


SENATE

3/13/77 Finance
C | mi -
Date
Mr. President:
The Committee on has had
ater resources revolving loan fund
under consideration,, A majority of the members of the Committee
V~7 recommends it do pass
/~7 recommends it donot pass
Ja
/~7 recommends it do pass withattached amendment(s)
/ 7/ recommends 1t be replacedwith CSfor and that

CS for do pass

/ / (and) recommends it be referred to the

committee
/~7 reports it back without recommendation
)/;y AND attaches a report of i1ts intent
/~7 (other)

MEMBERS SIGNING THE MAJORITY REPORT:

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

recommends:

recommends:

recommends:

Y D r

Chairman
"J> a.



Offered In the SENATE By dr/-: M

To:- SENATE BILL NO.
HOUSE BILL NO. 356 Ain.
AMENDMENT : Page n Lines 23 through 27

Delete section four in its entirety and re-number accordingly.
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SENATE BILL NO.

HOUSE BILL NO. 2)57/9

AMENDMENT Page -£L--- Line5 qlL2)
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May 17, 1977

Letter of Intent for HB 356

Inasmuch as the administration of State water
resources 1is currently the responsibility of
various departments, it is the intent of this
Resources Committee in enacting the water re—
sources revolving loan fund (HB 356) that the
Commissioner of the Department of Commerce and
Economic Development, 1in adopting regulations to
carry out the provisions of this act, is directed
to take into account the responsibilities for water
resources of the Department of Environmental Con-—
servation under AS 46.03 of the Department of Fish
and Game under AS 16, and of the Department of
Natural Resources under AS 46.15.

Kay Poland, Chairman
Senate Resources Committee
John Butrovich Clem V. Tillion

Chancy Croft H. D. Meland

John Huber Mike Colletta



March 11, 1977

Representative Terry Gardiner
Chalrman, Hou?e Ju rcrar% Committee
Pouch V [1)

Juneau, Alaska 99811

Dear|Sir":

The Southeastern Conference wishes to express therr a precretron
to Kou 0[ your interest anﬂ 0rts In SRSnsormg %grs ation 0
econgmic Importance to Southeast Aaska and those” oth&r communities
r&eedlrng surt)port in the development of hydro and other water resource
evelopmen

As requested in our meetrng held March 1, 1977, we are submitting
back UP material for the pronp d changes in the Water Resources
Revolving Loan Fund Act. losed are“the su%gested changes In the
Statutes™and Progosed approprjations for the néxt fiscal )iear in-

cluding a revised summary of funding requirements for FT
truly yours,

Janes R. Eide
/ Pres?dent

JRE/|r NJ

enclosures

Janes R. Eide
First Vice 5?32:332% qﬁam Macomber

Seconrs Vice President John Halliwell

An Association of Southeast Alasku Communities



PROPOSED AVENDVENTS
WATER RESOURCES REVOLVING LOAN FUND ACT

Sec. 45.86.010. There is establrshed a separate fund, The Water
Resources Revolving Loan F und L%a] from this fund are to be used

develop an conserve in th e public Interest the water resources of
é(lea/selfgpr#grr]n)g State revenues from the Alaska Permanent Fund (mineral

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 Resoyrces Revolvrnﬂ X)an Fund
Commrttee establrsh with the department and made UB of the commissioner

P the director of aivision 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. 06% CONDITIONS APPLICABLE T ﬁOJECT LOANS, The
term of the Toan shall not exceed 50 ¥ears and the Interest, rate shaII
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 Pnagrments of prrncrpal and interest, termed debt servrce are
P proximately equal over a period not to exceed 40 years gayment
the oan principal and Interest, will commence at the dat
commercial operation of the project or ten years from the date the loan
IS made, whichever is sooner.

éb) Loans shall be utilized for feasibility ftudres Rre -constryction
fcrrn errng Including the securrn% of permits and licenses necessary for
construction and operation, design and’ construction of capital improve-
ment projects.

(c[) 1f, in the oprnron of the Water Resources Revolving Loan Fund
Commrﬁee feasibility tudrels) [precon%tructron %n?meerrn establish
hat t progect B not easible from cither a techn economic or
|nancra| viewpoint, the d eln rtment may not requrre rerfayment of loans
made for t IS rﬁose provided. that r ﬂa yment of oans shall be
required 1t design or constructron of the project procee S.

This Act lakes effect immediately in accordance with



JUSTIFICATION FOR AMENDVENTS
WATER RESOURCES REVOLVING LOAN FUND ACT

|. . The change in Sec. 45.86.010 is to correct|y indicate the proper fund from
which the revolving fund would secyre revenue for makrn% the |0ﬁns When the
Water Resources Re olvrng 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 Legrslature but vetoed by the Governor as being unconstitutional.

Since th ? }/otgr apﬁ]rova of . the permanent fund has made possible this
vehicle unding” these projects.

Sec. 45,86.040 - the Logn Committee composition as npws ecified in the Statutes,
was a hroh level group eemed necessar to consr er loans for large projects
such as the Susitiia and Yukon ar}/ (prorects Projects of tnrs nature would

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

The formation of a committee within the De artment of Commerce would be more
appropriate to consider the financing of s dro and wateerro jects. These
would be administered similar to the other busrn ss loans the Department handles.

Sec 45, 86 060 The first draft of HBL7L (copy. attached) speIIed out the con-
ditions of p]ans consrstent with lon éerm low mtere é owever It was deter-
mined that t |s type o condrtron co best be hand re ulatory grovrsrons
As a result, the condrtrons now being arp to the oan not In accord
with the intent ? the Le |? tion. “Loa s are for a term o seven years rather
than long . term 0 ort g ears and mterest rates o 6 are’ hardly o
Interest |s due and pa e yedr|y and p]rror to the pronr c q enerating reyvenues
or the abi |tr¥] to meet debt servrce T 1S burden on small utilities preclude
their involvement in the revolving fund.

Srua’sghttoh gbh n}oterlldsb(e)uelrthreb% ?orfloﬂacntslvrlrnI eSr tne”r]gvgf\\/lrerlr%pm d u sectron

IS “an "advance plannin rovision similar t the studies
|(nh||cate the pro ec |s no easrbtoe the repay ment otothe B ns ]for the studres
ynot be required. Here agam IS the mtent to alleviate t e financial bprden

the small ‘communities for those progects which turn out. to be a "dry ho
and for which revenues cannot be realizéd

|, basis for the proposed approprratron bill FY 1978 for the Resources
Revolving Loan, ppgose p roprraérons Tor FY 1978 are~Fased on estimated
community requirem ent r the Specifie olects Qver and a ove the fungs made
avarla |&_in the 1977 appropriations. The attached list of undFYg e urrements
total $3,750,000, hgw ver, It aplpears th at the applications f

[$e3a\5/80a0(p(alance 0,000 which can reduce the roposed approprratrons to



Dear Oral:

M N. L. Teague, Clty-Utilities Manager has regu,ested that

| submit to you some pertinent informdtion regarding the

advantages to Ketchikan, and Southeast Alaska as a Whole,

which would be ?amed ~the installation of hydroelectric
il use Ketchikan as an example,

_ hydroelectric plants. To 1969 we
were hydro oriented.  Our first base |oad tﬁpe diesel was
placed“in operation in 1970. We now have three (3) such
units. | believe that a comparisqn of cost, hydro versus
diesel generation'in 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. J B

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

A recap in the same vein, from 1970 to date, clearly points
up that hydroelectric power, is the greatest hedge against
ation “since the Republicans.
PHRIOD - January 1, tliru Decomher 51, 1970
el $ 01249/KWHR
0 $ . 00272/KWHR
orcn +31 in cost/KWHR - Diesel greater by § .00977

ercntial in dollars - 2,7.18,600 KWHR x $ .00977 - $26,560.72

e
b
generating plants. | wil
IVe have three (3% small
0



Rcpricsentative Oral Freeman _

re: Development_of Hydroelectric Generating.Plants
February 11, 1977 - Page Two

TIME PERIOD - January 1, thru December 31, 1971:

$ .016C9/KWHR

Hydro $ .00336/KWHU

Differential in cost/KWHR - Diesel greater by $ .01353

Differential cost in dollars = $174,228.52

Diesel

TIME PERIOD - January I, thru December 31, 1972:

- Diesel = § . 03:470/KWHR

Hydro = § .00365/KWHR

Differential in cost/KWHR - Diesel greater by § .01111
Differential cost in dollars - $§143,065.69

TIME PPRTOD - January 1, thruDecember 31, 1973:
Diesel = "§ .02144/KWHR

Hydro = § .00388/KWI

Differential in cost/KWHR - Diesel greater by $ .01756
Differential cost in dollars ~ $226,123.63

TIME PERTOD - January 1, thruDecember 31, 1974:

Diesel = § . 04125/KWHR

Hydro  + - C .00534/KWHR

Differential in cost/KWHR - Diesel greater by § .03591
Differential cost in dollars = $462,420.25

TIME PERTOD - January 1, thruDecember 31, 1975:

Diesel *§ .04 30/KWIIR

Hydro = § .0051/KWHR

Differential in cost/KWHR - b -el greater by § .0379/KWLIR
Differential cost in dollars = $491,763.87



1
Represéntative Oral Freeman

re: Development_of Ilvdroclectric Generating Plants
February 11, 1977 - . -'ge Three

TIME PERIOD -January 1, thru December  31,1976;
$.0638/KWHR

Hydro $.0055/KWHR

Differential in cost/KWHR -Dieselgreater by § .0583/KIVHR

Differential cost in dollars = $470,883.27

Diesel

(differential cost in dollars is slightly less |
dug to a small hydro-electric plant (Silvis)
ervice.in 1976. The Silvis Plant had been
slide in 1969,

QD — WD
ocoo<

0 6
Look at what 1| g in the magor item n
generation. T NEWABLE RESOURCE", d
| delivered _by barge to our S aiicy diesel
ore on Tongass Narrows, for example, arc as

o 0=
oo wvw<

=

Costs for fu
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(Feb.)

In a time span of l]ust over four gears and two months, our
diesel fuel costs have increased 205 percent.

The industrial growth of the lower 48 States and most specifi-,
caII% the Pacific Northwest was made possible by the construction
by the U. S. Government of large hydroelectric projects. In

addition, it permitted a better living standard for the people

at low energy cost.

The tec_hnqlog,;{_ of transmission line construction permitted-
transmission™line "grids" to be built from tlu; largo government
projects to all points of the land or load centers.



re. Development of Hydroelectric Generating Plants
February 11, 1977 - Page Four

Southeastern Alaska does not lend itself to the aforementioned
methodology. We arc situated in an archipelago that would
strain the technology of transmission line construction and be
vastly more expensive. It is one thing to serve load centers
8§)ln\r/1veactteerd bv land, another to serve Joad centers connected only

s therefore most logical to copstruct {Iarge for usL hydro-
tric grOjects as close to the load centers’ as possible,

oyr Swan or Grace Lake prO{ects. Short, interconnecting
mission lines could be installed between nelghborm

ds, e.%. Rcvillagigedo Island (Ketchikan) and Annefte
d (Metlakatla).

—_

Oral, it is safe to say that e_ver¥ power utility in Southeastern
Alaska is munl(:lpall?q owned with the exception of Juneau, Alaska
|t seems odd to us that Juneau Is the only community that lias a
Federal hydroelectric project "on line" in our part of the State

Government seems to speak with forked tongue. They advocate
conservation of dcpletablc natural resourCes and energy, and yet
scein to balk at providing the help necessary to allevidte the
situation in our portion”of Alaska.

Also, Oral, any added expense to the Utilities or cities created
y the construction of the hydroelectric projects should. be

eferred until the projects are "on line". do not believe any
us can _individually carry the burden of cost of generation

S
b

of

bg our exjsting means, plus’ pay any interest or prln?leal
i

I

a

ments in case of loans or bonds. Payment deferral is of

y
most importance.
h

ave made this letter far longer than | had intended, Oral,
nd apologize for taking up so much of your valuable time.

| am attaching certain data that we hope you will find of
interest.

Donald 1{), l%ow?y
. |

Assistan tilities Manager
cc. N. L. Teague, Citz-Utilities Manager
Senator Robert Ziegler
Representative Terry Gardiner



KETCHIKAN PUBLIC UTILITIES

334 FRONT STREET P.0. BOX )%O?i}bKﬁTCHIKAN. ALASKA 99901 TELEPHONE 907-225-3111
MUNICIPALLY OWNED Anri 1 1Q77
ELECTRIC WATER PHONE 11X 3> X!
Mr. James Eide
I()th)(/) Ma nagser
Wrangel™ Alaska 99929

Subject: Hearing hefore the Commerce Committee,
Representative Joe McKinnon, Chajrman,
Re:” House Bills No. 356 and No. 357

Dear Jim:

The hearmg meeting was held at 8:00 AM. in the new_court
building 1 Juneau, Room 628, on Monday, April 4, 1977,
Representative Ernie Haugen was kind enough to meet Jack Ballard
of Wrangell and myself at the Baranof Hotel for coffee and then
escorted” us to the hearing.

Ernie testified f|rst and pretty well recapped the h|stor

the Water Resources Loan Bnd a¥1d the mte% of the | ¥at|ve
bodles | bel |ev% th%t Ernle brou?ht out that the Sou heastern
Conference group as been most active In promulgating. the concept
of Ion% term, low nterest loans for hydroelectfic oriented
Beonlg%ts and potable water projects from which all Alaskans will
Next to testify wa Re resentative Terry d|ner err

affirmed the Byreceé Pesti yplaceJ beliefs

% testimony an very a
and thoughts before the committee.

Dick Ballard, chairman of the Thomas Ba¥ Power Authority did an
excellent job of testifying as regards etersburq-Wrangcll power.
Dick was knowlcdgable dnd had a good delivery am sure he
clarified conditions prevailing in your area.

This wr|ter testi ,ed next.. | had just comgleted an ana|¥ss 0f
the Ketch an Public Ut|||t|es 1976° generation for ano he erﬁ)o rt.
Much of q ata in the analysis ws erinain to ear|n |
that 1t clearly 0|nte out cost o eration of hydroe ectric in
comparjson to an a [ternate means wh|c in our case is diesel.
analysis was in hand written (rough) form. Terry had copl s ma
and presented them to the committee members.

Last to testify was Farrell Campbell, Business Agent for the



Op eratlhg Engineers Union. Farrell pointed out that [abor

suem)orte he concept as set forth of long term, low interest
and the use of a "RENEWABLE RESOU E" to power the

gnme movers that turn the generators which produce electric

nergy.

Chairman McKinnon and the Representatives of his Commerce
Committee are to be comp ||mented and thanked for their courtesy
and consideration shown t e gersons to be heard. The committee
\r/]vg?]eléhowledgable on the subject and questions were direct and

Action taken while | was present consisted of the following:
1. Motion for amendment of H.B.

No. 356.
Page 1, line 13, after the word "ALASKA" insert period
and delete, "using State revenues from nonrenewable
resource [mlneralﬁJ development".  MOTION APPROVED.
2. Motion made to amend ,
e 1, |ne 18 %deletlngr mention of five percent (5%).
Su%)porter 0f the a endment eit the intent of the original
was to provide low interest loans ad recommended” the
three percent (3%) TTgure. MOTION FAILED TO PASS.
House Bills No. 356 and No. 357 w.ill be moved out of the Commerce
Committee and, | believe, on to Finance.
Sor y you could not be present at Juneau, Jim, but hone this
letter”and accompanying data helps keep you informed.

Donald D. Bowe?/
Assistant Utilities Manager
cc. N. L. Teague, City-Utilities Manager
Ted Ferry, KPU Ad)(usor)é Sard Chr
Jim Williamson, R.. W. Beck and Associates
Senator Robert Zcigler Sr.
Representatjve Qral’ Freeman
Representative Terry Gardiner

Enclosures



1977

March 31,

MEMORANDUM TO FILE

FROM

Donald D. Bowey, Assistant Utilities Manager

COST DIFFERENTIAL, HYDRO VS. DIESEL

SUBJECT:
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$99,220.60 $ 47,654.46  $365,181.89

$218,306.83



Memo to File - Page Two _
re. Cost Differential, Hydro vs. Diesel
March 31, 1977

GENERATION M5 0 COSTS COST/KWHR
KWHR DOLLARS CENTS
ST e e
Stlvis 18?93888 47,654 .46 .G0468
TOTALS 68,534,700 $365,181.89 $ .00533
AVERAGE COST PER KWHR generated hy HYDRO =5.3 MILL
DIESEL:
Ketchikan Plant 99,900 $ 11,807.85 $ 21123
Totem Bight 761,000 46,020.51 05893
S. W. Balley 1,240,000 468,958.76 06477
TOTALS 8,076,900 $526,787.12 $ .06522

AVERAGE COST PER KWHR generated by DIESEL = 65.2 MILL
Average Cost Per Kilowatt-hour of Total Generation By Diesel
and Hydro. (Conglomerate):
-+ Total generated 76,611,600 kwhr = § .011640?cnts/kwhr
Total M$ 0 Costs = $891,969.01 11.6 MLI/KWHR

Cost ger KWHR " SOLD" {Gen. less Station Use  Losses),
0131 cents or 13.1 Mill

Hydro generated = 89.46% of total generation
Diesel generated = 10.54% of total generation
WATER YEAR was exceptional.

Diesel cost per KWHR generated = $ .06522 cents, or 65.2 MILL
Hydro cost per KWHR generated = § .00533 cents, or 5.3 MILL

Diesel generation per KWHR exceeded H5ydro generation ger
KWHR DY oo $ .05989 “cents, or

9.9 MILL



HYDRO 68,534,700 KWHR
14.5 kwhr/gal. 4,726,531 gallons of fuel

4,726,531 gal. x § .41 = $1,937,878
Added to labor, etc. of HYDRO would = $2,303,058

Added to actual diese] generation cost of

generanon 8.076,900 Kkwhr or,
2,303,058 PLUS $526, 787... = $2,829, 845

SRS MOS0 03694 cents/kwhr

or,
36.9 mill

The above hgpothesis of all diesel operation in

1976 would have meant,, 36.9_mdll _ ,Q,|u
S C' mHJr‘ St1H

OR, generatjon costs, maintenapce and operation only
would have heen 218 %reater than It actually was
by combination, or conglomerate, of hydro fj diesel.

The ahove is very conservative as it does not consider
additional ?taffmg which would have been pecessary,
plus other tactors, If all generation had been by

diesel.

Time and staffing prevents a more in-depth analysis at this time.

cc. N L. Teague, City-Utilities Manager
Mack Wheéler, U.S” Corps of Army Engineers

Ernst fj Ernst
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