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WISHBONE HILL PROJECT

Wishbone Hill 1is a surface coal development project located in

south central Alaska, approximately 45 miles northeast of
Anchorage. The project consists of eight state coal leases that
are 100 percent owned by Ildemitsu Alaska, 1Inc., a subsidiary of
Idemitsu Kosan Co., Ltd. Idemitsu Kosan is the largest independent
oil company in Japan and is actively involved in coal development
and mining activities world wide. They currently use coal in their

011 refineries as well as supply coal, gas and oil to many of the
Japanese power utilities.

Exploration and development work on the proposed Wishbone Hill
surface coal mining project has been 1in progress since 1983. To
date, approximately 150 exploration and development holes have been
completed on the project area. Through this work, a surface
mineable reserve of high quality bituminous coal sufficient for a
12 to 14 year mine life has been defined. The most recent
feasibility study, completed in 1988, indicates that this coal can
potentially compete internationally on a cost and quality basis.

The Wishbone Hill Project is one of the closest Free World sources
of bituminous coal to the nations of the Pacific Rim. Compared to
other Alaskan and international coals, substantial transportation
advantages exist for the Wishbone Hill coal because of Alaska®s
proximity to the Pacific Rim, the project™ easy access to the
Alaskan rail and a new coal loadout terminal at the nearby port of

Seward. Idemitsu Eosan 1is currently finalizing arrangements with
Japanese power utilities which are scheduled to have new power
generating units coming on-line in 1990mand 1991. Therefore, it

is imperative that the Wishbone Hill Project be fully permitted and
into production by 1991 to accommodate this market opportunity.

State wide, a great deal of support has been displayed for the
project; however, a potential area of concern focuses on the coal
truck transportation requirements. In order to mitigate this
concern and facilitate the timely development of the project, the
mine developers feel that a 12-mile section of the Glenn Highway
should be upgraded even though it is not technically necessary for
the proposed <coal hauling activities. Recognizing that the
Wishbone Hill coal must compete in a highly competitive
international market, it is imperative that capital project costs
be held to a minimum. To effectively create a viable project that
will benefit both the private and public sectors, the mine
developer cannot bear the full financial burden for upgrading a
substandard public highway. Therefore, a mix of Federal, State and
private funding will be necessary to complete the required upgrade
work .

To date, project expenditures have exceeded 4.0 million dollars.
This money has been used to define an economic coal reserve base
and initiate permitting and detailed engineering activities. The
current project schedule anticipates that all of the necessary
permits and approvals will be secured by mid-1990 to accommodate
a 1991 start-up. The mine, as currently envisioned, would produce
approximately one million metric tons of clean coal per year.
Employment at full production would consist of 130 full time jobs
with an annual payroll of approximately ten million dollars per
year.



MATANUSKA-SUSITNA BOROUGH
ASSEMBLY RESOLUTION SERIAL NUMBER 89-019AM

"A RESOLUTION OF THE MATANUSKA-SUSITNA BOROUGH URGING THAT
THE ALASKA DEPARTMENT OF TRANSPORTATION AND PUBLIC
FACILITIES DEVELOP AN EQUITABLE POLICY FOR FUNDING ROAD AND
HIGHWAY PROJECTS IN WHICH THE STATE HAS A PRIMARY ECONOMIC
DEVELOPMENT INTEREST.1

WHEREAS, the Alaska Department of Transportation and
Public Facilities administers Federal and State highway
funding programs for the State; and

WHEREAS, adequate transportation infrastructure is a
basic requirement in order to attract economic development
projects and new 1investment; and

WHEREAS, Alaska does not have an adequate
transportation infrastructure, particularly in the

Matanuska-Susitna Borough; and

WHEREAS, theMatanuska-Susitna Borough and State of
Alaska havs attracted two very important economic
development projects: the Hatcher Pass Ski Resort and

Wishbone Hill Coal Mine; and

WHEREAS, the State roads providing access to these
projects, Willow Fishhook (milepost 7 to milepost 14) and
the Glenn Highway (milepost 35 to milepost 56) are
substandard and have been substandard for many years; and

WHEREAS, the Willow Fishhook and Glenn Highway serve as
major transportation corridors f&r the general public as
well as regional and out-of-state tourists; and

WHEREAS, Alaska Department of Transportation and Public
Facilities has proposed that the private sector firms
developing the Hatcher Pass Ski Resort and the Wishbone Hill
Coal Mine pay for a significant portion of the upgrades of
these publicly used roadways; and

WHEREAS, it 1is 1inconsistent and poor business practice
for the State of Alaska to aggressively seek foreign and
out-of-state 1investors and then to expect these 1investors to
fund a significant portion of the upgrade costs for

substandard roads that are used by the general public; and
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WHEREAS, the Alaska Department of Transportation and
Public Facilities has proposed that the funds for the
upgrades come from the previously approved upgrade, of the
Glenn Highway between Eklutna and Parks Highway; and

WHEREAS, other municipalities within the State have had
accelerated road programs which have delayed road projects
in the Matanuska-Susitna Borough and other areas of the

State.

NOW, THEREFORE, BE IT RESOLVED: that the Assembly of
the Matanuska-Susitna Borough Dbelieves improving publicly
used substandard roads and developing an adequate
transportation infrastructure 1is a fundamental role of the
State and the Alaska Department of Transportation and Public
Facilities; and

BE IT FURTHER RESOLVED: that the Assembly of the
Matanuska-Susitna Borough believes that private sector firms
should be charged for reasonable costs associated with their
projects and not to bear significant a financial burden for
upgrading roads that are already substandard; and

BE IT FURTHER RESOLVED: that the State of Alaska should
have a consistent marketing approach that does not penalize
new Alaskan investors by forcing them to significantly fund
upgrades of substandard roads that are used by the general
public; and

BE IT FURTHER RESOLVED: that the Assembly of the
Matanuska-Susitna Borough believes that 1if private sector
firms are being charged for significant portions of the
projects then these private sector firms should be given the
opportunity to design and manage the <construction of the

projects; and
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BE IT FURTHER RESOLVED: that the Assembly of the
Matanuska-Susitna Borough urges the State of Alaska to
develop an accelerated road program for the Borough-®s
economic development projects, especially the Hatcher Pass

Ski Resort and the Wishbone Hill Coal Mine.

UNANIMOUSLY PASSED ANr *"--———- 1 7 * 1- “e e

Matanuska-Susitna Borough

1989.
Dorothy A. Jgjnes //
Mayor
Matanuska-Susitna Borough
Linda Dahl

Borough Clerk
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MATANUSKA-SUSITNA BOROUGH
RESOLUTION SERIAL NO. 88-

A RESOLUTION OF THE ASSEMBLY OF THE MATANUSKA-SUSITNA BOROUGH
SUPPORTING THE MINING OF COAL FROM THE WISHBONE HILL
FIELD.

WHEREAS, Idemitsu Kosan Corporation of Japan proposes to

develop and export coal from the Wishbone Hill Field in the
Buffalo Mine to Eska area of the Matanuska-Susitna Borough;
and

WHEREAS, the Borough is generally supportive of the
mining industry; and

WHEREAS, this endeavor would broaden and diversify the
Borough economy in a basic sector creating an estimated 180
basic jobs and an even larger number of jobs in the secondary
sector; and

WHEREAS, the Borough currently suffers one of the highest
unemployment rates in the State; and

WHEREAS, coal mining is a -traditional industry in the
Borough and qualified people are available locally to fill
mostr if not all, positions that would be needed to conduct
this mining enterprise;

NOW THEREFORE, BE IT RESOLVED, that the Assembly of the

Matanuska-Susitna Borough stronglv supports the efforts of

l[demitsu Kosan Corporation to develc\- the-Wishbone Hill Coal

Field; and

Page 1 No. IM88-099
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Be 1T FURTHER RESOLVED, that the Borough urges Idemitsu
Kosan Corporation to hire Borough residents in so far as
practicable to conduct its operations.

PASSED AND  APPROVED by the Assembly of the
Matanuska-Susitna Borough this Jny of ( 0 :
1988.

Dorothy A. Jones, Mayor
ATTEST,;

,inda A. Dahl, Borough Zlerk

Page 2 No. IM88-099
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RESOLUTION NO. 809
A RESOLUTION SUPPORTING THE MINING OF COAL FROM WISHBONE HILL FIELD.

WHEREAS, Idemitsu Kosan has expressed an interest in reopening the
coal mining operations in the Wishbone Hill area, and

WHEREAS, 1991 1is the target date to begin shipment of coal from the

Wishbone Hill area, and

WHEREAS, the initial outlook is for coal to be mined for a twelve year
period, and

WHEREAS, the coal mining operation will employ approximately 180personnel

upon reaching full operation, and

WHEREAS, the thrust is for economic development both on the local and

state level of government, and

WHEREAS, the need for cooperation and assistance from the State of
Alaska 1is needed to assure the 1991 coal delivery date, and

WHEREAS, the transportation of the coal will be over the road and by
rail to Seward for shipment to Japan, and

WHEREAS, part of the transportation package requires that the Glenn
Highway be upgraded from south Palmer to Moose Creek, and

WHEREAS, financial participation from the State of Alaska and Ildemitsu
Kosan is needed for this vital segment of the transportation element.

NOW, THEREFORE, BE IT RESOLVED that the City of Palmer urges the Alaska
Railroad to establish reasonable rail transportation rates®"for the shipment

of coal to Seward.

BE IT FURTHER RESOLVED that the State of Alaska participate in an equitable
financing of the Glenn Highway upgrade which will be 1impacted bynot only
the increased coal hauling traffic but tourist traffic to Hatcher Pass as

wel 1.

BE IT FURTHER RESOLVED that the State of Alaska provide an expeditious
review of the permitting process which will assist Ildemitsu Kosan to meet

the 1991 deadline for beginning operations.

Publication of this Resolution shall be by posting a copy hereof on
the City Hall bulletin board for a period of ten (10) days following its

passage and approval.

Passed and approved by the City Council of the City of Palmer, Alaska,

this c w ”~ day of » 1989.

DMDL SQUA, ANCY e



Greater Sutton Chamber of Commerce
PO Box 24
Sutton, Alaska 99674

Lynne Woods, President
907/745-4527

April 26, 1988

Senator Mike Szymanski
Alaska State Legislature
P.O. Box V(MS 3100)
Juneau, AK 99811

RE: Coal Development in the Sutton Area

Dear Senator Szymanski,

The Sutton Chamber of Commerce supports devel opment of our
coal resources. We have met with representatives and are in
«favor of their initial proposals -for extraction and
exportation methods. Our support, by no means, overrides
our concerns -for protection of the environment in the Moose

Creek and Sutton areas.

We urge you to assist Hawley Resource Group and
Idemitsu-Kosan iIn anyway that you can. They have begun the
permitting process and we are” in hopes of their positive
decision to go ahead with the project in February 1989.

We —fully realize special consideration by state and local
government will need to be made on the increased use of the
Glenn Highway from Palmer to Mile 54. Your attention 1in
this area could also signal Hawley Resource Group and
Idemitsu-Kosan that we are most iInterested in their capital

investment .

Sincerely,

S&EA&W *-
Barbara Leppanen
Secretary/Sutton
Chamber of Commerce



USIBELLB COAL MINE, INC.

MARKETING

122 Flr*t Avanue
Suit. 302
Fairbanks, Alaska 60701
(907) 452-2625
FAX 451-6543

ijanuary 30, 1989

(Senator Rick Uehling

jP.0, Box V
iJuneau, AK 998810

pear Rick;

I am writing in support of the Wishbone Hill Project whicn is
being pursued by Ildemitsu Kosan near Palmer.

Attempts to forster expansion of;Alaska"s fledgling coal
industry should be strongly supported by the Administration and
the State Legislature. It is appropriate that such support be
in the form of needed transportation infrastructure upgrading
such as road improvements. Given the present embryonic stage of
tnodern coal mining in Alaska it would also be appropriate for
the legislature to review present rental, royalty and other tax
bates with a view to improving the competitiveness of Alaska
coal. Such analysis should also consider incentive measures
which the state could develop to help the industry build
critical mass and ultimately benefit from economics of scale
which are vitally important to the competitiveness of the
Industry.

QJsibelli Coal Mine enjoys a good working relationship with
Idemitsu Kosan the prospective developer of Wishbone Hill Mine.

Joe Usibelli, Jr.
president

dsibelli Coal Mine, Inc

JIU/me



Dear State Legislator:

The members of the State Economic Recovery Committee, over the last several
months, have reviewed over 20 proposals from all regions of our great state.
The attending committee members have unanimously selected 8 of these proposals
for funding consideration by yourself and the Legislature.

Each of these projects has been analyzed in terms of 14 criteria that the
Committee established as a basis for determining their support. It is our
belief, after careful analysis of these projects, that the infrastructure
funding requested from the State of Alaska will truly result in solid economic
growth as the private sector utilizes these improvements to create or expand
their operations, thus creating long-term jobs and a more stable tax base for
both the local communities and the State of Alaska.

Enclosed are brief summaries of these projects, as well as the committee's
policy statement and membership list. Not enclosed, but available as needed, is
a wealth of data on each project, including engineering studies, market
analysis, and letters and resolutions of support from both private firms and
local governments.

Thank you for your consideration of these projects. Working together, we can
achieve the diversification of our economy that will be a focus of legislative
activity during the next session. W are available to assist you in any way.

Sincerely yours,

George M Sullivan
Co-Chairman

In Concurrence:

Mayor Dorothy Jones, Mat-Su Borough Tom Friessen, Ketchikan
Mayor John Dapcevich of Sitka Jerry Harmon, Eastwind Construction
Polly Prchal, Manager City of None Wally Burnett, Fairbanks
Phil Younker, Fairbanks Halcomb Roberts, Commonwealth North

Wilson Hughes, Enserch



STATE ECONOMIC RECOYERY COMMITEE
Project Review

Project Title: Wishbone Hill Coal Project - Road Upgrade

DESCRIPTION: The Matanuska-Susitna Borough is seeking funds for road
improvements along 13 miles of the Glenn Highway north of Palmer. The road
upgrade will help facilitate the development of the Wishbone Hill Coal Field.
Idimitsu-Kosan, Inc., an international development corporation, has, since 1983,
conducted exploration and feasibility studies and applied for mining permits for
their proposed coal mine. The highway to the site entry road will be widened,
and passing lanes added to ensure the efficiency of the increased heavy vehicle
traffic that will be required in support of the development.

GOVERNVENT INFRASTRUCTURE INVESTIVENT:  The construction costs are estimated
between $1,500,000 and $5,820,000. The Mat-Su Borough is willing to commit
$500,000 towards the costs, with the remainder of the funds sought from the
State of Alaska through the Department of Transportation.

PRIVATE SECTOR INVESTMENT: Idimitsu-Kosan has already spent nearly $3,000,000
in the preliminary stages of this project, and is prepared to commit another

$40-50,000,000 to develop a fully operational facility. The project is
scheduled to commence production activity in mid 1991.

EMPLOYWENT:  This venture will create an estimated 180 long term jobs, most of
which can be accomodated by the Southcentral work force. This development
should positively impact regional support industries, particularly the trucking,

fuel and machinery supply sectors.

COVMMTTEE ANALYSIS:  The Committee felt that this project has the potential to
be a major economic boost to the economically ailing Mat-Su Borough. The
Borough government is aggressively pursuing viable public/private partnership
ventures and it is paying dividends.

Other coal mining concerns within the Borough should not be negatively impacted
as this proposed mine will be extracting a different quality of coal with
different markets also identified.

The developer will bear all site operating, maintenance and reclamatiuon costs,
but the highway arterial servicing the site will remain a government maintenance
c-)st. Such costs are more than accomodated by the expanded state and local tax
benefits created by the Wishbone Hill Mining activity.

The Committee endorses the State infrastructure funding requested by the Mat-Su
Borough as part of a multi-phase effort to revitalize and stabilize our State's

economy.



The coal hard facts

Japanese eleetricity from an
Alaskan wishbone

by Mark Harris

Why would Japan's largest
independent oil company
spend up to $70 million to open
asmall coal mine 50 miles east
of Anchorage? There are a lot
of reasons that make perfectly
good sense to the Japanese.
The nice part isthey make good
economic sense for Alaska too.

Idemitsu Kosan (IK for
short) wants to mine about one
million tons a year of bitumi-
nous coal from the hills above
Sutton. This integrated energy
conglomerate owns several oil
refineries and is active in coal
and other mining develop-
ments worldwide. It supplies
coal, gas and oil to many of
Japan's electric utilities.

IK is serious about this
Alaska venture. Serious
enough to buy out the lease
interests of two American coal
developers, to forma US. sub-
sidiary called Idemitsu Alaska,
Inc, to hire a project manage-
ment firm and spend $4 million
on exploration and pre-devel-
opment work.

During U.S.-Japan trade
negotiations iu 1988, Japanese
utilitiescame under pressure to
buyU.S.coaL This Alaskaproj-
ect,whilesmall by international
standards, is seen as a good
business deal and good for
U.S.-Japaa trade relations.

Heart of a

In 1987 IK gained 100 per-
cent equity interest in what has
become known as the Wish-
bone Hill Coal Project. The
firm has been increasing its
marketing efforts ever since.
Existing electrical generating
plants and those under con-
struction inJapan are designed
to use bituminous coaL So a
long-term market is nota prob-
lem. breaking into that market
with Alaska coal is another
matter.

Australia supplies 70 per-
cent of Japan's coal along with
South Africa and Columbia.
Japan wants to diversify its
sources. The Alaska project
would come on line just as new
coai-Gred plants are ready for
service in 1991.

Coal shipped from the
Suneel Coal Terminal in Se-
ward would have about four
days fewer transport time than
Australian coal. Seward is-
about 3,000 miles from Japan's
main industrial ports —about
1,000 miles closer than Austra-
lia shipping points. Since ship-
ping costs account for about 15
percent of coal costs, this pres-
ents a market advantage.

The advantage holds up
when comparing Wishbone
coal to bituminous coal from
the western U.S. as well. Rail

historic coal district

byMark Hams

Coal was mined from the
Wishbone Hill area from
1916 to 1968. Coal from the
old Jonesville Minewas used
by the Alaska Railroad until
equipment converted to dic-
seL  Anchorage military
bases used the coal until the
early 1960s when conversion
to newly discovered Cook
Inlet gas took place.

As local markets dried
up, there was no incentive to
find new ones because it was
believed ail the surface mine-
able coal had been extracted.
When the EvanJones opera-
tion shutdown in 1968, all the
coal deposits that could be
easilyseen had been worked.

In 1982, Chuck Hawley
began studying the geologi-
cal material and determined

that more coal was waiting just
under the gravel deposited by
receding glaciers. The joint
venture between Hawley Re-
source Group and Union Pa-
cific Resources came about in
1983 to develop four lease
blocks in the western portion of
the district.

Union Pacific acquired
three more coal leases ina 1935
state competitive lease sale and
exploration continued. The
next year, Union Pacific invited
IK tojoint venture in en explo-
ration program in the eastern
lease area. IK gain 50 percent
equity interest in the explora-
tion effort in early 1987. An-
other sliver of mineable coal
was confirmed outside existing
lease areas and the slate of
Alaska was asked to hold an-

costs to tidewater eat up what
little distance advantage west
coast terminals have over
Alaska.
By international and Lower
48 standards this is a small
project. Two mines in Wyo-
ming alono produce 33 million
<"orr.tthvenfte, €.

’I f the railroadslays with its

initial quotes, theproject will

simplyso away,"says David

Garner. Marklla n i Photo.

tons a year. However, put in a
more rclevent context, Wish-'
bone is quite large. Idemitsu
currently imports about 6 mil-
lion tons of coal annually for its
own refineries and for power
utility customers. At 1 million
tons per year, the Wishbone
project would bold a consider-
able share of new market

other lease sale. This took
place in mid-year and the
joint venture partnership
gained an eighth lease block
for a total of 25 sections of
land.

About the same time, Un-
ion Pacific underwent a man-
agement change. AnewCEO
bad plans to lake the com-
pany in another direction. All
'he holdings were offered to
Idemitsu Kosan. Exploration
results were encouraging. A
preliminary feasibility study
indicated the economics
looked good and a market
study showed the hard, bitu-
minous coal would sell in
Japan. So IK gained 100 per-
cent equity in the entire
Wishbone Hill lease hold-
ings.

sources.

Wishbone Hill is noted for
bard, dry bituminous coaL It
bums at about 11,500 Btu and
bolds 6-9 percent moisture,
according to David Germer,
project manager for IK’s
Alaskaenginecringrcpresenta-
live McKinley Mining Consult-
ants, Inc. Germer is a former
employee of Union Pacific
Resources, a subsidiary of Un-
ion Pacific Railroad, which has
been involved in the project
since the early 1980s.

The Wishbone coal is ex-
pected to bring a slight pre-
mium over Australian coalL
"Japanese power plant boilers
are geared to use just this type
of coaL” Germer said. It is
lower in sulfur and nitrogen
than competitors’product. This
makes it all the more attractive
to environmentally conscious
Japanese utilities, says Germer.

He tells of giant power
plants surrounded by residen-
tial areas in Japan’s a lies. The
plants ore immaculately dean
and feature elaborate land-
scaping so as to be pleasing to
the eye and blend into the
neighborhoods. Coal moves by
trucks with hydrauUcally oper-
ated covers and in fully en-
dowed conveyor systems to
eliminate dust problems.

IKhas has not giventhe final
go-ahead ror this project and
may not for months. Feasibility
studies are still ongoing. The
company has yet to receive its
first firm coal supply contract
from utility customers but offi-
dalssaytherek stronginterest.
Some important factorsremain
up in the air that could tip the
project over the edge of eco-
nomic feasibility.

While this Alaska coal has
the quality to demand a pre-
mium, it must still be priced
competitively with coal from
foreign producers. The base
price of Australian coal is
$36.65 per metric ton f.o.b.
(free on board ship). Feasibility
studies have yielded a prelimi-
nary pridng number for Wish-
bone coal - but that's confiden-
tial.

A major consideration isin-
state transportation fees. IK
and the Alaska Railroad have
yetto negotiate a haul rate.The
railroad has submitted a pro-
posal lor haulage rates that may
apply lor an 80-car train as fre-
quently as every other day.

Of the rail costs, Germer
said preliminary figures quoted

by the Alaska Railroad could
bump the project out of feasi-
bility range. Unoffidai sources
say the railroad wanted hauiagc
fees in the same range as Uri-
beili Mine pays for coal hauled
358 miles from Healy to Se-
ward. By comparison, Wish-
bone Hill coal would travel
some 156 milesbyraiL "Hope-
fully, we will be able to negoti-
ate a fee proportional to tho
distance our coal is hauled
compared to Usibclli coalL"
Germer said. "Also, we will be
shipping up to 300,000 more
tons peryearthanis UsibeilL So
maybewe could get a better rail
rate on a pcr-ton basis. If the
railroad stays with its initial
quotes, the project will simply
go away."

ARR vice president Rich-
ard Knapp said, “You can't
make a straight line compari-
son on distance alone. There
are considerable fixed costs in
equipment, maintenance,
crews, fuel etc. that apply re-
gardless of (he distance factor.
The variable costs arc not that
big a part of the equasion.”

Other transportation costs
come with contract agreements
and load-out fees with Sunecl
Alaska, Inn, owner of the Se-
ward coal terminaL

As for the highway trans-
portation ofcoal toarailhead, it
would be most economical for
IK to use trucks pulling tandem
trailers. Without an upgrade of
a i-onion of the Glenn High-
way, this would be prohibited.
Single-trailer (rucks can be
used on the existing road but
that means more trucks, more
tripsand more cost tacked onto
an already tightly structured
project.

Other major costs arc thoso
associated with Land reclama-
tion, labor and environmental
stipulations. Developers in
Alaska have little control over
such costs and they eat into any
geographic edge Alaska enjoys
over other international coal
marketers to the Pacific Rim.

"Almost a tl ird of our cost
isinreclamation. Australia and
other international competi-
tors don't have this cost,”
Germer said.

Laborisnosmall considera-
tion, espedallyifan employer is
to pay more than Up service to
local-hire commitments. The
Wishbone project will employ
about 180 full time workers. It
will have an annual payroll ex-
ceeding $10 million.



" AKis serious abut the Alaskan venture. Serious
enough to spend $4 million on exploration and
pre-development work/

The unitary tax is another
factor. It is an accounting for-
mula for determining how
much ofacorporation'sincome
can be taxed by a state. In
Alaska, it applies to the US.
subsidiary of a foreign parent
company. It allows state offi-
cialstosectfaebooksofOutside
investors. This alone has
prompted some Oriental firms
to turn away from Alaska ivest-
ments altogether. Gov. Steve
Cowper has come out in favor
of a “water’s edge” method of
applying the tax whereby US.
subsidiaries of foreign compa-
nies are exempt.

Germer emphasizes that
this project must stand on its
own economic merit. "This is
not political coal and this proj-
ectisnota bone being thrown to
the US.and Alaskafor the sake
of trade relations. ldemitsu
Kosan is an independent com-
pany that, unlike a quasi-gov-
emmental entity, must live or
die by the bottom line. At the
same time, it isa major, broad
based energy conglomerate
with considerable resources
behind this project. If this proj-
ect falls through, it will be be-
cause ofeconomic, not political
reasons."

Mining Plan

IK VW use a shovcl-and-
Lruck method rather than a
massive dragline such as the
Usibclli operation uses. The
Wishbone area features nu-
merous thin layers of coal that
demand equipment flexible
enough to get at ail the reserve.
IK may use three large hydrau-
lic excavators for overburden
removal and coal loading.

End-dump trucks would

haul the coal to a nearby wash
plant, which essentially re-
moves a layer of shale.

The area presents few envi-
ronmental problems, accord-
ing to Jim Helling, McKinley's
environmental and permitting
manager. The mine site is on
highgroundand featuresatight
bedrock that precludes much
ground water seepage into the
pits. There are essentially no
wetlands and surface water
runoff can be easily handled,
Helling said. Also, dust and
emissions from any handling,
testing and washing operations
will be well within established
standards.

Transportation Plan

From a washing plantat Ihc
mine site, highway-legal tan-
dem-trailer truckswould travel
a two-mile access road to (he
Glenn Highway then some 12
miles to a storage-loading area
west of Palmer. IK is negotiat-
ing with ALAGCO for a hold-
ing area b that company's
gravel pit just off the Glenn
Highway. The coal would be
stored below ground level, out
of sight and out of the wind.
Coal would be convcyorcd into
rail cars. It looks like two full
trains per week mil be needed,
Germer said.

From Seward, coal would
be loaded onto 60,000 to 70,000
dwt ships for a 10-day trip to
Okido or Tokyo terminals.
Shippbgtime from Australia is
14 days. IK is nowconsiderbg
the construction of a new ship
for the Alaska coal trade.

Not A New Project
It all started b 1932 when
management at Union Pacific

Jim Helling (center), manager o fpermittingfor McKinley Mining Consultants,
Inc. discusses planningfor the \Vishbonc Hillproject with McKinley's project
manager, David Gemterand Engineering Manager, Fred Mrkonjich.

Railroad was hot to cash b on
exportbg energy resources to
the Pacific Rim. A subsidiary,
Union Pacific Resources, saw
an opportunity to market coal
to Japan by 1991, when it was
determbed “a wbhdow of op-
portunity” would open up. =

Ajobt venture was formed
with Chuck Hawley, well
known for his years of mberals
expertise b Alaska. Itwashelp-
ful that Hawley Resource
Group held options on four
state coal leases b the Wish-
bone Hill area near Sutton.

After a year of exploratory
drilling and testing, on 11-mil-
lion-lon surface mbeable coal
deposit was announced. That
grewby25percentafterfurther
exploration m 1984. The group
gabed three more state leases
that year and talk of a mbe-
mouth power plantstartcJ. The
idea was she!"ed as Alaska's
economy went on the skids in
1985.

Mat-Su Borough Likes It

The Matanuska-Susitna
Borough is dobg a social im-
pact study on the project. Offi-
cials expect tosec some spin-off
economic benefits b addition
to more than 150jobs for bor-
ough residents. There would be
economic benefits through the
sale of fuel, tires, parts, gravel,
explosives and food supplies,
and all manner of services.

Some consideration has
been given to writing job de-
scriptions and required qualifi-
cations a year b advance of
mine start up. This would allow
time for job applicants to get
training in the various fields.
Truck drivers, heavy equip-
ment operators and mechanics

Mark Hants Photo.

will be b high demand. Public
sentiment toward the project is
generally positive. In a region
plagued with double digit un-
employment rates for most of
the 1980s, the prospect for up to
180jobs iswelcome news..

Mat-Su officials would like
to see a million tons of coal per
year shipped out of a borough
owned port proposed for Pobt
MacKenzie. That would re-
quire about a 18-mile rail spur
and a coal loadhg facilityat the
port

The Alaska Railroad would
be glad toconstructarail Ibe to
theport ifsomebodyclse comes
up with the money. That isn't
likely to be IK. Fbancing rail-
road construction at today’s
cost of about $1 million a mile
isn’t economic fora $50 million
to$60millioa miningoperation
with a 12-14-year lifespan.

As soon as IK started mak-
ing serious mbe development
noises, borough and state
people started thinking about
rebuildbg a rail Ibe to Suttoa
on an old right-of-way still
owned by the railroad. The
public took to the rail concept
asopposed to truck transportof
the coal. However, environ-
mental considerations, a con-
struction timetable of fiveyears
and high costs all but killed the
rail idea by late 1988. Alaska
Railroad vice president R. J.
Knapp said to expect a $20-
million price tag for the 13-miJe
extension from Palmer to Sut-
toa. This alone puts it out of
financial feasibility for IK.

The project remains fea-
sible, however, with (rucks
hauling tandem beily-dump
trailers 12 miles to an existing
loading facility on the Glenn

Highway west of Palmer.

Palmer residents con-
cerned about heavy trucks
rumbling past town at all hours
has been mollified by assur-
ances ofcareful scheduling and
the lure of a multi-million dol-
lar upgrade of the Glenn High-
way between Sutton and the
loadout facility. This would
include greater pavement
thickness, road widening, turn
pockets at intersections, dimb-
bg lanes on hills and special
signage. IK has bdicated it
would supply a sanding truck
for use when road conditions
warrent.

The Glenn Highway up-
grade is not part ofthe Depart-

ment ol Transportation’s cur-
rentsix-year plan. Finding this
project would likely delay or
bump another off the books. A
prelimbary DOT report puts
the highway upgrade at $9,075
million. Idemitsu Kosan is
being asked (ofund$3.4 miltion
of that.

Sucha project would create
more jobs and vastly improve
the worst stretch of a major
tourist and commerce route.
Project backers feel the high-
way upgrade will surely be
funded and built at some pobt
ifIKdeddcs to start mining the
leases.

Some federal money would
comebyconvbchg the Federal
Highway Admbislralion to
extend a Glenn Highway proj-
ect already slated for 1991,
DOT officials say the agency
seems receptive to the idea. A
request for $1 million b state
general fundsis pending aswefi.
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BRIEFING PAPER

WISHBONE HILL COAL DEVELOPMENT/
GLENN HIGHWAY IMPROVEMENTS
MILEPOST 35-56

January 31, 1989

A reconnaissance study which evaluated the Glenn Highway improvements related
to the development of the Wishbone Hill Coal Mine was forwarded to the mine
developers on December 21. A meeting was held on January 12 between
representatives of McKinley Mining Consultants, Idemitsu Kosan Co. Ltd., Alaska
lIndustrial Development and Export Authority, and the department to discuss these
improvements and the mine development. This meeting was very positive and a
close working relationship is anticipated between the mine developers and the
department. At the present time, this proposed coal mine development appears
to be viable and proceeding in a manner which indicates the project will begin
operation in late 1991 as proposed by the developers.

A meeting between the department and the FHWA was held on January 23 and 24 to
review and conduct a field survey of the Glenn Highway improvements associated
with this coal mine. The cost estimate for the Glenn Highway safety and capacity
improvements desirable to accommodate the coal haul operation associated with
this mine development is estimated to range between $9-10 million. If a decision
IS made to proceed with the development of the Glenn Highway improvements on a
schedule corresponding to the.-.extant possible with the beginning of coal haul
operations in mid to late 1991, the highway improvement construction phase
funding should be programmed in FFY'90 or FFY'91,

Other projects which may need to be delayed to accommodate this funding change
should be identified, reviewed and tentatively approved prior to meeting with
the mine developers to conceptually agree on a course of action for financing
and scheduling the highway improvements. The next meeting with the mine
developers on thi3 project is proposed for the middle of February to achieve
conceptual agreement on financing and scheduling road improvements. We expect
to know by this meeting what aspects of the Glenn Highway improvements associated
¥\_/ith this proposed coal haul activity the FHWA is willing to participate in
inancing.

By late February, Central Region will have recommendations developed regarding
the budget adjustments necessary to accommodate the inclusion of the Glenn
Highway Improvements associated with this project. Prior to formalizing any
budget modifications to accommodate these highway improvements, an agreement
regarding cost sharing noeds to be approved by the department and the mine
developers. Once agreement has been reached between the department and the mine
developers and Central Region's recommended budget modifications have been
reviewed and approved by the Commissioner, the necessary CIP budget adjustment
documents will be forwarded for inclusion in the Governor's budget. This is
expected to be accompolished by early March.

The following schedule summarizes the actions anticipated in the immediate future
to address the Glenn Highway improvements:
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January 23-24

Early February

Mid-February

Early March

Early March

RM:kc

Meeting with FHWA to review the proposed highway
improvements,

Central Region develops draft budget modifications for
the Commissioner's review to accommodate the highway
improvements.

Meet with mine developers to achieve conceptual agreement
on financing highway improvements.

Formal agreement on highway improvement financing
developed and approved by the department and the mine
developers.

Budget modifications forwarded to the Governor's Office,



The coal hard facts

Japanese electricity from an
Alaskan wishbone

byMark Harris

Why would Japan's largest
independent oil company
spend up to 570 million toopen
asmall coal mme 50 miles east
of Anchorage? There are a lot
of reasons that nuke perfectly
good sense to the Japanese.
The nice part isthey make good
economicsense lor Alaska too.

Idemitsu Xosan (IK for
short) wantstc mine about one
million tons a year of bitumi-
nous coal from the hills above
Sutton. This migrated energy
conglomerate -oans several oil
refineriesand is active in coal
and other mining develop-
ments worldwide. It supplies
coal, g.-t and oil to many of
Japan's electric utilities.

IK is serious about this
Alaska venture. Serious
enough to buy out the lease
interests of two American coal
developers, to forma US. sub-
sidiary calied ldemitsu Alaska,
Inc, to hire a project manage-
ment firm and spend $4 million
on exploration and pre-devel-
opment work.

During U-S.-Japan trade
negotiations in 1988, Japanese
utilitiescame under pressure to
buy U i coaL ThisAlaska proj-
ect, whilesmall by international
standards, is seen as a good
business deal and good for
U-S.-Japan trade relations.

Heart of a

fn 1987 IK gained 100 per-
cent equity interest in what has
bea-.ne known as the Wish-
bone Hill Coal Project. The
firm has been increasing its
marketing efforts ever since.
Existing electrical generating
plants and those under con-
struction in Japan are designed
to use bituminous coaL So a
long-term marketisnotaprob-
Icm. Breaking into that market
with Alaska coal is another
matter.

Australia supplies 70 per-
cent ofJapan’s coal along with
South Africa and Columbia.
Japan wants to diversify its
sources. The Alaska project
would come on line just as new
coal-fired plants are ready for
service in 199L

Coal shipped from the
Sunecl Coal Terminal in Se-
ward would have about four
days fewer transport time than
Australian coal. Seward is
about 3,000 miles from Japan's
main industrial ports —about
1,000 miles closer than Austra-
lia shipping points. Since ship-
ping costs account for about 15
percent of coal costs, this pres-
ents a market advantage.

The advantage holds up
wiien comparing Wishbone
coal to bituminous coal from
the western VS. as welL Rail

historic coal district

byMmkHarris

Coal was mined from the
Wishbone Hill area from
1916 to 196S. Coal from the
oldJooesviBc Mine was used
by the Alaska Railroad until
equipment converted to dic-
scL  Anchorage military
bases used the coal until the
early 1960swhen conversion
to newly discovered Cook
Inlet gas took place.

As local markets dried
up, there was no incentive to
find new occs because it was
believed all thesurface mine-
able coal had been extracted.
When the EvanJoues opera-
tion shut down in 1968, all the
coal deposits (hat could be
easilyseen bad been worked.

In 1982, Chuck Hawley
began studying the geologi-
cal material and determined

that more coal was waiting just
under the gravel deposited by
receding glaciers. The joint
venture between Hawley Re-
source Group and Union Pa-
cific Resources came about in
1983 to develop lour lease
blocks in the western portion of
the district.

Union Pacific acquired
three more coal leases in a 1985
state competitive lease sale and
exploration continued. The
next year, Union Pacific invited
IK tojoint venture in an explo-
ration program in the eastern
lease area. IK gain 50 percent
equity interest in the explora-
tion efTort in early 19S7 An-
other sliver of mineable coal
was confirmed outside existing
lease areas and the state of
Alaska was asked to hold an-

costs to tidewater cat up what
little distance advantage west
coast terminals have over
Alaska.

By international and Lower
48 standards this is a small
project. Two mines in Wyo-
ming alone produce 33 million

4B

"Ifthe railroad stays with its

initial quotes, die project will

simply go away, 'says David

Germer. Mark Harm Phoio.

tons a year. However, put in a
more relevent context. Wish-
bone is quite large. Idemitsu
currently imports about 6 mil-
lion tons of coal annually for its
own refineries and for power
utility customers. At 1 million
tons per year, the Wishbone
project would hold a consider-
able share of new market

other lease sale. This took
place in mid-year and the
joint venture partnership
gained an eighth lease block
for a total of 25 sections of
land.

Aboutthe same time, Un-
ion Pacific underwent a man-
agement change. A new CEO
bad plans to take the com-
pany inanother direction. All
the holdings were ofTered to
Idemitsu Kosan. Exploialion
results were encouraging. A
preliminary feasibility study
indicated the economics
looked good and a market
study showed (he bard, bitu-
minous coal would sell in
Japan. So IK gained 100 per-
cent equity in the entire
Wishbone Hill lease hold-
ings.

sources.

Wishbone Hill is noted for
hard, dry bituminous coalL
bums at about 11,500 B(u and
holds 6-9 percent moisture,
according to David Germer,
project manager for IK's
Alaskaengineering represents-
live McKinley Mining Consult-
ants, Inc. Germer Is a former
employee of Union Pacific
Resources, a subsidiary of Un-
ion Pacific Railroad, which has
been involved in the project
since the early 1980s.

The Wishbone coal is ex-
pectcd to bring a slight prc-
miura over Australian coalL
“Japanese power plant boilers
are geared to use just this type
of coaL” Germer said. It is
lower in sulfur and nitrogen
than competitors’product.This
makes it all the more attractive
to environmentally conscious
Japanesc utilities,saysGermer.

He tells of giant power
plants surrounded by residen-
tial areas in Japan’s cities. The
plants are immaculately clean
and feature elaborate land-
scaping so as to be pleasing to
the eye and blend into the
neighborhoods. Coal moves by
trucks with hydraulicaliy oper-
ated covers and in fully cn-
doscd conveyor systems to
eliminate dust problems.

IKhasbasnotgiventbefinal
go-ahead for this project and
may not for months. Feasibility
studies are still ongoing. The
company has yet to receive its
first firm coal supply contract
from utility customers but offi-
dais say there isstrong interest,
Somcimportaat factorsremain
up in the air that could tip the
project over the edge of eco-
nomic feasibility.

While this Alaska coal has
Ibe quality to demand a prc-
mium, it must still be priced
competitively with coal from
foreign producers. The base
price of Australian coal is
536.65 per metric ton f.0.b.
(free on board ship). Feasibility
studies have yielded a prelimi-
nary pridng number for Wish-
bone corl -+ but that's coofidca-
tiaL

A major consideration isin-
state transportation fees. IK
and the Alaska Railroad have
yet to negotiate a haul rate. The
railroad has submitted a pro-
posal for haulage rates that may
applyfor an 80-car train as frc-
qucntly as every other day.

Of the rail costs, Germer
said preliminary figures quoted

Tide Obseh/t- ['1

by the Alaska Railroad could
bump the project out of feasi-
bility range. Unofficial sources
saytherailroadwantedhaulago
fees in the same range as Usi-
belli Mine pays for coal hauled
358 miles from Healy to Se-
ward. By comparison. Wish--
bone Hill coal would travel
some 156 milesbyraiL “Hope-
fully, we will be able to negoti-
ate a fee proportional to the
distance our coal is hauled
compared to Usibelli coal,"
Germer said. "Also, we will be
shipping up to 300,000 more
tonsperyearthnnisUsibellLSo
maybewe could get a better rail
rate on a pcr-ton basis. If the
railroad stays with its initial
quotes, the project will simply
go away."

ARK vice president Rich-
ard Knapp said, “You can’t
make a straight line compari-
son on distance alone. There
are considerable fixed costs in
equipment,  maintenance,
crews, fuel, etc. that apply re-
gardlcss of the distance factor,
The variable costs are not that
big a part of the cqoasion.”

Other transportation costs
come with contractagreements
and load-out fees with Sunecl
Alaska, In<x, owne- uf the Se-
ward coal termind.

As for the highway trans-
portationofcoal to arailhead, it
would be most economical for
IK to use trucks pulling tandem
trailers. Without an upgrade of
a portion of the Glenn High-
way, this would be prohibited,
Single-trailer trucks can be
used on the existing road but
that means more trucks, more
tripsand more cost tacked onto
an already tightly structured
projed.

Other major costs are those
associated with land rcdama*
tion, labor and environmental
stipulations. Developers in
Alaska have little control over
such costs and they cat into any
geographic edge Alaska enjoys
over other international coal
marketers to (he Pacific Rim.

”Almost a third of our cost
isin reclamation. Australia and
other international competi-
tors don't have (his cost,”
Germer said,

Laborisoosmallconsidera-
lion, espedally ifan employer is
to pay more than lip service to
local-hire commitments. The
Wishbone project will employ
about 180 full lime workers. It
will have an annual pay-roll ex-
cccding 510 million.



" AK s serious abut trie Alaskan venture. Serious
enough tospend $4 million on exploration and
pre-development work/

The unitary tax is another
factor. It is an accounting for-
mula for determining how
much ofa corporation’sincome
can be taxed by a state. In
Alaska, it applies to the U.S.
subsidiary of a foreign parent
company. It allows state offi-
cialsto seethebooksof0 ulside
investors. This alone has
prompted some Oriental firms
torum away from Alaska ivest-
ments altogether. Gov. Steve
Cowper has come out in favor
ofa “water’s edge" method of
applying the lax whereby U.S.
subsidiaries of foreign compa-
niesare exempt.

Germer emphasizes that
this project must stand on its
own economic merit. “This is
not political coal and this proj-
ectisnotabone being thrownto
theU5.aod Alaska for the sake
of trade relations. Idemitsu
Kosan is an independent com-
pany that, unlike a quasi-gov-
emmcntal entity, must live or
die by the bottom, line. At the
same time, k isa mxjor, broad
based energy conglomerate
with considerable resources
behind this project. If this proj-
ect falls through, it will be be-
cause of economic; not political
reasons.”

Mining Plan

IK will use a shovel-and-
truck method rather than a
massive dragline such as the
Usibelli operation uses. The
Wishbone area features nu-
merous thin layers of coal that
demand equipment flexible
enough to get at all the reserve.
IK may use three large hydrau-
lic excavators for overburden
removal and coal loading.

End-dump trucks would

haul the coal to a nearby wash
plant, which essentially re-
moves a layer of shale.

The area presents few envi-
ronmental problems, accord-
ing to Jim Helling, McKinley’s
environmental and permitting
manager. The mine site is on
high ground and featuresa tight
bedrock that precludes much
ground water seepage into the
pits. There are essentially no
wetlands and surface water
runoff can be easily handled,
Helling said. Also, dust and
emissions from any handling,
testing and washing opcr -lions
will be well within established
standards.

Transportation Plan

From awashingplant at the
mine site, highway-legal tan-
dcm-trailer trucks would travel
a two-mile access road to the
Glenn Highway then some 12
miles to a storage-loading area
west of Palmer. IK is negotiat-
ing with ALAGCO for a hold-
ing area in that company’s
gravel pit just ofT the Glenn
Highway. The coal would be
stored below ground level, out
of sight and out of the wind.
Coal would be convcyorcd into
rail cars. It looks like two full
trains per week will be needed,
Germer said.

From Seward, coal would
be loaded onto 60,000 to 70,000
dwt ships for a 10-day trip to
Oicido or Tokyo terminals.
Shippingtime from Australia is
14 days. 1K is now considering
the construction ui a new ship
for the Alaska coal trade.

Not A New Project
It all started in 1932 when
management at Union Pacific
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Jim Helling (center), manager o fpermittingfor McKinley Mining Consultants,
Inc. discusses planningfor the 1Vishbone Hillproject with McKinley'sproject
manager, David Germer and Engineering Manager, Fred Mrkonjich.

Railroad was hot to cash in on
exporting energy resources to
the Pacific Rim. A subsidiary,
Union Pacific P.esourccs, saw
an opportunity to market coal
to Japan by 1991, when it was
determined “a window of op-
portunity” would open up.

A joint venture was formed
with Chuck Hawley, well
known for his years of minerals
expertise in Alaska. Itwas help-
ful that Hawley Resource
Group held options on four
stale coal leases in the Wish-
bone Hill area near Sutton.

After a year of exploratory
drilling and testing, an 11-mil-
lion-ton surface mineable coal
deposit was announced. That
grewby25 percent afterfurthcr
exploration in 1984. The group
gained three more state leases
that year and talk of a mine-
moulh power plantslarted.The
idea was shelved as Alaska's
economy went on the skids in
1985.

Mat-Su Borough Likes It

The Matanuska-Susitna
Borough is doing a social im-
pact study on the project. Offi-
dalscxpcct tosee some spin-off
economic benefits in addition
to more than 150 jobs for bor-
ough residcnts. Therewouldbc
economic benefits through the
sale of fuel, tires, parts, gravel,
explosives and food supplies,
and all manner of services.

Some consideration has
been given to writing job de-
scriptions and required qualifi-
cations a year in advance of
mine start up.This would allow
lime for job applicants to get
training in the various fields.
Truck drivers, heavy equip-
ment operators and mechanics

Hark Hants Photo.

will be in high demand. Public
sentiment toward the project is
generally positive. In a region
plagued with double digit un-
employment rates for most of
the 1980s, the prospect for up to
180jobs is welcome news,.

Mat-Su officials would like
to see a million tons of coal per
year shipped out of a borough
owned port proposed for Point
MacKcnzie. That would re-
quire about a 18-mile rail spur
and acoal loading facilityat the
port.

The Alaska Railroad would
be glad to construct arail lineto
theport ifsomebody else comes
up with the money. That isnt
likely to be IK. Financing rail-
road construction at today’s
cost of about $1 million a mile
isn't economic for a 550 million
to 560 million mining operation
with a 12-14-ycar lifespan.

As soon as IK started mak-
ing serious mine development
noises, borough and state
people started thinking about
rebuilding a rail line to Sutton
on an old right-of-way still
owned by the railroad. The
public took to the rail concept
asopposed to truck transport of
the coal. However, environ-
mental considerations, a con-
struction timetable of five years
and high costs all but killed the
rail idea by Late 1988. Alaska
Railroad vice president R. J.
Knapp said to expect a 520-
million price tagfor the 13-mile
extension from Palmer to Sut-
ton. This alone puts it out of
financial feasibility for IK.

The project remains fea-
sible, however, with trucks
hauling tandem beUy-dump
trailers 12 miles to an existing
loading facility on the Glenn

Highway west of Palmer.

Palmer residents con-
cerned about heavy trucks
rumbling past town at all hours
has been mollified by assur-
ances of careful scheduling and
the lure of a multi-million dol-
lar upgrade ofthe Glenu High-
way between Sutton and the
loadout facility. This would
include greater pavement
thickness, road widening, turn
pockets at intersection, climb-
ing lanes on hills and special
signage. IK has indicated it
would supply a sanding truck
Tor use when road conditions
wsttedL

The Glenn Highway up-
grade is not part of the Depart-

ment of Transportation's enr-
rentsix-year plan. Funding this
project wonld likely delay or
bump another offthe books. A
preliminary DOT report puts
the highway upgrade at 59.075
million. Idemitsu Kosan is
beingasked to fund 53.4 mitlion
of that.

Such a project would create
more jobs and vastly improve
the worst stretch of a major
tourist and commerce route.
Project backers feel the high-
way upgrade will surely be
funded and built at some point
ifIK decides to start mining the
leases.

Some federal money would
come by convincing the Federal
Highway Administration to
extend a Glenn Highway proj-
ect already slated for 1991.
DOT officials say the agency
seems receptive to the idea. A
request for 51 millioa in state
genetal fundsb pendingu wefl.



MATANUSKA-SUSITNA BOROUGH
RESOLUTION SERIAL NO. 88- &=

A RESOLUTION OF THE ASSEMBLY OF THE MATANUSKA-SUSITNA BOROUGH
ElUEPLPS)RTING THE MINING OF COAL FROM THE WISHBONE HILL

WHEREAS, Idemitsu Kosan Corporation of Japan proposes to

develop and export coal from the Wishbone Hill Field in the
Buffalo Mine to Eska area of the Matanuska-Susitna Borough;
and

WHEREAS, the Borough is generally supportive of the
mining industry; and

WHEREAS, this endeavor would broaden and diversify the
Borough economy in a basic sector creating an estimated 180
basic jobs and an even larger number of jobs in the secondary
sector; and

WHEREAS, the Borough currently suffers one of the highest
unemployment rates in the State; and

WHEREAS, coal mining is a 'traditional industry in the
Borough and qualified people are available locally to fill
most, if not all, positions that would be needed to conduct
this mining enterprise;

NOW THEREFORE, BE IT RESOLVED, that the Assembly of the

Matanuska-Susitna Borough strongly supports the efforts of

Idemitsu Kosan Corporation to develop the Wishbone Hill Coal
Field; and
Page 1 No. IM88-099

Res. 88- m



STATE ECONOMC RECOMERY QQ'IMTEE
Project Review

Project Title: Wishbone Hill Coal Project - Road Upgrade

DESCRIPTION:  The Matanuska-Susitna 3orough is seeking funds for road
improvements along 13 miles of the Glenn Highway north of Palmer. The road
upgrade will help facilitate the development of the Wishbone Hill Coal Field.
Idimitsu-Kosan, Inc., an international development corporation, has, since 1983,
conducted exploration and feasibility studies and applied for mining permits for
their proposed coal mine. The highway to the site entry road will be widened,
and passing lanes added to ensure the efficiency of the increased heavy vehicle
traffic that will be required in support of the development.

COVERNMVENT INFRASTRUCTURE INVESTVENT:  The construction costs are estimated
between $1,500,000 and $5,820,000. The Mat-Su Borough is willing to commit
$500,000 towards the costs, with the remainder of the funds sought from the
State of Alaska through the Department of Transportation.

PRIVATE SECTOR INVESTMENT: Idimitsu-Kosan has already spent nearly $3,000,000
in the preliminary stages of this project, and is prepared to commit another
$40-50,000,000 to develop a fully operational facility. The project is
scheduled to commence production activity in mid 1991.

BEVPLOYMENT:  This venture will create an estimated 180 long term jobs, most of
which can be accomodated by the Southcentral work force. This development
should positively impact regional support industries, particularly the trucking,

fuel and machinery supply sectors.

COMMTTEE ANALYSIS: The Committee felt that this project has the potential to
be a major economic boost to the economically ailing Mat-Su Borough. The
Borough government is aggressively pursuing viable public/private partnership

ventures and it is paying dividends.

Other coal mining concerns within the Borough should not be negatively impacted
as this proposed mine will be extracting a different quality of coal with
different markets also identified.

The developer will bear all site operati<ng, maintenancéﬁand reclamatiuon costs,
but the highway arterial servicing the site will remain a government maintenance
cost. Such costs are more than accomodated by the expanded state and local tax
benefits created by the Wishbone Hill Mining activity.

The Committee endorses the State infrastructure funding requested by the Mat-Su
Borough as part cf a multi-phase effort to revitalize and stabilize our State's

economy.





