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ANALYSIS:

The Alaska Minerals Commission was created by the 14th Legislature with the
mandate to make recommendations to the Governor and to the Legislature on
ways to mitigate constraints on the development of the minerals in the
State. House Bill 561 extends the life of the Minerals Commission from its
current sunset date of February 1, 1989 to February 1, 1994.

The travel funds in this fiscal note will cover travel and per diem for the
11-member commission for the purpose of attending commission meetings. The
contractual funds will cover the costs of phone, postage and printing of the
annual report to the Governor and Legislature.

The first two reports of the Alaska Minerals Commission are attached.
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Introduced: 4/21/88 5-2175A
Referred: Finance

IN THE HOUSE BY THE RESOURCES COMMITTEE
HOUSE BILL NO. 561
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the termination date, members,
and reports of the Alaska Minerals Commission; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. Section 2(b), ch. 98, SLA 1986, 1is amended to read:

(b) The commission is composed of 11 members. The commission
shall be composed of individuals "fAo have at least five years" oxperi-
ence in the various aspects of tne minerals industries in the state.
The governor shall appoint five members of the commission. The presi-
dent of the Senate shall appoint three members of the commission. The
speaker of the House of Representatives shall appoint three members of
the commission. Each member serves at the pleasure of the appointing
authority.

*Sec. 2. Section 2(d), ch. 98, SLA 1986, is repealed and reenacted to
read:

(d) The commission shall report its recommendations each year to
the governor and the legislature during the first 10 days of the
regular session of the legislature.

* Sec. 3. Section 3, ch. 98, SLA 1986, is amended to read:

Sec. 3. This Act is repealed February 1, 1994 [1989].

*Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

HBO561A -1- HB 561
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HB 561: "An Act relating to the termination date, members, and
reports of the Alaska Minerals Commission; and providing
for an effective date."

Background: The Minerals Commission was created by the 1986 Legislature
and established in the Department of Commerce and Economic Development.
Administrative support for the commission is provided by the Division of
Business Development.

The commission was charged under statute to make recommendations to the
Legislature and the Governor on ways to mitigate constraints on the
development of minerals in the state. The commission has complied with
that legislative mandate by drafting and submitting two reports to the
Governor and the Legislature.

Many of the commission®s legislative recommendations have been introduced
in bills during the 1987 and 1988 legislative sessions and many of the
commission®s administrative recommendations have been the subject of
review and adoption by state agencies. The legislative and administra—
tive response to the commission®s recommendations is strong evidence that
the commission has taken its statutory directive seriously and responded
effectively.

Alaska™s mineral industry has begun a recovery and there is enormous
potential for the emergence of a dramatically expanded and productive
mining sector over the next five to ten years: a time when the state"s
economy critically needs growth in its nonpetroleum sectors. The advisory
role of the Alaska Minerals Commission will continue to be valuable to the
Legislature and the administration during this period.

Position: While the department has provided support through personal
services, it is not capable of supporting travel and contractual services
for commission members and staff. A Fiscal Note for $22.5 for contractual
and travel has been submitted. It is also noteworthy that the commission
has been partially supported by the private sector as individual commis—
sion members and their companies have often funded travel and per diem of
members.

The Department of Commerce and Economic Development feels the Minerals
Commission has served the state well and supports HB 561 to extend the
commission™s time of service.

[sus i L
J. Antf$hy Smith, Tommissfoner

Department of Commerce and
Economic Development

Date

TS/dgl1512D-1
042588b



FOREWORD

The Alaska Minerals Commission was created by the 14th Legislature through the enactment cf
Chapter 98 of the 1986 Session Laws of Alaska. The source of the Act was Senate Bill 418 (Appen-
dix B) which was passed by the Legislature and signed into law on June 6, 1986.

The enabling legislation instructs the Commission to make recommendations to the Governor
and Legislature on ways to mitigate the constraints, including governmental constraints, on the
development of minerals, including coal, in the state.

The Commission presented its initial report to the Governor and the Legislature in January 1987 at
the outset of the first session of the 15th Legislature. The Commission is also charged with making
a final report to the first session of the 16th Legislature in January 1989 after which the Commis-
sion will expire.

This interim report contains recommendations for the consideration of the Governor and the
Legislature during the 1988 legislative session.

Commission members are appointed by the Governor, the President of the Senate and the Speaker
of the House. The current members include representatives of the placer, hard rock and coal mining
industries and come from diverse areas of the state. Administrative and staff support to the Commis-
sion is provided by the Division of Business Development, Department of Commerce and Economic
Development.

| would like to thank all members of the Commission, staff and those members of the public
who have provided their comments and worked on committees for their contributions in preparing
this report. 1 would also like to thank Governor Cowper for the support his office has provided
the Commission.

Earl H. Beistline
Chairman
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EXECUTIVE SUMMARY

In its initial report to the Governor and the Legislature in January 1987, the Alaska Minerals Com-
mission made 39 recommendations for legislative and administrative actions that would mitigate
constraints on the development of minerals. The Commission continues to support those recom-
_mer;]dations as the basis for promoting the development of a viable long-term mining industry
in the state.

This interim report focuses on some of the original recommendations and several new recom-
mendations which are of the greatest urgency and which, if implemented, will provide the greatest
henefits to the industry and to the state in the short-term by enhancing Alaska's business climate
and by sending a signal to the international mining community that the state favors continued
development of its mineral resources.

Legislative Priorities

As its highest priority, the Commission urges the enactment of a mineral policy act that will pro-
vide a clear statutory policy supporting the responsible development of Alaska's mineral resources.

The Commission has also identified as priorities the need for passage of legislation in the following
four areas:

« allowing flexible work week schedules;

« extending the number of hours underground miners may work at the face;
« amending the state's workmen's compensation laws; and

* supporting the inventory of sand and gravel resources.

Administrative Priorities

The state must work to preserve the greatest amount of flexibility in the U.S. Corps of Engineers'
implementation of wetlands permitting through the state's certification of the Corps' proposed
permitting program.

In the management of its lands, the Department of Natural Resources must emphasize multiple
use rather than the present system which designates single or primary land uses and closes lands
to mineral entry because of incompatibility perceived in the land planning process.

In the management of its waters, the state should pursue the introduction of increased flexibility in
the six regulatory areas identified by the Alaska Miners Association/Department of Environmental
Conservation Water Committee.

Support for Mining Programs and Servioes

The Department of Education should budget for teacher training and the implementation of the
mineral and energy resource educational Kits to match private sector support through AMEREF.

The Division of Geological and Geophysical Surveys should be funded at a level sufficient to
allow its existing professional staff to work on a full-time basis and to provide operating funds
for field mapping and other essential services provided to the citizens of the state.

Additional recommendations have been made in the legislative, administrative, and mining program
and service areas, and are included in the body of the report.
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INTRODUCTION

In its initial report to the Governor and Legislature in January 1987, the Alaska Minerals Com-
mission made 39 recommendations for changes in administrative policies and for the enactment
of legislation that would encourage and promote the growth of the mining industry in Alaska.
During the intervening year, many positive actions have been taken.

The new administration of Governor Steve Cowper has taken many steps to support the state's
existing industry and to promote new growth. During the legislative session, the administration
supported enactment of a mineral policy act and several other key pieces of legislation addressing
mining issues. On March 30, 1987, Governor Cowper issued a directive instructing state agencies
to take progressive steps to resolve water quality issues impacting the placer mining industry.

The administration has demonstrated a new aggressiveness in several areas affecting the state's
authority to manage its resources including negotiations with federal agencies on assertion of RS2477
rights-of-way on federal lands and intervention in legal challenges to the state's mining laws.

The administration has also made several important and positive decisions on specific mining
projects including the issuance of two coal mine permits and the favorable resolution of the state's
position on mine development plans for the U.S. Borax Quartz Hill project.

During the first session of the 15th Legislature, bills were introduced that addressed nearly all
the legislative concerns of the Minerals Commission. While none of these bills have passed, the
Commission expects that during the current legislative session, many of the Commission’ recom-
mendations will be signed into law.

Continued progress, both in legislative and administrative actions, will be critical to the future
of Alaska's mineral industry. The international mining industry has begun to make a strong recovery
as commodity prices have strengthened and provided renewed profitability to an industry hit hard
by economic recession in the first half of the 1980's.

The mining industry has once again become aware of the enormous geologic potential for the
discovery of commercial ore deposits in Alaska. The ongoing construction of the Greens Creek
and Red Dog mines has served to focus world attention on Alaska as having potential for world
class deposits. Actions to be taken by state government over the next year that demonstrate Alaska's
desire to expand its mineral industry and to provide a reasonable, competitive climate tor business,
will do much to attract exploration and development investment in the short-term. In turn, the
discovery and development of new mines will provide widespread economic benefits to the state
over the long-term.
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RECOMMENDATIONS OF THE ALASKA MINERALS COMMISSION

| Legislative Priorities

Action on the following five recommendations for passage of needed legislation should be a priority
of the 1988 Legislature.

Mineral Policy Act

a Many of the problems facing the mineral industry stem from the lack of a clear statutory
policy supporting the responsible development of Alaska's mineral resources. The Commission
members remain unanimous in their belief that the greatest immediate need is the enact-
ment of a mineral policy act that will further the economic stability of the state through
the development of Alaska's abundant metal, industrial mineral and coal resources.

Flexible Work Week

 The passage of legislation allowing work schedules to be set on the basis of project specific
considerations will allow for more efficient use of labor and provide more desirable time
off patterns for employees. This will be particularly significant for mines in remote loca-
tions with employees who reside in communities distant from the work site.

Work in Underground Mines

+ Legislation is required to amend current statutes limiting shifts at the work face of underground
mines from eight to ten hours. The antiquated statute presently in effect does not recognize
the implementation of modem safety programs and penalizes mine efficiency and employee
time off schedules on remote mining projects.

Workmen's Compensation

« Amendments to Alaska's worker's compensation laws are urgently needed to stem rapidly
rising costs to Alaska businesses. Alaska mines compete in an international market place
for the sale of their products and cannot pass on inflationary workmen’s compensation costs
to consumers.

Industrial Minerals Inventory

« The Legislature should enact SB 71 (or companion legislation HB 69), Senate Concurrent
Resolution 4, and House Concurrent Resolution 5, addressing the need for systematic identifica-
tion, inventory and reserve of sand and gravel resources by the state with particular emphasis
on meeting the present and future needs of transportation systems, populated areas, and
large scale developments within the state.

The Commission also recommends that the following actions be taken on anumber of other
issues before the Legislature during the 1988 session.

Legislation should be passed requiring agencies proposing regulations to estimatethe economic
impacts of those regulations including probable costs and benefits.
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The Alaska Statutes should be amended to grant to department commissioners the power to waive
any regulation when that regulation can be shown to be inappropriate for a particular operation
or site specific situation.

Alaska Statute 38.05.300(a) should be amended to require legislative concurrence before areas
greater than 640 acres can be closed to mineral entry.

The Commission recommends passage of Senate Bill 137, which requires the Department of Natural
Resources to annually report on state lands closed to mineral entry.

The Commission does not recommend passage of proposed legislation which closes large acreages
of state land to mineral entry (HB 93, Recreational Rivers; SB 55, Minto Flats State Game Refuge;
SB 18, Anchorage Coastal Wildlife Refuge) and which ignores present regulatory flexibility to
manage those lands and protect special resources and uses without making mineral closures.

The Commission recommends passage of Senate Bill 114 which will provide legislative oversight
of Coastal Management Plans and which will ensure that uses of state concern are protected.

The Commission recommends passage of House Bill 212 or Senate Bill 280 which designates the
Department of Natural Resources as lead agency for permitting of resource development pro-
jects. Furthermore, the agency should be granted authority for stream classification and habitat
management.

The Commission recommends passage of Senate Bill 98 which prohibits the state from requiring
water users to discharge water of higher quality than background levels.

Il. Administrative Priorities

Action by the Governor and the administration in the following three areas should be a priority
for 1988.

Wetlands Permitting

« The requirement, beginning in 1988, that placer mines receive "404" wetland permits from
U.S. Army Corps of Engineers before conducting operations, poses the potential for shutting
down the state's placer mining industry depending upon the degree of complexity and level of
requirements imposed. The Governor should direct all state agencies to ensure that the max-
imum flexibility in the "404" permit is retained by certifying that the general permit and
the abbreviated permit processes being proposed by the Corps are in concordance with State
Water Quality and Coastal Zone Management programs.

Multiple Use of Alaska Lands

 Restrictive land classifications and closures of lands to mineral entry because of perceived
surface use conflicts are contradictory to professional land management practices and are
detrimental to the economic well-being of the state. The Department of Natural Resources must
return to a system of multiple use land management that uses existing authority and regulatory
flexibility to manage state lands for the potential use of all its natural resources.
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Flexibility of Water Quality Regulations

« Asrecommended by the Alaska Miners Association/Department of Environmental Conserva-
tion Water Committee, the state should examine the use of mixing zones, the use of start-up
variances, the reclassification of drainages, the restructuring of water uses, the revision of water
quality criteria and the assumption of the NPDES program as potential areas where increased
regulatory flexibility can be introduced into the states water quality management while comply-
ing with the Clean Water Act and protecting downstream us”rs.

The Commission also recommends that the Governor and administration continue to address recom-
mendations in several other areas during 1988.

Actions of state agencies should continue to be guided by the progressive policies and instruc-
tions set out in the Governor's March 30, 1987 directive. The wate* quality regulation changes
proposed on October 27, 1987 by the Department of Environmental Conservation addressing
mixing zones and start-up variances do not meet the objectives of this directive. The Department
of Environmental Conservation should continue to aggressively pursue a workable solution by
maintaining communication with the industry.

The Department of Environmental Conservation should aggressively pursue the development of
appropriate reclassification procedures and take action on specific streams for which reclassifica-
tion requests have been submitted.

The state should continue to work toward assuming management of the National Pollutant
Discharge Elimination System (NPDES) permit program.

State agencies issuing regulations and permits should base compliance upon attainment of per-
formance standards, rather than requiring operators to use design and engineering specifications
which often prove to be inefficient, costly and ineffective.

l1l. Support for Mineral Programs and Services

The following two priority recommendations are made to both the Governor and the Legislature
to ensure continuation of state programs and services critical to the future of the mining industry.

Mineral Resource Education

 The "Alaska Resources Kit: Minerals" is an established and effective educational program that
was jointly developed and implemented by industry and the state. The Department of Educa-
tion should formalize this ongoing cooperative effort by budgeting annually for support of
teacher orientation, training, and distribution of educational materials in the schools, to match
ongoing industry contributions by the Alaska Mineral and Energy Resource Education Fund
(AMEREF) for the production of the teaching Kits.
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Division of Geological and Geophysical Surveys

+ Geological mapping, geologic surveys, mineral assessments and the publication of geologic
reports are critical to the state's ability to maintain and expand its mining industry as well as
providing for the health and benefit of the residents of the state. The Division of Geological and
Geophysical Surveys should be funded at a level sufficient to allow its existing professional
staff to work on a full-time basis and to provide operating funds for the performance of
field mapping projects and other essential services.

The Commission also recommends appropriate support be provided fo: as follows:

The basic level of services provided by the Division of Mining be supported, and budgetary in-
crements be provided to reinstitute the coal leasing and prospecting program, and to support research
for coal drying technology.

The mineral services and functions within the Department of Commerce and Economic Develop-
ment, Division of Business Development, be supported and the division further be directed and
supported to research and publish a report — in cooperation with the Department of Natural
Resources and the Mineral Industry Research Laboratory of the School of Mineral Engineering
—on potential export markets for Alaska industrial minerals and products and on the availability
of industrial mineral resources in Alaska.

State programs for professional education and for vocational and technical training services should
continue to be supported in order that the maximum number of Alaskans are eligible to fill and
hold jobs in the mining industry.
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