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ACTI ON NARRATI VE
8:01: 01 AM

CO- CHAIR CHARI SSE M LLETT called the House Special Committee on
Energy neeting to order at 8:01 a.m Represent ati ves Hughes,
Hi ggi ns, |saacson, Josephson, and MIllett were present at the
call to order. Representatives Nageak and Foster arrived as the
neeting was in progress.

OVERVI EWS): POAER COST EQUALI ZATI ON BY THE ALASKA ENERGY
AUTHORI TY

8:01:43 AM

CO CHAIR MLLETT announced that the first order of business
woul d be an overview of the Power Cost Equalization program by
the Alaska Energy Authority (AEA), Departnment of Commerce,
Communi ty & Economi ¢ Devel opnent ( DCCED) .

8:01: 55 AM

SARA FI SHER- GOAD, Executive Director, Alaska Energy Authority
(AEA), provided a PowerPoint presentation entitled, "Power Cost

Equal i zation Overview," dated 2/20/13. She inforned the
commttee that AEA reduces the cost of energy in Alaska wth
four strategies: energy planning and policy; investing in
energy infrastructure; diversifying Al aska' s energy portfolio;
and technical training and assistance. The power cost
equal i zation (PCE) program directly reduces the cost of energy
for approximately 80,000 residents primarily living in rural
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Al aska. She conpared the price of electricity across the state,
noting that the prices in Juneau, Anchorage, and Fairbanks make
up part of the formula for the PCE program [slide 3]. Because
the electric rates in rural Alaska can be three to five timnes
hi gher than the rates in urban areas, assistance is needed to
mai ntai n and operate the power systens in rural Al aska. The PCE
program was created when state funds were used to construct
maj or energy projects in the wurban areas of the state,
particularly the Four Dam Pool projects that served Kodiak,

Val dez, Wangell-Petersburg, and Ketchikan. This type of
infrastructure is not practical in nost rural areas, so PCE was
devised as an alternative to infrastructure [slide 4]. MVs.

Fi sher-Goad stated earlier prograns were the Power Production
Assi stance Program and the Power Cost Assistance Program which
were replaced by PCE under current law AS 42.45.100-190. The
intent of the programis to equalize the cost of power at a rate
that is close or equal to the average residential rate of
Anchor age, Fairbanks, and Juneau [slide 5].

8: 05: 15 AM

CO CHAI R | SAACSON observed the power under discussion is limted
to the cost of electricity. He asked for clarification of the
graph of heating costs on slide 3.

MS. FI SHER- GOAD responded that the graph illustrates the heating
costs in None but does not represent the portion of a person's
income that nust go to heating. Turning to PCE eligibility, she
said at the outset in 1984, eligibility for a cormunity depended
upon its fuel source, if diesel generation was greater than 75
percent of consunption, and if residential sales were |ess than
7,500 negawatt hours (MA. She pointed out that Cordova has
built hydroelectric (hydro) facilities but residents are still
eligible because debt keeps the <cost of generation high.
Eligible for PCE are: 30 percent of all kilowatt hour (kWh)
sol d; comunity facilities; and resi denti al cust onmers.
Ineligible for PCE are: kW greater than the nonthly cap; state
and federal facilities; and comercial custoners [slide 6].
| mportantly, when new infrastructure is planned, the new
generation will count toward all of a comunity's kW and not
just the 30 percent. Participating comunities are |ocated
t hroughout Alaska with the exception of the Railbelt region
[slide 7].

8:08: 16 AM

CHAI R HUGHES asked how the m x of fuel affects eligibility.
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M5. FI SHER- GOAD expl ained that a community that has had a change
in the percentage of electricity generated by diesel can still

be eligible depending on the cost of power. Cal cul ating the
floor for the program - Dbased on the average cost for
residential custoners in Anchorage, Fairbanks, and Juneau - is

affected by the percentage of the sales by the utility. For
exanple, Golden Valley Electric Association (GVEA) rates are
hi gher; however, the program does not include the entire service

ar ea. Therefore, increases to Chugach Electric Association
rates will have nore of an inpact on the floor. For fiscal year
2013 (FY 13), the floor is $0.1430 [slide 8]. In response to

Co-Chair Mllett, M. Fisher-Goad said the formula is in
statute, which sets a floor of $0.12 per kW, or the
af orenenti oned formul a. In the past, the price of fuel has
dropped the floor to the statutory mni num of $0.12 per kW.

REPRESENTATIVE HIGA NS asked why GVEA is limted to Fairbanks
proper when 60 percent of the houses are in the Fairbanks North
Star Bor ough (FNSB).

M5. FISHER-GOAD said the statute directs the calculation to
include the City of Fairbanks. The PCE level is calculated for
each participating utility per comunity and there are two

categories of costs: fuel and non-fuel. The rates change
t hroughout the year depending on when fuel is purchased. The
formula also has a ceiling of $1.00; the maximum PCE |evel
equals 95 percent of ($1.00 - $0.1430) [slide 9]. The
residential PCE rate is based on a credit on the first 500 kW
consuned each nonth per custoner. The comunity facility

calculation is based on a credit of 70 kWh nultiplied by the
popul ation. The custoner is billed for the total cost |ess the
calculated PCE credit, and each wutility must notify its
custoners of the credit. This information is also provided to
AEA and AEA reinburses the wutility for the eligible credits
[slide 10].

8:13:51 AM

COCHAIR MLLETT asked why the reinbursenents are not paid
quarterly.

M5. FISHER- GOAD surmised a quarterly paynent would create cash
flow difficulties for the utilities. She provided a graph that
illustrated the rates and the eligibility of the kW.
Presently, the eligible utility cost is $0.47 per kW [slide
11]. In addition, a second graph illustrated that the current
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residential rate of $0.53 per kWh is adjusted to the effective
rate, which currently averages $0.22 per kW [slide 12].

REPRESENTATI VE HUGHES asked whether a custoner pays $0.22 per
kWh for their entire bill.

M5. FISHER-GOAD said that rate is only for the eligible hours.
An exanple of a bill showed the rate for total kW used, |ess
the PCE credit of 500 kWh at the PCE rate [slide 13].

CO- CHAIR M LLETT asked how nmany househol ds exceed the maxi num
PCE al | onance of 500 kWh.

8:17:34 AM

M5. FI SHER- GOAD estimated an average bill is less than 500 kW
with few exceptions; however, the average changes on a nonthly
basis especially in winter. She turned to the adm nistration of
the program and said AEA's role is to authorize paynents to the
electric utilities; determne the eligibility of residential and
community facility customers; admnister the PCE fund based on
appropriations by the legislature; process nonthly reports
subnmitted by the utilities; and ensure conpliance with statutes
and regulations. This admnistrative work is done by two full-
time AEA staff who work with the utilities and provide their
cl erks PCE training. The role of the Regulatory Comm ssion of
Alaska (RCA) is to determine the eligibility of utilities, set
the PCE rates, calculate the fornula between fuel and non-fuel
costs, and ensure conpliance with statutes and regul ations. The
two agencies work in partnership to provide training for the
utilities' clerks.

8: 20: 28 AM

STUART GOERI NG Assistant Attorney General, Commrercial and Fair
Busi ness Section, Cvil D vision (Anchorage), Departnent of Law,
speaki ng on behalf of RCA said that there is no full-time RCA
staff dedicated to the PCE program however, there are three
people "who have at least a part-tine relationship with the PCE
program " The annual PCE rate-setting procedure involves the
commi ssioners [slide 14].

CO CHAI R | SAACSON asked how nmany staff hours are dedicated to
t he PCE program by AEA and RCA.
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M5. FISHER-GOAD offered to provide that information from the
budget . The hours dedicated to the program sonetinme involve a
hi gher |evel of staff.

REPRESENTATI VE NACEAK urged for the legislature to address the
situation with the PCE fornula when adding renewable energy and
energy efficiency to the community utilities. When conmunities
install renewabl e energy, because of the current PCE fornmula, it
is the customers that do not receive PCE that benefit the nost
fromthe decrease in the cost to produce power. As less fuel is
used and the cost to produce power decreases, the PCE subsidy
al so decreases. Custoners with PCE nay end up paying nore than
before the renewable resource was developed, but non-PCE

custonmers wll benefit fromthe decrease in fuel costs. The PCE
program does not address the fundanental barriers to inproving
energy efficiency. Because the formula currently wused to
calculate rates is directly tied to fuel <costs, integrating

alternative or renewabl e generation technologies could result in
a |lower PCE paynent causing the effective electric rates to
I ncrease. According to the Institute of Social and Econom c
Research (I SER), University of Al aska Anchorage, surveys in PCE
communities, energy use is roughly divided up as follows:
electricity, 27 percent; transportation, 33 percent; and space
heat, 40 percent. Leading edge renewable projects are trying to
address the significant heating energy needs by increasing the
production of renewabl e el ectrons and sending the excess to nake
heat for large comunity structures or groups of honmes. This is
a good idea and stands to make significant cuts to inport fuel
but the PCE formula does not reward this and may actually be a

di si ncenti ve. Including heat kilowatt hours (kW) in the PCE
formula further exacerbates the problem of dividing by all kW
sold rather than diesel generated kW only. An alternate

application of the fornmula, dividing solely by diesel electric
kWh sold, and offsetting electric revenue requirenents wth heat
sales revenues can accurately conpensate the utility while
provi ding benefits to community nenbers.

8:25:22 AM

CO- CHAIR M LLETT agreed that the displacenent of diesel fuel by
renewabl e energy will skew PCE rates. The solution for how to
incentivize comunities towards renewable sources of energy
wi thout | owering PCE eligibility has not been found.

M5. FISHER-GOAD agreed projects built through the Renewable

Energy Fund Grant Program do inpact 100 percent of the kW sold
in a coomunity; in fact, an evaluation of the program has found
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that the PCE program has an inpact on the Renewabl e Energy Fund
Grant Program A ratepayer serviced by a utility that builds a
successful renewabl e energy project may not see a difference in
their rate for the first 500 kW,; however, a portion of the
benefit is shared by the state "essentially from one programto
another, so there is a reduction that happens ... the reduction
is less outlay of PCE dollars.” Thus the residential ratepayer
has either a subsidized rate or a lower rate based upon the
di esel displ acenent.

COCHAIR | SAACSON surmsed that a comunity mnay create an
alternative source of energy, but the cost of energy may not
reach an affordable |evel below the PCE fornula. He asked how
t he Renewabl e Energy Fund Grant Programis working to reduce the
total kWh cost to conmmunities.

MS. FI SHER- GOAD offered to provide additional infornmation on the
cost of projects to a community. The program recogni zes that
realizing the goal to equalize rates through infrastructure
devel opnent only is not possible, and she pointed out that
di spl acing the use of diesel fuel through AEA s Renewabl e Energy
Fund Grant Program nmakes a difference by elimnating fluctuation
and lowering the rates significantly for comercial custoners
and school s. In addition, AEA and RCA will further explain the
efficiency standards that affect the PCE fornul a.

8:30:44 AM

CO- CHAIR M LLETT advised the ultinate goal of the Renewal Energy
Fund Grant Program was to displace the use of diesel fuel and
its inherent delivery problens.

REPRESENTATI VE HUGHES questi oned whether M. Fisher-Goad agrees
that "custoners with PCE may end up paying nore than before the
renewabl e resource was devel oped. "

M5. FISHER-GOAD said she would need to look at a specific
exanpl e because a project may have reduced the anobunt of diesel
used in a comunity, but other factors may be affecting the
rate. O her factors are involved when AEA calculates the full
effect on the PCE program

REPRESENTATI VE NACEAK observed that residents in the Far North
have problens with the delivery of fuel and sonetines nust fly
in fuel or use Rolligons for delivery. At this tinme in Barrow
gas costs $6.20 per gallon and diesel is higher, but before
spring the cost will go up, especially in the smaller villages.
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REPRESENTATI VE FOSTER asked for clarification of the statenent,
"as less fuel is used and the cost to produce power decreases."
He surm sed that this is due to fixed costs.

8: 35: 58 AM

M5. FI SHER- GOAD expl ained that the intent of the PCE programis
to equalize cost for a certain selection of kWh in a community;
thus the PCE subsidy may go down but custoners should be paying
about the sanme. The further benefit is to the state because it
is paying a lower subsidy and infrastructure is being built.
She agreed that fixed costs are spread anongst |ess kW,
al though in general efficiencies have a net effect.

CO- CHAIR M LLETT concluded that energy efficiency and renewable
energy is skew ng the PCE program and asked whether adjustnents
need to be made for the influx of renewable energy projects in
rural Al aska, in spite of the benefit to the state.

M5. FISHER-GOAD said it is premature for her to know until she
can review details of the Renewable Energy Fund G ant Program
and garner nore information fromthe [third-party] evaluation of
t he Renewabl e Energy Fund Grant Program  These findings will be
made available to the commttee so that the legislature can
participate in the determ nation on whether there is a need to
change the fornul a.

CO- CHAIR M LLETT expressed her reluctance to increase costs to
consuners in rural Al aska, which my be an unintended
consequence of the Renewabl e Energy Fund G ant Program

8:39: 08 AM

M5. FI SHER- GOAD assured the conmittee that a significant anount
of diesel fuel 1is being displaced by renewable sources of
energy, which danpens the effect of inflation in rural
communities by providing energy at a stable cost. She offered

to provide further information on renewable infrastructure
t hroughout the state and its positive inmpact on fluctuating
costs. She turned attention to PCE funding, which is by the PCE
Endowrent Fund, the general fund (GF), and the PCE Fund and
Rural Electric Capitalization Fund, the latter of which is
i nacti ve. The PCE Endownent Fund and GF are the two sources
shown in the operating budget that funded PCE paynents totaling
$39.5 million in FY 12 [slide 15]. The endownent fund is an AEA
fund - managed by the Departnent of Revenue (DOR) - that was
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created in 2001 and originally capitalized Wi th t he
Constitutional Budget Reserve (CBR) and the sale of the Four Dam
Pool project. Further capitalization canme from GF in FY 07 in
the amount of $182.7 million and in FY 12 in the anount of $400
mllion. As established in statute, 7 percent of the endowrent
fund's three year nonthly average may be appropriated to the PCE
program As of 12/31/12 the fund has $788 nmillion, and by FY 15

or FY 16 the endowrent fund will be the only funding source
[slide 16].
8:44:. 32 AM

REPRESENTATI VE FOSTER asked whether the current |evel of funding
is sufficient to neet the increased cost to the programthat is
proposed by forthcom ng | egi sl ation.

M5. FI SHER- GOAD said the funding is explained in the fiscal note
attached to the forthcom ng |egislation. She expressed her
belief that the FY 12 capitalization of $400 mllion was
calculated to use less than 7 percent over tine and to provide a

buffer. She referred to the fiscal note attached to the
proposed | egislation and estimted there would continue to be a
need for $4.8 mllion in G~ In further response to

Representative Foster, she said AEA assuned flat earnings of 7
percent, although in reality, earnings fluctuate significantly.

REPRESENTATI VE NAGEAK asked how nmany fund managers are involved
in the PCE fund.

M5. FISHER-GOAD responded that the PCE Endowrent Fund 1is
managed, along with many other funds, by the treasury group at
DOR.

8:50: 20 AM

REPRESENTATI VE NAGEAK recalled generally there are three
managers per fund.

M5. FISHER-GOAD then presented an exanple of the electric use
for the conmunity of Aki ak. Aki ak has 121 electric custoners,
and 89 residential and 9 conmunity facilities are eligible for
the program [slide 17]. In July nost custoners' use is below
the 500 kWh [imt, and comunity facility use is associated with
water and sewer [slide 18]. In Decenber a few residential
custoners exceed the Iimt, and the highest use is by the high
school, which is not eligible for PCE [slide 19]. In summary,
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few residential kWh are not eligible for the PCE program [slide
20] .

CO CHAI R | SAACSON asked why the |[ift station usage is higher in
July than in Decenber.

M5. FlI SHER- GOAD was unsur e.

CO CHAI R | SAACSON surm sed that nore people are hone in Akiak
during Decenber, thus the question is how the power usage by the
utility affects that of the entire conmunity.

8:55:31 AM

REPRESENTATI VE FOSTER heard that the residential average in the
Rai |l belt is over 500 kW per nonth.

M5. FISHER-GOAD estinmated that the average use in Anchorage is
typically between 600 and 700 kWh per nonth and over 400 kW per
month in rural Al aska.

REPRESENTATI VE FOSTER questi oned why the average usage is higher
in the Railbelt.

M5. FI SHER- GOAD suggested that houses are bigger in urban areas
and may be equipped with nore electronics. Al so, generally
speaking electricity costs less in Anchorage and custoners nay
not conserve as they do in rural areas.

OVERVI EW'S) :  SUSI TNA- WATANA HYDRO BY THE ALASKA ENERGY
AUTHORI TY

8:58: 29 AM

CO-CHAIR M LLETT [announced] that the final order of business
woul d be a presentation on the Susitna-Watana Hydro project by
the Al aska Energy Authority.

8:59: 01 AM

SARA FI SHER- GOAD, Executive Director, Alaska Energy Authority
(AEA), introduced a PowerPoint presentation on the Susitna-
Wat ana Hydro project. She renminded the commttee that one of

AEA's strategies is to reduce the cost of energy in the state
and the Susitna-Watana Hydro project is an investnent in the
state's energy infrastructure [slide 2]. Al aska's energy
chal  enges include varied energy costs by region, declining oil
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production, volatile fossil fuel <costs, aging facilities,
di spersed communities, and no central grid, thus a portfolio of
progranms is necessary to provide short- and |ong-term sol utions
for energy needs in Alaska [slide 3]. The Susitna-Wtana Hydro
project is a long-term solution to provide clean and reliable
power to the Railbelt region for the next 100 years. She said
the project is a significant part of reaching the state's goal
of 50 percent renewable energy by 2025 [slide 4]. Currently
hydroel ectric (hydro) provi des 21 per cent of Al aska's
el ectricity, and new wi nd projects are now online [slide 5].

CO-CHAIR M LLETT asked how rmuch the renewable portfolio has
i ncreased since the passage of the Renewable Energy Fund G ant
Pr ogr am

M5. FISHER-GOAD said AEA is now keeping annual statistics and
the renewable sources of energy have increased from about 17
percent or 18 percent to over 20 percent depending on the
fluctuating contribution by hydro.

CO-CHAIR MLLETT, noting an increase in renewable energy of
about 5 percent over the last four years, asked whether the
state's goal wll be reached with or wthout Susitna-Wtana

Hydr o.

M5. FI SHER-GOAD explained that Susitna-Watana Hydro is a 600
megawatt (MW project which would serve 80 percent of the
state's population and would put the state over its goal of 50
percent renewable; in fact, it would provide 50 percent for the
entire region. Wt hout Susitna-Watana Hydro, she opined there
IS no other project that would do so.

REPRESENTATI VE JOSEPHSON asked whether the 50 percent goal is in
statute.

M5. FI SHER- GOAD responded that House Bill 306 established the
goal and is in session | aw

9:03: 35 AM

CO- CHAIR M LLETT said the goal was set in policy that was passed
four years ago along with the goal of a 15 percent reduction of
el ectricity usage during the years 2010 to 2020.

M5. FISHER-GOAD provided a short history of Susitna-Wtana

Hydro, which was first studied in the 1950s by the U S. Bureau
of Reclamation, U S. Departnent of the Interior. |In the 1980s a
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t hree- phase, two dam 1, 600 MN project was studied by the Al aska
Power Authority but abandoned due to |ow gas prices and limted
state funds. In 2008-2009, further interest by legislators and
the passage of the renewable energy goal in 2010 brought the
project back to the attention of AEA, which identified Susitna-
Wat ana Hydro as the large hydro project that would best serve
the Rail belt. In 2011 the legislature authorized AEA to pursue
the project [slide 7]. She introduced M. Dyok, the project
manager, who is very experienced with hydro projects worl dw de.

REPRESENTATI VE NAGEAK asked whether the studies on the project
are being contracted out or are done by the state in-house.

M5. FISHER-GOAD said there is a significant anount of private
sector involvenment in the project and the involved AEA staff is
very small.

9:08:31 AM

WAYNE DYOK, Project Manager, Susitna-Watana Hydro Project, AEA,
Departnment of  Commerce, Community & Econom c Devel opnent
(DCCED), infornmed the commttee benefits from this project are:
serves approximately 80 percent of +the state's population;
generates 1,000 jobs during the peak of construction; provides
st abl e electric rates for over 100 years; provi des
diversification to the state's energy portfolio; provides clean
and reliable energy; and pronotes the integration of variable
resources such as wind [slide 8].

REPRESENTATIVE HHGA NS recalled the abandoned 1,600 MW project
woul d have produced enough energy for the entire state. He
asked why the proposed project is reduced to 600 MWV

MR. DYOK responded that in the 1980s the 1,600 MWV project
exceeded the existing electrical demand and this was a barrier
to obtaining power sales agreenents "for nore power than you can
possibly sell." Currently, the state uses approximtely 5.2
mllion MN hours annually and the project wll provide 2.8
mllion MW hours; this wll neet the goal of 50 percent
renewabl e. In addition, the project is designed for expansion
in the future should the need arise. Part of the reason the
project is this size is for diversification and part is the
overall cost, because the utilities can only bear so nuch of the
cost . M. Dyok turned attention to highlights of the project.
The location is in a renote part of the Susitna River, 184 mles
upriver from Cook Inlet and 87 river mles from Tal keet na. An
inmportant attribute to the location of the project is Devils
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Canyon, a 10-mle portion of the river below the project that is
an inpediment for fish traveling upstream

9:13:45 AM
REPRESENTATI VE JOSEPHSON i nterpreted M. Dyok's statenent to say
that because Devils Canyon is an obstacle to anadronous fish,

the project will not have an effect on fish.

MR. DYCK explained that the project has the potential to affect
sal ron and anadronous fish downstream because the flow of the

river will be varied. The water tenperature can be managed by
mul ti-level intake, but the influence of the flow on the sal non
downstream is a mmjor focus of study. He opined there is no

conparison to the Colunbia River system [in Wshington State]
where sal non nust pass upstream of projects; however, there are
king - chinook - salnon, which will be studied for three years.
M. Dyok said, "The indications are very consistent with what we
had in the 1980s that there are not a lot of salnon making it
upstream of Devils Canyon. But certainly that's sonething that
we are evaluating as well, in addition to the potential effects
downstream "

REPRESENTATI VE HUGHES asked whether water levels will also be
st udi ed.

MR. DYOK agreed that there is a direct correlation between flows
and water |evels downstream The Susitna River flow fluctuates
annually thus studies will look at how the operation of the
project wll affect salnon, other fish species, and aquatic
resources from two sides: optimal operation from an energy and
power perspective and optinmal operation for the protection of
anadromous fish and the environnent. In further response to
Representative Hughes, he confirned that the design of the
project is a roller conpacted concrete dam with the powerhouse
pl aced so that the height of the dam could be expanded in a cost
ef fecti ve manner when needed.

9:19: 12 AM

REPRESENTATIVE HIGA NS recalled before the construction of the
Trans- Al aska Pi peline System (TAPS) there was unfounded concern
about the caribou herd. He asked whether there are ways in
whi ch the dam can benefit fish.

MR DYOK said in his experience other projects have nade
enhancenments to the fishery popul ations downstream by managi ng
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the flows of the river and tenperatures, and by restricting
sedinment. He recalled seeing high flows in the sloughs 50 mles
downstream in August of 1983, and in Septenber the sal non redds
were "high and dry." The project includes a habitat-based
assessnent of the fisheries that will be added to baseline data
from the 1980s, and data from the Al aska Departnent of Fish &
Gane (ADFG to evaluate the water quality and fish habitat. He
said, "Your fundanental question is, 'Is it possible? Yes. "
In response to Representative Josephson, he described how the
salnon lay their eggs in redds.

CO-CHAIR M LLETT asked whether there are regulations on the
Susitna River simlar to those on the Kenai River as to the size
of boat engines in order to protect fish habitat.

9: 25: 00 AM

MR. DYOK surnmised there is not the sane level of regulation on
the Susitna River as on the Kenai River. He assured the
commttee the project will work wth ADFG and | earn about where
the fish are spawning and the potential effects on the river
system in the next two years. It is known from conparing the

1980s data to last year's that the system has not changed a | ot,
but the nunbers of fish have decreased.

COCHAIR M LLETT said, "It we're going to have a conversation
about fish, we should talk about, on the other side of it,
maki ng sure that we are doing everything we can to sustain the
bank - habitat - for returning sal non."

REPRESENTATI VE NAGEAK asked for the form of transm ssion that
will take power to communities.

MR. DYCK explained the power wll be conveyed to the [Al aska
Intertie] for transmssion to the Railbelt. The primry
transmssion line to the grid systemis part of the study that
will be submtted to the Federal Energy Regulatory Comm ssion
(FERC) for approval of the |icense. The grid system begins at
the Parks H ghway. In further response to Representative
Nageak, he confirmed that the plan is to connect the intertie to
exi sting transm ssion |ines.

REPRESENTATI VE HUGHES understood that the «current intertie
cannot handl e the power fromthe project.

MR. DYOK deferred to Ms. Fi sher- Goad.

HOUSE ENE COWM TTEE -14- February 20, 2013



9:29:14 AM

MS. FlI SHER- GOAD answered that |ast year AEA was funded to do a
transm ssion study for the entire Railbelt region. There is a
signi ficant anmount of transm ssion upgrades that are needed with
or without the Susitna-Watana Hydro project. A capital request
has been submitted for work on the transm ssion system that
carries power from Bradley Lake Hydro to the other utilities in
Sout hcentral . The transm ssion study will also look at the
possibility of hydro-to-hydro coordination between the Bradley
Lake and Susitna-Watana projects, and at further integrating
wi nd power fromFire Island and Eva Creek. The utilities desire
a unified system so there can be a one-tariff rate throughout
the system and power can nove freely. She stressed that this
study is independent fromthe interties that are needed for the
proposed project.

REPRESENTATIVE HHGA NS said if the dam were upgraded, what woul d
be the MWon the upgraded transm ssion |ine.

MR, DYOK said the "ultimate buil d-out” would enable 1,000 MV

REPRESENTATI VE H GA NS observed that industry draws on power and
cheap energy costs will bring industry to the state. He urged
for the project to be built as big as possible.

REPRESENTATI VE NAGEAK agreed and pointed out that construction
costs will be cheaper using "today's dollars."

REPRESENTATI VE HUGHES asked how nuch power is drawn by a typical
m ni ng operation.

M5. FI SHER-GOAD heard that power usage of over 300 MV is not
unusual for a mne. She advised that the AEA board of directors
sought to ensure the right size of the project. She descri bed
the power produced by different project designs, and said a
bal ance was reached by taking into consideration that power
sales agreenents with the utilities guided the |evel of power
needed. Al so considered was the goal of 50 percent renewable
energy set by the |egislature.

9:35:19 AM
CO CHAIR | SAACSON stated that this is the tine to talk about the
conplexities of funding construction. He pointed out that the

current design is a base load to provide affordable electricity,
with future opportunities to induce mning production wth
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expansi on. He stressed that the conmittee needs to learn the
details of the project - not just the general information - in
order to "make good law and to provide proper and adequate
funding or proper and adequate direction for you."

M5. FISHER-GOAD recalled at the tinme AEA was funded for the
project the target was to provide 50 percent of the power needed
by the Railbelt and to retire older facilities in the region.
In fact, looking at future or industrial |oads was not part of
t he equati on. She wurged the conmttee to see the economc
i npacts revealed later in the presentation.

CO CHAI R | SAACSON encouraged AEA to present a closer |ook at al
of the facets of the project for the new nenbers of the
conmittee.

CO CHAIR M LLETT suggested nenbers revi ew past |egislation
9:39:12 AM

REPRESENTATI VE JOSEPHSON asked why the dam is needed if a l|arge
di ameter natural gas pipeline is built.

M5. FI SHER-GOAD said this project is not in conmpetition with any
type of gas pipeline. The best use of natural gas is to provide
a source for heating fuel, and natural gas will also continue to
be part of the energy portfolio for the generation of
electricity.

REPRESENTATI VE JOSEPHSON expressed his inpression that the
majority of the residents of Tal keetna disfavor the project. He
asked why there is strong opposition.

MS. FISHER-GOAD stated that the community of Talkeetna is 80
mles away from the site. She acknow edged opposition and
residents' concerns about the potential inpact on fish and about
seismc activity. These issues are being addressed by the study
plan and through FERC s dam safety program which requires the
construction of the safest dam possi bl e.

MR. DYOK opined the real issue is the fishery issue and the
effects of change on the comunity. The study plans wll
address all of the concerns.

9:43:12 AM
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REPRESENTATI VE JOSEPHSON asked for a list of dans in the U S
that have helped fish in sone way. He estimated the |oss of
habitat at 185,000 acres.

MR. DYOK said the study addresses 185,000 acres, but the |oss of
habitat is the area that would be inundated by the reservoir,
which is 23,500 acres.

REPRESENTATIVE HHGE NS clarified that the dam nust be built to
bring down cost for the Interior and the villages too, not just
for the Railbelt.

REPRESENTATI VE JOSEPHSON questi oned whether 20 percent of the
Rai |l belt's el ectrical needs would be net by the dam

MR. DYOK reiterated that electrical demand in the Railbelt is
about 5.2 mllion MN now and the project wll provide 2.8
mllion MN when the project is conpleted in 2024, it wll neet
about 50 percent of the electrical demand.

REPRESENTATI VE JOSEPHSON asked for the cost of the expanded
1, 000 MW proj ect.

MR. DYOK said the current cost projection is estimated at $5.2
billion, and he was unsure of the cost of the ultimate built-
out .

REPRESENTATI VE JOSEPHSON heard that other western states are
abandoning their dans and if so, asked why.

MR. DYOK explained that small danms on the East Coast and the
West Coast were renoved because they no longer serve their
function, and one |arger dam was |ocated in a national park. He
added that the National Hydropower Association is working wth
the environnental community and Congress to possibly add hydro
to sone of the 70,000 to 80,000 existing dans. In response to
Representative Nageak, he said the projects that are under
consideration for retrofits are US. Arny Corps of Engineers
dans, U S. Bureau of Reclamation danms, and independent dans,
nost of which were built for water supply.

CO CHAIR M LLETT asked how technol ogy has reduced the inpact of
dans on the environnent.

MR DYOK advised that there have been advancenents in the

construction of dams in the past 25-30 years, for exanple,
roll er-conpacted concrete construction of dans is nore efficient

HOUSE ENE COWM TTEE -17- February 20, 2013



and allows for nore cost-efficient construction. In further
response to Co-Chair MIllett, he said information fromthe 1980s
geotechnical exploration and additional work has provided for
the design of the dam to wthstand the appropriate ground
not i on. Simlar danms in China have w thstood mgjor earthquakes
with mnor danmage. In addition, FERC and AEA' s board have
agreed to bring in experts in seismcity to ensure the proper
design of the dam

9:52: 09 AM

CO CHAI R | SAACSON surmsed the project could be a catalyst for
t he devel opnent of an enploynent base and resources in Al aska
He asked whether concrete and other supplies can be sourced in
Al aska in support of the private sector.

MR. DYOK said the current cost estimates are based on inporting
cement and fly ash; however, an associated study is |ooking at
whether the raw materials are here to establish a concrete
i ndustry or any other procurenent and resource opportunities.

CO- CHAI R | SAACSON cautioned about the anmount of tinme needed to
expand the Al aska Railroad Corporation or to get permts for new
i ndustry. In addition to an energy project, this project is an
opportunity to fulfill Alaska's constitutional nmandate.

REPRESENTATI VE JOSEPHSON poi nted out that severance tax rates on
| arge mnes generate alnost no revenue, unlike [oil production
at] Prudhoe Bay. He expressed his interest in getting power to
people - wherever they are - rather than providing power as an
i nducenent to l|arge scale mnes. He also viewed a focus on
existing inpacts to the river as a diversion. Representati ve
Josephson opined the Susitna River is a suffering river system
and questioned whether the science is sufficient to nake
i nprovenents to the river.

CO CHAI R | SAACSON observed that putting 10 percent of the known
resources within the state into production would generate $18
billion and surpass the current rate of oil revenue. He urged
for a broad | ook at what is needed so that conmunities can | ower
costs and provide enploynent in rural areas.

CO CHAIR M LLETT said the intent of the conmttee is to hear al
viewpoints and to represent all constituencies in further
di scussion of the Susitna-Watana Hydro project.

9:59:44 AM
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ADJ OURNVENT

There being no further business before the commttee, the House

Special Commttee on Energy neeting was adjourned at [9:59
a.m].
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