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CS FOR HOUSE BILL NO 121(2d RLS)

"An Act relating to consolidating or abolishing certain road
service areas in certain second class boroughs; and providing
for an effective date."

MOVED CSHB 121(2d RLS) QUT OF COW TTEE

CS FOR HOUSE BILL NO 27(FIN)

"An Act relating to an optional exenption from nunicipal
property taxes on certain residences of |aw enforcenent
of ficers.™

HEARD AND HELD
SENATE BI LL NO. 188
"An Act increasing the maxi mum amount of loans from the bulk
fuel revolving loan fund to one borrower."

MOVED CSSB 188( CRA) OUT OF COW TTEE
SENATE BI LL NO. 179
"An Act relating to the taxation of mning property; relating to
contracts approved by nmunicipalities for paynents in lieu of
taxes; and providing for an effective date.™

HEARD AND HELD

PREVI QUS COW TTEE ACTI ON
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BILL: HB 121
SHORT TI TLE: ROAD SERVI CE AREAS: SECOND CLASS BOROUGHS
SPONSCR(s): COMMUNI TY & REG ONAL AFFAI RS

02/ 02/ 05 (H READ THE FI RST TI ME - REFERRALS

02/ 02/ 05 (H) CRA, STA

02/ 15/ 05 (H) CRA AT 8: 00 AM CAPI TOL 124

02/ 15/ 05 (H Heard & Held

02/ 15/ 05 (H) M NUTE( CRA)

02/ 24/ 05 (H) CRA RPT CS(CRA) NT 1DP 5NR

02/ 24/ 05 (H DP: THOWAS;

02/ 24/ 05 (H NR: Cl SSNA, NEUNAN, SALMON, LEDQUX,
OLSON

02/ 24/ 05 (H CRA AT 8: 00 AM CAPI TOL 124

02/ 24/ 05 (H Moved CSHB 121(CRA) Qut of Conmittee

02/ 24/ 05 (H M NUTE( CRA)

03/ 01/ 05 (H STA AT 8: 00 AM CAPI TOL 106

03/ 01/ 05 (H) Heard & Hel d

03/ 01/ 05 (H M NUTE( STA)

03/ 05/ 05 (H) STA AT 9: 30 AM CAPI TOL 106

03/ 05/ 05 (H Moved CSHB 121(CRA) Qut of Conmittee

03/ 05/ 05 (H M NUTE( STA)

03/ 07/ 05 (H) STA RPT CS(CRA) NT 4DP 1NR

03/ 07/ 05 (H DP: LYNN, RAMRAS, GRUENBERG, SEATON;

03/ 07/ 05 (H NR GATTO

03/ 16/ 05 (H) RLS AT 9:00 AM BELTZ 211

03/ 16/ 05 (H Moved CSHB 121(RLS) Qut of Conmittee

03/ 16/ 05 (H M NUTE( RLS)

03/ 17/ 05 (H) RLS RPT CS(RLS) NT 4NR 2AM

03/ 17/ 05 (H NR HARRI S, KOHRI NG COGHI LL, ROKEBERG

03/ 17/ 05 (H AM  KERTTULA, BERKOW TZ

03/ 17/ 05 (H) RETURNED TO RLS COWM TTEE

04/ 04/ 05 (H RLS AT 9: 30 AM FAHRENKAMP 203

04/ 04/ 05 (H -- Meeting Cancel ed --

04/ 13/ 05 (H) RLS AT 8:30 AM CAPI TOL 106

04/ 13/ 05 (H Heard & Held

04/ 13/ 05 (H) M NUTE( RLS)

04/ 20/ 05 (H RLS AT 8:30 AM CAPI TOL 106

04/ 20/ 05 (H Moved CSHB 121(2d RLS) Qut of Conmittee

04/ 20/ 05 (H) M NUTE( RLS)

04/ 21/ 05 (H RLS RPT CS(2D RLS) NT 1DP 5NR

04/ 21/ 05 (H DP: COGHI LL;

04/ 21/ 05 (H NR: KOHRI NG, BERKOW TZ, MCGUI RE,
KERTTULA, ROKEBERG

04/ 21/ 05 (H) RETURNED TO RLS COWM TTEE

04/ 22/ 05 (H TRANSM TTED TO (S)

04/ 22/ 05 (H VERSI ON:  CSHB 121(2D RLS)
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04/ 25/ 05 (S) READ THE FI RST TI ME - REFERRALS

04/ 25/ 05 (S) CRA
04/ 27/ 05 (S) CRA AT 1:30 PM BELTZ 211
BILL: HB 27

SHORT TITLE: MUNI PROP TAX EXEMPTI ON FOR POLI CE HOMES
SPONSOR(s): REPRESENTATI VE(s) CHENAULT, GRUENBERG

01/ 10/ 05 (H PREFI LE RELEASED 12/ 30/ 04

01/ 10/ 05 (H READ THE FI RST Tl ME - REFERRALS
01/ 10/ 05 (H CRA, FIN

02/ 15/ 05 (H CRA AT 8: 00 AM CAPI TOL 124

02/ 15/ 05 (H Heard & Held

02/ 15/ 05 (H M NUTE( CRA)

03/ 22/ 05 (H) CRA RPT CS(CRA) 4DP 3NR

03/ 22/ 05 (H DP: KOTT, Cl SSNA, THOVAS, OLSON;
03/ 22/ 05 (H NR  SALMON, LEDOUX, NEUMAN

03/ 22/ 05 (H) CRA AT 8:00 AM CAPI TOL 124

03/ 22/ 05 (H Moved CSHB 27(CRA) CQut of Committee
03/ 22/ 05 (H M NUTE( CRA)

04/ 13/ 05 (H FIN AT 1:30 PM HOUSE FI NANCE 519
04/ 13/ 05 (H Schedul ed But Not Heard

04/ 14/ 05 (H FIN AT 1:30 PM HOUSE FI NANCE 519
04/ 14/ 05 (H Moved CSHB 27(FIN) Qut of Conmittee
04/ 14/ 05 (H M NUTE( FI N)

04/ 15/ 05 (H) FIN RPT CS(FIN) 3DP 4NR

04/ 15/ 05 (H DP: CROFT, FOSTER, CHENAULT,;

04/ 15/ 05 (H NR HAWKER, STOLTZE, KELLY, MEYER
04/ 18/ 05 (H TRANSM TTED TO (S)

04/ 18/ 05 (H VERSI ON:  CSHB 27(FIN)

04/ 19/ 05 (S READ THE FI RST Tl ME - REFERRALS
04/ 19/ 05 (S) CRA, FIN

04/ 27/ 05 (S) CRA AT 1:30 PM BELTZ 211

BILL: SB 188
SHORT TI TLE. BULK FUEL REVOLVI NG LOAN FUND CAP
SPONSOR(s): SENATOR(s) OLSON

04/ 22/ 05 (S) READ THE FIRST TIME - REFERRALS
04/ 22/ 05 (S) CRA, FIN
04/ 27/ 05 (S) CRA AT 1:30 PM BELTZ 211

BILL: SB 179
SHORT TITLE: M NERALS TAX/ PAYMENTS TO MUNIS I N LI EU
SPONSOR(s): SENATOR(s) THERRI AULT

04/ 18/ 05 (S) READ THE FI RST TI ME - REFERRALS
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04/ 18/ 05 (S) CRA, FIN

04/ 18/ 05 (S) CRA AT 2:00 PM BELTZ 211
04/ 18/ 05 (S) Heard & Hel d

04/ 18/ 05 (S) M NUTE( CRA)

04/ 22/ 05 (S) CRA AT 1:30 PM BELTZ 211
04/ 22/ 05 (S) Heard & Hel d

04/ 22/ 05 (S) M NUTE( CRA)

W TNESS REG STER

Kaci Schroeder

Aide to Representative Bill Thomas, Jr.
Al aska State Capitol

Juneau, AK 99801-1182

PCOSI TI ON STATEMENT: I ntroduced HB 121

Representative Max Gruenberg

Al aska State Capitol

Juneau, AK 99801-1182

PCSI TI ON STATEMENT:  Sponsor HB 27

Steve Van Sant, State Assessor

Departnent of Comrerce, Community & Econom c Devel opnent
PO Box 110800

Juneau, AK 99811-0800

POSI TI ON STATEMENT: Avai l abl e for questions on HB 27

Chi ef Walt Monegan

Muni ci pality of Anchorage

Anchor age Pol i ce Depart nent

P. 0. Box 196650

Anchor age, AK 99519

POSI TI ON STATEMENT:  Supported HB 27

Sergeant M ke Couturier, Representative
Anchor age Pol i ce Depart nent

Enpl oyee Associ ati on ( APDEA)

POSI TI ON STATEMENT:  Supported HB 27

Senat or Donal d d son

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT:  Sponsor SB 188

Nel s Ander son
D | I'i ngham resi dent
POSI TI ON STATEMENT:  Spoke in support of CSSB 188
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JimMMIlan, Deputy Director, Credit & Business Devel opnent
Al aska | ndustrial Devel opnent and
Export Authority and Al aska Energy
Aut hority (AIDEA) and Al aska Energy Authority (AEA)
813 W Northern Lights Bl vd.
Anchor age, AK 99503
POSI TI ON STATEMENT:  Supported SB 188

Janmes Fueg

Techni cal and Perm tting Coordinator for Donlin Creek

Pl acer Done M ni ng Conpany

PCOSI TI ON STATEMENT: (Gave a presentation on Donlin Creek Project

ACTI ON NARRATI VE

CHAIR GARY STEVENS called the Senate Community and Regional
Affairs Standing Commttee neeting to order at 1:33:35 PM
Present were Senators Stedman, Ellis and Chair Gary Stevens.
Senat or Kookesh arrived at 1:33:55 and Senator Wagoner arrived
during the course of the neeting.

CSHB 121(2d RLS)- ROAD SERVI CE AREAS: SECOND CLASS BOROUGHS

CHAI R GARY STEVENS announced HB 121 to be up for consideration
He advised that it is the conmpanion bill to SB 114, which the
commttee heard three tinmes previously.

1: 33: 55 PM

KACI SCHROEDER, Legislative Aide to Representative Bill Thonas,
Jr., said she was aware that the commttee was famliar with the
bill, but she would highlight the changes nade in the House.

The House added three required criteria before a borough
assenbly may take action to abolish or consolidate a service
ar ea.
e Taxes haven't been levied for 12 nonths and there is
no bal ance in the account to pay for road services
 The road service area board has not nmet wth a
quorumin the last 12 nonths
* No road maintenance contracts are in existence or if
they are, they fail to provide m ninmum road standards to
protect the borough fromcivil liabilities.

1: 35: 35 PM
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CHAIR GARY STEVENS ascertained there were no questions or
comments. He noted the zero fiscal note from the Departnent of
Commerce, Community and Econom c Devel opnent (DCCED) then asked
for a notion.

1: 36: 07 PM

SENATOR STEDMAN notioned to report CSHB 121(2d RLS) and attached
fiscal note from commttee wth individual reconmendations.
There being no objection, it was so ordered.

CSHB 27(FIN) - MUNl PROP TAX EXEMPTI ON FOR PCLI CE HOVES

CHAI R GARY STEVENS announced HB 27 to be the next order of
busi ness.

1:36: 57 PM

REPRESENTATI VE GRUENBERG, Co- Sponsor, said the purpose of HB 27
is to encourage | aw enforcenent officers to purchase and live in
honmes in certain areas of a nunicipality that are in need of
nore police protection.

The bill gives municipalities the option to enact an ordinance
to exenpt up to $150,000 of assessed valuation on a prinmary
per manent residence of a |law enforcenent officer who lives in an
area the municipality recognizes as high crine. He clarified
that municipalities may not enact such an ordinance wthout
passing this type of |egislation.

REPRESENTATI VE GRUENBERG defined an eligible area as "either a
weed and seed program a renaissance or, alternatively as an
area that has a higher occurrence of crine than a municipality
as a whole. O it could neet both A and B."

He said co-sponsor, Representative Chenault believes this
| egi sl ati on woul d be hel pful in N kiski and he believes it would
be hel pful in parts of Anchorage.

1: 39: 08 PM

CHAIR GARY STEVENS asked if it's true that this isn't an
obligation; it's an opportunity for a nunicipality.

REPRESENTATI VE GRUENBERG agr eed.
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SENATOR BERT STEDMAN questioned why this couldn't be handl ed at
a local |evel.

REPRESENTATI VE GRUENBERG replied it can, but under AS 29.45.050
an enabling state law is required.

SENATOR STEDMAN asked if there is a reason that firefighters
aren't included.

REPRESENTATI VE GRUENBERG replied that would be a good idea.
Currently volunteer firefighters and EMS personnel have a
$10, 000 exenption under another provision.

SENATOR STEDVAN said he was referring to fulltine paid rather
than volunteer firefighters.

REPRESENTATI VE GRUENBERG said he wasn't sure it would help as
much to have a firefighter on the block as a policeperson, but
he wouldn't have a problem with including firefighters if it
woul d hel p keep crinme down.

1: 42: 09 PM

SENATOR THOVAS WAGONER asked for an expl anation of the statenent
that two or nore individuals are eligible for an exenption on
the sanme property.

REPRESENTATI VE GRUENBERG expl ained that particular |anguage was
taken from the subsection dealing with volunteer firefighters.
The idea is that the exenpted valuation wouldn't be nore than
$300,000 for a single property. This would accommbdate the
instances in which one |law enforcenent officer marries another
but wouldn't extend to nmultiple famly menbers that are in |aw
enforcenent or groups of officers going together to buy a single
resi dence.

CHAI R GARY STEVENS asked if this would apply only to actively
enpl oyed | aw enforcenent officers.

REPRESENTATI VE GRUENBERG said the intent is to cover just the
actively enployed, but the municipal ordinance would address the
particul ars.

CHAI R GARY STEVENS noted M. Van Sant, the state assessor, was
avai l abl e for questions.
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CH EF WALT MONEGAN, Anchorage Police Departnent (APD), spoke in
support of HB 27. Over the years several different housing
incentives have been offered and about 12 APD nenbers have
participated. That indicates that the proposal has nerit, he
sai d.

He supports the  bill because nei ghborhoods feel safer;
nei ghborhoods get to know the resident officer; officers are
remnded that they are citizens in the comunity; and they
provide positive role nodels for youth. Certainly, the program
would aid in officer recruitnent and retention. Finally, he said
he supports including firefighters in the bill

1:49: 31 PM

SENATOR WAGONER questi oned whet her police officers were aware of
the bill.

CH EF MONEGAN replied sone are and the union representatives
keep nmenbers inforned as wel |.

SENATOR WAGONER asked if he'd gotten any feedback.

CHI EF MONEGAN replied officers are waiting to see whether the
program becones avail abl e.

SENATOR JOHNNY ELLIS stated support for the bill and said he
represented some of the | owinconme high-crinme areas in Anchorage
and he knows that if cops make a decent salary and live in nore
af fl uent nei ghborhoods it fosters bad feelings. Hopefully this
wi |l encourage folks that could afford to live in better areas
to nove into less affluent areas because that would help to
i nprove those nei ghbor hoods.

CH EF MONEGAN said when neighborhoods benefit there is an
operational benefit for the departnent in that crine goes down.
It's a plus to see neighborhoods change conplexion for the
better, he said.

1: 53:17 PM

SERGEANT M KE COUTURI ER, Represent ati ve, Anchorage Police
Depart nent Enpl oyee Association (APDEA), stated that t he
association supports HB 27. Hi's job includes recruitnment and
retention and this wll be a distinct aid in attracting
applicants. Mre than likely, he said, the primary use wll cone
from officers that are attracted from out of state. The
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association has the information on its web site and nenbers have
al ready shown interest in the idea.

CHAI R GARY STEVENS recapped this would be at the option of the
| ocal governnment and it could exenpt city police departnents and
state troopers. He asked if that was Sergeant Couturier's
under st andi ng.

SERGEANT COUTURI ER sai d yes.

CHAI R GARY STEVENS observed that the conmments had been positive.
He was asked to hold the bill to review several issues, but it
woul d be dealt with quickly at the next hearing. CSHB 27(FIN)
was held in committee.

SB 188- BULK FUEL REVOLVI NG LOAN FUND CAP

1: 58: 23 PM

SENATOR DONALD  OLSON, Sponsor, paraphrased the sponsor
st at enent :

| introduced SB 188 at the urging of nenbers of the
Governor's Rural Energy Action Council. The council's
April 15 report has many recommendations to help rural
comunities contend wth rapidly escalating energy

costs.
SB 188 is one of their recomendations that, if
enacted this session, will allow comunities to offset

rising fuel costs wth Jlarge purchase econom es
achieved through the bulk fuel loan program This is
particularly of concern for those communities that are
ice bound during the winter and depend on just one or
two | arge shipnments to supply their fuel needs for the
entire year

Currently, the bulk fuel |oan program has a maxinmum
| oan of $300,000 that any one borrower may take in a
fiscal year. The effect of this cap during tinmes of
high fuel prices is to reduce the maxi num anount of
fuel that may be purchased. The bill wll counteract
this effect by increasing the cap to $650,000 for
cooperative organizations that are purchasing bulk
fuel for nore than one community. The |arger purchase
for multiple communities should result in a |ower per
unit price for all users.
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The enactnment of SB 188 wll directly affect this
fall's bulk fuel purchase for nost of rural Al aska.
The bill is tinely and needed.

2:01:39 PM
CHAI R GARY STEVENS asked for a notion to adopt the CS.

SENATOR WAGONER notioned to adopt CSSB 188 \F version as the
wor ki ng docunent. There being no objection, it was so ordered.

SENATOR OLSON explained there are two significant changes from
the original bill.

1. It includes electric utility cooperatives as a cooperative
corporation that may wuse the loan fund for nmultiple
community fuel purchases.

2. It provides a nore flexible |oan cap increase for nultiple
comunity fuel purchases - "may not exceed $300,000
mul tiplied by the nunber of conmmunities on whose behal f the
bulk fuel is to be purchased, or $1,000,000, whichever is
greater;"

2:03:49 PM

SENATOR BERT STEDVMAN asked if the CS is applicable to
comunities with good credit.

SENATOR OLSON replied that's true; comrunities that place high

regard on bill paying and good credit should be rewarded and
should be able to get needed fuel. Wthout this cap conmunities
wWill run short of fuel during the winter and it would need to be

flown in, which would boost fuel costs dramatically. He said
it's inperative to give communities the benefit of the doubt so
they won't run short during the winter.

NELS ANDERSON, Dillingham resident, testified that the bil
woul d help cooperative purchasing, which is a goal REAC has
established. Legislation that helps to bring down the cost of
fuel for small conmunities across the state is good |egislation.
He encouraged nenbers to support CSSB 188.

2:07:18 PM

JIM MCM LLAN, Deputy Director of Credit & Business Devel opnent,
Al aska Industrial Devel opnment and Export Authority and Al aska
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Energy (AIDEA) and Alaska Energy Association (AEA), stated
support for SB 188. Formi ng cooperatives may help reduce the
cost of bulk fuel purchases for rural communities. The change
will allow a borrower that is a cooperative formed under AS
10.15 or an electric cooperative organized under AS 10.25 to
borrow nore than the current $300,000 limt. This is a step in
the right direction, he said.

CHAIR GARY STEVENS noted there were no questions or further
testinony. He asked for a notion.

SENATOR WAGONER notioned to report CSSB 188(CRA), \F version
and attached fiscal notes from conmttee wth individual
reconmendati ons. There being no objection, it was so ordered.

SB 179- M NERALS TAX/ PAYMENTS TO MUNIS I N LI EU

CHAI R GARY STEVENS announced the commttee would hear a Donlin
Creek Project update that relates to SB 179.

JAMES FUEG Technical and Permitting Coordinator for the Donlin
Creek joint venture, gave a review of the Placer Dome mning
conpany and an overview of the project. He said he would touch
on the highlights of a |arger presentation.

2:10: 54 PM

Page 2

Proj ect Location
The Donlin Creek project is located about 12 mles north of the
village of Crooked Creek and 180 mles up the Kuskoquim River
from Bethel. The location is renote and all materials are
supplied by air transportation. |If the mne goes forward, all
supplies for construction would be barged up river to a point
about five mles from the mne. The conpany would construct a
road to transport goods the final five mles to the mne site.
Page 3
Donlin Creek Joint Venture

* Placer Donme Managi ng Joint Venture Partner
* Nova Cold Resources Joint Venture Partner
e Calista Regional Corporation is the subsurface estate owner
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* The Kuskokwi m  Cor poration - t he regi onal vill age
corporation - owns the surface estate

Pl acer Done has been in the area for ten years and has a strong
| ocal hire history. Currently 50-70 people are on site, but the
nunber varies depending on what's going on. Typically 65-80
percent of the people in the canp are fromthe |ocal area. A |ot
of professional staff cones from Alaska and a local charter
conpany transports personnel to and fromthe site.

2:12: 51 PM
Page 10
Current Resource Estinmate:

Wrk began in 1995 and expenditures to date are on the order of
$58 mllion. O that, Placer Donme has spent about $45 nmillion
and Nova Gold Resources has spent about $10 million. The budget
for 2005 is about $11.5 mllion. The payroll directed to
shareholders in the area for the Mnth of Mirch was about
$180, 000.

In spite of the anpbunt of tine and noney already spent the
conpany is still several years and mllions of dollars from
making a final determ nation on whether or not to go ahead with
t he project.

As it stands now the total resource anobunts to about 25 mllion
ounces of gold of which 11 mllion ounces is neasured and
indicated and 14 mllion ounces is inferred. Masured and
indicated is a reflection of the neasure of confidence that is
needed to be able to do a pre-feasibility study. Not all of the

25 mllion ounces wll necessarily be mned. The decision is
driven by economcs that will evolve as the studies advance and
as the mne advances - if indeed it does goes forward.

2:14: 43 PM

Page 12

Primary |ssues:

There are three mmjor issues upon which the project rests and
they are power, linme and | ogistics.
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. Power: About 80 negawatts will be produced on site wth
di esel generation plants with an anticipated 40 percent w nd power

of f set.

. Lime: A lowgrade linme resource has been identified

the region of the deposit and is being drilled out to determne

whether it will neet the requirenents.
. Logistics: Up to 250,000 tons of consunables

would be required for operation. It wuld be barged

per
up

Kuskogquim River to a port location then over to Donlin Creek.

Page 13

Power - Potential Solution

e Current Plans require 80 MW Peak Load, 70 MW Average
(30k tons per day mll)

» Evaluated nore than 10 options

* On site generation using diesel is current focus

e Potential to supplenent with wi nd generation

* Wnd option requires data collection for
val i dati on
* (bjective - offset ~40% of fuel requirenent

Page 15

Logi stics and Infrastructure

Annual consumabl es (30,000 tons per day mll)

» Ceneral Consunabl es 50, 000 tons
e Fuel (no wi nd generation) 140, 000 tons
e Line (assunmes on site CCE) 20, 000 tons

Barge materials up the Kuskokwi m Ri ver

Port | ocation at Jungjuk Creek

Al'l weather road to Donlin Creek

Construct a new 6,000 foot airstrip near Donlin Creek

Page 16

Prelimnary Process Qutline

« Conventional open pit
e 2 pits (ACMA, Lew s)
e Track and shovel m ning
e Evaluating 30,000 and 40,000 tons per day scenari os
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 Logistical Supports
e Grade control/dilution issues
e Three stage crushing and primary ball mlling

* Floatation/Pressure oxidation mll - This process cooks the
refracted ore out of the sulfide in giant pressure cookers,
which is why so nmuch power is needed for the operation.

« Conventional tailings
2:16: 54 PM
Page 17
Infrastructure

If the project noves ahead, approximately 25 mles of road woul d
be constructed from the river to the site. A port and |aydown
area would be constructed at Jungjuk Creek as well as a 6,000
foot surfaced runway to fly personnel and equi pnent in and out.
The conpany will build all facilities associated with power
generation, including fuel storage and transm ssion |ines, which
anounts to a significant part of the project.

2:17:34 PM
Page 18

Envi ronnment al studi es have been ongoing including nore than just
the project area itself. The entire access corridor up the
Kuskogqui m River down to the shores of the Kuskoqui m Bay nust be
considered and evaluated to ensure that the project can be done
in an environnmental |y sound manner.

2:17:59 PM
Page 20

Proj ect Description

e 30,000 to 40,000 ton per day m |l operation

e Wiste rock and initial tailings deposited in Anmerican
Vall ey where the deposit is located. Later tailings may be
deposited in Anaconda Valley if the first is filled.

e Supplies barged up Kuskokwim River to port at Jungjuk Creek
e Power provided by onsite diesel supplenented by w nd
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Based on current estinates, the direct costs of the project are
in the neighborhood of $1 billion. That is the cost of

pur chasi ng equi pnent , constructing bui | di ngs, bui | di ng
infrastructure. It doesn't include construction overhead so the
total cost will be significantly nore than $1 billion

This is a large project with large scope and he specul ated that
if the project goes ahead, it would be the biggest private
industry project in Alaska after the pipeline. This is in an
area that would stand to benefit trenmendously fromthe project.

Because of the renote location and the difficult nature of the
entire process, the capital investnent would be huge. Therefore
a sound wunderstanding of the process, and a well defined
economc nodel is necessary so the board can neke a final
determ nation and get financing for the project.

Currently, one of the biggest unknowns in the econom c nodel is
the element of Jlocal taxation. This is why SB 179 is so
inportant to Donlin Creek and any simlar projects in the
future.

MR FUEG concl uded:

It's not an issue of us wanting to bypass the | ocal
community. W recognize the concerns about inposing
agreenents on local comunities and we certainly
respect and share your concern about all these issues.
What we are doing, is asking for sonme nechani sm that
we can use to negotiate and develop a tax certainty
that we're going to need to nove this project forward.

CHAI R GARY STEVENS asked how many personnel are required now and
during full operation.

MR. FUEG replied during the sunmer between 40 and 60 people
would be enployed on any given day. During construction the
estimate is for about 600 people for about two years. Depending
on final size, between 350 and 400 people would be enployed
during operation.

CHAI R GARY STEVENS asked what happens to the ore when it |eaves
the site.

MR, FUEG clarified this is strictly a gold mne. Gold bars woul d
be nol ded on-site and the finished product would be flown out.
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2:22:12 PM
SENATOR STEDMAN asked where the crew would cone from

MR. FUEG replied the conpany would hire locally to the extent
possible and transportation would be simlar to what's done at
the Red Dog. Flights would go to and from Anchorage and smaller
charter aircraft would provide transportation to and from the
various local villages. The rotation would likely be two weeks
on and two weeks off. The mne would run 24 hours a day 365 days
a year.

SENATOR STEDMAN asked about recl amati on.

MR, FUEG said a reclamation plan is in progress. Although they
can't leave things the way they were before mning began, they
don't intend to | eave i ssues behind once the m ne has noved on.

SENATOR STEDMAN asked for the estimated lifespan of the mne
once it's operational.

MR. FUEG replied it depends on the mll size that is settled on
and the percentage of the reserves that can actually be m ned.
The nunber they are using currently is 15 years, but it's worth
noting that mnes typically run longer than the origina
estimated life.

SENATOR WAGONER noted the concern associated with capping the
mllage rate and whether 6 mlls would be sufficient if the area
were to incorporate.

MR. FUEG said he could only speak to Donlin Creek as a Pl acer
Done representative. That being said, $1 billion in direct
capital cost translates to $1 million per mll. That would give
the newy organized, rural, governnent a $2 nmllion operating
budget. Assumng the area goes wth the nodel borough, the
Kuspuk School District has about 1,500 people. Looking at other
rural boroughs in the state, that anmount is nore than in line
with the typical budgets.

SENATOR WAGONER remar ked corporate and other taxes would anount
to another 9 or 10 percent.

MR. FUEG said in addition to corporate and mning |icense taxes

there is a royalty conponent that wuld go to Calista
Cor por at i on.
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CHAI R GARY STEVENS asked for sonme background information on the
conpany.

MR. FUEG expl ained that Placer Done is an international mning
conpany headquartered in Vancouver, Canada. Currently the
conpany enploys 18,000 people in mnes that are scattered from
Africa, Indonesia, and Australia to North and South Anerica. The
conpany operates several mnes in Nevada and one in Montana.
Donlin Creek would be the only mne in Al aska.

Pl acer Donme has a history of building mnes in undevel oped areas
such as Donlin Creek. The mne in Indonesia and the Miussel Wite
Mne in northern Canada are probably the nost simlar to Donlin
Creek and are located in conpletely undevel oped areas.

Pl acer Done has a history of working successfully with Native
people in renbte nmne areas and a philosophical cornerstone of
doing business is their sustainability policy. They | ook at what
woul d be |l eft behind and what the |ong-term benefits would be to
the community. They recognize that mning isn't a renewable
resource so it's a corporate policy requirenent to |eave behind
sonething positive. Typically that takes the form of a nore
skilled and nore highly educated workf orce.

Pl acer Done produces about 4 mllion ounces of gold a year plus
several hundred thousand tons of copper. Currently they have
three large projects at a simlar stage of devel opnment as Donlin
Creek. One is in Chili, one is in the Dom nican Republic and the
third is Donlin Creek.

2: 30: 37 PM

CHAI R GARY STEVENS questioned how far the mne site is from
Bet hel .

MR FUEG replied it's about 180 ml|es away. The closest comrunity
of any size is Aniak and the closest town is Crooked Creek,
which is 12 mles south.

2:31:10 PM

SENATOR WAGONER asked if he thought the m |l rate is excessive.
MR. FUEG said the conpany was hoping for sonething a little
| ower and they are still evaluating the effect. Certainly it is

a burden to the project, but they recognize their responsibility
to the local community. As a conpany they' ve taken a neutra
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position on borough formation in the area. They want to neet
their commtnent in terns of education and if a borough forns
they would like to contribute their fair share to the operating
costs of the borough while recognizing that they would draw no
servi ces.

SB 179.was held in conmttee.
2:32: 34 PM

There being no further business to conme before the conmttee
Chair Gary Stevens adjourned the neeting at 2:32:44 PM
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