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PCSI TI ON  STATEMENT: Provided a presentation on the Susitna-
Wat ana Hydro project.

ACTI ON NARRATI VE
8:02: 04 AM

COCHAIR DQUG | SAACSON called the House Special Commttee on
Energy neeting to order at 8:02 a.m Representati ves Hi ggi ns

Hughes, Nageak, Josephson, and |saacson were present at the call
to order. Representatives Foster and MIllett arrived as the
nmeeti ng was in progress.

PRESENTATI ON:  ALASKA ENERGY AUTHORI TY

8:03: 09 AM

CO CHAI R | SAACSON announced that the only order of business
woul d be an update on the roles and responsibilities governing
the Al aska Energy Authority (AEA) by Sara Fisher-Goad, Executive
Director. To introduce this topic, he paraphrased from
[legislation passed in the 26th Alaska State Legislature] AS
44.99. 115 Decl aration of state energy policy, as follows:

Al aska recognizes its econom c prosperity is dependent
on available, reliable, and affordable residential,
commercial, and industrial energy to supply the
state's electric, heating, and transportation needs.

COCHAIR | SAACSON informed the committee nore information is
forthcomng on the closure of the Flint Hlls Resources oil

refinery - the largest oil refinery in Alaska - and on the
status of instate oil refining.

CO CHAI R | SAACSON resuned paraphrasing fromthe above statute:

The state also recognizes that worldw de supply and

demand for fossil fuels and concerns about gl obal
climate change wll affect the price of fossil fuels
consuned by Al askans and exported from the state to
ot her markets. In establishing the state energy

policy, the state further recognizes the inmmense
diversity of the state's geography, cultures, and
resource availability.
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CO CHAI R | SAACSON stated Ms. Fisher-Goad has been asked how AEA
can institute a conprehensive and coordinated approach to
support energy efficiency and conservati on.

8:05:47 AM

SARA  FI SHER- GOAD, Executive Director, AEA, Department  of
Commerce, Community & Econom c Devel opnent (DCCED), provided a
Power Poi nt  presentation entitled, "Alaska Energy Authority
Overview." She first pointed out the challenge that Al aska has
diversified resources, but because it is a very large state, the
anount of electrical energy produced and used in each region
varies greatly [slide 2]. Also, the cost of energy varies from
comunities that are supplied with natural gas as is Anchorage,
to rural areas that rely on diesel fuel for heating. The cost
of electricity is consistently higher in |less popul ated areas.
An additional challenge - related to projects recomended for
funding by AEA' s Renewabl e Energy Fund Grant program - is that
by statute new projects are to be directed at areas where the

cost is highest, and are also to be regionally spread. Ms.
Fi sher-Goad noted that the |owest cost of electricity is in
Juneau, Ketchi kan, Wangell, and Petersburg, which are supplied
by mature hydroelectric (hydro) projects [slide 3]. Sour ces of

energy also vary from a heavy dependency on diesel fuel and a
smal |l amount of energy generated from wind and conbined cycle
sources in the Lower Yukon-Kuskokwim (YK) region, to the
Rai | belt, which is heavily dependent on gas, steam or conbined
cycle, and with additional supplies from hydro, w nd, and diesel
[slide 4].

8:09: 34 AM

REPRESENTATI VE HUGHES asked for a description of the cost of
energy by region.

M5. FI SHER- GOAD acknow edged slide 4 shows only the sources of
energy by region for heating and electricity.

REPRESENTATI VE H G@ NS asked whether the Interior was included
as part of the Railbelt.

M5. FI SHER- GOAD said yes, the Fairbanks and Tanana Vall ey areas
are included in the Railbelt. In further response to
Representative Hi ggins, she said although Fairbanks does not
have natural gas, slide 4 conbines both heat and electricity,
and the Railbelt includes the Anchorage area, which has
significant supplies of natural gas.
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REPRESENTATI VE H GA NS suggested the Interior should be shown
separately from the Railbelt, "because that really tells the
story."

M5. FI SHER- GOAD agr eed. However, slide 4 is a broad |look to
denonstrate the idea of how conplex the regions are. For
exanpl e, Sout heast generally has | ower cost el ectrical
generation, but there are still many small comunities w thout
hydro in the Southeast region that are dependent on expensive
diesel; thus within regions there is great disparity, as is the
case in the Railbelt with the difference in energy costs between
the Interior and Southcentral .

8:12: 34 AM

REPRESENTATI VE NAGEAK asked whether AEA has further information
on the sources of energy for other areas of the state that are
m ssing fromslide 4.

M5. FISHER-GOAD said yes, in AEA s Alaska Energy Statistics
report, and offered to provide additional information as slide 4
does not represent the differences in the entire state. I n
further response to Representative Nageak, she said AEA would
provide information on |ocal sources of geothermal, wnd, and
sol ar energy.

CO CHAI R | SAACSON agreed with the need to separate the Interior
from the Railbelt because it is not accurate to say 100,000
people in the Interior have sources of energy that they do not;
al so not represented are constraints on transm ssion |ines. He
stressed that the conplex situation in the Interior nust be
understood properly in the context of air quality and ground
wat er contam nation issues.

M5. FI SHER-GOAD informed the committee the goal of AEA s annua
statistical report is to provide useful analyses and sunmary
information to stakehol ders, | egi sl ators, nonprofits, and
utilities.

8:16:17 AM

REPRESENTATI VE HUGHES suggested presentations for |egislators
shoul d include all areas of the state for a conplete picture.

M5. FISHER-GOAD assured the conmttee AEA seeks to provide
useful information in its statistical report. The primary
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m ssion of AEA is to reduce the cost of energy; however, the
| ong-term benefit of this may not nmean that tonorrow the cost of
kilowatts hours may be less than today, but that ten years from
now, the cost should not be higher. This task influences AEA' s
choice of which projects and prograns to devel op. There are
four primry areas of work AEA uses to reduce the cost of
ener gy: pl anni ng and pol i cy; i nvesting in ener gy
infrastructure; diversifying Al aska's energy portfolio through
funding and grant prograns; providing technical and comunity
assi stance [slide 5].

8:19: 23 AM

REPRESENTATI VE NAGEAK said a program to reduce the cost of
energy in Alaska should include the effect of federal |and use
policies on finding oil and gas, and other sources of energy.
In many areas, land use policies in the state and the permtting
process "gets in the way of a lot of things in terns of trying
to reduce the cost of energy,"” especially in rural Al aska where
nost of the land is owned by the federal governnent.

M5. FI SHER- GOAD agreed the situation described by Representative
Nageak is part of the overall picture of energy and resource
devel opnent . She returned to the presentation and said AEA is
now Al aska's Energy Ofice - after taking over from the Al aska
Housi ng Fi nance Corporation (AHFC) |ast year - for the purposes
of admnistering planning funds from the U S. Departnent of
Energy and taking a greater role in energy planning and
devel opnent [slide 6]. As Al aska's Energy Ofice, AEA sits on
the board of directors of the National Association of State
Energy Oficials (NAESO). Oher tasks of Alaska's Energy Ofice
include acting as the lead on Alaska's energy policy and
devel opnment; coordinating regional energy plans on a statew de
level; nonitoring state energy goals; coordinating nulti-agency
efforts such as the Interior Energy Plan; maintaining a role in
project analysis through the Enmerging Energy Technol ogy Fund and
the Renewabl e Energy Fund Grant program transm ssion planning
[slide 6].

CO CHAI R | SAACSON asked why the Emerging Energy Technol ogy Fund
was not funded in the governor's budget.

M5. FISHER-GOAD advised that AEA is processing Round 2 of
applications to the Enmerging Energy Technology Fund; there is a
portfolio of about 16 projects from Round 1, and from Round 2
will be funding a "handful of projects on energing technol ogy."
In further response to Co-Chair |saacson, she explained that

HOUSE ENE COWM TTEE - 5- February 5, 2014



wi t hout addi ti onal funding there will not be anot her
solicitation for energing energy technol ogy.

8:25:56 AM

REPRESENTATI VE HUGHES surm sed fiscal year 2014 (FY 14) funds
were distributed, there is a smaller amunt of funding still
avai l abl e for FY 15, and funding for FY 16 will be zero.

M5. FISHER-GOAD clarified that AEA received $2 million in FY 14
for projects that are being evaluated now and funding will soon
be announced; however, the FY 15 budget, which is before the
| egi sl ature now, does not have funds for Round 3 of energing
energy technol ogy. She then directed attention to slide 7,
which was a graph showing AEA's coordination wth other
agenci es, stakeholders, non-governnental organizations (NGs),
on slide 8, slide 7 illustrated the relationship that AEA has
with entities, and specifically that its work and prograns, such
as diesel displacenent, are a direct result of policy direction
and funding through the legislature. For exanple, the Renewabl e
Energy Fund G ant program is a successful process that AEA
devel oped and has seen through its seventh round of projects.
The governor provides |eadership and policy direction as does
AEA's board of directors, along wth the legislative and
executive branch process. Ms. Fisher-Goad advised other
exanpl es of agency coordination on energy prograns are AEA' s
work with AHFC on energy efficiency issues, and with AHFC and
AEA's sister agency, the Alaska Industrial Developnment and
Export Authority (AIDEA), on the Interior Energy Project (IEP)
Furthernore, AEA and Al DEA share services, financing functions
boards of directors, staff, and a building. There are also
shared facets of prograns such as the Sustainable Energy
Transm ssion and Supply (SETS) and Power Project Fund (PPF) | oan
progranms, and shared responsibilities on the due diligence of
| oan applications and |oan servicing. The agency also has a
relationship with the Al aska Center for Energy and Power (ACEP)
to assist with data collection and analysis, with the Departnent
of Mlitary & Veterans’ Affairs (DWA) on energency response in
rural conmmunities, and with the Departnent of Transportation &
Public Facilities (DOT&PF) to supply power to airports and on
potential transportation corridors. Regar di ng federal agencies,
AEA is providing information to the U S. Departnent of Defense
Energy Initiatives Task Force on the use of renewabl e sources of
energy on mlitary bases, and to the U S. Departnent of State
on Arctic policy issues related to energy. These are exanpl es
of AEA' s core function as a resource for technical expertise to
a variety of agencies.
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8:34:33 AM

MS. FlI SHER- GOAD continued, noting that AEA retains anal yses of
energy statistics from its managenent of state prograns and
projects, and continues to fulfil its mssion of sharing said
information [slide 7].

CO CHAIR | SAACSON inquired as to AEA's role in the coordination
of energy policy developnent wth all of the interested
agenci es.

M5. FI SHER- GOAD responded that AEA s energy policy devel opnent
follows its energy pathway to planning on a regional |evel.
Al t hough regional plans nust be "owned" by regional entities,
AEA exam nes regional plans and provides internal technical
resources, and those from other agencies, to ensure consistency
within the state. The intent is for regional plans to address
the priorities of each region in order for the devel opnent of
energy projects that translate into economc drivers, such as
proposed |iquefied natural gas (LNG production in the Fairbanks
and North Slope Borough areas. This potential production raises
the possibility that conpressed natural gas can play a role in
the future of coastal Alaska as well. Communities and | ocal
utilities also seek assi stance from AEA regardi ng economni cs.

CO- CHAIR | SAACSON sumrarized that AEA is able to "tap the
network, when soneone has an issue,” and brings conponents
together to solve a particular regional problem

M5. FI SHER- GOAD agr eed.
8:39:46 AM

REPRESENTATI VE HUGHES asked for AEA s point of contact in each
region, and whether AEA facilitates the devel opnent of regional
pl ans. She further asked, "Do you ever assenble them all and
tal k about how that feeds into the statewi de plan ...?"

MS. FI SHER- GOAD expl ai ned that through appropriations, AEA funds
entities like the Alaska Regional Developnent Organizations
(ARDORs), Dvision of Economc Developnent, DCCED, and the
Sout hwest Al aska Municipal Conference (SWAMC), to help wth
regi onal planning. The Southeast Conference was hel pful in the
devel opment of the Southeast Al aska Integrated Resource Plan.
In fact, her agency does bring regional planners together to
exchange information on simlar issues, often in conjunction
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with Al aska Minicipal League (AM.) neetings. She offered to
provi de additional details on the coordinators in each region.

REPRESENTATIVE HI GA NS asked for nore information on the
specific projects that are currently underway. He remarked, "I
guess what | would like to know is what exactly do you oversee

what projects are you tal king about?" Slide 8 showed severa

AEA projects such as the Power Cost Equalization (PCE) program
the Power Project Loan Fund, Rural Power System Upgrades, and
Bul k Fuel Upgrades; he characterized AEA's role as that of a
broker - bringing parties together - but not as a source of
funding, and restated his interest in AEA's role in overseeing
progr ans.

8:43:41 AM

M5. FI SHER- GOAD expl ained that the funding AEA has to provide
progranms and projects comes primarily from general fund (GF)
appropriations - AIDEA funding is not used. The two agencies
have shared enployees, and costs for their services are
al |l ocated accordingly. She said AEA has approximtely 400
projects "on the books"” including rural energy infrastructure
and renewal energy fund projects that are overseen. Again, nore
information will be provided to the comittee about who 1is
wor ki ng on rural energy planning.

CO- CHAIR | SAACSON expressed his belief that energy program
coordination is inportant in understanding sone of the projects
because of "all of the players that are involved." Governnent
agencies gather information in a different way, and he asked how
AEA ensures that it has access to the nost current resources and
techni cal expertise fromall of the entities.

M5. FISHER-GOAD referred back to slide 7, and said AEA knows
what is available fromdifferent organizations, but sonetines is
in a different role; for exanple, as a nenber of the governor's
Subcabi net on Econom c Devel opnent. There is interest in
scheduling quarterly neetings with state agencies to discuss
energy, energy policy, and program devel opment, but it is hard

to digress fromthe inplenentation of existing prograns. In the
past, there were regular regional neetings during the witing of
Senate Bill 220, energy-related legislation that was passed in

the 26th Al aska State Legislature. She then referred to slide
8, and noted that progranms mnust be assigned to the proper
agency.

8:50: 52 AM
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CO CHAI R | SAACSON read from AS 44.99. 115 (4)(B) as foll ows:

By using one office or agency, as may be specified by
| aw,

CO- CHAI R | SAACSON suggested that the AEA board is constrained by
law as it is only able to fund energy projects, and asked
whet her the legislature needs to restructure the statute so that
AEA can conplete long-term planning and inplenentation, and so
there is a clear vision that AEA is a cl earinghouse.

M5. FI SHER- GOAD di sagreed that the statute is a restriction, but
instead the admi nistration has created an opportunity for AEA to
"take the lead on energy policy and developnent” whether
specified by law or not. There have been good results fromthe
prograns the |egislature has asked AEA to develop and manage.
She assured the comrttee that AEA has shown through the
devel opnent of prograns that the statute does not need to
change. Her agency is also funded for specific projects which
enable it to provide coordination and |eadership; thus the
| egi slature has a variety of ways - and also through funding -
to enable AEA to function

CO-CHAIR | SAACSON cautioned that AEA's success is tied to

support from the admnistration, which could be w thdrawn. He
expressed his concern that AEA s coordi nated approach should be
described in statute to prevent roadbl ocks. Co- Chair |saacson

rel ayed his experience as the mayor of North Pole.
8:55:11 AM

CO-CHAIR M LLETT recalled her years studying statew de energy
i ssues and deci ding that one state energy plan does not work for
Al aska, because each region of the state is very different. She
opined the structure of AEA is sufficiently broad and flexible
so the agency can work with other departments and is not |imted

to one mssion. In addition, it was found that AEA's
cooperation with AIDEA, AHFC, and the Departnment of Health and
Social Services (DHSS) is a pliable system that will function
after a change in admnistration. The existing structure allows
AEA to wuse other organizations; in fact, one of the best
outcones from AEA is the use of pathways to explore the needs of
comuni ties. It is nearly inpossible for the legislature to

wite an energy plan for the whole state, because comunities
seek to wite their own energy plans and decide what resources
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to utilize. The perception nmay be that AEA is spread out and
not coordinated, but the agency is in an advantageous position
statutorily. She warned that "if we do narrow down [the] focus

or narrow down [the] ability ... the statute would disallow
[AEA] to do some of the things [it is] able to do on a
cooperative basis wth other agenci es. " She expressed

admration for AEA's acconplishnents such as the Renewable
Energy Gant Fund, and she restated that AEA's statutory
authority should not be restricted. Representative Mllet said
she was reluctant to nmake any changes as AEA is able to respond
to the tasks assigned to it by the legislature. Energy planning
with AEA is not broken.

9: 00: 30 AM

CO CHAI R | SAACSON observed AEA hol ds "fl exi bl e coordination” but
there are statutory constraints because its board of directors
is only authorized to fund energy projects, and thus is not
involved in policy inplementation, which is a weakness. He
urged for giving the board a greater influence on operations

policy, and inplenentation.

MS. FI SHER- GOAD advi sed that AEA projects are not directed by
the board but are projects that have been funded by the
| egi sl ature. As with the Renewable Energy G ant Fund program
AEA vets and ranks projects and provides its recommendations to

the | egislature. For the last six rounds, the legislature has
funded projects followng the recomendati ons of the AEA board
which indicates this is "a good, objective process.” The

executive branch has influence al so.
CO CHAI R | SAACSON surm sed the AEA board has a m ni nal inpact.

M5. FISHER-GOAD reiterated that AIDEA and AEA board nenbers are
the same. The AEA board nenbers are involved with issuing bonds
and managi ng outstanding bonds and the assets that AEA owns.
The AEA board also approves loans over a certain threshold.
Wen the board neets there may be nore action itens under the
structure and function of Al DEA The AEA board is very
interested in the agencies work in inplenentation and at an
upcom ng strategic planning session she expects to discuss the
synergy between AIDEA and AEA, and AEA's role in economc
devel opnent, as a project to reduce the cost of energy often has
a large econonmc developnent conponent and benefits to a
comunity in a different way. Ms. Fisher-Goad expressed her
interest in guidance from the board on the evaluation of that
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type of project. This guidance is always in conjunction with
the |l egislature, the executive branch, and stakehol ders.

9: 06: 26 AM

CO CHAIR | SAACSON sunmarized that at this point the AEA board
although it may serve a greater purpose in the future, does not
have nmuch interaction and oversight in the direction of AEAs
operations - the direction conmes from governor.

M5. FlI SHER- GOAD acknowl edged that AEA has nore of a direct
relationship through capital budget itens, |egislative funding,
and the governor's budget, than through direction from the
board, in contrast w th Al DEA

9:08: 14 AM

REPRESENTATI VE HUGHES recal |l ed | ast year AEA projected a certain
anount for the Susitna-Watana Hydro project, but that anpbunt is
not in the governor's budget. She asked for an update on the
negotiations with the |andowners on property issues, when the
property issues are expected to be resolved, the anount of
fundi ng requested, and the | evel of the board's invol venment.

M5. FI SHER- GOAD explained the entire AEA budget is subject to
the Executive Budget Act. The governor's nmessage is that
addi ti onal progress nmust be made on the permts fromthe village
corporations that are needed to conplete studies on the Susitna-
WAt ana Hydro project; negotiations with the village corporations
should result in |land-access approval in February, 2014.
Following that, the budget issue would then be revisited.
Furthernore, AEA has requested an extension from the Federal
Energy Regulatory Commission (FERC) for the initial study
report, although the draft initial study report has been filed.
Ms. Fisher-Goad assured the conmittee the project had a very
successful field season, as land access was limted to only
three of the ten focus areas.

9:13: 00 AM
CO-CHAIR [1SAACSON, in response to Representative Josephson
advi sed that wupdates on Railbelt Transm ssion, the Susitna-

WAt ana Hydro project, and the Interior Energy Project wll be
provi ded by AEA and Al DEA on 2/12/14.
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REPRESENTATI VE JOSEPHSON asked the presenter whether all six
village corporations were going to issue permts and |and access
approval this nonth.

IVB. FISHER-GOAD stated the Cook Inlet region village

corporations have fornmed a working group on this matter; she

said, "I think the intention is that, that everybody would,

woul d be essentially agreeing to the same ... permt structure
so, that's our understanding ...."

CO- CHAIR | SAACSON directed the presenter to divert to an update
on the Susitna-Watana Hydro project.

COCHAIR M LLETT observed that the commttee needs to have

updates on all of the projects AEA is nanagi ng. She expressed
her interest in the progress of AEA's projects rather than the
functionality of the agency. Her constituents are especially

interested in the Susitna-Wtana Hydro project.

9:17:10 AM

M5. FISHER-GOAD offered to also provide information on the
significant progress that 1is being made on rural energy
proj ects. She reviewed a history of the search for a large
hydroel ectric project that led to the determnation that
Susi t na- WAtana was the preferred project. Legi sl ative funding

through the FERC |icensing process has been received, and a
project manager was hired two years ago. Susi t na- Wat ana Hydro
is a long-term diversification project to provide a clean,
reliable energy source, and pronote integration of variable
power sources, including wind projects and other hydroelectric.
This project also diversifies resources and nmaxinm zes fossil

fuel resources for heat [slide 22]. The project is located on
River Mle 184 of the Susitna Rver - 87 river mles from
Tal keetna and 22 mles upstream from Devils Canyon - and woul d

provi de about 50 percent of the Railbelt's energy demand [slide
23]. A Departnent of Transportation and Public Facilities study
is being used to determne which one of three access and
transm ssion routes wll be recommended to FERC [slide 24].

REPRESENTATI VE JOSEPHSON poi nted out because of trespass issues,
field crews |ooked at 2,000 acres out of 160,000 acres of |and
affected by the project, and questioned why this was regarded as
a successful field season.

9:21:56 AM
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VWAYNE DYOK, Project Mnager, Susitna-Wtana Hydro, AEA, DCCED,
answered that a successful field season is based on what was
acconpl i shed. There were 58 studies involved, but not al
required field effort. In May, 2013, when approval from the
village corporations and Cook Inlet Region, Inc. (CIRI) was not
forthcomng, the field studies were conducted on other |ands or
by alternative neans. For exanple, the radio telenmetry studies
were done wusing helicopters instead of fixed towers. He
acknowl edged that access would have been preferred, but each
study was successful. There was also a very good safety record
this season. The draft report filed with FERC reveals "an
i ncredi ble anount of information" from water quality, ice, and
fisheries studies. Two field study seasons are required and the
first season acconplished its goals in getting the information
required to assess inpacts.

MS. FI SHER- GOAD corrected Representative Josephson and said AEA
did not have access to approximtely 2,000 acres, but did have
access to nost of the area.

MR. DYOK, in further response to Representative Josephson, said
on My 10, 2013, there was a death of a subcontractor who
deviated from the nmapped route. The subcontractor was not part
of the field program however, additional safety procedures were
i npl emented even for consultants, prime contractors, and
subcontractors.

9: 26: 38 AM

REPRESENTATI VE HUGHES inquired as to why the project is not
described as a renewable source of energy towards Al aska's goa
of renewabl e energy.

M5. FI SHER- GOAD assured the conmttee AEA considers the Susitna-
Watana Hydro project a renewable source and inportant to
Al aska's goal; in fact, Alaska has 20-22 percent renewable now,
nost of which is hydro. This project will play a significant
role in achieving the goal of 50 percent renewabl e by 2025.

MR. DYOK highlighted winter and sunmer season studies of ice,

noose, caribou, and fish. Extensive fish studies included
looking at their |life-stages, habits, and conditions, and
sanpling from the river [slides 27 and 28]. There have been
many inquiries as to whether adult sal non travel upstream of the
Wat ana dam site. In addition to studies of I|ife stages and

habitat, radio telenetry studies were conducted in 2012 and 2013
of salnmon that were tagged 20 mles upstream of the confluence
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of the Tal keetna, Susitna, and Chulitna Rivers. Fish at the
Yentna River were also tagged. As an aside, he noted that the
Al aska Departnment of Fish & Gane (ADF&S) is using the
af orenentioned data in its nanagenment plans.

9:31: 20 AM

REPRESENTATI VE NAGEAK asked if the 2012 and 2013 studies
col l ected one year of information.

MR. DYOK explained AEA radio-tagged 603 fish at Curry, and 18
were tracked into Devils Canyon, 3 were tracked upstream of
Devils Canyon, and one was tracked upstream of the project site.
The 603 fish represent approximately 6 percent of the total
nunber of fish that travel ed upstream

REPRESENTATI VE NACGEAK restated his question.

MR. DYXK said the study was done in 2012 and 2013, and one nore
year is planned [slide 29]. Moose and caribou were al so radio-
collared, and evaluations were done on Dall sheep, raptors,
brown bats, and wood frogs [slide 30]. Slide 31 was a nmap that
"shows you the conplexity of the work that we are doing." Water
is being collected at 10 focus areas between the upstream and
downstream boundary, and within each focus area is recorded the
flow of water, water quality, fish presence, and the riparian
habi t at . The information collected will be used to nodel the
effects that the project will have on each of the focus areas.
He estimated that the cost to nodel each focus area is $2
mllion.

9:34:11 AM

REPRESENTATI VE NAGEAK recal l ed there have been problens with the
flow of water and erosion, and asked whether erosion and the
flow of water over the past several years - along the route of
t he dam - have been studi ed.

MR, DYOK said AEA will wundertake a major study to |look at the
dronor phic aspects of the river; the study will nodel from the
dam downstream into the Jlower river for an undeterm ned
di st ance. At this tinme, it is anticipated geonorphic studies
will go down to the confluence of the Yentna River, from river
mle (RM 26 to RM 184, and w |l be used to understand and node

how nmuch erosion will take place in 50 years. He returned to
the presentation, saying the project is in the preapplication
phase, after AEA applied to FERC for a 120-day extension;
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however, the initial study report is conplete except for
information related to the timng of the studies and

nodi fi cations thereof. The goal over the next 120 days is to
di scuss appropriate nodifications w th stakehol ders. As access
and budget issues are concluded, AEA wll have conplete

information at the filing on June 3, 2014. After filing, there
is a cooment period for participants of 120 days, and FERC w ||
issue its decision in January of 2015; thus the second field
season is planned for 2015, and the license application will be
filed towards the end of 2016. It is expected that the
construction phase would begin in 2018 and the operational phase
woul d begin in 2024 [slide 32].

9:37:40 AM

REPRESENTATI VE  JOSEPHSON st ated t hat accordi ng to t he
presentati on, AS 44.99.115 (4)(B) directs AEA to avoid
duplication; furthernore, one of AEA's tasks is to do project
anal ysis and vetting. He asked,

Is there a point at which AEA, based on its nission
st at enent or based on the necessity to avoid
duplication, which is in statute, would say "This is

duplicative ... and it's ten years out, just as the
| arge dianeter LNG pipeline would be, it's duplicative
of that, its redundant of that, there's a |ack of
resources." Are those kinds of analyses made as wel |l ?

Is this conparable to the Knik ArmBridge ...?
9:38: 58 AM

M5. FI SHER- GOAD responded that AEA has been funded to pursue the
hydro project and the natural gas pipeline project has been
funded because they are viewed as conplenentary, and not in
conpetition with each other. The hydro project is to neet the
renewabl e energy goal for electricity, and instate use of
natural gas is nost effective as a source of heat. She restated
that AEA received its direction from a variety of ways -
including from the legislature - to look at l|arge hydro and
conplete an analysis on which project nmade sense; in fact, data
from financing consultants has consistently supported the
assunptions made about the project - that it can achieve its
expected cost of power over 50 years. She concluded that the
overall costs of the project and the anobunt of energy produced
are remai ni ng consi stent.
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REPRESENTATI VE JOSEPHSON referred to the bullet point on slide 9
entitled, "Energy Planning and Policy," that read:

Locally driven and conmunity-vetted blueprint for
sustainability

REPRESENTATI VE JOSEPHSON t hen asked whether AEA has the support
of residents of the Susitna River basin, and if the project is
| ocal ly driven.

M5. FI SHER- GOAD rem nded the commttee that Susitna-Wtana Hydro
woul d serve residents from the Fairbanks area to the Homer area
and 80 percent of the state's population. The project has been

specifically driven by the passage of Senate Bill 42 [in the
27th Alaska State Legislature] and AEA's task to conplete
analysis on hydro projects in the Railbelt. She stressed that

AEA has a certain flexibility and the power to pursue projects
that are directed by the legislature and the governor's office.

9:44: 21 AM

REPRESENTATI VE JOSEPHSON recalled a statenent that other states
have renoved hydroelectric projects from their renewabl e energy
portfolios. He asked whether that was true and for the
reasoni ng.

MR. DYOK explained that in states that are predom nately hydro,
such as Washington, hydro projects are renoved for baseline
cal cul ati ons, not because they are not considered renewabl e, but
so as to not distort statistics on renewable resources. He said
he was unaware of any plans to renove | arge hydro projects.

CO-CHAIR M LLETT expressed her preference to conplete the
project update rather than debate support for the project. At
this tinme, the commttee is hearing about AEA s status and
progress on the project. She suggested hearing public testinony
at a later time so that constituents could speak about the
social aspects of the dam In response to Representative
Josephson, she agreed that other topics could be addressed at a
| ater comttee neeting.

REPRESENTATI VE HUGHES inquired as to what the 50-year average
electrical rate will be if there is a gas pipeline, but the dam
is not conpl et ed.

M5. FISHER- GOAD conpared the project to the Bradley Lake
Hydroel ectric Project, which at the tine it was built produced
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at approximately 4.5 cents per kilowatt hour (kW) - a little
hi gher than the cost of natural gas at that tine - and continues

at that rate. If Susitna-Watana is not built, the greater
anount of natural gas used would be subject to inflationary
costs. The agency expects the project to produce power at an

average of about 18 cents per kW for 50 vyears, thus the
breakeven point with natural gas should occur earlier than 12
years [slide 34]. She stressed the cost of natural gas is
projected to increase.

9:49: 31 AM

REPRESENTATIVE HI GA NS pointed out the fluctuations of the
hydr ocarbon supply and market as conpared to that of the flat
cost of hydro.

CO CHAI R | SAACSON agreed that a commodity i s unpredictable.
9:50: 44 AM

M5. FISHER-GOAD continued to the next steps of the Susitna-
Wat ana Hydro project. The project teamwill use the additiona
extension time to consult with AEA and ensure that discussions
are held with stakehol ders and governnental resource agencies.
O her tasks include: the feasibility report to acconpany the
license application; the financing plan and economics; utility
coordi nati on; stakehol der engagenent.

MR. DYOK added that his team is looking forward to conpleting
the final initial study report and getting continuing responses
from agenci es, stakehol ders, and NGCs.

CO- CHAIR | SAACSON referred to the season of field studies and
asked how nuch traditional and |ocal know edge has been
incorporated in the site surveys and nodel i ng.

MR. DYCK confirmed that AEA relied on local know edge from a
cultural resources perspective. Interviews were conducted and
staff worked closely with Ahtna, |Incorporated, and biologists
contacted elders; this information was coupled wth site
investigation efforts and nodeling. He acknow edged the
i nportance of understanding the history of the resource that
Al aska Native and |ocal conmmunities can provide, and to research
soci al sciences and subsi stence practices.

REPRESENTATI VE JOSEPHSON, in order to clarify the scope of the
commttee's questions, acknow edged that there are authorizing
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statutes, but pointed out that the |legislature routinely
reassesses projects such as the Knik Arm Bridge and Tol
Aut hority ( KABATA) and the Alaska Gasline Devel opnent
Corporation (AGDC). He asked whether any U S. dam of conparable
size has been built in the past 40 years, and if not, why.

9:55:11 AM

MR. DYOK answered that significant dans have been built, but
FERC has not licensed a |arge project. CGenerally, nost of the
good sites in the Lower 48 have been selected. Internationally,

many projects are underway and the International Hydropower
Association has a process to determne all of the inpacts; in
fact, the process for this project aligns with what is done on
an international scale.

REPRESENTATI VE JOSEPHSON obtained information on the N squally
Ri ver that [indicated] some fish species are doing well, but not
the original species that inhabited the river. He then asked
for exanples where the original anadronpbus species is doing as
well, after the construction of a dam as before. He expressed
his concern for "downriver."

MR. DYOK agreed that the downriver area is also his main area of
concern, and offered to provide the requested information.

9:57:49 AM

REPRESENTATI VE NAGEAK informed the conmittee that in Barrow and
on the North Slope pink salnon and ot her species are taking over
the native fish such as whitefish, cisco, and burbot. These
fish are being displaced by salnon, even in areas where there
are no projects nearby. He urged the commttee to | ook at other
causes for this problem such as [climate] warm ng.

CO-CHAIR M LLETT related her research last year revealed that
dans are being renoved in the Lower 48 - not because of fish -
but because of poor construction. Those decisions are based on
the structural design of a dam and she opined that is not the
type of dam construction that wll be used on Susitna-Wtana

Hydr o.

MR. DYOK acknowl edged that a nunber of danms have been renoved
for structural reasons and a few others because they prevented
fish from access upstream However, hydro devel opnent at
existing dans is experiencing a Renaissance; in fact, Congress
has passed legislation to facilitate adding run-of-the-river
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hydro to existing projects. He projected a growmh in hydro
projects over the next 20 years.

CO- CHAIR | SAACSON encouraged nenbers to research sourcing
construction materials in Al aska.

10: 01: 04 AM

ADJ OURNVENT

There being no further business before the conmttee, the House
Special Commttee on Energy neeting was adjourned at 10:01 a. m
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