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Add to existing language:

The Regulatory Commission of Alaska, in consultation with DNR,
DCED and DF&G, will report to the legislature by February 15th 2003 
with their assessment of how the licensing and oversight of 
hydroelectric projects of 5 megawatts or less by the State of Alaska 
may be accomplished. This report will include budgetary impacts, 
funding mechanisms, staff requirements, potential statutory changes, 
timelines, the public process for developing regulations, and other 
items deemed important by the administration.
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•  F I S C A L  N O T E  •

Revision Dale/Time (Note if correction):__________________________ Dept. Affected]_________ DCED___________________
Title Small Water-Power Development. Projects_______ BRU Regulatory Commission of Alaska (399)
________________________________________________________________ Component Regulatory Commission of Alaska
Sponsor Senator Torgerson______________________________ ______________________________________________ __
Requester Senate Finance_________________________________ Component No. 2417
Expend itu re s/R e venues____________________________________ (Thousands of Dollars)_________________________

STATE OF ALASKA Fiscal Note Number: _ J _________________
2002 LEGISLATIVE SESSION Bill Version: SB 140_____________

(S) Publish Date: 3/1/02_____________

Note: Amounts do not include inflation unless otherwise noted below.
O PERAT ING  EXPEND ITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

31.1 31.1 130.0 130.0 130.0 130.0
5.0 5.0

50.0 50.0 50.0 50.0

TO TA L  OPERATING 36.1 36.1 180.0 180.0 180.0 180,0
C AP ITA L  EXPEND ITURES
CHANGE IN REVENUES ( )
FUND SOURCE_________________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 G F Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Menlal Health 
Other (RCA Receipts) 36.1 36.1 180.0 180.0 180.0 180 0

TO TA L 36.1 36.1 180.0 180.0 180.0 180.0

Estimate of any current year (FY2002) cost: 0.0
Check this box (X) if funding fo r this bill is included in the Governor's FY 2003 budget proposal: 
POSITIONS
Full-time 2 2 2 X.
Part-time 1 1
Temporary
ANALYS IS : (Attach a separate paqe i f  necessary)
SB140 w ill require the equivalent o f one-half o f a Utility Eng ineering Ana lys t III position (estimated cost: 
531,142) in FY03 and FY04 to assist in deve lop ing technical regulations and to coord inate the transfer of 
duties from  FE R C . Som e travel w ill be necessary for public com ment and coord ination w ith F E R C .
F E R C  has up to one yea r to approve the plan. O nce underway (FY05), a full-time U E A  III and an 
Environm enta l Eng ineer will be needed to ana lyze  water-power applications unde r the proposed program
550,000 in contractual monies w ill be needed for additional technical support and a contractual 
Adm in istr itive Law  Judge  to adjudicate technical/regulatory disputes. The  R C A ’s budget is funded through 
the R egu ia to ry Cost C ha rge  (RCC) and direct cha rge  mechanisms. No gene ra l funds are allocated for 
support of the agency. T he  agency m ay consider funding the p rogram  by license fees paid by the 
applicants, sim ilar to the current federal p rogram .
Prepared by: 
Division
Approved by: 
Agency

Dawn Bishop-Kleweno, Special Assistant
Regulatory Commission of Alaska

Phone (907) 276-6222 
Dale/Time 2/21/02 9:04 AM

Deborah B. Sedwick, Commissioner
Department of Community & Economic Development

Date 2/21/2002

(R«vis«d M 0 0 1  OMB)

OMMITrEE COP''
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•  F I S C A L  N O T E  € >

STATE O F ALASKA
2002 LEG ISLA TIV E SESSION

Revision Date/Time (Note if correction): __________________
Title: SMALL W ATER-POWER DEVELOPM ENT

PRO JECTS

Fiscal Note Number: 
Bill Version:
(S) Publish Date:
Dept. Affected: 

'BRU:
Component:

SB 140
3/1/02

Natural Resources______
Minerals. Land & Water Dev 
Water Development

Sponsor:
Requester:

Sen. Torgerson
(S) FIN

Expend itu res/Revenues
Component Number: 
(Thousands o f Dollars)

916

Note: Amounts do not include inflation unless otherwise noted below.
O PERATING  EXPEND ITURES FY  2003 FY  2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 22.5 22.5 70.0 70.0 70.0 70.0
Travel 0.0 0.0 10.0 10.0 10.0 100
Contractual 1.0 1.0 5.0 5.0 5.0 5.0
Supplies 0.5 0.5 1.0 1.0 1.0 1.0
Equipment 0.0 0.0 2.0 2.0 2.0 2 0
Land & Structures
Grants & Claims
Miscellaneous

TO TA L  OPERATING 24.0 24.0 88.0 88.0 88.0 88.0
C AP ITA L  EXPEND ITURES
CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0 0
FUND SOURCE_________________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

24.0 24.0 88.0 88.0 88.0 83 :

TO TA L 24.0 24.0 08.0 88.0 88.0 88 0

Estimate of any current year (FY2002) cost: none
Check this box (X) if funding for this bill is included in the Governor's FY2003 budget proposal: 
POSITIONS
Full-time 0 0 1 1 1
Part-time
Temporary 1 1
ANALYS IS: (Attach a separate page i f  necessary)
The Regulatory Commission of Alaska estimates that, in cooperation with the resource 
agencies, the Commission will require two years to write regulations that establish an efficient 
processing system that can be approved by FERC. DNR will be required to play a major role in 
the development of these regulations as its responsibilities in permitting such projects are 
substantial. A non-perm Natural Resource Mgr I will be required for at least 3 months each 
year for full participation. These costs are reflected in FY 2003 and 2004. [cont.]

Prepared by: Bob Loeffler_____________________  Phone 269-8600
Division Mining, Land and Water________  Date/Time 20-Feb-02
Approved by: PatPourchot Date 21-Feb-02
Agency Natural Resources ______________________________________

(r«v OTooi omb) P a g e__ 1__ o f __ 2 _

C O M M I T T E E  C O P '



* A
ANALYSIS: (continued) SB 140 #2

Beginning in 2005, this fiscal note assumes that an approved program will begin operation in 
Alaska and DNR will play a major role in the new licensing process, including the water right 
and temporary water use permitting, environmental consultation and review, and coordination 
with federal agencies. With one exception, this fiscal note assumes no new costs to deal with 
an "Alaskanized" licensing process rather than the current, federal FERC process. If the 
regulations assign new responsibilities to DNR, this assumption may change.

The exception is that currently, FERC has jurisdiction over all dams licensed by FERC. If an 
Alaskan program replaces the FERC program, DNR's dam safety program will be required to 
accept jurisdiction for permitting, review, and inspection of these dams. DNR's current Dam 
Safety program is staffed by a single engineer. The fiscal note would fund a subordinate (a 
Technical Engineer I) to handle the additional workload to the Dam Safety Program.

P a g e  2 of  2



•  F I S C A L  N O T E  •

STATE O F ALA SKA
2002 LE G ISLA TIV E SESSION

Revision Dale/Time (Note if correclion): 
Title

SB 140
3/1/02

Regulation and licensing of certain 
water-power development_________

Sponsor
Requester

Senator Torgerson

Fiscal Note Number:
Bill Version:
(S) Publish Date:

Dept. Affected;______________________
BRU Habitat and Restoration

"Component Habitat Special Propels

Fish and Game

Senate Finance
E xpend itu re s/R e venue s

Component No. 
(Thousands of Dollars)

487

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING  EXPEND ITURES FY 2003 FY 2004 FY 2005 FY  2006 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

17.0 17.0
1.0 1.0
1.0 1.0
0.5 0.5

TO TA L  O PERAT IN G 19.5 19.5 *** ***

C AP ITA L  EXPEND ITURES
CHANGE IN REVENUES  (
FUND SOURCE_________________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mentsl Health
Other (Specify Type-Do not abbreviate)

19.5 19.5

TO TA L 19.5 19.5 • ••

Estimate of any current yea r (FV2002) cost: 0.0
Check this box (X) if fund ing fo r this bill is included in the Gove rno r’s FY  2003 budge . proposal: 
POSITIONS
Full-time
Part-'ime
Temporary
[ANALYSIS: (Attach a seoarale oaae i f  necessarvl
FY 03 and FY 04 expenditures represent one quarter-time position for ADF&G participation in the 
development of a regulatory package impler lenting SB 140. Regulations must clearly detail all processes 
and requirements to result in timely and cost effective licensing of good projects that are both in the best 
economic interests of the state and environmentally sound.

Department expenditures in a potential 5 MW or smaller state licensing and regulatory program are 
difficult to quantify at this time. The licensing and regulation of hydro projects can be very complex. SB 
140 provides the basic structure for establishing regulations for the state to take over jurisdiction, but does 
not provide specicifity on how such a program will work within current authorities and responsibilites 
Uncertainties include how duties currently funded and performed by the Federal (c.mt)

Prepared by: 
Division
Approved by: 
Agency

(Revacd 9^0 0 1 OMB)

Gordy Williams Phone 465-6143
Commissioner’s Office Date/Time 2/21/02 9 07 AM
Commisssioner Frank Rue Date 2/21/2002
Fish and Game

Page 1 of__2__
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# F I S C A L  N O T E  0

ANALYSIS CONTINUATION

Energy Regulatory Commission (FERC) for small hydro projects will be handled in a state system, what 
information regarding fish and wildlife issues will be required to be provided by applicants or need to be 
developed by agencies, and what fees or other funding mechanisms will be developed. Depending upon 
the answers to these and other questions as a regulatory system is established, there may be significant 
fiscal impacts on the department to ensure that fish and game resources are protected to the same extent 
provided by the FERC process as is specified in SB 140.

S T A T E  O F  A L A S K A  B I L L  N O .  S B  1 4 0  # 3

2 0 0 2  L E G I S L A T I V E  S E S S I O N
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ALASKA STATE LEGISLATURE
Chairman: Senator John Torgerson
Vice Chair: Senator Gary Wilken
Senator Rick Halford
Senator Ben Stevens
Senator Robin Taylor
Senator Kim Elton
Senator Georgianna Lincoln

State Capitol, Room 427 
Juneau, AK 99S01 
Phone: (907) 465-4907 
Fax: (907) 465-4779

Official Business

S E N A T E  R E S O U R C E S  C O M M I T T E E

SPONSOR STATEMENT
SB 140

“Small W ater-Pow er Developm ent P ro jects”

O n  N o v e m b er 9,2000, C ongress ap p ro v e d  leg isla tion  ex ten d in g  p ro g ram s u n d e r  
th e  federa l E nergy  Policy an d  C onservation  Act. T itle V of th is A ct, p laced  in  
fed era l s ta tu te  as Public Law  106-469, w as p ro p o sed  b y  S ena to r M u rk o w sk i w ho  
is chair o f th e  Senate E nergy  and N a tu ra l R esources C om m ittee .

S en a to r M u rk o w sk i's  lan gu age  am end s the F edera l P ow er A ct to a llow  licensing 
a n d  reg u la to ry  au th o rity  ov er sm all hydroelectric  p ro jects in  A laska to tran sfe r 
fro m  th e  federa l go v ern m en t to the State of A laska. Sm all h y d ro e lec tric  projects 
are  de fin ed  as those of 5,000 k ilow atts (5 m egaw atts) o r less. T he federa l 
en ab lin g  leg isla tion  app lies to new  projects an d  to ex isting p ro jects if the o w n er 
so  elects. A  n u m b er of o u r sm all u tilities as w ell as th e  State su p p o rte d  this 
leg isla tion .

Before A lask a can  acquire  ju risd ic tion  from  th e  F ederal E n erg y  R egu la to ry  
C om m issio n  (FERC), w h ich  cu rren tly  oversees hydro electric  projects, the 
L eg isla tu re  m u st ad o p t leg isla tion  an d  the G overno r m u s t su b m it a p ro g ram  to 
FERC to  sa tisfy  the requ irem en ts in  T itle V of PL 106-469. A ll cu rren t 
en v iro n m en ta l an d  o th er p ro tec tions req u ired  u n d e r fed era l law  m u st be 
co n ta in ed  in  the State p ro g ram . Sm all hydro electric  pro jects lo ca ted  o n  In d ian  
rese rv a tio n s, co nserva tion  un its  o f A N ILCA , o r rivers d e s ig n a ted  for the  W ild 
a n d  Scenic R ivers System  w ou ld  n o t be eligible for S tate ju risd iction .

SB 140 w ill b eg in  im plem en ta tion  of Title V o f PL 106-469 in an  effort to  b ring  
reg u la tio n s  closer to h o m e  an d  to red uce  the g rea t tim e a n d  expense  cu rren tly  
assoc ia ted  w ith  federa l licensing a n d  regu la tion  of sm all h y d ro  pro jects in 
A laska. T he tim e and  m oney  req u ired  for federa l licensing is v irtua lly  
p ro h ib itiv e  for som e sm all projects. N ow  the L egislatu re  has an  o p p o rtu n ity  to 
rem o v e  th is h in d ran ce  an d  encourage d ev e lo p m en t of ren ew able  electric 
in fras tru c tu re .



gem,

Resources of th e  S en a te  n o t la te r  than  180 days a fte r the  enac tm en t
of th is  section. The rep o rt shall contain a  review of p rio r stud ies DudUne.
conducted on th e  sub jec ts described in  subsection (a).

TITLE ID—MARGINAL WELL 
PURCHASES

S E C . 3 01 . P U R C H A S E  O F  O IL  F R O M  M A R G IN A L  W ELLS.
(a) P urchase o p  Oil  F rom Marginal Wells .—P a r t  B o f title  

I o f the  E n e tp r  Policy a n d  Conservation Act (42 U.S.C. 6232 e t 
aeq.) is am ended by add in g  the  following new  section a fte r  section 
168:

“ PURCHASE OF O IL FROM MARGINAL WELLS
“Se c . 169. (a) I n  General .—F rom am ounts authorized  u n d e r 42 u se  6247b. 

section 166, in  a n y  case in  which th e  price of oil decreases to 
an  am o u n t less th a n  $15.00 p e r b arre l (an am ount equal to th e  
a n n u a l average w ell h ead  price per barre l for all dom estic crude 
oil), ac tua ted  for in fla tion , the  Secre tary  m ay purchase  oil from  
a m arg in a l w ell a t  $ 1 5 .0 0 p e r barrel, ad justed  for inflation.

“(b) D e fin itio n  o f  Marginal W e l l —The te rm  ‘m arg inal w ell’ 
h as th e  sam e m ean ing  a s  the  definition of 's tr ip p er well p ro p erty ’ 
in  section 613A(cX6)(E) of the  In te rn a l Revenue Code (26 U.S.C.
613A(c)(6XE)).“.

(b) Con fo rm in g  Am en d m en t ,—The tab le  of contents for the  
E nerg y  Policy an d  C onservation Act is am ended by in se rtin g  a fte r  
th e  item  re la tin g  to section  168 the  following:

"Sec. 169. -Purchwe of oil Drum marginal

TITLE IV— FEDERAL ENERGY 
MANAGEMENT

S E C . 401 . F E M P .
Section 801 o f th e  N ational E nergy C onservation Policy Act 

(42 U .S.C . 8287(aX2XDXiii), is a m en d e d b y  s trik in g  “$750,000" and  
in se rtin g  “$10,000,000".

TITLE V—ALASKA STATE JURISDICTION 
OVER SMALL HYDROELECTRIC 
PROJECTS

S E C . 601 . A LA SK A  S T A T E  JU R IS D IC T IO N  O V ER  SM A LL H Y D R O E L E C T R IC  
P R O J E C T S .

P a r t  I  o f the  F e d era l Power Act (16 U.S.C. 792 e t  6eq.) i s . 
am ended by add ing  a t  th e  end tbe  following:
“S E C . 32 . A LA SK A  S T A T E  JU R IS D IC T IO N  O V E R  SM A LL H Y D R O E L E C T R IC  16 USC 823c. 

P R O J E C T S .
“(a) D isco n tin u a n ce  of Regulation  by t h e  Co m m issio n .— 

N o tw ith stan d ing  sections 4(e) and  23(b), the  Comm ission sha ll d is­
con tinue exercising licensing  and regulatory  au thority  u n d er th is

PU B L IC  LAW  106-469— NOV. 9, 2000 114 STAT. 2037



p a r t  over qualifying project works in th e  S ta te  of A laska, effective 
on th e  date  on which th e  Commission certifies th a t  the  S ta te  
of A laska  h as  in  place a  regulatory  program  for w ater-pow er 
developm ent th a t—

"(1) protects the public in terest, the  purposes listed  in  
p a ra g ra p h  (2), and  th e  environm ent to th e  sam e ex ten t provided 
by licensing  and  regulation  by the  Commission u n d e r th is  p a r t  
a n d  o th er applicable Federal laws, including th e  E ndangered  
Species A ct (16 U.S.C. 1531 e t seq.) and  the  F ish  and  W ildlife 
C oordination  Act (16 U.S.C. 661 e t seq.);

"(2) gives equal consideration to the  purposes of—
“(A) energy conservation;
"(B) the  protection, m itigation  of dam age to, and  

enhancem ent of, fish and  wildlife (including re la ted  
spaw ning  grounds and  habitat);

“(C) the  protection of recreational opportunities;
“(D) the  preservation  of o ther aspects of env ironm ental 

quality ;
“(E) the  in te re sts  of A laska N atives: end
"(F) o ther beneficial public uses, including irrigation , 

flood control, w a te r supply, and  navigation; and  
“(3) requires, as a  condition of a ncense for any  project 

w orks—
“(A) the construction, m aintenance, and  operation by 

a  licensee a t  its  own expense of such lights and  signals 
a s  m ay  be directed by th e  Secretary  of th e  D ep artm en t 
in  w hich the C oast G uard  is operating, and  such fishw ays 
a s  m ay  be prescribed by th e  Secre tary  of th e  In te rio r or 
th e  Secretary  of Commerce, as appropriate;

"(B) the operation o f any navigation facilities w hich 
m ay  be constructed as p a r t  of any  project to be controlled 
a t  a ll tim es by such  reasonable ru les and  regu lations as 
m a y  be m ade by th e  Secretary  of th e  Army; and

"(C) conditions for the protection, m itigation, a n d  
enhancem ent of fish  and  wildlife based on recom m enda­
tio n s  received p u rsu an t to th e  F ish  and Wildlife C oordina­
tion  A ct (16 U.S.C. 661 e t seq.) from th e  N ational M arine  
F ish eries Service, th e  U nited  S ta tes F ish  and  W ildlife 
Service, and  S tate  fish and wildlife agencies.

“(b) D efin itio n  of 'Q u a u fy ix c  P roject  Works '.—F or p u r ­
poses o f th is  section, th e  term  ‘qualifying project works’ m eans 
project w orks—

“(1) th a t  are  no t p a r t  of a  project licensed undor th is  
p a r t  or exem pted from licensing u n d er th is  p a r t  or section 
405 of th e  Public U tility  R egulatory Policies Act of 1978 prio r 
to  th e  d a te  of the  enactm en t of th is section;

“(2) for which a p relim inary  perm it, a  license^ application, 
o r an  application for an  exem ption from licensing h as  n o t 
b een  accepted for filing by the  Comm ission prio r to the  d a te  
o f th e  enactm ent of subsection (c) (unless such application 
is  w ithd raw n  a t th e  election of the  applicant);

"(3) th a t  arc p a r t  of a  project th a t  has a  power production 
capacity  of 5,000 k ilow atts or less;

“(4) th a t  aro located entirely  w ith in  the  boundaries o f the  
S ta te  o f A laska; and

“(5) th a t  are n o t located in  whole or in  p a rt on any Ind ian  
reserv a tio n , a  conservation system  u n it (as defined in section

114 STAT. 2038 PUBL IC LAW  106 -469 -N O V . 9, 2000



102(4) of th e  A laska N ational In te re s t Lands Conservation 
A ct (16 U.S.C. 3102(4))), o r segm ent of a  river designated 
for s tu d y  for addition to the  W ild and Scenic Rivera System.
"(c) E lection  o r  State L icensing .—In  the case of nonquali­

fying project works th a t would be a  qualifying project w orks b u t 
for th e  fact th a t  th e  project h as  been licensed (or exem pted from 
licensing) by the  Commission prior to the  enactm ent of th is section, 
th e  licensee of such project m ay in its  discretion elect to m ake 
th e  project subject to licensing and regulation by the  S ta te  of 
A laska u n d er th is  section.

"(d) Pr o jec t  W orks on  F ederal  L ands.—'With  ■ respect to 
projects located in  whole or in  p a rt on a  reservation, a  conservation 
sy stem  u n it, or th e  public lands, a  S ta te  license or exem ption 
from  licensing  shall be subject-to—

"(1) the  approval of the  Secretary  having jurisd iction  over 
such  lands; and

“(2) auch conditions as the  Secretary  m ay prescribe.
"(e) Consultation  W ith  Affected  Agencies .—The Comm is­

sion sh a ll consult w ith  th e  Secretary of the  In terio r, th e  Secretary  
o f A gricu ltu re , a n d  th e  Secretary of Commerce before certifying 
th e  S ta te  of A laska’s regulatory  program .

“(f) A pplication  o f  F ederal Laws.—N othing in  th is  section 
sh a ll p reem p t th e  application of Federal environm ental, n a tu ra l 
resources, or cultura l resources protection laws according to the ir 
te rm s.

“(g) Oversight  by th e  Comm ission .—The S ta te  of A laska sha ll Notification, 
no tify  th e  Comm ission not la te r  th a n  30 days a fte r  m aking  any  Dwdkne. 
sign ifican t m odification to its regulatory  program . T he Commission 
sh a ll periodically review  the  S ta te ’s program  to ensure compliance 
w ith  th e  provisions o f th is  section.

“(h) Resu m ption  o f  Com m ission  Authority .—N otw ith­
s ta n d in g  subsection (a), the  Commission shall rea sse rt ita licensing 
and reg u la to ry  au thority  under th is  p a r t  i f  the  Commission finds 
th a t  th e  S ta te  of A laska has not complied with one or more of 
th e  req u irem en ts  of th is  section.

"(i) D eterm ination  by  the  Comm ission .—(1) Upon application Decline, 
by  th e  Governor o f th e  S tate  of A laska, th e  Commission shell 
w ith in  .30 days commence a  review  of the  S ta te  of A laska’s regu­
la to ry  p rogram  for w ater-pow er developm ent to  determ ine w hether 
i t  com plies w ith  the  requirem ents of subsection (a).

“(2) The Comm ission's review required  by parag raph  (1) shall Deadline, 
be com pleted w ith in  1 y ea r of initia tion , and  the  Commission shall 
w ith in  30 days th e rea fte r  issue a  final order determ ining w hether 
or n o t th e  S ta te  o f Alaska'6 regulatory  program  for w ater-pow er 
developm ent complies w ith  the requirem ents of subsection (a).

. “(3) I f  th e  Commission fails to issue a  final order in  accordance 
w ith  p a ra g ra p h  (2) th e  S tate  of A laska’s regulatory  program  for 
w ater-pow er developm ent sh a 'l be deem ed to  be in  compliance, 
w ith  subsection (a).".

PUBL IC LAW 106-469— NOV, 9,2000 114 STAT. 2039
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'Petersburg has been working .pletc and cost upwards o f  51 

fo r nearly five years und spent m illion when a ll is said and 
nlinosi $500 ,000 to have the’ done.
B lind Slough Hydroelectric 
Facility rc-liccnscd by the 
Federal Energy Regulatory 
Commission. It is expected to 
lake several more years to com-

Dut, legislation passed this 
week might be able to offset the 
need to have the 2.5 megawatt 
project controlled by the federal 
government and put the control

o f similarly sized projects in the 
hands o f the state.

The I louse o f Representatives 
on Tuesday, approved a b ill, 
which previously had passed the 
Senate, allowing (lie State o f 
Alaska to rcgu'atc small scale 
hydroelectric projects in Alaska, 
rather than having them regulat­
ed by the Federal Energy 
Regulatory Commission.

'Hie bills now head to the 
President lo r his signature.

This summer Petersburg 
Power and Light Superintendent 
Dennis Lewis testified before 
Congress on the current rc- 
liccnsing process saying “ (he 
current federal hydropower 
licensing process o f small rural 
facilities is dysfunctional."

This week, after hearing the 
news, lie said that Petersburg 
would be very interested in hav­
ing the federal license process 
vacated and dealing with a stale 
regulatory process.

"Alaska has great potential 
for small-scale hydroelectric 
projects that would help reduce 
the price o f  electricity to con­
sumers in Alaska and help the 
environment by reducing air pol­
lution," said Sen. Frank 
Murkowski. "But under existing 
law, a project, no matter how 
small or remote, must obtain a 
federal license and the licensing 
process itse lf is a major impedi­
ment and cost fo r these small 
projects," said Murkowski.

While s. ving the live- to 10-

year FERC  licensing process 
rnay not defeat a giant project, it 
represent a significant cost 
increase tor smaller projects.

Murkowski said the B lack 
Bear Lake project on Prince o f 
Wales Island, a proposed 4.5- 
mrgawatt generator, took seven 
years and 51 .2  m illion to com­
plete the licensing process —  
adding significantly to the 510 
m illion cost o f  the project. The 
nearby Goat Lake project 
required five years and $1 m il­
lion in spending to win FERC 
approval, adding to its $10 m il­
lion construction cost.

"For a small project located in 
a remote region o f  A laska,

Continued on page 5
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Continued from  page 3
FERC ’s licensing process is a 
m ajor expense. And fo r too 
many small projects, this alone 
dooms an otherwise economi­
cally viable and environmentally 
beneficial pro ject," said 
Murkowski.

He noted that most o f these 
projects arc not on salmon 
spawning streams, but small 
creeks o r at the outflow o f lakes 
and that the projects have no 
effect on the environment o r 
wildlife.

"Small hydro projects in 
A laska arc environmentally 
sound, renewable power sources 
since they replace fossil-l’uel 
burning diesel generators as 

: .trees. It is important to
..... • ii.:- i   ..........

Instead, it allows the stale to reg­
ulate (litem) in lieu o f  FERC. I 
ask, who is more interested in 
the environment o f Alaska —  
Alaskans or distant FERC  regu- 
lators7”  asked Murkowski.

Murkowski noted that 
Alaskans on average pay 36 per­
cent more fo r electricity and that 
some in rural Alaska pay up lo 
43 cents per kilowatt hour —  
five times the national average. 
These high costs result from the 
fact that power is generated 
from diesel generators v’tose 
fuel must be shipped lo re.note 
areas at great cost.

The FERC exemption will 
only be triggered if  A laska’s 
Governor notifies the Secretary 
o f Energy that the State Inis in 
place a comprehensive process

resources, or cultural resource 
prolcclion laws.

The b ill has been endorsed by 
A laska Legislature's Utilities 
Restructuring Committee, by die 
A laska V illage Electric 
Cooperative and by Alaska State 
government.

The small hydro bill (S . 422) 
passed the Senate on March 26, 
1999 and aguin last week when 
it was added lo  the re-aulhoriia- 
lion o f  the Energy Policy and 
Conservation Act (EPCA ) (H .R . 
2884 ). EPCA also authorizes the 
nation's Strategic Petroleum 
Reserve and the new Northeast 
Home Heating O il Reserve.

The 2.5 megawatt Blind 
Slough Hydroelectric Facility, 
which supplies the city with 
about one-quarter o f  its peak
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Dated 3-15-2001

1 w o u ld  l ik e  to  Yoicc m y  s tro n g  support oT S enate  D ill N o . 140.

A lask a  P o w e r  Sc T e le p h o n e  C om pany  is an em ployee-ow ned  corporation  that h as  been  
p ro v id in g  p u b lic  u tility  se rv ic e  to A laska  since 1057. W e «.->rrcntly p rov ide  se rv ice  to  the 
re s id e n ts  o f  25  d iffe ren t ru ra l com m unities from  abo ve  the  A rc tic  C in d c  to the very  
so u th e rn  p o rtio n s  o f  A la s k a  O ur experience  in d eve lop in g  sm all hy dropow er p ro jec ts  is 
e x te n s iv e  a n d  cu rren t.

I h a v e  a tta c h e d  a  copy  o f  m y  testim ony  on th is  issue  w h e n  it w as heard  by the U S 
C o n g ress , H o u se  o f  R ep resen ta tiv es , C om m ittee  o n  C om m erce, and S ubcom m ittee  on  
E n erg y  a n d  P o w e r on  M a rc h  3 0 ,2 0 0 0 . T h ese  com m ents rem ain  re levan t lo S enate  D ill 
N o . 140.

S eco n d ly , 1 h av e  a tta c h e d  a  pap er titled  “  A laska Sm all H ydroelectric  and  the Q uestion  o f  
S u s ta in a b le  D ev e lo p m en t*  da ted  M arch  1999.

D o th  o f  th e se  d o cu m en ts  p o in ' ou t th e  d ifficu lty  and  h ig h  cos t associated w ith  the 
d e v e lo p m e n t o f  sm all h y d ro e lec tr ic  p ro jects. 1 am  testify ing  in the hope that this 
le g is la tio n  w ill re su lt in  c o s t and tim e sav in gs w hen perm itting  sm all hydroelectric  
p ro jects ,

f in a lly , T w o u ld  lik e  to  m a k e  a  few  o th e r  po in ts:

1. In S o u th e a s t A lask a  th e  num ber o f  sm all hyd ropow er p ro jects (500 to 5000 kw ) is 
fin ite . I h av e  p re p a re d  a  lis t o f  th e  h y d ro p ow er p ro jec ts  tha t m ay likely deve lop ed  in 
th e  n e x t ten  years. W h ile  1 am su re  the re  ore o th e rs , I though t it w ould be usefu l lo 
p o in t o u t  that the  n u m b e rs  oT pro jccts a re  lim ited  und thus the w ork  load and 
a sso c ia te d  co s ts  o f  th e  agency g iven  resp o n s ib ility  sho u ld  he com m ensurate  w ith  the 
n u m b e r  o f  p ro jec ts .

O tte r  C reek in  S kngw ay  
T h a y e r  Lake in A ngoo n  
R ey n o ld s  C reek  in  H ydaburg  
S o u th  Pork on  P r in c e  o f  W ales Island 
W o lf  L ake  n ea r H o llis  
C lartinu C reek  in  H oonah

;
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G u n n u k  C reek in K ake 
S u n rise  Lake n ea r W rangell

A  fe w  rc liccnse  e ffo rts arc  under w ay  o r w ill occu r soon at:

C rysta l L ake in Petersburg  
D ew ey  Lakes in  S kagw ay

2, W ith  the  n e w  leg is la tio n , A laska  w ould  be unique. F o r  p ro jects u n d e r F E R C , the re  is 
n o  m in im u m  size . F a r  exam ple, i f  an A laskan  residen t had a site  tha t could generate  
2 K W  fo r th e .r  persona l u se , it could  be  ju risd ic tio n a l by F E R C , requ iring  a  license 
tha t cou ld  m a k e  the  p ro je c t uneconom ic because o f  th e  licensing  p ro cess. I f  the  sta le  
d ev e lo p s  a  w ell th o u g h t o u t and cost effective  p rogram , it  w ill m ake m icro-hydro 
(u n d er 500K .W ) v e ry  a ttrac tive . A no ther p lu s  o f  the  leg isla tion  is  th a t it w ould likely  
rem o v e  a n y  tem p ta tio n  b y  m icro-hydro  developers to  m erely  b u ild  th e ir  projects 
w ith o u t lic e n s in g  b ec au se  o f  the costs and tim e  asso c ia ted  w ith  the  curren t federal 
p rocess.

3. C u rren tly  th e  S ta te  p e rm its  sm all do m estic  w a te r sy s tem s fo r  v illages and  tow ns. \ 
believe  sm a ll h y d ro p o w e r  pro jects are  very sim ilar. 1 do  n o t th ink  w e  n c c t o r Intend 
lo c reate  a S ta te  F E R C  w ith  iLs h igh cos t and un tim ely  dec isions. W e need to develop  
a p ro ce ss  th a t  is  A lask an  in scope, w ell tho ugh t out and cost e ffec tiv e  w hile  m eeting  
the  req u ire m e n ts  o f  th e  th is  legislation. W e need  som e agency  to  tak e  the lead. T h is 
agency  m u s t b a lan ce  a n y  o f  adverse im pacts w ith  the bcucficial im pac ts o f  any  
p roposed  h y d ro  d ev e lo p m en t. 1 believe agencies w ith  general charges such as the 
R C A , D G C  o r  D N R  a re  appropria te  and  have statu to ry  resp o nsib ility  lo balance 
im pacts (ad v e rse  a n d  ben efic ia l) so that hydro developm ent occurs in  a cost e ffective  
and  tim ely  m a n n e r  c o n s is te n t w ith  the public  interest. 1 h av e  a ttached  a  paper w ritten  
in  1999. It is c ritic a l o f  resou rce  agencies th a t tak e  the  n arro w  Yiew o f  their 
re sp o n s ib ilitie s . T h is  p ro b lem  needs lo be coire^ced w hether or n o t the stale w ish es to 
assum e th e  re sp o n s ib ility  oT perm itting  sm all hy d rop ow er p ro jects.

In  th is reg a rd , th e  A la s k a  R u ra l E lectric  C ooperative  A ssocia tion  (A R E C A ) m em bership  
passed  a  R eso lu tio n  01 -9 , supporting  the recognition  o f  h y d ro e lec tric  p o w er as a 
renew ab le  e n e rg y  re so u rc e , a n d  requ iring  federal und s ta le  agencies Lo take a balan ced  
ap p ro ach ed  lo  e x is tin g  a n d  n ew  hydroelectric  p ro jects. 1 h ave  a ttach ed  a full copy  o f th is  
reso lu tio n  fo r  y o u r  c on sid e ra tio n .
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April 4, 2002

'inuorable John Torgerson 
Chair, Senate Resources Committee 
Alaska State Legislature 
State Capitol (MS 3100)
Juneau, AK 99801-1182

D e a r  S e n a t o r  T o r g e r s o n :

This is to reiterate ARECA’s continued strong support for 
Senate Bill No. 140, which would establish a much needed 
program for state regulation of small hydroelectric projects 
in Alaska. Your legislation will implement companion 
federal legislation supported by Senator Murkowski and also 
strongly supported by ARECA and its member electric utilities 
throughout the state.

Bringing regulation of small hydro projects closer to home 
should reduce both the time and cost of developing clean, 
renewable hydropower for Alaska consumers. ARECA thanks 
you for your efforts on Senate Bill NO. 140, arid we hope 
your legislation becomes law this law.

Sincerely,

Executive Director

703 W, Tudor Rd„ #200 Anchorage, Alaska 99503-6650 
(907) 561-6103 • FAX (907) 561-5547

www.areca.org
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