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T h e  p r o d u c t i o n  r o y a l t y  u n d e r  AS 38 .05 .212  l a  s e t  a t  3% o f  n e t  In com e  a s  
d e f i n e d  u n d e r  t h e  M in i n g  L i c e n s e  T ax  (AS 4 3 .6 5 ) .

S e c t i o n  5 ; T h i s  am e n d s  t h e  d e f i n i t i o n  o f  a n n u a l  l a b o r  s o  t h a t  i t  a p p l i e s  t o  
l e a s e h o l d  l o c a t i o n s  a n d  m i n i n g  l e a s e s ,  i n  o r d e r  t o  b e  c o n s i s t e n t  w i t h  s e c t i o n  
2.

S e c t i o n  6 : T h i s  am e n d s  t h e  e x i s t i n g  o f f s h o r e  m i n i n g  s t a t u t e  t o  d e l e t e  t h e
r e n t a l  r e q u i r e m e n t  i n  AS 3 8 .0 5 .2 5 0 ( c ) .  I t  i a  now  i n c l u d e d  u n d e r  t h e  new  
s t a t u t e s  i n  s e c t i o n  4 .

S e c t i o n  7 : T h i s  c h a n g e  am end s  t h e  " a b a n d o n m e n t "  l a n g u a g e  t o  m ake i t  c l e a r
t h a t  f a i l u r e  t o  p a y  t h e  r e n t  o r  r o y a l t y  i s  c o n s i d e r e d  a b a n d o n m e n t  o f  t h e  
c l a i m .  New l a n g u a g e  i s  a d d e d  t o  p r o v i d e  f o r  t i m e l y  b u t  d e f i c i e n t  p a y m e u t s .

S e c t i o n  8 ; A n ew  s e c t i o n  o n  r e c l a m a t i o n  i s  a d d e d  i n  AS 2 7 .05 ,  a l t h o u g h  i t  i s  
n o t  e f f e c t i v e  u n t i l  J u n e  1, 1990. T h i s  s e c t i o n  r e q u i r e s  DNR :o a d o p t  
r e c l a m a t i o n  r e g u l a t i o n s  f o r  m i n e r s  o n  s t a t e  l a n d .  T h e  r e g u l a t i o n s  m u s t
r e q u i r e  t h e  s u b m i s s i o n  o f  a  r e c l a m a t i o n  p l a n  a n d  i n c l u d e  p e n a l t i e s  o f
n o n - c o m p l i a n c e .  Upon  f a i l u r e  t o  c om p ly  w i t h  t h e  r e c l a m a t i o n ,  t h e  m i n e r  m u s t  
s u b m i t  a  b o n d  t o  t h e  s t a t e .

S e c t i o n  9 : T h i s  am e n d s  t h e  M in i n g  L i c e n s e  T a x  s t a t u e  t o  a l l o w  t h e
c o m m i s s i o n e r  o f  t h e  D e p a r tm e n t  o f  r e v e n u e  t o  p r o v i d e  t h e  D e p a r tm e n t  o f  N a t u r a l  
R e s o u r c e s  s p e c i f i c  i n f o r m a t i o n  f r o m  t h e  M in i n g  L i c e n s e  T a x  f o r  r o y a l t y  a u d i t  
p u r p o s e s .  DNR m u s t  m a i n t a i n  c o n f i d e n t i a l i t y  o f  t h i s  i n f o r m a t i o n .

S e c t i o n  1 0 ; Two s e c t i o n s  a r e  r e p e a l e d .  AS 3 8 .0 5 .2 0 5 (b )  r e q u i r e m e n t  f o r  
a n n u a l  l a b o r  o n  m i n i n g  l e a s e s  i s  now i n c l u d e d  u n d e r  AS 3 8 .0 5 .2 1 0 ( a ) .  D e l e t i o n  
o f  AS 3 8 .05 .2 1 0 (d )  w e r e  m ade  b e c a u s e  t h i s  s e c t i o n  r e p e a t s  o t h e r  s e c t i o n s  a n d  
i s  u n n e c e s s a r y .

S e c t i o n  1 1 : T h i s  t r a n s i t i o n  s e c t i o n  s t a t e s  t h a t  t h i s  a c t  a p p l i e s  t o  a l l  s t a t e  
c l a i m s ,  l e a s e h o l d  l o c a t i o n s  a n d  m i n i n g  l e a s e s  i n  e x i s t e n c e  o n ,  b e f o r e  o r  a f t e r  
A u g u s t  31, 1989. T h e  f i r s t  r e n t a l  y e a r  b e g i n s  o n  S e p t e m b e r  1 , 1989 a n d  t h e  
f i r s t  r o y a l t y  p a y m e n t s  a r e  f o r  p r o d u c t i o n  a f t e r  D e c em b e r  31, 1989. S e c t i o n  d 
a l l o w s  t h e  D e p a r tm e n t  t o  a d o p t  r e g u l a t i o n s  t o  im p l e m e n t  t h i s  a c t  a n d  may a l l o w  
f o r  t h e  f i r s t  y e a r ' s  r e n t a l  p a y m e n t  d u e  d a t e  t o  b e  d e f e r r e d .

S e c t i o n  1 2 ; T h i s  s e c t i o n  r e q u i r e s  r e c l a m a t i o n  r e g u l a t i o n s  a d d e d  b y  S e c t i o n  8 
t o  b e  a d o p t e d  n o  l a t e r  t h a n  J u l y  1 , 1991.

S e c t i o n  1 3 : T h i s  a l l o w s  t h e  D ep a r tm en t"  *.o b e g i n  a d o p t i n g  r e g u l a t i o n s  f o r  t h e
r e n t  a n d  r o y a l t y  p r o v i s i o n s  im m e d i c — ^  a f t e r  t h i s  a c t  b e c o m e s  l a w .

S e c t i o n  1 4 : T h i s  s e c t i o n  c l a r i f i e s  t h a t  t h e  r e n t  a n d  r o y a l t y  r e q u i r e m e n t s  do
n o t  b e c om e  e f f e c t i v e  u n t i l  A u g u s t  31, 1989.

S e c t i o n  1 5 : T h i s  s e c t i o n  d e l a y s  t h e  e f f e c t i v e  d a t e  o f  t h e  r e c l a m a t i o n
s e c t i o n s  ( S e c t i o n s  8 a n d  12) u n t i l  J u n e  1, 1990.
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O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

IN THE SENATE BY THE RESOURCES COMMITTEE

CS FOR SENATE B ILL NO. 129 (R esou rce s )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION

A B ILL

Fo r an A c t e n t i t l e d :  "An A c t r e l a t i n g  to  m in in g ; and p r o v id i n g  f o r  an

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

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

* S e c t io n  1. AS 3 8 .0 5 .0 3 6 (a ) i s  amended to  re a d :

(a ) The Depa r tm en t o f Revenue s h a l l  a u d i t  r e p o r t s ,  paymen ts , and 

payments due r e l a t i n g  to

(1 ) the, r o y a l t y  and n e t p r o f i t s  u n d e r o i l  and gas con­

t r a c t s ,  ag reem en ts , o r le a s e s unde r AS 38 . 0 5 . 1 80 ; [THIS C'lAPTER]

(2 ) th e  r o y a l t y  on n e t income from  m in in g  c la im s , le a s e h o ld  

l o c a t i o n s , o r m in in g  le a se s unde r AS 3 8 .0 5 .2 1 2 .

*  Sec. 2. A.S 3 8 .0 5 .0 3 6 ( c ) i s  amended to  re a d :

( c ) A l l  in f o rm a t i o n  o b ta in e d  by th e De - 'a r tm e n t o f Revenue r e l a t ­

in g  to  r o y a l t y  and n e t p r o f i t s  payments unde . AS 38 .0 5 .1 8 0 o r r o y a l t y  

on n e t income unde r AS 3 8 .0 5 .2 1 2 , i n c l u d i n g  in f o rm a t i o n  o b ta in e d  unde r 

AS 43, may be made a v a i l a b l e  to  th e d e p a r tm e n t , i n  th e  fo rm  o f sum­

m a r ie s and , when i n  fu r t h e r a n c e  o f th e  d e p a r tm e n t 's  r o y a l t y  and n e t 

p r o f i t s  f u n c t i o n s , r e le v a n t p o r t i o n s  o f th e a u d i t s .  I n f o rm a t i o n  made 

a v a i l a b l e  to  th e depa r tm en t t h a t was o b ta in e d  u n d e r AS 43 i s  c o n f id e n ­

t i a l  and s u b je c t to  the p r o v i s io n s  o f  AS 4 3 .0 5 .2 3 0 .

*  Sec. 3. AS 3 8 . 0 5 . 036 (e ) i s  amended to  re a d :

(e ) I n  t h i s  s e c t i o n , " a u d i t "  means th e  p ro ce ss o f o b t a in i n g  

s u f f i c i e n t  compe ten t e v id e n t i a r y  m a t t e r th r o u g h  in s p e c t i o n , o b s e rv a ­

t i o n ,  i n q u i r y ,  and c o n f i rm a t i o n  to  a f f o r d  a re a s o n a b le b a s is  f o r  

a s c e r t a i n i n g  the com p lia n ce by th e s u b je c t o f  th e a u d i t  w i t h  the
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a p p l i c a b l e  l a w ,  r e g u l a t i o n ,  l e a s e ,  a g r e e m e n t ,  j n d  c o n t r a c t  t e r m s ;  i t  

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

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

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

A S  3 8 . 0 5 . 2 1 2 , i n c l u d i n g  d a i l y  a c c o u n t i n g  f u n c t i o n s ,  c e r t i f i c a t i o n  

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

o f  p a y m e n t s  o f  r o y a l t i e s  a n d  n e t  p r o f i t s .

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

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

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

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

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

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

A D J U S T M E N T S  O F  T H E  R E N T A L  R A T E  A T  T H E  E N D  O F  E A C H  20 Y E A R  P E R I O D ,  

B A S E D  U P 1. N C H A N G E D  C O N D I T I O N S  I N  P R O D U C T I O N  C O S T S  AN D  M A R K E T S  ] . A  

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

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

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

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

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

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

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

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

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

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

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

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

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

p e r f o r m e d .  L a b o r  s h a l l  b e  p e r f o r m e d  a t  t h e  a n n u a l  r a t e  o f  $ 1 0 0  [ $ 2 0 0 ]  
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p e r c la im  o r le a s e h o ld  l o c a t i o n ,  and $100 f o r  each p a r t i a l  o r whole AO

ac re s o f each m in in g  le a s e . I f  more w o rk is  p e r fo rm ed th a n i s  r e ­

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

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

to  be done d u r in g  th e subsequen t yea r o r y e a r s , f o r  as many as fo u r 

y e a r s . In s te a d  o f p e r fo rm in g  annua l la b o r , th e h o ld e r o f a c la im , 

le a s e h o ld  l o c a t i o n ,  o r m in in g  lease may make a cash payment to  the 

s t a t e  equa l to  th e v a lu e  o f th e la b o r r e q u i r e d  by t h i s  s u b s e c t io n .

*  Sec. 6. AS 3 8 .0 5 .2 1 0 (b ) i s  amended to  re a d :

(b ) D u r in g th e  y e a r i n  wh ich [THE PERFORMANCE OF] annua l la b o r 

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

o f th e m in in g  c l a im , le a s e h o ld  lo c a t i o n , o r m in in g  le a s e , o r some 

o th e r pe rso n h a v in g know ledge o f th e f a c t s  s h a l l  r e c o r d  w i t h  th e 

re c o r d e r o f th e d i s t r i c t  i n  w h ich the c l a i m, le a s e h o ld  l o c a t i o n , o r 

m in in g  le a se i s  lo c a te d  a s ig ned s ta tem e n t s e t t i n g  o u t th e  in fo rm a ­

t i o n ,  as may be r e q u i r e d  by th e comm iss io ne r , c o n c e rn in g  th e annua l 

la b o r o f th e p re c e d in g  year_j_ [AND] any la b o r i n  excess o f th a t r e ­

q u i r e d  f o r  th e p re c e d in g  y e a r , and any payment o f cash in s te a d  o f 

annua l l a b o r . The s ta te m e n t , p r o p e r l y  re c o rd e d , i s  p r im a fa c ie  e v i ­

dence o f th e pe r fo rm ance o f th e la b o r . The f a i l u r e  o f one o f s e v e ra l 

co -owne rs to  c o n t r i b u t e  th e p r o p o r t i o n  o f the e x p e n d i tu r e s  re q u i r e d  

f o r  annua l la b o r from  th e co -owne r s h a l l be t r e a t e d  in  acco rdance w i t h  

AS 38 .0 5 .2 15 - 3 8 .0 5 .2 3 5 .

*  Sec. 7. AS 38 .05 i s  amended by add ing new s e c t io n s  to  re a d :

Sec. 3 8 .0 5 .2 1 1 . ANNUAL RENTAL. (a ) The h o ld e r o f each m in in g 

c la im , le a s e h o ld  l o c a t i o n , o r m in in g le a s e in c l u d i n g  a m in in g lease 

unde r AS 3 8 .0 5 .2 5 0 ( b ) , s h a l l  pay , i n  advance , annua l r e n t a l f o r  the 

r i g h t  to  c o n t in u e  to  h o ld  th e m in in g c la im , le a s e h o ld  l o c a t i o n , o r 

m in in g  le a s e . The annua l r e n t a l amount s h a l l be based on the number

>3- CSSB 129(Res)



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

l e a s e ' s  p r e d e c e s s o r  c l a i m  o r  l e a s e h o l d  l o c a t i o n  w a s  f i r s t  l o c a t e d ,  a s  

f o l l o w s :

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

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

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

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

( c )  T h e  r e n t a l  f o r  e a c h  y e a r  s h a l l  b e  c r e d i t e d  a g a i n s t  t h e

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

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

e a c h  10 y e a r s  b y  t h e  c o m m i s s i o n e r  b a s e d  o n  t h e  c o n s u m e r  p r i c e  i n d e x  

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

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

u n d e r  A S  3 8 . 0 5 . 2 5 0 ( a ) .

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

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

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

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

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

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

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

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

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

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

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

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

L o c a t i o n

0 - 1 0 $ . 5 0 $ 20

11 -  o r  m o r e 1 100
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s e c t i o n  and to  p r o v id e  f o r  combined r e p o r t i n g  and p a y in g o f p r o d u c t io n  

r o y a l t i e s  fo . m in in g  o p e ra t io n s  t h a t in c lu d e  more th a n one m in in g 

c la im , le a s e h o ld  lo c a t io n , , o r m in in g le a s e in c l u d i n g  a m in in g  lease 

unde r AS 3 8 .0 5 .2 5 0 .

*  Sec. 8. AS 38 .0 5 .2 4 0 i s  amended to  re a d :

Sec. 3 8 .0 5 .2 4 0 . LABOR DEFINED FOR AS 38 .05 .210 - 3 8 .0 5 .2 3 5 . In 

AS 38 .0 5 .2 1 0 - 3 8 .0 5 .2 3 5 , " l a b o r "  in c lu d e s  g e o lo g i c a l , geo chem ica l , 

g e o p h y s ic a l , and a i r b o r n e  su rveys conduc ted by q u a l i f i e d  e x p e r ts  and 

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

i n  w h ich th e c l a i m, le a s e h o ld  l o c a t i o n , o r m in in g le a s e i s  lo c a te d  

w h ic h se ts o u t f u l l y  (1 ) th e lo c a t i o n  o f the work pe r fo rm ed i n  r e ­

l a t i o n  to  th e p o in t o f d is c o v e r y  and bounda r ie s o f th e c la im , le a s e ­

h o ld  lo c a t i o n , o r m in in g  le a s e , (2 ) th e n a tu r e , e x t e n t , and c o s t o f 

i t ,  and (3 ) the name, a dd re s s , and p r o f e s s io n a l backg round o f the 

pe rson c o n d u c t in g  th e w o rk . The comm iss ione r , by r e g u l a t i o n , s h a l l 

d e f in e  th e n a tu re  o f  a c c e p ta b le  su rv e y wo rk and th e q u a l i f i c a t i o n s  o f 

a pe rson compe ten t to  p e r fo rm  t h i s  w o rk . The a i r b o r n e  s u rv e y s , how­

e v e r , may n o t be a p p l ie d  as la b o r f o r  more than two c o n s e c u t iv e  yea rs 

o r f o r  more than a t o t a l  o f  f i v e  vea rs on any one m in in g  c la im , le a s e ­

h o ld  lo c a t i o n , o r m in in g  le a s e , and each o f th o se su rv e v s s h a l l  be 

n o n r e p e t i t i v e  o f any p re v io u s  su rv e y on the same c la im , le a s e h o ld  

lo c a t i o n , o r m in in g le a s e .

* Sec. 9. AS 38 .0 5 .2 6 5 i s  amended to  re a d :

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

c e r t i f i c a t e  o f l o c a t i o n  o r a s ta tem en t o f annua l la b o r , [OR ( 2 ) ] f i l e  

w i t h  the d i r e c t o r  w i t h i n  th e t im e p r e s c r ib e d  a lea se a p p l i c a t i o n , [OR

( 3 ) ] pay annua l r e n t a l , pay p r o d u c t io n  r o y a l t y  [OR RECEIVE CREDIT FOR 

RENTAL], o r [ ( 4 ) ]  keep l o c a t i o n  b o u n d a r ie s c l e a r l y  marked [ , ALL] as 

r e q u i r e d  by AS 38 .0 5 .1 3 5 - 38 .0 5 .2 7 5 and by r e g u la t i o n s  adop ted unde r
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t h e s e  s e c t i o n s  [ , ]  c o n s t i t u t e s  a b a n d o n m e n t  o f  a l l  r i g h t s  a c q u i r e d  

u n d e r  t h e  m i n i n g  c l a i m  [ L E A S E ] ,  l e a s e h o l d  l o c a t i o n ,  l e a s e ,  i n c l u d i n g  a 

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

l e a s e ,  o r  s i t e  [ I T ]  i s  s u b j e c t  t o  r e l o c a t i o n  b y  o t h e r s .  A  [ I F  A  

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

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

o r  a s u c c e s s o r  i n  i n t e r e s t  [ , ]  m a y  n o t  [ R E T U R N  T O ]  r e l o c a t e  t h e  l o ­

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

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

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

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

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

w i t h i n

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

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

( 2 )  30  d a y s  a f t e r  a  f i n a l  j u d g m e n t  e s t a b l i s h i n g  t h e  a m o u n t  

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

* S e c .  1 0 .  A S  4 3 . 0 5 . 2 3 0  i s  a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  t o  r e a d :

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

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

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

m i n a t i o n s  a n d  w o r k p a p e r s .  T h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  s h a l l  

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

t o  t h e  r e t u r n s ,  r e p o r t s ,  d o c u m e n t s ,  d e t e r m i n a t i o n s ,  a n d  w o r k p a p e r s  

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

s e c t i o n .

*  S e c .  1 1 .  A S  3 8 . 0 5 . 2 0 5 ( b ) ,  3 8 . 0 5 . 2 1 0 ( d ) ,  ar.d 3 8 . 0 5 . 2 5 0 ( c )  a r e  r e ­

p e a l e d .

*  S e c .  1 2 .  T R A N S I T I O N .  ( a )  T h i s  A c t  a p p l i e s  t o  m i n i n g  c l a i m s ,

C S S B  1 2 9 ( R e s )  - 6 -
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1 l e a s e h o l d  l o c a t i o n s ,  a n d  m i n i n g  l e a s e s  l o c a t e d  b e f o r e ,  o n ,  o r  a f t e r  t h e

2 e f f e c t i v e  d a t e  o f  t h i s  A c t .

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

i n  s e c .  7 o f  t h i s  A c t  i s  f o r  t h e  a n n u a l  l a b o r  y e a r  b e g i n n i n g  S e p t e m b e r  1,

5 1 9 8 9 .

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

e n a c t e d  b y  s e c .  7 o f  t h i s  A c t  i s  f o r  p r o d u c t i o n  a f t e r  D e c e m b e r  3 1 ,  1 9 8 9 .

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

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

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

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

u n d e r  A S  3 8 . 0 5 . 2 1 1  a s  e n a c t e d  i n  s e c .  7 o f  t h i s  A c t .

*  S e c .  1 3 .  S e c t i o n  1 2 ( d )  o f  t h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  

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

*  S e c .  1 4 .  E x c e p t  f o r  s e c .  1 2 ( d ) ,  t h i s  A c t  t a k e s  e f f e c t  A u g u s t  3 1 ,  

1 9 8 9 .
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I N  T H E  S E N A T E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

C S  F O R  S E N A T E  B I L L  NO .  1 2 9  ( R e s o u r c e s )

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

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

A  B I L L

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

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

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

*  S e c t i o n  1 .  A S  3 8 . 0 5 . 0 3 6 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l  a u d i t  r e p o r t s ,  p a y m e n t s ,  a n d  

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

( 1 )  t h e  r o y a l t y  a n d  n e t  p r o f i t s  u n d e r  o i l  a n d  g a s  c o n ­

t r a c t s ,  a g r e e m e n t s ,  o r  l e a s e s  u n d e r  A S  3 8 . 0 5 . 1 8 0 ;

( 2 )  t h e  r o y a l t y  o n  n e t  i n c o m e  f r o m  m i n i n g  c l a i m s ,  l e a s e h o l d

l o c a t i o n s ,  o r  m i n i n g  l e a s e s  u n d e r  A S  3 8 . 0 5 . 2 1 2  [ T H I S  C H A P T E R ) .

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

( c )  A l l  i n f o r m a t i o n  o b t a i n e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e  r e l a t ­

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

o n  n e t  i n c o m e  u n d e r  A S  3 8 . 0 5 . 2 1 2 , i n c l u d i n g  i n f o r m a t i o n  o b t a i n e d  u n d e r

A S  A 3 ,  m a y  b e  m a d e  a v a i l a b l e  t o  t h e  d e p a r t m e n t ,  i n  t h e  f o r m  o f  s u m ­

m a r i e s  a n d ,  w h e n  i n  f u r t h e r a n c e  o f  t h e  d e p a r t m e n t ' s  r o v a l t v  a n d  n e t  

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

a v a i l a b l e  t o  t h e  d e p a r t m e n t  t h a t  w a s  o b t a i n e d  u n d e r  A S  A3 i s  c o n f i d e n ­

t i a l  a n d  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  A S  A 3 . 0 5 . 2 3 0 .

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

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

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

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

a s c e r t a i n i n g  t h e  c o m p l i a n c e  b y  t h e  s u b j e c t  o f  t h e  a u d i t  w i t h  t h e
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a p p l i c a b l e  law , r e g u l a t i o n , le a s e , ag reemen t, and c o n t r a c t te rm s ; i t  

does n o t in c lu d e  any o th e r a c t io n s  n e c e s s a ry to  a d m in is t e r t h i s  chap­

t e r  p e r t a i n i n g  e i t h e r  to  o i l  and gas r o y a l t y  and n e t p r o f i t s  payments 

unde r AS 38 .0 5 .1 8 0 o r to  m in in g  r o y a l t y  payments on n e t income unde r 

AS 3 8 .0 5 .2 1 2 , in c l u d i n g  d a i l y  a c c o u n t in g  f u n c t i o n s , c e r t i f i c a t i o n  

p ro c e d u re s a s s o c ia te d  w i t h  tho se a c c o u n t in g  fu n c t i o n s , and en fo rcem en t 

o f payments o f r o y a l t i e s  and n e t p r o f i t s .

*  Sec. A. AS 3 8 .0 5 .2 0 5 ( c ) i s  amended to  re a d :

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

i s  renewab le i f  re q u irem e n ts f o r  a le a s e rema in s a t i s f i e d .  Annua l 

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

AS 38 .0 5 .2 1 1 and 38 .0 5 .2 1 2 [THE LESSEE HAS A RIGHT TO A NEW LEASE AT

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

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

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

v a l i d  m in in g c la im  lo c a te d  and h e ld  unde r AS 3 8 .0 5 . 195 may be con­

v e r t e d  to  a le a se a t any t im e upon a p p l i c a t i o n  by th e owner, and 

is s u a n ce by the comm iss io n e r . R ig h ts  [NO RIGHTS] g ra n te d  by a m in in g 

le a s e may no t be e x e r c is e d  u n t i l  th e le a s e has been f i l e d  f o r  re c o rd  

i n  th e r e c o rd in g  d i s t r i c t  where th e la n d i s  lo c a te d .

* Sec. 5. AS 3 8 .0 5 .2 1 0 (a ) i s  amended to  re a d :

(a ) Labor s h a l l be pe r fo rm ed o r improvements made a n n u a l l y  on o r 

f o r  th e b e n e f i t  o r deve lopmen t o f each m in in g c l a im , le a s e h o ld  l o ­

c a t i o n , and m in in g le a s e on s ta t e  la n d excep t t h a t where a d ja c e n t 

c la im s , le a s e h o ld  lo c a t i o n s , o r m in in g le a se s are h e ld  in  common, the 

e x p e n d i tu r e  may be made on any one c l a im , le a s e h o ld  lo c a t i o n , o r 

m in in g  le a s e . The comm iss ione r s h a l l e s t a b l i s h  th e d a te o f the com­

mencement o f th e ye a r d u r in g  w h ich th e la b o r or im p rovem en ts a re to  be 

p e r fo rm e d . Labo r s h a l l be pe r fo rm ed a t the annua l r a t e  o f $100 [$200 ] 
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p e r c la im  o r le a s e h o ld  l o c a t i o n ,  and $100 f o r  each p a r t i a l  o r who le 40

a c re s o f each m in in g le a s e . I f  more wo rk is  p e r fo rm ed th a n i s  r e ­

q u i r e d  by t h i s  s e c t i o n  to  be p e r fo rm e d in  any one y e a r , th e excess 

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

to  be done d u r in g  the subsequen t y e a r o r y e a r s , f o r  as many as fo u r 

y e a r s . In s te a d  o f p e r fo rm in g  a n n u a l la b o r , the h o ld e r o f a c la im , 

le a s e h o ld  l o c a t i o n ,  o r m in in g  le a s e may make a cash payment to  the 

s t a t e  e q u a l to  th e va lu e o f th e la b o r r e q u i r e d  by t h i s  s u b s e c t i o n .

*  Sec. 6 . AS 3 8 .0 5 .2 1 0 (b ) i s  amended to  re a d :

(b ) D u r in g  th e yea r i n  w h ic h [THE PERFORMANCE OF] annua l la b o r 

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

o f th e m in in g  c la im , le a s e h o ld  l o c a t i o n ,  or m in in g le a s e , o r some 

o th e r p e rs o n h a v in g know ledge o f  th e fa c t s  s h a l l r e c o r d  w i t h  th e 

r e c o r d e r o f  th e d i s t r i c t  i n  w h ic h th e c la im , le a s e h o ld  l o c a t i o n ,  o r 

m in in g  le a s e i s  lo c a te d  a s ig n e d s ta tem e n t s e t t i n g  o u t th e  in fo rm a ­

t i o n ,  as may be re q u i r e d  by th e comm iss io ne r , c o n c e rn in g th e annua l 

la b o r o f  th e p re c e d in g v e a r ^  [AND] any la b o r in  excess o f t h a t  r e ­

q u i r e d  f o r  th e p re c e d in g y e a r , and any payment o f cash in s t e a d  o f 

annua l l a b o r . The s ta tem e n t , p r o p e r l y  re co rd e d , i s  p r im a f a c i e  e v i ­

dence o f th e pe r fo rm ance o f th e la b o r . The f a i l u r e  o f one o f s e v e ra l 

co -ow ne rs to  c o n t r i b u t e  th e p r o p o r t i o n  o f the e x p e n d i tu r e s  r e q u i r e d  

f o r  annua l la b o r from  the co -owne r s h a l l  be t re a te d  in  acco rdance w i t h  

AS 3 8 .0 5 .2 1 5 - 38 .0 5 .2 3 5 .

* Sec. 7. AS 38 .05 i s  amended by add in g new se c t io n s to  re a d :

Sec. 3 8 .0 5 .2 1 1 . ANNUAL RENTAL. (a ) The h o ld e r o f each m in in g 

c la im , le a s e h o ld  lo c a t i o n , o r m in in g  le a se in c lu d in g  a m in in g  le a se 

unde r AS 3 8 .0 5 .2 5 0 ( b ) , s h a l l pav , i n  advance , annua l r e n t a l  f o r  the 

r i g h t  to  c o n t in u e  to  h o ld  th e m in in g  c la im , le a s e h o ld  l o c a t i o n ,  o r 

m in in g  le a s e . The annua l r e n t a l  amount s h a l l be based on th e number
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

2 5

26

27

2 8

2 9

o f th e ye a rs s in c e  a m in in g  c la im , a le a s e h o ld  lo c a t i o n , o r a m in in g 

le a s e 's  p re d e c e s s o r c la im  o r le a s e h o ld  lo c a t i o n  was f i r s t  lo c a te d , as 

f o l l o w s :

R e n ta l Amount Per 

A c re f o r  M in in g  

Leases

Number o f Years S ince 

F i r s t  Lo ca te d

0 - 5 

6 -  10 

11 - o r more

R e n ta l Amount 

f o r  Each M in in g 

C la im  o r Leaseho ld 

L o c a t io n  

$ 20 

AO 

100

$ .50 

$1 .00 

$2 .50

(b) A c la im , le a s e h o ld  l o c a t i o n , o r m in in g le a s e lo c a te d  on o r 

b e fo re  A ugus t 31, 1 989 i s  c o n s id e re d  to  have been f i r s t  lo c a te d  on 

Augus t 31, 1989 f o r  pu rposes o f d e te rm in in g  the amount o f r e n t a l unde r 

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

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

p r o d u c t i o n  r o y a l t y  unde r AS 38 .0 5 .2 1 2 as i t  acc rues f o r  th a t y e a r .

(d ) The r e n t a l  e s ta b l i s h e d  unde r t h i s  s e c t io n  s h a l l be r e v is e d  

each 10 ye a rs by th e comm iss io ne r based on th e consumer p r i c e  in d e x 

f o r  Anchorage and p u b l is h e d  i n  r e g u la t i o n s  by che comm iss io ne r .

(e ) T h is s e c t i o n  does n o t a p p ly  to  p ro s p e c t in g  p e rm i t s  is s u e d

unde r AS 3 8 . 0 5 . 2 5 0 ( a ) .

Sec. 3 8 .0 5 .2 1 2 . PRODUCTION ROYALTY. (a ) In  exchange f o r  and to  

p re s e rv e  th e r i g h t  to  e x t r a c t and possess th e m in e ra ls  p ro du ced , th e 

h o ld e r o f a m in in g c la im , le a s e h o ld  l o c a t i o n ,  o r m in in g le a s e , i n c l u d ­

in g  a m in in g  lease unde r AS 3 8 .0 5 .2 5 0 , s h a l l pay a r o y a l t y  on a l l  

m in e r a ls  p roduced from  la n d s u b je c t to  the c la im , le a s e h o ld  lo c a t i o n , 

o r m in in g le a s e d u r in g  each c a le n d a r y e a r .

(b ) The p r o d u c t io n  r o y a l t y  i s  two and o n e - h a l f p e r c e n t o f n e t

income as de te rm in e d unde r AS A3 .65 .
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(c ) The comm iss ione r s h a l l  adop t r e g u la t i o n s  to  im p lem en t t h i s  

s e c t i o n  and to  p ro v id e  f o r  combined r e p o r t i n g  and p a y in g o f p r o d u c t i o n  

r o y a l t i e s  f o r  m in in g  o p e ra t io n s  th a t in c lu d e  more th a n one m in in g 

c la im , le a s e h o ld  lo c a t i o n , o r m in in g le a se in c l u d i n g  a m in in g  le a se 

unde r AS 3 8 .0 5 .2 5 0 .

* Sec. 8. AS 38 .0 5 .2 4 0 i s  amended to  re a d :

Sec. 3 8 .0 5 .2 4 0 . LABOR DEFINED FOR AS 38 .0 5 .2 1 0 - 3 8 .0 5 .2 3 5 . In  

AS 38 .05 .21 0 - 3 8 0  5 . 2 3 5 , " l a b o r "  in c lu d e s  g e o l o g i c a l , g e o ch em ic a l , 

g e o p h y s ic a l , and a i r b o r n e  su rve ys conduc ted by q u a l i f i e d  e x p e r ts  and 

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

i n  wh ich th e c l a i m, le a s e h o ld  l o c a t i o n , o r m in in g  le a s e i s  lo c a te d  

w h ic h se ts o u t f u l l y  (1 ) th e l o c a t i o n  o f the wo rk pe r fo rm ed i n  r e ­

l a t i o n  to  th e p o i n t o f d is c o v e r y  and bounda r ie s o f th e c la i in , l ease ­

h o ld  lo c a t i o n , o r m in in g  le a s e , (2 ) th e n a tu r e , e x t e n t , and c o s t o f 

i t ,  and (3 ) th e name, a d d re s s , and p r o f e s s io n a l backg round o f the 

pe rson c o n d u c t in g  th e w o rk . The comm iss io ne r , by r e g u l a t i o n , s h a l l  

d e f in e  th e n a tu re  o f a c c e p ta b le  su rv e y work and th e q u a l i f i c a t i o n s  o f 

a pe rson compe ten t to  p e r fo rm  t h i s  w o rk . The a i r b o r n e  s u rv e y s , how­

e v e r , may n o t be a p p l ie d  as la b o r f o r  more than two c o n s e c u t iv e  ye a rs 

o r f o r  more than a t o t a l  o f f i v e  yea rs on any one m in in g c l a i m, le a s e ­

h o ld  lo c a t i o n , o r m in in g  le a s e , and each c f  th o se su rv e y s s h a l l  be 

n o n r e p e t i t i v e  o f any p re v io u s  su rv e y on the same c la im , le a s e h o ld  

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

* Sec. 9. AS 38 .0 5 .2 65 i s  amended to  re a d :

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

c e r t i f i c a t e  o f l o c a t i o n  o r a s ta tem en t o f annua l la b o r , [OR ( 2 ) ] f i l e  

w i t h  the d i r e c t o r  w i t h i n  the t im e p re s c r ib e d  a le a se a p p l i c a t i o n ,  [OR

( 3 ) ] pay annua l r e n t a l , pay p r o d u c t io n  r o y a l t y  [OR RECEIVE CREDIT FOR 

RENTAL], o r [ ( 4 ) ]  keep l o c a t i o n  bo u n d a r ie s c l e a r l y  marked [ , ALL] as
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r e q u i r e d  by AS 38 .0 5 .1 8 5 - 38 .0 5 .2 7 5 and by r e g u la t i o n s  adop ted unde r 

th e se s e c t io n s  f , ] c o n s t i t u t e s  abandonment o f a l l  r i g h t s  a c q u i re d

unde r th e m in in g  c la im  [LEASE ], le a s e h o ld  lo c a t i o n , le a s e , in c l u d i n g  a 

le a se unde r AS 38 .0 5 .2 5 0 o r s i t e  in v o lv e d , and th e c la im , lo c a t i o n , 

le a s e , o r s i t e  [ I T ]  i s  s u b je c t to  r e l o c a t i o n  by o th e r s . A [ I F  A 

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

FAILURE, THE] lo c a t o r  o r c la im a n t o f an [THE] a b a r io n e d  lo c a t i o n  [ , ]  

o r a su c ce s s o r i n  i n t e r e s t  [ , ]  may n o t [RETURN TO] r e lo c a t e  the l o ­

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

BEEN LOCATED]. A s ta tem en t o f annua l la b c r t h a t [WHICH] does n o t

a c c u r a t e l y  s e t o u t the e s s e n t i a l f a c t s  i s  v c id  and o f no e f f e c t .  I f

an annua l r e n t a l  o r a r o y a l t y  payment i s  d e f i c i e n t  b u t i s  o th e rw is e  

t im e l y  p a id , abandonment does n o t r e s u l t  i f  f u l l  payment i s  made 

w i t h i n

(1 ) th e p e r io d  p r e s c r ib e d  by a d e f i c i e n c y  n o t i c e  from  the 

comm is s io n e r ; o r

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

due i f  th e d e f i c i e n c y  amount due was c o n te s te d .

* Sec. 10. AS A3 .0 5 .230 i s  amended by add in g a new s u b s e c t io n  to  re a d :

(h ) The comm iss ione r s h a l l ,  upon re q u e s t , f u r n i s h  to  th e D e p a r t ­

ment o f N a tu r a l Resources cop ie s o f ta x  r e t u r n s , r e p o r t s ,  documents

f i l e d  u n d e r AS 43 .6 5 .0 1 0 - 4 3 .6 5 .0 6 0 , and the d e p a r tm e n t 's  d e t e r ­

m in a t io n s  and w o rk p a p e rs . The Depa rtm en t o f N a t u r a l Resources s h a l l 

m a in ta in  th e c o n f i d e n t i a l i t y  t h a t th e depa r tm en t i s  r e q u i r e d  to  ex tend 

co th e r e t u r n s , r e p o r t s , documents , d e te rm in a t io n s , and wo rkpape rs 

f u r n i s h e d  to  th e Depa rtm en t o f N a tu r a l Resources und e r t h i s  subsec ­

t i o n  .

* Sec. 11. AS 3 8 .0 5 .2 0 5 ( b ) , 3 8 .0 5 .2 1 0 ( d ) , and 3 8 .0 5 .2 5 0 ( c ) a re r e ­

pea le d .
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O r i g in a l s p o n so r : R u le s /G o ve rn o r

IN THE SENATE BY THE RESOURCES COMMITTEE

CS FOR SENATE B ILL NO. 129 (R esou rces )

IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE - FIRST SESSION

A B ILL

For an A c t e n t i t l e d :  "An A c t r e l a t i n g  to  r e n t and r o y a l t y  payments f o r  a

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

* S e c t io n  l .  AS 3 8 .0 5 .0 3 6 (a ) i s  amended to  re a d :

(a ) The Depa r tm en t o f Revenue s h a l l  a u d i t  r e p o r t s ,  paymen ts , and 

payments due r e l a t i n g  to

(1 ) th e  r o y a l t y  and n e t p r o f i t s  unde r o i l  and gas con ­

t r a c t s ,  ag reem en ts , o r le a s e s unde r AS 3 8 .0 5 .1 8 0 ;

(2 ) th e r o y a l t y  on n e t income from  m in in g  c la im s , le a s e h o ld  

l o c a t i o n s , o r m in in g  le a se s unde r AS 38 .0 5 .2 1 2 [THIS CHAPTER],

*  Sec. 2. AS 3 8 .0 5 .0 3 6 ( c ) i s  amended to  re a d :

( c ) A l l  i n f o rm a t i o n  o b ta in e d  by th e Depa r tm en t o f Revenue r e l a t ­

in g  to  r o y a l t y  and n e t p r o f i t s  payments unde r AS 38 .0 5 .1 8 0 o r r o y a l t y  

on n e t income unde r AS 3 8 .0 5 .2 1 2 , in c l u d i n g  in f o rm a t i o n  o b ta in e d  unde r 

AS 43, may be made a v a i l a b l e  to  the d e p a r tm e n t , i n  th e fo rm  o f sum­

m a r ie s and , when i n  fu r t h e r a n c e  o f th e d e p a r tm e n t 's  r o y a l t y  and n e t 

p r o f i t s  f u n c t i o n s , r e le v a n t p o r t i o n s  o f th e a u d i t s . I n f o rm a t i o n  made

a v a i l a b l e  to  the depa r tm en t t h a t was o b ta in e d  unde r AS 43 i s  c o n f id e n ­

t i a l  and s u b je c t to  th e p r o v i s io n s  o f AS 4 3 .0 5 .2 3 0 .

* Sec. 3. AS 3 8 .0 5 .0 3 6 (e ) i s  amended to  re a d :

m in in g c la im , le a s e h o ld  l o c a t i o n ,  o r m in in g  le a s e , 

to  annua l la b o r re q u ir em e n ts  f o r  and abandonment o f a 

m in in g  c la im , le a s e h o ld  l o c a t i o n ,  o r m in in g  le a s e and 

to  m in in g l i c e n s e  ta x  i n f o rm a t i o n ; and p r o v id i n g  f o r  

an e f f e c t i v e  d a t e . "
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(e ) In  t h i s  s e c t i o n , " a u d i t "  means th e p ro ce ss o f o b t a in in g  

s u f f i c i e n t  compe ten t e v id e n t i a r y  m a t te r th ro u g h in s p e c t i o n , o b s e rv a ­

t i o n ,  i n q u i r y ,  and c o n f i rm a t i o n  to  a f f o r d  a re a s o n a b le  b a s is  f o r  

a s c e r t a in in g  th e  com p lia n ce by th e s u b je c t o f th e  a u d i t w i t h  th e 

a p p l i c a b le  law , r e g u la t i o n , le a s e , ag reemen t, and c o n t r a c t te rm s ; i t  

does n o t in c lu d e  any o th e r a c t io n s  ne ce s sa ry to  a d m in is t e r  t h i s  chap­

t e r  p e r t a i n i n g  e i t h e r  to  o i l  and gas r o y a l t y  and n e t p r o f i t s  payments 

unde r AS 3 8 .0 5 . 180 o r to  m in in g r o y a l t y  payments on n e t income unde r 

AS 3 8 .0 5 .2 1 2 , in c l u d i n g  d a i l y  a c c o u n t in g  f u n c t i o n s , c e r t i f i c a t i o n  

p ro cedu re s a s s o c ia te d  w i t h  tho se a c c o u n t in g  f u n c t i o n s , and en fo rc em en t 

o f payments o f r o y a l t i e s  and n e t p r o f i t s .

*  Sec. 4 . AS 3 8 .0 5 .2 0 5 ( c ) i s  amended to  re a d :

( c ) A m in in g  le a s e s h a l l be f o r  any p e r io d  up to  55 y e a r s , and 

i s  renewab le i f  re q u irem e n ts f o r  a le a s e rem a in s a t i s f i e d .  Annua l 

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

AS 38 .0 5 .2 1 1 and 38 .0 5 .2 1 2 [THE LESSEE HAS A RIGHT TO A NEW LEASE AT 

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

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

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

v a l i d  m in in g c la im  lo c a te d  and h e ld  unde r AS 38 .0 5 .1 9 5 may be con ­

v e r t e d  to  a le a s e a t any t im e upon a p p l i c a t i o n  by th e owner, and 

is s u a n ce by th e comm iss ione r . R ig h ts  [NO RIGHTS] g ra n te d  by a m in in g 

le a se may n o t be e x e r c is e d  u n t i l  th e le a s e has been f i l e d  f o r  re c o rd  

in  th e r e c o r d in g  d i s t r i c t  where th e la n d i s  lo c a te d .

*  Sec. 5 . AS 3 8 .0 5 .2 1 0 (a ) i s  amended to  re a d :

(a ) Labo r & h a l l be pe r fo rm ed o r improvemen ts made a n n u a l l y  on o r 

f o r  th e  b e n e f i t  o r deve lopmen t o f each m in in g c la im , le a s e h o ld  l o ­

c a t i o n , and m in in g  le a se on s t a t e  la n d excep t t h a t where a d ja c e n t 

c la im s , le a s e h o ld  lo c a t i o n s , o r m in in g  le a se s a re h e ld  i n  common, the 
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e x p e n d i tu r e  may be made on any one c l a i m, le a s e h o ld  lo c a t i o n , o r 

m in in g  le a s e . The comm iss io ne r s h a l l  e s t a b l i s h  th e d a te  o f th e com­

mencement o f th e y e a r d u r in g  w h ic h th e la b o r o r im p rovemen ts a re to  be 

p e r fo rm e d . Labo r s h a l l  be pe r fo rm ed a t th e annua l r a t e  o f $ TOO [$200 ] 

p e r c la im  o r le a s e h o ld  l o c a t i o n ,  and $100 f o r  each p a r t i a l  o r who le 40 

a c re s o f each m in in g  le a s e . I f  more wo rk i s  p e r fo rm e d th a n i s  r e ­

q u i r e d  by t h i s  s e c t i o n  to  be p e r fo rm ed in  any one y e a r , th e excess 

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

t o  be done d u r in g  th e subsequen t y e a r o r y e a r s , f o r  as many as fo u r 

y e a r s . In s te a d  o f  p e r fo rm in g  annua l la b o r , th e h o ld e r o f a c la im , 

le a s e h o ld  lo c a t i o n , o r m in in g  le a s e may make a cash payment to  t h e  

s t a t e  equa l to  th e v a lu e  o f th e la b o r r e q u i r e d  by t h i s  s u b s e c t i o n .

* Sec. 6. AS 3 8 .0 5 .2 1 0 (b ) i s  amended to  re a d :

(b ) D u r in g th e  y e a r i n  w h ic h [THE PERFORMANCE OF] annua l la b o r 

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

o f th e m in in g c l a i m, le a s e h o ld  l o c a t i o n , o r m in in g  le a s e , o r some 

o th e r pe rs o n h a v in g know ledge o f th e fa c t s  s h a l l r e c o r d  w i t h  th e 

r e c o r d e r o f th e d i s t r i c t  i n  w h ic h th e c l a i m, le a s e h o ld  lo c a t i o n , o r 

m in in g  le a s e i s  lo c a te d  a s ig n e d s ta tem e n t s e t t i n g  o u t th e in f o rm a ­

t i o n ,  as may be r e q u i r e d  by th e comm iss io ne r , c o n c e rn in g  th e annua l 

la b o r o f th e p re c e d in g  y e a r ^  [AND] any la b o r i n  excess o f t h a t r e ­

q u i r e d  f o r  the p re c e d in g  y e a r , and any payment o f cash in s te a d  o f 

a n nua l l a b o r . The s ta te m e n t , p r o p e r l y  re c o rd e d , i s  p r im a f a c i e  e v i ­

dence o f th e pe r fo rm ance o f th e la b o r . The f a i l u r e  o f one o f s e v e ra l 

co -ow ne rs to  c o n t r i b u t e  th e p r o p o r t i o n  o f the e x p e n d i tu r e s  r e q u i r e d  

f o r  annua l la b o r from  th e co -owne r s h a l l be t r e a t e d  in  acco rdance w i t h  

AS 38 . 05 . 2 15 - 38 . 0 5 . 2 3 5 .

* Sec . 7. AS 38. 05 i s  amended by add ing new s e c t io n s  to  re a d :

Sec. 38 . 05 . 2 11 . ANNUAL RENTAL. (a ) The h o ld e r o f  each m in in g
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c la im , le a s e h o ld  l o c a t i o n , o r m in in g  le a se on la n d s e le c te d  by the 

s t a t e  unde r Secs . 6 (a ) - (b ) o f th e A la s k a S ta tehood A c t (P .L . 85 -508 , 

72 S ta t . 339) s h a l l pay , i n  advance , annua l r e n t a l f o r  th e r i g h t  to 

c o n t in u e  t o  h o ld  th e m in in g  c la im , le a s e h o ld  l o c a t i o n , o r m in in g 

le a s e . The annua l r e n t a l amount s h a l l  be based on the number o f  the 

ye a rs s in c e  a m in in g  c la im , a le a s e h o ld  lo c a t i o n , o r a m in in g  le a s e 's  

p re d e c e s s o r c la im  o r le a s e h o ld  l o c a t i o n  was f i r s t  lo c a te d , as f o l l o w s :

Number o f Yea rs S ince 

F i r s t  L o ca te d

R e n ta l Amount Per 

A c re f o r  M in in g  

Leases

0 - 5  

6 - 1 0  

11 - o r more

R e n ta l Amount 

f o r  Each M in in g 

C la im  o r Lea seho ld 

L o c a t io n  

$ 20 

40 

100

$ .50 

$1.00 

$2 .50

(b ) A c la im , le a s e h o ld  l o c a t i o n , o r m in in g le a se lo c a te d  on o r 

b e fo re  A ugus t 31 , 1989 i s  c o n s id e re d to  have been f i r s t  lo c a te d  on 

Augus t 31, 1989 f o r  pu rposes o f d e te rm in in g  the amount o f r e n t a l  unde r 

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

( c ) The r e n t a l f o r  each ye a r s h a l l  be c r e d i t e d  a g a in s t the 

p r o d u c t io n  r o y a l t y  unde r AS 38 .0 5 .2 1 2 as i t  acc rues f o r  t h a t y e a r .

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

each 10 ye a rs by th e comm iss ione r based on th e consumer p r i c e  in d e x 

f o r  Anchorage and p u b l is h e d  i n  r e g u la t i o n s  by th e comm iss io n e r .

Sec. 3 8 .0 5 .2 1 2 . PRODUCTION ROYALTY. (a) In  exchange f o r  and to 

p re s e rv e  th e r i g h t  to  e x t r a c t and possess the m in e ra ls  p ro d u ce d , the 

h o ld e r o f a m in in g c la im , le a s e h o ld  l o c a t i o n , o r m in in g le a s e on la n d 

s e le c te d  by th e s ta t e  unde r Secs. 6 (a ) - (b ) o f th e A la s k a S ta te hood 

A c t (P .L . 85 -5 08 , 72 S ta t . 339) s h a l l pay a r o y a l t y  on a l l  m in e ra ls  

p roduced from  la n d s u b je c t to  th e c la im , le a s e h o ld  lo c a t i o n , o r m in in g  
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le a s e d u r in g  each c a le n d a r y e a r .

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

d e te rm in e d unde r AS 43 .6 5 .

( c ) The comm iss ione r s h a l l  adop t r e g u la t i o n s  t o  im p lem en t t h i s  

s e c t i o n  and t o  p ro v id e  f o r  combined r e p o r t i n g  and p a y in g o f p r o d u c t io n  

r o y a l t i e s  f o r  m in in g o p e r a t io n s  t h a t in c lu d e  more th a n one m in in g 

c la im , le a s e h o ld  l o c a t i o n , c r  m in in g le a s e .

*  Sec. 8. AS 3 8 .0 5 .2 4 0 i s  amended to re a d :

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

AS 3 8 .0 5 .2 1 0 - 3 8 .0 5 .2 3 5 , " l a b o r "  in c lu d e s  g e o l o g i c a l , g eo chem ic a l , 

g e o p h y s ic a l , and a i r b o r n e  su rve y s condu c te d by q u a l i f i e d  e x p e r ts  and 

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

i n  w h ic h th e c l a i m, le a s e h o ld  lo c a t i o n , o r m in in g  le a s e i s  lo c a te d  

w h ic h s e ts  o u t f u l l y  (1 ) th e lo c a t i o n  o f th e  wo rk p e r fo rm ed i n  r e ­

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

h o ld  lo c a t i o n , o r m in in g le a s e , (2 ) th e n a t u r e , e x t e n t , and c o s t o f 

i t ,  and (3 ) th e name, a d d re s s , and p r o f e s s io n a l backg round o f th e 

p e rs o n c o n d u c t in g  th e w o rk . The comm is s io n e r , by r e g u l a t i o n , s h a l l 

d e f in e  th e  n a tu re  o f a c c e p ta b le  su rve y wo rk and th e q u a l i f i c a t i o n s  o f 

a pe rso n compe ten t to  p e r fo rm  t h i s  w o rk . The a i r b o r n e  su rv e y s , how­

e v e r , may n o t be a p p l ie d  as la b o r f o r  more th a n two c o n s e c u t iv e  yea rs 

o r f o r  more th a n a t o t a l  o f f i v e  yea rs on any one m in in g  c l a i m, le a s e ­

h o ld  l o c a t i o n , o r m in in g le a s e , and each o f th o se su rve y s s h a l l be 

n o n r e p e t i t i v e  o f any p re v io u s  su rv e y on th e  same c l a i m, le a s e h o ld  

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

* Sec. 9 . AS 38 .0 5 .2 6 5 i s  amended to  re a d :

Sec. 3 8 .0 5 .2 6 5 . ABANDONMENT. F a i l u r e  to  [ ( ! ) ]  p r o p e r l y  re c o rd  a 

c e r t i f i c a t e  o f l o c a t i o n  o r a s ta tem en t o f annua l la b o r , [OR ( 2 ) ] f i l e  

w i t h  th e d i r e c t o r  w i t h i n  th e  t im e p r e s c r ib e d  a le a se a p p l i c a t i o n , [OR
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( 3 ) ] pay any re q u i r e d  annua l r e n t a l , pay any r e q u i r e d  p ro d u c t io n  

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

a r i e s  c l e a r l y  marked [ , ALL] as r e q u i r e d  by AS 3 8 .0 5 .1 8 5 - 38 .05 .275 

and by r e g u la t i o n s  adop ted unde r the se s e c t io n s  [ , ]  c o n s t i t u t e s  aban­

donment o f a l l  r i g h t s  a c q u i r e d  unde r th e m in in g c la im  [LEASE ], le a s e ­

h o ld  lo c a t i o n , le a s e , o r s i t e  in v o lv e d , and th e c la im , l o c a t i o n , 

le a s e , o r s i t e  [ I T ] i s  s u b je c t to  r e l o c a t i o n  by o t h e r s . A [ I F  A 

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

FAILURE, THE] lo c a t o r  o r c la im a n t o f an [THE] abandoned lo c a t i o n  [ , ]  

o r a su c ce s so r in  i n t e r e s t  [ ,  ] may n o t [RETURN TO] r e l o c a t e  th e l o ­

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

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

a c c u r a t e l y  s e t o u t th e  e s s e n t i a l f a c t s  i s  v o id  and o f  no e f f e c t .  I f  

an annua l r e n t a l  o r a r o y a l t y  payment i s  d e f i c i e n t  b u t i s  o th e rw is e  

t im e l y  p a id , abandonment does n o t r e s u l t  i f  f u l l  payment i s  made 

w i t h i n

(1 ) th e p e r io d  p r e s c r ib e d  by a d e f i c i e n c y  n o t i c e  from  the 

comm iss io n e r ; o r

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

due i f  th e d e f i c ie n c y  amount due was c o n te s te d .

* Sec. 10. AS A3 .05 .230 i s  amended by add in g a new s u b s e c t io n  to  re a d :

(h ) The comm iss ione r s h a l l ,  upon re q u e s t , f u r n i s h  to  th e D e p a r t ­

ment o f N a tu r a l Resources co p ie s o f  ta x  r e t u r n s , r e p o r t s ,  documents 

f i l e d  unde r AS A3 .65 .010 - A 3 .6 5 .0 6 0 , and the d e p a r tm e n t 's  d e t e r ­

m in a t io n s  and w o rkpape rs . The Depa r tm en t o f N a tu r a l Resources s h a l l 

m a in ta in  th e c o n f i d e n t i a l i t y  t h a t  th e depa r tm en t i s  r e q u i r e d  to  ex tend 

to  th e r e t u r n s , r e p o r t s , documents , d e te rm in a t i o n s , and workpape rs 

f u r n i s h e d  to  the Depa rtm en t o f N a tu r a l Resources unde r t h i s  subsec ­

t i o n .
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11

1 * Sec. 11. AS 38.05.205(b) and 38.05.210(d) are repealed.
2 * Sec. 12. TRANSITION. (a) This Act applies  to mining claims, lease-
3 hold locat ions,  and mining leases  located  before,  on, or a f t e r  the e f fec-
4 t iv e  date of th is  Act un land se lec ted  by the s t a t e  under Secs. 6(a) - (b)
5 of the Alaska Statehood Act (P.L. 85-508, 72 S ta t .  339).
6 (b) The f i r s t  annual r e n t a l  payment due under AS 38.05.211 as enacted
7 in  sec. 7 of th is  Act i s  fo r  the annual labor year beginning September 1,
3 1989.
9 (c) The f i r s t  production ro y a l ty  payment due under AS 38.05.212 as

enacted by sec. 7 of  t h i s  Act i s  for  production a f t e r  December 31, 1989.
(d) The commissioner of n a tu ra l  resources sh a l l  adopt regu la t ions  to

12 implement the changes made by th i s  Act. The regu la t io ns  take e f f e c t  under
13 the Administrative Procedure Act (AS 44.62) but not before August 31, 1989.
14 The regula t ions  may defer  the date fo r  the f i r s t  annual r e n ta l  payment due 

under AS 38.05.211 as enacted in sec. 7 of th is  Act.
* Sec. 13. Section 12(d) of th i s  Act takes e f fe c t  immediately under

17 AS 01.10.070(c).
18 * Sec. 14. Except for  sec. 12(d), th i s  Act takes e f f e c t  August 31,
19 1989.
20

21 

22

23

24

25

26

27

28 

29

15

16
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B ra d le y
4/10/89

g o 0 7 5 9 s H

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

IN THE SENATE BY THE RESOURCES COMMITTEE

CS FOR SENATE B ILL NO. 129 (R esou rce s )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION

A B ILL

Fo r an A c t e n t i t l e d :  "An A c t r e l a t i n g  to  r e n t and r o y a l t y  paymen ts f o r  a

m in in g  c la im , le a s e h o ld  l o c a t i o n ,  o r m in in g  le a s e , to 

m in e r a l - i n - c h a r a c t e r  d e t e rm in a t i o n s , to  a n n u a l la b o r 

re q u irem e n ts f o r  and to  abandonment o f  a m in in g 

c la im , le a s e h o ld  l o c a t i o n , o r m in in g  le a s e  and to

m in in g  l i c e n s e  ta x  in f o rm a t i o n ; and p r o v i d i n g  f o r  an 

e f fe e  l i v e  d a t e . "

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

*  S e c t io n  1. AS 3 8 .0 5 .0 3 6 (a ) i s  amended to  re a d :

(a ) The Depa rtm en t o f Revenue s h a l l  a u d i t  r e p o r t s ,  paym en ts , and ; 

payments due r e l a t i n g  to
i

(1 ) th e r o y a l t y  and n e t p r o f i t s  u n d e r o i l  and gas con- .

t r a c t s ,  ag reem en ts , o r le a se s und e r AS 3 8 .0 5 .1 8 0 ;
  !

(2 ) th e r o y a l t y  on n e t income from m in in g  c la im s , le a s e h o ld  j

l o c a t i o n s , o r m in in g le a se s unde r AS 38 .0 5 .2 1 2 [TH IS CHAPTER]. j

*  Sec. 2. AS 3 8 .0 5 .0 3 6 ( c ) i s  amended to  re a d :

( c ) A l l  in f o rm a t i o n  o b ta in e d  by th e  D epa r tm en t o f Revenue r e l a t ­

i n g  to  r o y a l t y  and n e t p r o f i t s  payments unde r AS 3 8 .0 5 .1 8 0 o r r o y a l t y  

on n e t income unde r AS 3 8 .0 5 .2 1 2 , i n c l u d i n g  in f o rm a t i o n  o b ta in e d  unde r 

AS 43, may be made a v a i l a b l e  to  th e  d e p a r tm e n t , i n  th e fo rm  o f sum­

m a r ie s and, when in  fu r t h e r a n c e  o f  th e d e p a r tm e n t 's  r o y a l t y  and n e t 

p r o f i t s  f u n c t i o n s , r e le v a n t p o r t i o n s  o f  the a u d i t s .  I n f o rm a t i o n  made

a v a i l a b l e  to th e depa r tm en t t h a t was o b ta in e d  unde r AS 43 i s  c o n f i d e n ­

t i a l  and s u b je c t to  th e p r o v i s io n s  o f AS 4 3 .0 5 .2 3 0 .
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Sec. 3. AS 3 8 .0 5 .0 3 6 ( e ) i s  amended to  read :

(e ) In  t h i s  s e c t i o n , " a u d i t "  means th e p ro c e s s o f o b t a in i n g  

s u f f i c i e n t  com pe ten t e v i d e n t i a r y  m a t te r th ro u g h in s p e c t i o n , o b s e rv a ­

t i o n ,  i n q u i r y ,  and c o n f i r m a t i o n  to  a f f o r d  a re a s o n a b le b a s is  f o r  

a s c e r t a in in g  th e  com p l ia n ce by th e s u b je c t o f  th e a u d i t w i t h  th e 

a p p l i c a b l e  law , r e g u l a t i o n , le a s e , agreemen t, and c o n t r a c t te rm s ; i t  

does n o t in c lu d e  any o th e r a c t io n s  necessa ry to  a d m in is t e r t h i s  chap ­

t e r  p e r t a i n i n g  e i t h e r  to  o i l  and gas r o y a l t y  and n e t p r o f i t s  payments 

und^.r AS 38 .0 5 .1 80 o r to  m in in g  r o y a l t y  payments on n e t income unde r 

AS 3 8 .0 5 .2 1 2 , i n c l u d i n g  d a i l y  a c c o u n t in g  f u n c t i o n s , c e r t i f i c a t i o n  

p ro c e d u re s a s s o c ia te d  w i t h  th o se a c c o u n t in g  f u n c t i o n s , and en fo rc em en t 

o f payments o f r o y a l t i e s  and n e t p r o f i t s .

Sec. 4 . AS 3 8 .0 5 .2 0 5 (b ) i s  amended to  re a d :

(b ) B e g in n in g on th e da te e s ta b l i s h e d  by th e  comm iss ione r unde r 

AS 3 8 .0 5 .2 1 0 ^ [THERE SHALL ACCRUE] an annua l r e n t a l  acc rues f o r  each 

le a s e h o ld  lo c a t i o n  o r p o r t i o n  o f a le a s e h o ld l o c a t i o n , [THEREOF] 

w h e th e r o r n o t u n d e r le a s e , i n  th e  amounts e s ta b l i s h e d  in  AS 38 .05 .211 

[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 AS 3 8 .0 5 .2 1 0 MAY BE CREDITED AGAINST THE 

RENTAL].

Sec. 5 . AS 3 8 .0 5 .2 0 5 ( c ) i s  amended to  re a d :

( c ) A m in in g le a s e s h a l l  be f o r  any p e r io d  up to  55 y e a r s , and

i s  renew ab le i f  re q u ir em e n ts  f o r  th e le a s e rem a in s a t i s f i e d .  Annua l 

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

AS 38 .0 5 .2 11 and 38 .0 5 .2 1 2 [THE LESSEE HAS A RIGHT TO A NEW LEASE AT 

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

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

BASED UPON CHANGED CONDITIONS IN PRODUCTION COSTS AND MARKETS]. A
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v a l i d  m in in g  c la im  lo c a te d  and h e ld  unde r AS 3 8 .0 5 .1 9 5 may be con­

v e r t e d  to  a le a s e a t any t im e upon a p p l i c a t i o n  by th e owne r, and 

is s u a n c e by the comm is s io n e r . R ig h ts  [NO RIGHTS] g ra n te d  by a m in in g 

le a s e may n o t be e x e r c is e d  u n t i l  th e lea se has been f i l e d  f o r  re c o rd  

i n  th e r e c o r d in g  d i s t r i c t  where th e  la n d i s  lo c a te d .

* Sec. 6. AS 38 .05 i s  amended by a dd in g a new s e c t i o n  to  re a d :

Sec. 3 8 .0 5 .2 0 6 . MINERAL CHARACTER DETERMINATIONS. (a ) W i th in  

th r e e  ye a rs a f t e r  th e r e c e i p t  by th e comm iss ione r o f  a re q u e s t f o r  a 

m in e r a l c h a r a c te r d e t e rm in a t io n  from  th e h o ld e r o f th e m in in g  c la im , 

th e  comm iss ione r s h a l l  d e te rm in e unde r AS 38 .0 5 .2 4 3 w he th e r th e land 

u n d e r l y i n g  a m in in g  c la im  was m in e r a l in  c h a r a c t e r a t the t im e o f 

s t a t e  s e le c t i o n .

(b ) A h o ld e r o f  a m in in g  c la im  who f a i l s  t o  make a re q u e s t f o r  a 

m in e r a l c h a r a c te r d e t e rm in a t i o n  t o  th e comm iss ione r by September 1, 

1990, o r w i t h i n  one y e a r from  the lo c a t i o n  o f th e m in in g  c la im , w h ic h ­

e v e r i s  l a t e r ,  s h a l l  make r e n t a l  payments unde r AS 38 .05 .211 and 

r o y a l t y  payments unde r AS 38 .0 5 .2 1 2 u n t i l  th e comm iss io ne r makes a 

m in e r a l c h a r a c te r d e t e rm in a t i o n  c o n c e rn in g  th e la n d und e r 3 8 .0 5 . - 

243. A h o ld e r o f  a m in in g  c la im  who makes a r e q u e s t f o r  a m in e ra l 

c h a r a c t e r d e te rm in a t io n  to  th e comm iss ione r by Septer e r 1, 1990, o r 

w i t h i n  one yea r a f t e r  the lo c a t i o n  o f th e m in in g  c la im , w h ic h e v e r i s  

l a t e r ,  does n o t owe r e n t a l  payments unde r AS 3 8 .0 5 .2 "1  o r r o y a l t y  

payments unde r AS 38 .0 5 .2 1 2 u n t i l  th e  comm iss ione r makes the m in e ra l 

c h a r a c t e r d e te rm in a t io n  unde r AS 3 8 .0 5 .2 4 3 .

(c ) On the d e t e rm in a t io n  by th e comm iss ione r t h a t th e la nd 

u n d e r l y i n g  th e m in in g  c la im  was m in e r a l i n  c h a r a c te r a t the t im e o f 

s t a t e  s e le c t i o n , th e h o ld e r o f th e m in in g  c la im , i s  l i a b l e  f o r  r e n t a l 

and r o y a l t y  payments from  th e da te o f lo c a t i o n  o r A ugus t 31, 1989, 

w h ic h e v e r comes l a t e r .
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( d )  O n  t h e  d e t e r m i n a t i o n  b y  t h e  c o m m i s s i o n e r  t h a t  t h e  l a n d  

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

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

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

0 5 . 2 1 2  o n  t h e  c l a i m ,  t h e  c o m m i s s i o n e r  s h a l l  r e f u n d  t o  t h e  h o l d e r  o f  

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

c l a i m

( e )  I f  t h e  c o m m i s s i o n e r  f a i l s  t o  m a k e  a m i n e r a l  c h a r a c t e r  d e t e r ­

m i n a t i o n  w i t h i n  t h r e e  y e a r s  f r o m  t h e  d a t e  o f  a  r e q u e s t  f o r  a d e t e r ­

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

a n d  3 8 . 0 5 . 2 1 2  i s  r e d u c e d  b y  50  p e r c e n t  f r o m  t h e  t i m e  t h a t  t h e  u e t e r -  

m i n a t i o n  w a s  r e q u e s t e d  t h r o u g h  t h e  d a t e  t h a t  t h e  d e t e r m i n a t i o n  i s  

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

m e n t  a c c u m u l a t e d  u n d e r  t h i s  s u b s e c t i o n  b e

( 1 )  a p p l i e d  t o  r e n t a l  a n d  r o y a l t y  p a y m e n t s  d u e  i n  s u b s e ­

q u e n t  y e a r s ;  o r

( 2 )  r e f u n d e d .

*  S e c .  7 .  A S  3 8 . 0 5 . 2 1 0 ( a )  i s  a m e n d e d  t o  r e a d :

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

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

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

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

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

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

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

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

p e r  c l a i m  o r  l e a s e h o l d  l o c a t i o n ,  a n d  $ 1 0 0  f o r  e a c h  p a r t i a l  o r  w h o l e  40 

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

q u i r e d  b y  t h i s  s e c t i o n  t o  b e  p e r f o r m e d  i n  a n y  o n e  y e a r ,  t h e  e : x c e s s
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[WORK UP TO A] v a lu e  [OF $800] may be a p p l ie d  a g a in s t la b o r r e q u i r e d  

to  be done d u r in g  th e subsequen t y e a r o r y e a r s , f o r  as many as fo u r 

y e a rs . In s te a d  o f p e r fo rm in g  annua l la b o r , th e  h o ld e r o f a c la im , 

le a s e h o ld  lo c a t i o n , o r m in in g lea se may make a cash payment to  the 

s t a t e  equa l to  th e v a lu e  o f th e la b o r r e q u i r e d  by t h i s  s u b s e c t io n .

*  Sec. 8. AS 3 8 .0 5 .2 1 0 (b ) i s  amended to  re a d :

(b ) D u r in g th e y e a r i n  wh ich [THE PERFORMANCE OF] annua l la b o r 

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

o f th e m in in g  c l a i m, le a s e h o ld  l o c a t i o n ,  o r m in in g le a s e , o r some 

o th e r pe rso n h a v in g know ledge o f th e f a c t s  s h a l l  r e c o r d  w i t h  th e 

re c o r d e r o f th e d i s t r i c t  i n  wh ich th e  c l a i m, le a s e h o ld  l o c a t i o n , o r 

m in in g  le a s e i s  lo c a te d  a s ig n ed s ta tem e n t s e t t i n g  o u t th e  in fo rm a ­

t i o n ,  as may be r e q u i r e d  by th e comm is s io n e r , c o n c e rn in g  the annua l 

la b o r o f th e p re c e d in g  y e a r ^  [AND] any la b o r i n  excess o f  t h a t r e ­

q u i r e d  f o r  th e p re c e d in g  y e a r , and any payment o f cash in s te a d  o f 

annua l l a b o r . The s ta te m e n t , p r o p e r l y  re c o rd e d , i s  p r im a f a c i e  e v i ­

dence o f the pe r fo rm ance o f th e la b o r . The f a i l u r e  o f one o f s e v e ra l 

co -owne rs to  c o n t r i b u t e  th e p r o p o r t i o n  o f th e e x p e n d i tu r e s  r e q u i r e d  

f o r  annua l la b o r from  th e co -owne r s h a l l be t r e a t e d  in  acco rdance w i t h  

AS 38 .0 5 .2 1 5 - 3 8 .0 5 .2 3 5 .

* Sec. 9. AS 38 .05 i s  amended by add ing new s e c t io n s  to  re a d :

Sec. 3 8 .0 5 .2 1 1 . ANNUAL RENTAL. (a ) The h o ld e r o f each m in in g  

c la im , le a s e h o ld  lo c a t i o n , o r m in in g le a s e on la n d t h a t has been 

s e le c te d  by the s t a t e  unde r Secs. 6 (a ) - (b) o f th e A la s k a S ta tehood 

A c t (P .L . 85 -508 , 72 S ta t . 339) and t h a t  has been de te rm in e d to  be 

m in e ra l i n  c h a r a c te r unde r AS 38 .0 5 .2 06 s h a l l pay , i n  advance , annua l 

r e n t a l f o r  th e r i g h t  to  c o n t in u e  to  h o ld  the m in in g  c la im , le a s e h o ld  

l o c a t i o n , o r m in in g le a s e . The annua l r e n t a l  amount s h a l l  be based on 

the number o f the yea rs s in c e  a m in in g c la im , a le a s e h o ld  lo c a t i o n , o r
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a m in in g  le a s e 's  p re d e c e s s o r c la im  o r le a s e h o ld  lo c a t i o n  was f i r s t  

lo c a t e d , as f o l l o w s :

R e n ta l Amount Per 

A c re f o r  M in in g 

Leases

Number o f Years S ince 

F i r s t  Loca te d

0 - 5  

6 - 1 0  

11 - o r more

R e n ta l Amount 

f o r  Each M in in g  

C la im  o r Leaseho ld 

L o c a t io n  

$ 20 

40 

100

$ .50 

$1 .00 

$2 .50

(b ) A c la im , le a s e h o ld  l o c a t i o n ,  o r m in in g le a s e lo c a te d  on o r 

b e fo re  Augus t 31, 1 989 i s  c o n s id e re d  to  have been f i r s t  lo c a te d  on 

Augus t 31, 1989 f o r  pu rposes o f d e te rm in in g  the amount o f r e n t a l  unde r 

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

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

p r o d u c t i o n  r o y a l t y  unde r AS 38 .0 5 .2 1 2 as i t  acc rues f o r  t h a t y e a r .

(d ) The r e n t a l e s ta b l i s h e d  unde r t h i s  s e c t i o n  s h a l l  be re v is e d  

each 10 yea rs by th e comm iss io ne r based on th e consumer p r i c e  in d e x 

f o r  Anchorage and p u b l is h e d  i n  r e g u la t i o n s  by th e c om m is s io n e r .

Sec. 3 8 .0 5 .2 1 2 . PRODUCTION ROYALTY. (a ) In  exchange f o r  and to

p re s e rv e  the r i g h t  to  e x t r a c t  and possess the m in e r a ls  p ro d u c e d , the

h o ld e r o f a m in in g c la im , le a s e h o ld  l o c a t i o n , o r m in in g  le a s e / /d n lQrandr-
‘7rJ i

t h a t  has been s e le c te d  by th e s t a t e ^ u n d e r Secs. 6 (a ) - (b ) o f the

A la s k a S ta tehood A c t (P .L . 85 -5 08 , 72 S ta t . 339) and t h a t has been

d e te rm in e d to  be m in e ra l i n  c h a r a c t e r unde r AS 3 8 .0 5 . 2 0 y  s h a l l  pay a 

r o y a l t y  on a l l  m in e ra ls  p roduced from  la n d s u b je c t to  th e c la im , 

le a s e h o ld  l o c a t i o n , o r m in in g  le a se d u r in g  each c a le n d a r y e a r .

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

de te rm in e d unde r AS 43 .6 5 .

( c ) The comm iss ione r s h a l l adop t r e g u la t io n s  to  im p lem en t t h i s
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s e c t i o n  and to  p r o v id e  f o r  combined r e p o r t i n g  and p a y in g  o f  p r o d u c t io n  

r o y a l t i e s  f o r  m in in g  o p e r a t io n s  t h a t in c lu d e  more th a n one m in in g 

c la im , le a s e h o ld  l o c a t i o n ,  o r m in in g  le a s e .

Sec. 10. AS 38 .0 5 .2 4 0 i s  amended to  re a d :

Sec. 3 8 .0 5 .2 4 0 . LABOR DEFINED FOR AS 38 .0 5 .2 10 - 3 8 .0 5 ,2 3 5 . In  

AS 38 .0 5 .2 1 0 - 3 8 .0 5 .2 3 5 , " l a b o r "  in c lu d e s  g e o l o g i c a l , g e o ch em ic a l , 

g e o p h y s ic a l , and a i r b o r n e  su rv e y s conduc te d by q u a l i f i e d  e x p e r ts  and 

v e r i f i e d  by a d e t a i l e d  r e p o r t  f i l e d  in  th e r e c o r d in g  d i s t r i c t  o f f i c e  

i n  w h ic h the c l a im , le a s e h o ld  l o c a t i o n , o r m in in g le a se i s  lo c a te d  

w h ic h s e ts  o u t f u l l y  (1 ) th e  l o c a t i o n  o f the wo rk p e r fo rm ed i n  r e ­

l a t i o n  to  th e p o i n t o f d is c o v e r y  and bounda r ie s o f th e  c l a im , le a s e ­

h o ld  l o c a t i o n ,  o r m in in g  le a s e , (2 ) the n a tu re , e x t e n t , and c o s t o f 

i t ,  and (3 ) th e name, a d d re s s , and p r o f e s s io n a l backg ro und o f th e 

pe rson c o n d u c t in g  th e w o rk . The comm iss ione r , by r e g u l a t i o n , s h a l l 

d e f in e  th e n a tu r e  o f a c c e p ta b le  su rv e y wo rk and th e q u a l i f i c a t i o n s  o f 

a pe rso n compe ten t to  p e r fo rm  t h i s  w o rk . The a i r b o r n e  s u rv e y s , how­

e v e r , may n o t be a p p l ie d  as la b o r f o r  more than two c o n s e c u t iv e  yea rs 

o r f o r  more th a n a t o t a l  o f f i v e  ye a rs on any one m in in g  c l a i m, le a s e ­

h o ld  lo c a t i o n , o r m in in g  le a s e , and each o f th o se su rv e y s s h a l l be 

n o n r e p e t i t i v e  o f any p r e v io u s  su rv e y on the same c l a i m, le a s e h o ld  

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

Sec. 11. AS 38 .05 i s  amended by add in g a new s e c t io n  to  ;.„ad :

Sec. 3 8 .0 5 .2 4 3 . DETERMINATION OF MINERAL CHARACTER. (a ) Land 

on w h ic h a m in in g  c la im  i s  lo c a te d  was n o t m in e ra l in  c h a r a c te r a t th e 

t im e o f s t a t e  s e le c t i o n  u n le s s , on the da te the s t a t e  s e le c te d  the 

la n d  u n d e r l y i n g  th e m in in g  c la im , the la n d was known to  c o n ta in  a 

v a lu a b le  m in e ra l d e p o s i t i n  s u f f i c i e n t  q u a n t i t i e s  t h a t a p ru d e n t 

pe rso n a t th a t t im e wou ld have expended t im e and re s o u rc e s to  deve lo p 

th e  m in e r a l d e p o s i t w i t h  a re a s o n a b le b e l i e f  t h a t th e m in e ra ls  wou ld
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(b ) Land u n d e r l y i n g  a m in in g  c la im  does n o t c o n ta in  a v a lu a b le  

m in e r a l d e p o s i t u n le s s , based on f a c t s  known a t th e da te th e  la n d was 

s e le c t e d  by th e s t a t e , th e la nd

(1 ) c o n ta in e d  an a c t u a l expo su re o f v a lu a b le  m in e ra ls  capa­

b l e  o f  b e in g m a rke ted a t a p r o f i t ;

(2 ) was c o n t ig u o u s t o  an e x i s t i n g  m in in g c la im  w i t h  an 

a c t u a l exposu re o f v a lu a b le  m in e ra ls  capab le o f b e in g m a rke te d a t a 

p r o f i t ;

(3 ) was w i t h i n  one m i le  from  a p la c e r d e p o s i t t h a t has 

e x i s t i n g  re s e rv e s  t h a t were p ro d u c in g  o r capab le o f p ro d u c in g  v a lu a b le  

m in e r a ls  a t a p r o f i t  i f  th e m in in g  c la im  i s  a p la c e r c la im ; o r

(4 ) was w i t h i n  one m i le  o f a known m in e r a l d e p o s i t t h a t has 

p rodu ced o r i s  capab le o f  p ro d u c in g  m in e r a ls  a t a p r o f i t  i f  th e m in in g 

c la im  i s  a lo d e c la im .

* Sec. 12. AS 38 .0 5 .2 6 5 i s  amended to  re a d :

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

c e r t i f i c a t e  o f l o c a t i o n  o r a s ta tem e n t o f annua l la b o r , [OR ( 2 ) ] f i l e  

w i t h  th e  d i r e c t o r  w i t h i n  th e t im e p r e s c r ib e d  a le a ^se _ ap .p . l ic a t io n , [OR

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

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

a r i e s  c l e a r l y  marked [ ,  ALL] as r e q u i r e d  by AS 38 .0 5 .1 8 5 - 38 .0 5 .2 75 

and by r e g u la t i o n s  adop ted unde r th e se s e c t io n s  [ , ]  c o n s t i t u t e s  aban­

donment o f a l l  r i g h t s  a c q u i r e d  unde r th e m in in g  c la im  [LEASE ], le a s e ­

h o ld  l o c a t i o n ,  le a s e , o r s i t e  in v o lv e d , and th e c la im , lo c a t i o n , 

le a s e , o r s i t e  [ I T ] i s  s u b je c t to  r e l o c a t i o n  by o th e r s . A [ I F  A 

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

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

o r a su c ce ss o r i n  i n t e r e s t  [ , ]  may n o t [RETURN TO] r e lo c a t e  the 
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l o c a t i o n  u n t i l  one ye a r a f t e r  abandonment [ I T  AS THOUGH IT  HAD NEVER

BEEN LOCATED]. A s ta tem e n t o f  annua l la b o r t h a t [WHICH] does no t

a c c u r a t e l y  s e t o u t the e s s e n t i a l f a c t s  i s  v o id  and o f no e f f e c t .  I f

an annua l r e n t a l  o r a r o y a l t y  payment i s  d e f i c i e n t  b u t i s  o th e rw is e

t im e l y  p a id , abandonment does n o t r e s u l t  i f  f u l l  payment i s  made 

wi ' :h in

J [ l )  th e p e r io d  p r e s c r ib e d  by a d e f i c i e n c y  n o t i c e  from  the 

comm is s io n e r ; o r

(2 ) /30 days a f t e r  a f i n a l  judgm en t e s t a b l i s h i n g  th e amount
V . y

due i f  the~~d 'e f ic ie ncy amount due was c o n te s te d .

*  Sec. 13. AS 43 .0 5 .2 3 0 i s  amended by add in g a new s u b s e c t io n  to  re a d :

(h ) The comm iss ione r s h a l l ,  upon re q u e s t , f u r n i s h  to  the D e p a r t ­

ment o f N a tu r a l Resources co p ie s o f ta x  r e t u r n s , r e p o r t s , documents 

f i l e d  unde r AS 43 .6 5 .0 1 0 - 4 3 .6 5 .0 6 0 , and the d e p a r tm e n t 's  d e t e r ­

m in a t io n s  and w o rk p a pe rs . The Depa r tm en t o f N a tu r a l Resources s h a l l 

m a in ta in  th e c o n f i d e n t i a l i t y  t h a t  th e depa r tm en t i s  r e q u i r e d  to ex tend 

to  th e r e t u r n s ,  r e p o r t s , documents , d e te rm in a t io n s , and wo rkpape rs 

fu r n i s h e d  to  th e Depa rtm en t o f N a tu r a l Resources unde r t h i s  subsec ­

t i o n .

* Sec. 14. AS 3 8 .0 5 .2 1 0 (d ) i s  re p e a le d .

* Sec. 15. TRANSITION. (a ) T h is A c t a p p l ie s  to  m in in g  c la im s , le a s e ­

h o ld  l o c a t i o n s , and m in in g le a ses lo c a te d  b e fo r e , on, o r a f t e r  th e e f f e c ­

t i v e  da te o f t h i s  A c t on la n d s e le c te d  by the s ta t e  unde r Secs. 6 (a ) - (b ) 

o f th e A la s k a S ta te h o od A c t (P .L . 85 -508 , 72 S t a t .  3 3 9 ) .

(b ) The f i r s t  annua l r e n t a l payment due unde r AS 38 .05 .2 11 as enac ted 

i n  se c . 9 o f t h i s  A c t i s  f o r  the annua l la b o r yea r b e g in n in g  September 1, 

1989.

( c ) The f i r s t  p r o d u c t io n  r o y a l t y  payment due unde r AS 38 .0 5 .2 1 2 as 

enac te d by sec . 9 o f t h i s  A c t i s  f o r  p r o d u c t io n  a f t e r  December 31, 1989.
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(d ) The comm iss io ne r o f n a t u r a l re s o u rc e s s h a l l a d o p t r e g u la t i o n s  to 

im p lem en t th e changes made by t h i s  A c t . The r e g u la t i o n s  ta k e e f f e c t  unde r 

th e A d m in i s t r a t i v e  P ro ce du re A c t (AS 44 .6 2 ) b u t n o t b e fo r e  Augus t 31 , 1989. 

The r e g u la t i o n s  may d e fe r th e da te f o r  th e f i r s t  annua l r e n t a l  payment due 

unde r AS 38 .05 .211 as enac te d in  sec . 9 o f t h i s  A c t .

*  Sec. 16. S e c t io n  15 (d ) o f t h i s  A c t ta ke s e f f e c t  im m e d ia te ly  unde r 

AS 01 . 1 0 . 0 7 0 ( c ) .

*  Sec. 17. E xcep t f o r  se c . 1 5 ( d ) , t h i s  A c t ta ke s e f f e c t  A ugus t 31, 

1989.
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O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

1 IN THE SENATE

2 CS FOR SENATE BILL NO. 129 ( )

3 IN THE LEGISL A T U R E  OF THE STATE OF A L A S K A

4 SIXTE ENTH L EGISLATU RE - FIRST S E S S I O N

5 A  BILL

6 For an Act entitled: "An A c t  relating to rent and r o y a l t y  payments for a

7 m i n i n g  claim, leasehold location, or m i n i n g  lease, to

8 annual labor re quirements for and to a b a n d o n m e n t  of a

9 m ining  claim, leasehold location, or m i n i n g  lease and

to m i n i n g  license tax information; and p r o v i d i n g  for

11 an effective date."

12 BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 38.05.205(c) is amended to read:

(c) A  mining lease shall be for any p e r i o d  up to 55 years, and 

is renewable if r e q u i r e m e n t s for the lease r e m a i n  satisfied. Annual 

rental and p r o d u r ' ,alties shall be paid as r e q u i r e d  under

10

13

14

15

16

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

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

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

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

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

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

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

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

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

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

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

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

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

- 1 -  C S S B  1 2 9 (  )

21

22

23

24

25

28

29



c l a im s , le a s e h o ld  lo c a t i o n s , o r m in in g  leases a re h e ld  i n  common, the 

e x p e n d i tu r e  may be made on any one c la im , le a s e h o ld  l o c a t i o n , o r 

m in in g  le a s e . The comm iss ione r s h a l l  e s ta b l i s h  th e da te o f th e com­

mencement o f th e yea r d u r in g  w h ic h the la b o r o r im provemen ts a re to  be 

p e r fo rm e d . Labo r s h a l l be pe r fo rm e d a t the annua l r a t e  o f $100 [$200] 

p e r c la im  o r le a s e h o ld  l o c a t i o n , and $100 f o r  each p a r t i a l  o r w ho le 40 

ac re s o f each m in in g  le a s e . I f  more work is  pe r fo rm e d th a n i s  r e ­

q u i r e d  by t h i s  s e c t io n  to  be pe r fo rm e d in  any one y e a r , th e  excess 

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

to  be done d u r in g  th e subsequen t y e a r o r y e a r s , f o r  as many as fo u r 

y e a r s . In s te a d o f p e r fo rm in g  a n n u a l la b o r , th e h o ld e r o f a c la im , 

le a s e h o ld  lo c a t i o n , o r m in in g le a s e may make a cash payment to  the 

s t a t e  equa l to th e  va lu e o f th e la b o r re q u i r e d  by t h i s  s u b s e c t i o n .

*  Sec. 3. AS 3 8 .0 5 .2 1 0 (b ) i s  amended to  re a d :

(b ) D u r in g the yea r in  w h ic h [THE PERFORMANCE OF] a n n u a l la b o r 

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

o f  th e m in in g c l a im , le a s e h o ld  l o c a t i o n , o r m in in g  le a s e , o r some 

o th e r pe rson h a v in g know ledge o f th e fa c t s  s h a l l r e c o r d  w i t h  the 

r e c o r d e r o f the d i s t r i c t  in  w h ic h th e c l a i m, le a s e h o ld  l o c a t i o n ,  o r 

m in in g  lease i s  lo c a te d  a s ig n e d s ta tem en t s e t t i n g  o u t th e in fo rm a ­

t i o n ,  as may be re q u i r e d  by th e comm iss ione r , c o n c e rn in g  th e  annua l 

la b o r o f  the p re c e d in g  y e a r ^ [AND] any la b o r i n  excess o f t h a t r e ­

q u i r e d  f o r  the p re c e d in g y e a r , and any payment o f cash in s t e a d  o f 

annua l l a b o r . The s ta tem e n t , p r o p e r l y  re co rd ed , i s  p r im a f a c i e  e v i ­

dence o f the pe r fo rm ance o f th e la b o r . The f a i l u r e  o f one o f s e v e ra l 

co -ow ne rs to c o n t r i b u t e  the p r o p o r t i o n  o f the e x p e n d i tu r e s  r e q u i r e d  

f o r  annua l la b o r from the co -owne r s h a l l be t r e a te d  i n  acco rdance w i t h  

AS 38 .0 5 .2 15 - 3 8 .0 5 .2 3 5 .

* Sec. 4. AS 38.05 is  amended by add in g new s e c t io n s to  re a d :
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Sec. 3 8 .0 5 .2 1 1 . ANNUAL RENTAL. (a ) The h o l d e r  o f each m in in g 

c la im , le a s e h o ld l o c a t i o n ,  and m in in g  le a s e , i n c l u d i n g  a m in in g lea se 

und e r AS 38 .0 5 .2 5 0 , s h a l l  pay , i n  advance , annual r e n t a l  f o r  th e r i g h t  

to  c o n t in u e  to  h o ld  th e  m in in g  c la im , le a seho ld l o c a t i o n ,  and m in in g  

le a s e , in c lu d in g  a m in in g  le a se unde r AS 38 .05 .250 . The annua l r e n t a l 

amount s h a l l be based on th e number o f th e  years s in c e  a m in in g c la im , 

a leas t- .ho ld l o c a t i o n , o r a m in in g  le a s e 's  p re de ce sso r c la im  o r le a s e ­

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

Number o f Years S in ce R e n ta l Amount Pe r

F i r s t  Loca te d A c re f o r  M in in g  

Leases

0 - 5 

6 -  10 

11 - o r more

R e n t a l Amount 

f o r  Each M in in g 

C la im  o r Leaseho ld 

L o c a t i o n  

$ 20 

A0 

100

$ .50 

$1 .00 

$2 .50

(b ) A c la im , le a s e h o ld  l o c a t i o n ,  o r m in ing le a s e  lo c a te d  on o r 

b e fo r e  Augus t 31, 1989 i s  c o n s id e re d  to  have been f i r s t  lo c a te d  on 

Augus t 31, 1989 f o r  pu rp o se s o f d e te rm in in g  the amount o f r e n t a l unde r 

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

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

p r o d u c t i o n  r o y a l t y  u n d e r AS 38 .0 5 .2 1 2 as i t  accrues f o r  t h a t y e a r .

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

each 10 yea rs by th e  comm iss io ne r based on the consumer p r i c e  in d e x 

f o r  Anchorage and p u b l i s h e d  in  r e g u la t i o n s  by the com m is s io n e r .

Sec. 38 .0 5 .2 12 . PRODUCTION ROYALTY. (a) In exchange f o r  and to  

p re s e rv e  th e r i g h t  t o  e x t r a c t and possess the m in e ra ls  p roduced , the 

h o ld e r o f a m in ing c la im , le a s e h o ld  l o c a t i o n ,  o r m in in g  le a s e , i n c l u d ­

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

m in e ra ls  produced from  la nd s u b je c t to  th e c la im , le a s e h o ld  l o c a t i o n ,
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1 o r m in in g  le a se d u r in g  each c a le n d a r y e a r .

2 (b ) The p r o d u c t io n  r o y a l t y  i s  th r e e  pe rcen t o f  n e t income as

3 de te rm in e d unde r AS A 3 .6 5 .

4 (c ) The comm iss io ne r s h a l l adop t r e g u la t io n s  t o  imp lemen t t h i s

5 s e c t i o n  and to  p ro v id e  f o r  combined r e p o r t i n g  and p a y in g  o f p ro d u c t io n

6 r o y a l t i e s  f o r  m in in g o p e r a t io n s  t h a t in c lu d e  more th a n one m in in g

7 c la im , le a s e h o ld  l o c a t i o n ,  o r m in in g le a s e .

8 * Sec. 5. AS 38.05.2AO i s  amended to  re a d :

8 Sec. 38 .05 .2A0 . LABOR DEFINED FOR AS 38.05.21 0 - 3 8 .0 5 .2 3 5 . In

AS 3 8 .0 5 .2 1 0 - 3 8 .0 5 .2 3 5 , " l a b o r "  in c lu d e s  g e o lo g i c a l , geochem ica l,

11 g e o p h y s ic a l , and a i r b o r n e  su rve ys conduc te d by q u a l i f i e d  e x p e r ts  and

12 v e r i f i e d  by a d e t a i l e d  r e p o r t f i l e d  i n  the re c o rd in g  d i s t r i c t  o f f i c e

13 in  w h ic h th e  c la im , le a s e h o ld  l o c a t i o n ,  o r m in ing le a s e  i s  lo c a te d  

w h ic h s e ts  o u t f u l l y  (1 ) th e lo c a t i o n  o f the work p e r fo rm e d in  r e -

10

14

15 l a t i o n  to  th e  p o in t o f  d is c o v e r y  and bounda r ie s o f t h e  c l a i m, le a s e -

16 h o ld  l o c a t i o n ,  o r m in in g  le a s e , (2 ) th e  n a tu re , e x t e n t ,  and c o s t o f

17 i t ,  and (3 ) the name, a d d re s s , and p r o fe s s io n a l ba c kg ro u nd o f the

18 pe rson c o n d u c t in g th e w o rk . The comm iss io ne r , by r e g u l a t i o n ,  s h a l l

19 d e f in e  th e n a tu re  o f a c c e p ta b le  su rv e y wo rk and the q u a l i f i c a t i o n s  o f 

a pe rson competen t to  p e r fo rm  t h i s  w o rk . The a i r b o r n e  su rv e y s , how­

e v e r , may n o t be a p p l ie d  as la b o r f o r  more than two c o n s e c u t iv e  yea rs 

o r f o r  more than a t o t a l  o f f i v e  yea rs on any one m in in g  c la im , le a s e ­

h o ld  l o c a t i o n ,  o r m in in g  le a s e , and each o f those s u rv e y s s h a l l be 

n o n r e p e t i t i v e  o f any p r e v io u s  su rve y on the same c l a im , le a s e h o ld

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

26 * Sec. 6 . AS 3 8 . 0 5 . 2 6 5  i s  amended to re a d :

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

c e r t i f i c a t e  o f lo c a t i o n  o r a s ta tem e n t o f  annua l la b o r , [O R  (2)] f i l e  

w i t h  th e d i r e c t o r  w i t h i n  th e t im e p r e s c r ib e d  a lease a p p l i c a t i o n ,  [OR
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5S

1 ( 3 ) ]  p a y  a n y  r e q u i r e d  a n n u a l  r e n t a l , p a y  a n y  r e q u i r e d  p r o d u c t i o n

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

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

4 a n d  b y  r e g u l a t i o n s  a d o p t e d  u n d e r  t h e s e  s e c t i o n s  [ , ]  c o n s t i t u t e s  a b a n -

5 d o n m e n t  o f  a l l  r i g h t s  a c q u i r e d  u n d e r  t h e  m i n i n g  c l a i m  [ L E A S E ] , l e a s e -

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

7 l e a s e ,  o r  s i t e  [ I T ]  i s  s u b j e c t  t o  r e l o c a t i o n  b y  o t h e r s .  A  [ I F  A

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

9 F A I L U R E ,  T H E ]  l o c a t o r  o r  c l a i m a n t  o f  a n  [ T H E ]  a b a n d o n e d  l o c a t i o n  [ , ]

10  o r  a  s u c c e s s o r  i n  i n t e r e s t  [ , ]  m a y  n o t  [ R E T U R N  T O ]  r e l o c a t e  t h e  l o -

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

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

13

14

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

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

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

16 w i t h i n

17 ( 1 )  t h e  p e r i o d  p r e s c r i b e d  b y  a  d e f i c i e n c y  n o t i c e  f r o m  t h e

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

19 ( 2 )  30  d a y s  a f t e r  a f i n a l  j u d g m e n t  e s t a b l i s h i n g  t h e  a m o u n t

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

21 *  S e c .  7 .  A S  2 7 . 0 5  i s  a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  r e a d ;

22 A R T I C L E  A .  R E C L A M A T I O N ,

23 S e c .  2 7 . 0 5 . 2 5 0 .  R E C L A M A T I O N .  ( a )  T h e  c o m m i s s i o n e r  s h a l l  r e -

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

25 ( b )  T h e  c o m m i s s i o n e r  s h a l l  a d o p t  r e g u l a t i o n s  u n d e r  t h i s  s e c t i o n

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

m u s t  r e q u i r e  a m i n e r  t o  s u b m i t  t o  t h e  c o m m i s s i o n e r  a n d  r e c e i v e  a p ­

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

t h e  r e g u l a t i o n s  m u s t  a l s o  e s t a b l i s h  p e n a l t i e s  f o r  n o n c o m p l i a n c e  w i t h
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th e r e g u la t i o n s . On a d e te rm in a t io n  t y  th e comm iss ione r t h a t a m ine r 

has f a i l e d  to  f o l l o w  th e re c la m a t io n  p la n , th e comm iss ione r s h a l l 

r e q u i r e  p r o o f o f f i n a n c i a l  r e s p o n s i b i l i t y  b e fo re  th e m in e r unde r ta k e s 

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

(c ) In  o rd e r to  p ro v id e  f o r  an e f f e c t i v e  r e c la m a t io n  prog ram , 

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

s io n e r s h a l l  c o n s u l t w i t h  the comm iss ione rs o f e n v i ro nm e n ta l co n se rv a ­

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

(d ) T h is s e c t i o n  does n o t a p p ly  to  re c la m a t io n  c a r r i e d  o u t unde r 

AS 27 .21 .

* Sec. 8. AS A3 .05 .230 i s  amended by add in g a new s u b s e c t io n  to  re a d :

(h ) The comm iss ione r s h a l l ,  upon re q u e s t , f u r n i s h  to  th e D e p a r t ­

ment o f N a tu r a l Resources cop ie s o f ta x  r e t u r n s , r e p o r t s ,  documents 

f i l e d  unde r AS A3 .65 . 010 - A3 . 65 .0 60 , and the d e p a r tm e n t 's  d e t e r ­

m in a t io n s  and w o rk p a pe rs . The Depa rtm en t o f N a tu r a l Resources s h a l l 

m a in ta in  th e c o n f i d e n t i a l i t y  t h a t the depa r tm en t i s  r e q u i r e d  to  ex tend 

to  th e r e t u r n s , r e p o r t s , documents , d e te rm in a t io n s , and wo rkpape rs 

fu r n i s h e d  to  th e Depa rtm en t o f N a tu r a l Resources unde r t h i s  subsec ­

t i o n .

* Sec. 9. AS 3 8 . 0 5 . 2 0 5 ( b ) ,  3 8 . 0 5 . 2 1 0 ( d ) ,  and 3 8 . 0 5 . 2 5 0 ( c ) a re re p e a le d .

* Sec. 10. TRANSITION. (a ) T h is A c t a p p l ie s  to m in in g  c la im s , le a s e ­

h o ld  lo c a t i o n s , and m in in g  le a s e s , in c l u d i n g  m in in g le a se s unde r AS 3 8 . 0 5 . -  

250, lo c a te d  b e fo r e , on, o r a f t e r  the e f f e c t i v e  da te o f t h i s  A c t .

(b) The f i r s t  annua l r e n t a l payment due unde r AS 38 .05 .211 as enac ted 

in  sec . A o f t h i s  A c t i s  f o r  the annua l la b o r yea r b e g in n in g  September 1,

1 989.

( c ) The f i r s t  p r o d u c t io n  r o y a l t y  payment due unde r AS 38 .0 5 .2 12 as

enac ted by sec. A o f  t h i s  A c t i s  f o r  p ro d u c t io n  a f t e r  December 31, 1989.

(d) The comm iss ione r o f n a t u r a l re so u rc e s s h a l l adop t r e g u la t i o n s  to
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im p lem en t the changes made by t h i s  A c t .  The r e g u la t i o n s  ta k e e f f e c t  under 

the A d m in i s t r a t i v e  P rocedu re A c t (AS 44 . 62 ) b u t n o t b e fo re  A ugus t 31, 1989. 

The r e g u la t i o n s  may d e fe r th e da te f o r  th e  f i r s t  annua l r e n t a l payment due 

unde r AS 38 . 05 . 211 as enac ted in  sec. 4 o f  t h i s  A c t .

*  Sec. 11. The comm iss ione r o f n a t u r a l re s o u rc e s s h a l l  adop t th e re g u ­

l a t i o n s  r e q u i r e d  by AS 27 . 0 5 . 2 5 0 , added by sec . 7 o f  t h i s  A c t ,  by J u ly  1,

1991 .

* Sec. 12. S e c t io n  10(d) o f  t h i s  A c t ta ke s e f f e c t  im m e d ia te ly  under

AS 01 . 10 . 0 70 ( c ) .

* Sec. 13. Excep t f o r  secs . 7, 1 0 ( d ) ,  and 11, t h i s  A c t ta ke s e f f e c t

A ugus t 31, 1989.

*  Sec. 14. S e c t io n s 7 and 11 o f t h i s  A c t ta k e e f f e c t  June 1, 1990.
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g o 0 7 5 9 s D
R r a d l e y
4 / 2 0 / R 9

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

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

C S  F O R  S E N A T E  B I L L  N O .  129 ( F i n a n c e )

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

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

A  B I L L

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

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

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

( c )  A  m i n i n g  l e a s e  s h a l l  b e  f o r  a n y  p e r i o d  u p  t o  55  y e a r s ,  a n d

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

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

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

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

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

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

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

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

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

l e a s e  m ay  n o t  b e  e x e r c i s e d  u n t i l  t h e  l e a s e  h a s  b e e n  f i l e d  f o r  r e c o r d

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

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

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

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

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

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

a n n u a l  l a b o r  r e q u i r e m e n t s  f o r  a n d  t o  a b a n d o n m e n t  o f  a  

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

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

a n  e f f e c t i v e  d a t e . "
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c la im s , le a s e h o ld  lo c a t i o n s , o r m in in g  le a se s a re h e ld  in  common, the 

e x p e n d i tu r e  may be made on any one c l a im , le a s e h o ld  l o c a t i o n ,  o r 

m in in g  le a s e . The comm iss ione r s h a l l  e s t a b l i s h  the da te o f th e com­

mencement o f th e  yea r d u r in g  w h ich th e la b o r o r improvemen ts a re to  be 

p e r fo rm e d . Labo r s h a l l be pe r fo rm ed a t th e annua l r a t e  o f $ 100 [$200] 

p e r c la im  o r le a s e h o ld  l o c a t i o n , and $100 f o r  each p a r t i a l  o r who le A0 

ac re s o f each m in in g  le a s e . I f  more wo rk i s  pe r fo rm ed th a n i s  r e ­

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

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

to  be done d u r in g  th e subsequen t y e a r o r y e a r s , f o r  as many as fo u r 

y e a r s . In s te a d  o f p e r fo rm in g  annua l la b o r , th e h o ld e r o f a c la im , 

le a s e h o ld  l o c a t i o n ,  o r m in in g le a s e may make a cash payment to  the 

s t a t e  e q u a l to  th e  v a lu e  o f the la b o r r e q u i r e d  by t h i s  s u b s e c t io n .

*  Sec. 3. AS 3 8 . 0 5 . 2 1 0 ( b ) i s  amended to  re a d :

(b ) D u r in g the ye a r i n  w h ic h [THE PERFORMANCE OF] annua l la b o r

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

o f th e  m in in g c l a im , le a s e h o ld  l o c a t i o n , o r m in in g l e a s e , o r some

o th e r pe rson h a v in g  know ledge o f th e f a c t s  s h a l l r e c o rd  w i t h  the 

r e c o r d e r o f th e d i s t r i c t  i n  w h ich th e c l a im , le a s e h o ld  l o c a t i o n ,  o r 

m in in g  le a s e i s  lo c a te d  a s ig n e d s ta tem e n t s e t t i n g  o u t th e in fo rm a ­

t i o n ,  as may be r e q u i r e d  by th e comm iss io n e r , c o n c e rn in g th e  annua l 

la b o r o f  the p re c e d in g  y e a rx  [AND] any la b o r i n  excess o f  t h a t r e ­

q u i r e d  f o r  th e p re c e d in g  y e a r , and any payment o f cash in s t e a d  o f 

annua l l a b o r . The s ta tem e n t , p r o p e r l y  re c o rd e d , i s  p r im a f a c i e  e v i ­

dence o f the pe r fo rm ance o f the la b o r . The f a i l u r e  o f one o f s e v e ra l 

co -ow ne rs to  c o n t r i b u t e  th e p r o p o r t i o n  o f the e x p e n d i tu re s r e q u i r e d  

f o r  annua l la b o r from  the co -owne r s h a l l  be t r e a t e d  in  acco rdance w i t h  

AS 38 . 0 5 . 2 15 - 3 8 . 0 5 . 2 3 5 .

*  Sec. 4. AS 38 .05 i s  amended by add in g new s e c t io n s  to  re a d :
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S e c .  3 8 . 0 5 . 2 1 1 .  A N N U A L  R E N T A L .  ( a )  T h e  h o l d e r  o f  e a c h  m i n i n g  

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

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

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

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

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

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

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

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

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

L e a s e s

0 -  5 

6 - 1 0  

11 -  o r  m o r e

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

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

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

L o c a t i o n  

$ 20 

A0 

100

$ . 5 0  

$1 .00 

$ 2 . 5 0

( b )  A  c l a i m ,  l e a s e h o l d  l o c a t i o n ,  o r  n r ' n i n g  l e a s e  l o c a t e d  o n  o r  

b e f o r e  A u g u s t  3 1 ,  1989 i s  c o n s i d e r e d  t o  h a v e  b e e n  f i r s t  l o c a t e d  o n  

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

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

( c )  T h e  r e n t a l  f o r  e a c h  y e a r  s h a l l  b e  c r e d i t e d  a g a i n s t  t h e  

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

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

e a c h  10 y e a r s  b y  t h e  c o m m i s s i o n e r  b a s e d  o n  t h e  c o n s u m e r  p r i c e  i n d e x  

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

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

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

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

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

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

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

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

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

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

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

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

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

S e c .  3 8 . 0 5 . 2 A 0 .  L A B O R  D E F I N E D  F O R  A S  3 8 . 0 5 . 2 1 0  -  3 8 . 0 5 . 2 3 5 .  I n  

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

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

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

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

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

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

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

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

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

d e f i n e  t h e  n a t u r e  o f  a c c e p t a b l e  s u r v e 1' w o r k  a n d  t h e  q u a l i f i c a t i o n s  o f  

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

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

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

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

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

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

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

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

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

B E N E F I T  O F  T H E  L E A S E H O L D  MAY B E  C R E D I T E D  A G A I N S T  T H E  R E N T A L .  R E N T  
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SHALL BE PAID OR A STATEMENT OF ANNUAL LABOR SHALL BE RECORDED WITHIN 

90 DAYS AFTER EACH ANNIVERSARY DATE OF THE LEASE. ALL] submerged la n d 

m in in g  l ea se [LEASES] s h a l l be f o r  a p e r io d  o f up to  20 yea rs [ , ]  and 

f o r  so lo n g as th e re  i s  p r o d u c t i o n  i n  p a y in g q u a n t i t i e s  from  the 

l e a s ed a re a . [THE COMMISSIONER MAY MAKE REASONABLE ADJUSTMENTS OF THE 

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

CONDITIONS IN PRODUCTION COSTS AND MARKET.]

*  Sec. 7. AS 38 . 05 .2 65 i s  amended to  re a d :

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

c e r t i f i c a t e  o f l o c a t i o n  o r a s ta tem e n t o f annua l la b o r , [OR ( 2 ) ]  f i l e  

w i t h  th e d i r e c t o r  w i t h i n  the t im e p r e s c r ib e d  a le a s e a p p l i c a t i o n ,  [OR

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

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

a r i e s  c l e a r l y  marked [ ,  ALL] as r e q u i r e d  by AS 38 . 0 5 . 1 8 5 - 38 . 05 .2 75 

and by r e g u la t i o n s  adop ted unde r th e se s e c t io n s  [ , ]  c o n s t i t u t e s  aban­

donment o f a l l  r i g h t s  a c q u i r e d  unde r th e  m in in g  c la im  [LEASE ], le a s e ­

h o ld  l o c a t i o n , l e a s e , o r s i t e  in v o lv e d , and th e c la im , lo c a t i o n ,

le a s e , o r s i t e  [ I T ]  i s  s u b je c t to  r e l o c a t i o n  by o th e r s . A [ I F  A

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

FAILURE, THE] lo c a t o r  o r c la im a n t o f an [THE] abandoned lo c a t i o n  [ , ]  

o r a su cce sso r in  i n t e r e s t  [ , ]  may n o t [RETURN TO] r e lo c a t e  th e l o ­

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

BEEN LOCATED]. A s ta tem en t o f annua l la b o r t h a t [WHICH] does n o t

a c c u r a t e l y  s e t o u t th e e s s e n t i a l f a c t s  i s  v o id  and o f no e f f e c t .  I f  

an annua l r e n t a l o r a r o y a l t y  payment i s  d e f i c i e n t  b u t i s  o th e rw is e  

t im e l y  p a id , abandonment does n o t r e s u l t  i f  f u l l  payment i s  made 

w i t h i n

(1 ) the p e r io d  p r e s c r ib e d  by a d e f i c i e n c y  n o t i c e  from  the 

comm iss io n e r ; o r
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( 2 )  30  d a y s  a f t e r  a  f i n a l  . j u d g m e n t  e s t a b l i s h i n g  t h e  a m o u n t

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

*  S e c .  8 .  A S  2 7 . 0 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

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

S e c .  2 7 . 0 5 . 2 5 0 .  R E C L A M A T I O N .  ( a )  T h e  c o m m i s s i o n e r  s h a l l  r e ­

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

( b )  T h e  c o m m i s s i o n e r  s h a l l  a d o p t  r e g u l a t i o n s  u n d e r  t h i s  s e c t i o n  

a n d  u n d e r  A S  38 t o  i m p l e m e n t  ( a )  o f  t h i s  s e c t i o n .  T h e  r e g u l a t i o n s  

m u s t  r e q u i r e  a m i n e r  t o  s u b m i t  t o  t h e  c o m m i s s i o n e r  a n d  r e c e i v e  a p ­

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

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

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

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

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

a n y  f u r t h e r  m i n i n g  a c t i v i t y .

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

w h e n  a d o p t i n g  r e g u l a t i o n s  u n d e r  t h i s  s e c t i o n  a n d  A S  3 8 ,  t h e  c o m m i s ­

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

t i o n  a n d  f i s h  a n d  g a m e .

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

A S  2 7 . 2 1 .

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

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

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

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

m i n a t i o n s  a n d  w o r k p a p e r s .  T h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  s h a l l  

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

t o  t h e  r e t u r n s ,  r e p o r t s ,  d o c u m e n t s ,  d e t e r m i n a t i o n s ,  a n d  w o r k p a p e r s  

f u r n i s h e d  t o  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  u n d e r  t h i s  s u b -  
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s e c t i o n .

* Sec. 10. AS 38 . 0 5 . 2 0 5 ( b ) and 3 8 . 0 5 . 2 1 0 ( d ) are re p e a le d .

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

t h i s  s e c t i o n  a p p ly  to  m in in g c la im s , le a s e h o ld  lo c a t i o n s , and m in in g  leases

lo c a te d  b e fo r e , on , o r a f t e r  Augus t 31, 1989.

(b ) The f i r s t  annua l r e n t a l payment due unde r AS 38 .05 . 211 as enac ted 

in  sec. 4 o f  t h i s  A c t i s  f o r  th e annua l la b o r yea r b e g in n in g  September 1, 

1989.

( c ) The f i r s t  p r o d u c t io n  r o y a l t y  payment due unde r AS 38 . 0 5 . 2 12 as 

enac ted by sec . 4 o f t h i s  A c t i s  f o r  p r o d u c t i o n  a f t e r  December 31, 1989.

(d) The comm iss io ne r o f n a t u r a l re s o u rc e s s h a l l adop t r e g u la t i o n s  to 

im p lem en t th e changes made by secs . 1 - 7 ,  9, and 10 o f t h i s  A c t and t h i s  

s e c t i o n . The r e g u la t i o n s  ta ke e f f e c t  u n d e r th e A d m in i s t r a t i v e  P rocedu re 

A c t (AS 44 .62 ) b u t n o t b e fo re  Augus t 31 , 1989. The r e g u la t i o n s  may d e fe r 

th e da te f o r  th e f i r s t  annua l r e n t a l payment due unde r AS 38 . 05 .2 1 1 as

enac ted in  sec. 4 o f  t h i s  A c t .

* Sec. 12. The comm iss ione r o f n a t u r a l re so u rc e s s h a l l adop t th e re g u ­

l a t i o n s  r e q u i r e d  by AS 27 . 0 5 . 2 5 0 , added by sec . 8 o f  t h i s  A c t ,  by J u l y  1,

1991.

* Sec. 13. S e c t io n  11(d) o f  t h i s  A c t ta ke s e f f e c t  im m e d ia te ly  unde r

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

* Sec. 14. E xcep t f o r  secs. 8, 11 ( d ) , and 12, t h i s  A c t ta k e s e f f e c t

Augus t 31, 1989.

*  Sec. 15. S e c t io n s 8 and 12 o f t h i s  A c t ta ke e f f e c t  June 1, 1990.
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S T A T E  O F  A L A S K A

1 9 8 9  L E G I S L A T I V E  S E S S I O N

B I L L  V E R S I O N :  C S S B  1 2 9

P U B L I S H  D A T E :  4 / 1 1 / 8 9

FISCAL NOTE

REQUEST:_________________________________________________________________________________

Revision Date:_______________________________  Agency Affected: Revenue
Title: "An Act relating to rent and BRU: Income and Excise Audit Division
rovaltv payments for a mining claim

Sponsor: Rules/Governor C o m p on e nt s :
Requestor: Resources

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1 FY 90 1 FY 91 1 FY 92 1 FY 93 1 FY 94 1 FY 95
1 OPERATING 1 1 1 ... 1 . 1 1
| PERSONAL SERVICES | 50.9 | 50.9 | 50.9 | 50.9 | 50.9 I 50.9
| TRAVEL 1 5.0 | 5.0 | 5.0 1 5.0 | 5.0 | 5.0
| CONTRACTUAL 1 17.9 | 17.9 | 17.9 1 17.9 | 17.9 | 17.9
| SUPPLIES 1 1.0 | 1.0 I 1.0 i 1.0 | 1.0 | 1.0
| EQUIPMENT 1 10.2 | 0.0 | 0.0 1 0.0 | 0.0 | 0.0
| LANDS & STRUCTURES 1 0.0 | 0.0 | 0.0 1 0.0 | 0.0 | 0.0
1 GRANTS, CLAIMS ! 0.0 | 0.0 | 0.0 1 0.0 | 0.0 | 0.0
1 MISCELLANEOUS ! 0.0 1 0.0 | 0.0 1 0.0 | 0.0 | 0.0
1 TOTAL OPERATING I 85.0 1 74.8 I 74.8 1 74.8 | 74.8 I 74.8

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

1 REVENUE 1 - 1 - 1 - 1 - 1 - 1 -

FUNDING: (Thousands of Dollars)

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

POSITIONS:

| FULL-TIME 1 1.0 | 1.0 I 1.0 1 i.o | 1.0 | 1.0
I PART-TIME 1 0.0 | 0.0 I 0.0 1 0.0 | 0.0 | 0.0
1 TEMPORARY 1 0.0 | 0.0 I 0.0 1 0.0 | 0.0 | 0.0

ANALYSIS: See attached. )

Prepared By: Steven E. K e t t e > <
m u l  '

-Phone: (907) 465- 2320
Division: Income and Excise Audit Divtsrtjs j  I — Date: Apri 1 13, 1989

Approved by Commissioner: Hugh Malone 1
^ > 7 /

Date: April 13. 1989
Agency: Department of Revenue_______________________________

Distribution (by preparer):

Legislative Finance 

Legislative Sponsor 
Requestor

Office of Management and Budget

Impacted Agency(ies) page 1 of__ 3



Prepared By: Steven E. Kettel

Income and Excise Audit Division

CSSB 129 Analysis

Personal Services

Revenue Auditor III $50.9
12 months, 18A

Travel $5.0

Contractual $17.9

Communications $9.0

$0.5

$3.5

$1.7

$0.7

$1.0
$1.5

Courier

Printing

Adverti sing 

Maintenance
Training

Postage

Supplies $1.0

Equipment $10.2*

Computer $3.5
Office Furniture $3.5

Computer Printer $3.2

TOTAL $85.0

*0ne Time Item



CSSB 129 
Prepared by:
Steven  E. K e t t e l
Income and E x c i s e  A ud i t  01v 1s 1on 
A p r i l  13, 1989

ANALYSIS

CS SB 129 p la ce s  r e s p o n s i b i l i t y  f o r  aud i t in g  a new p rod u c t io n  r o y a l t y  on 
mining ope ra t ion s  In the Department o f  Revenue. The r o y a l t y  Is computed 
a t  2% o f  net  Income determined under AS 43.65, the Mining L i c e n s e  Tax 
A c t ,  p r e s e n t l y  admin is tered  by the Department.

Department o f  Natural Resources  es t im ates  t h a t  approximately  100 r o y a l t y  
p roduc t ion  r e tu rn s  w i l l  be f i l e d  annua l ly .  P r o f i t a b i l i t y  o f  mining 
ope ra t ion s  on s ta t e  c la ims  has t r a d i t i o n a l l y  been low f o r  a l l  but a few 
large o pe ra t i o n s .  S e c t i o n  9 o f  the b i l l  p rov ides  th a t  the r en ta l  f o r  the 
s ta t e  mining lease  may be used as a c r e d i t  aga in s t  the r o y a l t y  , f u r t h e r  
minimiz ing c o l l e c t i o n s .

F i s c a l  Impact

Co n t in u in g  expenses of^75,000 per year w i l l  fund a new p o s i t i o n  to  a ud i t  
r o y a l t y  p roduc t ion  r e tu rn s  as requ ired  by AS 3 8 .0 5 .0 3 6 (a ) (2 ) .

Department P o s i t i o n

In a d d i t i o n  t o  o b j e c t i o n s  ra i sed  by Department o f  Natural Resour ces ,  the 
Department opposes p u t t in g  the a ud i t  r e s p o n s i b i l i t i e s  f o r  the p rod u c t io n  
r o y a l t y  in t h i s  Department.  Th is  proposal i s  not  d es t in ed  t o  be a 
revenue r a i s i n g  measure, y e t  w i l l  r eq u i r e  s i g n i f i c a n t  agency a t t e n t i o n ,  
d i v e r t i n g  management and s t a f f  from more important tax m a t te r s ,  which are 
our primary r e s p o n s i b i l i t i e s .

A lso ,  with  the l i n k  between the lease  ren ta l  and the r o y a l t y ,  i t  would 
seem more l o g i c a l  t o  ad m in is t e r  both programs in the same agency.
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A n  A c t  relating to ren t anti
Agency Affected: ________

B R U : M in in g  M ana gem en t
N a tu ra l Resources

royalty paym ents fo r  m ining claim s. 

Sponsor Senate  Ru les
Requestor G o vern o r

Components: M in in g  M anagem ent

E X P E N D I T U R E S / R E V E N U E S (Thousands o f Dollars)

O P E R A T IN G F Y  89 F Y  90 F Y  91 F Y  92 F Y  93 F Y  94
P E R S O N A L  S E R V I C E S
T R A V E L

C O N T R A C T U A L

S U P P L IE S
E Q U I P M E N T
L A N D & S T R U C T U R E S
G R A N T S ,C L A I M S
M I S C E L L A N E O U S

673.4 5 2 3 5 2 3 5 2 3 52.3
9.0 2.0 2.0 2.0 2.0

248.8 10.0 10.0 10.0 10.0
29.0
13.0

T O T A L  O P E R A T IN G 0.0 m 2 643 6 43 6 4 3 64.3

C A P IT A L

77.0| 80T0R E V E N U E 75.0 75.0 77.0

F U N D I N G :  (Thousands o f Dollars)
G E N E R A L  F U N D 973.2 643 6 43 6 4 3 64.3
F E D E R A L  F U N D S
O T H E R
T O T A L 0.0 9733 643 6 43 6 4 3 64.3

P O S I T I O N S :
F U L L - T I M E

P A R T -T IM E

T E M P O R A R Y

2.0 1.0 1.0 1.0 1.0
•

2.0

A N A L Y S I S :  (Attach a separate page if necessary) 

See Attached

Prepared by: G era ld  Ga llagher P h o n e : 762-2165
Division: M in in g  M anagem ent D a te : l l -A p r - 8 9

Approved by Com m issioner Len n ie  G o r s u c h C l^ H - S L '— / _  D a te : l l - A p r - 8 9

Agency: D epartm en t o f  N a tu ra l R esources v I T ''

Distribution (by preparer) : 
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Requestor
Office o f Management and Budget 
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CS f o r  S B 1 2 1  B i l l  A n a l y s i s

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

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

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

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

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

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

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

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

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

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



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

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

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

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

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

T h i s  p r o c e s s  r e l i e s  o n  t h e  D e p a r t m e n t s  G e o g r a p h i c  I n f o r m a t i o n  S y s t e m  
( G I S )  c o m p u t e r  t o  c o m p i l e  d a t a  a n d  p r o d u c e  m a p s  a t  t h e  s c a l e  o f  
s t a t e  s t a t u s  p l a t s .  O v e r  1 2 ,0 0 0  i n d i v i d u a l  m a p s  w i l l  h a v e  t o  b e  
m ad e  i n  t h i s  p r o c e s s .

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

C o n t i n u i n g  e x p e n s e s  o f  $ 5 2 .0  p e r  y e a r  w i l l  f u n d  a new  p o s i t i o n  t o  
i s s u e  l e a s e s  a s  r e q u i r e d  b y  A S  3 8 . 0 5 . 2 0 5 ( b ) .  T h e s e  l e a s e s  r e q u i r e  
n o t i c e ,  a g e n c y  a n d  p u b l i c  c o m m e n t ,  a n d  l a n d  t i t l e  a n a l y s i s .  T h i s  
p o s i t i o n  w i l l  b e  r e s p o n s i b l e  f o r  t h c t  a d d i t i o n a l  w o rk  l o a d  u n d e r  
t h i s  b i l l .
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Snlnrv I S2.<) geologic, land status and mining claim data 

into the Geographic Information Computet)
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quality control of all data and maps genprated. 

See bill analysis for a full description of 

this project.
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S  T  A T  E  O  V  \  1. A  S  K  A
Q p r i c e  O F  T H E  G O V E R N O R  

iJ IT N K A f!

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

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

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

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  a  b i l l  m a k in g  c e r t a i n  
c h a n g e s  i n  t h e  l a w s  r e g a r d i n g  s t a t e  mi n i ncr c l a i m s . l e a s e h o l d  
l o c a t i o n s ,  a n d  m i n i n g  l e a s e s .  T h e . m a in  p u r p o s e  o f  t h e  b i l l  
i s  t o  r e s o l v e  t h e  l o n g - s t a n d i n g  i s s u e ,  w h i c h  h a s  c a s t

’*1 "  T -I J  i l  . . . . , ,  * ' . ia  T e g a l - c l o u d  o v e r  t h e  s t a t e ' s  m i n i n g  la w s  s i n c e  s t a t e h b o d .  
T h e ' b i l l  a c h i e v e s  t h a t  p u r p o s e  b y  i m p o s i n g  r e n t  a n d  r o y a l t y  
r e q u i r e m e n t s  o n  s t a t e  m i n i n g  c l a i m s ,  l e a s e h o l d  l o c a t i o n s ,  
a n d  m i n i n g  l e a s e s .  T h o s e  i n  t h e  m i n e r a l  i n d u s t r y  w i l l  
b e n e f i t  f r o m  t h e  a d d e d  l e g a l  s e c u r i t y  o f  t h e i r  m i n i n g  
i n t e r e s t s ,  w h i l e  a l l  t h e  p e o p l e  o f  t h e  s t a t e  w i l l  b e n e f i t  
f r o m  t h e  r e n t  a n d  r o y a l t y  i n c o m e  t o  t h e  s t a t e .

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

I n  T r u s t e e s  f o r  A l a s k a  v .  S t a t e  o f  A l a s k a ,  7 3 6  P . 2d  3 2 4
( A l a s k a  1 9 8 7 ) ,  c e r t , d e n i e d  __  U . S .   , 108. S . C t .  2 0 1 3 ,  100

L . E d . 2 d  6 0 1  ( 1 9 8 8 ) ,  t h e  A l a s k a  S u p r e m e  C o u r t  f o u n d  t h a t  t h e  
s t a t e ' s  m i n i n g  l a w  f a i l s  t o  c o m p l y  w i t h  t h e  m in im u m  r e q u i r e ­
m e n t s  i n  s e c .  6 ( i )  o f  t h e  A l a s k a  S t a t e h o o d  A c t .  I n  p a r t i c u ­
l a r ,  t h e  c o u r t  f o u n d  t h a t  c a s h  r e n t s  o r  r o y a l t i e s  a r e  
r e q u i r e d  f o r  m i n i n g  r i g h t s  i n  m i n e r a l  l a n d  g r a n t e d  u n d e r  
s e c .  6 o f  t h e  S t a t e h o o d  A c t .
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T h i s  b i l l  c o n c l u s i v e l y  r e s o l v e s  t h e  " 6 ( i ) "  . i s s u e  w i t h i n  t h e  
c o n t e x t  o f  e x i s t i n g  l a w .  T h e  b i l l  w i l l  m i n i m i z e  a d m i n i s t r a ­
t i v e  b u r d e n s  f o r  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  a n d  
w i l l  g e n e r a t e .  s i g n i f i c a n t l y  m o r e  i n  g e n e r a l  f u n d  r e v e n u e  
t h a n  i t  w i l l  c o s t  t o  a d m i n i s t e r .  P a s s a g e  t h i s  s e s s i o n  w i l l  
r e m o v e  t h e  t h r e a t  o f  a n  i n j u n c t i o n  a g a i n s t  m i n i n g  d u r i n g  
t h i s  u p c o m i n g  s e a s o n .  T h e  b a l a n c e  o f  t h i s  l e t t e r  d i s c u s s e s  
t h e  p a r t i c u l a r  c h a n g e s  p r o p o s e d .

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

S e c t i o n  3 o f  t h e  b i l l  a d d s  t w o  n e w  s e c t i o n s .  P r o p o s e d  
A S  3 8 . 0 5 , 2 1 1  p r o v i d e s  f o r  a  m in im u m  a n n u a l  r e n t a l  o n  e a c h  
m i n i n g  c l a i m ,  l e a s e h o l d  l o c a t i o n ,  a n d  m i n i n g  l e a s e .  T h e  
m in im u m  a n n u a l  r e n t a l  w i l l  b e  o n  a  s l i d i n g  s c a l e  r a n g i n g  
f r o m  a m in im u m  o f  $ . 5 0  p e r  a c r e  f o r  a  m i n i n g  i n t e r e s t  u p  t o  
f i v e  y e a r s  o l d ,  t o  a  m in im u m  o f  $5 p e r  a c r e  f o r  m i n i n g  
i n t e r e s t s  h e l d  f o r  m o r e  t h a n  20 y e a r s .

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

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

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

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

P a s s a g e  o f  t h i s  b i l l  w i l l  e n d  a l o n g  a n d  t r o u b l e d  p e r i o d  o f  
u n c e r t a i n t y  u n d e r  t h e  s t a t e  m i n i n g  l a w s .  I t  w i l l  g i v e  h o l d ­
e r s  o f  i n t e r e s t s  i n  m i n i n g  c l a i m s  g r e a t e r  l e g a l  s e c u r i t y ,  
a n d  t h e  p e o p l e  o f  t h e  S t a t e  o f  A l a s k a  a  f a i r  r e t u r n  o n  t h e  
p u b l i c ' s  m i n e r a l  r e s o u r c e s .  I  y o u r  eaa^ Lv a n d  f a v o r a b l e
c o n s i d e r a t i o n  o f  t h i s  b i l l .
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A s s u m p t i o n s : As a result of the May, 1587 Alaska Supreme Court opinion, the

S t a t e’s mining laws will need to be amended to require the payment of a cash 

rent and production royalty. There are currently over 40,000 state mining 

claims and 200 mining operations on state land. Each claim will be assessed a 

rental of $0.50 per acre ($20 per claim) and each operation a minimum royalty 

of $200 or 17. of the net profits, whichever is greater. PNR estimates revenue 

derived from rents and royalty will be $750,000 in FY 90 and increase to 

$800,000 by FY 94. Rental payments should account for $650,000 and the 

royalty payments are estimated to be $100,000 initially.

Program S u m m a r y : This expenditure is necessary to complete the additional

work load of collecting rent and royalty payments and maintaining both the 

current mining records system and the state's revenue and billing system.

P o s i t i o n s : A  n ew "Accounting Technician I" position is needed in the

Mining and A dministration BRU. This position will maintain accounts in 

the LAS's Revenue and Billing System, audit billing registers, and 

prepare worksheets and reports as necessary to assure proper accounting 

and coding of these funds.

Other E x p e n d i t u r e s : A  one-time capital appropriation of $240,000 is
necessary to purchase a new computer system in the "Mining Management" 

BRU. This n e w  system will allow the Division of Mining to handle the 

additional workload of rent and royalty payment tracking and lease status 

verification without additional staff.

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

expenses is estimated. Beginning in FY 91, general fund contribution of at 

least $700,000 annually are expected after operating expenses are deducted.

R e n t  & R o y a l t y  
F i s c a l  A n a l y s i s  
P a g e  2 O f  2
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FISCAL NOTE

R ev is io n  Date: January 13, 1989
T i t l e :  Rent and R o y a l t i es fo r
________ S ta te  Mining Claims______
Sponsor :  R u l e s  C o m m i t t e e ___________
R e q u e s t o r :__G o v e r n o r __________________

Agency A f f e c t e d :  Revenue
BRU: Income and E x c i s e  Audi t  d i v i s i o n

Components:.

EXPENDITURES/REVENUES: ( Thousands of  D o l la r s )
I

OPERATING
I FY 90 I FY 91 I FY 92 I FY 93 I FY 94

PERSONAL SERVICES 1 - 1 - 1 - 1 - 1 _  I —

TRAVEL 1 - 1 - 1 - 1 - 1 — ! _

CONTRACTUAL 1 - 1 - 1 - 1 - 1 1 -

SUPPLIES 1 - 1 - 1 - 1 - 1 -  ; -

EQUIPMENT 1 - 1 - 1 - 1 - 1 -  |

LANDS & STRUCTURES 1 - 1 - 1 - 1 - 1 _  I mm

GRANTS, CLAIMS 1 - 1 - 1 - 1 - 1 -  ! —

MISCELLANEOUS 1 - 1 - 1 - 1 - 1 -  ! —

TOTAL OPERATING 1 - 1 - 1 - 1 - 1 -

FY 95

CAPITAL

I. REVENUE .1

FUNDING: ( T h o usands of D o l la r s )
| GENERAL FUND" I
| FEDERAL FUNDS I
| OTHER I
I TOTAL__________________________ |

POSITIONS: ________
| FULL-TIME 
| PART-TIME 
I TEMPORARY

ANALYSIS: (A t ta ch  a separate  page j f_ n e ce ssa ry ) .

Prepared By: S teven E. K e t t e l  s 'M C 't A t -
D i v i s i o n :  Income and E x c i s e  Audit

Approved by Commissioner: Hugh Malone,
Agency: Revenue___________________
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January 13, 1989

January 13, 1989
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Prepared by: Steven E. K e t t e l
Income and Ex c i s e  A ud i t  D i v i s i o n  
Department o f  Revenue 
January 13, 1989

F i s c a l  Note Ana lys i s

L e g i s l a t i v e  a c t i o n  is necessary  to  cure  a d e f e c t  in the s t a t e ' s  
mining laws which do not comply with S e c t i o n  6 ( i )  o f  the S tatehood A c t ,  
The c e n t r a l  problem -  -  A laska 's  mining leas ing  system does not requ i re  
the payment o f  cash r e n t  or  r o y a l t i e s .

Th is  l e g i s l a t i o n  in t rodu ces  a system o f  r en ta l  and ro y a l t y  charges  
aga in s t  those miners with  claims on s ta t e  land. There w i l l  be no f i s c a l  
impact upon the Department o f  Revenue. DNR has prepared a f i s c a l  note 
showing the a n t i c i p a t e d  revenues t h i s  proposal wi l l  genera te .

p a g e  2 o f



F E B  7  1989
STEVE COWPER, G O V E R N O R

P.O. BOX S
JUNEAU. ALASKA 99811-0400 
PHONE: (907) 465-2300 
TELEFAX: (907) 465-2389

February 7, 1S89

The Honorable Be t te  Fahrenkamp 
Alaska S ta t e  Senate 
P.O. Box V 
Juneau, AK 99811

Dear Senator  Fahrenkamp:

Per you r  Senate Resource  Committee reques t ,  o u t l i n e d  are the 
responses to  you r  ques t ions .

1. What taxes are miners s u b j e c t  to?

a) Mining l i c e n s e  tax. (AS43.65) T h i s  i s  a tax based upon the  n e t
income o f  a mining opera t ion .  Genera l ly  ne t  income i s  gross
income l e s s  d i r e c t  and i n d i r e c t  mining expenses,  d e p l e t i o n ,  
d e p re c ia t i o n  and ro y a l t y  payments. Those r e c e i v i n g  mining 
r o y a l ty  income a lso  pay t h i s  tax and canno t  deduc t  any expenses 
ex cep t  dep le t ion .  Rates are p rog res s iv e  from 3-7% o f  net  income.

b) Corpora te  net income tax. (AS43.20) Only those  mining o pe ra t ions  
organized as a c o rp o r a t i o n  pay t h i s  tax. ( L e s s  than a dozen in  
1987).

c )  Motor fue l  tax. (AS43.40) A l l  fue l  consumed in  an in te rna l
conbus t ion  engine taxed a t  8^ per g a l l o n .  Miners g en e ra l ly  are
e n t i t l e d  to a per  ga l lon  re fund f o r  o f f -h ighway consumption.

2. How much tax does the mining in d u s t ry  c u r r e n t l y  pay?

The t o ta l  taxes paid by mining o pe ra t ion s  in  the s t a t e  o f  Alaska:

a )  Mining L i c en s e  Tax FY 85 $259,464
FY 86 317,014
FY 87 259,335
FY 88 402,344

b) Corporate  Net Income Tax 1985 $106,503
Rece ived 1986 632,162

1987 38,286

c )  Motor Fuel Tax 1985-1987 unava i lab le



The Honorable Bette Fahrenkamp

February 7, 1989

Page Two

We are unable to  make t h i s  de te rm ina t ion  because the re tu rns  f i l e d  
do not  g ive  us t h i s  s p e c i f i c  u s e r  d e t a i l .

3. How much gross bus iness  income i s  repor ted  by the mining industry?

The gross  income from sa le s  o f  mining a c t i v i t i e s  repor ted  on a l l  
Mining L i c e n s e  re tu rns  f i l e d :

4. How much ro ya l ty  income i s  c u r r e n t l y  reported?

The gross  r o ya l ty  income r e c e i v e d  by mine l e s s o r s  from mine operators  
repor ted  f o r  the  f o l lo w ing  yea rs  was:

1S85
1986
1987

$57,658,225
52,044,837
47,990,426

1985
1986
1987

$ 1,797,953 
1,490,827 
1,126,506

S in c e r e l y

A s s i s t a n t  Commissioner

RW:JH:jm
89-36
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D E P A R T M E N T  O F  L A W

OFFICE OF THE A TTORNEY GENERA L

F e b r u a r y  7 ,  1 9 8 9

R EP LY TO:

G K O S ?  W 4th AVENUE 
SUITE 200
ANCHORAGE. ALASKA 99501-1994 
PHONE: (907) 276-3550

□  1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS, ALASKA 99701-4679

STEVE COWPER, GOVERNOR

/
T h e  H o n o r a b l e  B e t t y e  F a h r e n k a m p  
S e n a t o r
C h a i r m a n  N a t u r a l  R e s o u r c e s  C o m m i t t e e  
P . O .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

□  P.O. BOX K -ST A T E  CAPITOL 
JUNEAU. ALASKA 99011-0300  
PHONE: (907) 465-3600

R e :  W h e t h e r  a  s t a t e  e m p l o y e e  i s
p r o h i b i t e d  u n d e r  t h e  E t h i c s ' A c t  f r o m  
d i s s e m i n a t i n g  i n f o r m a t i o n “ c o n c e r n i n g  
a b a n d o n e d  m i n i n g  c l a i m s

D e a r  S e n a t o r  F a h r e n k a m p :

A t  t h e  h e a r i n g  o n  S B  1 2 9  o n  J a n u a r y  2 7 ,  1 9 8 9  S e n a t o r  
Z h a r o f f  i n q u i r e d  w h e t h e r  t h e r e  w o u l d  b e  a n y  e t h i c a l  v i o l a t i o n  i f  a  
s t a t e  e m p l o y e e  c o m m u n i c a t e d  i n f o r m a t i o n  c o n c e r n i n g  a b a n d o n e d  m i n i n g  
c l a i m s  t o  f r i e n d s  o r  r e l a t i v e s .  Y o u  r e q u e s t e d  t h a t  I  r e s e a r c h  t h e  
m a t t e r  a n d  r e p o r t  t o  y o u .  T h i s  l e t t e r  c o n t a i n s  t h e  r e s u l t s  o f  m y 
r e v i e w .

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

T h e  g o v e r n i n g  s t a t u t e  i s  t h e  A l a s k a  E x e c u t i v e  B r a n c h  
E t h i c s  A c t  ( t h e  " E t h i c s  A c t " ) ,  A S  3 9 . 5 2 . 0 1 0  —  3 9 . 5 2 . 9 6 0 .  T h e  
s e c t i o n  w h i c h  i s  m o s t  s p e c i f i c a l l y  r e l e v a n t  t o  y o u r  q u e s t i o n  i s  A S  
3 9 . 5 2 . 1 4 0 ( a ) .  T h a t  s e c t i o n  p r o v i d e s

A  c u r r e n t  o r  f o r m e r  p u b l i c  o f f i c e r  m a y  n o t  d i s c l o s e  
o r  u s e  i n f o r m a t i o n  g a i n e d  i n  t h e  c o u r s e  o f ,  o r  b y  
r e a s o n  o f ,  t h e  o f f i c e r ' s  o f f i c i a l  d u t i e s  t h a t  c o u l d  
i n  a n y  w a y  r e s u l t  i n  t h e  r e c e i p t  o f  a n y  b e n e f i t  f o r  
t h e  o f f i c e r  o r  a n  i m m e d i a t e  f a m i l y  m e m b e r ,  i f  t h e  
i n f o r m a t i o n  h a s  n o t  a l s o  b e e n  d i s s e m i n a t e d  t o  t h e  
p u b l i c .

( e m p h a s i s  a d d e d ) . T h i s  s e c t i o n  d o e s  n o t  m a k e  i t  a n  e t h i c a l  
v i o l a t i o n  f o r  a D i v i s i o n  o f  M i n i n g  ( " d i v i s i o n " )  e m p l o y e e  t o
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d i s s e m i n a t e  i n f o r m a t i o n  c o n c e r n i n g  a b a n d o n e d  m i n i n g  c l a i m s  t o  t h i r d  
p a r t i e s .  T h i s  i s  b e c a u s e  t h e  i n f o r m a t i o n  a v a i l a b l e  t o  t h e  d i v i s i o n  
i s  n o t h i n g  m o r e  t h a n  i s  a l r e a d y  a v a i l a b l e  t o  t h e  p u b l i c .  I n d e e d ,  
D N R  i s  n o t  e v e n  t h e  f i r s t  a g e n c y  t o  h a v e  i n f o r m a t i o n  t h a t  w o u l d  
i n d i c a t e  t h a t  a  m i n i n g  c l a i m  h a s  b e e n  a b a n d o n e d .  A  m i n e r  l o s e s  h i s  
m i n i n g  r i g h t s  i f  h e  f a i l s  t o  r e c o r d  w i t h  t h e  r e c o r d e r ' s  o f f i c e r  i n  
t h e  r e c o r d i n g  d i s t r i c t  i n  w h i c h  t h e  m i n i n g  c l a i m  i s  l o c a t e d .  DN R  
f i n d s  o u t  w h o  d i d  a n d  w h o  d i d  n o t  t i m e l y  f i l e  s o m e  t i m e  a f t e r  t h e  
f i l i n g  d e a d l i n e .  I n  t h e  m e a n t i m e ,  a n y  m e m b e r  o f  t h e  p u b l i c  w o u l d  
h a v e  t h e  o p p o r t u n i t y  t o  c h e c k  t h e  r e c o r d e r ' s  f i l e s .  C o n s e q u e n t l y ,  
a  D N R  o f f i c i a l  w o u l d  h a v e  n o  " i n s i d e "  i n f o r m a t i o n  w h i c h  c o u l d  b e  
u s e d  i n  a n  u n f a i r l y  a d v a n t a g e o u s  w a y  b y  t h e  e m p l o y e e ,  o r  a  f r i e n d  
o r  f a m i l y  m e m b e r  o f  t h e  e m p l o y e e .

A l t h o u g h  t h e  s e c t i o n  q u o t e d  a b o v e  r e s o l v e s  t h e  p a r t i c u l a r  
i s s u e  r a i s e d ,  a  f e w  o t h e r  m a t t e r s  a r e  w o r t h  n o t i n g .  A S  
3 9 . 5 2 . 1 2 0 ( b ) ( 3 )  p r o h i b i t s  a  s t a t e  e m p l o y e e  f r o m  u s i n g  " s t a t e  t i m e ,  
p r o p e r t y ,  e q u i p m e n t ,  o r  o t h e r  f a c i l i t i e s  t o  b e n e f i t  p e r s o n a l  o r  
f i n a n c i a l  i n t e r e s t . "  T h u s ,  a n  e m p l o y e e  w o u l d  n o t  b e  p e r m i t t e d  t o  
r e s e a r c h  m i n i n g  r e c o r d s  f o r  p u r p o s e s  o f  d e t e r m i n i n g  w h a t  c l a i m s  h a d  
l a p s e d  d u r i n g  s t a t e  t i m e .  N o r  c o u l d  a  s t a t e  e m p l o y e e  u s e  s t a t e  
e q u i p m e n t  o r  f a c i l i t i e s  f o r  s u c h  p u r p o s e s ,  e x c e p t  t o  t h e  e x t e n t  
t h a t  m e m b e r s  o f  t h e  p u b l i c  c o u l d  a l s o  u s e  t h e  e q u i p m e n t  o r  
f a c i l i t i e s .

F i n a l l y ,  y o u  m a y  w i s h  t o  b e  a w a r e  o f  A S  3 9 . 5 2 . 1 5 0 ( a ) ,  
w h i c h  p r o h i b i t s  a  p u b l i c  o f f i c e r  o r  a n  i m m e d i a t e  f a m i l y  m e m b e r  f r o m  
a t t e m p t i n g  t o

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

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

W e h a v e  m a d e  a  r e v i e w  o f  t h e  a d v i s o r y  o p i n i o n s  i s s u e d  
u n d e r  A S  3 9 . 5 2 . 2 4 0 .  We w e r e  u n a b l e  t o  l o c a t e  a n y  o p i n i o n  b e a r i n g  
o n  t h i s  i s s u e .
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I f  y o u  h a v e  a n y  f u r t h e r  q u e s t i o n ,  p l e a s e  d o  n o t  h e s i t a t e  
t o  c o n t a c t  m e .

S i n c e r e l y ,

G R A C E  B E R G  S C H A I B L E  
A T T O R N E Y  G E N E I

B y :
M a r k  P .  W o r c e s t e r  
A s s i s t a n t  A t t o r n e y  G e n e r a l

M P W :so

c c :  G e r a l d  G a l l a g h e r ,  D i r e c t o r ,  D i v i s i o n  o f  M i n i n g
R o b e r t  M a y n a r d ,  A s s i s t a n t  A t t o r n e y  G e n e r a l
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MEMORANDUM

T o :  S e n a t o r  B e t t y e  F a h r e n
S e n a t e  R e s o u r c e  Com:

F r o m :  S e n a t o r  J a c k  C o g h

R e :  6 ( i )  R e n t  o r  R o y a l t y

D a t e :  J a n u a r y  1 2 ,  1 9 8 9

i n e r a l  L a n d s  I s s u e

1

t ( s )

kj.

a15*'

T h i s  m e m o r a n d u m  i s  t o  e x p l a i n  m y p o s i t i o n  o n  t h e  6 ( i ) i s s u e  
a n d  t o  e n c o u r a g e  y o u  t o  a d d r e s s  t h i s  i m p o r t a n t  i s s u e  a s  e a r l y  
i n  t h e  c o m m i t t e e  p r o c e s s  a s  p o s s i b l e .  C o n s i d e r i n g  t h e  
i m p o r t a n c e  o f  t h e  r e s o l u t i o n  o f  t h i s  i s s u e  t o  o u r  m i n i n g  
i n d u s t r y ,  a n d  m y n e w  m i n o r i t y  p o s i t i o n ,  I  d o  n o t  f e e l  i t  w o u l d  
b e  i n  t h e  b e s t  i n t e r e s t  o f  t h e  i n d u s t r y  f o r  m e t o  i n t r o d u c e  a  
l e g i s l a t i v e  s o l u t i o n  a t  t h i s  t i m e .  I n s t e a d ,  I  o f f e r  y o u  t h e  
f o l l o w i n g  p o i n t s  f o r  y o u r  c o n s i d e r a t i o n  a n d  m y a s s i s t a n c e  i n  
f o r m u l a t i n g  a  s o l u t i o n ,  s h o u l d  y o u  n e e d  i t .

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

T r u s t e e s ,  a s  y o u  w i l l  r e c a l l ,  c l a i m e d  A l a s k a ' s  " c u r r e n t  
s y s t e m  a l l o w i n g  t h e  e x t r a c t i o n  o f  m i n e r a l s  d e p o s i t s  f r o m  s t a t e  
l a n d s ,  A S  3 8 . 0 5 . 1 8 5 "  ( M i n i n g  R i g h t s .  G e n e r a l l y . )  " v i o l a t e [ d ]  
S e c t i o n  6 ( i ) o f  t h e  A l a s k a  S t a t e h o o d  A c t  b e c a u s e  i t  d o e s  n o t  
r e q u i r e  t h e  p a y m e n t  o f  r e n t s  o r  r o y a l t i e s  f r o m  s t a t e  l a n d s  
w h o s e  m i n e r a l  c h a r a c t e r  w a s  k n o w n  a t  t h e  t i m e  o f  s t a t e  
s e l e c t i o n . "

I t  i s  m y p o s i t i o n  t h a t  A l a s k a ' s  b e s t  i n t e r e s t  w o u l d  b e  
s e r v e d  b y  l i m i t i n g  t h e  t o t a l  n u m b e r  o f  a c r e s  r e q u i r i n g  r e n t s  
o r  r o y a l t i e s ,  t o  t h o s e  l a n d s  k n o w n  t o  b e  m i n e r a l  i n  c h a r a c t e r  
a t  t h e  t i m e  o f  s t a t e h o o d .  O r  t o  t h o s e  l a n d s  t h a t  w e r e  
s e l e c t e d  b e c a u s e  o f  k n o w n  m i n e r a l  p o t e n t i a l .  F u r t h e r  I  w o u l d  
s u g g e s t  t h a t  t h o s e  s t a t e  l a n d s  t h a t  h a v e  b e e n  c l a s s i f i e d ,  a s  a 
m a t t e r  o f  s e l e c t i o n  a s  m i n e r a l  l a n d s ,  w o u l d  b e  t h e  o n l y  l a n d s  
a f f e c t e d  b y  r e n t s  o r  r o y a l t i e s .  T h i s  w o u l d  a f f e c t  
a p p r o x i m a t e l y  2 . 7  m i l l i o n  a c r e s  r a t h e r  t h a n  t h e  s t a t e ' s  f u l l  
e n t i t l e m e n t .

M y  i n t e r e s t  i n  t h i s  a p p r o a c h  s t e m s  f r o m  a  c o n c e r n  t h a t  
i n c l u s i o n  o f  a l l  s t a t e  l a n d  u n d e r  6 ( i )  m a y  i n s t i g a t e  a  
c h a l l e n g e  o f  D N R 's  a b i l i t y  t o  c l o s e  l a n d s  t o  m i n e r a l  e n t r y .
Y o u  w i l l  r e c a l l  t h e  6 ( i )  l a n g u a g e  r e s e r v i n g  " t h e  r i g h t  t o
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p r o s p e c t  f o r ,  m i n e ,  a n d  r e m o v e  t h e  s a m e [ . ] "  f r o m  t h e  l a n d s  
g r a n t e d  b y  t h i s  s e c t i o n .  A l s o ,  t h i s  a p p r o a c h  m a y  o p e n  t h e  
d o o r  t o  a  s t a t e  p a t e n t  p r o c e s s  a s  a n  i n c e n t i v e  t o  d i s c o v e r y ,  
o n  l a n d s  n o t  k n o w n  t o  b e  m i n e r a l  i n  c h a r a c t e r  a t  t h e  t i m e  o f  
s e l e c t i o n .

2 .  T h e r e  a r e  s e v e r a l  t e r m s  w h i c h  t h e  A l a s k a  S u p r e m e  C o u r t  
u s e d  i n  i t ' s  M a y  1 ,  1 9 8 7  d e c i s i o n ,  b u t  d i d  n o t  d e f i n e ,  t h a t  
a r e  o f  m a j o r  i m p o r t a n c e .  T h e  t e r m  " m i n e r a l  i n  c h a r a c t e r "  i s  
o n e .  I  t h i n k  i t  i s  i m p o r t a n t  t h a t  t h e  s o l u t i o n  c o n t a i n  a  
b e n c h  m a r k  i n d i c a t o r  o f  m i n e r a l  i n  c h a r a c t e r .  S o m e t h i n g  l i k e  
w i t h i n  a  o n e  m i l e  r a d i u s  o f  m i n i n g  c l a i m s  e x i s t i n g  a t  t h e  t i m e  
o f  s t a t e h o o d  o r ,  p e r h a p s ,  e v e n  t h o s e  l a n d s  c l a s s i f i e d  a s  
m i n e r a l  l a n d s  b y  DNR u p  t o  M a y  1 , 1 9 8 7 .

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

3 .  I t  i s  m y u n d e r s t a n d i n g  t h e  a d m i n i s t r a t i o n  w i l l  b e  
r e c o m m e n d i n g  a s o l u t i o n  t h a t :

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

t o  o u r  c u r r e n t  m i n i n g  c l a i m  s y s t e m ;  a n d
c .  p r o p o s e s  a  r e n t  o f  n o t  l e s s  t h a n  2 5  c e n t s  p e r  a c r e  a n d  

a  r o y a l t y  o f  n o t  l e s s  t h a n  1 p e r c e n t  o f  n e t  p r o f i t s .
M y p o s i t i o n  o n  t h e s e  p o i n t s  i s  t h a t  " a "  i s  a  q u i c k  a n d  

d i r t y  w a y  o u t  w h i c h  w i l l  c r e a t e  f u r t h e r  l i t i g a t i o n ;  " b "  i s  a 
g o o d  i d e a  i f  i t  i s  w o r d e d  r i g h t ,  a n d  p r o t e c t s  t h e  d i s c o v e r y  
p r o c e s s  a n d  p r o v i d e s  f o r  t e n u r e  o n  e x i s t i n g  c l a i m s  ( a n d  n o  
u s e  i t  o r  l o s e  i t  c l a u s e s ) ; a n d  " c "  s e e m s  t o  b e  c r e a t i n g  
a n o t h e r  " U s i b e l l i  C o a l  R o y a l t y "  s i t u a t i o n ,  b u t  I  d o n ' t  k n o w  
w h a t  i s  p r o p o s e d  a s  a  t r i g g e r  m e c h a n i s m  t o  r a i s e  t h e  r e n t  o r  
r o y a l t y  a b o v e  t h e  " n o  l e s s  t h a n "  f l o o r .

I  r e c e i v e d  e s t i m a t e s  i n  N o v e m b e r  1 9 8 8  t h a t  t h i s  p l a n  
w o u ld  g e n e r a t e  a b o u t  a  m i l l i o n  d o l l a r s  i n  r e v e n u e  a t  t h e  
l o w e s t  r a t e s .  Y o u  s h o u l d  b e  a w a r e  h o w e v e r ,  t h a t  a n a l y s i s  o f  
w h a t  o t h e r  s t a t e s ,  o r  e v e n  C a n a d a  h a s  d o n e ,  o n l y  e x e m p l i f i e s  
t h a t  t h e r e  i s  n o  b a s i s  o f  c o n s i s t e n c y  f o r  r e n t  o r  r o y a l t y  r a t e  
l e v e l s .

Y o u  s h o u l d  a l s o  b e  a w a r e  t h a t  a t  o n e  p o i n t  l a s t  y e a r  I  
l o o k e d  a t  c h a n g i n g  o u r  M i n i n g  L i c e n c e  T a x  s t a t u e  t o  m e e t  t h e  
n e e d s  o f  t h e  A l a s k a  S u p r e m e  C o u r t ,  t h i s  o p t i o n  h a s  s o m e  m e r i t .  
B u t  I  t h i n k  y o u  w i l l  a g r e e  t h a t  g e n e r a l l y ,  t h e  l e v e l s  o f  
t a x a t i o n  a n d  a n n u a l  l a b o r  r e q u i r e m e n t  c o s t s  s h o u l d  b e  i n c l u d e d
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i n  t h e  d i s c u s s i o n s  o f  a d e q u a t e  r e t u r n s  o n  o u r  m i n e r a l  
r e s o u r c e s .

4 .  T h e  i n f o r m a t i o n  I  . r e c e i v e d  s o m e  t i m e  a g o  i n d i c a t e s  t h e  
e n v i r o n m e n t a l  c o m m u n i t y  w i l l  f i l e  s u i t  i n  F e d e r a l  C o u r t  i f  w e  
u s e  a  m i n e r a l  i n  c h a r a c t e r  a p p r o a c h .  F u r t h e r m o r e ,  t h e y  w i l l  
a r g u e  t h e i r  p e r s p e c t i v e  i n  c o m m i t t e e  f r o m  a  c o n c e p t  o f  " p u b l i c  
t r u s t "  a n d  t h e y  w i l l  d e m a n d  a  s t r o n g  s t a t e  r e c l a m a t i o n  l a w .
A s  y o u  k n o w  t h e  DN R p r e s e n t l y  d e a l s  w i t h  r e c l a m a t i o n  t h r o u g h  
t h e  l a n d  u s e  p e r m i t t i n g  p r o c e s s .

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

a .  T h e  f i r s t  s e n t e n c e  o f  6 ( i )  r e l i n q u i s h e s  t h e  f e d e r a l  
g o v e r n m e n t s  c l a i m  t o  m i n e r a l s  i n  l a n d s  g r a n t e d  u n d e r  t h e  
S t a t e h o o d  A c t .  " A l l  g r a n t s  m a d e  o r  c o n f i r m e d  u n d e r  t h i s  A c t  
s h a l l  i n c l u d e  m i n e r a l  d e p o s i t s . "

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

I  t h i n k  y o u  w i l l  a g r e e  t h a t  w e  c o u l d  h a v e  a  p r o b l e m  
s i m i l a r  t o  t h e  M e n t a l  H e a l t h  L a n d s  p r o b l e m  i f  a n y t h i n g  o t h e r  
t h a n  a  m i n e r a l  i n  c h a r a c t e r  s t a n d a r d  i s  n o t  u s e d .

c .  S i n c e  t h e  R e a g a n  a d m i n i s t r a t i o n ,  t h e  a c t i o n s  o f  t h e  * 
U . S .  S u p r e m e  C o u r t  r e f l e c t  a  g e n e r a l  s h i f t  o f  p r i m a r y  r e s o u r c e  
m a n a g e m e n t  p o l i c y  t o  t h e  s t a t e s ,  w h e r e  l a n d s  o t h e r  t h a n  
f e d e r a l  l a n d s  a r e  c o n c e r n e d .

S o  f a r  a s  t h e  " p u b l i c  t r u s t "  c o n c e p t  o f  n a t u r a l  r e s o u r c e  
m a n a g e m e n t  i s  c o n c e r n e d ,  I  w o u l d  l i k e  t o  s h a r e  w i t h  y c u  a n  
o u t l i n e  I  f o u n d  r e c e n t l y .  B a s i c a l l y  i t  s t a t e s  t h e  f o u r  
p r i n c i p l e  a r e a s  o f  r e s p o n s i b i l i t y  t o  t h e  p u b l i c  t r u s t  a r e :

1 .  t h a t  g o v e r n m e n t s  h a v e  a  d u t y  t o  p r o s p e r i t y ,  t h a t  
i s  t o  p r o v i d e  f o r  t h e  co m m o n  g o o d  o f  p r e s e n t  a n d  f u t u r e  
g e n e r a t i o n s ;

2 .  t h a t  t h e  l a n d  a n d  w a t e r  a r e  t h e  r e a l  b a s i s  o f  a l l  
w e a l t h  a n d  t h u s  t h e  b a s i s  f r o m  w h i c h  t h e  co m m o n  g o o d  i s  
d e r i v e d ;

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

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



S e n a t o r  F a h r e n k a m p  -  4 -  J a n u a r y  1 2 ,  1 9 8 9

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

T o  c o n c l u d e  t h i s  p o i n t ,  I  w o u l d  e n c o u r a g e  y o u  t o  k e e p  t h e  
i s s u e s  s e p a r a t e .  6 ( i )  i s  a  r e n t  o r  r o y a l t y  i s s u e  n o t  a  
r e c l a m a t i o n  i s s u e .

•

T h i s  i s  a  r a t h e r  l e n g t h y  m em o a n d  I  a p o l o g i z e  f o r  t h a t .  My 
f i n a l  c o m m e n t  i n  c l o s i n g  i s ,  I  b e l i e v e  t h a t  i n  m a n a g in g  o u r  
p u b l i c  r e s o u r c e  a s s e t s ,  w e  m u s t  r e m e m b e r  t h e  t h r e e  b a s i c  
c o m p o n e n t s  o f  p r o d u c t i o n  f r o m  c l a s s i c a l  e c o n o m i c  t h e o r y ,  t h e y  
a r e  l a n d ,  l a b o r  a n d  c a p i t a l .  H ow  t h e  a d m i n i s t r a t i o n ,  a n d  w e  
i n  t h e  l e g i s l a t u r e ,  a d d r e s s  t h e s e  c o m p o n e n t s  i n  l a w  a n d  
r e g u l a t i o n s ,  w i l l  d e t e r m i n e  t h e  p r o d u c t i v i t y  o f  t h e  A l a s k a n  
e c o n o m y  d u r i n g  t h e  c o m i n g  y e a r s .

I  b e l i e v e  t h a t  a c t i o n  o n  6 ( i )  t h i s  s e s s i o n  w i l l  n o t  o n l y  s e t  a 
t r e n d  f o r  A l a s k a n  l a n d  b a s e d  e c o n o m i c  a c t i v i t i e s ,  b u t  i t  w i l l  
a l s o  s e n d  a  c l e a r  m e s s a g e  t o  t h o s e  i n t e r e s t e d  i n  d o i n g  
b u s i n e s s  i n  A l a s k a .  M y d o o r  i s  o p e n  t o  y o u  a n d  a n y  
s u g g e s t i o n s  y o u  m a y  h a v e ,  a s  t o  h o w  I  c a n  a s s i s t  y o u r  e f f o r t s  
t o  g e t  a  s o l i d ,  p o s i t i v e ,  r e s o l u t i o n  o f  t h i s  c r i t i c a l  m i n i n g  
i s s u e .

P l e a s e  f e e l  f r e e  a l s o ,  t o  h a v e  y o u r  s t a f f  p e r s o n  o n  t h i s  i s s u e  
u s e  B r u c e  G e r a g h t y  i n  m y o f f i c e ,  t o  f a m i l i a r i z e  t h e m s e l v e s  
w i t h  t h e  6 ( i )  i n f o r m a t i o n  t h a t  i s  a v a i l a b l e .
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MEM ORANDUM

S e n a t o r  B e t t y e  F a h r e n k a m p  
S e n a t e  R e s o u r c e  C o m m i t t e e  C h a i r  
a n d  M e m b e r s  o f  t h e  S e n a t e  R e s o u r c e  / j o

F r o m :  S e n a t o r  J a c k  C o g h i l l  

R e :  6 ( i )  C o m m e n t s  f o r  C o m m i t t e e  M e e t i n g

D a t e :  F e b r u a r y  2 2 ,  1 9 8 9

A. '

D u e  t o  t h e  t e c h n i c a l  n a t u r e  o f  m y  c o m m e n t s  t o d a y  b e f o r e  t h e  
c o m m i t t e e  r e g a r d i n g  M i n e r a l  I n  C h a r a c t e r  l a n d s ,  I  h a v e  
a t t a c h e d  a  c o p y  o f  t h e  t e x t  f o r  y o u r  c o n s i d e r a t i o n .
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1 .  T H E R E  I S  NO D E F I N I T I O N  O F  " M IN E R A L  IN  C H A R A C T E R "  IN  F E D E R A L  

S T A T U T E S ;  H O W EV E R , O V E R  T H E  Y E A R S  T H E  C O U R T S  H A V E  D E F I N E D  I T  

IN  A  V A R I E T Y  O F  W A Y S .

2 .  T H E  M O S T  A U T H O R I T A T I V E  T E S T  F O R  D E T E R M IN IN G  T H E  M I N E R A L  

C H A R A C T E R  O F  LA N D  WAS A N N O U N C ED  B Y  T H E  U N I T E D  S T A T E S  S U P R E M E  

C O U R T  IN  D IA M O N D  C O A L  A N D  C O K E  V .  U N I T E D  S T A T E S  I N  1 9 1 4 ,  A N D  

I T  I S  S T I L L  U S E D  T O D A Y .  IN  T H I S  C A S E  T H E  S U P R E M E  C O U R T  S A I D :

" I T  M U S T  A P P E A R  T H A T  T H E  KNOWN C O N D I T I O N S  . . .  W E R E  P L A I N L Y  

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

D E P O S I T S  O F  S U C H  Q U A L I T Y  A N D  Q U A N T I T Y  A S  W O U LD  R E N D E R  T H E I R  

E X T R A C T I O N  P R O F I T A B L E  A N D  J U S T I F Y  E X P E N D I T U R E S  T O  T H A T  E N D . "

T H I S  T E S T  C O N T IN U E S  T O  B E  Q U O T E D  IN  N U M ER O U S F E D E R A L  C O U R T  

C A S E S  A N D  I N T E R I O R  D E P A R T M E N T  A D M I N I S T R A T I V E  A C T I O N S .

I T  I S  C L E A R  T H A T  T H E  S T A T E  S U P R E M E  C O U R T  H A D  T H I S  I N  M IN D  W HEN 

I T  S T A T E D  W E W E R E  I N  V I O L A T I O N  O F  6 ( i )  B E C A U S E  W E D I D N ' T  

" R E Q U I R E  T H E  P A Y M EN T O F  R E N T S  O R  R O Y A L T I E S  FRO M  S T A T E  L A N D S  

W H O SE  M IN E R A L  C H A R A C T E R  W AS KNOWN A T  T H E  T I M E  O F  S T A T E  

S E L E C T I O N . "

3 .  T H E  S T A T E  S U P R E M E  C O U R T  F U R T H E R  D I R E C T E D  U S  T O  E S T A B L I S H  A  

L E A S I N G  S Y S T E M  W H IC H  I N C L U D E S  " SO M E P R O C E S S  F O R  D E T E R M IN IN G

M I N E R A L  I N  C H A R A C T E R



W H IC H  L A N D S  W ER E  O F  KNOWN M IN E R A L  C H A R A C T E R  A T  T H E  T I M E  O F  

S E L E C T I O N  AN D" M U S T  I N C L U D E  P A Y M EN T O F  R E N T S  O R  R O Y A L T I E S  " F O R  

T H E  E X T R A C T I O N  O F  M IN E R A L  D E P O S I T S  FR O M  S U C H  L A N D S ."

S B  1 6 1  P R O V ID E S  A L L  T H E  M E C H A N IS M S  T O  F U L L Y  C O M P LY  W I T H  T H E  

C O U R T S  D E C I S I O N  W IT H O U T  J E O P A R D I Z I N G  T H E  C O M P E T I T I V E  P O S I T I O N  

O F  S T A T E  LA N D S  T O  F E D E R A L  O R  P R I V A T E  L A N D S .

4 .  NOW , HOW DO WE M AKE T H E  M I N E R A L  C H A R A C T E R  D E T E R M I N A T IO N ?

T H E  P R O C E S S  IN  S B  1 6 1  I S  T H I S .  E X I S T I N G  C L A I M  H O L D E R S  H A V E  2 .  

Y E A R S  T O  M AKE A P P L I C A T I O N  T O  T H E  C O M M IS S IO N E R  F O R  A  

D E T E R M I N A T I O N ,  A N D  NEW C L A I M A N T S  H A V E  O N E  Y E A R  FR O M  T H E  D A T E  

T H E Y  F I L E  T H E  C L A I M .  T H E  C O M M IS S IO N E R  H A S  3 Y E A R S  FR O M  T H E  

D A T E  O F  T H E  A P P L I C A T I O N  T O  D E T E R M I N E  I F  T H E  LA N D  W AS M I N E R A L  

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

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

M A K E A  M IN E R A L  I N  C H A R A C T E R  D E T E R M I N A T IO N  I S  T H I S :

" I T  I S  N O T  E S S E N T I A L  T H A T  T H E R E  B E  AN  A C T U A L  D I S C O V E R Y  O F  

M I N E R A L  ON T H E  L A N D .  I T  I S  S U F F I C I E N T  T O  SHOW  O N LY  T H A T  KNOWN 

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

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

A S  T O  R E N D E R  I T S  E X T R A C T I O N  P R O F I T A B L E  A N D  J U S T I F Y  

E X P E N D I T U R E S  T O  T H A T  E N D .  S U C H  B E L I E V E  MAY B E  P R E D I C A T E D  U PO N  

G E O L O G I C A L  C O N D I T I O N S ,  D I S C O V E R I E S  O F  M IN E R A L S  IN  A D J A C E N T  

L A N D  A N D  O T H E R  O B S E R V A B L E  E X T E R N A L  C O N D I T I O N S  U PO N  W H IC H



P R U D E N T  A N D  E X P E R I E N C E D  MEN A R E  SHOW N T O  B E  A C C U S T O M E D  T O  

A C T . ' 1

I F  YO U  W I L L  C A R E F U L L Y  R E A D  S E C T I O N  5 O F  S B  1 6 1 ,  YO U  W I L L  F I N D

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

T H I S  D E F I N I T I O N  AN D S B  1 6 1 ' S  P R O C E S S  I S  F U L L Y  S U P P O R T E D  B Y  

S E V E R A L  IM P O R T A N T  F E D E R A L  C A S E S ,  N O T A B L Y :

D IA M O N D  C O A L  & C O K E  C O .  V .  U . S . ,  2 3 3  U S  2 3 6 ,  2 4 8 - 2 4 9  

( 1 9 1 4 )

U . S .  V .  S O U T H E R N  P A C I F I C  C O . ,  2 5 1  U S  1 ,  14  ( 1 9 1 9 )

L A D E N  v .  A N D R U S , 5 9 5  F 2 d  4 8 2 ,  4 8 9 - 4 9 0  ( 9 t h  C i r  1 9 7 9 )

U . S .  V .  S O U T H E R N  P A C I F I C  T R A N S P O R T A T IO N  C O . ,  6 6  I B L A  1 9 1 ,  

1 9 5  ( 1 9 8 2 )

T H E  S I G N I F I C A N C E  O F  T H E S E  C A S E S  I S  T H A T  T H E Y  A L L  A G R E E  T H A T  AN  

A C T U A L  D I S C O V E R Y  O F  M IN E R A L S  W I T H IN  A  T R A C T  O F  LA N D  I S  N O T  

R E Q U I R E D  A N D  T H A T  T H E  F O L L O W IN G  T Y P E S  O F  E V I D E N C E  S U P P O R T  A  

D E T E R M I N A T IO N  O F  M IN E R A L  I N  C H A R A C T E R .

1 .  D I S C O V E R I E S  O R  M IN E S  I N  A D J A C E N T  L A N D ;

2 .  O T H E R  E X T E R N A L  C O N D I T I O N S  T H A T  C A U S E  P R U D E N T  AN D  

E X P E R I E N C E S  M EN T O  A C T  A N D  M A K E E X P E N D I T U R E S ;  AN D

3 .  F A V O R A B L E  G E O L O G I C A L  C O N D I T I O N S  W I T H IN  T H E  T R A C T .

-  3 -
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5 .  S O  F A R  A S  S B  1 6 1  I S  C O N C E R N E D ,  O U R  R E S E A R C H  O F  T H E  F E D E R A L  

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

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

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

L A N D .  I F  Y O U  H A V E  M IN E R A L  I N  C H A R A C T E R  LA N D  YO U  DO  N O T  

N E C E S S A R I L Y  H A V E  A  D I S C O V E R Y .

H O W EV E R  T H E  C O N C E R N  W E H A V E ,  A N D  H A S  N O T  B E E N  D I S C U S S E D  B Y  T H E  

A D M I N I S T R A T I O N S  L E G A L  C O U N C I L  T O  O U R  K N O W LE D G E , I S  T H E  B O D Y  O F  

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

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

N O N M IN E R A L  LA W S  A N D  T H A T  T I T L E  T O  KNOWN M IN E R A L  LA N D  C A N N O T  B E  

A C Q U I R E D  U N D E R  AN  A G R I C U L T U R A L  O R  N O N M IN E R A L  E N T R Y .

I  H A V E  A  C O N C E R N  I F  W E DO N O T  F O C U S  6 ( i )  L E G I S L A T I O N  ON L A N D S  

W H E R E  M IN IN G  A N D  M IN E R A L  I N T E R E S T S  A R E  F O C U S E D ,  W E MAY B E  

I N V I T I N G  L I T I G A T I O N  A T  T H E  L E V E L  O F  T H E  R E C E N T  M E N T A L  H E A L T H  

L A N D S  L I T I G A T I O N ,  E S P E C I A L L Y  I F  W E GO  B E Y O N D  T H E  S E C T I O N  6 ( a )  

A N D  ( b )  L A N D S .

F U R T H E R M O R E  6 ( i )  R E S E R V E S  T H E  " R I G H T  T O  P R O S P E C T  F O R ,  M IN E ,

A N D  R EM O V E"  T H E  M IN E R A L S  FRO M  T H E  M I N E R A L  L A N D S  G R A N T E D  U N D E R  

T H I S  S E C T I O N .  W H AT D O E S  T H I S  DO  T O  O U R  A B I L I T Y  T O  C L O S E  S T A T E  

L A N D S  T O  M I N E R A L  E N T R Y ,  E S P E C I A L L Y  I F  A L L  L A N D S  A R E  M IN E R A L  IN  

C H A R A C T E R ?  I  T H I N K  T H I S  D E T E R M I N A T IO N  R E P R E S E N T E D  I N  T H E  

A D M I N I S T R A T I O N S  B I L L ,  MAY I N V A L I D A T E  M IN E R A L  C L O S U R E S  A N D  T H U S  

TH R O W  O U R  W H O LE  S Y S T E M  O F  LA N D  M A N A G EM EN T I N T O  C H A O S .
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T H E  U . S .  S U P R E M E  C O U R T ,  O N  T H E  O T H E R  H A N D ,  H A S  U P H E L D  T H A T  

. . " I F  T H E  L A N D  I S  W O R T H  M O R E  F O R  A G R I C U L T U R E  T H A N  M I N I N G ,  I T  

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

G O L D  O R  S I L V E R . "  I S U S P E C T  T H I S  W O U L D  A L S O  B E  T R U E  O F  O U R  

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

S Y S T E M  L I K E  T H A T  I N  S B  161, A S  T H E  S T A T E  S U P R E M E  C O U R T  H A S  

D I R E C T E D  U S  T O  DO, W E  D O  N O T  H A V E  T O  W O R R Y  A B O U T  L I T I G A T I O N  

T H A T  W I L L  I N V A L I D A T E  S T A T E  M I N E R A L  C L O S I N G  O R D E R S .

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



Senator 3Mjn J®. (3Jach) (ttugljUl
Box V
Juneau, Alaska 99811
(907) 465-4797

Box 55028
North Pole, Alaska 99705 
(907) 488 0862

MEMORANDUM

T o :  S e n a t o r  B e t t y e  F a h r e n k a m p
S e n a t e  R e s o u r c e  C o m m i t t e e

F r o m :  S e n a t o r  J a c k  C o g h i l l

R e :  6 ( i )  a n d  t h e  i s s u e  o f  R c  '

D a t e :  F e b r u a r y  2 8 ,  1 9 8 9

T h e r e  i s  a  p e r c e p t i o n  i n  t h e  h a l l s  o f  t h e  c a p i t o l  t h a t  
r e c l a m a t i o n  w i l l  c o n t i n u e  t o  b e  l i n k e d  t o  r e s o l u t i o n  o f  6 ( i ) .  
Y o u  k n o w  o f  m y p o s i t i o n  t h a t  t h i s  i s  a  d i s s e r v i c e  t o  t h e  
i n d u s t r y ,  b e c a u s e  i t  r e m o v e s  t h e  f o c u s  f r o m  s e t t i n g  f a i r  r e n t  
a n d  r o y a l t y  r a t e s .  Y o u  h a v e  a l s o  e x p r e s s e d  l i k e  s e n t i m e n t s .
S o  I  h a v e  t h r e e  s u g g e s t i o n s  i f  y o u  a r e  t o  u s e  t h e  G o v e r n o r s  
b i l l  ( S B  1 2 9 )  a s  t h e  v e h i c l e .

1 .  A d d  a t  l i n e  23  ( S B  1 2 9 ) ;  T h e  p r i m a r y  u s e  o f  l a n d  c o v e r e d  
b y  a  m i n i n g  l e a s e  i s  t h e  e x t r a c t i o n  o f  m i n e r a l s .

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

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

I  b e l i e v e  t h a t  S u g g e s t i o n  1 a n d  2 a r e  s e l f - e x p l a n a t o r y ,  a s  
t h e y  a r e  p e r i p h e r a l  t o  t h e  i s s u e  o f  r e c l a m a t i o n .  H o w e v e r  I  
h a v e  a l s o  s u p p l i e d  i n  t h i s  m em o t h e  r a t i o n a l  f o r  S u g g e s t i o n  3 .

R a t i o n a l  f o r  S u g g e s t i o n  3 .

T h e  i n t e r i o r  r i v e r  f i s h e r i e s  a r e  p r e s e n t l y  b e i n g  m a n a g e d  a s  i f  
t h e  p u r p o s e  o f  e v e r y  f i s h  e n t e r i n g  t h e  s y s t e m  w a s  s p a w n i n g .  
T h i s  d o e s  n o t  a ] l o w  f o r  t h e  b e n e f i c i a l  u s e  o f  t h e  r i v e r  
f i s h e r i e s  b y  r u r a l  r i v e r  r e s i d e n t s  u s e  i n  d e v e l o p i n g  a  c a s h  
e c o n o m y .  P r e s e n t l y ,  a l l o c a t i o n  o f  t h e  r e s o u r c e  i s  s u c h  t h a t  
o v e r  f i s h i n g  i n  t h e  c o a s t a l  i n t e r c e p t  f i s h e r i e s ,  r e s u l t s  i n  
v e r y  b r i e f  c o m m e r c i a l  f i s h e r i e s  i f  a n y  a r e  a l l o w e d  a t  a l l .  I t
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i s  a l s o  e v i d e n t  t h a t  t h e  s p e c i e s  w h i c h  h a v e  t h e  h i g h e s t  
c o m m e r c i a l  v a l u e  i n  t h e  i n t e r i o r  r i v e r  s y s t e m s ,  a r e  i m p a c t e d  
p r i m a r i l y  a s  a  r e s u l t  o f  " b y c a t c h ” o v e r f i s h i n g .

B y c a t c h ,  a s  y o u  k n o w ,  i s  t h e  h a r v e s t i n g  o f  f i s h  s p e c i e s  
i n c i d e n t a l  t o  f i s h i n g  a  d i f f e r e n t  s p e c i e s .  F o r  i n s t a n c e ,  t h e  
b y c a t c h  f o r  a  c o h o  o r  K i n g  s a l m o n  o p e n i n g  i n  B r i s t o l  B a y  o r  
t h e  B e i n g  S e a ,  i s  c h u m  s a l m o n ,  b o u n d  f o r  t h e  Y u k o n  a n d  T a n a n a  
R i v e r s .

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

B a c k g r o u n d  f o r  S u g g e s t i o n  3 .

T h e r e  i s  a  p o l i t i c a l  a n d  p o l i c y  s i m i l a r i t y  b e t w e e n  a p p r o p r i a t e  
l e v e l s  o f  R e c l a m a t i o n  a n d  B y c a t c h .  B o t h  p r e s e n t  a  c o n t e n t i o u s  
m a n a g e m e n t  i s s u e  i n  3 b a s i c  w a y s :

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

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

2 .  W i t h  b y c a t c h ,  a  f i s h e r y  m a y  n o t  b e  a b l e  t o  c o n t r o l  i t ' s  
b y c a t c h  l e v e l ,  w i t h o u t  u s i n g  l e s s  p r o d u c t i v e  o r  m o r e  c o s t l y  
f i s h i n g  t e c h n i q u e s .

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

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

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

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

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

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

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

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

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

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

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  t h i s  l e n g t h y  m e m o r a n d u m .
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S U S A N  K N A P M A N .  P R E S I D E N T  O F  C I R C L E  M I N I N G  A N D  R E C O R D I N G  

D I S T R I C T .  W I N T E R  A D D R E S S  1 2 1 5  C H O C T A W  N O R T H  P O L E ,  A L A S K A ,  

M A I L I N G  A D D R E S S  P O  B O X  1 2 7 3  F A I R B A N K S  A K  9 9 7 0 7 .

A N  E Q U A L I T I B L E  A N D  L E G A L L Y  A C C E P T A B L E  S O L U T I O N  T O  T H E  6 Ci) 

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

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

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

R E C O R D I N G  D I S T R I C T .  T H I S  A R E A  H A S  S E E N  C O N I N U E D  M I N I N G  

S I N C E  1 8 9 3  A C C E P T  F O R  A S H O R T  T I M E  D U R I N G  W W  II. T H E  

P E O P L E  W H O  B E N E F I T  F R O M  M I N I N G  IS T H I S  A R E A  L I V E  IN C I R C L E ,  

C E N T R A L ,  F A I R B A N K S  A N D  E V E N  A S  F A R  S O U T H  A S  A N C H O R A G E .

L I S T E N I N G  T O  T H E  A D M  P E S E N T A T I O N  O F  6 C i ) I F I N D  T H A T  IN 

S O M E  R E M A R K S  T H E Y  A P P E A R  T O  T A K E  A M I D D L E  O F  T H E  R O A D  

A P P R O A C H .  IN O T H E R  R E M A R K S  T H E Y  G O  F A R  B E Y O N D  W H A T  W A S  

R E Q U I R E D  IN T H E  D E C I S I O N  F R O M  T H E  S T A T E  S U P R E M E  C O U R T .

I A M  S U R E  A L L  O F  Y O U  S T A T E M E N  A N D  S T A T E W O M E N  R E A L I Z E  T H A T  

T H E R E  I S N ' T  A P I E C E  O F  L E G I S L A T I O N  T H A T  C A N  B E  D R A F T E D  T H A T  

IS L I T I G A T I O N  P R O O F — E V E N  T H E  S T A T E ' S  L A W Y E R  S O  I N F E R R E D  IN 

T H E  H E A R I N G S .

S O  P E R H A P S  T H I S  I D E A  S H O U L D  N O T  BE A S T R O N G  P O I N T  IN 

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

R E Q U I R E M E N T S  L A I D  O U T  BY  T H E  C O U R T  D E C I S I O N .
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F E W  F L A W S .

F I R S T

F I R S T  IT H A S  N E V E R  B E E N  S T A T E D  T H A T  6 (i) L A N D S  M U S T  B E  

C H A R G E  R E N T S  A N D  R O Y A L I T I E S . T H E  C O U R T  D E C I S I O N  S A I D  R E N T S  

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

T H A T  IF R E N T S  A N D  R O Y A L I T I E S  A R E  P A S S E D  ON  IN T H I S  

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

O N  6 ( i >.

I R E A L Y  W O U L D  N O T  W A N T  T O  H A N D  M Y  H A T  O N  T H A T  C O N C E P T  F O R  

L O N G .

S E C O N D

S E C O N D  P O I N T  I W O U L D  C A L L  Y O U R  A T T E N T I O N  T O  A V E R Y  C O N F U S I N G  

T E C H N I C A L  E R R O R .

P A G E  1 L I N E  13 IN R E F E R E N C E  T O  A S  3 8 . 0 5 . 2 0  (c > T H E  

<c' S H O U L D  BE  B R A C K E T T E D  A N D  T H E  (b) U H D E R L I N D E D

A N D

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

A N D  IF S O T H E  R E F E R E N C E  S H O U L D  B E  C L O S E  T O G E T H E R  N O T  

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

P L E A S E  R E F E R  T O  P A G E  6 L I N E  12 S E C  7.

IT S H O U L D  BE M O V E D  U P  IN T H E  B I L L  A N D  BE P U T  IN AS S E C  1



A N D  T H E N  T H E  C U R R E N T  S E C  1 W O U L D  B E C O M E  S E C  2.

T H I S  C H A N G E  W O U L D  B R I N G  T H E  B I L L  I N T O  C O N S E C U T I V E  O R D E R  A M D  

S A V E  A L O T  O F  C O N C E R N  T H A T  Y O U  M I G H T  P O S S I B L E  P A S S  O N  A B I L L  

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

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

T H I R D

T H I R D .  L E T ' S  GO  T O  P A G E  3 A N D  S E E  H O W  T H A T  C O M E S  O U T  F O R  T H E  

M I N E R  W H O  B Y  T H E  W A Y  D O E S N ' T  M I N D  P A Y I N G  A F A I R  A M M O U N T  B U T  

L I K E  E V E R Y O N E  IN T H I S  R O O M  R E S E N T S  R E A L  G O U G I N G  T A C T I C S .

I C A N  A D D  T H A T  W H E N  Y O U  S T A R T  IN T H E  M I D D L E  Y O U  N E V E R  N E V E R  

G O  D O W N .  ( R E M E M B E R  T H E  5 N T U  I S S U E ) .  I F I N D  IT V E R Y  

I N T E R E S T I N G  T H A T  MR. G A L L A G E R  T H I N K S  A M I N I N G  P L A C E R  C L A I M  

R E A L L Y  O N L Y  C O N T A I N S  40 A C R E S  O R  T H A T  M I N E R /  O P E R A T O R S  

W O R K I N G  A C L A I M  O N L Y  H A V E  T O  W O R R Y  A B O U T  40 A C R E S .  H E  N E E D S  

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

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

C O N S I S T  O F  F R O M  2 T O  10 C L A I M S .  T H E N  T H E  M U L T I P L I E R  T A K E S  

O N A D I F F E R E N T  P I C T U R E .

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

T H E  " B I G  GUY" A N D  D O U B L E  T H E  R E C O M M E N D E D  F E E  T H E  F E D E R A L  

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

T A K E  T H E  T I M E  T O  C H E C K  T H I S  OUT .

R E M E M B E R  IT IS H U M A N  N A T U R E  T O  R E A C H  U P  N O T  T O  GO B A C K  A S  

O U R  S T A T E  B U D G E T  IN T H E  P A S T  S E V E R A L  Y E A R S  H A V E  D E M O S T R A T E D .



F O U R T H

F OU R TH ,  L E T ' S  JU M P  OVER TO PAGE A AND CHECK ON T H I S  ROYALTY  

PAYM ENT .

1 .  I T  COULD BE TAKEN AS  A DOUBLE TAX S I N C E  WE S T I L L  

PAY A PRO D U C T IO N  TAX WHICH H A S N ' T  BEEN R E P E A L L E D .

2 .  SMALL ( c ) ON L I N E  15 I S  WAY BEYOND THE  S C O P E  OF  T H E  

6 < i )  LA W SU IT  AND ONLY SHOW TO TA L  IGN O RA N CE  ON T H E  P A R T  OF  

ADM FOR T R Y IN G  TO  P U T  T H I S  I N .  I AM S U R E  ALL  OF YOU I F  YOU 

READ T H I S  THOUGH CAN R E C O G N IZ E  I F  FOR WHAT I T  I S .  A VERY 

U N N ECESSA RY  DEMANDING E S C A L A T IN G G  L E A S E  C L A U S E — MOST P R I V A T E  

C O M P A N IE S  TRY T H I S  BUT SELDOM A C C O M P L IS H  I T .

F I F T H

I W O U L D  T A K E  A R G U E M E N T  W I T H  MR. G A L L A G E R ' S  Ci) A D M  S T A N D  O N  

T H E  M I N E R A L  IN C H A R A C T E R  I S S U E  W H I C H  H A S  B E E N  T O T A L  

A B D O C A T E D  F R O M  T H E  B I L L .  I W O U L D  B E  R E M I S S  IF I D I D N ' T  A S K  

W H Y  A T E R M  S O  J U S T L Y  W O N  IN C O U R T  A N D  D E F I N E D  IN V A R I O U S  

D O C U M E N T S  H A S  B E E N  T O T A L L Y  I G N O R E D  B Y  T H E  A D M  IN T H E I R  B I L L .

M Y  R E C O M M E N D A T I O N  A T  T H I S  T I M E  IS A R E W R I T E  O F  B O T H  B I L L S  

W I T H  T H E  T E C H N I C A L  Q U E S T I O N S  A D D R E S S E D  A N D  A L S O  A G A I N  G O  

O V E R  T H E  S C O P E  O F  6 Ci> A N D  S T A Y  W I T H I N  T H E  P A R A M E T E R S  L A Y E D  

O U T  3 Y  T H E  C O U R T  D E C I S I O N .

T R Y I N G  T O  F O R M  A  C O M P R O M I S E  B I L L  IN O R D E R  T O  A V O I D

L I T I A G T I O N  CAN ONLY G ENERATE  MORE L I T I A G I O N  AND WE C E R T A I N L Y

-  v  -

HAVE ENOUGH AS IT IS.



I W O U L D  A S K  T H A T  Y O U  A S  S T A T E S M E N  A N D  S T A T E S W O M E N  W E I G H T  

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

M U C H .  T H E  P R I C E  M A Y  B E  G R E A T E R  T H A N  Y O U  I M A G I N E .  A H E A L T H Y  

P R O S P E R O U S  W O R K I N G  E C O N O M Y  M U S T  B E  M A I N T A I N  IN T H I S  S T A T E  . 

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

E C O N O M I C  A T M O S P H E R E .

T H A N K  Y O U .



N o r t h e r n  A l a s k a  E n v i r o n m e n t a l  C e n t e r
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T h e  S t a t e  S u p r e m e  C o u r t  h a s  d e t e r m i n e d  t h a t  the S t a t e  m u s t  
c o l l e c t  r e n t s  a n d  r o y a l t i e s  f r o m  m i n i n g  c l a i m s  o n  S t a t e  l a n d  
u n d e r  S e c t i o n  6 ( i ) o f  the A l a s k a  S t a t e h o o d  A c t .  T h e  U.S . 
S o l i c i t o r  G e n e r a l  h a s  r e c o m m e n d e d  t h a t  t h e s e  l e a s e  p a y m e n t s  
a p p l y  to a l l  S t a t e  l a n d s ,  n o t  o n l y  t h o s e  f o u n d  to be m i n e r a l  
in c h a r a c t e r  a t  t h e  t i m e  o f  s t a t e h o o d .  T h e  o p i n i o n  f u r t h e r  
h e l d  t h a t  t h e  F e d e r a l  C o u r t s ,  r a t h e r  t h a n  th e S t a t e  C o u r t ,  
h a d  t h e  u l t i m a t e  j u r i s d i c t i o n  o v e r  t h e  i s s u e .  R e n t s  
d i s c o u r a g e  s p e c u l a t i o n  a n d  e n c o u r a g e  e f f i c i e n t  u s e  of  p u b l i c  
r e s o u r c e s .  R o y a l t i e s  p a y  t he  p e o p l e  o f  the S t a t e  for the 
e x t r a c t i o n  o f  n o n - r e n e w a b l e  r e s o u r c e s ,  as is d o n e  w i t h  c o a l ,  

o i l ,  a n d  g a s .

T h e  L e g i s l a t u r e  m u s t  d e t e r m i n e  h o w  t h i s  is to b e  d o n e .  T h e r e  

is a p o s s i b i l i t y  t h a t  m i n i n g  on S t a t e  l a n d s  fo r t he  19 89  

s e a s o n  m i g h t  b e  s e v e r e l y  c u r t a i l e d  if a d e q u a t e  l e g i s l a t i o n  
d o e s  n o t  p a s s  I.his s e s s i o n .  T h e  S t a t e  D i v i s i o n  of M i n i n g  
u n d e r  G e r a l d  G a l l a g h e r  p r e p a r e d  t h e s e  b i l l s  w h i c h  w e r e  

i n t r o d u c e d  b y  t h e  R u l e s  C o m m i t t e e s  f o r  th e  G o v e r n o r .

T h e  l e g i s l a t i o n  a p p l i e s  to a l l  s t a t e  l a n d s  a n d  c h a r g e s  
a n n u a l  r e n t s  on a s l i d i n g  s c a l e  f r o m  $ .50 p e r  a c r e  
( $ 2 0 . 0 0 / c l a i m ) f o r  t h e  f i r s t  f i v e  y e a r s  to $ 5 . 0 0  p e r  a c r e  
( $ 2 0 0 . 0 0 / c l a i m ) a f t e r  t w e n t y - o n e  y e a r s .  P r o d u c t i o n  R o y a l t i e s  
w i l l  be a s s e s s e d  a s  a s l i d i n g  s c a l e  p e r c e n t a g e  o f  n e t  i n c o m e  
o r  a m i n i m u m  r o y a l t y  b a s e d  o n  g r o s s  i n c o m e ,  w h i c h e v e r  is 
h i g h e r .  T h e  s t a t e  g i v e s  a b r e a k  to t h e  m i n e r s  in t h a t  t h e  
a n n u a l  l a b o r  r e q u i r e m e n t  w i l l  b e  r e d u c e d  f r o m  $ 2 0 0 . 0 0  to 

$ 1 0 0 . 0 0 .

T h e  m a j o r  p o s i t i v e  a s p e c t s  o f  t h i s  b i l l  a r e  t h a t  th e s t a t e  
w i l l  a p p l y  b o t h  r e n t s  a n d  r o y a l t i e s  t o  a l l  s t a t e  l a n d s .  
F u r t h e r m o r e ,  r e v e n u e s  w o u l d  h e l p  d e f r a y  the c u m u l a t i v e  c o s t s  

to the s t a t e  of r e g u l a t i n g  t h i s  i n d u s t r y .  T h e  n e g a t i v e  
a s p e c t s  a r e  t h a t  t he  b i l l  d o e s  n o t  g o  f a r  e n o u g h .  T h e  b i l l  

d o e s  n o t  i n s u r e  a n  a d e q u a t e  b a s i s  f o r  t h e  c o n d i t i o n  in w h i c h  
s t a t e  l a n d s  w i l l  b e  r e t u r n e d  to th e  p e o p l e  o f  t h e  s t a t e  - 
h e n c e  no b a s i s  of  f o r e g o n e  u s e s  f r o m  w h i c h  to c a l c u l a t e  f a i r  

r o y a l t y .

T h e  N o r t h e r n  A l a s k a  E n v i r o n m e n t a l  C e n t e r  o p p o s e s  t h i s  b i l l  as 

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



R e c l a m a t i o n  -

T h e  S t a t e  is c u r r e n t l y  t h e  o n l y  p u b l i c  l a n d  m a n a g e r  in A l a s k a  
t h a t  d o e s  n o t  r e q u i r e  r e c l a m a t i o n  on it s  l a n d s .  M i n e r s  o n  

s t a t e  l a n d  s h o u l d  n o t  be e x e m p t  f r o m  r e q u i r e m e n t s  t h a t  a p p l y  
to a l l  o t h e r  m i n e r s .  F o r  t h e  S t a t e  to t r u l y  p u t  t h e  6(1) 

i s s u e  to r e s t ,  r e c l a m a t i o n ,  w h i c h  is i n e x t r i c a b l y  l i n k e d  
r e n t s  a n d  r o y a l t i e s ,  m u s t  be r e s o l v e d  as p a r t  o f  t h e  b i l l .

S i n g l e  u s e  by  m i n i n g  w i t h o u t  r e c l a m a t i o n  d e s t r o y s  th e v a l u e  
o f  t h e  l a n d  f o r  o t h e r  u s e s  a n d  u s e r s .  W h e n  t h e  S t a t e  g i v e s  

a w a y  n o n - r e n e w a b l e  r e s o u r c e s  a n d  f o r e g o e s  o t h e r  r e s o u r c e  
v a l u e s  in r e t u r n  for r o y a l t i e s  a n d  c o m m i t s  l a n d  h e l d  in th e  
p u b l i c  t r u s t  to a s i n g l e  use, s t a t u t o r y  r e c l a m a t i o n  

r e q u i r e m e n t s  w i l l  g u a r a n t e e  t h a t  th e l a n d  w i l l  r e t a i n  i t s  

m u l t i p l e  u s e  c a p a c i t y  a f t e r  m i n i n g  is c o m p l e t e  a n d  r o y a l t i e s  
p a i d .  T h e r e  w i l l  be n o r ea l ,  c l e a r  b a s i s  upon, w h i c h  to 
b a s e  r o y a l t i e s  u n l e s s  t h e r e  is a r e c l a m a t i o n  s t a n d a r d  to 
a s s u r e  t h e  p u b l i c  o f  t h e  c o n d i t i o n  o f  t h e  l a n d  s u b s e q u e n t  to 
m i n i n g .  A n  a c c e p t a b l e  b i l l  m u s t ,  t h e r e f o r e  a t  t h e  m i n i m u m ,
(1) r e q u i r e  r e c l a m a t i o n ;  (2) d i r e c t  D N R  t o  d e v e l o p  a d e q u a t e  
r e c l a m a t i o n  s t a n d a r d s  a n d  r e g u l a t i o n s .

R e n t s  a n d  R o y a l t i e s  -

W e  f e e l  t h a t  f o r  t h e  p u b l i c  a s  w e l l  a s  t h e  N a t u r a l  R e s o u r c e s  

C o m m i t t e e s  o f  b o t h  t h e  S e n a t e  a n d  t h e  H o u s e  t o  m a k e  an 
i n f o r m e d  d e c i s i o n  on  r e n t  a n d  r o y a l t y  s t r u c t u r e s ,  t h e  s t a t e  
D i v i s i o n  o f  M i n i n g  ( D . O . M . )  s h o u l d  p r o d u c e  s u f f i c i e n t  

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

W h e r e ,  fo r i n s t a n c e ,  d i d  the $ .50 m i n i m u m  r e n t  f i g u r e  c o m e  

f r o m ?  W h a t  b a s i s  d o e s  t h e  s t a t e  h a v e  to m a k e  t h e  
d e t e r m i n a t i o n  t h a t  t h i s  f i g u r e  is a n y  t h i n g  o t h e r  t h a n  
n o m i n a l ?  - p a r t i c u l a r l y  in l i g h t  of t h e  f a c t  t h a t  u n d e r  t h i s  
l e g i s l a t i o n  a l l  m i n e r s  w i l l  r e c e i v e  a $ 1 0 0 . 0 0  b r e a k  on t h e i r  
a n n u a l  l a b o r  r e q u i r e m e n t ?  W i l l  t h e  s t a t e  l o s e  m o n e y  on t h i s  
a s p e c t  of the proposal'? M o r e  t h a n  80 p e r c e n t  o f  m i n e r s  o n  
s t a t e  l a n d  h o l d  l e s s  t h a n  ^cflaims. T h e  m a j o r i t y  h o l d  
owe.  F o r  r e n t s  to a c h i e v e  t h e i r  p u r p o s e  - t h a t  of 
d i s c o u r a g i n g  s p e c u l a t i o n  a n d  p r o m o t i n g  t i m e l y  p r o d u c t i o n  - 
t h e  s t a t e  s h o u l d  p e r h a p s  d i r e c t  i t s  e f f o r t s  t o w a r d  t h i s  
m a j o r i t y  b y  r a i s i n g  t h e  m i n i m u m  r e n t a l  t o  a  h i g h e r  f i g u r e ,  

s u c h  as  $ 1 . 5 0  p e r  a c r e  ( $ 6 0 . 0 0 / c l a i m ) . W e  n e e d  i n f o r m a t i o n  
f r o m  t h e  D . O . M  to  c o m p a r e  a n d  l e g i t i m i z e  t h e s e  sorts, of 

d i f f e r e n t  s c e n a r i o s .

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

r e c o m m e n d a t i o n .  In g e n e r a l  w e  s u p p o r t  t h e  p r e m i s e  t h a t  
r o y a l t i e s  b a s e d  on g r o s s  f i g u r e s  r e s u l t  in i n c r e a s e d  b u s i n e s s  
e f f i c i e n c y  w h i l e  t h o s e  b a s e d  o n  n e t  f i g u r e s  t e n d  to d o  j u s t


