SENATE FI NANCE COWM TTEE
January 29, 2014
9:05 a.m

9: 05: 28 AM

CALL TO ORDER

Co-Chair Kelly called the Senate Finance Commttee neeting
to order at 9:05 a.m

VEMBERS PRESENT

Senat or Pete Kelly, Co-Chair
Senat or Kevin Meyer, Co-Chair
Senat or Anna Faircl ough, Vice-Chair
Senator Cick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny O son

VEMBERS ABSENT

None

ALSO PRESENT

James Arnstrong, Staff, Senator Pete Kelly; M ke MKinnon
Owmer and Manager, MKinnon and Associates; M ke Hoffman,
Executive Vice President, Association of Village Counci

Presi dent s; Christine Klein, Chief Operating Oficer,
Cal i sta Corporation.

SUMVARY

PRESENTATI ON: RURAL TRANSPORTATI ON | NFRASTRUCTURE
DEVELOPMENT - | NNOVATI VE SOLUTI ONS TO LOCAL TRANSPORT NEEDS

9: 05: 38 AM

Co-Chair Kelly discussed the agenda for the day.

JAMES ARMSTRONG, STAFF, SENATOR PETE KELLY, introduced a
vi deo as a | oke.



Co-Chair Kelly highlighted the topic for the neeting. He
noted that it coul d be difficult to | ocate an
infrastructure project that took care of nmultiple issues.

9:08: 54 AM

NPRESENTATI ON: RURAL TRANSPORTATI ON | NFRASTRUCTURE
DEVELOPMENT - | NNOVATI VE SOLUTI ONS TO LOCAL TRANSPORT NEEDS

9:09: 27 AM

M KE MCKI NNON, OAMER AND MANAGER, MCKI NNON AND ASSOCI ATES
introduced his colleagues. He comunicated the intent of
the presentation. He provided detail about the role the
Departnment of Transportation and Public Facilities (DOT)
played in transportation infrastructure in the state. He
read opening remarks titled "Rural Transportation Project
Devel opnent” (copy on file):

We are here to present on recent devel opnents in |ocal
and regional transportation project delivery by
request of the commttee. W would like to nake a
short introduction and then turn to a series of slides
to tal k about projects.

First, though a few words about the role DOT&PF plays
in rural Alaska transportation infrastructure. DOT&PF
has devel oped transportation projects in just about
every rural comunity, especially with regard to the
avi ation system The runways that they have built over
the last 30 years, especially the upgrades in the |ast
10 years, have created an exceptional runway networKk.

This is not only a vital community service, the runway
upgrades have also allowed rural air carriers to
invest in new aircraft and navigation systens that are
growing their businesses and significantly inproving
safety and service |evels.

The project teanms in the regional offices who work on
these projects have also brought their expertise to
| ocal and regional level road projects. Projects over
the last 15 years include reconstructing the state-
owned main roads in nost rural hub comunities, and
road projects that cane to the department through its
project selection processes and through directed
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appropriations under the 2005 SAFETEA-LU hi ghway
reaut hori zation act and other |egislation.

DOT&PF has also built many small community roads in
the last 20 years, focusing on high-value health-
related roads serving landfill, water source and sewer
system devel opnents. And, the departnment works wth
coastal comunities on port and harbor projects, and
has a continuous effort wunderway to inprove and
maintain Alaska Marine H ghway System shoreside
facilities. The role of DOT&PF in rural Alaska is far-
reaching and their teans are expert in their tasks.

Yet, with a primary mssion of mjor infrastructure
devel opnent and repair, DOT&F will not be able to
address community road needs in the near future.

In 2005, partly in response to |ocal needs, SAFETEA-LU
included new funding for rural Al aska comunities
through the Tribal Transportation Program and the
Denali Comm ssion. Mrre recently new highway bills
provi ded additional funding through, econom c recovery
and stinulus progranms. The state has participated in
nost of these prograns through nmatching fund
appropriations and direct grants to conmunities and
tribal or gani zati ons. Col l ectively, these funding
sources have provided rural communities wth an
opportunity to inprove |ocal transport systens.

Over the last 8 years, rural roads and waterfront
devel opnent projects across the state have totaled in
the range of $50,000,000 a year. Wile a significant
portion of this funding has gone to comunities along
the road system and coastal communities served by the
Al aska Marine H ghway System about half has gone to
communities off the road network in western and arctic
Al aska.

Sonme | arger communities quickly developed the ability
to manage local road projects, but in nobst cases,
boroughs and regional tribal non-profit organizations
have taken the lead in project devel opnent.

They devel oped transportation departnents, and through
training and hiring, now have a solid record of
successful local and regional road projects. The
regional tribal non-profits, including |CAS, which
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works with the North Slope Borough; Kawerak, based in
None and AVCP, based in Bethel; have devel oped good
working relationships wth the Federal H ghway
Adm nistration (FHWA) who provides technical support
and nost coordinate their work wth DOT&PF, DCCED and
ot her state agencies who provide funding and techni cal
support. In addition, Regional Native Corporations
have contributed to success of these relatively new
prograns through technical support and in sonme cases,
| ocal road building nmaterials supply.

9:15:19 AM

M. MKinnon finished providing prepared remarks:

Most inportant, in renote areas where shipping in
gravel and other road building material can cost 40%
of overal | pr oj ect costs, comunities and
transportation departnments have cone up with sonme very
cost-effective sol utions to st andard road
i mprovenents, which we will review this norning.

Co-Chair Kelly relayed that there were tw parts to the
project. He detailed that one related to the Kal skag Road,
which had inplications for energy costs for rural Al aska,
Fai rbanks, and a large portion of the state. He asked the
M. MKi nnon about information related to "hubbing."

M. MKinnon replied that the topic was related to three
things. The first item was about cost-effective solutions
to local transportation needs. The second item related to
connecting roads between comunities. The third item
focused on the Yukon-Kuskokwi m energy and freight corridor
project, which was the effort by western Al aska to focus on
infrastructure towards the Railbelt and the Fairbanks
transportation hub.

M. MKinnon provided a PowerPoint presentation titled
"Rural Transportation Infrastructure Devel opnent: Local
Roads, Community Connectors, Regional Fuel and Freight
Transport: Goal-Vehicle Fleet Appropriate Solutions" (copy
on file). He turned to slide 1 showwing a dirt road in
Aki ak. He relayed that since the 1980s all-terrain vehicles
(ATVs) had becone the vehicle fleet of villages in western,
sout hwestern, and Arctic Alaska. Trails and pedestrian
facilities had gradually beconme w der and were currently
ATV roads. The image showed the typical md to up-river
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country where fine materials (usually sands) created an
environnment where no drainage existed; the roads were
health and safety hazards.

9:17: 50 AM

M. MKinnon noved to slide 2 showing a picture of a road
i n Emmonak, Al aska, located in the delta downriver country.
In general the soils were very fine, but rain was
considerably nore prevalent. The ATV and truck roads had
serious drainage problens especially in communities that
had water/sewer haul systems, which <could equate to
consi der abl e heal th hazards.

9:18: 26 AM

M. MKinnon turned to slide 3. He pointed to the upper
left image showing a road in Koyuk, Al aska. He discussed
that |ocal roads tended to get sone el evation, drainage put
in place, a good conpacted base, and a dust palliative on
the surfacing. He conmunicated that paving was too
expensive and chip seal and other inexpensive surfacing
mat eri al s broke down too quickly; gravel roads with a dust
palliative (calcium chloride) were the nost cost-effective
in rural Al aska. The challenge was that roads |ike the one
shown on slide 3 cost around $3 mllion to $4 mllion per
mle; the cost was prohibitive in many cases. However, due
to light traffic, the roads would last in good condition
for 10 to 12 years before needing to be rebuilt; it was
possible to get 15 to 20 years out of a road, but the
startup costs were expensive.

9:19:46 AM

M. MKinnon turned to slide 4 titled "Board Roads." He
explained that in lower delta country it was too
challenging to put a gravel road in place. As the ATV fl eet
energed the first effort had been to build small-scale
board roads primarily used for hauling water and sewer and
as pedestrian connectors. The roads had quickly broken down
and over the past five to eight years AVCP [Association of
Village Council Presidents] had been a |eading organization
in the engineering of longer lasting ATV roads in tundra
country. He discussed that the new roads were constructed
with local |abor and were made with materials that could be
maintained in a cost-effective way (slide 5 showed road
construction in Tuntutuliak, Alaska); the roads cost
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approximately $1.5 mllion per mle. Training that went
into the building of roads helped with housing and other
construction.

9:21:19 AM

M. MKinnon pointed to slide 6 that showed a conpleted
project in Selaw k, Al aska. The road technique was w dely
used in coastal and tundra regions of Alaska and
represented one of the ways that |ocal communities worked
with engineering groups and regional tribal organizations
to develop a cost-effective way to address transportation
needs.

9:21: 55 AM

M. MKi nnon addressed how to bring comunities together on
slide 7 titled "ATV Roads." He relayed that the Al aska
vill ages of Tununak and Toksook had di scussed building a 7-
mle road to connect the two conmmunities on Nelson Island.
The road would have cost $24 nmillion and was not feasible.
However, ATV roads cost approximtely $300,000 per nile and
the road between Tununak and Toksook had been conpleted
recently for $2.1 mllion.

Co-Chair Kelly asked for a comment on how the side-by-side
ATVs inpacted transportation in rural Alaska [shown on
slide 7]. M. MKinnon replied that ATV roads were safer,
reduced driver fatigue, reduced wear and tear on vehicles,
and significantly reduced fuel use. The farthest practical
di stance for an ATV driver was between 10 and 12 mles. The
ATVs shown on slide 7 were slightly heavier, but they could
be encl osed; the distance between conmmunities could be up
to 20 mles and could be cost-effective and confortable for
drivers.

Co-Chair Kelly asked for verification that the cost could
be reduced from $3 nmillion per mile to $300,000 per nile to
accommodate ATVs traveling short distances. M. MKinnon
replied in the affirmative. He added that the solution was
appropriate to the current vehicle fleet.

Co-Chair Kelly observed that many communities in rural
Al aska did not need roads that could accommodate pickup
trucks; roads could be engineered for the existing ATV
fleet. M. MKinnon answered that a famly in one of the
villages probably had a snow nmachine, skiff, and an ATV,
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which was a very appropriate way to respond to the
conditions. He stated that the ATV road program had been
successful in accommbdating needs in rural areas.

9:25: 02 AM

Senator Dunl eavy discussed the costliness of the new ATVs
and surmsed that rural residents may ship pickup trucks
that were less costly out to villages. He noted that the
roads were not constructed for heavier trucks. He wondered
how to prevent the potential problem

M. MKinnon answered that it was not practical to drive
trucks on the ATV roads because the roads would break
apart. He noted that the vehicle fleet evolution would
create the need for various types of infrastructure in the
future; however, in the current environnment the solution
provi ded a good bal ance between access and cost.

9: 26: 32 AM

M. MKinnon noved to slide 8 show ng imges of geo-grid
roads in Kwgillingok, Alaska, which cost approximtely
$300, 000 per mle. Materials for the roads could be shipped
in and assenbled and maintained by locals. He stated that
the issue of capacity was addressed by the technol ogy
itself; manufacturers worked wth rural comunities to
ensure that projects were successful. Kwgillingok had a
board-road system and ATV roads, which were used for three
purposes including local streets, skiff Jlaunching area
access, and roads between comunities.

9:27:40 AM

M. MKinnon addressed slide 9 showing four images of
bridges. He discussed the challenge of getting over water
courses. The upper photos showed a bridge outside of Kobuk

Al aska; previously residents had driven through the creek
to access jobs in the Anbler mning district. Driving over
the creek particularly in the spring and winter presented a
safety hazard. The new bridge had been flown to the
community and constructed for $250,000. He comrunicated
that the bridge had changed the nature of transportation
between jobs and the comunity. The |ower inmages showed a
road devel opnent between Tununak and Toksook Bay. The i mage
on the lower Ileft showed the old way of crossing water
courses and the lower right inmage showed new bridges that
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had been constructed. He added that the $2.1 nmillion for
the 7-mle road included the cost of the bridge structures.

9:28:47 AM

M. MKinnon directed attention to slide 10 showing a
subsi stence access road out of Hooper Bay. He explained
that the road stabilization came from regrowth of tundra
into the grid material. The road shown on slide 10 was
three years old and was heavily used. He shared that once
traffic becanme significant a second |ane of the product
could be added; a safety zone could be created in areas
where traffic increased. There road material provided a
real solution to connecting communities and accessing
subsi st ence-use areas.

9:29: 47 AM

M. MKinnon noved to slide 11 that showed an inmage of a
forested hillside road in Southeast Alaska. The road was
eight feet wde, had a drainage system and could
accommobdat e ATVs passing one another and a pedestrian. He
turned to slide 12 titled "Comunity Connector Roads." The
slide included a list of road projects throughout Al aska.
He nentioned the Noatak to Red Dog Mne road. Road
construction from Stevens Village to Dalton H ghway had not
noved forward because building on the river bottom would
have cost approximately $7 million per mle. He pointed to
t he At maut | uak- Kasi gl uk- Nunapi tchuk ATV road connectors in
Yukon- Kuskokwi m  regi on. He noted that the Calista
Corporation had worked on comunity clustering and
community connection. He relayed that the first generation
connections would | ay the base for future devel opnent.

9:31:15 AM

M. MKinnon pointed to slide 13. He discussed the Noatak
to the Red Dog Mne route and shared that DOT had devel oped
a good alternative. He stated that the idea was a good
future project that would cost approximtely $100 mllion.
He detailed that the mne received inexpensive fuel by
shi p; 300,000 gallons of fuel per year would be avail able
for Noatak. A serious |ook had been taken at snow cat
operations for W nt er - haul ; he believed w nter-haul
deserved nore attention wuntil roads becane nore cost-
effective or appropriate.
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9:32:12 AM

M. MKinnon directed attention to an image of Hooper Bay
on slide 14. The imge showed a basin that was only
avai lable at high tide. He detailed that the Al aska Vill age
El ectric Cooperative had worked with AVCP and the Denali
Comm ssion to dredge the basin for materials that were used
in atank farmin the village. The basin was primarily used
for comrercial Halibut fishing vessels.

Senator O son thought the imge on slide 14 was of Nunavi Kk,
Al aska. M. MKinnon corrected that the picture was of
Mekor yuk, Al aska.

9:33: 03 AM

M. MKinnon addressed slide 15 showng a tram project
built by the Bureau of Land Managenent (BLM in the 1950s
between a | ake and a sl ough providing access to an inlet.

M KE HOFFMAN, EXECUTIVE VICE PRESIDENT, ASSOCIATION OF
VI LLAGE COUNCI L PRESIDENTS, interjected to speak to slide
15. He referred to safety and the reduction of energy
costs. The project had been brought to AVCP by the
villages. Slide 15 showed a tram that had been built in the
1960s, which had becone dangerous over the years.
Subsequently the villages had asked for the project to be
included in the Denali Comm ssion; the project had been
conpl eted the past summer. The new trammay was 400 feet and
allowed for the crossing to Chevak and the Yukon River into
the prime subsistence area. He shared that people were
happy with the change. He relayed that AVCP worked to find
projects that would help as many communiti es as possi bl e.

9:35:18 AM

Co-Chair Kelly asked how long the tram was. M. Hoffnman
replied that the tram was 400 feet long. Co-Chair Kelly
asked where the tram was |ocated. M. Hoffman answered t hat
the tramwas | ocated outside a village near Baird Inlet.

Senator Hoffman remarked that there was no road map in the
ar ea.

M. MKinnon discussed that the project was an exanple of

| ocal communities wrking wth the regional tribal
organi zation and wth other tribal organizations and
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boroughs to come up wth vehicle fleet appropriate
solutions for transportation. Slide 16 showed the w nter
construction of a launch ranp in Winright, Alaska. The
ranp had been designed to provide search and rescue access
at all stages of the tide. He detailed that skiffs and
ot her vessels had not been able to access the water at all
tides. The project was an exanple of evolving cost-
effective projects.

M. MKinnon pointed to four inmages of barges on slide 17.
He detailed that barges were the primary source of freight
for rural comunities i ncl udi ng fuel, construction
mat erials, and containers. The |lower right inage showed the
Bethel barge landing. He relayed that the tug conpanies
were trenendous experts at their line of work; the work was
chal l enging and expensive. He explained that tugs kept
their power on and held the barge into shore the entire
time. Shoaling occurred in the area and presented a
navi gation hazard in rivers and sloughs. He pointed to
ot her worker safety and transfer issues.

9: 38: 09 AM

M. McKi nnon comuni cat ed t hat subsequent |y | oca
communities had expressed the need for nooring points
(slide 19). He had worked wth the engineering and
construction firm STG Incorporated to develop a nooring
point system He described the system as a 30-foot piling
cut off below ground with a large chain attached; the
barges could tie onto the chain. The design was devel oped
to prevent snow nachines from accidentally striking above
ground objects. The nporing points had been installed in
approximately 30 to 45 communities. The barge conpanies
were happy with the installations that had inproved worker
safety and had reduced environnental inpacts and shoaling.

9:39:18 AM

Co-Chair Kelly pointed to slide 21 titled "Yukon-Kuskokw m
Freight and Energy Corridor" and remarked that an easier
name for the project was needed. M. MKinnon replied that
one consi deration was Portage Muntains Corridor

M. MKinnon |ooked at slide 21 and relayed that the
corridor was a mmjor regional project that sought to
conbine the Yukon and Kuskokwim River fuel and freight
markets and to direct the markets back to a transportation
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system that was centered in the Fairbanks transportation
hub.

Senat or Bishop asked about pernmt requirenments for the
boardwal k and/or mats. M. MKinnon replied that it had
becone clear that communities were not interested in a
drawn out environmental process where "difficulties rule
the day." The communities were interested in finding a
solution to the transportation problens. He stated that
there seened to be a fairly straight forward environnenta
process. He continued that ATVs in particular could cause
envi ronnental damage if they did not have a grid structure
built to drive on. He comunicated that environnental
agencies, the Fish and Wldlife Service, the National Park
Service, and others had been cooperative and productive in
the building of elevated board and ATV roads that reduced
envi ronnent al i npact.

Senator Bishop expressed his desire to learn nore about
issue further at a later tine.

9:42: 03 AM

Vice-Chair Fairclough pointed to the inmage of a bridge
out si de of Kobuk. She referred to M. MKinnon's testinony
that the bridge provided jobs to Anbler and cost $250, 000.
She wondered if the bridge nmet DOTI standards and if ATV
roads had been adopted under the those standards.

M. MKinnon replied in the negative. He explained that the
standards that applied to the structures were drawn from
national park and recreation uses. He used Perseverance
Trail in Juneau as an exanple where a simlar bridge may be
found. The standards applied to trails and not roads. He
did not know if DOl had adopted or developed simlar
standards. He added that the project (outside of Kobuk) had
been done with the Northwest Arctic Borough and the Denali
Conmi ssi on.

Vice-Chair Fairclough observed that the old boardwal k
standard was horizontal and had changed to vertical. She
asked if the change was an evolution of design. M.
McKi nnon replied that the change occurred in response to
heavi er vehicles and increased traffic. He explained that
the boardwal ks needed to be |arge enough to acconmobdate
pedestrians and two vehicles passing each other. The
boardwal ks were |arger and were developed with a piling
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systemwith an adjustable cap that would enabl e issues such
as permafrost to be dealt with in the future.

Vice-Chair Fairclough asked if the grid was rubber-based
M. MKinnon replied that the grid was made of nylon. Vice-
Chair Fairclough wondered if the material was pliable. M.
McKi nnon answered that the material was rigid but it was
flexible over the length of the eight-foot sections. He
explained that the material nay be doubled up in boggy
areas. The grid would flex with a vehicle, but clanpings on
each end reinforced the structure to make it sound.

Vi ce-Chair Fairclough asked where the material was
manufactured. M. MKinnon replied that the material was
made in the U S. He did not know the specific |ocation.

Vice-Chair Fairclough wondered if the material could be
manufactured in Al aska. She thought that extra tires could
be used in the structures if the material was nmade of
r ubber.

Senator Bishop noted that there was a supplier and
manuf act urer in Fairbanks.

9:46: 14 AM

Senator O son asked about inpacts the materials had on
permafrost. M. MKinnon answered that there were no
adverse inpacts on permafrost. He detailed that the
structures had been used extensively in Barrow and there
had been no negative inpacts there or in tundra areas.

Senator O son discussed dealing with tides in the barge
i ndustry. He wondered how barges were dealing with the
issue. M. Hoffman answered that the structures were used
for rivers and ocean |ocations; they were nore effective on
the rivers. He used the Kwethluk River as an exanple where
barges had to deal with the tide and the river activity.
Barges held with their engines. There had been a nunber of
villagers tossed fromtheir boats in the night as a result
of hitting shoals. The issue was one of the prinmary reasons
for working to put the nooring points in. The nooring
poi nts worked out in Tununak, Hooper Bay, Nunavik Island as
well. He discussed that barges wanted to get in and out on
the tides; everyone was cognizant of the timng of the
tides. He added that the nooring points did help with the
tides.
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9:48: 52 AM

M. MKinnon communicated that the barge operations were
expertly run, but they did contribute significantly to the
cost of fuel and freight delivery in western and Arctic
Al aska. The communities in the Kuskokwim area had asked
AVCP to |look at the Portage Muntains route that had been
in place for generations; the route was between the Yukon
and Kuskokwim Rivers at their narrowest |ocations. The
state had provided a grant for reconnaissance engineering
on the project and had subsequently provided a grant for
the corridor planning. He explained that the corridor plan
was a new step in the Federal H ghway Adm nistration's
(FHWA) project devel opnent process for nmmjor projects. The
adm nistration had been challenged by the fact that
sonetinmes ideas were taken to the National Environnental
Policy Act (NEPA) and NEPA was then used as a way to find a
transportation solution. He elaborated that FHWA had
pronmoted and AVCP had adopted an interim step called the
Corridor Plan that allowed for the investigation of a
practical solution; the solution was then taken into the
desi gn and NEPA process.

M. MKinnon turned to slide 22 titled "Railbelt-Based
Transportation System"™ The proposal was to use existing
barge operations and to connect the Yukon and Tanana Rivers
back to the Fairbanks transportation hub.

9:50: 54 AM

M. MKinnon |ooked at slide 23 titled "2014 Select
Corridor for Design." He communicated that the Portage
Mount ai ns connection provided near to corridor material
sites along the entire length, which was wunique from
typi cal construction in western Al aska; the Portage
Mount ai ns represented a uni que geol ogic feature that may be
the reason the rivers had remained separate. The |ast six
to seven mles were on the river. He nentioned that
material would be brought from the Portage Muntains to
address the floodplain zone. He stated that six mles was a
reasonabl e haul distance for material. He noted that along
the corridor mountain zone there were two to three nmiles of
typical material haul. The availability of material began
to point at the idea that the construction project was
practical .
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9:52:17 AM

M. MKinnon noved to slide 24 related to design criteria.
He wanted to build a comercial vehicle road; the route
woul d be seasonal coinciding with the barge operation. The
route would not be open to ordinary vehicles because
pliability was reduced if comercial freight and fuel
operation were the only vehicles on the road; safety was
al so enhanced significantly. He shared that there were nmany
operational characteristics about a commercial vehicle road
that pointed favorably in the project's direction. The
barge port in Kalskag was in place and port on Paim ut
Sl ough would require sheet pile supporting and would have
upl and staging. The project was |ooking at a barge-to-barge
pi peline transfer system Additionally, there would be a
small dianeter pipeline buried for the wuse of fue

transfers.

9:53: 23 AM

M. MKinnon |ooked at slide 25 and shared that Li DAR and
aerial surveys had been conpleted the prior year. The
surveys created a 3-D digital terrain nodel of the existing
ground. The product was currently available for the entire
design process; it allowed for the devel opment of corridors
to very specific standards wi thout further expensive survey
work. The tool would allow for the devel opnent of specific
cost estimtes and would help deal wth environnental,
cultural, and engineering issues early on in the process.

9:54: 34 AM

M. MKinnon noved back to slide 23 titled "2014 Sel ect
Corridor for Design" to address different design corridors.
The focus had been on Corridors B and C, Corridor D was a
component of Corridor C. The challenge with Corridor D was
the absence of a port on the Kuskokwim River. Two ports
woul d need to be constructed. Additionally, the terrain was
| ower and had a larger floodplain. Corridor E was state-
selected land originally designed to access a mning
district to the northeast. The <corridor was still in
consideration in the event that Jland issues or other
wi t hdrew Corridors B and C fromthe running.

Co-Chair Meyer asked about Corridor B that went partly

through the Yukon Delta National WIldlife Refuge. He
wondered if it was a concern. M. MKinnon replied that
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originally there had been a Corridor A that had gone
through the refuge. He explained that AVCP had worked
closely wwth the US. Fish and WIdlife Service and had
elimnated the corridor. Very careful decisions to nove
Corridor B out of the US. Fish and WIdlife Service
managed area had been made; the corridor had been noved to
Cal i sta and Kuskokw m Cor poration | and.

M. Hoffrman el aborated that AVCP had worked with the US
Fish and WIdlife Service since the project's inception.
Fish and WIldlife had relayed that it would not have a
significant issue if the corridor noved over five mles
(out of the refuge). The organization had partnered wth
Fish and Wldlife and kept it inforned of every step of the
proj ect .

9:57:15 AM

Senator Bishop asked if Corridor B or C offered a better
cut and fill opportunity that would allow for a Iess
expensive road. M. MKinnon replied that Corridor B was on
outstanding road-building land. He referred to photos on
slide 26; the left photo showed the foothills of Corridor B
and the right photo showed foothills in Corridor C

M. MKinnon noted that the Kuskokwim River comunities
directly served by the project could grow over tinme. The
communities were noving approximately 17 mllion gallons of
fuel and freight annually; the Yukon was noving about 10
mllion. The goal was to |ook at the business nodel of
conbining the markets and bringing themto the Railbelt to
find a cost-effective way to nove fuel down the rivers. He
added that there was a 35-mle link between the rivers,
which was a very reasonable distance to nove fuel and
freight (especially by pipeline). The objective was to
select one of the corridors by Decenber 2014; there was a
series of criteria primarily related to engineering,
environmental , |ocal uses, and cost.

9:59: 32 AM

M. MKinnon finished on slide 27 titled "Yukon-Kuskokw m
Freight and Energy Corridor." Once the corridor plan was
conplete the project would nove into the design phase,
whi ch was pl anned for conpletion in 2019.
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Co-Chair Kelly asked how the project would inpact the
Rail belt. He nentioned an Anacortes route versus an
Interior route that would provide fuel to the areas. M.
McKinnon replied that there were 3,000 mniles between
Anacortes and Bethel, 2,000 mles between Anchorage and
Bethel, and 800 mles between Bethel and Fairbanks. He
expounded that transportation security was an energing
issue. Trying to prepare western and Arctic Alaska to
participate in the natural gas econony evolving in the
state that would be focused on the Railbelt was a project
goal. Part of the business plan investigation was to | ook
at the cost-effective opportunities that natural gas could
provide to the refineries in the Fairbanks area and to
produce gasoline and diesel for instate use.

Co-Chair Kelly pointed out that without gas the plan did
not buy the state nmuch due to the higher cost of refining
in Fairbanks rather than Anacortes. M. MKinnon answered
that AVCP and the region recognized that the project would
prepare Alaska for the natural gas econony. He added that
the caveat was that a generation of opportunity was |lost if
pr oj ect desi gn was not r eady when construction
opportunities presented thenselves. The objective was to be
as prepared as possible to position the state for changes
that may arise resulting fromgas arriving in Fairbanks.

Co-Chair Kelly asked for wverification that when fue
arrived at the nouth of the Kuskokwi m and Yukon Rivers it
had to wait for ice to flow out. He wondered if the issue
was a problem M . McKi nnon answered that it got
conplicated quickly. He detailed that when a nainline barge
was brought into Kuskokwim Bay it had to wait for seasona
ice to nove out. He pointed to navigation hazards between
the area and Bethel; therefore sonme of the fuel had to be
lighted off to villages along the way. He stated that
holding a mainline Dbarge for lightering was cost
prohibitive and inefficient. Once the barge reached Bethe
it was offloaded and redistributed upriver and downriver
t hr oughout the season.

Co-Chair Kelly surmsed that the plan would need to
anticipate a road or railroad from Nenana to Tanana.

10: 03: 25 AM

M. MKinnon answered that three strategies were currently
under consideration. The first was to wuse the current
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Nenana barging systemthat would require a fuel pipeline or
railroad to transport fuel to the location fromrefineries.
The second option was to go to the |aydown yard at a bridge
on the Yukon River; there were sone navigation issues that
woul d need to be |ooked at between the bridge and Tanana.
Third, DOTI was currently |ooking at an option that would
involve an extension of the Elliot H ghway to a point
across the river from Tanana. One strategy would be to
truck fuel to the barge landing at the termnus of the
extended Elliot Hi ghway.

Co-Chair Kelly observed that the |aydown yard option at the
Yukon River was attractive because it was in place. He
noted that it was a |long distance between the yard the next
village that would need fuel. M. MKinnon responded in the
affirmati ve. Once fuel made it on the barge the
transportation was nore efficient than highways. He noted
that getting the fuel on the barge was the key.

Co-Chair Kelly asked about the amount of fuel. M. MKinnon
replied that the fuel was 27 mllion gallons. Co-Chair
Kelly asked about truck traffic that would be required to
get the fuel froma refinery in Fairbanks to the Yukon. M.
McKinnon did not currently have the answer; there was
currently a teamworking to determne the information

Co-Chair Kelly asked if the traffic would be substantial.
M. MKinnon replied that there would be significant
traffic. He detailed that it would be nobst effective to
nove fuel by pipeline or rail to the barge term nus.

Co-Chair Kelly asked if a barge could get through the
confluence of the Yukon and Tanana Rivers. He thought the
area was shallow and difficult. M. MKinnon believed there
was a four-foot draft.

Senator Bishop interjected that the area was called Squaw
Crossing; there was currently a barge conpany that
navigated the area daily with fully |oaded fuel barges. He
el aborated that it may be necessary to wait several days to
find a channel because of changes that occurred on the
eight-mle w de delta.

10: 06: 55 AM

Co-Chair Kelly asked about dredging the area as an option
M. MKinnon replied that the option would be | ooked at as
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part of understanding the feasibility of each of the three
strategies. He relayed that that the study would | ook at
navi gation inprovenent, hazard elimnation on the Yukon
near the Dalton H ghway, and dredging the Tanana Ri ver.

Co-Chair Kelly discussed the different options available to
transport the fuel. He asked for verification that al
three options |isted were currently under consideration.
M. MKinnon answered that the options were all currently
on the table. He pointed out that the system was designed
to take advantage of existing nmethods of transport and
existing vehicle fleets to the extent practical. He added
that the road in the Portage Muntains would be seasonal
i ke the Kl ondi ke H ghway out of Skagway used to be. Use of
the road seasonally would create cost-efficiencies and
reduce environnental inpacts.

Co-Chair Kelly wondered if freight was a significant
consideration. M. MKinnon believed that annually there
were approximately 12,000 tons of construction naterials
that noved on the Kuskokwim and 7 mllion to 8 mllion on
the Yukon. He elaborated that noving the material out of
Fai rbanks by barge could be very practical if the costs of
materials |ocated in Fairbanks were absorbed in the cost of
getting the entire supply of products going to Fairbanks in
place. He added that the freight haul provided sone
opportunities.

10: 10: 02 AM

Co-Chair Kelly referred to talk about pipelines in
different areas, generating power, and running transm ssion
lines related to the potential opportunity wth natural
gas. He remarked that the proposal was the first he had
seen that would include a nmgjor portion of rural Alaska in
the benefits of natural gas in relatively quick tine. He
observed that it would be a shame if the state was not
ready to take care of rural Alaska when it had billions of
cubic feet of gas comng down the Railbelt. He thought the
proposal nmay work and could | ower fuel costs.

Senat or Hof fman beli eved people needed to realize that the
AVCP region was very large and was the rough equival ent of
the size of Washington State. He added that Bethel served
56 communities in the area. He believed the project could
be a significant game changer for the comunities on the
Kuskokwi m and Yukon Rivers. He referred to several energy
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studies conducted by Donlin Creek LLC wusing peat and
barging fuel fromthe up the Kuskokwi m which would require
four large barges daily when the river was running. He
continued that the organization was |ooking at building a
24-inch gasline from Cook Inlet to Crooked Creek at the
cost of several billion dollars. He believed that it was
not unfeasible to look at the project as a potential for
the organization. He reiterated that the project would be a
great game changer for communities on the Kuskokwi m River
He noted that the project could be expanded in the future
to transporting building materials, freight, groceries, and
ot her coomodities to western Alaska by rail . He
communi cated that the people of the region were excited
about the project.

10: 13: 13 AM

Senator Bishop conmunicated that the Instate Energy
Conmittee was focusing in on the intertie delivery of
Liqguid Natural Gas (LNG. He expressed support for the
di scussed project. He discussed that the project would
provi de a contingency in the event of navigation hazards or
| ow water on the Kuskokwim River. He was also |ooking at
the delivery of mcro LNG on the state's river systens and
to coastal conmmunities.

Vice-Chair Fairclough was interested in cost estinmates
related to the corridor project. She asked about the nunber
of people that would benefit from the project versus the
gallons or weight on the freight under consideration. M.
McKi nnon answered that the reconnaissance cost for the
road, pipeline, and ports was in the range of $125 mllion.
He relayed that it was not unreasonable to think about the
idea of only building the pipeline in the first generation
of work, which would be a winter construction project; it
would cost around $60 nmillion. He shared that the port
facilities were cost-effective and were probably in the $8
mllion range. The ports would be constructed wi th enough
piling to support a barge for the duration of a transfer.

Vice-Chair Fairclough asked if $60 mllion was for the
pipes. M. MKinnon replied that the figure was for the
pi peline. He expounded that the estinmate was rough and the
conpany was working on solidifying nunbers. There were
25,000 people in the Calista region and about 12,000 in the
west ern Doyon region. The project would serve approximately
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12,000 people in the Calista region and over tinme the
project could serve the entire region.

10: 16: 39 AM

Vi ce-Chair Fairclough asked whether assunptions included
other projects in the area providing alternative energy.
She wondered whet her Al aska Energy Authority (AEA) projects
had been considered. She referenced the 27,000 gallons of
fuel discussed by M. MKinnon and noted that the state was
working to displace the fuel with other renewable projects
in the area.

M. MKinnon replied that there were two conponents to
Vice-Chair Fairclough's point. First, the Calista region
was noving rapidly towards alternative energy connecting
t hrough switching devices to upgraded diesel power plants,
which would reduce fuel consunption. Additionally, the
housing prograns were nmaking nmajor i nprovenents to
weat heri zation and fuel use by individual hones. He
continued that the Calista region population was grow ng
rapidly; therefore, the projections showed slight increases
in the use of fuel over tine.

Vi ce-Chair Fairclough discussed the inpact on the private
sector barging fuel. She wondered what would happen to
private sector businesses when the state began to provide
| ower costs. She wondered if the private sector would
continue to do business and act as a backup. M. MKinnon
answered that the question was part of the initial
devel opnent  pl an. He elaborated that in the initial
generation of work it was expected that the coastal barge
operations would continue and that the project would focus
on the Yukon and Kuskokw m Rivers. The substanti al
popul ation in the Calista region lay on the coast primarily
due to available resources. The AVCP project goal was to
create a port authority or a private operation to run the
Portage Muntains facility. There had been substanti al
conversations with the barge operators whose view was that
they could continue to provide current services and they
| ooked forward to finding out what could be done with the
Portage Mountains corridor. He added that current operators
on the Yukon River also worked on the coast.

10: 20: 21 AM
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Vice-Chair Fairclough acknow edged the state's goal in
providing low cost energy to rural Alaska. She was
interested in the financial return if the project only
benefitted 12,000 people. She pointed to mgration from
rural communities and noted that the state wanted to
encourage individuals to live where they wanted. She
wondered about the age denpbgraphic in the conmunities and
if future generations would continue to benefit.

M. MKinnon replied that the population was young and
grow ng. He relayed that future generations would benefit
fromthe project. He rem nded the comrittee that the nunber
of people served wuld be the conbination of the
popul ations in the Yukon and Kuskokwim River areas; by
conbining the markets the price per gallon could drop
significantly and both rivers would benefit. The Calista
AVCP region had a young population with stabilized vill ages
and grow h projected in the future.

Co-Chair Kelly remarked that there had been mgration in
rural Alaska and that Bethel was grow ng trenmendously. He
believed the growh would continue. He surmsed that the
state needed to accommpdate migration to rural regions

since economics had encouraged it. He believed the
mgration was a good thing. He acknow edged pitfalls and
troubl es t hat occurred as popul ati ons adj ust ed.

Additionally, there was a much Ilarger population on the
Rai | belt that would benefit fromthe project. He noted that
it was unfortunate that the state was allowi ng much of the
region to buy fuel from somewhere el se when it was produced
i n-state; he understood that it was currently too
expensive. He wondered if the project could succeed and
wor k under the current systemif only a pipeline was built.
He detailed that <currently there was not natural gas
avai l able to produce the refined products in Fairbanks. He
di scussed that Nenana had been a barge hub for many years.
He noted that the population served would also include
mnes in the area. He believed the population the project
woul d serve was |arger than 12,000 to 25,000 people.

10: 24: 01 AM

Co-Chair Meyer wondered if it was possible to partner with
m ning conpanies in the region such as Donlin Creek and
others. He noted that there was no sense in building two
pipelines in the area. He did not know whether the Denal

Conmi ssion  was involved and wondered about Nati ve
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corporation involvenent. He believed that wi th partnerships
the project cost could be reduced for the state.

Co-Chair Kelly discussed the financial inpact to capital
and operating budgets and conmmunities. He believed noving
ahead with the next steps of the pipeline was appropriate.
He was interested to learn about the next step costs
related to the pipeline. He believed the design was $13.9
mllion. He asked for verification that the nobney was not
in the current capital budget.

Senat or Hof fman confirned that the project design noney was
not in the current capital budget.

Co-Chair Kelly assunmed that the design and noney for the
next steps of a pipeline wuld be significantly reduced. He
was interested to see the information by the end of the
current session in order to help determine a plan B, which
could be a pipeline on its own. He believed nost of the
obj ectives were served through a pipeline.

M. MKinnon agreed. He planned to have the information for
the conmittee by March 2014. He believed the NEPA and
associ ated design could be acconplished for a capital cost
of approximately $6 mllion. The discussion was currently
underway with the Fairbanks, Bethel, and Seattle, WA
busi ness conmunities relating to a pipeline versus the full
proj ect devel opnent. He relayed that proj ect st age
devel opnent was not unusual .

10: 27: 18 AM

Senator Dunl eavy asked about estimated annual maintenance
and operations costs over tinme. M. MKi nnon answered that
cost estimtes were derived from the DOl standard of
$10, 000 per lane mile; by that estimate the costs would be
approxi mately $800,000 per year. The caveat was that the
road woul d be seasonal; there would be break open costs and
costs for three nonths of operation each year. He believed
the nunmber would be much |ower than the $800, 000, but the
i nformati on had not yet been determ ned.

CHRI STI NE KLEI N, CHI EF OPERATI NG  OFFI CER, CALI STA
CORPORATION, was not prepared to talk about specific
projects and understood that the purpose of the current
conversation was to cover different concepts for rura

Al aska; she believed M. MKinnon had successfully outlined
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the concepts. She renmarked that the region was renote and
vast and wthout significant infrastructure. The subject
was conplicated by |and issues; there were approxi mately 50
cormunities within a park region, which nade solutions
difficult. She discussed the inportance of |ooking at site
specific solutions; the departnents and agencies had not
been very successful in the area because they were held to
federal standards. She discussed return on investnent for
Calista shareholders and its support for the project;
however, energy <cane first for the organization. She
addressed that M. MKinnon and M. Hoffman had worked to
illustrate that the project |ooked at the entire region and
how it may integrate with other regions of the state in
addition to the nulti-nodal aspect. She relayed that the
organi zation focused primarily on projects that would
inpact the entire region, had an economc benefit, and
would help the people of the region from a business
perspective. She encouraged the state to conplete existing
projects in the queue.

10: 30: 57 AM

Co-Chair Kelly conmunicated that his nmeeting M. MKinnon
and hearing about the project had conme before the conmttee
because of Fetal Al cohol Syndrone (FAS). He detailed that
FAS was a statew de problem and was particularly acute in
rural Alaska. He was involved in an initiative to reduce
FAS; it had becone painfully obvious that there were |ower
| evel needs that were not met in rural Al aska. He discussed
that when taking on an issue such as FAS the first thing
that needed to be fixed were Ilower level issues. He
stressed the inportance of energy costs. He encouraged the
presenters to talk to the commttee about "hubbing" and
noted that in order to help sonmeone it was necessary to
transport them to a medical facility in another |ocation.
He acknow edged that transportation could not always occur
if it involved flying from village to village to reach
Anchorage. He thanked the presenters for the presentation.

Senator O son |ooked at proposed corridors and wondered
which one Ms. Klein (as a fornmer DOT enpl oyee) favored. He
pointed out that Aniak was a major hub community with a
|arge airport; therefore he wondered why Corridor E was not
the favored option. Ms. Klein replied that unfortunately
the feasibility assessnent engineering report had not yet
been conpl et ed; it was necessary to wait for the
informati on before a determ nati on was made.
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Co-Chair Kelly discussed the schedule for the follow ng
day.

#
ADJ QURNVENT

10: 34: 21 AM

The neeting was adjourned at 10:34 a. m

Senat e Fi nance Comm ttee 24 01/29/14 9:05 A M



