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|. INTRODUCTION AND BACKGROUND

In 2000, Fort Knox Gold Mine, Inc. (FGMI) applied to develop the True North Gold Mine, 25
miles northeast of Fairbanks and gpproximately 11 miles from the existing, much larger, Fort
Knox Gold Mine. Rather than develop amill and tallings facility a the True North location,
FGMI proposed to haul the ore to the existing mill a Fort Knox. Theinitid plan of operation
projected aminelife of 25to 3years. In December 2001, FGMI applied to expand the True
North Mine. With the origina application and the expanson, FGMI would be hauling ore from
True North to Fort Knox for gpproximately 4 years.

The Department of Naturad Resources (DNR) issued its decision to grant gpprovas for the
origind True North Mine, including aright-of way for the ore haul road from the True North pit
to the Fort Knox mill, on December 20, 2000. FGMI began congtruction of the haul road shortly
thereafter and began mining and hauling ore that spring.

Neighborhood Mine Watch appedled this decison to the superior court in 4FA-01-0438. On
March 24, 2002, the Superior Court remanded the matter back to DNR to consider the economic
impact of light, sound levels, and traffic on nearby businesses.

There are two decisions before the Department. First, DNR must respond to the court’ s remand;
it must reconsider the andysisthat led to its origina decison in light of the economic impact of

the proposal on nearby businesses. Second, DNR must decide whether to approve FGMI’'s
request to expand the True North Gold Mine.

DNR reviewed the information it used to make the origina decision, and collected additiona
information on the economic impacts of the True North haul road. This document presents the
additiond information, the andysis of that information, and DNR’ sfindings and decison. This
document is the Department’ s decision that responds to the Court’ s remand.

DNR'’s decison on FGMI’ s request to expand the mine is a separate decison. It isaseparate
document available from DNR.

A. How DNR DeterminesWhether A Project Provides The
Greatest Economic Benefit

Under AS 38.05.850, the director of the Divison of Mining, Land & Water may issue rights-of-
way for roads. In granting aright-of-way under AS 38.05.850, DNR is required to give a
"preference to that use of the land that will be of greatest economic benefit to the State and the
development of itsresources.” Before making a decision, DNR requests comments from the
public. DNR uses the comments received, the facts and issues raised, and its own andysis as the
bass for its determining whether the right-of-way provides the greatest economic benefit. The
processis as follows.
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Firgt, DNR examines whether the proposed use of the State land (here for aroad between the
True North mine pit and the processing mill at Fort Knox) isagood use of State land. Second,
DNR examines the proposed project and dl of the potential impacts from that project, including
potentia impacts to neighboring land uses. To the extent DNR considers them reasonable and
necessary, DNR imposes mitigation measures and works with the permittee to modify the project
in order to minimize these potential negative impacts, including negetive economic impacts to
neighboring land uses. Third, DNR examines whether the proposed right- of-way, as modified,
provides the greatest economic benefit to the State and the development of its resources.

In making this greatest economic benefit determination, DNR reviewsiits land use planning
documents for initid direction, and considers the direct economic benefits to the State, the
indirect economic benefits and whether the project encourages the development of State
resources (such as gold mining). DNR & so examines the negative (such as economic impacts to
neighboring aurora viewing businesses) and postive (such asto the vaue of neighboring Menta
Hedth Trust and School Trust lands) economic impacts to neighboring uses and compares them
with the economic benefit of the proposed use. Taking dl of thisinformeation into congderation
(economic benefit of the right-of-way, any economic benefit from a directly competing project
and any economic benefit or detriment to neighboring uses), DNR then determines whether the
proposed right-of-way provides the greatest economic benefit to the State and the devel opment
of its resources (as opposed to leaving the land undeveloped or alowing another use of that
land). DNR may adso look at how the economic benefits change if the project is configured
differently.

B. Public Notice Of The Right-Of-Way

Before making its origina decison on the True North haul road under AS 38.05.850, DNR
performed multiple public outreaches and requested comments from the public on July 17, 2000
(30-day comment period), September 22, 2000 (15-day public comment period), and October 24
(granting 15 day extension to the September 22 comment period). In addition, there was a 30-
day reconsideration period ending January 19" in which some members of the public sent in
additional comments and information.

A public comment period for an expansion of the mine occurred January 18 through February
19, 2002. In addition to typical notice such as newspaper advertisements and the State’ s web
ste, two hundred and forty notices were mailed to interested parties and organizations. A public
meeting was held in Fairbanks on January 31, 2002. 132 people signed in (an estimated 200
attended). Mogt of the comments and concerns expressed at al of the comment periods
concerned the impact of the haul road on the neighborhood and businesses.

As part of thisremand, on April 11, 2002, DNR sent out 555 noticesto al individuas and
organizations on its mailing list providing an additiona opportunity for the public to send
economic information for DNR to consider as part of its remand decison. DNR received 19
responses to this request.
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C.

|sThe Right-Of-Way A Good Use Of State Land?

DNR's origind decison that chose a particular right-of-way route and approved that route was
based on numerous factors. These are discussed in DNR's origind decison to issue the right-of-
way to FGMI, which isincorporated into this decison on remand by reference.

DNR congdered generdly whether the grant of the right-of-way would be in the public’'s interest
and consgent with DNR's land management objectives. DNR found that the right-of-way was
consgent for the following reasons.

1.
2.

traditiona public access was not excluded;

the anticipated negative impacts were minimized (through the location of the road,
congtruction of an underpass, development of a transportation plan, and the impostion of
dipulations);

future authorizations were not precluded by issuance of the right-of-way;

FGMI would maintain the right-of-way so that no maintenance burden was placed upon
State;

devdopment of the right-of-way will encourage settlement of State lands (including
Mentd Hedth Trust Lands) in that area;

use of the right-of-way to haul ore is consgstent with surrounding land uses, the Tanana
Basn Area Plan, and the Farbanks North Star Borough (FNSB) Comprehensive Land
Use Plan; and

use of this land for a right-of-way for minera development is conagent with the reason
that the Mental Hedlth Trust sdlected significant amounts of land in thisarea. *

In determining which route was the preferred aternative, DNR examined the relevant factors and
issues? And in setting the conditions of use of State land for the right-of-way, DNR conditioned
the right-of-way to minimize the potentia impacts to neighboring uses.

! In aletter to DNR supporting the project, the Trust Land Office stated that the right-of-way and the development of
True North, and Fort Knox processing of True North Oreis “the best opportunity to realize the value for which these
lands [Mental Health Trust Lands] were conveyed.”

2 DNR’s examination of the road alternatives is found on pages 7 to 9 of the right-of-way decision. See also DNR's
Decision overview at pages 36-50 (which discussed issues relevant to the access road) and pages 65-68 (review of
road alternatives); and Decision on Reconsideration, January 19, 2001.
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|[I. ECONOMIC DESCRIPTION: MINE & BUSINESSES

This section summarizes the economic impact of the True North Mine project and businesses
that would be affected by development of the mine and haul road. Supporting information for
the quantitative esimates is contained in Appendix A.3

The information in this section comes from a number of sources. These include independent
investigation by DNR and information submitted by the applicant or the public during one of the
many public comment periods. One of the more frequently quoted reportsis the “Economic
Assessment of True North Haul Road on Winter Tourismin Alaska” May 2002. Northern
Economics, Inc. prepared this report in association with Kelley Hegarty & Associates.”

A. TrueNorth Mine

1. Direct Fiscal Impacts. Direct payments are those that occur directly from the mining
company as a consequence of the True North Gold Mine. The table below shows that over $4
million will be received directly by the State and loca government as a result of the four-year
operation of the mine. The payments show revenues expected to be recelved for the origindly-
proposed mine life plus the expansion.

Payments made to DNR $686,118
Payments to Mental Health Trust $215,283
Payments to Fairbanks Borough $3,520,000

Total Direct Payments State & Borough $4,421,401

The payments in the table above include one-time payments to the Mental Hedlth Trust and DNR
for congruction of the road; annud claim rental and millsite lease payments made to DNR for
the True North Mine; Property Tax Payments to the Fairbanks North Star Borough for True
North; royaty payments due the State for True North (the first of which has already been
received); and additional payments to DNR, the Fairbanks North Star Borough, and the Mental
Hedth Trug for Fort Knox Gold Mine due to the estimated one-year longer life for Fort Knox.

The payments do not include any amounts for the Alaska's Mining License Tax and Corporate
Income Tax. Both of these returns are confidenti. DNR confirmed with the Alaska
Department of Revenue that FGMI did not pay Mining License Tax for the True North Mine for
2001, and DNR confirmed with FGMI that they did not pay Corporate Income Tax for True
North in 2001. DNR has been told that considering al costsincluding capital, purchase and
exploration cogts, True North Gold Mine did not earn a profit in 2001, and does not expect to

3 Throughout this analysis quantitative financial impacts are displayed in their actual values rather than in net
present value amounts. Because of the short, four-year mine life, of which three years remain, the distortion does
not significantly affect the results of the analysis, and it is easier for the most people to understand.

* This report was prepared on contract to the project applicant, FGMI. FGMI requested Kelley Hegarty &
Associates perform as aSrd-party consultant to analyze the impacts. Ms. Hegarty subcontracted preparation of the
report to Northern Economics, afirm that had not previously been associated with the project.
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earn aprofitin 2002. 1t isasyet unclear whether there will be income or mining license tax
payments by FGMI for True North Gold Mine. Whether tax payments are made depends on the
amount of the presumed resource that eventualy proves up, and the price of gold. The company
reports that it hopes, of course, to earn a profit on the mine.

2. Direct Job, Income, and Purchase Impacts. The True North Mine and the
proposed expansion have the following direct job and income impacts.

120 new direct jobs over the project’slife. These have an average wage of $48,270 per year.
$6.5 million in direct annud payrall including $5.4 million for the origind proposd, and an
additiond $965,400 for the proposed expansion.

$9.5 million in other direct annud purchase impacts, most of these occur within Alaska and
the large part within the Fairbanks economy. Thistota includes both the origina proposal

and the expansion.

3. Indirect Impacts. FGMI contracted with The McDowell Group for an economic impact
study for the origina True North Mine Project proposal. 1t concluded that the origina proposa
would “ultimately produce totd direct and indirect impacts that could include 200 jobs and $7.1
million in annua payrall.” The origina proposa plus expansion would continue the direct and
indirect benefits of the Fort Knox Gold Mine for an additiona year. These are listed in the sudy
as 260 jobs and $15 million in annua payrall; 310 indirect jobs and $7 million in indirect

payroll; $35 million in direct local purchases of goods and services and millions more in indirect
and induced purchases; and reduced eectrica ratesfor GVEA customers.

A recent study by a Montana author contracted by the Southeast Alaska Conservation Council
and the Northern Alaska Environmenta Center disputes the methodology used for indirect
estimates made by the McDowell Group.® The Montana study argues that the McDowell study
double counted the indirect jobs by goplying amultiplier to the direct jobs and then adding in the
effect of local spending. It argues that the effect of the multiplier takes into account local
gpending. If thiscriticism istrue, the estimate of indirect impacts outlined in this subsection is

too high. Whatever the actud number, it is clear that the indirect impacts of the True North Gold
Mine are significant.® Theleve of indirect impacts does not change the conclusions of this
andyss.

4. Other Impacts. Representatives from FGMI indicate True North is very important in
terms of funding exploration necessary to extend the life of the Fort Knox mine. They indicate
that the original True North proposa was expected to improve the cash flow at Fort Knox by $13
million, and that these funds were important for continued exploration in the area. Continued
exploration is necessary if FGMI is to replace the reserves currently being consumed at Fort

® Specifically, the study disputed the indirect estimates made in “Economic Impact of the Fort Knox Mine on the
Fairbanks North Star Borough.” February 1, 1999. This study was performed by the M cDowell Group and
Information Insights under contract to the Fairbanks North Star Borough. However, the McDowell Group study
prepared for FGMI for the True North application builds on the methodology for the earlier study. Thus, the same
critique applies.

The Montana critique does not affect the estimate of direct fiscal impacts, nor direct job, income and purchase
impacts described previously.
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Knox. If so, True North may have an important impact on extending the life of Fort Knox Gold
Mine %, one of Fairbanks' s most important employers and its largest taxpayer.

The “True North Mining Project Economic Impact Study,” January 2001 prepared for FGMI
indicates that Fort Knox’s mining operation is moving into an area of lower grade ore (page 1):

“This results in higher operating cogts per ounce (meaning thet it will cost moreto
recover each ounce of gold). Within two to three years, the mine will be back at
somewhat higher-grade ore, but in the meantime, the average cost per-ounce will
increase. 1n 2001, without True North ore, Fort Knox operating costs will increase to
$227 an ounce. 1n 2002, costs will rise to above $280 an ounce...”

“True North can dramatically improve the future prospects of the Fort Knox Mine.
Blending True North ore with Fort Knox ore will result in an average cash cost of $196
per ounce of gold in 2001. Over the next three years of Fort Knox operations, this will
improve annud cash flow by approximatdy $13 million thus moving Fort Knox from a
dightly cash negative to moderately cash postive pogtion. Thisis revenue that will be
used to conduct additiona exploration, to upgrade or replace aging equipment, and on
other measures to ensure the continued viability of the Fort Knox Mine.”

The recent upturn in gold prices’, if continued, may provide additiona revenue to Fort Knox, but
the information shows the strategic importance of True North in extending the life of the larger
and more important Fort Knox Gold Mine.

B. Cleary Summit Area Businesses

There are four businesses in the Cleary Summit areathat are potentidly affected by the
development of the True North Gold Mine and haul road. Each of these businesses markets
their view of the northern lights, primarily to Japanese tourists. Oneisaso aski area, but
because the ski areais rdatively unaffected by the mine, the ski arealis not considered further in
thisandyss

“Economic Assessment of True North Haul Road on Winter Tourism in Alaska’ reports the
falowing:

According to telephone interviews with three tour operators, most Japanese visitors spend
three or four nightsin Fairbanks and a night in Anchorage on ether their arriva or departure.
Other groups will spend three or four nights a alocation outside of Fairbanks, for example at
Mount Aurora Fairbanks Creek Lodge, Cleary Summit Bed & Bresgkfast [ Note: both on
Cleary Summit], Chatanika Lodge, Chatanika Gold Camp, Chena Hot Springs Resort, Arctic
Circle Hot Springs Resort, or Bettles Lodge [ Note: these are not on Cleary Summit]. All

" The “True North Mining Project Economic Impact Study,” January 2001 prepared for FGMI, provides the
following information. During exploration and devel opment of Fort Knox, gold prices averaged $387 per ounce. In
1997, gold prices decreased, and in 1999 and 2000, they averaged $279 per ounce.
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three Japanese tour operators explained that visitors staying in Fairbanks travel to an aurora
viewing location dmost every night of their say. The primary aurora viewing location used
by these tour groups is Mt. Aurora Skiland at Cleary Summit gpproximately 21 milesfrom
Fairbanks. Vigtorsleave their Fairbanks hotd around 10:00 PM traveling to Cleary Summit
by bus and arriving around 10:30 PM. They leaveto return to their Fairbanks hotels around
2:30 am.

While other locations around Fairbanks provide aurora-viewing opportunities, Skiland
currently is by far the primary destination within ahalf hour drive of Fairbanks that has good
highway access, parking, and a heated aurora viewing concession.®

The four aurora-viewing businesses on Cleary Summit are those below?®:

Name Description View of Haul Road Other Information
Cleary Summit Bed |3-bedroom bed and |Direct view of Haul Road Began operation 1997
and Breakfast breakfast
Skiland Bed and 1-room apartment Haul road not visible from the Takes overflow guests from
Breakfast below house apartment, but can be seen Cleary Summit B&B

from the owners’ quarters.
Mt. Aurora Fairbanks |18-room bunkhouse |Direct view of Haul Road Same owner as Mt. Aurora
Creek Lodge Skiland
Mt. Aurora Skiland Ski area & northern |Facility shielded from the road. |Receives the vast majority of

lights viewing Truck lights are visible only from |aurora viewing visits.
one spot at far SE corner of
parking lot.

1. Direct Fiscal Impacts. Direct fisca impacts are those that are received directly by State
or loca governments as a consequence of running the Cleary Summit businesses. The State
receives no money from the Cleary Summit operations. However, the four Cleary Summit
businesses pay the Fairbanks North Star Borough two payments: property tax and bed tax. The
total revenues expected to be paid by these businesses to the Borough during the four-yeer life of
the True North Gold Mine are;

Property Tax to the Fairbanks Borough:  $51,487
Bed Tax to the Fairbanks Borough: $80,000
Total Direct Paymentsto the Borough $131,487

In 2001, the four businesses paid property tax totaling $12,871.88 to the Fairbanks North Star
Borough. For 2002, total assessed vauation of the four properties hasincreased dightly, but the
mill rate has not yet been set. Assuming Smilar tax rates, the total property taxes paid during the
four years of True North operations will be $51,487.

8 page5.

° Table constructed by the Department from various information sources.
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The Fairbanks North Star Borough has an 8% bed tax on the vaue of lodging provided. Thetwo
bed and breakfasts and the Mount Aurora Fairbanks Creek Lodge provide lodging and would pay
the bed tax. Mt. Aurora Skiland does not provide lodging and would not. Bed tax payments are
confidentid. However, for purposes of this andysis, the Department estimated bed tax payments
based on gross revenues and vigitor information provided directly to the Department or to
Northern Economics.

The Department estimated bed tax payments made by the two bed-and- breakfasts, and Mount
Aurora Fairbanks Creek Lodge. The estimate is based on an estimate of gross revenue and may
overestimate payments because taxes are paid only on the room portion of the revenue, not
including meals. The estimate shows that between the 1998 and 2002 aurora- viewing season,

bed tax payments varied between approximately $12,000 and $20,000 per year. The Department
used $20,000 per year ($80,000 for four years) asthe figures for andysisin this decision.

2. Direct Job, Income, and Purchase Impacts. The Department etimated
employment by the Cleary Summit businesses. The Department estimates that the four
businesses provide:

three full-time year-round jobs; three full-time seasona jobs; and two part-time jobs
less than $400,000 in annua income and purchase impacts including payroll for the jobs
listed above. All of these funds are spent locdly.

The employment estimates are based on 1 full-time and one part-time job for Cleary Summit
B& B; one part-time job for Skiland B& B; and two full-time and three full-time seasond for the
Skiland and Mt. Aurora Creek Fairbanks Lodge combined.

The Department also estimated income and purchase impacts based on gross revenues supplied
to Northern Economics or directly to the Department for three of the businesses. Revenuesfor
the smdlest business, Skiland B& B, were not supplied but were assumed to be a smal
percentage of the Cleary Summit B&B. Gross revenues reflect the combination of money spent
by the business and its profit, and therefore reflect the combined impact of direct purchases,
employment, income, and profit. They include the payroll expenses of employees'owners
described above.  The Department estimates that over the last four years, the total gross
revenues range from less than $200,000 to just less than $400,000. For purposes of thisanayss,
tota direct employment, income, and purchase impacts from the Cleary Summit Busnesses are
estimated a gpproximately $400,000 per year. Because these are smdl businesses, the
Department assumes that lmost al of these expenses are spent locally.

3. Indirect Impacts. For the 1999 calendar year, the aurora-viewing-night cusomers a
Cleary Summit totaled 5,448 vistors, of which 86% were bussed to Mt. Aurora Skiland from
Fairbanks. The Department does not have complete visitor information for the subsequent years,
but for the mgor viewing ste, Mt. Aurora Skiland, visitation increased in the 2000/2001 viewing
Season to 7,954.

The amount of vidtation is not the same as the number of vistors. The aurora-viewing vistor to
Fairbanks typically takes severd nighttime trips to Mt Aurora Skiland over the course of their
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multi-day visit. This meansthat the 7,954 visitsto Mt Aurora Skiland last year trandate to
approximately 2,600 actud vigtors to Fairbanks (assuming an average of 3 trips per vistor).
The same year, the Fairbanks Creek Lodge and the two B& Bs brought approximately another
500 vistorsto Cleary Summit in 2000/2001.

“The Mgority of Japanese tourists to Fairbanks purchase package trips before they leave Japan
for their airfare to, from, and within Alaska, for their accommodations, and for most Sghtseeing
excursons. Survey research estimates that they spend approximately $523 in out-of- pocket
expensss during their visit.”*°

Induding out-of- pocket expenses, tour, lodging, and transportation expenses, the Cleary Summit
businesses are associated with a significant indirect impact on the local economy. The $532in
out-of-pocket expenses for 3,000 to 3,500 visitors represents agpproximately $1.5 to $1.8 million
in spending. There would be additiona spending for lodging and trangportation as well.
However, the extent to which the businesses are respongible for the indirect impactsis discussed
in the subsection on Indirect Impacts (Regiond Effects) in the following section.

10 Economic Assessment of True North Haul Road on Winter Tourism in Alaska, May 2002, Page 5. That
publication indicates the $523 figure is taken from “ Japanese Travel Motivations: The Case of Alaskaand the
Northern Lights,” by LauraM . Milner, UAF, School of Management.
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1. IMPACT ON CLEARY SUMMIT BUSINESSES

This section describes the impact of the True North Gold Mine haul road on the Cleary Summit
businesses. Subsection A describes the physical effects of the haul road: the effect of location,
and the impacts related to noise, light, and dust. Subsection B describes the direct consequences
of those impacts on the businesses. Subsection C describes the effect of those consequences with
respect to the Fairbanks region. Subsection D summarizes this section.

FGMI origindly applied for the “ South Pedro dternative,” which generdly follows existing
roads from the True North Project boundary around the south side of Pedro Dome to the Fort
Knox Millste Permit boundary.

During the permitting process, DNR reviewed many different road dignment dternatives. The
North Pedro Road dternative, which the applicant applied for after some andysis and discussion
with DNR, was the sdlected dternative. It included an overpass at the Steese Highway. This
dternative was approximately $4.2 million more expensive than the gpplicant’ s origind route.
DNR imposed numerous requirements to minimize safety problems, and to minimize noise,

light, and dust impacts on local residents and businesses, including economic impacts on Cleary
Summit businesses.

Other dternatives were analyzed but not chosen by DNR. Alternatives further downhill from the
preferred route (advocated by some Cleary Summit residents) and dternatives recommending the
use of the Elliott Highway were diminated based on economics, highway/road grades, length,

and topographic conditions and because, for the most part, these routes smply shifted effectsto a
new group of receptors resulting in few, if any, overdl bendfits.

This discussion focuses on the effect of the chosen dternative on Cleary Summit area businesses.
For more detail on the route selection, please see the origina project decision.

A. Description of Physical Impacts

1. Impact is Different North or South of the Ridge. The most important impacts that
affect the ability of Cleary Summit business to market for auroraviewing is the impact of the

lights and noise from the haul road. The physica impact of lights and noise is Sgnificantly

different on the three overnight businesses on the south side of the ridge — the two B& Bs and

the lodge — than on Mt. Aurora Skiland on the north side.

Overnight Businesses South of the Ridge. The three overnight businesses— the two B&Bs and
the lodge — are on the south Sde of theridge. The Twin Creeks haul road runs downhill from

them a varying distances and they can aso view a portion of Fish Creek road used for hauling
which at its closest point is .6 mile to the southeast. The Cleary Summit Bed and Breskfast is

1,315 feet from the haul road at the closest point. It islocated near the ridge top with dmost

360° of unobstructed views. It has the best view of the haul road and the least shielding from
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light and noise, dthough it cannot see the road at the closest point. The other two overnight
businesses are dightly closer, though more of their view of the road is blocked by topography.

Mount Aurora Skiland, North of the Ridge. Mount Aurora Skiland, the Site of the mgjority of
the aurora-night viewing, is located on the north side of the ridge and isin most respects

sheltered from the lights and noise of the True North haul road. 1t is 2,200 feet from the closest
point of the haul road, but the road cannot be seen at the closest point. For the most part,
topography shields Mt. Aurora Skiland from the view of the haul road.

According to the Economic assessment of True North Haul Road on Winter Tourism, “Lights
from the vehicles on the haul road are not visible from the parking lot, except through the trees at
one specific spot at the far southeast corner of the lot. Faint noise from the trucks can sometimes
be heard from the parking lot, but not from the day lodge (page 12).” DNR ingpectors confirmed
this assessment in their numerous viststo the Site.

2. Noise. Theissue of noise impactsis ardatively technica issue and some background
information is required. The unit used to measure the loudness of sound is the A-weighted
decibd scale of “dBA.” Most people judge a 10-dBA change in noise levels as adoubling of
sound level. The smalest change in noise leved that a human ear can perceive is about 3 dBA,
and an increase of 5 dBA isusudly noticesble. Norma conversation ranges between 44 and 65
dBA when the speakers are 3 to 6 feet apart.

A discusson of the standards and the method by which DNR arrived at the sandardsis given in
the origina decison and the response to reconsideration. The standards DNR imposed required
that the ore hauling not cause ambient Satistical noise levelsfor any hour within the subdivision

to be greater than the levels specified below.

Noise Standards Applied to Ore Hauling

Day (5 AM to 9 PM) Night (9 PM to 5 AM)
Lso 55dBA Lso 45dBA
L.o 60dBA Lo 50dBA
L, 75 dBA L, 55 dBA

Put into common terms, the nighttime Lso standard means that for any one hour at night, 50% of
the time the noise may not be above 45 dBA. The nighttime L3 Standard means that for only
10% of the time (or 6 minutes per hour) may the noise be above 50 dBA. The nighttime L;
standard means that for only 1% of the time (36 seconds) may the noise be above 55 dBA. An
explanation of the daytime limitsisamilar.

DNR established two noise-monitoring stations, one of which isthe bacony of the Cleary
Summit B&B. Twice during the year on representative days, a consultant monitored the sound
levels a the monitoring stations. The first monitoring occurred on August 10, 2001 and the
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second on January 23, 2002.1* The consultant determined that FGM | was operating within the
standards.

The nighttime winter sound levels are the most important for purposes of the night-aurora-
viewing businesses. The winter monitoring results from January 23, 2002 are below, dong with
acommon sense explanation of decibd levels.

Cleary Summit B&B

Night-time Winter Monitoring Results Sound L evelsand Relative L oudness

Permit Standard Actud Leve™ Vacuum Cleaner at 10 Ft 70 dBA

Lso 45dBA 33.0dBA Large Store air-conditioning unit, 20 ft 60 dBA

Lio 50dBA 38.5dBA Light Auto Traffic, 100 ft 50 dBA

L1 55dBA 44.6 dBA Bedroom or quiet living room, bird calls 40 dBA
Quiet Library, soft whisper at 15 ft 30dBA
High Quality Recording Studio 20dBA

The monitoring showed that & Cleary Summit B&B, haf the time the sound levels were less
than 33 dBA, just louder than a quiet library or soft whisper at 15 feet. For six minutes an hour
the sound levels were grester than 38.5 dBA or just softer than a bedroom, quiet living room or
bird cals, and for 36 seconds, sound levels were greater than 44.6 dBA — or between the
bedroom level and light auto-traffic at 100 feet.'® These sound levels are audible but not loud.
In addition, these sound levels were measured outside the resdences. Theinsdelevelsare
predicted to be reduced an additional 10 dBA with windows open and 20 dBA with windows
closed.

While no specific monitoring was done at the Mt. Aurora Fairbanks Creek Lodge, the
consultant’smodel predicts the sound levels a the lodge to be barely louder: 0.8 dBA. The
mode aso predicts 6 dBA lower nighttime winter sound levels at Mt. Aurora Skiland because
that facility isfurther from the road and screened by topography. Six dBA quieter would mean
that median haul-reated noise levels for any nighttime winter hour would be softer than a quiet
library or whisper at 15 feet. Six dBA quieter would mean that except for the loudest 36 seconds
per hour, the sound levels would be quieter than a bedroom or quiet living room or bird cdls.

Northern Economics, Inc. reports the noise levels at Mt. Aurora Skiland as follows, “Faint noise
from the trucks can sometimes be heard from the parking lot, but not from the day lodge

(page 8).” DNR ingpectorsreport the samefinding. Thislayman's description is confirmation
of the quantitative monitoring results.

There are other noise sourcesin the area. The Steese Highway, though typically quiet in the
middle of the night, is nearby. Thereisadog lot just below the Cleary Summit B&B. DNR

Y The right-of-way authorization directly requires other monitoring, such as monitoring the trucks. However, the
guantified sound level at the residencesisthe most relevant for purposes of thisanalysis.

12 The “actual level” numbers are the average of three, one-hour monitoring periods on that date.

13 Because of the shape of the sound energy curve from the multiple trucks, the maximum sound level from the
trucks should not be significantly greater than the L, level.
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ingpectors report that during the coldest part of the winter the busses that take the tourists nightly
to Skiland are often kept running while parked. These other noise sources were confirmed by
monitoring results. The monitoring consultant did not record any sound levels by the trucks that
exceeded the permit standards, but they did identify three instances where other sources, such as
nearby barking dogs, exceeded the noise standards applied to FGMI. While people who livein
the area may be more willing to tolerate these noise sources because they are used to them, they
do exigt, and the monitoring shows that other non-haul-road related noise sources can exceed the
sound levels from the haul trucks.

3. Lights. Description of the light impacts requires a more qudlitative assessment. DNR
required that the road be aigned such that no direct lights shine on the residences of Cleary
Summit.  Theroad just below the businessis such that the trucks are going downhill in the
vicinity of the business and the lights are shining downhill. These lights are for the most part, a
few hundred feet below the level of the businesses and to the south. The lights do not compete
with the aurora directly but may in some ingtances affect time-lapse photography. To the
southeast of the businesses on Fish Creek road, the lights are shining just below the Cleary
Summit B&B, and inits generd direction. At the point where the lights are most visble to the
Cleary Summit B&B, Fish Creek road isover amileaway. Thelights are less visble on the
remainder of Barnes Creek road which at its closest point is 3,200 feet to the southwest of the
Cleary Summit B&B.

The truck lights are not visible from Mt. Aurora Skiland except through the trees at one spot at
the far southeast corner of the parking lot.

There are other light sourcesin the area. Point source lights are visible from Pedro Dome and
other nearby sources. Thereis ahigh-intengty vapor light just downhill from the Cleary Summit
B&B over the dog lot that is pointed down and away from the B& B.

4. Dust. The Department receives numerous complaints about dust caused by the haul trucks
on the True North haul road. The vast mgority of the complaints are from the owner of the
Cleary Summit B&B. Dus from the haul road is not visble a night, and the question of whether
dust is adequately controlled has little effect on the ability to view the aurora. A description of

the impact isincluded here only because it is the subject of frequent complaints, not because it
has much effect on marketing nighttime aurora viewing.

The Twin Creeks haul road is congtructed with nor+toxic granite from Fort Knox. To minimize
fugitive dust, FGMI put a high-float surface on the sections of the road nearest to the residences.
The company gpplies calcium chloride and waters the road with awater truck. DNR receives
complaints, particularly from the owner of Cleary Summit B& B about the dust inthe air. The
complaints have not been about the effect on aurora viewing; rather, the issueis more related to
genera qudity of life for the resdents.

DNR has required FGMI to take stepsto control dust. At this point, DNR believes that FGMI
has taken feasible and practica steps. Discussions are continuing, however, to determine if other
measures are practical.
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Inspections. Firgt, State agencies have not observed significant dust at the residences. State
personndl from DNR and DEC have together made over 40 inspections of the haul road. While
dust has been observed in the vicinity of the haul road, none of the inspections have reported dust
problems &t the residences. While mogt of the ingpections were not made specificaly to review
dust levels, the inspectors were aware of the complaints and would have noted dust problems.

Show Survey. Second, snow shows dust accumulated from traffic throughout the winter. If there
were sgnificant dust deposited at great distance from the road, it would show in the snow. At
one ingpection done in February 2002, test pits were dug at intervals from the road to look for
sgns of dust accumulations. Dust was clearly observed at a distance of about 50 feet from the
road, but the evidence of dust diminished as the distance from the road increased. At 200 fed,

no dust was observed in the pits. The nearest resdenceis over 1,000 feet from the road.

Review of Pictures. Third, oneindividua sends DNR frequent pictures of the haul trucks aong
with acomplaint of the dust they generate. DNR reviews these pictures but comes to a different
concluson than theindividud. In large part, but not completely, the agency believes these
pictures show that dust hangs over the road but does not generaly extend to the area of the
residences.

While the Department believes that steps taken thus far are reasonable and gppropriate, it expects
to continue to work with FGMI to minimize fugitive dust. The Department may require other
steps to be taken (for example, DEC has asked FGMI to develop a dust control plan) should the
dust problem worsen, or aternative solutions be discovered.

The problem of fugitive dust has potentid to affect resdentid qudlity of life. It haslittle effect

on the aurora- viewing businesses because it cannot be seen at night. 1t may contribute to the
generd impression that the overnight businesses on the south side of the ridge can no longer
market a“wilderness’ experience because the dust can be seen on the haul road in the daytime.

B. Direct Impacts

Asdescribed in A.1. of this section, the haul trucks cause somewheat different impactsto the
overnight businesses on the south side of the ridge than they do to Mt. Aurora Skiland on the
north sde. The overnight businesses on the south sde have adirect view of the haul road. Mt.
Aurora Skiland is shielded by topography from most of the impeacts.

To the Cleary Summit B& B, Skiland B& B, and the Mt. Aurora Fairbanks Creek Lodge, the
lights are visble, mosily at adistance, but do not shine directly on the busnesses. Thelightsare
visible from the businesses and the owners report that the visible lights detract from the
experience. The sound levd from the haul trucksis audible but relatively low.

To Mt. Aurora Skiland, which atracts the mgjority of the nighttime aurora:- viewing tourigts,
thereisamog no physical impact. Thelights are bardly visible through the trees from the
parking lot and faint noise of trucks can sometimes be heard from the parking lot.
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Most of the aurora-viewing tourists who visit Cleary Summit purchase their tours in Japan.
Northern Economics interviewed three of the Japanese Tour brokers who sell the tours.
According to their report, “When queried by researchers as to whether or not their customers had
experienced any negative impacts from the haul road truck traffic, dl three of the primary
Japanese tour operators that transport customers to Cleary Summit said that they had not
received one complaint (page 2).” Infact, severa Japanese visitors in the most recent season
made return vigts. However, the business owners, especialy Cleary Summit B& B on the south
sde of the ridge have reported that they received some complaints by vistors. Cleary Summit
B& B has shared those with DNR.

All of the Cleary Summit businesses have had a significant decrease in auroravigtorsthis

season.  The business owners attribute thisin large part to the effect of the haul road. Mt.
Aurora Skiland had vistation increases most years from the early 1990s. By 1995/96 the
vidtation was approximately 2,700; aimost 2,800 in 1996/97; an increase to approximately 5,200
in 1997/98; an increase to 5,900 in 1998/99; adight drop to agpproximately 5,000 people the next
year and then in 2000/01 it increased to dmogt 8,000 vidts. Thisyear it dropped to
gpproximately 3,000 vigitors, about as many as vidted the Site in 1996/97.

Mt. Aurora Fairbanks Creek Lodge had a similar but less dramatic drop in viditetion. Vigtation
dropped from a high of 1,051 people in 2000/01 to 657 people this year, which is approximately
the same as the year before. Annud visitation numbers are not available for the Cleary Summit
B& B, but gross revenue dropped from $31,900 in 2000/01 to $18,400 this winter season.

Put another way, Mt. Aurora Skiland, where most of the viewing occurs lost 62% of its business.
The Mt. Aurora Fairbanks Creek Lodge logt 37% of the previous year’ shigh leve of vigtation,
and Cleary Summit B& B lost 42% of its revenue from the previous year’ s high.

The events of September 11™" make these numbers very hard to interpret. The US Department of
Commerce indicates that travel from Japan to the US dropped off more than 50% after
September 11" and that it currently remains at approximately 60% over pre-9/11 levels
(Northern Economics, page 7). The dramatic decrease in Japanese tourism all over the US
makes it impossble to determine the effect, if any, of the haul road on the tourism traffic a

Cleary Summit. Other aurora-viewing facilities that cater to the same market aso report a steep
declinein vigtors.

The same pattern showing the events of September 11" isvisible from the Cleary Summit data.
Vigtation at Mt. Aurora Skiland for August, 2001 was up over the year before. The tota for
September isadso higher in 2001 than in 2000. But beginning in October, after the September
11" events are fully reflected in the numbers, a sharp decline in visitation occurs. Specificaly,
August 2001 shows 42 people; 8 the year before. September 2001 is 301 visits, 167 the year
before. But in October the pattern is reversed: 12 in 2001; 27 the year before. 1n November: 51
in 2001; 116 the year before. The vidtation a Skiland shows that the sharp decline reflected in
this year' s vigtation Started after September.
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After reviewing the physica impacts, reviewing the drop in vistation a the Cleary Summit
businesses, and after interviewing tour operators, Northern Economics, Inc. came to the
following conclusion:

Northern Economics was unable to identify any quantifiable evidence of negative effects

on tourism from operations of the True North haul road. Quditative information from the
Japanese tour brokersinterviewed stated thet, to date, there have been no negative impacts
on the number of vigtorsat Cleary Summit from the operation of the True North haul road.
However, since the road has only been in operation for one year, it is possible that there are
negetive effects from operation of the haul road but they are very smal when compared
with other economic factors (page 2).

After reviewing vistor information, assessment of interviews with Japanese Tour operators, the
physica impacts such aslight and noise, vigiting the sites, and reviewing complaints forwarded
by the business owners, the Department comesto asmilar conclusion. It isvery possible that
there is some impact on the overnight businesses on the south side of the ridge: the two B& Bs
and thelodge. The mgjority of the lossis amost certainly due to September 11'". The average
vigtaion declined in an amount Smilar to ther loss. Other aurora-viewing locations report a
gmilarly gegp loss. Some of theloss in overnight business may be due to the haul road, but it is
difficult to determine how much exactly.

The owners of Cleary Summit B&B have forwarded complaintsto DNR that the noise of the
trucks wakes up their clients. To the extent thisis occurring, it is occurring & very low sound
levels. The lack of complaints to the main booking source, the Japanese tour brokers, and by
other Cleary Summit resdentsindicate thisis an uncommon occurrence. It islikdy that some
clients resent the intrusion into the experience being marketed by Cleary Summit B& B, but
neither the assessment of physical impacts, the interviews with the Japanese tour brokers, nor the
declinein revenuesin light of amilar declines dsawhere support a conclusion that the effects
have been devadtating or very large.

Thereisnot likely to be any sgnificant impact to the Mt. Aurora Skiland where the mgjority of
the viewing occurs. The physical impacts of light and noise are not Sgnificant enough to cause a
sgnificant degradation of the experience. This conclusion is confirmed by interviews with
Japanese tour brokers.

The Department recognizes that the business owners didike the haul road, and especialy the
businesses on the south side of the ridge believe the haul road disadvantages them relative to the
gtuation before the haul road was constructed. However, the Department concludes that the haul
road has not had alarge effect on the number of tourists coming to those locations. 1t will have
an effect on some clients. The business owners believe that it decreases the value of the
experience they can offer, and to some extent it does.
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C. Indirect Impacts (Regional Effects)

Theindirect impact of any decline in tourigts at the Cleary Summit businessesis dependent on

the existence of aregiond effect. If tourists choose not to go to Cleary Summit because of the
mining activity, will they choose to go dsewhere in the Fairbanks Region? If atourist who
avoids Cleary Summit is logt to the Fairbanks area, then there may be important indirect impacts
related to the impacts to the Cleary Summit businesses. If they are not lost to the region or to
Alaska, then the impacts are a transfer between businesses — some lose business, and somegan
— but there is no et loss to the region or State.

To demondrate aregiona impact from the True North haul road, the following must betrue: 1)
there must actudly be an impact to Cleary Summit businesses; and, 2) there must not be
displacement (that is, other locations must not be gaining what islogt a Cleary Summit).

The Actual Impact at Cleary Summit. As noted previoudy, while there may be some impactsto
the businesses on the south sde of the ridge, there is unlikely to be a significant effect on Mount
Aurora Skiland where most of the aurora-viewing occurs.

Displacement. Cleary Summit businesses cater to two categories of tourigts: nightly visitors and
overnight visitors. Mt. Aurora Skiland busses tourists nightly from those based in Fairbanks.
The three overnight businesses south of the ridge market to those who spend the night.

Thereis currently no perfect aternative to Cleary Summit for those aurora:-viewers who prefer to
remain based out of Fairbanks. There are numerous locations from where to view the aurora
within a short drive of Fairbanks, such as the Moose Mountain Ski Area. However, none offer
the same combination of view plus facilities (restrooms, warming aress, food) as does Mt.
Aurora Skiland. However, as noted above, the impact to this tourism group is negligible.

However, there are dternatives for those who wish to spend the night. There are anumber of
businesses that may be too far a drive for nightly visitation, but provide aurora-viewing
opportunities combined with overnight lodging. These include:

Chatanika Lodge

Chatanika Gold Camp

Chena Hot Springs Resort
Arctic Circle Hot Springs Resort
Bettles Lodge

If some aurora-viewing tourist treffic islost to Cleary Summit, someis likely to be picked up by
these businesses.

Displacement from Mt. Aurora Skiland. Viewing the Northern Lightsis aportable activity. The
lights shine everywhere in interior Alaska— not just a Cleary Summit. The advantage of

Cleary Summit isthe view and its proximity to Fairbanks. There are many other locations with a
suitable surrounding and facilities. The advantage of Mt. Aurora Skiland isthat it isableto

handle the volume of tourists in close proximity to Fairbanks in a heeted facility. There are
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other locations around Fairbanks where one can see the northern lights, but Mt. Aurora Skiland
is“by far the primary destination within a haf hour drive of Fairbanks that has good highway
access, parking, and heated aurora viewing concession.” According to the Northern Economics
report (pages 5 and 18):

Currently Cleary Summit [Note: Mt. Aurora Skiland] isthe primary Ste closeto
Fairbanks with a capacity for more than 200 people to wait in warmth for aurora viewing
opportunities; the only dternative currently operationd is the aurora viewing/icefishing
tours that use heated running busses that they charter to the Chena Lakes Recregtion area.
Tour operators have looked for dternate sites in the past. Moose Mountain remains a
potentid dternative, but it is presently undeveloped in terms of a heated facility a the
summit for auroraviewing. Also on the horizon is anew aurora-viewing fadility to be
ingaled by the owner of Chatanika Gold Camp &t the top of the ridge behind his
hotel/restaurant/bar facility, 10 minutes north of Skiland on the Steese Highway.

Thelack of any currently equivaent dternative for the tourists based out of Fairbanks means that
if tourists are logt to Mt. Aurora Skiland, the loss will have some eement of aregiond effect.
Some who lose this opportunity will choose an imperfect replacement — either an overnight say
outsde of Fairbanks or another aternative such as Chena Lakes Recreation area. Some might
choose not to come. Those tourigts in this last Stuation would be an indirect impact of any
degradation of the experience and consequent loss in aurora visitors to Mt. Aurora Skiland.
However, the previous analyss shows that Mt. Aurora Skiland has experienced minima change,
and thus no sgnificant regiond lossislikely.

Displacement from Cleary Summit B& B, Skiland B& B, and Mt. Aurora Fairbanks Creek Lodge.
The distance from Fairbanks is less important for those who plan to spend the night. There are

many more dternatives for this segment of the aurora- viewing tourism market. According to the
Economic assessment of True North Haul Road on Winter Tourism in Alaska,

“The profile of vistors who now go to Cleary Summit Bed and Breskfast, Skiland Bed
and Breakfast, or Mount Aurora Fairbanks Creek Lodge, matches that of those who can
afford to go to the dternative, Chena Hot Springs (page 18).”

Degradation of the experience and loss of tourism traffic a these overnight businesses are much
lesslikely to be associated with a sgnificant regiond declinein tourism. Itismorelikdly to bea
trandfer to other aurora viewing locations. These other locations— Chena Hot Springs,
Chatanika Gold Camp, etc — have room to absorb vistation transferred from Cleary Summit.

Some portion of the tourigt traffic lost to the overnight accommodations on the south Sde of
Cleary Summit may be due to the haul road. Most is most likely due to September 11"
However, a significant portion of the business “logt” that could be attributable to the haul road is
actudly likely to be atrandfer % that is, “gained” by an dternative viewing location. The
Department reaches this conclusion after reviewing the work of Northern Economics; reviewing
price and location for other information within Northern Economics report, and based on the
interviews with tour operators that do not show evidence of lacking aurora-viewing
opportunities.
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D. Summary

Thereislittleimpact of the haul road to Mount Aurora Skiland where most of the aurora-viewing
occurs. That dteis shidded from most of the light, noise, and other effects of theroad. Thereis
likely some leve of impacts to the overnight businesses on the south side of the ridge: Mt.
Aurora Fairbanks Creek Lodge, Cleary Summit B& B, and Skiland B&B. The Department
recognizes that business owners didike the haul road and believe it affects their businesses.
However, based on areview of the physica impacts, the conclusions of Northern Economics,
and the record of interviews with Japanese tour brokers, the Department concludes that the haul
road has not had alarge effect on the number of tourists coming to these locations. The mgority
of the decrease in visitation this yeer islikely due to the events of September 11 1n addition,
much of the decrease that occurs to the overnight businesses south of the ridge can be
accommodated elsawhere in the region and is not alossto the State.
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V. ECONOMIC IMPACT ON THE STATE OF THE
TRUE NORTH GOLD MINE, 24-HOUR HAULING

This section describes the economic impact of the True North Mine Project under the currently
permitted transportation dternative. It assumes the expansion of the mine— thus, afour-year
mine life— and 24-hour hauling asis currently permitted by DNR.

A. Bene€fits

The bendfits to the State of the True North Gold Mine are those outlined under the Economic
Description of the True North Mine. They are summarized below.

Direct Fiscal | mpacts
$4.4 million in payments to the State, Mental Hedlth Trust or the Fairbanks North Star
Borough.

Direct Job, Income, and Purchase | mpacts:
120 new direct jobs over the project’s life with an average wage of $48,270 per year.
$6.5 million in direct annud payrall.
$9.5 million in other direct annua purchase impacts.

Indirect Impacts: Significant indirect benefits as discussed previoudy.

Other Impacts. Asexplained previoudy, the True North Gold Mine could be very important in
protecting the viability and extending the life of the Fort Knox Gold Mine.

B. Costs

The cost to the State of the True North Gold Mine is any losses to the State due to adeclinein
the businesses of Cleary Summit.

Direct Fiscal Impacts The payments to the State (State and local governments) by the Cleary
Summit Business are property tax and bed tax. There will be no change in property tax asthe tax
isunrelated to the volume of tourism business. In fact, the tax rate for resdentia and business
property isthe same at Cleary Summit.

Mt. Aurora Skiland pays no bed tax. The three overnight businesses are expected to pay less
than $80,000 in bed tax over the four-year minelife.  Asprevioudy explained, the Department
does not conclude that there is alarge decrease in volume coming to these businesses asa
consequence of 24-hour use of the haul road. Much of any decrease in the volume of tourists
accommodated by the overnight businesses on the south sde of the ridge will likely be taken up
by other aurora-viewing businessesin the region. Many of the prospective destinations such as
Chatanika L odge, Chatanika Gold Camp, and Chena Hot Springs Resort are within the Borough
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and pay bed tax. It isonly that portion of the decrease in volume that is not taken up esewherein
the region that resultsin lost bed tax. In addition, if some volume decrease is taken up by
businesses outside the borough, there will also be aloss of bed tax revenues. The actua amount
of bed tax revenue lost cannot be determined, but it islikely to be asmal portion of the 4-year
$80,000 total that would have been paid.

Direct Job, Income and Purchase Impacts There would be no significant overdl impact. Loss
to the businesses is not large enough to have an gppreciable, region-wide effect onjobs. It may
impact the owners of the three businesses. At aregiond leve, thelossin income to the owners

of the overnight Cleary Summit businessesis offset to some extent by an increase in income to

other businessesthat gain the “logt” tourigts.

Indirect Impacts There would be no significant impact. As explained previoudy, the
Department does not believe that there is a sgnificant effect on the Mt. Aurora Skiland, where
most of the aurora viewing occurs. Most of the loss to the overnight businesses on the south side
of the ridge islikely to be mostly accommodated e sawherein the region.
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V. ECONOMICIMPACT ON THE STATE OF THE
TRUE NORTH GOLD MINE, 12-HOUR HAULING

The Department has repestedly been asked by the Cleary Summit businessesto redtrict ore
hauling to 12 hours. In fact, comments to DNR from the business owners have remained
congstent: they desire that hauling be restricted to only the daytime 12 hours.

A. Effect Of 12-Hour Hauling On TheMine

FGMI could respond to arequirement for 12-hour hauling by
Redtricting mine operation to 12 hours— mining and hauling for 12 hours.
Mining 24 hours and stockpiling ore during the night and hauling during the daytime
12 hours.

DNR knows of no large mine that restricts mining to 12 hours only. The Greens Creek, Red
Dog, Fort Knox, and Illinois Creek Mines al operate 24-hours per day. The proposed Pogo
Gold Mine would be a 24-hour per day operation. Mining isvery capitd intensve. Redtricting
operationsto 12 hours each day doubles the length of the payback period. An over $70-million
investment with a four-year payback is very different than the same investment with an eight-
year payback.

In addition, the Fort Knox mill is optimized for amix of True North and Fort Knox ore. Once
the mill is optimized, it is difficult or impassible to re-optimize the process for different mix of

ore every 12 hours. For that reason, it is much more efficient for Fort Knox to process a steady-
stream mix of True North and Fort Knox ore 24 hours a day.

FGMI informed DNR that if they were made to haul for 12 hours, they would continue to mine
24-hours per day and stockpile the ore and haul the entire day’ s worth of ore during the 12-hours
in which hauling was permitted. DNR's experience with the mining industry confirmsthis asthe
most likely option. It isthe option analyzed below.

Twenty-four hour mining and 12-hour hauling requires FGMI to shoulder the following
additiond cogts.

Purchasing 9 new trucks o thet the nighttime hauling could be done during the day. Trucks
now run 24 hours per day. Nine trucks run through the night. If nighttime hauling were
eliminated, it would require nine more trucks during the day to move the same amount of ore.
FGMI would purchase tractor-trailers, smilar to the 60-ton capacity units they currently own.
Thiswould smplify operating, maintenance, and warehouse inventories. The cost of these
trucks is $202,400 per truck. The cost of nine trucks is $1.82 million.

FGMI would have to enlarge the stockpile at the True North end of the haul road and creste a
stockpile a the Fort Knox end near the crusher. Currently, the trucks discharge directly into
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the Fort Knox crusher. A significant codt is re-handling the materid from the stockpile
during the night and dumping it into the crusher. The codt is estimated a $0.35/ton. This
cost would apply only to the haf of the ore moved during the day and stockpiled for night.
FGMI egtimatesto haul 3.7 million tons of ore each year. Thetota cost of re-handling is
$0.35/ton times half of 3.7 million tons or gpproximately $650,000.

The cogt of the 12-hour hauling to FGMI is therefore $0.65 million each year for rehandling the
ore plusaninitia cost of $1.82 million to purchase the 9 new trucks. This equatesto atotd cost
of $3.76 million for the remaining three years and $4.4 million if the 12-hour hauling had been
goplied thefirgt year.

B. Economic Impact of 12-Hour Hauling to the State

Exploration Impacts. Animportant long-term economic impact is the loss of revenues for
exploration of the mining digtrict. Some portion of the revenues from True North has been and
may continue to be used for exploration of the digtrict to replace reserves being consumed at Fort
Knox and True North. If larger costs a True North decrease the exploration effort in the digtrict,
it may result in ashorter life of the Fort Knox Gold Mine. Any shorter life for Fort Knox, one of
the Borough's largest employers and its largest taxpayer, would overwhem any other impact
from the decision.

Other Non-Economic Impacts. At present, the main complaint that DNR receives from Cleary
Summit residentsis dust during the daytime. DNR has addressed that concern by requiring

FGMI to surface the section of the road closest to the residences, use calcium chloride, and water
theroad. DNR 4till receives complaints about dust. The amount of dust is proportiond, in part,
to the use of the road. An additiond nine trucks hauling ore during the day will probably result

in anoticeable increase in daytime dust and an increase in complaints and impacts to the
surrounding Cleary Summit neighbors (not just the businesses).

Taxes and Royalties. To the extent that FGMI pays royaty, mining license tax, or corporate
income tax, any increase in cost to the company due to 12-hour trucking will result in lower
paymentsto the State. To date, FGMI confirms that they have not paid royalty or taxes because
True North has not yet made a profit, considering its development costs, purchase and
exploration costs. It ispossible that they may not pay royalty or taxes under the four-yeer life of
the mine. Some leve of royaty or corporate income tax is possible, depending on gold prices
and the amount of estimated reserves that prove up.**

True North Gold Mineis an independent corporate unit for purposes of paying royaty and taxes.
The addition of either $3.76 or $4.4 million in additiona costs due to a 12-hour haul schedule
will delay the time a which the Gold Mine earns a profit and pays roydty/taxes. A 12-hour haul

14 Claim owners who have leased their claimsto FGMI are receiving a percentage of the gross receipts from FGMI.
They owe 3% of that amount as royalty to the State. The State expectsto receive $265,000 in royalty payments
from these claim owners. Thefirst check of $18,500 has already been received. However, this amount does not
vary with mining cost.
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schedule would result in some percentage of that amount that might otherwise be due the State
not being paid.

Economic Gain. The economic gain from 12-hour hauling would be economic benefit from
retaining whatever tourism busnesswould otherwise be lost a Cleary Summit. Asexplained
previoudy, the economic benefit of 12-hour hauling to the State from the businesses a Cleary
Summit isthat the Borough would retain the bed tax that would otherwise be logt. Bed tax losses
would come from those overnight visitorslost a Cleary Summit and not gained by another
aurora-viewing location, or lost & Cleary Summit and gained by alocation outsde of the
borough (which does not pay bed tax). Whileit is not possible to quantify the exact amount, the
tota bed tax paid a Cleary Summit for four yearsis less than $80,000. Thetotd bed tax
revenues lost would be asmdl portion of that amount.

I mpacts from Reasonably Foreseeable Development. This economic anadyss has focused on
the decison remanded to DNR for further economic analysis. It focused on the impacts from the
True North Mine as origindly proposed, and the pit expansion decision that is now before DNR.
No other minerd property or areawithin True North has advanced to the stage where its
permitting can be anticipated. FGMI is, however, exploring the Fairbanks region and focusing

on other targets within the True North cdlam block and within the millStelease. At sometime, it
is possible that FGMI will ask for further enlargement of its mining areaa True North. If this
occurs, it will likely lengthen the time that the road right-of-way isin use for hauling ore.

This change would have no significant effect on the conclusions of this economic andyss. The
economic benefits of the mine and its impact on Cleary Summit businesses are proportiond to
the length of time the haul road isin use. The mine simpacts, both positive and negative,
generdly grow in proportion to the amount of ore mined and the length of time the mine, and
haul road, arein use. If more ore isfound, the direct fiscal impacts; direct job, income and
purchase impacts; indirect impacts, and other impacts grow. Similarly the negative impact on
Cleary Summit businesses aso grow in proportion to the length of time the haul road is used.
Their position relative to each other does not change.

There are two exceptions to this analyss. First, there are two one-time direct fiscal payments
that would not be repeated. Approximately $83,000 of one-time payments to DNR and the
Menta Hedlth Trust for road construction would not be repeated. Thisislessthan 2% of the
direct fisca payments made by the mine to the State (including Mental Hedlth Trugt).

Second, the longer the mine operates, the more likely it will be that FGMI will pay royaty,

mining license tax, or corporate income tax to the State. 1 s0, the 12-hour hauling dternative
would cost the State Sgnificant direct fisca payment. That is, the combined percentage of

profits paid the State include: 3% of profits paid for royaty, up to 7% for mining license tax, and
9.4% for corporateincometax. Intheory, approximately 19% of any additional cost, such as that
required for 12-hour hauling would be born by State in the form of lower tax and roydty
revenues. In practice because of deductions, the amount paid the State is usudly far lower than
19% of profits. However, the longer the mine operates, the greater the likelihood that some
portion of the cost of 12-hour hauling will be borne by the State in the form of lower roydty and
tax payments.
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C. Summary

With respect to the option of prohibiting nighttime hauling, this economic impact andyss

focuses on the economic impact to the State and the businesses. The andys's shows that
prohibiting nighttime hauling would have no large benefit to the State, and could possibly have a
negative effect. The most significant cost would be asmall transfer of business from overnight
businesses back to Cleary Summit from other aurora-viewing busnessesin theregion. Thisis
not an effect that merits the additiona cost: $3.76 million cost if the stipulation was applied
today or $4.4 million if it had been gpplied at the time of the origind permitting decison. In
addition, the possibility of a decrease in future roydties or tax revenues, or any effect on the
long-term viability of Fort Knox is of much greater economic impect to Fairbanks and to Alaska
than the bed tax revenues to the Fairbanks Northstar Borough that would be recovered because
of a 12-hour hauling prohibition.
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VI. DECISION

DNR isrequired under AS 38.05.850 to “give preference to that use of the land that will be
greatest economic benefit to the Sate and the development of itsresources.”  In meking that
decison, DNR has eva uated the economic and non-economic impacts to the State including

those to Cleary Summit residences and business. DNR takesitsinitia direction from gpplicable
land use plans. DNR's applicable land use plan for State lands, the Tanana Basin Area Plan,
designaesthe primary use for State land in the Cleary Summit areato be minerd development.
Recreation is a secondary use to the extent that it does not interfere with minera development.

The TananaBasin Area Plan was adopted and revised after along and extensive public process
involving many rounds of mestings and commernt.

When making a decison under AS 38.05.850, DNR looks a economic impacts, including fiscd
and other impacts. However, DNR does not redtrict its view to only those quantifiable economic
impacts. If DNR viewed its responsibility under Section .850 as afiduciary responshility to
maximize economic return, it would not have established as stringent noise and light stipulations
asitdid. The Department takes alarger view of its responghbilities, including its concern for
neighbors and its concern for the overal hedlth of businesses — mining or otherwise — that use
Sateland. DNR attempts to maximize return to the State and minimize negetive effects to the
State or to other groups. Negative effects cannot dways be avoided completely. For example, it
would be unlikely that DNR would require millions of dollarsin private mitigation to achieve a
few thousand dollars of additiona benefit to particular businesses. DNR isaso aware of its
fiduciary respongbility to maximize income on School Trust and Mentd Hedth Trust lands. A
portion of the right-of-way crosses School Trust and Mental Hedlth Trust land.

Inits previous decison, DNR evduated dl of the impactsto the Cleary Summit residents and
busnesses. DNR had previoudy come to the conclusion that it had appropriately balanced
impacts to the mining company and impactsto theresdents. DNR previoudy considered the
fact that residents surrounded by State land do not have an absolute right to be “noise freg” and
“light free” The public has aright to use the road. The State and others have aright to develop
the land, even though it affects the “noise freg’ and “light freg” environment, especidly near a
highway in an area zoned and planned for mining and genera use. DNR previoudy concluded
that the effort to condition the mining use alowed by DNR'’s statutes and plans so that it does not
harm other businessesis thus a question of reasonableness and baance. DNR previoudy
imposed what it believed were reasonable standards that would decrease the potential impacts to
residences and businesses, including the economic impacts.

In this decision, DNR further evaluated the economic impacts to the State and the Cleary Summit
businesses. After that additiona evauation, the Department affirmsiits previous decison, that
use of the North Pedro route for an access and haul road between the True North Mine and the
Fort Knox Mill provide the greatest economic benefit to the State and the development of the
State’ s resources.

The Department comes to this conclusion for dl of the reasons outlined in the origind decison.
This economic analys's provides additiona quantitative evidence to support that origind
decison. This economic analysis has shown the large direct, indirect, and other benefits of the
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True North Gold Mine to the State and FNSB. In comparison, after millions in mitigation and
ggnificant stipulations to reduce the effect of noise and light on the qudity of lifein the
subdivision, nearby residences and businesses, the economic loss to the State from the effect on
Cleary Summit businessesis quite smal.

For these reasons, | hereby affirm the Department’ s original December 20, 2000 decision on the
True North Project.

/s June 12, 2002
Robert Loeffler, Director
Divison of Mining, Land & Water

A person affected by this decision may apped it, in accordance with 11 AAC 02. Any gpped
must be by July 2, 2002 and may be mailed or delivered to Pat Pourchot, Commissioner,
Department of Natural Resources, 550 W. 7th Avenue, Suite 1400, Anchorage, Alaska 99501,
faxed to 1-907-269-8918, or sent by eectronic mail to dnr_appeals@dnr.state.ak.us. This
decison takes effect immediatdy. If no apped isfiled by the gpped deadline, this decison
becomes afina administrative order and decision of the Department on the 31% day after
issuance. An dligible person must first gpped this decision in accordance with 11 AAC 02
before appealing this decison to Superior Court. A copy of 11 AAC 02 may be obtained from
any regiond information office of the Department of Natura Resources.
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