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STATE OF ALASKA
2002 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title

FISCAL NOTE
Ap# il 4 2002

Regulation and licensing of certain
Dept. Affected:

'BRU

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

SB 140
3/1/02

Fish and Game
Habitat and Restoration

water-power development Component Habitat Special Projects
Sponsor
Requester

Senator Torgerson
Senate Finance

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

487

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 17.0 17.0
Travel 1.0 1.0
Contractual 1.0 1.0
Supplies 0.5 0.5
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 19.5 19.5

CAPITAL EXPENDITURES | I I I

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 19.5 19.5
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 19.5 19.5 mmm • ••

0.0Estimate of any current year (FY2002) cost:
Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal:

POSITIONS
Full-time
Part-time
Temporjry

lANALYSIS: (Attach a seoarale oaoe if necessarvi
FY 03 and FY 04 expenditures represent one quarter-time position for ADF&G participation in the 
development of a regulatory package implementing 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 (cont)
Prepared by: 
Division
Approved by: 
Agency

Gordy Williams Phone 4Fo-6143
Commissioner’s Office Dale/Time 2/21/02 9:07 AM
Commisssioner Frank Rue Date 2/21/2002
Fish and Game

(Revved 9:2001 OMB)

•OMMITTEE COP
Page 1 o f  2__



F ISCAL NOTE

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.

STATE OF A LASKA B IL L  NO. SB 140 #3
2002 LEG IS LAT IVE SESSION
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FISCAL NOTEVk!l4?iJ0Z
STATE OF ALASKA
2002 LEGISLATIVE SESSION •II I '

Revision Date/Time (Note if correction): _______________
Title: SMALL WATER-POWER DEVELOPMENT

PROJECTS

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

Dept. Affected: 
|ERU:
Component:

SB 140
3/1 /02

Natural Resources_____
M inerals. Land & W ater Dev 

Water Development
Sponsor:
Requester:

Sen. Torgerson
(S) FIN

Expenditures/Revenues

Component Number: 

(Thousands of Dollars)

9 1 5

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2 0 0 3 FY 20 04 FY 2 0 0 5 FY 20 06 FY 20 07 FY 2008
Personal Services 2 2 .5 22 .5 7 0 .0 7 0 .0 70 .0 7 0 .0
Travel 0 .0 0 .0 10 .0 10 .0 10 .0 10 .0
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

TOTAL OPERATING 24 .0 24 .0 8 8 .0 8 8 .0 88 .0 88 .0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
FUND SOURCE (Thousands of Dollars)
10 02  Federal Receipts
10 03  GF Match
1004 GF 2 4 .0 2 4 .0 8 8 .0 8 8 .0 8 8 .0 88  0
10 05  GF/Program Receipts
1037  GF/Mental Health
Other (Specify Type)

TOTAL 24 .0 24 .0 88 .0 8 8 .0 88 .0 8 8 .0

Estimate o f any current year (FY2002) cost: none
Check this box (X) if funding fo r this bill is included in the Governor’s FY2003 budget proposa l:
POSITIONS
Full-time 0 0 1 1 1 1
Part-time
Temporary 1 1
ANALYSIS: (Attach a separate page if necessary)
T h e  R e g u la to r y  C o m m is s io n  o f A la s k a  e s t im a te s  th a t , in c o o p e r a t io n  w ith  th e  r e s o u r c e  
a g e n c ie s , th e  C o m m is s io n  w i l l r e q u ir e  tw o  y c ^ i s  to  w r i te  r e g u la t io n s  th a t e s ta b l is h  a n  e f f ic ie n t 
p r o c e s s in g  s y s te m  th a t c a n  b e  a p p r o v e d  b y  F E R C . D N R  w i l l b e  r e q u ir e d  to  p la y  a m a jo r ro le  in 
th e  d e v e lo p m e n t o f th e s e  r e g u la t io n s  a s  its  r e s p o n s ib i l i t ie s  in  p e rm i t t in g  s u c h  p r o je c t s  a re  
s u b s ta n t ia l . A  n o n - p e rm  N a tu r a l R e s o u r c e  M g r I w il l b e  r e q u ir e d  fo r a t le a s t 3 m o n th s  e a c h  
y e a r fo r fu l l p a r t ic ip a t io n . T h e s e  c o s ts  a re  re f le c te d  in F Y  2 0 0 3  a n d  2 0 0 4 . [ c o n t . ]

Prepared by: 
Division 
Approved by: 
Agency

Bob Loeffler Phone 269-8600
Mining, Land and Water Date/Time 20-Feb-02
Pat Pourchot Date 21-Feb-02
Natural Resources

(Re* 9/2001 OM8) Page 1 o f 2_
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ANALYSIS: (continued) SB 140 #2

B e g in n in g  in 2 0 0 5 , th is  f is c a l n o te  a s s u m e s  th a t a n  a p p r o v e d  p r o g r a m  w i l l b e g in  o p e r a t io n  in 
A la s k a  a n d  D N R  w i l l p la y  a m a jo r ro le  in th e  n e w  l ic e n s in g  p r o c e s s , in c lu d in g  th e  w a te r  r ig h t 
a n d  te m p o r a r y  w a te i u s e  p e rm i t t in g , e n v i r o n m e n ta l c o n s u l t a t io n  a n d  r e v ie w , a n d  c o o rd in a t io n  
w ith  fe d e ra l a g e n c ie s . W ith  o n e  e x c e p t io n , th is  f is c a l n o te  a s s u m e s  n o  n e w  c o s ts  to  d e a l w ith  
a n  " A la s k a n iz e d "  l ic e n s in g  p r o c e s s  r a th e r th a n  th e  c u r r e n t , fe d e r a l F E R C  p r o c e s s . I f th e  
r e g u 'a t io n s  a s s ig n  n e w  re s p o n s ib i l i t ie s  to  D N R , th is  a s s u m p t io n  m a y  c h a n g e ,

T h e  e x c e p t io n  is  th a t c u r r e n t ly . F E R C  h a s  ju r is d ic t io n  o v e r  a ll d a m s  l ic e n s e d  b y  F E R C . If a n 
A la s k a n  p r o g r a m  r e p la c e s  th e  F E R C  p ro g ra m , D N R 's  d a m  s a fe t y  p r o g r a m  w il l b e  re q u ir e d  to 
a c c e p t ju r is d ic t io n  f o r  p e rm i t t in g , re v ie w , a n d  in s p e c t io n  o f th e s e  d a m s . D N R ’s c u r r e n t D am  
S a fe ty  p r o g r a m  is s ta f f e d  b y  a s in g le  e n g in e e r . T h e  f is c a l n o te  w o u ld  fu n d  a s u b o r d in a te  (a 
T e c h n ic a l E n g in e e r I) to  h a n d le  th e  a d d i t io n a l w o r k lo a d  to  th e  D a m  S a fe ty  P r o g ra m .

Page 2 o f  2



M  I) 4 ZOO?
S T A T E  O F  A L A S K A  : Fiscal Note Number: _ 1 _________________
2002 L E G IS L A T IV E  S E S S IO N  Bill Version: SB 140_____________

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

Revision Date/Time (Note if correction):_____________________ Dept. Affected:_________ DCED_____________
Title Small Water-Power Development. Projects______ BRU Regulatory Commission of Aiaska (399)
_____________________________________________________ Component Reoulatory Commission of Alaska
Sponsor Senator Torgerson_________________________ _______________________________________
Requester Senate Finance____________________________Component No. 2417

FISCAL NOTE

Expenditures/Revenues___________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below._________ ________
OPERATING EXPENDITURES 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 5O.0 50.0

TOTAL OPERATING 36.1 36.1 180.0 180.0 180.0 180.0

CAPITAL EXPENDITURES__________

ICHANGE IN REVENUES ( ) |

FUND SOURCE___________________   (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (RCA Receipts) 36.1 36.1 180.0 180.0 180.0 180.0

TOTAL 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 for this bill is included in the Governor's FY 2003 budget proposal: 

POSITIONS
Full-time 2 2 2 2
Part-time 1 1
Temporary

ANALYSIS: (Attach a separate page if necessary)
SB140 will require the equivalent of one-half of a Utility Engineering Analyst III position (estimated cost: 
531,142) in FY03 and FY04 to assist in developing technical regulations and to coordinate the transfer of 
duties from FERC. Some travel will be necessary for public comment and coordination with FERC.
FERC has up to one year to approve the plan. Once underway (FY05), a full-time UEA III and an 
Environmental Engineer will be needed to analyze water-power applications under the proposed program.
S50.000 in contractual monies will be needed for additional technical support and a contractual 
Administrative Law Judge to adjudicate technical/regulatory disputes. The RCA's budget is funded through 
the Regulatory Cost Charge (RCC) and direct charge mechanisms. No general funds are allocated for 
support of the agency. The agency may consider funding the program by license fees paid by the 
applicants, similar to the current federal program.
Prepared by: Dawn Bishop-Kleweno, Special Assistant  Phone (907) 276-6222
Division Regulatory Commission of Alaska  Dale/Time 2/21/02 9:04 AM
Approved by: Deborah B. Sedwick, Commissioner Date 2/21/2002
Agency Department of Community & Economic Development_________

(Rovued 9/2001 OMB)COMMITTEE COP' Page 1 of 1



SENATE FINANCE COMMITTEE
<\ /  3 /2002 COMMITTEE ACTION

Bill NumberAmendment v-noO*. Xvcym Cammrf <Motion
Motion by j ....

Objection bv fa/fcv1/1Removed x ^
1Second Objection byCommittee Member Y Vote NSenator HoffmanSenator LemanSenator OlsonSenator WardSenator WilkenSenator AustermanSenator GreenCo-Chair DonleyCo-Chair Kelly

TrJIyYeaNayAbsent
MOTION
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 T- „ MAM_C • 3 < * >F t i d. r .NANCE 
COMMITTEE .amendment Number: \___Bili Number: *3ft \H-0 

Sponsor: U)«1/C<m Date: f  Uos<
L o g g e d  In B y ; 'R p k . L j

S E N A T E  F I N A N C E  C O M M IT T E E  

A M E N D M E N T  N o .  1

T o : 2  L  l u t r  / 2 -  S E N A T E  B I L L  N o .  $ ^ 3  1 4 * 0

T o :    S E N A T E  B I L L  N o . _____ _________
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SENATE FINANCE COMMITTEE

4  f ^ / 2 0 0 2  COMMITTEE ACTION

Bill NumberI !4oAmendment 'Motion
Motign by r tA \ Wd/1

Objection by (hrtA/1RemovedSecond Objection byCommittee Member Y Ifofe NSenator HoffmanSenator LemanSenator OlsonSenator WardSenator WilkenSenator AustermanSenator GreenCo-Chair DonleyCo-Chair Kelly
TallyYeaNayAbsent
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S E N A T E  B I L L  N O . 140 

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T Y -S E C O N D  L E G IS L A T U R E  - F IR S T  S E S S IO N

BY SENATORS TORGERSON, Taylor, Austcrmnn, Cowdcry

Introduced: 3/13/0]
Referred: Resources, Finance

^  B I L L  

F O R  A N  A C T  E N T IT L E D  

" A n  A c t r e la t in g  to  r e g u la t io n  a n d  l ic e n s in g  o f  c e r ta in  w a te r - p o w e r  d e v e lo p m e n t 

p r o je c t s ."

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c tio n  1. A S  4 2 .4 5  is a m en d e d  by  a d d in g  a  n e w  se c tio n  to  read :

A r t ic le  6A . W a te r - P o w e r  D e v e lo p m e n t  P ro je c ts .

S ec . 4 2 .4 5 .3 5 0 . L ic e n s in g  o f  w a te r - p o w e r  d e v e lo p m e n t  p r o je c ts ,  (a ) T he 

c o m m iss io n  shall ado p t reg u la tio n s  to  e s ta b lish  a regu lato ry ' p ro g ra m  fo r .va te r-pow er 

d e v e lo p m e n t p ro je c ts  th a t q u a lify  u n d e r  th is  sec tio n .

(b ) T h e  re g u la to ry  p ro g ram  e s ta b lish e d  u n d e r th is  se c tio n  m u st

(1) p ro te c t the  p u b lic  in te re s t, th e  p u rp o se s  lis ted  in (2) o f  th is 

su b se c tio n , and  th e  e n v iro n m e n t to th e  sa m e  ex ten t p ro v id e d  b y  th e  re q u ire m e n ts  for 

l ic e n s in g  and  reg u la tio n  by th e  F e d e ra l E n e rg y  R eg u la to ry ’ C o m m iss io n  u n d e r 16 

U .S .C . 792  - 823c and o th e r a p p lic a b le  fed e ra l law s, in c lu d in g  16 U .S .C . 1531 et seq . 

(E n d a n c e re d  S p e c ie s  A c t)  and  16 U .S .C . 661 et seq . (F ish  and  W ild life  C o o rd in a tio n

S I 3 0 1 4 0 A -1-
' J r . c c r 2 m e d  [DELETED TEXT BFJiCKETED]

S B  1 4 0
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1 A c t);

(2 ) g iv e  equal c o n s id e ra tio n  to

3 . (A ) e n e rg y  c o n se rv a tio n ;

4 (B ) th e  p ro te c tio n  o f. m itig a tio n  o f  d a m a g e  to , and

5 e n h a n c e m e n t of. fish  and  w ild life , in c lu d in g  re la ted  sp a w n in g  g ro u n d s  and

6 h ab ita t:

7 (C ) the  p ro te c tio n  o f  re c re a tio n a l o p p o rtu n itie s ;

8 (D ) th e  p re se rv a tio n  o f  o th e r  a sp e c ts  o f  e n v iro n m e n ta l q u a lity ;

9 (H) th e  in te re s ts  o f  A la s k a  N a tiv e s ; and

10 (F ) o th e r  b e n e fic ia l p u b lic  u se s , in c lu d in g  irr ig a tio n , flood

11 c o n tro l, w a te r  su p p ly , n a v ig a tio n ; and

] 2 (? )  req u ire , as a c o n d itio n  o f  a  licen se  fo r an y  q u a lify in g  p ro je c t  w o rk ,

13 (A ) th e  c o n s tru c tio n , m a in te n a n c e , and  o p e ra tio n  b y  a  licen see

14 at th e  l ic e n se e 's  o w n  e x p e n se  o f  th e  l ig h ts  and  s ig n a ls  th a t m a y  b e  d ire c te d  by

If, th e  se c re ta ry  o f  th e  d e p a rtm e n t o f  th e  U n ite d  S ta tes g o v e rn m e n t in w h ic h  the

16 U n ite d  S ta te s  C o as t G u a rd  is  o p e ra tin g  and  the  f ish w a y s  th a t a re  p re s c r ib e d  by

17 th e  S e c re ta ry  o f  th e  In te r io r  o r the  S e c re ta ry  o f  C o m m erc e , a s  a p p ro p r ia te ;

15 (B ) the  o p e ra tio n  o f  an y  n a v ig a tio n  fa c ili tie s  th a t m ay  be

19 c o n s tru c te d  as p art o f  a n y  p ro je c t to  b e  c o n tro lle d  at all tim es  b y  th e  re a so n a b le

20  ru le s  and  re g u la tio n s  th a t are  a d o p ted  b y  the  S e cre ta ry  o f  the  .A rm y; a n d

21 (C ) c o n d itio n s  fo r the  p ro te c tio n  of, m itig a tio n  o f  d a m a g e  to ,

22  a n d  e n h a n c e m e n t o f  fish  and  w ild life  b ased  on  re c o m m e n d a tio n s  rece iv ed

23 u n d e r  16 U .S .C . 661 et seq . (F ish  a n d  W ild life  C o o rd in a tio n  A c t)  fro m  the

24 N a tio n a l  M arin e  F ish e rie s  S e n d e e , the  U n ite d  S ta tes  F ish  and  W ild life  S e n d e e ,

25  an d  th e  s ta te  D e p a rtm e n t o f  F ish  and  G am e .

26 (c ) F o r  p u rp o se s  o f  th is  se c tio n , th e  te rm  "q u a lify in g  p ro je c t w o rk "  m e an s  a

27  p ro je c t  w o rk

28 (1 ) tha t is n o t part o f  a p ro je c t lic en se d  u n d e r 16 U .S .C . 792  - 823c o r

29  e x e m p te d  fro m  lic e n s in g  u n d e r 16 U .S .C . 792  - 823 c  o r  u n d e r 16 U .S .C . 2 7 0 5  (sec tio n

30  4 0 5  o f  th e  P u b lic  U tility  R e g u la to ry  P o lic ie s  A c t o f  1978) b e fo re  N o v e m b e r  9 . 2000 ;

31 (2 ) fo r w h ich  a p re lim in a ry  p e rm it, a  lic en se  a p p lic a tio n , o r an

SB 140 -2- SB0140A
■Vew Tc-x: U n d e r  l i n e d  [ D E N T E D  TEXT S O C K E T E D ]
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C S  F O R  S E N A T E  B I L L  N O .  1 4 0 ( F I N )

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

II
T W E N T Y -S E C O N D  L E G IS L A T U R E  - S E C O N D  S E S S IO N

|!
BY THE SENATE FINANCE COM M ITTEE

i]
j: Offered:
!l Referred:
i’

Sponsor(s): SENATORS TORG ERSO N, Taylor, A ustcrm an, Cowdcry
!•I

A  B I L L
I
! F O R  A N  A C T  E N T I T L E D

i
" A n  A c t  r e la t in g  to  r e g u l a t io n  a n d  l i c e n s i n g  o f  c e r ta in  w a t e r - p o w e r  d e v e l o p m e n t

.!;
p r o je c t s ;  a n d  p r o v i d i n g  fo r  an  e f f e c t iv e  d a te ."

B E  IT  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

l|
j, * S e c t io n  1. A S  4 2 . 4 5  is a m e n d e d  by  a d d in g  a  n e w  se c tio n  to rea d :

A r t i c l e  6 A .  W a t e r - P o w e r  D e v e l o p m e n t  P r o j e c t s .

S e c .  4 2 .4 5 .3 5 0 . L i c e n s i n g  o f  w a t e r - p o w e r  d e v e l o p m e n t  p r o j e c t s ,  (a )  T h e  

c o m m iss io n  sh a ll  a d o p t re g u la tio n s  to  e s ta b lish  a  re g u la to ry  p ro g ra m  fo r w a te r-p o w e r  

d e v e lo p m e n t p ro je c ts  th a t  q u a lify  u n d e r  th is  sec tio n .|i
(b ) T h e  re g u la to ry  p ro g ra m  e s ta b lish e d  u n d e r  th is  s e c tio n  m u s t

!! (1 ) p ro te c t  th e  p u b lic  in te re s t, th e  p u rp o se s  lis ted  in (2 ) o f  th is
| i

s u b se c tio n , a n d  th e  e n v iro n m e n t to  the  sa m e  e x te n t p ro v id e d  by  th e  re q u ire m e n ts  fo r 

lic e n s in g  a n d  re g u la tio n  by  the  F e d e ra l E n e rg y  R e g u la to ry  C o m m is s io n  u n d e r  16 

U .S .C . 792  - 8 2 3 c  a n d  o th e r  a p p lic a b le  fed era l law s, in c lu d in g  16 U .S .C . 1531 e t seq . 

(E n d a n g e re d  S p e c ie s  A c t)  a n d  16 U .S .C . 661 e t seq . (F ish  and  W ild life  C o o rd in a tio n
•

1
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A ct);

(2) g iv e  e q u a l c o n s id e ra tio n  to

(A ) e n e rg y  c o n se rv a tio n ;

(B ) th^. p ro te c tio n  o f, m itig a tio n  o f  d a m a g e  to , and  

e n h a n c e m e n t of, fish  a n d  w ild life , in c lu d in g  re la te d  sp a w n in g  g ro u n d s  and  

h ab ita t;

(C ) the  p ro te c tio n  o f  re c re a tio n a l o p p o r tu n itie s ;

(D ) the  p re s e rv a tio n  o f  o th e r  a sp e c ts  o f  e n v iro n m e n ta l  q u a lity ;

(E ) the  in te re s ts  o f  r e s id e n t A la s k a  N a tiv e s ;

(F ) o th e r  b e n e fic ia l p u b lic  u ses, in c lu d in g  irr ig a tio n . H ood 

c o n tro l, w a te r  su p p ly , n a v ig a tio n ; a n d

(G ) the  in te re s t o f  A la s k a  re s id e n ts  a n d  la n d o w n e rs ;  and

(3) re q u ire , as a  c o n d itio n  o f  a  l ic en se  fo r a n y  q u a l ify in g  p ro je c t w o rk ,

(A ) th e  c o n s tru c tio n , m a in te n a n c e , a n d  o p e ra tio n  b y  a  lic e n se e  

a t the  l ic en se e 's  o w n  e x p e n se  o f  the  lig h ts  an d  s ig n a ls  th a t  m a y  b e  d ire c te d  by 

th e  se c re ta ry  o f  th e  d e p a r tm e n t o f  th e  U n ite d  S ta te s  g o v e rn m e n t in  w h ic h  the  

U n ite d  S ta tes  C o a s t G u a rd  is o p e ra tin g  an d  th e  f is h w a y s  th a t  a re  p re s c r ib e d  by  

th e  S e c re ta ry  o f  the  In te r io r  o r  the  S e c re ta ry  o f  C o m m e rc e , a s  a p p ro p r ia te ;

(B ) th e  o p e ra tio n  o f  a n y  n a v ig a tio n  fa c il i tie s  th a t m a y  be  

c o n s tru c te d  as p a rt o f  a n y  p ro je c t to  b e  c o n tro lle d  a t a ll t im e s  b y  th e  re a so n a b le  

ru le s  and  re g u la tio n s  th a t are  a d o p te d  b y  the  S e c re ta ry  o f  th e  .A rm y; a n d

(C ) c o n d itio n s  fo r th e  p ro te c tio n  o f, m it ig a tio n  o f  d a m a g e  to, 

a n d  e n h a n c e m e n t o f  f ish  an d  w ild l ife  b a se d  o n  re c o m m e n d a tio n s  rec e iv ed  

u n d e r  16 U .S .C . 661 e t seq . (F ish  a n d  W ild life  C o o rd in a tio n  A c t)  fro m  the  

N a tio n a l M arin e  F ish e r ie s  S e rv ic e , th e  U n ite d  S ta te s  F ish  a n d  W ild life  S e rv ic e , 

a n d  the  s ta te  D e p a r tm e n t o f  F ish  an d  G a m e .

(c) F o r p u rp o se s  o f  th is  se c tio n , th e  te rm  " q u a lify in g  p ro je c t  w o rk "  m e a n s  a  

p ro je c t w o rk

(1 ) tha t is n o t p a rt o f  a  p ro je c t l ic e n se d  u n d e r  16 U .S .C . 79 2  - 82 3c  o r 

e x e m p te d  from  lic e n s in g  u n d e r  16 U .S .C . 7 9 2  - 8 2 3 c  o r  u n d e r  16 U .S .C . 2 7 0 5  (se c tio n  

405  o f  th e  Pufc'ic U tility  R e g u la to ry  P o lic ie s  A c t o f  1978) b e fo re  N o v e m b e r  9, 2 0 0 0 ;

CSSB 140(FLN) -2-
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(2 ) fo r w h ich  a  p re lim in a ry  p e rm it, a  l ic e n se  a p p lic a tio n , o r an  

a p p lic a t io n  fo r  an  e x e m p tio n  fro m  lic e n s in g  h as  n o t b e e n  a c c e p te d  fo r f ilin g  b y  the  

F e d e ra l E n e rg y  R eg u la to r} ' C o m m is s io n  b efo re  N o v e m b e r  9 , 2 0 0 0 , u n le ss  the 

a p p lic a tio n  is w ith d ra w n  a t the  e le c tio n  o f  the  a p p lic an t;

(3 ) th a t is  p a rt o f  a  p ro je c t th a t h a s  a  p o w e r  p ro d u c tio n  c a p a c ity  o f

5 ,0 0 0  k ilo w a tts  o r  ie ss ;

(4 ) th a t  is lo ca ted  e n tire ly  w ith in  the  b o u n d a r ie s  o f  th e  s ta te ; and

(5 ) th a t is n o t lo c a te d  in  w h o le  o r  in  p a r t  o n  an  In d ia n  re se rv a tio n , a 

c o n s e rv a tio n  sy s te m  u n it as d e f in e d  in  16 U .S .C . 3 1 0 2  (sec . 102, A la s k a  N a tio n a l 

In te re s t  L a n d s  C o n se rv a tio n  A c t) , o r  o n  a  se g m e n t o f  a  r iv e r  d e s ig n a te d  fo r  s tu d y  for 

a d d itio n  to  th e  N a tio n a l  W ild  a n d  S c e n ic  R iv e rs  S y stem .

(d ) In  th e  c a se  o f  n o n q u a lify in g  p ro je c t w o rk  th a t w o u ld  be  q u a lify in g  p ro je c t 

w o rk  b u t  lo r  th e  fa c t tha t the  p ro je c t  h a s  b een  lic e n se d  o r  e x e m p te d  fro m  lic e n s in g  b y  , 

th e  F e d e ra l E n e rg y  R e g u la to ry  C o m m is s io n  b e fo re  N o v e m b e r  9 , 2 0 0 0 , th e  lic e n se e  o f  

th e  p ro je c t  m a y  e le c t to  m ak e  th e  p ro je c t su b je c t to  lic en s in g  a n d  re g u la tio n  b y  the
i

s ta te  u n d e r  th is  se c tio n .

(e ) W ith  re sp e c t to  p ro je c ts  lo c a te d  in  w h o le  o r  in  p a r t  o n  a  re se rv a tio n , a  j 

c o n s e rv a tio n  s y s te m  u n it, o r  fed e ra l p u b lic  lan d , a  s ta te  l ic e n se  o r  e x e m p tio n  from  

lic e n s in g  is  s u b je c t  to

(1 ) th e  a p p ro v a l o f  th e  se c re ta ry  o f  the  fe d e ra l d e p a r tm e n t h a v in g
I

ju r is d ic t io n  o v e r  th o se  lan d s; and

(2 ) th e  c o n d itio n s  th a t  the  se c re ta ry  m a y  p re sc rib e .

(f) T h e  R eg u la to r} ' C o m m is s io n  o f  A la sk a  sh a ll n o tify  the  F e d e ra l E n e rg y  

R e g u la to ry  C o m m is s io n  not la te r  than  3 0  d ay s  a f te r  m a k in g  a n y  s ig n if ica n t 

m o d if ic a t io n  to  its  reg u la to r} ' p ro g ra m  u n d e r  th is  se c tio n .

(g ) In  th is  se c tio n ,

(1 )  " fed e ra l p u b lic  lan d "  m e an s  the  lan d  a n d  in te re s t in  lan d  o w n ed  by 

the  U n ite d  S ta te s  th a t  is su b je c t to  p r iv a te  a p p ro p ria tio n  a n d  d isp o sa l u n d e r  p u b lic  land  

la w s , b u t d o e s  n o t in c lu d e  a  re se rv a tio n ;

(2 ) " lice n se e"  m e a n s  a n y  p e rso n , s ta te , o r  m u n ic ip a lity  lic en se d  u n d e r  

d ie  p ro v is io n s  o f  16 U .S .C . 7 9 7  a n d  any  a ss ig n e e  o r  su c c e sso r  in  in te re i o f  the

-3- CSSB 140(F1N)
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l ic en se e  th e reo f;

(3 ) "p ro jec t"  m e a n s , n o tw ith s ta n d in g  th e  d e f in it io n  in  A S  4 2 .4 5 .9 9 0 , a  

c o m p le te  u n it o f  im p ro v e m e n t o r d e v e lo p m e n t, c o n s is tin g  o f  a  p o w e r  h o u se , all w a te r  

c o n d u its , a il d am s a n d  a p p u rte n a n t w o rk s  a n d  s tru c tu re s , in c lu d in g  n a v ig a tio n  

s tru c tu re s , th a t a re  a p a r t  o f  the  u n it, a n d  all s to ra g e , d iv e r tin g , o r fo re b a v  re s e rv o irs  

d ire c tly  c o n n e c te d  w ith  th e  u n it, th e  p r im a ry  lin e  o r  lin e s  tra n s m ittin g  p o w e r  fro m  th e  , 

u n it to  the  p o in t o f  ju n c tio n  w ith  th e  d is tr ib u tio n  sy s te m  o r  w ith  th e  in te rc o n n e c te d  

p rim a ry  tra n sm is s io n  sy s te m , a ll m isc e lla n e o u s  s tru c tu re s  u se d  an d  u se fu l in  

c o n n e c tio n  w ith  the  u n it  o r  a n y  p a r t  o f  the  u n it , a n d  a ll w a te r  r ig h ts , r ig h ts -o f -w a y , ; 

d itc h e s , d a m s , re se rv o irs , lan d , o r  in te re s ts  in  la n d  th e  u se  a n d  o c c u p a n c y  o f  w h ic h  a re  

n e c e s sa ry  o r  a p p ro p ria te  in  th e  m a in te n a n c e  a n d  o p e ra tio n  o f  th e  u n it;

(4 ) "p ro je c t w o rk "  m e a n s  th e  p h y s ic a l  s tru c tu re  o f  a  p ro je c t;

(5 ) " re se rv a tio n "

(A ) m e a n s  a  n a tio n a l fo re s t; trib a l la n d  e m b ra c e d  w ith in  an  

In d ia n  re s e rv a tio n ; a  m ilita ry  re s e rv a tio n ; o th e r  lan d  a n d  an  in te re s t in  land  

o w n e d  b y  the U n ite d  S ta te s  and  w ith d ra w n , re se rv e d , o r  w ith h e ld  fro m  p r iv a te  

a p p ro p r ia tio n  a n d  d isp o sa l u n d e r  th e  p u b lic  lan d  law s ; a n d  la n d  a n d  an  in te re s t  

in  lan d  a c q u ire d  and  h e ld  fo r a n y  p u b lic  p u rp o se s ;

(B ) d o e s  n o t in c lu d e  a  n a tio n a l m o n u m e n t o r  n a tio n a l p a rk .

* S ec . 2 . T h is  A c t ta k e s  e ffe c t Ja n u a ry  1, 2 0 0 3 .
C £jv)C4̂rf“c-(7 
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Se n a t o r  J o h n  T o r g e r s o n
C iia ir , S enate Resources Com m ittee
C h a ir , S enate Community and Regional  Afevirs Com m ittee
Ch a ir , J oin t  Co m m ittee  on Natural Gas P ipelines

A l a s k a  S t a t e  L e g i s l a t u r e

Session-
State Capitol, Room  427 , Juneau, A K  99801 
Telephone 907/465-2828 Fax 907/465-4779

District:
45457 Kenai Spur Hwy.; Suite 101B, Soldotna, AK 99669 

Telephone 907/260-3042 Fax 907/260-3044

MEMORANDUM

T o: S e n a to r  P e te  K e lly , C o -C h a ir
S e n a te  F in a n c e  C o m m itte e

F ro m : S e n a to r  Jo h n

D ate : F e b ru a ry  11, 2 0 0 2

R e: H e a r in g  re q u e s t fo r S B  140
“ S m a ll  W a te r  P o w e r D e v e lo p m e n t P ro jec ts "

P lea se  a c c e p t th is  m e m o ra n d u m  as a  re q u e s t to  sc h e d u le  SB  140 for a h e a r in g  in the  S en a te  F in a n c e  C o m m itte e  
at y o u r  e a r lie s t  c o n v e n ie n c e . T h is  b ill w ill tra n s fe r  reg u la to ry  p o w ers o v e r  sm all h y d ro e le c tr ic  p ro je c ts  in 
A la sk a  fro m  th e  F e d e ra l E n e rg y  R e g u la to ry  C o m m iss io n  to the R eg u la to ry  C o m m iss io n  o f  A lask a . S ta te  
re g u la to ry  a u th o r ity  w ill re su lt  in less m o n ey  a n d  tim e  sp e n t on lic en s in g  sm a ll h y d ro  p ro je c ts  fo r  u ti l it ie s  and  
p e rso n a l u se .

I h av e  e n c lo s e d  th e  fo llo w in g  b a c k -u p  in fo rm a tio n  fo r y o u r  rev iew  and in c lu s io n  in the  b ill p ack e ts :
•  S B  140
•  R C A  fisca l n o te
•  S p o n s o r  S ta te m e n t
•  S e n a to r  M u rk o w s k i’s e n a b lin g  le g is la tio n  fro m  the  106lh C o n g ress
•  1 0 /2 6 /0 0  P e te rsb u rg  P ilo t a rtic le
• L e tte r  fro m  R o b e r t  S . G rim m , P re s id e n t o f  A la sk a  P o w e r &  T e le p h o n e  C o m p a n y  

T h a n k  y o u  fo r y o u r  c o n s id e ra tio n  o f  th is  req u e s t.

REPRESENTING T lIE  KENAI PENINSULA

A n c h o r  P o in t B e a r C reek C lam  G u lc h  C ooper L a n d in g  C row n P o in t F r itz  C reek H a pp y  V a lley  H a lib u t  Cove
H o m e r H o p e  K ach em a k  C ity  K ach em a k  Selo K a s i lo f  L o w e ll P o in t M oose  Pass N a n w u le k  N iko la e vsk

N in i lc h ik  P o rt G raha m  R a zdo lna  S ew ard  S eldovia S o ldo tna  S ta r is k i S te r lin g  Voznesenka



ALASKA STATE LEGISLATURE
Chairm an: Senator John T o r g e r s o n S t a t e  Cap ito l, Room  427
V ice  Cha ir: Senator Gary W i l k e n J u n e a u ,  A K  99801
Senator R ick  H a l f o r d P h e n e :  (907) 465-4907
Senator Ben S t e v e n s F a x :  (907) 465-4779
Senator R ob in  Taylor 
Senator K im  Elton
Senator G e o rg ia n s  L in co ln  o ffid a l 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 em b er 9, 2000, C ongress ap p ro v e d  leg isla tion  ex tend ing  p ro g ra m s  u n d e r  
the fed era l E .^ergy Policy a n d  C onserv a tio n  Act. T itle V of this Act, p laced  in  
federa l s ta tu te  as Public L aw  106-469, w as p ro p o sed  b y  S enator M u rk o w sk i w ho 
is chair o f the Senate E n ergy  a n d  N a tu ra l R esources C om m ittee.

S enator M u rk o w sk i's  langu age  am en d s the F ederal P o w er A ct to a llow  licensing  
an d  reg u la to ry  au th o rity  o v er sm all hydro electric  projects in  A laska to tran sfe r 
from  the fed era l go v ern m en t to the State of A laska. Sm all hydro elec tric  p ro jects 
are  de fined  as those of 5,000 k ilow atts  (5 m egaw atts) o r less. The federa l 
en ab ling  leg isla tion  app lies to n e w  projects a n d  to ex isting  projects if th e  o w n e r 
so elects. A  nu m b er of o u r sm all u tilities as w ell as the S tate su p p o rte d  th is 
legislation .

Before A laska can acquire ju risd ic tio n  from  the F ederal E nergy 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  a n d  the G o v ern o r m u st su b m it a p ro g ra m  to 
FERC l sa tisfy  the req u irem en ts in  Title V of PL 106-469. A ll cu rren t 
en v iro n m en ta l and  o ther p ro tec tion s req u ired  u n d e r federal law  m u st be 
co n ta ined  in  the State p rog ram . Sm all hyd ro e lec tric  projects located o n  In d ian  
reserv a tio ns, conserva tion  un its  of A N ILC A , o r rivers d esig na ted  for th e  W ild 
an d  Scenic P ivcrs System  w o u ld  n o t be elig ib le for S tate ju risd iction .

SB 140 w ill begin  im plem en ta tion  of Title V of PL 106-469 in  an  effort to  b rin g  
reg u la tio n s closer to ho m e an d  to red uce  the g rea t tim e an d  expense cu rren tly  
assoc ia ted  w ith  federal licensing a n d  reg u la tio n  of sm all h y d ro  projects in  
A laska. T he tim e an d  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 ove this h indrance an d  encourage d ev e lo p m en t o f renew able  electric 
in frastruc tu re .

O fficia l Business
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Resources of th e  S enate  n o t la te r  than  180 days after th e  enactm ent
of th is  section. The rep o rt shall contain a  review of p rio r stud ies D«*ailne.
conducted on th e  subjects described in  subsection (a).

TITLE in—MARGINAL WELL 
PURCHASES

SE C . 301. P U R C H A S E  O F  O IL  F R O M  M A RG IN A L W ELLS.
(a) P urchase  o f  Oil  F rom  Marginal Wells.—P a r t  B of title  

I of the  E nergy Policy and  Conservation Act (42 U.S.C. 6232 e t 
aeq.) is  am ended by add ing  the  following new section a fte r  section 
168:

“PURCHASE o f  o il  FROM m a r g in a l  w e l l s

“Se c . 169. (a) In  General .—F rom am ounts authorized  under 42 U3C 6247b. 
section 166, in any  case in  which the  price of oil decreases to 
an am o u n t less th a n  $15.00 per barre l (an am ount equal to th e  
an n u a l average well h ead  price per barre l for all dom estic crude 
oil), ad justed  for inflation, the  Secretary m ay purchase  oil from 
a m arg ina l well a t  $15.00 p er barrel, adjusted for inflation.

To) D efin itio n  o f  Marginal Well .—The term  ‘m arg inal well’ 
has she sam e m eaning  as th e  definition of ‘stripper well p roperty ’ 
in  section 613A(cX6)(E) of th e  In te rn a l Revenue Code (26 U.S.C.
613A(c)(6XE)).".

(b) Con fo rm in g  Am end m en t .—The table of contents for the  
E nergy  Policy a n d  C onservation Act is am ended by in se rtin g  after 
th e  item  re la tin g  to section 168 the following:

"Sec. 169. Purchwe of oil Crum marginal

TITLE IV— FEDERAL ENERGY 
MANAGEMENT

S E C .- t0 1 .F E M P .
Section 801 of th e  N ational Energy Com orvation Policy Act 

(42 U.B.C. 8287(aX2)(DXih), is am en d ed b y  strik ing  “$750,000” and
i n s e r t i n g  “ $ 1 0 ,0 0 0 ,0 0 0 ” .

TITLE V—ALASKA STATE JURISDICTION 
OVER SMALL HYDROELECTRIC 
PROJECTS

S E C . 501 . ALA SK A  S T A T E  JU R IS D IC T IO N  O V ER  SM ALL H Y D R O E L E C T R IC  
P R O J E C T 0 .

P a r t  I  of the  F ederal Power Act (16 U.S.C. 792 e t  seq.) is  
am ended by adding  a t  th e  end  the  following:
"S E C . 32. .ALASKA S T A T E  JU R IS D IC T IO N  O V ER  SM ALL H Y D R O E L E C T R IC  16 USC 823c. 

P R O JE C T S .
“(a) D isco ntin uan ce  o f  Regulation by the  Co m m issio n — 

N otw ith stand in g  sections 4(c) and  23(b), the  Commission sh a ll d is­
continue exercising licensing  and regulatory  authority  u n d er th is
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p a r t  over qualifying project works in th e  S tate  of A laska, ffective 
on th e  date on which th e  Commission certifies th a t  th e  S ta te  
of A laska has in  place a  regulatory  program  for w ater-pow er 
developm ent th a t—

“(1) p ro tects the public in terest, the  purposes listed  in 
parag rap h  (2), and th e  environm ent to the  sam e ex ten t provided 
by licensing and  regulation  by the  Commission u n d er th is  p a r t  
and  other applicable F edera l laws, including th e  E ndangered  
S pedes Act (16 U.S.C. 1531 e t seq.) and  the  F ish  a n d  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 an d  habitat);

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

quality;
“(E) th e  in te re sts  of A laska N atives; and 
"(F) o ther benefida l public uses, including irrigation , 

flood control, w ater supply, and  navigation; and  
“(3) requ ires, as a  condition of a license for any  project 

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

a  licensee a t  its  ow n expense of such lights and  signals 
as m ay be directed by the  Secretary of th e  D epartm ent 
in  w hich the  Coast G uard  is operating, and such  fishw ays 
as m ay be prescribed by the  Secretary  of th e  In te rio r or 
th e  Secretary  of Commerce, as appropriate;

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

"(C) conditions for the  protection, m ^ation, and  
enhancem ent of fish  and  wildlife based on recom m enda­
tions received p u rsu a n t to th e  F ish  and W ildlife C oordina­
tion  Act (16 U.S.C. 661 e t seq.) from the  N atio nal M arine 
F isheries Service, the  U nited  S tates Fish and  W ildlife 
Service, and  S tate  fish and wildlife agencies.

“(b) D efin itio n  o f  ‘Qu a u fy in c  Pr o ject  Works’.—F or p u r­
poses of th is  section, th e  term  ‘qualifying project w orks’ m eans 
project w orks—

“(1) th a t  are  not p a r t  of a project licensed u n d er th is  
p a r t  or exem pted from licensing u n d er th is  p a r t  o r section 
405 of th e  Public U tility  R egulatory Policies Act o f 1978 prio r 
to th e  date o f th e  enactm en t of th is section;

for which a p rel m in a iy  perm it, a license^ application, 
or an application for an exem ption from licensing h as  not 
been accepted for filing by th e  Commission prio r to  the  date 
of th e  enactm en t of suDsection (c) (unless such application 
is  w ithd raw n  a t the  election of th e  applicant);

“(3) th a t  a rc  p a r t  of a  project th a t  has a  p">wer production 
capacity  of 5,000 k ilow atts or less;

“(4) th a t  a rc  b o a ted  entirely  w ith in  the  buundLarie* of the 
S ta te  of A laska; and

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

114 STAT. 2038 PUBL IC LAW 106-469— NOV. 9, 2000
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102(4) of th e  A laska N ational In te res t Lands Conservation 
Act (16 U.S.C. 3102(4))), or segm ent of a  river designated 
for s tudy  for addition to the  Wild and Scenic Rivers System.
“(c) E le c t io n  o f  S t a t e  L icensing .—In  the  case of nonquali­

fying project works th a t  would be a qualifying project w orks bu t 
for th e  fact th a t  the  project h as  been licensed (or exem pted from 
licensing) by th e  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 th e  S ta te  of 
A laska u n d e r th is  section.

“(d) P r o jec t  W orks on Federal L ands.—With  • respect to 
projects located in whole or in  p art on a reservation, a conservation 
sy stem  un it, o r th e  public lands, a  S ta te  license o r exemption 
from  licensing  shall be subject to—

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

“(2) such conditions as the Secretary m ay prescribe.
“(e) Consultation  With  Affected  Agencies .—The Commis­

sion sha ll consult w ith  th e  Secretary of th e  Interior, th e  Secretary 
of A gricu ltu re , and  th e  Secretary of Commerce before certifying 
th e  S ta te  o f A laska's regulatory program.

“(f) A pplication  of Federal 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 cu ltura l resources protection laws according to th e ir  
te rm s.

“(g) Oversight  by  th e  Commission.—The S tate  of A laska shall Notification, 
no tify  th e  Commission not la te r  than  30 days a fter m aking  any deadline, 
sign ifican t m odification to its  regulatory program . The Commission 
sh a ll periodically review the S ta te ’s program  to ensure compliance 
w ith  th e  provisions of th is section.

“(h) R esum ption  of  Commission authority .—Notw ith­
s tan d in g  subsection (a), the Commission shall reassert its  licensing 
and  reg u la to ry  authority  u nd er th is  p a r t  i f  th e  Commission finds 
th a t  th e  S ta te  of A laska hex not complied w ith one or more of 
th e  req u irem en ts  of th is  section.

“(i) D eterm ination  by th e  Commission.—(1) Upon application D«»diine. 
by th e  Governor of th e  S ta te  of A laska, the  Commission 6hall 
w ith in  30 days commence a  review of th e  S ta te  of A laska’s regu­
la to ry  p rogram  for w ater-pow er development to determ ine w hether 
i t  com plies w ith  th e  requirem ents of subsection (a).

“(2) The Commission’s review required by p arag raph  (1) shall D#*diine. 
be com pleted w ith in  1 year of initiation, and  the  Commission shall 
w ith in  30 days the rea fte r issue a  final order determ in ing  w hether 
or n o t th e  S ta te  of A laska's regulatory program  for w ater-pow er 
developm ent complies w ith the  requirem ents of subsection (a).

. “(3) I f  the  Commission fails to  issue a  final order in  accordance 
w ith  p a ra g rap h  (2) th e  S tate  of A laska’s regulatory program  for 
w ater-pow er developm ent shall be deemed to be in  compliance 
w ith  subsection (a).".
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'Petersburg has been working .pletc and cost upwards o f 51 

fo r nearly five years and spent ‘ m illion when nil is said and 
almost SSOO.OC'O to have the done.
B lind Slough Hydroelectric 
Facility re-licensed by the 
Federal Energy Rcgulntory 
Commission. It is expected to 
take several more ycajs lo  com-

But, legislation passed this 
week might be able to offset the 
need to Imvc the 2.5 megawatt 
project controlled by the federal 
government and pul the control

o f similarly sized projects in the 
hands u f the slate.

The House o f Rcprescnialivcs 
on Tuesday, approved a b ill, 
which previously had passed the 
Senate, allowing the Slate o f 
Alaska to regulate small scale 
hydroelectric projects in Alaska, 
rather I1 an having them regulat­
ed bv he Federal Energy
.icgulatoi j Commission.

The bills now head lo the 
President fo r his signature.

This summer Petersburg
Power and Light Superintendent 
Dennis Lewis testified before 
Congress on the current re- 
licensing process saying "the 
current federal hydropower
licensing process T small rural
facilities is dysfunctional."

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

‘ ‘Alaska has great potential 
fo r 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 bow 
small or remote, must obtain a 
federal license and the licensing 
process itself is a major impedi­
ment and cost fo r these small 
projects." said Murkowski.

While saying (lie live- to 10-

year FERC licensing process 
may not defeat a giant project, it 
represents a significant cost 
increase for smaller projects.

Murkowski said the Black 
Bear Lake project on Prince o f 
Wales Island, a proposed 4.5- 
mcgawall generator, took seven 
years and 51 .2 m illion to com­
plete the licensing process —  
adding significantly to the 510 
million cost o f (lie project. The 
nearby Goa l Lake project 
required five yenrs and SI m il­
lion in spending to win FERC 
approval, adding lo its 510 mil­
lion construction cost.

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

Continued on page 5

FERC ' 3-tC W s }  I.'C  j j ’.r
Continued fiom  page 3
FERC ’s licensing process is a 
major expense. And fo r loo  
tnnny small piojccts, this alone 
dooms an otherwise economi­
cally viable mid environmentally 
beneficial pro ject," said 
Murkowski.

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

"Sm a ll hydro projects in 
A laska nrc environmentally 
sound, rcnewnblc power sources 
since they replace fossil-fue l 
burning diesel generators as 
power sources. It is important to
MMi, .  •». . i  i . . t . .  •

Instead, it allows the state to reg­
ulate (them) in lieu o f FERC. 1 
ask. who is more interested in 
the environment o f Alaska —  
Alaskans o r disti.nl FERC regu­
lators?" asked Murkowski.

Murkowski noted that 
Alaskans on average pay 36 per­
cent more for electricity and that 
some in rural Alaska pay up to 
43 cents per kilowatt hour —  
five limes the national average. 
These high costs result from the 
fact that power is generated 
from diesel generators whose 
fuel must be shipped to remote 
areas at great cost.

The FERC exemption will 
only be triggered if Alaska's 
Governor notifies the Secretary 
o f Energy that the State has in 
place a comprehensive process

resources, or cultural resource 
protection laws.

The b ill has been endorsed by 
Alaska Legislature’ s Utilities 
Restnicturing Committee, by the 
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 ug.-.in last week when 
it was added lo the re-autlioriza- 
tion o f the Energy Policy and 
Conservation Act (EPCA ) (H .R . 
2884). EPCA also authorizes the 
nation's Strategic Petroleum 
Reserve and (lie 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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S ta tem en t o f  R o b ert S . G rim m , P residen t A a  P *  ' /
« r  A la sk a  P o w e r  &  T e lep h o n e  C om pany , ^  ‘
D a te d  3-15-2001 

1 w o u ld  lik e  to  yo ioc  m y  s tro n g  support o r  Senate B ill N o . 140,

A lask a  P o w e r  &  T e le p h o n e  C om pany  is  an em ployee-ow ned  corporation that has been 
p ro v id in g  p u b lic  u tility  se rv ice  to A laska  since 1957, W e curren tly  provide serv ice to  the  
re s id e n ts  o f  25 d iffe ren t ru ra l com m unities from  above  the A rctic  C ircle  to the very 
so u th ern  p o rtio n s  o f  A la s k a  O ur experience  in dev elo p ing  sm all hydropow er p ro jects is 
ex ten s iv e  a n d  cu rren t.

I h a v e  a tta c h e d  a c o p y  o f  m y testim ony  on this issue  w hen  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 on  C om m erce, and Subcom m ittee  on 
lin e rg y  and  P o w e r on  M arch  3 0 ,2 0 0 0 . These com m ents rem ain  relevant to S enate  Bill 
N o . 140.

S eco n d ly , 1 h av e  a tta c h e d  a paper titled  “  A laska Sm all H ydroelectric  and the Q uestion  o f  
S u s ta in a b le  D e v e lo p m e n t” dated  M arch  1999.

B o th  o f  th e se  d o cu m en ts  p o in t o u t the  d ifficu lty  and  h ig h  cost associated  w ith the 
d ev e lo p m en t o f  sm all h y d ro e lec tric  p ro jects. I am  testify ing  in the hope that this 
leg is la tio n  w ill re su lt in  cos t and  tim e savings w hen p erm itting  sm all hydroelectric 
p ro jec ts .

f in a l ly , T w o u ld  lik e  to  m a k e  a  few  o th e r  points:

1. In  S o u th ea s t A la sk a  the  n u m b er o f  sm all h yd ro p o w er p ro jects (500 to 5000 kw ) is 
fin ite . I h av e  p re p a re d  a list o f  th e  hydropow er p ro jects tha t m ay likely developed  in 
th e  n e x t ten  y ea rs . W h ile  1 am su re  there arc o thers , I though t it w ould be useful to 
p o in t o u t that th e  n u m b e rs  o f  p ro jec ts  are lim ited  and  thus the  w ork load and 
asso c ia te d  cos ts  o f  th e  agency  g iven  resp onsib ility  should  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  Skagw ay 
T h a y e r  Lake in A ngoon
R ey n o ld s  C reek  in l ly d ab u rg  
S o u th  f o rk  on  P rince  o f  W ales Island
W o lf  L ake  n ea r llo llis  
Clartinu C rock  in  H oonah
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G u n n u k  C reek  in K ake 
S u n rise  L ake n ea r W rangell

A  few  reliccnse  e ffo rts  arc  under w ay  o r  w ill occur sonn at:

C ry sta l L ake in P e tersburg  
D ew ey  L akes in  S kagw ay

2. W ith  th e  n ew  leg is la tio n , A laska  w ould  be unique. F o r p ro jec ts  u n d er ITiR C, th e re  is 
no  m in im u m  siv.c. F o r exam ple , i f  an A laskan  res iden t had  a  site  that could genera te  
2 K W  fo r th e ir  personal u se , it could be  jurisd ic tiona l by F liR C , requiring  a license  
that co u ld  m a k e  the  p ro je c t uneconom ic because o f  th e  licensing  p rocess. I f  the  sta le  
d ev e lo p s  a  w ell th o u g h t ou t and cost effective  p rogram , it w ill m ake  m icro-hydro  
(u n d er 5 0 0 K W ) v e ry  a ttrac tiv e . A no ther p lu s  o f  the  leg isla tion  is  th a t it w ould likely  
rem o v e  any  tem p ta tio n  b y  m icro-hydro  developers to  m erely  bu ild  th e ir  p ro jects 
w ith o u t lic en s in g  b ecau se  o f  the costs and tim e  asso c ia ted  w ith  the curren t federal 
p ro cess.

3. C u rren tly  th e  S ta te  p erm its  sm all dom estic  w a te r sy stem s /\  villages and  low ns. T 
believe  sm all h y d ro p o w er pro jects arc very sim ilar. I do n o t think w e need to or intend 
to c rea te  a  S ta te  F llR C  w ith  its h igh c o s t and  un tim ely  d ec is ions . W e need to  deve lop  
a p ro c e ss  th a t  is  A laskan  in scope, w ell though t out and cost e ffec tive  w hile  m eeting  
the  req u ire m e n ts  o f  th e  th is  leg isla tion . W e need  som e agency  to  take  the lead. T h is  
agency  m u s t ba lance  any  o f  adverse im pacts w ith  the benefic ia l im pacts o f  any  
p ro p o sed  h yd 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  are  appropria te  and  have sta tu to ry  resp o nsib ility  to b alance  
im pacts (ad v e rse  and  b en efic ia l) so lhut hydro developm ent occurs in a cost e ffec tive  
and  tim e ly  m a n n e r c o n s is te n t w ith  the public  interest. 1 h av e  attached a  paper w ritten  
in  1999. It is c ritica l o f  reso u rce  agencies th a t take the  n a rro w  Yiew o f  their 
re sp o n s ib ilitie s . T h is  p ro b lem  needs Lo be corrected  w he th er o r n o t the stale  w ish es  to 
assu m e th e  re sp o n s ib ility  o f  perm itting  sm all hyd ropow er p ro jects .

In  th is reg a rd , th e  A lask a  R u ra l L lcctric  C ooperative A ssocia tion  (A R liC A ) m em bersh ip  
passed  a  R eso lu tio n  01 -9 , supp o rtin g  the recognition  o f  hy d roe lec tric  p o w er as a 
ren ew ab le  e n e rg y  reso u rc e , a n d  requ iring  federal und sta te  agencies Lo lake a  ba lan ced  
up p rouched  to  e x is tin g  a n d  n ew  h ydroelec tric  p ro jects. I h av e  a ttach ed  a full copy  o f  this 
re so lu tio n  fo r  y o u r considera tion .



A R e s o lu t io n  S u p p o r t in g  t h e  R e c o g n i t io n  
o f  H y d r o e l e c t r i c  P o w e r  a s  a  R e n e w a b le  

E n e rg y  R e s o u r c e ,  a n d  R e q u i r in g  t h e  
F e d e r a l  a n d  S t a t e  G o v e r n m e n t s  t o  T a k e  

a  B a la n c e d  A p p r o a c h  t o  E x is t in g  a n d  
N e w  H y d r o e le c t r i c  P r o j e c t s

Hydroelectric power Is a clean, economical and re­
newable energy alternative to power plants using ios- 
sll fuels, which are dependent on price variations and 
encounter transportation, storage and air emission 
problems. In Alaska, most small hydro projects use 
natural water features that do not require the dam­
ming of free-flowing rivers. Some interest groups and 
some In the federal government have come to con­
sider hydroelectric power as a non-renewable energy 
resource. ARECA encourages the Alaska Congressional 
delegadon to seek legislation recognizing hydropower 
as a renewable energy resource.

ARECA supports the efforts of Its members to de­
velop and redevelop hydroelectric projects. Further­
more, ARECA supports state-level policy that would 
require state resource agencies to balance the Impacts 
of habitat changes associated with hydro projects with 
the benefits of such projects relative to Fossil fuel 
alternatives.

Adopted: December 14, 2000
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T O M  B L IL E Y , V ir g in ia , C h a irm a n

W J . T u L L T  T A U Z IN , L o u lr ik n a  

M IC H A E L  0 .  O X L E Y , O h io  

M IC H A E L  B IL m A K B , F lo r id a  

J O E  B A R T O N , T a xa a  

F R E D  U P T O N , M ic h ig a n  
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* 9 u g h o u t  A laska,

j^BjrricAn R ivers and  o u r  p a r tn e r  organizations in  M ichigan a l «  opnosa H R  1 2 6 ^  
w hierSgpuld axaxnpt hydropow er, facilities on the  P e n tw a te r R iver a n d  ow ned o y jm f  
C ity of W art, M ichigan from  regu lation  u n d e r th e  F edera l Pow er A c t  The- P a ^ r o t e r  
R iver is  a \ r ib u t* r y  to L ake  M ichigan and a sm all bu t Im portan t s tw h e M ^ a n e r y  
th a t  c u r r e n tV s u iie r s  from  inadequate  flows from th e  H a r t  ProiaA . IH w e  flows, 
which drop do w ^^o  a lm ost zero  a t  n igh t, cause wild fluctuations ^ n ^ n a r m  m igrat­
ing  fish a n d  c su f ^ ign iflcan t problem s w ith w a te r t e r o p e r a t i i r a ^ l l  for a  sm all 
am oun t of pow er. TTm» is n o  reason th a t  th is  project should b e ^ e m p te d  from the  
sam e env iro nm en ta l stsfcdarde th a t  o thers m ust m e e t

As a  g en e ra l m a tte r , Aflherican R ivers and  th e  m e m b f f i^ f  the  H ydropow er He- 
form C oalition oppose C onrrakaional extensions for com aw ncem ent to  con stru c t new  
hydropow er p ro jects. T h e  F e d e ra lJ o w e r  Act currenU^providLea for a  tw o-year period 
in which to com m ence construntiOTknf a dam  w i t h i n  option  to ex tend  th a t  period 
for a n  add itio n a l two y ea rs . Extenorliff com m aa(5ijiant o f construction  to  10 years 
as proposed, in  S, 439 could ren der eOTfcohfiScnital an d  economic eva lua tions con­
ducted d u rin g  th e  licensing  process u s e lq h f t s  conditions in  th e  p ro ject a rea  m ay 
£iange. Such extensions a lso  lim it alteixpam fe^conoznic activ ity  a t  th e  site , inclua- 
ing a lte rn a tiv e  pow er developm ent, P a q ec ts  s n o ^ d  n o t be  licensed u n le ss  they  are  
fully p rep a red  to  carry  o u t th e ir  'obligations andv ^spon sib ilitiM . C ongress should 
9imply n o t accep t so m any  extansjdn bulfl.

CON CLU SIO N

O ur n a tio n ’s riv a is^ariJ^ inheriea  a re  facing a  crisis o f s lo ^ f c i t  s tead y  extinction, 
Resourc* agencies .vntfc/expertise in these a re as  a re  in the  besw cosition  to  add raw  
th is t h r e a t  The^zelipmLsing process can alwaya benefit from  in c r e n m ^ d  ad m in is tra ­
tive im p ro v em en tp n in d  p e rh a p s  one day  we will come to  s  c o n d u s io ^ ^ a t  i t  is tim e 
to look a t  a n  erfrarely new  way of doing business, b u t u n til  th a t  p o m ? H ffi_ 2335, 
and bills..K kant, w ill on ly  tu rn  back the  dock to an  e ra  of litigation, h o s tn to , and 
c o n tm u e ^ ln v iio n n ie n ta l  decline. We can  endeavor to find b e tte r  w ays to gvkT nte  
h y d rp p o sfs^and new  aourcea o f energy bm t_w ejgm not_bringJ>a^^ffgaeg i|o n ce jfrfl^M^

Mr. Shadegq. Thank you. And Fd like to compliment each of the witnesses h o  far for staying quite close to the timeline. Mr. Grimm?
S T A T E M E N T  O F  R O B E R T  S . G R IM M

Mr. GRIMM. Thank you, Mr. Chairman and members of the sub­committee. My name Is Robert Grimm. I Berve as president of Alas­ka Power & Telephone Company. AP&T is an investor-owped, em­ployee-owned corporation which has been, providing public' utility • services in Alaska since 1957.We currently provide service to 25 different communities from above the Arctic Circle to the very southern portions of Alaska. Moat of these communities are very small and due to lack of infra­structure, have isolated electric systems utilizing small diesel elec­tric generating unitB that use'fossil fuel.In addition to representing my own company, I’m speaking today on behalf of Alaska’s electric utility industry through our statewide association known as ARECA. We strongly support S. 422 for the reasons I would like to outline, using my utility experience as an example, but emphasizing that many other companies in Alaska have Bimilar experiences.One of the solutions to fosBil fuel generation in these remote areas is the development of small hydro to provide a renewable and nonpoUuting source of energy. We at AP&T began the program to identify and. develop cost-effective projects in 1984. In 1987 we ap­plied for a preliminary permit from FERC, which we received in June, for 36 months. In November 1993, FERC issued the license authorizing the project with a capacity of 4.5 megawatts. The
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project was completed and began commercial operation in 1995. The permitting and licensing process took 7 years and cost $1.2 million. The actual construction took 1 year and cost $10 million. It's interesting to note that the licensing cost and permitting cost exceed the installed cost of equivalent dieBel electric generating 
units.This is not just a bad example or an anecdotal thing. We also have another project In Skagway, Alaska with a capacity of 4 megawatts. It's at Goat Lake, which is near Skagway, Filed for the preliminary permit in 1991. In 1994 a license application. Got the license in 1996. Took over 5 years and cost over $1 million. The project was completed In the fall of 1998 at a cost of $10 million.Additionally, we have a couple of other projects that are cur­rently under license. We've been through a relicense in our Dewey Lake system. Hence, we have first-hand experience with FERC during the last decade. It appears to us that the lack of flexibility, large project, small project, large impact, small impact in the FERC rules, regulations and requirements for these small projects has been the major reason so few have been developed in Alaska, Thus, we're forced to use fossil fuel in these remote areas, with the sig­nificant impacts associated with fuel storage, fuel spills, air emis­sion, more than offset any of the adverse effects that have been identified in any of the projects that we've already completed or have currently under license.These projects are very similar to small community water sys­tems which are being developed in Alaska under State law. Gmall hydropower is a resource that has prove itself, yet the regulatory maze continues to hinder its development. Those of us on the front line trying to implement renewable energy policies are bewildered. With all the benefit associated with the development of small hy­dropower when compared to the continued use of fossil fuel, why is everybody making it so hard and difficult to develop?My last point is tidal power. In Alaska, a lot of the communities are either on coastal sites, because there’s no roads—very few roads in Alaska—or along rivers. And we’ve looked at several dif­ferent free-flowing turbines which are essentially an adapted wind­mill type of a thing that is actually put into the water. Uses the— captures the f'-.e-flowing energy of the river that many of these vil­lages sit by.Unfortunately, these units are very small—in the neighborhood of 100 KW. Well, because these rivers are navigable, that would make a FERC permit required. So we would be looking at $1 mil­lion or more to permit a project of 100 KW in these villages where we’re now using—it just makes some of tha alternative energy a non-option.To reiterate, S. 442 will not diminish public interest, environ­mental or conservation considerations and protection as under FERC. The bill will simply transfer regulatory Jurisdiction from a very distant Washington, DC to our State government in Juneau.My understanding is that because of our special situation in Alaska, FERC does not object to the Alaska-only program con­tained in S. 422, and the State of Alaska supports it. Thank you.[The prepared statement of Robert S. Grimm follows:]
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P keparzd  Statem ent  o r  Ro b ek t .S. Grimm , P resid en t , Alaska P o w er  &
T eleph o n e  Company

My nam e ia R obert S. Grimm. I serve aa P reside1-.* of A laska P ow er & Telephone 
Com pany (AP&T). AP&T is a n  investor-ow ned and employee-owned corporation 
whien h as  b een  providing public u tility  services in  A laska  since 1957. W e curren tly  
provide services to 26 different com m unities from above the  Arctic C ircle to  very 
so u th ern  portions of A laska. M oat of these  com m unities a re  very sm all and , due to  
the  lack  or In frastructu re , have iso lated  electric system s u tiliz ing  em ail diesel elec­
tric  gen era tin g  u n its  th a t  use fossil fuel. '

In  addition to represen ting  m y own company, Fm speaking  tod ay  on b eh a lf o f 
A laska 's  electric u tility  industry , th rough  o u r statew ide association  know n as  
ARECA. We strong ly  support S.422 for reasons I would like to o u tline , using  m y 
u tility 's  experience as" an  example, h u t em phasizing th a t  m any o th e r  o f ou r ru ra l  
u tilitie s  have sim ila r experiences.

O ne of th e  solutions to fossil fuel generation in  these rem ote a reas  is  th e  develop­
m e n t of sm all hydroelectric projects to provide a  renew able andnon-pollu ting  source 
o f energy. W e a t  AP&T began a  program  to identify  and  develop cost-effective 
pro jects in  1984.

In  Ju ly  1987 we applied to th e  F ed era l Energy R egulatory  Com m ission (FERC) 
for a  p relim inary  p erm it for th e  Black  Rea r  Lake Project on Prince o f  W ales Island  
in  S ou th east A laska, In Ju n e  1988, FERC  issued a p relim inary  p e rm it for a te rm  
o f 36 m onths. D uring  th is  peripd; as evidenced by progress reports filed w ith  the  
agency,! AP&T sp en t a considerable am ount of tim e a n a  effort consu lting  w ith  the  
agencies. In  M ay 1991, w.e filed our license application. In  N ovem ber 1993, FERC 
issued  the  license authorizing th e  project w ith  a  capacity of 4.5 MW. The project 
w as com pleted a n d  began commercial operation on A ugust 28, 1995. T h e  perm itting  
and  licensing p hase  took seven years and  cost nearly  $ L 2  million. T he  ac tua l con­
s tru c tio n  took one y ea r and  cost $10 m illion. I t  is in te resting  to n o te  th a t  the per­
m ittin g  coats alon# a lm ost exceed th e  insta lled  cost of equ ivalen t d iese l electric gen­
e ra tin g  un its. I w ould lilte to po in t o u t th a t  th is  project w as funded entirely  from 
p riv a te  funds.

A no ther-o f o u r projects is located n e a r  Skagway, A laska ond h a s  a  capacity  of 4 
MW The project la called the  G oat Lake Hydropower. We filed for a  FE R C  prelim i­
nary  p erm it in  Ja n u a ry  1991 a n d  th e  FER.C issued thAt p erm it in  Ju n e  199L In  
M ay 1994, w e filed our license application and FERC issued th e  license in  Ju ly  
1996- The p erm ittin g  and  licensing process took over five y ea rs  a n d  ccet us 
$1,043,100. T h e  project w as c o m p le te  in the  fall of 1998 a t  a  coet of a bo u t $10 m il­
lion. Again, th is  project w as funded entirely  w ith  p riva te  ftinda.

A n o th er sm all hydroelectric project, W olf l a k e ,  is  also located on  P rin ce  of W ales 
Island , and  h as  a capacity of ab o u t 2 MW. The p relim inary  p erm it w as issued by 
th e  FERC  in  A pril 1995. We fulfilled o u r obligations u n d e r  th e  p e rm it and  filed our 
license application M arch 27,..1998. W e a re  still aw aiting a  FE R C  license. This 
project would have been a lready  perm itted  and  u n d er construction i f  th e  proposed 
leg isla tion  bofore you had been in  place five years ago.

Additionally, as p a r t  of the U pper Lynn C anal Regional Energy P lan , we are  w ait­
ing  for FERC  licensing for a 3 MW project located on Kaaicteya C reek  n o rth  o f J u ­
n eau  n e a r  Skagw ay and H&inw in  S o u th east A laska. We filed for o u r p relim inary  
p e rm it in  Ju ly  1996 end  FERC issued  th e  perm it in  Novem ber 1996. Wa then  fol­
lowed a n  A pplicant P repared  E nv ironm ental A ssessm ent Process. T h a t  process took 
th re e  years, a n d  we applied for the  license la s t  October.

In  addition , w e have had  the  opportunity  to re-license and am en d  o u r 1 MW 
project for Dewey Lake* FERC Project No. 1051 a t  Skagway, A laska.

Hence, we h av e  had  extensive Drat h and  experience w ith  FERC du ring  the la s t  
decade. I t  a p p ears  to u s th a t  th e  lack of flexibility (i.e. la rge  im pact va. sm all Im­
pact) in  the  FE R C  rules, regulations, and requ irem ents for these sm all projects h as  
been the  m ajor reason th a t  so few have been developed in A laska.

The continued use o f fossil fuel generation  In these rem ote a reas  a n d  the  signifi­
ca n t im pacts associated w ith  fuel sto rage and  a ir  em issions more th a n  offset the  
m inor im pacts of these  hydroelectric projects. These projects do n o t h av e  large dam s 
th a t  constric t free-flowing rivers. These projects a re  very sim ilar to  th e  sm all-com ­
m un ity  w a te r system s being developed in  A laska u n d er s ta te  law.

As you a re  aw are , the  environm ental cost* associated w ith  the  continued use of 
fosall ftiels a re  s ig n ifican t One au th o rity  h as  a ttem p ted  to e stim ate  the  "bottom 
line" cost of fossil fuels. Included in  th is  assessm ent w ere h ea lth  coeita, dam age to 
w a te r resources, tre a tm e n t costs necessary  to counteract th e  a d v e n e  effect of ioaail 
fuel u se  on food supplies, w ater resources, clim ate, and  health . T hese  costs, when 
tab u la ted , equal 3.35 cen ts p e r k ilow att-hour of fossil ftiel energy. E ven th is asfcua-



m e a t does net include th e  env ironm ental coats o f cleaning up  contam inated fossil 
fuel storage rites, which in  ru ra l  A laska alone is  a  1300 m illion dollar problem  -wait­
ing  to be addressed. These facts a re  understood a n d  widely accep ted ..

Sm all hydropower in  A la s k a 'is  a  resource th a t  h a s  proven  its e lf  y e t th e  rbf_* 
la to ry  m aze continued to h in d e r its  developm ent. Those cx us on th e  front line try ing  
to im plem ent renewable energy  policies a re  bew ildered. W ith a il o f th o  benefits a s ­
sociated w ith 'th e  developm ent o f  sm all hydropow er w hen  com pared to th e  continued 
use  o f fossil ftials, why is i t  th a t  sm all hydro u  so  difficult to develop?

T he proposed legislation w ill provide u s  sign ifican t regu lato ry  re lief from th e  
h ard sh ip  we a re  now encoun tering  whan' try in g  to  displace fossil fuel generation  
w ith  a  proven, renew able a n d  non-polluting resource. T h a t re lief tra n s la tes  into dol­
la rs  ana  tim e savings. ____

Y ou m ay h ear how FE R C  regulations m n h d n  sho rtcu ts  to be  used  by sm alle r 
p rojects and  how the. A pp lican t P rep ared  E n v ironm en ta l A ssessm ent can d e live r a 
FER C license in  a  sh o rte r tim e  period. W e have  h a d  d irec t experience w ith  th ese  
sho rtcu ts  and  have found them  to  be  la rg e ly  Ineffective. W hile wa appreciate  th e  
in te n t  a n d  efforts of ind iv idual FE R C  staff, th e  A pp lican t P repared  E nvironm ental 
A ssessm ent process sim ply h as  n o t saved ud tim e  o r money.

A m alar underlying problem  is th e  diffusion of hydropow er oversight th a t  anca 
w as exclusively FERC's, O ver th e  y ea rs  FE R C 'a overall au thority  under the  F ed era l 
P ow er A r t  has been eroded b y  court decisions and  legislative in itia tives giving m u l­
tip le  s ta te  and federal agencies au th o rity  over vario u s aspects of th e  licensing proc­
ess. The process has become very inefficient and  confrontational and  re su lts  m  very 
long licensing tim e periods and  add itional coats. M any  sm all hydropow er projects 
filmply cannot afford these  costs.

M y la s t point is  tid a l pow er. C u rren tly  w e believe th a t  sm all tid a l or free flowing 
hydra  power plant* placed upon  navigable w a te rs  w ill be  subject to  the  ju risd iction  
at FERC . In  A laska th is  technology m ay  h av e  prom ise for m any  sm all coastal or 
riverside  villages. However, th a  cost and tim e  req u ired  for a  FERC license m ak e  
th is  technology a  non-option for am all-ieale  d ev e lo p m en t 

S.422 recognizes the special c ircum stances th a t  ex is t in  ru ra l A laska: vary  sm all 
cn m m in itiin , rem ote sites, no in te rs ta te  (or for th a  m o st p o rt in tras ta te )  pow er grid, 
stand-alone generation th a t  is la rg e ly  d iese l, lim ited  local financial resources a n a  
m uch  undeveloped sm all hydroelectric  p o te n tia l  Hence, S.422 would g rea tly  facili­
ta te  th e  developm ent of A laska 's  sm all hydro po ten tia l by rem oving regulatory  over-
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stand-alone generation th a t  is  la rg e ly  d iese l, lim ited  local financial resources a n d•  » m i t  • •  « • •  m  % J  I I  •  l« l
lid  grea tly  f  

_ regulatory
lay  w hile still requiring app lican ts  to  receive approvals from a ll o ther local, s ta te  
and federal aganaes.

To re ite ra te , S.422 will n o t d im inish  public in tm e it ,  environm ental o r conserva­
tio n  conriderations and  pro tections ad u n d e r  FE R C . The bOl will sim ply tra n s fe r  
re g u la to r /  jurisd iction  from  a vary d ir ta n t W ashington , D.C. to  our a ta te  govern-— i i_ V—.  _4_* t s_______ _______1J    1 -   —   ‘  1 V.»

th<

Commerce. My u n d erstand in g  is th a t ,  because o f o u r  special situation , FERC does 
n o t object to  the  A laska-only  p ro g ram  contained  in  S.422, and  the  S tate  o f A laska  
sup po rts  I t  '

We ask  for your supp o rt a n d  passage  o f S.422. I w ill gladly respond to  any  ques­
tions.

T h a n k  you  for th is opportun ity ,
Mr. S h a d e g g . Mr. Grimm, t h a n k  you very much for your testi­mony. Mr. David Piper.

N T 1 I W  l U v i b  11. W W W
MrT^PffH^Thank you, Mr. Chairman, mejjjhef^’̂ th e  sub­committee. MyTaaqfiis Dave Piper. FmEp»*t3£nt and Chief Execu­tive Officer of PNGr '̂Bower, wM îr-fSalso known as the Pacific Northwest Generating We're located in Poj^irtncL^ Ont£*wu^We>e a cooperatively based energy service o^rftter for our 11 niiimTi <iliy mi mostly small, rural electptk<e ŝtems throughout the Pacific Noi I w^n^tothank you and the staff particularly for conv?Ui«g this urflng and the courtesies that have been extended to us in this Process over the last period of weeks and months. I’d like to submit

/£>
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By R obert S. G rim m , P residen t 
A laska  Pow er &  T e lep h o n e  C om p any  

M arch , 1999

I believe  th a t su s ta in ab le  d evelopm en t is a  goal th a t  w e , as th e  m o s t advanced  .species on 
earth , w ill n ee d  to adh ere  to  in the future as the d em and s o f  ou r advancing  civ iliza tion  
con tin u e  to  p la ce  s tresses  on o u r natural env iron m en t. T he  B rundtlnnd  C om m ission  over ten 
yea rs  ago  p ro p o se d  th e  fo llo w in g  definition: d eve lo p m en t is  .su sta in able  i f  it m eets the n eed s  
o f  th e p r e s e n t g e n e ra tio n  w ith ou t d im in ish in g  the a b ility  o f  fu tu r e  g en era tio n s  to  m ee t th e ir  
o w n  n e e d s '  T h e  S o u th east A laska  C onseivation  C ouncil a lso  has a  definition: It is  
ren ew ab le , i t  is  eq u itab le , and  it is d igestib le2.

T h e  g lobal p o p u la tio n  h as  trip led  in th is  cen tury . B iom uss and  lb o d  consum ption  has reached 
40  percen t o f  th e  en tire  lan d -b ased  ou tpu t o f  pho tosyn th esis . N o on e  is su re  i f  m a n  can 
con tinue  lo in c rease  litis  num ber. Fossil and m inera l resou rce  consum ption  is dep le ting  
slocks in  h u n d re d s  o f  y ea rs  tha t look  tens o f  thou sands, o r m illio n s, o f  years to accum ula te5. 
T h is  c o n su m p tio n  is  n o w  affecting  the  a ir  w e b rea th e  and  all a sp ec ts  o f  the  env ironm ent o f  
earth.

Tt occurs to m e  that any  ty p e  o f  renew able reso u rce  tha t can  b e  u tilized  b y  m ankind  should  be 
encouraged  and  m ad e  a  p rio rity  by  the po licy  m akers . T h is is  especia lly  n u e  when the usu o r  
tha t re so u rc e  has side  b en e fits  that not on ly  reduce  th e  d ep letion  o f  the non-renew able  
resource, h u t a lso  red u ce  the  o ther negative aspec ts  o f  consum ing  the  non-rcncw ab lc, such  as 
a ir  or w ater p o llu tio n . A n o th er side benefit is the cost to so c ie ty  o f  transporting  a resource 
from  w h ere  it  is m an u fac tu red  o r extracted to  'h e  po in t w here  it  is  consum ed.

U w ould  a p p e a r  th a t sm all h y d ro  developm ent in  A laska  m eets m an y , if  n o t all, o f  the 
req u irem en ts o f  su s ta in ab le  developm ent. I low cvcr, th is  m essag e  has not yet filtered dow n lo 
the  reg u la to rs  tha t c u rre n tly  u se  an adverse and bu rd ensom e p rocess w hen licensing  and 
perm itting  sm all h y d ro e lec tric  facilities. T h is  is  tru e  n o t on ly  in  A laska  bu t in th e  res t o f  the 
nation  a lso .

A lask a  P o w e r &  T e lep h o n e  C om pany  lias been ac tiv e  in the  deve lop m en t o f  sm all 
hy d ro e lec tr ic  p ro jec ts  th ro u g h o u t sou theast A laska. W c began  in  1995 w ith  the developm ent 
o f  the  B lack  B ear H y d ro e lec tric  P roject near K law ock  on Prince  o f  W ales Island , and just 
com p le ted  the  G o at L a k e  1 lyd roe lectric  P ro jec t n ea r S kagw ay  d u rin g  1998, In add ition , we 
w ere  ab le  to  in te rco n n ec t H aines and S kagw ay using  a  high v o ltag e  subm arine cable , m aking 
both c o m m u n itie s  energy  independen t o f  fossil fuels. B oth  o! th ese  pro jects took m any  years 
to  m ove th o u g h  the p e rm iltin g  p rocess: e ig h t y ea rs  a t BBT, and sev en  years at G oat Lake. The 
cost w as h u g e  w hen  com p ared  to the  populu lion  o f  the  com m u n ities  served and the continued 
use  o f  fossil fuels  (die.se '  u 't  the  perm itting cost fo r  both  p ro je c ts  totaled over 2 m illion 
do llars , a ll  o f  w h ich  w ill ne co lt-c lod  by rates fro m  the  local custom ers. T h is  cost is 
d isp ro p o rtio n a te  w hen  com pared  to  botJh the size  o f  th e  projeer, the  energy  output, und the 
now  kno w n  im pacts tha t the p ro ject bad upon th e  env ironm en t and  resources o f  the area.

/ (
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I a m  c o n v in ced  th a l su s ta in ab le  dev elo pm en t is  p a rt o f  the so lu tion , no t p a rt o r  the  p rob lem , 
ft, a lo n g  w ith  o th e r po lic ies, w ill a llow  us as g lobal c itizens to insure  tha t the  p lan e t earth  we 
lea v e  b eh in d  is heller th an  th e  one w e  found a t ou r birth, T helieve  lu rih er tha t the  vast 
h y d ro e lec tric  resources av a ilab le  to us in so u theast A laska, tog e th er w ith  e lectrical 
tran sm issio n  fac ilities, w ill a llo w  u s  to d isp lace  fossil fuel energy  genera tio n  com p le te ly , 
.vince w e h av e  b ee n  g iv en  th is  gift, it is o u r responsib ility  to m ake  su re  it is  u tilized , as there 
a re  m an y  p laces  o n  earth  th a l  are  no t us fo rtuna te .

T h e  c u rre n t dec is ion  m ak in g  p rocess, curren t regu lations, and adv erse  regu la to ry  env ironm ent 
are to o  e x p e a s iv e  and too  m u c h  o f  a  burden u pon  our custom ers. W hy th is  is, I d o  not know. 
P e rh a p s  the  p rocess has b eco m e tain ted  b y  h is to rica l h ydropow er im pacts tha t a re  easily  
avo ided  w ith  today 's techn o lo g y  and know ledge. W hat I do kno w  is  thal chan g e  n ee d s  to 
o ccu r. T h e  overa ll value o f  renew ab le  reso u rces  and encouragem ent o f  su s ta in ab le  
d ev e lo p m en t n ee d s  to  he reco g n ized  in today 's  regu lato ry  env ironm ent. H o p efu lly , th is will 
lo w er the  currenL costs a n d  e ffo rts  o f  licensing  and  perm itting  sm ull h yd ro elec tric  p ro jects to 
acc ep ta b le  lev els.

O ur goal is to  en te r into d iscu ssio n s to  chan g e  the  process, a llow ing  us as a  c iv iliza tion  to  
a u th o riz e  co n s tru c tio n  o f  ren ew ab le  sm all h yd roelec tric  p ro jects in a  m an n er that proloeLs the 
e n v iro n m e n t and  a llow s tho  b enefits  o f  th e  p ro jec t to  be  cap tured  by  sev era l, if  n o t  a ll, future 
g en e ra tio n s . T h is  w ould a llo w  the  d eve lop m en t o f  these pro jects in a  co s t-e ffec tive  m an n er so 
that p re se n t and  fu ture  re s id e n ts  o f  A laska  do n o t need  to consum e a  d isp ro p o rtio n a te  am ount 
o f  th e ir  lim ited  resou rces to  d ev e lo p  p ro jects  responsib ly .

N o w  tha l y o u  (person , a g e n cy , o r g roup) undcrstaud  that w e ore se rious a n d  w illing  to work 
tow ard  a  so lu tio n , are  y o u  w illin g  10 do th e  sam e? O ne o f  the m ajor issues that m ust be  
a d d ressed  is  the  po licy  o r g o a ls  o f  each  o f  the agencies that go  abou t the ir respec tive  duties 
w ith o u t any  o v erv iew  o r  se rio u s  po licy  g u id ance  in regards to  how  Lo ba lan ce  the overall 
b en e fits  (d irec t, a s  w ell as ind irec t) o f  app rop ria te  developm ent. T hese  b enefits  m ust be 
w e ig h ed  a g a in s t the  im p ac ts  thal inev itab ly  com e  w ith  any  developm ent.

f o r  e x a m p le , curren tly  an  ag en cy  charged  w ith  the  p ro tection  o f f is h  m igh t, in  its  zeal to 
fu lfill its m iss io n , p lace con d itio n s  upon a  sm all hydroelectric  p ro ject tha t renders the  p ro ject 
u n eco n o m ica l and /o r im p rac ticab le  from  an  opera tional standpoin t. T h is  resu lts  in the sm all 
h y d ro  being  aban don ed  o r  developed  in a  m an ner tlm t does n o t u tilize  th e  w a te r reso u rce  to its 
fu lle s t ex ten t. T h e ir  ac tio ns m ig h t p reserve  som e habita t, b u t in  som e cases  the  h a b ita t is 
m arg in a l a t b e s t  T hey m ay  tru ly  b elieve  tha t th e y  fu lfilled  the ir responsib ility  lo the  public 
by th e ir  a c tio n s  and  take  p rid e  in  the ir ac tions, b u t I b e lieve  they hav e  m issed the  point!

In rea lity  they  have  in ad v erten tly  m ade  th e  w o rld  w orse, n o t better. T h ey  h av e  m ade  a  policy 
d ec is io n  tha t reaches fa r  bey o n d  the ir agency  m ission . Yes, they  h av e  p reserved  so m e  habita t 
and a  few  fish , b u t in  th e  p ro c e ss  they h av e  denied  the  w orld  th e  use , Tor genera tions to com e, 
o f  n o n -p o llu tin g  and ren ew ab le  resource w aterpow er. B ecause  th is energy  is n o t available , 
a n o th e r  e n e rg y  so u rce  m u s t b e  u sed  to  m eet energy  dem ands. In  the  fo reseeab le  future this 
ene rg y  w ill be p roduced  w ith  fossil fuels. A s d iscussed  above, io ss il fuels  rely u pon  non- 
ren e w ab le  s to ck s that to o k  n a tu re  m illio n s  o f  y ears  to  create, y e t  m an dep le tes in m ere  
h u n d red s o f  y ea rs , f o s s i l  fuels  a lready  p o llu te  the air' and con tribu te  to th e  C 0 2

'The fossil fueled generators now used In Alaska produce emissions of about 1.5" pounds per kW-hr. Over a 
50-year license term of a small hydrodecrrlc even n smull 5-mcgawoit diesel plant produces 1,741,050 tons of

f t



M aV -1 5 - 0 1  0 5 : 0 2 P  p P .  14-

concen tra tions tha t are a m a jo r contribution factor to  the in ternational con cern s  o f  g loba l 
w arm ing,

T h is  is  w hy  th e  process m u st be changed. A balancing process m u s t be ach iev ed  that v iew s 
any  proposed  d evelopm ent in a  holistic m anner. T his insu res that the  con cern s , m andato ry  
cond ition s and  recom m endations o f  one g ro u p 11 representing  only  th e ir  n a rro w  in te re s ts  o r 
m iss io n  is balanced  w hen v iew ed  from a g lobally  sustainable  basis . T he  f irs t step  is fo r all o f  
us invo lv ed  in  the w ater reso u rce  decisions, to  recognize that th is b a lan c in g  m ust o c c u r  and  to 
perso nally  and pro fessiona lly  take responsibility  to see tha t i t  does occur.

R em em b er the 01 bum per sticker, “  T h ink  G lobally -A ct L ocally1'. 

T h an k  you  fo r the  opportun ity  to share m y  thoughts.

1 Bruntlnnd Commission , World Commission on Environment and Development, Our Common Future, Oxford 
Univereily Press, Oxford, 1987.
2 Southeast Alaska Conservation Council httTri/www.soacc.org/nnces/SUSTAfN.nTM. It Is renewable. It uses 
resources no taster Ihun they cun be replenished. In general, natural capital is conserved rather than depleted. It is 
equitable. It Is equitable among people and across generations. The future is not sacrificed for the present. It is 
digestible. "Hie by-products of production are re-usable, recyclable, or biodegradable.
J William C. Clark, nt the Kennedy School of Government, Harvard University, [The world] physical stage is 
rapidly changing, It holds twice as many people as it did in 1950: fours times whnl It did in 1850. World trade 
has increased more than 20-fold over the last century; energy use more than 100-fold, This increasing magnitude 
of human uctivily has brought about an increasing scale and complexity of interactions among humans, their 
technologies, and their environment. What were once local Incidents of pollution shared throughout a common 
watershed or air basin now involve multiple nations— witness the concern for acid deposition in Europe and 
North America, What were once acute episodes of relatively reversible damage now affect multiple 
generations witness debates over disposal of chemical and radioactive wastes. What were once straightforward 
questions of ecological preservation versus economic growth now reflect complex linkages— wlmess the 
feedback among energy and crop production, deforestation and climate change that are evident in studies ofthe 
atmospheric greenhouse effect What once was a relatively well-behaved world of smooth and predictable trends 
Increasingly reveals b propensity for abrupt and unexpected change— witness the surprise and consternation of 
scientists nnd people alike confronted with the appearance of the Antarctic ozone hole.

emissions into the atmosphere that surrounds earth. Ten years ago the F.xxun Valdez spilled almusl eleven 
million gallons Into Prince Williams Sound, The total weight of the oil spilled was 40,700 tons, The Valdez spill 
represent only 2% ol’lhe weight created by Ihe operuliun of u smull fossil fuel generator thul can be replaced by 
non-polluting, renewuble small hydro. Emission dalu from AM2, Section .1.4, Environmental Protection 
Agency.
These groups include project developers, as well as agendas, special Interest, nnd the general public,

rs
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S e n a t e  F i n a n c e

□ B ill ca lls for RCA to adopt regulations, license and regulate water power plants of 5 mw 
or less, essentially creating a stale version of the Federal Energy Regulatory Commission 

program. We believe RCA is an appropriate agency to assume these duties. It does 

represent an expansion o f their current m ission, and accordingly costs are outlined in our 

fiscal note and in fiscal notes o f other agencies.

□  Administration lias an interagency team (DN R.F&G , CZM, RCA and DCED) analyzing 
the b ill. Want to share today the common points emerging from our review.

□ We believe development of small hydro projects can support economic development and 

improve the availability/cost of power in rural A laska. We understand a state program 

may have advantages in allow ing us to focus the process on issues pertinent to Alaska

□ When federal legislation was pending, the Governor supported g iv ing A laska jurisdiction. 

At the same time the Governor recognized that this is a complex undertaking and we 

must be sure a state program results in proper design and construction, and at the same 

time protects fish, w ild life and the environment at least as well, or as rigorously, as does 
FERC . The Governor also acknowledged the importance of establishing an appropriate 

funding mechanism that could be either a direct appropriation or be based on a user fee 

system.

□  Each agency fiscal note (RCA, DNR, F&G ) assumes it w ill lake two years to develop 

regulations that w ill define program operations. Once state regulations are 

recommended, FERC  must approve our state program before ceding authority to the 

state.

□  Costs of operating the program in FY05 and beyond are a bit more difficult to estimate. 
Agencies currently understand their existing role with FERC  process but expect during 

the regulations process to outline the additional duties, statutes and regulatory authority 

they may need to operate a program as well as FERC  (for example, FERC  has 

jurisdiction over entire watersheds while F&G currently has oversight only of 

slrcambeds.)

□  The Slate o f Oregon currently has a hydro project program that operates in addition to 

FERC  for all hydro projects in that state, and we w ill examine their extensive statutes and 
regulations, as well as work with FERC , for ideas.

□ Thank you and w ill turn over lo agencies to testify and respond to questions 0 11 program 

impacts and fiscal notes.
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STA TE M EN T OF T H E  A L A SK A  PU B L IC  W A T E R S C O A L IT IO N
on

SB MO, R EG U LA T IO N  A N D  L IC E N S IN G  OF C E R T A IN  W A T E R -P O W E R
D E V E L O P M E N T  PR O JEC TS 

before the 
SEN A T E FIN A N C E  C O M M IT T E E  

A L A SK A  L E G ISL A T U R E  
JU N E A U , A L A SK A  

F E B R U A R Y  2 1 ,2 0 0 2

M r. C hairm an and m em bers o f  the C om m ittee, m y nam e is Jack  H ession , a n d  I am  
represen ting  the A laska Public W aters C oalition  here th is m orning . T h e  C oalition  
includes sport fishing groups, conservation  organizations, fo rm er m em bers o f  the A laska 
W ater B oard  and other individuals, a ll o f  w hom  share an in te rest in  th e  sound  
m anag em en t and p roper d isposition o f  A lask a’s pub licly  o w n ed  w a te r resources.

In sum m ary , the (  oalition strong ly  opposes enactm ent o f  SB 140, w h ich  w ould  estab lish  
a state hydroelectric  regulatory  program  w ith  authority  to accep t license  app lications for 
hy d roo leci.ic  p ro jects on state, private., and  federal lands in A laska , inc lud ing  state  and 
federal conservation  system  units. T he  C oalition  supports the  con tin ua tion  o f  F edera l 
Energy R egu lato ry  C om m ission ju risd ic tio n  on  all lands in A laska.

Im pact on slate  and  national conserva tion  system  units

U nder SB  140 a  state license or exem ption  from  licensing in a national conservation  
system  i 'nT w ould  be subject to the approval o f  the Secre tary  o f  the In te rio r or 
A griculture, and licensing conditio. u ld  be im posed. T h is p ro v is ion  provides 
insu ffic ien t protection for the national conservation  system  un its, as a Secre tary  favoring 
hy d ropow er could  be  expected to endorse  p ro jects in the units. T he bill does no t have  a  
sim ila r p rov ision  for sta te  conservation  system  units.

A laska ju risd ic tio n  over projects located in federal conservation  system  units w ould  be 
unpreceden ted ; no  state currently  has such  jurisd iction . U n d er the  F ederal P ow er A ct and 
o ther app licab le  federal law, the Federal E nergy  R egu lato ry  C om m ission  does no t accep t 
app lications for hydropow er projects located w ith in  national parks, w ild  and  scenic 
rivers, o r w ilderness areas, all o f  w hich  arc  closed to new  hyd ro pow er developm ent.

I f  a  s ta le  regu lato ry  authority  accepted  license applications fo r  hy d ro p ow er pro jects 
w ithin  these  national conservation system , it w ould  be m et w ith  in tense con troversy  and 
litigation from  citizens determ ined to p ro tect the purposes and  natural values fo r w hich
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these lands w ere set aside by  C ongress, W ith  equal determ ination , c itizens w o u ld  also 
defend state  conservation  system  units from  destructive hydroelectric  darns.

T he S late  should  not a ssum e the cost o f  hydropow er regulation

SB 140 w ould estab lish  a slate hydroelectric  regulatory  p rogram  w ith in  the  R egu la to ry  
C om m ission o f  A laska for the purpose o f  licensing, re-liccnsing , exem pting  from  
licensing, and regu lating  hydroelectric  projects o f  5 m egaw atts o r less on  all lands in 
A laska, w ith  the exception  o f  national study rivers. T he new  regu la to ry  p rogram  w ould 
be m odeled after the licensing requirem ents o f  the Federal E nergy  R egu lato ry  
C om m ission  (FE R C ). To ensure that the state program  m et these federal requ irem ents, 
the program  w ould  have to be approved by FER C .

Pulling this s tate  regu lato ry  program  in  place w ould require a p ro fessiona l s ta ff  capab le  
o f  m atching F E R C ’s expertise, and a  substantial annual expenditu re  o f  sta te  funds. 
B ecause the federal law  requires the s ta te ’s regulatory  p rogram  to , .p ro tec t the pub lic  
interest, p u rp o ses ... and  the environm ent to the sam e extent p rov ided  b y  the requ irem en ts 
fo r licensing and regu lation  by [FE R C ],’’ the S tate  w ould be ob liged  to spend  
approxim ately  as m uch on a regu lato ry  program  as FERC  now  does fo r its A laska  
regulatory responsib ilities. (E m phasis added). T he  S tate ’s cost could  even  exceed  
FE R C ’s i f  state regu lato rs accepted  applications fo r dam s in n ational con servation  system  
units.

To get a realistic  estim ate  o f  the cost o f  a state regulatory  program , the C o m m ittee  should 
consult FE R C  on  the cost o f  the  C om m ission’s A laska rcgulm ory program .

fn any event, w e question  w hether it is in the S tate’s in terest to take on a new  and cosily  
responsibility  w hen the State is lac ing  a  fiscal crisis and  the L eg islatu re  is seek ing  to 
reduce, not increase, the cost o f  state  governm ent.

Federal Energy R egulato ry  C om m ission

Expanding  an existing  state bureaucracy such as the A laska R egu lato ry  C om m ission , or 
creating  an en tire ly  new  agency  o r  division in an existing departm ent m akes no  sense  at 
all w hen licensing  o f  hydroelectric  projects is being  com peten tly  adm in istered  by  FE R C . 
T he “sm all"  hy dropow er industry, w hich v/as the m oving force beh ind  the  federal law  
nud now  supports SB 140, has failed to show  that F E R C ’s licensing  process for sm all 
hydro is flaw ed o r  som ehow  Tails to protect the S ta te ’s interests in hydropow er license  
procedures. T he industry  com plains o f  its costs and  the length o f  the  F E R C  p rocess, but 
to our know ledge the industry  has been unable to cite a sing le  instance o f  an  A laska 
license app lication  being  denied b y  the federal com m ission.

Ironically , the A laska Rural E lectric  C o-O perative A ssociation , w hich  supports SB 140, 
had som e kind w ords about the ex isting  FE R C  process. In  testim ony b efo re  the Senate 
R esources C o m m ittee ’s February 8 hearing on  SB 140, Eric Y ould, the A sso c ia tio n ’s 
Executive D irector, said  that “O ur m em bers have taken a certain  am ount o f  so lace in
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having a third  independent body, FERC , w ith the ability  to s tand  up  to federal and sta te  
agencies. W e have found ourselves at the m ercy o f  state agencies tha t som etim e a rc  no t 
friendly  at all lo the v ery  notion o f  hydro projects and m ake the  lives o f  peop le  try ing  to 
do this qu ite  m iserab le ."  He said that FERC is a "know n" and  “tru sted” e n tity  tha t acts as 
an independent arbiter.

H is observations bear on the fundam ental question before the  A laska  L eg isla tu re  as it 
considers SB 140: G iven  that the FE R C  process is w ork ing  sa tisfacto rily , shou ld  the 
State rush  to rep lace  it  and assum e d ie  financial burden now  carried  by  the federal 
governm ent? W e th in k  the answ er is clearly  “no ."

T hus as it considers SB 140, we recom m end that the C om m ittee  and  die L eg is la tu re  as a 
w hole  apply  the  adage  “ i f  it a in 't  b roke, don’t fix it.” FF .R C 's p rogram  is no t b roken ; the 
C om m ission  is adeq uate ly  carry ing  ou t the responsibilities a ssig ned  to  it by  C ongress.

F urtherm ore, a  sla te  takeover o f  F E R C ’s responsibilities w ould  am oun t to  vo lun tarily  
accepting  an  un fu nded  m andate  from  the  federal governm ent. B y  con trast, o ther federal 
m andates to the S tate a re  accom panied  by substantial federal funds, an  exam ple  o f  w h ich  
is the generous federal funding  o f  the A laska Surface M in ing  C ontro l and  R eclam ation  
Act. T hus in o rd er to adequately  fund a state hydropow er regu la to ry  p rogram , die 
L egislature w ou ld  be ob liged  to increase overall state spending , o r take  the  n ecessa ry  
funds from  o th er v ital state  serv ices and program s. N e ither course  is in  the pub lic  
interest. C o n g ress’s o ffer o f  “sm all” hydropow er jurisd ic tio n  is an  o ffer the  S tate  
should po lite ly  bu t firm ly  refuse.

In conclusion , a s ta te  regu lato ry  p rogram  w ould likely resu lt in  in tense con tro v ersy  i f  
hydropow er pro jects w ere  proposed fo r units o f  tiu. state and  national conservation  
system s. B ecause  Ihu existing  FE R C  licensing and regu lato ry  p ro cess is perfo rm ing  
sa tisfacto rily  and at m in im um  cost to the state governm ent, it is n o t fisca lly  p ru d en t for 
the S tate  to assum e F E R C ’s responsib ilities and costs, particu larly  at a  tim e o f  m a jo r 
shortfalls in s tale  revenues.

W e recom m end  that the C om m ittee take no further action on  SB 140.

T hank  you for consid erin g  our view s.
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