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VEMBERS PRESENT

Senator Cathy G essel, Chair
Senat or Fred Dyson, Vice Chair
Senat or Peter M cciche
Senator Cick Bishop

Senator Hollis French

VEMBERS ABSENT

Senator Lesil MQiire
Senat or Anna Fai rcl ough

COWM TTEE CALENDAR

OPPORTUNI TTES FOR RESOURCE DEVELOPMENT TO ADDRESS ECONOM C
CHALLENGES | N RURAL ALASKA

- HEARD

HOUSE JO NT RESOLUTI ON NO. 30 am

Requesting that the federal governnent and the United States
Secretary of the Interior reconsider the |zenbek Land Exchange
deci sion and approve the |zenbek Land Exchange, allow ng the
residents of King Cove to have road access to the Cold Bay
Airport for critical health and safety reasons and to inprove
the quality of their |ives.

- MOVED HIR 30 am QUT OF COW TTEE
PREVI QUS COW TTEE ACTI ON
BILL: HIR 30

SHORT TI TLE: | ZEMBEK LAND EXCHANGE
SPONSOR(s): REPRESENTATI VE(s) HERRON

02/ 26/ 14 (H) READ THE FI RST Tl ME - REFERRALS
02/ 26/ 14 (H) RES

03/ 10/ 14 (H RES AT 1: 00 PM BARNES 124

03/ 10/ 14 (H) Moved Qut of Conmttee

03/ 10/ 14 (H) M NUTE( RES)

03/ 12/ 14 (H RES RPT 9DP
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03/12/ 14 (H DP: JOHNSQON, KAWASAKI , HAWKER,
P. WLSON, OLSON, SEATON, TARR, SADDLER,
FEI GE

03/ 18/ 14 (H TRANSM TTED TO (S)

03/ 18/ 14 (H) VERSI O\ HIR 30 AM

03/ 19/ 14 (S) READ THE FI RST TIME - REFERRALS

03/ 19/ 14 (S) RES

03/ 26/ 14 (S) RES WAIVED PUBLIC HEARI NG NOTI CE, RULE
23

03/ 29/ 14 (S) RES AT 10: 00 AM BUTROVI CH 205

03/ 29/ 14 (S) -~ MEETI NG CANCELED - -

03/ 31/ 14 (S) RES AT 3:30 PM BUTROVI CH 205

W TNESS REG STER

JOHN SHI VELY, Chairman of the Board

Pebbl e Limted Partnership

PCSI TI ON  STATEMENT: Presented noved on opportunities for
resource developnent to address economc challenges in rural
Al aska.

ED FOGELS, Deputy Conmi ssioner

Depart ment of Natural Resources (DNR)

Anchor age, Al aska

POSI TI ON  STATEMENT: Commented on rural economc opportunity
i ssues presentation.

REPRESENTATI VE BOB HERRON

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Sponsor of HIR 39.

HENRY MACK, Mayor
City of King Cove, Al aska
POSI TI ON STATEMENT: Supported HIR 30.

GARY HENNI GH, City Adm ni strator since 1989
Cty of King Cove, Al aska
POSI TI ON STATEMENT: Supported HIR 30.

ACTI ON NARRATI VE
3:32: 08 PM
CHAIR CATHY GESSEL <called the Senate Resources Standing

Commttee neeting to order at 3:32 p.m Present at the call to
order were Senators Bishop, Mcciche, and Chair G essel.
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Opportunities for Resource Devel opnent to Address Econonic
Chal | enges in Rural Al aska

3:32:46 PM

CHAIR G ESSEL announced an informational presentation on the
opportunities for resource developnent to address economc
challenges in Rural Alaska. It started with showing a video
called: The Villages Docunentary - by Director Tim Eaton. He
said when they started this project in 2012 he knew al nost
not hi ng about Al aska. But in February |last year on a frozen |ake
he | earned a couple of things very quickly. One: cold in Al aska
nmeans very cold and two: there is a kind of raw beauty about it
that is rugged and austere, but it is very inspiring. It takes a
special kind of person to live in rural Al aska;, you have to be
tough and you have to have strong character.

3:33:14 PM
SENATOR FRENCH j oi ned the commi ttee.

MR. EATON said his goal in this project was to capture life in
Sout hwest Al aska as it really is with no constraints. Wat they
will see is from alnost a year of shooting and many trips back
to the villages. The film had no narrator; he decided to let the
people of the villages tell their own story. They net a l|lot of
wonderful people while making the film and the docunentary is a
tribute to them

3:46: 44 PM
SENATOR DYSON j oi ned the conmitt ee.

3:55: 24 PM
The novie ended at 3:55 p. m

JOHN SHI VELY, Chairman of the Board, Pebble Limted Partnership,
stated that Pebble paid for the novie they just saw, but they
told Timto go out and find his story. They had no editorial
control over it. An internationally well-known economcs
consulting firm did an econom c study and estimted there would
be over 4,000 direct and indirect jobs during construction and
over 2,000 during operations. The inpact on the econony would be
over $400 mllion a year during the four to five years of
construction and probably over $1 billion in the first 25 years.
He said it would be a significant tax payer, although not as
good as oil.

3:58: 09 PM
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It would contribute over $100 mllion/year in taxes, nore than
the entire comrercial fishing industry does now. The state wll
have a royalty, part of which will go into the Permanent Fund
because they are on state lands. M. Shively had said all along
if the state wants to have a discussion about mning taxes and
royalties that they are willing to do so.

3:59: 06 PM

He switched to a slide that was made up from a table in the
Department of Labor and Workforce Devel opnment (DOLWD) "Econom c
Trends Magazine." It showed the change in popul ation by census
district from 2000-2010. It was not a surprise that rural census
district populations are declining including two of the three
areas in the Bristol Bay Region, the Lake and Peni nsul a Borough
and the Bristol Bay Borough. D llingham had a slight increase,
but if you look at mgrating communities from a state policy
view, in 10 years the Native population increased by 11.6
percent. No rural district had a population gain that high. The
cl osest that cane to it was Wade Hanpton in the Yukon Kuskokw m
area, which increased by 8.3 percent. Wat was very dranmatic to
him was the Native population in the Matsu Borough, which
i ncreased 63 percent in those 10 years.

MR. SHIVELY said a lot of his work had been in the last six
years and but in the last two days he had been concentrating on
the three census districts: Bristol Bay, the Lake and Peninsul a
Borough and the Dillingham census areas. Econonm c opportunities
are needed out there where there is only a nonth-long fishing
industry - even though it is a $1.5 mllion comercial fishing
i ndustry. And he has no interest in damaging it. But its inpacts
have changed locally. Wen I|imted entry went in, over 80
percent of the limted entry permts, both drift and set net,
were owned by people who lived in the region. Now 59 percent of
drift netters are owned by people that don't live in the state;
about one-third are owned locally and one-third are owned by
ot her Al askans, and one-third of the setnet permts are owned by
peopl e outside the state.

4:01: 55 PM

He has been told that 12,000-16,000 jobs are tied to the
i ndustry, but they are very short term and nostly in the
processing area that are mninmum wage; over 80 percent are held
by non-residents of the US. Since 2003, six schools have
closed, four in the last three years. So the rate of school
closure is increasing and a nunber of others are right on the
edge.
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MR. SHIVELY said they had spent a lot of tine with elders and
their visions aren't nuch different than a lot of people's in
sonme ways. It's about jobs and keeping children in the villages.
There are no job opportunities. To him it's about jobs and
taxes, but it's also about what it can do for |ocal people.
Pebbl e has enpl oyed 130-180 |ocal people, and Red Dog M ne has
enpl oyed over 50 percent Al aska Natives even though runors say
Natives don't know how to do them

4:03: 17 PM

Their biggest problem was not recruiting Al aska Natives, but
listening to people call up their local hire person and crying
on the phone because they needed work. One exanple, M. Shively
said was when he becane CEGQ, a Nondalton boy naned Jonathan
Hobson becane a driller's helper. He was very shy at first and
would hide if the press cane out, but tw years ago Jonathan
said he wanted to talk to the press and tell them what the job
neant to him and to his famly. He can now feed his famly in
the winter tine and it has changed his life. M. Shively said
stories like that is why he took the job at Pebbl e.

MR. SHI VELY said he didn't know if the mne would danage the
fishery when he took the job, but after six years he knows this
prospect can be built w thout damaging it. If they were going to
do that kind of damage they wouldn't get through the permtting
process, either state or federal. Al they are asking is to be
able to design this project, which is very conplicated. They
have spent $150 million on their science and believe they can
engi neer a project that works. They intend to go ahead as soon
as the EPA lets them

SENATOR DYSON said people who overstate things tend to |ose
credibility. He had fished the Bay for 25 years and opponents
say a catastrophe at this mne can ruin the whole Bay fishery
that has five mgjor rivers.

MR. SHI VELY said there are basically three drainages: Upper
Tal ari k, Kvijack, and the south fork of the Koktuli River, and
there are eight different watersheds.

SENATOR DYSON said so even if the worst happens it won't destroy
the whole fishery. H's experience over 25 years was that even

when one run gets really weak, fish wll often get into
drai nages that snell Iike hone. They are also out in the ocean
for three years and if you lose a year, it wll be replenished

just because of the apparent randommess of when the fish choose
to head for hone.
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4:10: 57 PM

MR. SHI VELY related how streans have cone back on their own -
like after the Katmai Vol cano erupted; it closed off a nunber of
streans with extrenely toxic material, but the fish canme back
ultimately. The sanme thing happened at the Munt St. Helens
eruption. Sonme of the streans cane back naturally and others
because man stepped in and fixed them the same thing in Prince
WIlliam Sound and the '64 Earthquake. If sonmething went wong
there could be a short term inpact, but it wouldn't devastate
the fishery.

Another thing he said to keep in mnd is this is a |ow grade
prospect. The ore averages less than 1 percent; over 90 percent
of what they put in the tailings inpoundnent facility would be
just dirt.

MR. SHI VELY said they bought into this process in good faith and
had spent over $600 million on it.

SENATOR DYSON said expending that nuch on sonething that got
sawed off would have sone chilling effect on other investnents,
as wel | .

MR. SHI VELY said the Frasier Institute does an annual survey of
mning industry executives and neasures a variety of different
aspects of mning. So, the good news for Alaska is that we are
nunmber one in the world in ternms of geological prospects and
23rd in terns of devel opnment challenges; and it's nore expensive
to devel op here, which doesn't help.

SENATOR M CCI CHE reflected that a 2008 statew de effort that was
defeated the mne, essential, and then it got narrowed down to
the "2011 Save Qur Salnon Initiative," which passed by 37 votes,
and that was recently struck down. He asked what the primry
reason is for the people of Southwest to cut this project off at
t he knees before the effects can really be eval uated.

MR, SHI VELY said his theory is that the opponents have done a
great job of persuading people that significant danage will be
done to the fishery, and the efforts by the EPA to do a study on
a mne that doesn't exist have added to that problem People are
being paid to oppose it and spread fear. They need to be
concerned, but he knew a couple of elders who were absolutely
opposed to the mne five years ago that changed their mnds. At
their last conference, the whole conversation was about what was
going on in the village, what they can do for their kids and how
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they can keep them there. Mst of Pebble's support cones from
people who live closest to the mning prospect and nost of the
opposition cones from people who live in Dillingham over 100
ml es away.

4:17: 04 PM
SENATOR BI SHOP said he was around the periphery of this project
since its inception, specifically at Iliama, doing sone work

force devel opnent training locals on an airport project. And M.
Shively was right; they can do the work. Enough people sitting
here at the table supported himon a project to start the first-
ever registered core driller apprenticeship training program on
t he pl anet.

MR. SHI VELY remarked that it was a very successful program

SENATOR BI SHOP said Jonat hon Hobson started out as a driller in
that program and is now very successful. He's portable; just
gi ve himan opportunity.

MR. SHI VELY said what goes behind the tailings inpoundnent
facility is the waste stream that comes out of the processing
plant (tailings). A little over 90 percent of the tailings is
just dirt; other things are handled in a separate place in the
i mpoundnent facility so they don't cone in contact with air and
wat er, which together makes sul furic acid.

4:20: 01 PM

SENATOR BI SHOP said they don't even have a project yet. They are
just trying to do the analytical science to see if they even
have a project.

MR SHI VELY said that was correct.

SENATOR BI SHOP said years ago there was sonme discussion about
how this could be an underground project with a slurry pipeline
to tide water with the processing being done sonewhere el se. Has
that i dea cone and gone?

MR. SHI VELY explained that there are two parts of the prospect.
Pebbl e West has to be an open pit; Pebble East is richer and
could be wunderground further down, but that is significantly
nore expensive to develop. And it would still have the sane
tailings inmpoundnent issues. The problem with noving the ore to
another area to process - which they have considered on the Cook
Inlet side - is that because it is only 1 percent and |ess
m neralization you have to nmove a lot of stuff that has
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absolutely no value. So, if you go underground, you still have
the water treatnment and the tailings inpoundnent facility, but
you would probably not have the waste rock piles from the
over bur den.

CHAI R G ESSEL asked Deputy Comm ssioner Ed Fogels for a broad-
brush explanati on of how DNR approaches a large nmne permtting
process.

ED FOCELS, Deputy Commi ssioner, Departnent of Natural Resources
(DNR), Anchorage, Al aska, said he continually hears two nyths
and wanted to inject a little bit of truth into them One is
that mnes don't contribute to the state's econony and two that
mnes can't be permtted properly. On the contrary, mnes are
significant contributors to the state's econony and the
departnment is able to permt them effectively. Looking at
Al aska's record its clear the departnent has done a good job
with the mning industry from an environnmental perspective. He
said Red Dog Mne successfully operated for many years now is
one of the world' s largest zinc mnes and the min economc
driver of the Northwest Arctic Borough; the water that the
| eaves that mne is treated and has a |lower netals content than
the naturally occurring waters and the fish populations are
going down stream The Kensington and Geens Creek Mnes are
both strong economic drivers for the econony of Juneau and they
are operating soundly.

Fort Knox is a significant contributor to the Fairbanks
comunity. They have created wetlands downstream with grow ng
fish populations. Usibelli Coal Mne provides over 100 jobs to
the rural community of Healy and has been successfully
reclaimng its lands for over 50 years. The Pogo M ne provides
jobs for Delta Junction and Fairbanks, and is operating in the
headwat ers of one of the nost pristine and beautiful rivers in
the Interior, the Good Pastor River.

MR. FOCGELS said the departnent has a good mne team conposed of
experts from all the different agencies: all wth advanced
degrees. They work on permtting these mnes and nonitoring them
for environmental conpliance; they do regular inspections and
bio nonitoring to make sure the aquatic |ife downstream renains
heal thy. They continue nmonitoring the mnes as they close, and
post-closure they still nonitor their care and mai nt enance.

MR, FOGELS said the state's large mne team was created over 20

years ago and is unique in the nation. It's coordinated by the
DNR O fice of Project Mnagenent and Permtting; it issues the
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dozens of permts necessary for large mnes from the state
alone. It coordinates with federal agencies, which also issues
dozens of federal permts. It also coordinates with the federa
agencies to do the federal inpact statenent process, key to
permtting any large project in Al aska.

4:25:20 PM

No one departnent can do all the permtting, but denial of one
permt by any state or federal agency can. So, all agencies nust
wor k together and the experts have to agree that the permts are
i ssuable for a particular mne.

He said, like all big industrial projects, mning projects are
conpl ex and never w thout issues. None of the projects wll ever
work perfectly. Their job is to evaluate those designs and nake
sure they are strong. The key is now making sure that each site
is strongly nonitored to find potential problens while they are
still small

4:26: 48 PM

Al aska has 17 percent of the world' s coal, 3.5 percent of the
worl d's copper, 3 percent of the world s |lead, 8 percent of the
world's gold, 3 percent of the world' s zinc, 1.5 percent of the
world' s silver, but Alaska is underexplored. Only 15 percent of
the state land has been mapped at an inch to mle scale in
geology and only 25 percent of it has been flown wth
geophysi cal surveys. There is a lot of potential to have these
kinds of projects and it can be done properly. Mst inportantly,
they have the w sdom and experience not to approve sonething
when it won't work right.

He said his big nessages were that their state agencies work for
the people of Al aska. They have significant jobs to do and have
to decide to issue their own individual permts that wll be
part of a coordinated process that will take anywhere fromthree
to five years.

MR. FOGELS said they are currently looking at the permt
applications for the Donlin Creek project that could provide one
or two generations of high-paid jobs for the people of that
regi on.

CHAIR G ESSEL said the average wage in the mning industry in

Al aska today is $100K/year. She asked him to elaborate on the
Heal t h Assessnent Program
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MR. FOCELS said Alaska is the only state that has devel oped a
state-lead health inpact assessnent program that is housed
within the Departnent of Health and Social Services (DHSS). A
nunber of years ago there was a call that the Federa

Environnmental Inpact Statenment (EIS) Process focused on the
envi ronment but wasn't doing an adequate enough job of analyzing
the inpacts to human health. The federal laws that drive the EI S
process actually nention human health in the law and it was
decided that nore focus should be put on the inpacts to human
heal t h.

So, they actually now have a nedical doctor that has been hired
by the DHSS whose job it is to sit on the large projects teamto
make sure that human health is brought into the equation in
eval uating potential inpacts, both positive and negative. No
other state in the nation has developed a health inpact
assessnent programthe way this state has.

4:30: 30 PM

SENATOR M CCI CHE said the EPA received 850,000 comments about
this project and wondered how to keep away from that
sensationalism Sonme projects aren't going to be right, but it
requires a discussion before that determ nation is nade.

4:31:50 PM

MR. SHI VELY said he had his own theories about that. But the not
all of the 850,000 comrents supported the EPA;, 200,000 actually
said the study was not adequate. Mst comments were generated by
pushing a button on an environnmental organization's website and
at least one environnental organization brought in a whole
series of comments they'd actually collected from another issue.
And the EPA actually extended the comment tinme the second tine
because Pebbl e was actually ahead for a while. It's a gane.

They have evidence that this started in 2008 and was driven by
Phil North that Lisa Jackson, the adm nistrator of EPA, who were
briefed on this in January of 2010, five nonths before they got
the petition. In the briefing there was talk about the use of
preenptive veto as a tool for zoning that EPA could do. Wen
Admi ni strator Jackson cane to Alaska in 2010 and nmet with them
she'd had that petition since May and didn't nention it, and
evi dence exists that they wanted to try to hush it up when they
were in Alaska. He found out about it by accident through an
article in the LA Tines.

MR. SHIVELY said big noney is driving sonme of this and the way
to have a better discussion about issues like this is to go to
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the villages and talk to the elders but it takes tine. He
admtted that industry had created problens and that m ning does
have a bad record before environnental standards were changed.
The Kennecott is at the headwaters of the Copper River, for
i nst ance.

SENATOR FRENCH said he had questions, but realized they were
runni ng short of time and would save themfor |ater.

CHAIR G ESSEL nentioned that Senator Coghill had filed a four-
year request to the EPA on the docunents that M. Shively was
referring to on Pebbl e.

HIR 30- | ZEMBEK LAND EXCHANGE

4:37:25 PM

CHAIR d ESSEL announced HIJR 30 to be up for consideration. She
said the |zenbek | and exchange is a public safety issue that is
getting bl ocked by the federal governnent.

REPRESENTATI VE BOB HERRON, sponsor of HIR 39, Alaska State
Legi sl ature, described the current nedical situation in King
Cove where nmany years several deaths have been related to
medevacs because there isn't a road. For instance, King Cove is
experiencing 60 nph winds today and there is a 270 ft. Bering

Sea trawer in port with an injured fisherman - severe eye
injury - who requires nedevac to Anchorage imedi ately. The
Coast CGuard will not go into King Cove and the trawer wll not

go over to Cold Bay, because of the rough seas. If the winds die
down a bit the Coast Guard will go from Cold Bay to the end of
the |zenbek King Cove Road and maybe they can nedevac that
fisherman back to Cold Bay to go to Anchorage. Situations |ike
t hi s have happened many tines.

Everyone is tal king about how the road will ruin the Eel grass
and Black Brandt, so the coordinating agencies - the feds, the
state, local and Tribes - worked for four years to develop a

corridor on which the closest the road can get to a single blade
of Eel grass is one-half mle.

O course, in the Congressional Act the land trade is 300:1.
They are willing to trade 61,000 acres for the value of 206
acres for a "public safety only corridor." There are no other
alternatives, and this will work.

4:40:52 PM
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Again, the coordinating agencies, including Fish and WIldlife
submtted an EIS saying that a road nakes nost sense. Al aska
ADF&G agreed and were surprised that Secretary Salazar and
Secretary Jewell nade the same decision to deny it - no action
on the proposed swap and no action on the road.

REPRESENTATI VE HERRON related that Fish and WIldlife publicly
stated that safety considerations are inportant but they were
not a factor in the decision, since they only evaluate
environnmental inmpacts (not being a public safety organization).
What is so incredulous about that is that the courts have told
all federal agencies that all federal decisions nust consider
the human factor. Al these facts are stated over and over in
t he resol ution.

4:44: 56 PM
SENATOR BI SHOP said he concurred with his explanation of the
resol ution.

4:45: 08 PM
HENRY MACK, Mayor, City of King Cove, Al aska, supported HIR 30.
Audubon is concerned that this road will inpact the wellbeing of

mgrating birds in the |zenbek Refuge; Natives claim title to
t housands of years of stewardship over this refuge and yet they
were nowhere to be found in Audubon's concerns. Twelve people
have been killed flying in and out of King Cove; countless
relatives and friends have had their lives inpacted being
medevac'd out. He couldn't believe they were still dealing with
this basic quality of life issue.

He said in md-January they had asked Secretary Jewell to
reconsi der, but she hadn't responded so far. He concluded by
urging the committee to approve this resolution that clearly
expresses the needs of King Cove and that reaches far beyond.

4:51: 08 PM

GARY HENNIGH, City Administrator since 1989, City of King Cove,
Al aska, supported HIR 30. He had been active for 25 years on
this road issue. He sunmarized key events of his 21st trip to
D.C. on the |zenbek issue saying he net with Kip Knutson, the
Governor's point person in D.C., who relayed the nessage that
the secretary had encountered him in another neeting a week
prior and told him that he needed to tell Senator Murkowski to
"get beyond this |zenbek Road thing." However, M. Knutson told
her that she could resolve the issue on her own by approving the
| and exchange and that the Senator woul d never get over it.
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4:56: 04 PM
CHAI R G ESSEL cl osed public testinony.

4:59: 04 PM

SENATOR DYSON noved to report HIR 30 am version 28-LS1533\A A
from commttee wth attached fiscal notes and individual
recommendati ons. There were no objections and HIJR 30 am passed
fromthe Senate Resources Standing Comrttee.

4:59: 55 PM

Finding no further business to conme before the committee, Chair
G essel adjourned the Senate Resources Standing Conmittee
neeting at 4:59 p.m
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