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March 11, 1977

Representative Terry Gardiner
Chairman, House Judiciary Committee
Pouch V. Mail Stop No. 3100
Juneau, Alaska 99811

DearJ>x£

The Southeastern Conference wishes to express their appreciation
to you for your interest and efforts in sponsoring legislation of
economic importance to Southeast Alaska and those other communities
needing support in the development of hydro and other water resource
development.

As requested in our meeting held March 1, 1977, we are submitting
back up material for the proposed changes in the Water Resources
Revolving Loan Fund Act. Enclosed are the suggested changes in the
Statutes and proposed appropriations for the next fiscal year, in—
cluding a revised summary of funding requirements for FY 1978.

Very/ truly yours,

James R. Eide
President

JRE/jr

enclosures

President J™e? R- Eide

Firstvice President William Macomber
Second Vice President John Halliwell

An Association of Southeast Alaska Communities



PROPOSED AMENDMENTS

WATER RESOURCES REVOLVING LOAN FUND ACT

Sec. 45.86.010. There is established a separate fund, The Water
Resources Revolving Loan Fund. Loans from this fund are to be used
to develop and conserve in the public interest the water resources of
Alaska, using State revenues from the Alaska Permanent Fund (mineral
development).

Sec. 45.86.040 (b) is repealed and re-enacted to read:

Sec. 45.86.040 (b) The department shall forward all loan applications
it recommends for approval to the Water Resources Revolving Loan Fund
Committee established with the department and made up of the commissioner
or his deputy, the director of division of energy and power development,
and the director of division of business loans.

Sec. 45.86.060 shall be added as follows:

Sec. 45.86.060. CONDITIONS APPLICABLE TO PROJECT LOANS, (@) The
term of the loan shall not exceed 50 years and the interest rate shall
be not less than three, or more than five, percent a year on the unpaid
balance. The repayment schedule shall be computed in a manner so that
annual payments of principal and interest, termed debt service, are
approximately equal over a period not to exceed 40 years. Repayment
of the loan, principal and interest, will commence at the date of
commercial operation of the project or ten years from the date the loan
is made, whichever is sooner.

(b) Loans shall be utilized for feasibility studies, pre-construction
engineering including the securing of permits and licenses necessary for
construction and operation, design and construction of capital improve—
ment projects.

() If, in the opinion of the Water Resources Revolving Loan Fund
Committee, feasibility studies or preconstruction engineering establish
that the project is not feasible from either a technical, economic or
financial viewpoint, the department may not require repayment of loans
made for this purpose, provided that repayment of all loans shallL be
required 1if design or construction of the project proceeds.

This Act takes effect immediately in accordance with




JUSTIFICATION FOR AMENDMENTS

WATER RESOURCES REVOLVING LOAN FUND ACT

I. The change in Sec. 45.86.010 is.to correctly indicate the proper fund from
which the revolving fund wculd secure revenue for making the loans. IVhen the
Water Resources Revolving Loan Fund was first drafted, one of the sources

of loan funds was tied to Alaska mineral lease bonus funds. This was passed
by the Legislature, but vetoed by the Governor as being unconstitutional.
Since then, voter approval of the permanent fund has made possible this
vehicle for funding these projects.

Sec. 45.86.040 - the Loan Committee composition as now specified in the Statutes,
was a high level group deemed necessary to consider loans for large projects
such as the Susitna and Yukon Taiya projects. Projects of this nature would

now come under the State Power Authority which, together with Federal support,
would finance the large installations.

The formation of a committee within the Department of Commerce would be more
appropriate to consider the financing of small hydro and water projects. These
would be administered similar to the other business loans the Department handles.

Sec. 45.86.060 - The first draft of MB171 (copy attached) spelled out the con—
ditions of loans consistent with long term low interest. However, it was deter—
mined that this type of condition could best be handled by regulatory provisions.
As a result, the conditions now being applied to the loans are not in accord

with the intent of the Legislation. Loans are for a term of seven years rather
than long term of forty to fifty years and interest rates of 6% are hardly low.
Interest is due and payable yearly and prior to the project generating revenues
or the ability to meet debt service. This burden on small utilities preclude
their involvement in the revolving fund.

Subsection (b) spells out the type of activities in the development, of the
property which would be eligible fo> loans under the revolving fund. Subsection
(©) 1is an "advance planning fund™ provision similar to 11.11.0. 70L. If the studies
indicate the project is not feasible, the repayment of the loans for the studies
may not be required. Here again is the intent to alleviate the financial burden
for the small communities for those projects which turn out to be a "dry hole"

and for which revenues cannot be realized.

Il. Basis for the proposed appropriation bill FY 1978 for the Resources
Revolving Loan. The proposed appropriations for 1Y L978 are based on estimated
community requirements for the specified projects over and above the funds made
available in the 1977 appropriations. The attached list of funding requirements
total $3,730,000, however, It appears that the applications for Fy 1977 will
leave a balance of $230,000 which can reduce the proposed appropriations to
$3,500,000.



DRAFT

A BILL

For an Act entitled: "An Act making a special appropriation to the water
resources revolving loan fund; and providing for an
effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. The sum of $ 3,500,000 is appropriated from the general fund
to the water resources revolving loan fund.

Section 2. This Act takes effect July 1, 1977.



APPROPRIATION TO WATER RESOURCES REVOLVING LOAN FUND
FISCAL YEAR 1978

SUMMARY OF ESTIMATED PRIORITY FUNDING REQUIREMENTS

COMMUNITY -
OWNER

PETERSBURG - WRANGELL
n1OMAS BAY POIVER COMMISSION

SITKA -
CITY AND BOROUGH

KETCHIKAN -
CITY

KODIAK -
KODIAK ELECTRIC ASSOCIATION

ANCHORAGE -
MUNICIPALITY

CORDOVA -
CITY

KENAIL -
BOROUGH

JUNEAU "
ALASKA ELECTRIC LIGHT AND
POWER COMPANY

CRAIG - KLAWOCK - HYDABURG
MUNICIPALITIES

PROJECT NAME

VIRGINIA LAKE HYDRO

GREEN LAKE HYDRO

SWAN LAKE HYDRO
OR
LAKE GRACE HYDRO

TERROR LAKE HYDRO

SCHEDULED
IN-SERVICE DATE

NOVEMBER 1983

OCTOBER 19S1

JULY 1983

JULY 1983

MUNICIPAL WATER SUPPLY

POWER CREEK HYDRO

JULY 1983

MUNICIPAL WATER SUPPLY

AUTOMATING ANNEX CREEK

HYDRO

BIIACK BEAR IAKE HYDRO

SUBTOTAL
LESS SURPLUS FUNDS FY 1977

TOTAL

REVISED
3/3/77

RINDING REQUIREMENTS (%)

300.000

1,600,000

400.000

190.000

200.000

380.000

150.000

480.000

30,000

T.TWfOU"

230.000

3,500,000



KETCHIKAN PUBLIC UTILITIES

334 FRONT STREET P.0. BOX 1019 KETCHIKAN, ALASKA 99601 TELEPHONE 907-25-3111

February 1.1, 1977

MUNICIPALLY OWNED
ELECIRIC WATER PHONE

Representative Oral Freeman
State Capitol

Pouch V

Juneau, Alaska 99811

Subject: Development of Hydroelectric Generating
Plants in Southeast Alaska

Dear Oral:

Mr. N. L. Teague, City-Utilities Manager has requested that
I submit to you some pertinent information regarding the
advantages to Ketchikan, and Southeast. Alaska as a whole,
which would be gained by the installation of hydroelectric
generating plants. I will use Ketchikan as an example.

We have three (3) small hydroelectric, plants. To 1969 we

were hydro oriented. Our first base load type diesel was
placed in operatloi 1970. We now have three (3) such
units. I believe that. .. comparison of cost, hydro versus

diesel generation 1in our system, is pertinent.

In 1976, the average operation and maintenance cost of pro—
ducing one (1.) kilowatt hour at the bus bar by hydroelectric
generation was $ .0055 or 5.5 mils.

The average cost of operation and maintenance per kilowatt
hour of generation by diesel was $ .0638.

A recap in the same vein, from 1971) to date, clearly points
up that hydroelectric power 1is the greatest hedge against
inflation since the Republicans.

TIMH PHR 101) - January 1, thru_December 31, 1970:

Diesel $ .01.249/KWHR

1lyd ro $ .00272/KWIIR

Differential in cost/KWHR - Diesel greater by $ .00977

Differential in dollars - 2,718,600 KWHR x $ .00977 = $26,560.72



Representative Oral Freeman

re: Development of Hydroelectric Generating Plants

February 11, 1977 - Page Two

$ .01689/KWHR

Diesel

$ .00336/KWHR

Hydro
Differential in cost/KWHR - Diesel greater

Differential cost in dollars = $174,228.52

TIME PERIOD - January 1, thru December 31,

$ .01476/KWHR

Diesel

$ .00365/KWHR

Hydro
Differential 1in cost/KWIIIlI - Diesel greater

Differential cost in dollars = $143,065.69

TIME PERIOD - January 1, thru December 31,

Diesel *$ .02144/KWHR

$ .00388/KIVIiR

Hydro
Differential 1in cost/KWHR - Diesel greater

Di ffcrential cost in dollars = $226,123.63

TIME PERTOD - January 1, thru December 31,

Diesel $ .04125/XWHR

Hydro $ .00534/KWHR
Differential in cost/KWHR - Diesel greater

Differential cost in dollars ~ $462,420.25

TIME PERIOD - January 1, thru December 31,

Diesel $ .0430/XWilR

$ .0051/KWHR

Hydro
Differential 1in cost/KWHR - Diesel greater

Differential cost in dollars = $491,763.87

by $

1972

by $

1973

by $

1974

by $

1975

by $



Representative Oral Freeman
re: Development of Hydroelectric Generating Plants
February 11, 1977 - Page Three

TIME PERIOD - January 1, thruDecember 31, 1976:
Diesel = $.0638/KWHR
Hydro = $.0055/KWHR

Differential incost/KWHR -Diesel greater by $ .0583/KIVHR

Differential cost in dollars = $470,883.27

Note that 1976 differential cost in dollars 1is slightly less
than 1975. This 1is due. to a small hydro-electric plant (Silvis)
being returned to service in 1976. The Silvis Plant had been
destroyed by a landslide in 1969.

The Silvis hydro plant generated approximately 13% of our
electrical system output in 1976. Without the Silvis Plant 1in
operation, our differential cost in dollars would have been
approximately $532,098.00 for 1976.

Look at what 1is happening in the major item needed for diesel
generation. That "NON-RENEWABLE RESOURCE™, diesel fuel oil.

Costs for fuel delivered by barge to our S. W. Bailey diesel
plant located ashore on Tongass Narrows, for example, arc as

follows:

Date Cost per® gallon Cost of fuel oi
1972 $ .1375 $ .0095
1973 $ .1930 $ .0133
1974 $ .3260 $ .0225
1975 $ .36.10 $ .0249
1976 $ .3930 $ .0271
1977 (Fee.) $ .4190 $ .0289

In a time span of just over four years and two months, our
diesel fuel costs have increased 205 percent.

The 1industrial growth of the lower 48 States and most specifi—
cally the Pacific Northwest was made possible by the construction
by the 1. S. Government of large hydroelectric projects. In
addition, it permitted a better living standard for the people

at low energy cost.

The technology of transmission line construction permitted
transmission line "grids"” to be built from the large government
projects to all points of the land or load centers.



Representative Oral Freeman
re: Development of Hydroelectric Generating Plants
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Southeastern Alaska does not lend itself to the aforementioned
methodology. We are situated in an archipelago that would
strain the technology of transmission line construction and be
vast / more expensive. It 1s one thing to serve load centers
connected by land, another to serve load centers connected only
by water.

It is therefore most logical to construct (large for us) hydro—
electric projects as close to the load centers as possible,

e.g. our Swan or Grace Lake projects. Short, 1interconnecting
transmission lines could be installed between neighboring
islands, e.g. Revillagigedo Island (Ketchikan) and Annette
Island (Metlakatla).

Oral, it is safe to say that every power utility in Southeastern
Alaska 1is municipally owned with the exception of Juneau, Alaska
It seems odd to us that Juneau 1is the only community that has a
Federal hydroelectric project "on line™ in our part of the State

Government seems to speak with forked tongue. Thcy advocate
conservation of depletable natural resources ard energy, and vet
seem to balk at providing the help necessary tc alleviate the
situation 1in our portion of Alaska.

Also, Oral, any added expense to the Utilities or cities created
by the construction of the hydroelectric projects should be
deferred until the projects are "on line". I do not believe any
of us can individually carry the burden of cost of generation

by our existing means, plus pay any interest or principal
payments in case of loans or bonds. Payment deferral is of
utmost 1importance.

I have made this letter far longer than 1 had intended. Oral,
and apologize for taking up so much of your valuable time.

I ain attaching certain data that we hope you will find of
interest.

Donald D. Bowey
Assistant Utilities Manager

cc: N. L. Teague, City-Ut.ilities Manager
Senator Robert Ziegler
Representative Terry Gardiner
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