


ALASKA STATE LEGISLATURE

S enato r Jo h n  Torgerson, C h a ir 
Senator Drue Pearce, Vice Chair 
Senator Rick Halford 
Senator Pete Kelly 
Senator Robin Taylor 
Senator Kim Elton 
Senator Georgianna Lincoln

35477 Kenai Spur Hwy. 
Suite 101B 
Soldotna, Ak 99669 
Phone:(907)260-3041 
Fax: (907) 260-3044

STATE CAPITOL, Room 427 
JUNEAU, AK 99801-1182 
Phone: (907)465-4907 
FAX: (907)465-4779

SENATE RESOURCES COMMITTEE

S P O N S O R  S T A T E M E N T

SB 140
“Small Water-Power Development Projects”

On November 9, 2000, Congress approved legislation extending programs under the 
federal Energy Policy and Conservation Act. Title V of this Act, placed in federal statute 
as Public Law 106-469, was proposed by Senator Murkowski who is chair of the Senate 
Energy and Natural Resources Committee.

Senator M urkowski’s language amends the Federal Power Act to allow licensing and 
regulatory authority over small hydroelectric projects in Alaska to transfer from the 
federal government to the State o f Alaska. Small hydroelectric projects are defined as 
those of 5,000 kilowatts (5 megawatts) or less. The federal enabling legislation applies to 
new projects and to existing projects if the owner so elects. A number of our small 
utilities as well as the State supported this legislation.

Before Alaska can acquire jurisdiction from the Federal Energy Regulatory Commission 
(FERC), which currently oversees hydroelectric projects, the Legislature must adopt 
legislation and the Governor m ust submit a program to FERC to satisfy the requirements 
in Title V of PL 106-469. All current environmental and other protections required under 
federal law must be contained in the State program. Small hydroelectric projects located 
on Indian reservations, conservation units of ANILCA, or rivers designated for the Wild 
and Scenic Rivers System would not be eligible for State jurisdiction.

SB 140 will begin implementation of Title V of PL 106-469 in an effort to bring 
regulations closer to home and to reduce the great time and expense currently associated 
with federal licensing and regulation of small hydro projects in Alaska. The time and 
money required for federal licensing is virtually prohibitive for some small projects.
Now the Legislature has an opportunity to remove this hindrance and encourage 
development o f renewable electric infrastructure.
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K M a p ^ o je s h y d ro e k c tr ic  regulatory bill that may help City
'Petersburg has been working .plctc and cost upwards of $1 

for nearly five years and spent *. million when all is said and 
almost $500,000 to have the done.
Blind Slough Hydroelectric 
Facility re-licensed by the 
Federal Energy Regulatory 
Commission. It is expected to 
take several more years to com-

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

of similarly sized projects in the 
hands of the state.

The House of Representatives 
on Tuesday, approved a bill, 
which previously had passed the 
Senate, allowing the State of 
Alaska to regulate small scale 
hydroelectric projects in Alaska, 
rather than having them regulat­
ed by the Federal Energy 
Regulatory Commission.

The bills now head to the 
President for 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 of 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 and dealing with a state 
regulatory process.

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

While saying (he five- 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 of 
Wales Island, a proposed 4.5- 
megawatt generator, took seven 
years and SI.2 million to com­
plete the licensing process — 
adding significantly to the $10 
million cost of the project. The 
nearby Goat Lake project 
required five years and $1 mil­
lion in spending to win FERC 
approval, adding to its $10 mil­
lion construction cost.

“For a small project located in 
a remote region of Alaska,

Continued on page 5
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Continued from page 3

FERC's licensing process is a 
major expense. And for too 
many small projects, this alone 
dooms an otherwise economi­
cally viable and environmentally 
beneficial project," said 
Murkowski.

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

"Small hydro projects in 
Alaska arc environmentally 
sound, renewable power sources 
since they replace fossil-fucl 
burning diesel generators as 
power sources. It is important to 
note that this legislation tloes not

Instead, it allows the state to reg­
ulate (them) in lieu of FERC. I 
ask. who is more interested in 
the environment of Alaska — 
Alaskans or distant FERC regu­
lators?" asked Murkowski.

Murkowski noted that 
Alaskans on average pay 36 per­
cent more for electricity and that 
some in lural Alaska pay up to 
43 cents per kilowatt hour — 
five times 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 
of Energy that the State has in 
place a comprehensive process 
l':ir rcmtlnlim? the new facilities

resources, or cultural resource 
protection laws.

The bill has been endorsed by 
Alaska Legislature’s Utilities 
Restructuring Committee, by the 
Alaska Village Electric 
Cooperative and by Alaska State 
government.

Tlie small hydro bill (S. 422) 
passed the Senate on March 26, 
1999 and again last week when 
it was added to the re-authoriza­
tion of the Energy Policy and 
Conservation Act (EPCA) (H.R. 
2884). EPCA also authorizes the 
nation's Strategic Petroleum 
Reserve and the new Northeast 
Home Heating Oil Reserve.

The 2.5 megawatt Blind 
Slough Hydroelectric Facility, 
which supplies the city with 
about one-quarter of its peak 
pow er O ’ n n im p tin -  needs was
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Dated 3-15-2001

1 would like to yoiec my strong support ol’Senate Dill No. 140.

Alaska Power & Telephone Company is an employee-owned corporation that has been 
providing public utility service to Alaska since 1957. We currently provide service to the 
residents o f  25 different rural communities from above the Arctic Circle to the very 
southern portions of Alaska, Our experience in developing small hydropower projects is 
extensive and current.

I have attached a copy o f my testimony on this issue whi n it was heard by tlie US 
Congress, House o f Representatives, Committee on Commerce, and Subcommittee on 
linergy and Power on March 30,2000. These comments remain relevant to Senate Dill 
No. 140.

Secondly, I have attached a paper titled “ Alaska Small Hydroelectric and the Question of 
Sustainable Development” dated March 1999.

Doth of these documents point out the difficulty and high cost associated with the 
development o f small hydroelectric projects. I am testifying in the hope that this 
legislation will result in cost and time savings when permitting small hydroelectric 
projects.

finally, T would like to make a few other points:

1. In Southeasl Alaska the number o f small hydropower projects (5U0 to 5000 kw) is 
Unite. I have prepared a list o f the hydropower projects that may likely developed in 
the next ten years. While 1 am sure there arc others, I thought it would be useful to 
point out that the numbers o f projects are limited and thus the work load and 
associated costs o f the agency given responsibility should be commensurate with the 
number o f projects.

Otter Creek in Skagway 
Thayer Lake in Angoon 
Reynolds Creek in Hydaburg 
South fork on Prince of Wales Island 
Wolf Lake near 1 lollis 
Oartina Crook in Hoonah

)
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Gunnuk Creek in Kake 
Sunrise Lake near Wrangell

A few reiiccnse efforts are under way or will occur soon at:

Cryslal Lake in Petersburg 
Dewey Lakes in Skagway

2. With the new legislation, Alaska would be unique. For projects under FiiRC, there is 
no minimum si/.c. For example, if an Alaskan resident had a site that could generate 
2 KW for their personal use, it could be jurisdictional by FJL'RC, requiring a license 
that could make the project uneconomic because of the licensing process. If tho stale 
develops a well thought out and cost effective program, it will make micro-hydro 
(under 500K W) very attractive. Another plus of the legislation is that it would likely 
remove any temptation by micro-hydro developers to merely build their projects 
without licensing because o f the costs and time associated with the current federal 
process.

3. Currently the State permits small domestic water systems for villages and towns. T 
believe small hydropower projects are very similar. T do not think wc need to or intend 
to create a State FliRC with its high cost and untimely decisions. We need to develop 
a process that is Alaskan in scope, well thought out and cost effective while meeting 
the requirements of the this legislation. Wc need some agency to take tlie lead. This 
ageney must balance any of adverse impacts with the beneficial impacts o f any 
proposed hydro development. 1 believe agencies with general charges such as the 
RCA, DGC or DNR are appropriate and have statutory responsibility to balance 
impacts (adverse and beneficial) so that hydro development occurs in a cost effective 
and timely manner consistent with the public interest. 1 have attached a paper written 
in 1999. It is critical o f resource agencies that take the narrow view of their 
responsibilities. This problem needs to be corrected whether or not the state wishes to 
assume the responsibility of permitting small hydropower projects.

In this regard, the Alaska Rural LIcctric Cooperative Association (ARLCA) mcmbcrsliip 
passed a Resolution 01 -9, supporting the recognition of hydroelectric power as a 
renewable energy resource, and requiring federal und stale agencies to take a balanced 
approached to existing and new hydroelectric projects. I have alluched a lull copy of this 
resolution for your consideration.
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A R esolution Supporting th e  Recognition 
of H ydroelectric Pow er a s  a Renew able 

Energy R esource, an d  Requiring th e  
. Federal an d  S ta te  G overnm ents to  Take

a Balanced A pproach to  Existing and  
\ New H ydroelectric P rojects

Hydroelectric power Is a dean, economical and re­
newable energy alternative to power plants using fos­
sil 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 
delegation 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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^.lout Alaska.
.—la r ic a n  R ivera  a n d  o u r p a r tn e r  o rgan iza tions in  M ich igan  a lso  oppose H R  

w hic& aw uid  ex em p t hydropower, facilities on  th o  Pentw afcsr R iv e r a n a  ovyned by^ 
C ity  o f  H e r t , M ichigan  firom reg u la tion  u n d e r  th e  F e d e ra l P o w er A c t  T b *  P e n k w a tc r  
R iver is  a r r i b u t a r y  to L ake M ichigan  an d  a  sm all b u t lm p o rto n t ste^ lhead^nB hery  
th a t  c u r r e n t 's u f i e r a  from  in ad eq u a te  flow s from  th e  H a r t  P ro tec t. Tp&se flows, 
w hich d rop  dowiikto alm ost zero a t  n ig h t, cause  w ild  f lu c tu a tio n s  Jn a te lia rn i m ig ra t­
ing  fish  a n d  causW sign  ill c an t problem s w ith  w a te r  te m p e ra  fo r a  sm all
am o u n t o f  pow er. is  no  reason  t h a t  th is  p ro ject sh o u ld  ba^Sxem pted from  th e
sam e en v iro n m en ta l o u a tia rd s  th a t  o th e rs  m u s t m eet. Jr 

As a  g en e ra l m a tte r ,  ABterican R ivera a n d  th o  m e m b e ^ o f  th o  H y d ro p o w er R e­
form  C oalition  oppose C o n g ra s io n a i ex ten sio n s fo r  co m m encem en t to  c o n s tru c t  new  
hydropow er p ro jec ts . T he F e d e n S J ’ow er A ct c u rre n ti^ p ro v id e a  fo r a  tw o -y e a r  period  
in  w hich to  com m ence cons tru e  tidfw ef a  d a m  witbrffra o p tio n  to  e x ten d  t h a t  period  
for a n  a d d itio n a l tw o years. Extenm feo coTnm eaw m ent o f  c o n stru c tio n  to  10 y ea rs  
a s  proposed  in  S. 439 could re n d e r  cnW ohjj^EntaJ a n d  econom ic e v a lu a tio n s  con­
ducted  d u rin g  th e  licensing  process iiaofew gas cond itions in  th e  p ro je c t a r e a  m ay  
change. Such ex ten sio n s also lim it s d t e r j^ v & ^ o n o m ic  a c tiv ity  a t  th e  s ite , in c lud ­
in g  a lte rn a tiv e  p o w er developm ent, F jpqects a h M d  n o t b e  licensed  u n le s s  th e y  a re  
fully p re p a re d  to  c a n y  o u t t h e i r 'oXLg&tions an av K sp o n sib ilitie s . C o n g ress  shou ld  
sim ply n q t  accep t so  m any  e x to t^ d n  bflls.

C O N C L U S I O N

O u r n a tio n ’s  riv e rs^ah d rash eriea  a re  fac ing  a  c ris is  o f  elow^faut s te a d y  ex tinc tion . 
R esource z g e n d e s  e rtise  In th e se  areaB a re  in  th e  besB ® osition to  a d d re ss
th is  th re a t.  T h s^re lw rosing  process can  a lw ays b en efit from  in c T e n s ^ ta l a d m in is tr a ­
tive  im p ro v ero d n tp fan d  p e rh ap s  one d a y  w e w ill com e to  a  co n c lu s io n ^k flt i t  is  tim e  
to  look a t  a n  j f r o r e ly  new  w ay o f doing b u sin ess , b u t  u n ti l  t h a t  p o in t^ H R  2335. 
a n d  b i l ls .Kkant, w ill only tu rn  back th e  clock to  a n  e r a  o f  litig a tio n , h o s n S f r ,  a n d  
c o n tin u e ^ m v iro n m e n ta l  decline. We c a n  en d eav o r to fin d  b e t te r  w ays to  gvJN rata  
hy d ro p g ^ g r  a n d  n ew  sources o f energy  b u t  w e c a n n o t b r in g J b a p h j!2 ^ ^ ^ _ g P ^ J

M r .  S h a d e g g . T h a n k  y o u .  A n d  F d  l i k e  t o  c o m p l i m e n t  o a c b  o f  t h e  
w i t n e s s e s  s o  f a r  f o r  s t a y i n g  q u i t e  c l o s e  t o  t h e  t i m e l i n e .  M r .  G r i m m ?

STATEMENT OF ROBERT S. GRIMM
M r .  G r i m m . T h a n k  y o u ,  M r .  C h a i r m a n  a n d  m e m b e r s  o f  t h e  s u b ­

c o m m i t t e e .  M y  n a m e  i s  R o b e r t  G r i m m .  I  s e r v e  a s  p r e s i d e n t  o f  A l a s ­
k a  P o w e r  &  T e l e p h o n e  C o m p a n y .  A P & T  i s  a n  i n v e s t o r - o w n e d ,  e m ­
p l o y e e - o w n e d  c o r p o r a t i o n  w h i c h  h a s  b e e n  p r o v i d i n g  p u b l i c  u t i l i t y  
s e r v i c e s  i n  A l a s k a  s i n c e  1 9 5 7 .

W e  c u r r e n t l y  p r o v i d e  s e r v i c e  t o  2 5  d i f f e r e n t  c o m m u n i t i e s  f r o m  
a b o v e  t h e  A r c t i c  C i r c l e  t o  t h e  v e r y  s o u t h e r n  p o r t i o n s  o f  A l a s k a .  
M o a t  o f  t h e s e  c o m m u n i t i e s  a r e  v e r y  s m a l l  a n d  d u e  t o  l a c k  o f  i n f r a ­
s t r u c t u r e ,  h a v e  i s o l a t e d  e l e c t r i c  s y s t e m s  u t i l i z i n g  s m a l l  d i e s e l  e l e c ­
t r i c  g e n e r a t i n g  u n i t s  t h a t  u s e ' f o s s i l  f u e l .

I n  a d d i t i o n  t o  r e p r e s e n t i n g  m y  o w n  c o m p a n y ,  I ’m  s p e a k i n g  t o d a y  
o n  b e h a l f  o f  A l a s k a ’s  e l e c t r i c  u t i l i t y  i n d u s t r y  t h r o u g h  o u r  s t a t e w i d e  
a s s o c i a t i o n  k n o w n  a s  A R E C A . W e  s t r o n g l y  s u p p o r t  S .  4 2 2  f o r  t h e  
r e a s o n s  I  w o u l d  l i k e  t o  o u t l i n e ,  u s i n g  m y  u t i l i t y  e x p e r i e n c e  a s  a n  
e x a m p l e ,  b u t  e m p h a s i z i n g  t h a t  m a n y  o t h e r  c o m p a n i e s  i n  A l a s k a  
h a v e  s i m i l a r  e x p e r i e n c e s .

O n e  o f  t h e  s o l u t i o n s  t o  f o s s i l  f u e l  g e n e r a t i o n  i n  t h e s e  r e m o t e  
a r e a s  i s  t h e  d e v e l o p m e n t  o f  s m a l l  h y d r o  t o  p r o v i d e  a  r e n e w a b l e  a n d  
n o n p o l l u t i n g  s o u r c e  o f  e n e r g y .  W e  a t  A P & T  b e g a n  t h e  p r o g r a m  t o

8 6

a u t h o r i z i n g  t h e  p r o j e c t  w i t h  a  c a p a c i t y  o f  4 . 5  m e g a w a t t s .  T h e
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p r o j e c t  w a s  c o m p l e t e d  a n d  b e g a n  c o m m e r c i a l  o p e r a t i o n  i n  1 9 9 5 . 
T l i e  p e r m i t t i n g  a n d  l i c e n s i n g  p r o c e s s  t o o k  7  y e a r s  a n d  c o s t  $ 1 .2  
m i l l i o n .  T h e  a c t u a l  c o n s t r u c t i o n  t o o k  1  y e a r  a n d  c o s t  $ 1 0  m i l l i o n .  
I t ' s  i n t e r e s t i n g  to  n o t e  t h a t  t h e  l i c e n s i n g  c o B t a n d  p e r m i t t i n g  c o s t  
e x c e e d  t h e  i n s t a l l e d  c o s t  o f  e q u i v a l e n t  d i e s e l  e l e c t r i c  g e n e r a t i n g  
u n i t s .

T h i s  i s  n o t  j u s t  a  b a d  e x a m p l e  o r  a n  a n e c d o t a l  t h i n g .  W e  a l s o  
h a v e  a n o t n e r  p r o j e c t  i n  S k a g w a y ,  A l a s k a  w i t h  a  c a p a c i t y  o f  4  
m e g a w a t t s .  I t ' s  a t  G o a t  L a k e ,  w h i c h  i s  n e a r  S k a g w a y .  F i l e d  f o r  t h e
E r e l i m i n a r y  p e r m i t  i n  1 9 9  L  I n  1 9 9 4  a  l i c e n s e  a p p l i c a t i o n .  G o t  t h e  

c e n s e  I n  1 9 9 6 .  T o o k  o v e r  5  y e a r s  a n d  c o s t  o v e r  $ 1  m i l l i o n .  T h e  
p r o j e c t  w a s  c o m p l e t e d  i n  t h e  f a l l  o f  1 9 9 8  a t  a  c o s t  o f  $ 1 0  m i l l i o n .

A d d i t i o n a l l y ,  w e  h a v e  a  c o u p l e  o f  o t h e r  p r o j e c t s  t h a t  a r e  c u r -  
r e n t l y  u n d e r  l i c e n s e .  W e 'v e  b e e n  t h r o u g h  a  r e l i c e n s e  i n  o u r  D e w e y  
L a k e  s y s t e m .  H e n c e ,  w e  h a v e  f i r s t - h a n d  e x p e r i e n c e  w i t h  F E R C  
d u r i n g  t h e  l a s t  d e c a d e .  I t  a p p e a r s  t o  u s  t h a t  t h e  l a c k  o f  f l e x i b i l i t y ,  
l a r g e  p r o j e c t ,  s m a l l  p r o j e c t ,  l a r g e  i m p a c t ,  s m a l l  i m p a c t  i n  t h e  F E R C  
r u l e s ,  r e g u l a t i o n s  a n d  r e q u i r e m e n t s  f o r  t h e s e  s m a l l  p r o j e c t s  h a s  
b e e n  t h e  m a j o r  r e a s o n  s o  f e w  h a v e  b e e n  d e v e l o p e d  i n  A l a s k a .  T h u s ,  
w e 'r e  f o r c e d  t o  u s e  f o s s i l  f u e l  i n  t h e s e  r e m o t e  a r e a s ,  w i t h  t h e  s i g ­
n i f i c a n t  i m p a c t s  a s s o c i a t e d  w i t h  f u e l  s t o r a g e ,  f u e l  s p i l l s ;  a i r  e m i s ­
s i o n ,  m o r e  t h a n  o f f s e t  a n y  o f  t h e  a d v e r s e  e f f e c t s  t h a t  h a v e  b e e n  
i d e n t i f i e d  i n  a n y  o f  t h e  p r o j e c t s  t h a t  w e 'v e  a l r e a d y  c o m p l e t e d  o r  
h a v e  c u r r e n t l y  u n d e r  l i c e n s e .  . „.

T h e s e  p r o j e c t s  a r e  v e r y  s i m i l a r  t o  s m a l l  c o m m u n i t y  w a t e r  s y s ­
t e m s  w h i c h  a r e  b e i n g  d e v e l o p e d  i n  A l a s k a  u n d e r  S t a t e  l a w .  S m a l l  
h y d r o p o w e r  i s  a  r e s o u r c e  t h a t  h a s  p r o v e  i t s e l f ,  y e t  t h e  r e g u l a t o r y  
m a z e  c o n t i n u e s  t o  h i n d e r  i t s  d e v e l o p m e n t .  T h o s e  o f  u s  o n  t h e  f r o n t  
l i n e  t r y i n g  t o  i m p l e m e n t  r e n e w a b l e  e n e r g y  p o l i c i e s  a r e  b e w i l d e r e d .  
W i t h  a l l  t h e  b e n e f i t  a s s o c i a t e d  w i t h  t h e  d e v e l o p m e n t  o f  s m a l l  h y ­
d r o p o w e r  w h e n  c o m p a r e d  t o  t h e  c o n t i n u e d  u s e  o f  fo sB il f u e l ,  w h y  
i s  e v e r y b o d y  m a k i n g  i t  s o  h a r d  a n d  d i f f i c u l t  t o  d e v e l o p ?

M y  l a s t  p o i n t  i s  t i d a l  p o w e r .  I n  A l a s k a ,  a  l o t  o f  t h e  c o m m u n i t i e s  
a r e  e i t h e r  o n  c o a s t a l  s i t e s ,  b e c a u s e  t h e r e ' s  n o  r o a d s — v e r y  f e w  
r o a d s  i n  A l a s k a — o r  a l o n g  r i v e r s .  A n d  w e ’v e  l o o k e d  a t  s e v e r a l  d i f ­
f e r e n t  f r e e - f l o w i n g  t u r b i n e s  w h i c h  a r e  e s s e n t i a l l y  a n  a d a p t e d  w i n d ­
m i l l  t y p e  o f  a  t h i n g  t h a t  i s  a c t u a l l y  p u t  i n t o  t h e  w a t e r .  U s e s  t h e —  
c a p t u r e s  t h e  f r e e - f l o w i n g  e n e r g y  o f  t h e  r i v e r  t h a t  m a n y  o f  t h e s e  v i l ­
l a g e s  s i t  b y .

U n f o r t u n a t e l y ,  t h e s e  u n i t s  a r e  v e r y  s m a l l — i n  t h e  n e i g h b o r h o o d  
o f  1 0 0  K W . W e l l ,  b e c a u s e  t h e s e  r i v e r s  a r e  n a v i g a b l e ,  t h a t  w o u l d  
m a k e  a  F E R C  p e r m i t  r e q u i r e d .  S o  w e  w o u l d  b e  l o o k i n g  a t  $ 1  m i l ­
l i o n  o r  m o r e  t o  p e r m i t  a  p r o j e c t  o f  1 0 0  K W  i n  t h e s e  v i l l a g e s  w h e r e  
w e ’r e  n o w  u s i n g — i t  j u s t  m a k e s  s o m e  o f  t h e  a l t e r n a t i v e  e q e r g y  a  
n o n - o p t i o n .

T o  r e i t e r a t e ,  S .  4 4 2  w i l l  n o t  d i m i n i s h  p u b l i c  i n t e r e s t ,  e n v i r o n ­
m e n t a l  o r  c o n s e r v a t i o n  c o n s i d e r a t i o n s  a n d  p r o t e c t i o n  a s  u n d e r  
F E R C .  T h e  b i l l  w i l l  s i m p l y  t r a n s f e r  r e g u l a t o r y  J u r i s d i c t i o n  f r o m  a  
v e r y  d i s t a n t  W a s h i n g t o n ,  D C  t o  o u r  S t a t e  g o v e r n m e n t  i n  J u n e a u .

M y  u n d e r s t a n d i n g  i s  t h a t  b e c a u s e  o f  o u r  s p e c i a l  s i t u a t i o n  i n  
A l a s k a ,  F E R C  d o e s  n o t  o b j e c t  t o  t h e  A l a s k a - o n l y  p r o g r a m  c o n ­
t a i n e d  i n  S .  4 2 2 ,  a n d  t h e  S t a t e  o f  A l a s k a  s u p p o r t s  i t .  T h a n k  y o u .  

[ T h e  p r e p a r e d  s t a t e m e n t  o f  R o b e r t  S .  G r i m m  f o l lo w s : ]
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P r e p a r e d  S t a t e m e n t  o r  R o b e r t  s . G r im m , P r e s id e n t , A l a s k a  P o w e r  &
Telephone Company

My n am e is  R obert S. G rim m . I  serve a s  P re s id e n t o f  A laska  P ow er & T elephone 
C om pany (AP&T). A P& T is  a n  investor-ow ned an d  em ployee-ow ned corpora tion  
w hicn h a s  b een  p rov id ing  public u tility  serv ices in  A la sk a  since  3957. W e c u rre n tly  
provide services to  25 d iffe ren t com m unities from  above th e  A rctic C ircle to  very  
so u th e rn  po rtions o f A laska. M ost o f  th e se  com m unities a re  very  sm all an d , d u e  to  
the  lack  oT In fra s tru c tu re , h a v e  iso la ted  electric  sy stem s u tiliz in g  em ail d iesel elec­
tric  g e n e ra tin g  u n its  th a t  u se  fossil fueL

In  add ition  to  rep re sen tin g  m y ow n com pany, I’m  sp e a k in g  to d ay  on b e h a lf  o f  
A laska’s  e lectric  u til i ty  in d u s try , th ro u g h  o u r  s ta tew id e  associa tion  know n a s  
ARECA, W e s tro n g ly  su p p o rt S .422 for reaso n s I  w ould lik e  to  ou tline , u s in g  m y 
u tility 's  experience a s ’ a n  exam ple, b u t  em p h asiz in g  th a t  m a n y  o th e r o f  o u r  ru ra l  
u tilitie s  have s im ila r experiences.

O ne o f th e  so lu tions to  fossil fu e l g en era tio n  in  th e se  rem o te  a re a s  is  th e  develop­
m en t of em ail hydroelectric  p ro jects to  provide a  renew able  andnon-p o llu tin g  source 
o f energy. W e a t  A P& T  beg an  a  p rogram  to id en tify  a n d  develop cost-effective 
p ro jects in  1984.

In J u ly  1987 we app lied  to  th e  F e d e ra l E nergy  R eg u la to ry  C om m ission (FERC) 
for a  p re lim in ary  p e rm it fo r th e  Black  Bea r  t a k e  P ro jec t on P rin ce  o f  W ales Is lan d  
in  S o u th eas t A laska. In  J u n e  1988, F E R C  issu ed  a  p re lim in a ry  p e rm it fo r a  te rm  
o f 36 m onths. D u rin g  th is  period ; a s  evidenced by p ro g ress  rep o rts  filed  w ith  th e  
agency,; AP& T sp e n t a  considerab le  a m o u n t o f  tim e  a n d  effort co n su ltin g  w ith  th e  
agencies. In  M ay  1991, w.e filed o u r  license application . In  N ovem ber 1993, FE R C  
issued  tho license au th o riz in g  th e  pro ject w ith  a  capacity  o f  4 .5  MW. T h e  pro ject 
w as com pleted a n d  b eg an  com m ercial opera tion  on  A u g u st 28, 1995. T h e  p e rm ittin g  
an d  licensing p h ase  took seven  y e a rs  a n d  cost n ea rly  $ L 2  m illion . T he a c tu a l con­
s tru c tio n  took one y e a r  an d  cost $10 m illion . I t  is  in te re s tin g  to  n o te  th a t  th e  p e r­
m ittin g  costs alone a lm o st exceed th e  in s ta lled  cost o f e q u iv a len t d iesel e lectric  g en ­
e ra tin g  un its . I  w ould  Uke to  p o in t o u t th a t  th is  p ro jec t w as  funded  en tire ly  from  
p riv a te  funds.

A nother, o f  o u r projects is  located  n e a r  Skagw ay, A la sk a  an d  h a s  a  capacity  o f 4 
MW. T he p ro ject is  ca lled  th e  G o a t L ak e’ H ydropow er. We filed  fo r a  FE R C  p re lim i­
n a ry  p e rm it m  J a n u a ry  1991 a n d  th e  FE R C  issued  th a t  p e rm it in  J u n e  1991. In  
M ay 1994, w e  filed o u r  license  ap p lica tion  an d  FE R C  issu ed  th e  license in  Ju ly  
1996. T he p e rm ittin g  a n d  licensing  p rocess took over five y ea rs  a n d  cost u s  
$1,043,100. T h e  p ro jec t w aa com pleted in  th e  fall o f  1998 a t  a  co st o f ab o u t $10  m il­
lion. A gain, th is  p ro ject w as funded  en tire ly  w ith  p riv a te  ftm ds.

A n o th e r sm a ll H ydroelectric p ro jec t, W olf L ake , Is a lso  located  on  P rin c e  o f  W ales 
Island , an d  h as  a  cap ac ity  o f  a b o u t 2 MW. T h e  p re lim in a ry  p e rm it w as issu ed  by 
th e  FE R C  in  A pril 1995. W e fu lfilled  o u r  ob ligations u n d e r  th e  p e rm it a n d  filed o u r 
license app lication  M arch  2 7 ,.1 9 9 8 . W e a re  s till aw a itin g  a  F E R C  license. T h is 
p ro jec t w ould h av e  b een  a lre a d y  p e rm itte d  a n d  u n d e r  co n stru c tio n  i f  th e  proposed 
leg isla tion  before you  h ad  been  in  p lace  five y e a rs  ago.

A dditionally , a s  p a r t  o f  th e  U p p e r L ynn C an a l Regional E n e rg y  P lan , we a re  w a it­
in g  fo r FE R C  licensing  fo r a  3 M W  p ro jec t located  on K&sidaya C reek  n o rth  o f  J u ­
n e a u  n e a r  Skagw ay a n d  H a in e s  in  S o u th e a s t A laska . W e filed fo r o u r p re lim in ary  
p e rm it in  J u ly  1996 a n d  F E R C  issu ed  th e  p e rm it in  N ovem ber 1996. W e th e n  fol­
lowed a n  A pplican t P re p a re d  E n v iro n m e n ta l A ssessm en t P rocess. T h a t  p rocess took 
th re e  y ea rs , a n d  w e ap p lied  fbr th e  license la s t  O ctober.

In  ad d itio n , w e h a v e  h a d  th e  o p p o rtu n ity  to  re-license  a n d  a m e n d  o u r  1 MW  
pro ject for D ew ey L ak es F E R C  P ro tec t No. 1051 a t  Skagw ay, A laska .

H ence, we h av e  h a d  ex ten s iv e  f irs t  h a n d  experience w ith  F E R C  d u rin g  th e  la s t  
decade. I t  ap p e a rs  to  u s  th a t  th e  h e k  Of flexibility  (i.e. la rg e  im p ac t vs. sm a ll im ­
p ac t) in  th e  FE R C  ru les , reg u la tio n s , an d  req u irem en ts  fo r th e se  sm all p ro jec ts  h a s  
been  th e  m a jo r reaso n  th a t  so  few  h av e  been  developed In  A laska .

T he con tinued  u se  o f  fossil fuel g en e ra tio n  in  th e se  le m o te  a re a s  a n d  th e  signifi­
c a n t im p acts  associated  w ith  ftiel s to rag e  a n d  a i r  e m k iio n *  m ore  th a n  offset th e  
m ino r im p acts  o f  th e se  h y d ro e lec tric  projects. T h ese  p rq jev ts do n o t  h a v e  la rg e  d am s 
th a t  c o n stric t free-flow ing r iv e rs . T h ese  prqject* a r e  very  r im fln r to  th e  sm all-com ­
m u n ity  w a te r  system  a b e ing  developed in  A la sk a  u n d e r  s ta te  law .

As you  a r e  aw are , th e  en v iro n m en ta l costa assoc ia ted  w ith  th e  con tinued  u se  of 
fossil ftiels a re  s ig n if ic a n t O n e  a u th o r ity  h a s  a tte m p te d  to  e s tim a te  th e  ‘b o tto m  
lin e ” cost o f  fossil fuel*. Inc luded  in  th is  a sse ssm e n t w ere  h e a l th  costs, d am ag e  to  
w a te r  resources, t r e a tm e n t costs  n ecessa ry  to  co u n te rac t th e  ad v e rse  effect o f  fossil 
fue l u se  on  food su p p lies , w a te r  resou rces, c lim ate , an d  h e a lth . T h ese  costs, w hen  
tab u la ted , eq u a l 3.35 ce n ts  p e r  k ilo w att-h o u r o f  'basil fiiel energy . E v en  th is  a ssess-
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m e a t  does no t include th o  en v iro n m en ta l coats o f  c lean in g  u p  co n tam in a ted  fossil 
fue l s to rage  sites, w hich in  r u r a l  A lask a  a lo n e  la  & t$0Q m illion d o lla r  p rob lem  w a it­
in g  to  be addressed . T hese facts a n  u n d e rs to o d  a n d  w idely  accepted.

S m all hydropow er h r A la sk a  ' i s  a  re so u rce  t h a t  h a s  proven  itself) y e t  th e  regu­
la to ry  m aze continues to  h in d e r  i t s  d e v e lo p m e n t T h o se  o f u s  on th e  f ro n t lin e  try in g  
to  im p lem en t renew able en e rg y  polic ies a r e  b ew ild e red . W ith  a ll o f -th e  b en e fits  a s ­
sociated  w ith  th e  developm ent o f  sm a ll  h y d ro p o w er w h e n  com pared  to  th e  co n tin u ed  
u se  o f foesil fiihls, w hy is  i t  t h a t  sm a ll h y d ro  is so  d ifficu lt to  develop?

T h e  proposed leg isla tion  w ill p ro v id e  u s  s ig n if ic a n t re g u la to ry  re lie f  from  th e  
h a rd sh ip  w e a re  now  e n co u n te rin g  w hen ' try in g  to  d isp lace  fossil fuel g e n e ra tio n  
w ith  a  proven  renew able a n d  n o n -p o llu tin g  re so u rc e . T h a t  re lie f  t r a n s la te s  in to  do l­
l a r s  a n a  tim e  saving?. ____

You m ay  h e a r  how  F E R C  reg u la tio n s  c o n ta in  sh o rtc u ts  to  b e  u sed  b y  sm a lle r  
p ro jec ts  a n d  how  the. A p p lican t P re p a re d  E n v iro n m e n ta l A ssessm en t can  d e liv e r  a 
FE R C  license in  a  sh o rte r  tim e  period . W e h a v e  h a d  d ire c t experience w ith  th e se  
sh o rtcu ts  an d  h a v e  found th e m  to  be  la rg e ly  Ineffective. W hile w e  a p p re c ia te  th e  
in te n t  a n d  efforts o f  in d iv idua l F E R C  staff) th e  A p p lic a n t P re p a re d  E n v iro n m e n ta l 
A ssessm en t process sim ply  h a s  n o t  sav ed  ud  tim e  o r  m oney.

A  m ajor underly ing  prob lem  is th e  dfffiirion  o f  hyd ropow er ov ersig h t th a t  once 
w ad esduaively  F E E u 's . O v er th e  y e a n  F E R C ’s  o v e ra ll au th o rity  u n d e r  th e  F e d e ra l 
P o w er A c t h a s  been  eroded b y  co u rt decisions a n d  leg is la tiv e  in itia tiv e s  g iv in g  m u l­
tip le  s ta te  and  federal agencies a u th o r i ty  over v a r io u s  a sp ec ts  o f  th e  lic en s in g  p roc­
ess, T he process h a s  become very  in e ffic ien t a n d  co n fro n ta tio n a l a n d  re s u l ts  in  very  
lo n g  licensing tim e  perio d s a n d  a d d itio n a l costs. M a n y  sm a ll h y d r  .p o w er p ro jects 
elm ply  can n o t afford th e se  costs.

M y la s t p o in t la  tid a l pow er. C u rre n tly  w e  believe  t h a t  sm all t id a l o r free  flow ing 
hydropow er p la n ts  p laced u p o n  n av ig ab le  w a te rs  w ill b e  su b jec t to  th e  ju r isd ic tio n  
c f  FERC. In  A laska th is  techno logy  m a y  h a v e  p ro m ise  fo r m an y  sm all co as ta l o r  
riv e rs id e  villages. H ow ever, th e  coat a n d  tim e  re q u ire d  fo r  a  F E R C  licen se  m a k e  
th is  technology a  non-option fo r am all-acale  d e v e lo p m e n t 

S .422 recognizes the  specia l c ircu m stan ces  t h a t  e x is t  in  ru ra l  A laska: v e ry  sm all 
com m unities, rem ote rite s , no in te r s ta te  (o r fo r tire  m o s t p a r t  in tra s ta te )  p o w er g rid , 
s tan d -a lo n e  generation  th a t  is  la rg e ly  d iese l, l im ite d  local financia l re so u rces  a n d  
m u c h  undovtloped sm all h y d ro e lec tric  p o te n t ia l  H ence , S .422 w ould  g re a tly  facili­
ta te  tb s  developm ent o f A la sk a 's  sm a ll  h y d ro  p o te n tia l  b y  rem ov ing  reg u la to ry  o v e r­
la y  while s till req u irin g  a p p lic a n ts  to  rece iv e  a p p ro v a ls  from  a ll o th e r  local, s ta te  
a n d  federal agencies.

T o  r s ite n u a , S .422 w ill n o t  riim ininh p u b lic  in te r e s t ,  en v iro n m en ta l o r  co n serv a­
tio n  cm ui dera tions an d  p ro tec tio n s  a s  u n d e r  F E R C . T ho b ill w ill s im p ly  tr a n s fe r  
reg u la to ry  ju risd ic tio n  from  a  very  d is ta n t  W a sh in g to n , D.C. to  o u r s ta te  g overn ­
m e n t  in  Ju n e a u . T h is ju r isd ic tio n a l t r a n s f e r  w o u ld  o n ly  occur u p o n  su b m issio n  b y  
th e  A laska  governor o f a  s ta te  re g u la to ry  p ro g ra m  a n d  th e  ap p rova l o f t h a t  p ro g ram  
b y  FE R C  a f te r  consu lta tion  w ith  th e  s e c re ta r ie s  o f  th e  In te rio r , A g ricu ltu re  a n d  
Com m erce. M y u n d e rs ta n d in g  is  th a t ,  b ecau se  o f  o u r  sp ec ia l s itu a tio n , F E R C  does 
n o t  object to  th e  A laska-on ly  p ro g ra m  c o n ta in e d  in  S .422 , a n d  th e  S ta te  o f  A la sk a  
su p p o rta  I t  '

W e a sk  fo r your su p p o rt a n d  p a s sa g e  o f 9 ,422 . 1 w ill g lad ly  resp o n d  to  a n y  q u es­
tio n s.

T h a n k  y o u  for th is  opp o rtu n ity .

M r .  S h a d e g G . M r .  G r i m m ,  t h a n k  y o u  v e r y  m u c h  f o r  y o u r  t e s t i ­
m o n y .  M r .  D a v i d  P i p e r .

hgpnhg imd  t h e  c o u r t e s i e s  t h a t  h a v e  b e e n  e x t e n d e d  to  u s  i n  t h i s  
^ ^ J f r o c e s s  0 7 e r  t h e  l a s t  p e r i o d  o f  w e e k s  a n d  m o n t h s .  I ’d  l i k e  t o  s u b m i t

/o
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By Robert S. Grimm, President 
Alaska Power & Telephone Company 

March, 1999

I believe that sustainable development is a goal that we, as the most advanced species on 
earth, will need to adhere to in the future as the demands o f our advancing civilization 
continue to place stresses on our natural environment. The Brundtland Commission over ten 
years ago proposal the following definition: development is sustainable i f  it meets the needs 
o f  the present generation without diminishing the ability o f  future generation,1: to meet their 
own need?.' The Southeast Alaska Conservation Council also has a definition: It is 
renewable, it is equitable, and it is digestible2.

The global population lias tripled in this century. Biomass and food consumption has reached 
40 percent o f the entire land-based output of photosynthesis. No one is sure if man can 
continue to increase this number. Fossil and mineral resource consumption is dcplct-ng 
stocks in hundreds of years that look tens of thousands, or millions, o f years to accumulate5. 
This consumption is now affecting the air we breathe and all aspects of the environment o f 
earth.

It occurs to me that any type of renewable resource that can be utilized by mankind should be 
encouraged and made a priority by the policy makers. This is especially true when the use of 
that resource has side benefits that not only reduce the depletion of the non-renewable 
resource, but also reduce the other negative aspects o f consuming the non-rcncwablc, such as 
air or water pollution. Another side benefit is the cost to society o f transporting a resource 
from where it is manufactured or extracted to the point where it is consumed.

It would appear that small hydro development in Alaska meets many, if not all, o f  the 
requirements o f sustainable development. I lowcvcr, this message has not yet filtered down to 
the regulators that currently use an adverse and burdensome process when licensing and 
permitting small hydroelectric facilities. This is true not only in Alaska but in the rest of the 
nation also.

Alaska Power & Telephone Company has been active in the development o f small 
hydroelectric projects throughout southeast Alaska. Wc began in 1995 with the development 
o f the Black Bear Hydroelectric Project near KJawock on Prince of Wales Island, and just 
completed the Goat Lake I lydroelectric Project near Skagway during 1998. In addition, we 
were able to interconnect Haines and Skagway using a high voltage submarine cable, making 
both communities energy independent of fossil fuels. Both of these projects took many years 
to move though the permitting process: eight years at BBL and seven years ut Goat Lake. The 
cost was huge when compared to the population of the communities served and the continued 
use o f fossil fuels (diesel). Just the permitting cost for both projects totaled over 2 million 
dollars, all o f which will be collected by rates from the local customers. This cost is 
disproportionate when compared to both the size o f  the project, the energy output, and the 
now known impacts that the project had upon the environment and resources o f the area.

/ /
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I am convinced that sustainable development is part o f the solution, not part o f  the problem, 
ft, along with other policies, will allow us as global citizens to insure that the planet earth wc 
leave behind is heller than the one we found at our birth. I believe further that the vast 
hydroelectric resources available to us in southeast Alaska, together with electrical 
transmission facilities, will allow us to displace fossil fuel energy generation completely. 
Since we have been given this gift, it is our responsibility to make sure it is utilized, as there 
are many places on earth that are not us fortunate.

'fhc current decision making process, current regulations, and adverse regulatory environment 
are too expensive and too much o f a burden upon our customers. Why this is, I do not know. 
Perhaps the process has become tainted by historical hydropower impacts that are easily 
avoided with today's technology and knowledge. What I do know is that change needs to 
occur. The overall value o f renewable resources and encouragement o f sustainable 
development needs to he recognized in today's regulatory environment. Hopefully, this will 
lower the current costs and efforts o f licensing and permitting small hydroelectric projects to 
acceptable levels.

Our goal is to enter into discussions to change the process, allowing us as a civilization to 
authorize construction of renewable small hydroelectric projects in a manner that protects the 
environment and allows the benefits of the project to be captured by several, if  not all, future 
generations. This wouid allow the development o f these projects in a cost-effective manner so 
that present and future residents o f Alaska do not need to consume a disproportionate amount
o f their limited resources to develop projects responsibly.

••

Now that you (person, agency, or group) understand that we are serious and willing to work 
toward a solution, are you willing to do the same? One of the major issues that must be 
addressed is the policy or goals of each o f the agencies that go about their respective duties 
without any overview or serious policy guidance in regards to how to balance the overall 
benefits (direct, as well as indirect) o f appropriate development. These benefits must be 
weighed against the impacts that inevitably come with any development,

l'"or example, currently an agency charged with the protection offish might, in its zeal to 
fulfill its mission, place conditions upon a small hydroelectric project that renders the project 
uneconomical and /or impracticable from an operational standpoint. This results in the small 
hydro being abandoned or developed in a manner that does not utilize the water resource to its 
fullest extent. Their actions might preserve some habitat, but in some cases the habitat is 
marginal at best They may truly believe that they fulfilled their responsibility to the public 
by their actions and take pride in their actions, but I believe thov have missed the pointl

In reality they have inadvertently made the world worse, not better. They have made a policy 
decision that reaches far beyond their agency mission. Yes, they have preserved some habitat 
and a few fish, but in the process they have denied the world the use, for generations to come, 
o f non-polluting and renewable resource waterpower. Because this energy is; not available, 
another energy source must be used to meet energy demands. In the foreseeable future this 
energy will be produced with fossil fuels. As discussed above, fossil fuels rely upon non- 
rcncwablc stocks that took nature millions o f  years to create, yet man depletes in mere 
hundreds ol’years. Tossil fuels already pollute ihe uir1 aud contribute to the C02

* The fossil fueled generators now used In Alaska produce emissions of about 1.59 pounds per kW-lir. O ver a 
50* year license tenn of a.small hydroelectric even a small 5-megHwatl diesel plant produces 1,741,050 tons of

n
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concentrations that are a major contribution factor to the international concerns o f global 
warming.

This is why the process must be changed. A balancing process must be achieved that views 
any proposed development in a holistic manner. This insures that the concerns, mandatory 
conditions and recommendations of one group11 representing only their nurrow interests or 
mission is balanced when viewed from a globally sustainable basis. The first step is for all of 
us involved in (he water resource decisions, to recognize that this balancing must occur and to 
personally and professionally take responsibility to see that it does occur.

Remember (he old bumper sticker, “ Think GIobally-Act Locally”.

Thank you for the opportunity to share my thoughts.

1 Bruntlnnd Commission, World Commission on Environment and Development, Our Com m it Future, Oxford 
University Press, Oxford, 1987.
2 Southeast Alaska Conservation Council httnWwww.seacc.org/naGes/SUSTAFN.IITM. It is renewable. It uses 
resources no faster thun they cun be replenished. In general, natural capital is conserved rather tlmn depleted. It is 
equitable. It Is equitable among people and across generations. The fiiture is not sacrificed for the present. It is 
digestible. The by-products of production are re-usable, recyclable, or biodegradable.
3 William C. Clark, at 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 what it did in 1850. World trade 
has increased more than 20-lbld over the last century; energy use more than 100-fold, This increasing magnitude 
of human uclivity lias 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 nutions—witness the concern for acid deposition in F.uropc 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-—witness the 
feedback eraiog energy .r:.! :rop production, deforestation and climate change that are evident in studies ol'lhe 
atmospheric greenhouse effect. Vvliat once was a relatively well-behaved world of smooth and predictable trends 
Increasingly reveals a propensity for abrupt and unexpected change—witness the surprise and consternation of 
scientists and people nlike confronted with the appearance of the Antarctic ozone hole.

emissions into the atmosphere that surrounds earth. Ten years ago the Rxxon Valdez spilled almost eleven 
million gallons Into Prince Williams Sound, The total weight of the oil spilled was 40,700 tons. Ibe Valdez spill 
represents only 2% of the weight created by the operation ol'u small fossil fuel generator (hut can be replaced by 
non-polluting, renewuble small hydro. Emission dalu from AP-42, Section .3.4, Environmental Protection 
Agency.
11 Those groups include project developers, as well as agencies, speclnl Interesr, nnd the general public.
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