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ACTI ON NARRATI VE

12: 01: 00 PM

CHAIR CATHY G ESSEL called the joint neeting of the House and
Senate Resources Standing Conmittees to order at 12:01 p.m
Present at the call to order from the House Resources Standing
Commttee were Representatives Tarr, Johnson, Parish, Talerico
and Lincoln. Representatives Birch, Rauscher, and Josephson
arrived as the neeting was in progress. Present at the call to
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order fromthe Senate Resources Standing Conmmittee were Senators
G essel, Bishop, Coghill, von Inhof, Stedman, Meyer, and
W el echowski. Also present was Senator M cciche.

OVERVI EW'S):  UPDATE ON ALASKA'S M NI NG | NDUSTRY

12: 03: 00 PM

CHAI R G ESSEL announced that the only order of business would be
t he annual update on the state of mning in Al aska.

12: 03: 22 PM

DEANTHA CROCKETT, Executive Director, Al aska M ners Association,
i ntroduced a PowerPoint presentation entitled, "Mning Industry
Update," dated 2/13/18. She said Karen Matthias would begin the
portion of the presentation on the benefits of m ning.

12: 05: 19 PM

KAREN MATTHI AS, Executive Director, Council of Al aska Producers
(CAP), informed the conmttee CAP is a statewide trade
association of large producing netal mnes and advanced m ning
proj ects. She reported in 2016 netal prices began to inprove,
which led to inproved economcs for the mning industry in 2017.
In 2017, mning conpanies directly enployed 4,400 people and
supported thousands of indirect jobs through conpanies that

provi de services to m nes, i ncl udi ng transportation,
engi neering, and environnental rmanagenent. Ms. Matthias said
nost of the mning jobs are year-around and pay an average
salary of $108,000 per year. She pointed out mning has a

positive regional inpact to residents of over 55 communities and
over 600 businesses, many of which are in rural areas (slide 2).
Slide 3 listed the benefits of mning to Alaska Native
corporations; for exanple, the Donlin Gold project enployed over
90 percent local hire during its exploration phase, and the
Upper Kobuk Mnerals Project enploys 59 percent |ocal hire.
Further, Donlin Gold anticipates building a natural gas pipeline
to Western Alaska that would provide access to a clean and
af fordabl e energy source to village residents. Ms. Matthias
advised mning also provided $34 nillion in revenue to |ocal
governments in 2017, including the Gty and Borough of Juneau,
the Fairbanks North Star Borough, and the Northwest Arctic
Borough, $61 million to state governnent, and $49 mllion in
other state governnent-related revenue (slide 4). Turning to
the Al aska Pernmanent Fund, she advised a percentage of m ning
royalties for mnes operating on state land is deposited into

JT. H'S RES COW TTEES - 3- February 13, 2018



the fund, and the fund invests in mning conpanies (slide 5).
Slide 6 illustrated an average of state revenue from mning -
over a five-year period - versus the average costs to the state
of managing and overseeing the mning industry through
regul ation and permtting. Slide 7 illustrated how m ning pays
its way through spending to develop the infrastructure needed
for exploration, developnent, and construction, which often
i ncludes access to renote areas. To reach production, a nodern
m ne may cost over hundreds of mllions to build; in fact, Red
Dog and Kensington Mnes built facilities to supply their own
power, and Geens Creek and Kensington mnes built marine

facilities. She pointed out mines in the Lower 48 have better
access to roads, railroads, and existing electrical grids;
however, in Al aska, mnes nust build infrastructure and conply

with regulatory tinelines. One of the reasons the state's costs
to manage and permt the mning industry are low is the state's
managenent costs are billed to the conpanies through
rei nbursable service agreenents. The state also requires
financi al assurance for reclamation and cl osure costs.

12:13:29 PM

M5. MATTHIAS continued to slide 8 and acknow edged the state
encourages infrastructure and investnment through the Al aska
| ndustrial Devel opnent and Export Authority (AlIDEA), Departnent
of Conmerce, Community & Econonic Devel opnent (DCCED), which was
formed to stinulate economc growth and invest in projects that
pay an acceptable rate of return. [ AIDEA s] investnment in the
Del ong Mountain Transportation System in support of the Red Dog
Mne was an original investnent of $265 million and the return
to date is $465 mllion, at 6.5 percent annual interest (slide
8). Ms. Matthias advised mning is needed for every aspect of
daily living; although recycling is inportant, it does not neet
the demand for mnerals in the nodern world, thus mning is
necessary and nust be done safely. She said mnes in Al aska are
world-class in ternms of safety and environnental responsibility
(slide 9). Silver and gold are found in electronics and in
aut onobi l e airbags (slide 10). Furthernore, mnerals and netal s
are essential for renewable technologies such as batteries,
sol ar panels, wind turbines, and hybrid vehicles (slide 11).

12:16: 45 PM

ELI ZABETH CRAVALHO, Vice President, External and Governnment
Affairs, NANA Regional Corporation, 1Inc. (NANA), began the
portion of the presentation on the Red Dog M ne. Ms. Craval ho
informed the conmittee she is a NANA shareholder and resides in
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Kot zebue. NANA is the Alaska Native regional corporation
| ocated in Northwest Alaska and its region includes 11 vill ages.
NANA has over 14,000 shareholders, the mgjority of whomlive in
Al aska, and enpl oys approxi nately 15,6000 people globally with 10
percent sharehol der enpl oynent. Red Dog Mne is the |argest
lead and zinc mine in the world and NANA owns the orebody which
is located on Alaska Native Clains Settlenent Act (ANCSA) | and

(slide 13). The mne was created by NANA and [Teck Resources
mning conpany] in 1982 and is the largest taxpayer in the
Nort hwest Arctic Borough. The mine is connected to a port on

the coast by the Delong Muntain Transportation System road
owned by Al DEA She described the agreements prior to the
devel opnent of the mne and characterized the mne as an
opportunity to responsibly develop resources in the region and
provi de econonmic devel opnent. Further, the nmne has a
significant econom c inpact on the region: 610 annual average
j obs; average annual wage of $112,000; curulated wages paid to
NANA sharehol ders were $303 million between 1999 and 2013; $100
mllion paid to state and federal taxes; cunulative wages paid
to Northwest Arctic Borough residents were $132 nillion
sharehol der hire of 55 percent (slide 14).

12:19: 55 PM

M5. CRAVALHO turned to benefits provided by the Red Dog Mne to
the entire state and the nation. Red Dog M ne accounts for over
70 percent of the zinc produced in the U S., which is necessary
for autonobiles and construction. The mne has provided $155.6
mllion to the Northwest Arctic Borough in paynment in lieu of
taxes (PILT), and two recent agreements between the Northwest
Arctic Borough and Red Dog Mne will continue PILT paynents; in
addition, Teck will contribute $4-$8 mllion annually to the
village inprovenent fund for comunity projects. She expl ai ned
[ ANCSA Section 7(i)] requires NANA to share a portion of its
profits earned from the mne and since mning began, NANA has
shared over $820 nmllion wth all other Alaska Native
corporations around the state (slide 15).

12: 21: 46 PM

M CHAEL SATRE, Manager, Governnent and Conmunity Rel ations,
Hecla Greens Creek M ne, began the portion of the presentation
on the Hecla Geens Creek Mne, located 18 mles south of
Juneau. M. Satre informed the conmttees the governor w shes
to double the nunber of mnes in Al aska, and to understand how
to do so, he described the neasures necessary to advance the
Greens Creek Mne to production. Exploration for the m ne began
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in 1973 and the discovery of the deposit occurred in 1975. The
mne is located within the Admralty Island National WMnunent,
established in 1978, and provisions of the Alaska National
I nterest Lands Conservation Act (ANILCA) allow Hecla to |ease
monunment lands to support mning activities. Permtting and
construction continued from 1980-1989 and operation began in
1989, with continuous operation since 1996. He expl ai ned val ue
creation is the point in a mne's production cycle at which
there is a net positive cash flow, from 1987 to 2006, the m ne
had a net negative cash flow after accounting for all the
operating, capital, and |ease expenses (slide 17). M. Satre
stressed the need for tine, dedication, persistence, and
patience to find, permt, and open a nmne, and to realize
profits (slide 18). After 2006, netal prices rose, the mne
found efficiencies, and production was increased. The mne is
100 percent owned by Hecla, a 126-year-old mning conpany based
in ldaho (slide 19). M. Satre cautioned four of the five major
nmetal mnes in Alaska are approaching the end of mne life, but
mning conpanies invest mllions of dollars in further
exploration and infrastructure to convert resources to reserves
or a mne plan. For exanple, Fort Knox Gold Mne has acquired
additional adjacent |and, Pogo Mne is exploring underground,
and Kensington Gold Mne seeks to expand mne life. However,
| oner netal prices or changes in permtting nmay affect new
oper at i ons.

12:27:28 PM

SENATOR M CCI CHE asked whether the amounts shown on [slides 18
and 19] are nominal or real dollars.

MR. SATRE said nominal. Using Greens Creek as an exanple, slide
21 illustrated the estinmated exploration, permtting, and
construction tine needed to bring a mne into production, as
opposed to the mne life of five existing mnes. He pointed out
the possibility of a production gap in Al aska, although two very
|arge projects are in the permtting stage, and other projects
are in advanced exploration stage. He acknow edged the
governor's challenge of doubling the nunber of mnes in Alaska
is difficult to neet. He agreed with earlier testinony that
advanced exploration projects in Alaska, if on a road systemin
the Lower 48, would already be devel oped. In Alaska, a mning
prospect nmust be world class in grade or size - or have access
and electrical power to advance to production - otherw se the
cost of developnent and operation are too high. Slide 22
indicated what is needed to advance a mne to production:
grade, size, access, and power. For exanple, Red Dog and Pogo
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have |arge deposits, Geens Creek has nmarine access and power,
Fort Knox has power, and Kensington has access. In addition,
community support is needed, which often cones after the mne is
construct ed. Al so needed are partners, such as |andowners and
m neral rights owners, a stable fiscal climate, and a stable
regul atory regine. He stressed the inportance of a stable
fiscal climte to ensure investnent, noting the mning industry
should not be taxed to relieve the state's fiscal crisis.
Furthernore, the permtting system in Alaska is rigorous and
sci ence-based and should remain so (slide 23). Slide 24
illustrated M. Satre's personal view on the status of mnes in
operation today: existing mnes are doing well and continue to
invest and extend their mne life; investnent is difficult to
obtain for exploration but is increasing; Al aska remins an
infrastructure-poor state; there is good comunity support for
mning - although sonme projects are controversial - due to
mning's great record; Alaska Native land attracts investnent;
state land does not attract investnent; federal l|and uncertain
for investnent; ANCSA |and offers the best opportunities; state
permtting regine is uncertain; fiscal climte affects staffing
of resource agenci es.

12:36: 13 PM

M5. CROCKETT began the portion of the presentation on the
envi ronnental regulatory regime under which mnes operate. She
advised the legislature, and the public, address topics related
to the inpacts from mning that are suggested by proposed policy
and advocacy that questions whether nines are adequately

regul ated, and the environnent protected. She said the mning
i ndustry believes Al aska has a world class regulatory system as
foll ows: rigorous permtting for the protection of air, |and

water, fish, and wldlife; strict operational oversight during
the life of the mne; continued oversight after mne closure and
reclamation work to restore the site; financial assurance to
cover state cost if necessary (slide 26). Slide 27 was a |ist
of sonme of the permts required to mne in Al aska. She advised
the planning and environnmental study, review, testing, and
approval process to permt a large mne takes many years and is
reviewed by dozens of state and federal agencies. Permts
listed on slide 27 are required to permt a large mne on state
or privately-held land, and a mne on federal land requires
additional permtting. In addition, agencies can add provisions
to a permt that are outside the governing |aws. Ms. Crockett
remnded the committees the permtting process does not
guar antee approval, because every mne is different, and there
are nultiple opportunities for public participation. Al aska's
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wat er nonitoring system has three parts: standard water quality
nmonitoring; biononitoring of algae and sedinent and the netals
upt ake, habitat, and population of fish; third-party conpliance
audits of conpany nethodol ogy and results, and of the regul atory
agency oversight (slide 28). Further, Al aska law requires an
approved mne plan for reclamation and closure, and an approved
plan of financial assurance, before mine operations begin.
Fi nanci al assurance is required of all mnes and the guaranties
are reviewed every five years, or less, by third-party reviewers
| ooking at the conmpany, the mne plan, and the agencies
provi ding oversight. Ms. Crockett restated agencies can
prescri be additional stipulations related to a permt; in some
cases, mnes exceed permt requirenments, and she provided an
exanple of a restoration project conpleted by Fort Knox M ne and
the Al aska Departnment of Fish & Gane (slide 30). She revi ewed
the presentation and questioned whether the right policies are
in place to encourage expansion of the mning industry (slide
31). She expressed hope the commttees and the industry share
the followng goals: attract mning investnment to Al aska; bring
nmore mnes into production, particularly those on state land to
grow mning revenue; Kkeep the state conpetitive wth other
mning jurisdictions; keep the permtting process rigorous and
find efficiencies; preserve stable and predictable tax policies
at state and |ocal | evel s; ensure responsible financial
managenent of the state (slide 32).

12:43: 35 PM

REPRESENTATI VE PARI SH asked for the percentage of m ne enpl oyees
who are residents.

V. MATTHHAS said the Departnment of Labor & Workforce
Devel opnent (DLWD) reported for 2016, the nonresident workforce
for mning was 36 percent, for the oil and gas industry it was

37 percent, and for seafood processing it was 75 percent. She
poi nted out DLWD statistics are based on permanent fund divi dend
applications to deternmine residency and thus "lag a year

[and] fail to capture sone of the self-enployed and contractors
Ce Also, at the Fort Knox Mne in Fairbanks, because the
| ocation of the mne is a 45-minute drive, 100 percent of
enpl oyees live in the Fairbanks North Star Borough; in the case
of isolated canps and renote |ocations, however, the resident

percentage is |ower. She observed m ning conpanies encourage
Al askans to apply for jobs because it is an advantage to the
conpany to enploy Al askans. In fact, conpanies invest in
wor kf orce  devel opnent and educati onal prograns to raise

awar eness of jobs in the mning industry
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CHAIR G ESSEL asked Ms. Cravalho for NANA s perspective on
Al aska resident hire and sharehol der hire at Red Dog M ne.

M5. CRAVALHO said Red Dog M ne has 78 percent Al aska hire at the
mne site, including contractors, and at NANA, shareholder hire
is b5 percent. She related the NANA construction service
facility at Big Lake currently has 100 enployees working on an
expansion at Red Dog M ne.

REPRESENTATI VE PARI SH inquired as to the nost effective neans to
encourage Al askans to work in the mning industry.

12: 48: 40 PM

M5. MATTHI AS pointed out the resident hire percentages reflect
the mning industry as a whole - not just the five |large mnes -

and include exploration |obs, whi ch may be seasonal.
Furthernore, community infrastructure - such as affordable
housi ng, which is a problemin Juneau - plays a role in resident
hire. Also, certain jobs are highly specific; for exanple,
teans of wunderground drillers may nove around and work for
limted periods of tine at certain locations, in a nmanner
simlar to a seasonal career. A way to encourage resident

workers is through the tax credit for education program which
is an incentive for conpanies to provide funding directly to the
University of Al aska, school districts, and to vocational and
technical schools, but the program is due to sunset and
| egislation is needed to extend the deadline. In fact, through
the education tax credit program between 2011 and 2017, $19
mllion has been contributed by the mning industry for geol ogy
and mne engineering courses, the Pathways to Mning Careers
program and the Al aska Vocational Technical Center (AVTEC)

CO-CHAIR JOSEPHSON asked for the definition of an advanced
expl oration project.

MR. SATRE explained in mning the first stage is grass roots
exploration with geologists in the field; the next step may be
geophysics or a few drill holes. Advanced exploration is the
point at which a conpany has publicly declared a resource and
may be ready to begin baseline environnmental studies before
applying for a permt.

REPRESENTATI VE PARI SH questi oned whether exit surveys are taken
for enpl oyees that | eave enploynent at G eens Creek M ne.
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MR. SATRE said yes; however, the information is confidential.
He related in Juneau departing enployees conmonly report: no
road, it rains a lot, housing is too expensive.

12: 55: 23 PM

M5. CRAVALHO added the Northwest Arctic Borough is about 87
percent Al aska Native and Anerican Indian residents; when a
sharehol der has a job at the mne and | eaves the region, it may
be due to the high cost of living in rural Al aska.

CHAIR G ESSEL noted Representatives Birch, Tal eri co, and
Lincoln, and Senator Bishop are all active in sonme aspect of
m ni ng.

SENATOR M CClI CHE, speaking as a commercial fisherman, observed
fishing groups do not perceive the state's permtting process as
a [negative] inpact on sal non. He asked how to inform "the two
sides together to realize we have a robust permtting system
that has resulted in the npbst sustainable fisheries on the
planet and ... [get] to sone solutions wthout dramatically
i npacting the lives of every business and Al askan adversely."

M5. CROCKETT opined the first step is to listen to the mning
i ndustry on topics related to regulating the industry, and the
next step would be to talk to the permtting agencies that are
the experts. She remarked:

| have yet to hear an agency representative or anybody
that has a scientific background, that regulates our
i ndustry, say that fish are not adequately protected
from industrial developnment in the State of Al aska

SENATOR BI SHOP asked whether the benefits of industry, such as
jobs and payroll, are directly tied to the big mnes in the
st at e.

M5. CROCKETT said no. The benefits presented represent the
entire industry, including placer mners and contractors. The
enpl oyment statistics include the five large nmetal mnes, one
operating coal mne, exploration projects, and the placer mning
i ndustry.

SENATOR BI SHOP returned attention to slide 2 and pointed out the

average annual salary of $108,000 includes jobs on rotation,
which is a fantastic salary. He then directed attention to
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slide 24 and noted small niners help nake discoveries for big
m nes.

1: 02: 20 PM
ADJ QURNVENT
There being no further business before the conmttees, the joint

nmeeting of the House and Senate Resource Standing Comm ttees was
adj ourned at 1:02 p. m
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