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Exxon Valdez Oil Spill Trustee Council

645 G Street, Suite 401, Anchorage, AK 99501-3451 907/278-8012 fax:907/276-7178

MEMORANDUM R
TO: Trustee Council
FROM: MOHY‘W
Execu ector
DATE: April 24, 2001
RE: FY 2000 Audit

Attached is your copy of the FY 2000 external audit. Consistent with the previous
years, the audit included a review of the internal control structure used to administer
the Trust Funds and a review of the financial statements.

The document titled EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL, Internal
Control and Operation Comments, February 9, 2001, is often referred to as the
management letter. The management letter summarizes the auditor's comments and
suggestions regarding opportunities to strengthen internal controls and operate more
efficiently. Incorporated in the document are responses from the agencies which
received comments.

The document titled EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL TRUST FUNDS
FINANCIAL STATEMENTS and SUPPLEMENTARY RESTORATION PROJECTS
INFORMATION, Fiscal Year Ended September 30, 2000, TOGETHER WITH
INDEPENDENT AUDITORS’ REPORYT, is often referred to as the financial statements.
This document is organized into three sections. The first section is a presentation of
the cash balance associated with the individual Trust Funds. The second section is
organized by agency and includes the Schedule of Expenditures and Obligations (by
project) — Budget to Actual, for the Fiscal Year ending September 30, 2000. The third
section includes the Independent Auditors’ Report on Compliance and Internal Control.

If you have any questions regarding the external audit, please do not hesitate to give
me a call.

cc.  Agency Liaisons

Federal Trustees State Trustees
U.S. Department of the Interior Alaska Department of Fish and Game
U.S. Department of Agriculture Alaska Department of Environmental Conservation
Natinnal Nraanic and Atmnenharic Adminictratinn Alacka Denartment af | aw




o |

e (R e A e (R =

T &
ELGEE, REHFELD & FUNK,L.c /

Certified Public Accountants \___________,/




EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL

Internal Control and Operating Comments

February 9, 2001
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ELGEE REHFEL & F UNK LLC,

Certified Publzc Accountants™

9309 Glacier Highway, Suite B-200 - Juneau, Alaska 99801
Phone: 907-789-3178 - FAX: 907-789-7128

February 9, 2001

Members, Exxon Valdez Oil Spill Trustee Council,
Anchorage, Alaska:

Dear Members:

In planning and performing our audit of the financial statements of the Exxon Valdez Oil Spill Trustee Council Trust
Funds as of and for the year ended September 30, 2000, we considered the internal control structure used to
administer the Trust Funds and used to expend funds related to restoration projects conducted by the Federal and
State Trustee Agencies. This was done in order to determine our auditing procedures for the purpose of expressing
an opinion on the financial statements and not to provide assurance on the internal control structure. We have not
considered the internal control structure since the date of our report.

However, during our audit we noted certain matters that are opportunities for strengthening internal controls and
operating efficiency. The memorandum that accompanies this letter summarizes our comments and suggestions
regarding those matters. This letter does not affect our report dated February 9, 2001, on the financial statements of
the Exxon Valdez Oil Spill Trustee Council, Trust Funds. Following our comments, we have listed our internal
control and operating comments identified during our fiscal 1999 audit and the status of those comments as of our
current year audit.

We have organized our comments by Trustee Agency. Those comments that relate to all Trustee Agencies or to
other matters that came to our attention precede the individual Trustee Agency comments.

We will review the status of these comments during our next audit engagement. We have already discussed these
comments and suggestions with appropriate personnel, and will be pleased to discuss them in further detail at your
convenience, to perform any additional study of these matters, or to assist you in implementing the
recommendations.

We would also like to thank Molly McCammon, Debbie Hennigh and the members of the Federal and State Trustee
Agencies with whom we worked for their assistance during the audit. They worked very intently to ensure that the
audit was completed as smoothly and as efficiently as possible.

G ft ) of fek, EE&

Sincerely,
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UNITED STATES DEPARTMENT OF INTERIOR, OFFICE OF THE SECRETARY

Use of Project Management Funds

Finding-

Project #00100, Public Information, Science Management and Administration, provides overall support for science
management, public involvement and administration of the restoration program through the Restoration Office.
This includes funding support for public involvement efforts and support for Trustee agency participation in the
restoration program. At the United State Fish and Wildlife Service Project #00100 funds are budgeted by the
Trustee Council for a Restoration Work Force Liaison. At other Trustee Agencies, the person budgeted to this
position is actively involved in restoration activities of the Agency in support of the goals of the Trustee Council
and is the person with whom we have predominant contact. At FWS it appears that this function is performed
principally by Kent Wohl, Chief, Branch of Non Game Migratory Bird. Kent provides oversight of projects at
FWS and performs other functions we expect of a liasion. FWS used the project #00100 funds, however, to fund
the personnel costs of another individual at FWS who does not appear to perform the duties expected of a
Liasion.

Recommendation —

We recommend that FWS consider redirecting future Liasion funding to the individual or individuals who perform
project management.

Return Unspent Funds from Prior Year Projects

Finding —

The Trustee Council Agencies are required by the Trustee Council’s Operating Procedures (OPs) to return all
unspent funds from prior year projects to NRDA&R. It does not appear that all unspent / unobllgated funds have
been returned for fiscal year 1999,

Recommendation -

We recommend that DOI-O/S investigate its prior year EVOS projects and determine whether funds exist that
should be returned to NRDA&R. Unspent or unobligated Project funding should be identified, reported to the
Restoration Office and returned to NRDA&R.

UNITED STATES DEPARTMENT OF INTERIOR, FISH AND WILDLIFE SERVICE

Unallowable Direct Project Costs

Finding-

During our audit of Project #00159, Surveys to Monitor Marine Bird Abundance in Prince William Sound During
Winter and Summer 2000, and Project #00163R, Marbled Murrelets Distribution and Productivity Relative to
Forage Fish and Other Environmental Factors in Prince William Sound, we noted that bonuses and ‘on-the-
spot’ awards were awarded to several PI’s and project personnel in the amount of $7,500, with corresponding
general administration (GA) of $1,100. The OPs require that authorization to expend personal services shall be
consistent with the budgets approved by the Trustee Council (DPD). Those procedures also require that costs
attributable to a project must be necessary and reasonable. From reviewing the DPD for these projects, no
apparent provision was made for the payment of award bonuses. Although the bonuses were paid in accordance
with DOI-FWS policy, they do not pass the ‘necessary cost’ test of project expenditures.
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Recommendation —

We recommend that the Resoration Office determine whether the questioned costs should be disallowed and
returned to NRDA&R. In addition, we recommend the Trustee Council set a policy or modify the current OPs to
allow bonuses under appropriate circumstances.

Compliance With Annual Reporting Requirements

Finding —

The OPs establish a close-out period and stipulate that by January 31 ® of each year, Agencies will report to the
Executive Director the total expended for each project, plus any obligations relating to the fiscal year just ended.
During the current year audit, we noted that FWS did not complete the close-out process prior to December 31,
As such, the agencies were unable to report on expenditures and obligations by January 31%,

Recommendation -

We recommend that FWS continue to be aware of the deadline for submitting project expenditures and obhganons
and structure their internal policies and procedures to comply with this requirement.

Return Unspent Funds From Prior Year Projects

-Finding —

The Trustee Council Agencies are required by the OPs to return all unspent funds from prlor year projects to
NRDA&R. It does not appear that all unspent or unobligated funds have been returned for fiscal 1999.

Recommendation -

We recommend that FWS investigate its prior year EVOS projects and determine whether funds exist that should be
returned to NRDA&R. Unspent or uncbligated Project funding should be identified, reported to the Restoration
Office and returned to NRDA&R.

UNITED STATES DEPARTMENT OF INTERIOR, UNITED STATES GEOLOGICAL
SURVEY

Return Unspent Funds From Prior Year Projects

Finding —
The Trustee Council Agencies are required by the OPs to return all unspent funds from prior year projects to
NRDA&R. It does not appear that all unspent or unobligated funds have been returned for fiscal 1999.

Recommendation -

We recommend that USGS investigate its prior year EVOS projects and determine whether funds exist that should
be returned to NRDA&R. Unspent or unobligated Project funding should be identified, reported to the
Restoration Office and returned to NRDA&R.

UNITED STATES DEPARTMENT OF INTERIOR, NATIONAL PARK SERVICE

We have no comments with respect to the United States Department of Interior, National Park Service.
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UNITED STATES DEPARTMENT OF COMMERCE, NATIONAL OCEANIC AND
ATMOSPHERIC ADMINISTRATION

Unallowable Direct Project Costs

Finding - :

During our audit of Project #00454 Evidence and Consequences of Persistent Oil Contamination in Pink Salmon
Natal Habitats, we noted a contract with Tal Air for flights to take place in FY01. This was done to get a new
project underway for FYO1 that had not yet received funds using FY0O0 funds from a project that had funds
remaining. The OPs require that authorization to expend funds shall be consistent with the budgets approved by
the Trustee Council (DPD). Those procedures also require that costs attributable to a project must be incurred
within the fiscal year beginning October 1* and ending September 30™ unless the Trustee Council has approved
a different fiscal year. Expenditures for this contract are clearly outside the Operating Procedures for funds
approved for Project #00454 by the Trustee Council. The total questioned costs for this contract, along with the
associated GA is $10,786.

Recommendation — .
We recommend that the Restoration Office determine whether the questioned costs should be disallowed and
returned to NRDA&R.

Improve Monitoring of General Administration Costs

Finding -

The OPs allow for restoration project budgets to include costs related to general administration of the projects.
Theegeneral administration funds are intended to reimburse the Trustee Agencies for indirect costs such as office
space, office utilities, fixed telephone charges and all normal agency services for administering the projects. The
general administration budgets are calculated based on a percentage of direct project costs — 15 percent of each
project’s direct personnel cost, and 7 percent of the first $250,000 of each project’s contract cost, plus 2 percent
of contract cost in excess of $250,000. During our audit, we noted that GA portion of each project’s budget is
separated in NOAA’s accounting system. This enables it to be monitored as projects are expended. Due to
personnel turnover, the monitoring of the recoverable GA didn’t take place, resulting in GA being recovered in
excess of the allowable amount based on actual direct project spending. As a result NOAA recovered GA of
$21,162 in excess of the allowable amount.

Recommendation —

We recommend that the costs in excess of amounts allowable by the OPs be returned to NRDA&R. In addition, we
recommend that NOAA personnel monitor the actual direct projects spending and calculate the allowable GA
periodically to ensure the recovered amount is within the amount permissible by the OP’s.

Return Unspent Funds From Prior Year Projects

Finding —
The Trustee Council Agencies are required by the OPs to return all unspent funds from prior year projects to
NRDA&R. It does not appear that all unspent or unobligated funds have been returned for fiscal 1999,

Recommendation -

We recommend that NOAA investigate its prior year EVOS projects and determine whether funds exist that should
be returned to NRDA&R. Unspent or unobligated Project funding should be identified, reported to the
Restoration Office and returned to NRDA&R.
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Compliance With Annual Reporting Requirements

Finding —

The OPs establish a close-out period and stipulate that by January 31st of each year, Agencies will report to the
Executive Director the total expended for each project, plus any obligations relating to the fiscal year just énded.
During the current year audit, we noted that NOAA did not complete the close-out process prior to December

31*, As such, the agencies were unable to report on expenditures and obligations by January 31%.

Recommendation -
We recommend that NOAA continue to be aware of the deadline for submitting project expenditures and
obligations, and structure their internal policies and procedures to comply with this requirement.

UNITED STATES DEPARTMENT OF AGRICULTURE, UNITED STATES FOREST
SERVICE

Provide Ouarter]v Project Reports

Finding -

The OPs establish a close-out period and stipulate that by January 31" of each year, Agencies will report to the
Executive Director the total expended for each project, plus any obligations relating to the fiscal year just ended.
During fiscal 2000, the United States Forest Service (USFS) did not provide a quarterly project status report for
the fourth quarter to the Restoration Office as required by the OPs. In August 2000 the USFS’s accounting
system had problems sufficient enough that reliable actual expenditure and obligation reports were not available
for the fourth quarter. Accurate reports are not expected until mid-April 2001. As a result, accounting reports
were not available to USFS project managers throughout the entire fiscal year.

Proper internal controls dictate that managers be able to review the results of operations for areas under their
responsibility on a regular basis. Due to the unavailability of accounting reports during all of 2000, this was not
possible for those project managers responsible for restoration Projects. Our tests of detail over expenditures
and obligations charged to restoration projects, however, did not identify any deficiencies over the controls in
place relative to the approval of transactions to be charged to restoration projects during the year. In addition,
subsequent to September 30, 2000, USFS was unable to provide materially correct actual expenditure and
obligation reports. As a result, we were unable to prepare the supplementary restoration project information in
the Trust Fund Financial Statements and our opinion on the supplementary information for USFS is disclaimed
in the Trust Fund Financial Statements.

Our Report on Compliance and on Internal Control Over Financial Reporting Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards contains a reportable condition based
on the above finding

Recommendation -

USFS should ensure that actual expenditure and obligation information is available on a timely basis in fiscal 2001
and future years. This will help to ensure that USFS personnel are able to comply with OPs requirements of the
Trustee Council, and maintain proper internal controls over their restoration projects.

Return Unspent Funds from Prior Year Projects

Finding —
The Trustee Council Agencies are required by the OPs to return all unspent funds from prior year projects to
NRDA&R. It does not appear that all unspent or unobligated funds have been returned for fiscal 1995-1999.
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Recommendation -

We recommend that USFS investigate its prior year EVOS projects and determine whether funds exist that should
be returned to NRDA&R. Unspent or unobligated Project funding should be identified, reported to the
Restoration Office and returned to NRDA&R.

GENERAL COMMENTS

‘We have no comments with respect to the general operations of the Trustee Council.

COURT REGISTRY INVESTMENT SYSTEM - JOINT TRUST ACCOUNT

We have no comments with respect to the Court Registry Investment System — Joint Trust Account

UNITED STATES, NATURAL RESOURCES DAMAGE ASSESSMENT AND
RESTORATION FUND ‘

We have no comments with respect to the United States, Natural Resources Damage Assessment and Restoration
Fund.

STATE OF ALASKA, EXXON VALDEZ OIL SPILL SETTLEMENT TRUST

We have no comments with respect to the State of Alaska, Exxon Valdez Oil Spill Settlement Trust.

ALASKA DEPARTMENT OF NATURAL RESOURCES

We have no comments with respect to the Alaska Department of Natural Resources.

ALASKA DEPARTMENT OF FISH AND GAME

We have no comments with respect to the Alaska Department of Fish and Game,
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ALASKA DEPARTMENT OF ENVIRONMENTAL CONSERVATION

We have no comments with respect to the Alaska Department of Environmental Conservation.
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Prior Year Caption Current Status

GENERAL COMMENTS

General Administration Budget Recovery This issue was resolved in the current fiscal year
By Agency

Compliance with Annual Reporting , See our comment in the Current Year Comments section o.f
Requirements this letter

Timely Close-out of Capital Projects This issue was resolved in the current fiscal year

Improve Contract Management This issue was resolved in the current fiscal year

Return Lapsed Funds See our comment in the Current Year Comments section of

this letter with respect to individual federal agencies.

Indirect Cost Allocation Guidance in OPs See our comment in the Current Year Comments section of
this letter with respect to NOAA.

COURT REGISTRY INVESTMENT SYSTEM - JOINT TRUST ACCOUNT

Reduce Registry Fees This issue was resolved in the current fiscal year.

UNITED STATES, NATURAL RESOURCES DAMAGE ASSESSMENT AND
RESTORATION FUND

We had no comments with respect to the United States, Natural Resources Damage Assessment and Restoration
Fund in our prior audit.

STATE OF ALASKA, EXXON VALDEZ OIL SPILL SETTLEMENT TRUST

We had no comments with respect to the State of Alaska, Exxon Valdez Oil Spili Settlement Trust in our prior audit.

ALASKA DEPARTMENT OF NATURAL RESOURCES

We had no comments with respect to the Alaska Department of Natural Resources during our prior audit.

ALASKA DEPARTMENT OF FISH AND GAME

We had no comments with respect to the Alaska Department of Fish and Game during our prior audit.

ALASKA DEPARTMENT OF ENVIRONMENTAL CONSERVATION

We had no comments with respect to the Alaska Department of Environmental Conservation during our prior audit.
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UNITED STATES DEPARTMENT OF INTERIOR, FISH AND WILDLIFE SERVICE

We had no comments with respect to the United States Department of Interior, Fish and Wildlife Service during our
prior audit.

UNITED STATES DEPARTMENT OF INTERIOR, UNITED STATES GEOLOGICAL
SURVEY

Unallowable Direct Project Costs This issue was resolved in the current fiscal year.
Consistent Treatment of General This issue was resolved in the current fiscal year.
Administration Budgets

UNITED STATES DEPARTMENT OF INTERIOR, NATIONAL PARK SERVICE
We had no comments with respect to the United States Department of Interior, National Park Service in our prior

audit.

UNITED STATES DEPARTMENT OF COMMERCE, NATIONAL OCEANIC AND
ATMOSPHERIC ADMINISTRATION

We had no comments with respect to the United States Department of Commerce, National Oceanic and

Atmospheric Administration during our prior audit.

UNITED STATES DEPARTMENT OF AGRICULTURE, UNITED STATES FOREST
SERVICE

Return Unspent Funds from Prior Year See our comment in the Current Year Comments section of
this letter.




Department of the Interior
Office of the Secretary

April 2, 2001

To: Molly McCammon,
Exxon Valdez Oil Spill Trustee Council Staff

From: Robert Baldauf, Department of the Interior, Office of the
Secretary, Budget Office

Subject: Response to Exxon Valdez Oil Spill Draft Audit

This memorandum provides the Office of the Secretary's response to the
Internal Control and Operating Comments dated February 9. 2001.

There was one Finding and Recommendation pertaining to the Department of
the Interior, Office of the Secretary.

Finding-

“The Trustee Council Agencies are required by the Trustee Council’s Operating
Procedures (Ops) to return all unspent funds from prior year projects to
NRDA&R. It does not appear that all unspent/unobligated funds have been
returned for fiscal year 1999.”

Recommendation—

“We recommend that DOI-O/S investigate its prior year EVOS projects and
determine whether funds exist that should be returned to NRDA&R. Unspent
or unobligated Project funding should be identified, reported to the
Restoration Office and returned to NRDA&R.”

Response- ‘

The Office of the Secretary concurs. The Office of the Secretary has completed
an investigation and determined that there is $19,267.95 of unobligated
balances for return to NRDA&R. Those funds will be returned to the NRDA&R
Fund in April 2001 business.

In the future, return of Office of the Secretary unobligated balances will be
completed in a more timely manner. It is understood that on January 31 of
each year, Federal agencies are directed by the EVOS_Procedures to return to
the NRDA&R Fund the ungbligated balance for the fiscal year just ended.

Please call me at (202) 2083@89 should you wish to discuss this response.

Cc: Charles Towle, POB \{E

Robert White, NBC

Bruce Nesslage, NRDA&R
Carl Roberts, POB

Pat Taborn, SOL

Dave Behler, OEPC
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IN REPLY REFER TO:

United States Department of the Interior

FISH AND WILDLIFE SERVICE P
1011 E. Tudor Rd. Lo
Anchorage, Alaska 99503-619¢%

AFES/AO
fy00_audit.comments.wpd ' MR 23 2001

Ms. Molly McCammon

Exxon Valdez Oil Spill Trustee Council
Restoration Office

645 G Street

Anchorage, Alaska 99501

Dear Ms. McCamrmon:
In response to the Fiscal Year 2000 Draft Audit document, Exxon Valdez Oil Spill Trustee
Council, Internal Control and Operating Comments, we offer the following comments and

solutions for our agency.

Use of Project Management Funds

Although Kent Wohl has provided oversight of projects and performs other functions,
Catherine Berg was the official Fish and Wildlife Service liaison during FY 2000 and she
performed the liaison activities. Therefore, her salary was charged to the project #00100 funds.

Unallowable Direct Project Costs

The Fish and Wildlife Service’s expenditures for Project #00159 relating to bonuses and on-the-
spot awards were in compliance with Service policy to present awards to deserving staff and to
use personnel budget items to fund awards. The project manager will prepare a ratification
request to the Trustee Council by March 30, 2001.

Compliance With Annual Reporting Requirements

The Fish and Wildlife Service is aware of the deadline for submitting project expenditures and
obligations. A review of our internal procedures is in progress and will be modified to ensure
compliance with this requirement.

Appendix I Page 2




Return Unspent Funds From Prior Year Projects

The Fish and Wildlife Service is investigating all prior year EVOS projects to determine if
unobligated funds need to be returned to NRDAR. Unspent funding will be identified and
returned.

Thank you for the opportunity to respond to the auditor’s findings and recommendations. If you
have any questions regarding these comments, please contact Richard Hannan at 907-786-3680
or Debora McClain at 907-786-3481.

Sincergly,

vid B. Allen
gional Director

Appendix I Page 3
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March 26, 2001
Molly McCammon
Executive Director
EVOS Trustee Council
645 G Street, Suite 401
Anchorage, AK 99501-3451

Dear Ms. McCammon,

We have completed our review of the two documents you sent us relating to the Draft Fiscal Year 2000
external audit developed by Elgee, Rehfeld and Funk for the EVOS Trustee Council. Here are our
comments: ‘ ,

Internal Controi and Operating Comments dated February 10, 2001
The auditors recommend that USGS return unspent funds for fiscal year 1999. USGS concurs with this
recommendation and will proceed to identify and return any such funds.

Schedule of Expenditures and Obligations for the USGS, Fiscal Year Ending September 30, 2000
USGS recognizes that the financial accounting presented in this document reflects project amounts as
allocated in the Court Order. As such, some of the amount shown for USGS actually includes
expenditures and obligations made by the FWS, for cooperative work on project 00423. In addition,
three USGS projects are reported elsewhere in the financial schedule, under the Office of the Secretary,
etc. USGS will identify and return all unspent or unobligated funds from its FY 2000 EVOS projects.

Thank you for the opportunity to review the Fiscal Year 2000 Draft Audit.

Sincerely,

William K. Seitz, Director
Alaska Biological Science Cen

Ce: Cindy Gilder
Mark Stevenson
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UNITED STATES DEPARTMENT OF COMMERCE
National Oceanic and Atmospheric Administration

National Marine Fisheries Service
P.O. Box 21668

Jyneaq, Alaska 99802-1668

April 6, 2001

MEMORANDUM FOR: Molly McCammon
EVOS TC Executive Director

FROM: Stacy Masters m)mmg—’
NOAA Budget Analyst

SUBJECT: Response to Internal Control and Operating Comments,
March 1, 2001

The Internal Control and Operating Comments prepared by our auditors
highlighted some areas in which NOAA could improve intermal controls,
in particular improved monitoring of General Administration Costs.
Following the audit in ¥Y99, NOAA implemented a better coordinated
effort on the part of WASC contracting, NCAA Fisheries Regional Office

-administrative and financial support, and the Office of 0il Spill

Damage Assessment and Restoration. This resulted in NOAA improving
review of project expenditure reports and tracking, and contract
stipulations. Unfortunately, the NOAA person responsible for the budget
tracking transferred to the USFS, allowing, for a time, an interruption
in the monitoring of General Administration costs. In FY 01, NOAA
intends to hire an additional staff member to monitor project
expenditures and GA.

The audit noted the expenditure of FY00 funds to support FY01l EVOS
projects, specifically, an air charter contract for $10,786. Managing
multiple field tasks that are active at the end of the fiscal year
using multiple funding sources is a difficult and challenging
management activity. This is particularly true for our pink salmon
studies, in which peak field activity transcends the fiscal year
(adults return in August/September, are evaluated, and spawned in
September/October, with spawning evaluation immediately following) .
with less than 5 days left in the fiscal year, we invested the surplus
of EVOS funds in one pink salmon project into the new and continuing
pink salmon EVOS work of the following fiscal year, which in reality,
had already started during the summer using other funds. Since these
were both EVOS pink salmon projects and since there is authority to
move limited amounts of funds between EVOS projects, we were not aware
that this would create a problem. We will make sure in the future that
funding for EVOS projects between fiscal years is kept very distinct.

cc: John Gorman
Bonita Nelson
Jeep Rice
Bruce Wright
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5y United States Forest . Chugach 3301 ‘C’ Street
z%@ég Department of Service National Suite 300
 Agriculture Forest Anchorage, AK 99503-3998

File Code: 1590
Date: March 15, 2001

Molly McCammon
Executive Director

EVOS Restoration Program
645 G Street, Suite 401
Anchorage, AK 99501-3451

After reviewing the Fiscal Year 2000 Draft Audit, “Internal Control and Operating Comments”
dated February 10, 2001, prepared by the firm of Elgee, Rehfeld & Funk, I have the following
— comments. - -

= I agree with the auditor’s comments. It is our intent to have our budget system operational, but
we are still not able to pull last year’s final numbers. This problem is Nation wide and
encompasses all of our accounts, not just oil spill. We are working on past years balances and
will return those funds.

Sincerely,

KENNETH E. HOLBROOK
Restoration Manager

Caring for the Land and Serving People Printed on Recycled Paper ""’
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ELGEE REHFEL & FUNK LLC /-

Certified Public Accountants ™

9309 Glacier Highway, Suite B-200 - Juneau, Alaska 99801
Phone: 907-789-3178 - FAX: 907-789-7128

INDEPENDENT AUDITORS' REPORT

Members, Exxon Valdez Oil Spill Trustee Council,
Anchorage, Alaska:

We have audited the financial statements of the Exxon Valdez Oil Spill Trustee Council, Trust Funds as of
and for the year ended September 30, 2000, as listed in the accompanying table of contents. These
financial statements are the responsibility of the Exxon Valdez Oil Spill Trustee Council’s management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

As discussed in Note 2, the financial presentation for the Court Registry Investment System (CRIS), Exxon
Valdez Qil Spill Settlement Account (Joint Trust Account - CRIS) is of this account only and is not
intended to present the financial position of CRIS or the United States District Court for the Southern
District of Texas and the results of their operations, in conformity with generally accepted accounting
principles.

As discussed in Note 2, the financial presentation for the U.S. Department of the Interior, Fish and Wildlife
Service, Natural Resources Damage Assessment and Restoration Fund (NRDA&R) is of the amounts
related to the Exxon Valdez Oil Spill Trustee Council only and is not intended to present the financial
position of NRDA&R or the U.S. Department of Interior Fish and Wildlife Service and the results of their
operations, in conformity with generally accepted accounting principles.

As discussed in Note 2, the financial presentation for the State of Alaska, Exxon Valdez Oil Spill
Settlement Trust (Settlement Trust) is of the Settlement Trust only and is not intended to present the
financial position of the State of Alaska or any of its component units and the results of their operations.

As discussed in Note 2, the financial statements for the Joint Trust Account - CRIS and NRDA&R are
prepared on the cash basis of accounting, which is a comprehensive basis of accounting other than
generally accepted accounting principles.




In our opinion, the financial statements referred to above present fairly, in all material respects, the cash
balances of the Joint Trust Account - CRIS and NRDA&R and the financial position of the Settlement
Trust as of and for the year ended September 30, 2000, and the results of their operations for the year then
ended on the basis of accounting described in Note 2 for the Joint Trust Account - CRIS and NRDA&R,
and in conformity with generally accepted accounting principles for the Settlement Trust.

In accordance with Government Auditing Standards, we have also issued our reports dated February 9,
2001, on our consideration of the Exxon Valdez Oil Spill Trustee Council, Trust Funds’ internal control

over financial reporting and our tests of their compliance with certain provisions of laws, regulations and
contracts.

el S ol (L C

February 9, 2001




- EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL

UNITED STATE DISTRICT COURT - FIFTH CIRCUIT
X COURT REGISTRY INVESTMENT SYSTEM
' o EXXON VALDEZ OIL SPILL SETTLEMENT ACCOUNT

STATEMENT OF ASSETS, LIABILITIES AND JOINT TRUST ACCOUNT
BALANCES ARISING FROM CASH TRANSACTIONS

September 30, 2000
ASSETS:
Cash and Investments $ 127,097,189
Total Assets $ 127,097,189

LIABILITIES AND JOINT TRUST ACCOUNT BALANCES:

. Liabilities $ -
- Joint Trust Account Balance - Liquidity Account | 74,803,937

Joint Trust Account Balance - Reserve Account 52,293,252
’ Total Liabilities and Joint Trust Account Balances $ 127,097,189

The accompanying notes to trust fund financial statements are an integral part of this statement.
-3-




EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL

UNITED STATE DISTRICT COURT - FIFTH CIRCUIT
COURT REGISTRY INVESTMENT SYSTEM
EXXON VALDEZ OIL SPILL SETTLEMENT ACCOUNT

STATEMENT OF RECEIPTS, DISBURSEMENTS AND
CHANGES IN JOINT TRUST ACCOUNT BALANCES
For the Fiscal Year Ended September 30, 2000

Receipts:
Receipts $ 66,250,000
Investment Income - Liquidity Account 2,300,939
Investment Income - Reserve Account 2,484,046
Total Receipts 71,034,985
Disbursements:

State of Alaska, Exxon Valdez Settlement Trust:
Natural Resource Damage Assessment and

Restoration Projects (672,500)
Fiscal 2000 Archeological Repository (203,500)
Land Acquisition Disbursements (27,652,633)

Total Disbursements to State of Alaska (28,528,633)

U.S. Department of Interior, Natural Resources Damage
Assessment and Restoration Fund:
Fiscal 1999 Natural Resource Damage Assessment

and Restoration Projects (15,000)
Fiscal 2000 Natural Resource Damage Assessment
and Restoration Projects (397,000)
Land Acquisition Disbursements (5,227,854)
Total Disbursements to United States (5,639,854)
Court Registry Fees (259,635)
Total Disbursements (34,428,122)
Excess of Receipts Over Disbursements 36,606,863
Joint Trust Account Balances, Beginning of Year 90,490,326
Joint Trust Account Balances, End of Year $ 127,097,189

The accompanying notes to trust fund financial statements are an integral part of this statement.
-4



EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL

UNITED STATE DEPARTMENT OF THE INTERIOR,
FISH AND WILDLIFE SERVICE
NATURAL RESOURCES DAMAGE ASSESSMENT
AND RESTORATION FUND

STATEMENT OF ASSETS, LIABILITIES AND TRUST FUND
BALANCE ARISING FROM CASH TRANSACTIONS
September 30, 2000

ASSETS:
Cash and Investments 3 3,785,549
Total Assets $ 3,785,549

LIABILITIES AND FUND BALANCE:

Liabilities $ -
Trust Fund Balance ' 3,785,549

Total Liabilities and Trust Fund Balance $ 3,785,549

The accompanying notes to trust fund financial statements are an integral part of this statement.
-5.



EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL

UNITED STATE DEPARTMENT OF THE INTERIOR,
FISH AND WILDLIFE SERVICE
NATURAL RESOURCES DAMAGE ASSESSMENT
AND RESTORATION FUND

STATEMENT OF RECEIPTS, DISBURSEMENTS AND
CHANGES IN TRUST FUND BALANCE
For the Fiscal Year Ended September 30, 2000

Receipts:

Contributions - Court Registry Investment
System, Joint Trust Account 3 5,639,854

Unobligated Balances Returned to NRDA&R:
U.S. Department of Interior:

Bureau of Indian Affairs 5,900

National Pa;k Service 38,421

44,321

Investment Income 444,390

Total Receipts 6,128,565
Disbursements:

U.S. Department of Interior:

Fish and Wildlife Service (1,184,050)
United States Geological Survey (1,146,700)
National Park Service (17,550)
Office of the Secretary (34,900)
Bureau of Land Management (47,900)
U.S. Department of Agriculture, United States
Forest Service (5,350,254)
U.S. Department of Commerce, National Oceanic
and Atmospheric Administration (2,816,400)
State of Alaska (6,900)
Total Disbursements ' (10,604,654)
Deficiency of Receipts Over Disbursements (4,476,089)
Trust Fund Balance, Beginning of Year 8,261,638
Trust Fund Balance, End of Year $ 3,785,549

The accompanying notes to trust fund financial statements are an integral part of this statement.
-6-




EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
STATE OF ALASKA - EXXON VALDEZ OIL SPILL SETTLEMENT TRUST

BALANCE SHEET
September 30, 2000

ASSETS:
Cash and Investments $ 33,266,492
Total Assets : $ 33,266,492

LIABILITIES AND FUND BALANCES:

Liabilities:
Accounts Payable $ 1,001,998
Deferred Revenues 23,025,833
Total Liabilities 24,027,831
Fund Balances:
Reserved for Encumbrances 2,279,595
Unreserved 6,959,066
Total Fund Balances 9,238,661
Total Liabilities and Fund Balances $ 33,266,492

The accompanying notes to trust fund financial statements are an integral part of this statement.
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EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
STATE OF ALASKA - EXXON VALDEZ OIL SPILL SETTLEMENT TRUST

STATEMENT OF REVENUES , EXPENDITURES AND
CHANGES IN FUND BALANCES
For the Fiscal Year Ended September 30, 2000

Revenues:

Contributions - Court Registry Investment

System, Joint Trust Account $ 32,861,990
Interest and Investment Income 964,015
Total Revenues - 33,826,005
Expenditures:
Current Operating:

Natural Resources Damage Assessment
and Restoration Projects

Department of Fish and Game 4,391,172
Department of Environmental Conservation 202,366
Department of Natural Resources 915,420
Total Current Operating 5,508,958
Capital Outlay:
Research Infrastructure Improvements - Alaska
Department of Fish & Game 835,956
Land Acquisitions - Alaska Department of
Natural Resources " 27,543,815
Total Expenditures ' 33,888,729
Deficiency of Revenues Over Expenditures (62,724)
Fund Balances, Beginning of Year 9,301,385
Fund Balances, End of Year . b 9,238,661

The accompanying notes to trust fund financial statements are an integral part of this statement.
-8-
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EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2000
1. EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL

Formation of the Exxon Valdez Oil Spill Trustee Council

The United States of America (United States) and the State of Alaska (State) entered into a Memorandum
of Agreement and Consent Decree (MOA) on August 28, 1991. The MOA was made to maximize the
funds available for restoration of natural resources and to resolve the governments’ claims against one
another relating to the T/V Exxon Valdez Oil Spill (Oil Spill), which occurred on the night of March 23-
24, 1989 in Prince William Sound, Alaska. Upon entering into the MOA, the United States and the
State believed that the terms of the MOA were in the public interest and would best enable them to
fulfill their duties as trustees to assess injuries and to restore, replace, rehabilitate, enhance, or acquire
the equivalent of the natural resources injured, lost, or destroyed as a result of the Oil Spill.

Pursuant to the MOA and federal laws, the United States and State act as co-trustees in the collection and’
joint use of all natural resource damage recoveries for the benefit of natural resources injured, lost or
destroyed as a result of the Oil Spill. To manage the co-trustee relationship, the Exxon Valdez Oil Spill
Trustee Council (Council) was formed.

Exxon Valdez Qil Spill Trustee Council Structure

The Council consists of six trustees, three trustees represent the United States and three trustees represent
the State. The United States’ trustees are the Secretaries of the United States Departments of Interior
and Agriculture and the Administrator of the National Oceanic and Atmospheric Administration (a
bureau of the United States Department of Commerce). The State’s trustees consist of the
Commissioners of the State Departments of Environmental Conservation and Fish and Game, and the
Attorney General of the State of Alaska. The MOA allows the President of the United States or the
Governor of the State of Alaska to transfer trustee status from one official to another official of their
respective governments.

All decisions of the Council must be made by the unanimous agreement of the trustees. The decisions of
the United States’ trustees must be made in consultation with the United States Environmental
Protection Agency. If the trustees cannot reach unanimous consent, either the United States or the State
may resort to litigation in the United States District Court for the District of Alaska (Court).

Restoration Office

The Council has established a Restoration Office, which is responsible for the coordination and supervision
of the activities of the Council. The Restoration Office is managed by an Executive Director who
reports directly to the Council. Since the Council exists through the MOA, it and the Restoration Office
operate within the framework of the Trustee Agencies. During fiscal 2000, most activities of the
Restoration Office were conducted through the Alaska State Departments of Fish and Game and Natural
Resources.

The Restoration Office develops an annual budget, which, upon approval by the Council, sets forth the
anticipated expenditures of the Restoration Office. The Council makes an annual contribution to the
State agencies equal to the budget for the Restoration Office. The contributions are made using the
disbursements procedures discussed in Note 6.

Termination of the Exxon Valdez Oil Spill Trustee Council
The MOA shall terminate when the United States and the State certify to the Court, or when the Court

determines on application by either government, that all activities contemplated under the MOA have
been completed.



EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2000
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Joint Trust Account - CRIS - Court Registry Investment System

As further discussed in Note 5, amounts paid by Exxon Corporation are made directly to the United States and
the State for reimbursement of certain costs incurred by them in connection with the Oil Spill. In
accordance with the MOA and as ordered by the presiding Court and pending disburments to the Federal
and State trust funds, money that is not directly paid to the United States and the State is placed in an
interest-bearing account in the Court Registry Investment System (CRIS) administered through the United
States District Court for the Southern District of Texas. An account entitled “Exxon Valdez Qil Spill
Settlement Account” (Liquidity Account) was established in CRIS specifically for the Exxon settlement
proceeds. A second account (Reserve Fund) was established in fiscal 1995 and is intended to be an
investment mechanism for funds pertaining to the settlement with Exxon, which are anticipated to be held
for longer periods of time (see additional discussion in Note 9). Together the Liquidity and Reserve
Accounts are referred to as the Joint Trust Account - CRIS.

CRIS is a cash management system developed by the United States District Court for the Southern District of
Texas. All amounts placed with the CRIS liquidity account are maintained in United States government
treasury securities with maturities of 100 days or less, and are held in the name of the Clerk, U.S. District
Court, Southern District of Texas at the Federal Reserve Bank. Amounts placed with the CRIS reserve
fund are maintained in United States government treasury securities with maturity dates ranging from fiscal
1999 through fiscal 2004, and are held in the name of the Clerk, U.S. District Court, Southern District of
Texas at the Federal Reserve Bank. The financial presentation for the Joint Trust Account - CRIS is of the
Joint Trust Account - CRIS only and is not intended to present the financial position of CRIS or the United
States District Court for the Southern District of Texas and the results of their operations.

Upon unanimous approval of the Trustee Council, funds are disbursed to the United States and the State to be
expended by the Trustee Agencies in accordance with the Council’s wishes. The accompanying financial
staternents for the Joint Trust Account - CRIS reflect the intent of the disbursements as to natural resource
damage assessment and restoration, or the acquisition of land or research infrastructure improvements to
further protect the natural resources. The financial statements also reflect the fiscal year which the
disbursements are to be expended by the Trustee Agencies.

As allowed under 28 USC 1913, 1914 {b) and 1930(b), the Clerk of the Court for the United States Courts is
allowed to charge a registry fee for administering investment holdings of funds held in their registry
accounts, During the year ended September 30, 1999, the registry fee charged to the Joint Trust Account -
CRIS was ten percent of investment income as determined on a cash basis until April 21, 1999; thereafter it
was adjusted to five percent in accordance with registry fee regulations. In addition, CRIS has entered into
a contract with a Houston, Texas based financial institution to provide investment advisory information,
securities trading services, and accounting services at a fee of .025 percent added to the cost of securities
purchased by CRIS.

U.S. Department of the Interior, Natural Resources Damage Assessment and Restoration Fund
Disbursements which are made from the Joint Trust Account - CRIS to the United States are deposited in the

U.S. Department of the Interior, Fish and Wildlife Service, Natural Resources Damage Assessment and
Restoration Fund (NRDA&R). NRDA&R was established pursuant to Public Law 102-154, and is
administered by the U.S. Department of Interior, Fish and Wildlife Service. It is a trust fund which was
established to hold natural resources damage assessment and restoration seitlement proceeds of the United
States Government. Public Law 120-229 requires that federal proceeds from the Agreement and Consent
Decree (see additional discussion in Note 4) be deposited in NRDA&R, and that all interest earned on these
proceeds be available to the Federal Trustees for necessary expenses for assessmert and restoration of areas
affected by the Oil Spill. Public Law 120-229 also calls for amounts in NRDA&R to be invested by the
U.S. Secretary of the Treasury in interest bearing obligations of the United States.

-10-



EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS

Fiscal Year Ended September 30, 2000

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

U.S. Department of the Interior, Natural Resources Damage Assessment and Restoration Fund (Continued)

Disbursements from NRDA&R are made pursuant to the directions of the Council and as approved by the
Court. At the beginning of each fiscal year, the Department of Interior, Fish and Wildlife Service
communicates with each of the United States Trustee Agencies to determine the timing of
disbursements from NRDA&R to each Federal Trustee Agency. Investments are purchased in order to
garn interest on available balances within NRDA&R, with scheduled maturity dates coincident with the
scheduled date of disbursement.

The financial presentation for NRDA&R is of the amounts related to the Council only and is not intended
to present the financial position of NRDA&R or the Department of Interior, Fish and Wildlife Service
and the results of their operations.

State of Alaska, Exxon Valdez Oil Spill Settlement Trust

Disbursements which are made from the Joint Trust Account - CRIS to the State are deposited in the State
of Alaska, Exxon Valdez Oil Spill Settlement Trust (Settlement Trust). The Settlement Trust is
established pursuant to AS 37.14.400. Pursuant to State law a state agency may not expend money
from the Settlement Trust unless the expenditure is in accordance with an appropriation made by law.
Expenditures of funds are made upon properly approved requests for payment. The total of
expenditures and encumbrances (obligations) may not exceed the appropriations to which they pertain.

The Settlement Trust is an expendable trust fund of the State. Expendable trust funds account for assets
held by the State in a trustee capacity where the principal and income may be expended in the course of
the fund’s designated operations.

Upon approval by the Council, the Court, and the State of Alaska, State Trustee Agencies make
expenditures directly against the Settlement Trust.

The financial presentation for the Settlement Trust is of the Settlement Trust only and is not intended to
present the financial position of the State of Alaska or any of its component units and the results of their
operations.

Basis of Accounting

Basis of accounting refers to when revenues, expenditures and the related assets and liabilities are recorded
in the accounts and financial statements. Specifically, it relates to the timing of the financial
measurements made, regardless of the measurement focus applied.

The basis of accounting used by the Joint Trust Account - CRIS, NRDA&R and the Settlement Trust are as
follows:

Joint Trust Account - CRIS - The financial statements of the Joint Trust Account - CRIS are prepared
on a cash basis of accounting. As such, revenues are recognized when received, and disbursements
are recognized when paid.

NRDA&R - The financial statements of NRDA&R are prepared on a cash basis of accounting. As
such, revenues are recognized when received, and disbursements are recognized when paid.

- 11-



EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS

Fiscal Year Ended September 30, 2000

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Settlement Trust - The financial statements of the Settlement Fund are accounted for using a current
financial resources measurement focus on the modified accrual basis. The Settlement Fund
recognizes revenues when the source is measurable and available, and intended for the fiscal year.
Available means collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. Assets are recorded when measurable and due.

Expenditures are recorded when the related liability is incurred. Encumbrance accounting, under which
purchase orders and contracts for the expenditure of moneys are recorded in order to reserve that
portion of the applicable appropriation, is employed as an extension of the formal budgetary
integration of the Settlement Trust. Encumbrances outstanding at year-end are reported as
reservations of fund balance since they do not constitute expenditures or liabilities.

Until June 30, 1997, interest and investment income was allocated to the Settlement Trust as agreed to
under a Memorandum of Understanding (MOU) by and between the State Departinents of Revenue
and Administration effective July 1, 1993. Under the MOU, interest was credited daily to the
Settlement Trust by determining the Settlement Trust’s daily cash balance and applying the current
weekly 180-day Treasury Bill Rates based on the Treasury Bill auctions. Effective July 1, 1997, a
new MOU, dated November 26, 1997, superceded the original MOU and meodified the methed of
determining interest income earned by the Settlement Trust. Under the new method, interest income
is allocated daily based on actual earnings of the cash management pool of which the Settlement
Trust is a part.

Statement Presentation

Separate balance sheets and statements of receipts and disbursements or revenues and expenditures are
presented for each of the Joint Trust Accounts - CRIS, NRDA&R and the Settlement Trust. This is due
to the fact that ownership of the Trust Funds rests separately with each of the U.S. District Court, U.S.
Department of Interior, Fish and Wildlife Service and the State of Alaska, and the different bases of
accounting used by the Trust Funds.

Accounts Payable and Deferred Revenue - Settlement Trust

Accounts payable in the Settlement Trust financial statements include disbursements made against the
Settlement Trust subsequent to September 30, 2000, but which relate to fiscal 2000 restoration
activities.

Deferred Revenues in the Settlement Trust financial statements include amounts received or receivable at
September 30, 2000, which are to be expended by the State in fiscal 2001.

3. CASH AND INVESTMENTS

Cash and investments for the Joint Trust Account - CRIS, NRDA&R and the Settlement Trust are as
follows:

Joint Trust Account - CRIS - All deposits and investments of the Joint Trust Account - CRIS are held in
the name of the Clerk, U.S. District Court, Southern District of Texas at the Federal Reserve Bank.
At September 30, 2000, the balances held in the CRIS liquidity account are held in U.S. Treasury
Bills with maturities less than 100 days, and the balances held in the CRIS reserve fund are held in
U.S. Treasury Bills with maturity dates on November 15, in each year from 1998 through 2004,
Market values of investment securities held by CRIS approximate their cost at September 30, 1999,
There are no uninsured or unregistered deposits or investments. This places all of CRIS’s
investments and deposits in GASB credit risk category 1 . As discussed in Note 10, the Trustee
Council withdrew all funds from CRIS and deposited them into an Investment Fund in the Alaska
Department of Revenue, Division of Treasury on October 5, 2000.

-12-



EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2000
3. CASH AND INVESTMENTS (Continued)

NRDA&R - All cash and investments of NRDA&R are held in the name of the U.S, Department of the
Interior, Fish and Wildlife Service, Natural Resources Damage Assessment and Restoration Fund at
the U.S. Department of the Treasury. At September 30, 2000, substantially all balances are held in
U.S. Treasury Bills and Notes with maturities ranging from 30 to 300 days. A nominal amount of
cash is also included in the balance. Market values of investment securities held by NRDA&R
approximate their cost at September 30, 2000. There are no uninsured or unregistered deposits or
investments. This places all of NRDA&R’s investments and deposits in GASB credit risk category
1%

Settlement Trust - Cash and Investments of the Settlement Trust represent cash on deposit in banks, and
cash invested in various investments as a part of the State’s short-term cash management pools. By
law, all deposits and investments relating to the Settlement Trust are under the control of the
Commissioner of the State Department of Revenue. The State’s cash is invested pursuant to State
laws which mandate that investments shall be made with the judgment and care exercised by an
institutional investor of ordinary professional prudence, discretion and intelligence. Investments of
the State are stated at fair value in accordance with GASB Statement No. 31. All investments are
stated at fair value, which approximates market value. Fair value is the amount at which an
investment could be exchanged in a current transaction between willing parties, other than in a
forced or liquidation sale. All deposits are insured or collateralized with securities held by the State
or by its custodian in its name. All investments are insured or registered in the State’s name and are
held by the State or its custodian. This places all of the State’s General Investment Fund deposits
and investments, of which the Settlement Trust cash and investments are a part, in GASB credit risk
category 1 *. Additional investment information on the various pools and investments, as well as
the Funds, may be obtained from the Department of Revenue, Treasury Division, P.O. Box 110405,
Juneau, Alaska 99811-0405.

* (GASB Statement No. 3 requires deposits and investments to be categorized to indicate the level
of risk assumed by an entity. For investments, category 1 consists of investments that are insured
or registered for which the securities are held by the entity or its custodian in the entity’s name,
category 2 consists of uninsured and unregistered investments for which the securities are held
by the broker’s or dealer’s trust department or agent in the entity’s name, and category 3 includes
uninsured and unregistered investments for which the securities are held by the broker’s or
dealer’s trust department or agent not in the entity’s name.

4. CONTRIBUTIONS BY EXXON CORPORATION

Agreement and Consent Decree

On October 8, 1991, the United States, the State, Exxon Corporation (Exxon) and Exxon Shipping
Company, and Exxon Pipeline Company entered into an Agreement and Consent Decree (Agreement).
The Agreement principally stipulates that Exxon make certain payments, and that all parties release and
covenant not to sue or to file any administrative claim against the other parties or specifically identified
third parties.

-13 -



EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2000

4. CONTRIBUTIONS BY EXXON CORPORATION (Continued)

Agreement and Consent Decree (Continued) :
Pursuant to the Agreement Exxon is to pay the United States and the State a total of $900 million as
follows:

Date Payment Due Amount
Ten days after the Agreement 90,000,000
became effective

December 1, 1992 150,000,000
September 1, 1993 100,000,000
September 1, 1994 70,000,000
September 1, 1995 70,000,000
September 1, 1996 70,000,600
September 1, 1997 70,000,000
September 1, 1998 70,000,000
September 1, 1999 70,000,000
September 1, 2000 70,000,000
September 1, 2001 70,000,000

3 900,000,000

During fiscal 2000, Exxon Corporation made the contribution to the Joint Trust Account - CRIS as
required by the Agreement. As further discussed in Note 5, $3,750,000 of the $70,000,000 contribution
was paid directly to the State of Alaska. The balance of $66,250,000 was placed with the Joint Trust
Account - CRIS.

Reopener for Unknown Injury

In addition to the payment terms discussed above, the Agreement also has a reopener provision that allows
the governments to claim an additional $100 million from Exxon between September 1, 2002, and
September 1, 2006, as required for the performance of restoration projects in Prince William Sound and
other areas affected by the Oil Spill to restore one or more populations, habitats, or species which, as a
result of the Qil Spill, suffered substantial loss or substantial decline in the areas affected by the Oil
Spill.

The cost of the restoration projects must not be grossly disproportionate to the magnitude of the benefits
obtained, and the reopener is available only for any losses or declines that could not reasonably have
been known or anticipated from information available at the time of the Agreement.

5. REIMBURSEMENTS TO THE UNITED STATES AND THE STATE

Under the terms of the Agreement, certain amounts paid by Exxon are to be made directly to the United
States and the State. These payments are to be used solely to reimburse them for the following
purposes:

1. Response and clean-up costs incurred by either of them on or before December 31, 1990 in
conuection with the Oil Spill;

2. Natural resource damages assessment costs incurred by either of them on or before March 12, 1991
in connection with the Oil Spill;

3. {State only) Attorneys fees, experts’ fees, and other costs incurred by the State on or before March
12, 1991 in connection with litigation arising from the Oil Spill;

4, Response and clean-up costs incurred by either of them after December 31, 1990 in connection
with the Oil Spill;
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EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2000
5. REIMBURSEMENTS TO THE UNITED STATES AND THE STATE (Continued)

5. To assess injury resulting from the Oil Spill and to plan, implement, and monitor the restoration,
rehabilitation, or replacement of natural resources, natural resource services, or archaeological sites
and artifacts injured, lost or destroyed as a result of the Oil Spill, or the acquisition of equivalent
resources or services after March 12, 1991; and

6. (State only) Reasonable litigation costs incurred by the State after March 12, 1991,

The Agreement states that the amounts to be reimbursed to the United States for items one and two above
are not to exceed 367 million. The amounts to be reimbursed to the State for items one, two and three
above are not to exceed $75 million. The agreement does not place a cap on items four and five. The
amounts paid to the State for item six above are not to exceed $1 million per month.

During fiscal 2000, $3,750,000 was paid to the State of Alaska as a reimbursement pursuant to the
Agreement. There were no other reimbursements made to the United States or the State during fiscal 2000
under the Agreement.

6. DISBURSEMENTS FROM JOINT TRUST ACCOUNT - CRIS

Approved Payment Uses

Under the terms of the MOA, amounts paid by Exxon, excluding the reimbursements discussed in the
preceding Note, are deposited into the Joint Trust Account - CRIS. These payments are to be used solely
to assess injury resulting from the Oil Spill and to plan, implement, and monitor the restoration,
rehabilitation, or replacement of natural resources, natural resource services, or archaeological sites and
artifacts injured, lost or destroyed as a result of the Oil Spill, or the acquisition of equivalent resources or
services.

Project Approval
The Council has developed a solicitation and review process for projects to address the purposes stated

above. The outcome of the process is the development of a fiscal year Work Plan, which approves the
funding for all projects to be conducted during the fiscal year. For the fiscal year ending September 30,
2000, the following project solicitation and review process was used by the Council:

1. In February 1999, the Council published an /nvitation to Submit Restoration Proposals for Federal
Fiscal Year 2000. As part of the requirements, proposers developed and submitted detailed project
descriptions and project budgets for review.

2. In May 1999, the Council’s Chief Scientist and core reviewers coordinated a preliminary scientific
and technical review of the proposals. The Council’s Executive Director also discussed proposals
with Trustee agencies, Chief Scientist and representatives of the Public Advisory Group (the Public
Advisory Group consists of members of the public and concerned groups and was appointed by the
Secretary of Interior based on the Council’s recommendations in accordance with the MOA to help
provide meaningful public participation in the injury assessment and restoration process) and
drafted preliminary recommendations.

3. In June 1999, all proposals and the results of the reviews were published in the Draft Fiscal Year
2000 Work Plan and distributed for public comment.

4. In July 1999, a public hearing was held on the FY'00 Draft Work Plan and the Public Advisory
Group met to advise Trustee Council on the final work plan.

5. The majority of approved projects, received funding from the Council in August 1999. In addition
to the public review many proposals underwent further technical, budget, policy, and legal review.

In addition to the process outlined above, the Council has also identified and acquired several tracts of land

as permitted by the MOA. The land acquisition support costs are funded through the Work Plan. Land
acquisitions are separately approved by the Council.
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EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2000
6. DISBURSEMENTS FROM JOINT TRUST ACCOUNT - CRIS (Continued)
Interest Income Recovery - NRDA&R and the Settlement Trust
The governments are to report to the Council the amount of interest earned on net available balances in
NRDA&R and the Settlement Trust. When appropriate, the Council then recovers the interest reported

by reducing subsequent disbursements from the Joint Trust Fund for future projects. During fiscal
2000, disbursements to the United States and the State were not reduced for such interest earnings.

Unobligated Balance Recovery - NRDA&R and the Settlement Trust

Actual project costs are frequently less than the original project budgets. When this occurs, the United
States and the State retain the unspent or unobligated balances. When appropriate, the Council then
recovers these balances by reducing subsequent disbursements for new projects. During fiscal 2000,
disbursements to the United States and the State were reduced by $2,288,400 and $4,349,900 for such
interest earnings, respectively.

Disbursements from the Joint Trust Account — CRIS
During fiscal 2000, the Council disbursed $34,168,487 for restoration projects and land acquisition
pursuant to the MOA as follows:

Restoration Projects Authorized By the Council
For 1999 and 2000:

To be conducted by the United States b 412,000
To be conducted by the State 672,500
Total 1,084,500

Land Acquisitions and Research Infrastructure
Improvements Authorized By The Council
For 1999 and 2000:

To be acquired by the United States 5,227,854
To be acquired by the State 27,856,133
Total ' 33,083.987

Disbursements from the Joint Trust Account- CRIS § 34,168,487

7. DEFERRED REVENUE

In August 2000, the Court approved the initial funding for restoration projects to be conducted by the
Trustee Agencies in fiscal 2001 and land acquisition disbursements to be made in fiscal 2001. A
disbursement relating to this activity was made from the Joint Trust Account - CRIS on September 7,
2001, and of the amount disbursed to the State Trustee Agencies’, $23,025,833 has been recorded as
deferred revenue for fiscal 2001 land acquisitions.

NRDA&R has not received any disbursement for the United States’ relating to the initial funding for
restoration projects to be conducted by the Trustee Agencies in fiscal 2001 prior to September 30, 2000.
NRDA&R continues to hold approximately $414,000 related to closing of certain small tracts which
were part of the fiscal 1998 English Bay large parcel acquisition. These funds are expected to be
disbursed in fiscal 2001.
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EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
NOTES TO TRUST FUNDS FINANCIJAL STATEMENTS
Fiscal Year Ended September 30, 2000
8. REAL PROPERTY ACQUISITIONS

In order to protect the habitat of resources and services injured by the oil spill, the Council directed its staff
to establish a process for the evaluation and acquisition of real property that was imminently
threatened by development, or had habitat value. This process was divided into two phases; large
parcels, generally those over 1,000 acres, and small parcels, generally those smaller than 1,000 acres.

Large Parcel Acquisitions

The large parcel phase of the land evaluation and acquisition process was initiated in 1992. This
evaluation process led to the consideration of numerous parcels for acquisition by Trustee Agencies.
As of September 30, 2000, the Council funded the acquisition, through either the purchase of the
property or the acquisition of a limited term conservation easement, for 635,770 acres, with a total
purchase cost of $397,648,124. Of the total purchase cost, $341,654,778 is being provided from the
Joint Trust Account - CRIS, and $55,993,346 from other sources.

During fiscal 2000, no large parcel acquisitions were completed.

Three of the acquisitions completed to date are to be paid on an installment basis through fiscal 2002. The
following is a summary of the remaining commitments (excluding interest) due from the Joint Trust
Account - CRIS as of September 30, 2000:

Fiscal Year Ending
September 30:
2001 $ 32,000,000
2002 18,805,734

3__ 50,805,734

Pending Large Parcel Acquisitions

Negotiations continue on one other large parcel acquisition. The area under negotiation includes
approximately 55,402 acres that are now under a limited term conservation easement, which will
expire, in fiscal 2001.

Small Parcel Acquisitions

The small parcel phase of the land evaluation and acquisition process was initiated in 1994. The
nomination period is open ended, and the Council continues to receive and evaluate nominations. The
Council’s staff evaluate, score, and rank the parcels, taking into account the resource value of the
parcel, adverse impacts from human activity, and potential benefits to management of public lands.

Through September 30, 2000, the Trustee Council has completed the acquisition on 63 parcels containing
6,395 acres with a total cost of $20,417,900. One of the acquisitions also contained a provision in
which the seller relinquished remaining selections totaling 1,207 acres under their entitlement pursuant
to the Alaska Native Claims Settlement Act (ANCSA). In addition, offers have been accepted by
sellers on 13 parcels that closed during the first part of fiscal 2001. These parcels contain 320 acres
and have a total cost of $472,800. All of the small parcels are purchased under fee simple title, and
cash is paid on these parcels at closing. Most of these acquisitions are purchased through the Alaska
Department of Natural Resources or the U.S. Department of the Interior, Fish and Wildlife Service. Of
the total purchase cost on the parcels acquired to date, $19,933,900 is being provided from the Joint
Trust Account - CRIS, and $484,000 from other sources.
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EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2000

8. REAL PROPERTY ACQUISITIONS (Continued)

Alaska Sea Life Center

During fiscal 1997, the Council approved additional funding, totaling $545,600, for the construction of the
Fish Pass at the Alaska Sea Life Center in Seward, Alaska. The Sea Life Center is affiliated with the
University of Alaska, School of Fisheries and Ocean Sciences, Institute of Marine Science. Through
September 30, 2000, substantially all of the funds had been expended.

Also during fiscal 1997, the Council approved funding for the acquisition of research equipment for the
Alaska Sea Life Center totaling $724,000. The additional funds are also being expended by the Alaska
Department of Fish and Game. As of September 30, 2000, $680,436 of the additional funds had been
expended, and the balance remained encumbered. The Alaska Department of Fish and Game will
retain none of these funds for contract administration. It is anticipated that all of these additional funds
will be expended during fiscal 2001.

Kodiak Island Borough Master Waste Management Plan

During fiscal 1999, the Trustee Council approved the expenditure of $1,857,100 for capital improvement
to various waste management systems of the remote communities of Kodiak Island. Specifically, this
project will upgrade and improve landfills, disposal sites and solid waste management, and will
construct and install used oil and hazardous waste storage and disposal facilities and equipment, and
provide for systems maintenance and repairs for seven communities on Kodiak Island. The Alaska
Department of Environmental Conservation (DEC) will expended the funds principally through
contracts to be initiated in fiscal 2001 with anticipated completion by September 30, 2003. Of the
total funding for the project, $48,700 will be retained by DEC for contract administration.

Port Graham Hatchery Reconstruction
During fiscal 1999, the Trustee Council approved the expenditure of $781,300 for capital improvement to

help rebuild the Port Graham Hatchery that was destroyed by fire on January 30, 1998. Of the total
approved, $777,500 was allocated to the Alaska Department of Fish and Game to fund reconstruction
efforts and $3,800 was allocated to the United States Forest Service for National Environmental Policy
Act (NEPA) compliance work. The Department of Fish and Game expended the funds through a
Reimbursable Services Agreement (RSA) with the Alaska Department of Community and Economic
Development during fiscal 2000.

Archeological Repository

During fiscal 1998, the Trustee Council approved the concept of a single regional archeological repository
in one of eight communities in the Chugach and lower Cook Inlet regions to house and display spill-
related artifacts at a cost not to exceed $1 million, the construction of new or renovated community
facilities in the remaining seven communities to display spill-related archeological resources at a total
cost not to exceed $1.6 million, and the development of traveling exhibits of spill-related archeological
materials for display in community facilities in the spill area at a total cost not to exceed $200,000.
During fiscal 1999, the Trustee Council resolved to provide $2.8 million (plus a reasonable amount of
funding for project management and general administration to be approved by the Council) to the
Alaska Department of Natural Resources (DNR) to administer a grant award to Chugachmiut.
Through fiscal 2000, the Trustee Council also approved $102,580 for project management and general
administration making the total approved $2,902,580. As of September 30, 2000, $181,506 has been -
expended on the project.
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P NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 2000

9. RESTORATION RESERVE

The Restoration Reserve Fund was established in fiscal 1995. Subsequent to the Reserve’s establishment,
the Council considered the restoration mission, past restoration program efforts and accomplishments,
and obtained input from a variety of public sources to determine whether long-term restoration work
needed to continue. It also obtained the most current information regarding the status of recovery of

o the resources and services injured by the oil spill in order to identify whether there was substantial and

‘ continuing long-term restoration needs. As a result of this process, the Trustee Council determined

(o that full recovery of many injured resources and services is not yet complete, and that further scientific

research and monitoring, and a continuing commitment to habitat protection is needed.

' By October 2002, as a result of the past and anticipated future deposits into the Reserve, it is estimated that

o the total balance in the Reserve and other remaining unobligated settlement funds will be '$170 million,

— unless, prior to that time, on-going negotiations concerning potential habitat acquisitions obligates

‘ some of these funds. The Trustee Council resolved on March 1, 1999, that $55 million of the funds

‘: would be managed as a long-term funding source, with a significant proportion of these funds to be

used for small parcel habitat protection. It was further recognized that any funding that may be

| ‘( authorized for purchase of lands along or adjacent to the Karluk or Sturgeon rivers or other potential

;o habitat acquisitions would be made from within the $55 million allocated. The remaining balance of

) the funds would be managed so that the annual earnings, adjusted for inflation, would be used to fund
annual work plans that include a combination of research, monitoring and general restoration.

! As discussed in Note 10, the Trustee Council withdrew all funds from CRIS, including the Restoration
Reserve, and deposited them into to an Investment Fund in the Alaska Department of Revenue,
Division of Treasury on October 5, 2000.

10. SUBSEQUENT EVENTS

The Trustee Council withdrew all funds from CRIS, including the Restoration Reserve, and deposited them

into to an Investment Fund in the Alaska Department of Revenue, Division of Treasury on October 5,

Y ’ 2000. The total amount deposited in the Investment Fund was $134,697,905. The balance reflected on

{ the accompanying balance sheet for CRIS on page 2 of $127,097,189 was adjusted for registry fees and
o interest accrued on account balances at the time of transfer.
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9309 Glacier Highway, Suite B-200 - Juneau, Alaska 99801
Phone: 907-789-3178 - FAX: 907-789-7128

INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY
RESTORATION PROJECTS INFORMATION

Members, Exxon Valdez Oil Spill Trustee Council,
Anchorage, Alaska:

We have audited the financial statements of the Exxon Valdez Oil Spill Trustee Council, Trust Funds as of
and for the year ended September 30, 2000, as listed in the accompanying table of contents, and have
issued our report thereon dated February 9, 2001. These financial statements are the responsibility of the
Exxon Valdez Oil Spill Trustee Council’s management. Our responsibility is to express an opinion on
these financial statements based on our audit.

Except as discussed in the following paragraph, we conducted our audit in accordance with generally
accepted auditing standards and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

Because of the inadequacy of accounting records for the Department of Agriculture, United States Forest
Service, we were unable to form an opinion regarding expenditures for the Fiscal 2000 Work Plan with
respect to the Department of Agriculture, United States Forest Service.

Our audit was conducted for the purpose of forming an opinion on the financial statements of the Exxon
Valdez Oil Spill Trustee Council, Trust Funds, taken as a whole. The accompanying Schedules of
Expenditures and Obligations - Budget and Actual, and Schedule of Fiscal 1999 Work Plan Status as of
September 30, 2000 on pages 21 through 31, are presented for purposes of additional analysis and are not a
required part of the financial statements. With the exception of the Department of Agriculture, United
States Forest Service Schedule of Expenditures and Obligations - Budget and Actual on page 25, described
above, and the Schedule of Fiscal 1999 Work Plan Status as of September 30, 2000, on page 31 on which
we express no opinion and which are marked “unaudited,” the information in these schedules has been
subjected to the auditing procedures applied in the audit of the financial statements and, in our opinion, is
fairly presented in all material respects in relation to the financial statements taken as a whole.

5/ M//f/mxz LL &

February 9, 2001
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Exxon Valdez Oil Spill Trustee Council
Alaska Department of Fish and Game
Schedule of Expenditures and Obligations - Budget and Actual
Fiscal Year Ending September 30, 2000

Actual
Project Expenditures (Over) Under
Number Project Title Budget & Obligations Expended

00025-CLO Mechanisms of Impact and Potential Recovery of Nearshore $ 22,200 $ 22,197 $ 3
Vertebrate Predators (NVP)

00052 Community Involvement/Traditional Ecological Knowledge 201,500 201,500 -

00064-CLO Monitoring, Habitat Use, and Trophic Interactions of Harbor 129,400 127,486 1,914
Seals in Prince William Sound

00100 Administration, Science Management, and Public Information 1,374,000 1,168,478 205,522

00126 Habitat Protection and Acquisition Support 15,800 15,764 36

00127 Tatitlek Coho Salmon Release 11,400 11,400 -

00139A2 Port Dick Creek Tributary Restoration and Development 46,600 47,577 77

00163L APEX: Historical Data Review 8,300 8,280 20

00163T APEX: Aerial Surveys 91,000 90,310 690

00190 Construction of Linkage Map for the Pink Salmon Genome 331,000 331,000 -

00210 Youth Area Watch 122,000 - 122,000 -

00225 Port Graham Pink Salmon Subsistence Project 75,000 75,000 -

00245 Community-Based Harbor Seal Management and Biological 56,500 56,456 44
Sampling

00247 Kametolook River Coho Salmon Subsistence Project 23,200 15,156 8,044

00250 Project Management 154,900 140,457 14,443

00256B Sockeye Salmon Stocking at Solf Lake 39,100 28,492 10,608

00263 Assessment, Protection and Enhancement of Salmon Streams in 23,400 23,400 -
Lower Cook Inlet

00273 Surf Scoter Life History and Ecology: Linking Satellite 205,400 205,188 212
Technology with Traditional Knowledge to Conserve the
Resource

00278 Development of an Ecological Characterization and Site Profile 44,100 42,074 2,026
for Kachemak Bay/Lower Cook Inlet

00320-BAA Sound Ecosystem Assessment (SEA): Publishing the Integrated 6,200 6,200 -
Final Report and a Program Synthesis

00327 Pigeon Guillemot Restoration Research at the Alaska SeaLife 20,400 20,400 -
Center : '

00340 Toward Long-Term Oceanographic Monitoring of the Gulf of 65,900 63,635 2,265
Alaska Ecosystem

00341 Harbor Seal Recovery: Controlled Studies of Health and Diet 216,100 214,565 1,535

00348-CLO Response of River Otters to Oil Contamination: A Controlled 50,600 50,482 118
Study of Biological Stress Markers

00366 Improved Salmon Escapement Enumeration Using Remote Video 46,500 44,040 2,460
and Time-Lapse Recording Technology

00371 Effects of Harbor Seal Metabolism on Stable Isotope Ratio 163,100 163,100 -
Tracers

00374 Coordination and Planning for Herring Research 35,500 35,500 -

00375-CLO Effect of Herring Egg Distribution and Ecology on Year-Class 48,000 48,000 -
Strength and Adult Distribution

00379-CLO Assessment of Risk Caused by Residual Oil in Prince William 29,000 29,000 -
Sound Using P450 Activity in Fishes

00389 3-D Ocean State Simulations for Ecosystem Applications from 125,300 124,938 362
1995-98 in Prince William Sound

00391 CIIMS: Cook Inlet Information Management/Monitoring System 26,000 19,955 6,045

(Continued)
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Exxon Valdez Oil Spill Trustee Council
Alaska Department of Fish and Game
Schedule of Expenditures and Obligations - Budget and Actual
Fiscal Year Ending September 30, 2000

Actual
Project Expenditures (Over) Under
Number Project Title Budget & Obligations Expended

(Continued)

00407 Harlequin Duck Population Dynamics 63,800 63,862 (62)

00423 Patterns and Processes of Population Change in Selecteed 36,800 36,764 36
Nearshore Vertebrate Predators

00441 Harbor Seal Recovery: Effects of Diet on Lipid Metabolism and 191,600 191,599 1
Health

00462 Effects of Disease on Pacific Herring Population Recovery in 74,600 70,357 4,243
Prince William Sound

00478 Testing Satellite Tags as a Tool for ldentifying Critical Habitat 29,100 29,050 50

00481 Documentary Film on the Oil Spill Impacts on Subsistence Use 8,600 8,600 -
of Intertidal Resources

00493 Statistically-Based Sampling Strategies for Gulf of Alaska 1,200 - 1,200
Ecosystem Trawl Survey Monitoring

00509 Long-Term Monitoring of Harbor Seal Populations: 51,800 51,359 441
Development of an Experimental Design

00510-BAA Recovery on Intertidal Communities and Recommendations for 9,100 9,002 98
Future Monitoring

00530 Lessons Learned: Evaluating Scientific Sampling of Oil Spill 11,800 6,880 4,920
Effects

00605 Information Transfer to Resource Managers, Stakeholders, and 19,800 - 19,800
General Public

00610 Kodiak Island Youth Area Watch 61,800 61,800 -

00630 Planning for Long-Term Research and Monitoring Program 20,500 19,416 1,084
Alaska Department of Fish and Game Totals $§ 4,387,900 $ 4,100,719
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Exxon Valdez Oil Spill Trustee Council
Alaska Department of Environmental Conservation
Schedule of Expenditures and Obligations - Budget and Actual
Fiscal Year Ending September 30, 2000

Actual
Project Expenditures (Over) Under
Number Project Title Budget & Obligations Expended
00100 Administration, Science Management and Public Information 5 44,800 $ 39,285 $ 5,515
00250 Project Management 27,900 19,714 8,186
00391 Cook Inlet Information Management/Monitoring System 100,900 98,360 2,540
00530 Lessons Learned: Evaluating Scientific Sampling of Oil Spill 31,000 31,000 -
Effects
00567 Monitoring Environmental Contaminants in the Northern Gulf of 41,400 26,968 14,432
Alaska

" Alaska Department of Environmental Conservation Totals 5 246,000 $ 215,327 $ 30,673

See Independent Auditors' Report on Supplementary Restoration Project Information and Notes Thereto.
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Exxon Valdez Oil Spill Trustee Council

, Alaska Department of Natural Resources
Schedule of Expenditures and Obligations - Budget and Actual

Fiscal Year Ending September 30, 2000

Actual

Project Expenditures (Over) Under

Number Project Title Budget & Obligations Expended
00007A-CLO - Archaeological Index Site Monitoring $ 68,500 3 67,923 $ 577
00100 Administration, Science Management and Public Information . 404,600 400,066 4,534
00126 Habitat Protection and Acquisition Support 163,000 161,960 1,040
00180-CLO Kenai Habitat Restoration & Recreation Enhancement 10,800 7,982 2,818
00250 Project Management 25,500 25,380 120
00391 Cook Inlet Information Management/Monitoring system 187,500 186,922 ] 578
00530 Lessons Learned: Evaluating Scientific Sampling of Qil Spill 8,300 7,688 612

Effects

00630 Planning for Long-Term Research and Monitoring Program 64,200 64,180 20
_Alaska Department of Natural Resources Totals . $ 932,400 $ 922,101 $ 10,299

See Independent Auditors' Report on Supplementary Restoration Project Information and Notes Thereto.
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Exxon Valdez Oil Spill Trustee Council
Department of Agriculture, United States Forest Service
Schedule of Expenditures and Obligations - Budget and Actual
Fiscal Year Ending September 30, 2000

(Unaudited)
Actual
Project Expenditures (Over) Under
Number Project Title Budget & Obligations Expended
00007A Archeological Index Site Monitoring $ 9,800 $ - $ -
00100 Administration, Science Management, and Public Information 37,400 - -
00126 Habitat Protection and Acquisition Support 110,200 - -
00250 Project Management 21,400 - -
00256B Sockeye Salmon Stocking at Solf Lake 120,400 - -
00339-CLO Western Prince William Sound Human Use and Wildlife 14,000 . - -
Disturbance Model
00391 Cook Inlet Information Management/Monitoring System 7,200 - -
Department of Agriculture, United States Forest Service Totals $ 320,400 3 - 5 -

See Independent Auditors' Report on Supplementary Restoration Project Information and Notes Thereto.
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Exxon Valdez Oil Spill Trustee Council
Department of Interior, Fish and Wildlife Service
Schedule of Expenditures and Obligations - Budget and Actual
Fiscal Year Ending September 30, 2000

Actual
Project Expenditures {Over) Under
Number Project Title Budget & Obligations Expended
00007A-CLO Archaeclogical Index Site Monitoring 5 11,900 by 7,614 $ 4,286
00144A-CLO Common Murre Population Monitoring 15,400 13,667 1,733
001359 Surveys to Monitor Marine Bird Abundance in Prince William 233,600 239,946 (6,346)
Sound During Winter and Summer: Report and Publication
00163B APEX: Seabird Interactions 90,000 81,973 8,027
00163E APEX: Kittiwakes 92,000 92,120 (120)
00163F APEX: Guillemots 83,100 84,122 (1,022
001631 APEX: Barren Islands Seabird Studies 73,800 71,017 2,783
00163K APEX: Large Fish as Samplers 17,600 18,197 (597)
00163R APEX: Marbled Murrelet Productivity 92,800 94,991 (2,191)
Department of Interior - Fish and Wildlife Service Totals $ 710,200 $ 703,647 $ 6,553

See Independent Auditors’ Report on Supplementary Restoration Project Information and Notes Thereto.
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Exxon Valdez Oil Spill Trustee Council

Department of Interior, U.S. Geological Survey
Schedule of Expenditures and Obligations - Budget and Actual

Fiscal Year Ending September 30, 2000

! Actual
| Project Expenditures (Over) Under
Number Project Title Budget & Obligations Expended
00025-CLO Mechanisms of Impact and Potential Recovery of Nearshore $ 151,000 $ 151,586 $ (586)
| Vertebrate Predators (NVP)
| 00163L APEX: Barren Island Survey & Historical Data Review 8,400 7,811 589
00163M APEX: Response of Seabirds to Forage Fish Density 181,900 183,376 (1,476)
00169-CLO A Genetic Study to Aid in Restoration of Murres, Guillemots, 19,200 19,153 47
and Murrelets in the Gulf of Alaska
| 00306 Ecology and Demographics of Pacific Sand Lance in Lower 20,000 20,009 &)
Cook Inlet
00327 Pigeon Guillemot Restoration Research at the Alaska SeaLife 172,400 172,377 23
| Center
00338 Survival of Adult Murres and Kittiwakes in Relation to Forage 59,700 60,876 (1,176)
Fish Abundance
| 00391 Cook Inlet Information Management/Monitoring System 39,400 38,816 584
‘ 00423 Patterns and Processes of Population Change in Selected 163,500 163,243 257
Nearshore Vertebrate Predators ‘
00459 Residual Oiling of Armored Beaches and Mussel Beds in the 35,700 35,598 102
: Gulf of Alaska
00466-CLO Recovery Status of Barrow's Goldeneyes 14,800 14,825 (25)
00478 Testing Satellite Tags as a Tool for Identifying Critical Habitat 77,000 66,836 10,164
00479 Effects of Food Stress on Survival and Reproductive 125,200 125,006 194
Performance of Seabirds
00599 Evaluation of Yakataga Oil Seeps as Regional Background 21,800 21,039 761
Hydrocarbon Sources in Benthic Sediments of the spill Area
Department of Interior - U.S. Geological Survey Totals $ 1,090,000 $ 1,080,551 $ 9,449
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Exxon Valdez Oil Spill Trustee Council

Department of Interior, Office of the Secretary
Schedule of Expenditures and Obligations - Budget and Actual

Fiscal Year Ending September 30, 2000

Actual
Project Expenditures (Over) Under
Number Project Title Budget & Obligations Expended
00100 Administration, Science Management and Public Information 110,200 3 101,408 $ 8,792
00126 Habitat Protection and Acquisition Support 116,800 120,035 (3,235)
00250 Project Management 70,200 70,021 179
00501 Protocols for Long-Term Monitoring of Seabird Ecology in the
Gulf of Alaska 39,900 38,656 1,244
00530 Lessons Learned: Evaluating Scientific Sampling of Oil Spill
Effects 8,200 6,102 2,098
345,300 $ 336,222 $ 9,078

Department of Interior - Office of the Secretary Totals

.28 -

See Independent Auditors’ Report on Supplementary Restoration Project Information and Notes Thereto.



Exxon Valdez Oil Spill Trustee Council

U.S. Department of Commerce, National Oceanic and Atmospheric Administration
Schedule of Expenditures and Obligations - Budget and Actual

Fiscal Year Ending September 30, 2000

Actual
Project Expenditures (Over) Under
Number Project Title Budget & Obligations Expended
00012A-BAA Photographic and Acoustic Monitoring of Killer Whales in $ 82,900 $ 83,514 $ 614)
Prince William Sound and Kenai Fjords
00025-CLO Mechanisms of Impact and Potential Recovery of Nearshore 22,800 24,764 (1,964)
Vertebrate Predators (NVP)
00048-BAA Publication: Historical Analysis of Sockeye Salmon Growth 10,300 10,345 (45)
Among Populations Affected by the Oil Spill and Large
Spawning Escapements
00090-CLO Monitoring of Oiled Mussel Beds in Prince William Sound 64,000 61,571 2,429
00100 Administration, Science Management and Public Information 62,900 63,000 (100)
00163A APEX: Forage Fish Assessment 113,500 113,448 52
00163G APEX: Seabird Energetics 86,200 86,854 (654)
001631 APEX: Project Management 42,600 42,888 (288)
00163L APEX: Historical Data Review 31,900 26,651 5,249
001630 APEX: Statistical Review 29,700 29,957 257
00163Q APEX: Modeling 92,100 92,781 681)
001638 APEX: Jellyfish as Competitors and Predators of Fishes 95,200 95,906 (706)
00195 Pristane Monitoring in Mussels 54,900 52,420 2,480
00250 Project Management 102,000 101,837 163
00287-BAA Seabird-Oceanographic Realtionships in the Northern Gulf of 151,300 152,373 (1,073)
Alaska: Integration with NSF/INOAA Study GLOBEC
00290 Hydrocarbon Data Analysis, Interpretation, and Database 55,500 53,876 1,624
Maintenance _
00320-BAA Sound Ecosystem Assessment (SEA): Publishing the Integrated 113,800 110,022 3,778
Final Report and a Program Synthesis »
00330-BAA Mass-Balance Model of Trophic Fluxes in Prince William Sound 25,300 25,431 (131)
00347-CLO Fatty Acid Profile and Lipid Class Analysis for Estimating Diet 35,500 34,962 538
Composition and Quality at Different Trophic Levels
00360-BAA The Exxon Valdez Oil Spill: Guidance for Future Research 304,800 306,810 (2,010)
Activities
00379-CLO Assessment of Risk Caused by Residual Oil in Prince William 3,100 - 3,100
Sound Using P450 Activity in Fishes
00393-BAA Prince William Sound Food Webs: Structure and Change 153,700 154,850 (1,150)
00396 Alaska Shark Assessment 86,000 82,841 3,159
00401 Assessment of Spot Shrimp Abundance in Prince William Sound 88,700 87,675 1,025
00414-BAA Development of Web-Based System for Communicating 26,800 26,940 (140)
Ecosystem Research Results to the public
00454 Evidence and Consequences of Persistent Oil Contamination in 334,100 332,366 1,734
Pink Salmon Natal Habitats
00455-BAA An Evaluation of the Data System for the EVOS Long-Term 89,000 89,656 (656)
Monitoring Program
00459-CLO Residual Qiling of Armored Beaches and Mussel Beds in the 4,300 5,233 (933)
Gulf of Alaska
00476 Effects of Oiled Incubation Substrate on Pink Salmon 74,800 71,194 3,606
Reproduction
(Continued)
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Exxon Valdez Oil Spill Trustee Council
U.S. Department of Commerce, National Oceanic and Atmospheric Administration
Schedule of Expenditures and Obligations - Budget and Actual

Fiscal Year Ending September 30, 2000

Actual
Project Expenditures {Over) Under
Number Project Title Budget & QObligations Expended

(Continued)

00482-BAA Optimization of Rapid Diagnostic Test Kits for Paralytic 55,600 56,038 (435)
Shelifish Poisoning and Amnesic Shellfish Poisoning

00493 Statistically-Based Sampling Strategies for Gulf of Alaska 33,300 32,963 337
Ecosystem Traw] Survey Monitoring

00510-BAA Recovery of Intertidal Communities and Recommendations for 39,700 39,979 279
Future Monitoring

00516-BAA Publication: Comparative Habitat Use by Kittlitz's and Marbled 21,000 21,121 {121
Murrelets

00530 Lessons Learned: Evaluating Scientific Sampling of Oil Spill 19,100 16,974 2,126
Effects

00541-BAA Publication: Prince William Sound Isotope Ecology 15,000 15,486 (486)

00522-BAA Exchange Between Prince William Sound and the Gulf of Alaska 114,400 115,195 (795)

00567 Monitoring Environmental Contaminants in the Northern Gulf of 13,300 17,994 (4,694)
Alaska

00598 Publication: Resolution of Mixtures Containing Exxon Valdez 13,500 13,780 (280}
Qil and Regional Background Hydrocarbons in Subtidal
Sediments )

00599 Evaluation of Yakataga Qil Seeps as Regional Background 53,800 51,409 2,391
Hydroocarbon Sources in Benthic Sediments of the Spill Area
U.S. Department of Commerce, National Oceanic and
Atmospheric Administration Totals $ 2,816,400 $ 2,801,101 $ 15,299
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o Exxon Valdez Oil Spill Trustee Council
| Schedule of Fiscal 1999
= ‘ Work Plan Status as of September 30, 2000

: l (Unaudited)
‘ ‘ } Actual
- Expenditures Unobligated
B & Obligations Balance
; ; as of as of
T Budget 9/30/00 9/30/00
\ Alaska Departments of:
S Fish & Game $ 7,082,300 $ 6,602,565 $ 479,735
i Environmental Conservation 226,400 217,071 9,329
Natural Resources 1,630,400 1,345,515 284,885
} | ) Total State of Alaska ' 8,939,100 8,165,151 773,949
| United States Departments of:
v Agriculture, United States Forest Service 669,700 538,346 131,354
} Interior:
) Fish & Wildlife Service 1,077,000 1,044,224 32,776
o U.S. Geological Survey 1,305,300 1,298,589 6,711
b National Park Service 15,200 - 15,200
- Office of the Secretary 444,500 330,088 114,412
. Commerce, National Oceanic & Atmospheric
b Administration 2,461,400 2,418,314 43,086
- Total United States 5,973,100 5,629,561 343,539
- Totals $ 14,912,200 $ 13,794,712 $ 1,117,488

— See Notes 5 and 6 of the Notes to Supplementary Information Related to Restoration Projects on Page
i 34 for additional discussion relating to this schedule.

See Independent Auditors' Report on Supplementary Restoration Project Information and Notes Thereto.
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EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
NOTES TO SUPPLEMENTARY INFORMATION RELATED TO RESTORATION PROJECTS
Fiscal Year Ended September 30, 2000
1. PRESENTATION

The information presented in the accompanying Schedules of Expenditures and Obligations - Budget and
Actual present the budgets for each project approved by the Exxon Valdez Trustee Council (Council) as
included in the Council’s Fiscal Year 2000 Work Plan, and any amendments approved thereto, along
with expenditures and obligations incurred by the Trustee Agencies in carrying out the Fiscal 2000

: restoration projects, only. The information presented is not intended to present the results of operations

;o of any other activities conducted by the Trustee Agencies. Expenditures incurred by the Trustee

Agencies in Fiscal 2000 relating to restoration projects of prior years and to the liquidation of prior year
encumbrances, are also not presented. The procedures used to develop and implement the project
budgets for Fiscal 2000 are discussed in Note 6 to the Trust Fund Financial Statements.

The schedules titled “Department Total” for each agency reflect total budgets, expenditures and obligations’
for each Trustee Agency.

2. BASIS OF ACCOUNTING

Basis of accounting refers to when revenues, expenditures and the related assets and liabilities are recorded
in the accounts and financial statements. Specifically, it relates to the timing of the financial
measurements made, regardless of the measurement focus applied.

As discussed in Note 2 to the Trust Fund Financial Statements, the State of Alaska accounts for the
expenditure of funds from the State of Alaska, Exxon Valdez Oil Spill Settlement Trust (Settlement
Trust) on the modified accrual basis of accounting.

As discussed in Note 2 to the Trust Fund Financial Statements, the United States accounts for the U.S.
Department of the Interior, Fish and Wildlife Service, Natural Resources Damage Assessment and
Restoration Fund (NRDA&R) on the cash basis of accounting. However, the United States Trustee
Agencies use modified accrual accounting to account for the expenditure of funds within each agency.
Expenditures are recorded when the related liability is incurred. Encumbrance (obligation) accounting,

- under which purchase orders and contracts for the expenditure of moneys are recorded in order to

reserve that portion of the applicable appropriation, is employed as an extension of the formal
budgetary integration of the United States Government. Encumbrances (obligations) outstanding at
year-end are included in the Actual Expenditures & Obligations column in the accompanying Schedules
of Expenditures and Obligations - Budget and Actual.

3. FINANCIAL OPERATING PROCEDURES

On Septémber 21, 1992, the Council adopted Financial Operating Procedures (Procedures) to be used by
the United States and State of Alaska Trustee Agencies in conducting restoration projects. The
objective of the Procedures was to ensure public trust and accountability while maximizing the
Council’s ability to use settlement funds for approved restoration activities. On August 29, 1996, the
Trustee Council adopted Procedures that supersede the Operating Procedures adopted by the Trustee
Council September 21, 1992. On August 3, 2000, the Trustee Council adopted Procedures that
supersede the Operating Procedures adopted by the Trustee Council August 29, 1996. The purpose of
the adopted Procedures was to provide guidance regarding the authorities and responsibilities of
agencies that receive Joint Trust Funds approved by the Trustee Council.
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EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
NOTES TO SUPPLEMENTARY INFORMATION RELATED TO RESTORATION PROJECTS

Fiscal Year Ended September 30, 2000

3. FINANCIAL OPERATING PROCEDURES (Continued)

Adjustments
The Procedures allow Trustee Agencies to transfer funds into or out of projects up to the cumulative

amount of $25,000 or up to ten percent of the authorized level of funding for each affected project,
whichever 1s less, provided that such transfers will not alter the underlying scope or objectives of the
project. The Council must approve transfers in excess of this amount. The budget amounts presented
include transfers made between projects by the agencies, which were approved by the Executive
Director or were made in accordance with the Procedures.

Single Project Budget Transfers ' .

The Procedures authorize Trustee Agencies to transfer, within a single project, budgeted funds between
object classes (such as personnel, travel and contractual costs), and may change detailed items of
expenditure, including specific personnel, to accommodate circumstances encountered during budget
implementation, provided that such transfers will not alter the underlying scope or objectives of the
project. The budget amounts presented do not include such transfers made by the agencies.

General Administration
The Procedures include a provision for general administration costs to be included in the budgets of the
restoration projects. Actual recovery of general administrative costs shall be in proportion to actual
direct costs and is limited to:
1. Fifteen percent of each project’s actual personnel costs; and
2. Seven percent of the first $250,000 of each projects actual contractual costs, plus two percent of
project’s actual contractual costs in excess of $250,000.

Amounts budgeted and expended on projects for general administration are included in the personnel and
contractual lines as appropriate in the accompanying Schedules of Expenditures and Obligations -
Budget and Actual.

4. SETTLEMENT TRUST RECONCILIATION

Total Current Operating Expenditures reflected in the State of Alaska, Exxon Valdez Oil Spill Settlement
Trust (Settlement Trust), Statement of Revenues, Expenditures and Changes in Fund Balances reconcile
to Actual Expenditures and Obligations reflected in the accompanying “Department Totals” Schedules
of Expenditures and Obligations - Budget and Actual for each State Trustee Agency as follows:

Actual Expenditures and Obligations, “Department Totals”
Schedules of Expenditures and Obligations - Budget and Actual,

Alaska Department of Fish and Game $ 4,100,719
Alaska Department of Environmental Conservation 215,327
Alaska Department of Natural Resources 922,101
Total 5,238,147

Add: Prior Years’ Encumbrances Liquidated During Fiscal 2000 935,672

Less: Encumbrances Outstanding at September 30, 2000 Relating
to Fiscal 2000 Restoration Projects (459.500)

Total Current Operating Expenditures, Settlement Trust
Statement of Revenues, Expenditures and Changes in

Fund Balances h 5.714313
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EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
NOTES TO SUPPLEMENTARY INFORMATION RELATED TO RESTORATION PROJECTS

Fiscal Year Ended September 30, 2000

5. CURRENT STATUS OF 1999 WORK PLAN RESTORATION PROJECTS

Total expenditures and obligations relating to /999 Work Plan Restoration Projects for each agency as of
September 30, 2000 is presented on pages 31. This information is included in order to reflect any
changes in expenditures and obligations from amounts previously reported.

The significant changes in the amounts previously reported, are due to encumbrances existing at September
30, 1999 which, during fiscal 2000, were liquidated due to incurring less expenditures under contracts
than the amounts originally anticipated by the agencies.

6. INADEQUATE ACCOUNTING RECORDS

Beginning August 2000 and continuing through the completion of the fiscal 2000 audit, the United States
Department of Agriculture, United States Forest Service’s accounting system was unable to provide
reliable actual expenditures and obligations reports for any Exxon Valdez Oil Spill projects. As a result,
the Fiscal 2000 Schedule of Expenditure and Obligations — Budget and Actual does not include actual
expenditure and obligation amounts for the USFS. (See page 25.) Fiscal year 1999 actual expenditures
and obligations as of September 30, 2000 were also not available. Accordingly, amounts previously
reported on page 31 for fiscal year 1999 have not been updated in the Schedule of Status of Prior Year
Projects for the USFS. :
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FL/(';;:PEI;I RAEHFELD & FUNK, LLC 4
ertified Public Ccoumants\______//

9309 Glacier Highway, Suite B-200 - Juneau, Alaska 99801
Phone: 907-789-3178 - FAX: 907-789-7128

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members, Exxon Valdez Oil Spill Trustee Council,
Anchorage, Alaska:

We have audited the financial statements of the Exxon Valdez Oil Spill Trustee Council, Court Registry
Investment System, Exxon Valdez Oil Spill Settlement Account as of and for the year ended September 30,
2000, and have issued our report thereon dated February 9, 2001. We conducted our audit in accordance
with generally accepted auditing standards and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance
As part of obtaining reasonable assurance about whether the Exxon Valdez Oil Spill Trustee Council, Court

Registry Investment System, Exxon Valdez Oil Spill Settlement Account’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
and contracts, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not
an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance that are required to be reported under Government Auditing
Standards. However, we noted certain immaterial instances of noncompliance that we have reported to
management of the Exxon Valdez Oil Spill Trustee Council, in a separate letter dated February 9, 2001.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Exxon Valdez Oil Spill Trustee Council, Court
Registry Investment System, Exxon Valdez Oil Spill Settlement Account’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in
the internal control over financial reporting that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to
the financial statements being audited may occur and not be detected within a timely period by employees
in the normal course of performing their assigned functions. We noted no matters involving the internal
control over financial reporting and its operation that we consider to be a material weakness. However, we
noted other matters involving the internal control over financial reporting that we have reported to
management of the Exxon Valdez Oil Spill Trustee Council in a separate letter dated February 9, 2001.

This report is intended for the information of the Exxon Valdez Oil Spill Trustee Council and management,
and is not intended to be and should not be used by anyone other than these specified parties.

Ctoor, fahtedd Lfout L L

February 9, 2001
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9309 Glacier Highway, Suite B-200 - Juneau, Alaska 99801
Phone: 907-789-3178 - FAX: 907-789-7128
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members, Exxon Valdez Qil Spill Trustee Council,
Anchorage, Alaska:

We have audited the financial statements of the Exxon Valdez Oil Spill Trustee Council, U.S. Department
of the Interior, Natural Resource Damage Assessment and Restoration Fund as of and for the year ended
September 30, 2000, and have issued our report thereon dated February 9, 2001. We conducted our audit
in accordance with generally accepted auditing standards and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance
As part of obtaining reasonable assurance about whether the Exxon Valdez Oil Spill Trustee Council, U.S.

Department of the Interior, Natural Resource Damage Assessment and Restoration Fund’s financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations and contracts, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance that are required to be reported under
Government Auditing Standards. However, we noted certain immaterial instances of noncompliance that
we have reported to management of the Exxon Valdez Oil Spill Trustee Council, in a separate letter dated
February 9, 2001.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Exxon Valdez Oil Spill Trustee Council, U.S.
Department of the Interior, Natural Resource Damage Assessment and Restoration Fund’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control over financial
reporting. However, we noted certain matters involving the internal control over financial reporting and its
operation that we consider to be a reportable condition. Reportable conditions involve matters coming to
our attention relating to significant deficiencies in the design or operation of the internal control over
financial reporting that, in our judgment, could adversely affect U.S. Department of Agriculture, United
States Forest Service’s ability to record, process, summarize, and report financial data consistent with the
assertions of management in the Exxon Valdez Oil Spill Trustee Council, U.S. Department of the Interior,
Natural Resource Damage Assessment and Restoration Fund’s financial statements. The reportable
condition is as follows:

Condition: Beginning August 2000 and continuing through the completion of the fiscal 2000
audit, the United States Department of Agriculture, United States Forest Service’s accounting
system was unable to provide reliable actual expenditures and obligations reports for any Exxon
Valdez Oil Spill projects.

Criteria: Proper internal controls dictate that manager be able to review the results of operations
for areas under their responsibility on a regular basis.

Effect: USFS project managers were unable to monitor expenditures and availability of budgetary
funds on any Exxon Valdez Oil Spill projects.
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Recommendation: Procedures should be implemented to ensure that actual expenditure and
obligation information is available on a timely basis.

A material weakness is a condition in which the design or operation of one or more of the internal control
components- does not reduce to a relatively low level the risk that misstatements in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. However, we consider
the reportable condition described above to be a material weakness. We also noted other matters involving
the internal control over financial reporting that we have reported to management of the Exxon Valdez Oil
Spill Trustee Council in a separate letter dated February 9, 2001.

This report is intended for the information of the Exxon Valdez Oil Spill Trustee Council and maﬁagement,
and is not intended to be and should not be used by anyone other than these specified parties.

Tt e LAl L

February 9, 2001
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9309 Glacier Highway, Suite B-200 - Juneau, Alaska 99801

Phone: 907-789-3178 - FAX: 907-789-7128
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL

OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members, Exxon Valdez Oil Spill Trustee Council,
Anchorage, Alaska:

We have audited the financial statements of the Exxon Valdez Oil Spill Trustee Council, State of Alaska,
Exxon Valdez Oil Spill Settlement Trust as of and for the year ended September 30, 2000, and have issued
our report thereon dated February 9, 2001. We conducted our audit in accordance with generally accepted
auditing standards and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Compliance
As part of obtaining reasonable assurance about whether the Exxon Valdez Oil Spill Trustee Council, State

of Alaska, Exxon Valdez Oil Spill Settlement Trust’s financial statements are free of material misstatement,
we performed tests of its compliance with certain provisions of laws, regulations and contracts,
noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance that are required to be reported under Government Auditing
Standards. However, we noted certain immaterial instances of noncompliance that we have reported to
management of the Exxon Valdez Oil Spill Trustee Council, in a separate letter dated February 9, 2001.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Exxon Valdez Oil Spill Trustee Council, State of
Alaska, Exxon Valdez Oil Spill Settlement Trust’s internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial statements
and not to provide assurance on the internal control over financial reporting. Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal control
over financial reporting that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively low
level the risk that misstatements in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over financial
reporting and its operation that we consider to be a material weakness. However, we noted other matters
involving the internal control over financial reporting that we have reported to management of the Exxon
Valdez Oil Spill Trustee Council in a separate letter dated February 9, 2001.

This report is intended for the information of the Exxon Valdez Oil Spill Trustee Council and management,
and is not intended to be and should not be used by anyone other than these specified parties.

/4/@//// gars LL

February 9 2001
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Revised GEM Schedule
March 27, 2001

Dates Description of Task

4/30/01 Complete writing of Sections A {Introduction) & B (Scientific
Background/Conceptual Foundation) of plan & submit to technical editor

6/1/01 Complete writing of Section C (Monitoring & Research Plan) & submit to

technical editor

6/26/01 - 7/20/01

Post draft plan on web for public & agency review

7/18/01 PAG meet to discuss draft plan

8/6/01 Trustee Council considers draft plan

9/4/01 Send draft plan to NRC

12/31/01 Receive NRC review comments; respond and revise plan as necessary
1/31/02 Print final plan




JAMIN, EBELL, SCHMITT & MASON

A PROFESSIONAL CORPORATION

ATTORNEYS AT LAW

AREN E. BENDLER
SUITE 201

TTORNEY AT LAwW

MAITTED TO ALASKA 1007 WEST THIRD AVENUE
AND WASNINGTON BARS ANCHORAGE, ALASKA 99501
E-MAIL: KBENDLER@JESMANC.COM TELEPHONE: (907) 2786100

FACSIMILE: (907) 222-2760

REPLY TO ANCHORAGE OFFICE

May 1, 2001

Via Messenger

Ms. Molly McCammon
Executive Director
Exxon Valdez Oil Spill
Trustee Council

645 G Street, Suite 401
Anchorage, AK 99501

Re:  Old Harbor Hydroelectric Project
Our File No. 3765-61

Dear Molly:

SEATTLE OFFICE:

605 FIRST AVENUE, SUITE 300
SEATTLE, WASHINGTON 98104
TELEPHONE: (206) 622-7634
FACSIMILE: (206) 623-7521

KODIAK OFFICE:

' 323 CAROLYN STREET
KODIAK, ALASKA 99615
TELEPHONE: (307) 4866024
FACSIMILE: (907) 4866112

@E@EWE@

MAY G 1 2001

EXXON VALDEZ OIL SPILL
TRUSTEE .COUNGIL

Further to our letter dated April 19", we are enclosing a copy of a letter from AVEC with a
P p

conformed copy of the trust agreement referred to on page 2 of our letter.

If you have any questions, please contact us.
Best regards.

Very truly yours,

JAMIN, EBELL, SCHMITT & MASON

TN

{
mndler

KEB/sm
Enclosure
cc (w/encl): Old Harbor Native Corporation

Alex Swiderski, Esq.
3763\611008.wpd
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X

ALASKA VILLAGE, ELECTRIC COOPERATIVE, INC.

April 30, 2001

Karen Bendler

+ Jamin, Ebell, Bolger and Gentry
1007 West 3™ Avenue, Suite 201
Anchorage, AK 99501

Dear Karen:

Enclosed-is one copy of the conformed copy of the trust agreement among Alaska Village
Electric Cooperative, U.S. Fish and Wildlife Service, National Marine Fisheries Service, and
Alaska Department of Fish and Game relative to the Old Harbor Hydroelectric Project.

It has been a pleasure working with you on this project.

Sincerely,

CheSf—

Brent N. Petrie
Manager, Special Projects

cc: Dan Hertrich, Polarconsult .

4831 Eagle Street - Anchorage, Alaska 99503-7497 . Phone (907) 561-1818 . In State (800) 478-1818 . Fax (607) 5639304
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TRUST AGREEMENT
AMONG
ALASKA VILLAGE ELECTRIC COOPERATIVE, INC,;
THE UNITED STATES DEPARTMENT OF THE INTERIOR,
FISH AND WILDLIFE SERVICE;
THE UNITED STATES DEPARTMENT OF COMMERCE,
NATIONAL MARINE FISHERIES SERVICE; -
AND THE STATE OF ALASKA, DEPARTMENT OF FISH AND GAME
RELATIVE TO THE OLD HARBOR HYDROELECTRIC PROJECT

This Agreement is made this ﬁﬂ day of A*f*/v\ l , 2001, by
Alaska Village Electric Cooperative, Inc. (“AVEC™); the United States Department of the
Interior, Fish and Wildlife Service (“FWS"); the United States Department of Commerce,
Nationzl Marine Fisheries Service (“NMFS™); and the State of Alaska, Department of Fish and
Game (“ADFG”).

In explanation, the parties recite the following:

A. AVEC has applied to the Federal Energy Regulatory Commission
(“FERC™) for a license pursuant to the Federal Power Act, 16 U.S.C. § 797, to construct and
operate the Old Harbor Hydroelectric Project (FERC Project No. 11690).

B. Project No. 11690 will be partially located on lands within the Kodiak
National Wildlife Refuge, Alaska. It will also be partially located on lands owned by the City of
Old Harbor and the Old Harbor Native Corporation. The State of Alaska has a conservation
easement on lands which have been dceded from the Old Harbor Native Corporation to the Fish
and Wildlife Service.

C. The construction of the Old Harbor Hydroelectric Project will be in the
interest of the people of the State of Alaska.

D. In order to facilitate and achieve the mutual objectives of conservation and
encourage the development of fish and wildlife resources, the parties are cntering into this Trust
Agreement. The purpose of the Trust is to provide funds to investigate and mitigate project
operation and maintenance related potential or unforeseen impacts to Old Harbor area habitat(s)
and its fish and wildlife resources.

Now, therefore, the parties hercto agree as follows:

1. Trust Fund. Within thirty (30) days after AVEC water enters the penstock

in continuous flow from the East Fork Mountain Creek for purposes of power production, AVEC

‘ will establish a Trust Fund for the purpose of funding, out of principal and income from the Trust
Fund, programs approved by the trustees of the fund for wildlife and natural resource research

and other activities determined by the trustees of the fund to be of bencfit to fish and wildlife
resources. AVEC will make an initial contribution of Five Thousand Dollars ($5,000) to the

Trust Fund upon establishment of the Fund, and will make additional contributions of Five

S\AVECWIdHarbor\1-13-01\Revised FINAL
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Thousand Dollars ($5,000) every twelve (12) months until AVEC’s capital contributions total
Twenty-five Thousand Dollars ($25,000). Monitoring activities required by the FERC license
shall not be funded from the Trust; rather, they shall be considered as AVEC operating expenses.
Likewise, repair of facilities damaged by catastrophic events (e.g., Acts of God) shall be the
responsibility of the licensee. The trustees shall be governed by the following:

(@  There shall be four (4) trustees: one to be named by AVEC; one to
be named by the FWS; one to be named by the NMF'S; and one to be named by the ADFG;

()  The trust must be established so as to be an interest-bearing
account;

(c) Meetings of the trustees shall be held annually or as deemed
necessary by at least two of the trustees; '

(d)  All decisions by the trustees regarding fund expenditures shall be
made by majority vote of a duly convened meeting of the trustees at which at least three trustees
are present;

()  AVEC shall consult with the other parties hereto in establishing the
trust account; and

® Trust funds shall not be used to pay for expenses of the trustees in
attending meetings or conducting business of the trust including management of the trust.

2. Contingent Nature of Trust Obligation. AVEC’s obligation to fund the
trust is contingent upon the occurrence of the following conditions precedent:

(a)  AVEC must receive a FERC license; and

(b)  AVEC must receive fmrﬁ FWS, NMFS, ADFG, Old Harbor Native
Corporation, and the City of Old Harbor all approvals and easements necessary to proceed with
construction.

3. Duration of the Trust Fund. The $25,000 and accumulated interest, less
any expenditures authorized under 1(d), will remain in the Trust for the
FERC license term, unless jointly determined by unanimous vote of the
trustees that the account may be closed and any remaining funds returned
to the licensee.

TRUST AGREEMENT AMONG

ALASKA VILLAGE ELECTRIC COOPERATIVE, INC.;

THE UNITED STATES DEPARTMENT OF THE INTERIOR,
FISH AND WILDLIFE SERVICE;

UNITED STATES DEPARTMENT OF COMMERCE,
NATIONAL MARINE FISHERIES SERVICE; AND

THE STATE OF ALASKA, DEPARTMENT OF FISH AND GAME

RELATIVE TQ THE Ol HARBOR HYDROELECTRIC PROJECT
Poge 2
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4. Amendments. This Agreement may be amended from time to time by the
unanimous vote of the Trustees whenever , in their opinion, it is necessary or
advisable in order to carry out the purposes of the Trust. Every Amcndment shall
be in writing and shall be signed by all of the Trustees.

5. This Agreement may be executed in counterparts, each of which will
constitute an original, and all of which together shall be deemed a single document.

ALASKA VILLAGE ELECTRIC COOPERATIVE, INC.

(“AVEC”)
By: M/\W\ m
Meera Kohler
Title: President and Chief Executive Officer

Date: 4’( 2D / Ol

UNITED STATES DEPARTMENT OF THE INTERIOR

FISH AND WILDLIFE SERVICE

(“FWS™)

By (- A,/ g % W Z’—'
David B. Allen

Title: Regional Director

Date: WR 7 a0

TRUST AGREEMENT AMONG

ALASKA VILLAGE ELECTRIC COOPERATIVE, INC,;

THE UNITED STATES DEPARTMENT OF THE INTERIOR,
FISH AND WILDLIFE SERVICE;

UNITED STATES DEPARTMENT OF COMMERCE,
NATIONAL MARINE FISBERIES SERVICE; AND

THE STATE OF ALASKA, DEPARTMENT OF FISH AND GAME

RELATIVE TQ THE OLD HARBOR HYDROELECTRIC PROJECT
Page 3
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AVECOIAHarbor\]-13-01\Revised FINAL

UNITED STATES DEPARTMENT OF COMMERCE
NATIONAL MARINE FISHERIES SERVICE
(“NMFS")

<
4
By: QW ~
es Balsfger
Title: Regional Administrator
Date:
STATE OF ALASKA
DEPARTMENT OF FISH AND GAME
(“ADFG”)
By:
Frank Rue

Title: Commissioner, Alaska Department of Fish and Game

Date:
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UNITED STATES DEPARTMENT OF
COMMERCE NATIONAL MARINE FISHERIES
SERVICE (“NMFS™)

By:
James Balsiger
Title: Repional Administrator
Date;
STATE OF ALASKA

DEPARTMENT OF FISH AND GAME
(“ADFG™)




<Sent By. FzlGAGUS ENTERPRISES] 807 224 4429; May-2-01 10:28PM; Page 2/2

PUBL‘IC TESTIMONY
To: EVOS Trustes Council
From: John 8. French, Ph.D.
PEGASUS ENTERPRISES
P.O.Box 1470
Seward, AK 89664-1470
Date: May 3, 2001
Re: Amendment to Project 01190: Pink Salmon Genome Project.

| was formerly with the Fishery Industrial Technology Center, and the School of Fisheries
and Ocean Sciences. | was the Science/Academic Representative on the EVOS-Public
Advisory Group from 1891-1895. | was present during formative discussions for the
Alaska Seal.ife Center Fish Pass which ultimately became EVOS Project #87197. | am
currently the sole proprietor of PEGASUS ENTERPRISES and the representative for the
City of Seward on the Cook Iniet Aquaculture Association Board of Directors. The general
consensus is that | know something about salmon.

| wish to support Dr. Allendorf's request for $4,000 in supplemental funds to increase the
collection efforts for his Pink Salmon Genome Project (#01197). | certainly support
continued efforts to assure the successful collection of observations and data for projects
where multiple years of funding and effort have spent, but where projects which may take
further ysars to fully bear fruition.

While | believe that the modifications proposed for the operation of the fish pass this year
may result in greater numbers of naturally returning fish, | think it is highly unlikely that
even the most aggressive harvest techniques will resultin the harvest of the necessary
20% of marked fish (Spies, memo to McCammon, 04/23/01). Still after the $1.5 million
spent already it is worth $4,000 of extra effort.

Furthermore, | encourage you to consider approaches for future years to complete the
task started in Project #97197, to build a sustained run of pink salman returning to the
Alaska Sealife Center as a research and public education asset. Even if Dr. Allendorf's
project succeeded to the greatest expectations, there would still be much research
needing to be done an salmon. There are several reasons why pink salmon are the most
appropriate choice for this location.

One of the original over-arching justifications for building the Center was to provide the in
state research infrastructure necessary to conduct the necessary research and
monitoring projects in close proximity to the injured resources. The fish pass is an
important part of that infrastructure, for all the reasons stated by Jim Seeb in his original
proposal and several more less focused on genetics. It is not reasonable to expect
individual research projects to bare the brunt of correcting the design deficiencies in the
original fish pass and to stock the development of the initial runs. Once there is an
established research run of pink saimon at the Seal.ife Center, | am confident that there
will be plentiful research projects to support its operation. Otherwise. each new project
will face the same daunting task Dr, Allendorf has. In this case it is unlikely other
investigators risk the consequences.
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Exxon Valdez Oil Spill Trustee Council

645 G Street, Suite 401, Anchorage, AK 99501-3451  907/278-8012 {ax:907/276-7178

REVISED
AGENDA
EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL .
MEETING
May 3, 2001 10:00 a.m.
645 G STREET, Suite 401, ANCHORAGE

DRAFT
Trustee Council Members:
CRAIG TILLERY MICHELE BROWN
Assistant Attorney General Commissioner
State of Alaska Alaska Department of Environmental
Conservation
DAVID ALLEN DAVE GIBBONS
Director, Alaska Region U.S. Department of Agriculture
U.S. Fish and Wildlife Service Forest Service
JAMES W. BALSIGER FRANK RUE
Director, Alaska Region Commissioner
National Marine Fisheries Service Alaska Department of Fish & Game
i Teleconferenced in Anchorage, Restoration Office, 645 G Street
| State Chair

1. Call to Order - 10:00 a.m.
- Approval of Agenda
- Meeting notes

April 3, 2001
2. Public comment period - 10:00 a.m.
3. Executive Director's Report - Molly McCammon

-March 2001 Investment Reports
-PAG April 4, 2001 meeting
-FY 2000 audit

4. Amendment to Project 01190 (Pink Salmon Genome Project)*

5. Old Harbor Hydroelectric Project*
Waiver of Covenants

6. Small parcels*
\ -KAP 2069 (Johnson)
-KEN 294 (Elliot)

Federal Trustees State Trustees
U.S. Department of the Interior Alaska Department of Fish and Game
U.S. Department of Agriculture Alaska Department of Environmental Conservation

National Oceanic and Atmosoheric Administration Alaska Department of Law




| 7. Project 99514*
-Lower Cook Inlet Waste Management |

Adjourn 12:00 p.m.

* indicates tentative action items
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Exxon Valdez Oil Spill Trustee Council

645 G Street, Suite 401, Anchorage, AK 99501-3451  907/278-8012 fax:907/276-7178

TRUSTEE COUNCIL MEETING ACTIONS

April 3, 2001

By Molly McCammon
Executive Director

Trustee Council Members Present:

Dave Gibbons, USFS Frank Rue, ADF&G
Dave Allen, USFWS ®Michele Brown, ADEC
*James Balsiger, NMFS Craig Tillery, ADOL

* Chair

In Anchorage: Gibbons, Allen, Balsiger, See, Brown, Tillery, Rue.
® Alternates:

Marianne See served as an alternate for Michele Brown from 10:04 a.m. until
1:23 p.m.

Meeting convened at 10:04 a.m., April 3, 2001

1. Approval of the Agenda

APPROVED MOTION: Approved the Agenda with a change by removing small
parcels as a possible action item under the habitat issues.

Motion by Rue, second by Tillery .

2. Approval of the Meeting Notes

APPROVED MOTION: Approved January 16, 2001 Trustee Council meeting notes.
Motion by Rue, second by Tillery.
3. Investments

Off record 10:15 a.m. (Technical difficulties)
Onrecord 10:20 a.m.

APPROVED MOTION:  Approved a motion to participate in the Department
of Revenue's securities lending program.

Motion by Rue, second by See.

Federal Trustees State Trustees
U.S. Department of the Interior Algkka Department of Fish and Game
U.S. Department of Agriculture Alaska Department of Environmental Conservation

National Oceanic and Atmospheric Administration Alaska Department of Law



4, Habitat issues

Discussion of Karluk IRA proposal.
Public comment period began at 11:00 a.m.
Public comments received from 10 individuals in Anchorage. Public comments
received telephonically from 9 individuals in Kodiak, 1 individual in Cordova and 1
individual in Juneau.
Public comment period closed at 12:10 p.m.

Adjourned to lunch 12:40 p.m.

Off record at 12:43 p.m.
Onrecord at 1:13 p.m.

4, GEM - Discussion with Public Advisory Group

National Research Council's interim report on the Gulf Ecosystem Monitoring program
by Mike Roman, Chairman, and Don Bowen, review committee members.

BREAK

Off record 2:40 p.m.

On record 2:57 p.m.
Meeting adjourned 4:20 p.m.

Motion by Rue, Second by Gibbons.
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Exxon Valdez Oil Spill Trustee Council

645 G Street, Suite 401, Anchorage, AK 99501-3451  907/278-8012 {ax:807/276-7178

MEMORANDUM

TO: Trustee Council

FROM: Mol W\ny;;
Exegl:%@a ector

DATE: April 24, 2001

RE: FY 2000 Audit

Attached is your copy of the FY 2000 external audit. Consistent with the previous
years, the audit included a review of the internal control structure used to administer
the Trust Funds and a review of the financial statements.

The document titled EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL, Interal
Control and Operation Comments, February 9, 2001, is often referred to as the
management letter. The management letter summarizes the auditor's comments and
suggestions regarding opportunities to strengthen internal controls and operate more
efficiently. Incorporated in the document are responses from the agencies which
received comments.

The document titled EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL TRUST FUNDS
FINANCIAL STATEMENTS and SUPPLEMENTARY RESTORATION PROJECTS
INFORMATION, Fiscal Year Ended September 30, 2000, TOGETHER WITH
INDEPENDENT AUDITORS’ REPORT, is often referred to as the financial statements.
This document is organized into three sections. The first section is a presentation of
the cash balance associated with the individual Trust Funds. The second section is
organized by agency and includes the Schedule of Expenditures and Obligations (by
project) — Budget to Actual, for the Fiscal Year ending September 30, 2000. The third
section includes the Independent Auditors’ Report on Compliance and Internal Control.

If you have any questions regarding the external audit, please do not hesitate to give
me a call.

cc.  Agency Liaisons

Federal Trustees State Trustees
U.S. Department of the Interior Alaska Department of Fish and Game
U.S. Department of Agriculture Alaska Department of Environmental Conservation
National Oceanic and Atmospheric Administration Alaska Department of Law




Revised GEM Schedule
March 27, 2001

Dates Description of Task

4/30/01 Complete writing of Sections A {Introduction) & B (Scientific
Background/Conceptual Foundation} of plan & submit to technical editor

8/1/01 Complete writing of Section C (Monitoring & Research Plan) & submit to

technical editor

6/26/01 ~ 7/20/01

Post draft plan on web for public & agency review

7/18/01 PAG meet to discuss draft plan

8/6/01 Trustee Council considers draft plan

9/4/01 Send draft plan to NRC

12/31/01 Receive NRC review comménts; respond and revise plan as necessary
1/31/02 Print final plan
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Exxon Valdez Qil Spill Trustee Councill

645 G Street, Suite 401, Anchorage, AK 99501-3451 907/278-8012 fax:907/276-7178

_ MEMORANDUM
‘ TO: Trustee Council
THROUGH:
FROM: Debbie Hennigh
Special Assistant
DATE: April 19, 2001
RE: March Investment Reports

Attached are Department of Revenue’s Investment Fund reports for activity ending
March 31, 2001 and the graphs detailing assets, earnings, and benchmark
comparisons.

If you would prefer to receive these reports electronically, please let Debbie Hennigh
know and she will be glad to provide the information to you via email.

Attachments

cc: Investment Working Group

Federal Trustees State Trustees

U.S. Department of the Interior Aliaska Department of Fish and Game
U.S. Department of Agriculture Alaska Department of Environmentai Conservation
National Oceanic and Atmospheric Administration Alaska Department of Law




MEMORANDUM
TO: Trustee Council

THROUGH: Molly McCammon
Executive Director

FROM: Debbie Hennigh
Special Assistant
DATE: April 19, 2001
RE: March Investment Reports

Attached are Department of Revenue’s Investment Fund repofts for activity ending
March 31, 2001 and the graphs detailing assets, earnings, and benchmark
comparisons.

If you would prefer to receive these reports electronically, please let Debbie Hennigh
know and she will be glad to provide the information to you via email.

Attachments

cc: Investment Working Group



STATE OF ALASKA
DEPARTMENT OF REVENUE
TREASURY DIVISION
Exxon Valdez Oil Spill Investment Fund

STATEMENT OF INVESTED ASSETS

March 31, 2001
Investments (at fair value) 2001
Cash and cash equivalents
Short-term Fixed Income Pool b 94,350
Marketable debt and equity'securities
Broad Market Fixed Income Pool 61,209,483
Non-retirement Domestic Equity Pool 46,126,312
SOA International Equity Pool 20,493,757
Total invested assets M 127,923,902

Page |



STATE OF ALASKA
DEPARTMENT OF REYENUE
TREASURY DIVISION

Exxon Valdez Oil Spill Investment Fund

STATEMENT OF INVESTMENT INCOME
AND CHANGES IN INVESTED ASSETS

For the period ended March 31, 20061

Investment Income

Cash and cash equivalents
Short-term Fixed Income Pool $

Marketable debt and equity securities

Non-pooled investments

Broad Market Fixed Income Pool

Non-retirement Domestic Equity Pool

SOA International Equity Pool

Total income from marketable debt and equity securities

Total investment income (loss)
Total invested assets, beginning of period

Net contributions (withdrawals)

Total invested assets, end of period b

CURRENT
MONTH

504

0
356,932
(3,202,866)

(1,653,762)

(4,499,696)
(4,499,192)
132,423,094

0

127,923,902

S

YEARTO
DATE

93,861

61,799
4,501,483
(8,873,688)

(2,506,243)

(6,816,649)
(6,722,788)

0

134,646,690



STATE OF ALASKA
DEPARTMENT OF REVENUE - TREASURY DIVISION

Exxon Valdez Qil Spill Investment Fund

Asset Allocation Policy (effective 4/24/00) with Actual Investment Holdings as of

March 31, 2001

Current
Asset Allocation Fair value Allocation Varianc
Policy Range
Cash and cash equivalents
Short-term Fixed Income Pool 0.00% 93,846 0.07% -0.07%
Total cash and cash equivalents 0.00% 93,846 0.07% -0.07%
Marketable debt and equity securities
Broad Market Fixed Income Pool 42.00% 35% - 49% 61,209,483 47.85% -5.85%
Non-retirement Domestic Equity Pool 41.00% 34% - 48% 46,126,312 36.06% 4.94%
SOA International Equity Pool 17.00% 12% - 22% 20,483,757 16.02% 0.98%
Total marketable debt securities 100.00% 127,829,551 99.93% 0.07%
Total holdings 100.00% 127,923,397 100.00% 0.00%
Short-term Fixed Income Pool Interest Receivable 504
Total Invested Assets at Fair Value 127,923,902 '
Prepared by Treasury Division
Printed; 4/12/01 at 4:08 PM
Filename: EVOS_0301 policy Page lof |




Exxon Valdez Oil Spill Investment Fund
Period Ending March 31, 2001

AY02 EVOS Investment Fund
EVOS Investment Fund Index

Short-term Fixed Income Pool
91 day T-Bill

Broad Market Fixed income Pool
Lehman Brothers Aggregate Index

Non-Retirement Domestic Equity Pool
Rusself 3000 Index

SOA International Equity Pool
Morgan Stanley Capital intl. (EAFE)
Source: State Street Bank, Insight.

* Since QOctober 31, 2000

Monthly 3 Mo. Fiscal
Mkt Value ($M) Return Return YTD YTD
127,924 -3.40 -5.52 -5.52 -
-3.60 -6.17 -6.17 -8.25
94 0.54 1.64 1.64 -
0.46 1.51 1.51 4.71
61,210 0.59 3.24 3.24 -
0.50 3.03 3.03 10.61
46,126 -6.49 -12.20 -12.20 -
-6.52 -12.15 -12.15 -19.47
20,494 -7.47 -12.71 -12.71 -
-6.67 -13.71 ~-13.71 -22.80

Inception to
Date*
-6.73
-7.33

2.91
2.62

7.27
6.66

-18.91
-18.80

-11.29
-13.99



FY 01 October 2000 - March 2001 Investment Fund Earnings

Investment Fund Assets

| $140,000,000
! $135,000,000
| $130,000,000 |
$125,000,000
$120,000,000

W ————— y

Begin  31-Oct- 30-Nov- 31-Dec- 31-Jan- 28-Feb- 31-Mar-
Amount 00 00 00 01 01 o1

Begin Amount 31-Oct-00 30-Nov-00 31-Dec-00
$134,708,489 $137,058,521 $132,354,734  $135,397,150

—O—Seriém ]

31-Jan-01
$138,049,186

28-Feb-01 31-Mar-01
$132,423,094 $127,823,902



Investment Fund Earnings (Loss) as of March 31, 2001

$4,000,000
$2,000,000
$0

-$2,000,000
-$4,000,000

-$6,000
-$8,000,000 -

000

~i

Series1
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Meeting Summary

A. GROUP: Exxon Valdez Oil Spill Public Advisory Group (PAG)

B. DATE/TIME:  April 4, 2001

C. LOCATION: Anchorage, Alaska

D. MEMBERS IN ATTENDANCE:

Name

Torie Baker
Chris Beck
Chris Blackburn
Dave Cobb

Gary Fandrei
Brett Huber

Dan Hull

Chuck Meacham, Chair
Pat Norman
Gerry Sanger
Stan Senner
Stacy Studebaker
Martha Vlasoff
Ed Zeine

Principal Interest
Commercial Fishing

Public-at-Large
Public-at-Large
Public-at-Large

. Public-at-Large
Sport Hunting & Fishing
Public-at-Large
Science/ Academic
Native Landowner
Commercial Tourism
Environmental
Recreation Users
Subsistence
Local Government

Loren Leman (via telecon AM only) Alaska State Senate (ex officio)

E. NOT REPRESENTED:

Name

James King

Bud Perrine
Chuck Totemoff
John Harris

F. OTHER PARTICIPANTS:

Name

Ken Adams

Jerry Rusher

Dick Kasper
Christiane Derby
Molly McCammon
Phil Mundy

Doug Mutter
Sandra Schubert
Bob Spies

Principal Interest

Conservation

Aquaculture

Forest Products

Alaska State House of Representatives (ex officio)

Organization

Patton Boggs

Trustee Council Staff

Trustee Council Staff

Designated Federal Official, Dept. of the Interior
Trustee Council Staff

Chief Scientist for Trustee Council

Page 1 of 5




Sara Ward Trustee Council Staff
Cherri Womac Trustee Council Staff

G. SUMMARY:

The meeting was convened April 4 at 9:05 a.m. by Chuck Meacham. Roll call was taken, a
quorum was present. Public Advisory Group (PAG) members and staff each introduced
themselves with some background information. The January 12, 2001 meeting summary was
approved.

Molly McCammon provided an orientation for PAG members by reviewing the history of the
program and the sections of the PAG Notebook sent to members: the Exxon Valdez oil spill
(EVOS), the settlement with Exxon and the governments, Trustee Council makeup and
staffing, the Alaska Resources Library and Information Services, the restoration reserve, the
overall and PAG budget, the Restoration Plan and updates of injured/recovering resources.

Cherri Womac reviewed PAG member travel rules and responsibilities.

Jeff Short and Pat Harris (of the National Oceanic and Atmospheric Administration) gave a
summary, via teleconference, of the upcoming Prince William Sound shoreline survey to
estimate the amount of residual oil. They will survey sites at 120 beaches to determine the
extent and weathering condition of any oil found. They also discussed the results of recent
pink salmon research, which indicate that very small levels of oil-related contaminants has
adverse effects on exposed eggs and subsequent life stages. It also appears to hold true with
herring. Also, weathered oil appears to remain toxic.

Sandra Schubert outlined the annual Work Plan process. The general schedule is that an
annual EVOS workshop is held in January, solicitation of proposals goes out mid-February,
proposals are due mid-April. a draft Work Plan is available mid-June, a final Work Plan is
approved by the Trustee Council in August. The year follows the federal fiscal year of
October 1-September 30. The Trustee Council sets spending caps for projects: in 1996 it was
$18 million, in 2001 it was $5 million. Last year 113 proposals were received-about !4 were
funded. Proposals go through a technical/scientific review, legal review, staff review, a public
review (with recommendations included from the Executive Director and the Chief Scientist),
and an agency and PAG review.

The session was opened for public comment. Jerry Rusher asked if oil still remains in the
Sound, would there be a cleanup project launched? He is concerned about the possible amount
of oil at Horseshoe Bay State Marine Park. McCammon said that the Trustee Council
indicated that there would be no more cleanup projects; there may be additional restoration
projects, however. She will pass the site of concern along to the researchers. Ken Adams
voiced support of the National Research Council (NRC) comments on the Gulf Ecosystem
Monitoring (GEM) plan. He said public involvement was important and that PAG members
serve as the eyes and ears of the public. He also supports involving local fishing fleets in
information gathering efforts. as exemplified by the Canadian Sentinel project.

Page 2 of 5




McCammon reviewed the habitat protection component of restoration. The large-parcel
portion is essentially completed. The small-parcel (under 1,000 acres) portion will continue
past 2002. The habitat protection program has been somewhat controversial in the past. Most
purchases have been from Native corporations. The plan for the post-2002 program has $55
million in a fund for habitat protection, $30 million of which is for conclusion of the
Koniag/Karluk easement in 10 years, and $25 million for continuing small parcel acquisition.
A demonstration grant with The Conservation Fund and The Nature Conservancy is underway
for administering habitat protection.

Torie Baker raised a question about the status of herring projects, noting that there remains
concern over the current situation with the resource. Bob Spies stated that herring populations
crashed in 1993-94 and have been studied as part of the Sound Ecosystem Assessment project,
among other projects. A fall workshop looked at the state of knowledge about herring and
identified gaps for research: determining stock size, determining how many stocks there are,
and examining health of young age classes. Two projects are being wrapped up and a new
project with the Alaska Department of Fish and Game was funded.

McCammon, Phil Mundy, and Spies discussed the status and direction of the long-term GEM
program. The $115-plus million restoration reserve supporting GEM will be managed as
though it were an endowment. The program covers the northern Gulf of Alaska. Currently
GEM is a work in progress. The NRC has been contracted to assist with an independent
review. Mundy noted that lots of offshore work was going on in other programs, so nearshore
would be the focus of GEM. Chris Blackburn said that synthesis of information was needed
for both. McCammon said they were going to hire a data manger this summer to assist. Chris
Beck asked that the data manager also look at managing broader “information.”

Stan Senner said that it was important not to underspend on administrative items when getting
a new program set up. He suggested the PAG focus its attention on recommendations for
GEM science advice, public involvement, and administrative support. Brett Huber supported
incorporating NRC recommendations and said that some high-tech business supported these
kinds of efforts with grants. Dave Cobb suggested looking at the University of Alaska
Consortium Library as a possible data manager. McCammon said that they would need a more
extensive “web-based” program.

Mundy discussed the archiving of samples. Many EVOS samples are at a storage lab in South
Carolina; others are at the University of Alaska, Fairbanks. McCammon noted that this was
still a legal proceeding under court scrutiny, so most samples must be retained.

Meacham stated that Jim King asked that he present some ideas about how to present
information and findings to the public. His suggestion was to use something like NOAA's
environmental sensitivity index maps as a synthesis tool. McCammon noted that the EVOS
program has recently helped fund the updated maps in PWS.

Dan Hull expressed concern that the GEM concept and foundation be understood by the
public. and how the program would then relate to specific projects and key species. Mundy
and McCammon both voiced that they want to make sure the conceptual foundation of GEM is
clearly understood. Hull suggested that a tield trip might be to visit resource managers to
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discuss application of GEM. Baker suggested boards and groups that help define policy might
be visited, as well.

Blackburn said that it was important to integrate with all the new sea lion information being
collected. Senner agreed and said that scrambling to collect data and do synthesis when their
was a crises, like with sea lions, was what GEM could help avoid. Pat Norman asked if
current management practices were part of the gap analysis. Mundy said they were not.
Huber said GEM should look for the biggest “pothole” to fill and not try to do everything for
everyone. He wonders if the PAG should be changed. McCammon said it would help to have
the PAG’s thoughts on public involvement. The PAG can respond to Trustee Council requests
and proposals, but it could also be proactive with suggestions.

Cobb said he likes the NRC suggestions and wonders if PAG subcommittees should be formed
to get more involved and address specific components of GEM.

There was general agreement that the PAG focus for commenting on GEM should be the
following program elements:

-science advice, public involvement, and administration

—data and information management

~community-based involvement

The meeting adjourned at 4:05 p.m.
H. FOLLOW-UP:

1. Meacham will get with McCammon to determine which PAG members will participate
in the annual Work Plan work group. Volunteers include: Blackburn, Norman,
Meacham, Huber, and Fandrei.

2. McCammon asks that PAG members provide feedback on the draft GEM program.

3. PAG members are to consider possible suggestions for a PAG field trip.

4, Womac will query the PAG for a July meeting date.

I. NEXT MEETINGS:
-Work Plan review session June 6 in Anchorage
-PAG meeting sometime around July 19 in Anchorage

J. ATTACHMENTS: (Handouts, for those not present)

1. Draft Model for Chugach Regional Resources Commission Outreach prepared by
Martha Vlasoff
2. Resolution of the EVOS Trustee Council concerning the Restoration Reserve and Long-

Term Restoration needs

Page 4 of §




3. PowerPoint slides: Gulf Ecosystem Monitoring briefing

K. CERTIFICATION:

PAG Chairperson Date

Page 5of 5
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Exxon Valdez Oil Spill Trustee Council

645 G Street, Suite 401, Anchorage, AK 99501-3451  907/278-8012 {ax.907/276-7178

MEMORANDUM ’

TO: Trustee Council

FROM:

RE: Additional Funding for Project 01190 / Construction of a Linkage Map for
the Pink Salmon Genome

DATE: April 24, 2001

Dr. Fred Allendorf, the principal investigator for Project 01190, has requested an
additional $4,000 in FY 01 funds to allow for an increased effort to collect marked pink
salmon from upper Resurrection Bay. As described in the attached memo from the
Chief Scientist, such an extensive collection effort was not originally envisioned. The
Chief Scientist recommends approval of the additional funds, and | concur.

The $4,000 would be used for travel and lodging for additional personnel to assist in the
collection effort. ADF&G's general administration costs on this amount would be an
additional $300. The amount already approved by the Trustee Council for this project
in FY 01 is $400,900 (of which $161,800 is Alaska Seal.ife Center bench fees).

Proposed Motion:
Move that an additional $4,300 be approved for Project 01190, Construction of a
Linkage Map for the Pink Salmon Genome.

NOTE: This brings amount spent under FY 01 Work Plan cap of $6 million to $5,950,000.

Federal Trustees State Trustees
U.S. Department of the Interior Alaska Department of Fish and Game
U.S. Department of Agriculture Alaska Department of Environmental Conservation
National Oceanic and Atmaanharic Administration Alagka Denartment of Law




MEMORANDUM

To: Molly McCammon
Executive Director .
7
From: Bob Spies j’;f’/}

Chief Scientist "*
Date: April 23, 2001

Subject: 01190/ Construction of a Linkage Map for the Pink Salmon
Genome

The pink salmon genome project (-190) is in its sixth year. Reviewers had
directed the project towards examining the survival value of various genetic
combinations. The spawning manipulations to produce fish of various genetic
makeups took place in the Alaska Seal.ife Center in 1998 and 1999, with the fish
returning in the summers of 2000 and 2001. The 2000 return was problematical
in that the volume of water flowing out of the Seal.ife Center was not sufficient to
attract the returning fish. Last minute efforts were made to capture fish from a
number of streams but only 37 fish were captured. This is too small a sample to
draw many conclusions about the survival value of various gene combinations.

It is expected that with average survival value 1,000 fish from crosses carried out
in 1999 could be returning to Resurrection Bay this summer. At least 200 of
these fish would be needed to draw meaningful conclusions from this culminating
experiment, but to capture 20% of the marked fish will necessitate a larger field
effort. The extra funds (4,000) are being requested to facilitate a more
comprehensive collection effort. The small amount of money being requested is
well justified in terms of the Trustee Council's investment in this project of over
$1.5 million so far. | strongly recommend that the requested funds be granted.




Old Harbor

ConservationEasement



(AREN E. BENDLER
ITTORNEY AT LAW

E-MAIL: KBENDLER@JESMANC.COM

YVia Messenger
Ms. Molly McCammon

Executive Director
Exxon Valdez Oil Spill
Trustee Council

645 G Street, Suite 401
Anchorage, AK 99501

JAMIN, EBELL, SCHMITT & MASON
A PROFESSIONAL CORPORATION
ATTORNEYS AT LAW
SuUrTE 201

1007 WEST THIRD AVENUE
ANCHORAGE, ALASKA 99501

TELEPHONE! (807) 2786100
FACSIMILE: (307) 222-2760

REPLY TO ANCHORAGE OFFICE

May 1, 2001

Re:  Old Harbor Hydroelectric Project
Our File No. 3765-61

Dear Molly:

SEATTLE QFFICE:

608 FIRST AVENUE, Surre 300
SEATTLE, WASHINGTON 98104
TELEPHONE: (206) 6227634
FACSIMILE: (206) 623-7521

KQDIAK OFFICE:

323 CAROLYN STREET
KODIAK, ALASKA 89615
TELEPHONE: (907} 486-6024
FACSIMILE: (307) 4866112

@E@EN}?E@

MAY 0 12001

EXXON VALDEZ OIL SPILL
TRUSTEE COUNCIL

Further to our letter dated Apﬁi 19%, we are enclosing a copy of a letter from AVEC with a

conformed copy of the trust agreement referred to on page 2 of our letter.

[f you have any questions, please contact us.

Best regards.

KE B/sm
Enclosure

Very truly vours,

JAMIN, EBELL. SCHMITT & MASON

Kared E. Bendler

cc (w/encl): Old Harbor Native Corporation
Alex Swiderski. Esq.

JTAF 611008 wpd
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April 30, 2001
\
\
|

| Karen Bendler

‘ - Jamin, Ebell, Bolger and Gentry
1007 West 3™ Avenue, Suite 201
Anchorage, AK 99501

i
Dear Karen:
Enclosed-is one copy of the conformed copy of the trust agreement among Alaska Village
Electric Cooperative, U.S. Fish and Wildlife Service, National Marine F isheries Service, and
Alaska Departinent of Fish and Game relative to the Old Harbor Hydroelectric Project.
It has been a pleasure working with you on this project.
Sincerely,

Chef—

Brent N. Petrie
Manager, Special Projects

cc: Dan Hertrich, Polarconsult

4831 Eagle Street - Anchorage, Alaska 99503-7497 . Phone (907) 561-1818 . In State (800) 478-1818 . Fax (907) 563-9304
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TRUST AGREEMENT
AMONG
ALASKA VILLAGE ELECTRIC COOPERATIVE, INC.;
THE UNITED STATES DEPARTMENT OF THE INTERIOR,
FISH AND WILDLIFE SERVICE;
THE UNITED STATES DEPARTMENT OF COMMERCE,
NATIONAL MARINE FISHERIES SERVICE; -
AND THE STATE OF ALLASKA, DEPARTMENT OF FISH AND GAME
RELATIVE TO THE OLD HARBOR HYDROELECTRIC PROJECT

This Agreement is made this &E day of A*{YV\\ ' ,» 2001, by
Alaska Village Electric Cooperative, Inc. (“AVEC™); the United States Department of the
Interior, Fish and Wildlife Service (“FWS"); the United States Department of Commerce,
National Marine Fisheries Service (“NMFS™); and the State of Alaska, Department of Fish and
Game (“ADFG").

In explanation, the parties recite the following:

A. AVEC has applied to the Federal Emergy Regulatory Conumission
(“FERC™) for a license pursuant to the Federal Power Act, 16 U.S.C. § 797, to construct and
operate the Old Harbor Hydroelectric Project (FERC Project No. 11650).

B. Project No. 11690 will be partially located on lands within the Kodiak
National Wildlife Refuge, Alaska. It will also be partially located on lands owned by the City of
Old Harbor and the Old Harbor Native Corporation. The State of Alaska has a conservation
easement on lands which have been deceded from the Old Harbor Native Corporation to the Fish
and Wildlife Service.

C. The construction of the Old Harbor Hydroelectric Project will be in the
interest of the people of the State of Alaska.

D. In order to facilitate and achieve the mutual objectives of conservation and
encourage the development of fish and wildlife resources, the parties are cntering into this Trust
Agreement. The purpose of the Trust is to provide funds to investigate and mitigate project
operation and maintenance related potential or unforeseen impacts to Old Harbor area habitat(s)
and its fish and wildlife resources. :

Now, therefore, the parties hereto agree as follows:

1. Trust Fund. Within thirty (30) days after AVEC water enters the penstock
in continuous flow from the East Fork Mountain Creek for purposes of power production, AVEC
will establish a Trust Fund for the purpose of funding, out of principal and income from the Trust
Fund, programs approved by the trustecs of the fund for wildlife and natural resource research
and other activities determined by the trustees of the fund to be of bencfit to fish and wildlife
resources. AVEC will make an initial contribution of Five Thousand Dollars ($5,000) to the
Trust Fund upon establishment of the Fund, and will make additional contributions of Five

fs\AVECWOIdHarboe\ 1 -13-01\Revised FINAL



AAPR“30-01 MON 05:29 PM  AVEC XEY ACCOUNTS FAX:9075612328 PAGE 4

Thousand Dollars ($5,000) every twelve (12) months until AVEC’s capital contributions total
Twenty-five Thousand Dollars ($25,000). Monitoring activities required by the FERC license
shall not be funded from the Trust; rather, they shall be considered as AVEC operating expenses.
Likewise, repair of facilities damaged by catastrophic events (e.g., Acts of God) shall be the
responsibility of the licensee. The trustees shall be governed by the following:

(a)  There shall be four (4) trustees: one to be named by AVEC; one to
be named by the FWS; one to be named by the NMFS; and one to be named by the ADFG;

(b)  The trust must be established so as to be an interest-bearing
account;

(c)  Meetings of the trustees shall be held annually or as deemed

necessary by at least two of the trustees;

(d)  All decisions by the trustees regarding fund expenditures shall be
made by majority vote of a duly convened meeting of the trustees at which at least three trustees
are present;

(¢}  AVEC shall consult with the other parties hereto in establishing the
trust account; and

H Trust funds shall not be used to pay for expenses of the trustees in
attending meetings or conducting business of the trust including management of the trust.

2. Contingent Nature of Trust Obligation. AVEC's obligation to fund the
trust is contingent upon the occurrence of the following conditions precedent:

(a) AVEC mmst receive a FERC license; and

(6)  AVEC must receive from FWS, NMFS, ADFG, Old Harbor Native
Corporation, and the City of Old Harbor all approvals and easements necessary to proceed with
construction.

3. Duration of the Trust Fund. The $25,000 and accumulated interest, less
any expenditures authorized under 1(d), will remain in the Trust for the
FERC license term, unless jointly determined by unanimous vote of the
trustees that the account may be closed and any remaining funds returned
to the licensee.

TRUST AGREEMENT AMONG

ALASKA VILLAGE ELECTRIC COOPERATIVE, INC,;

THE UNITED STATES DEPARTMENT OF THE INTERIOR,
FISH AND WILDLIFE SERVICE;

UNITED STATES DEPARTMENT OF COMMERCE,
NATIONAL MARINE FISHERIES SERVICE; AND

THE STATE OF ALASKA, DEPARTMENT OF FISH AND GAME

RELATIVE TOQ THE OL.D HARBOR HYDROELECTRIC PROJECT
Page 2

A VECOIdHarbor\1-13-01 RevisedFINAL
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4. Amendments. This Agreement may be amended from time to time by the
unanimous vote of the Trustees whepever , in their opinion, it is necessary or
advisable in order to camry out the purposes of the Trust. Every Amendment shall
be in writing and shall be signed by all of the Trustees.

5. This Agreement may be executed in counterparts, each of which will
constitute an original, and all of which together shall be deemed a single document.

ALASKA VILLAGE ELECTRIC COOPERATIVE, INC.

(“AVEC”)
By: M/\W\ WOMN
Meera Kohler
Title: President and Chief Exccutive Officer

Date; 4’(%0 / o}

UNITED STATES DEPARTMENT OF THE INTERIOR
FISH AND WILDLIFE SERVICE
(“FWS™)

o D LW

David B. Allen

Title: Repional Director

¥R 7 201

Date:

TRUST AGREEMENT AMONG

ALASKA VILLAGE ELECTRIC COOPERATIVE, INC,;

THE UNITED STATES DEPARTMENT OF THE INTERIOR,
FISH AND WILDLIFE SERVICE;

UNITED STATES DEPARTMENT OF COMMERCE,
NATIONAL MARINE FISHERIES SERVICE; AND

THE STATE OF ALASKA, DEPARTMENT OF FISH AND GAME

RELATIVE TQ THE OLD HARBOR HYDROELECTRIC PROJECT
Page 3

BAYECO!dHarbor\1-13-01\Reviscd FINAL
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UNITED STATES DEPARTMENT OF COMMERCE
NATIONAL MARINE FISHERIES SERVICE
(“NMFS”)

Title; Regional Administrator
Date:
STATE OF ALASKA
DEPARTMENT OF FISH AND GAME
(“ADFG”)
By:

Frank Rue

Title: Commissioner, Alaska Department of Fish and Game

Date:
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UNITED STATES DEPARTMENT OF
COMMERCE NATIONAL MARINE FISHERIES
SERVICE (“NMFS™)

By:

James Balsiger

Title: Regional Administrator

Date:

STATE OF ALASKA
DEPARTMENT OF FISH AND GAME
(“ADFG™)

By: (Z)_/f{'{_ /

7

‘ Frank Rue

Title: @Wl :5,“/;29;1% < /?DE ggi L

Date: Q'ZZ' or

HAYECOM Harbor\ 130 1'\Revised FINAL
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JAMIN, EBELL, SCHMITT & MASON

A PROFESSIONAL CORPORATION
SEATTLE OFFICE:

WALTER EBELL ittt SEATTLE, WaASHINGT N 58 104
ITORNEY AT LAW y

ITTED YO AASKA 1007 WEST THIRD AVENUE TELEPHONE: (206) 6227634

e WASHINGTON BARS ANCHORAGE, ALASKA 99501 FACSIMILE: (206) 623752 {

E-MAIL: WEBELLE@JESMANC.COM TELEPHONE: (907) 2786100 KODIAK OFFICE:

FACSIMILE: (907) 222-2760 323 CAROLYN STREET

KODIAK, ALASKA 99615

REPLY TO ANCHORAGE OFFICE TELEPHONE: (307) 486-6024

FACSIMILE: (307} 4866112

April 19,2001 %EQEHVE@

Ms. Molly McCammon APR 20 2000
Executive Director EXXON VALDEZ Gil SPILL
Exxon Valdez Oil Spill TRUSTEE COUNCIL
Trustee Council : ‘

645 G Street, Suite 401

Anchorage, AK 99501

Re:  Old Harbor Hydroelectric Project
Our File No. 3765-61
Dear Molly:

The Old Harbor Hydroelectric Project (“Project”), which is being designed and will be
constructed by the Alaska Village Electric Cooperative (“AVEC”) is located near the community
of Old Harbor, on the southeastern coast of Kodiak Island. The Project involves collecting water
from Mountain Creek, a tributary of Barling Bay Creek, and transporting it across a basin boundary
to Lagoon Creek just west of the City of Old Harbor.

The City of Old Harbor relies on a small set of diesel generators and barged-in diesel fuel
for power. Currently, fuel must be barged in 2-3 times per year during periods of extremely high
tides, limiting deliveries by the time of tide and the small pipe size. The City’s high fuel costs are
currently subsidized by the State of Alaska, but this subsidy is likely to end in the future. The
Project will supply nearly all of Old Harbor’s power needs. It will reduce substantially the amount
of nonrenewable fossil fuel that is burned, thus reducing the amount of noxious byproducts released
to the atmosphere.

The Federal Energy Regulatory Commission (“FERC”) has determined that the Project will
not have a significant impact on the environment, and issued a license in December, 2000,
authorizing construction of the Project. A copy of'the license is enclosed for your information. The
FERC license incorporates NEPA requirements. FERC found that the Project should have negligible
impacts on wildlife resources, except for fisheries where the impacts are still expected to be
insignificant but possibly measurable. Monitoring has been proposed to mitigate potential impacts
and a mitigation fund will be established as described below.




Ms. Molly McCammon
April 19, 2001
Page 2

The Project has been reviewed by appropriate local, state and federal agencies and land
holders. The Kodiak Island Borough Land Use Permit was issued in February 2001. The Corps of
Engineers permit application is pending while the Corps determines whether it is required to make
any additional findings to comply with ANILCA. Both the City of Old Harbor and Old Harbor
Native Corporation have approved the Project.

The Federal Right of Way Permit is in the final stages of completion, but cannot be issued
until an amendment is made to the conservation easement granted in connection with the May 23,
1995 agreement for the sale, purchase and donation of lands and interests in lands between Old
Harbor Native Corporation and the United States. The conservation easement prohibits certain
activities on the conveyed lands, which include land on which the Project will be constructed.
Prohibited activities include construction of buildings or fences and manipulation or alteration of
natural water courses. The attached map shows the location of the Project, which will traverse land
in the Kodiak National Wildlife Refuge that is subject to the conservation easement (sections 7, 18
and 19), land owned by Old Harbor Native Corporation and land owned by the City of Old Harbor.
The U.S. Fish and Wildlife Service and the Alaska Department of Fish and Game have been working
with Old Harbor Native Corporation to draft an amendment to the conservation easement that would
allow the Project to proceed.

As noted above the State of Alaska required establishment of a mitigation fund, to pay for
wildlife and natural resource research that may be needed as a result of the Project. To this end, a
trust agreement has been approved by AVEC, the U.S. Fish and Wildlife Service, the National
Marine Fisheries Service and the Alaska Department of Fish and Game, providing that AVEC will
make an initial contribution of $5,000 to the fund, and four annual contributions of $5,000 each
thereafter.

In drafting the amendment to the conservation easement, the State indicated that it would not
agree to release the covenants in the conservation easement unless the release was effective only to
the extent necessary to construct, operate and maintain the Project; that is, in the event the Project
ever ceased to exist, the covenants would again be in effect on the Project land. The Department of
Interior changed the language slightly to read that the covenants would be released only to the extent
reasonably needed for the construction, operation and maintenance of the Project. These concerns
were addressed in the draft amendment, which provides that the restrictive covenants and
conservation easement on lands conveyed to the federal government under the 1995 agreement do
not apply to the lands on which the Project will be situated, to the extent such lands are used or are
reasonably needed for the construction, maintenance and operation of the Project. Pursuant to the
amendment, the State would release its right to enforce restrictive covenants on the Project lands and
Old Harbor Native Corporation would release its reversionary rights and right to enforce the
restrictive covenants on those lands. :

The State is required to treat this amendment to the conservation easement and release of
some of its rights thereunder as a disposal of land, which can be approved only if it is in the best




Ms. Molly McCammon
April 19, 2001
Page 3

interests of the State. Consequently, the Department of Natural Resources prefers not to move
forward with the necessary amendment without review and approval by the Trustee Council.

We request the review and concurrence of the Trustee Council withrespect to the amendment
to the conservation easement. If you have any questions or require further information, please do
not hesitate to contact us.

Best regards.
Very truly yours,
JAMIN, E}%ELL, SCHMITT & MASON

17474
/ N

C. Walter Ebell
CWE/sm
Enclosures

cc: Old Harbor Native Corporation
Alex Swiderski, Esq.

3765\611006.wpd
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RESOLUTION OF THE
EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
REGARDING OLD HARBOR CONSERVATION EASEMENT HYDROELECTRIC
PROJECT :
We, the undersigned, duly authorized members of the Fxxon Valdez Oil Spill Trustee
Council ("Council"), after extensive review and after consideration of the views of the public, find
as follows: |

1. By Resolutions dated November 2, 1994 and March 31, 1995 the Council authorized
the expenditure of Exxon Valdez oil spill settlement funds for the purchase of lands in fee simple by
the United States and a conservation easement on additional lands by the United States and the State
of Alaska (“State”) on Kodiak Island from the Old Harbor Native Corporation (“OHNC”).

2. Pursuant to those Resolutions OHNC, via two separate transactions, conveyed fee
simple title to certain lands to the United States, acting through the Fish and Wildlife Service
(“Service™), and conservation easements on the same lands to the State. OHNC also conveyed a
separate conservation easement to the Service and the State on other lands. The conservation
easements generally prevent development of the lands.

3. The Alaska Village Electric Cooperative, Inc. (“AVEC”) has proposed to construct
a hydroelectric project (the “Project”) to provide power to the residents of the village of Old Harbor,
Alaska, which project would be located on the lands acquired in fee simple by the Service. The
Project would violate the terms and conditions of one of the conservation easements held by the
State.

4. The Project would also take water from a stream upstream from where the stream

crosses land that is subject to the conservation easement conveyed to the State and the United States.

Resolution 01-11




As approved by the Federal Energy Regulatory Commission (“FERC”), the Project does not violate
the terms and conditions of that conservation easement.

5. The Project has been subjected to extensive public, governmental agency, and
environmental review as required by the National Environmental Policy Act, and a copy of the final
Environmental Assessment (“EA”) is attached to this Resolution (Attachment A). The EA concludes
that, because of the small area affected and the abundance of undisturbed similar habitat within the
surrounding refuge, vegetation and habitat impacts are considered to be minor. Impacts on salmon
and wildlife are also considered to be minimal.

6. The Project was also subject to public, governmental agency, and environmental
review as required by the FERC licensing process. A copy of the FERC license is attached to this
Resolution (Attachment B). It concludes that the Project will not interfere with or be inconsistent
with the purposes for which the Kodiak National Wildlife Refuge was created. It also requires that
AVEC prepare and implement the following plans: erosion and sediment control plan, channel
geomorphology and habitat monitoring plan, plan to monitor water temperature, adult and juvenile
fisheries monitoring plans, hazardous spill prevention and minimization plan, and a bear safety plan.

In addition the FERC license restricts the dates for instream construction, requires that the Project
operate as run-of-river with a maximum diversion of 13.2 cubic feet per second with a constant
discharge regardless of power demand, provide flow continuation, require ramping rates, and comply
with restrictions on scheduled maintenance.

7. The Project has been reviewed by the Service, Fish and Game, and the National
Marine Fisheries Service of the United States Department of Commerce (“NMFS”) as part of NEPA

compliance and the FERC licensing process. Although not required by the FERC license, AVEC has

Resolution 01-11




also agreed to fund a Trust with $25,000 for future environmental mitigation for the Project. The
Trust will be administered jointly by AVEC, the Service, Fish and Game, and NMFS.

8. The Project also has the benefit of reducing the dependence upon and consumption
of fuel by the village of Old Harbor for production of electricity, which will reduce air pollution and
the likelihood of fuel spills.

9. Because the Project would violate the provisions of one of the conservation

easements held by the State, OHNC and AVEC have asked the State to amend the terms and
conditions of that conservation easement to the extent necessary to construct, operate, and
maintain the Project on the proposed site as shown on the attached map and in accordance with
the FERC application. The State can amend the conservation easement only upon a finding by the
Commissioner of the Department of Natural Resources that the amendment is in the best interests
of the State, and the Commissioner of the Alaska Department of Fish and Game must concur in
the determination. Because the conservation easement in question was acquired with funds
provided by the Council, the State has inquired as to whether the Council supports amending the
easement solely to the extent necessary to permit the construction, operation, and maintenance of
the Project.

10.  The Project may cause water temperature changes that would require that a éondlbe
constructed at some future date to allow the water discharge temperatures to equalize. The pond
would be constructed outside the footprint for the Project shown on the attached map. The
amendment to the State’s conservation easement would require that the size and location of the pond

be approved by Fish and Game.

Resolution 01-~11




THEREFORE, be it resolved that we support an amendment to the conservation easement
conveyed by OHNC to the State of Alaska solely to permit the construction, operation, and
maintenance of the Project as licensed by FERC, so long as the Project is constructed in-accordance
with the terms and conditions of the FERC license at the location on the attached map (Attachment
C), except that if a pond is necessary to equalize water temperatures, the location and size of the

pond must be approved by Fish and Game.

Resolution 01-11



Approved by the Council at its meeting of May 3, 2001 held in Juneau and Anchorage,

Alaska, as affirmed by our signatures affixed below:

DAVE GIBBONS CRAIG TILLERY

Supervisor, Chugach National Forest Assistant Attorney General
USDA Forest Service State of Alaska

DAVID B. ALLEN JAMES BALSIGER

Director, U.S. Fish and Wildlife Service Director, Alaska Region

U.S. Department of the Interior National Marine Fisheries Service
FRANK RUE MICHELE BROWN
Commissioner Commissioner

Alaska Department of Alaska Department of

Fish and Game Environmental Conservation

Attachments: Final Environmental Assessment dated June 26, 2000 (Attachment A)
FERC license dated December 12, 2001 (Attachment B)
Site map (Attachment C)

Resolution 01-11
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Alaska Village Electric Cooperative, Inc. Project No. 11690-001, Alaska

NOTICE OF AVAILABILITY OF FINAL ENVIRONMENTAL ASSESSMENT

{June 26, 2000)

In sccordance with the National Environmental Policy Act of 1969 and the Federsl
Energy Regulatory Commission's (Commission) regulations, 18 CFR Part 380 (Order No.
486, 52 F.R. 47897), the Office of Energy Projects has reviewed the application for an
originat license for the Alaska Village Electric Cooperative, Inc.'s (AVEC) proposed Old
Harbor Hydroelectric Project, and has prepared & Final Environmental Assessment
{FEA). The project would be located near the city of Old Harbor, Alasks on Kodiak
Island, predominantly on the Kodiak National Wildlife Refuge.

On January 19, 2000, the Commission staf¥ issued a drafl environments!
assessment (DEA) for the project and requested that comments be filed with the
Commission within 45 days. Comments on the DEA were filed by the National Marine
Fisheries Service, Alaska Department of Fish and Game and polarconsult alasks, inc and
are addressed in the FEA,

The FEA contains the sta(P's analysis of the potential environmental impacts of the
project and concludes that licensing the project, with appropriate environmental
profective measures, would not constitute a major federal action that would significantly
afTect the quality of the human environment.

Copies of the FEA are available for review in the Commission’s Public Reference
Room, Room 2A, at 888 First Street, N.E., Washington, D.C. 20426, and may also be
viewed on the web at http://www.ferc.fed.us/online/rims.him (please cal] (202) 208-2222
for assistance).

Dawid P. Boergers
Scecretary

UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

June 26, 2000

To the Agency/Party Addressed:

In sccordance with the National Environmental Policy Act of 1969 and the Federal
Energy Regulatory Commission's regulations, 18 CFR Part 380 (Order No, 486, 52 F.R.
47897), the Office of Encrgy Projects stafT has reviewed the application for, and prepared
the enclosed Final Environmental Assessment (FEA) on ticensing the proposed Old
Harbor Hydroelectric Project. The project would be located nesr the city of Old Harbor,
Alasks on Kodiak Island, predominantly on the Kodiak National Wildlife Refuge.

This FEA contains the Commission stafT's analysis of the environmental impacis
of the proposal and concludes that licensing the project, with appropriate environmentat
protective measures, would not constitute a major federal action significantly affecting
the quality of the human environment.

Copies of the FEA are available for review in the Commission's Public Reference

Room, Room 2A, at 888 First Street, N.E., Washington, D.C. 20426, and on the web at
http:/iwww ferc.fed us/online/rims. htm {please call (202) 208-2222 for assistance}.

Enclosure: Final Environmental Assessment

JUISSISSY {RJUBWIUOIIAUT
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FINAL ENVIRONMENTAL ASSESSMENT
. FOR HYDROPOWER LICENSE

Otd Harbor Hydroeleciric Profect
FERC No. 11690-001

Alaska

Federal Energy Regulatory Commission
Office of Energy Projects
Diviston of Licensing and Compliance
888 First Street, NE
Washington, D.C, 20426

and
U.S. Department of the Interior
Fish and Wildlife Service
Region 7

1011 East Tudor Rd.
Anchorage, AK 99503

Jung 2000
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SUMMARY

The Alaska Village Electric Cooperative (AVEC) proposes to construct and
operate the 500-kilowatt (kW) Old Harbor Hydroelectsic Project on the southeastern coast
of Kodiak Island, near the city of Old Harbor, Alaska. The project would be located
predominently on lands within the Kodiak National Wildlife Refuge, including lands
recently sold by the Old Harbor Native Corporation (OHNC), now owned by the United
States in fee and subject to use restrictions on development, including hydro. The project
would also occupy iands owned by the OHNC and Old Harbor.

The environmental analysis documented in this final environmental assessment
(FEA) Is & cooperative effort between the U.8. Fish and Wildlife Service (FWS) of the
U.S. Department of the Interior (Interior) and the Federal Energy Regulstory Commission
(Commission). Reference in this document to "we" should be understood to be the two
agencies’ collective statements or conclusions, unless otherwise stated.

This final environmental assessment considers the effects of issuing an original
hydropower license for this project and recommends conditions the Commission staff
believe should be a part of any license Issued. We considered the recommendations of
resource agencics and others In the preparation of this final Environmental Assessment
(DEA). We analyze the effects of AVEC’s proposed project construction and operation
and two alternative actions: (1) AVEC's proposal with our recommended envirorunental
measures, and (2) no action.

The proposed Old Harbor Project would affect two basins whose dividing
boundary is near Old Harbor, The project intake would be located on the East Fork of
Mountain Creek, a headwaters tributary of the Barling Bsy Creek Basin. This basin flows
to saltwater at Barling Bay. The remainder of the project would be located on the Lagoon
Creck Basin, and flows from the powerhouse would discharge into Lagoon Creek.
Lagoon Creek flows to a saltwater lagoon and into Sitkalidak Strait.

Our snalysis shows that our preferred alternative would be to issuc an original
license for the project, as proposed by AVEC, with our recommended modifications, that
include the following environmental protective and mitigative measures: (1) prepare and
implement a final erosion and sediment control plan; (2) operate the project as run-of-
river; (3) prepare and implement a plan to monitor compliance with the run-of-river
operation; (4) preparc and implement a biotlc monitoring program; (5) report project
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outages that reduce flows in Lagoon Creek to fish and wildlife resource agencies; (6)
prepare and implement a final tailrace design; (7) conduct annual project review meelings
with resource agencies; (B) employ an environmental compliance monitor during
construction; (9) prepare and implement a hazardous spill prevention plan; (10) allow site
access to agency fish and wildlife personnel; (11) prepare and implement a revegetation
plan using native species; (12) use only preservative-free or pressure-treated wood
timbers in wetland areas; (13) prepare and implement & bear safety plan; (14) prepare and
implement an eagle protection plan; (15) prepare and implement an access control plan
for the trail to the intake; (16) prepare and implement a recreation plan; and ¢(17) il
unknown archeological deposits are uncovered at the project, cease construction and
consull with the State Historic Preservation Officer and the OHNC.

On the basis of our independent analysis, we conclude that issuing en original
license for the Old Harbor Project, with the environmental measures that we recommend,

would not be a major federal action significantly affecting the quality of the human
environment,
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FISH AND WILDLIFE SERVICE
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Old Harbor Hydroeiecirie Project
FERC No. 11690-001, Alaska

t. APPLICATION

On May 14, 1999, Alaska Village Electric Cooperative, Inc. (AVEC) filed with the
Federal Energy Regulatory Commission (Commission) an application for a license to
construct, operate, and maintaln the 500-kilowatt (kW) Old Harbor Hydroelectric Project
(Old Harbor Project or project). AVEC also filed with their application an applicant-
prepared environmental assessment for the proposed project. The project would be
located on Mountain Creek and Lagoon Creek watersheds on the southeastern const of
Kodisk Island, near Old Harbor, Alasks (figure 1), The project would be located ~
predominantly on lands within the Kodiak National Wildlife Refuge (refuge), incTuding
Iands recently sold by the Old Harbor Native Corporation (OHNC) for inclusion in the
refuge, now owned by the United States in fee, and subject to development restrictions,
including hydropowet. The project would also occupy lands owned by the OHNC and
Old Harbor. The project would generate up to 3,427 megawstthours (MWh) of electrical
energy per year at full capacity.

1. PURPOSE OF ACTION AND NEED FOR POWER

A. Purpose of Action

The Commission must decide whether or not to issue & hydropower license to
AVEC for the project, snd what conditions should be placed on any license

Pl

Figure 1. Location of the Old Harbor Project. (Source: AVEC 1999)

issued. Issuing & license would atlow AVEC 1o construct and operate the project for a
term of up ta 50 years, making avallable electric power from & renewable resource. The
FWS must decide whether or not to issue a right-of-way permit for the project 1o occupy
refuge Jands, and what conditions are needed to ensure adequate protection and utilization
of the refuge if the Commission grants a new license.

In deciding whether to issue any license, the Commission must determine that the
praject would be best adapted to a comprehensive pian for improving or developing »
waterway. In addition to the power and development purposes for which licenses are
{ssued, the Commission must give equal consideration to the purpuses of energy
conservation, the protection, mitigation of, damage to, and enhancement of, fish and
wildlife (including relsted spawning grounds and habitat), the protection of recreational
opportunitics, and the preservation of other aspects of environmental quality, This EA
reflccts the sbove considerations.

The environmental and economic effects of construction and operation of the
project, as proposed by AVEC, are assessed in this EA. The effects of a no-action
alternstive are slso considered.



B..Need for Power

Old Harbor, like most rural Alaskan communities, Is isolated from major power
producing centers and thus relies on a small set of diesel generators and barged-in diesel
fuel to supply its power needs. Currently, firel must be barged in 2-3 times per year
during perlods of extremely high tides: Due to these constrainty, the amount of fuel
delivered Is limited by the time of tide and the small pipe size. Larger barges would not
be any more effective in fuel delivery. This causes higher fuel costs because of the
additional handling, time constraints, planning, and preparation required. When a
shipment is missed, vsually because of weather or suppliers not being available at high
tide, any remsining supply Is restricted to generators and public bulldings, and residents
must bring in fue! in 55 gallon drums on their fishing boats from the city of Kodisk to
heat their homes. This added fisel handling can Increase the amount spilfed,

For these reasons, there is a need to provide a more cconomical and reliable source
of power than the current system. Without this project, Old Harbor would continue using
diesel generation. Additionslly, the project would fessen the community's use of non-
renewable fossil fuels, fessen air emissions from buming diesel, and give the community
the opportunity to lower the cost of electricity over time.

The small amount of power generated and the ¢ity's isolation equstes to high
power costs for the community. Fuel is one of the biggest expenditures. Currently the
cost of power is partinlly subsidized by the State of Alaska. This subsidy is likely to §nd
in the future. Ol Harbor would benefit greatly from this project as It would Isolate the

coemmunity from fuel price increases and, in the long term, reduce the overall cost of
power,

The utility currently gencrates an average of about 86 kW throughout the year
(751,000 kWh). Peak loads are about 195 kW, and occur in the winter, Load growth has
been 2.1 percent annually from 1992 - 1996, A recent economic analysis (Locher 1998)
predicted load growth to continue at a rate of 2.0 percent. A detailed discussion of the
proposed project's economics is found in Section VI, Developmental Analysis.

111. PROPOSED ACTION AND ALTERNATIVES
A._AVECS Proposal
1. Project Facilities

AVEC proposes to construct the following project structures (figure 2);

(a) an 86-foot-long by 7-foot-high uncontrolied diversion structure, constructed
with galvanized stecl frames with Ekki wood stop logs, at elevation of 840 fect
above mean sea level (fnat);

(b) an intake structure with a trash rack;

{c) 8 30-foot-long by 8-foot-wide by 6-foot-high steel, wood and concrete de-

sander box, with screens to catch suspended debels and a bypass gate for fushing
the screens and accumulstions of sand and gravel;

(d) » 9,800-foot-Tong penstock made up of 3,200 feet of 20- to 18-inch-diameter
high density polyethylene pipe and 6,600 feet of 16-inch-diameter steel pipe;

(¢) ® bypass system, Joining the penstock just upstresm of the turbine, with a
separate tatlrace, parallet 1o the turbine tailrace, to direct water in the penstock, not
needed for power generation, to a submerged contalner to dissipate dissolved pases
and moderate dsily flow fluctuations (figure 3);

() a 625-square-foot metal powerhouse on concrete footing and slab, with one
$00-kW impulse turbine;

(g). a deficctor plate system for flow continuation during rapld shutdowns;”
(h) & 5,500-foot-long buried transmission line;
(i) & 3,500-foot-long nccess road; and

(j) related appurtenances.
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2. Project Operation

AVEC proposes s run-of-tiver operation. Flows up to 13.2 cubic feet per second
{cfs) would be continuously diverted, regardiess of power demand, from the East Fork of
Mountsin Creek (Esst Fork), a tributary of Barling Bay Creek (figure 4), transported
across a basin boundary, and discharged into Lagoon Creek sbout 3,500 feet from the
diversion. Old Harbor would withdrsw 0.2 cfs from the penstock upstseam of the
powerhouse to supply resldents with potable water. Within the powerhouse a bypass
system would be Instalied several feet upstream of the turbine to direct any flows not
needed for power generation into a tailmce leading to Lagoon Creek. Flows used for
generation would discharge from the turbine, through a second tailrace to Lagoon Creek.

Flows In the East Fork in excess of 13.2 cfs would overflow the dlvmwn. flowing
through Mountain Creck and Barling Bay Creek to Barling Bay.

During periods of low flows, or excess demand, the hydro project would be
augmented by the existing diesel generating facility. Automated project controls would
signal the start and stop of the diesel generators, so that the project would always displace
diesel power generation. When projected peak loads for the day are expected to meet or
exceed the output of the project, a diesel generator would start. When flows sre projected

to meet short term (about 6 hours) peak loads, the project would signa! for the shutdown
of dicsel genemtion. -~

3. Proposed Environmental Measures
AVEC proposes to; !

. install a gate to hinder unauthorized all terrain vehicle (ATV) access to the refuge
(figure 2);

. construct a tailrace to dissipate energy, slow velocity and prevent migrating fish
from entering the tailrace;

! From AVEC's application for license and modifications made at a meeting
conducted by Commission staff with the resource agencies and AVEC (Commission
2000). »

Figere 4, Barilog Bey and Lageon Croek
Bades, (AVEC 1979 a5 modified
by Commizsion staft)



ncrease fish habitst in La

Lagoon Creek. goon Creck by diverting water from the East Fork to

operate the project as 8 nn-

A of-river facility which follows natural hydrologic

m./o!d daily flow fluctuations by Installing s bypass system to re-regulate and
dissipate penstock discharges not needed to meet power demand;

install water temperature gages to monitor water temperatures;

install 8 stream gage in Lagoon Creek to monitor water flows;

conduct salmon surveys to assess the project’s impacis;

ramp flows st 2 inches per hour (inhr} during scheduled shutdowns

conduct spring maintenance between mid-May and
y end mid-June, afler fce o hi
the natural flows in Lagoon Creek at the powerhouse ere at least 10 cfs; o hen

conduct fall maintenance between mid-Octob
Ice formation: ober and the end of November prior to

conduct channel and habjtat manitoring usin
. g the protocol deve!l b 8.
Forest Service (USFS) for Nations! Forests In Alasks; pedby the U

Include the results of acria) surveys conducted by ADF&G's commercial fisheries

::taﬂ” ;f two nearby streams with AVEC's flsheries monitoring teports of Lagoon
reek;

install silt barriers st various sites during construction;

build bridges over streams and construct other soil crosion prevention measures;
install a de-sander box to return gravel to the East Fork:

bury the transmission line for avian protection;

. locate project facilities 1o avold any disturbance to archeological sites; and

s use local Iabor for construciion and maintenance.
B. Federal Lond M  Condili

Because the project would occupy lands within the Kodiak National Wildlife
Refuge, the U.S. Depariment of the Interior has the authority to issue mandatory
conditions under Section 4(c) of the Federal Power Act (FPA).} In addition, Section 4(¢)
of the FPA prohibits the Commission from licensing a project that interferes or is not
consistent with the purpose for which the refuge was created. Interior states that
mandstory terms and conditions pursuant to Section 4{¢) have not been developed at this
time; however, the U8, Fish and Wildlife Service (FWS) would evaluate the need for
Section 4(¢) terms and conditions during the preparation of the NEPA document fulfilling
Title X1 of the Alaska National Interest Lands Conservation Act (ANILCA). If deemed
sppropriate, the FWS would submit Section 4(¢) terms and conditions to the Commission
st that time. ANILCA Is discussed in Section IV.H, Consuliation and Compliance,

C._Fish and Wildlife Agency Recommendations

National Marine Fisherics Service (NMFS) Recommendations, By letter dated
August 10, 1999, NMFS filed recommendations pursuant to Section 10()) of the FPA.
Modlficd recommendstions were {iled by fetter dated February 29, 2000, and submitted at
& meeting conducted by Commission staff with resource sgencies on April 26, 2000
(Commission 2000). Summarized, NMFS rccommends that AVEC:

. Develop and submit for review and comments at least 60 days before project
implementation: A comprehensive erosion control and revegetation plan that
includes silt fences; procedures to limit crosion; revegetation on alf impacted
ground with native plant species; monitoring to ensure revegetation reaches 50
percent of natural vegetation densities within one year; monitoring and fixing any
drainage or erosion problems and replanting if densities are not met; time
restrictions for in-water work and stream crossings to meet the Alasks Departnent
of Fish and Game {(ADF&QG) recommendations; and repairing any stream bank
damsge using biorehabilitation techniques that mimic native vegetation densitics
and species.

116 USC. 791a-825t
10



Develop and submit for approval and review 6 months before plant operation
begins, a comprehensive monitoring plan that Includes, bul need not be limited to:

1. A stream gage to be opcrated for a minimum of § years just below the
powerhouse.

2. Contlnuously recording temperature gages for up to 5 years, depending on
results, at 6 sites: (a) the diversion site on the East Fork; (b) just upstream of
the powerhouse on Lagoon Creek; (¢) downstream of the powethouse at the
beginning of adequate spawning habitat; (d) just upstream of the confluence of
Lagoon Creek and the Lake tributary (Lake Fork) of Lagoon Creek; (¢) the
Lake Fork just above its confluence with Lagoon Creek; and (f) downstream of
the confluence of Lagoon Creek and the Lake Fork.

3. Fish surveys as follows: (a) spawning surveys of three reaches: (I) Lagoon
Creck upstream of its confluence with the Lake Fork, (ii) the Lake Fork, and
(iii) Lagoon Creek downstream of its confluence with the Lake Fork. Identify
by species and count live and dead fish. Conduct surveys for § years twice per
month during August, September and October or, depending on periodicity and
typical life history of fish present, as recommended by the ADF&Q; (b)
Juvenile fish trapping at times recommended by the ADF&G, In the same three
segments as the spawning surveys, to quantify changes In juvenile fish
numbers, using standard soak times, consistency of placement, and standard
methedology; and (c) two streams in the immediate area, surveyed by the
ADF&Q snnually, with similar characteristics to Lagoon Creek as control
streams to compare Lagoon Creek fish production.

4. Conduct channel and habitat monitoring using the protocol developed by the

for national forests in Alasks, In project ycars 0, 3, and 5, using tier 2 for the
survey measures, except for riparian vegetation and undercut banks where tier
3 would be used. Methods to include photos and wetted area, calculation of
any post-project increase in wetted area downstream of the powerhouse, and
Identification of sbnormal erosion or changes In channel morphology.

5. Annus! reviews of monitoring results with the applicant and agencles to

interpret resulis and adjust the monitoring. Moniloring resuits to be pmv:ded
30 days prior to the meeting.
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Require mitigation 1o address problems identified by monitoring,
Divert no more than 13.2 ¢fs from Mountain Creek into Lagoon Creek.

Divert a constant amount of water through & bypass system regardless of power
demand.

Schedule maintenance that reduces water flow to meet ADF&G time restrictions.

For any unscheduled maintenance, report to the agencies the date, duration of
reduction, volume of cfx reduction, reason for occurrence, and measures for
prevention of reoccurrence.

Ramp flows at a rate of 2 Inches per hour (In/hr) during scheduled shutdowns,

NMFS further recommends that any interested party may petition the Commission

fo add new conditions or amend these terms and conditions as necessary to protect,
mitigate, and enhance fish, wildlife, and their habitat pursuant to Section 10(j} of the

FPA.

Interior Recommendations, By letter dated September 10, 1999, the U.S. Fish and

Wildlife Service (FWS), representing Interior, filed recommendations pursuant to Section
10(j) of the FPA. Modifications were submitted at s meeting conducted by Commission

staff with the resource agencies on April 26, 2000 (Commission 2000). Summanzr:d
Interor recommends that AVEC:

Operate the project as run-of-river, defined as instantanecous outflows from the
impoundment (as turbine discharge, spillage, direct releases, and/or leakage) equal
to the Instantaneous inflow to the impoundment, up to 13.2 cfs, allowing an active
storage of up 1o 0.4 acre-feet sbove the diversion dam.

Prepare and implement a biotic monitoring plan, afler consuiting and obtaining
approvel from the fish and wildlife agencies, and file it with the Commission at
lenst 6 months before the start of any land-disturbing or land-clearing activities.
Allow the agencies at least 30 days lead time, by written notification, to comment
and reach agreement with the applicant before filing with the Commission.
Implement study designs spproved In advance by the fish and wildlife agencies
and convene an annual meeting with the agencies to review study results and
project operations. Submit final plans, spproved by the fish and wildlife agencics,

12



! ‘'ommission for approval at lcast 30 days before the scheduled date to

initiate the planned activities. Include in the bictic monitoring plan:

1. Continuously recording temperature gages operated for at least 1 year prior to
project construction and for up to 5 years after the start of project operations,
depending on results, fo measure pre- and post-project Intergravel water
temperatures st a minimum of 6 locatlons (see NMFS recommendation No. 2).
Summarize and submit temperature data to the fish and wildtife agencies annually,
and if the agencies determine that the temperatures during project operations vary
from the range of measured pre-project temperatures and pose s potential negative
affect on the spawning, Incubation, and/or rearing of anadromous fishes, develop
and implement & mitigation plan, approved by the fish and wildlife agencies. Ona
scheduled basis, at least once & year, the applicant and agencies shall meet to
review study results and identify courses of action. If fish production is
significantly reduced as a result of project operations, reopen and amend the
license to construct facilities or modify operations as needed to relense water at
temperatures that do not impact fish production in Lagoon Creek.

2. Conduct channe! and habitat monitoring using the protocol developed by the
USFS for national forests in Alaska, in project years 0, 3, and 3, using tier 2 for the
survey measures, except for riparian vegetation and undercut banks where tler 3
would be used. Include photos of each cross section site and measurements of the
wetted area. Calculate sny post-project Increase in the wetted ares of Lagoon
Creck from the tailrace outfall downstream to its confluence with the Leke Fork.
Identify abnormal erosion or changes in channel morphology. Bioremediate

excessive streambank or channel erosion as a result of increasing flow in Lagoon
Creek to stabilize streambanks and channel,

3. Conduct adult fish escepement counts in Lagoon Creek for each snadromous
species at least once per period during each of seven sampling periods to
enumerate runs of spawning coho, pink and chum salmon (July 16-31, Aug 1-15,
Aug 16-31, Sept 1-15, Sept 16-30, Oct 1-15, and Oct 16-30). Conduct surveys at
least 7 days apart. Follow ADF&G protocols for standardization and indexing of
peak foot survey counts, Prepare a study design for approval by the fish and
wildlifc agencles. Submit reports to the agencies annually, In the survey results,
document numbers of live and dead fish by specles by stream segment 23 foltows:
{a) Lagoon Creek upstream of its confluence with the Lake Fork; (b) Lake Fork
upstream of its confluence with Lagoon Creck; and Lagoon Creek downstream of
jts confluence with the Lake Fork to the occan. ‘
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Conduct juvenile fish sampling using non-lethal techniques, Idemtifying fish by
species, fork Iength, and numbers captured. Record and summarize the results
according 1o the sAme three stream segments used for the adult spawning surveys.
Use standardized sampling methods, times, and {ocations, Design samplingto
{dentify any increase In rearing habitat made available by the project and fish
utilization of such habitat. ARer identification, measuring znd enumeration,
release the fish unharmed at their point of capture. The study design shall be
approved by the fish and wildlife resource sgencles in advance. Submit reports to
the agencles annually.

Continue adult spawning and juvenlic monltoting for at least 8 5-)*‘car pcriod.nﬁct
the first phase of the project becomes operational. if diﬂ'cx-em pto;cc!‘ operations
are implemented that modify the flow regime, require commucti studies for up to
an additional 5 years afer the second phase or new flow operations are
implemented.

Divert no more than 13.2 cfs from the Esst Fork into Lagoon Creek at any given
time. Insisll and maintain a continuously recording flow device to monitor flows
within the anadromous fish reaches in Lagoon Creck during and following
construction phases for a period of up to 5 years, depending on results, .M:nsurc
discharge in compliance with standards established by the U S, Gcoiogufnl Survey
(USGS) and record data at each site at a frequency of tiot Jess than 15 mnfmtc
intervals. ARer construction of the project, record, summarize end submit
streamflows monthly for the first year of operation and annually lhc:enﬂcr. to the
fish and wiidlife resources agencies. 1fa rating curve or any other regression
relationship is used to cslculate discharge, subrmit to the agencies annually or
whenever a shift in the rating curve occurs, whichever occurs first, the dats used to
build this regression relationship. .

Provide fuil-safe and redundant backup provisions I project design and operation
to insure that instantancous instream flows are provided during powmhousc
autages, including routine maintenance petiods, cmcrgcnf}’ pmj'cct shutdowns, and
interruptions in the power grid. Provide the cepacity for :ndcﬁ'rutc. flow
continuation during powerhouse outages. Include remote monitoring and

operation of il project components i the project design and operations.
Consult with fish and wildlife agency representatives on the need for an annual

project review meeting, If any one of the sgencies deem the meeting necessary,
schedule s meeting on & date mutually agreed upon to review study resuits,

14



evaluate the need for continued studies and study modifications, review project
operations that affect fish and wildlife, and identify courses of action based on
those results. Provide reviews of reports and compliance with ali license
stipulations. Record the minutes of these and relsted meetings, and circulate the
draft of the minutes to attendees.for review comments, and approval within 14
days following a meeting. Submit the final minutes and other evidence of the
consultation, along with any recommendations and comments by the fish and
wildlife agencies and the licensee to the Commission. 1f a.new or modified course
of action is proposcd as # result of the annual meeting, further review may be
required. Hold additional meetings If unforseen effects of project operations
warrant such meetings,

At least 6 months before the start of any land-disturbing or land-clearing activities,
file a detailed plan for establishing an Interest-bearing escrow account to mitigate
for currently unforseen impacts on fish, wildlife and water quslity sssocisted with
construction and operation of the project. Allow the fish and wildlife resource
sgencies st least 30 days, by written notification, to comment and reach agreement
with the applicant, before the plan is submitied to the Commission. Determine
Jointly with the ADF&G, FWS and NMFS the amount of money to be placed in
the account. Establish a resource agency councit composed of representatives
from the ADF&G Habitat and Restoration Division, FWS and NMFS, which
would determine the type, cost, and focation of mitigation projects. Make the
funds available to the council. The counci! would notify the licensee before any-
funds are withdrawn Srom the account and the licensee would have the right to
sudit expenditures to ensure compliance with its purpose. The principal and
sccumulated {nterest would remain in escrow for the term of the license, unless
unanimously determined by the council members and the licensee that the account
may be closed and any remaining funds retumed to the licensee.

Employ a qualified environmental compliance monitor (ECM) during project
construction, with suthority to ensure strict compliance with the provisions of the
license, cease work and change orders in the field as deemed necessary; and make
pertinent and necessary field notes on environments! compliance monitoring by
the lcensee, Write jointly with the agencies the position description of the ECM,
including qualifications, duties, and responsibilities.

At least 6 months before the start of any land-disturbing or land-clearing activities,
consult and obtain written approval from the agencies regarding the licensee’s
final plan 1o control erosion and siope instability, revegetate disturbed areas,
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particularly the area of the penstock crossing the state’s conservation essement,
minimize the quantity of sediment introduced into Lagoon Creck from project
construction and operation, and limit instream construction to between May 15 and
July 15 in the East Fork and between carly June and July 15 in Lagoon Creck.
Allow the agencies st least 30 days, by written notification, to comment and reach
sgreement with the applicant before the plans are submitted to the Commissian,
Base the plan on the actual site geological, soll and groundwater conditions and on
the project design, and include at s minimum: (s) & description of the actusal
geological, soil and groundwater site conditiona related to various project features;
(b) final preventative measures based on the licensee’s drafl ESCP; (¢) detailed
descriptions, functional design drawings, and specific topographic locations of alf
control measures and methods, stream setback distances, and stabilization methods
for spoil material and temporary construction access trail; and (d) a revegetation
plan for all disturbed areas to include locations of treatment arcas, ptant species
and planting methods to be used, planting dengities, fertilizer formulations, sced
test results, application rates, and a specific implementation schedule and details
for monitoring and maintenance programs. Submit the final plan, approved by the
agencies, to the Commission at least 30 days before the scheduled date to initiate
activities related to the plan.

At lenst 6 months before the start of any land-disturbing or land-clearing activities,
consuit and obtain approval from fish and wildlife resource agencies regarding the
licensee's final fuel and hazardous spill plan to help prevent and minimize any
impacts associated with the handling of hazardous substances during project
construction and operations. Allow the agencies 30 days by notification in wriling
to enable them to comment and reach agreement with the applicant before the
plans are submitted to the Commission. Submit the final plan, approved by the
agencies, 1o the Commission at least 30 days before the scheduled dale to initiate
activities related to the plan,

Allow fish and wildlife resource agency representatives, who show proper
credentials, to have free and unrestricted access to, through, and across access
routes leading to project lands, all project lands and alf project works.

At least 6 months before the start of any land-disturbing or land-clearing activities,
file with the Commission a bear safety plan to avoid possible conflicts between
bears and humans in the project area during construction and operation. Include,
st a minimum: (a) instructions that minimize possible conflict; (b) instructions to
minimize encounters and avoid areas often used by bears, if possible; (c)
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instructions for keeping construction sites and refuse areas clean; (d) installing
bear-proof garbage receptacles and other measures during construction periods to
prevent bears from obtaining food or garbage; and (¢) procedures to deal with
problem bears. Allow st least 30 days for the fish and wildlife resource agencies
to comment and make recommendations prior to flling the plan. Include the

reasons, based on site-specific information for any recommendation the ficensee
does not adopt.

ADF&Q Recommendations, By letter dated August 20, 1999, ADF&Q filed
recommendations pursuant to Section 10(j) of the FPA. Modified recommendations were
filed by letter dated March 3, 2000, and submitted at a meeting conducted by Commission
staff with resource agencies on April 26, 2000 (Comenission 2000). Summarized,
ADF&Q recommends that AVEC:

. Operate the project as run-of-river where the nstantaneous outflow from the
impoundment (as turbine discharge, spiliage, direct release, and/or leakage) is
equa! to instantaneous Inflow into the Impoundment, up to 13.2 cfs, with an active
storage volume of up to 0.4 acre-feet of water above the diversion dam.

. At least 6 months before the start of any land-disturbing or land-clearing actlvities,
consult and obtain approval from ADF&Q and other fish and wildlife resource
agencies for a final biotic monitoring plan. Formulate and implement the agency-
approved plan to address sany or sll of the project’s potentlal effects on biological
resources. Allow ADF&Q at least 30 days, by written notification, to comment
and reach agreement with the applicant before suhmitting the plan to the
Commission. Obtain advance spproval from ADF&Q and the other agéncies.
Convene an annual meeting to review annual study results and project operations,
Submit final plans te the Commisslon at least 30 days before the scheduled date to
initiate sctivities related to the plan. Provide funds for the design, implementation,

- and monltoring/malntenance and place the funds in an Independent interest bearing
escrow account as a license requirement. Determine, jointly with the ADF&G,
FWS and NMFS, the amount of money to be placed in the sceount. Include in the
menitoring plan:

1. Whater temperature monitoring to determine long-term project effects on fish
production in Lagoon Creek. Opetate continuously recording temperature gages
for at Teast | year prior to construction and up to 5 years after project operstion
begins, depending on results, to measure stream water intergravel temperature ata
minimum of 6 locations { sce NMFS recommendation No. 2).
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Summarize temperature data and submit to the ADF&Q Statewide and Instream
Flow Coordinator and Hydrotoglst and the Division of Habitat snd Restorstion
office In Anchorsge annually. Formulate and implement an ADF&Q-spproved
mitigation plan to address any or all potentia! effects, In consuhtation with
ADF&Q, FWS and NMFS, if ADF&G determines that during project operstions,
water temperatures In Lagoorn Creek spawning arcas vary from the range of
messured pre-project values and pose a potential negative effect on the spawning,
incubation, and/or rearing of anadromous fishes. Meet on a scheduled basis, at
feast once a year, with the sgencies to review study results and identify courses of
sction (see below). If fish production is significantly reduced as s resull of project
operations, construct the necessary facilities or modify operations 1o release water
at temperatures that do not impact fish production in Lagoon Creek. The
Comymission shall re-open and amend the license if fish production is significantly
reduced as a result of project operations.

2. Conduct channel and habilat monitoring using the protocol developed by the
USFS for nationa! forests in Alaska, In project years 0, 3, and §, using tier 2 for the
survey measures, except for riparian vegetation and undercut banks where tier 3
would be used. Inctude photos of each cross section site and measurcments of the
wetted area, Calculate any post-project increase in the wetted area of Lagoon
Creck from the tallrace outfall downstream to s confluence with the Lake Fork.
ldentify abnormal erosion or changes in channef morphology. Bioremediate
excessive streambank or channel erosion as a result of Increasing flow in Lagoord™
Creek to stabllize streambanks and channel. h

3, Conduct adult fish escapement counts in Lagoon Creek of cach anadromous
gpecies, to enumerate runs of spawning coho, pink and chum salmon, st least once
per period during each of seven sampling periods (Jul 16-31, Aug 1-135, Aug 16-
31, Sep 1-15. Sep 16-30, Oct 1-15, and Oct 16-30). Conduct the surveys at least 7
to 10 days apart. Follow ADF&G protocols for standardization and indexing of
peak foot survey counts. Obtain advance approval from ADF&G for s study
design. Submit a report to the ADF&G Statewide and Instream Flow Coordinator
and Hydrologist and the Division of Habitat and Restoration office in Anchorage
annually. Continue monitoring for at least 5 years sfier the first phase of the
project becomes operational. Continue studies for an additional 5 yéars after the
second phase or new flow operstions are implemented, if different project
operntions are implemented that modify the flow regime. Document the numbers
of live and dead fish by species and by three stream segments (Lagoon Creek
upstream of its conflucnce with the Lake Fork, Lake Fork of Lagoon Creck
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upstream of its confluence with Lagoon Creck, Lagoon Creck downstream of its
confluence with the Lake Fork ait the way 1o the ocean).

Sample jJuvenile fish using non-lethal capture techniques and identify by species,
fork length and numbers captured. Record and summarize the results according to
the three stream resches used to document adult spawning data. Use standardized
sampling methods, times and locations. Design sampling to identify any increase
in rearing habitat made available by the project and fish utilization of such habitst.
Release the captured juvenile fish unharmed at the point of capture. Obtain
advance approval from ADF&G for a study design. Submit a report to the

ADF &G Statewide and Instream Flow Coordinator and Hydrologist and the
Division of Habitat and Restoration office in Anchorage annually. Continue
monitoring for at least 3 years sfier the first phase of the project becomes
operationsl. Continue studies for an additional 5 years afier the sccond phase or
new flow operatlons are implemented, If different project operations are
implemented that modify the flow regime.

Divert no more that 13.2 cfs of water from the Enst Fork into Lagoon Creek at any
given time. Monitor and evaluate crosion and fish production in Lagoon Creck as
specified above, as well as any mitigative actlons determined to be needed by
ADF&Q and other fish and wildlife resource agencies. Install and maintain
continuously recording stream flow devices to monitor flows within the
anadromous fish reaches in Lagoon Creek during and following construction
phases. Continue {low measurements for up 1o § years, depending on results.
Record stage/flows at each site st a frequency of no less than 1 5-mimute intervals,
in compliance with standards established by the USGS. Record, summarize, and
submit monthly for the first year of operation and annuslly thereafter to the
ADF&Q Statewide and Instream Flow Coordinstor and Hydrologist. Submit to
the ADF&G Statewide and Instream Flow Coordinator and Hydrologlst the data
used to build any rating curve or regression relationship anpuaily and whenever &
shift in the mting curve Is observed, whichever occurs first.

Provide fail-safe and redundant backup provisions In project design and operation
1o Insure that instantaneous instream flows ere provided during powerhouse
outages, including routine maintenance periods, emergency project shutdowns, and
Interruptions in the power grid. Provide the capacity for indefinite flow
continuation during powerhouse outsges. Include remote monitoring and
operation of all project components in the project design and operations.
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Coordinate and consult with the fish and wildlife agency representatives, including
ADF&G, regarding the need for annual project review meetings. If any of the fish
and wildlife agencies deem a meeting Is nccessary, hold » meeting at least 60 days
preceding the anniversary date of the license, or other annual date mutually agreed
upon by the parties. At the meeting, review the study results, need for continued
studies and study modification, project operations that affect fish and wildlife, and
identify courses of action required based on those results. Review repots and
compliance with all license stipulations. Record the minutes of these and related
meetings. Circulate the draft minutes to sttendees, within 14 days following a
meeting, for review comments, and epproval. Include in or with the final minutes
editorial and other comments received within 14 days sfter receipt of the draft
minutes. Within 60 days following 2 meeting, submit the final minutes and other
evidence of the consultation, along with any recommendations and comments
made by ADF&G and other fish and wildtife agencies to the Commission. Hold
additional meetings if project operstions require such meetings. If 8 new or’
modified course of action is proposed as » result of an annuaf meeting, oblain
written approval of the plan from resource agencies and submit the plan to the
Commission for its written approval. Approval from the Commission must be
received at least 30 days before the scheduled date for the licensee to initiate
activities related to the plan. Implement the plan upon written approval by the
Commission. The Commission will halt project implementation if agreement is
not reached.

At least 6 months before the start of any land-disturbing or land-clearing activitics,
consult and obtain approval from fish and wildlife resource agencies for a final
plan for establishing an Interest-bearing escrow account to mitigate for fish,
wildlife, and water quality impacts nssociated with construction and operation of
the project. Make the funds in the account avsilable to a resource agency council
composed of representatives for the ADF&G Habitat and Restoration Division,
FWS and NMFS. Determine jointly with the sgencies the amount of money to be
placed in the account. Allow the ADF&G and other agencies st least 30 days, by
written notificstion, to comment and reach agreement with the applicant before
submitting the plans to the Commission. Submit the plans to the Commission at
least 30 days before the scheduled date to initiate activities related to the plan.
Implement the plan upon written spproval of the Commission. The Comumission
will halt project implementation if agreement is not reached.

At least 6 months before the start of any land-distutbing or land-clearing sctivitics,
consuit and obtaln approval from ADF&G and other fish and wildlife resource
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agencies for a final plan to adhere to the ESCP and fuel and hazardous substances
spill plan (see below) during construction, Include In the plan: (a) provisions and
resources to employ a qualified ECM during construction with the authority to
ensure strict compliance with the provisions of the license, cease work and change
orders in the ficld as deemed necessary, and make pertinent and necessary field
notes on monitoring compliance by the licensee; (b) & position description for the
ECM, including qualifications, duties, and responsibilities; and (c) provisions to
hold a meeting between the licensee and agencies annually to review and evaluste
results of all monitoring activities and reports, make necessary adjustments of
project monitoring to meet resource needs, and decide on continuation of
monitoring. Allow the ADF&G and other fish and wildlife resource agencies at
least 30 days, by written notification, to enable us to comment and reach
sgreement with the applicant before submiiting the plans to the Commission. If
sgreement Is not reached the Commission will halt project implementation.

At least 6 months before the start of any tand-disturbing or Iand-clearing acllvities,
consult and obtaln written spproval from fish and wildlife resource agencles fora
final pian to control erosion and slope instability, revegetate disturbed areas,
particularly in the area of the penstock crossing of the state’s conservation
casement, minimlze the quantity of sediment Introduced into Lagoon Creek from
project construction and operation, and limit Instream construction o between
May 15 and July 15 in the Bast Fork and between early June and July {5 in
Lagoon Creek. Allow the ADF&QG and other {ish and wildlife resource agencies st
fenst 30 days, by written notification, to comment and resch sgreement with the
spplicant before the plans are submitted to the Commission, Base the plen on
actusl-site geological, soil and groundwater conditions and on the project design,
and Include, at a minimum, the following: (a) a description of the actual
geological, soil and groundwater site conditions related to the project features; (b)
final preventative measures based on the licensee’s draft ESCP; (c) detailed
descriptions, functional design drawings, and specific topographic locations of alt
control measurcs and methods, stream set back distances, snd stabilization
methods for spoil material and temporary construction access trails; and (d) a
revegetation plan for all disturbed areas including the locations of treatment aress,
plant species and planting methods to be used, planting densities, fertilizer
formulations, sced test results, application rates, and a specific implementation
schedule and details for monlitoring and maintenance programs. Submit the
agency-spproved plan to the Commission st least 30 days before the scheduled
date to initiate activities related to the plan. Implement the plan commencing
written approval by the Commission. If agreement is not resched, the Commisston
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will hait project impiementation.

At lesst 6 months before the start of any land-disturbing or land-clearing activities,
consult and obtain spproval from the fish and wildlife resource agencies for a final
fuel and hazardous spill plan to help prevent and minimize any impacts assoclated
with the handling of hazardous substances during praject construction and
operation.- Allow the ADF&Q and other agencies 30 days, by written notification,
to comment and reach agreement with the spplicant before the plans are submitted
to the Commission. Submit to the Commission for approval at least 30 days
before the scheduled date to Initiate activities related to the plan. Implement the
plan when approved by the Commiasion. 1f agreement is not reached, the
Commission will halt project implementation.

Allow frce and unrestricted access to, through, and across access routes leading to
project lands, ali projects lands and project works to ADF&G employees who
show proper credentials.

DSt 1R 1 Id jli rﬁ:“'u l:“!fEC'!EIQE:!&l

Based on agency and other comments that have been filed, and our analysis in

Sections V, V1 and V1, we are recommending some modifications snd sdditions to
AVEC's proposed project and mitigations, which are summarized below:

.

prepare and implement & final ESCP; -

prepare and Implement a plan to monitor compliance with a run-of-river operation;

prepare and implement a plan to monitor intergravel temperatures in Lagoon Creck
for 1 year prior to construction and up to 5 years after the start of operations;

prepare and implement & channel and habitat monitoring plan using the protocol
developed by the USFS for national forests in Alaska to monitor the project's
effects on salmonid hsbitat in Lagoon Creek;

preparc and implement & plan to conduct spawning surveys of coho, pink and
chum salmon in Lagoon Creek for up to 5 years after the start of operstions;

prepase and implement 8 plan to conduct annual Juvenile fish surveys in Lagoon
Creek for up to 5 years after the start of operations;
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prepare and implement a plan for continuously recording flows in Lagoon Creek
for up to § years afier the start of operations;

report all project outages that result in & flow reduction in Lagoon Creek to the fish
and wildlife agencies; ’

design and instal! a taifrace screen that reduces sttraction and prevents injury to
migrating salmonids;

conduct snnual meetings with resource agency personnel for the duration of post-
license biotic monitoring studies to evaluate the results and need for continued
monitoring;

prepare and implement a hazardous spill prevention plan;

employ an ECM duﬂng construction with the authority to ensure com;iliance with
the ESCP and hazardous spill prevention plan and cease work and change orders in
the field if needed;

sllow site access to agency fish and wildife personnel;

prepare and implement a revegetation plan using native species to the greatest
extent practical;

use only preservative-free or pressure-treated wood timbers or planks In wettand
freas;

prepare and implement s bear safety plan;
| ptepare and implement an eagle protection plan;
prepare and implement an access control plan for the trall 1o the intake;
prepare and implement a recreation plan; and

if unknown archeologicat deposits are un'covcn:d ut the project, cease construction
and consult with the State Historlc Preservation Officer and the OHNC,
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E. No Action Altemat

Under the no-action alternative, the Commission would deny a license for the
proposed Old Harbor Project. The project would not be built, and no change to the
existing environment would occur, No energy from the proposed project would be
genersted. The no-action alternative Is the benchmark from which we compare the
proposed action end any action sltematives.

F. Altematives Considered but Eliminted from Detailed Stud

AVEC considered the following alternatives, which represent various
configurations of the project features, but eliminated them from detailed study, The

slternatives, and the reasons they were eliminated from more detailed evaluation, are as
follows:

Dual intakes

A project using one intake on the East Fork and a second intake on the West Fork
of Mountain Creek, was considered and rejected because diverting and conveying water
from both forks of Mountain Creek would require extensive tunneling and/or rock
excavation that would be too costly. A second intake on Midway Creek, a small stream

west of Old Harbor, was found to cost more than the proposed project and produce less
power,

Big Creek Basin

Running the penstock to Big Creek Basin, east of the Lagoon Creek Basin, was
evaluated and rejected because the cost of connecting the Old Harbor water system to the
project would be much more expensive,

Smaller turbine

Installing a maximum turbine capacity of 330 kW, instead of 500 kW, was
evaluated and rejected because & 500 kW project could provide more power without

_tnuch additions! cost.

¥

IV. CONSULTATION AND COMPLIANCE

A._Agency Consultation
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. lowing entities responded to the public notice requesting comments, final
terms and conditions, recommendations and prescriptions, issued by the Commission on
June 15, 1999, and extended on August 19, 1999,

ENTITY
Kodiak Island Borough ’ July 19, 1999
National Marine Fisheries Service August 10, 1999
Old Harbor, Alaska August 12, 1999
O1d Harbor Native Corporstion August 18, 1999
Alaska Department of Fish and Game August 20, 1999
U.S. Department of the Intetior September 10, 1999

By letter dated October 25, 1999, AVEC responded to the comments and
recommendations of the above entlties.

B._Interventions

In addition to filing comments, Commission regulations allow that organizations
and individuals may petition to intervene and become a party to the Hicensing
proceedings, The deadline for filing motions for Intervention for the project was August
31, 1999, The following entitles filed for intervener siatus:

ENTITY FILING DATE
National Marine Fisheries Service August 16, 1999
U.S. Department of the Interior Angust 17, 1999
Alaskn Department of Fish and Game August 19, 1999

Interior's motion for Intervention stated that it was in oppositlon to the project, but

an amended motion flied on September 17, 1999, clarified that Interior does not oppose
the project. :

C. Scoping -

Scoping Document I (SD1), which requested comments on Isaues to be addressed
in the EA, was distributed to concerned agencies and Individuals on April 8, 1998, The
Commission issued a notice that the project was ready for scoping on Apedl 14, 1998, A
public scoping meeting was held in Oid Harbor, Alaska on May 12, 1598, following a site
visit; and an interagency meeting was held in Anchorage, Alaska on May 14, 1998, The
fotlowing letters were received during the scoping perlod: '
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ENTITY
National Marine Fisheries Service May 15, 1998
LASER June 1, 1998

Based on the discussions during the meetings and the written comments, there
were no tevisions to SD1, and no second Scoping Document wes Issued, We address
their environmental concems in appropriate sections of the EA.

D._Comments on the Drafl Environmental Assessment

On January 19, 2000, Commission staff issued a draft environmental assessment
(DEA) for the project. Comments were recelved from the following entities:

ENTITY
National Marine Fisheries Service March 2, 2000
Alaska Department of Fish and Game March 3, 2000
polarconsult alaska, inc. April 14, 2000

Appendix A contains the comments and our responses. This FEA includes the
changes made as a result of our considerations of these comments,

E. Water Quality Centification

By letter dated May 20, 1999, AVEC requested water quality cestification under
Section 401 of the Clean Water Act by submitting to the Alaska Department of
Environmental Conservation (ADEC) a copy of thelr application for 8 U.S. Army Comps
of Engineers (Corps) permit to discharge dredged or fill materia! into navigable waters
under Section 404 of the Clean Water Acl. By agreement between the Corps and the
ADEC, an spplication for the Corps permit may also serve as spplication for water
quality certification. The ADEC received this request on May 20, 1999, The ADEC has
waived water quafity certification of Commission-licensed hydroelectric projects (letter
from Michele Brown, Commissioner, Alaska Department of Environmental
Conservation, Juneau, Alasks; August 2, 1999).

E._Coastal Zone Management Act (CZMA)
The Alaska Division of Governmental Coordination (ADGC) notified AVEC that
it initiated a review of the project for the Alaska Coastal Mansgement Program on July 2,

1999 (letter to Daniel Hertrich, polarconsult alasks, inc., Anchorage, Alaska; from
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Jennifer Nolan Wing, Project Review Coordinator, Division of Environmentsl
Coordination, Anchorage, Alaska; July 23, 1999).

G, Section 18 Fishway Prescripti

Section 18 of the FPA states that the Commission shall require construction,
maintenance and operation by & licensee of such fishways as the Secretaries of Commerce
and Interior may prescribe. Interior states that currently, upstream and downstream
passage of fish past the project is not a management objective for Mountain Creck.
Should management objectives change and subsequently require fish passage, Interior
states that the licensee should provide appropriate upstream and/or downstream fishways,
Interior further states that i reserves the authority to prescribe the construction, operation
and maintenance of fishways pursuant to Section 18 of the FPA. Interior requests that its
reservation be acknowledged in any license issued for the project.

Although fishways have not been prescribed by Interior at this time, it is
appropriate for the Commission to include a license article which reserves the
Commission's suthority to reguire any fishways Interior may prescribe in the future, We
recognize that future fish passage needs and management objectives cannot always be
predicted when the license is Issued.

H. Essential Fish Habitat

Section 305(b)(2) of the Magnuson-Stevens Fishery Conservatlon and
Management Act (Magnuson-Stevens Act) requires federaf agencies, such as the
Commission, to consult with the Secretary of Commerce regarding any action or
proposed action suthorized, funded, or undertaken by the agency that may adversely
affect Essential Fish Habitat (EFH) identified under the Magnuson-Stevens Act. On
April 22, 1999, the Fishery Management Plan for the Salmon Flsheries for Alaska wes
smended to designate freshwater EFH as waters currently or historically accessible to five
salmon species. Three of the five salmon species (coho, chum and pink salmon) are
found in Mountsin Creek and Lagoon Creek, the two streams affected by the proposed
project. By letter dated February 11, 2000, we requested that NMFS, representing the
Secretary of Commerce, submit any recommendations regarding EFH for the Old Harbor
Project. No recommendations were received.

As required by the Magnuson-Stevens Act we identify (see table 1) the scctions of
our EA that incotporate the EFH assessment.
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Table I. Corresponding sections of the Commission staff's Environmental

Assessment and the Fsaentis] Fish Habitat Assessment for the Old Harbor

Pro

ecl. {Source: Commission staff)

Essential Fish Habltat Finsl Environmental
Asseasment Anessment
Description of proposed sction Sections ITI{A}) and HI(A)(2)

Analysis of cumulative effects

Section V(B)

Analysis of project-specific effects

Sections V(CY1) through (7}

Commisgsion stafl's view of the
eflccts

Sections V{CX1) through (7), VII,
VL IX, and X

Proposcd mitigstion Sections HI(AX3) and (D),
Sections V(CX1) through (7), and
ViIL
L_Alaska National laterest Land C ion Act (ANILCA)*

ANILCA secks to preserve units of federal lands in Alasks that contain nationally
significant natursl, scenic, historic, archacologic, geologic, sclentific, wilderness, cultural,
recreational, and wildlife values. The refuge Is & designated conservation system unit
pursuant to ANILCA. Recognizing that the state's transporiation and utility systems are
fargely undeveloped, Titie XT of ANILCA provides for an orderly decision making
process whereby the existing authorities would approve or disapprove applications for

these systems within conservation system units and minimize adverse impacts of any

approved system. To ensure the effectiveness of this decision making process, all federal
agencles with jurisdiction to grant authorization without which the project could not be
established or operated, are required 10 cooperate to prepare and issue an EA evaluating
the impacts of the proposed project within nine months from the date AVEC applied to
Interior for a right of way ¢ peemit for the project (May 20, 1999). Within four months
from the date of a Finding of No Significant Impact or, if significant impacts are found, 8
final environmental impact statement, each sppropriate federal agency shatl make an

¥ 16 USC. 3101

* FWS right-of-way permits are issued for 30 years (letter from Pamela Bergmann,
Acting Regional Environmental Officer, Office of the Secretary, Anchorage, Alaska;
September 10, 1999).
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indep decision to approve or disapprove the project.

We have identified the Commission, Corps and Interlor as the federal agencies that
would cooperate on a Joint environmental document. The Corps, however, opted not to
participate in the EA (confirmation letter to Don P. Kuhie, Regulstory Branch, U.S. Army
Corps of Engineers, Anchorage, Alaska; March 1, 2000). '

1, Land Covenants

The project site includes Jands within the refuge that were purchased by the Exxon
Valdez il Spill Trustee Council (Trustee Council) in 1995 from the OHNC, as part of a
comprehensive federal and State of Alaska program to restore natural resources injured
by the Exxon Valdez ofl spiil (letters from Paul Gates, Regional Environmenteai Officer,
U.8. Department of the Interior, Anchorage, Alasks, February 22, 1996; C. Wayne
Dolezal, Habitat Biologist, Alaska Department of Fish and Game, Anchorage, Alaska,
Avugust 20, 1999; Pamela Bergmann, Acting Regional Environmental Officer, U.S.
40Department of the Interior, Anchorage, Alaska, September 10, 1999). These Iands are
now owned in fee by the United States. Restrictions on the use of these jands are
contained in &8 warranty deed from the OHNC to the Unlted States, and a conservation
casement from the OHNC to the State of Alaska (figure §). These covenants generally
prohiblt activities such as the construction of bulldings or fences and the manipulation or
siteration of natursl water courses,

After consultation with the U.5, Department of Justice, the state and Intesior agree
that the parties to the land transaction (OHNC, State of Alaska and United States), have
the discretion to jolntly modify the covenants for a particular project If it Is compatible
with the restoration and conservation purposes of the covenants (lefter to C. Walter Ebell,
Esq., Jamin, Ebeli, Bolger, and Gentry, Seattle, Washington; from (jointly signed} Craig
J. Tillery, Assistant Atiorney General, Alaska Department of Law, and Barry N, Roth,
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Attomey-Advisor, Conservation and Wildtife Division, Office of the Soficitor, U.S.
Department of the Interior; December 1996). The state and Interior request that the
Trustee Councll concur with any modifications to the covenants as long as the Trustee
Council remains in existence. Any decision to modify the covenants by the state and
United States, would be dependent on the results of studies that assess the proposed
project's impact and the ovtcome of the Conunission's licensing process.
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AVEC filed s complete description of the easement for the project's transmission
fine, powerhouse site, and penstock route with the Commission (tetter from Daniel
Hertrich, P.E., polarconsult alaska, inc., Anchorsge, Alaska; April 14, 2000). This lctter
and the easement description may be viewed on the web at
htip://www.ferc.fed us/online/rims. htm (please call {202) 208-2222 for assistance).

V. ENVIRONMENTAL ANALYSIS®

In this section, we first describe the general environments! setting of the project
aréa, We then discuss the cumulative and site-specific effects of the resources affected by
the project including effects of the proposed action, action alternatives, and no action.

In our detailed assessment of each relevant resource, we first describe the affected
environment - which is the existing condition and the baseline against which to measure
anticipated changes of the proposed project and any action ailemative -- and then we
discuss environmental effects of the project including proposed protection, mitigation,
and enhancement measures, In this scction we also make recommendations for measures
that do not have a substantial economic effect on the project. Our recommendations for
the measures that have effects on othey power or non-power resources are found in
Section V11, Comprehensive Development and Recommended Alternatives.

A. General Description of the Old Harbor Prolect A

~ Old Harbor, Alaska, is 8 small community on the southeast coast of Kodiak Island,
70 miles southwest of the city of Kodiak and 322 miles southwest of Anchorage.

The climate of the Kodiak Isiands is dominated by a strong marine influence.
There is little or no freezing weather, moderate precipitation, and frequent cloud cover
and fog. Temperatures generally remain within 24 to 60 degrees Fahrenheit C F). Severe
storms are common from December through February. Annual precipitation is 60 inches.

The proposed project would affect two basins with a dividing boundary near Old
Harbor. The project intake would be located on the East Fork, a headwaters tributary of
the Barting Bay Basin. Most of the penstock and other project facilities would be located
in the L:agoon Creck Basin, and flows from the powerhouse would discharge into Lagoon

% Unless otherwise indicated, the source of our information Is AVEC's spplication
for license, and supplemental filings by the applicant.
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Creek.

The East and West Forks of Mountain Creek, converge at an elevation of about
500 fmsl. The total drainage ares for Mountaln Creck Is approximately 8.024 square
miles {(sq mi). The East Fork and West Fork drainage areas are 1.79 and 2.60 sq mi,
respectively, and together account for 55% of the total drainage area of Mountain Creek.
Because they occupy high mountain valleys, however, they receive more precipitation as
snow than the remainder of the drainage. There is s smalt glacier at the far end of the
East Fork near the intake site,

Afer the confluence of the East and West Forks, Mountain Creek drops about 450
fmsl, over abowt 2 miles, through & very steep-walled and rugged canyon. Below the
canyon, it flows another 1.5 miles over a nearly flat atluvial fan consisting of large
amounts of permeable gravel. During mid to late summer in most years all of the surface
water flowing out of the canyon becomes subsurface though this atluvial fan, resulting in
a dry channel surface. The stream oflen changes course in immense spring floods.
Mountain Creek joins Barling Bay Creck near its confluence with the tide water at
Barling Bay. This is & high energy deposition area where the channels are unstable and
migrate during major flood events. Depending on tide level, and the current course of
Mountain Creck, the mouth of Mountain Creek empties from 0 to 3,000 feet upstream of
the mouth of Barling Bay Creek. Barling Bay Creck is a river that has s drainage ares of
about 16 sq mi.

Lagoon Creek begins at about 700 finsl and deaing from a mountain behind Old
Harbor. Its drainage area is about 1.44 sq mi, and it flows about 2 miles 10 the
powerhouse site. From the powerhouse site the stream flows through cottonwood and
alder stands in a relatively flat expanse along the talus of the mountain. In late summer
and fall, streamflows In this reach often flow subsurface through permeable gravel
deposits. About 4,200 feet downstream of the powerhouse, a spring fed tributary, Lake
Fork, Joins Lagoon Creek and contributes year-round flows.

Lagoon Creck empties into a 82-surface acre tidally influenced lagoon called Salt
Lagoon. The Salt Lagoon i3 fed by Lagoon Creek and another small spring creck, not in
the Lagoon Creek drainage. The Salt Lagoon draing through 8 road culvert into
Sitkalidak Strait. During low tides the water level in Salt Lagoon is higher than the tide
and the Lagoon drains fairly rapidly through the culvert. During high tides the level of
the Lagoon matches the level in the strait and water flows into the lagoon through the
culvert.
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B. Scupc of Cumulative Effects Analysis

According to the Council on Environmental Quality's regulations for implementing
NEPA, 8n action may eause cumulative impacts on the environment if its impacts overlap
in time and or space with the impacts of other past, present snd reasonably foresecable
fisture actions, regardless of what agehcy or person undertakes such other sctions.
Cumulative effects can fesult from individually minor but collectively significant actions

taking place over s period of time to include hydro power and other land and water
development activities.

Public use

In SDI, we Identified recreation as # resource that could be cumulatively affected
because project construction could afiow increased access to the refiige. Based on our
review of use of the refuge, however, we have concluded that recreation would not be
cumulatively affected. Rather, we believe that the project could increase public sccess to
refuge land, which could result In indirect effects 1o wildlife and vegetation on refuge

land. We discuss the project’s effects on wildiife and vegetation in Section V.C.3,
Terrestrial Resources,

Under the current refuge management designation, "minimal management " (FWS

1937), local residents can access refitge lands, including the project site, for subsistence
actlvities that include hunting, fishing, trapping, and berry plcking. Local residents are
also permitted to use traditional camping areas in the refuge. Public use of the refuge Is
slfowed for hunting, fishing, and trapping; wildlife observation; and environmental
cducation (FWS 1987). Public access to the refuge is by boat, shiplanc snd foot, but ATV
use Is not suthorized on the refuge. If the proposed project is permitted, lands within the
right-of-way would be designated as the Old Harbor Hydroelectric Site, and meanagement
deslgnation would be changed to "moderate management™, Speclfic limitations would
authorize only the activities necessary to stiow development and operation of the
hydroelectric facility. The authorized uses for the public wouid not change, and no
additlonal public facilities would be developed on the site.

As required by Section 810 of ANILCA, FWS prepared an evaluation of the
effects of the proposed project on subsistence. Based on this analysis, no foreseeable and
significant decreases in the abundance or distribution of harvestable resources, and no
forescesble limitations on harvesier access are expected to resuit from the lssuance of &
right-of-way permit for the proposed project,

s

1

Hydropower development

The ADF &G ssked us to address concerns about the cumulative sociocconomic
and environmental Impacts of this and other existing and proposed hydropower projects
on Kodisk Isfand and how they may impact one another if connected by an intertic.
Table 2 lists the status and locstion of other hydropower projects on Kodiak Island.

Table 2. Status and Location of Hydroelectric Projects on Kodiak Island. (Source:
Commission staff)

. CAPACITY
PROJECT FERC NO. . LOCATIOR KwW) STATUS
Buasling Bay Basin and
Old Harbor 11650 Sitkalidak Strait 500 Proposed
Terror snd Kizhuyak River ..
Terror Lake 2143 Basins 20,000 License in effect
Dry Spruce 1432 Spruce Bay Basin 75 License in effect
Preliminary permit
Twin Basing 1811 Kizhuyak River Basin 500,000 in effect
Non-operstions! -
One Mile 1299 Uganik River Basin s ficense expired
Non-opcrationsl -
Uganlk plisl ] Ugsanik River Basin 3o licensg expired
Preliminary permit
Teror River 11139 Tewror River Basin 3,000 expired - no
application filed
Preliminary permit
Leanne Lake 1497 Kizhuysk River Basin 2,800 expired - no
: , spplication filed
Existing - not under
Parks None Spiridon Bay Basin g Commission
Jjurisdiction
Proposed - not
Port Lions None Kizhuysk River Basin 200 vnder Comn‘\inmu
jurisdiclion

At present, Kodiak Island has three operaling hydropower projects, ('Tcn'or Lske,
Dry Spruce, and Parks); and two proposed projects (Oid Harbor and Port Lions). One
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pretiminary permit is in effect (Twin Basins). Of the six active sites, five are located'in
the northern half of the island. The sixth, Old Harbor, is located on the southeastern part

of the Island. There are no other projects, exlsting or proposed for the Barling Bay and
Lagoon Creck Basins,

We lind that the enviconmental effects of the Old Harbor Project, combined with
the effects of the other licensed projects on the island, would still be minor because of the
limited affected area and distance from other projects. We are unsware of any proposat
for & Kodiak Island intertie, so we are unable to evaluste any specific impacts,

In this section, we discuss the effects of the proposed project alternatives on
environmental resources, For each resource, we first dedcribe the affected environment,
which is the existing conditlon and baseline against which we measure effects, We then
discuss and analyze specific environmental issues.

1. Geology and Soil Resources
a._Affected Environment

The upper portion of the project area (from the powerhouse to the Intake) Is typical
of the mountainous regions of Kodiak Island. Active crosion is evident at the base of the
steep talus slopes. The soils are shallow (1 to 2 feet deep) over slate and sandstone. The
small depressions and valleys in the arca fill with water and peat to form wetlands (U.S.
Department of the Interior, Map MF 674). In the lowlands, beginning at the access trsil
to the powerhouse, the area consists of alluvial deposits overlain by several feet of a
mixed organic and gravel soil. Wetlands are also common in these areas with moss and
peat overlying soll and gravel. Active evosion is not evident In these areas.

Most of the streams sppear to meander rether quickly in the low lying sreas and
streambanks exhibit erosion. Where the streams are in wooded areas there are lots of
uprooied and fallen trees lying in or across the stream due fo the eroding banks.

b._Environmental Impacts and Recommendations

Land-disturbing activities assoclated with construction of the project could cause
erosion and sedimentation.
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AVEC proposes to develop an ESCP to prevent crosion and sedimentation during
construction,

Interior and the ADF&G recommend that AVEC consult and obtain spproval from
the fish and wildlife agencies for a final ESCP to control slope instability, revegetate
disturbed arcas, and minimize the quantity of sediment introduced into Lagoon Creck
resulting from project construction and operations. The agencies recommend that the
final ESCP include a description of actual geological, soil and groundwater site
conditions related to the projcct features; final preventative measurcs based on AVEC's
draft ESCP; detailed descriptions, functional design drawings, and specific topographic
locations of all control measures and methods, stream set back distances, and stabilization
methods for spoil material and temporary construction access trails; and a revegetation
plan to include a complete prescription for revegetating all disturbed sreas.

NMF'S recommends that AVEC prepare a comprehensive erosion control and
tevegetation plan that includes silt fences to timit the project footprint and eliminate
runoff to the stream; procedures to limit erosion of bare ground, such as matting or
mulch; revegetation of sl impacted ground using only native plant species; revegetation
monitoring; fixing any drainage or erosion problems and replanting if 50 percent
vegetation densities are not met; timing restrictions for in-water work and stream
crossings that meet the ADF&Q recommendations, and using bioremediation techniques
that mimic native vegetation densities and species to repair any stream bank damage.

By letter dated March 3, 2000, ADF&Q recommends that instream constriiction
occur between eatly June, after fry have emerged, and mid-July, before spawning.

Staff analysis

At a meeting held on April 26, 2000, ADF&G explained that they allow instream
construction starting in mid-May where coho are not present beeause chum and pink
salmon emerge earlice than coho. Where coho are present, however, no instream
construction can oceur untll early June, Because no coho are present at the intake site,
NMFS, FWS, ADF&G and AVEC agrecd that instream construction in the East Fork of
Mountain Creek could begin as early ns May 15, with construction at Lagoon Creek
beginning in carly June. :

Land-disturbing activities associated with construction of the proposed project

could cause erosion and sedimentation, including increased crosion of streambanks along
Lagoon Creek. We agree with the agencies that the steep slopes and amount of
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precipitation could have potentially major impacts if a plan is not in place and properly
implemented. Therefore, prioe to land-disturbing activities, we recommend that AVEC
develop a site-specific ESCP in consultation with the NMFS, FWS and ADF&G,
including the measures recommended by the agencles. Because AVEC has already
proposed 8 draft ESCP, we don't belleve the preparation of s final ESCP, with our
recommended measures, would be a significant cost. Fisheries resources could be
harmed by sedimentation If instream construction occurred from spawning through
emergence of salmonids. Because a restriction on instream construction dates would not
significantly affect project economics, we recommend that AVEC restrict Instream
construction to between May 15 and July 15 at the intake site and between early June,
after fry have emerged, and July 15 at Lagoon Creck for the protection of aquatic
tesources. We discuss the need for a revegetation plan in Section V.C.3, Terrestrial
Resources, and make our recommendation regarding revegetation measures in Section
VI Comprehensive Analysis and Recommended Alternative.

¢ Unavoidable Adverse Impacts

With the development and Implementation of an ESCP, construction Impacts
would be short term and minimal.

2. Aquatic Resources
8. Affected Environment
Walst Ouantity

From July 1993 through May 1996, the ADNR, Division of Mining and Water
Mansgement, maintained 8 stream gage on Mountsin Creek about 150 feet downstream
from the confluence of the East and West Forks. From this data and the proposed
project’s proportion of the drainage srea, adjusted for higher than pormat precipitation
during the gaging period, the average flow st the proposed intake site s estimated to be
16 to 18 cfs (Carrick and Ireiand 1596).

AVEC recorded streamflows in the East Fork, at the proposed intake aite (figure
6}, from June 15, 1998, through June 3, 1999; and in Lagoon Creek at the proposed
powerhouse site (figure 7) from May 14, 1998, through June 3, 1999. AVEC cstimates
the average annual flow at the proposed powerhouse site to be 13.4 cfs, based on fts |
gaging results. '
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As figures § and 7 show, flows from both the East Fork and Legoon Creck are

highly variable, and at times, may not have surface flows at the intake or powerhouse
sites, respectively.

Water Rights

On May 20, 1999, AVEC filed an application with the Alaska Department of
Natural Resources for s water right of 8.5 million gallons per day (12.5 ¢fs) from
Mountain Creek to operate the project.

Water Quality

Table 3 shows water quality data from wster collections taken at the intake and
powerhouse siles on August 13, 1996,

Table 3. Water quality data from the proposed intake and powerhouse sites.
(Source: AVEC 1999)

WCoalate ] LAgoor Lieek | Delection
Parameter Creek {Powerhousc) Limit Units
(lotake)
Calchmm 153 . 148 0.2 mpL
Mapneslum 0.499 0298 02 mg/l
Potsssium .18 138 NA my/L
Sificon 209 184 05 mp/l
Sodlum 1.61 213 0.8 mpl
Nitrste-N 0.100 LA 0.1 mg/l. .
Total Kjeldshi Nitrogen 0312 0488 02 mel
Total Phosphorous 0.02 0.016 0.01 mp/L
Temperature 4 311 NA °F
Conductivity 24 383 NA pmhoy
Dissolved Oxygen [ 1.5 NA ppm
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Eishedcs

The ADF&Q Catalog (1999) does not identify the East or West Fork of Mountsin
Creek as snadromous streams, however, it shows that Mountain Cretk supports eoho,
pink and chum salmon to & polnt near the center of section 22, about 2.5 miles
downstream from the proposed intake site on the East Fork, and about 1 mile upstresm
from Mountain Creek's confluence with Barling Bay Creek. Lagoon Creek is Identified
In the Catalog (1999) as supporting coho, pink and chum salmon, and Dofly Varden

upstream to the notthwest comer of section 18 (about 3,200 feet upstream of the proposed
powerhouse site).

AVEC's consultant conducted fisheries surveys on the East Fork * and Lagoon
Creek on August 9, and September 3 and 23, 1996; and August 13 and 14 and October 6,
1998 (White 1996, 1996a, 1998). Methods included observations and counts from

helicopter and foot, electrofishing and minnow traps. During all surveys, no fish were
observed in the East Fork,

In 1996 spawning surveys counted s tots! of 11,200 adult pink and §0 adult coho
saimon in Barling Bay Creek. In Mountain Creek, juvenile coho and Dolly Varden were
observed about 2 miles downstream of the confluence of the East and West Forks. In
1996 and 1998, the most downstream 0.75 mile of Mountain Creek had only subsurface
flows. Access during fall migration probably occurs during periods of precipitation
because juvenile fish were observed above the dry section. The survey results for
October 6, 1996, suggest that most migrating salmon bypsss Mountain Creek to spawn In
Barling Bay Creek. The usable spawning area of Mountain Creek was estimated at
119,715 sq fi (White 1996a), by measuring 28 cross scctions upstream of its confluence
with Barling Bay Creck and observing bed size and characteristics. Stream gaging aiso
shows that, even during periods of sverage rainfall, water exiting the cnnyon goes
subsurface from mid-July through the end of October.

Based on mainfall, stream gaging and runioff analysis it is likely that the lower
reaches of Mountain Creek remain dry through the winter and carly spring. Peak flows
that occurred during flooding in June 1998 were estimated at 1,000 cfs at the exit of the
canyon, The flooding vprooted large trees and changed the course of the stream between

4 past reports and drawings have referred to the East Fork of Mountein Creck as
Mountain Creek, Hydro Creck, Barling Bay Creck tributary and Barling Bay Creek.
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4,200 and 6,600 feet upstream from its confluence with Barling Bay Creek. Near the
confluence, the stream overflowed the main channel and dumped large quantities of
grave! over a wide ares to the north and south of the confiuence. The current
conflguration of Mountsin Creek joins Barling Bay Creck at lis high tide level.

In 1596, spawning surveys of Lagoon Creek, 118 adult chum and 27 adult pink
salmon were counted (White 1996a). Adult coho salmon were observed in the Salt
Lagoon on September 23, 1996, but had not yet entered Lagoon Creek to spawn. Juvenite
coho and Dolly Varden were also captured In Lagoon Creek. In 1998, four adult chum
and 30 adult pink salmon were observed In Lagoon Creek. The Lake Fork tributary of
Lagaon Creek supports chum salmon. n both years, a 1-mile reach in Lagoon Creek,
including the proposed powerhouse site had no surface flows. The usable spawning area
of Lagoon Creek was calculated as about $2,250 sq ft (White 1996a), by measuring 32
cross sections downstream of the powerhouse site and observing bed size and
characteristics.

The June 1998 flooding caused some bank erosion, uprooting of trees, and some
channel changes downstream of the powerhouse site totaling sbout 1,350 feet in length:
but these changes were of a much smaller scale than the changes that took place st

Mountsin Creek. Peak flows at the powerhouse site during the flooding were estimated at
about 100 cfs.

The Lake Fork joins Lagoon Creek sbout 3,800 feet upstreamn from the Saft
Lagoon. 1t appears to be spring fed and have continuous surface flows. A frequently-
used ATV trail crosses Lagoon Creek in two Jocations near the Lake Fork confluence,

b. Environmental Impacts and Becommendations
Projcet Operation

Sudden flow decreases can strand fish and invericbrates and dewater redds,
resulting in mortality from dessication and increased predation. Sudden increases can
flush aquatic organisms and detritus from the stream,

AVEC proposes 2 run-of-river operstion that would continuously divert 13.2 cfs,
ot inflow o the project, if less; and continuously release through the powerhouse the

? White (1998) reports this number as 20 adult pink salmon.
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volume of water diverted, less 0.2 cfs withdrawn by Old Harbor for domestic use.

NMFS recommends that AVEC divert no more than 13.2 cfs ffom East Fork, and
maintain & constant discharge into Lagoon Creek regardless of power demand. Interior,
and ADF&G recommend that AVEC operate the project as run-of-tiver whereby outflow
from turbine discharge, spillage, direct releases, and /or leakage Is equal to the
instantancous inflow at the impoundment. Operating as they recommend, Interior and
ADF&Q have concluded that only 0.4 acre-feet of water would coliect upstream from the
diversion.

Staff analysis

AVEC's proposal would operate the project as rccommended by the agencies. We
agree that a run-of-river operation would avoid sudden changes in the rate of flow in
Lagoon Creek, protecting aquatic resources. Therefore, we recommend that AVEC
operate the project as proposed. We also recommend that AVEC, In consultation with the
NMFS, Interlor, ADF&G, and USQS, prepare a plan to monitor compliance with the run-
of-river proposal. 'We belicve that the cost of this plan would be minimal because project
inflows and discharges could be calculated from operational records.

We also considered whether a diversion of up to 132 cfs from the East Fork would
adversely impact the anadromous fishery in Mountain Creek and Barling Bay Creek.
Mountain Creek provides some rearing habitat for juvenile salmon in a 2,100-foot reach
about 6,000 f upstream from its confluence with Harling Bay Creek, but does nol
measurably contribute to fisheries production in Barling Bay Creek. Thercfore, we

‘conclude that the project diversion would not measurabiy affect anadromous fish in
Barling Bay Creek.

Biotic Monitoring

Flow increases can cause channel and habitat alterations. Local residents claim that
the number of salmon in Lagoon Creek has declined noticeably since the installation of &
road culvert between the Salt Lagoon and Sitkalidek Strait (Jim Nestic, Public Works
Director, Oid Harbor, Alaska; personal communication with polarconsult alagka, inc.;
1988).

AVEC and the resource agencles have agreed to cooperate on a four-part blotic
monltoring program to document changes to Lagoon Creek from the project's diversion of
13.2 cfs from Mountain Creek. The four parts of the program include: (1) water
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temperature monitoring; (2) geomorphology and erosion monltoring; (3) adult spawning
surveys; and (4) Juvenile fish surveys. In addition, they agree to gage streamflow in the
anadromous reach of Lagoon Creek coinciding with the blotic monitoring program,
Because of differences in the monitoring methods and duration between AVEC and the
agencies, we discuss the four parts of the bietic and streamflow monitoring program
individually. The cosis of biotic and streamflow monitoring are discussed in Section V1,
Developmental Analysis, and we make our final recommendations In Section VI,
Comprehensive Development and Recommended Aliemative,

Water temperature monitoring

Natural selective pressures work to adjust the life historics of individus! salmon
populations to favor emergence st the optimum time for survival (Groot and Margolis
1991). If emergence is early, it may occur before enough food is available, With late
emergence, their smaller size may result in fry being more susceptible to predation and
competition for food from other species. Either carly or late emergence, if realized, could
affect the survival of the Lagoon Creek salmon. Changes in existing water temperature
regimes, to which individusl salmonid populations have adapted over time can change the

timing of emergence, making fry populations susceptible to lower food availability and
increased mortality.

AVEC proposes to develop 2 temperature monitoring plan that includes recording
intergrave! water temperstures for about 9 months prior to the start of construction and
after construction for an unspecificd peried of time. The plan would specify the methods,
sites, and durstion of the post-construction monitoring. The 9 months of pre-construction
data would be combined with ambient water temperatures of the tailwaters and Lagoon
Creck and flow data to calculate a full year of pre-construction water temperatuses.

NMFS, Intetior and ADF£0 recommend that water temperstures be continuously
recorded at six sites for up to 5 years, depending on results, sfler the start of operations:
{1} the diversion site; (2) a short distence upstream of the powerhouse on Lagoon Creek;
(3) Lagoon Creek downstream from the powerhouse st the upstream reach of adequate
spawning habitat; (4) Lagoon Creek a short distance upstream of the confluence of
Lagoon Creek and the Lake Fork; (5) the Lake Fork a short distance upstream of its
confluence with Lagoon Creek; and (6) Lagoon Creek downstream of the confluence of
Lagoon Creek and the Lake Fork.

NMFS rccommended that, if average temperatures in Lagoon Creck are lowered
from pre-project average temperatures by more than 3 degrees Fahrenheit (* F) and fish
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production has declined, mitigation may be appropriate; for example, AVEC could
construct a pond at the tailrace to raise discharge temperatures before entering Lagoon
Creek. At an April 26, 2000, meeting conducted by Commission staff with AVEC and

the resource agencies, NMFS modified their recommendation to withdraw the 3-degree
criteria. -

Interior and ADF&Q further recommend that temperatures be recorded ot all six
locations for at Jeast 1 year prior to project construction.

Staff analysis

AVEC doesn't believe that the project would significantly affect the water
temperature in Lagoon Creek, because any effect would occur st the powerhouse, in s
reach that is generally dry during spawning season, and the flow from the Lake Fork
would mitigate any temperature differences between the water temperature of the project
discharge and the water temperature of Lagoon Creek. AVEC objects to collecting 1 year
of pre-construction temperature data because it would delay construction and pre-
construction ambient water temperatures can be derived from Lagoon Creck's natural
temperatures in conjunction with streamflow dsta. As an alternative, AVEC proposes to

install tempersture pages in fall 1999 and collect up to 9 months of pre-construction
temperature data.

Water temperature data collected by AVEC showed that the water temperature at
the proposed intake site was 10 *F colder than at the powerhouse site. As figures 6 and 7
show, the project’s discharge to Lagoon Creek during the fall spswning perlod could
exceed the natural flow in Lagoon Creek. Once the project is operational, Lagoon Creek
could receive colder water in volumes equal to, or exceeding, natural flows. Lower water
temperatures can work {o lengthen the incubation period.

- The accumulation of temperature units or degree days ® from the time of egg
fertilization determines the time of fry emergence from the gravel. Relatively small
changes in the water temperature regime can cause significant varistion in hatching and
emergence times when accumulated over a period of months. Incubating salmon egps
have some ability to compensate for chanpes in temperature regimes (Groot and Margolis

¥ A degree day represents the number of degrees above 0 degree Celslus (*C) fora
24-hour period. For example, if the water temperature for the first day of incubation is 8 *
C, it would contribute 8 degree days,

45

1991). Such adaptations allow the fry to emerge st the same time each year even though
the natural temperatures vary from year to year. It Is unknown, though, to what extent the
sslmon in Lagoon Creek would be able 1o compensate for an sltered temperature regime,
1f 8 10 *F differential In water temperstures between Lagoon Creek and the discharge
from the powerhouse is maintained, long-term effects of the temperature regime within
the spawning gravels would be unavéldable. :

Lagoon Creck supports spawning for coho, pink and chum satmon. Adult pink
and chum were observed In August and September in Lagoon Creek. Coho salmon
spawn Iater than the other two species, primarily in October and November, Emergence
can vary from spring through mid summer depending on the climate and species, Coho
sslmon may not emerge until mid-July and could remsin in Lagoon Creek to rear.
Because the total spawning, Incubation and emergence period for these species may span

&n 1-month period each year, water temperature impacts from the project could occur
almost year round.

Salmonid incubation and emergence timing Is dependent on intergravel
temperatures, which can vary widely from ambient water temperatures. We know of no

method of accurately calculating intergravel temperatures from ambient water
tempersatures.

AVEC's construction schedule atlows for completion by fall 2000, based on a
license issuance In January 2000. This schedule, however, would need to be revised if -
license were Issued to AVEC. Some post-license plans, such as the ESCP and hazardous
spill prevention plan, would need to be consulted with resource agencies and submitted to
the Commission for approval before the start of construction. These factors, combined
with AVECs cstimated time to oblain materials and equipment, indicate that 1 year's
temperature data need not interfere with project construction.

During a meeting held on April 26, 2000, the Commission siaff and resource
agencies discussed the effects of introducing colder water from Mountain Creek to fish
resources in Lagoon Creek. The seasonal effects on Intesgravel water temperatures,
existing literature on the effects of temperature changes on salmon incubation, and
whether these effects vary by species were considered, Participants concluded that long-
term monitoring would be used to show differences of overwintering temperatures
between at the intake and powerhouse sites, 1f temperstures are shown to be similar,

project impacts to the salmon resources would be minimized. If water temperature at the
" Intake s significantly lower than above the powerhouse, and the Lagoon Creck fish

population shows a decline, measures to mitigate reduced water temperatures may be
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needed. The sgencies’ representatives weren't able to conclude that a temperature change
of 3" F, as recommended by NMFS, would be sufficient to need mitigation.

Geomorpholosy and erosion menitoring

Because the average annual streamflow in Lagoon Creek Is 134 cfs, additions of
up to 13 cfs to Lagoon Creek would at times equsl or exceed the flow In the channel
below the powethouse,

AVEC doesn't believe that the project would significantly alter the Lagoon Creek
channel, except to potentisly add surface flow in & reach that seasonaily flows subsurface
unider exisiing conditions resulting in a less variable channel. To monitor any changes in
the channel, AVEC initially proposed to select two cross section sites downstresm of the
powerhouse site, one sitc upstream and one site downstream of a bend, to survey, using
standard land surveying equipment and techniques. AVEC would also document by
photograph the channel st each survey and surveys would be conducted afier runofT in the
spring and in Iate fall. During & meeting held on April 26, 2000, with the resources
agencies and Commission staff, AVEC modified their proposal in agreeing with NMFS,
ADF&(Q, and Interior to survey channel and habitat using the protocol developed by the
USFS for national forests in Alaska.

NMFS, Interlor, and ADF&Q initially recommended that AVEC document eny
channe! and habitat changes to Lagoon Creek during operational years 3 and 3 by
repeating the 32 of the cross section measurements taken in Lagoon Creek during
AVEC's fisheries survey, when flows in Lagoon Creck are 13 cfs over the flows that
occurred during the pre-project survey. The agencies also recommended that in years 3
and 5 of project operation, AVEC calculate the wetted arca below the powerhouse and
{dentify abnormal erogion or changes in channel morphology. NMFS, Interior and
ADF&Q modified their recommendation at the April 26, 2000, to recommend that AVEC
conduct post-construction monitoring using the protocol developed by the USFS for
national forests in Alaska. ADF&Q suggests using tier 2 of the protocol, except that tier
3 would be used for riparian vegetstion and under cut banks.

Staff analysis
AVEC measured channel cross sections at the proposed powerhouse site when
flows were 13 cfs and 25.5 cfs. This 100 percent increase in flow volume resulted In s

23-percent increase in wetted perimeter, indicating that Increasing flows would not -
necessarily result in a corresponding increase in habitat or wetted channel, Because of
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channel armoring, no increase in bed load movement was noticesble with the increased
flows,

After flooding In Junc 1998, AVEC estimated peak flows in Lagoon Creek and
used 8 representative cross section measurement to show that the addition of 13 efs to
peak flows would increase the average depth in Legoon Creek by 1.3 inches, the aversge
velocity from 4.2 to 4.3 feet per second (fps), and bed load transport by 3.0 percent,
Indicating that diverting an additional 13 cfs to Lagoon Creek would not cause &
significant increase in erosion or channe! shaping at peak flows. AVEC also states that
because of channel alterations from the 1998 flooding, their 32 cross section
measurements from 1996 do not represent present conditions. AVEC is concerned that
channel changes resulting from post-license flooding could be erroncously attributed to
the project if 1996 cross scctions were replicated afier the project starts operstion,

While it's likely the diverted flows may not have significant effects when Lagoon
Creck flows are very high or low, we believe there would be some flow range when the
project flows could contribute to channel shaping or crosion. Bankfull flows, roughly
estimated as 3 times the aversge annuai stream{low, are characterized as channel-forming
flows (Leopold 1994). For Lagoon Creek, this would be about 40 cfs, indicating that
when Lagoon Creek flows are about 27 cfs, an additional inflow of 13 cfs could have
some erosion or channel changing effects. These effects could continue until the naturs!
Lagoon Creck flows are sufficlently high to controf bed load movement regardless of
whether the project is discharging additional flow into the reach. The relationship
between the channel-forming flow and the average annual flow may vary by drainage
ares, however, there would be some range of flows In Lagoon Creek in which the
diverted flows could affect the channel conditions, including salmonid habitat, in Lagoon
Creek. Therefore, we agree that monitoring erosion and channel changes is necessary.

During the April 26, 2000, mecting, ADF&Q explained that the USFS used their
protocol! to conduct rapid surveys of many streams, so it Is designed to work through &
stream survey relatively quickly. ADF&G estimates it could be completed in 2 days once
the methodology is familiar and would include the substrate and riffie/poo! frequency
counts that arc of special interest to the agencies. At the meeting, AVEC stated that they
were familiar with the protocol and agreed it would be sppropriate for delermining
project Impacts. AVEC, ADF&G, NMFS and FWS agreed that AVEC would survey
Lagoon Creek upstream and downstream of Hts confluence with Leke Fork in project
years 0, 3, and 5, using tier 2 of the USFS protocol, that tier 3 would be used for riparian

; vegetation and undercut banks.
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Fisheries Surveys

The addition of 13 cfs to Lagoon Creek could Impsct fisherics production and
habitat use.

AVEC proposes to monitor adult fish during the year of construction and for 3
years following construction, and juvenilte fish during the year of construction and for 2
years following construction.

Interior and ADF&G recommend seven annus! sampling perinds to enumerate
runs of spawning coho, pink and chum salmon: Jul 16-31, Aug 1-15, Aug 16-31, Sep 1.
13, Sep 16-30, Oct 1-15, and Oct 16-30, The agencies recommend conducting surveys
that are 7 to 10 days apart, following ADF&Q protocols for standardization and Indexing
of peak foot survey counts. The survey resulis would include counts of live and dead
fish, by species by three stream segments: (1) Lagoon Creek upstream of its confluence
with the Lake Fork; (2) Lake Fork upstream of its confluence with Lagoon Creek; and (3)
Lagoon Creek downstream of its confluence with the Lake Fork all the way 1o the ocean.

Interior and ADF&G recommend that AVEC sample juvenile fish using non-lethal
capture techniques and record species, fork length, and numbers captured, In the same
three stream segments as for the adult spawning counts. The agencies recommend using
standardized sampling mcthods, times and locations to allow quantification of changes in

Juvenile fish numbers, any post-project increases in rearing habitat and fish use of {auch™
habitat made available by the project.

For adult and Juvenile surveys, Interior and ADF&QG would have study designs
approved in advance by the ADF&Q, and the reports submiited to the fish and wildlife
agencies annually. ADF&Q slso recommends separate annual reporis for the ADF&G
Statewide and Instream Flow Coordinator and Hydrologist and the Division of Habitat
and Restoration office in Anchorage. The agencles further recommend that sampling
continue for at least 5 years after the first phase ® of the project becomes operational, and
if different project operations are implemented that modify the flow regime, the studies
would be conducted for at least § years afier the new operations are implemented.

NMFS recommends adult spawning surveys for 5 years twice per month during
August, September, and October, or as recommended by the ADF&Q, if different

?* AVEC has not proposed a phased project.
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depending on periodicity and typical life history of fish present. Live and dead fish
would be counted and the species identified. Juvenile fish trapping should be conducted
at times recommended by the ADF&Q to identify any changes In numbers, according lo
standard sonk times, consistency of placement, and standerd methodology. Two streams
in the immediate area with similar characteristics to Lagoon Creek would be selected as
baseline or control streams to compare Lagoon Creek fish production. NMFS
recommends using two stream that arc surveyed yearly by ADF&Q.

Staff analysis

AVEC and the resources agencics agree that monitoring water temperatures,
channel erosion and geomorphology, and salmon numbers and habitat is needed to
determine the project's effects to the salmon fishery. Of concern is whether the post-
project monitoring should continue for 2 to 3 years as proposed by AVEC, or 5 years as
recommended by the agencies. If adverse impacts are shown, or there is a change to
project operatlons, the agencies recormmend additional monitoring.

The first yesr of operation would Include start-up testing and, potentiaily,
adjustments to determine the best approach for synchronizing the operational
components, Additionally, salmon may not return to Lagoon Creek for 3 or 4 years afler
emergence, so that emergents during the first year of operation would not be surveyed as
adults uniess post-project monitoring continued for longer than 3 years, We believe thata
5-year sampling period Is appropriate because it would Include at Jeast one full ltfc cycle
for each of the zaimonlid species being monitored.

The agencies recommend methods that would allow comparison of survey results
after the start of project operation to other surveys, and would use the results of such
comparisons to recommend modifications to project {acilities or operations, if the
agencies conclude that the project negatively impacts the salmon fishery in L.agoon
Creek. At ameeting conducted by Commission staff with the resource sgencies and
AVEC, held on April 26, 2000, the issue of using nearby stresms as control streams was
discussed. ADF&G explained thst their commercial fisheries division conducts annual
acrial surveys of Kodiak Island streams. The number of streams surveyed and survey
timing varies from year to year depending on weather and funding. The same streams
may not be surveyed each year and surveys may not be conducted during pesk spawning
periods. ADF&Q described the aerial surveys as adequate only for showing gross trends
in the numbers of spawning fish.
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\ AVELC agreed to include the results of ADF&G's aerial surveys of two nearby
H




streams conducted by ADF&G's commerclal fisheries staff with AVEC's annual fisheries
monitoring report. AVEC, NMFS, ADF&G, and FWS agreed that ADF&G's aerin}
surveys of nearby streams would be used only as & gross indicator of trends in
recruitment. The participants further agreed that comparisons of ADF&G's acrial surveys
to AVEC's ground surveys of Lagoon Creek could not be used as a sole basis for
determining the project's effects on fisheries. AVEC and the three agencies agreed that
ADF&Q's scrial surveys could be used only In conjunction with temperature, habltat, and
other site specific monitoring when determining any project effects on fisheries
production. AVEC's pre-filing and post-construction surveys would be compared to the
acrial surveys of nearby streams for the same years and precipitation records would be
used to identify if the surveys were conducted during a dry year,

We agree that monitoring conducted according to standardized protocols is
necessary.

Elow gaging

AVEC proposes to use & recording stream depth gage to collect depth and flow
data for use in any blotic monitoring effort, but objects to a minimum period of time to
keep the gage in place. AVEC belicves that other sources of data, such as adjusted dats

from another USGS gaging station on Kodiak Island, would be used to monitor stream
flows,

NMFS recommiends that a stream gage be installed just below the powerhouse and
operated for a minimum of flve years to collect accurate flow measurements for assessing
effects on waler temperatire, spawning ares availability, incubsation of eggs, and erosion.

Interior and ADF&G recommend that AVEC install and maintain s continuousty
recording gage to monitor flows within the anadromous reach of Lagoon Creek, to ensure
that no more that 13.2 cfs are diverted from the East Fork at any given time. The
agencies recommend that flows be monitored during and after construction forupto §
years, depending on results, The agencies further recommend that discharge
measurements comply with USGS standards and be recorded at 15-minute intervals or
less; and discharge data be recorded, summarized, and submitted monthly for the first
year of operation and annually thereafter 1o the ADF&Q Statewide and Instream Flow
Coordinator and Hydrologist. 1f using a rating curve or any other regression relatlonship
to calculate discharge, the agencies recornmend that the data used to bulld this regression
relationship be submitted to the ADF&Q Statewlde and Instream Flow Coordinator and
Hydrologist annually, and whenever & shift in the rating curve Is observed, whichever
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occurs first.

Staff analysis

The agencics' recommendation for & recording gage to monitor flows comresponds
with their recommended 5-year biotlc monitoring period. A gage would incorporste the
mos! reliable method of flow monitoring to be used in conjunction with any water
temperature, geomorphology and erosion, and salmon surveys. A gage measuring flows
in the anadromous reach in concent with other biotic monitoring would be beneficial in
assessing the project’'s effects on salmonid habitat, including temperature and area, and
channel changes. We do not believe that using adjusted data from a USGS gage on the
island would provide an accurate estimate of flows in Lagoon Creck. A strcam gape in
the anadromous reach, though, could not ensure that only 13.2 efs is diverted from
Mouritain Creck becauge it would record the flow st the gage, rather than the project
discharge. We recommend thet any gage used comply with USGS standards.

Compliance with the 13.2 cfs maximum flow requirement would be determined by
implementation of the run-of-river operations monitoring plan discussed above in Section
V.C.2, Aquatic Resources. Compliance monlitoring would continue for the duration of
eny license issued,

We discuss the costs of using a stream gage with biotic monitoring in Section V1,
Developmental Analysis, and make our final recommendation in Section VI,
Comprehensive Development and Recommended Alternative.

El A i ing shutd for scheduled maint
When & project shuts down, flows to downstream resources can be interrupted.

For turbine outages, AVEC proposes to use jet deflectors to continue any required
flows, As designed, the turbine and bypass system valves would be synchronized so that,
if a long-term outsge occurred at the turbine, Nows would be simultaneously reduced st
the jet deflectors and increased in the bypass system until all flow is exiting the
powerhouse through the bypass system. If the bypass system is shut down, the reverse
actions would occur and flows would continue at the deflectors. AVEC does not propose
to continue flows if the penstock or intake require a shutdown, but woutd schedule
maintenance to minimize impacts on fish. AVEC also proposes to sutomate operations
and provide for remote monitoring.
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At a meeting with the resource agencies held April 26, 2000, AVEC added the
following provisions to their proposal: (1) clean debris and gravel from the desander
besween mid-May and mid-July, sfler ice out in the spring; (2) clean grass and debris
from screens between mild-October and mid-November, prior to ice forming; (3) conduct
maintenance during high flow periods; (4) limit maintenance pedods to less than 8 hours
in any given day; (5) consult with the agencles prior to conducting routine maintenance
during other times; (6) decrease project discharge at a rate of 2 Inches per hour (in/hr)
when the project shuts down for scheduled maintenance and (6) not dewater the penstock
during routine maintenance.

ADF&QG and Interior recommend that AVEC provide a fail-safe and redundant
backup system to ensure that any required instantancous flows would be released
* throughout routine maintenance periods, emergency project shutdowns, and interruptions
in the power grid. They also recommend that the project design and operations include
remote monitoring and operation of all project components, ADF&G recommends a 2-
in/hr ramping rate when the project is shut down for schedoled malntenance.

NMFS recomumends that AVEC report to the agencies, any emergency i
maintenance or breakdown thet reduces project flow to Lagoon Creek, including the dste,
duration of reduction, volume of reduction In cfs, resson for occurrence, method to
prevent any future occurrence, and any other pertinent information. NMFS further
recommends that AVEC ramp flow decreases over a 3-hr perfod when shutting down the !
project for scheduled maintenance. ’

Staff analysis

In the DEA, we found that the agencies' recommendation for # fall-safe and
redundant backup system could not be reasonably implemented because a second
conveyance system would be needed to maintain the trans-basin diversion during intake
and penstock outnges. At the April 26, 2000, meeting, the agencies clarified that they
intended their recommendation to apply to powethouse outages only, ADF&Q stated that
the reach between the powerhouse site and Lake Fork confluence usually dewaters under
existing conditions, but after the project begins operation, adult safmon would be moving
into the reach to spawn. ADF&Q’s greatest concern |s that fry would not be out of the
gravel by Juné 1, and the reach downsiream of the powerhouse must not be dewatered
before the fry are out of the gravel.

AVEC explained that spring and fall maintempce is needed to avold unscheduled
outages. At the April 26, 2000, meeting, AVEC and the agencies agreed that, based on
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data available to date, 10 cfs may be adequate to avoid dewatering the gravel and
streambed. Therelore, any effects of Interruptions for maintenance should be minimized
if at least 10 ¢fs were flowing in Lagoon Creek, excluding project discharges. The
participants further sgreed that fall maintenance would be conducted from mid-October 1o
the end of November with flows at or above 10 cfs.

Project discharges would provide additional wetted area for spawning and rearing
salmonids in the reach between the powerhouse site and the Lake Fork confluence. A
shutdown that Interrupts discharges from the powerhouse would retum these areas to pre-
project flow conditions, and depending on the season and precipitation, may eliminate
surface flow. The result could dewater redds and sirand fry and juveniles brought Into the
reach by project flows. Figure 7 shows that existing flows st the powethouse site average
sbove 10 cfs for the entire period of May 15 through July 15, and are lower during
October and November.

We agree that a minimum flow of 10 cfs during maintenance is appropriate to
protect flsheries and further, that providing & minimum fow of 10 ¢fs during the briel
periods of maintenance, as proposed by AVEC, would not affect project econormics.
Therefore, in addition to AVEC's proposed measures for scheduled maintenance, we
recommend, to protect fishery resources in Lagoon Creek, that: (1) spring and fail
maintenance be conducted between May 15 and July 15, and mid-October to the end of
November, respectively; (2) project shutdowns for maintenance be ramped at 2 in/hr; and
(3) spring and fall maintenance occur when a minimum flow of 10 cfs is present in -~ ™
Lagoon Creek. We further recommend that AVEC continue during all scheduled and
unscheduled powerhouse outages through thelr proposed bypass system and/or jet
deflectors. Our recommendation is consistent with AVEC's proposal and would atfow
AVEC some flexibility in scheduling routine maintenance at the project, so we don't
believe adopting measures to minimize the risk to squatic resources would be a
significant cost to AVEC.

NMFS's recommendation to ramp scheduled shutdowns over a 3-hr period would
provide a downramping rate of 4.3 cfs per hour (cfs/hr). ADF&G said that criteria
developed by the State of Washington (Hunter 1992) would require 8 rate of 1 inhr
during the spring maintenance period; however, because the species in Lagoon Creek are
somewhsat less sensitive than some of the species used to establish the Washington rates,
ADF&QG thinks a 2-in/hr rate would adequately protect aquatic resources during spring
snd fall maintenance periods. Atthe April 26, 2000, meeting, AVEC agreed that s 2-
in/hr rate would be aceepinble for project purposes.
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Emergency shuldowns could reduce flows in Lagoon Creek below the powerhouse
up to the amount being diverted at the time of the shutdown. We recognize that
emergency shutdowns of the Intake and penstock cannot be anticipated and that some
losses could occur. We are unable to asscss the fevel of any potential losses, however,
because we are unable to asscss the extent of fisheries’ enhancements that may result of
the diversion of additional flow into Ldgoon Creek. Any impacts from an emergency
shutdown would correspondingly reduce any enhancements from the project operation,
The extent of any Impacts would vary based on the volume of other surface flows in
Lagoon Creek, time of yenr, and duration of the cutage.

We agree with NMFS that AVEC should report any shutdowns resulting in
reduced project flows to Lagoon Creek to the agencies, and recommend that AVEC's
report include the date, duration of reduction, volume of reduction In cfs, reason for
occurrence, method to prevent any future occurrence and any other pertinent information,

As proposed by AVEC nearly all of the project's operations would be controlfed
nutomatically. Logs and operating parameters would be stored on a computer in the
powerhouse and accessible remotely over phone lines. Needle position sensors would
control flows through the Intake, bypass system, and turbine. The turbine would match
power demand by maintaining a constant line frequency and the sensors would control
the flow of water by opening or closing the needle valves. Only periodic maintenance

items, equipment fallure, and conditions exceeding the projects capacity to control wouid

require an operator. Such ltems that would require an operator Include:

. oiling, gressing, and changing the fluld of the mechanical components;
- replacement of failed controls and sensors; and

. cleaning of the intake and de-sander when debels loads are excessive.

We agree with Interior and ADF&G that AVEC should lncorpomc the automated
and remote features for the project as proposed.

Tailrace

AVEC proposes to design the dual tailraces incorporating boulders to dissipate
energy and slow velocity, and o stainless steel fish screen with 1.5-Inch maximum
openings lo prevent Inmigrating aduits from entering the tallrace. AVEC estimates that
the design would have a maximum tailrace velocity of 2 fps.

ADF&QG is concemed because the proposed screen and tailrace design would
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prevent fish from entering the tailrace, but may not reduce attraction 10 tailrace outflows.
Consequently, ADF&Q states that fish jumplng at the screen could be injured or killed,
ADF&GQ offers to work with AVEC, ' on  fins! tailrace plan that, when implemented,
would prevent salmon from entering or attempting to enter the tailrace,

Staff analysis

At an April 26, 2000, meeting with the resource agencies, AVEC presented a
detailed explanation of their proposed turbine bypass and dual tailrace system. ADF&G
suggested that tailrace attraction flows could be minimized by installing s series of
pickets in Lagoon Creek rround the discharge point. AVEC agreed that ADF&G's
recommended solution would be acceptable for project purposes.

We agree with AVEC and ADF&G that salmon entering the tsilrace could be
Injured and/or delay spawning, and that a tailrace barrier or screen i3 approprinte.
Because AVEC has included the tallrace plan In the construction costs of the project, we
believe that modifications such as installing pickets around the discharge point could be
made without s significant cost increase. Installing the pickets in Lagoon Creek could
sdequately reduce the discharge velocities without losing operating head. Therefore, we
recommend that AVEC, FWS, NMFS and ADF&Q work together to design tailrace
components that reduces sttraction and prevents injury to migrsting saimonids and submit
the design to the Commission for approval.

Prol . .

Interior and ADF&G recommend that AVEC consult with fish and wildlife agency
representatives about the need for an annual review meeting. 1f any of the fish and
wildlife agencles deem n meeting Is necessary, they recommend that AVEC hold a
meeting at least 60 days before the snniversary of the license, or other mutually agreesble
date, to review study results, evaluate the need for continued studies and study
modifications, review project operations that affect fish and wildlife, and {dentify courses
of action required based on the results. Interior and ADF&Q recommend that reports and
compliance with all license stipulations be reviewed. They recommend that AVEC
record the minutes of these and related meetings and circulate a draft of the minutes to
atiendees for review, comment and approval within 14 days following a meeting, Within

* ADF&G's offer to jointly design a tailrace exclusion with AVEC was not made
under Section 10(§) of the FPA.
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60 calendar days of a meeting, AVEC would submit the final minutes and other evidence
of the consultation, along with any recommendations and comments by the fish and
wildlife agencies, and the licensee to the Commission,

NMEFS also recommends annual project review meetings, with monitoring results
provided to the agencies at least 30 days prior to the meeling, -

AVEC has not responded to the agencies’ recommendation for annual meetings.

Staff analpsis

The agencies state that an annual mecting is 2 beneficial forum for AVEC and the
agencies to work together to review and interpret monitoring results and discuss potential

project-related impacts and courses of action to further protect or enhance fisheries
resources, .

We agree that an snnusl meeting would slfow AVEC and the resource agencies to

Jjointly sdapt monitoring programs according to resource needs. We, therefore,
recommend that AVEC contact NMFS, FWS and ADF&G annually to determine if the
agencies believe that a meeting Is necessary, 1f so, we recommend that AVEC hold a
meeting with the agencies to review the results of studies, evaluate the need for continued
studies and study modifications, review project operations that affect fish and wildlife,
and identify future courses of action based on the resulis. AVEC should use the agencies’
recommended time frames for meetings and meeting reports, unless other time ffames are
"mutuslly agreeable among the participants.

We're not clear if Interior and ADF&G's recormendation to review all license
stipulations refers to stipulations in the context of the ACMP consistency review or
stipulations in 8 broader context of license conditions. In any event, we do not agree that
it would be necessary, or even appropriate, to review all Heense stipulations or conditions.
Based on the agencles® rationsle for recommending annual meetings, we would expect
any annual meeting to focus on project-related fisheries Issues and any ongoing
monitoring. We envision that these meetings would review the results of any monitoring
conducted duting the prior year and evaluate any need for continued monitoring or
protection and enhancement measures, if warranted based on monltoring results.
Additional protection and enhancement measures and supporting documentation would
be submitted to the Commission, and implemented only sfier approval by the
Commission, After post-construction monitoring Is completed and any measures based
on monitoring resuits have been implemented, we recommend that annuel meetings be
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discontinued.
Escrow accoumt

Interor and ADF&G recommend that an interest bearing escrow account be
established. This account would be used to mitigate any unforseen impacts caused by
project construction or operation which could not be alleviated by a change in operations.
They also recommend that AVEC work with Interior and ADF&G to prepare a detajled
plan for use of this fund. A resource management counci! including representatives from
NMFS, FWS and ADF&G would be established to suthorize expenditures. As
recommended, AVEC and the agencies would jointly determine the amount of money to
be placed in the sccount and the council would determine the type, cost and location of
mitigation measures. The principal and sccumulsted interest would remain in escrow for
the term of the license, unless unanimously determined by the council and AVEC that the
account could be closed and any remaining funds retumed to AVEC. The council would
notify AVEC before any funds are withdrawn and sllow AVEC to audit expenditures.

AVEC objects 10 an escrow account because the Commission would inspect the
project on a regular basis and could impose a financial penalty for non-compliance with
the license. AVEC further states that it is a non-profit cooperative and budgets annually
for the operation and malntenance of 47 power plants and associated facilities. AVEC's
annual revenues are approximately $20,000,000 per year and are calculated lo covera
wide range of operating costs. AVEC believes it has the resources to maintain the project

in good order Including any extraordinary response that might be nceded to control
erosion or stabliize stopes.

Staff analysis

The sgencies’ recommendation to establish a fund was discussed at 2 meeling with
the resources agencies held Aprit 26, 2000, ADF&G pointed out that AVEC's proposed
gate to bar ali-terrain vehicles would be sited on refuge lands to utilize the location that
would be most effective at preventing access around the gate, This location would result
in genersl sccess to portions of AVEC’s maintenance trail and the refuge. The agencies
belicve that funds should be available to manage the easement lands in the event that
Increased recreation or other factors resulted in misuse of the land. No consensus was
reached by the meeling participants to establish such a fund.

The agencles make and we recommend a variety of prudent and viable measures to
protect fish and wildlife resources during project construction and operation; including
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preparation of a final ESCP, hazardous spill prevention plan, run-of-river operation, and
monitoring measures to identify and remedy any cffects of the project. We believe that
our measures would be sufficient to protect fish and wildlife snd mitigate any project
impscts. 1f monitoring shows that the project is adversely affecting resources, the
Commission may direct AVEC to modify project operations or facilities. Further, if
during the term of a license documentation supporting sdditional measures [s presented,
the Commission could reopen the license, and afier notice and opportunity for hearing,
require additional measures of AVEC. We have no reason to believe that AVEC would
not be able to fund any future measures as may be required by the Commission.
Therefore, we do not see a nieed for the account and do not recommend that AVEC
establish an escrow account.

Envi | Compliance Moni

AVEC proposes to hire personnel, of whom sgencies would be notificd, to be
responsible for compliance with the provisions of the license, as well as safety and
hazardous substance compliance, and have the authority to control the construction of the
project.

To monitor the effectiveness of the final ESCP, adherence to the fuel and
hazardous substances spill prevention plan, and protect natural resources during
construction, Interior and ADF&G recommend that AVEC hire a qualified ECM with the
suthority to: (1) ensure compliance with the provisions of the license; (2) cease work
and change orders in the ficld as deemed necessary; and (3) make pertinent and necessary
field notes on environmental complisnce monitoring by the licensee, The agencles
further recommend that AVEC, in coordination with the fish and wildlife agencies, write
the position description of the compliance monitor, including qualifications, dutles, and
responsibilities,

Staff analysts

The Lagoon Creek walershed provides habitat for satmon, Kodiak brown bear, and
other fish and wildlife resources that could be negsatively affected during construction
through noncompliance with environmental measures. Given the remoteness of the ares,
we believe that providing an ECM during project construction would help protect the
resources of the ares.

Before any constructlon activity could begin, AVEC would be required to comply
with the Commission's Construction Quality Controt Inspection Program (QCIP). The

59

QCIP requires a plan for inspecting and monitoring erosion control and other measures to
protect the environment in the project ares Including, where sppropriate, an onsite
monitor for construction sctivities. Monitors may be given the authority to cease work
and may be present part time or full time as Justified by the QCIP plan. Requirements for
the plan include » position description for any monitors, with a description of afl duties,
responsibilities, and suthorities, AVEC's QCIP plan would be submitted to the
Commission’s Regionsl Director in Portland, Cregon for approval,

We discuss the costs of providing an ECM in Section V1, Developmental Analysis,
and make our final recommendation in Section Vil, Comprehensive Development and
Recommended Alternative.

Hozardous substances

Interior and ADF&Q recommend that AVEC consult, and obtain spproval from,
the fish and wildlife resource agencics for s fuel and hazardous substances spill
prevention plan to help prevent and minimize any effects associnted with the handling of
fuel and other hazardous substances duting proposed project construction and operation.

Spills of fuel and other hazardous substances during the construction and operalion
of projects can adversely affect aquatic resources. We agree that a plan would lessen the
chance of & spill occurring and, should = spill occur, provide steps to prevent or minimize
cffects on aquatic resources. We, therefore, recommend that AVEC prepare and
implement a fuef and hazardous substances spill prevention plan. The plan would be
developed In consultation with NMFS, FWS and ADF&G. Procedures for handling
hazardous substances are a necessary part of the project’s construction costs, so we don't
belicve that developing a plan would significantly increase costs,

Site Inspection
Interior and ADF&G recommend that fish and wildlife agency representatives,
who show proper credentials, have free and unrestricted access to, through and across

access routes leading to project fands, all project lands and sll project works.

AVEC did not respond to the agencies’ recommendation to allow agency
representatives access to the project site and works.

Resource agencies manage fish and wildlife resources in the Mountain and Lagoon
Creek watersheds. Therefore, we recommend that AVEC sllow representatives of the
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NMFS, r wo and ADF&Q, who show proper credentials, free and unrestricied access to
project lands and works in the performance of thelr official duties, to the extent that
AVEC has authority from any land holders to allow access. For safety and lability
reasons, however, we recommend that advance notification be required.

Consultation

NMFS recommends that AVEC submit their drafi revegetation plan to NMFS at
least 60 days before project implementation and their biotic monitoring plans 6 months

before plant operation begins. NMFS recommended revegetation plan Is discussed in
V.C.3, Temrestrial Resources.

Interior and ADF&Q recommend that: (1) AVEC initiate consultation on their
recommended plans with the resource agencles at teast & months prior to fand-disturbing
activitics; (2) resource agencics be able to approve plans; (3) resource agencics be
allowed 30 days tead time, in writing, for agency comment and consuitation; (4) plans be
submitied to the Comsmission at least 30 days before the scheduled date to initlate
sctivities related to the plan; (4) plans be Implemented after writien approval Is recelved

from the Commission; and (5} If agreement on the plan Is not reached, project
implementation be halted.

Staff analysis

We recommend that the Commission’s standard consultation requirements, which
include most of those recommended by the agencies, be included in any Heense lssued 1o
AVEC. Thatis AVEC would: (1) develop a plan in consuitation with specified resource

" agencies; (2) prepare a draft plan, afler consultation with the agencles; (3)submit the

draft plan to resource ngencles, sllowing agency personnel a minimum of 30 days to
provide comments and recommendations; (4) prepare a final plan based on the agencies’
Input; (5) fite the final plan with the Commission, for appioval, along with agencies’
comments and recommendations on the drafl plan, Including an explanation of how the
agencies’ comments and recommendations have been accommodated by the final plan;

and (6) implement the plans after being notified by the Commission that they have been
approved.

Construction-related plans must generally be filed with the Commission 90 to 180
days prior to any ground-distarbing or land-clearing activities. We do not recommend
that AVEC be required to routinely initiate consultation 6 months before an activity
because plans may vary in depth and subject. We do not recomriiend that the
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Commission halt construction {f an agreement on a plan is not reached through the
consultation process, because the Commission would determine whether or not a license
violation exists, and if s0, any measures that may become necessary to establish
compliance, We don't recommend that the sgencies have approval suthority over plans
because their concerns would be submitted with AVEC's filing and addressed by
Commission staff when a plan is approved or modified. In any event, the Commission
reserves the right to modify snd finslly approve any plan submitted,

Amendment of license articles

NMFS recommends that any Interested party may petition the Commission to add
new conditions or amend the terms and conditions submitied as necessary to protect,
mitigate and enhance fish, wildlife and their habitat pursuant to FPA Section 10(j).

This is a legal issue which would be addressed by the Commission in any ticense
Issued to AVEC for the project.

€. Unavoidable Advere impacts

The diversion of up to 13.2 ¢fs into Lagoon Creek could cause long-term
temperature changes and/or eroslon in Lagoon Creek that could affect salmon and
salmonid habitst downstream of the powerhouse. With our recommended operational and
blotic monitoring plans, however, these affects should be minimal. Durinp emergency
outages of the Intake or penstock, some salmon could be stranded and redds dewatered
downstream of the powerhouse, We are unable to accurately estimate any potential
effects, however, because we won't know to what extent, if any, the diversion would
enhance salmon and salmon habitat below the powerhouse. We recommend scheduling
maintenance during times that would minimize any adverse affects on salmon and salmon
habitat below the powerhouse. We also recommend continuing flows during any
powerhouse outages, scheduled or unscheduled.

3. Temesuial Resources

a. Affzcted Envitonment

Open black cottonwood/Kenal birch forest with an understory of willow and alder
dominates the riparian vegetation at lower elevations near the powethouse and along the

access route. The black cottonwood forest transitions to a dense tall alder/willow shrub
community as the penstock moves out of the riparian zone of the Lagoon Creek and up
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the mountain, which gradually thins with Increasing clevation to a subslpine
grass/moss/tichen dominated midslope habitat, intermixed with witlows and alders along
the upper portions of the penstock and at the project intake (about 1,000 finsi).

Wetlands in the project area are small, generally Isolated, and scattered
depressions and vaileys that fill with water and peat. At the higher elevations, the
wetlands are dominated by moss overlying peat to the depth of solid bedrock. In the low-
lying arcas near the powerhouse, they arc mostly grass and peat overlying soil and gravel.
Wetlands are also associated with a few active springs emerging from talus slopes above
Lagoon Creek. Lagoon Creek empties into a salt lagoon dominated by various grasses
and other emergents,

Habitats In the project ares support a diverse array of wildlife. Over 250 species of
fish, birds, and mammals have been recorded on the refuge and sdjacent arcas (FWS
1987). Common mammals In the project area include Kodiak brown bear, Sitka black-
tailed dear, mountain goat, and others, Surveys for brown bear, black-tailed dear, and
mountain goats have not been conducted. However, most of the refuge Is considered
optimum brown bear habitat (FWS 1987). Intenslve acrial surveys in the Killuda Bay
(focated about 2 miles east of the project) and Shearwater Peninsula sreag found a
relatively high density of brown bears (270 bears/1,000 sq kilometers; Bames and Smith
1997). Brown bear densities in the Old Harbor Project area are expected to be similar to
those found at Shearwster Peninsula and Killuda Bay areas of Kodiak Island. The
midslope habitat, through which most of the penstock would traverse, contalns bear dens
at or near 1,000 feet elevation and s habitat prevalently used for denning by brown bears
on the southwest side of Kodisk Isiand (Van Dacele et al. 1990), The Big Creck, east of

.Lagoon Creek and within | mlle of construction activities, Is 8 good tributary for salmon
spawning and, thus, Is prime habltat for brown bears. Brown besrs slso feed on subalpine
vegetstion within the proposed construction zone and fish In Lagoon Creek during the
autumnn coho taimon run. Habitats along the penstock are also important summer hablitat
for black-tailed deer does and fawns and are used by both sexes in the winter. Mountsin
goats are primarily found on the high peaks above the project, but traverse the project
area when traveling between peaks,

Over 160 species of birds have been recorded on the refuge, 80 of which may nest
on the refuge (FWS 1997). Thirty species of birds were observed in habitats adjacent to
the project or nearby during site surveys conducted in August 1996 and June 1998. The
most comumon birds observed were the fox sparrow, Wilson's sparrow, and savannsh
sparrow. Bald eagles, an abundant nesting species on the refuge (over 200 nesting pairs;
FWS 1997), nest in the Jarge cottonwoods adjacent to Lagoon Creek near the
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_powerhouse, One active nest and three old nests were observed in this area. The active

cagle nest Is about 380 feet from the sccess road. Two young were observed in the nest

on August 9, 1996. The closest insctive nest to the powerhouse is about 600 feet away
from the access road.

Other birds of particular concern in the profect area Include the marbled murrelet,
Kittliz's murcelet, and harlequin duck. None of these species were observed during
limited site surveys conducted on August 9, 1996 (Maclntosh 1996) and June 15 and 16,
1998 (Eskelin 1998). No surveys of Mountain Creek were conducted. However, Eskelin
concluded that clevation and habitat conditions along Mountain Creek and Lagoon Creck
were not suitable for Kittliz's murrelet, and not typical ol nesting habitat of the marbled
murrelet. No harlequin ducks were observed in Lagoon Creek or in Sitkalidak Strait,
suggesting that their use of the area may be limited. However, given the limited survey
¢fTort caution must be applied In interpreting these results. Suitable habitat, which
includes remote mountainous streams, may be present for the harlequin duck in both
Mountain and Lagoon Creeks. ‘

During the scoping process, we received a letter from LASER, an organization that
includes members who work, live, hunt, fish, snd seek recreation with their families in the
vicinity of the proposed project. LASER urged that a Habitat Evaluation Procedure
{HEP) analysis be conducted under appropriste FWS eriterin to calculate the Habitat
Units (HU) &t the project site, both before and after project construction and operation.
LASER urges no net loss of HUs. We did not require AVEC to conduet a HEP enalysis
because the procedure is model-driven and requires a significant smount of data ™
collection and management. We felt that the expense of data coliection and modeling
was not commensurate with the size of the project. Further, no resource sgency
commented that a HEP was needed. Our recommended mitigation for land disturbances
is found in Section VII, Comprehensive Development and Recommended Alternative.

b._Environmental Impacts and Recommendations
Vegetation Impacts

Projéct construction would result in the loss or disturbance of about 16 acres of
vegetation.  Activities resulting in that disturbance include using heavy equipment
(backhoe, bulldozer) to dig a trench and bury the penstock, to construct the powerhouse,
to construct and grade the access trall, to bury the transmission line and phone line within

the rccess trail, and to transport equipment. Vegetation disturbance would also result
from driving four-wheel ATVs within the penstock right-of-way during construction to
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trang| fipment and personnef. Disturbed sites would also include spoll deposits i
along wic penstock, presumably within the penstock right-of-way. Estimates of
vegetation disturbance along the penstock and access road conservatively assumes a 60-
foot right-of-way, not all of which would require complete clearing in alf areas. During

operation, vegetation disturbance would be primarity limited to within thie access trail
during trips to the intske for maintenance.

AVEC originally proposed a 30-foot-wide right-of-way for the penstock,
transmission line and phone line. AVEC submitted a revised request for s 60-foot-wide
right-of-way 1o allow the construction and maintenance trail to follow the natural Jand -
contour as much as possible and avoid the need to cut and fil} areas that a 30-foot right-
of-way would require. AVEC stated the maintenance trail would not be widened beyond

. the inltial proposal, but the full 60-foot corridor could be used when tuming around

construction equipment, During a meeting held with the resource agencles on Apxil 26,
2000, FWS stated that FWS engincers have reviewed AVEC's plans for the project and
concluded that & 30-foot right-of-way would be too narrow to meet construction and
maintenance needs, ADF&Q, USFWS and NMFS agreed with AVEC that a 60-foot
right-of-way is reasonable because It would allow the construction and malntenance trail
to follow natural land contours, which would not be as disruptive to the landscape.
Thercfore, we conclude that s 60-foot-wide dght-of-way would minimize vegetation
disturbance by allowing grester flexibifity in routing the construction corridor.

AVEC would also prepare and implement a solf erosion control plan that Includes .

burying as much exposed penstock as possible and re-seeding all disturbed areas with
mixture of 60 percent Bering halr grass, 30 percent arctic red fescue, and 10 percent
annuai rys, spplicd at 1.5 pounds per 1000 square feet. A 20-20-10 fertilizer formula
would be applied at 475 pounds per acte to promote growth. 1

Interior and ADF&Q recommend a revegetstion plan as part of the soil erosion
control plan that includes () location of treatment areas, (b) plant species and planting
methods to be used, {c) planting densitles, (d) fertilizer formulations, (¢) seed test results,
() application rates, and (g) a specific implementation schedule and details for
monitoring and maintenance programs.

NMFS recommends that AVEC prepare as part of its soi} erosion control plane

" AVEC's proposal was developed in consultation with the Alaska Plant Materials
Center.
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revegetation plan that includes (a) using only native plant specles, (b) monltoring with a
goal of achieving 50 percent of natural vegetation densitles within one year, and (c)

rehabllitating any stream bank damage using biorchabilitation techniques that mimic
native vegetation densities and specles,

Because of the small srea affected (16 scres) and abundance of undisturbred similar
hebitat within the surrounding refuge, vegetation and habitat impacts are considered to be
minor, Measures proposed to minimize clearing and site disturbance effects would avoid
impacts to surrounding habitat to the greatest extent possible and reduce unavoidable
adverse impacts. AVEC's proposed seeding mixture is not composed of only native
species. The mixture would assist in controlling crosion which may retard revegetation,
be readity available, be tolerant of moist sites and adapted to a wide range of conditions,
and tolemte flooding snd foot irsffic; but provide low to moderate wildlife/fishery habitat
value (Muhlber and Moore 1998). Other native grasses and sedge species (Muhitber and
Moore 1998) may be avaiiable or salvaged and subsequently used that would provide
higher habltat value and better restore the digturbed areas to a more ecologically natural,
self-sustaining condition, similar structurally and functionally to the surrounding
"undisturbed” ecosystem. For example, vegetative mats, plugs, or sprips may be used to
provide sources of native plants that would otherwise be unavailable (Muhlber and Moore
1998). Cottonwoods, birch and alder provide important habitat components for fish and
wildlife. Cottonwoods and birch readily colonize disturbed sites and should revegetate
the penstock naturally. Cottonwoods, alder, and birch are also readily available and could

be used elfectively, if necessary, to stabilize streambank or channel erosion (Muhiber and
Moore 1998).

Monlioring and maintenance of site rehabilitation cfforts Is also necessary 1o

‘ensure success of vegetation planting. AVEC's proposal does not include vegetation

monltoring efforts.

We believe the use of native plant materials for revegetation would benefit wildlife
and {ish resources and would assist In recovering and maintaining s natural sppearance in
the area of the penstock. We discuss the cosis of the revegetation plan in Section V1,
Developmental Analysis, and make our final recommendation in Section Vi,
Comprehensive Development and Recommended Altemative.

Wetland Impacts

Project facilities were sited and designed to minimize wetland and riparian
crossings and to limit disturbance to these communities. Nonetheless, project
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construction activities would result in the filling and clearing of sbout 1.3 acres of
wetlands. Wetlands and riparian habitats would be permanently lost within the footprint
of the access irail, powerhouse, and intake structure. In other areas, AVEC would allow
the wetland and riparian vegetation to reestablish naturaily (i.c. over the penstock and
access-trail). AVEC would also implement the following measures to ensure that

hydrological flow pattemns important 16 maintaining wetlands are not significantly altered:

(n) install drains where the penstock is not completely buried: (b) construct all weather
wooden timber bridges across wetland- along the access tralf in a manner that would
allow water to continue to flow uniiupeded; (c) construct low water crossings along the
access trail that would allow run-off water to run over the trail; (d) install small bridges
and/or culverts across continuously flowing streams so that the water flows under the

trail; and (c) focate the biidges, powerhouse and access road high enough to be putside of
the flood plain of T agoon Creek.

No additionsl measures were recommended by the sgencies. Interior requests'
that AVEC commit to ot using wood timbers or planks that sre trested with any
preservative containing creosote or pentachlorophenol where these planks or timbers
would come in contact with wetlands or water bodies. If preservatives are used, only
pressure treated application should be employed. Interior also requests that preservatives
not be painted on, sprayed, or otherwise applied by surface application. These measures
are suggested to prevent leaching of toxic chemicals that could be harmful to fish and
wildlife. We agree with Interior and recommend that specifications in the final ESCP
Include stipulations that contractors not use In wetland arens lumber treated with
preservatives containing creosote or pentachlorophenot or surface applicd preservatives.

We also agree with AVEC that wetland areas have been avoided to the greatest
extent practical. No additional measures are recommended.

Brown Bears

Brown bears are important and prized resources (for both consumptive and non-
consumptive purposes) of the refuge and are Important in the culture and subsistence of
native people of Old Harbor. Project construction and operation would adversely affect
brown bears by altering or eliminating potential denning and foraging habitat, through
disturbance, and by increasing potential interaction with humans.

1 Interfor’s request was not made under Section 10(j) of the FPA,
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Project construction would result In & small Joss (16 acres) of potential denning
snd foraging habiiat through vegetation removal - less than 0.007 percent of the Kiliuda
Bay geographic unit studied by Bames and Smith (1997). Construction-related activities
would have & greater effect on an unquantified area by disturbing feeding bears along
Lagoon Creek during the salmon spawning runs (August through Oclober: Bames and
Smith 1997), by disturbing dennlng bears during winter construction activities, by
disturbing foraging or other activities in surrounding areas through the use of low-flying
helicopters, blasting, and/or drilling, and by temporarily altering movement pattems.
Brown bears are particularly sensitive to low-flylng helicopters (Smith and Van Daele
1990). Disturbances can result in increased energy expenditures, reduced food intake,
sltered behavior, and den abandonment.

Construction-refated cffects would be short-term and limited in that: (8) AVEC's
project construction activities would be completed in about 9 months if started in early
January; (b) construction sctivities would be confined to 4 smalf area adjacent to Lagoon
Creek and the East Fork (except noisz from helicopters, blasting, and drilling would
extend further); {c) helicopter use would be intense on & short-term basis (8 1o 9 days for
10 hours around June or July to transport the penstock) and sporadic during the remainder
of the year (0.5 to 1 day at a time to deliver miscellaneous items); (d) blasting and drilling
would be isolated occurrences and may not be nceded at all; (¢) bears may be habituated
10 & certain level of low-impact disturbance due to the proximity of the project (primarily
the powerhouse) to Old Harbor; and (f) normal behavioral, feeding, and denning patterns
would return following construction because disturbance during operation would occur
infrequently and would be localized, assoclated primarily with maintenance activities at
the intake and powerhouse. Periodic maintenance activities would result in less than
optimal use of available resources by brown bears for the life of the project. However,
the effects should be minor given the limited affected area, abundance of surrounding
resources, and availability of thick escape cover. Consequently, we conclude that
disturbence effects from project construction and operation on brown bears would likely
be minor. Construction-related disturbances were also determined to have minor impacts
on brown bears during and following construction of the much larger 20-MW Terror
Lake hydroclectric project - it took 3 years to construct this project located on the Terror
River in nerthern Kodiak Island. Smith and Van Dacle (1990) found that brown bears
were spparently able to co-exist with intensive construction activity by making minor
shifts to nearby areas with heavy cover and resumed use of svailable habitats following
construction. Smith and Van Daele (1990) concluded that intrusive short-term
development activity was accommodated without major detrimental effects because of
abundant and varied food resources, as well as dense cover that atlowed the bears to
continue o use the area. While it is sometimes risky to extrapolate data from one project
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fo anc ‘en site-specific differences in habitat and use that might be present, we
believe ihat because of proximity of the two projects, similarity of habitats, and
abundance of undisturbed habitat and resources, it s reasonable to assume thst similar
effects would be noted at the Old Harbor Project.

Of greater concern would be the potential long-term adverse effecis of any
reduction of salmon In Mountaln or Lagoon Creeks. Pacific salmon are an important
component of brown bear dict (Barmes 1990). Limited sampling during 1996 and 1998
suggests that numbers of salmon spawaing in Mountain Creek is small and spawning
BCCess Is limited by lack of surfece flows, thus Mountain Creck would likely represent
marginal fishery for brown bears (fish surveys are discussed in Section V.C.2, Aquatic
Resources). In contrast, Barling Bay Creek, which Mountsin Creek joins near its
confluence with tide water, provides a much more desirable fishery for brown bears -
providing large numbers of coho, pink and chum salmon. Reductions in flow to
Mountain Creek and any concomitant decrease in spawning salmon numbers would have
timited adverse impacts on bear food resources. Conversely, Lagoon Creek and the Lake
Fork have good salmon fisheries, supporting coho, chum, and pink satmon, and Dolty
Varden. AVEC postulates that increases In flow to Lagoon Creek would improve salmon
spawning habltat and retining salmon, thus providing sdditionsl food resources. While
this hypothesfs may prove true, Information on other factors influencing satmon
production such as changes in stream temperature, water quslity, availability of Juvenile
rearing habitat are not available to support this conclusion at this time. Monitoring of
salmon numbers In Lagoon Creek would be useful in determining overall effects on

svailable bear food supplies in Lagoon Creck. Sslmon and habliat surveys are discussed
in Section V.C.2, Aquatic Resources.

Project construction could rlso affect brown bears by Increasing human/bear
conflicts. Increased interactions with the construction workforce or Increased public use
due to enhanced access can result in bears being killed in defense of life and property
(DLP). Next to sport hunting, DLP is the primary cause of bears killed by people on
Kodiak Island; levels of human activity on the refuge are increasing, resulting In more
bear/human conflicts, with as many incidences occurring near remote villages and on or
near the coastline (FWS 1987, Smith ct al. 1990). To reduce such copflicts and to protect
brown bears, FWS recommends that AVEC prepare a bear safety plan that includes: (1)
instructions for operating in bear country that minimize possible conflicts, (2) minimizing
encounters and avoiding areas used by bears, (3) keeping construction sites and refuse
areas clean, (4) installing bear-proof garbage receptacles and other measures to prevent
bears from obtalning food or garbage, and (5) procedures to deal with problem bears,
AVEC did not propose any measures to minimize human/besr conflicts, other than gating
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or blocking ATV access which is discussed in greater detail below.

Similar measures, including adequate management of garbage, firearms
restrictions, and education of workers at the Terror Lake Project were key factors In
minimizing bear/human conflict and killing of bears (Smith and Van Dacle 1990). The
cost of a bear safety plan is presented in Section V1, Developmental Analysis and our
recommendation is found in Section Vil, Comprehensive Development and
Recommended Altemnative,

Bald Eagles

Project construction activities along the access rond and the use of helicopters
could result In the disturbance of nesting bald eagles. Construction of the access road and
powerhouse would be within the line-of-sight of eagles nesting along Lagoon Creek.
Wortk slong the majority of the penstock and at the Intake would not be visible because of
intervening terrain, However, the use of helicopters to deliver materisls to the penstock
and inteke would liktly occur within the line-of-sight of nesting eagles and could disturb
them. Helicopter use would likely occur during an 8 or 9 day period early in the
construction phase and then for short durations later on, but would not likely begin before
May 15. Interior notes that eagles will readily abandon their nests when disturbed prior to
May 15 and disturbance through July | may cause nest failure. Afler that period
fledglings are not as susceptible to minimal disturbance although direct helicopter flighta
would be excessive. The project is not likely to affect available food supplies because
Lagoon Creek is too heavily wooded to provide suitable foraging and more suitable
foraging is available away from construction activities in the bay.

AVEC proposes to conduct surveys for nesting bald eagles before construction
begins on the powerhouse or the access trall. 1M any sre found, their position would be
tecorded and shown on a drawing with the prolect features. This information would be
forwerded to the FWS with » request for guidelines regarding the construction as it refates
to the presence of the eagle nests. 1feagle nests are found, they most likely would be on
the east side of Lagoon Creck based on past nest locations. At 8 minimum, AVEC
proposes to direct helicopter flights close to the mountain on the west side of the stream
so that there would be about a quarter of & mile distance between the helicopter path and
the eagle nests. Interior has indicated a willingness to work with AVEC on actions to
avoid impscts o eagles. AVEC's proposed actions are reasonable and would likely avoid
severe impacts on nesting bald eagles. We recommend that AVEC prepare o final eagle
protection plan, in consultation with FWS and ADFAG, that details methods and timing
of surveys for nesting eagles, and specific actions that would be implemented to avoid
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disturbance to nesting eagles, including timing of construction activities and helicopter
use and flight paths to avoid disturbing nesting eagles, This plan should be filed with the
Commission st least 90 days before land-disturbing activities would take place.

Other Wildlife Species

Similar to the effects discussed for the brown bear, construction activitics woutd
result in the loss of habitat used by & variety of wildlife including Sitka black-tailed dear,
mountain gost, neo-tropical migrant birds, and other small mammals and furbearers.
Construction activitics would be temporary and the disturbance associated with these
activities minor. However, project facilitics would result In the permanent alteration of &
small amount of habitat. Disturbance from maintenance activities would result in fess
than optimum usc of available resources for wildlife for the life of the project.
Disturbance of mountsin goats should be minima!, however, because of their transient use
of the project construction arcs; consequently, this species is not likely to be significantly
affected by project construction or maintenance activities,

As we discussed for brown bears above, we believe impacts on wildlife to be
minimal becsuse of the limlted area affected (16 acres), short-term Intense construction
period, and abundance of available undisturbed habitat. Revegetation of the project
would help minimize adverse Impacts. Our recommended use of native plants would atso
help retum most of the affected fand to useable state for wildlife much sooner. No

additional measures were recommended by the agencies or AVEC, and wedonot  ~
recommend any. -

Access and ATV-Use

Historicalty, the project area has been used for occasional subsistence and hiking
purposes. ATVs have used s large part of the project area for many years; use expanded
into new sreas, Including the area of the project intake, during the course of project
studies. ATV use and access into new sreas of the refuge would {tkely continue because
of the small access truil that would be built to service the penstock and Intake structure,
With increased access and ATV use comes the potential for greater disturbances to brown
bears, deer, mountain goats, and other wildlife, potentially greater human/bear conflicts,
increased DLP mortality of brown bears, and increased pressure from recreational and
subsistence hunting. Additionslly, ATV use results in the direct loss or degradation of
habitat In remote areas of the refuge, destroys sensitive alpine vegetation, compacts soil,
causes rutting and croslon of stream banks, and teaves long-term scars on the land which
in turn degrades fish and wildlife habitat (Smith and Van Daele 1990, Smith et of, 1990,
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Kasworm and Manley 1990, Mclellsn 1990, FWS 1987). The use of ATVs is prohibited
in Alaska refuges other than arcas designated by the refuge manager or pursuant to the
terms and conditions of a special use permit (FWS 1987). ATV use s also inconsistent
with minimal mansgement prescribed for the Kodisk National Wildlife Refuge (FWS
1987).

AVEC considered several alternatives to contro! public access created by the
access trall to the intake. AVEC concluded that keeping ATVs off the sccess trall to the
powethouse is impractical. Even gates on the bridges would not be effective, given the
relatively fiat terrain and heavy existing use of the ares, including Lagoon Creek. AVEC
also considered constructing & gate Just uphill from the powerhouse. To be cﬂecnvc', sn
existing trail through a nearby notch in the Hhiliside would aiso need o be bloc.kcd with
boulders or gated. However, this Is s popular recreational access for local residents.

Instead, AVEC proposes to allow ATV trafTic to the powerhouse, but 1o construct
# gate at the top of s smail steep hill slong the penstock route about half way bclwe'en the
powethouse and Intake sites. Several notches would need to be blocked near the hill to
prevent ATVs from clrcumventing the control structure. The terrain at the hill controt is
very difficult to negotiate, Only recently (May 1998) did local residents successfully
make thelr way up to the intake area by using piles of alders for traction - a testament to
the Ingenuity and perseverance of local peaple with a desire to access the area. AVEC
also proposes to monitor unauthorized access with AVEC's maintenance personnel. The
maintenance person would look for signs of damage to the gate and other physica.l' -
barriers, tracks in the vegetation outside of the existing access trail, and would notify
AVEC of any unsuthorized access. 1f the gates prove lncﬂ'ccti\'!e, AVEC woul‘d ccmsxflt
with the refuge manager on ways to prevent further access. This may involve improving
the gate or adding additional barriers.

No agency filed recommendations for controfling ATV access.

We agree that some control of ATV access is necessary to prevent impac}s to
wildlife and vegetation and to maintain the wildemess characler of the surrounding refuge
lands. AVEC's proposed measures would likely control ATV access. We nlso agree that
by allowing the local residents to use the access trail to lh? poweshuus?. l}ml some
impscts currently occurring along Lagoon Creck may be rcduc'cd or etiminated.
However, the specific detalls of AVEC's proposed messures still nced to be developed,
Therefore, we recommend that AVEC file with the Commission for approval, a final
ATV nccess control plan, developed in consultation with ADF&G and FWS, that '
describes the locations and types of access controf (gates, boulders, eic.), construction
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mel d Schcdu.!\:, monitoring methods and schedule, and the measures that would be
taken if access restrictions prove to be ineffective.

We don’t believe the costs of Implementing this plan would be significant, because
AVEC has alrcady. proposed the measures to be implemented. ATV use where access is
not controlled Is discussed in V.C.5,-Recreation and Land Use.

Summary

Project construction effects on wildlife and wildlife habitat should be relatively
minor because of the limited area affected, short construction period, and availability of
sbundant and varied food resources and escape cover that would allow wildlife to
continue to inhabit the project.srea and to return following construction, Qur
recommended measures for a revegetation plan that incotporates the use of native species
to the greatest extent practical, s bear safety plan, an eagle protection plan, and access
control plan would reduce and mitigate anticipated impacts to an acceptable level,

C. Unavoldable Adverse Impacts

Sixtcen acres of vegetation and 1.3 acres of wetlands would be fost or altered by
project construction, Some disturbance and temporsry displacement of wildlife would be
unavoldable during construction. These effects would be milnimized by implementing our
recommended measures for revegetation, bear and eagle protection, and ATV restrictions.

4. Threatencd and Endangered Species

No federally-listed threatened and endangered specles under Interlor's jurisdiction
occur In the project area (letter fom Pamcla Bergman, Acting Regional Environmentat

Officer, Office of the Secretary, U.S. Departrent of the Interior, Anchorage, Alnska;
September 10, 1999), .

The Snake River sockeye salmon (endangered), Snake River fall chinook salmon
(threstened), Snake River spring/summer chinook (threatened), and stellar sea lion
(endangered) are federnlly listed for Alaska marine waters; but would not be affected by
the project because (1) these specles do not occur in Lagoon or Mountaln Creeks; (2)
construction and operation would not require any work in the marine environment, other
than shipping of equipment and materials, that could reduce or modify the foraging

habitat of these species; and (3) no sea lon rookeries or haulouts are located In or near the
project area, i

3

We conclude for the reasons stated above that the project would have no effect on

threatened and endangered species, snd no further consultation pursuant to the
Endangered Species Act Is necessary.

5. Recreatlon and Land Use
2. Affected Enviconment

ATVs have used a large part of the project area for many years, including an
existing trail that runs through a bog slong the cast side of Lagoon Creek to the proposed
powerhouse site, This trall has two instream crossings used by ATVs in Lagoon Creek,
One crossing is Just downstream of the confluence of the Lake Fork and Lagoon Creek.
ATVs niso run either on the banks or in the stream for about 300 feet before crossing
agaln just above the confluence. The existing trail runs near the proposed powerhouse
site, and AVEC has used this trail to access the site, '

To conduct studies for the proposed project, AVEC also created a new trait on the
west side of Lagoon Crecek that runs slong the proposed penstock and transmission line
routes to the intake site (AVEC 1999, Figure T-1, Appendix A). Local residents have
started to use this new trail for hiking and ATV access to lakes in the Big Creek Basin,

b._Envirenmental Impacts and Recommendations

During construction, AVEC would improve the trails to the powerhouse and
intake sltes to use as roads to support construction activities,

Afer construction, AVEC proposes to improve the sccess road 1o the powerhouse,
including bridging Lagoon Creek, and lesve it as an improved feature. AVEC would
allow the access road to the intake o revegetate naturally afier construction, but woutd
continue to maintain & 4-feot-wide trail for maintenance access by ATV 1o the penstock
and intake. AVEC proposes to bar public ATV access by installing s gate about half way
between the powerhouse and the intake, the first site on the trail where ATV's could be
prevented from going around a gate and continuing to the intake. AVEC would continue
to allow recreational ATV traffic to the powerhouse and sbove the powerhouse to the

gate.
Interior is concerned that with improved access more aress would be vulnerable to
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ATV use, allowing for increased take in wildlife, destruction of alpine vegetation, soil

compaction, and ruttlng and erosion of stream banks that causes crosion and
sedimentation,

Staff analysis

Keeping ATVs off the access road to the powerhouse Is impractical. Even gates
on the bridges would not be effective. ATV users would find other locations to cross
Lagoon Creek so they could get on the access road. Local residents have ssked that
AVEC provide more areas for ATV use, and would want to use the improved access road
because it would be an easier and faster way 1o get to the Big Creek Basin, By ailowing
ATVs to use the access road to the powerhouse and the new trail as far as the proposed
gate, new damage to the streambanks and vegetation could be avoided, The damaged .
arcas in the lowlands could recover and ATV use directly in Lagoon Creek and on jts
banks would probably be climinated. We recognize that ATV access as far as the gate
could cause an increase In ATV use that would have a negative Impact on the surrounding
environment. We believe, however, that permitting sccess could also provide a
reasonable alternative to the current ATV use of the banks and stresmbed.

We agree with AVEC that the best method of preventing or minimizing ATV use
of the accesy trall to the intake would be & gate. Our recommendation regarding AVEC's
proposed gate is discussed in Section V,C.3, Terrestrisl Resources.

Because the project would allow enhanced ATV access to the powerhouse 3lte and
above the powerhouse as far as the proposed gate, we recommend that AVEC develop a
recreation plan in consultation with the FWS, NMFS, ADF&G, Old Harbor, and the
OHNC. The plan would include methods and measures to protect the area from improper
use yet stifl allow for recreational ATV use on the access rpad.

c. Unavoidable Adverse Impacts

Revegetation would not oceur for about 4,400 feet on the 4-foot-wide penstock
maintenance corridor because of permanent public ATV access. These effects would be
minimized by our recommended recreation plan.

6. Cultural Resources
8. Affected Environment
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Old Harbor falls within the traditional territory of the Koniag, one of three regionsal -
groups of the Alutiiq people. At historic contact, the Konisg Inhabited constal
environments of the Kodiak Archipelapo and the Alaska Peninsula. Other Alutiig
peoples, the Chugach and the Unegkurmiut, Inhabited Prince Witliam Sound and the
outer coast of the Kenal Peninsula. In the Kodiak Archipelago, the cultural history of the
Alutiig is preserved in 8 multitude of archseological sites. Dense prehistoric papuations
leR large accumulations of cultural debris that have resisted decay in the region's
persistently cool wet.environment,

Archaeological evidence from southeast Kodiak Island, including the Otd Harbor
aren indicates that people of the Ocean Bay tradition maintained residences in strategic
focations that nilowed them to take advantage of ecological varisbility. Residential sites
of this period have been found mostly on mid-bay coastal locations where marine
oriented hunter-gatherers could have moved efficiently between outer and inner bay
environments in response to resource availability and traveling conditions.

Archacological research in the Kodiak Archipelago began early in 1930,
Anthropologist Ales Hrdlicka excavated a large prehistoric village site in Larsen Bay on
the western side of Kodiak and conducted a cursory boat survey of the archipelago
(Hrdlicka 1944). Early in 1960, the University of Wisconsin initiated the first major
excavations designed to define Kodiak's prehistoric sequence. Much of their research
was conducted along the southeastem coast of the archipelago in areas adjacent to Old
Harbor. This led to the development of a cultural chronology which Is still used today.

Early In 1980, Richard Jordan of Bryn Mawr College initiated a decade long
project to clarify the social and economic implications of Kodiak cultural history.
Jordan's regional perspective contributed much to the understanding of Kodiak social
evolution and inspired many graduste students to continuc studying Kodiak prehistory.

The OHNC has been an active sponsor of archacological rescarch in arcas
surrounding their community. A multi-year survey of Sitkalidak Island, southeast of Old
Harbor, led to the discovery of more than 100 previously unknown sites and several smalt
excavations that produced important artifact assemblages, giving Old Harbor residents an
oppottunity lo participate In uncarthing their heritage. In 1995, an Alutiiq owned
museum and archacological repository opened to provide local storage for the assemblage
from many of these projects. This muscum is funded and governed by repeesentatives of
¢ight Kodiak Native corporations, including the OHNC.

b. Environmental Impacts and Recommendations
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AVEC conducted an archacological survey in the areas outlined for the
construction and operation of the project. The survey did not locate any prehistoric or
historie cultural remains and concluded that It Is unlikely that such remains exist in the
construction corridor as surveyed. The survey goes on to say that if land-disturbing
activities should reveal archacological remains, that work should be immediately halted
and the State Historic Preservation Officer (SHPO) notified.

The State of Alaska Historical Preservation Officer (SHPO) concurred with the
findings of the cultural resources consultant's report entitled "Archaeological Survey for
the Old Harbor Small Hydroelectric Project, Old Harbor, Alaska™ (letter from Judith E.
Bittner, State Historic Preservation Officer, Oclober 27, 1999). The SHPO concluded
that if project plans as described in the report change and go beyond the survey comridor,
then sdditional archacological survey work would be necessary.

Land-disturbing actlvitics associated with project construction could uncover
unknown archacological deposits. Also, If It becomes necessary to deviate outside the
surveyed ares, additional archaeological surveys may be needed.

We agree with the findings of the archaeological survey and the SHPO. Ifit
should become necessary for Iand-disturbing sctivities to take place outside the surveyed
aren, however, project construction should be stopped until additions! studies can be
conducted to ensure there would be no impact to cultural resources. Also, if Iand-
disturbing actlvities sssoclated with the construction of the project should uncover
unknown archaeological deposits, the project should be stopped until AVEC ean: (1)
consult with the SHPO and the OHNC about the discovered sites; (2) prepare a site-
specific plan, including a schedule, to evaluate the significance of the sltes and to avold or
mitigate any impacts to sites found eligible for Inclusion in the National Register of
Historic Places; (3) base the site-specific plan on recommendations of the SHPO, OHNC,
and Interior's Standards and Guidelines for Archeology and Historic Preservation; (4) file
the site-specific plan for Commission approval, together with the written comments of the
SHPO and OHNC,; and (5) take the necessary sieps to protect the discovered
archeological or historic sites from further impact untit notificd by the Commission that
sll of these requirements have been satisfied.

& Unavoidable Adverse linpacts

None.
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1._Socipeconomics
8. Affected Environment

Currently, about 300 people live in the Old Harbor area and about 85 percent of
the residents are Aleut (AVEC 1998). Adult unemployment is about 76 percent, and
about one-third of houscholds live below the poverty line. According to the 1990 census,
the median houschold Income is less than $17,000. A 2,000-foot runway and a seaplanc
serve air traffic, with flights available to Kodiak, Alaska. Harbor and docking facilitics
exigt for 55 boats, and Seattle-based snd local barge services are avnilable.

b._Environmentat Impacts and Recommendations

Initially, the residents of Old Harbor would be employed during the construction
of the project. ARer the project becomes operntional there would likely be power .
available for individuals, businesses and public entitles to use some of this excess power
at discounted rates. The resulting community improvements could include operating s
currently idle freezer piant, building and operating an ice plant, providing electrical
energy to the harbor, and heating public buildings. An lce plant would substantially
increase the value of fish harvested. This could enable local fishermen to make the same
amount of money by catching fewer fish, further conserving the resource.

Section 810 of ANILCA requires an evaluation by the land-mansging agency (in
this case Interior) of effects on subsistence hunting, fishing, and gathering resoufces and
the subsistence lifestyle for any project that uses federsl lands. Because parts of the
project would use federal lands, Interior would prepare a subsistence evaluation for the
project.

We believe that constructing and operating the project would ne! + ultina
significant restriction of subsistence resources because: (1) the project would have little
cffect on subsistence species; (2) any project effects would be int-niified through
meniloring, (3) AVEC proposes to minimize unauthorized = +55 to the upper project
area by installing a gate to prevent ATV sccess and havir.: maintenance petsonnel
monitor the project area for unauthorized signs of & cess, and (4) the number of
additional people that would enter the area would! probably not be enough to affect
subsistence resources.

Because the project's socloec anic impacts would be primarily beneficial, we
don't recommend any measures spcifically addressing socioeconomics.
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Under the no-action alierative, the Old Harbor Project would not be construeted.
There would be no changes to the physical, biological, or cultura! resources of the area
and electrical generation from the project would not occur. The power that would have
been developed from a renewsble resource would have to be replaced from
nonrenewable fuels. The noise and air quality impacts of the existing diese] firel-fired
generation system would continue unabated or at increased levels as the tocal electrical
demand Increased. The risk of spills of diesel fuels would likewise continue st current or
Increasing levels. The financial benefits to the residents of Old Harbor in the form of
lower electrical rates and to AVEC in tenms of project operating revenues would not be
realized.

V1. DEVELOPMENTAL ANALYSIS

The economic detalls of the project have been analyzed in two separate studics.
The first study, "Old Harbor Hydroelectric Feasibility Study, Final Repont® (polarconsult
1995) was prepared by polarconsult, the consultant that prepared AVEC's EA, and
outlined the project location, features, potential generation, and economics. Thesecond
study, "Rural Hydroelectric Assessment and Development Study” Phase I and 11 reports,

was prepared by Locher Interests LTD (Locher Interests LTD 1998), The phase Il report
was completed in January 1998.

We reviewed these two studies and the Developmental Analysls done on behalf of
AVEC by polarconsult. Below, we discuss AVEC' and our analysis of the project..

AVEC's Analysis

AVEC estimates the project's cost to be $2,444,700. In its cconomic model,
AVEC used a cost of $1,444,700 to reflect grants totaling $1,000,000. The foad that the
project would supply is reduced by 87,000 kWh from the 1998 level of 751,000 kWh.
The reduction Is due to Old Harbor's plan to switch from pumping its drinking water to
having it supplied by the project at considerably higher pressure and without the power
consumption, : .
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In deriving the aveided power cost, AVEC used: (1) $0.90/gal for diesel fuel cost;
(2) $450/kW for diesel capacity replacement every ten years; and (3) $84,870 per year for
diesel O&M expenses.

Based on these assumptions and the economic parameters shown In table 4, AVEC
says the project has present value net benefits of sbout $856,000 over the 35.year analysis

period.

Table 4. Economic parameters used in AVEC's analysis. (Source: AVEC
1999, as modified by Commission staff)

Economic Parameter Value
Hydro Price $2,444,700
Hydro Loan Amount $1,444,700
Hydro Loan Interest Rate 5.00%
Hydro Loan Petiod (years) 10
Interest Rate 5.00%
Infiation Rate 3.00%
Length Of Analysis (years) 18
City Energy Needs (kWh per year) 664,000
Load Growth 2.00%
Diese! Fuel Cost (§ per gal) 09 A
Fuel Cost Growth 0.00%
Diesel Efficiency ($ per kWh) 3.5
NPV Of Diesel Oaly $4,430,906
NPV Of Diesel & Hydro $3,574,810
Net Benefit $856,096

To estimate the economic benefits for the project, we use s current costs method
that Is different from AVEC's. This method of analysis assumes that costs (diesel fuel,
O&M, eté.) do not escalate but remain fixed at their first year values for the 30-year

L]
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period of anslysis, while future benefits of the project are discounted at the rssumed
discount rate. This method yields lower benefits for the project, as shown below.

A._Power and Economic Benefits of the Project

To calculate the economic benefits of a utility-owned project, we compare the
project costs - for the project as proposed and the project with staff-recommended
enhancements -- to the cost of obtaining the same amount of capacity and energy using
other generation sources. Consistent with the Commission's approach to economic
analysis, ** we equate the value of project power benefits to the current cost the utility
would have to pay for the same amount of energy and capacity using sltemative
genersling resources; we don't consider any future infiation effects in our anslysis,

We base our estimate of project benefits on AVEC's current cost of running its
diesel fueled generators. These costs are: (1) $1.16/gal for the dicsel fuel; (2) $450/kW to
replace the 200 kW diese! generators every ten years; and (3) $84,870 annually in O&M

expenses. We use $1.16/gal for fuel because it Is the current cost; AVEC forecasted its
fuel cost of $0.90/gallon. »

We use the cost of the alternative power source as a threshold In our determination
of positive or negative project power benefits. For any salternative we consider, s positive
net annusi power benefit shows how much less it would cost AVEC to use the project’s

power instead of diesel generation; a negative net annual benefit shows how much more it
would cost.

We anslyze the project’s power benefits for the proposed project and for the stafl-
recommended altemnative,

1. Economics of the Proposed Project

The estimated project cost is $2,477,700 (32,444,700 for construction and $33,000
for the applicant's proposed mitigative mensures). Because AVEC recelved grants :
totaling $1,000,000, the actual cost to AVEC I8 $1,477,700. In our analysis, we use this
figure for the capital Investment and AVEC's Interest rate of five percent.

 See Mead Corporation, Publishing Paper Division, 72 FERC'161,027 (July 13,
1995).
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Based on our cconomic parameters shown In table 3, the project, »s proposed by
AVEC, would have an annusl cost of $183,000. The current annual value of power for
the proposed project would be $174,800. To determine whether the proposed project is
currently economically beneficisl, we subtract the project cost from the value of the
project power. We find that this project would have an annual cost of about $8,200 (13
millvkWh), more than the current cdst of the slternative source of power.

Table 5. Economic parameters used in Commission stafl's analysis.
(Source: Commission staff)

Economic Parameler Value
Hydro Cost $2,477,700
Hydro Loan Amount $1,477,700
Hydro Loan Interest Rate 5.00%
Discount Rate 1.94%
Hydro Loan Perlod (years) 20
Inflation Rate 0.00%
Length Of Analysis (years) 30
City Energy Needs (KWh per year) 644,000
Load Growth 2.00%
Diesel Fuel Cost (3 per gal) 116
Fue!l Cost Growth 0.00%
Dieset Efficiency (kW/gal) 13.5
Maximum Federal Tax Rate 34.00%
Local Tax Rate 0.50%

2._Economics of the Staff-Recommended Alternative

In nddition to AVEC"s proposal fo mitigate impacts from project construction and
operation, NMFS, Interior and ADF&Q recommend additionsl measures. The costs for
the measures we recommend are shown in table 6.
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Table 6. Cost of staff-recommended environmental measures. (Source: Commisslon

stall)
Enbancement/Mitigation Measure Capital Cost | Annual Cost
Environmental Compliance Monitor (Interior and ADF&Q) $80,000 8,100
Upgrade AVEC's Blotlc Moniloring Plan (NMFS, Interior,

ADF&0) $31,400 3,200
Upgrade Existing Gage (NMFS, Interior, ADF&G) $3,000 300
Upgrade AVEC's Revegetation Plan (NMFS) $7,500 750
Bear Safety Plan (Interior) $2,500 250

The total annual cost of the project with the staff recommended measures would be
about $192,330. Subtracting the annual project cost from the value of the project power
(5174,800), we find that this project would have negative economic benefits over the
license term of about $17,530 annually (27 mills/kWh) compared to alternative power,

B._Cost of Environmental Echancement Measures

Table 7 Is n summary of annual costs, power benefite and net benefits for AVEC's
proposal and staff's recommended slternative.

Table 7. Cost summary of AVEC's proposal and sta{f's recommended altemative,
(Source Conunission staff)

Project Cost l Power Benefits . l Net Benefits
Altemnative
$/year(mills’k Wh)
AVEC's Proposal - 183,000 (276) 174,800 (263) -3,200 (13)
Staff's Recommendstion | - 192,330 (290). 174,800 (263) - 17,530 (27)

We note that the development cost for the project {s greater than the ciurent cost of
energy. Project economics, however, Is only one of the many public Interest factors that
1s considered in determining whether or not to fssuc a license. Developing the Old
TIsrbor Project may be desirable for other reasons, such as to diversify the mix of energy

sources in the area, to promote construction-reiated jobs In the area, and to provide a
fixed-cost source of power.

83

€. Diesel Fuel

If licensed, the project would reduce the current dlesel-fireled electric power
generation, and thereby conserve nonrenewable fossil fuels and reduce the emission of
noxious byproducts caused by the combustion of fossll fuels. If the hydroclectric project
were not ticensed, about 150 tons of dicsel fuel would have to be used annually to
generate the 644 MWh needed for the Old Harbor area. The annual amount of carbon
dloxide - the main contributor to the greenhouse effect - would increase by 450 tons. The
project would benefit sir quality and the environment because the need for fossil fuel
generation would be minimized.

ViI. COMPREHENSIVE DEVELOPMENRT AND RECOMMENDED
ALTERNATIVE

Sections 4(c) and 10(a)(1} of the FPA require the Commission to give cqus!
consideration to all uses of the waterway on which a project is focated. When the
Commission reviews a proposed project, the environmental (recrestional, fish and
wildlife, and other non-developmental values of the involved waterway) are balanced
equally with its electrical encrgy and other developmental values. In determining
whether, and under what conditions to license a project, the Commission must weigh the
various economic and envitonumental tradeofTs Involved in the decision. Accordingly,
any license Issued shall be best adapted to a comprehensive plan for impwving or
developing a waterway for all beneficial public uses.

Based on our Independent revlew of sgency and public comments filed on this
project and our review of the environmentaf and cconomic effects of the proposed project
and its altemnatives, we selected the proposed project, with our recommended measures,
as the preferred option. We recommend this option because: (1) Issuance of an original
ficense for the Old Harbor Project would allow AVEC to generale renewsble power and
provide a dependable source of electrical encrgy to Old Harbor; (2) the project would
avoid the need for an equlvalent amount of diescl-powered facilities in Old Harbor; (3)
the project would help to conserve these nonrenewable resources and limit atmeospheric
pollution; and (4) the recommended envlronmental measures would protect water quality,
fish, tervestrial, historic and cultural resources, and meintain multiple use and
management of project lands within the project area. Accordingly, we believe that our
alternative would be best adapted to a comprehensive plan for making use of the water
power resources of the Mountain and Lagoon Creek watersheds, while concurrently
protecting other natural resource values and uses.
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-+ »ecognize thut the economlc benefit of our preferred option results in 8 net
annual benefit that is negstive; that Is, the cost of project power would exceed the tikely
sltemative by 27 milla’k Wh, However, we make our recommendation consistent with the
Commission's policy of not basing the decision of ficense lssuance solely on the basis of
economic projections, but we consider all developmental and nondevelopments! vatues of
& project. * Therefore, we recommend that an original license should be issued for the
Old Harbor Project. Our recomemended messures for an original Hcense are listed below.

Our recommended altemntive contains five measures that would affect the
cconomics of the project because thelr costs are substantial: (1) prepare and implement
biotic monitoring plans for intergravel temperatures, geomorphology and erosion,
spawning surveys of coho, pink and chum salmon, and juvenile fish surveys; ** (2)
prepare and implement a plan to monitor streamflows in the Lagoon Creek ansdromous
reach in concert with biotic monitoring; (3) employ an ECM during project construction;

(4) prepare and implement a revegetation plan; and (5) prepare and lmplement & bear
safety plan,

Biotic monitoring plans

We recommend that AVEC prepare and implement & biotic monitoring ptogram
by preparing, in consultation with the NMFS, FWS and ADF&0, a separate plan to
monitor each of the following: intergravel water temperatures, channel and habltat,
salmon spawning surveys, and Juvenile fish surveys, -

We recommend that AVEC prepare and implement s plan to collect Intergravel
water tempesatire data at the six sites identified by the agencles, for | year prior to
construction and up to § years after the start of operation, depending on results. We
belicve this monitoring is necessary to identify any project effects on saimon based on the
temperature and scasonal flow variations between the East Fork and Lagoon Creek, 11-
month-long salmonid incubation and emergence perlods in Lagoon Creek, and number of
years before these salmon species retum to freshwater to spawn. Because intergravet
temperatures may vary widely under existing conditlons, the plan must include criteria for
determining to what extent temperature vasiations below the powerhouse are project-

1 Se¢ 82 FERC 61,030(1998).

'S The agencies recommend one biotic monitoring plan with four components, We
recommend each of the four components as 8 separate plan because each component
would have several elements that would require tracking.
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reiated.

We recommend that AVEC prepare and implement s stream channel and habitat
monitoring plan to document the project’s effects on the Lagoon Creek channel and
habitat conditions. Channel and habitat monitoring would take place in the anadromous
rench of Lagoon Creek using the protocol developed by the USFS for streams in national
forests in Alaska, In the spring sfler runoff and late fall during years 0, 3, and § after the
start of project operations. We believe this monitoring Is necessary because the additional
diversion of up to 13.2 cft into the anadromous reach of Lagoon Creek st times could
result in channel-changing flow conditions and cause erosion.

We recommend that AVEC prepare and implement two plans to document the
project’s effects on salmon in Lagoon Creek. One plan would provide for rnnuai
spawning surveys of coho, pink and chum salmon for at least 5 years after the start of
project operstions, to be conducted in the three reaches and during the seven time periods
recommended by Intedor and ADF&Q. The second plan would provide for anaual

* Juventle fish surveys, as recommended by the resource agencies, for at least 5 years afier
the start of project operations. We believe these adult and juvenile surveys are necded
because of the potentlal for project operations to adverscly afTect salmon species in
Lagoon Creck.

Temperature and channel habitat are eritical components for & healthy salmon
fishery, and salmon surveys are lmportant to determine whether the existing Lagoon  ~
Creek salmon fishery would change as a result of project operstions. Therefore, Sur
recommended monitoring Is necessary to protect salmon in Lagoon Creek. Further, the
benefit of this monitoring in protecting the Lagoon Creek salmonid fishery is worth its
estimated annusl cost of $3,200. If post-license monitoring, done in consultation with the
NMFS, FWS and ADF&G shows that modifications {o project operations or facilitics are
needed to protect sslmon resources, the Commission may direct AVEC to modify the
operations or facilities.

Streamflow gaglng

We recommend that AVEC prepare and implement a stream gaging plan, in
consultation with NMFS, FWS, ADF&G and USGS to coliect streamflow or stage data
according to USGS standards, for up o 5 years, depending on results, The plan would
provide for AVEC to distribute the data to the fish and wildlife agencies, including the
ADF&G components sccording to ADF&('s recommendation. Installing the page would
allow sil biotic monitoring results to be correlated with flows in the anadromous reach to
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determine the effects of the project’s trans-basin flow diversion. Thercfore, we find the
stream gaging plan is a necessary component of monitoring the project effects, and the
benefits of this mensure would be worth its estimated annual cost of $300.

Provide an ECM

We recommend that AVEC employ an ECM to be on-site, full time during
construction activities, and that the ECM have the authority to cease work and ensure
compliance with any environmental measures required during construction. An on-site
ECM would assure that project construction would not adversely affect resources by
enforcing compliance with construction-related environmental measures. We further find
that, given the remotencss of the area and the sensitivity of the resources to be protected
during construction warrant an on-site, full time, therefore, the benefits of this measure is
worth its estimated annual cost of $8,100.

Revegetation plsn

. We recommend that AVEC prepare and Implement a revegetation plan at an
estimated annual cost of $750, because if disturbed areas are not revegetated, erosion of
the lfmdscapc could worsen and wildlife habitat could deteriorate, Non-nnth;c plant
species may spread beyond the seeded area to displace native plants, eventually reducing
the diversity of the vegetation. Therefore, we find that revegetation, using native plants
to the extent practical, Is necessary for the protection of wildlife resources, AVEC would
preparc a final revegetation plan, in consultation with NMFS, FWS and ADF&(), based
on site-specific conditions, using native vegetation to the greatest extent prac!lca!'. and
where appropriate, would not interfere with site aperation and maintenance. This plan
would be completed prior to any land disturbing activitics and would be Included as part
of AVEC’s fina! soil eroslon control plan. The plan would contain all the elements
identified in NMFS, FWS snd ADF&0's recommendations, including a monitoring and
maintenance plan. The monitoring plan would include criterja by which.to judge success
of the revepetation cfforis and measures that would be implemented if desired vegetation
goals are not nchieved. More than one year may be necessary to evaluate the success of
revegetation efforts, depending on the success of the revegetation efforts. However, such
monitoring would not fikely need to exceed three years following initial planting or‘
subsequent revegetation efforts. We find that the benefits of this measure to mitigate
disturbances from construction would be worth its estimated annus} cost of $750.

Bear safety plan
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We recommend that AVEC prepare snd implement & bear safety plan to minimize
human/bear conflicts and protect bears during construction. Bears arc thought 1o be
present in high density on the refuge, and defense of life and property during bearhuman
internctions is the second highest cause of bears belng killed by humans. Therefore, we
find that this measure is nccessary to protect bears during construction and would be
worth its estimated annual cost of $250.

V1il. RECOMMENDATIONS OF FISH AND WILDLIFE AGENCIES

Under the provisions of the FPA, each hydroelectric license issued by the
Commission shall include conditions based on the recommendations provided by federal
and state fish and wildlife sgencies for the protection, mitigation, and enhancement of
fish and wildlife resources affected by the project. Section 10(3) of the FPA states that
whenever the Commission finds that any fish and wildlife agency recommendation is
inconsistent with the purposes and the requirements of the FPA or other applicable law,
the Commission and the sgency shall sttempt to resolve any such inconsistency, giving
due weight to the agency's recommendations, expertise, and statutory responsibilities.

We belicve that our recommendations contained In this EA are consistent with
those filed by the federal and state fish and wildlife agencies (table 8).
Recommendations that are considered outside the scope of Section 10{j) have been
considered under Section 10(a) of the FPA and are addressed in the specific resource
section of this document. Recommendations subject to Section 10(j) are discussed below.

Under Section 10(j) of the FPA, we made a prefiminary determination that three
measures recommended by the agencies were Inconsistent with the FPA; replicating
AVEC's 1996 cross sections and using ADF&Q's aerial surveys for monitoring, and
providing flow continuation during all outages. By letters dated February 29, and March
3, 2000, NMFS and ADF&G, respectively, disagreed that our recommendations would
be adequate to protect fisherles resources et Lagoon Creck, We did not receive s
response from FWS.

On April 26, 2000, Commission sta{f conducted a meeting with NMFS, FWS,
ADF&G, and AVEC to attempt to resolve the inconsistencies. At this meeting, AVEC
and the resources agencies agreed: (1) to use the drafi protocol developed by the USFS
for national forests in Alaska 1o monitor channel and habitat in Lagoon Creek; (2) that
AVEC would include with its annust fisheries monltoring report the results of ADF&Q's
aerial surveys for two streams near Lagoon Creek as a gross indicator of fisheries
preduction; and (3) AVEC would continue to divert flows into Lagoon Creek during all

88



powerhouse outages by using the fet deflector and Implementing its proposed turbine
hypass system, schedule spring maintenance when Lagoon Creek flows are st feast 10 cfs,
and downramp at a rate of 2 in/hr to perform scheduled maintenance.

First, we made s determination that a recommendation by NMFS, FWS and
ADF&Q that AVEC replicate its 1996 tross section measurements of Lagoon Creek in
project years 3 and 5 may be inconsistent with the substantial evidence standard of
Section 313(b) of the FPA. We found that the recommendation, Intended to determine
any project-related effects on channel and habitat changes, msy not be supported by

substantial evidence because flooding in June 1998 changed the channel (o the extent that
the cross scctions do not represent curvent conditions.

At the meeting, ADF&Q presented the draft protocol developed by the USFS for
stream monitoring to Commission staff (USFS 1999), and the agencies recommended
that AVEC use the USFS protocol In lieu of their original recommendation to replicate
the 1996 cross sections. We find that the protocol is designed to conduct rapld stream
surveys, offers several tiers of effort which can be tailored to the survey needs, and
includes the substrate and riffle/pool frequency counts that are of special interest to the

. sgencies. Therefore, we find that substantial evidence exists to support the modifled
recommendation and, in Section VII of the FEA, we recommend that the USFS protocol
be sdopled to monitor stream channel and hebitat in Lagoon Creck.

Sccond, we made a preliminary determination that a recommendation made by ™
NMFS that post-construction monitoring include the results of ADF&G's annual aerial
surveys of two streams similar to Lagoon Creek may be inconsistent with the substantiat
evidence standard of section 313(b) of the FPA. NMFS recommended this measure to
determine any project effects on fisheries production and habitat use by comparing
AVEC's monitoring results in Lagoon Creek with ADF&('s serisl recruitment surveys
from similar streams. We found that NMFS's recommendation may not be supported by
substantial evidence because the index streams were not identified and ADFAG had not
committed to surveying streams In the project area,

At the meeting, ADF&G presented information about the annual aerial recrultment
surveys of Kodiak Island streams conducted by its commercial fisherics staff, including
the methods and purpose as a gross indicator of fisheries production. NMFS modified Its
reconunendation 1o state that ADF&G’s aerial surveys would not be used slone for
determining any project effects, but only in concert with project specific monitoring data.
We agree that having a gross indicator for production for other streams in the project area
could be uscful to determine whether any large scale Incresses or decreases In recruitment
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for Lagoon Creek are found in similar streams in the ares. Therefore, we find that
substantial evidence exists to support the modifled recommendation and, In Sectlon VI
of the FEA, we recommend that AVEC Include with their annuat fisheries monitoring
report for Lagoon Creek, ADF&Q’s aerial survey results for two simifar streams.

Third, we made 8 preliminery decision that the recommendation by FWS and
ADF&G that AVEC provide fail-safe and sedundant back up provisions for flow
continuation during outages may be inconsistent with the public interest standard of
Section 4(e) and the comprehensive planning standard of Section 10(a) of the FPA. The
apencies intended the recommendation to protect seimon by maintaining a wetted
streambed below the powerhouse during outages. We found that the benefits of
maintaining the trans-basin diversion during scheduled outsges would not be worth the
cost of a second conveyance system.

At the meeting, the ADF&G and FWS clerified that their recommendation for flow
continuation during outages was intended to apply to powerhouse outages only, not to
penstock or Intske outages that could disrupt the trans-basin diversion. AVEC explained
the spring and fall debris clearing maintenance that is necessary to avoid unscheduled
outages. The agencies modified their original recommendation to allow maintenance to
occur from May 15 through July 15 and mid-October through the end of November, when
natural flows in Lagoon Creek are at least 10 cfs, to provide a wetted stream bed below
the powerhouse. AVEC also presented s detnifed explanation of their proposed turbine
bypass system and Jet deflectors that would ensure flow continuation through powerhouse
outages, We believe that the combination of the jet deflector and AVEC's proposed
turbine bypasa system and a 10-cfs natural flow in Lagoon Creek during scheduled
maintenance are adequste to provide flow continuation and fisheries protection during
powerhouse outages. Therefore, we find that the modified recommendation meets the
public interest and comprehensive planning standards of the FPA and, in Section V.C.2 of
the FEA, we recommend that AVEC provide flow continuation during powerhouse
outages, .

In their letter dated February 29, 2000, NMFS submitted an alternstive
recornmendation that AVEC ramp shutdowns for scheduled maintenance over a 3-hour
period to protect fisheries during outages. At the April 26 meeting, ADF &G submitted an
alternative recommendation that shutdowns be ramped 2 in/hr based on Hunter's (1992)
findings, and NMFS modificd their mmping recommendation to agree with ADF&G's
ramping rate of 2 infhr. We agree that a 2-in/hr downramping rate would benefit the
Lagoon Creek fishery by preventing stranding, and in Section V11 of the FEA, we
recommend that the alternative recommendation that AVEC downramp flows st 2 infhr
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before performing scheduled maintenance be adopted.

We find that the any inconsistencies between the agencies’ 10(j) recommendations
and the FPA have been resolved as a result of the sdditional information and modified

and slternative recommendations presented by the agencies and AVEC at the April 26,
2000, meeting.

Table 8 summarizes the fish and wildlife agency recommendations recelved by the
Commission and the conclusions resched in this EA relative to these recommendstions.

Table 8. Summary of fish and wildlife agency recommendations. (Source: Commission

stafl)

. WITHIN | ovuar

: - SCOPE OF
RECOMMENDATION AG!.NCY SECTION CosT
R BT
1. Develop a comprehensive NMF$ Yes Minlmal | Adopted
erosion control and sedimentstion | FWS ’
control plan ADF&0

CONCLUSION

1. Tining restrictions for in- NMFS Yes NiA Adopted
witer work must meet ADFAQ’s
recommendations. (Stefl
recommends odoption based on
ADFAO cluificatlon of ity
recommended timing restrictions
st presented ot the April 26,
2000, meeting.)

3. Develop » revegetatlon plan, NMFS Yos $750 Adapted
using enly native plant species on | FWS
all impected ground ADFAQG

4. Prepare a bess safety plan to Interior Yex 3250 Adopted,
svold possible conlicts between
bears and humeans In the project

srea during construction and

operation,

S. Hire an ECM and Jolntly write | Interdor Yes 2,100
the position deacription with the
sgencles, including
qualifications, dutles and
responaibiiities.

Adopted - 538
requirement of the
Commisslon's QCIP,
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. ANNUAL
SCOPE OF
RECOMMENDATION AGENCY SYCTION COS5T CONCLUSION
1)
6. Prepare 8 plan (o ensure Interfor Yes See B3 Adopied - a3 2
adherence to ESCP and spill ADF&Q requirement of the
prevention plan, Including i Commission’s QCIP.
employment of an ECM with the
hority to cease 1

and chiangz orders bt the field o
decmed necessary, .
7. Consult and obtatn spproval Interior Yes Minimsl | Adopted -
from fish and wildilfe resource ADF&G Commission would
sgencles regarding the Heensee's hxve fins! approvat
final fuel and harardous spili plan
to help prevent and minimizz sny
impacts associmted with the
handlitng of harardous substances
during project construction and
operation.
8. Prepare s plan, for sgency NMFS Yer $1,200 Adopied -
approval, to monltor sy project | Interlor Commission would
effects on satmon by ADFAQ kave finsl spproval,
continuousty recording water and finsl

P for a minl of $ determlination for
years, depending on results, ot six whether the results
sites recommended by the warranted edditional
resource agencies. tempersture —

monlioring.
9. Prepare a pian, for agency NMFS Yes included | Adopled -
spproval, to monlior project Interfor nn Commistion would
eifects on satmon by conducting | ADF&Q heve flnal approvsl,
adult spawning surveys for wl and determine if
least § years afier the start of resulls warranied
project operations In three sdditional spawning
reaches, during seven separste surveys.
periods, as recommended by the
resource agencles,
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} SCOPE OF
R!ZCOWAT!ON AGENCY SECTION CosY CONCLUSION
L 100)
L.

10. Prepare & plan, for agency NMFS Yes Included Adopted -
approval, to monltor projeci Interior | nes Commisslon would
efTects oa salmon by trapping ADFAQ have final approval,
Juvenlle fiaks In theee reaches snd determine If
using non-lethal capture ~ '{ results warrsnted
techniques, standardized additions! juvenile

hods, times, and focations, for surveys.

identification, enumerstion, and
measurement,

). Use two streams in the NMFS Yer N/A Adopted - AVEC
tmumediate ares, surveyed by the would Include the
ADFAQ annualty, with stmiler ADF&G werlal survey
characiesistics o Lagoon Creek vesults with thelr

&3 controf streaims to compare annust flsherles
Lagoon Creek fish production. monitoring report.
(Staff recommiends adoption

based on modification to 10())

recommendstion presented st the

Apxdl 28, 2000, meeting )

12. Prepese a plan, for sgency NMFS Yes Included In | Adopted -
spprovel, to monltor project Interior n Comralssion would
effects on sstmon from chasges ADF&0 have final eppeoval,
Ing phology snd eroslon,

Surveys to Include photos and

wetied area, cafculation of N

Increase In weticd area below the

powerhouse, identification of

3 t ] i or - 'l lﬂ
channel morphology.

13. Conduct geomophology and | NMFS Yes NA Adapted

eroston surveys by repesting pre- { Interlor

project crosa sectlons of Lagoon | ADFAG

Creek in years 3 and $ of profect

operation when fiows are 13 cfy

over the Mlows during the pre-

project croas-sections. (Staff

recommends adoptlon based on

modificstions presented sthe

April 26, 2000, meeting )
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WITHIN
SCOPE OF
SECTION

16{)

ANNUAL

CONCLUSION

1. Develop and submb plans to
resource agencies for approval
and review slx months before
uperstion of construction beglos,
depending on plan,

NMFs
Interior
ADFaQ

No-not s
epecific FAW
messure

A

Not sdopted-
Commisslon would

- | fequlie & 30-day

minlmum consultstlen

15, Allow the sgencies 30 days
by netificstion In writing to
enable them 1o comment and
reach sgreement with the
applicant before the plans are

bmitted to the C I
Submit the flaal plan, approved
by the sgencies, 1o the
Commission at teast 30 days
before the scheduled date 10
inftiste nctivities relsted to the
plan,

Interfor

No-not s
specific FAW
measure

Mintmsl

Adopted under 10{s).

16. Consult with the sgencles
srnuatly sboul holding s project
review meeting 1o review
moniloring and stream gaging
results end [dentify cowrses of
sction, including study
modificstion and the need for
contloed rudies, Resuhs should
be sent out st least 30 days before
s mecting. If & new or modified
course of action is proposed ss s
result of the snnusi meeting
AVEC would prepare an
implementation plan, 1o be
spproved by the resource
agencies, and submb # 1o the
Commission for review and
spproval.

NMFS
Interfor
ADFAG

No-nota
tpecific FAW
messure

tncluded
insg

Adopted under 10{s) -
a4 8 requirement of
the bictic monitocing
plans,
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WITHIN

e . ot ANNUAL
 RecOMMENDATION | acency | SCOFEOF | Ccost CONCLUSION
100)
11, Record the minutes of sanval § Intertor No-nota Minlmal | Adopted under
project review meetings snd ADFaG speclfic FAW Sectlon 1),
clreulate the draft of the minutes measure slthough purticipants
10 attendees for review tould esiablish other
and spproval within 14 days mutuatly agrecable
followlng & meeting. Submit the time frames.
final minutes snd other evidence
of the consultation, slong with
any recommendstions and
comments by the fish and
wildlife sgencies and the licensee
to the Commission.
18, 1f & new or modified course | Interior No-nots N/A Not sdopted - Any
of action ls proposed a3 s resuht ADFa&0 specific FAW proposed courze must
of the annual meeting, farther mensure be submitted to the
:‘e\v[I]eF\; 3&;{ be nquim;.' ‘ Commiasion for
‘s recommendation approvel. A
states that further ACMP review npf::mlmcw
may be requibred.) Hold Independent of
sdditional meetings If unforseen Commission reviews.
effects of project opentlons Annusl meetings
warrant such meetings. would be discontinued
afler moaltoring mnd
any tew measures
based on monftoring
results are
Implemented.
19. Summarize snd submit Interfor No-Would | N/A Not Adopted - A
temperature data to the flsh and ADF&Q give finnt tempersture
wildfife agencies eanually, snd if suthorfly to the monltoring pian
the agencles defermine that the agencies would be
temperstures during project implemented. The
operstions vary from the mnge of Commission would
measured pre-project determine whethet the
p &nd pose u potential results warranted
negntive cﬁegt on the ppawning, sddittonal mensures.
incubstion, and/or rearing of
wnadromous {ishes, develop and
implement & mitigation plan,
spproved by the fish and wildlife
sgencles,
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WITHIN
¥ COMMENDA GEN scopzor | ATTCRL
RECO TION AGENCY | "0 ~rON cost CONCLUSION
10(0)
20. I fish production ls Interior No- H/A Not adopted - I post-
signifieantly reduced ag 8 result ADFAQ Commbzslon ficense monltoring
of project operations, the license determines results show that the
shall be reopened. In . whether s project adversely
consultstion with the fish and Heense Is sifects resources, the
wildlife sgencles, the reopened and Comnilssion may
Commission will order the whether direct AVEC to
ficensee to construct the additionsl modify project
necessary facilities or modify measures are facititles or
operstions to release water st appropriste operstions,
temperstures that do not iopact
fush production in Lsgoon Creek.
21, Address the problems NMFS No - WA Adopied under 10{w) -
Hentified by monlioring with Commisalon Hf post-Hicense
setur! mitigation, not Himited ta determines monitaring resulty
these ples: (1) {fmonhorlog whether show that the project
shows that decressed water sdditlonal adversely affects
temperatures detrimentully measures sre resources, the
tmpact spawning and rearing, & approprisie Commission tray
pond should be constructed of the direct AVEC 10
tallrace to ralse water tempersture modify project
before entering Lagoon Creek; facilitles or
wnd (2) If excessive erosion operstions, including
oceur, the streambanks should the examples in this
be blorchabilitated snd/or the recomunendation,
talirsce eitered to reduce
velocitles.
12. Operate s recording (st NMFS Yes $300 Adopted
intervals of 15 minutes or Tess) Interior
stresm gage, for amisimum of 3 | ADFRO
years Just below the powerhouse.
23, Make flow records availsbie | NMFS Yes Minimal | Adopled
to tesourte agencies Intetior
ADF&Q
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- RECOMMENDATION .
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SECTION

!ggl

AGENCY

ANNUAL

CONCLUSION

29. Schedufe malntenance that
reduces water fiow to meet
ADF&0 thme restrictions. (Staff
recommends adoption based on
ADF&G's recommended time
restrictions as presented ot the
April 26, 2000, meeting.)

HMFS Yes

Indeterm-
nate

Adopted.

30. For sny unscheduled
malntenance, report to the
agencies the date, duration of
reductlon, efs veduction, resson
for occurrence, snd measures for
prevention of reoccurrence,

NMFS§ Yes

Mintmat

Adopted

31, Provide fall-safe and
redundant backup provisions In
project design and operstion.
The facilities shall have the
capucity for Indefnite flow

i i (Sialfyr &
sdoption based on agensies’
clarification that this would spply
only to powerhouso outages )

Interfor Yes
ADFaQ

$0

Adopted.

12, Include remote monitoring
and operation of all project
componenits of project design and
operstions.

Interfor Ho.nota
specific FAW
meanme

0

Adopted under 10(s)

13, File, for Comenission
spproval, 8 detafled plan for
establishing an interest-beasing
escraw account to mitigate for
currently unforseen bmpacts on
(ish, wlidiife, snd water quality
inted with ¢ ion and
operation of the project.

Interior No-not s
ADFAQ specific FAW
mesture

NA

Notadopted - No
evidence that AVEC
could not fund
environmenta)
measures ut required
by the Commission.

34. Allow any Interested party to
petltion the Commission o sdd
new conditions or amend these
conditions pursusnt 1o FPA
Sectlon 10()).

NMFS No-nots
specific FAW
meaare

Indeterm-
nate

Thists ¢ kegs!
question that would be
addressed at the time
of ficense issuance,

" RECOMMENDATION | Agency | SCOPEOR | ANTUAL
¥ SECTION Cost CONCLUSION
- 10())
24. After construction of the interior No.nota Mintmst Adopted under 10(s)
project, record, summarize and ADF&Q  } specific FAW -
submit streemflows monthly fos mexsure
the first year of operation and
annuslly thereafier to the fish and
wiidlife resources agencles, §fa
reting curve or any other
regression relationship Is used to
calculate discharge, submit to the
' (] "’ or wh ever 8
shift in the rating curve occurs,
.§ whichever oceurs first,
23, Provide reviews of reports Interior No-nots N/A Not edopied - review
and complisnce with all license specific F&W of fish and wildlife
stipulstions. measure ficense requirements
wauld be tncluded
with annusl project
moctings, but not
other license
requirements.
Canunlaslon would
determine cotoplisnce
with requirements,
26, Openate the project as run-of- | Interlor Yes Minimal | Adopted
tiver where the Instantaneous ADF&G
outflow from the impoundment
(s turbine discharge, spliiage,
direct release, and/or leakage) is
equsl fo the Instantanecus inflow
fnto the impoundment, up to 132
ofs.
17, Divertnomore than 13.2efs | NMFS Yes 30 Adopted
from the Eust Fork Into Lagoon
Creek.
2%, Divert » constant amountof | NMFS Yes $0 Adopied - Imerpeeted
water through s bypaas system 13 dischurging »
vegardiess of power demand. constant flow from the
powerhouse through a
bypass system, turbine
or comblnation of
both.
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* apcommenbiTion - | acency | ScorEor | ATHAL
: ; , SECTION CosT CONCLUSION
. M| ' ‘ol‘!) . .
33, Allow ADF&G ADF&Q No-nots Mintmal | Adopted under 10(s) -
representatives, with proper - specific F&W Advance notlce
credentisly, to have free and messure requlred for safety and
unrestricted sccesy to, through, lisbliity ressons
snd across sccess routes leading
10 project tands, all project lands
and sl project works,
36. Ramp Mows over » 3-hr NMFS Yes Minimal Adopted
period durlng scheduled
Syed A (Su“ t A
sdoption based on NMFS
modified recommendation of 2
tnfhre) .
31, Ramp Nows ot 2-bvhr dusing | ADFAG Yes Minimal Adogted
scheduled shutdowna,

IX. CONSISTENCY WITH COMPREHENSIVE PLANS

Section 10(a)(2) of the FPA requires the Commission to consider the extent to
which & project Is consistent with federal or state comprehensive plans for improving,
developlng, or conserving & waterway or waterways affected by the project. Aceordingly,
federal and state agencies have filed 24 comprehensive plans for Alaska. Of these, we
identified and reviewed four plans relevasit to this project: Alaska Outdoor Recreation
Plan {Alaska Department of Natural Resources 1981), American Waterfow]l Mansgement
Plan (FWS 1986), the refuge Comprehensive Conservation Plan (CCP) (FWS 1987), and
the refuge Fishery Management Plan. No conflicts were found with the Alaska Outdoor
Recreation Plan, American Waterfowl Management Plan, or Fishery Management Plan,

The CCP serves as the master plan for providing broad policy guldance and
establishing the long-term goals and objectives for FWS management of the refuge.
Lands that are proposed for wilderness areas, including tand that the proposed project
would oecupy, are designated as "minimal management” (letter from Paul Gates,
Regional Environmental Officer, U.S. Department of the Interior, Anchorsge, Alaska,
February 22, 1996). Hydropower development was e significant Issue at the time the plan
was developed because of 8 proposed expansion to the Terror Lake Project (FERC No.
2743), also located on the proposed wildemess sres. The plan allowed for an expansion
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of the Terror Lake Project to the extent that It would be compatible with refuge purposes
and consistent with refuge objectives, but prohibited any new hydro projects (FWS
1987).

The proposed Old Harbor Project is not consistent with the uses and purposes of
the refuge allowed on lands designated for "minimal mansgement.” However, by
{mplementing the environmenta! protection measures outlined In this EA, the small
hydroelectric development proposed for the Old Harbor Project would be consistent with
uses allowed under "moderste management.” Changing the management designation
from "minimal® 1o "moderate” would allow the construction and operation of a low-head
dam and associated facilities, but fands designated "modcrate management” usually allow
activities which would not be consistent with suthorized uses of refuge lands surrounding
the project site. Therefore, the FWS has decided to emend the CCP to reclassify the lands
within the proposed project site as "moderate management for the purpose of
hydroelectric development.” All other activities will be managed under guidance
consistent with the "minima! management” designation of surrounding tands.

¥, FINDING OF NO SIGNIFICANT IMPACT

We've prepared this environmental assessment for the project pursuant to the
National Environmental Policy Act of 1969. Constructing thg proposed project would
have some unavoldable adverse impacts; some temporary, some permanent.

Temporary impacts would include short-term, localized erosion and sedimentation
and Incressed traffic, nolse, and dust, which would temporarily displace wildlife.
Implementing the recommended ESCP, hazardous spill prevention, bear safety and cagle
protection plans should mitigate these impacts to minor levels,

Permanent lmpacts would include the loss of sbout 16 acres of ve gelation, and 1.3
acres of wetlands. These impscts are expected to be minor because sensitive habitats
would be avoided and there is an sbundance of similar habitat in the arca. The additional
flow diversion into Lagoon Creek could cause long-term tempersture changes and/or
erosion that could sffect salmon and salmon habitat downstream of the powerhouse.
With our recommended operational and biotic monitoring plans, however, these effects
should be minimal. During emergency outages of the inteke or penstock, some salmon
could be stranded and redds dewatered downstream of the powerhouse. We recommend
scheduling maintenance for the intake and penstock during times that would minimize
any adverse effects on salmon and salmon habitat below the powethouse. We also
recommend continuing Nlows during atl powerhouse outages, scheduled or unscheduled,
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throuy. C's proposed turbine bypass system. Revegetstion would not ocour for
about 4,400 fect along the penstock trail because of public ATV access. These cffects
would be minimized by our recommended recreation plan.

On the basis of this independent environmental analysls, Issuing an original license
for the project with our recommended environmental measures would not be & major

federal action significantly aflecting the quality of the human environment. Therefore; an
environmental impact statement is not required,
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Appendix A

RESPONSE TO COMMENT LETTERS ON THE
DRAFT ENVIRONMENTAL ASSESSMENT

3
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UNITED STATES DEPARTMENT OF COMMERCE
Nationsl Oceanlo and Atmasphede Administaton

HNational Marine Fshwriey Bervice
it | £.0. 8ox 21088
CenEer t;h: g[uh&n Anxwsu, Awche 99021808
COMAR -2 CETITE Y Pabruary 19, 2000
14 &, (124
Ly G LT
David F. Boargers, Becrotary Commantwy
Federal Energy Regulstory Commismion PFroject Wo. 131490-001%,
888 Tiyer Htxeat, M. N, Alaska 0138 Harbor R
Washington, D.C. 20424 {d:opo\iér Project
I seka Village Nisctric

Desr My, Roesrgers:

This latter responds toc the Dreft Environmental Assssement (DEA)
dated Januery 1#, 2000, and a letter dated January 20, 3000, from

the Pederal Energy Ragulatory Cosmission {FERC! to the Kational
Marine Fisherfies Servica.

RROPOSEN ACTION

The 01d Hexrbor project, as described in the DER, would conalet
ots

a. an 8§-foot-long by 7-foot-high uncontrolled diversion
acxuctura, constructed with galvanissd etesl framem with Enki

wood stop logm, at an slevation of 840 feet above wmean sea level
{Fusy)

b. an intske structure with a trash rack;

. & J0-foot-long by $-foot-high stesl, wood and concrete
desnndaxr box, with screens to catch suspended debris and a bypass

gate for flushing the scresns and accumulations of sand and
gravaly

4, = ’..oo-toot-long'pcn-tock made uvp of 3,200 feat of 20~ to

10-inch-diameter high density polysthylene pips and ¢,400 fest of
1é-inch-diemster steel pipe)

e. & bypass systom, jolnln? the panstock just upstresm of the
turbine, with & eeparate teilrace, parallel to the turbine
tailrace, to direct water in the penstock, not needed for power
genaration to » submerged contsiner to dl.llplt. dissolved gases
and moderate daily flow fluctustionas

1t
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spawiing and rearing succens. NAFS does not oppose grenzing a
ticenpe zo Almska Village Kluctrlc Cooperatlve, Zuc. for thia
projuct, provided that the Comnicsion inonrporstes the following
Bectlon 10({3)) rxrscomnendstionm into the llcensw.

AECTION. 1013)_RECOMMENIATIONS

KMFO originally made 10{4} recommendatione in = Latror dated
Aagust 18, 1399, FERC responded to thoss yecommendstions fn a
lestex dated January 20, 2000, sind Lhe Orafl Bovivonerental
Assanswant dated Januaxy 1%, 2030. The following 10(4}
rocompendations have baan altered from our origiral
recoosendacions to respond o thoss doousente.

Ercaion Contyol and Revepetation Plan

: 1 Evasion ceueed by consctyuczion and pxojsot dpexstlon
can introduce sediment in ths atxwae which can delrimantally
impaaz Inocubating egqe snd resring tish,

1 A comprshensive arusion control and reavegaetation plan
shoud be daveloped and submitted for yeview snd commanta et

Lunat 80 days before projest inplementation.. The plan should
!nolude, bt not be Iimiked za, Lthe Lollowing:

-g1lt fences should bs used to linic project fdotprint and
alinicata sadiment runoff to ths stream.

~Procedures should fnclude ways to limic mrosion to hare
ground such ap covaring with satting or sulch.

-Aevegetstion should be done oa a1l lapiacted ground. Only
nstive plant spscies should be vesd,

~Reawvsgetation should be monftorad. vagetation should reach
50% of natural vegetazion densities swithin one ywar.

-7he plan should inolude monitoring, fixing eny drainage ox
erosion problems snd xeplanting if deanwities svre not set,

-n-watar work and stysan cromsinga during conatxuction suat
occuy hatwaen Hay 18 and culy 25, This will avoid adding
pedinment to the strsas when sgogn or juvenile fish are in the
yraval or whan adult sslmon are spawning.

<Any stresm bonk damsge should be repsirxdd using

bioyehebilicazion technigues that nimic mabtiva vegazation
denaitias and apecisse.

~Hire an scvironmantal conpliance monitor with tRe muthoricy

A-2

NMES 1: In Sections V.C.1, V.C.3, and VI, we discuss and recommend

" adoption of your recommended messures for eroston control and

revegetation, except that we recommend native plant specles be used to
the greatest extent praetical.




Ly c¢cage cornstruction and changn urdure Ia the flald as
druned necasmsary. Ryencles should jolntly wrize thke
voaltlon dcecripticn, including qualificatliona, datics ard
rasponsibzl.cinn.

Cunl and Hazardous fipill Plan

Bational: lereardous waterlal spilio can resul: in ahert and orny
term detzlpental irpacts tn thke ecevival of anndzoﬂoug 2ok,

tondition: A comprahensive €uml mml huzardous splll plan ohould
be davmalnpnd to prevenz any impacte associmted with tha hundicy
02 hazardous naterials and opsratlon of ‘machinery during przoject
conubtzuction arnd operazion. Ths plan shnuld ba duveloped and
submitted Zor raview mud comments at leaot 60 days befora prnjunat
impiementation.

¥onltoring Rlan .

1a order to mubstantiate claime that tha ;ro’.ct will incxeane
flnrherinm productlon in Lagcon Crech we recomeand thaz tha
applicant develop m conmpruliensive monitoring plan. The plen
shou’d include, but rot ba limited to the following:

fitrasr, Oaging

Rationals Accurate flowv nassuramants are needed to assess efiscts
upon watar zemperature, spawning ares avaiimble, Lncubation of
nggn, mnd arosion. AlL of thesa factoxs can nffsact ntresa health
and flsher.es production.

conditiagn: A errxcem gage shculd be opermted for a miniwum of
£ivs yeurs jumt below tha powerhouae. Diacharge nemsurernsnts
muct conply with standards estahil:wrhad by Lhe U.2. Teological
Auzvay [USGS) end nus:z record stage/tlows st a fraquercy of no
leas than 1S-minuta intervale.

Tewmparatuzn Monltoring

Falionals Strcon temperatures recorded mt rhe diversion s=zeo have
been up to 10°F cooler thaz the wazera In Lagocn Creesk., The
addition of coo.er water to Lagoon Crask will lowar water
tempsratives. Coolar water tamperatures will increase incubmtinn
time for eggs and delay fry ewmsrgence. ~his “tlwlng” chacge oay
affoct migration wnd food evaflability for juvenile fish.
Tewperoture woritoring will help to sewssn if Lhe addizion of
Mountuin Creek wster appruuliably changes water temperacurse in
alfferent sections of Lagoon Crask and {f mdditional mitigation
cr danign famturen nand Lo ba implemented to mainzazn €leherien
productlon.

A-3

NMEFS 1: continued.

NMEFS 2; In Sectlon V.C.2 of the FEA we recommend the adoption of
a fuel and hazardous splil prevention pian.

NMES 3; In Sections V.C.2 and VIl of the FEA, we discuss and
recommend the adoptlon of pians to monitor streamflow, water
(emperatures, fisherles, Including the use of Index streams, and
habitat and channel changes. We silso recommend annual review
meetings. Our recommendations incorporate the modifications as
discussed at the Section 10(J) meeting held April 26, 2000.



Candibign: Contivvonaly recording Semperatira ymges. ahould be
oyerated tor ona year prlor tn diveriing water rpd up to tivo
yanra ducing projocl operatisn. Gagar stould hn plucud,

A. AL Lhe dlversion eite cn Hourtaln Traek,

2. Just above ths powerhoums on Lagoon (reek

. Below Lhe powcxhouse at the hegincicg of adegquele

apswning habicat,

3. Jusbt above the confluence ot Lagoon Zrask mml thae Lok

tributary on Lagoon Craenk,

a. Oa the Laoke trabutary jusr above vha conflussce wilh

Lagoon Cresk,

f. Below the connuanea of Lagaon fraak =nd the Laka

tributary. .
1 avarsgs toempevaturas in Lagoon Cresk wra lowsred nore than 3
degrens F. and Eish production hos gene down, wmitigeation way be
oppropriate, Posnible nicvigerion mey lzncluda a pord consixucted
a:x the te:lyxace to ralse water torporstyre hafore wnlerlng Lagoon
Creck.

Elah Sucvovs

fational: Juvenila and adult fish surveys are needed to ancer:aln
~mpnote (pooitive or negetlve) of projecl opezation on fichexles
production and hapicat use. Fleh numbere may docowmal lncscased
spuwring sand reacing habicat utilized dus to incresssd weter flow
in Lagnon Craek.

Sprwring Surveve

spawaning surveys should be conducted for 2ive yeara. once in July
snd twloe pey ponth during August, Sepienbar, and Ocvlober. Miah:
counts shall fyllow ADFEQ. protocols for standaxdisstion snd
irdexing of pesk foot murvey counts. Tha suxvey should be split
izto thzee arcasy o1 Lagocn Cresk mbove ths emmfluance with the
Lake tribotary, 2) Lha Lake zributaxy, 3) Lagoon Crmex bslow
the con®luence with the taka sributezy. 1lva and dead 24sh
akoald be counted and ppeclen hka:itle:!

Juvenils gurveva

Juvanile fieh sampiing whoulo be conducted pax ADFG zining
recormmondatlons using non-lethal methods, Regults should be
sunwacized in three pagments as {n the spewring wurvoye.
Juveniie senpling would be dove to quantity changss in juvaniie
fish nunbers and habitat use, so standard sempling nathudo’ogy,
zimen, and locabt:ous should bLa used,

Index Btxaumw

-

NMFS 3: continued.




the channe. conditlona, inc.uding suimuon hakitat. It mkalews thet
nonstaring exoplon and chunael changes is neceanary,

Tha DEA ulpo atates thek due to high flows in 1998, Lhe
reagurerents taken duxing 1995 do not rupzesiont prepens
conditlane and no iongar be valid., NMFO agrees with thege
gtatersnts, In order i1c achieve abjnativen ard nee: concesns
NMFS recumrendo s

In order to get premswnt condizzong, tha murvey should be
performad bafore watsr (s divexted inte Lagoon GCresk. The
suxvey should be rapcated durlng yeave thrur and Zive of
proiact opoxation whan flows sxe 13 cfn0 over flnwe occurying
during pxe-prolact crobs zection mammuring.

A minimum of 12 cross merntions be aurveysd trom the powes
heuse to tha cunfluence o2 Lagoon Creak nnd Lake Crask; and
& wisimure of 12 crosa sections be surveyad frum the
conflusnce down to salt watar. Tiais would be » total
minimum nushar of 34 croos sectjonm susveyed, Szresm
vonplexity and veriabfility warrant this minimal numhsxr ot
crons xeagtiono to properly dacument wstted arga, galhor
represwentetive samples and domment chanmel morphology
changes. Photos should be taken st mach vioss sectiom
upwlream, dounstresm and acroas arrsam from bath
straanbanks, Stream tlow should ba vecoxded st tha
powerhovas gauge. An inczasse In ths sunbexr ct croawm
pections will not eppreciably increase thy cos: of the
sucvey and will give much greater rolfubilicy In the
annlysis. Ferform the survay when Zlows are )3 afs ovex
flouws occourring during pre-proleat uxoss section nemsuring.,
Calculate the incrasse In wetted arse. Identify abnormail
wronion or changaes In ckannel morphology.

1If crote meciionn wmkow an increanss {n the wldth to depth
ratio of more than 10% ovear pro-prolect .evels, proloct
design, opazullon, or mitigstion nhould be altexed, Obwiouws
prxodlem areas may occur thar ave not caphured In sirvey
sumamcies. These areas should ba documerntsd in tha photo
logu. If mtrammbuna witigazion :a deanud appropriate,
‘hioungineering methodology whould be used. Thin will .
provide optlmal. £is2 habira: and lang Lers stream Lealtk.

xeaxly Raviesw
gat-onal: Reviaw of monizoring xesulte will anable :he applicact

snd agunclies to work together tu sdiuvet thes monicoring and
interprez rasults.

A-5

NMFS8 3: Continued.



T 3 Yurlv monttoring ravine mesting eheuld bﬁ dons
with the agencles. The nonitoring reaults should bs' vert vul ez
ieent 30 days prioxr vo the wee:ing.

| Sacrow Account

Znsabliinh mn intercst bearing escrow scrount or othar vehiocle o
nizigate untsrmeen impmrtn re fiah, wildiife, or water guality
impscts cmuwad by construction, opsration of Lhe project during
the licenoe texm, or decuxalasioning of the projact. ‘Tha funds
tn the srcount would be made avallzble o & council mads up of
repressntatives from AOFEU, UBrwS, WHFS and the licenmes. <The
mecaunt would be used by the councll to implement 2izh snd
wildiife nitigatzion. The principal and scovmulatad leteraat
wauld remsin in escrow for the term of the license, unlenn
joinzly determined by the council that the account may be clowesd
and remmining funds ba recuxned to the licenses.

Thn sccount would bs readily svallesble to mitigata unfoxseern
impacte. Thiw would help to alleviate concsrna about impaces to

- state and Pederal conasrvaklon essemonta, and help to insure
| propsxr protection o2 tish snd wildiife Lhroughout the project

i1ite, avan if owncrshlp chinges.

¢ pxodect Ooexarion
- Rational: Pzojmct cperation will directiy atffect stcoew flow in

Lagoon Crssk, Btresm flow ia especially crizicel durlng spow:ing
ard incubation tames. fReductlon of flew duxing theve tioes can
seriously impact spavning and incubstion muacess.

Ko more thun 13.2 cifs will he diverted frxom MHountsin Cruek Into
Lagoon Creek,

-The licenas should requirs that che project wiil dfvart a
constant amount of water through = ans sysater regardiees of

varylng pewer dasand. Sypsos flows s 14 bs sgual o power -
flown.

-dater zeductions during low flows can xill egges and strand
invanile fish. In ordsr to wvoid thie, scheduied raintensnce
that reduces water flow sahould ocsur beswaen May 1% and June 1%
whan tlows are sbove 20.cfe, Shytdowna ehould be rumped over
thres hours to aveid stranding Lisk,

-Any amerpancy maintensnce or breakdown that redures watexr flow
fato Logoon Creek will bo reported to the agencies. Include the
date, duratlion of reductlon, cfs reduction, the reamon foxr the
ecourrence, how to prevent ths occurrarce from happening wngsin
and sny othar pertirent information.

o

NMFS 3: Continued,

modifled during the April 26, 2000, meeting.

NMFS 4; We discuss an escrow account In Sectlon V.,
but recommend against requiring AVEC to establish one.

C.2 of the FEA,

NMES 5: In Section V.C.1. of the FEA, we discuss and recommend
project operation measures consistent with your recommendations as



~The tailrsce should ha dosigned to preven: salmun from enterinw
or altempting ro enter the tamilrace.

Arendment of Licanmw Artinies

hny interested party may patition thea Commission o add new
conditions or to amend thems terms and conditions as nacuasary ta
protect, nitigata and snhance fish, wildlife, and thair habltac
pursuant to Pedexal Powar Act sectlion 10(j}.

National Marine Fighariez Sexvice xequesta that any license
lagued in this proceading incorporate tha tearms and conditions
asbove, incliuding a raeservation of thelr authority to add new
conditions or to amand rthama taxrme and conditlions se neacagsaxy

foxr tha prozaction of the snsdromous fish remources of Old
Haxboe.

If the above 10(3) recommendstions cannot be met, KHFS reguasts a
10{§) maating with the agenoiaes to resclive dilfsarences. Thank
you for zhe opportunizy to comment. Plemss contact Daniml Vos of
my staff at 907-271-5006 if you have any questions.

8incerely.

A A gt ). e
eaven Pefmoyer
f 0)/‘ Adminigrdécor, aska Region

acs  ADFG3, ADRBRC, ADGC, BPA, U3MM3, COE - RAnchorage

Alaska Viliage Elartyio Cooperative
Charles Y. .¥Walls Gensrsl Mauager

Alaagka villnge Electriec Coopexative, Ine,
483) Hagle Stroet

Anchorage, AK 99503-7497

panisl Hertrich .
Polaxconsult Alsaka, Inc.
1503 Yoot 33rd Avenua
Suite 310

Anchorage, AK 99503-3661

A-7

NMFS 8: continued.

NMFS 6; Thisls a legal lssne which would be determin
If & license Is lssued to AVEC, . :

NMES 7; Commlssion staff conducted a meeting on April
26,2000, in which NMFS participated,
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A-8

ADF&QG 1: In Section VI of the FEA, we recommend channel and
habitat monltoring using the protocol developed by the USFS for
natlonal forests in Alaska, as discussed st the April 26, 2000, meeting
with Commission staff and the resources agencles.

ADFE&G 2: AVEC's proposed bypassed system snd jet deflecior were
dlscussed at the Section 10(]) meeting held April 26, 2000, and we
recommend measures {o ensure ﬂow continuaiion in Section VI of the
FEA.
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A-9

ADF&G 2: continued

ADF&G 3; In Section V.C.2. of the FEA we recommend that
tnstream construction activities evcur between May 15 and
July 15 [n the Esst Fork aud between early June and July 15
In Lagoon Creek,
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ADF&G S: In Section V.C.2 of the FEA, we discuss escrow
accounts and recommend that no gccount be required for the
0ld Harbor Project.

ADF&G 6; Commission stafl conducted 2 Section 10())
meeting at the ADF&G offices In Ancharage, Alaska on April
26, 2000,
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UNITED STATES OF AMERICA
VEDERAL ENERGY REGULATORY COMMISSION

Alaska Village Electric Cooperative Project No. 11690-001
ORDER ISSUING ORIGINAL LICENSE
{Minor Project)
December 12, 2000

INTRODUCTION

On May 14, 1999, the Alaska Village Electric Cooperative (AVEC) filed, pursuant
to Part | of the Federal Power Act (FPA), ' an application for a minor license to construct,
operate and maintain the 500-kilowatt (kW) Old Harbor Hydroelectric Project No. 11690
(Old Harbor Project). The project intake will divert streamflows from the East Fork of
Mountain Creek to a powerhouse that discharges to Lagoon Creek, near the city of Old
Harbor, on Kodiagk 1sland, Alaska. The project facilities will occupy about 18 acres of
the Kodiak National Wildlife Refuge (refuge), including lands owned in fee by the U.S.
Department of the Interior (Interior). !

BACKGROUND

The Commission issued notice of the application on June 15, 1999, and extended
the notice on August 19, 1999, Motions to intervene were filed by the National Marine
Fisheries Service (NMFS) on August 16, 1999; Inferior on August 17, 1999, and Alaska
Department of Fish and Game (ADF&G} on August 19, 1999. Interior moved to
intervene in opposition, but withdrew its motion to intervene on March 10, 2000.

The Commission staff (staff) issued a draf environmental assessment (draft EA)
for the project on January 19, 2000. Comments on the draft EA were filed by ADF&G,
AVEC, NMFS, and polarconsuit alaska, inc., AVEC's consultant.

Their concerns were considered in preparing the final eavironmental assessment
(final EA) for this project, which was issued on June 26, 2000, and is attached to and
made part of this license order, -

P16 US.C. §§ 791a-825r

? Section 4(e) of the FPA, 16 U.S.C. §§ 797(e), requires the project to be licensed.
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I have fully considered all comments received from interested agencies and
individuals in dctermining whether, and under what conditions, to issue this license,

PROJECT DESCRIPTION

The proposed project will consist of an 86-foot-long, 7-foot-high uncontrolfed
diversion dam; a 30-foot-long, 8-foot-high de-sander box, a 9,860-foot-long conveyance,
a powerhouse, with one 500-kW horizantal impulse turbine/generator; a 5,500-foot-long
buried transmission line; a 5,500-foot-long access road; and related appurtenances. A
detailed project description is contained in ordering paragraph B(2). The project will be
operated as run-of-river.

APPLICANT’S PLANS AND CAPABILITIES

In accordance with Sections 10 and 15 of the FPA, ? staff evaluated AVECs
proposal for these areas: (A) conservation efforts; (B) dam safety; and (C) need for
power. ! accept stall's conclusion in each of these areas.

A. Conservation Efforts

In accordance with Sections 10(a}{(2)(C) of the FPA, staff cvaluated AVEC's
record as a licensee with respect to energy conservation efforts. AVEC has a record of
encouraging its customers 1o conserve energy by distributing pamphlets and brochures
informing consumers on appliance power consumption and bill-stufTing of conservation
information. Hs tariff specifically discourages the use of electric heat and, in order to
reduce the peak demand for generating capacily, it imposes a systemwide demand charge
of $45 per kW on monthly peak capacity demand for large commercial customers,

Staff found that AVEC is making a good faith effort to conserve clectricity in
compliance with the recommendations of the Alaska Public Ulilities Commission,

B. Dam Safely

Qur Regional Office classified the project as having a "low" hazard potential
based on the following: (1) the diversion dam would be only 7 feet high and would have
no storage; (2) the project would occupy undeveloped, forested land; (3) there are no

Y16 U.S.C. §§ 803,

a5ua91
g juawyoeny
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developed recreational facilities located near the project; and (4) failure of the penstock
or diversion structure would not appear to pose a risk to life or property.

Because of the "low” hazard classification, the project would not be subject 1o
Part 12, Subpart 1, of the Commission's regulations,

C. Need for Power

Because the city of Old Harbor is isolated from major power producing centers, it
currently relics on a small set of diesel generators and barged-in diesel fuel to supply its
power needs. This reliance on diesel fuel causes high fuel costs, limits fuel supplies, and
increases the risk of cnvironmental harm from fuel spills. For these reasons, there is a
need to provide a more econoniical, reliable, and cleaner source of power than the
current system, Without this project, Old Harbor would continuc to use diescl
generation.  With the project, the community’s use of non-renewable fossil fuels, would
lessen air emissions from burning dicsel, and give the community the opportunity to
lower the cost of clectricity over time.

Staff found that there is a need for the power that will be gencrated by the Old
Harbor Project.

WATER QUALITY CERTIFICATION

Under Section 401(a)(1) of the Clean Water Act, ! the Commission may not issuc
a license for a hiydroelectric project unless the state certifying agency has either issued
water quality certification for the project or has waived eertification by failingto acton a
request for certification within a rcasonable peciod of time, not to exceed one year, * The
Alaska Department of Environmental Conservation {ADEC) received AVEC’s
application for water quality certification on May 20, 1999, Because the ADEC did not
act on the request within | year from the date of receipt, the water quality certification is
decined to be waived under section 4.38(f)(7)(ii) of the Cornmission's regulations.

COASTAL ZONE MANAGEMENT PROGRAM

133 US.C.§ 1341a))).

# Section 401(a)(1) requires an applicant for a federal license or permit to conduct
any activity which may result in any discharge into navigable waters to obtain from the
state in which the discharge originates certification that any such discharge will comply
with applicable water quality standards.
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Under Section 307 (¢)(3)(A) of the Coastal Zone Management Act (CZMA), ® the
Comimnission cannot issue a license for a project within or afTecting a state's coastal zone
unless the state CZMA agency concurs with the license applicant's certification of
consistency with the state’s CZMA program (which certification is included in the license
application and, at the same time, is filed with the state), or the agency's concurrence is
conclusively presumed by its failure to act within 180 days of its receipt of the applicant's
certification.

By letter dated October 20, 2000, the Alaska Division of Governmental
Coordination {ADGC) concurred that the Old Harbor Project, as proposed by AVEC, is
consistent with Alaska's CZMA program, with 12 conditions which are requirements of
the state. We are including in this license conditions that are consistent with ADGC's
requirements to use best management practices during construction of the diversion weir
(Article 401); comply with treatnient specifications for wood used in weir and hridge
consiruction (Article 401); isolate sites for bridge abutments and tailrace from flowing
walers during construction {Article 401); stabilize and retum to pre-project conditions
any inadvertent bank cuts, slopes, fill, or other cxposed earthwork {Anticle 401); monitor
stream channel and fish habitat using specific methods (Article 402); prepare plans to
monitor channel morphology and erosion {Article 402); monitor water temperatuce
(Article 403); gage streamflows (Anticle 404); and restrict stream ceossings by date
(Article 405).

Staff did not recommend ADGC's condition that AVEC install a picket panel fish
screen with 1-inch wide slot openings at the head of the tailrace and a I-inch slotted
pickel weir ot the mouth of the tailrace, because no preliminary design has been filed,
Although stafY did not recommend a screen that meets the specific CZMA criteria,
Article 406 requires AVEC to design and implement a pickel-panel fish screening system
to prevent fish from entering the taifrace and reduce attraction lo taileace outflows.

Staff did not make specific rccommendations to isolate all ground-disturbing
activities within 25 fect of surface waters, lcave riverbanks unaltered during stream
crossings, or restrict stream crossings by type of slope, as required by ADGC, however,
AVEC will be required to meet the Comniission’s requirements as specified by its
Construction Quality Controt Inspection Program (QC1P). 7 Further, Article 40 requires

f16 US.C. § 1456(3)(A).

? The QCIP s found in Chapter 7 of the Commission's Engineering Guidelines
for the Evaluation of Hydropower Project, available on the Commission's website. The
Commission's website address is hitp:/Avww fere fed.us/hydrohydeo? hitm (please call
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AVEC 10 consult with resource agencies to develop a final erosion and sediment control
plan that would specify locations for final sediment control measures.

Although this license does not include centain specific CZMA criteria for the fish
screen and ground-disturbing activities in the vicinity of surface waters, nothing in this
license precludes AVEC from abiding by those CZMA conditions.

SECTION 4{e) FINDINGS AND CONDITIONS

Section 4(e) of the FPA * provides that the Commission can issue a license for a
project located within any reservation only afler it finds that the license will not interfere
or be inconsistent with the purpose for which such reservation was created or acquired.
Section 3(2) of the FPA ? defines reservations as including lands and intercsts in lands
owned by the United States, and withdrawn, reserved, or withheld from private
appropriation and disposal under the public land laws.

The refuge was created by Executive Order No. 8857, on August 14, 1941, which
established its purpose as the protection of habitat for the brown bear and other wildlife.
Staff found that the licensing of the Old Harbor Project will not interfere or be
inconsistent with the purposes for which the refuge was created or acquired. I concur
with staff's finding.

SECTION 18 FISHWAY PRESCRIPTION

Section 18 of the FPA '° provides that the Commission shall require the
construction, maintenance and operation by a licensee of such fishways as may be
prescribed by the Secretary of the Interior or the Secretary of Commerce, as appropriate.

By leiter filed Scptember 13, 1999, Interior requested that its authority to prescribe
the construction, operation, and maintenance of fishways at the Old Harbor Project be
reserved. Article 407 of this license reserves the Commission's authority to require
fishways (hat may be prescribed by Interior for the project in the future.

202-208-2222 for assistance).
'16 US.C. § 197(e).
* 16 U.S.C. § 796(2).
16 US.C. § 811

Project No. 11690-001 6

RECOMMENDATIONS OF FISH AND WILDLIFE AGENCIES

Section 10()(1) of the FPA " requires the Commission (o include license
conditions, based on recominendations of federal and state fish and wildlife agencies
submitted pursuant to the Fish and Wildlife Courdination Act, * for the protection of,
mitigation of adverse impacts 10, and enhancement of fish and wildlife. The U.S. Fish
and Wildlife Service (FWS), NMFS, and ADF&G filed recommendations for lcense
conditions that were considered in the Section 10(j) process in this proceeding. ¥

This license includes conditions based on the agencies’ recommendations to
prepare and implement an erosion and sediment control plan (Article 401); revegetate
with native plant species (Article 401); prepare and implement a channel geomorphology
and habitat monitoring plan (Article 402); preparc and implement & plan to monitor water
temperature (Article 403); prepare and implement a plan to monitor streamflows (Article
404); restrict the dates for instream construction (Article 405); prepare and implement an
adult fisherics monitoring plan (Article 408); prepare and implenient a juvenile fisherics
wonitoring plan (Article 409); operate the project as run-of-river, with a maximum
diversion of 13.2 cubic feet per second (cfs) and a constant discharge regardless of power
demand (Articte 4 10); report flow reductions (Article 410); provide flow continuation
(Anticle 411); require ramping rates (Article 412); comply with restrictions on scheduled
maintenance (Article 412); employ an environmental compliance monitor during
construction (Article 413); prepare and implement a hazardous substance spill prevention
and minimization plan (Articte 414); and prepare and implement a bear safety plan
(Article 415).

OTHER AGENCY RECOMMENDATIONS
NMFS, FWS, and ADF&G filed a number of recommendations that were not

subject to Section 10(j)(1) of the FPA, and therefore, have been considered under
Section 10(a}(1) of the FPA.

Y16 U.S.C. § 803()(1).
16 U.8.C. §661 ¢t sgq.
¥ NMFS Mation to Intervene filed August 10, 1999, and letter filed March 2,

2000; ADF&G lelters filed August 26, 1999, and March 3, 2000; and FWS letier filed
September 13, 1999,
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Included in this license are conditions consistent with NMFS’s, FWS's, and
ADF&G's recommendations to hold annual meetings to review monitoring and stream-
gaging results (Article 416) and 30-day consultation comment periods (Articles 401
through 406, Articles 413 through 415, and Articles 419 through 421). Also included
are conditions recommended by NMFS: (1) to consider additional environmental
measures if post-license monitoring shows that water is significantly colder at the intake
than at the powerhouse and there has been a significant decline in fish production
(Article 403); and (2) that interested parties may petition the Commission to add new
conditions or to amend this license, as necessary pursuant to Section 10(}) of the
FIPA(Article 417). ™ Further, conditions are included consistent with FWS's and
ADF&G’s recommendations to: (1) send streamf{low records to the agencies (Article
404, (2) follow guidelines for treated wood timbers or planks {Anticle 401); and allow
agency representatives access to project works and lands (Article 418).

FWS and ADF&G recommended that if a new or modified course of action is
proposed as a result of an annual review meeting (required by Article 416) or project
operations result in unforescen effects, additional reviews and meetings may be required.
This license does not require this measure because any proposed courses of action not
specified in this license, along with supporting evidence, must be filed with the
Commission, for approval, befare implementation,

FWS and ADF&G recommended that the annual review meetings include reviews
of reports and compliance with all license stipulations. This license does not require this
measurc because the purpose of the annual meetings is to review license conditions
incorporating mcasures to protect, mitigate, and enhance fish and wildlife resources.
Therefore, other licensc requirements need not be reviewed.

FWS and ADF&G recommended that, if fish production is significantly reduced
as a result of project operations, the license shall be reopened and the Commission will
order the licensee to construct the necessary facilities or modify operations to release
waler at temiperatures thal do not impact fish production in Lagoon Creek. This
recommendation was not adopted because the Contmission upon its own motion or upen
the reconumendation of the resource agencies will determine wheller the license would
be reopened or AVEC is directed to modify project facilities or opcralion;.

1 Articie 417 extends 1o NMFS the same consideration allowed other fish and
wildlife agencies in standard license Article 11,
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FWS and ADF&G recommended that project design and operations includc
remote monitoring and operation of all project components. This recommendation is
consistent with AVEC's proposal on page 25, Exhibit E, of the application for license,
and therefore, is part of the project as ordered by the Director.

FWS and ADF&G recommended that we require AVEC to establish an interest-
bearing escrow account to fund mitigation for unforeseen environmental impacts. This
license docs not require AVEC to establish such an account because of the simall size of
the project, the amount of funding already acquired by AVEC, the number and range of
resource protection measures established by the license, and AVEC’s experience in
operating and maintaining power plants. *

FWS and ADF&G recommended that, if the agencies delermine that the -
temperatures during project operations vary from the range of measured pre-project
temperatures and pose a potential negative effect on the spawning, incubation, and/or
rearing of anadromous fishes, AVEC develop and implement a mitigation plan, approved
by the fish and wildlife agencies. This license does not require this measure because the
Commission would detennine whether the results warranted additional measures afler
considering the recommendations of the resource agencies.

NMFS, FWS, and ADF&G recommended that AVEC be required to initiate
consultation on all post-license plans at least 6 months before operations or ground-
disturbing activitics begin, depending oo the plan. This license does not adopt this
recommendation because plans vary in scope and length of time necded for preparation,
consultation and filing.

OTHER ISSUES

A, Bald Eagles

AVEC proposes to minimize disturbances 1o nesting bald eagles in the project
area during consteuction. Article 419 is included in this license to require AVEC to
prepare and implement an eagle protection plan to miniinize disturbances during
construction.

' AVEC operates 47 power plants and has annual operating revenues of about
$20 million (letter from Charles Y. Walls, President and CEO, AVEC, Anchorage,
Alaska; QOctober 25, 1999).
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LR All Terrain Vehicles (ATV)

Constructing and maintaining the project will require an access trail from the
powerhouse Lo the intake. This teail, unless blocked, could allow ATV access to the
intake, resulting in the potential for disturbances to wildlife, destruction of sensitive
alpine vegetation, soil compaction, rutting and erosion of stream banks, and long-term
sears on the land. Article 420 requires AVEC to prepare and implement an ATV access
control plan for the intake access trail.

C. Recreation Resources

Constructing a maintenance road to the powerhouse will improve an existing trail
used by ATV's and could attract additional ATV use. Article 421 requires AVEC to

prepare and implement a recreation plan to allow ATV access to the improved trail, white
protecting the area from improper use.

D. Cultural Resources

No archeological or historic sites eligible for inclusion in the National Register of
Historic Places have been identified at the proposed project site. 1f, however,
archeological or historic sites are discovered during project construction, maintenance or
operation, Article 422 requires preparation of a cultural resources management plan in
consultation with the Alaska State Historic Preservation Officer.

E. ¢ and Occupancy of Project Lands and W

Requiring a licensee (o obtain prior Commission spprova! for every use or
occupancy of project fand would be unduly burdensome. Article 423 allows AVEC to
grant permission, without prior Commission approval, for the use and occupancy of
project Iands for such minor activities as landscape plantings. Such uses must be

consistent with the purpose of protecting and enhancing the scenic, recrealional, and
environmental values of the project.

F. Start and Completion of Construction

Section 13 of the FPA ' mandates that licensees begin construction within two
years of the date of the Hcense and complete construction within the time period

%16 US.C. § 806,
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established by the license. Article 301 requires AVEC to start project constniction
within two years of the issuance date of this license and to complete construction within
five years of the issuance date of the license,

G. view of Final nd Specificatio

AVEC filed preliminary plans and a supporting design report with the license
application. AVEC or its engincering consultants will develop detailed drawings and
specifications afler this license is issued. To ensure that AVEC's final plans are
consistent with the project design authorized by this license, Article 302 requires AVEC
to provide the Commission and its regional director with final contract drawings and
specifications--together with a supporting design report consistent with the Commission's
engineering guidelines--at least sixty days before the start of project construction.

H. eview of Contractor-Designed Cofferdam: De

xeavatio

Construction contractors seleeted by licensees may determine that certain
cofferdams or deep excavations not included in the licensee's final plans are needed at a
project site. To ensure that such temporary facilities or measures are consistent with
project plans and drawings, Article 303 requires AVEC to (1) review and approve
contractor-designed cofferdams and deep excavations, and (2) provide copies of the
approved cofferdam construction drawings and specifications to both the Commission
and its regional director,

L Clearing apd Disposing of Temporary Structures and Materjals.

Clearing lands for construction and maintenance may result in temporary facilities,
brush, refuse, or other material which requires disposal. Article 203 requires AVEC to
follow appropriate federal, state, and local statutes and regulations when clearing and
disposing of unnecessary materials,

. dministrativ ditic
The Comanission collects annual charges from licensecs for the sdministration of

the FPA and the use of federal lands, Acticle 201 provides for the coliection of such
funds.

Article 202 requires AVEC to file copies of all approved project drawings on
microfilm.
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Article 304 requires AVEC to file revised drawings of project features as-built.

Anrticle 305 requires AVEC to reimburse the owner of a storage reservoir or other
headwater improvement project that directly benefits the liceusee's project. The benefits
will be assessed in accordance with Subpart B of the Commission's regulations.

STATE AND FEDERAL COMPREHENSIVE PLANS

Section 10(a)(2)(A) of the FPA ¥ requires the Conunission to consider the extent
to which a project is consistent with federal or state comprehensive plans for improving,
developing, or conserving a waterway or walerways affected by the project. ¥ Under
Section 10(a)(2)(A), federal and state agencies {iled 22 comprehensive plans that address
various resources in Alaska. Of these, staff identified and reviewed four comprehensive
plans that are relevant to the project. ¥’ No conflicts were found.

COMPREHENSIVE DEVELOPMENT

In determining whether a proposed project will be best adapted to a
comprehensive plan for developing a waterway for beneficial public purposes, pursuant

" 16 U.S.C. § 803(a)(2)(A).
18 C.F.R. § 2.19 (1997), see Comprehensive Plans.

" The plans are (he Alaska Outdoor Recreation Plan: 1991-1985, Alaska
Department of Natural Resources, Division of Parks, 1981, Juneau, Alaska; North
American Waterfow] Management Plan, U.S. Fish and Wildlife Service and Canadian
Wildlife Service, 1986, Twin Cities, Minnesota; Kodiak National Wildlife Refuge
Comprehensive Conservation Plan, U.S. Fish and Wildlife Service, 1987, Anchorage,
Alaska; and Kodiak National Wildlife Refuge Fishery Management Plan, Region 7,
August 1990, Kodiak, Alaska, _

* The refuge’s Comprehensive Conservation Plan (CCP) specifically prohibils
hydropower development on lands designated for “minimal management,” as the project
site within the refuge is currently designated. The final EA, prepared jointly by FWS and
Cotmnmission stafTs, states that FWS will amend the CCP and reclassify the lands within
the proposed project site as "moderate management for the purpose of hydroelectric
development.” The inclusion of our reconimended environmental measures, and the
FWS§’s nmended CCP plan, will remove nny project-related conflict with the CCP plan,
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1o Section 10(a)(1) of the FPA,* the Commission considers a number of public interest
factors, including the economic benefits of project power,

Under the Commission's approach to evalualing the economics of hydropower
projects, as articulated in Mead Corporation, Publishing Paper Division, ™ the
Commission uses an analysis that compares the current cost of the project’s power and
the likely alternative power without forecasting future potential inflation, escalation, or
deflation beyond the license issuance date. The basic purpose of the Commission's
cconomic analysis is to provide a general estimate of the potential power benefits and the
costs of a project, and reasonable alternatives to project power, The estimate helps to
support an informed decision concerning what is in the public interest with respect to a
proposed license.

Based on current economic conditions, and assuniing the project is financed al an
interest rate of 5 percent, the project as proposed by AVEC would generate 664,000 kWh
and cost about $183,000 (276 mills/k Wh) annually. The current annual value of the
project’s power would be about $174,800 (263 milis’kWh). The project as proposed by
AVEC would cost $8,200 (13.0 mifls/k Wh) more than the alternative. [ base this value
on the cost of alternative power, which for Old Harbor is diesel generation. However, if
the project were not built, the city of Old Harbor will need to replace its diesel
generators, so the altemative power velue for the project includes the cost of such
replacement.

I find the project, as licensed, will generate 664,000 kWh at an annual cost of
about $192,330 (290.0 mills/kWh). The value of the project’s power would be about
$174,800 (263 mills/kWh), annually. As licensed, the project would cost $17,530 (27.0
mills/lkWh) more than the altermative. However, as explained in Mead, project
economics is only one of the many public interest factors that are considered in
determining whether or not 1o issue a license. Developing the project may be desirable
for other reasons; for example, 1o diversify the mix of encrgy sources in the area, to
promote construction-related jobs in the area, and to provide a fixed-cost source of
power and reduee contract needs. AVEC would need to decide whether or not to
proceed with project development.

In analyzing public interest factors, the Commission takes into account that
hydroelectric projects offer unique operational benefits 1o the electric utility system

M 16 U.S.C. § 803(a)(1).

172 FERC § 61,027 (1995).
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(ancillary benefits). These benefits include their value as almost instantaneous

load-following response to dampen voltage and frequency instability on the transmission

systen, system-power-factor-correction through condensing operations, and a source of

power available to help in quickly putting fossil-fuel based generating stations back on
line following a major utility system or regiona! blackout,

Ancillary benefits are now mostly priced at rates that recover only the cost of
praviding the electric service at issue, which don't resembile the prices that would oceur
in competitive markets. As competitive markets for ancillary benefits begin to develop,

the ability of hydro projecis to provide ancillary services 1o the system will increase the
benelits of the projects.

Electricity gencrated from renewable water power resources is beneficial because
it offsets the use of fossil-fueled generating plants, thereby conserving nonrenewable
resources and reducing atmospheric pollution and greenhouse effects. By producing
hydroelectricity, the Old Harbor Project will displace the need for diesel fuel generation,
thereby avoiding some power plant emissions and creating an environmenta! benefit.
Consequently, the operation of the project will likely reduce annual carbon emissions in
the region. The amount of greenhouse gases emissions that are avoided depends on the
type of power displaced, which is region-specific.

Sections 4(e) and 10(a)(1) of the FPA, 16 U.S.C. 797(e) and 803(a)(1), require the
Commission, in acting on applications for license, to give equal consideration to the
power and developmient purposes and to the purposes of energy conservation, the
protection, mitigation of damage to, and enhancement of fish and wildlife, the protection
of recreational opportunities, and the preservation of other aspects of environmental
quality. Any license issued shall be such as in the Commission's judgment will be best
adapted to a comprehensive plan for improving or developing a watenway or waterways
for all beneficial public uses. The decision 1o license this project, and the terms and
conditions included herein, reflect such consideration. Based on the record in this
proceeding, we conclude that the Old Harbor Project, with the conditions attached to this
license, does not conflict with any planned or authorized development and is best
adapted to comprehensive development of the waterway for beneficial public uses.

LICENSE TERM
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Section 6 of the FPA ™ states that licenses under Part 1 of the FPA shall be issued
for a period not to exceed 50 years. The Commission's policy establishes 30-year terms
for those projects that propose little or no redevelopment, new construction, new
capacity, or enhancement; 40-year terms for those projects that proposc a moderate
amount of redevelopment, new coustruction, new capacity or enhancement; and 50-year
terms for those projects that propose extensive redevelopment, new construction, new
capucity or enhancement. Because the Old Harbor Project involves an original license
with substantial new consiruction, the license is issued for a period of 50 years.

SUMMARY OF FINDINGS

The EA contains background information, analysis of effects, suppont for related
ticense articles, and the basis for a finding of no significant impact on the environment.
The design of this project is consistent with the engineering standards governing dan
safety. The project would be safe if operated and maintained in accordance with the
requirements of this license,

Based upon a review of the agency and public comments filed on the project, and
the stafPs independent analysis pursuant to Sections 4(e), 10{a)(}), and 10(a)(2) of the
FPA, I conclude that issuing a license for the Old Harbor Project, with the required
environmental measures and other special license conditions, will be best adapled to the
comprehensive development of Mountain and Lagoon Creeks for beneficial public uses.

The Director orders:

(A) This license is issued to the Alaska Village Electric Cooperative (licensce),
for a period of 50 years, effective the first day of the month in which this order is issugd,
to construet, operate, and maintain the Old Harbor Project. This license is subject to the
terms and conditions of the FPA, which is incorporated by reference as part of this

license, and subject to the regulations the Commission issues under the provisions of the
FPA.

{B) The project consists of:

(1) Al lands, to the cxtent of the licensee's interests in those lands, enclosed by the
project boundary shown by Exhibit G, filed May 14, 1999 (pages G-1 and G-2 of the
license application):

16 U.S.C. § 799.

ek Tl

[
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Lxhibit G Drawing FERC No, Description
Shect G-1 11690-1 Project Map
Sheet G-2 - 116906-2 Legal Description of Lands Occupied by
the Project and the Required Access
Routes

(2) Project works consisting of: (a) an 86-foot-long by 7-foot-high uncontrolled
diversion dam, constructed with galvanized steel frames with Ekki wood stop logs, at
elevation of 840 feet above mean sea level; (b) an intake structure with a trash rack; (c) a
30-foot-long by 8-foot-wide by 6-foot-high steel, wood and concrete de-sander box, with
screens to catch suspended debris and a bypass gate for flushing the screens and
accwnulations of sand and gravel; (d) a 9,800-foot-long penstock made up of 3,200 feet
of 20- to 18-inch-diameter high density polyethylene pipe and 6,600 feet of 16-inch-
diameter steel pipe; (¢) a bypass system, joining the penstock just upstream of the
turhine, with a separate tailrace, parallel to the turbine tailrace, to direct water in the
penstock not needed for power generation to a submerged container to dissipate
dissolved gases and moderate daily flow fluctuations; (f) a 625-square-foot metal
powerhouse on concrete footing and slab, with one 500-kW impulse turbine; (g) a
deflector plate system to provide flow continuation; (h) a 5,500-foot-long buried
transmission line; (i) a 5,500-foot-long access road; and (j) related appurtenances.

The project works generally described above are more specifically described on
page 12 of Exhibit A and page 25, paragraph 3 of Exhibit E, both filed on May 14, 1999,
The project works are aiso shown in Exhibit F (pages F-1 through F-10) of the license
application, filed May 14, 1999:
Exhibit F Drawing ERC No Description

Sheets F-1 through F-7 11690-1 through 11690-7 Project Plan

Sheet F-8 11690-8 Intake, Truss Bridge, and
Pipeline Details

Sheet F-9 11690-9 Powerhouse Site Plan,
Bridge, and Access Trail
Details

Sheet F-10 11690-10 Powerhouse Details
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(3) All of the structures, fixtures, equipment, or facilitics used to operate or
maintain the project, all portable property that may be employed in connection with the
project, and all riparian or other tights that are neeessary or appropriate in the operation
or maintenance of the project. :

{C) Those sections of Exhibits A, E, and F described above are approved and
made part of the license. Exhibit G is approved only insofar as it shows the general
praject location.

(D) The following sections of the FPA are waived and excluded from the license
for this minor project;

4(b), except the second sentence; 4(e), insofar as it relates to approval of plans by
the Chief of Engineers and the Secretary of the Army; 6, insofar as it relates to public
notice and to the acceptance and expression in the license of terms and conditions of the
FPA that are waived here; 10(c), insofar as it relates to depreciation reserves; 10(d);

10(1); 14, except insofar as the power of condemnation is reserved; 15; 16; 19; 20; and
22.

(E} This license is subject 10 the articles set forth in Form L-17 {October 1975),
entitled “Terms and Conditions of License for Unconstructed Minor Project Affecting
Lands of the United States,” and the following addilional articles,

Atticle 201, The licensee shall pay the United States an annual charge, effective
as of the date of start of construction, for the purpose of:

(1) Reimbursing the United States for the cost of administration of Part T of the
Act. The authorized installed capacity for that purpose is 500 kilowatts. Under
the regulations currently in effect, projects with authorized installed capacity of
less than or equal to 1,500 kilowatts will nol be assessed an annual administration
charge.

(2) Recompensing the United States for the use, occupancy and enjoyment of 13
acres of its lands [other than for transmission line right-of-way].

(3) Recompensing the United States for the use, occupancy and enjoyment of 5
acres of its lands for transmission line right-of-way.

Article 202, Within 45 days of the issuance of the license, the licensee shall file
three original sets of aperture cards of the approved drawings. The drawings must be
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reproduced on silver or gelatin 35 wun microfilm. Al microfilm must be mounted on
type D (3%" x 7-3/8") aperture cards,

Prior to microfilming, the FERC Drawing Number (11690-1 through 11690-10)
shall be shown in the margin below the title block of the approved drawing. Afler
mounting, the FERC Drawing Number must be typed on the upper right corner of each
aperture card. Additionally, the Project Number, FERC Exhibit (e.g., F-1, G-1, etc.),
Drawing Title, and date of issuance of this license must be typed on the upper lef comer
of each apenture card.

Two sets of aperture cards should be filed with the Secretary of the Commission,
ATTN: OEPMivision of Hydropower Administration and Compliance and one sct with
the Commission's Portland Regional Office.

Article 203. The licensee shall clear and keep clear to an adequate widih all lands
along open conduits and shall dispose of all temporary structures, unused timber, brush,
refuse, or other material unnecessary for the putrposes of the project which result from
construction, maintenance, operation, or alteration of the project works. Al clearing of
tands and disposal of unnecessary material shall be done with due diligence to the
satisfaction of the authorized representative of the Comunission and in accordance with
appropriale federal, state, and local statutes and regulations,

Anticle 301, The licensee shall commence construction of the project works
within 2 years from the issuance date of the license and shall complete construction of
the project within 5 years from the issuance date of the license.

Article 302, Before starting construction, the ticensee shall review and approve
the design of contractor-designed cofferdams and deep excavations, and shatl make sure
that construction of cofferdams and deep excavations is consistent with the approved
design. At least 30 days before starting construction of the cofferdam, the licensee shall
submil one copy to the Commission's Regional Dircctor and two copies to the
Commission (one of these copies shall be a coustesy copy to the Commission’s Director,
Division of Dam Safety and Inspections), of the approved cofferdam conslruction
drawings and specifications and the letters of approval.

Atticle 303, The licensee shall, st least 60 days prior to the start of construction,
submit one copy to the Commission’s Regional Director and two copies to the
Commission (one of these shall be a courtesy copy to the Director, Division of Dam
Safety and Inspections), of the final contract drawings and specifications along with an
accomnpanying supporting design report for pertinent features of the project, such as
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water refention structures, powerhouse or equivalent, and water conveyance structures.
The Cammission may require changes in the plans and specifications o assure a safe and
adequate project. I the ticensec plans substantial changes to location, size, type, or
purpose of the water retention structures, powerhouse or equivalent, or water conveyance
structures, the plans and specifications must be accompanied by revised Exhibit F and G
drawings, as necessary,

Article 304, Within 90 days after finishing construction, the licensee shatl submit,
for Commission approval, eight copies of the revised Exhibits A, F, and G describing the
project as built. The licensee shall submit six copies to the Commission, onc copy to the
Commission's Regional Director, and one to the Director, Office of Energy Projects,

Anicle 305, If the licensee’s project was directly benefitied by the construction
work of another licensee, a permittee, or the United States of a storage rescrvoir or other
headwater improvement, the Jicensee shall reimburse the owner of the headwater
improvement for those benelits, at such time as they are assessed. The benefits will be
assessed in accordance with Subpart B of the Commission’s regulations.

Article 401. At least six months before the start of land-disturbing, land-clearing,
or construction activities, the licensee shall file, for Commission approval, and with the
Portland Regional Director as part of the plans and specifications required by Article
303, a final erosion and sediment control plan (ESCP) incorporating and building upon
the measures described in the Draft Environmental Assessment filed on May 14, 1999, as
part of the license application, with the following modifications:

(1} the final ESCP shall be based on site-specific conditions and shall include (a)
descriptions of actual geological, soil and groundwater site conditions relative to
project features, (b} detailed descriptions of final preventive measures, (c) detailed
descriptions, design drawings, and topographic locations of final control
measures, including rip-rap placement, stream set back distances, and stabilization
of spoil material and temporary construction access trails, and (d) a specific
implementation schedule;

(2) the final ESCP shall include a revegetation plan that includes a coniplete
prescription for revegetating all disturbed areas including: (a) locations of
treatment areas, (b) plant species and methods to be used, {c) planting densities,
{d) fertilizer formulations, (¢) seed test results, (f) application rates, and (g) a
specific implementation schedule and details for monitoring and maintenance
programs; native plant species should be used to the greatest extent possible;
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(3) the final revegetation plan shall include a monitoring plan that, at a minimum,
{n} establishes a goal of achieving 50 percent of natura vegetation densities
within | year of planting, (b) describes monitoring methods, (¢) describes
mieasures that would be followed if desired goals are not achieved, and (d)
includes an implementation schedule that establishes a monitoring period of at
lcast 3 years following planting; and

(4) the final ESCP shall include stipulations that alt construction contractors will
not use in wetland or on other water bodies lumber treated with preservatives
containing creosole or pentacholorophenol or other surface applied preservatives.

The licensee shall prepare the final ESCP after consultation with the National
Marine Fisheries Service, U.S. Fish and Wildlife Service, Alaska Department of Natural
Resources, and Alaska Departinent of Fish and Game. The licensee shall include with
the plan, documentation of consuftation and copies of comments and recommendations
on the completed plan after it has been prepared and provided to the agencies, and
specific descriptions of how the agencies' comments are accommodated by the plan. The
licensee shall allow a minimum of 30 days for the agencies to comment and to make
recommendations prior to filing the plan with the Commission. If the licensee does not
adopt a recommendation, the filing shall include the licensee's reasons, based on site-
specific information.

A courtesy copy of the plan shall be filed with the Commission's Portland
Regional Office. The Commission reserves the right to require changes to the plan. No
land-disturbing or land-clcaring activities shall begin until the licensee is notified by the
Commission that the plan is approved. Upon Conunission approval, the licensee shall
implement the plan, including any changes required by the Commission.

Article 402. At least six months before the start of any land-clearing or land-
disturbing activitics, the licensee shall file, for Commission approval, a plan to monitor
channel geomnorphology and fish habitat upstream and downstream of the confluence of
{.ake Fork and .agoon Creek during project years 0, 3, and 5.

‘The plan shall incorporate the protocols and methods found in R-10 Amendment
2090-98-1 to the U.S. Forest Service’s FSH 2090 - Aquatic Ecosystem Management
tlandbook, using tier 2 survey measures, except that tier 3 would be used for riparian
vegetation and undercut banks.

The licensee shall prepare the plan after consultation with the Mational Marine
Fisheries Service, U.S, Fish and Wildlife Service, and Alaska Department of Fish and
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Game. The licensee shall include with the plan, documentation of consultation and
copies of comments and recommendations on the completed plan afler it has been
prepared and provided to the agencies, and specific descriptions of how the agencies’
comments are accommodated by the plan. The licensee shall allow a mininum of 30
days for the agencics to comment and to make recommendations prior to filing the plan
with the Commission. 1f the licensee does not adopt a recommendation, the filing shall
include the licensee's reasons, based on project-specific information.

A courtesy copy of the plan shall be filed with the Commission’s Portland
Regionat Office. ‘The Commission reserves the right to require changes to the plan. No
land-disturbing or land-clearing activitics shall begin until the licensee is notified by the
Conunission that the plan is approved. Upon Commission approval, the licensee shall
implement the plan, including any changes required by the Commission. i

IT the results of the monitoring indicate that changes in project structures or
operations, including alternative flows, are necessary to protect aquatic resources, the
Commission may direct the licensee to modify project structures or operations.

Arlicle 403, At least six months before the start of any {and-clearing or land-
disturbing activitics, the licensce shall file with the Coinmission, for approval, a plan to
monitor intergravel water temperature for | year prior to the start of project construction
and up to 5 years after the start of project operations.

The plan shall include intergravel water temperature monitoring at the following
six locations: (1) the diversion site; (2) a short distance upstream of the powerhousc on
Lagoon Creek; (3) Lagoon Creek downstream from the powerhouse at the upstream reach
of adequate spawning habitat; (4) Lagoon Creek a short distance upstream of the
conflucnce of Lagoon Creek and the Lake Fork; (5) the Lake Fork a short distance
upstream of its confluence with Lagoon Creek; and (6) Lagoon Creek downstream of the
confluence of Lagoon Creek and the Lake Fork.

The licensee shall prepare the plan after consultation with the National Marine
Fisheries Service, U.S. Fish and Wildlife Service, and Alaska Department of Fish and
Game. The licensce shall include with the plan, documentation of consultation and
copies of comments and recommendations on the completed plan after it has been
prepared and provided to the agencies, and specific descriptions of how the agencies’
comments are accommodated by the plan. The licensec shall allow a minimum of 30
days for the agencies to comment and to make recommendations prior to filing the plan
with the Commission. If the licensee does not adopt a recommendation, the filing shall
include the licensee's reasons, based on project-specific information.
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A courtesy copy of the plan shall be filed with the Commission's Portland
Regional Office. The Conmission reserves the right to require changes to the plan. No
tand-disturbing or land-clcaring activities shall begin until the licensec is notified by the
Conunission that the plan is approved. Upon Commission approval, the licensee shall
unpleinent the plan, including any changes required by the Commission,

1f the results of the monitoring indicate that changes in project structurcs or
operations, including alternative flows, are necessary o prolect aquatic resources, the
Commission may direct the licensee to modify project structures or operations, The
Commission may consider requiring the construction of a pond at the tailrace to raise
water temperature before entering Lagoon Creck.

Article 404. At least six months before the start of any land-disturbing and land-
clearing activities, the licensce shall file, for Commission approval, a plan necessary to
continuously monitor compliance with the run-of-river operations and flow releases
required in Article 410, flow continuation required in Article 411, and ramping rates
required in Article 412,

The plan shall further inelude; but need not be limited to: (1) the method of
<oliecting and recording the data; (2) a schedule for installing monitoring equipment; (3)
the proposed focation, design, and calibration of the monitoring equipment; (4) a
provision for providing discharge data, including any rating curve or other regression
relationship used to calculate discharge, to the ADF&G Statewide and Instream Flow
Coordinators and Hydrologist annually, and whenever a shifl in the rating curve is
observed, whichever occurs first; (5) a provision to sumimarize and submit data monthiy
to the ADF&G Statewide and Instream Flow Coordinators and Hlydrologist for the first
year of operation and annually thereafier; and (6) a provision to submit any recorded
data, including regression relationships, to ether consulted agencncs within 30 days of
receiving an agency's request.

The plan shali further include the instaliation, operation, and maintenance of a
streamgage in Lagoon Creek, inmediately downstream of the powerhiouse, for upto$
years, depending on results, to collect flow data at 15-minute intervals for assessing any
projeet effects on crosion (Article 402), water temperature (Article 403), spawning runs
{Article 408}, and incubation of epgs (Article 408); and to monitor compliance with the
flow diversion restriction {Article 410).

The licensee shall prepare the plan in consultation with the National Marine
Fishcries Service, U.8. Fish and Wildlife Service, Alaska Department of Fish and Game,
and U.S. Geological Survey. The licensee shall include with the plan documentation of
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consultation, copies of comments and recommendations on the completed plan after it
has been preparcd and provided to the agencies, and specific descriptions of how the
agencies’ connments are accommodated by the plan, The licensee shall allow a minimum
ol 30 days for the ngencies to comment and to make recormnmendations before filing the
plan with the Commission, If the licensee does not adopt a recommendation, the filing
shall include the licensee’s reasons, based on project-specific information.

A courtesy copy of the plan shall be filed with the Commission's Regional Office.
The Conunission reserves the right to require changes to the plan. Project operation shall
not begin until the licensee is notificd by the Commission that the plan is approved.
Upon Commission approval, the licensee shall implement the plan, including any
changes required by the Commission.

Article 405, Atleast six months before the start of any land-clearing or land-
disturbing activities, to protect salinonid spawning and incubation from sedimentation
effects, the licensee shall file, for Commission approval, a construction plan and schedule
that includes provisions to conduet all in-water construction activities in: (1) the East
Fork of Mountain Creck between May 15 and July 15; and (2) Lagoon Creek between
carly June, after coho salmon emergence, and July 15.

The plan shall include, but need not be limited to: (1) identification of all
construction, land-disturbing, and land-clearing activities; (2) a dctailed description of
the licensce's planned construction methods to complete all in-river construction
activities; and (3) a specific implementation schedule,

The licensee shall prepare the plan afier consultation with the National Marine
Fisheries Service, U.S. Fish and Wildlife Service, and Alaska Dcpartment of Fish and
Game. The licensee shall include with the plan documentation of consultation, copies of
comments and recommendations on the completed plan afier it has been prepared and
provided to the agencies, and specific descriptions of how the agencies' comments are
accommodated by the plan. The licensce shall allow a minimum of 30 days for the
agencies to comment and to make recommendations before filing the plan with the
Commission. 1f the licensee does not adopl a recommendation, the filing shall include
the licensee's reasons, based on project-specific information.

The Commission reserves the right to require changes to the plan. Iniplementation
of the plan shall not begin until the licensee is notified by the Commission that the plan is
approved. Upon Commission approval, the licensce shall implement the plan, including
any changes required by the Commission.
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Article 406, At least six months before the start of project aperation, the licensee
shall file, for Conunission approval, detailed design drawings of a picket panet fish
screening system to reduce attraction flows at the tailrace and prevent fish from entering
the tailrace, together with a scheduie to construct/install the facitities before any
operation of the project occurs,

The licensec shall prepare the drawings and schedule after consullation with the
National Marine Fisheries Service, U8, Fish and Wildlife Service, and Alaska
Department of Fish and Game. The licensee shall include with the drawings
documentation of consultation, copies of comments and recommendations on the
drawings and schedule nfler they have been prepared and provided to the agencies, and
specific descriptions of how the agencies' comments are accommodated by the licensee's
facilities. The licensee shall allow a minimum of 30 days for the agencies to comment
and to make recommendaltions before filing the drawings and schedule with the
Comnmission. If the licensee does not adopt a recommendation, the filing shall include
the licensee's reasons, based on project-specific information.

A courtcsy copy of the plan shall be filed with the Commission's Portiand
Regional Office. The Commission reserves the right to require changes to the proposed
facilities and schedule. Project operation shall not begin until the licensee is notified by
the Commission that the filing is approved. Upon Commission approval, the licensee
shall implement the proposal, including any changes required by the Commission.

Atticle 407, Authority is reserved to the Commission to require the licensce to
construct, operate, and maintain, or to provide for the construction, operation, and

maintenance of such fishways as may be prescribed by the Secretary of Interior under
Section 18 of the Federal Power Act.

Article 408, At leasl six months before he start of any land-disturbing or fond-
clearing nctivitics, the licensee shall file, for Commission approval, a plan to monitor
adult salimon spawning 1o enumerate runs of spawning coho, pink, and chum salmon.
The plan shall provide for surveys conducted:

(1) during each of seven survey periods, which are: (A) July 16-31; (B) August I-
15; (C) August 16-31; (ID) September 1-15; (E) September 16-30; (F) October 1-
13, and (G) October 16-30;

(2) at least 7 to 10 days apart;
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(3) using Alaska Department of Fish & Game (ADF&G) protocols for
stunidardization and indexing of peak foot survey counts;

{4) counting live and dead fish; and

{5) with results documented by stream segmient according to the following three
areas: (A) Lagoon Creek upstream of the confluence with the Lake Fork of
Lagoon Creek;, (B) Lake Fork upstream of its confluence with Lagoon Creek; and
(€C) Lagoon Creek downstream of the confluence with Lake Fork all the way to
the ocean.

The licensee shall prepare an annual monitoring report that includes the results of
aerial surveys for two nearby streams conducted by ADF&G's commercial fisheries staff
in the same year. Acrial surveys of nearby streams shall be used only as a gross indicator
of trend in recruitment, and not as a sole basis for determining any project effects on
fisheries.

The licensee shall continue monitoring adult spawning runs for at least 5 years
afler the project begins power production, and if different project operations are
imptemented that modify the flow regime, monitoring shall be conducted for at least §
years after the new operations are bnplemented.

The licensee shall prepare the plan afler consultation with the National Marine
Fisheries Service (NMFS), U.S. Fish and Wildlife Service (FWS), and ADF&G. The
licensee shall include with the plan, documentation of consultation and copies of
comments and recommendations on the completed plan after it has been prepared and
provided to the agencies, and specific descriptions of how the agencies' comments are
nccommodated by the plan. The licensee shalf aliow a minimum of 30 days for the
agencics to comment and to make recommendations prior to filing the plan with the
Commission. [ the licensee does not adopt a recommendation, the filing shall include
the licensee’s reasons, based on site-specific information,

The Commission reserves the right lo require changes to the plan. No land-
disturbing or land-clearing activilies shall begin until the licensee is notified by the
Commission that the plan is approved. Upon Commission approval, the licensee shall
implement the plan, including any changes required by the Commission.

“The results of the monitoring shall be filed annually with the Commission and
provided 1o the NMFS, FWS, ADF&G Statewide and lnstream Flow Coordinators and
tydrologist, and ADF&G Division of Habitat and Restoration Office in Anchorage,
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Alaska. 1f the results of the monitoring indicate thal changes in project structures or
operations, including alternative flows, are necessary {o protect aquatic resources, the
Commission may direct the licensee to modify project structures or operations.

Article 409. At least six months before the start of any land-disturbing or land-
clearing activities, the licensee shall file, for Commission approval, a plan to monitor
juvenile fisheries in Lagoon Creek. The plan shall be designed to quantify changes in
juvenile fish numbers and identify any increases in rearing habitat made available by the
project. The plan shall provide for: (1) counting fish by species; (2) recording fork
length; (3) using non-lethal capture and releasing the fish unharmed at their point of
caplure; (4) using standardized methods, times, and locations; and documenting results
by stream segment according to the following three areas: {A) Lagoon Creek upstream of
the confluence with the Lake Fork of Lagoon Creek; (B) Lake Fork upstream of its

confluence with Lagoon Creek; and (C) Lagoon Creek downstream of the conflucnce
with Lake Fork all the way to the ocean,

The licensee shall continue monitoring juvenile fish for at least 5 years aRer the
project begins power production, and if different project operations are implemented that
modify the flow regime, menitoring shall be conducted for at least § years after the new
operations are implemented.

The licensee shall prepare the plan aller consultation with the National Marine
Fisheries Service (NMFS), U.S. Fish and Wildlife Service (FWS), and Alaska
Department of Fish and Game (ADF&G). The licensee shall include with the plan,
documentation of consultation and copies of comments and recommendations on the
completed plan afler it has been prepared and provided to the agencies, and specific
descriptions of how the agencies' comments are accoramodated by the plan. The licensee
shall allow a minimum of 30 days for the agencies to comment and to make
recommendations prior to filing the plan with the Commission. If the licensee does not

adopt a recommendation, the filing shall include the licensee's reasons, based on site-
specific information.

The Commission reserves the right to require changes to the plan. No land-
disturbing or land-clearing activities shall begin until the licensee is notified by the
Commission that the plan is approved. Upon Commission approval, the licensce shall
implement the plan, including any changes required by the Commission,

The results of the monitoring shall be filed annually with the Commission and
provided to the NMFS, FWS, ADF&G Statewide and Instream Flow Coordinators and
Hydrologist, and ADF&G Division of Habitat and Restoration Office in Anchorage,
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Alaska. I the results of the monitoring indicate that changes in project structures or
operations, including alternative flows, are necessary to protect aquatic resources, the
Commission may direct the ficensce to modify project structures or operations.

Article 410, The licensee shall operate the project as run-of-river for the
protection of aquatic resources below the tailrace. Flow diversions from the East Fork of
Mountain Creek shall not exceed 13.2 cubic feet per second (cfs). The licensee shall
release from the powerhouse into Lagoon Creek a continuous minimum flow of 13 cfs,
or the inflow at the intake, whichever is less, regardless of power demand, for the
protection of fishefies in Lagoon Creek downstream of the powerhouse.

The run-of-river operation and/or the {low requirement may be temporarily
modified if required by operating emergencies beyond the control of the licensee, and for
short periods upon agreement belween the licensee and the National Marine Fisheries
Service (NMFS8), U.S. Fish and Wildlife Service (FWS), and Alaska Department of Fish
and Gante (ADF&G). I the flow is so modified, the licensee shall notify the
Commission, NMFS, FWS, and ADF&G as soon as possible, but no later than 10 days
after each such incident. Flow reductions reported as a result of emergency mainicnance
or breakdowns shall include the date, duration, volume of flow reduction in cfs, reason

for occurrence, method to prevent any future occurrence, and any other pertinent
information.

Article 411, The licensee shall design and operate the project to ensure
continuation of the minimum flow required by Article 410 during all powerhouse
outages not scheduled in accordance with Article 412, Design features for flow
continuation shall include AVEC's proposed turbine bypass systemn and turbine unit jel

deflector, and shall be fited with the project plans and specifications to be filed under
Anticle 303,

The licensee shall notify the Commission, National Marine Fisheries Service, U 5.
Fish and Wildlife Service, and Alaska Department of Fish and Game of any non-
compliance events as soon as possible, but no later than 10 days after each such incident.
Flow reductions reported as a result of unscheduled outages shall include the date,
duration, volume of flow reduction in cfs, reason for oceurrence, method to prevent any
future occurrence, and any other pertinent inforination,

Article 412, The licensee shall, for the protection of fisheries in Lagoon Creck:
(1) conduct spring maintenance between May 15 and July 15, when flows in Lagoon
Creek at the powerhouse are 10 cfs or greater; (2) conduct fall maintenance between
mid-October and November 30, when flows in Lagoon Creck at the powerhouse are 10

Ay ¥
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<fs or greater; (3) limit mainicnance periods to less than 8 hours in any given day; (4)
rainp project discharge at a rate of 2 inches per hour when shutting down for scheduled
maintenance: {3) not dewaler the peastock during routine maintenance; and (6) consult
with National Marine Fisheries Service, U.S. Fish and Wildlife Service, and Alaska
Deparanent of Fish and Game prior to conducting routine maintenance during other
times.

Article 413, At least six months before the start of any land-clearing or land-
disturbing activities, the licensee shall file with the Conunission for approval, a
compliance monitoring plan to ensure that project construction adheres to the erosion and
sediment control plan (Article 401) and hazacdous substances spill prevention plan
(Article 414). The compliance monitoring plan shall be developed in coordination with
the Commission's Construction Quality Control Inspection Progeam.

The plan shall include: (1) provisions to employ a qualified environmental
compliance monitor to be on-site during construction with authority to: (a) ensure strict
compliance with the conditions of this license, (b) cease work and change orders in the
tield, us decmed necessary, and (¢) make pertinent and necessary field notes on
monitoring compliance by the licensee; (2) the position description of the compliance
monitor, inchiding qualifications, duties, and responsibilitics; (3) provisions to hold 2
weeting between the licensee and National Marine Fisheries Scrvice (NMFS), U.S. Fish
and Wildlife Service (FWS), and Alaska Department of Fish and Game (ADF&G) once
annually for each year of compliance monitoring to: (a) review and evaluate the resulis
of all compliance monitoring activities and reports, (b) tnake necessary adjustments of
compliance monitoring to meet resources needs, and (c) decide on continuation of
complianee monitoring.

The licensee shall prepare the plan afier consultation with the NMFS, FWS, and
ADF&G. 'The licensee shall include with the plan, documentation of consultation and
copics of comments and recommendations on the completed plan after it has been
prepared and provided to the agencies, and specific descriptions of how the agencies'
comments are accommodated by the plan. The licensee shall allow & minimum of 30
days for the agencies to comment and to make recommendations prior to-filing the plan
with the Commission. I the licensce does not adopt a recommendation, the filing shall
inctude the licensee’s reasons, based on project-specific information,

A courtesy copy of the plan shall be filed with the Commission's Portland
Regional Office. The Commission reserves the right to require changes to the plan. No
land-disturbing or land-clearing activities shall begin until the licensee is notified by the
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Comimission that the plan is approved. Upon Commission approval, the licensce shall
implement the plan, including any changes required by the Commission.

Article 414, At least six months before the start of any land-clearing or land-
disturbing activitics, the licensee shall file for Commiission approval, a fuel and
hazardous subslances spills plan to help prevent and minimize any impacts associated
with the handling of hazardous substances during project construction and operation.

The licensee shall prepare the plan afier consultation with the National Marine
Fisheries Service, 1.8. Fish and Wildlife Service, and Alaska Department of Fish and
Game. The licensee shall include with the plan documentation of consultation, copies of
comments and recommendations on the completed plan after it has been preparcd and
provided to the agencies, and specific descriptions of how the agencies' comments are
accommaodated by the plan. The licensee shall aliow a minimum of 30 days for the
agencies lo commen! and to make recommendations before filing the plan with the
Commission. 1M the licensee does not adopt a recoinmendation, the filing shalt include
the licensec's reasons, based on project-specific information.

The Commission reserves the right to require changes to the plan. No land-
disturbing or land-clearing activities shall begin until the licensce is notified by the
Commission that the plan is approved. Upon Comimnission appraval, the licensee shall
implement the plan, including any changes required by the Commission,

Article 415, At least six months before the start of any land-disturbing or land-
clearing activitics, the lcensee shall file with the Commission for approval, a bear safety
plan to minimize possible conflicts between bears and humans in the project area during
project construction and operation.

The plan, at a minimum, shall include: (1) instructions for operating practices
when in bear country that minimize possible conflict; (2) instructions to minimize
encounters and avoid arcas oflen used by bears, if possible; (3) instructions for keeping
construction sites and refuse areas clean; (4) instructions for instailing bear-proof
garbage receptacles and other measures during construction periods to prevent bears
from obtaining food or garbage during construction periods; and (5) procedures to deal
with problem bears.

The licensee shall prepare the plan after consultation with the U.S, Fish and
Wildlife Service and Alaska Departmeant of Fish and Game. The licensee shall include
with the plan, documentation of consultation and copies of coniments and
recommendations on the completed plan after it ias been prepared and provided to the
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agencies, and specific descriptions of how the agencies’ comments are accommodated by
the plan. The licensce shall atlow a minimum of 30 days for the agencies to comment
and to make recomimendations prior to filing the plan with the Commission, If the
licensee does not adopt a recommentation, the filing shalt include the ficensee's reasons,
based on site-specific information,

The Commission reserves the right to require changes to the plan, No land-
disturbing or land-clearing activities shall begin until the licensee is notified by the
Commission that the plan is approved. Upon Commission approval, the licensee shail
implement the plan, including any changes required by the Commission.

Articie 416. The licensee shall consuit with the National Marine Fisheries Service
(NMFS}, U.S. Fish and Wildlife Service (FWS), and Alaska Department of Fish and
Game (ADF&G) annually at least 60 days preceding the anniversary date of the license,
or other date mutually agreed upon with the agencies, to determine if a meeting is
necessary to review the results of the geomorphology end habitat moniloring required by
Article 402, water temuperature monitoring required by Article 403, streamflow data
colleetion required by Article 404, and fisheries monitoring required by Anticles 408 and
409. The licensee shalt coordinate and conduct the annual review meeting if requested
by one of the consulted agencies.

The purpose of these meetings is to determine any course of action to be
recommended based on the results of the monitoring, including the need for continued
monitoring. Following the meeting, the licensee shall prepare snd send draft minutes of
the meeting to the meeting participnnts, alowing 14 days for comments. Final meeting
minutes shall be prepared and distributed to the participants within 60 days of the
meeting. A plan and schedule for completing any recommended courses of action must
be filed, along with documentation supporting the need for the action, for Commission
approval, at least 90 days before the scheduled implementation of the course of action.

The licensee shall prepare the plan and schedule afler consultation with the NMFS, FWS,
and ADF&G.

The licensee shall include with the plan documentation of consultation, copies of
comments and recommendations on the completed plan after it has been prepared and
provided to the agencies, and specific descriptions of how the agencies’ comments are
accommodated by the plan. The licensce shall allow a minimum of 30 days for the
agencics to comment and to make recommendations before filing the plan with the
Commission. If the licensce does not adopt a recommendation, the filing shall include
the ficensee's reasons, based on project-specific information,
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The Commission reserves the right to require changes to the plan. No land.
disturhing or land-clearing activitics shall begin until the licensee is notificd by the
Commission that the plan is approved. Upon Commission approval, the licensee shall
impleinent the plan, including any changes required by the Commission.

Article 417, The licensee shall, for the conservation and development of fish and
wildlife resources, construct, maintain, and operate, or arrange for the construction,
maintenance, and operation of such reasonable facilities, and comply with such
reasonable modifications of the project structures and operation, as may be ordered by
the
Comnmission upon the recommendation of the Secretary of Commerce, aller notice and
opportunity for hearing.

Article 418, The licensce shall provide representatives of the National Marine
Fisherics Service, U.S. Fish and Wildlife Service, and Alaska Department of Fish and
Ganme, who show proper credentials, free and unrestricted access to, through, and across
the project tands and project works, in the performance of their official duties, after
appropriate advance notification is made.

Adticle 419. At least 90 days before the start of any land-disturbing or and-
clearing activities, the licensee shall file with the Commission for approval, a bald eagle
protection plan to minimize disturbance to nesting eagles during project construction.

The plag, at & minimum, shall include: (1) the methods and timing of pre-
construction surveys for nesting cagles, (2) specific actions that would be implemented to
avoid disturbance to nesting eagles, including but not limited to, the timing of
construction aclivitics and helicopter use and paths to minimize eagle distucbance, (3)
provisions for forwarding survey results to the U.S. Fish and Wildlife Service (FWS) and
Alaska Department of Fish and Game (ADF&G) to iniliating construction, and (4)
provisions for further consultation with FWS and ADF&G if active eagle nests are
located near project facilities.

The licensee shall prepare the plan after consultation with the FWS and ADF&G.
The licensce shall include with the plan, documentation of consultation and copies of
commenis and recommendations on the completed plan alter it has been prepared and
provided ta the agencies, and specific descriptions of how the agencies' comments are
accotmodated by the plan. The licensce shall allow a minimuim of 30 days for the
agencies to comment and 1o make recommendations prior to filing the plan with the
Commission. If the licensee does not adopt a recommendation, the filing shall include
the licensee's reasons, based on site-specific information.

Lk
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The Commission reserves the right to require changes to the plan, No land-
disturbing or land-clearing activities shall begin until the licensee is notified by the
Commission that the plan is approved. Upon Comimission approval, the licensee shall
implement the plan, including any changes required by the Commission,

Article 420. At least six months before the start of any land-disturbing or land-
clearing activities, the licensce shall fite, for Commission approval, and with the Portland
Regional Director as part of the plans and specifications required by Article 303, a final
All Terrain Vehicle (ATV) access control plan to minimize unauthorized public use and
access on refuge lands during project construction, maintenance, and operation,

The final plan, at 8 minimum, shall include: (1) detailed descriptions, including
final design drawings and specifications, of the locations and types of access control
(gates, boulders, etc) that would be implemented, (2) construction methods to be
eniployed, (3) methods and schedule for monitoring the effectiveness of the measures

through the license period, and (4) measures that would be 1aken if access restrictions
prove 1o be ineffective.

The licensee shall prepare the plan afer consultation with the National Marine
Fisheries Service, U.S. Fish and Wildlife Service and Alaska Department of Fish and
Game. The licensee shall include with the plan, documentation of consultation and
copies of comments and recommendations on the completed plan after it has been
prepared and provided to the agencies, and specific descriptions of how the agencies'
commecnits are accommodated by the plan. The licensee shall allow a minimum of 30
days for the agencies to comment and 1o make recommendations prior to filing the plan
with the Commission. If the licensee does not adopt a recommendation, the filing shall
include the licensee’s reasons, based on site-specific information,

The Commission reserves the right to require changes to the plan. No land-
disturbing or land-clearing activities shall begin until the licensee is notified by the
Comnission that the plan is approved. Upon Commission approval, the licensee shall
implement the plan, including any changes required by the Commission.

Agticle 421, At least six months before the start of any land-disturbing or land-
clearing activitics, the licensee shall file, for Commission approval, and with the Portland
Regional Director as part of the plans and specifications required by Adticle 303, a plan
that would allow for recreational All Terrain Vehicle (ATV) use on the access road to the
powerhouse. The plan shall include detailed descriptions of methods and measures to
protect the area from improper use.
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The licensee shall prepare the plan afler consultation with the National Marine
Fisheries Service, U.S, Fish and Wildlife Service, Alaska Department of Fish and Game,
city of Old Harbor, Old Harbor Native Corporation, and Kodiak Island Borough. The
licensee shall include with the plan, documentation of consultation and copies of
comments and recommendations on the completed plan afer it has been prepared and
provided to the agencies, and specific descriptions of how the agencies’ conunents are
acconunodated by the plan. The licensee shall allow a minimum of 30 days for the
agencies to comment and to nake recommendations prior to filing the plan with the
Commission, Ifthe licensee does not adopt a recommendation, the filing shall include
the licensee's reasons, based on site-gpecific infonmation,

The Commission reserves the right to require changes to the plan. No land-
disturbing or land-clearing activities shall begin until the licensee is notificd by the
Commission that the plan is approved. Upon Commission approval, the licensee shall
impleraent the plan, including any changes required by the Commission.

Article 422, Before starting any land-clearing or land-disturbing activitics within
the project boundaries, other than those specifically authorized in this license, including
recreation developments at the project, the licensee shall consult with the State Historic
Preservation Officer (SHPO).

If the licensee discovers previously unidentified archeological or historic
properties during the course of constructing or developing project works or other
facilitics at the project, the licensee shall stop all land-clearing and land-disturbing
activities in the vicinity of the properties and consult with the SHPO.

In either instance, the licensee shall file, for Commission approval, a site-specific
cultural resource management plan prepared by a qualified cultural resource specialist
after consultation with the SHPQO. The plan shall include the following items: (1) a
description of each discovered property indicating whether it is listed on or eligible to be
listed on the National Register of Historic Places; (2) a description of the potential efTect
on each discovered property; (3) proposed measures for avoiding or mitigating eflects;
{4) documentation of the nature and extent of consultation; and (5) a schedule for
mitigating effects and conducting additional studies.

The licensee shall file the plan, for Commission approval, together with the
written comments of the SHPO documenting consultation and adequacy of the plan; and
take the necessary sieps to protect the discovered archeological or historic sites from
further impact until notified by the Commission tha! all of these requirements have been
satisfied.
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The Commission may require a culiural resources survey and changes to the
cultural resources management plan based on the filings. The licensce shall not begin
any land-disturbing or land-clearing activities, other than those specifically authorized in
this license, or resume such activities in the vicinity of a property discovered during

construction, until informed by the Commission that the requirements of this article have
been fulfilled.

Anicle 423, {a) In accordance with the provisions of this asticle, the licensee
shall have the authority to grant permission for certain types of use and occupancy of
project lands and waters and to convey certain interests in project lands and waters for
certain types of use and occupancy, without prior Commission approval. The licensee
may exercise the authority only if the proposed use and occupancy is consistent with the
purposes of protecting and enhancing the scenic, recrealional, and other environmental
values of the project. For those purposes, the licensee shall also have continuing
responsibility to supervise and control the use and occupancies for which it grants
permission, and to monitor the use of, and ensure compliance with the covenants of the
instrument of conveyance for, any interests that it has conveyed, under this article. 1fa
permitted use and occupancy violates any condition of this srticle or any other condition
imposed by the licensee for protection and enhancement of the project's scenic,
recreational, or other enviromuental values, or if a covenant of a conveyance made under
the authority of this article is violated, the licensce shall take any lawful action necessary
to correct the violation. For a permitted use or occupancy, that action includes, if
nccessary, canceling the permission to use and oceupy the project lands and waters and
requiring the removal of any non-complying structures and facilities.

{b) The type of use and occupancy of project lands and water for which the
licensee may grant permission without prior Commission approval are: (1) landscape
plantings; (2) non-coramercial piers, landings, boat docks, or similar structures and
facilities that can accommodate no more than 10 watercrafl at a time and where said
facility is intended to serve single-family type dwellings; (3) embankments, bulkheads,
retaining walls, or similar structures for erosion control to protect the existing shoreline;
and {4) food plots and other wildlife enhancement. To the extent feasible and desirable
to protect amd enhance the project’s scenic, recreational, and other environmental values,
the ficensee shall require multiple use and occupancy of facilities for access to project
lands or waters. The licensee shall also ensure, to the satisfaction of the Commission's
authorized representative, that the use and occupancies for which it grants permission are
maintained in good repair and comply with applicable state and local health and safety
requireinents. Before granting permission for construction of bulkheads or retaining
walls, the licensee shall: (1) inspect the site of the proposed construction, (2) consider
whether the planting of vegelation or the use of riprap would be adcquate to control
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erosion at the site, and (3) detenmine that the proposed construction is necded and would
not change the basic contour of the reservoir shorcline.

To implement this paragraph (b), the licensee may, among other things, establish a
program for issuing permits for the specified types of use and occupancy of projeet
lands and waters, which may be subject to the payment of a reasonable fee to cover the
licensee's costs of administering the permit program. The Commission reserves the right
to require the licensee Lo file 4 description of its standards, guidelines, and procedures for
implementing this paragraph (b) and to require modification of those standards,
guidelines, or procedures.

{c) The licensee may convey easements or rights-of-way across, or leases of|
project lands for: (1) replacement, expansion, reatignment, or maintenance of bridges or
roads where all necessary state and federal approvals have been obtained; (2) storm
drains and waler mains; (3) sewers that do not discharge into project waters; (4) minor
access roads; (5) telephone, gas, and electric utility distribution lines; (6) non-project
overhead electrie transmission lines that do not requite erection of support structures
within the project boundary; (7) submarine, overhead, or underground major telephione
distribution cablcs or major electric distribution lines (69-kV or less); and (8) water
intake or pumping facilities that do not extract more than one millien gallons per day
from a project reservoir. No fater than January 31 of each year, the licensee shall file
three copies of a report briefly describing for each conveyance made under this
paragraph (c) during the prior calendar year, the type of interest conveyed, the location of
the lands subject to the conveyance, and the nature of the usc for which the intcrest was
conveyed.

If no conveyance was made during the prior calendar year, the licensee shall so inform
the Commission and the Regional Director in writing no later than January 3! of each
year.

(d) The licensee may convey fec title to, easements or rights-of-way across, or
leases of project Iands for: (1) construction of new bridges or roads for which all
necessary state and federal approvals have been obtained; (2) sewer or effluent lines that
discharge into project waters, for which all necessary federal and state water quality
certification or permits have been obtained; (3) other pipelines that cross project lands or
waters but do not discharge into project waters; {(4) non-project overhead electric
transmission lines that require erection of support structures within the project boundary,
for which all necessary federal and state approvals have been obtained; (5) private or
public marinas that can accommodate no more than 10 watercraft at a time and are
focated at feast one-half mile (measured over project waters) from any other private or
public marina; (6) recreational development consistent with an approved exhibit R or
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approved report on recreational resources of an exhibit E; and (7) other uses, if: (i) the
amount of fand conveyed for a particulir use is five acres or fess; (i) all of the land
conveyed is located at least 75 feet, measured horizontally, from project waters at normal
surface elevalion; and (iii) no more than 50 total acres of project lands for each project
development are conveyed under this clause (d)(7) in any calendar year,

At least 60 days before conveying any interest in project lands under this -
paragraph (d), the licensee must submit a letter to the Director, Office of Energy Projects,
stating its intent to convey the interest and bricfly describing the type of interest and
location of the lands 1o be conveyed (a marked exhibit G or K map may be used), the
nature of the proposed use, the identity of any federal or state agency offictat consulied,
and any federal or state approvals required for the proposed use. Unless the Director,
within 45 days from the filing date, requires the licensce to file an application for prior
approval, the licensce may convey the intended interest at the end of that period.

(¢} The following additional conditions apply 1o any intended conveyance under
paragraph (c) or (d) of this article:

(1) Before conveying the interest, the licensee shall consult with federal and state
fish and wildlife or recreation agencies, as appropriate, and the State Historic
Preservation Officer.

(2) Before conveying the interest, the licensee shall determine that the proposed
use of the lands to be conveyed is not inconsistent with any approved exhibit R or
approved report on recreational resources of an exhibit E; or, if the project does not have

an approved Exhibit R or approved report on recreational resources, that the lands to be
conveyed do not have recreational value,

(3) The instrument of conveyance must include the following covenants running
with the land: (i) the use of the lands conveyed shall not endanger health, create a
nuisance, or otherwise be incompatible with overall project recreational use; (ii) the
grantee shall take all reasonable precautions to insure that the construction, operation,
and maintenance of structures or facilities on the conveyed lands will ocqur in a manner
that will protect the scenic, recreational, and environmental values of the project; and (iii)
the grantee shall not unduly restrict public access to project waters.

(4) The Comimission reserves the right to require the licensee to take reasonable
remedial action to correct any violation of the terms and conditions of this article, for the

protection and enhancement of the project's scenic, recreational, and other environmental
values.
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() The conveyance of an interest in project lands under this article docs not in
itself chimnge the project boundaries. The project boundaries may be changed to exclude
land conveyed under this article only upon approval of revised exhibit G or K drawings
(project boundary maps) reflecting exclusion of that land. Lands conveyed under this
article will be excluded from the project only upon a determination that the lands are not
necessary for project purposes, such as operation and maintenance, flowage, recreation,
public access, protection of environmental resources, and shoreline control, including
shoreline acsthetic values. Absent extraordinacy circumstances, proposals to exclude
lands conveyed under this article from the project shall be consclidated for consideration
when revised exhibit G or K drawings would be filed for approval for other purposes.

(g) The authority granted to the licensce under this article shall not apply to any part
of the public lands and reservations of the United States included within the project
boundary.

(E) The licensee shalf serve copies of any Comunission filing required by this
order on any entity specified in this order to be consulted on matters related 1o the
Commission filing. Proof of service on these entitics must accompany the filing with the
Commission. .

(F) This Order is final unless a request for rehearing is filed within 30 days of the
date of its issuance, as provided in Scction 313(a) of the FPA. The filing of a request for
rehearing does not operate as a stay of the effective date of this license or of any other
date specified in this Order, except as specifically ordered by the Commission. The
licensce’s failure to file a request for rehearing shall constitute aceeptance of this Order.

Daniei M. Adamson
Director
Office of Energy Projects
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FEDERAL EN ERbY REGULATORY COMMISSION

TERMS AND CONDITIONS OF LICENSE FOR UNCONSTRUCTED
MINOR PROJECT AFFECTING LANDS
OF THE UNITED STATES

Article 1. The entire project, as described in this order of the Commission, shall
be subject 1o all of the provisions, terms, and conditions of the license.

Artigle 2. No substantial change shall be made in the maps, plans, specifications,
and statements described and designated as exhibits and approved by the Commission in
its order as a part of the license until such change shafl have been approved by the
Commission: Provided, however, That if the Licensee or the Commission deems it
necessary or desirable that said approved exhibits, or any of them, be changed, there shall
be submitied to the Commission for approval a revised, or additional exhibit or exhibits
covering the proposed changes which, upon approval by the Commission, shall become a
patt of the Hicense and shall supersede, in whole or in part, such exhibit or exhibits
theretolore made a pact of the license as may be specified by the Commission.

Articte 3. The project works shall be constructed in substantial conformity with
the approved exhibits referred to in Article 2 herein or as changed in accordance with the
provisions of said article. Except when emergency shall require for the protection of
navigation, life, health, or property, there shall not be made without prior approval of the
Commission any substantial alteration or addition not in conformily with the approved
plans to any dam or other project works undet the license or any substantial use of project
lands and waters not authorized herein; and any emergency abteration, addition, or use so
made shall thereafier he subject to such modification and change as the Commission may
direct. Minor changes in project works, or in uses of project lands and waters, ot
divergence from such approved exhibits may be made if such changes will not result in a
decrease in efficiency, in a material increase in cost, in an adverse environmental impact,
or in impaitment of the geneeal schieme of development; but any of such minor changes
made without the pdor approvat of the Commission, which in its judgment have produced
ur will produce any of such results, shall be subject to such alteration as the Commiission
may direct,

2.

Upon the completion of the project, or at such other time as the Cormmission may
direct, the Licensee shall submit to the Commissian for approval revised exhibits insofar
as necessary lo show any divergence from or variations in the praject area and project
boundary as finally located or in the project works as actually constructed when
compared with the area and boundary shown and the works described in the license or in
the exhibits approved by the Commission, together with a statement in writing setting
forth the reasons which in the opinion of the Licensee necessitated or justified variation
ift of divergence from the approved exhibits. Such revised exhibits shall, if and when
approved by the Commission, be made a pant of the license under the provisions of
Article 2 hereof.

Article 4. The construction, operation, and maintenance of the project and any
work incidental to additions or plterations shall be subject to the inspection and
supervision of the Regional Engineer, Federal Encrgy Regulatory Commission, in the
region whetein the project is located, or of such other officer or agent as the Commission
may designate, who shall be the authorized representative of the Commission for such
putposes, The Licensce shall cooperate fully with said representative and shall furnish
him a detailed program of inspection by the Licensee that will provide for an adequate
and qualified inspection force for construction of the project and for any subsequent
alterations to the project. Construction of the project works or any features or alteration
thereof shall not be initinted until the program of inspection for the project works or any
such feature thereof has been approved by said representative. The Licensee shall also
fumish to said representative such further information as he may require concerning the
construction, operation, and maintenance of the project, and of any alleration thereof, and
shall notify him of the date upon which work will begin, as far in advance thereofl as said
representative may reasonably specify, and shall notify him promptly in writing of any
suspension of work for a period of more than one week, and of its resumption and
completion. The Licensee shall allow said representative and other officers ot employees
of the United States, showing proper credentials, free and vnrestricted access to, through,
and across the project lands and project wotks in the performance of their official duties.
The Licensee shall comply with such rutes and regulations of general or special
applicability as the Commniission may prescribe from time to time for the protection of
life, health, or property.

Article 5. The Licensee, within five years from the date of issuance of the license,
shall acquire title in fee or the right to use in perpetuity all lands, other than lands of the
United States, necessary or appropriate for the construction, maintenance, and operation
ol the project. The Licensee or its successors and assigns shall, during the period of the
license, retain the possession of all project property covered by the license a5 issued or as
later amended, including the project area, the project works, and all franchises,
easements, water rights, and rights of occupuancy and use; and none of such propenties
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shall be voluntarily sold. leased, transferred, abandoned, or otherwise disposed of without
the prior written approval of the Commission, except that the Licensee may lease or
athenwise dispose of interests in project lands or property without specific written
approval of the Commission pursuant to the then current regulations of the Commission.
The provisions of this article arc not intended to prevent the abandonment or the
retirement from service of structures, equipment, or other project works in connection
with replacements thercof when they become obsalete, inadequate, or inefficient for
further service due to wear and tear: and mortgage or trust deeds or judiciol sales made
thereunder, or tax sales, shall not be deemed voluntary transfers within the meaning of
this article.

Article 6. The Licensee shall install and thereafter maintain gages and stream-
gaging stations for the purpose of determining the stage and flow of the streamn or streams
on which the project is located, the amount of water held'in and withdrawn from storge,
and the effective head on the turbines; shall provide for the required reading of such
gages and for the adequate rating of such stations; and shall install and maintain standard
meters adequate for the determination of the amount of electric energy generated by the
project works, The number, character, and location of gages, mcters, or other measuring
devices, and the method of operation thereof, shall at all times be satisfactory to the
Cotmumission or its muthorized representative. The Commission reserves the right, after
notice and opportunity for hearing, to require such alterations in the number, character,
and Jocation of gages, meters, or other measuring devices, and the method of operation
thercol, as are necessary to secure adequate detenninations. The instatlation of gages, the
ruting of said stream or streams, and the determination of the flow thereof, shall be under
the supervision of, or in cooperation with, the District Engineer of the United States
Geological Survey having charge of stream-gaging operations in the region of the project,
and the Licensee shall advance 1o the United States Geological Survey the amount of
funds cstimated to be necessary for such supervision, or cooperation for such periods as
may be mutually agreed upon. The Licensee shall keep accurate and sufficient records of
the foregoing determinations to the satisfaction of the Commission, and shall make return
of such records annually at such time and in such form as the Commission may prescribe.

Article 7. The Licensec shall, after notice and opportunity for hearing, install
additional capucity or make other changes in the project ns directed by the Commission,
to the extent that it is economically sound and in the public interest to do so.

Article 8. The Licensee shall, after notice and opportunity for hearing, coordinate
the operation of the project, electrically and hydraulically, with such other projects or
power systems and in such manner as the Commission may direct in the interest of power
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and other beneficial public uses of water resources, and on such conditions concerning
the equitable sharing of benefits by the Licensee as the Commission may order.

Article 9. The operations of the Licensee, so far as they affcct the use, storage
and discharge from storage of waters affected by the license, shall at all tinies be
controlled by such reasonable rules and regulations as the Commission may prescribe for
the protection of life, heaith, and property, and in the interest of the fullest practicable
conservation and utilization of such waters for power purposes and for other beneficial
public uses, including recreational purposes, and the Licensee shall release water from
the project reservoir at such rate in cubic feet per second, or such volume in acre-feet per
specified period of timie, s the Commission may prescribe for the purpuses hercinbefore
mentioned., :

Article 10. On the application of any person, association, corporation, Federal
agency, State or municipality, the Licensee shall permit siich teasonable use of its
reservoir or other project properties, including works, lands and water rights, or parts
thereof, as may be ordered by the Commission, after notice and oppertunity for hearing,
ins the interests of comprehensive development of the waterway or waterways involved
and the conservation and utilization of the water resources of the region for water supply
or for the purposes of steam-electric, irrigation, industrial, municipal or similar uses. The
Licensee shall receive reasonable compensation for use of its reservoir or other project
properties or parts thereof for such purposes, to include st least full reimbursement for
any damages or expenses which the joint use causes the Licensee to incur. Any such
compensation shall be fixed by the Conunission either by approval of an agreement
between the Licensec and the party or parties beneliting or after notice and opportunity
for hearing. Applications shall contain information in sufficient detail to afford a full
understanding of the proposed use, including satisfactory evidence that the applicant
possesses necessary waler rights pursuant to applicable State law, or a showing of cause
why such evidence cannot concurrently be submitted, and a statement as to the
relationship of the proposed use 1o any State or municipal plans or orders which may
have been adopted with respect to the use of such waters.

Acticle 11. The Licensee shall, for the conservation and development of fish and
wildlife resources, construct, maintain, and operate, or arrange for the construction,
maintenance, and operation of such reasonable facilities, and comply with such
reasonable modifications of the project structures and operation, as may be ordercd by the
Comniission upon its own motion or upon the recommendation of the Secretary of the
Interior or the fish and wildlife agency or agencies of any State in which the projectora
part thereof is located, after notice and opportunity for hearing.
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Article 12, Whenever the United States shall desite, in connection with the
project, to construct fish and wildlife facilities or to improve the existing fish and wildlife
facilities at its own expense, the Licensee shall permit the United States or its designated
ageney to use, free of cost, such of the Licensee's lands and interests in lands, reservoirs,
watenways and project works as may be reasonably required to complete such facilities or
such improvements thereof. Tn addition, after notice and opportunity for hearing, the
Licensee shall modify the project operation as may be reasonably prescribed by the
Commission in order to permiit the maintenance and operation of the fish and wildlife
fucilities constructed or improved by the United States under the provisions of this article.
This article shall not be interpreted to place any abligation on the United States to
construct or improve fish and wildlife facilities or to relieve the Licensee of any
obligation under this license.

Article 13. So far as is consistent with proper operation of the project, the
Licensce shall allow the public free access, to a reasonable extent, to project waters and
adjncent project lands owned by the Licensee for the purpose of full public utilization of
such lands and waters for navigation and for outdoor recreationa! purposes, including
fishing and hunting: Provided, That the Licensee may reserve from public access such
portions of the project waters, adjacent lands, and project facilities as may be necessary
for the protection of life, health, and property.

Articte 14, In the construction, maintenance, or operation of the project, the
Licensee shall be responsible for, and shall take reasonable measures 1o prevent, soil
erosion on lands adjacent to streams or other waters, stream sedimentation, and any form
of water of air poltution. The Cowmmission, upon the request or upon its own motion,
may order the Licensee to take such measures as the Commission finds to be necessary
for these purposes, after notice and opportunity for hearing.

Article 15, The Licensee shall consult with the appropriste State and Federal
agencies and, within one year of the date of issuance of this license, shall submit for
Commission approval a plan for clearing the reservoir area. Further, the Licensee shall
clear and keep clear to an adequate width lands along open conduits and shall dispose of
all temporary structures, unused timber, brush, refuse, or other material unnecessary for
the purposes of the project which results from the clearing of tands or from the
maintenance or alteration of the project works. In addition, alf trees along the periphery
of project reservoirs which may die during operations of the project shall be removed.
Upon approval of the clearing plan all clearing of the lands and disposal of the
unnecessary material shall be done with due diligence and 1o the satisfaction of the
authorized representative of the Commission and in accordance with appropriate Federal,
State, and local statues and regulations.
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Artigle 16. Timber on lands of the United State cut, used, or destroyed in the
construction and maintenance of the project works, or in the clearing of said lands, shall
be paid for, and the resulting slash and debris disposed of, in accordance with the
requirements of the agency of the United States having jurisdiction over said lands,
Paynient for merchantable timber shall be at current stumipage rates, and payment for
young growth timber below merchantable size shall be at current damage appraisal
values. However, the agency of the United States having jurisdiction may sell or dispose
of the merchantable timber to others than the Licensce: Provided. That timber so sold or
disposed of shall be cut and removed from the area prior to, or without undue interference
with, clearing opetations of the Licensee and in coordination with the Licensee's project
construction schedules. Such sale or disposal to others shall not relicve the Licensee of
responsibility for the clearing and disposal of all slash and debris from project lands,

Article 17. The Licensee shall do everything reasenably within its power, and
shall require its employees, contractors, and employees of contractors 1o do everything
reasonably within their power, both independently and upon the request of officers
of the agency concerned, to prevent, to make advance prepatations for suppression of,
and to suppress fires on the lands to be occupied or used under the license. The Licensec
shall be liable for and shall pay the costs incurred by the United States in suppressing
fires caused from the construction, operation, or maintenance of the project works ar of
the works appurtenant or accessory thereto under the license.

Article 18. The Licensee shall interpose no objection to, and shall in no way
prevent, the use by the agency of the United States having jurisdiction over the lands of
the United States affected, or by petsons or corporations oceupying tands of the United
States under penmnit, of water for fire suppression from any stream, conduit, or body of
water, natural or aniificial, used by the Licensee in the operation of the project works
covered by the license, or the use by said parnties of water for sanitary and domestic
purposes from any stream, conduit, or body of water, natural or artificial, used by the
Licensee in the operation of the project works covered by the license.

Article 19. The Licensce shall be liable for injury to, or destruction of, any
buildings, bridges, roads. trails, lands, or other propenty of the United States, occasioned
by the construction, maintenance, or aperation of the praject works or of the works
appurtenant or accessory thereto under the license. Arrangements to meet such liability,
cither by compensation for such injuty or destruction, or by reconstruction or repair of
damaged propesty, or otherwise, shall be made with the appropriate department or agency
of the United States.
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Article 20 The Licensee shall allow any agency of the United States, withowt
charge, to construct or perniit to be constructed on, through, and across those project
lands which are lands of the United States such conduits, chutes, ditches, railroads, ronds,
trails, telephone and power lines, and other routes or means of transportation and
communication as are not incounsistent with the enjoyment of said lands by the Licenses
for the pumposes of the license. This license shall not be construed as conferring upon the
Licensee any right of use. occupancy, or enjoyment of the lands of the United States other
than fur the consttuction, operation, and maintenance of the project as stated in the
License.

Article 21, 1n the construction and maintenance of the project, the location and
stundards of roads and trails on lands of the United States and other uses of lands of the
United States, including the location and condition of quarties, borrow pits, and spoil
disposal areas, shall be subject to the approval of the department or agency of the United
States having supervision vver the lands involved,

Article 22. The Licensee shall make provision, or shall bear the reasonable cost,
as detennined by the agency of the United States affected, of making provision for
avoiding inductive interference between ;ﬁy project transmission line or other project
facility constructed, operated, or nuintained under the license, and any radio installation,
telephone line, or other communication facility installed or constructed before or after
construction of such project transmission line or other project facility and owned,

operated, or used by such agency of the United States in administering the lands under its
jurisdiction.

Article 23. The Licensee shall make use of the Commiission's guidelines and other
recognized guidelines for treatment of transmission line rights-of-way, and shall clear
such portions of transmission line rights-of-way across lands of the United States as are
designated by the officer of the United States in charge of the lands; shall keep the areas
so designated clear of new growth, alf refuse, and inflammable material to the satisfaction
of such officer; shall trim all branches of trees in contact with or liable to contact the
transmission lines; shall cut and remove all dead or feaning trees which might fall in
contact with the transimission lines; and shall take such other precautions against fire ns
may be required by such officer. No fires for the burning of waste material shall be set
except with the prior written consent of the officer of the United States in charge of the
lands as to time and place.

Article 24. I the Licensee shall cause or suffer essential project property to be
removed or destroyed or to become unfit for use, without adequate replacement, or shall
abandon or discontinue good faith operation of the project or refuse or neglect ta comply

8-

with the terms of the license and the lawful orders of the Commission mailed to the
record address of the Licensee or its agent, the Commission will deem it to be the intent
of the Licensee to surrender the license. The Commission, after notice aml opportunity
for hearing, may require the Licensee to remove any oc all structires, equipment and
power lines within the project boundary and to take any such other action necessary to
restore the project waters, lands, and facilities remaining within the project boundary o a
condition satisfactory to the United States agency having jurisdiction over its lands or the
Conumnission's authorized representative, as appropriate, o o provide for the continued
aperation and maintenance of nonpower facilities and fulfitl such other obligations under
the license as the Commissian may prescribe. 1o addition, the Commission in its
discretion, aftec notice and oppurtunity for hearing, may also agree to the sunender of the
license when the Commission, for the reasons recited herein, deerns it to be the intent of
the Licensee to surrender the license.

Article 25. The right of the Licensee and of its successors and assigns to nse or
occupy waters over which the United States has jurisdiction, or lands of the United States
under the license, for the purpose of maintaining the project works or otherwise, shall
absolutely cease at the end of the license period, unless the Licensee has obtained a new
license pursuant to the then existing laws and regulations, or an annual ficense under the
terms and conditions of this license,

Article 26. The terms and conditions expressly set forth in the license shall not be
construed as impairing any tenms and conditions of the Federal Power Act which are not
expressly set forth hetein.
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United States Department of the Interior

O enngon b 2020 ECEIVE

NOY 2 9 199
EXXON VALDEZ OIL gpiLL

C. Walter Ebell, Esq. : TRUSTEE ¢
Jamin, Ebell, Bolger & Gentry OUNCIL

300 Mutual First Building
605 First Avenue
Seattle, WA 98104

Dear Walt:

This responds to your request for the Federal and State legal views
on how the covenants pertaining to the 0ld Harbor Native
Corporation (OHNC) fee lands purchased by the United States last
year relate to the proposed 0ld Harbor hydrcelectric project.
Since our previous conversations, you have confirmed with the
project sponsors that the Fish and Wildlife Service (FWS) was
correct in its determination that a majority of the facilities and
activities will take place on lands owned in fee by the United
States within the Kodiak National Wildlife Refuge, at least a
portion of which are subject to certain restrictive covenants
contained in the Warranty Deed from OHNC to the United States and
the Conservation Easement from OHNC to the State of Alaska, both of
which were executed on September 27, 1995. The remaining portion
of the project facilities will occur on lands owned by OHNC and the
City of 0ld Harbor.

Were this project to receive a license to proceed, there is no
doubt that the contemplated construction activities would violate
the restrictive covenants negotiated by OHNC to satisfy its concern
that the fee lands would be "maintained in their natural, pristine
state, 1in perpetuity, 1in accordance with the terms of the
Restrictive Covenant contained in the State Conservation Easements
and the Warranty Deeds...." See, Section S5.a. of the Agreement for
the Sale, Purchase and Dcnation of Lands and Interests in Lands
Between Old Harbor Native Corporation and the United States of
America, dated May 23, 1995 (Agreement).

Under the terms of Section II. (1) of the Warranty Deed and Section
a. of the State Conservation Easement, activities such as the
construction of buildings or fences and the manipulation or
alteration of natural water courses are generally prohibited. The
listed exceptions to these prohibitions, for refuge or conservation
research or management or for conveying information to the public
to protect public safety or natural resources, are inapplicable to
the proposed project. Furthermore, there is no clause in the
Warranty Deed or State Conservation Easement comparable to Section
3.(c) of the OHNC Conservation Easement which permits the Refuge
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Manager to  approve otherwise prohibited activities upon
determination that "they are compatible with the purposes of this
Easement . "

While the Warranty Deed sets forth nd process for approving such
activities, we have consulted with the U.S. Department of Justice,
and are all in agreesment that the three parties to the Purchase
Agreement and related conveyance instruments, OHNC, the State and
the United States, have the discretion tc act jointly to modify
these restrictive covenants as to a particular project if it is
compatible with the restoration and conservation purposes of the
Warranty Deed and the State Conservation Easement. We have not vet
concluded what format such an instrument would take, but we believe
that it must be suitable for recording in the Kodiak Island land
records. Additionally, both governments believe that the Trustee
Council should be consulted on any changes to these deeds, and
theilr concurrence obtained as long as the Council remains in
existence.

As the Department of the Interior’s February 22, 1996, letter to
the Federal Energy Regulatory Commission indicated, this project
necessitates the undertaking of certain fish, wildlife and habitat
studies to assess the impact of the proposed project. Any decision
by the State and the United States to consent to modifying the
restrictive covenants for this project remains subject to the
results of these studies and the outcome of the FERC licensing
process. Assuming that studies indicate the project will result in
no more than minor to negligible impacts to fish and wildlife
resources, that likely impacts can be successfully mitigated, and
that the project is deemed compatible with the purposes for which
the Kodiak National Wildlife Refuge was established and compatible
with the restoration and conservation purposes of the Warranty Deed
and State Conservation Easement, we would seek modification to the
restrictive covenants to permit this project with the concurrence
of the Trustee Council. Both the Alaska Department of Fish and
Game (ADF&G) and FWS would be pleased to work with the project
sponsor in designing the necessary studies.

The FWS is the lead for the Department of the Interior on issues
related to the studies and evaluations and judgments concerning
project impacts. Contact with FWS should be through Jay Bellinger,
the Refuge Manager. The ADF&G has the lead for the State. Their
contact person is Janet Kowalski, the Director of the Division of
Habitat and Restoration. Regina Sleater, Esg. of the DOI Alaska
Regional Solicitor’s Office, is representing the Department in the
FERC proceeding and questicns invelving that proceeding should be
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directed to her. In the meantime, we would be happy to work with
you and respond to any guestions you may. have pertaining to the oil
spill restoration program and the terms of the purchase agreements.
We trust that this letter is responsive to your concerns.

. Al
g%:?gasélTillery Barry N. Roth

Assistant Attornéy General Attorney-Adviser
Alaska Department of Law Conservation & Wildlife Division
Office of the Solicitor

Sincerely,

cc: Janet Kowalski, ADF&G
Jay Bellinger, FWS
Regina Sleater, Esqg., DOI
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! we’ll have that later todéy.

On the appraisal for Afognak Joint Venture, this is
going forward now, the draft appraisal is a little bit behind
schedule, however, it’'s expected that the final appraisal will
be close to being on time which is in late December. And we're
hoping to have a -- depend;ng on comments back from the 3
landowner we’re hoping to have a final appraisal sometime in
January on that.

I also wanted to call your attention, and you should
have a copy of this document, of a letter to Walt Ebell from
Craig Tillery and Barry Roth and this is regarding a request
for a hydroelectric project on 0ld -- formerly Old Harbor
| Native Corporation fee lands that were purchased by the United
States. And Craig is here.....

MS. R. WILLIAMS: It was handed out this

morning.

MS. McCaMMON: I

T

was handed out this morning,
so 1t’s not 1n your packet.

MS. D. WILLIAMS: Mr. Chairman, do we have that

ners in Anchorage, do you know?
MS. R. WILLIAMS: Yes.
MS. McCAMMON: You should.
CHAIRMAN TILLERY: Can you locate 1it? |

MS. D. WILLIAMS: We'll try.

T
-
[t

CHAIRMAN TILLERY: The project -- proposal

22
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by Old Harbor 1is t©o do a hvdroelectric project in a stream tha:s
comes down essentially througn the village, I believe, between
the old and new villages. &And it would move water from one
stream into a different drainags and would generate
nydrcelectric power and it wculd replace oil -- for ths most
part, oll burning, I believs it’'s oil burning generators righ:
now. There are currently some studies being conducted to
determine the impacts on natural resources and other potential
impacts.

The problem that has come up with this is this 1s on
fee land that has been purchased by the Trustee Council under
the terms of the purchase that that use of the land would.noz
be parmissible. Had it been on the conservation easement lands
it wculd have been bacause of the way the easement was drafted
with the concurrence of the rs=fuge manager. But becauss it's
on f22 lands it’s not permissible and there’s no way in which
it sort of can be done through those terms by any kind of
reviaw or anything like that. So the proposal would be to
amend the -- I guess it would be to amend the deeds in this
instance to permit this particular project.

That is what 1s contemplated and would be legally
parm.ssible the way we hava structured these acqulsitions
because each of the -- when -- the Trustee Council does not
acquire these lands, the Trustee Council gives mon2y to

govsrnment agencles to

jH)

cquire them and after that, subjsct to
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the deseds or the conservation easements, those
agencies manage the lands. However, there is nothing that

would prohibit those agencies from changing the terms under

~which that land had been taken. However, the Department -- and

the State of Alaska and Department of Interior are sort of the

'

relevant agencies to this and it was our view and certainly has :

been discussed, I believe, with other Trustees that even though
the Trustee Council doesn’t have a role, a legal role, in
making such changes that it should have a role at least as long
as the Trustee Council is in existence.

Therefore, a response was sent back to the proponents
of this project indicating that any modification would first
have to be considered by the Trustee Council and concurred in
by the Trustee Council so long as it does remain in existence.
Again, it's not a legal requirement but it’s one that at least
thas=2 agencies, the State and Department of Interior, would
intend to abide by.

Any questions apout this process.

MR. WCOLFE: You know, Mr. Chairman, this
ouzzlas me a little bit because I thought the intent was that

WZ W

1]

re putting these proparties basically into a protective --
or status 1n perpetulty subject to the conditions of ths
purchase agreement. And a change from that, I didn’t think the
agency had the authority to go away from that unless we all

agrzed or some provision was made to allow for that.
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CHAIRMAN TILLERY: No, legally the agsncies --
ths governments can’t change th0se agreements, they are the
partiss in interest on those agreement, they are the signators

(sic) to those agrzements.

1

M. WOLFZ: Okav.

24

CHAIRMAN TILLERY: They can just make the
changes but as sort of as a matter of comedy it would seem
appropriate, as long as the Trustee -- and you would want it
that way because the Trustee Council will not be in existence
forever. .. ..

MR. WOLFE: I understand that.

CHAIRMAN TILLERY: ..... and therefore ---and
things will change and you will want to be able to adapt thoss
so for that reason we built -- as many protections as possibl=a
have be=n built in into each of these. There are covenants in
the deeds that would restrict activities, there are
cons=2rvation easz2ments given to the other government, tnsrs ars
covenants that run to the land -- the original landownsr, so
there’s about as many protections as we can do, but when
everybody agrees that it would be appropriate to make a
change.. ...

MR. WOLFE: Okay. No problem.

CHAIRMAN TILLERY: ..... then that is what this
process is all about.

MR. WOLF

(&3]

Okay. And I guess my quastion

r.)
(PR}



then, my follow-up gquestion to that would be that w= do have
the other protective covenants in place, do we not? Is there
not a conservatlion easement to the other government back in
this case?

CHAIRMAN TILLERY: That is correct.

MR. WOLFE: And so if the owning agency or the
managing agency decided to do something in this case w;thout
concurrence from the other involved, at least the other
government, it would trigger that conservation easement, would ;
it not?

CHAIRMAN TILLERY: That'’s correct.

MR. WOLFE: Okay.

MR. ROTH: Mr. Chairman.

CHAIRMAN TILLERY: Mr. Roth.

MR. ROTH: Yes, it would take the conssnt, in
this case, c¢f the other government for its easement, 1t would
also take the consent of thes grantor, in this case 0ld Earbor
Native Corporation, would all have to agree it’'s apprépriate.

I also want to clarify that the 0ld Harbor that’'s proposing theé
i

project, the hydroelectric project, is not the Native

corporation from whom w2 brought the land, it’s the municipal

entity of 0ld Harbor, so it's not that 0ld Harbor cam= to

ot
n

themselves -- they came to us, their council approached us but
it was in the context of the2 village not in context of the

corporation that ws dzalt with, so it’'s a slightly differen:
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antity, but we can only reform the deeds with the consanc of

both governments and the grantor there. And at this point this

is primarily information because neither the State nor the
Federal agencies who are looking -- who are doing the studies
and looking at the results of those.studies yet, without the
results can even make a recommendation whether it would be
environmentally favorable to do this.

CHAIRMAN TILLERY: Mr. Hines.

MR. HINES: Mr. Chairman, the letter does
mention that there’s a necessity to undertake certain studies

to determine the potential impacts on fish, wildlife and the

" habitat, when do you anticipate or when -- do we have an idea

- 0of when these studies will be concluded?

CHAIRMAN TILLERY: Janet, you’'re the.....
MS. KOWALSKI: No, not really at this point,

1t’s just too early in the process to be able to give an

s definitive answer.
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MR. HINES: So what next in the process?

CHAIRMAN TILLERY: My understanding i1s that
thess studies are ongoing and they are being done right now and
I deon't know when they will be completed though. The next
step, as I understand the process, 1s that there will be -- the
studies will be completed and then they will go to the various
agsncies essentially to get their views and decision of whether

it's appropriate and then it’1ll come back. As I understand it
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it would come back to the governments, the governments would
" sort of make a decision, they would look to the Council for
concurrence and if all worked, then we would reform the deeds
~and the conservation easement as required.
Mr. Roth.

MR. ROTH: Mr. Chairman, except since the -- w=
} would -- assuming it was denied, we would only do that
reformation after the FDRC license was granted and'incofporated
the necessary terms and conditions or safeguards that was felt,\
f so it would be some time before, my guess is, that the end
f result of reformation could be before the Council and I would
i expect the earliest the studies would be completed this coming é
field season, but again like ADF&G, I don’t have any particular’
i knowledge of the exact status at this point.

CHAIRMAN TILLERY: Are there any further
guestions about the 0ld Harbor Project? Ms. McCammon.
MS. McCAMMON: Thank you, Mr. Chairman, in the

ﬁ small parcel portion of the Habitat Protection Program‘there
are two parcels that have had appraisals reviewed and approved
that will be before you for possible action today, and we can
talk about those later on the agenda, but they’re Prince
5 William Sound 11, Horseshoe Bay and KAP 114, which is the
% Johnson parcel on Kodiak Island.
In addition staff have been doing some of the

przliminary work to respond to your request for a longer term
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RESOLUTION OF THE
EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
REGARDING ONE 10-ACRE PARCEL
KAP 2069
We, the undersigned, duly authorized members of the Exxon Valdez Oil Spill Trustee
Council (“Trustee Council”), after extensive review and after consideration of the views of the

public, find as follows:

1.a. Inits resolution of December 11, 1995, the Trustee Council agreed to provide
funding of up to $1,000,000 for the acquisition of lands held by the Kodiak Island Borough at key
waterfront locations along Uyak Bay within the Kodiak National Wildlife Refuge as a result of
forfeitures for tax delinquency. On June 8, 1998, the Council by motion designated these
inholdings as parcels meriting special consideration by virtue of their location within the
boundaries of a large parcel of land purchased from Koniag Inc. with Council funding.

b. Inits motion of June 8, 1998, the Trustee Council also agreed to authorize funding of
up to $645,000 from the previously dedicated $1,000,000 for the purchase of privately owned
approximately 10-acre parcels conveyed by the Larsen Bay Tribal Council (“Tribal Council) to
tribal members. This motion designated these inholdings as parcels meriting special consideration
by virtue of their location within and adjacent to the boundaries of a large parcel acquisition of
land purchased from Koniag, Inc. with Trustee Council funding.

c. Subject to funding by the Trustee Council, the present owner of a certain parcel
formerly conveyed by the Tribal Council to its members, and the U.S. Fish and Wildlife Service
are negotiating an agreement to sell and purchase, respectively, one such parcel. This parcel and
its respective approved appraised value is identified as follows:

EVOS Parcel Legal Description Size Appraised
KAP# Owner Twp, Rng, Sec-Lot Value
2069 Johnson, James 31S 28W 5-15 10 acres $12,000

d. An appraisal totaling $12,000.00 for this parcel comprising about 10 acres has been
approved by the Federal review appraiser.
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e. As set forth in Attachment A, if acquired, this parcel has attributes which will restore,
replace, enhance and rehabilitate injured natural resources and the services provided by those
natural resources, including providing habitat for bird species for which significant injury resulting
from the spill has been documented, providing key marine access for subsistence and recreational
uses on the surrounding public lands.

2. Existing laws and regulations, including but not limited to the Alaska Forest Practices
Act, the Anadromous Fish Protection Act, the Clean Water Act, the Alaska Coastal Management
Act, the Bald Eagle Protection Act and the Marine Mammals Protection Act, are intended, under
normal circumstances, to protect resources from serious adverse affects from logging and other
development activities. However, restoration, replacement and enhancement of resources injured
by the Exxon Valdez oil spill present a unique situation. Without passing on the adequacy or
inadequacy of existing law and regulation to protect natural resources and service, biologists,
scientists and other resource specialists agree that, in their best professional judgment, protection
of habitat in the spill affected area to levels above and beyond that provided by existing law and
regulation will have a beneficial effect on the recovery of injured resources and lost or diminished
services provided by these resources;

3. There has been widespread public support for the protection of small parcels; and

4. The purchase of small parcels is an appropriate means to restore a portion of the
injured resources and services in the oil spill area.

THEREFORE, we resolve to provide funds for the United States Fish and Wildlife
Service to offer to purchase and, if the offer is accepted, to purchase all of the seller’s rights and
interest in the parcel; and to provide funds necessary for closing costs recommended by the
Executive Director of the Trustee Council (“Executive Director”) and approved by the Trustee

Council and pursuant to the following conditions:

(a) the amount of funds (hereinafter referred to as the “Purchase Price”) to be provided by
the Trustee Council to the United States shall be the final approved appraised value of the parcel,
identified above, totaling $12,000.00;

(b) authorization for funding for the foregoing acquisition shall terminate if the purchase
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agreement is not executed by December 30, 2001;

(c) filing by the United States Department of Justice and the Alaska Department of Law of
a notice(s), as required by the Third Amended Order for Deposit and Transfer of Settlement
Proceeds, of the proposed expenditure with the United States District Court for the District of
Alaska and with the Investment Fund established by the Trustee Council with the Alaska
Department of Revenue, Division of Treasury (“Investment Fund™), and transfer of necessary
monies from the Investment Fund to the United States;

(d) atitle search satisfactory to the United States and the State of Alaska is completed by
the acquiring government and the Seller is willing and able to convey fee simple title by warranty
deed, or by limited warranty deed acceptable to the U.S. Department of Justice and the Alaska
Department of Law;

(e) no timber harvesting, road development or any alteration of the land is to be initiated
on the land without the express agreement of the acquiring government prior to purchase;

(f) a hazardous materials survey satisfactory to the United States and the State of Alaska

is completed;
(g) compliance with the National Environmental Policy Act; and

(h) a conservation easement satisfactory to the U.S. Departments of Justice and the
Interior and the Alaska Department of Law shall be conveyed by the seller to the State of Alaska.

It is the intent of the Trustee Council that any facilities or other development on the
foregoing small parcel after acquisition shall be of limited impact and in keeping with the goals of
restoration and that there shall be no commercial timber harvest nor any other commercial use of
the small parcel excepting such limited commercial use as may be consistent with applicable state
or federal law and the goals of restoration to pre-spill conditions of any natural resource injured,
lost, or destroyed as a result of the EVOS and the services provided by that resource or
replacement or substitution for the injured, lost or destroyed resources and affected services as
described in the Memorandum of Agreement and Consent Decree between the United States and
the State of Alaska entered August 28, 1991 (“MOA”) and the Restoration Plan as approved by

the Trustee Council (“Restoration Plan”).
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By unanimous consent and upon execution of the purchase agreement between the seller
and the United States and written notice from the Executive Director that the terms and
conditions set forth herein and in the purchase agreement have been satisfied, we request the
Alaska Department of Law and the Assistant Attorney General of the Environment and Natural
Resources Division of the U.S. Department of Justice to take such steps as may be necessary for
withdrawal of the Purchase Price for the above referenced parcel from the appropriate account
designated by the Executive Director.
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Approved by the Council at its meeting of May 3, 2001 held in Juneau and Anchorage, Alaska, as
affirmed by our signatures affixed below.

DAVE GIBBONS CRAIG TILLERY

Supervisor, Chugach National Forest Assistant Attorney General
USDA Forest Service State of Alaska

DAVID B. ALLEN JAMES BALSIGER

Director, U.S. Fish and Wildlife Service Director, Alaska Region

U.S. Department of the Interior National Marine Fisheries Service
FRANK RUE MICHELE BROWN
Commissioner Commissioner

Alaska Department of Alaska Department of

Fish and Game Environmental Conservation
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ATTACHEMNT A
Benefits Report

and Map
Parcel ID: James J. Johnson 10-acre parcel
EVOS Parcel Number KAP 2069
USFWS Parcel Number 77b
Rank: N/A Acreage: 10+ Agency Sponsor: USFWS
Estimated Value: $12,000
Location: Browns Lagoon

Fractional SWY.NWYSEY4, NEUSEY:SWY4,
Sec.5,T.31S,,R. 28 W, Seward Meridian

Landowner/Agent: James Johnson
Address: P.O.Box 16
Larsen Bay Alaska 99624

Pursuant to the Alaska Native Claims Settlement Act, certain regional and village Native
corporation were organized under Alaska law, including the village corporation for Larsen Bay,
Nu-Nachk-Pit, Inc., and the regional corporation Koniag, Inc. In October 1980, these
corporations, among others signed a plan of merger which provided that the corporations would
merge into Koniag, Inc. and Koniag would receive all the village corporation real estate selection
rights and conveyances. Pursuant to the Plan of Merger, Koniag quit-claimed its interest in
certain land to Larsen Bay Tribal Council for the benefit of Tribal members. LBTC subsequently
deeded small parcel of about 10 acres to each individual tribal member. A number of these
private parcels have been acquired with EVOS funds at fair market value.

This property lies along the western shore of Brown’s Lagoon about seven miles east of the
village of Larsen Bay on western Kodiak Island. A portion of the parcel is bounded on the east
by Uyak Bay. The parcel is also bounded on the east by a private parcel in the process of being
acquired with EVOS funds. Lands on the west and south boundaries of the parcel are retained by
LBTC. The parcel is encompassed within lands purchased from Koniag by the USFWS in
September 1998 as part of the Koniag large parcel acquisition funded by the Exxon Valdez Oil
Spill Trust Council, which was classified as “High” value by the EVOS staff. The lands have

excellent access from Uyak Bay.

Browns Lagoon provides important habitat for a number of wildlife species. A bald eagle nest is
located within this parcel. The lagoon provides important eagle foraging habitat. High densities
of pigeon guillemots use the lagoon year round, and nest in the small hillsides along the lagoon.
Large numbers of black oystercatchers use the shoreline of the parcel. A variety of sea ducks
including golden eye, harlequin ducks, and surf scoters also commonly use the lagoon.




There is a cabin near this parcel as well as numerous other cabins and developments on lands
throughout Uyak Bay. Cabins are mainly used for recreational and subsistence hunting and
fishing. These sites have significant potential for expansion into more intrusive development.
Several commercial lodges operate in Uyak Bay, providing heir clients with opportunities for
hunting, fishing, kayaking, wildlife viewing and other ecotourism. Continued development in
this area could further adversely impact water quality and fish and wildlife habitat. The
acquisition of this parcel will help to preserve the wildlife, habitat, wilderness, recreational, and
subsistence restoration benefits of the surrounding Koniag large parcel acquisitions and enhance

sound natural resource management.
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RESOLUTION OF THE :

EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
REGARDING SMALL PARCEL KEN 294

We, the undersigned, duly authorized members of the Exxon Valdez Oil Spill Trustee

Council ("Council"), after extensive review and after consideration of the views of the public, find as
follows:

1. The Conservation Fund has purchased the Elliott small parcel, KEN 294, in anticipation
that it will sell the parcel to the State of Alaska for $78,000;

2. An appraisal of the parcel approved by the state review appraiser; determined that the fair
market value of the parcel is $78,000; |

3. As set forth in Attachment A, Restoration Benefits Report for KEN 294, if acquired, this
small parcel has attribgtes which will restore, replace, enhance and rehabilitate injured natural resources
and the services provided by those natural resources, including important habitat for several species of fish
and wildlife for which significant injury resulting from the spill has been documented. Acquisition of this
small parcel will assure protection of approximately 19.84 acres including approximately 1,282 feet of
linear shoreline along the Anchor River. The parcel contains riparian and upland habitats of varying slope
that support vegetative species such as, willow, alder, spruce, birch and cottonwood trees. These terrestrial
habitats provide structure to the riverbank and cover for the river, thereby protecting streambed substrates
and the hydrological properties most important to high quality fish habitat. The river corridor in this area
provides habitat essential to the production of Pacific salmon, steelhead trout and anadromous Dolly
Varden. This section is particularly important to rearing juvenile fish of all species throughout the year,
and over wintering adult steelhead trout and Dolly Varden, as well as spawning chinook salmon. This area
also serves as a major migratory corridor each year for thousands of adults of all species attempting to
reach upstream spawning grounds. In sum, this parcel is considered to possess fish habitat of exceptional
quality important to the life cycle requirements of all fish species indigenous to the Anchor River.

4, Existing laws and regulations, including but not limited to the Alaska Forest Practices Act,
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the Alaska Anadromous Fish Protection Act, the Clean Water Act, the Alaska Coastal Management Act,
the Bald Eagle Protection Act and the Marine Mammal Protection Act, are intended, under normal
circumstances, to protect resources from serious adverse effects from activities on the lands. However,
restoration, replacement and enhancement of resources injured by Exxon Valdez oil spill (“EVOS") present
a unique situation. Without passing judgment on the adequacy or inadequacy of existing law and
regulations to protect resources, scientists and other resource specialists agree that, in their best
professional judgment, protection of habitat in the spill area to levels above and beyond that provided by
existing laws and regulations will have a beneficial effect on recovery of injured resources and lost or
diminished services provided by these resources;

5. There has been widespread public support for the acquisition of lands within Alaska as
well as on a national basis;

6. The purchase of this parcel is an appropriate means to restore a portion of the injured
resources and services in the oil spill area. Acquisition of this parcel is consistent with the Final Restoration
Plan;

7. The purchase of small parcels is an appropriate means to restore a portion of the injured
resources and services in the oil spill area.

THEREFORE, we resolve to provide funds for the State of Alaska to purchase all the
seller’s rights and interests in the small parcel KEN 294 and to provide funds necessary for closing costs
recommended by the Executive Director of the Trustee Council (“Executive Director”), and approved by
the Trustee Council and pursuant to the following conditions:

(a) the amount of funds (hereinafter referred to as the “Purchase Price”) to be provided by the
Trustee Council to the State of Alaska shall be seventy-eight thousand dollars ($78,000) for small parcel
KEN 294;

(b) authorization for funding for any acquisition described in the foregoing paragréph shall

terminate if a purchase agreement is not executed by September 1, 2002;
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(©) filing by the United States Department of Justice and the Alaska Department of Law of a
notice, as required by the Third Amended Order for Deposit and Transfer of Settlement Proceeds, of the
proposed expenditure with the United States District Court for the District of Alaska and with the
Investment Fund established by the Trustee Council within the Alaska Department of Revenue, Division
of the Treasury (“Investment Fund™), and transfer of the necessary monies from the Investment Fund to
the State of Alaska Department of Natural Resources;

d a title search satisfactory to the State of Alaska and the United States is completed, and the
seller is willing and able to convey fee simple title by warranty deed;

(e) no timber harvesting, road development or any alteration of the land will be :mitiated on
the land without the express agreement of the State of Alaska and the United States prior to purchase;

® a hazardous materials survey satisfactory to the State of Alaska and United States is
completed,

(2 compliance with the National Environmental Policy Act; and

(h) a conservation easement on parcel KEN 294 shall be conveyed to the United States which
must be satisfactory in form and substance to the United States and the State of Alaska Department of Law.

It is the intent of the Trustee Council that the above referenced conservation easement will provide
that any facilities or other development on the foregoing small parcel shall be of limited impact and in
keeping with the goals of restoration, that there shall be no commercial use except as may be consistent

with applicable state or federal law and the goals of restoration to prespill conditions of any natural

resource injured, lost, or destroyed as a result of the EVOS, and the services provided by that resource or

replacement or substitution for the injured, lost or destroyed resources and affected services, as described
in the Memorandum of Agreement and Consent Decree between the United States and the State of Alaska
entered August 28, 1991 and the Restoration Plan as approved by the Trustee Council.

By unanimous consent, following execution of the purchase agreement betweén the seller

and the State of Alaska and written notice from the Executive Director that the terms and conditions set
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forth herein and in the purchase agreement have been satisfied, we request the Alaska Department of Law
and the Assistanti Attorney General of the Environment and Natural Resources Division of the United States
Department of Justice to take such steps as may be necessary for withdrawal of the Purchase Price for the
above-referenced parcel from the appropriate account designated by the Executive Director.

Such amount represents the only amount due under this resolution to the sellers by the State of
Alaska to be funded from the joint settlement funds, and no additional amounts or interest are herein

authorized to be paid to the sellers from such joint funds.
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Approved by the Council at its meeting of May 3, 2001 held in Juneau and Anchorage, Alaska, as

affirmed by our signatures affixed below:

DAVE GIBBONS
Supervisor, Chugach National Forest
USDA Forest Service

DAVID B. ALLEN
Director, U.S. Fish and Wildlife Service
U.S. Department of the Interior

FRANK RUE
Commissioner

Alaska Department of
Fish and Game

Attachments:

Attachment A - Restoration Benefits Report
Attachment B — Vicinity Map

CRAIG TILLERY
Assistant Attorney General
State of Alaska

JAMES BALSIGER
Director, Alaska Region
National Marine Fisheries Service

MICHELE BROWN
Commissioner

Alaska Department of
Environmental Conservation
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Attachment A: Benefits Report
KEN 294, Elliott Parcel

Acreage: 19.84 acres Sponsor: ADF&G Appraised Value: $78,000

Location: The parcel is locate at Mile 160 of the Sterling Highway, approximately 3 miles south of
Anchor Point, Anchor Point, Alaska and is intersected by the Anchor River.

Parcel Description. The parcel is mostly level with the Anchor River bisecting it in a generally east west
direction. The parcel contains riparian and upland habitats of varying slope that support vegetative species
such as, willow, alder, spruce, birch and cottonwood trees. Natural drainages meander through the parcel and
keep some areas relatively wet, providing evidence that some of these areas are likely locations of former
riverbed.

Restoration Benefits. These terrestrial habitats provide structure to the riverbank and cover for the river,
thereby protecting streambed substrates and the hydrological properties most important to high quality fish
habitat. The river corridor in this arca provides habitat essential to the production of Pacific salmon,
steelhead trout and anadromous Dolly Varden. This section is particularly important to rearing juvenile fish
of all species throughout the year, and over wintering adult steelhead trout and Dolly Varden, as well as
spawning chinook salmon. This area also serves as a major migratory corridor each year for thousands of
adults of all species attempting to reach upstream spawning grounds. Additionally, maintenance of quality
habitat at Anchor River is important to anadromous Dolly Varden throughout the Lower Kenai Peninsula.
Tagging studies have demonstrated that spawning and rearing Anchor River Dolly Varden are highly
migratory and contribute to populations that inhabit Deep Creek, Ninilchik River, and other Kachemak Bay
tributaries. In sum, this section is considered to currently possess fish habitat of exceptional quality that is
important to the life cycle requirements of all fish species indigenous to the Anchor River. The fish species
mentioned above support fisheries that are important to the Kenai Peninsula. The Anchor River supports an
average of approximately 28,000 angler days of fishing effort each year. The parcels being considered are
adjacent to or near the Sterling Highway and therefore possess high recreational value. Population growth
and changes in land use activities on the Lower Kenai Peninsula has lead to increased stream-side
development. Consequently, the overall value of these parcels on the Anchor River are important to
maintaining quality fish habitat and recreational opportunity on the Kenai Peninsula.

In addition to fish values, the subject property was recently discussed by the Moose Mitigation Trust as a
priority for acquisition because of it's value to wildlife, especially moose.

The Anchor River provides important habitat for several species of wildlife. Waterfowl like Mallards,
Harlequins, mergansers and teal all use the Anchor River. Most if not all wildlife that occur on the lower
peninsula utilize this riparian area. Mink, river otter, and beaver are common residents of this area. Black
and brown bears migrate through in search of salmon or other foods. Generally the dense understory provide
secure cover for travel and protection from human disturbance.

Moose occur throughout the region and especially in the riparian areas year round. During spring, summer
and fall moose utilize riparian areas for feeding, rearing young and thermal protection from hot summer days.
During winter moose concentrate to the riparian areas because of the available browse and relatively lower
snow depth. During winters with deep snow moose tend to congregate in higher densities on the lower
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stretches of this river. For example, in 1992 a late winter survey showed that this section of river contained
over 14 moose per square mile.

The Department of Fish and Game places a high value on this parcels for public access. On the South Fork
of the Anchor River, small private parcels comprise nearly all of the land from the vicinity of the North and
South Forks confluence at approximately MP 157 on the Sterling Highway upstream to about MP 164.

Potential Threats. The parcel is already subdivided and has potential for residential/recreational use. The
appeal of the parcel is enhanced by its Anchor River frontage in an area popular for dolly varden and
stecthead sportfishing.

Appraised Value. The appraised value of this parcel is $78,000. The parcel is currently part of a subdivision
and includes 6 subdivided lots. The highest and best use of these lots is speculative holding, combined vacant,
for future sale or development as economic conditions dictate feasible.

Proposed Management. The purpose of acquisition is to preserve and protect in perpetuity the ecological,
natural, physical and scenic values of the subject property for the benefit of fish and wildlife resources and
services that were injured in the Exxon Valdez oil spill. ADF&G will manage this parcel. The parcel will
probably be classified Habitat/Public Recreation Land.”

Public Comment. Support for acquisition of this parcel was expressed by representatives of Trout
Unlimited, Alaska Fiy Fishers, and the Alaska Sportfishing Association citing concerns regarding access in
this stretch of the river.
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Exxon Valdez Oil Spill Trustee Council

645 G Street, Suite 401, Anchorage, AK 99501-3451  907/278-8012 fax:807/276-7178

MEMORANDUM

TO: Trustee Council

RE: Status of Project 99514 / Lower Cook Inlet Waste Management
Plan

DATE: April 23, 2001

In FY 99 the Trustee Council funded the Alaska Department of Environmental
Conservation to prepare a plan to reduce marine pollution from land-based
sources near the lower Cook Inlet communities of Port Graham, Nanwalek, and
Seldovia. The project was patterned after similar Council projects in the Prince
William Sound and Kodiak regions, which focused on environmental hazards
such as used oil, household hazardous wastes, and runoff from solid wastes.

For a number of reasons, completion of the plan has been substantially delayed,
but we have recently agreed to a new schedule for its completion (see attached).
Following technical review of the plan by the Chief Scientist (expected mid-May),
a proposal to implement the plan will be prepared for the Trustee Council's
consideration (expected early June). The sum of $800,000 for plan
implementation has been included in the Council's spending projections since FY
99 when the plan itself was funded.

In order for plan implementation to begin in FY 02 (i.e., spring/summer 2002),
legislative authorization to receive this large capital appropriation is necessary.
Because the deadline had passed for ADEC to request an amendment to the
state's FY 02 capital budget for such authorization, | contacted Senator
Torgerson, who agreed to sponsor the amendment. Senator Torgerson's
amendment would authorize the Alaska Department of Community and
Economic Development to receive $800,000 in EVOS funds for a named
recipient grant to the Chugach Regional Resources Commission for lower Cook
Inlet waste management. The capital budget is currently under active
consideration by the legislature, and should be voted on by May 8.

Should this amendment be approved by the legislature, none of the $800,000
could be spent unless the Trustee Council first approves a waste management

Federal Trustees State Trustees
U.S. Department of the Interior Alaska Department of Fish and Game
U.S. Department of Agriculture Alaska Department of Environmental Conservation
MNational Gceanic and Atmospheric Administration Alaska Department of Law




proposal. Ideally we would have sought legislative authorization after Council
approval, but because of the particular timing of the legislative and Council
funding cycles, waiting until next legislative session to request authorization
would have delayed implementation of the project an additional year.

Proposed Motion:
Approve Chugach Regional Resources Commission to be the named recipient of

a future grant for implementing a waste management plan for lower Cook Inlet.
A detailed proposal of how the funds will be spent will be presented to the
Trustee Council at a later date.
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Exxon Valdez Oil Spill Trustee Council

645 G Street, Suite 401. Anchorage. AK 99501-3451  907/278-8012 fax:907/276-7178

MEMORANDUM

TO: Marianne See/ADEC, Patty Brown-Schwalenberg/CRRC, Sarah Ward/CRRC,
Sandra Schubert/EVOS

FROM: Molly M€ m
Executive or

RE: Lower Cook Intet Waste Management Plan Schedule

DATE: April 18, 2001

| thought it would be useful for all of us to have a copy of the schedule we agreed to at today's
meeting. The schedule covers finalization of the waste management plan and development of
a proposal to implement the plan.

Completion Date Tasks Who
Thursday, Aprii 19 YContact key legislators about authorization in Molly McCammon
capital budget or commitment to bring up at LB&A
i{]F?repare project summary for legislative use Marianne See
ASAP if needed Trustee Council meet to approve CRRC as grantee
Monday, April 23 Complete redraft of plan Marianne See
Tuesday, April 24 Deliver plan to RO (1st thing) Marianne See
gr;(ijdstreak plan to communities RO (Brenda)
Wednesday, May 2 Deadline for comments from communities
Monday, May 7 Incorporate comments as necessary and submit ~ Marianne See
for peer review
Tuesday, May 15 Complete peer review Bob Spies
Friday, June 1 Submit proposal for implementation funding Marianne See/CRRC
early June Trustee Council meet to approve funding proposal;

funding will be contingent on CRRC hiring a project
coordinator, resolutions from communities committing
to O&M of any equipment, final approval by ED

Federal Trustees State Trustees
U S. Decariment of the Interior Alaska Department of Fish and Game
U S Decartment of Agniculture Alaska Department of Enviranmental Conservation
saneral Qceanic ard Almesprerc Admmstration Alaska Department of Law
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Molly McCammon

'Executive Director

Exxon Valdez Qil Spill Trustee Council
645 G Street, Suite 401

Anchorage, Alaska 99501

Fax: (907) 276-7178

Ms. McCammon,

I am a member of the village of Karluk; I want to have it on record that
I do not want EVOS or anyone else to purchase, permanently acquire,
or lease our 1860 acres of land on and around Karluk, Sturgeon River, -
Grants Lagoon, and Halibut Bay areas.

//é}f?@;;m ! gl s S P TR

( Print Name )~

ééym@w //ffZ?é“ ' -2 -0/

( Sign Name ) : { Date)
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Molly McCammon

'Executive Director

Exxon Valdez Oil Spill Trustee Council
645 G Street, Suite 401

Anchorage, Alaska 99501

Fax: (907) 276-7178

Ms. McCammon,

1 am a member of the village of Karluk; 1 want to have it on record that
I do not want EVOS or anyone else to purchase, permanently acquire,
or lease our 1860 acres of land on and around Karluk, Sturgeon River,
Grants Lagoon, and Halibut Bay areas.

Melods O)Q/l} ch&ho\c(

( Print Name )

, \
&L@Q@&a% 5-29-01
( Sign Name ) { Date)
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Molly McCammon
"Executive Director

Exxon Valdez Oil Spill Trustee Council
645 G Street, Suite 401

Anchorage, Alaska 99501

Fax: (907) 276-7178

Ms. McCammon,

I am a member of the village of Karluk; 1 wavt to have it on record that
I do not want EVOS or anyone else to purchase, permanently acquire,
or lease our 1860 acres of land on and around Karluk, Sturgeon River,
Grants Lagoon, and Halibut Bay areas.

A ool

( Print Name )

: 4-f-0/f

( Sign Name) ( Date)
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Molly McCammon

‘Executive Director

Exxon Valdez Oil Spill Trustee Council
645 G Street, Suite 401

Anchorage, Alaska 99501

Fax: (907) 276-7178

Ms. McCammon,

I am a member of the village of Karluk; I want to have it on record that
I do not want EVOS or anyone else to purchase, permanently acquire,
or lease our 1860 acres of land on and around Karluk, Sturgeon River,
Grants Lagoon, and Halibut Bay areas.

ﬁf;ﬁm 420 e Ad i T ar LI

( Print Name)

Zzé‘?ﬁ -2y %Ld.ifjm é/"- /D ""f'?/

( Sign Name ) ( Date)
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Molly McCammon

Executive Director

Exxon Valdez Oil Spill Trustee Council
645 G Street, Suite 401

Anchorage, Alaska 99501

Fax: (907)276-7178

Ms. McCammon,

1 am a member of the village of Karluk. I want to have it on record that
I do not want EVOS or anyone else to purchase or permanently acquire
our 1,860 acres of land.

Ayne R Wihite

Print Name

A = -4 - 206!

Sign Name Date
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