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STATE OF ALASKA -- OPERATING BUDGET SUMMARY 10520 2/22/82
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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
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-8953.8 
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-100.OX 
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AGRICULTURAL ACTION COUNCIL 
AK SEAFOOD MARKETING INSTITUTE
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1 9 9 1 7  . 9
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2000.0
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417.3
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-32.6X
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xxxxxxxx TOTAL EXPENDITURES 30375.7 71243.5 49126.4 54244.2 40280.6 -13963.6 -25.6X

Ixxxxxxxx FUNDING
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GENERAL FUND 
OTHER FUNDS
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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



I



SE C T I O N - B Y -S E C T I O N  ANALYSIS 

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



ERNST W. MUELLER, VICE-CHAIRMAN 
BOARD OF DIRECTORS 

ALASKA POWER AUTHORITY

On

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



7

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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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.
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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

'



D AT E
Tirrr

1/ 2 8 / 82  
i r n r s —

STATE OF ALASKA RO

]>
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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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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

B L A C K  B E A R  L A K E  H Y D R O E L E C T R I C  P R O J E C T

•

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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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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W
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W

I
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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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.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.
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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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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. ‘
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= 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
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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.
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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"
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- [  
us

i
i

W  !
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I
I
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$

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.
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D A T E  = 1 / 2 8 / 8 2

. . .  _____ .__ ; t:J_____ __

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
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(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
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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 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  
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I . REQUEST
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Agency Affected Office of the Governor_________________________________________
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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  '
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Original: Legislative Finance PHONE Ejflft-filfll______________
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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 .
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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
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