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ALASKA M NERS ASSOCI ATI ON  PRESENTATION:  UPDATE ON M NNG IN
ALASKA

PREVI QUS COW TTEE ACTI ON
No previous action to record
W TNESS REGQ STER

M KE SATRE, Executive Director

Counci | of Trade Producers

Juneau, Al aska

PCSI TI ON STATEMENT: Presented a Power Point presentation on the
Al aska M ners Association, Inc. Presentation: Update on M ning
in Al aska.

FRED PARADY, CSP; Executive Director

Al aska M ners Associ ation, |nc.

Anchor age, Al aska

POSI TI ON  STATEMENT: Testified during the Alaska Mners
Association, Inc. presentation and update on mning in Al aska.

JIM CALVIN, Principal

McDowel | Group

Juneau, Al aska

PCSI TI ON  STATEMENT: Testified during the Alaska Mners
Association Inc. presentation and update on mning in Al aska.

ACTI ON NARRATI VE

12: 03: 31 PM

CO CHAIR PAUL SEATON called the joint neeting of the House and
Senate Resources Standing Committees to order at 12:03 p.m
Present at the call to order from the House Resources Standing
Conmittee were Representatives P. WIson, Feige and Seaton.

Representati ves Kawasaki, Herron, and Foster arrived as the
meeting was in progress. Present from the Senate Resources
Standing Conmttee were Senator \agoner. Senators French,

McGQuire, and Paskvan arrived as the neeting was in progress.
Representative Kerttula and Senator Gessel were also in
at t endance.

ALASKA M NERS ASSOCI ATI ON PRESENTATI ON:  UPDATE ON M NI NG | N
ALASKA

12: 04: 04 PM
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CO CHAI R SEATON announced that the only order of business would
be the Alaska M ners Association Presentation: Update on M ning
in Al aska.

12: 05: 00 PM

M KE SATRE, Executive Director, Council of Trade Producers,
i ntroduced hinself. He explained the Council of Trade Producers
is a nonprofit organization that represents the |large netal
m nes and m ne devel opnental projects in Al aska. He i ntroduced
Fred Parady as the new director of the Alaska Mners
Associ ation, 1nc.

12: 05: 38 PM

MR. SATRE provided a brief explanation of today's PowerPoint
presentation, including that he wll cover the mlestones for
2011 within the mning industry in Alaska, followed by nore
detailed presentations by the Alaska Mners Association, |Inc.
and the McDowel | G oup.

MR. SATRE began his PowerPoint Presentation by explaining that
one of the nodels of the Al aska producers is the Mning Wrks
for Alaska 2011 [slide 1], which wll be discussed in nore
detail by Jim Calvin, MDowell G oup. He reported that Al aska
has seven producing large mnes and 30 exploration projects,
whi ch alone spend nore than $1 mllion a year wthin Al aska.
Mning leads to over 4,500 direct mning jobs with an average
salary of $100, 000. He remarked that mning absolutely works
for Al aska.

MR. SATRE referred to a map of mning activity in Alaska [slide
2]. He briefly identified the Ilocation of mgjor mnes,
including the Red Dog Mne in Northwest Alaska, which is a
partnership between the Northwest Arctic Borough and NANA
Corporation; the Fort Knox gold Mne - an open pit operation -
| ocated outside Fairbanks; the Pogo Project - an underground
gold mne - located outside of Delta Junction.; the Usibelli
Coal Mne |ocated near Healy; and the N xon Fork Mne that just
re-started its operations in 2011 west of Denali Park. He
directed nenbers to Southeast Al aska, which he indicated is
rapidly becom ng the center of underground hard-rock mning in
Al aska. The Kensington Gold Mne lies just north of Juneau and
Greens Creek silver, zinc, gold, and lead mne is l|ocated on
Admralty Island, just south of town.
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12: 08: 09 PM

MR. SATRE identified mnes in terns of nmajor exploration and
devel opnent including the Livengood operation north of

Fai rbanks, the Donlin Creek Gold operation on the Kuskokw m
Ri ver, the Pebble Project in Southwest Alaska, the Chuitna Coal

Project in Cook Inlet, and the Wshbone H Il project in the
Mat anuska- Susi t na ar ea. Finally, he noted the N black Project,

which is an underground copper and zinc devel opnental project

out si de Ket chi kan.

MR. SATRE turned to the 2011 operational mlestones, noting that
Red Dog Mne invested a significant anount of noney to inprove
energy efficient mlls that allow for higher recovery of zinc
and nore efficient production [slide 3]. Additionally, the Fort
Knox mne reached a major mlestone of producing over 5 mllion
ounces of gold during the mne |life and expanding the mne's
life by permtting a heap leach facility. The Pogo gold mne
continues to invest in its future by enhancing the capital
infrastructure and in significant efforts to explore and define
potential new ore resources and reserves.

MR. SATRE reported that the Usibelli Coal Mne, Inc. announced
record exports of coal in 2011 of over one mllion netric tons
out of the Seward coal termnal, which he characterized as an
i mportant mlestone for the project.

MR. SATRE stated that Fire River Gold Corporation restarted
Ni xon Fork Mne in 2011 [slide 4].

12: 10: 27 PM

CO CHAIR SEATON referred to [slide 4] to the photograph and
asked if it was of N xon Fork m ne.

MR. SATRE answered no, and identified the photo on the right
side of the slide as the Kensington mne and the one on the |eft
as the Geens Creek tail facility. He offered to provide
addi tional photographs to the commttee. He said he is proud of
the Kensington mne's first full year of operation. He reported
that Kensington nmne continues to invest in the infrastructure
and devel opnental opportunities to ensure a sustainable path
forward for the future. M. Satre pointed out that he spent the
majority of his mning career at the Geens Creek M ne. Thi s
mne is now involved in the National Environnental Protection
Act (NEPA) process to expand its tail site at Hawk Inlet which,
if productive, could allow another 30-50 years of operation.
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That would be the outcome if full permtting by NEPA occurs. He
characterized this as a great exanple of a mne continuing to
operate responsibly on the Admralty Island National Mnunent.

12: 11: 30 PM

MR. SATRE renmarked that there is significant mne devel opnent
occurring in the state [slide 5]. He el aborated that Donlin
Gold, in partnership with Nova Gold announced an update to the
feasibility studies and capital investnents required at Donlin
Gol d. He estimated approximately $6.7 billion mnmust be invested

to construct the mne before it will be operational, including a
significant anount of noney for the gasline in the Cook Inlet
region to power their mning and mlling facilities. He

reported that the Livengood project had nade incredi ble progress
towards getting to a point in which permtting can begin. He
stated the prelimnary assessnent was conpleted on a very |large
| ow-grade gold project outside of Fairbanks. He comended the
Al aska managenent team and described the project as exciting.

MR. SATRE stated the Pebble Mne Project in Southwest Al aska
recently published over 26,000 pages of baseline studies of
ongoi ng work performed since 2004. He reported that the Pebble
mne staff recently sat through week-1ong neetings with various
agencies involved in permtting the project. He pointed out
that sone of the information is available on their website. The
House Resources Committee hosted a "lunch and learn"” to discuss
t he Pebbl e m ne baseline environnmental studies.

MR. SATRE turned to the Kobuk region to the Anbler mning
district [slide 6]. He stated that new partnerships were
announced this vyear between NANA Regional Corporation and
NovaCopper in this region, which he described as an exciting
opportunity to potentially develop resources in the Kobuk Region
north of Anbler.

12:13: 45 PM

MR. SATRE commented that the N black Mne in Southeast Al aska
announced a 30 percent increase in the overall resource and they
are well on their way towards conpletion, undergoing feasibility
studies and permtting. The Chuitna Coal Mne in Cook Inlet
continues its work on it supplenmentary environnental i npact
statement (EI'S), including working to address concerns various
st akehol ders in the project while working to responsibly devel op
coal resources. He offered his belief that the Wshbone n ne
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just finished its feasibility studies and continues to work on
ongoing permtting issues.

MR. SATRE turned to exploration, noting exploration investnent

is up over 13 percent for 2011 [slide 7]. He comented that
over 60 exploration projects have spent over $100,000 with 30
projects spending over $1 mllion each. He pointed out the key

to recognize is that the mning industry has nultiple facets.
He related that junior conpanies tend to lead the way in new
exploration, including MIllrock Resources, Inc., and Kiska
Metal s Corporation, and Full Metal M nerals. He described the
conpanies as the ones raising capital and having "boots on the
ground” to inventory Al aska's resources and define the resources
to the point where a larger conpany can cone in and ultimtely
permt and devel op a m ne.

12:15: 21 PM

MR. SATRE touched on | atest devel opnents on Critical Mneral and
Rare earth elenents (REE) [slide 8]. He related that the state
funded the REE inventory. He reported that the Ucore Conpany is
investing a significant anmount of noney at Bokan Muntain on
Prince of Wales Island at the site of an old uranium mne.
Ucore hopes to increase its resources and get the mne into
production in the very near future. He enphasized that Al aska
is uniquely and strategically poised to be a world |eader for
rare earth elenents (REE). He predicted that headlines wll
i ndi cate Al aska potentially devel oping the REE resources.

MR. SATRE recognized Alaska's long and rich history of placer
m ni ng, which originally brought people to Alaska [slide 9]. He
reported that Alaska has over 200 placer mnes ranging from
recreational mner to |l arge operations and over 70,000 ounces of
gol d were produced in 2011.

12:17:12 PM

MR. SATRE briefly discussed the challenges and opportunities
[slides 10-11]. He said the mning industry faces many
chall enges since it is a high risk business. Over $3 billion
has been spent on exploration since the early 1980s, yet only
seven mnes are in production today. He characterized the

industry as infrastructure challenged. The m ning opportunities
like the ones at G een Creek nust develop their infrastructure
in order to cone into production. He offered that the Pebble
and Livengood mning projects nust | ook carefully at the capital

JT H'S RES COW TTEES - 6- February 22, 2012



investnments required to bring people, power, supplies, and
materials to the sites.

MR. SATRE offered his belief that the actual mnmning is the
easiest part of the mning operations. He suggested that
peopl e's perceptions are sonetinmes not focused on nodern m ning,
but past m ning nethods. Sonme people do not think mning can
operate and their perceptions of the mning industry are based
on things that have happened in the past. Per cepti ons exi st
such that mning cannot operate in conjunction wth other
resource developnent in the state; however, that sinply is not

true. Al askans have to find ways to develop all of Al aska's
resources in conjunction with each other in order to have a
vi abl e econony noving forward. The choice is not mning or

anot her resource, but how to develop all of Alaska' s resources
responsi bl y.

12:19: 07 PM

MR. SATRE stated, in terns of opportunities, that Al aska still
has incredible mneral potential. He pointed out that Alaska is
consi dered one of the best places in the world to invest capital
dollars and exploration in search of the next world class mne.
Alaska has a rigorous permtting system that protects the
concerns of stakeholders in various regions, but allows for
responsi bl e devel opnent of Alaska's resources. Al aska has
pretty good support for mning within the state, with over 80
percent of the people realizing that mning is an inportant
facet of the econony. In terms of workforce devel opment, he
offered that nunerous prograns throughout the state exist to
train Alaskans for jobs in existing mnes and for jobs that may
soon come on-|line.

MR. SATRE explained that workforce developnment begins wth
Al aska resource education working in elenmentary schools to teach
children about the inportance of natural resources [slide 12].
He related that mnes have made significant investnments by
conpani es using the educational tax credit to |everage funding
of positions within the University of Al aska Anchorage and the
University  of Al aska Fairbanks geology and engineering

depart nments. These efforts help ensure the next generation of
geol ogi sts and engineers will be ready to work in the industry.
The council has been working with the Al aska Process Industry

Careers Consortium (APICC) to develop training courses for
m nes, Teacher Industry Externships (TIE), and Career Acadeni es
(CA) to prepare people for jobs. Locally, Geens Creek Mne has
made a |large contribution to the University of Al aska Sout heast
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(UAS) to develop a curriculum for high school students that
shows them a pathway for careers. Additionally, the Mning and
Petroleum Training Service (MAPTS) and Delta Mne Training
Center (DMIC) are anong the facilities and prograns in Alaska to
prepare the workforce.

MR. SATRE closed with a final slide titled, "Looking at the
Future [slide 13]". He stated that Al aska has a trenendous
anmount of mneral potential and the neans to develop that in a
responsi ble manner, as well as the opportunity to deliver the
m nerals people need for their daily lives throughout the world.
He remarked that mning will continue to work for Al aska.

12: 21: 34 PM

FRED PARADY, CSP; Executive Director, Al aska Mners Association

Inc., stated that he has been in Al aska since 2008. H s mning
career began with Anaconda Copper Conpany in Butte, Montana, in
1978. He spent 30 years in the mning industry in Wonmng. He
wor ked a dozen years in a 7 mllion ton per year surface coal
m ne and 15 years at a 4.5 mllion ton per year underground coal
mne, including 5 years as mne nanager. He served as a
legislator in Woning, including as the Speaker of the House.
Thus, he understands the role and | eadership |egislators have in
Al aska.

MR. PARADY outlined the issues of concern to the Alaska M ners
Association, Inc. (AMA) [slide 14]. First, the integrity of the
permtting process is inportant. The AMA strongly supports the
integrity of a rigorous, science-based, state permtting process
to ensure it is funded at level that assures its integrity. He
said the key to unlocking the economc and mineral potential for
the future of Alaska is for people to have confidence in the
permtting process.

12: 23: 21 PM

MR. PARADY reviewed the AMA's second concern. The AMA opposes
the use of 404 (c) and Aquatic Resources of National |nportance
(ARNI) by the Environnmental Protection Agency (EPA) to stop

proj ects. The AMA supports an increased oil flow in Trans-
Al aska Pipeline System (TAPS) since wthout oil the state's
econony is at risk and this wll affect every industry,

i ncl udi ng m ni ng.

VR. PARADY detailed the AMA's third area of concern as
l[itigation reform The AMA supports efforts to bring nore
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accountability to the appeals and litigation processes for

community and resource developnment projects. The tinelines
involved in the permtting process are lengthy and are further
| engt hened by subsequent appeals processes. He identified the

AMA's fourth issue of concern as the lack of infrastructure. He
related that the AMA advocates for funding infrastructure to
provi de access to renote areas of Alaska so natural resource

projects can be better devel oped. Concomitantly, wth the
governor's enphasis on "roads to resources,"” the AVA would |ike
to add the idea of "lines to mnes," to provide infrastructure,

whether it is for roads, pipelines, or electrical interties.

12:24:19 PM

MR. PARADY highlighted the AMA's fifth area of concern as
ener gy. The AMA advocates for developnent of a state energy
plan and funding for interties, pipelines, hydroelectric, which
provide the energy resources it takes to make our econony and
m ni ng projects work.

MR. PARADY el aborated on the permtting of wetlands [slides 15-
16] . He explained that the US. Arny Corps of Engineers
regul ates wetlands under the pernmitting process outlined in
Section 104 [of the Federal Mne Safety and. Health Act of
1977], which governs mning activities on all lands. Over half
of Al aska has been classified as wetlands, and the "no net | oss"
policy governs this issue. Thus any inpact in a wetlands area
must be offset by other | ands. He reported that the regulatory
policies are conplex and conpensatory mitigation credits are
required. He suggested the state should consider establishing a
state mtigation program to evaluate state primacy over Section
404 [of the federal Cean Wter Act], wetlands mnitigation,

permtting, and nmanagenent. He highlighted that nmany other
states that have simlar issues to Al aska have established state
run prograns. It provides mitigation credits where there are

[imted options, which best describes the condition in nost of
Al aska. He pointed out that frequently there is only a single
provi der, the conservation fund, and the costs have escalated to
$10, 000 per acre. He further reported that states which have
adopted a state-run program have done so to develop their own
Department of Transportation needs and have stepped out from
that to address the needs of other permttees. He acknow edged
that this concept has been discussed with the Departnent of
Nat ural Resources and the conm ssioner.

12:26: 14 PM
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MR. PARADY provided his perspectives as a relative newconer
[slide 17]. He stated he has been in the state for |ess than
five years, but has been in the mning industry for over thirty
years. He said that Alaska's scale is unique. He enphasi zed
that the AMA is very proud of the Usibelli Coal Mne and the
continuity of 70 years of operation and jobs in Healy. He
pointed out that this mne is roughly a 2.2 nmllion ton per year
operation that represents the current total of Al aska coal
producti ons. He reported that Alaska's coal resources exceed
those of Womng, yet Womng produces 450 mllion tons per
year. The differences between the two states is obvious, given
that Woning is tied to the Union Pacific railroad and can feed
the power system of the entire grid from coast to coast in the
Lower 48. However, the scale of opportunity is represented in
Al aska, including the gap between 2.2 mllion tons of
production, and 450 mllion tons of production represents
enor nous opportunity.

12:27: 41 PM

MR. PARADY reported that the industry in Alaska is a century old
but still in its infancy in terns of m ning. He characterized
the resource potential as limtless; however, infrastructure is
a key limtation. He stated that along with the "roads to
resources" comes the idea of "lines to mnes." He identified
uncertainly, from his 30 years of mning experience, as the
eneny of economc investnent, in particular, when reaching
i nvest ment decisions considering internal rate of return, hurdle
rates, and worst-case, best-case, and nobst probable case. The

timeline is one of the key things to consider for the initial
dollars invested and when the conpany begins to earn a rate of
return. The uncertainty of permtting tinelines and litigation
represent disruptions in the process and delay the return of
capital investnent dollars. He remarked that the size and scale

of the investnent dollars is enornous. He observed that [ Shel

Western E&P Inc.] has invested over $3 billion prior to
drilling, Pebble Mne has invested nearly $1 billion, and Donlin
Gold with a devel opnent cost projection of $6 billion. Thus the

greater degree of certainty that the state can provide in state
processes supports the unlocking of our economc potential and
t he devel opnent of the projects.

MR. PARADY concl uded that the investnent returns to the state in
terms of job creation. He noted the permtting process needs to
be strengt hened. He described hinself as a fierce advocate for
the mning industry and mning |obs. He referred to the
McDowel | report in menbers' packets that |lists an average m ning
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job in A aska earns $100, 000 per year. He characterized m ning
jobs as solid jobs that allow parents to send children to
college, pay their health 1insurance, nortgages, and build
retirement plans. This opportunity bridges rural Al aska since
mning projects are |ocated where the mnerals are |ocated. He
closed with the comment that Alaska's opportunity is trenendous
and he is happy to be part of the industry.

12: 30: 24 PM

JIM CALVIN, Principal, MDowell G oup, introduced hinself. The
McDowell Goup is an Al aska-based research and consulting firm
Menbers may be famliar with a wide variety of social and
econom ¢ studies the MDowell G oup has perforned. He provided
a brief background, including that he earned a Master of Science
in mneral economcs from the University of Al aska, Fairbanks.
He has had an opportunity to review every significant mning
devel opnent project in Al aska. The McDowel |l G oup has provided
econom ¢ inpact assessnent work on Donlin Creek and the Pebble
Project and has also performed work on projects such as the
Li vengood Project and Fort Knox M ne in Fairbanks.

MR. CALVIN enphasized that the MDowell Goup has the tools to
provide a thorough and objective assessnent of the mning
i ndustry in Al aska. He comented that today's report is an
expanded version of a 2005 report on the statew de inpacts of
the mning industry. Since 2005, the MDowell G oup has found
substantial mning activity and mning steadily growng in
inmportance in terms of enploynent, payroll, and spending. He
rel ated he would expand on what M. Satre presented earlier and
give a PowerPoint presentation on the economc inpacts of
Alaska's mning industry, including enploynent and payroll,
Al aska resident enploynent, Al aska spending, paynents to |ocal
and state governnents, and benefits to Alaska Native conmunities
[slide 1].

12: 32: 55 PM

MR. CALVIN reviewed the 2011 econom c benefits from mning. He
stated the Alaska mning industry spent an estimated $300

mllion on exploration activities in 2011, which represents the
previously nentioned 13 percent increase from 2010. He outlined
30 projects spent $1 mllion dollars or nore and 60 spent nore
than $100,000, which represents significant activity. He

identified the largest projects as the Pebble Project, Donlin
Creek, the Niblack Project, Livengood, but also includes snall
grassroots projects.
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MR. CALVIN reported that devel opnment dropped about 40 percent
since 2010, with about $175 mllion spent on mine devel opnment
spendi ng. The percentage tends to goes up and down dependi ng on

whether a new mne is comng on line [slide 2]. He pointed out
that wth the Kensington Mne <conming on line the tota
expenditures related to developnent for 2011 dropped a small
anmount . He reported that over the past 30 years the mning
i ndustry has invested upwards of $5 billion in Alaska in
devel opment of its infrastructure and assets. Addi tionally,
m ni ng conpani es have invested $3 billion in exploration-rel ated

activity, which hasn't always resulted in "bricks and nortar" or
infrastructure, but has dramatically enhanced our understanding
of mneral resources in Al aska.

12: 34: 30 PM

MR. CALVIN turned to production, noting in 2011 Al aska's n ning
industry produced $3.8 billion in gross mineral production
val ue. He clarified that this is not revenue generated val ue,
but the value of the neasure contained in concentrates typically
shi pped overseas for further processing [slide 3]. He reported
that approxinmately 40 percent of mnmnerals produced are from
zinc, 40 percent from gold, 10 percent fromlead, and 10 percent
from silver. He reported a total of $1.3 billion export
activity for Alaska mneral products in 2010, which is about a
third of Alaska's total export, with fish being the nunber one
export.

MR. CALVIN identified about 4,500 jobs directly tied to mning
activity, including operating m nes, devel opnent and exploration
j obs, sand and gravel extraction jobs; however, when considering
the nmultiplier effect that equates to 9,000 total direct and

indirect jobs [slide 4]. He explained the nultiplier effect
covers mning enployees spending payroll dollars in Al aska,
which also creates jobs. He tallied over $600 million in tota
direct and indirect payroll of the mnmning industry. He

reiterated that the average annual mning wage of $100,000 for
metal mne operations, which is second only to the oil and gas
i ndustry average wages, over twice the average wage for al
sectors of about $47, 000.

12:37: 04 PM

MR. CALVIN reported that the MDowell Goup reviewed detailed
spending data from l|arge operators and exploration projects,
including the types of purchases for goods and services. He
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sumari zed that the exploration side of mning spent about $620
mllion on goods and services of which 70 percent was spent in
600 in-state businesses [slide 5]. He related that about 500
busi nesses provided goods and services which have supported
m ning exploration activities. He enphasized mning spending
enhances the econony wth operating mnes spending noney on
materials, supplies, fuel, and utilities, and exploration
projects spending directed towards professional services and
transportation. He summarized the MDowell Goup identified
wel | over 600 Al aska businesses provided good and services to
Al aska's |arge mnes. He estimated nore than 1,000 total
busi nesses are affected by the m ning industry.

12:39: 33 PM

MR. CALVIN turned to tax paynents to |ocal governnents [slide
6] . He stated that mnes are a substantial source of revenue
for local jurisdictions. He pointed out the Northwest Arctic

Borough (NSB) took in alnmost $9 million in payment in lieu of
taxes fromthe Red Dog Mne. The Fort Knox Mne generated $5.6
mllion in property tax paynents to the Fairbanks North Star
Bor ough (FNSB). The G eens Creek and Kensington mnes are the
top two property tax payers in the community of Juneau.
Additionally, the Cty of None and Denali Borough receive m ning
revenue. He enphasized that these mning operations generate
substantial amounts of revenue for |l|ocal governnment, far in
excess of the costs of the services that |ocal governnents
provide to the mnes or their enployees. He characterized the
revenues as very positive on the net side of the | edger. He
pointed out that the $5.6 mllion does not include the property
or sales taxes paid by the enployees. He reiterated that the
mnes provide critical elenent to support [|ocal governnent
oper at i ons. Qutline state government benefits from mning
related operations [slide 7], he said $148 million was paid
through royalties, rents, fees, and taxes, up 170 percent from
2010.

12:41: 51 PM

SENATOR FRENCH asked whether the royalties and rents are tied to
t he production value of $3.8 billion dollars.

MR. CALVIN answered yes, to a degree, noting mning license

taxes are a function of profitability, and corporate incone
taxes, which are also a function of profitability.
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SENATOR FRENCH asked whether the gross mneral production val ue
is up significantly froml ast year.

MR. CALVIN responded that in 2010 the gross mneral production

value was $3.1 billion so there has been a substantial increase
fromin 2011. In further response to Senator French, he agreed
that it did not increase by 170 percent. He noted that mning
has been a key source of revenue for governnent [slide 7]. The
Al aska Railroad generates $28 mnmllion in revenue by hauling
coal , sand, and gravel. The DeLong Mountain Regional
Transportation System and Skagway Oe Terminal usage also
generates $41 mllion for the Al aska Industrial Devel opnent and
Export Authority (Al DEA). Additionally, the Alaska Mental

Health Trust earned a mllion dollars in mning related
activities.

12:43: 11 PM

MR. CALVIN stated that nearly all Alaska Native Corporations
(ANC) benefit frommning [slide 8. One of the nost conpelling
nmeasures of the inpact of mning in Al aska concerns the Al aska
Native Clainms Settlement Act (ANCSA) royalty sharing provisions
of 7(i) and (j) distributed throughout Al aska. These are ANSCA
provi sions for resource devel opnment revenues to be distributed
to all regional corporations and ultimately to nearly all Al aska
Nati ve Regi onal and Village Corporations in Al aska.

MR. CALVIN provided ways that ANC and their sharehol ders benefit
through jobs for shareholders and descendants. He expl ai ned
that nmore and nore corporations are developing business
partnerships and joint ventures wth the mning industry. Thi s
activity provides a pool of vendors that provide goods and
services in support of mning operations. He reported that ANC
benefits include $170 mllion in net proceeds from Red Dog M ne
operations to NANA Regional Corporation, of which $82 nillion
has been distributed to other ANCSA regional and village
corporations [slide 9]. He offered that 56 percent of the 550
year-round jobs at Red Dog Mne are filled by NANA sharehol ders
and every ANCSA Regional Corporation, with 40 mllion acres of
subsurface rights in Al aska. He noted that while not all of
this land contains mnerals, the land holds sone form of mning
potenti al .

MR. CALVIN sunmarized that mning provides a critical source of
jobs in Alaska in approximately 100 communities in the state,
regardless of the location of the mne [slide 10]. M ni ng
provi des hi gh-paying, year-round jobs and is a key source of tax
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revenue, especially to local governnents. M ning al so provides
critical ANC benefits and the economc benefits are spread
t hroughout Al aska, even though the m nes are renote.

12:47: 21 PM

REPRESENTATI VE KAWASAKI asked what percentage of the 4,500 jobs
are Al aska resident hire.

MR. CALVIN answered that the Departnment of Labor figures for
2010 indicate about 70 percent is Al aska resident.

REPRESENTATI VE KAWASAKI noted that the state tracks Al aska
resident hire in the oil and gas industry by |aw He did not
believe the data is as closely tracked for nining. He recalled
the state also tracks resident hire on the seafood industry,
noting about 75 percent of the seafood industry enployees are
non-resi dent . He offered his belief that Alaska hire is an
appropriate discussion to have wth respect to the mning
i ndustry. He further asked how well sone of the prograns such
as API CC have affected Al aska hire.

MR. CALVIN answered that the oil and gas industry and mning
industry are roughly equivalent in ternms of the percentage of
resident workers, often due to the renote |ocation of the canps.
He said the sane nechanics that allow non-Alaskans to
participate in the labor force are the sane ones that allow
village residents to participate. He offered his belief that
the mining industry prefers to hire 100 percent locally, noting
Fort Knox is nearly 100 percent local hire due to its close
proximty to Fairbanks. He added that the mning industry has
grown rapidly in Alaska and the industry is working with the
Uni versity of Alaska and vocational training to ensure training
and educational opportunities so Al askans can be hired. He
reiterated that he left Alaska to pursue educational
opportunities, but mning brought him back to the state. He
enphasi zed that the mning industry shares the goal to have as
many Al askans in its workforce as possible.

12:51: 52 PM

REPRESENTATI VE KAWASAKI referred to the lack of infrastructure
for resource developnent. He estimated several billion dollars’
worth of infrastructure is needed. He asked how | egislators

could justify state funding should be spent for infrastructure.
He further asked whether ways exist to partner with mning, such
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as the partnering that happened in the Delta area for the Pogo
proj ect .

MR. SATRE answered that Donlin Gold Mne is a great exanple of
private spending for infrastructure. The project has been
considering costs to build a gasline into the region to power
their power plants and to bring materials onsite to construct
the m ne. He offered his belief that the value of Alaska's
mnerals is such that the mnes are not going to wait for the
state to develop the infrastructure; however, the state should
recognize that mnes are a great way to |leverage private
investnment to continue to bring infrastructure to those areas.
He pointed out that G eens Creek Mne was originally constructed
on diesel power and the mne operated for nany years on diesel
power . At sone point it becanme advantageous for everyone to
develop an electric intertie and accelerate the construction of
the Dorothy Lake expansion in Juneau, and allowed cheaper
hydropower to the region. He recapped his belief the mnes wll
spend the noney to develop the infrastructure, but hope the
state and regions wll view mning developnent as a way to
| everage resources to continue to devel op Al aska.

12:54: 01 PM

REPRESENTATI VE HERRON enphasized the inportance of devel oping
the state's workforce. He nentioned a project on the Kuskokw m
River that he is interested in seeing devel oped. He asked him
to elaborate on mning partners who have done a good job in
trai ni ng Al askans.

MR. SATRE answered that the Donlin Gold Project and NANA
Regi onal Corporation have done a wonderful job in training
people in their regions to work in the mnes. Their nodels for
vocational training and Al aska hire are ones the mning industry
strives to achieve. He hoped the industry could work towards
the Fort Knox nodel in which nost workers are Al aska residents.

MR. PARADY added that he has spent the last four years on the
North Sl ope Borough School District (NSBSD). He identified that
a gap exists between students who are on a college track and

those who are not. He offered his belief that one of the
opportunities that mning represents, besides geology and
engi neering, is an opportunity to provide training for
el ectricians, instrument and controls staff, and underground
m ners. He characterized those jobs as well paid jobs because
they are highly skilled jobs. He expl ained those workers need

to have an understanding of rock mnmechanics and high pressure
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hydraul i cs, high-voltage el ectronics. Those are the types of
skills intrigue a |ot of students since they are hands-on, craft
skilled jobs. He concluded that el enent of workforce
devel opnment is very pronounced in the mning industry.

12: 56: 29 PM

MR. PARADY, in response to Representative P. WIson, explained
that tinmelines in permts, extending five-year renewals to match
termnal |eases, to avoid regulatory hurdles are areas the
| egi sl ature can hel p. He offered to continue to devel op ideas
and ways the |egislature can assi st.

REPRESENTATI VE P. WLSON offered that several |egislators would
be happy to work collectively on the issues.

12:57:19 PM

SENATOR PASKVAN asked M. Parady to expand on the effective
desi gn standards for pioneer roads.

MR. PARADY expl ai ned the pioneer road concept, such that when a
road is first built it does not need to be a four-Ilane
interstate highway, but would consist of a road with different
guardrail and culvert standards, and would typically consist of
one | ane. He characterized a pioneer road standard as one that
will allow access, but is a road not designed using the ful
DOT&PF design. He offered that a pioneer road is one that has a
nore sinple design intended to open the artery of conmerce and
i nprove it over tine.

SENATOR PASKVAN asked if that is the issue with the R S. 2477

MR. PARADY explained that the R S. 2477 is a different issue.
The R S. 2477 refers to an established road that can be retained
even if it goes through federal lands. He highlighted that the
state has already catal ogued the R S. 2477 roads. He suggested
the state also develop a programsimlar to the "No Net Loss" of
wet | ands, which would be a "No Net Loss" of access policy to
sustain access to |lands available for devel opnent since as |ands
are closed off so is econom c opportunity.

12:59: 50 PM

ADJ OURNVENT
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There being no further business before the commttee, the joint
nmeeti ng of the House Resources Standing Commttee and the Senate
Resources Standing Cormmittee was adjourned at 12:59 p.m
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