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SB 279 
Fiscal Note Analysis

The cash flow figures shown in the fiscal note reflect the 
reduction in general funds available for appropriation arising
from SB 279. These figures are based on the scheduled loan
payments shown in the attached Table I after netting out service 
fees as calculated in Table II. Table II also provides a 
breakdown of the reduction into interest and principal.

Due to loan prepayments, actual receipts may be greater than
scheduled in early years and less than scheduled in later 
years. This is the main reason why the FY 86 budget actually 
contains $31.3 million estimated loan cash flow, made up of 
$13.3 million interest and $18 million principal. The 
difference between the budget estimate and scheduled cash flow 
for FY 86, which is $13.5 million, will be a downward adjustment 
to the next revenue estimates in June.



F is c a l Small
Year Veterans Business
1986 9,247 2,855
1987 9,034 1 2,783
1988 8,784 2,613
1989 8,554 2,404
1990 8,379 2,279

2,1341991 8,343
.1992 8,042 1,946

1,5511993 7,409
1994 6,95 'j 907
1995 6,851 344
1996 6,814 59
1997 6,532
1998 6,174
1999 6,038
2000 5,998
2001 5,899
2002 5,096
2003 4,254
2004 4,035
2005 3,925
2006 3,865
2007 3,182
2008 1,709
2009 521
2010 98
2011 20
T o ta l 145,758 19,875

General Fund Loans; to be A pp rop ria te d to  AIDA , 
Estim ated Cash Flow (P r in c ip a l and In te r e s t ) ■ 

, ' ■ ($ 000) ,
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I 5,409 
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308 
308 
282 
243 
229 
221 
212 
208 
201 
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C h ild
Care

5
4
3
2
1

H is to r ic a l 
Pi s t r i c t  

22 
22 
22 • 
18 
14 
14 
14 
14 
7

3,099 15 147

I
F ish e rie s
Enhancement

N/A

6,804 
(p r in c ip a l 

o n ly ) '

Tot a l 
18,542 
17,937 
17,139 
15,529 
14,825 
13,967 
12,268 
10,032 
8,295 
7,437 
7,074 
6,718 
6,269 
6,038 
5,998 
5,899 
5,096 
4,254 
4,035 
3,925 
3,865 
3,182 
1,709 
: 521 

98
 20
207,466

2.

Th is ta b le  rep resen ts the cash flo w  to the Department o f Commerce and Economic Development. C^sfi f lo w  to 
the genera l fund would be fu r th e r reduced by .5% se rv ice fee on loans se rv ice d by Commerce and ,1251 
se rv ic e fee to Commerce on loans se rv ice d by banks.
Cash flo w  has no t been ad jus ted fo r de linquency o r d e fa u lt . Except fo r commercia l f is h  non -pe rm it loans , 
the s ta te  expects complete recove ry on d e fa u lts . Thus, de linquency and d e fa u lt mere ly produce lags in 
re c e ip ts . £  ■: r
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T a b l e  I I

Scheduled Cash Flow From S ta te Loans 
Held by General Fund 

($ M il l io n s )

FY 86 FY 87 FY 88 FY 89 FY 90 

Balance a t S ta r t o f Year 135.9 128.7 120.9 113.3 106.8

In te r e s t @ 7.89%
Serv ice Fee to Commerce @ .5% .7 . 6 . 6 . 6 .1
General Fund Revenue @ 7.391 1 0 . 0 9.5  8_.9 8 . 4 7 . 9

T o ta l 10.7 10.1 9 .s" 9 .0 8 *

P r in c ip a l Repayment 7 .8 7.8 7.6 6.5 6 .*

Balance a t End o f Year 128.1 120.9 113.3 106.8 10.



S E C T I O N A L  A N A L Y S I S  F O R  S E N A T E  B I L L  2 7 9

An Act transferring and appropriating certain loans to the 
economic development fund and the commercial fishing 
revolving loan fund

Section 1

Currently, the Department of Revenue holds the right, title 
and interest in loans made for:

1) Veterans
2) Small Business
3) Tourism
4) Fisheries Enhancement
5) Child Care
6) Historical Districts

This section would transfer those loans from the Department 
of Revenue to the economic development fund of the Alaska 
Industrial Development Authority for the DeLong Mountain 
transportation project. However, the unpaid principal of 
outstanding loans being transferred cannot exceed $112 
million. These loans would then be used by AIDA to 
capitalize the economic development fund and allow them to 
sell the bonds or notes stipulated in Senate Bill 280.

Section 2

Currently the Department of Revenue holds the right, title 
and interest in loans made for Commercial Fishing in which 
the collateral for some of those loans is a limited entry 
permit (held by the borrower). This section would transfer 
those loans from the Department of Revenue to the Department 
of Commerce commercial fishing revolving loan fund. However, 
the unpaid principal of the outstanding loans being 
transferred cannot exceed $30 million.

Section 3

This section transfers the unpaid principal of the Commercial 
Fishing loans that are not secured by limited entry permits 
from the Department of Commerce to the economic development 
fund of AIDA. In addition, it also transfers from Commerce, 
the unpaid principal of loans made from the small business 
revolving fund and the World War II veteran revolving fund to 
the economic development fund of AIDA for the DeLong Mountain 
transportation project.

S e c t i o n  4



Section 2 appropriations are for capitalization of a loan 
fund and do not lapse.

Section 5

Appropriations in sections 1 and 3 are for capital projects 
and are therefore valid for the life of the project.

Section 6

Effective date of this act is contin nt upon passage of SB 
280 which has an effective date of July 1, 1985.



For an Act: entitled: "An Act _____________ ; and providing ter an effective

date."

BE IT EXACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*v Section 1. The sum of $12,000,000 is appropriated from the multifam­

ily housing loans security fund (AS 44.38.156) to the economic development 

fund (AS 44.38.172) for the purpose of financing the DeLong Mountain trans­

portation project. •

* Sec. 2. This Act takes effect on the date that the board of directors 

of the Alaska Industrial Development Authority adopts a resolution which 

provides that there exists a surplus of at least $12,000,000 in the multi- 

family housing loans security fund, and that the funds are available for 

transfer to the economic develoDment fund.

A B I L L



WORK ORDER REQUEST FORM
.3

KEYWORDS: transportation ASSIGNED TO COO,

REQUEST FOR: BILL f ~ J  RESOLUTION / 7 RESEARCH / 7 OTHER / 7

subject Baloriv it. transportation project.________________________________

REQUESTED FOR San. 3‘).urgul>rwski_________ BY Tran I: Honvin EXT. _____

* DELIVER TO -nn. Ltursulswskt TAKEN BY Cook_________

INSTRUCTIONS, EXPLANATIONS As attached, appropriate |iSt,00D,0G0 to AIDA for the Dolono 

Mountain transportation project.

OBTAIN SPECIAL DRAFTING INSTRUCTIONS ATTACHED / 7 

AUTHORIZED TO CONFER WITH

RETURN

TO REQUESTER

APPROVED: Director, Legal Services

REVIEWED SPECIAL INSTRUCTIONS TO TYPIST/PROOFREADER

IN 04/02/31 DUE

TYPED - Draft DATE

Final DATE

PROOFED DELIVERED DRAFT P n  FINAL / 7
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S e n a t e

C o m m i t t e e  o n  & e t f o u r c e £
June 25, 1985

Bukl W righ t 
P res iden t
Fa irbanks Chamber o f Commerce 
P.O. Box 74446 
Fa irbanks , AK 99707

Dear Buk i:
>•

I  am pleased to send you cop ies o f Senate B i l l s  279 and 280 th a t p ro v id e 
f o r  repayment o f s ta te  funds expended in  suppo rt o f the Red fo g mine 
p ro je c t .

As Chairman o f the Sena'e Resources Committee, I  p rov ided fo r p u b lic  
hea rings to be he ld in  o rd e r f o r  Alaskans to have an o p p o r tu n ity  to comment 
on th is  im po rta n t is s u e . The le g is la t io n  developed in  my committee w i l l  
a llo w  the p ro je c t to proceed, c re a te new job s and income to A laskans and 
assure th a t any s ta te  funds w i l l  be re p a id . Senate B i l l  280 se ts ou t the 
co n d it io n s th a t must be met be fo re the s ta te  commits any funds to the 
p ro je c t . Those co n d it io n s in c lu d e :

The road and p o r t w i l l  be owned and opera ted by the A laska In d u s t r ia l 
Development A u th o r i ty  (A IDA ).
Cominco, L td . w i l l  pay a l l  o p e ra tio n and maintenance co s ts .
I f  the mine is  no t developed, Cominco, L td . w i l l  pay the s ta te  fo r  any 
expenses in c u rre d .
Cominco, L td . w i l l  repay the s ta te  th rough t o i l  fees charged on the 
amount o f ore hauled across the road.
O ther users are guaranteed access to  the road and p o r t and w i l l  be 
req u ire d to  pay t o l l  fe e s .
The s ta te  must re ce ive a t le a s t a f iv e  pe rcen t re tu rn  on i t s  ■ 
inves tm ent and i t  can be more depending on AIDA n e g o t ia t io n s w ith  the 
users o f the road and p o r t .



- 2 -

7. AIDA must re p o r t to the L e g is la t iv e  Budget and A u d it Committee th a t 
a l l  co n d it io n s in  SB 280 have been met be fo re they proceed w ith  the 
p ro je c t .

A t the p resen t tim e AIDA, Cominco, L td . and NANA Reg iona l C o rp o ra tio n are 
in  the n e g o t ia t io n  process.

T h is le g is la t io n  came about a f t e r leng th y p u b lic  hea rings and much debate . 
Because o f th a t process , many ques tions were answered and the b i l l s  passed 
both houses o f the le g is la tu r e  w ith  s ig n i f ic a n t su ppo rt. I  a pp re c ia te you r 
in te re s t in  th is  p ro je c t and hope th a t you w i l l  con tin ue to l e t  me know 
your views on fu tu re  s ta te  issues .

S in ce re ly you rs ,

Senator A r l is s  S tu rgu lew sk i 
Chairman, Senate Resources Committee

Enclosures
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1  R E :  R E D  D O G  M I N E

C O M I N C O  C A N  W E L L  A F F O R D  T O  B U I L D  T H E I R  O W N  R O A D  T O  T H E  R E D  D O G  
M I N E .  A S  A N  A L A S K A N ,  I  F E E L  N O  P E R S O N A L  N E E D  T O  H E L P  F U N D  A  
M O N O P O L Y  S U C H  A S  C O M I N C O .  P L E A S E  D I R E C T  T H E  F U N D S  T O W A R D  A R E A S  
T H A T  W I L L  D E V E L O P E  H U M A N  R E S O U R C E S .  T H A N K  Y O U .

F O M
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A p r i l  5 ,  1 9 8 5

Sen. Arliss Sturgulewski 
Alaska Legislature 
Pouch V
Juneau, Alaska 99811 

Dear Sen. Sturgulewski,

A recent AP story on the Red Dog project reported that 
you received a letter from Loren Lounsbury regarding the 
assurances he received from Cominco and NANA that they will 
repay the state's costs for the road and port. If possible, 
would you please mail me a copy of this letter?

The story also said you wanted to see a more formal 
agreement in writing. I'd be interested in a copy of any 
of these documents that surface.

I wrote a column in the March 3 Daily News-Miner business 
section in which I brought up some of the same points that 
I understand you are making. Mr. Giegerich gave an update 
on the project here last night, and I confess I was only 
slightly swayed by his case.

He said the mine will be the largest in the world and will 
have the lowest production costs. It seems to me such an 
operation should be able to afford a 55-mile road.

I'm also troubled by the way the project is being run 
through the Alaska Industrial Development Authority, wiih a 
local committee having a hand in any decisions about how the 
facilities are run. What guarantee is there that competing 
companies will have fair access to use the road and port to 
develop other deposits near Red Dog? This won't be a public 
highway run by the Department of Transportation, as I 
understand, but an "industrial facility" operated by AIDA 
and crossing private land.

Personally, I also have trouble with the state investing 
in a development when the owners admit at the outset that 
they will discriminate in employment. NANA has even said it 
will limit the mine production if too many p°ople from 
outside the NANA region are getting hired. I sympathize with 
what NANA is trying to do for its stockholders, but I think 
such policies are questionable on project aided by public
funds.

Regards

Fred Pratt 
PO Box 72981 
Fairbanks, Alaska 99707



April 2* 1985

Chairman, Senate Resources Committee 
S S n a t o rA r l i s s  S tu rgu lew sk .1
Pouch V
Juneau. AK 99811 

Dear Senator Sturgulewski:

Greetings from Dillingham on this cold but sunny day. It 1s 14 below zero 
with steam rising from the waters of Bristol Bay.

I am not writing to tell you about our weather but to encourage you and 
the Senate, the House and the Administration to approve the Red Dog Mine request 
for funds through the Alaska Industrial Development Authority. This is a pro­
ject that I believe will send a strong signal that our State has leaders that 
want to set Alaska on a course of resource diversification and development.

We are relying too heavily on one resource, oil, to meet our short and long 
term needs, Alaska, much like a developing nation, needs to support and assist 
diversification in order to move ahead in a mariner consistent with the requirements, 
goals and objective? of our entire state community.

I believe that the people of the NANA Corporation have studied the impact of
the mining activity in their area and they have seen that it is time to bring
the stated goals of Alaskan resources development and their regional goals together.
For the first time* I see an opportunity for our State government and a region
of our State to work together to achieve common goals.

These goals are to diversify our economy, bridge the economic gaps between 
urban and rural Alaska, employ and train Alaskans for a major mining activity 
and allow a region of our State a chance to engage in a long term project that 
wilT not be a financial burden for Alaska in the future.

It would be a major economic development setback if an agreement cannot be 
struck before this session ends, A delay will send a signal out that will be 
difficult to override in terms of perception. We Alaskans will be perceived 
as anti-development on a major scale if the terms needed to proceed cannot be nego­
tiated before the legislature adjourns.

Your request for additonal information on a financing statement is legitimate 
and should be honored as quickly as possible by the Administration. However, I 
have never seen a legislature give a blank check to ar\y sitting Governor, nor 
should you on any project of this magnitude.

J urge you to proceed with dispatch to help our State move toward a future 
that sees us developing our natural resources in a prudent and equitable manner.
This is the time to act and you are capable of dynamic action when .you know what 
.your are doing is right!

Thank you for listening.

£ £ *  ^ A w n v n n v  ^Cho-f’FioT rl 1/4JV' 1/



U n i v e r s i t y  o f  A l a s k a

FAIRBANKS. ALASKA 9 9 7 0 1

April 27, 1985

Senator Frank R. Ferguson 
Alaska State Senate 
Pouch V 
State Capitol 
Juneau, Alaska 99811

Dear Senator Ferguson:

With 85,000,000 tons of proven lead-zinc reserves 
and a vast additional resource potential, Alaska's Red Dog 
Mine could become the largest lead-zinc mine in the world. 
At a rated annual capacity of 580,000 metric tons, this one 
mine would produce 8.9% of the total world production.

If the Red Dog Mine were in production, Alaska 
would rank as the fourth most important source of lead-zinc 
in the world. The State would only be outranked by the 
countries 'of Canada, U.S.SR. and Australia. It would boost 
the total U.S. lead-zinc production ahead of Australia's 
and would reverse the long and continuous decline in U.S. 
metal production. .

More importantly, it would establish Alaska as 
an important new world source of minerals and would provide 
a broad spectrum of economic benefits to our State and the 
nation.

LMA/bg

PLEASE REPLY BY AIRMAIL

Sincerely,

Leo Mark Anthony 
Professor of Mining Extension 
School of Mineral Engineering



John Alfonsi-Chairman
S. A. A. D.
415-E MODS- UAF 
Fairbanks, AK. 99701

D e a r  Rep. Sturgulewski

The Red Dog Mine project has had a negative cost/benefit analysis 

since 1981. However, the recent developements concerning Cominco's 

activity in South Africa deserve special consideration.

Economically speaking, big companies would not exist in South Africa 

without the present apartheid form of government. Regretably, the monev 

made by Cominco is shared primarily with white South African supremacists 

and used to maintain minority rule.

It seems Cominco is tacitly supporting the present South African 

government by negotiating mining contracts with racists thus contributing 

to South Africa's very selective wealth re-distribution scheme. • 

Obviously, the vast majority of South Africas' people are neither as 

financially secure or politically powerful as the racist minority.

The product of apartheid is racial violence, with Cominco providing 

indirect monetary support for the immoral government that exists in 

South Africa today.

It is our belief that Alaskan dollars should not be appropriated 

by any elected offical to tacitly support Cominco Ltd. while the company 

indirectly condones a racial, oppressive, supremacist government.

We hope Alaska's people will realize that the Red Dog Mine project 

only generates dollars, for NANA Inc. cash dependant shareholders. In 

addition, the project would generate money for Cominco consequently, 

for the white minority rulers in South Africa.

John Alfonsd

Students Against Alaska's Destruction (S.A.A.D.)

Sincerely,



ftjLCI

E A R L  H. BE I STL INE

Mine Consultant

P. 0. Box 80148 
Fairbanks, Alaska 99708

Telephone: Area Code 907 
Office: 479-6240

March 14, 1985

The Honorable Arliss Sturgulewski 
Alaska State Senate 
Pouch V
Juneau, Alaska 99811 

Dear Arliss:

Herewith, enclosed is a copy of a letter and enclosures that I sent to 
members of the Interior Delegation-Alaska Legislature. Basically, it pertains 
to my thoughts about the great necessity of again having large-scale production 
of metals in Alaska. This, in turn, leads to the need for transportation infra­
structure and then to COMINCO's need for financial assistance for a road system 
to a shipping point on Alaska's coast. From this point, the letter is self 
explanatory. Any assistance you can give toward making such a public transpor­
tation corridor will be greatly appreciated. Also, if you have any suggestions 
or comments for me to be better informed on the current status, please let me

On another topic, I am interested in learning what success you have had with 
the Commissioner of Natural Resources, Environmental Conservation and Fish and 
Game in arriving at an agreement that will allow Placer Mining to continue with 
concern for the environment and/or if major problems to such, an agreement have 
been clearly identified.

Thanks for your continued interest and support. Best regards.

know.

Sincerely,

!arl H. Beistline

EHB/jc

Enclosure



EARL H. BE I STL INE 
Mine Consultant

P. 0. Box 80148
Fairbanks, Alaska 99708

Telephone: Area Code 907
Office: 479-6240

M*rch 11, 1985

SUBJECT: Legislative approval for upfront funding of the Delong Mountain
Transportation Project through the Alaska Industrial Development 
Authority (AIDA).

Dear

Recently, some concerns about the State participating in the upfront funding 
of the Delong Mountain Transportation Project through AIDA have been in the news 
media.

I strongly favor the state participating in such funding where a transpor­
tation infrastructure will be developed that is of benefit to the Area and State. 
This is true especially when the facility will be a public highway, will have a 
specific economic target that will encourage additional activities by others, 
will be paid for through users fees and will allow mining operations to begin 
that will bring substantial economic values to the people of the immediate area, the 
state and nation.

Cverall, my thoughts are based on being a life-long Alaskan, having a back­
ground in mining and one who has lived in Alaska during an earlier period when 
both large and small scale mining were an important part of the Territory's 
economy. In the early 1930's, I well remember the positive affect that resource 
production had on mitigating the severity.of the depression in a number of cities 
in Alaska and the importance of such activities to the economy of a number of 
cities and the establishment of transportation routes that now are key parts of 
today's Alaska.

My primary point is for Alaska again to have large-scale mining production 
such as we had in the past. To accomplish this, I believe the state should offer 
every encouragement possible for private industry to begin such mining activities—  
justified by carefully reviewing the merits and economic feasibility of each pro­
ject. At present, the opportunity exists for a number of large-scale operations 
to begin production of which, COMINCO is one. At this time, I encourage support 
of the state participating in assisting the Red Dog access project because of 
the soundness and large-scale scope of the project, as shown by considerable 
private expenditures for exploration and mine planning, the arctic experience and 
success of COMINCO's experience in operating its Arctic Mines in Canada and 
Greenland, including cooperation with the Eskimo residents of the areas, commit­
ments COMINCO has made to the state through a signed document with the Alaska 
Department of Commerce for payback and financial responsibility, the economic 
benefit to the people of the community, state and nation, and the favorable 
attitude created for stimulating other mining operations in various parts of the 
state. The operation of the Red Dog Mine will bring economic benefits not only
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to the people employed, but to the service businesses and through taxation. In 
addition, 70% of the profits received by the NANA Corporation will be distributed 
to the other 12 Native Corporations of Alaska.

Pertinent to this topic is that the U. S. Bureau of Mines issued a report 
in 1973, "Estimated Costs to Produce Copper at Kennicott, Alaska," which con­
cluded that the high grade copper deposit easterly of Cordova could not be mined 
at the date of the report if the Company had to finance the construction of the 
railroad under the economic conditions of 1972.

If you have any questions about the forgoing, or if I can be of any assistance 
in this matter, please let me know. Also, I would appreciate knowing of any 
specific objections or problems that have surfaced in the Juneau arena.

Best personal regards.

Sincerely,

Earl H. Beistline

EHB/jc

P.S. In the event you have not received the "Resolution of Intent" signed 'ly 
the Alaska Department of Commerce and Economic Development and COMINCO, a 
copy is enclosed. Also, copies of an editorial that was in the Fairbanks 
Daily News-Miner and a Resolution by the Greater Fairbanks Chamber of 
Commerce are herewith.

Enclosures: 3

Similar letters were sent to Alaska Interior Delegation.



RESOLUTION #1-285

RESOLUTION PERTAINING TO 11 {E DELONG MOUNTAIN TRANSPORTATION PROJECT

WHEREAS, The Greater Fairbanks Chamber of Commerce encourages the diversi­
fication and expansion of Alaska's economic base through the development of 
mineral resources; and

V.HEREAS, Alaska's lack of transportation facilities is an economic barrier 
to mineral development and other regional economic activities; and

WHEREAS, the development of the Red Dog mineral deposit will provide employ­
ment, income, and tax revenues, and will reduce regional social transfer 
parents; and

WHEREAS, the development of the port facilities for the Red Dog project 
will provide benefits for regional residents in reduced transportation 
costs; and

WHEREAS, the development of the port and road will facilitate further resource 
development by others in the mineral rich Noatak region; and

WHEREAS, the cost of the transportation facilities will be repaid to the 
State through user fees, as required in a Resolution of Intent between the 
State of Alaska and Cominco Alaska, Inc.; and

WHEREAS, Cominco, a leader in Arctic mining technology, operates several 
major mines in Canada and Greenland having excellent environmental records 
and successful employment programs for local residents;

THEREFORE BE IT RESOLVED that the Greater Fairbanks Chamber of Commerce 
supports the State assisting in the Delong Mountain transportation project; 
and ,

BE IT FURTHER RESOLVED that this resolution be sent to:

The Governor of Alaska
The Commissioner of Commerce and Economic Development
The Commissioner of Revenue
The Commissioner of Natural Resources •
The Commissioner of Transportation and Public Facilities
The Senate Resource Committee
The Senate Finance Committee
The House Resource Committee
The House Special Committee on Loans
The Interior Alaska"Legislative Delegation
All other members of the Alaska Legislature



Resolution rl-285
Delong Mountain Transportation Project

DATED THIS 4th DAY OF February 1985.

GREATER FAIRBANKS CHAFER OF CCMNERCE BOARD OF DIRECTORS

Titl' President 5 Chief Executive Officer Title Chairman-Elect

Attachments: Resolution of Intent, Cominco and DCE, December 1984



BILL SHEf FIELD, GOVERNOR
a  *•

i s

DEPARTMENT OF COMMERCE A 
ECONOMIC DEVELOPMENT .

O F F IC E  O F  T H E  C O M M IS S IO N E R

r e s o l u t i o n  o f  i n t e n t

W H E R E A S ,  t h e  S t a t e  o f  A l a s k a  e n c o u r a g e s  t h e  d i v e r s i f i c a t i o n  o f  t h e  

A l a s k a , e c o n o m i c  b a s e  t h r o u g h  t h e  d e v e l o p m e n t  o f  m i n e r a l  r e s o u r c e s ;  a n d  

W H E R E A S ,  t h e  S t a t e  o f  A l a s k a  s u p p o r t s  e c o n o m i c  d e v e l o p m e n t  i n  

A l a s k a  a n d  t h e  e x p a n s i o n  o f  r e g i o n a l  j o b  o p p o r t u n i t i e s ;  a n d

W H E R E A S ,  t h e  S t a t e  o f  A l a s k a  r e c o g n i z e s  t h a t  t h e  l a c k  o f  

t r a n s p o r t a t i o n  f a c i l i t i e s  i n  N o r t h w e s t  A l a s k a  p o s e s  a n  e c o n o m i c  b a r r i e r  

t o  t h e  a t t a i n m e n t  o f  e c o n o m i c  d e v e l o p m e n t ;  a n d

W H E R E A S ,  t h e  A l a s k a  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  

i s  t h e  p r i n c i p a l  s t a t e  d e p a r t m e n t  r e s p o n s i b l e  f o r  f a c i l i t a t i n g  e c o n o m i c  

d e v e l o p m e n t  i n  a l l  r e g i o n s  o f  t h e  s t a t e ;  a n d

W H E R E A S ,  C o m i n c o ,  A l a s k a ,  a  d i v i s i o n  o f  C o m i n c o ,  A m e r i c a n  i s  

c o n s i d e r i n g  t h e  d e v e l o p m e n t  o f  t h e  R e d  D o g  m i n e r a l  d e p o s i t  i n  t h e  D e L o n g  

M o u n t a i n s  a r e a ;  a n d

W H E R E A S ,  o t h e r  m i n e r a l  r e s o u r c e s  h a v e  b e e n  i d e n t i f i e d  i n  t h e  a r e a  

n e a r  t h e  R e d  D o g  m i n e r a l  d e p o s i t s ;  a n d

W H E R E A S ,  t h e  A l a s k a  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  

D e v e l o p m e n t ,  i n  a  r e p o r t  e n t i t l e d  R e d  D o g  P r o j e c t  A n a l y s i s ,  i d e n t i f i e d  

s u b s t a n t i a l  r e g i o n a l  b e n e f i t s  i n  t h e  e v e n t  t h a t  t h e  D e L o n g  M o u n t a i n s  

t r a n s p o r t a t i o n  p r o j e c t  i s  d e v e l o p e d ;  a n d

WHEREAS, the projected cost of the development of the Red Dog 

mineral site, excluding the cost of developing transportation 

facilities, is estimated to be $290 million (in 1985 dollars); and

JT H  F LO O R  F R O N T IE R  BLO G . 
3 S 0 1 C  S T R E E T , S U IT E  7 2 2  
A N C H O RA G E , A L A S K A  9 9 5 0 3  
PH O N E : (9 0 7 1 5 6 2 - 2 7 2 8



W H E R E A S ,  t h e  p r o j e c t e d  c o s t  o f  t h e  t r a n s p o r t a t i o n  f a c i l i t i e s  i s  

e s t i m a t e d  t o  b e  $ 1 5 2  m i l l i o n  ( i n  1 9 8 5  d o l l a r s ) ;  a n d

W H E R E A S ,  t h e  l a c k  o f  a v a i l a b l e  t r a n s p o r t a t i o n  f a c i l i t i e s  n e a r  t h e  

m i n e r a l  d e p o s i t  m a y  s u b s t a n t i a l l y  d e l a y  p r i v a t e  d e v e l o p m e n t  o f  t h e  R e d  

D o g  m i n e r a l  d e p o s i t ;  a n d

W H E R E A S ,  i t  i s  c o n t r a r y  t o  t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e  f o r  

t h e r e  t o  b e  a  s u b s t a n t i a l  d e l a y  i n  t h e  d e v e l o p m e n t  o f  t h e  D e L o n g  

M o u n t a i n s  m i n e r a l  r e s o u r c e s  a n d ,  i n  p a r t i c u l a r ,  i n  t h e  d e v e l o p m e n t  o f  

t h e  R e d  D o g  m i n e r a l  d e p o s i t ;  a n d

W H E R E A S ,  t h e  t r a n s p o r t a t i o n  f a c i l i t i e s  w h i c h ,  a m o n g  o t h e r  p u b l i c  

p u r p o s e s ,  w o u l d  b e  u s e d  i n  c o n j u n c t i o n  w i t h  t h e  d e v e l o p m e n t  o f  t h e  R e d  

D o g  m i n e r a l  d e p o s i t  a r e  c o l l e c t i v e l y  r e f e r r e d  t o  a s  t h e  D e l o n g  M o u n t a i n s  

t r a n s p o r t a t i o n  p r o j e c t ;  a n d

W H E R E A S ,  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  ( A I D A ) ,  a  

p u b l i c  c o r p o r a t i o n  o f  t h e  S t a t e  o f  A l a s k a  h a s  a u t h o r i t y  u n d e r  A l a s k a  

S t a t u t e s  T i t l e  4 4 ,  C h a p t e r  8 8 ,  t o  p a r t i c i p a t e ,  e i t h e r  i n d e p e n d e n t l y  o r  

i n  c o n j u n c t i o n  w i t h  a  p r i v a t e  d e v e l o p e r ,  i n  t h e  f i n a n c i n g  a n d  

d e v e l o p m e n t  o f  p u b l i c  t r a n s p o r t a t i o n  f a c i l i t i e s  s u c h  a s  t h e  D e L o n g  

M o u n t a i n s  t r a n s p o r t a t i o n  p r o j e c t ;

N O W  T H E R E F O R E  B E  I T  R E S O L V E D  t h a t  C o m i n c o ,  A l a s k a  a n d  t h e  A l a s k a  

D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  o n  b e h a l f  o f  t h e  S t a t e  

o f  A l a s k a ,  a g r e e  t o  t h e  f o l l o w i n g  S T A T E M E N T S  O F  I N T E N T ;

1 .  T h e  S t a t e  o f  A l a s k a  s u p p o r t s  o n g o i n g  e f f o r t s  b y  t h e  A l a s k a  

I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  t o  e x a m i n e  t h e  f e a s i b i l i t y  o f  A I D A  

f i n a n c i n g  o f  t h e  D e L o n g  M o u n t a i n s  r e g i o n a l  t r a n s p o r t a t i o n  p r o j e c t .



2 .  T h e  p a r t i e s  r e c o g n i z e  a n d  s u p p o r t  A I D A ' s  i n t e n t  t o  p r o m p t l y  

e x e c u t e  a l l  n e c e s s a r y  p r o f e s s i o n a l  s e r v i c e s  c o n t r a c t s ,  i n c l u d i n g  a 

c o n t r a c t  w i t h  a  f i r m  n a t i o n a l l y ,  r e c o g n i z e d  i n  t h e  f i e l d  o f  f i n a n c i a l  

p l a n n i n g ,  t o  a s s i s t  i n  t h e  p r e p a r a t i o n  o f  t h e  f i n a n c i a l  p l a n  r e q u i r e d  

p u r s u a n t  t o  A S  4 4 . 8 8 . 1 7 3 .

3 .  I f  A I D A  p a r t i c i p a t e s  i n  t h e  f i n a n c i n g  o f  t h e  D e L o n g  M o u n t a i n  

t r a n s p o r t a t i o n  p r o j e c t ,  t h e  p a r t i e s  a g r e e  t h a t  A I D A  a n d  C o m i n c o ,  A l a s k a
f t ' , : ! ' ' "• ’ •

w i l l  e n t e r  i n t o  a n  a g r e e m e n t  w h i c h  w i l l  p r o v i d e ,  i n t e r  a l i a ,  f o r  t h e  

e s t a b l i s h m e n t  o f  e q u i t a b l e  u s e r  f e e s  p a y a b l e  t o  A I D A  i n  a n  a m o u n t  

s u f f i c i e n t  t o  e n a b l e  A I D A  t o  r e p a y  a m o u n t s  l o a n e d  b y  t h e  s t a t e  t o  A I D A ;  

a n d  f o r  t h e  r e f u n d i n g  o f  c e r t a i n  s t a t e  e x p e n d i t u r e s  i n  t h e  e v e n t  t h a t  

C o m i n c o ,  A l a s k a  d e c i d e s  n o t  t o  p r o c e e d  w i t h  t h e  d e v e l o p m e n t  o f  t h e  R e d  

D o g  m i n e r a l  d e p o s i t .

4 .  T h e  S t a t e  o f  A l a s k a  s t a t e s  i t s ’ i n t o n t  t o  s u b m i t  a p p r o p r i a t e  

f u n d i n g  r e q u e s t s  t o  t h e  A l a s k a  l e g i s l a t u r e  i n  s u p p o r t  o f  t h e  D e L o n g  

M o u n t a i n  t r a n s p o r t a t i o n  p r o j e c t .

5 .  T h e  S t a t e  o f  A l a s k a  a n d  C o m i n c o ,  A l a s k a  r e c o g n i z e  t h a t  t h i s  

R e s o l u t i o n  o f  I n t e n t  d o e s  n o t  l i m i t  o r  o t h e r w i s e  a f f e c t  A I D A ' s  B o a r d  o f  

D i r e c t o r s '  i n d e p e n d e n t  j u d g m e n t  w i t h  r e s p e c t  t o  A I D A ' s  p a r t i c i p a t i o n  i n  

t h e  D e L o n g  M o u n t a i n  t r a n s p o r t a t i o n  p r o j e c t ,  n o r  d o e s  t h i s  R e s o l u t i o n  o f  

I n t e n t  l i m i t  o r  o t h e r w i s e  a f f e c t  t h e  i n d e p e n d e n t  j u d g m e n t  o f  t h e  A l a s k a  

l e g i s l a t u r e  u p o n  i t s  c o n s i d e r a t i o n  o f  f u n d i n g  r e q u e s t s .

C o m i n c o ,  A l a s k a  ’ D e p a r t m e n t  o f  C o m m e r c e  a n d
E c o n o m i c  D e v e l o p m e n t .
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R e d  D o g  r o a d  is n e e d e d
As the Alaska Legislature examines Its budget priorities this year, chief among them should be econo­mic development projects that will stimulate the crea­tion of new wealth. For as our Prudhoe Bay revenues decline due to falling world oil prices and production declines, the only real way we can replace those re­venues Is to create new wealth through mining or agri- . culture.
Both agriculture and mining have gotten plenty of attention from the administration and Legislature in recent years, but In many cases they haven't gotten the funds necessary to take them beyond the infancy stage.
What's generally needed is state assistance In mat­ters such as transportation, communication, utilities, and sometimes marketing.
One specific project will be before the Alaska Legisl­ature this year, and deserves Its support. The Depart­ment of Commerce and Economic Development is back­ing a SlSO-milllon appropriation to build a road and port to Cominco Alaska's lead-zinc deposit at Red Dog, about 70 miles northwest of Kotzebue.
The appropriation makes sense. It would open up the rich Noatak area to development of this mine, as well as other known reserves in the area. It is supported by the people of the area, and In fact the deposit actually is owned by NANA Corp., the regional Nattv> corporation for the area. ',v,v
Under an agreement Cominco signed last Decem­ber with the State Department of Commerce and Econo­mic Development, if the state funds road and port con­struction under the Alaska Industrial Development Au­

thority, Cominco will pay “ equitable user, fees" suffi­cient to cover construction costs.
In fact, Cominco guarantees to relmburso the state four times over for construction of the road and port, through payment of toll fees, taxes and royalties. Furth­er, It guarantees to either begin producation at the mine within a specified timetable, or make a direct reim­bursement to the state of the road and port construction costs.
This is just the sort of project that the state should seek to encourage. It will create new Jobs during its construction phase, and continue to provide significant employment over the life of the mine, estirr ated at more than SO years. And the state will recoup its investment in the road and port. Cominco, a leader in Arctic mining technology, operates several major mines in Canada and- Greenland that have excellent environmental re­

cords and successful employment programs for local residents.
Our state government is hard at work encouraging other industries across the state. We help the fisheries industry with marketing; we help the tourism industry with advertising and information brochures; we've made a slow start with agriculture through loan prog­rams.
What's really needed, though, if we're going stimu­late the creation of new wealth through economic diver­sification, is assistance in access to our resource-rich land. Farmers will tell you they need more land in pro­

duction. Miners will tell you they need access to mineral­ized areas.
The state can play a critical role In providing that access when it comes to projects like the Red Dog. The legislative appropriation will get things moving and should be made this year.



December 18, 1984

G e o r g e  A .  M o e r l e i n
R e g i o n a l  M a n a g e r  -■ A l a s k a
H o u n t o n  O i l  a n d  M i n e r a l s  E x p l o r a t i o n  C o .
1 3 0 7  E .  7 5 t h  A v e n u e ,  S u i t e  2 0 0  
' n c h o r a g e ,  A K  9 9 5 0 2

D e a r  G e o r g e :

I  r e c e i v e d  y o u r  l e t t e r  r e g a r d i n g  t h e  G o v e r n o r ' s  b u d g e t  f o r  C o m i n c o ' s  R e d  
D o g  d e p o s i t  a n d  a s  y o u  r e q u e s t e d ,  I  a m  e n c l o s i n g  a  c o p y  o f  t h e  p a g e  i n  t h e  
G o v e r n o r ' s  b u d g e t  w h i c h ,  a l l o c a t e s  m o n e y  t o  R e d  D o g .

G e o r g e ,  I  a p p r e c i a t e d  v j u r  c o m m e n t s  o n  R e d  D o g .  L i k e  y o u ,  I  a m  c o n c e r n e d ’ 
a b o u t  h o w  t h i s  p r e l e c t  ~ s  f u n d e d  a n d  I  w i l l  k e e p  y o u r  c o m r n q n t s  i n  m i n d  a s  
w e  d e a l  w i t h  R e d  D o g  d u r i n g  t h e  u p c o m i n g  l e g i s l a t i v e  s e s s i o n .

K i n d e s t  p e r s o n a l  r e g a r d s ,

S e n a t o r  A r l i s s  S t u r g u l e w s k i  
S e n a t e  D i s t r i c t  F ,  S e a t  A

* IK' . Vii* ,.'1 r /• r*■ f  • *’•
E n c l o s u r e



APPROPRIATION APPROPRIATION FUND SOURCES

J ________________________________________________________________________________________ ALLOCATION^__________ HENS_________ QEIIEBAL_.EUHD._____ DTH£R_EUNDS.
4 THIS APPROPRIATION IS FOR FISCAL YEAR 1986 AND SUCCEEDING FISCAL YEARS.

J L * _ S EC.  THE FOLLOWING APPROPRIATION ITEMS ARE FOR LOAN PROGRAMS FROM THE GENERAL FUND OR OTHER FUNDS AS SFT OUT TH THF___

6 FISCAL YEAR 1986 BUDGET SUMMARY BY FUNDING SOURCE TO THE AGENCIES NAMED AND FOR THE PURPOSES EXPRESSED.

2____________________________________________________________ X X X X X X________________X X X X X X______________________________________________________________

8 X X X X X LOAN PROGRAMS X X X X X

2____________________________________________________________ X X X X X X________________X X X X X X______________________________________________________________

10 DEPARTMENT OF EDUCATION

1 1_________ COMMI SSION ON POSTSECOHDARY EDUCATION____________________________________________________________________________________________________________

12 SCHOLARSHIP REVOLVING LOAN FUND 63,825,000 63,600,000 225,000

1 3_______________ TEACHER SCHOLARSHIP LOAN FUND______________________________________________________________600.000____________6C0,J)OQ_____________________

14 DEPARTMENT OF COMMERCE & ECONOMIC DEVELOPMENT

1 5__________ DIVISION OF INVESTMENTS_______________________________________________________ ;  _________________________________________

16 COMMERCIAL FISHING LOAN PROGRAM 3,710,000 3,710,000

I I _______________ ALTERNATIVE TECHNOLOGY AND ENERGY LOAN PROGRAM_____________________________________ 1 .060.000_________ L,_Q£ Q, Q 0 0_____________________

18 FISHERIES ENHANCEMENT LOAN PROGRAM 2,071,700 2,071,700

1?__________ALASKA POUER AUTHORITY________________________________________________________________________________________________________________________________

20 RURAL ELECTRIFICATION REVOLVING LOAN FUND 2,000,000 2,000,000

2 1__________DE LONG MOUNTAINS REGIONAL TRANSPORTATION PROJECT n— ________________________________________________________________________________________

22 ALASKA INDUSTRIAL DEVELOPMENT AUTHORITY ECONOMIC "  18,000,000 18,000,000
DEVELOPMENT FUND CAS 44.88.172)

23 DE?ARTMEHr~OF~NATURSL_  RESOURCES

24 DIVISION OF AGRICULTURE

25 AGRICULTURAL~RcVOCVliiG“ l'OAH~FOND 275T0T000 27500",0~d6

26 GRAIN RESERVE LOAN FUND 1,000,000 1,000,000

DEBT SERVICE I MISC PROGRAMS (C O N T .)___________________________________________________________________________________________________________________
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H O U S T O N  O I L  &  M I N E R A L S  E X P L O R A T I O N  C O M P A N Y

A Tenneco Company

December 13, 1984

Senator Arliss Sturgulewski 
Alaska State Senate 
Juneau, Alaska 99801

Dear Arliss:

I noted in the paper this morning that Sheffield has a number of millions 
of dollars in his budget for Cominco's Red Dog deposit. I would very much 
appreciate receiving a copy of the portion of the budget dealing with Red 
Dog.

In recent press releases Cominco has stated that they reed 70£ zinc in 
order for Red Dog to be commercial without state aid. Though I very much 
want to see Red Dog go, I most positively DO NOT want to see i t  go with a 
state subsidy. I believe the state could assume a major active role in 
helping Cominco through the maze of permits. We could push the railroad 
west through the Ambler District and Red Dog. But, please, no state 
subsidies. No free loans. No state feasibili ty studies of the Red Dog 
deposit. If  Cominco cannot make a go of i t  alone, they can (1) renegotiate 
their  deal with NANA: (2) take on a partner; or (3) drop out entirely and 
le t  someone else carry the ball.

:her out of the thing!

Geomje A. Moerlein 
Regronal Manager - Alaska
P.S. These are my own personal comments, not HOMEX's.

GAM:ggg

P
1307 East 75th Avenue, Suite 200, Anchorage, Alaska 99502 [907] 349-8592
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I APPLAUD YOUR .EFFORTS TO MAKE SURE THE RED . DOG MINE 
LOAN PROCEDES IN A FISCALLY RESPONSIBLE MANNER. THIS 
LOAN SHOULD NOT, IN THE END, BECOME EQUIVALENT TO A 
GRANT. PLEASE DO MAKE* SURE THE.MINE WILL BE FEASIBLE 
BEFORE APPROVING STATE SUPPORT.

TO : : : SENATOR STURGULEWSKI

FROM: MICHELL SYDEMAN
1427 INLET PLACE 
ANCHORAGE, AK. 99501
PHONE 279-5157 HM '

RE: RED DOG
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TO: SENATOR STURGULEWSKI

FR; TANYA SPENCE
BOX 82805 
FAIRBANKS 99708 

PI-1: MSG 479-0522

RE: RED DOG MINE

MSG: SAAD (STUDENTS AGAINST ALASKA'S DESTRUCTION) SUPPORTS YOUR
CAUTION CONCERNING STATE SUBSIDARIES TO COMINCO INC*. WE BELIEVE 
ONLY COMINCO BENEFITS BY THE PROPOSED ROAD OR BY THE RED DOG MINE
PROJECT. IN THIS TIME OF LOWERING OIL REVENUES, SURELY 18
MILLION DOLLARS COULD BE SPENT IN WAYS TO BENEFIT ALASKA.

• X -X X X X X X X X •)(• X X X X- X X X -X it it X X X X •)(• X X X- X- X X X X X X X- X X X X
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X SUBJECT: POM-FAIRBANKS X
X PRINT DATE: 04/22/85 TIME: 16:45 ‘ X
X / V X
X X- X XX X- X X X X X X X X X X- XXX X X X- X X X- X X X X X X X -X- X m i X XX X X X X X X X X X X X X X X X X

TO: SENATE RESOURCES COMMITTEE

SENS: STURGULEWSMj FAHRENKAMP, ELIASON, ZHAROFF, HALFORD,
COGHTLL; T T  FISCHER

INTERIOR DELEGATION 
SENS: BENNETT
REPS: FRANK, DAVIS, KOPONEN, M.W. MILLER, RINGSTAD

FROM: MARA KIMMEL, PO BX 82631, FAIRBANKS, AK, 99708

PHONE: 4 74 ■-6032-W 

RE: SB 280, RED DOG MINE

MSG: IN THIS TIME OF LOWERING OIL REVENUES, 18 MILLION
DOLLARS IS TOO MUCH MONEY TO SPEND SUBSIDIZING PRIVATE BUSINESSES 
LIKE N. A. N. A. AND COMINCO INC, VOTE NO ON THIS BILL.
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TO: SENS STURGULEWSKI, FAHRENKAMP, ELIASON, ZHAROFF, HALFORD,
CO (SHILL, V. FISCHER, FA IKS, SACKETT, KERTTULA, PFISCHER 
FERGUSON, BENNETT

REPS SUND, GOTTEN, FULLER, DUNCAN, UETILING, HERRMAN, 
SHULTZ, WALLIS, THOMPSON, M.W. MILLER, CATO, PEARCE,
JENKINS, FRANK, DAVIS, KOPONEN, RINGSTAD

INTERIOR DELEGATION

FROM: BUKI WRIGHT-PRES-GREATER FBKS CHAMBER OF COMMERCE
P.O. BX 74446 
FAIRBANKS, AK, 99707

PHONE: 4 S'2-1105-W

RE: RED DOG MINERAL DEPOSIT

MSG: ON FEB. 4, 1985, THE BOARD OF DIRECTORS OF THE GREATER
FBX CHAMBER OF COMMERCE, UNANIMOUSLY PASSED A RESOLUTION
SUPPORTING THE " ASSISTING IN THE DELONG MOUNTAIN
TRANSPORTATION PROJECT.
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SENATOR ARLISS STURGULEWSKI

0 7 3 1

JUNEAU AK

REFERENCE RED DOG LEAD ZINC PROJECT. I HOPE YOUR ACTION 
ON THIS PROJECT CONSIDERED IN-DEPTH ANALYSIS OF ECONOMIC 
FACTORS INVOLVED: MINING, TRANSPORTING, PREPARING, SMELTING 
AND DELIVERY OF POUND OF ZINC METAL FOR 45 CENTS. POUND 
OF LEAD FOR 20 CENTS. CURRENT QUOTE FOR PURIFIED METALS 
DELIVERED.

RICHARD C RAGLE 
7230 E 20TH 
ANCHORAGE AK 99504
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1981-85 
B O A R D  OF DIRECTORS 

Officers
I’res. vi. Kent Edwards*
Vice F’res. Milton Byrd*
See. Alice It. Iliirtig*
Trcas. John R. (Jack) Hayes*

Executive Director
Suzanne I.inford

Directors

Anchorage
Richard T. Angoll 
Bert Beneville 
Jan Bnmhoff*
Ron Brown 
George Day 
George Easley 
Janice 0. Faiks 
I.ee E. Fisher 
Dave llarlinur 
Roy Huhndorf 
James A. Johnson*
Millett Keller 
I ami McLean 
Pauline R. Martens 
Carol Mnser 
Max D. Nnlley 
John K. Norman 
Louis Overstreet 
Cindy Roberts 
Scott Roth 
Sarah Schierhorn 
J. Shelby Stastny*
Kneeland Taylor 
Frank Van Zanl 
C. L. (Lee) Wareham 
Ken Zumzow

April 15, 1985

Eagle River
Darlene Chapman 

Fairbanks 
David Cuddy 
■lint Dodson 
Ray Kohler 
Tom Owen 
Ralph Seokins 

Homer 
Gail Phillips 

Juneau 
LeRoy Funk 
Peter M. Page

Kenai
C. It. (Rick) Baldwin 

Ketchikan 
Sally A. Smith 
Lew Williams

Kodiak 
Al Schafer 

Palmer 
Hazel Hogan 

Petersburg 
Karen Hofstad 

Sitka
Roberly R. Potter 

Valdez
Mary Jo Evans 
Lyle Von Bargen

Honorable Don Bennett 
President of the Senate 
Alaska State Legislature 
Pouch V 'IMS 3100)
Juneau, Ak. 99811

Honorable Bennett

The Board of Directors of Common Sense for Alaska, Inc., a 
statewide public education organization dedicated to 
encouraging fiscal responsibility in state government, 
at its monthly meeting passed the attached resolution and 
resquest your affirmative consideration of same.

Sincerely,

G'. Kent Edwards<1 
Pres i dent

cc: Senate Majority Leader
Members of Senate Finance Comm i t tee



RESOLUTION IN SUPPORT OF THE DELONG MOUNTAIN

TRANSPORTATION SYSTEM

WHEREAS, it is a widely accepted goal for the economy of Alaska 
to be diversified beyond the oil and gas industry; and

WHEREAS, non-existent transportation infrastructure is a major 
impediment to any economic development in the State of
Alaska, particularly in rural areas; and

I iEREAS, NANA Regional Corporation has created a joint venture 
with Cominco Alaska for the purpose of opening the Red Dog 
mineral deposit in the DeLong Mountains; and

WHEREAS, the Cominco commitment to a $350 million investment will
provide private sector employment to the shareholders of 
NANA Regional Corporation, and through Section 71; of ANSCA, 
it will provide income to all other native regional
corporations; and

WHEREAS, the effects of development of a world class deposit such 
as Red Dog will have economic benefits beyond the region as 
goods and professional services are obtained in the major 
population centers; and

WHEREAS, early investment by the State of Alaska in 
infrasturcture would enable Cominco to begin the mine with 
significant1y less start-up capital and more advantageous 
position with regard to markets and world supply scenarios; 
and

WHEREAS, this infrastructure investment would be repaid to the 
State of Alaska through user fees; and

WHEREAS, considerable income would be generated for the State of 
Alaska through corporate taxes and royalties; and

WHEREAS, Cominco Alaska has further guaranteed to bring the mine 
into production within a specified timeframe, to pay for the 
operation and maintenance of the transportation facilities, 
and, if there were to be significant delays, to still repay 
the State of Alaska the amount loaned to develop the 
transportatiion facilities, making it a "no-risk" 
investment; and

WHEREAS, the State of Alaska would enjoy additional benefits from 
the establishment of Pacific Rim markets for Alaskan 
resources and development of secondary mineral projects in 
the southern Brooks Range; and

WHEREAS, the joint venture partners represent both the cultural 
wisdom and the technological track record to operate 
successfully in Arctic Alaska;



THEREFORE BE IT RESOLVED that COMMON SENSE FOR ALASKA, INC., 
supports investment by the State of Alaska in the 
Cominco/NANA Red Dog project conditioned upon:

■ -■ •
1. a written agreement between Cominco and the State of 

Alaska with respect to the initial finding arrangement 
between the two and

2. a formal commitment by Cominco to repay the State 
investment through such means as user fees for use of 
the transportation system; and

BE IT FURTHER RESOLVED that COMMON SENSE FOR ALASKA, INC., urges 
the Governor and the Legislature together to adopt a state­
wide perspective, and fund, during the current legislative 
session, loans at irter*»st rates not less than the State's 
cost of borrowing to construct a transportation system for 
the DeLong Mountains to service the Red Dog Mine.

PASSED BY THE COMMON SENSE BOARD OF DIRECTORS MEETING 4/15/85
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TO: SENATORS FA IKS, ABOOD, AND • RODEY
REPRESENTATIVES PEARCE AND HANLEY

FROM: BARBARA LYNN GARDNER
1908 W HILLCREST DRIVE *14 
ANCHORAGE, ALASKA 99503 (H> 274-3756

RE: RED DOG MINE

DO NOT FUND RED DOG, ECONOMIC ASSUMPTIONS UNREALISTICALLY HIGH, 
NO PROFIT LIKELY, THUS NO PAY BACK, IF PURPOSE IS TO CREATE JOBS 
FOR BUSH RESIDENTS, IT WON'T WORK; BUSH RESIDENTS OFTEN DO NOT 
ADJUST TO INDUSTRIAL JOBS AND TIME SCHEDULES, IF BUILT, WILL 
HAVE UNECONOMICAL MINE WITH NO PAY BACK AND IMPORTED WORKERS,



t

Senato r S tu rgu lew sk i 
Pouch V
Juneau, A laska 99811 ,

Dear S ena to r ,

As a s tudent a UAF, I  have re c e n t ly  heard d iscu s s ion  o f  Govenor S h e f f i e l d ' s  
support f o r  the a p p ro p r ia t io n  o f  funds f o r  the Red Dog Mine Road P r o j e c t ,  when 
budget cu ts  have been proposed f o r  the s t a t e ' s  u n iv e r s i t y  system. A f t e r  c a r e fu l  
c o n s id e ra t io n ,  I  concluded the funds i n i t i a t i n g  the NANA Corperation-Com inco 
p r o je c t  shou ld indeed be g ra n ted . There a re  more long term , s ta tew ide  b e n e f i t s  
from such a ven tu re . These inc lude  long term h i r e  o f  A la s k a 's  c i t e z e n s ,  d i r e c t  
f i n a n c ia l  b e n e f i t s  to  the peop le w ith in  the NANA C o rp e ra t io n ,  the s t a t e  b e n e f i t s  
o f  a guarenteed lo an  repayment with i n t e r e s t  and p roduc t ion  revenues , the t r i c k l e  
down e f f e c t  which w i l l  e v e n tu a l ly  reach many p a r ts  o f  A la sk a , the s t im u la t io n  o f  
educa tion  o f  p e rson e l who w i l l  main ta in  the o p e ra t io n , and the p o s s i b i l i t y  o f  
opening new re s e rv e s .  Should e q u iv a l le n t  funds be p rov ided  f o r  the "H igher 
Education System", th e re  would be a temporary f i l l i n g  o f  the f i n a n c i a l  gap, but 

. t h i s  w i l l  not stop  the f a l l i n g  axe . I t  i s  on ly  a m a tte r o f  time befcne the f a t  
i s  trimmed.

Budget cuts shou ld not be a d e t r im en ta l f a c t o r  in  the q u a l i t y  o f  educa tion . 
The unde r ly ing  is su e  i s  th a t  o f  economic d i v e r s i f i c a t i o n  and development o f  a 
long  term , f i n a n c ia l  base . Although I  am concerned by ex ten s iv e  cu ts  in  the 
u n i v e r s i t y ' s  education  monies, in  th i s  case , the educa t io n a l argument i s  clouded 
by p e t ty  arguments.

Thank you f o r  you r time and c on s id e ra t io n  on th i s  i s s u e .  Good lu ck  during  
the r e s t  o f  the s e s s io n .

S in c e re ly ,



MSfi?

A l a s k a  I b t a t e  H e g t s l a t u r e
A R L I S S  S T U R G U L E W S K I ,  C h a irm a n  P O U C H  V
B E T T Y E  F A H R E N K A M P , V ic o  C h o lrm a n  J U N E A U . A L A S K A . 99811
J A C K C O G H I L L  A  (9 0 7 )4 6 5 -4 9 0 7
D IC K  E L IA S O N  
V IC  F I S C H E R  
R IC K  H A L F O R D  
F R E D Z H A R O F F

i b e n a t e
Committee on Resource*

MEMORANDUM A p r i l  18 , 1985

TO: A l l  Members
Senate Resources Committee

FROM: S t a f f
Senate 'Resources Committee

RE: SB 280 "An Act r e la t i n g  to  the a u th o r i z a t io n  o f  bonds o r  notes
f o r  the DeLong Mountain t ra n s p o r ta t io n  p r o je c t ,  e s ta b l i s h in g  
cond it ion s  under which the bonds o r  notes may be issued ; and 
p rov id ing  f o r  an e f f e c t i v e  d a te ."

Senate B i l l  280 would au th o r ize  the A laska I n d u s t r i a l  Development A u tho r ity  
to issue  $175 m i l l i o n  in  revenue bonds f o r  the purpose o f  f in an c ing  the 
DeLong Mountain t r a n s p o r t a t io n  system. SE 280 would a ls o  e s ta b l i s h  
cond it ion s  which p ro te c t  the s t a t e ' s  investment. In l i e u  o f  a completed 
f i n a n c ia l  p lan  th i s  b i l l  re q u i re s  AIDA, Cominco.. and NANA to meet c e r t a in  
s t i p u la t io n s  b e fo re  s ta te  funding i s  committed.
AIDA has con trac ted  w ith SRI In t e r n a t i o n a l  to  develop a f i n a n c ia l  p lan  i s  
accordance w ith AS 4 4 .8 8 .1 7 3 .  That p lan  w i l l  not be completed b e fo re  the 
end o f  t h i s  l e g i s l a t i v e  s e ss ion  but SRI In t e r n a t i o n a l  w i l l  make an o r a l  
p re sen ta t io n  to  a j o i n t  Senate Finance and Senate Resources Committee 
hea r ing  on A p r i l  30 a t  8 :3 0  a.m. A copy o f  the con tra c t  between AIDA and 
SRI In t e r n a t i o n a l  i s  a ttached .



§ 44.88.170 A laska Statutes § 44.88.173

Effect of amendments. — The 1982 may not make new commitments to pur- 
amendment inserted "for which it has not chase loans fr m that financial institu- 
already made a purchase commitment and tion."

S ec . 44.88.170. P u r c h a s e  o f  p ro je c t  a n d  le a s e s , (a) N othing in 
th is  chap te r p reven ts  th e  inclusion  in  a lease or o th er agreem ent 
re la tin g  to a  project of a  provision g ra n tin g  th e  r ig h t to purchase the 
project, or to renew  or ex tend  th e  lease or ag reem ent, upon the term s 
and  conditions w hich m ay be provided for in  th e  lease or agreem ent.

(b) A lease w ith  respect to a project rnay provide for two or more 
lessees w ith  th e  legal re la tio n sh ip  betw een them selves and the au tho r­
ity  w hich th e  au th o rity  m ay approve, includ ing  w ithou t lim itation, 
provisions to  th e  effect th a t  th e  obligations of th e  lessees under the 
lease for paym en t of re n ta l or o therw ise betw een them selves and the 
au th o rity  a re  several, jo in t, or jo in t and  several and  th a t  the lessees 
lease th e  project as tenants-in-com m on, or otherw ise. (S J ch 64 SLA 
1967)

Revisor’s notes. — Formerly AS 
44.61.170. Renumbered in 1980.

S ec. 44,88.172. E c o n o m ic  d e v e lo p m e n t fu n d , (a) The economic 
developm ent fund is estab lished  in th e  au th o rity . The fund consists of 
m oney or asse ts  appropria ted , loaned, or tran sfe rred  to th e  authority , 
and  o th er m oney or asse ts  deposited in  th e  fund Ly th e  authority . The 
fund m ay only be used to finance, acquire, m anage, and operate 
projects th a t  th e  au th o rity  in ten d s to own and operate. The term  
"operate” includes operation  d irec tly  by th e  au th o rity , or by an agent 
of th e  au th o rity .

(b) If  a  project is financed or developed th ro u g h  use of the assets ol 
th e  economic developm ent fund, th e  a u th o rity  m ay no t pledge or u.~' 
o th er asse ts of th e  au th o rity  to a ss is t in  th e  financing, developm ent, or 
operation  of th e  project. H ow ever, w h e th e r or no t th e  au thority  use. 
the  economic developm ent fund, i t  m ay issue bonds to finance a project 
and m ay secure th e  bonds w ith  a m ortgage, pledge, or assignm ent «•: 
th e  project or of revenues, money, or ag reem en ts a ttrib u tab le  to i n  
project or th e  bonds as provided in  Sec. 10 of th is  Act. (§ 8 ch 162 SLA 
1984)

Cross references. — For requirement, section, and for expression of legislative 
of legislative approval prior to the issu- intent,see§p .0 and 11,ch. 162,SLA 19‘>t 
ance of bonds to finance projects under this in the Ter ary and Special Acts'

S ec . 44.88.173. F in a n c e  p la n ,  (a) Before approving a project 
financed u n d er AS 44.88.172, th e  au th o rity  shall p repare a finance 
plan. T he finance p lan  m u s t include an  e s tim ate  of th e  to tal cost of t he 
project, and a  descrip tion  of th e  sources of m oney th a t  will be used t<>
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finance th e  to ta l cost of th e  project. T he finance p lan  m u st also include 
an  e s tim ate  of th e  operational costs of th e  com pleted project, as well as 
a  descrip tion of th e  source of th e  m oney th a t  is to  be used to pay the  
operational costs.

(b) T he au th o rity  sh a ll give preference to a  project th a t  does not 
req u ire  financ ia l assistance  from  th e  s ta te . I f  th e  au th o rity  determ ines 
th a t  a  project req u ires  s ta te  financia l assistance, and if  th e  au tho rity  
fu r th e r determ ines th a t  i t  is desirab le  to finance the  project, the 
au th o rity  sh a ll recom m end a  m ethod of financing  th a t  m inim izes cost 
to th e  s ta te . A finance p lan  req u ired  u n d er (a) of th is  section m ust 
identify  th e  m ethod of financ ing  th a t  m inim izes the  cost to th e  state .

(c) T he au th o rity  sh a ll su b m it a finance p lan  prepared  u n d er th is  
section to th e  s ta te  bond com m ittee, th e  g i /e rnor, and  the  leg islature 
before issu in g  bonds or o therw ise in cu rrin g  debt for th e  project. If  a 
project requ ires financia l assistance  from the  s ta te , the  s ta te  financial 
assistance m u s t be ava ilab le  before bonds a re  issued for th e  project. 
(§ 8 ch 162 SLA 1984)

Sec. 44.88.174. R e g io n a l r e s o u rc e  a d v is o ry  co u n c il, (a) W ithin 
30 days a fte r th e  a u th o rity  adopts a  reso lu tion  certifying th a t  a  project 
in  th e  unorganized  borough is elig ib le for financing u nder AS
44.88.172, th e  governor sh a ll appo in t a R egional Resource Advisory 
Council in  th e  a rea  of th e  s ta te  w here th e  project is to be located and 
for w hich a  reg ional housing  au th o rity  h as been estab lished  u nder AS 
18.55.996. The purpose of a  council is to ass is t the  au th o rity  in  
review ing a  project th a t  h as  been proposed for developm ent in  its  a rea  
of th e  s ta te .

(b) A R egional Resource A dvisory Council consists of five m em bers 
reg iste red  to  vote in  th e  region. T he governor shall appoint th e  m em ­
bers to  reflect th e  economic and  geographic d iversity  of th e  region. 
Council m em bers serve th ree -y ea r te rm s a t  th e  p leasure of th e  gover­
nor, except th a t  th e  in itia l m em bers m ay be appointed for less th an  
th ree  y ea rs  so th a t  th e  te rm  of a t  le a s t one of th e  m em bers expires each 
>ear. T he governor shall appo in t a  chairperson  who shall call m eetings 
as requ ired  and  preside over th e  deliberations of th e  council. A m ajor­
ity  of th e  council co n stitu tes  a  quorum  for conducting th e  business of 
th e  council.

(c) M em bers of a  R egional Resource A dvisory Council do not receive 
com pensation for th e ir  services on th e  council, b u t a re  en titled  to per 
diem  an d  trav e l expenses au thorized  by law  for s ta te  boards and 
com m issions u n d er AS 39.20.180. (§ 8 ch 162 SLA 1984)

S ec. 44.88.175. R e q u ire m e n ts  p r io r  to  a p p ro v a l  o f  p ro je c ts ,  (a) 
Before en te r in g  in to  an  ag reem en t to finance or to develop a proposed 
project w ith  a  cost in  excess of $10,000,000 th a t  is financed u n d er AS
44.88.172, the  au th o rity  sh a ll ob ta in  th e  approval of each Regional 
Resource A dvisory Council or m un icipality  in  th e  area  in  which the
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§ 44.38.176 A laska Statutes

proposed project is to be located. A pproval u n d er th is subsection must 
be evidenced by a certified  copy of a  reso lu tion  of the council or of tiu- 
govern ing  body of th e  m unicipality .

(b) Before approving a  project financed u n d er AS 44.88.172 for 
w hich bonds m ust be issued, th e  au th o rity  shall

(1) o b ta in  approval u n d e r (a) oif th is  section;
(2) find , on th e  basis of a ll in fo rm ation  reasonably ava ilab le  to it.

(C) th e  project is econom ically an d  financially  feasible and  able to 
produce revenue adequate  to repay  th e  bonds or loans w ith  w h :ch it i.- 
financed;

(D) increased  dem and on public facilities th a t  m ight re su lt from the 
project w ill be provided for;

(E) th e  project w ill provide or re ta in  em ploym ent reasonably  related 
to th e  am o u n t of th e  financ ing  by th e  au tho rity , considering the 
am oun t o f in v estm en t per em ployee for com parable facilities, and other 
re lev an t factors;

(F) th e  scope of the  project is suffic ien t to  provide a reasonable expec­
ta tio n  o f a  benefit to th e  economy of th e  sta te ;

(G) th e  project is in  com pliance w ith  applicable law; and
(H) issuance of the bonds is no t expected to adversely affect tin 

ab ility  o f th e  s ta te  or any  political subdivision of the s ta te  to market 
o th er bonds. (§ 8 ch 162 SLA 1984)

Sec. 44.88.176. H e a r in g  to  c o n s id e r  p ro p o s e d  p ro je c t. Beior* 
considering  a reso lu tion  reg ard in g  th e  approval or rejection of in. 
developm ent or financing  of a  proposed project w ith  a cost in  excess o; 
$10,000,000, th a t  is financed u n d e r AS 44.88.172, a Regional Resource 
Advisory Council sha ll conduct a  public h ea rin g  w ith in  the region. I: 
a  proposed project is located w ith in  a  m unicipality , the governing hud-, 
of a  m un icipality  sha ll conduct a  h ea rin g  on th e  proposed p ro jec t.1 
ch 162 SLA 1984)

Sec. 44.88.177. O p e ra t io n  o f  p ro je c ts .  I f  a  project is finance-■ 
u nder AS 44.88.172, th e  au th o rity  sh a ll so licit th e  review and  advin 
of th e  R egional Resource A dvisory Council or governing body in the 
a rea  in  w hich a  project is located before th e  execution of contract.*-, 
ag reem en ts, resolutions, or o th e r m a tte rs  th a t  directly concern th> 
developm ent, m ain tenance, and  operation  of a  project. (§ 8 ch 162 SLA

S ec. 44.88.180. C o n flic ts  o f  in te re s t ,  (a) A m em ber of th e  auth<" 
ity  m ay n o t vote on a  reso lu tion  of th e  au th o rity  re la tin g  to a lease <" 
contract to  be en tered  in to  by th e  a u th o rity  u n d er th is  chapter if tie

th a t
(.A) th e  project and  its  developm ent u n d er th is  chapter w ill be eco­

nom ically  advantageous to  th e  s ta te  and  to th e  general public welfare 
and  w ill con tribu te  to th'e economic grow th  of the  state;

(B) th e  project app lican t is financ ia lly  responsible;

1984)
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STANDARD AGREEMENT FORM 

FOR PROFESSIONAL SERVICES CONTRACT

_______________ y______________ •

STATE OF ALASKA Suta Contrast No,
S$t’

C o n t r a c t  T * * a  r  i  » •  * f  ^

Encumbrsncs Reference No.

Contract Authority No.

T h is  c o n t ra c t  is  b e tw e e n  t h e  S ta t e  o f  A la s k a ,
Department of
Commerce & Economic Development/Alaska Industrial Development Authorit^asftw, the State, and
C o n tra c to r

SRI International h e re a f t e r ,  t h e  C o n t ra c t o r
M ailin g  A d d re ss  S t ra a t  o r  P .O . B o x

333 Ravenswood Avenue
C it y

Menlo Park
S u t a

C a l i f o r n i a
Z ip  C o d a

94025

Appendices: Appendices referred to in this contract and attached to it are considered part of it. 
Performance of Services!

ARTICLE 1.
ARTICLE 2. ___________________

2.1. Appendix A (General Provisions), Articles 1 through 14, governs the performance of services under this contract.
2.2. Appendix B sets forth the liability 8nd insurance provisions of this contract.
2.3. Appendix C sets forth the services to be performed by the contractor.

ARTICLE 3. Period of Performance! The period of performance this contract begins March 18_____________________, 1965

and ends September 30__________________  19 85 . Performance may be extended for additional periods by the
written agreement of the parties.

ARTICLE 4. Consideration!
4.1. In full consideration of the Contractor's performance under this contract, the State shall pay the Contractor a sum not to exceed

$ 267,000.________ in accordance with the provisions of Appendix D.
4.2. When billing the State, the Contractor shall refer to the State Contract Number and send the billing to:

partjnent of
' a Industrial Development Authority

A t t n :  D iv is io n  o f

Bert Waenon
Mailing Address
1577 "C" Street, Suite 304, Anchorage, Alaska 99501

CONTRACTOR STA TE
Name of Firm
SRI International

D e p a rtm e n t o r A g e n c y / D iv is io n

Alaska Industrial Development Authority

S ig n a tu re  o f A u th o r is e d  R e p re se n ta t iv

i
/ T y p e d  o r P r in te d  N j m l  o f  A u th o r iz e d  R e p re

Sp^ncar Floyd 1

S ig n a t u r e ^  P r o je c t  D ir e c t o r

T y p e d  o r  P r in te d  N a m e  o f  P r o je c r O ir e c t o r
Bertram L. Wagnon v

C orporate  Director of Contract*T it le T it le

Executive Director

A PPRO VA L BY  TH E  CONTRACTING AGEN CY

N O T IC E !  T h is  c e r t i f i e s  a v a i la b i l i t y  o f  fu n d s .

S ig n a tu re  o f If

/>r /  /  t
e j jL » # ’'£ o n t re c t in g /A £ « n c y P & d a s ig n e e  /

T y p e d  o r P r in te d  N a m e  o f  A u th o r iz in g

L o / f n  ~H. L o u  nil
p f f ic ia l  /

b u r m  /
T i t le  J

urY)w\FsSioy)'ex~
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D ate
:: BY THE CONTRACT REVIEW COMMITTEE V ' /

NOTICE! This contract has no effect except as an offer by theContractor until it is approved by the Department of Administration.

APPENDIX A
GENERAL PROVISIONS

A r t ic le  1 .  D e f in i t io n s .

1 . 1 .  In  t h i s  c o n i r a c l  a n d  a p p e n d i c e s .  " P r o j e c t  D i r e c t o r "  m e a n s  m e  p e r s o n  w h o  s i g n s  t h i s  c o n t r a c t  o n  b e h a l f  o l  t h e  D e p a r t m e n t  a n d  i n c l u d e s  a  s u c c e s s o r  o r  a u t h o r i z e d  r e p r e s e n t a t i v e .

1 . 2 .  " D e p a r t m e n t "  m e a n s  t h e  a g e n c y  t o r  w h i c h  t h i s  c o n t r a c t  i s  to  b e  p e r f o r m e d  a n d  lo r  w h ic h  t h e  P r o j e c t  D i r e c to r  a c t e d  i n  s i g n i n g  t h i s  c o n t r a c t .

A r t ic le  2 .  I n s p e c t io n  a n d  R s p o r t s .

2 . 1 .  T h e  D e p a r t m e n t  m a y  I n s p e c t ,  In  I h e  m a n n e r  a n d  a t  r e a s o n a b l e  l i m e s  it c o n s i d e r s  a p p r o p r i a t e ,  a l l  t h e  C o n t r a c t o r 's  f a c i l i t i e s  a n d  a c t i v i t i e s  u n d e r  t h i s  c o n t r a c t .

2 . 2 .  T h e  C o n t r a c t o r  s h a l l  m a k e  p r o g r e s s  a n d  o t h e r  r e p o r t s  in  m e  m a n n e r  a n d  a t  t h e  t i m e s  m e  D e p a r t m e n t  r e a s o n a b l y  r e q u i r e s .

• :c .

"liaSr
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A PPE N D IX  I

S T A T E  S A V E D  H A R M L E S S  t  IN S U R A N C E  P R O V IS IO N S

f h «  C o n i r a c to r  s h a l l  i n d e m n i f y ,  s a v e  h a r m l e s s ,  a n d  d e l e n d  I h e  S t a l e ,  i t s  o l l i c e r s .  a g e n t s  a n d  e m p lo y e e s  I r o m  l ia b i l i ty  o l  a n y  n a t u r e  o r  k i n d ,  i n c l u d i n g  c o s t s  a n d  e x p e n s e s ,  lo r  o r  o n  a c c o u n t  o l  a n y  
a n d  a ll  le g a l  a c t i o n s  o r  c l a i m s  o l  a n y  c h a r a c t e r  w h a t s o e v e r  r e s u l t i n g  I ro m  i n ju r i e s  o r  d a m a g e s  s u s t a i n e d  b y  a n y  p e r s o n  o r  p e r s o n s  o r  p r o p e r t y  a s  a  r e s u l t  o l  a n y  e r r o r ,  o m i s s i o n  o r  n e g l i g e n t  a c t  o l  I h e  

C o n t r a c to r  r e l a t i n g  to  i t s  p e r f o r m a n c e  o l  t h i s  c o n t r a c t .

AH le g a l  a c t i o n s  o r  c l a i m s  in c l u d i n g  d e l e n s e  c o s t s  r e s u l t i n g  I r o m  I n ju r ie s  o r  d a m a g e s  s u s t a i n e d  b y  a n y  p e r s o n ( s )  o r  p r o p e r l y  a r i s i n g  I r o m  I h e  C o n t r a c t o r 's  p e r f o r m a n c e  o l  t h i s  c o n l r a c l  w h r c h  w ill 
r e s u l t  in  jo in t  l ia b ili ty  o l  i h e  S t a l e  a n d  C o n t r a c t o r  s h a l l  b e  a p p o r t i o n e d  o n  a  c o m p a r a t i v e  l a u l l  b a s i s .  A n y  s u c h  jo in t  l ia b i l i ty  o n  t n e  p a n  o l  t h e  S t a l e  m u s l  b e  f l u e  t o  a c t i v e  n e g l i g e n c e  o n  I h e  p a r t  o l  t h e  

S t a l e .

A r t ic le  2 .  I n t u n n c e .

D u r in g  i h e  l i le  o l  t h i s  c o n t r a c t .  I h e  C o n t r a c t o r  s h a l l  p u r c h a s e  a n d  m a in t a in  I n s u r a n c e  w i th  a  c a r r i e r  o r  c a r r i e r s  s a t i s f a c t o r y  t o  D e p a r tm e n t  o l  A d m i n i s t r a t i o n .  D iv is io n  o l  R i s k  M a n a g e m e n t  c o v e r i n g  m -  

ju r y  to  p e r s o n s  o r  p r o p e r l y  s u l l e r e d  b y  t n e  S l a t e  o l  A l a s k a  o r  a  t h i r d  p a n y .  a s  a  r e s u l t  o l  e r r o r s  o r  o m is s io n s  o r  o p e r a t i o n s  w h ic h  a r i s e  b o t h  o u l  o l  a n d  d u r i n g  I h e  c o u r s e  o l  t h i s  c o n t r a c t  b y  I h e  C o n t r a c to r  
o r  b y  a n y  s u b c o n t r a c t o r  o r  a n y o n e  d i r e c t l y ,  o r  i n d i r e c t ly  e m p lo y e d  b y  i h e m .  T h e  c o v e r a g e  w ill  a l s o  p r o v id e  p r o t e c t i o n  a g a i n s t  i n j u r i e s  b y  a ll  e m p l o y e e s  o l  I h e  C o n t r a c t o r  a n d  t h e  e m p l o y e e s  o l  a n y  s u b  
c o n t r a c to r  e n g a g e d  in  w o r k  u n d e r  t h i s  c o n t r a c t .  A  C e r f i l i c a t e  o l  I n s u r a n c e  w ill  b e  l u r m s n e d  lo  t h e  C o n t r a c t in g  O l f ic e r  p r io r  10 b e g i n n i n g  w o r k  u n d e r  t h i s  c o n t r a c t .  T h> s c e r t i f i c a t e  w ill  s h o w  e v id e n c e  o l  

c o v e r a g e  a n d  p r o v id e  a  w r i t t e n  t h i r t y  ( 3 0 )  d a y  p r i o r  n o t i c e  to  t h e  C o n t r a c t in g  O t t i c e r .  o f c a n c e l l a t i o n ,  n o n - r e n e w a l  o r  m a te r i a l  c h a n g e .  F a i lu r e  t o  f u r n i s h  s a t i s f a c t o r y  e v i d e n c e  o t  i n s u r a n c e  o r  l a p s e  o l  t h e  

p o l ic y  is  a  m a te r i a l  b r e a c h  a n d  g r o u n d s  lo r  t e r m i n a t i o n  o l  I h e  C o n t r a c t o r 's  s e r v i c e s .

B e lo re  p e r f o r m in g  u n d e r  t h i s  c o n t r a c t ,  e v i d e n c e  o t  I h e  f o l lo w in g  c o v e r a g e s  w ill  b e  p r o v id e d :
2 . 1 .  W o r k e r s '  C o m p e n s a t i o n  I n s u r a n c e :  T h e  C o n t r a c t o r  s h a l l  p r o v id e  a n d  m a i n t a i n ,  lo r  a ll  e m p lo y e e s  o l  I h e  C o n t r a c to r  e n g a g e d  in  w o r k  u n d e r  t h i s  c o n l r a c l .  w o r k e r s '  c o m p e n s a t i o n  i n s u r a n c e  a s  

r e q u i r e d  b y  A S  2 3 . 3 0 . 0 4 S .  T h e  C o n t r a c t o r  s h a l l  b e  r e s p o n s i b l e  l o r  w o r k e r s '  c o m p e n s a t i o n  in s u r a n c e  lo r  a n y  S u b c o n t r a c t o r  w h o  d i r e c t l y ,  o r  I n d i r e c t ly  p r o v i d e s  s e r v i c e s  u n d e r  t h i s  c o n t r a c t ,  to  i n c lu d e :

2 . 1 . 1 .  S t a tu to r y  c o v e r a g e  lo r  s t a l e s  i n  w h i c h  e m p l o y e e s  a r e  e n g a g i n g  in  w o r k .

2 . 1 . 2 .  E m p l o y e r 's  L i a b i l i ty  P r o t e c t io n  in  I h e  a m o u r v  o l  S 5 0 0 . 0 0 0  p e r  p e r s o n / S 5 0 0 . 0 0 0  p e r  o c c u r r e n c e

2 . 1 . 3 .  B ro a d  F o r m  A ll S l a t e ' s  E n d o r s e m e n t .

2 . 1 . 4 .  A ll S l a t e  a n d  F e d e r a l  A c t s  w h e r e  a p p l i c a b l e .

2 . 1 . 5 .  V o lu n ta r y  c o m p e n s a t i o n  e n d o r s e m e n t .

2 . 2 .  C o m p r e h e n s i v e  G e n e r a l  L ia b i l i ty  w i th  c o v e r a g e  l im i t s  p e r  c o n t r a c t  s c h e d u l e : "

2 . 2 . 1 .  P r e m i s e s  O p e r a t i o n s .

2 . 2 . 2 .  I n d e p e n d e n t  C o n t r a c t o r s .

2 . 2 . 3 .  P r o d u c t s / C o m p l e t e d  O p e r a t i o n s .

2 . 2 . 4 .  B la n k e t  C o n t r a c t u a l .

2 . 2 . 5 .  P e r s o n a l  I n j u r y .

2 . 3 .  C o m p r e h e n s iv e  A u to m o b i l e  L ia b i l i ty  w i lh  c o v e r a g e  l im i t s  p e r  c o n l r a c l  s c h e d u l e :  *

2 . 3 . 1 .  A ll O w n e d  V e h i c l e s .

2 . 3 . 2 .  All H ir e d  V e h i c l e s .

2 . 3 . 3 .  A ll N o n - o w n e d  V e h i c l e s .

2 . 3 . 4 .  U n i n s u r e d  M o t o r i s t s .

2 . 4  P r o f e s s io n a l  L ia b i l i ty  w i th  c o v e r a g e  l im i t s  p e r  c o n t r a c t  s c h e d u l e . '

2 . 4 . 1 . C o v e r a g e  l o r  a l l  e r r o r s ,  o m i s s i o n s  o r  n e g l i g e n t  a c t s  w h l c n  I h e  C o n t r a c to r ,  e m p l o y e e s ,  o r  I h e  s u b c o n t r a c t o r s  m a y  m a k e  w h i c h  r e s u l t  i n  f i n a n c i a l  l o s s  t o  t h e  S t a t e  o l  A la s k a .

2 . 4 . 2 . T h e  C o n t r a c t o r  <s r e s p o n s i b l e  lo r  p r o v id in g  p r o f e s s i o n a l  l ia b i l i ty  i n s u r a n c e  a l  t h e  C o n t r a c t o r 's  o w n  e x p e n s e .  A t t h e  C o n t r a c t o r 's  o p t io n ,  t h i s  c o v e r a g e  m a y  b e  o b t a i n e d  I h r o u g h  t h e  S t a t e ' s  
b l a n k e t  p r o l e s s i o n a i  l i a b i l i ty  p o l i c y  a t  r a t e s  c o m m e n s u r a t e  w i t h  I h e  p r o l e s s i o n a l  l ia b i l i ty  c o v e r a g e  a n d  l im i t s  w h i c h  a r e  p r o v i d e d .  I t  t h e  C o n t r a c to r  e l e c t s  t o  p u r c h a s e  t h e  S t a l e ' s  i n s u r a n c e .  I h e  r e a s o n s  
lo r  n o t  p r o v id in g  h i s  o w n  c o v e r a g e  m u s l  b e  s t a l e d  in  w n l i n g .

T h e  c o v e r a g e  w ill a p p l y  o n l y  l o  t h o s e  c o n t r a c t o r  o p e r a t i o n s  w h i c h  a r i s e  o u t  o l  I h e  S t a l e  c o n t r a c t .  II I h e  C o n t r a c to r  h a s  m o r e  t h a n  o n e  S t a l e  c o n l r a c l .  s e p a r a t e  I n s u r a n c e  m u s t  b e  p u r c h a s e d  l o r  e a c h  c o n ­

t r a c t .

I t  t h e  C o n t r a c to r  i s  p r o v i d i n g  p r o f e s s i o n a l  l ia b i l i ty  i n s u r a n c e  l o r  a n y  a c t iv e  S t a l e  c o n l r a c l .  h e  i s  in e l ig ib le  t o  p u r c h a s e  I h e  S t a l e  p r o l e s s i o n a l  l ia b i l i ty  i n s u r a n c e .

Arttcn 1. State Sivid Hirmleti.

‘ LIMITS FOR ALL INSURANCE ARE 
PER THE FOLLOWING SCHEDULE

Conlracl Amounl Minimum Required Limits

Under S50.000 
S 50.000 
S 100.000 
S 750.000 
S1.500.000

S 90.999 
S 749.999
51.499.999
54.999.999

55.000,000 or over

$ 250,000 per Occurrence/Annual Aggregate 
$ 500.000 per Occurrence/Annual Aggregate
51.000.000 per Occurrence/Annual Aggregate
52.000.000 per Occurrence/Annual Aggregate
55.000.000 per Occurrence/Annual Aggregate 

Negotiable - Reler lo Risk Management
Deductible per loss may not exceed 2% ol Contractor’s annual gross receipts.



APPENDIX C

C on t ra c to r  agrees to perfo rm  a l l  tasks and se rv ices  as i d e n t i f i e d  
in  the A u th o r i t y ' s  Request f r x  P roposa l (RFP ) , and in  C o n t ra c to r ' s  
response o f  p re p a ra t io n  o f  a Finance P lan  f o r  a Proposed 
T ra n sp o r ta t io n  System in  Northwestern A laska , P roposa l No. ICC 
85-44 to the A u th o r i t y ' s  RFP (Response ) . The Response and the RFP 
a re a ttached to th is  c o n t ra c t ,  and a re  s p e c i f i c a l l y  in co rp o ra ted  as 
p a r t  o f  th is  Agreement except as otherw ise mod ified  by th i s  
Agreement o r  by subsequent agreement o f  the p a r t i e s .

C on t ra c to r  s h a l l  fu rn ish  the A u th o r ity  w ith a time schedule f o r  a l l  
p r in c ip a l  ta sk s .  C on trac to r  s h a l l  n o t i f y  the Au tho r ity  on a t  l e a s t  
a weekly b as is  o f  the p rogress toward completion o f  the i d e n t i f i e d  
tasks in  a t im e ly  fa sh ion .

While t a rg e t  dates f o r  the completion o f  p re lim ina ry  tasks a re  not 
intended by the p a r t ie s  as s p e c i f ic  c on t ra c tu a l commitments, the 
C on t ra c to r  s h a l l  p rov ide a w r i t t e n  D ra f t  Finance P lan  no l a t e r  than 
May 6 , 1985 . Rece ip t o f  a w r i t t e n  F in a l Finance P lan , in  a form 
accep tab le  to  the A u th o r ity  i s  due on o r  b e fo re  September 1 , 1985.

C on t ra c to r  recogn izes th a t  the A u th o r ity  may reques t th a t  the 
C on t ra c to r  address a d d i t io n a l f a c t o r s  o r f inanc ing  scena r io s  in  
con junc tion  with p re p a ra t io n  o f  the Finance P la n . The A u th o r i ty  
may a t  any time p r i o r  to A p r i l  8 n o t i f y  the C on trac to r in  w r i t in g  
to  modify the s e rv ic e s  to  be prov ided under th is  c o n t ra c t  to  
inc lude such fa c t o r s  o f  f in anc ing  scena rios  not p re v io u s ly  s e t  
fo r th  in  e i t h e r  the RFP o r  the Response, p rov id ing  th a t  any 
a d d i t io n a l f a c t o r s  o r  f in an c ing  scena r io s  i d e n t i f i e d  by the 
A u th o r ity  must be reasonab ly  r e la t e d  to  the purposes o f  the Finance 
P lan , and may not m a t e r i a l l y  modify the natu re  o f  the se rv ic e s  to 
be prov ided by the C on t ra c to r .



I f  the Autho r ity  reques ts  tha t  the C on tra c to r  cons ide r a d d i t io n a l 
f a c to r s  o f  f in anc ing  scena r io s  a f t e r  A p r i l  8 , 1985, the C on trac to r 
has no o b l ig a t io n  to cons ide r the reques t in  the d r a f t  p lan due on 
May 6 , p rov id ing  however tha t  the C on trac to r  s h a l l  address the 
request in  the F in a l  F inance P lan .

4 )  The D ra f t  Finance P lan  due on o r  b e fo re  May 6 , 1985, and the F in a l 
Finance P lan  due on o r  b e fo re  September 1, 1985, must be in  a form 
acceptab le to the A u th o r i t y .  The A u th o r i ty  s h a l l  rev iew  the D ra f t  
and F in a l Finance P lan  in  a t im e ly  fa sh io n .  Any review  o f  the 
D ra f t  and F in a l Finance P lan  s h a l l  be l im i t e d  to  a de te rm ina t ion  o f  
whether the C o n t ra c to r ,  in  the reasonab le  judgment o f  the 
A u th o r ity ,  has completed a l l  tasks and se rv ic e s  s e t  f o r t h  in  the 
RFP, Response, o r requested  by the A u th o r ity  under Paragraph 3 o f  
Appendix C.

5 ) The Au tho rity  agrees th a t  a l l  s t a f f  o f  the A u th o r ity  9 h a l l  be 
a v a i la b le  upon reasonab le  request to  respond to in q u i r i e s  from the 
C on tra c to r . In  a d d i t io n ,  the C on t ra c to r  may reques t th a t  the 
A u tho r ity  r e f e r  reques ts  f o r  a s s is tan ce  to o th e r persons o r  f irm s 
under con t ra c t  w ith the A u tho r ity  w ith re spec t to  the DeLong 
Mountains P o r t  and Road f a c i l i t y .  In  p a r t i c u la r ,  the A u th o r ity  
recognizes tha t the C on t ra c to r  may re q u i re  in fo rm a t ion  from the 
engineering c on su lta n t  re ta in ed  by the A u th o r i ty  under another 
r e la t e d  con tra c t  (R  & M Eng ineer ing ) o r s p e c ia l tax  counsel to  the 
Au tho r ity  (R ic k  B a l l a r d  o f  B a l l a r d ,  Spahr, Andrews & I n g e r s o l l ) .

The C on trac to r may not con tac t c on t ra c tu a l agents o f  the A u tho r ity  
w ithout the app rova l o f  the A u th o r i ty .

Appendix C
Page Two



Study Team P r i n c ip a l s .  The C on trac to r  agrees that the fo l lo w in g  
persons s h a l l  p rov ide the s e rv ic e s  se t f o r t h  in  th is  c o n t ra c t :

Eugene T h ie rs ,  SR I, P r o je c t  Leader
John Moberly., SRI
G.M. Marsh, SRI
C la i r e  S ta r r y ,  SRI
J .E .  Van Zandt, SRI
Ke ith  Bergman, Harding Lawson
Michael George, F i r s t  Boston Corpo ra t ion

The C on trac to r may modify the Study Team on ly  with the consent o f  
the A u th o r i ty .

In  s u b s t i tu t io n  o f  the procedures o f  A r t i c le  3 o f  Appendix A, the 
p a r t ie s  agree tha t in  the event a d ispute a r is e s  under th i s  
Agreement, the p a r t ie s  agree to i n i t i a l l y  submit the d ispu te  f o r  
c on s id e ra t ion  to a n e u t r a l  Hearing O f f i c e r  appointed by the A laska 
Department o f  A dm in is t ra t io n . E i th e r  p a rty  may seek j u d i c i a l  
review o f  a d ec is ion  o f  the hear ing  o f f i c e r .



APPENDIX D

COMPENSATION

T o ta l compensation under th is  con trac t f o r  s a t i s f a c t o r y  comp letion  
o f  a l l  tasks and se rv ic e s  is  $26 7 ,0 00 ;0 0 . This compensation i s  a l l  
in c lu s iv e  and SRI s h a l l  have no r ig h t  o r c la im  f o r  any a d d i t io n a l  
funds whatsoever a r i s in g  out o f  th is  c o n t ra c t .  SRI w i l l  be s o l e l y  
re sp on s ib le  f o r  a l l  expenses a r i s in g  out o f  th is  c on t ra c t  in c lu d ing  
but not l im i te d  to  t r a v e l ,  lodg ing , in c id e n ta l expense,
subcon trac to r expenses, e tc .

Upon re c e ip t  o f  a s a t i s f a c t o r y  w r i t ten  D ra f t  Finance P lan  on o r  
be fo re  May 6 , 1985 , the A u tho r ity  w i l l  p rov ide payment o f  $ 1 1 7 ,0 0 0 .

Sub ject to s a t i s f a c t o r y  progress toward p repa ra t ion  o f  the F in a l
Finance P lan , and sub jec t to C on t ra c to r 's  s a t i s f a c t i o n  o f  any 
o b l ig a t io n s  to meet with government o f f i c i a l s  rega rd ing  the D ra f t  
Finance P la n ,  inc lud ing  p re sen ta t ion s  b e fo re  the A laska 
L e g is la tu r e ,  the A u th o r ity  w i l l  p rovide payment on June 15 , 1985, 
o f  $ 50 ,0 00 , and Ju ly  15 , 1985 o f  $50 ,0 00 .

F in a l payment o f  $50 ,000 w i l l  be made a f t e r  completion o f  a l l  tasks
requ ired  by the c o n t ra c t .  Sub jec t to the above being done by the 
C on trac to r in  a p roper m atte r , i t  is  an t ic ip a ted  such f i n a l  payment 
w i l l  be made on o r  b e fo re  September 1 , 1985.
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March 2 0 , 1985

SRI In t e r n a t i o n a l
333 Ravenswood Avenue
Menlo P a rk , C a l i f o r n i a  94025
RE: ADDENDUM NO. 1
The purpose o f  th is  l e t t e r  i s  to  make minor m od i f ic a t io n s  and c l a r i f i c a t i o n s  
to  the c on t ra c t  between SRI and the A u th o r i ty  in  th ree  a re a s .

( 1 )  User Fee S tru c tu re s
In  the SRI p ro p o sa l ,  the suggestion  i s  made to t r e a t  u se r fees as 
being o f  the th ree types : road charge , s to rage  cha rge , p o r t
charge , each o f  which would be based on d i f f e r e n t  f a c t o r s .  While 
th is  may be a u s e fu l  approach, the A u th o r i ty  a l s o  wants to  ensure 
tha t a combined f e e ,  f o r  use o f  the " t r a n s p o r t a t io n  system" is  
cons ide red . In p a r t i c u l a r ,  one fee  schedule tha t must be inc luded  
is  one which re q u i re s  a c e r t a in  p r ic e  per ton (6ay $ X per ton ) f o r  
a sp e c i f ie d  number o f  ton s , then a lower fee per ton f o r  any 
a d d i t io n a l  tons , backed up by a " take  o r pay" c on t ra c t  f o r  the 
s p e c i f ie d  minimum numbers o f  ton s .

( 2 )  T ran sp o r ta t io n  System Operating and Maintenance Cost
In  the SRI p ro p o s a l ,  re fe re n c e  i s  made to  ob ta in ing  op e ra t in g  c o s ts  
from Cominco A la ska . While th is  i s  a c o r r e c t  sou rce , i t  may not be 
the on ly  source o f  these cos t e s t im a te s .  An eng inee r ing  f i rm  (R & 
M) i6 under c on t ra c t  to  the A u th o r i ty  to  p rov ide  these e s t im a te s , 
a long w ith o th e r d u t i e s .  I f  the A u th o r i ty  make6 these es t im a tes  
a v a i la b le  to the C on t ra c to r  in  a t im e ly  fa sh io n ,  the C on t ra c to r  
agrees to  inc lude the es tim ates in  t h e i r  a n a ly s i s .

( 3 )  M a rk e ta b i l i t y  o f  Debt
I t  is  expected tha t a l l  a l t e r n a t i v e  f inance p lans w i l l  in v o lv e  some 
degree o f  debt f in an c in g . In  an a ly z in g  d i f f e r e n t  a l t e r n a t i v e s ,  the 
C on tra c to r  should s p e c i f i c a l l y  d iscuss  the A u th o r i t y ' s  a b i l i t y  to 
a c t u a l l y  s e l l  the debt in the marke tp lace  -  e . g . ,  what type o f  
r a t in g  i s  the debt l i k e l y  to  have, what a re re p re s e n ta t iv e  i n t e r e s t  
r a t e s ,  how wide o f  a market i6  the re  f o r  th i s  type o f  deb t .
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( 4 )  In  the Request f o r  P roposa l AIDA requested  a d r a f t  r e p o r t  by A p r i l  
15 , 1985 . This date can not be met as SRI in  t h e i r  p ro p o sa l
a n t ic ip a te d  a February 25 , 1985 s t a r t  date f o r  the e igh t  week
p r o je c t .  I t  i s  now an t ic ip a te d  th a t  the f i r s t  d r a f t  o f  the r e p o r t  
w i l l  be a v a i la b le  on May 6 , 1985. SRI agrees to  g ive  an o r a l
overv iew o f  the p r o je c t  in  Juneau in  mid to  l a t e  A p r i l .

T h e  u n d e r s i g n e d  a g r e e  t o  t h i s  A d d e n d u m  t o  t h e  c o n t r a c t  b e t w e e n  t h e  
C o n t r a c t o r  a n d  t h e  A u t h o r i t y .

ertram  L .
A laska I n d u s t r i a l

ive  D i r e c to r  
lopment A u th o r i ty
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D E P A R T M E N T  O F  C O M M E R C E  &  
E C O N O M I C  D E V E L O P M E N T

O F F IC E  O F  T H E  C O M M IS S IO N E R

March 26, 1985

BILL SHEFFIELD, GOVERNOR

POUCHD
J U N E A U ,  A L A S K A  9 9 8 1 1  
P H O N E :  4 6 5 - 2 5 0 0

Honorable Arliss Sturgulewski 
Chairman, Senate Resource Committee 
Pouch V
Juneau, Alaska 98111 

Dear Senator Sturgulewski:

Red Dog is ,  by universal acclaim, one of the world's premier ore 
deposits and will help satisfy an expected shortfall in world zinc 
supply far into the 21st century. I t  is estimated that over a 20-year 
period, the Red Dog Mine will provide in direct revenues to the State 
over $210 million in net present value in the form of taxes and 
avoided transfer payments. Additionally, the mine will create 400 
direct jobs in the northwest Alaska region which experiences very high 
levels of unemployment, as well as some 200 jobs state-wide in service 
and supply sectors of the economy. Regional benefits of the project 
will include significantly reduced transportation costs and the mine 
could provide an economic base for the formation of a regional borough.

Investment by the State of Alaska in the construction of a regional 
port and access road, not only to the Red Dog Mine si te ,  but also the 
richly mineralized Noatak region is both an opportunity for the State 
to diversify i t s  economy and, backed up by sound financial analysis, 
is an appropriate responsibility of the government.

The State of Alaska shares the concerns expressed by the Legislature 
with regard to protecting State interests since i t  is ,  in fact, the 
State of Alaska that will be the owner of the road and the port.

Both the Administration and the Legislature are in complete agreement 
with regard to assurances and guarantees to be provided by Cominco and 
NANA. Such guarantees have already been outlined to the Legislature 
and consist of the following:

Cominco will guarantee to pay toll  fees that will repay State 
investment.

Cominco will guarantee to pay the operation and maintenance 
costs of the road and port fac i l i t i e s .

08-H2LH
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Cominco also will guarantee minimum toll  payments and other 
payments necessary to repay the State 's  investment i f  the mine 
is delayed or i f  production is suspended after operation com­
mences.

To the extent that the price of zinc should rise above a level 
presently contemplated to yield a reasonable profit , the State 
believes that i t  should be able to have i ts  investment l iq ­
uidated at an accelerated rate . This is a provision common to 
many loan agreements involving sizeable investments.

Additionally, NANA will guarantee to provide necessary land to accom­
modate reasonable expansion requirements for future users at the port 
s i te .

The State intends to hold Cominco and NANA to these guarantees, plus 
any other appropriate commitments, that may be identified by the con­
tractor,  Stanford Research Institute,  who will produce the comprehen­
sive financial plan.

With the ironclad assurances and guarantees in place, the Legislature, 
this session, has the opportunity not only to move the Red Dog Mine 
project forward in a timely manner but to assure potential consumers of 
Alaska's exports that the State is serious about developing its  natural 
resources.

LHL/sa0673s 
31685d

cc: Ben Harding, Special Staff Assistant 
Office of the Governor 

Mary Nordale, Commissioner 
Department of Revenue
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O r ig in a l sponsor: Resources Committee
TH • 5 t i m -**

/ q i b A ■SA'y t~H G ry ^ O j ^ ' T  (SĴ Û  
f'•-< <?*/ ^ te,?/,

1 IN THE SENATE BY THE FINANCE COMMITTEE
2 CS FOR SENATE BILL NO. 280 (Finance)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 FOURTEENTH LEGISLATURE - FIRST SESSION
5 A BILL
6 For an Act e n t i t le d :  "An Act r e la t in g  to the au th o r iza t io n  o f  bonds o r
7 notes f o r  the DeLong Mountain t ra n sp o r ta t io n  p ro je c t ,
8 e s ta b l ish in g  condit ions under which the bonds o r
9 notes may be issued ; and p rov id ing  f o r  an e f fe c t i v e

10 d a te ."
i11 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

12 * Section 1. The A laska In d u s t r i a l  Development Autho rity  is  au thorized
13 to issue bonds o r notes in  a p r in c ip a l  amount not to exceed $175 ,000 ,000 to
14 provide financing f o r  the DeLong Mountain t ra n sp o r ta t io n  p ro je c t .
15 * Sec. 2 . Before bonds o r  notes authorized under sec. 1 o f  t h i s  Act may
16 be issued , the Alaska In d u s t r i a l  Development Autho rity  s h a l l  comply with
17 AS 44 .8 8 .173  and s h a l l  inco rpo ra te  in to  the f i n a l  f inance p lan  f o r  the
18 DeLong Mountain t ra n sp o r ta t io n  p ro je c t  the fo l low ing  terms and cond it ions :
19 (1 )  Cominco, L td . i s  requ ired  to  agree in  w r it in g  that
20 (A) Cominco, L td . w i l l  pay f o r  a l l  o r  a p o r t io n  o f  the
21 opera t ion  and maintenance o f  f a c i l i t i e s  constructed as p a r t  o f  the
22 p ro je c t  based on the use Cominco Alaska makes o f  the f a c i l i t i e s  com-
23 pared to the use made by o th e rs ;
24 (B) i f  Cominco Alaska ceases to  develop the Red Dog Mine
25 a f t e r  costs have been incu rred  by the A laska In d u s t r i a l  Development
26 Authority  f o r  the p r o je c t ,  Cominco, L td . w i l l  pay the au th o r i ty  f o r
27 those costs together with in te r e s t  from the date the costs were in -
28 curred ;
29 (C) t o l l  fees paid by Cominco Alaska f o r  the use o f

- 1 - CSSB 2 8 0 ( F i n )



1 f a c i l i t i e s  c o n s t r u c t e d  a s  p a r t  o f  t h e  p r o j e c t  t o  t h e  A l a s k a  I n d u s t r i a l

2  D e v e l o p m e n t  A u t h o r i t y  m a y  b e  p e r i o d i c a l l y  a d j u s t e d  i f  t h e  p r i c e  o f

3 z i n c  r i s e s  a b o v e  a  l e v e l  t h a t  y i e l d s  a  r e t u r n  o n  i n v e s t m e n t  c o m m e n -

4  s u r a t e  w i t h  r i s k ;

5 ( 2 )  t h e  U n i t e d  S t a t e s  g o v e r n m e n t  m a k e s  a v a i l a b l e  l a n d  i n  t h e

6 C a p e  K r u s e n s t e r n  N a t i o n a l  M o n u m e n t  t h a t  i s  i n c l u d e d  i n  t h e  p r o p o s e d  l a n d  

v e x c h a n g e  w i t h  NANA R e g i o n a l  C o r p o r a t i o n  t o  t h e  c o r p o r a t i o n  f o r  c o n s t r u c t i o n

8 o f  a  t r a n s p o r t a t i o n  s y s t e m ;

9 ( 3 )  NANA R e g i o n a l  C o r p o r a t i o n  i s  r e q u i r e d  t o  a g r e e  i n  w r i t i n g  t o

1 0  m a k e  a v a i l a b l e  t o  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y ,  a t  n o  m o r e

1 1  t h a n  f a i r  m a r k e t  v a l u e ,  l a n d  n e e d e d  f o r  t h e  p o r t  a n d  r o a d  c o n s t r u c t e d  a s

1 2  p a r t  o f  t h e  p r o j e c t  a n d  l a n d  n e e d e d  f o r  f u t u r e  e x p a n s i o n  o f  t h e  r o a d  a n d

1 3  p o r t ;

1 4  ( 4 )  t a x  e x e m p t  f i n a n c i n g  f o r  t h e  p r o j e c t  i s  u s e d  t o  t h e  m a x i m u m

1 5  e x t e n t  p o s s i b l e ;

1 6  ( 5 )  a  t o l l  s c h e d u l e ,  t h a t  m a y  b e  p e r i o d i c a l l y  a d j u s t e d ,  i s

17  e s t a b l i s h e d  f o r  u s e  o f  f a c i l i t i e s  c o n s t r u c t e d  a s  p a r t  o f  t h e  p r o j e c t  t h a t

1 8  ( A )  e n s u r e s  a  r e a s o n a b l e  r e t u r n  o n  t h e  s t a t e ' s  i n v e s t m e n t

19  i n  t h e  p r o j e c t ;  a n d

2 0  ( B )  g u a r a n t e e s  e q u i t a b l e  a c c e s s  t o  t h e  f a c i l i t i e s  b y  a l l

2 1  u s e r s  a n d  p o t e n t i a l  u s e r s  ^ i n c l u d i n g  a c c e s s  t o  p r i v a t e  p r o p e r t y  a n d

2 2  a c c e s s  f o r  t r a v e l  n e c e s s a r y  a n d  r e l a t e d  t o  r e s o u r c e  e x p l o r a t i o n  a n d

2 3  d e v e l o p m e n t  f o r  w h i c h  v a l i d  p e r m i t s  h a v e  b e e n  o b t a i n e d  a n d  t r a v e l  i n

2 4  s u p p o r t  o f  r e s o u r c e  e x p l o r a t i o n  a n d  d e v e l o p m e n t ;  ]

2 5  ( 6 )  c o n t r a c t s  f o r  t h e  c o n s t r u c t i o n  o f  t h e  p o r t  a n d  r o a d  a r e

2 6  s u b j e c t  t o  AS 3 6 ;

2 7  ( 7 )  r e a s o n a b l e  a c c e s s  t o  t h e  p o r t  a n d  r o a d  i s  g u a r a n t e e d  t o  a l l

2 8  u s e r s ;  A  r / p t - * - * ■  C / 5  ' f / ' j  —  ✓

2 9  ( 8 )  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  w i l l  o w n  a n d

CSSB 2 8 0 ( F i n ) -2-
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1 operate the f a c i l i t i e s  c o l le c t i v e ly  r e fe r r e d  to  as the Delong Mountain 
t ra n sp o r ta t io n  p ro je c t .

* Sec. 3 . Be fo re bonds o r notes authorized under sec. 1 o f  t h i s  Act may
be issued , the A laska In d u s t r ia l  Development A u tho r ity  s h a l l

( 1 )  repo rt  in  w rit ing  to the l e g i s l a t i v e  budget and audit com­
m ittee that the conditions under sec. 2 o f t h i s  Act have been met; and

( 2 )  agree with the Department o f  Revenue in  w r it in g  to d e l i v e r
8 a l l  money generated by the DeLong Mountain t r a n s p o r ta t io n  p ro je c t  to the
9 Department o f  Revenue f o r  deposit in  the genera l fund, o the r than money

10 necessary f o r  payment o f  the p r in c ip a l and in t e r e s t  on bonds o r  notes
11 issued under sec. 1 o f  th is  Act and except as may otherw ise be provided in
12 the bond o r  note covenants.
13 * Sec. 4 . As used in  th is  Act, "reasonable re tu rn "  means a ra te  o f
14 re tu rn  on the t o t a l  investment o f  the s ta te  o f  a t le a s t  f i v e  percent per
15 annum.

*  Sec. 5 . This Act takes e f fe c t  Ju ly  1, 1985.16
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DEPARTMENT OF LAW

O F F IC E  O F  T H E  A T T O R N E Y  G E N E R A L

A p r i l  23, 1985

Hon. A r l i s s  S tu rg u le w sk i 
A la ska S ta te  Senate 
Pouch V
Juneau, AK 99811

Dear Sena tor S tu rg u le w sk i:

BILL SHEFFIELD, GOVERNOR 

REPLY TO:

□  1031 W 4th A VENUE 
SUITE 200
ANCHORAGE, ALASKA 99501 
PHONE: (907) 276-3550

□  1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALASKA 99701 
PHONE: (907) 452-1568

POUCH K  ■ STATE CAPITOL 
JUNEAU, ALASKA 99811 
PHONE: (907) 465-3600

Re : C a p ita l iz a t io n  o f th e  econom ic
development fund

We und e rsta nd  th a t  a q u e s tio n  was ra ise d  a t the  F r id a y , 
A p r i l  19 m e e ting  o f th e  Senate Re source s Comm ittee rega rd ing  
whether an a p p ro p r ia tio n  o f  lo a n s from th e  gene ra l fund  to  the  
economic development fund  (AS 44.88.172) po se s c o n s t i t u t i o n a l  
co n ce rn s . We no te  th a t  th e  le g is la tu r e  ha s on se v e ra l e a r l ie r  
o cca sio n s  c a p ita l iz e d  loan  fund s th rough th e  a p p ro p r ia tio n  o f a 
loan p o r t f o l io ,  one o f  w h ic h  o c ca s io n s  be ing  the  i n i t i a l  fu nd ing  
o f the  A la ska  I n d u s t r ia l  Development A u th o r i ty .  S im i la r ly ,  lo a n s 
and o the r in s t r u m e n t s  w i t h  income stream s w h ic h  extend beyond the  
immediate f i s c a l  year have a lso  been tra n s fe r re d  th ro u g h  th e  ap­
p ro p r ia t io n  p ro c e s s .

W hile  we re co g n ize  th a t  lega l a rgum ents can be advanced 
to  the  c o n tra ry , we b e lie v e  th a t  a c o u r t  w ould  l i k e l y  co n c lud e  
th a t  an a p p ro p r ia t io n  o f lo a n s  to  c a p ita l iz e  a s ta t u to r y  fund  
w h ich  im p lem ents a loan o r g ra n t program does n o t c o n s t i t u t e  an 
im p e rm is s ib le  ded ica ted fund . W ith re sp e c t to  the  ded ica ted  fund  
i s s u e ,  we have p re v io u s ly  advised  th a t a r e v o lv in g  loa n  fund  
under w h ich  p r in c ip a l  and i n t e r e s t  repayments rem a in  as a s s e t s  o f 
the  re v o lv in g  fund  does n o t v io la te  the  ded ica ted  fund  p r o h ib i­
t io n .  E . g . , 1982 Op. A t t ' y  Gen. ;?13 (Nov. 30) .  The c a p i ta l iz a ­
t io n  of a s ta t u to r y  loan and g ra n t program th ro ug h  the  appropria ­
t io n  of a lo a n  p o r t f o l io  r a i s e s  comparable le g a l i s s u e s ,  and we 
the re fo re  b e lie v e  the  a p p ro p r ia tio n  i n  q u e s t io n  i s  c o n s t i t u t i o n a l .

S in ce re ly  y o u r s ,

NORMAN C. GORSUCH
ATTORNEY GENERAL

Jonathan B . R u b in i  
Tstant A tto rn e y  General

03-C5LH
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Hon. Arliss Sturgulewski April
Alaska State Senate
Re: Capitalization of loan funds

JBR/pjg

cc: Members of the Committee

Terry Elder, Deputy Commissioner 
Department of Commerce &

Economic Development

Bertram Wagnon, Executive Director 
Alaska Industrial Development Authority

23, 1985 
Page #2



MAY 0 3  iq$s
STATE OF ALASKA 1985 LEGISLATIVE SESSION

FISCAL NOTE

R e v is io n  D a te

REQUEST
B i l l / R e s o l u t i o n  No: CSSB 280 ( R e s o u r c e s )
T i t l e :  DeLong M o u n ta in s  Bond_______________
A u t h o r i z a t i o n _______________________________

FISCAL DETAIL
A gency  A f f e c t e d :  D e p a r tm e n t o f  R evenue 
P r o g r a n  C a te g o ry  A f f e c t e d : _______________

S p o n s o r :  S e n a te  R e s o u rc e s
R e q u e s to r :  S e n a te  F in a n c e

BRU, P ro g ra m  o f  S u b p r o g r a m s ) A f f e c t e d :  
T r e a s u r y ______________________________________

D a te  o f  R e q u e s t :  A p r i l  3 0 . 1985 

EXPENDITURES/REVENUES: (T h o u sa n d s  o f  D o l l a r s )
1 1 FY 85 1 FY 86 1 FY 87 1 FY 88 1 FY 89 1 FY 90

OPERATING 1 1 1 1 1 1
100 PERSONAL SERVICES 1 ! 1 1 - 1 1 ~
200 TRAVEL 1 1 ! 1 ! - 1 -
300 CONTRACTUAL 1 1 1 - 1 i 1 -
400 SUPPLIES 1 1 - 1 1 1 1
500 EQUIPMENT 1 1 1 1 - 1 1 -
600 LANDS & STRUCTURES 1 1 1 1 1 1
700 GRANTS, CLAIMS 1 1 1 1 1 - 1 -  .

800 MISCELLANEOUS 1 I - 1 1 1 - 1 -
TOTAL OPERATING 1 1 ! 1 1 - 1 -

1 CAPITAL 1 -  1 -  1 -  1 -  1 -  1 -

1 REVENUE 1 

FUNDING: (T h o u sa n d s  o f  D o l l a r s )

-  1 -  1 -  1 -  1 -  1

| GENERAL FUND 
j FEDERAL FUNDS 
I OTHER 
I TOTAL ____

POSITIONS:
| FULL-TIME 
I PART-TIME 
I TEMPORARY

ANALYSIS: A t ta c h  a s e p a r a t e  p ag e  f o r  a n a l y s i s .

P r e p a r e d  By: M i l t  B a rk e r
D i v i s i o n :  T r e a s u r y

A p p ro v ed  by  C o m m iss io n e r:
A g en cy : D e p a r tm e n t o f  R evenue

D i s t r i b u t i o n  (b y  A gency p r e p a r i n g  
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D a te :  May 1 ,  1985 
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1 IN THE SENATE BY THE F. 'SOURCES COMMITTEE
2 CS FOR SENATE BILL NO. 280 (Resources)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 FOURTEENTH LEGISLATURE - FIRST SESSION
5 A BILL
6 For an Act e n t i t le d :  "An Act r e la t in g  to the au th o r iza t io n  o f  bonds o r
7 notes f o r  the DeLong Mountain t ra n sp o r ta t io n  p ro je c t ,
8 e s tab l ish ing  conditions under which the bonds o r
9 notes may be issued ; and provid ing f o r  an e f f e c t i v e

10 d a te ."
11 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
12 * Section 1. The Alaska In d u s t r i a l  Development Authority  i s  au thorized
13 to issue bonds o r  notes in  a p r in c ip a l amount not to exceed $175 ,000 ,000  to
14 provide financing f o r  the DeLong Mountain t ra n sp o r ta t io n  p ro je c t .
15 * Sec. 2 . Before bonds o r  notes au thorized  under sec. 1 o f  th is  Act may
16 be issued, the Alaska In d u s t r ia l  Development Authority  s h a l l  comply with
17 AS 44 .3 8 .173  and s h a l l  incorpora te  in to  the f i n a l  f inance p lan  f o r  tht
18 DeLong Mountain t ran spo rta t ion  p ro je c t  the fo l low ing  terms and cond it ions :
19 (1 )  Cominco, Ltd . is  requ ired  to agree in  w r i t in g  that
20 (A) Cominco, Ltd . w i l l  pay f o r  a l l  o r  a p o r t io n  o f  the
21 opera tion  and maintenance o f  f a c i l i t i e s  constructed as p a r t  o f  the
22 p ro je c t  based on the use Cominco Alaska makes o f  the f a c i l i t i e s  com-
23 pared to the use made by o th e rs ;

I24 (B) i f  Cominco Alaska ceases to develop the Red Dog Mine
25 a f t e r  costs o r  debts have been incu rred  by the A laska In d u s t r i a l
26 Development Authority  f o r  the p ro je c t ,  Cominco, L td . w i l l  pay the
27 au tho r i ty  f o r  those costs and debts together with in te r e s t  from the
28 date the costs o r debts were incu rred ;
29 (C) t o l l  fees paid by Cominco Alaska f o r  the use o f

O f f e r e d :  4 / 2 9 / 8 5
R e f e r r e d :  F in a n c e

O r i g i n a l  s p o n s o r :  R e s o u r c e s  C o m m i t te e

W  - 1 -  CSSB 2 8 0 (R e s )
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1 f a c i l i t i e s  constructed as part o f  the p ro je c t  to the A laska In d u s t r i a l
2 Development Authority  may be p e r io d ic a l ly  ad justed i f  the p r ic e  o f
3 z inc r is e s  above a le v e l  that y ie ld s  a re tu rn  on investment commen-
4 su rate w ith r i s k ;
5 (2 )  the United S ta tes government makes a v a i la b le  land in  the
6 Cape Krusenstern Nationa l Monument that i s  included in  the proposed land
7 exchange with NANA Regional Corporation  to the co rp o ra t ion  f o r  construc t ion
8 o f  a t ra n sp o r ta t io n  system;
9 (3 )  NANA Regional Corporation i s  requ ired  to  agree in  w r i t in g  to

10 make a v a i la b le  to the A laska In d u s t r ia l  Development A u tho r ity , at no more
11 than f a i r  market va lu e , land needed f o r  the po rt  and road constructed as
12 pa rt  o f  the p ro je c t  and land needed f o r  fu tu re  expfnsiu .. o f  the road and
13 p o r t ;
14 (4 )  tax exempt f inanc ing f o r  the p ro je c t  is  used to the maximum
15 extent p o s s ib le ;
16 (5 )  a t o l l  schedule, that may be p e r io d i c a l l y  ad justed , is
17 es tab l ished  f o r  use o f  f a c i l i t i e s  constructed as pa rt  o f  the p ro je c t  that
18 (A) ensures a reasonab le re tu rn  on the s ta t e ' s  investment
19 in  the p ro je c t ;  and
20 (B) guarantees equ itab le  access to the f a c i l i t i e s  by a l l
21 users and p o te n t ia l  u se rs , inc lud ing access to p r iv a te  p rope rty  and
22 access f o r  t r a v e l  necessary and re la te d  to resource e xp lo ra t io n  and
23 development f o r  which v a l id  permits have been obtained and t r a v e l  in
24 support o f  resource e xp lo ra t ion  and development;
25 (6 )  con trac ts f o r  the construc t ion , ope ra t ion , and maintenance
26 o f  the p o r t  and road a re sub ject to AS 36;
27 (7 )  adequate access to the port and road i s  guaranteed to  a l l
28 u se rs .
29 * Sec. 3. Be fo re bonds o r  notes authorized under sec. 1 o f  th is  Act may

CSSB 2 8 0 ( R e s ) -2-



1 be i 'sued , the Alaska In d u s t r i a l  Development Authority  s h a l l
2 ( 1 )  repo rt  in  w r it ing  to the le g i s la t i v e  budget and audit com
3 mittee that the conditions under sec. 2 o f  th is  Art have been met; and
4 (2 )  agree with the Department o f  Revenue in  w r it ing  to d e l i v e r
5 a l l  money generated by the DeLong Mountain t ran spo rta t ion  p ro je c t  to the
6 Department o f  Revenue f o r  deposit in  the genera l fund, o the r than money
7 necessary f o r  payment o f  the p r in c ip a l and in te re s t  on bonds o r  notes
8 issued under sec. 1 o f  th is  Act and except as may otherwise be provided in
9 the bond o r note covenants.

10 * Sec. 4 . This Act takes e f fe c t  Ju ly  1, 1985.

- 3 - CSSB 2 8 0 ( R e s )



A M E N D M E N T

Offered in the SENATE

TO: CSSB 280(Fin) b? Halford and Ferguson

Page 1, line 17

After "plan" insert "and agreement"

Page 2, line 9-rlO

After "to" delete "make available" and insert "sell, 

lease for a prepaid term of at least 99 years or grant 

a perpetual easement"

Page 2, line 13

After "port" delete "," and insert ".subject to 

no terms or conditions inconsistent with use as 

a public road and port."
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S E N A T E  A M E N D M E N T

By
S E N A T O R  V I C  F I S C H E R

To:

To:

C S  S B  2 8 0  ( F i n ) SENATE BILL No.

HOUSE BILL No. ____

P a q e  2 ,  l i n e  1 8

Page: 2 Line: 1 8

a f t e r  " i n s u r e s "  a d d :

" f u l l  r e p a y m e n t  o f  a n d "



S 70



ELEVENTH FLOOR 
STATE OFFICE BUILDING  
POUCH SB
JUNEAU. ALASKA 99811 
PHONE:

BILL SHEFFIELD, GOVERNOR

A p r i l  19. 1985

T h e  H o n o r a b l e  A r l i s s  S t u r g u l e w s k i  
C h a i r m a n
S e n a t e  R e s o u r c e s  C o m m i t t e e  
A l a s k a  S e n a t e  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  S t u r g u l e w s k i :

D u r i n g  h e a r i n g s  o n  H B  105 in the H o u s e  S p e c i a l  C o m m i t t e e  on 
Loans, the c h a i r m a n  a s k e d  w h a t  i m p a c t  ' iere w o u l d  be on S t a t e  
d e b t  c a p a c i t y  * j a r e s u l t  of a u t h o r i z i n g  A l a s k a  I n d u s t r i a l  
D e v e l o p m e n t  A u t h o r i t y  to issue b o n d s  for the D e L o n g  M o u n t a i n s  
t r a n s p o r t a t i o n  p r o j e c t .  In r e s p o n s e ,  the D e p a r t m e n t  of R e v e n u e  
o f f e r ~‘. t e s t i m o n y  s u b s t a n t i a l l y  as c o n t a i n e d  in the a t t a c h e d  
l etter to C h a i r m a n  Sund.

T h e  D e p a r t m e n t  is p r o v i d i n g  y o u  w i t h  a c o p y  of this l e t t e r  in 
a n t i c i p a t i o n  th a t  y o u  or yo u r  c o m m i t t e e  m a y  h a v e  s i m i l a r  
q u e s t i o n s  as a r e s u l t  of yo u r  c o n s i d e r a t i o n  of SB 280.

S i n c e r e l y  y o u r s

H
M i l t  B a r k e r  
D e p u t y  C o m m i s s i o n e r

M B / g b
85-85

E n c l o s u r e

04-D12LH



D E P A R T M E N T  O F  H E V E N U E

T R E A S U R Y  D IV IS IO N

ELEVENTH FLOOR 
STATE OFFICE BUILDING  
POUCH SB
JUNEAU, ALASKA 99811 
PHONE:

April 19. 1985

The Honorable John Sund 
Chairman
Committee on Loans 
Alaska State House 
Pouch V
Juneau, AK 99811

Dear Representative Sund:

At the request of your staff. I would like to offer the Depart­
ment of Revenue's comments on the effect debt issuance by 
Alaska Industrial Development Authority (AIDA) for the DeLong 
Mountains transportation project would have on State gemeral 
obligation bond debt capacity.

Issuance of this debt would have no direct effect on the 
State's debt capacity. The AIDA debt would be secured by 
project revenues and assets of the economic development fund. 
The full faith and credit of the State would not be pledged to 
the project nor would debt service on the bonds be paid by 
future appropriations from the general fund. As a result, the 
debt will not be counted as State debt along with general 
obligation bonds and lease financing by the rating agencies or 
bondbuyers.

Only in thf» event that the project were partially or substan­
tially comi eted, yet no mining ever‘occurred. Cominco failed 
to honor itj pledge to pay back State costs, and the State 
decided to assume responsibility for the debt even though it 
had no legal obligation to do so, would the debt become State 
debt and thereby diminish State debt capacity for other 
purposes. Such diminution would be mitigated to some extent by 
available cash flow from the proposed loan appropriations or 
possibly by some degree of project revenues if intermittent or 
marginally profitable mining operations were to occur.

04-D12LH



H on . J o h n  Sund
A p r i l  1 9 ,  1985
Page 2

On the other hand, if the project proves successful, additional 
State revenues from corporate income taxes, mining license 
taxes, and possibly excess tolls and other sources would add to 
tua State's debt capacity, as well as provide other financial 
benefits.

Sincerely yours.

Milt Barker 
Deputy Commissioner

MB/gb
85-84

cc: Mary A. Nordale



PROPOSED AMENDMENTS TO SB 280 (R e s o u rc e s )

Amendment #1

Page 1, Line 25 After the word "costs" delete "or debts".

Page 1, Line 27 After the word "costs" delete "and debts".

Page 1, Line 28 After the word "costs" delete "or debts".

Amendment #2

Page 2, Line 25 After the word "construction"
delete ", operation, and maintenance".

Amendment #3

Page 2, Line 27 Delete the word "adequate" and insert 
"reasonable".

Amendment #4

Page 2, Line 28 Insert new subsection "(8) The Alaska 
Industrial Development Authority will own and operate the 
facilities collectively referred to as the DeLong Mountain 
transportation project."

Amendment #5

Page ? ■ ■i  ~ 10 Insert new Section 4 "Definitions (a)
Reaso. jV return means a rate of return on the state's total 
investment of at least five percent."

Renumber remaining section accordingly.



MEMORANDUM
T0. Arliss Sturgulewski 

Chairperson
Senate Resources Committee

. Jack Fargnoli 
Senior Analyst
Division of Strategic Planning 
Office of Management and Budget

j 2 j t d

State of Alaska
DATE. March 26, 1985

•ILENO: 851-170

TE.EPHONENO: 465“3568

subject: Re<* Dog Mine - Royalty 
Payment Distribution 
Likely Under ANCSA 7 (i)

This memorandum summarizes the information that the Office of 
Management and Budget (0MB) presented yesterday before the 
Senate Resources Committee- regarding the effects of 
Section 7 (i) of the Alaska Native Claims Settlement 
Act (ANCSA) on the distribution of potential Red Dog Mine 
royalty payments among Alaska Native corporations.

The attached table, "RED DOG MINE ROYALTY PAYMENTS - PROBABLE 
DISTRIBUTION UNDER ANCSA 7 (i)", shows the percentage of total 
royalty payments from Cominco to NANA that each Native 
corporation would be likely to receive after redistribution 
under the allocation provisions of ANCSA 7 (i). Section 7 (i) , 
as you are aware, requires that any royalty payments to NANA 
from Cominco due to Red Dog Mine operations would have to be 
shared with all other regional Native corporations. While the 
actual dollar amounts likely to be involved in such a 
distribution are uncertain, as discussed below, 0MB feels that 
the percentage distribution shown in the table is highly 
probable.

As indicated yesterday in testimony before the Senate Resources 
Committee, 0MB has chosen not to estimate possible ANCSA 7 (i) 
dollar flows for the Red Dog Mine project at this point, 
because the magnitude of such dollar flows will largely be 
determined by the extent of any financial participation in the 
project by the State of Alaska*

That notwitnstanding, one level of possible dollar amounts is 
shown in the attached table, solely to present a reference 
point for the order of magnitude of royalty payments that could 
result from Red Dog operations. The amounts shown are based on 
an estimate provided by Cominco on March 6, 1985, and reflect 
Cominco's estimate that an average of approximately $30 million 
per year (1985 dollars) for thirty years will be paid in 
royalties to NANA, and then subsequently be redistributed to 
NANA and the other regional Native corporations under 
ANCSA 7 (i). The estimate of ^30 million per year in royalty 
payments itself rests on Cominco's assumption in this scenario 
that the State would provide $150 million in revenue bonding 
for the road and port infrastructure, with Cominco repaying the



A r l i s s  S t u r g u l e w s k i

State approximately $260 million (nominal dollars) through user 
fees over a 30-year period.

If additional information is needed on this or any other topic, 
please don't hesitate to contact me or Alan Shelly at 465-3568.

cb/85-170

Attachment

cc: Laurie Herman
Executive Assistant 
Office of the Governor

Terry Elder 
Deputy Commissioner
Department of Commerce and Economic Development



RED DOG MINE ROYALTTY PAYMENTS, 
PROBABLE DISTRIBUTION UNDER 'ISA 7(i)

Probable Possible Avg.*
Share Annual Amount

(Percent) (1985 Dollars x 1,000)

Ahtna 1.4% $ 300.0

Aleut 4.4 923.3

Arctic Slope 5.0 1 050.0

Bering Straits 8.5 1,786.7

Bristol Bay 7.3 1,533.3

Calista 18.0 3,780.0

Chugach 2.6 546.7

Cook Inlet 8.4 1,766.7

Doyon 12.2 2,566.7

Koniag 4.5 946.7

NANA 6.5 1,366.7

Sealaska 21-. 1 4,433.3

TOTAL: 99.9% $21,000.0/yr.(avg.)

* Cominco estimate as of 3/6/85. Assumes $150 million in
revenue bonding by State for infrastructure, and repayment 
of approximately $260 million (nominal dollars) by Cominco 
through user fees over 30 years.

** In addition to Cominco estimate of $9 million (1985
dollars) that NANA would receive annually (avg.) as its 
allowable 30% of gross royalty payments, assuming State 
participation and Cominco repayment as above.

S o u r c e :  O f f i c e  o f  M anage m en t a nd  B u d g e t

R e g io n a l
N a t i v e
C o r p o r a t i o n



BILL SHUf HID, GOVERNOR

D E P A R T M E N T  O F  C O M M E R C E  A  
E C O N O M I C  D E V E L O P M E N T  .

O F F IC E  O F  T H E  C O M M IS S IO N E R

RESOLUTION OF INTENT 
WHEREAS, the S ta te  o f  A laska encourages the  d i v e r s i f i c a t i o n  o f  the 

A laska^economic base through the development o f  m ine ra l re sou rce s ; and 
WHEREAS, the S ta te  o f  A laska suppo rts  economic development in 

A la sk a  and the expansion o f  r e g io n a l  jo b  o p p o r t u n i t i e s ;  and
WHEREAS, the S ta te  o f  A laska re c ogn ize s  t h a t  the la c k  o f  

t r a n s p o r t a t i o n  f a c i l i t i e s  in  Northwest A laska  poses  an economic b a r r i e r  
t o  th e  a tta inm en t o f  economic deve lopment; and

WHEREAS, the A laska Department o f  Commerce and Economic Development 
i s  th e  p r i n c i p a l  s ta te  department r e s p o n s ib le  f o r  f a c i l i t a t i n g  economic 
deve lopment in  a l l  reg ion s  o f  the s t a t e ;  and

WHEREAS, Cominco, A laska , a d i v i s i o n  o f  Cominco, American i s  
c o n s id e r in g  the  development o f  the Red Dog m in e ra l d ep o s i t  in  the DeLong 
Mountains a re a ;  and

WHEREAS, o th e r  m ine ra l re sou rce s  have been i d e n t i f i e d  in  the a re a  
n e a r  th e  Red Dog m ine ra l d ep o s i ts ;  and

WHEREAS, the A laska Department o f  Commerce and Economic 
Deve lopment, in  a r e p o r t  e n t i t le d  Red Dog P r o j e c t  A n a ly s is , i d e n t i f i e d  

s u b s t a n t i a l  r e g io n a l b e n e f i t s  in  the even t t h a t  the DeLong Mountains 
t r a n s p o r t a t i o n  p r o je c t  i s  deve loped ; and

WHEREAS, the p ro je c te d  c o s t  o f  the development o f  the Red Dog 
m in e ra l  s i t e ,  exc lud ing the c o s t  o f  d e ve lop ing  t r a n s p o r t a t io n  
f a c i l i t i e s ,  i s  estimated to  be $290 m i l l i o n  { in  1985 d o l l a r s ) ;  and

7T H  F LO O R  F R O N T IE R  B LO G . 
3 6 0 1 C  S T R E E T , S U IT E  7 2 2  
A N CH O RA G E , A L A S K A  9 9 5 0 3  
PH O N E : ( 9 0 7 ) 5 0 2 - 2 7 2 8
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