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June 12, 2008

Final Environmental Impact Statement for the Idaho Cobalt Project

Dear Reader:

This document is the Final Environmental Impact Statement (FEIS) prepared by the Forest
Service for the lIdaho Cobalt Project on the Salmon-Cobalt Ranger District of the Salmon-
Challis National Forest (SCNF). This FEIS is accompanied by a Record of Decision (ROD)
that describes the SCNF’s decision to allow construction of a mine under certain conditions.
The Idaho Cobalt Project would mine cobalt, copper and gold from National Forest Lands;
these metals are used for a variety of purposes ranging from industrial to medical purposes.

This FEIS is the result of seven years of analysis, conducted with agency, Tribal and public
participation. To date, approximately 175 individuals, groups, organizations, Tribal entities,
and agencies have provided comments regarding project related concerns and issues. This
input has allowed the SCNF to develop a FEIS that meets the purposes of the regulations and
addresses the publics’ concerns and issues expressed in comments.

The SCNF’s decision as described in the ROD is subject to appeal pursuant to Forest Service
regulations at 36 CFR 215. Appeals must meet the content requirements of 36 CFR 215.14.
Only individuals or organizations who submitted comments or otherwise expressed interest
in the project during the comment period may appeal. Appeals must be postmarked or
received by the Appeal Deciding Officer within 45 days of the publication of notice of the
ROD in The Recorder Herald Newspaper of Salmon, ID.

For additional information on the mining, operation, and closure plan, this Environmental
Impact Statement, or the ROD please contact:

Kimberly D. Nelson, District Ranger
Salmon-Cobalt Ranger District

311 McPherson St.

Salmon, ID 83467

Phone: 208-756-5247
Sincerely,
/s/Ray Henderson

RAY HENDERSON
Project Coordinator
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Lead Agency: USDA Forest Service

Cooperating Agencies: US Environmental Protection Agency
Idaho Department of Environmental Quality

Responsible Official: William A. Wood
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1206 South Challis St.
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Abstract: The Idaho Cobalt Project Final Environmental Impact Statement describes the
land, people, and resources potentially affected by the proposed ldaho Cobalt Project
underground cobalt mine and associated facilities. The lead agency’s responsibilities
consist of review and analysis of the impacts of the proposed action and reasonable
alternatives, and review of public comment. The U.S. Forest Service Salmon-Challis
National Forest and the U.S. Environmental Projection Agency will use information
presented in this Environmental Impact Statement (EIS) to determine whether or not to
approve the Plan of Operations (POO) and National Pollution Discharge Elimination System
(NPDES) permit for the Idaho Cobalt Project. The proponent’s proposed project would
consist of two underground mines, a mill, a tailings and waste rock disposal facility, access
roads and utility corridors. Five alternatives, including No Action, are analyzed. The
preferred alternative is the agency Alternative IV. The proposed mine is within the area of
ongoing CERCLA remediation and restoration activities directed at historic mining activities.

Summary

The Salmon-Challis National Forest (SCNF) is proposing to approve a Plan of Operations
for the Idaho Cobalt Project that would allow the development of two underground mines, a
waste disposal site and associated facilities on National Forest Land west of Salmon, Idaho.
The area affected by the proposed mineral development project would consist of surface
disturbance on approximately 111 to 324 acres (depending on alternative selected) located
in the Panther Creek drainage on the Salmon - Cobalt Ranger District, Salmon-Challis
National Forest, in or adjacent to Sections 8, 9, 15, 16, 17, 20, 21, and 22, Township 21
North, Range 18 East (Figure 1-1). The Formation Capital Corporation (FCC) property is
composed of several mineral deposits acquired by locating and filing mining claims within
the Salmon-Cobalt Ranger District of the Salmon-Challis National Forest. The property
consists of 146 unpatented mining claims for a total of 2,529 acres of mineral rights. This
action is needed in response to submittal of the FCC Plan of Operation for the Idaho Cobalt
Project (ICP), which describes the company’s intent to develop a cobalt mine on unpatented
mineral claims held by FCC. The SCNF is required to evaluate and process the proposed
Plan under the authority of the U.S. Mining Law and in accordance with 36 CFR 228A as
further defined by law, regulation, Agency policy and plans.
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The SCNF received the initial proposed Plan of Operations in January 2001. An information
Scoping packet was distributed to interested parties on July 10, 2001 with a request for
written comments. A public meeting was held by the SCNF on July 20, 2001, in Salmon,
Idaho, and a comment form was provided for those wishing to provide written comments.
Subsequent to the July 20, 2001 public meeting, a Notice of Intent (NOI) to prepare an EIS
for the proposed mining project was published by the Forest Service in the Federal Register
on September 10, 2001. Public Scoping meetings were held by the SCNF in Challis, Idaho,
on October 10, 2001, and Salmon, Idaho, on October 11, 2001. On February 4, 2005 FCC
submitted a revised proposed Plan of Operations including supporting technical documents.
On April 5, 2006 and June 6, 2006, FCC submitted additional revisions to the proposed Plan
of Operations. On May 25, 2006 FCC submitted an application to the US Environmental
Protection Agency (EPA) Region 10 to discharge wastewater to Big Deer Creek under the
National Pollution Discharge Elimination System (NPDES) program. EPA deemed the
application complete on July 14, 2006. EPA is a cooperating agency with the Forest Service
in the development of the ICP EIS. A revised NOI was published in the Federal Register on
November 1, 2006. A Draft Environmental Impact Statement (DEIS) was noticed in the
Federal Register on February 23, 2007. A public comment period, extended at public
request, ran from February 23 through May 24, 2007.

During the public comment period, 173 comments were received on the DEIS. Analysis of
the public comments resulted in changes to this FEIS. Responses to public comments are
contained in Appendix D of this FEIS.

Alternatives Analyzed - These issues identified in Scoping led the agency to develop
alternatives to the proposed action. The following alternatives are analyzed in this EIS:

e Alternative | — No Action.

e Alternative Il — Formation Capital Corporation has presented a proposal to develop
two underground mines, construct a mill that utilizes conventional flotation
technology to produce a cobalt, copper and gold concentrate, dispose of mill tailings
in a dry stack waste storage facility, utilize paste backfill to return a portion of the
tailings underground as part of the mining process and collection and treatment of
excess mine water with a reverse osmosis system and discharge to Big Deer Creek
under a NPDES permit. The water discharge pipeline would directly affect a small
area (0.1 acres) of jurisdictional wetlands and require a 404 permit from the US Army
Corps of Engineers.

o Alternative Ill — Alternative Ill includes agency madifications to the company’s
proposal to reduce potential impacts to resources including surface water,
groundwater, wetlands, public safety and native vegetation. The proposed
moadifications include relocation of the tailings and waste rock storage facility to avoid
isolated wetlands, utilization of a land application water treatment and disposal
system as an alternative to reverse osmosis water treatment, addition of
amendments to waste backfilled into the mine to reduce risks to groundwater and
surface water quality, long-term mine dewatering rather than groundwater capture to
reduce impacts to groundwater and surface water quality, changes to reclamation
techniques to facilitate recovery of native plant communities, improvements to waste
storage facilities, upgrades to access roads to improve safety and expanded water
and geochemical monitoring to provide a better understanding of operational and
post—operational water quality impacts.
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e Alternative IV — Alternative IV includes agency modifications to the proposed Plan to
reduce resource impacts to surface water, groundwater, wetlands and native
vegetation. Alternative IV modifications include reducing the size of the tailings
disposal site to match existing ore reserves and avoid direct impacts to isolated
wetlands, modification of the groundwater capture system to ensure adequate post-
closure groundwater capture, modification of the proposed water treatment system to
reduce the volume of water treatment waste products while meeting NPDES permit
requirements for the discharge to Big Deer Creek, addition of amendments to mine
waste backfill to improve long-term geochemical stability and re-routing of the water
discharge pipeline to avoid impacts to a cultural site.

o Alternative V — Alternative V is similar to Alternative IV but includes the additional
modification to reduce infrastructure requirements by utilizing the existing Blackbird
Mine water treatment facility site for Idaho Cobalt water treatment facilities and
discharge under NPDES authority into Blackbird Creek.

Table S-1 summarizes the major components of each alternative. The effects analysis
presented in Chapter 4 identifies a number of differences between the alternatives. Major
environmental effects of the alternatives are summarized in Table S-2.

Preferred Alternative — The preferred alternative is the alternative that the agency analysis
identifies as best meeting the purpose and need of the proposed action while minimizing
impacts to human health and the environment. The agencies have identified Alternative IV
as the preferred alternative for the ICP. If this preferred alternative is selected in the Record
of Decision (ROD), FCC would be required to modify their Plan of Operations to include
mitigation and monitoring components outlined in the preferred alternative. Modifications to
the Plan of Operations would include submittal of detailed plans and designs for a number of
project components including the water treatment system, the groundwater capture system,
smaller tailings and waste rock storage facility (TWSF) including commingled tailings
disposal, waste (slash) amendment and water monitoring. These and other design details
and operational system plans would require Forest Service approval prior to implementation.
Alternative IV provides the best combination of operational components and reduces risks to
the environment by limiting the size of the tailings and waste rock storage facility (TWSF),
reducing the wastes produced in the water treatment system that would require disposal,
increasing the amount of road reclamation, providing for amendment of backfill material to
control risk of metals leaching following closure, providing additional groundwater capture
capacity, if necessary, to improve chances of collecting the post-closure entire chemical load
from the mines and improvements to monitoring plans. These key components of the
preferred alternative are included as design components or modifications and mitigation
measures. An important agency objective addressed in the preferred alternative is the
moadification and clarification of the monitoring and reporting requirements that will allow the
Forest Service to provide effective oversight during operations and reclamation. The ICP
would also need to obtain approval for access across private land, use and maintenance of
existing private roads and use and possible modification of a section of the powerline
crossing the private lands to reach the ICP.

Alternative IV includes amendment of backfilled materials to minimize risk of metals leaching
from the mine areas, modifies the water treatment system to reduce the water treatment
waste stream requiring disposal, provides a backup groundwater collection system to
ensure that post-closure groundwater potentially affected by the underground mining can be
captured and treated if necessary. These maodifications reduce the risk that metals from the
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TABLE S-1. IDAHO COBALT PROJECT — ALTERNATIVE COMPARISON
Alternative IV Lower Alternative V Lower
Alternative lll Relocation| Bucktail Groundwater Bucktail Groundwater
Alternative Il ECC's of TWSF, Eerpetual Mine| Capture, Modified Water Capturg, Water Treqtment
Issue Proposal Dewatering and Land Treatment to Reduce at Site of Blackbird
Application Water Waste Stream, Surface | Treatment Plant, Surface
Discharge Discharge to Big Deer Discharge to Blackbird
Creek Creek
130 acres 324 acres 115 acres 111 acres

Total Disturbed
Acreage

Transportation

2.6 miles new road;
12.7 miles of site
road upgrade; 10.9
miles of access road
upgrade; 4.5 miles
net total road
reduction.

5.7 miles new road; 7.5
miles site road upgrade;
40 miles access road
upgrade; 7.5 miles net
total road reduction.

4.1 miles new road; 11.3
miles of site road upgrade;
40 miles of access road
upgrade; 7.5 miles net total
road reduction.

2.6 miles new road; 11.9
miles of site road upgrade;
40 miles of access road
upgrade; 7.5 miles net total
road reduction.

55 acre, 2.6 Mcy

53 acre, 2.6 Mcy TWSF

36 acre, 1.7 Mcy TWSF that

36 acre, 1.7 Mcy TWSF that

Tailings and (million cubic yards) [that avoids isolated avoids isolated wetlands by |avoids isolated wetlands by

Wa;te rock TWSF; 3 ft. thick soil |wetlands; 4 ft. thick soil moving site to north; 4 ft. moving site to north; 4 ft.
Disposal cap. cap to protect liner. thick soil cap to protect liner. [thick soil cap to protect liner.
Reverse osmosis Land application water \Water Treatment using IAdvanced Water Treatment

ater treatment and [treatment on 175 acre precipitation and ion at Existing Blackbird
Water discharge to Big Deer |LAT site in Big Flat exchange polishing and Treatment Plant Site and
Treatment and |Creek; NPDES drainage; NPDES permit [Direct Discharge to Big Deer |Direct Discharge to
Disposal permit. would be required. Creek Under NPDES Permit,|Blackbird Creek Under

which includes a mixing
zone for sulfate.

NPDES Permit.

Reclamation

Revegetation using
non-native species
and natural reseeding
of trees & shrubs.

Revegetation using native
species and planting trees
and shrubs.

Revegetation using native
species and planting trees
and shrubs.

Revegetation using native
species and planting trees
and shrubs.

Paste tailings placed
underground as

Paste tailings placed
underground as needed

Paste tailings placed
underground as needed for

Paste tailings placed
underground as needed for

Tailings needed for fill; for fill; all backfill tailings  fill; all backfill tailings and fill; all backfill tailings mixed
Placement |portions of tailings mixed with limestone to  [waste rock mixed with with limestone to control
Underground [cemented for mining. |control post-closure pH; Jamendment to control post- |post-closure pH; amend
amend waste rock (slash) [closure pH. waste rock (slash) backfill for
backfill for pH control. pH control.
Groundwater Groundwater captured Bedrock well capture system |Bedrock well capture system
downgradient of from lower level of mines |supplemented by alluvial supplemented by alluvial
Post-Mining |mines captured by  [to improve capture capture system in lower capture system in lower

Water Capture

bedrock capture
wells, if necessary.

efficiency.

Bucktail Creek drainage to
improve capture efficiency.

Bucktail Creek drainage to
improve capture efficiency.

\Waste rock and

Waste rock and tailings

\Waste rock and tailings

\Waste rock and tailings

Waste tailings would be ould be commingled in ould be commingled in would be commingled in
Management [separated in TWSF. |TWSF disposal to reduce [TWSF disposal to reduce [TWSF disposal to reduce
oxygen to waste rock. oxygen to waste rock. oxygen to waste rock.

Monitor mine inflow  |As in Alternative Il plus Same as Alt Ill; plus install  |Same as Alt IlI; plus install
rates and chemistry; [additional groundwater wells in Bucktail Creek wells in Bucktail Creek
install additional wells [monitoring wells, alluvium to determine alluviallalluvium to determine
peripheral to mines  |monitoring of mine water [groundwater capture alluvial groundwater capture

Water and monitor quality and quantity, and |Jrequirements. requirements.

Monitoring |[drawdown during coordination of ICP with

mine dewatering for
purpose of confirming
groundwater

assumptions.

BMSG monitoring.
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TABLE S-2. IDAHO COBALT PROJECT - EFFECTS COMPARISON
Alternative IV Lower Alternative V Lower
Alternative lll Relocation| Bucktail Groundwater Bucktail Groundwater
Alternative Il ECC's of TWSF, I_Derpetual Mine| Capture, Modified Water Capturg, Water Trea_tment
Issue Proposal Dewatering and Land Treatment to Reduce at Site of Blackbird
Application Water Waste Stream, Surface Treatment Plant, Surface
Discharge Discharge to Big Deer Discharge to Blackbird
Creek Creek
Disturbed Intermediate Substantially greater Less disturbed area. Least disturbed area.
Acreage disturbed area. disturbed area.

Transportation

Road improvements
to improve
trafficability and
sediment delivery to
streams.

Proposed road mitigation
would increase safety on
access route, reduce
sediment delivery to
streams and reduce risk of

ater quality effects from
a spill of a hazardous
substance.

Proposed road mitigation
would increase safety on
access route, reduce
sediment delivery to streams
and reduce risk of water
quality effects from a spill of
a hazardous substance.

Proposed road mitigation
would increase safety on
access route, reduce
sediment delivery to streams
and reduce risk of water
quality effects from a spill of
@ hazardous substance.

TWSF would
eliminate 0.22 acres

IAlternative TWSF site
ould avoid non-

Initial reduced TWSF
footprint would mitigate

Initial reduced TWSF
footprint would mitigate

disposal could require
two trucks per week
for RO waste.

Tailings and |of non-jurisdictional |jurisdictional wetlands. impacts to non-jurisdictional |impacts to non-jurisdictional
Waste rock etland and provide a etlands; potential future wetlands; potential future
Disposal similar area of expansion would impact expansion would impact
replacement non-jurisdictional wetlands. |non-jurisdictional wetlands.
wetlands.
Reverse osmosis LAT would have largest  [Water Treatment would have|Utilizing Blackbird WTP site
(contingency) would |surface disturbance; smaller waste stream and  [would minimize
create large waste sulfate may locally exceed [lower costs than reverse infrastructure, particularly if
stream requiring groundwater standards in [osmosis, but would not post-closure water treatment
Water disposal; if post- Big Flat drainage. remove sulfate. were required; requires
Treatment and |cjosure treatment agreement with
Disposal  |were required off-site BMSG/Noranda and

modification of CERCLA
water treatment system.

Reclamation

Use of non-native
species could
preclude or delay
recovery of native
plant communities.

Use of native species
meets Forest objectives
and National USFS
direction.

Use of native species meets
Forest objectives and
National USFS direction.

Use of native species meets
Forest objectives and
National USFS direction.

Underground

Paste tailings placed
underground in the
Ram as needed for
fill; portions of tailings

Paste tailings placed

underground as needed
for fill; all backfill tailings
mixed with limestone to

Paste tailings placed
underground as needed for
fill; all backfill tailings mixed
ith limestone to control

Paste tailings placed
underground as needed for
fill; all backfill tailings mixed
with limestone to control

Water Capture

volume of
groundwater
necessary for metals
load removal.

treatment.

amount of water to be
treated; increased
disturbance.

Backfill L i ; ;
Amendment cemented for mining. |control post-closure pH; |post-closure pH; amend post-closure pH; amend
amend waste rock (slash) |waste rock (slash) in both  |waste rock (slash) in both
in both Ram and Sunshine|Ram and Sunshine backfill |Ram and Sunshine backfill
backfill for pH control. for pH control. for pH control.
Bedrock capture wells|Mine dewatering effective, |Alluvial groundwater Alluvial groundwater
unlikely to be effectivelbut requires essentially  [collection backup system collection backup system
Post-Mining at capturing required |perpetual capture and effective, but may increase |effective, but may increase

amount of water to be
treated; increased
disturbance.

Water
Monitoring

ICP monitoring plan
addresses surface
and groundwater.

Expanded monitoring
system allows better
understanding of potential
impacts; increased
information for making

closure decisions.

Expanded monitoring
system allows better
understanding of potential
impacts; increased
information for making

closure decisions.

Expanded monitoring
system allows better
understanding of potential
impacts; increased
information for making

closure decisions.
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ICP could adversely affect the ongoing Blackbird cleanup efforts. Other mitigation
measures such as road improvements to reduce sediment yield and appropriate disposal of
existing waste materials at the Sunshine portal would result in decreased environmental
impact. The road improvements and enhanced emergency management requirements are
intended to improve public and mine employee safety. Requirements in Alternative 1V for
detailed plans for winter tailings disposal, pond liner protection and inclusion of spillways on
process water ponds will reduce risk of operational problems that could result in effects to
water or other resources or adversely affect the Blackbird Mine cleanup effort.

Use of native vegetation in reclamation, addition of a weed control plan and application of
Forest guidelines in soil disturbance and vegetation clearing are intended to reduce the
length of time that is required to achieve reclamation goals. All of these components that
are included in the agencies’ preferred alternative are intended to reduce impacts to the
environment and contribute to the selection of Alternative IV as the preferred alternative.
The modified TWSF footprint in Alternative IV would limit the potential expansion and
increase the costs of TWSF construction if additional ore reserves were identified.

Environmentally Preferred Alternative — The Forest Service is required to identify the
environmentally preferred alternative in the Record of Decision. The environmentally
preferred alternative is the alternative that causes the least damage to the biological and
physical environment and best protects, preserves and enhances historic, cultural and
natural resources. Alternative V is identified as the environmentally preferred alternative
because it would require the smallest physical disturbance, would minimize the footprint and
infrastructure requirements if post-closure water treatment were required, would minimize
amount of road required in roadless area and would result in water quality improvement in
Blackbird Creek by discharging an increased amount of treated water to the Blackbird
drainage. However, the agencies cannot require the ICP to obtain an agreement with
another private party to operate a water treatment plant on property owned by Noranda.

Financial Assurance — Prior to approval of a Plan of Operations, the ICP operator will
submit a financial assurance, such as a bond, that will cover the cost of reclamation if the
company were to default on their obligations. The Forest Service has prepared a financial
assurance estimate in accordance with Forest Service guidance, which includes regrading
and recontouring of surface disturbances, removal of surface facilities, revegetation and
costs for long-term water treatment. The amount of the financial assurance will be
calculated to reflect the selected alternative. The financial assurance will be subject to an
annual review and adjustment throughout the life of the project to reflect changed
circumstances.
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