April 30, 2013

To: David Navecky
Office of Environmental Analysis
Surface Transportation Board
395 E Street SW
Washington, D.C. 20423-0012

From: Brian Lindamood, Alaska Railroad Corporation

Subject: Port MacKenzie Rail Extension {STB Docket No. FD 35093)
Quarterly Report No. 5, January 2013 through March 2013

This quarterly progress report is submitted in accordance with Mitigation Measure #98 of the November
21, 2011 Surface Transportation Board (STB) final decision (Docket No. FD 35095) authorizing the
Alaska Railroad Corporation (ARRC) to construct and operate approximately 35 miles of new rail line
connecting Port MacKenzie to ARRC’s existing main line near Houston, Alaska. This is the first
quarterly report for 2013, covering the period from January 2013 through March 2013.

PROJECT PROGRESS

Key activities/milestones conducted during the reporting period are summarized below.

General
* ARRC awarded a Construction Administration and Management contract to HDR Alaska, Inc. for
overseeing Segments 2 through 8; Wilson & Company will retain the construction management
oversight for Segment 1 through its completion.
s Maintained a Community Liaison and Project Office in Big Lake, Alaska (Mitigation Measure
No. 57, 65, 81, 90):
CHiff Williams, Community Liaison (Segments 2-8)
David Kabella, Community Liaison (Segment 1)
Port MacKenzie Rail Extension Project
129000 West Creek Frontage Road, Suite 100
Wasilla, Alaska 99623
Phone: 907.892.6000
Email; pmref@akrr.com
» Maintained and updated project website with current information: httpy//www.portmacrail.com/
(Mitigation Measure No. 72)
o The 2012 State of Alaska General Obligation Bonds have been sold; The Port MacKenzie Rail
Extension Project is receiving $30 million in funding as part of the $453.5 million bond package.
This funding will be used for Segment 4 construction.
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On January 23, 2013 the 9™ Circuit Court of Appeals published a final decision on the Alaska
Survival, Sierra Club, and Cock Inlet Keeper vs. STB (Case No. 12-70218) Petition. The petition
for review of the STB’s Record of Decision was denied.

On October 5, 2012, Cook Inlet Keeper, Sierra Club, and Alaska Survival filed a legal challenge in
the U.S. District Court for the District of Alaska against the U.S. Army Corps of Engineers
(USACE) for issuing a Section 404 permit (POA 2007-1586) for the Port MacKenzie Rail
Extension Project. On February 11, 2013 the Alaska District Court published an order denying the
motion for preliminary injunction on construction (Case No. 3:12-¢v-0205-RRB).  Plaintiffs
appealed that order to the 9™ Circuit Court of Appeals, and requested an emergency order enjoining
further project construction while their appeal was pending. The 9" Circuit published a decision on
February 26, 2013 that denied Plaintiffs’ request for an emergency injunction pending appeal. The
merits of the appeal of the district court’s preliminary injunction order are being briefed. The
district court action has been stayed pending resolution of the preliminary injunction appeal.

To date, construction contracts have been awarded for Segments 1, 3, and 6. Construction for those
segments if underway.

An invitation for bid was opened by ARRC on April 9, 2013 for construction of Segment 4.
Acquired all necessary project right-of-way for Segment 1, 3, and 6. Right-of-way negotiations for
Segments 2, 4, and 5 are on-going.

Cultural Resources

As required in the Programmatic Agreement, ARRC submitted a 2012 Annual Report to STB and
SHPO describing Section 106-related activities conducted in 2012, The State Historic Preservation
Office (SHPO) approved the report on February 13, 2013, The 2012 Annual Report has been posted
on the project website.

Conducted a cultural resources training workshop for Segment 1, 3, and 6 construction
supervisors/contractors on March 14, 2013 (Mitigation Measure No. 51).

Received final concurrence from SHPO on Segments 3 and 4 Cultural Resource Survey Reports on
January 22, 2013,

Continued ongoing Section 106 Programmatic Agreement {PA) Working Group meetings with
ARRC, MS8B, Knik Tribal Council and SHPO (Mitigation Measure No. 52)

Permitting (See attached permit list)

-

A Section 404 permit (POA-2007-1586-M1) modification was granted by the USACE on January
28, 2013 allowing ARRC to acquire the permits remaining 16.92 mitigation credits from the Great
Land Trust, an USACE approved in-lieu fee sponsor. ARRC transmitted payment to the Great Land
Trust on January 28, 2013 for the 16.92 mitigation credits. USACE has received the necessary
documentation certifying the proof of payment. The project’s Section 404 permit is valid and is
posted at Segments 1, 3, and 6 (Mitigation Measure No. 4).
The State of Alaska Department of Natural Resources (DNR) issued a public notice on the State of
Alaska Public Notice website from Januvary 22 to February 21, 2013 for review of DNR Land Use
(ADL 227588) permits, DNR Easements, and assorted DNR Authorizations. Upon review of
comments received, DNR has published an Administrative Decision subject to a 20-day appeat
period {htip://aws.state.ak.us/OnlinePublicNotices/Notices/View.aspx 7id=167638). The
Matanuska-Susitna Borough filed an appeal objecting to several specific provisions in DNR’s
Administrative Decision, but otherwise agreeing with DNR’s ruling. ARRC understands that
another appeal has also been filed, but it has not yet been given the opportunity to review that filing.
Final DNR authorization is pending and its status will be updated in the next quarterly report
{Mitigation Measure No. 3).
Coordinated with the DNR. Division of Mining, Land and Water to update Temporary Water Use
Permits for milepost K27.8 and milepost 175 (Teddy Creek) (Mitigation Measure No. 9).
Received a permit modification from the Alaska Department of Fish and Game for a proposed fish
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passage culvert located at milepost K22.2 (Mitigation Measure No. 9, 10, 11).

Received a permit extension to the project’s MSB Flood Hazard Development Permit required for
the bridge crossing of the Little Susitna River (Mitigation Measure No. 8).

Received notification form the State of Alaska Division of Forestry Office that the project is in
compliance with Alaska Division of Forestry — Forest Resources and Practices Act regulations
(Mitigation Measure No. 85).

A helicopter-supported eagle nest survey of the entire project alignment was conducted on March
15,2013, Prior to the survey, ARRC coordinated with the U.S. Fish and Wildlife Service to discuss
the methods used for the survey. No eagle nests were identified (Mitigation Measure No. 36).
Stormt Water Pollution and Prevention Plans for Segments 1, 3, and 6 have been filed with the
Alaska Department of Environmental Conservation (Mitigation Measure No. 2, 24, 53, 70, 80).
Vegetation clearing along Segments 1, 3, and 6 is underway. All clearing activities will be either
completed prior to the U.S. Fish and Wildlife Services bird nesting window (May 1 to July 15) or
postponed until after the bird nesting window (Mitigation Measure No. 35).

Planned activities — Next Reporting Pevied

Award a construction contract for Segment 4.

» Continued construction of Segments 1, 3, and 6.

» Conduct cultural resource surveys for Segment 2.

s Pursue a Section 404 Permit modification that updates the permit to reflect minor design changes
completed after issuance of the initial Section 404 permit.

¢ Firewood collected from clearing activities will be made available to the public through the MSB
Land & Resource Management Division.

¢ An open house for the project is being held on April 24, 2013 to announce construction activities
and provide a general project update for the public. Newspaper advertisements and mailing flyers
have been distributed to announce the event.

* A ground-breaking ceremony for the project is tentatively planned for June 2013.

DISCUSSION

e $25 million for the project is included in the 2013 State of Alaska Capitol Budget. This budget is
pending and subject to review and approval by the Governor. This funding would be used for
Segment 3 construction.

e A binder containing copies of all projects permits is available for public review at the ARRC
General Office Building, 327 West Ship Creek Avenue, Anchorage, AK 99504,

» ARRC’s construction manager, resident engineer, and environmental site officers for Segments 2-8
will be located at the Big Lake Project Office. Segment 1 personnel are located at the Port
MacKenzie Ferry Terminal offices.

SCHEDULE

Segment 1: This 4.7-mile segment begins at the embankment of the Bi-Modal Bulk Facility
and related port trackage and proceeds northwest, crossing under the Chugach Power transmission
lines (where the ARRC right-of-way will begin) to a quarter mile south of Baker Farm Road,
where it turns and heads directly north. It stops shortly after crossing the Baker Farm Creek 3-span
bridge at MP (Milepost) K5.48.

o Bristol Construction Services (Shane Ferrell, Project Manager) is under contract for

Segment 1.
o Construction is underway and proceeding on schedule.
o Approximately 2.1 million cubic yards of material has been moved to date.

Segment 6: This segment begins at Miller’s Reach Road and ties into the ARRC Mainline near
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Houston without crossing the Parks Highway. This connection will facilitate the movement of
trains both northbound and southbound in a Y configuration. Proposed work involves construction
of approximately 1 mile of new track, installation of a new bridge over the Little Susitna River, a
fish passage enhancement project at Teddy Creek, and several drainage structures within the
existing right-of-way.

o Granite Construction (Ira LeSage, Project Manager) is under contract for Segment 6.

o Vegetation clearing is underway and construction activities are proceeding on schedule.

Segment 3: This 6.4-mile segment begins just north of the intersection of Ayrshire Avenue and
Guernsey Road. This segment continues northwest around the northeast end of My Lake, then
curves back northeast, crossing the 5-span bridge at the outflow of Diamond Lake and the
historic Iditarod Trail 3-span bridge. It intersects the lditarod Race Trail 3-span bridge at MP
K17.95, loop northwest and then northeast before heading straight north across the Susitna
Parkway at grade crossing, ending near Papoose Twins
Road.

o Quality Asphalt Paving {Steve Spidal, Project Manager) is under contract for Segment 3,

o Vegetation clearing is underway and construction activities are proceeding on schedule,

Segment 4: This 7.4-mile segment begins at Papoose-Twins Road and continues northeasterly,
ending northeast of Little Horseshoe Lake.

o Invitation to bid opened on April 9, 2013.

o Bid opening scheduled for May 16, 2013
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