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ACTI ON NARRATI VE
3:06:49 PM

CO CHAIR NEAL FOSTER called the House Special Commttee on
Energy neeting to order at 3:06 p.m Representati ves Foster,
Pruitt, Tuck, and Petersen were present at the call to order.
Representatives Saddler and O son arrived as the neeting was in
progress. Senator Thomas was al so in attendance.

HB 103- PONER PRQJECT; ALASKA ENERGY AUTHORI TY

3:07:55 PM

CO CHAI R FOSTER announced that the only order of business would
be HOUSE BILL NO 103, "An Act relating to the procurenent of
supplies, services, professional services, and construction for
the Al aska Energy Authority; establishing the Alaska Railbelt
energy fund and relating to the fund; relating to and repealing
the Railbelt energy fund; relating to the quorum of the board of
the Alaska Energy Authority; relating to the powers of the
Al aska Energy Authority regarding enployees and the transfer of
certain enployees of the Al aska Industrial Developnent Export
Authority to the Alaska Energy Authority; relating to acquiring
or constructing certain projects by the Al aska Energy Authority;
relating to the definition of '"feasibility study' in the Al aska
Energy Authority Act; and providing for an effective date."

3:08:42 PM
CO CHAI R FOSTER opened public testinony.

3:10:13 PM
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SENATOR JCE THOWVAS, Alaska State Legislature, urged the
committee to imagine that the Susitna dam had been conpleted in
1991, and for the last 20 years the Railbelt had enjoyed the
benefits of relatively inexpensive, reliable, clean, and stable
power, freeing other sources of energy for use in other parts of
the state. He surm sed naking natural gas available for other
uses would have attracted industry to the area. In 2008,
Senator Thomas added $2.5 million to reexam ne the project,
whi ch had previously been studied for decades, but had been
finally "shelved" in the '80s. This noney was used by the
Al aska Energy Authority (AEA) to develop cost estimates for the
dam proposals, and to create the Regional Integrated Resource
Plan (RIRP). Last year, $10 mllion was dedicated to refining
studies on three projects, the Watana dam on the Susitna River

t he Chakachama Hydroelectric Project, and the dacier Fork
Hydroel ectric Project; in addition, the governor has included
$65.7 mllion in his budget this year for project design,
pl anni ng, permtting, and licensing. Senator Thomas advi sed the
250-mle radius around the dam is known as the "ring of
i nfluence" and approaches the site of the proposed Donlin Creek
gold m ne. He observed that had the dam been in operation, the
gold m ne project would have progressed because there would have
been access to a power supply, and easier access to gas, which
is an issue for nmany developnents around the state. In
addition, power to Livengood would have created nore potentia

for mne devel opnent in that area. Also within the radius are
the Yukon- Kuskokwim Delta, the Richardson Hi ghway, Delta
Junction, dennallen, and many Interior villages.

3:15:35 PM
SENATOR THOVAS noted that hydroelectric (hydro) projects provide

| ow-cost, stable, clean, and reliable power, often for one to
two hundred years as proven by the Salnmon Creek and Gold Creek

hydro plants in Juneau. In addition, hydro power brings
stability to Alaska's energy and econony, unlike natural gas
from Cook Inlet with its fluctuating costs. Today, the prices
of natural gas and oil are rising, "and that's what we wll
continue to live with without noving forward with ... at |[east
in the Railbelt area, with Wtana." He clarified that the

project should be identified as "Watana" as there have been many
versions of danms on the Susitna River. Senator Thonmas expressed
his preference for the expandabl e Watana dam project, saying the
redesi gn by MMH wth rol | er-conpact ed concrete (RCCO)
construction nmakes the project very simlar to other dans around
t he worl d. He cautioned agai nst another delay - although it is
a big, expensive project that wll <create jobs - nore
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importantly, the project will provide a stable power system that
will benefit the Interior and Southcentral. The project does
not cancel out the need for a natural gas pipeline as gas is
better for space heat and for industrial use, even with the |oss
of waste heat. I n Fairbanks, waste heat from a coal-burning
plant is used, but generally plants are not |ocated in towns.
Senator Thomas advised that the estimated costs for the project
are comng down with M\ H s review of the construction nodels; in
fact, he expects the price for the expandable Watana dam w |
fall by another $600-$700 mllion. He concluded that nost of
the questions have been answered, and the Federal Energy
Regul atory Comm ssion (FERC) process wll require nmny nore
answers.

3:21: 20 PM

REPRESENTATI VE PETERSEN asked whether there was a cost estimate
for building several hundred mles of transmission lines to the
Kuskokw m ar ea.

SENATOR THOVAS rel ayed the estinmates from the Donlin Creek m ne
project were approximately $800 mllion for a power line from
south of Nenana to Donlin Creek. The upgrade to the intertie
was estimated at $140-$150 nmillion, for a total of about $1

billion. The need for infrastructure creates opportunities for
public private partnerships, and he assured the conmttee
conpanies will "step up." Although this estimate nmay decrease

due to the situation with natural gas, he cautioned against
inmporting gas into the state.

3:22: 54 PM

REPRESENTATI VE TUCK asked whether the failure of HB 103 to pass
the legislature would be a hindrance to the construction of the
Susi tna dam

SENATOR THOMAS opi ned an agency such as the Al aska Industrial
Devel opnent & Export Authority (AIDEA) or AEA is needed to
oversee this type of project and to put together the process;
for exanple, the U S. Departnment of Energy, Bonneville Power
Adm nistration (BPA) is a good nodel to follow, and the G eater
Rai | belt Energy and Transm ssion Corporation (GRETC) is another

exanpl e of how to nanage power consunption. In fact, GRETC now
proposes the participation of five utilities with the potentia
for adding a sixth "user of the resource.” It is necessary to

firmy involve the energy authority and an entity like AIDEA to
manage and hel p nove the projects al ong.
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3:24:50 PM

REPRESENTATI VE PETERSEN recalled the cost of electricity is

projected to be about 20 cents per kilowatt hour. He pointed
out this is a significant increase over the present cost, and
asked whether the state will have to subsidize the project to a

|arge degree in order for the price of electricity to be
conpetitive.

3:25:39 PM

SENATOR THOVAS heard estimates in the range of 6-10 cents per
kil owatt hour, depending on the final contract cost and the

state's wllingness to "buy-down the financing". If other
entities are involved, the potential investnent by the state is
25 percent of a $4 billion price tag, so if the state
contributes $1 billion and $3 billion is financed, the cost is

reduced. Al t hough 8-10 cents per kilowatt hour for electricity
may not be appealing to consuners at this tinme, he rem nded the
committee that this price may be | evel for one hundred years due

to the low cost of nmmintenance on a hydro power plant. An
addi tional benefit, particularly to Anchorage, is the reduction
of demand for Cook Inlet natural gas. Furt hernore, Fairbanks,

along with the rest of the state, is being limted by the |ack
of reasonably priced power for the production of industrial
goods.

3:28:04 PM

COCHAIR PRUTT reiterated the potential for expanding the
transm ssion of electricity down the Richardson H ghway. He
asked for the percentage of Alaskans that could benefit from
t hat expansi on.

SENATOR THOVAS responded that about 75 percent of the state's
popul ation, with the exception of Southeast and Wstern Al aska,
could benefit; however , he stressed that an appropriate
proportion of noney will also need to be allocated for projects
to benefit the remaining 25 percent of the popul ation, such as
funding for the expansion of transm ssion lines in Southeast.

3:30: 34 PM
GENE THERRI AULT, Vice President of Resource, Golden Valley

El ectrical Association (GVEA), expressed GVEA s support of the
passage of HB 103 to nodify the structure of AEA so it may
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better nmove forward with energy projects for the benefit of all
Al askans. Passage of the bill wll enable AEA to work wth
utilities in a manner simlar to that which resulted in the
conpletion of the successful Bradley Lake Hydroelectric Project
(Bradley Lake Hydro) and Railbelt interties. M. Therriault
pointed out that a large hydro project is too |large for any of
t he Rai | bel t utilities to facilitate i ndi vi dual l'y or
col l ectively; however, the project can be constructed with the
support of the state. Passage of the bill is an inportant step
to achieve the goal of providing affordable and stable power in
the future. He pointed out that the adm nistration designed the
bill to reconstruct AEA not just for the Susitna R ver hydro
project, but to be used in the future for power projects across
the state. Hi s conpany has reviewed HB 103 and supports the
fol | ow ng: restoration of AEA's ability to bond for energy
projects; creation of the Al aska Railbelt energy fund, if it is
restructured in a manner identical to the Southeast Energy Fund;
| anguage that allows AEA to establish subsidiary corporations;
| anguage that allows projects constructed by AEA or its
subsidiaries to be exenpt from RCA rate regulation. Al t hough
GVEA was concerned about the wording of section 8 of the bill,
its concern is partially mtigated by AS 44.83.396, which
requires AEA to enter into contracts wth a wutility that
purchases power from the project, for the operation of the
project, and he asked for assurance that this section of [|aw

will apply to AEA subsidiary corporations. M. Therriault
explained it is inportant to GVEA that AEA does not operate the
project itself. In conclusion, he pointed out that without this
| egislation, AEA will not be able to own the WAatana dam proj ect

and thus cannot begin the application process with FERC
3:36: 53 PM

M KE CRAFT, President, Delta Wnd Farm 1Inc., inforned the
committee he is the only wind farmer on the Railbelt grid and
has been studying this issue for three and one-half years.

Before he began his wind farm he was a |and devel oper and he
realized an energy gap was approaching along with the rising
cost of power. He observed that the inflation of the cost of

fossil fuel 1is choking Fairbanks because the city makes 60
percent of its electricity from diesel fuel, and he cautioned
against ignoring the inpending increases in the price of

electricity. In fact, he opined, "I don't think we're ever

going to find anything that's going to deliver cheaper energy
than what we currently pay." M. Craft began his wind farm
busi ness because wnd energy presents an opportunity to
stabilize the electric rate. He recalled hearing about the
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Susitna damin 1978, and noted that if it had been built, there
woul d be diversified industry and jobs in Al aska. The dam woul d
have provided opportunities for the mning and snelting
i ndustries, and for the production of value-added products. At
that tine, the cost of electricity fromthe dam was projected to
be 4.5 cents per kilowatt hour. M. Craft restated his concern
that there will be a gap in the supply of energy before the
natural gas pipeline and the dam can be built. Wnd energy can
fill the gap, but it is not the solution to the inpending
shortage of energy. M. Craft indicated his support for the
proj ect .

3:41: 06 PM
REPRESENTATI VE PETERSEN stated that wind farns have problens
with integration into the electric grid, but hydro systens do

not .

MR. CRAFT explained that "the shorter the head, the easier to

integrate.” For exanple, a project with a 20-mle pipe is
harder to regulate with wind, but a dam has a short head thus it
is easy to regulate power. In fact, there could be multiple

wind farns located in different wind reginmes for balance, and
integration would not be a problem because today's turbines are
"conpletely controllable,” and the | oad balance is controlled by
curtailing the output of the turbines. Different "ranmp rates”
are also not a problem and M. Craft explained how integration
is handled between Eagle Creek, Delta Junction, and the w nd
farm He restated the inportance of displacing the use of oil
generation in Fairbanks due to the pollution of the air and

ground water caused by ash and em ssions. M. Craft concluded
that integration is not a technical issue, but a political
i ssue.

3:44: 32 PM

CO CHAIR PRU TT asked whether the availability of hydro power
woul d di scourage subsequent individuals from investing in wnd
power to add to the grid.

MR. CRAFT indicated no. As a matter of fact, the estinmted cost
of 20 cents per kilowatt hour is an opportunity for w nd, as
wind farnms built today would have their capital cost paid, thus
woul d be in a position to conpete with the hydro project when it
is conplete. Even now, there is room for 200 negawatts of w nd
power on the Railbelt grid, especially with an intertie from
G ennallen to Delta Junction. Wnd power can conpete wth
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hydrocar bons and hydroel ectric projects. However, w nd power is
variable and cannot provide 100 percent of "firm power,"”
al t hough periods of wind power would allow the dam to reserve
wat er capacity.

3:47:10 PM

CHARLES DUNCAN stated he has been witing an economcs
newsl etter for 27 years and provided copies of the current issue
for the commttee. He expressed his support for HB 103 and its
bonding feature. M. Duncan's current newsletter includes
articles on enpl oynment and on strategies for f undi ng
infrastructure, such as bonding. He gave a short history on the
bonding of state and federal projects in the 1800s, and opined
the situation then was simlar to what Al aska faces now, in that
a collapse of the national econony is occurring during the

construction of the Susitna project. He said his article
explains how to avoid "debt pyramding" while encouraging
i ndustrial devel opnent. The state should pay cash for one-half

of the first stage for the Watana dam and bond for the rest, and
then |everage a snmall percentage of state funds wth federal
noney for the conpletion of the Watana dam and the Devil Canyon
dam This plan would guarantee the success of a new strategic
and construction materials industry.

3:51:11 PM

CO CHAIR FOSTER asked whether M. Duncan has approached the
adm ni stration or AEA

MR. DUNCAN indicated many people are aware of his newsletter.
In further response to Co-Chair Foster, he said he has received
coomments that the Bradley Lake Hydro nethod of financing "was
successful before, we can do it again."

3:52: 37 PM

ERI C YOULD, Consultant, Wod Canyon G oup, Inc., stated he is an
i ndependent consultant and cited his 35 years of experience in
the energy business, primarily in the area of hydropower. He
was the program manager/director for the Susitna hydro project
in the '70s and '80s, working for the US. Arny Corps of
Engi neers (USACE) and the Al aska Power Authority (APA). M.
Yould offered the  benefit of his experience wth the
i npl enentation of legislation relating to operating an authority
simlar to what is now the AEA. He provided a short history of
the Al aska Power Authority (APA), which was created as a
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nmechani smto develop the Susitna project in a joint venture with
USACE. The legislation authorizing the project passed in 1976,
and in 1989, the legislature expanded the authority of APA and
renamed it AEA In 1993, the legislature stripped AEA of nuch
of its powers and authority, thus it is unknown whether AEA can
develop the Susitna project, or any mpjor project, wth its
present statutes. M. Yould urged the passage of HB 103 and the
reconstitution of all of the previous powers of APA and AEA
During his tenure wth APA the power authority devel oped
Bradl ey Lake Hydro, the Anchorage-Fairbanks Intertie, the Terror
Lake Hydroelectric Project, Swan Lake Hydroelectric Project,
Tyee Lake Hydroelectric Project, smaller projects, and noved the
Susitna project to FERC I|icensing. He restated his support HB
103 and urged that the AEA board of directors becone autononous
from the board of AIDEA because AIDEA is essentially a banking
institution, while AEA is an entity that wll study, permt,
design, construct, operate, own, and market energy. M. Yould
pointed out that there is no provision in the proposed
| egislation for the right of em nent domain, and he reconmended
adding this elenment to the |egislation. Regardi ng the proposed
legislation to strip the authority to allow independent
procurenment by AEA, he stressed that the authority to develop a
procurenent plan to procure contracts for the inplenmentation of
each individual project is required.

3:59:17 PM

CO- CHAIR PRUI TT asked for other powers of authority previously
hel d by APA that are not authorized by the proposed |egislation.

MR. YOULD said he was unsure, as statutes from 1977-1992 are
unavai l abl e; however, what is legislated today for AEA wll
change in response to what is needed. Al though wth the
addition of an independent board and emnent donmain, the
proposed legislation is close to the original statutes, APA was
al so guided by specific economc criteria that required the use
of standard anal ysis for each project.

4:03: 26 PM

REPRESENTATI VE TUCK referred to proposed |egislation that would
establish an independent board of directors for AIDEA, and allow
it to have and own subsidiari es. Under these circunstances, he
asked about the idea of establishing AEA as a subsidiary of
Al DEA.
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MR. YOULD opined that menbers of the AIDEA board of directors
were chosen for their expertise in the banking industry, and not
for their experience in energy, construction, procurenent, or
proj ect developnent; in fact, it is backwards for AEA to be a
subsidiary of AIDEA, which has a board wthout a specific
interest in energy devel opnment.

4:05: 05 PM

MARI LYN LELAND, Executive Director, Al aska Power Association
(Association), infornmed the <conmttee that nenbers of the
Associ ation are electric utilities around the state that provide
power to over 600,000 Al askans. She advised that Association
menbers believe that large hydro is not the only answer to
Al aska's energy problens. In addition, nenbers believe that a

strong partnership between the electric utilities and the state
i S needed. Referring to the state goal of 50 percent renewable
sources of electric energy by 2025, she noted that the only way
to neet this goal is by the construction of a major hydropower
project for the Railbelt, and other |arge generation projects.
The cost of these projects is beyond the financial capability of
any of the individual electric utilities, thus the state should
be a partner in the funding and construction of any such

proj ect . Furthernore, although AEA is the logical entity to
build these projects, it is presently limted by its statutory
authority. MVs. Lel and acknow edged that the proposed
legislation is focused on the Watana dam on the Susitna R ver;
however, the bill wIll enpower AEA to oversee and develop
projects all over the state including interties, hydro, w nd,
and geot hernal . She urged attention to the Susitna project,

pointing out it is the long-term solution to the approaching
shortage of natural gas. The Associ ation supports expansi on of
statutory powers that would allow AEA to acquire, construct, or
own any interest in an electric project, or any right to
capacity of an electric project, or to perform feasibility

studies, design and engineering with respect to power. MVs.
Lel and assured the comrittee the utilities and their consuners
want to be active nenbers of the |egislative process. She

concl uded, saying the Association strongly urges the expansion
of authority for AEA as AEA is in the best position to
facilitate working to sol utions.

4:08: 48 PM
RICH WLSON, Spokesperson, Al aska Ratepayers, Inc., said Al aska

Rat epayers is an independent, non-partisan group of experienced,
long-tine residents that was fornmed three years ago from concern
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about the rising cost of electric rates. The group neets weekly
to study its research and to consider views from every
perspective, and he reported its finding: HB 103 wll fall
short of neeting the goal of ratepayers which is affordable,
predi cable, electricity for the cost of 6 cents per kilowatt
hour . Furthernore, Al aska Ratepayers recognizes that snaller
projects statewi de are al so needed, and a separate Susitna power
entity is required to acconplish the goal of the Susitna

proj ect . He outlined a separate bill offered by Al aska
Rat epayers that supports the 50 percent renewable goal and
contains the follow ng: authority to build a major statew de

project that would have a board with fixed terns and project-
appropriate qualifications, staff, and project developnent and
financing powers; the authority would have the ability to pay
conpetitive conpensation for its team the authority would have
the ability to efficiently procure the appropriate resources.
M. WIson stated Al aska Ratepayers' research concludes that
this further proposed |egislative authority is necessary for the
board of the "Susitna Power Authority" +to acconplish the
fol |l ow ng: focus effort and avoid distractions; narrow the
m ssion of delivering electricity in an affordable and tinely
manner; clarify and sinplify managenent, financial, and bonding
responsi bilities; enabl e timely conpl eti on by avoi di ng
unnecessary delays; deliver affordable energy to ratepayers;
conply with large hydro industry best practices standards. M .
Wlson urged the committee to visit other large hydro projects
and consult wth experts such as BC Hydro, British Colunbia,
Canada, and the New York Power Authority (NYPA), Wite Plains,
New Yor K.

4:14:20 PM
MR. WLSON continued, saying Al aska Ratepayers is also concerned

with the aspect of transm ssion. The Susitna project properly
i ncl udes power generation and the transm ssion necessary to link

the dam with the intertie. However, separate from the new
project, inprovenments to the transm ssion system are needed in
the near-term Menbers of Al aska Ratepayers have |ong-term
experience in Alaska in public policy issues, ener gy,
engi neering, law, and project developnent, and they gather

research in order to present the ratepayers' perspective in an
intelligent and thorough manner. M. WIson offered the group's
assistance to the commttee.

4:16: 13 PM
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FRANK M ELKE, Vice President, Al aska Ratepayers, added that the
single-project-entity approach has been used historically by
organi zations involved with projects costing over $1 billion,
such as the Trans-Alaska Pipeline System (TAPS), the National
Aeronautics and Space Admnistration (NASA), and the Manhattan
Proj ect. After construction of the project, another entity may
t ake over operations.

4:17:52 PM

REPRESENTATI VE TUCK asked M. M el ke whether the single-project-
entity group he is referring to is AEA

MR. MELKE explained his organization is referring to the

Susitna project. In the future, other large projects nay not be
big enough to support their own office, but could benefit from
the "subsidiary approach.” When a project is bigger than the

agency itself, a single-purpose agency needs to be created.
4:19: 02 PM

CO CHAIR FOSTER asked M. Melke to address how to nmamintain
accountability over a separate entity.

MR. MELKE advised that with this approach there is one board
with technical expertise responsible for rmaking decisions,
unli ke an agency that nmust go through certain other |evels of
government to get things done.

4:21: 25 PM

JERRY MCCUTCHEON inforned the committee he proposed the Susitna
project many years ago and after that project was shelved, he
suggested the Bradley Lake Hydro project. M. MCutcheon said
Susitna is a worthy project that can stand on its own, but not
with the current proposal. He opined Bradley Lake Hydro was not
built as it should have been thus cannot produce 40 percent of
its installed capacity, and has faulty power I|ines. He advi sed
this project is costly and wll suffer delays. In order to
avoi d reengi neering from scratch, the project should be returned
t o USACE

4:25:35 PM

BOB PI CKETT, Comm ssioner/Chair, Regulatory Conm ssion of Al aska
(RCA), offered to answer questions.
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4:25:59 PM

REPRESENTATI VE TUCK recalled testinony that a project owned by
AEA woul d need to be exenpt from RCA regul ations. He asked for
RCA's position on whether the public and consunmers' interests
will be taken care of in that circunstance.

MR. PICKETT said RCA has not taken a formal position, which
would only happen at a public neeting. He rem nded the
commttee that |ast year, during discussion of the Geater
Rai | belt Energy and Transm ssion Corporation (GRETC) issue,
there was a series of public neetings and RCA had strong
reservations about the creation of a privately-owed entity,
instead of a state-owned entity. M. Pickett advised that the
purpose of regulation is to ensure balance in the absence of
conpetition. He opined the Bradley Lake Hydro nodel has worked
well; in fact, its electricity is the |east expensive for the
utilities in the Railbelt area.

4:27:31 PM

REPRESENTATI VE TUCK noted that HB 103 would apply to other
projects in the state, sone of which may be devel oped by limted
liability conpanies of which AEA has partial ownership. He
asked whether RCA would have authority over projects of which
AEA owns just a fraction, and which are nostly owned by private
interests.

MR. PICKETT deferred to RCA's legal counsel as this issue has
also arisen in relation to AEA's Renewabl e Energy Fund.

4:28: 44 PM

REPRESENTATI VE PETERSEN surmised that if a project l|ike the
Wat ana dam goes forward, power sales agreenents wth the
utilities would fall under RCA jurisdiction.

MR. PICKETT said that is correct in the case of economcally
regulated utilities. He clarified that of 125 electric
utilities in the state, 37 are econom cally regul at ed.

4:29:32 PM

CO CHAI R FOSTER stated public testinony on HB 103 renai ns open

[ HB 103 was heard and hel d. ]
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4:30:19 PM
ADJ OURNVENT

There being no further business before the conmttee, the House
Special Commttee on Energy neeting was adjourned at 4:30 p.m
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