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CHAPTER 4

ACTUAL EFFECTIVE DATE: JANUARY 16, 1982

RELATING TO
AN ACT
RELATING TO STATE GRANTS; ANI) PROVIDING FOR AN EFFECTIVE
DATE*
TEXT * sectiq?

TO MUNICIPALITTEST <" WHEN AN

AMOUNT IS APPROPRIATED OR ALLOCATED AS A GRANT TO A
MUNICIPALITY, THe. DEPARTMENT OF ADMINISTRATION SHALL PROMPTLY
NOTIFY THE MUNICIPALITY OF THE AVAILABILITY OF THE GRANT*
WHEN THE DEPARTMENT OF ADMINISTRATION RECEIVES AN AGREEMENT
EXECUTED BY THE MUNICIPALITY WHICH PROVIDES THAT THE
MUNICIPALITY (1) WILL SPEND THE GRANT FOR. THE PURPOSES
SPECIFIED IN THE APPROPRIATION OR ALLOCATION; (2) WIN Aim"™
ON REQUEST, AN AUDIT BY THE STATE OF THE USES MADE OF THE
GRANT; AND (3) ASSURES THAT, TO THE EXTENT CONSISTENT WITH
THE PURPOSE OF THE APPROPRIATION OR ALLOCATION, THE
FACILITIES AND SERVICES PROVIDED WITH THE GRANT WILL BE
AVAILABLE FOR THE USE OF THE GENERAL PUBLIC, THE DEPARTMENT
OF ADMINISTRATION SHALL PAY THE GRANT DIRECTLY TO THE
MUNICIPALITY* THE AGREEMENT EXECUTED BY A MUNICIPALITY UNDER
THIS SECTION SHALL BE ON A FORM FURNISHED BY THE DEPARTMENT
O- ADMINISTRATION AND SHALL BE EXECUTED WITHIN 60 DAYS AFTER
THE EFFECTIVE DATE OF THE APPROPRIATION OR ALLOCATION*

<B> AN APPROPRIATI®™ 1 OR ALLOCATION FOR A GRANT TO A
MUNICIPALITY FOR CONSTRUCTION OF A PUBLIC FACILITY LAPSES vr
SUBSTANTIAL, ONGOING WORK ON THE PROJECT HAS NOT BEGUN WITHIN
FIVE YEARS AFTER THE EFFECTIVE DATE OF THE APPROPRIATION OR
ALLOCATION.

<C> IN ACCEPTING A PRAMI (OF MONEY EOR CONSTRUCTION r’
PUBLIC FACILITY, A MUNICIPALITY COVENANTS WITH THE STATE [IH*T
IT WILL OPERATE ANI) MAINTAIN THE FACILITY FOR THE PRACTICAL
LIFE OF THE FACILITY AND THAT THE MUNICIPALITY WILL NOT LOOK
TO THE STATE TO OPERATE OR MAINTAIN THE FACILITY OR PAY FOR
ITS OPERATION OR MAINTENANCE. THIS REQUIREMENT DOES NOT
APPLY TO A GRANT OF MONEY FOR REPAIR OR IMPROVEMENT OF AN
EXISTING FACILITY OPERATED OR MAINTAINED BY T E STATE AT THE
TIME THE GRANT IS ACCEPTED IF THE REPAIR OR IMPROVEMENT FOR
WHICH THE GRANT 1S MADE WILL NOT SUBSTANTIALLY INCREASE THE
OPERATING OR MAINTENANCE COSTS TO THE STATE*

(D> NOT LESS THAN 20 PERCENT OF A GRANT SHALL BE PAID
TO A MUNICIPALITY WITHIN 10 DAYS OF THE EFFECTIVE DATE OF THE
AGREEMENT UNDER (A) OF THIS SECTION* THE REMAINDER OF THE
GRANT SHALL BE PAID EITHER IN MONTHLY INSTALLMENTS EQUAL TO
THE AMOUNT OF GRANT MONEY THE MUNICIPALITY EXPENDED IN THE
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READ

PREVIOUS MONTH OR IN A LUMP SUM AS DETERMINED BY THE
DEPARTMENT OF ADMINISTRATION*
* SEC 3705 IS AMENDED BY ADDING NEW SECTIONS TO

WHEN AN
AMOUNT 1S APPROPRIATED OR ALLOCATED TO A DEPARTMENT AS A
GRANT FOR A NAMED RECIPIENT WHICH 1S NOT A MUNICIPALITY, THE
DEPARTMENT TO WHICH THE APPROPRIATION OR ALLOCATION IS MADE
SHALL PROMPTLY NOTIFY THE NAMED RECIPIENT OF THE AVAILABILITY
OF THE GRANT AND REQUEST THE NAMED RECIPIENT TO SUBMIT A
PROPOSAL TO PROVIDE THE COODS OR SERVICES SPECIFIED IN THE
APPROPRIATION ACT, OR BOTH, FOR WHICH THE APPROPRIATION OR
ALLOCATION IS MADE* AT THE SAME TIME, THE DEPARTMENT MAY
ISSUE A REQUEST FOR PROPOSALS FROM OTHER QUALIFIED PERSONS TO
PROVIDE THE SAME GOODS OR SERVICES, OP BOTH, IN THE SAME
AREA. THE DEPARTMENT SHALL CONTRACT WITH THE NAMED RECIPIENT
UNLESS THE OFFICE OF THE GOVERNOR, WITH DUE REGARD FOR ANY
LOCAL EXPERTISE OR EXPERIENCE “iMONG THOSE MAKING PROPOSALS.
DETERMINES THAT AN AWARD OF THE CONTRACT TO A DIFFERENT PARTY
WOULD BETTER SERVE THE PUBLIC INTEREST* IF THE CONTRACT IS
AWARDED TO ANOTHER PARTY THAN THAT NAMED BY THE LEGISLATURE,
THE BASIS OF THAT ACTION SHALL BE STATED IN WRITING AT THE
TIME THE GRANT IS ISSUED AND A COPY OF THE WRITTEN STATEMENT
SHALL BE SENT TO THE LEGISLATIVE BUDGET AND AUDIT COMMITTEE*
A CONTRACT SHALL BE EXECUTED WITHIN 60 DAYS AFTER THE
EFFECTIVE DATE OF THE APPROPRIATION OR ALLOCATION. THE
PURCHASE OF THE GOODS OR SERVICES, OR BOTH, SHALL BE IN
ACCORDANCE WITH AS 37*05.230(1 )(C)

WHEN AM AMOUNT IS APPROPRIATED OR ALLOCATED AS A GRANT UNDO
THIS SECTION TO AN UNINCORPORATED COMMUNITY, IT SHALL BE
DLS BIJRSED AS FOLLOWS:
<1> WITHIN 43 DAYS AFTER THE EFFECTIVE DATE OF THE
APPROPRIATION UR ALLOCATION , THE DERAILMENT OF COMMUNITY
AND REGIONAL AFFAIRS SHALL NOTIFY THE GOVERNING BODY OF
THE UNINCORPORATED COMMUNITY, IF ANY, THAT A GRANT IS
AVAILABLE.
@ THE DEPARTMENT OF COMMUNITY AND REGIONAL
AFFAIRS SHALL DETERMINE IF THERE IS A QUALIFIED
INCORPORATED ENTITY IN THE COMMUNITY AREA THAT WILL
AGREE TO RECEIVE THE GRANT AMD ADMINISTER IT, SUBJECT TO
TERMS GENERALLY APPLICABLE TO PRIVATE GRANTEES* IF
THERE 1S MORE THAN ONE SUCH ENTITY, THE DEPARTMENT OF
COMMUNITY AND REGIONAL AFFAIRS SHALL SELECT THE MOST
QUALIFIED AND THE GRANT SHALL BE AWARDED TO THAT
INCORPORATED ENTITY FOR THE PURPOSES SPECIFIED IN THE
APPROPRIATION ACT* HOWEVER, THE DEPARTMENT CF' COMMUNITY
AND REGIONAL AFFAIRS SHALL GIVE PREFERENCE TO A
NONPROFIT CORPORATION ORGANIZED BY A COMMUNITY FOR
RECEIPT OF THE GRANT*
<3> IF THERE IS MO INCORPORATED ENTITY QUALIFIED
TO RECEIVE THE GRANT, THE DEPARTMENT OF COMMUNITY AND
REGIONAL AFFAIRS SHALL ADMINISTER THE PROGRAM AS
SPECIFIED IN THE APPROPRIATION ACT DIRECTLY OR THROUGH
AGENTS OR CONTRACT OKS WITH WHOM IT MAY CONTRACT IN THE
COMMUNITY AREA*



EXEMPTION FROM REGULATIONS*
NOTWITHSTANDING THE ADMINISTRATIVE PROCEDURE ACT (AS 44*62),
THE FISCAL PROCEDURES ACT (AS 37*05), AND THE EXECUTIVE
BUDGET ACT (AS 37*07), A STATE AGENCY MAY NOT ADOPT
REGULATIONS OR IMPOSE ADDITIONAL REQUIREMENTS OR PROCEDURES
TO IMPLEMENT, INTERPRET, MAKE SPECIFIC, OR OTHERWISE CARRY
OUT THE PROVISIONS OF AS 37*05*315 - 37*05*317 UNLESS
REQUIRED BY THE FEDERAL GOVERNMENT FOR PARTICIPATION IN
FEDERAL PROGRAMS
DEFINITIONS. IN AS 37*05*315 -
37*05 . ..-pr. "-TrTIr,N~ AND “ALLOCATION" HAVE THE MEANINGS
SET OUT IN AS 37*07.120(4) AND (5)*
EFFECTIVE DATE
* SEC* 3. THIS ACT TAKES EFFECT IMMEDIATELY IN ACCORDANCE
WITH AS 01.10.070(0.
CHO08 DOCUMENT- 2 OF 3
CHAPTER NUNBER
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Alaska State Legislature

SENATE
i POUCH V
ofical Bt Resources Committee STATE CAPITOL
ICal BUSINESs VENBERS PRESENT JUNEAU. ALASKA 99811
BCTTYE FAHRENKAMP, Chairman 5907; 465-3834
VIC FISCHER. Vice-Chairman 307) 465-3835
FiRAD BRADLEY Senator Fahrenkamp
I[))IOCI\II(&LLI;,\?RﬁN Senator Fischer
BOB MULCAHY cenator Bradley
ARLISS STURGULEWSKI enator Wutcahy -
Senator Sturgulewski
March 29, 1982 Beltz Room
1:35 p.m. 211 - Capitol
Hearing
SB 877 Relating to the staff cf the Citizens®™ Advisory Commission on
Federal areas in Ailrslca* and providing for an effective date.
SB 834 Continuing the existence of the Guide Licensing and Control Board
SB 840 Making a special appropriation for payment as a grant to the

City of Cordova for a feasibility study of the Bering River
coal field port and transportation system.

SB 877

Senator Fahrenkamp stated that SB 877 was necessary to assure that staff
employees of the Citizens®™ Advisory Ci mmisslon are exempt from the State
service.

Senator Mu leaby moved SB 877 with individual recommendations.
SB 834

Mark Jenscn, Chairman. State Guide Board , stated that the Board, consisting
of three guides and four public members, was established in 1973. Jansen
endorses SB 834, and although he endorses the idea of a review of Board
action every few years, he feels that the sunset provision 1is not in th
best interest of the Stace or the Board, as it creates "unnecessary
upheaval."

Senator Sturgvlewski referred to the audit report, and its recommendation
that several changes be made 1in the Board®"s operation.

Jensen feels the Board has covered the major recomrendations made 1in the
audit .

Harry Traeger, Director. Pivisxon of Occupational Licensing, Department
of Commerce and Economic Development, stated that the Code Revision
Commission has Title 8 under consideration, and chat the Administration
will 1insist changes be made co satisfy the shorccominjs outlined 1in the
aud it.

Senator Mulcahv moved SB 9334 with individual recommendations.



Senate Resources Committee
March 29., 19.82
Page 2

SB 840

Edgar Blatchford, Chairman of the Board, Chugach Natives, 1Inc., spoke 1in
support of SB 340, stating that the coal 1in the Bering River area is of
high quality, and that the amount of money already invested by Cht”ach
Natives is proof of their commitment to the project. They are requesting
a one-time appropriation to study alternative sites for the port, the
transportation system, and the financial and economic aspects of the
project.

Carl Propes, Dir .ctor of Lands and Natural Resources, Chugach Natives, Inc

stated that this appropriation is a proper role for the State, as a
transportation system would cross State lands, and the port may he sited

on State lands. Lack of State funding will probably delay the project
it least a year. Carl emphasized that any State appropriation would not
b» interpreted as a commitment for further funding. He also stated that

any funds appropriated will go to the City of Ccrdova, and the studies
will be put out for competitive bid.

Senator Fische ..-.pressed concern over how the State could recoup its
investment, and uro"ight up the 1issue of a severance tax.

Phil Holdswnrth, COAL , expressed support for SB 340, stating that the

Bering Ri”er coal field has real potential. He emphasized that coal is
a margin.l industry 1in Alaska, and that imposing a severance tax on the
gross product may be enough to kill tne industry. Coax operators would
instead favor a tax based on net income. Holdsworth explained that

Bering River had not been developed sooner, because it is a geologically
complex area, unlike other coal deposits in Alaska which have thick beds
and are strippabie. The Bering River coal is of a muih higher quality,
and has a market 1in Korea.

Senator Mulcahy moved SB 840 wlli” individual recommendations,

The meeting was adjourned at 2:40 p.m.
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T0: Senate Resources Committee

FROM: Senate Resources Committee Staff

RE: Committee Hearing, 3/29/82

DATE: March 26, 1982

Please find attached background information for Monday"s
hearing on the following two bills:

SB 834 Continuing the existence of the Guide
Licensing and Control Board.

SB 840 Special appropriation for payment as a
grant to the City of Cordova for a
feasibility study of the Bering River
coal field port and transportation systenm.

The hearing will be held at 1:30 p.m. 1in the Beltz Roonm.



TESTIMONY
BY
CHUGACH NATIVES, INC,
ON =
House Bill No , BOA
BEFORE THE
HOUSE TRANSPORTATION COMMITTEE
Juneau, Alaska

March 11, 1982

Madam Chair, Members of the Committee, Ladies and Gentlemen,

my name IS Lionel L Drage, and | am president of Chugach Natives,
Incorporated. Chugach is one of the twelve Alaska Native Regional
Corporations formed under the Alaska Native Claims Settlement Act.
We serve the area of southcentral Alaska, running from the lower
Cook Inlet at English Bay, eastward to Icy Bay near Yakjtat. The
COMMUNITIES OF CORDOVA, SEWARD, VALDEZ AND WHITTIER LIE WITHIN

OUR REGIONAL BOUNDARIES, AS DO THE N/TIVE VILLAGES OF CHENEGA,

Eyak, Tatitlek, English Bay and Port Graham.

It is an honor to appear before your Committee to discuss the

MERITS OF H.B. 8C4, ENTITLED "An ACT MAKING A SPECIAL APPROPRIA-

TION FOR PAYMENT, AS A GRANT TO THE CITY OF CORDOVA, FOR A FEASI-
BILITY STUDY OF THE BERING RIVER COAL FIELD PORT AND TRANSPORTA-

TION SYSTEM; AND PROVIDING FOR AN EFFECTIVE DATE."™ We ARE ESPECIALLY
GRATEFUL TO REPRESENTATIVE CATO FOR SPONSORING THIS LEGISL.ATION.

We EXPECT A SIMILAR, |IF NOT AN IDENTICAL BILL, TO be INTRODUCED
SHORTLY ON THE SENATE SIDE UNDER THE SPONSORSHIP Or THE SENATE

Resources Committee.



H.B. 804 PROVIDES FOR A STUDY OF THE INFRASTRUCTURAL REQUIREMENTS
OF THE PORT AND TRANSPORTATION SYSTEM FROM THE MINE TO THE PORT
at the Bering River Coal Field. The proposal is described in
MUCH GREATER DETAIL IN THIS PROPOSAL WHICH YOU ALL SHOULD HAVE
RECEIVED COPIES OF. THIS PROPOSAL, DATED FEBRUARY OF 1982, WAS
PREPARED UNDER OUR DIRECTION BY CH2M HILL, NORTHWEST, INC., IN

Bellevue, Washington,

The Bering River Coal Field 1is located some sixty miles east of
Cor./Ova in the eastern portion of the Copper River delta, It

was intensively prospected by manual methods 1in the early years of
THIS CENTURY, AND, IN FACT, WAS THE LOCATION OF THE MAJORITY OF
COAL CLAIMS AND LEASES IN THE ENTIRE STATE OF ALASKA, In 190/,
HOWEVER, IT WAS LOCKED UP IN THE CHUGACH NATIONAL FOREST BY
President Theodore Roosevelt, and has never seen substantial

PRODUCTION SINCE.

The QUALITY OF THE COAL IN ."He BERING RIVER FIELD 1S SOM"7 OF THE
HIGHEST IN WESTERN NORTH AMERICA. Il RANGES FROM .12,000 TO 16,000
Btu®"s, WITH REASONABLY LOW SULPHUR CONTENTS, AND AVERAGE MOISTURE,
ASH AND VOLATILE MATTER. THE FIELD CONTAINS COAL [RANGING FROM

LIGNITE TO SUB-BITUMINOUS, BITUMINOUS AND ANTHRACITE.

The high quality range of the Bering River coal ensues that it
WILL NEVER GO WANTING FOR A MARKET IN THE PACIFIC R|M, NOR WILL

IT COMPETE WITH THE LOWER QUALITY STEAM COALS FROM THE BELUGA AND
NENANA FIELDS, WHICH MAY THEMSELVES HAVE DIFFICULTY FINDING GUARAN-

TEED, LONG-TERM MARKETS.



Chugach Natives, Inc. was fortunate to be able to select one-
third of the Bering River Field under the terms of the original
Alaska Native Claims Settlement Act. Then, last year under the
Chugach Region Study which"as mandated by the Alaska National
Interest Lands Conservation Act, the federal government agreed

TO CONVEY TO US THE REMAINING TWO-THIRDS OF THE FIELD WHICH IS
LOCATED WITHIN THE CHUGACH NATIONAL FOREST. THIS TRANSFER SHOULD
TAKE PLACE SHORTLY, ONCE THE REMAINING AREAS OF DISAGREEMENT

between Chugach and the federal government are ironed out.

Last spring, in lieu of our land settlement difficulties, Chugach
succeeded in structuring an agreement with a consortium of four
major Korean companies for the exploration, development and
PRODUCTION OF BERING RIVER COAL. THESE COMPANIES CONSIST OF THE
TWO LARGEST TRADING COMPANIES IN SOUTH KOREA: HYUNDAI AND SAMSUNG;
AND THE TWO LARGEST COAL MINING COMPANIES AS WELL: DAESUNG AND
Samchok, Chugach feels very fortunate in having partners of this
caliber and magnitude 1iIn approaching as substantial a PROJECT AS
the Bering River Field, Development costs are estimated to be

150 MILLION DOLLARS.

Moreover, unlike most other natural resource extraction ventures
in Alaska, Chugach was not satisfied by simply earning a royalty
percentage for 1its passive participation in this venture. Conse-
guently, we have a fTull 50% interest in the project, which will
ensure our shareholders and all of the citizens of Alaska a larger

S \re of the ultimate proceeds of this project,



During the summer of 1981 our joint venture drilled 10,000 feet
OF CORE IN THE BERING RIVER FIELD, OPERATING A TWENTY-MAN CAMP
FOR 24 HOURS A DAY THROUGHOUT THE DRILLING SEASON. In SPITE OF
THE STRUCTURAL COMPLEXITY OF THE FIELD, WE WERE AF.LE TO ESTABLISH
PROBABLE RECOVERABLE RESERVES IN EXCESS OF 62 MILLION TONS, AND
ANOTHER 28 MILLION TONS OF POSSIBLE RECOVERABLE RESERVES. THE
1981 PROJECT COST ON THE ORDER OF $1.4 MILLION. OUR 1982 PLAN OF

OPERATIONS CALLS FOR A SIMILAR [INVESTMENT.

Nor has Chugach been inactive in the "off season’™ this winter.
In addition to preparing this proposal for your consideration on
THE PORT AND TRANSPORTATION SYSTEM INFRASTRUCTURE FEASIBILITY
STUDY, WE HAVE ALSO COMPLETED THE FOLLOWING STUDIES:

1. “"Preliminary Routing Study - Bering River Coalfields",
by Golder Associates in September of 1981;

2. “"Photogeologic Investigation of the Bering River Coal
Field”™ by Golder Associates in September of 1981;

3. “"Preliminary Economic Prospectus for the Development of
Bering River Coal Field”™, by the Korea Alaska Development
Corporation, in September of 1981;

4. "Geology and Drilling Report cc Bering River Coal Field,
Alaska"™ by the Korea-Alaska Development Corporation, in
September of 1981;

5. “"Preliminary Regulatory Analysis for the Bering River Coal

Field Development™ by Ertec Northwest, in December of 1981.

l believe that you can see that this volume of on-going work indi-

cates our commitment to this project.



The legislation before you requests a one-time appropriation of
SOME $456,500 FOR STUDIES WHIC,;, WE BELIEVE, CONSTITUTE A LEGITI-
MATE State function, The study consists of three parts:
The first consists of an investigation of alternative
SITES FOR THE FORT FACILITY, THIS WILL INCLUDE A MARINE
GEOPHYSICAL SURVEY, A PRELIMINARY TERMINAL SITE EVALUATION,
AND A DETAILED EVALUATION OF CONCEPTUAL LAYOUTS AT THE MOST

PROMISING SITES, THIS PHASE IS PROJECT TO COST $205,000.

The second phase will consist of a transportation system
INVESTIGATION FROM THE MINE SITE TO THE PREFERRED PORT
LOCATION, This will include a preliminary mode and ROUTE
INVESTIGATION, A DETAILED EVALUATION OF ROUTE CONCEPTS,

AND AN EVALUATION OF POTENTIAL HANDLING, STORAGE AND LOADING

facilities, This second phase is projected to cost $145,000,

The third phase of the study will consist of a financial
AND ECONOMIC ANALYSIS, THIS WILL INCLUDE MARKET IDENTIFI-
CATION, ECONOMIC EVALUATIONS AND FINANCIAL PROJECTIONS,

The delivered cost of Bering River coal will be projected
IN TERMS OF DOLLARS PER MILLION Btu®"s . THIS WILL ALLOW IT
TO BE COMPARED WITH THE DELIVERY COST OF OTHER COALS IN

Pacific Rim markets on a discounted cash flow basis.

In summary, we believe that an investment on this order of magni-
tude 1is appropriate by the State of Alaska 1iIn the Bering River
COAL PROJECT AT THIS TIME, It WILL SERVE TO COMPLEMENT CHUGACH*S

SI1ZEABLE [INVESTMENT IN THE EXPLORATION PROGRAM ITSELF, IT WILL



FURTHER ENSURE THAT THE QUESTION IN SOME PFOPLE®"s MINDS OF
WHETHER A PORT AT KATALLA OR CORDOVA, OR ELSEWHERE IN THE BERING
River area is feasible, will be answered,

¢S.
We believe that it wouijd be appropriate for the City of Cordova,
AS THE LOCAL GOVERNMENT MOST SIGNIFICANTLY IMPACTED BY THE
PROPOSED DEVELOPMENT, TO RECEI"VE AND ADMINISTER THIS APPROPRIA-
TION, If that does not prove workable our second choice is the

Department of Commerce and Economic Development,

Please be assured that this investment in the Bering River project
WILL NOT COMMIT THE STATE TO SPENDING UNTOLD MILLIONS OF DOLLARS
ON IT IN THE FUTURE. HOWEVER, WHAT IT WILL DO, IS HELP TO SPUR

ON A PROJECT WHICh W2 ARE PURSUING VERY AGGRESSIVELY, BUT WHICH
ONLY A YEAR AGO SOME SAID WOULD NEVER BE DONE, THE STATE OF
Alaska does have an appropriate role to play in the development

OF NATURAL RESOURCES OTHER THAN OIL AND GAS IN THE STATE, AND WE
BELIEVE THAT THIS PROJECT IS A PRIME EXAMPLE OF HOW THE STATE"S

FUNDS COULD BEST BE SPENT FOR THIS PURPOSE.



SB 840:
Sec. 1
Sec. 2
Sec. 3

SPONSOR:

LEGISLATIVE SUMMARY

"An Act making a special appropriation for payment as a
grant to the City of Cordova for a feasibility study of
the Bering River coal field port and transportation
system; and providing for an effective date.”

Appropriates $465,500 fcr a grant to the City of
Cordova for a feasibilicy study of the Bering River
coal field port and transportation system.

The funds shall be disbursed in accordance with
AS 37.05.3:5 - 37.05.319.

Effective date: immediately.

Resources Committee
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Hnx 12)0 C02 Hnilroud Avenue
Cordova. Alaska 99.174

Phono: (9071424-32.17
or 424-3238

February 9, 1982

Mr. Lionel L. Drage, President

Chguach Natives, Inc.

903 W. Northern Lights Blvd., Suite 201
Anchorage., AK 99503

Dear Mr. Drage:

The City of Cordova has been informed of your corporation®s
proposal to the Legislature to fund a Preliminary Feasibility
Study of the necessary coal port and related transportation
system for the Bering River Coal Field.

Cordova will be the community most directly affected by the
development of the Bering River field. We have much to gain
by the sound and prudent development of the fields including
the diversification of our economic base, increased employment,
and the possibility of an alternate source of electric power.

I believe that the proposal which you have submitted to the
Legislature for the Prefeasibility Study is appropriate at
this time and a legitimate means of State involvement in this,
project. We look forward to working with your corporation

in the development of the project.

Very truly yours,

Perry L
City Manager



Chugach National Forest
2221 E. Northern Lights Blvd. Suite 238
Anchorage, Alaska 99508

1920
Februaru A 1QR2

Carl A. Propes, Jr., Director

Lands and Natural Resources

Chugach Natives, Inc.

903 W. Northern Lights Blvd., Suite 201
L Anchorage, Alaska 99503

Dear Carl:

In response to your February 8 letter to Walt Sheridan the Forest
Service would be pleased to participate with the State, the City of
Cordova, Chugach Natives, Inc., and others in the proposed study of
Bering River coal Tfields transportation options should such a study
be undertaken. We would not be able to provide any funds for the
study, but would make available appropriate personnel. As you know,
the Copper River Delta contains extremely high wildlife and
fisheries values. The Alaska Lands Act at Section 501(b) recognized
the importance of these resources and provided that the Copper
River/Bering River/Rude River area be managed for the primary
purpose of conserving fish and wildlife and their habitats.

A study such as you propose is an excellent way to begin examining
options for development of the Bering River coal deposits in an
environmentally sound manner--with specific emphasis on the fish and
wildlife resources. We would welcome the opportunity to be a part
of t"ns effort.

Sincerely,

CLAY!G. BEAL
Forest Supervisor

{20D-11 (1/69)



>4V,
Proposal

To the Twelfth Alaska Legislature

BERING RIVER COAL FIELD
PORT AND TRANSPORTATION STUDY

Prepared by
Chugach Natives, Inc./ KADCO

February 1982



CHUGACH NATIVES, INC.

903 WEST NORTHERN LIGHTS, SUITE 201 «ANCHORAGE. ALASKA 99503
(907) 276-108B0 TELEX 26-497

February 10, 1982

Jalmar M. Kerttula, President
Alaska Senate

Pouch V

Juneau, Alaska 99811

Joe L. Hayes, Speaker _
Alaska House of Representatives
Pouch V

Juneau, Alaska 99311

Dear Gentlemen:

The attached proposal requests an appropriation of $456,500 f' >mthe
Alaska Legislature for a Prefeasibllity Study of the Bering River Coal
Field Port and Transportation System.

Chuﬁach Natives, Inc., expended over $1 million in exploration and
drilling work in the Bering River Field In 1981, and a similar invest-
ment is scheduled for this year. The attached proposal details how
tne r%qu|ested|dState funds fit Into the overall development plan for
this Coal Field.

Chugach believes that it is appropriate for tho State to fund this
portion of the project because it will serve to promote the development
of Alaskan natural resources other than oil and natural gas. Moreover,
benefits from the production of Boring River coal will accrue not only
to Chugach'c 2,100 shareholders, but also to Cordova throu%h the diver-
sification of that community's economic base and through the possibility
of an alternative source of electric Fower. The revenue sharing require
meats of the Alaska Native Claims Settlement Act will further guarantee
t?a}klthﬁ profits from this mine will he distributed all over the State
of Alaska.

This appropriation request was not included in the Governor's proposed
capital, budget because at the time that that was compiled we had not
yet received the positive results of last summer's drilling program.

We should make clear that Chugach is not asking for this appropriation
for itself to perform the requisite work. We do net even intend to bid
on any of the work authorized by this ai)proprlatlon.. It 1t Is authorized
We won! | prefer to see the funds channeled to the City of Cordova ns
the conttact adminstrator, assuming Llinl municipalities are awarded
extraterritorial Jurisdiction for port projects in pending legislation.

Our second preference for a funding entity would be the Department of
Commerce and Economic Development, which has agreed to administer the
project if the Legislature so decides.

Your favorable consideration of this proposal would be most appreciated.
Please call us if yon have any questions concerning it.

Sincerely,
CIIIIGACH NATIVES, INC.

Edgar Blatchford
Chairman of the Board
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EXECUTIVE SUMMARY

The high quality ofBering River coal has been known
for 75 years. Drilling tests in 1981 reconfirmed this
remarkably high quality and refuted the stereotype of
Alaska coal as having high moisture content and low
heating value. Probable recoverable reserves in the
Bering River Coal Field have been identified in excess
of 62 million tons; “'possible” reserves arc millions
more. The p'“ciscextentofeconomically recoverable
reserves, however, is currently undetermined. This
uncertainty about the costs o f Bering River Coal Field
development is the reason for this proposal.

If the coal can be marketed profitably to Pacific Rim
countries, the benefits to all Alaskans will be immense.
Chugach Natives, Inc., hasworked very hard for over
a year to find compatible partners and to carry out
preliminary studies and test drillings. All results have
been positive, but anumber of questions remain.

Our proposed Coal Port and Transportation Study
will answer many, butnotall, o fthese questions. It will
provide information on whether more detailed engi-

N g AN e

neering and environmental analyses arc potentially
worthwhile, or whether mining and transporting the
coal will simply be too costly.

This proposal requests funding for $456,500 for this
essential study. Cnugach Natives, Inc., and KADCO,
its joint venture partner, have already spend $1 mil-
lion and are committed to spending another million
dollars in the coming year. This request represents a
relatively small, although vital, part (15 percent) of
the initial planning and conceptual phase budget of
roughly $3 million for 1981 through 1984,

For this investment, the state of Alaska will receive a
straight answer to a question with potentially great
significance to the state asa whole: Arc the port and
transportation concepts for the development of the
Bering River Coal Field technically and economically
viable, and are the requirements compatible with the
high environmental standards of the state and Chug-
ach Natives, Inc.?



INTRODUCTION

The Chugach region is located along 450 miles o f the

Alaska coastfrom lowerCook Inleton the westto Icy

Bay on the east. As the map below shows, the region

ml_ud_es the cities of Cordova, Seward, Valdez, and
ittier.

Thereareapproximately 2,100 shareholdersofChugach
Natives, Incorporated (CN 1), one of the 12 Alaska
Native regional corporations created under the Alaska
Native Claims Settlement Act (ANCSA). Five village
corporations, also created by this act, are located
within this region. They are the Chenega, English Bay,
Evak, Port Graham, and Tatitlek village corpoi ations.

The ChugachRegionisa"melting pot” o fAlask? Native
cultures. The ancestry of the shareholders includes
Aleut, Chugach Eskimo, and Eyak Indirns. The
Chugach people have occupied the Prince William
Sound area for thousands of years.

The continued existence and livelihood of the Chu-
gach people depends on adiversified economy as well
as a clean environment. Many shareholders of CN|
and other Chugach region residents are fishermen who
dependon the continuing prosperity o fthe commerical
salmon harvest. CN I's largest investment to date, the
Orca seafood processing plant in Cordova, supports
theregion'sinvolvementwith thisimportant industry.

CNI promotes development that will broaden and
stabilize the economic base while notjeopardizing the
seafood industry.

The Bering River Coal Field Portand Transportation
Study will be a major step toward diversifying and
strengthening the economic base o fthe Chugach region.
Development of the Bering River Coal Field will
benefit:

« The 2,100 shareholdersofChugach Natives, Inc.,
through investmentoftheir capital in a profita-
ble venture

+ TheCordovaareaeconomy, through the creation
ofhundreds ofjob opportunities and the diversi-
fication of the economic base

+ The residents of Cordova, through the pos: ble
availability o felectrical power from amine-mouth
power plant

« All'Alaska Natives, through the revenue-sharing
provision of the ANCSA

+ rhe state of Alaska, through industrial growth
and reduced regional dependence on state aid

Objective

The development of the Bering River Coal Field, like
any other major project, will be expensive. For devel-
opment to occur, many very difficult technical and
economic questions must be answered and environ-
mental concerns must be addressed. The proposed

Site Map



study will provide many,althou?h admittedly notall,
of the needed answers. It will attempt to answer
enough questions about the potential port sites and
transportation routing alternati"es so that reasoned
decisions can be made on wheth.t ornotto proceed
with the next phase of preliminary engineering and
permitting.

History

The commercial success of the Bering River Coal
Field development seems probable based on the his-
tory ofthe field, the quality of the coal resource, and
the interest already shown by potential buyers. The
Katalla-Bering River area possessed the mostvaluable
known fuel resources in Alaska until the develop-
ment of the Cook Inlet oil and gas fields in the late
1950's and the North Slope discoveries in the late
1960's. The Bering River Coal Field was the first coal
fitld discovered in Alaska, and 4 outofevery 5o0fthe
miniug claims in the 1905 "coal rush” were made in
this field. Regional development ceased in about
1916, however, for political reasons.

Coal Quality

The coal found inthe Bering River field haslong been
recognized for its high quality. Alaska coal is, unfor-
tunately, widely thought to be of lower quality than
most other coals. This is a definite misconception in
the case of Bering River coal, as the figure below
demonstrates. Bering Rivercoal compares very favor-
ably with coal from Colorado, Utah, and Wyoming,
aswell aswith coal from the Beluga fields. This fact is
very encouraging because the Pacific Rim buyers of
these other coals would compare Bering River coal
against them,

KAVI

Comparijon of
Typical Coal Heating Value*

Coal Reserves

Alaska may actually have more coal resources than
the restof the western United States, although actual
mineral reserves are still anybody’s guess due to lim-
ited drilling information. Over 62 million tons of
recoverable reserves were identified in the Bering River
Coal Field following adrilling program conducted in
the summer of 1981. Another 28 million tons are
estimated aspossibly recoverable reserves. Additional
coal reserves will be betterdefined in 1982 and there-
after. Estimates of "recoverable” and "potential” re-
serves have invariably proven low throughout the
cour. .

ThesueofCNI'sland selection in the Bering field, the
amount of land under coal exploration license, is
slightly under 70,000 acres.

Markets

Far East countries are developing into good markets
for Alaska coal. These countries are expected to use
nearly 200 million tons of thermal coal by the year
2000. The United States is forecastto exportover 50
million tons o fsteam coal annually to Asian countries
by the year 2000.

Chugach Natives, Inc.
and KADCO Agreement

The proposed Coal Port and Transportation Study
follows more than ayearofplanning activity by CNI.
In April of 1981, CNI executed an agreement for
exploration and development in the Bering River Coal
Field with a consortium of four major Korean com-
panies (KADCOQ). The consortium includes the two
largest Korean trading companies, Hyundai Corpora-
tion and Samsung Company, Ltd.; and the two largest
Korean coal mining companies, Daesung Consolidated
Coal Mining Company, Ltd., and Samchok Consoli-
dated Coal Mining Company, Ltd.

In May of 1981, thisjoint venture began an aggressive
core drilling program under the first Federal coal
exploration license ever issued in Alaska. CNI and
KADCO are pleased with the results of the 1981
program, and inJanuary of 1982 the partners signed an
agreement to continue with asimilar drilling program
during 1982.

CN I hasvalid land selection rights to the eastern third
ofthe Bering River Coal Field, in the Carbon Mountain
area, under the ANCSA. CNI was offered title to the
two thirds of the field now in the Chugach National
Forest by the Federal government as part of its land
settlementin the Chugach Region Study (Section 1430
of the Alaska National Interest Lands Conservation
Actof December 2, 1980.)



BERING RIVER COAL FIELD
DEVELOPMENT PLAN

An Overview

The proposed Coal Port and Transportation Study
follows more than a year of preliminary studies, test
drilling, and consortium negotiations. A preliminary
economic analysis,completed by KADCO in Septem-
ber 1981, concluded that economically recoverable
coal resources are located in the Bering River field.

On the basis of these preliminary studies, Chugach
Natives, Inc., and KADCO will continue develop-
mentplanning during 1982. A detailed market study
is underway that will provide necessary haseline in-
formation for the Coal Port and Transportation
Study. A number of technical, economic, and envir-
onmental issues were identified in the previous stu-
dies. The proposed study will provide many of the
needed answers.

PHASE

Phase I—Initial Planning
Concepts/Consortium Agreements
Geology and Drilling Program
Economic and Regulatory Studies

Phase [l—Concept Planning
Environmental Background Data
Mining and Handling Study
Port and Transportation Study

vurbingalsnd Esonomic "tudy

Infrastructure Study
Preliminary Permitting

Phase 1t—Preliminary Enginet. .gand Permitting
Preliminary Engineering
Regulatory Permits
Financial Review

Phase IV —Design and Construction
Contract Signed/Financing Obtained
Final Design
Procurement and Construction

By following the developmentplan shown below, CN |
can bring the Bering River Coal Field into production
in a cost-effective manner. The development plan
allows for periodic reappraisals o fviability and a fast
answerto the question ofwhetherdevelopmento fthe
coal field can or cannot be accomplished in a techni-
cally, environmentally, and economically sound
manner,

As shown below, the Coal Port and Transportation
Study follows initial studies that clearly indicated that
furtheranalysisofportand transportation alternatives
isnow warranted. This study will determine the advisa-
bility o f proceeding with the remaining, more expensive,
development phases. Although shown below asasep-
arate analysis, the financial and economic analysis is
considered in this proposal to be partofthe Coal Port
and Transportation Study.

YEAR

1981 198' 1983 1984 1985 1986 1987

mam

Bering River Coal Field
Development I'lan



PORT AND TRANSPORTATION
SYSTEM STUDY

The Coal Portand Transportation Study will provide
many of the answers to key questions such as: Are
port sites adequate? Can transportation corridors be
createdand maintained? W hat isthe most cost-effective
handling and transport system from mine to port?

The study has three mainelements: amarine terminal
investigation, a transportation systems investigation,
and a financial and economic analysis. The terminal
investigation includes three parts:

* A preliminary identification and assessment of
terminal sites

« A marine geophysicaland limited landside survey

* A detailed evaluation ot conceptual layouts at
the most promising sitrs

The transportation systems investigation will include:
* A preliminary mode and route evaluation
+ Aselectionand detailed evaluation ofaroute plan
A storage handling and loading evaluation

The financial and economic analysis of the overall
development concept will be performed concurrent
with the study. It will include:

+ A market study to identify coal quantities, quali-
ties, and likely vessel size

A financial study to identify the ability of Bering
River coal to compete with other world coal
sources (such as Utah and Colorado) in the /+sian
markets, in terms o fdelivered cost per million Btu

* An economic study to identify the economic
benefits and costs of coal field development

Transportation System Investigation

Objective

The transportation system investigation will address
the technical, economic, and environmental aspects
of transporting coal from the Bering River Coal Field
to terminal sites in Katalla and Cordova.

Scope

Design criteria for transporting coal via the modes of
rail, rruck, conveyor, and slurry will be defined first.
These criteria will then be applied to those routes
identified in preliminary studies conducted in 1981,
shown on the figure at right. The selection of route
and mode will require: (1) a reconnaissance survey
ofsoil, drainage, relief, and geology; (2) acomparison

ofconstruction, operation, and maintenence costs for
each mode and route; and (3) acomparison of envi-
ronmental impacts. This element of the study will
evaluate: whether grades identified in the design
criteria for each mode can be created and maintained;
adequacy o fsoil conditions along the identified routes;
effects on flora and fauna; energy requirements and
sources; borrow material quantities and sources; ef-
fects o f weather; and drainage characteristics for each
mode and route alternative.

The location and layout of the coal terminal, includ-
ing a storage and reclamation system, will also be
analyzed. Topography, soil conditions, geologic haz-
ards, waste material disposal requirements, storage
requirements, power access, site rehabilitation require-
ments, cost, and environmental effects will be
considered.

The optimal mode and route will be selected on the basis
of technical, economic, and environmental criteria
and conceptual plaru .rd costestimates will be prepared
for them.

Transportation Route*



Marine Terminal Investigation

Objective

The marine terminal investigation will evaluate the
location and devclopmen al requirements of ship
moorage rnid loading sitzs in the Katalla-Cordova
region.

Scope

A preliminary analysis of available terminal sites in
the Katalla-Cordova region will identify the most
likely sites for detailed evaluation. Criteria will -
identified for: receiving coal via rail, road,conveyor,
and slurry; storng and preparing coal upland from
the terminal; anti loading barges and deep draft vessels.
Thes* criteria will be used to evaluate the available
sites regarding their size and topography, drainage,
flora and fauna, soils, geology, bathymetry, currents,
waves, tides, sedimentation, and navigation.

More detailed evaluations and site plans will be pre-

pared for the most likely sites. The decision criteria
will be further refined for the transportation, storage,

and preparation systems identified as most cost-effec-

tive In the transportation study. A marine geophysical
survey will be conducted to provide necessary data on
subsurface contours and depth to bedrock. 'Iliis survey
will show whether the si'es will support piling and
other port structures, and whether dredging will be
required. Site-specific climatological and current data
will be acquired using an automatic weather station
and current meters.

Conceptual I: youts, cost estimates, and maps of to-
pography, soil conditions, geologit hazards, and envi-

ronmentally sensitive locations will he prepared for
selected terminal sites. A final terminal site recom-
mendation will be made on 'he basis of these
considerations.

Financial and Economic Analysis

Objective

The financial anti economic analysis will provide
basic data, such asthe required annual throughput, that
are needed to optimize the port and transportation
system design.

Scope

'Ilie analysis will be based on aval tble published data
verified through interviews with exporters, trading
companies and shipping companies. It will provide an
answer to the key question of whether Ik-ring River coal
reserves are economically recoverable.

I'he financial anil economic analysis will project the
cost of Piering River coal in dollars per million Btu.
Ocean transport anil receiving facility handling costs
will be provid- by KADCO. The delivered cost of
Bering River coal will then be compared with the
projected costs of coal delivered from other West Coast
states and Australia.

The economic evaluation of the development will
include a comparison of net benefits and costs to the
state of Alaska, all Ala: ka Natives, the - -sidentsofthe
Chugach region, and the shareholders of Chugach
Natives, Inc. A discounted cash flow analysis will be
used to compare benefits and costs.



SUMMARY OF FUNDS REQUESTED

Fundingof$456,500 isrequested for this study. Actualfunding for administrative
support may change depending upon the requirements o fthe sponsoring agency.
Chugach Natives, Inc., and KADCO have already spent $1 million, and are
committed to spending another million dollars in the coming year.

Study Element Cost
Port and Transportation Study
Transportation Systems Investigation

Preliminary Mode and Route Investigation $ 25,000
Detailed Evaluation and Route Concepts 65,000
Handling, Storage, and Loading
Evaluation 55,000
Subtotal 145,000
Marine Terminal Investigation
Preliminary Terminal Site Evaluation 30,000
Marine Geophysical Survey 65,000
Detailed Evaluation and Site Concepts 110,000
Subtotal 205,000
H.nancial and Economic Analysis
Market Identification 25,000
Economic Evaluation ; 20,000
Financial Projections 20,000
Subtotal 65,000
Total Port and Transportation Study 415,000
Administration (10 Percent) 41,500

\OTAL FUNDS REQUESTED $456,500



This document w;is prepared in consultation with
CH2M HILL Northwest, Inc.
Anchorage, Alaska
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