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COMM TTEE CALENDAR

CS FOR SENATE JO NT RESOLUTI ON NO. 13(RES)

Supporting oil and gas exploration and devel opnent on the outer
continental shelf offshore of the state; opposing attenpts to
prohibit future oil and gas devel opnent in the Beaufort and the
Chukchi Seas, including the Hanna Shoal area; and requesting
t hat the federal Adm nistration cease and desist from
restrictions that adversely affect active or future leases in
hi gh petrol eum potential areas in the Beaufort and Chukchi Seas,
i ncl udi ng the Hanna Shoal area.

- MOVED CSSJR 13(RES) OQUT OF COW TTEE

PRESENTATI ON( S) : M DDLE EARTH BY CALI STA CORPCRATI ON AND DONLI N
G&LD

- HEARD

HOUSE BI LL NO 139

"An Act allowing the Al aska Gasline Devel opnent Corporation, or
a subsidiary of the corporation, to build, operate, and maintain
a gas pipeline within the boundaries of the Susitna Flats State
Ganme Refuge, the Mnto Flats State Gane Refuge, the Captain Cook
State Recreation Area, the Nancy Lake State Recreation Area, the
WIllow Creek State Recreation Area, and the Denali State Park."
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- BILL HEARI NG CANCELED
PREVI QUS COW TTEE ACTI ON
BILL: SJR 13

SHORT TITLE: OCS O L & GAS EXPLORATI ON/ DEVELOPNMENT
SPONSOR(s): SENATOR(s) COGHI LL

02/ 09/ 15 (S) READ THE FIRST TIME - REFERRALS

02/ 09/ 15 (S) RES

02/ 20/ 15 (S) RES AT 3:30 PM BUTROVI CH 205

02/ 20/ 15 (S) -~ MEETI NG CANCELED - -

02/ 23/ 15 (S) RES WAIVED PUBLIC HEARI NG NOTI CE, RULE
23

02/ 23/ 15 (S) RES AT 3:30 PM BUTROVI CH 205

02/ 23/ 15 (S) Moved CSSJR 13(RES) Qut of Conmittee

02/ 23/ 15 (S) M NUTE( RES)

02/ 25/ 15 (S) RES RPT CS 6DP NEW TI TLE

02/ 25/ 15 (S) DP; G ESSEL, COSTELLO, COGHI LL,
M CCl CHE, STEDMAN, STOLTZE

03/ 02/ 15 (S) TRANSM TTED TO (H)

03/ 02/ 15 (S) VERS| ON:  CSSJR 13( RES)

03/ 04/ 15 (H) READ THE FIRST TIME - REFERRALS

03/ 04/ 15 (H RES

03/ 18/ 15 (H) RES AT 1: 00 PM BARNES 124

W TNESS REG STER

CHAD HUTCHI SQN, St aff

Senat or John Coghi l |

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: | ntroduced CSSJR 13(RES) on behalf of the
sponsor, Senator Coghill.

KARA MORI ARI TY, President and CEO

Al aska O | and Gas Association (ACG), Anchorage, Al aska
Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of SJR 13.

MONI CA JAMES, Executive Vice President/Chief Operating Oficer

Cal i sta Corporation

Anchor age Al aska

POSI TI ON  STATEMENT: Assisted in providing a PowerPoint
presentation entitled "Transportation & Energy Infrastructure
Village Cluster Consolidated Services Plan."
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GEORGE OALETUCK, MA, CGovernnent Rel ations Liaison

Calista Corporation

Anchor age, Al aska

POSI TI ON  STATEMENT: Assisted in providing a PowerPoint
presentation entitled "Transportation & Energy Infrastructure
Village Cluster Consolidated Services Plan."

JAMES FUEG Project Study Manager

Donlin Gold Project

Barrick Gold Corporation

No address provided

PCSI TI ON STATEMENT:  Provi ded a Power Poi nt presentation entitled
"Donlin Gold Project Update".

CHARLI E COBB, Techni cal Engi neer, Architect

Dam Saf ety and Construction Unit

Di vision of Mning, Land and Water

Departnment of Natural Resources (DNR)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Answered a question related to the Donlin
Gol d Project update.

ACTI ON NARRATI VE
1: 02: 08 PM

CO- CHAIR BENJAM N NAGEAK called the House Resources Standing
Commttee neeting to order at 1:02 p.m Representatives Seaton

d son, Hawker, Tarr, Josephson, Talerico, and Nageak were
present at the call to order. Representatives Herron and
Johnson arrived as the neeting was in progress.

SJR 13-0OCS O L & GAS EXPLORATI ON DEVELOPMENT

1: 02: 54 PM

CO CHAI R NAGEAK announced that the first order of business is CS
FOR SENATE JO NT RESOLUTION NO. 13(RES), Supporting oil and gas
exploration and developnent on the outer continental shelf
of fshore of the state; opposing attenpts to prohibit future oil

and gas developnment in the Beaufort and the Chukchi Seas,
i ncluding the Hanna Shoal area; and requesting that the federa

Adm ni stration cease and desist fromrestrictions that adversely
affect active or future leases in high petroleum potential areas
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in the Beaufort and Chukchi Seas, including the Hanna Shoal
ar ea.

1:03: 25 PM

CHAD HUTCHI SQN, Staff, Senator John Coghill, Alaska State
Legi slature, introduced CSSJR 13(RES) on behalf of the sponsor,
Senator Coghill. He explained the resolution is in opposition

to recent efforts by the federal executive branch to further
restrict areas in the Chukchi and Beaufort seas as it relates to

oil and gas devel opnent. The specific concern is the Hanna
Shoal area in the Chukchi Sea. There are sone active and
adj acent |leases where it is felt there wll be a negative
ef fect. There is concern about the ability to renew those

active leases that are currently in the area and there is a
concern that sonme of the mtigation costs associated wth
desi gnating the Hanna Shoal as an environnentally sensitive area
will further prohibit oil and gas devel opnent in that area.

MR, HUTCHI SON began a Power Poi nt presentation consisting of maps
of the area being talked about. Drawing attention to slide 2, a
map of the Beaufort Sea provided by the Bureau of Ocean Energy
Managenent (BCEM), he said the different colored boxes denote
the activity. Green indicates the historic |leases that the oil
conpani es have had in the past and blue indicates areas of high
petrol eum potenti al . Red indicates federally restricted areas,
of which one is a subsistence area by Barrow and another a
subsi stence area by Kaktovik. These were previously restricted
by the Bush Admi nistration and every five years the restriction
goes forward; the Obama Adm nistration has continued the sane
restriction from 2012 to 2017. Yel l ow indicates active |eases,
none of which are in the restricted areas. Moving to slide 3,
he noted that the |eases shown in green around Barrow and
Kaktovik are the historic |leases and said the oil conpanies
generally don't have an ongoing interest in those. The active
| eases shown in yellow are the ones about which the sponsor is
nost concerned. He said slides 4 and 5 provide a less cluttered
view of what the proposed area |ooks I|ike that the OCbana
Adm nistration is nmoving forward w th.

1: 06: 16 PM

MR. HUTCHI SON brought attention to slide 6, stating the real
concern is in the Chukchi Sea, which has a |lot nore activity.
He said the blue color indicates the areas with high petrol eum
potential. There are nore active |eases as can be seen by there
being a lot nore areas depicted in yellow The red line near
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the coast on slide 6 is the 25-nmle buffer zone. The only thing
existing in that 25-mle area are historic |leases that are no
| onger of interest to the producers. The pink and red areas
near Barrow indicate the subsistence area for Barrow in which
there are no active leases, so there is not really any
resistance to that portion of it. The key area in the mddle,
t he Hanna Shoal area, is indicated by the yellow circle. It has
been studied the previous five years. Wthin that yellow circle
are historic and active |leases as well as a large area wth high

petrol eum potential. Turning to slide 8 he explained that this
area is inportant because Shell has three active |eases that are
adjacent to the Hanna Shoal area. Repsol has seven | eases

actually in the Hanna Shoal area itself and another five |eases
in the adjacent area that deal with simlar petroleum prospects.
The concern is that desighating an area as [environnentally

sensitive] wll decrease the ability to renew those |eases
beyond 2022 and will increase the mtigation costs to the oil
producers. V. Hutchison said slide 9 shows further

clarification as to what sone of the proposed area |ooks I|ike
Slide 10 indicates the withdrawn areas [l ocated within the draft
proposed program areal: the 25-mle buffer area, t he
subsi stence area around Barrow, and the Hanna Shoal area, which
is the new conmponent to all this.

1: 09: 30 PM

CO CHAIR NAGEAK said his statenment is, "Here we go again."” He
conti nued:

It really upsets nme that people who |ive there, nost
of them ... have been working on this issue for years
and years and years. Al along the coast working with
the whalers, working with the industry, working wth
everybody and going through the issue of reliance on
our resources offshore and onshore. And here we go
agai n. W have all this potential, but it really
comes to us as Native people and all people who |ive
al ong the coast where we rely on renewabl e resources.
W also rely on nonrenewable resources for our tax
base and for our livelihoods. A lot of people work in
that area.... Wthout the oil industry we wouldn't be
who we are today.

CO CHAIR NAGEAK noted that just a few weeks ago the President
began considering placing the 1002 Area [in the Arctic Nationa
Wl dlife Refuge] near where he was born into a Wl derness. Wen
oil was discovered it was found out that the United States of
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Anerica had to do land clains. Wile doing the land clains the
federal governnment also created [Native] corporations. He
conti nued:

What are corporations? Well, they're an instrunment to
make noney. And why did the governnent give us
corporations when we wanted tribes? Wll, they gave
us corporations and they ... locked up the areas where
our resources are or our resources have been. Si nce
time imenorial our people used those resources...

So, here we go again. VWat are we to do when the
government of the United States in infinite w sdom
gave us an instrunent to say ... "go enrich yourself
but in the neantinme we'll |lock up every piece of |and,
every piece of water ... and you're not going to have
anything." That is exactly what it is right now W
didn't ask for corporations. But then for the past
several years this has been happening after working
diligently for years and years and years working with
the industry, wth the government, wth everybody.
And so what are we to do? There is one federal agency

who's locking up everything ... for those of us who
depend on the resource and ... another agency who's
willing to work with us and finding ways to make sure

that everything is protected in that area where they
are going to open up or they have opened up areas for
oil and gas exploration. So we have two agencies
that have given us heartache and hope at the sane
time. So what are we to do? Wiat [are] a whole |ot
of ny famlies going to do in Kaktovik when they have
a resource right underneath their feet but they can't
use it?

1: 14: 39 PM

REPRESENTATI VE JOSEPHSON understood that in the announcenent
referred to by the resolution, the President also authorized
sonme exploratory developnent in a very prelimnary stage from
Virginia down to the South Carolina coast. He said as far as he
knows President Obama is the first to allow that. He asked
whet her the sponsor thinks that these restrictions in the Arctic
are due to Shell's performance in 2012.

MR. HUTCHI SON replied that his personal opinion is that from
[the President's] perspective it mght be related to that, as
well as related to an overreachi ng phil osophical decision as it
relates to climte change and environnentally sensitive areas.
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1:16: 04 PM
CO- CHAI R NAGEAK opened public testinony.
1:16: 23 PM

KARA MORI ARI TY, President and CEQ Al aska Ol and Gas
Associ ation (AOCGA), Anchorage, Al aska, spoke in support of SIR
13. She said the Alaska G| and Gas Association (AOC&®) is the
prof essional trade association for the oil and gas industry in
Al aska and its nenbers represent the nmajority of the producers,
explorers, refiners, marketing, and transportation activities in
the state. The association's nmenbers have been operating in the
Arctic for nore than 40 years. Ol and gas devel opnment is the
backbone of Alaska's econony, and as the |argest undevel oped
energy basin in the US. the Arctic Quter Continental Shelf
(OCS) is the next generation of energy security for the U S.
The Arctic OCS holds enornous oil and gas resources, estinmated

by the Departnment of Interior at approximately 27 billion
barrels of oil and 132 trillion cubic feet of natural gas. In
conparison, the Trans-Al aska Pipeline System (TAPS) has carried
nore than 17 billion barrels in just over 30 years. So, TAPS
has played a critical link in the nation's energy security,
transporting crude oil from Alaska's North Slope to Wst Coast
mar ket s. The OCS devel opment in the Beaufort and Chukchi seas

could feed into TAPS and nmaintain its viability for many nore
years to cone. Ol and gas developnent in the Arctic OCS neans
nore jobs for Al askans. Devel opnent of the Chukchi and Beaufort
seas is predicted to produce an annual average of 35,000 direct
and indirect jobs representing a total payroll of over $70
billion.

M5. MORIARITY noted that since 1971, 84 wells have been drilled
in the Arctic OCS, all wthout incident. | ndustry has worked
with comunities to incorporate traditional know edge in
deci sion making, establish Conflict Avoidance Agreenents, and

i npose seasonal drilling limtations. New regqgul ations and
further research has further ensured that developnent and
environnmental protection can co-exist. Three ACGA nenber
conpanies hold leases within the withdrawn areas or directly
adjacent to it. While the federal wthdrawal |anguage states
that "nothing in this wthdrawal affects the rights wunder
existing leases in the wthdrawn areas,” there are still many

unknowns for the operators, such as the ability to renew active
| eases or how the transport or building of infrastructure into a
pi peline would be affected. The prior four |ease sales
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schedul ed in the Beaufort and Chukchi seas were included in the
Bureau of GCcean Energy Mnagenent's previous five-year |easing
pl an, but were wthdrawn and subsequently not held. It is
AOGA' s fear that additional restrictions or delays wll limt
the opportunities for devel opnment in the Arctic OCS.

M5. MORIARITY said that as the sea ice stays open |onger and
ot her countries nove forward with exploration and devel opment in
their waters and transportation through the ice-free Northwest
Passage, Al aska's arctic seas could be left largely unattended.
Wth little infrastructure in place comunities along Al aska's
north coast will be at the greatest risk with no ability to
respond. Devel opnent of the Arctic OCS for exploration and
devel opnent would bring that infrastructure to a very rural
onshore area and the industry's continued presence would provide
security and response capabilities should they be needed. She
said ACGA supports SIJR 13 to maintain all of the proposed
| easing areas in the Beaufort and Chukchi seas and to resist
additional restrictions on leasing in the final program

1: 20: 46 PM

CO CHAIR NAGEAK closed public testinony after ascertaining no
one el se wished to testify.

1:21:18 PM

REPRESENTATIVE TARR stated she has concerns about t he
resol ution. Four of the five areas w thdrawn were previously
wi thdrawn so there has been a history under both Denocratic and
Republican adm nistrations to exclude those areas from | easing.
She understood from what she has read that the new area was
picked for its biological inportance, the subsistence needs of
the people living nearby, and to ensure that the marine aninmals
and endangered whal es swi mm ng through those areas are protected
and will be there for future generations. She said she is
cautious because the revenue issue has not yet been resolved so
the state doesn't stand to gain nmuch from this OCS devel opnent
and she would like to see this matter resolved before noving
f orward.

1:22: 44 PM
CO CHAIR NAGEAK reiterated that this issue has been worked on
for a very long tine and studies have been done. The North

Sl ope Borough has a diplonma wildlife nmanagenent and he was a
drafter for many years of that diploma. He has been in offshore
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and onshore issues for nore than half his life. He has wat ched
all of this happening. H's first job right after high school in

1969 was in Prudhoe Bay, so he has been involved in oil issues
for a very long time and in working with the industry and
ot hers. So it is upsetting when things like this happen. In

the late 1980s and early 1990s a |ook was taken at how the
of fshore rigs would work and there was a rig right outside of
Bar r ow. This rig was put in the area where the Chukchi and
Beaufort seas neet, which is a very volatile area. In the
summer he has been near it many tinmes while hunting. He shared
his experience of being right in front of Barrow while hunting
and seeing all kinds of animals when suddenly the ice began
comng in very fast. The community knows how that area is and
how dangerous it is and this has been told to everybody who
comes up to do work in that area. Di scussi ons about what the
adm nistration wants to do will be continued in his community as
well as in this commttee

1: 26: 34 PM

REPRESENTATI VE JOSEPHSON stated he will not be objecting to the
resol ution.

CO- CHAIR TALERICO offered his appreciation of Co-Chair Nageak's
input on this issue because it is rare for the conmttee to get
actual firsthand know edge and experience from sonmeone who
t hor oughly knows the area.

1:27:17 PM

CO CHAIR TALERI CO noved to report CSSJR 13(RES) out of commttee
with individual recomendations and the acconpanying |[zero]
fiscal note. There being no objection, CSSIJR 13(RES) was
reported fromthe House Resources Standing Commttee.

The conmttee took an at-ease from1:28 p.m to 1:31 p. m

PRESENTATI ON( S) :
M ddl e Earth by Calista Corporation and Donlin Gold

1:31: 38 PM

CO CHAI R NAGEAK announced that the next order of business are
presentations by the Calista Corporation and the Donlin Cold
Proj ect.

1: 32: 16 PM
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MONI CA JAMES, Executive Vice President/Chief Operating Oficer,
Calista Corporation, introduced herself and her co-presenter,
noting that she and M. OsMetuck are Yup'ik Eskinb and are
original Calista shareholders. She said she is originally from
Al akanuk but grew up in Bethel and M. OwMetuck is from the
village of Marshall.

The commttee took a brief at-ease.

M5. JAMES stated that the renpte Calista region is accessible
only by plane or boat and the region has the highest population
of renote Al askans. It is Al aska' s nost economically challenged
region with 27 percent of all residents living below the federal
poverty level. Many of the region's residents pay upwards of 58
percent of their annual income on energy-related costs. Despite
these statistics, the people are resilient and culturally rich,

having thrived in a challenging environnment wth little
infrastructure and incorporating their traditional subsistence
lifestyle. She said today's presentation wll denonstrate that

even in the face of these contenporary realities of [|ack of
infrastructure and crippling energy costs, achievenents have
been nade as a region with what the region has. That said,
there are opportunities to continue increasing these triunphs
t hrough devel opnent of public facility infrastructure which wll

enpower the ability to sustain the region's villages. Nat ur al
resources have been developed in the fishing industry wth
little to no infrastructure to support it. The region has

natural resources for potential developnment and by partnering
with the State of Al aska and the federal governnent, sound
investnments to address the energy crisis in the region wll
support the sustainability of people and will foster econonc
devel opment for all Alaskans living in the Calista region who
want enploynment opportunities to create industry to change
soci o- econom ¢ di sadvant ages.

1: 35: 34 PM

GECRCE OANETUCK, MA, CGovernnent Relations Liaison, Calista
Corporation, turned to slide 2 to explain that people rely on
transportation and energy to achieve economc growh and
sustainability. For exanple, history shows Anerica's towns had
many boons and busts. Towns can cone and go if unsustainable
and 2,700 disappeared over the last 100 years, nostly in the
sout hwest U.S. Alaska has this history too. From the 1800s to
the md-1900s, Alaska packers ruled the salnon industry,
providing 80 percent of territory tax revenue, but 37 cannery
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towns are now gone. The baby state of Al aska has had 22 towns
and villages disappear since the 1900s. Which towns in Al aska
survived the best? Ket chi kan has repeatedly survived many
difficult times by using avail able resources and adapting. From
sal non processing in the 1880s, mning until the 1950s, sal non
and halibut cold storage in the 1930s, the forestry industry
from the 1950s to the late 1990s, tourism in the 1980s, and
seafood and mining recently, the stabilizing factors have been
transportati on and affordable energy. Hydr opower in 1903 nade
Ket chi kan affordable and conpetitive. Today Ketchi kan has one
of the highest state resident per <capita incones from
transportation accessibility, stable and affordable energy, and
natural resource extraction for jobs and econony. These are
what people rely on in Southwest Alaska and the region's
projects are related to transportation. There is a request for
$1.4 million for road design, engineering, and permts for the
Pilcher Muntain Project at Marshall and a request for $7.5
mllion for the Emmonak Dock Project that would contribute to
expanded econom c opportunity. Both are part of a 50 percent
federal and state matched fundi ng request as seed capital.

1: 38: 05 PM

M5. JAMES addressed slide 3, pointing out that as federal and
state budgets tighten, comunities wth little infrastructure

st ruggl e. The Calista region lacks infrastructure, yet it is
still being devel oped. At 57,000 square niles the Calista
region is relative in size to the state of O-egon, but has
little infrastructure and the highest cost of |iving. The

region has 27,735 residents with 56 communities ranging in size
from 200 to 6,100 and a grow ng young population. There are no
i nterconnecting roads and no transm ssion grids, which prevents
cost sharing of assets. Drawing attention to the map depicting
all of the comunities in the Calista region, she noted that
nearly all of the communities have a school for Kkindergarten
through twelfth grade, but there is only one true high school
which is in Bethel. This tends to lead to |ow graduation rates,
| ow scores, nmany dropouts. Oten there is poor quality of
education and high teacher turnover. Teachers don't have the
ability to build home equity when they are teaching in the
vi |l | ages. The state graduation rate is 65 percent, but the
Lower Yukon School District and the Lower Kuskokw m School
District have graduation rates of 43.81 percent and 42.75
percent, respectively. The teacher turnover rate is high at 30
percent. Many of the 56 villages have an independent aging
di esel generation system for village power. Most vill ages have
a runway; for example, Marshall's runway is 100 feet w de and

HOUSE RES COW TTEE -11- March 18, 2015



3,200 feet long and can support small aircraft. The region has
a couple of hub airports with runways in Aniak and Saint Mary's.
Most of the 56 villages have health clinics, but there is
limted access to state troopers and village public safety
of ficers even though there is a high need for public safety.

MR. OALETUCK continued addressing slide 3, noting the average
cost of heating fuel in the Yukon-Kuskokwim Delta (Y-K Delta) is
$6.38 as conpared to the on-road system average cost of $3.41.
Gasoline in the Y-K Delta is $6.90 conpared to $3.42 in the on-
road system According to statistics fromthe Al aska Depart nment
of Fish & Ganme (ADF&G, 85 percent of households harvest
subsi stence resources and 70 percent of those households are
sharing their catch, with a total estimte of over 954,000
pounds a year that is harvested to feed famlies and friends.

1:41: 35 PM

M5. JAMES noved to slide 4, stating that a port is needed in the
Lower [Yukon] Region. There is no regional port in the 700
m | es between Bethel and Nonme. There is an inter-portal |inkage
that connects economically with the Nenana and Fairbanks rail
and highway with the port in Anchorage. For exanple, the

village of Marshall shipped housing material from Seattle via
Fai r banks usi ng Nenana bar ges.

MR. OALETUCK said the Native village of Mrshall, which is a
tribe, used noney from the U S. Bureau of Indian Affairs (BIA)
housi ng i nprovenent programto build 25 hones that were given to
the elders. The nost cost-efficient nmeans to transport materi al
from Tacoma WA is to go from Washington to Anchorage, use
conpetitive trucking to go up the highway to Fairbanks, and hire
| ocal Nenana barges to ship the material down the Yukon River
So, there is an inter-nodal |inkage from Anchorage, Fairbanks
and the Lower Yukon River that can be capitalized upon for
future projects.

V. JAMES continued addressing slide 4, noting that,
geographically, the Calista region is divided between the Yukon
Ri ver, the Kuskokwi m River, and coastal areas. Politically, the
region is divided into the House of Representatives districts of
DI lingham Nome, and Bet hel. Adm ni stratively, the Departnent
of Transportation & Public Facilities divides the area into a
northern region and a central region. The Fourth Judicial Court
i n Fai rbanks oversees the region.
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MR. OALETUCK stated it is inportant to note that the Emmonak
Lower Yukon port wll provide infrastructure for potential
of fshore oil and gas devel opnment from M ddl e Earth and shi ppi ng.

M5. JAMES drew attention to Emonak's |ocation on the map as it
relates to the future developnment of Arctic shipping, saying
that the Emmonak dock can serve as an energency response plan
because the region nmust be prepared to address potential hazards
with future shipping through the Arctic.

MR. OALETUCK added that in regard to using the Emmonak port for
potential offshore oil and gas devel opnent, a U S. Coast GCuard
approved conpany in Argentina has been identified that could
provi de nodul ar |iquefied natural gas (LNG plants at a fraction
of the cost of an LNG pl ant. So, potentially, if there is oil
and gas devel opnent off the Lower Yukon, the Emmonak port will
have an infrastructure than can be capitalized upon to export
gas to the region and up river to the Nenana/ Fai rbanks area.

1:44: 37 PM

M5. JAMES brought attention to slide 5, explaining that the
bright green on the map denotes the area and communities
serviced by the port of Emmonak. The proposed dock in Emronak
woul d help make freight shipping nore economcal for these
communities. The port in Emmonak would facilitate the safe and
efficient offloading of cargo from barges. Currently, there are
chal l enges of overcrowdi ng, erosion, and flooding. I f nothing
is done, riverbank erosion and flooding will persist and pose a
significant threat to the existing physical infrastructure of
| ocal maritime industry businesses. Supporting econonic
diversity and stability in the Emonak dock results in maritine
industry growh and expansion, which develops a nore diverse
econom ¢ base.

MR. OANLETUCK stated the total cost for the Emonak Project is
$17.2 million and it is permtted and shovel ready. The Cty of
Enmonak received $500,000 in 2009 from a state grant for port

desi gn. In 2011 the U S. Arny Corps of Engineers approved the
port design. In 2012 the City of Emopnak received a $3 nillion
fiscal year 2013 general obligation bond, which wll deliver
rock by Cctober 2015 from Nonme, Saint Mary's, and Stevens. The
request for Phase 1 for the Emmonak Project is $7.5 mllion of
t he remai ning bal ance of $14 million, which goes back to a 50/50
state match. Calista is going to Washington DC next week to

propose the sane nessage of having federal assistance to match
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state assistance, which wll also be part of the private
investnment in the region.

1:46: 44 PM

M5. JAMES discussed slide 6, stating that an exanple of
comunity sustainability is t he Yukon Delta Fi sheri es
Devel opnent Associ ation. Despite the lack of a port facility in
Emmonak the Yukon Delta Fisheries Developnment Association's

maritime industry businesses have denonstrated sufficient
gr ow h. These businesses establish Emmonak as an economc
center for the region, providing enploynent, inconme, and

services to residents throughout the Lower Yukon.

MR. OALETUCK said Yukon Delta Fisheries Devel opnent Association
has several subsidiaries that are part of the Community
Devel opment Quota (CDQ Program Kwi k' pak Fisheries from 2002
to 2013 bought 21 mllion pounds of salnon, infusing $21 mllion
in cash directly to 451 fishernen. In 2014 Kw k' pak Fisheries
paid over $50 mllion in aggregate wages to region works.
Kw k' pak's youth enploynent program provides sunmer enploynent
to youth aged 14-17 and has paid over $1 million to youth in the
| ast four years. Since 1999 Yukon Marine Manufacturing has
manufactured, built, and sold 243 20-24 foot skiffs. Yukon
Marine Manufacturing enploys local welders to build and repair
boats for area residents. Yukon River Towing built a bunkhouse
in Emmonak that sleeps 30 people wusing siding from |ogs
delivered by local residents and mlled at a |local sawmlIl. At
its local sawm || Yukon River Towi ng nmanufactures |unber out of
the logs brought down the Yukon River to build bunkhouses,
homes, and has developed a log and stick-frame hone kit for
Lower Yukon residents. Yukon River Towing is using a program
offered by the U S. Departnent of Housing and Urban Devel opnent
that offers low interest nortgage | oans for hone buyers.

1:48: 55 PM

M5. JAMES noved to slide 7 and stated that the Marshall dock and
quarry road woul d conpl enment community sustainability.
Currently, the Lower Yukon Region nust purchase material from
None at exorbitant cost. Constructing a quarry in Marshall
would result in reducing public cost by $20-%$24 mllion for
airport projects identified by the Departnent of Transportation
& Public Facilities (DOT&PF). Savings are also anticipated for
future regional infrastructure with |ocal high-grade gravel and
armour rock at a significantly |ower cost. This quarry at
Pil cher Mountain has a 25-year |ife for producing material. The
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Native village of Marshall identifies Indian Reservation Road
Funds as a 10 percent federal match. The location of the quarry
al so reduces hazards of offloading freight and heavy vehicle
materials on the uninproved, eroding shoreline |I|anding. For
public safety, this plan separates heavy equipnment from the
| ocal foot traffic.

MR. OMETUCK related that in a letter to Calista the Northern
Regi on of DOT&PF identified several projects for which it wants
to use Pilcher Muntain rock. Those projects are rehabilitation
of 15 mles of the Saint Mary's and Muntain Village road at an
estimated cost of $13 mllion, relocation of the Pilot Station
ai rport and construction of a new airport and new 3-mle road at
an estimated cost of $10-$20 mllion, inprovenents to the Saint
Mary's runway at an estinmated cost of $10-$20 million, and an
extension of the runway at Nunam Iqua (Sheldon's Point) at an
estimated cost of $2.5-$5 nmillion. The high cost of barging
rock between Nonme and the Lower Yukon projects makes the rock at
Pilcher Muntain of high interest to DOT&PF. He drew attention
to the topographic map on slide 7 depicting the proposed 3-mle

road between the proposed dock site and Pilcher Mountain. He
pointed out that the white spot in the picture of Pilcher
Mountain is an existing quarry. He further noted that the

t opographi cal map depicts an existing road from Marshall to the
top of Pilcher Muntain where there is cell tower.

M5. JAMES said another inportant point about the |ocation of
this dock is its location inside a natural river eddy. Over
ti me and annual breakup, this |location would protect the dock.

M5. JAMES turned to slide 8, saying there is a consensus for
village cluster consolidated services to develop a nore robust
energy transportation infrastructure for Wstern Alaska that
consolidates public services and infrastructure support for
comunity sustainability. The Calista region is a good nodel:
it has many small villages that |ack basic infrastructure, so
doing a cluster approach would work in this region.

1: 52: 36 PM

MR. OANETUCK shared an anecdote, explaining that nany of the
region's people are graduates of boarding schools. He is the
graduate of a Jesuit boarding school at Saint Mary's M ssion and
his older sister is a graduate of four years of boarding school.
Last summer his 80-year-old father said sonmething was |ost when
boardi ng schools were lost. Wen a high school was put in every
village the quality of education was |ost that boarding schools
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used to provide. He related that his nephew and nieces are in
hi gh school in a boarding school at a Galena. The young people
are voting with their feet by going to boarding school because
they recognize the quality of education that a boarding school
potentially can provide. Part of the solution to the high cost
of living in the Calista region is to build infrastructure that
woul d serve those comunities located in a cluster. For
exanple, a 15-mle road has connected Saint Mary's and Muntain
Village since the early 1980s, and a 6, 000-foot runway at Saint
Mary's used to land Mark Air jets in the early 1980s. Rat her
than building a high school in every little village at a cost of
$30 mllion each, a regional high school could be built to serve
the cluster conmmunities. Roads could be built to connect those
cluster villages and to bus kids to the high schools; for
exanpl e, the Anchorage School District buses kids from G rdwood,
which is 30 mles away. Regi onal hi gh schools, mddle school s,
or elenmentary schools would allow focus on a higher quality of
education with specialists. Statistics show that 6 out of 10 of
the region's high school students do not graduate and a regional
school is a potential solution. This is also part of the
proposal to address high energy costs. There could be sub-
regi onal, gas-powered power plants that serve the surrounding
comunities with high voltage/high wattage interti es.

M5. JAMES highlighted the successful program of the Chininik
Wnd G oup, which established four wind turbines in the village
cluster conprised of Tuntutuliak, Kongiganak, Kw gilingok, and
Ki pnuk. Each of the four commnities has wind turbines that are
connected and for each conmmunity there has been a 30 percent
di spl acenent of the fuel costs of the power plants and a 30
percent displacenent of fuel <costs in the hones that are
participating in this project.

1: 56: 23 PM

MR. OALETUCK brought attention to slide 9 to discuss the state
and |ocal benefits of village cluster consolidated services.
State benefits would include reducing duplication, achieving
economes of scale to lower costs, coordinating state agency
master plans, sharing of resources, centralizing and bettering
of schools, and leveraging limted state capital and operating

f unds. Local benefits would include |inked conmmunities, nore
reliable power, cheaper energy and transportation costs, higher
quality services, inproved education for rural students, and

i nproved energency services and resources.
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M5. JAMES addressed the map on page 9, pointing out a well-
traveled trail to Toksook Bay, as well as a trail to Tununak.
She noted that these trails are used in winter and could becone
a road systemfor this cluster of conmmunities.

1:57: 38 PM

M5. JAMES noved to slide 10, stating that the Donlin Creek M ne
affords access to energy. A 315-mle-long pipeline, privately
financed at $1 billion, is being proposed to transport natura

gas from the Beluga natural gas pipeline system 30 mles west of
Anchorage to the Donlin Creek Mne. Conpleting the gas pipeline

project provides a future opportunity for a federal, state,
public, and private partnership to expand a natural gas powered
electric intertie network into the region. This has potenti al

to expand the natural gas pipeline into the region, thus
reducing reliance on subsidized electricity from the power cost
equalization. She said Calista is optimstic to have the Donlin
Creek M ne nove forward. The infrastructure resulting fromthis
devel opment could potentially aid in reducing the energy crisis
the region currently faces. The Marshall dock and quarry woul d
provi de reduced public costs for the rock material to the Lower
Yukon projects. She asked for the commttee's support of the
request of $1.34 million for the road design, engineering, and
permts. The Emonak dock has possibilities of future expansion
for business developnment activities which potentially could
i nclude support of offshore oil and gas and Arctic devel opnent
if the $7.5 mllion request can be funded collaboratively wth
the State of Al aska and the federal governnent.

1: 59: 26 PM

REPRESENTATI VE TARR understood the $1.4 mllion would conplete
the [Pilcher Muntain] Project. She calculated that roughly
$6.2 mllion is left for funding the [Emonak Dock] Project and
surmsed this funding would be comng from the federa
gover nnent .

MR, OWETUCK replied correct, the original project was about
$14.2 [million] and that was from several years ago. The
engi neers have conme back to the Gty of Emmonak which has cone
to Calista Corporation and added sonme inflation for the cost of
mat eri al, services, and energy. These are therefore the |atest
nunmbers. There is a balance of about $13.8 million. Phase 1 in
its entirety will cost $7.5 nmillion, which |eaves about $6.9
mllion as the remaining bal ance.
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2:00:52 PM

REPRESENTATI VE HERRON commented that he has watched M. Janes
and M. OwM etuck grow up over and becone leaders in the Calista
or gani zati on. He said what they have denonstrated to the
commttee is that he represents a district of 32 conmmunities
that have to stand alone as conpared to Anchorage that has
mul tiple legislative nenbers representing one commobn comunity.
He offered his appreciation to the Calista Corporation for
showing the challenges that he faces as a representative in
West ern Al aska.

2:01:41 PM

REPRESENTATI VE TARR observed that the nedian incone is about
$46, 000 and the income of the 451 fishernen is about $46, 000 per
fi sherman. She asked where this nedi an i ncome cones from

MR. OALETUCK responded Emmonak is wunique in that it is a CDQ
community, so it has a fleet of offshore trawers that is able
to underwite the cost of purchasing comercial salnmon fromthe
commercial fishermen in the Lower Yukon. Therefore the wages
paid to the region's residents and the anmount paid for ex-vessel
value of the salnon harvested comercially is an anomaly, the
rest of the region is mred in poverty because of a lack of
resource devel opnent due to lack of access to cheap
transportation in turn due to lack of access or ability to
produce cheap energy. The percentages are U.S. Census data as
an aggregate average of over 25,000 people, but the nunbers for
Emmonak and that region are skewed due to access to the traw
industry and they skew the average higher than it would
ot herw se be.

The commttee took an at-ease from2:03 p.m to 2:05 p.m
2:05:27 PM

CO-CHAIR NAGEAK directed the conmmittee's attention to the next
presentation by the Donlin Gold Project.

JAMES FUEG Project Study Manager, Donlin Gold Project, Barrick
Gold Corporation, provided a PowerPoint presentation entitled
"Donlin Gold Project Update". Turning to slide 2 he explained
that Donlin Gold LLC is the operating conpany for the Donlin
Gold Project. Donlin Gold LLC is jointly owed by Barrick Gold
Corporation, the world' s largest gold mning corporation, and
NOVAGOLD RESOURCES | NC. Donlin Gold operates in partnership
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with Calista Corporation with whom Donlin Gold has a mning

| ease agreenent. The deposit itself is located on |ands owned
by Calista and The Kuskokw m Corporation (TKC). The | ands were
sel ected several decades ago for their mneral potential. A

separate surface use agreenment with TKC allows for the use of
t he | ands. Together with its partners Donlin Gold is commtted
to advice in the Donlin Project in coordination wth the
stakeholders in the region in an environnmentally responsible
manner to bring benefits to everyone in the partnership.

2:07: 02 PM

MR. FUEG displayed a map on slide 3 and pointed out that the
deposit is located about 270 mles west of Anchorage and 10
mles north of the closest conmmunity to the project, Crooked
Creek on the Kuskokwim River. Seen on the map is that there is
a conplete lack of infrastructure between Anchorage and the
Rai | belt and the project site. Shoul d the project nove ahead,
Donlin will propose to build and operate all the infrastructure
needed to support the project through construction and
oper at i ons.

MR. FUEG reviewed the site layout shown on slide 4, explaining
it shows what the project mght look |ike after about 25 years
of operation. It would be a large open pit mne wth a waste
rock storage facility, and a tailings storage facility. The
mll would be located on the ridge between the waste rock
storage and the tailings storage facilities. The deposit is
large with some 33 mllion ounces in the reserve, placing it in
the top fraction of undevel oped gold projects around the world.
That reserve would support a mne life of nore than 27 years
with an annual production of nore than a mllion ounces. | f
devel oped it would be one of the few m nes around the world that
actually produces nore than a mllion ounces annually. The open
pit operation would nove nore than 400,000 tons of rock a day
and the mll itself would process sone 60,000 tons of rock per
day. Power would be generated onsite using a gas fired power
plant with a pipeline from Cook Inlet to supply the gas.

2:08:57 PM

MR. FUEG described the tailings facility (slide 5), saying it
would be a state-of-the-art engineered tailings facility. | t
would be a rock filled dam simlar to the one at the Fort Knox
m ne outside of Fairbanks. The rock filled dam abutnment would
be constructed using the downstream construction nethod, which
is the nost robust and sound nethod of construction simlar to
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that used for water retention dans around the world. The
over burden woul d be excavated down to the bedrock before placing
the rock fill and the dam wall. This would also be the first
tailings facility built in Alaska with a conplete synthetic
liner to cover the full basin of the tailings storage facility,
thereby protecting the groundwater and ot her resour ces
underneath the tailings storage facility. The liner would be a
| ow-density polyethylene simlar to that wused in industrial
waste facilities throughout the country. Over the years of
devel oping and engineering the project, nunerous subsurface
i nvestigations have been conducted in the tailings dam footprint
to better understand the geotechnical conditions. This includes
some 41 core drill holes. WMany were drilled with chilled fluids
so when the core is brought back to the surface the ice and clay
layers wthin those <cores renmains intact to provide an
understanding of the geotechnical conditions. Sonme 37 auger
holes were drilled, about 60 test pits were dug, 18 seismc
surveys were conducted, and 4 resistivity lines were run. As
t he desi gn advances t hr ough detail ed desi gn t owar ds
construction, additional onsite investigations and drilling wll
be conducted to fully identify the subsurface conditions that
have the potential to inpact the design and construction.

2:10: 54 PM

MR. FUEG discussed the map on slide 6, explaining that since
there is no existing infrastructure in the area, Donlin proposes
to build all the infrastructure needed to construct and operate
the project. This would include a 30-nile road froma port site
to be constructed on the Kuskokwim River near the nouth of
Jungj uk Creek, a 5,000 foot runway, a 600 man permanent canp to
support the project during operations, and a 2,500 nan tenporary
canp to support the project during construction. Together with
its partners, Donlin Gold would also propose to build a port
site specific for the project at the conmunity of Bethel on the
downriver side of the Kuskokw m Additionally, there would be
the 315-mle-long gas pipeline that Donlin Gold is proposing to
build from Cook Inlet.

MR. FUEG addressed the logistic and supply chain as depicted on
slide 7, noting that during operations the project would require
sonme 100,000 tons annually of consumables, including mning
consumabl es such as truck tires, as well as 30-40 mllion
gallons of fuel annually to power the nobile fleet associated
with the m ne. The anticipation is to supply these consunabl es
and fuel directly from the Wst Coast. Consunmabl es woul d cone
via line-hold barge out of the Wst Coast, nost likely Seattle
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or Tacoma, into Bethel. Fuel would either by transported by
tanker to Dutch Harbor and then by a line-hold barge into
Bethel, or possibly direct from the Wst Coast into Bethel on
I i ne-hol d barges. In Bethel the fuel and consunmabl es would be
transferred to shallowdraft river barges for the 185 mle trip
up the river to the port site at Jungjuk and then onto trucks
for transport to the mne site. There would be a tank farm and
storage areas |large enough to hold all the supplies needed to
operate through the wi nter season when the river is frozen.

MR. FUEG provided further details regarding the proposed natural
gas pipeline (slide 8). The 315-mle-long pipeline would be a
buried, 14-inch steel pipeline carrying gas from the west side
of Cook Inlet near Beluga to the mne site. The pipeline would
use a single conpressor station |located near Beluga and its
current configuration would be able nove about 70 mllion cubic
feet of gas per day. At this point it is anticipated needing
between 30 and 35 nillion cubic feet of gas a day to power the
mne site. The average running load at the mne site would be
around 150 negawatts, an amount simlar to what the community of

Fai r banks uses. The pipeline would be constructed using
tenporary infrastructure that would be reclained after
devel opnent. It would be an open access pipeline, nost likely a

contract carrier, which is a requirenment of the right-of-way
| eases from both the state and federal governnents whose | ands
woul d be crossed to build the pipeline. While this is a |lot
smaller than sone of the pipeline projects currently being
considered in the state, it is by itself a challenging and
expensi ve project.

2:14:17 PM

MR FUEG turned to slide 9, reporting that the permtting
process for the Donlin Gold Mne began in July 2012 when the
initial federal permt applications were filed with the US.
Arny Corps of Engineers (Corps). The Corps is the |ead agency

for the environmental inpact statenent (EIS) for the Donlin
Pr oj ect . The project currently being permtted includes the
315-mle-long gas pipeline, the mne site facilities and
operations, and the infrastructure previously described. The

schedul e shown on slide 9 is a schedule put out by the Corps and
represents the current view of when the EIS would be conpl eted
which right now looks like a Record of Decision (ROD) conng
sonmetinme in 2017. A draft EIS will go out for public coment
|ater this year. He thanked the Departnent of Natural Resources
(DNR), the Departnent of Environnental Conservation (DEC), and
other Al aska state agencies for their role in the permtting
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process and their efforts to keep the permtting on track and
conpr ehensi ve.

MR. FUEG reviewed the EIS public scoping neetings (slide 10)
t hat have been held. He said Donlin has been in the region for
20 years and through that time Donlin has been known for its
high | evel of stakeholder engagenent and consultation. Donl i n
has been supportive of that process continuing through the EIS.
He explained that slide 10 shows the process that the Corps used
in doing the scoping for the Donlin EIS. The Corps conducted 13
scoping neetings |looking for local input and testinony at
various |locations around the project site, one in Anchorage and
in twelve comunities located in Wstern Al aska. Donlin
facilitated transportation from all the surrounding spoke
communities into the central hubs where the neetings were
conducted, thereby allowing residents of every community to
participate in the scoping process and give testinony as they
desi red. Donlin believes this is one of the nbst conprehensive
scopi ng processes ever conducted for an EIS.

2:16: 34 PM

MR. FUEG noved to slide 11 to further discuss the community
engagenment. Wth its long history of partnership and engagenent
with the conmmunities, Donlin considers itself as part of the
famly of Southwestern Alaska and continues to remain engaged
with the comunities as the project nobves through permtting.
Donlin maintains staffed year-round offices in Bethel and Aniak

and conducts 25-30 village neetings per year. Donlin has fluent
Yup'i k speakers on staff and the villages can choose to have
presentations provided in either English or Yup'ik. Mat eri al s

such as brochures are also provided in Yup'ik and Donlin staff
has developed a Yup'ik glossary of mning terns to help people
understand the technol ogy being proposed for use at the site.
Donlin has a long reputation for local hire on the project.
Since field activities are Jlimted while noving through
permtting, folks from Donlin's workforce devel opnent have
devel oped a school outreach and a ot of time is now bei ng spent
in outreach to mddle and high school students trying to help
them prepare for the jobs that would becone available if the
proj ect noves ahead. Donlin has an active schol arship program
that supports students in the region both for technical and
university |evel education. Donlin's comunity investnent
program focuses on cul tural preservati on, envi ronment al
protection, comunity wellness, and education. Donlin | ooks
forward to continuing its partnership with the conmmunities of
the region as the project noves forward.
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MR. FUEG concl uded by reviewi ng the econonmc benefits listed on
slide 12. During construction the peak workforce would be
around 3,000 people, resulting in a direct payroll of sone $375
mllion per year over the 3-4 years of construction. During the
nore than 27 years of operations the average workforce would be
around 900 people with a direct annual payroll of $100 mllion

| ndi rect and induced payroll would be about $60 nmillion a year,
which Donlin believes could have nmany positive inpacts for the
regi on. In addition to wages, significant royalties would be
going to partners Calista and TKC, with many of these being
further distributed throughout the entire state under the 7(i)
and 7(j) provisions of the Alaska Native Clains Settlement Act
(ANCSA) . Additionally, the project would pay mning |icense
taxes and corporate income taxes to the State of Al aska.

2:19: 49 PM

REPRESENTATI VE JOHNSON requested M. Fueg to explain the
di fference between the tailings dam being proposed by the Donlin
Gold Project and the dam that recently failed in Canada [ Mount
Pol l ey dam British Colunbia].

MR FUEG qualified he is not a geotechnical engineer, but
replied that there are substantial differences. The Donlin dam
woul d be 100 percent rock filled and he understands that the
[ Mount Pol |l ey] dam was not. The [Munt Polley] dam was not
constructed using the downstream construction nethod and instead
utilized a process whereby the tailings actually becone part of
the damwall, which is not what Donlin is proposing to do. Mbst
inportantly, Donlin has spent alnost two decades collecting
climate data in the area and has accessed previous decades'
worth of <climte data from governnment stations around the
region, allowing the production of various accurate nodels of
the climatic conditions, rainfall, and water flows expected
through the project area. Using that information Donlin has
built in nore than redundant capacity to deal with water inflows
into the tailings facility and into the project area. Donlin is
al so looking at state-of-the-art treatnment for water discharge
from the site. Doi ng that avoids what was one of the major
causes of the problens in British Colunbia where the dam was
actually overfilled with water that it wasn't designed to retain
and Donlin is not proposing to do that.

2:21: 33 PM
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CHARLI E COBB, Technical Engineer, Architect, Dam Safety and
Construction Unit, Division of M ni ng, Land and \Water,

Department of Natural Resources (DNR), responded further to
Representative Johnson's question, noting there are sone pretty
significant differences between the Donlin Project and the Munt

Poll ey Project other than the design of the damitself. One of

the main problens at Munt Polley was the failure of the
engi neers to understand the foundation conditions in that dam

There was an unconsolidated deposit of glacier silts and sands
in the foundation that actually led to the failure of that dam
and there were sone construction issues in that the dam was not

conpl eted per the design. The issue is not so much the
difference between the dams as it is the failure of the
engi neers to understand the site conditions of the Munt Polley
Project. Gven Donlin's commtnent to the research necessary to
understand the project setting, DNR is pretty confident there
wll not be a repeat of sonmething simlar to Mount Poll ey.

REPRESENTATI VE JOHNSON stated he knew the answer when he asked
the question, but said he wanted the difference to be pointed
out because of canpaigns against the Donlin Project using Munt
Pol | ey as an exanpl e.

2:23:39 PM

REPRESENTATI VE HERRON di scl osed that he and M. Fueg have known
each other for many years and that the dam would be located in
his election district. He inquired what sone of the
possibilities are in the region for the excess generating
capacity of the plant that will be powered by gas.

MR. FUEG answered there wouldn't so nuch be excess generating
capacity with the plant, but there would be excess capacity
within the pipeline. It would be an open access pipeline and

as such, would be available to any third party, whether private
or governnment, to tap into that pipeline for gas to power
generati on.

REPRESENTATI VE HERRON noted that the Donlin Gold Project has
been flying under the radar conpared to the [proposed Pebble
Creek] m ne. He requested M. Fueg to address the difference
bet ween the two m nes.

MR. FUEG replied he hesitates to comment on the differences
because he is not an expert on the other mne. However, he
t hi nks one of the big factors that have led to Donlin's |evel of
advancenent in permtting is its long history of cooperation and
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engagement with its partners and individual conmunities and
i ndi vi dual people. He said he doesn't think there is any person
in the villages in the Calista region or up on the Yukon who
hasn't either worked at Donlin or has a famly nenber or knows
sonmebody who has worked at Donlin. That long partner history
during the 20 years of developnent is the reason Donlin has been
able to nove forward.

2:26: 08 PM

REPRESENTATI VE HAWKER of fered his w shes for the best of success
with the Donlin Project, saying it is inportant to the future of
the region and the future of the state. He inquired whether the
m ne project has a commtted source of gas for its pipeline.

MR. FUEG responded that at this point Donlin does not know. The
project is currently advancing through permtting. The partners
have conmtted to take the project through permtting but have
not yet made a commtnent to construction of the project. As is
comon in large projects like this, the partners are waiting to
see how the permtting ends up before meking final decisions on
commtnment and that would be the point at which the project
woul d start | ooking for hard comm tnents on gas.

REPRESENTATI VE HAWKER noted that the actual mning activities
are heavily regulated and involve a great deal with both state
and federal permitting processes. He asked whether the proposed
natural gas pipeline entails any public regulatory agency or
public regulatory oversight or permtting separate from Donlin's
activities involved in actually permtting the resource
devel opnent .

MR. FUEG answered the pipeline itself, the mne, and all the
associated infrastructure are covered under a single permtting

process as a single EIS. There will be a single wetlands permt
for the entire project. The various conponents of the project
will have various individual permts from the regulated
per specti ve. It will be an open access pipeline, a contract

carrier, and as such will be regulated by the state.
REPRESENTATI VE HAWKER understood the EI'S schedul e presented by
M. Fueg [slide 9] is one EIS for the entire project, including
resource devel opnent and the gas pipeline devel opnent.

MR. FUEG replied correct.
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REPRESENTATI VE HAWKER further understood that M. Fueg believes
the regulatory authority over this particular pipeline would be
state regulatory authority through the Regul atory Conm ssion of
Al aska (RCA).

MR. FUEG responded correct.
2:28:34 PM

REPRESENTATI VE TARR commented that the distinction between the
Donlin Project's tailings pond and the [Pebble Mne] is that the
[ Pebble M ne's] proposed tailings pond is designed to be Iike
Mount Polley, the one that fail ed. A presentation |ast sumrer
reviewed the three different tailings pond options, which
provi ded a higher level of confidence in the safety surrounding
t he Donlin Project.

2:29:26 PM

REPRESENTATI VE SEATON recalled the state having to take over the
II'linois Creek Mne due to its bankruptcy and pollution problens
and there was not enough bonding but enough gold was left and
recovered to pay the costs. Gven the Donlin Project is not on
state land, he inquired whether there are still bonding
requirenents in case of possible events.

MR. FUEG answered that the state bonding requirenents on private
land are the sanme as they are on state |and. Bef ore any
construction can begin Donlin must have approval of both its
reclamation and closure plan and the bond or bonds associated
with that closure plan. Donlin is Jlooking at a bonding
instrument both for the inmediate physical closure activities

which would be in the order of hundreds of mllions of dollars,
and a further instrunent for covering any long-term costs
associated with the closure, such as water treatnent. So, it
will be fully bonded. The state process requires that that
closure plan and the associated bond be updated on a five-year
basis as the project noves through operations and construction.

2:31:11 PM
REPRESENTATI VE JOSEPHSON asked whet her NOVAGOLD and Barrick Gold
have other projects in Alaska and what their big projects have

been i n Canada.

MR. FUEG replied NOVAGOLD is a junior mning conmpany and does
not own and operate any other projects, although it is involved
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in the devel opnment of another project in British Colunbia called
Gal ore Creek, which is currently in the pre-feasibility study of
engi neeri ng. Barrick Gold is the world' s largest gold mning
cor porati on. The conpany was recently slimred down from owning
sonmething like 27 mnes around the world to about 20. Barrick
Gold owns and operates nany of the large mnes in Nevada and
nost of Barrick Gold' s core assets are located in Nevada. He
believed Barrick Gold operates one, or possibly two, mnes in
Canada.

REPRESENTATI VE JOSEPHSON i nquired whether one of the mnes on
the Seward Peninsula near Nonme was owned by Nova Copper or
NOVAGOLD and further inquired whether there was any connection
bet ween t he two.

MR. FUEG responded it was NOVAGOLD, but said that operation has
been cl osed down. It was permtted and operated for a brief
while and then closed down a few years back. He believed the
property was sold, but said he doesn't know whether the state
has yet rel eased the bond.

2:33: 33 PM
ADJ QURNIVENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 2:33 p. m
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