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PAYING OFF REVENUE BONDS

The tolls form the roads and port facilities normally would 
pay the interest and p r i n c i p l e  due on the bonds. If the 
m ining company fails to pay the tolls and charges required 
to pay for the r o a d f the a u t h o r i t y  will be able to take legal 
action against the m i n i n g  company. If, however, there is a 
deep" slump in minera l prices, the raining company may go 
bankrupt, and the a u t h o r i t y  will have no way to pay off the 
b o n d s — except b y  g oing b a c k  to the state of Alaska and asking 
for more money.

Under SB 151, the state of A l a s k a  has no legal obligation to 
help authoriities in trouble. As a pra ctical matter, however, 
the state must  come to the rescue, or suffer the consecruences 
of having the reput a t i o n  of A l a ska 's bonds all being suspect. 
This is a p r o b l e m  co mmon to all state authorities. An article 
in the Sunday, M arch 20, e d ition of the Anc horage Tiraes , 
"'Separate' A g e n c i e s  R e l y  on State Backup" investigated 
this problem. Harold Kuplesky, of the Bankers Trust Company, 
authorized a $50 m i l l i o n  line of credit to the Alaska Power 
Authority. The Times reported:

Harold Kupl esky isn't worried. Why? "As a backup, 
we have the state of A laska standing behind the 
project." And if Tyee isn't finished and the state 
refuses to pay off the loan? "The m a r k e t  looko very 
dimly on people who do not honor their obligations," 
Kuplesky replied.

Kuplesky then i l lustrated  his point. "A good example 
is the N e w  York Urban D e v e l o p m e n t  Authority," he said. 
"They defaulted, and we shut off the credit to the 
state of N e w  York."

"What happened? "The Legi sl a t u r e  came up with the money, 
and fairly quickly, too."

THE BABY ELEPHANT P H E N O M E N O N

A report to the L e g i s l a t i v e  Budget and Audit Committee, 
"Alaska's Public Corpor a t i o n s , "  by the Institute of Public 
Admini stration (Jan. 1982) d e s c r i b e d  this situation in more 
vivid terms on page 48:

History has shown very clearly that unless state g o v e r n­
ments become involved in any bail out arrangements for 
their corporate subsidiaries, state credit will be 
damaged if not cut off by bond m arket participants.
Market analysts call this the 'baby elephant p h e n o n m c n o n ' 
The elephant (the indebted c orporati on in trouble) 
stumbles up on the state's front porch and says, "feed 
me or I'll fall down dead  on your doorstep."
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In Senate Bill 151, e lections for R e g ional R e s o u r c e  Development 
Authorities will be paid for by the state. The operating 
expenses for the aut horities are not specifically provided 
for. The door is left open for gifts, grants, loans, 
and payments for contracts from the state, as well as from 
individuals, private organizations, m u n i cipal g o v e r n m e n t s  and 
the federal .jovernment.

LOCAL CONTROL

One of the attractive points of SB 151 is that it provides for 
a measure of local control of road and port development.
The RRDA's will be g o v erned by a b o a r d  of eight members. Five 
are elected by voters in the region (a region has the same 
bounda r i e s  as one of the regional e d uc ational attenda nce areas) 
and three are appointed by the governor. The au thority has been 
likened to a single purpose local government. It is e s t a b l i s h e d  
to build roads and ports, but it does not have powers of land 
use planning, zoning, permitting, or taxation. The bond issues are 
approve d by the Board, but are not voted on by the members of 
the region.

Ad e ve lopmcnt authority may be succeeded by a first or second 
class borough. If an authority fails and goes bankrupt, 
the subsequent formation of a borough m a y  be compli cated or 
prevented by the legal and financial w r e ckage of the authority.

ALTERNATIVES TO REGIONAL RESO URCE D E V E L O P M E N T  A UTHORIT IES

There are several alter n a t i v e s  to RRDA's which provide tax 
exempt bonding and local control, without risking the state's 
credit rating.

1. One alternativ e is to form a new b o r o u g h  in the area(s) 
that wants to develop roads and ports. The revenue bonds 
would be issued by the b o r ough or an intramentality of 
the borough, as was done in Valdez. Beca use the borough 
has powers if planning, zoning, and permitting, g.eater 
loca] cont* il is possible than w i t h  RRDA's.

2. Another  alternativ e is to m o d i f y  the A l a s k a  Industrial 
Development Authority statutes so that they can fund larger 
projects, and fund roads projects. (Ports are already 
included.) Local control language is already in place for 
local governments; it could be ex tended to include rural 
a r e a s .

3. Finally, tax free revenue bonds could be issued by the 
Department of Transportation. This technique is already 
used for airport construction. With this approach, areaw i d e  
transport ation planning is encouraged, and the chaos of
21 spearate transportatio n au tho r i t i e s  is avoided. A d d i t i o n a l  
statuatory provisions for local r ev iew of state projects 
would be needed.

OTHER STATE SUBSIDIES



" 'O ne o f th o se  p eo p le” . ' * ‘ >  
h a p p e n s  fo 'b y  C n a r le s  L ogsdon , •’ 
th e  m a n  w h tn ^ in  c h a rg e  of . 
p re d ic tin g  oil p r ic e s  fo r th e  s ta te  
o f A la sk a . “W e b e liev e  oil p r ic e s  j  

' w ill g o  u p  a t  a  r a t e  b e low  
in f la tio n  un til th e  end  o f th is  
d e c a d e , and  th en  s low ly  r i s e ,” •" 
L ogsdon  sa ld . ' ' .  )'• , \  .

So th e  h y d ro  p ro je c ts  m a y  b e  
th e  f i r s t  v ic tim s  o f th e  low e r o il f ; 
p r i c e s . . i , ; . ;  '

T h e  s to ry  is a  h a p p ie r  o n e  fo r 
th e  o th e r  s ta te  c o rp o ra t io n s . • 
A H FC , w ho se  $6.5 b illion to ta l 
d e ^ t is th e  la rg e s t ir. A la sk a , h a s  
p ro te c te d  its e lf  u p  o n e  s id e  a n d  '■ 
dow n th e  o th e r  w ith  m u ltip le  : 
le v e ls  o f in s u ra n c e . . . . . . .  '

"W e  w ou ld  h a v e  to  h a v e  a  ‘ * 
G re a t D ep re ss io n  tw o  o r  th r e e  
t im e s  to  c a u s e  o u r in s u ra n c e  
c om p an ie s  to  go  b a n k ru p t ,"  s a id  
f o rm e r  A H FC  d ir e c to r  G o id b a r . 
" F o r  A H FC  to  d e fa u lt , th in g s  
would h a v e  to  be so  b a d  th a t  . 
m o r tg a g e  p a y m e n ts  w ou ld n ’t 
m a t t e r ;  w e ’d  a ll b e  in th e  s t r e e t s ’ 
look ing  fo r th e  n e x t a p p le .”, , :

T h e  A laska  In d u s tr ia l  '. . 
D ev e lo pm en t A u th o r ity  p ro te c ts  
i ts  $250 m illion  in  d e b t by on ly  . 
lo an in g  o u t 75 p e r c e n t  o f th e  
v a lu e  o f th e  p ro ject* ; it fund s 
d ir e c t ly . A nd, iik e  th e  A H FC , th e  
p ro p e r ty  i ts e lf  is c o l la te ra l . In  
ad d itio n , A ID A  w on ’t  lo an  m o n ey  ; 
fo r a n  o ffice  bu ild in g  u n le s s  it is  •

Continued from page 1-1 ' a lm o s t filled  w ith  te n a n ts  w ho  ■ 
h a v e  s ig n ed  th r e e -y e a r  le a se s .

• “P ru d h o e  B ay  w ou ld  h av e  to  
b low  up  a n d  a n  e a r th q u a k e  would 
h a v e  to  d e s tro y  A n cho rag e , a ll a t  
o n ce , b e fo re  I w ould b e  in  . . . :  
t ro u b le ,” s a id  A IDA  d ir e c to r  
.B e r t W a g n o n . . . . . ^  *;

So  u n le ss  a  p r ic e  w a r  d r iv e s  . 
dow n oi! p r ic e s  to  th e  po in t 
w h e re  th e  t ra n s -A la sk a  p ip e l in e . 
is s h u t  dow n, th e  b ig  s t a t e  • ■ 
co rp o ra t io n s  shou ld  b e  a b  > to  
.p ay  t l i e i r d e b t .  '

F o r  now'. B u t six  y e a r s  from  1 
now , th e  am o u n t of oil p um ped  
ou t o f P ru d h o e  B ay  wiU beg in  to 
d ec lin e , an d  w ith  it, s ta te  
r e v e n u e s  an d  th e  A loskan  . 
e co n om y . B y  th e n , th e  s l a t e ’s 
g e n e ra l  o b lig a tio n  bond s w ill b e  
la rg e ly  p a id  off.

‘ • B ut b e c a u s e  of th e  s ta te  
'• 'vpo ra tion s, w e  w ill n o t b e  d eb t 

. f re e . On th e  c o n tr a ry , th e  lo an s 
m a d e  by  th e  s t a t e  c o rp o ra t io n s  
to d a y  w ill r e q u i r e  h u ge

' p a y m e n ts  w ell Into th e  n ex t 
cen tu ry .,- ,- ..
• In ’1992, fo r in s ta n c e , A H FC  

w ill m a k e  a  b a llo on  p a y m en t o r 
i ts  b o n d s  of $474 m illio n . In  th e  
la s t  s ix  m on th s , th e  h ousing  . . .  
a g e n c y  h a s  b o rrow ed  n e a r ly  half 
a  b illion  d o lla rs , and  c o n tin u e s  to 
se ll b o n d s  on a  m on th ly  basis.-.-,' 
A ID A  is  a lso  se llin g  bond s a t  i  ' '
i o re  m o d e s t p a c e . -

• .“ i t ’s to t a l ly  o u t of c o n tro l ,” 
sa id  J u n e a u  c o n su lta n t T h om a s  
l in g e r ,  a  fo rm e r  s ta te  fisca l 
a n a ly s t w ho  b lew  th e  w h is t l e «. 
T y e t .  "A ll th e se  in d ep en d en t .*•
o rp o ra t io n s  a r e  b o rrow in g  like, 

•zy. I t  w ill c om e  b a c k  to  h aun tM * ,'
W hat b o th e rs  S in g e r is th a t 

th e  a c c um u la t io n  of a ll th is  d e b t . 
w a s  n o t a  re su lt.o f con sc io u s 
d e c is io n s  by  p o lic ym ak e rs . .

“ I t  h a s  i ts  ow n m o m en tu m . . 
I t ’s  l ik e  a  bunch  of m u sh ro om s 
sp ro u t in g  on cow  p a t t ie s  in a  
f ie ld ."  .
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B E T T Y  E  F A H R E N K A M P .  C h a i r m a n
R O B E R T  H . Z I E G L E R ,  S R . .  V i c e  C h a i r m a n
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J U N E A U ,  A L A S K A  99811 
(907) 465*3834 
(907) 465*3835

C o m m i t t e e  o n  R e s o u r c e s

To AIT Members
House of Representatives

From: Bettye Fahrenkamp, Chairmi
Senate Resources Committ^

Date June 16, 1983

Subject: SB 151, Regional Resource Authorities

One of the major obstac/es to mineral development and other resource projects 
in much of Alaska is the absence of transportation facilities. This is par­
ticularly true in the unorganized borough where entities to assist in the 
development of infrastructure are largely absent. Until borough governments 
are established (when the necessary tax base is present), there is a great 
need for some entity to assist major resource development projects through the 

provision of transportation systems.

With virtually no risk to the State and little direct State involvement, the 
State can provide substantial assistance to rural economic development through 
the authorization of regional resource authorities as provided in SB 151. 
Obviously, any direct State funding of transportation systems, as has occurred 
in Canada, would be a much more expensive and risky option for the State.

SB 151 would author ̂ e  the establishment of regional authorities in the 

unorganized borough area which would provide:

-- Access to tax-exempt revenue bonds which would substantially reduce 

financing costs of resource developments;

—  Public ownership of transportation systems and ports assuring equal 

access to all users;

—  Maximized local involvement in decision-making along with state 

participation and oversight.

In testimony and discussion of this legislation, several concerns were raised, 

including:

—  The possibility of proliferation of authorities throughout the unorganized

—  The possibility that bonds issued by authorities would create a liability

or indebtedness to the State or adversely affect State and local bond ratings;

borough



-- The possibility that access to the facilities developed and run by an 
authority might not be and equally provided, or that some proposed
developments might not receive equal consideration.

In response to these concerns, the following "safety features" have been 
included in SB 151:

-- Tbv Governor must approve the establishnent of any authority;

—  The local people in a region must approve by petition and election the 
establishment of an authority,

-- An authority must be created before July 1, 1986;

-- The maximum number of possible authorities allowed woulj be nine, corres­
ponding to regional housing authority boundaries;

-- The State Bond Committee must approve the sale of any revenue bonds by 
authorities;

-- A provision in the bill and in the Letter of Intent expressly states 
that bonds issued by an authority do not constitute any liability or 
indebtedness tc the State or political subdivision;

—  An authority expressly does not have normal governmental powers of 
eminent domain, tax, land use planning and zonina, permitting, etc.
Should a borough be established in the region, the authority would 
automatically be integrated into it;

—  Of the eight members on an authority board, five would be elected from 
the region, three would be State commissioners. A quorum would require 
the presence of h e  least one commissioner;

-- Total indebtedness of all authorities established would be limited by 
law to $400 mi 11 ion;

-- An authority would be audited each year by Legislative Budget and Audit;

-- A provision to ensure fair and equal access and user fee assessments arid 

fair consideration by the authority of all proposed developments:

-- A provision that state funds cannot be used t pay off or meet revenue
bond obligations of an authority.

I believe this legislation is now carefully crafted to achieve the goals of
development assistance through maximum local control while providing adequate 
state input and oversight to assure financial integrity of projects and state­
wide coordination. The economic benefits of this legislation could be substan­
tial to our state with little direct cost.

I urge you to support this important bill.





HOUSE LETTER OF INTENT

House CS fo r CS fo r Senate B il l No.' 168 (Resou rces)

The Leg is la tu re , in enac t in g the Ene rgy Program fo r A la ska , expressed its 
des ire to p ro v id e the lowest reasonable power costs to consumers . To 
fu r t h e r achieve th a t en d , i t is the in te n t o f the Leg is la tu re to take 
app rop r ia te ac tion to -enhance the A laska Power A u th o r i t y 's  a b i l i t y  to obta in 
lo ng - te rm  bond f in a n c in g a t tha lowest poss ib le cos t. I t is fo r th is 
pu rpose tha t we have amended the "Sus itn a e q u i ty  c la u se ."

Subs tan tia l e q u i t y  has been inves ted in the Ene rgy Program b y the State o f 
A laska and de c l in in g s ta te revenues w il l have an impact on the development 
o f ene rgy p ro je c ts fo r e th e r reg ions o f the s ta te . I t is the in te n t o f the 
Leg is la tu re th a t the ba lance o f the f in an c in g needed fo r those pro jec ts 
un de r c o n s tru c t io n in the Program be ra ised by deb t f inan c in g - thus 
re se rv in g fu tu r e  revenues fo r fu tu re  ene rg y p ro jec ts th ro u g h o u t the res t 
o f the sta te . We s u p p o r t the in te n t o f the Alaska Power A u th o r i t y  to go to 
the bond ma rke t in e a r ly  1984 fo r the necessary fu n d s . Howeve r, in o rde r 
to fu r t h e r fa c i l i ta te the bond ing capab i l i ty o f the Power A u th o r i t y , i t is 
im pe ra t ive th a t u t i l i t i e s  who w ill rece ive wholesale power from Solomon 
Gu lch , T e r r o r Lake , Tyee Lake and Swan Lake s ign power sales con trac ts 
as soon as poss ib le and no la te r than Janua ry 1, 1984. By ta k ing th is 
ac t ion , the u t i l i t ie s  se rved w ill ensu re lo ng - te rm  bene f i ts to th e ir 
consumers th ro u g h  s tab le power ra tes .

The Gove rno r is reques ted to prepa re a plan fo r p ro v id in g the necessary 
eq u ity fo r fu t u r e  p ro je c ts i the Ene rgy Program fo r A laska . Phis plan 
must be co n s t i tu t io n a l ly sound and p ro v ide fo r the p ro pe r adm in is t ra t iv e 
and Leg is la t ive app ro va l fo r the va r ious p ro je c ts . T h is plan shall be 
subm itted to the Leg is la tu re no la te r than Janua ry 15, 1984.



A M E N D M E N T

O f f e r e d  in Che H O U S E  BY:

To: HCS C S S B  168 (Res)

Page 9, line 22: f o l l o w i n g  Che w o r d  "with", 

inserc Che

Page 9, line 25: d elece all mace rial, and inserc

finance p o w e r  p r o i e c c s  in Che E nerg y Pr o g r a m  for A l a s k a .
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M J u n e  21, 1 9 8 3

POUCH Y . STATE CAPlTCX. 

JUNEAU. A tA SK A  V<5811 

907 465-38 0 0

SUBJECT:

TO:

FROM:

H C S  C S S B  168 (Finance)

R e p r e s e n t a t i v e  A l b e r t  P. A d a m s  
Chair, H o u s e  F i n a n c e  C o m m i t t e e

L i n n  H. A s p e r  
L e g i s l a t i v e  C o u n s e l

I h a v e  p r e p a r e d  a final d r a f t  o f  a F i n a n c e  C o m m i t t e e  s u b s t i­
tute  for the a b o v e  bi ll, a d d i n g  a s e c t i o n  a u t h o r i z i n g  t h e  
C h e s t e r  L a k e  p r o j e c t  u n d e r  A S  44.83.185(c) a n d  a m e n d i n g  t h e  
a u t h o r i z a t i o n  for t h e  T e r r o r  L a k e  proje ct. T h e s e  a d d i t i o n s  
r aise a p r o b l e m  viith t h e  t i t l e  of the b i l l  t h a t  y o u  s h o u l d  
be a w a r e  of. T h e  t i t l e  of the b i l l  is "An A c t  r e l a t i n g  to 
the A l a s k a  P o w e r  Autho r i t y ;  a n d  p r o v i d i n g  f o r  an e f f e c t i v e  
date." The state  c o n s t i t u t i o n  (Article II, s e c t i o n  13) 
r e q u i r e s  t h a t

The s u b j e c t  of e a c h  b i l l  shall b e  e x p r e s s e d  i n  t h e
title.

T h i o  rule is i n t e r p r e t e d  to m e a n  that the t i t l e  s h a l l  
a d e q u a t e l y  d e s c r i b e  the c o n t e n t s  of the b i l l .  I d o  n o t  
b e l i e v e  t h a t  an AS 44.83.185( c) a u t h o r i z a t i o n  o f  a s p e c i f i c  
p r o j e c t  or t h e  a m e n d m e n t  of a p r e v i o u s  a u t h o r i z a t i o n  is a d e­
q u a t e l y  d e s c r i b e d  in t h e  title, "An A c t  r e l a t i n g  t o  t h e  
A l a s k a  P o w e r  A u t h o r i t y " .  N o r m a l l y  I w o u l d  s u g g e s t  a m e n d i n g  
the title, b u t  this is n o t  p o s s i b l e  u n d e r  R u l e  41(b) o f  t h e  
U n i f o r m  R u l e s  of the A l a s k a  S t a t e  L e g i s l a t u r e .  I n  r e c e n t  
y e a r s  the A l a s k a  S u p r e m e  C o u r t  has i n t e r p r e t e d  A r t i c l e  II, 
s e c t i o n  13 v e r y  b r o a d l y  in f a v o r  of the l e g i s l a t u r e .  I t  m a y  
w e l l  b e  th eref o r e ,  t h a t  the F i n a n c e  C o m m i t t e e  s u b s t i t u t e  
w o u l d  s u r v i v e  c o n s t i t u t i o n a l  scrutiny, b u t  X  w a n t e d  y o u  t o  
b e  i n f o r m e d  o f  the p o t e n t i a l  for a legal c h a l l e n g e  t o  t h i s  
v e r s i o n  o f  the bill.

L H A : 1jb 
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STATE OF ALASKA •
FINAL STATEMENT OF FISCAL IMPACT

Bill No: T S f i  \ ( p ^  Date on Bill: _________________

T i t l e : "An Art. relating to the Alaska Power Autnority; and p r o v i d i n g  tor ...................

Sponsor: . Rules Committee by request of the G o v e r n e d _____________________________________________

Requestor:_________________________________________________________________________________ _____________ ___

1 . ^ t i m a t e d  fiscal impacts on:

a. Expenditures:

 (Thousands of Do liars'

FY 83 FY 3d 1 FY d S r f  8 6  1

CaDitai

ODer a t i n a

iota i • . . . 9 0
b. Revenues: ________________________________

Revenue I I I  1 \ • I i

2. Source of funds to o f f s e t  fiscal imoact a* bill:

3. AssumDtions:

4. This statement has been reviewed by the 0MB in the O f f i c e  o f  t h e  G o v e r n o r .  It may 

ccnsi c e r e d  to r e p r e s e n t  the p o licy of the Sheffield A d m i n i s t r a t i o n  and t h e  final

e s timate or fiscal imoact.

Prepared By: Fric Yould. Executive D ir e c t o r

Division: Power Authority______________T
P h o n e : 2 7 7 - 7 6 4 1

Date:

AoD r o v e d  by Ccmm i s s l c n e r :  Richard A. Lyon ( 

Deoartment: Commerce and Econrmic Development

Reviewed by 0MB:______

Phone: HC4* - ' i f t s

&

Date:_

Date:

5, Distribution:

Original to L e g i s l a t i v e  Finance 

Cooy"to D e p a r t m e n t  

CoDy to S p o n s o r  

Copy to R e q u e s t o r

:i h l ie»2 _
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HOUSE RESOURCES COMMITTEE

HIM 9 n  Drr

An.ihorage
CHAMBER of COMMERCE

Crossroads of j the Air World

June 16, 19S3

H o n o r a b l e  J o h n  Ringr.tad 

C h airman, N a t u r a l  R e s o u r ce s  

A l a s k a  S t a t e  L e g i s l a t u r e  

P ouch V

Juneau, A l a s k a  99811 

H e a r  John:

T h i s  le t t e r  is to c o n f i r m  that o u r  c o m m i t t e e  has r e v i e w e d  S B 1 6 8  an d  do 

c o n c u r  in the f o l l o w i n g  change: " T h a t  t h e  S u s i t n a  'equity' c l a u s e  be 

c h a n g e d  to 3 1/2 b i l l i o n  to be c o n t r i b u t e d  by J a n u a r y  1, 1990. '

We hop e  in the throws o f  the final d a y s  o f  the s e s s i o n  that the $25 

m i l l i o n  for the intertie and the $33 m i l l i o n  for S u s i t n a  s t a y  in tact. 

We s i n c e r e l y  t h a n k  yo u and y o u r  c o m m i t t e e  for the hard w ork y o u  put 

forw a r d  in this p r o j e c t  this y e a r  -- w e  w o n ' t  hav e  a S u s i t n a  w i t h o u t  

s u p p o r t e r s  like y o u r s e l f  and y o u r  c o mmittee.

S i n c e r e l y  yours,

Robert C. Pe n n e y  

C h a i r m a n

E n e r g y  C o m m i t t e e

RJf/lw

ANCHORAGE CHAMBER OF COMMERCE - 4 1 5 F STREET. ANCHORAGE. ALASKA 99501 - (907)272-2401



Proposed amendment to SB 168

Page _____

Line _____

Insert a n e w  section to read:

* Sec. 7. AS 44.83 is a m ended by adding a n e w  section 

to read:

Sec. 44.83.192. INSURANCE REQU IREMENTS IN CONSTRUCT ION 

CONTRACTS. In r e q u e s t i n g  bids and awarding c o nstruct ion 

contracts under this chapter the au tho r i t y  m a y  not require 

a c ontractor to obtain workers' compensation, general 

l iability, or other r e q uired insurance from a particular  

insurer, agent, or broker and may not agree to provide 

insurance to a cont ra c t o r  who is awarded a c o n struction 

c o n t r a c t .

Renumber succeeding sections accordingly.



A H E K D H E  N  T

To: SB 168 Ij I L

|  >/7
Page A, a f t e r  line If/: insert a n e w  section to read:

"* Sec. 7. A S  44.83 is amended b y  adding a n e w  section to read:

Sec. 44.83.192. INSURA NCE R E Q U I R E M E N T S  IN C O N S T R U C T I O N  C O N­

TRACTS. In r e q u e s t i n g  bids and a w a rding construct ion contracts under 

this c h a p t e r  the a u t h o r i t y  m a y  not require a contractor to obtain 

w o r k e r s’ compensation, general  liability, or other re quired insurance 

from a p a r t i c u l a r  insurer, agent, or b roker and m a y  not agree to 

provide  insurance to a co ntractor w h o  is awarded a con struction  

contract."

R e n u m b e r  s ucce eding sections accordingly.

Offered in the S7NATE By Eliason

4/20/83 -1-



The C h e m i c a l  Bank  v. W a s h i n g t o n  Public Power Supply  

S y ste m case d e c i d e d  by the W a s h i n g t o n  Supreme Court on June 15, 

198$ in w h i c h  the court hol ds invalid power sales ag reem e n t s  s u p­

porting $2.5 b i l l i o n  in p u b l i c  bonds will have a p r o f o u n d l y  n e g a­

tive effect on public p o w e r  financing. The court in the WPPSS  

case s p e c i f i c a l l y  said that the m u n i c i p a l i t i e s  and the PUDs 

lacked s t a t u tory a u t h o r i t y  to enter into contracts w i t h  W PPSS  

w h i c h  r e q uired the u t i l i t i e s  to make payments regardl ess w h e t h e r  

a proj ect was c o m p leted and regardless of reduct ion or c u r t a i l­

ment of p r oject output. As well, the court stated that stepup 

provisions, i.e., p r o v i s i o n s  requi ring payments on ^ a h a l f  of d e­

faulting parties, were not a u t h o r i z e d  under W a s h i n g t o n  law.

In light of this decision, bon d counsel deems it n e c e s­

sary that the a u t h ori ty of A lask a Power A u t h o r i t y  to enter into 

power sales agreement s w i t h  stepup and take-or-pay p rovis ions  

must be a bsolute ly clear. Bond counsel feel that such contracts 

are currently a u t h o r i z e d  by the statute; however, in orde r to 

make bonds secured by such contracts marketable, in Tight of the 

WPPSS case, it is felt n e c e s s a r y  to further specify the c o n t r a c t­

ing authority. It s hould be emphasized that this a m e n d m e n t  does 

not authori ze the A P A  to transfer to utilities the risk of non * 

completi on of a project, as was att empted by WPPSS.

- 1 -



AS 44.83.092. The A u t h o r i t y  and any m u n i c i p a l i t y  or 

p ubli c or p r i v a t e  entity o p e r a t i n g  an electric u t i l i t y  (herein 

c alled a "utility") may enter into a contract providing for or 

r e l a t i n g  to the sale of electr ic energy by the A u t h o r i t y  to the 

utility. The contract m a y  provide, among other things, that the 

s um or sums so payable are ope ra t i n g  expenses of the u t il ity and 

are v a l i d  and b i nding obliga t i o n s  payable  from the gross revenues 

of the u t i l i t y  and may p r ovide for a single a p p r o p r i a t i o n  of the 

amounts p a y a b l e  for the term of the contract. The contract may 

provide, a m o n g  other things, that the u t i l i t y  assume the obliga ­

tions of a d e f a u l t i n g  c o n t r a c t i n g  party, that after c o mpletion of 

a project  the u t i l i t y  is o b l i g a t e d  to make payments n o t w i t h s t a n d­

ing the s u s p e n s i o n  or c u r t a i l m e n t  or the amount supplied of the 

p o w e r  and e n ergy of the project, and that payments under the c o n­

tract are not subject to any reduction by offset or otherwise.

H CS CSSB 168 R e s .

Add the fo l lo w in g

- 2 -



<2) i f  the d iv i s io n  o f  budget and management de te rm ines th a t  the 
Alaska Tower Au tho r i ty  has completed both a reconna issance  s tudy under 
AS 44.56.080(13) and a s ta temen t under AS 44 .56 .180(c ) .

(A) and t h a t  s ta temen t o r  the p r o j e c t  fo r  which i t  was pre­
pared has been approved by the l e g i s l a t u r e  under AS 44 .56 .180(c ) . the 
Alaska Tower Au thor i ty  may proceed with t h a t  p r o j e c t  under AS 44.56.16'* 
added by sec . 24 o f  t h i s  Act;

(B) and t h a t  s ta tement o r  the p r o j e c t  fo r  which i t  was pre­
pared has not been approved by the l e g i s l a t u r e  under AS 44.56.180(c). 
the d iv i s io n  of budget and management s h a l l  review the sta tement for 
compliance w ith the requ irements o f  AS 44.56.183 added bv sec . 24 of 
t h i s  Act be fo re  the s ta temen t i s  subm itted under AS 44.56.185, added hr 
sec .  2 .  o f  t h i s  Act, to  the l e g i s l a t u r e ;  review by the d iv i s io n  of 
budget and management may not unreasonably de lay submission o f the 
s ta tement to  the l e g i s l a t u r e ;

(3) i f  a proposed new p ro je c t  has been approved by the  l e g i s ­
l a t u r e ,  or i f  money has been app rop r ia ted  by th e  l e g i s l a t u r e  fo r  a proponed 
new p ro j e c t ,  and the Alaska Tower Au thor i ty  has not completed a reconnais­
sance study under AS 44.56.080(13) o r  a s ta temen t under AS 44 .56 .180(c) . the 
p ro j e c t  la su b je c t  to  the p rov is ions  o f  AS 44,56.177 - 44.56.185.

* Sec. 48. ATTHOVAL OF TENDING PROJECTS OF THE ALASKA T0WF.U AUTHORITY,
(a) The Alaska Tower AuthorLty has submitted to the governor nnd the legis­
l a t u r e  a s ta temen t o f  I t s  recommet»lntlon3 for f in anc ing  c e r t a i n  power pro­
j e c t s  and a s ta temen t o u t l in in g  the genera l des ign , demonstra t ion o f  flnnn- 
c l a l  f e a s i b i l i t y ,  nnd maximum amounts o f  revenue bonds and app rop r ia t ions  
necennnry fo r  the p r o j e c t s ,  to g e th e r  with a s ta tem en t o f  the design , acquisi­
t i o n ,  c o n s t r u c t io n  nnd f in anc ing  o f the p ro j e c t s  by the a u th o r i ty  o r  another 
person which sn tLsfy the cond i t ion s  o i AS 44.56.180. The l e g i s l a t u r e  has 
adopted Jo in t  r e s o lu t io n s  approving the gene ra l design and maximum amount of

-44- IICS CSSI1 438(Finance) am II

Chapter 83

II

•'ends to be is sued  f o r  s e v e ra l  o f  the p ro j e c t s  and those a c t io n s  a re  con- 
j firmed.
; (b) Actions taken by the l e g i s l a t u r e  be fo re the e f f e c t i v e  da te  o f  t h i s
i Act to approve th e  gene ra l design  and maximum amount o f  bonds fo r  power
• projects a re  confirmed and the Alaska Power Au thor i ty  i s  au th o r iz ed  to is su e  
i !rs bonds f o r  the fo l low ing power p r o j e c t s  in  the maximum p r in c ip a l  amount

•ft out a f t e r  each;
• (1) Solomon Gulch, $20,000,000;
1 (2) T e r ro r  Lake, $120,000,000.

(c) The g ene ra l  design and maximum amount o f  bonds fo r  power p r o j e c t s  
•re approved and the Alaska Power Au tho r i ty  i s  au tho r ized  to i s s u e  itB bonds 
for the fol low ing power p ro j e c t s  in the maximum p r in c ip a l  amount s e t  out 
■••ftcr each:

(1) Golden Valley E l e c t r i c  A ssoc ia t ion  waste h e a t .  $L10,000,000;
(2) Tyec Lake, $70, 100,000;

' (3) Swan Lake, $120,000,000;
(4) G la c ie r  Highway E l e c t r i c  A sso c ia t io n ,  $800,000;
(5) Cordova E l e c t r i c  C oope ra t iv e , $6,500,000;
(6) Mntanuskn E l e c t r i c  A sso c ia t io n ,  $2,500,000;
(7) Homer E l e c t r i c  A ssoc ia t ion ,  $3,360,000;
(8) Naknek E l e c t r i c  A ssoc ia t ion , $730,000;
(9) Lake Elvn, $15,000,000; nnd 

(10) Black near Lake, $30,000,000.
(d) The Alaska Power Au tho r i ty  i s  au tho r ized  to proceed w ith design

:

iud a c q u is i t io n  o f  r lgh t -o f -wny  of t l v  Anchorage-Fnirbanks t ran sm iss ion  
’ In te r t le ,  This p r o j e c t  mav I f  f inanced by revenue bonds issued by the 

au th o r i ty , a p p ro p r ia t io n s  from the gene ra l fund, o r  o th e r  funding sources
'approved by the  l e g i s l a t u r e .
.1

" I  + See. 49. TRANSITION: WATER RESOURCES hr"0LVING LOAN FUND. (a) The
lies CSSB 4;J8(Flnance) am II

Chapter 83



Offered in the HOUSE

To: CSSB 168 (Rules)

Page 10, after line 9: insert a new section to read:

"* Sec. 23. Section 48, ch. 83, SLA 1980 is amended by adding a new 

subsection to read:

(e) The authorization made by this section for the Terror Lake 

project includsc authorization for the installation of a third 

generating unit at the project with whatever money may be made 

available for that purpose."

Renumber succeeding sections accordingly.

- 1 - 6/17/83



A M E N D M E N T

Offered ih the HOUSE: 
T o ;  _____________

BY: Ringstad_

_HOUSE B I L L  No. __________

P a $ e :

HCS CS S E N A T E  B I L L  No. (Finance).

2  Line: . after line 17

18

19

20 

21 

22

23

24

25

26

27

28 

29

1

2

3

4

5

6 

7 

A 

9

10

11

12

P a g e  2, a f t e r  line 17, add a n e w  s e c t i o n  to read:

* Sec. 3. AS 44.83 is amended by adding a ne w  section to read:

Sec. 44.83.092. AUTHORITY FOR M U N I C I PALITIES A ND UTILITIES TO 

ENTER INTO POWER SALES CONTRACTS. The authority and any municipality 

or public or private entity operating an electric utility, or a 

m u n i cipality or private entity and another muni c i p a l i t y  or private 

entity, may enter into a contract providing for or relating to the 

salr of electric power by the authority to the m u n i c ipality or entity, 

or by the muni c i p a l i t y  or entity to another municipality or entity. 

The contract may provide

(1) that the amounts payable under the contract are operat­

ing expenses of the utility and are valid and binding obligations of 

the m u n i cipality or ocher entity payable from the gross revenues of

the utility!

(2) for one or more appropriations of Che amounts payable 

under the contract!

(3) for the municipality or other entity to assume the 

obligations of another contracting party in the event of a default by 

that party;

(4) that after completion of a project the municipality or 

other entity 'j obligated to make payments n otwithstanding a suspen­

sion or reduction in the amount of the power supplied by the project; 

or

(5) that payments under the contract are not subject to 

reduction by offset or otherwise.
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LETTER OF INTENT

It is the intent cf the legislature that the language 

in A S  44.83.092 Autho r i t y  for Munici p a l i t i e s  and Utilities 

t o E n t e r  into Power Sales Contracts is permissive language 

for the local utilities to enter a power sales contract.

This s e c t i o n  addresses the essential components of a power 

iales contract and the legal a u t h o r i t y  to enter such contracts, 

not the requiremen t to enter such a contract or any of its 

p r o v i s i o n s .

It is also u nderstood by the legislature that in AS 44.83.092

(1 ) that the amounts payable under the contract may be o p e r a t­

ing e x p ens es of the utility and the det ermination of this 

issue can only be found in the local utilities current 

f i n a n c i n g  documents.



HCS CSSB 168 (Resources)

The effect 

Section 1 . 

Section 2 .

Section 3 .

Section 4 .

Section 5 . 

Section 6 .

Section 7 

Section C

of SB 168, by section, is as follows:

Clarifies the language of the statute by requiring that 
affirmative votes consist of the majority of the directors 
present.

Allows for meetings by electronic media. In the long run, 
this would decrease travel costs and time wasteAwhile 
allowing the APA. Board to meet on short notice and desDite 
climatic travel constraints.

Prevents directors from voting on leases or contracts if they 
have a conflict of interest, but exempts directors who are 
customers of electric co-ops, and therefore, by definition, 
are part owners.

Essentially makes it permissive rather than mandatory for APA 
to issue bonds and further clarifies the language of the 
statute

Provides for consistency between statutes

Provides for conformity with other pertinent statutes.

Provides for an independent cost estimate to be submitted 
with the feasibility study and a plan of finance. I believe 
that this section is redundant in view of 44.87.186, which 
requires an independent cost estimate after the legislature 
approves a project and allows for only a 7.5% increase before 
the project has to be recycled by the APA and reauthorized by 
the legislature. As a matter of policy, the APA has been 
obtaining independent cost estimates since last year and has 
hired an in-house estimator to provide further verification 
of cost estimates. The proposed procedure would further 
increase the cost of the studies especially since this 
section would apply to large and small projects equally.

Prohibits the use of wrap-up insurance requirements by
the power authority. This provision was added in H. Resources.

Adds a requirement for sale contracts for transmission of 
electricity. The use of the term electrical power or energy 
is redundant. The section further clarifies that the 
contracts must be in compliance of AS 44.83.380 - 44.83.425 
or AS 44.83.090.



I62> (VdeS) —  d<SFr <£.

Sections ^£10 Insure that AS 44.83.361 does not violate the Alaska 
Constitution as alleged in a pending lawsuit.

Sections 11^12
Clarify the provisions of existing statutes on the Rural 
Electrification Revolving Loan Fund program without making 
substantial changes to it.

Section 13 Makes a project's expenditures dependent on a finding 
that the project is economically feasible. This section 
removes the redundancy under current statute, preserving 
the intent to ensure economic feasibility while eliminating 
the criteria in two places in the statutes.

Section Clarifies the existing statute on the use of the fund for
federally owned projects.

Section If? Modifies the existing statute to allow APA to market trnds.

Section 16 Provides for ownership of projects by the authority rather
than the state and should make it easier to market bonds.

Section 17 Provides for use of national and industrial standards in the
APA's determination of whether a utility is qualified to 
operate a power project owned by APA.

Section l& 5 20
Assure that power projects are operated in a manner 
consistent with the bonding agreements.

Section 19 

Section 21 

Section 22-

Section 2 3

Amends die Susitna "Equity" Clause from $5 billion by July 1, 
1986 to $3.5 billion by July 1, 1990.

Allows the authority to sell power at an industrial rate.
This provision was added in If.Resources.

Allows APA to adjust the wholesale power rates to meet 
bonding requirements while still complying with the statutes 
on rate setting.

Clarifies that interties are not covered under the enerqy 
program for Alaska in the rate setting subsection. This 
clarifies the intent desired by the legislature when it 
passed HB9 last year.

Section 2*{ Clarifies the definition of debt service thereby making it 
easier to secure bonds.



w \£X> W f N L . T S T ^ - ^ r & .  i

Section. 2 5 Repeal of AS 44.83.195(b) is necessary in order to align 
it with other rate making provisions of the statutes.

Repeal of AS 44.83.382(b)(2) is required because any 
unencumbered revenues must go into the general fund.

Repeal of AS 44.83.398(b)(25 is desirable for two 
reasons. First, in a pending lawsuit Trustee of Alaska v. 
State, >he constitutionality of this section is being 
challer.'jed. Second, this section could result in a 
substantial increase in APA wholesale rates ?f the 
legislature does not appropriate a total of ! 5 billion by 
July 1, 1986, into the power development funu. Since it 
appears almost certain that this level of appropriation can 
not be achieved, APA is experiencing problems in negotiating 
pcwer sales contracts. Since providing lowest reasonable 
cost energy is the mandated goal of the program, it makes 
sense to minimize uncertainty and maximize marketability.

Repeal of AS 44.83.186. An additional requirement 
of an independent cost estimate immediately following 
project approval would serve no useful purpose and would 
involve addi tional costs . (An independent cost estimate 
is already required prior to submittal to the legislature 
for approval.)

Section %h Provides for an immediate effective date.





GREATER SITKA , ,
Chamber of Commerce, Inc.

M a y  21, 1984

To: All Members  of the House Re sources Committee
H ouse of R epre sentatives  
A l a s k a  State Legislature

Reference: Committee Substitute for Senate Bill 202 (Finance)
Es t ab lishment of the Y a k ataga State Forest

The Greater Sitka  C h a mber of Commerce Board of Directors 
urges your support of the above bill establishing a State 
forest in the Yaka taga area. We h e a r t i l y  support all 
efforts toward the continuance of the forest p r o ducts  industry 
in the State of Alaska.

President

D K : kf

cc: Senator D i c k  Eliason
R epresentative Ben G r u ssendorf

POST OFFICE BOX 636 ♦ SITKA,ALAiKA 99633



A L A SK A  STATE LEGISLATURE - SENATE
S E N A T O R  R I C H A R D  I. E L I A S O N

LABOR A N D  C O M M ERC E  COM M ITTEE , C H A IR M A N  
RES O U R C E S  C O M M ITTEE  
J U D IC IA R Y  C O M M ITTEE  

F IS H E R IE S  S U B .C O M M ITT EE

P .O . BOX 143 
S IT K A .  A LA S K A  S9835

POUiMV 
JU N E A U .  A LA SKA  99811 

(907) 463-4916

M E M O R A N D U M

TO: Rep. John Ringstad,
House Resources C o m

FROM: Sen. Dick Eliason

DATE: May 16, 1984

RE: SB 202, Esta blishing Cape Yakutaga State Forest

SB 202 is curr ently in the House Resources Com mittee and as 
I understand, has not as yet been scheduled for a hearing. 
It is a veij good bill and I am anxious to see it passed 
this session. As we are nearin g the end of :he session, I am 
hopeful that you also believe in the intent and merit of SB 
202 and will schedule it for Resources Comm ittee action 
soon.

The Senate Resources Committe e held hearings and took 
testimony on SB 202 so Sen. Fahrenkamp's office should be 
able supply your of fice with information from their files 
and I, of course, will be very  happy to discuss the bill 
with you myself and provide any additional information you 
may need.

Thank you for your consideration.
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YAKATAGA STATE FOREST 

FACT SHEET

The establishment of a Yakataga State Forest will commit State-owned 
lands between Cape Suckling nnd Icy Bay to long term public retention 

to be managed for multiple use and sustained yields. There are about 

460,000 acres within the area, of which an estimated 79,000 acres hava 

more than 20,000 board feet per acre. These are among the most 

productive forest lands owned by the State and the timber resources 

are already being managed on a sustained yield basis. Commitment of 

the natural resources will have a beneficial effect on the economie 

of Yakutat and Cordova and will likely stimulate long terra industrial 

and commercial development based on a standing sawtimber volume of 4.3 

billion board feet with an estimated potential yield of the area of 20 

million board feet (MMBF) per year. The annual revenue to the Srite 

at today's prices would be one to two million dollars with a to..al 

annual product value of 5 to 10 million dollars.

To date, 190 MMBF has been harvested within the proposed State Forest, 

all since 1970. An additional 49 MMBF was sold in 1983, to be 

harvested over the next five years. A jetty, log transfer facility, 

sort yard, logging camp, airstrip, \nd about 20 miles of mainline road 

w ere constructed by the previous logging operator. A DOF office and 

cabin were built by the State.

The DOF has arranged for multiple use management of the forested lands 

within the proposed State Forest. The Division has worked with the 

Alaska Department of Fish and Game to protect important wildlife 

habitat. Also, the DOF has worked out a cooperative use agreement 

with DM EM and North Coast Mining Company for joint operation on 

mineral claims.



from the of fice of Senator D i c k  E l i a s o n

YAKATAGA STATE FOREST FACT SHEET -  SB 202 -  MAY 1 1 ,  1 984

THE ESTABLISHMENT OF A YAKATAGA STATE FOREST WILL COMMIT 

STATE-OWNED LANDS BETWEEN CAPE SUCKLING AND ICY BAY TO 

LONGTERM PUBLIC RETENTION TO BE MANAGED FOR MULTIPLE USF AND 

SUSTAINED YIELDS,  THERE ARE ABOUT 4 6 0 , 0 0 0  ACRES WITHIN THE 

AREA, OF WHICH AN ESTIMATED 8 7 , 0 0 0  ACRES HAVE MORE THAN 

2 0 , 0 0 0  BOARD FEET PER ACRE. THESE ARE AMONG THE MOST 

PRODUCTIVE FOREST LANDS OWNED BY THE STATE AND THE TIMBER 

RESOURCES ARE ALREADY BEING MANAGED ON A SUSTAINED YIELD 

B ASI S ,  COMMITMENT OF THE NATURAL RESOURCES WILL HAVE A 

BENEFICIAL EFFECT ON THE ECONOMIES OF YAKUTAT AND CORDOVA 

AND WILL LIKELY STIMULATE LONGTERM INDUSTRIAL AND COMMERCIAL 

DEVELOPMENT BASED ON A STANDING SAWTIMBER VOLUME OF 4 , 3  

BILLION BOARD FEET WITH AS ESTIMATED POTENTIAL YIELD OF THE 

AREA OF 20 MILLION BOARD FEET (MMBF) PER YEAR, THE ANNUAL 

REVENUE TO THE STATE AT TODAY'S PRICES WOULD BE ONE TO TWO 

MILLION DOLLARS WITH A TOTAL ANNUAL PRODUCT VALUE OF FIVE TO 

TEN MILLION DOLLARS,

TO DATE, 190 MMBF HAS BEEN HARVESTED WITHIN THE PROPOSED 

STATE FOREST, ALL SINCE 1 9 7 0 ,  AN ADDITIONAL 49 MMBF WAS 

SOLD IN L9 8 3 ,  TO BE HARVESTED OVER THE NEXT FWE YEARS, A 

JETTY,  LOG TRANSFER FACILITY,  SORT YARD, LOGGING CAMP, 

AIRSTRIP,  AND ABOUT TWENTY MILES OF MAINLINE ROAD WERE 

CONSTRUCTED BY THE PREVIOUS LOGGING OPERATOR. A DOF OFFICE 

AND CABIN WERE BUILD BY THE STATE,



T H E  D O F  ( D I V I S I O N  O F  F O R E S T R Y )  H A S  A R R A N G E D  F O R  M U L T I P L E  U S E  

M A N A G E M E N T  O F  T H E  F O R E S T E D  L A N D S  W I T H I N  T H E  P R O P O S E D  S T A T E  

F O R E S T .  T H E  D I V I S I O N  H A S  W O R K E D  W I T H  T H E  A L A S K A  D E P A R T M E N T  

O F  F i S H  & G A M E  TO P R O T E C T  I M P O R T A N T  W I L D L I F E  H A B I T A T .  A L S O ,  

T H E  D O F  H A S  W O R K E D  O U T  A C O O P E R A T I V E  U S E  A G R E E M E N T  W I T H  D M E M  

A N D  N O R T H  C O A S T  M I N I N G  C O M P A N Y  F O R  J O I N T  O P E R A T I O N  ON 

M I N E R A L  C L A I M S .

T H E  S E N A T E  R E S O U R C E S  C O M M I T T E E  H E L D  A T E L E C O N F E R E N C E  O N  T H I S  

B I L L  A N D  S U P P O R T  W A S  U N A N A M O U S . S U P P O R T E R S  I N C L U D E :  A L A S K A  

L O G G E R S  A S S O C I A T I O N ,  A L A S K A  M I N E R S  A S S O C I A T I O N ,  C I T Y  OF 

Y A K U T A T ,  A L A S K A  S O C I E T Y  O F  A M E R I C A N  F O R E S T E R S ,  T H E  C O R D O V A  

L A N D S  C O A L I T I O N ,  A N D  O F  C O U R S E ,  T H E  D I V I S I O N  OF F O R E S T R Y .

T H E  B I L L  H A S  B E E N  A M E N D E D  T O  A L L O W  F O R  A M A X I M U M  OF 3 , 0 0 0  

A C R E S  W I T H I N  T H E  F O R E S T  T O  B E  E X C H A N G E D  F O R  P R I V A T E  

I N H O L D I N G S  W I T H I N  K A C H E M A K  B A Y  S T A T E  P A R K ,  O R  O T H E R  P R I V A T E  

L A N D  O R  I N T E R E S T S  IN LAND. T H I S  A M E N D M E N T  IS S U P P O R T E D  B Y  

T H E  D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S ,  T H E  S E L D O V I A  N A T I V E  

A S S O C I A T I O N ,  AND C H U G A C H  N A T I V E S ,  INC. IV W I L L  A L L O W  F O R  

G R E A T E R  F L E X I B I L I T Y  W I T H  D U R  W H E N  N E G O T I A T I N G  L A N D  

E X C H A N G E S .



February 24, 1984

f i S a s t i a  i G g g e p s  A s s o c i a t i o n ,  i n c .

111 S T E D M A N .  S U I T E  200 

K E T C H I K A N ,  A L A S K A  99901 

P h ono 9 0 7 -2 2 5 -6 1 1 4

Honorable B e tt ye  Fahrenkamp 

Al aska State Senate 
Pouch V State Capitol Building 

Juneau, Al aska 99811

Dear Senator Fahrenkamp:

The Alask a Loggers Association supports the establishment of Yakataga State Forest 

as proposed in Senate Bill 202. Inclusion of this area into the State Forest system 

will greatly benefit all the people of Alaska as w el l  as the forest products industry.

The 460,000 acres in the proposed forest are. among the most productive forest lands 

owned by the State of Alaska. T h e s e  forest lands are already being man ag ed  on a 

sustained yield basis. Since 1970, 190 million board feet have been harvested. An 

additional 49 million board feet w e r e  sold in 1983. This will be harvested over the 

next five years. A  commitment of this forest land to long term timber management will 

most likely stimulate more development in Yakutat and Cordova. The standing sawtimber 

volume of 4.3 billion board feet a n d  estimated potential yield of 20 m i lli on  b o a’-d 

feet of timber per year would have a beneficial effect on the economies of both 

c o m m u n i t i e s .

Establishment of a Yakataga State Forest would greatly benefit the people of Alaska 

by adding one more source of steady income to the State's income. The annual revenue 

to the State at today's prices w o u l d  be one to two m i ll i on  dollars with a total annual 
product value of 5 to 10 million dollars.

An additional benefit of committing this land to long term public retention to be 

managed for multiple use and sustained yield is the assurance of a continuous source 
of timber to the forest products industry. At the present time, it is difficult for 
the State Division of Forestry co p ro ject  an annual allowable cut sir.^e the timber 

land base has been so variable. Classi fy in g this land as a State Forest would insure 

that this prime State owned timber land will be managed for its best pcnsible uses 

and would al lo w the Division of F o r e st r y to do more long range planning.

Again, A la sk a Loggers Association fully supports the establishment of Ya ka ta ga State 

Forest and w ou ld  appreciate your support of Senate Bill 202. Thank you for your 

consideration of '/.his bill.

Donald A. Bell

General Manager

ALASKA LOGGERS ASSOCIATION

DAB/mjh
cc: Al aska State Senators SERVING ALASKA'S TIMBER INDUSTRY



G R E A T E R  S I T K A

Chamber of Commerce, Inc.

March 29, 1983

Senator R i c h a r d  E l i a s o n  
A l a s k a  S t a t e  L e g i s l a t u r e  
P ouch V  (MS 3100) 
Juneau, A K  99811

Dear S e n a t o r  Eliason;

The G r e a t e r  Sitka Chamber of C o m merc e supports SB 202 and 
is a p p r e c i a t i v e  of such efforts on b e h a l f  of the w o o d  
products industry. W e  encourage y o u  to w o r k  w i t h  the 
D e p a r t m e n t  of N a t u r a l  Resources in ord er to define the 
b ounda r i e s  of a State forest in the Y a k a t a g a  area.

Sincerely,

E r n e s t i n e  Griffin, 
Preci d e n t

E G ; kf

c c :
Senator B ettye  Fahren k a m p  
Senator R o b e r t  Ziegler  
Senator  Bob M u l c a h y  
Senator Vic F i s c h e r  
S e nator A r l i s s  F turgu l e w s k i

3/16/84

ABOVE T E S T I M O N Y  RESU BM I T T E D  3 / 1 6 / 8 4  
TO SENATE R E S O URC ES COMMITTEE PUBLIC 
H E ARING ON SB 202 - E S T A B L I S H I N G  A 
Y A K A T A G A  STATE F O R E S T  - VIA 
TELECONFERENCE.

bcc: ’ City and B o r ough Assem b l y

POST OFFICE BOX 638 t SITKA, ALASKA 99035



ALASKA SOCIETY OF AMERICAN FORESTERS 

1123 Ril Circle 
Anchorage, AK 99504

M a r c h  12, 1984

Senator Richard Eliason 
Pouch V

Juneau, Ak 99811 

Dear Senator Eliason,

The Alaska Society of American Foresters (SAF), comprised of 280 

professional foresters in Alaska, is appreciative of the opportunity 

to present a statement in support of Senate Bill 202, creating the 
Yakataga State Forest.

SAF is a strong proponent of multiple use management, whereby all of 

the natural resources of a given area are managed in a planned and 

balanced manner. This is a written, policy of SAF both at the State 
and National level.

Establishment of a State Forest at Yakataga i3 an excellent 

opportunity for true multiple use management. Plan3 of the State's 

Division of Forestry call for timber, mining, fi3h and wildlife 
habitat, and other natural resources all being used or maintained 

compatibly in a multiple use and sustained yield approach.

Furthermore, thi3 approach is consistent with the Alaska Forest 
Resources and Practices Act.

S AF  is encouraged by the stated intent and demonstrated commitment of 

the State's Division of Forestry to (l) sustained yield management of 

the timber, (2) cooperation with the Alaska Department of Fi3h and 
Game in the protection of wildlife habitat, and (3) active pursuit of 
a cooperative use agreement with mining interests in the proposed 
State Forest urea.

A balanced land and resources management program, such as is beginning 

to evolve thru these efforts, should lead to sound economic 

development of the resources and the local communities, as well as 

provide protection for other natural resources of the area.

The Alaska Society of American Foresters strongly urges passage of 

Senate Bill 202.

Sincerely,

Vernon J. LaBau 

State Chairman

Alaska Society of American Foresters



S E L D O V I A  N A T I V E  A S S O C I A T I O N ,  I N C .

P.O . DRAWER L 
SELDOVIA. ALASKA 99663 

(907) 234-7625 • 234-7890

March 23, 1984

Honorable Senator John Snckett 
State Capitol 
Pouch V
Juneau, Alaska 99811 

Dear Senator Sackett:

Th is le tte r is to exnress Seldovia Native Association's sunonrt o f Senate 
Bill 202, crea ting a State Forest at Yakataqa.

We also supno r t the amendment to th is bil l bv Senator Bettye
Fahrenkamp, allowing the Commissioner o f the Dooartment of Natural 
Resources to make limited land trade w ith in the State Forest.

We have discussed SB 202 w ith Sam Bessino, the land manaqer for the
Chuqach Natives Inc. As a resu lt o f our discussions, we would sunnort
a fu r th e r amendment tha t maw be in troduced bv Senator Richard Eliason, 
which would allow the Commissioner of D .N .R . to negotiate w ith Chuqach 
Natives In c . , fo r anv lands which are not selected bv the Seldovia Native 
Association as oa r t o f the Kachenak Bav State Park.

Fred H. Elvsaas, President 
Si.idovia Native Association, Inc.

ccr All Stale Senators
Chuqach Natives Inc. 
Esther Wunnicke 
Gary Gustafson



Co rdov a  L and s  C o a l i t i o n  
Box 1133 

C o rd o v a ,  A l a s k a  99574

F e b .  2 6 ,  1 9 3 4

S e n a t o r  R i c h a r d  E l i a s o n  
Pouch  V
J u n e a u ,  A l a s k a  99311 

D e a r  S e n a t o r  E l i a s o n ,

We h a v e  r e c e n t l y  h e a r d  t h a t  you  h a v e  i n t r o d u c e d  a 
b i l l  t o  c r e a t e  a  S t a t e  F o r e s t  i n  t h e  Y a k a t a g a  a r e a .
We wou ld  l i k e  t o  e x p r e s s  o u r  s t r o n g  s u p p o r t  t o r  t h i s  
a c t i  o n .

The  C o rdov a  L and s  C o a l i t i o n  w r o t e  you l a s t  y e a r  
s u p p o r t i n g  t h e  e s t a b l i s h m e n t  o f  a Y a k a t a g a  S t a t e  
F o r e s t .  We a p p r e c i a t e  y o u r  c o n t i n u e d  e-f -For ts  t h i s  
y e a r  a s  w e l 1.

The Y a k a t a g a  a r e a  i s  t h e  b e s t  t i m b e r  a r e a  
r e m a i n i n g  i n  S t a t e  h a n d s .  I t  i s  a l s o  an a r e a  o-f r i c h  
w i l d l i f e  and f i s h e r i e s  r e s o u r c e s .  So f a r ,  t h e  b u l k  
o f  t h e  a r e a  h a s  b e e n  l i t t l e  im p a c t e d  by human u s e .  
T h i s  a r e a  wou ld  make a m a jo r  im p a c t  on t h e  S t a t e  
F o r e s t  t i m b e r  b a s e ,  h e l p i n g  t o  a l l o w  s u s t a i n e d  
c om m e r c i a l  l e v e l s  o f  t i m b e r  h a r v e s t .  At t h e  same 
t i m e ,  S t a t e  F o r e s t  d e s i g n a t i o n  wou ld  p r om o t e  m u l t i p l e  
u s e  managemen t  w i t h  p r o t e c t i o n  o f  key w i l d l i f e  and 
f i s h e r i e s  r e s o u r c e s .

Thank you  f o r  s p o n s o r i n g  t h i s  L i l l  t o  d e s i g n a t e  a 
Y a k a t a g a  S t a t e  F o r e s t .

S i  n c e r e l y ,

O l i v e r  O sbo rn  
P r e s i  d e n t



CHUGACH NATIVES, INC.
9 0 3  W E S T  N O R T H E R N  L I G H T S ,  S U I T E  2 0 1  •  A N C H O R A G E .  A L A S K A  9 9 S 0 3  

( 9 0 7 )  2 7 6 - 1 0 B O  T E L E X  2 6 - 4 9 7

March 22, 1984

Mr. Max Gifford, Staff Assistant 
Senate Finance Committee 
Pouch V
Juneau, AK 99811

re: CSSB 202 Yakataga State forest

Dear Mr. Gifford:

Thank you for taking time with me yesterday. CNI is requesting that the 
following amendments to CSSB 202 be included through the auspices of your 
office when the Bill comes before the Finance Committee:

(1) after “Kachemak Bay State Park" add "or other private lauds or 
interests therein"; and

(2) Change "1985" to "1986".

7he effect or our proposed amendments would be to enable the Commissioner 
of DNR to exchange up to 3,000 acres in the State forest for lands or 
interests in lands owned by CNI or its Village Corporations. When CNI 
was negotiating its land exchange agreement, we were repeatedly denied 
nominations on 60,000 acres in the Yakataga area. If the State is now 
agreeable to such exchange rights, we feel we should have some opportunity 
to participate if Seldovia Native Association chooses not to up to 3,000 
acres. In addition, if an exchange agreement is to be negotiated between 
CNI & DNR, we feel that an additional year will be necessary.

Siiv arely,

CHUGACH NATIVES, INC.

X Jifryyi
Samuel J. Bacino
Vice President of Lands & Natural Resources

SJB:jdc

cc: Seldovia Native Association

Reed Stoops 

Fred Boness



MEMORANDUM State of Alaska

T0: The H o n o rable R i chard Eliason
A l a s k a  State Senate

DATE: A p r i l  3, 1984

FILE NO:

-------
TELEPHONE NO:

f ro m : R obert D. A r nol d
D e p u t y  Commi s s i o n e r

SUBJECT: SB 202 - Yaka t a g a  State 
Forest

D e p a r t m e n t  of Natural Resources

The D e p a r t m e n t  of Natural Resources has no ob ject i o n s  to 
a m e n d i n g  the CS for SB 202, Yakataga State Forest, to indicate 
that the up to 3,000 acres of land w h i c h  m a y  be exchan ged is 
not limited to trades for private  inholdings w i t h i n  Kachemak 
Bay State Park. To a ccomplish  this, the w o r d s  "for private 
inholdings w i thi n the Kache m a k  Bay State Park" could be deleted 
from lines 5 & 6 on page 3 of CSSB 202.

cc: John Sturgeon
State Forester



9151 Skywood Lane 
Juneau, A l a s k a  99801 
May 21, 1984

The H o n o r a b l e  J o h n  Ringstad
The H o n o r a b l e  R i ch ard Schultz
Co-Chairs, Ho use R esources C o m m i t t e e
A l a s k a  L e g i s l a t u r e
Room 116, Capitol Build ing
Juneau, A l a s k a  99801

Re: Y a k a t a g a  State F o r e s t  [CS SB 202 (Fin)D

Dear C h a i r m e n  Ringstad  and S c h u l t z  and C o m m i t t e e  Members:

T h e  L e a g u e  of W o m e n  V oters of A l a s k a  supports e n a c t m e n t  
of the subject legislation. W e  h o p e  you r C o m m i t t e e  will p r o m p t l y  
report out the bill.

D E C :sd
cc: Paula Z i egler (L W V A K  President)





Proposed amendment to CSSB 126 (REsources)

Page 2, line 7:

A d d  a n e w  section to read:

* Sec. 3. AS 38.04.020 is amended by adding a n e w  

subsection to read:

(e) Notwi t h s t a n d i n g  other provisions of this title, 

lands w ithin the disposal bank not proposed for disposal 

under (d) 2-4 of this section w ithin the following three 

years shall be a vailable for staking under the remote 

parcel program, provid ed that entries under this provision 

not be allowed w i t h i n  one-quarter mile of any existing 

private land or other remote parcel entry.
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O f f e r e d :  4 / 2 0 / 8 3
R e f e r r e d :  R u l e s

O r i g i n a l  s p o n s o r s :  F a h r e n k a m p  a n d  B e n n e t t

IN THE SENATE BY THE RESOURCES COMMITTEE

CS FOR SENATE B I L L  NO. 216 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA

THIRTEENTH L E G I S LATURE - FIRST SESSION

A  BILL

For an Act entitled: "An Act relating to mining lease locations on, and

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

* Section 1. Section 5, ch. 108, SLA 1981, is amended to read:

Sec. 5. SPECIAL PROVISION F OR MINING LEASE LOCATIONS. N o t w i t h­

standing AS 38.05.205(a), until December 31, 1985 [1983], minerals may 

be mined, marketed, or used on a location for mineral leasing under 

AS 38.05.205 on state land [TENTATIVELY APPR O V E D  OR PATENTED TO THE 

STATE UN D E R  SECTION 6(a) OR 6(b) OF THE A LASKA STATEHOOD ACT (P.L. 85- 

508, 72 STAT. 339, AS AMENDED)] upon discovery, location, and r e c o r d­

ing in accordance with AS 38.05.195. However, this section does not 

apply to a locator who does not file an application for a lease w i thin 

90 days after receipt of the application form as required by AS 38.- 

05.205.

* Sec. 2. AS 38.04.020(c) is amended to read:

(c) Land to be retained in state ownership may be classified by 

the commissioner into multiple-use management categories under AS 38.- 

05.300. [LAND WITHIN A M U N ICIPALITY RETAINED IN S'i^TE OWNERSHIP 

CONSISTS OF LAND CLASSIFIED FOR RETENTION IN STATE OWNERSHIP AS OF 

D ECEMBER 31, 1980.] Land outside a municipality to be retaiiu H in 

state ownership consists of land classified for retention in state

to the state by the federal government that is to be retained in state

classification of, state land; and providing for an

effective date."

ownership by the commissioner [1983]. Land conveyed

-1 C S S B  2 1 6 ( R e s )



2

3

4

5

6 - ^

1 ownership consists of land classified by the commissioner w i t h i n  two 

years of receipt of tentative approval or patent, whi c h e v e r  occurs 

first. State land not classified for retention in state ownership or 

selected by the munici p a l i t y  under this section shall be classified  

and included in the land disposal bank. The commissioner shall ensure 

that the bank includes at least 500,000 acres.

takes effect immediately in accordance w i t h  AS 01.-

C S S B  2 1 6 ( R e s ) -2-
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o w n e r s h i p  c o n s i s t s  of land c l a s s i f i e d  by the c o m m i s s i o n e r  w i t h i n  two 

y e a r s  of r e c e i p t  of t e n t a t i v e  a p p r o v a l  or patent, w h i c h e v e r  o ccurs 

first. State land not c l a s s i f i e d  for r e t e n t i o n  in state o w n e r s h i p  or 

s e l e c t e d  by the m u n i c i p a l i t y  u n d e r  this s e c t i o n  shall be c l a s s i f i e d  

a nd i n c l u d e d  i n  the lan d  d i s p o s a l  bank. The c o m m i s s i o n e r  shall e n s u r e  

that the b a n k  includes at least 500,000 acres.

* Sec. This A c t  takes effect immedi a t e l y  in a c c o r d a n c e  w i t h  AS 01.-

10.070(c).
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D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

BILL SHEFFIELD. GOVERNOR

555 Cordo»a Slieel 
Pouch 7-OOf 

Anchorage. AK $9510 
(907) 276-2653

B r i e f i n g  Sta t e m e n t  on CSSB 2l6

"An Act relating to m i n i n g  lease locations on. and c lassification of, state 

land; a n d  p r o v i d i n g  for an effective date*"

C S S B  216 v o u l d  extend tvo deadlines, one for 'the issuance of mining leases 

and the other for c l a s s i f y i n g  land in the u norganized borough, and vould 

make related h o u s e k e e p i n g  changes.

M i n i n g  Leases Under AS 38.05.185, about 15/-- of state lands have be e n  

de s ignated as having "potential use conflicts" that require mining claims to 

be converted + o leases b efore mineral production begins. (The department 

c a n  also de. te land for leasing if it vas "mineral in character" at the 

time of state selection, but this authority has never been exercised.) The 

lease terms can the n  be designed to minimize conflicts vit h  multiple use 

development o c curring at the same site: gravel extraction, logging,

r e c r e a t i o n a l  use, oil p roduction, etc. Hcvever, no leases have been issued 

yet, and a b a c k l o g  of p e r h a p s  6 0 - 1 0 0  mine sites awaits conversion to 

leases. 3o that m i n i n g  d evelopment vould not be delayed, legislation vas 

passed iri 1 9 8 1 to p r o vide a special grace period allowing many miners to 

pr o d u c e  without a lease until Dec. 31, 1933. The department supported that 

le g i s lation and hoped to be able mo draft a lease form, update its leasing 

regulations, complete title research, give public notice, and issue all the 

n ecessary leases b e fore the deadline arrived.

But because of other n e w  m i n eral programs undertaken during the sane p eriod 

(coal and geo t h e r m a l  lease sales, noncompetitive coal disposals, initiation 

of the coal surface raining program, and offshore mining leases), that 

schedule has p r oven impossible to roet. To avoid interrupting or delaying 

pr o d u c t i o n  from e x i s t i n g  mines, the department urges that the grace period 

be extended to the end of 1 9 8 5 . The department also favors the other mining 

l e a s e - r e l a t e d  change C S S B  2 16 vo u l d  accomplish: m a king the grace period

app l i c a b l e  to leasehold locations on all state lands. The current 

p o s t p o n e m e n t  of the leasing requirement applies only to "community 0 rant" 

a nd "general grant" lands, omitting mines on mental health lands, placer 

mines on the beds of navigable rivers, etc. This p o tential inequity should 

be corrected so that p r o d u c t i o n  can legally continue while the department 

com p l e t e s  the n e cessary steps in the leasing process.

L a n d  C l a s s i f i c a t i o n  in the U n o r g a n i z e d  Borough AS 3 8 . 0 ^ . 020(c) required 

c l a s s i f i c a t i o n  by Dece m b e r  31, 1980, of all land that vas to be retained in 

state o w n e r s h i p  w i thin muni c i p a l i t i e s .  For land in the u n o r g a n i z e d  borough, 
it sets a c l a s s i f i c a t i o n  deadline of J u l y  1, 1P&3. A  m u l t i - a g e n c y  special 

p r o j e c t  enabled the 19 8 0 deadline to be met on shedule. (Since that 

p r o v i s i o n  is now obsolete, CSSB 2l6 vo u l d  repeal it.) However, t^o factors 

have con v i n c e d  the d e p a rtment that a similar effort to meet the 1 9 8 3 ' 

u n o r g a n i z e d  b o r o u g h  deadline v o u l d  not be an efficient use of staff time.



f i r s t ,  in the u n o r g a n i z e d  b o r o u g h  th>_- department lacks the detailed resource 

i n f o r m a t i o n  n e cessary for k n o w ledgeable classifications. Much of this 

i n f o r m a t i o n  w i l l  be d e veloped ove r  the next two years as the Susitna,

Tanana, and B r i s t o l  Bay ar e a  plans are completed and new planning projects 

a re u n d e r t a k e n  in the K u s k o k w i m  and Copper River regions. Classifying that 

l an d  n o w  would be pre m a t u r e  a nd would soon have to be done over again as the 

d a t a  becomes available. Secondly, the department has recently adopted new 

land plann i n g  and c l a s s i f i c a t i o n  regulations, but they are still being 

r e v i e w e d  by the Dep a r t m e n t  of L a w  and have not yet gone into e f f e c t . The 

a m e n d e d  regulations e l i m i n a t e  certain classifications (including greenbelt 

a n d  resource assessment), combine others, and add several new mineral 

c l a s s ifications. The d e p a rtment would prefer'that any extensive 

c l a s s i f i c a t i o n  project in the u norganized borough be b a s e d  on its new 

regulations, rather th a n  cn the system currently in effect, A  two-year 

e x t e n s i o n  of the deadline w i l l  al l o w  this change to take place.

B o b  A r n o l d ,  D e p u t y  C o m m i s s i o n e r

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

Date
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"An Act relating to m i n i n g  lease locations on, and classification of, state 

land; and p r o v i d i n g  for an effective date."

CSS B  216 v o u l d  e x tend tvo deadlines, one for 'the issuance of mining leases 

and the other for c l a s s ifying land in the u n o r g anized borough, and vould 

make related h o u s e k e e p i n g  changes.

M i n i n g  Leases Under AS 38.05.185, about 1 5$ of state lands have bee n  

designated as h aving "potential use conflicts" that require mining claims to 

be converted to leases before mineral production begins. (The department 

c an also designate land for leasing if it vas "mineral in character" at the 

time cf state selection, but this authority has never been exercised.) The 

lease terms can then be designed to minimize conflicts vit h  multiple use •> 

d evelopment occ u r r i n g  at the same site: gravel extraction, logging,

recreational use, oil production, etc. Kovever, no leases have been issued 

yet, and a b a c k l o g  of p e r haps 6 0 - 1 0 0 mine sites awaits conversion to 

leases. So that m i n i n g  development vould not be delayed, legislation vas 

p assed in 1 9 8 1 to p r o vide a special grace period allowing many miners to 

p r o duce without a lease until Dec. 31, 1983. The department supported that 

legislation and hoped to be able to draft a lease form, update its leasing 

regulations, complete title research, give public notice, and issue all the 

n ecessary leases b e f o r e  the deadline arrived.

Eut because of other new mineral programs undertaken during the same period 

(coal and geothermal lease sales, noncompetitive coal disposals, initiation 

of the coal surface m i n i n g  program, and offshore mining leases), that 

schedule has p roven impossible to meet. To avoid interrupting or delaying 

p r o d uction from e x i s t i n g  mines, the department urges that the grace period 

b e  extended to the end of 1 9 8 5 . The department also favors the other mining 

lease-related change C S S B  216 vould accomplish: making the grace period

a p p l icable to leasehold locations on all state lands. The current 

postpo n e m e n t  of the leasing requirement applies only to "community grant" 

and "general grant" lands, omi + M n g  mines on mental health lands, placer 

mines on the beds of navigable rivers, etc. This potential inequity should 

be corrected so that product-on can legally continue vhi.le the department 

completes the nec e s s a r y  steps in the leasing process.

L a n d  C l a s s i f i c a t i o n  in the Unorganized Borough AS 38. O h .020(c) required 

c l a s s i f i c a t i o n  by D e c e m b e r  31, 1 9 8 0 , of all land that vas to be retained in 

state o w nership w i t h i n  municipalities. For land in the unorganized borough, 
it sets a c l a s s i f i c a t i o n  deadline of Jul y  1, 1983. A  m u l t i - a g e n c y  special 

project enabled the 1 9 8 0 deadline to be met on shedule. (Since that 

p r o v i s i o n  is now obsolete, CSSB 2l6 wo u l d  repeal it.) However, two factors 

have convinced the department that a similar effort to meet the 19 8 3  
u n o r g a n i z e d  b o r o u g h  deadline vould not be an efficient use of staff time.



First, in the u n o r g a n i z e d  b o r o u g h  the department lacks the detailed resource 

in f o r m a t i o n  nec e s s a r y  for knowledgeable classifications. Much of this 

i n f o r m a t i o n  w i l l  be d e veloped over the next two years as the Susitna,

Tanana, a nd E r i s t o l  Bay area plans are completed and new planning projects 

are u n d e r t a k e n  in the K u s k o k w i m  and Copper River regions. Classifying that 

land n ow would be p r e m a t u r e  and would soon have to be done over again as the 

d a t a  becomes a v a i lable. Secondly, the department has recently adopted new 

land planning and c l a s s i f i c a t i o n  regulations, but they are still being 

revi e w e d  by the D e p a r t m e n t  of La..- and have not yet gone into effect. The 

a m e n d e d  regulations eli m i n a t e  certain classifications (including greenbelt 

and resource a s s e s s m e n t ) ,  combine others, and add several new mineral 

c l a s s ifications. The department would prefer'that any extensive 

clas s i f i c a t i o n  p r o ject in the unorganized borough be ba s e d  on its new 

regulations, rather tha n  on the system currently in effect. A  two-year 

e x t e n s i o n  of the deadline will allow this change to take place.

B o b  A r n o l d ,  D e p u t y  C o m m i s s i o n e r

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

Date



§ 38.05.205 P u b l i c  L a n d s § 38.05.205

required under this subsection shall be mad e  in compliance with land 

classification orders and land use plans developed under A S  38.05.300.

(b< The failure on the part of a mining lessee or a locator to comply 

strictly with A S  38.05.185 —  38.05.280 and regulations adopted under 

it does not invalidate his rights if it appears to the satisfaction of the 

commissioner that the locator complied as nearly as possible under the 

circumstances of the case, and that no conflicting rights are asserted 

by any other person. Unless otherwise provided, the usages and inter­

pretations applicable to the mining laws of the United States as supple­

mented by state law apply to A S  38.05.185 —  38.05.280. (§ 1 art IX ch 

169 S L A  1959; a m  § 19 ch f,l S L A  1960; a m  § 1 ch 123 S L A  1961; a m  

§ 1 ch 108 S L A  1981)

E f f e c t  o f  a m e n d m e n t s .  —  T h e  1981  

a m e n d m e n t  a d d e d  t h e  fo u r t h  th ro u g h  

s i x t h  s e n te n c e s  o f  s u b s e c t io n  ( a ) .

Sec. 38.05.205. Mining leasing, (a) Prior discovery, location and 

filing shall initiate prior rights to mineral deposits subject to A S

38.05.185 —  38.05.280 in or on state lands, other than submerged 

lands, which are open to mining leasing. Locations shall be ma d e  and 

certificates of location recorded in accordance with A S  38.05.195. If the 

located lands are avai.'able only for leasing, the director shall publish 

in a paper of general circa’.' ion in the area of the location, notice of 

the filing of the locution and notice that a mineral lease will be issued. 

The notice m a y  be combined with notices of locations either in the same 

general area or statewide. Unless a conflicting location exists, no later 

than two weeks after publication of the notice, an application form for 

a mining lease shall be mailed to the locator by the director. A  lease 

application shall be filed with the director by the locator within 90 days 

after receipt of the form. If the located lands are not available for 

leading, notice shall be given the locator by the director and the 

locator's prior rights shall terminate. A  mining lessee has the exclusive 

rights of possession and extr .ction of all minerals subject to A S

38.05.185 —  38.05.280 lying within the boundaries of his lease or 

location. Mining leases m a y  be issued for one location or for a group of 

contiguous locations held in common. Minerals m a y  not be mined and 

marketed or used until a lease is issued, except for limited amounts 

necessary for sampling or testing

b) Beginning on the date established by the commissioner under A S  

33.05.2 jl0 there shall accrue an annual rental for each leasehold loca­

tion or portion thereof whether or not under lease, not less than the 

value of annual labor improvements required for mining claims. The 

value of work done on, or for the benefit of, the leasehold in compliance 

with A S  38.05.210 m a y  be credited against the rental.

(c) A  mining lease shall be for any period up to 55 years, arid the 

lessee has a right to a new lease at the end of each lease period. The

59



§ 38.05.207 A l a s k a  S t a t u t e s  S u p p l e m e n t § 38.05.207

commissioner m a y  m a k e  reasonable adjustments of the rental rate at 

the end of each 20 year period, based upon changed conditions in pro­

duction costs and markets. A  valid mining claim located anti held 

under A S  38.05.195 m a y  be converted to a lease at any time upon 

application by the owner, and issuance by the director. N o  lights 

granted by a mining lease m a y  be exercised until the lease has been 

filed for record in the recording district where the land is located. (§ 4 

art IX ch 169 S L A  1959; a m  § 1 ch 123 S L A  1961; a m  § 2 ch 108 S L A  

1981)

E f f e c t  o f  a m e n d m e n t s .  —  T h e  1 9 8 1  

a m e n d m e n t  in  s u b s e c t io n  ( a ) ,  a d d e d  " th e  

d i r e c t o r  s h a l l  p u b l is h  in  a  p a p e r  o f  g e n e r a l  

c i r c u la t io n  in  th e  a r e a  o f  t h e  lo c a t io n , 

n o t ic e  o f  t h e  f i l in g  o f  t h e  lo c a t io n  a n d  

n o t ic e  t h a t  a  m in e r a l  le a s e  w i l l  b e  is s u e d "  

a t  th e  e n d  o f  th e  t h ir d  s e n t e n c e , a d d e d  th e  

p r e s e n t  fo u r t h  s e n t e n c e , a d d e d  " u n le s s  a 

c o n f l i c t in g  lo c a t io n  e x i s t s ,  n o  l a t e r  t h a n  

tw o  w e e k s  a f t e r  p u b l ic a t io n  o f  th e  n o t ic e "  

a t  th e  b e g in n in g  o f  th e  l i f t h  s e n te n c e , 

d e le te d  "u p o n  re q u e s t  o r  u p o n  r e c e ip t  o f  

n o t ic e  t h a t  t h e  lo c a t io n  h a s  b e e n  m a d e  on 

la n d s  o p e n  o n ly  fo r  l e a s in g "  a t  th e  e n d  o f  

th e  f i f t h  s e n te n c e , s u b s t i t u t e d  " t h e  

lo c a to r 's "  fo r  " h i s "  p r e c e d in g  " p r io r  r ig h t s "  

in  th e  s i x t h  s e n te n c e  a n d  a d d e d  " o r  lo c a ­

t io n ”  fo l lo w in g  " le a s e ”  in  .S e  s e v e n t h  s e n ­

t e n c e .

Sec. 38.05.207. Production license [Effective J a n u a r y  1, 1983). 

la) A n  application for a production license must be filed with the c o m­

missioner whe n  a locator of a mining claim under A S  38.05.195 or a 

lessee of a mining location under A S  38.05.205 is prepai *d to produce 

minerals for sale in commercial quantities. The application shall state 

under oath the location of the land and ownership of the mineral 

deposits involved in the mining operation and the date production 

began or is expected to begin. Upo n  receipt of an application, the c o m­

missioner shall publish in a paper of general circulation in the area of 

the location notice of the application and notice that a production 

license will be issued. The notice m a y  be combined with notices of other 

applications either in the same general area or statewide. Pending 

completion of this public notice requirement r.nd issuance of the pro­

duction license, the locator or lessee has the right to produce minerals 
from the property.

(b) If the commissioner determines under A S  38.05.185(b) that a 

locator or lessee has complied as nearly as possible under the circum­

stances of the case with the provisio-sof A S  38.05.185 —  38.05.280 and 

that no cor.fiicting rights are a1- .erted by any other person, the commis­

sioner shall issue a tra-.sl'erable production li^nse for mineral 

extraction. If conflicting rights are asserted the commissioner m a y  

resolve the conflict. (§ 2 ch 87 S L A  1982)

60

E d i t o r ’ s  n o t e s .  —  S e c t io n  5 , c h . 1 0 8 , 

S L A  1981  p r o v id e s : " S P E C I A L  P R O V I ­

S I O N  F O R  M I N I N G  L E A S E  L O C A ­

T I O N S .  N o t w it h s t a n d in g  A S  3 8 .0 5 .2 0 5 (a ) ,  

u n t i l  D e c e m b e r  3 1 , 1 9 8 3 , m in e r a l s  m a y  be 

m in e d , m a r k e t e d , o r  u s e d  o n  a  lo c a t io n  fo r  

m in e r a l  le a s in g  u n d e r  A S  3 8 .0 5 .2 0 5  on  

la n d  t e n t a t iv e l y  a p p ro v e d  o r  p a te n te d  to  

th e  s t a t e  u n d ,.-  s e c t io n  6 (a )  o r  6 (b )  o f  th e  

A la s k a  S ta te h o o d  A c t  ( F . L .  8 5 - 5 0 8 , 7 2  

S l a t .  3 3 9 , a s  a m e n d e d )  up o n  d is c o v e r y , 

lo c a t io n , a n d  re c o r d in g  in  a c c o rd a n c e  w it h  

A S  3 8 .0 5 .1 9 5 . H o w e v e r , t h is  s e c t io n  d o e s 

n o t  a p p ly  to  a  lo c a to r  w h o  does n o t f i l e  a n  

a p p l ic a t io n  fo r  a  le a s e  w i t h in  9 0  d a y s  a f t e r  

r e c e ip t  o f  t h e  a p p l ic a t io n  fo rm  a s  r e q u ir e d  

b y  A S  3 8 .0 5 .2 0 5 ."



§ 38.05.195 P u b l i c  L a n d s § 38.05.205

(6) corporations organized under the laws of the United States or of 

any state or territory of the United States and qualified to do business 

in this state, except that if more than 50 per cent of the stock of a 

corporation is owned or controlled by aliens w h o  are not qualified, the 

corporation is not qualified to acquire or hold such rights.

(b) If an unqualified person acquires an interest in exploration or 

mining rights by operation of law, he shall be allowed two years in which 

to become qualified or to dispose of his interest to a qualified person. 

(§ 2 art IX ch 169 S L A  1959; a m  § 1 ch 123 S L A  1961)

Sec. 38:0^.19o!fiVIining claims. Rights to deposits of minerals subject 
to 185 —  280 of Jiis chapter in or on state lands which are op^n to 
claim staking m a y  be acquired by discovery, location and filing as 

prescribed in §§ 185 —  280 of this chapter. The locator has the exclusive 

right of possession and extraction of all such minerals lying within the 

boundaries of his claim. A  location m a y  not exceed 1,320 feet in its 

longest dimension, and its boundaries shall run in the four cardinal 

directions. A  location shall be distinctly marked on the ground in the 

manner prescribed by the commissioner and a notice of location shali 

be posted on the claim in the manner and contaming the information 

required by the commissioner. Within 90 days after the date of posting 

the notice of location on the claim, the locator shall file for record in the 

recording district where the claim is located a certificate of location. The 

certificate of location shall contain the information required by the 

commissioner. Locations may be amended in the manner and with the 

effect prescribed in § 200 of this chapter. Annual labor shall be 

performed and statements of annual labor recorded as prescribed in §§ 

210 —  235 of this chapter. (§ 3 art IX ch 169 S L A  1959; a m  § 1 ch 123 
S L A  1961)

C it e d  in  M o o re  v . S l a t e ,  S u p . C t . O p . N o .

128-1 ( F i l e  N o s . 2 5 5 1 , 2 5 8 7 ) , 5 5 3  l \ 2 d  8 

(197(1).

Sec. 38.05.200. Changes in locations and a m e n d e d  notices. Notices 

m a y  be amended at any time and monuments changed to correspond 

with the amended location but no change m a y  be m a d e  which interferes 

with the rights of others. Whenever monuments are changed or an error 

is made in the notice or in the certificate of location, an amended 

certificate of location shall be filed for record in the same manner and 

with the sa m e  effect as the original certificate. (§ 47-3-34 A C L A  1949)

I t e v i s o r ' s  n o t e  ( 1 9 5 2 ) .  —  T h i s  s e c t io n  Am. J u r .  r e f e r e n c e .  —  3 0  A m . J u r . ,

w a s  a p p l ie d  to  s t a le - o w n e d  la n d s  b y  c h . 1 23 , M in e s  a n d  M in e r a ls ,  §  9 9  e t  s i ;

S L A  1 9 0 1 .

Sec. 38.05.205. Mining leasing, (a) Prior discovery location and filing 

shall initiate prior rights to mineral deposits subject to §§ 185 —  280



§ 38.05.300 A i.a s k a  S t a t u t e s  S u p p l e m e n t § 38.05.310

Sec. 38.05.300. Classiilcation of lands, (a) The commissioner 

shall classify for surface use lands in areas where he considers it neces­

sary and proper. This section does not prevent reclassification of lands 

where the public interest warrants reclassification, nor does it preclude 

multiple purpose use of lands whenever different uses are compatible. 

N o  state land, water, or land and water area shall, except by act of the 

state legislature, be closed to multiple purpose use, if the area involved 
contains more than 640 acres.

(b) Not later than February 1 of each year, the commissioner shall 

submit a written report to each house of the legislature which describes 

and shows the location of all classifications of state land mad e  under 

(a) of this section during the preceding year. (!) 1 art III ch 169 S L A  

1959; a m  § 2 ch 31 S L A  1964; a m  §§ 33, 34 ch 85 S L A  1979)

E f f e c t  o f  a m e n d m e n t s .  —  T h e  1 9 7 9  

a m e n d m e n t  a d d e d  th e  s u b s e c t io n  ( i l l  d e s ­

ig n a t io n , n n d  in  t h a t  s u b s e c t io n , s u b s t i ­

tu te d  " c o m m is s io n e r  s h n l l  c l a s s i f y  fo r  

s u r f a c e  u s e  la n d s "  fo r  " d i r e c t o r  s h a l l  m a k e  

a  p r e l im i n a r y  c la s s i f i c a t io n  fo r  s u r f a c e  u se  

o f  a l l  la n d "  in  t h e  f i r s t  s e n t e n c e , d e le te d  

" fo r  f u t u r e  d e v e lo p m e n t "  f ro m  th e  e n d  o f  

t h e  f i r s t  s e n t e n c e , a n d  d e le te d  t h e  fo rm e r  

se c o n d  s e n t e n c e , w h ic h  r e n d : " T h e  c l a s s i f i ­

c a t io n . t o g e t h e r  w i t h  n la n d  u s e  p l a n ,  s h a l l  

b e  t r a n s m it t e d  to  t h e  c o m m is s io n e r  fo r  h is  

a p p r o v a l ,  m o d i f ic a t io n , o r  r e je c t io n ."  T h e

a m e n d m e n t  a ls o  a d d e d  s u b s e c t io n  (b ) .

E d i t o r ' s  n o t e s .  —  A s  to  c fT e c t o f  

r e d e s ig n a t in g  m e n t a l  h e a lt h  la n d  n s  

g e n e r a l  g r a n t  la n d  on  u s e  c la s s i f i c a t io n s  

u n d e r  t h is  s e c t io n , s e e  5 3 lb ) ,  c h . 1 8 1 , S L A  

1 9 7 8  in  th e  1 9 7 8  T e m p o r a r y  a n d  S p e c ia l  

A c t s  a n d  R e s o lv e s .

A s  to  o fTecl o f  r e d e s ig n a t in g  m e n ta l  

h e a lt h  la n d  a n d  s c h o o l la n d  a s  g e n e ra l 

g i a n t  la n d  on  u se  c la s s i f i c a t io n s  u n d e r  t h is  

s e c t io n , see  §§  1 —  2 , c h . 1 8 2 . S L A  1 9 7 8  in  

th e  1 9 7 8  T e m p o r a r y  n n d  S p e c ia l  A c t s  n n d  

R e s o lv e s .

Sec. 38.05.301. L a n d  disposal in the unorganized borough. 

Before a sale, lease inder A S  38.05.070 —  38.05.105, or other disposal 

of state land in the unorganized boroug! . the commissioner shall con­

sider the effect that the sale, lei se. other disposal m a y  be expected 

to have on the density of the population in the vicinity of the land, 

and potential for conflicts with the traditional uses of the land that 

could result from the sale, lease, or disposal. If he finds it necessary, the 

commissioner shall develop a plan to resolve or mitigate the conflicts 

in a m a n n e r  consistent with the public interest and the provisions of 

A S  38.05.005 —  38.05.370. (!) 33 ch 113 S L A  1981)

Sec. 38.05.305. Notice a n d  review.

Repealed by !) 45 ch 113 S L A  1981.

C r o s s  r e f e r e n c e s .  F o r  p r o v is io n s  un  d e r iv e d  fro m  5 2 , a r t .  I l l ,  c h . 1 0 9 , S L A

n o l ic e  r e q u i r e m e n t s ,  s e e  A S  3 8 .0 5 .. ‘M 5 . 1 9 5 9 ; $ 1 1 , c h . 2 5 7 , S L A  1 9 7 C ; §& 3 5 , 3 6 ,

E d i t o r ' s  n o t e s ,  —  T h e  re p e n te d  s e c t io n  c h . 8 5 , S L A  7 9 ; 5 3 , c h . 1 0 8 , S L A  1 9 8 1 .

Sec. 38.05.310. Appraisal, (a) N o  land m a y  be sold or leased, or a 

renewal lease issued, except in the case of tin oil or gas or mineral lease, 

unless it has been appraised within 120 days before the date fixed for 

the sale or lease. W h e n  land is offered tit public sale hut is not sold and
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Chapter 108

AN ACT

Relat ing to mineral leaalngi  and providing for 

an e f fec t i ve  date.

• Section 1. .iS 38.05.185(a) l i  amended to readi

(a) The acquis i t ion and continuance of r ights In and to dopoolts 

on state lands of minerals which on January 3, 1959, were subject to 

location under cde miring lavs of the United States shal l  be governed 

by AS 38.05.185 - 38.05.230.  Nothing In AS 38.05.185 - I 'd.05.280 

affects the law pertaining to the acquis i t ion of r ights to mineral 

deposits owned by any other person or government. The d irec tor ,  with 

the approval of the commissioner, shal l  determine those lands from 

which mineral deposits may be mined only under lease,  and, subject to 

the l imi tat ions of AS 38.05.300,  those lands which shal l  be closed to 

mining. State land may not be closed to mlnlnR or mineral location un­

less the commissioner makes a f inding that mining would be Incompatible 

with s ign i f i cant  surface uses on the state land. State land may not be 

restr icted to mining under lease unless the commlurloner determines that 

potential use conf l i c t s  on the state land require that m<nlny. In; allowed

only under wri tten leases Issued under AS 38.05.205 or the commlsaloner
I

has determined that the land was mineral In character at the time of 

state se lect ion.  The determination!! required under thi s subsection 

shall be made In compliance with land c l a s s i f i c a t i o n  ordcru nnd land 

use nlans doveloped under AS 30.05.300.

* Sec. 2. AS 38.05.205(a) I s  amended to readi

-1- SCS CSItU 350(lteu) urn S



Chapter 10b

(a) P r io r  di scovery ,  locat ion and f i l i n g  sh a l l  I n i t i a t e  prior 

r ights  to mineral  deposlta subject to AS 38.OS.185 - 38.05.280 in or os 

state lands,  other than submerged 1 .ds, which are open to mining 

lees lng.  Locations sh a l l  be made and c e r t i f i c a te s  of locat ion recordtl 

In accordance with AS 38.05.195.  I f  the located landi are available 

only for l easing,  the d i rec tor  sha l l  publish In a paper of  Reneral 

c i r c u l a t io n  In the area o f  the locat ion,  notice of the f i l i n g  oi  the 

locat ion and notice that a mineral  lease w i l l  be l ssusd.  The notice 

may be combined with not i ces of  locat ions e i ther  In the same general 

area or s t a t ewide. Unless a conf l i c t ing  location e x i s t s ,  no la ter  this •

two weeks a f t e r  pub l i ca t ion of tha not ice ,  an appl i cat ion form for a 

mining lease sh a l l  be mai led to the locator by the d i rector  [UPON RE- j' 

QUEST OR UPON RECEIPT OP NOTICE THAT THE L0CAT10U HAS BEEN HADE ON 

LANDS OPEN ONLY FOR LEASING!. A lease appl icat ion sha l l  bo f i l e d  with 

the d i rector  by the locator  wl th la 90 days a f te r  receipt  of the fora.

I f  the locate-', lands ara not avai lab le  for l easing,  notice i . a l l  be  ̂

given the locator by the d irec tor  and the locator ' s  (HIS) pri- . r  rights j 

sha l l  terminate.  A raining lesaoe has the exclusive r ights of  posseiilee * 

and extract ion of  a l l  minerals subjoct to AS 38.05.185 - 38.05.200 ljfl&t 

wi th in the boundaries of  hla lease or locat ion. Mining ' leases may b« 

Issued for  one locat ion or for a group of  contiguous locat ions held la 

comoon. Minerals may not be mined and marketed or uaci* un t i l  a lean U » 

Issued, except for  l lml tod amounts necessary for sampling or tearing

* Sec. 3. AS 38.05.305 la amended by adding a new subsection to read:

(e) The provi sions of th i s  sect ion do not apply to a lease is*“** *

under AS 38.05.205.

* Sec.  4. AS 38.05.345 I s  amended by adding a new aubsoctlon to rcadi |

(h) The provi sions of th i s  sootlon do not apply to a lease lsio** j* 

under AS 38.05.205.

-2- SCS C5IIB 350(Ros) am S
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• Sec. 5.  SPECIAL PROVISION FOR MINING LEASE LOCATIONS. Notwithstanding 

IS 38.05.205(a) ,  u n t i l  December 3.’ , 1983, minerals may be mined, marketed, 

er used on a location for. mineral leasing under AS 38.05.205 on land tentar 

tlvely approved or patented to the atate under section 6(a) or 6(b) of the 

ilsaka Statehood Act (P . L .  85-508, 72 S tat .  339, as amended) upon discovery,  

location, and recording In accordance with AS 38.05.195.  However, t h l i  

■action doea not apply to a locator who does not f i l e  an application for a 

liaia within 90 days a fte r  receipt of the application form as required by 

U 38.05.205.

* Sec. 6,  This Act takes ef fect  Immedletely In accordance with AS 01.10.-  

070(c).

-3- SCS CSIIB 350(Rus) am S
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£llas'fea ibtate ILcgtSlatute
B E T T Y E  F A H R E N K A M P .  C h a ir m a n

R O B E R T  H . Z IE G L E R . S R .. V ic e  C h  • m a n
D IC K  E L IA S O N

P A U L  F IS C H E R
V IC  F IS C H E R
B O B  M U L C A H Y
A R L I S S  S T U R G U L E W S K I

P O U C H  V

s t a t e  c a p i t a l

J U N E A U , A L A S K A  & 9o1l 
(937) A6S-363A 
(9 07| A 6S-3535

ibertate
C o m m i t t e e  o n  I t c s o u r c c s

A p r i l  1 5 ,  1 9 8 3

Memo

T o S e n a t e  R e s o u r c e s  C o m m i t t e e  M em b er s

F r o m :  S e n a t e  R e s o u r c e s  C o m m i t t e e  S t a f f

S u b j e c t :  H e a r i n g ,  I n s t r e a m  F l o w  O v e r s i g h t ;  SB  2 1 6 ,  M i n e r a l  l e a s e h o l d  e x t e n s i o n ;

S J R  2 4 ,  N a t u r a l  G a s  D e r e g u l a t i o n  an d  C o n t r a c t  A b r o g a t i o n .

B a c k g r o u n d  i n f o r m a n t  I n s t r e a m  F l o w  i s  b e i n g  s e n t  u n d e r  s e p a r a t e  c o v e r .

A S  3 8 . 0 5 . 1 8 5  p r o v i d e s  t h a t  on  s t a t e  l a n d s  o f  m i n e r a l  c h a r a c t e r  o r  l a n d s  w h e r e  

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

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

t h e  p r o d u c t i o n  o f  p l a c e r  g o l d  a n d  t h e  i n a b i l i t y  o f  t h e  D e p a r t m e n t  o f  N a t u r a l  

R e s o u r c e s  t o  c o n v e r t  t h e  c l a i m s  t o  l e a s e s ,  i n  1981 t h e  L e g i s l a t u r e  p a s s e d  

a b i l l  t o  p e r m i t  p r o d u c t i o n  on r e g u l a r  c l a i m s  t o  p r o c e e d  u n t i l  D a c e m b e r  3 1 ,

1 9 8 3  w i t h o u t  h a v i n g  t o  c o n v e r t  t o  a l e a s e .

A t t a c h e d  i s  a m em or and um  f r o m  K a y  B r o w n ,  D i r e c t o r  o f^DMEM,  e x ;.1 l i n i n g  t h e  

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

t h e  l a r g e  n u m b e r  o f  c l a i m s  b y  t h e  1 983  d e a d l i n e .  S B  2 16  w o u l d  m c v e  t h e  d e a d l i n e  

f o r  s u c h  c o n v e r s i o n s  t o  D e c e m b e r  3 1 ,  1 9 8 5  t o  e n a b l e  t h e  D e p a r t m e r t  t o  

p r e p a r e  t h e  l e a s e  f o r m  an d  p r o c e d u r e s ,  Lo p r o c e s s  t h e  m i n i n g  c l a i m s  on 

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

p o s s i b l e  c h a n g e s  i n  a x i s t i n g  l a w  a r  J. r e g u l a t i o n .

A m en dm en t  t o  SB  2 1 6  ^

A n o t h e r  p r o v i s i o n  o f . T i t l e  3 8  d e a l i n g  w i t h  l a n d  i s s u e s  w h i c h  i n v o l v e s  a 

d e a d l i n e  w h i c h  c a n  n o t  be  a d m i n i s t r a t i v e l y  m e t  i s  A S  3 3 . 0 4 . 0 2 0 ( c ) .  T h i s  

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

i n  s t a t e  o w n e r s h i p  b y  J u l y  1 ,  1 9 S 3 .  L a n d s  n o t  so  c l a s s i f i e d  w o u l d  be  i n c l u d e d  

i n  t h e  l a n d  d i s p o s a l  b a n k  f o r  p o s s i b l e  d i s p o s a l .

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

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

a n d  t h e  i d e n t i f i c a t i o n  o f  a l l  l a n d s  w h i c h  m i g h t  be  r e c o m m e n d e d  f o r  r e t e n t i o n  

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

S B  2 16



p a g e  2

T h e  a t t a c h e d  l e t t e r  f r o m  t h e  DNR r e q u e s t s  a n  a m e n d m e n t  t o  SB 2 1 6  t o  e x t e n d  

t h e  d e a d l i n e  f o r  t h e  c l a s s i f i c a t i o n  o f  l a n d  t o  be  r e t a i n e d  i n  s t a t e  o w n e r s h i p  

f r o m  J u l y  1 ,  1 9 8 3  t o  J u l y  1 ,  1 9 3 5 .  I n  a d d i t i o n ,  i t  i s  re c o m m e n d e d  t h a t  

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

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

S J R  24

T h e  R e a g a n  A d m . n i s t r a r . i o n  h a s  i n t r o d u c e d  l e g i s l a t i o n  (S 6 1 5 )  

a m e n d i n g  t h e  N a t u r a l  G a s  P o l i c y  A c t  o f  1 9 7 8 .  T h e  A d m i n i s t r a t i o n ' s  

p r o p o s a l  a t t e m p t s  to c o m b i n e  p h a s e d  d e c o n t r o l  of g a s  p r i c e s  

w i t h  m e a s u r e s  e n a b l i n g  p i p e l i n e s  a n d  p r o d u c e r s  to g e t  o u t  of 

l o n g - t e r m  c o n t r a c t ^  t h a t  a r e  b e l i e v e d  to b e  k e e p i n g  g a s  p r i c e s  

h i g h .  A s u m m a r y  of \ t h e  k e y  p o i n t s  o f  t h i s  l e g i s l a t i o n  is

a t t a c h e d  . \
\\
\

S J R  24 r e q u e s t s  t h a t  C d ^ g r e s s  e x e m p t  t h e  S t a t e  of A l a s k a  f r o m  

s e c t i o n  3 1 6  of t h e  A d m i n i s t r a t i o n  b i l l .  S e c t i o n  3 1 6  a l l o w s  

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

S e c t i o n  3 1 6  is a l s o  a t t a c h e d  f o r  y o u r  i n f o r m a t i o n .

T h e  c u r r e n t  p r i c e  of g a s  sold, to C h u g a c h  E l e c t r i c  f o r  e x a m p l e  

is 2 6 c .  It is e s t i m a t e d  t h a t X i f  t h e  A d m i n i s t r a t i o n  1s p r o p o s a l  

p a s s e d  i n t a c t  a s  n o w  d r a f t e d ,  t h i s  p r i c e  c o u l d  i n c r e a s e  to 

$ 2 . 5 0  a n d  a b o v e .  T h e  D e p a r t m e n t \ o f  N a t u r a l  R e s o u r c e s  h a s  

s t a t e d  t h a t  t h e  r e q u e s t  f o r  t h i s  \ x e m p t i o u  is c o n s i s t e n t  a n d  

in a c c o r d  w i t h  o f f i c i a l  S t a t e  posit, Lon.

A d d i t i o n a l  a t t a c h m e n t s  h a v e  b e e n  i n c l u d e d  f o r  y o u r  i n f o r m a t i o n .
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Mining leasing under 

AS 38^05.205

Tnis m e m orandcm is intended.as an update on our progress touarc __  __

impl e m entation of the m i n i n g  l e a s e-statute (AS 38.05.205) and to notify you 

cf the major problems we have encountered. At a minimum, legislative action 

is needed this session to extend the implementation deadline; a prevision 

to accomplish this is included in DKR's Title 3S h o u s e k e e p i n g  bill. 

A d d i t i o n a l  amendments may De necessary to correct the ambiguities we have 

found and to make the program workable.

b a c kground

Al a s k a  law allows the a p p r opriation of locatehie minerals 

different methods:
.r.rcu:

on tidelands and submerged lands, a leasing process similar to that for 

coal or other leasable minerals is used;

on most uplands open to miming, ordinary mining claims tat be staked;

c on uplands identified as mineral lands or where conflicts with other 

land uses could occur, "leasehold locations" are required. They are 

initiated in the same way as mining claims— with discovery, location, 

and f i l i n g — but must be converted to leases before production can 

occur. Few or no such conversions have ever taken place. Ir. 1981, 

witl many placer mines producing or ready to produce because cf rising 

gold prices, the L e g i s l a t u r e  passed ch. 108, SLA 1951, which allowed 

production to continue until Dec. 31, 1983, or until the miner receives 

a lease application from DNR, whichever comes first.

W i t h  the lease exemption due to expire, DMEM has been working to prepare a 

basic lease form, to estimate the workload involved (DMZL'i calculates that 

^,500 to 6,000 of the total ££,000 state mining claims are on land 

designated for leasehold l o c a t i o n <; these locations are in approximately 

3 0 0 - 6 0 0  contiguous blocks that could each eventually require a lease; if the 

deadline is not extended, probably 6 0-100 or these will r.efcd a lease this 

vear in order to produce or continue production in 298s). and to determine 

the legal requirement's that niust be met before issuing the leases (see 

attached reouest for an attorney general's opinion).



P r o b l e m s  and Potential L e g i s l a t i v e  Solutions

We do not yet have final answers to oi”' legal questions, but preliminary 

a n a l y s i s  by D i m  and the D e p a rtment Law has pointed out the following 

o b s t a c l e s .

° Timing of lease issuance is critical. As it stands, the l aw might be

i n t e r p r e t e d  to require D M E M  to initiate the leasing process within a

few weeks or months after it learns of a new leasehold location, rather 

than waiting until p r o d u c t j o n  plans are underway (usually many years 

later). Since the majority of locactions lapse without ever being 

developed, most such leases would serve no purpose. Auc the miming 

lease workload would be 3 0 0 - 6 0 0  leases instead cf a more manageable 

60-100. With the ambitious schedule facing DMEM in its other mineral 

p r o g r a m s  (new or newly reopened coal, geothermal, anc offshore mining 

lease projects, plus a DM E M  processing backlog of some 4,000 miming 

claims, and almost 11,000 additional mining claims that have been 

a waiting adjudication for up to eight norths because D7S does not have 

the staff to enter them onto the state status plats and other land 

records), we car.not afford to tackle a years-old backlog cf miming 

lease conversions all at once. Possible solutions: Amending AS

3 8 .05.2C5 m ay be n e cessary to let us delay leasing until the locator 

t specifically requests a lease or is ready to go into production. In 

f j addition, the Dec. 31, 1963 deadline should be postponed j N R’s Title

j 38 housekeeping bill would extend the deadline only one year, but

actual time needed to implement the program wi l l  depend on funding. 

After the housekeeping bill was drafted, the department's proposed FTSi 

increment for mining leasing was eliminated from the budget.'

" Issuance of a mining lease is probably a ''disposal" rf an interest in 

l a n d .’' Moore v. State, 553 P . 2d S, 26 (Alaska .'976). If so, D N R  must 

make a "best interest" d e t e r mination under AS 3 8 . 0 5 . 0 3 5 ( a ) (14) before 

i ssuing a lease. Disposal procedures must also meet the constitutional 

r e quirements of "prior public notice ana ether safe;guards of the public 

interest as may be prescribed by law." Ajrt. V I I 1, sec. 10. The 

D e p a r t m e n t  of Law's tentative legal conclusion is that the notice 

provided for in AS 38. C 5 . 2 0 5  satisfies the minimal c onstitutional 

notice requirements.

However, timing cf notice under .AS 38.05.205 (it must be given before 

the locator applies for the lease) limits its utility somewhat. A mere 

logical time for public: notice is after the locator's lease application 

has been received and the "best interest" determination lias been 

drafted. Yet for administrative reasons, DMEM does not want to rive 

notice twice. (For nearly all other disposals, notice is handle: under 

AS 38.05.345. Tnis statute requires only one public notice for

* A.nother view is that, since the lease application cannot I'e denied, the 

disp o s a l  has already taken place. Ltck of discretion to deny the lease 

raises issues too complex to set out in this memorandum.

M i n i n g  L e a s i n g  -v - 2 -  F e b r u a r y  2, 19 53
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n o n c o m p e t i t i v e  disposals, given wh e n  the best interest determination is 

r e a d y  to review-; local government receives notice at the sane tine. 

Mi n i n g  leases are s p ecifically exempted from .AS 3q..05.3£5.) Another 

c o m p l i c a t i o n  is that arter the lease is issued, the lessee must get a 

separate production license (AS 38.05.207) before production can 

occur. Tnis statute requires still another notice. Possible 

s c u u t i o n s : The early n otice provision could be deleted iro n  AS

3 8 . 0 5 . 2 0 5  and the mining lease e xemption removed from AS 36.05.3*5, 

a l l o w i n g  notice of mining leases to be given in the sane way as for

ot h e r  noncompetitive disposals. At the t c time, AS 38.05.207 could

oe amended to aLlov tne production license to be issued sinultaneouslv 

w i t h  the lease, so that no extra notice would be necessary.

Alternatively, all references to mining leases could be cropped from AS

38.05.207, leaving it applicable only to ordinary locations. That 

statute was intended to satisry tne 6(i )" leasing mandate under the 

S tatehood Act, but to require both a lease and a production license 

seems superfluous.

Discovery, location, and filing are the prerequisites to leasing, 

whether the proper documents have teen timely recorded can readily be 

checked, but it would be difficult anc expensive to do a "validity 

dete r m i n a t i o n "  (tc establish whether each location contains a 

discovery) before issuing the lease. DAT, has never ccne’ a validity 

determination. The discovery requirement should not r>e cropped— in 

tact it could not be without a constitutional a m endment— but it does 

create a serious administrative problem. Possible solutions: AS

38.05.205 could be amended to give the locator the option of either 

paying for a validity d e t e r m i n a t i o n  before the lease is issued, or 

a c cepting a short-term lease (perhaps five years) that would expire if 

n o  production took place. If production occurred, it vould provide 

retroactive proof that at least one discovery existed within the 

leasehold, and the lease wo u l d  automatically be renewed. As another 

option, it might be sufficient for the locator to sign ar. affidavit 

that he or she had made a discovery vitr.in each location. This 

alternative  could probably be put into effect bv regulation, without 

h a v i n g  to aim nd AS 38.05.205.

A field check would also be necessary to a e i n e  whether the location 

had been properly staked. Here again, DN"R has never done such field 

checks, although this sort of investigation would be much easier and 

cheaper than a validity d etermination. Possible solutions: Perhaps

the locator could simplv sign an affidavit attesting to proper 

staking. Alternatively, D K R  could either seek funding to check for 

p roper  staking before converting the location to a mining lease, or AS

38.05.205 could be amended to require the .locator to supply such proof. 
A mo r e  costly but ultimately more satisfactory solution would be to 

reouire a survey of the staked boundaries, v'nich would also ensure the 

a c c u r a c y  of the legal d e s c x i p .ion stated in the lease. (Without a 

survey, the location must be plotted on th? status plats, and its legal 

de s c r i p t i o n  written, on the basis or the miner's sketch nap.)

Enclosure
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AS 3 S ' C E . 2 C 3

T h e  D i v i s i o n  o f  M i n e r a l s  a n d  E n e r g y  Man a c e m e n t  i s  p r e p a r i n g  t o  i m p l e m e n t  

AS 3 S . C 5 . 2 0 5  a n d  t h e  s p e c i a l  p r o v i s i o n  f o r  r c i n i n c  l e a s e h o l c  l o c a t i o n s  p a s s e :  

py  t h e  1 S S 1  l e g i s l a t u r e  ( S e c .  5 ,  C h .  I C S ;  S L A  1 9 8 1 ) .  Vie w o u l d  a p p r e c i a t e  

r e c e i v i n g  y o u r  t h o u g h t s  on  t h e  f o l l o w i n g  i s s u e s  a s  s e e n  a s  p c s s ' . P i e .

1 .  E x t e n t  o f  d i s c r e t i o n . I n  an  a r e a  o p e n  t o  l e a s i n g ,  we a s s u m e  t h a t  t h e  

d i r e c t o r  m u s t  i s s u e  a r a i n i n g  l e a s e  f o r  a l o c a t i o n  f i l e c  u n d e r  AS 

3 S . 0 5 . 2 0 5 ( c ) ;  t h e  d i r e c t o r ' s  a u t h o r i t y  e x t e n d s  o n l y  t o  c h o o s i n g  t h e  ' . e a s e ' s  

t e r m s  a n d  c o n d i t i o n s  w i t h i n  s t a t u t o r y  l i m i t s .  S i m i l a r l y ,  we a s s u m e  t h a t  he 

c r  s h e  c a n n o t  r e f u s e  t o  c o n v e r t  a v a l i d  m i n i n g  c l a i m  t c  a ' e a s e  - n e e -  AS 

3 8 - 0 5 . 2 0 5 ( c ) . I s  t h i s  i n t e r p r e t a t i o n  c o r r e c t ?

2 .  D i r e c t c r ' s  f i n d  i n c .  We a s s u m e  t h a t  i s s u a n c e  c i a r i n r  Z ! *' A : e  u r . c e -  AS

3 3 . 0 5 . 2 0 5 i s  a c i s p c s c l  o f a n  i n t e r e s t  i n  l a n d  ur .ee - AS 33 Z r “ . v.' • v* 1£ v £ )  C1 4 J a n :

t h e r e f  e r e r e q u i r e s  a t e s t  i r . t e r e s t  f i n c i n c  u n c e r  t h a t  s e c t i o n . I s  t h i s

c o r r e c t ? We a s s u m e  t h a t  t h e f i n d i n g s h o u l d  c c v e r  c i s c r e t i c r .a . -y - c r u p c r 'j c r

as  t n e  s t i p u ' i a t i c n s  t h a t  w i 1 1  be i rapc s e d  t o  r e s o l v e r . r f  ' *WWIli l 1c t s  w i T •“ r * »■> C. *- c • • J  k • w ,

u s e s .  A r e t h e r e  a n y  i s s u e s t h a t  m u s t be a d d r e s s e d i n  £ \ O ' ' . C 5 : f  * n '1 r. z

a mi n i n e  l e a s e ?  I f  t h e  her . t  i n t e r e s t d e t e r ,  i n a t '  t r , s he w s t  r. a t  i s s u a n c e  C"'

t h e  l e a s e w o u l d  n e t  s e r v e  I he  b e s t  i r . t e r e s t s  c f  t h e s t a t e , v. h a t i s  t h e

r e s o l u t i o n i f  t h e  d i r e c t o r d o e s  n o t  K avc- t r . e  c i  s e r e t i e r ,  t o e e r y a l e a s e ;

3 .  V a i i c i t y  d e t c r m i n e t i o r . . P r i c r  d i s c o v e r y ,  l o c a t i o n ,  ar.d f i l i n g  i n  a 

l e a s e r , c i c  l o c a t i o n  a r e a ,  o r  a \ a l i c  r a i n i n g  c l a i m  a n y , . h e r e ,  e n t i t l e :  t h e  

l o c a t o r  t o  c o n v e r t  t o  a l e a s e .  E y  . m p l i c a t i c n ,  a l o c a t o r  v .hc h a s  n o t  

f u l f i l l e d  t h e s e  t h r e e  r e q u i r e m e n t s  i s  n e t  e n t i t l e d  t o  a l e a s e .  P r i o r  t o  t h e  

i s s u a n c e  o f  a r a i n i n g  l e a s e  u n d e r  3 8 . 0 5 . D C S ,  s h o u l d  a v a l i d i t y  c e t e r r a i n a t t e r ,  

be raade i

4 . P e n t  a c c r u a l . T h e  d e p a r t m e n t  i n t e r p r e t s  AS 3 E . 0 5 . 2 0 5 ( b )  t o  m e a n  t h a t  

b e g i n n i n g  on  S e p t .  1 f o l l o w i n g  s t a k i n g  c f  a l e a s e h o l d  l o c a t i o n  ( t h e  d a t e  ' s  

s e t  b y  11 AAC £ 6 . 2 2 0 ) ,  a n n u a l  r e n t a l  b c - g i n s  t o  a c c r l e  a t  t h e  m in i m u m  r u l e  o f  

5 2 0 0  p e r  l o c a t i o n  p e r  y e a r ,  w h e t h e r  c r  r . o t  a l e a s e  h a s  a l r e a d y  b e e r ,  i s s u e c .  

P a y m e n t  m u s t  t e  made e a c h  y e a r ,  e i t h e r  i n  c a s h  or ( f a r  ra c r e  t y p i c a l l y )  i n  

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

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

a n d  c o e s  n e t  c o r r e c t  t h e  s i t u a t i o n  a f t e r  n o t i c e  f r o m  2MEM, t h e  l e a s e h o l d  
l o c a t i o n  i s  deerac-d a b a n d o n e d . I s  t h i s  p r c c t d u r e ,  w h i c h  i s  r e f l e c t e d  i n  11 
AAC £ 6 . 3 0 0 ,  a r e a s o n a b l e  a n d  s u p p o r t a b l e  i r . t e r p r e t a t i r n  o f  t h e  s t a t u t e ?  

( S h o u l d  11 AAC £ 6 . 3 0 0  be a m e n d e d  t o  be c o n s i s t e n t  w i t n  t h e  s t a t u t e  b y  

c - . a n c i r o  t h e  l e s t  " c r "  t o  an  " a n a " ? )
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5 .  ACMP c o n s i s t e n c y . I f  t h e  l o c a t i o n  i s  w i t h i n  t h e  c o a s t a l  z o n e ,  i s  t h e  

i s s u a n c e  o f  a l e a s e  u n d e r  AS 3 8 . 0 5 . 2 0 5  s u b j e c t  t o  r e v i e w  f o r  c o r . s i s t e r . c v  

w i t h  t h e  A l a s k a  C o a s t a l  M a n a g e m e n t  F r o c - r a m ?  - W hc f*  i s  t h e  r e s u l t  i f  i t  *; j  r  

c c n s i  s t e n t ?

5 .  S e c r e c a t i c n . I s  c u r  i n t e r p r e t a t i o n  t h a t  t h e  f i l i n g  c f  ar, o f f s h o r e  

p r o s p e c t i n g  p e r m i t  a p p l i c a t i o n  s e g r e g a t e s  t h e  t i d e  l a n d s  a n c  s u b m e r g e d  1 a r .c  

i n v o l v e d ,  s o  t h a t  a m i n i n g  c l a i m  c r  l e a s e h o l d  l o c a t i o n  c a n n o t  be s t a k e c  on 

t o p  o f  i t  u n d e r  11 AAC 8 5 . 1 2 5 ( c ) ,  a c o r r e c t  o n e ?

7 .  T i m i  n c . • The'  d e p a r t m e n t ' s  p a s t  p r a c t i c e  h a s  b eer ,  n o t  t o  i m m e d i a t e l y  s e  

a l e a s e  a p p l i c a t i o n  t c  a l o c a t o r  wh o h a s  f i l e d  i n  a l e a s e h o l d  l o c a t i o n  

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

l o c a t o r  i s  a c t u a l l y  r e a d y  t o  go i n t o  p r o d u c t i o n .  Can t h i s  p r o c e d u r e  be 

c o n t i n u e d  u n d e r  t h e  ame nde d AS  2 8 . 0 5 . 2 0 5 ( c ) ,  c r  d o e s  t h e  s t a t u t e  f o r c e  D.’-’.E 

t c  p u b l i s h  n o t i c e  c f  t h e  l e a s e h o l d  l o c a t i o n  a s  s e e n  as  i t  l e a r n s  c f
I

. £ * - ?

major le r -

er AS 2 a r. ~
W w

r. r - - - c.t, «. - W • 1 • C

: r e v i c u c

r.ce wit H AS
'! t :t * ’•*.St •

nc Icca - *c r.

P r o c e d u r e s .  T h e  f c l l c w i n c  i s  o u r  u n d e r s t a n d i n c  c f

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

t h e r e a f t e r  ( t h e ' t i m i n g  d e p e n d s  or.  y o u r  a n s w e r  t o  <

l o c a t i o n  war.  f i l e d  and t h a t ,  i f  t h e r e  i s  no c c r : : i <  

l e a s e  w i l l  s e  i s s u e d .

No l a t e r  t h a n  t w o  v . v e k s  a f t e r  t h e  n o t i c e  wa s  p u t i i s n e o .  c u t  a l l o w i n g  

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

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

h a s  n e t  l e a r n e d  o f  a n y  c o n f l i c t i n g  c l a i m .  AS 2 c . C S . 2 C 5 ( c ) .

W i t h i n  90  d a y s  a f t e r  r e c e i p t  o f  t h e  a p p l i c a t i o n ,  t h e - l o c a t o r  m u s t  f i l  

i t  'O ut  and  f i l e  i t  w i t h  t h e  d i r e c t o r .  AS 2 8 . 0 5 . 2 0 5 ( a ) .

A f t e r  t h e  a p p l i c a t i o n  i s  r e c e i v e d ,  a d i r e c t o r ’ s d e c i s i o n  u n d e r  AS 

3 8 . 0 5 . 0 2 5 ( c ) ( 1 4 )  i s  d r a f t e e .  I f  t h e  l o c a t i o n  i s  i n  t h e  c o a s t a l  z o n e ,  

d e t e r m i n a t i o n  t h a t  t h e  l e a s e  i s  c o n s i s t e n t  w i t n  t h e  A l a s k a  C o a s t a l  

l - i a n a c e m e n t  p r o g r a m  i s  a l s o  m a c e .  I f  t h e  l o c a t i o n  i s  w i t h i n  t h e  

u n o r g a n i z e d  b o r o u g h ,  a c o m m i s s i o n e r ’ s f i n d i n g  a s  t c  t h e  d i s p o s a l ' s  

e f f e c t s  or. p o p u l a t i o n  d e n s i t y ,  a n d  i t s  p o t e n t i a l  f o r  c o n f l i c t s  w i t h  

t r a d i t i o n a l  l a n d  u s e s ,  i s  a l s o  w r i t t e n  u n d e r  AS 2 S . C 5 . 2 0 1 .  I f  t h e  

l o c a t i o n  i n c l u d e s  c r  i s  a d j a c e n t  t o  w a t e r s ,  t h e  d e p a r t m e n t  d e t e r m i n e *  

w h e t h e r  t h e s e  w a t e r s  a r e  n a v i g a b l e  c r  p u b l i c  u n d e r  AS 2 6 . 0 5 . 1 2 7 .  " i f "  

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



■ m w n  '

B a r b a r a  M er m e n 

P a o e  3

O c t o b e r  2 9 ,  1 9 6 2  ”  .

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

r i o h t s - o f - w a y  a r e  r e s e r v e d  i n  a c c o r d a n c e  w i t h .  t n &  i m p l e m e n t i n g  r e g u l a t i o n s  

( 1 1  AAC 5 3 . )  ( H o w e v e r ,  i f  t h e  d e p a r t m e n t  d o e s  n o t  y e t  k n e w  now t h e  l e a s e  

w i l l  .be d e v e l o p e d ,  i t  w i l l  n o t  s p e c i f y  t h e  e a s e m e n t s  i n  t h e  c o n v e y a n c e  

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

l a t e r  ‘  f  n e c e s s a r y  t o  p r o t e c t  p u o l i c  a c c e s s .  T h i s  i s  t h e  s r o c e c u r e  DME!‘ h a s  

b e e n  f o l l o w i n g  w i t h  o t h e r  m i n e r a l  l e a s e s . )

c  We c a n n o t  d e t e r m i n e  w h e t h e r  n o t i c e  c f  t h e  d i r e c t o r ' s  d e c i s i o n  i s

s u p p o s e d  t o  b e  g i v e n ,  an d  i f  s o ,  u n d e r  w h a t  p r o c e d u r e s .  D i r e c t o r ' s  

■ d e c i s i o n s  f o r  a l l  o t h e r  t y p e s  o f  d i s p o s a l s  a r e  a d v e r t i s e d  u n c e -  AS 

3 m ^ X % E . 0 5 . 3 4 ( A ) C 3 ) ,  b u t  AS 3 8 . 0 5 . 3 4 5 ( e )  c e r t a i n l y  se em s t o  e x e m p t  c e c ' s i c r s  

i n  c o n n e c t i o n  w i t h  m i n i n g  l e a s e s  f r o m  t h i s  r e c u i r e m e r . t . Does  t . n i s  mean

t h a t ,  e v e n  t h o u g h  t h e  d i r e c t o r ' s  d e c i s i o n  m u s t  be w r i t t e n ,  no  r c t i c e

n e e d  be  g i v e n  t h a t  i t  i s  a v a i l a b l e  f o r  r c - v i e w ?  I s t n e  o r i g i n a l  r c t i c e  

u n d e r  AS 3 8 - 0 5 . ? 0 5 ( a ) - - w h i c n  w a s  g i v e n  w e l l  o e f c r e  t h e  t e r m s  c f  t h e  

d i s p o s a l  an d  c o n d i t i o n s  w e r e  d e c i d e d  c n  ( i n  f a c t ,  b e f o r e  t h e  l e a s e  

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

c o n s t i t u t i o n a l l y  r e q u i r e d ?  W o u l d  t h i s  c r i g i n a l  r . s t i c e  a l s o  s e r v e  as  

n o t i c e  t o  t h e  m u n i c i p a l i t y  c r ,  i n  t h e  u n o r c a n i : e c  b o r o u g h ,  t c  l o c a l  

r e s i d e n t s ?

;S  3 8 - 0 5 . 3 4 6  w o u l d  p r e s u m a b l y  a l s o  a p p l y .

0 JT

bc-f c r e  t h e l e e s e i s i s s u e d . .  7

c r i l y t  i me 1 i n i t 1 s t ha z a t  l e a s t

t i e c i s i  on  i s w r i t t e n .

We a s s u m e  t h a t , a 1 1 hou cn a mni n * r

u s e r i  c h t s , i t  i s r .c I 0 c: i s p :o s a l

r e ’ qu i  r e m e n t c OT AS 3
r ,

04 . 0 5 5 ( b )

t  he a p p r a i  s a i r e c u t  r em en t  c f AS

r  un c e r s t  a n o i nc o f  t he se r e  c i j i r e

l b . i  c c  n e t  a p t i v  

0 5 . 3 1 0 .

h a v e  we m i s s e d ?

/ H
Vo l u n t a r v  c c n v e p s  i o n s . W h i c h  c f  t h e s e

n- i  r ,  W .  r  r  1 ^ T  .

c c - a d l  i n e ?

i O .  U n i v e r s i t y  l a n d s , i f  t h e  l o c a t i o n  i s  on u n i  v e r s  i t  

2 e c e r . c s  m u s t  be n o t i f i e d  b e f o r e  t h e  l e a s e  i s  1 s s u i  

h a p p e n s  i f  i t  w i t h h o l d s  i t s  a p p r o v e ! ?

c c :  J o h n  K a t z

.e c e c i  s i  c n  i s r  £ z ~ *i

l e a s t  ID  c a y s — . • c -

i c u i r e c ,  p r e s u r
• u * . ■ C w

• a s s  a f t e r  t h e c ‘  r e c

: C u c ' e  c e r t a i n S u r f  c

e s t a t e  a r c  t h e  s u r

i t  i s  a l s o  e>:e rr. j w t

• r  cc : : : "  r e  he r . c i y  c ?

s w o u l d  . r p l y Z C c
. r e a r  A3 3 8 . 0 5 r r.c f

a p r e l i m i n a r y n e t  i
r r. •• r * |. • 4- •
U  Ci.u li.CL C l e a s e

9 C - c ' a y  a p p i i c a t i e r .

i t v  l a n d s ,  t h e S c a n

(AS  3 c . C 5 . 0 2 0 ( a ; ) . • 'u - - 
i.;. c. *.
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907-165-3800

SUBJECT:

TO:

FROM:

Classification of state land 
(SB 216)

Representative Richard Shultz 
Chairman, House Resources Committee

Richard C. Folta 
Legislative Counse

It is my opinion that adding to the above referenced bill 
the proposed provisions for sale of a leasehold by the state 
to a leaseholder requires a title amendment in SB 216. Under 
Uniform Rule 24(c), a bill title may not be amended in the 
second house unless the amendment is a clerical or technical 
change. The amendment, in this instance, could only be 
accomplished in the Senate.
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T E S T I M O N Y  B E F O R E  T H E  HOUSE RESOU RCE S CO M M IT T E E  

S B  2 1 6 ,  MAY 1 3 ,  198 3

M r .  C h a i r m e n ,  m e m b e r s  o f  t h e  C o m m i t t e e ,  I  a p o l o g i z e  f o r  n o t  b e i n g  a b l e  

t o  t e s t i f y  t o d a y  i n  p e r s o n  b u t  I  am c h a i r i n g  a m e e t i n g  o f  t h e  S e n a t e  R e s o u r c e s  

C o m m i t t e e  d u r i n g  t h i s  sa m e  t i m e  p e r i o d .

H o w e v e r ,  I  w o u l d  l i k e  g i v e  my s t r o n g  e n d o r s e m e n t  t o  S B  2 1 6  a n d  u r g e  t h e  

C o m m i t t e e  t o  t a k e  s w i f t  a c t i o n  o n  t h i s  m e a s u r e .  T h e  b i l l  s i m p l y  e x t e n d s  

t h e  m o r a t o r i u m  c u r r e n t l y  i n  e x i s t e n c e  f o r  c o n v e r t i n g  m i n i n g  c l a i m s  t o  m i n e r a l  

l e a s e s  f o r  a n o t h e r ' t w o  y e a r s .  T h i s  e x t e n s i o n  i s  n e c e s s a r y  f o r  t h e  D e p a r t m e n t  

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

b y  l a w  an d  t o  i d e n t i f y  a d d i t i o n a l  l e g a l  and t e c h n i c a l  p r o b l e m s  w h i c h  h a v e  

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

recommend t o  t h e  l e g i s l a t u r e  c h a n g e s  w h i c h  may b e  n e e d e d  i n  c u r r e n t  l a w  

r e g a r d i n g  t h e  l e a s e h o l d  s y s t e m .

I n  a d d i t i o n ,  t h e  S e n a t e  R e s o u r c e s  C o m m i t t e e  a d o p t e d  a n  a m e n d m e n t  t o  t h e  b i l l  

w h i c h  w o u l d  a l s o  e x t e n d  a n o t h e r  d e a d l i n e  i n  T i t l e  38  f o r  a n  a d d i t i o n a l  t w o  y e a r s .  

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

i n  s t a t e  o w n e r s h i p  b y  J u l y  1 ,  o f  t h i s  y e a r .  L a n d s  n o t  i d e n t ^ i e d  w o u l d  f a l l  

a u t o m a t i c a l l y  i n t o  t h e  l a n d  d i s p o s a l  b a n k .  L a n d  i d e n t i f i c a t i o n  b y  t h e  s t a t e  

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

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

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

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

i s  w a r r a n t e d .  S u c h  a n  e x t e n s i o n  w i l l  h a v e  no i m p a c t  on  t h e  a m o u n t  o f  l a n d  

to  be  d i s p o s e d  o f  a s  c u r r e n t  l a n d s  i n  t h e  d i s p o s a l  b a n k  f a r  e x c e e d  a n n u a l  

d i s p o s a l s  w e l l  i n t o  t h e  f u t u r e .

T h a n k  y o u  f o r  t h i s  o p p o r t u n i t y  t o  p r e s e n t  my v i e w s  on  t h i s  l e g i s l a t i o n .

( /
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Senator Bettye Fahrenkamp

Background

State law provides that^ tate lands of mineral character or where land use 

conflicts exist mining claims which are staked would convert to mining 

leases prior to production.

In 1931 the Legislature extended the deadline for conversion of claims to

CLAIMS ENTERING PRODUCTION WITH THE RISE IN GOLD PRICES AND THE ABSENCE OF 

MINERAL LEASE PROCEDURES AT THAT TIME,

Current Situation

DNR REPORTS THAT WITH THE PROSPECTS OF HAVING TO CONVERT HUNDREDS, IF NOT 

THOUSANDS OF CLAIMS, AND THE TECHNICAL PROBLEMS WHICH STILL EXIST WITH THE 

MINERAL LEASE LOCATION SYSTEM, THE DEPARTMENT WOULD BE UNABLE TO MEET THE
M  VC . . . .

DECjfDEADLINE THIS YEAR, THEY ARE REQUESTING AN EXTENSION TO FURTHER STUDY 

AND EXPLORE THE PROBUEMS AND PROCEDURES OF MINERAL LEASE LOCATION SYSTEM 

AND POSSIBLY TO RECOMMEND CHANGES IN THE LAW,

Additionally, another provision of title 33 requires DNR to classify a ll state

LANDS TO BE RETAINED IN STATE OWNERSHIP BY JULY 1, 1933. LANDS NOT SO CLASSIFIED 

WOULD BE INCLUDED IN THE LAND DISPOSAL BANK FOR POSSIBLE DISPOSAL, BECAUSE OF 

DNR'S PLANNING PROCESS PRIOR TO CLASSIFICATION, THIS DEADLINE IS NOT GOING TO

be met, Having the lands go to the disposal bank serves no useful purpose and

IN NO WAY WOULD REDUCE THE ANNUAL LAND DISPOSALS (.THERE ARE OVER 690,000 ACRES 

IN THE DISPOSAL BANK CURRENTLY FROM WHICH 60,000 WILL BE DISPOSED THIS YEAR),

Dec, 1935, The bill also extents the land classification deadline two years 

until July 1, 1935,

LEASES UNTIL DEC, 31, 19 33 BECAUSE OF THE DRAMATIC INCREASE IN PLACER GOLD

Bi l l 's Provisions

The b ill -extends the lease conversion moratorium for two more years until



Chapter 108

AN ACT

Relat ing to a lnc ra l  leaalngi  and providing for 

an e f fec t i ve  date.

• Section 1. AS 36.05.185(a) la amended to readi

(a) The acqulal t lon and continuance of r ights In and to deposits 

on state lends of minerals vhlch on January 3, 1959, vcre subject to 

locstlon under the alulng laws of the United States sha l l  be governed 

by AS 38.05.185 - 38.05.280.  Nothing In AS 38.05.185 - 38.05.280 

affects the law pertaining to the acquis i t ion of r ights to mineral 

deposits owned Ly any other person or government. The di rector ,  with 

the approval of the commissioner, sha l l  dstermlne those lands from 

which mineral deposits may be mined.only under lease,  and, subject to 

the l imi tat ions of AS 38.05.300, those landa which sha l l  be closed to 

mining. State land may nut be closed to mlnlnx or mineral location un­

less the commissioner makea a finding that mining would be Incompatible

restr icted to mlnlne. under lcaoe unless the commissioner determines that

potcntlol use conf l i c t s  on the etntc lond require that mlnlnR be allowed

only under wr i tten lcnseo Issued under AS 3B.05.205 or the commissioner
1

has determined that the land wno mineral in character at the time of

ttnte se lect ion.  The determlnstlonn required under thi s  subsection

shall be made In compliance with land c l a s s i f i c a t i o n  orderu nnd land

use piano dovoloned under AS 38.05.300.

* Sec. 2. AS 38.0 : , .205(a) Is amended to readi

-1- SCS CSUU 350(Kco) am S
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(a) P r i o r  di scovery,  locat ion end f i l i n g  sh a l l  i n i t i a t e  prior I 

r ights  to mineral  deposits subject to AS 38.05.185 - 38.05.280 in or oa 

state lands,  other than submerged lands,  which are open to mining 

leasing.  Locations sh a l l  he made and c e r t i f i c a t e s  of locat ion recorded 

in accordance wi th AS 38.05.195.  I f  the located lands are avai lable 

only for  l easing,  the d i rector  sh a l l  publ ish in a paper of  general 

c i r cu la t i on  in the area o f  the locat ion,  notice of the f i l i n g  of tha 

location and notice the a mineral lease w i l l  be issued. The notice 

may be combined with not i ces of locat ions e i ther  in Che same Ron -al
• |

area or statewldo. Unless a conf l i c t ing  location e x i s t s ,  no la te r  chn *, 

two weeks a f t e r  pub l i ca t ion of the not ice ,  an appl i cat ion form for a 

mining lease sh a l l  be mai led to the locator by the d irector  (UPON RE­

QUEST OR UPON RECEIPT OP NOTICE THAT THE LOCATION HAS BEE MADE ON 

LANDS OPEN ONLY FOR LEASING). A lease appl icat ion sh a l l  be f i l e d  with 

the d i rector  by the locator  wi thin 90 days a f te r  receipt  of tha font.

I f  the located lands are not avai l able  for  l easing,  notice sha l l  be ( 

given the locator by Chj d i rec tor  and rhe locator ' s  (HIS) p r ior  rlghtf 

sh a l l  terminate.  A mining lessee has tha exclusive r ights of  poase«ilt» 

and ext ract ion of  a l l  minerals subject to AS 38.05.185 - 38.05.280 lylei 

wi th in the boundaries of  h i s  l ease or locat ion. Mining‘ leases may bi 

l.*«ued tor  one locat ion or for a group of contiguous locat ions held la 

coamon. Minerals may not be mined and marketed or uaci' un t i l  a lest* b 

lr'sued, except for  l l m l t e c  .mounts necessary for sampling or testing.

* Soc. 3. AS 38.05.305 i s  amended by adding a new oubaectlon to reads

(e) The provis ions of  th i s  sect ion do not apply to a loase leeu"

under AS 38.05.205.

* Sue, A. AS 38.05.345 i s  amended by adding a new subsection to readi

( h )  T h e  p r o v i s i o n s  o f  t h i s  s e c t i o n  do n u t  a p p ly  t o  a  l e a s e

under AS 38.05.205.

-2- SCS CSIIB 350(Roa) am S
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* Sec. 5.  SPECIAL PROVISION FOR MINING LEASE LOCATIONS. Notwithstanding 

tS 38.05.205(a) ,  un t i l  December 31, 1983, minerals may be mined, marketed, 

or used on a locat ion for mineral leasing under AS 38.05.205 on land tentar 

lively approved or patented to the state under section 6(a)  or 6(b) of th i 

iWska Statehood Act (P . L .  85-508, 72 S ta t .  339, as amended) upon dlscove :y,  

location, and recording in ac.^rdance with AS 38.05.195.  However, thi s  

taction doos not apply to a loca-or who does not f i l e  an appl icat ion for a 

ltaaa within 90 days a f t e r  receipt of the appl icat ion form ar required by 

IS 38.05.205.

* Sec. 6.  This Act Cakes ef fect  Immediately in accordance with AS 01.10.-  

070(c).

-3- SCS CSIIB 350(Ros) nm S



MEMORANDUM P? '
.D E P A R T M E N T  OF NATURAL R E S O U R C E S  

- D I V I S I O N  Or M I N E R A L S  AND E N E R G Y  MANAGEMENT 

' 0:  B a r b a r a  H e r m a n

A s s i s t a n t  A t t o r n e y  G e n e r a l ,  DOL

State of Alask
O c t o b e r  29, 1982

a.

7a 7E:

F I L E  K O :

r e c t o r

T E L E P H O N E  N O :  2 7 6 - 2 6 5 2

s u b j e c t : M i n i n c  L e a s i n o  u n d e r

AS 3 8 “ 0 5 . 2 0 5

T h e  D i v i s i o n  o f  M i n e r a l s  a n d  E n e r g y  M a n a g e m e n t  i s  p r e p a r i n g  t o  i m p l e m e n t  

AS 3 8 . 0 5 . 2 0 5  a n d  t h e  s p e c i a l  p r o v i s i o n  f o r  m i n i n g  l e a s e h o l d  l o c a t i o n s  p a s s e d  

b y  t h e  1 9 8 1  l e g i s l a t u r e  ( S e c .  5 ,  C h .  1 0 8 ;  S L A  1 9 8 1 ) . ’ We v / o u ld  a p p r e c i a t e  

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

i .  E x t e n t  o f  d i s c r e t i o n . I n  an  a r e a  o p e n  t o  l e a s i n g ,  we a s s u m e  t h a t  t h e  

d i r e c t o r  m u s t  i s s u e  a m i n i n g  l e a s e  f o r  a l o c a t i o n  f i l e d  u n d e r  AS 

3 8 . 0 5 . 2 0 5 ( e ) ;  t h e  d i r e c t o r ’ s a u t h o r i t y  e x t e n d s  o n l y  t o  c h o o s i n g  t h e  l e a s e ' s  

t e r m s  a n d  c o n d i t i o n s  w i t h i n  s t a t u t o r y  l i m i t s .  S i m i l a r l y ,  we a s s u m e  t h a t  he

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

3 8 . 0 5 . 2 0 5 ( c ) . t h i s  i n t e r p r e t a t i o n  c o r r e c t ?

2 .  D i r e c t o r ' s  f i n d i n g . We a s s u m e  t h a t  i s s u a n c e  c f  a m i n i n g  l e a s e  u n d e r  AS 

3 8 . 0 5 . 2 0 5  i s  a o i s p c s a l  o f  an  i n t e r e s t  i n  l a n d  u n d e r  AS 3 8 . 0 5 . 0 3 5 ( a ) ( K ) end 

t h e r e f o r e  ' r e q u i r e s  a b e s t  i n t e r e s t  f i n d i n g  u n d e r  t h a t  s e c t i o n ,  i s  t h i s  

c o r r e c t ?  We a s s u m e  t h e t  t h e  f i n d i n g  s h o u l d  c o v e r  d i s c r e t i o n a r y  i s s u e s  s u c h  

a s  t h e  s t i p u l a t i o n s  t h a t  w i l l  be i m p o s e d  t o  r e s o l v e  c o n f l i c t s ’ w i t h  o t h e r  

u s e s .  A r e  t h e r e  a n y  i s s u e s  t h a t  m u s t  be a d d r e s s e d  i n  e v e r y  . 0 3 5  f i n d i n g  f o r  

a m i n i n g  l e a s e ?  I f  t h e  b e s t  i n t e r e s t  d e t e r m i n a t i o n  s h o w s  t h a t  i s s u a n c e  o f  

t h e  l e a s e  w o u l d  n o t  s e r v e  t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e ,  w h a t  i s  t h e  

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

3 .  V c l i d i t y  d e t e r m i n a t i o n . P r i o r  d i s c o v e r y ,  l o c a t i o n ,  and f i l i n g  i n  a 

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

l o c a t o r  t o  c o n v e r t  t o  a l e a s e .  B y  i m p l i c a t i o n ,  a l o c a t o r  who l i a s  n o t  

f u l f i l l e d  t h e s e  t h r e e  r e q u i r e m e n t s  i s  n o t  e n t i t l e d  t o  a l e a s e .  P r i o r  t o  t h e  

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

be m a d e ?

4 .  R e n t  a c c r u a l .  T h e  d e p a r t m e n t  i n t e r p r e t s  AS  3 8 . 0 5 . 2 0 5 ( b )  t o  mea n t h a t  

b e g i n n i n g  on S e p t .  1 f o l l o w i n g  s t a k i n g  o f  a l e a s e h o l d  l o c a t i o n  ( t h e  c a t e  i s  

s e t  by  11 AAC £ 5 . 2 2 0 ) ,  a n n u a l  r e n t a l  b e g i n s  t o  a c c r u e  a t  t h e  m in i m u m  r a t e  o f  

5 2 0 0  p e r  l o c a t i o n  p e r  y e a r ,  w h e t h e r  o r  n o t  a l e a s e  h a s  a l r e a d y  b e e r ,  i s s u e d .  

P a y m e n t  m u s t  be made e a c h  y e a r ,  e i t h e r  i n  c a s h  o r  ( f a r  m or e  t y p i c a l l y )  i n  

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

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

a n d  d o e s  n o t  c o r r e c t  t h e  s i t u a t i o n  a f t e r  n o t i c e  f r o m  DMEM, t h e  l e a s e h o l d  
l o c a t i o n  - i s  dee m e d  a b a n d o n e d .  I s  t h i s  p r o c e d u r e ,  w h i c h  i s  r e f l e c t e d  i n  11 
AAC £ 5 . 3 0 0 ,  a r e a s o n a b l e  a n d  s u p p o r t a b l e  i n t e r p r e t a t i o n  o f  t h e  s t a t u t e ?  
( S h o u l d  11 AAC 8 6 . 3 0 0  be a m e n d e d  t o  be c o n s i s t e n t  w i t h  t h e  s t a t u t e  b y  

c h a n c i n g  t h e  l a s t  " o r "  t o  an " a r i d " ? )
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5 .  ACMP c o n s i s t e n c y . I f  t h e  l o c a t i o n  i s  w i t h i n  t h e  c c a s t e l  z o n e ,  i s  t h e  

i s s u a n c e  o f  a l e a s e  u n d e r  AS 3 8 . 0 5 . 2 0 5  s u b j e c t  t o  r e v i e w  f o r  c o n s i s t e n c y  

w i t h  t h e  A l a s k a  C o a s t a l  M a n a g e m e n t  P r o g r a m ?  - W h a r * i s  t h e  r e s u l t  i f  i t  i s  n e t  

c c n s i  s t e . . t ?

5 .  S e c r e c a t i o ; i .  I s  o u r  i n t e r p r e t a t i o n  t h a t  t h e  f i l i n g  o f  an o f f s h c r e

p r o s p e c t i n g  p e r m i t  a p p l i c a t i o n  s e g r e g a t e s  t h e  t i d e l a n d s  an d s u b m e r g e d  l a n d s  

i n v o l v e d ,  s o  t h a t  a m i n i n g  c l a i m  o r  l e a s e h o l d  l o c a t i o n  c a n n o t  be  s t a k e d  on 

t o p  o f  i t  u n d e r  11 AAC 8 5 . 1 3 5 ( c ) ,  a c o r r e c t  o n e ?

7 .  T i m i  n o . The'  d e p a r t m e n t ' s  p a s t  p r a c t i c e  h a s  b e e n  n o t  t o  i m m e d i a t e l y  s e n o

a l e a s e  a p p l i c a t i o n  t o  a l o c a t o r  who h a s  f i l e d  i n  a l e a s e h o l d  l o c a t i o n  

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

l o c a t o r  i s  a c t u a l l y ' r e a d y  t o  go i n t o  p r o d u c t i o n .  Can t h i s  p r o c e d u r e  be 

c o n t i n u e d  u n c e r  t h e  am e no ed  AS 3 8 . 0 5 . 2 0 5 ( a ) ,  o r  d o e s  t h e  s t a t u t e  f o r c e  DMEM 

t o  p u b l i s h  n o t i c e  o f  t h e  l e a s e h o l d  l o c a t i o n  a s  scc-n a s  i t  l e a r n s  c f  i t ?

!

6 . P r o c e d u r e s . T h e  f o l l o w i n g  i s  o u r  u n d e r s t a n d i n g  o f  t h e  m a j o r  l e g a l

r e q u i r e m e n t s  t h a t  m u s t  be s a t i s f i e d  i n  i s s u i n g  a l e a s e  u n d e r  AS 3 8 . 0 5 . 2 0 5 ( a )

o As  s o o n  a s  t h e  l o c a t i o n  n o t i c e  i s  r e c e i v e d ,  o r  a t  an a p p r o p r i a t e  t i m e

t h e r e a f t e r  ( t h e ’ t i m i n g  d e p e n d s  on y o u r  a n s w e r  t o  o u r  p r e v i o u s

q u e s t  i o n ) , ' t h e  d i r e c t o r  p u b l i s h e s  a n o t i c e  i n  c o m p l i a n c e  w i t h  AS

3 8 . 0 5 . 2 0 5 ( c ) .  O n l y  on e  n o t i c e  i s  r e q u i r e d ;  i t  a d v e r t i s e s  t h a t  t h e

l o c a t i o n  w a s  f i l e d  and t h a t ,  i f  t h e r e  i s  no c o n f l i c t i n g  l o c a t i o n ,  a 

l e a s e  w i l l  be  i s s u e d .

o No l a t e r  t h e n  t w o  w e e k s  a f t e r  t h e  n o t i c e  wa s  p u b l i s h e d ,  b u t  a l l o w i n g  as 

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

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

h a s  n o t  l e a r n e d  o f  a n y  c o n f l i c t i n g  c l a i m .  AS 3 6 . 0 5 . 2 0 5 ( c ) .

o W i t h i n  9 0  d a y s  a f t e r  r e c e i p t  o f  t h e  a p p l i c a t i o n ,  t h e - l o c a t o r  m u s t  f i l l  

i t  ‘o u t  a n d  f i l e  i t  w i t h  t h e  d i r e c t o r .  AS 3 8 . 0 5 . 2 0 5 ( a ) .

o A f t P r  t h e  a p p l i c a t i o n  i s  r e c e i v e d ,  a d i r e c t o r ' s  d e c i s i o n  u n d e r  AS

3 8 . u 5 . 0 3 5 ( a ) ( 1 4 )  i s  d r a f t e d .  I f  t h e  l o c a t i o n  i s  i n  t h e  c o a s t a l  z c r . e ,  a 

d e t e r m i n a t i o n  t h a t  t h e  l e a s e  i s '  c o n s i s t e n t  w i t h  t h e  A l a s k a  C o a s t a l  

M a n a g e m e n t  p r o g r a m  i s  a l s o  m a d e .  I f  t h e  l o c a t i o n  i s  w i t h i n  t h e  

u n o r g a n i z e d  b o r o u g h ,  a c o m m i s s i o n e r ' s  f i n d i n g  a s  t o  t h e  d i s p o s a l ' s  

e f f e c t s  on p o p u l a t i o n  d e n s i t y ,  an d  i t s  p o t e n t i a l  f o r  c o n f l i c t s  w i t h  

t r a d i t i o n a l  l a n d  u s e s ,  i s  a l s o  w r i t t e n  u n d e r  AS  3 8 . 0 5 . 3 0 1 .  I f  t h e  

l o c a t i o n  i n c l u d e s  o r  i s  a d j a c e n t  t o  w a t e r s ,  t h e  d e p a r t m e n t  d e t e r m i n e ^  

w h e t h e r  t h e s e  w a t e r s  a r e  n a v i g a b l e  o r  p u b l i c  u n d e r  AS  3 8 . 0 5 . 1 2 7 .  I f '  

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

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

( 1 1  AAC 5 3 . )  ( H o w e v e r ,  i f  t h e  d e p a r t m e n t  d o e s  n o t  y e t  k no w  how t h e  l e a s e

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

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

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

b e e n  f o l l o w i n g  w i t h  o t h e r  m i n e r a l  l e a s e s . )

c  We c a n n o t  d e t e r m i n e  w h e t h e r  n o t i c e  o f  t h e  d i r e c t o r ' s  d e c i s i o n  i s

s u p p o s e d  t c  be g i v e n ,  and  i f  s o ,  u n d e r  w h a t  p r o c e d u r e s .  D i r e c t o r ' s  • 

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

0 5 . 3 4 ( A ) ( 3 ) ,  b u t  AS 3 8 . 0 5 . 3 4 5 ( e )  c e r t a i n l y  s e e m s  t o  e x e m p t  d e c i s i o n s  

i n  c o n n e c t i o n  w i t h  m i n i n g  l e a s e s  f r o m  t h i s  r e q u i r e m e n t . Does t h i s  mean 

t h a t ,  e v e n  t h o u g h  t h e  d i r e c t o r ' s  d e c i s i o n  m u s t  be w r i t t e n ,  no n o t i c e  

n e e d  be  g i v e n  t h a t  i t  i s  a v a i l a b l e  f o r  r e v i e w ?  i s  t h e  o r i g i n a l  n o t i c e

u n d e r  AS 3 8 . 0 5 . 2 0 5 ( a ) - - w h i c n  w a s  g i v e n  w e l l  o e f c r e  t h e  t e r m s  c f  t h e

d i s p o s a l  a n d  c o n d i t i o n s  w e r e  d e c i d e d  on ( i n  f a c t ,  b e f o r e  t h e  l e a s e  

a p p l i c a t i o n  w a s  f  i  l e d ) — t h e  o n l y  p u b l i c  n o t i c e  l e g a l l y  and

c o n s t i t u t i o n a l l y  r e q u i r e d ?  W o u l d  t h i s  o r i g i n a l  n o t i c e  a l s o  s e r v e  as

n o t i c e  t o  t h e  m u n i c i p a l i t y  o r ,  i n  t h e  u n o r g a n i z e d  b c r o u c h ,  t o  l o c a l  

r e s i d e n t s ?

o i f  y o u  d e t e r m i n e  t h a t  AS 3 8 . 0 5 . 3 4 5  n o t i c e  c f  t h e  d e c i s i o n  _j_s r e q u i r e d ,

AS 3 8 . 0 5 . 3 4 6  w o u l d  p r e s u m a b l y  a l s o  a p p l y .

o i f  n o t i c e  m u s t  fce g i v e n  u n d e r  AS 3 8 . 0 5 . 3 4 5 ,  a t  l e a s t  30  c a y s  m u s t  p a s s

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

o n l v  v i m s  l i m i t  i s  t h a t  a t  l e a s t  2 1  d a y s  m u s t  p a s s  a f t e r  t h e  d i r e c t o r ' s  

C'- w r i t t e n .

c  . . .  i.m;t t h a t ,  a l t h o u g h  a m i n i n g  l e a s e  w i l l  i n c l u d e  c e r t a i n  s u r f a c e  

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

r e q u i r e m e n t s  o f  AS 3 3 . 0 4 . 0 5 5 ( b )  do  n o t  ; o l y .  i t  i s  a l s o  e x e m p t  f r o m  

t h e  a p p r a i s a l  r e q u i r e m e n t  o f  AS 3 o . 0 = . 3 : 0 .

I s  o u r  u n d e r s t a n d i n g  o f  t h e s e  r e q u i r e m e n t s  c o r r e c t  and c c m p r e h e n s i v e ?  What  

h a v e  we m i s s e d ?  , • •

/ \ r ^
9 .  V o l u n t a r y  c o n v e r s i o n s . W h i c h  o f  t h e s e  p r o c e d u r e s  w o u l d  a p p l y  t c  a 

v o l u n t a r y  c o n v e r t a - c - i o n  ct  a m i n i n g  c l a A m  t o  a l e a s e  u r c - e r  AS 3 8 . 0 5 . 2 0 5 ( c ) ?  

F o r  i n s t a n c e ,  w o u l d  t h e  d i r e c t o r  be  r e q u i r e d  t o  g i v e  a p r e l i m i n a r y  n o t i c e  

u n d e r  AS 3 8 . 0 5 . 2 0 5 ( a )  t h a t  t h e  l o c a t i o n  h a d  b e e n  f i l e d  and t h a t  a " l e a s e  

w o u l d  be i s s u e d ?  W ou ld  t h e  l o c a t o r  be b o u n d  b y  t h e  8 0 - d o y  a p p l i c a t i o n  

d e a d l i n e ?

1 0 .  U n i v e r s i t y  l a n d s . I f  t h e  l o c a t i o n  i s  on  u n i v e r s i t y  l a n d s ,  t h e  B o a r d  o f  

R e g e n t s  m u s t  be n o t i f i e d  b e f o r e  t h e  l e a s e  i s  i s s u e d  ( A S  3 c . 0 5 . 0 3 0 ( a ) ) .  W ha t  

h a p p e n s  i f  i t  w i t h h o l d s  i t s  a p p r o v a l ?

c c :  J o h n  K a t z
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(1) the cash value offered;

(2) the projected effects of the sale, exchange or other disposal on tbj 

economy of the state;

(3) the projected benefits of refining or processing the oil or gas in 

the state;

(4) the ability of the prospective buyer to provide refined products c r 

by-products for distribution and sale in the state with price or supply 

benefits to the citizens of the state; and

(5) the criteria listed in A S  38.06.070(a). (§ 1 ch 56 S L A  1970; a m  

§ 3 ch 9 S S S L A  1974; a m  §§ 9, 10 ch 112 S L A  1980)

E f f e c t  o f  a m e n d m e n t s .  —  T h e  1 9 8 0  

a m e n d m e n t , in  s u b s e c t io n  (n ) ,  s u b s t it u t e d  

" a f t e r  p r io r  w r i t t e n  n o t ic e  to "  fo r  " w i t h  th e  

p r io r  w r i t t e n  a p p r o v a l o f  a n d  " u n d e r  A S  

3 8 .0 6 .0 5 0 ”  fo r  " w h e r e  a p p l ic a b le ,”  n e a r  

th e  e n d  o f  th e  s u b s e c t io n ; in  s u b s e c t io n  (b ) , 

s u b s t it u t e d  " a f t e r  p r io r  w r i t t e n  n o t ic e  to "  

fo r  " w i t h  t h e  p r io r  w r i t t e n  a p p r o v .i l  o f ' ;  in

s u b s e c t io n  ( c ) ,  s u b s t it u t e d  " h a s  b e en  

n o t if ie d  in  w r i t in g  o f '  fo r  " w h e r e  

a p p l ic a b le  h n s  a p p ro v e d ” ; in  s u b s e c t io n  

(d ) , d e le te d  " w i t h  t h e  n p p ro v a l o f  th e  

A l a s k a  R o y a l t y  O i l  n n d  G a s  D e v e lo p m e n t  

A d v is o r y  B o a r d "  fo l lo w in g  " u n t i l  t h e  c o m ­

m is s io n e r " ; a n d  a d d e d  s u b s e c t io n  (e ) .

N O T E S  T O  D E C I S I O N S

W n i v c r  o f  c o m p e t i t i v e  b i d d i n g .  —  A n  c o n t ra c t  to  c o m p e t it iv e  b id d in g ,

in i t i n l  w a iv e r  o f  c o m p e t it iv e  b id d in g  u n d  n M c K in n o n  v . A lp e t c o  C o . ,  S u p . C t .  O p . N o .

se co n d  w a iv e r  a t  t h e  t im e  o f  a m e n d m e n t  2 4 1 3  ( F i l e  N o . 5 5 4 6 ) , 6 3 3  P .2 d  2 8 1  (1 9 8 1 ) .

••em oved a n y  o b l ig a t io n  to  o p e n  th e

Article 7. Mining Rights.
S e c t io n  S e c t io n

1 8 5 . G e n e r a l l y  2 0 7 . P ro d u c t io n  l ic e n s e

2 0 5 . M in in g  le a s in g  2 5 0 . T id e  a n d  s u b m e rg e d  la n d s

Sec. 38.05.185. Generally, (a) The acquisition and continuance of 

rights in and to deposits on state lands of minerals which on January 

3, 1959, were subject to location under the mining laws of the United 

States shall be governed by A S  38.05.185 —  38.05.280. Nothing in A S

38.05.185 —  38.05.280 affects the law pertaining to the acquisition of 

rights to mineral deposits owned by any other person or government. 

The director, with the npproval of the commissioner, shall determine 

those lands from which mineral deposits m a y  be mined only under 

lease, and, subject to the limitations of A S  38.05.300, those lands which 

shall be closed to mining. State land m a y  not be closed to mining or 

mineral location unless the commissioner makes a finding that mining 

would be incompatible with significant surface uses on the state land. 

State land m a y  not be restricted to mining under lease unless the 

commissioner determines that potential U fa  conflicts on the state land 

require that mining be allowed only under written leases issued under 

A S  38.05.205 or the commissioner has determined that the land was 

mineral in character at the time of state selection. The determinations
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Original sponsor: Resources Committee

IN THE SENATE BY THE RESOURCES COMMITTEE

HOUSE CS FOR CS FOR SENATE BILL NO. 222 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA

THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the responsibilities and

functions of the Department of Natural Resources in 

connection with state land; and providing for an 

effective date."

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

* Section 1. AS 19.30.060 is amended to read:

Sec. 19.30.060. PURPOS1. It is the purpose of AS 19.30.060 - 

19.30.100 to provide access.to state lands that [WHICH] are programmed 

for surface or^forest products disposal, and tc provide access roads

at the lowest possible cost.

* Sec. 2. AS 19.30.070 is amended to read:

Sec. 19.30.070. PLANNING AND [CONTRACTS FOR] CONSTRUCTION OF 

ROADS. The commissioner of natural resources [DIRECTOR OF THE DIVI­

SION OF LANDS] may plan and construct roads or contract with private 

persons for the construction of roads to and on state land [LANDS]
(If |> •

programmed for surface or ..forest products disposal [WHICH ARE NOT MORE
~ 7 1

THAN SIX MILES FROM EXISTING ROADS OR HIGHWAYS].

* Sec. 3. AS 19.30.080 is amended to read:

Sec. 19.30.080. CONSTRUCTION STANDARDS AND MAINTENANCE. An 

access road constructed under AS 19.30.060 - 19.30.100 shall be of low 

standard, not necessarily suitable for all weather use. The state is 

not under obligation to maintain an access road constructed under 

AS 19.30.060 - 19.30.100. If an access road is constructed outside a 

muaicipalitv that has zoning ordinances, the right-of-way width for I
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m

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

W O R K  D R A F T W O R K  D R A F T W O R K  D R A F T

Che road shall > a determined by the Department of Natural Resources 

[DIVISION OF LANDS] and the Department of Transportation and Public 

Facilities. If an access road is constructed within the boundaries of 

a municipality that has zoning ordinances, the right-of-way width 

shall conform to the subdivision control ordinances of the municipal­

ity. Contracts for the work on an access road shall be awarded to the 

lowest responsible bidder qualified to contract with the state.

* Sec. 4. AS 19.30.090 is amended to read:

Sec. 19.30.090. PAYMENT OF CONSTRUCTION COSTS [IN LAND CREDIT 

CERTIFICATES], The cost of constructing access roads to state land 

[LANDS] shall be paid in appropriated funds or freely transferable 

land credit certificates which may be applied toward the purchase or 

lease of any state land [LANDS] under the jurisdiction of the Depart­

ment of Natural Resources [DIVISION OF LANDS], except tide, submerged, 

and shcreland and land [SHORELANDS AND LANDS] belonging to the state 

which have been obtained by escheat, purchase, or any means other than 

by general land grant. A land credit certificate is valid for a

period of 20 years after issue. After the expiration of 20 years from 

date of issue the holJer may not start an action against the state or

any person based upon the certificate. The method of disposing of

land [LANDS] and resources and restrictions upon their disposal estab­

lished by law or regulation are in no way affected by the use of land 

credit certificates.

* Sec. 5. AS 29.18.202 is amended to read:

Sec. 29.18.202. DETERMINATION OF ENTITLEMENT FOR CITIES. The 

general grant land entitlement of a city formerly eligible to receive 

general grant land under the provisions of former AS 29.18.190 and

29.18.200 [, AS REPEALED BY THIS ACT,] is 10 percent of the maximum 

total acreage of vacant, unappropriated, unreserved land within the I
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boundaries of each city at any time between the initial date of eligi­

bility under former AS 29.18.190 and 29.18.200 and July 1, 1978.

Within six months of July 1, 1978, the commissioner [DIRECTOR] shall 

determine the entitlement for each city eligible to receive general 

grant land under this section and certify that entitlement to the 

city.

* Sê .. 6. AS 29.18.203(b) is amended to read:

(b) Within six mon-hs of the date of incorporation of a munici­

pality which is incorporated after July 1, 1978, the commissioner 

[DIRECTOR.] shall determine the entitlement of each municipality eli­

gible to receive general gra.it land under (a) of this section and 

certify the entitlement to the municipality.

* See. 7. AS 29.18.204(e) is amended to read:

(c) Land may be selected or nominated for selectic i by a munic­

ipality to satisfy a general grant land entitlement under AS 29.18.201 

and 29.18.102 at any time before October 1, 1980 However, if a 

municipal selection or nomination or a part of a municipal selection 

or nomination is rejected by the commissioner [DIRECTOR], the munic­

ipality may, not later than 90 days after receipt of the commission­

er 1 s [DIRECTOR'S] rejection, select additional, state land as necessary 

to satisfy its entitlement.

* Sec. 8. AS 29.18.204(d) is amended to read:

(d) Land may be selected by a municipality to satisfy a general 

grant land entitlement under AS 29.18.203 at any time within one year 

after the commissioner [DIRECTOR] certifies the entitlement to the 

municipality.

* Sec. 9. AS 29.18.205(b) is amended to read:

(b) All approved selections under former AS 29.18.190 and

29.18.200 for which patent has not been issued to a municipality on i
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July 1, 1978 shall be reviewed by the commissioner [DIRECTOR] within 

nine months of July 1, 1978. Any approved selection of land which was 

vacant, unappropriated or unreserved on the date of selection is valid 

as of the date of the approval under former AS 29.18.190 and 29.18.- 

200, and a patent shall be issued to the municipality within three 

months after approval by the commissioner [DIRECTOR] of a plat of 

survey. The acreage shall be credited toward fulfillment of the 

municipality's entitlement, Ho municipality is entitled to r.eceive 

patent under AS 29.18.011 - 29.18.610 to more than its entitlement 

determined ui der AS 29.18.201 - 29.18.203. Any prior approval by the 

commissioner [DIRECTOR] of municipal selections for land which was not 

vacant, unappropriated or unreserved, on the date of selection shall be 

rescinded, and patent may not be issued except when disposal to a 

third party by sale or lease has occurred. Transfers of land to 

municipalities under AS 29.18.011 - 29.18.610 are subject to AS 38.- 

05.321. Classification actions as reflected upon the land status 

records of the Department of Natural Resources are determinative of 

land classification status for purposes of AS 29.18.011 - 29.18.610.

* Sec. 10. AS 29.18.205(f) is amended to read:

(f) The commissioner [DIRECTOR] shall approve each selection for 

patent within nine months of its selection by a municipality, and a 

patent shall be issued to the municipality for land selected in satis­

faction of a general grant land entitlement vested under AS 29.18.- 

201 - 29.18.203 within three months after approval by the commissioner 

[DIRECTOR] of a plat of survey.

* Sec. 11. AS 29.18.206(d) is amended to read:

(d) Within six months after approval of a municipal selection of

school, university, or mental health land, the commissioner [DIRECTOR] 

shall identify state general grant land of approximately equal value I 

HCS CSSD 222(Res) -4-
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to the land requested by the municipality, and shall propose the 

replacement land for the concurrence of the appropriate board. If a 

proposal by the commissioner [DIRECTOR] is rejected by the board, the 

commissioner [DIRECTOR] shall meet with the board as often as neces­

sary to determine the type and amount of equal value replacement land 

that would be required to obtain the board's concurrence, and shall 

propose the replacement land for consideration by the board. The 

replacement land shall thereafter be managed for the purposes for 

which the land selected by the municipality was acquired by the Terri­

tory and State of Alaska.

* Sec. 12. AS 29.18.206(e) is amended to read:

(e) The notice and review provisions of AS [38.05.305 AND] 

38.05.345 are applicable to the designation of other general grant 

land as school, university or mental health land in replacement of 

land selected under this section. The provisions of AS 38.50 [AND 

38.05.032] do not apply to such designations under this section. [THE 

PROVISIONS OF AS 38.05.020(a), 38.05.030(e), AND 38.05.035(a)(13j

WHICH REQUIRE THE APPROVAL OF THE RESPECTIVE TRUST BOARD BEFORE DIS­

POSAL OF LANDS BY THE DIRECTOR DO NOT APPLY TO SELECTIONS OF SCHOOL, 

UNIVERSITY OR MENTAL HEALTH LAND BY A MUNICIPALITY UNDER THIS SEC­

TION. ]

* Sec. 13. AS 29.18.207(c) is amended to read:

(c) If land selected by a municipality is unsurveyed at the time 

of approval, the commissioner [DIRECTOR] shall survey, or may approve 

the municipality's survey of, the exterior boundaries of an approved 

selection without interior subdivision, and shall issue patent in 

terms of the exterior boundary survey. The cost of the survey shall 

be borne by the municipality. If land selected by a municipality has 

been surveyed at the time of its selection, the boundaries shall I
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conform to the public land subdivisions established by the approved 

survey.

* Sec. 14. AS 29.18.207(d) is amended to read:

(d) The commissioner [DIRECTOR] may approve municipal selections 

of land which have been tentatively approved or patented to the state

by the federal government, but the commissioner [HE] may not issue

patent to a municipality until the land has first been patented to the 

state. After approval of a selection by the commissioner [DIRECTOR], 

but before patent to a municipality, the municipality may execute 

conditional leases and make conditional sales only with the consent of 

the commissioner [DIRECTOR]. Conditional sales and conditional leases 

made before July 1, 1978 do not require the consent' of the commis­

sioner [DIRECTOR].

* Sec. 15. AS 29.18,209 in amended to read:

Sec. 29.18.209, AUTHORIZATION FOR LAND EXCHANGES. The [DIREC­

TOR, WITH THE CONCURRENCE OF THE] commissioner [,] and eny municipal­

ity are authorized to exchange land or interests in land when it is in 

the public interest. Land or interests in land exchanged under this 

section must be of approximately equal value, including the non­

monetary value of public benefits. Exchange procedures shall comply 

with applicable law and municipal ordinances. The notice and review 

provisions of AS [38.05.305 AND] 38.05.345 are applicable to exchanges

of land under this section. The provisions of AS 38.50.010 - 38.50.-

170 do not apply to exchanges of land under this section.

* Sec. 16. AS 29.18.210(b) is amended to read:

(b) Where state land is the most logical location for demon­

strated municipal expansion for nonpublic settlement and development 

purposes, and when an exchange of land under AS 29.18.209 is not 

possible or is not in the public interest, it is the policy of the I 
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state to sell or lease the land at public auction. The state may 

contract with a municipality to act as its agent in an auction cf 

state land under applicable statutes. When a municipality acts as the 

agent of the state in an auction, the municipality may retain from the 

proceeds of the auction the expenses that [WHICH] the commissioner 

[DIRECTOR] determines to be necessary and reasonable.

* Sec. 17. AS 29.18.210(c) is amended to read:

(c) Nothing in AS 29.18.011 - 29.18.610 limits or impairs the 

authority of the commissioner [DIRECTOR] to transfer land to munic­

ipalities, without limit or consideration, for public purposes in 

accordance with AS 38.05.315. If there is a remaining entitlement of 

the municipality, land transferred under AS 38.05.315 shall be cred­

ited toward fulfillment of the entitlement.

* Sec. 18. AS 29.18.211(a) is amended to read:

(a) A municipality which on July 1, 1978 is engaged in litiga­

tion, or which becomes engaged in litigation, regarding a claim to 

state land under former AS 29.18.190 and 29.18.200 shall elect either 

to obtain the benefits provided in AS 29.18.201 - 29.18.213 or to 

pursue the litigation and thereby waive any claim to entitlement under 

AS 29.18.201 - 29.18.213. An election shall be made by filing a motion 

for dismissal with prejudice in the court in which the litigation is 

pending. If the claim involves a municipality identified in 

AS 29.18.201, the municipality shall file its motion for dismissal 

within 60 aays of July 1, 1978. If the claim involves a city eligible 

to receive an entitlement under AS 29.18.202, the city shall file its 

motion for dismissal within 60 days after receiving the certificate of 

entitlement provided by the commissioner [DIRECTOR] under AS 29.18.- 

202. Failure of the municipality to file a motion for dismissal 

during the time: period provided in this subsection shall be considered i
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