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SENATE BILL 1144 

AN ACT 

AMENDING SECTION 27-234.  ARIZONA REVISED STATUTES; RELATING TO STATE LAND 
MINERAL LEASES. 

Be i t  enacted by the Legislature of the  S ta te  of Arizona: 
Section 1. Section 27-234.  Arizona Revised Statutes .  i s  amended t o  

read: 
27 -234 .  Rent: rovaltv: aooeal: i n t e r e s t :  oenaltv: l i en  
A .  Before issuing a mineral lease  the  s t a t e  land commissioner shall  

establish the annual land rental for the mineral lease. The rental shall be 
based on an appraisal t h a t  considers only nonmining uses of comparable land. 
The annual rental : 

1. Shall n o t  be l ess  t h a n  seventy-five cents per acre.  
2.  I s  payable in advance of executing the  mineral lease  agreement by 

the commissioner a n d  a t  the beginning of each annual period t he rea f t e r .  
B .  In addition t o  the annual l a n d  rental payment. a royalty fee  i s  

imposed of a t  leas t  two per cent based on the gross value of a l l  of t h e  
recovered minerals or mineral products. The royalty r a t e  fo r  each mineral 
lease  sha l l  be the appraised t rue  value of the  leasehold i n t e r e s t s  of t h i s  
s t a t e ,  established according t o  the  appraisal s t a n d a r d  prescribed by 
subsection C of t h i s  section and expressed as a percentage of the  gross 
value. The gross value shall be based on the monthly average published unit 
price f o r  minerals and mineral products as c i ted i n  commercial commodities 
or trading indexes or trading journals as determined by the  commissioner and 
specified in the lease. If a mineral product does n o t  have a published 
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p r i c e ,  t h e  g ross  v a l u e  s h a l l  be e s t a b l i s h e d  by r e f e r e n c e  t o  t h e  t o t a l  amount 
p a i d  a t  t h e  f i r s t  p o i n t  o f  s a l e  o r  t h e  va lue  a t  t h e  p o i n t  o f  use. 

C. The commissioner s h a l l  appra ise  t h e  r i g h t  t o  e x t r a c t  m i n e r a l s  f r o m  
t h e  t r u s t  l a n d  b e f o r e  i s s u i n g  a  m i n e r a l  l e a s e  i n  o r d e r  t o  de te rm ine  whether  
a  r o y a l t y  r a t e  g r e a t e r  t h a n  t h e  minimum r a t e  e s t a b l i s h e d  by s t a t u t e  i s  
j u s t i f i e d  t o  o b t a i n  a f a i r  v a l u e  f o r  t h e  m i n e r a l  o r e s  o r  p r o d u c t s .  A t  t h e  
end o f  t h e  f i r s t  y e a r  o f  commercial p r o d u c t i o n .  t h e  commissioner s h a l l  
r e a p p r a i s e  t h e  r o y a l t y  r a t e  t o  de te rm ine  i f  t h e r e  s h o u l d  be an ad jus tmen t .  
b u t  i n  no case may t h e  r o y a l t y  r a t e  be s e t  below t h e  minimum p r e s c r i b e d  by 
s u b s e c t i o n  B  o f  t h i s  s e c t i o n .  R o y a l t y  r a t e  a p p r a i s a l s  s h a l l  be conducted 
a c c o r d i n g  t o  s t a n d a r d  a p p r a i s a l  methodology t o  e s t a b l i s h  t h e  v a l u e  o f  t h e  
l e a s e h o l d  i n t e r e s t  o f  t h i s  s t a t e  based. t o  t h e  e x t e n t  f e a s i b l e .  on comparable 
r o y a l t y  r a t e s  f o r  comparable m i n e r a l  leases.  The r o y a l t y  r a t e  s h a l l  be 
r e a p p r a i s e d  a t  t h e  t i m e  a  m i n e r a l  l e a s e  i s  renewed and may be r e a p p r a i s e d  
d u r i n g  t h e  t e r m  o f  t h e  l e a s e  i f  changes i n  m ine ra l  recovery  techno logy o r  t h e  
d i s c o v e r y  o f  new m i n e r a l s  s u b s t a n t i a l l y  changes t h e  v a l u e  o f  t h e  s t a t e  
l e a s e h o l d  i n t e r e s t .  

D. Fo r  mines e x i s t i n g  on s t a t e  l ands  on June 8. 1989, t h e  r o y a l t y  p a i d  
under t h i s  s e c t i o n  s h a l l  n o t  be l e s s  t h a n  t h e  r o y a l t y  wh ich would  have been 
p a i d  under  s t a t u t e s  i n  e f f e c t  immed ia te l y  b e f o r e  June 8 .  1989. 

E. The c o s t s  o f  a l l  a p p r a i s a l s  conducted under  t h i s  s e c t i o n  s h a l l  b e  
assessed a g a i n s t  t h e  l e s s e e  and added t o  t h e  amount due as r e n t a l  under t h i s  
s e c t i o n .  

F. The depar tment  s h a l l  r e v i e w  a l l  s t a t e  and coun ty  p r o p e r t y  t a x  
assessment i n f o r m a t i o n  r e l e v a n t  t o  t h e  m i n e r a l  l e a s e .  The depar tment  s h a l l  
m a i n t a i n  t h a t  i n f o r m a t i o n  on a  c o n f i d e n t i a l  b a s i s  as p r e s c r i b e d  by s e c t i o n  
42-108. 

G. Every m i n e r a l  l e a s e  o f  s t a t e  l a n d  s h a l l  r e q u i r e  t h e  l e s s e e  t o  make 
t h e  f o l l o w i n g  r e c o r d s  a v a i l a b l e  on an annual b a s i s :  

1. I t e m i z e d  s ta tements  o f  m i n e r a l  p r o d u c t i o n .  
2. Re levan t  t a x  reco rds .  
3. A d d i t i o n a l  r e l e v a n t  reco rds  p e r t i n e n t  t o  a p p r a i s a l ,  compl i a n c e  w i t h  

t h e  l e a s e  and m i n e r a l  p r o d u c t i o n  deemed necessary  by  t h e  commissioner.  
H. The i n f o r m a t i o n  o b t a i n e d  under  s u b s e c t i o n  G, pa rag raph  2 o f  t h i s  

s e c t i o n  and any t r a d e  s e c r e t s .  2:  BeCltteZ , ,  :z!e%eh : 3 &  a r e  
c o n f i d e n t i a l .  FOR PURPOSES OF THIS SUBSECTION. "TRADE SECRETS" ARE 
INFORMATION TO WHICH ALL OF THE FOLLOWING APPLY: 

1. A  PERSON HAS TAKEN REASONABLE MEASURES TO PROTECT THE INFORMATION 
FROM DISCLOSURE AND THE PERSON INTENDS TO CONTINUE TO TAKE THOSE MEASURES. 

2. THE INFORMATION I S  NOT AN0 HAS NOT BEEN REASONABLY OBTAINABLE BY 
LEGITIMATE MEANS BY OTHER PERSONS WITHOUT THE PERSON'S CONSENT, OTHER THAN 
BY GOVERNMENTAL ENTITIES AND OTHER THAN I N  DISCOVERY BASED ON A  SHOWING OF 
SPECIAL NEED I N  A JUDICIAL OR QUASI-JUDICIAL PROCEEDING. 
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3. A STATUTE DOES NOT SPECIFICALLY REQUIRE DISCLOSURE OF THE 
INFORMATION TO THE PUBLIC. 

4. THE PERSON HAS SATISFACTORILY SHOWN THAT DISCLOSURE OF THE 
INFORMATION I S  LIKELY TO CAUSE SUBSTANTIAL HARM TO THE PERSON'S COMPETITIVE 
POSITION. 

I. M i n e r a l  l essees  s h a l l  make mon th ly  r o y a l t y  payments based on t h e  
m ine ra l  p r o d u c t i o n  a c t i v i t y  o f  t h e  p r e v i o u s  month. 

J. Appeals o f  t h e  a p p r a i s a l  d e c i s i o n  o f  t h e  commissioner may be taken 
pu rsuan t  t o  s e c t i o n  '37-215 t o  t h e  board  o f  appeals ,  e s t a b l i s h e d  by s e c t i o n  
37-213. which s h a l l  a f f i r m .  m o d i f y  o r  r e v e r s e  t h e  d e c i s i o n  3% 
commissioner w i t h i n  one hundred e i g h t y  days.  D e c i s i o n s  o f  t h e  board o f  
appeals under t h i s  s u b s e c t i o n  a r e  s u b j e c t  t o  j u d i c i a l  r e v i e w  pursuan t  t o  
t i t l e  12. c h a p t e r  7 .  a r t i c l e  6. As a  c o n d i t i o n  o f  t h e  appeal ,  t h e  l e s s e e  
must c o n t i n u e  t o  make a l l  r e n t a l  and r o y a l t y  payments due based on t h e  
commissioner 's  f i n a l  a p p r a i s a l  d e c i s i o n ,  and t h e  c o u r t  s h a l l  n o t  s t a y  t h e  
commissioner's d e c i s i o n ,  i n  whole o r  i n  p a r t .  pending a  f i n a l  d i s p o s i t i o n  o f  
t h e  case. The s t a t e  t r e a s u r e r  s h a l l  segregate  r e n t s  and r o y a l t i e s  p a i d  w h i l e  
an appeal i s  pend ing  and s h a l l  n o t  d i s t r i b u t e  such monies t o  t h e  s t a t e  
genera l  fund o r  t o  t h e  t r u s t  b e n e f i c i a r i e s  u n t i l  t h e  appeal  i s  completed. 

K. I f  a  l e s s e e  f a i l s  t o  pay r e n t  o r  r o y a l t y ,  i n c l u d i n g  a p p r a i s a l  c o s t s  
under subsec t ion  C  o f  t h i s  s e c t i o n ,  on o r  b e f o r e  t h e  d a t e  t h e  payment i s  due, 
t h e  amount due acc rues  i n t e r e s t  a t  t h e  r a t e  and i n  t h e  manner determined 
pu rsuan t  t o  s e c t i o n ,  42-134. I n  a d d i t i o n .  i f  i t  i s  d e t e r m i n e d  t h a t  t h e  
f a i l u r e  t o  pay i s  n o t  due t o  reasonable  cause. a  p e n a l t y  o f  f i v e  p e r  cen t  o f  
t h e  amount found  t o  be rema in ing  due s h a l l  be added t o  t h e  r e n t  o r  r o y a l t y  
f o r  each month o r  f r a c t i o n  o f  a  month e l a p s i n g  between t h e  due d a t e  and t h e  
d a t e  on which i t  i s  p a i d .  The t o t a l  p e n a l t y  s h a l l  n o t  exceed o n e - t h i r d  o f  
t h e  r e n t  o r  r o y a l t y  r e m a i n i n g  due. The p e n a l t y  so added t o  t h e  r e n t  o r  
r o y a l t y  i s  due and payab le  on n o t i c e  and demand f rom t h e  commissioner.  

L. I f  any r e n t .  r o y a l t y ,  a p p r a i s a l  assessment, i n t e r e s t  o r  p e n a l t y  i s  
n o t  p a i d  by t h e  l e s s e e  when due, t h e  u n p a i d  amounts c o n s t i t u t e  a  l i e n  f r o m  
t h e  d a t e  t h e  amounts become due on a l l  p r o p e r t y  and r i g h t s  t o  p r o p e r t y  
be long ing  t o  t h e  l e s s e e  t h a t  a r e  l o c a t e d  on  s t a t e  l a n d .  


