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Appendix B.

Chapter 98
Session Laws of Alaska, 1986
(Senate Bill 418)

AN ACT
Relating to the Alaska minerals commission; and providing for an effective date.

Section 1. (@) The legislature finds that the minerals industries, including metallic minerals,
industrial minerals, and hydrocarbons, have been traditionally and con'.inue to be the major source
of wealth and income in the state.

(b) The legislature further finds that there are major constraints on the continued development of
a diverse mineral industry in the state, including the Environmental Protection Agency's effluent
guidelines, state water quality standards and improperly classified streams and rivers, restrictions
on surface access, complex and numerous permitting requirements, and limited access to minerals
through mineral closing orders and restrictions on multiple use through state and fcxleral land use
plans.

Sec 2. ALASKA MINERAIS COMMISSION ESTABLISHED, (a) The Alaska Minerals Commis-
sion is established in the Department of Commerce and Economic Development.

(b) The commission is composed of 11 members. The commission shall be composed of indivi-
duals who have at least five years' experience in the various aspects of the minerals industries in
the state. The governor shall appoint five members of the commission. The President of the Senate
shall appoint three members of the commission. The speaker of the House of Representatives
shall appoint three members of the commission.

v.) The commission shall make recommendations to the governor and to the legislature on ways
to mitigate the contraints, including governmental constraints, on development of minerals, including
coal, in the state.

(d) The commission shall make its preliminary recommendations to the governor and the
legislature during the first 10 days of the First Regular Session of the Fifteenth Legislature and
shall make its final report to the governor and the legislature during the first 10 days of the First
Regular Session of the Sixteenth Legislature.

Sec 3. This Act is rejwaled February 1, 1989.

Sec 4. This Act takes effect immediately in accordance with AS 01.10.070(c).
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FOREWORD

The Alaska Minerals Commission was created by the 14th Legislature through the enactment of
Chapter 98 of the 1986 Session Laws of Alaska. The source of the Act was Senate Bill 418
(Appendix B) which was passed by the legislature and signed into law by Governor Bill Sheffield on

June 6, 1986.

The enabling legislation instructs the Commission to make recommendations to the governor and
legislature on ways to mitigate the constraints, including governmental constraints, on the develop-
ment of minerals, including coal, in the state.

The Commission is charged with preparing an initial report to be presented to the governor and the
legislature at the beginning of the 1987 legislative session ai.u a final report to be presented to the
1989 legislative session, after which the Commission will expire. The Commission will also prepare
an interim report for the 1988 legislative session.

Commission members are appointed by the Governor, the President of the Senate and the Speaker
of the House. The current members include representatives of the placer, hard rock and coal mining
industries and come from diverse areas of the state. Staff support to the Commission is provided by
the Division of Minerals and Forest Products, Department of Commerce and Economic

Development.

The inaugural meeting of the Commission was held in August 1986 and included the election of
Earl Beistline, Chairman and Darrell Spilde, Vice Chairman. A Statement of Purpose was drafted
(Appendix A) and committees were organized in the areas of land management, regulations,
transportation, administrative policy and education.

Additional meetings were held in September, October, November and December of 1986 to prepare
the Commission’'s initial report. Two meetings were held in Fairbanks and three were held in
Anchorage. Meetings were preceded by public notice, and meeting agendas included public
testimony. A mailing list of over 100 individuals, organizations and companies with interest in the
minerals industry was prepared, and copies of meeting minutes and other business are sent to
members on the mailing list.

In December 1986, Darrell Spilde resigned his seat due to work commitments, and Roger Burggraf
was appointed by the President of the Senate, Don Bennett to fill the vacancy. Joe Usibelli was
elected to succeed Darrell Spilde as Vice Chairman at the December meeting of the Commission.

Committees are chaired by Commission members and participants in committee meetings included
representatives from miners' acsociations, mining companies, native corporations, government
agencies, other resource industry associations and interested individuals.

The initial report of the Commission recommends as its priority the adoption of an Alaska Minerals
Policy Act. Additional recommendations are proposed in the areas of land management; regulations
and administrative policy; transportation and infrastructure; and the promotion of mineral develop-
ment, education and technology.
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FOREWORD

The Alaska Minerals Commission was created by the 14th Legislature through the enactment of
Chapter 98 of the 1986 Session Laws of Alaska. The source of the Act was Senate Bill 418
(Appendix B) whicl was passed by the legislature and signed into law by Governor Bill Sheffield on
June 6, 1986.

The enabling legislation instructs the Commission to make recommendations to the governor and
legislature on ways to mitigate the constraints, including governmental constraints, on the develop-
ment of minerals, including coal, in the state.

The Commission is charged with preparing an initial report to be presented to the governor and the
legislature at the beginning of the 1987 legislative session and a final report to be presented to the
1989 legislative session, after which the Commission will expire. The Commission will also prepare
an interim report for the 1988 legislative session.

Commission members are appointed by the Governor, the President of the Senate and tho Speaker
of the House. The current members include representatives of the placer, hard rock and coal mining
industries and come from diverse areas of the state. Staff support to the Commission is provided by
the Division of Minerals and Forest Products, Department of Commerce and Economic
Development.

The inaugural meeting of the Commission was held in August 1986 and included the election of
Earl Beistline, Chairman and Darrell Spilde, Vice Chairman. A Statement of Purpose was drafted
(Appendix A) and committees were organized in the areas of land management, regulations,
transportation, administrative policy and education.

Additional meetings were held in September, October, November and December of i986 to prepare
the Commission's initial report. Two meetings were held in Fairbanks and three were held in
Anchorage. Meetings were preceded by public notice, and meeting agendas included public
testimony. A mailing list of over 100 individuals, organizations and companies with interest in the
minerals industry was prepared, and copies of meeting minutes and other business are sent to
members on the mailing list.

In December 1986, Darrell Spilde resigned his seat due to work commitments, and Roger Burggraf
was appointed by the President of the Senate, Don Bennett to fill the vacancy. Joe Usibelli was
elected to succeed Darrell Spilde as Vice Chairman at the December meeting of the Commission.

Committees am chaired by Commission members and participants in committee meetings included
representatives from miners’ associations, mining companies, native corporations, government
agencies, other resource industry associations and interested individuals.

The initial report of the Commission recommends as its priority the adoption of an Alaska Minerals
Policy Act. Additional recommendations are proposed in the areas of land management; regulations
and administrative policy; transportation and infrastructure; and the promotion of mineral develop-
ment, education and technology.



One area which the Commission has not addressed in its initial report is the subject of mineral
taxation, leasing and royalties. This subject is complex and while the Commission has not had
sufficient time to review it, this area will be addressed in future reports.

The Commission will continue its work over the next two years, following up on the results of
recommendations presented in this report and making additional recommendations in future reports.

Il wou.d like to thank all members of the Commission, the staff, and those members of the public
who have provided their comments and worked on committees for their contributions in preparing
this report.

Earl Beistline
Chairman
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EXECUTIVE SUMMARY

The Alaska Minerals Commission was created by an act of the 14th Legislature and signed into law
by Governor Sheffield. The Legislature directed the Commission to "make recommendations to the
governor and the legislature on ways to mitigate the constrain s, including governmental constraints,
on the development of minerals, including coal, in the state."

As its priority, the Commission recommends legislative adoption of a minerals policy act which will
guide all state actions affecting mineral development and which will provide the foundation for
other recommended legislative and administrative actions.

The Commission has made additional recommendations in the areas of land management; regula-
tions and administrative policy; transportation and infrastructure; and the promotion of mineral
development, education and technology. The executive summary highlights those recommended
actions that the Commission feels will have the most immediate and important benefits for the
viability and the growth of Alaska's mineral industry.

Alaska Minerals Policy Act — Many of the problems facing the mineral industry stem from the
lack of a clear, statutory policy supporting the responsible development of Alaska's mineral
resources.

The Commission members are unanimous in their belief that the greatest immediate need is the
passage of an enforceable mineral policy act during the next legislative session which will implement
Article VIII, Section 1 of the Constitution of Alaska by encouraging the development of Alaska's
resources by making them available for maximum use, by establishing that re-ource development
is consistent with the public interest, and by directing that resource development is an economic
priority of the state. (Recommendation 1; page 7)

Multiple-Use of Alaska Lands — The principle of "multiple-use” on Alaska lands has been abrogated
to emphasize the primacy of recreational, habitat and aesthetic uses. The present legislative definition
of "multiple-use” means management for more than one use but not necessarily for more than
two uses. Therefore, mineral development, and other resource development, can and have been
restricted or effectively prohibited on state "multiple-use" lands.

The legislature should amend Alaska Statute 38.05.300 to require legislative approval of the closure
of more than 640 acres of state lands to mineral entry and should amend the various definitions of
"multiple-use" to require the management of state lands for the use of all resources. (Recommenda-
tions 2-3; pages 8 & 9)

Coastal Zone Management — By approving coastal management programs that give local
authorities total control of activities within their districts, the state is relinquishing its authority
to manage and regulate resource development. State approved coastal management plans contain
unwarranted extensions of coastal zone boundaries and subordinate uses of "State Concern and
National Interest.”

The legislature should require coastal zone boundaries to be redrawn as legislatively approved
in 1979 and should require that all district management programs be subjected to legislative over-
sight as proposed in Senate Bill 185 of the 1986 legislative session. (Recommendations 10-11; pages
9 & 10)
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Lead Agency Authority for Permitting — The management of the surface use of lands is statutorily
vested in the Department of Natural Resources. However, other agencies have assumed overlapping
authority or been given co-management authority. This has allowed agencies with other mandates
to impose stipulations on surface activities and in the case of the Department of Fish and Game
to develop a parallel surface management program for habitat,

The Department of Natural Resources should be designated lead agency for all surface management
and granted final authority for the permitting of mineral resource development. (Recommenda-
tions 14-16: page 11)

Water Quality — Water treatment technology has not yet been developed that will allow placer
miners to economically attain state quality standards for drinking water. Since virtually all waters
of the state are classified for drinking water regardless of actual use, the entire ;ndustrv is threatened
by increased enforcement being mandated by the courts.

The legislature should amend Title 46 of the Alaska Statutes as proposed in House Bill 627 of the
1986 legislative session with changes proposed by the Commission, and the Governor should direct
the Department of Environmental Conservation to: assume management of the federal N.P.D.E.S.
wate. quality program; support economically achievable federal effluent limitations; implement
a site-specific regulatory program; and pursue stream reclassification. (Recommendations 17-21:
page 12)

Costs and Benefits of Regulations — Estimating the costs of proposed regulations and comparing
them to the expected benefits is a prudent function of responsible government. Alaska mineral
producers face higher costs inherent in doing business in Alaska. Unecessary and excessive in-
direct costs due to unreasonable regulations reduces the competitiveness of Alaska businesses.

The Legislature should require agencies proposing regulations to analyze the costs and benefits
of those regulations as proposed in House Bill 458 of the 1986 legislative session. (Recommenda-
tion 23; page 13)

Wage and Hour Laws — Alaska's present wage and hour laws do not allow employers the same
degree of flexibility as permitted under federal law. Remote mining projects using rotational work
crews that must commute long distances would benefit from the use of irreguiar or flexible work
weeks as permitted under federal law.

The Legislature should amend Alaska's laws to incorporate the flexibility allowed in federal wage
and hour provisions, (Recommendation 28; page 14)

Transportation and Infrastructure — The lack of an established transportation system and associated
infrastructure isa primary impediment to resource development in Alaska. Of far-reaching concern,
is the ability of the state to gain access rights to develop transportation and infrastructure corridors.

The Governor should re-affirm Alaska's rights of access as provided under Revised Statute 2477,
assert several pivotal rights-of-way vital for future access to remote mineralized areas, and adopt and
implement a statewide transportation and intrastructure plan. (Recommendations 29-30: page 15)
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Support for Mining Services in State Government — Alaska's economic future depends upon the
development of its natural resources. In order to have a viable mineral industry, the state must
demonstrate that it is an advocate of mining and reverse Alaska's poor reputation with the domestic
and international mining industry.

The state's advocacy and promotional functions for mineral development should be strengthened
and retained within the Department of Commerce and Economic Development; the reg' latory and
managerial functions within the Department of Natural Resources must be supported to assure the
necessary operation of Alaska's mining laws and regulations; and the state geological survey should
be supported to carry out a field program of geologic mapping, mineral assesments and the timely
publication of its reports. (Recommendations 31, 34; page 16)

Technology Transfer — The state would realize large benefits from allocating a fraction of present
expei ditures for existing enforcement, research and grant programs by providing field assistance to
placer miners in the implementation of innovative and new technologies that reduce environmental
impacts of placer mines.

The Legislature should direct that the University of Alaska Mining Extension Program be broadened
to include an experienced placer mining engineer to assist placer miners in the field with site-specific
water quality, reclamation, mineral beneficiation and gold recovery problems. (Recommendation
36, page 17)
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INTRODUCTION

Alaska is entering a period of economic change. Those sectors of the economy supported directly by
oil production or indirectly by pass-through spending of government revenues will be severely
impacted.

Mining is one sector of the economy that is not directly affected by the loss of state revenue or by a
decrease in oil related activities as it does not appreciably depend on the level of funding in state
capital or operating budgets.

While economic changes have depressed the oil industry in Alaska, there have been several economic
changes favorable to the mining industry. Increased metal prices, lower fuel and labor costs, and
lower interest rates should be working favorably for the growth of the mining industry in Alaska.

Yet, economic information for 19S6 indicates that all is not well. The placer mining industry suffered
a 27 percent decrease in the number of mines, a loss of 390 jobs statewide and a 16 percent decrease
in gold production. In contrast, placer gold production in the Yukon Territory is expected to set a new
record in 1986.

Exploration activities in Alaska remained at their lowest level in some 15 years, down nearly 0
percent from 1981 levels. In contrast, exploration in British Columbia increased some 30 percent
in 1980 to a level 10 times greater than in Alaska.

While there are many factors that contribute to the lowered level of mineral activity in Alaska, the
comparison with activity in the Yukon Territory and British Columbia—areas which share similar
geology, climates and costs—indicates that there are fundamental impediments and constraints
to conducting exploration and mining in Alaska.

Comments from individuals in the industry are revealing. Questionnaires are annually mailed to
miners for use in preparing an annual mineral industry report jointly published by the Department
ot Commerce and Economic Development and the Department of Natural Resources. The comments
which follow are excerpts from the responses to those questionnaires.

The following two comments are from questionnaires returned by managers of exploration
programs.

‘I now confine most ot my exploration activities to the southwestern U.S. where it is more
economic and not as ditl. ult to deal with the environmental regulations. Alaska is a wonderful
place to try to develop mines but the economics and constantly more difficult environmental
restrictions are almost too enormous to overcome. lhope this changes in the future. Somehow
this message needs transmitting to those who cun effectuate a change for the better. As |
recommended the last four years, the only way to effectuate change tor the better is to withdraw
investment in exploration in Alaska. As you may realize, that was a very difficult thing tor me
to do. | hope in the future it will change."

The problem is the lack of a clearly defined policy by governmental agencies toward mining
activities. This uncertain environment makes us hesitate or abandon possible projects."”
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The following comment is from an Alaska Native Corporation.

"We have an extremely difficult time attracting joint venture partners from the minerals indus-
try to finance development. Alaska has an extremely poor reputation with the minerals in-
dustry. Most companies prefer to invest their money elsewhere."

The following two comments are from placer miners.

“(The problems include) water quality regulations which are not practical and too costly to
comply with. Lack of understanding of the placer industry by people in the regulatory agencies.
There art new people all the time. Because of the uncertainty of getting revised standards for
water qua”ty regulations which would be practical and economically attainable, we cannot
justify capi al expenditures for modernizing our equipment. We are unable to implement
long term n ining plans."”

"Without doubt, the main problem is the clean water regulations which for some opera-
tions are impossible to meet. 1 have not mined on my claims now for two years. | have
been waiting for a reason to return if that ever happens."

The 14th Legislature, in the enabling legislation that created the Alaska Minerals Commission,
cited many of the problems currently facing the industry.

. . there are major constraints on the continued development of a diverse mineral industry in
the state, including the Environmental Protection Xgency's effluent guidelines, state water
quality standards and improperly classified streams and rivers, restrictions on surface access,
complex and numerous permitting requirements, a limited access to minerals through mineral
closing orders and restrictions on multiple use through state and federal land use plans.”

Prior to World War Il. Alaska enjoyed an international reputation for its placer and hard rock
mining industries. Mining was primarily responsible for the construction of Alaska's highway and
railroad systems, the founding of many of its modern communities including Fairbanks, Nome and
juneau. and the well being of much of Alaska's economy.

While the mining industry will never replace the bonanza revenues generated by oil production, it
can provide thousands of new jobs, increase the tax base, reduce pass through payments and other
economic benefits which will contribute to the increased dwusity and stability of Alaskas economy.

This report sets out the preliminary' findings of the Alaska Minerals Commission and proposes
recommendations that will allow Alaska's mineral industry to grow and reestablish its economic

importance to Alaska.
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RECOMMENDATIONS OF THE ALASKA MINERALS COMMISSION
I. ALASKA MINERALS POLICY ACT

FINDINGS: Many of the problems facing the mineral industry stem from the lack of a clear,
statutory policy' supporting the a-sponsible development of Alaska's mineral resources. The Commis-
sion members are unanimous in their belief thit the greatest immediate need is the passage of a
mineral policy act during the next legislative session which will implement Article VIII, Section 1of
the Constitution of Alaska by encouraging the development of Alaska's resources by making them
available for maximum use, by establishing that resource development is consistent with the public
interest, and by directing that resource development is an economic priority of the state. Such a
policy act will become the foundation tor other legislative and administrative actions recommended

in this i *port,

The effectiveness of an act that sets policy depends entirely upon its implementation. To assure that
the policies presented hern will become active and enforceable policies of the state, a section enu-
merating the rights of citizens to take legal action has been incorporated. This section is modeled
after the rights granted citizens under the federal Clean Water Act.

THE COMMISSION RECOMMENDS THAT:

1 The LEGISLATURE enact an Alaska Mineral Policy Act by amending Title 44, Article Q9
of the Alaska Statutes with the addition of the following sections:

Section 44.99.200 DECLARATION OF STATE MINERAL POLICY. In conformance with
Article VIII, Section 1of the Constitution of Alaska, and to further the goals of the state
economic development policy to maintain a sound economy, stable employment and to en-
courage responsible economic development in the state for the benefit of present and future
generations through the purposeful development of the state's abundant mineral resources
including metals, industrial minerals, and coal: it is the policy of this state:

11) that Alaska's lands be available for mineral exploration and development through
multiple-use practices that shall not subordinate mineral resource development;

(2) that mineral development not be encumbered by excessive, unreasonable or
uneconomical legislative or administrative actions:

(3f that a comprehensive system of transportation and infrastructure be developed
in Alaska that allows mineral products from the state to enter the market place: N

(4) that the general and public functions of the state which promote mineral develop-
ment. which inform and educate the people, and which advance the knowledge and
technology ot the minerai industry be supported.

Section 44.99 205 ENFORCEMENT, (a) Any citizen may commence a civil action on his or
her own b half against any person (including (i> the State of Alaska, (ii' any other govern-
mental instrumentality or agency, and tiii) any government employe or officer acting in
his or her official capacity) when there is alleged a failure of such person to carry out any
policy under this act.

(b) The court, in issuing any final order in any action brought pursuant to this litiga-
tion. may award costs of litigation (including reasonable attorney and expert witness fees)
to any party, whenever the court determines such an award is appropriate.
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II. LAND MANAGEMENT
A. Multiple-Use

FINDINGS: The amount ot land in Alaska that will ever be used for mining is very small (less than
three-tenths of one percent of the land area of the United States has been disturbed by mining
since 1776). Yet the majority of Alaska lands have been withdrawn from mineral entry. In 1968,
only 53 million acres (14%) were closed to mineral entry. In 1986, 234 million acres (62%) of
Alaska's lands have been closed to mineral entry.

Over 80";? of all federal land in Alaska is closed, much of it having been withdrawn by ANILCA and
subsequent federal land management plans. In recent years the implementation of regional state
land-use plans and the legislative creation of state parks or other special use areas have resulted in
the present closure of 8% of state owned lands.

Additionally, complex, overlapping and restrictive land management policies as well as on-going
lawsuits cloud the rights of the holders of mining claims or leases, and discourage further investment
in the development of Alaska's mineral resources.

On state lands not closed to mining, the principle of multiple-use management has been abrogated
to emphasize the primacy’ of recreational, habitat and aesthetic uses. At present, the legislature has
defined multiple-use” to mean management for more than one use but not necessari'y more than
two uses. Therefore, the designation of wildlife habitat and scenic values as primary land uses
satisfies the state's interpretation of "multiple-use™ management though it results in the restriction
or prohibition of mining.

This practice subordinates the use of mineral resources and discourages the development and extrac-
tion of mineral resources. For example, in the Nelchina Public Use Area (which is designated as a
multiple-use area) exploration, development and extraction of subsurface resources is allowed
only if found to be compatible with the primary uses of wildlife habitat and recreation. While
state lands classified for such uses are technically open for mineral entry, the risk that the develop-
ment and extraction of minerals will be restricted is sufficient to discourage investment on these
lands, further reducing the effective land base in Alaska available for mineral use.

Before the state disposes of its resources, whether through leases or sales, the Department of Natural
Resources must make a determination that the action will rve the best interests of the state. The
benefits ot economic development have not always been ‘'equately addressed in making best
interest determinations.

THE COMMISSION RECOMMENDS THAT:
2. The Legislature amend Alaska Statute 38.05.300 as follows:

Classification of lands, (a) The commissioner shall, where considered necessary’and proper,
classify land for surface use. This section does not prevent reclassification of land, where
the public interest warrants reclassification, nor does it preclude multiple use of land whenever
different uses are compatible, State land, water, or land and water area may not, except by’act
of the state legislature, be closed to multiple use or to mineral entry if the area involved
contains more than 6-10 acres.
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3. The Legislature redefine, to conform with constitutional intent, the various definitions of
"multiple use" in the Alaska Statutes to require the management of state lands for the use of
all resources rather than allocating or selectively denying resource use;

4. The Legislature make closures of land to mineral entry only where documented and
demonstrated incompatible use is proven and only when preceded by a mineral assessment;

5. The Li us'iture and Governor periodically review lands closed to mineral entry to assess
the need fu* continued closure and, if there is no longer a compelling need for closure, return
the land to multiple-use designation;

6. The Governor require state planning agencies to encourage the use of all resources on its
lands rather than designating single or primai v uses and require that only when a documented
and demonstrated incompatible use is proven should there be any restrictions on the use of

any resource;

7. The Governor direct the Commissioner of the Department of Natural Resources to review
state lands presently classified other than Resource Management Lands and reclassify most of
the state's lands as Resource Management Lands as per 11 AAC 55.200 to be managed for

multiple-use;

8. The Governor make clear to the U.S. Congress and Federal Administration that further restric-
tions or withdrawals ot federal land from multiple-use designation are not acceptable and assure
that regulations enacted to implement the provisions of the Alaska National Interest
Lands Conservation Act protect the "prior existing rights and exemptions™ allowed in that act;

9.The Governor establish that mineral development is a priority in the best interest of the state
that must be recognized in all state land management actions requiring a "Best Interest Finding".

B. Coastal Zone Management

FINDINGS: Coastal Zone Management programs have exceeded the intent of the law and are being
challenged by the federal government. The programs include unwarranted extensions of boundaries
tar beyond a reasonable definition of coastal areas (in some cases hundreds of miles inland); have
designated subsistence and fisheries as primary uses, subordinating all other uses even when they are
"Uses of State Concern and National Interest”; and have included absolute prohibitions on certain
activities. The approval of these programs by the Alaska Coastal Policy Council constitutes the
relinquishment by the state of its authority to manage and regulate resource development.

Additionally, the making of "consistency determinations” within the Office of the Governor, Division
of Governmental Coordination has added a new layer of government to the permitting process for
projects it. the coastal zone. Not only has this removed authority faun those agencies already vested
to manage Alaska's lands, but has increased the likelihood that the permitting process be subject to
political pressures rather than solely technical considerations.

THE COMMISSION RECOMMENDS THAT:

10. The Legislature affirm coastal zone boundaries as originally defined by biophysical areas
in 1978 by the Alaska Department of Fish and Game and approved by the legislature in 1979;
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11. The Legislature reintroduce and pass legislation requiring legislative oversight of district
management programs as originally stated in the Alaska Coastal Management Program and
set torth in Senate Bill 185 as written during 1986 session (Appendix C);

12. The Governor re-assert that mining, oil and gas development and other resource develop-
ment are "Uses of State Concern™ and, as such, cannot be unduly restricted by local coastal

zone programs;

13. The Governor establish lead agency authority for permit processing under the Department
of Natural Resources and revoke Administrative Order 78 in order to return Coastal Zone
Management consistency determinations to the resource agencies.
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I1l. REGULATIONS AND ADMINISTRATIVE POLICY

A. Lead Agency Authority for Permitting

FINDINGS: Currently it is common practice for an agency that has statutory authority for the
issuance of a permit to accept lor addition to an applicant's permit any stipulations or requirements
proposed by other agencies which have either limited or no statutory authority. As a result per-
mits are issued with conditions that are unnecessary, unreasonable, uneconomical, and excessive.

THE COMMISSION RECOMMENDS THAT:

14. The Legislature direct the Department of Natural Resources to assume lead agency autho-
rity for the permitting of mineral resource development projects; mandate the Department to
protect the rights to explore for and develop mineral resources on Alaska lands; and grant the
Department final authority to determine the relevance, appropriateness and need to include
permit stipulations, conditions and requirements proposed by other agencies;

15. The Legislature not diminish the statutory’authority of the Department of Natural Resources
in the management of Alaska's lands by granting co-management status to or by requiring con-
currence of other agencies;

16. he Governor transfer all state mineral-related reguiatory functions to the Department of
Natural Resources, grant the Department sole responsibility for the promulgation and enforce-
ment of environmental and operational regulations affecting the mining industry, and grant the
Department, as the statutory manager of surface and subsurface lands of the State of Alaska,
the responsibility for the management of habitat.

B. Water Quality Management

FINDINGS: Ore of the principal causes for the decline of the placer mining industry is the inability
of the  ’ustry to attain drinking water standards in mine discharge water. In the early 1970s,
virtually all waters of the state were classified for all uses including drinking water. Water users,
such as miners, are required to meet standards for the highest classified use of the receiving waters.
Since virtually all Alaska waters include drinking water as a use, miners are required to meet
standards designed for drinking water.

Of particular concern is the turbidity standard which indirectly measures the amount of solids
suspended (not easily settled) in the water. The most. table effect of turbidity is aesthetic The more
turbid the water, the less clear it is. Of the various water quality criteria affected by placer mining,
such as settleable solids and toxic substances, turbidity is the criteria witu the least impact.

Yet the turbidity standard is the most stringent and the most difficult to attain. The turbidity of
receiving waters classified for drinking water use cannot be increased greater than 5 NTU's above
background levels. The increment of 5 NTU's isso small as to be indistinguishable to the human eye.

Yet, the individual miner risks fines of up to $10,000 per day for exceeding the turbidity or other
standards.
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While (he water quality regulations have been in effect for many years (but have been largely
unenforced), recent court actions have now mandated enforcement.

At present, water treatment technology has not been developed that will allow the placer miner
to economically attain the turbidity standard for drinking water. Several recent research projects
have demonstrated techniques that can significantly reduce the amount suspended sediment caus-
ing turbidity in mine effluent water, but for most sites these new methods will not attain current
standards. Despite the implementation of these new methods and investment in necessary equip-
ment, the placer miner will not be assured of continued operation, In order to establish the stability
necessary for the industry to invest in uiproved mining methods, the regulations must incorporate
standards with attainable thresholds.

THE COMMISSION RECOMMENDS THAT:

17. The Legslature amend Title 46 of the Alaska Statutes as set forth in HB 627 of the
1°86 legislative session (Appendix D) with changes proposed by the Commission to Section
46.03.892 of that bill as follows:

Sec. 46.03.892 REGULATION OF DISCHARGED WATER, (a) is amended to read:

When considering the quality of discharge of water and establishing regulations for the quality
of discharge of water, the commissioner may require a person who discharges water to meet
a discharge standard that is compatible with the immediate downstream appropriated use.
Except where the immediate downstream appropriated use isdrinking water, the qgi aiity stan-
dards of the discharged water will reflect a range of values which are technically and
economically attainable and which are satisfactory for other downstream uses. The range of
said values cannot be more restrictive than federal standards.

18. The Governor support only those effluent limitations that are economically achievable for
the size-class of the operation to which they apply and, when the state submits written com-
ments on the proposed National Effluent Guidelines for placer mining due to be published in
March 1°87, support only those technologies where benefits exceed costs;

1°. The Governor direct the Department of Environmental Conservation to assume the Federal
National Pollutant Disch .ge Elimination System (NPDES) program;

20. The Governor direct the implementation of a site-specific program for the regulation of
water quality on mining operations to include temporary permit modifications, compliance
schedules for start-uj operations, and the use of a mixing zone (in time as well as volume)
extending to the point of the next higher current use;

21. The Governor direct the Department of Environmental Conservation to actively pursue
stream reclassification, to continue as a test case the reclassification procedures for the Tolovana
River using field-data collected in 1986 for this purpose, and to develop and implement a new
classification other than "industrial® which recognizes that turbidity does not have sufficient
negative long term impact to warrant eradication of Alaska's placer mining industry;
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22. The Governor require that policy decisions affecting water quality regulations be based
upon the findings of completed research and proven technology.

C. Costs and Benefits of Regulations

FINDINGS: Alaska mineral producers often face higher costs due to a harsher climate, higher labor
costs, higher capital costs for transportation and inf: structure, and other reasons. To remain compe-
titive, unjustified or unnecessary indirect costs must not be allowed to price Alaska producers out of
the market place. Estimating the costs of proposed regulations and comparing them to the expected
benefits is a prudent function ot responsible governmc t.

THE COMMISSION RECOMMENDS THAT:

23. The Legislature require agpncies proposing regulations to describe the effects of the pro-
posed regulations including the ecoi omic impacts, the probable costs and benefits and other
analyses as set forth in HB 458 of tle 1986 Legislative Session (Appendix E).

D. Lise of Performance Standards

FINDINGS: Regulations for the mining industry often require that certain performance stand irds
be attained as well as require that specific designs be used to achieve attainment. For example, coal
mining regulations set minimum quality levels tor discharge water (performance standards) and
specify the use of settling ponds (design standard) to achieve them. This does not allow operators to
satisfy performance standards in alternate ways, and stifles innovations that may reduce costs.
Furthermore, if required design standards are insufficient to achieve performance standards, the
operator is placed in a situation of double jeopardy.

Laws and regulations should require specific design standards only for reasons of public health

and safety. In all other situations, the operator should have the discretion to use the design best
suited to attain the performance standard in the most effective and efficient way.

THE COMMISSION RECOMMENDS THAT:

24. The Legislature require that regulations anil permits be based upon reasonable performance
standards rather than design and engineering specifications.

E Duplication of Regulatory Authority

FINDINGS: The administrative branch of state government has become a complex bureaucracy
with multiple agencies vying tor regulatory management of mineral development.

THE COMMISSION RECOMMENDS THAT:

25. The Governor review the statutory authority, administrative regulations, and currant orders,
actions, procedures of all agencies and take such measures and actions necessary to eliminate
overlapping regulatory authority and duplication of permitting requirements.
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F. Waiver of Inappropriate Regulations

FINDINGS: Situations occur where regulati :>ns, mandated for all classes of operations, may be
clearly inappropriate or inapplicable for a pecific operation or situation. In these cases, there
is no discretionary authority granted state agencies to waive the requirements.

THE COMMISSION RECOMMENDS THAT:

26. The Legislature amend the Alaska Statutes to grant to department commissioners the power
to waive any regulation when that regulation can be shown to be inappropriate for a particular
operation or site-specific situation.

G. Qualifications of Administrative Personnel

FINDINGS: Many positions within state government which affect mining activities have been
filled with personnel with little or no background in mining, engineering, geology, business or
other technical or professional training necessary to understand and resolve the issues they are
charged to carry out.

THE COMMISSION RECOMMENDS THAT:

27. The Governor require that only persons with training and experience in mining be appointed
to the position of Director of the Division of Mining, and that other personnel within the Depart-
ment of Natural Resources working in positions affecting the mineral industry have
the technical expertise necessary to assure competence in the performance of their duties and
have professional qualifications commensurate with their responsibilities.

H. Wage and Hour Laws

FINDINGS: Alaska's present wage and hour laws do not contain the flexibility permitted under
federal law. For example, the use of a four-day work week with ten-hour shifts is not allowed
without paying overtime. Alaska mining projects such as Red Dog, Greens Creek and Quartz Hill
and other future mines will be remote from the residences of their employees requiring the use of
longer hour work days to make the most efficient use of rotational work crews commuting long
distances. The present wage and hour laws will greatly increase labor costs for remote projects,
decreasing their competitiveness.

THE COMMISSION RECOMMENDS THAT:

28. The Legislature amend Alaska's Wage and Hour laws as proposed (Appendix F) to permit
the use ot irregular or flexible work weeks as permitted by federal law.
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IV. TRANSPORTATION AND INFRASTRUCTURE

FINDINGS: The lack of an established transportation system and associated infrastructure is a
primary impediment to mineral development in Alaska. While there have been many discoveries of
world class deposits made in Alaska over the last two decades, lack of access has delayed or will
indefinitely postpone their development.

Revised Statute 2477 (RS 2477), a federal law passed in 1866, grants rights-of-way for highways over
public lands not otherwise reserved for public uses. In 1961, the Alaska Supreme Court established
parameters for what constitutes a valid RS 2477 right-of-way under Alaska law. RS 2477 was
repealed in 1976 by the Federal Land Policy and Management Act (FLPMA), but Congress re-
affirmed in the act all RS 2477 rights existing prior to 1976.

THE COMMISSION RECOMMENDS THAT:

29. The Governor re-affirm Alaska's rights of access as provided by RS 2477; assert several
pivotal rights-of-way which are vital for access to Alaska's remote mineralized areas; advise the
Secretary of the Interior that the state desires to work with all interested federal agencies regard-
ing the establishment of any new federal guidelines on the processing of RS 2477 assertions;
and direct that the state's draft document of November 6, 1985 entitled "RS 2477 Policies and
Procedures" be finalized and published;

30. The Governor adopt and implement a statewide infrastructure and transportation plan which
includes the identification and development of access corridors within the state.
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V. PROMOTION OF MINERAL DEVELOPMENT, MINERAL
EDUCATION AND TECHNOLOGY

A. Promotion and Advocacy for Mineral Development

FINDINGS: Alaska's future depends on the development of its natural resources and the state must
encourage a positive attitude towards responsible development. The economic benefits of resource
development must be represented within state government, and there must be an advocacy office for
the promotion of mineral development. Agencies with regulatory duties cannot objectively assume
the full role for advocacy.

THE COMMISSION RECOMMENDS THAT:

31. The Legislature strengthen and retain in the Department of Commerce and Economic Develop-
ment the advocacy functions performed by the Division of Minerals and Forest Products and
support the managerial and regulatory functions performed by the Division of Mining in the
Department of Natural Resources necessary for the efficient operation of the mining laws and
regulations of Alaska;

32. The Governor establish regulai « abinet meetings for the purpose of encouraging mineral
development, attracting mining investment to the state, and resolving mineral development issues:

33. The Governor direct the Department of Natural Resources to more strongly emphasize the
economic benefits of resource development in its policies and actions.

B. Geologic Surveys

FINDINGS: The functions performed by the geological survey are fundamental to the develop-
ment and maintenance of the mining industry, and the performance of mineral assessments of
lands proposed for mineral closure is an essential function of the survey.

At present, less than 10% of Alaska has been geologically mapped in sufficient detail to be useful for
mineral exploration. Geologic mapping of mineralized terranes, and other surveys performed by
qualified geological professionals provide the basic information on which mineral exploration
programs are designed. An effective geologic survey must be maintained or industry's ability to
effectively explore for minerals in Alaska will continue to be diminished and the state's sincerity
to encourage mineral development will be in question.

THE COMMISSION RECOMMENDS THAT:

34. The Legislature support the state geological survey to maintain a staff of qualified personnel
to carry out a field program of geologic mapping and other surveys, to perform mineral
assessments on lands proposed for mineral closure, and to publish reports in timely fashion:

35. The Governor direct the state geological survey to adopt as its priorities geologic mapping
and other surveys, the performance of mineral assessments on lands proposed for mineral closure,
and the timely publication of completed reports, surveys and maps.
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C. 'technology Transfer

FINDINGS: In past years, the state has spent millions of dollars on research projects, grants and
increased enforcement programs. For a fractional expenditure, the state would benefit enormously
by providing training and on-site assistance in the application of innovative or new technologies
which enhance the operational efficiencies and environmental impacts of their mines. To be effective,
such assistance should not be provided by agencies or personnel responsible for regulatory activities.

THE COMMISSION RECOMMENDS THAT:

36. The LEGISLATURE enact a resolution (Appendix G) directing that the function of the Univer-
sity of Alaska Mining Extension program be broadened to include a field presence by an
experienced placer mining engineer to assist placer miners with site-specific water quality, mineral
beneficiation, gold recovery and reclamation problems.

D. Professional and Technical Training

FINDINGS: The education of mining engineering and geology professionals, and the vocational ami
technical training of Alaska residents for positions in mining and mineral exploration is beneficial
to the industry and assures that resident hire is maximized. Many of the jobs in mining projects will
be available to rural residents of the state and the availability of training is essential to assure

local employment.
THE COMMISSION RECOMMENDS THAT:
37. The Governor maintain the University of Alaska-Fairbanks School of Mineral Engineering-

38. The GOVERNOR maintain the vocational and technical training services currently
provided to Alaska's mineral industry.

E. Education

FINDINGS: The 'Alaska Resource Kit: Minerals", which is being used in the statewide public school
system, is an excellent program for educating Alaska's students in the issues and fundamentals ot
resource development. The program isa cooperative effort between the Department of Education
which developed the curriculum and is responsible for its implementation, and the Alaska Minerals
and Energy Resource Education Fund (AMERF.F). an industry supported organization which funds
the production, revision and replacement of the teaching materials.

THE COMMISSION RECOMMENDS THAT:

39. The Governor establish a formal position for mining and resource education within the
Department of Education and provide program support for the continued dissemination and
implementation of the "Alaska Resource Kit: Minerals" curriculum.
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Appendix A.

ALASKA MINERALS COMMISSION
STATEMENT OF PURPOSE

The Alaska Minerals Commission was created by the Nth Legislature in Chapter 98 of the Session
Laws of 1986 and was established to make recommendations to the Governor and to the Legislature
on way > mitigate constraints on the development of minerals in the State.

The minerals industry' offers the greatest potential of any Alaska industry for expanding and diver-
sifying the State's economic base; for increasing Statewide employment; and for generating new
wealth to create businesses and provide revenues for State and local governments.

However, Alaska has a complex pattern of land ownership and management; has overlapping and
uncertain regulatory requirements; has unique geographic, geologic and climatic conditions; and
has an underdeveloped transportation system.

To attract the capital necessary for the exploration and development of new mines; to ensure that
mines can be developed feasibly and in timely fashion; and to ensure that producing mines remain
viable—constraints on the industry must be mitigated.

The Alaska Minerals Commission will prepare reports for the First and Second Sessions of the 15th
Legislature, and the First Session of the 16th Legislature, recommending to the Governor and to the
Legislature the adoption of legislation and the implementation of administrative policy that will
best accomplish the statement of policy found in Article VIII, of the Constitution of Alaska:

It is the policy of the State to encourage the settlement of its land and development of its
resources by making them available for maximum use consistent with the public interest.”

and the statement of policy found in the President's National Materials and Minerals Report to
Congress of April 5, 1982:

"It is the policy of this Administration to decrease America's mineral vulnerability by taking
positive action that will promote our national security, help ensure a healthy and vigorous
economy, create American jobs, and protect America's national resources and environment."

The goals of the recommendations of the Alaska Minerals Commission are to assure that the
Legislature and the state administration encourage and promote development of a viable mining
industry in the state.



Appendix B.

Chapter 98
Session Laws of Alaska, 1986
(Senate Bill 418)

AN ACT
Relating to the Alaska minerals commission; and providing for an effective date.

Section 1. (a) The legislature finds that the minerals industries, including metallic minerals,
industrial minerals, and hydrocarbons, have been traditionally and continue to be the major source
of wealth and income in the state.

(b) The legislature further finds that there are major constraints on the continued development of
a diverse mineral industry in the state, including the Environmental Protection Agency's effluent
guidelines, state water quality standards and improperly classified streams and rivers, restrictions
on surface access, complex and numerous permitting requirements, a limited access to minerals
through mineral closing orders and restrictions on multiple use through state and federal land use
plans.

Sec 2. Al ASKA MINERALS COMMISSION ESTABLISHED, (a) The Alaska Minerals Commis-
sion is established in the Department of Commerce and Economic Development.

(b) The commission iscomposed of 11 members. The commission shall be composed of indivi-
duals who have at least five years' experience in the various aspects of the minerals industries in
the state. The governor shall appoint five members of the commission. The speaker of the House
of Representatives shall appoint three members of the commission.

(c) The commission shall make recommendations to the governor and to the legislature on ways
to mitigate the contraints, including governmental constraints, on development of minerals, including
coal, in the state.

(d) The commission shall make its preliminary recommendations to the governor and the
legislature during the first 10 days of the First Regular Session of the Fifteenth Legislature and

shall make its final eport to the governor and the legislature during the first 10 days of the First
Regular Session of the Sixteenth Legislature.

Sec. 3. This Act is repealed February 1, 1989.

Sec. 4. This Act takes effect immediately in accordance with AS 01.10.070(c).
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Appendix C

Introd ced: 2/21/85
Referred: Resources

BY FAHRENKAMP, HALFCRD, FAIKS,

IN THE SENATE ZIEGLER, KERTTULA AND P.FISCHER

SENATE BILL NO. 185
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION |

A BILL

For an Act entitled: "An Act relating to legislative disapproval of the

Alaska Coastal Management Program." s

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS A6.A0.080 is amended to read:

Sec. A6.A0.080. EFFECTIVE DATE OF ALASKA COASTAL MANAGEMENT
PROGRAM. The Alaska coastal management program adopted by the coun- "
cil, and any additions revisions, or amendments of the program, shall
be submitted to the legislature. The program or changes take effect
60 days after they are submitted unless disapproved by act of the
legislature [UPON ADOPTION OF A CONCURRENT RESOLUTION BY A MAJORITY OF
THE MEMBERS OF EACH HOUSE OF THE LEGISLATURE OR BY A VOTE OF THE
MAJORITY OF THE MEMBERS OF EACH HOUSE AT THE TIME THE HOUSES ARE
CONVENED 1IN JOINT SESSION TO CONFIRM EXECUTIVE APPOINTMENTS SUBMITTED

BY THE COVERNOR].

* Sec. 2. AS 66.60.090(a) 1is amended to read:

(a) A district coastal management program [APPROVED BY THE
COUNCIL AND THE LEGISLATURE] for a coastal resource district that
[WHICH] does not have and exercise zoning or other controls on the use
of resources w hin the coastal area shall be implemented by appropri—
ate state agencies. Implementation shall be in accordance with the
comprehensive use plan or the statement of needs, policies, objectives

and standards adopted by the district.

-1- SB 185
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Original sponsor MW.Hiller by request

IN THE MOOSE BY THE EES001CIS COffilTTEE

SENATE CS FOI CS FOE MOUSE BILL NO. 6?* (lesourret) an S

IN THE LECISLATL"EE OF THE STATE OF ALASICA

FOUETEENTM LEC1SLATUEE SECOND SESSION

A BILL

For an Act entitled: "An Act rotating to the appropriation of water

BE XT ENACTED BY TME LECISLATL*EE OF THE STATE OF ALASFA

* Sect ton 1. AS U.0S 0SO it emended by adJing a new ubwctim to

reed:

(b) Tha coMiuionir aay not require a higher discharge quality
for appropriated watar used in placer than tha eju*lat> nl water
received for the use
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received for the use.
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1jJ to reservo water under (IN ACCORDANCE WITH] government under Fublic Land Order No. IBB. and
AS At. 1S IAS; (B) geothermal fluid, as [THE TERM 1S] defined in
(2) "appropriation’’means AS 41 .0t 0SOj
[Aj the diversion, impounding, or withdraw*! of a 1.10) “significant amount of water” means
quantity of water from a source of water for a benefic use* or (A) a use of more than J'000_ gallons of water in
[8> tho reservation of wator undor [IN ACCORDANCE ingle day frim i Single source, of
WITH) AS At.IS.I1AS; LP) the regular daily or recurring seasonal wuse .if
(3) -beneficial use’”means a use of wator for tho bonoflt eore than )0C gel lons of water a day, far 10 days or more a year
of the approprietor, other persons or tho public, that la reasonable from a single source; or
and consistent with tho public interest, including, but not limited rca a water use thst majr adversely affect the water
to. domestic, agricultural, irrigation, industrial, manufacturing, fights of another sppropnstor or the public interest.
fish and shellfish processing, navigation and transportation, mining, * sec 8 AS It 05.050(b). AS 31.05.020(c). and AS 44.0) 102 er* re—
power, public, sanitary, fish and wi ife, recreational uses, and pealed onthedate the state assumes responsibility fur the pollutant
charge elimination program author.**d by sec 402 of the Act of June )0.
) "source of water" means a substantial quantity of water 1941, )) U s C  1)4?
capable of being put to benefic use;
(S) "water”™ means all water cf the state, surface ard
subsurface, occurring in a natural state, escept neral and medicinal
water.
(t) "commissioner- means the coeasi oner cf natural re-
(7) "director” means the director of |_mrvd nri® water manage
went [THE DIV ON OF LANDS], Department of Natural Resourcee.
(B) "person” includes an individual, partnership, asso—
ciation. public or privato corporation, state agency, mun pality
(FOLETICAL SUBDIVISION! of tho stato. and tho Untied States, |.)
(f) "mineral and aoimnal wator" mean*
(A) wator of a Lot spring or spring with curative
properties that [WHICH] has betn reserved by the federal
) SCS CSHB 427(R«s) am S SCS CSHB 42 7IRes) «e § %
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Quantify the data to theeatant practicable, taaa into account tuth
Short ter* and long ten coniequeilMea, and

(1) detent# the dettea ot pertont who probably will be

rectly effected by the propetfJ a tion. including the clettet eSe

.* CSSSHB Of|*A|

bear tha cottt of the proposed regulation and the ctetsea who

benefit;

(7) describe the probable quantitative and qua
effect of the propoted regulation, econc>«ic or othervne. on the
dettea of pertont affected.

) att out the probable coat to the agency and any
agency for implementing and enforcing the propoted regulation and the
anticipated effect on state rmw«,

4| compare the probable coat and benefit* of the propoted

regulation with tho probable cett and benefits of inaction.

(5) datemine whether thereare let* cottly or let*

ttva Mthtfl for achieving the purpete of thepropoted regulation

Ic) The person or pertont requesting the regulatory enelt
eay. by atprett statement in the request. waive one or wore of the
requirements of (b» of thit tection

(d) a ronrite summary of the regulatory analysis shall be pub
lithed in the edainittretivo Journal at least 10 days bef-rr the
earliest of

1) the end of the period for waking written cower.ft on

the propoted regulation, or

(?)the end of tl*e pen»d during which an oral pub
proceeding nay be requested
let The published tu- try »ustinj»-ate where to obtain copies
of the full teat ef the analysis and -hen. where. ii%J hewpertont way
<.«*ent un the propcted regulation
If) 1* an egency hat eede a go*d faith effort to c**»ply with the
requirement* uf (a) - U> of thit tection, the regulation way not be

invalidated on the ground that the contents of the regulatory enelttit



. ]
1 See. 1. AS 44 42 200(a) is aaended to read l«) describe practical And reasonable alternatives to the

2 (a) The notice of proposed adoption, aaendaent. or repetl of a
1 lati hall dud - - - -
regufation sha maudo (b) When a stitt agency lub“ita i regulation or ordtr of repeal
4 1 tat t of the tI i d t f d . - -
W a statoaent o € se. piece, and nature of procee for filing with the lieutenant governor under AS 44.42.040, tht agency
s mgs for adeptten, aaendaent. or repeal of the regulation. shall aake avllUblt to tht public I final justification of nttd con-
4 ctrning tht rtgulition or ordtr cf rrptal. Tht final justification

shall indudt

i i i in*
1 ons of law which are being inplewented. in*erpretrd. or made (1) tht coaplttt ttat of a regulation that it adcptcd or
4 ic, R -

amended and a list of regulations repealed,
n informative senar of the rup?sed subject o

10 O « y prup J 7 12) a sjaaargi of the coaaentl and objections received and
u fgonry a t.on, including a sliwtar; of the ' ial Jugfifn atitn =l in eaplanat ion of chat.ges made to the proposed regulation in response

12 need. to the information or the reasons for rejecting tht contents or ob

1) ) ether natters prescribed by a statute apilicenie io R

jecttorn; and
14 th if to th ifi lati 1 f - - -
€ specific agency or to € specitic regulation or class o regu ()) the reasons for rejecting proposed alternatives

1S lations. - Sec 5 AS 44 t: 210 isaaended by adding anew subsection to read

tsl i f the fi I inf ti ited T0 bt - N -

B a iume.ii) o e Tisca information requite [ fc) If at least IS interested persons submit a written request

Mtr.iMo d AS is 42 145 - - - -
v r-t ) under s tor a public hearing at least 10 dayi before the end of the inittsl
S - AS *4 42 i ded b ddi ti e 1 - - -
1 er 's amende y adding a new section te rea tlilt period, a state agency shall prosptly schedule a public hear
14 set -4 42 20S JUSTiriCAtSONS OF MfO ia) When a state N . -
ing on the proposed action The agency way eatend the consent period
. i i * x i
20 agfrit files a noftc# of proposed action under AS 4 2 iy the if necessary to provide at least la daya *notice of the public hear
2) agency shall aase available to tt.e pub j<n *fnut ion uf N
irg

1 1f 41> d ti Th init just ifteal i hall -

12 nee or propose action e initi justifteal iun sha sec 4 AS *4 42 2)0 isaaended to read
1 it) describe the problem. condition, or circumstance the Sec 44 *2 210 FLOCIDCKC GW FETITIOH spen receipt of a

fa - - - -

petition requesting the adoption, amendment, or repeal of a regulation
12 ify th f th lati d th factual -
) specify the purpose u € regulation an € actua under AS a« *2 110 a* a? 290. a state agency shall, wit >0 days,

24 basi f "s det inati thit th lati i bl - - - - R

asis Ter me agency's determination ! € regulation is reamnably deny the petition in wr 1l ingt includmg the rent is for the den , or
&
A schedule the matter for public hearing under AS a* 4j 140 4* 6! 210

i identify d t hich th i lytr. i - - - -
tdeniTy dccueents upon whic € agencv s relytr.g n However, if the petition is for an emergencyregulation (.) and the

rr»«otirg the action, and - - R
>« g agency finda that anemergency eaists. the requirements of

J CSSSHI 4U1S41
CSSSHI 01(SA) 4



AS A*.12 110  Afc t; 210 do not apply, e** *h» M»n <7 m*y submit tho
r«|»:zition to tho lieutenant Jovtrnor immediately after mating tho
finding of rifri«nrt and putting tho regulation into proper fora
bee 7. AS or 1l amtiiJed by adding a new loction to rood

ST a* @ Itolcs o MorsIo- actions. ) a itiD
agency shall maintain a fllo of tho proceedings concerning tho Adop—
tion. inriidAint. or lepeal of a regulation Tht fllo shall mtljJo

fit received under AS 4fc.t2.220;

12) published notices cf proposed Action wundor AS AA A?

HO.
(J) justification* of nood required by AS AA A? 205.
(A) fllcal inforastton ur.dor AS aA *2.19)1
(S) a rogulstory snslysit, if required undor AS aa *2 117.
(4) osch document subertted in connection wltii *ho proposed
Act ion.

(7) osch docuaont upon which tho Agency Is relying for  tho
proposed Action.

(9) a transcript. recording, or Minute* of oorh public
hearing connected with tho proposed Action. And

(1) other information that tho state agency is required ty
la» to consider or prepare in connection with the propoted action.

ies each item

(b) The Agency shall aai

tatn a log that ident
contained in the file and the date onwhich the item was received.
The file shell include an affidavit by the employee responsible for

mainta

ing the file stating that the file contairt all ofthe docu—

ments required by this section and the date the file was completed
(c) The file is a public record
Sec 8 AS aa *2 300 it amended to read

Sec AA.42 100 COURT RCVItW An interested personmas get a

CSSSUB ASI(SA)

al declaration on the validity of a regulation by bringing an

action for declaratory relief in the superior court In addition to
any other ground the court may declare the regulation invalid

1) for a substantial failure to comply with AS AA.62.010 -
AA 42 320, 1. OR)

(2) in the case of an -emergency regulation or order of
repeal, upon the ground that the facrs recited in the etstement do not
constitute an emergency under AS AA 42 250*

IH for faliure to comp ly with AS_AA 42-205; of

(A}__ if the justification of need faila to present
Sufficient facts to establish hj a preponderance u! the evidencm the
need for the regulatton

- Sec. 9. AS AA 42 4A0(a) is amended by adding a new paragraph to read:

(4) "document** weans a written or electronic communication
of any kind, escept a telephone communication, considered by an agency
during the adoption, amendment, ot r«p«*lof a regulation.

Sec 10. AS A« 62.190 as enacted by sec. 1 of this Act. AS AA 62.e
205(b) as enarted by sec A of this Act, and the amendments made by secs. 5
and 1 of this Ad apply to proposed regulations, amendnents, and orders of

repeal that have not beensubmitted to the lieutenant governor for filing

before the effective dareof thit Act. The amendment made by sec. 6 of

this A-t applies to petitions that have net been scheduled for pub
hearing or denied before the effective date of this Ad

e Sec 11. The amendments made by Sec* 2. ). 7, and 6 of this Ad. and
AS AA 62 205(a) enacted by sec A of this Act do not apply to proposed
regulations, amendments, or orders of repeal for which a notice of proposed
action has been published before the effective date of this Act.

* Sec 12 This Act t-kes effect July 1, 1916

CSSSHft A5KSA)
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Introduced:

Referred: labor A Conaorce

IK THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For An Act entitled: "An Act relating to payeenc of overtlc* and a good
faith exception to daaages for wunpaid overtlae, unpaid
minlaua vagea, and liquidated daoagei; aoJ providing
for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OP ALASKA:
* Section 1. AS 23.10.060 is aaended by adding a new paragraph to read:
(19) work pcrforaed under a pay plan approved under As
23.10.062.
Section 2. AS 23.10 la aeended by adding a new section to read:

See. 23.10.062. IRREGULAR AND FLEXIBLE WORK HOUR PLANS, (a)
The departoent nay approve a pay plan that provides fixed rateo of pay
for Irregular or flexible work hours as provided In this section. The

department shall review a proposed plan or proposed changes to a plan
already approved. A plan or change to an approved plan la not valid
uatll It receives written approval froa the departaent.

(b) The departoent nay approve a plan if the plan Is entered Into
under an agreeoent aa part cf a collective bargainingcontract or In
accordance with (c) of this section and If the plan Is

(1) a flexible work hour plan that provides for a 40-hour
he

eoployer to pay coapenaatlon at a rate of one and one-half tiara the

work week and not oora than a 10-hour work day; and that requires
regular rate of pay for work over 40 hours per wrk or 10 hours per

day;
(2) an Irregular work hour plan that provliJea a fixed

-1-

Appendix F
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weekly wage for Irregular weekly hours not to exceed 60 hours In a
work week and that requires the enplo/er to pay coapenaatlon at a rate
of one and one-half tinea the regular rate of pay for work over 60
hours per week; the department taay not approve a plan under thio
paragiaph unless It finds that

(a) the nature of the esployer'a buslnesa and the duties of

the eaployce require Irregular hours of work that will average 40

hours per week over an extended length of eaploynent;

and

(b) neither the eoployer nor the eaployce Is able to
control or anticipate with certainty the cuaber of hour# of work;

(3) a flexible work week plan that provides a fixed weekly wage
for no oorc than 60 hours of work per work week and that requires the
eoployer to pay coapensitlon at a rate of cne-half tines the effective
hourly rate of pay for houra In excess of 40 but leaa than 60 houra
per week; the effective hourly rate of pay la deteralcr.d by dividing
the fixed weekly wage by the actual  hoursworked In a work week, not
exceeding 60 houra; houra es'erked in excess of 60 houra per work week
are paid at one and one-half tlaeo the effective hourly rate of pay
for a 60-hour work week at the fixed weekly wage; the departaent cay
not approve a plan under this paragraph unless It finds that the
nature of the eoployer'# business and the duties of the employee
require Irregular hours of work that will average 40 hours per week
over an extended length of caployscnt.

(c) An eoployer and an eaployce ohall enter a signed written
agreeoent at the tlae of hiring establishing the day and place of
payment, and the rate of pay for a work plan unjer this section.
These Iteas aay not be changed unleas the change la agreed to no later

than the pay day before the tlae of change.

KB
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*Sec. 3. AS 23.10 Is aaended b/ adding a new section to read:

Sec. 23.10.112.  COOD FAITH EXCEPTION. In an action to recover
unpaid alnlnua wages, unpaid overtlae coapenaatlon, or liquidated
dosages under AS 23.10.050 - 23.10.150, If the eoployer ohows to the
satisfaction of the court that the act or oalaolon giving rise to tha
action was In good faith and that the eoployer had reasonable grounds
for the act or oolsslon, the court cay refuse to award liquidated
dnn..gra or oay award en aaount leas than the aaount established in AS
23.10.110.

*Sec. A. This Act applies to payment of vagoa for work performed after

the effective date of this Act.

*Sec. S. AS 23.10.060(1?) and 23.10.060(18) are repealed.
* Sec. 6. This Act takes effect lonedlately In accordance with AS

01.10.070(c)



Appendix G.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA

WHEREAS the University of Alaska School of Mineral Engineering, Mineral Industry Research
Laboratory and Mining Extension Program have a history’ of distinguished service as a leader
in scientific and technical lesearch and education related to the mining industry; and

WHEREAS the placer mining industry is currently faced with a strenuous challenge to develop
economically feasible methods of gold recovery and wastewater management to comply with
the stringent standards of water quality, including the turbidity standard, demanded by current
state and federal regulations; and

WHEREAS the placer mining industry contributes as much as SI27,000,000, including
economic multipliers into the Alaskan economy; and

WHEREAS the Alaska legislature appropriated S3,000,000 through Senate Bill 461 for the
purpose of furthering innovative research into fine gold recovery and wastewater treatment
techniques that could help the industry' improve its mining techniques; and

WHEREAS this innovative grants program has demonstrated some encouraging techniques
that have the potential for widespread application to the industry; and

WHEREAS there exists a significant need for technology transfer to educate the industry
on the use of these encouraging techniques; and

WHEREAS this technology transfer would be most productive if conducted in a positive,
cooperative atmosphere, rather than under regulatory duress; and

WHEREAS the economic and environmental well being of the state would be enhanced should
this technology transfer succeed;

BE IT RESOLVED by the Alaska State Legislature that the University of Alaska Mining Exten-
sion Program develop a Technical Assistance Program to provide a 9 month position with a
4 month field presence by an engineer qualified by Alaskan placer mining experience and
a degree in Mining Engineering or Mineral Processing to provide on-site, site-specific
technology transfer to the placer industry; and

BE IT FURTHER RESOLVED that a total of $55,000 be appropriated to the University of
Alaska Mining Extension Program to support the Technical Assistance Program for the first
year.









SENATE COMMITTEE REPORT

FIRST COMMITTEE OF REFERRAL

Date of 5-DAY NOTICE
IN ACCORDANCE WITH UNIFORM RULE 23
FURTHER: FINANCE
**FISCAL NOTE(S) ATTACHED **
IN ACCORDANCE WITH AS 24.08.035
(see below)
4/19/33 DATE TURNED INTO OFFICE
Mr. President:
RESOURCES Committee considered SB 510

ceiling on the state®"s royalty rate on coal leases; efd

and recommended:

[ 1 replace with CS [1 same title

[l new title
[ ] attached amendment(s) and

[ ] do pass

[ ] do not pass

[ 1no recommendation
individual recommendations

[ ] further referral to *

[ ] letter of intent adopted and attached

** Committee [>0 attached or [ ] adopted fiscal note(s)
zero [ 1 fiscal impact
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DEPARTMENT OF NATURAL RESOURCES 400 WUOVW YAVt

jvneau, MMM Matr.rro

. (H:[E(Fm m FHON& (t07) 4644400
April 8, 1988

Mr* Joseph Usibelli, Ox,
Usibelli Coal Mine, Xno-
P.0. SOX 1000

Healy, Alaska 99743

Dear Mr, Usibellii

The Department of Natural Resources ha» carefully reviewed
Usibelli Coal Mina, Inc."s (UCM), request for royalty relief
for coal leases ADL 30933 and 51549,

The Commissioner of the Department of Natural Resources has
the disaretion to valve, suspend, refund, or reduce tha
royalty under two circumstances*

(1) if she finds that eueh a reduction 1is necessary to
promote development; or

(2) if she finds the lease cannot be successfully
operated at the royalty level,

Usibelli Coal Mine based its request for royalty relief on
the "necessary to promote development™ provision and did not
assert that the operation cannot be successfully operated
with the increased royalty. Therefore, our analysis was
limited to the consideration of whether a royalty reduction
is necessary to promote development*

Generally, requests for royalty reduction in order to
promote development are granted ae an incentive to extract
resources not rscoverable under current operating practices.
In this instance, the argument has been made that an
increase 1in royalty, as required by rsgulations adopted by
the Department in 1982 (see 11 AAC 85.220) will adversely
affect future development.

UCM has been paying a coal royalty of 54 per ton on one
lease and 104 per ton on a second lease, for an averagt
royalty of 7.34 per ton. This rate equals less than
one-half of ons psreent of adjustod gross value.



Mr* Joseph Usibelli, Jr. 2 ftpril 8, 1986

Under the 1982 regulations,, til coal leasee 1issued Or
renewed by the State of Alaska must Include a minimum
royalty of 5 percent of adjusted gross value (S percent
AGVY) ,

UCM requested a royalty rate equivalent to 1.5 percent
adjusted gross value (1.3 percent AGV).

The issue becomes whether the 5 pereant AGV royalty rate la
reasonable in terms of both a fair return to the state and
in terms of promoting development. In this regard, It i»
helpful to note that coal royalty in New Mexico 1is 12.5
percent of all revenues? Montana®s rate is 12,5 percent of
gross value? and Wyoming®s coal royalty is 12,5 percent of
the selling price. The current royalty for federal coal
leases is 12,5 percent AGV.

in comparison, the Department finds that Alaska®s lower
royalty of 5 percent AGV provides both a fair return to the ’
state, while recognising the competitive advantage necessary

for our emerging coal export industry,

Therefore, the Department cannot grant the full permanent
reduction 1in royalty relief as requested by UCM. The
Information provideddid not demonstratethat auch a
reduction for leases ad1 20633 and 51545 is necessary to
promote development, However, our analysis indicates that
an immediate increase in royalty aa set out in regulation
will put an unreasonable burden on UCM and your customers.
Therefore, we find that a phased increase to the full
royalty 1is warranted.

N L N

Under the authority granted by AS 38.05.140(d), the
Department will phase in the 5 percent AQV royalty over a
period of three years, as outlined in the schedule belovt

LEASE FOR THE PERIOD ROYALTY

ADL 20633 NOV, 1, 1987 April 30, 1988 $0*29/ton

May 1, 1988 - April 30, 1989 80* 60/ton
May 1, 1989 - April 30, 1990 $0.90/ton
After May 1, 1990 51 AGV
ADL 51345 May 1, 1957 - April 30, 1988 50.29/ton
May 1, 1981 - Apj.I1l 30, 1989 10.60/tun
May 1, 1989 - April 30, 1990 80.90/ton
After May 1, 1990 51 AGV

Further, the Department will grant you* request for a

partial refund of royalties paid at th 5 percent AGV rate

during the priod from May 11 1987, for «*DL 51545 and fronm

November 1, 1987, 1in order to be aonsiatent with the phaaed

payment shcedulc. such refund will be taken as crtdit i
against furture royalty payments. The Division of Mining

will contact you soon to outline this procedures.



Mr* Qoaaph Usibelli, Or. . -3-

Sinaartly,

<Fth m* Brady \
laeioner \
cet Gerald Gallagher, Director
Division of Mining

Xpril

8,

1988



USXBBLLT COAL MINE, INC.
Healy, *Alaska
9 9 7 4 3
5 Pzbnuany 7988
SznaXon Tack Coghill
Alaika State LzgiilaXunz
P.O. Box v (MS 3100)
Junzau, Alaika 99111
Vzan Senator CoghiZl:

Uiibzlli Coal Him Imon.pon.aXzd hoi iilzd Xhz nzcziiany documents wiXh
Xhz VzpanXmznX oi haXunal Rziounczi Xo puniuz a nzdazXion in noyalXy ion.
Xwo pn.odu.cing lzaizl in Xhz HzaLy anza, AVL 20633 and AVL 2754-5. The ionjnai
nzquziX hai bzzn made Xo iZX XhznaXZ pzn Xon aX .29 cznXi .

CunnznX nzgulaXioni, 11 AAC 85,220(b), nzquinz noyalXy bz paid aX Xhz
aate 0i iivz pzncznX oi adjuiXzd gnoii ualuz oi Xhz coat. Thi& ziXimaXz
may bz convznXzd Xo a cznXi pzn. Xon iigunz, which cunnznXly zquaXZi Xo
appnoximaXzly .96 cznXi pzn. Xon. Thii nzpnziznXi a iizablz incnzaiz inom
Xhz ziXabliihzd naXZ oi .05 and.10 cznX pzn. Xon naXz pnzuiouily paid on
Xhz nzipzcXiuz lzaizi.

Thii  change in noyaiXy naXZi, couptzd wiXh an incnzaiz on Xhz
tzaiz nznlai which iwzllzd ~aom one dollan Xo Xhnzz dollani pzn acnz, will
have majon XmpacXi boXh in Xhz ihonX and long Xz/un. Pnicz adjuiXmznXi oi
Xhii magniXudz would Izad Xo an XmmzdiaXZ dzclinz in development, and moit
dziinixzly would Jzopandizz oun cunnznX zxponX contnacX.

A copy oi Xhz oniginal nzquziX Xo Xhz Viviiion oi Uining concznning
Xhii iubjzcX hai bzzn zncloizd. I would bz zxczzdingly gnaXziul ii you would
wnixz Xhz Viviiion VinzcXon, Un. Gznny Gallaghzn, lznding youn iupponX ion

gnanxing Xhz nzducXion in noyalLXy ion Xhziz lzaizi.

Joizph E. DiibzIlli Jn
PRECIVENT

JEUJ:cpb



19 October 1987

Coal Royalty Reduction

Alaska statute 38.05.140(d) establishes the criteria to
be considered in dealing with a request for royalty re—

duction. The law in part states the following. "The
commissioner for the purpose of encouraging the greatest
ultimate recovery of coal ...., and in the interest of con—

servation of natural resources, after public hearing .
may waive, suspend, refund or reduce the rental or minimum
royalty, ...., whenever (1) the commissioner determines that
it is necessary to do so in order to promote development OR

(2) that the lease cannot be successfully operated under 1its
terms."

The companion or implementing regulations located in
11 AAC 82.665 only address the statute as expressed in
section (2), where a lease cannot be successfully operated
within its terms. The aspect of promoting development is
never touched upcn or eluded to by the regulation.

In ieu of the foregoing, the case is pled to the
commissicner outside the requirements found in the regulation
11 AAC 82.665. The request as presented will utilize a

number of administrative file papers dating from 1980 and
1981, when the coal leasing and royalty regulations were
being tampered with.

The first exhibit is a paper titled "Alaska"s Coal
Leasing Program" authored by Laurel A. Murphy of ADNR in

November of 1980. Presented as part of the first paragraph
is the mention of a felt need to reform the State"s coal
management program. The first three pages explore the
inconsistent approach shared between the administration and
the legislature in making changes to the coal program. Pages
four through ten form the ADNR view of thenecessary changes
that will need to be addressed when the drafting of coal

regulations are finally proposed.

In August of 1981 a study group of cabinet level
officials under the direction of then Governor Jay Hammond
issued a report #141 which dealt with the taxation and

royalty sections of the coal regulations. Immediately a
response was issued by Mr. William Noll of Suneel Alaska
Corp. and by an industry group of <coal operators and
leaseholders. Both documents have been included for your

reference.



Coal Royalty Reduction
October 19, 1987
Page 2

Although the coal industry fought the hard fight during
administrative hearings on the royalty issue, the State stood
by their post and adopted the 5% of adjusted gross value
standard. IT we view the study #141 and the response by
industry, only one paper can be claimed prophetic in nature.

A  frustrated attempt was made to compare taxation
policies for coal with that of the oil industry. After the
drop in oil prices the last two years, the elected and the
governed of Alaska quickly realized that revenues generated
by oil production can never be matcned or replaced by another
industry either severally or collectively.

The term "maximum benefit" to Alaskans was a prevalent
theme of the Hammona study, but the position paper of the
industry group differs with the interpretation. Tax dollars

as the benefit versus year round Jjobs was never fully
evaluated.

Alaska is now and will be recognized into the next
century as one of the potential suppliers of large quantities
of coal to the Pacific Rim. However, what must be remembered
is that the fragility of that marketplace is determined by
the product price as delivered at the bussbar.

Usibelli Coal Mine in concert with Suneel Alaska broke a
barrier when the first shipload of coal reached Korea. This
marked the first sub-bituminous coal ever sold in the in—
ternational marketplace. Current royalty increases have
strained this relationship, and dramatic price increases
could 1lead to the contract being cancelled. The same
principle <could also impact present negotiations to supply
coal to Taiwan. Is this a benefit for the Alaskan people?
Loss of jobs both at the mine and port facilities, coupled
with those in support businesses, would be looked upon
unfavorably by a majority.

The issue at hand 1is the same that existed in 1981; too
much too soon. There remains in 1987 one sole producer of
coal in Alaska. Flawed thinking still permeates many minds
of those desiring to compare our taxation policies and other
regulatory requirements with the western United States. The
true facts are that we mine a product of lower quality on a
BTU basis, have much higher cost in compliance with ASMCRA
afld other programs, all which tend to remove us from our
competitive position in world markets. Results of in-state
impacts to Alaskan consumers can"t be discounted either.

The State must make a decision as to what i3 in the
"best interest” of Alaskans. A look in retrospect points to
the fact that the industry has to expand before you seek to
extract revenue from them.



Coal Royalty Reduction
October 19, 1987

Page 3

The facts are plain as they relate to development. If
the current markets are turned away, then development is
surely impacted. Based upon sound and prudent principles, we

seek your intervention inthis request for royalty relief.

Should you desire to discuss this matter further, please
don"t hesitate to contact me.

Sincerely,

Joseph E. Usibelli Jr.
PRESIDENT

JEU:nms



Alaska State Legislature

P.0. BOX V
. State Capitol
Official Business Juneau, Alaska 99811

February 17, 1988

Jerry Gallagher, Director
Division of Mining

Department of Natural Resources
P.0. Box 107016

Anchorage, AK 99510-7016

Dear Mr. Gallagher:

We are writing in support of Usibelli Coal Mine,
Inc."s (UCM) request for a reduction in royalty for their
two producing leases 1in Healy. After reviewing their
request, we believe it has merit.

Current royalty regulations may well have a

detrimental short and long term effect on UCM. Its
export contract could be jeopardized and further
development could decrease. Alaska statute allows the

Commissioner of the Department of Natural Resources to
waive, suspend, refund, or reduce the royalty to promote
development or 1if the Jlease cannot be successfully
operated under 1its terns. The "best interest” of Alaska
is to keep our one existing coal mine producing.

The royalty rate should not be at a level that makes
the product noncompetitive, especially considering the
growth pocential for the business in export markets. At
the level requested by Usibelli, $.29/ton, the product
would be competitively priced in the current marketplace.
Continued de "elopment, foreign and domestic, can take
place and a steady, secure supply of coal for the
Interior would be assured. A reduction means retaining
jobs at the mine, the loading facility, and 1in the
support industry and it means the potential for
additional employment in the coal mining and related
industries.



page two
Mr. Jerry Gallagher
February 17, 1988

Please make our comments part of the hearing
records. Thank you for the opportunity to participate in
this important decision.
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Senate

February 25, 1988

Jerry Gallagher

Director

Division of Mining

Department of Natural Resources
Post Office Box 107016
Anchorage, Alaska 99510-7016

Dear Mr. Gallagher:

The coal industry is an important sector in Alaska“"s
economy. Alaska contains 40 percent of the nation®s known
coal reserves, and yet currently our production accounts
for only 0.2 percent of the total annual U.S. production.

The greatest opportunity for expansion of the coal industry

in Alaska is through export. One of the key factors

impacting the competitiveness of Alaskan coal in international
markets 1is cost.

Current regulations (11 AAC 85.220(b)) require royalty to
be paid at the rate of five percent of adjusted gross value
of the coal, which currently equates to $.96 per ton, and
represents a substantial 1increase from previously
established rates. This royalty increase has negatively
impacted the cost competitiveness of Alaskan coal, and
could have a further detrimental effect on the expansion of
export markets for Alaskan coal.

For these reasons, 1 strongly urge the Department of
Natural Resources to grant Usibelli Coal Mine"s request to
set the royalty rate at $.29 per ton. The gains in
employment and economic activity which will result fronm
this change are definitely in the State®"s best interest,
and are crucial to the further development of the Alaskan
coal and support industries.

The economic future of Alaska depends upon the development
of a strong and diversified private sector. The State of
Alaska absolutely must continue to work as a partner with

out Or SrASiori
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the coal 1industry in order to create more new jobs and
economic activity at a time when the people of Alaska need
it the most.

Sincerely,

Jan Faiks
Senator

cc: Commissioner Brady

JF: dp
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SB 509: "An Act relating to the termination date, members, and
reports of the Alaska Minerals Commission; and providing
for an effective date."

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

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

Many of the commission®"s legislative recommendations have been introduced
in bills during the 1987 and 1988 legislative sessions and many of the
commission®s administrative recommendations have been the subject of
review and adoption by state agencies. The legislative and administra—
tive response to the commission®s recommendations 1is strong evidence that
the commission has taken its statutory directive seriously and responded
effectively.

Alaska®s mineral 1industry has begun a recovery and there 1is enormous
potential for the emergence of a dramatically expanded and productive
mining sector over the next five to ten years: a time when the state"s
economy critically needs growth in its nonpetroleum sectors. The advisory
role of the Alaska Minerals Commission will continue to be valuable to the
Legislature and the administration during this period.

Position: While the department has provided support through personal

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

members.

The Department of Commerce and Economic Development feels the Minerals
Commission has served the state well and supports SB 509 to extend the
commission®s time of service.

J. #&Anthd/ly Smith, Commi"ssvoner
Department of Commerce and
Economic Development

Date

TS/dg11512D
042288a
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Ulasfea &tate lLegtelature

SENATE SPECIAL COMMITTEE
ON OIL AND GAS

SENATOR BETTYE FAHRENKAMP P.O. BOX V
CHAIRMAN JUNEAU, AK 99811
SENATOR JACK COGHILL 19071 465-3834

SENATOR PAUL FISCHER

MEMORANDUWM
TO: Senator Coghill, Chairman
Senate Resources Committee

FROM: Senator Bettye Fahrenkamp, Chairman*"
Senate Special Committee on 0Oil and

RE: SB 510, An Act relating to a ceiling on the state"s
royalty rate on coal leases; and providing for an
effective date.

DATE: April 22, 1988

Thank you for scheduling SB 510.

Current statutes reguire state royalties to be paid for the

privilege of mining or extracting coal. Royalty rates are not
permitted to be set lower than five cents per ton. However, a
maximum rate has not been set. This lack of legislative

direction has allowed the Department of Natural Resources to
establish, by regulation, royalty rates of five percent of
adjusted gross value.

SB 510 would require that the existing methodology of setting

coal royalty rates on a cents per ton basis be maintained, and
would establish a ceiling of thirty cents per ton for all coal
leases.

This kind of stability in setting royalty rates will encourage
continued coal production and development for both foreign and
domestic markets.

Thank you for your consideration.



UNIFIED FAIRBANKS

UNIFIED FAIRBANKS
RESOLUTION URGING RESTRAINT IN LEVYING
INCREASED ROYALTIES ON COAL

WHEREAS, the State of Alaska is proposing to collect royalties
on coalproduced by the Usibelli Coal Mine which represents an increase
from approximately .08 per ton (current average) to 0.98 per ton (an
increase of approximately 12%); and,

WHEREAS, such an increase could be passed along to the Alaska
Railbelt consumer in the form of higher electricity and heating rates; and,

WHEREAS, an increase of this magnitude could price Usibelli coal
out ofthe export markets which have earned for Alaska a total of $78 milion
dollars since exports to South Korea commenced in 1985; and which are
critical to the financial well being of the ARR; and

WHEREAS, the royalty increases are in addition to rental on
acreage, mining license taxes and corporate taxes are paid by Usibelli Coal
Mine to the State of Alaska.

NOW THEREFORE BE IT RESOLVED, that UNIFIED FAIRBANKS
urges restraint in levying royalties on coal produced by Usibelli Coal Mine
at Healy. Royalty rates should be maintained at present levels, especially
in view of the difficult international market conditions.

This resolution was passed at the meeting of Unified Fairbanks on Tuesday,
February 23, 1988.

Sincerely,

UNIFIED FAIRBANKS

Charles P/ Rees, President

CPR:slg:resolution 2-25-88:UFMN2

P.O. Box 60389 Fairbanks. Alaska 99706 * (907) 456-7986
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our economy

ka well into the next century.

I am pleased to hear from
several of my former col—
leagues in the House that

. there is.good deal of interest
butire mUSt OYRICOmE St
Senate,
many of whom led the at—

tempt to create the Capital

Investment Fund in the early

"&s, will add their weight to

the concept. If so, Alaska

b_9 Anchorage Dally News

A proposal to help tufti
e bt a Ct;;iI\/IPASS

The best answer to Alas—
t'ollds VIEW'MOV ouri COMMUNITY

to create a fund which ap—
peared to remr .e the legisla—
tive body 3 mandate to con—
trol the state"s purse strings.

In this recent report, how—
ever, Commonwealth North
has improved®on the earlier
proposals and has |

ka"s economic problem is the
long-term answer. The way to
hold on to the value of our
homes, land and office build—
ings Is to reverse the outflow
of people from the state. Tf
there iswork to do, Alaskans
will do It and others will
come here to help. As these
people arrive, apartments

’at%%sm' ac |7(3]1‘the lack of

fransportation Infrastructure.

North"s Permanent Fund
Committee recommends the
creation of an Alaska Devel —
opment Board and an Alaska
Development Find.

In the early 1980s legisla—
tors wrestled with several

will be rented, homes pur—

chased and offices leased.
Spending state dollars to
create those jobs only ducks a
bullet while the war goes on.

taMWWJto-ou*

variations on this theme, In—

cluding Commonwealth
North § earlier concept of a
Capital Investment Fund and
Gov. Bill Sheffield3 Major
Project Fund. These proposals

The Idea of the Alaska De —

velopment Board is to create
a panel of qualified citizens,
similar to the Permanent
Fund Trustees. This group,
with the help, of a limited

port fecilities the Navy needs
to homeport ships in our
state.«

The board would be direct—
ed by statute to maintain a
statewide perspective and

cal mood in the state, to
approve any or all projects
and determine how to finance
them.

The Alaska Development
Fund, unlike the permanent

could soon have in place a
new idea factory for the kind
of infrastructure projects
which can assist with the de—
velopment of Alaska®s bounti--
ful range of natural resources, "
And the®

I bo naturalf in this manner,
at,%ut we

must overcome the obstacle of

the lack of transportation in—

frastructure.

staff, would research and ex—
amine the feasibility of reve—
nue-generating infrastructure
projects that would foster pri—
vate sector resource develop—
ment.

failed largely because they
were viewed with suspicion
by rural legislators who sup—
posed projects would be main—
ly located near the urban cen—
ters

avoid the legislative proclivi—
ty for horsetrading and pork
barrel decision-making. At
the start of each legislative
session, the board would pres—

fund, need not be an enor—
mous money cache. Financing
for revenue-generating proj—
ects can be found through a
multitude of strategies. By

state can provide real leader—
ship for turning around our-"
economic crisis without med-"*
dling in the marketplace.

We wouldn®"t be selling our
Ssal to Koxfta today without
A la*ka Rjfeiroad. Tmprov-

“* our frurtaSSlimsportation
?Xl%tem Iswhere the state can
That3 why T was pleased
0 ree“ent report
eublished by Cormngnwealth

In reality, the majority of
the direct benefits of these
Investments would be In rural
Alaska where the resources
are. The Red Dog project near
Kotzebue Isa fine example.

Other legislators, both ur—

ban and rural, were hesitant

Projects the board exam—

ined would have to "tave the
capacity to repay the initial
investment made by the state
as well as cover operating and
maintenance oost. Examples
include docks, causeways, rail
extensions and the type ol

ent to the governor and the
legislature several projects
which meet the revenue gen—
erating test.

Once the development
board"s recommendations are
on the table, it will be up to
legislators and the governor,
with their feel for the politi—

the time the Red Dog Mine is
operational and the AIDEA
bonds have been repaid, the

state will have spent a rela—

tively small amount of money
to help encourage a project
which promises to be the
mainstay of the economy for

the northwest region of Alas—

O Jo# Hay## I# former 8p#tkdr
of th« State Houa# of Rapreaen-
unv*t. An engineer and builder,
Hiye# Is a vie# president of
Commonwealth North and chair-
mm of Its Community Education
Commlttea.
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March 9, 1987

MEMORANDUM

To: Members of the Senate Resources Corrmittej
From: Conraittee Staff

Re: SCR 4, "Relating to the management of state sand and gravel
resources.”

This concurrent resolution is a counterpart to SB 71, previously heard
in the resources conraittee and passed out last week.

It asks the governor to direct the Department of Natural Resources to
carry out a program to identify, inventory and set aside long-term
reserves of sand and gravel and set up a management system for the
utilization of the reserves.

As already addressed by the sponsor, there is no intent to tie up the
reserves in perpetuity, but to plan for its usage.

Tho use of the state"s sand and gravel resources has been a continuing
problem around the state. Since there has not been a systematic
approach to its inventory or identification, conflicts have arisen
between private users and the state. For example, seme pits have been
closed to private sale because the state does not know how much is there
and is reluctant to sell because the Department of Transportation may
need gravel in the future.

This problem could be corrected by a management plan which investigates
anticipated needs of the state and the private sector.
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" CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No = ——ceeem-

This would be an ongoing project to be administered by the-Division of
Mining and Geological and Geophysical Surveys.

FY 88 FY 89 FY 90 Fy 91 FY 92
- Civil
Engineer,
PFT 61.2 63.3 65.5 67.8 70.2
Costs for
existing*". ,

PCN 2040

travel to various communities to ascertain needs, currently used sources,
methods of acquisition, and management issues. Travel to Fairbanks,
Anchorage, and Juneau to administer project and interface with other

agencies.
10.0 - 8.0 8.0 8.0 8.0

map and air photo production, printing costs; helicopter and fixed wing
aircraft reconnaissance; drilling and excavation contracts.

30.r 73.7 72.5 72.2 69.3

laboratory and field supplies (sample bags, samplers, etc.)

10.0 5.0 4.0 2.0 2.0
equiDment: resistivity meter with dial recorder (15.0); office furniture

(5.0)  *ves.

20.0 - 0 0 0 0
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IN THE SENATE BY COGHILL

SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act designating certain state land as the

Suntrana Mine Historic Site."
BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 41.35 is amended by adding a new section to read:

Sec. 41.35.041. SUNTRANA MINE HISTORIC SITE. (a) The land
described in (b) of this section is designated as the Suntrana Mine
Historic Site. The land and improvements remaining on the land shall
be managed by the commissioner for the purposes stated in AS 41.35.-
010.

(b) The Suntrana Mine Historic Site consists ofthe following

described state land:

(((Legal Description to Follow)))
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Senat cetf Cormittee

Srn. John ft. (@ad) Coghill. Chairman
Vn. Paul Fischer. Vice—Chairman

Sen. Lloyd Jones

Vn. Arliss Slitrgultvski box V

Sen Jim Duncan xcau. Alaska 99611
. Fr aro )

Sen. Dick Lliason (907) 465-4907

MEMORANDUM

TOr Members of Senate Resource Committee
FROM: Resource Committee Staff

RE: SCR 6; Relating to designation by the governor of Suntrana Mine as
a Historic Site.

DATE: February 14, 1987

Staff sees no problem with this resolution since it 1is supported by
the Department of,NaUj raJL,» SJM-Tces,, the UsiheldJJ-~CoaT Mine, 1Inc., and
we have received rTo~~opposTtTorT"f"rom the residents of Healy.
Enclosed in your bill file are:

1. DNR ™ position paper 1in support;

2. DNR ™ zero (0) fiscal note;

3. letter of support from the Alaska Environmental 4 0bbyr

4. sponsors statement;

5. an article by Leslie Barber, "The Road to Suntrana: A Journey
Back in Time";

6. an article by Catherine Usibelli, "One Alaskan Coal Mine";

7. and copies of Suntrana Mine pictures, 1920"s to 1986.
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DEPAIITMENT OF NATURAL RESOURCES

vr/

OFFICE OF THE COMMISSIONER

February 13, 1987

The Honorable Jack Coghill
Chairman

Senate Resources Committee
P.O. Box V

Juneau, AK 99811

Dear Senator Coghill:

memills..

STEVECOWPER, GOVERNOR

400 WILLOUGHBY AVE.
JUNEAU, ALASKA 99801
PHONE : (907) 465-2400

Subject: SCR 6, which urges that the Suntrana Mine be designated

a historic site.

Position: The department agrees with designation

of the Suntrana

Mine as an historic site, subject to resolution of two

issues.

Explanation: The site does qualify under state law
designation urged in SCR6. A problem
was selected under the Federal Menta

Act of 1956 and as such, any transaction

for the
S
Health Enabling

that the land

affecting the

land's ability to generate revenues would require
action by the Mental Health Trust Commission. In the
event the litigation which led to the establishment of
the Commission is resolved by new legislation involving
a money settlement, this problem would be resolved. A
second issue is that the site would reed to be made
free of any safety hazards and that erosion is suitably

controlled.

Once these issues are resolved, our expectation is that
the site would be managed, through a management agree-

ment supported by fees charged visitors.

"sincerely,

udy Brady
Commissione

cc: Committed Members
Governor's Legislative Liaison

10-J9LH



Alaska Environmental Lobby, Inc

204 N. Franklin Street, Suite 3 Juneau, Alaska 99801 907-586-2345

Senator Jack Coghill February 2, 1987
P.0. Box V
Juneau, Alaska 99811

Dear Senator Coghill,

On behalf of the Alaska Environmental Lobby, we would Ilike to thank
you Tfor introducing Senate Concurrent Resolution Number 6, concerning
designation of Suntrana Mine as a Historic Site. AEL strongly supports
protecting and preserving our cultural, as well as our natural resources.
We"re happy to see your concern for such preservation reflected in
your sponsorship of this resolution. Thank you again and we look

forward to working with you on more land and resource issues.
Sincerely,

Gail Gatton Claire Holland

Executive Director Volunteer, Delta
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MEMORANDUM

TO: Members of the Senate Resources, mmi ttee

FROM: Senator Coghill

RE: SCR 6; Relating to the governor of Suntrana Mine as
a Historic S

DATE: February 14, 1987

SCR 6 makes good public ©policy, it is important to preserve our

heritage.

The trend toward historical preservation of areas of Jland and natural

resources has gained momentum on a national scale over the last

decade. I believe it is 1important to preserve the evidence of the

methods man has employed to develop the public resources, jJjust as it

is important to conserve certain "wild" areas.

This resolution makes good sense 1in three areas.

First, tourism; the Suntrana Mine site is about 30 minutes driving

time from the Denali Park lodge. The site offers the opportunity for

the possible development of a state historic mining equipment museum,
as well as having the notoriety of being Alaska®s first large scale

coal mine site.

Secondly, education; the University of Alaska currently conducts tours

of the site as an example of the way mining used to be done. Without
this type of knowledge it becomes even more difficult to develop new
and innovative mining techniques. There are also wunique geologic

features present, which are also used as teaching tools.



Finally, there 1is heritage, the Suntrana Mine 1is Jlocated on Alaska“"s

only mine which exports «coal to foreign markets. Since it began
operations in the early nineteen hundreds, Suntrana has supplied
energy and jobs for the Alaskan economy. It is my feeling that the

sweat and hard work that built this country 1is every bit as important
for future generations to remember, as 1is the preservation of unique
wildlife habitat. After all, part of our heritage is the history
evidenced by the footsteps of our forefathers.

This resolution asks the governor, to establish the Suntrana Mine as a
remembrance for future generations, Jleast they forget the hard work,
and the people that past before them.

%
FAr these reasons | encourage a do pass recommendation.



Leslie Barber September 26, 1986
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THE HOAD TO SUNTRANA: A JOURNEY BACK IN TIME

by Leslie Barber

Between falling leaves and falling snow, lies a fallow
time of year. The air is too cold for summer activities.
Not enough snow has fallen for winter ones. Time for a
weekend drive to enjoy some of Alaska's history, wildlife
and unique geologic features on one of Alaska's Ilittle-known
scenic, historic roads— the road to Suntrana.

Located just east of Mealy, a two-hour drive from
Fairbanks on the Parks Highway, the Suntrana road is known
as the Mealy Fork cutoff. This well-maintained gravel road
winds through the mountains along Mealy Creek. About six
miles from the highway, the road suddenly crests.

Down below, nestled in a mountain bowl, lie a handful
of weathered frome cabins. A large, oddly-shaped steel

building with an abandoned rail yard dominates the scene.
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Here lies the remains of the 1920s town of Suntrana,
birthplace of Alaska's coal industry and home to Alaska's
coal-mining pioneers. The cabins were coal miners' homes.
The strange steel building, called the "tipple," used to
load coal into train cars.

Thick seams of coal ripple through the sandstone cliffs
above the tipple. Puffs of white smoke drift up from the
cliffs. The smoke :** created by natural, spontaneous
combustion of the coal seams. The local Athabascan Indians
called the cliffs "Suntrana," or "burning hills."

The'winds ofetime +have*—arved the-sandstone/outcrops,
into eerie*castie-like formation's." Giant clinkers-r'fcoal
burned by lightening- of natural combustion—can-be-found
along the road.

Suntrana began in 1922 when Austin "Cap" Lathrop
started the area's first coal mine. 'KemnarTts of old
underground shaft's”are~*still visible 'Iff~the’ ¢cITffs. " On-
trolls novused for- hiking* *horse-drawn sleds*O™nce'Vhauled.
coai-fi'bm the-mine.

Andrew "Sargc" and Jessie Costa spent many years in
Suntrana. Sarge worked on the tipple. AThe 'tipple mas/his-

*baby"," said Jessie,"7commenting on the' quailty"Of'Care~"Sdrge
* devoted to keeping-thc tipple ’In"top'shape.

Jessie still remembers her first day in Suntrana. A
neighbor filled her in on the town gossip. When Sarge come
home from the mine ond heard the "news," he advised her:

"You Just believe what you sec and not what you hear."

By the late 1930's, over 200 people were living in



