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Alaska I;egislature
House Special CQmmittee on Energy

Rep. Charisse Millett
State Capitol Building, Room 412

State Capitol Building,
Juneau, AK 99801

Juneau, AK 99801
Phone {907) 465-3879 Phone (907} 465-4451
Fax (907) 465-2069 Fax {907} 465-3445
Rep Charisse Millett@legis.state.ak.us Rep Bryce Edgmon

AGENDA

Wednesday, fOctober 27,2010
. 11:00 a.m.
Anchorage LIO {#220)

TOPIC: Energy Requirements for Proposea Mines in Alaska

1) Status of the Mining Industry in Aléska
Lorna Shaw, Executive Director, Council of Alaska Producers

2) James Fueg, Donlin Creek Mine

3) lohn Shively, The Pebble Project

4) Dan Graham, Chuitna Coal Project

5) Karl Hanneman, Livengood Project:

6) Lorali Carter, Wishbone Hill Mine (Usibelli}

Invited testimony only
Meeting will be Teleconferenced

#i#

Rep. Bryce Edgmon

Room 416

legis.state.ak.us




The Energy Needs of Alaska’s
Metal Mining Industry

Lorna Shaw, Executive Director
Council of Alaska Producers

October 27, 2010
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Rec Dog Mine and Port:
.~z of the world’s top Lead and Zinc producers
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Power

— 43MW power generation on-

site

|— 15.5 M gallons fuel annually

— Waste heat provides space
heating

Mine Ops/Port Haul
— 1.4 M gallons fuel annually

— 0.15 M gallons jet fuel
annually

Council of
Alaska Producers
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geoducing Gold in Alaska’s Golden Heart

Power

— 33.5 MW from GVEA

— 250 MW consumed annually
Mine Ops

— 10.5 M gallons fuel annually

Council of
Alaska Producers
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Greens Creek: -
aska’s source for Lead, Zing, Silver and Gold

ower

— On-site diesel generation
until 2006

— SE AEL&P Intertie provides ]
h yd ro-power (5 A

- — 9/09 Dorothy Lake Project
- — 95% power from AEL&P
= 7.5 MW consumed
Fuel
— 6M gallons fuel annually

when producing 100% of
power

Council of
Alaska Producers
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Kensingtﬁb:
Alaska’s newest gold mining operation

Power

— Six 1.2 MW gensets
— Five currently in place
Mine Ops

— Currently use
approximately 0.9M
gallons fuel

— Estimated use for
operations is
approximately 3M
gallons annually

Council of
Alaska Producers




Energy intensive operations
« Power unavailable in many areas of the state

« Affordable power is critical to build a mine

cap

Council of
Alaska Producers




f

2411 usapolnl Joy (il
$X20]g SUIp|ing o3 SUIPIAOId

— L T— e

A1isnpuj Suiulp s eyse|y

ol

22




19beuep] |e21uyday ‘bang sawer

ANVAWOD GQUIODVYAON/IDIbEIVAE ¥V

213380 NITINOQ

OIZ “plt GORQ)

SOULT POSOURLJ] LB
Spuenemmlbey] (Seug o Funimelg
IO AFTSWIF] HSMOTY]

2254




b4 | b AR . s‘m 2, 5
] ‘ﬁéﬁ%°=mvé§ S3t
& Ry, (Y ?}m,‘n 5’0;.

‘ g % ‘;,.?}. AR Sés‘
z W e ERn Tt R b
| = , ‘
§ \‘5

el

v
®
=
EX
&
A '.\ i (
(8

8
(754
}
= &
=]
g
‘E ]
2
Pe] .
>
pi
£ 8
A 8 o
o

Donlin Creek - ILocation

BERING SFA

2255




@ @ i

suoneisdo Sump 0 00 d) —
TomenIsTes Suump sqof goo°e 03 dn -
renueiod jueuiAodurg o

AMIOMISBIUT [RUCLSA JURIYIUSLS 2ompoid Pmo) o

SIBRA C7 TR SI0UT JO SJI] UTW [BHUSI0d o

"ZO TOTIWE () Wel] SI0W JO 99IMOS3L PJoF 98I o

*d100) WIMSOSISUSY ST, (AL TUSWISRISE SST SBIMS —
*d100) BISI[BD) (I JUSWWSRISE 958 —

E@@@\V@Z @@@ E@@ M@&ul @oo%w@@ @E@@E«

iadd L=

|

\

= w@@a@v@ SeRID) %@@@

2256




@ @b

[e1 199 10f SHTSTIMDAT (OSSP [BUORIPPY o

MINTS T~ PEo] e

(SuBqye,y O JBIWLS) M OS]~ PRO] STluun: sSeieAy —

PRO] [BOLISSS B0 o

19mod SqERIRT JO SIUNOUIS
H@@@@%ﬁ@ SNnlyeN %% ssenord @w@@u@%@@ 0

W @HQ@C@E%@% zua@@m 199 a@gﬁ

2257




@ @

supedid sB) o

SSBWOL] “[B09 ‘TRI[ONT “OIDAT 18I o

BURTAN] Of SIS [BILBISNE] o

puLs Aq pejueweddns woneIeUsS Peseq [9SAQl o

ARYENDD ODVAC N TS YD

334D NIMNOQA

_ ,
]

pevenpeag suond ASmwg

. 2258




$S909® ATRIOdius) SWISH JONISTUOD OF ST WIY o

suyedid ATuo sBS [991s Youy g pelng o

UMSMOSBIT OT YA SO[IWT €7 S[BI0) SINOY o

IOU] S[00Y) ol 9ynes sujadid SBD) o

e wondQ suyedid sBn)

N

2259




¥l
u
L
n-:-
u}
Z3
St
zg
Qs
7]
(]
o
. =
T, [+ ]
b 14
LG &
-%5&3 =
R -
s =
q =
] o(,% E
©
c
B
)
[}
2 ®
[i/]
-
T
[}
o
- ©
g & c
25 L8 0O
J 5z 32 3
weh Z
) S
[~ ]
o™~
P
a S
<9
-
2
-
T
\ £
c
B
< 2
@ H)
@w
3 3 ¥
q ; 8 o .
e a E
,“ ﬂ -
() §ﬂém e 3 & “
: T 0 D
=4 =3 - 0o 9 -
o) & - 2 a © ~ -1
N S 2 &
[ 2 a aam ]
25 ®
a8 .
5eg ” D 7
%_zﬁ o -
a1
B

2260




S8 suramos 1oy suondo sydmmur Suojdkg o
(TomBLIBA [BUOSESS OT) PBO] PTNQL JBIA JURISTO)) =

(SI98T [BLSTPU ORI

IS0 PO Of POSh

PUBSP U] S0D) Jo %01 Ajereurronddy —

Siuswmanbar AZrems
ST SES JI oSBaIou] ABun puswe —

Aep/ses Jo

16Q] SIGMD TWOIE C7, ~ AMNDAT PnoMm 199[05g o

ANVEADD ODTYAD NS DRIYD v

HIZ3HD NFANOQ

SITSUISMNbIY SBL)

2261




TOmONISTos 99(01d Jof SIEaA JNoY 0) IR SYRAIONTY —

STISEq TOUSNIGSTOD ‘PRIURIES I SYIuad I o
(STED) MOTAST YJIEIN JeRANUT B 2)8dIoNTYy —

welond erurs B S8

penrunad suyadid pue STAT

1707 Jo ey Sumpuuad 0} se08 39sfoid %»8@._@
sroured 0 199lqns puB S[qEIA AEITUoT0L I o

110T PRz pspejdmes Apmys A[iqrses) pevepd) —
0107 el pesejdumos wersond prawy JofRjAT —

Amqisesy 190fond epemRAG o

Apevuasy RIRVACNSRIRRIVE ¥

!mmEU NIMNOQ

@%3@@@ 309 a@@

| 2262




A BARRICK/NOVAGOLD COMPANY

EXECUTIVE SUMMARY

THE DONLIN CREEK DEPOSIT

The Donlin Creek project is a large, undeveloped gold deposit located in the historic
Kuskokwim Gold Beit of southwestern Alaska. Current estimates based on extensive
exploration drilling approximate the deposit at about 30 million ounces of inplace

" resources. The property is under lease from Calista Corporation and the Kuskokwim
Corporation, two Native Alaskan Corporations, and is.located 12 miles north of the
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anlin Creek Pr%ie:t

community of Crooked Creek, Alaska.
N =X/

12-air, mnles from

tl'g‘e DOD]IH\S_I\e to,\_ .Georgetown
Crookéd Créek .‘srook‘e‘d Credk” \ (Stony Ri

@ 8¢ Red Devil
.

brd "k “g
@it
e “Groving Tokotna e * Nikolai }-«
Bk [
Mountain Village #Shogebk chGrath -
3 Saint Mary's .Donlm Creek "
Pitkrs Poit it Station Preject —
Marshdt N
Russisn Mission  the m': a4 ’.memrn —]
Upper Kaiskag’p—.-._\.bﬂ" .ﬁ'u:il:ny River -
N Loner Kalgeag Napaimute
e Auiochol  #ToNksak
Kighk 0 ® Lime il
Atmautiuak Bethel .ﬁAk;Lk ime Village -
" P 5% Occarvi
A
Ci
B "‘ [~ o /
i : - 4
\\ A" \B. A0

DONLIN CREEK LLC

The Donlin Creek LLC {(DCLLC) is a 50-50 venture owned equally by Nova Gold
Resources, Inc. and Barrick Gold U.5., Inc. It oversees the development and
operation of the project.

Qany Calista shareholders and descendants are employed at Donlin Creek, and
CLLC relies on Calista businesses to support the project. In addition, DCLLC
contributes to Calista scholarship funds and supports Calista charitable events.
‘DCLLC also has a land payments agreement with the Kuskokwim Corporation.

2263

PROJECT BIGHLIGHTS:

* Estimated 25-year
mine life, producing
approximately 1.3 million
ounces of gold annually

During the three-year mine
construction period it is
estimated up to 3,000 jobs
would be created

While the mine is involved in
production operations, it Is
estimated 600 to 800 jobs
would be created

DCLLC places a high value on
local hire and doing business
with Alaska-based companies

Development means local
employment and training
opportunities

COMMITTED TO
STEWARDSHIP:




PROPOSED MINE LAYOUT

Donlin Creek would be an open pit gold mine. The operation
would be a conventional truck and shovel mining site,
processing approximately 50,000 to 60,000 metric tons of
ore per day. A new airstrip and on-site housing would be built,
along with a port on the Kuskokwim River, an on-site power
generation plant, a wind turbine farm, conveyor systems, a
mill, water treatment plant, truck shop, labs, sewage treatment
plant, offices, warehouses and on-site access roads.

Assuming that all the needed permits and approvals are
received, it would take about three years to construct the
infrastructure and facilities required for this project.

v.gab:=:2 Ry
' WASTE ROCK FACILITY
s ‘j TAILINGS STORAGE FACILITY
-4 & m POND
[ sToRaGE FAGLITY

I TALNGS DAM

s

SIMPLIFIED MILLING PROCESS FLOW CHART
The mineralized rock at Donlin Creek requires processing to
extract the gold.

ENVIRONMENTAL STEWARDSHIP

Numerous studies of the Kuskokwim River have been done
and are continuing, so that the effects of additional activity
required to construct and operate the mine can be evaluated.

Studies include:

® fishing activity and river use surveys from
Georgetown to Kuskokwim Bay

erosion studies

barge wake impact studies

sediment and water sampling

noise observations

wildiife observations

CURRENT WORK AT THE PROJECT

A key challenge facing the project is energy. The operating
mine will require a power plant and a fleet of heavy equipment.
Studies are currently underway to investigate the possibility of a
325-mile, 12-inch buried pipeline to bring natural gas to the site
for producing the needed electricity to power the mine.

PIPELINE STUDY ROUTE
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NEXT STEPS

DCLLC is working to complete a feasibility study for the
project, which will provide an estimate of the costs to

build the mine and the target dates for construction and
production. Ecological data collection and baseline studies are
being completed. These are requirements for mine permitting
if a decision to go forward is made in the future.

ECONOMIC POTENTIAL

If Donlin Creek is developed, it would be among the world's
largest gold mines and a major employer in the Yukon-
Kuskokwim region of southwest Alaska. Currently the area is
one of the state's most economically depressed areas.

DCLLC will continue to work closely with regulators, its
Alaskan Native partners and local communities to ensure all
stakeholders are informed as the project advances. For more
about the Donlin Creek project contact Donlin Creek LLC:

4720 Business Park BLVD, Suite G25, Anchorage, AK 99503
(9207) 273-0200, info@donlincreek.com

www.donlincreek.com
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Certain of the statements contained in this presentation, including, without limitation, statements regarding the anticipated content, commencement and cost of exploration
programs, anticipated exploration program results, the discovery and delineation of mineral depositsfresources/reserves, the anlicipated preparation and timing of an updated 43-
101 resource estimate and an initial preliminary economic assessment at Livengood, the potential for a significant expansion of the Livengood resource, the economic cutlook for
the gold mining industry, the Company's expectations regarding gold prices and production, the commencement of commercial operations on the Company’s properties, potential
mining scenarios at the Company’s properties and its future liquidity and capital resources and planned expenditures, are forward-looking statements. Information concerning
mineral resource estimates may also be deemed to constitute forward-looking statements in that it reflects a prediction of mineralization that would be encountered if a mineral
deposit were to be developed and mined. Although the Company believes that such statements are reasonable, it can give no assurance that such expectations will prove to be
carrect.

Accordingly, the Company cautions that any forward-looking statements are not guarantees of future results or performance, and that actual results may differ materially from those
set out in the forward-looking statements as a result of, among other factors, variations in the nature, quality and quantity of any mineral deposits that may be located, the
Company's inability to obtain any necessary permits, consents or authorizations required for its activities, material adverse changes in economic and market conditions, changes in
the regulatory environment and other government actions, fluctuations in commodity prices and exchange rates, the inability of the Company to raise the necessary capital for its
ongoing operations, and business and operational risks normal in the mineral exploration, development and mining industries, as well as the risks and uncerainties disclosed in the
Company's most recent Annual Information Form filed with certain provincial securities commissions in Canada and in the Company's most recent Form 20F filed with the United
States Securities and Exchange Commission, available at www .sedar.com and www.sec.qov, respectively. The Company undertakes no obligation to update publicly or release
any revisions to these forward-looking statements to reflect events or circumstances after the date of this presentation or to reflect the occurrence of unanticipated events. All
subsequent written or oral forward-looking statements attributable to the Company or any person acting on its behalf are qualified by the cautionary statements herein.

Scientific or technical information contained herein is derived from the Company's technical reports which include more detailed information with respect to the Company’s
properties, including the dates of such reports and the estimates included therein, details of quality and grade of each resource, detaits of the key assumptions, methods and
parameters used in the resource estimates, a general discussion of the extent to which the resource estimates and the other estimates and projections included in the reports may
be materially affected by any known environmental, permitting, legal, taxation, socio-political, marketing, or other relevant issues. The company's preliminary economic
assessment (PEA) discussed herein is preliminary in nature, includes inferred mineral resources that are considered too speculative geologically to have economic

considerations applied to them that would enable them to be categorized as mineral reserves, and there is no certainty that the preliminary assessment will be realized.

Mineral resources that are not mineral reserves do not have any demonstrated economic viability.

The Company uses certain terms in this presentaticn, such as “resources,” “indicated” and “inferred” that the SEC's guidelines strictly prohibit U.S. registered companies from
including in their filings with the SEC. Accordingly, the Company’s disclosures regarding mineralization may not be comparable to similar information disclosed by US registered
companies. You are urged to consider closely the disclosure in the Company's 1atest Form 20-F annual report, which may be secured from the Company, or from the SEC’s
website at www.sec.qov.

Note: All monetary values are USD unless otherwise stated.

TSX: ITH NYSE-Amex: THM

\%)

www.ithmines.com
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Money [Knob Gold Project Bighlights

A Deacharze -~ Significant and Expanding Gold Deposit

pos ‘ Indicated Resources of 10.9Moz @ 0.83 g/t Au

r Alaska
1 I .

and Inferred Resources of 2.4Moz @ 0.79 g/t
Au (0.5 g/t cutoff). (June 2010)

Compelling economic assessment

- ’ ‘%‘I ‘ ' ‘o‘ : o 3 »

) - 22 A 1i:-'- i Sod
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Deposit geometry supports low-cost bulk tonnage
mining and processing

e
!'(l -
5 Favorable infrastructure
: . Historic mining district with local trail network
N S VA g : : -
o A, Nenana) Accessible via all weather paved highway, 70 road

miles north of Fairbanks

Adjacent to potential natural gas transportation
routes

Project Status

Experienced development team moving through
pre-feasibility phase in advance of permitting.
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ILivemgood [Blardrock [Blistory

1914 Placer Gold discovered in Livengood valley

1914-1950’s small scale prospecting by old times located small veins
and dikes with gold — local hill named “Money Knob”

1976 Homestake 6 bore holes
%‘981 Occidental 6 bore holes

1991 AMAX 3 bore holes

1996 Placer Dome 9 bore holes

1999 Cambior soil geochemistry

2003-2005 Anglo Gold Ashanti 12 bore holes

2006 to present— ITH 450 RC boreholes

85 core boreholes

Note that it was almost 2 decades after State geologists helped the Alaska Mental Heaith Trust select the
Livengoad area for its mineral potential before a major hardrock gold resource was identified
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ILivemgood Resouree Growtn

Classification || Gold Cutoff (g/t) ; Tonnes (millions) - | Gold (g/t) | - Million Ounces Gold

Livengood Independent Resource, Juﬁe 2010

Gold Ounces
(Millions)

Indicated 0.30 789 0.62 15.7
Inferred 0.30 229 0.55 4.0
At 0.50 g/t Au Cut-off
Indicated 0.50 409 0.83 10.9
Inferred 0.50 94 0.79 2.4
At 0.70 g/t Au Cut-off :
Indicated 0.70 202 1.07 6.9
Inferred 0.70 40 1.06 1.4
14.0
12.0 - —
0 |ndicated Resources
10.0 —

8.0

8.1

109 [—

Feb.2007  Oct.2007 Jan.2008 June2009 Oct.2009 June 2010
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Project Phases

NSO oR W

Underway .......

ee oaea to be completed December 2011
. Pre-Feasibility—1—
. Pre-permit application consultation

1. Agency and public interaction
2. Project optimization |
Permit Application
Permitting and Feasibility Study
Construction
Operation
Reclamation and Closure
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 Potential Bnergy Needs

* Project in early stage
* Resource still being defined

» project not yet designhed

« Conceptual energy requirements
 If heap leach only (10-15MW)
* If large mill and heap leach (70-80MW)
* Low-sulfur diesel for mobile equipment
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Money |Knolb
Potential Power Needs

» Will evaluate purchased power (GVEA) vs.
local self generation
* Railbelt energy has better reliability
- Railbelt energy offers source diversity
with improved supply and price stability
(oil, gas, coal, hydro, wind?)
» If installed capacity is part of railbelt grid,
it can benefit Alaskans after mine life
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State [Eifiorts cam Miake & [Diiierence

« Share environmental baseline studies
already completed along Fairbanks-
Livengood utility corridor in order to avoid
wasteful duplication of effort and save time
in advance of permitting of potential
transmission line to Livengood
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State [Eiiiorts cam Make @ IDifierence

* Support low cost power on railbelt grid
« benefits all Alaska
* encourage utility consolidation

* encourage long term plannlng for low
cost power
 Susitna?

* Support efforts to commercialize gas
« ROW assistance for small pipeline to Fbks?

o Support efforts to produce low-sulfur diesel

1
'

1"
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Thank You

TALONGOLD

Alaska Inc. A SUBSIDIARY OF ITH

I
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Creating Value Through Discovery
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Why coal now?

LNG import and Crude Qil prices in Pacific Rim have increased significantly
in past 5 years

In reaction, demand and pricing for steam coal on the export market has
increased. Demand is anticipated to increase roughly 120 million tons over the
next 5 years (20% above current levels)

Alaska holds in excess of 2 billion tons of reserves (Equivalent of 35 TCF of gas) of
just within the existing leases in the Railbelt and Cook Inlet region

These sub-bituminous coals are naturally low in sulfur, which is highly desired in
the marketplace.

RESULT: Alaska has a great opportunity to fill
international demand and monetize this world-class

resource, bringing jobs and business opportunities
to the State

10/27/2010
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P

o 300 Million ton
reserve in propose
permit area

° 25 year design life

o Camp facility for
mine workers

o Port facilities for
vessel loading

s Export Coal Project

roject Overview
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Mine Area: Lagend
0.3 MW Do
Growing to 7.7 MW
- ;L_-, Infrastructure:
mrases | 1.3 MW for Camp Vold S
— - [ L1 5 l}p’IW for Conveyor —J%_ ————
e N , AN ; S
Fom = i i, :1'- i N
1 = INVE ] ,
|| Mine Facllties: o l : t ; r
2.2 MW H PRI e Rt
| \,,G’\ 0 foerer =y ;m L L
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Total Electrical Demand:

* Up to 10 MW demand during construction and initial years of
production

¢ Expanding to between 17 and 20 MW peak demand following addition
of dragline

Electrical Supply Source:

e Existing 24.9 kV line passes through Port site — source of construction
power for port and temporary camp

* Mine site construction power supplied by temporary generator sets

¢ Permanent power to be supplied by new 6 mile long 138 kV line from
Chugach Electric’s Beluga Power Station (open switch available)

® Chugach has requested that the mine supply power line be tied to
existing power line at our facility to provide redundancy in the
distribution system, benefiting the local area with improved reliability
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Project Schedule

+ Submit updated SEIS documents and ASMCRA applications (in progress)

+ Complete NEPA process (SEIS) and prepare various permit submittals for

review

+ Permit Decisions Rendered (following completion of NEPA process)

Construction to begin after permits are issued and assuming market conditions
continue to support development

10/27/2010
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Usibelli Coal Mine, Inc.

Wishbone Hill Project Qverview

October 27, 2010

Lorali Carter
External Affairs Manager
Wishbone Hill Project

Usibelli Coal Mine

4th generation family
owned Alaska company

Founded in 1943 by Emil
Usibelli

1.5 to 1.8 million tons of
coal mined from Healy
annually

Sell to 6 customers in
Interior Alaska as well as
export

Over 500 million tons
proven reserves
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Coal Facts

s The U.S. has 27% of the world’s coal
reserves.

= Alaska has 50% of the U.S. coal reserves.

= Railbelt: >1,000 years reserve at current
consumption.
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Alaska has half of the coal reserves in the United States.
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Coal Effect on Electricity Rates By State
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Wishbone Hill History

Early mining: 1916-1962
7 million tons mined from 18 mines

By 1992 ali permits for Wishbone Hiil mine were
obtained

14 million tons of surface mineable coal identified

The only bituminous coal deposit on the Alaska
road system
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Wishbone Hill Project

= Where are we today?
=« Feasibility Study

+ Estimated year-long process

* Based on 6 million tons total; 500,000
tons annually, for 12 years

Exploration program
Analyze transportation options
¢ Update permits

Engineering
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» Transportation
Options

e Truck to Port
MacKenzie

¢ Truck to Railroad
then to Seward Port

¢« Rail extension to
mine site

Wishbone Hill Economic impact

= Jobs & Income
¢ 7510 125 mine jobs at
full production

+ High-paying, stable
jobs

» Money that stays here
in Alaska’'s economy

2288
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Wishlbone [Hill
Energy Needs

. = Anticipate 600 kilowatts per hour

= Feasibility study:
* Option 1: New line from nearby existing 3-Phase
» Option 2: Insert transformer at existing 120kV line

'OPTION 1

RUN LINE
UNDERGROUND
FROM THE
SMALL
TRANSFORMER
TOTHE

"WASHPLANT

AND SHOP.

1 MILE OF NEW
3-PHASE
POWERLINE TO
THE FACILITY

2.5 MILES OF
POWERLINE.
NEED 2 MORE
PHASESFOR 1.5
MILES AND
3-PHASE FOR
LAST 1 MILE.

3-PHA54AKE

OFF POINT FROM
THE PRISON
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OPTION 2

RUN LINE

UNDERGROUND
FROM THE

'SMALL

TRANSFORMER
TO THE
WASHPLANT
AND SHOP.

1 MILE OF NEW
3-PHASE
POWERLINE TO
THE FACILITY

TRANSFORMER
120 kV to 12kV

-
-

Usibelli Coal Mine inc.
Wishbone Hill Project

Questions?

Lorali Carter
745-6028
lorali@usibelli.com
www . usibelli.com
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ALASKA MINERS ASSOCIATION, INC.

Infrastructure for Mines
. September 2010
By Steve Borell

Most people assume that the basic infrastructure required for Alaska mines is provided by the
state or federal government. By basic infrastructure I refer to electrical power, roads, railroads,
airfields, and ports. :

I first researched the topic several years ago when I was asked to speak at an Alaska session in
Tacoma, Washington. My assigned topic was to describe the infrastructure that the state will
have to build to service various prospective mining projects. However, as I began to research the
topic, | realized that most of the basic infrastructure used by Alaska’s large mining operations
was not built by the state or federal government but rather by the mines themselves.

Infrastructure is a major cost item wherever it occurs, and especially in remote parts of the state.
Furthermore, the infrastructure is often needed long before the mine has a positive cash flow
from operations because infrastructure is needed before the mine can even be built. It is needed
to bring in the supplies and equipment that are used to build the mine. Infrastructure costs have a
huge adverse financial impact on the project’s rate of return because of the time value of money
which must be spent long before there is any return.

The table titled “Infrastructure for Alaska Mines” is a list of Alaska’s large mines and major
projects showing how their infrastructure was funded. The six large operating mines have a total
of 18 items of infrastructure. Twelve of those items, shown with an (*), were paid for entirely by
the mines. Three items were existing infrastructure. Two items, indicated by (+), were paid by a
government “authority” and the cost recovered by charging the mine a user fee. One item,
indicated by (*+), was constructed by the mine with a partial payment by the State.

Infrastructure for Alaska Mines

Mine/Project Power : Road Airfield Port
Major mines now in operation

Usibelli Coal On grid ' On road & RR

Greens Creek *Diesel, now on grid *7 mi *Yes
Red Dog *Diesel +55 mi *4500 ft +Yes
Fort Knox *24 mi to grid *4 mi

Pogo *55 mi to grid *55 mi *3000 ft
Kensington *Diesel : *+6 mi *Yes
Major mines now _in_idle status

Nixon Fork *Diesel *4500 ft

Rock Creek *6 mi to grid . 3mi by State

New large projects in permitting or advanced exploration

Chuitna Coal *10 mi to grid *¥13 mi *3000 ft *Yes
Donlin Creek *Diesel & wind *23 mi *5000 ft *Yes
Pebble *105 mi to grid *~80 mi *Yes

* Constructed by the mine
+ Reimbursed by mine based on throughput
*+ Combination of mine and State funding
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The mines in idle status have a total of four items of infrastructure. Three of the four were
constructed by the mines and one item, a three-mile road, was part of the “Roads to Resources”
program and was constructed by the State. For the three advanced projects — if these projects can
get through the permitting process, all 11 1tems of infrastructure required will be constructed by
the mines.

To summarize the numbers — 88% (30 of 34 i:tcms) of the items of infrastructure required by the
major mines and advanced projects has been paid (or will be) by the mines.

The situation is very different in other states and countries. In the lower 48 states and much of
Canada, only the final few miles of road or powerline will be paid by the mine. It is a rare case
where the mine is isolated from the road system or must build its own power plant, airfield, or
port. Throughout Canada, the roads, railroads, and powerlines are typically built by the
government.

In some countries the governments will provide much of the infrastructure. 1 recall hearing a
few years ago that a project in Inner Mongolia of northern China was going to need a road. This
need was expressed to the government officials. Within a year a 200 km road was under
construction; two years later it was complete.

1 often hear that the State of Alaska built the road and port facilities for the Red Dog Mine. That
is correct. The Alaska Industrial Development & Export Authority (AIDEA) paid for
construction of the road and port known as the Delong Mountains Transportation System
(DMTS). But Red Dog makes annual payments to AIDEA based on throughput of concentrates
that are shipped. If the mine does not meet a certain level of throughput each year, Red Dog
must still pay a guaranteed minimum amount to AIDEA. That has not yet happened because
every year since the mine began operating in 1989 the throughput has been more than the
minimum. The initial construction of DMTS was $180 million with a subsequent upgrade of $85
million for a total cost of $265 million. Thus far the state has received $312 million of interest
and principle on its investment. That says nothmg about the jobs and other benefits to the region
and the entire state.

There are numerous other roads and other infrastructure throughout Alaska that was built by the
mining industry. Electrical power generation in Juneau is a case of particular note. Juneau has
the lowest power cost in the state because of the mining industry. There are five hydroelectric
generating plants in Juneau. Three of these were built by the mining industry and a fourth was
built because of mining guarantees. The three plants built by the mines are Gold Creek (1893),
Salmon Creek (1913) and Annex Creek (1915). When the A-J mine closed these plants were
sold to Alaska Electric Light & Power (AEL&P). Salmon Creek was upgraded in 1984 with a
new generator but the others still operate with the original equipment.

A fourth hydroelectric power plant, Dorothy Lake (2009), was built because the Greens Creek
mine signed a contract guaranteeing that it would take any power not required by the city. The
result was that AEL&P was able to obtain funding for the plant.

As | previously mentioned, most people assume that the basic infrastructure required for Alaska
mines would be provided by the state or federal government. Those people would be wrong and
the facts clearly show that the basic mfrastructure requirements are most often constructed by the
mines themselves.






