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ACTI ON NARRATI VE

1:10: 01 PM

CO- CHAIR NEAL FOSTER called the House Transportation Standing
Commttee neeting to order at 1:10 p.m Representatives C aman,
Stutes, Hughes, and Foster were present at the call to order.
Representative Otiz arrived as the neeting was in progress.

1: 10: 16 PM

PORT EXPANSI ONPRESENTATI ON: ~ NOVE PORT EXPANSI ON

1:10: 32 PM

CO CHAI R FOSTER announced that the only order of business would
be a presentation on the proposed Nome Port Expansion Project by
the US Arny Corps of Engineers (USACE).

1:10: 50 PM

BRUCE SEXAUER, Alaska District Branch Chief, US Arny Corps of
Engineers (USACE), said he appreciated the opportunity to
present a PowerPoint on the Arctic Deep-Draft Arctic Ports
Navi gation Feasibility Study. He stated that the Al aska Deep-
Draft Arctic Port Study got its initiation in the early 2000s to
exam ne the cost of fishing in Alaska. The USACE asked to have

the scope broadened to review navigational issues throughout
Al aska, which led to a series of neetings that pointed to the
need for navigation permts in the Arctic. |In 2007, the US Arny

Corps of Engineers entered into a cost-sharing agreenment wth
the Al aska Departnent of Transportation & Public Facilities to
examne the need for deep draft port infrastructure in the
Arctic.

1:12: 03 PM
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VR. SEXAUER recogni zed Lorrai ne Cor dova, Pr oj ect
Manager / Econom st , M ke Lukshi n, P.E, Ports and Harbors,
Departnent of Transportation & Public Facilities, who serves as
the state's project manager for the proposed Nonme Port Expansion
Proj ect.

1:12: 19 PM

MR, SEXAUER stated that the Cty of None has been very hel pful
in providing significant data and information for this project.
The US Corps of Engineers' (USACE) authority for its involvenent
in navigation is provided by the Interstate Commerce cl ause of
the US Constitution, which states that interstate commerce shal

not be inpeded. He identified the US Corps of Engineers
m ssion, which is to inprove navigational efficiency throughout
the waterways of the United States. In 1970, the Congress

granted the USACE the ability to review any waterway in Al aska
contingent upon funds being appropriated for a specific purpose.
The US Congress has appropriated funds for the USACE to review a
wi de variety of itens, including examnation of the Arctic.

1: 13: 32 PM

CO CHAIR HUGHES wondered whether any funds were appropriated
bet ween 1970 and 2007 to study ports along this coastal area.

MR. SEXAUER answered that the USACE has generalized study
authority to look at any port after the Congress authorizes
f undi ng. Thus the USACE has reviewed a wide variety of ports
rangi ng from Unal aska, Juneau, and None.

1: 14: 29 PM

CO CHAI R HUGHES said she was primarily interested in funds for a
port in Wstern Al aska. She asked whether the USACE has
received funds prior to 2000 for work in the Nome area and if
the work was primarily designated for work in Southeast,
Sout hcentral, or the Al eutians.

MR. SEXAUER answered that each one of the funding streans was
designated for a specific area. He reported that navigationa
i nprovenents in Nome were studied in the 1980s, which lead to
the construction of the project in 2006. |In fact, the USACE has
a long standing history with None, alnost 100 years of history
with None, with the first US Arny Corps of Engineers (USACE)
project constructed in Nonme in 1917. The USACE wuses its
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authority as one of the tools, along with the appropriations, to
al l ow the agency to nove forward on projects.

1:15: 31 PM

CO CHAIR HUGHES asked if this is the first public presentation
or if the USACE has given other presentations on this topic.

MR. SEXAUER answered that he has given a few press interviews,
noting a wide variety of people have expressed interest. He
stated that the USACE plans on holding a public neeting in None
in April to solicit coments, but this presentation today is the
first truly public forumsince the study has been rel eased.

1:16: 14 PM

MR. SEXAUER stated that the need for Arctic port facility was
identified and in 2011, the USACE entered into a cost-sharing
agreenent . He directed attention to the map on slide 2, which
hi ghlighted the wide area the US Corps of Engineers considered
for a deep-draft port, ranging from the nmouth of the Kuskokw m
to the northern border between Al aska and Canada. During the
process, the USACE reviewed how close these ports were to deep
wat er, nat ur al resour ces, and exi sting transportation
infrastructure. This process allowed the USACE to develop a
list of the best locations, including identifying the None and
Port Clarence area as the nost effective first spot.

MR. SEXAUER turned to "Project Need" [slide 4]. He stated that
t he USACE has reviewed the increased vessel traffic coupled with
limted marine infrastructure along Alaska's Wstern and
Northern shores since it poses risks for accidents and
incidents, increases response tines for search and rescue, and

requires international coordination. This relates not only to
vessel traffic in the area, but to the international fleet of
vessels that transit the area. This proposed deep-draft port

project won't necessarily be |ocated where raw oil or goods are
transported although a port facility could support and assist
oil platfornms restock their supplies, transport fuel to help
reduce fuel costs to outlying villages, bring in nore vessels to
i nprove search and rescue, and also support international
activities in the Bering Sea.

1:19: 21 PM
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CO CHAIR HUGHES asked for specific statistics in terns of the
rate of growh for vessel traffic and where these vessels
initiate travel and their destination.

MR. SEXAUER answered yes. He said that just after the USACE
finished with its 2006 harbor inprovenents in None, Nonme began
to experience vessels anchoring out because the docks were too
crowded or there wasn't sufficient depth. The nunber of vessels
needing to anchor out has steadily increased to the point that
hundreds of vessels per season anchor out awaiting access to the
None port facility. In terms of vessels transiting the area,
the USACE has tracked Russia's pernits, which has grown from a
few to hundreds of permts per year. He anticipated that those
figures will continue to grow, depending on resource extraction
and ice conditions. At current levels, there was already a
great need for inproved port facilities.

1:21: 34 PM

MR, SEXAUER directed attention a nmap of the Nonme area [slide 5].
Once the USACE identified the None/Port Cl arence area as the
first spot to develop port infrastructure, in 2013 the agency
held a charrette, or an intense planning session to identify any
probl enms, nethodol ogy, and alternatives, which essentially has
provided the foundation for the planning process. The USACE
also identified 11 or so potential sites around the Nome and
Port Cl arence area, including Cape Nonme, Point Spencer, Teller,
and Cape Riley for devel opnent. From that charrette, the USACE
focused on three areas including None, Cape Spencer and Cape
Riley. As the USACE noved forward wth its analysis, it
reviewed the existing fleets, including vessels operating in the
three locations. Although significant vessels use Point Spencer
and Cape R ley, nobst of these vessels are seeking refuge and
shelter, but are not offloading or on |oading goods and
suppl i es. These vessels are able to perform their current
activities wthout any additional inprovenents. The USACE
understood that a w de-variety of inprovenments are being planned
at Cape Spencer, but at this tine the agency believes that a US
Corps of Engi neers channel or breakwater wouldn't really inprove
conditions at that location. Still, if Point Spencer were to be
devel oped, it could lead to future needs, he said. Further, the
Cape Riley was considered as a potential spot for extracting
mnerals, but the cost of building a road currently outweighs
the benefits, or essentially the tine savings of bringing the
goods to Cape Riley versus the Port of None, he said.

1: 24: 29 PM
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MR. SEXAUER directed attention to the None Proposal [slide 6],
noting the USACE reviewed the vessels using None to bring in
supplies and fuel oil, as well as to serve oil industry needs.

MR, SEXAUER said the USACE reviewed potential devel opnent
scenarios in the Arctic, noting that the USACE typically takes a
very conservative approach in making any recomendations for
infrastructure after review ng studies, reports, and activities.
The USACE projected three exploratory oil platforns would occur
over a 50-year tinmefranme, wthout including production, which
represented the lowend for potential devel opnent. This review
al so envisioned using Dutch Harbor for preseason staging and
Nome during the season for restocking food, goods, and crew
occurring since it would be nore efficient to do. Thi s
illustrated that other ports play a very inportant role, he
sai d.

MR. SEXAUER pointed out the oil industry, oil tankers, and fue
tankers currently use None, as well as snmaller vessels that
serve the other villages, noting this constitutes a wide variety
of uses that could benefit fromthe proposed facility.

1:26: 59 PM

MR. SEXAUER revi ewed the None Proposal [slide 6]. He said the
term nol ogy used by USACE was very inportant to the agency. He
referred to the plan as the tentatively selected plan, since it
is currently under review by the public and the USACE. He said
the plan wll not specifically be the one recomended to
Congress, unless and until all of the reviews are conpl eted.

MR. SEXAUER stated that the tentatively selected plan includes a
photo that depicts the existing Nome Harbor, wth the |ower
harbor called the causeway, which is where goods are currently

unl oads goods [slide 7]. He directed attention to the two docks
visible on the map and stated that the City of None is currently
pursuing a third facility to expand. The northern breakwater

provides protection to vessels and a snaller breakwater at the
end provides additional protection from waves that wap around
fromthe south and sout hwest.

MR. SEXAUER reported that the Cty of None calls the proposed
2,150 foot extension of the causeway the "boot" and the causeway
will allow trucks access to load and offload [slide 8]. The
proposed plan also calls for a 450-foot dock that will lie at
the foot of the boot that would be dredged to a depth of 28
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feet, which could handle the vast mjority of vessels. The
inner area between the causeway and the existing breakwater
dredged area wll be expanded to allow larger vessels to turn
around, he said.

1: 30: 03 PM

REPRESENTATI VE CLAMAN asked what size vessel can use the 22-28
feet dredged area. He further asked how nmuch depth does an oi
tanker going in and out of Valdez draw or a typical barge or
research vessel. He remarked that it didn't seem |ike the
deepest harbor.

MR. SEXAUER acknow edged that he was correct. He deferred to
Ms. Baker, Port Director of the Port of Nome to provide details
of the types of vessels. He said that the current Port of Nonme
serves vessels wth a 22-foot draft, including oil tankers that
of fl oad fuel and goods and ocean goi ng barges. He anti ci pated
t hat under the proposal, larger tankers will be able to use the
port facility.

1:31:14 PM

REPRESENTATI VE CLAMAN suggested that the termtankers was a very
anbi guous term since sone are nearly a quarter-mle long and
draw nuch nore than a 22-foot draft. He was interested in the
types of vessels that the proposed dredging of the None port to
28-feet will allow

MR.  SEXAUER, generally speaking, noted the design would
accommodate the existing 450-foot fuel-carrying vessels that

offload fuel. Currently these vessels nust cone in to the None
port facility partially |oaded due to the draft Ilimtation;
however, under the proposal these vessels could be full and
still use the dock.

1:32:27 PM

MR, SEXAUER referred to an information paper in nenbers' packets
that discusses inplenentation and lists sone of the prelimnary
cost estimates.

MR. SEXAUER directed attention to the fact sheet, stating that
the projected cost for the navigational features, including
breakwaters and dredging was $150 nillion. He said that 75
percent of the cost would be covered by the US Arny Corps of
Engi neers (USACE) and 25 percent by a non-federal sponsor. At

HOUSE TRA COW TTEE -7- March 12, 2015



this point, the non-federal sponsor for the study is the State
of Al aska; however, the Cty of Nonme has indicated it fully
intends to take on the sponsorship as the project noves into the
further phases of the design and construction. In addition to
the $150 nmillion navigation cost, an additional cost for docks
and facilities is estimated at $61 million for a total cost $212
mllion. He characterized it as being a sizable project.

1: 34: 26 PM

MR. SEXAUER reiterated the costs. He stated the projected costs
for the general navigation features wunder the tentatively
selected plan total $150 million, with $98 nillion anticipated
as the federal share via the US Arny Corps of Engi neers (USACE)
with the additional $52 mllion comng from a non-federal
sour ce. In response to a question, he clarified that the
navi gational features consist of work to the breakwater and
dredging the navigable areas, which was the USACE s allowable
participation. The other portions of the project, including the
docks, the utilities, and roadway surfaces are estimated at $61
mllion for a total project cost of $211 mllion.

1: 36: 00 PM

COCHAIR HUGHES asked for further clarification on the
federal / non-federal share. She related her understanding of the

federal share of the $211 million was 75 percent federal and 25
percent non-federal sponsor. She suggested that the split
seened to be 66 percent federal and 33 percent non-federal. She
asked whether this will hold true for docks or if the federa
government wll pick up nore.

MR. SEXAUER answered that there are two parts to the cost
sharing for the initial construction. When a project is first
constructed, the costs are shared at the 75/25 percent ratio.
Over the 30-year timeframe, the |ocal sponsor nust repay an
additional 10 percent, which shifts the total cost to about $52
mllion over tinmne. He recapped that the 75 percent federal
share related to the upfront cost sharing whereas the 65 percent
represents the final federal cost sharing.

1:37:54 PM

REPRESENTATI VE ORTI Z recall ed that he nentioned the comunity of
Nome would participate in sone of the costs. He asked whet her
he had any idea how nuch the conmunity wll request from the
state.
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MR. SEXAUER answered no. He said that it would likely depend on
how t he non-federal share of funding cones together. Typically,

one basic entity wll act as the clearinghouse, but he
envisioned that the City of None would seek state funds, as well
as funds from private investors. He deferred to the Cty of

None to respond.
1:38: 50 PM

CO- CHAIR FOSTER directed attention to a handout just distributed
entitled, "Port of Nome" dated 3/8/2015 prepared by Joy Baker,
Port Director. He explained that the vessels listed on Table 1
were ones that could use the port.

MR. SEXAUER related that the table lists the vessel draft, but
an addition 4-6 feet for safety allowances nust also be nade
depending on the type of vessel. He explained that the design
vessels used for the study were the supply vessels used by the
oil and gas industry. These vessels can use the 28-foot draft
and the 450-foot dock, he said, although sonme vessels will still
need to noor out.

1: 40: 46 PM

REPRESENTATI VE STUTES said it seens peculiar not to consider
dredging the harbor to accommbdate the larger US icebreakers
[wth a 30-foot draft]. She asked how nuch deeper would the
har bor need to dredged to accomobdat e t hose vessel s.

MR. SEXAUER answered that the decision involved the vol unes of
shi ps and the nunber of trips. He suggested that the different
between dredging from 22-feet to 23-feet wll capture nore
vessel s. He acknow edged that the benefits continue to accrue
with each additional foot dredged until it reaches a point that
not as many additional vessels or trips will be captured. At
that point the additional cost does not outweigh the benefits
received in dredging the additional depth. He stated that the
USACE recommended the greatest net benefit, which was determ ned
to be the 28-foot depth.

1: 42: 54 PM
REPRESENTATI VE STUTES asked for further clarification since

vessels using the infrastructure use the polar route, yet the
proposed None harbor woul d not accommobdate the US icebreakers.
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MR. SEXAUER suggested that the USACE woul d defer to the US Coast
Guard to determne its operational practices and needs for

vessel s and services. He said that the US Coast CGuard has
i ndi cated each one of their vessels can go three nonths without
needing a re-supply, and whether these vessels wll need the

Nonme port facilities was questionable to them He recogni zed
and acknowl edged the inportance of achieving the deepest
dredgi ng depth; however, the USACE will nake its determ nation
according to policy conpliance as per the rules set forth by the
Congr ess. Wiile the ultimate decision may change, the USACE
will nmake the recomendation that wll pass nuster wusing
establ i shed rul es.

1:45: 07 PM

REPRESENTATI VE STUTES asked for a ballpark figure of the costs
to dredge the proposed None harbor expansion to 35 feet in
dept h.

MR. SEXAUER answered that it would cost about $100 million nore
to increase the dredging to 35 feet, noting this estinmate was
based on prelimnary cost estimtes of about a year ago.

1: 45: 39 PM

REPRESENTATI VE CLAMAN remarked that the challenges to develop a
deep water port are not just driven by the current vessels being
served, but that the region envisions nore and nore ships wll
be going through the Arctic as the ice recedes, plus Russia and
other countries are beginning to consider Polar routes to send
| arger and |arger ships through. He suggested that one reason
to consider a deep water presence in Wstern and Northwestern
Al aska isn't just to serve vessels that are currently operating
or to serve the comunities, but to address the future vessel
needs. He asked for further clarification on the analysis for
bi gger ships and future needs.

MR. SEXAUER characterized this project as the anmount of dollars
that can be saved for each vessel trip as conpared to the cost
of the project. The goal was to nake the transportation system
nore efficient and nore effective.

1:48:09 PM

REPRESENTATI VE CLAMAN asked how much would be saved under this
pr oposal .
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MR. SEXAUER replied that it would depend on the vessels, for
exanpl e, those vessels transiting Dutch Harbor to resupply add
an 800-mle round trip as well as several days of additiona
travel time.

1:48: 44 PM

REPRESENTATI VE CLAMAN asked for further clarification on the
vessels transiting to Dutch Harbor.

MR. SEXAUER answered that one assunption used in this analysis
considered that the oil platforms would be doing exploration,
vessels that traveling to Dutch Harbor to resupply would be able
to make a nuch shorter trip to Nonme to resupply. The USACE
estimated the cost to go to Dutch Harbor versus going to None.
In addition, the USACE factored in the cost of shipping goods
and supplies to None as conpared to Dutch Harbor. These factors
are all considered when eval uating how nuch noney is saved. He
el aborated on the analysis, noting the USACE takes each

i ndi vidual vessel, including barges using the None port, and
assign an hourly cost after researching rates in Al aska and the
Lower 48. The analysis determ nes how nmuch each vessel cost
savings are throughout the fleet. These cost savings are added
up to determ ne the net anount saved. In further response, he
said the average annual net benefits for all categories was
$11.5 mllion, the average annual cost of the project was $9.2
mllion, and the overall econom c savings was estimated at $2.3
mllion per year.

1:51: 39 PM

REPRESENTATI VE CLAMAN asked whether additional mai nt enance
dredging will be necessary for the proposed None proposal.

MR. SEXAUER answered yes, noting those figures were incorporated
into the annualized cost. He said the assunption includes the
anti ci pated dredgi ng. In response to Representative Hughes, he
agreed that slide 2 depicts the current Nome Harbor.

REPRESENTATI VE HUGHES remarked that conpared to road projects

the proposed Nonme Port expansi on  project costs seened
reasonabl e. She asked when the cost benefit analysis was done,
whether it was based on the current growh rate. She asked for
t he nunber of days the Arctic shipping route was avail able. She
coomented that if the port could handle larger vessels it may
spark additional interest.
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1:54:19 PM

MR. SEXAUER asked whether her question was that in light of
climate change, what rate of growth was assuned.

COCHAIR HUGHES recalled that the USACE estimated the vessel
count for each extra foot of dredging in the proposed port
expansi on. She asked how he the USACE determ nes the vessel
count and if climte change was factored in and if the USACE had
predi cted the nunber of |arger vessels that m ght choose to use
the port and not just consider the size of vessels, as well as
considering the time savings for the route.

MR. SEXAUER expl ai ned that the USACE has a rather stringent set
of requirenments set forth by the Congress and the adm nistration
on how the USACE should conduct its analysis. He said that the
rate of growth was based on the current rate of growh to
project future vessels. The USACE al so considered a flat rate -
no increase in growmh - as well as a nunmber of different
scenari os. In terms of climte change, and how that plays into
the analysis, as the ice pack continues to change, he stated
that if the future needs for nore depth could be economcally
justified, this project could be nodified in the future to
acconmodat e t he vessels.

1:56: 52 PM

COCHAIR HUGHES asked whether the design could acconmpdate
deeper dredging in the future.

MR. SEXAUER suggested that one limting factor in the design of

this project was the dock structures. He suggested that the
current dock structures are designed to go to a certain depth.
However, if the dock structures are designed for a nuch nore

significant depth, replacement would not be needed if the
project included further dredging. He acknow edged that sone
things can be incorporated into project to plan out into the
future.

1:57:52 PM

CO CHAIR HUGHES asked for further clarification on whether the
US Arny Corps of Engineers (USACE) needs to seek congressiona
approval .

MR. SEXAUER answered that the current process includes the
remai nder of review He anticipated the USACE s Chief of
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Engi neers will approve the project sonetinme early next year. At

that point the project will be submtted to the Congress for
consi deration for aut hori zation in t he VWt er Resour ce
Devel opnent Act. It would next be authorized for appropriation

and would go through the budget process and would conpete with
other projects in the US on its nerits for funding.

1: 59: 36 PM

CO CHAI R HUGHES asked himto predict when it mght be authorized
and when construction woul d begin.

MR. SEXAUER did not know. He suggested that there is a 30-day
review, with an internal neeting via the Cvil Wrks Review
Board, scheduled in Novenber. He did not have a tineline for
when the project mght be authorized or when the Congress m ght
appropriate funds, he said.

2:00: 24 PM

REPRESENTATI VE ORTI Z appreciated the conplexity of the process.
He asked whether there was an opportunity to consider nationa
security concerns or that the USCG mght Iike an icebreaker
operating in the area as part of the aforenentioned formul a.

MR. SEXAUER answered that it would depend on what the
adm nistration and the Congress decided on the authorization and
appropriation decisions. He reiterated that the US Arny Corps
of Engineers (USACE) was limted to providing the information in
accordance with federal rules.

2:02: 37 PM

REPRESENTATI VE STUTES remarked that it seenmed the proposal does
not take into account that the state hopes the Nome proposal

will provide the gateway to the Arctic, or essentially a new
"freeway." She said that investing an additional $100 mllion
now m ght save hundreds of mllions to later redo it. She
expressed concern that this project seenmed short sighted. She

sai d when Kodi ak began work on a hydroel ectric project at Terror
Lake over 20 years ago, people thought the conmunity was "nuts”
but in 2014 the community reached 99.7 percent renewabl e power.
She suggested that if an opportunity exists, the state should
| ook towards the future. She appreciated that the USACE nmay be
limted to certain paraneters; however, she definitely thought
| ong range needs shoul d be consi dered.
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2:04:36 PM

CO CHAIR FOSTER renmarked that the USACE and the community are
hoping the project will be good enough to obtain funding, but he
was encouraged to hear Representative Stutes would like to
i ncrease the overall project size.

REPRESENTATI VE STUTES agreed that he was correct.
2:04: 52 PM

COCHAIR HUGHES said that the legislature is conprised of
visionaries who are looking to the future of Al aska. She asked
for further clarification on any time savings for a vessel
coming through the Arctic route, for exanple, a vessel comng
from Norway. She also thought the technology has inproved
significantly for vessel design and efficiency.

MR. SEXAUER answered that the tine savings would be 7 to 10 days
less time depending on the route; however, nost of those are
goi ng past the shores of Al aska. The vessels nmay travel from
Russia to China or are traveling from Norway to Los Angeles.
This port facility won't affect those tinme savings but would be
in support of the vessels in case a vessel needed to get
repaired. He comrented that currently a nunber of vessels
anchor off inside Norton Sound and at Port C arence. He
cautioned that the vessels traveling past Alaska do not
necessarily nmeet the design or purpose of this port, but that
the project was designed to inprove the commerce for the area,
the commerce for resource extraction, and to provide for
ener genci es.

2:07: 26 PM

REPRESENTATI VE CLAMAN asked whether any of the other ports are
in naturally deep-water locations that may not require the sane
dr edgi ng.

MR, SEXAUER identified Port Clarence as the one natural deep-
draft port. Large ships currently wait in the area, but these
vessels do not offload or |oad goods or supplies. He offered
his belief that Port C arence currently does not need dredging
or a breakwater.

2:08: 25 PM
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REPRESENTATI VE CLAMAN asked whet her the reason Port C arence was
not selected as the preferred site, was due to the
transportation cost of getting goods to Port C arence. He asked
whether it would be easier to get the ships into Port C arence.

MR. SEXAUER acknow edged Representative Caman has raised an
i nportant question, which was why select None and not Port

Cl arence. He agreed that the other types of infrastructure
woul d be needed at Port Carence, including access, utilities,
roads, housing, water, fuel, noting that these infrastructure
costs were exorbitant. In fact, if the project site was Port

Clarence, very little of those costs would be borne by the US
Arny Corps of Engineers (USACE). He suggested that the USACE
woul d participate in 75 percent of the channel costs, but the
uplands facility infrastructure would need to be paid for by
soneone else. As things develop, there will be a potential need
for a port or harbor facility, but not at this tine. In fact,
he raised this as being a simlar to other deep draft areas off
Cape Nonme and Cape CGol ovnin, but these areas |ack road and ot her
infrastructure. Thus having a facility wth the nexus of
existing facilities nade None a natural spot. He anti ci pated
that the USACE plans to perform an analysis in Kotzebue at Cape
Lawson.

2:10: 53 PM

MR. SEXAUER, in closing, reiterated that the proposed Nonme port
expansi on project was the USACE s tentatively selected plan, but
public coment and other input nmay be incorporated into the
final recomendati on. He anticipated that the US Arnmy Corps of
Engi neers (USACE) will hold a public neeting in None in April
He highlighted that this project began as a group venture wth
st akehol ders identifying the need for this project. He welconed
gquestions and comments.

2:12:19 PM
CO CHAI R HUGHES wonder ed whet her there was an executive sumrary.

MR. SEXAUER answered that the 900-page report contains an
executive sunmary.

2:13:22 PM
DENI SE M CHELS, Mayor, Cty of Nonme, stated that the Cty of

None supports the project. She thanked the US Arny Corps of
Engi neers (USACE) and the DOT&PF for working with them She
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stated that the City of Nonme has always advocated for a deep
draft port dredged to 35 feet and will continue to advocate for
it with the Congress. She explained that comrerce will be nore
efficient and resource devel opnment could provide benefits to the
State of Al aska. In addition, this project would place assets
for search and rescue and environnental response. She cautioned
that that it was inportant for the region to be prepared,
enphasizing that the land and water subsistence was very
inportant to the people of the region. She stated that the
deeper draft would be beneficial. She said the city will submt
comments; however, she suggested that dredging to 28 feet m ght
be phase one and dredging to 35 feet could be phase two.

M5. M CHELS highlighted another issue, national security, since
every other icebreaker - foreign flag - shuttles crew to None
whil e they resupply. In addition, 1,000 passenger cruise ships
stop in None. The city began tracking vessel traffic in 1990,
at a tinme when it had 30 dockings. Last year the Port of None

had 446 dockings. She pointed out sone of the current dock
uses, including use by the US Arny Corps of Engineers (USACE)

oil conpanies, private sailboats, as well as vyachts going
through the Northwest Passage. She said this proposal

represents a good start, staff has been taking notes, and the
City of Nome shares the same concerns that have been raised.

2:17: 03 PM

JOY BAKER, Port Director, Port of None, expressed appreciation
for all the work the US Arny Corps of Engineers (USACE) and
Departnent of Transportation & Public Facilities (DOT&F) have
done in this report. She acknow edged the amount of work it
takes to produce a 900-page docunent, noting the Port of None
has been working with the USACE for the past two years. Based
on statistics and chart graph, it's possible to see the increase
in vessel calls at the Port of Nome; however, actually living in
None and experiencing the changes first hand provides another
view. She has seen the Port of None grow from serving one barge
for a day or two along with a half dozen fishing boats to a dock
that serves nmultiple Dbarges, fishing boats, recreationa

vessel s, research vessels, cruise ships, oil tankers and barges,
gravel barges, construction barges, the US Coast CGuard, the US
Navy, and Korean and Canadi an i cebreakers. The US Arny Corps of
Engi neers (USACE) expansion in 2006 had a considerabl e inpact,
but the growth, demand and need has continued. The Port of
Nonme's not only serves to support the local regional cargo,
fuel, and gravel traffic in the region, but it also serves the
Arctic vessel fleet that passes through or is working in the
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Chukchi or the vessels are running materials up and down the

coast. The City of None resupplies vessels, facilitates crew
changes, and provides fuel, staging, air transportation, and
nmedi cal facilities. In fact, the City of Nome not only serves
as the hub for the region, but it serves as the hub for the
Arcti c. Al t hough these activities are currently happening and
the growth is visible, she felt confident that this gromh wll

continue to happen. In fact, the Port of Nonme will need to

continue to grow to maintain pace with the demand, she said.
2:20: 42 PM

REPRESENTATI VE ORTI Z asked whether the population in Nonme has
been grow ng.

M5. M CHAELS answered yes. She explained that a reality show
related to mning happens so Nonme sees an increase in the
sumer . She said that the population for the Bering Straits
region has also increased from 3,500 to 3, 700. She comment ed
that this proposal would afford nore econom c devel opnent and
j ob opportunities for the region.

2:21: 30 PM
CO CHAIR HUGHES asked whether the ships traveling from Europe
stop for fuel in Alaska or if they can continue on to
Cal i forni a.

M5. BAKER answered that the larger vessels refuel in Dutch
Har bor, but many vessels, including US Coast CGuard cutters stop
in None to refuel, resupply, and change crews. Further, many of
the research vessels that work in the Arctic uses Nonme for their
services and these vessels will either do another tour in the
Arctic or will head south for the wnter. In response to Co-
Chair Hughes, M. Baker answered that the 600-700 tankers can
travel from Europe to California w thout refueling.

2:22:49 PM

CO CHAI R FOSTER opened public testinony on the None proposal.
2:23:17 PM

JEFF  OITESEN, Director, Division of Program Devel opnent,
Departnent of Transportation & Public Facilities (DOT&PF), said

that he has been involved in the deep-draft Arctic port study
since 2008. He offered to provide information in response to
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earlier questions. He estimated that the approximate 3,500
vessels carrying containers travel on the great circle route
through the Aleutians from Asia to North America are fueled by

mari ne bunker fuel. However, these big ships do not need to
stop in Alaska since not one gallon of bunker fuel is sold in
Al aska. When big transiting through Bering Straits will likely
need to stop would be during a time of distress. At that point
these ships will probably need a tug and a place to anchor to
obtain refuge, which Port Carence could provide, he said, but
they will not need a place to tie up, since at that point these

ships will need a shipyard for repairs.

MR. OITESEN said that the targeted need the proposed None port
facility expansion would serve was all the smaller vessels that
Ms. Baker spoke to earlier that currently use None as their base
of operation. In response to Representative Stutes comments on
benefit-cost analysis, he spoke against that type of analysis.
He said that the benefit-cost analysis was used by the federal
government by law and in practice by the state, which he
characterized as being the scourge of "big thinking." In sinple
terms, he described the benefit-cost analysis process as one
that |ooks at <cost of building sonething conpared to the
benefits that wll be derived over sone period of tine,
typically 20 years. The process uses a discount rate to
di scount the value, so dollars spent ten years from now do not
cost as nuch due to the discount rate. He pointed to the Terror
Lake hydroelectric project to illustrate the wvalue of the
dol | ar. While the discount rate assunes a dollar tonorrow is
worth less than today, which in economc theory is true, the
benefit cost analysis takes us out of "big thinking" and puts us
into "bean counting"” and it often thwarts sound deci sion nmaking,
he sai d.

2:26: 21 PM

MR. OTTESEN turned to the Panama Canal project that was built at
the turn of the last century [1903], in which the Congress
aut hori zed the Panama Canal . Al though the initial plan was to
acconplish the [48 mle] canal with 1,500 Iong 150 foot-w de
channels to accommpdate ships, the Congress felt that the
channels were too wide and too long. Thus the Congress |imted
the Panama Canal to 100 foot-w de, 1000-foot |ong channels. At
the time, the largest ships sailing the seven seas were about
400 feet in length. Today, ships are longer than 1,000 feet so
the Panama Canal is being w dened, deepened, and | engthened,
however, the initial design |asted 100 years since they were not
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so mndful of the benefit-cost analysis. He remarked that
sonmeone had the right idea when the Panama Canal was built.

2:27:16 PM

CO CHAIR FOSTER, after first determining no one wshed to
testify, closed public testinony on the Nonme port expansion.

2:28:21 PM
ADJ QURNVENT
There being no further business before the commttee, the House

Transportation Standing Committee neeting was adjourned at 2:28
p. m
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