


Alaska State Legislature
State Capitol 

Juneau AK 99801

SPONSOR STATEMENT 

SENATE RESOURCES COMMITTEE 

Senate Bill 240: Mining Bonding Pool

The Senate Resources Committee introduced SB 240 in response to recommendations by 
the Alaska Minerals Commission in its January 1996 report to the Legislature and 
Governor.

The Legislature in 1990 passed legislation to ensure reclamation during and after mining on 
state, federal, municipal and private lands and waters. In 1982, the Legislature passed a 
similar law regarding surface coal mining operations in Alaska.

The primary difference is that coal mining operations under AS 27.21.160 have been 
required to post a performance bond or surety that has been difficult for coal mine permit 
applicants to obtain.

Allowing surface coal mining owners and operators access to the state's bonding pool (AS 
27.19.040(b)) will ensure reclamation bonding will be available for qualified Alaska 
developments and operations.

The testimony in the packet refers to the incorporation of a surface coal mining advisory 
commission in a House bill similar to SB 240. The Chairman chose not to include the 
creation of a new commission in SB 240, because of the cost and the likelihood that the 
issues raised can be addressed by the Alaska Minerals Commission.
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MEMORANDUM

TO: Representative Joe Green, Co-Chairman 
Representative Bill Williams, Co-Chairman 
House Resources Committee

FROM: Senator Loren Leman, Chairman
Senate Resources Committee

DATE: March 19,1996

RE: SB 240: MINING BONDING POOL

Please schedule at your earliest convenience a hearing on Senate Bill 240: Mining/Bonding 
Pool. This legislation was introduced by the Senate Resources Committee at the request of 
the Alaska Minerals Commission. It is one of the Commission's recommendations to made 
in its January 1996 report to the Legislature.

SB 240 amends the Alaska Surface Coal Mining Control and Reclamation Act to explicitly 
allow coal operations to participate in the statewide bonding pool (AS 27.19.040(b)) in lieu 
o f a performance bond under AS 2.21.160.

The bill was reported out of Resources with six do pass recommendations and passed the 
Senate February 14 with 19 yeas.

If you have questions regarding this legislation, please contact Senate Resources 
Committee Staff, Annette Kreitzer at 465-4907.
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Charlie Boddy
V ice  P re s id e n t  O f G o v e rn m e n ta l  R e la tio n *

January 31, 1996

Representative Tom Brice 
Alaska State Legislature 
Capitol Building - Room 3466 
Juneau, Alaska 99801-1182

Subject: HB 439 State Bonding Pool Amendments 

Dear Representative Brice:

Usibelli Coal Mine Incorporated (UCM) wishes to thank you and your staff for the 
attentive effort which resulted in the introduction o f HB 439. Allowing surface coal 
mining owners and operators guaranteed access to the State’s bonding pool, secures a 
new source o f  bonding for the reclamation programs required by certain regulatory 
agencies.

The Alaska Surface Coal Mining Control and Reclamation Act (ASCMCRA) o f  1982 
allows successful permit applicants various types o f reclamation bonding as an option to 
insure successful reclamation o f mined properties. Collateral, surety and self bonding 
mechanisms are provided for under the ASCMCRA statute (AS 27.21). Unfortunately, 
more than a decade after the passage o f ASCMCRA, the self bonding regulations are 
not yet approved or available for use by coal mine permit applicants. Additionally, 
surety bonding companies have been disinclined to make bonding available in a state 
where only one coal mine is in production. The limitations forced upon our fledgling 
industry are quickly apparent, and other avenues for bonding are needed and 
appreciated.

HB 439 also addresses an earlier recommendation o f the Mineral Commission to create 
a surface coal mining advisory commission. The commission will act as a liaison 
between the state legislature, administration, the fcdcial Office o f Surface Mining 
Reclamation and Enforcement (OSMRE), and the regulated community. The regulated 
community in this instance are those individuals or mining companies with a vested 
interest in state leases, private lands, or native lands.
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Although the current legislation directs the governor to make all nine o f the 
appointments, the legislature may want to consider making a select number o f  
appointments themselves. The legislature may also want to consider making the 
chairperson o f  the Senate and House Resource Committees ex-officio members o f  the 
proposed commission.

After comparing opinions with Bob Stiles, president o f the Alaska Coal Association, we 
believe a two year life for the newly formed commission would be adequate. At the 
national level, Wyoming Representative Barbara Cubin has introduced special 
legislation (H.R. 2372) that will allow states such as Alaska, who have primacy to 
regulate sutface coal mining, the ability to manage their state tailored program with 
diminished interference from the OSMRE.

Onc o f  the tasks the commission could work on clarifying would be the relationshi p o f 
the state and federal agencies in applying the regulations developed for use in the 
coterminous United States, to the unique environment we experience here in Alaska. A  
documented study performed by the National Research Council pursuant to section 708 
o f  PL 95-87 (the federal Surface Coal Mining Control and Reclamation Act o f  1977) 
could also be reviewed and utilized to identify necessary changes to reader the 
ASCMCRA more effective and workable on a regional basis. This 328 page 
investigation was authored by members selected from the National Academy o f  
Sciences and the National Academy o f  Engineering. The undertaking was chaired by a 
distinguished Alaskan, Dr. Earl H. Beistlinc.

Arctic mining will always present numerous challenges and opportunities for those with 
the intestinal fortitude to participate in this segment o f the Alaska economy. Your 
responsible efforts to assist our industry have always been appreciated. Thank you for 
preparing such forward thinking legislation. With best regards, I remain,
Sincerely,

Charlie Boddy

cc: The Honorable Loren Leman, Alaska State Senate
Steve Borell, AMA 
Bob Stiles, ACA 
Becky Gay, RDC
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Alaska Minerals Commission

COAL ISSUES

F IN D IN G : In 1 9 9 0  the A la s k a  S ta te  L e g is la tu r e  p a ssed  in to  la w  a  n ew  sta tu te  to e n su re  re c lam a tio n  occu rred  

d u r in g  and a fte r m in in g  on s ta te , fe d e ra l, m u n ic ip a l, and p r iv a te  land  and w a te r . In 1 9 8 2  the L e g is la tu r e  p a ssed  

a s im ila r  law  re g a rd in g  su r fa c e  c o a l m in in g  opera tion s in A la sk a . T h e se  tw o  p ro g ram s o f fe r  v a r io u s  rec lam atio n  

bo n d in g  m e ch an ism s to c o m p a n ie s  and  in d iv id u a ls  en gaged  in m in in g  a c t iv it ie s .  A p r im a ry  d if fe re n c e  e x is t s , 

h o w eve r , in that co a l m in in g  o p e ra t io n s  a re  cu rren tly  not ab le  to p a rt ic ip a te  in  the S t a te ’s b ond in g  poo l. A 

c h an g e  in  statu te is  ad vo ca ted  to a l lo w  fo r p a rtic ip a tio n , i f  d e s ired , o f  a ll m in in g  c o m p an ie s  and in d iv id u a ls  in 

the S ta te ’s b o nd in g  poo l.

 --------------------------------------- T H E  C O M M IS S IO N  R E C O M M E N D S  T H A T : --------------------------------------------------

9. The Governor should direct the Commissioner o f  Natural Resources to prepare necessary changes 
lo AS 27.19.010(c) and  A S  27.19.040(b) to allow fo r  the inclusion o f  all m ining companies and  
individuals in the State o f  A laska 's reclamation bonding pool.
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COMM ISSION RECOMMENDATIONS

9 The Governor and Legislature should provide expanded budgetary and programmatic support to the 
Citizens Advisory Commission on Federal Areas.

FINDING 10 . A laska S ta tu te  46.40.040 lists the d u ties  o f the C oastal Policy Council (CPC). O ne d u ty  is 
to iden tify  an d  m anage "U ses of State C oncern." A laska S ta tu te  46.40.060 sta tes  tha t the CPC is to review  
and  ap p ro v e  C oastal M anagem ent P rogram s, an d  to en su re  tha t the p ro g ram s do  no t a rb itra rily  or u n ­
reasonably  restric t o r exclude "U ses of State C oncern ." A laska S tatu te 46.40.100 states th a t the  L egislature 
shall ap p ro v e  gu idelines and  s tan d ard s ad o p ted  by  the CPC. The CPC has defined  the "U ses of State 
C oncern" by  resolution.

COMMISSION RECOMMENDATIONS

10 The Legislature should act on the resolution o f the Coastal Policy Council which defines the "Uses o f State 
Concern," and ensure that economic development opportunities, such as mining, be included in the guide­
lines and standards.

FINDING 11 . In 1990, the A laska State L egislature passed  in to  law  a new  sta tu te  to en su re  reclam ation  
occurred  d u rin g  an d  after m ining on  state, federal, m unicipal, and  p riv a te  land  and  w ater. In 1982, the 
Legislature p assed  a sim ilar law  regard ing  surface coal m in in g  operations in A laska. These tw o p ro g ram s 
offer v ario u s reclam ation  b o n d in g  m echanism s to  com panies and  in d iv id u a ls  engaged  in m in in g  activ i­
ties. H ow ever, p rim ary  difference exists, in that, coal m in in g  operations are  cu rren tly  n o t able to partic i­
pa te  in  the S ta te 's  b o n d in g  pool. A  change in s ta tu te  is advocated  to allow  for partic ipa tion , if desired , 
of all m in in g  com panies an d  ind iv iduals  in  the S ta te 's  b o n d in g  pool.

11 i\cA •The Legislature should prepare necessary changes to-AS-2rrl9.0W (cJ and AS 27.19.040(b) to allow fo r  the 
inclusion o f  a ll mining companies and individuals in the State o f Alaska's reclamation bonding pool.

ED U C A T IO N  A N D .'R E S E A R C H

FINDING 12 . The "A laska Resource Kit: M inerals" w h ich  is being  u sed  in the s ta tew id e  public  school 
system , is an  excellent p rog ram  for educating  A laska 's s tu d en ts  in the issues and  fundam en tals  of resource 
developm en t. In the past, the  p rog ram  has been a cooperative  effort betw een  the D epartm en t o f E duca­
tion, w h ich  d ev e lo p ed  the curricu lum  and  is responsib le  for its im plem entation , and  the A laska M ineral 
and  E nergy R esource Education Fund  (AMEREF). AM EREF is an  in d u stry -su p p o rted  o rg an iza tio n  w hich  
an n u a lly  funds the p ro d u c tio n  and  replacem ent of the teach ing  m ateria ls an d  w hich partia lly  fu n d s  the 
salary  o f a M ineral Specialist in the D epartm ent of E ducation  w ho is responsible for p ro v id in g  teacher 
train ing  and  for im p lem en ting  the program  in to  the school system . This p ro g ram  has p ro v en  to be a 
success and  reflects the cooperation  that has existed d u rin g  the ten years of the p ro g ram 's  existence.

The S tate h as  recently  reneged  on  its half of the fu n d in g  for the salary  of the M inerals Specialist. Tlvs 
p rog ram  m u st no t falter, as a broad-based  resource ed u catio n  of A laska 's residen ts is need ed  to en su re  an  
u n d ers tan d in g  of the resou rce  needs of a m o d ern  society.
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ALASKA C O A L  ASSOCIATION

Representative Tom Brice 
Alaska State Legislature 
Capitol Building - Room 3466 
Juneau, AK9S801-1182

Subject: HB 439 State Bonding Pool Amendments 

Dear Representative Brice:

The Alaska Coal Association is in full support of HB 439.

As I am sure you are aware surface coal mining was never excluded from the state bonding pool 
and it was always intended that, after the state bonding pool had been in place for sometime, 
surface coal mining would be specifically included. Your bill clearly implements this intent

The following is a summary listing of why we believe that passage of this bill would represent a 
vvin-vvin situation all-around:
• No western coal producer has ever defaulted on a reclamation bond. Thus, sureties would be 

consider low risk and as such may reduce the overall risk profile of the state pool.
• HB 439 would have no effect on the level of bonding required for surface coal mine

reclamation. Surface coal mining related statutes and regulations require that the bond value’s 
be directly related to the estimated cost of reclamation, as a result typical surface coal mine 
reclamation bonds are usually in the $ l,000’s/acre

• Because of the typically higher reclamation bond values associated with surface coal mining the
overall asset value of and income to the state pool would increase substantially with no increase 
in the risk profile.

• Finally as you are aware obtaining bonding for mine developments in Alaska is a difficult,
costly and sometimes impossible proposition. This is as true Tor surface coal mining as for any 
other type mining. HB 439, by explicitly including surface coal mining, assures that 
reclamation bonding would be available for Alaska developments and operations.

The Alaska Coal Association appreciates you and your staffs efforts to introduce this legislation 
which implements recommendations of the Minerals Commission. We believe the addition of 
surface coal mining to the state pool will benefit the mining industry as a whole and thereby be a 
benefit to the state.

Respectfully

R.B. Stiles 
President

cc: The Honorable Loren Leman, Alaska State Senate
Steve Borell, AMA
Charlie Boddy, Usibelli Coal Mine, Inc.
Becky Gay, RDC



Sec. 27.21.160. P e rfo rm an ce  bond , (a) Except as provided in (c) of 
th is section, after an application for a perm it has been approved and 
before the permit m ay be issued, the app licant m ust f ile  w ith the 
commissioner, on a form prescribed and furn ished by the commis­
sioner, a performance bond payable to the State of A laska and condi­
tioned on fa ith fu l performance o f the requirem ents o f th is chapter and 
the permit. The bond m ust cover the area of land w ith in  the perm it 
area on which the app licant w il l in itia te  and conduct surface coal 
m ining and reclamation operations w ith in  the in it ia l term  of the 
permit. As succeeding increments of surface coal m ining and 
reclamation operations are in it ia ted  and conducted w ith in  the perm it 
area, the permittee sh a ll provide an additiona l bond or bonds to cover 
those increments in  accordance w ith  th is section. The amount of the 
bond required for an area w ith in  the perm it area sh a ll be determ ined 
by the commiss;oner and sh a ll reflect the probable d ifficu lty  of the 
reclamation considering the topography, geology, hydrology, 
revegetation potentia l, and s im ila r  factors re la tin g  to the area. The 
amount of the bond m ust be su ffic ien t to assure the completion of the 
reclamation plan by the commissioner in  the event of forfeiture and, for 
the entire perm it area , may not be less th an  $10,000.

48

9 27.21.170
(b) L iab ility  under the bond m ust ex ist for the duration o f the 

surface coal m in ing and reclam ation operation and for the period of 
time of the perm ittee’s responsib ility  under the performance standards 
established by regu la tion  under AS 27.21.210. The bond sha ll be exe­
cuted by the applicant and, except as provided in  (d) of th is section, a 
corporate surety licensed to do business in  the state .

(c) An applicant m ay deposit w ith  the commissioner cash, negotiable 
bonds of the United S ta tes or of the sta te , or negotiab le certificates o f  
deposit of a bank organized or transacting  business in  the United 
States to sa tisfy the  requ irem ents o f (a) o f th is  Bection i f

(1) the va lue o f the deposit is  equa l to or greater than  the amount o f 
the bond required under (a) o f th is section;

(2) lia b ility  under the deposit is  for a period of tim e described in  (b) 
of th is section; and

(3) the deposit is  made under the term s which, under (a) of. th ia  
section, would app ly to a performance bond.

(d) The commissioner m ay accept a bond executed by the applicant 
w ithout separate su re ty  i f  the applicant demonstrates to the 
satisfaction of the commissioner th a t the app licant has su ffic ien t 
financia l means for the purposes of the bond. The commissioner Bhall 
adopt regu lations to implement th is Bection. .

(e) The commissioner sh a ll m a in ta in  a deposit under (c) of thiB sec­
tion in  a separate escrow account and sh a ll annually  pay the in terest 
accruing on the deposit to th e  perm ittee. „

(f) The commissioner sh a ll ad ju st the amount required under (a), (c), 
or (d) of th is section and the  term s of the acceptance of th a t amount i f  
the commissioner determ ines there is  good cause, in c lud ing  changes in  
affected land areas or in  the probable cost of fu tu re  reclamation, for the 
adjustment. (§ 1 ch 29 SLA 1982)

ReTieor1*  note*. —  Formerly AS 
41.46.160. Renumbered in 1983.




