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MESSAGE FROM THE PRESIDENT

Despite residual economic fluctuations
still affecting most resource sectors,
dependence on metals and minerals
has continued to trend upwards
- demonstrating  that industry
diversification and mining may have
sizeable parts to play in the resurgence
of resource based economies. An
example of mining’s potential role in
an economic survival strategy can
be found in the jurisdictions of British
Columbia (BC) and Alaska.
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In BC, the forestry industry — once king — has been displaced
as focus shifts towards underground commodities. The sector
has been hard hit by the US housing slowdown, eroding
demand for newsprint, and growing competition from low cost
producers in Europe and Asia. Wood exports have tumbled
and jobs — many of which provide the main source of income in
rural communities — have also come under threat. In fact, since
peaking in 2000, Canada-wide forestry exports fell steadily
even during the pre recession period thanks to lower prices
and declining volumes. Agriculture has also fallen victim to low
prices and supply disruptions.

On the other hand, BC’s mining and exploration industry
now boasts annual revenues in excess of $8.4 billion and
provides well-paid direct employment for 36,500 — also often
in rural areas. Twenty four mining projects are currently under
environmental review or in the permitting process. Nationwide,
high commodity prices have lead to revenues that offset losses
in the forestry sector, and it appears that metal and energy
products now drive the growth of resources rather than wood.

A good example is BC’s Prosperity Mine project, now in the
advanced permitting stage and owned by Taseko Mines,
another HDI affiliated company. Over its estimated 20 year mine
life, Prosperity is expected to generate more than $5 billion in
government revenue. Each year, the project will generate $388
million in GDP. With expected expenditures in excess of $1.1
billion over a period of 23 years, the aptly named Prosperity
Project is expected to have a large positive impact on both the
region and the province.

Meanwhile in Alaska, prices for the state’s main revenue source

- oil — have once again stabilized following a volatile period.
But in the same way that forestry has declined in BC, revenues
are a far cry from the record US$10 billion set in fiscal 2007.
At a predicted $4.8 billion for fiscal 2010, they are also a full
$1 billion less than those generated the previous year. Oil still
dominates state revenue sources, but with production on the
North Slope declining at a rate of 5-6% annually, the call is
to create stability through a diversified economy - in which
mining could feature prominently.

The oil and gas industry also faces repercussions from the
2007 enactment of Alaska’s Clear & Equitable Share oil and gas
production tax law (ACES). There has been much debate over
the tax burden imposed by ACES and its effect on the state’s
economic climate and ability to attract capital investment
from international oil companies. One proposed remedy
for countering anticipated revenue losses is construction
of a major natural gas pipeline to increase efficiency of gas
transportation and open up new markets in North America.
The timing of this initiative is a concern, with many questioning
whether other sectors of the AK economy have the strength to
carry the state in the absence of a gas transport solution. In
the meantime, jobs and businesses are under threat as the oil
industry reduces spending.

Although US mineral production value was down by 22% last
year, the recovery of the primary metals sector indicates that a
2010 expansion is likely. This is good news for Alaska’s mining
industry and workforce, particularly late stage development
projects such as Donlin Creek, which recently completed a
Feasibility Study and offers 600 potential production jobs for
Alaskans in the near future. Development of Northern Dynasty’s
Pebble Project could also generate well over 1,000 jobs, many
based in rural Alaska. New mining jobs could help fill the void
left behind by reductions in oil production and employment — a
diversified Alaskan economy will create balance. In 2008, 5500
direct and indirect jobs were attributed to the sector- and
Alaska boasted some 59 active exploration projects. Mining
also contributed 34% of Alaska’s total exports.

While all sectors play an important role in the natural resource
dependent economies of BC and Alaska, ever growing reliance
on minerals and metals means that mining has the potential to
make a particularly important contribution to resurgence and
recovery from the economic turmoil of the past 18 months.



