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A L A S K A  S T A T E  L E G I S L A T U R E  

H O U S E  O F  R E P R E S E N T A T I V E S  
R E S E A R C H  A G E N C Y

h'oucn r .  Mate Capitol 
Juneau, Alaska 99811 

(907) 465-3991

March 18, 1982

MEMORANDUM

TO: Representative Eric Sutcliffe

Attn: Pat Lawler

FROM: Jack Kreinhede

Research Staff

RE: HB 758 Real Power Costs

Research Request No. 82-65

S

You requested that we prepare a chart showing the estimted busbar

(wholesale) cost of power und er  HB 758 for Terror Lake and Lake Tyee 

in "real" or 1982 dollars. The attached graph indicates that for Lake 

Tyee, the power cost in 1982 dollars would decline from about 16.1 

cents per ki lowatt hour (KWH) in 1985 to about 2.3 cents/KWH by 2017. 

This compares to a current power generation cost (not d e l u d i n g

distribution, administration, etc.) of approximately 1C.6 cent* KWH in 

Wrangell and 6.1 cents/KWH in Petersburg, whici) receives part f its

power from an existing hydro facility. Terror Lake power costs are

p rojected to decline from 6 . 0  cents/KWH in 1985 to 10 cents/KWH in 

2018, compared to a current power generation cost in Kodiak of doout 

9.1 cents/KWH.

These estimates are based on p ow e r cost figures prepared by the Division 

of Budget and Management in t h e  Office of the Governor, with an assumed 

annual inflation rate of 7 percent. The power costs shown are for a 

low growth scenario, in which annual power consumption grows at the 

average 1976-1980 rate. The feasibility studies for the Terror Lake 

a n d Lake Tyee projects also projected high growth rates based on more 

rapid po pu lation growth, economic development, etc. The power costs 

shown on the attached chart wo ul d decline more steeply if the high er 

growth rates occurred. A brief review of projected power costs for 

Bradley Lake, Solomon Gulch, and Swan Lake indicates that similar d e­

clines in real p ow er  costs c an  be expected for these hydro projects, 

although the specific power C'Jts vary among the different projects.

Please don't hesitate to contact me if you have further questions.

J K/ b f

E n d s .
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FISCAL NOTE

THE LEGISLATURE OF THE STATE Ut AJLASKa
TWELFTH LEGISLATURE

. ■ —

I. R E Q UEST
D m  ll;_ HR 758 __________________

Title Relating to the Energy Program for Alaska 
R e q u e s t e d  b v  M o i k p  Rpsnnrcps nnmmitt.ee_____________

II. FISCAL DETAIL
A g e n c y  Affected A lctskfl Power A u t h o r i t y ____________

Date M a r c h  20. 1982

P r o g r a m  Category A f f e c t e d Operations
BRU, Program, Or Subprogram(s) Affected___________________________________________
(Note: If more than one budget component is affected, separate l i n e - i t e m  

amounts and funding for each component in the analysis s e c t i o n . )

EXPENDITURES (Thousands of Dollars)

FY 82 Fir 83 FY 84 FY 85 FY 86 F Y  87

100 PERS O N A L  SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND &  STRUCTURES
700 GRANTS,CLAIMS,ETC.

U I T U U U 0

TOTAL

FUNDING (Thousands of Dollars)

GENERAL FUND
F EDERAL FUNDS
OTHER (Specify Source)

0

POSITIONS

FULL TIME 
PART TIME 
T EMPORARY

0

. ---------------

III. ANALYSIS (See Fiscal Note Preparation Instruction, S e c t i o n  III)

This bill has no fiscal impact upon APA operations.

IV. DATE March VCi. 108?________ PREPARED BY Terry Mr.Qiiirp

AGENCY .Alas ka-rP-awe r-Autho.ni-.ty-
Original: Legislative Finance PHONE c l l - l b4I________________
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)
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IN T H E  H O U S E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

C S  F O R  H O U S E  B I L L  NO. 758 ( R e s o u r c e s )

IN  T H E  L E G I S L A T U R E . O F  T H E  S T A T E  O F  A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

For a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to the A l a s k a  P o w e r  A u t h o r i t y . "

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  4 4 . 8 3 . 0 9 0 ( b )  i s  a m e n d e d  to read:

(b) T h e  a u t h o r i t y  is n o t  s u b j e c t  to the j u r i s d i c t i o n  o f  the A l a s k a

P u b l i c  .Utilities C o m m i s s i o n .  E x c e p t  as p r o v i d e d  i n  A S  4 4 . 8 3 . 3 9 8 ( h )  - 

(j ), n o t h i n g  [ N O T H I N G ]  i n  AS 4 4 . 8 3 . 0 1 0  - 4 4 . 8 3 . 3 1 0  g r a n t s  the a u t h o r i t y  

a n y  j u r i s d i c t i o n  o v e r  the s e r v i c e s  or r a t e s  of a n y  p u b l i c  u t i l i t y  or 

d i m i n i s h e s  or o t h e r w i s e  a l t e r s  the j u r i s d i c t i o n  of  t h e  A l a s k a  P u b l i c  

U t i l i t i e s  C o m m i s s i o n  w i t h  r e s p e c t  to a n y  p u b l i c  u t i l i t y  i n c l u d i n g  a n y  

r i g h t  the c o m m i s s i o n  m a y  h a v e  to r e v i e w  a n d  a p p r o v e  o r  d i s a p p r o v e  c o n­

t r a c t s  f o r  the p u r c h a s e  of e l e c t r i c i t y  b y  a p u b l i c  u t i l i t y .

* Sec. 2. A S  4 4 . 8 3 . 1 1 0  is a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  to r e a d :

(h) If the a u t h o r i t y  d e c i d e s  to c o v e n a n t  to i s s u e  b o n d s  o r  to

i s s u e  b o n d s  s e c u r e d  b y  a c a p i t a l  r e s e r v e  f u nd, the b o n d s  m a y  n o t  b e  

i s s u e d  u n t i l  1 0  d*y<? a f t e r  thr> a u t h o r i t y  h a s  m a i l e d  n o t i f i c a t i o n  to the 

S t a t e  B o n d  C o m m i t t e e  a n d  the L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e  by  

c e r t i f i e d  m a i l  of its i n t e n t i o n  to e s t a b l i s h  a c a p i t a l  r e s e r v e  f u n d  to 

s e c u r e  the b o n d  i s s u e .  T h e  n o t i f i c a t i o n  s h a l l  i n c l u d e  the a m o u n t  o f  the 

c a p i t a l  r e s e r v e  f u n d  to be e s t a b l i s h e d ,  the a m o u n t  o f  b o n d s  p r o p o s e d  to 

b e  i s s u e d ,  a n d  the t o t a l  c o s t  of the p r o j e c t  for w h i c h  the b o n d s  a r e  to 

be i s s u e d .  T h e  n o t i f i c a t i o n  s h a l l  be a c c o m p a n i e d  b y  a n  e s t i m a t e  b y  the 

a u t h o r i t y  o f  the n e e d  to w i t h d r a w  m o n e y  f r o m  the c a p i t a l  r e s e r v e  f u n d  

d u r i n g  t h e  t e r m  of  the b o n d  i s s u e ,  the a m o u n t  t h a t  i t  m a y  be n e c e s s a r y  

t o  w i t h d r a w ,  a n d  the t i m e  at w h i c h  w i t h d r a w a l s  a r e  e s t i m a t e d  to b e

-1- C S H B  7 5 8 (Res)
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I

n e e d e d .  T h e  a u t h o r i t y  s h a l l  a n n u a l l y  p r e p a r e  a r e v i s e d  e s t i m a t e ,

c o n s i d e r i n g  the s a m e  f a c t o r s ,  a n d  a s t a t e m e n t  of  a l l

w i t h d r a w a l s  t h a t  h a v e  o c c u r r e d  f r o m  the d a t e  o f  i s s u a n c e  of the b o n d s

to the e n d  of the c a l e n d a r  year. T h e  r e v i s e d  e s t i m a t e  a n d  s t a t e m e n t

s h a l l  be s u b m i t t e d  to the S t a t e  B o n d  C o m m i t t e e  a n d  t h e  L e g i s l a t i v e

B u d g e t  a n d  A u d i t  C o m m i t t e e  b y  J a n u a r y  30 o f  t h e  s u c c e e d i n g  y e a r .

‘T' r  e c o O A v s  ft o c < f
* S e c .  3. f l s "  44. 83 .17 7 (b) [ i s  a m e n d e d  by'"adding a" n e w  p a r a g r a p h  to r ead: 

(4) i n c l u d e ,  w h e n  a p p r o p r i a t e ,  r e c o m m e n d e d  m e a s u r e s  t o  

m i t i g a t e  d a m a g e s  t o ^ r i§ X b r i e s  r e s o u r c e s  a n d  t p ^ p r ^ t e c t  o r  e n h a n c e

f i s h e r i e s ^ o u r f A r t /  ( ^  7

* Se c .  4. A S  4 4 . 8 3 . 1 8 1 ( b ) ( 1 )  is a m e n d e d  to read:

(1 ) i n f o r m a t i o n  a b o u t  the p r o p o s e d  p r o j e c t ,  i n c l u d i n g  b u t  

n o t  l i m i t e d  to e s t i m a t e s  of  t o t a l  p r o j e c t  c o n s t r u c t i o n  c o s t s ,  t o t a l  

p r o j e c t  o p e r a t i n g  c o s t s ,  the c o s t s  of t r a n s m i s s i o n  s y s t e m s  a n d  r e s e r v e  

p o w e r  r e q u i r e m e n t s ,  t h e  t i m i n g  a n d  a m o u n t  of a n t i c i p a t e d  r e t u r n s  f r o m  

the c o m p l e t e d  p r o j e c t ,  a b e n e f i t - t o - c o s t  r a t i o ,  the p o t e n t i a l  e f f e c t  

o f  the p r o j e c t  on  the e n v i r o n m e n t  of the a r e a  w h i c h  w i l l  be s e r v e d  b y  

t h e  p r o j e c t  w h e n  c o m p l e t e d  i n c l u d i n g ,  w h e n  apprppr^a-fceu r e c o m m e n d e d  

m e a s u r e s  to m i t i g a t e  d a m a g e  to f i s h e . r d r g ^ r b s o u r c e s  a q H ^ m e a s u r e s  to

intfco c r k ,  )
p r o t e c t  or e n h a n c e  f i s h e r i e s  r e s o u r c e s ,  gj*d t h e  a v a i l a b i l i t y  of a l t e r ­

n a t i v e  g o v e r n m e n t  f i n a n c i n g ;
  V

S e c .  5.) AS 4 4 . 8 3 . 1 8 3  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to r e a d :

(e) T h e  r e p o r t  r e q u i r e d  b y  (c) of this s e c t i o n  s h a l l  i n c l u d e  a 

f i n a n c i a l  a n a l y s i s  of the p r o p o s e d  p r o j e c t  o f  the a u t h o r i t y  t h a t  

e v a l u a t e s  p r o p o s e d  b o n d  r e s o l u t i o n s  or o t h e r  f i n a n c i a l  a r r a n g e m e n t s  o r  

f i n a n c i a l  p l a n s ,  s e c u r i t y  p l ans a n d  a r r a n g e m e n t s ,  c o s t  a n d  d e m a n d  

u n c e r t a i n t i e s ,  a n d  d e b t  v o l u m e ,  as th e y  r e l a t e  t o  the t o t a l  d i r e c t  a n d  

i n d i r e c t  i n d e b t e d n e s s  of the state. In p r e p a r i n g  the f i n a n c i a l  a n a l y s i s  

r e q u i r e d  b y  this s e c t i o n  the d i v i s i o n  of b u d g e t  a n d  '.anageraent m a y  u s e

-2- C S H B  7 5 8  (?.es)
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t h e  s e r v i c e s  of o u t s i d e  a g e n c i e s  or i n s t i t u t i o n s  t h a t  a r e  n o t  o t h e r w i s e  

i n v o l v e d  i n  the p r o j e c t .

* Se c .  6 . A S  4 4 . 8 3 . 1 8 5 ( c )  i s  .amended to read:

(c) T h e  l e g i s l a t u r e  s h a l l  c o n s i d e r  a n d  m u s t  a p p r o v e  a l l  p r o p o s e d  

n e w  p r o j e c t s  e x c e p t  p r o p o s e d  n e w  p r o j e c t s  t h a t  a r e  e x e m p t  u n d e r  A S  4 4 . -  

G 3 . 1 S 7 .  x h e  l e g i s l a t u r e  m a y  a p p r o v e  a p r o p o s e d  n e w  p r o j e c t  o n l y  b y

i
e n a c t i n g  l a w  t h a t  a u t h o r i z e s  the p r o j e c t  a n d  a p p r o v e s  a  m a x i m u m  c o n­

s t r u c t i o n  c o s t  f o r  [ A U T H O R I Z I N G ]  t h a t  p r o j e c t .

* Sec. 7. A S  4 4 . 8 3  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  r e ad:

Sec. 4 4 . 8 3 . 1 8 6 .  F I N A L  C O S T  E S T I M A T E  A N D  R E A U T H O R I Z A T I O N  B Y  T H E  

L E G I S L A T U R E .  If a p r o j e c t  is a p p r o v e d  u n d e r  A S  4 4 . 8 3 . 1 8 5 ( c ) ,  the 

a u t h o r i t y  s h a l l  o b t a i n  a f i n a l  c o s t  e s t i m a t e  f o r  the p r o j e c t  f r o m  a n  

i n d e p e n d e n t  s o u r c e  q u a l i f i e d  to m a k e  s u c h  a n  e s t i m a t e .  I f  the f i n a l  

c o s t  e s t i m a t e  d o e s  n o t  e x c e e d  the c o s t  e s t i m a t e  p r e s e n t e d  b y  the 

a u t h o r i t y  to the l e g i s l a t u r e  u n d e r  AS 4 4 . 8 3 . 1 8 5  b y  m o r e  t h a n  f i v e

p e r c e n t ,  the a u t h o r i t y  m a y  p r o c e e d  w i t h  the c o n s t r u c t i o n  o f  the p r o j e c t .  

I f  the f i n a l  c o s t  e s t i m a t e  e x c e e d s  the c o s t  e s t i m a t e  p r e s e n t e d  b y  t h e

a u t h o r i t y  to the l e g i s l a t u r e  u n d e r  AS 4 4 . 5 3 . 1 8 5  b y  m o r e  t h a n  f i v e

p e r c e n t ,  the a u t h o r i t y  s h a l l  r e v i s e  its f e a s i b i l i t y  s t u d y  a n d ,  i f  it

d e t e r m i n e s  t h a t  t h e  p r o j e c t  r e m a i n s  f e a s i b l e ,  t h e  a u t h o r i t y  s h a l l  

submit' the r e v i s e d  f e a s i b i l i t y  s t u d y  a n d  the I n d e p e n d e n t  c o s t  e s t i m a t e  

t o  the l e g i s l a t u r e .  A p r o p o s e d  p r o j e c t  t h a t  is r e t u r n e d  f o r  r e c o n s i d e r -  

a t i o n  b y  the l e g i s l a t u r e  u n d e r  t h i s  s e c t i o n  m a y  n o t  b e  c o n s t r u c t e d  

u n l e s s  the l e g i s l a t u r e  r e a u t h o r i z e s  it b y  e n a c t i n g  l a w  f o r  t h a t  p u r p o s e .

* Se c .  8 . A S  4 4 . 8 3 . 1 8 9  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to r e a d :

(b) A c o n t r a c t o r  w h o  has p a r t i c i p a t e d  i n  t h e  p r e p a r a t i o n  o f  t h e  

f e a s i b i l i t y  s t u d y  for or i n  the e n g i n e e r i n g  d e s i g n  o f  t h e  p r o j e c t  m a y

n o t  p a r t i c i p a t e  i n  the c o n s t r u c t i o n  m a n a g e m e n t  o r  the c o n s t r u c t i o n  o f
*

t h e  p r o j e c t  b y  the a u t h o r i t y .  ^ ^



* S e c .  9. AS  4 4 . 8 3 . 3 8 0 ( b )  is a m e n d e d  to read;

(b) T h e  e n e r g y  p r o g r a m  f o r  A l a s k a  is a p r o g r a m  b y  w h i c h  t h e  a u ­

t h o r i t y  m a y  a c q u i r e  or c o n s t r u c t  p o w e r  p r o j e c t s  w i t h  m o n e y  a p p r o p r i a t e d  

b y  t h e  l e g i s l a t u r e  to the p o w e r  d e v e l o p m e n t  f u n d  e s t a b l i s h e d  i n  A S  4 4 . -  

8 3 . 3 8 2 .  A p o w e r  p r o j e c t  m a y  be a c q u i r e d  or  c o n s t r u c t e d  a s  p a r t  o f  t h e  

e n e r g y  p r o g r a m  f o r  A l a s k a  o n l y  i f

(1 ) f o r  a p o w e r  p r o j e c t  t h a t  w i l l  g e n e r a t e  m o r e  t h a n  1 . 5

m e g a w a t t s  of p o w e r  a n d  o n  w h i c h  c o n s t r u c t i o n  h a s  n o t  b e g u n

'(A) the p o w e r  p r o j e c t  is s u b m i t t e d  to  a n d  a p p r o v e d  b y  

the l e g i s l a t u r e  i n  a c c o r d a n c e  w i t h  p r o c e d u r e s  s e t  o u t  i n  A S  4 4 . -  

8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 7 ; a n d

(B) the a u t h o r i t y  m a k e s  the d e t e r m i n a t i o n s  r e q u i r e d  b y  

AS 4 4 . 8 3 . 3 9 4  w i t h  r e s p e c t  to the p o w e r  p r o j e c t ;

(2 ) f o r  a p o w e r  p r o j e c t  th a t  w i l l  g e n e r a t e  m o r e  t h a n  1 . 5

m e g a w a t t s  of p o w e r  a n d  o n  w h i c h  c o n s t r u c t i o n  h a s  b e g u n  o r  is c o m p l e t e d ,

t h e  a u t h o r i t y  m a k e s  the d e t e r m i n a t i o n s  r e q u i r e d  b y  A S  4 4 . 8 3 . 3 9 4  w i t h  r e­

s p e c t  to the p o w e r  p r o j e c t ;  a n d

(3) f o r  a p o w e r  p r o j e c t  t h a t  w i l l  g e n e r a t e  1 . 5  m e g a w a t t s  

o f  p o w e r  or less, on w h i c h  c o n s t r u c t i o n  h a s  n o t  b e g u n ,  t h e  a u t h o r i t y  

p r e p a r e s  a f e a s i b i l i t y  s t u d y  for the p o w e r  p r o j e c t  i n  a c c o r d a n c e  w i t h

A S  4 4 . 8 3 . 1 8 1  a n d  m a k e s  the d e t e r m i n a t i o n s  r e q u i r e d  b y  AS  4 4 . 8 3 . 3 9 4  w i t h

r e s p e c t  to the p o w e r  p r o j e c t .

* Sec. 10. AS  4 4 . 8 3 . 3 8 2 ( b )  is a m e n d e d  to read:

(b) T h e  f u n d  c o n s i s t s  of [ I N C L U D E S

(1)] m o n e y  a p p r o p r i a t e d  to it b y  the l e g i s l a t u r e  [; A N D

(2) R E V E N U E S  C O L L E C T E D  F R O M  T H E  S A L E  O F  P O W E R  T H A T  A R E  N O T  

R E Q U I R E D  B Y  L A W  T O  BE D E P O S I T E D  I N T O  T H E  G E N E R A L  F U N D ]  .

* S e c .  11. A S  4 4 . 8 3 . 3 8 4 ( b )  is a m e n d e d  to read;

(b) M o n e y  i n  the f u n d  m a y  be u s e d  u n d e r  (a) o f  t h i s  s e c t i o n  o n l y
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f o r  a p o w e r  p r o j e c t  t h a t

(1) m e e t s  t h e  r e v e n u e  r e q u i r e m e n t s  of A S  4 4 . 8 3 . 3 9 4 ;  [AND]

(2 ) p r o v i d e s  the l o w e s t  r e a s o n a b l e  p o w e r  c o s t  t o  u t i l i t y  

c u s t o m e r s  i n  t h e  m a r k e t  a r e a  for t h e  e s t i m a t e d  li f e  o f  t h e  p o w e r  p r o j e c t ,  

w h p t h p r  n n p r a f o H  b y  i t s e l f  cr ir. c o n j u n c t i o n  w i t h  othcj. p u w e i  p r o j e c t s  

i n  t h e  m a r k e t  a r e a ,  a n d  t h a t  o p e r a t e s  or w i l l  o p e r a t e  o n  o n e  o r  m o r e  of  

the f o l l o w i n g :

(A) r e n e w a b l e  e n e r g y  r e s o u r c e s ,  i n c l u d i n g  b u t  n o t  l i m i t e d  

to h y d r o e l e c t r i c  p o w e r ,  w i n d ,  b i o m a s s ,  g e o t h e r m a l ,  t i d a l  o r  s o l a r  

e n e r g y ,  or  a m e t h o d  t h a t  u s e s  t e m p e r a t u r e  d i f f e r e n t i a l s  o r  o t h e r  

p h y s i c a l  p r o p e r t i e s  of  the o c e a n ;

(B) co a l  or peat;

(C) e n e r g y  d e r i v e d  f r o m  w a s t e  h e a t ;  o r

(D) f o s s i l  fuel, i n c l u d i n g  o i l  or n a t u r a l  g a s ; a n d

(3) h a s  b e e n  a p p r o v e d  b y  a m a j o r i t y  o f  the v o t e r s  i n  a n  

e l e c t i o n  h e l d  u n d e r  AS 4 4 . 8 3 . 3 8 5 .

* S e c .  12. AS 4 4 . 8 3  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to r e a d :

Sec. 4 A . 8 3 . 3 8 5 .  E L E C T I O N S  O N  P O W E R  P R O J E C T S .  (a) B e f o r e  t h e  

a u t h o r i t y  m a y  use m o n e y  in the p o w e r  d e v e l o p m e n t  f u n d  e s t a b l i s h e d  in  

AS  4 4 . 8 3 . 3 8 2  to a c q u i r e  or c o n s t r u c t  a p o w e r  p r o j e c t ,  the p o w e r  p r o j e c t  

m u s t  be a n n r n w H  b y  a m a i o r i t y  of  the v o t e r s  a t  a n  e l e c t i o n  L u l u  u n d e r

t h i s  s e c t i o n .  H o w e v e r ,  the a u t h o r i t y  m a y  u s e  m o n e y  i n  t h e  p o w e r  d e v e l o p­

m e n t ,  f u n d  f o r  a f e a s i b i l i t y  s t u d y  r e q u i r e d  b y  AS  4 4 . 8 3 . 3 8 0 ( b )  w i t h o u t  

v o t e r  a p p r o v a l  u n d e r  this s e c t i o n .

(b) B e f o r e  a n  e l e c t i o n  is h e l d  u n d e r  t h i s  s e c t i o n  the a u t h o r i t y  

s h a l l  d e t e r m i n e  i n  w r i t i n g  the a m o u n t  of m o n e y  f r o m  t h e  p o w e r  d e v e l o p ­

m e n t  f u n d  the a u t h o r i t y  i n t e n d s  to u s e  to a c q u i r e  or  c o n s t r u c t  a  p o w e r

p r o j e c t .  T h e  a u t h o r i t y  s h a l l  t h e n  p r o v i d e  a c o p y  o f  i t s  w r i t t e n  d e t e r ­

m i n a t i o n ,  t o g e t h e r  w i t h  a d e s c r i p t i o n  o f  the a r e a  t h a t  w i l l  be s e r v e d  b y
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t h e  p o w e r  p r o j e c t ,  to the d i v i s i o n  of  e l e c t i o n s ,  O f f i c e  o f  t h e  L i e u t e n a n t  

G o v e r n o r ,  the d i v i s i o n  of b u d g e t  a n d  m a n a g e m e n t ,  O f f i c e  o f  t h e  G o v e r n o r ,  

a n d  to e a c h  m e m b e r  of the l e g i s l a t u r e .  If t h e  p o w e r  p r o j e c t  is s u b j e c t  

to r e v i e w  u n d e r  A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 7 ,  t h e  a u t h o r i t y  s h a l l  p r e p a r e  

i t s  w r i t t e n  d p t e r m i n a t i o n  u n d e r  t m s  s u b s e c t i o n  a f t e r  t h e  d i v i s i o n  or 

b u d g e t  a n d  m a n a g e m e n t  s u b m i t s  its r e p o r t  u n d e r  A S  4 4 . 8 3 . 1 8 3 ( c ) .  If t h e  

p o w e r  p r o j e c t  is n o t  s u b j e c t ' t o  r e v i e w  u n d e r  A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 7 ,  

the a u t h o r i t y  s h a l l  p r e p a r e  its w r i t t e n  d e t e r m i n a t i o n  u n d e r  t h i s  s u b­

s e c t i o n  a f t e r  the di /ision of b u d g e t  a n d  m a n a g e m e n t  a p p r o v e s  a d e t e r­

m i n a t i o n  u n d e r  A S  4 4 . 8 3 . 3 9 4  that the p o w e r  p r o j e c t  is  e c o n o m i c a l l y  

f e a s i b l e .

(c) A f t e r  r e c e i p t  of a w r i t t e n  d e t e r m i n a t i o n  u n d e r  (b) o f  this 

s e c t i o n ,  the d i v i s i o n  o f  e l e c t i o n s  s h a l l  c o n d u c t  a s p e c i a l  e l e c t i o n  i n  

t h e  a r e a  t h a t  w i l l  be s e r v e d  b y  the p o w e r  p r o j e c t  as t h a t  a r e a  is d e­

s c r i b e d  b y  the a u t h o r i t y  u n d e r  (b) of this s e c t i o n .  T h e  s p e c i a l  e l e c t i o n  

s h a l l  be h e l d  in a c c o r d a n c e  w i t h  the p r o c e d u r e s  in  A S  2 9 . 6 8 . 0 9 0 .  T h e  

q u e s t i o n  t h a t  the v o t e r s  w i l l  d e c i d e  at the s p e c i a l  e l e c t i o n  is w h e t h e r  

t h e  a u t h o r i t y  m a y  a c q u i r e  o r  c o n s t r u c t  the p o w e r  p r o j e c t .  T h e  b a l l o t  

must, i n c l u d e  a s t a t e m e n t  of the a m o u n t  of m o n e y  d e t e r m i n e d  u n d e r  (b) o f  

t h i s  s e c t i o n  to be u s e d  to a c q u i r e  or c o n s t r u c t  the p o w e r  p r o j e c t .

(u) T h e  a u t h o r i t y  shall i n c l u d e  w i t h  i t s  wri.Li.en d e t e r m i n a t i o n  

u n d e r  (b) o f  t h i s  s e c t i o n  a d e s c r i p t i o n  of t h e  p o w e r  p r o j e c t  t h a t  

i n c l u d e s  a s t a t e m e n t  of the t o t a l  co s t  of the p o w e r  p r o j e c t  a n d  a s t a t e­

m e n t  of the a n t i c i p a t e d  s o c i a l ,  e n v i r o n m e n t a l ,  a n d  e c o n o m i c  i m p a c t s  n f  

t h e  p o w e r  p r o j e c t  in the a r e a  in w h i c h  the p o w e r  p r o j e c t  w i l l  b e  l o­

c a t e d .  T h e  d e s c r i p t i o n  s h a l l  be r e v i e w e d  a n d  a p p r o v e d  b y  the d i v i s i o n  

o f  b u d g e t  a n d  m a n a g e m e n t .  T h e  d i v i s i o n  of e l e c t i o n s  s h a l l  d e l i v e r  the 

d e s c r i p t i o n  o f  the p o w e r  p r o j e c t  to the a r e a  i n  w h i c h  the s p e c i a l  e l e c­

t i o n  w i l l  be h e l d .  T h e  d e l i v e r y  s h a l l  be b y  i n d i v i d u a l  m a i l i n g s  co e a c h
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t h e  p o w e r  p r o j e c t ,  to the d i v i s i o n  o f  e l e c t i o n s ,  O f f i c e  o f  t h e  L i e u t e n a n t  

G o v e r n o r ,  the d i v i s i o n  o f  b u d g e t  a n d  m a n a g e m e n t ,  O f f i c e  of t h e  G o v e r n o r ,  

a n d  to e a c h  m e m b e r  of the l e g i s l a t u r e .  I f  the p o w e r  p r o j e c t  i s  s u b j e c t  

to r e v i e w  u n d e r  A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 7 ,  t h e  a u t h o r i t y  s h a l l  p r e p a r e  

i t s  w r i t t e n  d e t e r m i n a t i o n  u n d e r  th i s  s u b s e c t i o n  a f t e r  the d i v i s i o n  o f  

b u d g e t  a n d  m a n a g e m e n t  s u b m i t s  its r e p o r t  u n d e r  A S  4 4 . 8 3 . 1 8 3 ( c ) .  I f  t h e  

p o w e r  p r o j e c t  is n o t  s u b j e c t ' t o  r e v i e w  u n d e r  A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . If 7, 

th e  a u t h o r i t y  s h a l l  p r e p a r e  its w r i t t e n  d e t e r m i n a t i o n  u n d e r  t h i s  s u b ­

s e c t i o n  a f t e r  the d i v i s i o n  of b u d g e t  a n d  m a n a g e m e n t  a p p r o v e s  a  d e t e r­

m i n a t i o n  u n d e r  A S  4 4 . 8 3 . 3 9 4  th a t  the p o w e r  p r o j e c t  i s  e c o n o m i c a l l y  

f e a s i b l e .

(c) A f t e r  r e c e i p t  of a w r i t t e n  d e t e r m i n a t i o n  u n d e r  (b) o f  this 

s e c t i o n ,  the d i v i s i o n  of e l e c t i o n s  s h a l l  c o n d u c t  a s p e c i a l  e l e c t i o n  i n  

t h e  a r e a  t h a t  w i l l  be s e r v e d  b y  the p o w e r  p r o j e c t  a s  t h a t  a r e a  is d e­

s c r i b e d  b y  the a u t h o r i t y  u n d e r  (b) of this s e c t i o n .  T h e  s p e c i a l  e l e c t i o n  

s h a l l  be h e l d  in a c c o r d a n c e  w i t h  the p r o c e d u r e s  i n  A S  2 9 . 6 8 . 0 9 0 .  T h e  

q u e s t i o n  that the v o t e r s  w i l l  d e c i d e  at the s p e c i a l  e l e c t i o n  is w h e t h e r  

t h e  a u t h o r i t y  m a y  a c q u i r e  or c o n s t r u c t  the p o w e r  p r o j e c t .  T h e  b a l l o t  

must i n c l u d e  a s t a t e m e n t  of the a m o u n t  of m o n e y  d e t e r m i n e d  u n d e r  (b) o f  

t h i s  s e c t i o n  to be  u s e d  to a c q u i r e  or c o n s t r u c t  the p o w e r  p r o j e c t .

M  ^ ^  h p  1 1  f"  V ) O  T* T f * x r  1  1 4  m  ^  1  •«  * - L  J  J  -    s  - .  .  -----
" '  / J . ILL?  d  u l . m  • 1 - j  * i * v  a u u u  n o .  u n  j u u u  • • _ : :  M M w v 4 . u u . i i u u J . w i i

u n d e r  (b) of t h i s  s e c t i o n  a d e s c r i p t i o n  of the p o w e r  p r o j e c t  t h a t  

i n c l u d e s  a s t a t e m e n t  of the t o t a l  cost of the p o w e r  p r o j e c t  a n d  a s t a t e­

m e n t  of the a n t i c i p a t e d  s o c i a l ,  e n v i r o n m e n t a l ,  a n d  e c o n o m i c  i m p a c t s  of 

t h e  p o w e r  p r o j e c t  i n  the a r e a  in  w h i c h  the p o w e r  p r o j e c t  w i l l  b e  l o­

c a t e d .  T h e  d e s c r i p t i o n  s h a l l  be r e v i e w e d  a n d  a p p r o v e d  b y  the d i v i s i o n  

o f  b u d g e t  a n d  m a n a g e m e n t .  T h e  d i v i s i o n  of e l e c t i o n s  s h a l l  d e l i v e r  t h e  

d e s c r i p t i o n  of the p o w e r  p r o j e c t  to the a r e a  i n  w h i c h  t h e  s p e c i a l  e l e c ­

t i o n  w i l l  be h e l d .  T h e  d e l i v e r y  s h a l l  be b y  i n d i v i d u a l  m a i l i n g s  to e a c h
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t he a u t h o r i t y  d e t e r m i n e s  t h a t  the p o w e r  p r o j e c t  is e c o n o m i c a l l y  f e a t i b l e  

a n d  the div? -' o n  o f  b u d g e t  a n d  m a n a g e m e n t  in t h e  O f f i c e  o f  t h e  G o v e r n o r  

a p p r o v e s  the a u t h o r i t y ' s  f i n d i n g .  I n  d e t e r m i n i n g  w h e t h e r  a p o w e r  p r o - 

j e c t  is e c o n o m i c a l l y  f e a s i b l e  u n d e r  t h is s e c t i o n ,  t h e  a u t h o r i t y  m a y  r e l y  

u p o n  a f e a s i b i l i t y  s t u d y  p r e p a r e d  f o r  the p o w e r  p r o j e c t  u n d e r  A S  4 4 . 8 3 . -

181 i f  th a t  f e a s i b i l i t y  s t u d y  is n o t  m o r e  t h a n  o n e  y e a r  o l d .  If the

f e a s i b i l i t y  s t u d y  is m o r e  t h a n  one y e a r  old, t h e  a u t h o r i t y  m a y  r e v i s e  

the f e a s i b i l i t y  s t u d y  a n d  r e l y  u p o n  the r e v i s e d  f e a s i b i l i t y  s t u d y  

[THAT, A F T E R  C O N S T R U C T I O N ,  O P E R A T I O N  O F  T H E  P O W E R  P R O J E C T  W I L L  B E  A B L E  

T O  P R O V I D E  R E V E N U E  S U F F I C I E N T  T O  R E T U R N  A N N U A L L Y  T O  T H E  S T A T E  F I V E

P E R C E N T  O F  T H E  A M O U N T  T H A T  T H E  A U T H O R I T Y  H A S  S P E N T  F R O M  T H E  F U N D  F O R  T H E

P O W E R  P R O J E C T ] .

* Sec. 14. A S  4 4 . 8 3 . 3 9 8 ( a )  is a m e n d e d  to read:

(a) T h e  a u t h o r i t y  s h a l l  se l l  p o w e r  p r o d u c e d  f r o m  p o w e r  p r o j e c t s  

a c q u i r e d  or c o n s t r u c t e d  u n d e r  the e n e r g y  p r o g r a m  f o r  A l a s k a .  A  u t i l i t y  

t h a t  p u r c h a s e s  p o w e r  p r o d u c e d  b y  a p o w e r  project: of t h e  a u t h o r i t y  s h a l l  

a g r e e  w i t h  the a u t h o r i t y

( 1 ) to g i v e  p r e f e r e n c e  in the sale of p o w e r  a t  r e t a i l  to a l l  

c l a s s e s  of c u s t o m e r s  [ C O N S U M E R S ]  of p o w e r  e x c e p t  i n d u s t r i a l  c u s t o m e r s

I CnMWIJMi.' uw  i .
t  » l  W W • **-» J I

(2) to c h a r g e  i n d u s t r i a l  c u s t o m e r s  [ C O N S U M E R S ]  o f  p o w e r  a 

r a t e  d e t e r m i n e d  b y  the a u t h o r i t y  in  a c c o r d a n c e  w i t h  (d) o f  t h i s  s e c t i o n ^

(3) to e s t a b l i s h  a r a t e  s t r u c t u r e  f o r  the s a l e  of p o w e r  at 

r e t a i l  to a l l  c l a s s e s  of c u s t o m e r s  i n c l u d i n g  i n d u s t r i a l  c u s t o m e r s  t h a t  

c o m p l i e s  w i t h  the r e q u i r e m e n t s  of (h) - (k) o f  th i s  s e c t i o n .

* S e c .  15. A S  4 4 . 8 3 . 3 9 8 ( b )  is r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

(b) T h e  a u t h o r i t y  s h a l l  e s t a b l i s h  a n d  m a i n t a i n  a w h o l e s a l e  p o w e r  

r a t e  a p p l i c a b l e  to a p o w e r  p r o j e c t  th a t  it a c q u i r e s  or c o n s t r u c t s  urt’de r  

the e n e r g y  p r o g r a m  for A l a s k a .  B e g i n n i n g  i n  t h e  y e a r  in w h i c h  a p o w e r
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p r o j e c t  b e c o m e s  f u n c t i o n a l ,  the a u t h o r i t y  a n n u a l l y  s h a l l  c o m p u t e  t h e  

w h o l e s a l e  p o w e r  r a t e  a p p l i c a b l e  to the p o w e r  p r o j e c t .  T h e  a u t h o r i t y  

s h a l l ,  b y  r e g u l a t i o n ,  e s t a b l i s h  a m e t h o d  f o r  a p p l y i n g  a  w h o l e s a l e  p o w e r
i -

r a t e  to v a r i o u s  t y p e s  o f  p o w e r  p r o j e c t s  a n d  s h a l l ,  b y  r e g u l a t i o n ,  e s t a b­

l i s h  a p r o c e d u r e  f o r  the a d j u s t m e n t  of a w h o l e s a l e  p o w e r  r a t e  to c o m p e n­

s a t e  f o r  a n  o v e r e s t i m a t e  or  u n d e r e s t i m a t e  i n  a  p r e v i o u s  y e a r  o f  t h e  

a m o u n t s  d e s c r i b e d  i.\ (1) .and (2) o f  this s u b s e c t i o n .  E x c e p t  f o r  a d j u s t­

m e n t s  p r o v i d e d  b y  r e g u l a t i o n  u n d e r  this s u b s e c t i o n ,  t h e  w h o l e s a l e  p o w e r  

r a t e  m u s t  e q u a l  t h e  r a t e  t h a t  the a u t h o r i t y  e s t i m a t e s  is  n e c e s s a r y  to 

p r o v i d e

(1 ) p r o g r a m  r e c e i p t s  s u f f i c i e n t  to p y, b e g i n n i n g  i n  t h e  y e a r  

i n  w h i c h  the p o w e r  p r o j e c t  b e c o m e s  f u n c t i o n a l ,

(A) o p e r a t i o n ,  m a i n t e n a n c e ,  a n d  e q u i p m e n t  r e p l a c e m e n t  

c o s t s ,  i n c l u d i n g  c o s t s  of a l o a n  a t t r i b u t a b l e  to t h i s  p a r a g r a p h  

u n d e r  A S  4 4 . 8 3 . 3 9 9  of the p o w e r  p r o j e c t ;

(B) d e b t  s e r v i c e  on b o n d s  i s s u e d  f o r  t h e  p o w e r  p r o j e c t ,  

if any; a n d

(C) s a f e t y  i n s p e c t i o n s  a n d  i n v e s t i g a t i o n s  of the p o w e r  

p r o j e c t  b y  the a u t h o r i t y ;  a n d

(2 ) a r e t u r n  to the s t a t e  of its i n v e s t m e n t  i n  t h e  p o w e r  

p r o j e c t ,  w i t h  a d j u s t m e n t s  for j - f l a t i o n ,  as providc-d i n  (f) - (h) o f  

t h i s  s e c t i o n ,  o v e r  a 3 3 - 1 / 3  y e a r  p e r i o d ,  o r  o v e r  a p e r i o d  e q u a l  to 

t h r e e - f o u r t h s  of the life o f  the p r o j e c t  as d e t e r m i n e d  b y  the a u t h o r i t y ,  

w h i c h e v e r  is less.

S e c .  16. A S  4 4 . 8 3 . 3 9 8 ( d )  is  a m e n d e d  to read:

(d) A  r a t e  for a n  i n d u s t r i a l  c u s t o m e r  [ C O N S U M E R ]  u n d e r  ( a ) ( 2 )  o f  

t h i s  s e c t i o n

(1 ) m a y  e x c e e d  the w h o l e s a l e  p o w e r  r a t e  d e t e r m i n e d  u n d e r  (b) 

o f  this s e c t i o n ;

-9- C S H B  7 5 3 (Res)
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(2 ) m a y  n o t  be less than, the r a t e  c h a r g e d  r e s i d e n t i a l  c u s -
Ctr*-

t o m e r s  C O N S U M E R S ] .

* S e c .  17. A S  4 4 . 8 3 . 3 9 8  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  read:

(f) F o r  the p u r p o s e s  o f  (b)(2) of this s e c t i o n ,  t h e  a u t h o r i t y ,  a t  

t h e  time i t  i n i t i a l l y  e s t a b l i s h e s  a w h o l e s a l e  p o w e r  r a t e  a p p l i c a b l e  to a  

n o w e r  p r o j e c t ,  s h a l l  d e t e r m i n e  the a v e r a g e  r a t e  of i n f l a t i o n ,  b a s e d  o n  

the f e d e r a l  c o n s u m e r  p r i c e  i n d e x  for the U n i t e d  S t a t e s  f o r  t h e - 3 3 - y e a r  

p e r i o d  p r e c e d i n g  the e s t a b l i s h m e n t  of the w h o l e s a l e  p o w e r  r a t e .  E v e r y  

1 0 y e a r s  a f t e r  the i n i t i a l  e s t a b l i s h m e n t  of a w h o l e s a l e  p o w e r  r a t e ,  t h e

a u t h o r i t y  s h a l l  c a l c u l a t e  the a v e r a g e  r a t e  of i n f l a t i o n  f o r  t h e  p r e c e d i n g  

3 3 - y e a r  p e r i o d  a n d  i n c r e a s e  the w h o l e s a l e  p o w e r  r a t e  b y .  a  p e r c e n t a g e  ./ 

e q u a l  to t h e  i n c r e a s e  i n  t h e - a v e r a g e . r a t e  o f  i n f l a t i o n  f o r  t h e  p r e c e d i n g

  -r»      ■"
3 3  y e a r s  ;b r  f o r  the p r e c e d i n g  10 y e a r s w h i c h e v e r  is l e s s .

(g) For the f i r s t  y e a r  i n  w h i c h  a w h o l e s a l e  p o w e r  rate, is i n

L  2 0 A

e f f e c t ,  the u t h o r i t y  s h a l l  d e t e r m i n e  the a m o u n t  to be r e t u r n e d  to the 

s t a t e  u n d e r  ( b ) ( 2 ) of th i s  s e c t i o n  b y  m u l t i p l y i n g  the s t a t e ' s  i n v e s t m e n t  

i n  the p o w e r  p r o j e c t  b v  the q u o t i e n t  a c h i e v e d  f r o m  d i v i d i n g  t h e  p e r i o d  

of  time d e s c r i b e d  i n  ( b ) ( 2 )  of t h i s  s e c t i o n  i n t o  one. F o r  e a c h  s u b s e­

q u e n t  y e a r ,  the a u t h o r i t y  s h a l l  d e t e r m i n e  the a m o u n t  to b e  r e t u r n e d  to 

t he s t a t e  u n d e r  ( b ) ( 2 ) of this s e c t i o n  b y  m u l t i p l y i n g  t h e  a m o u n t  d e t e r­

m i n e d  u n d e r  this s u b s e c t i o n  for the p r e c e d i n g  y e a r  b y  t h e  s u m  o f  oV:e 

p l u s  the a v p r a g e  ratc-i of i n f l a t i o n  c a l c u l a t e d  b y  the a u t h o r i t y  u n d e r  (f) 

o f  th i s  s e c t i o n .  A f t e r  the p e r i o d  of time d e s c r i b e d  i n  (b) (2 ) o f  this 

s e c t i o n ,  the a m o u n t  to be r e t u r n e d  to the s t a t e  u n d e r  ( b ) ( 2 ) o f  this 

s e c t i o n  is z e r o  u n l e s s  o t h e r  s t a t e  i n v e s t m e n t s  i n  the p o w e r  p r o j e c t  a r e  

m a d e  a f t e r  the w h o l e s a l e  p o w e r  r a t e  is i n i t i a l l y  e s t a b l i s h e d .  F o r  a 

s t a t e  i n v e s t m e n t  in  a p o w e r  p r o j e c t  m a d e  a f t e r  the i n i t i a l  w h o l e s a l e  

p o w e r  r a t e  is e s t a b l i s h e d ,  the a u t h o r i t y  s h a l l  s e p a r a t e l y  d e t e r m i n e  the 

a m o u n t  to be r e t u r n e d  to the s t a t e  u n d e r  (b) (2 ) o f  t h i s  s e c t i o n  i n  the

- 1 0 -  C S H B  7 5 8 (Res)
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m a n n e r  p r o v i d e d  i n  thit, s u b s e c t i o n .

(h) A  r a t e  s t r u c t u r e  e s t a b l i s h e d  u n d e r  (a ) ( 3 )  o f  t h i s  s e c t i o n  

s h a l l  c o n s i s t  of at l e a s t  t h r e e  r a t e s .  T h e  l o w e s t  r a t e  s h a l l  b e  k n o w n  

a s  the " e q u i t y  r a t e "  a n d  s h a l l  be the r a t e  c h a r g e d  b y  t h e  u t i l i t y  to 

c u s t o m e r s  for the f i r s t  2 5 0  k i l o w a t t  h o u r s  o f  p o w e r  u s e d  d u r i n g  a  monthl; 

b i l l i n g  p e r i o d .  F o r  r e s i d e n t i a l  c u s t o m e r s  t h e  u t i l i t y  s h a l l  s p e c i f y  

s u c c e s s i v e l y  h i g h e r  r a n g e s  of p o w e r  u s a g e  to w h i c h  s u c c e s s i v e l y  h i g h e r  

r a t e s  w i t h i n  its r a t e  s t r u c t u r e  a p p l y .  r a t e  s t r u c t u r e  e s t a b l i s h e d  

u n d e r  (a)(3) of this s e c t i o n  m u s t ,  to the m a x i m u m  e x t e n t  p o s s i b l e ,

e n c o u r a g e  N ^ o n s e r y a t l o n  of e n e r g y ,  (efficient/j u s e  o f  f a c i l i t i e s  a n d  

r e s o u r c e s ,  and( e q u i t a b l e r r a t e s  to c o n s u m e r s  ofi e t a a a i e i a }

(i) T h e  l o w e s t  r a t e  c h a r g e d  to a c u s t o m e r  u n d e r  (h) o f  t h i s  s e c­

t i o n  m a y  not e x c e e d  a n  a m o u n t  t h a t  r e p r e s e n t s \ t h e  c u s t o m e r ' s  p r o p o r­

t i o n a t e  s h a r e  of the u t i l i t y ' s  n o n - c a p i t a l  c c i t s .  H o w e v e r ,  i f  the

a u t h o r i t y  d e t e r m i n e s  th a t  a h i g h e r  r a t e  is n e c e s s a r y  i n  o r d e r  to  a l l o w  £ 

u t i l i t y  to p a y  the w h o l e s a l e  p o w e r  ra t e  r e q u i r e d  b y  (b) o f  th i s  s e ction, 

t h e  a u t h o r i t y  m a y  a u t h o r i z e  t h a t  h i g h e r  rate.

(j) A t  l e a s t  two w e e k s  b e f o r e  a u t i l i t y  e s t a b l i s h e s  or a m e n d s  a 

r a t e  s t r u c t u r e  u n d e r  (a)(3) of th i s  s e c t i o n ,  the u t i l i t y , o r  t h e  Alaska' 

P u b l i c  U t i l i t i e s  C o m m i s s i o n  s h a l l  c o n d u c t  a p u b l i c  h e a r i n g  w i t h i n  the 

a r e a .s e r v e d  b y  the u t i l i t y  to e x p l a i n  the p r o p o s e d  r a t e  s t r u c t u r e  or 

a m e n d m e n t  a n d  to r e c e i v e  c o m m e n t s  f r o m  the p u b l i c .  T h e  u t i l i t y  s h a l l  

p r o v i d e  p u b l i c  n o t i c e  of the h e a r i n g  at l e a s t  t w o  w e e k s  b e f o r e  the 

h e a r i n g  is h e l d .  T h e  u t i l i t y  m a y  p r o v i d e  the p u b l i c  n o t i c e  b y  rtewspape 

or  r a d i o  or b y  p o s t i n g  the n o t i c e  w i t h i n  the a r e a  s e r v e d  b y  t h e  p u b l i c  

u t i l i t y .

(k) I n  a d d i t i o n  to the r e q u i r e m e n t s  of (i) - ( j ) o f  this s e c t i o n  

r e l a t i n g  to a u t i l i t y ' s  r a t e  s t r u c t u r e ,  a u t i l i t y  t h a t  is s u b j e c t  to tb 

j u r i s d i c t i o n  o f  the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  m u s t  c o m n l y  wit.'
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t h e  p r o v i s i o n s  of AS  4 2 . 0 5 . 3 6 1  - 4 2 . 0 5 . 4 4 1 .  N o t h i n g  i n  t h i s  s e c t i o n  

a f f e c t s  t h e  a u t h o r i t y  of t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  u n d e r  

At. 4 2 . 0 5 . 3 6 1  - 4 2 . 0 5 . 4 4 1 .

(1) T h e  a u t h o r i t y  s h a l l  a d o p t  r e g u l a t i o n s  i n  a c c o r d a n c e  w i t h  t h e  

A d m i n i s t r a t i v e  P r o c e d u r e  A c t  (AS 4 4 . 6 2 )  to  i m p l e m e n t  ( a ) ( 3 )  a n d  (h) - 

(j) of  t h i s  s e c t i o n .

(m) I n  this s e c t i o n ,

(1 ) " t h e  s t a t e ' s  irivestmen: in t h e  p o w e r  p r o j e c t "  m e a n s  the 

t o t a l  a m o u n t  i n v e s t e d  b y  t h e  s t a t e  for t h e  a c q u i s i t i o n  o r  c o n s t r u c t i o n  

of a p o w e r  p r o j e c t ,  i n c l u d i n g  l o a n s  and g r a n t s  f r o m  t h e  s t a t e ,  o t h e r  

t h a n  l o a n s  or g r a n t s  m a d e  f o r  t h e  p u r p o s e s  d e s c r i b e d  i n  ( b ) ( 1 ) o f  t h i s  

s e c t i o n  a n d  o t h e r  t h a n  l oans m a d e  f r o m  the p r o c e e d s  o f  b o n d s  i s s u e d  f o r  

the p o w e r  p r o j e c t ;

(2) " n  o n - c a p r f a l  c o s t  s "" m e a n s  a  u t i l i t y ' s  c o s t s  o t h e r  t h a n  J 

fcost's u n d e r  ( b ) ( 1 ) ( B )  a n d  _(b)(2) o f  this s e c t i o n . .

* S e c .  18. AS 4 4 . 8 3  i s  a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to r e a d :

Sec. 4 4 . 8 3 . 3 9 9 .  P O W E R  P R O J E C T  E M E R G E N C Y  M A I N T E N A N C E  F U N D .  T h e r e  

i s  e s t a b l i s h e d  i n  the a u t h o r i t y  the p o w e r  pro., t e m e r g e n c y  m a i n t e n a n c e  

f u n d .  T h e  p o w e r  p r o j e c t  e m e r g e n c y  m a i n t e n a n c e  f u n d  c o n s i s t s  o f  m o n e y  

a p p r o p r i a t e d  to it  b y  the l e g i s l a t u r e .  T h e  a u t h o r i t y  nay u s e  m o n e y  i n  

the p o w e ~  p r o j e c t  e m e r g e n c y  m a i n t e n a n c e  f u n d  to p a y  t h e  c o s t  o f  m a i n t e ­

n a n c e ,  i n c l u d i n g  e q u i p m e n t  r e p l a c e m e n t ,  o f  a  p o w e r  p r o j e c t  it  a c q u i r e s

or c o n s t r u c t s  u n d e r  the e n e r g y  p r o g r a m  f o r  A l a s k a  i f  o t h e r  a p p r o p r i a ­

ti o n s  a r e  not a v a i l a b l e  or a r e  i n s u f f i c i e n t  to p a y  t h a t  c o s t .  F o r  the 

p u r p o s e s  of A S  4 4 . 8 3 . 3 9 8 ( h ) ,  the u s e  of m o n e y  i n  the p o w e r  p r o j e c t  m a i n ­

t e n a n c e  f u n d  f o r  a p o w e r  p r o j e c t  is a l o a n  to the p o w e r  p r o j e c t  f o r  a 

p u r p o s e  d e s c r i b e d  i n  A S  4 4 . 8 3 . 3 9 8 ( b ) ( 1 )  b e a r i n g  i n t e r e s t  at  n i n e  p e r c e n t  

a y e a r  a n d  w i t h  a t e r m  d e t e r m i n e d  b y  the a u t h o r i t y  b u t  n o t  to e x c e e d  3 0  

?9 ll y e a r s .  T h e  a u t h o r i t y  s h a l l ,  i n  i t s  a n n u a l  b u d g e t  r e q u e s t  u n d e r  A S  4 4 . 8 3 . -
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- 22.

2 1 0 ,  r e q u e s t  a n  a p p r o p r i a t i o n  to r e p a y  a l o a n  u n d e r  t h i s  s e c t i o n .  I f  

t h e  a p p r o p r i a t i o n  is m a d e ,  t h e  u s e  of the m o n e y  is a  g r a n t  t h a t  is a 

s t a t e  i n v e s t m e n t  i n  the p o w e r  p r o j e c t  f o r  t h e  p u r p o s e s  of A S  4 4 . 8 3 . -  

3 9 8 ( h ) .

S e c .  19. A S  4 4 . 5 3 . 4 2 0 ( 4 )  i s  a m e n d e d  to read:

^ •'’— 'j . .

(4) " i n d u s t r i a l  ^ c u s t o m e r  t[ C O N S U M E R ] "  m e a n s  a c u s t o m e r  of  a
Wii

u t i l i t y  w h i c h  c u s t o m e r  h a s  a p e a k  p o w e r  d e m a n d  i n  e x c e s s  o f  5 0 0  k i l o w a t t s  

a n d  u s e s  t h e  p o w e r  p r i n c i p a l l y  f o r

(A) m a n u f a c t u r i n g ;

(B) p i p e l i n e  t r a n s p o r t a t i o n ;

(C) the r e c o v e r y  or p r o c e s s i n g  o f  m i n e r a l s ;

(D) the p r o c e s s i n g  of t i m b e r ,  a g r i c u l t u r a l ,  o r  s e a f o o d  

p r o d u c t s  or t h e i r  b y - p r o d u c t s ;  or

(E) the o p e r a t i o n  of f a c i l i t i e s  o w n e d  b y  t h e  f e d e r a l

g o v e r n m e n t ;  ^  W W -

U<V
S e c .  20. AS  4 4 . 8 3 . 3 9 0  a n d  4 4 . 8 3 . 3 9 8 ( c )  a r e  r e p e a l e d .
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(3) "en tire  transm ission  system ” m eans the  gas transm ission  
pipeline (together w ith  all re la ted  facilities) to extend from the  
Pnidhoe Bay a rea  on the  N orth  Slope of A laska into the  contiguous 
U nited  Slates, substan tia lly  as described in  the  P resident’s report 
en titled  "Decision and  Report iu Congress on the  A laska N a tu ra l Gas 
T ransportation System ”, issued by the  P residen t on Septem ber 22, 
1977, under provisions of the  A laska N a tu ra l Gas T ransportation  Act 
of 1976, and includes p lanning , design and construction of th e  pipeline 
and facilities;

(4) "project” m eans the  gas transm ission  pipeline (together w ith a ll 
rela ted  property and  facilities) to extend from the Prudhoe Bay a rea  on 
the  N orth  Slope of A laska to a  connection w ith the  T rans-C anada 
Pipeline on the A laska-C anada border, substan tia lly  as described in  
the  P residen t’s repo rt en titled  "Decision and Report to Congress on th e  
A laska N a tu ra l G as T ransportation  System ”, issued by the  P residen t 
on Septem ber 22, 1977, under provisions of the A laska N a tu ra l Gas 
T ransportation  A ct of 1976, and  includes planning, design, and 
construction of the  pipeline and facilities;

(5) "project sponsor” m eans any p a rtn e r  of the A laskan  N orthw est 
N a tu ra l Gas T ransportation  Com pany or its  successors;

(6) "Prudhoe Bay n a tu ra l gas” m eans n a tu ra l gas produced from the  
Prudhoe Bay reservoir;

(7) "Prudhoe Bay oil” m eans oil produced from the Prudhoe Bay 
reservoir;

(8) "Prudhoe Bay reservoir” m eans those areas defined in  At t id e  5.1 
of the "Prudhoe Bay U nit A greem ent” of April 1,1977. (§ 2 ch 90 SLA 
1978)

Chapter 83. Alaska Power Authority.
A rticle
1. Creation and Organization (§§ 44.83.010 — 44.03.050)
C. Purpose and Powers (§§ 44.83.070 — 44.83.090)
3. Financial Provisions (§§ 44.83.100 — 44.80.160)
4. Power Production Cost Assistance (§§ 44.83.162 — 44.83.164)
5. Power Project Fund (§ 44.83.170)
0. General Provisions (§§ 44.83.177 — 44.83.240)

Susitna River Hydroelectric Pro, *ct (S§ 44.83.300 — 44.83.360)

A rtic le  1. C re a tio n  a n d  O rg a n iz a tio n .
Section Section
10 Legislative finding and policy 45. Qualifications, powers, and duties of
20. Creation of authority 
30. Membership of the authority 
40. Officers and quorum

officers and directors. 
50. (Repealed)

E ffect o f  e 
amendment in 
"power a t the 
"lower cost p< 
"lowest reasoi

S ec . 44.; 
Power Aut 
the  D epar 
separa te  a

S ec . 44 
shall cons

(1) four 
confirmed

(2) the 
(b) The

resource? 
th e  right 
m ay not 
SLA 197

Sec. 44.83.010. L e g is la tiv e  f in d in g  a n d  po licy , (a) The 
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Imd duties of

(a) The

)

o

(1) there  exist num erous poten tia l hydroelectric and fossil fuel 
ga thering  sites in  the state;

(2) the  estab lishm ent of power projects a t  these sites  is necessary to 
supply power a t the  lowest reasonable cost to the  s ta te ’s m unicipal 
electric, ru ra l electric, cooperative electric, and private electric 
utilities, and regional electric authorities, and thereby to the  
consumers of the sta te , as well as  to supply existing or fu ture industrial 
needs;

(3) the  achievem ent of the goals of lowest reasonable consumer 
power costs and beneficial long-term  economic growth and of 
establishing, operating and developing power projects in the state  will 
be accelerated and facilitated by the creation of an  instrum entality  of 
the sta te  w ith powers to construct, acquire, finance, and operate power 
projects.

(b) It is declared to be the policy of the  state , in the in terests of 
promoting the  general welfare of all the people of the state , and public 
purposes, to reduce consumer power costs and otherw ise to encourage 
the long-term  economic growth of the s ta te , including the development 
of its na tu ra l resources, through the estab lishm ent of power projects by 
creating the  public corporation w ith powers, du ties and functions as 
provided in th is chapter. (§ 1 ch 278 SLA 1976; am  § 1 ch 156 SLA 
1978)

Effect of am endm ent. — The 1978 
amendment in subsection (a), substituted 
"power at the lowest reasonable cost" for 
"lower cost power" in paragraph (2) and 
"lowest reasonable consumer power costa

and beneficinl" for "lower consumer power 
costs and" and "construct, acquire, 
finance, and" for "incur debt for 
constructing, and with powers to" in para­
graph (3l.

Sec. 44.83.020. C re a tio n  o f a u th o r ity . There is created the Alaska 
Power A uthority. The au thority  is a public corporation of the sta te  in 
the D epartm ent of Commerce and Economic Development but with 
separate and independent legal existence. (§ 1 ch 2^8 SLA 1976)

Sec. 44.83.030. M e m b ersh ip  of th e  a u th o r ity , (a) The authority  
shall consist of the following directors;

(1) four directors a t large to he appointed by th e  governor and 
confirmed by the legislature;

(2) the comm issioner of commerce and economic development.
(b) The commissioners of com m unity and regional affairs, natural 

resources, transporta tion  and public facilities, and revenue shall have 
the righ ts and privileges of directors except for the r ig h t to vote and 
may not be considered for purposes of quorum or voting. (§ 1 ch 278 
SLA 1976; am  § 2 ch 156 SLA 1978)

Effect of am endm ent. — The 1978 
amendment rewrote this section.
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f

(14) to  e n te r  into contracts or agreem ents w ith  respect to the  exer­
cise of any  of its  powers, and do all things necessary or convenient to 
carry  ou t its  corporate purposes and  exercise the  powers g ran ted  in AS 
44.83.010 —  44.83.510;

(15) to exercise the power of em inent dom ain in  accordance w ith AS 
09.55.250 —  09.55.410;

(16) to  recommend to th e  legislature
(A) th e  issuance of general obligation bonds of the s ta te  to finance 

the  construction of a  power project if  the au tho rity  first determ ines th a t 
th e  project cannot be financed by revenue bonds of the au tho rity  a t 
reasonable ra te s  of in terest;

(B) the  pledge of the cred it of the  sta te  to guaran tee  repaym ent of all 
or any portion of revenue bonds issued to assis t in  construction of power 
projects;

(C) an  appropriation from the general fund
(i) for deb t service on bonds or other project purposes; or
i'i) to reduce the  am ount of debt financing for the project;
(D) an  appropriation to the  power project fund for a power project;
(E) an appropriation of a p a rt of the income of the  renew able 

resources investm ent fund for a power project;
(F) developm ent of a project under financing a rrangem en ts with 

o ther en titie s  using leveraged leases or o ther financing m ethods.
(G) an appropriation for a power project acquired or constructed 

under the  energy program  for A laska (AS 44.83.380 — 44.83.425). (§ 1 
ch 278 SLA 1976; am  §§ 6 — 11 ch 156 SLA 1978; am §§ 16 ,17  ch 83 
SLA 1980; am  § 5 ch 118 SLA 1981)

R cvinor’8 no tes. — In paragraph (IS) AS 01.06.031 (b).
(G), a reference to AS 44.83.400 — Effect o f am endm ent*. — The 1981 
44.83.510 was changed to AS 44.83.380— amendment, effective August 4, 1981,
44.83.425 to reflect numbering changes added subparagraph (G) of paragraph (16). 
made by the revisor of statutes pursuant to

Sec. 44.83.090. P o w e r  c o n tra c ts  a n d  th e  A la sk a  P u b lic  
U tilities  C om m ission , (a) The au thority  shall, in addition to the  other 
methods which it .nay find advantageous, provide a m ethod by which 
m unicipal electric, ru ra l electric, cooperative electric, or p riva te  elec­
tric u tilitie s  and regional electric au thorities, or other persons au tho­
rized by law  to engage in  the  distribution of electricity m ay secure a 
r e a s o n a b le  snare  of the power generated by a project, or any  in terest 
in a project, or for any r ig h t to the power and shall sell th e  power or 
cause the power to be sold a t  the lowest reasonable prices w hich cover 
the full cost of the  electricity or services, including capital and 
operating costs, debt coverage as considered appropriate by the  au tho r­
ity, and o ther charges th a t  may be authorized by AS 44.83.010 — 
44,83.510. F.vrppt for a contract or lease entered into under AS 
44.83.380 — 44.83.425, a contract or ]pasp for the sale, transm ission
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a n d  d istribu tion  of power generated  by a project or any rig h t to the  
capacity  of i t  shall provide:

(1) for paym ent of all operating  and m aintenance expenses of a  
project and costs of renew als, replacem ents and im provem ents of it;

(2) for in te res t on and  am ortization  charges sufficient to  re tire  bonds 
o f  the  au tho rity  issued for the  project and reserves for them , plus a  debt 
service coverage factor as m ay be determ ined by the au tho rity  to be 
necessary  for the m arke tab ility  o f its bonds;

(3) for m onitoring of the  project by th e  au thority  or its  agents;
(4) for full and com plete disclosure to the au th o n ty  of all factors of 

costs ‘n the transm ission  and d istribu tion  of power, so th a t  ra tes  to any 
persons m ay be fixed in itia lly  in  the contract or lease and m ay be 
adjusted from tim e to  tim e on th e  basis of true  cost data;

(5) for periodic revisions of th e  service and rates to persons on the  
basis of accurate cost da ta  obtained by the accounting m ethods and 
system s approved by the  d irectors and in furtherance end effectuation 
o f  the  policy declared in AS 44.83.010 — 44.83.510;

(6) for the  cancellation and term ination  of a contract or lease upon 
violation of its  term s by any person;

(7) for security  for perform ance as the au thority  may consider prac­
ticable and advisable, including provisions assuring  the continuance of 
th e  d istribu tion  and transm ission  of power generated by a project and  
th e  use of its facilities for these purposes; and

(8) o ther term s not inconsisten t w ith the  provisions and policy of th is  
chap ter as the  au th o rity  m ay consider advisable.

(b) The au tho rity  is not subject to the  jurisdiction of the A laska 
Public U tilities Com m ission. N othing in AS 44.83.010 — 44.83.510 
g ra n ts  the  au th o rity  any jurisd iction  over the services or ra tes  of any 
public u tility  or d im inishes or otherw ise a lters  the jurisdiction of the 
A laska Public U tilities  Commission with respect to any public u tility , 
including any rig h t th e  commission may have to review and approve 
o r  disapprove contracts for the purchase of electricity by a public u til­
ity . (§ 1 ch 278 SLA 1976; am  § 12 ch 156 SLA 1978; am  § 6 ch 118 
SLA 1981)

R evlaor's notes. — In the 6econd sen­
tence of subsection (a), a reference to AS 
44.83.400 — 44.83.510 was changed to AS 
•14.S3.3GC — 44.85.425 to reflect num­
bering changes made by the re visor of s ta t­
utes under AS 01.05.031(b).

Effect of am endm ent* . — The 1981 
am endm ent, effective August 4,1931, sub­

stituted "except for a contract or lease 
entered into under AS 44.83.380 — 
44.83.425, a" for "a" preceding "contract” 
and added "or lease" preceding "for the 
sale" in the second sentence of subsection 
(a) and added "or lease" following 
"contract" in paragraphs (4) and (6) of sub­
section (a).
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Effect o f  am endm ent. — The 1978 it  designated the former provisions of this 
amendment so changed this section as to section as subsection (a) and added 
make a detailed comparison im- subsection (b). 
practicable. Among other things, however,

A rtic le  3. F in a n c ia l  P ro v is io n s .
S ection  Section
100. Bonds of the authority 140. Pledge of the state
110. Trust indentures and tru s t agree- 150. Tax exemption

ments. 160. Bonds legal investments for fi*_
120. Validity of pledge duciaries
130. Nonliability on oonds

Sec. 44.83.100. B o n d s  o f  th e  a u th o r ity , (a) The au thority  may 
borrow mor.ey and m ay issue bonds, in luding bu t not lim ited to bonds 
on which the  principal and in te res t a re  jay able (1) exclusively from the 
income and  receipts or o ther money de rived frcm the project Financed 
w ith  th e  proceeds of th e  bonds; (2) exclusively from the income and 
receipts or o ther money derived from  designated projects w hether or 
n o t they  a re  financed in whole or in  p a rt w ith  the proceeds of the bonds;
(3) from its  income and receipts or o ther assets generally, or a 
designated p a rt or p a rts  of them ; or V  n one or more 
revenue-producing contracts including a con roviding for the 
security  of th e  bonds m ade by th e  au thority  v.jtti any person. The 
au tho rity  m ay issue bonds to pay, fund or refund the principal of, or 
in te rest or redem ption prem ium s on, bonds issued by it, w hether or not 
th e  bonds or in te rest to be funded or refunded have become due.

(b) Bonus shall be authorized by resolution of the au thority , and 
shall be dated  and shall m atu re  as the resolution may provide, except 
th a t  no bond m ay m atu re  m ore th a r  50 year'' from the date of its  issue. 
Bonds sha ll bear in te res t a t  the rate?, oe in vhc denom inations, be in 
the form, e ith e r coupon or reg istered , carry the reg istration  privileges, 
be executed in  the m anner, be payable in the m edium  of paym ent, a t 
the places, and be subject to th e  term s of redem ption which the 
resolution or a subsequent resolution m ay provide.

(c) All bonds, regardless of form or character, shall be negotiable 
in strum en ts  for all the purposes of the Uniform Commercial Code.

(d) All bonds m ay be sold a t  public or private sale in the m anner, for 
the price or prices, and a t  th e  tim e or tim es which the au tho rity  may 
determ ine. (§ 1 ch 278 SLA 1976)

Sec. 44.83.110. T r u s t  in d e n tu r e s  a n d  t ru s t  a g re e m e n ts , (a) In 
the d iscretion of the  au th o r! 'y , an  issue of bonds rnay be secured by a 
tru s t inden tu re  or tru s t agreem ent between the au thority  and a 
corporate tru stee  (which m ay be a tru s t company, bank, or national 
banking association w ith corporate tru s t powers, located inside or 
ou'uslus the  state) by a secured loan agreem ent or other in strum en t 
or under a resolution giving powers to a corporate trustee  by m eans of 
which the  au thority  may



5 44.83.110 S t a t e  G o v e r n m e n t § 44.83.110

(1) m ake and e n te r in to  any  and a ll the covenants and agreem ents 
w ith the tru stee  or the holders of th e  bonds which the  au tho rity  m ay 
determ ine to be necessary or desirab le, including, w ithout lim ita tion , 
covenants, provisions, lim ita tions an d  agreem ents as to

(A) the  application, investm ent, deposit, use and disposition of the  
proceeds of bonds of the  au th o rity  or of money or o ther property of th e  
au tho rity  or in which i t  has an  in terest;

(B) the fixing and collection of ren ta ls, charges, fees or o th e r 
consideration for, and th e  o ther term s to be incorporated in, contracts 
w ith respect to a  project or to  genera ted  power;

(C) the assignm ent by the au th o rity  of its  righ ts  in contracts w ith  
respect to a project or to generated power or in a m ortgage or o th er 
security in te rest created  w ith respect to a project or generated power 
to a trustee  for th e  benefit of bondholders;

(D) the  term s and conditions u p rn  which additional bonds of the  
au thority  m ay be issued;

.(E) the vesting in a tru s tee  of righ ts , powers, duties, funds or prop­
erty  in tru s t for the benefit of bondholders, including, w ithou t 
im itation, the r ig h t to enforce paym ent, performance, and all o ther 

righ ts of the au tho rity  or of th e  bondholders, under a lease, power of 
contract, contract of sale, m ortgage, security agreem ent, or t ru s t  
agreem ent w ith respect to a project by injunction or other proceeding 
or by tak ing  possession of by ag en t or otherw ise and operating a project 
and collecting re n ts  or o ther consideration and applying the sam e in 
accordance with th e  tru s t agreem ent;

(2) pledge, m ortgage or assign m oney, leases, agreem ents, property 
or other righ ts or assets of the au th o rity  e ither presently  in hand or to 
be received in the  fu ture , or both; and

(3) provide for any  o ther m atte rs  of like or different character which 
in any way affect t. e security  or protection or the  bonds.

(b) N otw ithstanding any o ther provisions of th is chapter, the t ru s t  
agreem ent shall contain a covenant by the au thority  th a t it will a t  all 
tim es m aintain  ra tes, fees or charges sufficient to pay, and th a t  a 
contract entered into by the au th o rity  for the sale, transm ission  or 
distribution of power shall contain ra te s , fees or charges sufficient to 
pay the costs of operation and m ain tenance of the project, the  princip r 1 
of and in terest on bonds issued under th e  tru s t agreem ent as the  sam e 
severally become due and payable, to provide for debt sendee coverage 
as considered necessary by the au th o rity  for the m arketing  of its bonds 
and to provide for renew als, replacem ents and im provem ents of the  
project, and to m ain ta in  reserves required by the term s of the  t ru s t  
agreem ent.

(c) For the purpose of securing any one or more issues of its  boi is, 
the au thority  m ay establish  one or m ore special funds, called "cap; al 
reserve funds", and  shall pay .nto those capital reserve funr’* V.e 
proceeds of the sa le  of its  bonds and m y  other money which m ay be
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m ade availab le to the au th o rity  for the  purposes of those funds from 
an y  other source. The funds shall be established only if the  au tho rity  
determ ines th a t  the  estab lishm en t would enhance the m arketab ility  of 
th e  bonds. All money held  in  a  capital reserve fund, except as provided 
in  th is section, shall be used as required, solely for (1) the  paym ent of 
th e  principal of, and in te re s t on, bonds or of the sinking fund paym ents 
w ith  respect to those bonds, (2) the purchase or redem ption of bonds, 
o r (3) the paym ent of a  redem ption prem ium  required to be paid w hen 
those bonds a re  redeem ed before m atu rity ; however, money in a fund 
m ay  not be w ithdraw n from  it a t any tim e in an am ount which would 
reduce the  am ount of th a t  fund to  less than  the capital reserve 
requirem ent s e t  out in (2) of th is subsection, except for the  purpose of 
m aking, w ith respect to those bonds, paym ent, when due, of principal, 
in terest, redem ption prem ium s and the  sinking fund paym ents for the  
paym ent of w hich other m oney of the au thority  is not available. Income 
or in terest ea rned  by, or increm ent to, a capital reserve fund, due to the  
investm ent of th e  fund or any  other am ounts in it, m ay be transferred  
by the au th o rity  to o th er funds or accounts of the au thority  to the  
ex ten t th a t th e  transfer does not reduce the am ount of the capital 
reserve fund below the  cap ital reserve fund requirem ent.

(d) If the au tho rity  decides to issue bonds secured by such a capital 
reserve fund, th e  bonds m ay not be issued if  the am ount in the capital 
reserve fund is less th a n  such an am ount as may be established by 
resolution of the  au th o rity  (called the "capital reserve fund 
requirem ent”), unless the  au thority , a t the  tim e of issuance of the  
obligations, deposits in th e  capital reserve fund from the proceeds of the 
obligations to be issued or from o ther sources, an am ount which, 
together w ith th e  am ount then  in the  fund, will not be less th an  the 
capital reserve fund requirem ent.

(e) In com puting the am oun t of a capital reserve fund for the purpose 
of this section, securities in which all or r. portion of the funds are  
invested shall be valued by some reasonable method established by the 
au thority  by resolution. V aluation on a particu lar date shall include 
th e  am ount of any  in te res t earned or accrued to th a t date.

(f) The chairm an  of th e  au thority  shall annually, no la te r than  J a n ­
uary  2, make and  deliver to the governor and the leg isla ture  his certif­
icate stating  the  sum, if  any, required to restore any capital reserve 
fund to the capital reserve fund requirem ent. The legislature may 
appropriate such a sum , and all sum s appropriated during  the then  
cu rren t fiscal y ear by the  leg isla ture  for such restoration shall be 
deposited by th e  au tho rity  in the proper capital reserve fund. N othing 
in  this section creates a deb t or liability  of the state.

(g) When the  au tho rity  has created and established a capital reserve 
fund, the com m issioner of revenue may lend surplus money in the 
general fund to the au tho rity  for deposit in a capital reserve fund in an 
am ount equal to the cap ital reserve fund requirem ent. The loans shall
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be m ade on such term s and  conditions as m ay be agreed upon by the  
commissioner of revenue and th e  au thority , including without, 
lim itation term s and conditions providing th a t  the loans need n o t be 
repaid un til th e  obligations of the au tho rity  secured and to  be secured, 
by the capital reserve fund a re  no longer outstanding. (§ 1 ch 278 SLA 
1976; am  §§ 13 ,14  ch 166 SLA 1978)

Effect of a m e n d m e n t — The 1978 
amendment in paragraph (1) of subsection 
(a), added "or to generated power” to the 
end of subparagraph (B), inserted "or to 
generated power" and "or generated 
power" in subparagraph (C), and 
substituted "by injunction” for "by manda­
mus” in Bubparagraph (E). In subjection

(d), the amendment substituted "an. 
amount” for "a per cent, not exceeding 10 
per cent of the principal amount of a ll of 
those bonds secured by th a t capital reserve 
fund then to be -issued and then  
outstanding in accordance with the ir 
terms."

Sec. 44.83.120. V a lid ity  of p led g e . I t is the in ten tion  of th e  
legislature th a t  a pledge m ade in respect of bonds shall be valid and  
binding from the tim e the  p.edge is made; th a t the money or p roperty  
so pledged and thereafter received by the au thority  shall im m ediately  
be subject to the  lien of the pledge w ithout physical delivery or fu rth e r  
act; and th a t the lien of the  pledge shall be valid and binding as a g a in s t 
all parties having claim s of any kind in tort, contract or o therw ise  
against the au thority  irrespective of w hether the parties have notice. 
N either the resolution, t ru s t  agreem ent nor any other in s tru m e n t by 
which a  pledge is created  need be recorded or filed under th e  provisions 
of the  Uniform Com m ercial Code to be valid, binding or effective 
agai is t  the parties. (§ 1 ch 278 SLA 1976)

Si.c. 44.83.130. N o n lia b ility  o n  b o n d s , (a) N either th e  m em bers of 
the au tho rity  nor a person executing the bonds is liable personally  on 
the bonds or is subject to personal liability  or accountability by reason  
of the issuance of the  bonds.

(b) The bonds issued by the au thority  do not constitu te  an 
indebtedness or o ther liability  of the  s ta te  or of a political subdivision 
of the state , except the  au thority , bu t shall be payable solely from the  
income and receipts or o ther funds or property of the au tho rity . The 
au thority  m ay not pledge the  faith or credit of the state  or of a political 
subdivision of the sta te , except the  au thority , to the paym ent of n bond 
and the  issuance of a bond by the au thority  does no t directly  or 
indirectly or contingently obligate the s ta te  or a political subdivision 
of the sta te  to apply money from, or levy or pledge any form of tax a tio n  
w hatever to the paym ent of the bond. (§ 1 ch 278 SLA 1976)

Sec 44.83.140. P le d g e  o f th e  s ta te . The state  pledges to  and 
agrees \ ith the holders of bonds issued under th is chapter and w ith  the 
federal agency which loans or contributes funds in respect to a project,
f l ia t  fK fl o f a f n  tt 'ill n a t  l i m i f  n r  n  1 t x - iv  f V\r* r i o V i f e  o n r )  n n u m r o  v n r * n / l  m  i U n
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authority  by th is chap ter to fulfill the term s of a contract made by the
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§ 44.83.177 A l a s k a  S t a t u t e s  S u p p l e m e n t  § 44.83.177 

A rtic le  6. G e n e ra l P ro v is io n s .
Section
177. Reconnaissance study

Sec. 44.83.177. R e c o n n a is s a n c e  s tu d y , (a) To identify power 
project a lte rn a tiv es  for a com m unity, the  au thority  shall, a fter con­
su lta tio n  w ith  o th er s ta te  agencies and afte r review of inform ation on 
a lte rn a tiv e  sources o f power, complete a reconnaissance study for each 
proposed new pow er project.

(b) A reconnaissance study shall
(1) survey  all pow er sources available to the com m unity and adja­

cent a re a  and ev a lu a te  the relative economic m erits  of a lternative 
sources of power,

(2) include an assessm en t of the effect of the developm ent of a lte rn a ­
tive  sources of pow er on the environm ent so as to assure th a t th e re  is 
no adverse effect to  the  environm ent which would m ake the project 
inadvisable;

(3) include public com m ent from residents of the community and 
adjacent area.

(c) T he au tho rity , in consultation with the division of budget and 
m anagem ent, sh a ll adopt regulations defining

(1) th e  m ethods which it shall apply to determ ine th a t  the inform a­
tion requ ired  by (b) of th is section is obtained; and

(2) s tandard  c rite r ia  and m easures for com parative analysis of a lte r­
native power sources.

(d) In com pleting a  reconnaissance study, the au tho rity  shall consult 
w ith th e  division of energy and pov/er development in the D epartm ent 
of Commerce and Economic Development to determ ine the information 
th a t  each may req u ire  for energy planning and the developm ent of 
technology. (§ 24 ch 83 SLA 1980; am § 11 ch 118 SLA 1981)

Effect o f am endm en ts . — The 1981 
amendment, effective Auguet 4, 1981, 
added subsection (d).

Article 8. Rural Electrification Revolving Loan Fund. 
Section
361. Rural electrification revolving loan 

fund
363. Loan odviBory committee

Effective date  o f a rtic le . — Section 17, 
ch. 118, SLA 1981, provides th a t this 
article take effect Ju ly  1, 1981. However, 
ch. 113 bcco.TiC law without approval by 
the governor, and since there is no provi­

sion in ch. 118 for the retroactive applica­
tion of the offectivo date (see AS 
01.10.090), this nrticle is effective August
4, 1981.
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E d ito r’s n o te . — The repealed section 
derived from 5 I ,  ch. 278, SLA 1976;
55 17 ,18, ch. 156, SLA 1978.

S ec . 44.83.181. F e a s ib ili ty  s tu d y  a n d  f in a n c e  p la n , (a) U nless 
the  reconnaissance study has been disapproved by the  division of 
budget and  m anagem en t under AS 44.83.179, the au thority  shall com­
p lete  a  feasib ility  study and  plan of finance for each proposed project.

(b) A feasib ility  study shall include
(1) inform ation about the  proposed project, including but not lim ited 

to estim ates o f total project construction costs, total project operating 
costs, th e  tim in g  and am ount of anticipated  re tu rn s  from the completed 
project, a benefit-to-cost ratio , the  potential effect of th e  project on the  
env ironm ent of the area which will be served by the  project w hen 
completed, an d  the availability  of a lte rnative  governm ent financing;

(2) a  s ta tem en t of all assum ptions which affect the economic 
feasib ility  of th e  project, including bu t not lim ited to the  discount ra te  
and in te res t ra te  of am ounts of money to be used for the project, 
an tic ipated  fuel prices, an  escalation rate , sta te  and local electric load 
grow th, and estim ates of indirect costs and benefits;

(3) a  com parative analysis of all reasonable a lternatives to 
construction o f the proposed project; and

(4) inform ation based on engineering and des;gn work which m eets 
the  requ irem en ts for submission of a license application for the  project 
to th e  Federal Energy Regulatory Commission.

(c) The p lan  of finance shall include recom m endations of the m ost 
appropriate  m eans to  finance a project, including, b u t not lim ited to,

(1) the  issuance of revenue bonds of the authority;
(2) the  issuance of
(A) general obligation bonds of the  state; or
(B) revenue bonds of the au thority  which are guaranteed or partial ly 

guaran teed  by the state;
(3) an  appropriation from the general fund
(A) to pay debt service on bonds or for o ther project purposes; or
(B) to reduce the am ount of debt financing for the project;
(4) a loan from th e  general fund;
(5) financing  arrangem ents w ith o ther en tities using leveraged 

leases or o th er financing methods;
(6) assistance from any federal agency, including, bu t not lim ited to, 

the  R ural E lectrification A dm inistration;
(7) a  loan from  the power project fund (AS 44.83.170(a)), or from the 

renew able resources investm ent fund (AS 37.11.050); or
(8) any com bination of financing arrangem ents listed in th is  

subsection.
(d) W hen financial assistance from the sta te  is necessary for a 

project to m eet financial feasibility criteria, the plan of finance shall

5 44.So.I3L A l a s k a  S t a t u t e s  § 44.83.181
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§ 44.83.183 S t a t e  G o v e r n m e n t § 44.83.183

include an estim ate  of the  m inim um  am ount of financial assistance  
required from the  sta te . The plan  of finance shall include an es tim a te  
of the p resen t value of the  financial assistance from  the  s ta te , 
computed as the  difference betw een

(1) a m arke t ra te  of in te rest, which is
(A) th e  ra te  determ ined under AS 44.83.170(f)(2)(B)(i); or
(B) th e  estim ated  in te rest ra te  for revenue bonds to be issued by th e  

au tho rity  for the  project; and
(2) th e  effective ra te  of in te res t because of s ta te  financ i"’ istance  

provided.
(e) The au tho rity , i r  consultation w ith the  division of cuuget an d  

m anagem ent, sha.U ad ipt regulations defining
(1) th e  techniques which i t  shall apply to determ ine th a t  th e  

inform ation requ ired  by (b) — (d) of th is  section is obtained; and
(2) s tandard  crite ria  and m easures for com parative analysis of 

a lte rnative  financing arrangem ents. (§ 24 ch 83 SLA 1980)

Cross reference. — A stcap p 'ice’.ionof pending projects of the Alaska Power 
this section to current projects of the Authority, see editor's note to AS 
Alaska Power Authority and exemption 41.83.177. 
from the provisions of this section of

Sec. 44.83.183. R ev iew  o f  fea s ib ility  s tu d ie s  a n d  p la n s  o f  
f in a n c e  by  d iv is io n  o f  b u d g e t  a n d  m a n a g e m e n t, (a) The division of 
budge t and m an gem ent in th e  Office of the Governor shall review  th e  
feasibility study and plan of finance for a project of th e  au tho rity  for 
compliance w ith the provisions of AS 44.83.181(b) — (d).

(b) In its review under th is  section, the  division of budget and  
m anagem ent m ay obtain an  independent evaluation  of a feasib lity  
study and plan of finance to determ ine compliance w ith  the provisions 
of AS 44.83.181(b) — (d).

(c) When the  division of budget and m anagem ent h as  completed a 
review of the feasibility study  and the plan of finance for a project 
under th is  section, it shall subm it a report to the governor. The report 
shall exam ine the  feasibility study and plan of finance for com pliance 
with the  req. irem ents of AS '14.83.181(b) — (d). The report of th e  
division of budget and m anagem ent shall include a recom m endation to  
the governor and legislature lor approval or d isapproval of the  \> eject 
based on the  division's review  of the feasibility study  and ’ m  of 
finance for compliance w ith the  requirem ents of AS 44.83.181(b) — (d).

(d) The report required by (c) of th is  section shall be prepared and  
subm itted not la te r th an  60 days after the feasibility study and plan of 
finance for a proposed project have been received by the division of 
budget and m anagem ent. (§ 24 ch 83 SLA 1980)

Cross reference. — As to application of Alaska Power A uthority and exemption 
this section to current projects of the from the provisions of this wcLion of
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pending projects of the Alaska Power 
A uthority, see editor’s note to AS 
44.83.177.

S ec . 44.83.185. S u b m iss io n  to  th e  le g is la tu re . (S) The au tho rity  
sh a ll su b m it a  feasibility  study and plan  of finance for a  proposed new 
project to th e  leg isla tu re . W hen the  report of the  division of budget and 
m anagem en t exam ining  the  feasibility study and plan  of ft lance is 
com pleted as requ ired  by AS 44.83.183, it  shall be subm itt/ 1 to the 
leg isla tu re .

(b) The a u th o rity  may not proceed w ith  work on the engineering or 
design pbasp «f a  proposed new project for which legislative approval 
is requ ired  u n til th e  leg isla tu re  approves the proposed new project 
However, th e  au tho rity  may proceed w ith the engineering or design 
w ork necessary  to  m eet the requ irem ents for submission of a license 
application  for th e  propo:,ed new project to the Federal Energy 
R egulatory  Com m ission w ithout obtain ing legislative approval of the 
proposed new  project.

(c) The leg is la tu re  shall consider and m ust approve all proposed new 
projects except proposed new projects th a t  are exem pt under AS 
44.83.187. T he leg isla tu re  may approve a proposed new project only by 
enacting  law  au thorizing  th a t  project. (§ 24 ch 83 SLA 1980)

C ross re fe re n c e . — As to application of pending projects of the Alaska Power 
th is section to current projects of the Authority, see editor's note to AS 
Alaska Power Authority and exemption 44.83.177. 
from the provisions of this section of

S ec. 44.83.187. A p p lica b ility  o f  sec tio n s , (a) The provisions of AS
44.83.177 — 44.83.185 and 44.83.189 apply only to a proposed new 
project w hich will generate m ore th a n  1.5 m egaw atts of power and

(1) requ ires  an  appropriation from the  sta te  general fund, from the 
power project fund, or from the  renew able resources funds; or

(2) is based on a p lan  of finance which requires the issuance of 
general obligation bonds or o ther pledge of the credit of the sta te .

(b) T he provisions of AS 44.83.177 — 44.83.185 and 44.83.189 apply 
to a project which generates more th an  25 m egaw atts of power for 
which th e  au tho rity  will issue its revenue bonds for costs of 
construction.

(c) T he provisions of AS 44.83.177 — 44.83.183 do not apply when a 
reconnaissance study and a feability study for a proposed new project 
have been prepared by an agency of the federal governm ent, if t l  e 
au th o rity  determ ines th a t the  reconnaissance study and the feasibility 
study  p repared  by th e  agency of the  federal governm ent provide 
inform ation sufficient to perm it the  au thority  to finance and construct 
the  proposed new project in accordance wich the req u ire r- .n ts  of th is 
chap ter. W hen a reconnaissance study and fea'.ioility study are 
p repared  for a propos;:.1 new project by an agency of the federal govern-



§ 44.83.394 S t a t e  G o v e r n m e n t § 44.83.398

E d ito r’s  no tes. — Ae enacted, this sec- renumbered by ine re iioo« vf - t- tu tc c  
tion was designated AS 44.83.460 and was under AS 01.05.031.

\ X  t  (\[xn&

Sec. 44.83.394. R e v e n u e  re q u ire m e n ts . The au tho rity  m ay not 
use money in the  fund for a power project except in comp liance w ith  AS
44.83.177 — 44.83.187, and unless the  au tho rity  determ ines th a t  the  ^  
power project is economically feasible and  th a t, a fte r construction, 
operation of the  power project w ill be able to  provide rei enue sufficient 
to re tu rn  an .tally to  the  s ta te  five percent of the am oun t th a t  the  
au th o rity  has spen t from  the fund for the  power project (AS 44.83.470;
§ 1 ch 118 SLA 1981)

E d ito r’s notes. — As enacted, ( iis sec- renumbered by the revisor of statu tes 
tion was designated AS 44.83.47C u td  was under AS 01.05.031.

Sec. 44.83.396. O p e ra tio n  o f p o w e r  p r o je c t  la) A power project 
th a t  is acquired or constructed as part of th e  energy p rcgram  for A laska 
is owned by th e  sta te  and sha ll be adm inistered by the  au tho rity .

(b) W hen a power project has been acquired or co nstructed by the  
au tho rity , the  project may be operated for the  au th o rity  u nder a 
con tract or lease entered into by a qualified u tility  and th e  au tho rity .

(c) The au tho rity  shall en te r into a  contract or le tse  u n d er reason­
able term s and conditions to perm it the  applicant u tility  to operate the  
power project when the  applicant u tility  is the only w holesale power 
custom er to be served directly by the power project un less th e  au th o rity  
determ ines a  u tility  m aking  application for a cor .tract or lease to 
operate a power project is no t capable of operating th a t  power project.

(d) The au tho rity  shall adopt regulations to dete im ine  the  m an n e r 
of selecting a qualified u tility  to operate a power project under a 
contract or lease when there  is more than  one wholesale power 
custom er to be served directly by th e  power project..

(e) W’hen  the  au thority  perm its a power project to be operated by a
qualified u tility  under a contract or lease, the au th o rity  shall

(1) review and appro • 7 the  annual budget for the operation and 
m ain tenance of the power project,

(2) assure th a t the  project is being operated efficiently and  in a 
m anner th h t is consistent w ith  national standards for the  industry . (AS 
44.83.480; § 1 ch 118 SLA 1981)

E d ito r 's  no tes. — As enacted, this fee- renumbered by :.he revisor of statutes
tion was designated AS 44.83.480 and was under AS 01.05.031.

S ec . 44.83.398. Sale  o f  p o w e r fro m  p o w e r  p ro je c t, (a) The 
au tho rity  shall sell power produced from power projects acquired or 
constructed under the  energy program  for Alaska. A u tility  th a t  p u r­
chases power produced hy a power project of the au tho rity  shall agree 
w ith the au tho rity
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(1) t c  g lV C  p r c fc r C L v o  i i i  l u c  o a lc  o f  u u n c i  ai> l e u id  to a l l  c la s s e s  01

consum ers of power except industria l consumers;
(2) to  charge industria l consumers of power a  ra te  determ ined by th e  

a u th o rity  in  accordance w ith  (d) of th is  section.
(b) T h e  au th o rity  shall establish  a  wholesale power ra te  s truc tu re  

applicable to  sales of power to its  custom ers a t  the  busbar of the power 
project as follows:

(1) T h e  au tho rity  hall establish and  m ain ta in  a single wholesale 
power r a te  applicable to a ll power projects th a t  it  has acquired or 
constructed  under the energy program  for A laska. The ,fholesale 
power r a te  shall be computed by th e  au tho rity  annually , and shall 
equal th e  ra te  th a t  the au tho rity  estim ates is necessary to produce 
revenue th a t  is sufficient to pay

(A) operation , m ain tenance, and equipm ent replacem ent costs of the
nowpr nm ioH s'
•  A ‘  — I

(B) d e b t service of the power projects;
(C) sa fe ty  inspections and investigations of the  power projects by th e  

au thority .
(2) If, by Ju ly  1 ,1986, th e  leg isla ture  has no t appropriated  a t least 

$5,000,000,000 to the  fund, in  addition to appropriations to the  fund of 
in te res t ea rned  on money in the fund, the  au tho rity  shall, beginning 
on th a t  da te , establish  and m ain tain  a  single wholesale power ra te  
applicable to  all power projects th a t i t  has acquired or constructed 
under th e  energy program  for /.Jaska. The wholesale power ra te  shall 
be com puted by th e  a u th r  y annually , and shall be the g rea ter of

(A) I'' percent of the amount the authority has invested in the power 

projects, including loans and grants m a d e  by the state; or

(B) th e  r a te  th a t  the au thority  estim ates is necessary to produce 
revenue sufficient to pay

(i) operation, maintenance, and equipment replacement costs of the 
power project;

(ii) d e b t service of power projects by the au thority ; and
(iii) sa fe ty  inspections and investigations of the power projects by 

the a u th o i . . / .
(c) T h e  au th o rity  shall tran sm it all t  ;e money th a t  it receives under 

(b) of th is  section to the  commissioner of revenue for deposit in the sta te  
general fund except for the r  roy  it receives under (b)(1)(A) and (B) 
and (b)(21(B)(i) and (ii), or the  money it would have n  jeivea under 
(b)(1)(A) and (B) and (b)(2)(B)(i) and (ii/ of th is  section if those item s
Kflfl K a C X M  «  ■>4- ^ a U 1 ! m U  a  «■ »l* a Ia a a I a  m a  I a  i«% a  a a ^
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the tim e  th e  money is received by the au thority .
(d) A  ra te  f i r  an  industria l consumer under (a)(2) of this section
(1) m ay  e> ceed the  wholesale power ra te  determ ined under (b) of th is 

section;
(2) rrmy r.c t be less th an  the  ra te  charged residen tial consumers.



§ 44.83.400 S t a t e  G o v e r n m e n t § 44.83.425

(e) The leg isla tu re  m ay, by law, annu l o r change th e  w holesale 
pow er ra te  for sales of power th a t  the  au th o rity  adopts u nder (b) of th is  
section. (AS 44.83.490; § 1 ch 118 SLA 1981)

E d ito r ’s no tes. — As enacted this sec- renumbered by the re visor of statutes 
tion was designated AS 44.82.490 and was under AS 01.05.031.

Sec. 44.83.400. Energy conservation. The authority sliall ensure
(1) th a t  com m unities th a t  benefit from the  energy program  for 

A laska  im plem ent cost-effective energy conservation m easures for 
residences, commercial and Dublic buildings, and industries; and

(2) th a t  com m unities shall fulfill th e ir  responsibilities under (1) of 
th is  section by cooperating w ith s ta te  agencies concerned w ith  
developm ent and conservation of energy, including b u t no t lim ited  to

(A) the A laska Public U tilities Commission;
(B) th e  division of energy and power development, D epartm en t of 

Commerce and Economic Development; and
(C) the division of business loans, D epartm ent of Commerce and 

Economic Developm ent. (AS 44.83.500; § 1 ch 118 SLA 1981)

E dito r'*  no tes. — As enacted, Urn sec- renumbered by the revi- - of statu tes 
tion was designated. vS 44.83.500 and was under AS 01.05.031.

Sec. 44.83.425. D efin itio n s . In AS 44.83.380 — 44.83.425,
(1) "busbar” .^oans the substation th a t  serves as th e  delivery poin t 

from the generation and transm ission system  of the au tho rity  to the  
transm ission  and distribu tion  system  of the utility;

(2) "debt service" m eans the cash flow necessary to secure bonds;
(3) "fund” m eans the  power developm ent fund established by AS 

44.83.?82;
(4) "industria l consum er” m eans u custom er of a u tility  which 

custom er has a peak power demand in excess of 500 k ilow atts and uses 
the  power principally  for

(A) m anufacturing;
(B) pipeline transporta tion ;
(C) the recovery or processing of m inerals;
(D) the processing of tim ber, ag ricu ltu ra l, or seafood products or 

th e ir  by-products; or
(E) the operation < T facilities owned by the federal governm ert;
(5) "qualified u tility "  m eans an electric u tility  th a t is certified by th e  

A laska Public U tilities Commission to serve all or p a r t  of a m ark e t 
a rea  th a t is served or will be served by the power project, and th a t  the  
au tho rity  determ ines is capable of operating and m ain ta in in g  tho 
power project. (AS (4.83.510; § 1 ch 118 SLA 1981)
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~c.zti.OT. 1. Th i s  s e c t i o n  ^st-ahlishes t h e  r i g h t  o f  t h e  A P A  to s e t  g e n e r a l  

r e t a i l  r a t e  g u i d e l i n e s  t h a t  a p p e a r  l a t e r  i n  t h e  bill.

S e c t i o n  2. T h i s  a m e n d m e n t  c o n c e r n s  the r e v e n u e  b o n d i n g  p o w e r s  o f  t h e  AP A .

If a p o w e r  p r o j e c t  is b u i l t  w i t h  f u n d s  r a i s e d  b y  t h e  i s s u a n c e  of  r e v e n u e  b o n d s  

a c a p i t a l  r e s e r v e  f u n d  is s o m e t i m e s  created. T h i s  c a p i t a l  r e s e r v e  f u n d  ( 

( u s u a l l y  e n o u g h  to p a y  to t h e  b o n d h o l d e r s  o n e  y e a r s  w o r t h  o f  p r i n c i p l e  a n d  

i n t e r e s t )  g i v e s  t h e  b o n d h o l d e r s  a d d i t i o n a l  s e c u r i t y  a n d  s o  m a k e s  t h e  b o n d s  

e a s i e r  t o  sell. If  t h e  r e v e n u e  g e n e r a t i n g  b y  t h e  p r o j e c t  is i n s u f f i c i e n t  to 

m e e t  the a n n u a l  p a y m e n t  to t h e  b o n d h o l d e r s  t h e  c a p i t a l  r e s e r v e  f u n d  is t a p p e d ,  

rhe f u n d  w o u l d  t h e n  h a v e  Lu b e  r e p l e n i s h e d ,  p r o b a b l y  b y  l e g i s l a t i v e  a p p r o p­

riati o n .  S i n c e  the l e g i s l a t u r e  w o u l d  b e  a s k e d  to a p p r o p r i a t e  m o n e y  to 

r e p l e n i s h  c a p i t a l  r e s e r v e  funds it s h o u l d  b e  a w a r e  of  t h e  c r e a t i o n  o f  c a p i t a l  

r e s e r v e  funds a n d  h a v e  an e s t i m a t i o n  o f  the a m o u n t  o f  w i t h d r a w l s  f r o m  t h e  fund.

s e c t i o n  3. T h i s  a m e n d s  A P A  s t a u t e s  c o n c e r n i n g  r e c o n n a i s s a n c e  s t u d i e s ,

T h e  p r e s e n t  law r e q u i r e s  a n  e n v i r o n m e n t a l  i m p a c t  a s s e s s m e n t  b e  i n c l u d e d  i n  

a r e c o n  study. T h i s  w o u l d  m a n d a t e  a s p e c i f i c  l o o k  at t h e  e f f e c t s  on f i s h e r i e s  

r e s o u r c e s .

s e c t i o n  A. S e c t i o n  A a m e n d s  A P A  s t a t u t e s  o n  f e a s i b i l i t y  s t u d i e s .  It w o u l d  

a d d  t h e  u n d e r l i n e d  l a n g u a g e  to the i n f o r m a t i o n  r e q u i r e d  to  b e  p r e s e n t e d  i n  

a f e a s i b i l i t y  study.

s e c t i o n  5. T h i s  e c t i o n  a m e n d s  the r e v i e w  o f  f e a s i b i l t y  d t u d i e s  a n d  p l a n s  

o f  f i n a n c e  b y  the D i v i s i o n  o f  B u d g e t  a n d  M a n a g e m e n t .  T h i s  l a n g u a g e  w o u l d  

r e q u i r e  t h a t  b u d g e t  a n d  m a n a g e m e n t  p r e p a r e  a f i n a n c i a l  a n a l y s i s  f o r  A P A  

p r o j e c t s  a n d  s p e c i f i e s  w h a t  s h o u l d  b e  i n c l u d e d  i n  the r e p o r t .

s e c t i o n  6 . T h i s  s e c t i o n  a m e n d s  t h e  l a w - c o n c e r n i n g  l e g i s l a t i v e  a p p r o v a l  

of A P A  p o w e r  p r o j e c t s .  T h e  l e g i s l a t u r e  m u s t  e n a c t  a l a w  a n d  a p p r o v e  a

o mm a x i m u m  c o n s t r u c t i o n  c o s t  Iu l  Lhc p r oject. T h i s  

d i s c o u r a g e  l o w  c o s t  e s t i m a t e s  a n d  cost o v e r r u n s .  T h e  i.ollowing s e c t i o n  

s p e l l s  o u t  t h e  p r o c e d u r e  i f  t h i s  e s t i m a t e  is e x c e e d e d .



s e c t i o n  7. I f  t h e  f i n a l  c o s t  e s t i m a t e  f o r  a p r o j e c t  e x c e e d s  t h e  c o s t  e s t i m a t e  

a p p r o v e d  b y  t h e  l e g i s l a t u r e  b y  m o r e  t h a n  5% th i s  a m e n d m e n t  m a n d a t e s  t h e  

A P A  to r e v i s e  its f e a s i b i l i t y  s t u d v  f o r  t h e  n r o i e c t  a n d  resubmit- t-ho r»roicct
-  •  •  •  f  J

to t h e  l e g i s l a t u r e  f o r  a p p r o v a l .

s e c t i o n  8 . T h i s  s e c t i o n  w o u l d  e x c l u d e  c o n t r a c t o r s  w h o  w o r k e d  o n  a  p r o j e c t  

f e a s i b i l i t y  s t u d y  or i n  e n g i n e e r i n g  d e s i g n  f r o m  t h e  c o n s t r u c t i o n  o f  t h e  p r o j e c t .  

T h e  p u r p o s e  o f  t h i s  a m e n d m e n t  is to d i s c o u r a g e  b i a s e d  f e a s i b i l i t y  s t u d i e s o r  

d e s i g n  w o r k .

s e c t i o n s  8 - 1 3  a r e  i n  t h e  o r i g i n a l  HB  7 5 8

1 /. TV»n r\r\ "1 "tr o T> rr rk i r« o n n f I* 1 /# I* *-» O « I* rr +*T̂ r» t.t -» —
A l t  ~  . .  — j  — _ . q  m w  w  T  u.  «-» w  • •  w  • • « « « . « *  w w f l t w *  U U l t J .

w i t h  c u s t o m e r ,  

s e c t i o n  15. n o  c h a n g e  

s e c t i o n  1 6  s a m e  as s e c t i o n  14

s e c t i o n  17. T h e  c h a n g e s  to t h i s  s e c t i o n  b e g i n  o n  l i n e  11. T h e  e f f e c t  o f

the c h a n g e  is th a t  if i n f l a t i o n  w a s  to b e  r e d u c e d  to a l o w  r e v e l  i n  a n y  f u t u r e  

d e c a d e  t h e  i n f l a t i o n  f a c t o r  w o u l d  r e f l e c t  this l o w e r  f i g u r e  a n d  n o t  that 

of the p r e c e e d i n g  33 y e a r s .

T h e  n e x t  c h a n g e  to s e c t i o n  17 b e g i n s  a t p a g e  11 l i n e  2. T h i s  s u b s e c t i o n  (h) 

has b e e n  r e w r i t t e n  to c h a n g e  t h e  n u m b e r  o f  r a t e s  f r o m  two to t h r e e .  A l s o  

on line 8 the g u i d l i n e s  w h i c h  s h o u l d  b e  f o l l o w e d  w h e n  e s t a b l i s h i n g  a r a t e  s t r u c -  

t u r e h a v e  b e e n  b r o a d e n e d  from - to e n c o u r a g e  c o n s e r v a t i o n  o f  e n e r g y -  to

also i n c l u d e ,  e f f i c i e n t  u s e  o f  f a c i l i t i e s  and r e s o u r c e s ,  a n d  e q u i t a b l e  r a t e s

to c o n s u m e r s .

O n  line 14 s u b s e c t i o n  (i) t h e  u t i l i t i e s - n o n - c a p i t a l  c o s t s  h a v e  r e p l a c e d  t r y i n g  

to list w h a t  c o s t s  of t h e  u t i l i t y  a r e  n o n - c a p i t a l .  T h e  r a t i o n a l e  f o r  t h i s

Q tllS't d 1 f f OT" or* <* 111" 1 1 i t" 1 P S bvpplf ("lilt* ^ O S t S  U n d e r  d i  f f C"*“'"‘T  *" »-* «.

Ju s t  s a y i n g  n o n - c a p i t a l  c o s t s ,  w h i c h  is d e f i n e d  o n  p a g e  12, l i n e  1 4  is

s i m p l e r  a n d  m o r e  a c c u r a t e .  T h e  d e f i n i t i o n  is t h a t  n o n - c a p i t a l  c o s t s  a r e  c o s t s  

o t h e r  t h a n  - 1 . d e b t  s e r v i c e  o n  b o n d s  i s s u e d  for the p o w e r  p r o j e c t ,  if  a n y

2 . a r e t u r n  to t h e  stat"* o f  its i n v e s t m e n t  i n  the p o w e r  p r o j e c t ,  w i t h  a d j u s t m e n t s  

for i n f l a t i o n  etc.



S u b - s e c t i o n  (i) l i n e  19. a f t e r  the w o r d  util-fry t h e  r h r c s c ,  o r  t h e  A l e  s h e  

P u b l i c  U t i l i t y  C o m m i s s i o n ,  is added. T h i s  c h a n g e  is n e c e s s a r y  b e c a u s e  t h e  

A P U C  n o r m a l l y  c o n d u c t s  p u b l i c  h e a r i n g s  o n  e l e c t r i c  r a t e s .  I f  a u t i l i t y  is 

e c o n o m i c a l l y  r e g u l a t e d  b y  t h e  A P U C  the A P U C  s h o u l d  c o n d u c t  t h i s  h e a r i n g .

S u b s e c t i o n  (k) t h i s  c h a n g e  r e i t e r a t e s  t h e  a u t h o r i t y  o f  t h e  A P U C  is r a t e  

s e t t i n g  m a t t e r s  f o r  A P A  f u n d e d  p r ojets. T h i s  l a n g u a g e  w a s  a d v i s e d  b y  K e n  

V a s s a r  o f  t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e  a s  a s a f e g u a r d  a g a i n s t  m i s i n t e r p r e t a t i o n  

o f  s t a t u e s .

S e c t i o n  1 8 .  n o  p h a n o p

S e c t i o n  1 9  n o  c h a n g e  e x c e p t  f o r  r e p l a c i n g  c o n s u m e r  w i t h  c u s t o m e r .

s e c t i o n  2 0 , 2 1 n o  c h a n g
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JIM LAZAR CONSULTING ECONOMIST

WA SH INGTON RESIDENTIAL ELECTRIC RATE STRUCTURES

INVERTED

Seattle City Light 

Puget Power 

Pacific Power 

Was hi ng to n Water Power 

Clark Co. PUD 

Lewis County PUD 

Chelan County PUD

NON-INVERTED 

Tacoma City Light 

Snohomish PUD 

Inland Power and Light 

Cowlitz PUD 

Benton PUD 

Franklin PUD 

Others*

Total State Population:

POPULATION

500.000

1.250.000

300.000

500.000

200.000

55.000

45.000

2.850.000

2 0 0 , 0 0 0

335.000

50.000

80.000 

100,0C0

35,000

350.000

4,000,000

C17 E ast 17 rh  O lvm oia , W A  9 8 .^ 1  (2 0 6 )3 5 7 -0 3 6 4 !
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EXECUTIVE SUMMARY

The Pacific North we st  has long enjoyed electric rates that are among the 

lowest in the Nation, based on inexpensive power generated by the region's 

enormous h yd roelectric system. However, the region's major hydro resources 

have been nearly fully exploited, and regional demand for electrical 

energy has o utstripped the hydro system's capacity. The region's utilities 

have embarked upon an ambitious program to construct nuclear and coal- 

f-ireH power Diants to mset growing demand. However, many of these 

plants are experiencing lengthy delays and tremendous cost overruns.

As a result, consumers in the region face rapidly escalating electricity 

bills and almost certain electricity shortages in the coming decade.

There is gtleral agreement that cons er va ti on  and certain renewable 

energy applications represent the only option for avoiding impending 

el ec tr ic it y shortages. Furthermore, there is considerable evidence that 

m any c o n servation actions can "provide" energy much more cheaply than 

new nuclear or coal-fired plants.

However, a number of institutional obstacles stand in the way of the 

timely and wid es pr ea u adoption of cost- ef fe ct iv e conservation measures.

This report examines one such obstacle--traditional electric rate struc­

tures for residential customers.

t

Further, this report evaluates a number of alternative rate structures 

according to three traditional ratemaking criteria and in light of the 

increasing^cost conditions facing the region's utilities.

The results of this analysis may be briefly summarized as follows:

(1) Traditional declining bioi.k rate structures, wh i ch  prov ide  decreasing 

prices per kwh as consumption increases, are inappropriate during times 

of increasing costs. Declining block rates mislead consumers by indicating 

that costs decrease as consumption i n c r e a s e s , when the opposite is true.



Hor ic innc  ronarHinn fue l rh n iro  e le c t r i c a l  CT.Crgy US'C and i-uiiservaLion. 

T h a t  is, declining block rates encourage wasteful use of electric energy 

in times of increasing costs. *•

(2) Electric rate structures based on average c o s t s — flat rate 

s tr u ct ur e s— also enco ur ag e inefficient use of electric energy during 

times of increasing costs. Al though not as misleading as declining 

bl oc k rates, flat rates based on average costs also m islead consumers by 

indicating that costs remain relatively stable as consumption increases.

(2) Pure marginal ccct rate structures, which w ou ld  price ail electric 

en ergy at the cost of energ y from new energy sources, wo ul d  lead to 

ec on omically efficient d ecisions regarding the choice of fuels, the 

selection of heating and cool in g equipment and appliances, and choices 

between energy use and c on se rvation measures. However, pure marginal 

c ost rates would result in considerable excess revenues for utilities, 

severe cost increases for consumers, and would require some mechan is m 

for distributing excess revenues back to consumers.

(4) A baseline inverted rate structure would result in more efficient 

(e.g., less wasteful) use of electricity, while avoiding the problem of 

very large excess revenues to utilities. A baseline inverted rate 

structure would price the initial or "base block" of electrical energy 

at the cost of inexpensive hydroelectric power to the utility. Electric 

energy consumed in excess of this base block would be priced at a level 

more closely a pp ro xim at in g the marginal cost of electric energy; that 

is, the cost of power from r^w thermal power plants. Such a rate struc­

ture would provide the vast ma jority of consumers with more  accurate 

price signals by pricing energy consumption over the base block closer 

to its marginal cost and cl oser to the cosv of alternative fuels.

A basal ins inverted rate structure has beer, successfully ado pt ed  bj- Sea t t l e  
City Light. In addition, the Wash in gt on State Utilities and Transportation 

Commission recently pr om ul ga te d an order requir.ug all investor-owned

-2-



utilities to adopt baseline inverted rate structures at subsequent rate 

orders. Presently, P u y d  ruwer ii<tb duupteri a D a s e n n e  increasing block 

rate structuie under the state UTC's order.

Simulations developed for this report and p resented in Chapter 4  indicate 

that, under assumptions consistent with the results of empirical research, 

baseline inverted rates will result in significant long-run electrical 

energy savings. Even under "worst case" (and least likely) assumptions, 

slight decreases in electrical energy use will result. These simulations 

also indicate that some minor adjustments in the rate structure may be 

necessary durin g an implementation phase to ensure that total revenues 

cover d u o  ao not exceea a utility's total costs.
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T E S T I M O N Y  O F  R U R A L G A ?  

O N  H B 7 5 8  

A M E N D M E N T S  T O  THE E N E R G Y  

P R O G R A M  F O R  A L A S K A

E n e r g y  c o s t s  i n  r u r a l  a r e a s  r a n g e  u p  to 5 0 q / k w h  a n d  $ 3 . 0 0 / g a l  
f o r  h e a t i n g  o i l  a n d  g a s o l i n e .

R u r a l  a r e a s  a r e  n o t  w e l l  s e r v e d  b y  the e x i s t i n g  E n e r g y  P r o g r a m  
f o r  A l a s k a .  T h e  d i s t r i b u t i o n  o f  s t a t e  w e a l t h  f o r  r u r a l  e u e i g j  

n e e d s  is i n e q u i t a b l e .

P r o p o s e u  a m e n d m e n t s  to t h e  E n e r g y  P r o g r a m  f o r  A l a s k a  a r e  a 
g o o d  st a r t ,  b u t  s t i l l  do  n o t  a d d r e s s  the i n e q u i t a b l e  d i s t r i b u t i o n  
of  s t a t e  w e a l t h  u n d e r  it a n d  s t i l l  do n o t  m e e t  r u r a l  e n e r g y  
n e e d s .

T h e  c r i t i c a l  s h o r t - r u n  n e e d  f o r  a l m o s t  a l l  v i l l a g e  r e s i d e n t s  
is for w e a t h e r i z a t i o n . F o r  l o n g e r - t e r m  e n e r g y  n e e d s ,  v i l l a g e s  
n e e d  t h e  m e a n s  to p l a n  t h e i r  o w n  e n e r g y  s t r a t e g i e s .

A  s t a t e  c o m m i t m e n t  to v i l l a g e - w i d e  h o m e  w e a t h e r i z a t i o n  a n d  to 
v i l l a g e  e n e r g y  p l a n n i n g  w o u l d  a d d r e s s  t h e  i n e q u i t y  of the 
E n e r g y  P r o g r a m  for A l a s k a  a n d  h e l p  m e e t  r u r a l  e n e r g y  n e e d s .

R u r A L C A P  o f f e r s  to w o r k  w i t h  the L e g i s l a t u r e  in d e v e l o p i n g  
s u c h  a p r o g r a m .



TESTIMONY OF RURAL CAP 

ON HB758

AMENDMENTS TO THE

ENERGY PROGRAM FOR ALASKA

My  n a m e  i s  Ma t t  Z e n c e y ,  h e r e  f r o m  t h e  Ru r a l  A l a s k a  C o m m u n i t y  

Ac t i o n  Pr o g r a m  ( R u r AL CAP). We  w o u l d  l i k e  t o  c o m m e n d  t h e  C o m m i t t e e

FOR RECOGN I Z ING  THE NEED TO IMPROVE THE ENERGY PROGRAM FOR ALASKA 

WHICH WAS ESTABL ISHED LAST SESS ION .

T h e  E n e r g y  P r o g r a m  f o r  Al a s k a  g r e w  o u t  o f  t h e  d e s i r e  t o  c o n v e r t  

t h e  St a t e ' s  t e m p o r a r y  o i l  s u r p l u s  i n t o  a  s e c u r e  l o n g  r u n  s u p p l y  o f

E L E C T R I C I T Y  FOR THE RA ILBELT AT STABLE PR I C E S .  IN I TS  PRESENT

f o r m ,  t h e  Pr o g r a m  c o m b i n e s  a w e a l t h  d i s t r i b u t i o n  s c h e m e  w i t h  a n

ENERGY PROGRAM WHICH I S  CLAIMED TO SERVE ALL RESIDENTS OF THE

S t a t e .

F r o m  a  r u r a l  p e r s p e c t i v e ,  t h e  Pr o g r a m  f a i l s  b o t h  a s  e n e r g y

POL ICY AND AS A WEALTH D I STR IBUT ION  PLAN; I T  NE ITHER G IVES RURAL 

RES IDENTS  THE MEANS TO ESTABLISH AFFORDABLE,  NON-SUBSIDIZED ENERGY 

IN RURAL AREAS NOR PROVIDES AN EQUITABLE D I S TR I BUT ION  OF STATE O I L

w e a l t h . L a s t  y e a r ,  93.5% o r  a l l  f u n d s  u n d e r  t h e  E n e r g y  Pr o g r a m  

f o r  A l a s k a  w e n t  t o  u r b a n  a r e a s .

R u r a l  A l a s k a n s  w o u l d  p e r h a p s  b e  w i l l i n g  t o  a c c e p t  t h i s  E n e r g y  

p r o g r a m  f o r  u r r a n  a l a s k a  i f  t h e r e  w e r e  o t h e r  a d e q u a t e  w e l l -f u n d e d  

p r o g r a m s  t h a t  c o n v e r t e d  p a r t  o f  r u r a l  A l a s k a ' s s h a r e  o f  St a t e  

w e a l t h  t o  s t a b l e , l o w -c o s t  e n e r g y  s u p p l i e s . Ho w e v e r , n e i t h e r  o f



THE TWO MAJOR RURAL-ORIENTED ENERGY PROGRAMS DOES SO. THE POWER

C o s t  A s s i s t a n c e  P r o g r am  s u b s i d i z e s  b o t h  u r b a n  a n d  r u r a l  a r e a s  wttw

HIGH E L E C T R I C I T Y  COSTS .  I T  I S  A NECESSARY SHORT-TERM SUBSIDY ,  BUT 

I T  I S  NO SUBST ITUTE FOR A POLICY WHICH REPLACES THE NEED FOR 

SUBS ID I E S  WITH STABLE LOW-COST ENERGY FOR BOTH SPACE HEAT AND 

E L E C T R I C I T Y .

T h e  Ru r a l  En e r g y  Au d i t  D e m o n s t r a t i o n  Pr o g r a m  o f f e r s  r u r a l

COMMUNIT IES A STATE-CERT I F I ED  AUDIT AND A $300 ENERGY CONSERVATION 

GRANT TO EACH HOME IN  SELECTED V ILLAGES .  WITH THE HIGH COST OF 

FRE IGHT  AND LABOR IN RURAL AREAS AND THE POOR COND IT ION  OF RURAL 

HOUSES,  THE $300 MAXIMUM GRANT I S  ALMOST R ID I CULOUSLY LOW. I T  IS 

ABOUT ONE-TENTH THE LEVEL THAT WOULD BE A REASONABLE MAXIMUM, 

ACCORDING TO RURAL CAP'S EXPERIENCE WITH THE FEDERAL WEATHER IZAT ION 

PROGRAM.

T he  f i n a n c i a l  c o m m i t m e n t  to  r u r a l  a r e a s  u n d e r  t h e s e  e n e r g y

PROGRAMS I S  M IN ISCULE  IN COMPARISON TO THE APPROPRIATIONS UNDER

t h e  E n e r g y  P r o g r am  f o r  A l a s k a — r o u g h l y  $11 m i l l i o n  v s .  $A35 m i l l i o n ,  

o r  2h%. T h e  h u g e  f i n a n c i a l  c omm i tm e n t s  t o  u r b a n  a r e a s  u n d e r  t h e  

E n e r g y  P r o g r am  f o r  A l a s k a  a r e  s i m p l y  t o o  l a r g e  f o r  r u r a l  r e s i d e n t s  

t o  i g n o r e .  R u r a l  a r e a s  a r e  q u i t e  l i t e r a l l y  b e i n g  l e f t  o u t  i n  t h e  

c o l d .

T u c  O n V P D M O D  ' C n n n n r . f ' r - n  « M r  u n u r  h i t  r> .  n n  w<->. in  r n u i M T r r r / ^  r> • . .
— ------------  w  i  i  \ w  i n i  i u i i l / i i u m  . u  n n u  I w  u  I \ V / U l ' H ' l l  I I L L  O  U 1 L L

(HB/5S) ARE A GOOD START.  i HEY BEGIN TO ADDRESS WHAT IS WIDELY 

RECOGNIZED AS THE MOST FUNDAMENTAL FLAW IN THE PROGRAM— THE USE



OF OUTRIGHT GRANTS TO THE PROPOSED E L E C TR I C I T Y  PROJECTS.  REQUIR ING 

TnA' i  iHt PROJECTS PAY BACK THE STATE 'S  INVESTMhNl  w i T H  AN ADJUSTMENT 

FOR INFLAT ION I S  A STEP TOWARD IMPROVEMENTS IN SEVERAL AREAS. I T  

MEANS THAT THE  WORTHWHILE GOALS OF THE PROGRAM WOULD BE ACHIEVED 

AT LOWER COST ,  AS UNNECESSARY PROJECTS ARE DISCOURAGED AND SUBS ID I ES  

TO PR I CES  REDUCED.  HOWEVER, US ING A 53-YEAR AVERAGE INFLAT ION 

RATE DOES L I T T L E  TO PROTECT THE PUBL IC 'S  INVESTMENT FROM THE RAVAGES 

OF I NFLAT ION,  USING A TEN OR EVEN F IVE-YEAR AVERAGE INFLAT ION RATE 

WOULD MAKE SURE T H A T  T H F  P U B L I C ' S  I NVESTMENT !-S PROTECTED .

T h e  b i l l ' s r e q u i r e m e n t  f o r  l o c a l  e l e c t i o n s  i s  m e a n t  t o  f u r t h e r

DISCOURAGE UNNECESSARY PROJECTS.  HOWEVER, AS LONG AS LOCAL RESIDENTS 

DO NOT MAKE F INANC IA L  COMMITMENTS TO BU ILD ING THE PROPOSED PROJECT,  

THEY HAVE A GREAT IN CENT IV E  TO SAY YES TO ALMOST ANY PROJECT.

REQU IR ING REPAYMENT OF THE STATE'S INVESTMENT REDUCES PRICE 

S UBS ID I E S  AND REDUCES A R T I F I C I A L  D I S I N C EN T I V E S  TO ENERGY E F F I C I E N CY  

AND OTHER ENERGY ALTERNAT IVES .  THE RESOURCES COMMITTEE VERSION 

ATTEMPTS TO ENCOURAGE ENERGY E F F I C I E N C Y  AND DISCOURAGE UNNECESSARY 

FUTURE PROJECTS EVEN MORE, BY REQU IR ING AN I N C L IN ING  BLOCK RATE 

STRUCTURE FOR RES IDENT IA L  CONSUMERS. THE INCENT IVES  TO ENERGY 

E F F I C I E N C Y  W I LL  DEPEND,  OF COURSE,  ON HOW MUCH THE PRICE GOES UP 

WITH LEVEL OF USE.  RES IDENT IAL  CONSUMERS SHOULD NOT BE CHARGED 

ANY MORE THAN INDUSTRIAL OR COMMERCIAL CUSTOMERS. HB753 IS  S ILENT
f k l  n n T i  » * r \ r -  m
• »» L"-' ! : 1 ." in w h o  i

D e s p i t e  t h e  i m p r o v e m e n t s  t h a t  HB758 w o u l d  m a k e ,  t h e  m o s t

FUNDAMENTAL PROBLEMS REMA IN .  17 ADDRESSES EQU I TY  ONLY BY REDUC ING



THE TOTAL AMOUNT OF STATF MONFY SPFNT DI IRTNG THF L I F E  Or THE PROJECT.  

THE UF-FRONT COMMITMENT OF STATE HONEY 10 NOT REDUCED. I T  I S  PAID 

BACK ( IN  SMALL INSTALLMENTS) OVER 33 YEARS; BUT ONLY AFTER OPERATIONS

s t a r t . T o d a y ' s s u r p l u s  i s  e x c l u s i v e l y  d e d i c a t e d  t o  a s i n g l e  p u r p o s e . 

Ru r a l  a r e a s  c a n ' t  r e l y  on 33 f u t u r e  a n n u a l  r e p a y m e n t s  t o  m e e t  t o d a y ' s 

e n e r g y  n e e d s . T h e  Pr o g r a m ' s hu g e  f i n a n c i a l  c o m m i t m e n t s  s t i l l  would



NOT MAKE ANY LONG-TERM COMMITMENT TO USE RURAL ALASKA'S SHARE OF 

o i A i  c  WcALTH TO SOLVE LONG TERM RURAL ENERGt PRubLhMS.  i h f  AMENDED

Pr o g r a m  s h o u l d  b e  m u c h  m o r e  e q u i t a b l e  a n d  s h o u l d  d o  m o r e  t o  m e e t

RURAL ENERGY PROBLEMS.

Wh e n  a  f e d e r a l  p r o g r a m  d e s i g n e d  t o  s e r v e  t h e  w h o l e  n a t i o n  

i s  a p p l i e d  t o  A l a s k a ,  t h e  S t a t e  o f t e n  p o i n t s  o u t  how  d i f f e r e n t

TH INGS  ARE IN ALASKA COMPARED TO THE LOWER A8, YET THE STATE 

OFTEN FORGETS HOW D IFFERENT THINGS ARE IN D I FFERENT  AREAS WITH IN

A l a s k a . T h e  E n e r g y  Pr o g r a m  f o r  A l a s k a  i s  a  g o o d  e x a m p l e . T h e r e

ARE TWO REASONS I T  DOESN'T SERVE RURAL ENERGY NEEDS— (1) I T  

CONCENTRATES EXCLUS IVELY ON ELECTR IC  ENERGY,  AND (2) I T  REL I ES  

ON A CENTRALIZED STATE BUREAUCRACY TO PLAN, DES IGN ,  BU IL D ,  OWN 

AND OPERATE PROJECTS.  E L E C T R I C I T Y  IS  IMPORTANT IN RURAL AREAS,

BUT I N  MOST V IL LAGES ,  I T  I S  A MUCH LESS PRESSING NEED THAN FUEL 

O I L  FOR HEAT ING.  ABOUT 60% OF A V I LLAGE 'S  ENERGY I S  USED FOR 

SPACE HEAT ING ,  MORE THAN THREE T IMES THE AMOUNT USED TO GENERATE 

E L E C T R I C I T Y ,

T he  OVERSEER OF THE ENERGY PROGRAM FOR ALASKA IS  THE ALASKA

Power  Au t h o r i t y . I t  has  a v e r y  b i g  m a n d a t e  and  a v e r y  s m a l l  s t a f f . 

Un d e r s t a n d a b l y ,  i t  c o n c e n t r a t e s  on p r o j e c t s  w h i c h  a r e  e a s y  to  

a d m i n i s t e r — a h a n d f u l  of  l a r g e , c e n t r a l i z e d  p r o j e c t s . No c e n t r a l i z e d  

s t a t e  a g e n c y  ca n  b e  e x p e c t e d  to  p l a n , b u i l d  and  own h u n d r e d s  of  

s m a l l  p r o j e c t s  s c a t t e r e d  t h r o u g h o u t  t h e  St a t e  w i t h o u t  an e x p l i c i t  

c h a r g e  f rom  t h e  l e g i s l a t u r e  to  do s o . But  w i t h o u t  t e c h n i c a l  h e l p  

IN e n e r g y  p l a n n i n g  and  p o l i c y , v i l l a g e s  a r e  u n a b l e  t o  t u r n  to  t h e  . 

p o l i t i c a l  s y s t e m  t o  m e e t  t h e i r  e n e r g y  n e e d s .



We  t h e r e f o r e  c a l l  o n  t h e  l e g i s l a t u r e  t o  m a k e  f i n a n c i a l

p o m m i t m c w t c  i n  a dijdai_ ENERGY PROGRAM WHICH WOULD IN CLUDE  TWO 

MAJOR COMPONENTS:  F I R S T ,  IMMED IATE  V I L LAGE-W ID E  WEATHER I ZAT ION

AND ENERGY E F F I C I E N C Y  AND SECOND ,  LOCAL ENERGY PLANNING  TO I D E N T I F Y  

AND EVENTUALLY B U I L D  FUTURE ENERGY PROJECTS WHICH REDUCE R E L I AN C E  

ON ENERGY IMPORTED TO V I L L A G E S  AND WHICH ARE APPROPR IATE  TO 

V I L L A G E  L I F E S T Y L E S .

RURAL CAP T H I N K S  I T  I S  Fa i r  TO SAY THAT HOME WEATH ER I ZAT ION  

I S  THE H I GH ES T  SHORT RUN ENERGY P R I O R I T Y  IN ALMOST ALL  OF ALASKA'S  

V I L L A G E S .  WEATHER I ZAT ION  S IMPLY  REDUCES THE AMOUNT OF ENERGY NEEDED 

TO HEAT A HOME.  RURAL CAP'S PREL IM I NARY  STUDY OF THE 1978 AND 

1979 FEDERAL WEATHER I ZAT ION  PROJECT I N  NOME FOUND ACTUAL FUEL 

SAV INGS  AVERAGED ALMOST 15%, OR OVER $200 A YEAR.  THE POTENT IA L  

FOR SAV INGS  I S  EVEN H I G H E R ,  S I N C E  THE FEDERAL PROGRAM HAS AN 

U N R E A L I S T I C A L L Y  LOW PER HOUSEHOLD C E I L I N G  ON SP END ING .  THE NEED 

I S  E S P E C I A L L Y  C R I T I C A L  I N  V I L LAG ES  WHERE HOUSEHOLDS SPEND THOUSANDS 

OF DOLLARS ON FUEL  O I L  FOR HEAT .  BUT EVEN IN  V I L L A G E S  WHERE LOCAL 

WOOD I S  USED ,  WEATHER I ZAT ION  MEANS US ING  LESS T I M E ,  LESS  GAS,  AND 

LE SS  WEAR ON THE SNOWMACHINES ,  TO GATHER WOOD. IN FACT ,  V I L LAG E

E n e r g y  R e c o n n a i s s a n c e  S t u d i e s  d o n e  f o r  t h e  A l a s k a  Powe r  A u t h o r i t y

ALMOST UNANIMOUSLY PO I N T  GUT THAT WEATHER I ZAT ION  I S  NEEDED IN THE 

V I L L A G E S  STUD I E D  (SEE  ATTACHED SH E E T ) .  S I N C E  THOSE RECONNA ISSANCE

St u d i e s  w e r e  a i m e d  at  e l e c t r i c  p o w e r , t h e y  d i d  not  r e s u l t  i n

PROPOSED WFATHF.R I7ATI0N PROJECTS.  MOST STUDIES E I THER  SIMPLY 

ASSUMED WEATHERIZATION WOULD BE DONE OR RECOMMENDED THAT V ILLAGES 

PART IC IPATE  IN EX IS T ING  PROGRAMS. HOWEVER, THOSE PROGRAMS ARE

- 5 -



S I M P L Y  I N A D E Q U A T E  T O  M E E T  T H E  V I L L A G E  W I D E  N E E D S — T H E R E  I S  N O T  

E N O U G H  M O N E Y  P E R  H O ' J S E H O l  D  U N D E R  T H E  S T A T E  E N E R G Y  A U D I T / C O N S E R V A T I O N  

G R A N 1 P R O G R A M  O R  U N D E R  T H E  F E D E R A L  L O W - I N C O M E  W E A T H t R l Z A T l O N
i

P R O G R A M .  T h e  F E D E R A L  P R O G R A M  ( W H I C H  M A Y  B E  C U T  O U T )  R E A C H E S  O N L Y  

A  T I N Y  F R A C T I O N  C F  E L I G I B L E  H O M E S  E A C H  Y E A R  A N D  O N L Y  T H E  P O O R E S T  

R E S I D E N T S  A R E  E L I G I B L E .  A  S T A T E  C O M M I T M E N T  T O  V I L L A G E  W E A T H E R I Z A T I O N  

W O U L D  E N A B L E  R U R A L  A R E A S  T O  S H A R E  M O R E  E Q U I T A B L Y  IN T H E  U S E  O F

S t a t e  w e a l t h  f o r  s t a b l e , l o w - c o s t  e n e r g y . ( R a t h e r  t h a n  d i s c u s s

T H E  V A R I O U S  F O R M S  T H A T  T H E  P R O G R A M  A N D  I T S  F U N D I N G  M I G H T  T A K E  

R I G H T  N O W ,  W E ' D  L I K E  T O  W O R K  W I T H  T H E  L E G I S L A T U R E  T O  D E V E L O P  S U C H  

A  P R O G R A M  F O R  I N C L U S I O N  W I T H  T H E  E N E R G Y  P R O G R A M  F O R  A L A S K A . )

•t - • •

I •

W E A T H E R I Z A T I O N  I S  I M P O R T A N T ,  B U T  I T  I S  J U S T  A  F I R S T  S T E P  T O  

M E E T I N G  V I L L A G E  E N E R G Y  N E E D S .  T H E S E  L O N G E R  R U N  E N E R G Y  S O L U T I O N S  A R E  

A S  V A R I E D  A S  A L A S K A ' S  V I L L A G E S  T H E M S E L V E S .  E A C H  V I L L A G E  N E E D S  

T O  D E C I D E  F O R  I T S E L F  W H A T  E N E R G Y  S O L U T I O N S  W I L L  B E  B E S T .  T H E  

B E S T  S O L U T I O N  M A Y  I N V O L V E  C O O R D I N A T I O N  W I T H  S E V E R A L  N E A R B Y  V I L L A G E S .  

W e  t h e r e f o r e  c a l l  o n  t h e  L E G I S L A T U R E  f o r  a  c o m m i t m e n t  t o  e n a b l e

L O C A L  R E S I D E N T S  T O  D O  E N E R G Y  P L A N N I N G .  S T A T E  A G E N C I E S  A N D  R E G I O N A L  

N O N - P R O F I T S  C A N  O F F E R  T E C H N I C A L  H E L P  A N D  C O O R D I N A T I O N  B U T  V I L L A G E  

R E S I D E N T S  M U S T  H A V E  T H E  M E A N S  T O  G F T  I N F O R M A T I O N  A N D  M A K E  S O U N D  

D E C I S I O N S  O N  E N E R G Y .  A G A I N ,  W E ' L L  B E  H A P P f  T O  W O R K  O N  A  P R O P O S A L  

T H A T  C O U L D  B E  I N C O R P O R A T E D  I N T O  T H E  E N E R G Y  P R O G R A M  F O R  A L A S K A .

I N c o n c l u s i u n ,  T H E N ,  W E  C O M M E N D  T H E  R E S O U R C E S  C O M M I T T E E  F O R  

I T S  E F F O R T S  T O  I M P R O V E  T H E  E N E R G Y  P R O G R A M  F O R  A L A S K A .  H O W E V E R ,
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THE PROPOSED IMPROVEMENTS S T I L L  N E I TH ER  IMPROVE THE I N E Q U I T Y  IN 

THE  D I S T R I B U T I O N  OF  STATE WEALTH NOR ADEQUATELY MEET THE  ENERGY 

NEEDS  OF RURAL AREAS .  BY I N C LUD IN G  COMMITMENTS TO V I L LAGE-W ID E  

WEATHER I ZAT ION  AND LOCA- ENERGY PLANNING IN  THE  PROPOSED IMPROVE­

MENTS t o  t h e  E n e r g y  Pr o g r a m ,  t h e  l e g i s l a t u r e  w o u l d  h e l p  e n s u r e  an

EQU I TABL E  D I S T R I B U T I O N  OF S . A T E  WEALTH TO MEET THE ENERGY NEEDS OF

a l l  A l a s k a n s .

At t a c h m e n t s : S u m m a r y  o f  R e c o n n a i s s a n c e  St u d y  R e c o m m e n d a t i o n s

ON WEATHER I ZAT ION

S u m m a r y  o f  C o m m e n t s  on  HB75S



T
I *

A s  F o u n d  i n  A l a s k a  P o w e r  A u t h o r i t y  V i l l a g e  
E n e r g y  R e c o n n a i s s a n c e  S t u d i e s

T H E  N E E D  F O R  W E A T H E R I Z A T I O N  I N  R U R A L  A L A S K A

N O R T E C :  G r a y l i n g ,  S c a m m o n  Bay, G o o d n e w s  Bay, T o g i a k

" T h e  a c t u a l  o i l  c o n s u m p t i o n  i n  t h i s  a r e a  ( ’T h e  W e s t e r n  A l a s k a n  
r e g i o n  w h e r e  d e g r e e  d a y s  v a r y  f r o m  1 2 , 0 0 0  to 1 4 , 0 0 0  da y s  p e r  
y e a r ' . )  is a p p r o x i m a t e l y  4 0 - 5 0 %  g r e a t e r  t h a n  r e q u i r e d  f o r  a w e l l -  
i n s u l a t e d  h o m e . . . E n e r g y  c o n s e r v a t i o n  o f f e r s  t h e  b e s t  o p p o r t u n i t y  
i n  t h e  v i l l a g e s  f o r  r e d u c t i o n  of  o i l  c o n s u m p t i o n  a n d  e n e r g y  c o s t s . . .  
T h e s e  ( e n e r g y  c o n s e r v a t i o n )  t e c h n o l o g i e s  h a v e  t h e  h i g h e s t  r e l i a b i l i t y ,  
t h e  g r e a t e s t  a v a i l a b i l i t y ,  a n d  a r e  m o s t  a p p r o p r i a t e  for t h e  a r e a  i n­
v o l v e d . "

R o y  B a r k w e l l : S a v o o n g a

" . . . C o n s e r v a t i o n  o f  r e s i d e n t i a l  h e a t i n g  f u e l  h a s  d e f i n i t e  m e r i t . . .
T h e  a u t h o r ’s j u d g m e n t  f r o m  p a s t  e x p e r i e n c e  and t h e  si t e  v i s i t  is 
t h a t  a p p r o x i m a t e l y  30% of t h i s  h e a t  c o u l d  be  c o n s e r v e d  t h r o u g h  
u p g r a d i n g  o f  b u i l d i n g  e n v e l o p e  b y  w e a t h e r s t r i p p i n g , a d d e d  i n s u l a t i o n ,  
e t c . . . . T h e  p r i m a r y  a d v a n t a g e  of  th i s  t e c h n o l o g y  is i n h e r e n t  in its 
l o w  c a p i t a l  c o s t  r e q u i r e m e n t s  a n d  l a c k  o f  compli x m a i n t e n a n c e  a n d  
o p e r a t i o n s  p r o c e d u r e s . "

M a r k s  E n g i n e e r i n g : T a n a n a

C o n c l u s i o n s :  " H e a t i n g  r e q u i r e m e n t s  ... c a n  b e  g r e a t l y  r e d u c e d  if
t h e  s t r u c t u r e s  a r e  u p g r a d e d  w i t h  e n e r g y  s a v i n g  i m p r o v e m e n t s . "

R e c o m m e n d a t i o n s :  " C o m m u n i t y  r e s i d e n t s  s h o u l d  b e  e n c o u r a g e d  to
w e a t h e r i z e . ..."

C H g M  H i l l :  A h k i o k ,  K i n g  C o v e ,  L a r s e n  Bay, Old H a r b o r .  O u z i n k i e ,
S a n d  P o i n t

R e c o m m e n d a t i o n s  f o r  all v i l l a g e s :  F e a s i l i b i t y  s t u d i e s  of  h e a t  e n e r g y
c o n s e r v a t i o n  ( i.e. w e a t h e r i z a t i o n ) .

( T his r e c o m m e n d a t i o n  for a f e a s i b i l i t y  s t u d y  of w e a t h e r i z a t i o n  
r e f l e c t s  the c u m b e r s o m e  w a y  the r e c o n n a i s s a n c e  p r o c e s s  w o r k s  in 
R u r a l  A l a s k a  w h e n  c o n s u l t a n t s  a p p l y  it l i t e r a l l y  w i t h o u t  t a k i n g

rr\ : :______: — ----- J r . T  . ________________r>~---- i —  rri i • :W * LIUU J.U  L / U o n u  U L l W W i- U  Vi v  iiv . i .u i .  * * I w*» ■ > -  C  w w • m  J. X XV/ I. u
r e c o n n a i s s a n c e  o f  S a v o o n g a .
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i n t o  a c c o u n t  t h e  s p e c i a l  c i r c u m s t a n c e s  in  r u r a l  areas. A t  l e a s t  
o n e  o t h e r  c o n s u l t a n t ,  N O R T E C ,  h a s  s a i d  n o  f e a s i b i l i t y  s t u d y  is 
n e c e s s a r y  f o r  w e a t h e r i z a t i o n ,  s i n c e  w e  a l r e a d y  k n o w  t h a t  it w o r k s  
a n d  is g r e a t l y  n e e d e d . )  ,

R e t h e r f o r d  A s s o c i a t e s :  B u c k l a n d ,  K o y o k u k ,  R u s s i a n  M i s s i o n ,  S h e l d o n
P o i n t ,  C h u a t h b a l u k ,  C r o o k e d  Cr e e k ,  N i k o l a i ,  
R e d  De v i l ,  S l e e t m u t e ,  S t o n y  R i v e r ,  T a k o t n a ,  
T e l i d a ,  H u g h e s

" I t  c a n n o t  b e  o v e r e m p h a s i z e d  that if v i l l a g e s  w i s h  to s t a b i l i z e  
a n d  h o p e f u l l y  r e d u c e  t h e  l o c a l  c o s t  cf e n e rgy, i m m e d i a t e  s h o r e - t e r m  
c o n s e r v a t i o n  m e a s u r e s  m u s t  b e  i m p l e m e n t e d .  T h e s e  c o n s e r v a t i o n  
m e a s u r e s  . . . c a n  r e d u c e  c u r r e n t  n o n - t r a n s p o r t a t i o n  f u e l  u s e  on 
t h e  o r d e r  o f  1 5  p e r c e n t  o v e r  the 20 y e a r  p e r i o d  of t h i s  s t u d y . "

(It is i r o n i c  t o  n o t e  t h a t  this s t u d y  s i m p l y  a s s u m e d  th a t  e n e r g y  
c o n s e r v a t i o n  w o u l d  b e  d m e  a n d  d i d  n o t  i n c l u d e  this i m p o r t a n t  e n e r g y  
s t r a t e g y  i n  t h e  l i s t  o f  o p t i o n s  s t u d i e d . )

W i n d  S y s t e m s  E n g i n e e r i n g :  S h u n g n a k ,  K i a n a , A m b l e r

R e c o m m e n d a t i o n s  in a l l  t h r e e  v i l l a g e s :  A n  " i n t e g r a t e d "  a p p r o a c h
t o  c o n s e r v a t i o n  a n d  w e a t h e r i z a t i o n :

" I n c r e a s i n g  e n d  u s e  (energy) e f f i c i e n c y  is as i m p o r t a n t  as i n c r e a s i n g  
(energy) c o n v e r s i o n  e f f i c i e n c y .  T h i s  a p p r o a c h  looks at  e n e r g y  as b o t h  
e l e c t r i c a l  a n d  t h e r m a l  a n d  takes a d v a n t a g e  of r e d u c e d  e l e c t r i c  c o n­
s u m p t i o n  a s s o c i a t e d  w i t h  a -w e l l - i n s u l a t e d  t h e r m a l l y  t i g h t  b u i l d i n g .  
C o m m u n i t y  f a c i l i t i e s  w h i c h  a r e  c o n s o l i d a t e d  a n d  b u i l t  w i t h  e n e r g y  
e f f i c i e n t  a p p l i a n c e s ,  l o a d  m a n a g e m e n : ,  and a w e l l  i n s u l a t e d  s h e l l  
m a k e  e x c e l l e n t  s e n s e  f r o m  an i n t e g r a t e d  e n e r g y  s t a n d p o i n t . "

Fryer: P r e s s l e y :  E l l i o t t :  Elim, S a v o o n g a ,  K a l t a g ,  W h i t e  M o u n t a i n

R e c o m m e n d a t i o n s  f o r  all f o u r  v i l l a g e s :  To b r i n g  in a n  a u d i t o r /
e n e r g y  s p e c i a l i s t  to h e l p  the v i l l a g e s  p a r t i c i p a t e  in e x i s t i n g  
f e d e r a l  a n d  s t a t e  w e a t h e r i z a t i o n  p r o g r a m s .  (The c o n s u l t a n t s  d i d  
n o t  c h e c k  w h e t h e r  t h o s e  p r o g r a m s  h a v e  e n o u g h  m o n e y  to m e e t  w e a t h e r -  
r z a t i o n  n e e d s  of r u r a l  h o u s e h o l d s .)
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STATE OF ALASKA —  OPERATING BUDGET SUMMARY 10:20

X X X X X DEPARTMENT OF COMMERCE 4 ECONOMIC DEVELOPMENT X X X X X

2/22/82

RT
M
E BUDGET COMPONENT FY81 ACT FY82 ATH CONT. GOVERNOR HOUSE

HOUSE - GOVERNOR
COMPARISON

NATURAL RESOURCE MANAGEMENT 
OIL 4 GAS CONSERVATION 1632.5 - 2220.7 2A83.7 261A.2 2532.6 -81.6 -3. OX

PUBLIC PROTECTION
WEIGHTS 4 MEASURES 
BANKING SECURITIES 4 CORP 

CORPORATIONS

823.0

209.3

887.A 

255.1

952.8 

281 .6

987.3

36 9. A

953.8

283.6

-33.5

-85.8

-3.3%

-23 IV • t

FINANCIAL INSTITUTIONS 
XXX PROGRhM TOTAL XXX 

INSURANCE DIVISION 
OCCUPATIONAL LICFNSTNG

879.7
1089.0
812.2

100A.A
1259.5
892.3

.1088.7
1370.3
911.2

10S8.7
1A58.1
976.8

1077.6 
1361.2 
907 .6

-11.1
-96.9
-69.2

-1.0%
-6.5%
-7.0%

ADMINISTRATION 
LICENSING BOARDS 
INVESTIGATIONS

631. A 
212.6 
381.1
1 99 . S

735.2
169.5
501.6 
3(13 7

791.9 
186.5 
522.2 
31 9 _ A

795.9 
186.5 
525.2 
329 A

765.9
186.5
507.3
329 A

-30.0

-17.9

-3.7%

-3.3%

XXX PROGRAM TOTAL x x x  
ADMINISTRATION 4 SUPPORT 
REGULATORY COMMISSIONS

ALASKA TRANSPORTATION COMM.

1A2A.6 
8A1.1

1A62.2

1710.0
508.2

1 ARfl. n

1820.0 
960 .3

1 AH5. A

1837.0
96A.A

1 A A A . 2

1789.1 
937. A

l Ann 9

-A7.9
-27.0

- A 3  , 3

-2.5%
-2.7%

7%
AK. PUBLIC UTILITIES COMM. 
ALASKA PIPELINE COMMISSION 

XXX PROGRAM TOTAL XXX 
CIP POSITIONS 4 ASSOC COSTS

1831.7 
5A1.5 

3835.A

2022.1 
93A.6 

A A 36 .7

3159.A 

A765.3

3165.9

A830.1

308A.9

A685.8

-81.0

-1AA.3

-2.5% 

v -3.0%

PROJECT DIRECT CHG POSITIONS 
CIP OVERHEAD POSITIONS 4 COSTS 

XXX PROGRAM TOTAL XXX

XXX CATEGORY TOTAL x x x 8825.3 969A.1 10779.9 11053.7 1063A.9 -A 18.8 -3.7%

DEVELOPMENT
ECONOMIC ENTERPRISE

ADMINISTRATION 
COMMERCIAL FISHERIES DEV. 
MINERALS DEVELOPMENT 
SPECIAL DEVELOPMENT PROJECTS

23A6.2 
219.1 
22A.8 
337.7

276.3 
272.7 
318.1 
3 7 A . 7

296 .A 
6A8.8 
353.3 
A (17 . 6

298.A 
6A8.8 
353.3 
A (17.6

387.8 '

-298.A 
-6A8.8 

3A.5 
-An? , 6

-100.0% 
-100.0% 

9.7% 
.-100.0%- .

HYDROCARBON DEVELOPMENT 
ASIAN OFFICE 
EUROPEAN OFFICE 
DESIGNATED GRANTS

2.0
228.2
155.0

A77.3 
150.0 

i A i s . n

52A.7 57 A. 7 -57A.7 -100.0%

XXX PROGRAM TOTAL XXX  
BUSINESS LOANS & VEI AFFAIRS 

LOAN FUND ADMINISTRATION 
VETERANS LOAN FUND

3513.0

1961.5
835.7

328A.1

1671.0
7 53. 1

2230.8 

2 A25.7

2282.8

25A1.2

387.8

2A22.6

-1895.0

-118.6

-83.0% 

-A.6%

VETERANS SERVICES 
FISH ENHANCEMENT TAX RECEIPTS 

XXX PROGRAM TOTAL XXX

128.0

2925.2

1A 0 .2 
1306.A 
3870.7

1A 2.1 
1306.A 
387A. 2

1A 2.1 
2AA0.3 

* 5123.6

1A 2.1 
2010.7 
A 575.A

-A29.6
-5A8.2

-17.5%
-10.6%

PAGE 19
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STATE OF ALASKA -- OPERATING BUDGET SUMMARY 10520 2/22/82

X X X X X DEPARTMENT OF COMMERCE & ECONOMIC DEVELOPMENT X X X X X

DRM
|GE BUDGET COMPONENT FY81 ACT FY82 ATH cr N T . GOVERNOR HOIISF

HOUSE - GOVERNOR
OOMPART_5flN 7_6 ___

O 
CM

TOURISM
ENERGY & POWER DEVELOPMENT 

ENERGY ADMINISTRATION 
ENERGY GRANTS & ASSISTANCE

3243.9

335.7 
4357.2

11254.1

341.8
21347.1

5o05.2.

850.9 
5 9 0 1 . 8

7605.2

858.9
5 9 0 1 . 8

6737.3 -867.9

-858.9
- 5 9 0 1  8

-11.3% 

-100.OX
- 1 0 0 ,  I ) ’/.

h
u
u
0

ENERGY PLANNING 
WATMERIZATION 
FIELD OFFICES 
ENERGY ENGINEERING

189.6
1570.3
746.0

253.8
2186.9
1156.4

• 381.3

780.9
7 5 2 . 8

481.3

780.9
9 3 0 . 9

-481.3

-780.9.
- 9 3 0  9

-100.0X

-100.0X 
-1 no OX’

r4
8 - 
2

xxx PROGRAM TOTAL xxx 
ALASKA POWER AUTHORITY 
ROYALTY OIL AND GAS BOARD 
AK TNDUSTRTAI DFVFI OPMFNT AllTH

7198.8
2754.9 
126.9

25286.0
10907.1 
'268.8 

1 5 7 2 . 2

8667.7 
10333.1 

290 .5 
1 6 8 9 , 8

8953.8 
11428.1 

290.5 
1 7 2 0  8

11281.5
190.5

1 7 0 0  7

-8953.8 
-146.6 
-100.0 
— 70 i

-100.OX 
-1.2X 

-34.3X 
-1 1X

16

P

AGRICULTURAL ACTION COUNCIL 
AK SEAFOOD MARKETING INSTITUTE

XXX CATEGORY TOTAL XXX

150.2 

1 9 9 1 7  . 9

885.7
2000.0

5 9 3 2 8  7

417.3
2754.2

417.3
2754.2

385.7
1854.2

-31.6
-900.0

-13463 2

-7.5X 
-32.6X

- 3 3 IX

xxxxxxxx TOTAL EXPENDITURES 30375.7 71243.5 49126.4 54244.2 40280.6 -13963.6 -25.6X

Ixxxxxxxx FUNDING
FED. RECEIPT 
GENERAL FUND 
OTHER FUNDS

2039.3
27108.4
1228.0

3003.9 
65550 .6 
2689.0

54 2 
44869! 3 
4202.9

54.2 
48571.3 
5618.7 '

54.2
35249.8
4976.6

-13321.5
-642.1

-27.3X 
-11.3X

«
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ALASKA STA TE  LEG IS LA TU R E  
H OU SE  O F  R EPR ESEN TA TIV ES  

RESEARCH  A G EN CY

February 22, 1982

M EMO RANDUM

TO: Representative Eric Sutcliffe

Attn: Pat Lawler

FROM: Jack K re inheder

Research Staff

RE: Lifel.ne Utility Rates

Research Request 82-49

In response to y o u r  request, we have obtained a copy of the California 

statute establishing lifeline utility rates and have interviewed r e p­

resentatives of the California Public U t i M t i e s  Co mm ission (CPIJC) and 

a ma j or  California electric utility regarding the implementation and 

results of the lifeline rate legislation. This m em orandum summarizes 

this information and also discusses lifeline and inverted block rate 

pricing structures in other states. In addition, some observations on 

possible problems in HB 758 relating to the establishment of lifeline 

rates in Alaska have been made, where appropriate.

California enacted the Miller-Warren Energy Lifeline Act (§739, Public 

Utilities Code) in 1975, The statute, which is attached, required the 

CPUC to designate a lifeline quantity of gas and electricity which is 

necessary *• supply the min im um  needs of the 'verage residential user. 

The statute specified that separate quantities were to be established 

for several types of "end uses": lighting, cooking, food refri geration, 

space he ati ng  and cooling, and water heating.

The CPUC was also required to take into account the effect of climate 

and seasonal changes on energy needs. The lifeline legislation d i­

rected the CPUC to require that all electric and gas utilities under 

its jurisdiction file a schedule of rates and charges providing life­

line rates. The lifeline rates were not to be greater than the rates 

in effect on January 1, 1976, and no increase in lifeline rates was 

allowed to be granted until the average system rate increased by 25 

percent or  more over the January 1, 1976 level.

The lifeline program established by the CPUC is described in detail...!n 

the a tt ached CPUC publication. B a s i c a l l y A/the program provides a basic 

alTowance of 2 4 0 . ki 1 owat.tr,hours..(KWH). p e r * m o n t h’- f o r - e a c h r r e s i d e n ^ ' f o r  

the^puposes' -of l ig h ti n g, ; cooking, a n d  food"'refrige'*at’ion "(a" comparable
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allowance of 26 therms per m o nt h is made for gas consumers). Homes 

with electric water heating qualify for an additional 250 KWH/nonth. 

Residences with electric space heat receive an additional lifeline 

allowance ranging from 550 KWH to 1420 KWH per month, depending on the 

climate zone in which the home.' is located. Except for some coastal 

areas, the home heating allowances are available only from November 

through April.

Based on this schedule, an all-electric home in the colder mountain 

areas of California can receive a lifeline allowance of up to 1910 

KWH/month. The lifeline act was amended in 1978 to require the CPUC 

to  provide additional allowances for persons with special medical 

conditions requiring life support equipment or having increased heating 

and cooling needs.

I spoke wi th  W a lt e r McGee, a Consumer Affairs Consultant with the CPUC, 

regarding the implementation of the California lifeline program. A c­

cording to Mr. Mcgee, the three most  common complaints received by the 

Cnmmission regarding lifeline rates are the following:

(1) The lifeline program is unfair because it is based on average

house size, average number of occupants per dwel'ing, etc.,

and doesr-’t provide sufficient allowances for large families,

large houses, and so on.

(2) The program is too complicate and difficult tc- understand

for the consumer. Too many c nges have been mad'' in the 

program.

(3) Business and industrial interests have complained that they 

are subsidizing lifeline rates for residential consumers by

paying higher power rates.

The first two problems are in direct conflict with each other, b e c a m e  

a lifeline program which takes account of house and family size a.id 

other factors is inherently complex. On the other hand, a simple system 

such as that proposed in HB 758 does not make adjustments for the types 

of electric uses and other variables and therefore does not provide the 

same level of savings to different groups of consumers. There is no

single solution for these problems, just a trade-off between the goals

of a simple, understandable system and a versatile system which re­

flects the variations in electric power use among consumers. The 

lifeline program enacted by the California legislature emphasized v e r­

satility over simplicity, while HB 758 does the opposite.

In regard to the third major complaint, that of subsidization of res i­

de itial consumers by business and industrial power users, he CPUC
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maintains that the subsidized cost of lifeline rates is offset by the 

higher rates for residential consumers using larger amounts of power,, 

rather than business and industrial users. CPUC studies have indicated 

that the average cost of power to all three consu me r groups is nearly

the same -- about 8 cents per KWH.

I also contacted Stan Little, a Rate Analyst wi th  the Pacific Gas and 

Electric Co. (PG&E), which serves much of northern California, for the 

utility's perspective on the lifeline program. PG&E's biggest single 

problem with the California lifeline rate program is that it requires 

the utility to determine customer end-uses of gas or electricity, such 

as water heating, space heating, etc., creating the problem of i n c o r­

rect billings if the utility is not made aware of those uses. PG&E 

has relied on its customers to apply for the lifeline allowances for 

specific gas and electricity uses. Despite an extensive advertising 

program, there have been numerous cases of customers not applying for

lifeline allowances for months o r  years after utility service is es t ab­

lished. PG&E must then adjust prior bills for these errors,

A second problem is the potential for customer abuse of the lifeline

program, i.e. customers c la iming they have electric heat when some

other heat source is used. According to Mr. Little, such abuse has 

been a small but significant proolem for PG&E.

The complexity of rate schedules has been another burden for the

utilities under the lifeline rate system. Before the lifeline rates 

were implemented, PG&E had three esidential p ow e r rates, depending on 

the quantity used. There are now over 100 rate schedules, based on 6 

climate zones and the various combinations of water heating, space 

heating, and other electric power uses. Rate adjustments are much more 

time-consuming as a result of this proliferation of rate schedules.

PG&E's basic residential rate schedule is currently 6.9 cents/KWH for 

the lifeline quantity, 9.3 cents for the next 300 KWH or 2/3 of the 

lifeline amount, whichever is higher, and 12.6 cents for all additional 

consumpt ion.

Finally, there appears to be some doubt that the lifeline system is 

effective in meeting its primary goal of lowering power and gas rates 

for low-income consumers. According to Mr. Little, a study prepared 

for PG&E indicated that it was possible that low-income consumers 

actually used more power and gas than hiyher-income consumers, and may 

therefore pay higher average power rates. Among the reasons for this 

tentative conclusion were that low-income persons tend to live in 

poorly insulated homes with older, less efficient appliances, spend 

more time at home, cook more frequently at home, and so on.
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Other State's Laws

According to information provided, by the National .-.Conference of State , 

Legi si a t u r e s , ̂

■JS«

**r;t "
•structures' 

'commis­

sions in - these " s t a t e s /  Both Maine and Washington have lifeline p r o­

grams which are targeted to low-income senior citizens, rather than 

all residential', c o n s u m e r s . . C o p i e s  . of these statutes- are-attached.- 

In addi tion,....the NCSL ^ i n f o r m a t i o n , . in dicates^that . publtc~ut51iti.es 

commissions in 32_.states, have adopted policies discouraging the use of 

declining block ra Ll ., * .. .f

Lifeline Rates in KB 758

I discussed the proposed lifeline rate program in HB 758 C§8(h)-(j)] 

with both Mr. McGee and Mr. Little. Both gentlemen commented that the 

flat 250 KWH lifeline provision in HB 758 w o ul d be administratively 

much easier to implement than the California program, but that the 

cost savings would be marginal for consumers with electric wa te r heat, 

space heat, etc. Mr. McGee stated that a consumer with an all- or 

p rimarily-electric home might actually pay more under this lifeline 

proposal, because the savings on the fi^-.t 250 KWH would be offset by 

the higher costs of the remaining 1000 to 2000 KWH which wo u ld  probably 

be consumed. Thus, it appears that main ly consumers using electricity 

for only lighting and cooking would benefit from this lifeline proposal, 

although the specific impact would depend on the actual rates applied.

Although a larger lifeline allowance, say 500 or 1000 KWH could provide 

a broader distribution of savings to consumers., a potential problem 

cited by Mr. McGee is that consumers using electricity only for light­

ing and cooking (sc.y. 250 KWH per month) wo ul d have a reduced incentive 

for conservation, because of the low rates for the first 5^0 or 1000 

KWH. Conservation is stated as a primary objective in t lifeline 

system proposed in HB 758. On the other hand, the only alternative 

to a fixed lifeline allowance appears to be an end-use based program 

like California's, with the problems described earlier.

1 have two additional comments on the HB 758 lifeline proposal, regar d­

ing potential conflicts with the requlatory authority of the M a s k a  

Public Utilities Commission (APUC). In lines 23-25 on page 7 of the 

bill, it states that "for residential consumers the utility shall 

specify successively higher ranges of power usage to which successively 

higher rates within its rate structure apply." It appears that for
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utilities regulated by the APUC, this language could conflict with the 

APUC's statutory authority over utility rates. A possible solution 

could simply be to say that the utility, or the APUC for those utili­

ties regulated by the APUC, shall specify successively higher ranges... 

etc.

The second possible conflict is in lines 6-P on page 9 of HB 758. 

These lines allow the Alaska Power Authority to authorize a higher 

retail p ow e r rate in certain conditions for utilities to which it 

sells wholesale power. This granting of authority over retail power 

rates to the Po we r Authority may create a conflict with the APUC's 

authority over utility rates. Again, a simple rewording which grants 

authority to the proper agency, depending on jurisdiction, may be suf­

ficient to avoid this conflict.

* * *  * * * * * * *

I hope this information is useful. Please don't hesitate to contact me 

if you have any questions or would like additional information.
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° - S e c t i o n—1  w o u l d  m o d i f y  t h e  p r e s e n t  p r o c e d u r e s  f o r  r e v i e w i n g  

a n d  a p p r o v i n g  r e c o n n a i s a n c e  s t u d i e s ,  f e a s i b i l i t y  s t u d i e s  a n d  
p r o j e c t s .  W e  r e c o m m e n d  t h a t  s m a l l e r  p r o j e c t s ,  t h o s e  g e n e r a t i n g
1 . 5  m e g a w a t t s  o r  l e s s ,  b e  s u b j e c t e d  t o  a s i m p l i f i e d  f e a s i b i l i t y  
s t u d y  a n d  r e v i e w  p r o c e s s ,  a n d  n o t  b e  i n d i v i d u a l l y  a u t h o r i z e d  b y  t h e  
L e g i s l a t u r e .  I n  t h i s  w a y ,  s o m e  o f  t h e  s t e p s  i n  d e s i g n  a n d  c o n s t r u c­
t i o n  o f  t h e s e  p r o j e c t s  c a n  b e  c o m b i n e d ,  t h u s  s a v i n g  s u b s t a n t i a l  
t i m e .  T h i s  s e c t i o n  w o u l d  a l s o  b r i n g  t h e  r e v i e w  p r o c e s s  f o r  a l l  
p r o j e c t s  i n t o  c o n f o r m a n c e  w i t h  o t h e r  p r o p o s e d  c h a n g e s  i n  t h e  law. 
P r o j e c t s  l a r g e r  t h a n  1 . 5  m e g a w a t t s  w o u l d  r e m a i n  s u b j e c t  t o  t h e  
c o m p l e t e  r e v i e w  a’ : f e a s i b i l i t y  s t u d y  p r o c e s s ,  i n c l u d i n g  i n d i v i d u a l  
l e g i s l a t i v e  a u t h o r r t i o n .

' e c m o h .j 10
d=xcm= 2  w o u l d  r e p e a l  a s e c t i o n  w h i c h  p u r p o r t s  to e x e m p t  

r e v e n u e s  f r o m  t h e  s a l e  o f  p o w e r  f r o m  t h e  a p p r o p r i a t i o n  p r o c e s s ,  
a n d  a l l o w  t h e m  t o  b e  d e p o s i t e d  d i r e c t l y  i n t o  t h e  P o w e r  D e v e l o p m e n t  
F u n d .  T h e  A t t o r n e y  G e n e r a l  h a s  i n f o r m e d  u s  t h a t  r e v e n u e s  f r o m  t h e  
s a l e  o f  p o w e r  m u s t  b e  a p p r o p r i a t e d  b y  t h e  L e g i s l a t u r e  b e f o r e  t h e  
A l a s k a  P o w e r  A u t h o r i t y  (APA) m a y  e x p e n d  t hem.

; 11 • 
rion— 3- w o u l d  a d d  t h e  p r o v i s i o n  t h a t  t h e  P o w e r  D e v e l o p m e n t

F u n d  m a v  n o t  b e  u s e d  f o r  c o n s t r u c t i o n  o f  a p o w e r  p r o j e c t  u n t i l  t h e
p r o j e c t  h a s  b e e n  a p p r o v e d  a n d  a l o c a l  s p e c i a l  e l e c t i o n  h a s  b e e n
h e l d .

1 ^
° S e c t i o n ^ "  w o u l d  p r o v i d e  t h e  f o r m  a n d  s p e c i f i c a t i o n s  f o r  t h e  

l o c a l  s p e c i a l  e l e c t i o n s  r e q u i r e d  b y  S e c t i o n  3 of t h e  b i l l .  T h e  
e l e c t i o n  w o u l d  b e  c o n d u c t e d  b y  t h e  S t a t e  a m o n g  t h o s e  q u a l i f i e d  
v o t e r s  r e s i d i n g  i n  t h e  a r e a  w h i c h  t h e  p o w e r  p r o j e c t  w o u l d  se r v e .
T h i s  s e c t i o n  w o u l d  a l s o  r e q u i r e  t h a t  t h e  v o t e r s  b e  p r o v i d e d  w i t h  * 
c e r t a i n  s p e c i f i c  i n f o r m a t i o n  a b o u t  t h e  p r o j e c t  b e f o r e  t h e  e l e c t i o n  
is c o n d u c t e d .  T h e  e l e c t i o n  p r o c e s s  w o u l d  b e  a p p l i c a b l e  to a l l  
p r o j e c t s  u p o n  w h i c h  c o n s t r u c t i o n  i t s e l f  h a s  n o t  b e g u n  b y  t h e  d a t e  
o f  p a s s a g e  o f  t h i s  b i l l .

A f t e r  t h e  e l e c t i o n ,  in  t h e  e v e n t  t h a t  a s u b s t a n t i a l  c n a n g e  i n  - 
t h e  p r o j e c t  o c c u r s  t h a t  w o u l d  r e q u i r e  a d d i t i o n a l  funcfe>, a n e w  
e l e c t i o n  w o u l d  b e  r e q u i r e d .  T h e  D i v i s i o n  of  B u d g e t  a n d  M a n a g e m e n t  
w o u l d  d e t e r m i n e  w h e t h e r  t h e  p r o p o s e d  c h a n g e s  a r e  s u b s t a n t i a l .

0 S e c t i o n - ^ .  T h i s  s e c t i o n  w o u l d  r e v i s e  t h e  f e a s i b i l i t y  
r e q u i r e m e n t  t o  s i m p l y  c o n f o r m  to  t h e  s t a n d a r d s  o f  A S  4 4 . 8 3 . 1 8 1  in 
e x i s t i n g  law. F e a s i b i l i t y  m u s t  b e  d e t e r m i n e d  b y  t h e  A l a s k a  P o w e r  
A u t h o r i t y  w i t h i n  o n e  y e a r  b e f o r e  e x p e n d i n g  f u n d s  o n  t h e  p r o j e c t ;  

t h i s  f e a s i b i l i t y  d e t e r m i n a t i o n  m u s t  be  c o n c u r r e d  i n  b y  t h e  D i v i s i o n  
o f  B u d g e t  a n d  M a n a g e m e n t .  T h e  A P A  m a y  r e l y  u p o n  a f e a s i b i l i t y  
s t u d y  t h a t  is n o t  m o r e  t h a n  o n e  y e a r  o l d  in  m a k i n g  t h i s  d e t e r m i n a -  

, yj.i. m a y ■ . " l " e e  a icaSiOi.j.j.ujr o u u d j  w h a c k  xc m o r e  t h a n  o n e  y e a r
O l d  • -



T h i s  s e c t i o n  r e m o v e s  t h e  r e q u i r e m e n t  t h a t  t h e  p r o j e c t  is 
d e e m e d  f e a s i b l e  o n l y  i f  i t  c a n  b e  - d e m o n s t r a t e d  t h a t  r e v e n u e s  f r o m  
t h e  p r o j e c t  c o u l d  b e  s u f f i c i e n t  t o  r e t u r n ,  a n n u a l l y ,  5% of  t h e  
S t a t e ’s i n v e s t m e n t  i n  t h e  p r o j e c t .  A s  t h e s e  f u n d s  a r e  n o t  r e t u r n e d  
t o  t h e  S t a t e  u n d e r  e x i s t i n g  law, a n d  t h e  a m o u n t  to b e  r e t u r n e d  
u n d e r  t h i s  b i l l  i s  v a s t l y  d i f f e r e n t ,  t h i s  r e q u i r e m e n t  s h o u l d  b e  
r e m o v e d  ^

j y
0 S e c t i o n . # .  T h i s  s e c t i o n  w o u l d  r e p e a l  t h e  e x i s t i n g  p r o v i s i o n s  

f o r  d e t e r m i n i n g  w h o l e s a l e  p o w e r  r a t e s ,  i n c l u d i n g  e l i m i n a t i n g  t h e  
" p o s t a g e  s t a m p  r a t e s "  a n d  t h e  " S u s i t n a  b l a c k m a i l  c l a u s e "  a n d  
r e p l a c e  i t  w i t h  a  w h o l e s a l e  r a t e  s t r u c t u r e  f o r  e a c h  p r o j e c t  t h a t  
p r o v i d e s  r e v e n u e s  t o  p a y :

(a) r e c u r r i n g  c o s t s  0 1 t h e  p r o j e c t ,  i n c l u d i n g  
o p e r a t i o n ,  m a i n t e n a n c e ,  ec;uipment r e p l a c e m e n t ,  d e b t  
s e r v i c e ,  l o a n  r e p a y m e n t s ,  s a f e t y  i n s p e c t i o n s  a n d  
i n v e s t i g a t i o n s  b y  t h e  APA;

(b) r e p a y m e n t  o f  t h e  S t a t e ' s  G e n e r a l  F u n d  
i n v e s t m e n t  i n  t h e  p r o j e c t  o n  a "no r e a l  i n t e r e s t "  

b a s i s  a t  t h e  r a t e  of  3% r e t u r n  p e r  y e a r  in d o l l a r s  
i n f l a t e d  b a c k  t o  t h e  f i r s t  y e a r  of p r o j e c t  o p e r a t i o n .
O n c e  t h e  r e p a y m e n t  is c o m p l e t e ,  t h e  o n l y  p o r t i o n  u s e d  
t o  c a l c u l a t e  r a t e s  is t h e  r e c u r r i n g  c o s t s .

0 S e c t i o n  I7  p r o v i d e s  t h e  m e a n s  to e s t a b l i s h  t h e  r e p a y m e n t  
i n f l a t i o n  r a t e  u s e d  i n  S e c t i o n  6 . E s s e n t i a l l y ,  t h e  A P A  e s t a b l i s h e s  
t h e  f i r s t  r a t e  u s e d  i n  r e p a y m e n t  b y  a v e r a g i n g  t h e  F e d e r a l  C o n s u m e r  
P r i c e  I n d e x  f o r  t h e  p r e v i o u s  33 y e a r s  (the s a m e  p e r i o d  as the 
p r o j e c t  r e p a y m e n t  s c h e d u l e ) . T h i s  f i g u r e  is u s e d  to a p p r o x i m a t e  
b r i n g i n g  e a c h  y e a r ' s  p o r t i o n  o f  t h e  c a p i t a l  i n v e s t m e n t  to n o m i n a l  
d o l l a r s .  T h e  i n f l a t i o n  r a t e  is u p d a t e d  e a c h  t e n  y e a r s  of the 
p r o j e c t ' s  l i fe.

0 S e c t i o n  ]8 w o u l d  r e e s t a b l i s h  a n  e m e r g e n c y  m a i n t e n a n c e  fund. 
T h i s  f u n d  w o u l d  b e  a v a i l a b l e  to d e f r a y  u n a n t i c i p a t e d  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 s .  T h e s e  c o s t s  m i g h t  o c c u r  a s  a r e s u l t  of a 

c a t a s t r o p h i c  e q u i p m e n t  f a i l u r e  o r  o t h e r  u n b u d g e t e d  c o s t .  T h e  f u n d  
w o u l d  i n i t i a l l y  p r o v i d e  l o a n s  to t h e  p r o j e c t s  a t  9 % i n t e r e s t .  
H o w e v e r ,  t h e  A P A  is r e q u i r e d  to s e e k  l e g i s l a t i v e  a p p r o p r i a t i o n s  to 
replace! t h e  a m o u n t s  e x p e n d e d  f r o m  t h e  f u n d ,  a n d  t o  c o n v e r t  the 
l o a n s  t o  c a p i t a l  i n v e s t m e n t s  o f  t h e  S t a t e  w h i c h  w o u l d  be  r e p a i d  
u n d e r  S e c t i o n  6 o f  t h i s  b ill.

e S e c t i o n - ^ .  T h i s  s e c t i o n  w o u l d  e x e m p t  p r o j e c t s  u n d e r  c o n ­
s t r u c t i o n  o r  t h e  e f f e c t i v e  d a t e  o f  t h e  A c t  f r o m  t h e  r e q u i r e m e n t s  
f o r  l o c a l  s p e c i a l  e l e c t i o n s  u n d e r  S e c t i o n s  3 a n d  4.



0 S e c t i o n ^ I u /  w o u l d  r e p e a l  e x i s t i n g  A S  4 4 . 8 3 . 3 9 0  a n d  

A S  4 4 . 8 3 . 3 9 8 ( c ) .  A S  4 4 . 8 3 . 3 9 0  w o u l d  p u r p o r t  t o  r e s t r i c t  f u t u r e  
L e g i s l a t u r e s '  a b i l i t y  t o . r e a p p r o p r i a t e  f u n d s  u n e x p e n w w w x ,  a
p a r t i c u l a r  p o w e r  p r o j e c t .  A S  4 4 . 8 3 . 3 9 8 ( c )  p u r p o r t s  t o  a l l o w  t h e  
A P A  t o  r e t a i n  a n d  e x p e n d  c e r t a i n  f u n d s  w i t h o u t  a p p r o p r i a t i o n .  T h e  
A t t o r n e y  G e n e r a l  a d v i s e s  t h a t  t h e s e  p r o v i s i o n s  a r e  n e t  c o n s t i t u­
t i o n a l ,  a n d  s h o u l d  b e  r e p e a l e d .



P E R  C A P I T A  E N E R G Y  U S E  S T A T I S T I C S  

C O R R E C T E D  F O R  H Y D R O  £  3 4 1 3 ' r B T U ^ K W W  

U N I T S  M I L L I O N S  O F  B T U

S T A T E T O T A L G A S O I L G A S & O I L P U  P W R  F A C T . R E S I D E N T I A L
N A M E U S E U S E U S E U S E H C D R R O I L q : l T Q T A L

A L A 4 3 0 . 2 9 6 4 . 4 5 1 7 0 . 9 1 2 3 5 . 3 6 . 9 2 . 0 1 1 1 . 0 8 7 2 . 3 3
A K A 7 7 6 . 0 0 3 6 6 . 7 1 4 1 7 . 6 0 7 8 4 . 3 1 . 9 2 . 1 4 2 0 . 5 8 7 6 . 8 2
A R Z 3 1 0 . 6 5 7 5 . 9 6 1 6 4 . 1 4 2 4 0 . 1 1 . 8 4 . 0 9 6 . 3 4 5 1 . 3 7

' A R K 4 2 2 . 2 2 1 0 2 . 6 3 2 2 2 . 2 5 3 2 4 . 8 9 . 9 1 . 4 8 3 8 . 1 7 8 4 . 0 5
C A L 2 7 3 . 3 2 7 1 . 4 8 1 6 1 . 1 1 2 3 2 . 5 9 . 3 1 . 4 6 1 1 .  7 ; n 4 7 . 5 8

' C O L O 3 4 9 . 1 0 1 0 2 . 1 2 1 6 4 . 7 0 2 6 6 . 8 2 . 9 6 - 0 2 U . 9  i: 7 2 . 4 2
C O N N 2 5 4 . 0 3 2 1  _ 3 7 1 9 6 . 3 6 2 1 7 . 7 3 . 9 9 . 4 6 4 7 - 7 9

a r»4i. t *  r. x
D E L 3 4 6 . 3 7 3 5 . 9 9 2 8 8 l§ 7 3 2 4 . 5 6 i  l o o ^ 7 3 4 6 . 2 4 6 9 . 3 ^
D . C 2 4 2 . 5 7 3 9 . 3 9 1 2 4 . 8 7 1 6 4 . 2 6 1 . 0 0 1 . 0 0 4 3 . 9 6 6 4 . 1 2

- F L A 2 8 0 . 2 7 3 7 . 9 7 2 0 0 . 9 4 2 3 8 . 9 1 1 . 0 0 . 4 9 3 6 . 4 1 6 3 . 2 7
G A 3 2 5 . 4 8 5 5 . 6 3 1 6 6 . 8 2 2 2 2 . 4 5 . 9 5 . 0 8 1 0 . 3 7 6 9 . 3 2
HW 2 8 1 . 8 7 . 0 0 2 7 5 . 7 7 2 7 5 . 7 7 1 . 0 0 1 . 0 0 2 8 . 9 8 2 9 . 0 0  -
I D A 3 7 1 . 1 7 5 1 . 1 6 1 9 0 . 1 9 2 4 1 . 3 5 . 3 3 . 0 0 2 3 . 0 4 5 5 . 1 7
I L L 3 7 4 . 9 0 1 0 6 . 2 1 1 6 4 . 9 9 2 7 1 . 2 0 1 . 0 0 . 1 0 1 8 . 9 0 9 4 . 1 1
I N D 4 8 0 . 4 5 8 3 . 3 8 1 9 0 . 4 5 2 7 3 . 8 2 1 . 0 0 . 0 4 2 7 . 4 1 9 8 . 0 2
IOUIA 3 7 3 . 8 6 8 3 . 6 3 1 8 5 . 6 1 2 6 9 . 2 4 . 9 7 . 0 3 2 6 . 3 4 9 i : 6 5
K A N 4 6 0 . 7 5 2 2 5 . 6 3 1 9 5 . 9 1 4 2 1 . 5 4 1 . 0 0 . 1 0 2 0 . 4 2 9 3 . 0 3
K N T Y 3 4 0 . 3 4 6 1 . 8 5 1 4 8 . 2 4 2 1 0 . 0 8 . 9 6 . 0 0 1 3 . 2 5 6 7 . 5 8
L A 8 3 0 . 9 3 5 7 7 . 8 6 2 4 3 . 9 9 8 2 1 . 3 6 1 . 0 0 . 2 9 1 8 . 4 7 7 2 . 0 8
M A I N 3 0 2 . 7 9 1 . 9 7 2 4 7 . 8 2 2 4 9 . 7 9 . 7 5 . 1 4 5 0 . 7 1 7 2 . 2 1
M A R Y 2 7 5 . 9 8 3 3 . 2 5 1 6 2 . 2 5 1 9 5 . 4 9 . 9 7 . 3 5 2 3 . 3 3 5 8 . 7 2

, M A S S 2 5 4 . 7 6 2 8 . 2 5 2 1 4 . 0 0 2 4 2 . 2 5 1 . 0 0 . 8 3 5 0 . 5 6 6 9 . 6 9
M I C H 3 2 2 . 7 9 8 7 . 3 7 1 4 5 . 4 8 2 3 2 . 3 5 . 9 4 . 1 5 2 0 . 2 4 7 9 . 1 8
M I N N 3 4 6 . 7 5 7 9 . 4 1 1 6 8 . 3 2 2 4 7 . 7 3 . 9 6 . 0 3 £ 8 . 2 7 8 5 . 0 3
M I S S 3 4 6 . 1 6 8 6 . 4 2 2 3 0 . 8 4 3 1 7 . 2 6 1 . 0 0 ,» 6  0 4 0 . 8 0 7 0 . 0 7
M O 3 3 5 . 4 0 7 5 . 1 3 1 6 8 . 4 4 2 4 3 . 5 7 . 9 9 . 0 4 2 1 . 2 2 9 0 . 3 7
M O N T 3 7 6 . 8 7 9 4 .  0 5 2 2 2 . 1 3 3 1 6 . 1 8 . 5 4 . 0 1 2 3 . 3 1 7 5 . 0 9
N E B 3 9 3 . 3 0 1 0 6 . 0 0 1 9 5 . 5 2 3 0 1 . 5 2 . 9 5 . 0 5 2 3 . 5 8 9 1 . 2 7
N E V 4 2 2 . 4 9 9 9 . 8 9 2 4 5 o 1 5 3 4 5 . 0 5 . 9 2 . 1 3 1 4 . 2 8 7 6 . 4 9
N H A M 2 6 3 . 8 0 9 . 5 0 2 0 5 . 9 1 2 1 5 . 4 1 . 8 6 . 4 6 5 5 . 6 6 7 5 . 6 8
N J E R 267., 6 0 3 1 . 7 3 1 8 3 . 3 2 2 1 5 . 0 5 1 . 0 0 . 5 5 3 4 . 8 0 6 5 . 0 2
N M E X 3 9 9 . 4 1 1 8 0 . 0 8 1 9 5 . 3 7 3 7 5 . 4 5 1 . 0 0 . 0 1 1 0 . 4 6 5 3 . 7 6
N Y O R 2 1 6 . 6 5 32.6,.. 1 6 1 . 6 1 1 9 4 . 2 3 . 8 3 . 5 3 34.315 6 0 . 0 7
N C A R 2 9 5 . 0 6 1 4 . 9 4 1 5 3 . 2 6 1 6 8 . 2 0 . 9 4 . 0 2 1 6 . 0 0 6 6 . 8 0
N D A K 3 4 0 . 0 9 6 0 . 8 8 2 1 4 . 1 5 2 7 5 . 0 3 - 7 9 . 0 0 2 5 . 5 5 8 2 . 0 6
O H I O 3 9 8 . 3 1 8 7 . 8 7 1 3 3 . 6 9 2 2 1 . 5 6 1 . 0 0 . 0 4 1 4 . 0 4 3 7 . 9 2
O K L A 4 4 9 . 3 4 2 7 3 . 9 0 1 8 5 . 2 0 4 5 9 . 1 0 » 7 f . . 0 1 4 er a

X T T m . y - 1 - r
O J . -7QV  •  Ii

O R E G 2 7 8 . 2 2 3 5 . 8 1 1 5 7 . 8 5 1 9 3 . 6 6 . 3 6 . 0 0 7 . 4 1 3 6 . 9 5  -
P E N N 3 6 7 . 6 6 5 8 . 2 6 1 5 0 . 3 4 2 0 8 . 6 0 1 . 0 0 . 1 5 2 1 . 4 2 7 9 .  7 5
RT V- 8 o .  0 4 154. 1 7 9 . 0 7 1 = 0 0 1 = 0 0 5 3 . 8 4 6 8 . 6 7

w J u  • I. C. 4 0 . 9 7 163.,49 2 0 4 . 4 6 . 9 5 . 0 9 1 6 . 4 5 6 7 . 2 4
S D A K 2 8 0 . 5 8 5 2 . 1 6 2 0 9 . 7 9 2 6 1 . Q s 5 5 _ 0 2 3 3  = 2 7 7 7 . 9 2
T E N N 3 9 9 . 7 1 4 2 . 9 2 1 5 3 . 0 0 1 9 5 . 9 2 . 9 0 . 0 5 1 1 . 8 8 8 2 . 5 6
T E X 5 6 6 . 0 0 3 3 0 . 8 5 2 0 7 . 1 7 5 3 8 . 0 2 1 . 0 0 . 0 2 1 0 . 4 7 7 7 . 0 2
U T A H 3 9 3 . 4 2 9 2 . 2 3 1 6 9 . 7 9 2 6 2 . 0 2 . 4 3 . 0 2  1 5 . 4 7 5 5 . 4 2

' V E R M 2 6 9 . 4 2 7 . 8 9 1 9 0 . 5 2 1 9 8 . 4 1 . 8 6 . 0 0 4 0 . 7 4 7 4 . 6 2
V I R G 2 9 2 . 9 8 2 6 . 4 8 1 3 2 . 7 3 2 0 9 . 2 6 . 9 8 . 4 0 2 8 . 3 9 6 5 . 6 7
W A S H 2 3 3 . 6 1 3 4 . 2 7 1 5 9 . 5 8 1 9 3 . 3 4 . 4 0 . 0 0 7 . 4 3 4 2 . 3 6 -
fclVIR 4 1 9 . 4 6 3 2 . 9 4 1 1 9 . 9 2 2 0 2 . 8 6 1 . 0 0 . 0 1 6 . 8 5 7 5 . 3 3
w i s e 3 2 9 . 1 3 3 0 . 5 3 1 5 2 . 1 3 2 3 2 . 6 6 . 9 6 . 0 4 3 0 . 5 2 8 9 . 5 5

. W Y O M 8 6 4 . 3 8 2 0 9 . 2 0 4 0 0 . 7 0 6 0 9 . 9 0 . 9 7 . 0 0 2 2 . 3 6 9 0 . 3 1
U S A 3 4 9 . 0 8 9 1 . 7 1 1 7 4 . 1 1 2 6 5 . 8 2 . 9 1 . 1 8 2 1 . 2 9 7 1 . 6 7

E N D  O F  P R O G R A M  

; B Y E

\
C P U = 1 2 -  C O N N E C T - 2 0 .  T U E *  F E B  1 6 *  1 9 8 2 *  1 0 ; 2 6  P M



S E C T I O N - B Y -S E C T I O N  ANALYSIS 

HOUSE B I L L  6 5 5

0 S e c t i o n  1 w o u l d  m o d i f y  t h e  p r e s e n t  p r o c e d u r e s  f o r  r e v i e w i n g  
a n d  a p p r o v i n g  r e c o n n a i s a n c e  s t u d i e s ,  f e a s i b i l i t y  s t u d i e s  a n d  
p r o j e c t s .  We r e c o m m e n d  t h a t  s m a l l e r  p r o j e c t s ,  t h o s e  g e n e r a t i n g
1 . 5  m e g a w a t t s  o r  l e s s ,  b e  s u b j e c t e d  t o  a  s i m p l i f i e d  f e a s i b i l i t y  
s t u d y  a n d  r e v i e w  p r o c e s s ,  a n d  n o t  b e  i n d i v i d u a l l y  a u t h o r i z e d  b y  t h e  
L e g i s l a t u r e .  I n  t h i s  w a y ,  s o m e  o f  t h e  s t e p s  i n  d e s i g n  a n d  c o n s t r u c ­
t i o n  o f  t h e s e  p r o j e c t s  c a n  b e  c o m b i n e d ,  t h u s  s a v i n g  s u b s t a n t i a l  
t i m e .  T h i s  s e c t i o n  w o u l d  a l s o  b r i n g  t h e  r e v i e w  p r o c e s s  f o r  a l l  
p r o j e c t s  i n t o  c o n f o r m a n c e  w i t h  o t h e r  p r o p o s e d  c h a n g e s  i n  t h e  l a w .  
P r o j e c t s  l a r g e r  t h a n  1 . 5  m e g a w a t t s  w o u l d  r e m a i n  s u b j e c t  t o  t h e  
c o m p l e t e  r e v i e w  a n d  f e a s i b i l i t y  s t u d y  p r o c e s s ,  i n c l u d i n g  i n d i v i d u a l  
l e g i  s l a t i v c  a u t h o r i z a t i o n .

0 S e c t i o n  2 w o u l d  r e p e a l  a  s e c t i o n  w h i c h  p u r p o r t s  t o  e x e m p t  
r e v e n u e s  f r o m  t h e  s a l e  o f  p o w e r  f r o m  t h e  a p p r o p r i a t i o n  p r o c e s s ,  
a n d  a l l o w  t h e m  t o  b e  d e p o s i t e d  d i r e c t l y  i n t o  t h e  P o w e r  D e v e l o p m e n t  
F u n d .  T h e  A t t o r n e y  G e n e r a l  h a s  i n f o r m e d  u s  t h a t  r e v e n u e s  f r o m  t h e  
s a l e  o f  p o w e r  m u s t  b e  a p p r o p r i a t e d  b y  t h e  L e g i s l a t u r e  b e f o r e  t h e  
A l a s k a  P o w e r  A u t h o r i t y  (APA) m a y  e x p e n d  t h e m .

0 S e c t i o n  3 w o u l d  a d d  t h e  p r o v i s i o n  t h a t  t h e  P o w e r  D e v e l o p m e n t  
F u n d  m a y  n o t  b e  u s e d  f o r  c o n s t r u c t i o n  o f  a  p o w e r  p r o j e c t  u n t i l  t h e  
p r o j e c t  h i s  b e e n  a p p r o v e d  a n d  a  l o c a l  s p e c i a l  e l e c t i o n  h a s  b e e n  
h e l d .

0 S e c t i o n  4 w o u l d  p r o v i d e  t h e  f o r m  a n d  s p e c i f i c a t i o n s  f o r  t h e  
l o c a l  s p e c i a l  e l e c t i o n s  r e q u i r e d  b y  S e c t i o n  3 o f  t h e  b i l l .  T h e  
e l e c t i o n  w o u l d  b e  c o n d u c t e d  b y  t h e  S t a t e  a m o n g  t h o s e  q u  . l i f i e d  
v o t e r s  r e s i d i n g  i n  t h e  a r e a  w h i c h  t h e  p o w e r  p r o j e c t  w o u l d  s e r v e .
T h i s  s e c t i o n  w o u l d  a l s o  r e q u i r e  t h a t  t h e  v o t e r s  b e  p r o v i d e d  w i t h  
c e r t a m  s p e c i f i c  i n f o r m a t i o n  a b o u t  t h e  p r o j e c t  b e f o r e  t h e  e l e c t i o n  
i s  c o n d u c t e d .  T h e  e l e c t i o n  p r o c e s s  w o u l d  b e  a p p l i c a b l e  t o  a l l  
p r o j e c t s  u p o n  w h i c h  c o n s t r u c t i o n  i t s e l f  h a s  n o t  b e g u n  b y  t h e  d a t e  
o f  p a s s a g e  o f  t h i s  b i l l .

A f t e r  t h e  e l e c t i o n ,  i n  t h e  e v e n t  t h a t  a  s u b s t a n t i a l  c h a n g e  i n  
t h e  p r o j e c t  o c c u r s  t h a t  w o u l d  r e q u i r e  a d d i t i o n a l  f u n d s ,  a  n e w  
e l e c t i o n  w o u l d  b e  r e q u i r e d .  T h e  D i v i s i o n  o f  B u d g e t  a n d  M a n a g e m e n t  
w o u l d  d e t e r m i n e  w h e t h e r  t h e  p r o p o s e d  c h a n g e s  a r e  s u b s t a n t i a l .

0 S e c t i o n  5 .  T h i s  s e c t i o n  w o u l d  r e v i s e  t h e  f e a s i b i l i t y  
r e q u i r e m e n t  t o  s i m p l y  c o n f o r m  t o  t h e  s t a n d a r d s  o f  AS 4 4 . 8 3 . 1 8 1  i n  
e x i s t i n g  l a w .  F e a s i b i l i t y  m u s t  b e  d e t e r m i n e d  h y  t h e  A l a s k a  P o iv c i  
A u t h o r i t y  w i t h i n  o n e  y e a r  b e f o r e  e x p e n d i n g  f u n d s  o n  t h e  p r o j e c t ;  
t h i s  f e a s i f c  l i t y  d e t e r m i n a t i o n  m u s t  b e  c o n c u r r e d  i n  b y  t h e  D i v i s i o n  
o f  B u d g e t  a n d  M a n a g e m e n t .  T h e  APA m a y  r e l y  u p o n  a  f ^ a c i b i l i L y  
s t u d y  t h a t  r e  n e t  m o r e  t h a n  o n e  y e a r  o l d  i n  m a k i n g  t h i s  d e t e r m i n a ­
t i o n ,  o r  m a y  r e v i s e  a  f e a s i b i l i t y  s t u d y  w h i c h  i s  m o r e  t h a n  o n e  y e a r  
o l d .



O C ^ U l U i l  J » u  W U U 1 U  A. ti£^V~«-4..4 . W -4 .—  w  4 « W  4 4 t  W  ^  ^  ^  W W 4 ..W .

AS 4 4 . 8 3 . 3 9 8 ( c ) .  AS 4 4 . 8 3 . 3 9 0  w o u l d  p u r p o r t  t o  r e s t r i c t  f u t u r e  
L e g i s l a t u r e s '  a b i l i t y  t o  r e a p p r o p r i a t e  f u n d s  u n e x p e n d e d  o n  a  
p a r t i c u l a r  p o w e r  p r o j e c t .  AS 4 4 . 8 3 . 3 9 8 ( c )  p u r p o r t s  t o  a l l o w  t h e  
APA t o  r e t a i n  a n d  e x p e n d  c e r t a i n  f u n d s  w i t h o u t  a p p r o p r i a t i o n .  T h e  
A t t o r n e y  G e n e r a l  a d v i s e s  t h a t  t h e s e  p r o v i s i o n s  a r e  n o t  c o n s t i t u ­
t i o n a l ,  a n d  s h o u l d  b e  r e p e a l e d .

F e b r u a r y  8 ,  1 9 8 2
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A c t s  r e l a t i n g  t o  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a .

By w a y  o f  i n t r o d u c t i o n ,  I  am E r n s t  W. M u e l l e r ,  V i c e - C h a i r m a n  o f  

t h e  B o a r d  o f  D i r e c t o r s  o f  t h e  A l a s k a  P o w e r  A u t h o r i t y .  As  y o u  k n o w ,  

l a s t  v e a r  t h e  L e g i s l a t u r e  e n a c t e d  c e r t a i n  c h a n g e s  i n  t h e  s t r u c t u r e  

o f  o u r  B o a r d  o f  D i r e c t o r s  w h i c h  p r o v i d e d  t h a t  t h e  G o v e r n o r  a p p o i n t  

t h r e e  h e a d s  o f  p r i n c i p a l  S t a t e  d e p a r t m e n t s  a n d  t h e  D i r e c t o r  o f  t h e  

D i v i s i o n  o f  B u d g e t  a n d  M a n a g e m e n t  t o  t h e  B o a r d ,  a s  w e l l  a s  t h r e e  

n o n - g o v e r n m e n t a l  m e m b e r s .  As  a  r e s u l t  o f  t h i s  c h a n g e ,  I  w a s  

a p p o i n t e d  t o  t h e  B o a r d ,  a n d  s u b s e q u e n t l y  e l e c t e d  i t s  V i c e - C h a i r m a n .  

P a r t  o f  my r o l e  i s ,  w i t h  t h e  D i r e c t o r  o f  B u d g e t  a n d  M a n a g e m e n t ,  t o  

p r o v i d e  s o m e  l i a i s o n  a n d  c o m m u n i c a t i o n  b e t w e e n  t h e  O f f i c e  o f  t h e  

G o v e r n o r  a n d  t h e  B o a r d ,  a n d  a l s o  t o  h e l p  r e p r e s e n t  t h e  A d m i n i s t r a ­

t i o n ' s  v i e w s  o n  t h e  P o w e r  A u t h o r i t y ' s  o p e r a t i o n s  b e f o r e  t h e  A l a s k a  

L e g i s l a t u r e .  O t h e r  m e m b e r s  o f  t h e  B o a r d  i n c l u d e  M r .  C h a r l e s  C o n w a y  

o f  A n c h o r a g e ,  C h a i r m a n ;  D r .  R o b e r t  B .  W e e d e n  o f  F a i r b a n k s ;

M r .  J o h n  S c h a e f e r  o f  N om e ;  D i r e c t o r  o f  B u d g e t  a n d  M a n a g e m e n t  

Ron  L e h r ;  a n d  C o m m i s s i o n e r s  C h u c k  W e b b e r  a n d  B o b  W a r d .

L a s t  y e a r ,  G o v e r n o r  Hammond a l l o w e d  S e n a t e  B i l l  25  t o  b e c o m e  l a w  

w i c n o u t  m s  s i g n a t u r e .  i n  h i e  A u g u s t  2 . . ' . c e e a g c  t o  y c ” , t h e  

G o v e r n o r  o u t l i n e d  h i s  m a j o r  o b j e c t i o n s  t o  t h e  a p p r o a c h  u s e d  i n
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HOFSF r t t .t . ^ 5 5

0 S e c t i o n  1 w o u l d  m o d i f y  t h e  p r e s e n t  p r o c e d u r e s  f o r  r e v i e w i n g  
a n d  a p p r o v i n g  r e c o n n a i s a n c e  s t u d i e s ,  f e a s i b i l i t y  s t u d i e s  a n d  
p r o j e c t s .  We r e c o m m e n d  t h a t  s m a l l e r  p r o j e c t s ,  t h o s e  g e n e r a t i n g
1 . 5  m e g a w a t t s  o r  l e s s ,  b e  s u b j e c t e d  t o  a  s i m p l i f i e d  f e a s i b i l i t y  
s t u d y  a n d  r e v i e w  p r o c e s s ,  a n d  n o t  b e  i n d i v i d u a l l y  a u t h o r i z e d  b y  t h e  
L e g i s l a t u r e .  I n  t h i s  w a y ,  s o m e  o f  t h e  s t e p s  i n  d e s i g n  a n d  c o n s t r u c ­
t i o n  o f  t h e s e  p r o j e c t s  c a n  b e  c o m b i n e d ,  t h u s  s a v i n g  s u b s t a n t i a l  
t i m e .  T h i s  s e c t i o n  w o u l d  a l s o  b r i n g  t h e  r e v i e w  p r o c e s s  f o r  a l l  
p r o j e c t s  i n t o  c o n f o r m a n c e  w i t h  o t h e r  p r o p o s e d  c h a n g e s  i n  t h e  l a w .  
P r o j e c t s  l a r g e r  t h a n  1 . 5  m e g a w a t t s  w o u l d  r e m a i n  s u b j e c t  t o  t h e  
c o m p l e t e  r e v i e w  a n d  f e a s i b i l i t y  s t u d y  p r o c e s s ,  i n c l u d i n g  i n d i v i d u a l  
l e g i s l a t i v e  a u t h o r i z a t i o n .

0 S e c t i o n  2 w o u l d  r e p e a l  a  s e c t i o n  w h i c h  p u r p o r t s  t o  e x e m p t  
r e v e n u e s  f r o m  t h e  s a l e  o f  p o w e r  f r o m  t l  j  a p p r o p r i a t i o n  p r o c e s s ,  
a n d  a l l o w  t h e m  t o  b e  d e p o s i t e d  d i r e c t l y  i n t o  t h e  P o w e r  D e v e l o p m e n t  
F u n d .  T h e  A t t o r n e y  G e n e r a l  h a s  i n f o r m e d  u s  t h a t  r e v e n u e s  f r o m  t h e  
s a l e  o f  p o w e r  m u s t  b e  a p p r o p r i a t e d  b y  t h e  L e g i s l a t u r e  b e f o r e  t h e  
A l a s k a  t /w e ^  A u t h o r i t y  (APA) m ay  e x p e n d  t h e m .

0 S e c t i o n  3 w o u l d  a d d  t h e  p r o v i s i o n  t h a t  t h e  P o w e r  D e v e l o p m e n t  
F u n d  m a y  n o t  b e  u s e d  f o r  c o n s t r u c t i o n  o f  a  p o w e r  p r o j e c t  u n t i l  t h e  
p r o j e c t  h a s  b e e n  a p p r o v e d  a n d  a  l o c a l  s p e c i a l  e l e c t i o n  h a s  b e e n  
h e l d .

0 S e c t i o n  4 w o u l d  p r o v i d e  t h e  f o r m  a n d  s p e c i f i c a t i o n s  f o r  t h e  
l o c a l  s p e c i a l  e l e c t i o n s  r e q u i r e d  b y  S e c t i o n  3 o f  t h e  b i l l .  T h e  
e l e c t i o n  w o u l d  b e  c o n d u c t e d  b y  t h e  S t a t e  a m o n g  t h o s e  q u a l i f i e d  
v o t e r s  r e s i d i n g  i n  t h e  a r e a  w h i c h  t h e  p o w e r  p r o j e c t  w o u l d  s e r v e .
T h i s  s e c t i o n  w o u l d  a l s o  r e q u i r e  t h a t  t h e  v o t e r s  b e  p r o v i d e d  w i t h  
c e r t a i n  s p e c i f i c  i n f o r m a t i o n  a b o u t  t h e  p r o j e c t  b e f o r e  t h e  e l e c t i o n  
i s  c o n d u c t e d .  T h e  e l e c t i o n  p r o c e s s  w o u l d  b e  a p p l i c a b l e  t o  a l l  
p r o j e c  u p o n  w h i c h  c o n s t r u c t i o n  i t s e l f  h a s  n o t  b e g u n  b y  t h e  d a t e  
o f  p a s s ,  g e  o f  t h i s  b i l l .

A f t e r  t h e  e l e c t i o n ,  i n  t h e  e v e n t  t h a t  a  s u b s t a n t i a l  c h a n g e  i n  
t h e  p r o j e c t  o c c u r s  t h a t  w o u l d  r e q u i r e  a d d i t i o n a l  f u n d s ,  a  n e w  
e l e c t i o n  w o u l d  b e  r e q u i r e d .  T h e  D i v i s i o n  o f  B u d g e t  a n d  M a n a g e m e n t  
w o u l d  d e t e r m i n e  w h e t h e r  t h e  p r o p o s e d  c h a n g e s  a r e  s u b s t a n t i a l .

0 S e c t i o n  5 .  T h i s  s e c t i o n  w o u l d  r e v i s e  t h e  f e a s i b i l i t y  
r e q u i r e m e n t  t o  s i m p l y  c o n f o r m  t o  t h e  s t a n d a r d s  o f  AS 4 4 . 8 3 . 1 6 1  i n  
e x i s t i n g  l a w .  F e a s i b i l i t y  m u s t  b e  d e t e r m i n e d  b y  t h e  A l a s k a  P o w e r  
A u t h o r i t y  w i t h i n  o n e  y e a r  b e f o r e  e x p a n d .  i n g  f u n d s  o n  Lho p r o j e c t ;  
t h i s  f e a s i b i l i t y  d e t e r m i n a t i o n  m u s t  b e  c o n c u r r e d  m  b y  t h e  D i v i s i o n  
o f  B u d g e t  a n d  M a n a g e m e n t .  T h e  APA m a y  r e l y  u p o n  a  f e a s i b i l i t y  
s t u d y  t h a t  i s  n o t  m o r e  t h a n  o n e  y e a r  o l d  i n  m a k i n g  t h i s  d e t e r m i n a ­
t i o n ,  o r  m a y  r e v i s e  a  f e a s i b i l i t y  s t u d y  w h i c h  i s  m o r e  t h a n  o n e  y e a r  
o l d .



T h i s  s e c t i o n  r e m o v e s  t n e  r e q u i r e m e n t  t h a t  t h e  p r o j e c t  i s  
d e e m e d  f e a s i b l e  o n l y  i f  i t  c a n  b e  d e m o n s t r a t e d  t h a t  r e v e n u e s  f r o m  
t h e  p r o j e c t  c o u l d  b e  s u f f i c i e n t  t o  r e t u r n ,  a n n u a l l y ,  5% o f  t h e  
S t a t e ' s  i n v e s t m e n t  i n  t h e  p r o j e c t .  A s  t h e s e  f u n d s  a r e  n o t  r e t u r n e d  
t o  t h e  S t a t e  u n d e r  e x i s t i n g  l a w ,  a n d  t h e  a m o u n t  t o  b e  r e t u r n e d  
u n d e r  t h i s  b i l l  i s  v a s t l y  d i f f e r e n t ,  t h i s  r e q u i r e m e n t  s h o u l d  b e  
r e m o v e d .

° S e c t i o n  6 .  T h i s  s e c t i o n  w o u l d  r e p e a l  t h e  e x i s t i n g  p r o v i s i o n s  
f o r  d e t e r m i n i n g  w h o l e s a l e  p o w e r  r a t e s ,  i n c l u d i n g  e l i m i n a t i n g  t h e  
" p o s t a g e  s t a m p  r a t e s "  a n d  t h e  " S u s i t n a  b l a c k m a i l  c l a u s e "  a n d  
r e p l a c e  i t  w i t h  a  w h o l e s a l e  r a t e  s t r u c t u r e  f o r  e a c h  p r o j e c t  t h a t  
p r o v i d e s  r e v e n u e s  t o  p a y :

( a )  r e c u r r i n g  c o s t s  o f  t h e  p r o j e c t ,  i n c l u d i n a  
o p e r a t i o n ,  m a i n t e n a n c e ,  e q u i p m e n t  r e p l a c e m e n t ,  d e b t  
s e r v i c e ,  l o a n  r e p a y m e n t s ,  s a f e t y  i n s p e c t i o n s  a n d  
i n v e s t i g a t i o n s  b y  t h e  APA;

( b )  r e p a y m e n t  o f  t h e  S t a t e ' s  G e n e r a l  F u n d  
i n v e s t m e n t  i n  t h e  p r o j e c t  o n  a  " n o  r e a l  i n t e r e s t "  
b a s i s  a t  t h e  r a t e  o f  3% r e t u r n  p e r  y e a r  i n  d o l l a r s  
i n f l a t e d  b a c k  t o  t h e  f i r s t  y e a r  o f  p r o j e c t  o p e r a t i o n .
O n c e  t h e  r e p a y m e n t  i s  c o m p l e t e ,  t h e  o n l y  p o r t i o n  u s e d  
t o  c a l c u l a t e  r a t e s  i s  t h e  r e c u r r i n g  c o s t s .

0 S e c t i o n  7 p r o v i d e s  t h e  m e a n s  t o  e s t a b l i s h  t h e  r e p a y m e n t  
i n f l a t i o n  r a t e  u s e d  i n  S e c t i o n  6 .  E s s e n t i a l l y ,  t h e  APA e s t a b l i s h e s  
t h e  f i r s t  r a t e  u s e d  i n  r e p a y m e n t  b y  a v e r a g i n g  t h e  F e d e r a l  C o n s u m e r  
P r i c e  I n d e x  f c  t h e  p r e v i o u s  33  y e a r s  ( t h e  s a m e  p e r i o d  a s  t h e  
p r o j e c t  r e p a y m e n t  s c h e d u l e ) . T h i s  f i g u r e  i s  u s e d  t o  a p p r o x i m a t e  
b r i n g i n g  e a c h  y e a r ' s  p o r t i o n  o f  t h e  c a p i t a l  i n v e s t m e n t  t o  n o m i n a l  
d o l l a r s .  T h e  i n f l a t i o n  r a t e  i s  u p d a t e d  e a c h  t e n  y e a r s  o f  t h e  
p r o j e c t ' s  l i f e .

° S e c t i o n  8 w o u l d  r e e s t a b l i s h  a n  e m e r g e n c y  m a i n t e n a n c e  f u n d .  
T h i s  f u n d  w o u l d  b e  a v a i l a b l e  t o  d e f r a y  u n a n t i c i p a t e d  o p e r a t i o n  a n d  
m a i n t e n a n c e  c o s t s .  T h e s e  c o s t s  m i g h t  o c c u r  a s  a  r e s u l t  o f  a  
c a t a s t r o p h i c  e q u i p m e n t  f a i l u r e  o r  o t h e r  u n b u d g e t e d  c o s t .  T h e  f u n d  
w o u l d  i n i t i a l l y  p r o v i d e  l o a n s  t o  t h e  p r o j e c t s  a t  92, i n t e r e s t .  
H o w e v e r ,  t h e  APA i s  r e q u i r e d  t o  s e e k  l e g i s l a t i v e  a p p r o p r i a t i o n s  t o  
r e p l a c e  t h e  a m o u n t s  e x p e n d e d  f r o m  t h e  f u n d ,  a n d  t o  c o n v e r t  t l i e  
l o a n s  t o  c a p i t a l  i n v e s t m e n t s  o f  t h e  S t a t e  w h i c h  w o u l d  b e  r e p a i d  
u n d e r  S e c t i o n  6 o f  t h i s  b i l l .

0 S e c t i o n  9 .  T h i s  s e c t i o n  w o u l d  e x e m p t  p r o j e c t s  u n d e r  c o n ­
s t r u c t i o n  o r  t h e  e f f e c t i v e  d a t e  o f  t h e  A c t  f r o m  t h e  r o m , i r o m 0 n i.n 
f o r  l o c a l  s p e c i a l  e l e c t i o n s  u n d e r  S e c t i o n s  3 a n d



0 S e c t i o n  1 0  w o u l d  r e p e a l  e x i s t i n g  AS 4 4 . 8 3 . 3 9 0  a n d  
Ab 44  . 8 3 .  20C ( c )  . a<̂  4 4 . 8 3 . 3 9 0  w o u l d  p u r p o r t  t o  r e s t r i c t  f u t u r e
L e g i s l a t u r e s '  a b i l i t y  t o  r e a p p r o p r i a t e  l u n u o  u n e x p e n d e d  n n  a  
p a r t i c u l a r  p o w e r  p r o j e c t .  AS 4 4 . 8 3 . 3 9 8 ( c )  p u r p o r t s  t o  a l l o w  t h e  
APA t o  r e t a i n  a n d  e x p e n d  c e r t a i n  f u n d s  w i t h o u t  a p p r o p r i a t i o n .  T h e  
A t t o r n e y  G e n e r a l  a d v i s e s  t h a t  t h e s e  p r o v i s i o n s  a r e  n o t  c o n s t i t u ­
t i o n a l ,  a n d  s h o u l d  b e  r e p e a l e d .

F e b r u a r y  8 ,  1 9 8 2
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SB 6 4 6 ,  HB 6 5 5  

A c t s  r e l a t i n g  t o  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a .

By w a y  o f  i n t r o d u c t i o n ,  I  am E r n s t  W. M u e l l e r ,  V i c e - C h a i r m a n  o f  

t h e  B o a r d  o f  D i r e c t o r s  o f  t h e  A l a s k a  P o w e r  A u t h o r i t y .  A s  y o u  k n o w ,  

l a s t  y e a r  t h e  L e g i s l a t u r e  e n a c t e d  c e r t a i n  c h a n g e s  i n  t h e  s t r u c t u r e  

o f  o u r  B o a r d  o f  D i r e c t o r s  w h i c h  p r o v i d e d  t h a t  t h e  G o v e r n o r  a p p o i n t  

t r u . e e  h e a d s  c f  p r i n c i p a l  s t a t p  d e p a r t m e n t s  a n d  t h e  D i r e c t o r  o f  t h e  

D i v i s i o n  o f  B u d g e t  a n d  M a n a g e m e n t  t o  t h e  B o a r d ,  a s  w e l l  a s  t h r e e  

n o n - g o v e r n m e n t a l  m e m b e r s .  As a  r e s u l t  o f  t h i s  c h a n g e ,  I  w a s  

a p p o i n t e d  t o  t h e  B o a r d ,  a n d  s u b s e q u e n t l y  e l e c t e d  i t s  V i c e - C h a i r m a n .  

P a r t  o f  my r o l e  i s ,  w i t h  t h e  D i r e c t o r  o f  B u d g e t  a n a  M a n a g e m e n t ,  t o  

p r o v i d e  s o m e  l i a i s o n  a n d  c o m m u n i c a t i o n  b e t w e e n  t h e  O f f i c e  o f  t h e  

G o v e r n o r  a n d  t h e  B o a r d ,  a n d  a l s o  t o  h e l p  r e p r e s e n t  t h e  A d m i n i s t r a ­

t i o n ' s  v i e w s  o n  t h e  P o w e r  A u t h o r i t y ' s  o p e r a t i o n s  b e f o r e  t h e  A l a s k a  

L e g i s l a t u r e .  O t h e r  m e m b e r s  o f  t h e  B o a r d  i n c l u d e  M r .  C h a r l e s  C o n w a y  

o f  A n c h o r a g e ,  C h a i r m a n ;  D r .  R o b e r t  B .  W e e d e n  o f  F a i r b a n k s ;

M r .  J o h n  S c h a e f e r  o f  N om e ;  D i r e c t o r  o f  B u d g e t  a n d  M a n a g e m e n t  

Ron  L e h r ;  a n d  C o m m i s s i o n e r s  C h u c k  W e b b e r  a n d  B o b  W a r d .

L a s t  y e a r ,  G o v e r n o r  Hammond a l l o w e d  S e n a t e  B i l l  2 5  t o  b e c o m e  l a w  

w i t h o u t  h i s  s i g n a t u r e .  I n  h i s  A u g u s t  3 m e s s a g e  t o  y o u ,  t h e  

G o v e r n o r  o u t l i n e d  h i s  m a j o r  c f  a c t i o n s  t o  t h e  a p p r o a c h  u s e d  i n

C O M M E N T S  OF
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e s t a b l i s h i n g  a n d  f i n a n c i n g  l a r g e  n e w  p o w e r  p r o j e c t s .  T h e  b i l l  y o u  

h a v e  b e f o r e  y o u  c o n t a i n s  t h e  c o r r e c t i v e  m e a s u r e s  t h e  r o v e r n o r  

p r o m i s e d  i n  t h a t  m p s s a g e .

T h e  e n e r g y  p r o g r a m  f o r  A l a s k a  i s  a  b o l d ,  m u l t i - f a c e t e d  a p p r o a c h  t o  

h e l p i n g  A l a s k a n  r e s i d e n t s ,  b u s i n e s s e s ,  a n d  i n d u s t r y  c o p e  w i t h  t h e  

i n c r e a s i n g  c o s t  a n d  g r o w i n g  s c a r c i t y  o f  e n e r g y .  I t s  m o s t  a m b i t i o u s  

e l e m e n t  i s  t h e  c o n s t r u c t i o n  o f  l a r g e  e l e c t r i c a l  g e n e r a t i o n  f a c i l i ­

t i e s ,  m a i n l y  h y d r o e l e c t r i c  p l a n t s ,  i n  a  n u m b e r  o f  s i t e s  t h r o u g h o u t  

t h e  S t a t e .  T h e s e  f a c i l i t i e s  w i l l  p r o v i d e  a  r e l i a b l e ,  s e c u r e  s o u r c e  

o f  e l e c t r i c  p o w e r  w h i c h ,  w h i l e  b y  n o  m e a n s  i n e x p e n s i v e  t o  p r o d u c e ,  

i s  n o t  d e p e n d e n t  u p o n  f o r e i g n  e c o n o m i c  f a c t o r s ,  s u c h  a s  t h e  p r i c e  

o f  c r u d e  o i l .  T h e  G o v e r n o r  a n d  t h i s  A d m i n i s t r a t i o n  s t r o n g l y  

s u p p o r t  n e w  h y d r o  d e v e l o p m e n t  a s  o f t e n  f n e  m o s t  s e n  j i b l e  w a y  t o  

d e v e l o p  n e w  p o w e r  s o u r c e s ,  p r o v i d i n g  i t  c a n  b e  d o n e  i n  a  m a n n e r  

w h i c h  i s  e c o n o m i c a l l y  a n d  e n v i r o n m e n t a l l y  s o u n d .  T h e  e n v i r o n m e n t a l  

p a r t  o f  t h a t  t e s t  i s ,  a t  p r e s e n r ,  t h e  o n e  m o s t  e a s i l y  m e t  a s  a l l  

s i z a b l e  n e w  h y d r o p o w e r  p r o j e c t s  m u s t  u n d e r g o  l i c e n s i n g  b y  t h e  

F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  a n d  a n  e n v i r o n m e n t a l  i m p a c t  

a n a l y s i s  i s  r e q u i r e d  a s  p a r t  o f  F E R C ' «  t h o r o u g h  r e v i e w .  H o w e v e r ,  

t h e  e n e r g y  p r o g r a m  f o r  A l a s k a  a s  i t  n o w  e x i s t s  b o t h  d i s t o r t s  

a n a l y s i s  o f  e c o n o m i c  p r a c t i c a b i l i t y  a n d  e n c o u r a g e s  t h e  d e v e l o p m e n t  

o f  p r o j e c t s  w h i c h  w o u l d  n o t  o t h e r w i s e  b e  e c o n o m i c a l .  T h e r e  a r e  

s e v e r a l  r e a s o n s  f o r  t h i s ,  t h e  m a j o r  o n e  b e i n g  t h e  u s e  o f  g e n e r a l  

f u n d  c a p i . t a l  g r a n t s  w i t h  n o  r e p a y m e n t  r e q u i r e d .  A s  a  r e s u l t ,  t h e  

S t a t e  r e c e i v e s  n o  r e t u r n  w h a t s o e v e r  o n  i t s  i n v e s t m e n t ,  a n d  t h e
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t r a d i t i o n a l  t e s t s  f o r  e c o n o m i c  p r a c t i c a b i l i t i e s  a r e  s o m e w h a t  

n e u t r a l i z e d .  D e c i s i o n s  a s  t o  w h i c h  p u b l i c  p o w e r  p r o j e c t s  t o  c o n ­

s t r u c t ,  a n d  w ho  r e c e i v e s  t h e  e n o r m o u s  e c o n o m i c  a d v a n t a g e s  o f  t h e m  

b e c o m e  m o r e  b a s e d  o n  p o l i t i c s  t h a n  o n  e c o n o m i c s .  T h i s  i s  e x a c e r ­

b a t e d  b y  t h e  p o s t a g e  s t a m p ,  w h o l e s a l e  p o w e r  r a t e  o f  e x i s t i n g  l a w  

b y  w h i c h  a l l  w h o l e s a l e  p u r c h a s e s  p a y  t h e  s a m e  r a t e  r  ' l e s s  o f  

t h e  c a p i t a l  a n d  o p e r a t i n g  c o s t s  o f  t h e  p a r t i c u l a r  p r o j t  t  f r o m  

w h i c h  t h e y  r e c e i v e  p o w e r .  I n  t h i s  w a y ,  r a t e s  f o r  p r o j e c t s  w h i c h  

a r e  e c o n o m i c a l l y  i m p r a c t i c a b l e  a r e  s u b s i d i z e d  b y  t h o s e  w h o  r e c e i v e  

p o w e r  e c o n o m i o a l l y - s o u n d  p r o j e c t s .

T h e  u s e  o f  g r a n t s  f o r  t h e s e  p r o j e c t s  p r e s e n t  a  n u m b e r  o f  o t h e r  

i n e q u i t i e s .  U n l e s s  t h e  e n t i r e  p o p u l a t i o n  o f  t h e  S t a t e  i s  s e r v e d  

b y  A l a s k a  P o w e r  A u t h o r i t y  p r o j e c t s ,  o n l y  a  f e w  A l a s k a n s  w i l l  

r e c e i v e  t h e  b e n e f i t  o f  w h a t  i s  a n  e c o n o m i c  c o s t  b u r d e n  f o r  a l l .  

F u r t n e r ,  t h e  p r o v i s i o n  o f  s u b s i d i z e d  p o w e r  u n d e r  t h e  s c e n a r i o  

p r e s e n t  i n  e x i s t i n g  l a w  w o u l d  s t r o n g l y  b e n e f i t ,  a t  t h e  S t  t e ’ s  

e x p e n s e ,  n e w  e n e r g y  i n t e n s i v e  i n d u s t r i a l  d e v e l o p m e n t  p r o j e c t s .

T h u s ,  t h o s e  A l a s k a n s  who  a r e  n o t  r e c e i v i n g  p o w e r  f r o m  a n  APA p r o j e c t  

a r e  s u b s i d i z i n g ,  d i r e c t l y  o r  i n d i r e c t l y ,  n o t  o n l y  t h e  APA n e w e r  

w h i c h  r e s i d e n t i a l  c o n s u m e r s  b u y ,  b u t  a l s o  t h e  v e r y  i n d u s t r y  t h a t  

p r o v i d e s  w o r k  a n d  b u s i n e s s  t o  t h o s e  c o n s u m e r s .  T h i  b a s i c  i n e q u i t y  

c a n  b e  c o r r e c t e d  o n l y  t h r o u g h  c h a n g i n g  t h e  t y p e  o f  f u  i n g  f o r  

t h e s e  p r o j e c t s  f r o m  o u t r i g h t  g r a n t s  t o  a  l o a n ,  o r  c o n v e r t i n g  t h e m  

i n t o  a n  i n v e s t m e n t  f r o m  w h i c h  t h e  S t a t e  w x l l  r e c e x v e  a  s u D s t a n L i a l  

r e t u r n .
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O f  c o u r s e ,  a  m a j o r  f a c t o r  i n  d e v e l o p i n g  a n y  n e w  c a p i t a l  p r o j e c t s  

a f  - t -h i s  t i m e  i s  t h e  S t a t e ' s  c a s h  f l o w  s i t u a t i o n .  A t  p r e s e n t ,  we 

s i m p l y  d o  n o t  h a v e  t h e  m o n e y  t o  b u i l d  t h e  APA p r o j e c t s  w h i c h  a r e  

n o w  o n  t h e  d r a w i n g  b o a r d s  a n d  a l s o  f u n d  a l l  t h e  o t h e r  c a p i t a l  

p r o j e c t s  t h e  S t a t e  n e e d s .  A l s o ,  t h e  p r i v a t e  f i n a n c i a l  m a r k e t ,  

p a r t i c u l a r l y  t h e  b o n d  m a r k e t  f o r  l a r g e  n e w  p o w e r  p r o j e c t s ,  i s  n o t  

a s  g o o d  a s  i t  o n c e  w a s .  P r o v i d i n g  s o m e  r e t u r n  t o  t h e  S t a t e  o n  i t s  

c a s h  i n v e s t m e n t  i n  p o w e r  p r o j e c t s  w i l l  h e l p  e n s u r e  t h a t  f u n d s  w i l l  

b e  a v a i l a b l e  f o r  n e w  p r o j e c t s  i n  t h e  f u t u r e .

T h e  G o v e r n o r  a n d  h i s  s t a f f  r e v i e w e d  a  w i d e  v a r i e t y  o f  f u n d i n g  

m e c h a n i s m s  f o r  e n e r g y  p r o j e c t s .  T h e  A l a s k a  P o w e r  A u t h o r i t y  n e e d s  

t o  r e t a i n  i t s  e x i s t i n g  a u t h o r i t y  t o  i s s u e  r e v e n u e  b o n d s ,  a s  w e l l  a s  

e x p e n d  g e n e r a l  f u n d  c a p i t a l  a p p r o p r i a t i o n s  m a d e  b y  t h e  L e g i s l a t u r e .  

I n  a d d i t i o n ,  t h e  A u t h o r i t y  w i l l ,  f r o m  t i m e  t o  t i m e ,  n e e d  t o  a c q u i r e  

s h o r t - t e r m  f i n a n c i n g  d u r i n g  c o n s t r u c t i o n .  T h e  G o v e r n o r  i s  a l s o  

c o r c e r n e d  t h a t  t h e  s p i r i t  o f  p u b l i c  f i n a n c i n g  b e  r e t a i n e d  s o  t h a t  

e n e r g y  p r i c e s  b e  a s  r e a s o n a b l e  a s  p o s s i b l e .  A f t e r  e v a l u a t i n g  a  

l a r g e  n u m b e r  o f  i n t e r e s t  r a t e s ,  " t i l t "  f a c t o r s ,  r e p a y m e n t  s c h e d u l e s  

a n d  o t h e r s ,  i t  w a s  d e c i d e d  t h a t  t h e  c o n c e p t  o f  a  " n o  r e a l  i n t e r e s t "  

l o a n  s h o u l d  b e  i n t r o d u c e d .  T h i s  o p t i o n  h a s  t h e  a d v a n t a g e  o f  t h e  

S t a t e  r e c o u p i n q  i t s  c a p i t a l  i n v e s t m e n t  i n  t h e  p r o j e c t  y e t  s t i l l  

p r o v i d e  e l e c t r i c i t y  c o s t s  t h a t  a r e  l o w e r  t h a n  c o u l d  b e  p r o v i d e d  b y  

a n y  f o r m  o f  c o n v e n t i o n a l l y  f i n a n c e d  p u b l i c  o r  p r i v a t e  p r o j e c t .

W h i l e  t h i s  c o n c e p t  s t i l l  p r o v i d e s  a  s u b s t a n t i a l  s u b s i d y ,  e s p e c i a l l y  

f o r  l a r g e  b u l k  p o w e r  u s e r s ,  i t  d o e s  n o t  r e q u i r e  a  r e a l  d o l l a r  l o s s



t o  a l l  t h e  S t a t e ' s  t a x p a y e r s  t o  p r o v i d e  t h a t  s u b s i d y .  T h e  o n l y  

l o s s  t o  t h e  S t a t e  i s  t h e  o p p o r t u n i t y  c o s t — t h e  i n c o m e  t h a t  w o u l d  

h a v e  b e e n  e a r n e d  i f  t h e -  S t a t e  h a d  i n v e s t e d  t h e  m o n e y  a t  m a r k e t  

r a t e s .

T h e  c o n c e p t  o f  a  " n o  r e a l  i n t e r e s t  r a t e "  l o a n  m u s t ,  s o m e h o w ,  a d j u s t  

p r i n c i p a l  r e p a y m e n t  f o r  i n f l a t i o n .  I t  i s  i m p o r t a n t ,  h o w e v e r ,  f o r  

c u s t o m e r s  o f  t h e s e  p r o j e c t s  t o  k n o w  w h a t  e l e c t r i c  r a t e s  w i l l  b e  i n  

t h e  f u t u r e ,  a n d  h o w  c h a n g e s  w i l l  b e  b a s e d ,  s o  t h a t  t h e y  c a n  d e c i d e  

u p o n  m a j o r  c a p i t a l  i n v e s t m e n t s  o f  t h e i r  o w n .  F o r  t h i s  r e a s o n ,  a n d  

t o  a v o i d  t h e  p r o b l e m  o f  c o n s t a n t  r e a d j u s t m e n t  o f  r a t e s  t o  m e e t  

c o n t i n u a l l y  c h a n g i n g  i n f l a t i o n  r a t e s ,  i t  i s  p r o p o s e d  t o  " f r e e z e "  

i n f l a t i o n  r a t e s  i n  t e n - y e a r  b l o c k s ,  a n d  t o  b a s e  t h e  i n f l a t i o n  r a t e  

o n  t h e  p r e v i o u s  3 3 - y e a r  h i s t o r y  o f  t h e  c o n s u m e r  p r i c e  i n d e x .  I n  

t h i s  w a y ,  i n v e s t o r s  w i l l  b e  a b l e  t o  p r e d i c t  v e r y  a c c u r a t e l y  w h a t  

t h e  w h o l e s a l e  r - i t e s  w i l l  b e ,  n o t  o n l y  f o r  e a c h  t e n - y e a r  b l o c k ,  t u t  

a s  a  r e v a l u a t i o n  p e r i o d  i s  r e a c h e d ,  t o  p r e d i c t  t h e  n e w  r a t e s  a s  

t h e  b a s i s  u p o n  w h i c h  t h e y  w i l l  b e  e s t a b l i s h e d  i s  i n  t h e  p u b l i c  

r e c o r d .

A f u r t h e r  a d v a n t a g e  t o  e s t a b l i s h m e n t  o f  a  r e p a y m e n t  s c h e d u l e  a t  

t h i s  t i m e  i s  t h e  e l i m i n a t i o n  o f  f u t u r e  r i s k .  U n d e r  e x i s t i n g  l a w ,  

r e p a y m e n t  o f  t h e  S t a t e ' s  g e n e r a l  f u n d  c a p i t a l  i n v e s t m e n t  i s  n o t  

r e q u i r e d .  T h i s  i s ,  h o w e v e r ,  s u !  c t  t o  c h a n g e  b y  f u t u r e  L e g i s l a ­

t u r e s .  A l a r g e  e l e c t r i c  p o w e r  p u r c h a s e r  m a k i n g  a  m a j o r  i n v e s t m e n t  

b a s e d  u p o i i  Lhtj a r c i f i c a i i y  l o w  r a t e s  e s t a b l i s h e d  i n  SB 25  s t a n d s



t h e  r i s k  o f  a  r e p a y m e n t  r a t e  b e i n g  i m p o s e d  i n  t h e  f u t u r e — a  r e p a y ­

m e n t  r a t e  t h a t  m i g h t  a d v e r s e l y  a f f e c t  t h e  e c o n o m i c s  o f  h i s  p r o j e c t .  

E s t a b l i s h i n g  a  r e a s o n a b l e ,  r e l a t i v e l y  s i m p l e  a n d  s t r a i g h t f o r w a r d  

b a s i s  f o r  r a t e s  n o w  h e l p s  a v o i d  t h e  p o s s i b i l i t y  o f  a  f u t u r e  L e g i s ­

l a t u r e  d e v e l o p i n g  a  w h o l e  n e w  s y s t e m  w h i c h  m i g h t  u n f a i r l y  p e n a l i z e  

l a r g e  p o w e r  u s e r s .

I n  a  v e r y  r e a l  s e n s e ,  t h e  " b o t t o m  l i n e "  o f  e c o n o m i c  v i a b i l i t y  i s  

t h e  r e l a t i v e  c o s t  o f  e l e c t r i c i t y  p e r  k i l o w a t t - h o u r .  O n c e  t h i s  h a s  

b e e n  e s t i m a t e d ,  p r o p o s e d  a l t e r n a t i v e  s o u r c e s  o f  e l e c t r i c a l  p o w e r  

c a n  b e  e v a l u a t e d .  I n  t h e  b e s t  o f  a l l  p o s s i b l e  w o r l d s ,  t h i s  e v a l u a ­

t i o n  w o u l d  b e  c o n d u c t e d  b y  t h o s e  w ho  w o u l d  b e  p u r c h a s i n g  t h e  p o w e r ;  

i n  f r e e  c o m p e t i t i o n ,  s o  t o  s p e a k ,  t h e  b u y e r  s h o u l d  h a v e  s o m e  d e g r e e  

o f  c h o i c e  o v e r  w h e r e  h e  p u r c h a s e s  h i s  e l e c t r i c i t y .  A t  p r e s e n t ,  

t h e r e  i s  n o  o p p o r t u n i t y  f o r  t h e  p o t e n t i a l  r a t e  p a y e r s  t o  h a v e  

i n d e p e n d e n t  c o n t r o l  o v e r  p r o p o s e d  p r o j e c t s ,  t h e  d e c i s i o n s  a r e  m a d e  

b y  t h e  A l a s k a  P o w e r  A u t h o r i t y  a n d  t h e  A l a s k a  L e g i s l a t u r e .  T o  r e m e d y  

t h i s  s i t u a t i o n ,  t h e  G o v e r n o r  r e c o m m e n d s  t h a t  a n  e l e c t i o n  b e  h e l d  

a m o n g  t h e  p o t e n t i a l  c u s t o m e r s  t o  d e t e r m i n e  i f  a  p a r t i c u l a r  p r o j e c t  

s h o u l d  b e  s e l e c t e d .  B e f o r e  t h e  e l e c t i o n ,  t h e  A l a s k a  P o w e r  A u t h o ­

r i t y ' s  f e a s i b i l i t y  s t u d y  w o u l d  b e  p u b l i s h e d  a n d  a v a i l a b l e  t o r  t h e  

v o t e r s  t o  r e v i e w ,  a s  w e l l  a ; ! a n  i n f o r m a t i v e  " v o t e r ' s  p a m p h l e t " - s t y l e  

i n f o r m a t i o n  s u m m a r y .  T h e  p o t e n t i a l  r a t e  p a y e r s  a r e  t h e n  g i v e n  a n  

o p p o r t u n i t y  t o  m a k e  a  i i n f o r m e d  c h o i c e  b a s i  d  o n  c h e  s a m e  f a c t o r s  

t h a t  t h e  L e g i s l a t u r e  a n d  t h e  A l a s k a  P o w e r  A u t h o r i t y  u s e  i n  m a k i n g
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T h i s  b i l l  w o u l d  m a k e  o t h e r  c h a n g e s  i n  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a  

w h i c h  a r e  c o n s i s t e n t  w i t h  t h e  G o v e r n o r ' s  p h i l o s o p h y .  S e c t i o n  1 

w o u l d  p r o v i d e  t h a t  a l l  APA p o w e r  p r o j e c t s  u n d e r g o  a  f e a s i b i l i t y  

s t u d y  p h a s e ,  h o w e v e r ,  t h e  d e g r e e  o f  d e t a i l  f o r  p r o j e c t s  o f  1 . 5  m e g a ­

w a t t s  a r e  l e s s ,  c o u l d  b e  s u b s t a n t i a l l y  l e s s  t h a n  t h a t  f o r  l a r g e r
49

p r o j e c t s .

S e c t i o n  2 c o r r e c t s  a  p o t e n t i a l  c o n s t i t u t i o n a l  f l o w  i n  e x i s t i n g  l a w  

b y  p r o v i d i n g  t h a t  a l l  f u n d s  i n  t h e  p o w e r  d e v e l o p m e n t  f u n d  m u s t  b e  

a p p r o p r i a t e d  t o  t h e  f u n d  b y  t h e  L e g i s l a t u r e .  I t  m ay  b e  i n t e r p r e t e d  

t h a t  t h e  p r o v i s i o n  t h a t  r e v e n u e s  c o l l e c t e d  f r o m  t h e  s a l e  o f  p o w e r  

m a y  b e  d e p o s i t e d  d i r e c t l y  i n t o  t h e  p o w e r  d e v e l o p m e n t  f u n d  i s  t h e  

e q u i v a l e n t  o f  e s t a b l i s h i n g  a  d e d i c a t e d  f u n d ,  a n d  t h u s  u n c o n s t i t u ­

t i o n a l .  By r e m o v i n g  t h a t  p r o v i s i o n  o f  l a w ,  t h i s  p o t e n t i a l  p r o b l e m  

i s  e l i .  i n a t e d .

S e c t i o n  5 o f  t h e  b i l l  w o u l d  c h a n g e  t h e  c r i t e r i a  f o r  d e v e l o p m e n t  o f  

e c o n o m i c  f e a s i b i l i t y .  T h e  p r e s e n t  l a w  e s t a b l i s h e s  t h a t  a  p r o j e c t  

i s  e c o n o m i c a l l y  f e a s i b l e  i f ,  i n  p a r t ,  " O p e r  t i o n  o f  t h e  p o w e r  

p r o j e c t  w i l l  b e  a b l e  t o  p r o v i d e  r e v e n u e  s u f f i c i e n t  t o  r e t u r n  

a n n u a . l l y  t o  t h e  S t a t e  f i v e  p e r c e n t  o f  t h e  a m o u n t  ; i e  A u t h o r i t y  h a s  

s p e n t  f r o m  t h e  f u n d  f o r  t h e  p o w e r  p r o j e c t . "  O f  c o u r s e ,  t h i s  " f i v e  

p e r c e n t  r u l e "  i s  n o t  r e a l i s t i c :  t h e  S t a t e  w o u l d  n o t  r e c e i v e ,  u n d e r  

e x i s t i n g  l a w ,  t h a t  a m o u n t  o f  r e t u r n .  F u r t h e r ,  t h e  r e p a y m e n t  

p r e v i s i o n  i n  t h e  G o v e r n o r ' s  b i l l  w o u l d  s e t  a  n e w  e c o n o m i c  f o r m u l a  

f o r  r e t u r n  o f  t h e  S t a t e ' s  i n v e s t m e n t ,  a n d  t h u s  t h i s  f i v e  p e r c e n t  

r u l e  i s  n o  l o n g e r  n e e d e d .
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S e c t i o n  8 o f  the G o v e r n o r ' s  b i l l  w o u l d  p r o v i d e  for a " P o w e r  p r o j e c t  

e m e r g e n c y  m a i n t e n a n c e  fund." T h i s  f u n d  w o u l d  be a c o n t i n u i n g  

a c c o u n t ,  f u n d e d  b y  a p p r o p r i a t i o n s  f r o m  the L e g i s l a t u r e ,  t h a t  w o u l d  

be a v a i l a b l e  to the A l a s k a  P o w e r  A u t h o r i t y  f o r  u n a n t i c i p a t e d  a n d  

u n f u n d e d  o p e r a t i o n  and m a i n t e n a n c e  e x p e n d i t u r e s .  G e n e r a l l y ,  t h e s e  

e x p e n d i t u r e s  m i g h t  r e s u l t  f r o m  e q u i p m e n t  b r e a k d o w n s  o r  o t h e r  m a j o r  

f a i l u r e s  t h a t  w o u l d  be b e y o n d  the s c o p e  of  the l e g i s l a t i v e  a p p r o­

p r i a t i o n  for o p e r a t i o n  and m a i n t e n a n c e  of  a p a r t i c u l a r  pro j e c t .

T h i s  f u n d  is to be c o n s i d e r e d  a lo a n  to the p a r t i c u l a r  p o w e r  

p r o j e c t ,  b u t  the A u t h o r i t y  is to s e e k  c o n v e r s i o n  o f  a p a r t i c u l a r  

e x p e n d i t u r e  to r e p a y m e n t  u n d e r  the G o v e r n o r ' s  p r o p o s e d  f o r m u l a  

t h r o u g h  l e g i s l a t i v e  a p p r o p r i a t i o n .

T h e  b i l l  a l s o  r e p e a l s  t w o  s e c t i o n s  o f  t h e  e x i s t i n g  l a w  w h i c h  a r e  

o f  d o u b t f u l  c o n s t i t u t i o n a l i t y .  I n  o u r  v i e w *  A S  4 4 . 8 2 . 3 9 0  a t t e m p t s  

t o  r e s t r a i n  f u t u r e  l e g i s l a t i v e  a b i l i t y  t o  r e a p p r o p r i a t e  f u n d s  n o t  

s p e n t  f o r  t h e  p a r t i c u l a r  p o w e r  p r o j e c t  f o r  w h i c h  t h e  a p p r o p r i a t i o n  

w a s  o r i g i n a l l y  m a d e .  A S  4 4 . 8 3 . 3 9 8 ( c )  a t t e m p t s  t o  e x c l u d e  c e r t a i n  

r e c e i p t s  o f  t h e  p o w e r  a u t h o r i t y  f r o m  t h e  a p p r o p r i a t i o n  p r o c e s s  

p r i o r  t o  e x p e n d i t u r e , .  S e c t i o n  1 0  o f  t h e  b i l l  w o u l d  r e p e a l  t h e s e  

p r o v i s i o n s .

A n d  f i n a l l y ,  t h e  G o v e r n o r ' s  b i l l  d o e s  r e p e a l  t h e  s o - c a l l e d  " S u s i t n a  

b l a c k m a i l  c l a u s e . "  T h i s  c l a u s e  w o u l d  a t t e m p t  t o  b i n d  f u t u r e  L e g i s ­

l a t u r e s  t o  a p p r o p r i a t i n g  a t  l e a s t  $ 5  b i l l i o n  t o  t h e  p o w e r  p r o j e c t  

d e v e l o p m e n t  f u n d  t h r o u g h  t h e  t r i g g e r i n g  o f  a n  e n o r m o u s l y  p u n i t i v e



p o w e r  r a t e  in the e v e n t  t h i s  a m o u n t  is n o t  a p p r o p r i a t e d  b y  J u l y  1, 

1986. B e c a u s e  o f  t h e  i n a r t f u l  d r a f t i n g  of  t h i s  p r o v i s i o n ,  t h a t  

r a t e  c o u l d  r e a c h  a m a x i m u m  of $5 0 0  m i l l i o n  p e r  k i l o w a t t - h o u r .  A s  

w e  a l l  know, t h e  S t a t e  w i l l  s i m p l y  n o t  h a v e  s u f f i c i e n t  r e v e n u e s  to 

be a b l e  to a p p r o p r i a t e  $1 b i l l i o n  p e r  y e a r  o v e r  t a e  n e x t  f i v e  w i t h­

ou t  d e s t r u c t i o n  o f  the e n t i r e  r e m a i n d e r  o f  t h e  c a p i t a l  b u d get. Of 

c o u r s e ,  t h e r e  are p r a c t i c a l ,  as w e l l  as c o n s t i t u t i o n a l  p r o b l e m s  

witn. the S u s i t n a  b l a c k m a i l  p r o v i s i o n .  U n d e r  the c u r r e n t  h i j h  

e s t i m a t e s  of p o w e r  s a l e s  f r o m  a l l  p o t e n t i a l  A P A  f u n d e d  p r o  j tries, 

the l o w e s t  c o s t  p e r  k i l o w a t t - h o u r  if the S t a t e  d i d  a p p r o p r i a t e  

o n l y  $2 b i l l i o n  by  J u l y  1, 1986 w o u l d  be m o r e  t h a n  $1 p e r  k i l c w o t t -  

h o u r .

T h e  G o v e r n o r  h a s  e x p r e s s e d  h i s  c o n c e r n  t h a t  t h i s  l e g i s l a t i o n  is a 

h i g h  p r i o r i t y  of h i s  1982 l e g i s l a t i v e  p a c k a g e .  P a r a l l e l  w i t h  this 

b i l l  a r e  the t w o  b i l l s  he has i n t i o d u c e d  to p r o v i d e  f u r t h e r  c a p i t a l  

f u n d i n g  for o n g o i n g  A P A  p o w e r  p r o j e c t s .  I w o u l d  be  h a p p y  to p r o­

v i d e  y o u  w i t h  i n f o r m a t i o n  on  t h o s e  bills, o r  a n s w e r  a n y  q u e s t i o n s  

y o u  m a y  have.
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0 S e c t i o n  1 w o u l d  m o d i f y  t h s  p r e s e n t  p r o c e d u r e s  f o r  r e v i e w i n g  
a n d  a p p r o v i n g  r e c o n n a i s a n c e  't u d i e s ,  f e a s i b i l i t y  s t u d i e s  a n d  
p r o j e c t s .  W e  r e c o m m e n d  t h a t  s m a l l e r  p r o j e c t s ,  t h o s e  g e n e r a t i n g
1 . 5  m e g a w a t t s  o r  l e s s ,  b e  s u b j e c t e d  to  a s i m p l i f i e d  f e a s i b i l i t y  
s t u d y  a n d  r e v i e w  p r o c e s s ,  a n d  n o t  b e  i n d i v i d u a l l y  a u t h o r i z e d  b y  t h e  
L e g i s l a t u r e .  In  t h i s  w a y ,  s o m e  o f  t h e  s t e p s  i n  d e s i g n  a n d  c o n s t r u c­
t i o n  o f  t h e s e  p r o j e c t s  c a n  b e  c o m b i n e d ,  t h u s  s a v i n g  s u b s t a n t i a l  
t i m e .  T h i s  s e c t i o n  w o u l d  a l s o  b r i n g  t h e  r e v i e w  p r o c e s s  f o r  a l l  
p r o j e c t s  i n t o  c o n f o r m a n c e  w i t h  o t h e r  p r o p o s e d  c h a n g e s  in  t h e  law. 
P r o j e c t s  l a r g e r  t h a n  1 . 5  m e g a w a t t s  w o u l d  r e m a i n  s u b j e c t  t o  t h e  
c o m p l e t e  r e v i e w  a n d  f e a s i b i l i t y  s t u d y  p r o c e s s ,  i n c l u d i n g  i n d i v i d u a l  
l e g i s l a t i v e  a u t h o r i z a t i o n .

° S e c t i o n  2 w o u l d  r e p e a l  a s e c t i o n  w h i c h  p u r p o r t s  to e x e m p t  
r e v e n u e s  f r o m  t h e  s a l e  o f  p o w e r  f r o m  t h e  a p p r o p r i a t i o n  p r o c e s s ,  
a n d  a l l o w  t h e m  t o  b e  d e p o s i t e d  d i r e c t l y  i n t o  t h e  P o w e r  D e v e l o p m e n t  
F u n d .  T h e  A t t o r n e y  G e n e r a l  h a s  i n f o r m e d  u s  t h a t  r e v e n u e s  f r o m  t h e  
s a l -  o f  ’p o w e r  m u s t  b e  a p p r o p r i a t e d  b y  t h e  L e g i s l a t u r e  b e f o r e  t h e  
A l a s k a  P o w e r  A u t h o r i t y  (APA) m a y  e x p e n d  t h em.

0 Secr.j 'n 3 w o u l d  a d d  t h e  p r o v i s i o n  t h a t  t h e  P o w e r  D e v e l o p m e n t  
F u n d  m a y  n o t  b e  u s e d  f o r  c o n s t r u c t i o n  o f  a  p o w e r  p r o j e c t  u n t i l  t h e  
p r o j e c t  h a s  b e e n  a p p r o v e d  a n d  a l o c a l  s p e c i a l  e l e c t i o n  h a s  b e e n  
h e l d .

° S e c t i o n  4 w o u l d  p r o v i d e  t h e  f o r m  a n d  s p e c i f i c a t i o n s  f o r  t h e  
l o c a l  s p e c i a l  e l e c t i o n s  r e q u i r e d  b y  S e c t i o n  3 o f  t h e  b i l l .  T h e  
e l e c t i o n  w o u l d  b e  c o n d u c t e d  b y  the. S t a t ^  a m o n g  t h o s e  q u a l i f i e d  
v o t e r s  r e s i d i n g  in t h e  a r e a  w h i c h  t h e  p o w e r  p r o j e c t  w o u l d  se r v e .
T h i s  s e c t i o n  w o u l d  also  r e q u i r e  t h a t  the v o t e r s  b e  p r o v i d e d  w i t h  * 
c e r t a i n  s p e c i f i c  i n f o r m a t i o n  a b o u t  the p r o j e c t  b e f o r e  the e l e c t i o n  
is c o n d u c t e d .  The e l e c t i o n  p r o c e s s  w o u l d  ise a p p l i c a b l e  to all 
p r o j e c t s  u p o n  w h i c h  c o n s t r u c t i o n  i t s e l f  has n o t  b e g u n  b y  the d a t e  
of p a s s a g e  of this bill.

A f t e r  ti.ie e l e c t i o n ,  in. t h e  e v e n t  t h a t  a s u b s t a n t i a l  c h a n g e  in 
t h e  p r o j e c t  o c c u r s  t h a t  w o u l d  r e q u i r e  a d d i t i o n a l  funeral a n e w  
e l e c t i o n  w o u l d  b e  r e q u i r e d .  T h e  D i v i s i o n  o f  B u d g e t  a n d  M a n a g e m e n t  
w o u l d  d e t e r m i n e  w h e t h e r  t h e  p r o p o s e d  c h a n g e s  a r e  s u b s t a n t i a l .

0 S e c t i o n  5. T h i s  s e c t i o n  w o u l d  r e v i s e  t h e  f e a s i b i l i t y  
r e q u i r e m e n t  t o  s i m p l y  c o n f o r m  .to t h e  s t a n d a r d s  o f  A S  4 4 . 8 3 . 1 8 1  in 
e x i s t i n g  law. F e a s i b i l i t y  m u s t  b e  d e t e r m i n e d  b y  t h e  A l a s k a  P o w e r  
A u t h o r i t y  w i t h i n  o n e  y e a i  b e f o r e  e x p e n d i n g  f u n d s  o n  t h e  p r o j e c t ;  
t h i s  f e a s i b i l i t y  d e t c r m i n a L i o n  m u s t  b e  c o n c u r r e d  i n  b y  t h e  D i v i s i o n  
o f  B u d g e t  a n d  M a n a g e m e n t .  T h e  A P A  m a y  r e l ^  u p o n  a f e a s i b i l i t y  
s t u d y  t h a t  is n o t  m o r e  t h a n  o n e  y e a r  o l d  i n  m a k i n g  t h i s  d e t e r m i n a­
tion ,  o r  m a y - r e v i s e  a f e a s i b i l i t y  s t u d y  w h i c h  is m o r e  t h a n  o n e  y e a r  
old. u
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T h i s  s e c t i o n  r e m o v e s  t h e  r e q u i r e m e n t  t h a t  t h e  p r o j e c t  is 
d e e m e d  f e a s i b l e  o n l y  i f  it  c a n  b e  d e m o n s t r a t e d  t h a t  r e v e n u e s  f r o m  
t h e  p r o j e c t  c o u l d  b e  s u f f i c i e n t  t o  r e t u r n ,  a n n u a l l y ,  5% o f  t h e  
S t a t e ' s  i n v e s t m e n t  i n  t h e  p r o j e c t .  A s  t h e s e  f u n d s  a r e  n o t  r e t u r n e d  
t o  t h e  S t a t e  u n d e r  e x i s t i n g  law, a n d  t h e  a m o u n t  to  b e  r e t u r n e d  
u n d e r  t h i s  b i l l  is v a s t l y  d i f f e r e n t ,  t h i s  r e q u i r e m e n t  s h o u l d  b e  

r e m o v e d • i

0 S e c t i o n  6. T h i s  s e c t i o n  w o u l d  r e p e a l  t h e  e x i s t i n g  p r o v i s i o n s  
f o r  d e t e r m i n i n g  w h o l e s a l e  p o w e r  r a t e s ,  i n c l u d i n g  e l i m i n a t i n g  t h e  
" p o s t a g e  s t a m p  r a t e s "  a n d  t h e  " S u s i t n a  b l a c k m a i l  c l a u s e "  a n d  
r e p l a c e  i t  w i t h  a w h o l e s a l e  r a t e  s t r u c t u r e  f o r  e a c h  p r o j e c t  t h a t  
p r o v i d e s  r e v e n u e s  t o  pa y :

(a) r e c u r r i n g  c o s t s  o f  t h e  p r o j e c t ,  i n c l u d i n g  
o p e r a t i o n ,  m a i n t e n a n c e ,  e q u i p m e n t  r e p l a c e m e n t ,  d e b t  
s e r v i c e ,  l o a n  r e p a y m e n t s ,  s a f e t y  i n s p e c t i o n s  a n d  
i n v e s t i g a t i o n s  b y  t h e  APA;

(b) r e p a y m e n t  o f  the S t a t e ' s  G e n e r a l  F u n d  . 
i n v e s t m e n t  i n  t h e  p r o j e c t  o n  a "no r e a l  i n t e r e s t "  
b a s i s  a t  t h e  r a t e  o f  3% r e t u r n  p e r  y e a r  in d o l l a r s  
i n f l a t e d  b a c k  to  t h e  f i r s t  y e a r  o f  p r o j e c t  o p e r a t i o n .
O n c e  t h e  r e p a y m e n t  is c o m p l e t e ,  t h e  o n l y  p o r t i o n  u s e d  
t o  c a l c u l a t e  r a t e s  is t h e  r e c u r r i n g  c o s t s .

0 S e c t i o n  7 p r o v i d e s  t h e  mean.3 t o  e s t a b l i s h  t h e  r e p a y m e n t  
i n f l a t i o n  r a t e  u s e d  in S e c t i o n  6. E s s e n t i a l l y ,  t h e  A P A  e s t a b l i s h e s  
t h e  f i r s t  r a t e  u s e d  in x t p a y m e n t  b y  a v e r a g i n g  t h e  F e d e r a l  C o n s u m e r  
P r i c e  I n d e x  f o r  t h e  p r e v i o u s  33 y e a r s  (the s a m e  p e r i o d  as t h e  
p r o j e c t  r e p a y m e n t  s c h e d u l e ) . T h i s  f i g u r e  is u s e d  to a p p r o x i m a t e  
b r i n g i n g  e a c h  y e a r 's p o r t i o n  o f  t h e  c a p i t a l  i n v e s t m e n t  to n o m i n a l  
d o l l a r s .  T h e  i n f l a t i o n  r a t e  is u p d a t e d  e a c n  t e n  y e a r s  of t h e  
p r o j e c t ' s  l i fe.

0 S e c t i o n  8 w o u l d  r e e s t a b l i s h  a n  e m e r g e n c y  m a i n t e n a n c e  fund. 
T h i s  f u n d  w o u l d  b e  a v a i l a b l e  to d e f r a y  u n a n t i c i p a t e d  o p e r a t i o n  a n d  
m a i n t e n a n c e  c o s t s .  T h e s e  c o s t s  m i g h t  o c c u r  a s  a r e s u l t  o f  a 
c a t a s t r o p h i c  e q u i p m e n t  f a i l u r e  o r  o t h e r  u n b u d g e t e d  c o st. T h e  f u n d  
w o u l d  i n i t i a l l y  p r o v i d e  l o a n s  to t h e  p r o j e c t s  a t  9% i n t e r e s t .  
H o w e v e r ,  t h e  A P A  i s  r e q u i r e d  to s e e k  l e g i s l a t i v e  a p p r o p r i a t i o n s  to 
r e p l a c e  t h e  a m o u n t s  e x p e n d e d  f r o m  t h e  f u nd, a n d  t o  c o n v e r t  t h e  
l o a n s  t o  c a p i t a l  i n v e s t m e n t s  o f  t h e  s t a t e  w h i c h  w o u l d  b e  r e p a i d  
u n d e r  S e c t i o n  6 o f  t h i s  b i ll.

5 S e c t i o n  9. T h i s  s e c t i o n  w o u l d  e x e m p t  p r o j e c t s  u n d e r  c o n­
s t r u c t i o n  o r  t h e  e f f e c t i v e  d a t e  o f  t h e  A c t ’f r o m  t h e  r e q u i r e m e n t s  
f o r  l o c a l  s p e c i a l  e l e c t i o n s  u n d e r  S e c t i o n s  3 a n d  4.
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° S e c t i o n  10 w o u l d  r e p e a l  e x i s t i n g  A S  4 4 . 8 3 . 3 9 0  a n d  
4 4 . 8 3 . 3 9 8 ( c ) .  AS  4 4 . 8 3 . 3 9 0  w o u l d  p u r p o r t  to r e s t r i c t  f u t u r e  

L e g i s l a t u r e s '  a b i l i t y  t o . r e a p p r o p r i a t e  f u n d s  u n e x p e n d e d  o n  a 
p a r t i c u l a r  p o w e r  p r o j e c t .  A S  4 4 . 8 3 . 3 9 8 ( c )  p u r p o r t s  to a l l o w  t h e  
A P A  t o  r e t a i n  a n d  e x p e n d  c e r t a i n  f u n d s  w i t h o u t  a p p r o p r i a t i o n .  T h e  
A t t o r n e y  G e n e r a l  a d v i s e s  t h a t  t h e s e  p r o v i s i o n s  a r e  n o t  c o n s t i t u­
ti o n a l ,  a n d  s h o u l d  b e  r e p e a l e d .
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M E M O R A N D U M

TO: All Members

FROM: Representative Eric Sutcliffe

RE: HB 758

DATE: February 15, 1982

Last session the Legislature established a framework for investing 
state money in renewable resource power projects, most notably hydro­
electric projects. Whine this opportunity is an exciting and worth­
while one, it would be a seric* is mistake for the state to be wholly 
taken in by the allure of cheap power through grants for project 
construction. Predicting both future energy needs and future state 
revenues is a risky business. We have a hard enough tir. i predicting 
revenues six months from now, no less a decade fr m  now.

Will there be enough money to provide for all Alaskans as their com­
munities become eligible for power projects? Will cheap power stim­
ulate demand to the point where new, even more expensive projects are 
needed in 10, 20, or 30 years from now (as it has done in Washington)? 
Will sub'-’.dized power attract the kind of industry we want in Alaska? 
Will "artificially cheap" power retard the development of new, more 
diversified energy tech.. jlogies? I question the wisdom of a public 
policy which dispenses billions of state dollars without being able 
to answer these questions.

HB 655, introduced by the Governor, corrects some of tKe problems.
The bill provides for.

1. The repayment of the project's cost in real terms;
2. A  project-specific wholesale price £ . -ower (not a statewide 

rate);
3. Local involvement by requiring an elec. .on before a project

J  „  1 J t
o-o uuii ;

4. A  fu n d  f a t  w i l l  p r o v id e  a  S 'ju rc e  o f  fu n d s  in c a s e  o f  
em erg e n c y .

What motivated the intiwUcLiuu uf HB 753 was LiiaL neither the current 
law nor ilB 655 adequately addressed two major issues: conservation
and equity of benefits.



Conservation should be key component; in any energy ct-rat-pcry.
Simple conservation measures can be quickly implemented yet accrue 
dramatic energy savings; it is a cost-effective substitute for energy 
production. Conservation means efficiency, not deprivation. Studies 
show that consumption of electricity can be reduced by up to 40% 
without affecting a standard of living at all. Conservation benefits 
are permanent. Conservation technologies can create more jobs than 
an equivalent investment in energy production.

The current law mentions the need for conservation without providing 
any direction as to how to attain it; HB 655 does not address the 
subject except in the sense that under this law, power would become 
more expensive and people would therefore use less of it. HB 758 
treats conservation in a different way.

Rafe design by most utilities actually discourages conservation.
The more power you use, the lower the rate you pay. HB 758 would 
reverse this. Utilities purchasing power from a state funded project 
would be directed to set retail rates which would increase as power 
usage increases.

First, utilities would set a rate for 'essential energy' (0 - 250 M i  
per month, sufficient to supply an average household with electric 
lights, radio, washing machine, refrigerator and electric range).
This rate would return only the non-capital costs of that power - 
as if the project were built with a grant. For usages of power in 
excess of 250 KWh per mouth the rates would be progressively higher 
because the capital costs of construction must be paid bade. The 
utility would be required to set seme type of inverted or ascending 
block rate structure which should attempt to encourage conservation.
The public would be involved r'n the rate setting process through public 
hearings.

Under this bill, areas served by a particular project wjuld have 
considerable flexibility to design their own rates. Or.ly the 'essential 
energy' rate would be fixed by statute. Some areas o'uld opt for 
relatively flat rates. Others may choose steeper increases - perhaps 
to avoid massive conversions to electrical space boating which might 
raise the peak load demand to such a level that a new power project 
would soon be needed. Industrial/commercial users could be diarged 
a higher rate than residential users or the same rate.

The advantage of this approach is that the most incentive for con­
servation is for those who consume the most power, i.e., where the 
most potential for conservation ex'sts. By charging higher rates for 
higher consumption, the consumer would have a greater reason to 
weatherize, to construct more energy efficient buildings and convert 
to more energy efficient appllmces.

2



The second question which needa Lu he addressed is equity. There ie 
already too much disparity in benefits to Alaskans without embarking 
on yet another disbursement of public funds without at least attempting 
to address the question of fairness.

The stage is now set for billions of dollars to pass from the general 
fund to the power development fund over the next few years. It is 
interesting to trace the flow of money to the people after the projects 
are constructed. The Terror Lake hydroelectric project slated for 
completion in 1985 is a case in point.

The charts on the following pages show the probable distribution 
of benefits under the current law (SB 25), HB 655 and HB 758. The 
current law would give much greater benefits to large users of power 
than to the average residential user. A  very large power user would 
receive euuuiuus benefit.*, (in Terror Lake's case, the U.S. rv^st 
Guard would receive about $250,000 a month in subsidized power).
HB 655 would reduce the size of the subsidy but the relative inequity 
would be unchanged. HB 758 mitigates this inequity by favoring 
the average residential user. By establishing an 'essential energy' 
rate, everyone's basic energy needs would be provided for equally.

Each session, uuLth so much to do, there is the tendency of every 
legislator to concentrate on his or her areas of interest and rely 
on the counsel of colleagues who have expertise in other issues.
This is inevitable, but occasionally there are key issues which merit 
each member's close scrutiny. Hydro is such an issue, and I would 
urge you to join me in giving this legislation the time and attention 
it demands.
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February 19, 1982

MEM OR AN DU M 1

TO: Representative Rick Halford

Attn: Rick Uehling

FROM: Jack Kreinhede

Research Staffs

RE: Comparison of Hydro Bills -- HB 655, HB 758, and Present Law

Research Request 82-24

Rick Uehling of your staff requested that we prepare a comparative 

analysis of the present energy program for Alaska, as enacted last 

session by SB 25, with HB 655, the Governor's proposed amendments to 

the energy program', and HB 758, the House Resources Committee s u bs ti­

tute for HB 655. In this memorandum, the most important differences 

are summarized below, with more detailed information provided in the 

body of the memo.

SUMMARY O F MAJOR DIFFERENCES

The m os t  significant change made to the present energy program by 

both HB 655 and HB 7 58 is that State investments in hydro or other 

types of power projects would be essentially zero-interest loans, 

rather than direct grants, as under present l a w . 1 This change 

would, of course, greatly reduce the long-term cost to the State 

of development of hydroelectric and other power sources, but 

wo ul d also result in substant !al ly higher power rates to consumers.

• Under HB 655 and HB 758, each power project would be subject to 

approval 'n a special election by the voters residing in the area 

to be served by the project, in addition to legislative approval. 

Approval of hydro projects under present law is solely the re­

sponsibility of the legislature.

1 State investments in hydro projects will be grants under present law, 

unless $5 billion is not appropriated to the power development fund by 

July 1, 1386. Iri that case, i u  percent or tne btaie i n v e s tm e nt . in 

each project would be required to be returned to the State each year.
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• P r e s e n t  l a w  r e q u i r e s  t h e  A l a s k a  P o w e r  A u t h o r i t y  (APA) t o  e s t a b l i s h  

a s i n g l e  s t a t e w i d e  o r  " p o s t a o e  s t a m p "  r a t e  f o r  all h y d r o  p r o j e c t s  

a d m i n i s t e r e d  b y  t h e  A P A .  U n d e r  H B  6 5 5  a n d  H B  7 5 8 ,  s e p a r a t e  w h o l e ­

s a l e  p o w e r  r a tes w o u l d  be ‘e s t a b l i s h e d  by t h e  A P A  f o r  e a c h  h y d r o  

p r o j e c t .

• T h e  m o s t  i m p o r t a n t  d i f f e r e n c e  b e t w e e n  HB  7 5 8  a n d  HB 6 5 5  is t h a t  

t h e  R e s o u r c e s  C o m m i t t e e  v e r s i o n  (HB 7 5 8 )  w o u l d  r e q u i r e  u t i l i t i e s  

w h i c h  p u r c h a s e  p o w e r  f r c m  t h e  A P A  to e s t a b l i s h  retail rat e  s t r u c­

t u r e s  i n c o r p o r a t i n g  -"lifeline" a n d  i n v e r t e d  b l o c k  r a t e s .  T h e  

l i f e l i n e  p r o v i s i o n  r e q u i r e s  u t i l i t i e s  to  c h a r g e  t h e  l o w e s t  r a t e s  

f o r  t h e  f i r s t  2 5 0  k i l o w a t t  h o u r s  u s e d  e a c h  m o n t h ,  w h i l e  l a r g e r  

a m o u n t s  of  p o w e r  a r e  to be p r i c e d  at s u c c e s s i v e l y  h i g h e r  r a t e s .  

L i f e l i n e  a n d  i n v e r t e d  b l o c k  r a t e  s t r u c t u r e s  a r e  r e q u i r e d  o r  a l­

l o w e d  in  a n u m b e r  of o t h e r  s t a t e s ,  b ut a re n ot n o w  u s e d  by  a n y  

e l e c t r i c  u t i l i t i e s  in A l a s k a .

H B  6 5 5

S e c t i o n  1 o f  t h e  G o v e r n o r ' s  b i l l  a m e n d s  A S  4 4 . 8 3 . 3 8 0 ( b ) ,  w h i c h  u n d e r  

p r e s e n t  l a w  s t a t e s  t h a t  a p o w e r  p r o j e c t  m a y  be c o n s t r u c t e d  as p a r t  of 

t h e  e n e r g y  p r o g r a m  o n l y  if a p p r o v e d  by t h e  l e g i s l a t u r e .  H B  6 5 5  w o u l d  

w a i v e  t h i s  r e q u i r e m e n t  f o r  p o w e r  p r o j e c t s  o n  w h i c h  c o n s t r u c t i o n  h a s  

b e g u n  or  is c o m p l e t e d .  H o w e v e r ,  b o t h  p l a n n e d  p r o j e c t s  and p r o j e c t s  

u n d e r  c o n s t r u c t i o n  o r  c o m p l e t e d  w o u l d  be r e q u i r e d  by HB  6 5 5  d e m o n s t r a t e  

e c o n o m i c  f e a s i b i l i t y  u n d e r  Sec. 4 4 . 8 3 . 3 9 4 ,  as a m e n d e d  by the bill. 

Thi s  s e c t i o n  w o u l d  r e q u i r e  t h e  A P A  to b a s e  its d e t e r m i n a t i o n  of e c o ­

n o m i c  f e a s i b i l i t y  u p o n  a f e a s i b i l i t y  s t u d y  o r  r e v i s e d  s t u d y  l e s s  t h a n  

o n e  y e a r  o l d ,  a n d  w o u l d  r e q u i r e  a p pr o v a l  of t h e  A P A ' s  f i n d i n g  by  t h e  

D i v i s i o n  of B u d g e t  a n a  M a n a g e m e n t  in t h e  O f f i c e  of the G o v e r n o r .

S e c t i o n  2 of HB  6 5 5  d e l e t e s  t h e  p o r t i o n  of AS 4 4 . 3 8 2 ( b )  w h i c h  s t a t e s  

t h a t  t he p o w e r  d e v e l o p m e n t  fund i n c l u d e s  p o w e r  r e v e n u e s  w h i c h  a r e  not 

r e q u i r e d  by l a w  to be d e p o s i t e d  i n t o  t h e  g e n e r a l  f u nd. The r e a s o n  f o r  

t h i s  c h a n g e  is a p p a r e n t l y  t h a t  t h e r e  w o u l d  be no  s uch r e v e n u e s ,  as the 

A l a s k a  C o n s t i t u t i o n  p r o h i b i t s  t h e  d e d i c a t i o n  of r e v e n u e s  to s p e c i a l  

f u n d s .

S e c t i o n  3 o f  t h e  bill a d d s  a n ew p a r a g r a p h  r e q u i r i n g  v o t e r  a p p r o v a l  

o f  p o w e r  p r o j e c t s  l o  n S  4 4 . 8 3 . 3 8 4 ( b ) ,  w h i c h  d e f i n e s  t h e  e l i g i b i l i t y  

r e q u i r e m e n t s  f o r  p r o j e c t s  to be f i n a n c e d  f r o m  t h e  p o w e r  d e v e l o p m e n t  

f u nd .
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Section 4 adds a new section to chapter AS 44.83, specifying the re­

quirement and process for voter approval of power projects. Basically, 

the section requires the APA to prepare a written determination of the 

amount of money intended for construction or acquisition of a power 

project, and the anticipated impacts of the project on the area in 

which it is located. This determination must be submitted to the 

Division of Elections, the Division of Budget and Management, and 

to each legislator. The Division of Elections is then to conduct 

a special election in which the voters to be served by the project 

approve or disapprove the project. The Division is required to d is­

tribute the APA's description of the cost and impacts of the project to 

voters before the election is held. An additional election must be 

held if a "substantial" change in the project requires additional 

funds.

Section 5, as mentioned previously, amends AS 44.83.394 by requiring 

th e APA to base its determination of economic feasibility for a power 

oro.iect on a feasibility study or revised study less than one ye a r old. 

Un d er  present law, the APA is to assess economic feasibility by d et er­

mining if a project is capable of providing revenue sufficient to 

return 5 percent of the State's investment in the project on an annual 

basis. Section 5 also requires the Division of Budget and Management 

to approve the APA's finding of economic feasibility.

Sections 6 and 7 are the most important parts of the Governor's bill. 

These sections change the present law program of State grants for power 

projects to a loan program in which the State's investment in each 

project, with adjustments for inflation, is to be repaid through power 

sale revenues over a period of 33 and 1/3 years. Section 6 would also 

require the APA to establish a separate wholesale power rate for each 

po w er  project, in contrast to present law, which provides for a single, 

statewide power rate based on the costs of all power projects a dm i n­

istered by the APA.

U n d e r  present law, the APA is to establish a wholesale power rate which 

returns revenues sufficient to pay for the cost of operation, m a i n­

tenance, inspections, and debt service, if any, for the power projects 

it constructs or aquires under the energy program. If at least $5 b i l­

lion is not appropriated by the legislature to the power development 
fi;nw Kw .inly i  ̂ i q r a  ̂ t he APA is required to raise its wholesale rate 

to a level which will return annually either 10 percent of the State's 

investment in the power projects, or the costs listed above, whichever 

is higher (the 10 percent return w ou l d almost certainly be higher for 

many years, until inflation in operational costs increased these costs 

to a higher level).
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Section 6 of HB 655 requires the APA to set its wholesale power rates 

for each project at a level which will recover the costs of operation, 

maintenance, inspections, and debt service, plus the return of the 

State's investment in the project, as adjusted for inflation, over a 

33-1/3 y e a r  period. Section 7 specifies the method the APA is to 

use to calculate the annual return of the State's investment. The 

inflation adjustment is to be based on the average nationwide rate of 

inflation over the preceding 33 y e a r  period, as indicated by the C o n­

sumer Price Index. The rate of inflation is to be recalculated every 

10 years. The amount to be returned to the State each year is equal 

to the previous year's .return multiplied by the inflation factor. 

After 33-1/3 years, no additional return to the State is to be made, 

unless the State makes additional investments in the power project.

The apparent intent of this approach is to ensure that the State re­

covers the real value of its investment in power projects. By a d­

justing the return to the State for inflation, the amount the State 

receives at the end of the 33-1/3 yea r period should have app ro xi­

m a t e l y  li i t?  same buying power as the amount invested in each power 

project. I have enclosed a set of tables prepared by the Division of 

budget and ma na gement which show the estimated amounts which would 

be returned to the State from each project under HB 655. Although 

the financing approach in HB 655 obviously would greatly reduce the 

cost to the state of developing power projects in comparison to the 

energy program under present law, there wou ld  still be a substantial 

State subsidy involved in terms of the foregone earnings on the power 

project investments.

While HH 655 w o u l d  reduce the cost of power development, it w o u l d  do so 

at the expense of highe r power rates to consumers of electricity from 

power projects under the energy program. An earlier memorandum by 

this agency estimated the approximate differences in wholesale power 

costs which would result under present law and under HB 655. This 

m e mo ra nd um  is attached for you r information.

Section 8 of HB 655 creates a power project emergency m aintenance fund, 

which is intended to pay the cost of maintenance and equipment replace­

ment if other appropriations are not available or are insufficient. 

Money used from the fund becomes a loan at an interest rate of 9 p e r­

cent: however, the loan may be converted to a grant through an approp­

riation for that purpose from the legislature.

Section 9 waives the voter approval requirements established by sec­

tions 3 and 4 for projects already under construction. Section 10 

repeals parts of present law pertaining to the reappror riation of funds 

by the legislature and the deposit of certain funds in the general fund.
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COM PA RI SO N OF HB 655 AND HB 758

Mos t of HB 758 is very similar in effect to HB 655, although a number 

of minor clarifications and other wording changes are made throughout 

the bill. The most important difference between the two bills is the 

addition in HB 758 of subsections requiring utilities which purchase 

po we r from the APA to establish rate structures which include "life­

line" a n d  inverted block rate provisions. Lifeline pricing refers to 

the setting of rates for a basic amount of power at low levels, in 

order to provide the amount of power necessary for basic household 

oper at io n at affordable rates.

In HB 758, utilities are required to provide the first 25 0 kilowatt 

hours (KWH) of monthly consumption at the lowest rate. Larger amounts 

of power are to be priced at successively higher rates. This type of 

in cr easing rate structure is known as inverted block rates -- inverted 

because utilities have historically charged lower rates for increasing 

amounts of power. No electric utilities in Alaska presently have 
either lifeline or invert.pH hinrt' r s t a ^  2 ! though Mun ic ipa l L ig h t  ar.d 

Power in Anchorage does have a flat rate structure, charging the same 

rate regardless of the amount of power used. A number of other states 

have either required or allowed lifeline or inverted block rates. The 

rationale behind inverted block rates is generally to encourage con­

servation of electric power, and/or to reflect the higher cost of new 

generation facilities in the rates paid by large power users.

There appear to be some possible problems in the present version of 

HB 758 regarding the authority of the Alaska Public Utilities C om m is­

sion (APUC) over retail power rates. In section 8(h) of the bill, it 

states that "for residential consumers the utility shall specify suc­

cessively higher ranges of power usage to which successively higher 

rates within its rate structure apply." It appears that this language 

could conflict with the APUC's authority over rates for utilities 

regulated by the APUC. A second potential problem is in section 8(i), 

which provides that if the Alaska Power Authority determines that a 

higher retail power rate is necessary in order to allow a utility to 

pay the APA wholesale power rate, the APA may authorize that higher 

rate. Thi s provision wou ld  seem to create a jurisdictional conflict 

between the Power Authority and the Public Utilities Commission for 

utilities regulated by the APUC.

The second major difference between HB bbb and HB 758 is that the 

33-1/5 .year 'repayment period for State investments in power projects is 

changed in HB 758 to be 33-1/3 years or three-fourths of the life of 

the p ow er  project, whichever is less. Most hydro projects have economic 

lives of 50 y ea rs  or more, but other types of power projects such as 

wind turbines, coal plants, and so on commonly have shorter life spans.



Representative Rick Hal fore! 

February 19, 1982 

Page 6

This change insures that the State's investment will be repayed while 

the power project is stiill in operation to make the repayment.

I hope this comparison of the three approaches to power development in 

Alaska is helpful. If you have any questions or would like additional 

information, please don't hesitate to contact me.

JK /b f

Attachments

'
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LOW D E M A N D * *  . H I G H  D E M A N D * A N N U A L  COST LOW DEMAND*!! H IG H  D E M A N D *
IN M I L L I O N S  OF IN M I L L I O N S  OF IN M I L L I O N S D OL L A R  C OS T  P E R D O L L A R  CO ST  PER

Y E A R K I L O W A T T  HOURS K I L O W A T T  H OU RS OF D O L L A R S K I L O W A T T  HO U R K I L O W A T T  HOUR

1985 5.67 6.38 1.54 0.27 0.24
1986 5.96 6.87 1.60 0.26 0.23
1987 6.2 7 774-0 ' 1.67 0.26 6.22
1988 6.60 7.96 1.75 0.26 0.21
1939 6.94 8. 5 8 1.82 0.26 0.21
1990 7.30 9.24 1 .90 0 0.20
1991 7.68 9.95 “1 . 98 0 . ;-s 0.19
19 9 2  • 8. 08 10.72 2.07 0.25 0.19
1993 8.50 11.54 2.16 0.25 0.18
1994 8. 95 12.43 2. 2 5 0 .25 0.18
1995 9.41 13.39 2.35 6 .24 0.17
1996 9.90 14.42 2.46 0.24 0.17
1997 10.42 15.53 2.56 0.24 . 0.16
1998 10. 96 16.72 2.6 8 0.24 0.16
1999 ' 11.53 18.01 2.80 ~ 0 .24 0.15
2000 12.13 19.40 2.92 0.24 0.15
2001 12.76 20.89 3.05 0.23 0.14
2 00 2  . 13.42 22.50 3.19 0.23 0.14
2t)03 14.12 24 . 00 3.33 0.23 ........... 0.13 '
2004 14.85 24.00 3 .48 0.23 0.14
20 05 15.63 24.0 0 t  fX A A t  V « (. J ■ 0 . 13
*UUb • 1 b . '1 24.00 3.80 0 .23 0.15
2007 17.29 24.00 3.97 ' 0.22 0.16
2008 18.19 24.00 4.1 5 0.22 0.17
2009 19.14 24.00 4.34 0.22 0.18
2010 2 0. 13 24.00 4.53 0.22 0.18

' '2011 ..... " " 2 1 . 1 8 24 . 60 4. 7 4  " ------------  "  '0 ".'22............ 0.19
2012 2 2.2 8 24.0 0 4.96 0.22 0.20
2 013 2 3.44 2 4.00 5.18 ' 0.22 0.21
2014 24 .00 24.0 0 5.42 0.22 0.22
2015 '24.00 24700 5.67 ....... .......... 0".23--------- 0.23
2016 24.00 24.0 0 5.94 0.24 0.24
2017 24.00 . 24.00 6.21 0.25 0.25
2018 24.0 0 24.0 0 3.15 0.13 0.13

LOW G R O W T H  R A T E  = 
HI G H  G R O W T H  R A T E  =

5.2 P E R C E N T  
7.7 P E R C E N T

TiflfOWTFr 'R7TT EEPninJEfTAH D U R n P  T L T E D " T t n  95 0- T O T A 'PEr Cl: TR'Il!nTf~S7CL'£^”r N’T  R'fl'JEm'P. C7u----------
1980 H Y D R O P O W E R  S ALES  A RE  S U B T R A C T E D  FRO M T OTAL S A L E S  TO O B T A I N  P R O J E C T  H Y D R O P O W E R  DEMAND. 
K H I G H D E M A N D  F R O M F E A S I B I L I T Y  S T U D Y  E X P E C T E D  DEMAND.
XX L OW  D E M A N D  F R O M  F E A S I B I L I T Y  STUDY.'
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•

P E R I O D P R I N C IP A L I N F L A T I O N  ADJ • D  n i ADJ R E P A Y M E N T
EN D I N G R E P A Y M E N T R E P A Y M E N T COST PL U S  O X M  COST

19S5 1 , 3 8 0 , 0 0 0 1 , 3 8 0 , 0 0 0 157,30 0 1, 53 7, 3 0 0
1906 1 ,3 0 0 , 0 0 0 1 , 4 35 ,2 00 168,3 00 1. 60 3, 5 0 0

'■ .... ' "IVA7 ' 1 , 3 8 0 , 0 0 0 1, 4 1 2 7 5  Of) 1 8 orrii 0 1, 67 2, 7 0 0
1908 1 ,3 8 0 , 0 0 0 1 , 55 2, 30 0 192,700 1,745 ,00 0 .
198 9 1 ,3 8 0 , 0 0 0 1 ,6 14, 4 0 0 206,20 0 1, 82 0, 6 0 0
199G 1 ,3 8 0 , 0 0 0 1 , 6 7 9 , 0 0 0 2 2 0 , 60 0 1 . 8 9 9, 60 0

................... . T9'91 ■ "r,"i8'0",ooo ' ' 1, 74 6 , 1 00  ' 236 ,H o 1, 9T2,2o6
1992 1 , 38 0 , 0 0 0 1 ,8 1 6 , 0 00 2 52 , 6 0 0 2 , 0 6 8 ,6 0 0
1993 1 , 3L0 ,00 0 1 ,8 8 8 , 6 0 0 2 70 ,3 0 0 2 , 1 5 3 ,9 0 0

• 1994 1 , 38 0 , 0 0 0 1, 9 6 4 , 2 0 0 2 89 , 2 0 0 2 .2 5 3 . 4 0 0. . .  . . 1 W 5 1 ,3 8 0 7 O F O - 2 , 0 4 2 , 70 0 30 9,40 0 2,352,2o'o
1996 1 , 38 0 , 0 0 0 2 , 1 2 4 , 4 0 0 3 3 1 ,1 00 2 ,4 5 5 , 5 0 0

• . 1997 1 , 38 0 , 0 0 0 2 , 2 0 9 , 4 0 0 3 54 ,30 0 2 , 5 6 3 , 70 0
1998 ' 1 , 3 8 0 , 0 0 0 2 . 2 9 7 , 8 0 0 379,1 00 2 , 6 7 6 , 90 0
i V vv ■■ 'i;380 , 000 2 , 3 8 9 , 7 0 0 4 (5"5, 6  6 o 2 ,7 9 5 , 3 0 0
2000 1 , 38 0 , 0 0 0 2 , 4 8 5 , 30 0 43 4, 00 0 2 ,9 1 9 , 3 0 0
2001 1 . 3 8 0 . 00 0

1 . 3 8 0 . 00 0
2 , 53 4 , 7 0 0 46 4, 40 0 3 ,0 4 9 , 1 0 0 •

2002 2 , 6 8 8 , 1 0 0 49 6, 90 0 3, 185.0 00
' 2 00 3 1 , 380, 000' 2,7 95, 600 53 1, 70 0 3 , 32 7 , 3 0 0

• 2 00 4 1 , 3 8 0 ,0 0 0 2 , 9 0 7 , 4 0 0 56 8 . 9 00 x . /. 7 a . x n n

2003 1 , 3 8 0 . 0 0 0 3 . 0 2 3 . 7 0 0
3 . 1 4 4 . 7 0 0

6 08 ,70 0 3 , 6 3 2 ,4 0 0
ZUUfc 1 , 3 8 0 ,0 0 0 651 , 300 3 , 796 ,000

................. " 2 0 0 / : ■ '1','380 , 00 0“ ■" 3 ,2 7 0 , 5 0 0 6 98 ,90 6 3 7 9 6 774 66
20 08 1 , 3 8 0 , 0 0 0 3 , 4 0 1 , 3 0 0 7 45 , 7 0 0 4 , 1 4 7 . 00 0

200 9 i , 38 0, 0 0 0 3 , 5 3 7 , 3 0 0
3 , 6 7 8 , 8 0 0

7 97 ,90 0 4 , 3 3 5 , 20 0 1

2010 1 , 3 8 0 , 0 0 0 8 5 3 , 7 0 0 4 , 5 3 2 , 6 0 0

........  2 0 1 1 " ... " 1 , 3 8 0 , 0 0 0 .... 3,826 , 000 9r3,500 4 »/ 3 9 ,50 0 |

2012 1, 3 8 0 , 0 0 0 3 , 9 7 9 , 0 0 0 977,500 4, 9 5 6 , 5 0 0
5 ,1 8 4 , 1 0 02013 1 , 3 8 0 , 0 0 0 4 , 1 3 8 , 2 0 0 1 , 0 45 ,9 0 0 • 1

2014 1 , 3 8 0 , 0 0 0 4 , 3 0 3 , 7 0 0 1 , 1 1 9 , 1 0 0 5 ,4 2 2 , 3 0 0

' " -  ...... 2013 1 , 3 8 0 , 0 0 0 '4 , 475; 900' 1 , 1 97 ,4 00 5 , 8 7  J ,7 0 0
2016 1 ,3 8 0 , 0 0 0 4 , 65 4 , 9 0 0 1 ,2 0 1 , 3 0 0 5 , 9 3 6 , 1 0 0
2017 1 , 3 8 0 ,0 0 0

4 60 , 0 0 0
4 , 84 1 , 1 0 0 1 ,3 7 0 , 9 0 0

1 ,4 6 6 , 9 0 3
6 , 2 1 2 , 00 0

2018 1 ,6 7 8 , 2 0 0 3 ,1 4 5, 10 0

T OT A L 46,000,000■ 93 ,0 4 6 , 8 0 0 2 0 , 1 7 5 , 5 0 0 1 1 3 , 2 2 2 , 4 0 0

... . ----- 3 f ' t ' R C E n T ~ U r - ' T K U R n m " R E P ' A I D  EA C H  YEAR. H U N K E R OF Y E A R S  TO PAY Ol-F P R I N C I P A L  IS 33.333.
I H F L A T I O M  R A T E  OH P R I H C I P A L  = 4 P ER C E N T .  IHFL AT 1 01 R A T E  ON 0 X M = 7 PERCENT.
F IRST Y E A R  O XM  COST D A S E D  ON APA R E POR T. FIRST YC/.R O X M  COS T IN 1981 D O L L A R S  IS 0120, 000 .

" F L AHN ED "F1R 3 1 Yb"A'R~0 h~CUflSTRU'CTl OH IS 1 
C O N S T R U C T I O U ^ C O S T  OF P R O J E C T  IS • 46,

982. C O N S T R U C T I O N  TINE  IS 
0 00 , 0 0 0  DOL LAR S.

3 Y EARS’.

y I J.
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S T A T E  OF A L A S K A
 m Tr cF Trr Ti TE r &o vE R ir a K-------
D I V I S I O N  OF D U D G E T  A N D  M A N A G E M E N T

B R A D L E Y  L A K E  H Y D R O E L E C T R I C  P R O J E C T

R01

Y EA R

LOW D E M A N D * *
• ZN M I L L I O N S  OF 

K I L O W A T T  H O U R S

H I G H  D E M A N D *  
IN M I L L I O N S  OF 
K I L O W A T T  H O U R S

A N NU AL  COS T 
IN M I L L I O N S  
OF D O L L A R S

• L O W  D E M A N D *  
D O L L A R  C O S T  P ER  
K I L O W A T T  HOUR

H I G H  D E M A N D *  
D O L L A R  CO S T  PER  •• 
K I L O W A T T  HOU R

1990 32 0. 00 320.0 0 21.51 0.06 0.06
1991 320. 00 320 .00 2 2.5 9 0.07 0.07

..................... 1 9 9 2 ..... ' ----  320.'00' 320. 00 " ....  23'. 72 o . o r ~ 0.07
1993 320.00 320.00 2 4.91 0.07 0.07
1994 320. 00 • 3 2 0 . 0 0 26 .17 0 . 08 0.08 !|
19 9 r 320.0 0 32 0.0 0 27.50 0.08 0.08

‘ ' " 1996' “ 320 .00 320. 00 23. 90 0.09 0.09 1
1997 320.00 32 0 . 0 0 30.38 0.09 0 .09
1998 320.00 320.00 31.94 0.09 0.09
1999 320.00 320. 00 3 3.5 9 0 . 1 0 0 . 1 0
20 Ufl 320 . 00 320.00 35.33 0 . 1 1 0 . 1 1
2 0 0 1 320.00 320 . 00 37. 17 0 . 1 1 0 . 1 1
2 0 0 2 320.00 32 0 . 0 0 39.11 0 . 1 2 0 . 1 2
2003 320.00 320.00 41.16 0 . 1 2 0 . 1 2

’" 20 04 “320.00 320.00 4 3.32 0.13 0.13
20 0 ? 320.00 320 .00 45.61 0.15 0.14
2006 320 . 00 320.00 48.03 0 .15 0.15
2007 320.00 320.00 50.58 0.15 0.15

---- ----- --- "■’ 20 0 8 ---- 3 2 0 . 0 0  * 32 0.0 0 53.23 0 . i '6 0 ,16
2009 320.00 32 0.0 0 56.14 0.17 0.17 !0 r \ 1 akW 4 V 320,00 J 2 U .UU 3 7.1/ u.xo u.xo
2 0 1 1 320.00 320 . 00 62.37 0.19 0.19

..... . .........  '2 0 1 2 ' " 320.00 320 .00 6 5,75 0 . 2 0 0 . 2 0  !
2013 320. 00 3 20 . 0 0 6 5.33 0 . 2 1 0 . 2 1
2016 . 320.0 0 320.0 0 7 3. 13 0 . 2 2 0 . 2 2
2015 320.00 320.0 0 77. 0.24 0.24
2 0116 " 3 2 0 . 0 0 ....... ......320.00'"' " " ’ 61.40 0 .25 0.25
2017 320 . 0 0  • 32 0.0 0 8 5. 9 0 0.26 0 .26
2013 32 0.0 0 32 0.0 0 ' 90.67 0.28 0.28
2019 320.0 0 320. 00 95.73 0.29 0.29

""2020 ' 32 0. 00  . ' 320V0 O' "" 01.09 0711 ' OPS 1 ...... . " -
2 0 2 1 320.00 32 0.0 0 06.77 0.33 0.33
2 0 2 2 32 0.0 0 320 .00 12.79 0.35 0.35
2023 320.00 32 0.9 0 8 4.30 0.26 0.26 -

LOW G R OW TH  
H IG H  GRowr;

R A T E  = 5.0 P E R C E N T  
R A T E  = 6.5 P E R C EN T

•

1980 H Y D R O P O W E R  SA LES  n<xE S U B T R A C T E D  F R O M  T OT AL S A L E S  TO O B T A I N  P R O J E C T  H Y D R O P O W E R  DEMA ND.
X HIGH D E M A N D  F RO M  F E A S I B I L I T Y  S T U D Y  E X P E C T E D  DEMAND.
XX LOW D E M A N D  F RO M F E A S I B I L I T Y  STUDY. Ill THIS CASE, G R O W T H  R A T E S  H A V E  I N S I G N I F I C A N T  EFFECT, B E C A U S E  Of CAPACI

- R A I H T 7
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.DATE = 1/28 /82
; T IM E  = 14545"
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S T A T E  OF A L A S K A
-------------- OF F IC1TTJF“T H L"TRJ V ERTTCJR
D I V I S I O N  OF B U D G E T  A N D  M A N A G E M E N T

D R A D L E Y  L AK E  H Y D R O E L E C T R I C  P R O J E C T

W

&

< &

V/

W

w

L . ..

W

I

#  j
i

M

P E R I O D
E N D I N G

P R I N C I P A L
R E P A Y M E N T

I N F L A T I O N  ADJ 
R E P A Y M E N T

0 & M 
COST

ADJ R E P A Y M E N T  
PI US O &M  COST

1990
1991 
T 4 W
1993
1994
1995
* m r
1997
1998
1999

T O W
2 0 0 1
2 0 0 2
2003
T O ‘04'
2005
2006 
2007

T O W
?nnQ
2 0 1 02011
T 0 T 2 "
2013
2014
2015 
T  017"
2 0 1  7 
2018 
2'J 1 9

T O W  
2 021 2022 
2023

TOTAL

1 4 . 3 4 0 . 0 0 0
1 4 . 3 4 0.000

T47370,000
1 4 . 3 4 0 . 0 0 0
1 4 . 3 4 0 . 0 0 0
1 4 . 3 4 0 . 0 0 0

"1773177010"
1 4 . 3 4 0 . 0 0 0
1 4 . 3 4 0 . 0 0 0
1 4 . 3 4 0 . 0 0 0  
T47"34 0 , 0  70"
1 4 . 3 4 0 . 0 0 0
1 4 . 3 4 0 . 0 0 0
1 4 . 3 4 0 . 0 0 0  
T47370'7o'0o
1 4 . 3 4 0 . 0 0 0
1 4 . 3 4 0 . 0 0 0
1 4 . 3 4 0 . 0 0 0  

T473T0T0W 
i a . 3 4 0 . nnn
1 4. 3 4 0 . 0 0 0  
14 , 3 4 0 , LOO
1 7 7 3 7 0 7 0  07'
1 4 .3 4 0 . 0 0 0
1 4. 3 4 0 . 0 0 0
1 4. 3 4 0 . 0 0 0  
T 4 T 3 7 0 7 0 W
1 4 .3 4 0 . 0 0 0
1 4. 3 4 0 . 0 0 0
1 4. 3 4 0 . 0 0 0
T47T417O10'
1 4. 3 4 0 . 0 0 0
1 4 .3 4 0 . 0 0 0  
4 , 7 8 0 , 0 0 0

4 7 8 , 0 0 0 , 0 0 0

1 4 ,3 4 0 , 0 0 0
1 4 .9 1 3 . 6 0 0
T5T51'07100
1 6 . 1 3 0 . 5 0 0
1 6 . 7 7 5 . 8 0 0
1 7 . 4 4 6 . 8 0 0  
"la, 144,6'q o
1 8 . 8 7 0 . 4 0 0
1 9 . 6 2 5 . 2 0 0  
2 0j_410,200

“2 1 , 22 7 7 0 0 0“
22 . 0 7 5 . 7 0 0
2 2 . 9 5 8 . 7 0 0
2 3 . 8 7 7 . 1 0 0
2 478 o 271 o o
2 5 . 8 2 5 . 4 0 0
2 6 . 8 5 8 . 4 0 0  
2 7, 9 3  2_j_8 0 0_

“297050, 0 0 0 
3 0 . 2 1 ? . non
3 1 . 4 2 0 . 5 0 0  
3 2 , 6 7 7 , 3 0 0  

T 379T 47W 7
3 5 . 3 4 3 . 8 0 0
3 6 . 7 5 7 . 6 0 0
3 8 . 2 2 7 . 8 0 0  
" 3 9 7 7 5 0 7 9 0 0 "
4 1 . 3 4 7 . 2 0 0
4 3 . 0 0 1 . 1 0 0
4 4 . 7 2 1 . 1 0 0  

"47757 07(515 O’
4 8 . 3 7 0 . 4 0 0
5 0 . 3 0 5 . 2 0 0
1 7. 4 3 9 . 1 0 0

9 6 6 , 8 7 8 , 4 0 0

7 , 1 7 0  
7 ,6 71 
5 7 2 0 8  
8 , 7 8 3  
9,398 

10,0 56 
T O ,  7 W  
1 1, 51 3 
12 , 3 1 9 
1 3_i_l G 1 
1 4 , l'OT 
15,0 91 
16 , 1 4 8 
17.^278 
1 8 , 4 8 8  
19 , 7 8 2 
2 1 , 1 6 7  
22,6 48  
"27,7'37

O R  O l  A
•. —  r r w  \J

27 , 7 4 6 
2  9 , 6 8JB

, 0 0 0
_»_9 0 0
,907
,600
,400
,300
, 300 
,500 
,500

, 600" 
, 90 0. 
,300 
,700 
72 0 0" 
,400 
, 2 0 0  
,900
7 7 0 7
O f% 0 | UVU

, 0 0 0
, 2 0 0

37,766,400"
3 3 . 9 9 0 . 1 0 0
3 6 . 3 6 9 . 4 0 0  
3 8 , 9 1 5 , 3 0 0
7 1 7 ( 7 4 7 7 0 7
4 4 , 5 5 4 , 2 0 0
4 7 , 6 7 3 , 0 0 0
5 1 . 0 1 0 . 1 0 0

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

9 1 9 , 6 2 7 , 9 0 0

2 1 ,5 1 0
2 2 , 5 8 5
7 3 7 7 1 0
2 4 ,9 1 4
26 ,1 74
27_i_503
T 8 , 904 
3 0 , 33 3  
3 1 ,9 4 4  
3 3 , 59 2

, 0 0 0
,500
7 1 1 7
,100
, 2 0 0
,100

3 5 ,3 31  
3 7 ,1 67  
39,10 7 
4 1 , 1 5 5

,900 
,900 
,700 
t 100

4 3, 3 2 0 
4 5, 6 0 7 
4 8 , 0 2 5  
50, 531 
"577237

, 2 0 0 "  
,600 
, 1 0 0  
,800 
; t o 7  
,800 
,600 
T O O ,  
, 4 00“

59 , 1 6 6 , 5 0 0  
62,_365j.600 

'0 ,80 0" 
6 9 , 3 3 3 , 9 0 0  
7 3 , 1 2 7 , 0 0 0
7 7 . 1 4 3 . 1 0 0  

T T T 7 4 6 7 3 0  7
8 5 , 9 0 1 , 4 0 0
9 0 .6 7 4 . 1 0 0  
9 5 ,7 3 1 , 3 0 0

T O T ,  0 1 0 7 7 0 0“
10 6 . 7 7 1 . 9 0 0
1 1 2 . 7 9 4 . 9 0 0
8 4 . 3 0 3 . 1 0 0

1 , 8 8 6 , 5 0 6 , 7 0 0

T " P  ER-C EN T“0 F“P R ITIC I P / r T T E P  A T D W A ' C  ll'YEART" 
I N F L A T I O N  R A T E  ON P P I N C I P A L  = 4 P ERC ENT .
F IR ST Y E A R  0 4 M  C O. T  = 1.5 P E R C E N T  OF C O N S T R U C T I O N  COST.

"TIUM5GIITF"YEA'R'S— T O T W T F F T R i n C l  P"ATTT'3I73T3' 
I N F L A T I O N  R A T E  ON 0 & M  = 7 P ERC EN T.

"PITAIIH E D ~ F 1 R  5 T - Y E A T T O  FTTON 5 7 R U C T 7 0 N’TS"T'9 8'3 7“
C O N S T R U C T I O N  C OS T OF P R O J E C T  IS ■ 478, 0 00 , 00 0  DOL LA RS .

7 0 1157  R U  C T I O I T T T  R  E  T  5 7 ~ Y  E  A R 5 7
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DATE = 1/28/82
* t i m e - **

'i .

.1** i 4/ " ' O F F I C E  OF  T H E " C T 7 E R N 0 R  
D I V I S I O N  OF B U D G E T  AND M A N A G E M E N T

G R E E N  L A K E  H Y D R O E L E C T R I C  P R O J E C T

•
— ,

i
LOW D E M A N D * * HI G H D E M A N D * A N N U A L  COS T LOW D E M A N D * * HI G H D E M A N D *

.i IN M I L L I O N S  OF IN M I L L I O N S  OF IN M I L L I O N S D O L L A R  C OS T  PE R D O L L A R CO S T  PER
• Y E AR K I L O W A T T  H O U R S K I L O W A T T  H O U R S OF D O L L A R S K I L O W A T T  H O U R K I L O W A T T  H O U R

•
1982 11.59 12.00 2.70 0.23 0.22
1983 19.29 19. 98 2.89 • 0.19 0.18

" 1 9 8 9 " 1/ . 0 8 " I B . 12' " " 2. 98 o : 17 0.16j, 1985 20.08 21.96 3.13 0.15 0.19

1 ( W - h
1986 23.25 t 25.0 0 3.29 0.19 0.13

• - M 1987 26.59 28.7 5 3.95 0.12 0.12
' 1988 3 0. 12 32.73 3.63 0.12 0.11
1989 33.86 36.99 3.81 0.11 0.10
1990 37 .76 91.91 9.01 0.10 0.09
1991 91.90 96 .15 9.22 0.10 0.09

i 1992“ 96.27 '51.17' 9.93 0.09 0.08 '' ' '
1993 5 0. 8 8  ■ . 5 6. 99 9.67 0.09 0.08

i 1999 55.79 60.00 9.91 0.08 • 0.08
L ... . 1995 60.00 60.00 5.17 0.08 0.03

19 96 60.00 60.00 5.99 0.09 0". 0 9
1997 60.00 60.00 5.72 0.09 0.09
1998 60.00 6 0.00 6.03 0.10 0.10
1999 60.00 60.00 6.35 0.10 0 .10
2000 60.00 • 60.00 6.69 0.11 0.11

1 2001 60.00 60.00 • 7.05 0.11 0.11
i onno * /A O Auv • vu u u . u u 7.93 0 . 12 u . i 2
I... 2003 • 60.00 60.00 7.83 0 .13 0.13

2009 60.00. /TO .DO 8 .23 0.13 0.13
2005 60.00 60.00 8.70 0.19 0.19
2006 60.00 60.00 9.18 0 .15 0.15

,,M>._ . . . 2007 60.00 60.00 9.68 0.16 0.16

( • i 2 U 08 CO. 00 6 0.00 10.22 0.17 0.17

V O 2009 60.00 60.00 10.78 0.17 0.17
I 2010 • 60.00 60.00 11,38 0.18 0.18 ■

2011 60.00 60.00 12. 0? 0.20 0.20
HO 1 id. '60.00 5 O’. 0 0 12.69 0.21 0721
2013 60.00 60.00 13.90 0.22 0 .22
2019 • 60.00 . 60.00 19.16 0.23 0.23
2015 60.00 60.00 10.58 0.17 0.17

Luis' G R O WT H R A T E  = 5.5 P E R C E N T . • , I ,

i
L.

HI GH  G R O UT H R A T E  = 6.0 P E R C E N T

( GKUWIII R A T E S  IN D E M A N D  A RE  A P P L I E D  TlT 1980 T U T A L E L E C T R T C T T Y S  A L E S i N  P R O J E C T  AREAT
1980 H Y D R O P O W E R  S A L E S A RE  S U D T R A C T E D  FR OM  T OTA L S A LES  TO O D T A I N  P R O J E C T  H Y D R O P O W E R D E M A N D
X H I G H  D E M A N D F R O M  F E A S I B I L I T Y  STUDY.
MX LOW  D E M A N D F R O M  A HN U A L  G R O W T H RATE, Y E A R S  1976 T H R O U G H  1980.

90

»»
1
« i

• ! "1 ' !'l •

• , ' •
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D A T E  = 1 / 2 8 / 3 2
TIM E”=”W n f 7 —

STATE OF ALASKA
 OTrFI£E-U F T H E -'GtfDERinJK—
D I V I S I O N  O F ' B U D G E T  A ND  M A N A G E M E N T

P E R I O D P R I N C I P A L I N F L A T I O N  ADJ ' 0 ill ADJ R E P A Y M E N T
E N D I NG R E P A Y M E N T R E P A Y M E N T COST PLUS  o :m  COST

’• 1982 1 , 8 0 0 , 0 0 0 1 , 8 0 0 , 0 0 0 9 00,0 00 2 , 7 0 0 , 0 0 0
1983 1 , 8 0 0 , 0 0 0 1 , 8 7 2 , 0 0 0 9 63,0 00 2 , 8 3 5 , 0 0 0

1 ............. .. T984 “ -T ' 17505, 0 0 0 1 , 9 4 6 ,5 0 0 1 , 0 3 0 , 40 0 2 , 9 / 7 , 3 0 0
1985 1 , 8 0 0 , 0 0 0 2 , 0 2 4 , 8 0 0 1 , 1 0 2 , 5 0 0 3 , 1 2 7 , 3 0 0
1986 1 , 8 0 0 , 0 0 0 2 , 1 0 5 , 7 0 0 1 , 1 7 9 , 7 0 0 3 , 2 8 5 , 5 0 0
1987 1 , 8 0 0 , 0 0 0 2 , 1 9 0 , 00 0 1 , 2 6 2 , 3 0 0 3 . 45 2 , 3 0 0

........  ....... *'1988 1 , 8 0 0 , 5 0 0  ' 2 , 2 7 7 , 6 0 6 1 , 3 5 0 , 7 0 0 3 , 7 2 8 , 2 0 0
1989 1 , 8 0 0 , 0 0 0 2 , 3 6 8 , 7 0 0 1 , 4 4 5 ,2 0 0 3 , 81 3 , 9 0 0
1990 1 , 8 0 0 , 0 0 0 2 , 4 6 3 , 4 0 0 1 ,5 4 6 , 4 0 0 4 , 0 09, 800
1991 

--- -------------
1 , 8 0 0 , 0 0 0  
i .« n n . n n rt

2 , 5 6 2 , 0 0 0
n

1 , 6 5 4 , 6 0 0  
i . T i n  . Ann

4 , 2 1 6 , 6 0 0  
6 . A 3 6 . Q A ft

'•j
> ii

1993 
19 9 A 
1995 

“T O W
1997
1998
1999 

“2 W 0 “
2 0 0  1 
2 0 0 2  
2003 

"25 04“
2005
2006 
2007

"2003"
2009
2 01 0  
2 01 1

■'2(rir
2013
2014
2015

1 , 8 0 0 , 0 0 0  
1 , 8 0 0 ,0 0 0  
1 , 8 0 0 ,0 0 0  
T78'0'C, (TO £T 
1 , 8 0 0 , 0 0 0  
1 , 8 0 0 , 00 0  
1 , 8 0 0 . 0 0 0  
T T S O ' O T O W  
1, 8 0 0 , 0 0 0

1,800 
*17*850' 
1,800 
1,800 
1 , 0 0 0  
*1780 0' 
1,800 
1,800 
1,800 
*17850' 
1,800 
1,800 

600

, 0 0 0
r o w
, 0 0 0
, 0 0 0
, 0 0 0
7050"
, 0 0 0
, 0 0 0
, 0 0 0
70'0'tr
, 0 0 0
,ooo
, 0 0 0

2 , 7 7 1 , 0 0 0  
2 , 8 8 1 , 8 0 0  
2 , 9 9 7 , 1 0 0  

~ 5 7 T n 7 W ( T  
3 , 2 A 1 ,7 0 0 
3 , 3 7 1 , A 0 0 
3 , 50 6 , 2 0 0  

~37*64'675'0'(r 
3 , 7 9 2 , 3 0 0  
3 , 9 A A ,000 
A , 1 0 1 , 80 0

* 5 7 2 7 5 7 8 5 5 '  
A ,A 36 , 50 0 
A , 6 13 , 90 0  
A , 7 9 8 , 5 0 0  

“479907700*
5 . 1 9 0 . 0 0 0
5 . 3 9 7 . 6 0 0  
5 , 6 1 3 , 5 0 0

“578'387T05*
6 . 0 7 1 . 6 0 0  
6 , 3 1 A , 5 0 0
2 . 1 8 9 . 0 0 0

1,8 9 A , A 0 0
2 . 0 2 7 . 0 0 0
2 . 1 6 8 . 9 0 0  

■ "2732577W
2, A 8 3, 2 0 0
2 . 6 5 7 . 0 0 0
2 . 8 4 3 . 0 0 0  

“3 7 5 W 0 5 B "
3,256. Ann 
3 , 4 8 2 , 8 0 0
3 . 7 2 6 . 6 0 0  

“375 8 7 ,  A W
A , 2 6 6 , 5 0 0  
A , 5 6 5 , 2 0 0  
A , 884,800 

“57 2 7 6 7 7  W
5 . 5 9 2 . 6 0 0  
5 , 9 8 4 , 1 0 0
6 . 4 0 2 . 9 0 0  

“678517200*
7 , 3 3 0 , 7 0 0
7 . 8 4 3 . 9 0 0
8 . 3 9 3 . 0 0 0

A , 908,80 0
5 . 1 6 6 . 0 0 0  

“57 7 3 7 7 7 5 0“
5 . 7 2 4 . 8 0 0
6 . 0 2 8 . 3 0 0
6 . 3 4 9 .2 0 0  

“r,78'37A55“
7 . 0 4 7 . 2 0 0
7 . 4 2 6 . 8 0 0
7 . 8 2 8 . 3 0 0  

“8 7 2 5 3 7 2  (5 0“
8 . 7 0 3 . 0 0 0  
9 ,1 7 9 , 1 0 0
9 .6 8 3 . 2 0 0

"7072777100- 
1 0 ,7 8 2 , 6 0 0  
1 1 ,3 8 1 , 7 0 0  
1 2 ,0 1 6 , 5 0 0  

“1 2 7 5 8  9 7 2 0  7  
1 3 ,4 0 2 , 3 0 0  
1 4 ,1 5 8 , 4 0 0  
1 0 ,5 8 2 , 0 0 0

TOTA L 6 0 , 0 0 0 , 0 0 0 1 2 1 , 3 6 5 , 7 0 0 1 1 5 , 4 3 4 , 7 0 0 2 3 6 , 8 0 0 , 0 0 0

I N F L A T I O N  R A T E  ON P R I N C I P A L  = 4 PE RC EN T .
FI RST  Y E A R  0 & M CO S T  = 1.5 P E R C E N T  OF C O N S T R U C T I O N  COST.

R U M B n r O F “Y[IAR5“7 T ' P 7 7 r d F F ’PTCTNCTP'A'C~l‘5 “3 T : 3 3 3 T  
I N F L A T I O N  R A T E  ON 0 & M = 7 P ERC E N T .

-C C n i 5 T E U C T r 0 H ~ C ' 0 5 T“'0'F~PRO‘JE'CT“I5~ 7 5 7 0  0 0 7 0  OD”D 0 I L 7 R  5 7
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D A T E  = 1 / 2 8 / 8 2  ’ .
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S T A T E OF A L A S K A
. .V''

• . •

R(
A iint - i s u u

Vu) 1 .

U r r i U h  UP IHb G U V b K N U K  ■ 
D I V I S I O N  O F  B U D G E T  A N D  M A N A G E M E N T

t S O L O M O N  G U L C H  H Y D R O E L E C T R I C  P R O J E C T

U)
: LOW  D E M A N D * *

IN M I L L I O N S  OF 
■ Y E A R  . K I L O W A T T  H OUR S

HI G H  D E M A N D *  
IN M I L L I O N S  OF 
K I L O W A T T  H O U R S

A N NU A L  CO S T  
IN M I L L I O N S  
OF D O L L A R S

L OW  D E M A N D * *
:, D O L L A R  C OS T  PER  

K I L O W A T T  H O U R

HI G H  D E M A N D *  
D O L L A R  C O S T  P ER  
K I L O W A T T  HO UR

•» .

19S2 3 8. 52  
1983 39.56

4 4. 11
4 3. 48

3.06
3.21

, 0. 07 
• 0. uC

0.06
0.06

a !

3984 4 U . 63  
. . 1985 4 1.7 3 
^  , lf 1986 <*2.85 ‘ 

I I • 1987 44.01
•

■53.28' '
5 5.00
5 5. 00
5 5. 00

3.3/
3.54
3.72
3.91

0.08 
0. 08 
0. 08 
0.08

0.06
0.06
0.06
0.07

•

W

ivaa 4 5 . 2U
1989 46..42
1990 47.67
1991 48.96

•
55, U U
55 .00
55.00
5 5. 00

4.11
4.32
4.54
4.78

DTD 9 
0.09 
0.09 
0.09

O T O T
0.07
0.08
0.08

if

v*

; .... 1992 5U.28
1993 51 .64
1994 5 3.0 3
1995 54.47

55. tror
5 5.00
5 5.00
55.00

5.03
5.29
5.56
5.85

• •

0T0 y 
0.10 
0.10 
0.10

0.0 9 
0.09 
0.10 
0.10

•

W

1996 55.00
1997 55.00
1998 55.00
1999 55.00 •

'“55 .00
55.00
5 5.00
5 5.00

6.16
6.49
6.83
7.20

0.11
0.11
0.12
0.13

0.11 "■ 
0.11 
0.12 
0.13 -

I t •

1
1

1 ...... — -  20 00 1 ....  55 . 00
2001- 5 5.0 0
20 02  ‘ 55.00
2003 55.00

5 5. 00
55.00
55 .00
55.00

7.58
7.99
8. 4 2
8.87

-
' U. 13 
.0.14 
0.15 
0.16

0 7 1 3 ....
0.14
0.15
0.16

/

1 ................. . 2004 1 .......... 55700 1
2005 55^00
2006 .■ 55.00
2007 55.00

^5.00
55.0 0
55.0 0
55.0 0

9.35
9.86

10.40
10.97

•

0 .17 
0.17 
0.18 
0.19

•
0.17
0.17
0.18
0.19

v i

W v f
~ 2  008 55.00 

j • 2009 5 5.0 0 
y  ■( ‘ 2010 55 . 00

2011 55.00

5 5. 00
55.00
55.00
3 5. 0 0  •

11.58
12.22
12.90
13.62

' ■' 0 . 2 1 .........
0.22
0.23
0.24

0721
0.22
0.23
0.24

• *

* 1

“ .■■■■ 2012 55 ,'0 0 " "  1 
i • 2013  55.00

2014 » 55.00
2015 55.00

55'00 '
55.00
5 5.00
55.00

14.38
15.19
16.05
11.99

”  a.2'6 '
0.27
0.29
0.21

0.26
0.27
0.29
0.21

t

» |
LOW G R O W T H  R A T E  = 2,7 P E R C E N T  

HI G H  G R O W T H  R A T E  = 9.9 P E R C E N T
i

•

f •

i
lie ;

o m j n i h  K l U t i  in u t m x u  AKfc APKLlfcLl IU I98U IUIAL tlLC 1 KJLC11 Y S A L E S  IN P K U J t C l  AREA, 
1980 H Y D R O P O W E R  S AL ES  AR E S U B T R A C T E D  F R O M  T O T A L  S A L E S  TO O B T A I N  P R O J E C T  H Y D R O P O W E R  
* HI GH  D E M A N D  FR OM  F E A S I B I L I T Y  STUDY.
KM LOW DEMAND FROM ANNUAL GROWTH RATE, YEARS 1976 THROUGH 1980. ‘

DEMA ND.
* '

• 
—2
£

" ‘ . > V'
•> i•' • : .

*
1 .

• •

I v
y W

• u  ■ ■



= D AT E  
TIME"

1 / 2 8 / 8 2  
T S r r n ----

STATE OF ALASKA
---------- 0 FFIC E"0 F_ THE"GOVERffOR 7

D I V I S I O N  OF B U D G E T  A N D  M A N A G E M E N T

S O L O M O N  G U L C H  H Y D R O E L E C T R I C  P R O J E C T

ROll

P E R I O D
E N D I N G

’PR I N C I P A L
R E P A Y M E N T

I N F L A T I O N  ADJ 
R E P A Y M E N T

0 4 M 
C OS T

ADJ R E P A Y M E N T  
PL U S  0 £ M  C O S T

•Vi"

1982
1983 
1 9 8 9 "
1985
1986
1987 
1 9 8 8 "
1989
1990
1991
1 9 9 2 '  
1993 
1999 
1995 
1 9  o r
1997
1998
1999 
1 0 V 0 ”2001 2002  
2003 
1 0  It
2 005
2006 
2007 
1 0 0 8 "
2009
2 0 10  
2 0 1 1
1 0 1 2 "  
2 013 
2 0 1 A 
2015

2 . 0 9 0 . 0 0 0
2 . 0 9 0 . 0 0 0  

1 7 0 1 0 7 0  00"
2 . 0 9 0 . 0 0 0
2.090.000
2 . 0 9 0 . 0 0 0

1 7 0 1 0 7 0  o r
2 . 0 9 0 . 0 0 0
2 . 0 9 0 . 0 0 0
2 . 0 9 0 . 0 0 0
i r o i r r o i n r
2 . 0 9 0 .0 0 0  
2, 090 , 000
2 . 0 9 0 . 0 0 0  
"2701070 0 0"
2 . 0 9 0 .0 0 0
2 . 0 9 0 .0 0 0
2 . 0 9 0 . 0 0 0  

7 7 0 9 ' 0 7 0 ' 0 r
2 . 0 9 0 . 0 0 0
2 . 0 9 0 . 0 0 0
2 . 0 9 0 .0 0 0  
2, U9 U70 0 0"
2 . 0 9 0 . 0 0 0
2 . 0 9 0 . 0 0 0
2 . 0 9 0 . 0 0 0  
1 7 0 7 0 7 0  00"
2 . 0 9 0 . 0 0 0
2 . 0 9 0 . 0 0 0
2 . 0 9 0 . 0 0 0  
1 7 0 1 0 7 0  0 0"
2 . 0 9 0 . 0 0 0
2 . 0 9 0 . 0 0 0  

6 8 0 , 0 0 0

2 . 0 9 0 . 0 0 0  
2 , 1 2 1 , 6 0 0

1 7 2  OF,"5 0 0
2 . 2 9 9 . 7 0 0
2 . 3 8 6 . 5 0 0
2 . 9 8 2 . 0 0 0  
1 7 5 8  T,“2 00
2 . 6 8 9 . 5 0 0
2 . 7 9 1 . 9 0 0
2 . 9 0 3 . 5 0 0  
"370197700'
3 . 1 9 0 . 5 0 0
3 . 2 6 6 . 1 0 0
3 . 3 9 6 . 7 0 0  
"375327600
3 . 6 7 3 . 9 0 0
3 . 8 2 0 . 9 0 0
3 . 9 7 3 . 7 0 0  
"971327690
9 . 2 9 8 . 0 0 0
9 . 9 6 9 . 9 0 0
9 . 6 9 8 . 7 0 0  
"1,72776 99
5 . 0 2 8 . 0 0 0
5 . 2 2 9 . 1 0 0
5 . 9 3 8 . 3 0 0  
" 5 7 0 5 5 7 3 0 0
5 . 8 8 2 . 0 0 0
6 . 1 1 7 . 3 0 0
6.362.000 
"6",'6'167 50 O'

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

T OT AL 6 8 , 0 0 0 , 0 0 0 137,597,800

1 , 0 2 0 , 0 0 0 3 , 0 6 0 , 0 0 0
1 , 0 9 1 , 9 0 0 3 , 2 1 3 , 0 0 0

"’1, 1 6 7, 80 0 3 , 3 / 9 . 3 0 0
1 , 2 9 9 , 5 0 0 3 , 5 9 9 , 3 0 0
1 , 3 3 7 , 0 0 0 3 , 7 2 3 , 5 0 0 . • *

1 , 9 3 0 , 6 0 0 3 , 9 1 2 , 6 0 0
......  r,"53U-; 81)0 ------9". 112, 00 0 «

1 , 6 3 7 , 90 0 9 , 3 2 2 , 9 0 0
1 , 7 5 2 , 6 0 0 9 , 5 9 9 , 9 0 0
1 , 8 7 5 , 2 0 0 9 , 7 7 8 , 8 0 0

' 2,'0 96',50 0 5, 02-6, 200
2 , 1 9 7 , 0 0 0 5 , 2 8 7 , 9 0 0
2 , 29 7 , 3 0 0 ' 5 , 5 6 3 , 3 0 0 •
2 , 9 5 8 , 1 0 0 5 , 8 5 9 , 5 0 0

~ ~ 2 ,  S^O, 19 0 6 , 1 6 2 , 7 0 0
2 , 8 1 9 , 2 0 0 6 , 9 8 8 , 1 0 0
3 , 0 1 1 , 2 0 0 6 , 8 3 2 , 1 0 0
3 , 2 2 2 , 0 0 0 7 , 1 9 5 , 7 0 0
3 , 9 9 7 , 6 0 0 7 , 5 8 0 , 2 0 0
3 , 6 8 8 , 9 0 0 7 , 986 , 900
3 , 9 9 7 , 1 0 0 8 , 9 1 7 , 0 0 0 •
9 ,2 2 3 , 9 0 0 8 , 8 7 2 , 1 0 0 • •
9.51 971110 " "'9.353.7 00
9 ,8 3 5 , 9 0 0 9 , 8 6 3 , 90 0

i

5 ,1 7 3 , 9 0 0 1 0 , 9 0 3 , 0 0 0
5 ,5 3 6 , 1 0 0 1 0 , 9 7 9 , 3 0 0

"'5, 9 2 3", 6 0 u 1 1 , 5 / 9 , 9 0 0 .
6 , 3 3 3 , 20 0 1 2 , 2 2 0 , 3 0 0 .

• 6 , 7 8 1 , 9 0 0 1 2 , 8 9 9 , 3 0 0
7 , 2 5 6 , 7 0 0 1 3 , 6 1 8 , 7 0 0

.... 1 "/, / 69 , 60 0 1 9 , 3 8 1 , 7 0 0
8 , 3 0 3 , 2 0 0 1 5 , 1 8 9 , 3 0 0
8 , 8 8 9 , 7 0 0 1 6 , 0 9 6 , 1 0 0
9 , 5 1 2 , 0 0 0 1 1 , 9 9 2 , 9 0 0 * ^

1 3 0 , 8 2 5 , 6 0 0 2 6 8 , 3 7 3 , 3 0 0 ♦

"3“P ER C E N T - 0  F T  RTN C T F A l - R  EP'ATD“EA Cir Y E’A R7“ 
I N F LA T I O N R AT E  ON P R I N C I P A L  = 9 PE RC E N T .
FIRST Y E A R  0 4 M C O S T  = 1.5 P E R C E N T  OF C O N S T R U C T I O N  COST. 

" C O N S T R U C T T O N U O S l  0 F ~ P R 0 3 E C T“T 5

'H U MII ER'T] F T F A  R S~TO~P'A Y ~ 0  F F T  RT H CI P'A'L_T 5 _ 3 3 7 3 3 3 7 7
I N F L A T I O N  R A T E  Oil 0 S 11 = 7 PE RCE NT.

"G'SrCO 070 0 O-DOtXAR'TT



A 1 i

D A TE  = 1 /2 8 / 8 2
a TI M E  = ”14 *43"

i^r
S T A T E  OF A L A S K A  

T T F T I C ' F T i n  lTE~G£I7EKITOrir
r o :

D I V I S I O N  OF  B U D G E T  A N D  M A N A G E M E N T

SWA N LA KE  H Y D R O E L E C T R I C  P R O J E C T

•
L OW  D E M A N D * * HI G H  D E M A N D * A N NU A L  C O S T LO W D E M A N D * * H I GH  D EM A N D *

IN M I L L I O N S  OF IN M I L L I O N S  OF IN M I L L I O N S D O L L A R  COS T PER D O L L A R  C O S T  P E R
Y E A R K I L O W A T T  H OU RS K I L O W A T T  H O U R S OF D O L L A R S K I L O W A T T  HOUR K I L O W A T T  HOUR

1984 • 15.16 2 5. 0 8 4. 0 5 0.26 0.16
1955 > 16.64 29.46 .. 4.2 5 0.25 0.14
nflJtL 18.15 — 3 4.07 4.47 0.24 07TJ
1987 19.68 ' . 38.91 4. 6 9 0.23 0.L2
1988 2 1. 25 43 .99 4 .9 3 0.23 0.11
1989 2 2.84 4 9.33 5.18 0 .22 0.10
19 90 24.'4 7 54 . 93 5.44 0.22 0 . 09
1991 26 .13 60.81 5 . 7 2 0.21 0.09
1992 27 .81 6 6. 99 6.01 0.21 0.08
J 993 2 9 . 5 3 70.00 6 . 3 2 0.21 0 .09
19 94 3 1. 28 70.00 6.65 6.21 0.09
1995 33.07 70.00 7 . 0 0  . . . 0.21 0.09
1996 34 .89 70.00 7.36 0.21 0.10
1997 . 36.74 70.00 7.75 9.21 0.11
1998 38. 63 70.00 8 7 T £ ~ 0.21 0.11
1999 40.56 70.00 8. 5 9 0.21 0.12
2000 4 2 .5 2 7 0.00 9.04 0.21 0.12
.2001 4 4. 52 70.00 9 .52 . . 0.21 0.13
2002 4 6.56 70. 00 10.03 0 .21 0.14 .........
2003 4 8 . 6 3 7 0. 00 10.57 0.21 0.15
2006 '50.75 70.00 11.14 0.21 0 .15
2 005 5 2. 90 70.00 11.74 0.22 0 .16
'2O0T .........  55.10 7 CTTOD 12.38 0.22' 0.17
2007 57.34 7 0.00 13.05 0 .22 0.18
2008 5 9 .6 2  • 7 0. 00 13.77 . 0.23 0.19

. . 20 0 9  . 61.94 . 7 0. 00 14.52 0.23 0 .20
....................2010 6 4.31 ~ 7 0 . 0 0 15 . 3 3 0 .23 0.21

2011 6 6 . 7 3 7 0.00 16.17 0.24 ' 0.23
2012 6 9 .18 70.00 17.07 0.24 0.24
2013 7 0 .00 7 0.00 18.02 0 .25 0.25
2016 — 7 0T700 7 0.00 19.'0 3 0 . 2 7  ' ....... 0.27 ”
2015 7 0. 00 7 0.00 2 0.1 0 'J.20 0.23
2016 7 0 . 0 0 7 0. 00 21 .24 0.30 0.30
2017 7 0. 00 7 0. 00 15.87 0.22 0.2?

U J

LO W G R O W T H  R A T E  
H I GH  G R O W T H  R A T E

1.9 P E R C E N T  
5.0 P E R C E N T

"GROWTH- RATES"'TTrDTIM'AHD“li R E ~ A P P r T E D — TOnPJSTJ- T ' O T T m i ' E C T R I C I T Y - SJTirErTNTRTD'E'CTTRETiT---------
1980 H Y D R O P O W E R  S AL E S  A R E  S U B T R A C T E D  F R O M  T O T A L  S A L E S TO O B T A I N  P R O J E C T  H Y D R O P O W E R  DEMAN D.
K H IG H D E M A N D  F R O M  F E A S I B I L I T Y  STUDY.
XX LOW D E M A N D  F R O M  A N N U A L  G R O W T H  RATE. Y E A R S  1976 T H R O U G H  1980.

T



1 ■ i
UK9

D A TE  = 1 / 2 8 / 8 2
a TIM E s w r

i

r

— ' i* \ p F s ! ; ■ - ^

S T A T E  O F  A L A S K A  
“OF F T C n m ' T I F T O V t ' R T R T R -

D I V I S I O N  OF  B U D G E T  A N D  M A N A G E M E N T  

SW A N  L AK E H Y D R O E L E C T R I C  P R O J E C T

r o ;

O '

P E R I O D  
• E N D I N G

P R I N C I P A L  !' 
. R E P A Y M E N T

I N F L A T I O N  ADJ 
R E P A Y M E N T

O 4 M 
C O ST

ADJ R E P A Y M E N T  
P LU S  O S M  COST

•

1984
1985

2 . 7 0 0 . 0 0 0
2 . 7 0 0 . 0 0 0

2 . 7 0 0 . 0 0 0
2 . 8 0 8 . 0 0 0

1 , 3 5 0 , 0 0 0
1 , 4 4 4 , 5 0 0

4 , 0 5 0 , 00 0
4 ,2 5 2 , 5 0 0

....... I'986
1987 

• 1988 
1989

2,700, 0 OX)
2 . 7 0 0 . 0 0 0
2 . 7 0 0 . 0 0 0
2 . 7 0 0 . 0 0 0

2, 920 ,30/1 
3 , 0 3 7 , 1 0 0  
3 , 1 5 8 , 6 0 0  
3 , 2 8 5 , 0 0 0

1 . 5 4 5 . 6 0 0  
1 , 6 5 3 , 8 0 0
1 . 7 6 9 . 6 0 0  
1 ,893, 500

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

- ' g o

1991
1992
1993 .

2 , ? 0 0 , 0 O O
2 . 7 0 0 . 0 0 0
2 . 7 0 0 . 0 0 0  ;
2 . 7 0 0 . 0 0 0

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

2 , 0 2 6 , 0 0 0  
2 , 1 6 7 , 8 0 0  
2 , 3 1 9 , 6 0 0  
2 , 4 8 1 , 9 0 0

5 , 4 4 2 ,4 0 0
5 , 7 2 0 , 8 0 0
6 , 0 1 4 , 7 0 0
6 , 3 2 4 , 90 0

*

' ”■ 1 99 4...
1995
1996 

. 1 9 9 7

2 . 7 0 0 . 0 0 0
2 . 7 0 0 . 0 0 0
2 . 7 0 0 . 0 0 0  . 

. . 2 , 7 0 0 , 0 0 0

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

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

3 , 0 4 0 , 5 0 0  
3 , 2 5 3 , 3 0 0

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

•

----- 1998
1999
2000 
2001 .

2 7 7 0 0 . 0 0 0
2 . 7 0 0 . 0 0 0
2 . 7 0 0 . 0 0 0
2 . 7 0 0 . 0 0 0

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

3 , 4 8 1 , 1 0 0  
3 ,724 ,70 
3, 985,50«, 
4 , 2 6 4 . 4 0 0

8 , 1 5 6 , 6 0 0
8 , 53 7 , 3 0 0
9 ,0 42, 500
9 , 5 2 3 , 80 0

t,

v... 200 2
• 2003 

2004 
. 2005

2 , 7 G o , o o o
2 . 7 0 0 . 0 0 0
2 . 7 0 0 . 0 0 0
2 . 7 0 0 . 0 0 0

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

4 , 5 6 3 , 0 0 0  
4 1832,  ̂  CO 
5 , 2 2 4  .-'4 
5,5'- .0.

1 0 ,0 3 2 , 6 0 0
1 0 ,5 7 0 , 8 0 0
1 1 ,1 4 0 , 2 0 0
1 1 ,7 4 2 , 5 0 0

2T01
2007
2008 

........  200 9 . .

2 , 7 0 0 , 6 0 0  
2, 700, 000 
2 , 7 0 0 , 0 0 0  

... 2,7 00,  000 .

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

5, 9 >■ *.,700 
6,3' 7,800 
6 ,847 ,80.0 
7 , 3 2 7 , 1 0 0

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

•
— - 2010 

2011
... r 2012

2 01 3  . . .

2 ,7 0 0 , 9 0 0
2 . 7 0 0 . 0 0 0
2 . 7 0 0 . 0 0 0  ’
2. 7 0 0 . 0 0 0

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

7 , 5 4 0 , 0 0 0  
8 , 3 8 8 , 9 0 0  
8 , 9 7 6 , 1 0 0  
9 , 6 0 4 , 4 0 0

1 3 .3 2 5 . 7 0 0  
1 6 , 17 3 , 9 0 0  
1 7 , 0 7 2 , 6 0 0
1 8 . 02 4 . 7 0 0

2014
2015
2016 

..............2 0 1 7 .  .

277 0 0 , OXl 0
2 . 7 0 0 . 0 0 0
2 . 7 0 0 . 0 0 0  

90 0, 0 00

£ 7 7 5 ?  ,10 0 
9 , 1 0 7 , 4 0 0  
9 ,4 7 1 , 7 0 0  
3 , 2 8 3 , 5 0 0

1 0 , 2 7 6 , 7 0 0
1 0 , 9 9 6 , 1 0 0
1 1 , 7 6 5 , 8 0 0
12,589,9.00

1 9 ,0 3 3 , 9 0 0  
2 0 , 1 0 3 , 5 0 0  
2 1 , 2 3 7 , 6 0 0  
1 5 ,8 7 3 , 0 0 0

,

T OT A L 9 0 , 0 0 V , 000 1 8 2 , 0 4 8 , 6 0 0 173 151,70(0 3 5 5 , 2 0 0 , 6 0 0

I N F L A T I O N  R A T E  ON P R I N C I P A L  = 4 PE RCE NT . I N F L A T I O N  R A T E  ON 0 4 M =
FIRST Y E A R  0 4 M C OS T = 1.5 P E R C E N T  OF C O N S T R U C T I O N  COST.

7 PER CENT.

T r  A NN EITF IRST'YLrAR"TJrrO (IBTTJUCTrtf ir r s n n  817“ 
CONSTRUCTION C05T OF PROJECT IS • 9 0 , 0 0 0 , 0 0 0  DOLLARS.

CONSTRUtmUFTT mE"T5TYEAK37



DATE 
\  TIME"

I

• i"

t o  |

w

- [  
us

i
i

W  !
I
i...

I
I

*>

s» I 

$

ii) i

= 1/28/82
= i 4 * w

STATE OF ALASKA
■ n F F i c o r r i m m v E R T n n r

RO

DIVISI ON  OF BUDGET AND M A N A GE M EN T

Y E A R

1 ur\f\Ur\ L/\f\u

LOW D E M A N D * *
IN M I L L I O N S  OF 
K I L O W A T T  H O U R S

n i u u u i .  uVs i u

H I G H  D E M A N D X  
IN M I L L I O N S  OF 
K I L O W A T T  H O UR S

rivuuuui# isi 1 n t/U

A N N U A L  CO S T  
IN M I L L I O N S  
OF D O L L A R S

\  J 1 UU»\r\U D M L 5 J

L O W  D E M A N D X X  
D O L L A R  C O S T  P E R  
K I L O W A T T  H O U R

H IG H  D E M A N D X  
D O L L A R  CO S T  PER 
K I L O W A T T  H O U R

1985 . 8 6 . 6 8 96.68 6. 2 8 0.07

'

0.06
•

1986 • 8 5 . 9 2 93.26 6 .56 0.07 0.06
19£T7 8 7 .8 5 102. 19 6 .86 0.07 0 . 0 6
1988 88.86 106. 27 7.17 0.08 0.06
1989 99.37 1 1 0. 5 2 7.50 0.08 0.06 '

• 1990 91.91 116 .9 6 7 .86 0 .08 0.06
1991 93.6 7 11 9 . 5 6 8 .20 0.08 0.06

. 1992 95.06 1 2 6. 3 2 8 . 5 8 0.09 0.06
1993 96.68 12 9 . 3 0 8.97 0.09 0.06
19 96 98.32 136. 67 9.39 0.09 0.06
19 9 5“ 99.99 139. 85 9.82 0.09 0.07
1996 1 0 1. 6 9 165. 00 10.2 8 0.10 0.07
1997 1 03 .6 2 165. 00 10.76 0.10 0.07 '
1998 105. 18 165.0 0 11.26 0.10 0.07
1999 1'06. 9> 16 5. 0 0 1 1. 79 0.11 0.08
2000 108. 78 165.00 12.35 0.11 • 0.08
2001 1 10. 63 165.00 12. 93 0.11 0.08
2002 112. 51 165.00 13.55 0.12 0.09
2003 ' T1T.6 3 165.0 0 16 .19 0.12 0.09
2006 ’ • 116.37 165.0 0 16 .87 0.12 0.10 8
2005 118 . 3 5 165.0 0 1 5.5 8 0.13 0.10 8
2006 12 0.3 6 165.0 0 C. 13 0.11
2007 T 2 2 . 6 I lAS. OO 17.12 0.13 6.11
20 08 126, 69 165.00 17.95 0.14 0.12 1
2009 126. 61 . 165.00 1 8. 8 2 0 .16 0.12 P
2010 . 128.76 16 5.0 0 19.76 0.15 0 .13 r
2011 130. 95 ”16 5 . 6 0 20.71 0.15 o'.iA”
201 2 133.17 165 .00 2 1 .7 3 0.16 0.16
■2013 1 35 . 6 6 16 5.0 0 22.80 0.16 ‘ 0.15
2016 1 37 . 7 6 165. 0 0 23. 93 0.17 0.16
2015 ”16 0 7 5 8 16 5 7 0 0 2 5 .1 2 0 . 17 0.17
2016 162. 66 165. 00 26 .37 0 .18 0.18
2017 166 .88 165. 00 27.6 9 0.19 0.19 • *

• • • 2018 165. 00 165.00 16.66 0.11 0.11

LOW G R O W T H RA T E  = 1.7 P E R C E N T
(1

HIG H G R O W T H RA T E  = 6.0 P E R C E N T '

" 'GROW III- R A TES IN D E M A N D  A RE  A P P L I E D  TO 1980 T OTA L E L E C T R I C I T Y  S A L E S  IN P R O J E C T  AREA.
1980 H Y D R O P O W E R S AL ES ARE S U B T R A C T E D  F RO M TO TAL SA LES  TO O D T A I N P R O J E C T  H Y D R O P O W E R D EM AN D •
X HIG H D E M A N D  FRO M F E A S I B I L I T Y  STUDY.
XX L O W  D E M A N D  F RO M  A N N U A L  G R O W T H RATE, Y E A R S  1976 T H R O U G H  1980.

' • . 1 v  * ' • *
I ■**’.;*  < . ’ ’ ■ ' • • ■ . 1

•* •
w
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DATE
TIME"

1 / 2 8 / 8 2 S T A T E  OF A L A S K A RO

W  I

(d> ;

I,...

i j

w

V

i—

" Ii
ay

ii> :

 U F F T U T T O r T R r ' ^ r a H o R
D I V I S I O N  OF B U D G E T  A ND  M A N A G E M E N T

P E R I O D  
• E N D IN G

1 LMIxL 11

P R I N C I P A L
R E P A Y M E N T

1 L7 IN U L. U

j

UVyirVXV, 1 l\Uv LU 1 , v

I N F L A T I O N  ADJ 
R E P A Y M E N T

0 & M 
CO S T

ADJ R E P A Y M E N T  
P LU S  0*11 CO S T

•

1985
1986

5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0

•
5 , 1 9 0 ,0 0 0
5 , 3 9 7 , 6 0 0

1 , 0 8 8 ,0 0 0
1 , 16 6 , 2 0 0

6 , 2 7 8 , 0 0 0
6 , 5 6 1 , 80 0

...... m y  "
1988
1989
1990

5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0

5 , 6 1 3 , 5 0 0  . 
5 , 8 3 8 , 0 0 0
6 . 0 7 1 .6 0 0
6 . 3 1 6 . 6 0 0

1 , 2 6 5 , 7 0 0
1 , 3 3 2 , 8 0 0
1 , 6 2 6 , 1 0 0
1, 52 6, 0 0 0

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

1991
1992
1993 
199 6

5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0

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

1 ,6 3 2, 80 0
1 , 7 6 7 , 1 0 0
1 ,8 6 9, 60 0
2 , 0 0 0 , 30 0

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

........ 1995
1996
1997
1998

5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0

7 , 6 8 2 , 5 0 0  
7 , 9 3 9 , 8 0 0  
8 , SO 9,30 0 
8 , 6 6 1 , 7 0 0

2 , 1 6 0 , 30 0  
2, 290 , 100 . 
2 , 6 5 0 , 6 0 0  . 
2 , 62 1 , 9 0 0

9 , 8 2 2 , 70 0
1 0 , 2 7 9 , 9 0 0
1 0 , 7 5 9 , 8 0 0
1 1, 2 6 3 , 7 0 0

■ ■ '

2000
2001
2002

5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0

8 , 9 8 7 , 6 0 0  
9 , 3 6 6 ,9 0 0  
9 , 7 2 0 ,8 0 0  

IP .109 , 600

2 , 80 5 , 5 0 0  
3 , 00 1 , 9 0 0  
3 , 21 2 , 0 0 0  
3,636 ,800

1 1, 7 9 2 , 9 0 0
1 2 . 3 6 8 . 7 0 0
1 2 . 9 3 2 . 7 0 0  
1.3,566 , 600

•

. . .  . .. ....

2006 
2005 
2.0 06

. 5 , 1 9 0 , 0 0 0
5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0

1 0 , 5 1 1 , 0 0 0  
1 0 , 9 3 6 , 5 0 0  
1 1 , 3 7 1 , 9 0 0  
1 1 , 8 2 6 , 8 0 0

3 , 6 7 7 , 6 0 0 
3, 936, 809  
6 , 2 1 0 ,3 0 0  
6 , 5 0 5 ,0 0 0

1 6 .1 9 1 . 6 0 0
1 6 . 8 6 9 . 6 0 0  
1 5 , 5 8 2 , 2 0 0  
1 6 ,3 3 1 . 3 0 0

...... ...... 2007 ....
2008
2009
2010

. 5 , 1 9 0 , 0 0 0
5 . 1 9 0 . 0 0 0
5 . 1 9 0 . 0 0 0  
5> 190 , 000

1 2 . 2 9 9 . 9 0 0
1 2 . 7 9 1 . 9 0 0  
1 3 , 3 0 3 , 5 0 0  
1 3 , 8 3 5 , 7 0 0

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

1 7 , 1 2 0 , 2 0 0
1 7 , 9 6 9 , 6 0 0
1 8 , 8 2 2 , 3 0 0
1 9, 7 6 0 , 8 0 0 1

............ .. ■ 2011""
2012
2013
2016

5, 1 96 , 00 0
5 . 1 9 0 . 0 0 0
5 . 1 9 0 .0 0 0
5 . 1 9 0 . 0 0 0

"""16,359,H O  
1 6 , 9 6 6 , 7 0 0  
1 5 , 5 6 3 , 2 0 0  
1 6 , 1 8 5 , 8 0 0

6 , 3 1 8 ,5 0 0
6, 7 6 0 , 8 0 0
7 , 2 3 6 ,1 0 0
7 , 7 6 0 , 60 0

2 0 , 7 0 7 , 6 0 0  
’ 2 1 , 7 2 5 , 5 0 0  

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

"'2015 
2016 • '
2017
2018

5, 190,1)00" 
5, 190 , 000
5 . 1 9 0 . 0 0 0
1 . 7 3 0 .0 0 0

1 5 , 8 3 3 , 2 6 0  
1 7 , 5 0 6 , 5 0 0  
1.8 ,206 ,800 
6 , 3 1 1 , 7 0 0

8 , £ 5 2 , 30 0  
8 , 8 6 2 , 00 0  
9 , 68 2, 60 0  

1 0, 1 6 6 , 2 0 0

" H V I l V M o "
2 6 , 3 6 8 , 6 0 0  
2 7 , 6 8 9 , 2 0 0  
16 , 657 , 900

|

I

T O T A L 1 7 3 , 0 0 0 , 0 0 0 • 3 6 9 , 9 3 8 , 9 0 0 1 3 9 , 5 6 7 , 5 0 0 6 8 9 , 6 8 6 , 6 0 0 I

.....  3 V'ER’CI'fT'T'OFTRlNClPAL REPAID EACH YEAR.
I N F L A T I O N  R A T E  ON P R I N C I P A L  = 6 P E R C E N T  
FIRST Y E A R  0*11 COST  B A S E D  OH APA R EPO RT,

NUMBER OF YEARS TO PAY 
I N F L A T I O N  R A T E  ON 0 & M 
FIRST YEAP '1H COST IN

OFF PRINCIPAL Is 33.333.
= 7 PER CE N T .

1981 D O L L A R S  15 (<830 , 000 ,

. - 'P L'A'NH EIT'P Ill'S I V EAR O F  CTINSTRUCTIOTI 
CONSTRUCTION COST OF PROJECT IS •

15 1982. C O N S T R U C T I O N  TI ME  15 3 
1 7 3 , 0 0 0 , 0 0 0  D OL L A R S ,

“YEARS. 1k
#J |

 ̂.... ....., -

W
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1 ‘DA T E  = 1 /28 /82
■ A  TiMEr=nnrrzr3—

(a) I

S T A T E  OF A L AS K A  
" U F F r c F“OF*TfTE_ G*DVERHOTr

D I V I S I O N  O F  D U D G E T  A N D  M A N A G E M E N T  

LA K E  T Y E E  H Y D R O E L E C T R I C  P R O J E C T . . '

R01

( J
Y E A R

LOW D E M A N D * *  
IN M I L L I O N S  OF 
K I L O W A T T  H OU R S

H IGH D E M A N D *  
IN M I L L I O N S  OF 
K I L O W A T T  H OU R S

AN N U A L C OS T  
IN M I L L I O N S  
OF D O L L A R S

L O W  D E M A N D * *  
D O L L A R  COST P E R  
K I L O W A T T  H OUR

H I G H  D E M A N D *  
D O L L A R  COS T P E R  
K I L O W A T T  H O U R

&

V *  , >

f-

«u)

1 9 8 4
1985 

7 7 8 5 “
1987 
198 £ 
198 9 

“1 7 9 0“ 
1991 
19 92 
1993

7 *79*4“
19 95 
7.9 96 
1997

7 7 9 8 “
1999
2000 
2001

“20 0*2“ 
2003
20 06 
200 5

“2006“
2007
2008 
200 9

~20T0“ 
2 0 1 1  
2012 
2013 

“2 0T4“

; 2 1 . 8 2  
22.64

20 15
2016 
2017

■ zr .w
24.3 5 
25.2 3 
26.14 
"277 07“ 
28.03
29.00
30.00 
"31701"
3 2. 08
33.16
34.27

" 35747*

36.56
37.75
38.97

“4 0727* 
41.51 

■42.82 
44.17 

“4*5755“ 
46.96 
48.41 
49.90 

”5 1 7 2 "  
52.9 9 
5 4. 5 9  
56 .23 
"57791" 
59.64 
61.40 
63.21

2 3 .9 2  
25.36 
"2 6. 5 5“ 
28.40 
3 0. 0 2  
31.71

7 *3 7 5 “

35.29
3 7. 19 
39.16
TIT'S 2" 
4 3.37 
45.60 
4 7. 9 2  
7 0 7 3 7  
52.86 
55 .48
58.20 
7 1 . 0"4“
64.0 0

70.28 
7376*2“ 
7 7.09 
00 .70  
84.46 
88738“ 
92.4 6 
96.70 

1 0 1 . 1 2  
7*0 5 7 2 -  
H O . 00 
1 1 0 . 0 0  
1 10 00

LOW G R O W T H  RA T E  
HI GH  G R O W T H  RAT'J

2.5 P E R C E N T  
4.1 P E R C E NT

4.25
4.46

775*8“
4.91
5.16
5.41

“ 5751"
5.97
6.27 
6. 5 9  
57*92”
7.27 
7.64 
8. 0 4

““87*5" 
8. 8 9  
9.35 
9.84 

7 7 3 * 3 “ 
10.90 
11.47 
12.08 

7 2 7 7 2 "  
13.40 
14.12 
14 .88 

7 5 7 6 8 “ 
16.53 
17.43 
18.39
1 9 7 0
20.47
21.60
15.57

0.19
0.19

"0779“
0 . 2 0
0 . 2 0
0 . 2 0

7 7 2 0 "  0 . 2 1  0 . 2 1  0 . 2 1  
"07 2*2“ 0 . 2 2  
0.23 
0.23 

7 . 2 3 “ 
0.24 
0.24 
0.25 

“0*725" 
0.26 
0.26 
0 .27 
"07*2*7“ 
0 .28 
0.29 
0.29 
7 . 3 0  
0.31 
0.31 
0.32
7 7 3 "
0.34
0.35
0.24

0.17
0.17
7 7 . 7
0.17
0.17
0.17
7 7 7
0.16
0.16
0.16

7 7 6 “ 
0 .16 
0.16 
0.16 

7 7 T  
0.16 
0.16 
0.16 
771*6“ 
0.17 
0.17 
U .17 
7 7 7  
0.17 
0.17 
0.17 
7 7 7 “ 
0.17 
0.18 
0.18 
7 7 1 *  
0.18 
0.19 
0.14

'GRDWTrrR7fTE57frnEM/viiORtr7iPPnED7(rT-98*o“TD-nT7nTCTRTcrTY77inrrnrpR'OJt!cr"ARtr/r:---------
1980 H Y D R O P O W E R  S AL ES A RE  S U B T R A C T E D  F R O M  T OTA L SAL ES TO O B T A I N  P R O J E C T  H Y D R O P O W E R  DEMAND. 
X HIGH  D E M A N D  F R O M  A N NU AL  G R O W T H  RATE, Y E A R S  1976 T H R O U G H  1980.
XH LOW D E M A N D  FR OM  F E A S I B I L I T Y  STUDY.

,'i ...
i ’- ' u
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D A T E  = 1 / 2 8 / 8 2
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S T A T E  OF A L A S K A
,, 11 M b  * 1 4 J 4 3  ' ' 

(a/ 1
•

............ " O F F l C r U F ~ T n E " G O V E R H U R  ■
D I V I S I O N  OF B U D G E T  A N D  M A N A G E M E N T  .

L A K E  T Y E E  HYDROu'.ECTRIC P R O J E C T

| P E R I O D
E N D I N G

P R I N C I P A L  I N F L A T I O N  ADJ 0 & M 
R E P A Y M E N T  R E P A Y M E N T  CO S T

ADJ R E P A Y M E N T  
PL US  OfiM COS T

w

v j

Qy

r

;

w

w  i 

it/

'>■ fir

ST

k )

®  i

fe>

198 A 
1985 

" 1 7 5 7  
1937 
1908 
1989 

" Y 9 9 7
1991
1992
1993 

" T 9 W
1995
1996
1997 

"1'9’9B"
1999
2 0 0 0  
2 0 0  1

"200  2 "  

2003  
2 0  0 A 
20u5 
"20(16"
2007
2008 
200 9
"2‘OTO" 
2011 
2012  
2013 
T O T  A"
2015
2016 
2017

2 . 9 7 0 . 0 0 0
2 . 9 7 0 . 0 0 0  
" 2 7 9 7 7 7 5 7 7
2 . 9 7 0 . 0 0 0
2 . 9 7 0 . 0 0 0
2 . 9 7 0 . 0 0 0  

" 2 7 9 7 7 7 7 G 7
2 . 9 7 0 . 0 0 0
2 . 9 7 0 . 0 0 0
2 . 9 7 0 . 0 0 0  
" 2 7 9 7 0 7 7 7 7
2 . 9 7 0 . 0 0 0
2 . 9 7 0 . 0 0 0
2 . 9 7 0 . 0 0 0  
"2 7 9 7 7 7  077"
2 . 9 7 0 . 0 0 0
2 . 9 7 0 . 00 0
2 . 9 7 0 . 0 0 0  
"279777077"
2 . 9 7 0 . 0 0 0
2 . 9 7 0 . 0 0 0
2.970.000 
"279707777"
2 . 9 7 0 . 00 0
2 . 9 7 0 . 00 0
2 . 9 7 0 . 0 0 0  
"27970777 0~
2 . 9 7 0 . 0 0 0
2 . 9 7 0 . 0 0 0
2 . 9 7 0 . 0 0 0  
" 2 7 7 7 7 7 0 0  0~
2 . 9 7 0 . 0 0 0
2 . 9 7 0 . 0 0 0  

990, 000

2 . 9 7 0 . 0 0 0  
3, 0 8 8 ,30 0

“T T Z I 2 7 W
3 . 3 4 0 . 8 0 0
3 . 4 7 4 . 5 0 0
3 .6 1 3 . 5 0 0  

-"377587"0'07
3 . 9 0 8 . 30 0
4 . 0 6 4 . 6 0 0
4 . 2 2 7 . 2 0 0  
4 7 T 9 6 7 T 0 7 "
4 . 5 7 2 . 2 0 0  
4 , 7 5 5 , 10'J
4 . 9 4 5 . 3 0 0  

_ 5 7 r 4 T 7 i o r
5 . 3 4 8 . 8 0 0  
5 , 5 6 2 , 7 0 0
5 . 7 8 5 . 3 0 0  

T,"71'6777'J O’"
6 . 2 5 7 . 3 0 0
6 . 5 0 7 . 6 0 0  
6 # 7 6 7 / v C u 
7 7 7 3 7  75 0 7
7.320.200
7 . 6 1 3 . 0 0 0
7 . 9 1 7 . 5 0 0  

T , 2 3 4 7 2 7 0 "
8 . 5 6 3 . 6 0 0  
o , 9 0 6 , 1 0 0  
9 , 2 6 2 , 4 0 0

"'976'3'2T907 
1 0 , 0 1 8 , 2 0 0  
10,*(18, 900 
3 , 6 1 1 , 9 0 0

1 , 2 82 ,6 0 0
1, 37 2, 4 0 0

T 7 4 T 8 7 5 7 7

1 . 5 71 .2 0 0
1 . 6 3 1 . 2 0 0
1 . 7 98 .9 0 0  

" T 7 7 2 4 7 S 7 7 "
2 . 0 5 9 . 6 0 0
2 . 2 0 3 . 8 0 0  
2 , 3 5 3 , 0 0 0
T 7 3 2 T T I 7 T
2 . 6 9 9 . 7 0 0
2 . 8 8 8 . 7 0 0
3 . 0 9 0 . 9 0 0 

'3735-77370"
3 . 5 3 8 . 8 0 0
3 . 7 8 6 . 5 0 0
4 . 0 5 1 . 5 0 0  
" 4 7 3 3 5 7 1 7 7
4.638.600 
4 , 5 3 3 , 3 0 0

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

73(57 
,600 
, 2 0 0  
,800 
",’8 0 7  
,900 
, 900

" " 8 7 4 7 7  
8 ,8 37 
9,34 9 
9,836 

T 0 7 3 5 1  
10 , 8 9 5 
11,470

“5 , 6 7 2
6,080
6,505
6,961

" 7 7 4 7 3
.7,970
8,527
9,124
"97777
10,447
11,178
11,960

757(5" 
,300 
, 900 
,300 
767 IT 
, 0 0 0  
,900 
, 900 
7 7 7 7  
, 1 0 0  
,400 
,900

" 7 2 7 7 2 1 7 1 0 7 "  
1 3 , 4 0 0 , 5 0 0  
1 4 , 1 1 8 , 9 0 0
1 4 . 8 7 8 . 8 0 0  

"1575 32 777 0~
1 6 , 5 3 3 , 6 0 0
1 7 , 4 3 4 , 1 0 0
1 8 . 3 8 7 . 3 0 0  

T 9 7 3  9 6 7  5 07"
2 0 . 4 6 5 . 3 0 0
2 1 . 5 9 7 . 3 0 0
1 5 . 5 7 2 . 8 0 0

TO TAL 9 9 , 0 0 0 , 0 0 0 2 0 0 , 2 5 3 , 9 0 0 1 6 4 , 5 0 6 , 8 0 0 3 6 4 , 7 6 0 , 4 0 0

T P  ER’CE t T T O  F T )R T K C T P 7 \ ' L ~ R T I F A n r E m r Y [ r A R 7 "  
I N F L A T I O N  R A T E  ON P R I N C I P A L  = 4 P E R C E NT .
F IRST  Y E A R  O J N  CO S T  Q A 5 E D  OH APA R E P O R T ,

" H U M E R ~ f l l ^ ' E 7 R 3 " T 7 P ' A Y ~ 0 T :F T R I N C r P I t " T ' r " 3 3 7 7 3 3 " —  
I N F L A T I O N  R A T E  ON 0 & M = 7 PE RCE NT.
F IR ST Y E A R  0 £M  C O S T  IN 1981 D O L L A R S  IS $ 1 , 0 4 7 , 0 0 0

'F U  AN H E l)“FITT5T “Y E A  R T  F"C 0 NS T R  U C T r O  H T  S~T7 8 1 7 "  
C O N S T R U C T I O N  COS T OF P R O J E C T  IS • 9 9 , 0 0 0 , 0 0 0  DOL L A R S .

COfl5TRU7TIT)l7TIME"I5— 3"YEAR'57



(Alaska JSiate ^legislature
H O U S E  O F  R E P R E S E N T A T IV E S  

C O M M IT T E E  ON  R E S O U R C E S

K E N  F A N N IN G . C O -C H A IR M A N  
E R IC  S U T C L IF F E .  C O - C H A IR M A N  

P O U C H  V  
J U N E A U , A LA S K A  99811 

(907) 465-3713

M E M O R A N D U M

To: All Legislators

From: Rep. Eric Sutcliffe

Date: F e b r u a r y  11, 1982

Subject: HB 758 - "An Act relating to the energy p r o g r a m  f~r Alaska"

House Bill 758 by the House Resources Commictee makes two changes 

to HB 655.

The first change requires that a utility wh i c h  purchases power 

from a state funded power project to establish a certain rate struc­

ture. This rate structure is as follows:

For the first 250 K Wh per month, per customer, the retail rate 

must exclude the payback of capital construction costs. In other words, 

for this level of usage, a rate is charged as if the project were built 

as a state grant.

Higher rates for residential customers must be charged for that 

level of usage above 250 KWh pet month. One additional rate step in­

crease is mandated - m o r e  are optional. In order to encourage con­

servation, these rates should be higher for higher usages (inverted 

r a tes.)

The payback to the State for construction of the project would 

therefore, be borne by those consuming in excess of 250 KWh per month.

The second change, alters the term of payback to the state from 

thirty-three and one-third years (HB 655), to thirty-three and one- 

third years or, three-fourths of the life of the project, whichever 

is less.



M R .  C H A I R M A N ,  M Y  N A M E  IS B U D D  G O O D Y E A R .  I A M  

A  M E M B E R  A N D  A  C U S T O M E R  O F  M A T A N U S K A  E L E C T R I C  

A S S O C I A T I O N  A N D  I A!-! E M P L O Y E D  B Y  M E A  A S  P U B L I C  

I N F O R M A T I O N  O F F I C E R .

H O U S E  B I L L  7 5 8  IS N O T  A  H Y D R O  F I N A N C I N G  

7 'ID M E  N T , I T  IS A N  E L E C T R I C  E N E R G Y  T A X  R A T E  

B I L L ,  B E C A U S E  H O U S E  B I L L  6 5 5  IS N O T  A  H Y D R O  

F I N A N C I N G  B I L L ,  I T  IS A  R E V E N U E  B I L L .

IT  IS O U R  U N D E R S T A N D I N G  T H A T  T H E  P E O P L E  O F  T H E  

S T A T E  O W N  T I E  W E A L T H  O F  T H E  S T A T E  A N D  T H A T  W E  

E L E C T  S T A T E  G O V E R N M E N T  T O  M A N A G E  T H A T  W E A L T H

T E S T I M O N Y  B E F O R E  H O U S E  R E S O U R C E S  C O M M I T T E E

O N  F E B R U A R Y  26, 1 9 8 2



Page 3

F O R  E X A M P L E ,  T H A T  T H E  S U S I T N A  P R O J E C T  I S  O V E R  

B U I L D  A N D  T H E  R A I L B E L T  A R E A  W I L L  N E V E R  U S E  T H E  

P O W E R  W H I C H  I T  W I L L  G E N E R A T E .  T H E Y  T H E N  P R O ­

C E E D  T O  D E V E L O P  A N D  I N T R O D U C E  A  F I N A N C I N G  P L A N  

A N D  R A T E  S T R U C T U R E  W H I C H  W I L L  N O T  A L L O W  T H E  

C O N S U M E R  T O  A F F O R D  T O  B U Y  H Y D R O  P R O J E C T  E N E R G Y .

U N D E R  H B  6 5 5  A N D  H B  7 5 6 ,  H Y D R O  P O W E R  E L E C T R I C  

E N E R G Y  M I G H T  W H O L E S A L E  F O R  2 0 C  P E R  K W H ,  R E T A I L  

C O S T S  F O R  M E A  C U S T O M E R S  IS R U N N I N G  2 . 5  T I M E S

$ 8

W H O L E S A L E  C O S T .  T H E S E  T W O  B I L L S  W I L L  C A U S E  U f U M f t O  

S P I R A L I N G  E L E C T R I C A L  R A T E S .

MR. C H A I R M A N ,  IIB 7 5 8  IS U N A C C E P T A B L E  A  S E C O N D  

W A Y  —  I N  . R O P O S I N G  I N V E R T E D  R A T E S .  W E  E S T I M A T E  

T H A T  W E  H A V E  T H R E E  T O  F O U R  T H O U S A N D  H O M E S  

W H I C H  U S E  E L E C T R I C  H E A T  A S  T H E  B A S I C  H O M E  

H E A T I N G  S O U R C E .  T O  C A U S E  T H E M  S E V E R E



M R .  C H A I R M A N ,  M Y  N A M E  I S  B U D D  G O O D Y E A R .  I A M  

A  M E M B E R  A N D  A  C U S T O M E R  O F  M A T A N U S K A  E L E C T R I C  

A S S O C I A T I O N  A N D  I A M  E M P L O Y E D  B Y  M E A  A S  P U B L I C  

I N F O R M A T I O N  O F F I C E R .

H O U S E  B I L L  7 5 8  IS N O T  A  H Y D R O  F I N A N C I N G  

A M E N D M E N T ,  I T  IS A N  E L E C T R I C  E N E R G Y  T A X  R A T E  

B I L L ,  B E C A U S E  H O U S E  B I L L  6 5 5  IS N O T  A  H Y D R O  

F I N A N C I N G  B I L L ,  I T  IS A  R E V E N U E  B I L L .

IT IS O U R  U N D E R S T A N D I N G  T H A T  T H E  P E O P L E  O F  T H E  

S T A T E  O W N  T H E  W E A L T H  O F  T H E  S T A T E  A N D  T H A T  W E  

E L E C T  S T A T E  G O V E R N M E N T  T O  M A N A G E  T H A T  W E A L T H

T E S T I M O N Y  B E F O R E  H O U S E  R E S O U R C E S  C O M M I T T E E

O N  F E B R U A R Y  26, 1 9 8 2
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A N D  P R O V I D E  B E N E F I T S  T O  T H E  P E O P L E  F R O M  IT. 

W H E R E  A R E  T H E  B E N E F I T S  I N  H O U S E  B I L L  6 5 5  A N D  

7 5 8 ?  T H E R E  A R E  N O N E .

M R .  C H A I R M A N ,  O U R  R A T E  P A Y E R S  A R E  E X P R E S S I N G

.C O N C E R N  $ F  T O D A Y ' S  E L E C T R I C  R A T E S  B Y  P E T I T I O N S .  

T H E Y  A R E  N O T  G O I N G  T O  W E L C O M E  A N  E L E C T R I C  

E N E R G Y  T A X  W H I C H  M I G H T  R A I S E  T H E  W H O L E S A L E  

C O S T  O F  E L E C T R I C  E N E R G Y  T C  2 0 C  A  K I L O W A T T  H O U R

H O U S E  B I L L  6 5 5  A N D  7 5 8  H A V E  T H A T  P O T E N T I A L  

B E C A U S E  T H E Y  A R E  R E V E N U E  B I L L S  N O T  F I N A N C I N G  

B I L L S  A N D  T H E Y  A R E  N O T  B I I L S  B E N E F I T I N G  

T O D A Y ' S  R E S I D E N T S  O F  T H E  S T A T E .

T H O S E  W H O  O P P O S E  H Y D R O - P O W E R  A R E  V E R Y  I N C O N -  

S I S T A N T  I N  W H A T  T H E Y  S A Y .  F I R S T ,  T H E Y  T E L L  Y O U ,
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F O R  E X A M P L E ,  T H A T  T H E  S U S I T N A  P R O J E C T  I S  O V E R  

B U I L D  A N D  T H E  R A I L 3 E L T  A R E A  W I L L  N E V E R  U S E  T H E  

P O W E R  W H I C H  I T  W I L L  G E N E R A T E .  T H E Y  T H E N  P R O ­

C E E D  T O  D E V E L O P  A N D  I N T R O D U C E  A  F I N A N C I N G  P L A N  

A N D  R A T E  S T R U C T U R E  W H I C H  W I L L  N O T  A L L O W  T H E  

C O N S U M E R  T O  A F F O R D  T O  B U Y  H Y D R O  P R O J E C T  E N E R G Y .

U N D E R  H B  6 5 5  A N D  H B  7 5 8 ,  H Y D R O  P O W E R  E L E C T R I C  

E N E R G Y  M I G H T  W H O L E S A L E  F O R  2 0 C  P E R  K W H ,  R E T A I L  

C O S T S  F O R  M E A  C U S T O M E R S  I S  R U N N I N G  2.5 T I M E S

$ 8
W H O L E S A L E  C O S T .  T H E S E  T W O  B I L L S  W I L L  C A U S E  

S P I R A L I N G  E L E C T R I C A L  R A T E S .

MR. C H A I R M A N ,  IIB 7 5 8  IS U N A C C E P T A B L E  A S E C O N D  

W A Y  —  I N  P R O P O S I N G  I N V E R T E D  R A T E S .  W E  E S T I M A T E  

T H A T  W E  H A V E  T H R E E  T O  F O U R  T H O U S A N D  H O M E S  

W H I C H  U S E  E L E C T R I C  H E A T  A S  T H E  B A S I C  H O M E  

H E A T I N G  S O U R C E .  T O  C A U S E  T H E M  S E V E R E



U N N E C E S S A R Y  R A T E  I N C R E A S E S ,  A S  H B 7 5 8  A N D  H B 6 5 5  

W O U L D  D O ,  W H E N  T H E  A L T E R N A T I V E S  A R E  E X P E N S I V E ,  

I N E F F I C I E N T  F O S S I L  F U E L S  I S  U N A C C E P T A B L E  

D O  N O T  C O N S I D E R  U S  A  S U P P O R T E R  O F  E L E C T R I C  

S P A C E  H E A T I N G ,  B U T  L E T  M E  T E L L  Y O U  A  C O U P L E  O F  

T H I N G S  A B O U T  E L E C T R I C  E N E R G Y  E F F I C I E N C I E S .

1 0 0 %  O F  T H E  E L E C T R I C  E N E R G Y  D E L I V E R E D  T O  A  

IIOML F O R  H E A T I N G  P U R P O S E S  IS U S E D . T H A T ' S  

R I G H T ,  E L E C T R I C  H E A T  IS 1 0 0 %  E F F I C I E N T  W H E N  

Y O U  C O N S I D E R  H E A T I N G  E N E R G Y  A V A I L A B L E  A T  T H E  

D E L I V E R Y  P O I N T .

T H E  I N E F F I C I E N C I E S  O F  E L E C T R I C I T Y  C O M E  I N  

G E N E R A T I O N  O F  E L E C T R I C  E N E R G Y  U S I N G  F O S S I L  

F U E L S .  I T  IS F O S S I L  F U E L  G E N E R A T I O N  W H I C H  

C A U S E S  M O S T  O F  T H E  I N E F F I C I E N C I E S  IN E L E C T R I C  

E N E R G Y .  E V E N  A  N U C L E A R  R E A C T O R  R U N N I N G  9 8 %
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E F F I C I E N T  L O S E S  T H A T  E F F I C I E N C Y  B E C A U S E  T H E  

S T E A M  G E N E R A T O R  I T  O P E R A T E S  IS O N L Y  6 5  T O  7 0 %  

E F F I C I E N T .  N O N E  O F  T H E S E  E F F I C I E N C I E S  E X I S T  

IN H Y D R O - P O W E R .  I T  F O L L O W S  T H A T  H Y D P . O - P O W E R ,

A  R E N E W A B L E  E N E R G Y  USEL)^ F O R  S P A C E  H E A T I N G  IS 

T H E  M O S T  E F F E C T I V E  A N D  E F F I C I E N T  U S E  O F  E N E R G Y  

A V A I L A B L E  T O D A Y .  A G A I N ,  I A M  N O T ,  R E P E A T  N O T .  

A D V O C A T I N G  E L E C T R I C  S P A C E  H E A T I N G ,  I A M  

E X P L A I N I N G  E F F I C I E N C I E S .  F R O M  A  H Y D R O - P O W E R  

S I T E  T O  A  C U S T O M E R ' S  H O M E  1 0 %  T R A N S M I S S I O N  A N D  

D I S T R I B U T I O N  L I N E  L O S S  M A Y  O C C U R .  T H A T  W O U L D  

M A K E  T H E  O V E R A L L  E F F I C I E N C Y  O F  E L E C T R I C  H E A T  

F R O M  A  H Y D R O - P R O J E C T  A T  9 0 % ,  M U C H  H I G H E R  T H A N  

A N Y  O T H E R  E N E R G Y  S O U R C E .  T H E  P O I N T  IS, W E  

S H O U L D  N O T  A U T O M A T I C A L L Y  E L I M I N A T E  O R  P E N A L I Z E  

S O M E  E L E C T R I C  E N E R G Y  U S E S .  W E  S H O U L D  P L A N  

W I S E L Y  F O R  E N E R G Y  D E V E L O P M E N T  A N D  H B  6 5 5  A N D  

H B  7 5 8  A R E  B A D  P L A N S .
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O N E  F I N A L  P O I N T ,  O U R  F I X E D  C O S T S  A S S O C I A T E D

W I T H  S E R V I N G  S I N G L E - P H A S E  E N E R G Y  U S E R S  -
>

N O R M A L  R E S I D E N T I A L  S E R V I C E  - R A N  A P P R O X I M A T E L Y  

$ 3 8  P E R  S E R V I C E  P E R  M O N T H  I N  1 9 8 0 .  1 9 8 1  F I G -

U R E S  A R E  N O T  Y E T  A V A I L A B L E J T O  I N S T I T U T E  A  

L I F E L I N E  R A T E ,  D I S C O U N T  R A T E ,  O R  I N V E R T E D  

R A T E ,  A N D  F O R C E  U S  T O  S E L L  T H E  F I R S T  2 5 0  K W H ,  

A T  S A Y  A  P E N N Y  E A C H ,  W O U L D  C A U S E  U S  T O  L O S E  

A P P R O X I M A T E L Y  $ 3 5 . 5 0  O N  T H E  2 5 0  K W H  S O L D .  IN 

O R D E R  F O R  U S  T O  M E E T  O U R  F I N A N C I A L  O B L I G A T I O N S  

T H E N ,  S O M E  O T H E R  U S E R  G R O U P  W O U L D  H A V E  T O  

S U B S I D I Z E  A  L A R G E  P O R T I O N  O F  C O S T S  A S S O C I A T E D  

W I T H  S E R V I N G  C U S T O M E R S  W H O  U S E  L E S S  T H A N  

2 5 0  K W H .  W E  B E L I E V E  T H E S E  S U B S I D I E S  A R E  N O T  

F A I R ,  A N D  M A Y  V I O L A T E  S T A T E  S T A T U T E S  O N  

E Q U I T A B L E  R A T E S .
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W E  A R E  N O T  I G N O R A N T  O F ,  O R  I N S E N S I T I V E  T O  T H E  

N E E D S  O F  A L A S K A  P I O N E E R S ,  P E O P L E  O N  F I X E D  

I N C O M E S ,  O R  T H E  P O O R .  W H A T  W E  A R E  S A Y I N G  IS, 

E N E R G Y  R A T E S  A R E  A  P O O R  P L A C E  T O  C A R R Y  O U T  A  

E A L  P R O G R A M .  I T  IS N O T  H O N E S T ,  I T  H I D E S  

T H E  S U B S I D I E S ,  I T  H I D E S  T H E  S O C I A L  P R O G R A M  

R E Q U I R E M E N T .  M R .  C H A I R M A N ,  A N D  C O M M I T T E E  

H B  7 5 8  IS B A D  F O R  T H E  S T A T E ,  K I L L  IT, P L E A S E .  

TEIAT G O E S  F O R  H B  6 5 5  T O O .

T H A N K  Y O U  F O R  T H E  O P P O R T U N I T Y  T O  S P E A K .



THE LEGISLATURE OF THE STATE OF ALASKA 
TWELFTH LEGISLATURE

FISCAL NOTE

I . REQUEST
Bill/Resolution No. House Bill No. 758___________________________________________
Title "An A c t  relating to the energy program for Alaska." ______________
Requested by Hnnf;p •Riocjr.urr-oq______________________________ Date 4/7/8?_______

II. FISCAL DETAIL
Agency Affected Office of the Governor_________________________________________
Program Category Affected Division o f  El.pct.ions______________________________
BRU, Program, Or Subprogram(s) Affected Division of Elections_____________
(Note: If more than one budget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
.,00 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

4.0 4.0

TOTAL -0- 4.0 -0- 4.0 -0- -0-

FUNDING (Thousands of Dollars)

GENERAL FUND 4.0 4.0
FEDERAL FUNDS if

OTHER (Specify Source)

No additional positions required.

FULL TIME 
PART TIME 
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

Assume:

1. That special elections on power projects will be lieId simultaneously with November 
general elections in affected areas.

2. That the Official Election Pamphlet will be the vehicle for delivery of descriptions 
of each power project to each registered voter prior to the appropriate election.

3. That three elections will be held during FY 83 (at the 1982 Genera], Election) a f­
fecting a) Terror Lake (Kodiak precincts), b) Bradley Lake (Kenai precincts), and 
cl Black Bear Lake (Craiq, Klawock, and Hvdabura Drecincts).

4 • J.11CIU UilC CJiUWUXUii *•>- v^ui. a.1 ivj i  l  UJ \OU U1C 1^0*1 Otti Itprj.m
the Susitna project (Anchorage, Fairbanks [Railbelt], and Valdez precincts).

5. That all expenditures, with the exception of printing costs for one addicional ballot
and some advertising costs, will be absorbed into the general detail budget for tne ^ 
Division of Elections as projected during a general election budget year. ~ &

IV. DATE 4/5/82__________________ PREPARED BY Danith P.. Arnoldt,. I^pnty Directrix  '
AGENCY Office of the Governor. Div. .QjLEloctions

Original: Legislative Finance PHONE Ejflft-filfll______________
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)

A t t a c h m e n t



FISCAL NOTE

III. ANALYSIS (continued)

If t h e  L e g i s l a t u r e  d e e m s  i t  n e c e s s a r y  t o  p l a c e  t h e s e  q u e s t i o n s  
o n  s p e c i a l  e l e c t i o n  b a l l o t s  s e p a r a t e  f r o m  t h e  G e n e r a l  E l e c t i o n  

i n  t h o s e  y e a r s  s p e c i f i e d ,  t h e s e  c o s t s  m u s t  b e  r e c a l c u l a t e d  a n d  
w i l l  i n c r e a s e  s i g n i f i c a n t l y .

i



f.O . Y Y /Y
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W i t h  al l of its i n d i g e n o u s  e n e r g y  re so urces, its large 
re v en ue s f r o m  en e rg y p r o d u c t i o n ,  and w i t h  m a n y  of its c i t i z e n s  
d e p e n d i n g  on h i g h - p r i c e d  fuels, the s ta te of A l a s k a  has a 
r e s p o n s i b i l i t y  to i nv ol ve  it s el f in e n e r g y  p l a n n i n g .  The s ta te  
l e g i s l a t u r e  rec og ni ze d this r e s p o n s i b i l i t y  in 1980 by r e q u i r i n g  
the d e v e l o p m e n t  of an a n n u a l  st ate long term  e n e r g y  p l a n  .
T h e  1980 A c t  re qu ire d that the p l a n  and its an n ua l r e vi si on s 
include:

A n "end-use" s t u d y  e x a m i n i n g  and r e p o r t i n g  on the 
na t ur e and a m o u n t  of e n e r g y  used  and  the p u r p o s e s  of 
its use

A n e ne r g y  o e v e l o p m e n t  c o m p o n e n t  for m e e t i n g  p r o j e c t e d  
thermal, e l e c t r i c a l  and t r a n s p o r t a t i o n  e n e r g y  ne eds  in 
the state at the lowest r e a s o n a b l e  cost

An en erg y c o n s e r v a t i o n  c o m p on en t,  in cl u d i n g  r e g io na l 
c o n s e r v a t i o n  g o a l s  and m e a s u r e s  to a c h i e v e  those g o a l s

A c o m p o n e n t  for e m e r g e n c y  en e r g y  c o n s e r v a t i o n  m e a s u r e s  
a p p l i c a b l e  du ri ng  t ime s of e m e r g e n c y

A report on a r e as  or s u b j e c t s  of en er g y  re search, 
d e v e l o p m e n t  and d e m o n s t r a t i o n  p r o j e c t s  inv olv in g 
a l t e r n a t i v e  e n e r g y  systems, local e n e r g y  sources, an d 
e n e r g y  co nse r va ti on .

By a d d r e s s i n g  the r e q u i r e d  e l e m e n t s  p r e s e n t e d  above, the 
p l a n  p r o v i d e s  an o v e r v i e w  of the s t a t e w i d e  e n e r g y  si tu ati on , 
and he lps  the state l e g i s l a t u r e  d e v e l o p  just and e q u i t a b l e  
s o l u t i o n s  to A l a s k a ' s  e n e r g y  pr obl em s . The o ve ra ll  p u r p o s e  of 
this y e a r ' s  report is to f o cu s e x i s t i n g  en e rg y i n f o r m a t i o n  to 
s u pp or t c ur r e n t  d e c i s i o n  m a k i n g  needs and p r o v i d e  a sense of 
p r i o r i t y  a cr o s s  state p r o j e c t s  and pro grams. To this end, the 
p l a n  report d e s c r i b e s  the c u r r e n t  and fu t ur e e n e r g y  situation, 
the least cost en er g y  a l t e r n a t i v e s  for d i f f e r e n t  regions, and 
the c o n s e q u e n c e s  of p u r s u i n g  these d i f f e r e n t  a l t e rn a ti ve s.

Th e 1982 report on the long term e n e r g y  plan  b ui l d s  on the 
ini tial 1981 long term e ne r g y  plan, as we ll  as other recent and 
o n go in g studies, including: the S u s i t n a  f e a s i b i l i t y  study by
A c r e s  Ame ric an ; the R a i l b e l t  E l e c t r i c a l  P owe r A l t e r n a t i v e s  
study, ard the H i st o r i c a l  and P r o j e c t e d  Oil and Gas  Use study

* St a t e  S ta tu te  HCS C C S B  438 (Finance). a m H , se c tio n 
44. 56.224



by B a t t e l l e  N o r t h w e s t  L a b o r a t o r i e s .  O n l y  th e H i s t o r i c a l  an d 
P r o j e c t e d  Oil and G a s  U s e  s tu dy  had b e e n  c o m p l e t e d  in time  to 
s u p p o r t  the d e v e l o p m e n t  of this y e a r ' s  plan. Ho w ev er , 
i n f o r m a t i o n  from  i n t e r i m  reports, w o r k i n g  p a p e r s  and dr af t 
r ep or ts  fr o m the other s t u d i e s  was  i n c o r p o r a t e d  w h e r e v e r  
p o ss ib le . T h i s  i n f o r m a t i o n  m a y  d i f f e r  s l i g h t l y  f ro m that 
c o n t a i n e d  in the final re p o r t s  for th ose  studies.

Th e  p r i m a r y  p o l i c y  o b j e c t i v e  (or que st ion ) a d d r e s s e d  by the 
1982 p l a n  is (how) "to use A l a s k a n  r e s o u r c e s  to meet, at the 
lo w es t r e a s o n a b l e  cost, A l a s k a ' s  c u r r e n t  and fu t ur e i n- st ate  
r e si de nt ia l , c o mm er ci al , in du s t r i a l  and t r a n s p o r t a t i o n  e n e r g y  
needs." W h i l e  it is r e c o g n i z e d  that th ere  are ot he r st at e 
social, e n v i r o n m e n t a l  an d e c o n o m i c  o b j e c t i v e s  that mus t be 
c o n s i d e r e d  in en e r g y  p la nn in g,  this "l e as t  cost" ob je c t i v e  was 
c ho s e n  to p r o v i d e  an a n a l y t i c a l  f r a m e w o r k  for the plan. The 
q u a n t i t a t i v e  e s t i m a t e s  of e n e r g y  c o s t s  and b e n e f i t s  p r o v i d e d  in 
the pl a n can be vie we d as a b a s is  for b ro a d e r  p o l i c y  d e c i s i o n s  
i nv ol v i n g  e n e r g y  and n o n - e n e r g y  de ci si on s.

W h i l e  c u r r e n t l y  a v a i l a b l e  e ne r g y  da ta  are limited, 
p a r t i c u l a r l y  at the r e g i o n a l  and s u b r e g i o n a l  levels, a regional 
p e r s p e c t i v e  is c r i t i c a l  to st ate e n e r g y  p l a n n i n g  effort s.  To 
p r o v i d e  the n e c e s s a r y  r e g i o n a l  e n e r g y  p e r s p e c t i v e  the sk at e was  
fi rst d i v i d e d  into th ree m a j o r  r e gi on s and u l t i m a t e l y  irto ni n e 
regions, as sh own in E x h i b i t  1 and d e s c r i b e d  in A p p e n d i x  A.
Th e  major regio ns are used for d i s c u s s i o n  p u r p o s e s  in most  
instances, s inc e e x i s t i n g  data do not s up por t a n a l y s i s  at a 
nine region level. Th e t hre e a g g r e g a t e  re g ion s and their 
c o m p o n e n t s  are:

E x t e n d e d  R a i l b e l t  Ar e a

S ou th C e n t r a l  R e g i o n  (Region V)
P r i n c e  W i l l i a m  S oun d (Region VI)
F a i r b a n k s / A l a s k a  H i g h w a y  (Region VII)

The  "Bush"

A r c t i c  S l op e (Region I)
S u b a r c t i c  C o a s t  (Region II)
A l e u t i a n  I s l a n d s / A l a s k a  P e n i n s u l a  (Region III) 
S o u t h w e s t  C o a s t  (Regi on  IV)
I n t e ri or  (Regi on  VIII)

S ou th e a s t  Area

S o u t h e a s t  (Region IX)
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T h e s e  r e g i o n s  w e r e  d e v e l o p e d  b y  a g g r e g a t i n g  A l a s k a ' s  c e n s u s  

r e g i o n s  t o  p r o d u c e  g e o g r a p h i c a l  a r e a s  h a v i n g  s i m i l a r  e n e r g y  u s e  
p a t t e r n s ,  e n e r g y  p r o b l e m s  a n d  e n e r g y  r e s o u r c e s .

T h e  i m p o r t a n c e  of a reg io n al  d i s a g g r e g a t i o n  to a na ly ze  
A l a s k a ' s  e n e r g y  s i t u a t i o n  js i l l u s t r a t e d  in the f o l l o w i n g  
exa m pl e.  A v e r a g e  per ca p i t a  r e s i d en ti al  e l e c t r i c i t y  use in the 
s ta te is o nl y s l i g h t l y  hig he r than that in the  lower 48 st at es  
- a p p r o x i m a t e l y  3,275 k i l ow at t  hours (KWH) in 1980, c o m p ar ed  
w i t h  the U.S. a v er ag e of 3,250 KWH. A v e r a g e  e l e c t r i c i t y  costs 
ar e also similar: A l a s k a ' s  w e i g h t e d  a v e r a g e  cost is
a p p r o x i m a t e l y  6 cents per KWH, c o m pa re d w i t h  5.5 c e nt s in the 
lower 48 states. Howev er,  as shown in E x h i b i t  2, both 
e l e c t r i c i t y  and fuel oil p r i c e s  vary s u b s t a n t i a l l y  across the 
s t a t e .

To i l l u s t r a t e  these d i f f e r e n c e s  and e v a l u a t e  their 
i m p l i c a t i o n s  for en er gy  p la nn in g,  this p l a n  p r o v i d e s  as mu c h 
d e t a i l  as p o s s i b l e  at a r e g io na l level g i v e n  e x i s t i n g  ene rg y 
data. It is re co g n i z e d  that these data a r e  o ft en  i n c o mp le te  
a n d  d i f f e r e n t  sourc es are li kel y to be i n c o n s i s t e n t .  B e c a u s e  
of the c u r r e n t  data p ro bl em s,  this y e a r ' s  report sh o ul d be 
v i e w e d  as a p r e l i m i n a r y  d e s c r i p t i o n  of d e t a i l e d  re gio nal  e ne r g y  
pr o b l e m s .  Ho we ve r , the p l a n  does p r o v i d e  an o p e r a t i o n a l  
re g io n a l  fr am e w o r k  that ca n  be u t i l i z e d  as a b a s is  for ene rgy  
p l a n n i n g  from  the state level all the w a y  d o w n  to the local and 
c o m m u n i t y  level.

In c o n d u c t i n g  the a n a l y s i s  to s up po rt  this ye ar 's  report 
three b a s ic  q u e s t i o n s  are used to p r o v i d e  a m e a n s  for fo c us in g 
the e x i s t i n g  i n f o r m a t i o n  and to p r o v i d e  a b et t e r  u n d e r s t a n d i n g  
of the p o l i c y  and p r o g r a m  o pt io ns  a v a i l a b l e  to the state.
T h e s e  q u e s t i o n s  are:

W h a t  ty p e  of e n e r g y  p r o b l e m  d o e s  A l a s k a  f a c e  (where, 

w h e n ,  wh y ,  h o w  s e v e r e ) ?

An e n e r g y  p r i c e  p r o b l e m

A r e s o u r c e  e x h a u s t i o n  p r o b l e m  or e n e r g y
p r o d u c t i o n  c o n s t r a i n t s

An e n e r g y  v u l n e r a b i l i t y / r e l i a b i l i t y  p r o b l e m ?

W h a t  t e c h n o l o g y  o p t i o n s  a r e  m o s t  a t t r a c t i v e  for 

r e d u c i n g  e a c h  p r o b l e m ?

3



EXHIBIT 2
CO M PA RISO N  O F RESIDENTIAL OIL AND ELECTRIC PRICES IN A LA SK A :

1980

ELECTRICITY
PRICE
(4/KWH)

U.S. AVERAGE 
5.44/KWH

45.0

36.0

27.0

18.0

9.0

# SOUTHWEST 
COAST

* ALEUTIAN 
ISLANDS

•  VALDEZ/CORDOVA

•  FAIRBANKS

SOUTH CENTRAL
 *   » ---------------

SOUTHEAST
_____________ I .............. -L

ARCTIC
SLOPE

•  INTERIOR
*  ARCTIC/SUB- 
w ARCTIC

COASTAL

1.00

U.S. AVERAGE 
97.74/GALLON

1.25 1.50

FUEL OIL PRICE 
($/GALLON)

1.75 2.00

SOURCE: DEPD CO M M U N ITY  ENERGY SURVEY 
ALASKA PUC ANNUAL REPORT 
EIA 1900 ANNUAL REPORT TO CONGRESS



W h a t  is the mo st  ef fe c t i v e  set of s t at e e n e r g y  
p r o j e c t s  and p ro g r a m s ?

By f o c u s i n g  d i r e c t l y  on e xis ti ng and p o t e n t i a l  e ne r g y  
p r o b l e m s  it is p o s s i b l e  to e s ta bl is h a cl ose  link b e t w e e n  the 
ene r gy  needs of A l a s k a n s  and the p o t e n t i a l  t e c h n o l o g i c a l  
s o l u t i o n s  an d st ate p r o g r a m s  that a d dr es s t h es e needs. T hi s 
p r o c e s s  will p r o v i d e  a b as is  for d e t e r m i n i n g  w h e t h e r  or not 
in d i v i d u a l  p r o j e c t s  are d i r e c t e d  tow ard s the m o s t  p r e s s i n g  
pro bl em s.  The  re ma i n i n g  p o r t i o n s  of the O v e r v i e w  and S u m m a r y  
d e s c r i b e  the mo st  p r e s s i n g  exi st in g and p o t e n t i a l  ene rg y 
p r ob le ms , the m o s t  a t t r a c t i v e  t e c h n o l o g i c a l  a l t e r n a t i v e s  and 
p r o v i d e  r e c o m m e n d a t i o n s  for fut ur e state a ct iv it ie s.

1. HIGH P R I C E S  R E P R E S E N T  A L A S K A ' S  MA JOR  NE A R  A N D MID T E R M
E NE R G Y  P R O B L E M

E n e r g y  p r i c e s  vary s u b s t a n t i a l l y  t h r o u g h o u t  the state 
( i ll us tr ate d in E x h i b i t  2, above). The most p o p u l a t e d  ar eas  
che— So ut h C e n t r a l  and S o u t h e a s t — c u r r e n t l y  p a y  r e l a t i v e l y  low 
electr city  pri ces . Much of the natu ral  gas used to g e n e r a t e  
e l e c t r i c i t y  in the S ou th  C e nt ra l region, is p u r c h a s e d  under 
lo n g - t e r m  c o n t r a c t s  ne g o t i a t e d  in the ea rly 1960s. The 
S o u t h e a s t  re gio n b e n e f i t s  from h y d ro po we r f a c i l i t i e s  wh ich  w e r e  
bu ilt prior to recent large cost increases.

S i mi l a r l y ,  fuel oil p r i c e s  in the So uth  C e n t r a l  and 
S o u t h e a s t  re gi ons  are only 25 to 30 p e r c e n t  hi gh er  than the  
U.S. average. T h e s e  cost d i f f e r e n t .als are not out of line 
with  ma ny  c o n s u m e r  goods, which, also cost m o r e  in Al a s k a  than 
in the lower 48 states.

T h i s  is not the case for A l a s k a ' s  rural c o n s u m e r s — with 
almost total rel ia nc e upon p e t r o l e u m  p r o d u c t s — w ho  are hit the 
h a rd es t by high e n e r g y  pri -es. Ba sed on re g io na l av erages, 
they pay up to 8 times more for e l e c t r i c i t y  than u t b a n  A l a s k a n s  
and up to d o u b l e  for fuel oil. T h e s e  high c o st s ar e a result 
of two key factors:

Hi g h P e t r o l e u m  D i s t r i b u t i o n  C o s t s — In the bu^h, small 
v o lu me s of diesel fuel must be s h i p p e d  long d i s t a n c e s  
b e t w e e n  c o m m u n i t i e s  Th e  p ro du ct  c h a n g e s  hands many  
times, d ri vi n g up its cost. L arg e i n v e n t o r i e s  must  be 
f i n a n c e d  and kept on hand, e s p e c i a l l y  du ri ng the 
winter, when the w at er w a y s  are icebound.

Low C o n v e r s i o n  E f f i c i e n c i e s --In ma ny  com mu ni ti e s,  
g e n e r a t i n g  e q ui pm en t has a c o n v e r s i o n  e f f i c i e n c y  of



onl y 12 to 18 pe rc en t.  Larger bush c o m m u n i t i e s  such 
as K o t z e b u e  have die se l g e n e r a t i n g  e f f i c i e n c i e s  
a p p r o a c h i n g  32 p er ce nt,  and c o r r e s p o n d i n g l y  lower 
e l e c t r i c i t y  costs.

S i nc e bush re gio n c o n s u m e r s  pa y hig h e n e r g y  prices, the y 
use s u b s t a n t i a l l y  less en er g y  to meet el e c t r i c a l  and thermal 
ene rg y ne ed s than do c o n s u m e r s  in the E x t e n d e d  R a i l b e l t  and 
S o u t h e a s t  region. This  ou t c o m e  results for s ev er al  reasons:

H i g h e r  e l e c t r i c i t y  and fuel oil pr i c e s  m a n d a t e  
c o n s e r v a t i o n

D w e l l i n g s  are of a s ma ll er  size

Fewer el ec tr ic al  ap pl i a n c e s  are used.

Even  though s u b s t a n t i a l l y  less e l e c tr ic al  and t he rm al  en er gy  is 
used in the bush regions, bush h ou s e h o l d s  spend a p p r o x i m a t e l y  
the same annual am oun t for e l e c t r i c i t y  and spend s u b s t a n t i a l l y  
more to meet their thermal needs than res id e nt s of the E x t e n d e d  
R a il L It. E l e c t r i c i t y  and thermal en erg y c o n s u m p t i o n  p a t t e r n s —  
inc lu din g av e r a g e  h o u s e h o l d  con su mp t io n,  pri ces  and e x p e n d i­
tures— for the three regi ons  are shown in E x h i b i t s  3 and 4.

The  r el a t i v e l y  large h o u s e h o l d  thermal en e rg y c o n s u m p t i o n  
in the S o u t h e a s t  results from per ca p it a the rma l c o n s u m p t i o n  
sl i gh tl y lower than that in the E x t en de d Ra il bel t, but larger 
hou seholds. In add ition, o nl y the cost of he a t i n g  w i t h  fuel 
oil was c o n s i d e r e d  for the Sout hea st , w hi le  both oil and 
nat ur al gas we re  c o n s i d e r e d  in d e t e r m i n i n g  the t he rma l e n e r g y  
pr i ce s in the bush and E x t e n d e d  R a i l be lt  regions. The fuel oil 
pri c es  used For the bush region include those in major 
po p u l a t i o n  centers, which are s u b s t a n t i a l l y  lower than those 
in o u t l y i n g  areas.

AJ 1 Alaskans, urba.i and rural, will be a f f e c t e d  by oil and 
natural gas p r i ce  trend, in the com ing  years. It a pp e a r s  that 
c r ude  oil p r i c e s  will re mai n level or even d e c l i n e  d ur i n g  the 
next few years. C u rr e nt  w o r l d  ec o no mi c c o n d i t i o n s  c o u p l e d  with 
a s ub s ta nt ia l incre ase  ii en er g y  use e f f i c i e n c y  have  g r ea tl y 
reduced w orl d oil demand. W o r l d w i d e  e c o no mi c recovery, w h i ch  
w o ul d s ti mu l a t e  oil demand, is not lixely to take p l a c e  for at 
least a year. An excess d e m a n d  for oil, wh ich  w o ul d  push 
pri ce s upward, may not be felt in the w or ld  oil m a r k e t s  until 
after 1985. T h e s e  c o n d i t i o n s  sugge st that exc es s oil s u p pl ie s 
will co nt in ue  until the late 1980s.



EXHIBIT 3
HOUSEHOLD RESIDENTIAL ELECTRICITY EXPENSE
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EXHIBIT 4
HOUSEHOLD RESIDENTIAL THERMAL ENERGY FXPENSE
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D u r i n g  the late 19 80s  an d 1990s, w or ld  e n e r g y  p r i c e s  can be 
e x p e c t e d  to inc rea se , but at a m o r e  m o d e r a t e  rate than  that 
e x p e r i e n c e d  d u r i n g  the 1970s. A l a s k a n  oil p r i c e s  can  be 
e x p e c t e d  to track this m o r e  m o d e r a t e  real a n n u a l  g r o w t h  rate of 
ab ou t 2.5 p e r c e n t  t hr o u g h  the year  2000.

H ig h oil p r i c e s  me a n that A l a s k a n ' s  al so  p a y  mo r e for 
t r a n s p o r t a t i o n  f ue ls  than r e s i d e n t s  of the lower 48 states.
E v e n  though a p p r o x i m t e l y  50 p e r c e n t  of t r a n s p o r t a t i o n  fuel is 
used for i n t e r n a t i o n a l  and  d o m e s t i c  jet a vi at i o n ,  hi g h p r i c e s  
for h i g h w a y  g a s o l i n e  and d ie s e l  ha ve  a s u b s t a n t i a l  i m p a c t  on 
i n d iv id ua l e n e r g y  e x p e n d i t u r e s .  If a h o u s e h o l d  us e d 1,000 
g a l l o n s  of fuel a n n u a l l y ,  their e x p e n d i t u r e s  w o u l d  range 
b e t w e e n  $1,400 and $1 ,7 00  d e p e n d i n g  upon ex ac t fuel prices.
T h i s  is ro u g h l y  e qu al to che a m o u n t  spent on th e r m a l  e n e r g y  and 
not q u i t e  tw ice the a m o u n t  sp ent on e le ct ric ity .

A l a s k a n  n a t u r a l  gas p r i c e s  are e x p e c t e d  to stay r e l a t i v e l y  
level t hr o ug h the e a r l y  1980s, for a s pe ci al  reason. C u r r e n t l y  
the A n c h o r a g e  area  re l i e s  p r i m a r i l y  on Cook  I nle t n a t u r a l  gas 
to m e e t  its th er mal  and e l e c t r i c a l  needs. M a n y  20 year 
c o n t r a c t s  for this  gas we r e i n i t i a t e d  in the 1960s. T he  gas  
p u r c h a s e d  today under th ese c o n t r a c t s  is very  l o w - p r i c e d  (e.g., 
18jzi to 25jzf/MCF) c o m p a r e d  with  o th e r e n e r g y  sources. W h e n  these 
c o n t r a c t s  exp ir e in the m i d - 1 9 8 0 s ,  pr ic es  s h o u l d  rise to $2.00 
to $ 2.6 8 per MCF.

2. E L E C T R I C I T Y  A N D  T H E R M A L  E N E R G Y  USE P R O V I D E  TH E G R E A T E S T
O P P O R T U N I T Y  F OR  N E A R  AND  MID TE R M E NE R G Y  C O S T  S A V I N G S

E l e c t r i c i t y  use c u r r e n t l y  r e p re se nt s the s m a l l e s t  p o r t i o n  
of total s t ate  e n e r g y  use. Ho w ev er , it r e p r e s e n t s  o n e  of the 
f as tes t gr o w i n g  uses, a p p r o x i m a t e l y  10 p e r c e n t  a n n u a l l y  over 
the last decade. Th e  c o m m e r c i a l / i n d u s t r i a l  sec to r was  the d o m­
inant user of e l e c t r i c i t y  in each of the three r e g i on al  g r o u p s  
(see E xh ib it  5). Th at  se ctor a c c o u n t e d  for over  half of the 
st a te s total e l e c t r i c i t y  co ns um pti on .

A l t h o u g h  e l e c t r i c i t y  c ost s for most  A l a s k a n s  are low, bush 
re gi on  r es i d e n t s  ha v e very high p ow er  costs. S u b s t a n t i a l  
i m p r o v e m e n t s  can be ma de  in the e f f i c i e n c y  of e l e c t r i c i t y  
g e n e r a t i o n  in the bus h regions. T h e r e  are two w a y s  that these 
high c o st s can be mi ti ga ted :

Fuel S u b s t i t u t i o n - - W i n d  power, hy dr cp o we r,  and fossil 
fuels have  the p o t e n t i a l  to g e n e r a t e  e l e c t r i c i t y  at a 
lower cos t

6
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I n c r e a s e d  G e n e r a t i o n  E f f i c i e n c y — c ost s can  be reduc ed  
by i mp r o v i n g  m a i n t e n a n c e  and o p e r a t i n g  p r o c e d u r e s  and 
mo r e  e f f i c i e n t l y  m a t c h i n g  g e ne ra to r si z e to 
e l e c t r i c i t y  demand.

T h e r e  is s u b s t a n t i a l  i nc e n t i v e  to e xp lo re  fuel s u b s t i t u t i o n  
p o s s i b i l i t i e s ,  si nce m a n y  t e c h n o l o g i e s  look to be a t t r a c t i v e  
even u nd er m o d e s t  fuel e s c a l a t i o n  a s s u m p t i o n s  (E xhi bi t 6). As 
the ex hi bi t i ll us tra tes , sm all wind m a c h i n e s  w i t h  in st al l ed  
c os ts of $5,000 per KW, r un ni ng  at a c a p a c i t y  fa ct o r  (C.F.) of 
25 percent , w ou ld be c o m p e t i t i v e  with di ese l g e n e r a t o r s  today. 
D e s p i t e  the ini ti al  a t t r a c t i v e n e s s  of fuel s u b s t i t u t i o n  
options, the f e a s i b i l i t y  of s u b s t i t u t i n g  a l t e r n a t i v e  fuels and 
t e c h n o l o g i e s  for di e se l oil are s e v e r e l y  limited by re so ur ce  
a v a i l a b i l i t y  and the sm all scale of v i ll ag e e l e c t r i c i t y  
demand. Th e ac t u a l  cost e f f e c t i v e n e s s  of these a l t e r n a t i v e s  
must, therefore, be d e t e r m i n e d  on a c o m m u n i t y  by c o m m u n i t y  
basis.

D i e s e l  g e n e r a t o r  e f f i c i e n c y  can be inc re as ed  by i mp rov ed  
m a i n t e n a n c e  and by m a t c h i n g  g en er a t o r  size wi th  el e c t r i c a l  
demand. E xh i b i t  7 s h o ws  the wide  va ri a t i o n  in e l e c t r i c a l  g e n­
erator e f f i c i e n c y  in the bush regions. A c h i e v e m e n t  of e f f i c i­
enc i es  a b o ve  30 p e r c e n t  w o ul d be an ambitous, but b e n e f i c i a l  
the goal for all local u ti li tie s.  For those u t i l i t i e s  with  
op e ra t i n g  e f f i c i e n c i e s  b e l o w  20 p er ce nt,  such i m p r o v e m e n t s  
could result in fuel cost re du ct i on s of up to 50 percent. 
C o m m e n s u r a t e  c o n s u m e r  s a vi ng s  wo uld  follow. G e n e r a t o r  
m a i n t e n a n c e  may be im pr ov ed  thr oug h state s p o n s o r e d  train ing  
and o u t r e a c h  pr ograms. T h e  s t at e can al so  h e l p  in m a t c h i n g  
ge n er a t o r  siz e w i t h  demand.

T h e  mos t c o s t  e f f e c t i v e  m e t h o d  of m a t c h i n g  g e n e r a t o r  size 
with de m a n d  is to do wn  size  the di ese l g e n e r at or s.  This 
option, w h e re  feasible, w il l be more a t t r a c t i v e  on a p ur e l y  
e c o n o m i c  b a si s than i n c r e a s i n g  total s y s t e m  d e m a n d  through 
c o n s t r u c t i o n  of a r e l a t i v e l y  e x p e n s i v e  int er ti e s y s t e m  —  co sts  
range from $40,000 to $ 90 ,0 0 0 per mil e d e p e n d i n g  upon s y s t e m  
type an d location. T h i s  r es u lt s fro m the fact that the m a x i m u m  
e f f i c i e n c y  of a s m a l l — less than 5-10 M W - - i n t e r t i e  system, 
b e f o r e  t r a n s m i s s i o n  losses, is not s i g n i f i c a n t l y  better than a 
set of well run i n d e p e n d e n t  diesels.

If an ntert-ie s y s t e m  co uld  c re a t e  a c o n c e n t r a t i o n  of 
de m an d lu.ge en o ug h to w a r r a n t  a power p la nt fired by 
i n e x p e ns iv e  n on -oi l fu els it m a y  p ro ve  eco no mi ca l.  In that 
case, fuel e x p e n s e s  ma y be d e c r e a s e d  en ou gh  to j us tif y the 
e x pe ns e of an in ter ti e system. Th e  major p r o b l e m  w i t h  this

7
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o p t i o n  is fi n d i n g  the n e c e s s a r y  s c a l e  of demand. A 10 M W  p l a n t  
cou ld  s e r ve  a c o m m u n i t y  n e t w o r k  w i t h  a g g r e g a t e  a v e r a g e  de man d 
of 6 or 7 MW. Th i s size  p l a n t  w o u l d  re qu i re  a s u p p o r t i n g  
p o p u l a t i o n  of over 40, 00 0 p e o p l e  at c u r r e n t  e l e c t r i c i t y  u t i l i­
za ti o n  rates, w h i c h  is w e l l  in ex c es s of c u r r e n t  c o n c e n t r a t i o n s  
of p o p u l a ti on . W h i l e  i n t e r t i e  s y s t e m s  ma y  not be a t t r a c t i v e  
fr o m  an e c o n o m i c  st an d po in t,  they m a y  offer s i g n i f i c a n t  n o n­
econ om ic , soc ia l and i n s t i t u t i o n a l  benefits.

T h e s ta te 's  th er ma l e n e r g y  n ee ds  are m e t  p r i n c i p a l l y  by oil 
and n a t u r a l  gas. B o t h  the q u a n t i t y  of en erg y u s e d  an d the mix 
of f ue ls  d i f f e r s  s u b s t a n t i a l  by re g io n (see E x h i b i t  8) . The 
S o u t h e a s t  and bush r e gi on s rely p r i m a r i l y  on oil for m ee ti ng  
t h er ma l en e r g y  needs, w h i l e  oil, n a t u r a l  gas and e l e c t r i c i t y  
are all  u se d in the E x t e n d e d  R a i l b e l t  Region.

T h e r m a l  e n e r g y  e f f i c i e n c y  in A l a s k a ' s  e x i s t i n g  b u i l d i n g s  is 
low r e l at iv e to to da y' s c o n s t r u c t i o n  pr act ic e. T h r e e  e le me nts  
af f e c t  the o ve ra ll  cost of m e e t i n g  the rma l e ne r g y  ne ed s in 
r e s i d e n t i a l  and c o m m e r c i a l  bu il di ng s:

The  f u e l — cost  and  e ne r g y  co n t e n t

Th e  b u i l d i n g  s h el l i n t e g r i t y — thermal ga in  and loss 
c h a r a c t e r i s t i c s

Th e  fuel c o n v e r s i o n  unit  (e.g., f u r n a c e ) — cost and 
effic ien cy.

W h e r e  fuel is exp en si ve , as it is in the bush  regions, tnere is 
substantia., i n ce nt iv e to s u b s t i t u t e  f ue ls an d /o r impro ve 
c o n v e r s i o n  e f f i c i e n c y  and b u i l d i n g  shell int egr it y. For those 
c o n s u m e t s  wh o use l o w - c o s t  na tu ra l gas or low cost 
e l e c t r i c i t y - - p r i m a r i l y  in the R a i l b e l t  and S o u t h e a s t  
r e g i o n s — the in ce n t i v e  to s u b s t i t u t e  fuel s o u r c e s  or i nc re ase  
e f f i c i e n c y  is low. ’ s e n e r g y  p r i c e s  rise in the late 1980s and 
ea rly 1950s, however, m o r e  e f f i c i e n t  t e c h n o l o g i e s  such as w ast e 
heat re co ve ry  and heat  p u m p s - - w h i c h  have  p ro v e n  su cc es s fu l 
d ur i n g  a o n e- y e a r  d e m o n s t r a t i o n  in J u n e a u  and K e t c h i k a n - - w i l 1 
be i nt ro duc ed , p a r t i c u l a r l y  as d ie s e l  c o s ts  rise in the 
S o u t h e a s t .

T h e r m a l  losses in A l a s k a ' s  b u i l d i n g s  c£n  be red uc ed  from 10 
to 30 p e r c e n t  or even m o r e  in rural areas. In m a n y  ca ses  an 
e x p e n d i t u r e  of $300 wi l l result in a 10 p e r c e n t  r ed uc ti on  in 
b u i l d i n g  en er gy  use and s a v i n g s  of $180 an nua ll y;  w h i l e  a 
r e du ct io n of 30 p e r c e n t  and  t a vi ng s over $500 a n nu al ly , can be 
a c h i e v e d  with  e x p e n d i t u r e s  of $ 1 0 0 0 - $ 2 5 0 0  per b ui ld in g.  The
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EXHIBIT 8
RESIDENTIAL THERM AL DEMAND BY ENERGY SO U RC E
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r e l a t i v e  e f f e c t i v e n e s s  o f  a v a r i e t y  of c o n s e r v a t i o n  a n d  
a l t e r n a t i v e  e n e r g y  m e a s u r e s  is s h o w n  in E x h i b i t  9. I n f o r m a t i o n  
f r o m  c u r r e n t  s t a t e  a u d i t  p r o g r a m s  w i l l  b e  u s e d  to  c o n f i r m  an d 
r e f i n e  t h e s e  e s t i m a t e s  fo r u s e  in n e x t  y e a r ' s  plan.

S u b s t a n t i a l  a d v a n c e s  h a v e  b e e n  m a d e  in f u r n a c e  a n d  h e a t i n g  

t e c h n o l o g i e s  d u r i n g  th e  l a s t  d ec ad e.  F o r  A l a s k a n s ,  i m p r o v e d  
o i l  f u r n a c e s ,  n a t u r a l  g a s  f u r n a c e s ,  a n d  w o o d  s t o v e s  c a n  r e s u l t  
in i m m e d i a t e  c o s t  s a v i n g s .  F o r  e x a m p l e ,  a 30 p e r c e n t  
i m p r o v e m e n t  in f u r n a c e  e f f i c i e n c y ,  o f f e r e d  b y  a d v a n c e d  n a t u r a l  
g a s  a n d  f u e l  o i l  f u r n a c e s  c a n  s a v e  $ 5 0 0 - $ 1 0 0 0  p e r  r e s i d e n c e .

3. W H I L E  A L A S K A ' S  E N E R G Y  S U P P L I E S  A R E  P L E N T I F U L  IN T H E  N E A R  
T E R M ,  P R O J E C T E D  G R O W T H  IN  E L E C T R I C I T Y  C O N S U M P T I O N  D I C T A T E S  
I M M E D I A T E  C O N S I D E R A T I O N  O F  S U P P P L E M E N T A L  E L E C T R I C A L  S U P P L I E S

In l i g h t  of th e  p r o j e c t e d  p r i c e  t r e n d s  an d  r e g i o n a l  e n e r g y  
u s e  p a t t e r n s  d i s c u s s e d  ab o v e ,  A l a s k a ' s  c v e r a l l  e n e r g y  d e m a n d  is 
e x p e c t e d  t o g r o w  m o d e r a t e l y  d u r i n g  t i e  c o m i n g  y e a r s .  T h e  
p r o j e c t e d  g r o w t h  r a t e s  v a r y  b y  r e g i o n : *

In t h e  E x t e n d e d  R a i l b e l t  - e l e c t r i c i t y  d e m a n d  is 
p r o j e c t e d  to g r o w  at 3.5 p e r c e n t  a n n u a l l y ;  t h e r m a l  
e n e r g y  d e m a n d  w i l l  i n c r e a s e  a b o u t  2 p e r c e n t  p e r  y ea r. 
T r a n s p o r t a t i o n  fuel d e m a n d  w i l l  i n c r e a s e  at s l i g h t l y  
l e s s  t h a n  0.5  p e r c e n t  p e r  y e a r  a n d  f e e d s t o c k  d e m a n d  is 
p r o j e c t e d  to r e m a i n  c o n s t a n t ,  s i n c e  no n e w  p r o j e c t s  

a r e  a s s u m e d  to be bu il t .

T h e  S o u t h e a s t  - s h o u l d  e x p e r i e n c e  s l o w  t h e r m a l  e n e r g y  
d e m a n d  g r o w t h  (les.v than  1 p e r c e n t  p e r  y e a r ) ,  an d 
s t r o n g  g r o w t h  in el ect ri ci t'  r e m a n d  ( ab o u t  4 p e r c e n t  
p e r  y e a r)  an d  t r a n s p o r t a t i o n  f u e l  d e m a n d  (a b o u t  1.5 
p e r c e n t  pe r  y e a r ).•

In the B u s h  - t h e r m a l  e n e r g y  d e m a n d s  w i l l  g r o w  by  less 

t h a n  1 p e r c e n t  pe r y e ar , w h i l e  d e m a n d  for e l e c t r i c i t y  
s h o u l d  i n c r e a s e  by 7 p e r c e n t  p e r  y e a r  a n d  t r a n s p o r­
t a t i o n  fu el  d e m a n d  s h o u l d  i n c r e a s e  b y a b o u t  1 p e r c e n t  
p er y e a r .

E l e c t r i c i t y  c o n s u m p t i o n  is e x p e c t e d  to g r o w  m o r e  r a p i d l y  in the 
b u s h  a n d  S o u t h e a s t  r e g i o n s  t h a n  in the E x t e n d e d  R a i l b e l t ,  
b e c a u s e  le ss  e l e c t r i c i t y  is c u r r e n t l y  u s e d  p e r  c a p i t a  in t h o s e  
r e g i o n s ,  a n d  e v e n  s m a l l  i n c r e a s e s  in p o p u l a t i o n  g r o w t h  an d 
a p p l i a n c e  u s a g e  w i l l  r e s u l t  in s i g n i f i c a n t  p e r c e n t a g e  i nc r e a s e s .

* S o u r c e :  E a t t e l l e ,  " H i s t o r i c  O i l  a n d  G a s  C o n s u m p t i o n  a n d
P r o j e c t i o n s  t h r o u g h  the Y e a r  20 0 0, " for 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 .



EXHIBIT 9

C O M P A R I S O N  O F  E Q U I V A L E N T  E N E R G Y  C O S T  F O R  S E L E C T E D  
C O N S E R V A T I O N / E N D - U S E  T E C H N O L O G I E S

C

TECHNOLOGY

A t t i c  i n s u l a t i o n  
and wea t h e r  s t r i p -  
i ng  owner

I n e u l a t i o n / f  to n e  
w indows , a t e .
( h ig h  l e v e l )

W e a t h e r iz a t i o n  
package f o r  
r u r a l  h o u s in g  
p r o j e c t s

Advanced o i l  
f i r e d  b o i l e r  f o r  
a house

Wood s to v e  u s in g  
f r e e  wood

Wood s to v e  u s in g  
pu rchased  wood 
0 $50 cord

P a s s iv e  s o l a r  
(250 s p .  f t .  
d i r e c t  g a i n  ay a te a

G en e ra to r  waste 
Heat r e c o ve ry

EXAMPLE
LOCATION

Anchorage

Anchorage

TYPICAL IN IT IA L  
INSTALLED iCOBT

$ 301)

$2,500

S m a l l ,  re iaote f  1,000/houne 
v i l l a g e

3 jneau

Skagway/
Sou thea s t

Shagway/
Sou thea s t

F a irb a nk s

8 a a l l  r u r a l  
v i l l a g e  w i t h  
100K d i e s e l  
g e n e r a to r

$1,000 
( i n c r e a e n t n l  c o s t  
o v e r  s t d .  u n i t )

$ 900

$ 900

$3,750

$100,000

EXPECTED
L IFETIME
iSssssl

25

25

15

15

10

10

20

20

ANNUAL PRIMAKY 
EMBRGY 8AV1NCS 
( M i l .  R tu/Y r .)

20

82

A2

36

137

137

28

MOO

BASIS OF EKERCY
SAVINGS

10X o f  baaa 
200 HCF gaa/y r .

307 o f  baaa 
200 MCF g a s/ y r .

25Z o f  baaa 1,200 
g a l  o i l / y e a r

20X o f  base 
1300 g e .  o i l / y r .

75X o f  beee
1300 g e l .  d l / y r .

7SX o f  b e s i  
1300 g e l .  o i l / y r .

20X o f  beee 
1300 g e l .  o i l / y r .  
( eenuaee a supe r
i n s u l e t e d  house)

S u p p l i e s  100X o f  h e n t  
f o r  l o c e l  20,000 e q .  f t .  
s c h o o l  (o r  10,000 g e l .  
o i l / y r .  e e v ln g s

Notes t

LEVELIZ2D ANNUAL 
BHEP.CY COST 
$ /H i l  B tu

$1.90

$5.20

$3.50

$6.10

$ 1.20

$6.20

$17.90

$9.60

1. D is c o u n t  r a t e  assumed i s  12X.
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E l e c t r i c i t y  c o n s u m p t i o n  in th e  E x t e n d e d  R a i l b e l t  is 
p r o j e c t e d  t o i n c r e a s e  m o d e s t l y  in t h e  a b s e n c e  of  m a j o r  e c o n o m i c  
d e v e l o p m e n t s .  Y e t  e v e n  u n d e r  th i s c o n d i t i o n ,  m a j o r  c a p a c i t y  
a d d i t i o n s  w i l l  b e r e q u i r e d  in t h e e a r l y  19 90s, u n l e s s  e f f e c t i v e  
l o a d  m a n a g e m e n t  c a n  b e  u n d e r t a k e n  to  i n c r e a s e  c a p a c i t y  
u t i l i z a t i o n  rates.

A l a s k a ' s  t o t a l  e n e r g y  r e s o u r c e s  a r e  s u f f i c i e n t  to e a s i l y  
m e e t  p r o j e c t e d  n e e d s  w e l l  i n t o  the  2 1 s t  c e n t u r y .  H o w e v e r ,  it 
is n o t  y e t  c l e a r  h o w  t h e s e  r e s o u j c e s  w i l l  be  u s e d  to s a t i s f y  
f u t u r e  n ee d s .  D u r i n g  r e c e n t  y e a r s ,  g r o w t h  in n a t u r a l  g a s  use  
h a s  far  o u t s t r i p p e d  g r o w t h  in p e t r o l e u m  use. D u r i n g  the  l a s t  
d e c a d e ,  p e t r o l e u m  u s e  h a s  g r o w n  't Z— 6 p e r c e n t  a n n u a l l y ,  w h i l e  
n a t u r a l  g a s  u s e  h a s  g r o w n  s u b s t a  ltially f a s t e r — a v e r a g i n g  9-10 
p e r c e n t  a n n u a l l y .  T h e s e  f i g u r e s  r e ’e c t  t h e r a p i d  p o p u l a t i o n  
a n d  e n e r g y  u s e  g r o w t h  in t.he S o u t h  C e n t r a l  r eg io n,  w h e r e  
n a t u r a l  g a s  is th e  l e a d i n g  fuel.

D e s p i t e  s u b s t a n t i a l  f u t u r e  p r i c e  i n c r e a s e s ,  s u c h  a s t h o s e  
d i s c u s s e d  a b o v e ,  n a t u r a l  g a s  is l i k e l y  to r e m a i n  t h e  fu e l of 
c h o i c e  in t h e S o u t h  C e n t r a l  r e g i o n  to m e e t  t h e r m a l  n e e d s  a n d  
p r o v i d e  for p e a k  l o a d  e l e c t r i c i t y  g e n e r a t i o n .  H y d r o p o w e r  a n d 
c o a l - f i r e d  p o w e r  p l a n t s  a r e  th e m o s t  a t t r a c t i v e  o p t i o n s  for 
b a s e l o a d  p o w e r  g e n e r a t i o n  in t h i s  r e g i o n  d u e  to t h e l o n g  t e r m  
a v a i l a b i l i t y  of  c o a l  a n d  h y d r o  r e s o u r c e s .  N a t u r a l  g a s  p r i c e s  
w o u l d  h a v e  to r i s e  to at l e a s t  $i0 p e r  M C F  b e f o r e  p o w e r  
g e n e r a t i o n  a l t e r n a t i v e s  s u c h  a s  h y d r o p o w e r  b e c o m e  e c o n o m i c a l l y  
a t t r a c t i v e ,  or b e f o r e  f u e l  oi l  or c o a l - g e n e r a t e d  e l e c t r i c i t y  
r e p l a c e  n a t u r a l  g a s  fo r s p a c e  h e a t i n g .  W o o d  at n o m i n a l  p r i c e s  
m a y  be c o m p e t i t i v e  w i t h  n a t u r a l  g a s  for h o m e  h e a t i n g ;  
c o m m e r c i a l l y  s o l d  w o o d  m a y  be c o m p e t i t i v e  if w o o d  p r i c e s  c a n  be 
k e p t  b e l o w  $40 - $50 p e r  c o r d  as  n a t u r a l  g a s  p r i c e s  r is e in 
re a l terms.

G i v e n  the  e c o n o m i c  a t t r a c t i v e n e s s  a n d c o n v e n i e n c e  of 

n a t u r a l  g a s  for m e e t i n g  t h e r m a l  and  e l e c t r i c a l  n e e d s ,  t h e r e  is 
o n l y  o n e  f a c t o r  t h a t  m a y  i n h i b i t  its f u t u r e  use: the a d e q u a c y  
of C o o k  I n l e t  r e s e r v e s .  T h e  A l a s k a  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  c o n d u c t s  a n a n n u a l  f o r e c a s t  of  the l i k e l y  f u t u r e  
t r e n d s  in oi l  ^ n d  n a t u r a l  g a s  d e m a n d  a n d s u p p l i e s .  R e s u l t s  of 
t h a t  s t u d y  i n d i c a t e  t h a t  s u f f i c i e n t  C o o k  I n l e t  r e s e r v e s  e x i s t  
to s u p p l y  th e S o u t h  C e n t r a l  r e g i o n  u n t i l  th e y e a r  2000, 
p r o v i d e d  that:

N e w  c o a l  or h y d r o p o w e r  g e n e r a t i o n  p l a n t s  a r e  u s e d  to

m e e t  f u t u r e  e l e c t r i c i t y  d e m a n d s
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N o  a d d i t i o n a l  C o o k  I n l e t  r e s e r v e s  a r e  u s e d  
c o m m e r c i a l l y  e x c e p t  for a m m o n i a / u r e a  p r o d u c t i o n  at 
h i s t o r i c  l e v e l s ,  T o k y o  L N G  a t e x i s t i n g  p r o d u c t i o n  
l e v e l s ,  a n d  P a c i f i c  L N G  P h a s e  I a t p l a n n e d  level s.

If t h e s e  c o n d i t i o n s  a r e  me t , c u r r e n t  r e s e r v e s  c o u l d  v e r y  w e l l  

e x c e e d  d e m a n d  t h r o u g h  t h e  y e a r  2000. A s h o r t r ill of 
a p p r o x i m a t e l y  13 p e r c e n t — a b o u t  50 0 b i l l i o n  c u o i c  f e e t  or 
a p p r o x i m a t e l y  2 1/2 y e a r s  c o n s u m p t i o n — of  c u r r e n t  r e s e r v e s  w i l l  
o c c u r ,  h o w e v e r ,  if n a t u r a l  g a s  is u s e d  fo r e x p a n d e d  e l e c t r i c  
p o w e r  g e n e r a t i o n .  W h i l e  C o o k  I n l e t  r e s e r v e  p r o d u c t i o n  r a t i o s  
a r e  d e c l i n i n g  r a p i d l y ,  t h e r e  m a y  be  s u b s t a n t i a l  a d d i t i o n a l  
r e s e r v e s  in the  r e gi on . E s t i m a t e s  o f u n d i s c o v e r e d  r e c o v e r a b l e  
r e s e r v e s  in t h e  S o u t h  C e n t r a l  r e g i o n  r a n g e  f r o m  7 to  50 T C F .

T h e s e  f a c t o r s  l e a d  to th e c o n c l u s i o n  t h a t  th e m a j o r  
p r e s s u r e  to  r e d u c e  n a t u r a l  ga s  u se  w i l l  Ibe to  m i t i g a t e  th e 
i m p a c t  of p r i c e  i n c r e a s e s ,  r a t h e r  t h a n  t h e  n e e d  to e x t e n d  
s u p p l y  t h r o u g h  t h e  y e a r  2 0 00 . S u c h  p r i c e  p r e s s u r e  m a y  n ot  be  
s e v e r e  w h e n  c o m p a r e d  to  n a t u r a l  g a s  p r i c e s  in t h e  l o w er  48 
s t a t e s ,  or to t h e c o s t s  of  t h e r m a l  e n e r g y  a l t e r n a t i v e s  in the  
S o u t h  C e n t r a l  r e g i o n  a n d  th e r e s t  of ,'laska. H o w e v e r ,  e f f o r t s  
m u s t  be  u n d e r t a k e n  n o w  to a s s u r e  th a t  a l t e r n a t i v e s  to n a t u r a l  
g a s  e x i s t  fo r e l e c t r i c i t y  g e n e r a t i o n  a n d  to e n c o u r a g e  
r e s i d e n t i a l  n a t u r a l  g a s  u s e r s  to a n t i c i p a t e  the p r i c e  s h o c k s  
t h r o u g h  c o n s e r v a t i o n .

O i l  p r o d u c t i o n  o n  l a n d s  w h e r e  th e  s t a t e  h a s  a r o y a l t y  
i n t e r e s t  is e x p e c t e d  to d e c l i n e  m o r e  t h a n  50 p e r c e n t  by 1997. 
T o t a l  s t a t e w i d e  oi l  p r o d u c t i o n  a v e r a g e d  1.6 m i l l i o n  b a r r e l s  pe r  
d a y  (B P D ) in 1980. N o r t h  S l o p e  p r o d u c t i o n  a c c o u n t e d  for 1.5 
m i l l i o n  BPD; w h i l e  th e r e m a i n d e r  w a s  p r o d u c e d  in the  U p p e r  C o o k  
Inletv O v e r a l l ,  oil p r o d u c t i o n  on t h o s e / N o r t h  S l o p e  l a n d s  in 
w h i c h  the s t a t e  h o l d s  at l e a s t  a p a r t i a l  r o y a l t y  i n t e r e s t  is 
e x p e c t e d  to p e a k  at a b o u t  1.7 m i l l i o n  B P D  in 1990. A t  the 
pe ak , p r o d u c t i o n  f r o m  the L i s b o u r n e ,  F l a x m a n  I s l a n d  a n d  P o i n t  
T h o m p s o n  r e s e r v o i r s  w i l l  o f f s e t  d e c l i n e s  in t h e  S a d l e r o c h i t  
R e s e r v o i r .  A f t e r  t h i s  p e ak , p r o d u c t i o n  is e x p e c t e d  t o d e c l i n e  
to a b o u t  72 5 t h o u s a n d  BP D in 1997. At the s a m e  time. C o o k  
I n l e t  p r o d u c t i o n  w i l l  d e c l i n e  to 14 ,0 00  BP D by  1997. T h e  m a j o r  
i m p a c t  of t h e  d e c l i n e  in oil  p r o d u c t i o n  w i l l  b e  f e l t  in s t a t e  
r e v e n u e s ,  r a t h e r  than on the a v i i l a b i l i t y  of  p e t r o l e u m  p r o d u c t s  
in the s t a t e .  S u f f i c i e n t  w e s t  co.i.r.t r e f i n e r y  c a p a c i t y  a n d  the 
l i k e l i h o o d  of i n c r e a s e d  oi l  p r o d u c t i o n  o n  n o n - s t a t e  l a n d s  w i l l  
l i k e l y  a s s u r e  s u f f i c i e n t  s u p p l i e s .

In a d d i t i o n  to o i l  a n d  gas, A l e s k a n s  u s e  s o l i d  f u e l s  s u c h  
as c o al ,  w o o d  a n d  p ea t,  a s w e l l  as r e n e w a b l e  e n e r g y  s o u r c e s
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s u c h  as  h y d r o p o w e r  a n d  w i n d .  V a s t  a m o u n t s  of t h e s e  r e s o u r c e s  

e x i s t  in A l a s k a ;  h o w e v e r ,  t o g e t h e r  t h e y  s u p p l y  o n l y  s i x  p e r c e n t  
of A l a s k a ' s  c u r r e n t  e n e r g y  n e e d s  T h i s  p e r c e n t a g e  w i l l  
i n c r e a s e  as t h e  c o s t s  o f e x i s t i n g  e n e r g y  s u p p l i e s  i nc r e a s e .

T h e  t r a n s i t i o n  to a l t e r n a t i v e  e n e r g y  s o u r c e s  is h a m p e r e d  b y  

a n u m b e r  of f a c t o r s ;

N o t  e n o u g h  is k n o w n  a b o u t  r e g i o n a l  r e s o u r c e  q u a n t i t y ,  
q u a l i t y  a n d  e x p e c t e d  e x t r a c t i o n  a n d  d e l i v e r y  c o s t s

D i s t a n c e s  b e t v e e n  k n o w n  e n e r g y  s o u r c e s  a n d  c e n t e r s  of 
u s e  m a y  b e s u b s t a n t i a l

L i m i t e d ,  s m a l l - s c a l e  d e m a n d  m a k e s  e c o n o m i c a l  
l a r g e - s c a l e  r e s o u r c e  d e v e l o p m e n t  u n f e a s i b l e

T h e  i m p o r t a n c e  of t h e s e  f a c t o r s  v a r i e s  d r a m a t i c a l l y  b y  r eg ion .

In the  B u s h  r e g i o n s , w h e r e  le ss  c o s t l y  e n e r g y  
a l t e r n a t i v e s  a r e  b a d l y  n e e d e d ,  l i t t l e  is k n o w n  a b o u t  
the q u a n t i t y ,  q u a l i t y  a n d  -costs a s s o c i a t e d  w i t h  
a l t e r n a t i v e  e n e r g y  s o u r c e s .  In a d d i t i o n ,  t h e r e  is a 
m i s m a t c h  b e t w e e n  t he  s c a l e  of e n e r g y  d e m a n d  a n d  the 
s c a l e  r e q u i r e d  fo r l o c a l  c o m m e r c i a l  d e v e l o p m e n t  of 
a l t e r n a t i v e s .

In c o n t r a s t ,  the  R a i l b e l t  r e g i o n s  h a s  a b u n d a n t  

s u p p l i e s  of c oa l,  h y d r o p o w e r ,  a n d  p e a t  a s w e l l  as 
d e m a n d  s u f f i c i e n t  to s u p p o r t  the l a r g e - s c a l e  
e x t r a c t i o n ,  d e l i v e r y  a n d  c o n v e r s i o n .  H o w e v e r ,  the 
e c o n o m i c  a t t r a c t i v e n e s s  of t h e s e  a l t e r n a t i v e s  are  not  
f u l l y  d e t e r m i n e d .

In th e S o u t h e a s t  r e g i o n , w h e r e  c u r r e n t  e n e r g y  c o s t s  
v a r y  d r a m a t i c a l l y ,  th e c o s t s  of e x t r a c t i n g ,  
d e l i v e r i n g ,  c o n v e r t i n g  a n d  t r a n s m i t t i n g  a l t e r n a t i v e  
e n e r g y  s o u r c e s  a r e  high.

M a k i n g  t h e s e  r e s o u r c e s  e c o n o m i c a l l y  v i a b l e  r e q u i r e  an 
u n d e r s t a n d i n g  of *-he r a n g e  of  t e c h n o l o g i e s  a v a i l a b l e  to m e e t  
A l a s k a ' s  e n e r g y  ne .a s.  T h i s  s u b j e c t  is a d d r e s s e d  in the 
f o l l o w i n g  s ec ti o n ,
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4. A N A L Y S I S  O F  A L A 5 F A* S C U R R E N T  A N D  ’’U T U R E  E N E R G Y  S I T U A T I O N
P O I N T S  T O  A  N U M B L Y  O F  S T A T E - S P O N S O R E D  A C T I V I T I E S  T H A T  C O U L D
H E L P  A L A S K A N S  M E E T  F U T U R E  E N E R G Y  N E E D S  A T  T H E  L O W E S T  
P O S S I B L E  C O S T

G i v e n  c u r r e n t  d a t a  l i m i t a t i o n s  a n d  t h e  l i m i t e d  o p e r a t i n g  
e x p e r i e n c e  of m a n y  r e s e a r c h  d e v e l o p m e n t  a n d  d e m o n s t r a t i o n  
p r o j e c t s ,  it is i m p o s s i b l e  to  c h a r t  a n  a l l - e n c o m p a s s i n g  
l o n g - t e r m  c o u r s e  a t  t h i s  time. T h e r e  is s u f f i c i e n t  i n f o r m a t i o n  
a v a i l a b l e ,  h o w e v e r ,  to s u p p o r t  a n u m b e r  of  l o w - r i s k ,  h i g h -  
p a y o f f  a c t i v i t i e s .  In a d d i t i o n  to t h e s e  a c t i v i t i e s  t h e  s t a t e  
c a n  s e e k  a d d i t i o n a l  i n f o r m a t i o n  to e s t i m a t e  t h e  b e n e f i t s  a n d  
c o s t s  of o t h e r  p r o g r a m s  m o r e  a c c u r a t e l y .  F i v e  s p e c i f i c  
r e c o m m e n d a t i o n s  a r e  h i g h l i g h t e d  to h e l p  t h e  s t a t e  d e t e r m i n e  h o w  
A l a s k a ’s v a s t  e n e r g y  r e s o u r c e s  c a n  be m o s t  e f f e c t i v e l y  u s e d  to 
m e e t  f u t u r e  ne e d s .

(1) D e t e r m i n e  T h e  A t t r a c t i v e n e s s  of  H y d r o p o w e r  P r o j e c t s  
a n d  F o s s i l  F u e l  P o w e r  P l a n t s  for  S a t i s f y i n g  F u t u r e  
E l e c t r i c a l  G e n e r a t i n g  R e q u i r e m e n t s

In t h e  E x t e n d e d  R a i l b e l t  an d  in s o m e  S o u t h e a s t  
c o m m u n i t i e s ,  telectricity d e m a n d  is p r o j e c t e d  to i n c r e a s e  
e n o u g h  to r e q u i r e  t h e  a d d i t i o n  of s u b s t a n t i a l  n e w  
e l e c t r i c a l  g e n e r t i o n  c a p a c i t y .  T h e  m a j o r  g e n e r a t i o n  
a l t e r n a t i v e s  are:

H y d r o p o w e r  p r o j e c t s  
C o a l - f i r e d  s t e a m  p o w e r  p l a n t s  
R e s i d u a l  o i l - f i r e d  s t e a m  p o w e r  p l a n t s .

H y d r o p o w e r  p r o j e c t s  a n d  f o s s i l  f u e l  p o w e r  plant? 

r e p r e s e n t  two  f u n d a m e n t a l l y  d i f f e r e n t  t y p e s  of  l o n g - . e r m  
g e n e r a t i o n  a l t e r n a t i v e s :

H y d r o p o w e r  P r o j e c t s — h a v e  hi g h c o n s t r u c t i o n  c o s t s  
bu t no f u e l  c o s t s  an d  r e l a t i v e l y  l o w  o p e r a t i n g  
a n d  m a i n t e n a n c e  r e q u i r e m e n t s ,  a s  a p e r c e n t a g e  of 
i n s t a l l e d  c a p i t a l  cost.

F o s s i l  F u e l  P o w e r  P l a n t s — h a v e  l o w e r  c o n s t r u c t i o n  
c o s t s  b u t  s u b s t a n t i a l  fuel  c o s t s  a n d  r e l a t i v e l y  
h i g h  o p e r a t i n g  a n d  m a i n t e n a n c e  co s t s .

T h r e e  m a j o r  f a c t o r s  d r i v e  the v a r i a b i l i t y  of h y d r o -  
electri«_ity p r i c e s ,  as s h o w n  in E x h i b i t  10:
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T h e  s i z e  a n d  l o c a t i o n  of  t h e  p r o j e c t . T h e  u p p e r  
p a n e l  of E x h i b i t  10 s h o w s  t h e  v a r i a b i l i t y  in the 
p r i c e  of h y d r o e l e c t r i c i t y  f o r  f o u r  r a n d o m l y  
s e l e c t e d  h y d r o e l e c t r i c  p r o j e c t s .  T h e  p r i c e s  
s h o w n  a s s u m e  t h e  G o v e r n o r ' s  p r o p o s a l  for c a p i t a l  
r e c o v e r y  o f t h e  i n i t i a l  i n v e s t m e n t . *  S o m e  

p r o j e c t s  (e.g., T y e e  L a ke ) h a v e  h i g h  p r i c e s  in 
t h e  e a r l y  y e a r s ,  b u t  p r i c e s  r e m a i n  r e l a t i v e l y  
f l a t  a s  d e m a n d  fo r e l e c t r i c i t y  k e e p s  p a c e  w i t h  
i n f l a t i o n  a d j u s t e d  o p e r a t i n g  c o s t s .  O t h e r  
p r o j e c t s  (e.g., T e r r o r  L ak e) h a v e  v e r y  
c o m p e t i t i v e  e l e c t r i c i t y  p r i c e s  in t h e  e a r l y  
y e a r s ,  b u t  p r i c e s  e s c a l a t e  r a p i d l y  in l a t e r  y e a r s  
a s g r o w t h  in d e m a n d  l a g s  t h e  i n f l a t i o n  rate.

P o l i c i e s  r e g a r d i n g  r e c o v e r y  o f  c a p i t a l . T h e  
m i d d l e  o a n e i  of E x h i b i t  10 i l l u s t r a t e s  the  
v a r i a b i l i t y  in e l e c t r i c  p r i c e s  o v e r  t i m e  as a 
f u n c t i o n  of t h e f i n a n c i n g  a s s u m p t i o n s  us ed . In 
t h e  e x a m p l e ,  e l e c t r i c i t y  p r i c e s  a r e  r e l a t i v e l y  
f l a t  o v e r  t i m e  u n d e r  th e  G o v e r n o r ' s  c a p i t a l  
r e c o v e r y  p r o p o s a l ,  b u t  t h e y  i n c r e a s e  d r a m a t i c a l l y  
if th e  s t a t e  d e c i d e s  to e a r n  a r e a l  re> u r n  on  the 
m o n e y  i n v e s t e d . * *  If th e  s t a t e  d e m a n d s  a real 
r e t u r n  on  t'ne c a p i t a l  i n v e s t e d  in h y d r o  p r o j e c t s ,  
t h e p r i c e  of e l e c t r i c i t y  c o u l d  t r i p l e  o v e r  
30 y e a r s — w h i c h  w o u l d  d o u b l e  t h e  p r i c e  of 
e l e c t r i c i t y  iri l a t e r  y e a r s  c o m p a r e d  to the 
G o v e r n o r ' s  p r o p o s a l .

A s s u m p t i o n s  a b o u t  g r o w t h  in d e m a n d . T h e  l o w er  

p a n e l  of E x h i b i t  10 s h o w s  t h e  e f f e c t  of  d e m a n d  
g r o w t h  r a t e s  on the  p r i c e  of e l e c t r i c i t y .  T h e 
h i g h  d e m a n d  c a s e  (4 p e r c e n t  a n n u a l  g r o w t h  t h r o u g h  
t h e  y e a r  2 0 15 ) r e f l e c t s  t h e  h i s t o r i c  g r o w t h  in 
d e m a n d  f r o m  1976 t h r o u g h  1980. T h e  h i g h  d e m a n d  
c a s e  p r o d u c e s  l o we r p r i c e s  b e c a u s e  t h e  g r e a t e r

* T h e  Govern' - s p r o p o s e d  c a p i t a l  r e c o v e r y  a p p r o a c h  is a 
33 y e a r  r e p a y m e n t  of the  initi* i n v e s t m e n t ,  p l u s  an  i n f l a t i o n  
a d j u s t e d  a n n u a l  r e p a y m e n t  of c«,\j.tal b a s e d  u p o n  th e  a v e r a g e  
i n f l a t i o n  r a t e  d u r i n g  the  p r e c e d i n g  20 y e a r s ,  p l u s  r e p a y m e n t  of 
O & M  e x p e n s e s .

* * F o r  e x a m p l e ,  th e s t a t e  m a y  d e c i d e  to r e q u i r e  a r e t u r n  
on  h y d r o e l e c t r i c  p r o j e c t s  t h a t  e q u a l s  the r e t u r n  a c h i e v e d  by 
i n v e s t i n g  the  m o n e y  in m a r k e t  s e c u r i t i e s .  In t o d a y ' s  m a r k e t s ,  
e v e n  " r i s k l e s s "  s e c u r i t i e s  (e.g., T r e a s u r y  B i l l s )  p r o v i d e  a 
r e t u r n  g r e a t e r  t h a n  i n f l a t i o n .
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v o l u m e  o f  K W H  h o u r s  is s p r e a d  o v e r  t h e  s a m e  f i x e d  
co s ts . T h e  lo w d e m a n d  c a s e  (2.5 p e r c e n t  a n n u a l  
g r o w t h )  r e f l e c t s  th e p r o j e c t i o n s  o f d e m a n d  g r o w t h  
p r o v i d e d  in th e f e a s i b i l i t y  s t u d y  of  L a k e  T ye e.
A s c a n  b e s e e n  f r o m  t h e  l o w e r  p a n e l  of E x h i b i t  10, 
the p r i c e  of  e l e c t r i c i t y  c o u l d  d o u b l e  b y  the  y e a r  
20 15 , s h o u l d  d e m a n d  for L a k e  T y e e  h y d r o e l e c t r i c i t y  
g r o w  a t 2.5 p e r c e n t  r a t h e r  t h a n  4 p e r c e n t .

T h u s ,  h y d r o p o w e r  p r o j e c t s  m a y  r e d u c e  th e  risk of 

e s c a l a t i n g  f o s s i l  f u e l  p r i c e s ,  b u t  t h e y  r e d u c e  p l a n n i n g  
f l e x i b i l i t y  a n d  a r e  m o r e  c o s t l y  in t he  m i d - t e r m .  Ev e n 
t h o u g h  h y d r o p o w e r  p r o j e c t s  i n s u l a t e  f u t u r e  c o n s u m e r s  f r o m  
t h e  p o s s i b i l i t y  of h i g h  f u t u r e  f o s s i l  f u e l  p r i c e s ,  t h e y  
r e p r e s e n t  a s u b s t a n t i a l l y  h i g h e r  c o s t  a l t e r n a t i v e  in the  
n e a r -  a nd  m i d - t e r m .  T h i s  s i t u a t i o n  is i l l u s t r a t e d  in 

E x h i b i t  11.

F o r  c o m p a r i s o n  p u r p o s e s ,  h y d r o  e l e c t r i c i t y  p r i c e s  a r e  
a s s u m e d  tc r a n g e  b e t w e e n  10/d/KW a n d  20jd/KW— s i m i l a r  to the 
r a n g e  for th e f o u r  p r o j e c t s  s h o w n  in E x h i b i t  1 0 — b e t w e e n  
n o w  a n d  th e  y e a r  2 0 00 . T h e  r a n g e  is s h o w n  as  a s h a d e d  b a n d  
in E x h i b i t  11. C u r r e n t l y ,  all of th e f o s s i l - f i r e d  
g e n e r a t i o n  a l t e r n a t i v e s ,  e x c e p t  d i e s e l ,  c o m p a r e  f a v o r a b l y  
w i t h  p r o j e c t e d  h y d r o  e l e c t r i c i t y  pric es . T h e  r e l a t i v e  
a t t r a c t i v e n e s s  of th e f o s s i l - f u e l  a l t e r n a t i v e s  d i m i n i s h e s  
b y  th e  y e a r  2000, if s u b s t a n t i a l  re al  r a t e s  of p r i c e  
e s c a l a t i o n  a r e  a s s u m e d .  H o w e v e r ,  as sh o w n ,  c o a l - f i r e d ,  
s t e a m - e l e c t r i c  p l a n t s  a r e  l i k e l y  to  r e m a i n  an  a t t r a c t i v e  
a l t e r n t i v e  to h y d r o p o w e r  p l a n t s  e v e n  wit!: s u b s t a n t i a l  p r i c e  
i n c r e a s e s .

V i e w e d  f r o m  th e p r e s e n t ,  c o n v e n t i o n a l  p o w e r  p l a n t s  

r e p r e s e n t  a l e s s  r i s k y  i n v e s t m e n t  for th e s t a t e ,  b e c a u s e  
le s s c u r r e n t  m o n e y  is s p e n t  t i d  n e a r - t e r m  e l e c t r i c i t y  c o s t s  
c a n  be  r e d u c e d  to a l ev el  b e L  v’ b o t h  the  d i e s e l  and  h y d r o  
a l t e r n a t i v e s .  H o w e v e r ,  if onr b e l i e v e s  t h a t  c o n v e n t i o n a l  
fu e l c o s t s  w i l l  e s c a l a t e  r a p i d l y  for a s u b s t a n t i a l  p e r i o d  
of time, the c o n v e n t i o n a l  o p t i o n s  m a y  be r i s k i e r ,  b e c a u s e  
t h e y  w o u l d  e x p o s e  A l a s k a n s  to the risk of e s c a l a t i n g  fuel 
p r i c e s .

(2) T h e  S t a t e  M u s t  M o v e  Q u i c k l y  to D e t e r m i n e  the E c o n o m i c
V i a b i l i t y  of A l t e r n a t i v e  E n e r g y  R e s o u r c e s  to L o w e r
E n e r g y  C o s t s  in the B u s h  R e g i o n s

E n e r g y  c o s t s  in the b u s h  a r e  h i g h  an d  l i k e l y  to
e s c a l a t e  e v e n  h i g h e r  d u r i n g  the la te  1980s. M a n y  r e s o u r c e
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o p t i o n s  a p p e a r  to o f f e r  l ow er  c o s t s  t h a n  d i e s e l  fuel. T h e  
s t a t e  is a l r e a d y  m o v i n g  to d e v e l o p  t h e s e  a l t e r n a t i v e s .  
H o w e v e r ,  the s t a t e  s h o u l d  f o c u s  m o r e  p r e c i s e l y  on:

D e t e r m i n i n g  the  c o s t s  of e x t r a c t i n g  a n d  
d e l i v e r i n g  a l t e r n a t i v e  f u e l s  to  b u s h  c o m m u n i t i e s ,  
in o r d e r  to e s t a b l i s h  e c o n o m i c  d i s t a n c e s  an d 
q u a n t i t i e s  for r e s o u r c e  d e v e l o p m e n t

D e t e r m i n i n g  the q u a n t i t y  a n d  q u a l i t y  of  the 
e n e r g y  r e s o u r c e s  w i t h i n  e c o n o m i c  d i s t a n c e s  o f t h e  
r u r a l  c o m m u n i t i e s .

T h e  p u r p o s e  o f t h e s e  e f f o r t s  s h o u l d  be to d e t e r m i n e  the 
v i a b i l i t y  of e n e r g y  r e s o u r c e s  for i n d i v i d u a l  c o m m u n i t i e s  or 
g r o u p s  of c o m m u n i t i e s ,  r at h e r  t h a n  to s i m p l y  d o c u m e n t  the 
s t a t e w i d e  e n e r g y  r e s o u r c e  base.

(3) T he S t a t e  S h o u l d  I n c r e a s e  E n e r g y  C o n s e r v a t i o n  an d

E n e r g y  E f f i c i e n c y  A c t i v i t i e s  to M e e t  N e a r - T e r m  E n e r g y  
N e e d s

O v e r  the n e x t  f i v e  y e a r s ,  s u b s t a n t i a l  r e d u c t i o n s  in 
e n e r g y  us e  w i t h  c o r r e s p o n d i n g  r e d u c t i o n s  in e n e r g y  
e x p e n d i t u r e s  c a n  be  a c h i e v e d  t h r o u g h  r e l a t i v e l y  s i m p l e  
e n e r g y  c o n s e r v a t i o n  a c t i o n s .  T h e s e  i m p r o v e m e n t s  are 
a p p l i c a b l e  to m e e t i n g  t h e r m a l  a n d  e l e c t r i c a l  n e e d s  in all 
r e g i o n s  of the sta te . T h e  c o s t - e f f e c t i v e n e s s  of the 
m e a s u r e s  d i f f e r s  s u b s t a n t i a l l y  a m o n g  c l i m a t e  a n d  fue l types.

S p e c i f i c  p r o g r a m s  an d t y p e s  of a c t i v i t i e s  in c lu de :

E n e r g y  a u d i t  an d c o n s e r v a t i o n  p r o g r a m s  can  r e d u c e  
r e s i d e n t i a l  t h e r m a l  l o s s e s  by  up t o 40 p e r c e n t .  
A v e r a g e  h o u s e h o l d  s a v i n g s  w o u l d  r a n g e  b e t w e e n  
$400  an d  $800 a n n u a l l y .  It is e s t i m a t e d  that 
t o t a l  e n e r g y  s a v i n g s  of b e t w e e n  $10 a n d  $20 
m i l l i o n  per y e a r  c o u l d  be a c h i e v e d  w i t h  a s t a t e  
i n v e s t m e n t  of less t h a n  $ 1 0 0  m i l l i o n  in s t a t e  
f u n d s  ( a s s u m i n g  th e s t a t e  p u r c h a s e s  an d i n s t a l l s  
the c o n s e r v a t i o n  m e a s u r e s ) .

In c r e a s e d  G e n e r a t i n g  E f f i c i e n c y  of S m a l l  D i e s e l  
P o w e r  P l a n t s  c a n r e d u c e  fuel u s e  b y  as much  as 35 
p e r c e n t .  E s t i m a t e d  s a v i n g s  for a typical, rural 
h o u s e h o l d  r a n g e  f r o m  $ 2 0 0  to $ 4 0 0  a n n u a l l y ,  
a s s u m i n g  all  r e d u c t i o n s  in f ue l c o s t s  ar e  p a s s e d  
on to c o n s u m e r s .
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S u b s t i t u t i o n  of a d v a n c e d  f u e l  o i l  a n d  k e r o s e n e
h e a t e r s . T h e s e  h e a t e r s  c a n  b e  up  to 95 p e r c e n t  
e f f i c i e n t ,  c o m p a r e d  w i t h  c u r r e n t l y  p o p u l a r  "d ri p"  
oi l  f u r n a c e s  w h i c h  h a v e  e f f i c i e n c i e s  b e l o w  
50 p e r c e n t .  S h i f t i n g  to th e  a d v a n c e d  f u r n a c e s  
c a n  r e d u c e  f u e l  u s e  b y  25 to 50 p e r c e n t  and 
r e d u c e  t o t a l  f u e l  c o s t s  in t he  a v e r a g e  h o m e  b y 
r o u g h l y  $900 p e r  y e a r .  If o t h e r  c o n s e r v a t i o n  
n e a s u r e s  ar e i n c o r p o r a t e d  in t h e  h o m e  fir st,  a 
n e w  f u r n a c e  w o u l d  s a v e  o n l y  $ 60 0,  b u t  th e t o t a l  
h e a t i n g  b i l l  w o u l d  be r e d u c e d  f r o m  a p p r o x i m a t e l y  
$ 2 3 0 0  to b e l o w  $ 1 0 0 0  as  a r e s u l t  of  b o t h  e n e r g y  
c o n s e r v a t i o n  an d  i m p r o v e d  f u r n a c e  e f f i c i e n c y .

S t a t e  s p o n s o r e d  d e m o n s t r a t i o n  p r o j e c t s  m u s t  f o c u s  on 
e s t a b l i s h i n g  th e e x p e c t e d  e c o n o m i c  p e r f o r m a n c e  of  t ho se  
a l t e r n a t i v e  t e c h n o l o g i e s  w i t h  the  g r e a t e s t  p r o m i s e  for 
m e e t i n g  m i d - t e r m  e n e r g y  ne ed s .  At p r e s e n t  m a n y  e f f o r t s  a r e  
u n d e r w a y  to d e m o n s t r a t e  the f e a s i b i l i t y  o f a l t e r n a t i v e  
t e c h n o l o g i e s  in th e u n i q u e  A l a s k a n  e n v i r o n m e n t .  T h e s e  
e f f o r t s  m u s t  be  v i e w e d  as a t e s t  of the p o t e n t i a l  e c o n o m i c  
a t t r a c t i v e n e s s  of the t e c h n o l o g i e s ,  in a d d i t i o n  to 
d e m o n s t r a t i n g  t h e i r  t e c h n i c a l  f e a s i b i l i t y .  E c o n o m i c  
p e r f o r m a n c e  c r i t e r i a  m u s t  b e  m e t  or e x c e e d e d  b e f o r e  
t e c h n o l o g i e s  an d p r o j e c t s  r e c e i v e  f u r t h e r  am ph a s i s .

(4) E x i s t i n g  S t a t e  E n e r g y  P o l i c i e s  a n d  P r o g r a m s  M u s t  be
A s s e s s e d  to A s s u r e  T h a t  T h e y  E f f e c t i v e ly A d d r e s s  the
M o s t  C r i t i c a l  S t a t e  E n e r g y  P r o b l e m s

A l a s k a  h a s  g r e a t l y  e x p a n d e d  its  en e r g y  p o l i c i e s  a nd  
p r o g r a m s  o v e r  the p a s t  f e w  y e a r s .  M a j o r  e m p h a s i s  has b e e n  
p l a c e d  o n  e s t a b l i s h i n g  p r o g r a m s  an d  p r o v i d i n g  f u n d s  for 
s p e c i f i c  e n e r g y  p r o j e c t s  a n d  to d i r e c t l y  m i n i m i z e  the 
i m p a c t s  of r i s i n g  p r i c e s .  T h e  i n t e n t  of m o s t  of t h es e 
a c t i o n s  is cl e ar ; to d e v e l o p  r e n e w a b l e  e n e r g y  r e s o u r c e s - -  
p r i m a r i l y  h y d r o p o w e r ,  to a s s i s t  in th e e l e c t r i f i c a t i o n  of 
r u ra l Alaska an d to e q u a l i z e  t h e  b u r d e n  of  h i g h e r  e n e r g y  
p r i c e s  for al l  A l a s k a n s .

In m a n y  c a s e s  the i m p a c t s  of t h e s e  p r o g r a m s  h a v e  not 
b e e n  felt, s i n c e  m o s t  h a v e  b e e n  in e x i s t e n c e  for less th a n 
two y e a r s .  T h e  lack of e x p e r i e n c e  m a k e s  it d i f f i c u l t  to 
a s s e s s  t he  r e l a t i v e  e f f e c t i v e n e s s  of  t h e  d i f f e r e n t  p o l i c i e s  
in e n c o u r a g i n g  the  u s e  of A l a s k a n  r e s o u r c e s  to m e e t  at the 
lo we st  r e a s o n a b l e  c os t,  A l a s k a ' s  t h e r m a l ,  e l e c t r i c  and  
t r a n s p o r t a t i o n  e n e r g y  ne ed s . H o w e v e r ,  it is p o s s i b l e  to



e s t a b l i s h  a f r a m e w o r k  for t h i s  a s s e s s m e n t  t o p r o v i d e  
i n s i g h t s  i n t o  h o w  e f f e c t i v e  a l t e r n a t i v e  p o l i c i e s  ar e  l i k e l y  

to be.

A'; h i g h l i g h t e d  e a r l i e r ,  th e  t y p e s  o f  e n e r g y  p r o b l e m s  
f a c i n g  A l a s k a n s  c a n  be  r e d u c e d  to b a s i c a l l y  t h r e e  types:

H i g h  c o s t s  a n d / o r  p r i c e s — r e s u l t i n g  in h i g h  

l e v e l s  of e n e r g y  e x p e n d i t u r e s

R e s o u r c e  e x h a u s t i o n  a n d  c a p a c i t y
constrr-'r.ts— l e a d i n g  to f u t u r e  e n e r g y  s h o r t a g e s

S u p p l y  v u l n e r a b i l i t y  a n d  r e l i a b i l i t y — c a u s i n g  

s h o r t - t e r m  e m e r g e n c i e s .

G i v e n  t h i s  s t r u c t u r e ,  it is p o s s i b l e  to i d e n t i f y  the 

e x i s t e n c e ,  l o c a t i o n ,  t i m i n g ,  c a u s e  a n d s e v e r i t y  of e n e r g y  
p r o b l e m s .  F o r  e x a m p l e ,  the m a j o r  e n e r g y  p r o b l e m s  
i d e n t i f i e d  in C h a p t e r s  I a n d  II in cl ud e:

H i g h  c o s t s  a n d / o r  p r i c e s  w h i c h  a r e :

C u r r e n t  e l e c t r i c i t y  c o s t s  in th e  b u s h

C u r r e n t  f u e l  oi l  p r i c e s  in t h e b u s h

C u r r e n t  e l e c t r i c i t y  c o s t s  in r u r a l  S o u t h e a s t  
C o m m u n i t i e s

M i d  to long t e r m  n a t u r a l  g.is p r i c e s  in the 
S o u t h  C e n t r a l  r e g i o n

R e s o u r c e  e x h a u s t i o n  a n d / o r  c a p a c i t y  c o n s t r a i n t s ,  
w h i c h  are:

C o o k  i n l e t  n a t u r a l  g a s  in th e l o n g  te rm

L o n g - t e r m  e l e c t r i c a l  g e n e r a t i o n  c a p a c i t y  in 
the E x t e n d e d  R a J l b e l t

L o n g - t e r m  e l e c t r i c a l  g e n e r a t i o n  c a p a c i t y  in 
the  u r b a n  a r e a s  of the S o u t h e a s t

S u p p l y  v u l n e r a b i l i t y  and r e l i a b i l i t y ,  w h i c h  are:

C u r r e n t  fu el  s u p p l i e s  to b u s h  c o m m u n i t i e s

18



R e l i a b i l i t y  of  c u r r e n t  e l e c t r i c a l  g e n e r a t i o n  
a n d  d i s t r i b u t i o n  i n  the  bush.

E x i s t i n g  a n d  p r o p o s e d  s t a t e  p o l i c e s  c a n  be  q u i c k l y  a s s e s s e d  

to  s e e  w h i c h  t y p e  o f p r o b l e m  t h e y  a d d r e s s ,  a n d t h e i r  
r e l a t i v e  e f f e c t i v e n e s s  in s o l v i n g  s p e c i f i c  e n e r g y  p r o b l e m s  

c a n  u t i l i m a t e l y  be e v a l u a t e d .

For e x a m p l e ,  the P o w e r  C o s t  A s s i s t a n c e  P r o g r a m  

s u b s i d i z e s  95 p e r c e n t  of  the p r i c e  of  e l e c t r i c i t y  a b o v e  
12/^/KWH b u t  not  e x c e e d i n g  45/£/KWH. T h i s  p r o g r a m  w a s  
i n i t i a t e d  to m i n i m i z e  t h e  h a r d s h i p  o f t r a n s i t i o n  f r o m  
e x p e n s i v e  d i e s e l  g e n e r a t e d  e l e c t r i c i t y  to c h e a p e r  
a l t e r n a t i v e s .  In s o  do i ng , h o w e v e r ,  the s y m p t o m  is b e i n g  
t r e a t e d  r a t h e r  t h a n  the c a u s e — w h i c h  in i t s e l f  is no t an  
i m p r o p e r  p o l i c y  g o a l — b ut  th e l i k e l y  o u t c o m e s  of th i s 
p r o g r a m  m a y  no t  e n c o u r a g e  the r e q u i r e d  i n c r e a s e d  g e n e r a t i o n  
e f f i c i e n c y  or the s u b s i t u t i o n  of  l o w e r  c o s t  g e n e r a t i o n  
a l t e r n a t i v e s .

As i l l u s t r a t e d  in E x h i b i t  12 a n d  e x p l a i n e d  m o r e  f u l l y  
in C h a p t e r  IV, a c o n s u m e r ' s  e l e c t r i c a l  b i l l  m a y  in far*- 
r i s e  as a r e s u l t  of  t hi s s u b s i d y  p r o g r a m .  If a c u s t o m  : 
w a s  at p o i n t  A p a y i n g  45/d/KWH a n d  c o n s u m i n g  840 KWH  
a n n u a l l v ,  the t o t a l  b i l l  w o u l d  b e  a p p r o x i m a t e l y  $380. W i t h  
the s u b s i d y ,  h o w e v e r ,  th e c u s t o m e r  m a y  m o v e  to p o i n t  B 
vh cre his  e f f e c t i v e  p r i c e  w o u l d  be r o u g h l y  14jd/XWH and 
a n n u a l  c o n s u m p t i o n  w o u l d  i n c r e a s e  to a p p r o x i m a t e l y  
60 0 0 KWH. If this  w e r e  t r u e  t h e  s t a t e  w o u l d  p a y  a s u b s i d y  
of 3 1/d/KWH for all 6000 KWH c o n s u m e d ,  or n e a r l y  $1 900 
a n n u a l l y .  If t h o  c u s t o m e r  d e s i r e d  to k e e p  tota] 
e l e c t r i c i t y  e x p e n d i t u r e s  c o n s t a n t — $380 a n n u a l l y — c o n s u m p­
ti o n  w o u l d  o n l y  ri se  to 27 0 0 K W H . At  t h a t  l e v el  the s t a t e  
s u b s i d y  w o u l d  be a p p r o x i m a t e l y  $8 5 0 a n n u a l l y .  B e c a u s e  of 
the s u b s t a n t i a l l y  l ow er e f f e c t i v e  p r i c e  f a c e d  by  the 
c o n s u m e r ,  d e m a n d  is l i k e l y  to i n c r e a s e  s i g n i f i c a n t l y  over 
t i m e  and  the s t a t e  m a y  end up w i t h  a n  e x p e n s e  as l a rg e as 
$ 2 0 0 0  per c u s t o m e r  a n n u a l l y .

C l e a r l y ,  t h i s  is an e x p e n s i v e  w a y  for t he  s t a t e  to 
m i t i g a t e  the i m p a c t s  of h i g h e r  d i e s e l  fu e l p r i c e s  and 
e n c o i r a g e  i n c r e a s e d  e l e c t r i c i t y  us e  in the bush, s in ce  
i n e f f i c i e n c i e s  d e v e l o p  w h e n  c o n s u m e r s  d o  not  b a s e  their 
d e c i s i o n s  on a c t u a l  c o s t s  of p r o d u c t i o n . *

*It m u s t  be n o t e d  that i n c r e a s e d  e l e c t r i c i t y  s a l e s  m a y  
r e s u l t  in i m p r o v e d  d i e s e l  u t i l i z a t i o n  w h i c h  w o u l d  h a v e  a 
b e n e f i c i a l  i m p a c t  on unit cos ts . H o w e v e r ,  t h i s  i m p a c t  is 
e x p e c t e d  to be v e r y  s ma ll r e l a t i v e  to the t o t a l  s t a t e  s u b s i d y .
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EXHIBIT. '^!

COMPARISON OF RESIDENTIAL ELECTRICITY PRICES AND USE

16,000 f-

14,003

12,000

10,000 -

AVERAGE
ANNUAL

CONSUMPTION
(KWH/CUSTOMER)

6000

4000 -

2000 -

FOR A T Y P IC A L ' COMMUNITY

PRICE QUANTITY ANNUAL CO ST
(4/KWH) (KWH/COST.) (S/CUSTOMER)

6000p
SOUTHE

5.0 10,280 515
10.0 7,300 730
12.0 6,500 . 780
15.0 • 5,560 830
20.0 ' 4,320 : 860
30.0 2,580 770
45.0 840 ' 380

AVERAGE PRICE 
(4/KWH)

AFTER SUBSIDY APPLIED:

| •  CUSTOMER BILL INCREASES FROM 
$380 TO  $700
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B e c a u s e  o f  th e s t a t e ' s  t h i r d  p a r t y  p a y m e n t ,  c o n s u m e r s  w i l l  
n o t  see1 th e  t o t a l  e l e c t r i c i t y  c o n s u m p t i o n  a n d  u t i l i t i e s  
w o u l d  s e e  l i t t l e  d e c l i n e  in s a l e s  if t h e y  r a i s e d  p r i c e s  up  
to 4 5 £ / K W H .  In t h a t  s e n s e  the te st  o f t h e  m a r k e t p l a c e  is 
r e m o v e d  f r o m  the t r a n s a c t i o n  b e t w e e n  u t i l i t i e s  a n d  t h ei r 
c u s t o m e r s .  L e s s  p r e s s u r e  e x i s t s  for u t i l i t i e s  to be 
p r o d u c t i v e  a n d  for c o n s u m e r s  to be e f f i c i e n t  in t hei r 
e l e c t r i c i t y  c o n s u m p t i o n .

S i m i l a r l y ,  i n e f f i c i e n c i e s  m a y  r e s u l t ,  a n d  the  ^ tat e 
w o u l d  no t  a c h i e v e  the l o w e s t  c o s t s  p o s s i b l e ,  w h e n  one 
e l e c t r i c a l  g e n e r a t i o n  s o u r c e - - h y d r o p o w e r — is g i v e n  
f a v o r a b l e  f i n a n c i a l  t r e a t m e n t  ov er  a n o t h e r  a l t e r n a t i v e —  
co al . As w a s  d i s c u s s e d  abo ve , a c o a l - f i r e d  s t e a m  p o w e r  
p l a n t  m a y  be the l o w e s t  c o s t  n e a r  t e r m  a l t e r n a t i v e  s o u r c e  
of e l e c t r i c i t y .  H o w e v e r ,  if h y d r o p o w e r  p r o j e c t s  r e c e i v e d  
s u b s i d i z e d  f i n a n c i n g — i.e., less t h a n  the m a r k e t  ra te  of 
r e t u r n — h y d r o e l e c t r i c i t y  m a y  a c t u a l l y  be " p r i c e d "  m o r e  
c h e a p l y  t h a n  e l e c t r i c i t y  g e n e r a t e d  f r o m  co al.  T h i s  lo wer 
" p ri ce " r e s u l t s  n o t  f r o m  lower "co st s " of  g e n e r a t i o n ,  but  
r a th er , f r o m  the s u b s i d y  b e i n g  g i v e n  to e l e c t r i c i t y  
c o n s u m e r s  by the s t a t e .

As d i s c u s s e d  a b o v e ,  if the p r o b e m  b e i n g  a d d r e s s e d  is 
the lack of f u t u r e  e l e c t r i c a l  g e n e r a t i o n  c a p a c i t y  in the 
E x t e n d e d  R a i l b e l t  and S o u t h e a s t  re g io n s,  al l o p t i o n s  s h o u l d  
be e v a l u a t e d  on  a c o n s i s t e n t  ba sis . If s u b s t a n t i a l l y  
d i f f e r e n t  f i n a n c i n g  a s s u m p t i o n s  ar e  u s e d  for e a c h  
a l t e r n a t i v e ,  t he ir  t r u e  r e l a t i v e  c o s t s  m a y  n o t  be f u l l y  
u n d e r s t o o d  and  the s t a t e  m a y  u n d e r t a k e  p r o j e c t s  th a t d o  not 
p r o v i d e  the l o w e s t  e n e r g y  cos ts.

13) Next Y e a r ' s  L o n g  T e r m  E n e r g y  P l a n  R e p o r t  M u s t  P r o v i d e  the 

S t " a t e g i c  C o n t e x t  for E n e r g y  P l a n n i n g  in the S t a t e

M a n y  of the i t e m s  a d d r e s s e d  a b o v e  e m p h a s i z e  the ne e d 
for a s t a t e w i d e  s t r a t e g i c  e n e r g y  p l an . T h i s  y e a r s  re po r t  
a d d r e s s e d  m a n y  of the r e q u i r e m e n t s  o f a s t r a t e g i c  pl an, but 
it d i d  so in an u n e v e n  m a n n e r  du e  to d a t a  l i m i t a t i o n s  and 
t i m e  c o n s t r a i n t s .  E x h i b i t  13 i l l u s t r a t e s  the  ke y e l e m e n t s  
of a s t r a t e g i c  e n e r g y  p l a n n i n g  p r o c e s s  for t h e  state. Th e 
e l e m e n t s  an d t he i r r o l e s  includ e:

E n e r g y  S i t u a t i o n - - w h i c h  h i g h l i g h t s  t h e t y p e s  of e n e r g y  
p r o b l e m s  f a c i n g  the  s t a t e  in the near, m i d  a n d  lor.g 
term

S t r a t e g i c  A l t e r n a t i v e s — w h i c h  r e s p r e s e n t  the asic 
p r o g r a m  and p o l i c y  a l t e r n a t i v e s  a v a i l a b l e  to che s t a i e
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EXHIBIT 13

S T R A T E G IC  E N E R G Y  P L A N N IN G  PRO C ESS

ENERGY 
SITUATION 
« ■'UPPLY
• PRICE
• DEMAND
• VULNER­

ABILITY
• PRODUC­

TION

Fv>

= >

= >

DEVELOP
INDIGENOUS
ENERGY
RESOURCES

DEVELOP/
IMPROVE
ENERGY
TECHNOLO­
GIES

MODIFY
MARKET
INSTITUTIONS*

3

1
O
n
>

5
732
<

= > ENERGY
OBJECTIVES

$ STRATEGIC
PORTFOLIO

MEASURES OF 
PERFORMANCE

•SUBSIDY AND REGULATORY POLICY TO MODIFY PRIVATE MARKET OUTCOMES



E n e r g y  O b j e c t i v e s — w h i c h  r e p r e s e n t  t h e c o n s e n s u s  of 
A l a s k a n s  r e g a r d i n g  t he  m o s t  d e s i r a b l e  e n e r g y  f u t u r e  
for t h e  s t a t e  a nd  ar e  u s e d  to  e v a l u a t e  s t r a t e g i c  
a l t e r n a t i v e s

M e a s u r e  of P e r f o r m a n c e — w h i c h  c a n  be u s e d  as a b a s i s  

fo r e v a l u a t i n g  th e p e r f o r m a n c e  of s t r a t e g i c  
a l t e r n a t i v e s

S t r a t e g i c  P o r t f o l i o — w h i c h  r e p r e s e n t s  th e  "best" set 
of e n e r g y  r e s o u r c e  an d  t e c h n o l o g y  d e v e l o p m e n t  a c t i v i­
ties, as  w e l l  as the m o s t  a t t r a c t i v e  s u b s i d y  and 
r e g u l a t o r y  p o l i c i e s .

W h i l e  e a c h  of t h e s e  e l e m e n t s  h a v e  b e e n  a d d r e s s e d  to the 
e x t e n t  p o s s i b l e  in t h i s  y e a r ' s  r e p o r t ,  s u b s t a n t i a l  
r e f i n e m e n t s  a r e  n e e d e d  to p r o d u c e  a d e f i n i t i v e  1983 
r e po rt . T h e  r e q u i r e m e n t s  for r e f i n i n g  e a c h  o f t h e s e  
e l e m e n t s  d u r i n g  t he  n e x t  y e a r  a r e  d i s c u s s e d  m o r e  f u l l y  
be lo w.

A n a l y s i s  of A l a s k a ' s  E n e r g y  S i t u a t i o n  is C r i t i c a l l y  
D e p e n d e n t  U p o n  th e D e v e l o p m e n t  of a " B o t t o m s - u p "  
P i c t u r e  of R e g i o n a l  E n e r g y  Ne ed s .  B e c a u s e  o f  the 
v a r i a b i l i t y  in e n e r g y  p r o b l e m s  a c r o s s  t h e  s t a t e  it is 
n e c e s s a r y  to d e f i n e  the  e n e r g y  p r o b l e m s  a n d a v a i l a b l e  
s t r a t e g i c  a l t e r n a t i v e s  on a r e g i o n a l  or c o m m u n i t y  
ba s i s .  R e l i a b l e  r e g i o n a l  d a t a  a r e  n e c e s s a r y  for the 
e s t a b l i s h m e n t  of s o u n d  and  e f f e c t i v e  p r o g r a m s  w h i c h  
a d d r e s s  the s p e c i f i c  e n e r g y  n e e d s  of e a c h  region. To 
d at e, m u c h  of the s t a t e s  e n e r g y  us e  d a t a  ha s b e e n  
c o l l e c t e d  i n d e p e n d e n t l y  w i t h i n  m a n y  p r i v a t e  and 
g o v e r n m e n t  a g e n c i e s  a nd  c o m p i l e d  at the s t a t e w i d e  
level, in turn, w i t h  r e g i o n a l  e s t i m a t e s  o f t e n  d e r i v e d  
f r o m  the a g g r e g a t e  s t a t e  da ta.

R e g i o n a l  d a t a  f a b r i c a t e d  f r o m  s t a t e w i d e  d a t a  are of 
l i m i t e d  u s e f u l n e n s  w h e n  p o l i c y  <and p r o g r a m  d e c i s i o n  
m a k i n g  r e q u i r e s  a h i g h e r  l e ve l of u n d e r s t a n d i n g  as to 
w h a t  is a c t u a l l y  t a k i n g  p l a c e  w i t h i n  e a c h  regio n. For 
e x a m p l e ,  to se t r e a s o n a b l e  p r o g r a m  o b j e c t i v e s  for 
s u b s i d i z i n g  r u r a l  e l e c t r i c i t y  r a t e s  or for a s s i s t i n g  
in the p u r c h a s e  of bu lk  f u e l  s t o r a g e  c a p a c i t y  for 
r u ra l c o m m u n i t i e s ,  the s t a t e  s h o u l d  h a v e  b e t t e r  
i n f o r m a t i o n  o n  the c u r r e n t  e n e r g y  n e e d s  of e a c h  rural 
c o m m u n i t y .  C u r r e n t l y  this i n f o r m a t i o n  is s k e t c h y  at 
b e s t .
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T h e s e  v i l l a g e  s p e c i f i c  a n d  r e g i o n a l  d a t a  n e e d s  c o u l d  
b e v a s t l y  i m p r o v e d  t h r o u g h  th e  u p g r a d i n g  a n d  e x p a n s i o n  
of D E P D ' s  R u r a l  C o m m u n i t y  E n e r g y  S u r v e y .  T h i s  s u r v e y  
c o u l d  be m o d i f i e d  s l i g h t l y  a n d  s u p p l e m e n t e d  b y  a 
r e g u l a r  f i e l d  s u r v e y  c o n d u c t e d  b y  s t a t e  e n e r g y  
p e r s o n n e l .  T h e  m o d i f i e d / s u p p l e m e n t e d  D E P D  s u r v e y  
w o u l d  f o r m  the n u c l e u s  of a c o m p r e h e n s i v e  s t a t e  
r e g i o n a l  e n e r g y  d a t a  base.

S t r a t e g i c  A l t e r n a t i v e s  M u s t  b e  A c c u r a t e l y  
C h a r a c t e r i z e d . T h i s  y e a r ' s ,  r e p o r t  p r o v i d e s  e s t i m a t e s  
of th e c o s t  and  e n e r g y  s a v i n g s  for  m a n y  of  the 
r e s o u r c e s  a n d t e c h n o l o g i e s  u n d e r  c o n s i d e r a t i o n .
A c t u a l  d a t a  b a s e d  on  A l a s k a n  e x p e r i e n c e  is i n c o m p l e t e  
a n d  n e e d s  to be i m p r o v e d .  In a d d i t i o n ,  s p e c i f i c  
e v a l u a t i o n s  of the i m p a c t s  of s u b s i d y  p r o g r a m s  s u c h  as 
th e P o w e r  C o s t  A s s i s t a n c e  P r o g r a m ,  d i s c u s s e d  e a r l i e r  
in t h i s  c h a p t e r ,  s h o u l d  be u n d e r t a k e n  to b e t t e r  
u n d e r s t a n d  a c t u a l  p r o g r a m  im pac ts .

G r e a t e r  E m p h a s i s  M u s t  Be P l a c e d  on  C l e a r l y  S p e c i f y i n g  
E n e r g y  O b j e c t i v e s  a n d  D e v e l o p i n g  M e a s u r e s  of 
P e r f o r m a n c e . C o l l e c t i v e l y ,  e x i s t i n g  s t a t e  e n e r g y  
p r o g r a m s  i m p l i c i t l y  d e f i n e  A l a s k a ' s  e n e r g y  
o b j e c t i v e s .  H o w e v e r ,  w i t h o u t  a m o r e  e x p l i c i t  
d e f i n i t i o n  of the  S t a t e ' s  e c o n o m i c  a n d  e n e r g y  
d e v e l o p m e n t  o b j e c t i v e s ,  a b a s i s  for r e s o l v i n g  p o l i c y  
a n d p r o g r a m  c o n f l i c t s  w i l l  n o t ex ist . F u r t h e r m o r e ,  
w i t h o u t  th is  d e f i n i t i o n  the m e a s u r e  of  w h e t h e r  or no t 
a p a r t i c u l a r  p o l i c y  be st  m e e t s  t h e  s t a t e ' s  e n e r g y  
r e s o u r c e  d e v e l o p m e n t  an d  us e  n e e d s  a r e  by  d e f i n i t i o n  
i m p o s s i b l e  to m e a s u r e .  Th e  net r e s u l t  is an u n de r 
d i r e c t e d  a p p r o a c h  to p r o g r a m  i m p i e m e n t a t i o n  w i t h  a 
h i g h  l i k e l i h o o d  for m i s a l l o c a t i o n  of s t a t e  r e s o u r c e s .

A F o r m a l  E v a l u a t i o n  P r o c e s s  M u s t  be U n d e r t a k e n To 

E s t a b l i s h  the R e l a t i v e  I m p o r t a n c e  of the S tr a t e g i c  
A l t e r n a t i v e s . C u r r e n t l y ,  the  s t a t e  l a c k s  a s y s t e m a t i c  
a p p r o a c h  for the  r e v i e w  and p r i o r i t i z a t i o n  of all 
e n e r g y  p r o g r a m s  a n d  t e c h n o l o g y  p r o j e c t s .  To e n s u r e  
the s t a t e  f un ds  a r e  s pe nt  m o s t  e f f e c t i v e l y ,  it s h o u l d  
d e v e l o p  a n d  i m p l e m e n t  a c o n s i s t e n t  a n d  e c o n o m i c a l l y  
r a t i o n a l  m e t h o d o l o g y  for e v a l u a t i n g  a n d  c o m p a r i n g  
e n e r g y  p r o g r a m s  an d  p r o j e c t s .  T h e  e v a l u a t i o n  of 
e n e r g y  p r o g r a m s ,  s u c h  as e n e r g y  c o n s e r v a t i o n  g r a n t s ,  
s h o u l d  ta k e i n t o  a c c o u n t  the f o l l o w i n g :

P r o g r a m  c o s t s  or e x p e n d i t u r e s  i n c l u d i n g
a d m i n i s t r a t i o n  c o s t s
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P r o g r a m  b e n e f i t s  or i m p a c t s  e i t h e r  q u a l i t a t i v e  —  
n u m b e r  of h o m e  r e c e i v i n g  a s s i s t a n c e  a n d  t y p e  of 
a s s i s t a n c e  r e c e i v e d  or q u a n t i t a t i v e  —  t h e  a c t u a l  
l e ve l of r e d u c t i o n  in e n e r g y  use.

T e c h n i c a l  e v a l u a t i o n s  of p r o j e c t s  s u c h  as  w i n d  m a c h i n e  

d e m o n s t r a t i o n s  s h o u l d  i n c l u d e  t h e  f o l l o w i n g :

T o t a l  c o s t s  of  the p r o j e c t  and  'he s t a t e ' s  s h a r e

C o n s t r u c t i o n ,  o p e r a t i n g ,  a n d  m a i n t e n a n c e  c o s t s

D a t a  on the p r o j e c t ' s  p e r f o r m a n c e  a n d  r e l i a b i l i t y .

G i v e n  this t y p e  of i n f o r m a t i o n ,  it w i l l  be  p o s s i b l e  to 
c a l c u l a t e  e x p e c t e d  e n e r g y  c o s t s  a n d  e x p e c t e d  to ta l 
e n e r g y  i m p a c t s  for d i f f e r e n t  p r o g r a m s  and  pro. 'ots. 
T h e i r  r e l a t i v e  b e n e f i t s  and  c o s t  can be c o m p a r e !  a n d  
t h e y  c a n  be  m a t c h e d  e x p l i c i t l y  w i t h  s t a t e  e n e r g y  
o b j e c t i v e s .

T h e  s t r a t e g i c  p l a n n i n c  p r o c e s s  o u t l i n e d  a b o v e  will 
p r o v i d e  t h e s t a t e  w i t h  an  o b j e c t i v e  s y s t e m  for a s s e s s i n g  
l i k e l y  p r o g r a m  b e n e f i t s  and  e v a l u a t i n g  p r o g r a m  results.
T h i s  p l a n n i n g  p r o c e s s  s h o u l d  i n v o l v e  an  i n d e p e n d e n t  r e v i e w  
of m a j o r  p r o g r a m s  a n d  p r o j e c t s  a n d  s h o u l d  m e a s u r e  p r o g r e s s  
a g a i n s t  c l e a r  q u a n t i f i a b l e  o b j e c t i v e s .

T h e  s t a t e ' s  e n e r g y  p o l i c y  a n d  p r o g r a m  a c t i v i t i e s  a p p e a r  
c o m p r e h e n s i v e  —  c o v e r i n g  a l l  f u n c t i o n a l  a s p e c t s  o f e n e r g y  
p r o g r a m  p l a n n i n g  a n d  d e v e l o p m e n t .  H o w e v e r ,  g i v e n  the re ce n t  
r a p i d  i n c r e a s e  in e n e r g y  p o l i c y  and  p r o g r a m  a c t i v i t i e s  the 
s t a t e  s h o u l d  u n d e r t a k e  a c o n s i s t e n t  a n d  e c o n o m i c a l l y  r a t i o n a l  
a p p r o a c h  for an evaluation, of e x i s t i n g  e n e r g y  p r o g r a m s  and 

p r o j e c t s  w i t h  the o b j e c t i v e  of m o d i f y i n g  t h e m  to m o r e  
e f f e c t i v e l y  m e e t  o v e r a l l  s t a t e  e n e r g y  go a ls .

* * * * *

T h i s  s e c t i o n  has  p r e s e n t e d  the ke y  f i n d i n g s  a n d  

r e c o m m e n d a t i o n s  of the 1982 R e p o r t  o n  the S t a t e  of A l a s k a  L o n g  
T e r m  E n e r g y  P lan . T h e  m a i n  b o d y  of the 1982 r e p o r t  f o l lo ws .
It a d d r e s s e s  ea ch  of t he  a r e a s  r e q u i r e d  in the l e g i s l a t i o n  and 
is o r g a n i s e d  in the f o l l o w i n g  m a n n e r :

C h a p t e r  I - C u r r e n t  an d  P r o j e c t e d  E n e r g y  U s e — w h i c h  

e x a m i n e s  the a m o u n t  an d  p u r p o s e  of e n e r g y  use in che 
s t a t e  ar d the p r i c e s  of d i f f e r e n t  e n e r g y  sources .

23



C h a p t e r  II - E n e r g y  S u p p l i e s  a n d  R e s o u r c e s — W h i c h  
d o c u m e n t s  e x i s t i n g  a n d  p r o j e c t e d  e n e r g y  s u p p l i e s  and  
t h e i r  p o t e n t i a l  a p p l i c a b i l i t y  for m e e t i n g  p r o j e c t e d  
e n e r g y  n e e d s  a nd  l o w e r i n g  e n e r g y  c o s t s

C h a p t e r  III - R e g i o n a l T e c h n o l o g y  O p t i o n s — w h i o h  
p r e s e n t s  an  a n a l y s i s  of t h e  p o t e n t i a l  e n e r g y  s a v i n g s  
f or t h o s e  t e c h n o l ~ g v  o p t i o n s  i n c l u d i n g  c o n s e r v a t i o n  
m e a s u r e s ,  t h a t  h ^ v e  the l o w e s t  c o s t s  fo r m e e t i n g  near, 
m i d  a n d  lo n j t e r m  s t a t e  e n e r g y  n e e d s

C h a p t e r  IV - S t a t e  E n e r g y  P r o g r a m s  an d  P o l i c i e s — w h i c h  

r e p o r t s  on c u r r e n t  s t a t e  e n e r g y  a c t i v i t i e s  and 
p r o v i d e s  r e c o m m e n d a t i o n s  for p r o g r a m  m o d i f i c a t i o n s  a n d  
a d d i t i o n s ,  i n c l u d i n g  t h o s e  d e a l i n g  w i t h  the 
p o s s i b i l i t y  of e n e r g y  e m e r g e n c i e s .
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