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Mr. President:
1
The Committee on has had 3Jj<

Alaska Power Authority / Susitna Hydroelectric Project

under consideration and (a majority of the committee) (the committee
reports it back as follows)

( ) recommends it do pass ( ) vrecommends it do not pass
( ) recommends it do pass with attached amendment(s)

( ) recommends it be replaced with CS for

and () new title ( ) same title

~

) AND attaches a Letter of Intent ( ) New Fiscal Note

( ) reports it back without recommendation

( ) and recommends it be referred to the Committee
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0ffered:
hefarred:”

M
in tw
JOINT ACSOLUTIOM MO,
is ikuutwi Or tks dats O alassa
TIVIN LSCISLATORK - {(COM [CSSTOM
te *Iw Aleate Power
Authority, the Fhaae I analroe-
Hnmlt, Ncitl ad
tn{lK«rl«| Udlw of tla 11*
Naltw M rM IKIrtt Project
, ad lha taaurrlg d indebted-
Maa for Pheee 1.
LI 1T KX90LVBU NT TU LMISLATVXS Of m  «TAT( OP ALASKA:
inUAT, the MaaU rower Authority pwreoaet to AS 44.M.ISO tea
wubatltled to tte LegleUtur* ad to the C daaloaat of Otofoo ad
Zcotaoolt tealoyaaai a atataaaM aatllaiai tte atatoa of tte taaltaa
mydroeleelrle Projoat ad tte Plaa of Study <alllitn]| Iha aataoaaty
feecthillty ttudlea of tha project which la planned to he doelgned, end
cay ho acquired ar ecnetruetad by tte Delrod Statoo coder ee ejneaa«t
providlaa tor owoerehla af tte Prejeet by tte Authority! and
VU&KAS, tte Opatgrosa af tte Delted Stataa ao October 12, 1974,
emetied P.L. 94-SI7, tte Alaeha Nydroeleetrlo Power Dmlryaoat Act,
which Act authorlaod tte Socrotory of tte Awy ad tte V, I. Aray Cotpo
of Cnglneera to participate >4 tho Sualtne Hydroelectric Projecti end
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ULIUEAS, there 1* now pending hefore the Congress mmprepoaal which
would ouend f.L. M-MT7 ae ti la authorize an agreement between the
United Stataa and the Alula Pawar Authority which will provide that the
United Stataa will tolaberae the Authority for any el the Authority
funda expended la tHa Phaaa X atage of the Sualtna Nyd.aolettrie Project
*hould the Fhaaa 1 report not ho favorable or ohould the Authority
within throo yaara of the colletlea of the report bo unable te barrow
nonay to pay th# coastruction coete af the project. Including the coots
ef tha fhaaa | atudlaa, baaed an tha aacurlty of the project or Ita
ravenueo: and

WHEREAS, tha fhaaa | actlvitlaa outlined dallnaata tha onvtroauaautal,
economic, aoctal and engineering atudlaa roqutaite to Inforned declalon
mobing; and v

VUEREAS, tha coat to ha Incur?ed during fhaaa | la new eatlooted to
be $23,000,009 hut uay exceed that aoeant; and

VHUEaA, It la daauad to ha to tha heat intaraata af tha State ¢
Alaehe to proceed with fhaaa | ef the praject through the uaa ac Alaska
Power Authority aponaurad financing.

WHEREAS, Phase | studlaa ahall p.avide for aubatantlva public
Involvement throughout tho study pmecoso; end

WtUuS, Legislative approval ef project eonetructlea la required
should project faaalhlllity und doslrahllity raault fran th< study
procaat conducted uydar fhaaa 1 actlvlitlaa.

SIIT tnOU'tD that the Legislature of tha Scat* of Alaska argaa
tha pasaaga by tha Congress of tha United Stataa of tha praposad anendnents
to f.L. 94-387 to that tha Alaska Power Authority nay go forward with a
program of financing and nay enter Into any necessary egrsementa pursuant
to the proposed anandMnlt; and ba it
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NiKTIt'R RtSOLVEU that, based on the plan outlined In the etntrnent
of the Alaska Power Authority to the Lrglelature and to the Commissioner
of Commerce and Economic Development, the legislature efcer to tha
Incurting of Indrbtrdneae by the Aleekt Power Authority contingent upon
passage of amendments to P.I. 94-387 In an amount nacaaeary to finance
tho root of the Phaec T feasUlllly atudlaa af the sus'm* lydroclactric

Project, including Interest.



Outline of the Present Status of the Susitna
Hydroelectric Project and Action to be Taken by the
Alaska Power Authority for Financing of the Phase |1

Advanced Engineering and Design of the Project

Historical Background; The tremendous energy potential of the
Susitna Ttlver has been known for many years. The Bureau of

Reclamation and the Corps of Engineers, along with private In-
stitutions have conducted numerous studies of Susltna®s poten-

tial. Both of the Federal agencies conducted reconnaissance
level studies 1n the late 1940°"s and each published their fin-
dings iIn the early 1950%s. The more specific and detailed early
studies were performed by the Bureau of Reclamation. In fact,

In a 1960 feasibility report, the Bureau of Reclamation out-
lined a plan of development In the Upper Susitna River Basin
consisting of four high-head dams with a combined firm annual
energy capability of roughly 6.3 billion kilowatt hours. The
Bureau studies were backed up by limited foundation exploration
for three of the four damsltes (Devil Canyon, Vee and Denali

were drilled, Watana was not drilled). However, with the dis-
covery o* Cook Inlet natural gas, the economic attractiveness
of the Susitna project plummeted. With the formation of the

international oil cartel and the dramatic rise 1n fuel costs
during the 1970 *s, Congress requested that the Corps of Engineers

re-evalua*. the Bureau of Reclamation proposal fTor developing
the Upper Susitna River and to report its recommendations and
findings to Congress. Because of guestlonable foundation con-

ditions at the upper two damsltes (Vee and Denali), and the
attendant environmental Impact associated with those two projects,
the Corps modified the proposed development by raising the height
of the second upstream dam, Watana, and deleting the Vee and
Denali dams. The two-dam Devil Canyon-Watana scheme of develop-
ment would provide 6.1 billion kilowatt hours Tirm annual energy
but at a lesser cost and environmental Impact than the four dam
scheme. The Corps evaluated a number of energy alternatives
and concluded that coal fired generation and Susitna hydro-
electric are the most feasible long range options for the rall-
belt energy demand. Of the two options, the economic attractlv
ness of the Susitna project appears to be significantly greater
than coal Ffired steam generation. In October 1977 dollar?, the
estimated construction cost of the two dam scheme and attendant
transmission Tacilities 1s $2.1 billion. The average annual
energy cost from Susitna 1iIs estimated to be at least 30 percent
less than that of its coal counterpart.

Project Description: The Upper Susitna River Basin 1ls a 5310
square mile area bordered on the North and West by the Alaskan
Mountain range, and on the South by the Talkeetna Mountains.
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Primary wildlife within the basin consists of moose, bear, dall
sheep, caribou, wolf, raptors, and resident Tfish. Anadromous
eflsh do not migrate 1into the Upper Susitna, but they do spawn

1In the streams and sloughs downstream from the basin outlet.

The river 1is glacially fed and averages 7.1 million acre feet

of runoff annually. The plan of development Includes an 810
foot high earthfill dam at the Watana site, a 635 foot high
thin-arch dam at Devil Canyon and 365 miles of transmission line.
The Watana project would inundate 43,000 acres of land and 54
miles of natural river. Devil Canyon would flood 7500 acres of
land and 28 miles of river. In tandum, the projects would pro-
duce a total of 6.1 billion kilowatt hours of firm annual energy
and an average of 0.8 billion kilowatt hours of annual secondary

energy.- It 1s estimated that Watana could be on line by 1990
and as demand dictates, presumably five years later, Devil Canyon
would be brought on [line. Based on the preliminary design, the

two projects would be capable of withstanding the effects of an
8.5 magnitude earthquake with an epicenter of 40 miles from the
proj ects.

Present Status: The Corps of Engineers submitted their Susitna
feaslbllfty report to Congress 1n 1976. Pending the Chief of
Engineers final report to Congress, the project was given con-
ditional authoilzation to proceed to Phase 1 Advanced Engi-
neering and Design as a federal project. (Section 160, Water
Resources Development Act of 1976, P.L. 94-587). Contained 1n
the same bill 1Is Section 203 known as the Alaska Hydropower
Development Fund. This section provides for a joint venture 1n
developing hydropower projects 1n Alaska 1n which, for previously
authorized hydropower projects, the Corps of Engineers would de-
sign and construct the project using state TfTinancing and the

state would own and operate the project. Bradley Lake and
Snettlsham are the only authorized projects 1n the state which
qualify for development under this program. Because the Office

of Management and Budget (OMB) felt that there was Insufficient
field exploration to substantiate the project cost estimate
contained 1n the Corps 1976 feasibility report, the Chief of

Engineers did not make his final report to Congress. Thus,
Susitnha remains an unauthorized project, disqualifying 1t for
participation under Section 203. However, In order to provide

the necessary explorations the Corps has made $3.0 million
available for a twelve month foundation exploration program which
should lead to final authorization of the project. That twelve
month effort began on January 1, 1978, and the Corps 1s presently
conducting Its explorations at the Watana damslte.

1978 Water Resources Development Act: Since Section 203, as 1t
presently reads, makes It difficult for the state to provide
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the necessary financing for Phase |1 studies, the Act will be
amended under the 1978 Water Resources Development Act. State
and Tfederal personnel, along with their bond counsel and finan-
cial and legal advisors have agreed upon the proper language,
which should be contained 1n Section 203. Also Included 1in the
pending bill will be direct authorization of the Susitna Project
thus making 1t eligible for Section 203 participation exclusive
of the OMB desire for the $3.0 million twelve month exploration
program. The bill should reach the cenate Water Resources Sub-
committee 1n latter April. The House version of the bill will
probably not contain the amending language for Section 203 nor
direct authorization for Susitna. Thus, these Iltems will have
to be added 1n conference committee. Considering the other
national Issues, 1t 1s estimated that the bill will not be autho-
rized before July, 1978. Thus the Phase | Studies could begin
by the latter part of the 1978 field season.

Alaska Power Authority Action: It 1s the Intention of the Alaska
Power Authority to participate under Section 203 for the Phase 1
studies. Financing for the studies would come from the sale of
tax exempt municipal bonds; thus, the debt would not become a
general obligation of the state. Should the $25,000,000 plus
Phase 1 studies Indicate that the project 1s not feasible, the
Federal Government would repay the cost and Interest of the bonds.
At the conclusion of the Phase |1 studies, the State would have
the option to proceed Into construction with the Corps of Engi-
neers or to use the services of a private engineering Tirm. Many
of the studies to be conducted under Phase 1 would be managed by
the Power Authority rather than the Corps of Engineers.

Plan of Study: The Alaska Power Authority made $100,000 avail-
able to the~Alaska District Corps of Engineers 1n July, 1977 for
the purpose of developing the Phase 1 Study program. The Corps
submitted their first draft to the State 1n September, 1977.
Based on the State"s review comments, the Corps 1s now finalizing
the Susitna Plan of Study.

Land Status: The Susitna project would flood roughly 50,000 acres
of~l and o r whlch roughly 24,000 acres have been classified as
power withdrawal Jlands. This land, along with most of the remain-
der needed for the two proposed dams and reservoirs, has been
claimed by the Cook Inlet Native Corporation and Tfour native vil-

lages. Until the land can be transferred to the Natives, the
Bureau of Land Management retains custody for the Federal Govern-
ment. Prior to entry for Phase |1 studies, access permission would

be necessary from either BLM or the Native Associations depending
on the owners at that time. The Cook Inlet Region 1s presently
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negotiating with the four villages to trade them out of the

Susitna land. Presumably, the region would then negotiate the
eSusitna land for possible excess military land on Fort Richard-
son. The State could then claim the Susitna land under the _terms

of the Statehood Act, 1f 1t so desired.

D-2 Classification: Although the Susitna River was Included as
one of twenty rivers that should be studied by the BLM for pos-
sible classification as a Wild and Scenic River 1n 1972, Susitna
was dropped from the 11st during the early screening. It was
suggested 1n the study, however, that Susitna should be studied
further. The House Interior Committee has drafted their version
of the D-2 Land Classification Bill and has excluded Susitna
from any 0-2 classification. IT the project Is classified as a
river to be studied for Wild and Scenic River classification,
without special exemption, the Phase 1 studies would not be per-
mitted until the completion of the study.

Funding; $5.45 million has been Included 1n the federal appro-
pTTaTTon for Input to the Alaska Hydroelectric Power Development

Fund. This 1s the estimated cost of financing the first year of
the four year Phase 1 study. However, since the total estimated
cost Including Interest 1s 1n excess of $25.0 million, 1t would

be desirable that the entire amount be placed 1n the Fund. As a

show of good faith, upon enactment of the 1978 Water Resources
Development Act, the Power Authority, through the sale of revenue
bonds, would make available the Tfull study cost amount. This
would be held 1n escrow and could only be used to finance the
Phase 1 studies to the extent that matching funds are made avail-
able from Tfederal funds. This show of good faith should provide
the leverage for the Federal Government to put up the remainder
of matching funds needed for Phase 1.

Agreement: A mutual agreement between the Alaska Power Authority
and the Corps of Engineers fTor the Phase | studies would be deve-
loped and signed pursuant to passage of the 1978 Water Resources
Omnibus B111.



Dam project closer to?

(X
By the Associated Press

U.S. Senate approval Wednesday
of two amendments to the Waterway
Users Bill bnm};s Alaska’s proposed
Susitna hydroelectric project closer
to realization, according to the office
of Senator Mike Gravel.

The Alaska Democrat wrote hoth
amendments, which were accepted
without a vote. They change the
Alaska Hydroelectric Power

Development Act of 1976. also, writ-

ten by Gravel. That act originally
authorized the Alaska dams.

The, pr0+ect would involve con-

struction of two dams on the Susitna
River between Anchorage and Fair-

Gravel says

banks. It would ‘have a capacity. of
1500 megawatts and would provide
ahout 60 percent of electricity needs
in Alaka's railbek cities. Theproject
could be completed as early as 1990,
Gravel's office reports.

One of Gravel's amendments
would allow the Army Corps of
Engineers. to go ahead” with phase
oné planning work. Under the 1976
act, the Office of Management and
Budget was to apBrove the corps'
feasibility studies before phase one
work began. But Gravel contends fa-
vorable Studies of the Alaska project
and three others in the lower 48 have
been held up by the OMB.



Senaté Kills
Gravel's Push
Of New Canal

: B¥BETT_Y MILLS
Timet Washington Bureay
WASHINGTON "~ The Senate
todcy defeated, 4943, an amendment
?(ffered by.Sen. Mike grave! D-Alas-
2, authonzmg a study of 'he feasi-
bility of a néw sea-fevel Panama

Canal.

Q‘?ravel offered the amendment, to
the waterwgytﬁsesrs bt|II now heing
consjder enate.

_ %he X?as%a_semocrat, the lead-
ing champion in the Senate of the
sea-level canal concep‘, ointed out
that the present canal is chsolste,
say;,%“we're Wasrnn maney.” :
not move forward to’acquire
knowled%e IS not very foresighted”
he added. The amendment would
authonze 88 million for thf stu%

Sen. Pete  Domenicl, R-N.M.,
S[ﬁ)Ok% a%alnst the am?ndment, sa?/_-
19 the Panama Canal treaties rafi
fied by th% Senate _Prowde for a
study on (he possibility of a new

cangl. .

&|aska_ Republican Ted Stevens
voted against Gravel’s amendment.

The'amendment was subject only
to brief debate, with Gravel, the
floor manager of the waterways bill
n Nis capacity as chairman of the
urater resources subcommittee, tel-
Ing the Senate that (he ssue had
teén discussed extensively during
he éanal trgatles debate.
. Gravel brought the amendment
ip late Tuesdayand said, 1 know of
|_<>ob#ect|on to  but put the issue
Iver for a vote today b?caaise of the
ecenl controversy involved over the

ty. .

?nyother action on the waterways
all, the senate accepted two Gravel
Imendments which’ moved the Su-
itna hydroelectric proaect closer to
eal nation. One amendment allows
he Corps of Engineers to proceed
vith rFh_ase one work on the [ohect
vhich nvolves the construction of
win dams on the Susjtna River.

When  completed, the protject
vould provide Some 80 percent of the
lectricity needs in Alaska's railbelt

egion.
gAlgo adopted were Improvements

n the technical language dealin
(See Page?, (,gol. %) d

Senate Rejects Bid ~
For New anal Study

with financing of the project.

Both amendments were adopted

unanlmousléyb v0|c%vo_te Monda)é.
_ The 1976 laW authorizing the Su-
sitna project, which was sponsgred
by Gravel, provided for a prelimi-
nary.feasibility study by the Corps of
Engineers, assessing “the project.
After a review of “the feasibility
stuoy by the White House Office of
Man%gement and Budget, the corps
would”proceeq to ptasé one work —
d_e5|9n, cost/benefit analysis and
r|nneamsenV|ronmental impact state-

Gravel sponsored the new amend-
ment since the budget office has held
up the favorable teasibility study on
the_Susitna project. _

The 1970 law alsg provided, for
state bonde to pay for the Pro ect,
with federal” guardntees for phase
one work, The state would own the
dams, with the corPs constructing
them as contractors for the state.

The second amendment im-
Proved problems in the Ianguage of
the 1976 law dealing with state Bond-
Ing.and (he federal quarantees. They
InCluded time limitations on the
Corps  Work; . necessary —congres-
sional a;fpr?pnatmns, congressional
approval of a_corps-state contract;
und state bonding.
~ Gravel believes that state land-
mq to pay for major water projects
will overcome ohjections to the pro-

ects,
1t we're successful In bringin
this about in Alaska, it will probgblg

The Anchorage Times
Published every Mflemoor. mxi rcery Sun
ilu> morning except cemiln hoIid%)é% v the
ah hnruge | iir.es Puhititiina co , Fourth
Ave., Anchor@#*, Alaska M30l Mull subs, rtp-
linrvi. including postage, per month In Alaska
Dully S? «#, Sunday M SO

Second class osta(];e paid it Anchorage,
Alaska, and at additional mailing offices
Represented nationally by
Cresmer, Woogdward
o'Mnra A Onnsbee Int.

Continued from Page One)

be the way all future hydro projects
will be funded,” Grave| said.

Also adopted unanimously by the
«Senate was an amendment’ offered
tl)Ey Stevens to provide for a Corps of

anee,rs study_of an erosion con-
trol” project in "Bethel. The amend-
men s/garkeq a brief discourse be-
tween Alaska's two senators.

Stevens salJ the project "is des-
perately needed to protect the prop-
_ertY and lives of the peopie who live
Lna his growing community in Alas-

Gravel said the Public Works
Committee authorized a similar
stuqk last September.

et us put it In, and the senator
can drgpl it In conference if it is not
needed." Stevens told Gravel.,

Gravel responded; "l think my
colleague will recognize that | would
not want the Inpression left In
Bethe| that 1 was not J?hnn -0n-the-
gpsxt)g In"taking care of their inter-

"We are both Johnnies-on-the-
spot. We []US'[ want to make sure the
corps tells us the same thing," Ste-
vens said. , ,

Gravel replied: "The Public
Works Comm&tee has already done
this, but If it takes redundancy to get

the gtteptlon of the corps, 1"do not
mind It.
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Old-timer: one

who remembers
when a man did his

- own withholding
on Ms take-home
pay.
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