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FISCAL NOTE MAY 0 5 2004
SENATE FINANCE
Fiscal Note Number: 1 COMMITEE
Bill Version: CSHB 556(TRA)
(H) Publish Date: 4/28/04
Revision Date/Time (Note if correction): Dept. Affected: DCED
Title AIDEA Bonds For Lynn Canal Port 'RDU AIDEA (125)
Component AIDEA
Component No. 1234
(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
FUND SOURCE (Thousands of Dollars)
11002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2004) cost: 0.0

Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budgctproposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This bill provides bonding authorization to finance the acquisition, development, improvement, and
construction of port and related facilities for use in conjunction with mining activities and located at Lynn
Canal in Southeast Alaska. Prior to issuing bonds, AIDEA will be required to conduct a feasibility, market
and risk analysis of the project as outlined in AS 44.88.095(c). The hill allows other sources of financing in
lieu of bond proceeds. The principal amount of the bonds and other financing provided by AIDEA may not
exceed $20 million.

Bonds sold to finance the project will have no impact on the General Fund.

Phone 907-269-4623
Date/Time 4/2G/04 4:15 PM

Date 4/26/2004

Sara Fisher-Goad, Financial Analyst
Alaska Industrial Development & Export Authority
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Division

Approved by: Edgard Blatchford, Commissioner
Agency Department of Community & Economic Development
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A laska State Legisl tore

Representative Bruce W eyhrauch

House District 4 Alaska

State Capitol
Juneau, Alaska
99801-1182

(907) 465-3744
FAX (907) 465-2273

State A ffairs C om m ittee
Rep. Bruce Weyhrauch, Chair

1B 556
AIDEA Bonds for a port development project on Lynn Canal

The Alaska Development and Export Authority, or AIDEA, is a unique funding
mechanism that focuses on the development, ownership, and operation of facilities within
Alaska. To be considered for funding, projects like roads, ports and utilities must be meet
specific statutory criteria: they are essential to the economic well-being of an area; are
financially feasible; and are supported by the communities in which they are located.
AIDEA has been a key player in many of Alaska's economic successes through the years.
AIDEA programs have financed small projects, such as the Unalaska Marine Center
dock, and larger ones such as the multi-million dollar Red Dog mine and Federal Express
aircraft maintenance facility.

HB 556 continues AIDEA's role in boosting economic development and creating jobs in
the state by providing legislative authorization for construction of port facilities located
on Lynn Canal in Southeast Alaska.

The developed port facility would become an integral component in the permitted
Kensington Mine project north of Juneau at the confluence of Lynn Canal and Berners
Bay. Once construction begins, the project is expected to employ 325 workers and during
its 15 or more operational years, the Kensington will employ about 225 workers. The
operational mine is expected to support up to 180 additional indirect jobs as well.

The entire central and northern Southeast regions eagerly await the infusion of
construction and mining jobs and the state is fortunate to have a financially healthy
agency like the AIDEA lo forge public-private partnerships that can strengthen Alaska's
economic base,

Contact: Linda Sylvester Released: April 22.2004
465-3744

Representative _Bruce_Wcyhrauch@Icgis.state.ak.us
www.akrepublicans.org/weyhrauch/
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Questions and Answers aboutHB 556

Q. Why is this bill so late in coming to the Legislature?

A. Coeur recently Finished its Pre-feasibility study, and is into thedetail design phase. In
this phase, Coeur initiated discussions with AIDEA about how we could work together.
These discussions began in April. In order to make this arrangement feasible, the bill
needs to pass during this session.

Q. Is this bill standard languagefor this type ofan arrangement?
A. Yes

Q. Whycan 7 Coeur do this themselves?

A. They can. Coeur could build and pay for the docks up front, manage them privately,
and teardown at the end of the mine life (or make other arrangements if desired and
approved). The advantage to using the AIDEA funds is that the docks are paid off over the
life of the mine, and the financing is tax exempt. Coeur still pays for the docks in both
cases. The advantage to AIDEA and the State of Alaska is that, onceapproved, the docks
will be maintained for the public use after the mine is gone.

Q. Is Coeuringoodfinancial shape?

A. Currently Coeur is in exceptional financial condition. We have S258 Million in net
assets. We are the second largest US based mining company on the NYSE. Our market
capitalization is nearly $1.2 billion. In the last 2 Zz years our share price has risen from
below S1.00 a share to over $7.50 per share. Along with renewed investor interest we
completed the restructuring of the company, eliminated our outstanding debentures, further
developed our new generation of mines in Chile and Argentina, and advanced our
development projects. Coeur recently raised $180 million in cash in order to fund our new

projects, Kensington being one of them. Coeur is in its strongest financial condition in
more than a decade.

Alternative “B” of the SEIS has improved economics that will allow Kensington to
produce gold at levels below any price seen in the last 10 years. Persons nervous about the
financial well being of Coeur should be supportive of Alternative “B” in the current
permitting process.

Q. Could the road extension to Cascade Point be restricted in any way, or could tolls be
charged?

A. The road to Cascade Point has already been permitted, and a Record of Decision has
been issued. That ROD addresses the use of the road, which includes public access. The
Master Plan submitted by Goldbelt included development of Cascade point, not seclusion.
In time, the object will be to have public facilities and encourage public use. There is no
intention of any toll whatsoever.

Distributed by Rep. Weyhrauch
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Kensington (Alaska)

In 2004, Coeur’s major gold project - Kensington in Alaska - neared completion of
permitting and an updated feasibility study, with a construction decision

expected by mid-year. Given an 18-month construction timeframe, Kensington could
begin production as soon as 2006, increasing current company-wide gold production
levels by 90%.

New optimization of the project, located 45 miles north of Juneau, enables the mine to be
up and running more quickly, with a focus on the highest-grade material. Initial
production is expected at 100,000 ounces of gold a year at an average cash cost of $195
per ounce. Current reserves stand at 1.0 million ounces of gold, wiMi an initial 10-year
mine life and significant exploration upside. There are an additional 7.2 million tons of
mineralized material measuring 0.12 ounces per ton of gold. Not all Kensington ore
zones have been fully delineated at depth and several peripheral zones and veins remain
to be explored. Coeur still views its interests in the district as holding up to five million

ounces of gold.

Kensington is expected to cost approximately $75 million to build. The updated
feasibility study reduces the size of the mill facilities and has the potential to significantly
reduce capital and operating costs while allowing for future expansion of production as

market conditions warrant.

Early this year, the major Draft Supplemental Environmental Impact Statement was
Issued for Kensington, and all necessary remaining permits expected to be in place by the

second quarter.

The Kensington ore deposit consists of multiple, precious metals bearing, mesothcrmal,
quartz, carbonate, pyrite vein swarms and discrete quartz-pyrite veins hosted in the
Cretaceous age Jualin diorite. The gold-telluride-mineral calaverite is associated with the

pyrite mineralization.

Year-end Proven and Probable Ore Reserves - Kensington Property

2003 2002 2001
Tons (000°s) 4,113 10,946 10,946
Ounces of gold per ton 0.24 0.16 0.16
Contained ounces of gold 1,003,000 1,751,000 1,751,000

Year-end Mineralized Material

2003 2002 2001
Tons (000°s) 7,262 12,014 12,014
Ounces of gold per ton 0.12 0.12 0.1!
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The reduction in the proven and probable reserves estimate in 2003, compared to
2002, is the result of the revised mine plan which focuses on higher-gradc areas of
the mine.

Not all Kensington ore zones have been fully delineated at depth and several
peripheral zones and veins remain to be explored. In addition, the Company
possesses the right to develop the Jualin property, an exploratory property located
adjacent to the Kensington Property. The Jualin property consists of approximately
9,400 acres, of which approximately 345 acres arc patented claims. The Company’s
rights to develop the Jualin property are subject to an agreement which must be
renew'ed in May 2008.
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G OLD .PROJECT Project Overview

Summary

Technically feasible, environm entally friendly, and economically viable
Located 45 miles North ofJuneau

One m illion ounces ofgold reserves; total potential o f five m illion ounces
Annual production of 100,000 ounces atcash costs under $200 per ounce
Capital costs expected to be $90 m illion

Owned by Coeur since 1987; over $150 m illion invested in project lo date
Over 900 studies conducted; Over 50 perm it applications

Permitting expected to be completed in June; Construction to begin in July

Current gold price, Coeur'srenewed financial strength, and re-engineered

project have created opportunity to rapidly develop project

Significant Em ployment Impact in SE A laska

250-300 well-paying construction jobs over 18 month construction window
110-225 well-paying operating jobs over 10-20 year expected mine life

N early 500 jobs expected to be created beyond direct mine em ployment

(transportation, supplies, services)
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G OLD PROJECT

Summary of Potential

Partnership Opportunities

. Training of W orkforce

. Bus Transportation for W orkers
e Cascade P oint Dock F acilities

. Passenger Ferry Service Across Berners Bay
[ Slate Creek Cove Dock Facilities

« [ 5.5 mile Slate Creek Road -

N On-Site Power Plant’

v /* 8,000ft Tunnel Connecting Kensington and Jualin

\7 Tailings M anagement F acility
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G OLD PROJECT Training of W orkforce

Description

Construction phase w ill employ a minimum of300 people both in Coeur

employees and contract employees
Development on the Jualin tunnel and pre-mining development on the
Kensington ore faces w ill coincide with construction. Required manpower
w ill be approxim ately 25 people.

Operational manpower w ill range from 125 to 230 people depending on

production levels.

Request

training requirem ents:

is expected (o cost $500,000

. Funding assistance w ith the following
- New Miner Training required by M S H A
Alaska Cultural training for employees isexpected to cost $200,000

Skill-based training is estimated lo cost $750,000

Contact

Gary W. Banbury

Sr. Vice President of Human Resources, Safety, and Adm inistration

Coeur d’'Alene Mines Corporation
(800) 624-2824

ubanburyfficoeur.coii)
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C O LD PK OJECT

D escription

terminal to the mine site on a 5.5 mile road

Loading and trip from dock is assumed to lake 30 minutes one way

R equest

* Third party to supply and operate busses

User fee charged to Coeur for this sendee

Bus Transportation for W orkers

m arine
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G OLD PROTECT Cascade Point Dock Facilities

Description
The project requires a marine terminal at Cascade Point

Kensington currently has no facilities to transfer freight, supplies, and

personnel to and from the mine
. e« This marine terminal would be constructed on state tidelands.
G oldbeltlnc. owns the surrounding uplands

See following page for detailed design drawings. A detailed study was
completed by Peratrovich, Nottingham and Drage, Inc. outlining the

required construction and , which is available upon request.

Cost of Facilities

. $2,900,000

R equest

Grants or financing to fund the construction and operation o f this facility

Outsource ownership and operation of facility to a third party
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Passenger Ferry Service Across Berners Bay



G O L D PROJECT Passenger Ferry Service

Description

Kensington requires a ferry capable oftransporting one full shift of

workers (+/« O people plus freight) three times per day from a m arine

facility at w ide Point to Slate Creek Cove
Trip aci\®»s Berners Bay is estimated to take fifteen minutes

365 days peryear; 7 days per week

Cost

Adequate vessel estimated to cost approximately $1.0 - $1.5 m illion

Request
Third party to supply and operate ferry
User fee charged to Coeur for this service

During time notin use for transporting workers, vessel may be used for

other activities
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G OL D PR OJECT Slate Creek Cove Dock Facilities

Description

It is necessary to construct a port facility at Slate Creek Cove in order to
to and from Cascade Point

transfer freight, supplies, and personnel

The concentrate handling, storage, and load-out facility w ill also be
located atthis dock
Cost
. $4,400,000 m illion
- $3.3 m illion for dock facilities

- $1.1 m illion for concentrate handling facilities

R equest

Grants or financing to fund the construction and operation o f this facility

Outsource ownership and operation o f facility to a third party
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G OLD PROJECT Slate Creek Road

Description

In order to access the m ill site and nearby ore body, Coeur needs to

construct/im prove the 5.5 mile road from Slate Creek Cove.

Cost

] Road: $2,028,000

R equest

Funding from ADOT under its “Roads to Resources” initiative to

upgrade this road
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G OLD PROTETCT On-Site Power Plant

Description

Power will be generated on site that w ill require a generating plant and

stand-by generating capability

The normal power demands for the mine, process plant and ancillary

facilities are estimated to be 3.8 M W

A 20% allowance for interm ittent peak load is designed into the

generation facility

Four medium speed 1.5 M W diesel generator sets (three operating, one

stand-by) are designed to satisfy Kensington’'s total requirem ents

Cost

. $6,100,000

Request

Grant money or alternative financing to purchase generators

Outsourcing this component of the project to a third party to own and

operate in exchange for a user fee
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Tunnel Connecting Jualin and Kensington
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I C O E U R
GOLD PROJECT Tunnel

-Ir

Description

In order to access the ore body, Coeur needs to construct an 8,000 foot

tunnel connecting the Jualin and Kensington areas o fthe mine

Integral component to minim izing surface disturbance and allowing
Coeur to re-locate processing facilities to Jualin side from the
Kensington side

Also makes com muting from other regions feasible for workers

il IJW" |
Necessary to access ore body

Cost

$5,363,000

Request

Grant money or alternative financing to fund the development o f this

underground road to the ore body
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U R GOLD PROJECT Tailings Management Facility
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Description

Construction of an environmentally sound tailings impoundment area that

will be reclaimed to a natural state upon cessation of mining

This facility will utilize new, environmentally friendly technology that will
establish and confirm new restoration techniques that can be utilized at

other tailings facilities.

Cost

um — ‘M ‘C M Total capital costs: $8,737,250

Ongoing monitoring costs: $1,365,000 ($130,000 annually over 10.5 yrs)

Request
Grant money or alternative financing to fund the development and
operation of this facility

Outsourcing this component of the project to a third party to own and

operate in exchange for a user fee



COEUR COLD PRC iCT

ALASKA

Tailings Management Facility

EXISTING UPPER —
SLATE LAKE
(ELEVATION 739)

MAXIMUM TUP-—
LAKE LEVEL
(ELEVATION 73P)
Xro&osed riPGi.irte
CCESS HOAD to
PROCESS AREA
i 'VATirt FACinry
» rahixanrim w_ andacci-bgruwn
| |AL|fIO? |'I[/AIISLATE IAKL
I QUMELVIA
| R,
6 'P%Atf
Vv SEKFAOE (UtKCEKIV
LU F.Q]J)Gldeia,ei
e ubhnoiake isvel
o MFHIRAINM
io'U

HHN






NLr1\

Summary of Potential
GOLD PROJECT

Partnership Opportunities

For Additional Information, Please Contact:

Jim Arnold
Vice President of New Projects & Technical Services

(800) 624-2824

lanAokl@cocur.com

Mitchell Krebs
Vice President of Corporate Development
(773) 388-2902

mkrebs@cocur.com

Tim Arnold
Vice President & General Manager of Kensington

(907) 789-1591

tanioid@ cocm.conA
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