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CHAI R JAY RAMRAS cal led the House Special Committee on Econom c
Devel opnent, International Trade and Tourism neeting to order at

5:19 p.m Present at the call to order was Chair Ranras.
Representatives Tuck and Neurman arrived as the neeting was in
pr ogr ess. Al so present were Senator Menard and Representative
Stoltze

5:20: 00 PM

Present ati on: Port MacKenzi e Rail road Extension
5:20: 31 PM

REPRESENTATI VE RAMRAS announced the first order of business
would be a presentation on the Port MucKenzie Rail Extension
project by Rick Mystrom the former mayor of Anchorage, and Pat
Ganbl e.

5:20: 49 PM

RICK MYSTROM Econom ¢ Devel opnent Advisor, Matanuska- Susitna
Bor ough; Consultant, Alaska Railroad Corporation (ARR), inforned
the conmttee he is working on behalf of the WMatanuska-Susitna
Borough and the Alaska Railroad Corporation (ARR), coO-sponsors
of the Port MacKenzie Railroad Extension project. He prefaced
his remarks by calling attention to the three tines in the past
30 years of Alaska's history when state governnment and the
| egi slature have had the need, or the opportunity, to help the
econony. Firstly, in 1981, after the loss of jobs from
conmpletion of the Trans-Al aska Pipeline System (TAPS), the
| egislature and the Hammond Adm nistration created a program
t hat gave $1,000 per citizen per year, for three years, to each
community for capital projects. Secondly, in 1986, the econony
was down again, but the state pulled back to save noney thus
creating a depression, and right now is the "third opportunity,

or the third time of need." He opined the econony is starting
to go down; however, that is the time for the state to invest in
infrastructure and projects that create jobs. M. Mstrom then
began his presentation on the rail extension project and its
econonic benefits to Anchorage, Mat-Su, Denali Borough, and
Fai rbanks; he called this area the "central Al aska regional
econony. " Because this is the tinme of economc uncertainty
about the econony, energy availability and costs, gas line
constructi on, the future of TAPS, the  Small Busi ness

Adm ni stration contracting program for Native business, and
explorations in the Chukchi and Beaufort Seas, it is also the
time for the state to think about infrastructure investnent.
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Known for certain are two things: Alaska' s econony is not fully

di versifi ed, and t here i's a | ack of transportation
infrastructure that is needed to pronote econom c devel opnent.
M. Mystrom advised that the nmjor solution to the

transportation infrastructure problemis the rail extension from
Port MacKenzie to the mainline of the ARR

5:26: 20 PM

MR. MYSTROM di splayed slide 4 of the presentation titled "Rail
Extension Project: Econom c Benefits to the Central Al aska
Regi onal Econony," that was a map of the three options for a
rail extension from Port McKenzie to the minline under
consideration by the U S. Departnment of Transportation Surface
Transportation Board. The three options are: a |ine passing

near Big Lake; one of two l[ines to Houston; or a line to WIIow
A decision fromthe transportation board is due in March

5:27:34 PM

REPRESENTATI VE STOLTZE asked whi ch option was best.

5:27:51 PM

MR. MYSTOM opined the Houston option was best; however the
federal governnment will nake the choice based on environnenta
i Ssues. He then item zed what the rail extension would nmean to
the regional econony: (1) opens up the Interior to resource
devel opnment; (2) facilitates the developnment of a world class
[ i mestone deposit in Livengood north of Fai r banks; (3)

facilitates the devel opnent of a cenent production facility near
Fai rbanks; (4) opens wup a developnent corridor along the
Rail belt to the exploration and extraction of mnerals; (5)
i nproves the transportation of |ower-cost fuel to Interior and
Sout hwest Al aska; (6) inproves the conpetitiveness of Al aska
coal and other aggregate mnerals; (7) reduces transportation
and staging cost for construction of the gas pipeline; (8)
i ncreases enploynent in the Mat-Su, Denali, and Fairbanks North
St ar Boroughs, and Anchorage. M. Mstrom advised that the rai

extension will have the aforenentioned inpacts because it 1is
wor ki ng together with Port MacKenzie. He explained that Port
MacKenzie is a bulk compdities port, not a consuner commodities
port like the Port of Anchorage; therefore, it conplenents,
instead of conpeting wth, the Anchorage port because the
Anchorage port does not have sufficient space to stage aggregate
shi prment s. In fact, Port MacKenzie has 9,000 acres, or 14
square mles, of industrial zoned land that does not conpete
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wi th housing or commercial zoning. Slide 12 showed that Port
MacKenzie has a 60 foot nean |low tide that can accommbdat e ships
that cannot get into the Port of Anchorage; furthernore, there
is no dredging required. In response to Representative Stoltze,
he estimated the dredging costs in Anchorage are $13 million per
year to the federal governnent.

5:32:31 PM

MR. MYSTROM advi sed al though the Port of Anchorage wll "always
be the nost inportant port in Al aska,"” Port MacKenzie can handl e
panamax vessels that traverse the Panama Canal, and capesize
vessels that are too big for the Panama Canal. |In addition, the
port is designed to handle barges carrying bul k cormmpdities such
as mnerals, coal, and aggregate. Slide 15 displayed the
pl anned construction of the barge dock expansion area to be
conpleted this sunmer. Further work to accommopdate tractor-
trailer truck loading and unloading is permtted and "ready-to-
go." M. Mstrom asked Pat Ganble to describe the function of
the rail |oop displayed on Slide 17.

5:34:14 PM

PAT GAMBLE, President and CEO, Alaska Railroad Corporation,
expl ained that when the railroad is hauling bulk cargo Ilike
gravel, the preferential way to approach the cargo and depart
the area "is to conme in head-in, |oad, and head back out. W
don't do that in the Port of Anchorage, we break the train up."
Moving the train in parts and pieces is very inefficient; in
fact, wth a loop track Ilike the one designed for Port

MacKenzie, the entire train can off-1oad al nost simnultaneously.
5:35:20 PM

MR. MYSTROM encouraged the committee to think about how cost-
effective it would be to transport all of the mnerals and

products from the Mat-Su, Denali, and Fairbanks North Star
Bor oughs south and back. Slide 18 displayed the potential pipe
storage and staging area available to the Port. He descri bed

the indirect shipping procedure for pipe currently going to the
Liberty Mne on the North Slope, and the potential for cost
savi ngs by shipping pipe from Japan directly to Port MacKenzie.
Slides 19-21 displayed various construction projects in the
surrounding area. Slide 22 displayed the MV Susitna that is a
new i ce-breaking ferry currently under construction in
Ket chi kan. He said the ferry will be christened in March and
in-service by April of 2011.
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5:38:19 PM

REPRESENTATI VE RAMRAS announced the upcom ng hearing with Al aska
Ship & Drydock, Inc. He described various aspects of the MV
Susi t na.

5:38:44 PM

REPRESENTATI VE STOLTZE -expressed his trepidation over the
managenent of the ferry.

5:39:27 PM

MR. MYSTROM di spl ayed slide 28 that showed the ferry route from
Kenai to Anchorage, Port MacKenzie, and Tyonek. Slide 29
displayed the recently constructed ferry termnal at Port
MacKenzie. Slide 33 displayed the estimated nunber of jobs that
woul d be created by the project: 3,000 construction related jobs
from 2010-2013; 500 Port MacKenzie construction related jobs
from 2010-2013; 4,000 private sector mning jobs along the rai

line; 3,500 industrial devel opnent jobs in Port MacKenzie. The
job estimates were provided by HDR, Inc. and the UAA Institute

for Social and Econom c Research (I SER). M. Mstromturned to
the status of the rail extension project and said that $10
mllion has been spent on the environnental inpact study that
will be available in March. Presently, $17 mllion is being
spent on the construction of the |oop; however, $57 mllion is
now needed from the state to keep the project going. Finally,
conpletion of the project will cost an additional $175 mllion

for a total of $225 mllion.
5:41: 56 PM

REPRESENTATI VE RAMRAS asked Representative Stoltze in his
capacity as a Co-Chair of the House Finance Commttee, "What
could be nore inportant to this region than including in the
state's capital budget, $57 million for this project?"

5:42:19 PM

REPRESENTATI VE STOLTZE suggested the admnistration should be
asked why this project was not included in the base of the

capi tal budget. He opined this project 1is unique, would
diversify the Mat-Su econony, and would tie the economc units
of the region together; in fact, support for this project even
conmes from communities outside the region. He has heard that

HOUSE EDT COWM TTEE - 6- February 9, 2010



the railroad sonmetimes has a |loss of revenue, but that is the
only "negative." Representative Stoltze said he was "baffled"
that this project was excluded from the governor's capital
budget as the budget did include projects with |ess statew de

i mpact .
5:43:58 PM

REPRESENTATI VE RAMRAS asked Representative Neuman to address the
opportunities for resource devel opnent in the area.

5:44:14 PM

REPRESENTATI VE NEUVAN sai d t he resource devel opnent
opportunities go to the export of coal and other mnerals. The
expansion of the port itself could include gas-to-Iliquids
facilities and tank farns to help distribute Alaska resources
around the worl d. Port MacKenzie is a key conponent. He said
he would conpare the cost of this project with other prograns
that are spending noney on capital projects, but the highest
priority is for capital projects that <create further job
opportunities for Al aska.

5:45:52 PM

SENATOR MENARD asked whether this presentation has been brought
forward to the governor; actually, others nmay not be aware of
"how far this project has noved al ong."

5:46: 45 PM

MR. MYSTROM advi sed the governor had seen the first stages of
the presentation. He said the governor had no objection to the
project; however, the capital budget was already going to the
| egi sl ature.

5:47:41 PM

REPRESENTATI VE STOLTZE observed the governor has suggested a
capacity of $100 million worth of add-ons from the |egislature
and this project would be "a 60 percent bite for just the WMat-
Su. "

5.47. 48 PM

MR. MYSTROM acknow edged it is difficult to explain to soneone
outside the region why it is best for this anount of nobney to go
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to one region. He conpared spending $225 mllion on this
project to an equal anobunt put in the Constitutional Budget
Reserve (CBR); the noney put in this project could create 3,500
j obs beginning right away, but the sane amount in the CBR "m ght
get an extra job and a half for an account ... nopney manager in
New York." He then asked, "Wich is best for Al aska?"

5:49: 26 PM

SENATOR MENARD encouraged the presenter to make this argunent
before the governor.

5:50: 00 PM

REPRESENTATI VE RAMRAS suggested that the presentation should be
put on the calendar again in early April when the final
deci si ons are bei ng nade.

5:51: 24 PM

MR. GAMBLE turned to the subject of the operational cost of the
proj ect. He stressed that once the track is built, unlike a
road, the state does not have to maintain it as ARR crews do the
mai nt enance on the infrastructure. The ARR has conpared the
cost of a train going to Seward with one going to Port MacKenzie
with a specific load, but it did not include the analysis of the
vol unes designed to nove bulk mnerals to |arge ships. These
products are purchased in bulk and "when you start adding that
bulk up, and the nunber of trains, and the «cycle tine

i nprovenent that you get ... you're starting to talk sone rea
money." This would enable the railroad to turn that profit back
in as capital investnent; in fact, the mssion of the railroad

is economc developnent and he gave exanples of capita
i nprovenents in which the railroad has invested mllions of
dol | ars. M. Ganble imagined the state and |egislature would
ook at this worthwhile project not as an expense, but as a
super-investnent to get the kind of custonmers and business that
t he state government wants.

5:53:45 PM

REPRESENTATI VE STOLTZE expressed his belief that opening this
area is also a benefit for other regions of the state.

5:54:57 PM
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REPRESENTATI VE RAMRAS observed that the transportation comittee
and the full Chanber of Commerce in Fairbanks have endorsed the
rail extension. He then asked M. Ganble for the inpact on the
rail extension if the port is not conpl et ed.

5:55: 38 PM

MR. GAMBLE opined this is an opportunity to design the area for
its potential custonmers and custom ze the approach, dock, and
off-load capability for handling Al aska's mneral products. He
remar ked:

Driving down to the edge of the bluff and then not
being able to deliver it to that |largest ship that you

saw ... wouldn't work.... It's a system and that
part of the system being inconplete would ... be
probl emati c. You would still be able to nove things,

but at very small volunes, and not at anywhere near
the potential."

5:57:53 PM

MR. GAMBLE, in response to Chair Ranras, assured the comittee
that growing the port can inprove Alaska' s connection to the
rest of the Pacific Rim however, when the port is marketed to
custoners, it nmust be ready to produce huge volunes of Interior
resources for a foreign custoner.

5:59: 06 PM

JOHN  DUFFY, Bor ough Manager , Mat anuska- Susi t na Bor ough,
di splayed a map that illustrated the |ocation of Port MacKenzie
in the Mat-Su Borough. He opined that although the Mat-Su
Bor ough covers 25,000 square mles, Anchorage and Mat-Su are in
one regional econony which is connected to the Interior. M.

Duffy informed the conmttee that the Mit-Su Borough is
exceedi ng forecasted high growth rates and displayed slides from
a presentation titled "Southcentral Rail [Extension] Project,"
that showed the changes brought about by adding transportation
infrastructure to various areas over a 20-year period. The
growh rate in the borough has been about 4 percent for the |ast
10 to 15 years, and is at 2.5 percent to 3 percent today. He
predicted that the population wll double by 2019 and the
bor ough needs to have econom c opportunities for everybody. M.
Duf fy displayed slides of new schools and other capital projects
in the borough. In response to Senator Menard, he confirnmed
that the schools shown are the first Leadership in Energy and
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Envi ronnental Design (LEED) high school and niddle school in the
state, and both were built ahead of schedul e and under budget.

6: 02: 59 PM

REPRESENTATI VE RAVMRAS asked for the nunber of construction jobs
in the area and what percentage are local hire.

6: 03: 19 PM

MR. DUFFY said there are approximately 325 jobs and there is 98
percent | ocal enpl oynent.

SENATOR MENARD  expressed her appreci ation for [ Neeser
Construction, Inc.].

6: 03: 48 PM

REPRESENTATI VE RANVRAS agr eed.

6: 04: 09 PM

MR. DUFFY then turned attention to the Southcentral Rai
Extension and explained that the rail extension wll "work"”
because it is connecting to the northern-nost deep-draft dock in
North Anerica. It is also the only place in Alaska with room
for a 100 car rail |oop adjacent to tidewater deep enough for
capesi ze vessels. To expand on the previous presentation, he

noted that the land is zoned for conmercial and industrial
devel opment and the borough owns title to the tidelands.
Furthernore, the barge dock expansion to the deep-draft dock is

fully permtted and will be built with economc stinmulus funds
beginning in March and conpleted in Cctober; in fact, the dock
wll operate year-around and ice is not a problem M. Duffy

turned to the subject of the MV Susitna and rem nded the
conmttee that it was the Mat-Su Borough, one of the partners
building the ship along with the Ofice of Naval Research and
[ Alaska Ship & Drydock], that required that the ferry was built
in Al aska. He displayed slides that showed the operation of the
car barge and said when the car barge is down, the vessel has a
draft of four feet which allows it to |load on the beach. When
the car barge is up, the vessel operates as a catamaran and
travels at a speed of 35 knots. The MV Susitna is the first
i ce-breaking catamaran in the world. M. Duffy continued to the
di scussion of the Southcentral Rail Extension and displayed a
slide that showed the Environnmental Inpact Statenent (EIS)
corridors and repeated several slides that were shown earlier
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He pointed out the construction of the rail loop is in progress
because it is outside the boundaries of the EIS. Addi ti onal
slides displayed the borough's visions of off-loading coal from
a train to ships, and | oading cenent for export.

6: 09: 26 PM

REPRESENTATI VE STOLTZE asked for a description of how the cost
of cenent can change the econom cs of construction.

6: 10: 07 PM

MR. DUFFY affirmed that cenent has been inported into Port
MacKenzie from China and that has |owered the price of cenent in
the market in Southcentral by "several mllion dollars."”

6: 10: 30 PM

REPRESENTATI VE STOLTZE related sonme of the history of the
fundi ng and support for the rail extension.

6:11: 57 PM

MR. DUFFY continued to say that the rail extension also has
national security significance because the large |ay-out areas
allow mlitary equipnent to be |oaded onto ships very quickly
wi t hout |ightering. He reviewed other benefits of the project:
$533 mllion in transportation savings to the state over 20
years; a benefit cost ratio of 1.9:1; benefits to the state from
new nmnes; and $6.3 billion in state revenue. M. Duffy said
the project is an answer to the dwndling oil fields on the
Nort h Sl ope.

6: 13: 18 PM

REPRESENTATI VE RAMRAS asked for details on the estimated state
revenue and gross netal val ue.

6: 13: 43 PM

MR. DUFFY expl ained that the gross netal value is estimated over
a 30-year period and the state revenue estimate is based on
projected royalties, corporate inconme taxes, pernmt fees, and

per manent j obs. In response to Chair Ranras, he agreed that
this is the foundation necessary to build comunities.
Addi tional benefits include: cost savings on the construction

of the natural gas pipeline and the benefit of $61 million to
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$737 mllion per year for 100 years from the devel opment of

I nterior resources. Turning to the subject of rail project
scheduling, he said the project is alnbst conplete wth Phase 2,
and is need of $57 mllion to continue on with Phase 3. M.

Duf fy concluded his presentation by noting that 2013 remains the
schedul ed conpletion date for the project.

6: 15: 52 PM

REPRESENTATI VE RAMRAS prai sed the worthi ness of the project.

6:16: 03 PM

SENATOR MENARD t hanked t he presenter.

6:16: 55 PM

REPRESENTATI VE TUCK observed that the two cheapest neans of
transportation worldwide are water and rail. In fact, the
railroad is the veins and vessels of the U S economc system
and part of the reason the U S. is a superpower. He opined that
Al aska needs to benefit from its resources; however, his

experience on the airport planning comm ssion revealed that the
Ted Stevens Anchorage International Airport is out of room for

air freight, and expansion to Port MicKenzie for water
transportation and rail would conplete the transportation
systens of water, rail, and air. Representati ve Tuck expressed

his enthusiasm for the project.
6:19: 55 PM

PAUL METZ PhD, DIC, P.G, Director, Mneral Industry Research
Labor at ory, University of Alaska Fairbanks, informed the
coommittee he was the principal investigator on the feasibility
studies for the rail extension from Eielson to Delta Junction,
and for the extension of the ARR to the Canadian rail system and
the contiguous states. Dr. Mtz said he would enphasize two
points; an overview of how the mneral freight forecasts were
devel oped, and that this project is part of a large statew de

system and is not "sinply a WMat-Su Borough project.” An
exam nation of the extension must first determne what the
railroad will haul. Rai lroads carry heavy freight, mnerals,

concentrates, grains, and heavy nmachinery, and Alaska has
enormous mineral and energy resources with the potential to
supply much of the mneral and energy needs of the U S. and the
Pacific R m The vision of the rail extension is to tie
Fai rbanks with the industrial center of North Anerica; however,
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to provide that system ARR nust connect efficiently with the
deep water port at Port MacKenzi e.

6:23:41 PM

DR. METZ presented slide 4 from a presentation titled "Mnera

Cccurrences and Potential Sources of Freight for the Al aska
Rai | road Extensions-Port MacKenzie to the Canadi an Border," that
indicated every Anmerican born needs 3.7 mllion pounds of
m nerals, netals, and fuels in their lifetime. He observed that
the primary benefit of resource developnment is the resources
consuned for survival; the secondary benefit s revenue.
Regarding the freight estimtes on the rail connection from
Point MacKenzie to the ARR minline and on through to the
Canadi an border, he stated that the study is based on data that
has been conpiled by the U S. GCeol ogical Survey (USGS) and the
Department of Natural Resources (DNR) Division of Ceological &

Ceophysi cal Surveys. Furthernmore, mneral deposit nodels used
for the freight forecasts are developed by the USGS with data
conpiled from mneral occurrences worldw de. M neral deposit

types were then examned for their economc feasibility in
Al aska under current price levels and the cost of production.
The USGS database includes about 7,500 mneral occurrences in
Al aska and a simlar nunber in Yukon and British Colunbia al ong

the proposed rail route. Dr. Mtz opined that some of the
af orenentioned resources wuld go to tidewater at Por t
MacKenzie, to tidewater at Skagway, or to Chicago. The

di scussion of mneral sources nust include quality and quantity;
in fact, quality and quantity determ ne the econonmcs, and the
price of production. Except for precious netals, the big cost
of production for nost netals is transportation. Product s
produced from mnes are "low unit value products” that cannot be
haul ed on trucks but have to go on rail to ships and then to
mar ket as quickly as possible. For exanple, he displayed slides
7 and 8 that were data curves for the relationships of the
quality of resource for nolybdenum deposits simlar to the
nol ybdenum copper, and gold deposits found at the proposed
Pebbl e M ne project. Dr. Metz stated that his report exam ned
the rel ati onshi ps between quantity and quality and | ooked at the
probabilities of the mneral occurrences being economc at
current price |evels and under existing cost conditions. Slide
10 displayed the various cost paraneters such as mne capita
and operating cost, infrastructure cost, and revenue estinates
based on a 10 percent rate of return on capital.

6: 28: 35 PM
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REPRESENTATI VE STOLTZE asked whether the mneral occurrences are
| ocated wthin reasonable distances from the proposed rai
corridor.

6: 28: 53 PM

DR. METZ stated that the occurrences are within a 100 mle w de
corridor of the proposed route, so sone are distant. For
exanple, the Fort Knox deposit is right on the road system and
near a source of power. The Pogo Mne is further away from a
source of power, but it is a very high grade deposit; thus this
conmbination of quality and quantity of ore determnes the
economni cs. He displayed slide 11 that indicated 887 known
m neral occurrences found along the proposed 100 mle corridor
bet ween Port MacKenzie and the Canadi an border. He opined that
because the report forecasts are made on the probability of
known occurrences, they are conservative.

6: 30: 54 PM
REPRESENTATI VE RAMRAS passed the gavel to Senator Menard.
6:31: 10 PM

DR. METZ said the known occurrences in the corridor include
alnmost all of the mneral comobdities consumed in the nation.
He pointed out the price data displayed on slide 15 is conplied
as of January 2007; actually, price levels today average 20
percent higher. He anticipated that prices will continue to
rise with the rise of the economes of China and India, "way
beyond the price levels that we saw over the last several
years."

SENATOR MENARD returned the gavel to Chair Ranras.
6: 33: 18 PM

DR. METZ displayed slide 17 and stressed that his report also
used very conservative estimates of probability for the
devel opnent of known m neral occurrences. Slide 18 showed that
the expected tonnage at 50 percentile tonnage and grade is
11, 000, 000 tons per year for 100 years, and the expected tonnage
at 90 percentile tonnage and grade is 26,000,000 tons per year
for 100 years. He added that the expected gross netal value of
each is related to the contribution of resource devel opnent to
communities and to the state. For exanple, slide 19 showed that
the economc benefit of the Fort Knox Mne, in salaries,
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suppl i es, secondary incone effects, and taxes, was estinmated to
be $100 million per year to the Fairbanks North Star Borough in
1999. Furthernore, over its 12-year expected life span, the
mne is returning to Fairbanks its entire gross netal value.
Dr. Metz concluded that his 2007 estimate for the gross netal
val ue of resource devel opnents along the proposed rail route was
about $83 billion.

6: 35: 46 PM

CHAIR RAMRAS asked Dr. Metz to offer his presentation to the
resource conmttees of both |egislative bodies, and highlighted
the statistics that indicate a 100 percent return on the value
of m nerals.

6: 36: 58 PM

REPRESENTATI VE STOLTZE encouraged efforts to get information
fromthe presentation to the governor or his staff.

6:38:11 PM

STEVE COLT, Associate Professor of Econonics, University of
Al aska Anchorage (UAA) Institute of Social and Econom c Research
(I SER), enphasized that one of the main points of today's
presentations is that Alaska has an integrated regional econony
extending from throughout Southcentral, the Interior, and up to

Fai r banks. Dr. Colt pointed out one interesting benefit that
has not been presented previously is the estimation of the
reduction of the traffic in the Palnmer Wsilla corridor. In

fact, 22,000 train crossings at Pittman Road and other roads
could be avoided by the extension, thereby saving notorists up
to 64,000 vehicle-hours of waiting tinme between now and 2061.
He reviewed other transportation benefits of the rail extension
to Port MacKenzie. Slide ES-2 from the presentation titled
"Benefit-Cost Assessnent of the Port MacKenzie Rail Extension,"”
revealed the diversity of the sources of the transportation
benefits, showing that the savings conme not only from the
shipping of the gas pipeline pipe, but from savings on the
shi pping of other nmaterials. Dr. Colt said another point that
has not yet been enphasized is the increase in jobs from the
"build-out” of the industrial land at Port MacKenzie which, wth
the ferry connection, allows Anchorage to share in the benefit
of jobs fromthat devel opnent.

6:43: 46 PM
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DR. COLT confirned that the estimtes for royalties, taxes, and
mning license fees are from Dr. Metz's detailed mne nodels,
including what would go to the state under existing statutory
f ormul as. He opined a great deal of work was done to get the
nunber "accurate and not be |eading anybody on."

6:44: 24 PM

CHAI R RAMRAS pointed out that the conpletion of the project in
2056 woul d al nbost coincide with Al aska's centenni al.

6:45:18 PM

DR. COLT expressed his understanding that the analysis is cut
off at 2056 because that is the tinme the three mnes exam ned
may cease operations. He then turned to the subject of the
| ocation of the jobs resulting from the devel opment of three
large mines and a cenment and |inestone operation. During the
initial developnment there would be billions of dollars going
into the econony and Dr. Colt's task was to determ ne where
those dollars would go, particularly in the Anchorage econony.
He pointed out that the jobs, not necessarily in Anchorage, but
likely held by Anchorage residents, would accrue to al nost all

sectors of the econony, including direct jobs in mning, and
indirect jobs resulting from purchases of goods and services to
support the mning operations. Over time, the estinmated nunber

of jobs grows to over 2,000 held by Anchorage residents;
noreover, many of the indirect jobs are in good paying sectors
such as information technology, |aw, banking, and other high
quality jobs that are associated with developing and running a
maj or worl d-class mneral deposit.

6: 50: 50 PM

JOE PERKINS inforned the commttee he is a former conm ssioner
of the Departnent of Transportation & Public Facilities (DOT&PF)
during the Know es' Administration and is presently assisting
the Mat-Su Borough with the developnent of the rail extension
project. He described his early experience in Al aska and opi ned
that nore than any other transportation capital project, the
construction of the George Parks Hi ghway (Parks Hi ghway)
contributed immensely to the econony of the Railbelt and the
state. Since that time, other transportation projects have had
an inpact on local and regional economes, but not statew de.
He then spoke of the need to diversify the econony of the state
and noted that little has been done in this regard. M. Perkins
st at ed t hat econom c devel opnent IS dependent on a
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transportation infrastructure being in place to support that
devel opnent . For exanple, a nmajor cost to the Red Dog Mne is
transportation. He said the needed infrastructure in Alaska is
not in place to support econom c developnent and to diversify
the econony, create jobs, and enhance econom c devel opnent
opportunities, the state nust participate in the process by
providing infrastructure to support developnent, particularly
resource developnent. A project that will provide great future
econom ¢ benefits is the rail extension fromthe ARR mainline to
Port MacKenzi e. This extension would solve the economc
transportation problem and assist in resource devel opnent
t hroughout the Rail belt. Funded by | egislative appropriations
totaling $27.5 mllion, the ARR and the Mat-Su Borough have
cooperated on this project for three years. M. Perkins listed
the acconplishnents of the project to this date and noted that
if the funding request is granted, a construction contract for
the first ten mles of the extension could be bid late this
sutmer, and the design for the rest of the route could be
conpl et ed. M. Perkins summarized that the devel opnent of Port
MacKenzie woul d provide a |arge scale economc benefit to all of
Al aska; therefore, the state should make the funding avail abl e,
because as the opening of the Parks H ghway supported the
construction of TAPS, the rail extension would support the
construction of a gas pipeline.

6: 58: 56 PM

REPRESENTATI VE STOLTZE expressed his appreciation to M. Perkins
for the work he has done for Al aska and the Mat-Su Borough.

7: 00: 25 PM

REPRESENTATI VE TUCK asked how former Governor Hickle's plan to
build a railroad to Russia would affect the econony of Al aska.

7:01: 07 PM

MR. PERKINS observed a railroad would be good to have; however,
crossing the terrain would be very difficult.

7:01: 23 PM

DAVE TALERI CO  Mayor, Denali Borough, expressed his strong
support for the rail extension to Port MacKenzie. He opined the
project is one of the nobst inportant major |ong-term economc
benefits to pursue for the WMat-Su Borough, the Denali Borough,
all of the communities in the Interior, and the state. The
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region's bulk natural resource devel opnent has an "incredible
future for us" and is inportant for the econony and the future.
He said he was calling from Healy and if the rail extension to
Port MacKenzie is conpleted, Healy would be about 225 miles away
from tidewater, about 253 mles away from Anchorage, and about
377 mles away from Sewar d. M. Talerico recalled his visit to
Port MacKenzie and spoke of the opportunities to nove coal,
timber, gravel, linmestone, oil, and gas that will open up the
Pacific Rim and serve Al askan coastal comunities as well. He
expressed his excitenent at the potential for long-term good
jobs for residents and was particularly interested in the

di scussi on about cenent. He related that in 2008, the US.
inmported nmore than 11 mllion metric tons of cenent. Oh a
national scale, it is inportant for Alaska to provide products
for North America rather than inports from overseas. I n
conclusion, he stated that the Denali Borough Assenbly passed a
resolution in support of the project; in fact, this project

ranks in the top three of the infrastructure projects that
shoul d be done.

7:05: 01 PM

BOB LACKER, Vice President, Business Developnent, CH2VH LL
informed the commttee that the rail extension is of interest to
CH2MHI LL because they are nodular fabricators for large oil and
gas operations on the North Slope. CH2ZMH LL al so buil ds nodul es
for mning projects around the state, nbst notably at the Red
Dog Mne where it built and installed nearly all of the nodul es.
M. Lacker explained that the fabrication shop in Anchorage
produces "truckable" nodules that are between 20-115 tons and
that could be built at Port MacKenzie since the shortage of |and
and high prices nake Anchorage "a tougher place to do business.™
He noted that as his conpany searches the state for locations to
build nodules and service the oil industry, the availability of
| abor elimnates possible locations such as Seward, Valdez, and
Kenai; however, WMat-Su and Anchorage are areas that could
provi de the necessary | abor. He said his conpany sees Port
MacKenzie as the only possible solution to a vigorous nodule
fabrication business for CH2ZMHILL as it could nove nodules to
the north and ship materials from Fairbanks; in fact, the rai
spur is the last piece mssing fromthe infrastructure at Port
MacKenzi e. M. Lacker called the project a tipping point for
conpani es that have current opportunities arising in the next 36
nont hs.

7:09:39 PM
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CHAI R RAMRAS encouraged nenbers of the commttee and other
| egislators to continue reach out to other conmttees so these
presentations can get a second and third hearing. He also
encouraged the presenters to contact other conmittee chairs.

7:11: 36 PM

SENATOR MENARD gave credit to Jody Sinpson who was in attendance
representing Senator Charlie Huggins.

7:12: 00 PM
ADJ OQURNNMENT
There being no further business before the commttee, the House

Special Conmttee on Econonmic Devel opnent, International Trade
and Tourism neeting was adjourned at 7:12 p. m
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