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No previous action to record
W TNESS REQ STER

DEANTHA CROCKETT, Executive Director

Al aska M ners Associ ation (AVA)

Anchor age, Al aska

PCSI TI ON  STATEMENT: Presented an overview regarding the
econoni c i npacts and benefits of Alaska's mning industry.

KAREN MATTHI AS, Executive Director

Counci |l of Al aska Producers (CAP)

Anchor age, Al aska

Al aska

POSI TI ON STATEMENT: Presented an overview regarding mning in
Al aska.

M KE SATRE, Representative

Hecl a Greens Creek M ning Conpany (HGCMO)

Juneau, Al aska

POSI TI ON STATEMENT: Testified regarding G eens Creek Mning's
permtting process.

ACTI ON NARRATI VE

12:12:56 PM

CHAIR CATHY G ESSEL called the joint neeting of the House and
Senate Resources Standing Commttees to order at 12:12 p.m
Representatives Josephson, Tarr, Hawker, and Talerico, and
Senators Stoltze, Costello, and G essel were present at the call
to order. Senator Wel echowski arrived as the neeting was in
pr ogr ess.

OVERVI EWN'S): Al aska M ners Associ ation

12:13:39 PM

Chair G essel announced that the only order of business would be
an overview of mning in Al aska by the Alaska M ners Association
and the Council of Al aska Producers (CAP).

12: 13: 58 PM

DEANTHA CROCKETT, Executive Director, Al aska Mners Associ ation
(AMA), said that the Alaska Mners Association (AMA) is a trade
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association that represents the mneral industry in Al aska from
| arge scale mnes and projects to the placer mning nenbership
vendors and contractors, and anyone involved in the mning
i ndustry.

KAREN MATTHI AS, Executive Director, Council of Al aska Producers
(CAP), said the Council of Al aska Producers (CAP) nenbers are
al so nenbers of the Alaska Mners Association (AMA) and work
closely together. She expressed that safety is a core value for
the mning industry and extended that safety should be a factor
around in the honme in the use of safety gl asses.

12:16:10 PM

M5. CROCKETT referred to slide 3, of the Mning Industry Update
presentation describing the inportance of mnerals in our |ives
in that, gold is anti-corrosive and is used to ascertain that
air bags in cars deploy in the event of a crash; silver is used
in hospitals for patients with burns to prevent a skin infection
and to treat the burn; zinc is used to galvanize guard rails so
they hold the car in a crash and is also used to prevent
sunburn; copper tubes provide a safe potable water supply and
copper also acts as a reliable conduit for snpoke detectors and
ot her energency  systens; lead provides  battery strength
necessary for energency back-up power of conputer server systens
and telecomunications in the event of power failures; and
pl ati num silver, gold, and alum num which are found in Al aska,
are critical elenents of the |Phone.

CHAIR G ESSEL added that zinc is also found in diaper rash
ointnment and is very effective.

12:17: 44 PM

M5. CROCKETT referred to slide 4, and advised that mning occurs
virtually everywhere in Al aska. She said slide 5, is the Red
Dog Mne in Northwest Alaska and is one of the world' s |argest
zinc mnes which also produces lead and silver. The Red Dog

Mne is on NANA Regional Corporation land, is operated by Teck
Resources, and that the partnership is celebrating over 25
years, she noted. She further noted that the Red Dog M ne
enpl oys 600 enployees with a l|arge percentage being Al aska
Nati ve and NANA Regi onal Corporation sharehol ders. The Red Dog
Mne is the only tax payer in the formof the paynent in |lieu of
taxes systemin the Northwest Artic Borough.
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M5. CROCKETT referred to slide 6, and explained that the Fort
Knox Mne is Alaska's l|largest producing gold mne, is on State
of Al aska and Alaska Mental Health Trust Land and operated by
Kinross Gold. She advised that Fort Knox enpl oys 650 people all
of whom live in Fairbanks and drive honme at the end of their
shift. She noted that Fort Knox is the l|argest property tax
payer in the Fairbanks Northstar Borough. She referred to slide
7, and said it depicts the Usibelli Coal Mne in Healy, Al aska,
adjacent to Denali National Park and Preserve which has been
operating continuously since 1943. It enploys 140 people who
live in Healy where the mne pays the majority of the severance
taxes for the Denali Borough. She noted that the Usibelli Coa
fuels 30 percent of interior Alaska' s energy supply and |ast
year a study showed that without the coal in that electricity
supply, interior Alaska's power would cost $200 mllion nore
annual | y. Slide 8, depicts the Pogo Gold Mne near Delta
Junction which is an wunderground gold mne operated by the
Sumitonmo Goup and is entirely on State of Al aska I and. The
Pogo Gold M ne enploys 320 people and has a promising future in
that last year the mne spent $57 mllion on capita
expendi tures al one.

12:19: 45 PM

M5. CROCKETT referred to slide 9, and stated that the G eens
Creek Mne in Juneau, Alaska, is one of the top 10 silver
producers in the world and also produces gold, lead, and zinc.
She advised that it is federally owned, is |located on a national
nmonunment, and is operated by the HECLA M ning Conpany. G eens
Creek Mne is the largest Southeast Al aska private enployer in
terms of payroll and it enploys 415 people. She referred to
slide 10, and advised that also located in Juneau is the
Kensi ngton Gold M ne. She described it as a an underground gold

mne located in Lynn Canal, situated on State of Al aska,
federal, and privately owned l|land, and is operated by Coeur
Al aska, Inc. She remarked that Kensington Gold Mne is the

second |argest private enployer in Southeast Al aska, enploying
320 peopl e.

SENATOR STOLTZE stated there is a side story on the Kensington
Gld Mne in that its biggest challenge was not necessarily
econom cs or engineering, but |egal challenges and how long it
took to get to approval.

M5. CROCKETT responded that the Kensington Gold Mne [lawsuit]

went all the way to the U S. Suprene Court before being approved
and allowed to go into operation as there was litigation agai nst
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its tailings facility. She explained that Kensington Gold M ne,
during litigation, had to lay off all of the workers that were
ready to go to work. She pointed out that to have the mne
open, operating, and benefiting Juneau today is a huge victory.

12: 21: 29 PM

M5. CROCKETT referred to slide 11, and noted that the
exploration projects are highlighted, and the projects depicted
by green triangles are projects in the stages of determ ning
their economic feasibility, or are expected to go into
permtting soon, or are in the permtting stage. She stated
that the Upper Kobuk Mneral Project is pursing deposits of
copper, zinc, gold, and silver on NANA Regional Corporation |and
in the Anbler Mning District. She conveyed that Livengood, in

Interior Alaska, wll produce gold, that feasibility studies
have been conducted, and the conpany [International] Tower Hill
Mnes is currently conducting project optimzation. | t

estimates it wll enploy 450 people at production. The Donlin
Gold Project is an open pit mne design in the Yukon Kuskokw m
region, is in its permtting process which began in late 2012,
and is proposing to develop a 315 mle natural gas pipeline from
Cook Inlet to the mine site for its power plant. The project is
| ocated on Calista Native Corporation |and and expects up to
1,400 enpl oyees at production. She explained that Wshbone Hill
is a coal project proposed by Usibelli Coal Mne, Inc., which
operates the states only coal mne and is situated in the Sutton
area of the Matanuska-Susitna Vall ey. The permts of Wshbone
Hll were upheld last year but it is currently evaluating the
project given the market conditions for coal exports and, she
related that it has the potential to enploy 75-125 people in the
Mat - Su region. She described Chuitna as a coal project proposed
in West Cook Inlet, near Tyonek, and is on a conbination of
state, Mental Health Trust Lands, private, and Kenai Peninsula
Bor ough | ands. The project is currently in the permtting
stage, expects draft permt decisions late this year or early
next year, and expects 300-350 production jobs.

MS. CROCKETT pointed out that the Pebble Mne is a copper, gold,
and nol ybdenum deposit in Southwest Al aska near Lake |Iliama.
She explained that the project is located entirely on State of
Al aska | ands. Currently, she noted, the project proponents are
actively seeking an investnent partner in addition to conducting
studies needed at the site, and it estimates it wll enploy up
to 1,000 people at production. She offered that the last two
projects are located on the Prince of Wales Island and that the
Ni bl ack Project is an underground copper, gold, zinc, and silver
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project |located on state and federally owned | and. She advi sed
it is undergoing engineering and environnental studies needed to
support a feasibility study and the N black Project estimates
approxi mately 200 enpl oyees at production. She offered that the
| ast project is the Bokan-Dotson Ridge REE project which is a
rare earth elenent deposit |ocated entirely on federally owned
land and the project is conpleting its studies to begin
perm tting.

12: 24: 34 PM

M5. MATTHI AS pointed out that there are only six large producing
mnes in Al aska, five netal and one coal. She referred to
slides 12-13, and stated that mning conpanies pay its
expl oration, devel opnent, and construction costs. Al aska is
unique in that often the deposits are in renote areas so the
conpanies are also |ooking at paying for access and

infrastructure for the project, she explained. For exanple, the
Red Dog M ne and the Kensington Gold Mne are conpletely off the
grid so they supply all of their own power. She noted that
Green's Creek Mne and the Kensington Gold Mne built their own
ports, the Pogo Gold Mne built a 50 mle electrical
transmission line and a road to the site, and the Donlin Cold
Project is looking at a 315 mle natural gas pipeline. She
referred to permtting and advised that the state's costs for
permtting are billed to the project, for exanple, the Donlin
Gold Project is currently in state permtting and its
rei nbursable service agreenent for this year totals $900
t housand. She offered that there are also reinbursable service
agreenents for those mnes that are already in operation because
there is ongoing nonitoring, normal regulation, and sonetines

expansion that are being permtted. Anot her exanple, she
offered, is the Red Dog Mne whose reinbursable service
agreenent with the state is $659, 000. There is also the

fi nanci al assurance for reclamation and closure which the
conpani es put up at the beginning of the project.

12:26: 59 PM

SENATOR STOLTZE referred to the Chuitna Coal Project regarding
The Al aska Mental Health Trust Authority (The Trust) and asked
its percentage of ownership, or participation, and whether there
are ideas of potential revenues. [He asked that the record
reflect] The Trust's responsibility, and who the beneficiaries
are, such as individuals wth autism Down's Syndronme, drug and
al cohol abuse, Asperger's, who are the reason the Key Canpaign
was here. He stated he does not want to |ose perspective that
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that's just not ... irrespective it has becone a poster child
for advertising and so forth. He stated it is inportant to
recogni ze the beneficiaries and the responsibility of The Trust.
He said one of the potentials of revenues for The Trust
beneficiaries ... the class of Alaskans ... many seen |ast week
during the Key Canpai gn.

M5. CROCKETT responded that mning is a large contributor to the
The Trust of which was given lands to develop in order to fund
it nmoving forward. She advised she has seen both | and ownership
of how nuch acreage the Chuitna Coal Project is on versus the
ot her borough and state land it is on, as well as what they are
projecting their revenues wll be. She advi sed does not know
that information off the top of her head and wll provide the
information to Senator Stolze's office in a couple of days.

12: 28: 41 PM

M5. MATTHIAS referred to slide 14, and advised that an area they
reviewed in ternms of mning paying for itself, is enphasizing
the long tinmelines and how capital intensive it is to bring a
project into production in Al aska. The slide depicts the five
netal mnes in Alaska: two of them had twelve years between the
deposit discovery and going into production; and two nines took
nore than two decades. She noted that Kensington was del ayed
due to litigation which was 27 years fromwhat is defined as the
first nodern deposit discovery because it was a historic

district. She pointed out that depending upon the project,
developing the mne into production could be hundreds of
mllions of dollars, or many billions of dollars as these are
very large scale projects. |In that regard, it is understandable
why conpanies need to have l|large market capitalization, access
to financing, and plenty of patience. Yet, she stated, wth

regard to "First Production,"” these five large mnes are young
as the oldest, Red Dog Mne and Geens Creek Mne, started
operations in 1989. She referred to slide 15, and stated that
the Al aska Industrial Devel opnent and Export Authority (Al DEA)
has been involved in infrastructure investnent. The Al aska
| ndustrial Developnment and Export Authority investnent in the
DeLong Mountain Transportation System (DMIS) which is the Red
Dog Mne road and port, is $265 mllion of which has been fully
recouped and the paynents as currently scheduled will continue
to 2034. She reminded the commttee that AIDEA'sS mission is
econom c growh and econom c developnent for Alaska and that
DMIS has been one of the best investnents Al DEA has made to date
as it helped the Red Dog M ne beconme an econom c engine for the
Northwest Artic Borough and also provided a steady and
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reasonable rate of return on that investnent. The Al aska
| ndustrial Devel opnment and Export Authority also invested in the
Skagway Ore Term nal . She pointed out that Skagway has a snall
popul ation, its econony is reliant on seasonal tourism and the
jobs at the Skagway Ore Term nal are significant for Skagway's
econony.

12: 32: 03 PM

M5. MATTHIAS referred to slide 16, and stated that mning has
been involved in supporting infrastructure for over 100 hundred
years. Mning in Juneau built the first hydroelectric dans and
sonme are still in use today bringing clean affordable energy to
this building. She advised that the Fairbanks Fort Knox M ne
provi ded an econony of scale for an electrical generation that
resulted in lower electrical rates for residential custonmers in
Fai r banks. The Donlin Gold Project is looking at a natural gas
pi peline which could be a "gane changer" for Wstern Alaska in
ternms of bringing cheaper and cleaner energy into that section
of the state. She stated "mning pays for itself.” Ms.
Matthias then referred to slide 17, and renmarked that the five
metal mnes in Alaska are very young and this is a nodern

i ndustry. The five mnes were permtted wunder nodern
envi ronnent al | aws after the passage of the National
Environnental Policy Act of 1969 (NEPA) and the Cean Water Act
(CWA). There is a one hundred year history of mning in Al aska

but the netal nmnes are young, nodern, and technologically
advanced. She offered that these mnes were permtted in 1980s-
2000s, and the general public demands high standards in termnms of
safety, environnental protection, and responsible resource
devel opnent .

12: 34: 04 PM

M5. MATTHIAS referred to slide 18, and stated that there is no
one permt required to build a mne as each project is different
and there are dozens of pernmits at the state, federal, and | ocal

| evel . In fact, she advised, the Donlin Gold Project estinmates
it is looking at approximately 100 different permts and
aut hori zati ons. She related that submtting applications and

going into the process is not a guarantee as projects have to
prove they neet Al aska's tough standards. Once a mne goes into
operation the strict regulatory oversight continues through the
life of the mne. During the operating period the state's
inspections to ensure that mnes are conplying wth their
permts, the costs of the state's regulatory oversight is billed
to the mne. Ms. Matthias referred to slide 19, and advised
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that when it conmes tine for a mne to close Alaska law is very
cl ear. The mne site nmust be returned to a stable condition
and, she advised that |long before the mne goes into operation

the Reclamation Plan nust be approved by the comm ssioner of the
Department of Natural Resources (DNR). In that regard, the
conpany nust put up a financial assurance that is calculated by
the regulators at third party costs so in the event the conpany
is unable to step up and undertake the reclamation closure, the
state has the resources to do so. She highlighted that the |aw,
[AS 27.19], and its requirenments apply equally to United States
conpani es and non-United States conpanies. She expl ained that
the ampunt calculated as necessary at the beginning is not set
in stone and forgotten, as it is reassessed every five years or
whenever there is a significant change.

12: 36: 30 PM

M5. CROCKETT referred to slide 20, and pointed out that the
mning industry brings "amazing" economc benefits to Al aska.
She advised that the mning industry provided: $620 mllion to
Alaska's mners; [$144] million in Alaska Native Corporation
revenues which under Al aska Native Cains Settlenment Act (ANCSA)
70 percent of which are distributed to all regional and village
corporations; in 2013, $167 mllion in revenues went to the
State of Alaska and local comunities; $169 nmillion was spent in
exploration and developnent of future mning activity; $500
mllion spent on goods and services from Al aska businesses; $3
mllion in charitable donations and scholarships; and 8,700
direct and indirect jobs that carry an average wage of $100, 000
annually and enploy residents of over 50 communities of this

state. She noted that half of those comunities are in areas
where there are few other econom c opportunities. She pointed
to slide 21, and stated that in addition to jobs, |ocal

spendi ng, donations to non-profits, mning provides val uable and
stabl e | ocal governnment revenue. She highlighted that mnes are
the top property tax payers in the Fairbanks Northstar Borough

Nort hwest Artic Borough through the Paynents in Lieu of Taxes
(PILT) Program and the City and Borough of Juneau. M nes al so
pay various fornms of taxes to the Denali Borough and the Cty of
None, and noted that the Pogo Gold Mne, which is not in an
i ncor porated borough, makes a significant donation each year to
Delta Junction and has established a community advi sory board.

12: 38: 36 PM

M5. CROCKETT referred to slide 22, and advised that placer
m ning takes place alnost exclusively for gold but on a nuch
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smaller scale in terns of operation size, enployee count, wth
the major difference being it does not use a blasting or mlling
process, or chemicals to separate the gold from the rock. She
related that placer mning is becomng |ess combn except in
Al aska. She referred to "Placer Mning in Al aska" insert within
the "The Econom c Benefits of Alaska's Mning |Industry” brochure
submtted to the commttee and explained that this is a study
the Alaska Mning Association commssioned to determne the
econom c inpact of placer mning in Al aska. The results were

in addition to the six large operating mnes, that there is a
seventh | arge operating mne which is the conbined placer mning
i ndustry. She stated that there are approxinmately 300 hundred
pl acer operations actively mning that mne over 82,000 ounces
of gold each year. She noted there is a strong |ink between the
nunber of placer mnes and production and the price of gold.
She referred to slide 23, and stated that in 2013 there were
approximately 1,200 jobs in Alaska's placer mning industry and
on average each nmine had 4 workers but 27 percent of the mnes

had only a "single one man band." She commented that Al aska has
a few significant |arger placer mning operations that enploy 50
or nore people. O the 1,200 workers, 73 percent are Al aska

residents with the total placer mning related enpl oynent i npact
is 450 jobs in Fairbanks, 370 in the Anchorage and Mat-Su
regi on, and 600 outside of those two. She pointed out that well
over half of the placer mning jobs are outside Al aska' s nmjor
popul ation centers, and a total direct incone which includes
wages, shares of production, and owner profits are estimated at
$40 mllion for 2013. Interestingly, she said, nearly half of
the active placer operations have enployees with at |east one
famly menber working there, and their goal is to establish that
mning is the famly farmof the north.

12:41: 45 PM

M5. CROCKETT referred to slide 24, and explained that on a
procurement |evel placer mners spent approximately $65 mllion
on goods and services in 2013, and 88 percent of that was spent
in Al aska. Fai rbanks had the highest inpact at $32 mllion,
followed by Anchorage at $16 mllion, and the remaining $8.5
mllion was spent el sewhere in the state nuch of which supported
smal | rural econom es. She referred to slide 25, and advised
that as to reclamation and placer mning operations, its permts
require it to restore the land to previous or better condition

Recl amati on techniques in Alaska generally are not a one-size
fits all for placer mning as the vast majority in this case is
in the AMA nenbership and the miners have been there for several
decades. She advised that many of AMA's placer miners have been
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honored by the Bureau of Land Managenent (BLM and DNR for their
reclamation efforts.

12:42: 59 PM

M5. MATTHIAS referred to slide 26, reiterating that mning pays
for itself in covering its exploration and devel opnent costs as
well as permtting, contributing to infrastructure, follow ng
environnmental regulations, together with the requirenent that
the conpanies provide financial assurance for reclamation and
cl osure. She stated that the economc benefits of mning
regarding the 8,700 jobs in mning, which offer direct and
indirect jobs, and the average salary being $100, 000 per year.
She questioned why, with the above information, there isn't nore
mning in Al aska. Ms. Matthias opined that a portion is
permtting uncertainty as on the state level the mning industry
is confident in the rigor and strength of permtting agencies

and noted it is inportant the permtting agencies are funded to
do the job thoroughly and efficiently. She specified that the
uncertainty is on the federal side and as an exanple, |ast year
the United States Environnental Protection Agency (EPA) started
a process that could preenptively veto the Pebble Project before
it submts an application to be reviewed under the National
Environnental Policy Act of 1969 (NEPA) process. She advi sed
that this is the first time it would be done since the history
of the Cean Water Act. It worries not just mning in Al aska

but people all over the country because it is unprecedented and
involves nore than just the mning industry. She stated it is
not just about the Pebble Project in that permtting delays
i npact conpanies such as Geens Creek. She said that G eens
Creek started operations in 1989, and recently it needed to
expand its existing tailing storage facility. She pointed out
that ultimately it was approved as an 18 acre expansion of an
existing facility that took five years for permtting. She
referred to slide 27, and stated that during the period of
January 2011-January 2015 the S&P/TSX dobal Mning |ndex
dropped 50 percent. She related that people do not follow neta

prices quite as closely and they follow oil and many are unaware
of the continuing decline in nmetal prices since the highs of
2011. She offered that during that sane tine frane, 5 globa

m ning conpanies active in Al aska saw an average 75 percent
decrease in its share price. The inpact of lower netal prices
is especially seen in exploration spending so generally the
conpani es that devel op and operate |arge mnes "The Majors,"” and
conpani es going out l|looking for the next |arge deposit, do the
exploration are referred to as "The Juniors.”™ The Juniors tend
to cover the <costs of its operations by raising noney
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predom nantly on the Canadi an Stock Exchange. She stated that
investors are wuncertain due to lower nmnetal prices and are
| ooking at non-mning investnents. G obally, exploration was
cut in half between 2012 and 2014, but in Alaska there is a
record high in 2011 of $365 nillion. She explained that the
money was raised in Canada and spent in Al aska on exploration
drilling, helicopters and transportation, and renpote canp
servi ces. She remarked that |ast sunmmer the anobunt spent on
exploration in Alaska was $67 mllion, which is a large drop
fromthe nunbers in 2011

12:47: 37 PM

IVS. MATTHIAS responded to Representative Josephson that
according to AMVA's McDowel | report, in 2011 exploration spending
in Al aska was $365 mllion.

12: 47: 58 PM

SENATOR W ELECHOWSKI asked for a basic understanding of why
nmetal prices have gone down as the econony is doing well. He
said oil has gone down because there is a glut of oil, but wth

the econony going well there would be nore of a need for these
net al s.

M5. MATTHI AS responded that it is hard to underestimte the
impact that China has on the base netal prices. During the
1980's the anmobunt of base netals China was consum ng was a snall
per centage and now 45 percent of zinc in the world is bought by
China. She pointed out that China's economc growh has sl owed
over the last couple of years, and there are also conplicated
i ssues such as stock piling, hedging, and futures that she does
not have the expertise to discuss.

12:49: 25 PM

M5. MATTHI AS referred to slide 28, and advised the inpact of
metal prices going down, exploration spending going down, and
operating costs going up. The slide depicts the difference in
prices in a 10 year span between 2003 and 2013 and during that
period salaries are going up, equipnent alnost doubling, and the
price of diesel tripled. She noted that fuel prices are a |ot

| ower right now and that is true if an individual lives in South
Central Alaska, and it is relatively true in Juneau, but it is
not true in rural Al aska. For exanple, she remarked, the Red

Dog Mne, which is entirely off the grid, must bring in
approximately 20 mllion gallons of fuel, a year's supply, to
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power the entire operation during the period the port is ice
free, and pays July 2014 prices. She noted this equates to it
payi ng sone of the highest diesel prices around and will only
see relief on its diesel prices if the prices are | ow next July.
She referred to slide 29, and pointed out that the decline in
exploration spending has a real inpact in communities where
enpl oyees of mning conmpanies are |iving. She depicted, on the
slide, that in 2012 the little orange dots represent over 120
communities where at |east one mning enployee Ilived. She
stated that one of the issues AVA has been nost proud is the
rural regional inpact of mning in Al aska. She pointed out that
two years later there are fewer comunities where mning
enpl oyees live, which is directly connected to |less exploration
activity. The good news is that the overall jobs nunbers in
m ni ng have not gone down rmuch because the producing netal m nes
have added jobs. Although prices have declined and operationa
costs have increased, the five producing netal mnes are
enpl oying people at good salaries, contributing to local and
state governnent, meking paynents to Al aska Native Corporations,
and buying |ocal goods and services, all while maintaining the
strictest standards on environnental and safety.

12:52: 28 PM

M5. CROCKETT referred to slide 30, saying the single |argest
factor to continue to draw investnent to Alaska is its potentia
to bring increased activity on the mning scale, both discovered
and undi scovered. Al aska has an excellent reputation and it is
known that Al aska has "really great rocks." Al aska has world
class deposits that despite sonme form dable challenges both
economcally and politically are worthy of pursuit and wll
bring new investnment, nore jobs, and countless other benefits to
Al aska. In addition, the mning industry has trenendous support
from the State of Alaska |awrakers and the general public.
Referring to slide 31, she recapped that m ning passes the test,
and will continue to work for Alaska as the six |arge producing
m nes and hundreds of placer mnes have bright futures, and
future projects bring the promse of an increasingly diversified

econony. The mning industry has excellent environnmental and
safety records and intends to build on those successes noving
f orward. The industry has proven to be a significant

contributor to the econony and, she reiterated, Al aska's m neral
resources are significant and inpressive on a global scale which
will put Alaska in the spotlight for increased mning and
subsequent|ly increase econom c benefit for the state.

12: 54: 03 PM
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SENATOR W ELECHOWBKI queried where the mning industry is headed
in the near future in terns of rare earth m nerals.

M5. MATTHI AS answered that there is a project on the Prince of
Wales Island that is a rare earth deposit. She related what is
special about the project is that there is a segnment of rare
earth that is considered rarer than rare earth. These elenents
are considered "heavy," and a fraction are being pursued at the
Bokan- Dot son Ridge REE project. Currently, she explained, there
are other rare earth deposits in the state that are not being
actively pursued at this tine. Al aska stands to be the sole
donmestic supplier of rare earth to the United States. She
advi sed that al nost 100 percent is being inported from China and
Al aska would be the one donestic supplier in the United States
shoul d t he Bokan- Dot son Ri dge REE project nove forward.

12:55:15 PM

REPRESENTATI VE TARR stated that in reference to the Pebble M ne
and the Munt Polley mne disaster, she noted that the design of
the tailings pond to be sonmewhat simlar. She then referred to
the reclamation piece of the presentation and reiterated that at
| east $500 million was estimated in reclamation costs, yet the
conpany had only $14.5 million in its bonds. She questioned the
rel ationship between $500 million and $14.5 million.

M5. MATTHI AS expressed that the Munt Polly disaster was
unaccept able and should never have happened. She opi ned that
track record of mnes in Alaska that have tailings storage
facilities is excellent, and AMA is confident that the State of
Al aska has a robust regulatory system She explained that the
dam safety officer's responsibility is oversight of design,
construction, and nonitoring of the tailing storage facilities.
She said that +the Pebble Project has not submtted an
application and does not know exactly what the Pebble Project's
operation would |ook Iike. She described it as premature to
access its tailing storage facility options when AMA |[acks
information at this point. She assured Representative Tarr that
the conpany will be looking at the best avail able technol ogies
in order to put forward the application.

12:56: 59 PM

[ Senator G essel passed the gavel to Co-Chair Representative
Tal eri co, House Resources Standing Conmittee.]
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SENATOR COSTELLO questioned the taxes on the mning industry and
how Al aska conpares with other jurisdictions in the world, and
whet her Al aska is conpetitive.

M5. MATTHI AS pointed to the commttee handout entitled "M ning
Wrks for Alaska,” and mdway there is information presented
that goes into the details of mning taxation in Al aska. She
advised that some years ago the State of Alaska hired an
international consultant, Dr. James Qto, to review mning
taxation. She remarked that Dr. Oto determned that Al aska was
at the mddle of the pack in ternms of conpetitiveness wth
mning jurisdictions and the rest of the world.

SENATOR COSTELLO referred to DNR s successful Ofice of Project
Managenent and Permitting (OPMP) paid for by the conpanies
t hensel ves. She asked if any inprovenent is expected in terns
of the permtting process becomng |less tinely.

M5. CROCKETT replied that permtting on the state |evel (OPWP)
provides permt coordination anong both state and federal
agencies where generally on the federal |evel there are many
struggles. She offered that the enployees wth OPMP are engaged
with the federal agencies that Al aska projects need permts from
as well. On the state side there is always room for inprovenent
but AMA is happy with both the tineliness and the rigor and
standards of the system On the federal side the biggest issues
are uncertainty and delay in receiving [permts].

SENATOR COSTELLO indicated that her question was whether the
process could be less tinme intensive, not less tinely.

1: 00: 49 PM

REPRESENTATI VE TARR requested specific exanples of the federa
del ays that are problematic, excluding the Pebble Project.

M5. MATTHIAS answered that the nbst recent exanple is Geens
Creek and the expansion of an existing tailing storage facility
that took five years and ultinmately what was approved was an 18
acre expansi on. She described it as a considerable anmount of
time for a permt of an existing facility to be expanded.

REPRESENTATI VE TARR requested that M. Matthias explain how the
end result was different from the initial application to
understand why it mght have taken five years.

M. MATTHI AS deferred to M ke Satre of G eens Creek.
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M KE SATRE, Representative, Hecla Geens Creek Mning Conpany
(HGCMOD) sai d G eens Cr eek M ne initiated a National
Environnental Policy Act of 1969 (NEPA) process requesting an
expansion for the tailings facility in late 2009. He advi sed
that approximately 150 acres of tailings expansion was requested
to support nore than the full potential by asking for everything
at one tine. He explained that it could be opened up
increnentally in order that Geens Creek could review the
curmul ative inpacts of ongoing developnent in the area. At the
time the process began it was estimated to take approxi mately
two years on the federal side and then there would be sone
permts following that. The Geens Creek Mne ran into
significant delays during devel opnent of the draft Environnenta
| npact Statenent (EIS) process which ultimtely lead to a
del ayed issuance of the Record of Decision. Due to the change
in the Record of Decision they were allowed a small expansion
relative to the original expansion requested. M. Satre noted
there were delays in the Section 404 permtting process because
the project had changed and Geens Creek had to |ook at
different issues in how it would deal with litigation on the
wet | ands. It was the hope of Geens Creek to take a good hard
| ook at, together with all the stakeholders on Admiralty Island
and Juneau, the long term accumul ative inpacts of establishing a

tailings facility off the mne. Unfortunately, he advised,
Greens Creek has a tailings facility that will barely support
its 10-year nmne |life. Therefore, he remarked, it will have to

start another full NEPA process within the next two years.
1:04: 14 PM

CO- CHAIR TALERI CO advised he was involved in safety in this
industry at one tine, and that safety has turned into a regular
routine. He stated that the mning industry's safety records
are good and recomends to anyone in any industry that it is a
good idea to start the day with a safety share.

1: 05: 03 PM

ADJ QURNVENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 1:05 p. m
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