


SENATE
3 /13/77 Finance

•C I  ■ i -
  Dat e

Mr. President:

The Co m m it te e  on has had
ater resources re v o lving loan fund 
under consideration,, A majority of the members of the Committee

V ~ 7  recommends it do pass

/~7 recommends it do not pass
j a

/ ~ 7  recommends it do pass with attached amendment(s)

/ / recommends it be replaced with CS f o r __________________________ and that

CS f o r _______________________do pass

/_/ (and) recommends it be referred to the __________________________________

committee

/~7 reports it back without recommendation
yV /

/ / AND attaches a report of its intent

/~7 (other) _______________________________________________________________________

MEMBERS SIGNING THE MAJORITY REPORT:

------------ / /  •

/  /  / / s o '  / * » i f

........................

' j & x .  / J a ,

t

M E MB E RS  NOT C O N C U R R I N G  IN THE MAJORI TY  REPORT:

___________________________  recommends: ____________

____________________________ recommends: ____________

recommends:

, y  D r  ,

Chairman
"J> a.



O f f e r e d  In the S E N A T E  By dr/-: .;Vj-

To:- ___________  SENATE BILL NO. _______

HOUSE BILL NO. 356 Ain.

AMENDMENT: Page ^ Lines 23 th ro ug h  27

Delete se ct ion four in its ent i r et y and re-number accordingly.



SfS>:v. • r' i'/v‘

Offered in the SENATE

SENATE BILL NO.

HOUSE BILL NO. 2)57/9

AMENDMENT Page - £ L --- Line5 qL 2) aL"?
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M a y  17, 1977

L e t t e r  of I n t e n t  for H B  356

I n a s m u c h  as the  a d m i n i s t r a t i o n  o f  S t a t e  w a t e r  
r e s o u r c e s  is c u r r e n t l y  the r e s p o n s i b i l i t y  of 
v a r i o u s  d e p a r t m e n t s ,  it is the i n t e n t  of  this 
R e s o u r c e s  C o m m i t t e e  in e n a c t i n g  the w a t e r  r e ­
sou r c e s  r e v o l v i n g  l o a n  f u n d  (HB 356) th a t  the 
C o m m i s s i o n e r  o f  the D e p a r t m e n t  o f  C o m m e r c e  and 
E c o n o m i c  D e v e l o p m e n t ,  i n  a d o p t i n g  r e g u l a t i o n s  to 
c a r r y  o u t  the p r o v i s i o n s  of this act, is d i r e c t e d  
to t a k e  into a c c o u n t  t he  r e s p o n s i b i l i t i e s  for w a t e r  
r e s o u r c e s  of  t h e  D e p a r t m e n t  of E n v i r o n m e n t a l  C o n­
s e r v a t i o n  u n d e r  AS 4 6 . 0 3  of the D e p a r t m e n t  of F i s h  
a n d  G a m e  u n d e r  AS 16, a n d  of the D e p a r t m e n t  of 
N a t u r a l  R e s o u r c e s  u n d e r  AS  46.15.

K a y  Poland, C h a i r m a n  
S e n a t e  R e s o u r c e s  C o m m i t t e e

J o h n  B u t r o v i c h  C l e m  V. T i l l i o n

C h a n c y  C r o f t  H. D. M e l a n d

J o h n  H u b e r M i k e  C o l l e t t a



March 11, 1977

Representative Ter ry Gardiner 
Chairman, House Jud ic ia ry  Committee 
Pouch V Mail  Stop No. 3100 
Juneau, Alaska 99811
DearjSir ' :  ' (

The Southeastern Conference wishes to express t h e i r  apprec ia t ion 
to  you f o r  your in t e r e s t  and e f f o r t s  in  sponsoring l e g i s l a t i o n  o f  
economic importance to  Southeast Alaska and those other communities 
needing support in  the development o f  hydro and o ther water resource 
development.

As requested in  our meeting he ld  March 1, 1977, we are submitting 
back up mate r ia l  f o r  the proposed changes in  the Water Resources 
Revolving Loan Fund Act. Enclosed are the suggested changes in  the 
Statutes and proposed appropr ia t ions f o r  the next f i s c a l  yea r ,  i n ­
cluding a rev ised summary o f  funding requirements f o r  FT 1978.

t r u l y  yours ,

Janes R. Eide 
/ President

JRE / j r
enclosures

NJ
President 

First Vice President 
Second Vice President

Janes R. Eide 
Wil l iam Macomber 
John H a l l iw e l l

An A ssoc ia t ion  o f  S ou th e a s t  A lasku  C om m un it ie s



PROPOSED AMENDMENTS 
WATER RESOURCES REVOLVING LOAN FUND ACT

Sec. 45 .8 6 .0 1 0 .  There i s  es tab l ished a separate fund, The Water 
Resources Revolving Loan Fund. Loans from th is  fund are to  be used 
to develop and conserve in  the pub l ic  in t e r e s t  the water resources o f  
Alaska, using S ta te  revenues from the Alaska Permanent Fund (mineral 
development) .

Sec. 45 .86 .040  (b) i s  repea led and re-enacted to read:
Sec. 45 .86 .040  (b) The department s h a l l  forward a l l  loan app l ica t ions 

i t  recommends f o r  approval to the Water Resources Revolving Ix)an Fund 
Committee es tab l ished with the department and made up o f  the commissioner 
o r  h i s  deputy, the d i r e c t o r  o f  d iv i s i o n  o f  energy and power development, 
and the d i r e c t o r  o f  d iv i s i o n  o f  business loans .

Sec. 45 .86 .060  s h a l l  be added as fo l l ow s :
Sec. 4 5 .86 .060 .  CONDITIONS APPLICABLE TO PROJECT LOANS, (a) The 

term o f  the loan s h a l l  not exceed 50 years and the interest, r a te  s h a l l  
be not le s s  than th ree ,  o r  more than f i v e ,  percent a year on the unpaid 
balance. The repayment schedule s h a l l  be computed in a manner so that 
annual payments o f  p r in c ip a l  and in t e r e s t ,  termed debt se rv ice ,  are 
approximately equal over a per iod not to  exceed 40 years.  Repayment 
o f  the loan ,  p r in c ip a l  and i n t e r e s t ,  w i l l  commence at the date o f  
commercial operat ion o f  the p ro je c t  o r  ten years from the date the loan 
i s  made, whichever i s  sooner.

(b) Loans s h a l l  be u t i l i z e d  f o r  f e a s i b i l i t y  s tud ies ,  p re -const ruct ion  
engineering including the securing o f  permits and l icenses necessary f o r  
construct ion and ope ra t ion ,  design and const ruct ion o f  c ap i t a l  improve­
ment p ro je c t s .

(c ) I f ,  in the opinion o f  the Water Resources Revolving Loan Fund 
Committee, f e a s i b i l i t y  studies o r  preconstruct ion engineering es tab l ish  
that the p ro j e c t  i s  not f e a s ib l e  from c i th e r  a techn ica l ,  economic o r  
f i n a n c ia l  viewpoint , the department may not requ i re  repayment o f  loans 
made f o r  t h i s  purpose, provided tha t  repayment o f  a l l  loans s h a l l  be 
required i f  design o r  const ruct ion o f  the p ro je c t  proceeds.

This Act lakes e f f e c t  immediately in accordance with



JUSTIFICATION FOR AMENDMENTS 
WATER RESOURCES REVOLVING LOAN FUND ACT

I .  The change in  Sec. 45 .86 .010  i s  to  c o r r e c t l y  ind icate the proper fund from 
which the revo lv ing fund would secure revenue f o r  making the loans . When the 
Water Resources Revolving Loan Fund was f i r s t  d ra f ted ,  one o f  the sources
o f  loan funds was t i e d  to  Alaska minera l lease bonus funds. This was passed 
by the Leg is la tu re ,  but vetoed by the Governor as being uncons t i tu t iona l .
Since then, vo te r  approval o f  the permanent fund has made poss ib le  th is  
veh ic le  f o r  funding these p ro j e c t s .
Sec. 45 .86 .040  - the Loan Committee composition as now spec i f ied  in the S ta tu tes ,  
was a high l e v e l  group deemed necessary to  consider loans f o r  la rg e  p ro jec ts  
such as the Susitna and Yukon Taiya p ro j e c t s .  P ro jec ts  o f  th i s  nature would 
now come under the State Power Authori ty Avhich, together with Federa l support , 
would finance the la rge  i n s t a l l a t i o n s .
The formation o f  a committee within the Department o f  Commerce would be more 
appropr ia te to  consider the financing o f  smal l  hydro and water p r o j e c t s .  These 
would be administered s im i l a r  to the o the r  business loans the Department handles.
Sec. 45 .86 .060  - The f i r s t  d r a f t  o f  HB171 (copy attached) spe l led  out the con­
d i t i o n s  o f  loans consistent with long term low in te re s t .  However, i t  was d e t e r ­
mined that th i s  type o f  condit ion could best be handled by regu la to ry  p rov is ions .  
As a r e s u l t ,  the condit ions now being app lied to the loans are not in  accord 
with the intent o f  the Leg is l a t io n .  Loans are f o r  a term o f  seven years ra the r  
than long term o f  f o r t y  to  f i f t y  years and in te re s t  ra tes o f  6% a re hard ly  low. 
In te re s t  is  due and payable yea r ly  and p r i o r  to the p ro jec t  generating revenues 
o r  the a b i l i t y  to meet debt se rv ice .  This burden on small u t i l i t i e s  preclude 
t h e i r  involvement in the revo lv ing fund.
Subsection (b) s p e l l s  out the type o f  a c t i v i t i e s  in  the development o f  the 
p roperty which would be e l i g i b l e  f o r  loans under the revo lv ing fund. Subsection
(c )  i s  an "advance planning fund" p rov is ion  s im i l a r  to II.U.D. 70.1. l.C the stud ies 
ind ica te  the p ro je c t  is  not f e a s i b l e ,  the repayment o f  the loans f o r  the studies 
may not be required. Here again i s  the in ten t  to a l l e v i a t e  the f i n a n c ia l  burden 
f o r  the small communities f o r  those p ro j e c t s  which turn out. to  be a "dry ho le "  
and f o r  which revenues cannot be re a l i z ed .
I I , bas is  f o r  the proposed app rop r ia t ion b i l l  FY 1978 f o r  the Resources 
Rev o lv ing Loan. The proposed appropr ia t ions Tor FY 1978 are~Fased on estimated 
community requirements f o r  the spec i f ied  p ro jec ts  over and above the funds made 
a v a i l a b le  in the 1977 app rop r ia t ions .  The attached l i s t  o f  funding requirements 
t o t a l  $3 ,750 ,000 ,  however, i t  appears that  the app l ica t ions f o r  FY 1977 w i l l  
leave a balance o f  $230,000 which can reduce the proposed appropr ia t ions to  
$3 ,500 ,000 .



D e a r  O r a l :
Mr* N. L .  T e a g u e ,  C l t y - U t i l i t i e s  Manage r  h a s  r e q u e s t e d  t h a t  
I  s u b m i t  t o  you  some p e r t i n e n t  i n f o r m a t i o n  r e g a r d i n g  t h e  
a d v a n t a g e s  t o  K e t c h i k a n ,  and S o u t h e a s t  A l a s k a  a s  a w h o l e ,  
w h ich  w ou ld  b e  g a i n e d  by t h e  i n s t a l l a t i o n  o f  h y d r o e l e c t r i c  
g e n e r a t i n g  p l a n t s .  I  w i l l  u s e  K e t c h i k a n  as  an e x am p le .
IVe h ave  t h r e e  ( 3 )  s m a l l  h y d r o e l e c t r i c  p l a n t s .  To 1 9 6 9  we 
we re  h y d r o  o r i e n t e d .  Our f i r s t  b a s e  l o a d  t y p e  d i e s e l  was 
p l a c e d  i n  o p e r a t i o n  i n  1 9 7 0 .  We now have  t h r e e  ( 3 )  such  
u n i t s .  I  b e l i e v e  t h a t  a c o m p a r i s o n  o f  c o s t ,  h y d r o  v e r s u s  
d i e s e l  g e n e r a t i o n ‘ i n  o u r  s y s t e m ,  i s  p e r t i n e n t .
I n  1 9 7 6 ,  t h e  a v e r a g e  o p e r a t i o n  and m a i n t e n a n c e  c o s t  o f  p r o ­
d u c i n g  one  ( 1 ) k i l o w a t t  h o u r  a t  t h e  bus b a r  by h y d r o e l e c t r i c  
g e n e r a t i o n  was $ . 0 0 5 5  o r  5 . 5  m i l s .  • _
The a v e r a g e  c o s t  o f  o p e r a t i o n  and m a i n t e n a n c e  p e r  k i l o w a t t  

, h o u r  o f  g e n e r a t i o n  by d i e s e l  was $ . 0 6 3 8 .
A r e c a p  i n  t h e  same v e i n ,  f r o m  1 9 7 0  t o  d a t e ,  c l e a r l y  p o i n t s  
up t h a t  h y d r o e l e c t r i c  power, i s  t h e  g r e a t e s t  h edge  a g a i n s t  

a t i o n  s i n c e  t h e  R e p u b l i c a n s .
PHRIOD - J a n u a r y  1 ,  t l i r u  Decomhe r  5 1 ,  1 9 7 0 :

e l  = $ . 0 1 2 4 9 / KWHR
o = $ . 00272/KWHR
o r c n  •31 in  co s t /KWHR - D i e s e l  g r e a t e r  by $ . 0 0 9 7 7  
e r c n t i a l  i n  d o l l a r s  - 2 , 7 . 1 8 , 6 0 0  KWHR x $ . 0 0 9 7 7  -  $ 2 6 , 5 6 0 . 7 2

IX



#

r e :  D e v e l o p m en t  o f  H y d r o e l e c t r i c  G ene ra  t i n g . P l a n t s  
F e b r u a r y  1 1 ,  1 9 7 7  - Page Two
TIME PERIOD - J a n u a r y  1 ,  t h r u  December 3 1 ,  1 9 7 1 :
D i e s e l  = $ .016C9/KWHR
H yd ro  = $ .00336 /KWHU
D i f f e r e n t i a l  i n  cos t /KWHR - D i e s e l  g r e a t e r  by $ . 0 1 3 5 3  
D i f f e r e n t i a l  c o s t  i n  d o l l a r s  = $ 1 7 4 , 2 2 8 . 5 2

T IME PERIOD - J a n u a r y  I ,  t h r u  December 3 1 ,  1 9 7 2 :
- D i e s e l  = $ . 0 3 : 4 7 0 /KWHR

H yd ro  = $ . 0 0 365 /KWHR
D i f f e r e n t i a l  i n  cos t /KWHR - D i e s e l  g r e a t e r  by $ . 0 1 1 1 1  
D i f f e r e n t i a l  c o s t  i n  d o l l a r s  -• $ 1 4 3 , 0 6 5 . 6 9

TIME PP.RTOD - J a n u a r y  1 , t h r u December  3 1 ,  1 9 7 3 :
D i e s e l  = ' $ .0 2144 /KWHR
H yd ro  =• $ . 00388/KWI
D i f f e r e n t i a l  i n  cos t /KWHR - D i e s e l  g r e a t e r  by $ . 0 1 7 5 6  
D i f f e r e n t i a l  c o s t  i n  d o l l a r s  ~ $ 2 2 6 , 1 2 3 . 6 3

TIME PERTOD - J a n u a r y 1 , t h r u  December 3 1 ,  1 9 7 4 :  __  ________ ________
D i e s e l  = $ . 04125/KWHR
H yd ro  • -  C . 00534/KWHR
D i f f e r e n t i a l  i n  cos t /KWHR - D i e s e l  g r e a t e r  by $ . 0 3 5 9 1  
D i f f e r e n t i a l  c o s t  i n  d o l l a r s  = $ 4 6 2 , 4 2 0 . 2 5

TIME PERTOD - J a n u a r y  1 , ’ t h r u  December 3 1 ,  1 9 7 5 :
D i e s e l  * $ . 04 30/KWI1R
H yd r o  = $ .0051 /KWHR
D i f f e r e n t i a l  i n  cos t /KWHR - l b  - e l  g r e a t e r  by $ . 0379/KW11R 
D i f f e r e n t i a l  c o s t  i n  d o l l a r s  = $ 4 9 1 , 7 6 3 . 8 7

R c p r ' c s e n t a t i v e  O r a l  F reeman



.R e p r e s e n t a t i v e  O r a l  F reeman
r e :  D e v e l o p m e n t  o f  I l v d r o c l e c t r i c  G e n e r a t i n g  P l a n t s  
F e b r u a r y  11 , 1 9 7 7  - . -'ge T h r e e

11

TIME PERIOD - J a n u a r y  1 ,  t h r u  Decembe r  3 1 ,  1 9 7 6 :
D i e s e l  = $ . 0638/KWHR
H yd ro  = $ . 0055/KWHR
D i f f e r e n t i a l  i n  cos t /KWHR - D i e s e l  g r e a t e r  by  $ . 0583/K1VHR
D i f f e r e n t i a l  c o s t  i n  d o l l a r s  = $ 4 7 0 , 8 8 3 . 2 7

N o t e  t h a t  1 9 7 6  d i f f e r e n t i a l  c o s t  i n  d o l l a r s  i s  s l i g h t l y  l e s s  
t h a n  1 9 7 5 .  T h i s  i s  due t o  a s m a l l  h y d r o - e l e c t r i c  p l a n t  ( S i 1v i s )  
b e i n g  r e t u r n e d  t o  s e r v i c e  i n  1 9 7 6 .  The S i l v i s  P l a n t  had been 
d e s t r o y e d  by a l a n d s l i d e  i n  1 9 6 9 .
The S i l v i s  h y d r o  p l a n t  g e n e r a t e d  a p p r o x i m a t e l y  135 o f  o u r  
e l e c t r i c a l  s y s t e m  o u t p u t  i n  1 9 7 6 .  W i t h o u t  t h e  S i l v i s  P l a n t  i n  
o p e r a t i o n ,  o u r  d i f f e r e n t i a l  c o s t  i n  d o l l a r s  w ou ld  h ave  been 
a p p r o x i m a t e l y  $ 5 3 2 , 0 9 8 . 0 0  f o r  1 9 7 6 .
L o o k  a t  wha t  i s  h a p p e n in g  i n  t h e  m a j o r  i t em  n eeded  f o r  d i e s e l  
g e n e r a t i o n .  T h a t  "NON-RENEWABLE RESOURCE", d i e s e l  f u e l  o i l .
C o s t s  f o r  f u e l  d e l i v e r e d  by b a r g e  t o  o u r  S . W. B a i i c y  d i e s e l  
p l a n t  l o c a t e d  a s h o r e  on T on g a s s  N a r r o w s ,  f o r  e x a m p l e ,  a r c  a s  
f o l l o w s :
D a t e Cost , per'' ga l lo : i> C o s t  o f  f u e l  o i l / K W H R  g e n e r a t e d
1 9 7 2 $ . 1 3 7 5 $ . 0 0 9 5
1 9 7 3 $ . 1 9 3 0 $ . 0 1 3 3
1 9 74 $ . 3 2 6 0 $ . 0 2 2 5
1 9 7 5 $ . 3 6 1 0 $ . 0 2 4 9
1 9 7 6 $ . 3 9 3 0 $ . 0 2 7 1
1 9 7 7  ( F e b . ) $ . 4 1 9 0 $ . 0 2 8 9

I n  a t im e  span  o f  j u s t  o v e r  f o u r  y e a r s  and two m o n th s ,  o u r  
d i e s e l  f u e l  c o s t s  h ave  i n c r e a s e d  205  p e r c e n t .
The i n d u s t r i a l  g r ow th  o f  t h e  l o w e r  48 S t a t e s  and mos t  s p e c i f i ­
c a l l y  t h e  P a c i f i c  N o r t h w e s t  was made p o s s i b l e  by t h e  c o n s t r u c t i o n  
by  t h e  U. S .  G ove rnm en t  o f  l a r g e  h y d r o e l e c t r i c  p r o j e c t s .  I n  
a d d i t i o n ,  i t  p e r m i t t e d  a b e t t e r  l i v i n g  s t a n d a r d  f o r  t h e  p e o p l e  
a t  l ow  e n e r g y  c o s t .
The t e c h n o l o g y  o f  t r a n s m i s s i o n  l i n e  c o n s t r u c t i o n  p e rm i t t e d -  
t r a n s m i s s i o n ’ l i n e  " g r i d s "  t o  be b u i l t  f r om  t lu ;  l a r g o  g o v e rnm en t  
p r o j e c t s  t o  a l l  p o i n t s  o f  t h e  l a n d  o r  l o a d  centers.



r e :  D e v e l o p m e n t  o f  H y d r o e l e c t r i c  G e n e r a t i n g  P l a n t s  
F e b r u a r y  1 1 ,  1 9 7 7  - Page F o u r
S o u t h e a s t e r n  A l a s k a  d o e s  n o t  l e n d  i t s e l f  t o  t h e  a f o r e m e n t i o n e d  
m e t h o d o l o g y .  We a r c  s i t u a t e d  in  an a r c h i p e l a g o  t h a t  w ou ld  
s t r a i n  t h e  t e c h n o l o g y  o f  t r a n s m i s s i o n  l i n e  c o n s t r u c t i o n  and be 
v a s t l y  mo re  e x p e n s i v e .  I t  i s  one t h i n g  t o  s e r v e  l o a d  c e n t e r s  
c o n n e c t e d  bv l a n d ,  a n o t h e r  t o  s e r v e  ] o a d  c e n t e r s  c o n n e c t e d  o n l y  
by  w a t e r .
I t  i s  t h e r e f o r e  m os t  l o g i c a l  t o  c o n s t r u c t  ( l a r g e  f o r  u s )  h y d r o ­
e l e c t r i c  p r o j e c t s  a s  c l o s e  t o  t h e  l o a d  c e n t e r s  a s  p o s s i b l e ,
e . g .  o u r  Swan o r  G ra c e  Lake  p r o j e c t s .  S h o r t ,  i n t e r c o n n e c t i n g  
t r a n s m i s s i o n  l i n e s  c o u l d  be i n s t a l l e d  be tween  n e i g h b o r i n g  
i s l a n d s ,  e . g .  R c v i l l a g i g e d o  I s l a n d  ( K e t c h i k a n )  and A n n e t t e  
I s l a n d  ( M e t l a k a t l a ) .
O r a l ,  i t  i s  s a f e  t o  s a y  t h a t  e v e r y  powe r  u t i l i t y  i n  S o u t h e a s t e r n  
A l a s k a  i s  m u n i c i p a l l y  owned w i t h  t h e  e x c e p t i o n  o f  J u n e a u ,  A l a s k a  
I t  seems odd t o  u s  t h a t  J u n e a u  i s  t h e  o n l y  commun ity  t h a t  l ia s  a 
F e d e r a l  h y d r o e l e c t r i c  p r o j e c t  " o n  l i n e "  i n  o u r  p a r t  o f  t h e  S t a t e
G ove rnm en t  seems t o  s p e a k  w i t h  f o r k e d  t o n g u e .  They  a d v o c a t e  
c o n s e r v a t i o n  o f  d c p l e t a b l c  n a t u r a l  r e s o u r c e s  and e n e r g y ,  and y e t  
scein t o  b a l k  a t  p r o v i d i n g  t h e  h e l p  n e c e s s a r y  t o  a l l e v i a t e  t h e  
s i t u a t i o n  i n  o u r  p o r t i o n  o f  A l a s k a .
A l s o ,  O r a l ,  any added  e x p en s e  t o  t h e  U t i l i t i e s  o r  c i t i e s  c r e a t e d  
by t h e  c o n s t r u c t i o n  o f  t h e  h y d r o e l e c t r i c  p r o j e c t s  s h o u l d  be 
d e f e r r e d  u n t i l  t h e  p r o j e c t s  a r e  " o n  l i n e " .  I do n o t  b e l i e v e  any 
o f  u s  can  i n d i v i d u a l l y  c a r r y  t h e  b u rd en  o f  c o s t  o f  g e n e r a t i o n  
by o u r  e x i s t i n g  m ean s ,  p l u s  p a y  any  i n t e r e s t  o r  p r i n c i p a l  
p a ym en t s  i n  c a s e  o f  l o a n s  o r  b o n d s .  Payment  d e f e r r a l  i s  o f  
u tm o s t  im p o r t a n c e .
I  h a v e  made t h i s  l e t t e r  f a r  l o n g e r  t h a n  I  had i n t e n d e d ,  O r a l ,  
and a p o l o g i z e  f o r  t a k i n g  up s o  much o f  y o u r  v a l u a b l e  t im e .
I  am a t t a c h i n g  c e r t a i n  d a t a  t h a t  we hope you  w i l l  f i n d  o f  
i n t e r e s t .

D o n a ld  1), Bowey 
A s s i s t a n t .  U t i l i t i e s  M anage r

c c :  N. L .  T e a g u e ,  C i t y - U t i l i t i e s  Manager
S e n a t o r  R o b e r t  Z i e g l e r  
R e p r e s e n t a t i v e  T e r r y  G a r d i n e r
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Mr. James E id e  
C i t y  Manager 
P .  0 .  Box 5 3 i  
W r a n g e l l ,  A l a s k a  9 9 9 2 9
S u b j e c t :  H e a r i n g  b e f o r e  t h e  Commerce Com m i t t e e ,

R e p r e s e n t a t i v e  J o e  McK innon ,  C h a i rm an ,
Re :  House B i l l s  No. 356 and No. 357

D ea r  J im :
The h e a r i n g  m ee t in g  was h e l d  a t  8 : 0 0  A.M. in  t h e  new c o u r t  
b u i l d i n g  in  J u n e a u ,  Room 6 2 8 ,  on Monday, A p r i l  4 ,  1 9 7 7 .
R e p r e s e n t a t i v e  E r n i e  Haugen was k i n d  enough t o  meet J a c k  B a l l a r d  
o f  W r a n g e l l  and m y s e l f  a t  t h e  B a r a n o f  H o t e l  f o r  c o f f e e  and then  
e s c o r t e d  us t o  th e  h e a r i n g .
E r n i e  t e s t i f i e d  f i r s t  and p r e t t y  w e l l  r e c a p p ed  t h e  h i s t o r y  o f  
t h e  W a t e r  R e s o u r c e s  Loan Fund and t h e  i n t e n t  o f  t h e  l e g i s l a t i v e  
b o d i e s .  I b e l i e v e  t h a t  E r n i e  b r o u g h t  ou t  t h a t  t h e  S o u t h e a s t e r n  
C o n f e r e n c e  g roup  has  been most a c t i v e  in  p r o m u l g a t i n g  t h e  c o n c e p t  
o f  l o n g  t e rm ,  low i n t e r e s t  l o a n s  f o r  h y d r o e l e c t r i c  o r i e n t e d  
p r o j e c t s  and p o t a b l e  w a t e r  p r o j e c t s  f r om  which a l l  A l a s k a n s  w i l l  
b e n e f i t .
Next t o  t e s t i f y  was R e p r e s e n t a t i v e  T e r r y  G a r d i n e r .  T e r r y  
a f f i r m e d  th e  p r e c e d i n g  t e s t im o n y  and v e r y  a b l y  p l a c e d  h i s  b e l i e f s  
and t h o u g h t s  b e f o r e  t h e  c om m i t t e e .
D ic k  B a l l a r d ,  c h a i rm an  o f  t h e  Thomas Bay Power A u t h o r i t y  d id  an 
e x c e l l e n t  j o b  o f  t e s t i f y i n g  as  r e g a r d s  P e t e r s b u r g - W r a n g c l 1 p ow e r .  
D ic k  was k n ow lc d g a b le  and had a good d e l i v e r y .  I  am s u r e  he 
c l a r i f i e d  c o n d i t i o n s  p r e v a i l i n g  i n  y o u r  a r e a .
T h i s  w r i t e r  t e s t i f i e d  n e x t .  I  had j u s t  c om p le t e d  an a n a l y s i s  o f  
t h e  K e t c h i k a n  P u b l i c  U t i l i t i e s  1 9 7 6  g e n e r a t i o n  f o r  a n o t h e r  r e p o r t .  
Much o f  t h e  d a t a  in  th e  a n a l y s i s  was ger ina in  t o  th e  h e a r i n g  in  
t h a t  i t  c l e a r l y  p o i n t e d  o u t  c o s t  o f  o p e r a t i o n  o f  h y d r o e l e c t r i c  in  
c om p a r i s o n  t o  an a l t e r n a t e  means wh ich  i n  o u r  c a s e  i s  d i e s e l .  My 
a n a l y s i s  was i n  hand w r i t t e n  ( r o u g h )  f o rm .  T e r r y  had c o p i e s  made 
and p r e s e n t e d  them t o  t h e  c om m i t t e e  members .
L a s t  t o  t e s t i f y  was F a r r e l l  C a m p b e l l ,  B u s i n e s s  Agent f o r  t h e



O p e r a t i n g  E n g i n e e r s  U n io n .  F a r r e l l  p o i n t e d  o u t  t h a t  l a b o r  
s u p p o r t e d  th e  c on cep t  as s e t  f o r t h  o f  l o n g  t e rm ,  low  i n t e r e s t  
l o a n s ,  and th e  use  o f  a "RENEWABLE RESOURCE" t o  power t h e  
p r im e  move rs  t h a t  t u r n  th e  g e n e r a t o r s  which p r o d u c e  e l e c t r i c  
e n e r g y .
Cha i rman  McKinnon and t h e  R e p r e s e n t a t i v e s  o f  h i s  Commerce 
Commit tee  a r e  t o  be c om p l im en te d ,  and th an ked  f o r  t h e i r  c o u r t e s y  
and c o n s i d e r a t i o n  shown th e  p e r s o n s  t o  be h e a r d .  The comm it tee  
was k n ow le d g a b l e  on th e  s u b j e c t  and q u e s t i o n s  were  d i r e c t  and 
h o n e s t .
A c t i o n  t a k e n  w h i l e  I  was p r e s e n t  c o n s i s t e d  o f  t h e  f o l l o w i n g :

1 .  M o t io n  f o r  amendment o f  H .B .  No. 3 5 6 .
Page 1 ,  l i n e  1 3 ,  a f t e r  th e  word "ALASKA", i n s e r t  p e r i o d  
and d e l e t e ,  " u s i n g  S t a t e  r e v e nu e s  f r om  n on re n ew ab le  
r e s o u r c e  [m i n e r a l ]  d e v e l o p m en t " .  MOTION APPROVED.

2 .  M o t i o n  made t o  amend.
Page 1 ,  l i n e  1 8 ,  by d e l e t i n g  m en t io n  o f  f i v e  p e r c e n t  ( 5% ) .  
S u p p o r t e r  o f  t h e  amendment f e i t  t h e  i n t e n t  o f  t h e  o r i g i n a l  
a c t  was t o  p r o v i d e  low i n t e r e s t  l o a n s  and recommended the  
t h r e e  p e r c e n t  (3%) TTgu re .  MOTION FAILED TO PASS.

House B i l l s  No. 356 and No. 357 w i l l  be moved o u t  o f  t h e  Commerce 
Commit tee  and ,  I b e l i e v e ,  on t o  F i n a n c e .
S o r r y  you  c o u l d  n o t  be p r e s e n t  a t  J u n e a u ,  J im ,  bu t  hone t h i s  
l e t t e r  and accompany ing  d a t a  h e l p s  keep you i n f o rm e d .

Dona ld  D. Bowey 
A s s i s t a n t  U t i l i t i e s  Manager

c c :  N. L. T eague ,  C i t y - U t i l i t i e s  Manager
Ted F e r r y ,  KPU A d v i s o r y  Boa rd  Ch r .
J im  W i l l i a m s o n ,  R. W. Beck and A s s o c i a t e s  
S e n a t o r  R o b e r t  Z c i g l e r  S r .
R e p r e s e n t a t i v e  O r a l  Freeman 
R e p r e s e n t a t i v e  T e r r y  G a r d i n e r
E n c l o s u r e s



M a r c h  31, 1 9 7 7

MEMORANDUM TO F ILE
FROM : D on a ld  D. Bowey, A s s i s t a n t  U t i l i t i e s  Manager
SUBJECT: COST DIFFERENTIAL, HYDRO VS. DIESEL

C o s t  o f  g e n e r a t i o n  p e r  KWHR by p r im e  move r  t y p e  and P l a n t .  
M a in t e n a n c e  and o p e r  *:ing c o s t s  o n l y  u s e d .  L a b o r ,  f u e l ,  o i l s ,  
p a r t s ,  r e p a i r ,  e t c e t e r a .
D IESEL - YEAR 1 9 7 6 :
ACCT.

NOS. KETCHIKAN TOTEM BIGHT BAILEY TOTAL
546 $ - 0- $ 2 , 4 8 4 . 9 8 '$ 4 , 2 5 9 . 7 5 $ 6 , 7 4 4 . 7 3547 2 , 202.00 2 1 , 4 0 4 . 8 5 1 8 1 , 9 4 2 . 2 3 2 0 5 , 5 4 9 . 0 8548 2 , 0 8 9 . 1 9 1 1 , 4 0 4 . 8 5 7 1 , 9 9 5 . 6 4 8 5 , 0 8 8 . 0 7549 8 7 . 5 5 5 1 7 . 1 6 3 , 7 8 9 . 0 1 4 , 3 9 3 . 7 2551 - 0- - 0- 1 , 4 4 5 . 9 0 1 , 4 4 5 . 9 0552 - 0- - 0- 1 5 , 4 0 8 . 4 9 1 5 , 4 0 8 . 4 9
553 7 , 4 2 9 . 1 1 7 , 2 3 2 . 1 7 1 8 5 , 0 3 8 . 9 6 1 9 9 , 7 0 0 . 2 4
554 - 0- 3 , 3 7 8 . 1 1 5 , 0 7 8 . 7 8 8 , 4 5 6 . 8 9

$ 1 1 , 8 0 7 . 8 5 $ 4 6 , 0 2 0 . 5 1 $ 4 6 8 , 9 5 8 . 7 6 $ 5 2 6 , 7 8 7 . 1 2

HYDRO - YEAR 1 9 7 6 :
ACCT.

NOS. KETCHIKAN BEAVER FALLS S I L V I S TOTAL
535 $ 1 1 , 7 3 6 . 3 4 $ 4 , 5 5 0 . 1 0 $ 3 , 3 7 3 . 1 6 $ 1 9 , 6 5 9 . 6 0
536 - 0- - 0- - 0- - 0-
537 1 1 , 0 4 0 . 8 8 6 , 2 9 5 . 4 0 4 , 2 8 2 . 8 1 2 1 , 6 1 9 . 0 9
538 1 6 7 , 8 9 7 . 2 4 6 4 , 3 1 0 . 8 2 1 2 , 8 7 8 . 8 3 2 4 5 , 0 8 6 . 8 9
539 1 0 , 0 7 7 . 4 8 4 , 1 6 8 . 1 8 9 , 5 3 4 . 1 5 2 3 , 7 7 9 . 8 1
541 2 9 3 . 8 9 1 , 9 6 1 . 0 9 5 2 8 . 1 4 2 , 7 8 3 . 1 2
542 7 , 2 4 8 . 6 4 3 , 1 3 7 . 1 3 7 2 5 . 6 4 1 1 , 1 1 1 . 4 1
543 4 , 5 8 9 . 6 1 5 , 9 3 6 . 7 2 2 , 4 4 9 . 7 9 1 2 , 9 7 6 . 1 2
544 5 , 3 2 8 . 1 2 8 , 8 6 1 . 1 6 1 3 , 8 8 1 . 9 4 2 8 , 0 7 1 . 2 2
545 9 4 . 6 3 - 0- - 0- 9 4 . 6 3

$ 2 1 8 , 3 0 6 . 8 3 $ 9 9 , 2 2 0 . 6 0 $ 4 7 , 6 5 4 . 4 6 $ 3 6 5 , 1 8 1 . 8 9



Memo t o  F i l e  - Page Two 
r e :  C o s t  D i f f e r e n t i a l ,  H yd ro  v s .  D i e s e l  
March 3 1 ,  1 9 77

K e t c h i k a n  P l a n t  
B e a v e r  F a l l s  
S i l v i s

GENERATION
KWHR

1 7 , 6 9 3 , / 0 0
4 0 . 6 6 9 . 0 0 0
1 0 . 1 7 2 . 0 0 0

M 5 0 COSTS 
DOLLARS

$ 2 1 8 , 3 0 6 . 8 3  
9 9 , 2 2 0 . 6 0  
4 7 , 6 5 4  . 4 6

TOTALS 6 8 , 5 3 4 , 7 0 0  $ 3 6 5 , 1 8 1 . 8 9
AVERAGE COST PER KWHR g e n e r a t e d  by HYDRO = 5 . 3  MILL

D IESEL :
K e t c h i k a n  P l a n t  
Totem B ig h t  
S .  W. B a i l e y

5 5 , 9 0 0
7 8 1 , 0 0 0

7 , 2 4 0 , 0 0 0
$ 1 1 , 8 0 7 . 8 5  

4 6 , 0 2 0 . 5 1  
4 6 8 , 9 5 8 . 7 6

COST/KWHR
CENTS

$ . 0 1 2 3 4  
. 0 0 2 4 4  
. G0468

$ . 0 0 5 3 3

TOTALS 8 , 0 7 6 , 9 0 0  $ 5 2 6 , 7 8 7 . 1 2
AVERAGE COST PER KWHR g e n e r a t e d  by DIESEL = 6 5 . 2  MILL

$ . 2 1 1 2 3  
. 0 5 8 9 3  
. 0 6 4 7 7

$ . 0 6 5 2 2

A ve ra g e  C o s t  P e r  K i l ow a t t - h o u r  o f  T o t a l  G e n e r a t i o n  By D i e s e l  
and H y d r o .  ( C o n g l o m e r a t e ) :

- •  T o t a l  g e n e r a t e d  7 6 , 6 1 1 , 6 0 0  kwhr = $ . 0 1 1 6 4  c c n t s / k w h r
o r

- T o t a l  M $ 0 C o s t s  = $891 , 9 6 9 . 0 1  11 .6 MI LI/KWHR
Co s t  p e r  KWHR " SOLD" (Gen . l e s s  S t a t i o n  Use L o s s e s ) ,

= $ . 0 1 3 1  c e n t s  o r  1 3 . 1  M i l l
H yd ro  g e n e r a t e d  = 89 .46%  o f  t o t a l  g e n e r a t i o n
D i e s e l  g e n e r a t e d  = 10 .5 4%  o f  t o t a l  g e n e r a t i o n
WATER YEAR was e x c e p t i o n a l .
D i e s e l  c o s t  p e r  KWHR g e n e r a t e d  = $ . 0 6 5 2 2  c e n t s ,  o r  6 5 . 2  MILL
Hyd ro  c o s t  p e r  KWHR g e n e r a t e d  = $ . 0 0 5 3 3  c e n t s ,  o r  5 . 3  MILL
D i e s e l  g e n e r a t i o n  p e r  KWHR ex ce eded  Hydro g e n e r a t i o n  p e r

KWHR by .........................................................  $ . 0 5 9 8 9  c e n t s ,  o r  5 9 . 9  MILL



HYDRO 6 8 , 5 3 4 , 7 0 0  KWHR 
1 4 . 5  k w h r / g a l . 4 , 7 2 6 , 5 3 1  g a l l o n s  o f  f u e l

4 , 7 2 6 , 5 3 1  g a l .  x $ . 4 1  = $ 1 , 9 3 7 , 8 7 8
Added t o  l a b o r ,  e t c .  o f  HYDRO w ou ld  = $ 2 , 3 0 3 , 0 5 8
Added t o  a c t u a l  d i e s e l  g e n e r a t i o n  c o s t  o f  

g e n e r a t i o n  8 , 0 7 6 , 9 0 0  kwhr o r ,
$ 2 , 3 0 3 , 0 5 8  PLUS $ 5 2 6 ,  7 8 7 ...........  = $ 2 , 8 2 9 ,  845

The above h y p o t h e s i s  o f  a l l  d i e s e l  o p e r a t i o n  i n  
1 9 7 6  w ou ld  h ave  m ean t ,  3 6 . 9  m i l l  _ „ ,J --  ---------- _ — S I Hi

OR, g e n e r a t i o n  c o s t s ,  m a in t e n a n c e  and o p e r a t i o n  o n l y  
w ou ld  have been 2 1 8 % g r e a t e r  t h a n  i t  a c t u a l l y  was 
by  c o m b i n a t i o n ,  o r  c o n g l o m e r a t e ,  o f  h yd ro  fj d i e s e l .

The above i s  v e r y  c o n s e r v a t i v e  as i t  does  n o t  c o n s i d e r  
a d d i t i o n a l  s t a f f i n g  which w ou ld  have been n e c e s s a r y ,  
p l u s  o t h e r  f a c t o r s ,  i f  a l l  g e n e r a t i o n  had been by 
d i e s e l .

Time and s t a f f i n g  p r e v e n t s  a more i n - d e p t h  a n a l y s i s  a t  t h i s  t im e .

$ 2 , 8 2 9 , 8 4 5  M§0 C o s t s  
7 6 , 6 1 1 , 6 0 0  kwhr . 0 3 6 9 4  c e n t s / k w h r

o r ,
3 6 . 9  m i l l

1 1 . 6  m i l l

c c :  N. L . T eague ,  C i t y - U t i l i t i e s  Manager
Mack W h e e l e r ,  U .S .  C o rp s  o f  Army E n g i n e e r s  
E r n s t  fj E r n s t


	SRES10 HB 356



