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SH6 loads a haul truck with ore that will tip the scales at close to 200-tons.
Shovels
Shovels are the primary loading units at Fort Kn<>x

Hitachi EX 3600 - SH1 and SH6

These shovels were purchased in 2003 and 2004 at a cost $3.7 million each.
These giant orange shovels have 275 cubic yard buckets (21 cubic meters) and
tram (mo-, e from location to location) at approximately one mile per hour. SH5

and SH6 a-e each the size ofa four story building.

Hitachi EX gsoo - SH t

Atacost of $3 million, SH3 was purchased in 2000. This unit has a 23 cubic

yard bucket (17.6 cubic meters) and tram .at the same speed as SH5 and

SH6.

SH3 loads a truck in the
Fort Knox pit.

Caterpillar si:u) -SH4

This smaller shovel firstjoined the FGMI fleet in service at True Nortn. When mining was suspended

at True North, the shovel went to work in the Fort Knox pit. SH4 has a 17 cubic yard bucket and is the

sole yellow shovel in service.
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Loaders

leaders function as supple-
mental loading units at Fort
Knox, filling in when any of the
shovels are down for mainte-
nance or repairs. They can also
provide additional loading ca-

pacity when required.

Caterpillar gg4-LRIO

LR10,a cat 994 front end loader, loads HT33,a Cat 789 haul truck.

The largest loader in the Fort

Knox fleet is also the largest loader Caterpillar makes, a qq4 with a 23 cubic yard (17.6 cubic meter)
bucket. It was purchased for $2.6 million in 2004 and is one of the piei jofequipment thatis main-
tained and repaired by NC Machinery, the local Catdealer, under a maintenance and repaircontract

(MARC). Tires on this loader are 13 feet tall, cost $35,000 each, and last approximately 5,000 hours.

Caterpillar 002 - ERq

As Fort Knox's second largest loader, LRq has a 15 cubic yard bucket. Purchased for $1.5 million in

2004, this machine has q foot tall tires that cost $11,000 each.

A full size pickup parked next to LR illustrates just I.,R9 with its bucket in the air.

how big a Cat 992 loader really is.

Tires

Tires are a critical component forequipmon Employees perform tire changes with a specialized truck

and forklift, both with tire hands. The tire va d is located across the road from the fuel stand at the end

of the shop.
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A stack oftires sits in the tire yard be-
fore being installed on the heavy equip-

ment.

Haul Trucks

Caterpillar 7Q'tC - HT4!

Haul truck tires can cost anywhere from $5,500 to $17,700 apiece
and loader tires run as high as $35,000 each. The chart below

shows the size and cost of most of the tires used at Fort Knox.

Tire
Equipment W eight
cat 994 Loader 12,500 1bs $35,000
cat 992 Loader 5,300 1bs $11,000
cat 793 Haul Truck 7,500 1bs $17,700
Cat 789 Haul Tntck 6,300 Ibs $15,500
cat 785 Haul Truck 4,700 1bs $10,000
Cat 777 Haul Truck 800 1bs $5,500

The largest haul truck in Alaska, HT41 has a 240 ton capac-

ity. This is the second largest truck Caterpillar makes, boast-

ing a list price of $2.1 million. It takes 9 passes ,or 5to 6

minutes, fora shovel to fill this truck and each load ofore in

HT4!l contains 5to 8 ounces ofgold. The truck has 2.300

horsepower and an 1,180 gallon fuel tank. In a 24-hour pe-

riod, HT41 uses 1,120 gallons of fuel. Tires for HT41 are 11.5

ft tall and cost $17,700 each.

HT35 positions itself for lo.- ding.

Caterpillar785B - H™i to HTI0

A load of 240 tons fills the bed of HT41.

Caterpillar 78gC - HT-ti to HT 38

Each 190-ton load carried by the eight 789 haul trucks at Fort
Knox takes 7 passes, or approximately 4 minutes, to filland con-
tains only 4 to 7 ounces ofgold. These trucks were purchased in
2004 and 2005 at acost of $1.75 million each. with 1,900
horsepower engines and 850 gallon fuel tanks, the trucks each
use 821 gallons in a 24-hour period. Tires for these trucks meas-

ure 11 ft 4 in and cost $15,500 each.

w ith 10 on site, the C it 785 150-ton capacity haul trucks are the

oldest in the Fort Knox fleet. It takes just 3m inutes, or 5 passes, ]

to load each truck w'th ore containing 3to5o0unces ofgold. At

1,450 horsepower, these trucks consume 520 gallons of fuel in a

24-hour period, despite having only a 500 gallon fuel tank.

These trucks were purchased at an average cost of $ 1.5 million

each. Tires are 10 fttall and cost $10,000 apiece. HT7an HT8 and ready to dump their

loads at the crusher.
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Caterpillar zzzC

Initially brought in for mining at True North, Fort Knox has

three Cat 777 haul trucks, HT71, HT72,and HT7.}. These 85

ton trucks have 750 horsepower engines and 9 ft tall,

$5,500 tires. These haul trucks can be loaded injust 3

passes. An additional 777 truck, HT74, has been modified to

carry a large low-boy trailer forequipment haulage.

Haul trucks travel at a top speed ofapproximately 28 - 32

mph when full and only 10 - 15 mph on an incline.

Crusher

A lowboy trailer pulled by a converted 777 serves
the mine site by transporting large tracked equip-
ment like shovels and dozers between work loca-

The primary crasher, where all of the ore isdumped, isagyratory crusher with manganese steel lining

on the bell and 14F.Palloy on the concaves. The mantle is 60 x 102 inches and the crasher can crash

150 tons in under 3 minutes and reduces rock to less than 6 inches. The crasher receives an average of

one track every three minutes and is capable ofcrushing 72,000 tons per day. Rocks up to 60 inches

can be accepted. To assist with blockage and large rock., a hydraulic hammer, the Tramac, iscon-

trolled by the operator anJcan move or break up oversize rocks.

A truck backs up to the Fort
Knox crusher where the gold
recovery process begins.

A load of 150-tons isdumped
into the crusher where Al be
reduced to 6-inches or smaller in
less than 2 minutes.

The crusher is powered by a 700 hp electric motor and was builtin 1952.

It was first used at the Climax Mine in Colorado and was installed at Fort

Knox during initial construction in 1996.

Forty-eight percent of the crusher building is above ground and 52% is
below ground. The surge pocket beneath the actual crusher can hoid two
truck-loads of material before placing iton the apron feeder to conveyer

#1 which transports it to the stockpile

The crusher is staffed by Zoperators at all times working rotating 12-
hour shifts. An additional staffof 5mechanics work four 10-hour shifts

per week.
The spider cap tops the opening
in which ore isdumped for
crushing. The broken material
around the spider cap is the
"dead bed," acovering that pro-
tects the underlying concrete. It
isonly cleaned when mainte-

The crusher operator con-
trols most of the crusher
functions from the com-
puter screen above. The
computer is located in the
crusher control room.
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Conveyer #1

This 1/2 mile long, 4 v2 feet wide belt has a concave surface and carries
ore from crusher to the stockpile. The drive tower, located in the mid-
dle ofthe belt, holds two 800 hp e’ ctric motort. There are 187 stairs
in the drive tower, climbed every 6 hours by acusheremployeeto per-

form visual inspections. These operators also v alk the length of the
Aview of Conveyor #1 from the

belt two times per shift (four times perday) p- rforming visual inspec-
ground level of the crusher facing

tions.
the stockpile.

The 7.9 earthquake in November, 2002 dw<lnot affect the conveyor (or any other aspect of the mine).

Stockpile

Thes' h <pileatthe end ofconveyor #1 has a 300,000-ton capacity, or
a 7 day supply. This stockpile provides separation between the mining
and mi'ling facilities at Fort Knox. The live capacity is 15,000 to

20,000 tons,to 10 to 12 hours. This means that after the first 10 to 12

hour.- a dozer will need to help push the stockpiled ore into the feeders

to the mill.

Beneath the stockpile are three apron feeders that move the ore onto

The stockpile with the Fort Knox
conveyor #2 which feeds the large Semi Autogenous Grinding (SAG)

pit in the background.
mill.

Electricity

Electric power is the second largest cost every month at Fort Knox. (The numberone cost is labor,

number three is fuel, and number four is steel grinding balls for the mill.)

The 35 megawatts of power from GVEA are brought in on a 29 mile 138 kV line. The cost ofelectricity
increased dram atically over the part two years, partially

due to rate increase and partially due to fuel p, ice and cost

of power increases. Current power costs hit $73,484 per

day, or $2.23 million per month. This is 56.6% higher than

the cost in 2003.

The site isequipped with four 1.5 megaw att diesel pow -
ered generators installed at the substation. In an emer-
gency, these generators will help maintain personnel and

environmental safety, preventslurry settling or freezing. The electrical substation at Fort Knox is located

and maintain other critical mine facilities during power near 'he mill building,

interruptions.



Mill

The ore enters the mill building where itisground down to the consistency ofbeach sand.

3AQ Mill (Semi-Ama&enaVS Grinding)

The first stop isthe SAG mill where 5 v* inch steel
grinding balls are used to break down the rock. The mill
is 34 feet in diameter and 15 feet long, powered by two
7,000 hp electric motors. A« the mill rotates, the ore
inside is broken down to approximately % inch pieces.
Mill personnel add five to twenty fourtons ofgrinding
balls each day. One grinding ball weighs approxim ately
22 Va Ibs. Once broken down, the ore comes out onto a
screen deck. Ifthe rock is still larger than % inch in
size, itis conveyed to 7-foot XH 1) shorthead crusher
and back to the SAG mill. Ore that falls through the

screen deck moves on for further processing.

Ball Mills (one on each side of SAG)

isbirds eye view ofthe mill shows a ball mill in the
foreground, the SAG mill in the center and the second

ball mill in the background.

There are two ball mills, one on each side of the SAG. These mills process ore from the SAG that is less

than % inch size. Here the ore is ground down to the consistency ofbeach sand. The ball mills are each

20 feet in diameter and 30 feet long, filled with 3 inch grinding balls. Operators add 1l to 14 tons of

these balls each day. Each ball mill is powered by one 7,000 hp electric motor.

The mill iscomputer controlled and staffed with a control room operator

who monitors computer screens and can dispatch maintenance and op-

erations personnel to investigate and repairany problems that arise.

The control room operator monitors com-

puter screens for efficient operation.

Gravity Circuit

* St A fter ball milling, some material is diverted to the gravity circuit. Two gravity

concentrators, called Knelsons, use gravity to separate gold from other material.

The concentrators operated similar to a washing machine on the spin cycle and

the riffleson the sides catch the gold. Twenty percent

ofthe gold at Fort Knox is recovered using this

method.

The total gold recovery at Fort Knox isapproxim ately

One ofthe Knelson con- 86%.
centrators used in the

gravity recovery of gold

at Fort Knox.
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Pre-Leach Thickener Tank

Afterore has been processed through ball mills, it moves on to the
pre-leach thickener. This tank is 110 ftin diameter and floccuient
isadded to settle the solids to the bottom. The water that flows
over the top is recycled, as the mill uses 33,000 gallons per min-
ute. After the solids settle to the bottom, it is pumped to the [.each

Circuit to recover the gold.
Solids are settled to the bottom ofthe

thickener before heading to the leach

Leach Circuit -
circuit.

The leach process begins in the 7 leach tanks where cyanide is added to dissolve the gold. This process

takes approximately 14 hours.

CIP

The next 6 tanks are Carbon-in-Pulp (CIP)
tanks. In this 10-hour process, carbon is
added to attract the gold. Th ecarbon used
at Fort Knox is made from roasted coconut
shells and fresh carbon is added daily. Car-
bon is so porous that a piece 'he size ofa
fingernail has a surface area comparable to
a football field. Carbon attracts the gold and
fills all of those pores. W hile the gold heads
The leach tanks are shown in the background and the CIP tanks are  (q|. recovery, the remaining slurry continues

shown in the foreground. on jn ,he process .

Detox/Tails Thickener

Tailings, the remaining processed rock,
and clean water are released to the tail-
ings impoundment. Cyanide and heat

are recycled by the tails thickener and

cyanide releases to the environment are
less than 25 parts per million (ppm) at
all times. The monthly average cyanide
released to the tailings impoundment is

recptired to be less than to ppm.

W hen necessary, the cyanide destruc-
tion system can be used as well. This

utilizes Amonium Bi-Sulfate (ABS) to
The tailings thickener is used to recycle heat and cyanide in the gold

destroy the cyanide before water is re-
recovery process.

leased to the tailings impoundment.
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Tailing Impoundment

The tailing impoundment is located on Fish
Crei.. This zero-dischatge facility contains the
milled rock and water used in the milling proc-
ess. As illustrated below, a seepage control sys-
tem with a sump isin place at the toe of the dam
and six interceptor wells a short distance down-
stream ensure zero discharge. The dam wasde-
signed fors me seepage water to travel through
and this collection system pumps the seepage

An aerial view of the tailings impoundment shows the dam

w ater back into the tailing pond. These facilities .
downstream from the mill.

have backup pumpsconnected to the standby
emergency generators and a series of three moni-

toring wells to assure reliability of this system.

The tailings dam is the largest earthen dam in Alaska. It
is raised every one to two years. The current height is

289 feet tall and the planned ultimate height is 320 feet.

Water recycled
to the Mill

The Fort Knox tailings dam is the largest earthen

dam in Alaska.

Pump Building

Intercoptor Well

r\

Groundwater Underflow

Sump

Seepage Collection System

Monitor Well

Y

Cone of Depression
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Gold Recovery

Carbon loaded gold from the CIP tanks is stripped using an electrowinning process. The gold is plated

onto stainless steel cathodes and then washed off.

Refinery

Gold that has been stripped from the carbon enters the refinery where it is melted in the furnace at

2,200 - 2,300 degrees F. Any impurities, or slag, rise to the top of the furnace and are poured offbe-

fore the gold is poured. Slag looks like black glass and any remaining on a freshly poured barofgold

Refinery operators pour gold at temperatures up to 2300 degrees.

cools to the outside where itcan be easily

chipped offand removed.

Fort Knox produced approximately goo

ounces ofgold each day with a plan to

produce 324,000 ounces in 2005.

The Final Product

The gold bars poured at Fort Knox are
referred to as dore. Dore is French for
mixture. Gold poured at Fort Knox is
approximately 22 karats, averaging 90%
gold, 6% to 896 silver, and 296 to 496

other impurities.

The Fort Knox mine is a high quality,

major producer ofgold. The high level of

quality output is a reflection ofa superior work force dedicated to working together toward a common

goal: the safe, efficient, and environmentally sensitive extraction and processing ofgold.

A gold bar is available to show mine guests. This
bar poured specially for tours is approximately
one third of the size ofa typical gold bar. Itis
257.05 troy ounces, or 21.42 pounds, and repre-
sents six to seven hours’production.

Fort Knox produces approxi-
mately 900 ounces of gold

daily.
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R EP ORT O F T H E 2 0 0 6

The Alaska Minerals Commission was created by the 14th Legislature and signed into law on
June 6, 1986. The enabling legislation instructs the Cpmmission to make recommendations to the
Governor and Legislature on ways to mitigate constraints, including governmental constraints, on

the development of minerals, including coal, in the state.
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FOREWORD

gAlas aa Mmerals Commission authoned until Jan anE 2014, was created bg the 1Aﬁh LegetsLature

signed Into law on June 6, 1986. The Governor, the President of the Sent [
o the ouse aPLFomt the Commission. _The current members repre?]ent epacer ar rock, an
coal mining Inaustries The enabl etslatton nstructs

nd come from diverse areas of the state
the ComLIssion to ma%e recom endattons 0 the Goven]or and Legislature o ways to mitigate
constraints on the development of minerals, including coa

Many important o ml sion_recommendations_have been implemented since the first report in
Januar F:)t98. %hsof I%rogress unng mc?g R rPegts?attve dtrectton to ADEC to seek
8t acy from EPm or Ih Progra . the su Port ci LM t ei<a Ine future manaqement
the Sout ern art of thf Nattona troleum, Reserve-Alaska o Include mmmH Intervention In
the Ken5|[1 et ands lawsurt, ma{; eting mlnerals to Pacrfic R|m Na ons continued work on]
water uality regulations, sele ection (? 9|ven to BLM., streaml |n|n ermltttng prrocess e
oast eso rcei rogram, cceleration of the 1a onve ncetme hese t eso
ng]f a Alnska on track to_ become a remterg a minin £unsd|ct|on Thereﬁ
aeco (n teSIate 1S movmq in the ng%ht irection.” The Com iISsion commends an tans
Governor, the e?|s ature, and the Agencies for the proactive and supportive stance that has been

prowded 0 the industry over the past th?ee years.
Dunng 2005, the ConL ission_met in FatrbaJ<s on September 28 and held a foll —uB meetin tll

nch raeon ovem e _recommendations |nt e&ort are the result o n'ntat
tot nbeha of the Commission, wou eto exBress a rP]rematon t?t 0se
em erso te ub ic, the A a(?ka Miners Association, the R esogrce evelopment Councll, and te
many 8overnmen genmes% nvate organlzatloncf 'that contributed tot aPneRloratl n of the re
The Commission WI hes to t dank ommls loners E gar Blatchford and Wil Il of the D grment
o ommerce Economic Devel og{n ivision of Economic Development st |§
row va ua admtntstra five a (? essional support. Diane Somers expertly formatte
asse bIe the report for publication and printing.
Irene Anderson {Chalr&
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EXECUTIVE SUMMARY

The Alaska m|n|n mdus rﬁgen o ed another excellent, grear in 2005. Following on q(atns in 200"

met rlces and |(§ab Ifin m|n eratl s haye continued to |m roye. Venture capital
marke {J \M%rowe Y x{f% rers, resultin Jor

tantla unain ? 0 g Inan € CﬁP l}/ ctive year
Mmineral, €Xpjo IOT In the state. COHSUUC?OH of the PQ% eaﬂlne ntinued t ugho € yedr an

pro uction from Alaska's newest mine wil commence 1

Jespite the im | ve ents in 2005 t e | dustry till faces a nu ber fchaIIen es and investment
o 03 Ay Corgs of

ISI centtve uncertam 12/ een cast over the |n R’ ¥ %or DS 0
Engineers eC|S|on to suspend es“)ermt for the Kensin tgton mire. This eC|S|onb the Tederal
A gt“?e dgra essm? tough,

Eg IS counte groductlve to { e's efforts to gresen Itself %s a uns
te |C|etenV|r tal pe m|tt| re ul t|ons The, State must dema é ermitting
8en(:|es eaccounta e, an rov etmeey responsive project review an ermit iss an?e In
cooperation with State a enue Envnonm nta stryct |on|sscont|nu rowu hurdles
despite enume €00 era Ive prodect esi n E?gmlttm \n/r on In ustv lp Bu ous lawlits
Jjaﬁ ascontlnu ‘without LI gattn orm. ETficiency of permitting 1S mrP vmg er the
|trat|on3| Itiafives, and th (e s?ro posed changes are at times u f r, tiv / are crucial
fort eong—term ealth of the mining industry, the enV|r0 ment, and the staté €conomy.
ate government has provided significant advances on nitiatives put forward originally in, 2004
e ¢ Conly b ttatt b he Dertep

0 rams ave not only benefited the mnaustry directly, but also improved t t|0n of the

tate In‘the eyes of ouﬁmde |nvestos e Com smlt I oks forward to continyin éf to work th
the .Governor, ‘the Le %ture enmes toF d the f rﬁinewor for a ropust, sustainable
environmentally responsible 1n stryt at venefits Alaskans in all comers of the State.

CURRENT RECOMMENDATIONS

The Commission_en oura% OIInthe G(%vernor and Legislature to act on the recommendafions provided

in thig rePort In Inc n?
« Continue o develop more etf|C|ent and timely permitting processes.

* Ensure ade%uate fundm% and personnel for permitting agencies so they can meet the needs of
the State's growing mining industry.

* Seek NPDES State primacy from the US EPA according to legislation passed in 2005

* Restore the General Permit for remote camps.

* Implement the proposed revisions to the mixing zone requlations

* Continue to keep infrastructure development as a policy cornerstone.

* Resolve land tenure, navigability, and right-of-way access issues.

* Provide adequate fundlng for acquisition of baseline geological and environmental knowledge

statewide.
* Support the Alaska Minerals & Energy Resource Education Fund (AVEREF).

* Ensure that a world- %Iass m|n|n8 en meenng Pn g%am is developed and mamﬁamed within

the new framework of the College of Enginegring and Mines at University of Alaska Fairbanks
(UAF)
Expand the etf(?ré directed toward markettn S a premier r1place to invest in mineral
Fﬂoratlon and deve opment prospects, pa |cuay In Asan countries

Eg ously. s%t)ﬁort the exclusion of waste rock inthe U.S. Environmental Protection Agency
A Toxic Release [nventory requirements.
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Chuitn C0ﬁ|2 Pacrim Coal announced, initiation of ermlttln?, for the Chuitna Coal pr gc‘ located
west of Anchorage on. the narth side of Cook Inlet. . Construction for 5h|s$gr5%ect 1S schequleq for
2007 with Ero u |or] in 2009, Constryction costs will be approximately million. This will be a
significant coal development Tor the state.
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necessary, re

ixon Fork: ThiS previous gald producer is located approximately 35 northeast of McGrath. The
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company has submitted permit applications an old production In 2006 at the
: X ' ¢ R|s project Is owned %ygSt /-Qndrew Golatlelds.

rate of approximately 45,000 ounces per year. T

With increased metal, prices, risk capital markets provided robust exploration. budgets in 2005. Total
ex;l)enditur S are pro{e%_te(?f approgc[h ﬂOO miSIIE)n. There was acti{)/ity n virtua?lg/ every corner of the

state. Notable projects incluce:

arctic: NOvaGold, Resources a,n_nounceﬁi signifi,cant drill intercepts from its exgloratior] efforts qurin
%]iestﬁ/gtar' This project is a significant polymétallic volcanogenic massive sulfide deposit in the Ambler

LMS: AngloGold USA Exploratign Inc. announced a significant_Po o—t}/ﬁe gold discove{}/ between
Poqo and” Delta Junction.” Significant gold intercepts were obtained from two parallel quartz vein

systems.
ainy Pa istier): Kennecott Exploration (Rio Tinto) announced a significant copper-gol
EBrﬁthr? alsscg)v\\//gr tIat )Ramy Pass. M&afurglcal(%ilnogg testing shows that go?g ref%) s tgo t%e,,
 concentrate. Mipor amounts of siiver and molybdenum are_present. Kennecott has identified

0 :
el Ft) other targets similar to the Whistler prospect in‘the surroundnEg area.

. Eagle, Beverly: ANgloGold and Rimfire Minerals Corp. conducted exploratjon on these gold
oCcurTences near 5090. Ignificant gola va?ues have bee o%talned f?om psampllng and drl?h 0.

MAN: Nevada Star Resources and Anglo American Exglora*ion continued exploration on the Iar%e
Bmkel, copﬁer ;Iatmum_ rogp C0 Plex Io_cateﬂ norttyv st of Paxson. Interesting sample results have
een returhed and contiriued" explokation Is scheduled.

Shulin Lake: Golg.ogda Resources, Ltd., Shtilm Lake Minerals ,nc. and Shear I\/llneral - Ltd. joint

venturelhas identrfied numerous ntrusive-style magnetic anomalies over the Shulin Lake dranond

Pro ertx nea .Takeetraa. Dlamorw FH"IH%O 5 Po 5 to test 3 of the an(imalles returned one diamond
ragment and inclicated that the holes were drilled on the apron of a volcanic center. Three test

EI)I(S taken from Ia(ﬂal fill In the aZrSSBreturned visual observation of diamond indicator minerals.
ploration work will continug In .

Lucky Shot; Full Metal Minerals of Vancouver announced discovery of hi%\/
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fq the historic Shot Mine located 40 miles north of Anchorage in the Wil
Sﬁx s? nf?icant (Lfr“mtercepts, rlmclucﬁlng one 131 ft containing 7.0490unces of g

encountered.

Shotgun: TNR Gold Co_Ho. announced that it receiv?d assag results, from its 2005 six-hole drilling
program on the new Winchester Gold Zone. The holes weré more than 1000 meters apart and

Prade extension
(iW Creek district.
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EXECUTIVE SUMMARY

The Alaska mining industry enjoyed another excellent year in 2005. Following on gains in 2004.

metal prices and profitability of existing mining operations have continued to improve. Venture capital
markets have provided substantial funding for explorers, resulting in an exceptionally active year for
mineral exploration in the state. Construction of the Pogo mine continued throughout the year and

production fron Alaska's newest mine will commence in early 2006.

Despite the improvements in 2005, the industry still faces a number of challenges and investment

disincentives. A cloud of uncertainty has been cast over the industry by the U.S. Army Corps of

Engineers decision to suspend a key permit for the Kensington mine. This decision by the federal
agency is counterproductive to the state's efforts to present itself as a jurisdiction possessing tough,

but efficient environmental permitting regulations. The State must demand that federal permitting
agencies be accountable, and provide timely, responsive project review and permit issuance in
cc leration with State agencies. Environmental obstructionists continued to throw up hurdles

and appeals continue without Litigation Reform. Efficiency of permitting is improving under the

despite genuine, cooperative project design and permitting work on industry's part. Spurious lawsuits

Administration's initiatives, and though the proposed changes are at times unpopular, they are crucial

for the long-term health of the mining industry, the environment, and the state economy.

State government has provided significant advances on initiatives put forward originally in 2004.

The programs have not only benefited the industry directly, but also improved the perception of the

State in the ayes of outside investors. The Commission looks forward to continuing to work with
the Governor, the Legislature, and the Agencies to build the framework for a robust, sustainable,
environmentally responsible industry that benefits Alaskans in all corners of the State.

CURRENT RECOMMENDATIONS

The Commission encourages the Governor and Legislature to act on the recommendations provided

in this report in 2006, including the following'
« Continue to develop more efficient and timely permitting processes.

Ensure adequate funding and personnel for permitting agencies so they can meet the needs of
the State's growing mining industry.
* Seek NPDES State primacy from the US EPA according to legislation passed in 2005.

» Restore the General Permit for remote camps.

* Implement the proposed revisions to the mixing zone regulations.

« Continue to keep infrastructure development as a policy cornerstone.

* Resolve land tenure, navigability, and right-of-way access issues.

Provide adequate funding for acquisition of baseline geological and environmental knowledge
statewide.

» Support the Alaska Minerals & Energy Resource Education Fund (AMEREF).

» Ensure that a world-class mining engineering program is developed and maintained within
the new framework of the College of Engineering and Mines at University of Alaska Fairbanks

(UAF).
« Expand the effort directed toward marketing Alaska as a premier place to invest in mineral
exploration and development prospects, particularly in Asian countries.
Vigorously support the exclusion of waste rock in the U.S. Environmental Protection Agency
(EPA) Toxic Release Inventory requirements.
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« Support funding of Mine Safety & Health Administration (MSHA) training for small remote
operations.

m Re-institute a systematic program that utilizes Recordable Disclaimers of Interest to secure
state title to lands beneath navigable waters.

» Ensure fair and equitable taxation in state, municipality, and unorganized regions of Alaska to
support the investment climate for the mining industry.

INDUSTRY OVERVIEW

The mining industry in Alaska continued to prosper during 2005. World metal prices have increased
faster than most costs, making existing operations more profitable and stimulating additional
exploration in the state. Substantial risk capital was available for exploration and development of
projects and some new discoveries were announced. Construction of the Pogo gold mine continued
and construction began at the Kensington gold project. The total value of Alaska's mining industry
will be up for 2005 to about $1.7 billion compared to $1.6 billion in 2004. Initiatives put forth by

the administration, such as "Permit Efficiency Streamlining”, “Roads to Resources”, and NPDES
assumption continue to bolster the industry. Just as importantly, these programs have improved the
outside perception of Alaska as a quality place to invest. The state and the industry are beginning to

reap the rewards of these initiatives.

Red Dog, Fort Knox, and Greens Creek, Alaska's three major metal mining operations, and Usibelli
Coal Mine all turned in strong performances. These mines contributed significantly to the employment
base and economic vitality of their respective host communities and rural regions. Placer gold mining
operations benefited from increased gold prices, although very high fuel prices had an offsetting

negative affect.

Several mine development projects achieved important milestones in 2005. These include:

Pogo: Teck-Cominco and Sumitomo continued with the $347 million construction of the Pogo Mine
near Delta Junction. This will be Alaska's next gold mine, with production to begin in early 2006. The
underground mine will process ore at the rate of 2,500 tons per day and will produce approximately
400.000 ounces of gold per year for the 10 year mine life. The operating workforce will be 230

employees.

Kensington: Coeur Alaska, Inc. received its final permit in June of 2005 and began construction of
this $105 million underground gold mine in July. Located 45 miles north of Juneau, the mine would
employ approximately 200 workers during its 10-year operating life. The Wetlands Permit, issued by
the U.S. Army Corps of Engineers, was subsequently withdrawn by the Corps for further study, as
the Corps prepared to defend the permit in lawsuits brought by environmental opposition groups.

Construction is continuing at a reduced pace.

Rock Creek: NovaGold Resources continued engineering studies of the Rock Creek Project during
2005. Rock Creek is located seven miles north of Nome; its satellite deposit, Big Hurrah, is located
41 miles east of Nome. Equipment acquisition has begun, with project construction targeted for mid-
2006 and production at a rate of approximately 100,000 ounces per year beginning in 2007. Project
construction costs are forecast at $40 - 50 million. Operating mine employment will be approximately

130 personnel.

Donlin Creek: Placer Dome and partner NovaGold continued with evaluation of the Donlin Creek
gold deposit, located on Calista land in southwest Alaska, with a major drilling program consisting of
27.000 meters of drilling. A feasibility study is expected to be initiated in 2006. A three year permitting
program is scheduled to commence in mid-2006, with construction to follow in about 2009 and
production by about 2011. Construction costs are expected to be greater than $1 billion and average

employment during operation at about 400 employees.
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Chuitna Ccal: Pacrim Coal announced initiation of permitting for the Chuitna Coal project located
west of Anchorage on the north side of Cook Inlet. Construction for this project is scheduled for
2007 with production in 2009. Construction costs will be approximately $650 million. This will be a

significant coal development for the state.

Pebble Copper: This is a large copper-gold deposit owned by Northern Dynasty and located north of
lliamna. Intense exploration drilling and baseline sampling activity continued during 2005 Announced
resources are currently calculated at 31.3 million ounces of gold, 18.8 billion pounds of copper and
993 million pounds of molybdenum. Step out drilling to the east intersected very significant extensions
to the ore body that could significantly enhance the project size and scope. Permit applications will
be submitted once the company delineates the deposit extension, assesses its feasibility, and if

necessary, redesigns the project.

Nixon Fork: This previous gold producer is located approximately 35 northeast of McGrath. The
company has submitted permit applications and proposes to re-start of gold production in 2006 at the
rate of approximately 45,000 ounces per year. This project is owned by St. Andrew Goldfields.

With increased metal prices, risk capital markets provided robust exploration budgets in 2005. Total
expenditures are projected to approach $100 million. There was activity in virtually every comer of the

state. Notable projects include:

Arctic: NovaGold Resources announced significant drill intercepts from its exploration efforts during
the year. This project is a significant polymetallic volcanogenic massive sulfide deposit in the Ambler

District.

LMS: AngloGold USA Exploration Inc. announced a significant Pogi. fype gold discovery between
Pogo and Delta Junction. Significant gold intercepts were obtained fr m two parallel quartz vein

systems.

Rainy Pass (Whistler): Kennecott Exploration (Rio Tinto) announced a significant copper-gold
porphyry discovery at Rainy Pass. Metallurgical (flotation) testing shows that gold reports to the
copper concentrate. Minor amounts of silver and molybdenum are present. Kennecott has identified
eight other targets similar to the Whistler prospect in the surrounding area.

ER, Eagle, Beverly: AngloGold and Rimfire Minerals Corp. conducted exploration on these gold
occurrences near Pogo. Significant gold values have been obtained from sampling and drilling.

MAN: Nevada Stai Resources and Anglo American Exploration continued exploration on the large
nickel, copper, platinum group complex located northwest of Paxson. Interesting sample results have

been returned and continued exploration is scheduled.

Shulin Lake: Golconda Resources, Ltd., Shulin Lake Minerals Inc. and Shear Minerals, Ltd. joint
venture has identified numerous intrusive-style magnetic anomalies over the Shulin Lake diamond
property near Talkeetna. Diamond drilling of 5 holes to test 3 of the anomalies returned one diamond
fragment and indicated that the holes were drilled on the apron of a volcanic center. Three test

pits taken from glacial till in the area returned visual observation of diamond indicator minerals.

Exploration work will continue in 2006.

Lucky Shot: Full Metal Minerals of Vancouver announced discovery of a high grade extension
to the historic Lucky Shot Mine located 40 miles north of Anchorage in the Willow Creek district.
Six significant drill intercepts, including one 13.1 ft containing 7.04 ounces of gold per ton, were

encountered.

Shotgun: TNR Gold Corp. announced that it received assay results from its 2005 six-hole drilling
program on the new Winchester Gold Zone. The holes were more than 1000 meters apart and
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returned anomalous gold values warranting further drilling. The property is located about 280 miles
wost of Anchorage and 100 miles north of Dillingham in the Kuskokwim Mineral Belt.

Other: Exploration drilling, trenching and geochemical/geophysical mapping were conducted on a
number of other new or historic projects in the state. The pace of exploration during the year will
reach near record levels. Further information on projects can be obtained from Dave Szumigala,

DGGS or Rich Hughes, Commerce.

The Minerals Branch of the Alaska Division of Geological and Geophysical surveys (DGGS) continued
to provide quality data with an improved budget for 2005. The division completed the ground

surficial geologic mapping project of the Council mining district. Geophysical surveys were conducted
northeast of Fairbanks, in the Black Mountain area and east of Richardson in the Pogo area. A

major geophysical survey to evaluate geologic hazards was initiated on the proposed pipeline corridor
between Delta Junction and the Canadian border. A geological mapping program was conducted

in the Liberty Bell area south of Healy. An airborne geophysical survey, funded by the BLM, was
initiated on 1448 square miles of the southern National Petroleum Reserve of Alaska. The division, in
collaboration with DNR, provided rankings on all remaining state-selected lands with mineral potential
as part of the BLM 2009 Project prompted by the federal Alaska Land Transfer acceleration Act

(S. 1466).

The global mining industry continues to expand rapidly in response to explosive demand for mineral
commodities in developing countries. The cycle appears to be long term. The improvements to

the geopolitical character of the state made by the administration and legislature are attracting
minerals industry funding to the state. People in rural regions are benefiting from the increased
economic activity in their areas. With continued positive change in permitting efficiency, access and
infrastructure development, land tenure, Alaska’s geological database, education, marketing and a
stable tax structure, the state will achieve a robust, sustainable mining industry that will provide

economic and social benefits throughout the state.
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FINDINGS AND RECOMMENDATIONS

PART A: ISSUES REQUIRING STATE ACTION

Al) REGULAIORY REFORM
13) NATIONAL POLLUTANT DISCHARGE ELIMINATION SYSTEM (NPDES) PROGRAM PRIMACY

FINDING: nPDES permitting may be the greatest obstacle to timely development of mines in Alaska.
The EPA currently conducts NPDES permitting, compliance, and enforcement for the State of Alaska.
Alaska is one of only four states that does not have primacy over the NPDES program.

State control of this program will likely make the process more efficient by allowing for greater access
to permit writers, allowing for better coordination with other State agencies during the permitting
process, and by removing the duplication of effort of permitting through EPA while also working on
State certification. State primacy may allow more efficient, timely administration of NPDES permitting
while effectively addressing unique Alaska water issues and maintaining high environmental standards.

The state legislature funded a study to determine if the State of Alaska should assume NPDES
program primacy, as it has in air quality. The study report included the pros and cons of program
primacy, the funding requirements if adopted, and a preview of what the program and regulations
will look like. This work product has prepared the State to assume a program that has been well-
researched and planned with careful forethought.

Legislation was passed and approved by the Governor in 2005 to direct the Alaska Department of
Environmental Conservation (ADEC) to promulgate regulations for the State assumption of NPDES
permitting. By this legislation, ADEC is required to 1) file a completed application to seek State
NPDES primacy to US EPA before July 1, 2006 and 2) continue work-group sessions, including
representatives of permittees affected under the federal NPDES program, in the development of

the permitting program. Additionally, ADEC is required to report to the Governor and the Legislature
within 10 days of the Legislature convening in regular session 1) on progress of the application to the
US EPA, 2) to nrovide a description of progress by US EPA in reviewing the application, and 3) to
provide progress made by ADEC and the US EPA during the five-year transition period in transferring

the NPDES program to the State.

The Minerals Commission supports the State of Alaska assuming NPDES primacy.

THE COMMISSION RECOMMENDS THAT:

1lal) The Alaska Department of Environmental Conservation aggressively pursue NPDES
State primacy according to the schedule provided in the 2005 legislation.

1a2) The Alaska Legislature ensure the NPDES program is appropriately funded during the
transition period and when the NPDES program is fully assumed.
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1b) LITIGATION REFORM

FINDING: The Minerals Commission supported the adoption of the Public Interest Litigant legislation
passed in 2003. The new legislation placed mining companies (and other industries) on equal status
with any party bringing a civil action seeking judicial review of Administrative Agency decisions. This
legislation is very positive and wi. increase investor confidence immeasurably. Unfortunately, a legal
challenge to the legislation was lodged in mid 2003, with a ruling in favor of the plaintiffs in 2004,
preventing implementation of the legislation. The Administration has appealed the court's ruling on this
legislation, which has now been heard before the Alaska Supreme Court (November 9, 2005).

Alternative legislation was introduced in 2005 by the Administration that will serve a similar purpose.
This legislation will continue to be heard in the 2006 legislative session.

THE COMMISSION RECOMMENDS THAT:

1b1) The Administration continues to vigorously defend the Public Interest Litigant statute
against the legal challenge.

1b2) The Legislature consider and pass SB86 legislation on State/Municipal Liability for
Attorney Fees.

1c) PERMIT EFFICIENCY

FINDING: The Alaska State agencies have been successful in improving permit efficiency. Through
consolidation of permit admirlistration under the Department of Natural Resources (DNR), and
direction by the ADEC Commissioner, the permitting process for mining operations is becoming more
streamlined. Permit coordination under DNR and aggressive review of backlog permits by ADEC
appears to improve both timeliness and cooperation, making the process reasonably predictable while
reducing the burden of the permitting process. Professional staff has been added in both Air and
Water Quality to reduce the backlog of permit applications. The benefits of the Administraiion’s and
State Agencies' efforts in improving permit efficiency have been recognized by the mining industry in

their business activities.

The Alaska industries, Agencies, Administration, and Legislature can work together to provide
responsible and reliable permitting that ensures the protection of the environment, predictability to
permittees, and a sound future. Coordination with Federal Agencies must be improved among all

parties to make the permitting process more efficient.

The Administration received approval for six (6) additional staff positions in the FY06 budget for the
Division of Mining, Land and Water to support and maintain efficient permitting activities. As of late
2005, these positions had not been filled, although recruitment was underway.

In late 2005, a number of talented senior staff members of the DNR left the Agency, including

the Commissioner. The staff members that departed the Agency had significant experience in the
mining industry, both from previous operational tenure as well as Agency experience in mining. The
Administration and DNR has assured the mining industry that current policies and activities will
continue, and that there will be no diminution of service from DNR. The mining industry supports

this Administration's efforts in ensuring the environmentally sound development or Alaska's natural
resources, and DNR’s assertions of continued resource management services, however the industry
also recognizes the difficulty in the timely filling of vacancies with highly talented individuals, especially
in an era of increased mining activity warranted by regional and world-wide economic growth.
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The present economic growth being experienced in the natural resource industries world-wide, as well
as regional and US economic growth in all industries, has strained the supply of human resource
professionals available to fill vacancies in industry as well as governmental agencies. !f not already,
the Alaskan agencies will see the same inability to attract skilled professional staff. The ADEC and
DNR should review their recruiting mechanisms and salary and benefits packages to ensure they are
capable of maintaining existing staff and attracting staff in a timely manner.

THE COMMISSION RECOMMENDS THAT:

1cl) The Administration continue to seek efficient and timely permitting by maintaining high
quality internal staff and using third-party contractors to support the permitting process.

1c2) The Department of Natural Resources aggressively recruits to fill the outstanding
vacancies approved in the FY06 budget for the Division of Mining, Land and Water.

1c3) The Department of Natural Resources ensures excellent resource management services
by ensuring the vacancies occurring in late 2005 of senior staff members are filled with

highly qualified individuals with relevant experience.

1c4) The agencies ensure their recruiting mechanisms and salary and benefits packages are
capable of reacting to market conditions in the employment of professional staff.

1c5) The Legislature require a periodic permitting status report accounting for agency staff
and management.

1c6) The Administration demand that Federal Agencies respond in a timely, responsive
manner when their participation is required in the permitting process.

1d) GENERAL PERMITS FOR SMALL REMOTE WORK CAMPS

FINDING: Small work camps are commonly used for construction and mining exploration throughout
the remote areas of Alaska. These camps are short-term, low-impact facilities with common features.
However, the camps require several State permits to address waste, wastewater, drinking water, food
service and other environmental and human health regulations. To ease the permitting burden on both
the permittee and the State, ADEC needs to develop a General Permit for these facilities.

THE COMMISSON RECOMMENDS THAT:

1d) The Alaska Department of Environmental Conservation and Alaska Department of
Law develop a simplified permitting method to bring small, remote work camps into
compliance with all applicable State regulations, or restore the ADEC General Permit
provision for simplification of permitting small work camps.

le) MIXING ZONES

FINDING: Existing water quality regulations contain a prohibition against mixing zones in anadromous
or resident fish spawning areas. This overly broad language makes it more difficult to consider site-
specific conditions, such as the productivity of the spawning area compared to the potential benefit
of a municipal waste treatment plant or industrial project that might require a mixing zone. Without
flexibility in the regulation, many projects that could significantly improve the health and welfare of
people throughout Alaska may be precluded because of the widespread presence of spawning fish,

including resident fish.
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During 2004 and 2005, ADEC proposed revisions to the mixing zone regulations and solicited public
comment. Three critical improvements were provider u the proposed mixing zone regulations. These
included 1) allowing mixing zones in spawning areas provided an applicant can demonstrate no
adverse effect to the spawning area, 2) simplifying and reorganizing the mixing zone regulations into
one section of the water quality standards as compared to several locations, without compromising
the protection of the environment, and 3) moving the technical specifications for designing and
modeling mixing zones into guidance documents and out of regulation to allow for modifying and
improving design criteria and specifications based on current science and technology. As of the end of
2005, these proposed revisions to the mixing zone regulations have not been finalized.

THE COMMISSION RECOMMENDS THAT:

1le) The Alaska Department of Environmental Conservation finalize the promulgation of the
mixing zone regulations after considering the comments provided during the comment
period that result in enhancements to the proposed regulations and without detracting
from the original three improvements in the proposed regulations.

A2) ACCESS and INFRASTRUCTURE

The lack of infrastructure, including roads, airports, and power transmission networks, increases

the costs of mineral exploration, development, and mining, and substantially increases economic
risk incurred by potential investors. High costs and risk levels are a deterrent to investment and,
consequently, decrease the rate of mineral deposit discovery and subsequent development. Alaska
mining operations are rendered less competitive in the global marketplace because of the lack of
public infrastructure, limiting mining industry growth and slowing economic diversification, particularly

in rural areas.
2a) ROADS TO RESOURCES

FINDING: The current Administration has recognized this deterrent to resource industry investment,
and has taken positive action to develop the needed infrastructure through the Industrial Roads
Program (“Roads to Resources"). High-priority roads and facilities have been identified and
engineering studies commissioned. The program significantly bolsters perception from Outside that the
State is open to mineral development, and that logistical hurdles inherent in frontier regions can be
overcome in an active partnership with State government. The program thereby stimulates exploration
investment and allows development projects to proceed more rapidly. The Commission applauds the
government for its actions and initiatives.

THE COMMISSION RECOMMENDS THAT:

2al) The State continue with the Roads to Resources program and select projects for funding
that can directly result in resource development.

2a?) The Administration aggressively seek federal funding to complete the selected projects.
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2b) POWER SUPPLIES

FINDING: Major mines typically require substantial (20-80 megawatt) power supply, and additional or

extraordinary processing requirements can significantly increase foat demand.

The availability of electrical power is a significant challenge to mineral development in Alaska. Many
remote mines must generate their own power using costly modular diesel or other forms of power
generation, and transportation of the fuel adds lo the logistical hurdles that must be overcome by

the mine. If the existing power grid in Alaska was enhanced by additional generation facilities, future
extensions of the grid could incrementally extend power-by-wire not only to mining developments, but
also to remote communities. Coal fired generation offers the means to provide stable long term power

supply to enhance the existing power grid in Alaska.

THE COMMISSION RECOMMENDS THAT:

2b) The Governor and Legislature support development of a ong-term electrical generation
plan for the existing electrical grid in Alaska that incorporates the use of coal.

A3) STATE'S RIGHTS ISSUES

These issues have been segregated because although they are also about ownership and access,
both of which are fundamentally important in mineral investment cecisions, two of them are not
exclusively Alaska issues, and allow for cooperative efforts with ctner states at the federal level.

RS 2477 trails may offer the only access across lands in Alaska where ownership patterns have
changed and become more complex since statehood. Similarly, navigable waterways can provide
the cheapest form of transportation for some mineralized areas, and some are inherently important

sources of placer gold.

Western States have as much a vested interest in RS 2477 access as does Alaska, and all states
have an interest in ownership of the riverbeds and water columns of navigable rivers and lakes

3a) RS 2477 TRAILS

FINDING: In 1993, the Legislature appropriated funds for a task ‘orce to create an RS2477 right-of-
way inventory. The Division of Mining Land and Water has recency formed a Public Access Assertion
and Defense Unit to focus exclusively on asserting access to put c lands and waters. The unit, under
former State Senator Scott Ogan’s direction, is managing the Quiet Title Action on a RS 2477 (RST)
in the Coldfoot-Chandalar Lake area of the Brooks Range. This trail was chosen because of it's long
history as a critical access to a mining region. There are many active mining claims that are directly
and indirectly affected by this trail. The defendants in the case are primarily the Federal Government,
a Native Corporation and a private property owner near Chandala* Lake. The objective of the litigation
is to set a precedence to make it easier for miners and others to get access across RSTs. There has
been a recent 10th Circuit case ruling that is favorable to acknowledging the existence of RSTs.
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The Alaska Divisi n of Mrnrn Land, and Water has researched 1,950 routes ro osed as RS2477
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THE COMMISSION RECOMMENDS THAT:
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3b) NAVIGABILITY
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sovereignty protected by the United States Constitution.
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i o Dodl gswehv (J“hd

I? qual Footrn% Doctrine, the ﬁmere Lan sActo the Alaska

eAas a State onstrtut Sta utes est |s te ow ers d) ﬁﬂ lic water

tua watert at}rs |na eor nver tesu merge an e beds o avrg ewaterways
owt e mean ni ourts ave ene navr ewater

water mark
susceptible to use for travel, tr de an commerce at the trme statehood" {em? as|s ad ed In
Bhe Gulkana decrston the court_determined that for thrs purpose, any stream capable of floating a
oat, canoe o raft carrying 1,000 pounds is navigable

This ipter retatron wouId melude not only the obvigusly navigable waterways, such as the Yukon,
Kusko r% anana d) %k nvers% ) % ﬁer nversyand lakes used for tra

ut_man

éomeo errvers thwﬁ1 eay uai under the Gulakayna ecision contain important acerr[]Yg
osits, Regrettabl ureauo anagement alicitors refufse 0 recofﬂ ize this importa

XTE S%(rgcurt Case Law'in their adrudrcatron of Rec

Wnrle trtle to the heds of navr able waters was vested in the stafe at ?tatehood the federal ?ourts
ave on?éru led on the navig a |I| of13waterwa In Alaska. Alaska faces twot )6s of Iea hurdles

gslt hing Its owQers fa dsu er naviga Ie waters The frr?< IS t0 Oeterming wha nvers
es ar Y}ga der eera(] aw as determine lkana ecrsron ?%esecon S
oesa |sh t att Unit ed States di

N
rdable Disclaimers of interest flled by the State o#

not defeat the State' sy title_to navr ab Waters

rou
state% ederal Jefservatr ns. The S}ate as U ed the ourt actron ttrt to d gDOtP]
tese urd es e nvers an that are navrqh un er eera a,w and to

Inin es 0
determine whether or noq ferad) Bpre ~statehoodl fe era reservatrons ated the tate’s title. The
gdr%st recent case |ste acler a%/case wh]rch kie ci)urts ruled was éate 00d wrthdrawaLthat

eate ta] he However, in that case, the Federa Governmenta wIe ged state title to't
tidelands within the Tongass National Forest.
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In ]%80 the State establrshe? mg hensrve navi abrlréy g gram within the DNR. This gro ram
s sr 0,re odto ederal lan nve anc lan em nt actrvrtres ndrt
as a ate ood a Native Sett ement Act, an ska tiona nterest

sCon Tvatron Ac fe asc psutrﬂoseo the [r%rogsr m was dt gnrgtectt Ic rrghts assocra(sd

Wlt navra}a e waters II%Y mer € ?Eq?fqlgﬁgls[lﬁ%?é]se

fitle to
monitoring of federal land con e ance nif managemen P rams 1o raentrzy
see erattve r 50 tron of nayi ronlems through negoti trﬂ
rravr abrt [T%]aﬂon The program was mostly Eliminate r}ouh etcts u”}e |ate
as heen restored In recent years, and further strengt ene with t
rshment of the Pu |c Access Assertion and Defense”Unit.

In Januar e Department of Int rior act Pted ne grulatrr%ns that allrfw Bureau of Land
Managentent to ISSUe Recordabe Disclaimers 0 Int est” for navigable waters. The
Recor abIe Disc ar roces rovides th state and eer% %r]Jé/eCr(r)rS gwrtha Eprocess to_aqree

on State owners Ip 0 é%) Waters Wit 0Ut orngnt rou rP}[‘OCESS T

state must S (ubmrt]aapéghcatr ns to he BLM. red fgr ﬁ ({ IE Inations._on

Ztrrvers an t? asrsu J drscarmers gr sr ver(s an tvvo akes. In FYO3 and
fure provige pecra n In a Department of Frsh an Game

04, the Le
ADnge? t]ath] een use to gre arg the sate’s rnltra wor[< on t%rt Pr?t ct. l_
oVl %tatevvr undmg cting research to support additional appli catrons teState
or Recordabe Disclaimers of Interest for navigable waters.

THE COMMISSION RECOMMENDS THAT:

) The Le lgrslature continue to ade uatehbfund the Degartment of Natural Resource}s
uIrc ccess Assertion and D ense nit and pers nnel within the Department 0

r ame 1o co trnewor on the Recordable Disclaimers a rcgtrons rogram
Adsdrtronall %nrs $ uld continue to be mage avalla Ie tothe 5)8 rtmentIO agns

tOS ortany Quiet Title actions necessary to assert ownership g SU mer
Furt e FGJ%I&?GUVGFHITIEHIS OU d contu¥ue tO esta ?ISh mor € ICI?ﬂt mg%?ro S for

determining what water bodies are nayigable and recognize the established Gulkana
Case Law?n regar\g 0 susceptrbrf Yte% ISsuIng Rec relable Drscﬁarmers of Interest

A4) DATA ACQUISITION

4a) GEOPHYSICAL AND GEOLOGICAL MAPPING

FINDING: Alaska IS gne of the most oorIy mag{)ed regions of the world and ranks far behind many

third uiord countries (I” sgendrng[) ﬁgeo O%Lrt %%térsrtron ”otentra Investors In Alaska’

T D LB e b
identifie gta deveo hat they are ex t'é’% 0 fun op ?rne

ersevered a [QSpects ort

Rte baseline rr]ata of th umeparea surro ndrng theup drscovery hecaus no suc atabase exIsts.
S 0 0 Sl e e e L MO L L
lh eorgh sica or t02 ascverer?pf oximatel square miles, less th 00 W
Btate entrt ment ecu re t rate o ap rg\% t wil tak elrr]raore than' 1 W%?years to have

GSIC COVerage 0 State ke, A ea ng mining Ustry, as competent
State manag dnent of Mineral 2nd other natura resources requires a much more su betantial and
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?on istent annual investment |nb ical data ac%etrorh The Governor has progosed dfundrng

or his ge sra ma n ata eve overnar asaso [0pose
00%%) gglogq of the pro osed |pehne corridor etwee eta Jun tron
the Canadran 8 era to airborne geo ys s. 10 ec?nsrst nt t the oth 3
qgg n]aP ro uc ro uce eState and to ee |cr nt in fredwor an ma uctr
|t|on houI Provrde to_Insure that bedr eo O%X 8 compee %f
esr itican p ss In m_P eoIo ical morm on ore A le to"the Pu IC,
tru ca Weo- rnter ace wa a ma{or un ertakrn mrtrate some yeais agQ.

t] nforn%]a lon easier o o tam ang i}/nthesrze explord IOW companiés are better able to, [eath of
Ften jal areas, and are more inclined to make financial investments in exo oration. This IS an

e ample of ho reIatrvey small Investments In Alaska's geological survey translate to major economic
Investment in the state.

THE COMMISSION RECOMMENDS THAT:

4a) The Governor and the Le |sIatrée increase the annual rate of investment in geophysical
surveys to a level greater han 000 per year.

482) The Governor a dthe Legislature shoul rovide $500 complete hoth, surficial
) (?bedrock geology mapping of the De?ta) Junctron Canaoh)an borr)der ptfpelrne corﬁdor

A5) EDUCATION AND RESEARCH

5a) AMEREF

FINDING: The “Alaska Resource Kit', which is being used n the statewide public school fsystem

IS an exceIIentV\oro ram for educatrn Alas assud nts In the issues and fundamentals o resource
development t] he current exgansrono (Jnrm activi m the State there Is a Joarajlel n%e (5
educate our youtn in all aspec*s or minera ment. f tErogrgm provides a o
based resource. education tor Alaska's students th 1{ IS critical to herr fu a to ma e vve
reasoned decisions about the use and P]rotectron of Alaska's wealth of natural resources.

Incorporate technrgal economic, and environmental aspects into a balanced program that addresses

minera Ptrm er, and energy development.

AMEREF is su ort (Py the resource industries i A” partnershrro with the Shate of Alaska. Th
[esource mtius es un (A EREF, roductron an reR dacs%hlr]ees t of all teac a@s anriensure

Ing materl
the technical accurac e atena The respurce | IS0 or an (a’rT ?ﬂ stripute t
edycation kits. AME Frs Iooqgrng 0 expancte he program by o%tarnrng Itiona undrng through
various grant programs.

The Governor and Le%rslature rernstated basrc AMEREF funding with a De art h t of Education
osrtron in the FY F program’s su 1gfessftg mte ratro ? laska

?moﬁ
choo systems as been the resuto ast co geratrve i orts etwe nd t
uld

Alaska
t[ﬁe artment of Education. This position ass

E a
Ical V\y esigned to work vvrt AM EE{EF to_ensure
ecurncu um was develoged in a mann rt at wo eet State standards. This position
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aIso rqvides eact]er trarnrng 0 famrlrartze Alaska teachers with the rttro ram ar}dt facglrtae its
assroom. mission apprecjates the reinstatemient of funding for tnis

B?.t.oaﬁ' r;rltrhet X\dmrnrstratron and see s 10 urfldpon thrs Success rtor the ?uture

THE COMMISSION RECOMMENDS THAT:

53) The Governor and the Le&nslature should a ro rate %100000to the Drvr jon of .

eachrngnand ITearnrn It Mrn?{asa ner duc lon Program for thrn ulu
evelopment of AME FI ustr ntAnue 0 Stipport AMERI%Fmtenfa ut the
Statessu%pﬁ]rt In fu ngD epart ento Education aBBrove curricufum development Is

essentlal to the program’s int gnty

5b) COLLEGE OF ENGINEERING AND MINES

FIND he University of Alaska was fo&nded as amrn and agnculture colle &e to train Alask ns
for Y§ R(qtent of ou re?ources Alaska has some o emost rg 3/pros Smrnea anas
mtewo mineral deve Bment remaing an Important component for a st on versified state
econom aska also resents tJ e educational requirements. ‘Mineral reo eratr ns are

ﬁ Iysevere , permatr gon |t|rins an remotenes These cha are est Inet
with, horne-grown, In-state expertise and know maint |n a trong minera

Stae ol
engineering”degree pro Wn so that there IS a bgse ofinowed ea%le capanle people prepared to
ne tA{asgas Hn?qug Ha enges. J padle peopie prep

UAF recently intearated the School of Mineral Engineering into the College of En |neer|n and Mines
Z hg“ h]adte?e utatron o? be?n oneg he bgetschool of

mrnes n the Unrte% St “e”s'”ert%'gErQQL”a‘t%rs'W?ota resgons Ible mrng] Jjosrtroits aroun he Wor?d Ehere
focus on minin etro

15 stron concern that the schodl eolo eum enginegring Wil
signi |cat diminished within this roade{ confext otgg 9af ana cwvil neenng Man gother mining
sc 00[S ?o rss the contrnent have een, forced to roll't err mrnrn? [0 ra s Into their ¢ grneenng

? 803 [ financial s%rvrva owevr |n many mstances the min nq )10 rams have beén unde
oor me Ineffectjve

statfed. As a resut these. formerly venerable Institution \{<e beri]
ucr ty minin rgraduates srmrlar ate [nust be prevented in Alaska, where mining Is
to me a prem employer of protessional mining Bersonne

The resrdent ?f UAF. Mark Hamilfon, has committed to fundrn? a Presrdents Pr (?fessor of Mrnrng and
ﬁ 5 class research

|l e & e e e T,

college In the rignt dire tron He gso stated that ewould hope, dunn t Syears that we
g/gn gen {ti Hate enougn progress and growtn to justify endowing the position, That position has not

THE COMMISSION RECOMMENDS THAT:

501) Jhe Le%rslature encourage the University to maintain a world-class Mine Engineering
egree program.

502) The Legislature ensure that the AFAdmrnrstrat]on and Board of Regents has the
resourc% ecessarg to support the position of the Presidents Professor of Mining and

Energy Technologie
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A6) IMPROVING THE INVESTMENT CLIMATE IN ALASKA

6a) TAX CONSIDERATIONS

FlND"\G Diversification of the Alaska economy is a cornerstone of all credible discussions regarding long-term
fiscal planning for Alaska. With the development of the Greens Creek, Red Dog, Fort Knox, True North, and
Pogo mines over the last decade and a half, it is a proven fact that mineral development can bring substantia!
private sector investment and employment to diverse geographic regions of Alaska, from southeast Alaska to
the Interior and on to the northwest Arctic. Other projects such as Kensington, Chuitna Coal. Rock Creek, Nixon
Fork, Donlin Creek, and Pebble offer potential economic development to still other parts of Alaska, including

eastern, western, and southwestern Alaska.

Mining is an industry that can bring economic development to areas both inside and outside the rail belt. Yet
with much of Alaska's mineral potential located in portions of the State that remain within the unorganized
borough, there are major fiscal uncertainties with respect to the private sector investment needed to explore and
develop these projects The legislature has considered the possibility of mandatory borough formation in these
areas, bringing with those proposals the uncertainty of taxation formulas, tax rates, and the overall equity of the

potential tax structures thut might be instituted.

The mining industry expects to contribute to state and local government. In addition to state income tax paid by
corporations In all industries, mining operations pay an additional 7% Net Profits Interest (NPI) Mining License
Tax to the state, regardless of where they are located In Alaska. Operations on State land pay an additional 3%
NPI royalty. Mining is one of the few industries to pay this additional percentage of profits to the State over and
above the corporate income taxes. In addition, all of the major mining operations make large payments to local
municipal governments via property taxes or payments in lieu of property taxes.

During discussions regarding borough formation in rural areas, it has become clear that the residents In these
areas do not generally endorse payment of taxes themselves to support new local government. If borough
formation was effected in these areas, it is possible that the potential tax burden would be placed primarily on
the major industry in the region. While the mining industry does expect to pay its fair share of future municipal
government costs, if and when it is appropriate to form these local governments, it should do so by an
equitable, broad-based tax such a property tax, not an industry-specific tax such as a severance tax. Without
the mitigating effects of a broad-based tax, the mining industry could then end up facing a very onerous tax
structure. Such uncertainty serves as a strong disincentive to the very investment and economic diversification

that is so vital to rural development.

From the perspective of making the initial decision about whether to invest in Alaska, the unpredictability of
future tax liability makes planning difficult. This unpredictability contributes to the disincentive against investment
in mining in Alaska, for the mining industry in particular, because unpredictable operating costs, such as tax
liability, combine with fluctuations in metals prices to make projection of economic risks more difficult at the
development decision stage. Placing limits on the extent of new taxes for mining operations would make
economic planning more predictable and thereby reduce the disincentive against investment in Alaska.

THE COMMISSION RECOMMENDS THAT:

6a) The Governor and the Legislature take steps to |mErove the Inves*, ment chmate for

g %@r‘mﬂ%vﬂnlﬁs% e n|enncsorﬁgga%ggtrfelgluorﬁsr%%mfg I t%axr%Sbregﬁ Cf)asgdmetqt?lstgb%e%%d
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6b) MINERALS MARKETING AND FOREIGN TRADE OFFICES

In the past three years, the State of Alaska has made dramatic improvements to the busi-
ness environment for the mining industry. This improvement, coupled with the long-recog-
nized geological potential for strong mineral endowment, makes Alaska one of the premier
locations in the world for mineral exploration and development investment. With a resur-
ence in metal Pnce_s, the State is experiencing growth in exploration. However, most of
the exploration funding comes from Canadian-based sources. Alesser amount comes from
American companies. Very little Alaska exploration funding originates outside North Ameri-

Ca.

FINDING: Much greater investment in Alaska mineral exploration and development could be
achieved through more aggressive marketing of Alaska’s potential, both in North America,
and abroad, particularly Asian countries. Foreign trade representatives maintained on con-
tract by the State in Korea, Japan, China and Taiwan respond to industry requests for assis-
tance Inthose marketplaces. They can provide assistance by initiating contacts, making in-
troductions to potential investors, and reP.r.esentmg the state's improvements to the markets.
Increased cooperation among mining entities and state agencies could better market Alaska
as a place for Asian companies to invest in mineral projects. Expanded, better-financed,
minerals marketing efforts could elevate North American investment in Alaska. Despite the
very positive changes that have been made, it is necessary to follow through and convince
mineral exploration and development managers and financiers around the world that Alaska
truly is, in a global context, one of the best places in the world to explore and develop min-

eral deposits.
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THE COMMISSION RECOMMENDS THAT:

6bl) The De?artmen t of Community and Economic Development work with the %ﬁska
Minerals Commission, theAaska Miner's Associatjon, and the G mﬁernor Ice of
Iternatronal |adg t0 provide Information, marketing materrals and instruction to the
Alaska foreign trade representatives in Asta, an

602) Thy Department of Community and Economic Devel Ipment and the state’ foreign

trade regresentatrves be pr ov (ded with adeduate fun %to expand t hegresence at
and foreign frade shows at which Investment d Alaskan mineral exploration,

gomestr V\B
evelopment and mining projects can be promoted, an

6b3) The State continue wt(h high-level Trade Mission efforts that promote development of
coal resources in Alas

PART B. FEDERAL ISSUES OF STATE CONCERN

81) TAILINGS IMPOUNDMENT CLASSIFICATION

FINDING: The Clean Water Act A gen rally rohrbrts the discharge. of oIIuta |to ‘vaters of
the Ugrte States” xcetrn co ewrt ape mrt Issued under secfron 402 (N E rogramy or
4045 g dand t'rI %ro %ron 101 re?ﬁonsrb for issuing NPDES permits

in Alaska and the U. Corps 0 ngrneers ISSues 404 per

In 2002, the Cor and EPA adopted uIatrons efrnrn? fill materjal” for Rur 0ses of the 404

ermrttr pro ra %a materia as the effect of either re Iacrn a ortjon of a water of
nrt States t dorc the bO%I(t)ﬂ] eevatr t] ta water, The new

re?u ations also I ude nrtron o materra now defined to Include

‘hlacement of over urden surry or tarlrngs or mrIar mining- reIated materras

On May. 17, 2004, EPA headquarters issued a memorandum entrtIed CI an Water Act Re uIatron f

Y.
Mine Tailings” (also known as the "Regas memo") to EPA R srn erm ltting of the
dis osail ofgmrn jlings under 5he4049 ermrttrng rogrﬁm A ong othert m sg the egas mgem?
Hro d es that the élrsca eofﬁlmaterr to construct the dam fo atarIrn mpoundment as Well as
| e Mming tal msrntot]erm oungdment 1s su(hect 0 permttrn under. CWA section

scharge
été)cétloanny d%charge of pollutants from the impoundment to wnstream wate IS subject to CWA

The Iocatron of the tarIrng impaundment s t
developed by EPA pursuant to Se tron404$
nts a rovrsron hat no scharPe 0

fé oe%rfred throy T%h the awolrcatron of gurdelmes
Feggtllrga Fe alternative to the proposed. d fharPed

uidetines Include amonq other
dﬂ]ed or aterra?shall be ermrttedl It thgere IS a
at wou aye hle 0erse |mpact on the aﬂuatrc

mpact system. An_altern trve 1S practrfabe Mt |s val abIe and ca being one takin
accou icost XISt] ng Jec?]no g aﬂ ?rstro H T]to overall rofct gu oses |de| es also
nera proh |tt ISC arg of Ima rial if it will cause orc nt e 10 "sig nrfrcant radatjon”

e power 0 Veto or place restrictions i any frmrt
n Municipa

J i te nlte Wwater

e ﬁr%s Asthe disc fsshar ewou Wﬂa“e an unacceptable aaverse effect o

|ssu
ﬁ and fishing’ areas, e, Or recreational areas.

supplies,” shellfis

gRega memo not f that in 1992, prior éo the adoption of the current definitions ot ﬁII material”
th harrI;e of fill mat grraj EPA ha |ssued a memorangum (the so- called Wi g fer memo’
statrn? [rferent. requlatory basis for permitting fai mgs Impoundments. The re uato efjnition 0
tvaters of the Unite StateS," contains ap exclisjon for "waste treatment systems,” Therefore, neither

a 402 nor 404 permit is required to put fill material or other pollutants into"a waste treafment system.
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404 permit 1St needeq. to put taijings into it. E Astae m Regas memoi (?l%ﬂ]
coosef o rely on sec ? aw %s In th atlons |t|onso ﬁII
material” 1 cPermﬂtmgt IS

ateria e ‘the (flsch rge of 0sa me tailings Into wate.
E)q the Unlteg States, this re? %ce does not preclude the use ote the F\)/vaste treatment ex?

usion.
The ermlttm of the dIS'EJé)SM of mme ta|Im s into waters of the United States | cludm wetlands
ori e mining Ingust laska. reanyesrglnr{e? erations can only ebu tn v |eX areas

Erou wﬁac st eam run an Epds Instances “qIs 03|gof talings. In a
rly ack" on ué) gnds |!13 not ractlca e T eeflts ofte 002 rulemakm te perm tm%1
g dance provided In the eas rpemovv] not eraI |on es notaHroP tely
xermset |r over3| ht responsib f the orps pro art|c m regar

ra tical ||tY nay3|s nre arg toa404;iJerm|t ree ssue fi\tal smg undmeni1
re as a anagement Is

Since a tallln%s |m88 Hdment |5j ré e. of waste treatment s%setem EPA concluﬁgtda at a 402 or
i

eas EPA R ggl n. 10 categorically state tha }{stack tailings lg
erre etho asKa. hfestate ent n |cate a possitle bias agaimst wet tailings faci |t|es

which are often t e 0 y practlcab alternative In Alaska.

The_MmeraIs ommission ag reciates the Murkovvsl? Administration’ anfl EPA Head%uart?rs and
Region 10% ?rts toceve20§4an Implement the Clean Water Act Re9 ation of Tal mg
memoran um 0 The A mm|s%rat|on and ADEC hﬂve st onPy sugported the resolution

ay 17
{0 provide clear dlregtmn on.the permﬂtmg mine tailings as “fill material® the Army Corps of
Eaneers ection 404 permitting’ progra

und

THE COMMISSION RECOMMENDS THAT:

B1-1) The Administration work with EPAto a ropria Plement the Regas Memorandum
maconmtent and obectlve manney co’é;mzm that it 1s.the A rrm orps of n(I;meers

responsibi duct t e404€b (Cikana ith over ht f" EPA and that nall
£ases sﬂea ? cenm onmenta or% he gractaca ﬁ‘%f HSI erations of cost,
Sﬁlr%ensge technology, and logistics are to efalryc s g | project

ere t of the overa

B2) TOXIC RELEASE INVENTORY

F|ND|NG The Toxic Release Inventory (TRI) program details toxic chemical releases and waste management
activities reported annually by certain covered industry groups as well as federal facilities. This inventory was
established under the Emergency Planning and Community Right-to-Know Act of 1986 (EPCRA) and expanded
by the Pollution Prevention Act of 1990. In 1997, EPA added seven new industries to the TRI reporting program,
which included coal and metal mining. The original intent of the program was to identify possible releases that
could occur from a regulated facility - and how they might affect the health and well being of a community. The
disagreement over what should be reported centers around the fact that the term “release" is not defmeu under
the TRI program as the term is commonly used in the English language Myriad environmental programs, for
mining already regulate and have reporting requirements for “true releases" to the environment.
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THE COMMISSION RECOMMENDS THAT:

=) [ S Do g

EPCRA. R rtrn [0sS riua threso natur curﬂn\g goun s that never eérvea
mrtted EHX &crea es rstorte%num es ab e no Dasls |nrealnt¥ In pre rctrng
ener uolic. tcosts mining contpan es time

NS nq se olperatron 01
arr Oney, whetherr ting fo the TR ata ase rnot because ofhaving to do all of
t gurs te paper or oesfablrsh whetherthreshodamounts of any one compound

would necessltate the filing of a report.

B3) GEOLOGICAL MAPPING

The State of Alaska lacks a comprehensive geological base of information. As_a minimum,
the state. shouldS trave reacérr 1250000 ceﬁ rfra?r? g§ s?c gge&ogma map, %span

airborne magnetic survey at surtabe nge spacrng a3recgnnar sance stréam sediment sa
surveys, an baselr water quality data. Infor don at this level of etall Is necessary fo attract

|nv?s ment |n ineral resources otestate r? eqeral government Is ?ar ing out very little
geoo Ical ma P r?abl]e fg%p ysical surveying, and IS not"meeting Its obligations under ANILCA in a

ystematic, Sus shion.

ection 1010 of ANILCA requires that “The Secretary shall,. to the full extent of his authority, asses
T} (i s, and ﬂther mineral otentral rff aﬁ Fcﬁanr?shm the State oflAIaska n order%expancf

8ata ase Wit respect to the minera poteﬂtra of such lands..."

Thrs ANILCA requrremfunrtd\év(as former% met bg/ the Alaska Mineral Resourc%s Assessmen Program

carrred r?ut %Ivcthewlaanrted Satf?Or Seeoﬁogr ??urlvnam nfl%t(% afct)evreP %sns]ggg : aﬁnN Iunt ofaPunrtN %for
0 ot

0 ram as cut and frna %get ine 1tem was eliminated an olde rt
Hrog: 98rogra Was su equently cut to the point where It has e ctrveybeen
ormant srnce aboutl

THE COMMISSION RECOMMENDS THAT:

B3-1) The Ie%rslature Vrsue reinstatement of the AMRAP program by lobbying the
congressional delegation.

B4) RESOLUTION OF OUTDATED SEGREGATIONS

FinDING: Large tracts of land in Alaska that ere temporarrI}/e withdrawn from public em%era?

than 30 years ago remain unne essarily closed. These Qutdated Se e atr ns rgrecu em
aevelopment, kyaccess to other lands and resources, an roh rr tr nster of land selections to
a

the State of Alaska and Alaska Native Claims Settlement Act (ANCSA) corporations.

The land segregations were originally set aside for three primary purposes:

L Selection and conveyance to ANCSA corporations,
2. Possible inclusion within federal conservation units, and
3 Industrial developments such as alternate candidates for a Trans-Alaska Pipeline corridor.

4 Report of the Alaska Minerals Commission 2006



he BLM has initigted a large number of land management Iann dies that ar ired before
t% tn.a'“ be"Feroyed b 0 'jtt“' ired By G

ela drayva eremove Aztconeqressm al actto Irst tas r(e%une
as a Lang Tranter Acceleration ?ency has r%reé)are a reporct 0 resstathcearIR/
|dent|f|esa Jands forming the outdated segregations, and made recommendations for those that ca

be Immediately rescinded:

THE COMMISSION RECOMMENDS THAT:

B4-1) The Department of Natyral Resources continue to work cooperatively with the BLM to
)alpowc pletion of’Yt and conveyance process on sche dLﬁ % 0%9

B4-2 Th Department of Nafura] Resources m nltorthe nd planning process to ensure that
) po entm] mtner’at [antjs are reopene 10 mlneraFenth wherg t‘ne wﬂhdrawafs are

re Clﬂ ed.

B4-3) TheAIaska Legislature pr R]owde ade uatet nding for the Department of NatHraI
esources toc rg out the actions that will be required to permit it to meet the deadline

imposed by S1

BS) ESSENTIAL FISH HABITAT

Protection of ‘Essential Fish Habitat" (EFH) is a ke com nent of the 199 Sustainable
IE:sNh[eIrlt\le(s3 Act XSF%SVI\%% gmended the 1976 I\Xagnt}son Ste\)//ens Fisheries Consen?ast?on and

Management Act
EFH is an evolving program administered by the National Marine Fisheries Service (NMFS
Jan uarg Brgtt %n\r/?ronmenta Imb)ac¥ gtatement DEIS t?or Essent]al Ftsh Hfa(tla\tltat I)denttftcatton
and C nservtatton In Alaska was rrude public for review omment ae o Alask a In
arded their comments ?NMS The State % AIa?]ka Was, enera r?/suppR ¥
te Hprogresss own In the DEIS, hut held a deep cancern ano ossible miand reac the
ram. The State claimed tPat EFH consultation for act|V|t|es n rogects 0cC urﬂn within

State wa(tlers aN uﬁangs IS a up cation 0 %XIStIfH_lprOteCtIOHS and Processes |n W Icn the tate IS

currently enga ate alsa contends that EFH consultation does not provide for any enhanced
gn fogr gnose |dent|%|ed hanitats. In fact the additional consultation (?oe% nothtn mo?/etan

rotectl

reate additional work Oﬁl |, State and Fex eralla encies, ai well as the ap Btcant éarogosmg
rogect within the State. E FEI su taaon ma\ ttmateXres% f resource
rtunities and economic hene N itional habitat protection

the CtIVI or
eveétopm nt %BP ttot e a\ without
or gain beyond those required under local, State or Federal requlatory programs.

Ténder the SFA elght Reglonal Fisheries Man ?ement Councils deveIo Flsh ries Man ement Plans

r impartant fish %peus an rovige this, information to NM ﬁ t\(/j i as deftn es ential
|tats very 0road roughout the wes(sern states nhas |nc ? | waters curren
accessiple to salmon. eera a enc es Involve

In-any kind of development are required ¥o consult
NMFS 1f their actions “may adversely a feet EFHs."

This broafl mandate wil, aﬁ best, slow permttttn fr[h a complex consultative process, or in tit]tew rst
case result in project denial or modifications tha effectively prohibit resource development. Thus, this
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poorl;wiepne EFH pro r?ram has the potential to be at least as onerous as the Corps of Engineers
etlanas" permitt

THE COMMISSION RECOMMENDS THAT:

B5-1) Thg ove[]nor and Legjslat re Work tnthe Congressional D%egatl I oreg%re NMES
ne the scope ang{a plication of the EFH pr ram, |Imli1 e authority ofthe NMFS
,tAOD rE%Lr(l;ne waters, and lea emanagement ofanadr moUs fish within State waters o

B6) MSHA

FINDING: M HAre%uIates the safety of mining operatlons This a% |)4]has recentl;madded the
requirement that gravel operations thiat ‘Screen; crush, or size" gravel must provide MSHA training for
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[0 .:ts'n Al orncre dte en orvroatrons MS
rncarS A ae;els.lnrversr ofaAaska H-l nds or this trarnrng, Be required In potentra“]|
vill

FINDING: Comparing MSHA with the O crhu atjonal Safety&HeaIth Administration @SHA Benefits
[)or small Business one. ﬁee that OSHA has fewer reco keep# re urrements for Q’

usiness. Employers with 10 or fewer employees are exempt fro OSHA re?ord eepl P The
violations are also reduced for smaller busrn ss with a 60% reductron vvrth 25 or ployees.

em I?ees This requrrement affects all road, ar ommunrRr and oth rrnfrastructure constructron
e

ewer e

THE COMMISSION RECOMMENDS THAT:

B6-1) The Governor communicate with the U.S. Department of Labor to ensure that appropriate funds
are available for the required annual MSHA training held throughout the State of Alaska.

B6-2) The Governor commupicate with the U.S. Department of Labor to ensure that small
) m?nes ?nAfasLa who afunder MSHA, can hgversnrmlr ar reguPatory rewefe as promaed 0

small operators under OSHA.

APPENDIX A
ENABLING LEGISLATION

Chapter 98
Sessron Ia%/s of aoxa rvr86
N

Ame g
Sessron Laws of Al a 1998

AN ACT

Relating 19 the Alftska Minerals Co}r]nmrisron and §prm(rjr rnr? for, ar]e ectrveq
Section 1§3 2) The legislature finds that the minerals industries, including metallic mine fals rndustr(al
minerals, thd N télrocarbons have traditionally and continue to be the ajor source of wealth an
Income In the sate

The Ie?nslature farther frnd% that there Frgl ma{or constraints on the continued develog ent of

rverse Ineral inclust rntestate Inclu he nvrronmental Protection Agency's &ff|uent
urdelrnes state water an dards and r erI%/cassr led stream and Vers, restriction
nsur ace. acc ex an umerousH ttr eurreme fs, rmrte % gss 0 mdneras
through mrnera osrng orders and restrictions on m Itrp use t roug state and federal land use

plans.

Section 2. ALASKA MINERALS COMMISSION ESTABLISHED, %r) The Alaska Minerals Commission
s established In the Department of Commerce and Economic 'Development,

&t/)% The Commrssron is composed of 11 members. The Commrssrﬁgn shall, be Lomposed of ingividuals

0 ha%e at least fiv ehgears ex errence In the va{ us aspects of the mrneras Industries in the
stat overnors I Ive members of the Commission, one of whom must resjde In a

rura com nr TePr sroPép t of the Senahe te shall g RP hnt three embe{s of the Commission. The
Speak ero he House o Representatives snall apgor three members of the Commission. Each

member serves at the pleasur of the appointing authority.

%: ) The Commission shall mali drecommendatroni to the Governor and to the Letgrslaturel on way
f mrtrgate the constraints, Including governmental constraints, on development of minerals, Including

coal, In the State.
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SR,The Commission shall_report its recommend tiﬂns eachI ear to the Governor and the Legislature
ing the Tirst 10 days of the regular session of the Legislature.

Sec. 3 This Act is repealed February 1, 1994.*

Sec. 4. I'nis Act takes effect immediately in accordance with AS 01.10.070(c)

"Note: The Act was amended to extend the life of the Commission to February 1 2014,

APPENDIX B
ALASKA MINERALS COMMISSION
STATEMENT OF PURPOSE

The Al?ska Minerals Commjssion was created ba/ the 14th Legislahure in Chapter 38 of the Se.siion
Laws of 1986 and was estaplishe ;]o ake recommendations to. the Governor and to the Legislature

on ways to mitigate constraints on the development of minerals in the State.

he minerals industry offers the greatest patential of any Alaska industry for expanding and .
|vemf¥|n% tshe Stat@,{s economl(fgbase_, %OP mcreasn}g Slatewide emé)tioy?{]ent, a#g or aeneratlng new
Wwealth 10 Create businesses and provide revenues for State and local governments.

However, Alaska lias a complex pattern of land ownership and management; has overlapping and
uncertain re urato re mre_rﬁents%as unigue geograph|c|,D geglogm agd cﬁlmatlc condmoR ; egnmwas

an undeveloped transportation system.

To attract the capital necessa_rg for the exploration and development of new mines, to ensure that
mi fs can be developed feasibly and in a timel fa(?mon, and to ensure that producing mines remain
viable, constraints on'the industry must be mﬂ@éte.

The Alaska Minerals Commission wil prefare reé)orts for the First and Second Sessions of the 15t
CEGS 0t s adopton of eeon e e FDlementon 3 AdTSyae palty Tt vl Bt
accomptllilsﬁ the sta[Fe)ment o# Soimy ound in Articie VIl 0? the Constitution of Alg&a:y

"t is the policy of the State to encourage the settlement of its land and development of its resources
by makméJ the¥n available ?or maxmumguse consistent with tﬁ]e public mterest."p

And the staigeme,nt of %%Izicy found ir the Presidents National Materials and Minerals Report to
Congress of Apnl 5, 1982

‘1t is th po\;\im/ of this administratiop to decreﬁs

action that will promote our national secuntx, e
American jobs, and protect America's natiohal resources and environment.

The, qoals and recommendations of the Alahska Minerals Commission are to afssure_ that the
Legistature and the State administration endorse and promote development of a viable mining industry

In the State.

America's mineral vulperability by taking positive
?p ensure a healtny and wgorc%s %/conon%/,pcreate

APPENDIX C
MINERAL POLICY ACT

Sec. 44.99.110. Declaration of state myneral policy. The Leqislature, acting under act. VI, sec. 1
ote the Constitution o% tﬁe State o%AIasl((?, In %)1% %lffort to qu?tlher éfwe econdmic (?eve?opm nt of the
state, to maintain_a sound ec?nomy %n ?tabe employment, and to encourage respans|ole economic

development within the state for the benefit of present and future generatjons throtigh the proper
conser\F/)anon and development of the abundantpmmeral resources %wthm the state, |%cludmg§] etals,
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Executive Summary

The purpose of this study was to measure the economic impact of the mining industry on Alaska. Alaska's
mining industry includes exploration activity, mine development and mineral production. The industry
produces zinc, lead, gold, silver, coal, as well as construction materials, such as sand, gravel and rock. This
study examines the direct and indirect economic impacts of the mining industry, primarily focused on 2004
Impacts.

The study highlights some prominent themes about the mining industry in Alaska, such as:

»  Mining offers some of the highest paying occupations in Alaska.

»  Mining projects provide jobs in rural areas, where there are few other private sector jobs available

» Mines make significant local government tax payments.

» Native corporations receive benefits from mining activity on their land, both in jobs for shareholders and
revenue

Alaska's mining industry is poised for additional growth. However, the Industry faces high-risk, long
development periods, and high development costs. A stable and equitable tax environment is necessary for
Alaska to realize the greatest potential economic benefit from mineral development.

Key study findings are summarized below. A map of Alaska's major mining and exploration projects is
provided at the end of this chapter.

Mining Industry Expenditures

Exploration

»  Exploration expenditures in Alaska in 2004 totaled $71 million (2005 expenditures are over $95 million).
From 1981 to 2005, mining and mineral exploration companies have spent $L billion in Alaska on
exploration programs.

» In 2004, there were 26 significant exploration projects in Alaska, including 15 with expenditures for the
year of over a million dollars. Many of these projects provide employment for residents of rural Alaska.

» The preliminary estimate for 2005 exploration expenditures is $95 million, an ircrease of 33 percent over
2004 expenditures.

Development

» In 2004, mine development investment in Alaska totaled an estimated $209 million. Since 1981, mining
companies have invested $2.5 billion on development of Alaska mining projects.

» The preliminary estimate for 2005 development spending is $294 million, up 41 percent from 2004

Operations

» Approximately 73 open-pit, underground, mechanical placer, and suction dredge mines were in
production in Alaska in 2004.

» Inaddition there are at least 37 rock quarries and 71 active sand and gravel operations within Alaska.

» Alaska's three largest metal mines, Red Dog, Fort Knox, and Greens Creek, spend approximately $170
million annually in Alaska in support of their operations, including payroll and in-state purchases of goods
and services.

Mining Industry Employment

»  Direct mining industry employment in Alaska totaled approximately 2,900 jobs in 2004, accounting for
$194 million in payroll. This employment includes workers engaged in production (metals, coal and
construction materials), exploration or mine development during 2004.

» Including direct, indirect and induced employment, Alaska's mining industry accounted for approximately
5,100 Jobs and $280 million in annual payroll in 2004.
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» Alaska's metallic mineral mines reported annual average employment of 1,130 workersin 2004. These
workers earned a total of $80 million in payroll, with an average annualwage of $70,750.

» The mining Industry's average wage is 83 percent above the statewide average annual wage of $38,616.

» Metal mining employment in Alaska is expected to increase by approximately 500 jobs over the next two
years as the Pogo and Kensington mines come on line. Direct mining industry payroll will increase by

$35 million.

» Development of the Chuitna coal project on the west side of Cook Inlet would add 300 to 350 Jobs to
Alaska's coal mining industry.

» Development of the Pebble project in Southwest Alaska would require a construction labor forceof 2,000
workers and a permanent operations labor force of 1,000.

Alaska Resident and Contractor Hire

» The mining industry has a high Alaska resident hire rate. The industry actually has a higher resident hire
rate, at 83 percent, than the statewide average of 80 percent, and significantly higher rates than other

key Alaska industries.

» Mine development projects employ Alaskans and support Alaskan businesses. Approximately 300
workers have been hi*ed for the Pogo Mine construction project, located near Delta Junction. Pogo's
construction labor force is 85 percent Alaska resident.

» Coeur Alaska's Kensington Gold Project, located near Juneau, is under construction and has so far
awarded $42 million in construction contracts, 85 percent to Alaskan companies.

» At Placer Dome's Donlin Creek project, in 2005, Calista shareholders made up 94 percent (111
shareholder employees) of the 118 Donlin Creek direct and contract employees. Of this number, 70
shareholder employees have worked at Donlin Creek for at least five years and some have worked for

nearly 10 years.

» In 2005, Northern Dynasty Minerals hired 45 consulting firms to conduct environmental baseline studies,
planning and research on its Pebble Project. These firms employed 441 Alaskans who worked on some
aspect of the project. Of the Alaska workforce, 21 percent were hired locally from the Bristol Bay region
and 26 percent were Alaska Native,

» Many of the jobs offered by the mining industry are rural-based, including those at Red Dog, Donlin
Creek, Pogo, and Pebble. These jobs are offered where few if any other employment opportunities are
available. They also offer transferable skills in a rapidly growing industry in Alaska and worldwide.

M ining Industry Payments to Local and State Government

» Mining companies represent some of the most significant taxpayers in the Northwest Arctic Borough,
Fairbanks North Star borough, City & Borough of Juneau, and the City of Nome. In 2004:

-Red Jog p.~d 50.2 million in payment in lieu of taxes (PILT) to the Northwest Arctic Borough.
-Fort Knox/True North paid $3.5 million in property taxes to the Fairbanks North Star Borough
-Greens Creek Mine paid $660,000 in property taxes to the City and Borough of Juneau
-Usibelli Coal Mine paid property taxes of $125,000 to the Fairbanks North Star Borough and
$155,000 to the Matanuska-Susitna Borough, and $75,000 in other taxes to the Denali Borough.
-Alaska Gold Company paid $53,300 in real property taxes to the City of Nome.

» The Red Dog Mine's $6.2 million PILT to the Northwest Arctic Borough is the borough's single most
important source of revenue, representing three-fourths of its General Fund receipts.

» Ina PILT agreement between the Pogo Mine and the City of Delta Junction, mine developers paid the city
$500,000 in 2005, will pay another $500,000 in 2006, and another $1,000,000 in 2007 (if a Borough has
not yet been incorporated),

» The mininy industry pays a wide variety of taxes, rent, royalties and fees to the State of Alaska. Mining
license fees are the largest source of revenue, totaling $10.3 million in FY 2005. In total, the mining
industry paid the State of Alaska $15.8 million in rents, royalties, and fees in 2004; a year when metal

prices were just beginning to improve.
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» Mining is an Important source of revenue for the Alaska Railroad (ARR). In FY 2004, the railroad earned
approximately $17 million from movement of coal and gravel destined for Alaska or export markets (15

percent of ARR's total operating revenue).

» The Alaska Mental Health Trust earned $167,000 in rents and royalty payments from the mining industry
In2004 The Trust also earned $60,000 from construction material sales.

Mininn Industry Partnerships with ANCSA Corporations

» Red Dog Mine Is operated by Teck Cominco under an agreement with NANA Regional Corporation.
NANA is the landowner and Teck Cominco is the operator. As part of a lease agreement, Teck Cominco
pays a net smelter return royalty to NANA, which in 2004 was $10.9 million. Of the 2004 royalty payment,
NANA deducted $250,000 for Its scholarship program and other administrative costs, retained $3.1
million, and redistributed $5.9 million to the other 11 ANSCA regional corporations as part of its 7(i)
payment requirement, Teck Cominco paid $90.1 million in total royalties to NANA from 1962 to 2004.

» Of the 480 employees at Red Dog, approximately 360 are employed directly by Teck Cominco, while
most of the remaining employees are employed by NANA/lynden (which provides concentration haulage
from the mine to the port site) and NANA Management (which provides the meals and lodging for all mine

employees).

» Teck Cominco has hired more than 1,000 NANA shareholders (nearly one-third of all Northwest Arctic
Borough residents age 18 to 65) at Red Dog Mine since production began in 1989. This does not include
many more who have worked as contractors at the mine. Of Teck Cominco's direct jobs, 56 percent are
held by NANA shareholders or spouses of shareholders, and a third ol the people holding Red Dog jobs
live in the villages of the Northwest Arctic Borough

» Teck Cominco has provided 52 full college scholarships for NANA shareholders since 1996. Additionally,
for the fall of 2004, $37,000 was provided to 23 students.

» Developer of the Donlin Creek project, Placer Dome, has entered Into exploration and mining lease

agreements with Calista Corporation and The Kuskokwlm Corporation for mining and surface use.
Further, Placer Dome is talking with Calista and Kuskokwim about opportunities for services contracts

Local Level Economic Impacts

In Juneau...

» Greens Creek is Juneau's largest private sector employer in terms of annual payroll

» Greens Creek Mine's 260 employees as a group are among the highest-paid workers in the community.
Employees have average annual wages of nearly $79,000, almost triple the average $29,000 wage for
Juneau private sector workers, and double the average state worker annual average wage of $40,000.

» Greens Creek Mine spent $20 million for goods and services purchased in Alaska, $17 million of which
was spent in Juneau, in 2003.

» Greens Creek Mine households contributed $307,000 in residential real estate property tax in 2003 for
the $26.4 million in assessed value of their homes.

» Greens Creek Mine contributes $50,000 annually to charitable organizations and pays employees for
several hundred hours of community service work. Employees contributed in excess of $100,000 to local
charitable organizations, and donated another $15,000 in goods and more than 4,000 hours of volunteer
time to more than 50 charitable organizations, schools, and community organizations.

In Fairbanks...

» In 2004, Fort Knox was the second-largest private sector employer in the Fairbanks North Star Borough,
with annual average employment of 411. It is the eighth largest among all 2,000 public and private sector

employers In the borough.

» Fort Knox Mine employees' average salary was 70 percent higher than the borough average.

» The Fort Knox Mine spent $70 million on goods and services in the Fairbanks North Star Borough in 2004
with over 500 different local businesses.
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Because the Fort Knox Mine is a large purchaser of Golden Valley Electric Association power, other
GVEA customers enjoy lower electric power rates - 7 percent lower for residential customers and 10
percent lower for large commercial customers, according to the most recent available data.

In the Northwest Arctic Borough,..

)

4

)

Including contract employment, the Red Dog Mine (with 480 workers) is the second largest employer
(after Maniilaq Association) in the Northwest Arctic Borough. In terms of payroll, the mine is the largest
employer in the borough. The mine generated $46 million in total wages in 2004.

Red Dog accounted for 17 percent of all wage and salary employment in the Northwest Arctic Borough,
and 30 percent of all private sector employment.

Prior to Red Dog Mine's opening, average income in the Borough was well below the statewide average.
However, the median hou.anold income in the Northwest Arctic Borough grew by about 87 percent from

1979 to 1989 ($17,756 to $33,313) and by 38 percent from 1989 to 1999 ($33,313 to $45,976), largely as
a resu.t of new jobs associated wi'h the mine. Annual wages at the mine are typically from $45,000 to

$85,PJO per year, plus benefits.
According to a 2002 study, Red Dog accounted for one-third of the private sector jobs held by the

residents of Buckland (33 percent), Kiana (36 percent), Kivalina (38 percent), Noorvik (33 percent),
Selawik (34 percent), and Shungnak (32 percent). It accounted for 63 percent of the private sector jobs

held by the residents of Noatak.

Infrastructure Development

4

The mining industry has historically played a role in the development of important infrastructure in Alaska.
For example, development of the Alaska Railroad, the Richardson Highway, and the settlement of
Anchorage, Fairbanks, Juneau, Skagway and Nome are all linked with early mining industry activity.

Mining industry development of Alaska infrastructure continues today. For example, in 2005, Alaska
Electric Light and Power Company extended a transmission line from Juneau to the Greens Creek Mine.
That extension may make it possible to transmit power to the small community of Hoonah, which now
must rely on costly diesel power. Without the economies of scale offered by Greens Creek, the extension

to Hoonah would not be economically feasiole.

Summary of the Mining Industry's Statewide Economic Impact, 2004

| Direct Employment and Payroll )
r

Average direct mining industry employment in Alaska, 2004 2.900
Direct mining industry payroll in Alaska. 2004 $194 million
| Total Employment and Payroll (Including Direct and IndIrect*Impactj
Total employment attributable to the mining industry in Alaska, 2004 5,100
Total payroll attributable to the mining industry in Alaska, 2004 $280 million
Investment
Total investment in Alaska mining exploration & development, 1981-2005 $3.5 bhillion
Exploration and development expenditures, 2004 $280 million
Exploration expenditures in 2004 $71 million
Mine development expenditures in 2004 $209 million
Royalties, User Fees, and Tax Revenues
Payments to state government, 2004 $15.8 million
Payments to local governments, 2004 $11.0 million
Payments to Native corporations, 2004 $11.1 million
Payments to the Alaska Railroad $16.9 million
Payments to the Alaska Industnal Development & Export Authority (AIDEA) $17.7 million
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Alaska’s Major Mining and Exploration Projects
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Chapter I:

Profile of the Mining Industry

The mining industry, and the min”ols and metals
it produces, are an essential component of the
average American's way of life. According to the
Mineral Information Institute, nearly seven billion
tons of minerals and energy fuels had to be
produced in 2004 to supply the needs of the U.S ,
averaging 46,414 pounds of minerals per year for
ee American.' For Instance, based on statistics
from the US. Geological Survey, for every
American:

+ 12,095 pounds of stone was used to make
roads, buildings, bridges, and other
construction uses;

* 9,134 pounds of sand and gravel was used to
make concrete, asphalt, roads, blocks, and
bricks:

+ 20 pounds of copper was used in buildings,
electrical and electronic parts, plumbing, and
transportation;

+ 11 pounds of lead was used for transportation,
batteries, electrical, communications, and TV
screens;

11 pounds of zinc were used to make metals
rust resistant, paint, rubber, skin creams,
health care, and nutrition; and,

+ 7,423 pounds of coal were used to produce
energy/

The mining industry is a multi-faceted and diverse
part of Alaska's economy. More than just
extracting mineral resources from the earth, it
involves reconnaissance exploration, prospect
assessment, advanced exploration, pre-
development, mine construction, production, final
reclamation and monitoring. This chapter
describes the various phases of the mining "cycle"
of activity.

The beginning of the mining cycle is exploration,
or more specifically, reconnaissance exploration -
typically a regional program aimed at discovering
previously unrecognized mineral deposits with
economic potential,

With discovery comes a more specific exploration
effort, sometimes termed target exploration or
advanced exploration. This is a process of
prospect assessment, where the deposit is

' Mineral Information Institute. “Every American Born Will
Need..*, March 2005.
2 lbid.
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sampled to determine grade and tonnage and the
feasibility of profitable mining. It is this stage of
mineral development that is the most complex and
most dynamic. Literally dozens of constantly
changing economic, financial and technical forces
Influence mine feasibility. Low grades, small
tonnages, or high costs may mean that a deposit
never advances beyond the assessment stage, or
It may sit idle for decades until rising metal prices
or technological advances help turn the project
Into a profitable venture.

Many mineral prospects are drilled and sampled,
but only one in a thousand ever becomes a mine.
For those few prospects where detailed sampling
indicates profit potential, the next step is mine
development (construction). Here the ore body is
prepared for mining, an ore processing mill is
constructed and the support infrastructure
developed. In large-scale mine development
efforts, hundreds of millions of dollars are invested
and hundreds of workers employed over a period
of several years as the mine is readied for
production.

Because mineral deposits are finite resources,
mining companies are constantly active at all the
different stages of the mineral cycle, performing
reconnaissance exploration in one area, drilling
and sampling a prospect in enother area, maybe
developing a new mine in yet another. When one
deposit is depleted and the mine must close, the
mining company must be prepared to begin
production at another deposit in order to survive.
This is the mineral cycle.

The following discussion is a more detailed
description  of  mineral exploration, mine
development and production.

Reconnaissance Exploration and
Advanced Exploration

The business of mineral exploration has become
increasingly  sophisticated in recent years.
Reconnaissance exploration programs often begin
with analysis of satellite or high altitude aerial
photographs covering hundreds of square miles.
Depending on the target minerals, airborne
geophysical surveys may also be employed over
large tracts of land. Geochemistry plays an
important role in mineral exploration today
Chemical analysis of stream sediment and soil
samples allows mining companies to preliminarily
test mineral potential without actually sampling the
underlying bedrock,
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With discovery comes the sometimes lengthy and
very costly process of determining if a prospect
can be profitably mined. Prospect drilling,
sampling and the whole process of property
evaluation and mine feasibility analysis is, in the
simplest of terms, an effort to determine if ore
exists in sufficient quantity (tonnage) and quality
(grade) to make profitable mining possible.

Rock Croak Development Project

Photo couriesy of NovaGold Resources.

Ore grade, tonnage, and mineral/metal prices are
critical in determining mine feasibility. But so are
costs: the cost of preparing the ore body for
mining, building a mill (concentrator), mining a ton
of ore, and crushing, grinding, and refining a
product from that ton of ore. '
Inherent in all these costs are
labor costs, the cost of electric
power, the cost of shipping
supplies to the mine site, tax

acquiring the necessary
permits to develop a mine and .

after closing down production. .

Mine Development
and Construction

Millions of dollars spent on

regional exploration and millions more spent on
assessing a handful of prospects may finally
identify a mineral property that is worth mining.
Five years may elapse between discovery and
development, but 15 years is probably more the

The Economic Impacts of Alaska's Mining Industry

Even after millions of dollars of Investment

and many years of effort, a project may

never become a mine. These major Alaska

projects were never developed:

burdens, and the cost of « LostRiver (tin, fluorite, tungsten deposit), 320

million Invested (1964-1972)

Orange Hill (copper), S30 million Invested (1963-80)

the cost to reclaim the mine * Bornlte (copper), 320* million (1957-1972)

Quartz Hill (largest molybdenum deposit In North

America), 3100 million Invested (1974-1989)

* AJ Mine (gold), 380 million invested (1983-1995)

 Brady Glacier Mine (largest nickel deposit in
Alaska, also copperand platinum), 38 million
invested (1958-1972)

norm (for example, the Greens Creek Mine near
Juneau was discovered in 1975, and went on-line
in 1989.) U.S. Borax spent $100 million over 20
years on its Quartz Hill molybdenum deposit near
Ketchikan and mine construction has not yet
occurred.  Some prospects see 50 years of
intermittent assessment work, conducted by
multiple owners, before final development occurs.
New technology, new mining approaches, and
changing market conditions often
help turn once uneconomic
deposits into successful mines.

The process of mine construction
involves construction of a mill or
concentrating plant - a facility to
separate the valuable metals
from the uneconomic rock.
These facilities typically include
mechanical (crushing, grinding,
gravity separation) and/or
chemical processes to separate
the metals from the ‘'ock. In
some cases only a concentrate is
produced at the mine. The
concentrate is then shipped to a
smelter where final processing
occurs and a metal nroduct is
generated. The Gr~jns Creek
Mine, for example, produces
three types of concentrates
containing silver, gold, zinc, and
lead. These concentrates are shipped to several
smelters around the world for final processing.
Other mines produce a final product on site.

The construction effort will also include support
facilities, which may involve transportation
infrastructure (roads,
docks, or airstrips
depending on the location
of the mine), tailing
disposal facilities, power
generating facilities if no
outside power source is
available, and the office
and lab facilities for the
mine's managers,
engineers, and geologists.
For remote mines, facilities
are required to house and
feed the mine's workforce.

Mine development is the
process of preparing the ore body for mining: for
underground mines, driving tunnels from the
surface (adits), sinking shafts, driving access and
ventilation raises, and accessing ore blocks with
crosscuts and other tunnels. For surface mines,
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development may include stripping overburden
and removing overlying waste rock. Mine
development expenditures also include the
purchase of mining equipment such as drills,
loaders, trucks, etc.

Major mine development can be an extremely
costly business and even more so in Alaska's
challenging environment. For example, nearly a
billion dollars have been invested in initial and
subsequent development of the Red Dog mine,
including the transportation infrastructure. Half a
billion has been invested in the Fort Knox Mine,
near Fairbanks.

Mine Operations

With  mine development and construction
complete, production can begin. There are many
different mining methods, though the two basic
types of mines are open-pit and underground
mines Greens Creek is an underground mine.
The Red Dog and Fort Knox mines are open-pit.
Open-pit mining methods are usually employed
when a mineral deposit is on or near the surface.
Profitable mining of lower grade deposits often
requires that huge volumes of ore be processed.
The world's largest open-pit mines move more
than 100,000 tons of ore per day, far more than
the typical underground mine. The Fort Knox pit is
the U.S.'s twelfth largest open-pit metal mine in
terms of tonnage mined per day.

The production phase of the mineral cycle can last
from a few years to several decades, depending
on production rates, the size of the ore body and
market conditions. For example, based on current
market conditions, the Greens Creek Mine has a
minimum life expectancy of about 12 more years

The life of a mine can be longer or shorter than
anticipated. Increasing metal prices, improved
technology, lower costs of production factors such
as fuel or electric power can all add years to the
life of a mine. Conversely, technical difficulties,
falling metal prices, or increasing production costs
can force temporary closure or prematurely end
the life of a mine.

The Fort Knox mine typifies the challenges facing
the mining industry. The Fort Knox deposit was
explored and evaluated in the late 1980's and
early 1999s, with mine development occurring in
1995 and 1996. The first gold was poured in
December 1996. During the ten-year period from

3Information provided by the Office of Mineral Development.
Alaska Department 0f Commerce, Community, and Economic
Development (January 3. 2006).

The Econonu Impacts of Alaska's Mining Industry

1987 to 1996 - including the exploration and
development period for Fort Knox - gold prices
averaged $387 an ounce. Mine developers
Invested $373 million in the mine, preparing the
ore body, building Ilhe mil and constructing
ancillary facilities. With the expectation of cash
operating costs averaging $245 an ounce, the
mine had a bright future. However, in 1997, gold
prices began to slide, averaging $331 an ounce for
the year. In 1998, the average price slipped
further, to $294 and then again to $279 in 1999.4

In 1998, as a result of low gold prices. Kinross
wrote down $145 million of tha $375 million value
of mine, In 1999, the company again evaluated the
property with the assumption of a lower gold price
of $300 per ounce and wrote down an additional
$109 million for the Fort Knox Mine. Today, the
mine is profitable, with gold prices over $500 an

ounce.

Mine Closure and Reclamation

Mine reclamation Is the process of returning an
area to a physically and chemically stable
condition and converting mined or otherwise
industrially developed land to some other useful
function. In remote areas, the goal is most often
to create productive ecosystems. In  more
urbanized areas, the goal might be to convert land
to other industrial, commercial or recreational
uses. The process of mine reclamation can
include grading and stabilizing the landscape,
placing topsoils, and generating re-vegetation.
Mine reclamation can also Involve long-term
commitments by mining companies to monitor
environmental conditions in the reclaimed areas.

In many mines, reclamation is an activity that
occurs while the mine is in operation. For
example, at the Usibelli Coal Mine near Healy,
recontouring and replanting of mined-out areas is
an on-going, routine part of the operations of the
mine.

‘Source: World Gold Counclli/KIti ~ Sold
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Chapter Il: Current Mining

Industry A ctivity in Alaska

To appreciate the economic benefits of the mining
industry in Alaska, it is important to have an
understanding of the type and scale of mining-
rolated activity in the state. This chapter
summarizes exploration, development and mineral
production in Alaska.

Exploration Programs

Each year, millions of dollars are spent in Alaska
searching for and evaluating mineral deposits.
According to the State of Alaska's Division of
Geological and Geophysical Surveys (DGGS).
exploration expenditures in Alaska in 2004 totaled
$71 million.5

The preliminary estimate for 2005 exploration
expenditures is $95 million, an increase of 33
percent over 2004 expenditures.8 Since 1981,
mining and exploration companies have spent a
billion dolla>. in Alaska on mineral exploration

programs.

In 2004, there were 26 significant exploration
projects in Alaska, including 15 with expenditures
for the year of over a million dollars. Companies
explored for gold, copper, nickel, silver, lead, zinc,
platinum, diamonds, molybdenum, and coal (as
well as construction minerals). There were 66 new
federal mining claims and 6,965 new state mining
claims recorded in 2004.7 In 2004, theie were 141
new prospecting sites pushing the statewide total
to 1,581 active prospecting sites.

Exploration occurred throughout Alaska, though
most  expenditures were focused on two
Southwestern Alaska projects, the Pebble Project
and the Donlin Creek Project (described in detail,
below).

Exploration Expenditures in Alaska, 1981-2005* ($Millions)

$100.0

$90.0 Total Explcration Expendi‘ures.

$80 0
$70 0
$60.0
$50 0
$40 0
$30 0
$200
$10.0

&

1981 1983 1985 1987 1989 1991

$1.0 Billion

1995 1997 1999 2001 2003 2005

Source: Special Report 5. Alaska's Mineral Industry 2004, pivision of Geological & Geophysical Surveys/Department of
Commerce. Community and Economic Development, October 2005.
‘Preliminary 2005 estimates provided by the Division of Geological & Geophysical Surveys.

1Alaska's Mineral Industry 2004. Special Report 59. pivision of
Geological and Geophysical Surveys/Department of
Commerce, Community and Economic Development. 2005.

The Economic Impacts of Alaska's Mining Industry

8 Division of Geological and Geophysical Surveys. Alaska
Department of Natural Resources.

7Alaska Department of Natural Resources Land Records
Information Section and U.S. Bureau of Land Management.
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Exploration Expenditures in Alaska, by Region, 2004

Southeastern Alaska Pe_ninsula Sé\lgf::;zn
47 1 million $0.1 million %
10% 0 Western
$5.6 million
8%
Total:
$70.8 million
Eastern Interior
57 3 million
10%
540 6 million
58<Mi

Source: Special Report 59. Alaska s Mineral |ﬂdUStTy 2004. pivision ot Geological & Geophysical

Surveys/Department of Commerce. Community and Economic Development, October 2005,

Key Alaska Exploration Projects

Exploration expenditures often have direct impacts
on local and regional economies through spending
made on local accommodations, camp services
(including catering, housekeeping. and
communications), air transportation and other
forms of transportation and logistics, drilling labor,
security, and environmental services (such as
collecting information on water and air quality, as
well as biological baseline research).

Following are brief profiles of several projects that
are in the advanced exploration phase and have
potential to become operating mines, and some
examples of how their exploration expenditures
impact the local, regional and Alaska economies
These projects are listed in order of potenti.
timeline to development, with the Nixon Fork most
likely to reach the mine development stage first.

Nixon Fork

Nixon Fork is located 35 miles northeast of
McGrath in Interior Alaska. The deposit has been
mined for many years, beginning with placer gold
discovered in 1917 and lode gold in 1918. More
recently, Nevada Gold Fields operated the mine in
the 1995 to 1999 period. The project is now owned
by Mystery Creek Resources, a company of St.
Andrew Goldfields, Ltd. Resources are indicated
at 76,000 tons at 0.95 ounces per ton gold with

The Economic Impacts of Alaska's Mining Industry

total rescjrces amounting to 160,000 tons
containing 136,300 ounces of gold. Efforts to
Dermit and operate the mine, beginning with the
treatment of existing tailings, are ir. progress,
Start-up of production is projected by the summer
of 2006.

Rock Creek/Big Hurrah

Rock Creek project is located seven miles north of
Nome. Big Hurrah is located about 45 miles east
of Nome. Both projects are owned by Alaska Gold
Company, a subsidiary of NovaGold Resources
Inc. Currently, both projects are in the feasibility
and permitting stage and both are intended to be
mined concurrently. The measured and indicated
resources for Rock Creek are 7.4 million tonnes of
ore at 136 grams of gold per tonne,
Commissioning of production is forecasted for the
first half of 2007 at a production rate of 7,000
tonnes a day producing approximately 100,000
ounces annually. Estimated construction costs are
$58 million. When operational, the mines are
expected to provide 130 year-round jobs and bring
$30 million in annual expenditures (including $9.1
million in payroll) to the Nome area.s

“Information about Rock Creek and Big Hurrah was provided
by. NovaGold Alaska/Alaska Gold Company (January 9, 2006).
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Mine Development Investment in Alaska, 1981-2005* ((Millions)

Total Development Investment:
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Source Special Report 59. Alaska s Mineral Industry 2004, Division of Geological & Geophysical Surveys/Department

of Commerce. Community and Economic Development, October 2005.
"Preliminary 2005 estimates provided by the Office of Mineral Development, Department of Commerce, Community

and Economic Development.
Development Expenditures in Alaska, By Region, 2004
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In 2004 illion worth f mrnerals were
exported to Canada, Europe, an Asra

"* Special Report 59. Alaska's Mineral Industry 2004, p. 28
” U.S. Census Bureau, Origin of Movement Series.
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Mining Production Value inAlaska, 1981-2005* ((Millions)
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Source: Special Report 59 Alaska's Mineral Industry 2004. Division of Geological & Geophysical Surveys/Department of
Commerce. Community and Economic Development. Alaska Department of Natural Resources, p. 2.
*2005 estimates provided by the Office of Mineral Development. Department of Commerce. Community and Economic
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free and nawgaat road. %tn x mlH'Eﬂ i eest FQ’[
Fort K T North Mi acer coaI Wwas mtne on the enal Pentnsua
ort Knox/True Nor Ines %‘nn te ater te SSES

Id Mini ?236(;&5& ectors er lﬂplacrmtnets
from the Californi rush ove
OWT\/?S 8&” g?tttletﬂ cryoerates Jt %0735 The irst sianificant
r

a|rban Iso nedp ]p ea TrueNorth scovgrg/ of acer nT(ar neau wit
eos rom ort o n- ter diScover] s a g Ie YU ver neﬁtr
m|ne ocate Pl out mlles nor we { of he e River, and %rcl

rno century, placer deposits were
tt b it ‘t“ L t""Zﬁ naanan i taoa”td i Mnﬁt
[ecov (0] OSIS ercen 0
the go(idﬁ mlneg]lnAas that year. P i %stnp g,"ang. mechianize excavatlo

roducl
Cons uct?on he Fort Knox m| and nll W{il vnt a c@t o? W{n Xame fno.grﬁplaggresﬁn Prfe%;

?75;1) at artota costho aP(PrOXImate
eveloped at a cost of mI Ion, Hovve 0| mln W eff Cliy Iy s ut d
P %“ QNR ?ﬂ res entla (8%}

Tt] compan announced plans to spend 30 elndust ecover ue to nsmg
non a J thmtne expansion gro&ec In operatin co ts an S%Os Most ﬁ]a(ﬁ
Itiorf, ecom ny. INVeste nlng |s ntt(r)t\ttveerS §

pusiAEEae B o S, o
pdeUCtIOﬂ 0se ramattc éy ere ere

" "Shared Values. Common Goals. Exceptional Results, The * "The Trends 100," Alaska Economic Trends, August 2005, p.

Red Dog Mine Story,” Northwest Alaska Native Association,
Cominco LTD,, p 7. 3 Alaska Department of Commerce and Economic

*'Fort Knox Moves Forward to Keep Production on Target,” Development, "The Role of Placer Mining in (he Alaska
Alaska Business Monthly, November 2004, p. 34. Econom y - 1985 1986. p. 4.
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more than 500 placer mes statewide (includin Rock nroduction in Alaska. in 2004 was estimated
reoreatronal mrngslﬁﬁ qaucing 174, grnces : % o}% m Pon tons his Ancluges s?tot I ?<
gold worth $0 m use ston mo esA ﬂuant 8

menta ston an estimated unit value
he fluotuatror] of gold nc S contrnuAf t? al.- rton ota value was estimated o
fhe leve gopr?pr cescesra aska. For |on n

Iﬂstrej eak a%g% mprgb/emerlrrt] uaJ rock. sand angd gravel roductro IS often a
JQLD X ﬁ%@i V\%t L#]ctu]gen chF e ectron trenéi th?n CSYt nstrtiotfon e,
f er ounce | 3‘ nor%s Pﬁiexargolegg&ro uctron rﬁoeg In t e

Eﬁﬁ:@”%ﬁr %e"perrr%%%”%?n%reot% [e ectrno Boone and deﬁ?rnes in A[as ka's housing,

ecent nces Per ounce Inaustrial and commercial construction markets.
ere PlaCer mines re overrng
4 ounces 0

Mo t of the state1s actrKe plafer mrnes are located The Usrbx CoaI ine is the nI operatin ooal
In the nerror trfe 1 aa est Po Cel. Mines mr e In The mine_is oc fe ear ea

CGOjl

accounted for over hal er production. tons of roven c BIVes.
oa prQ ction tofaled tOﬂS

Alaska's Non-Metal Mines about haI whrc Was shlrg&ed t0 S'eeﬁtﬁé%

Rock, Sand and Gravel Coal has the potential to play a much greater Fneratlon OWFI'
K vel role In the Alaska economy. Alaska coal ants Approximately

ROCb sand an((ij gna el de OS Its reserves total approximately 174 billion tons,

(aIB%]mﬂHﬂle@meS OHI'%?S [0AQ, 40 percent of the U.S. total. Plans for a coal %g)OI’[@d thto SOUth

alr Strl and Ot‘}é grc'a gasification plant on the Kenai Peninsula to ter rei?ta mrou

Ind usra esr

|a| supply Agriums ammonia and urea an N\Dt(fts ments

0-Chle

nStI'UCtI n I'O cts t rou OUt production facility could Increase the tota in
’[he 0 era Iong importance of coal In the Alaska economy in  yerg

are qurte ran the near term. Rall snﬂpment of coaI
rave prts serv . 50 rce
Ities 10 a e uarn and Hravel 8rts of revenue for Alﬁ,s al road g a
oun | million in revenues for ARR In

Hg N%&%& for

SE I

An ﬁoraaravlgalmre”rt V\? tﬁgtlgpr% Faarrr an[<0un

According  to _the  Alaska Department of
ommerce, — Community ~ and congm 7f

Py R

P teratro)W rels C()Hmulr?n(e:otrrn teise

%0 I%}quuent? ﬁer err} ? 2604 aé)rp ate
|on tons Vel W eprorﬁuce
& aska  With an esrmafe H]e vauetg

er ton, the fotal value of this sand an
gravel s £]Dl million,

° lod
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_ L Based upon |nterv880 recreat|onal
Recreational Mining in Alaska (%Perators at least 800 people traveled Ito
rmaril ficI eitemg] recreationa m|n|n
0L leas mmer—wee sof annu

”Recrfau%nal tmrqum ” r|]s Fefln?d FS matel#]r, ?ergreuaw i 2t The Temott

ﬁg?‘]ua ec an zee pnl] ﬂt suC aacgea l;%l 0? Cam[RS Several tHOUS Il mmer—weeﬁa re r[]ISO
Cﬁ%ﬁe s(iwce X, ME ? toctor estimated to occur at highwi % ﬁccessme 3|te

or roc er x ns eC| iC near " ﬁ\IOVa t %
UC IO A growing number of visitors ere coming to Eﬁlr anms to attem th
es an Alaska to participate In small-scale plecer number 89?’ CI% ﬁ%rI] r%nerg

ete Ors edUSe mining activities. Visitors are willing to spend V|S|t|n era é
t 15 Wg% aC nauct thousands of dollars for the opportunity to eS| Rt pannin
ro rt 6 ESI Rate prospect for placer gold In Alaska. At least reag t |'[ lS %(qy to exceeq
800 people traveled to Alaska to primarily enumger V|5|'[|ng commercla

I%. SUCInV \%DOSE ? participate in recreational mining. SlteS

Recreongl - minin g, Though. no_specific data.is a]va|lable the 10
5 i |m£%ct o et

ortunifies are ex %ndm rapicl
%%umgnte(ﬁ roughout — most o¥ ditgﬁ(ee ﬁﬁg&eexcee Severa Icljgril JJ a{rg Ipncluasﬁ

enerally, the visiting miners are allowe
Jwe i |ﬁaventurew sonrttS o pgé’&t)?nr%v et%nsa1 g, o
recquere 15" spiit”equally amongst d Snples.

participant ;.

Recreational  mining opertions ran(r;e from gold-
annmg actiyitles ” a g, sove thousand
nJ'StS S en({ ours 0

{ip ?Iaies to operatlons w few
un re Cwoe spend as' much as

? Includin H)n]en romand Oar

as lon z}stwom NS looking or more 3|gn||
rewards for their efforts,

n The Recreational Miners Association website at
www.recminer.com includes Information for 16 recreational
mining sites in Alaska. Several of these are free sites located
on State and Federal lands withdrawn from mineral entry (claim
staking) and available for recreational use while the others are
commercial locations located on private property or permitted
mining claims that charge for the right to mine.
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Chapter lll:
Employmentand Payroll in

Alaska s Mining Industry

emrrélng jndust neﬁ] or J drectly create
ousnso oe 10ns of dollars i

ﬂoutt aeconom N
Pa roll occur Int efolowrngs ctors 0 temrnrng

ndustry:
 Production

0 Metals

0 Coadl _

o Construction materials
*  Exploration
. DeveIo ment
e Other (government, recreational, fc.)
ln addrtron to jobs in these key segments of the
Ind u? mrnon also Xd egtfrI creates
5) alment and Thcome In thes te Asmnr
re ted businesses and eesp rch a

san Service asa adr san
cme arf cr te This analYS met
mrnrn nusrP/

ano |ew Iava eemlomen al Mﬁ
nust Fo

rect | ect n Induced” emplo
estimat tte mining Industry accounts for

over 50000 srnAIas a

|recr acthHe?rttnlr md'qnaysr Iﬂ%
?nen it

Sources of Employment Data

There are soyrces  of m|n| Indus
ment o_at) o Al q?e dl\g
nt o ahor an Wor orce evejlogment
an a report roduce
ate | ognca eop Sica)
Inera
eve epar ment o merce
conomr ogm
coIIectse ent at
ers om u rter Iy
emplo ment se r|
are’ . r uired X w to s mrt m%
ovrmac to rse oeeac

err ota arte 868
ata terer Nno strnct on een

—trrre and part-time emp oyment

DO\NDcate orrz s employment accqrding to the
Nort Amerr an ndust yClassrfa cation %ystem
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Industry. sectors that encompass the
ining ?ndustry II% P

* Coal
 Metal Ore
0 Metal ores mrnrnP
0 Gold ore and silver ore mining
0 Lead ore and zinc ore mining
0 Al other metal gre mining
. Non metaIIrc Mineral. Quar |n
Hshed and broken mestone mining
uarry mg
0 Oher ciushed and broken stone
mining ana quarrying
0 Constriction sand and gravel mining
0. Al other non-metallic mineral mining
e Mining Support Activities
0 Metal ming crilling
0 Non-metallic mine drilling

Mining-related activity falls into several athe
8% cate ones astyvreﬁl thou?(ﬁ It IS fombmﬁrf
t} non- employment. This Includes t

[0 esirona se ICes Sector, Wh(il’e étm%
Ennera EX oratron |r erar(eo (ir%%St led. These
%/p ttéere ore Tkh@ll’ gm PE ent COLT(P Hg

R
é)escrlr%edefn ¥h ?or%rng sectsion 0 th?s [epo rtl

There is also mrn nust Io ent th t |s
ot captured at a a (riDgL\/\%éﬂ B%

oes ot Inclyde self-em pr(oépneto '
emmm |n Ustry this c§ 'itu—es%a]e

cerm eatron tCOU SO In
IVIdU'cl uncer contract, such as a

exp loration ge O st.

DGGS/ CED ro |des a broade measure of
mrnmg ent nq dﬁa I its

R Ustry .
mining,” in stry

errhn oment at 3%& al\)tmeeur ent
stimate inclu |r tan | rect
éogyment as convent ona |ne IS
a ed” on surve ata co ected Tom

@r%gga‘e' & Se'QeSSFSth At%ka L A
erh GQ/ |mate |nc tron
IoZmetsu ast at reporte

nqr roa range o contract e o men |n

*Fg amp support  services, an 0t er
Proressiona frade”  services,

" Reported man-days are calculaled on a 260-day work year to
obtain average annual employment unless average annual
employment numbers are provided.
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DGGS/DCCED inc udes
FE struction mat na ng em oymentt at I
1)6ca ture n te constr t|on
se& Jrahert m emmm sect? in n¥
s the. smaller. ?Pgratton mcude an rt{
Whic

Pq ﬁer[%?_%ns 0 not report employme
%f%cg)'\t\\n/vg text draw(g ; D%egment dftéestert;rom

mp lete cture o mmm stry. em ?ment
assess ent fte mu |p ler™ affects of miring
Industry activity follows

Mineral Production Employment
in Alaska

Th|s section summarizes emplt%ym nt and Ra oll
in the p ngucton segment 0 E mﬁ
Industry, Payroll dat 3s not. available, for certai

catego ies dle to conficentia Ity restrictions.

Metal Mining

Based on DOLWD data, t ere were 27 meta

minin sectcir employers t t eporte annua

ayerete fo {0 emp et 0 emifgI ees
es emplayees. a tota 0

payroll in 2004, wit an average mont ywage d

Alaska's metallic mineral mines reported annual
average employment of 1,130 workers in 2004.
These workers earned a total of $80 million In
payroll, with an average monthly wage of

The mmmg Industry’s average wage Is 83 percent
above the statewide average monthly wage of

$3,218.

$8% The n&gm industry's averae month
eamnir s ar ?ercen hov stateW|
average for aI industries o

The | etaI roductton s|de IT%JHI Indlust
grow onsistent v }fear roun

oyment._ Three mines, reen
Ik and Red countegr}orK?g erc nt

epro ction m ent in Alaska In
% yment at rtt\ese reg mmef

strates tﬁat there 15 virtual ny no Seasona
variation in employment at the mires.

3
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Monthly Employment with Alaska’s
Largest Mining Operations, 2004

Fort = Greens
Knox Creek Red Dog Total

January 405 257 372 1,034
February 401 260 375 1,036
March 401 261 374 1,036
Apnl 395 259 378 1,032
May 391 256 372 1,019
June 391 265 380 1,036
July 391 260 383 1,034
August 403 260 398 1,061
September 426 259 380 1,065
October 438 260 380 1,078
November 444 261 380 1,085
December 451 258 391 1,100
Average 411 260 360 1,051

Source: Alaska Department of Labor and Workforce
Development. Red Dog employment for Sept. - Nov. are
McDowell Group estimates. This data Includes only direct
production employment.

aI mining employment hat| not ca tured in
Japa md[f ess Isc

hy a e mmlng
som mini
%G%\?me%t% averaatg mAd;cates t%lat 26%2
% aspre n nu&x ave a IH‘ i
quIvalents). Eamm at |sn avatlﬁ

se minefs: owevr applyin Ini
Inclust averag mo thI %%mrg f
8row S an Oorcer |tu e est ma

lr? o?trt]eetsolvmVSF sﬁntn Seamm ofO the minimn
mﬁustry IS esttmated at %io mqht g
Coal Mining
on 0y epetat coal mine, the Usibelli
Cated mployed an e
alZwor ers In accoM; D&L\R/%

Metal mining employment In Alaska is expected to
Increase by approximately 5)Ojobs over the next
two years as the Pogo and Kensington mines
come on line. Industry payroll will Increase by
$35 million.

roI for these em o ees js not available
Eb ue to CPB en |aI| restr] tl?(e

tot\:lg\i%d o m |onon ! ustratetf1 thaeyr ?o

ﬁbe emP yment at the coal mine is stea§
throughout the year.
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Coat Mining Monthly Employment
at Usibelli Mine
Monthly and Annual Average, 2004

| Usibelli Mine
January 89
February 89
March 89
April 90
May 88
June 93
July 93
August 95
September 94
October 94
November 95

! December 95
Average 92 ~|

Source: Alaska Department ol Labor and .Jorklorce
Development. Includes direct employment only.

Develg me t of the PAC ine g
S

Construction Materials Mining

A third, s?ment of Alaska's mineral proguct &

EX%[R IS 1 temlnlng sand, gravel an

ata mdlfats that an Vera e of
wor Brs Were ?m/p
al "eq

ed. In_this activi
Wth @ season %of 19% WOrkers durmg ¢

summer construction Season.

Construction Materials Mining
Employment in Alaska,
Monthly and Annual Average, 2004

Construction*
Related Mining

January 81
February 80
March 95
April 131
May 169
June 197
July 175
August 172
September 171
October 165
November 108
December 83
Average 136

Source: Alaska Departmenl of Labor and Workforce
Development. Includes direct employment only.
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DPL data does ot caﬂturf al co[lstrucMo

L
CO panles t % Hans ort S rav
g‘ a35| led In t uction GCtOF

er ﬁwan the mmmgéact?r Baé‘éér on |tss

?Comn%“a' s Je DCGYDULED ot
fe te? Ih at. 9045 (B)S In% nua
0 SIS, EStI at milll on
pOfTIOﬂ IS emp ment an
re ate o trans OI’SIn nstructlog
tenﬁls frmquarrles {0 jon Sites an
¢ considered an inairect Impact.

as stich might

Exploration Employment

Accord to GGS d%Ea mmerey exploration firms

spe illion In Alaska exploratio rams
|Ee%(tsoélg t\% {gm(r)?aio %ject mr%zut wes? A?as 3
the Pebble and Donlin Creek projects.

Thﬁre are no com reher})s‘w easure V\?IB
oration em og eht In Alaska from
cause busIngsses that art|C|pate In exploratio
rogra{nskare scattere cross mﬁ sectors 0
Alaska ecopom ome 0 etgeso
Usingsses an rofess nla 3 engag
exploratjon rolgra Inclu '”ﬁ Vance
ex oraﬂong gams ich can Involve baseline
environmental research) Include;

Geological exploration services

Drilling services

Camp support services

Helicopter support services

Construction Services

Scientific and other professional research
SEIVICES.

e or[wnﬂ%

fices. Approximately . 15 companies provige
r| rmerwcsr resenting an a HUF average
IS 1S 0 artial measu
flli rgg ﬂyment as otner drilling jobs are likely
Included In the construction sector.

The best co grehenswe estimate ava for
ex oratdon Igegram em % ! ment |n a |s

Pr vide Y S/DCCE eDGGS
eport, exploratio ? oyment sestl
fime equIva ents 3

annual aﬁ ?
not avallanle, peak em yment 1s clea
gher as most explorat| n“activity occur

summer.

rlng

McDowel Il Group, Inc. = Page 20



Exploratron rela_? ayroll anta IS unavarlable from

i gl

a rage aeratstoex

|s |b o ake Teas na eest For
an ze ea |ns or ers wer
eosc entrst

con tI'U tIO WOI' ers ere IS no
ava| %ﬂ wa e ra &S 5)'[ cam Ol't
ala

erson utte ate S
S%gs tutrona COO whic averaggg

CIe rly, there is a broad range of salaries paid to

: Erhna P i e iy

average e urvalent Jo s recor

ol edings “aver toal

|on r a ro A would

roxrmatel hrs strmate ears
5e atrve ven ttot exp oratrn rarﬁ

ex endit e nrn

account percent o

EXpen |tures

Mine Development Employment

sr ni caﬁt tn ommle]er tg eve%lr0 Hée%tn I%an onvﬂ]rg
mber an%l scal yF mines urider I?:onstn?c\ron

2?01 mige developers . spent llion. In
Alaska, §?nstructro actrvr% at {%&%08 cipro ect
or.ahout 61 percent of all developnient

accougte
expenaitures in the state.

Mine development employment is concentrated in
sectcirs of P than t%e pmr ing secto guch of tpe

development emplo menW ound In
construction sector, other em

ploy ent IS
grenerated I transportat 12, alr ad water
an ortanon Services (1., engrn ers) an

number, of offer sectors sekeepers an

caterers).
In tt]e DGGS/DCCED report, éigxekﬂ)met -related

?U[ﬂt ment IS estrmate { afinua VGF%
roXIMt e?y

£, ho

equiva ents I

wor ergoHave hnen hrrg on tfie Pogo grOJect
alone.
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lying the statewide “hea constructrn
vBrae annual.  safan
ment fi ure |ts srble to
estrm te ming- ¥ tr rﬂthe
0 Itota
mill on28

ann abvera&l

conservatrve estrmate as remoﬁe constru tron
ro ects, such as_Pogo, are more likely t0 |ncue

|mﬁ Wages than urban construction 81?
ue to the cost of transporting workers o anfrom
a remote mine site.

Other Mining-Related
Employment in Alaska
There are a wide varie of other bs indlirectl
'Leﬁ 10 A kags minjn Ié Ind u;h or example y
gre are requ ato %n search Jobs. In state and
edera %OY nment t servetemrnrnﬂ Inglust
These mclude %gvr urea d
anag ement eological Survey,
USDA Forest enrrce L n State overn ep
re personnel v&ttyn t tment 0 atura
esources gs %ndut % minin
mFu {ry-rel arch ersr
|nera Researc ritt rg
(ﬁrn cts asIC an e researc to acilita
evelopment o rnrnlera and; ener
[eSOUrces The 5

ineerin
Mrnes in the De artm i Mrnrng% (% Bgrc

s e Hnne
g/ Suc

miner, tra centers.
Trarnrn n t s st ese _jobs are

assumed tO erncu |ntlﬁeymrn Ustry’s
Inclirect employment, vv?nch 15 |scussegbe ¥
Assessment of Total Mining-
Related Employment in Alaska

5 B )
%eckapagro attrrbutabe 0 the mrnP industry,

In mining, exploratyon or
Feveo pment r?urrn 4 P | mining H

L%Sé&m&] rggnSt?l?Ctl%rrqpﬁ)t {gﬁns %lrnmgfa )ggee

” According to DOLWD data, the average monthly earnings (or
workers in the heavy construction sector was $6,237 in 2004.
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Direct Mine Employment in Alatka, 2004

Employment Payroll

Metal Mining 1.270 $90,000,000
Coal Mining 92 6,000.000
Construction Matenals Mining 1,042 63,000,000
Mineral Exploration 184 14,000,000
Mine Development 284 21,000,000
Total 2,872 $194,000,000
Source: Employment data are from DOLWD (metal mining and coal mining) and DGGS. Payroll
figur e McDowell Gro p estimates

ese fiqure do not however mclude all Lr th m!pe to the ort site and meaIs and
JaerSt{inal I?E)E:airesaéaeaa&egg II} %@'Q@?Q.CE\@H iﬂ%‘ne Services fq t éP r?rr}hgee nderlcckc/?rérltnragfl It%at
gﬁrf ?J ttre ex er]dlrjt e er min grn Bst Em oyment ?s |n Irect. uHowe er those
ﬁ? 0 Ihgol ar%e he Pgrr] 0emects aesgrea tr]etres é ation a % n du@port r£| osn arj ﬁ
Im o art of éhe in ustrg roPe i local, mrn% a%ou[d rrg be c nsidered direct
reqiona an statewide economiés. employment.

Multiplier Effects Precise ddcegteasunng the indirect

Direct mining industry employment in an In acts 0 &prao ctor

Wl]tl |er Ceo glden mme Alaska Is estimated at just under ?eﬂ ullnreLJSta estmen
actrvr |s he ?ul to(ﬁave% 2900 jobs, accounting for $194 g earcg gnt?J Ing tra mr% ow
EOHCG tua ungerstan Ollgr Trom e\ﬁry n

OW . economists |Fga However,
cribe the |mpactty% (metals, coal and ~construction trou the use of multipliers |

I'O eCIPI (l)oca reé)ﬁﬁtl? F-{) materials), exploration or mine gossrge fo g#e]ner te [&SOH&E‘IS

development during 2004. St ates tl ler 1§.a srnge
tae | eeconomr um er that,

re?ar erfee are three |rec effect ‘such Sagj)‘ﬁ E?g/ment

million in payroll. This employment eVe

& Includes workers engaged In mining re|a prOJeC'[ IS S

categore loyment.  With respect to the captures djrect, Incirect and Induce
mining méustry t lgy >alrre d r.fl)ustry activity
« Direct employment and income e valye of a multiplier d(ﬁg)ends on ,Se (eral
0 Inclludes employees of mining and tOde IﬂClU OW an_inaus ISd Ine
direct ora}ronc rtn adrres mpe Ten & rro ef exam work Irrsecratert
e In |rec em oyment and Income
SR o b T araa a,rrf ol
mining A exploration companies sassocrate aska insu
Inuced employment and income. atro % ment Is CO”SJ&JA
0 Incly éies jOPS created as a result. of $ 486 ol r rto capture inirect

sty atej ?ﬁtcoamng dect i emp oyment st | ovrer
; The ge %0 raphrc area of mteres %the |t| Ler

the mrnrn |ndut as in some other i dus tries Im
IS no ear’ihy getwee Ir ct an |n Ire Etssr? orth R?orthrﬁrgs a&rct rou

em To ment. gxam Co % ma er han ﬁe stafew e mu
ment |ne e egause not @ the Sk purc ases of ﬂoos
Brs 1 accorr daa % rvrces are mae % mrh
er, fotal permapn nt ent at e min 0rou gt er wor (f (se ar er tne
act avera ed |nc |n ﬂlﬁﬁ hic area eing considered, the larger the
oyees plier
portatron SErVices

ement 0 provrde tran
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Other factors affecting the multiplier are wage
rates (higher wages can mean more local
spending) and the residency of the labor force
(high non-resident participation can mean higher
leakage of payroll dollars from the local economy).

A range of multipliers
has been applied to help
understand  the  full
effects of mining activity
in Alaska. Employment
multipliers applied to

Including  direct,
employment,

payroll In 2004.

Indirect and
Alaska's
ccounted for 5,100 jobs and $280 million In

specific mining projects have ranged from 1.76 in
the Alaska Juneau Mine environmental impact
statement (EIS) to high as 3.2 In the
Kensington Mine EIS.~

Input-output (I/O) models also provide industry
multipliers. For example, the IMPLAN model
generates /0 multipliers for approximately 500
industry sectors (fewer for Alaska's small
economy). IMPLAN is widely used nationally to
predict the economic impact of business or
industrial  development projects. IMPLAN
produces multipliers in the several mining and
mining-related sectors, as illustrated in the
following table.

IMPLAN 2002 Employment Multipliers for
the Alaska Mining Industry

Employment Payroll

Sector Multiplier Multiplier
Coal mining 189 1.46
Lead and zinc mining 203 1.62
Gold and silver mining 178 148
Rock quarrying 1.65 143
Sand and gravel mining 13 1.32
Mining support services 244 155
Construction of 151 132

industrial buildings I

Though IMPLAN is best suited for predicting the
regional economic impact of changes in activity in
a particular sector (the impact of a new mine, for
example) rather than measuring the role of an
industry in a regional or statewide economy, it
provides some guidance on the rango of
multipliers potentially applicable to the mining
industry in Alaska.

* A-J Mine Protect Draft Environmental Impact Statement.
January 1991, prepared by James M. Montgomery Consulting
Engineers, Inc tOr the U.S. department of Intenor. Bureau of
Land Management.

T Kensington Gold Project Final Supplemental Environmental
Impact Statement. Tetra Tech, Inc. for the USDA Forest
Service, December 2004.
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The federal Bureau of Economic Analysis (BEA)
also publishes multipliers for Alaska industries. For
2003, BEA calculates an employment multiplier of
2.05 for Alaska's mining industry (metals and coa’'
combined). BEA's earnings multiplier for Alaska's
mining industry is 1.61.** BEA has an
employment  multiplier of
2.61 for »» ;pport activities for
mining," however this
multiplier includes support
services to the oil and gas
industry (as does the
IMPLAN multiplier for mining support services)
therefore likely overstates the multiplier effects of
mining industry support services.

Induced
mining  Industry

Fort Knox Mine

Photo courtesy of Kinross Gold

The table on the following page summarizes the
mining industry's estimated direct, indirect and
induced employment impacts in Alaska
Multipliers used are a blend of IMPLAN and BEA

data.

In summary, this analysis ‘cates that Alaska's
mining industry accounts for approximately 5.100
jobs and $280 million in annual payroll. (See table
on next page.)

Share of Total Alaska Employment and
Payroll

Based on the estimated 5.100 direct indirect and
induced jobs measured in this study, the mining
industry accounted for 1.7 percent of Alaska's
301,000 non-agricultural wage and salary jobs in
2004.

The $280 million in annual income attributable to
the mining industry accounted for 2.4 percent of
total wage and salary payroll in 2004.

N Bureau of Economic Analysis. RIMS Il mulbpliers. 2003.
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Total Direct and Indirect Employment and Payroll in Alaska's Mining Industry, 2004

Type of Activity Emlslltr)(i/(r:rt]ent Multiplier
Metal Mining 1,270 2.0
Coal Mining 92 19
Construction Materials Mining 1,042 15
Mineral Exploration 184 2.0
Mine Development 284 15
Total 2,872

Total Direct - Total
Multiplier
Employment Income ¥ Income

2,540 $90,000,000 16 $144,000,000
175 6,000,000 15 9,000.000

1,563 63,000,000 13 81,900.000
368 14,000,000 13 13,200,000
426 21,000,000 13 27,300,000

5,072 $194,000,000 $280,400,000

Source McDowell Group estimates b* 3d on Department of Labor and Workforce Development and Division of GeotoQy and Geography

surveys

Alaska Resident Hire in the
Mining Industry
The mining industry has some of the highest

Alaska resident hire rates among all of Alaska key
basic industries.

Calista Corporation and Placer Dome's exploration
shareholder hire agreement (signed in 1995) is a
case .tjdy in the benefits of resident hire during
the exploration phase. While no specific goals
were laid out, Calista shareholders and their
descendents were given a hiring preference for

Alaska Resident Hire, by Key Industry, 2003

& . '
Reeident
Mining 1,651
Construction 22,619
Qil and Gas Extraction 2,464
Accommodations and Food Services 28,487
Seafood Processing 5,622
All Industries 309,468

Non-Resident

Percent Non- Percent Alaska

Workers Resident Workers Resident Workers
342 17.2% 82.8%
5,627 19.9 80.1
722 22.7 77.3
10.485 26.9 73.1
13,858 711 289
68,305 18.1% 81.9%

Source: Alaska Department of Labor and Workforce Developmenl. Includes only reported melal, coal and construction materials mining
employment Does not include mine developmenl, exploration or unreported construction materials employment

Based on DOLWD data, the industry actually has
a higher resident hire rate, at 83 percent, than the
statewide average, and significantly higher rales
than other key Alaska industries. The preceding
table compares mining to other key sectors of the
state's economy

Alaska’'s commercial fishing industry also has
higher non-resident participation than the mining
industry. Accoiding to the Alaska Commercial
Fisheries Entry Commission (CFEQ),
approximately one-quarter (27 percent) of active
permi: holders are non-resident. Further, non-
residents captured 57 percent of value of Alaska's
commercial harvest (measure in terms of ex-
vessel value).

Alaska's largest mining employers have very high
percentages of residents in their work forces. The
following table provides Alaska resident
employment rates for the Greens Creek, Red Dog,
Fort Knox and Usibelli Coal mines.

The Economic Impacts of Alaska®s Mining Industry

the Donlin Creek project. This policy has been
successful. By 2005, Calista shareholders made
up 94 percent (111 shareholder employees) of the
118 Donlin Creek employees. Of this number, 70
shareholder employees have worked at Donlin
Creek for at least five years and some have
worked for nearly 10 years.d

Resident Hire by Major Mines, 2003

Total Total Total Non- % Alaska

Workors Residents Residents Residents
Teck
Cominco 490 396 94 80.8%
(Red Dog)
Fairbanks
Gold 536 479 57 89.4
(Fort Knox)
Greens 306 234 72 765
Creek
Usibelli 97 95 2 97.9

Source: DOLWD, Residency Analysis ol Alaska's Workers by
Firm, 2003. Employment figures presented in this table are total
number ol employees, rather than annual averages.

” Placer Dome, Donlm Creek "From the Ground Up* Project
Update, Fall 2005, p. 6.
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Seven out of the eight supervisors at Donlin Creek
are Calista shareholders. They also made up 75
percent of the drillers and drilling helpers. This
number could have been 100 percent, but several
of the drillers from the region were working on
other Alaska projects like Greens Creek Mine and
Nixon Fork Mine.3

The Donlin Creek example helps to demonstrate
that a key benefit of mining is that it often happens
in remote areas where employment opportunities
are very limited.

Dibid., p. 7

The Economic Impacts of Alaska's Mining Industry

McDowel I Group, Inc. = Page 25



Chapter IV: Other Economic

Benefits of the Mining Industry

The mining industry has a broad range of
economic impacts in addition to jobs and income.
The industry generates revenue for state and local
governments. It generate* revenue for other
public and private landowi ers ano business
interests in the state. It offers training and skill
development for Alaskans that can have lifetime
benefits within the industry and in other sectors of
the economy. Mining helps build infraslructure that
can support communhes and other industries.
Tl.ese and other benefits are described below.

Mining Industry Payments to the
State of Alaska

""le mining industry generates revenues lo the
istate of Alaska through a number of mechanisms,
such as license fees, rental, royalties, material
sales, and others. The mining Industry Is also an
important source of revenue to quasi-government
organizations such as the Alaska Railroad and the
Alaska Industrial Development and Export
Authority. These revenues are described below.

Mining License Tax — The state -collected
$10,317,238 in mining license tax in fiscal year
2005. The amount collected through this lax is
expected to increase in  ;al year 2006 as world
metal and mii.9ral prices improve. This is a tax on
the net income of all mining property in the state
irrespective of land ownership status, capping at 7
percent, less exploration and other credits. Except
for sand and gravel operations, new mining
operations are exempt frcm the mining license tax
for a period of 3.5 years after production begins.

Annual Claim Rental — In 2004, the mining
industry paid *2.7 million in annual claim rentals.

The Annual Rental law (AS 38.05.211) requires
locators and i.ciders of State mining locations to
pay an annuai cash rental. The requirement
applies to mining claims' leasehold mining leases,
offshore mining leases and prospecting sites on
State land, For all traditional mining claims (40
acres), the annual rental amount is $25 per year
for the first five ycnrs, $55 per year fc. the second
five years, and $130 per year thereafter. For nil
section locations (160 acres), the annual rental
amount is $100 per year for the first five years,
$220 per year for the second five years, and $520
per year thereafter. For all leases, the annual rent
is $.66 per acre per year for the first five years,
$1.32 per acre for the second five years, and

The Economic Impacts ol Alaska®s Mining Industry

$3.30 per acre per year thereafter. For prospecting
sites, there is a one-time upfront requirement of
$200, which covers the two-year term of the site.

Production Royalty — In 2004, the production
royalty payment from minerals was $162,367. The
majority of this payment came from royalty interest
holders at True North (Fort Knox Mine) and the
remainder came from individual placer miners.a
No other mining production occurred on state land
in 2004. As world mineral prices improve, It is
anticipated that production royalties will increase
in fiscal year 2006.

The Production Royalty law (AS 38.05.212)
requires holders of state mining locations to pay a
production royalty on all revenues received from
minerals produced on state land. The reduction
royalty 3 percent of net income as determined
under u.e Mining License Tax Law (AS 43.65),
and regulations (15 AAC 65). A production royalty
return must be filed and all required royalty
payments must be made by anyone: 1) owning,
leasing, and operating a mining property; 2)
owning a mining property and receiving lease
fees, royalty payments based on production, or a
combination of lease fees and royalty payments
from the property; 3) leasing a mining property
from another person and operating the property;
and 4) possessing a mineral interest, whether an
economic or production interest, in a producing
property, including royalty, receiving lease fees,
working or operating interests, net profits,
overriding royalties, carried interests in, and
f/roduction payments.

Annual Labor — The 2004 payment in lieu of
annual labor from mining and exploration
companies was $226,191.

The payment in lieu of annual labor is based upon
the premise that when prospecting and the
discovery of a locatable mineral, and the staking of
a mineral location, annual labor must be
performed each year in the further development of
the locatable minerals so that it can be mined.
Every year, a minimum of $100 or $400 worth of
labor or improvements must be performed on or
for the benefit or development of each mining
claim leasehold location on State land. Further,
$100 worth of labor or improvements must be
performed on each partial or whole 40 acres of
each mining lease. The holder of a mining claim,
leasehold location, or mining lease may make a
cash payment to the State equal to the value of
labor required ($100 or $400 per claim). In 2004,

J' While True North is on slate land, Fori Knox is on Alaska
Menial Health Trust land
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the state Elected $226,191 in payments In lieu of
annual labor.

Coal Rents and Royalties — The State received
$1,475,789 in rents and royalties from coal mining
in Alaska in 2004. The standard rate for coal
royalties on state lands for new leases is 5 percent
of gross value. For coal leases In existence on
Juneau 18, 1982, the royalty rate at the next time
of adjustment will be five percent of the adjusted
gross value. This will allow for certain costs to be
deducted.

Material Sales — In 2004, the state earned
$579,407 from sales of sand, gravel, rip rap, rock,
limestone, slate, peat, and any other substances
mined from State of Alaska ground that are not
applied for through the location (mining claim)
syster or leasing. Of this amount, $112,047 was
paid by Alyeska Pipeline Service Company to the
State Pipeline Coordinators Office for use of
material along the Trans Alaska Pipeline System
corridor. Much of the remaining sales are made in
the North Slope region to support North Slope oil
exploration and production development.

There are three types of matenals sales from
which the state receives payments; 1) Limited
Material Permit, where there is no filing or
application fee; 2) "Limited” and small "negotiated"
sales where the price charged is set by the Alaska
Department of Natural Resources based generally
on the fair market sales price of material in the
area; 3) "Negotiated" and "competitive" sales
where the amount charged for larger material
sales (>25,000 cubic feet) is based on a site-
specific appraisal or an abbreviated appraisal. A
"competitive" sale price is initially set by an
appraisal, but may be raised during an auction if
more than one person or company competes for
the material.

Other State Mining Fees — In 2004, $93,102
was collected in various mining fees. These fees
include filing, penalty, bond pool payment, surface
mining application, and Annual Placer Mining
application fees.

Corporate Net Income Tax — In FV 2005, lhe
mining industry paid $242,490 to the State of
Alaska in corporate net income lax.

All corporations aoing business in Alaska must file
a tax return. The corporate net income tax
payment is a reflection of a corporation's
profitability.

The State of Alaska levies a corporate net Income
tax based on federal taxable income with certain
Alaska adjustments. Multi-state  corporations
apportion income on a “water's edge" basis using
the standard apportionment formula of property,
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payroll, and sal*s. Tpx rates are graduated from 1
to 9.4 percent in increments of $10,000 of taxable
income. The maximum rate (9.4 percent) applies
to taxable income of $90,000 and higher.

In  summary, the mining Industry paid
approximately $15.8 million in taxes, rents,
royalties, and fees to the State of Alaska in 2004.

State of Alaska Direct Revenue from
Mining. 2004
Amount Paid

State mineral rents and royalties

Annual claim rentals2 $2,657,939
Annual labor5 226.191
Production royalties 162,637
Sub Total $3,046,767
State coal rents and royalties

Royalties $1,239,257
Rents 236,532
Sub Total $1,475,789
State material sales

Division of Land $467,360
State Pipeline Coordinators

Office 112,047
Sub Total $579,407
State mining miscellaneous fees

Bond pool payment $35,426
Annual Placer Mining

Application fees 27,150
Penalty fees 26,110
Surface coal mining

application fee 3,116
Filing fees 1,300
Sub Total $03,102
Mining license payments

Mining licensel11* $10,317,238
Income Tax payments

Corporate net income tax' $242,490
TOTAL $15,754,793

Source: Alaska Department of Natural Resources. Alaska
Department of Revenue, Alaska Industrial Developmenl and
Export Authority, Alaska Depanmenl of Commerce, Community
and Economic Developmenl Special Report 59, Alaska's
Mineral Industry 2004, Division of Geological & Geophysical
Surveys/Departmenl of Commerce, Community and Ecor.omic
Development, October 2005.

1 Fiscal year 2005 figures

2 Includes upland lease and offshore lease rentals

3 Includes metals, coal, and material

4 Payments made in FY 2005 have not yet been adjusted for
refunds: these refunds will be recorded in FY 2006. and may
significantly reduce lhe totals recorded for FY 2005.

5 Payments In lieu of annual labor

The Alaska Railroad is owned by the State of
Alaska. In FY 2004, 15 percent of the Alaska
Railroad Corporation's total operating revenue
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were rated by movement of coal and gravel
destrn }X EX Or export mar etsl J

Alaska Railroad Operating Revenues from
Mining, FY2001-2004 (Millions)

Coal, Coal,
Local Export  Gravel Total
FY2001 $5.0 53.2 $7.5 $15.8
FY2002 5.4 1.6 7.9 14.9
FY2003 5.9 1.1 9.8 16.8
FY2004 7.3 2.9 6.7 16.9
Source: Alaska Railroad ana 'Economic Significance of Alaska
Raiiioad," ISER Public , December 2004, p. 10.
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” Bradford Tuck and Mary Killorin 'Economic Significance of
Alaska Railroad.” ISER Publicalions. December 2004, p. 10.
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” AS 29 45.030 prohibits the Northwest Arctic Borough lo
assess a property tax on Ihe value ol Teck Cominco's
leasehold interest in the road and port system.

X4 Northwest Arctic Borough Finance Department

“ Section 3, Agreement for Payment in Lieu of Taxes
Delta/Teck-Pogo signed October 14, 2005,

“ Figure provided by Usibelli Coal Mine.
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Sales Tax
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State and Local Mining Taxation Policy
Issues
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57 Socioeconomic Impacts of the Gieens Creek Mine,
McDowell Group. Inc. May 2004.

“ Estimate based on known rock, sand, and gravel production,
and in consultation with Rich Hughes, Minerals Development
Specialist, Alaska Department of Commerce. Community, and
Economic Development.

The Economic Impacts of Alaska™s Mining Industry

\hile most minin prOJeets pay either a protf
fax or a payment Inlieu of tsxes 8
govern ent, most are on. private or fe eraII
nd there ore no 3 ject fo stafe rog/tg
Payrpentsﬁs escribed above, In addition to Stat
“FS an 8 Pa ments, a number of
eesr are Pse on. the minin
hls Incluges mining license fees, annua
m|n rentals, severance taxes on coa
rom state I d severance taxes .on

ﬁrave pro uction, and o rs. OF course g
oS0 pay corporate.income faxes to the Stat

As thls rePort has descpbed the mmmg Indlust ?
unique In term(si h sk ¢
tnte SIVeness the uncert n, exhas
O’mte ature of the. resource  tipon

ens As with any industry or business,
nr taxaaywa e ﬁtaaatptt 3
ﬁs onsible rt ofn er %us nes 1<a
\Ver, | ortant Ioca state
ers an sto un ersta at taxe a
H egative e ect? inin
Fn actual result

ave unant|0|8atef
H/va liable natural resources.

i e{antéog? potentia

3 A severance tax. for example, can be both inequitable and
wasteful. It can be inequitable because it can place a much
greater burden on high-cost mines than on low-cost mines (If
based on production rate or gross value), or on high-grade
mines compared to low-grade mines. A severance tax can be
wasteful because it can force a mine to increase its cut-off
grade and. as such, cause potential ore to be left in the ground
and n6ver produced
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Land Ownership of Alaska"s Major Mines/Projects

. Sﬁntn&l Sug{ect b om 1 L%Ub L

' Mining Project ~ Land Owner aX Royaty Local Tax Jurisdiction L
|beII| ol g Yes Yes  Derali Borough Yes
%Irregns Cesk Feerg Yes No City&Borough of Juneau Yes
RedDgMrie PR Y N NotmetAcicBooh Ve
@@t’% Mur%e éﬁft&m Yes Yest E%'r%ks North Ster Yes
Pogo Project State Ye, Yes  Cityof Delta Junction Yes
Nixon Federal Yi No  Nore No
RokCek AR Ys N Mo No
Kensington Mie Federal Privatle ~ les No  Gity &Borough of Juneau Yes
Donlin Creek Yes N Nore \
Chuitna Coal gtate Yes Yes  Kenai Peninsula Borough Yes
Pehble Prolect Vs Yes Egke &Peninsia Yes

¢+ Production royalties from True North leases
’» Royalties paid to private landowners
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wealth between those. regions rich in natural
resources and those which are not.

Teck C nco's Red Dog Mine exemplifies

otentta '[IS roader rglattonsh é) gaﬁs‘\lch
orporat % IS Operate
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4 NANA Annual Report, 7004, p 10
**Telephone conversation with Kevin Thomas, CFO, NANA

Regional Corporation (November 29, 2005).
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Revenue from Mining, 2004

Type of Payment Amount Paid

Vtenal sales (fock, sand and gravel) $000

nual rental paymenls (min
fenase paye yopgduct nr TS 167000
Total $227,000
Source Mental HealUi Trust Lands Office, Alaska Department
of Natural Resources

Additional Mining Industry
Benefits
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4 countants, ~ purch afrng agents, m—hou
frainers, employee re f rsorinel, gaa/r
cIerka Secre rr - hea work S, C00KS, SEC
Quards, ware ouse workers, €fc.).

There. are a number of mstrt fions . and
o anrzatrons AIa acurrentl rovrr nq tr nrn
ug ort for an the mrnr mdus

InGuce,
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. Alaska Depart ent of Commerce

Community, and Economic Devefopment
. AIaslia De artment of Lahor and Workforce
Development

e Alaska Mr raI d Ener urce
d%catron oun atron?

* Alaska Vocationa) ang
Tec?tnarcal E ucaﬂon Center (AVTEC)

(Eég? r0 lraBra nEconomrc Development
Delta Mine Training Center (DMTC)
Kawerak, Irc.
Kotzebue Technical Center
Lake &Peninsula Borough
Mrnrngq and Petroleum Training Service
Mine Safety and Health Administration
Nilavena Sub -Regional Health Clinic
. Sgu[thértrest Alaska Vocational Technical
* Tribal organizations

Unrversrtr of Alaska - Bristol Bay Campus
UAF College of Engineering & Mines
UAF College of Rural Alaska
UAF Cooperative Extension Service

* UAS

Works Alaska

The, Delta Ming, Trarnr Center C), a non-
ot 018 rzatrézn lo ed trn E)eta Jun t?or]

e A i
EI)II'SGS (EOYEP ergro_un mrnrn% (JnC In
IC-?I’PF azcom n a er

catron- Th o offer surface mrn
ainin R/elyrrst i/, Dtrarnrn rn
ece tere ave peen a f %aese

trarnl(ng C[&SSGS ]R students.

t USINess. contractors  wyer
Q/eg ane(% % of 3

their employees were traine
3 Center runs. a  unique nbde of a
rking, . mine. er roun

r
%‘udirqt eamn out rrIIrng Ioadrn ex osves
mgs grounri control, excav tron mue n@

Installation "0 trttes ven lon,
communrcatrP ang elec rhcal ems
oxrmate %tou t ents rn t

ese entsmur%hre Cr rtd

agd sl e
dep l\de Once t ese stu ents comét
U antee a posti

e%tr W yrﬁr %ens ae I lfg
prepared for entry- el jobs.” Entry leVel |
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make U reent qf .the employment
opportuanes or uregergroung miners. oy

The Center als ? offers workshoRs for AVEREF,8

ros ectrH g skills, navigatin and ut oor
an un/rval ‘rock and mineral rd

rst a eroacr minl d remote

rne Dec

ember ere ae
worsos an udent enr ed hse
WO 3 re o ere rou o]

| et

arr nks etc ikan, atﬁ
Kogzn% e Nome Northway, ~ Sitka, Tok ang

Infrastructuie Development

s g gd“Se erQa?nerttS%f Ry g
|?aﬁtructurﬁ Inclugln :% nHeve ment o the
ﬁatrnaa)( ?ter %gsatse)raldqro h ees,f

nd .e t 0

ron seftlement
chorae 0ug nrtraYl deve or mini

relafed OSGS tIS dtfrastrucPure now Hgs
O VIOUS va e 0 non- mrnrng Interests.

There are tvvo recent e rwoleg of . thrs in th
feo “aaadas Lok

reens Mrne onAd rratP/ slandb teh
e ensron vu utwﬁae ssibl

tr nsmit o er {0 ecmmunr oona
’T Ichn &ét rely on cost?

*eseg er eBeratron Wth Ut the ef nomie
scale offere yGreen]s Creeg It 1S unlikel thfa
?easr >|<tensron to “Hoon be economical

Also in the Jun ea, Goldpelt Corpor (atron
uneau urban cor oratron rs
marrne ennn | in the er ea no o

Juneau.  The. term rnrtr e us
’fnt% Kensr ton mine. Tnte

?u‘pLEor operation

oWever, tetac tgrsa expected o

Hse d fora numiber ot rtrans'o%rt flon-re at
USINess \ientures anned by Gold arfo ept

fr?r\ulsrtﬂes e tourism and * commerci In

There are other examples of mining rnfrastructure
serving ot ﬁjr cg[nmun business” and Indystri
Interests ore. terminal r%now erno
used or Cruise shr oorage during the summe
visitor season.

*”Alaska Mineral and Energy Resource Education Fund is a
non-profit Alaska specific resource education program created

through the Alaska Department ot Education and Early
Development, and AJaska's resource producing Industries for

use In Alaska's elementary, middle, and high schools
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Chapter V:

Mining Impact Case S tudies

AIIaskas three lar est metal mrnes have come to
|m ortant - ometrme Cntr ort t—

s |n ocal economies. t es&[
the im acts mines are avrn aska
commun tres

Local Mining Impact Case

Studies
Red Dog Mine
and Cominco (now Te%k Cominco Ijorned
fo Create the vvor% \ge(?t
ZInC conc provi

0rces In
rotfucer 0 entr B éh
oymento ortunitie sareholders
ndey emen etween ominco . and

ast res onr ||
shar

or traran&
ders, an ,e\lace
at e % trves
egl ornts t |nesr
Brre] ocal an statewr eeconomres esumma ze

Red Dog Mine

Photo courtesy of Teck Cominco.
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> In 2004, R Mrne re orted
gon?] WOIKErS |n contra demp gn%
o ee ort eb

g bl
e g
meals and Iodgrnnafgenilerr]rtrrng]vgr]n%qo ees). o
MCK Comi co has hrre more than

Rroductronatge 0 ers |chD(?ges nonterng
o ave work as eon)tra%grs at t
mrn eck dca)ng nc I rec(t ercen
s o i rr? " rg
weatAr orough AN oft ecenca st
em oye attemrneaeshareholders asae%
Eercen toof t

ercert o qrurgment operators a
lectricians).4

(Such as
>Teck Conzrnco has rovrde 52 ful co J%

l%%r0 ars S OE(I’\)@% wasehsro?}rjgtced 0

stud ens

KSR e
em tne

ades personne

oye Assocratrn In
vvest ctrc Borough In terms of payroll, the

HAwww.nwabor org/edc/EDC%20CompPlan.htm

48 Sarah Hurst, 'Red Dog looks to schools tor employees,
Petroleum News. November 27. 2005,
http://www.petroleumnews.com/poarchpop/051127-32.himl
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o ko e, o
A? ed Do acc unted for 17 ercent]of all wage
a]!]a yment In olt orthwest Arctic

emp oymen percent of dl private sector
F&S%g&tﬂtt‘g i @g%%gdg%ferc}o%gheg unt%
Vaina é IV /& W

Pota] gtﬁ? aqg@‘e(cm?%og bt(’e res enrt%eot

Prior to Red |nesoen|n wages in the
E’ orough were vr[r)e?tq bNI thg stat wrdega\J/eraﬂe
st on ear after the mine became
erayonal, the TQa avaaragﬁ wage rose above
tat the State. ediam house qbd rlgzome

ﬁest Arctic orou ﬂqrew

rc ]%989

ercet rom 3 t?
ccor Ing to ns S daa Annua

the mrn are rom
000 per year p us berWrts

>Teck Cominc pja_og?%ol million in. total
SRR
%%ou 23 from 1988 1o ave Eeen 4

Greens Creek Mine

In 2004, McDowell Group fn é)duced 8 r%port of the
jocroecor omic_Impacts of Greens rg
uneau,4Key findings are summarized here.

»Greens, Creek is fJuneau S Iar%ﬁst private sector
employer interms of annual payr

» Greens Creek Mre 200 employees as, a

rou are among fne hignest- é)ar WOrkers in th?
om un av?rae annua

ear 0(% almost triple the average

mage for Unedu private ectpr worke

uble th ave e’ state’ worker annual
average wage o

gAn Assessment olthe Contribution of Red Dog Mine
Operations to the Economy ofthe Northwest Arctic Borough.
Oct 2002 Prepared for Northern Economics for lhe Alaska
Industrial Developmenl and Export Authority
*?www.nwabor.org/edc/EDC%20CompPlan.htm
**www.nana.com/businesses/mining.him for payments prior to
2004. 2004 payments compiled by McDowell Group.

45 McDowell Group, Socioeconomic Impacts of the Greens
Creek Mine, May 2004.
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» reens Creek me pent %agtl&pnfor ood
servrces urc
vvhrch Was sp ntin uneau In

>t emplotﬁs] a higher p rcent res dents
percent at etrr% oft e stu
neau altﬁ and governmen entrtres com |n
(& percent n¥
> Economrc muItrpI*er m{pgcts aqd annlual

Tilfon, il i o e A mpymen

527and payr 0 |on
9 (P(psn (rZeree M neea Oejsst%hgld?o contnbuted
ot ln §64 mrI jon i assegs Fc]tpr%lue o
thelr homes.
> Geens reek Mine contributes

annula antable ?rg niza |ons n pay
o ees or several ~ hundred ours 0
nity serv ce vvor Em oy es contr bu

excess o?
% |zat|8ns an nat ot er

S an r’norﬁ than urs of \olu nteer
rﬁe 0 more than 50 ¢ anta £ rganizations,
schools, and community organizations.

Greens Creek underground drill rig

P,

Photo courtesy of Kennecott Greens Creek Mine.

“ This estimate of resident employment Is as of 2003 and Is
based on place of residency al the lime of the study. This
differs from ADOLWD residency data for Greens Creek, which

Is based on PFD application data.
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Fort Knox Mine

A 1999 study prepared by Information Insights and
the McDowell Group provides data on the
economic impact of the Fort Knox mine in
Fairbanks. Key findings from that study include
(data has been updated where possible):

» In 2004, Fort Knox was the second-largest
private sector employer in the North Star Borough,
with annual average employment of 411. it is the
eighth largest among all 2,000 public and private
sector employers in the borough.

» Mine employees’ average salary was 70
percent higher than the borough average.

» The Fort Knox Mine spent $70 million in the
Fairbanks North Star Borough in 2004, with 500
different businesses.

Fort Knox Mine

Photo courtesy ofKinross Gold.
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» Mine spending generated $100 million in direct
and indirect impacts on the local economy in 1998.

» Fairbanks North Star Borough received $4.4
million in mine-related revenues in 1998. The
mine is the largest taxpayer in the borough.

» Because Fort Knox is a purchaser of Golden
Valley Electric Association power ($14 million in
1998), other GVEA customers enjoy lower electric
power rates - 7 percent for residential customers
and 10 percent for large commercial customers.
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C O EUR

February 1,2006
ALASKA
Senator Thomas Wagoner Coeur Alaska, Inc.
Alaska State Legislature 3031 Clinton Dr., Suite 202
. Juneau, Alaska 99801
State Capltol (MS 3100) Telephone 907.523.3300
Juneau, AK 99801 Facsimile 907.789.1503

Dear Senator Wagoner:

lam pleased to attach an overview of Coeur Alaska's Kensington Gold Mine. located 45 miles
north of Juneau. Coeur Alaska's revitalization of Kensington began 17 years ago and has
included the investment of millions of dollars in environmental and technical study and
permitting. We are excited to be bringing this long awaited economic diversification into
construction and expect that our total capital investment in the project will amount to more than

$120 million.

We have worked diligently with all of the local, state and federal regulatory agencies to secure
the myriad of permits that enabled us to begin construction last July. The support of the Alaska
legislature during the permitting phase was very much appreciated. To date we have already
issued over $40 million in contracts as we continue to move forward on this environmentally

sound project.

I know that we all share a common vision of the need for long-term economic development in all
of Alaska, and the Kensington project is a major component of that development. We are
already employing over 100 men and women in the early construction phase; and that number
will rise to about 300 during the peak building period. Once the mine begins operating, it will

employ about 200 Alaskans.

As widely reported in the news media, the U.S. Army Corps of Engineers has temporarily
suspended our 404 permit while it conducts a technical review of the record. During the
suspension, we continue to be very active at the site while we engage in work that is not
governed by the 404 permit. We remain confident that the Corps of Engineers will revalidate the
rigorous scientific and engineering analysis that formed the basis of the original issuance of this
essential permit. At the same time, however, we expect that the Kensington Gold Mine will
continue to be a target of groundless criticism among those who simply oppose mining in

general.

I want to assure you that we are prepared to answer any questions you might have, and we
appreciate your continued support for the Kensington project.

Sincerely,

T

Dennis E. Wheeler
CEO and President
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Kensington Gold M ine

This underground mine will operate in accordance with
the highest standards of environmental compliance, part
of a policy we call "Producing and Protecting."

The MiN@---mm-m oo

Mining first began in the Berners Bay District, 45 miles northwest of Juneau, in the late
1800's. Today, mining is poised to return to this historic area, where the land has been
designated for mining for many years. After performing 900 environmental studies,
investing more than $25 million in environmental reviews, and working with local, state
and federal agencies to secure the necessary permits to develop an environmental/
sound mine, we at Coeur Alaska are moving forward with the Kensington Gold Mine
development.

Delivering Area Investment
Coeur Alaska is now delivering on its commitment to create jobs and economic growth
in Juneau and Southeast Alaska and will annually contribute millions of dollars to the
regional economy for many years to come.

» Target commercial production in 2007.

* Operate for at least 10 years.

¢ Invest over $120 million by Coeur Alaska.

* Current reserves are more than 1 million ounces.

* Produce around 100,000 ounces of gold per year.

Committed to hiring locally and working with Native Corporations like
Goldbelt, Kake Tribal, Klukwen and Sealaska.

* Investing in training local workers through the University of Alaska Soutneast
and with Native Corporations for future jobs involving the mine.

Prospect with Respect =

The mine has broad and deep support among political, community, business, and
native leaders who recognize that Kensington strikes the perfect balance between
environmental stewardship and economic contribution.



Thinking Locally

Coeur Alaska is now delivering on its commitment to create jobs and economic growth
inJuneau and Southeast Alaska.

At peak construction period, 300 workers will be employed.

When fully operational, Kensington will directly employ approximately 200
people and generate more than $16 million a year in payroll and benefits.

Kensington workers will receive highly competitive compensation and a full
benefit package.

The indirect employment will add more than 400 additional jobs during the
minimum 10-year mine life.

The Kensington Gold Mine will generate $11.5 million in annual tax revenue
for Alaska. The State of Alaska and the City and Borough of Juneau will
receive an estimated $10.1 million, while additional property taxes going to
the local government are estimated to exceed $1.4 million annually.

(Source: FSEIS)



Alaska's Kensington Gold Mine

A Positive Mining Legacy for Alaska

The Kensington Gold Mine has received overwhelming support from Alaskans,
elected officials, Native Corporations and organizations. Among those supporting
this environmentally sound project include Governor Murkowski, the Alaska
Congressional Delegation, the State of Alaska House and Senate, Juneau and
Haines Chambers of Commerce, the Resource Developmental Council,

Sealaska, Kake Tribal, Goldbelt, and Southeast Alaska Gillnetters, among

many others.

Jobs with the Kensington Gold Mine range from clerical to carpentry, mining to
management positions. Jobs are advertised locally and information is also available
through the Juneau Job Center at 907-465-4562.

Coeur Alaska is committed to the State of Alaska. The mine will play a positive
role in diversifying and boosting the local economy while maintaining a high
standard in environmental performance now and into the future. This is our policy

of Producing and Protecting.

We invite you to learn more about Kensington by visiting our web site at
www.kensingtongold.com

3031 Clinton Dr., Suite 202
Juneau, AK 99801
907.523.3300


http://www.kensingtongold.com

