ALASKA STATE LEGQ SLATURE
HOUSE SPECI AL COWM TTEE ON ENERGY
March 26, 2015
10: 22 a. m

VEMBERS PRESENT

Representative Jim Col ver, Co-Chair
Representative Liz Vazquez, Co-Chair
Represent ati ve Benj am n Nageak
Representative David Tal erico
Representative Cathy Tilton
Representative Matt C aman
Represent ati ve Adam Wol

MEMBERS ABSENT

Al'l nenbers present

COW TTEE CALENDAR

PRESENTATI ON: ALASKA ENERGY AUTHORI TY
- HEARD

PREVI QUS COMM TTEE ACTI ON

No previous action to record

W TNESS REGQ STER

SARA FI SHER- GOAD, Executive Director

Al aska Energy Authority

Depart ment of Commrerce, Community & Econom ¢ Devel opnent

Anchor age, Al aska

POSI TI ON STATEMENT: Provi ded a Power Poi nt presentation entitled
"Alaska Energy Authority: Renewabl e Energy Fund and Susitna-
Wat ana Hydro," and dated 3/26/15.

SEAN SKALING Director of Program Devel opnent and Project
Eval uati on

Al aska Energy Authority

Depart ment of Comrerce, Conmunity & Economi c Devel opnent

Anchor age, Al aska

PCSI TI ON  STATEMENT: Participated in the presentation by the
Al aska Energy Authority.

HOUSE ENE COWM TTEE -1- March 26, 2015



BRYAN CAREY, Project Manager

Bradl ey Lake Hydroel ectric

Al aska Energy Authority

Depart ment of Comrerce, Conmunity & Economi c Devel opnent

Anchor age, Al aska

PCSI TI ON STATEMENT: Answered questions during the presentation
by the Al aska Energy Authority.

WAYNE DYCOK, Project Manager

Susi t na- WAt ana Hydr o

Al aska Energy Authority

Depart ment of Comrerce, Conmunity & Economi c Devel opnent

Anchor age, Al aska

PCSI TI ON STATEMENT:  Answered a question during the presentation
by the Al aska Energy Authority.

BETSY MCGREGOR, Susitna-Watana Environnmental Manager

Al aska Energy Authority

Depart ment of Comrerce, Conmunity & Econom ¢ Devel opnent

Anchor age, Al aska

PCSI TI ON  STATEMENT: Participated in the presentation by the
Al aska Energy Authority.

ACTI ON NARRATI VE

10: 22: 30 AM

COCHAIR LlIZ VAZQUEZ called the House Special Committee on
Energy neeting to order at 10:22 a.m Representatives C aman,
Wbol , Nageak, Talerico, Colver, and Vazquez were present at the
call to order. Representative Tilton arrived as the neeting was
i n progress.

PRESENTATI ON:  ALASKA ENERGY AUTHORI TY

10: 23: 18 AM

CO CHAI R VAZQUEZ announced that the only order of business would
be a presentation by the Al aska Energy Authority, Departnent of
Commerce, Comrunity & Econom c¢ Devel opnent.

10: 24: 06 AM

SARA FI SHER- GOAD, Executive Director, Alaska Energy Authority
(AEA), Departnment of Commerce, Community & Econom c Devel opnent
(DCCED), informed the commttee AEA nmanages statew de progranms
under its mssion: To reduce the cost of energy in Al aska. She
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said AEA has the ability to own and operate some projects, but
cannot own new projects, except the authority to own and devel op
Susi tna-Watana Hydro was granted in 2011. To carry out AEA' s
m ssion, nost statewide prograns fall wunder AS 42.45 and the
renewabl e energy prograns fall under the statute for energy
prograns for Alaska (slide 2). The agency has focused on
communities by taking a holistic approach, conbining renewable
energy projects and core infrastructure projects for Rural

Al aska. This focus wll ensure conmunities are in a project-
ready status so that their basic structure can accept the
integration of a renewable project. Internally, AEA seeks to

enphasi ze comunity devel opnment, planning, program devel opnment,
proj ect evaluation, and inplenentation (slide 3).

10: 26: 26 AM

SEAN SKALING Director of Program Developnent and Project
Eval uati on, AEA, said one benefit of the renewable energy fund
program is to help achieve the state's renewable goal of 50

percent by 2025. In 2012, the goal was at 24 percent and there
is additional w nd and hydroel ectric (hydro) power not accounted
for at this tine. Also, in certain regions of the state there

has been great progress towards the goal, especially on Kodiak
| sl and and in Southeast, which has 97 percent renewabl e energy.
Anot her benefit is that the renewable energy fund program hel ps
di spl ace volatile-priced fossil fuels; in fact, about 15 mllion
gal l ons of fuel per year has been displaced. Another benefit is
that the program expands the renewabl e energy know edge base by
"l eaps and bounds" (slide 4).

CO CHAIR VAZQUEZ asked when the state's renewable energy goal
was est abl i shed.

MS. FI SHER- GOAD answered the goal was established in 2010 by
House Bill 306 [passed in the 26th Al aska State Legi sl ature].

CO CHAI R VAZQUEZ asked how "renewable" is defined in regard to
this goal.

MR. SKALI NG responded that renewable is defined in statute for
this program as follows: wi nd, hydro, bionmass, woody bionass,
geothermal, solar, and an option for any |ocal fuel, such as
| ocal natural gas.

CO CHAIR VAZQUEZ surmised the state definition differs from that

of the United States Environnental Protection Agency (EPA),
whi ch excl udes hydro.
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10: 31: 20 AM

MS. FI SHER- GOAD said EPA and the U.S. Departnment of Energy (DOE)
definitions of renewable can include hydro power; however, AEA
seeks to better define what federal prograns are available for
devel opi ng hydro power. For exanple, financing can be avail able
for hydro power, but statistics of renewable energy often do not
i ncl ude hydro power.

CO CHAIR VAZQUEZ concluded that federal prograns w Il exclude
hydro, but for financing and for state purposes, the definition
i ncl udes hydro.

M5. FISHER- GOAD acknowl edged there is no black and white
definition; in fact, AEA has identified projects that are best
for comunities, but that do not quite fit the statutory
requi renents of the renewable energy fund program either. On
the federal level, AEA has found that for financing, certain
hydro projects qualify as a renewabl e resource.

MR. SKALING pointed out that DCE has a strong goal called
Hydropower Vision which seeks to utilize hydro by energizing
water systenms for irrigation and other purposes; however,
federal support is limted to certain departnments and grant
progr ans. He returned attention to the benefits of the
renewabl e energy fund, noting that the program has a strong
technical and economc evaluation process which neans the
projects are subject to the sane vetting process, so that public
funds are granted for the best use possible. There is an
enphasis on high cost areas and providing regional balance, and
eligible applicants also include the transm ssion of renewabl es.
M. Skaling added that projects are funded in phases, beginning
wth a feasibility study and followed by funding for design
and/or construction (slide 5). In 2014, the renewabl e energy
fund program and Kodiak Electric received a joint award fromthe
Clean Energy States Alliance, and he restated that in 2014 -
t hroughout the state - 15 mllion gallons of diesel equivalent
were displaced (slide 6). He provided a funding summary for
Rounds | through VII: each round is one year beginning in July,
with applications due in Septenber. After Round VIII, about 800
applications will have been received and 185 distinct projects
will have been funded, and there are about 125 active grants
(slide 7). He displayed a nmap that showed the grants funded
across the state after Rounds I-VII, and which illustrated the
regional distribution of the nmany communities affected by the
fund (slide 8). Further, a graph indicated the funds spent by
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resource: wind and hydro are approximately 35 percent of the
fund, followed by biomass, heat recovery, and heat punp projects
(slide 9). M. Skaling advised that the renewable energy fund
allows sufficient flexibility so that AEA can nmake adjustnents
in response to the needs of communities.

10: 38:48 AM

REPRESENTATI VE WOOL asked whether there has been any ocean tidal
activity.

MR. SKALING responded that there have been resource studies
whi ch would go through the energing energy technology fund; in
Fal se Pass, studies show a strong tidal resource, but the issue
is how to provide a cost-effective device to serve a very snall
conmuni ty.

MS. FI SHER- GOAD added that the Fal se Pass project does not fit
well into the renewable energy fund, but is a good project for
hydroki netic testing that could be provided through the energing
ener gy technol ogy fund.

REPRESENTATI VE CLAMAN inquired as to heat projects and heat
recovery projects.

MR. SKALI NG explained that heat projects include biomass; heat
recovery projects take excess heat froma small conmmunity diese

power system and use it in a nearby building. Heat punps are
direct heat and geothermal projects generally are electric, but
they can have a direct use of heat. In further response to

Representative C aman, he added that excess wind and hydro
energy can also go to heat, but their best use is to produce
electricity. M. Skaling provided a graph which illustrated the
regional distribution of funds from Rounds [-VII (slide 10).
The first 44 projects in operation funded by the renewable
energy fund in the amount of approximately $314 nillion, have a
net present value (NPV) of $889 mllion for an overall program
benefit cost ratio of about 2.8 (slide 11).

CO CHAI R VAZQUEZ asked when the program start ed.

MR. SKALING said the program began in 2008, and grew to its
present |evel of activity. He provided a graph that showed the
fuel displaced by renewable energy fund projects in operation,
begi nning in 2009. In 2013, many projects reached operationa
stages; it is projected that 20 mllion gallons of diesel
equi val ent fuel would be displaced in 2015 (slide 12).

HOUSE ENE COWM TTEE - 5- March 26, 2015



REPRESENTATI VE CLAMAN observed that slides 11 and 12 indicate
that wind power activity is highest. He asked for the reason
wi nd has historically outperfornmed hydro.

10: 45: 44 AM

MR. SKALI NG responded that wi nd power can be devel oped quickly
whereas hydro requires nore tinme for permtting, design, and
construction. However, hydro projects are reaching construction
at this tine.

M5. FI SHER- GOAD added that prior to 2008, AEA had federal grants
for wnd devel opnent through the Denali Conmm ssion and DOE, thus
upfront work was done and sone w nd projects were sonmewhat
"shovel ready"” when the program was established.

REPRESENTATI VE CLAMAN returned attention to slide 8 which
indicated there are many wind projects in Wstern Alaska and in
the Al eutian Islands.

MR. SKALI NG agr eed.

CO-CHAIR COLVER directed attention to slide 12 and asked for a
description of wind to heat.

MR. SKALING said when a wind project is producing nore energy
than is needed by a community, the project uses the excess to
power an electric boiler in a large building, such as a school.

REPRESENTATI VE WOOL asked which hydro projects reach conpletion
this year.

MR, SKALING answered Whitnman Lake Hydroelectric Project, Blue
Lake Expansion, and possibly the Gartina Falls project.

CO CHAIR VAZQUEZ asked for the negawatts produced by each
proj ect .

MR. SKALING said Gartina Falls w Il produce about 450 kil owatts,
and he will provide nore information.

10: 49: 54 AM

MR. SKALI NG provided a graph which indicated the funding, count,
and percentage of projects by region. The funding anount and
nunber of projects can vary, particularly when a region has a
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nunber of snmall, heat projects (slide 13). Round WVIII
recommendations before the legislature are from projects that
have proceeded through the four stages of eval uati on:
eligibility, technical and econom cal evaluation, ranking, and

regi onal distribution. In order to fit within the governor's
$15 million budget, AEA recommends 34 projects: 18 heat
projects and 16 standard projects. The regional distribution

formula was adjusted at the suggestion of the Renewabl e Energy
Fund Advisory Commttee (REFAC); for exanple, Southeast Al aska
was determned to be overserved and thus was limted to 22.15
percent (slide 14).

REPRESENTATI VE TALERI CO asked how many projects are not fully
funded due to a funding cap.

MR SKALI NG said five.

CO CHAIR VAZQUEZ questioned what would happen to the projects
with |imted funding.

10: 53: 34 AM

MR. SKALING related that one project would require other
financing, and the future is unclear about the other projects.
In further response to Co-Chair Vazquez, he noted that sone
projects nay be eligible for AEA's power project |loan fund, or
U.S. Departnent of Agriculture (USDA), Rural Devel opnent, Rural
Uilities Service (RUS) funding may be an alternative source.

M5. FISHER-GOAD advised that it was difficult to mamintain
regi onal balance within the programs $15 mllion budget. For
the first time, alternative financing is sought when a project
beconmes ready for construction; in the future, AEA and REFAC may
recommend that projects delay, although projects like the one in
St. Mary's would be challenged. 1In further response to Co-Chair
Vazquez, she said AEA is working with all five projects that are
not fully funded. The AEA power project loan fund is a |ogica
alternative source of funding; however, any project with state
participation greater than $5 mllion needs |egislative approval
through an appropriation or through an authorization. She
of fered the Blue Lake Expansion project in Sitka as an exanple.

REPRESENTATI VE COLVER asked for a description of the top five
rated projects in Round VII.
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MR. SKALING referred to a report entitled, "Renewable Energy
Fund Status Report and Round VII Recomrendations,” and dated
January 2015.

11: 00: 52 AM

The commttee took an at ease from11: 00 a.m to 11:07 a.m

11: 07: 08 AM

MR. SKALING directed attention to pages 10 and 11 of the
af orenenti oned report and said of the top five projects, three
are biomass projects, one is a heat recovery project, and one is
a wnd project. The report provides information on each
project's energy source, its reconmended phase, funding anounts,
and cumul ative funding. Addi tional information is available on
AEA's web site. M. Skaling returned to the presentation,
noting that there are several tenperature zones in Al aska,
therefore, sone areas of the state use significantly nore energy
than others (slide 15). Round VIIIl recomended heat projects
and standard electric projects, including transm ssion, were
di stributed throughout the state (slides 16 and 17).

M5. FISHER-GOAD infornmed the commttee REFAC wanted AEA to
enphasi ze heat projects thus the application process was
bi f ur cat ed.

11:10: 11 AM

MR. SKALI NG continued that displacing 15 mllion gallons of fuel
per year benefits commercial businesses in rural Al aska because
they do not qualify for the Power Cost Equalization (PCE)
program and also benefits comunities, schools, and the PCE

program (slides 18 and 19). Resource types within hydro power
sources are: conventional with storage; run of river; others
such as hydrokinetic, tidal, and punped storage (slide 20).
Types of woody bionass are: cordwood boilers, pellet boilers,
chip boilers, and others such as bricks and mcrochips (slide
21). A conparison of bionmass technol ogies was presented (slide
22) .

11:14: 33 AM

REPRESENTATI VE NAGEAK asked for exanples of |ow and high-cost
fuel.

HOUSE ENE COWM TTEE - 8- March 26, 2015



MR. SKALI NG explained fuel pellets are manufactured and so are
hi gher cost, and shipping adds cost. He presented information
on the Thorne Bay Biomass and G eenhouse project which was very
successful (slide 23), and on Kodiak's existing hydro power to
which six wind turbines and battery storage were added (slide
24) . Power in Kodiak is nearly 100 percent renewable and the
residential rates were reduced from 20 cents to 15.8 cents
(slide 25). M. Skaling concluded that the renewable energy
fund is achieving its original goals which are: provi di ng
benefits throughout the state; reducing fuel; increasing the
know edge of renewabl es throughout the state (slide 26).

11:18:11 AM

MS. FI SHER- GOAD provided a short history of hydro, stating that
hydro has a long history in Al aska, especially in Southeast, and
many projects are still being built. In fact, a primary purpose
of the Al aska Power Authority - which preceded AEA - was to
build, own, and operate the Four Dam Pool Projects which serve
Kodi ak, Copper Valley, Wangell, Petersburg, and Ketchikan. I n
addition, Bradley Lake Hydroelectric Project (Bradley Lake)
produces |ow cost power for the Railbelt wutilities. Hydr o
provi des long-term diversification, pronotes inflation-proofing,
rivals the cost of coal, is clean, sustainable, reliable, and
| evel s out the volatile cost of power (slide 26). A Susitna
hydro project was first studied in the '50s and pursued in the
'80s, but was nothballed by low oil prices and |ong-term natural
gas contracts. In 2008-09, efforts to review the project arose,
and AEA was funded to evaluate large hydro projects in the
Rail belt. A primary decision docunent identified Susitna-\Wtana

Hydro (Susitna-Watana) as a large hydro project to pursue. I n
2011, AEA was funded to obtain a Federal Energy Regulatory
Comm ssion (FERC) |Iicense. Studi es began on the Susitna River
and surrounding areas in 2012 (slide 27). Benefits of the
proj ect include: provi des 50 percent of power to the Railbelt
region which has 80 percent of the state's popul ation; provides
1,000 jobs during peak construction; provides long-term

diversification; provides stable electric rates for 100 years
enabl es Al aska's 50 Percent Renewable CGoal; maxim zes the val ue
of fossil fuels; annually displaces 1.3 million tons of CO2
(slide 28).

REPRESENTATI VE CLAMAN asked whet her the econom cs of the project
are viable without the goal of 50 percent renewabl e.

11:24: 32 AM
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MS. FISHER- GOAD said the renewable goal is not a factor in the
feasibility of the project; in fact, the renewable goal set the
stage for the policy and prograns established by the legislature
in 2010. The renewable goal is inportant to Al askans; however,
AEA has not suggested that the project would be funded by
general fund appropriations to AEA, but that financing would
follow the exanple of Bradley Lake, which received a 50 percent
upfront capital contribution by the state, and 50 percent was
debt financing. In 2021, the wutilities will have an excess
paynent which is assuned to be roughly the sane anmount as the
anount to be paid back to the state. Bradley Lake was used as a
fi nanci ng nodel; however, AEA s financial advisors have advised
that financing "for Susitna-Watana is, is assunme debt financing
from the get-go including the eventual payback of the state of
Al aska for the original investnent, including what, what we're
currently funded for, and expendi ng, for the licensing
devel opnent . "

REPRESENTATI VE CLAMAN asked how nuch it cost to build Bradley
Lake.

MS. FI SHER- GOAD estimated the cost was $385 nillion. In further
response to Representative Caman, she said the cost to build
Susitna-Watana is over 10 times that of Bradley Lake and is
estimated at $5.6-%$5.7 billion, including preconstruction and
I i censi ng.

REPRESENTATI VE CLAMAN questioned whether Bradley Lake is the
bi ggest hydro dambuilt by the state, in ternms of cost.

IVS. FI SHER- GOAD said Susitna-Watana would be the |argest
project; Bradley Lake is currently the largest hydro project in
Al aska.

11:27: 56 AM

REPRESENTATI VE WOOL observed that the proposed production
capability of the [project] exceeds the Railbelt's consunption
and asked what would be done with the excess power.

M5. FISHER-GOAD said the utilities - if the project becones a
reality - will retire their old generation facilities. She said
the project is now "right-sized to be 50 percent of the
Rai |l belt." In the '80s, the project was projected to produce

1, 600 megawatts fromtwo dans.
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CO CHAIR VAZQUEZ asked for information related to the capacity
of Bradl ey Lake.

11:29: 47 AM

BRYAN CAREY, Bradl ey Lake Project Manager , Bradl ey Lake
Hydroel ectric, AEA, said the rated capacity used by FERC for
Bradl ey Lake is 120 negawatts. In further response to Co-Chair
Vazquez, he said the project cane online in 1991, follow ng four
to five years of construction. In further response to Co-Chair
Vazquez, he advised that Bradley Lake provides power to the
following six wutilities: City of Seward, Honmer Electric,
Anchorage Muinici pal Light & Power, Chugach Electric Association

Mat anuska Electric Association, and Golden Valley Electric
Associ ati on.

CO CHAIR VAZQUEZ asked whether there is an operating agreenent
between the utilities to share energy.

MR. CAREY stated there are many agreenents between the utilities
and AEA related to paynents for power, and how the power is
shared; all of the utilities receive energy and pay on a basis
of percentage shares which were fixed in power sal es agreenents.

CO CHAI R VAZQUEZ asked for the anmpbunt of negawatts projected for
Susi t na- WAt ana.

M5. FISHER-GOAD said the projected energy is 2,800 gigawatt
hours annually; the capacity is 459 nmegawatts based upon the
generators and turbines. In further response to Co-Chair
Vazquez, she said the projected construction period is about
seven and one-half years.

MR CAREY confirned t hat t he construction peri od IS
approximately seven and one-half to eight years, and the tine
period is "probable, nore on achievable scenario, slightly
aggressive ...."

REPRESENTATI VE WOOL conpared the output and construction cost of
Bradley Lake wth the proposed Susitna-Wtana project, and
surm sed that the "dollar per nmegawatt is quite a bit nore for
this project, correct."”

M5. FISHER-GOAD answered that she would present financing

exanples that analyze cost per kilowatt hour or capacity;
however, the two projects my not be an apples-to-apples
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conparison, due to inflation. She offered to provide further
i nformati on.

11: 34: 56 AM

REPRESENTATI VE WOOL suggested econony of scale would be a
factor.

M5. FISHER-GOAD agreed that all parties want to know what the
project will cost per Kkilowatt hour. The estimates in this
presentation are based on 2014 dollars, and the calculations are
not inflation-proof.

REPRESENTATI VE CLAMAN restated the question and observed that
Susitna-Watana is eight to ten tinmes the expense of [Bradley
Lake] but will not provide four times the negawatt capacity.
Bradl ey Lake produces 120 negawatts and Susitna-Watana is
estimated to produce 459 negawatts.

M5. Fl SHER- GOAD r enar ked:

what we've been wusing, it's not, it's not just
| ooking at the capacity of the generators that, that
are there, it's actually looking at the anount of
energy that's produced, and so the nore, the nunber to
use that | don't think is being recognized is the
2,800 gigawatt hours per vyear that the project is
estimated to produce. ... |It's actually about the

ener gy gener at ed.

REPRESENTATI VE CLAMAN asked for the gigawatt generation from
Bradl ey Lake on an annual basis.

MR. CAREY answered that the annual generation of Bradley Lake is
approxi mately 380,000 nmegawatt hours, which is about one-seventh
of that proposed by Susitna- Wt ana.

11:37: 38 AM

M5. FISHER-GOAD returned to the presentation and infornmed the
commttee that the project is currently within a FERC integrated
I icensing process. Three environnental field seasons and 58
FERC- approved studies have been conpl eted. The initial study
report was filed in June 2014, and tech nmenos have been filed in
support of the initial study report. The engineering
feasibility report was released in January 2015, which refined
cost estimates and provided additional design information.
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Because of [Governor Bill Walker's Administrative Oder No. 271
(AO 271) executed 12/26/14] directing AEA not to spend
nondi scretionary funds, AEA requested, and FERC granted, a
i censi ng abeyance; were it not for AO 271, AEA would be hol ding
a series of neetings related to study reports, filing further
information wth FERC, and soliciting stakeholder comrents
(slide 29).

CO CHAI R COLVER asked for the amount of project funding on hand,
and how nuch i s unencunber ed.

M5. FISHER-GOAD explained that from authorized funds of $192
mllion, as of 12/31/14, $19 nmillion was encunbered. There are
essential tasks to be conpleted such as renoving radio collars
from animals and field work to renobve equipnment in conpliance
with a pause in the project schedule, and budgeted personnel
costs. Nondi scretionary funds at the tinme of AEA s response to
AO 271 are about $26-%$27 mllion. She noted that of the
encunbered funds, many have been expended; however, $6.6 nillion
are avail abl e pursuant to AO 271

CO CHAI R COLVER questioned whether AEA s project personnel costs
are in its operating budget.

M5. FISHER- GOAD advised that AEA has staff devoted to the
proj ect and some accounting and procurement staff working within
the Alaska Industrial Devel opnent and Export Authority (Al DEA)
DCCED. In further response to Co-Chair Colver, she pointed out
that if the $6.6 mllion were nmade available for other non-
project purposes, AEA plans to "button up" the project by
Decenmber 2015; however, if the $6.6 mllion is not renoved from
the project, AEA would continue to pursue the project and best
preserve the investnent that the state has nmade in the project.
Ms. Fisher-Goad said there will be continued discussion with the
adm nistration and | egislative commttees.

11:44: 01 AM

REPRESENTATI VE NACGEAK observed that energy is needed for the
growi ng popul ation, and so Alaska can continue to extract its
natural resources. Furthernmore, mllions of dollars have
al ready been spent. He suggested that power from the project
could be sent to many villages and save noney on fuel.

REPRESENTATIVE CLAMAN inquired as to how many staff are
dedi cated to Susitna-Wt ana.
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M5. FISHER-GOAD said seven staff are dedicated to the project
and the percentage of shared services is unclear. In further
response to Representative C anman, she explained that all Al DEA
enpl oyees and their work for AEA is accounted as separate
personal services, although there is a separation of duties and
supervision. This is done for efficiency and econony of scale.
In further response to Representative Claman, she said AEA woul d
need until 12/31/15 to responsibly suspend the project, and she
el abor at ed.

REPRESENTATI VE CLAMAN asked how much it would cost to "wind it
down nost effectively as possible.”

M5. FISHER-GOAD clarified that the $6.6 million is for after
12/31/15, in conpliance with AO 271. She returned to the
presentation and described the environnmental study process, that
is in the study inplenentation phase, and which would be
followed by an inpact assessnment and a process to develop the
protection, mtigation, and enhancenent neasures (PMEs) for the
project (slide 30). Last year, AEA had nore than 200 people in
the field and conpleted data collection for 13 FERC approved

studies (slide 31). Regarding econom c inpact, she provided the
fol | owi ng: 65 percent of workers were Alaska residents; many
wor kers had hydroelectric expertise; $7 nmllion were earned in

Al aska wages in 2014; in 2013, $6 mllion were spent in goods
and services in the Ma t-Su Valley (slide 32).

CO CHAIR COLVER requested that AEA provide the firns that were
hired and their contract amounts, disciplines, |ocations, and
| ocal hire conponent.

M5. FI SHER-GOAD turned to the renote siting of the project which
requires significant work prior to filing a conprehensive
Iicense application. A mpjority of the studies have been to
understand the Susitna Basin and the inpact of the project,
including PVEs. Past work has advanced the science in order to
understand the area, and has been done in close cooperation with
the Al aska Departnent of Fish & Gane (ADF&S, the University of
Al aska Fairbanks, and the Departnment of Natural Resources (slide
33).

REPRESENTATI VE CLAMAN asked for AEA' s official position on
whet her Susitna-Watana will enhance sal non habitat.

11:55: 01 AM
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VWAYNE DYOK, Project Manager, Susitna-Watana Hydro, AEA, infornmed
the commttee there are several attributes that nmay help the
salnon fishery: reducing turbidity could have a beneficial
i npact; nmanaging water tenperature and providing tenperatures
that are appropriate for the fishery; managing flows to better
nmeet the needs of sal non. He said AEA is in the process of
assessing these aspects through nodeling, and its official
position is that there could be possible benefits, but they are
unknown until the anal yses are conpl ete.

CO- CHAIR COLVER returned attention to slide 33, noting that
4,500 tissues sanples were submtted to the ADF&G Cene
Conservation Lab, and questioned whet her genetic anal yses on the
sanpl es were prefunded, as the |ab has an extensive backlog. He
expressed concern about conpleting the genetic analyses and
cat al ogui ng t he dat a.

M5. FISHER-GOAD offered to provide the requested information

She referred to the wildlife surveys done on noose, caribou, and
Dall's sheep, noting that AEA and ADF&G need to conplete studies
of the animals that have been fitted with radio collars (slide
34). Turning to the cultural resources of the area and human
uses of the region, she related that Ahtna are the primary
traditional users of the area; furthernore, AEA has not
conpleted its studies of the Dena'ina (slide 35). A map of the
Susitna River illustrated the basin (slide 36).

12: 00: 14 PM

BETSY MCGREGOR, Susi t na- WAt ana  Envi ronnent al Manager, AEA
stated that AEA has inplenented fish distribution and relative
abundance studies, collected water sedinents, bed I|oad and
hydrol ogy and ice processes data, and calibrated nodels for
basel i ne conditions. Based on the results, simlarities to the
'80s were found, and areas of potential inpact were defined
(slide 37). The average annual flow contributions provide
context for the relative portion of the total Susitna River flow
i npacted by the dam and for significant influences of potenti al
project effects related to flow, sedinent, water quality and ice
processes. Above the dam the Susitna River contributes 16
percent of the total Susitna River flow In the mddle river,
tributaries contribute another 4 percent, the Chulitna River
contributes approximately 18 percent, and the Tal keetna River

contributes approximately 8 percent. These two rivers
significantly influence the river downstream and the main stem
of the river quadruples below this confluence. The Yentna

River contributes 40 percent of the total, which is why
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potential inpacts of the damto river resources below the Yentna
River will be insignificant (slide 38). Ms. MG egor further
expl ai ned t hat t he aver age annual bed mat eri al | oad
contributions show both the water and sedi nent bal ances for the
mddle and Ilower Susitna River are simlar to information
gleaned in the '80s. The Chulitna River is the dom nant source
of gravel, and the Talkeetna River contributes a significant
gquantity as well. In fact, the Yentna River is the |argest
contributor of both water and bed load material with the bed
| oad dom nated by sand. Referring to earlier conments regarding
the inpact to salnon, she observed that the quality of salnon
substrate will not be negatively inpacted in the Susitna River
main stem by the dam because the upper Susitna River is not a
source for this spawning substrate; water in the mddle river
will be clearer due to the dam capturing the silt (slide 39).
To understand the inpact of the dam on fish, it is necessary to
understand what species of fish in |life stages use the river,
their locations, and their habitat. O the total Susitna River,
95 percent of the total river escapenent for Chinook, coho, and
chum sal non occurs in the lower river below the three rivers'
confluence, and primarily within the tributaries of the | ower

river. For sockeye salnon, less than | percent of total
escapenment enter the mddle river. Distribution is inportant
because the inpact to riverine processes and the quality and
gquantity of habitat wll be attenuated in the I|ower river;
however, the majority of spawning occurs in tributaries which
will not be inpacted by the dam (slide 40). An illustration

provided nore detailed information on the spawning distribution
of Chinook salnon. She pointed out that |less than 5 percent of
the total escapenent pass above Devils Canyon, which is an
i npedi ment for all anadronous fish except Chinook salnon (slide
41). In 2014, AEA enployed sonar at the dam site which reveal ed
that 24 fish greater than 50 centineters in |length passed above
the damsite.

12: 06: 24 PM

V. MCGREGOR presented an illustration of nore detailed
information on the spawning distribution of coho sal non. The
total escapenment is to the lower river basin with less than 6
percent spawning in the main stem lower river. Approximately 5
percent escaped to the mddle river watershed, with less than
0.5 percent spawning in the main stem mddle Susitna River; no
coho sal non have been documented above Devils Canyon (slide 42).
There followed a chart illustrating the radio telenetry studies
regardi ng Chinook salnon and which indicated salnon that were
tagged at Curry, and subsequently were found at Devils Canyon,
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above Devils Canyon, and above the project site. She noted that
t he canyon has three inpedinents (slide 43).

CO CHAIR COLVER expressed his understanding that in the '80s
one of the problematic issues was that a large reservoir would
inpede the crossing of the Nachena caribou herd. He asked
whet her there was research on the ability of the herd to mgrate
t hrough the area.

M5. MCCGREGOR related that AEA is funding an ongoi ng ADF&G st udy
of the Nachena and Delta caribou herds and their magration,
productivity, and calf survival, augnmented by gl obal positioning
system (GPS) radio collars. Results conpiled by ADF&G thus far
are found in the initial study report. In further response to
Co-Chair Colver, she said she would provide a copy of the
report.

M5. FISHER- GOAD displayed a conparison of Susitna-Watana and
Hoover Dam wth the goal to look at the differences between

capacities and estimated annual gener ati on, in order to
determ ne cost per kilowatt hour (slide 44). The project base
cost estimate is $5.6-$5.7 billion, and the cost estimate wll

not be updated again until nore geotechnical work is done (slide
45) . Fi nanci ng options include USDA RUS financing for up to 50
percent, blended rates, and the Bradley Lake nodel of state
i nvestment upfront with repaynent (slide 46).

12: 12: 20 PM

M5. FI SHER- GOAD continued to a conparison of the cost of power
from Susitna-Watana and the cost of power from natural gas over
tinme. Al though hydro is nore expensive in the beginning, the
cost of hydro is inflation-proofed, and costs decrease, unlike
natural gas generation (slide 47).

12: 13: 32 PM

CO CHAIR VAZQUEZ asked the commttee to submit questions in
witing. She related her earlier involvenent in the project.

12:14: 06 PM

ADJ OURNVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 12:14 p.m
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