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To:

From: Representative Jerry Mack
Democrat Leader of the H<

April 17, 1996

Subject: Scheduling Request - SB 307 - A n  A c t  authorizing the Department of
N atural Resources to exchange w ith  the federal governm en t state w ith in , and  
adjoining, Dude Creek Critical Habitat Area fo r  federal land adjacent to Fall Creek; and  
provid ing  fo r  an effective date."

SB 307 will facilita te  the d e v e lo p m e n t  of the Fall C reek  h y d ro p o w e r  p ro jec t by  
au th o r iz in g  ‘•he s ta te  to e n g a g e  in  a la n d  exch an g e  w i th  the federa l g o v e rn m e n t ,  
contingent on Congress passing a land exchange authorization.  T he  t im e ly  p a s sa g e  of 
SB 307 will p ro v id e  a s t ro n g  m essage  to C o n g ress  in re g a rd s  to H R  2561, in tro d u ced  by 
D on Y oung  w h ic h  p ro v id e s  federal A u th o r i ty  for this lan d  exchange .

1 c a n n o t  s tress  the im p o r ta n c e  of the  leg is la tion  e n o u g h  a t th is  time; SB 307 will p lay  a 
vital role in the  fu tu re  e co n o m ic  h e a l th  o f  the  en t ire  State  of A laska. T he  p o w e r  cost 
eq u a l iz a t io n  p ro g ra m  is c u r re n t ly  f u n d e d  a t $17 m ill io n  for FY 97. This  a m o u n t  reflects 
a cu t of a lm o s t $3 m illion  fro m  FY 96.

• T h is program  is fu n d ed  by the P ow er C ost E q u a liza tio n  and  R ural Electric 
C ap ita liza tio n  Fund (PCE&RECF). A laska S tatu te 42.45.100, created by  C hap ter 18,1993 
Session Laws p rov ided : S ec tio n  1(b) o f th e  en ab lin g  leg is la tio n  re f le c ts  the  leg isla tive  
in ten t a n d  long -term  co m m itm en t to  fu n d  PCE a t a  m in im um  level of $17 million 
th ro u g h  th e  y e a r  2013. H ow ever, b a s e d  o n  cu rren t p ro jec tio n s , th e  PCE& RECF will 
b e  u n a b le  to  p ro v id e  fu n d in g  th rough  F Y  2000.

It is v ital th a t  w e  w o rk  to g e th e r  to d e v e lo p  a n d  s u p p o r t  a l te rn a t iv e  p o w e r  resources  
th ro u g h o u t  the  u rb a n  a n d  ru ra l  a reas  of the  state. P lease  jo in  m e  in s u p p o r t  of this bill 
a n d  the  d e v e lo p m e n t  o f  this a l te rn a t iv e  e n e rg y  re so u rce  in G u s ta v u s .
• S B  307 will p o te n tia lly  s a v e  u p  to  $118,750 p e r  year.
• S B  307 will r e d u c e  th e  e n v iro n m e n ta l im p a c t o f  d ie se l  g en era tio n  a n d  b u lk  fue l 

s to ra g e .
• A lte rn a tive  e n e r g y  r e s o u rc e  d e v e lo p m e n t m u s t  b e  a p rio rity  fo r  th e  S ta te  o f  

A la sk a  - p r o p o sa ls  s u c h  a s  S B  307  will m in im ize  th e  im p a c t o f  fu tu re  s ta te  a n d  
fed era l b u d g e t  red u c tio n s .
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D E P A R T M E N T  O F F I S H  A N D G A M E

TONY KNOWLES, GOVERNOR

OFFICE OF THE COMMISSIONER
/

i PO 90X25526 
JL'NEA:1 ALASKA =̂.'2-5525 
PHONE 1907)465-1100 
FACSW.E .90': 465-2212

March 29, 1996

The Honorable Jerry Mackie 
Alaska State Legislature 
State Capitol, Room 404 
Juneau, AK 99801

Dear Representative Mackie:

It is our understanding that discussions have been underway for the past couple o f years regarding 
the possibility of developing a small hydropower site near Gustavus to provide environmentally 
sound and economically feasible electrical service to that community. The power site is located at 
Fall Creek on land that is within Glacier Bay National Park. A land exchange between the state 
and the National Park Service is needed in order to develop this hydropower potential.

Preliminary indications are that this project has substantial merit. We are told that discussions 
among the residents o f Gustavus, the Gustavus Electric Company, the National Park Service, and 
affected interest groups, including the National Parks and Conservation Association, have been 
very constructive. We have been advised that the National Park Service has recently prepared 
amendments to HR 2561, which was originally introduced by Representative Don Young last 
October. HR 2561, when amended, will provide federal authority for a land exchange, contingent 
on an economic and environmental review by the Federal Energy Regulatory Commission.

Senate Bill 307, now before the Alaska iegislature, will facilitate development o f the Fall Creek 
hydropower project by authorizing the state to engage in a land exchange with the federal 
government, contingent on Congress passing a land exchange authorization. SB 307 has the full 
support of the administration. We will continue to follow with interest the progress of HR 2561, 
Thank you for your work in bringing this matter to the attention of the legislature.

Sincerely,

Frank Rue 
Commissioner



D e l i v e r e d  b y  K i m b e r l y  M e t c a l f e - H e l m a r / S p e c i a l  A s s i s t a n t / D e p a r t m e n t  

C o m m u n i t y  a n d  R e q i o n a l  A f f a i r s .  C o n t a c t  4 6 5 - 4 0 9 8
i  \  m

Department of Community & Regional Affairs i 

Division o f Energy 

Comments to Senate Bill 307

The following comments regarding Senate Bill 307 are limited to the potential construction of a 
hydroelectric project that would serve the Gustavus area and the resulting positive impact on the 
Power Cost Equalization Program.

Power Cost Equalization is funded from the Power Cost Equalization and Rural Electric 
Capitalization Fund fPCE&RECF) The PCE&RECF is expected to be depleted by Fiscal Year 
2000 In the meantime, the program is not expected to be fully funded based on the current 
statutes

Assumptions relating to the fiscal impact of SB 307 are based on the following:

A. Gustavus Electric Company participates in and receives PCE credits on about 950,000 
kilowatt-hours per year. Based upon the utility’s projected reduction of .125/kwh, the resulting 
PCE savings would be up to SI 18,750 per year if the program remained at the 100% funding 
level. However, due to the uncertain funding levels of PCE in future years, the actual savings to 
the program would more likely be about SI00,000 per year.

B. The hydroelectric project is expected to be operational by the year 2000.

C. The PCE&RECF is expected to be depleted by Fiscal Year 2000.

Independent of the impact o f the hydro project on PCE, we support passage of the bill and the 
dev elopment of an alternative energy source in Gustavus to reduce the cost and environmental 
impact of diesel generation and bulk fuel storage.

tg'1eg'sb307
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F a l l  C r e e k  M i n i  H y d r o  B a c k g r o u n d  
SE C o r n e r  G l a c i e r  B a y  N a t i o n a l  P a r k  & P r e s e r v e

A p p r o x  A c r e a g e  

P r o p o s a l

N a t i o n a l

P o l i c y

L a n d

I m p r o v e m e n t s

A c t i o n  to D a t e

P a r k  S e r v i c e

M a j o r
A d v a n t a g e s

C o s t

I n c e n t i v e  to 

U t i l i t y  O w n e r

. 5 a c r e s  t o  b e  a f f e c t e d

. 8 0 0  K W  R u n  o f  S t r e a m  E l e c t r i c a l  G e n e r a t i o n  f o r  
G u s t a v u s ,  A l a s k a  a n d  N a t i o n a l  P a r k  S e r v i c e ( N P S )

. C o n s i s t e n t  w i t h  P r e s i d e n t ' s  E n v i r o n m e n t a l  a n d  

E c o n o m i c  P r i o r i t i e s

. S t e e p  c a n y o n  a b o v e  f a l l s ;  600' P i n k  s a l m o n  s t r e a m ;  

B u r i e d  u t i l i t y  a l o n g  o l d  l o g g i n g  r o ad; w a t e r  
d i v e r t e d  t o  p o w e r h o u s e  a l o n g  g e n t l e  s l o p e ,  a l w a y s  
l e a v i n g  w h a t  is n e e d e d  to m a i n t a i n  s t r e a m  h a b i t a t .

. T w o  p a t e n t e d  N a t i v e  a l l o t m e n t s  n e a r b y ,  a b o u t
3 0 0  a c r e s .  B o t h  l o g g e d  in e a r l y  1 9 0 0 's a n d  1 9 6 0 's.

. S m a l l  p o w e r h o u s e - s i z e  o f  c o t t a g e (30X40), 

to b l e n d  i n t o  s c e n e r y  a n d  b l u f f ;

. T w o  18" p l a s t i c  p e n s t o c k ;

. S m a l l  b r i d g e  i m p r o v e m e n t s ;

. D i v e r s i o n  w e i r ;

. H i r e d  h a b i t a t  b i o l o g i s t ,  G r e g  S t r e v e l e r ,  g o v e r n ­

m e n t a l  a f f a i r s  c o n s u l t a n t ,  K e l l u s  S e w e l l ,  a n d  
e n g i n e e r i n g  c o n s u l t a n t s

11■ » ^

. F o r m e r l y  a p p r o v e d  l a n d  s w a p

. • • E l e c t r i c i t y  s u b s t a n t i a l l y  r e d u c e d  16 t o  3 . 5  C / K W h

. S a v i n g s  t o  S t a t e  f r o m  P o w e r  C o s t  E q u a l i z a t i o n  
P r o g r a m  e s t i m a t e d  a t  $ 2 4 5 , 0 0 0  a n n u a l l y ,  o r  50%; 

C u r r e n t l y  C o n s u m e r s  p a y  1/3, S t a t e  2/3s;

. S a v i n g s  t o  P a r k  S e r v i c e  a t  50% a n n u a l l y ,  e s t i m a t e d  
a t  $ 2 4 8 , 0 0 0  + o n g o i n g  m a i n t e n a n c e  a n d  c a p i t a l  c o s t s  

e s t i m a t e d  a t  $4 M i l l i o n  t h e  n e x t  f e w  y e a r s ;

. R e l i a b l e ,  c h e a p e r ,  s t a b l e  p r i c e d ,  c o n s i s t e n t  p o w e r ;

. A v o i d a n c e  o f  H i g h  P r e s s u r e  N O x p o l l u t a n t s  w h i c h  is

1 0 - 2 0  t i m e s  w o r s e  t h a n  g a s  v e h i c l e  c o n t r i b u t i o n  t o  
g r e e n  h o u s e  w a r m i n g  a n d  a c i d  r a i n ;  a e s t h e t i c  p o l l u ­

t a n t s ;  f u e l  o i l  s p i l l s ;

. B o r n  s o l e l y  b y  u t i l i t y  o w n e r  w i t h  p r i v a t e  c a p i t a l ;

. $ 1 . 8  M i l l i o n

. I m p r o v e  e n v i r o n m e n t ;  I n v e s t  N P S  & S t a t e  S a v i n g s  i n  
l o c a l  e n v i r o n m e n t a l  e n h a n c e m e n t s ;  N o  p r o f i t  a d v a n t a g
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H .R . 2561 - F a ll C re e k  M in i H y d ro p o w e r  P ro p o s a l

Mr. Chairm an, d istlnguised m em bers of the committee, and m em bers of the audience, my name 
is R ichard  Levitt, ow ner and President of Gustavus E lectric Com pany. Accom panying me Is 
Ke llus Sewell, my econom ic and governm ent affairs consultant.

I w ish  to  take th is opportun ity  to thank you for the opportun ity to testify  In support o f th is  
proposa l which w ill bring both enhancem ents to the environm ent but a lso s ign ificant savings to 
the N ational Park Service, the State of A laska, and local consum ers in G ustavus. I would like 
have entered fo r the record my written testim ony included In the docum ent entitled,"H .R . 2651, 
1 9 9 5 -F a ll C reek  M in i H yd ropow e r P roposa l", w h ich  inc ludes a m ap, S ta te  of A laska  
L e g is la tu re  Jo in t C oncurren t Resolution of support, Letter of a pp rova l from  the G ustavus 
C om m unity  Association, and Letter from Alaska Commissioner Fish & Gam e, Frank Rue

G ustavus Is a  sm all com m unity adjoining the boundary and the land G atew ay to G lacier National 
Park and Preserve. W e have a population that ranges from 600 p lus residents in the Sum m er 
to  a b o u t 350 in the W inter. C onsequently, our u tility  is sm a ll and we m anage a very 
conserva tive  budget w ith rates regulated by the APUC, Alaska Public U tility Corporation.

I o ffe r the  fo llow ing fo r your perspective and ask your consideration fo r approval.

. P ro ject m akes environm ental sense

. C onsistent w ith the President's Environmental and Economic Folicies 

. No pro fit Incentive, rates regulated by APUC

. Exchange of A laska Critical Habitat Area for Federal W ilderness Preserve, 960 acres each 

. Federal land not pure w ilderness area: Has been logged twice; contains road, habitable cabin,
& two 160 acre Native a llotm ents; and 1920's vantage fish trap  on tidelands.

. Benefits
S tate land provides two new resources for NPS, sandhill cranes and low lying w et lands 

NPS m anagem ent as w ilderness preserve or park sta tus w ill curtail o r e lim inate 
d e ve lo p m e n t, which can occur under present State status 

NPS can be Instrumental on preventing development o r o ther infringem ents to 
sandhill crane habitat on adjoining property through NPS rights as adjoining 
ow ner of sandhill crane m igratory bird habitat, noted in decisions in court cases 

Rates reduced from  .16 to  .035/KW h w ill yield:
Savings in excess o f $250,000/year each to the State and NPS 

Cost Avoidance, about $2 M illion to the NPS in electrical enhancem ents, $4 M illion total 
when tank farm  upgrades are included.

. Approved in concept by NPS In 1981

. F easib ility  determ ined by engineering firms, Corp. of Engineers, local Environm enta l Firm, 
and GEC

. C ost abou t $2 M illion, conventional financing

. R e v ie '- M ap which Describes Project - Run of Stream w ith no dam required 

. Support: •
Local environm ental organizations, FOGB 
Local Comm unity, unanim ous vote of support
S tate of A laska, unanim ous support of C on. jrre n t Legislative Resolution, sipned by 

the G overnor
. S upport

Personal le tte rs of support 
D iscussed on a num ber of occasions with 7 environmental organizations, the NPS, the

A ssistant Secretary of Interior for Alaska, the State of Alaska, Com m unity of Gustavus, 

and other in terested parties.
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[DISCUSSION DRAFT]
September 26,1995

104th CONGRESS t  t  t ^ | . ^
1ST Session M .  I V .  I

i

IN THE HOUSE OF REPRESENTATIVES

Mr. YOUNG of .Ueska introduced the following bill; which was referred to the 
Committee on___________________

A  B I L L

To provide for an exchange of lands located near Gustavus,
Alaska.

1 Be it enacted by the Senate and House o f Representa-
^ i

2 tives o f  the United States o f America in Congress assembled,
3 S E C T IO N  1. SHO RT TTTLE.

4 This Act may be cited as the “Glacier Bay National

5 Park and Preserve Boundary Adjustment Act of 1995”.

6 SEC. 2. LA N D  EXCHANGE.

7 (a) I n  G e n e r a l .—If the State of Alaska transfers

8 all right, title, and interest in and to the State lands de-

S*pt'tntw2fl, 1W5
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2

1 scribed in subsection (b)(1) to the Secretary of the Inte-

2 rior, tho Secretary, in exchange, shall transfer to the State

3 of Alaska all right, title, and interest of the United States

4 in and to the Federal lands described in subsection (b)(2).

5  (b )  L a n d s  D e s c r ib e d .—

6 (1) S t a t e  l a n d s .—The lands referred to in

7 subsection (a) to be transferred by the State of Alas-

8 ka comprise approximately 960 acres within the

9 Dude Creek Critical Habitat Area more particularly

10 described as follows:

11 Township 40 South, Range 58 East, C.R.M.

12 Section 16 in its entirety.

13 Section 9, WVfe.

14 (2 ) F e d e r a l  l a n d s . —The lands referred to in

15 subsection (a) to be transferred by the Secretary

16 comprise approximately 960 acres more particularly

17 described as follows:

18 In Township 39 South, Range 59 East,

19 Copper River Meridian (C.R.M.) partially sur-

20 veved—

21 Section 36 (unsurveyed, SEViSW1/*,

22 SVzSWVtSWA, NEV4SWV4, WV2WV2 ,

23 NWVfcSEVi, and SVfeSEttNWVi, contain-

24 mg approximately 130 acres.

SopHmtw26,1OT5
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1 In Township 40 South, Range 59 East,

2 partially surveyed—

3 flection 1 (unsurveyed) NW1/-*, SW1/*,

4 WV2SEV4, an d  SW V 1SWV4N EV4, exclud-

5 ing US Survey 944 and Native Allotment

6 A-442;

7 Section 2 (unsurveyed), fractional

8 that portion lying above the mean high tide

9 line of Icy Passage, excluding US Survey

10 944 and U.S. S u m y  945;

.11 Section 11 (unsurveyed), fractional,

12 that portion lying above the mean high tide

13 line of Icy Passage, excluding US Survey

14 944;

15 Section 12 (unsurveyed), fractional,

‘ 16— ............... .. NW1/4NE1/4, W 2NWV4SWV4NEV4, those

17 portions of NWV4 and SWVi lying above

18 the mean high tide line of Icy Passage, ex-

19 eluding US Survey 944 and Native Allot-

20 rnent A—442,

21 containing approximately 830 acres,

22 aggregating approximately 960 acres.

23 (c) G l a c i e r  B a y  N a t i o n a l  P a r k  a n d  P r e -

24 Serve.—The lands acquired from the State of Alaska

25 under this section shall be added to and administered as

S«pl*mb«r 26.1993
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1 p a rt o f the G lacier B ay  National P a r k  and Preserve. Upon

2  completion of the exchange o f lands under th is section,

3 the Secretary sh a ll ad just the boundary of G lacier B ay

4  N ational P a r k  and Preserve to include the land s acquired

5 from  the S ta te  of A laska and to exclude the lands tran s-

6  ferred to the S ta te  of A laska under th is section.

S«pt8mb*r2«. 1V95
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DEPT. OF COMMUNITY & REGIONAL AFFAIRS

DIVISION OF ENERGY

W A L T E R  J .  H I C K E L ,  G O V E R N O R

> < *

Kellus Sewell 
Nordic A laska Company 
'3640 Young Street 
Anchorage, Alaska 99508 
(907) 561>2104

A pril 25, 1994

R e GustavusFIydroclcctric Project

Thank you! fo r the opportun ity to attend the prelim inary project meeting and to comment 
on Gustavus Electric's proposed m ini-hydro project at Falls Creek in Gustavus. Although 
toe technical and financial details o f  this project have not been provided fo r review, the 
Fall Creek H ydro  project appears at present to be a viable project which holds the promise 
o f  energy self-sufficiency for Gustavus. Small hydro projects such as this one can provide 
long-term affordable electricity, while reducing state subsidies, and displacing diesel fuel 
w ith a clean, local, renewable energy source.

Over the years-, the Stale has invested heavily in the construction o f  power systems, and 
-subsidises.lbc.higb costs.o fproduction in rurai Alaska through the Power Cost 

Equalization (PCE) program. Currently, the PCE program subsidizes electrical rates in 
Gustavus by over S.38 per k ilow a tt hour (kW h), low ering the residential rate o f  S.51 per 

.. kW h,..toan;effective customeF rate around S. 12 per kW h. That level o f  support results in 
a customer subsidy o f  around $1000 per year. There is a real question whether the state 
w ill be ableito continue this level o f  assistance indefinitely. I f  PCE funding were to end 
abruptly, it w ould be disastrous for this community. Therefore, Gustavus should be 
aggressively pursuing the development o f  low er cost energy sources, such as Fall Creek 
Hydro.

Opponents to  the project may point to the potential environmental degradation caused by 
the diminished stream flow  in Fall Creek. The resulting degradation must to be compared 
to the damage and risk associated w ith  diesel generation. Diesel generators are noisy, 
pollute the air, and emit harmful nitrous oxides. More importantly, diesel generation 
requires thejstorage o f  targe quantities o f  fuel. Bulk fuel storage represents a fire hazard 
which threatens human lives and a spill hazard which threatens contamination o f  soil and 
water. Spillb at the National Park Service Tank Farm have already occur id  in Glacier 
Bay. The possibility o f  reducing the Park Service’s generation and bulk fuel storage needs,



w ill further reduce the level o f  environmental risk in the Park. AJI o f  these factors should 
be considered when comparing the relative environmental impacts.

Development o f  an alternative site identified at North Creek in Excursion Inlet would 
involve a submarine cable w ith  an estimated cost o f  54 m illion. W ithout the guarantee o f  
additional loads, and unless the added development costs can be mitigated w ith a 
substantial federal subsidy, and since it is unlikely that state support w ill be available, this 
alternative doesn't o ffe r the same potentia l fo r affordable energy as Fall Creek.

The fundamental im portance o f  reliable electricity is often taken fo r granted. W ithout basic 
electrical in frastructure, and the services it makes possible, it would be extremely d ifficu lt 
fo r visitors to enjoy G lacier Bay National Park, The question that must be addressed is 
not whether the com m unity o f  Gustavus should have electricity, but how  to  provide that 
energy at the low est sustainable cost to  the users and the environment. As State oil 
revenues decline, communities like Gustavus must be allowed to develop their available 
hydro resources to replace the anticipate^ loss o f subsidies. The federal government 
while protecting the resources o f  the park should not over look its responsibility to 
provide fo r th o  w elfare o f  its local residents, and cooperate in making the wisest energy 
choice Tor the future.

The D ivis ion o f  Energy recognizes the importance o f  this project to Gustavus's future, and 
is interested in.assisting you w ith your efforts. Please feel encouraged to  call on ir.yself or 
anyone at the D iv is io n  fo r  assistance.

Dennis Mcijrerp 
•Special Assistant
Division o f  Energy
Department o f  C om m unity and Regional Affairs 
(007)-465-4632
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" f i n d  w a y s  t o  c o m b i n e  e c o n o m i c  g r o w t h  w i t h  
e n v i r o n m e n t a l  p r o t e c t i o n ... t o  b r i n g  o u r  

p e o p l e  t o g e t h e r  t o  m e e t  t h e  n e e d s  o f  t h e  
p r e s e n t  w i t h o u t  j e o p a r d i z i n g  t h e  f u t u r e . "

P r e s i d e n t  B i l l  C l i n t o n  
M a n d a t e  t o  P r e s i d e n t ' s  C o u n c i l  

O n  S u s t a i n a b l e  D e v e l o p m e n t  
J u n e  1 9 9 3

 " O u r . o b j e c t i v e s  .is r e s u l t s  t h a t  a r e
c l e a n e r  f o r  t h e  e n v i r o n m e n t  a n d  

c h e a p e r  for t h e  e c o n o m y . "

V i c e  P r e s i d e n t  A l  G o r e  

O p e n i n g  R e m a r k s  to 
P r e s i d e n t ' s  C o u n c i l  o n  

S u s t a i n a b l e  D e v e l o p m e n t  
J a n u a r y  13, 1994
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Testimony of Richard Levitt beforo the US House of Representatives Committee on 
Resources Concerning HR 2561, Glacier Bay National Park &. Preserve Boundary 
Adjustment Act.

Mr, Chairman, distinguished members o f the committee, and members of the audience, my 
name is Richard Levitt, owner and president of Gustavus Electric Company, Seated 
beside me i3 Kellus Sewell, my economic and government affairs consultant.

I would like to take this opportunity to thank you ior the opportunity to testily in support of 
this proposal, which will not only bring enhancements to the environment but also 
significant savings to the National Park Service, the State of Alaska, and local consumers 
in Gustavus, I would like to have entered for the record my written testimony included in 
tlie document entitled, "H.R. 2561, 1995-Fall Creek Mini Hydropower Proposal", which 
includes a map, State of Alaska Legislature Joint Concurrent Resolution of support, Letter 
of Approval from the Gustavus Community Association, and Letter from Alaska 
Commissioner Fish & Game, Frank Rue.

Gustavus is a small community adjoining the boundary and the land gateway to Glacier 
Bay National Park and Preserve. It has a population that ranges from 700 plus residents in 
tho summer to about 375 in the winter.

The idea of using Fall Creek as a hydroelectric source for the energy needs of the NPS al 
Glacier Bay National Park & Preserve has been around for over 30 years. The Fall Creek 

- area in GBNP<fcP was classified wilderness in the ANILCA (Alaska National Interest 
Lands Conservation Act). In 1981, the Superintendent of GBNP proposed to Lhe State of 
Alaska in exchange of lands so that a hydroelectric project could be built at the Fall Creek 
site. After a year of negotiations a Memo of Understanding for the exchange of lands was 
signed in August 1982 by then Alaska Gov. Jay Hammond and then Sec. of the Interior 
James Watt. However, an exchange of deeds never occured, as it was determined an act of 
Congress was necessary both to declassify wilderness lands and to create wilderness lands 
This is why wo are hero today.

Tho following ia a quote from the General Management Plan prepared for GBNP&P by the 
NPS, dated Sept. 1984 and still current; "A proposal has been made to develop a small 
hydroelectric plant at Fall Creek, just inside the rark  boundary near Gustavus (see 
Management Zoning map), The U.S. Army Coips of Engineers has initiated a feasibility 
study for this project. Tho study was scheduled for completion in May 1983; however, a 
final report has not been received. If the project is feasible and desirable to Gustavus 
residents, Congress may approve such use of the water. The site of the power plant is 
included in the NPS Gustavus land package being considered for exchange with the <5'.ate 
of Alaska for .utc-own/rd lands within tho boundary of Wrangell-St. Elias National Plark 
and Preserve."

The State-NPS land exchange in 1982 would have given 7,000 acres of park land adjacent 
to Gustavus to the State for equal land given to tho NPS by tlie State in the area of



Wrangell-St. Elia3 National Park & Preserve. The NPS and State now prefer to exchange 
the minimum amount of land needed to develop the hydroelectric project, which is 960 
acres.

Also, the lands given by the State to the NPS will be in the area of the sandhill crane 
Crtical Habitat area adjacent to the GBNP&P boundary near Gustavus. These lands were 
selected with input from GBNP&P personnel, the local environmental community-Friends 
of Glacier Bay, and members of the community of Gustavus, The area of tho trade was 
also approved by the State o f Alaska Departments of Natural Resources and Fish and 
Game. The state proposed land trade provides two new valuable resources, sandhill cranes 
and wetlands. Further, protection would be enhanced under NPS management.

A joint resolution was passed by the Alaska Legislature and signed by the Governor in 
support of the land trade and urging the U.S. Congress to pass appropriate legislation. The 
Gustavus Community Association has held numerous meetings on the subject of the 
hydroelectric project and land trade and all votes taken have resulted in unanimous support 
ofboth.

Throughout the entire land trade process, the NPS, the environmental community, 
including the Friends of Glacier Bay, the S.E. Alaska Conservation Council, the Sierra 
Club, the Wilderness Society, the Audubon Society, the National Parks and Conservation 
Society, and the National Wildlife Alliance ha’ .■ been kept frilly informed and have been 
invited lo participate.

At present, the NPS and the Gustavus Electric Company maintain separate electric 
generation facilities. Tho facilities are approximately nine miles apart and use diesel 
engines to produce the electricity. The NPS has a staff of about twenty employees on site 
throughtout the year increasing to about sixty during the May-September tourist season. 
Facilities include about 160 beds in 55 cabin units and two dormitories, employee 
housing, power house, 82,500 gallon fuel tank farm, water and sewer treatment plant, and 
other facilities. Current 1994 demand needs are ISOkw and peak demand needs over the 
next twenty years are estimated at 360kw. Gustavus Electric Company serves an area of 
approximately fourteen square miles with a peak demand of almost 300kw which is 
expected to increase to 550kw in .20 years.

Hydropower has many benefits over diesel electric generation, the primary one being cost. 
Hydro also has more reliability, price stability and is consistent. Diesel power has many 
disadvantages. Most o f these are apparent to the end user but increasing pollutant risks 
occur throughout the discovery, production, and transportation cycles. Some 
disadvantages of diesel arc:

a. it produces heavy concentrations of unhealthy nitrogen oxide, a significant air 
pollutant;

b. spill pollution transfers during transportation, and transfers at storage sites and 
through pipelines are always at risk;



c. costs can fluctuate due to market conditions, war, embargoes, allocations, 
restrictions, inflationary forces, and other factors;

d. contributes to noise and otherwise aesthetic pollution.

Alternative electrical energy sources were studied for the area by the consulting Arm of 
Acres America in 1982 under contract with the State of Alaska, Division of Energy. 
Hydropower "was determined the best alternative by far, with diesel being tho only other 
possibility. Wind, solar, geothermal, coal, gas, tidal, and biomass energy were studied and 
determined not safe or practical alternatives for the nearby vicinity of Gustavus and the 
Glacier Bay Park Service facilities.

Alternate hydroelectric sites were also investigated outside of park boundaries and none 
were found to be economically viable. The best of these sites was still twice as expensive 
as diesel.

The present costs of diesel generation for Gustavus Electric Company ranges between 112 
and S. 16 per kwhr, depending on fuel oil coats (generation costs only). An in house study 
by the NPS lists their generation cost at $. 174. The cost per kwhr over the next forty years 
using Fall Creek Hydro is $.035 per kwhr. The rates for Fall Creek Hydropower will be 
regulated by the Alaska Public Utilities Commission (APUC). It will be financed entirely 
by private investors, with no government funds, and the rate of return on the investment 
will be set by the APUC. The estimated cost of the project will be 1,8 million dollars, 
which includes an intertic power, line of five miles between Gustavus and the NPS 
headquarters and generation facilities.

Reduced electrical costs of the Fail Creek Hydroprojecl would result in savings to Ihe rate 
payers of Gustavus of $315,000 per year on average over a forty year span, based on 
projected growth of tho community. Since tho State of Alaska subsidizes a portion of ihe 
electric generation costs in rural Alaska, the above savings would translate to a savings nf 
$70,000 per year for residents of Gustavus and a savings of $245,000 per year for the State 
of Alaska; however, this electrical generation subsidy provided by the State o f Alaska will 
probably not continue much longer because of declining state revenues. Therefore, a 
cheaper source of electricity will become even more important to tho residents of Gustavus.

The reduced electrical costs of the Fall Creek Hydrrproject will also result in an annual 
savings to the Park Service of $200,000 per year, on average over a forty year span, based 
on projections of tho NPS in their general management plan for GBNP&P. Some of their 
electricity is sold lo the Park concessionaire. In addition, the NPS has plans to build a 
diesel generation facility for $2,000,000 and a new fuel oil storage Lank farm for another 
$2,000,000, both scheduled for 1998. If these needs were met by private enterprise, 
utilizing the Fall Creek Hydroproject, the NPS would not only save the $200,000 per year, 
but also tho capital cost o f four million dollars for construction. All rates clnirged the NPS 
fur e le c t r i c i t y  -would be approved by the APUC.



The area of Fall Creek is approximately one mile East of the Gustavus-NP Boundary. Tlie 
creek itself empties into Icy Straits. It was determined by the NPS in 1982 that this land 
trade "will not significantly affect tho purpose for which the Park was established".

The proposed NPS exchange Ls not pure park property. There are two patented Native 
allotment inholdings in tlie park's immediate vicinity o f Fall Creek. Both have been 
logged twice and one contains a habitable cabin. Although it is the NPS policy lo acquire 
all inholdings within its boundaries, eliminating these allotments as inholdings would 
further negate any need for future appropriations to acquire them.

The proposed hydroelectric project would run of stream with no impoundment planned. 
Capacity would bo SOOkw initially. Project improvements would consist of a stream 
diversion structure, two 18 inch penstocks, 30' x 40' powerhouse, old logging road 
improvements new access road and bridge improvements.

In addition to tho Corp of Engineera feasibility study and Acres America's alternative 
energy studies already cited, the following consultants were retained by Gustavus Electric 
Company. The consulting engineering firm of Peratrovich, Nottingham and Drage, of 
Anchorage performed streamflow and hydrologic studies on Fall Creek. Kellus Sewell of 
Nordic Alaska prepared evaluation and supporting documentation. Energy Control 
Systems Inc., of Portland, Oregon evaluated design options and cost estimates of the 
project. Icy Strait Environmental Services provided an environmental assessment of (1.) 
the areas major natural attributes, (2.) senstivities of these attributes to the proposed hydro 
development, (3,).how could the impacts be minimizecland (4.) is there anything that 
strongly argues against hydro development from an environmental point of view. HDR 
Engineering of Anchorage provided engineering evaluation and cost estimates.

So far, all studies point to a hydroelectric project that can be economically and 
environmentally sound. Gustavus Electric Company is willing to do the further studies 
and go through the process required to obtain a hydropower license from the Federal 
Energy Regulatory Commission. This will allow the concerns of any governmental 
agencies, onmizations or individuals to be addressed and responded to by the applicant.

In conclusion, I respectfully request that you favorably consider this legislation. This 
project is an excellent example o f VP Al Gore's opening remarks to the President's Council 
on Sustainable Development January 13,1994, "Our objective is results that are cleaner 
for the environment and cheaper for the economy." and Presidents Clinton's Mandate to 
Presidents's Council on Sustainable Development, Juno 1993, "find ways to combine 
economic growth with environmental protection...to bring our people together to meet the 
needs of tho present without jeopardizing tho future,"
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S T A T E  O F  A L A S K A

THE LEGISLATURE

Endorsing development of the Fall Creek hydroelectric project near Gustavus.

;BE IT-?;RESO LV ED tBY  TH E : LEGISLATURE ■ OF. T H E . ST A TE O F ALASKA:

W HEREAS electricity used in Glacier Bay National Parkvapd Gustavus is provided by 

diesel generation; and

W HEREAS power consumption in this area is projected to increase; and 

W HEREAS a small hydroelectric project at Fall Creek could satisfy the needs of Glacier 

Bay National Park and the community of Gustavus well into the 21st century; and

W HEREAS hydroelectric generation at Fall Creek could result in fuel savings, reduced 

operating and maintenance costs, and reduced capital expenditures for improvements and 

upgrades to the existing power system to meet demand, and thereby reduce power costs to 

consumers; and

W HEREAS the Fall Creek hydroelectric project is intended to be Financed solely by 

private capital; and

W HEREAS issues related to Glacier Bay National Park are frequently contentious, but 

the community of Gustavus and the National Park Service agree that the Fall Creek hydroelectric 

project could be environmentally sound and economically advantageous; and

W HEREAS the community of Gustavus recently reaffirmed support of the Fall Creek

S o u rc e
CSSJR 27FRES1



hydroelectric project in a unanimous vote; and

W H ER EA S, because the site of the proposed hydroelectric project is within the 

boundaries of Glacier Bay National Park and Preserve, an Act of Congress will be needed to 

change designation of the land status;

BE IT  RESO LV ED  that the Alaska State Legislature endorses private development of 

the Fall Creek hydroelectric project and encourages the Congress to enact appropriate measures 

to redesignate the land status; and be it

FU R T H E R  RESOLVED that the Alaska State Legislature urges the National Park 

Service and other federal agencies to cooperate with the project developer and state agencies for 

expeditious permitting for the Fall Creek hydroelectric project.

C O PIES of this resolution shall be sent to the Honorable Bruce Babbitt, Secretary of the 

U.S. Department of the Interior; Roger G. Kennedy, Director, National Park Service, U.S. 

Department of the Interior; Robert Barbee, Alaska Regional Director, National Park Service, U.S. 

Department of the Interior; and to the Honorable Ted Stevens and the Honorable Frank 

Murkowski, U.S. Senators, and the Honorable Don Young, U.S. Representative, members of the 

Alaska delegation in Congress.

LR 23 -2-



AUTHENTICATION

The following officers of the Legislature certify that the attached enrolled resolution, 

CSSJR 27(RES), consisting of 2 pages, was passed in conformity with the requirements of the 

constitution and laws of the State of Alaska and the Uniform Rules of the Legislature.

---------------------------------------
Suzi Lowell, Chief Clerk of the House

A C T I O N  B Y  G O V E R N O R
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G ustavus ^
Community P«,oftoBo* 6 2

A s s o c i a t i o n  G u s t a v u s ,  A l a s k a  9 9 8 2 6

DICK LEVITT 
P.O.BOX 
GUSTAVUS AK 
99826

4-24-95

DEAR MR. LEVITT

THE GUSTAVUS COMMUNITY ASSOC. HAD AN ADVISORY VOTE FROM 
THE GENERAL MEMBERSHIP. THE VOTE APPROVING THE PROPOSED 
HYDRO ELECTRIC PROJECT IS AS FOLLOWS; 29 IN FAVOR, 0 AGAINST.

THANK YOU
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May 9, 1995  

L e t t e r

C o m m issio n e r F ran k  R ue 
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DEPARTMENT OF irtSHAND GAME

OFFICE OF THE COMMISSIONER

TONY KNOWLES, GOvj:

P.O. BOX25526 
JUNEAU, ALASKA 99502-5629 
PHONE: (907)465-4100

May 9, 1995

Mr. Richard Leavitt, President 
Gustavus 131cctric Company 
P.O. Box 10Z ,
Gustavus, AK. 99826

Dear Mr. Leavitt:

Thank you for your April 10 letter and subsequent visit to inform me of recent developments 
regarding your proposed Falls Creek Mini Hydropower System, and the opportunity to advance 
the project by trading Glacier Bay National Park lands for lands in the Dude Creek Critical 
Habitat Area.

The Alaska Department ot Fish and Game (ADF&G) is willing to consider the proposal to add 
a portion of the Dude Creek Critical Habitat Area to Glacier Bay National Park, since it appears 

:.=> i-u, rthai management by the*Park:Service would maintain,the values-for-which the Critical Habitat 
Area was established. However, a condition of any trade involving Dude Creek Critical Habitat 
Area lands should be that the Park Service allow hunting and other uses that are described in 
AS 16.20..610(d) establishing.the Dude Creek Critical Habitat Area to continue.

Because critical habitat areas arc established by the legislature, legislative action will likely be 
required to accomplish the proposed land trade. In addition, some lands contemplated for trade 
may be Mental Health Trust lands, requiring approval by the Mental Health Trustees and 
possible compensation prior to transfer to the Park Service. The Department of Natural 
Resources (DNR) would be the appropriate agency to address this question.

Wilh regard to specifics of your proposed hydropower project, ADF&G will work with you to 
address ways to avoid conflicts between withdrawal of water from Falls Creek (Kaatahecna 
Creek) and maintenance of fish populations and habitats in Falls Creek. The issue of the power 
project tailraco diverting returning adult Falls Creek fish (coho, pink, and chum salmon, Dolly 
Vnrden and cutthroat trout) from productive spawning areas in Falls Creek must also be 
addressed. The most likely effects of the project may be on subsistence use of pink, chum, and 
coho salmon, particularly .^on the Native allotment owners in the project vicinity.

:RNOR



Mr. Richard Leavitti -2- May 9, 1995

Thank you fot keeping us informed of recent project developments. Regional Supervisor Lana 
Shea and Area Habitat Biologist John Palmes of our Habitat and Restoration Division will 
continue to work with you on the land trade request and to resolve the concerns mentioned 
above. P ,sc include Ms. Shea on the committee being formed to recommend the best plan for 
the land trade, Thank you.

cc: Ellen Fritts, AD&FG, Juneau
Debra Clausen, AD&FG, Anchorage 
Lana Shea, AD&FG, Douglas 
John pjilmcs, AD&FG, Douglas 
Ron Swanson, DNR

Sincerely,

Frank Rue 
Commissioner



A p p e n d ix  E

E s t im a t e d  U s a g e  & S a v i n g s  to  S t a t e  o f  A l a s k a ,  G u s t a v u s  
C u s t o m e r s ,  & N a t i o n a l  P a r k  S e r v i c e  O v e r  30 Y e a r s ,  1994-2024
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E s t i m a t e d  D s e a g e  & S a v i n g s ^ t o  
State o f  Alaska, G u s t a v u s  C u s t o m e r s  and 

N a t i o n a l  P a r k  Service 
O v e r  30 Years 

1994-2024

T a b l e  2

O s e a g e  a n d  S a v i n g s  % A v  A n n u a l  Savings In $ M i l l i o n s
_____________________________________________ M W h / y e a r  A n n u a l  A v  30 Y e a r s

G u s t a v u s  C u s t o m e r s 1 0 0 2,300

Diesel S u b s i d i z e d  by State 70 1,960
Paid by Customers 2 0 560
Line & T r a n s f o r m e r  Uses 10 280

N a t i o n a l  P a r k  S e rvi ce 1 0 0 1,600

T o t a l  Av. A n n u a l  U seage 4,400

Cost of Diesel Power .160
Cost of H y d r o - F a l l  Creek .035

Savings from Fall Creek .125

Sa v i n g s  O v e r  D i e s e l

State of A l a s k a  .125(1,960) $245,000 $ 7.4
G u s t a v u s  C u s t o m e r s  . 125 ( 560) 70,000 2.1
N a t i o n a l  P ark S e r v . _.125(1,600) 200,000 6.0
Add i n d i r e c t  costs .030(1,600) 48,000 1.4

T O T A L  A V E R A G E  S A V I N G S  Y E A R L Y  $563,000
SA V I N G S  O V E R  T H I R T Y  YEARS $16.9
A d d  cost for r e m e d i a l  improvem ents
and p o w e r  e n h a n c e m e n t s  (1994-1996) -’ .3

T O T A L  S A V I N G S  O V E R  30 YEARS $21.2 M

Not a d j u s t e d  for inflation w h i c h  would p l a c e  the savings 
at a c o n s i d e r a b l y  h ighe r value.

2
Es t i m a t e d  cost of m o n e y  if savings not a p p r o p r i a t e d  

e l s e w h e r e  in government.
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A L A S K A  S W E  A L A S K A  S W E

DUDE 
CREEK

A L A S K A  S T A T E  A L A S K A  S T A T E

CRITICAL 
HABITAT AREA
A L A S K A  S T A T E  A L A S K A  S T A T E

The Dudo Crook Crilical Habilat Aroa, in norlhorn soulheast Alaska adjacent to tho community of Gustavus and next door 
to Glacier Bay National Park, oncompasses tho largost oxpanso of undisturbed wet meadow habitat in the region.

Birds—A key rosllng aroa for docks ol migrating lessor sandhill cranes, tho aroa comos 
alivo each fall with hoarse, throaty calls as thousands ol cranos stop to rest and feed in tho 
wot meadows boforo moving farlhor south to winter. Small numbers of cranos also stop to 
rost and feed during tho spring migration north.
Tho wot meadow complex of Dudo Crook differs substantially In plant composition from 
southoast Alaska's moro common muskog and sallchuck wetland typos. A high water table 
ovor broad, flat terrain has producod a complox of low-growing shrubs, sodges, mosses, 
and horsolail intorsporsod with patchos ol willow thlckot and scrub forest. This hydrological 
and geophysical combination Idoally moots tho needs of tho notoriously shy cranes, 
providing thorn long-rango visibility of prodators, shallow water tor roosting, Insulation from 
human dovolopmonl, and a food supply suitablo for tho hlgh-enorgy demands of migration.
Old-timors report tho dispersed prosonco of sandhill cranos In wotiand meadows 
throughout tho Juneau and Gustavus areas. Today, howovor, a combination of human 
development activities and natural forost succession in drier aroas havo concontratod 
sandhill cranos In tho wet moadows o l Dudo Crook.
Although lessor sandhill cranos, with tholr great fidolity to Dudo Crook's wot moadows, are 
tho area's promior wlldlilo species, other birds can bo found as woll. Canada goeso In 
docks of up to 300 rost and forago In tho meadows throughout much of tho yoar, but 
especially during spring and fall. A fow morgansors and mallards can bo found nasting and raising young along small 
streams. Snipo, least sandpipors, and savannah sparrows nosl In tho moadows, while songbirds nest in adjacent 
shrublands and forests. Marsh hawks and other raptors pass through tho area during migration. Marsh hawks and short- 
oared owls aro known to nest in tho aroa. Ravons, magpies, and bald eagles are year-round residents.

Mammals—During population poaks, tho long-tailod volo is tho most common mammal. Coyotes, wolvos, and short- 
tailed weasols hunt tho wot moadow habilat for voles. Mooso aro Inc.oasingly common in tho aroa. Largor mammals, 
including black boars, use tho forosled Dudo Creok corridor as a thoroughfaro betweon tho wooded Inland and the coast. 
Black bears can somolimos bo scon along tho forosl/wot moadow fringe. Rod squirrels abound in tho Dudo Creek lores! 
corridor, and marton aro at times common. Porcupine aro distribulod sparsely in the forest. Land otter travel up and down 
tho banks of Dudo Croek and Good Rivor.

Public Use and Access—Tho area is enjoyed in tho fall as a sandhill 
crano viewing area by residents and visitors alike, whilo local residents 
use it lor recreation year-round. Tho community of Gustavus is accessible 
via regularly scheduled flights from Juneau. The Gustavus r ad system 
extends almost to the oaslern boundary of tho critical habitat area. 
Primary accoss is gained via a section lino extension ol the Good River 
Road to the west of the community ol Gustavus. There are no public uso 
facilities in tho crilical habilat area.

Photo c/od ils : Dudo Creek Wetlands, Koron Dosworlh ; Sandhill Crano, Jo h n  Hyde.
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