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(d) The land w i t h i n  l e g i s l a t i v e  d e s i g n a t i o n s  that constitutes 

the m e n t a l  h e a l t h  land trust shall be a d m i n i s t e r e d  for the l e g i s l a­

tively d e s i g n a t e d  purposes. The state shall c o n t i n u e  to m a n a g e  the 

le g i s l a t i v e l y  d e s i g n a t e d  areas in a c c o r d a n c e  w i t h  state law and 

policy; the a u t h o r i t y  of the state i n c lud es the i s s u a n c e  of permits, 

rights-of-ways , m i n i n g  leases, oil and gas leases, coal leases, timber 

c .itracts, ana other actions that do n o t  c o n s t i t u t e  a conve y a n c e  in 

fee simple. The income from the u s e  of the trust land shall be d e p o s­

ited into the gene ral fund.

(e) B e fore the state may r emove land that is part of the mental 

h ealth trust corpus fr om trust status, and in a d d i t i o n  to any other 

r e q u i r e m e n t s  of law, the commissioner, c o n s i s t e n t  w i t h  the state's 

trust r e s p o n s i b i l i t i e s ,  shall i d e nt ify r e p l a c e m e n t  land, equal in 

value at the time of replacement, w i t h i n  l e g i s l a t i v e  d e s i g n a t i o n s  and 

i ncorporate  them into the m e n t a l  h e a l t h  trust corpus. The 

c o m m i s s i o n e r  a n n u a l l y  shall report any actions u n d e r  this subsection 

to the b o a r d  e s t a b l i s h e d  under AS 47.30.661.

* Sec. 5. Section 2(a), ch. 132, SLA 1986, as a m e n d e d  b y  sec. 9,
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ch. 48, SLA 1987, is repealed.
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1, 1. 23-29 and p. 2., 1« 1-13: d e l e t e  all text ana insert:

(1) the c o m m i s s i o n e r  of natural r e s o u r c e s  shall, in 
c o n s u l t a t i o n  w i t h  the c o m m i s s i o n e r  of c o m m u n i t y  and r e g i o n a l  
affairs, a s s i g n  all of the origi n a l  mental h e a l t h  land grant 
r e c e i v e d  b y  the state under the A l a s k a  M e n t a l  H e a l t h  E n a b l i n g  
A c t  to geor gr a p h i c  areas;

(2) the n u m b e r  of acres of m e ntal h e a l t h  l a n d  in 
e a c h  area shall be d i v i d e d  b y  the total n u m b e r  of acres 
r e c e i v e d  b y  the state to d e t e r m i n e  the "weighting f a c t o r ; "

(3) the w e i g h t i n g  factor for e a c h  a r e a  shall be 
m u l t i p l i e d  by the a n n u a l  average p e r c e n t a g e  ch a n g e  in v a l u e  of 
the land in that area, as d e t e r m i n e d  b y  the c o m m i s s i o n e r  of 
c o m m u n i t y  and r e g i o n a l  affairs under the full v a l u e  
d e t e r m i n a t i o n  p r o c e d u r e  s p e c i f i e d  in AS 14.17.140, to 
d e t e r m i n e  the "weighted v a l u e  change" for that area;

(4) all of the w e i ghted v a l u e  c h anges shall be a d d e d  
t o g e t h e r  to d e t e r m i n e  the "revaluation f a c t o r , " e x p r e s s e d  as 
a decimal; and

(5) one plus the r e v a l u a t i o n  f ac tor shall be 
m u l t i p l i e d  by th e p r e vious  total v a l u e  of m e n t a l  h e a l t h  land 
r e c e i v e d  b y  the state to arrive at the r e d e t e r m i n e d  v a l u e  of 
t h e  m e n t a l  h e a l t h  t r u s t  corpus.
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POSSIBLE COMMITTEE SUBSTITUTE FOR CSSB 493 (HESS)

For an Act entitled: "An Act relating to the recons t i t u t i o n  and

a d m i nistration of the mental h ealth trust; and 

provid ing for an effective date."

BE IT ENACT ED BY THE LEGISL A T U R E  OF THE STATE OF ALASKA:

* Sect ion 1. FINDINGS. The legislature finds:

(1) in chapter 48, SLA 1987, the legislature enact ed a 

framework for settlement of the m ental health trust controversy;

(2) under chapter 48, it was contemplated that

(i) the state and the plaintiffs and intervenors 

in the mental health trust land litigation, Weiss v. S t a t e , 

4FA-82-2208, wo uld reach consensus on procedures to determine 

the value of the original  one million acre mental health land 

g r a n t ,

(ii) the original mental health land not in

legislatively d e signated areas (e.g., parks, game refuges,

etc.) w o u l d  be exchanged for equal value general grant land 

in such a r e a s ,

(iii) the original mental health land and the equal 

value exchange land in those areas then would constitute the 

mental health trust corpus which the state w o u l d  lease from 

the trust for eight percent of its fair market value per year, 

and

(iv) the original mental health land not in

legislatively designate d areas woul d be removed from trust

-  1 -
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t a t u s ;

(3) the state and the plaintiffs and intervenors in the 

Weiss case have been u n a b l e  to reach consensus on the procedures 

to be used to value the original one m i llion acre land grant and 

the pool of potential exchange land, the plaintiffs and intervenors 

arguing that procedures prod ucing a value of $2,243 billion should 

be used and the state arguing that procedures producing a value of 

$564.7 m i l l i o n  should be used;

(4) continued contro versy over land issues, matters 

having n o t hing to do w i t h  the state's mental health program, is not 

in the be st interest of either the trust or the public;

(5) instead, it is in the best interest of both the 

trust and the public to ask the court, before the legislature acts 

to finally resolve this matter, to determine under AS 13.36.035 the 

state's powers and duties as trustee under the mental health trust;

(6) while the process of determining what the state's 

powers and duties as trustee are, it is in the best interest of 

both the trust and the public to permit some transactions with 

respect to mental h ealth land (i.e., transactions other than sales,

leases, or exchanges) to go forward, as long as the trust is fairly

compensated for the use of its land;

(7) the trust is currently being compensated for the use 

of its land under sec. 11, ch. 48, SLA 1987, w hich requires that 

five percent of the state's u n r estricted general fund revenues be 

allocated annually to the mental health trust income account, AS
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(8) annually allocating  five percent of the state's 

u n r e s t r i c t e d  general funds to the mental h ealth trust income 

account fairly compensates the m e ntal h e a l t h  trust for the current 

use of its land because

(a) even the most a ggressive m a n a g e m e n t  of the land 

for the purpose of genera ting revenue cannot be guaranteed to 

g e n erate any given amount of f u n d s ,

(b) the dedication of five percent of the state's 

u n r e s t r i c t e d  revenues to the m ental health trust income 

account orovides predi c t a b i l i t y  in the amount of funds 

available,

(c) there are no admin istrative expenses associated 

w i t h  generating funds for the account in this manner, while 

there w o u l d  be substantial admin istrative expenses if funds 

had to be generated for the account through aggressive 

m a n a g e m e n t  of the land for that purpose, and

(d) the average per acre earnings for trust lands 

in other states in fiscal year 1988 was $8.97, the highest per 

acre earnings (in the State of Wa s h i n g t o n  because of its prime 

and easily accessible timber lands) was $45.68, and the 

dedication of five percent of the state's unrestricted revenue 

will result in earnings of a p p r oximately $100 per acre for the 

the mental health trust;

(9) under sec. 2(d), ch. 132, SLA 1986, as repealed and

3 7 . 1 4 . 0 1 1 ;
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reenac ted in sec. 9, ch. 48, SLA 1987, "the commissioner of natural 

resources m a y  not sell, lease, or exchange mental health trust land 

of the state without the prior approval of the [interim mental 

h ealth trust] commission," a m a j o r i t y  of w h i c h  represents the 

plaintiffs and intervenors in the Weiss case;

(10) at its January 25, 1990 meeting, the m a j o r i t y  of 

the interim  mental h e a l t h  trust commission representing the 

plaintiffs and intervenors voted to disapprove any further 

transactions on mental health land, an action w h i c h  if interpreted 

to preclude transactions other than sales, leases, and exchanges

will have serious adverse effects on the economy of the state and,

as a result, have serious adverse political consequences for the 

recipients of mental he alth services; and

(11) it is in the best interest of both the trust and 

the public, in light of the compensation currently paid under sec. 

11, ch. 48, SLA 1987, for the use of m e ntal health land, to allow 

transactions other than sales, leases, or exchanges, including the 

granting of rights-of-way, permits, and other authorizations, to 

go forward so long as pr ovision is made for any additional 

compen s a t i o n  to whi ch the trust may be entitile beyond that already 

provided by the state.

* Sec. 2. PURPOSES. The purposes of this Act are:

(1) to direct the attorney general to seek a 

de t er mination from the court under AS 13.36.035 of the state's 

powers and duties under the mental health trust; and
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(2) to m a k e  clear that the c o mmission er of natural 

resources lias the authority to enter into transactions other than 

sales, leases, or exchanges w i t h  respect to m e n t a l  h e alth land, 

including the g r a nting of rights-of-way, permits, and other 

authorizations, w h i l e  providing for any additional compensation to 

w h i c h  the trust might  be entitled b e y o n d  that a l ready p r o vided by 

the state.

* Sec. 2. (a) T he attorney general will seek a deter mination

from the court under AS 13.36.035 of the state's powers and duties 

under the mental h e a l t h  trust. At minimum, the a t t orney  general 

will seek a de term i n a t i o n  with r e spec t to the following possible 

resolut ions of the m e n t a l  health trust land controversy:

(1) the approach taken in ch. 48, SLA 1987 (i.e., 

v a l u i n g  the original one m i l l i o n  acre land grant, exchanging 

it for land of equal value in legislative designations, and 

re nting it ba ck for 8 percent of its value per y e a r ) ;

(2) m a k i n g  permane nt ch. 4 8 ' s transitional 

p r o v i s i o n  (i.e., paying the trust 5 percent of the state's 

u n r e s t r i c t e d  g e ner al fund revenues) in r e t u r n  for removing 

m e n t a l  h e alth land from trust status;

(3) implementing ch. 48 with the v a l u e  of the 

origi n a l  one acre land grant d etermined to be $2.43 billion, 

$564 million, or some other value;

(4) eliminatin g the trust over time by paying the 

trust for its land and then appropr iating the money  paid for

- 5 -



(5) any other approac h for w h i c h  the attorney 

general, in his or her discretion, believes it is appropriate 

to seek a determination from the court w h e t h e r  such an 

approach might satisfy the state's obligations under the 

m e n t a l  health trust.

(b) To enable the legislature to deal w i t h  this issue 

in a t imely manner, the attorney general w i l l  request that the 

court give expedited consideration to determining the state's 

powers and duties as trustee under the mental h ealth trust.

(c) The attorn ey general will report the court's 

determination with respect to the state's powers and duties as 

trustee under  the m ental health trust to the legislature no later 

than the tenth day of the First Session, Seventeen th Alaska 

L e g i s l a t u r e .

* Sec. 4. Section 2(d), ch. 132, SLA 1986, as repealed and 

reenacted in sec. 9, ch. 48, SLA 1987, is amended to read:

(d) The commissioner of natural resources is 

responsible for the manage ment of the ment al h e a l t h  land of 

the state as public trust u nder P.L. 84-830, 70 Stat. 709. 

Except as provided in (e) of this section, the commissioner 

of natural resources may not sell, lease, or exchange mental 

h e a l t h  trust land of the state or an interest in the mental 

h e a l t h  trust land of the state w i t h o u t  the prior approval of 

the commission. In reviewing a proposal for the sale, lease,

m e n t a l  h e a l t h  p r o g r a m s ; and
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or exchange of m e n t a l  h ealth trust land from the commissioner 

of natural resources, rue commi s s i o n  m a y  approve the proposal 

of the comm issioner on its determi nation that the proposal is 

consistent w i t h  the terms of the trust e s t a b l i s h e d  b y  the 

Alaska Mental H ea lth Enabling Act. A p r o p o s a l  for something 

other than a sale, lease, or exchange of m ental h e a l t h  trust 

land of the state, including a proposal for a right-of-way, 

permit, or other authorization, m a y  be approved b y  the 

commissioner of natural resources on a deter m i n a t i o n  that the 

proposal is consistent with the terms of the trust establis hed 

by the A l a s k a  M e ntal H e alth Enabling Act. A  proposa l for 

something other than a sale, lease, or exchange of mental 

h e alt h trust land of the state is consistent with the terms 

of the A las ka M ental H ealth Enabling  A c t  if it includes a 

provision for any additional com pensation to w h i c h  the trust 

m ay be entitled be yond the c ompe nsati^-> a l rea dy p r o v i d e d  by 

the state.

* Sec. 7. This Act takes effect imme diately in accordance 

with AS 01.10.070(c).
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Origi n a l  sponsor (s); SEN. COGHIL L 

IN THE SENATE

CS FOR SENATE BILL NO. 493 ( )

IN T H E  L E G I S L A T U R E  OF THE S T A T E  OF 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  - S E C O N D  S E SSION

A  BILL

For an Act entitled: "An Act r e l a t i n g  to the r e c o n s t i t u t i o n  and a d m i n i s­

tration of the m e n t a l  h e a l t h  trust."

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

* Section  1. AS 37.1 A . 0 1 1(b) is a m e n d e d  to read:

(b) T h e  a mount d e t e r m i n e d  u n d e r  (c) of this s e c t i o n  as the [FAIR 

MARKET] r e n t a l  value of the land c o n s t i t u t i n g  the m e n t a l  h e a l t h  trust 

corpus is the e a r nings of the trust and the c o m m i s s i o n e r  of revenue 

shall a n n u a l l y  allocate  that amount from the g e n e r a l  fund to the 

m ental h e a l t h  trust income account.

* Sec. 2. AS 37. 14.011(c) is r e p e a l e d  and r e e n a c t e d  to read:

(c) T h e  rental va lue of the land c o n s t i t u t i n g  the m e n t a l  health 

trust c o r p u s  is equal to eight p e r c e n t  of the v a l u e  o f  the land s e­

lected or p a t e n t e d  to the state u n d e r  sec. 202 of the A l a s k a  Mental 

Health E n a b l i n g  Act. At least every five years, c o m m e n c i n g  w i t h  1992, 

the value of the land selected or p a t e n t e d  to the state u n d e r  sec. 202 

of the A l a s k a  M e n t a l  H ea lth E n a b l i n g  Act, shall be r e d e t e r m i n e d  as 

f o l l o w s :

(1) the n u m b e r  of acres of land selected or p a t e n t e d  to the 

state u n d e r  sec. 202 of the A l a s k a  M e n t a l  H e a l t h  E n a b l i n g  Act in each 

m u n i c i p a l i t y  that assesses land for p r o p e r t y  tax p u r p o s e s  shall be 

divided by the total n u m b e r  of acres of land s e l e c t e d  o r  p a t e n t e d  to 

the state u n d e r  sec. 202 of the A l a s k a  M e n t a l  H e a l t h  E n a b l i n g  Act that 

is located in m u n i c i p a l i t i e s  that assess land for p r o p e r t y  tax p u r­

poses: the result of this divisio n is the " w e i g h t i n g  factor";- 1 -  CSSB 493( )
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(2) Che w e i g h t i n g  f a c t o r  for each m u n i c i p a l i t y  that a s s e s s­

es land is m u l t i p l i e d  by the a v e r a g e  p e r c e n t a g e  change in a s s e s s e d  

land v a l u e s  for that m u n i c i p a l i t y  since that m u n i c i p a l i t y ' s  a s s e s s e d  

values w e r e  u s e d  to r e value land s e l e c t e d  or p a t e n t e d  to the state

under sec. 202 of the A l a s k a  M e n t a l  H e a l t h  E n a b l i n g  Act; the r esult is

the " w e i g h t e d  value change" for that munic i p a l i t y ;

(3) all of the w e i g h t e d  v a l u e  changes m u s t  be a d d e d  t o g e t h­

er to a r r i v e  at the " r e v a l u a t i o n  f a c t o r , "  e x p r e s s e d  as a decimal;

(4) one plus the r e v a l u a t i o n  factor m u s t  be m u l t i p l i e d  by 

the previo us total v a l u e  of land s e l e c t e d  or p a t e n t e d  to the state

under sec. 202 of the A l a s k a  M e n t a l  H e a l t h  E n a bli ng Act to a r r i v e  at

the r e d e t e r m i n e d  value of land s e l e c t e d  or p a t e n t e d  to the state u n d e r  

sec. 202 of the Alask a M ent al H e a l t h  E n a b l i n g  Act.

* Sec. 3. AS 37.14.011 is a m ended by a d d i n g  a n e w  subsec t i o n  to read:

(d) The commis s i o n e r  of n a t u r a l  res ources shall c a l c u l a t e  the 

r e d e t e r m i n e d  value of the trust u n d e r  (c) of this section and p r o v i d e  

the r e d e t e r m i n e d  value to the c o m m i s s i o n e r  of reven ue and the b o a r d  

e stablished  u n d e r  AS 47.30.661.

* Sec. 4. AS 38.05 is a m e n d e d  by a d d i n g  a n e w  section to read:

Sec. 38.05.801. R E C O N S T I T U T I O N  A N D  A D M I N I S T R A T I O N  OF M E N T A L  

HEALTH L A N D  TRUST. (a) The v a l u e  of all land selected by or p a t e n t e d  

to the state under the A l a s k a  M e n t a l  Health E n a bling Act, as of 

September 7, 1987, is $2,243,000,000.

(b) All land w i t h i n  l e g i s l a t i v e  d e s igna tions on the e f f e c t i v e  

date of this Act constitutes the c orpu s of the mental  h e a l t h  land 

t r u s t .

(c) On r e c o n stitut ion of the trust under this section, land 

selected by or patented to the state under sec. 202 of the A l a s k a  

Mental H e a l t h  Enabling Act that is not w i t h i n  legislative d e s i g n a t i o n s

C S S B  493( ) -2-
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is removed f r o m  trust status.

(d) T h e  land w i t h i n  legislative d e s i g n a t i o n s  that c onstitutes 

the mental h e a l t h  lan d trust shall be a d m i n i s t e r e d  for the l e g i s l a­

tively d e s i g n a t e d  p u r p o s e s .  The state shall cont inue to m a n a g e  the 

l e g i s l a t i v e l y  d e s i g n a t e d  areas ir. a c c o r d a n c e  w i t h  state law and 

policy; the a u t h o r i t y  of the state inc ludes the issuance of permits, 

r i g h t s -o f-ways, m i n i n g  leases, oil and gas leases, coal leases, timber 

contracts, a n d  o t h e r  a c t i o n s  that do not c o n s t i t u t e  a c o n v e y a n c e  in 

fee simple. T h e  i n c o m e  from the use of the trust land shall be 

deposited i n t o  the g e n e r a l  fund.

(e) B e f o r e  the s t a t e  may remove land that is part of the m e n t a l  

health trust corpus f r o m  trust status, r e p l a c e m e n t  land, equal in 

value at the time o f  replacem ent, shall be d e s i g n a t e d  m e n t a l  h e a l t h  

land and a d d e d  to the trust corpus. B e f o r e  replacement, the c o m m i s­

sioner shall i d e n t i f y  the land p r o p o s e d  as r e p l a c e m e n t  land and r e c o m­

mend the p r o p o s e d  r e p l a c e m e n t  to the b o a r d  e s t a b l i s h e d  u n d e r  AS 47.- 

30.661. If the b o a r d  a p p r o v e s  the r e placemen t, the c o m m i s s i o n e r  shall 

transfer the land to the trust. If the b o a r d  does not a p prove the 

transfer, the q u e s t i o n  of w h e t h e r  the p r o p o s e d  r e p l a c e m e n t  land is 

equal in v a l u e  to the land propo s e d  to be r e m o v e d  from the trust shall 

be r e f e r r e d  f or d e c i s i o n  to the l e g i s l a t i v e  budg et and audit c o m m i t­

tee .

* Sec. 5. AS 3 8 . 0 5 . 8 0 0  a n d  sec. 2(a), ch. 132, S L A  1986, as a m e n d e d  by 

sec. 9, ch. 48, S L A  1987, are repealed.
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IN THE SENATE BY THE R E S O U R C E S  COMMITTEE

CS FOR S E NATE BILL NO. 493 (Resources)

IN THE L E G I S L A T U R E  OF THE STATE OF 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  - S E C O N D  S E SSION«»

A  BILLt
For an Act entitled: "An A c t  relati ng to the r e c o n s t i t u t i o n  and a d m i n i s­

tra t i o n  of the m e n t a l  h e a l t h  trust."

BE IT E N ACTED BY T H E  L E G I S L A T U R E  OF THE S T A T E  OF ALASKA:

* S e c tion 1. A S  37.14.011(b) is a m ended to read:

(b) The amount d e t e r m i n e d  under (c) of this s e ction as the [FAIR 

MARKET] r en tal value of the land c o n s t i t u t i n g  the m e n t a l  h e a l t h  trust 

corpus is the earnings of the trust a n d  the c o m m i s s i o n e r  of revenue

shall a n n u a l l y  a l l o c a t e  that amount f r o m  the g e nera l fund to the

mental h e a l t h  trust income account.

* Sec. 2. AS 37.14.011(c)  is repealed and r e e n a c t e d  to read:

(c) The rental v a l u e  of the land c o n s t i t u t i n g  the m e n t a l  h e a l t h  

trust corpus is equal to eight p e r c e n t  of the v a l u e  of the land s e­

lected or p a t e n t e d  to the state u n d e r  sec. 202 of the A l a s k a  M e n t a l  

H e alt h E n a b l i n g  Act. A t  least every five years, c o m m e n c i n g  w i t h  1992, 

the v a l u e  of the land selected or p a t e n t e d  to the state u n d e r  sec. 202 

of the A l a s k a  M e n t a l  H e a l t h  E n a blin g Act, shall be r e d e t e r m i n e d  as 

follows:

(1) the n u m b e r  of acres of land selected or p a t e n t e d  to the 

state u nder sec. 202 of the A l a s k a  M e n t a l  H e a l t h  E n a b l i n g  Act in each 

m u n i c i p a l i t y  that a s s esses land for property uax p u r pos es shall 

di vided by the total n u m b e r  of acres of land s e l ected or p a t e n t e d  to 

the state u n d e r  sec. 202 of the A l a s k a  M e n t a l  H e a l t h  E n a b l i n g  Act that 

is located in m u n i c i p a l i t i e s  that assess land for p r o p e r t y  tax p u r­

poses; the r esult of this divis ion is the " w e i g h t i n g  factor";- 1 -  CSSB 4 9 3 ( R e s )
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(2) the w e i g h t i n g  factor for each m u n i c i p a l i t y  that a s s e s s­

es land is m u l t i p l i e d  b y  the a v e r a g e  p e r c e n t a g e  c h a n g e  in assessed 

land v a l u e s  for that m u n i c i p a l i t y  s ince that m u n i c i p a l i t y ' s  assessed 

values  were u s e d  to r e v a l u e  land s e l e c t e d  or p a t e n t e d  to the state

un d e r  sec. 202 of the A l a s k a  M e n t a l  H e a l t h  E n a b l i n g  Act; the r e s u l t  i s •

the " w e i g h t e d  value c h ange"  for that m u n i cipality;

(3) all of the w e i g h t e d  v a l u e  changes m u s t  be a d d e d  t o g e t h­

er to a r r i v e  at the " r e v a l u a t i o n  factor," e x p r e s s e d  as a decimal;

(4) one plus the r e v a l u a t i o n  factor m u s t  be m u l t i p l i e d  by 

the p r e v i o u s  total v a l u e  of land s e l ected or p a t e n t e d  to the state

u n d e r  sec. 202 of the A l a s k a  M e n t a l  H e a l t h  E n a b l i n g  A c t  to a rrive at

the r e d e t e r m i n e d  v a l u e  of land s e l e c t e d  or p a t e n t e d  to the state under  

sec. 202 of the A l a s k a  M e n t a l  H e a l t h  E n a b l i n g  Act.

* Sec. 3. AS 37.14.011 is a m e n d e d  by a dding a n e w  s u b s e c t i o n  to read:

(d) The c o m m i s s i o n e r  of n a t u r a l  resources shall c a l c u l a t e  the

r e d e t e r m i n e d  value of the trust u n d e r  (c) of this s e c t i o n  and provide 

the r e d e t e r m i n e d  v a l u e  to the c o m m i s s i o n e r  of r e v e n u e  a n d  the board 

e s t a b l i s h e d  u n d e r  AS 47.30.661.

* Sec. 4. AS 3 8.05.800 is r e p e a l e d  and reena cted to read:

Sec. 38.05.800. R E C O N S T I T U T I O N  A N D  A D M I N I S T R A T I O N  O F  M E N T A L  

H E A L T H  L A N D  TRUST. (a) T h e  v a l u e  of all land s e l e c t e d  b y  or p a t ented 

to the state u nder the A l a s k a  M e n t a l  Health E n a b l i n g  Act, as of

S e p t e m b e r  7, 1987, is $1, 800 , 0 0 0 , 0 0 0 .

(b) All land w i t h i n  l e g i s l a t i v e  des ign a t i o n s  on S e p t e m b e r  7, 

1987, const i t u t e s  the c orpus  of the m e n t a l  h ealth la:.’ trust.

(c) On r e c o n s t i t u t i o n  of the trust under this section, land

s e l e c t e d  by or p a t e n t e d  to the state under sec. 202 of the A l a s k a

M e n t a l  H e a l t h  Enabling A c t  that is not w i t h i n  l e g i s l a t i v e  design a t i o n s  

is r e m o v e d  from trust status.C S S B  4 9 3 ( R e s ) - 2 -
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(d) The land w i t h i n  l e g i s l a t i v e  d e s i g n a t i o n s  that constitutes 

the m e n t a l  h e a l t h  land trust shall be a d m i n i s t e r e d  for the l e g i s l a­

tively d e s i g n a t e d  p u r p o s e s *  The state shall c o n t i n u e  to m a n a g e  the 

l e g i s l a t i v e l y  d e s i g n a t e d  areas in a c c o r d a n c e  w i t h  state law and 

policy; the a u t h o r i t y  of the state includes the i s s u a n c e  of permits, 

r ights-of-w ays, m i n i n g  leases, oil and gas leases, coal leases, timber 

contracts, and other actions  that do n o t  c o n s t i t u t e  a c o n v e y a n c e  in 

fee simple. The income f r o m  the u s e  of the trust l a n d  shall be d e p o s­

ited into the general  fund.

(e) B e fore the state m a y  r em ove land that is part of the m e n t a l  

h e a l t h  trust corpus f r o m  trust status, and in a d d i t i o n  to any o ther 

r e q u i r e m e n t s  of law, the commissioner , c o n s i s t e n t  w i t h  the state's 

trust respo n s i b i l i t i e s ,  shall i d e n t i f y  r e p l a c e m e n t  land, equal in 

value at the time of replacement, w i t h i n  l e g i s l a t i v e  d e s i g n a t i o n s  and 

incorp o r a t e  them into the m e n t a l  h e a l t h  trust corpus. The 

c o m m i s s i o n e r  a n n ually shall report any actions u n d e r  this subse c t i o n  

to the b o a r d  e s t a b l i s h e d  u n d e r  AS 47.30.661.

* Sec. 5. Section  2(a). ch. 132, SLA 1986, as a m e n d e d  by sec. 9, 

ch. 48, SLA 1987, is repealed.
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1 IN THE  SENATE BY THE RESOUR CES COMMITTEE

2 ' CS F O R  SENATE BILL NO. 493 (Resources)

3 - IN THE L E G I S L A T U R E  OF THE S TATE  OF A LASKA

4 ' : S I X T E E N T H  L E G I S L A T U R E  - S E C O N D  SESSION

5 ' A  BILL

6 F o r  an Act entitled: "An A c t  rela ting to the r e c o n s t i t u t i o n  and adminis-

7 t r a tion of the m e n t a l  h e a l t h  trust."

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

* S e ction 1. A S  3 7 . 7 4 . 0 1 7 (b) is a m ended  to read:

(b) The amount d e t e r m i n e d  under (c) of this s e c t i o n  as the [FAIR 

MARKET] r ental value of the land c o n s t i t u t i n g  the m e n t a l  health trust 

corpus is the earnings of the trust and the commi s s i o n e r  of revenu e

shall a n n u a l l y  a l l ocate that amount f r o m  the g e n e r a l  fund to the

m e n t a l  h e a l t h  trust income account.

* Sec. 2. AS 37.14.011(c) is repealed and r e e n a cted to read:

(c) The rental v a l u e  of the land c o n s t i t u t i n g  the mental h e a l t h  

trust corpus is equal to eight percent o f  the v a l u e  of the land s e­

lected or p a t e n t e d  to the state u n d e r  sec. 202 of the Alaska M e n t a l  

H e a l t h  E n a b l i n g  Act. At least every five years, co mmencing with 1992, 

the value of the land s e l e c t e d  or p a t e n t e d  to the state und er sec. 202 

of the A l a s k a  Mental H e a l t h  E n a b l i n g  Act, shall be r e d e t e r m i n e d  as 

follows:

(1) the n u m b e r  of acres of land selected or patented to the 

state under sec. 202 of the A l a s k a  M e n t a l  Health E n a b l i n g  Act in each 

_!.«». assesse s land iur prope^.., tax purposes shall 

d i v ided by the. total n umber  of acres of land selected or pa tented to 

the state u n d e r  sec. 202 of the A l a s k a  M e n t a l  H e alth E n a bling Act that 

is located in m u n i c i p a l i t i e s  that assess land for property  tax p u r­

poses; the result of this divis ion is the "weighti ng factor";

-1- CSSB 4 9 3 ( R e s )
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(2) the w e i g h t i n g  factor for each m u n i c i p a l i t y  that a s s e s s­

es land is m u l t i p l i e d  by the; a v e r a g e  percentage c h a n g e  in assessed 

land v a l u e s  for that m u n i c i p a l i t y  since that m u n i c i p a l i t y ' s  assessed 

values w e r e  used to r e v a l u e  land selected  or p a t e n t e d  to the state

u nder sec. 202 of the A l a s k a  M e n t a l  H e a l t h  Enabling Act; the r e sult is*

the " w e i g h t e d  value c h a n g e "  for that municipality;

(3) all of the w e i g h t e d  v a l u e  changes m u s t  be a d d e d  t o g e t h­

er to a r r i v e  at the " r e v a l u a t i o n  f a c t o r , "  expressed as a decimal;

(4) one plus the r e v a l u a t i o n  factor must  be m u l t i p l i e d  by 

the p r e v i o u s  total v a l u e  of land selecte d or p a t e n t e d  to the state

under sec. 202 of the A l a s k a  M e n t a l  H e a l t h  Enabling A c t  to a r r i v e  at

the r e d e t e r m i n e d  value of land s e l e c t e d  or pate nted to the state under 

sec. 202 of the A l a s k a  M e n t a l  H e a l t h  E n a b l i n g  Act.

* Sec. 3. AS 37.14.011 is a m e n d e d  by adding a new s u b s e c t i o n  to read:

(d) The c o m m i s s i o n e r  of n a t u r a l  resources shall c a l c u l a t e  the 

r e d e t e r m i n e d  value of the trust u n d e r  (c) of this s e c t i o n  and provide 

the r e d e t e r m i n e d  v a l u e  to the c o m m i s s i o n e r  of r e venue and the board 

e s t a b l i s h e d  unde r AS 47.30 .661.

* Sec. 4. AS 38.05.800 is r e p e a l e d  and reenacted to read:

Sec. 38.05.800. R E C O N S T I T U T I O N  A N D  A D M I N I S T R A T I O N  OF M E N T A L  

H EALTH L A N D  TRUST. (a) The v a l u e  of all land s e l e c t e d  b y  or paten t e d  

to the state under the A l a s k a  M e n t a l  Health E n a b l i n g  Act, as of 

S e p t e m b e r  7, 1987, is $ 1 , 8 0 0 , 0 0 0 , 0 0 0 .

(b) A l l  land w i t h i n  l e g i s l a t i v e  designations on S e p t e m b e r  7, 

1987 rnnrM h i r p i '  *-Ko nor-pus of the m e n t a 1 health la:...! trust.

(c) On r e c o n s t i t u t i o n  of the trust under this section, land 

selecte d by or p a t ented to the state under sec. 202 o f  the A l aska 

Me n t a l  H e a l t h  Enablin g A c t  that is not w i t h i n  l e g i s l a t i v e  design a t i o n s  

is removed from trust status.

C S S B  4 9 3 ( R e s ) -2-
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(d) The land w i t h i n  l e g i s l a t i v e  d e s i g n a t i o n s  that constitutes 

the m e n t a l  health land trust shall be a d m i n i s t e r e d  for the l e g i s l a­

tively d e s i g n a t e d  p u r p o s e s *  The state shall continue to m a n a g e  the 

l e g i s l a t i v e l y  designate d areas in a c c o r d a n c e  w i t h  state law and 

policy; the a u t h o r i t y  of the state includes the issuance o f  permits, * 

right s - o f - w a y s ,  m i n i n g  leases, oil and gas leases, coal leases, timber 

contracts, and other actions that do not c o n s t i t u t e  a c o n v e y a n c e  in 

fee simple. The income from the use o f  the trust land shall be d e p o s­

ited into the g e nera l fund.

(e) B e f o r e  the state m a y  r emove land that is part of the mental 

h e a l t h  trust corpus from trust status, and in a ddition to any other 

r e q u i r e m e n t s  of law, the commi s s i o n e r ,  c o n s i s t e n t  with the state's 

trust respo n s i b i l i t i e s ,  shall i d e n t i f y  r e p l a c e m e n t  land, equal in 

value at the time of replacement, w i t h i n  l e g i s l a t i v e  designations and 

i n c o r p o r a t e  the ' into the m e n t a l  h e a l t h  trust corpus. The 

c o m m i s s i o n e r  a n n u a l l y  shall report any actions u n d e r  this subse ction 

to the b o a r d  e s tablished  u n d e r  AS 47.30.661.

* Sec. 5. S e c t i o n  2(a), ch. 132, SLA 1986, as amended b y  sec. 9, 

ch. 48, SLA 1987, is repealed.

II
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  A p r i l  23, 1990

POUCH y STATE CAPITOL 
J'JNtAU AtASKA9«BI 1 

■507 J65 3800

SUBJECT: M e n t a l  h e a l t h  land
(CSSB 493 (Resources))

TO: Senator Bettye F a h r e n k a m p
Chair, Senate R e s o u p^es Com mittee

FROM: R i c h a r d  A. Bradley
Le g i s l a t i v e  Counsel

Nancy P e t e r s e n  has r e q u e s t e d  the e n c l o s e d  CS.

Some p o i n t s  m a y  be made.

While w e  h a v e  not a l tered the draft, w e  note that the " e x­
cept as p r o v i d e d  in (e)" has b e e n  r e p e a l e d  in Sec. 4 of the 
bill. But since (e) itself is not repealed, the a uthority 
g r ant ed u n d e r  (e) continues, n o t w i t h s t a n d i n g  the el imination 
of the r e f e r e n c e  to it.

Note that I added "fee" in the p h rase "transfer fee title" 
in the second sentence; it seems to be w h a t  is implied.

I have not r e v i s e d  the third s entence t h o u g h  it seems a d e­
quately clear that an exchange m a y  w e l l  involve the transfer 
of the f e e ; since an e quivalen cy m a y  result, there m a y  have 
been an implicit acceptance of those transfers.

In that sentence, I have chang ed "mate r i a l "  to "materials"; 
compare AS 38.05.110.

If I m a y  b e  of further assistance, p l e a s e  advise.

R A B :gc 
G 1 4/027

Enclosure



WORK DRAFT WORK DRAFT WORK DRAFT
6 - 2242J
B r a d l e y
4 / 2 3 / 9 0

Original spo nsor(s): SEN. COGHILL

IN THE SENATE BY T H E  R E S O U R C E S  C O M M I T T E E

CS FOR SENATE BILL NO. 493 (Resources)

IN THE L E G I S L A T U R E  OF T H E  STATE O F  A L A S K A  

S I X T EENTH L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

For an Act entitled: "An A ct relating to the r e c o n s t i t u t i o n  and a d m i n i s­

tration of the m e n t a l  h e a l t h  trust; and p r o v i d i n g  for 

an effective d ate."

BE IT ENACTED B Y  THE LEGIS L A T U R E  OF THE S T A T E  OF ALASKA:

* Section 1. FINDINGS. The l e g i s l a t u r e  finds that

(1) in ch. 48, S L A  1987, the l e g i s l a t u r e  e n a c t e d  a f r a m e w o r k  for 

settlement of the mental h e a l t h  trust c o n troversy;

(2) u n d e r  ch. 48, SLA 1987, it w a s  c o n t e m p l a t e d  that

(A) the state and the p l a i n t i f f s  and i n t e r v e n o r s  in the 

mental h e a l t h  trust land litigation, Weiss v. State, 4FA-82-2208, 

w ould r e a c h  consensus on p r o c e d u r e s  to d e t e r m i n e  the v a l u e  of the 

original 1,000,000 acre mental h e a l t h  land grant;

(B) the original m e n t a l  h e a l t h  land not in l e g i s l a t i v e l y

design ated areas such as parks a n d  game refuges, w o u l d  be e x c h a n g e d  

for equal va lue general grant land in such areas;

(C) the original m e n t a l  h e a l t h  land and the equal v a l u e

exchange land in those areas then w o u l d  c o n s t i t u t e  the m e n t a l  h e a l t h  

trust corpus that the state w o u l d  lease fro m the trust for eight

percent of its fair m a rket value a year; and

(D) the original m e n t a l  h e a l t h  land not in l e g i s l a t i v e l y

d esignated areas would be removed f r o m  trust status;

(3) the state and the p l a i n t i f f s  and i n t e r v e n o r s  in W e i s s  v. 

State have been u nable to reach consensus on the p r o c e d u r e s  to be u s e d  to 

value the original 1,000,000 acre land grant and the pool of p o t e n t i a l

-1- CSSB 493(Res)
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e x c h ange land, the plain tiffs and intervenors arguing that procedures 

p r o d u c i n g  a v a l u e  of $2,243,0 00,000 should b e  used and the state argu ing 

that p r o c e d u r e s  p r o d u c i n g  a v a l u e  of $564,70 0,000 should be used;

(4) c o n t i n u e d  c o n t r o v e r s y  over land issues, m a t ters havin g 

n o t h i n g  to do w i t h  the state's m e n t a l  h e a l t h  program, is not in the best

interest of e i th er the trust or the public;

(5) instead, it is in the best interest of both the trust and 

the p u b l i c  to ask the court, before the leg islature acts to r e solve this 

matter, to d e t e r m i n e  unde r AS 13.36.035 the state's power s and duties as 

trus ;e u n d e r  the m e n t a l  h e a l t h  trust;

(6) w h i l e  the process of d e t e r m i n i n g  what the state's powers and 

duties as trustee are, it is in the best interest of both the trust and the 

p u b l i c  to perm it transact ions w i t h  r e spect to m e n t a l  h eal th land, other 

than fee simple sales, to go forward, as long as the trust is being f airly

I c o m p e n s a t e d  for the use of its land and the integrity of the m e n t a l  h e a lth 

i trust corpus is preserved;

(7) the trust is c u r r e ntly b e i n g  c o m p e n s a t e d  for the use of its 

land u n d e r  sec. 11, ch. 48, SLA 1987, w h i c h  requires that five percent of

the state' s u n r e s t r i c t e d  genera l fund revenue be a l l o c a t e d  annua lly to the

m e n t a l  h e a l t h  trust income account, AS 37.14.011;

(8) a n n u a l l y  alloc a t i n g  five p e r c e n t  of the state's u n r e s t r i c t e d  

g e n e r a l  funds to the mental h e a l t h  trust incom e account fairly compensates 

the m e n t a l  h e alth trust for the current use of its land because

(A) even the most a ggre s s i v e  m a n a g e m e n t  of the land for the 

p u r p o s e  of g e n e r a t i n g  revenue cannot be g u a r a n t e e d  to g e n er ate a given 

a mount of funds;

(B) the d edic ation of five p e rcen t of the state's u n r e­

stri c t e d  r e venue to the m en tal h e a l t h  trust income account provides

p r e d i c t a b i l i t y  in the amount of funds available;

CSSB 4 9 3 ( R e s ) -2-
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(C) there are no a d m i n i s t r a t i v e  e x p e n s e s  a s s o c i a t e d  with 

ge n e r a t i n g  funds for the account as there would be if funds had to be 

g e n e r a t e d  for the account t h r o u g h  aggressive m a n a g e m e n t  of the land 

for that purposes; and

(D) the average per acre  earnings for trust lands in other 

states in fiscal year 1988 was $8.97, the high est per acre earnings, 

in W a s h i n g t o n  state becaus e of its prime and e a s i l y  a c c e s s i b l e  timber 

lands, was $45.68, and  the d e d i c a t i o n  of five p e r c e n t  of the state's 

u n r e s t r i c t e d  revenue will result in earnings of a p p r o x i m a t e l y  $100 per 

acre for the mental h e a l t h  trust;

(9) u n d e r  sec. 2(d), ch. 132, SLA 1986, as r e p e a l e d  and r e e n a c t­

ed in sec. 9, ch. 48, SLA 1987, "the c o m m i s s i o n e r  of n a t u r a l  resour ces may 

n o t  sell, lease, or exchange m e n t a l  h e a l t h  trust land o f  the state w i thout 

the prior a p p r o v a l  of the [interim m e n t a l  h ea lth trust] c o m m i s s i o n , "  a 

m a j o r i t y  of w h i c h  represents the p l a i n t i f f s  and i n t e r v e n o r s  in Weiss v. 

S t a t e ;

(10) at its January 25, 1990, meeting, the m a j o r i t y  of the i n t e r­

im m e n t a l  h e a l t h  trust c o m m i s s i o n  r e p r e s e n t i n g  the p l a i n t i f f s  and i n t e r v e­

nors v o t e d  to disapprove  further transactions  on m e n t a l  h e a l t h  land, an 

action vThich, if allowed to stand, wi ll have serious a d v e r s e  effects on the 

e c o n o m y  of the state and, as a result, have serious a d v e r s e  political 

conseque nces for the recipients of m e n t a l  health services; and

(11) it is in the best interest of both the trust and the public, 

in light of the compensati on c u r r e n t l y  paid under sec. 11, ch. 48, SLA 

1987, for the use of mental h e a l t h  land, to allow t r a n s a c t i o n s  o:her than 

fee simple land sales or transfers, inclu ding leases and exc hanges of 

m e n t a l  h e a l t h  land, to go forward so long as p r o v isio n is m a d e  to c o m p e n­

sate the trust for its loss.

* Sec. 2. PURPOSES. The purpo s e s  of this Act are to
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(1) direct the a t t o r n e y  general to seek a determ i n a t i o n  from the 

court under AS 13.36.035 of the state's p o w e r s  and duties un der the m e n t a l  

h e a l t h  trust;

(2) limit the i n terim mental h e a l t h  trust commission's d i s a p­

proval of transa c t i o n s  wi th respect to m e n t a l  health land to fee simple 

land sales or transfers; and

(3) a u t h o r i z e  the c o m missioner of natural resources to enter 

into transactions o t h e r  than fee simple land sales w i t h  respect to m e n t a l  

h e a l t h  land, i n c l u d i n g  leases, exchanges, m a t e r i a l  sales, rights-of-way, 

permits, and o t h e r  authorizations, w h i l e  p r o v iding compe nsation to the 

trust for a loss that is not otherwise c o m p e n s a t e d  for by the state.

* Sec. 3. The a ttorney general shall seek a determination  f rom the 

c ourt under AS 13.36.035 of the state's p o we rs and duties under the m e n t a l  

h e a l t h  trust. At minimum, the attorney g e n e r a l  shall seek a d e t e r m i n a t i o n  

w i t h  respect to the fol lowing possible r e s o l u t i o n s  of the mental h e a l t h  

trust land controversy:

(1) the a p p r o a c h  taken in ch. 48, SLA 1987, that is, v a l u i n g  the 

o r i ginal 1,000,000 acre land grant, e x c h a n g i n g  it for land of equal v a l u e  

in leg islative designations, and renting it b a c k  for eight percent of its 

v a l u e  per year;

(2) m a k i n g  permanent the t r a n s i t i o n a l  provisi on of ch. 48, SLA

1987, that is, p a y i n g  the trust five p e r c e n t  of the state's u n r e s t r i c t e d

general fund r e v e n u e  in return for r e m o v i n g  mental h ealth  land from trust 

s t a t u s ;

(3) i m p l e m e n t i n g  ch. 48, SLA 1987, w i t h  the value of the o r i g i­

nal 1,000,000 acre land grant d e t e r m i n e d  to be $2,430,000,000,

$564,000,000, or some other value;

(4) e l i m i n a t i n g  the trust over time by paying the trust for its 

land and then a p p r o p r i a t i n g  the money paid for mental health programs; and 
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(5) any other a p p r o a c h  w h i c h  the a t t orne y g e n e r a l  believes  to be 

a p p r o p r i a t e  to seek a d e t e r m i n a t i o n  from the court if the a p p r o a c h  m ight 

s a tisfy the state's o b l i g a t i o n s  u n d e r  the m e n t a l  h e a l t h  trust.

(b) To enable the l e g i s l a t u r e  to deal with this i ss ue in a timely 

manner, the a t t o r n e y  g e n e r a l  shall r e qu est that the c ourt give expe dited 

c o n s i d e r a t i o n  to d e t e r m i n i n g  the state's p owers and d u t i e s  as trustee under 

the mental h e a l t h  trust.

(c) The a t t o r n e y  g e n e r a l  shall report the court's d e t e r m i n a t i o n  with 

r e s p e c t  to the state's powers and duties as trustee u n d e r  the m ental healt h 

trust to the l egis l a t u r e  n o  later than the 10th day of the F i r s t  S e ss ion of 

the S e v e n t e e n t h  A l a s k a  State Le gisl a t u r e .

* S e i . 4. S e c t i o n  2(d), ch. 132, SLA 1986, as amended by sec. 9, ch. 48,

S L A  1987, is a m e n d e d  to read:

(d) The c o m m i s s i o n e r  of natu ral resources is r e s p o n s i b l e  for the 

m a n a g e m e n t  o f  the m e n t a l  h e a l t h  land o f  the state as a p ub lic trust 

u nder P.L. 84-830, 70 Stat. 709. The [EXCEPT A S  P R O V I D E D  IN (e) OF 

THIS SECTION, THE] c o m m i s s i o n e r  of n a t u r a l  reso urces m a y  not sell or 

transfer fee title to [, LEASE, OR EXCHANGE] m e n t a l  h e a l t h  trust land 

of the state [OR A N  I N T E R E S T  IN T HE M E N T A L  H E A L T H  T R U S T  LAND OF THE 

STATE W I T H O U T  THE P R I O R  A P P R O V A L  OF THE C O M M I S S I O N ] . In re vie w i n g  a 

proposal for the [SALE,] lease [,] or exchange of m e n t a l  h e a l t h  trust 

l a n d , or for a m a t e r i a l  sale, other disposal of less than a fee simple 

interest in m e n t a l  h e a l t h  trust land, right-of-way, permit, or other 

authorization,  the c o m m i s s i o n e r  m ay approval the p r o p o s a l  on a [FROM 

THE C O M M I S S I O N E R  OF N A T U R A L  RESOURCES, THE C O M M I S S I O N  M A Y  A P P R O V E  THE 

P R O POSAL OF T H E  C O M M I S S I O N E R  O N  ITS] d e t e r m i n a t i o n  that the proposal 

is consis t e n t  w i t h  the terms of the trust e s t a b l i s h e d  by the A laska 

Mental H e a l t h  E n a bling Act. A proposal is consis t e n t  w i t h  the terms

of the A l a s k a  M ental H e a l t h  E n a bling Act if it is not a sale and, for- 5 - C SSB 4 9 3 (R es)
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leases, m a t e r i a l  sales, and other d i s p osals  of less than a fee simple 

interest, includes a p r o v i s i o n  for c o m p e n s a t i n g  the trust for a loss 

that is not o t h e r w i s e  c o m p e n s a t e d  for by the state.

* Sec. 5. This A c t  takes effect i m m e d i a t e l y  u n d e r  AS 01.10.070(c).
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O f f e r e d  i n  t h e

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

TO: C S S B  4 9 3  (HESS)

\

P a g e  1, l i n e  8:

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

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

" ♦ S e c t i o n  1. A S  3 7 . 1 4 . 0 1 1  (b) is a m e n d e d  t o  rea d :

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

s e c t i o n  as t h e  [ F A I R  M A R K E T ]  r e n t a l  o f  t h e  l a n d

c o n s t i t u t i n g  t h e  m e n t a l  h e a l t h  t r u s t  c o r p u s  is t h e

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

s h a l l  a n n u a l l y  a l l o c a t e  t h a t  a m o u n t  f r o m  t h e  g e n e r a l  

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

a c c o u n t "

P a g e  l, l i n e  10:

D e l e t e  " f a i r  m a r k e t "  .

i .

P a g e  1, l i n e  25, a f t e r  " a s s e s s e d "  i n s e r t  " l a n d "

P a g e  2, l i n e s  19 - 20:

D e l e t e  " a n d  a l l  l a n d  m a d e  s u b j e c t  t o  l e g i s l a t i o n

d e s i g n a t i o n s  i n  t h e  f u t u r e  c o n s t i t u t e "  a n d  i n s e r t  " c o n s t i t u t e s "

A M E N D M E N T



P a g e  2, l i n e  27, f o l l o w i n g  " p u r p o s e s . "  d e l e t e  t h e  l a s t  s e n t e n c e  

of (d) a n d  i n s e r t :  " T h e  s t a t e  w i l l  c o n t i n u e  t o  m a n a g e  t h e

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

p o l i c y ;  t h e  s t a t e ' s  a u t h o r i t y  i n c l u d e s ,  b u t  i s  n o t  l i m i t e d  

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

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

o t h e r  a c t i o n s  t h a t  d o  n o t  c o n s t i t u t e  a c o n v e y a n c e  in f e e  

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

t h e  u s e  o f  t h e  t r u s t  l a n d . "

P a g e  3, l i n e  10:

D e l e t e  a l l  m a t e r i a l  a n d  i n s e r t  " * S e c .  5. Se c .  2(a), chTi"' —  

132, S L A  1986, a n d  A S  3 8 . 0 5 . 8 0 0  a r e  r e p e a l e d . "
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A M E N D M E N T

O f f e r e d  in t h e
S e n a t e  R e s o u r c e s  C o m m i t t e e

TO: C S S B  493 (HESS)

P a g e  1, l i n e  8:

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

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

"★Section 1. A S  3 7 . 1 4 . 0 1 1  (b) is a m e n d e d  t o  read:

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

s e c t i o n  as t h e  [ F A I R  M A R K E T ]  r e n t a l  o f  t h e  l a n d  

c o n s t i t u t i n g  t h e  m e n t a l  h e a l t h  t r u s t  c o r p u s  is t h e  

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

s h a l l  a n n u a l l y  a l l o c a t e  t h a t  a m o u n t  f r o m  t h e  g e n e r a l  

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

a c c o u n t ' 1

j/Page 1, l i n e  10:

D e l e t e  " f a i r  m a r k e t "

I^Page 1, l i n e  25, a f t e r  " a s s e s s e d "  i n s e r t  " l a n d "

O '

P a g e  2, l i n e s  15 - 17:

D e l e t e  s u b s e c t i o n  (a) and i n s e r t  t h e  f o l l o w i n g :

(a) T h e  l e g i s l a t u r e  r e a f f i r m s  1 9 8 7  S L A  C h a p t e r  48 

( C h a p t e r  48) as a p r o p o s e d  m e c h a n i s m  t o  s e t t l e  t h e  M e n t a l

- 1 -



H e a l t h  T r u s t  L a n d s  l i t i g a t i o n  ( W e i s s  v. s t a t e ,  4 F A - 8 2 - 2 2 0 8  

C i v i l )  . T h e  l e g i s l a t u r e  a c c e p t s  t h e  F i n a l  R e p o r t  of the 

I n t e r i m  M e n t a l  H e a l t h  T r u s t  C o m m i s s i o n  on A p p r o v e d  

P r o c e d u r e s  f o r  D e t e r m i n i n g  t h e  F a i r  M a r k e t  V a l u e  of 

A l a s k a ' s  M e n t a l  H e a l t h  T r u s t  L a n d s ,  d a t e d  D e c e m b e r  20, 

1 9 8 9 ,  a n d  f i n d s  t h a t  the C o m m i s s i o n  h a s  s a t i s f i e d  the 

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

e s t a b l i s h e d  b y  C h a p t e r  48. T h e  v a l u e  o f  l a n d  s e l e c t e d  by 

o r  p a t e n t e d  t o  t h e  Sta t e  u n d e r  t h e  A l a s k a  M e n t a l  H e a l t h  

E n a b l i n g  A c t  is t h e  v a l u e  c a l c u l a t e d  u n d e r  t h e  p r o c e d u r e s  

a p p r o v e d  b y  t h e  I n t e r i m  M e n t a l  H e a l t h  T r u s t  C o m m i s s i o n  by 

i t s  r e s o l u t i o n  o f  N o v e m b e r  7, 1 9 8 9 .

P a g e  2, l i n e s  19 - 20:

D e l e t e  " a n d  a l l  la n d  m a d e  s u b j e c t  t o  l e g i s l a t i o n  

d e s i g n a t i o n s  in t h e  f u t u r e  c o n s t i t u t e "  a n d  i n s e r t  " c o n s t i t u t e s "

P a g e  2, l i n e  27, f o l l o w i n g  " p u r p o s e s . "  d e l e t e  t h e  l a s t  s e n t e n c e  

o f  (d) a n d  i n s e r t :  " T h e  st a t e w i l l  c o n t i n u e  t o  m a n a g e  the

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

p o l i c y ; t h e  s t a t e ' s a u t h o r i t y  i n c l u d e s ,  b u t  is n o t  l i m i t e d

t o  t h e i s s u a n c e  o f p e r m i t s ,  r i g h t s - o f - w a y ,  m i n i n g  l e ases,

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

o t h e r  a c t i o n s  t h a t d o  n o t  c o n s t i t u t e  a c o n v e y a n c e  in fee

s i m p l e . T h e  s t a t e is e n t i t l e d  t o  a l l  i n c o m e  d e r i v e d  from

t h e  u s e o f  t h e  t r u s t l a n d . "
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D e l e t e  all m a t e r i a l  a n d  i n s e r t  " * S e c .  5. Se c .  2( 

132, S L A  1986, a n d  A S  3 8 . 0 5 . 8 0 0  a r e  r e p e a l e d . "

3, line 10:
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Design a t i o n

Parks

Public U s e  Areas

Forests

Refuges

9.5 m i l l i o n  acres

M E N T A L  H E A L T H  TRUST CORPUS 

REVENUES 
STATE CONSERVATION SYSTEMS 

(pre 1987)

A n n u a l  Revenue Source

$160,000 user fees,
• permits & 

concessions

$100,000

$150,000 

$2.500.000

$ 2,910,000

leases, timber, 
gravel sales, 
permits

timber sales

oil & gas rents and 
royalties

These e s t i m a t e s  are a p p r o x i m a t e  and reflect averages and activi t i e s  

with v a r i a b l e  terms.



B R E A K I N G  T H E  M E N T A L  H E A L T H  L A N D  I M P A S S E

As a p o s sible  m e a n s  of b r e a k i n g  the current impasse over 
mental h e a l t h  land, the state could ask the court for instructions 
before taking further legislative action to resolve the 
controversy. Unlike the n o rmal s i t u a t i o n  w her e the courts only 
decide w h e t h e r  legislative action is legal after the Legislature 
acts, courts will give advi sory opinion s w h e n  a trust is involved. 
Trustees can obtain such a d v i s o r y  opinions by asking the court for 
instructions w i t h  respect to trust administration. See Restatement 
(Second) of Trusts § 259 (1959); AS 13.36.035(a), especia lly
subsection (3).

The obvious advanta ge to asking the court for 
instructions is that the court can answer all of the legal 
questions s urrounding v a rious p o lic y options b efore  the L egislature 
decides, as a policy matter, w h i c h  o p t i o n  is mo st appropriate. By 
limiting its c o n s i d e r a t i o n  to those options w h i c h  the court will 
already have r uled are consistent w i t h  the state's powers and 
duties as trustee, the L e g i s l a t u r e  w i l l  k n o w  that, w h a t e v e r  option 
it chooses, it will be a c ting  c o n s i s t e n t l y  w i t h  the trust.

Questions w h i c h  could be a sked include:

1. Is the a p p r o a c h  taken by the L e g i s l a t u r e  in chapter 
48, SLA 1987 -- i.e., v a l u i n g  the origi n a l  one m i l l i o n  acre land 
grant, e x c h a n g i n g  it for land of equal v a l u e  in legislative 
designations, and renti ng the land back for 8 percent of its value 
per year -- consistent w i t h  the state's trust obligation? Could 
other p e r c e n t a g e s  -- 5? 10? etc.? -- be used?

2. W o u l d  it be consistent w i t h  the trust to make
p ermanent chapter  4 8 's transi tional p r o v i s i o n  -- paying the trust 
5 percent of the state's u n r e s t r i c t e d  general fund revenues -- in 
return for remov ing m e n t a l  health land from trust status? Could 
other p e r c e n t a g e s  -- 2? 8? etc.? -- be used?

3. W o u l d  dete rm i n i n g  the v a lue of the ori ginal one 
m i l l i o n  acre land grant to be $2.43 billion, as the Weiss 
plaintiffs' repres e n t a t i v e s  on the I n t erim M ental H eal th Trust 
Commis s i o n  belie ve and as refle c t e d  in SB 483 and HB 548, be 
consistent w i t h  the trust? W o u l d  det erm i n i n g  it to be $564
million, as the Depart m e n t  of N a tura l Res ources believes, be 
consistent?

4. May the state eliminate the trust over time by paying 
the trust for its land and then a p p r o p r i a t i n g  the m o n e y  paid for 
mental h e a l t h  programs? Normally, trustees m a y  not expend trust 
principal. In the Weiss case, however, the court said the state 
must r e i m b u r s e  the trust for the fair m arket value of all mental 
health land w h i c h  the state has sold, but that the state should 
receive a set-off against that liability for m e ntal health 
expenditures and that the state, as a consequence, m a y  end up with
no m o n e t a r y  liability to the trust. If the state can sell mental



health land and spend the proceeds, the state p resum a b l y  also could 
eliminate the mental health trust over time by purchasing  land from 
the trust and then spending the m o n e y  for mental h eal th programs.

O ther questions also could be asked, limited only by the 
ingenuity of those considering this issue. The primary point is 
that the L e g i s l a t u r e  w o u l d  k n o w  the answers before acting, and not 
be subject to judicial s econd- guessing after-the-fact.



Valuation Procedures were obtained through exten­sive review of all methods of land valuation used by real estate and natural resources assessors. They were determined after adoption of standard and specific in­dustry methodologies, modified for use within the severe constraints of available time and money. Above all, Commission actions reflected the necessity for deriving fair market value — instead, for example, of obtaining an inflated value — from the procedures in order to assure fairness to all residents of Alaska.
1 . S u r fa c e  E s ta teProcedures: The difference between the results of the Stale appraisal and that of the Plaintiffs, split equal­ly between the two values, wus approved.Methods Explored: The original procedure provided for an opinion of value process by three geo-panels of appraisers, an opportunity for review and questioning by interested parties, referral back to the panels for re-evaluation of their original values when necessary, and mediation, including the possibility of site visits.However, due to the large number of questioned values and the limited funds available, the Commis­sion agreed to use a sampling strategy for the review. Results varied widely. The State assigned a value of $499.8 million. The Plaintiff’s appraisers assigned a value of $833,280,096.Decision of Commission: The Commission recognized that such differences are usually resolved through mediation. However, mediation was not an op­tion due to limited funds. The Commission determin­ed that the only reasonable procedure it could approve was to split the difference between the two figures.
2 .  T im b e rProcedure: The methodology, data, assumptions and judgments utilized in An Economic Evaluation of Timber Potential on Mental Health Grant Lands and Legislatively Designated Replacement Lands - Final Report by McMahon, Wallingford, and Wehrinan, August, 1988 was approved.Opinion of the Plaintiff: The Plaintiffs disputed the appropriateness of deducting the approximately $31 million in reforestation costs, because the timber should be valued as if “ sold” to the State as “ standing timber.”

VALUATION PROCEDURES Decision of Commission: The Commission regard­ed these costs as essential lo sustained yield forest management and because the original selections were made with the intention that they would become the core of a State forest system.
3 .  O i l  a n d  G a sProcedure: The methodology, data, assumptions and judgments utilized in the Hydrocarbon Potential of Mental Health Grant (Trust) Lands and Legislatively Designated Replacement Pool Lands in Alaska by Ariey, Hansen, Kombrath, Philips, Ryhcrd and Smith, July, 1988, with the fair market value being the mid­point between the low to die high range, was approved. Opinion of the Plaintiff: The Plaintiffs assert the State’s anulysis did not follow the procedures approv­ed by the Commission and that the value range appears grossly low, although no separate valuation was sub­mitted to support this assertion.Decision of Commission: The Commission re­jected the assertion, in light of the lack of any specific valuation from the Plaintiffs.
4 .  M in e r a ls ,  C o a l a n d  A g g re g a teProcedure: The methodology, data assumptions and judgments utilized in Mineral, Coal and Aggregate Resource Appraisal of Alaska Mental Health Trust Lands by Paul Metz and Colin Dixon, dated Decebmer 31, 1988 was approved.Methods Discussed: The industry standard for valuation of minerals, coal and aggregate is the income or discounted cash flow approach. This approach, adopted by the Commission, resulted in ar. estimated $1.5 billion value. DNR used the comparable sales ap­proach, which produced an intial value of zero and later, after revision, a value of approximately $16 million.Decision of Commission: The Commission re­jected the use of the comparable sales approach because it was 1) not in accordance with accepted industry valuation practices, 2) considered unrealistic and unreasonable in light of the fact that these lands were all within the three major active mining districts of Alaska and had been selected by a team of experts as representing the most promising lands in these areas.3) not pursued with any sort of rigor by the State, and4) not supported by its own independent study.

A L A S K A ‘ S 
M E N T A L  H E A L T H  T R U S T  

L A N D S  

A  S u m m a ry  o f

Procedures F o r  Determining the Fair 

Market Value of Alaska’s Mental 

Health Trust Lands

March, 1990



O V E R V I E W B A C K G R O U N DThe Interim Mental Health Trust Commission ap­proved its Procedures fat Determining the Fair Market Value of Alaska Mental Health Trust Linds on Dec. 20, 1989. The Department of Natural Resources (DNR), in a dissenting report released Feb. 1, 1990, disputed the Commission’s findings.The Commission, DNR, and the Plaintiffs in the Mental Health Trust Lands lawsuit have now reached a standstill. At stake arc services for dcvclopinentally disabled and seriously mentally ill individuals, in­cluding senior citizens with Alzheimer’s and demen­tia and alcoholics with psychoses, as determin .d by Judge Greene in the 1988 Weiss v. Stale decision. These persons are the beneficiaries of the trust.Using valuation procedures adopted by the Commis­sion, the total value of the original one million acre trust is $2.2 billion. Under DNR’s valuation pro­cedures, this figure approximates only $564 million. This difference amounts to over $1.6 billion.The Legislature must now reaffirm the process it established in 1986, when it created the Commission and in 1987, when it passed Chapter 48, SLA 1987, of effecting a resolution of the litigation. It must either confirm the work adopted by its mandated Commis­sion or provide sufficient funds to allow for complete valuation.Without legislative action, Plaintiffs to the lawsuit may be forced to challenge title to approximately 750,000 acres of Mental Health Trust lands and take other actions, as necessary steps to protect their rights against the continuing breach of the trust by the State of Alaska in properly discharging its fiduciary respon­sibilities in managing the trust.
R E C O M M E N D A T I O N SBeneficiaries of the Mental Health Trust, through theMental Health Trust Coalition, recommend that theLegislature:1. recognize the dilemma over valuation procedures; and2 . intervene on behalf of disabled people to confirm the Commission’s adopted valuation procedures; and3. pass legislation that acknowledges the Commis­sion’s work under Chapter 48 and adopt its conclu­sions in the Final Report.

This brochure is based on Ihe results of the Mental Health Trust Commission’s report of Dec. 1989 and borrows heavily from other documents used to develop the procedures. It identifies ihe valuation procedures approved by the Commission, indicates points of agree­ment and disagreement, and recommends action to resolve the issue.The Mentul Health Trust Coalition, formed in Full, 1989, represents the beneficiaries. Its express purpose is to be an active voice in administrative, legislative, judicial and other matters which may affect the provi­sion of services for these disabled individuals.The Coalition endorses the Commission's Final Report, Approved Procedures for Determining the Fair Market Value of Alaska Mental Health Trust Linds. Its conclusions were the result of several years of in­tensive research, analysis, negotiation, sciutiny, and public review, which have combined to create pro­cedures widely accepted as industry standard, within the necessary constraints of time and money.The task given to the Commission was an exceeding­ly difficult one, one which was made even more dif­ficult by the discord among the members over which procedures were acceptable to consider and the exact application of the term fair market value in considera­tion of those procedures. Of concern to observers of the process was the apparent lack of good faith and unwillingness of DNR to reach a compromise.As the Commission noted in its report, “ the actual task of arriving at satisfactory valuation procedures was much bigger, complicated and controversial than anyone initially envisioned. Indeed, for a brief period between April and July, 1989, the Commission con­sidered publicly stating that “ continued work on valua­tion procedures no longer appeared possible.”Part of the problem may lie in the composition of the Commission itself. During the entire process, the State of Alaska has had a built-in conflict of interest. Not only does the Commissioner of Natural Resources sit on the Commission, but the Commission must sub­mit its report to the Commissioner, who then decides whether or not to agree with the Commission's ma­jority viewpoint.
i ponied on recycled paper

The second conflict of interest lies in the assignment of a single Attorney General (AG) to act as counsel both to DNR and to the Commission. Again, if all three Commissioners were in agreement, any conflict of in­terest would be suppressed or minimized by agreement. However, as long as DNR is in the minority, the AG must answer to two masters. Throughout die entire pro­cess, it became clear that the AG has consistently taken the side of the State.Between June 9, 1986 and November, 1989 the Commission held over 30 meetings, all open to the public, for discussion of the valuation procedures. Because the Coalition has a vested interest in the Com­mission's proceedings, representatives have attended almost every meeting. On our own initiative, we have independently hired consultants to review industry- accepted standard valuation procedures of the various categorical lands and requested the right lo present their findings to the Commission. Due to the open nature of the meetings, the Commission granted this right.
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State of Alaska 
Refuges, Forests and ParksFebruary 1990

Name Statute Acres

Fish &  G am e D esigna tions (AS 16.20)

Walrus Island State Game Sanctuary (AS 16.20.090-140) 9,700
McNeil River State Game Sanctuary (AS 16.20.160-170) 83,800

Total sanctuary acres 93,500

Palmer Hay Flats State Game Refuge (AS 16.20.032) 26,000
Mendenhall Wetlands State Game Refuge (AS 16.20.034) 3,800
Susitna Flats State Game Refuge (AS 16.20.036) 300,800
Trading Bay State Game Refuge (AS 16.20.038) 160,960
Cape Newenham State Game Refuge (AS 16.20.030) 14,000
izembek (Lagoon) State Game Refuge (AS 16.20.030) 181.440
Creamer’s Field Migratory Waterfowl Refuge (AS 16.20.039) 1,664
Goose Bay State Game Refuge (AS 16.20.030) 10,880
Anchorage Coastal Wildlife Refuge (AS 16.20.031) 32,500
Minto Flats State Game Refuge (AS 16.20.037) 500,000

Total refuge acres 1,232,044

Port Moller Critical Habitat Area (AS 16.20.550) 127,000
Port Heiden Critical Habitat Area (AS 16.20.555) 72,000
Cinder River Critical Habitat Area (AS 16.20.560) 26,000
Egegik Critical Habitat Area (AS 16.20.565) 8,000
Pilot Point Critical Habitat Area (AS 16.20.570) 46,000
Kalgin Island Critical Habitat Area (AS 16.20.575) 3,500
Fox River Flats Critical Habitat Area (AS 16.20.580) 7,100
Chilkat River Critical Habitat Area (AS 16.20.585) 4,800
Kachemak Bay Critical Habitat Area (AS 16.20.590) 222,000
Clam Gulch Critical Habitat Area (AS 16.20.595) 2,500
Copper River Delta Critical Habitat Area (AS 16.20.600) 597,000
Anchor River &  Fritz Creek Critical Habitat Area (AS 16.20.605) 19,000
Tugidak Island Critical Habitat Area (AS 16.20.615) 50,240
Dude Creek Critical Habitat Area (AS 16.20.610) 4,083
Willow Mountain Critical Habitat Area (AS 16.20.620) 22,720
Redoubt Bay Critical Habitat Area (AS 16.20.625) 183,640

Total critical habitat area acres 1,395,583

F o re s try  D esigna tions (AS 41.15-17)

Tanana Valley State Forest (AS 41.17.400) t.786,000
Haines State Forest Resource Mgmt. Area (AS 41.15.300-330) 247,000

Total forestry acres 2,033,000



P a r k  U n its  (AS 41.21-23)
Chilkat State Park (AS 41.21.111-120) 6,045
Chugach State Park (AS 41.21.121-125) 495,000
Kachemak Bay State Park (AS 41.21.131-134) 165,370
Kachemak Bay State Wilderness Park (AS 41.21.140-143) 210,240
Denali State Park (AS 41.21.151-152) 421,120
Wood/Tikchik State Park (AS 41.21.161-167) 1,428,320
Shuyak Island State Park (AS 41.21.172-178) 11,000
Pt. Bridget State Park (AS 41.21.181-183) 2,800
Marine Parks: (AS 41.21.300-306) *14,440

Beecher Pass, Betties Bay, Chilkat Islands, Dali Bay, Funter Bay, Horseshoe Bay, Joe Mace
Island, Oliver Inlet, Saint James Bay, Sawmill Bay, Security Bay, Shelter Island, Shoup Bay,
South Esther Island, Sullivan Island, Surprise Cove, Taku Harbor, Thoms Place, Zeigler Cov 

* does not include 22,510 acres of water

Captain Cook State Recreation Area (AS 41.21.415-425) 3,620
Caines Head State Recreation Area (AS 41.21.435-445) 5,961
Nancy Lake State Recreation Area (AS 41.21.455-465) 22,685
Chena River State Recreation Area (AS 41.21.475-490) 254,080
W illow Creek State Recreation Area (AS 41.21.491-495) 3,583
Kenai River Special Management Area (AS 41.21.502-514) 2,693
Alaska Chilkat Bald Eagle Preserve (AS 41.21.611-630) 49,000

O th e r D es igna tions

Total Park Acres 3,095,957

Delta Junction Bison Range Area (AS 16.20.300) *72,000
Matanuska Valley Moose Range (AS 16.20.340) **132,500
Nelchina Public Use Area (AS 41.23.010-040) 2,350,000
Hatcher Pass Public Use Area (AS 41.23.100-130) 5,100
Ernie Haugen Public Use Area (AS 41.23.050-080) 420
Recreation Rivers: (AS 41.23.400-510) ***243,000

Alexander Creek, Kroto Creek &  Moose Creek, Lake Creek, Little Susitna River, 
Talachulitna River, Talkeetna River

Total other designations 2,803,020

* does not include additional 17,500 acres within military withdrawal
**  does not include selected land
* * *  does not include borough or private land

NOTE: Most figures are approximate and many include tide and submerged acreage. Fish & 
Game estimates that half o f the acreage designated in Title 16 is submerged.

Fish &  Game designations 2,721,127
Forestry designations 2,033,000
Park designations 3,095,957
Other designations 2,803,020

Total legislative designations 10,653,104

Alaska Department of

NATURAL
RESOURCES
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I n t r o d u c t i o n

The U n i t e d  S t a t e s  C o n g r e s s  p a s s e d  the A l a s k a  M e n t a l  

Health E n a b l i n g  A c t  of 1956, P.L. No. 84-830, 70 Stat. 709, 

"To c o n f e r  upon A l a s k a  a u t o n o m y  in the f i e l d  o f  m e n t a l  health, 

transfe r from t h e  F e d e r a l  G o v e r n m e n t  to the T e r r i t o r y  the 

fiscal and f u n c t i o n a l  r e s p o n s i b i l i t y  for the h o s p i t a l i z a t i o n  

of c o m m i t t e d  m e n t a l  p a t i e n t s ,  a n d  for o t h e r  p u r p o s e s . "  In 

Sec. 202 of the Act, C o n g r e s s  g r a n t e d  the t e r r i t o r y  the right 

to s e l e c t  u p  to 1 , 0 0 0 , 0 0 0  acres of f e deral l a n d  to serve as a 

source o f  r e v e n u e  to s u p p o r t  a m e n t a l  h e a l t h  p r o g r a m  in 

Alaska. In s u b s e c t i o n  (202)e, the A l a s k a  M e n t a l  H e a l t h  

En a bl ing A c t  s p e c i f i c a l l y  p r e s c r i b e d  t h a t  the land g r a n t  and 

any income from the land g r a n t  b e  a d m i n i s t e r e d  as a "public 

trust a n d  such p r o c e e d s  and income s hal l b e  a p p l i e d  to m e e t  

the n e c e s s a r y  e x p e n s e s  of the m e n t a l  h e a l t h  p r o g r a m  of 

A l a s k a . "

The T e n t h  A l a s k a  S t a t e  L e g i s l a t u r e  e n a c t e d  Chs. 181 and 

182, S L A  1978, w h i c h  in p a r t  r e c l a s s i f i e d  m e n t a l  h e a l t h  lands 

as g e n e r a l  g r a n t  lands. T he S u p r e m e  C o u r t  o f  the S tate o f  

Alaska h e l d  t h a t  the A c t  e s t a b l i s h e d  a p u b l i c  t r u s t  and that 

the T e n t h  L e g i s l a t u r e  b r e a c h e d  t h a t  t r u s t  b y  r e c l a s s i f y i n g  

mental  h e a l t h  lan d as a g e n e r a l  l a n d  g rant. S t a t e  v. W e i s s , 

706 P . 2d 681 (Alaska 1985). As a r e m e d y  the c o u r t  r u l e d  that 

former trust  land still in state o w n e r s h i p  be r e t u r n e d  to the
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trust a n d  chat the t rust b e  c o m p e n s a t e d  for the fair m a r k e t  

v a l u e  o f  former trust lands t h a t  w e r e  sold, d i s p o s e d ,  or 

t r a n s f e r r e d  from state o w n e r s h i p  less the v a l u e  o f  s t a t e  

e x p e n d i t u r e s  for the m e n t a l  h e a l t h  p r o g r a m  up to the time  of

d i s p o s i t i o n .  Id. at 683-684.

In 1987 the A l a s k a  L e g i s l a t u r e  p a s s e d  an A c t  R e l a t i n g  to 

the A l a s k a  Mental H e a l t h  T r u s t  to: e s t a b l i s h  a M e n t a l  H e a l t h

T rust I n c o m e  Account, R e c o n s t i t u t e  and p r o v i d e  a d m i n i s t r a t i v e  

s t r u c t u r e  for the M e n t a l  H e a l t h  L a n d  Trust, a n d  e s t a b l i s h  the 

A l a s k a  M e n t a l  Health Board. In Sec. 2C of this act, A l a s k a  

S t atute 37.14.011 is a m e n d e d  to d i r e c t  the C o m m i s s i o n e r  of 

N a t u r a l  Resources (the " C o m m i s s i o n e r " )  to d e t e r m i n e  the fair 

m a r k e t  v a l u e  as of S e p t e m b e r  6, 1987 of the lands s e l e c t e d  b v  

and p a t e n t e d  to the state u n d e r  Sec. 202 of the A l a s k a  M e n t a l  

H e a l t h  E n a b l i n g  Act.

A l t h o u g h  the C o m m i s s i o n e r  has i n i t i a t e d  some a c t i o n  to 

c o m p l y  w i t h  Alaska S t a t u t e  3 7 . 1 4 . 0 1 1  in "Minerals, Coal, and 

A g g r e g a t e  Potential of A l a s k a  M e n t a l  H e a l t h  T r u s t  a n d  R e l a t e d  

Lands", b y  the Staff o f  the  A l a s k a  D i v i s i o n  o f  G e o l o g i c a l  and 

G e o p h y s i c a l  Surveys ("ADDGS"), J a n u a r y  4, 1988 a n d  " H y d r o­

car b o n  P o t e n t i a l  of M e n t a l  H e a l t h  G r a n t  (Trust) L a n d s  a n d

L e g i s l a t i v e l y  D e s i g n a t e d  R e p l a c e m e n t  Pool L a n d s  in A l a s k a

(with C o a l  Valuation) b y  Ariev, H a nsen,  K o r n b r a t h ,  P h i l l i p s ,  

Rvherd and Smith, July 1988, these r e p o r t s  do not p l a c e  a fair



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

p u r p o s e  o f  t h i s  r e p o r t  is t o  p r o v i d e  a n  e s t i m a t e  o f  t h e  

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

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

T h i s  r e p o r t  is d i v i d e d  i n t o  f o u r  p a r t s .  P a r t  I c o v e r s  

m e t a l l i c  m i n e r a l  r e s o u r c e s ,  P a r t  II c o v e r s  c o a l  r e s o u r c e s ,  

P a r t  I I I  c o v e r s  s a n d  a n d  g r a v e l  r e s o u r c e s ,  a n d  P a r t  I V  p r e ­

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

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

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

t h r e e  g r o u p s .

- 3 -



P a r t  I —  M e t a l l i c  M i n e r a l  R e s o u r c e s

P r e v i o u s  I n v e s t i g a t i o n s

H a r r i s  (1968) m a d e  a p r o b a b i l i s t i c  r e g i o n a l  a p p r a i s a l  o f  

t h e  b a s e  a n d  p r e c i o u s  m e t a l  r e s o u r c e s  i n  1 2 6  m i l l i o n  o f  t h e  

375 m i l l i o n  a c r e s  o f  A l a s k a .  T h e  m o d e l  w a s  b a s e d  o n  a c o m ­

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

c o n t r o l  a r e a  i n c l u d i n g  p a r t s  o f  A r i z o n a ,  N e w  M e x i c o  a n d  U t a h  

t h a t  t o t a l  99 m i l l i o n  a c r e s .  I n  s e l e c t i n g  t h e  a p p r a i s a l  

t e c h n i q u e  H a r r i s  (1968) e x a m i n e d  t w o  b a s i c  m e t h o d o l o q i e s .

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

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

d e n s i t y  o f  A l a s k a .  M i n e r a l  d e n s i t y  is d e f i n e d  as t h e  s u m  o f  

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

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

r e l a t i v e l y  w e l l  e x p l o r e d  c o n t r o l  a r e a  o f  A r i z o n a  a n d  N e w  

M e x i c o  h a d  a b a s e  a n d  p r e c i o u s  m e t a l  d e n s i t y  o f  $ 2 2 0 , 0 0 0  p e r  

s q u a r e  m i l e  i n  1 9 6 7  w h i l e  t h e  a r e a  o f  U t a h  h a d  a c o m p a r a b l e  

d e n s i t y  o f  $ 2 9 9 , 0 0 0  p e r  s q u a r e  m i l e .  T h e  p r i c e  v e c t o r  f o r  t h e  

g r o s s  m e t a l  v a l u e  e s t i m a t e s  w a s :  A u ,  $ 3 5 . 0 0 / o z ;  Ag, S 1 . 3 0 / o z ;

Pb, $ 0 . 1 4 / l b ;  Zn, $ 0 . 1 3 / l b ;  C u ,  S 0 . ? 0 / l b .  A d j u s t i n g  t h e  a b o v e  

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

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

p r i c e s  i n  1 9 8 7 .  A d j u s t i n g  t h e  a b o v e  m i n e r a l  d e n s i t i e s  w i t h
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the A u q u s t  1987 C o n s u m e r  Price I n d e x  (CPI) r e l a t i v e  to 1967 of 

342.7 (Department of C o m m e r c e ,  1988) w o u l d  r e s u l t  in estimated 

d e n s ities  o f  $ 7 5 4 , 0 0 0  a n d  $1,02 5 , 0 0  per s q u a r e  mile, r e s p e c­

tively. The above e s t i m a t e s  w o u l d  u n d e r s t a t e  the true d e n­

sities since p r e c i o u s  m e t a l  p r i c e s  have i n c r e a s e d  five fold 

for s ilver and 12.9 fold for gold. A s s u m i n g  t h a t  the precious 

m e t a l s  a c c o u n t  for 50 p e r c e n t  of the g r o s s  m e t a l  v a l u e  and 

that the a v e rage p r e c i o u s  m e t a l  i n d e x  is 800, th e d e n s i t i e s  in 

1987 w o u l d  have b e e n  $1,290,000 and $ 1 , 7 6 0 , 0 0 0  p e r  square 

mile, respe ctively.

T h e  m i n e r a l  d e n s i t y  m e t h o d  d o e s  not d i r e c t l y  a c c o u n t  for 

the r e l a t i o n s h i p  o f  d i f f e r e n c e s  in g e o l o g y  to d i f f e r e n c e s  in 

m i n e r a l  wealth. T h i s  is a f u n d a m e n t a l  l i m i t a t i o n  of the 

m e t h o d  and it f o l l o w s  from the a b o v e  l i m i t a t i o n  t h a t  the 

m i n e r a l  d e n s i t y  m e t h o d  does not a c c o u n t  for e x t r e m e l y  high 

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

pro a c h i n g  zero o u t s i d e  s u c h  districts.

In o r d e r  to a v o i d  this limitation, H a r r i s  (1968) d i v i d e d  

the c o n t r o l  area u p  into 387 unit c e l l s  (20 m i l e s  b v  20 miles) 

and the area of i n t e r e s t  in A l a s k a  into 493 u n i t  cells. For 

each cell in the c o n t r o l  area, 25 g e o l o g i c  p a r a m e t e r s  wer e 

defined  and m e a s u r e d .  The cells w e r e  d i v i d e d  into three 

groups, g r o u p  one d e n s i t y  of $10,000, g r o u p  two d e n s i t v  of 

$ 1 0 , 0 0 0 - $ 1 0 0 ,000,000 and g roup t h r e e  d e n s i t y  g r e a t e r  than
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$ 100,000,000. A  d i s c r i m i n a n t  a n a l y s i s  was t h e n  c o m p l e t e d  on 

the c o n t r o l  area c e l l s  to d e t e r m i n e  the c o n t r i b u t i o n  of the 

v a r i o u s  g e o l o g i c  p a r a m e t e r s  to the a s s i g n m e n t  o f  the v a r i o u s  

c ells to each of the g r ou ps- T h e  d i s c r i m i n a n t  e q u a t i o n s  

e x p l a i n e d  b e t w e e n  25 a n d  75 p e r c e n t  of the v a r i a n c e  b e t w e e n  

the groups. F r o m  t h e  d i s c r i m i n a n t  f unctions , p r o b a b i l i t i e s  

w e r e  c a l c u l a t e d  f o r  t h e  a s s i a n m e n t  of e a c h  c e l l  in the study 

area to a p a r t i c u l a r  group. E x p e c t e d  v a l u e s  w e r e  t h e n  d e t e r­

m i n e d  for each c e l l  in A l a s k a .

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

that w o u l d  e x c e e d  $400 m i l l i o n  (1967 do llars) a nd s i xteen 

a d d i t i o n a l  cells t h a t  r a n g e  from $100 m i l l i o n  to $400 million. 

The total gross v a l u e  o f  t h e s e  21 c e l l s  is e s t i m a t e d  at $ 5 . 7 

b i l l i o n  (1967 d o l l a r s ) . T h e  v a l u e  of t h e s e  c e l l s  is b a s e d  

p r i m a r i l y  on gold m i n e r a l i z a t i o n .  Thus in 1 9 8 7 d o l l a r s  the 

total gross met al v a l u e  w o u l d  h a v e  b e e n  12.9 x 5.7 b i l l i o n  = 

$73.5 billion. T h e  m i n e r a l  d e n s i t y  of the five h i g h e s t  cells 

in 1987 dollars w o u l d  h a v e  e x c e e d e d  $12.9 m i l l i o n  p e r  square 

mile or $20,000 p e r  acre.

H arris (1968) c o n s i d e r e d  the a p p r a i s a l  c o n s e r v a t i v e  due 

to the v e r y  l i m i t e d  e x t e n t  of o u t c r o p  in A l a s k a  (large amount 

of alluvial and v e g e t a t i v e  cover) a n d  the l i m i t e d  a v a i l a b i l i t y  

of g e o l o g i c  data.



The U.S. G e o l o g i c a l  S u r v e y  ("USGS") was c a l l e d  u p o n  to 

p r e p a r e  an appra i s a l  of the m i n e r a l  r e s o u r c e s  o f  A l a s k a  as 

part of the d r a f t i n g  p r o c e s s  of t h e  A l a s k a  N a t i o n a l  I n t e r e s t  

Lands C o n s e r v a t i o n  Act. The r e s u l t s  of the a p p r a i s a l  w e r e  

p u b l i s h e d  as USGS O p e n - F i l e  R e p o r t s  78-1- B t h r o u g h  F (Grybeck 

and DeYoung, 1978; H u d s o n  and D e Y o u n g ,  1978; K b e r l e i n  a n d  

Menzie, 1978; Mac Kev e t t ,  Singer, and Holloway, 1978; and 

Patton, 1978). These  i n v e s t i g a t i o n s  u t i l i z e d  t h e  D e l p h i  

m e t h o d  w h e r e b y  each of s e v e r a l  U.S. G e o l o g i c a l  S u r v e y  e x p e r t s  

e x a m i n e d  the g e o l o g i c  l i t e r a t u r e  for a p a r t i c u l a r  a r e a  and 

e s t i m a t e d  the number of m i n e r a l  o c c u r r e n c e s  of p a r t i c u l a r  ore 

d e p o s i t  types in that a r e a  at the 10th, 50th, and 9 0 t h  p e r c e n­

tile levels of c onfi d e n c e .  A n  a v e r a g e  t o n n a g e  and  g r a d e  for 

each d e p o s i t  type was e s t i m a t e d  f r o m  p r o d u c i n g  ore d e p o s i t s  in 

o t h e r  parts of the world . The i n v e s t i g a t i o n  does n o t  a l l o w  

d i r e c t  c a l c u l a t i o n  of e i t h e r  t o t a l  gross m e t a l  c o n t e n t  o r  

gross m e t a l  v a l u e  since the p e r c e n t i l e  e s t i m a t e s  are not 

p r o b a b i l i t i e s .

In or der to e xpand the u t i l i t y  of the above U S G S  r e p o r t s  

and to e s t i m a t e  the total  n u m b e r  o f  p r o b a b l e  m i n e r a l  d e p o s i t s  

w i t h  a p a r t i c u l a r  a v e r a g e  grade, C h a r l e s  R i v e r  A s s o c i a t e s  

(1978) a s s u m e d  two c o m m o n  d i s c r e t e  p r o b a b i l i t y  d i s t r i b u t i o n s  

(the P o i s s o n  and the n e g a t i v e  binomial) and f i t t e d  t h e s e  

d i s t r i b u t i o n s  to the p e r c e n t i l e  data. This r e s u l t e d  in the 

d e t e r m i n a t i o n  of an e x p e c t a t i o n  o f  the n umbe r o f  m i n e r a l



o c c u r r e n c e s  for each a r e a  o f  the U S G S  i n v e s t i g a t i o n s .  F r o m  

the a v e r a g e  tonnage and a r a d e  d a t a  an e x p e c t e d  g ross m e t a l  

c o n t e n t  c o u l d  be e s t i m a t e d  for all  the a r e a s  i n c l u d e d  in the 

USGS a p p r a i s a l .

T h e  above two i n v e s t i g a t i o n s  w e r e  l i m i t e d  b v  the s a m e  

c o n s t r a i n t s  as the H a r r i s  (1968) i n v e s t i g a t i o n .  In additio n, 

the s t u d i e s  did not include  all m e t a l l i c  m i n e r a l  d e p o s i t  t y p e s  

nor d i d  t h e y  i n clude i n d u s t r i a l  m i n e r a l s .  N e i t h e r  of the

i n v e s t i g a t i o n s  r e s u l t e d  in a v a l u e  p e r  u n i t  a r e a  estimate.

M e t z  (1987) e x a m i n e s  the m i n e r a l  p o t e n t i a l  o f  a 18,936 

square m i l e  area of I n t e r i o r  A l a ska.  A  p o r t i o n  o f  the a r e a  

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

p r o d u c t i o n ,  k n o w n  lode m i n e r a l i z a t i o n ,  a n d  r e c e n t  d e t a i l e d  

g e o l o g i c  m a p p i n g  and g e o c h e m i c a l  sampling. F r o m  the n u m b e r  of 

known m i n e r a l  o c c u r r e n c e s ,  g e o c h e m i c a l  a n o m a l i e s ,  and p r o b a­

bil i t i e s  o f  d i s c o v e r y  o f  p a r t i c u l a r  d e p o s i t  types, a n d  the

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

m etal v a l u e  and m i n e r a l  d e n s i t y  is e s t i m a t e d  for e a c h  o f  the 

four a r e a s  as follows:

1. B irc h C r e e k  D r a i n a g e
a. G r o s s  m e t a l  value: $2.3 b i l l i o n
b. M i n e r a l  density : $ 4 2 0 , 0 0 0  p e r  s a u a r e  m i l e  or

$656 per acre.

2. B e a v e r  C r e e k  D r a i n a g e
a. G r o s s  m e t a l  value: $17.9 billion.
b. M i n e r a l  den sity: $4.74 m i l l i o n  p e r  s q u are m i l e  

o r  $7,400 per acre.
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3. F o r t y m i l e  R i v e r  D r a i n a g e
a. G r o s s  m e t a l  value: $29.0 b i l l i o n
b. M i n e r a l  density: 1 4 . 8 0  m i l l i o n  p e r  square m i l e  

or $7,500 per acre.

4. M i n t o  F l a t s  D r a i n a g e
a. G r o s s  m e t a l  value: $23.3 b i l l i o n
b. M i n e r a l  density: $6.41 m i l l i o n  p e r  square m i l e  

or $10,000 per acre.

The r a n g e  in d e n s i t v  e s t i m a t e s  r e f l e c t  the d i v e r s e  

ge oloqy o f  the four a reas a n d  t h e  l i m i t e d  g e o l o g i c a l  d a t a  

av a i lable d u e  to the s p a r s e  o u t c r o p  p a r t i c u l a r l y  in the B i r c h  

Creek d r a i n a g e  r e l a t i v e  to the o t h e r  d r a i n a g e s .  H o w e v e r  the 

es t i mates for B e a v e r  Creek, F o r t y m i l e  R i v e r  and the M i n t o  

Flats d r a i n a g e s  are in the same o r d e r  of m a g n i t u d e  as the c o n­

stant d o l l a r  a d j u s t e d  e s t i m a t e  f r o m  H a r r i s  (1968) .

The A D G G S  S t a f f  R e p o r t  (1988) is a n o t h e r  a t t e m p t  to use 

the D e l p h i  m e t h o d o l o g y .  T h i s  m e t h o d o l o g y  is a l s o  used by 

Harris a n d  A z i s  (1970) ; B a r r y  a n d  F r e e m a n  (1970) ; H arris 

(1973); F r e y m a n  a n d  B a r r y  (1971); H a r r i s  a n d  E u r e s t y  (1973) 

for v a r i o u s  m i n e r a l  r e s o u r c e  a p p r a i s a l s  in w e s t e r n  USA and 

Canada.

For t h e  e v a l u a t i o n  of the p o t e n t i a l  m e t a l l i c  m i n e r a l  r e­

sources o f  thv A l a s k a  M e n t a l  H e a l t h  Lands, A D G G S  r e v i e w e d  

p e r t i n e n t  d a t a  Lv 1:250,000 s c a l e  q u a d r a n g l e .  A r e a s  w i t h  

poten t i a l  for the d i s c o v e r y  and d e v e l o p m e n t  of one or m o r e



m i n e r a l  d e p osit t ypes w e r e  r a t e d  on a scale o f  o n e  to five 

i n d i c a t i n g  v e r y  low to v e r v  h i g h  potential, r e s p e c t i v e l y .

Of the 27 m i n e r a l  d e p o s i t  m o d e l s  d e s c r i b e d  b y  the A DGG S, 

o n l y  21 were c o n s i d e r e d  to o c c u r  in the s u b i e c t  lands. T h e  

A D G G S  m i n e r a l  d e p o s i t  m o d e l s  are o n l y  q u a l i t a t i v e l y  d e f i n e d  

and c o n t a i n  no t o n n a g e  or g r a d e  data. T o n n a g e  a nd g r a d e  d a t a  

are e s s e n t i a l  in d e t e r m i n i n g  g r o s s  metal v a l u e  o f  e a c h  e x­

pec t e d  d e p o s i t  and the e x p e c t e d  net p r e s e n t  v a l u e  o f  the 

s u b j e c t  lands. Such t o n n a g e  and g r a d e  data a r e  a v a i l a b l e  for 

the v a r i o u s  m i n e r a l  d e p o s i t  m o d e l s  in Cox and S i n g e r  (1986) .

T he ADGGS m i n e r a l  p o t e n t i a l  e s t i m a t e s  of o n e  t h r o u g h  five 

are r e l at ive e s t i m a t e s  o n l y  and are not p r o b a b i l i t i e s  o f  the 

d i s c o v e r y  and d e v e l o p m e n t  of a m i n e r a l  deposit. W i t h o u t  some 

p r o b a b i l i t y  e s t i mate, e x p e c t e d  m i n e r a l  v a l u e s  o f  the A l a s k a  

M e n t a l  H ealth L a n d s  c o u l d  n o t  b e  d e t e r m i n e d  f r o m  the A D G G S  

S t a f f  R e p o r t  (1988) . Such p r o b a b i l i t y  e s t i m a t e s  c o u l d  be m a d e  

from the data  o f  K o u l o m z i n e  a n d  D a g e n a i s  (1959) , B a i l e v  

(1964), Charles R i v e r  A s s o c i a t e s  (1978), P e t e r s  (1978), a n d  

D e G e o f f r o y  and W i g n a l l  (1985) .



M e t h o d o l o q v

G e n e r a l  A s s u m p t i o n s

H a r r i s  (1984 at p.l) p r o v i d e s  a s u c c i n c t  p e r s p e c t i v e  on 

m i n e r a l  r e s o u r c e  appraisal.

"Mineral r e s o u r c e s  e x i s t  o n l y  w i t h  r e s p e c t  to 
an  e c o n o m i c  and t e c h n o l o g i c a l  framework. A  u s e f u l  
s t a t e m e n t  on m i n e r a l  r e s o u r c e s  m u s t  also be a s t a t e­
m e n t  on s p e c i f i c  e c o n o m i c  c o n d i t i o n s ,  t e c h n o l o g i c a l  
c a p a b i l i t i e s ,  and the state o f  nature.

The t e r m  'mineral' r e s o u r c e s  i n c l u d e s  reser v e s ,  
t h o s e  a c c u m u l a t i o n s  o f  a m i n e r a l  t h a t  are k n o w n  and 
h a v e  b e e n  e x p l o r e d  t o  the e x t e n t  that ther e is 
r e a s o n a b l e  a s s u r a n c e  that t h e  m i n e r a l  c o u l d  be 
p r o d u c e d  from t h e m  e c o n o m i c a l l y ,  a nd m i n e r a l s  in 
k n o w n  d e p o s i t s  t h a t  c a n n o t  b e  e x p l o i t e d  e c o n o m i­
cally. Together, t h e s e  two k i n d s  of m i n e r a l  r e­
s o u r c e s  c o m p r i s e  the c a t e g o r y  o f  k n o w n  resour c e s ,  
for these are the r e s o u r c e s  t h a t  w e  k n o w  m o s t  abo ut 
a n d  for w h i c h  we h a v e  an i m m e d i a t e  interest b e c a u s e  
o f  t h e i r  s u p p o r t  o f  c u r r e n t  a n d  n e a r - f u t u r e  e c o n o m i c  
ac t i v i t i e s .

A p p r a i s a l  of u n k n o w n  r e s o u r c e s ,  the c a t e g o r y  of 
r e s o u r c e s  that  we k n o w  leas t about, is the s u b j e c t  
o f  this book. T h e s e  r e s o u r c e s  c o n s i s t  o f  b o t h  
e c o n o m i c  a n d  s u b e c o n o m i c  u n k n o w n  resources. O b v i­
ous l y ,  the m o t i v a t i o n  for t h e  a p p r a i s a l  of u n k n o w n  
r e s o u r c e s  m u s t  s t e m  f r o m  i s s u e s  t h a t  r e l a t e  to a 
m o d e r a t e -  o r  l o n g - t e r m  time frame. Such i ssues m a y  
i n c l u d e  r e s o u r c e  a d e q u a c y  a n d  m i n e r a l  policy, i ssues 
t h a t  r e c e n t l y  have r e c e i v e d  c o n s i d e r a b l e  a t t e n t i o n  
and, in the case of oil, h a v e  b e c o m e  t op ics of 
h o u s e h o l d  c o n v e r s a t i o n .  W h i l e  t h e s e  issues m a y  be 
o f  p r i m a r y  c o n c e r n  to g o v e r n m e n t s ,  b e c a u s e  o f  the 
t i m e  lag from  e x p l o r a t i o n  t o  p r o d u c t i o n ,  the large 
m i n e r a l  firm also m a y  be m o t i v a t e d  to e x a m i n e  the 
l o n g - t e r m  o u t l o o k  for m i n e r a l  c o n s u m p t i o n  and 
p o t e n t i a l  m i n e r a l  s u pply, h e n c e  m i n e r a l  r esource s.

T h e r e  is no e l e g a n t  n o r  u l t i m a t e l y  d e f i n i t i v e  
m e a n s  for e s t i m a t i n g  u n k n o w n  m i n e r a l  r e s o urces short 
o f  d i r e c t  s a m p l i n g  of the e a r t h ' s  crust, e.g.
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d r i l l i n g  at a s p acing s u f f i c i e n t  to locate and 
d e l i n e a t e  the m i n e r a l  d e p o s i t s .  W h i l e  s u c h  a 
p r o g r a m m e  would most a s s u r e d l y  p r o v i d e  the b e s t  p o s­
si b l e  data for the a p p r a i s a l  o f  r esou rces, it has 
n o t  b e e n  d e m o n s t r a t e d  to be t h e  m o s t  e f f i c i e n t  mean s 
for appraisal, a l t h o u g h  some s c h o l a r s  urqe its 
i m p l e m e n t a t i o n  (Ridge, 1974) . A r g u m e n t s  j u s t i f y i n g  
s u c h  a p r o g ramme on the b a s i s  o f  e c o n o m i c s  h a v e  so 
far b e e n  superficial. A t  p r e s e n t ,  and p r o b a b l y  in 
the future, u n k n o w n  r e s o u r c e s  are i n f e r r e d  b y  
m o d e l s ,  h o p e f u l l y  founded on fact, of aspe cts o f  the 
e c o n o m i c - p h y s i c a l  s y s t e m  w i t h i n  w h i c h  r e s o u r c e s  are 
d e f i n e d . "

T h e  c o n c e p t  that u n k n o w n  r e s o u r c e s  can be a p p r a i s e d  

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

bil i t i e s  a n d  the state of nature u n k n o w n  r e s o u r c e s  h a v e  v a l u e .  

Value is a function of the e x p e c t a t i o n  of their e x i s t e n c e  a n d  

the d e g r e e  o f  effort e x p e n d e d  in t h e i r  d i s c o v e r y  and d e v e l o p­

ment. T h e  c o n v e r s i o n  o f  r e s o u r c e s  i n t o  r e s e r v e s  is a time 

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

value estim a t e s .  In this app rai s a l ,  w e  w i l l  be c o n s i d e r i n g  

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

proven r e s e r v e s  on some lands a d j a c e n t  to the s u b j e c t  lands. 

In o r d e r  to complete the app rai s a l ,  the f o l l o w i n g  a s s u m p t i o n s  

are n e c e s s a r y .

First,  w i t h i n  the next t w e n t y  years, w o r l d  e c o n o m i c  

c o n d i t i o n s  are pot e x p e c t e d  to be s i g n i f i c a n t l y  d i f f e r e n t  t h a n  

today. D e m a n d  for m i n e r a l  c o m m o d i t i e s  w i l l  r e m a i n  s i m i l a r  to 

current  levels. P r o d u c t i o n  from A l a s k a  or lack t h e r e o f  w i l l  

not a f f e c t  wor ld markets. T h e r e  w i l l  be no d i f f e r e n t i a l
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inflation w i t h  r e s p e c t  to m i n e r a l  c o m m o d i t i e s  and there will  

be no price c o n t r o l s  i m posed on m i n e r a l  c o m m o d i t i e s .  All the 

metallic m i n e r a l  c o m m o d i t i e s  to be p r o d u c e d  from the subiect 

lands can be sold on the w or ld m a r k e t  at the p r e v a i l i n g  

prices.

The ti me frame of t w e n t y  y e a r s  is u t i l i z e d  since m a j o r  

d eposits (gross m e t a l  v a l u e  over $1 b i l l i o n )  w o u l d  be e v a l u­

ated on a t w e n t y  y e a r  m i n e  life. S m a l l e r  t o n n a g e s  of ore for 

bulk m i n e a b l e  d e p o s i t s  w o u l d  not p r o v i d e  e c o n o m i e s  of scale. 

However, small h i g h  g r a d e  d e p o s i t  t y p e s  m a y  have smaller 

reserve b a s e s  and thus m i n e  lives le ss t h a n  t w e n t y  years. 

A d d i t i o n a l  r e s e r v e s  o v e r  the m i n i m u m  m i n e  life w i l l  have 

little e f f e c t  on the net p r esent v a l u e  e v e n  at low i n t ere st 

rates. T h i s  d o e s  n o t  m e a n  that the u l t i m a t e  m i n e  life m a y  not 

be m a n y  m u l t i p l e s  of t w e n t y  years. F o r  i n s tance A l m a d e n  

m e r c u r y  mine, Spain, has b e e n  in c o n t i n u o u s  p r o d u c t i o n  for 400 

years, Rio T i n t o  c o p p e r - p v r i t e  m i n e ,  Spain, for o v e r  100 

years, and B i n q h a m  C a n v o n  c o p p e r  m i n e ,  Utah, for a bout 80 

y e a r s .

Brooks (1976) has m o d e l e d  m i n e r a l  s u p p l y  as b o t h  a fixed 

stock and as a flow. A g i v e n  m i n e r a l  d e p o s i t  is e x p e c t e d  to 

have a finite life w i t h i n  its d i m e n s i o n a l  limits. H o w e v e r  

there is i n c r e a s i n g  e v i d e n c e  that m e t a l l o g e n i c  p r o v i n c e s  and 

even m i n i n g  d i s t r i c t s  w i t h i n  m e t a l l o g e n i c  p r o v i n c e s  m a y  act as
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large r e s e r v o i r s  of m i n e r a l  supply. T h u s  the flow m o d e l  m a y  

be a p p r o p r i a t e  to b o t h  global s u p p l y  a n d  r e g i o n a l  supply. 

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

dollar pri ce level o v e r  the last c e n t u r y  s u p p o r t s  the flow 

model o n  at least the m e t a l l o g e n i c  p r o v i n c e  level. S ince 

Alaska M e n t a l  H e a l t h  T r u s t  Lan d e x t e n d  o v e r  s e v e r a l  m e t a l l o­

genic pro vinces, the e x p e c t e d  life o f  m e t a l  p r o d u c t i o n  from 

these lands w i l l  e x c e e d  o u r  20 y e a r  r i m e  frame.

W o r l d w i d e  d e m a n d  functions for t h e  v a r i o u s  m i n e r a l  

commodit ies have c h a n g e d  d r a m a t i c a l l y  d u r i n g  this c e n t u r y  but 

have r e m a i n e d  r e l a t i v e l y  p r e d i c t a b l e  o v e r  the la st t w e n t y  

years. A l u m i n u m  c o n s u m p t i o n  has i n c r e a s e d  1300 times since 

1900 w h i l e  t i n  c o n s u m p t i o n  d o u b l e d  in the s a m e  t i m e  period. 

Over the last two d e c a d e s  the a l u m i n u m  a n d  t i n  c o n s u m p t i o n s  

have c h a n g e d  by a n n u a l  c o m p o u n d  r a t e s  of 2 p e r c e n t  and -1.5 

percent r espe c t i v e l y .  W i t h  r e l a t i v e l y  c o n s t a n t  rates  of 

growth in c o n s u m p t i o n ,  m e t a l  p r i c e s  are e x p e c t e d  to c h a n g e  at 

the same rate as the g e n e r a l  p r i c e  le vel a n d  thus t h e r e  w i l l  

be no d i f f e r e n t i a l  inflation. T h u s  p r i c e s  o f  m i n e r a l  c o m m o­

dities a n d  the f a c t o r  inputs for p r o d u c t i o n  in 1987 c a n  be 

utilized to c a l c u l a t e  d i s c o u n t e d  c a s h  flows o v e r  the next 

twenty years.

Second, there w i l l  b e  no t e c h n o l o g i c a l  c h a n g e s  o v e r  the 

next twenty y ears that w i l l  a f f e c t  e i t h e r  the d e m a n d  for
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m i n e r a l  c ommod ities or the costs of p r o d u c t i o n .  C u r r e n t  

levels o f  techn o l o g y  are a d e q u a t e  to p r o d u c e  the m i n e r a l  

c o m m o d i t i e s  that are e x p e c t e d  to be found o n  A l a s k a  M e n t a l  

H ealth Lands. In a d d i t i o n  c u r r e n t  costs of p r o d u c t i o n  in 

A l a s k a  p a r t i c u l a r l y  in areas of the M e n t a l  H e a l t h  T r u s t  Lands 

are c o m p a r a b l e  for c o m p a r a b l e  d e p o s i t s  in o t h e r  p a r t s  of the 

world.

Third, there are s e v e r a l  s i g n i f i c a n t  d i f f e r e n c e s  in the 

state of nature w i t h  r e s p e c t  to m i n e r a l  d e p o s i t s  in A l a s k a  

v e rsu s o t h e r  areas o f  w e s t e r n  USA and Canada. A l a s k a  h a s  b e e n  

su b j e c t e d  to c o n s i d e r a b l y  less p u b l i c  and p r i v a t e  s e ctor 

e x p l o r a t i o n  a c t i v i t y  t h a n  the a b o v e  areas a n d  thus it is 

e x p e c t e d  that the m a r g i n a l  cost o f  e x p l o r a t i o n  p e r  d o l l a r  

value o f  m i n e r a l  c o m m o d i t y  d i s c o v e r e d  will be less. T h i s  is a 

well r e c o g n i z e d  f u n c t i o n  in u n d e r - d e v e l o p e d  and u n d e r - e x p l o r e d  

regions  of the world.

S i n c e  the m i d  to late 1 9 7 0 's m i n e r a l  e x p l o r a t i o n i s t s  and 

m i n i n g  ge ologists h a v e  b e g u n  to r e c o g n i z e  the r e l a t i o n s h i p s  

b e t w e e n  g lobal plate t e c t o n i c s  and the c o n c e n t r a t i o n  of m e t a l s  

in ore d eposits (Mitchell and Garson, 1976, 1981). S p e c i f i­

cally, m e t a l s  are c o n c e n t r a t e d  in the earth's c r u s t  d u e  to the 

t r a n s f e r  of e n e r g y  ( primarily thermal) a nd mass. P l a t e  

b o u n d a r i e s  are r e g i m e s  o f  e n e r g y  and mass t r a n s f e r  a n d  thus 

are foci for metal d e p o s i t  formation. Jones et al (1981) note
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that A l a s k a  is formed  by a c o l l a g e  o f  m i c r o - p l a t e s  thus the 

region is c o m p o s e d  o f  an a n o m a l o u s l y  h i g h  c o n c e n t r a t i o n  of 

plate b o u n d a r i e s .  T h i s  h i g h  c o n c e n t r a t i o n  of p l a t e  b o u n d a r i e s  

should a l s o  r e s u l t  in a h i g h e r  t h a n  w o r l d w i d e  a v e r a g e  c o n c e n­

tration  o f  ore d e p o sits. S i m i l a r l y  t h e  size o f  ore d e p o s i t s  

is r e l a t e d  to the total e n e r g y  a n d  m a s s  transfer, t h u s  it is 

e x p e c t e d  t h a t  ore d e p o s i t s  in A l a s k a  m a y  be a n o m a l o u s l y  large 

as w e l l  as a n o m a l o u s l y  n u m e r o u s  p e r  u n i t  area.

T h i s  a n o m a l o u s  size p h e n o m e n o n  is e x e m p l i f i e d  b v  the fact 

that a l t h o u g h  e s s e n t i a l l y  u n e x p l o r e d  A l a s k a  c o n t a i n s  the 

largest s e d i m e n t a r y - e x h a l a t i v e  m a s s i v e  s u l f i d e  d e p o s i t  (Red 

Dog) and the largest o f  the m o l y b d e n u m  p o r p h y r y  type d e p o s i t s  

(Quartz Hill) in the w o r l d .  Also, the A l a s k a  J u n e a u  M i n e  was 

the l a r g e s t  u n d e r g r o u n d  b u l k  m i n e a b l e  g o l d  d e p o s i t  in the 

world. The K e n n e c o t t  M i n e  w a s  a m a i o r  c o p p e r  p r o d u c e r  w i t h  an 

e x t r e m e l y  h i g h  g r a d e  and no a n a l o g u e  d e p o s i t  has b e e n  d i s­

covered in any o t h e r  p a r t  o f  t h e  w orld. The g o l d  p l a c e r  

deposits of F a i r b a n k s  and N o m e  are g i a n t s  bv w o r l d w i d e  s t a n­

dards a n d  p r e c o u r s e r s  to t h e  r e c e n t  m a n o r  lode d i s c o v e r i e s  in 

these two m i n i n g  d i s t r i c t s .  The G o o d n e w s  B av p l a t i n u m  d e p o s i t  

remains the largest U.S. s o u r c e  o f  p l a t i n u m ,  the t in g r a n i t e s  

of the S e w a r d  P e n i n s u l a  c o n t a i n  90 p e r c e n t  of the U.S. tin  

resources, and the N i - C u - C o  d e p o s i t s  o f  B r a d y  G l a c i e r  c o n t a i n  

most of the U.S. r e s o u r c e  o f  cobalt.
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F r o m  the above and from t h e  fact t h a t  h i g h e r  g r a d e  

d e p o sits are d i s c o v e r e d  and u t i l i z e d  first, it can be i n f e r r e d  

that the m a j o r  m i n e r a l  d e p o s i t s  t o  be d i s c o v e r e d  in A l a s k a  

over the next few d e c a d e s  will h a ^ e  t o n n a g e s  and g r a d e s  that 

will g r e a t l y  exceed the w o r l d w i d e  a v e r a g e s .

A s  a final state o f  n a ture it is a s s u m e d  t h a t  ther e w as 

in 1987 legal a c cess to the m i n e r a l  r e s o u r c e s  o n  the M e n t a l  

Health L a nds. F u r t h e r m o r e ,  the T r u s t  w o u l d  act as a n y  o t h e r  

l a n d o w n e r  w i t h  r e s p e c t  to the e c o n o m i c  r e n t  it c h a r g e d  o n  its 

land for m i n e r a l  r e s o u r c e  e x t r a c t i o n  and t h a t  p r u d e n t  m i n e r a l  

i n d u s t r y  d e c i s i o n  m a k e r s  w o u l d  n o t  be a d v e r s e l y  a f f e c t e d  by 

the l i t i g a t i o n  and r e c e n t  l e g i s l a t i o n  w i t h  r e s p e c t  to the 

subject lands.

Delphi M e t h o d

D a l k e y  (1969) d e s c r i b e s  the D e l p h i  M e t h o d  a n d  H a r r i s  

(1984) d e t a i l s  its use in v a r i o u s  m i n e r a l  r e s o u r c e  a p p r a i s a l s .  

For this a p p r a i s a l  w e  s u p p l e m e n t  the D e l p h i  p r o c e d u r e  of 

ADGGS. T h e  m i n e r a l  d e p o s i t  types d e s c r i b e d  in the A D G G S  S t a f f  

R eport (1988) and a s s i g n e d  to the v a r i o u s  p a r c e l s  o f  M e n t a l  

H e alt h T r u s t  L a n d s  w e r e  c o r r e l a t e d  w i t h  the m i n e r a l  d e p o s i t  

m odels o f  Cox and S i n g e r  (1986). T h e  m o d e l s  o f  C o x  a n d  S i n g e r  

(1986) are mu ch m o r e  c o m p r e h e n s i v e  and d e s c r i p t i v e  t h a n  the 

ADGGS m o d e l s  but m o r e  i m p o r t a n t l y  t he f o rmer m o d e l s  i n c l u d e



tonnage a n d  grade d a t a  f r o m  nume r o u s  a n a l o g u e  d e p o s i t s  that 

are c u r r e n t l y  in p r o d u c t i o n  in v a r i o u s  l o c a t i o n s  w o r l d w i d e  

(See A p p e n d i x  A ) .

The s e c o n d  s t e p  o f  t h i s  i n v e s t i g a t i o n  is to c a l c u l a t e  

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

d e p o s i t  type. T h e  c a t e g o r i e s  of p o t e n t i a l  (one t h r o u g h  five) 

a s s i g n e d  b y  A D G G S  to e a c h  p a r c e l  (section) of the s u b i e c t  land 

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

ities.

As p r e v i o u s l y  d i s c u s s e d  the U S G S  m i n e r a l  p o t e n t i a l  

a s s e s s m e n t  in O p e n - F i l e  R e p o r t s  78-1-B t h r o u g h  F (1978) d o  n o t  

d i r e c t l y  p r o v i d e  p r o b a b i l i t i e s  c Z d i s c o v e r y  of c o m m e r c i a l  

deposits. C h a r l e s  R i v e r  A s s o c i a t e s  (1978) c a l c u l a t e  p r o b a b i l­

ities for v a r i o u s  d e p o s i t  types for e a c h  a r e a  o f  t h e  U S G S  

inventory. The e x p e c t e d  n u m b e r  o f  d e p o s i t s  for t h e  v a r i o u s  

areas in the USGS i n v e s t i g a t i o n  r a n g e d  f r o m  0.55 to 51.21. On

a per a c r e  b a s i s  these e x p e c t a t i o n s  c a n  be r e s t a t e d  as p r o b a -

6 5
b ilities t h a t  range f r o m  1 in 1 x 10 to 1 in 3 x 10 .

The a b o v e  p r o b a b i l i t i e s ,  a l t h o u g h  small, a g r e e  w e l l  w i t h  

the range o f  p r o b a b i l i t i e s  for success in r e g i o n a l  e x p l o r a t i o n  

programs for m e t a l l i c  m i n e r a l s  in C a n a d a  arid o t h e r  p a r t s  o f  

the U n i t e d  States ( K o u l o m z i n e  a n d  D a g e n a i s ,  1959; B a i l e v ,  

1964, a n d  Peters, 1978). N o r t h  A m e r i c a n  e x p l o r a t i o n  a c t i v i t y
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over the last 40 years has r e s u l t e d  in the d i s c o v e r y  o f  at 

least one m a j o r  m i n e r a l  d e p o s i t  (gross m i n e r a l  v a l u e  in e xcess 

of $1 billion) for e v e r y  one t h o u s a n d  m i n e r a l  p r o p e r t i e s  

examined. A l t h o u g h  m i n e r a l  p r o p e r t i e s  c o n s t i t u t i n g  a m i n e r a l  

holding have a g r e a t  range in size an a v e r a g e  o f  a b o u t  1000 

acres per p r o p e r t y  is assumed.

In A l a s k a  there have b e e n  a p p r o x i m a t e l y  250 m a j o r  m i n e r a l  

occurrences d i s c o v e r e d  in the l a s t  20 y e a r s  w i t h  l i m i t e d  

mineral e x p l o r a t i o n  activity. Of the 375 m i l l i o n  a c r e s  of 

land in A l a s k a  o n l y  abou t 20 p e r c e n t  is o p e n  to m i n e r a l  e n t r y  

thus the success rate in A l a s k a  is about 3 p e r  m i l l i o n  acres 

(Metz, 1978; B u n d t z e n  et al, 1988).

Within  m i n i n g  distri c t s ,  s u c c e s s  rates m a y  b e  m u c h  h i g h e r  

and may exceed 10 per 100 p r o p e r t i e s  examined. F o r  p r o p e r t i e s  

in m ining d i s t r i c t s  t h a t  h a v e  b e e n  the s u b j e c t  o f  d e t a i l e d  

geochemical and g e o p h y s i c a l  s u rveys the s u c c e s s  r a t e  m a y  r e a c h  

1 in 3 (Koulomzine and D a g e nais, 1959).

Each p arc el (section) of the s u b j e c t  l a n d  is l i s t e d  in 

Appendix B. For each parcel, the various m i n e r a l  d e p o s i t  

types are listed as are the p r o b a b i l i t i e s  of d i s c o v e r y  o f  e a c h  

deposit  type.
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G e o l o g i c  M o d e l s

The g e o l o g i c  m o d e l s  of C o x  and S i n g e r  (1986) w e r e  u s e d  to 

r e p l a c e  the A D G G S  models. The f o r m e r  m o d e l s  ar e d e t a i l e d  

e nough to c h e c k  the A D G G S  a s s i g n m e n t s  of m i n e r a l  d e p o s i t  types 

to e a c h  o f  the p a r c e l s  and the r e l a t i v e  p o t e n t i a l  for t h a t  

d e p o s i t  t y p e  w i t h i n  the parcel.

T h e  A D G G S  i n v e s t i g a t i o n  i n c l u d e d  d e s c r i p t i o n s  of 27 

m i n e r a l  d e p o s i t  m o d e l s  b u t  o n l y  21 w e r e  a c t u a l l y  p r o j e c t e d  to 

o c c u r  in the s u b j e c t  lands. T h e r e  are an a d d i t i o n a l  13 

m i n e r a l  d e p o s i t  m o d e l s  in C o x  a n d  S i n g e r  (1986) t h a t  w e r e  n o t  

c o n s i d e r e d  b y  the A D G G S  s t a f f  and a re listed as follows:

1. D u l u t h  or N o r i l ' s k ,  Cu-Ni-PGE.
2. S y n o r o g e n i c - S v n v o l c a n i c ,  Ni-Cu.
3. A l a s k a  P GE (Cr-Pt) .
4. R e p l a c e m e n t ,  Mn.
5. V o l c a n o g e n i c ,  Mn.
6. V o l c a n o g e n i c ,  U.
7. E p i t h e r m a l ,  Mn.
8. V o l c a n i c  h o s t e d ,  Sn.
9. Simple, Sb.
10. S a n d s t o n e  h o st ed, Pb-Zn.
11. S e d i m e n t a r y ,  Mn.
12. S e d i m e n t a r y ,  P 90_.
13. Beach, Ti.

A l s o  the A D G G S  i n v e n t o r y  d i d  not include i n d u s t r i a l  

m i n e r a l s  suc h as l i m e s t o n e  ( p o r t l a n d  c e m e n t  a nd a g r i c u l t u r a l  

g r a d e s ) , d i m e n s i o n  stone, c l a y s  i n c l u d i n g  kaol in i t e ,  z e o l i t e s  

and h e a v y  m i n e r a l s  such as m o n o z i t e ,  olivine, a n d  zircon. 

A l t h o u g h  some o f  these c a t e g o r i e s  c o u l d  add s i g n i f i c a n t l y  to
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the i n v e n t o r y  s u c h  as A l a s k a  PGE, S i m p l e  Sb, and the h e a w  

m i n erals from b e a c h  deposits s u c h  as t i t a n i u m ,  mo nozite, 

olivine, a n d  zircon, these a d d i t i o n a l  c o m m o d i t i e s  c o u l d  not be 

included in the c u r r e n t  e v a l u a t i o n  d u e  to time and c o s t  

co nstraints . F u t u r e  i n v entories b y  A D G G S  m u s t  i n c l u d e  al l of 

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

m i n e r a l  c o n c e n t r a t e  t h a t  form as b e a c h  d e p o s i t s .  A l a s k a  has 

an e x t r e m e l y  l a r g e  c o a s t a l  area t h a t  c o u l d  b e  a m a j o r  s o u r c e  

of these c o m m o d i t i e s .

To nnage G r a d e  M o d e l s

The t o n n a g e  a n d  grade m o d e l s  f r o m  C o x  a n d  S i n g e r  (1986) 

allow the e s t i m a t i o n  of the g r o s s  m e t a l  v a l u e  o f  each of the 

de p o s i t  typ es (S e e , A p p e n d i x  A) . F o r  the v a r i o u s  reasons 

p r e v i o u s l y  stated, the tonnage a n d  g r a d e  d a t a  u s e d  to c a l c u­

late g r o s s  m e t a l  v a l u e  for e a c h  t y p e  of d e p o s i t  was the 

m i n i m u m  t o n n a g e  a n d  grade of the u p p e r  t e n  p e r c e n t  of all the 

deposit s u s e d  in the tonnage  and g r a d e  m o d e l s .  The u t i l i z a­

tion o f  th ese t o n n a g e  and g r a d e  e s t i m a t e s  can be f u r t h e r  

justified b y  the fact that the t o n n a g e  and g r a d e  m o d e l s  are 

de r i v e d  f r o m  o p e r a t i n g  mines. P u b l i s h e d  t o n n a g e  and g r a d e  

data for o p e r a t i n g  m ine s u s u a l l y  o n l y  i n c l u d e s  m e a s u r e d  

reserves for a t w e n t y  y e a r  or less m i n e  life a n d  not i n d i c a t e d  

or i n f e r r e d  ore. U l t i m a t e  p r o d u c t i o n  m a y  be m a n y  times the 

actual m e a s u r e d  r e s e r v e  of a m i n e  in a n y  t i m e  period. A n
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extreme case is the K e n o  Hill Mine, Yukor T e r r i t o r v ,  C a n a d a  

that has o p e r a t e d  since the late 1 9 20's  w i t h  o n l y  two ye ars of 

proven reserves b l o c k e d  a h e a d  of p r o d u c t i o n .  T h e  m i n e  is the 

largest c u rrent s i l v e r  p r o d u c e r  in C a n a d a  w i t h  t o t a l  p r o d u c­

tion in excess o f  250 m i l l i o n  o u n c e s  b u t  w i t h  p r o v e n  r e s e rves 

of less than  10 m i l l i o n  ounces.

E v e n  at the u p p e r  ten p e r c e n t  l e v e l  the p l a c e r  g o l d  m o d e l  

u n d e r e s t i m a t e s  t h e  t o n n a g e  and g r a d e  of the g i a n t  A l a s k a  

placer d e p o s i t s  s u c h  as F a i r b a n k s  and Nome. F a i r b a n k s  and 

N o m e  h a v e  p r o d u c e d  an o r d e r  o f  m a g n i t u d e  more g o l d  t h a n  the 

largest d e p o s i t s  l i s t e d  for the p l a c e r  model.

The p r o d u c t i o n  of g o l d  f r o m  the T e r t i a r y  c o n t i n e n t a l

elastics o f  the L a s  M e d u l a s  d e p o s i t  o f  n o r t h e r n  S p a i n  was

nearly two o r d e r s  o f  m a g n i t u d e  g r e a t e r  than the largest 

deposits listed i n  the p l a c e r  m o d e l .  There a r e  numer o u s  

T e r t i a r y  c o n t i n e n t a l  c l a s t i c  d e p o s i t s  in A l a s k a  that have

p o t e n t i a l  for L a s  M e d u l a s  size p l a c e r  gold d e p o s i t s  (Metz, 

1985). F u r t h e r m o r e ,  t h e s e  T e r t i a r y  sedi ments a r e  found on 

M ental H e a l t h  T r u s t  L a n d  in the Healv, T v onek, and K enai

P e n i n s u l a  areas. T h e s e  s e d i m e n t s  w e r e  not c o n s i d e r e d  as 

sources o f  p l a c e r  d e p o s i t s  by ADGGS. T h e y  are c o n s i d e r e d  in 

this i n v e s t i g a t i o n  b u t  the gross m e t a l  value e s t i m a t e s  are 

b ased o n  the t o n n a g e  a n d  grade d a t a  from C o x  a n d  S i n g e r  

(1986) . T h e  d i s c o v e r y  o f  one Las M e d u l a s  size p l a c e r  gold
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de p o s i t  on the s u b j e c t  lands w o u l d  m o r e  than d o u b l e  the 

c u r r e n t l y  estimated n e t  p r e s e n t  value.

Cash F l o w  M o d e l s

T h e  gross m e t a l  v a l u e  as o f  A u g u s t  1987 is c a l c u l a t e d  

from the tonnage a n d  g r a d e  data and the London M e t a l  E x c h a n g e  

av e r a g e  m o n t h l y  p r i c e s  (See T a b l e  1) . A mine l i f e  for the 

v a r i o u s  deposit  t y p e s  is e s t i m a t e d  f r o m  the m i n i n g  rates of 

c o m p a r a b l e  deposits a n d  an annual g r o s s  revenue t o  t h e  p r o p­

erty o w n e r  (the Trust) is c a l c u l a t e d  as a net s m e l t e r  r e t u r n  

("NSR") . This NSR m e t h o d s  is an i n d u s t r y  norm  that a v o i d s  the 

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

extrac t i o n ,  mineral b e n e f i c i a t i o n ,  a n d  smelting o r  r e f i n i n g .  

Net s m e l t e r  return r o y a l t i e s  in C a n a d a  a n d  the U.S. r a n g e  from 

2 to 10 percent for l o d e  d e p o s i t s  a n d  10 to 15 p e r c e n t  for 

pl a c e r  deposits. F o r  t h i s  i n v e s t i g a t i o n  4 percent N S R  w i l l  be 

used for lode d e p o s i t s  a n d  a 10 p e r c e n t  N S R  will b e  u s e d  for 

p l a c e r  m i n e r a l i z a t i o n .  T h e s e  r o y a l t y  rates then a l l o w  the 

c a l c u l a t i o n  of a g r o s s  a n n u a l  r e v e n u e  to the T r u s t  f r o m  each 

de p o s i t  type (See T a b l e  2).

This method o f  c a l c u l a t i n g  c a s h  f l o w  to the T r u s t  does 

not i g n o r e  the e c o n o m i c  c o n s t r a i n t s  o f  cost or t h e  m i n i m u m  

r e q u i r e d  rate of r e t u r n  on i n v e s t m e n t  of the o p e r a t i n g  m i n i n g  

company. First, the a s s u m p t i o n  t h a t  the deposits a r e  in the

- 2 3 -



upper ten percent o f  t h o s e  w o r l d w i d e  assures that t h e  g r o s s  

revenue g e n e r ated by t h e s e  d e p o s i t s  w i l l  be g r e a t e r  than 90 

percent of the o p e r a t i n g  m i n e s  w o r l d w i d e .

S e con d, the p r o b a b i l i t i e s  t h a t  w e r e  used to c a l c u l a t e  

e x p e c t a t i o n s  were not j u s t  p r o b a b i l i t i e s  of d i s c o v e r y  b u t  w e r e  

p r o b a b i l i t i e s  of the d i s c o v e r y  o f  w o r l d  class s i z e  e c o n o m i c  

c o n c e n t r a t i o n s  of m e t a l .  The e c o n o m i c  v i a b i l i t y  of the 

d e p o s i t s  t h a t  are e x p e c t e d  to b e  d i s c o v e r e d  on t h e  s u b i e c t  

lands is also e n h a n c e d  by two m a j o r  factors. F i r s t ,  the 

Mental H e a l t h  Trust L a n d s  are .located p r i m a r i l y  n e a r  p o p u l a­

tion c e n t e r s  with e s t a b l i s h e d  i n f r a s t r u c t u r e  thus d e c r e a s i n g  

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

tions. Second, two o f  these p o p u l a t i o n  centers, J u n e a u  a n d  

Fairbanks, were e s t a b l i s h e d  as m i n i n g  c o m m u n i t i e s .  T h e  

p o t e n t i a l  for major o r e  d e p o s i t s  in t h e s e  areas is m u c h  h i g h e r  

than t h a t  for areas o u t s i d e  the se h i s t o r i c  m i ning d i s t r i c t s .  

In fact, the five h i g h e s t  p o t e n t i a l  c e l l s  defined b y  H a r r i s  

(1968) w e r e  located a d j a c e n t  to J u n e a u  (2 cells) and F a i r b a n k s  

(3 c e l l s ) .

T hird, the m a j o r  p o p u l a t i o n  c e n t e r s  of A l a s k a  ar e c u r­

rently e x p eri encing l o w  c ost e l e c t r i c a l  energy r e l a t i v e  to 

other m i n e r a l  p r o d u c i n g  centers in w e s t e r n  C a n a d a  and the 

U.S.A. F o r  instance, c o m m e r c i a l  r a t e s  in F a i r b a n k s  are 

a p p r o x i m a t e l y  $ 0 . 0 5 / k w - h r  w h i l e  in Elko, N e v a d a  (a m a j o r  g o l d
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mi n i n g  center), the r a t e  is 50 p e r c e n t  h i g h e r  at S 0 . 0 7 5 / k w - h r  

(Schumacher, 1987). Simila r l y ,  fuel oil and g a s o l i n e  are 

ch eaper in b o t h  F a i r b a n k s  and A n c h o r a g e  t h a n  in Elko. W i t h  

high u n e m p l o y m e n t ,  w a g e  rates are l o w e r  in A l a s k a  t h a n  they 

are in m o s t  of the a c t i v e  m i n i n g  c e n t e r s  in w e s t e r n  C a n a d a  and 

the U.S.A. The e x p e c t a t i o n s  of l o w  o p e r a t i n g  c o s t s  a nd the 

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

act as a n  i n c e ntive f o r  m a j o r  c o m p a n i e s  to i n v e s t  in m i n e r a l  

e x p l o r a t i o n  and d e v e l o p m e n t  on the s u b j e c t  lands.

Net P r e s e n t  V alue E s t i m a t e

T h e  fair m a r k e t  v a l u e  of the s u b j e c t  lands is the net

present v a l u e  of the c a s h  flow t h a t  c a n  be e x p e c t e d  f r o m  the

land o v e r  the p e r i o d  o f  m i n e r a l  r e s o u r c e  u t i l i z a t i o n .  In the 

tonnage and grade m o d e l s  and in t h e  c a s h  fl ow m o d e l s  it is 

assumed that the t o t a l  e n d o w m e n t  o f  a g i v e n  d e p o s i t  is k n o w n  

and fixed. As p r e v i o u s l y  d i s c u s s e d  m i n e r a l  d e p o s i t s  m a y  

produce m i n e r a l s  for s e v e r a l  m u l t i p l e s  o f  the e s t i m a t e d  m i n e  

life. M i n i n g  d i s t r i c t s  a n d  m e t a l l o g e n i c  p r o v i n c e s  t e n d  to act 

as a s o urc e of m a t e r i a l  flow  r a t h e r  t h a n  as a s o u r c e  of a 

fixed o r  limited s t o c k  (Brooks, 1976; Morse, 1976). The 

q u e s t i o n a b l e  total e x h a u s i b i l i t y  o f  the s u b j e c t  lands not 

withst a n d i n g ,  it is a s s u m e d  t h a t  the cash flows w i l l  be

d i s c o u n t e d  over the m i n i m u m  e x p e c t e d  m i n e  life for each

deposit type.
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The net p r e s e n t  v a l u e  of the e x p e c t e d  n e t  s m e l t e r  returns 

depends on the s e l e c t i o n  of an a p p r o p r i a t e  i n t e r e s t  rate. 

Ar g u ments can be m a d e  for u t i l i z i n g  the p r i m e  l e n d i n g  rate, 

the a v e r a g e  rate of r e t u r n  on c a p i t a l  for t h e  in dustry, or a 

rate t h a t  the o wners o f  the r e s o u r c e  m a y  r e c e i v e  o n  i n v e s t e d  

capital. Prime l e n d i n g  rates h a v e  f l u c t u a t e d  d r a m a t i c a l l y  

over the last two d e c a d e s  and h a v e  r a n g e d  f r o m  less t h a n  5 to 

over 20 p e r c e n t  s i n c e  W o r l d  W a y  II. R a t e s  of r e t u r n  on 

capital in the m i n i n g  i n d u s t r y  o v e r  the same p e r i o d  ha ve 

averaged just above 5 percent. F o r  this i n v e s t i g a t i o n  an 

interest rate of 10 p e r c e n t  is a s s u m e d  a n d  is c o n s i d e r e d  to be 

conservative.

A p p e n d i x  C is a n  e x a m p l e  o f  the c a l c u l a t i o n  o f  an e x­

pected v a l u e  of a p a r c e l  of land.

The net p r e s e n t  v a l u e  of t h e  e x p e c t e d  4 p e r c e n t  N S R  

royalty is l isted for e a c h  p a r c e l  o f  land in A p p e n d i x  B. The 

total o f  the e x p e c t e d  n e t  p r e s e n t  v a l u e s  for all p a r c e l s  is 

$1,51 billion. T h i s  is the e s t i m a t e d  fair m a r k e t  m e t a l l i c  

mineral v a l u e  of the s u b j e c t  lands.

Th i s  v a l u e  is c o n s i d e r e d  a m i n i m u m  e s t i m a t e  for the 

following reasons:



1. Not all p o s s i b l e  m e t a l l i c  m i n e r a l  d e p o s i t  type s w e r e  

co n s i d e r e d  a n d  no i n d u s t r i a l  m i n e r a l  d e p o s i t s  w e r e  

considered.

2. The tonnage a n d  g r a d e  m o d e l s  a l t h o u g h  for the u p p e r  

ten p e r c e n t  of all d e p o s i t s  do not r e f l e c t  the

u l t i m a t e  r e c o v e r a b l e  m e t a l  from the v a r i o u s  d e p o s i t  

types.

3. The d i s c o v e r y  o f  a s i n g l e  w o r l d  c l a s s  size p l a c e r  

de p o s i t  s i m i l a r  to F a i r b a n k s  or N o m e  w o u l d  s u b s t a n­

tia l l y  i n c r e a s e  the n e t  p r e s e n t  w o r t h  w h i l e  the

d i s c o v e r y  o f  a Las M e d u l a s  size d e p o s i t  w o u l d

increase the n e t  p r e s e n t  w o r t h  by 50 p e r cent .

4. The interest r a t e  of 10 p e r c e n t  is v e r y  c o n s e r v a­

tive.

M u l t i p l i e r  Effects

M a j o r  m i n e r a l  d i s c o v e r i e s  h a v e  had d r a m a t i c  e f f e c t s  on 

the e c o n o m i e s  of n a t i o n s  a n d / o r  e n t i r e  regions. T h e  d i s c o v e r y  

of  v a s t  q u a n t i t i e s  of p r e c i o u s  m e t a l s  in the A m e r i c a s  in the 

16th c e n t u r y  g r e a t l y  s t i m u l a t e d  the e c o n o m y  of S p a i n  a nd that  

of all o f  w e s t e r n  Europe. T he d i s c o v e r y  of oil in the M i d d l e  

East in the 20th c e n t u r y  has c h a n g e d  the e c o n o m i c  s t r u c t u r e  of 

the host c o u n tries as w e l l  as the e c o n o m i c  s t r u c t u r e s  o f  all 

free m a r k e t  countries.
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T h e  q u a n t i f i c a t i o n  of t h e s e  e f f e c t s  is d i f f i c u l t  a n d  n o t  

u n e q u i v o c a l .  The e f f e c t s  are less d r a m a t i c  for m i n e r a l s  t h a n  

for p e t r o l e u m  d e v e l o p m e n t  a n d  are d e p e n d e n t  o n  the d e g r e e  o f  

p r o c e s s i n g ,  refining, f a b r i c a t i o n ,  or m a n u f a c t u r i n g  t h a t  takes  

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

i n d u s t r i a l i z e d  e c o n o m i e s  t h a t  are a l s o  m i n e r a l  p r o d u c e r s  h a v e  

b e e n  estima t e d .  F r o m  the C a n a d i a n  e x p e r i e n c e  the e f f e c t s  

r ange f r o m  three to m o r e  t h a n  5 t i m e s  the v a l u e  of the m i n e r a l  

c o m m o d i t i e s  produced.

M u l t i p l e  Use Values

D u r i n g  the e x p l o r a t i o n  p h a s e  of m i n e r a l  u t i l i z a t i o n ,  

large t r a c t s  of land (up to o n e  m i l l i o n  acres) m a y  be r e q u i r e d  

to s u p p o r t  a single m a j o r  d i s c o v e r y .  D u r i n g  this p hase, o t h e r  

uses g e n e r a l l y  can t a k e  p l a c e  on t h e  land w i t h o u t  m a t e r i a l l y  

a f f e c t i n g  the e x p l o r a t i o n  p r o c e s s .  U p o n  d i s c o v e r y ,  the land 

area r e q u i r e d  for m i n e r a l  d e v e l o p m e n t  is r e d u c e d  to s e v e r a l  

t h o u s a n d  or even s e v e r a l  h u n d r e d  acres. D u r i n g  this ph ase, 

s ingl e u s e  will o c c u r  at the m i n e  and m i l l  site. A f t e r  

e x t r a c t i o n  these areas m a y  a g a i n  r e t u r n  to m u l t i p l e  use. 

(Examples include the iron r a n g e s  o f  Michigan , W i s c o n s i n ,  and 

M i n n e s o t a ,  the Pb-Zn d i s t r i c t s  o f  the M i s s i s s i p p i  V a l l e y ,  a n d  

the p r e c i o u s  m etal m i n i n g  a r e a s  o f  the C o l o r a d o  M i n e r a l  Belt, 

all of w h i c h  are m a j o r  r e c r e a t i o n a l  areas today.) In e x t r e m e  

cases t h e  land m a y  be c o n v e r t e d  i n t o  a s i ngle use s u c h  as
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n a t i o n a l  p a r k s ,  w i l d e r n e s s  a r e a s  o r  w i l d l i f e  r e f u g e s  ( e x a m p l e s  

i n c l u d e  I s l e  R o y a l  N a t i o n a l  M o n u m e n t ,  m a j o r  h i s t o r i c  c o p p e r  

m i n i n g ?  D e a t h  V a l l e y  N a t i o n a l  M o n u m e n t ,  c u r r e n t  a n d  h i s t o r i c  

i n d u s t r i a l  m i n e r a l  m i n i n g ?  W r a n g e l - S t .  E l i a s  N a t i o n a l  P a r k ,  

c o p p e r  a n d  g o l d  m i n i n g ) .

A t  t h e  l o c a l  l e v e l s  t h e  e f f e c t s  o f  m i n e r a l  u t i l i z a t i o n  

a r e  m o r e  o b v i o u s  w i t h  t h e  f o r m a t i o n  o f  t o w n  a n d  e v e n  m a j o r  

c i t i e s  ( S a n  F r a n c i s c o ,  C a l i f o r n i a ?  S u d b u r y ,  O n t a r i o ?  D e n v e r ,  

C o l o r a d o ;  J o h a n n e s b u r g ,  S o u t h  A f r i c a ?  B u t t e ,  M o n t a n a ?  S p o k a n e ,  

W a s h i n g t o n ?  J u n e a u ,  A l a s k a ?  W h i t e h o r s e ,  Y u k o n  T e r r i t o r y ?  

F a i r b a n k s ,  A l a s k a )  t o  s u p p o r t  m i n e r a l  e x p l o r a t i o n  a n d  e x t r a c ­

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

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

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

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

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

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

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

a c q u i s i t i o n  c o s t  o f  t h e  m i n e r a l  e s t a t e .  A s  a n  e x a m p l e ,  t h e  

p r e d e c e s s o r  o f  A l a s k a  G o l d  C o m p a n y  c o n s o l i d a t e d  t h e  p l a c e r  

g o l d  p r o p e r t i e s  o f  t h e  F a i r b a n k s  D i s t r i c t  i n  t h e  1 9 2 0 's t o  

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

w e r e  p u r c h a s e d  a t  S 1 0 0  p e r  a c r e .  R e c e n t l y ,  t h e  r e c l a i m e d  

d r e d g e  a r e a s  h a v e  b e e n  s o l d  f o r  m o r e  t h a n  $ 1 0 , 0 0 0  p e r  a c r e .
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I n  t e r m s  o f  c o n s t a n t  d o l l a r s  (CPI 1 9 2 0 - 1 9 9 7  = 5 1 9 . 4 ) ,  t h i s  is 

a b o u t  20 t i m e s  t h e  o r i g i n a l  m i n e r a l  v a l u e  o f  t h e  l a n d .

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

r e c o g n i z e d  f o r  d e c a d e s .  I n  1 9 7 7 ,  C o n g r e s s  p a s s e d  t h e  S u r f a c e  

M i n i n g  A c t  t o  e n s u r e  c o n t i n u e d  p r o d u c t i v i t y  o f  l a n d  a f t e r  

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

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

p r o d u c t i v i t y .

F r o m  t h e  a b o v e  d i s  ' u s s i o n  i t  m u s t  b e  e m p h a s i z e d  t h a t  

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

e x c l u s i v e  o f  t h e  o t h e r .

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

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

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

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

l a n d  u s e  p o l i c y  d e c i s i o n s  a f f e c t i n g  t h e  A l a s k a  M e n t a l  H e a l t h  

T r u s t  L a n d s .
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P a r t  II —  Coal R e s o u r c e s

P r e v i o u s  I n v e s t i g a t i o n s

M e r r i t t  a n d  B e l o w i c h  (1988) r e v i e w  t h e  p o t e n t i a l  c o a l  

r e s o u r c e s  o n  A l a s k a  M e n t a l  H e a l t h  L a n d s .  A l s o  i n c l u d e d  i n  

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

q u a d r a n g l e .  H o w e v e r ,  n o  e s t i m a t e s  a r e  m a d e  o f  t h e  p o t e n t i a l  

t o n n a g e s  o f  c o a l  o r  t h e  c o n t r i b u t i o n  o f  c o a l  t o  t h e  v a l u e  o f  

e i t h e r  t h e  T r u s t  o r  R e p l a c e m e n t  P o o l  L a n d s .

M e t h o d o l o g y

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

m e t a l l i c  m i n e r a l  r e s o u r c e s .  C o a l ,  l i k e  i n d u s t r i a l  m i n e r a l s ,  

is u s u a l l y  s o l d  t o  a s p e c i f i e d  f i n a l  c o n s u m e r  (i.e. s t e a m  c o a l  

t o  a u t i l i t y  o r  m e t a l l u r g i c a l  c o a l  t o  a s t e e l  m i l l ) . C o a l  h a s  

a m a r k e t  b e c a u s e  i t  m e e t s  a p a r t i c u l a r  m e t a l l u r g i c a l  s p e c i f i ­

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

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

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

s e n s i t i v e  t o  t h o s e  m a r k e t s .  M o s t  o f  t h e  p o t e n t i a l  c o a l  

r e s o u r c e s  o f  t h e  s u b j e c t  l a n d s  a r e  l o w  r a n k  s t e a m  c o a l s  a n d  

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

c o a l .
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C u r r e n t l y  t h e  A l a s k a  m a r k e t  f o r  c o a l  is v e r y  s m a l l  w i t h  

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

m a r k e t  is s m a l l  c o m p a r e d  t o  t h e  t o t a l  p o t e n t i a l  P a c i f i c  R i m  

s u p p l y .  A s  a n  e x a m p l e ,  u p  t o  S e p t e m b e r  1 9 8 7  A u s t r a l i a ,  t h e  

l a r g e s t  e x p o r t e r  o f  c o a l  i n  t h e  P a c i f i c  R i m ,  h a d  a 30 p e r c e n t  

e x c e s s  c a p a c i t y  o v e r  i t s  m a r k e t s  w h i l e  o n l v  o p e r a t i n g  i t s  

m i n e s  o n  a s i n g l e  e i g h t  h o u r  s h i f t  s i x  d a y s  p e r  w e e k .  M o s t  

c o a l  m i n e s  o p e r a t e  24 h o u r s  p e r  d a y  s e v e n  d a y s  p e r  w e e k .

I n  o r d e r  t o  e s t a b l i s h  a v a l u e  t o  a g i v e n  p o t e n t i a l  c o a l  

m i n i n g  s i t e ,  a m a r k e t  m u s t  b e  d e f i n e d .  M a r k e t s  f o r  c o a l  f r o m  

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

D o m e s t i c  m a r k e t s  f o r  c o a l  i n  a d d i t i o n  t o  t h o s e  s e r v e d  b y  

t h e  U s i b e l l i  C o a l  M i n e  a r e  l i m i t e d  b y  t h e  c u r r e n t  e x c e s s  p o w e r  

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

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

H y d r o e l e c t r i c  P r o j e c t  w i l l  e x a c e r b a t e  t h e  o v e r s u p p l y  s i t u ­

a t i o n .

E x c e s s  e l e c t r i c  p o w e r  s u p p l y  i n  t h e  R a i l b e l t  a n d  t h e  

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

o f  s e v e r a l  l a r g e  s c a l e  o p e n - p i t  m e t a l  m i n e s .  A  1 0 , 0 0 0  t o n  p e r  

d a y  m i n i n g  a n d  m i l l i n g  o p e r a t i o n  w o u l d  c o n s u m e  15 t o  20 

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

e x c e s s  c a p a c i t y  i n  t h e  H e a l v - F a i r b a n k s  a r e a .

-32-



.■ 'i:

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

A l a s k a  i n c l u d i n g  t h e  G r e e n s  C r e e k  M i n e ,  t h e  A l a s k a  J u n e a u  M i n e  

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

a n  e l e c t r i c  p o w e r  s h o r t a g e  i n  t h e  n e a r  f u t u r e .  C o a l  f i r e d  

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

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

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

O t h e r  d o m e s t i c  c o a l  m a r k e t s  m a y  i n c l u d e :

1. S m a l l  s c a l e  p o w e r  p l a n t s  i n  s u p p o r t  o f  m i l i t a r y  

p r o j e c t s  s u c h  a s  t h e  A i r  F o r c e ' s  O v e r - t h e - H o r i z o n  

R a d a r  S y s t e m .

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

A s s u m i n g  t h a t  a c o a l  d e m a n d  o f  1 5 0 , 0 0 0  t o n s  p e r  y e a r  

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

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

c o a l  r e s o u r c e s  c a n  b e  c a l c u l a t e d .  I n  o r d e r  to c o m p l e t e  s u c h  a 

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

1. T h e  r e v e n u e  t o  a c c r u e  t o  t h e  p r o p e r t y  o w n e r  ( t h e  

T r u s t )  w o u l d  b e  a r o y a l t y  b a s e d  o n  t h e  v a l u e  o f  t h e  

c o a l  d e l i v e r e d .

2. T h e  a b o v e  r o y a l t y  w o u l d  b e  6 . 2 5  p e r c e n t  ( w h i c h  is 

g r e a t e r  t h a n  t h e  c u r r e n t  s t a t e  r o y a l t y  r a t e  b u t  o n l y  

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

l a n d s .

4. T h e  p r o j e c t  l i f e  is t w e n t y  y e a r s .

5. T h e  i n t e r e s t  r a t e  a t  w h i c h  t h e  c a s h  f l o w  is d i s ­

c o u n t e d  is 10 p e r c e n t .

6. T h e  p r i c e  o f  c o a l  is $ 4 0  p e r  t o n  ( c o m p a r a b l e  t o  t h e  

$ 4 5  p e r  t o n  f o r  t h e  O v e r - t h e - H o r i z o n  R a d a r  P r o j e c t ) .

7. T h e r e  is n o  d i f f e r e n t i a l  i n f l a t i o n  o v e r  t h e  l i f e  o f

t h e  p r o j e c t .

T h e  n e t  p r e s e n t  v a l u e  o f  t h e  c a s h  f l o w  t o  t h e  T r u s t  w o u l d  

b e  $ 3 . 2  m i l l i o n .  W i t h  t h e  l a r g e  q u a n t i t i e s  o f  c o a l  o n  a d j a ­

c e n t  s t a t e  a n d  f e d e r a l  l a n d s  in A l a s k a  i t  is p r o b a b l y  u n r e a l ­

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

to c o m e  f r o m  T r u s t  l a n d s .

N e t  P r e s e n t  V a l u e  E s t i m a t e

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

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

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

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

e q u i v a l e n t  t o  t h e  c u r r e n t  p r o d u c t i o n  o f  1 . 5  m i l l i o n  t o n s  f r o m  

t h e  U s i b e l l i  C o a l  M i n e ,  t h a t  t h e  n e t  p r e s e n t  v a l u e  o f  c o a l  

r e s o u r c e s  t o  t h e  T r u s t  is s m a l l .  T h e r e  is a n  e x t r e m e l y  s m a l l  

p r o b a b i l i t y  t h a t  t o t a l  d e m a n d  w i l l  i n c r e a s e  t o  3 . 0  m i l l i o n
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t o n s  p e r  y e a r  a n d  t h e r e  is e v e n  a s m a l l e r  p r o b a b i l i t y  t h a t  t h e  

i n c r e a s e  w i l l  b e  p r o d u c e d  f r o m  M e n t a l  H e a l t h  T r u s t  L a n d s .  T h e  

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

T r u s t  l a n d s  i s  e s t i m a t e d  a t  $ 3 . 2  m i l l i o n .
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P a r t  III —  S a n d  and G r a v e l  (Aggregate) R e s o u r c e s

P r e v i o u s  I n v e s t i g a t  U  '_s

R e g e r  ( 1 9 8 8 a  a n d  1 9 8 8 b )  d e s c r i b e d  t h e  p o t e n t i a l  f o r  s a n d  

a n d  g r a v e l  on t h e  s u b j e c t  l a n d s  a n d  t h e  R e p l a c e m e n t  L a n d s .  

A l s o  i n c l u d e d  i n  ( R e g e r  1 9 8 8 b )  a r e  r e f e r e n c e s  w i t h  r e s p e c t  t o  

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

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

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

l a n d s  w e r e  p r o v i d e d  b y  e i t h e r  R e g e r  ( 1 9 8 8 a  a n d  1 9 8 8 b )  o r  b y  

t h e  a u t h o r s  o f  t h e  r e f e r e n c e s  c i t e d .

M e t h o d o l o g y

S a n d  ar.d g r a v e l ,  a s  o t h e r  i n d u s t r i a l  m i n e r a l  r e s o u r c e s ,  

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

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

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

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

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

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

t r i a l  m i n e r a l s  i n c l u d i n g  s a n d  a n d  g r a v e l .  I n d u s t r i a l  m i n e r a l s  

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

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

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

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

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

w i t h  r e s p e c t  t o  q u a l i t y .  T h e s e  f a c t o r s  l i m i t  t h e  i n - s i t u  

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

m a r k e t .

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

s u p p l y  i n  A l a s k a  i s  e n o r m o u s .  E v e n  t h o u g h  t h e  t o t a l  e n d o w m e n t  

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

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

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

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

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

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

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

m i c  t r a n s p o r t  o f  s a n d  a n d  g r a v e l  u p  t o  50 m i l e s .  I n  t h e  c a s e  

o f  p e t r o l e u m  d e v e l o p m e n t  o n  t h e  N o r t h  S l o p e  o f  A l a s k a  m a t e r i a l  

w a s  h a u l e d  i n  e x c e s s  o f  1 0 0  m i l e s .  H o w e v e r  t h i s  is a r e l a ­

t i v e l y  r a r e  e v e n t  a n d  p r e d i c a t e d  o n  e n v i r o n m e n t a l  a s  w e l l  as 

e c o n o m i c  c o n s i d e r a t i o n s .

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

g i v e n  s i t e  h a s  z e r o  v a l u e .  D e f i n i n g  m a r k e t s  o v e r  a t w e n t y  

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

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

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

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

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

as t h e  S t a t e  o f  A l a s k a  a n d  t h e  f e d e r a l  g o v e r n m e n t .  S i n c e  m u c h

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

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

t h e  s a n d  a n d  g r a v e l  r e s o u r c e s  o n  t h e  s u b j e c t  l a n d s .

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

d i s c o v e r y  a n d  d e v e l o p m e n t  o f  o i l  i n  A l a s k a .  P r i o r  t o  1 9 6 2  

a n n u a l  c o n s u m p t i o n  f l u c t u a t e d  n e a r  5 m i l l i o n  t o n s  (3.5 m i l l i o n  

c u b i c  y a r d s )  p e r  y e a r .  F r o m  1 9 6 3  t o  1 9 7 3  t h e  a n n u a l  f i g u r e s  

a p p r o a c h e d  20 m i l l i o n  t o n s  (14 m i l l i o n  c u b i c  y a r d s ) . W i t h  t h e  

c o n s t r u c t i o n  o f  t h e  T r a n s - A l a s k a  P i p e l i n e  h a u l  r o a d  a n d  t h e  

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

o v e r  1 1 0  m i l l i o n  t o n s  (78 m i l l i o n  c u b i c  y a r d s )  i n  1 9 7 4  t o  

a b o u t  20 m i l l i o n  t o n s  (14 m i l l i o n  c u b i c  y a r d s )  i n  1 9 8 5 .  

L e v e l s  o f  c o n s u m p t i o n  w o u l d  h a v e  c o n t i n u e d  t o  d e c r e a s e  i n  1 9 8 6  

a n d  1 9 8 7  w i t h o u t  t h e  m a j o r  m i n e r a l  d e v e l o p m e n t s  a t  t h e  R e d  D o g  

a n d  G r e e n s  C r e e k  M i n e s  ( B u n d t z e n  e t  a l ,  1 9 8 8 ) .

T h e  p r i c e  l e v e l s  f o r  s a n d  a n d  g r a v e l  i n  1 9 8 7  r a n g e d  f r o m  

$ 2 . 4 0  t o  $ 1 0 . 5 0  p e r  t o n  ( $ 3 . 4 0  t o  $ 1 4 . 9 0  p e r  c u b i c  y a r d s ) ,  

w i t h  a w e i g h e d  a v e r a g e  p r i c e  o f  $ 3 . 0 0  p e r  t o n  ( $ 4 . 2 5  p e r  c u b i c

- 3 8 -



y a r d ) . R o y a l t y  p a v m e n t s  to l a n d  o w n e r s  p r o b a b l y  a v e r a g e d  

S O . 30 p e r  t o n  ( S O . 43 p e r  c u b i c  y a r d ) .

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

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

m a d e :

1. A n n u a l  c o n s u m p t i o n  o f  s a n d  a n d  g r a v e l  o v e r  t h e  n e x t

t w e n t y  y e a r s  w i l l  b e  a t  l e a s t  20 m i l l i o n  t o n s  (14 

m i l l i o n  c u b i c  y a r d s ) .

.2. T h e r e  w i l l  b e  n o  d i f f e r e n t i a l  i n f l a t i o n  w i t h  r e s p e c t

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

1 9 8 7  is a f a i r  m a r k e t  p r i c e .

3. W i t h  n o  m a j o r  m a r k e t i n g  e f f o r t  b y  t h e  T r u s t  ( C a s e

I ) , 5 p e r c e n t  o f  t h e  p r o d u c t i o n  i n  A l a s k a  w i l l  c o m e  

f r o m  t h e  M e n t a l  H e a l t h  l a n d s .

4. W i t h  a m a j o r  m a r k e t i n g  e f f o r t  b y  t h e  T r u s t  ( C a s e

II) , 50 p e r c e n t  o f  t h e  p r o d u c t i o n  i n  A l a s k a  w i l l  

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

5. T h e r e  e x i s t s  a d e q u a t e  s a n d  a n d  g r a v e l  r e s o u r c e s  o n  

t h e  T r u s t  l a n d s  to m e e t  t h e  l a r g e s t  l e v e l s  o f  

d e m a n d .

N e t  P r e s e n t  V a l u e  E s t i m a t e

C a s e  I . A s s u m i n g  t o t a l  a n n u a l  s t a t e w i d e  c o n s u m p t i o n  o f  

20 m i l l i o n  t o n s  (14 m i l l i o n  c u b i c  y a r d s ) , a r o y a l t y  p a y m e n t  o f
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$ 0 . 3 0  p e r  t o n  ( $ 0 . 4 2  p e r  c u b i c  y a r d ) ,  a m a r k e t  s h a r e  o f  5 

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

10 p e r c e n t ,  t h e  n e t  p r e s e n t  v a l u e  o f  s a n d  a n d  g r a v e l  r e s o u r c e s  

is $ 2 . 5 5  m i l l i o n .

C a s e  I I . W i t h  t h e  s a m e  a s s u m p t i o n s  a s  C a s e  I e x c e p t  a 50 

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

g r a v e l  r e s o u r c e s  is $ 2 5 . 5 4  m i l l i o n .  T h e  m o s t  p r o b a b l e  s c e n ­

a r i o  w o u l d  b e  a m a r k e t  s h a r e  o f  20 t o  30 p e r c e n t ,  w i t h  a n e t  

p r e s e n t  v a l u e  o f  a b o u t  $ 1 3  m i l l i o n .  I n  a n y  c a s e  t h e  c o n t r i b u ­

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

is s m a l l .  T h e  c o n t r i b u t i o n  h o w e v e r  w i l l  i n c r e a s e  w i t h  t h e  

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

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

C r e e k  a n d  R e d  L o g  M i n e s ,  d e m a n d  i s  e x p e c t e d  t o  i n c r e a s e  w i t h  

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

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

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

t o t a l  o f  M e n t a l  H e a l t h  T r u s t  L a n d s  w i l l  r e m a i n  s m a l l .



Part IV —  S u m mary a n d  C o n c l u s i o n s

T h e  e x p e c t e d  f a i r  m a r k e t  v a l u e  o f  t h e  A l a s k a  M e n t a l  

H e a l t h  L a n d s  w i t h  r e s p e c t  t o  m e t a l l i c  m i n e r a l s ,  c o a l ,  a n d  s a n d  

a n d  g r a v e l  is $ 1 , 5 0 6  m i l l i o n ,  $ 3 . 2  m i l l i o n ,  a n d  $ 1 3  m i l l i o n ,  

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

$ 1 , 5 2 2  m i l l i o n .

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

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

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

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

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

t a i n t y  i n  t h e  v a l u e  e s t i m a t e s .

A s  d e f i n e d  i n  s t a t e  law, t h e  f a i r  m a r k e t  v a l u e  o f  t h e  

M e n t a l  H e a l t h  T r u s t  c o r p u s  is 8 p e r c e n t  o f  t h e  f a i r  m a r k e t  

r e n t a l  v a l u e  o f  t h e  l a n d .  F r o m  t h e  a b o v e ,  t h e  f a i r  m a r k e t  

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

a t  $ 1 2 1 . 8  m i l l i o n .
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FY 91 MENTAL HEALTH TRUST INCREMENTS I

PROGRAM AMHB
REQUEST

DHSS
REQUEST

GOV FY 91 
INCREMENT

HOUSE
ADDON

TOTAL
Gov+House

HEALTH & SOCIAL SERVICES
Comm Mental Health Grants

MH Comprehensive Services 1,500.00
MH Anchorage Crisis Facility 793.70 700.00 700.00
MH Prevention: Fund Additional Programs 100.00 50.00
MH Maintain Clinic Services 481.60 481.60 481.60 481.60
MH Child S Adolesc. Serv.: Unmet need 750.00
MH Institutional Discharge/ Kids 500.00 312.50 100.00 412.50
MH Day Treatment for Youth 150.00 150.00 150.uO
MH Victims cl Family Violence -400.00 -400.00 -400.00

Designated Evaluation & Treatment
MH Short Term Hospital/Volunt Commit 350.00 100.00 100.00 100.00

SVCS to CMI
MH Comm. Support Cerv: Red Unmet Need 3,500.00
MH Institutional Discharge/Adults 1,286.10 250.00 1,000.00 1,250.00
MH Replace Fed$-Crossover House 206.30 206.30 -100.00 106.30
MH OBRA-Nursing Home Discharges 500.00 500.00 500.00 500.00
MH Forensics Hallway House 400.00 400.00 400.00 400.00
MH OBRA-Active Treatment 200.00 200.00 200.00 200.00

MH Admin
MH Increase Admin Support Staff 100.00 100.00 100.00 100.00
MH Management Info System 250.00 225.00 225.00 225.00
CJ OBRA DD Specialist 32.50 32.50 32.50
CO Admin/ Quality Assurance 105.00 60.00
ALL Addrsss Human Resource Dev Needs 200.00 200.00
MH Planning 150.00

Reduce Needs Assessment Funding -50.00 -50.00
Replace lost fed$ for planner 80.00 80.00

QAC Respite Care/ Alzheimers/RSA to OAC 500.00 500.00 150.00 150.00
Emphasize Small Communities

Community DD Grants
CO OBRA- Active Treatment 70C.00 700.00 700.00 700.00
CO DD Residential Services: Unmet Need 855.00 705.00 200.00 500.00 700.00
CO DD Vocational Services: Unmet Need 750.00 700.00 500.00 200.00 700.00
CO Case Managers for DD Clients 250.00 200.00
CO DD Respite Services 650.00 400.00 200.00 300.00 500.00

Health Grants
CD Infant Learning 425.00 1,120.60 200.00 600.00 800.00
DO Strengthen Child Care/DD 159.00
CO Improve Homemaker Services 150.00
CO Data Process Clerk 22.00 21.80
CO Statewide Database for DD 45.00 45.00

Foster Care
MH Treatment Services 400.00 400.00 400.00

API
MH Nurses Reclassification 266.80 266.80 266.80 266.80
MH Strengthen Treatment at API 8.50 8.50

AK Youth Initiative
MH Increase Service Capacity 225.00 300.00 300.00 300.00
MH Western Region Coordinator 75.00

SOADA
ALC Detoxification Centers 2,000.00 1,830.00 600.00 400.00 1,000.00
ALC Long Term Treatment Beds 1,003.65 1,003.70 500.00 500.00
ALC Resident Care for Preg Women 270.00 270.00 200.00 448.20 648.20
ALC Service Level Maintenance 458.40 458.40
Ml Additional EMS Patrols 640.00 200.00
ALC Hospital Emergency & Detox 750.00 470.00
ALC Coord for Ale & Drug Ab Advisor Bd 88.60

AMHB
MH Position Reclassify 20.00
MH Study MH Researh & Training Institute 25.00

QH&SS TOTAL 18,456.55 14,195.20 6,024.70 5,306.60 11,331.30

Rep Boyer 
18-Mar-90



^FY^IJUEMTAL HEALTH TRUST INCREMENTS |

PROGRAM AMHB DHSS GOV FY 91 HOUSE
____________________ REQUEST REQUEST INCREMENT ADDON

ADMINISTRATION

QAC
Older Alaskans Commission
Day Care Services: Alzheimers 520.00 520.00 520.00

OAC Functional & Psych Assess: Alzheim 82.50 81.00 81.00
CAC Family Support & Community Ed 70.00 70.00 70.00
CAC Statewide Comm Needs Assessment 50.00 50.00

MH
CORRECTIONS 

Cook Inlet Pretrial 379.00 189.00

GRAND TOTAL 19,179.05 15,295.20 6,884.70

TOTAL
Gov+House

12,191.30

Rep Boyer 
18-Mar>90


