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CHAI RVAN JOHN TORGERSON called the joint neeting of the Senate

Resources Standing Conmttee and the House Resources Standing
Committee to order at 12:10 p.m
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M NI NG | NDUSTRY OVERVI EW

CHAl RMVAN TORGERSON announced that menbers would hear the second
annual mning industry briefing.

MR. STEVE BORELL, Al aska M ners Association, said that |ow netal
prices have been the primary driving force for nost of the m nes
and exploration projects in the state. Mny of the small famly
m nes have been idle due to low prices, especially for gold.
However, at the sane tinme, there has been both new and expanded
interest in three exploration areas. First, platinum group
netal s have received significant interest. One of themis the
Denal i Hi ghway Bl ock Platinum Project. Another project north of
Nonme, called Kougarok, is focusing on tantalum a netal used
increasingly in electronic applications. He is aware of at | east
three conpanies that are looking for dianobnds in Al aska and
expl ai ned that nobst geologists say that dianonds don't grow in
Al aska, but that 50 years ago they hadn't found dianonds in the
Nort hwest Territories; however, by the year 2004 they are
projected to outstrip South Africa as the third-I|argest dianond
producer in the world.

CHAI RMAN TORGERSON t hanked him for his comments.

MR TOM IRWN, True North Property, had a ten-m nute Power Poi nt
presentation describing the devel opnent of the Fort Knox project.
He said that 16 Al askan conpani es worked on the access road and
11 Al askan conpanies worked on the bridge, while 22 Al askan
conpanies worked in their shop in Juneau. He said the project
continues to perform exceptionally well, noving 70,000 - 90,000
tons of ore per day, continuing to set daily and yearly records.
Last year they [processed] 411,000 ounces of gold, wth an
exceptional safety and environmental record. He said they are
the nunber-one steady taxpayer in the Fairbanks North Star
Borough, at $3.7 mllion, and their enployees add another $0.3
mllion. H's conpany is working on finding nore ore and will be
investing about $3 nillion this year for exploration. In
addition, they are looking at using their granite as a grave
pr oduct .

SENATOR LINCOLN asked what percentage of their enployees and
conpani es are Al askan.

MR ITRWN replied that they are at 91 percent local hire.

SENATOR LINCOLN asked if they are saving the topsoil for
recl amati on.

MR |IRWN said yes, they put it in a separate pile so it's
accessi bl e.
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CHAI RVAN TORGERSON t hanked M. Irwin for his presentation.

M5. CHARLOTTE MacCAY, Senior Adm nistrator for Environnmental and
Regul atory Affairs, Red Dog Operations, said in July 2001,
Com nco Al aska Ltd. and Tech Resources nerged, and so Red Dog is
now operated by Teck Com nco Al aska. The nerger caused sone
changes in the corporate structure, but there are not many
i npacts at the operation-managenent |evel. Teck Com nco also
owns the Pogo project. She said their general manager, John Key
(ph), noved on to Mnnesota to open up a new mne. Hi s
repl acenent is Bob Jacko (ph), who has extensive experience with
Teck Com nco and arctic mnes, including being general manager of
the Polaris Mne |located north of Baffin Island.

M5. MacCAY said zinc and all netal prices have been down for
2001, with zinc averagi ng $0.35 per pound, a 29-percent decrease

over 2000 prices. This resulted in the loss of $13 million in
the fourth quarter of 2001. Their projected |osses for 2002 w ||
be $30 mllion. There is sone indication that prices should
begin to recover very late in 2002. The stockpiles are going

down, and the need for the netal should start bringing prices
back up.

MS. MacCAY reported that during the past couple of years, Teck
Com nco conpleted two projects increasing their recovery rate and
the quality of their product. They continue to have sone ore
conplexities that need to be addressed, since the ore changes in
different parts of the pit, but anticipate neeting their goal of
1.1 mllion tons of concentrate. In 2002 they will focus on
inproving their <current facilities to becone the best in
production, safety, and environnental perfornmance. Projects such
as the port nodification to facilitate the direct |oading of
vessels through dredging and creating a new port are under
reconsi deration; finances associated with them are difficult to
find at this tine.

M5. MacCAY said they are continuing to evaluate the devel opnent
of natural gas as a replacenent for the diesel they use at Red
Dog, about 15 mllion gallons of diesel per year. They have
found nethane within the shale around the deposit and believe
they can find enough of a deposit to replace the diesel fuel for
t he power house. They still have to evaluate whether that gas
will flow, and need a different kind of drilling test to
determ ne whether the gas will cone out of the fracture in the
shal e and be usabl e. If they can do that, there are sonme cost
benefits, although they are marginal. The biggest benefit is
environnmental , cutting air em ssions approximately in half.

M5. MacCAY noted that environnental activity in 2002 is expected

to continue in the form of studying and addressing dust inpacts
along the road and at the port site. Studies have shown that the
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berries in the area are safe for human consunption, but they
continue to work on dust containnment, especially source
reduction, and will spend another $8 mllion - $10 million there.
She noted they had already spent $4 million in this area.

M5. MacCAY said Teck Cominco wll be developing a revised
reclamati on plan, since the mne has a long |life and they want to
keep up with the tines. They are working on getting the waste
permt that extends to the tailings inpoundnent. When Red Dog
was originally permtted, solid waste regulations were not in
pl ace. She said:

Despite the econom c¢ hardships, Red Dog still remains
the world' s largest zinc mne, with a life of at |east
40 years. We are doing no exploration activity in 2002

at all. However, there is still a lot of potential in
the area, and as soon as the financial situation
i nproves, we anticipate exploration will pick back up.

M5. MacCAY said they are working to bring nore and nore NANA-
rel ated businesses to work as support services at Red Dog. In
cl osi ng, she said:

Being "the world's largest zinc mne" is often quoted,
and it's a sonewhat inpressive phrase, but both Teck
Cominco and NANA believe that our commtnent to the
| ocal community and our successful partnership with the
Native corporation is an acconplishnment that speaks
| ouder and has greater neaning.

12: 25 p.m

MR. KEI TH MARSHALL, General Manager, Greens Creek M ne, showed an
operational and project overview. He said they had a record
production in 2001 of 650,000 tons: 12 percent zinc, 5 percent
| ead, 22 percent silver, and 0.2 percent gold. They had record

| ow operating costs of $75 per ton and a loss of $3.7 million
They were producing as well as they could, but the netal prices
i mpacted their revenues by $9.3 mllion, a 12-percent drop over
t he year.

MR. MARSHALL said they increased production and had to increase
the capacity of their mll, a project that was finished in the
first quarter of this year and cost $6 mllion. They installed a
5-megawatt turbine because with nore throughput, they needed nore
power; that cost $5 million. One of the benefits of the turbine
is that they will reduce their overall noxious em ssions fromthe
operation by 25 - 35 percent, 20 percent nore than the
manuf act urers predi ct ed.
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MR. MARSHALL said the final project for the year is their
tailings expansion of about 20 percent. He said they have a
total of $21 nillion in projects going on. In 2001 they
finalized their solid waste permt with the state, and they are
in the process of securing a $24-nillion reclamation bond. He
pointed out that Greens Creek has the smallest footprint of any
of the operating mnes in Al aska. The conpany thinks that
reclamation is their responsibility and that the bond level is
correct. M. Marshall thanked nenbers for the opportunity to
talk to them

CHAl RMVAN TORCGERSON thanked him for comng and announced that
St eve Denton woul d give an overview for Usibelli Coal M ne.

MR. STEVE DENTQON, General Manager, Usibelli Coal Mne, said he
wanted to talk a little about the regulatory and market
environnments they are in. He showed the committee photos of
their operations. The prelimnary drilling results of their new
Poker Flat |ease indicate they wouldn't have to nove a |ot of
dirt to get to the coal. He praised the D vision of Mning, Land
and Water for doing an excellent job wth permtting and
regul ati on. They don't see "storm clouds on the horizon" in
terms of environnmental regulation, but he "wakes up in a cold
sweat sonetines" about sonme things going at the federal |evel.
He said:

| hope the legislature would kind of keep an eye on
that and give DEC [Departnment of Envi r onnment al
Conservation] the support they need because, quite
frankly, they are going to be in sonme battles with the
federal regulators - try to protect their prinacy as a
state agency, and their ability to govern and nanage
the state's resources, in the way that's better for us
but not necessarily what's good for the rest of the
country. | think DEC is going to need sone help here
in the future.

MR. DENTON said there were concerns |ately about their export
mar ket and remarked, "W have been here before.” He said they
have been at the eleventh hour, shipping the |last of the coal
from the existing contract, and don't have a continuation in
hand. He told nmenbers:

The sinmple fact is that coal prices right now are
t aki ng anot her plunge. The Chi nese are dunping coal on
the market right now.  The prices are going down, and
we can't conpete with that kind of a situation. W are
still talking with the Koreans, trying to get an
extension on the contract. We have four - five nore
nont hs of shipnments renaining on existing contract.
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MR. DENTON said it is a very challenging market at the nonent;
prices are alnost at their all-time low - $1.25 miBtu - a price
that pretty nuch drove everyone out of business in 1999. Then
the price started going up when everyone dropped out. He said:

| want to put the export coal market and the donestic
market in a proper perspective. The United States
right now is a net inporter of coal. '"'m not sure
people are aware of that. W exported approxinmately
13.2 mllion tons of coal |ast year. Usi bel i1 has
exported about 5 - 6 percent of that. So we are a big
part of the U S. steam coal export market. That's not
to say that Usibelli is a big part of the coal
busi ness. It's just that the export market for the
United States is very | ow

By conparison, we inported 24.1 mllion tons, or about
11 mllions nore than we exported. The total U S.
production is over 1 billion tons now. The nessage |
would like to leave with you, | guess, is the one
that's enbodied in this other handout, and that is,
there is a good reason why the United States burns so
much coal: because we have a lot of it, and it's the
cheapest way to nmake electricity.

MR. DENTON showed a chart illustrating that point. He said that
the new intertie that Golden Valley is building runs right by
their property, and he said the |egislature would hear nore from
them in the future about pronoting a power station that would

provi de power for the entire Railbelt. He said this power would
work in the rural areas, also, delivering the power by wire. He
added, "It's clean, it's efficient and it will get you |ow cost
energy."

SENATOR TAYLOR asked hi m about the Healy O ean Coal project.

MR. DENTON replied that they are nostly observers and that there
are a lot of hurdles still to cone. The Trustees for Al aska have
subm tted 27 pages of comments, and there are sone very difficult
things to deal with from the standpoint of re-permtting the
proj ect.

REPRESENTATI VE FATE asked if he was interested in any coal-bed
nmet hane expl orati on.

MR. DENTON replied, "Yes, the coal that we have in the Healy area

is pretty |ow nethane. I"'m not sure what the potential for it
Is.”

JT. H'S RES COW TTEES -7- February 26, 2002



MR. KARL HANNEMAN, Al aska Regi onal Manager, Teck-Pogo, Inc., said
the Pogo project expects to be the next major mne in Al aska
Pogo is about 40 mles northeast of Delta Junction and has a gold
resource of 5.6 mllion ounces |located on state |and about 50
mles from existing infrastructure. The key issues for their
devel opnent are to ensure the integrity of the Good Pasture
Ri ver, which flows nearby, and the nanagenent and mitigation of
access to the project. Their joint-venture partners, Sumtono,
di scovered the deposit in 1994. Teck-Pogo negoti ated and earned
a 40-percent share in 1997, and in 1999 they started underground
expl oration of the deposit. They spent about $70 mllion on the
project, and they hope to build an underground m ne of about
2,500 tons per day, approximately the sane size as G eens Creek
for $250 million in capital costs and with an annual production

of about 400,000 ounces a year or $125 nillion in revenue. He
said it would take 500 enpl oyees a couple of years to build the
mne, and they are projecting a 12-year mne |ife, based on

exi sting research.

MR. HANNEMAN reiterated that one of their Kkey issues is
managenent of access. They have finalized their m |l design and
are about to finish the feasibility study; they recently
resubmtted sonme docunents to the agencies for their review and
are engaged in the EIS and permtting process with federal and
state agencies. He said that to make the project a reality, they
need the road and power line to be permtted; they need a
reasonabl e waste water discharge system to be permtted; they
need a stable tax policy in the context of the mandated borough
formation; they need a schedule that allows them to neet this
next winter's road season, so they can use the winter road; and
they need to pull all this together in the final feasibility
study to denonstrate the project econom cs.

CHAI RVAN TORGERSON asked what the status was of the road permt.

MR. HANNEMAN replied that they have not yet officially applied.
As part of the EIS process, they were asked to get a little
further into the alternative valuation process before they
actually made a permt application.

SENATOR TAYLOR asked if there was sonme interest in shipping the
bul k product into Fort Knox for processing.

MR. HANNEMAN replied that they had | ooked at that conceptually

earlier, but the ore types are quite different, and the mlling
processes in terns of the grinding size and the retention tine
needed to recover the gold are different. The econom cs of

hauling it that far are not good, so it's not sonmething that they
think is viable.

CHAI RVAN TORGERSON qui pped that they should wait a little while
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and they'd have a railroad. He then thanked him for his
comrent s.

MR. DON ARTESI NGER, Vice President, Coeur Alaska, said that Coeur
has been operating in Alaska since 1997, as a subsidiary of Coeur
d' Al ene M nes [ Cor poration], wor ki ng on t he pr oposed
redevel opnent of the Kensington project.

TAPE 02-4, SIDE B

MR. ARTESI NGER pointed out on a map that an area 45 mles past
the end of the Juneau road system was known as the Juneau old
Belt, and at one tine about seven mnes operated in that area.
The Kensington operated off and on until 1935. He said the
project has been permtted twice in the past, but he has only
worked with the one site, which has many challenges including
hi gh precipitation, sone seismc activity, and aval anches. Most
inportant is the <concern of how to deal wth tailings
economcally with [ ow gold prices.

MR. ARTESI NCER said the scenario is to build a 2.5-mle road from
the end of G acier H ghway, past a point where the property is
owned by GColdbelt Incorporated [Native corporation], wth whom
they have a | ease agreenent. The existing road was just nmade an
R S. 2477 last nonth and is now state public right-of-way, and it
is about 5.5 mles |ong. They would build a 6,500-foot tunnel
through to reach the (indisc), and instead of dealing with the
tailings on one side of the project, they would build a pipeline
and deposit themin Slate Lake, which is not an anadronous | ake
and is about 70 feet deep. This would substantially |ower the
cost of the tailings project, from $2.50 a ton to about $.30 a
t on. They would have a containnent dam and go through a
reclamati on process at the end that has environnental
enhancenent s.

MR. ARTESI NGER said that aside from port facilities, the revised
footprint is rnmuch smaller and there is a nuch smaller power
requi renent, reducing capital costs from about $211 mllion to
about $155 million. Fromthe standpoint of |ocal economics, this
project would take about two years to build and 325 construction
wor kers. Coeur has in place local-hire and training conmtnents,
both locally to Southeast as well as to the Native corporations,
wi th sustained enploynent of about 225 jobs or a payroll of $16
mllion per year. The tax base of the Cty and Borough of Juneau
woul d al so benefit. This project has to be re-permtted for the
third time by the Gty and Borough of Juneau. This work is
ongoi ng now, and the conpany has $120 nillion already invested.
They will go ahead with the supplenental environnental i npact
statenent (EIS) to position this project for an investnent
decision if gold prices, which have increased recently, can be
sustained in the neighborhood of above $320 an ounce. Now t he
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price is around $298.

SENATOR TAYLOR asked why the road hadn't been built out to
Cascade Point yet.

MR. ARTESINGER replied that the road had been permtted and
Gol dbelt, the owner, holds the permts, but they haven't been
willing to make that kind of investnent. Coeur hasn't either
until they know the mne is ready to go forward.

CHAI RVAN TORGERSON t hanked hi m and announced the Denali H ghway
Bl ock project would be presented by Bill Ellis of Al aska Earth
Sci ences.

MR BILL ELLIS, Alaska Earth Sciences, said he is a consultant
geol ogi st and has explored this part of the state since the early
1990s. He said the Denali Block has become a very intriguing
pl ati num project. Platinumis now recognized as the green netal,
because of its unique catalytic properties and its inmportance in
t he devel opnent of fuel cell technology. He said:

They truly have a unique position in the world econony,
and because of their industrial and environnental uses,
they will be the netal of the new mllennium..
Prices of platinum have significantly increased in the
| ast year or so, and they are considerably higher than
gol d.

Essentially, platinumgroup netals are very rare in the
wor | d. Econom ¢ concentrations are only in a couple
dozen maj or deposits in the entire world. These occur
in a specific geologic environment that consists of
rocks that cone directly from the mantle. The vast
majority of the world s platinum conmes from southern
Africa at 68 percent, Russia at 12 percent, and only 8
percent from North Anerica. So, it's comng from a
very unstable area, in ny mnd.

MR, ELLIS showed a picture of the Denali Block that is between

Anchor age and Fai r banks. In 1992 there were about 30 clains in
the area - approximately 175 square mles - and by 1999 there
were over 3,000 clainms controlled by essentially three
exploration groups, the |argest being MA N Resour ces

[Northridge Exploration and Fort Knox are the other two].
Explaining his map to the commttee, he said there are over 1,200
state-selected clains in the Denali Bl ock

MR GREG JOHNSON, Vice President, NovaGold Resources Inc., said

they started up in 1998 and are a U. S.-based conpany focused in
Al aska. They believe Alaska is a great place to do exploration.
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In 1999 they acquired the Alaska Gold Conpany, the historic
operating conpany that mned the Nonme and Fairbanks gol dfields
wi th bucket-1ined dredges. They have been buil di ng the business,
making their noney in the Seward Peninsula' s None area, and are
now the |argest producer of sand and gravel in Wstern Al aska,
shi pping material down to the Aleutians and many villages up and
down the coast. They are enthusiastic that they are going to be
able to expand that business and want to becone the major sand-
and-gravel suppliers for the whole Pacific R m They are very
excited about the port expansion project going on at Nonme this
year. They are talking with the state about the next expansion
of that project.

MR. JOHNSON said they are very excited about their Donlin Creek
Project, having just picked it up in a joint venture with Placer
Done, which has been working on the project for the last six
years. Because of the low gold price, Placer Done had nade the
strategic decision that they were going to focus their efforts on
their existing lines, cut back on their exploration, and "joint
venture out" their higher-risk projects.

MR, JOHNSON said NovaGold' s strategy is to go in and focus on the
hi gher-grade, snaller operations, and they had trenendous success
| ast vyear. He showed the commttee an overview photo of the
project. They are |looking at a Fort Knox scal e of around 400, 000
ounces of gold per year. The grade is five tines as high as at
Fort Knox, but it takes additional processing requiring nore
infrastructure and energy. In addition, the area is renote,
since they are up the Kuskokwi m Ri ver from Bethel and Aki ak

MR,  JOHNSON explained that the land is owed by Calista
Corporation and that Kuskokwi m Corporation owns the surface
rights. There is an existing winter-access road to the 42-
square-mle project. They are |ooking at three different access
routes, and the preferred route is on Calista | and, although they
are working with the corporation's desires. He said:

The whol e key with naking this project happen is making
it synergize wth what the Jlong-term regional
devel opnment plans are for the region. The project
cannot fly 100 percent on its own in terns of the
infrastructure and everything that needs to come in for
roads and power. So, it has to fit in the longer-term
vi sion of what the region needs.

MR. JOHNSON reported that the total |ower-grade resource isS now
al nost 23 mllion ounces and that there is 10.6 mllion ounces of
the higher grade, with a production rate of 400 ounces per year.
Construction costs for a snaller-scale project, focused on high-
grade ore, are a $300-mllion to $500-mllion investnent.

JT. H'S RES COW TTEES -11- February 26, 2002



Operating costs would be $50 mllion to $80 million per year,
with 500 to 600 full-tinme enployees. There could be 25 or nore
years of production, wth the opportunity for discovery of
addi tional deposits being very high. The project is supported by
Calista and Kuskokwi m whose sharehol ders are hired - 75 percent
|l ocal hire this year. They have al nost no turnover so far and
have a great workforce.

MR. JOHNSON said the project has significant challenges and

requires creative engineering. They are working with a group
called MRDI, located in Vancouver, British Colunbia, that has
done a lot of the engineering work at Red Dog Pogo and has put 40
other mnes in production in the Arctic. Wrking with their
partner, Placer Done, they are trying to cone up with a creative
solution that makes this project nove forward. In 2001 they
conpleted 24,000 feet of <core drilling costing $3 mllion,
bringing the total investnment in the project so far to $40
mllion.

MR. JOHNSON sai d NovaGol d has conpl eted the resource estinmate and
is working on an econom c scoping study. They are setting up a
canpus this week and plan to begin a $7-million program to do
additional drilling to define the resource and get a better
handl e on total size and grade of the system They are going to
try to do sonme test mning this year and to continue
environnental and baseline studies that they started with Placer
Done, as well as netallurgy testing and engi neering design. He
said they have six years of baseline work already and hope to
begin the feasibility study sonetine in 2002 or 2003, and begin
final permtting in 2003 or 2004. They are hoping, with a rising
gold price, for a 2005 project.

SENATOR W LKEN asked if this was open-pit or bel owground m ning,
and where they would get the power for that size of a m ne.

MR. JOHNSON replied that they would start out open-pit, but |ong-
termthere is a lot very high-grade material, so they would go
underground. It would be very nuch a Fort Knox-scal e operation.
Their operation is |looking at starting small, at 8,000 tons per
day, and scaling up to 20,000 tons per day to get the high grade.
Wth that concept in mnd, they would start with |ocal power
generation onsite or in Cripple Creek. This would be the start
of a regional power grid, potentially with the mne being the
main starting custoner. As they scale up, they would have to
generate additional power. About 25 negawatts woul d be required
in the beginning, and within three to ten years they would scale
up to 50 - 75 negawatts.

SENATOR W LKEN asked what energy woul d be used.
MR. JOHNSON said they are looking at all the options, but right
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now they are |eaning towards onsite diesel. They are open to
possibilities.

CHAI RVAN TORGERSON t hanked them all for com ng down and said this
neeti ng had been very informative.

ADJ QURNVENT
There being no further business before the commttees, the joint

neeting of the Senate Resources Standing Conmittee and the House
Resources Standing Commttee was adjourned at 1:22 p.m
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