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"An Act relating to reclamation bonding and financial assurance for certain mines; relating to financial 
assurance limits for lode mines; establishing the mine reclamation trust fund; and providing for an effective 
date."
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F I S C A L  N O T E

STATE OF ALASKA Fiscal Note Number 1
2004 LEG ISLA T IV E  SESSIO N Bili Version: HB 486

(H) Publish Date: 2/16/04

Revision Date/T ime (Note if correction):___________________________ Dept. Affected:____________Natural Resources
T itle M ining Reclamation Bonding______________________ RDU Resource Deve lopment________
__________________________________________________________________ Component C laims. Perm its and Leases
Sponsor Rules____________________________________________  ________________________________
Requester Governor_________________________________________ Component No. 2460

E xpenditures/R evenues________________________________ (Thousands of Dollars)_________
Note: Amounts do not include infla tion unless otherw ise noted below .
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel
Contractua l
Supplies
Equ ipment
Land & Structures
G rants & Claims
M iscellaneous

TO TAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

C AP ITA L EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) f

FUND S O U R C E _____________________________________ (Thousands o f Dollars)
1002 Federa l Receipts
1003 GF Match
1004 GF
1005 GF/P rogram Receipts 
1037 GF/M enta l Health
O the r (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E s tim a te o f any c u r re n t yea r (FY2004) co s t: 0.0
C heck th is bo x (X) if fu n d in g fo r th is b ill is in c lu d e d in the G o ve rn o r 's FY 2005 budge t p ro p o s a l: [

POSITIONS
Full-tim e 0 0 0 0 0 0
Part-tim e
Temporary

ANA LYS IS : (Attach a separate page if necessary)
This bill makes various changes to AS 27.19, and estab lishes a M ining Reclamation Trust Fund under AS 37.14.

The bill would require no additional s ta ff a t the Departm ent o f Natura l Resources. The M ining Reclamation Trust 
Fund would allow the state to take in funds from a particu la r m ine fo r use for reclamation at tha t m ine. There would 
be no ne t change to funds available to the state fo r genera l gove rnm en t purposes.

The last financia l change estab,.shed by the bill is that income and other earnings on the reclamation bond pool, 
used for p lacer m ines, would be returned to the pool (AS 27.19.040(b)). This amount is expected to be 
approx im ate ly $50,000 in FY 04. The new language changes the location for holding for the funds but does not 
change the am oun t available to the state.

P repared by: 
D ivision

Approved by: 
Agency

Bob Loeffler, D irector
M ining, Land & W ater

Thomas Irwin, Comm issioner
Natural Resources

Phone 269-8600
Date /T im e 1/21/04

Date 1/21/04

(Revised 9/2003 OMB)
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 2
2004 LEG ISLAT IVE SESSION Bill Version: HB 486

Sponsor Rules Committee

(H) Publish Date: 2/16/04

Revision Date/Time (Note if correction):_______________ Dept. Affected;________ Revenue______
Title Reclamation bonding for certain mines____________RDU Revenue Programs & Services

______________________________________________________________ Component Treasury Division_____________

R equester R equest of the Governor _____    Com ponent No. 121

Expenditures/Revenues________   (Thousands of Dollars)
Note: Amounts do not include inflation u' ,e^z jtherw ise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
M iscellaneous

6.0 12.0 18.0 24.0 30.0 36.0

15.0

TOTAL OPERATING 21.0 12.0 13.0 24.0 30.0 36.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) 7

FUND SOURCE________________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

21.0 12.0 18.0 24.0 30.0 36.0

TOTAL 21.0 12.0 18.0 24.0 30.0 36.0

E stim ate of any cu rren t y ea r (FY2004) co s t: Q.Q
Mark th is  box (X) if funding for th is bill is included in the G overno r's  FY 2005 b u d g et p roposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This fiscal note is predicated upon a trust fund build-up of $10 million per year plus fund earnings. The 
cost of managing a fixed income trust fund internally is about 6 basis points. Additionally, this fund would 
require individual project fund tracking, something that is slightly different from anything now done at 
Treasury. A contractual cost of $15.0 is included to originate that tracking with GeFONSI.

Prepared by: Tomas Boutin, Deputy Commissioner__________________________  Phone 465-3669____________
Division Treasury____________________________________________________  Date/Time 1/20/04 1:41 PM

Approved by: Bill Corbus, Commissioner_____________________________________ Date 1/20/2004____________
Agency Revenue____________________________________________________

(Rovisoa 12/2003OMB) ^  J T E E C G F V  Pa9e 1 0 f_ 1 _



Briefing Paper

HB 486

Thank you for the opportunity to speak to this bill.

My name is Rich Heig. I am president of the Council of Alaska Producers, and also General 
Manager of Greens Creek Mining Company.

The Council of Alaska Producers is an organizatioi that educates and promotes responsible 
development of natural resources in the State of Alaska. We are made up of the larger mining 
operations and potential operations of Alaska, all of which are also members of the Alaska 
Mining Association.

The Producers Council supports HB 486.

This bill will make several important changes to the requirements for bonding and financial 
assurance for mining operations.

This bill allows the state to recognize the higher reclamation requirements associated with hard 
rock mining operations as compared to placer operations. These mines recognize their 
responsibility for reclamation and closure. This bill supports what DN R  and D E C  have also 
been requiring for several years.

This bill also recognizes the need for companies to have several methods available to them tor 
providing financial assurances for reclamation and closure requirements. The cost and 
availability of bonds or letters of credit are becoming more difficult. This bill allows for other 
means of financial assurance, including C D ’s, treasury accounts, corporate guarantees, or other 
methods.

The third part of the bill establishes a trust fund held by the state that can assist in long term 
closure and monitoring. This account, funded by mining companies, is another alternative to 
ensure long term closure and reclamation are accounted for.

The Producers Council supports passage of HB 486 and ask that it be passed out of Committee.

R ic h  H e ig
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F eb ru ary  13, 2004

The H onorable Pete Kott 
S p eak er of the House 
A laska S tate  Legislature 
S ta te  Capitol, Room 208 
J u n e a u ,  AK 99801-1182

D ear S peaker Kott:

U nder the  au th o rity  of artic le  III, section  18, of the  A laska C onstitu tio n , I 
am  tran sm ittin g  a  bill re la ting  to m ine rec lam ation  bonding  a n d  financial 
a ssu ra n c e .

This bill would m ake th ree  ch an g es  to existing  law. F irst, it w ould 
rem ove “lode m ines,” som etim es referred  to a s  “hard -ro ck  m in es ,” from  the  
c u rre n t bonding “cap” of $750  per acre  for m ine rec lam ation  responsib ilities; 
the  cap  would rem ain  in  effect for p lacer m ines. Second, it w ould rep lace  the 
te rm  “perform ance bond" w ith  the  te rm  “financial a s su ra n c e ,” a n d  w ould  list 
va rio u s ways to provide th a t  a ssu ra n c e , in  o rder to give m in ing  com pan ies an d  
th e  s ta te  the  flexibility to em ploy a  varie ty  of financial a s su ra n c e  vehicles. 
T hird , it would create  a  m ine rec lam ation  t ru s t  fund, w hich  w ould  allow  the 
b u ild -u p  of an  adequa te  rec lam ation  fu n d  th ro u g h  p ay m en ts  m ade  over tim e 
an d  th rough  the earn ings on th a t  fund.

These th ree  ch an g es all reflect th e  fact th a t  sa tisfac to ry  rec lam ation  of a 
h a rd -ro ck  m ine is a  site-specific issue . A generic do llar-per-acre  b o n d  “cap ” 
sim ply  does no t work for rec lam ation  responsib ilities  for h a rd -ro ck  m ines.
E ach  m ine is un ique, a n d  the  op tim al vehicle to u se  to e n su re  final rec lam atio n  
d ep en d s on m any factors includ ing , by w ay of exam ple: the  p ro jec ted  m ine life; 
th e  need  for long-term  site  m an ag em en t m ea su re s  (such a s  to a d d re ss  
p o ten tia l acid m ine drainage); a n d  the  availability  an d  cost of d ifferen t bonding 
tools in the c u rre n t financial m ark e t. Given these  an d  o th e r facto rs, the  s ta te  
a n d  the m ining in d u stry  need  flexibility in  selecting an d  c o n s tru c tin g  financial 
a s su ra n c e s  for m ine reclam ation .

The th ird  e lem ent of the  bill, th e  m ine rec lam ation  t ru s t  fund, is an  
a tte m p t to accom m odate som e fiscal rea lities faced by the in d u stry . I t  provides 
the  opp o rtu n ity  for the  s ta te  to se t u p  site-specific fund ing  ag reem en ts  to 
accom m odate  long-term  or in -p erp e tu ity  rec lam ation  ta sk s . E xam ples 
inc lude  the possible need  for in -p e rp e tu ity  w ater trea tm e n t a t  th e  Red Dog
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Mine, long-term  m onito ring  a t the  Illinois C reek Mine, and  in -p erp e tu ity  
m a in ten an ce  of the  dam  for the freshw ater recrea tion  lake th a t  Fort Knox Mine 
is leaving to A laskans a t  th e  req u est of the  D epartm en t of N atu ra l R esources. 
The t ru s t  fu n d  concept provides for a  m ethod  of accom m odating  long-term  or 
in -p erp e tu ity  rec lam ation  n eed s of th is type.

M aking deposits in to  a  sta te -con tro lled  t ru s t  fund  will have significant 
benefits for in d u s try  and  the  s ta te . In add ition  to providing po ten tia l benefits 
u n d e r  the  federal tax  code for com panies, the  s ta te  w ould have access to a  fund  
for m ine rec lam ation  w ork th a t  will re ta in  earn in g s an d  in crease  over tim e.

The bill w ould provide th a t the  D ep artm en t of Revenue w ould m anage 
in v estm en t of the fund, a s  it does a lready  for a  n u m b e r of o th e r sim ilar s ta te  
funds. B u t the  D ep artm en t of N atu ra l R esources w ould be th e  agency 
au th o rized  to m ake ex p en d itu res  from  the fu n d  for m ine rec lam ation  a n d  p o st­
c losure  site m anagem en t.

The s ta te 's  resou rce  agencies, u n d e r  the  leadersh ip  of th e  D ep artm en t of 
N atu ra l R esources, have crafted  th is  bill w ith  a n  u n d e rs ta n d in g  of the  needs of 
the in d u s try  an d  the  n eed s of A laskans w ho rely on rec lam ation  of the  land.
This bill is b roadly  su p p o rted  by the  m in ing  in d u stry .

I u rge  your p rom pt an d  favorable ac tion  on th is  m easu re

T h e  H o n o r a b l e  P e t e  K o t t

F e b r u a r y  1 3 ,  2 0 0 4

P a g e  2

Sincerely  you rs,

F ra n k  H. M urkow ski 
G overnor

E nclosu re


