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1. FERC Review

2. Main Access Road

3. Camps and Other Site Facilities

4. Diversion

5. Spillways

6. Construction of Main Dam

7. Power Facilities

8. Dotallcd Design

9. Impoundment

10. Operation

11. Continuous Environmental Study and Monitoring
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WORLD OIL PRICE FORECASTS 
(Constant 1982 Dollars)
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Source: ENR U t i l i t i e s ,  December 17, 1981 for 
nominal costs;
Monthly Labor Review, US Dept, of Labor 
November, 1982 for Consumer Price Index
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EXHIBIT D —  US HYDROELECTRIC PLANT CONSTRUCTION
COST INDEXES
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ANNUAL CONTRIBUTION FUNDING 

WITH 'GO' AND PRIORITY REVENUE BONDS
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Mill Rate Cost 
Bart Thermal Option Price /

/

f  C°ST SAVINGS FROM SUSITNA INCREASING 
OVER WHOLE LIFE OF PROJECT

A ,

OPTION A 
OPTION C

OPTION B 

OPTION D

FINANCING
OPTION

TOTAL STATE 
APPROPRIATION 
(1984 - 1989)*

TOTAL PERCENTAGE 
OF AVAILABLE STATE 
FUNDS (1984-1989)*

A $ 1.4 bn 38 to 57 %

B $ 1.8 bn 50 to 75 %

C $ 1.4 bn Dedicated

D $ 1.8 bn Dedicated

* 1982 dol lars

94 9 2000 01 02 03 04 05 06 07 08 09. 2010 11 12

EXHIBIT E 
ENERGY GOST COMPARISON 

. WITH VARIOUS. FINANCING OPTIONS



FINANCIAL ANALYSES
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Option A —  $1.4 B i l l io n  Drawn From Uncomnltted State 
Funds Available For Capital Construction

Page 1 of 2

1985 1186 1987 1988 1989 1990 1991 1992 1993 1994

CASH FLOW SUMMARY
a --(♦MILLION!----

73 ENERGY GWH 0 0 0 0 0 0 — 0 ---------0- 3367 "'3387'
521 REAL PRICE-MILLS 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 50.93 61.60
466 INFLATION INDEX 122.62 179.9B 137.78 146.05 154.81 165.65 177.24 189.65 202.92 217.13
520 PRICE-NILLS 0.00 0.00 0.00 O'. 00 0.00 ” o;oo "0700' -----0700 10 3 7 34--- 133776

------INCOME---------------------

516 REVENUE 0.0 0.0 0.0 0.0 0.0 ~070 ..... "OVO' ----- 070' 35T • i— _ 43I7C---
170 LESS (IPERATINO COSTS 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 23.1 27.3

517 OPERATING INCOME 0.0 0.0 0.0 "0.0 0.0 ovo 0.0 ------ 070' 324.9 42377
214 ADD INTEREST EARNED ON FUNDS 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 5.3
550 LESS INTEREST ON SHORT TERM DEBT 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 20.6
- - 1 LESS INTEREST ON LONG TERM DEBT 0.0 0.0 0.0 0.0 0.0 0.0 07<T----  070' i7 T5973

54 8 NET wARNINOS FROM OPERS 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -114.7 -39.0

------CASH SOURCE AND USE-----

540 CASH INCOME FROH OPERS - 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 — 114 i 7 -59.0
446 STATE CONTRIBUTION 375.7 436.1 437.2 647.4 208.2 0.0 0.0 0.0 -- - Q . 0 —  - O.'O
143 LOHO TtRM DEBT DRAWDOWNS 0.0 0.0 0.0 0.0 632.6 1464.8 134.1 s6 957.8 411.1 102.0
240 WORCAP DEBT DRAWDOWNS 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 91.4 15.5

549 TOTAL SOURCES OF FUNDS 375.7 436.1 437.2 447.4 840.8 1464.8 1341.6 957.8

1 1 1
U 

1 
CD 
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1 

• 
1 

CD 
| 1

58.5

320 LESS CAPITAL EXPENDITURE 375.7 436.1 437.2 447.4 840.0 1464.8 1341.6 957.8 29674'' 25.7
440 LESS WORCAP AND FUNDS 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 91.4 15.5
260 LESS DEBT REPAYMENTS 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 17.3
395 LESS PAYMENT TO STATE 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 070 ' 0.0

141 CASH SURPLUS!DEFICIT) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
249 SHORT TERM DEBT 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 070 * 070
44* CASH RECOVERED 0.0 0.0 0.0 0.0 0.0 0.0 G.O 0.0 0.0 0.0

----- BALANCE SHEET............ ..

225 RESERVE AND CONT. FUND 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 52.6 57.4
371 OTHER WORKING CAPITAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 30.0 49.4
451 CASH SURPLUS RETAINED 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 — 070 ‘ ” 0.0
370 CUM. CAPITAL EXPENDITURE 375.7 811.8 1248.9 I6V6.3 21.37.1 4002.0 5343.5 6301.3 6597.7 6623.4

465 CAPITAL EMPLOYED 375.7 811.0 1248.9 1696.3 2537.1 4002.0 5343.5 6301.3 6689.1 6730.3
■ a i t a a a . i a

461 STATE CONTRIBUTION 375.7 811.8 1248.9 1696.3 IV04.5 1904.5 1904.5 1904.5 1904.5 1904.5

462 RETAINED EARN!.(OS 0.0 0.0 0.0 ' ‘ 0. 0 0.0 0.0' 0 i 6 ’ ”076 ~ n < 7 7  "~" 1 7 3 7 0
555 DE3T OUTSTANDI NO-SHORT TERM 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 91.4 106.8

554 DIBT OUT STANDI NO-LONG TERM 0.0 0.0 0.0 0.0 632.6 2097.4 3439.0 4396.0 4BQ7.9 4892.7

542 ANNUAL DEBT DRAUWDOWN *1902 0.0 0.0 a.o 0.0 408.6 884.3 756.9 505.0 202.6 47.0

543 CUM. DEBT DRAWWDOWN 11902 0.0 0.0 0.0 0.0 408.6 1292.9 2049.8 2554.9 2757.3 2004.5

519 DEBT SERVICE COVER 0.00 0.00 0.00 0 . 0 0 0 . 0 0 0 . 0 0 " 0 . 0 0 0.00 0774— ~  0.B4



DATA 1 O H S .01/ UATAHA (ON LINE 1993)- STATE FUNDS t o  1989 (*1.4 PN>- INFLATION 6Z.7X-1NTEREST 10Z-CAPC0ST *3.647 BN g-JAN-83

1995 1996 19 97 1998 1999 2000 2001 2002 2003 TOTAL

CASH Fl.OH SUMMARY
■ a■■(•MILLION) a.aa*

73 ENERGY OUH 3387 3387 3387 3387" ' 3387 *'“3367'-----3387"" “ 3307“ ---3387 ----37237---
521 REAL PRICE-MILLS 60.24 71 .94 67.56 63.34 59.44 53.81 57.45 49.36 46.51 0.00

466 INFLATION INDEX 232.33 248.59 265.99 284.61 304.53 325.85 348.66 373.07 399.18 0.00

520 PRICE-HILLS “ 139.96 "17B7B4 179.71 ’ 180778 — 181.02 "781787 — 1 8 2 . 8 7 - “ 184715 — 185764 0.-00

------INCOME--------------------- •

516 REVENUE 474.0 “60517 608.6 610 • 6 "61371 711579" 61973 623*7 62 o ♦ 7 3202.6 '

170 LESS OPERATING COSTS 29.8 32.6 35.6 38.8 42.3 46.2 50.4 55.1 60.1 443.3

517 OPERATIHO INCOME 44 4.2 573.1 3 7 3 a 5/1.8 37077' 53977" 538.9 36U.6 0 6 U . / 3 /oy.J
214 ADD INTEREST EARNED ON FUNDS 5.7 6.3 6.8 7.5 8.1 8.9 9.7 10.6 11.6 80.5

550 LESS INTEREST ON SHORT TERM DEBT 32.4 42.8 43.2 42.4 41.9 41.5 41.3 41.7 42.4 390.1

391 LESS INTEREST ON LONO TERM DEBT 467.6 465.7 463<~6 46173' "458.7 ~ 436.0 45219 ' 44V.3” 443.U 1 '5030;i 1

548 NET EARNINGS FROM OPERS -50.1 70.9 73.1 75.6 70.2 81.2 84.3 1)8.0 92.0 419.7

----- CASH SOU' CE AND I'SE-----

548 CASH INCOME FI OM OPERS • -50.1 70.9 73.1 75.6 78.2 81.2 84.5 88.0 92.0 419.7
446 STATE CONTRIBUTION 0.0 0.0 0.0 " 070 "0.0 ...  070 "0.0" ~ 070“ 0 ."0 1V0473 "
143 LONO TERM DEBT DRAUDOUNS 96.6 0.0 0.0 0.0 0.0 0.0 o^o. 0.0 0.0 5006.6

248 UORCAP DEBT DRAUDOUNS 7.7 24.6 10.5 11.2 10.2 9.9 13.5 14.4 15.3 224.2

549 TOTAL SOURCES OF FUNDS 54.3 95.5 83.6 86.8 88.4 91.1 98.0 102.4 107.3 7SS5.0

320 LESS CAPITAL EXPENDITURE 27.5 29.4 31.5 13.7 36". 1 ^B.'i 4173 4472- -- 4773 395370
448 LESS UORCAP AND FUNDS 7.7 24.6 10.5 11.2 10.2 9.9 13.5 14.4 15.3 224.2

260 LESS DEBT REPAYMENTS 19.0 22.1 24.3 26.8 29.4 32,4 33.6 39.2 43.1 289.2

395 LESS PAYMENT TO STATE 0.0 0.0 0.0 0.0 "0.0 0.0 ""070 - -070“ " “ "0.0"------ 070

141 CASH SURPLUS(DEFICIT) 0.0 19.3 17.3 15.1 12.8 10.2 7.6 4.7 1.6 88.6

249 SHORT TERM DEBT 0.0 0.0 0.0 0.0 0.0 0.0 .....0.0 0.0 — O'.O ----070'
444 CASl. RECOVERED 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

 BALANCE SHEET-
225 RESERVE AND CONT. FUND 62.7 68.4 74.7 01 .3 08.9 •>7. 1 103.9 115.6 126.2 126.2

371 OTHER U'.IHKINO CAPITAL 51.9 70.0 73,0 79.4 82.2 03.9 00.6 93.3 90.0 98.0

454 CASH OURPLUS RETAINED 0.0 19.3 36.6 31.7 64.5 74.7 82.3 87.0 88.6 88.6

370 CUM. CAPITAL EL END ITURE 6631.0 4480.4 4711.9 4743.4 4781.7 4820.3 *861.6 6905.7 6933.0 6953.0

......... .... <• M . ..... ... r.t.i.i. nib.i',k Nr...... ........ ......... ........ ........ ........

465 CAPITAL EMPLOYED 6765.5 6H30.9 61)90. 2 6950.2 7017.2 7076.0 7130.3 7201 .6 7265.0 7265;B
........ ........ ........ ......... ........ ........ ........ ........ ........ ........

461 STATE CONTRIBUTION 1904.5 1904.3 1V04.5 1904.3 1904.5 1904.5 1904.5 1904.5 1904.5 1904.5

462 RETAINCD EARNINOS -223.0 -152.9 -79.8 -4.2 74.0 155.2 239.7 ""327.7 “ 419.7" "419.7"
553 OEBT 0UTSTHNDING-8H0RT TERM 114.6 139.9 149.7 160.9 171.1 101.0 194.3 200.9 224.2 224.2

554 DEBT 0VT8TANDIN0-L0N0 TERM 4970.2 4940.1 4923.0 4097.0 4067.6 4033.2 4799.6 4760.5 4717.4 4717.4

542 ANNUAL DEBT DRAUUDOUN *1902 41.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 7046.0

543 CUM. DEBT DRAUUDOUN *1982 2046.0 2D46.0 2P46.0 2846.0 2846.0 2046.0 2046.0 2846.0 2846.0 2846.0

519 DEBT SERVICE COVER 0.06 1.10 1 .10 1.10 1.10 1.10 1.10 1 .10 ' r.’so “ " 0.00

Option A —  Page 2 of 2



DATA10H5 .Dll UATAHA_ (ON LIN? 1??3>- STATE FUNDS TP 198? ( H . 8  PH>- INFLATION 6X> 7X-INTEREST 10X-CAPCPST *3.647 BN 8-JAN-83

1985 1986 1987 1988 198? 1990 1991 ' ~ “1 ? ? 2 ~ ....1993* ----1994' -

CASH FlOU SUMMARY

73

321

466
320

ENEROY GUN 

REAL PRICE-HILLS 

INFLATION INDEX 
PRICE-HILLS

-— --INCOME------------ '-------
REVENUE

LESS OPERATINO COSTS

0

0.00

122762“'
0.00

0

0.00 

' 129.98 
0.00

a a a
0

0.00

137.78
0.00

(IMILLIOH] 
0

O.^O

'iT67oj
0.09

i a a a a
0

0.03

0

0.00

0

0.00

0

0.00

3307

30.93

3387

61.60

ir.4.ar
0.00

165.65
0.00

177.24
0.00

189.65
0.00

202.92
103.34

217.13
133.76

316

170

0.0
0.0

0.0
0.0

0.0
0_.»_

0.0
_o.o

0.0
0.0

0.0
0.0

0.0
0.0

0.0
0.0

350.0

25.1

433.0

27.3

517

214

OPERATING INCOME 

ADD INTEREST EARNED UN FUNDS 

LESS INTEREST ON SHORT'TERM DEBT 
LESS INTEREST ON LONO TERM DEBT

0.0
0.0
0.6
0.0

0.0
0.0

0.0
0.0

0.0
0.0

“070
0.0

0.0
0.0

0.0
0.0

0.0
0.0

0.0
0.0

324.9

0.0
425.7

3.3
550
391

0.0
0.0

0.0
0.0

0.6*
0.0

0.0
0.0

070
0.0

0 ,J> 
0.0

0.0
357.3

12.4
386.9

548 NET EARNINOS FROH PPERS 0.0 00 0.0 0.0 0.0 0.0 0.0 0.0 —J2 . J 31.6

548
446

143

---- CASH SOURCE AND USE----
CASH INCOME F P O M O P E R S '  " 
STATE CONTRIBUTION 

LONO TERM DEBT DRAUDOUNS 

UORCAP'DEBT DRAUDOUNS

' o.‘o
436.1

0.0
oTo

0.0
375.7

0.0

0.0
437.2

0.0

0.0
447.4

0.0

o;o
827.4

13.3

0.0
0.0

1402.9

0.0 
* 0.0 

1273.5

0.0 
0.0 

882.9

' ^ 3 2 7 J- 
0.0 

328.7

o!o
8.3

2 ‘.8 0.0 0.0 0.0 0.6 0.0 O'.O 0.0 91.4 13.3

54? TOTAL SOURCES OF fUNDS 375.7 436.1 437.2 447.4 840.8 1402.9 1273.5 B82.9 387.8 35.4

320

.48

LESS CAPITAL EXPENDITURE 

LESS UORCAP AND FUNDS

375.7

0.0

436.1

0.0

437.2

0.0

447.4

0.0

040.8

0.0

•402.9 

. 0.0
1273.3

0.0

882.9

0.0

296.4

91.4

23.7

15.3
260
393

LESS DEBT REPAYMENTS 
LESS PAYMENT TO STATE

0.0
0.0

0.0
0.0

0.0
0.0

0.0
0.0

0.0
0.0

0.0
0.0

0.0
0.0

0.0
0.0

0.0
0.0

14.3
0.0

141
24?

444

CASH SURPLUS!DEFICIT) 
SNORT TERM DEBT 

CASH RECOVERED

0.0
0.0

0.0

0.0
0.0
0.0

0.0
0.0
0.0

0.0
0.0
0.0

0.0
0.0
0.0

0.0
0.0
0.0

0.0
0.0
0.0

— 0.0 
0.0 
0.0

......... 0.0
0.0
0.0

.....— 0.0
0.0
0.0

225

371
454

370

465

461
462 

553 

354

--- BALANCE SHEET-------
RESERVE AND CONT. FUND 

OTHER UORKINO CAPITAL 
CASH SURPLUS RETAINED 

CUM. CAPITAL EXPENDITURE

CAPITAL EMPLOYED

STATE CONTRIBUTION 
RETAINED EARNINOS 

DEBT OUTSTANDING-SHORT TERM 

DEBT OUrSTANDING-LONO TERM

0.0
0.0
0.0

3/3.7
■ ■■■■r.ikB v

373.7
■ atti.irr..! a

373.7 
0.0 
0.0 
0.0

0.0 
0.0 
0.0 

Oil .8
ai>.aint r.

81 1 .9
U ..I.U .I.

011.8
0.0
0.0
0.0

0.0
0.0
0.0

1248.9
nnnaiiai' i

IP40.9
'Bi'B tllllBU «.

1 :48.V
A . 5‘
9 .0 
0.0

0.0 0.0 0.0 
0.0 0.0 0.0 
OtO 0.0 0.0

1696.3 2337.1 3940.0
aiaaaiia aa.aaaair.at anair.aaaa
1696.3 2537.1 3940.0

caauai.a n.riaaaa aaaaaaiiv
1696.3 2323.0 * 23237ft 

0.0 0.0 0.0 
0.0 0.0 0.0 
0.0 13.3 1416.3

0.0 0.0 
0.0 0.0 
0.0 0.0

5213.5 6096.4
aaaaaaua arraaaaa

3213.5 6096.4
ail.aiajaaiaaai a.r. aaaaaa

2523.6 2523 .'8 
0.0 0.0 
0.0 0.0

2689.7 ' 3572.6

52.6
38.8
0.0

6392.8
aaaattaaa

6484.1 
■■■«■■■■
" 2 3  2 3 78“  

-32.3 

91.4 

“ '390173“

57.4 

'49.4 "■ 
0.0 

6418.5
aaiaaraaV *“

6525.3
aaaiaiai.
"“ 2523TB “  

-0.7 

106.8 

" ‘389S74—

542 ANNUAL DEBT DRAUUDOUN *1982 0.0 0.0 0.0 0.0 0.6 846.9 710.5 463.3 162.0 3.8

543
31?

CUM. DEBT DRAUUDOUN 41982 
DEBT SERVICE COVER

0.0
0.00

0.0
0.00

0.0
0.00

0.0
0.00

8.6
0.00

855.5
0.00

1574.0
0.00

2039.5
9.00

2201.5 
0.91

“220374" 
1.04

Option B -- $1.8 B i l l io n  Drawn From Uncommitted State
Funds Available For Capital Construction

Page 1 of 2



«$»*»» ;  > l U U t t l t t t t t t t U H t M t M t U U t t l H U M I t l t l M I I M M t l H M U H t t t t t t U l t U t t t l M I U t t i l l H n M U I t l l l l l l l t *
DATA10M5.T ; LINE 1993)- STATE FUNDS TO 1989 ($1.8 BN)- INFLATION 4Z.71-INTEREST IQX-CAPCOST $3.447*8N B-JAN-83

1795 1994 1997 1998 1999 2000 2001 2002 2003 TOIa l  '

CASH FLOW SUMllART

73

521

ENEROY GUH 

REAL PRICE-MILLS

3387

40.24

3387

37.33

■•»(IHILLION) 
3387 3387 

54.00 50.74

a aa a

3387

47.74

3387

44.98

33B7

42.39

3337

40.03

3387

37.85

37237

0.00

444
520

INFLATION INDEX 
PRICE-MILLS

232.33
139.94

248.59
142.31

245.99
143.43

784.41
144.44

304.53
143.45

3 2 S .85 
144.31

348.44
147.81

373707"
149.34

399.18
151.08

0.00
0.00

514

170

------INCOME---------------------
REVENUE

LESS OPERATINO COSTS

474.0

29.8

482.4

32.4

484.4

35.4

489.3

38.8

492.2

42.3

492.3

44.2

500.4

50.4

503.8

55.1

311.7

40.1

5242.3

443.3

517

214

OPERATINO INCOHE

ADO INTEREST EARNED ON FUNDS

444.2

3.7

430.1

4.3

450.9 

4 > 8

450.5

7.5

450.2

8.1

430.1

8.9

450.1

9.7

450.7

10.4

431.2

11.2

4799.0

80.5

550 LESS INTEREST ON SHORT TERM DEBT 
371 LESS INTEREST ON LONO TERM DEBT

14.7
383.3

14.9
383.9

12.3
382.2

12.4 
380.3

12.9
378.2

1 7 . S' 
173.9

18 .3 
373.4

19.7
370.2

21.5
327.5

1(9.2
4141.5

348 NET EARNINOS FROM OPERS 49.7 37.6 5973 21.2 43.3 “ 25.2 40.2 71.0 ----- 7 4 7 1 54V.4

 CASH SOURCE AND USE—

548 CASH INCOME FROM OPERS 49.7 57.2 59.3 21.2 43.3 23.4 4 8,. 2 71.0 74.1 349.4

444 STATE CONTRIBUTION 0.0 0.0 0.0 0.0 0.0 0.0 » 0.0 0.0 0.0 2323.8

143 LONO TERh DEBT DRAUDOUNS 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 3909.7

248 UORCAP DEBT DRAUDdUNS....  ' 7.7 24.2 1 6 . 4 ir.j 1 0 . 1 9.9 ”  "12.5" 14 7 4 15.3 224.2

349 TCTAL SOURCES 0^ FUNDS 37.4 82.2 49.8 72.4 73.9 75.4 81.7 83.4 89.4 7227.0

320 LESS CAPITAL EXPENDITURE 27.5 29.4 31.5 53.7 34.1 3B.4 41.3 44.2 47.3 4748.0

448 LESS UORCAP AND FUNDS 7.7 24.2 10.5 11.2 10.2 9.9 13.5 14.4 1 5 13 224.2

240 LESS DEBT REPAYMENTS 13.7 17.4 19.2 21.1 23.2 25.5 "2871 3079”----- 34 . 1 ----22972”

395 LESS PAYMENT TO STATE 0.0 0.0 0.0 0.0 0.0 0.2 0.0 0.0 0.6 0.0

141 CASH SURPLUS(DEFICIT) 2.5 10.7 8.4 2.4 4.1 1.5 -1.1 - 4 . 0 ------- 577V -----2575"

249 SHORT TERM DEBT 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0 . 0 0.0 0.0

444 CASH RECOVERED 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0 . 0 0.0 0.0

------BALANCE SHEET------------

225 RESERVE AND CONT. FUND 22.7 48.4 74.7 81.5 88.9 97.1 105.9 115.4 174.2 124.2

371 OTHER UORKINO CAPITAL 51.9 70.8 75.0 79.4 82.2 83.9 88.4 93.3 ~9870" -----98 70

454 CASH SURPLUS RETAINED 2.5 17.2 25.0 32.2 32.3 37.8 34.7 32.4 25.5 25.5

370 CUM. CAPITAL EXPENDITURE 2442.0 4475.4 4504.9 4540.4 4574.7 4413.3 4454.4 4700.0 4748.0 <4748.0
a a a a a a a a a t a a a b a n a a . a a i . - B a a a t c i a a a a a a a a a a  i i  a i c n i u i v a u a a a a a a a a a a a a a a a a * • • a a a a a a

445 CAPITAL EMPLOYED 2327.0 2231.8 4482.4 4733.8 4784.1 4834.1 4807.8 4942.3 4997.0 4997.8

■■■■■■■■ a / r . a i i i < u  v I  i i a n a i . a u . a a a a a a a a ■ ■ i i B B i i i n • . a n a a a a a a  a  r.  a  a- a  a  r. •  a a a a a a a a a a a a a a a

441 STATE CONTRIBUTION 2523. B 2523.8 2523.8 2523.8 2523.8 2523,0 2523.0 252378 "” 252378" "25237B”

442 RETAINED EARNINOS 49.0 102.2 125.9 227.1 790.4 334.1 424.3 495.3 549.4 549.4

555 DEBT OUTSTAND I NO-SHORT TERM 114.2 139.2 149.7 140.P 171.1 181 .0 194.3 208.9 224.2 224.2

554 DEBT OUTSTANDINO-LONO TERM 3879.7 3822.2 3843.1 3822.0 3798.8 3 7 7 3 . 3 3745.2 3714.4 ■" saoyrc"" 34B87-4”

542 ANNUAL DEBT DRAUUDOUN $1982 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 2205.4

543 C U H . DEBT DRAUUDOUN $1982 2205.4 2205.4 2205.4 2203.4 2205.4 2205.4 2705.4 2203.4 2203.4 " 1 2 3 3 .4
519 DEBT SERVICE COVER 1 .00 1.10 1.10 1.10 1.10 1.10 1.10 1.10 1.10 0.00
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i n S l t t t l M i n l l M M t M t l l t t t t t t l t l t t r t t K t t t t M l t l t t l U M U I I U t U U t U l t K t t t M t t S t l t U M I t t U K t t t U I H U M M U l l l t t U t U I I I
DATA 1OHS . P i t  UATAHA (OH L I M E  1 9 9 3 > - » 1 . 6  BN STATE  FUNDS ( P E R  3 0 2  S I ; H ED >-  I HF I . AT  I ON  6 2 . 7 2 - I N T E R E S T  10 2 - C A P C 0 S T  * 3 . 6 * 6 7  B - J A N - 8 3  

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  * * * * * * * * * * * * * * * *  * * l * r t * S t * * * * * t * * * * t * * t S t * t S * I S ( t *  11 ( S t * t *  * * * * * * * * * * * * * * *  * ' * t * * t t * * " t t l * ~ * * t

1 9 8 5 1 9 8 6 1 9 8 7 1 9 8 8 1 9 8 9 " 1 9 9 0 " 1 9 9 1 1 9 9 2 1 9 9 3 1 9 9 6

CASH FLOU SUHHARY

73

5 2 1

6 6 6
5 2 0

ENEROY GUN 

REAL  F R I C E - N I L L 5  

I N F L A T I O N  I NDE X 
P R I C E - H I L L S

0
0 . 0 0

1 2 2 . 6 2
0 . 0 0

0
0 . 0 0

f 2 9 . 9 R
0 . 0 0

a
0

0 . 0 0
1 3 7 . 7 8

0 . 0 0

■■( fH I L l .  I P H ) “ " “ *
0  0  

0 . 0 0  0 . 0 0  
1 6 6 . 0 5  1 5 6 . 8 1  

0 . 0 0  0 . 0 0

0
0 . 0 0  

1 6 5 T 6 5  
0 . 0 0

0  0  
0 . 0 0  0 . 0 0  

T 7 7 7 2 6  1 8 9 7 4 5 '  
0 . 0 0  0 . 0 0

3 3 8 7

5 0 . 9 3

7027"9J
1 0 3 . 3 6

3 3 8 7  

6 1 . 6 0  

" 2 1 7 7 T 3  —  
1 3 3 . 7 6

5 1 6

1 7 0

————— 1HC0HC—————————————————
REVENUE

L ESS  OPE RA T I NG  COSTS

0 . 0

0 . 0
0 . 0

9 . 0

0 . 0

0 , 0

D . O

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

3 5 0 . 0

2 5 . 1

6 5 3 . 0

2 7 . 3

5 1 7

2 1 6

5 5 0
3 91

O P ER AT IN G INCOHE 

ADD I NT ER EST  EARNED ON FUNDS 

LESS  I NT E RE ST  ON S H O R T ' T E R H  DEBT 
L E S S  I NT E RE ST  ON LONG TERH DEBT

0 . 0  

0 . 0  

‘ 0 . 0  
0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

3 2 6 . 9

0 . 0

6 2 5 . 7

5 . 3
0 . 0
0 . 0

0 . 0
0 . 0

0 . 0
0 . 0

0 . 0
0 . 0

OTO
0 . 0

OTO'
0 . 0

’070"
0 . 0 6 2 6 ) 9

-------1 9 7 1 -----
6 5 6 . 6

5 6 0 NET E AR N I NG S FR l l H OPERS 0 . 0 0 . 0 0 . 0 0 . 0 0 , 0 ' OTf f 0 . 0 0 . 0 - T OO • 0 -"6278

5 6 8
6 6 6

1 63

-------CASH SOURCE AND U S E ------

CASH INCOHE FROH OPERS 
STATE C O NT R IB UT IO N  

LONG TERH DEBT DRAUDOUNS1 Ifl C> f* A Ca f 1 r* r« T Tit. A II r . ni l i l P

0 . 0  
8 0 6 .  P 

0 . 0

0 . 0
6 1 3 . 3

0 . 0

0 . 0
6 7 5 . 3

0 . 0

0 . 0  
1 1 5 . 6  

0 . 0

"“0 . 0
0 . 0

5 2 1 . 8

0 70 
0 . 0

1 6 5 3 . 8

0 7 0 '
•0 . 6

1 3 2 9 . 6

0771*

0 T 0 “
0 . 0

9 6 6 . 6

” - 1 0 0 7 0 " '  
0 . 0  

3 9 6 . 6

- 6 2 7 8
0 . 0

8 5 . 3
2 6 0 U U K L A r  DEBT DRAUDOUNS 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 ' 0 7 0 ' ' ......OTO" 9 I T 6  ” . 1 5 7 5  "

5 6 . ' TOTAL SOURCES OF FUNDS 
. 8 0 6 . B 6 1 3 . 3 6 7 5 . 3 1 1 5 . 6 5 2 1 . 8 1 6 5 3 . 8 1 3 2 9 . 6 9 6 6 . 6 3 0 7 . 8 5 7 . 9

3 2 0

6 6 8

2 6 0
3 9 5

LESS  C A P IT A L  E X P E N D I T U R E  

LESS  UORCAP AND FUNDS 

LESS  D E B ( REPAYMENTS 
LESS PAYHENT TO STATE

3 7 3 . 3

0 . 0

0 . 0
0 . 0

3 9 0 . 3

0 . 0

0 . 0
0 . 0

3 8 9 . 2

0 . 0

0 . 0
0 . 0

3 9 0 . 9

0 . 0

0 . 0
0 . 0

8 1 1 . 8

G . O

0 . 0
0 . 0

1 6 3 3 . 8

0 . 0

0 . 0
0 . 0

1 3 2 9 . 6

0 . 0

0 . 0
0 . 0

9 6 6 . 6

0 . 0

0 . 0
C . O

2 9 6 . 6

9 1 . 6

0 7 0
0 . 0

2 5 . 7  

1 5 . 5
1 6 . 8  

0 . 0

161
2 6 9

6 66

CASH S U R P L U S ! D E F I C I T )  
SHORT TERH DEBT 

CASH RECOVERED

6 3 3 . 5
0 . 0

0 . 0

2 2 . 8
0 . 0

0 . 0

8 6 . 1
0 . 0

0 . 0

- 2 7 5 . 5
0 . 0

0 . 0

- 2 9 0 . 0
0 . 0

0 . 0

0 . 0
0 . 0

0 . 0

0 . 0
0 . 0

0 . 0

0 . 0
0 . 0

0 . 0

0 . 0
0 . 0

0 . 0

0 . 0
0 . 0

0 . 0

2 2 5

371
6 5 6

3 7 0

6 6 5

661
6 6 2

5 5 5

5 5 1

-----------BALANCE S H E E T ------------------------
RESERVE  AND CONT .  FUND 

OTHER UORK I HG C A P I T A L  
CASH SURPLUS R E T A I N E D  

C U H .  C A P I T AL  E XP E N D I T U R E

C A P I T A L  CHPLOYED

STATE C O NT R IB UT IO N  
R E T A I N E D  E ARN I NGS  

DEBT OUTSTAND I NG-SHORT TERH 

DEBT OUTSTAND I NG-LONG TERH

0 . 0

0 . 0
6 5 6 . 6

3 7 3 . 3
a a a a a a a a

8 2 9 . 9
« a a a. a a a a

8 0 6 . 8
2 3 . 1

0 . 0

0 . 0

0 . 0

0 . 0
6 7 9 . 6

7 6 3 . 0
a a r a i i n  a

1 2 6 3 . 2
a «i> a a « i. a 

1 2 2 0 . 1  
2 3 . 1  

0 . 0  

0 . 0

0 . 0

0 . 0
5 6 5 . 5  

1 1 5 3 . 0
1 i i i i a a i

1 7 1 0 . 5
r r a a a a a a

1 6 9 5 . 6  
2 3 . 1

0 . 0

0 . 0

0 . 0

0 . 0
2 9 0 . 0

1 5 6 3 . 9
a a a a a a a a

1 8 3 3 . 9
a a a a a a i a

i f i i o . e
2 3 . 1

0 . 0
0 . 0

0 .  A 

0 . 0  
0 . 0

2 3 5 5 . 7
■ f i i a a u n i  i

2 3 5 5 . 7
r i  n . a n a a  a

1 0 1 0 . 8  
2 3 . 1

0 . 0

5 2 1 . 8

0 . 0  0 . 0  

0 . 0  0 . 0  
0 . 0  0 . 0

3 8 0 9 . 6  5 1 3 8 . 8
n a v i  n  it a.h a a a a a a

3 8 0 9 . 6  5 1 3 8 . 8  
*•■■■•■ . . . . . . . .

1 8 1 0 . 0  1 8 1 0 . 8  
2 3 . 1  2 3 . .  

0 . 0  0 . 0  
1 9 7 5 . 5  3 3 0 6 . 9

0 . 0

0 . 0
0 . 0

6 0 8 3 . 2
a a a a a a a a

6 0 8 3 . 2
j a a a a a a a

1 8 1 0 . 8
2 3 . 1

0 . 0
6 2 6 9 . 3

5 2 . 6  

3 8 . 8
0 . 0

6 3 7 9 . 6
a a a a a a a a  i

6 6 7 1 . 0  
■■■■■■■■ ■

1 8 1 0 . 0  

- 7 6 . 9

9 1 . 6

6 6 6 5 . 7

5 7 . 6

6 9 . 6  
0 . 0

6 1 0 5 . 3
a a a a a  aa

6 5 1 2 . 1
a a a a a a a

1 0 1 0 . 0
- 1 1 9 . 7  

1 0 6 . b

6 7 1 6 . 2

5 6 2

5 6 3  
5 1 9

ANNUAL DEBT DRAUUDOUN * 1 9 8 7  

CUH.  DEBT DRAUUDOUN I 1 9 B 7  
DEBT SE R V I CE  COVER

0 . 0

0 . 0
. 0 0

0 . 0

0 . 0
0 . 0 0

0 . 0
0 . 0

0 . 0 0
0 . 0
0 . 0

0 . 0 0
3 3 7 . 0
3 3 7 . 0  

0 . 0 0
8 7 7 . 6

1 2 1 6 . 6
0 . 0 0

7 5 0 . 0

1 9 6 6 . 7
0 . 0 0

6 9 8 . 0

2 6 6 2 . 6
0 . 0 0

1 9 5 . 7
2 6 5 8 . 0

0 . 7 6

3 9 . 3

2 6 9 7 . 2
0 . 0 7

Option C —  $1.4 B i l l io n  Dedicated From
Permanent Fund Income
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I I I M I t M l l M t l l t l l l H S ' i V l l t U l t M t t t t l l l K M t U t t S l l t M I I M I U t l t U t H U I M t t l M l U I U t J I t l l M U M M U i l l M U t M t t t t l l U I I M I

aATAlMHS.Dll UATANA (01. L U F  1?93)-<1 .4 BN STATE FUNDS (PFR 307 Sf.HED)- INFLATION 6X i 72-1 NT FRKST 101- CAPCOST < 3 * 6 < 7 B-JAN-03
l l t l l t l l t n i l t l l U U t V l U l t t M t t M t l l M l i t M l t t t l l l t l U l t l l t M t h t l f t l l l l l t l t U l t n t l X U U I t t H M U U M I U l l l t l l t l t U M I U U t I

1995 1996 1997 19 98 1999 2000 2(01 2002 2003 TOTAL-

CASH FLOW SUMMARY

»»*<1MILLION)»«**
. — “ ~

73 ENERGY GUM 3307 3387 3387 3387 3387 3387 3387 3387 3387 37257

521 REAL PRICE-MILLS 60.24 69.32 65.13 61 .09 57.33 53.87 50.65 47.69 44.96 0.00

466 INFLATION INDEX 232.33 748.59 263.99 784.61 304.33 323.817 348 .66' 373707' 399718“ -----0780---

520 PRICE-MILLS 139.96 172.33 173.25 173.87 174.65 173.55 176.60 177.92 179.44 0.00

1

----- INCOME---------------------
516 REVENUE 474.0 583.7 506.7 5F.B.9 591.5 594.5 590.1 602.6 607.8 6030.7

170 LESS OPERATING COSTS 29.0 32.6 35.6 38.8 42.3 46.2 50.4 55.1 60.1 443.3

517 OPERATING INCOME 444.2 551 .1 351.2 350.1 349.2 548.3 547.6 547.5 547.7 5587.4

214 ADD INTEREST EARNED ON FUNDS 5.7 6.3 6.8 7.3 8.1 8.9 9.7 10.6 11.6 80.5

550 LESS INTEREST ON SHORT TffcH fiF.BT 29.2 37.8 38.4 3778 3774 3775“ --- 3772“ 3777" ---- 33.7 350.5
391 LESS INTEREST ON LONG TERH DFBT 432.9 451.0 449.0 446.8 444 .3 441.6 438.7 435.4 431.8 4871.0

548 NET EARNINGS FROM OPERS -32’.2 ~ '68.5 —  70."4 — "73.*” 7374 78.4 8173“ 8570“ BB.B 146.4

----- CASH SOURCE AND USE-----

548 CASH INCOME FROM OPERS -32.2 jO. 5 70.6 73.0~" 75.6 —  7874"“ 81.5 85.0 0878" 44474

446 STATE CONTRIBUTION 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1810.8

143 LONG TERM DEBT PRAUDOUNS 70.2 0.0 0.0 0.0 0.0 0.0 "o.o 0.0 0.0 4809.1

248 UORCAP DEBT DRAUDOUNS 7.7 24.6 10.5 11.2 10.2 " 9.9 13.5 ----- 147T" 1373“ 2247? •

549 TOTAL SOURCES OF FUNDS 53.7 93.1 01.1 84.2 85.7 00.3 95.0 99.4 104.1 7290.5

320 LESS CAPITAL EXPENDITURE 27.3 29.4 31.5 33.7 36.1 38.6 41.3 44.2 47.3 6734.9

448 LESS UORCAP AND FUNDS 7.7 24.6 10.5 11.2 10.2 9.9 13.5 14.4 15.3 224.2

260 LESS DEPT REPAYMENTS 18.4 21.3 23.4 25.7 28.3 31.1 31.3 27.7 41.4 270.4

395 LESS PAYMENT TO STATE 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

141 CASH SURF'LUSt DEFICIT) 0.0 17.8 15.7 13.5 11.2 8.7 6.0 3.1 0.0 53.0

249 SHORT TERM DEBT 0.0 0.0 0.0 0.0 0.0 0. J 0.0 0.0 0.0 0.0

444 CASH RECOVERED 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

..... BALANCE SHEET..........—

225 RESERVE AND CONT. FUND 62.7 6P.4 74.7 81.3 08.9 97.1 103.9 115.6 126.2 126.2

371 OTHER UnRKI NO CAPITAL 31 .9 70.8 73.0 79.4 02.2 83.7 011.6 93.3 98.0 '" 90.0

454 CASH SURPLUS RETAINED 0.0 17.0 33.5 47.1 50.3 67.0 73.0 76.1 76.1 76. 1

370 CUM. CAPITAL EXPENDITURE 6432.8 6467.3 6493.0 6327.5 6563.5 6602.1 i)6 43 . 4 6687.6 6734.9 6734.9

a a a a a a a a  kiiiiab* a k a a a a a a (•••»■< li KBIIt.l « • ?•«>■•«.■ J... , M. . a  a  a  a  a  a  a j c a a a a a a a w a a a a a a a

465 CAFI1AL EMPLOYED 6347.4 6619.2 6677.0 6735.5 6792.9 6830.1 6910.9 6972.6 7035.2 7035.2

a  + * a 4UHII .* < I ■ i  a  • a  4 <4 ■ t JltlM, i l l  .# ..iiiii ivtlawmiii ia  a  a  a a a  a a a a a a a a a a a a a a a a a a a a a a a a a

461 STATE CONTRIBUTION 1010.0 18)0.0 1810.0 1810.0 1810.8 1810.8 1810.8 lnio.o i b *o ;o 1810.0

462 RETAINED EARNINGS -151.9 -03.4 -12,7 60.2 135.8 214.2 295.0 380.7 467.5 469.5

555 DEBT 0U1STANDINO-SHORT TERM 114.6 139.2 149.7 160.9 171.1 181 .0 194.5 208.9 224.2 224.2

554 DEBT OUTSTANDING-LONO TERM 4*73.9 1/32.6 1729.3 4703.5 4473.2 4644.1 4609.8 4572.1 4530'. 2 4330.2

342 ANNUAL DEBT DRAUUDOUN <1902 33.6 0.0 o'.o 0.0 0.0 0.0 0.0 0.0 0.0 2730.9

543 CUM. DEBT DRAUUDOUN <1902 2730.9 2730.9 2730.9 2730.9 2730.9 27T0.9 2730.9 2730.9 2730.9 3 W T

519 DEBT SERVICE COVER 0.09 1.10 1 .10 f . 10 1 . ’.0 1 .10 1 .10 1.10 1.10 0.00

•• Option C —  Page 2 of 2 BSI



M U I I I I I U M I I M I I M H t l l U t U M t l t K U a t l U H I I M U I U U t t t t t t M l t M U U t t U l t U t M t t l t U M I I t K M U I U U t l i n M I I M I I t t t t U

DATA10H3.D11 UATANA (ON LINE 1993>-»1.B AN STATE FUNDS (PER 30X SCHED)- INFLATION 6X.7 (-INTEREST IOX-CAPCOST »3«647 8-JAN-B3

1985 1984 1987 1988 19B9 1990 1991 1992 “ “T993 “ 7994

CASH- FLOIt SUHHARY
■ ■■(•HILL ION) m am a •— -  —  — — --------------- - . . .

73 ENERGY CUH 0 0 0 0 0 0 0 0 3387 33B7

521 REAL PRICE-HILLS 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 30.93 41.40

444 INFLATION INDEX 122.42 129.9B 137.78 144.03 IS- ,81 “145.45 T77724 1897“45 “'“702792 217.T3

520 PRICE-HILLS 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 103.34 133.74

------INCOHE---------------------
514 REVENUE 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 350.0 453.0

170 LESS OPERATINO COSTS 0.0 0.0 0.0 0.0 O.A 0.0 0.0 0.0 23.1 27.3

517 OPERATINO IHCOHE 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 324.9 425.7

214 ADD INTEREST EARNED ON FUNDS 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 5.3

350 LESS INTEREST ON SHORT TERH DEBT 0.0 0.0 0.0 0.0 0.0 0.0 ““ 0.0 0.0 ■- • OTO ' 10.7

391 LESS INTEREST ON LONO TERH DEPT 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 340.2 349.8

S4B NET EARNINOS FROK OPERS "0.0 0.0 0.0“ ..... 070 070““ “OTO (  .Cr o'.o " -15.2 3074“

 CASH SOURCE AND US E----

540
444

143

248

CASH IHCOHE FROH OPERS 
STATE CONTRIBUTION 

LONO TERH DEBT DRAUDOUNS 

UORCAP DEBT DRAUDOUNS

O 
CD 

O 
O

0
^
0

0
oCD

0.0
413.3

0.0
0.0

0.0
475.3

0.0
0.0

0.0
532.1

0.0
0.0

0.0
154.4

0.0
0.6

070"
0.0

1273.1

0.0

0.0 
, 0,0 

1259.J 

0."

-  870—  

0.0 
<67.3

" o : < r

“-T572----
0.0 

311.6 

“ 91T4----

” 5074“ 
0.0 
0.0 

— 157S"

349 TOTAL SOURCES OF FUNDS 804.8 413.3 473.3 532.1 154.4 1275.1 1259.3 847.3 387.8 65.9

320 LESS CAPITAL EXPENDITURE 373.3 370.3 3H9.2 390.9 748.1 1390.1 1239.3 847.3 296.4 25.7

440 LESS UORCAP AND FUNDS 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 91.4 15.5

240 LESS DEBT REPAYHENTO 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0 0 0.0 13.6

395 LESS PAYHENT TO STATE 0.0 0.0 0.0 0.0 0.0 0.0 0.0 O.A 0.0 0.0

141 CASH SURPLUS!DEFICIT) 433.3 22.8 04.1 141 .2 -411.7 -113.0 0.0 O.ti o .o— “ 11.1

249 SHORT TERH DEBT 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0 . 3 0.0 0.0
444 CASH RECOVERED 0.0 0.0 0.0 0.0 O.C 0.0 0.0 0.0 0.0 0.0

 BALANCE SHEET

225 RESERVE AND C O HT. FUND 0.0 0.0 0.0 0.0 0.'< 0.0 0.0 0.0 52.6 57.4

371 OTHER UORKI HE. CAPITAL 0.0 0.0 0.0 0.0 5.0 0.0 OlO 0.0 30. 8 49.4

434 CASH SURPLUS RETA. ’D 456.6 479. 4 565.5 726.7 115.0 0.0 0.0 0.0 0.0 11.1

370 CUH. CAPITAL EXPENDITURF 373.3 743.8 1153.0 1543.9 2317.0 3702.1 4V.M.4 5828.8 6125.2 6150.9

■ ■((■U.lil.l .la UJMI.I aunau' i  i t a , i .  aa  ,*., >a i a . aa a aaaaa a  a  . a a a a a a a a a a a a a i . a i . i a a a a a a a a a

465 CAPITAL EHPl.OYED 029.9 1243.2 1718.3 2270.4 2427.0 3702.1 4961.4 5R28.B 6216.3 6260.0

a a a a a a a a a a l . a a a a a a b t . A b . a a i > a a , . a .  a a . . a a a a a a a a r a a a i n am a a a  a  a . , . a r  a a  a a  a a a a a a a a a a a a a a a a a

461 STATE CONTRIBUTION 006.B 1220.1 1495.4 2247.5 7403.9 2403.V 2403.9 2403.9 240379“ 2403.p

442 RETAINED EARNINOS 21.1 23.1 23.1 23.1 23.1 23.) 23.1 23.1 7.9 5 8 . 3

355 DEBT OUTSTANDING-SHORT TERH 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 91.4 106.8

554 DEBT OUTSTANDINO-LONO TERH 0.0 0.0 0.0 0.0 0.0 1275.1 2334.4 3401.8 371374 3699.7

54? ANNUAL DEBT DRAUUDOUN »19R2 0.0 0.0 ‘ 0.0 0.0 0.0 769.7 710.5 457.3 1 5 3 . 6 .  0.0

343 CUH. DEBT DRAUUDOUN M 9 R 2 0.0 0.0 0.0 0.0 0.0 749.7 1400.3 1937.6 209172“ 2091.2

519 DEBT SERVICE COVCR 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.96 1.10

Option D -- $1.8 B i l l i o n  Dedicated From
Permanent Fund Income IM P
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DATA10H5.D11 UATANA (ON LINE 1 9 9 3 1 - U . B  BN STATE FUNDS (PER 302 SCHED)- IHFl.ATION 6X.7X-INTEREST IOX-CAPCOST 13.647 8-JAN-03

1995 1996 1997 1998 1999 2000 2001 2002 2003 TOTAL

73

521

466
520

ENERGY GUH 

LEAL PRICE-HILLS 

INFLATION INDEX 
PRICE-HILLS

3387 

38.08 

232.33 
131.94

3307

34.51

248.59

133.52

CASH FLOU SUHHARV 
«**(IMILLIOH)««•■ 

3387 3307 3387 

51.39 48.34 45.32 

265.99 204.61 304.53 
136.49 137.57 118.61

3387

42.89

325.05
139.77

3387 

40. 16 

348766 
141,OR

3387

38.24

373.07
142.66

3307

36.19

399718'
144.46

37257 

0.00 

“  "O.'OO 
0.00

516

170

------INCOHE------------ --------
REVENUE

LESS OPERATING COSTS

457.0

29.8

459.0

32.6

462.9

35.6

465.9

30.8

469.5

42.3

473.4

46.2

477.8

50.4

483.2

55.1

489.2

60.1

5040.9

443.3

517

214

550
391

OPERATING IHCOHE 

ADD INTEREST EARNED ON FUNDS 

LESS INTEREST ON SHORT TERH DEBT 
LESS INTEREST OH LONO TERH DEBT

427.2

5.7

11.1
368.5

476.4

4.3
10.8

367.5

127.4

6.8

12.4
365.3

427.1

7.5

12.7
363.5

427. 1 

0.1 

13.4 

361 .5

427.1

8.9

14.1
359.3

427.4

9.7

15.2
356.9

428.1 

10.6

“  “ 14.8
354.2

429.2 

11.6

... 1078'
351.3

4597.5 

80.5 

13577 *•' 
3957.3

NET EARNINGS FROh OPERS 56.6

COo

53.4 34.9 50.4 60.4 62.6 65.0 6777 70.6 50479 ""

----- CASH SOURCE AND USE-----
58.4
0.0

0.0

6 2 .iT
0.0

0.0

540
446

143

CASH INCOHE FROH OPERS 
STATE CONTRIBUTION 

LONG TERH DEBT DRAUDOUNS

5J.4
0.0

0.0

54.9
0.0

0.0

56.6
0.0

0.0

60.4
0.0

0.0

65.0
0.0

0.0

• 7 
0.0 

0.0

yo.4
0.0

0.0

504.9 " 
2403.9 

3713.4

240 UORCAP DEBT DRAUDOUNS 7.7 2*. • 6 10.5 11.2 10.2 9.9 13. 5 IT74” 1573 - '22472'

549 TOTAL SOURCES OF FUNDS 61.1 79.6 67.1 69.6 70.6 72.5 70.5 82.1 86.0 6926.3

320

440

260
395

LESS CAPITAL EXPENDITURE 

LESS UORCAP AND FUNDS 

LESS DEBT REPAYHENTS 
LESS PAYMENT TO STATE

27.5

7.7

15.0
0.0

29.4

24.6

16.6 
0.0

31.5

10.5 

10.2
0.0

33.7

11.2
20.0

36.1

10.2 

22.1
0.0

38.6

9.9

24.3
0.0

41.3

13.5
26.7
0.0

44.2 

14.4

29.3 
0.0

47.3

15.3
32.3 
0.0

6400.4

224.2
*210.1

0.0

141
249

441

CASH SURPL US(DEFI ClT > 
SHORT TERH DEBT 

CASH RECOVERED

10.8
0.0

0.0

8.9
0.0

0.0

6.9
0.0

0.0

4.6
0.0

0.0

2.3
0.0

0.0

-0.2
0.0

0.0

-2.9
0.0

0.0

-5.8
0.0

0.0

-8.9
0.0

0.0

3.6
0.0

0.0

225

I'M
454

370

------BALANCE SHEET------------

RESERVE AND CONT. FUND 

OTHER WORKING CAPITAL 
CASH SURPLUS RETAINED 

CUH. CAPITAL EXPENDITURE

62.7 

51 .9 
21 .9 

6170.4

60.4

70.0
30.0 

6207.0

74.7 

75.0
37.7 

6239.3

01.5 

79.4 
42.3 

6273.0

00.9 

02.2 
44.6 

6309.1

97.1

03.9
44.4

6347,7

105.9

00.6
41.4

6309.0

115.6

93.3
35.6

6433.2

•26.2

iJ.o
26.7

6480.4

126.2

90.0
26.7

6480.4

4g..

461
462 

555 
554

CAPITAL EMPLOYED

STATE CONTRIBUTION 
RETAINED EARNINGS 

DEBT OUTSTANDING-SHORT TFRH 

DEBT OU STANDING-LONG TERH

6314.9
■ ■ I I BU. Jl i  4

2403.9 
111.7 

114.6

3604.7

6377.0
J  I K .  . i l l l l l

2403.9 
164 6 

139.2 

3660.2

6426.7
U i l U f l . i t l J

2403.9 
223.2 

149.7

3649.9

6476.3 6524.0
. U I . B . I . I I .  .*1^1111 ■

2403.9 2403.9 
2H1.6 312.0 

160.9 171.1

3629.9 3607.0

6573.1
U  ■ 11.. m ■ |  M

2403.9 
404 .6

101.0 

3503.6

6624.9
u«> a  a a  c a a

2 4 0 i . 9 
469.6 

194.5

3556.9

6677.6
a B B B B B B a

2403.9
537.3

208.9

3527.6

6731.3
B a a a a a a B

2403'.#'
608.0

224.2

" 3 1 9 5 . 3

6731.3
B B B a a a a a

2403.9
600.0

224.2

3495.3

542

543 
5 1 9

ANNUAL DEBT DRAUUDOUN 11902 

CUH. DEBT DRAUUDOUN 1190? 
DEB1 SERVICE COVER

0.3 

2091.2 
1.10

0.0 

2091.2 
1.10

0.0 

2091.2 
1.10

0.0

2071.2 
i.:

0.0 

2(191 .7 
1.10

0.0 

2091.2 
1 . 10

0.0 

2091.2 
1 .10

0.0

2 0 W . 2
1.10

0.0 

209172* 
1.10

2091.2

'2091 .2" 
o ;oo
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By ANN CONY

: d a m  R r p j e p t  $
needed, solely through bond

usiness reDortecrtJLl'C/'' financ l^>7 .:r--;':lky>v-'-A -*:-v. .
* . * Tail. •. . ; u u v / u ^ u  u

Dally News business reportee>^^i; • flnand^^vV-  ̂ H '^ .- r ^ ’.*
,frk7/ _*274I*'5 ~:j!»V/ *. Consultants have estimated *

: Commerce is launching a b a l - .* . that constnrction o£ the 10 2 0 - 
l o t  In it ia t iv e  d r iv e  a n d 'aV . mef * ? aA - S *  *
$250,000 advertising campaign-.. ° ° st- ?,3'6 blJ “ ? n £?d tha  ̂ co° ' • 
aimed at'"w inning’statewide-' ^niction of the 600-megawatt 
voter' approval ' for construe-*; Devil Canyoja dam w ill cost
A t.   # it -1*  •* *.«.!* . —  •

£

«» *$£15S£is£-; 5 5 .oro iect ^  •• Penney' s a id ' t h e ' chamber
The ba llo t initiaAVy V o u ld ?  !have voters approve o r 'reject^ Susitna advertising campaign  

a  financing sch em e^ fo r''th e ,. , ? W j ? us.m “ ? “ d .lnd^slry  controversial two-dam  S u s it - .  •
' \ S  A ,i.-? '

sources.
na R iver "project th a t ’ Is“ d £ £ ' ‘ 7 *  3 ™ ,
signed to p rov ide - 'electrically. %  j ° r T'r.n hprinpow er to the R a i l b e l t ^ ^ o -  .Pub lic education effort begin- 

"W hat the chamber’ 'w ill nmg next year -  probab ly in 
■floromnlish Is to  -a c t '' as a '- February — so the pub lic can 
c S a ly r t  to &  that consTruo , ■ understand b o th .s id es  o f the
tion  is actually started ih - t , *ssn e ... be said . L-innatfm  :9 M /V  "said * B ob - P e n n e y ^ /  . A  K ick-off fo r  the campaign
chairm an of the ch am b e r^ -?  a^.YaJty ”  inM c and dnn' energy"com m itte e / ''N o .m o re  .. ^ U b  t^ ev is ion  spotsi an?_dou-

I

studies: L e t ’s po'ur'somfe con- V, blb-page newspaper advertise- r _ 6_ . . .  '••• ments scheduled fo r Jan. 2-15.
The chamber w m a o n d u K ; - - . ^  g ^ berf f  rb£dy ba? petition  drive i f  the le g is la - . ; ,raised ^25,000 fo r the p ilo t

ture fails to  adopt a b ill that . ™ ! h  eq“ P3 dtin| l io “would autom atically put Sus-» - *rom tbe h item ation .il B rotb - 
i l r a  on the statewide general
election ba llo t in November, 
be said . .  ../ ‘• {V ^ .'-v  ...

Dave Rose and E ric Wohil-j 
forth  are; drafting a Suritna": 
b ill, that Sen. President J a L - 
m ar K erttu la  has 'agreed to*, 
sponsor in the legislative ses-- 
sion that begins next month, 
according to Penney. Rose is a .' 
member o f the chamber ener­
gy' coin 
d irector

erhood of E lectrical Workers 
and ’ the Associated General 
Contractors o f  .A laska , Pen-, 
ney said ..* '.'t . •
... Cartoonist Jerry F lu has '< 
created a beaver dubbed Su£- 

.itna .Sam  to serve as the lead 
^mascot in a cast o f animated 
'cartoon characters. .v - ',Y " f 

Acres American," the' con­
sulting firm  th a t has analyzed 
the proposed p ro ject most re -.,.

o M h e ^ r S ^ . : ' '  ’>•* 5»ld l’-=n en t' Fund. • W ohlforth is - 6;' ; D£* ds to. m a^ e 'p r iv a te  a tto rn ey  and s la te :--' .of. at ^ast^ $2.3 b illion ,, 
bond c o u n s e L r ^ - : «  Januar7  ^ .  .d o lla rs ,. toLiuiiu LAiuxu'd-* * a s su re  H is t ' e le c t r ic i t y  gcD fir- ,
• “ The problem  w ith  S u s itn a ,w ated the\-am s w ill not' cost' . • ts that because o f the cost, it s ;.----------------- ;--------”  11 “hard  to get the legislature to

qV&ST'

consumers more than allem a-'
b ite  into'spending such a mas-' . - ^ ve' P0 ^ " 5.0^ -  Prior to ‘-' sive amount o f m oney,’ ’ Pen-' the year .2006.* v t  
.hey said.. "So we decided 
bring the issue o f constructing'
Susitna- ' — ’ including the•• _  ;nancm g .f-" 16 a . vote o f t h e > -  f b i l e  Susitna ' supporters : . 
pTOple.!’* ^ ;* r^ .;.\ .i .y ; •••<•; 1 •: i  .claim  the p ro je c t 'is the b es t’ -: *‘ .. investm ent th e  s la te  could'* i - ' • -° ?i  t i f  t • ' '

digest the cost o f Susitna over tTal b o o n ^ l ?  ’ ' '  ®
12 to  20 years, he s a i d ; * ^ - . -  •IV * • /*-*-• c . - The cntics po in t to  'Acres’V:-, --V o te rs  w ould be  asked Vo conclusion 4‘v,“ f w«<aVii' i--  --------     that Watana dam
approve or 're ject a plan'fcall-.^- by  itself ̂ would 'hot b e  .the j r . . ! - I  
ing fo r direct state appropria*. \  .most econom ica l *sourc' " o f '■ 
tions o f $200 m illion per year power and, in light o f failing 
for the n e x t . 12 - ' - a i - * :  —
additional funds 
construction
Watana dam to 'be raised frotn"^.' demand 
state bond sales. The in i t i a l*  construction o f the D ev il'C an -V  
tive w ould propose that the"’ yon dam >h<V f- ! '
second -phase Devil;.C inyom*.-,'. Penney ex p re ssed , con fi 7 

. cam  be funded in 10 yearsV.or. dence Friday that a —

justify^ .

m a jo r ity » ; '• 
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may focus future debate
i ' . - .. ; ■ >» ■■

By ANN CONY • .. construction of the controversial dam ‘ 4
Daily News business reporter . project backers say would carry the

The Anchorage Chamber ̂ of Com - Railbelt in to the 21st century w ith 
merce m ay unveil as soon as n ex t,.- .‘"cheap”  e l e c t r i c i t y . ' v . • ' ■ i  -
week the draft o f a leg islative bill-.' ' According to B ob  Penney, chairman 
aimed at setting aside state funds for of the energy committee, the chamber 
construction of the Susitna hydroelec- wants to see the legislature appropri-
tric project,.Meanwhile, critics th l i  week threw - 
out arguments likely  to shape debate 
on the issue in the coming months.

The chamber energy comm ittee an­
nounced last F riday that it would 
pursue a statew ide ba llo t in itiative  
that would ask voters to authorize

ate $200 m illion  annually, for 12 years 
for Susitna construction. That $2.4 
billion w ou ld  be supplemented liber­
ally by bond sales to bu ild the first 
dam, and construction o f the second 
dam w ould be financed solely by bond

See Page D-4, SUSITNA

a » 
I1

■v

My;ers and Tussing argued 
that even if bond financing 
wereTpossible, the state could 
not afford it. •• "It’s putting all the eggs in 
one 'basket," Tussing said , 
warning that bonding Susitna 
could preclude bonding for 
o ther p ro jec ts  th a t m ight 
prove more beneficial to the 
state economy.

Myers questioned, as Tuss- 
ing and Erickson have, wheth­
er the Railbelt w ill need the 
full capacity of power that 
would be generated by the 
Watana and D ev il Canyon  
dams, saying the slate risks 
u ltim ate  bankrup tcy  fo r  a 
project that could '.urn out 
be a white elephaut.

• "The d ia logue h a s  been  
dominated by proponents of 
the p ro jec t who have - d is­
m issed any con sidera tion  
about less costly, more moder­
ate ly  scaled a lte rn a tives ,’* 
Myers said. "Let’s evaluate the 
project on its merits and n o t’ 
confuse the desire for a mas­
sive construction project with 
a-raticnal plan for future ener­
gy development and the Rail- 
b flt .”

• Tussing claimed that much 
’ o f the. impetus for Susitna
comesV from groups such as 
contractors and unions who 
see the proposed project as a 
"big Christmas tree" and are 
more enamored with it the 
m[ore It costs.

Penney claims, the project 
enjoyv broad based support 
because it w ill ensure present 
arid future Railbelt residents 
of cheap, reliable power. .  ...

»"It would be a gift to all of 
us," he said .-* v\-. -f. . •

"Powfer generated from the 
dams will be ""one of the best 
electric, buys in the nation," 
Penney argued, saying that 
once the project is built the 
cost o f electricity in the Rail- 
b ^ t  will be inflation-proof.

j "Anything's cheap if some­
body else pays for it," Tussing 
countered. ‘.‘It would probably 
be' spme of the most expensive 
power generated anywhere in 
North 'America when you con­
sider Ih’e capital costs." 4

f
^ ^yym^^^gressed^conf i-

D4 Anchorage D a lly  News

Susitna;
j Continued irom Page D-l
sales.*?-. •., •*y . • . t •
(I The.' advance dedication' of 
s't^tn ̂ revenues would require 
4 r£-_Amendment to the s ta t4" 
constitution. ', ’ ■ ■ '7- 1 •

trfie' dams are estimated i  
cost $5.1 billion in January 
1982 dollars; assuming an in 
flation rate of 10 percent, the 
project would cost $14.5 billion 
when finished. ■ • • '
1 Criticisms raised this week 

by Eric Myers of the Northern 
A laska Environmental Center 
and economists Arlon Tussing 
and Gregg Erickson were that:
} • Such a commitment of 

funds could potentially bank-' 
rupt the state . ■ • •<" 1 • 'y  ‘
■ • The bond market probably' 

would reject such an offering' 
as too risky; •• •* ■•*>•
j • If the bonds cculd be sold, 

tney might absorb virtually all 
o f th e  slate’s bonding capacity- 
for. the next 12 years or longer; ‘ 
J ;,Xhe legislature shouldn‘t  

tamper with the state constitu­
tion just to build Susitna, and 
J • Susitna power would seem 

"cheap" to. some only because 
the money for it would come 
from-* the state rather than 
directly from the ratepayer’s 
podcetT ‘ * * T *. n -
j “ It represents an ‘enormous 

incun.bencc on the state’s econ­
omy "and the future fiscal poli­
cy. jJf the state," said Tussing. 
‘Tt^f hard to believe that the 
investment community. Isn’t, 
goinglo perceive that.*’ C..; 
I The bone market would per-' 

c{jiye„:ihe issue *ns loo risky * 
bek^use oi the -state economy’s' 
reliance bn oil prices and state'- 
spending, he said. •' - - . .
l^o ro rd in g  to Erickson^.44 

percent of Alaskans’ personal 
income is the result of state 
spending. -1 • - \ . r  .*«».•*
. Penney countered that. t^A 

etono.oilsts. have. been, wrong 
before, and "if everything goes 
according to our preliminary 
plans, we'll be able to show 

_Mr Tnssinp hp’s incorrect,"
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; By ANN CONY V "-V *»S •/■'
! Dally Naws txjalrww repoHoir',yi \ .>

The proposed Susitna R iver hy - *" 
droelectric project could be the \- 

i best Investment the state w ill ever /' 
make, o r  the. worst, depending on /•

I who you believe. ,v •.
• The pros and , cons o f the ?5.1 ..
'b i l l io n  tw o -d am  p ro je c t  w ere .,v 
•I argued Thursday by Wayne Eeck - •
( w lta and E ric Myers, respectively-, \
' at a luncheon meeting of the A n -.- 
j ch ora le  Woman’s C lub, *' v
, Becr.w lth , co -chalrm M  .'o ^ .tile (J,
Anchor ige Cham ber of 00101001x6* ’’

'energy committee, .Justified th e 1.';’
Jneed fo r  th o  1,820 megawatt.' 
j project on grounds that the cost, o f , ’ 
i natural gas — which fuels, m ore, ..
I thun 0 0 'percent of electricity gen-".,-, 
eratlon in Southcentral A laska -*V~ Eric Myers ■, 

, Is rising while the supply la .fa ll-',
I _ . O  . . _ 1 A___...____1 j •  * ' '♦

M l

s• . 'I , .

m
tiksi A-U&V*

Q uotin g  Su s itn a - fe a s ib il ity  - 
i study projections that the' project 1 

•v would create an average of 1,450 '*
Jobs a year for 16 years,,he urged 

'•the audience to th ink about t h e , ' , ’ ;
effects" that would h a v e . 
businesses. •

Myers, consultant ; ‘he North- 
V;era A laska Environmental Center, ;
7 argued that Susitna could put the • 
's ta te  in ,• fiscal straltjacket and ’* 

! 1 urged a careful reexamination of.*!
Jh t he project in light o f outdated !

j> . economic feasibility assumptions. ; -J. \ 
t f i ' i -  ‘ Rntionnl planning to meet fu -. 

ture state energy needs In recent 
1 years has become confused with ; ■

1 , desires for creation of new Jobs 
; and distribution of o i l ; w e a l t h , i\ .
. according to Myers. "•, '■*, •

Once a commitment to ’construe- ~ '........................  , F
.W ayne Bockw lth •; v 1/•*,■: V ; - . ...'/tlon is-made, "We’ve''totally l o s t '. 

- , . , • • • ' .  ,( V.i| i - ' " •!, all our flexibility In dealing wlth.vIng. Though Susitna would require ' .constant .after the capital Invest- 1 .Susitna hydro ■ power iwould-be energy plnnning for the future," ’ y 
a large capital Investment,'operot*,' ment is.mado,'t while "constantly cheaper than fossIN fuel. pow er. ' '' ‘
ing costs would be^mlnLnlmal and ' ' --------------------------------  * 1-----------  ’ "1‘—”  * * .................
tne cost o f hydro p'ower would be

>perat-,' ment is .m ado,, while "constantly cheaper than fo ss iM ue l. power.- he said,. ."If we mnde a:commlt-/-V:'i.\V 
al and ' increasing fuel costs must be pass- shortly, after the turn of the centu*, ‘ >
uld be '.ed on to the consumer." ry, Beckw ith said, , « .-’••v s*. ,Soe Pa0O B-Q, SUSITNA

• ' . . ' , • 1 •  ̂ 1* ■. .t-'v"' 1, ' .,'♦•>.' s'.-’ ’ i -' •, '<'
•• ' • - . . .  . . . . . .  . _ ---------------------- — 1
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jI’s merits debated.v. i l lM
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Conllnued from Pape B-5

ment to Susitna nqw, It could ‘ 
involve more than 50 percent t 

• of the state's capital spending • >  j 
■*, revenues until.the end of the r'.i>, 

century,',' . •*.*• •• - . . J
; Myers

¥ •• slou of ! _ ___ ___  _____ _______________________
.-X Y m e n t  calculation^ , that, while f e a s t s 'f o r  power demand used ̂ yancUax consumers. • ... • .r

Susitna Is estimated to cost'Y ln  th e . Su s itn a  feasib ility -'!.;. ,'Tm  not suylng the Susitna'. v' 
! > :• ; $5.1 billion in 1982 dollars, It $  study ./were reasonable, and-i’jp ro ject.is . a horrible Idea andvV"- 
i ’r ,x ‘ Will end up costing $10 b illion ^ 'th a t even under a 2.8 percenty'Ywe ought;to w alk away fromC^t 

' K>". .t 1) $ 1 5 -billion,* depending, on ̂ annual-, " low  growth" scena-:& It v ,' , Susitna may be ‘the best'*7 
: l.iflntloa rates,-He,urged c o n v ir io , Susitna ,, w ill .prove e co^ j'th in g  that ever happened. tov,:?V 

• , iJ7;-.. -.s .deratlon  of sriialleriscale hyvv.'nomlcal'as a replacement fori;/* the Railbelt, but probably fiot . V
* ’ '/nrD 1 1 /h a I MAKIAtP. H A - N A M  ii/VM ' 1 ill 1 *   A A P A  II I______ I J ' V  •-.*
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E-4 The Anchorage Times, Sunday, December 19,1982

. E j Q v i r o e m e i n i t a l  g r o u p
; by Steve Hansen 
TUoh Wri'iir

A statewide environment group 
li asking the Alaska Power Author- 

•; Ity to delay Its license request for 
the Susitna hydroelectric project 

•*, until an alternate site at Lake Cha- 
<; kachamna is "adequately 
• evaluated."

Eric Myers, an energy consult­
an t and spokesman for the North- 
em Alaska Environmental Center, 

■ sent a letter to APA executive di­

rector Eric Yould on Dec. 13 say-. 
Ing a recent engineering study In­
dicated the Lake Chakachamna 
site would be "even more economi­
cally attractive than previously 
thought."

He urged the APA‘executive to 
"commit the financial resources 
presently at its disposal toward the 
development of a comprehensive 
feasibility studye of a quality and 
detail equal to the Susitna stud­
ies."

Myers said the Issue "Is not 
whether you are for or against tho 
Susitna project, but how to provide 
responsibly for Railbelt power 
needs. Many people have forgotten 
that."

Myers said the Chakachamna 
project "Is the most significant 
and likely hydro alternative to Su­
sitna and a comprehensive evalua­
tion of.thls potential hydro option is 
central to the ongoing Railbelt 
•power studies."

1̂ :PS' .i

The letter asked Yould to defer 
filing of the Susitna license appli­
cation with the Federal Energy 
Regulatory Commission until fur­
ther studies have been completed.

"Chakachamna Is especially at­
tractive economically because a 
project the size of Chakachamna 
would not be vulnerable to tha un­
certainty of furter of eleqtrical de­
mand growth."

If constructed, the Cha-.' 
• kachamna protect would provide 

— y r r

330 megawatts while Susitna would would cost an esUma 
provide 1,600 megawats. . In 1982 dollars w|

"We can reasonably assume the • kachamna project 
need for the 330 megawatts Cha- ' estimated J1.2 blllior] 
kachamna could provide but we’ The most vocal 
can't safely assume the need for . nents have "confuse 
all 1,600 megawatts from Susitna," nomic. power plannl 
Myers said. . ‘ sire for a massivel

Myers said a recent Railbelt.’ . project . they s | 
electricity demand forecast for the »' pour concrete. The 
year 1C10 are 44 percent lower than „ a $15 billion white el 
previous projections which led to «.• nanclal ruin for the| 
the Susitna proposal. Susitna 'said.
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by Cart GIdhxnd , . ; the largest earth-filled structure In' ., with the state has not been for-
■namwrtur - t • • 3(■> •*.. ‘ -North America, to another project mally signed, the Alaska Power

The president of a firm selected4 In which his firm Is engaged, the - Authority voted unanimously In 
to design Watana Dam, first phase ’ Guri project In Venezuela. .i October to award It to Harza’s Chi­
ef the proposed giant Susitna Both, he said, are large projects cago-based company and a Joint 
power network, said today the • with small, economical beginnings. •' venture firm, Ebasco Services Inc.

Also, he said, both Susitna and . of Bellvlew, Wash., and New York.- 
Guri — which may become the The legislature has approved 
world's largest power project, gen- $25.0 million for preliminary design 
eratlng 20,000 megawatts — are • work on the million-kilowatt Wa-

project Is tho moat attractive hy 
droelectrlc project in North Amer­
ica.

"Down south, there Just Isn’t 
the potential that you have In 
Alaska,”  said Harza Engineering 
Co.'s Richard D. Harza. "Either 
the water's been used for hydro al­
ready or It can't be used because 
o f national parka or similar bar­
riers."

Speaking before the Anchorage 
Chamber of Commerce today, 
Harza compared the p: ,.osed Wa­
tana dam, which at 8&> reet Is to be

looking at a project of tha scale.” . nomlc limit for sending electricity V  
4 Harza described hydroelectric over power lines Is about 800 miles, V 

pov’~r as the most economical,4 , Harza said. 
leaai polluting source of energy,;, In addition to Its Venezuela ’ ;, 
and he said Industrial countries \ project, Harza's firm Is designing’ 
with hydro potential — the U.S., hydroelectric projects In Centre! 
Soviet Union, Japan and European ;• America, Iceland, Jordan, Egypt,1. 4,( 
nations — have almost fully devel- • '.Senegal and Pakistan. It also Is en*. .: 
oped their potential. . . gaged In two other Alaska pro- ' 7

He said high Initial Investment > Jects, one near Bethel and on a t’1-:.

Lfrlmm

VO- l-;Yrer<.kJ

W

conceived for eventual full-scale • 'ana dam and will be asked to np->4’costs "are moro than offset by the J; Black Bear. Lake, which wohld'V 
use of the hydro resource but are .•■ propriate more during the upcom* absence of fuel costs, and of fuel;; serve the• Southeast communities' ^
designed and built to meet smaller 4 ing session. Total costs will exceed ,4 cost escalation” during the life of v, .' of Cra'g.KlawokandHydaburg...
needs during construction. . -. $3 billion In 1082 dollars, according “ such projects, which may be as. ’ Harza said his firm will estab- ̂ *;

Finally, Garza said, Guri Is an .' • to most estimates. , long as a century. llsh a small Watar* project office'.*’;
example of "how to *upgrade’;rev- •' ■ "It doesn't appear the project . Hydro power's only drawback, In Anchorage with *'basco. Ten to tV
enue ,rom a depleting resou rce ,w ou ld  have grave environmental '"he  said, Is Its transportability. N a t - 20 personnel from tU  two compaY'; 
oil, Into a non-depicting, clean, al-' . ’impacts,”  Harza said. "We don't '.'ural gas can be shipped economl- nles will be engaged In field inves- .7 ,
most permanent hydro energy re- have to displace people, roads or 4 cally via pipeline 01 tanker 2,000 to 4 • tlgatlon work, he said, but the prin-/vi.
eource." railroads nnd other physical lm-. 5,000 miles, and oil can be sent. cipal design office, employing 50-G0

Although the design contract pacts are relatively minimal when 10,000 miles or more, but the eco- .^people, will be In Bellvlew. .• .
1

L .'Jl L. ...L,1,1-

RICHAf
. tInvolved In!



Susitna engineer touts hydropowel
y ANN CONY * ” ty  of 2,000 megawatts in 1678. Auity Newa business reporter ,• • ». <'•.*.t-.‘v s.-icond expansion is under way
A laska may not have any mon-,. now, and — when completed in 

eys and Venezuela m ay not have '14937 *-■ w ill make Guri the second 
ny moose, but the two places do largest hydro project In the world, 
ave at least one thing in common: after the Parana R iver project in 
xtenslve oil and gas resources' Brazil,
rmblned w ith plenty of hydroe -7 In addition, Guri has been de-
xtric power potential. .  ; . . ’ signed t o :  the possible ultim ate
That was the message delivered ! expansion to a total capacity of 

y Richard Harza, president’ of 2:0,000 megawatts, Harza said, 
ne of two firms selected- by th e 1 ; The cv.rrent expansion  w ill 
la ika Power Authority to design bring the dam height to 475 feet, •
le Watana Dam of the proposed .compared to a height of 885 feet -____________________________ „
usltnn. • R iv e r  h y d ro e le c tr ic ',- envisioned for the 1,020-negawatt ‘ are high. But; he maintained, the/;*}
•oject. ‘ . , . • Susitna Watana Dam . - ,  t.high Initial costs are “ more than .*>’*
In touting the advantages ’ of . The Guri and the proposed S u s - - offset" by the long l l f“
/dropower before the Anchorage ‘ itna projects differ in that Susitna' •, of the dams and th
mmber of Commerce Monday, ' is not intended to prov ide .pow er escalating fuel costs, 
e president of Harza-Engineer's'; to heavy industry, Harza said, ' A  useful life o f -100 yeara .bas^ ’'’'
g Co. of Chicago tra ced , his ) In Venezuela and other ,coun -v ’been assumed fo r -th e  proposed^;-;
m 's work on the.Guri hydroelec- »>.tries "double blessed" w ith fossil- -..Susitna hydroelectric project in/*'.,'
lc project on the Rip Caronl In : fuels and hydro potential, the patt.'- economic analyses. . , , t
stem Venezuela. . . tern has been one of sllmulta- ’• In an interview after,hls speech'r v
Tfye first stage o l that p ro je c t’ neous, coordinated development of 1. Harza said that Susitna would last 
u completed In 1968, w ith an ’ both resources, ho s a id .. - longer than 100 years, though he.l
tension o f the In itia l .pow er t When possible, the fossil en e r-. 5 * 0  iW?..
tnt giving it an Installed capacl- ‘ gy has been exported .............

♦ t .*•’ f  •  i  *hydro energy has served the develr;, 
oping domestic or local m arket." ; •••.

According to Harza, countries t:.-.' 
such as Venezuela have chosen t o ‘ ",‘- 
invest part of their fossil fuel / , 
export revenues In long-term h y - . ’-, 
dro power to meet future energy /j. 
needs.

" In  g en e ra l,-w h e rev e r  It. Is.7 ., 
available, hydro power Is the most.'- K 
economical, least polluting pow er'/v  
source," he said. ;  (

Harza acknowledged that capl-;',/.- 
tal costs for constructing the dams'..



Susitna engineer touts hydropower
y ANN CONY , ; - , ; ty  o f 2,000 megawatts In 1978. A  hydro energy has served the devel?,'a«y Newa buslneaa foporter ,• t v *  ; ;v secon{j expansion is under way . i.olng domestic o r  local m arket." — 
A laska may not have any inon-,. now , and — when completed in According to Harza, coun tries ’-. -- 

eys and Venezuela m ay not have -*<1987 *—■ w ill m ake Guri the second such as Venezuela have chosen to ‘"<7 
oy moose, but the tw o places do'.’ largest hydro project in the w orld , Invest part o f their fossil fuel /  K  
flve at least one thing in common: after the Parana R iver pro ject in export revenues in long-term  h y - / .
xtensive oil and gas resources' B razil. • dro power to meet future energy -'..
>mblned w ith plenty o f hydroe-Y  In addition , G uri has been de- needs.
Krtric power potential. .  . /s igned fo r the possible u ltim ate “ In g e n e ra l ,-w h e re v e r  it. is .Y ,
That was the message delivered •! expansion to a to ta l capacity o f availab le , hydro power is the most - f  

y Richard Harza, president' o f 20,000 m egaw att:, Harza said . economical, least polluting power ’f - .
ae of two firms selected- by  th e - • T he  cu rren t expan sion  w il l source," he said . ,* 
la ika Power A uthority  to  design bring the dam height to 475 fe e t ,' Harza acknowledged' that capl- „ 
le Watana Dam  of the proposed .compared to a height of 885 feet • tal costs for constructing the dam s'-/ 
us itn a  • R iv e r  h y d ro e le c t r ic  ,' envisioned fo r the 1,020-megawatt ‘.are high . B u t; he maintained, the^N  
•oject. * . _ Susitna Watana Dam . • , A-hlgh Initial costs are "more than *>'
In touting the advantages o f ;  . The Guri and the proposed Sus- > offset" by the long life  expectancy /rr 

/dropower before the Anchorage ’ itna projects d iffer h i that Susitna* i. of the dams and the absence .o f 
lam ber of Commerce Monday, •' is not intended to prov ide power escalating fuel costs. • 
e president of Harza -Engineer-s'i to heavy industry , Harza said . ' A  useful life o f -100 "years.has//'1-/
g Co. of Chicago tra ced , his i In Venezuela and other ,coun-v 'been assumed ior« the p r o p o s e d ^ - 
-m’s work on th eG u r i hydroelec-»> tries “ double blessed”  w ith fossil' -..Susitna hydroelectric pro ject in.
1c project on the R io  Caronl In : fuels and hydro poten tial, tne pat-r.’ 'economic analyses. • . , t » ;;• 
stem  Venezuela. . tem  has been one of sllm ulta- *• In an Interview after .his speechr s
Tfye first stage o f that project* neous, coordinated development o f '  Harza said that Susitna would last 

■ ts completed in 1968, w ith  an both resources, he sa id .. '  longer than 100 years, though h e .l ‘-
tension o f the In itia l .p ow e r/x  "When possible, the fossil ener-
int giving it an installed c a p a c i - ‘ gy has been exported w hile the ’ See Page C^a, SUSITNA . -

• I * •. ->■ ■ > » r-r - .51 -f . j i:-. - - •____  _____  __
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ANN CONY In addition , Hutchens'said , the R a ilb e lt pow er dem and — as companies grew .b y  doub le -d ig it'• -*
iy New# business reporter > legislature should devirc a plan presented in the Susitna feasiblll- figures between the first nine Y. I
Colling 19B3 the most critical for financing Susitna and should • ty study «— should be lowered In mom s of 1981 and the first nine.-, |
jlslatlve year fo r the-proposed - approve the A laska Power Au* light of falling world oil prices mont.js of 1982.
sltna hydrolectric project since thority ’s request for a $47 m illion . and the impact that w ill have on By the end of this year, growth
19, a spokesman for Susitna . appropriation for continued engl- loca l p opu la tion  and econom ic In power demand w ill be nearly j

Swer Now urged Wednesday that neeringw ork , . • growth. three years ahead o f A cres’ projec- . I
vmakers authorize construction Dislribut d at the chamber’s . Referring to the Btudy by Tubs-’ tlons, according to Hutchens. '■
I the $5.2 billion project in the breakfast l  eeting attended by ’ 5 A: ing and Erickson as a ‘‘doomsday "It Is ludicrous for the oppo- 1 1 
mlng legislative session. . legislators here was a N ov .- -J  " report,,”  Hutchens told Sheffield*.' nents to contend that those projec- |

'.In  a speech before the Anchor- letter to '.»ov.*elect B ill Sheffield* “ If you believe that, maybe you tlons nre significantly too h igh ,”
e Chamber o f Commerce's an- * from  Hutchens In the latter's c a - ‘ * shouldn’t build Susitna. Bu t if you he wrote to Sheffield. , , '*,
al breakfast w ith local leglsla- paclty as executive director of the • do believe .that, you ought to  sell Asked to respond Wednesday. • 
rs, Dave Hutchens urged that A laska Rural Electric Cooperative your hote ls.”  • •• afternoon, Tussing defended, h is -
e legislature authorize construe- Association Inc., n trade group * Hutchens sited Acres Ameri- and Erickson ’s position .•
in either of the entire project or representing 18 electric authorities can 's Susitn a fe a s ib ility ’ atudy, "This year there has been a big
i least the first dam of the ; in the state. which predicts a 3.5 percent an- ' Jump (In electric demand), but the
asslve two-dam  Susitna R iver In the letter, Hutchens Jarabast- .vual growth rate for power de- problem  Is th a t it 's  a ty p ic a l ," .,

■ -oject designed to carry the Ra il- ed a report by economists A rlon ' m a n d ,; H e  p resen ted  s ta tis tic s  Tussing said.
•It Into the 21st. century w ith Tussing and Gregg Erickson, who showing that electricity supplied * '• ; i
:heap" electricity. ! •' have argued that projections f o r % by ( five o f 's i x ,  R a ilb e lt . utility . . ’ Soe Pago D-3, SUSITNA ..
I ' *i • . v ,  . . .  ; v - . ,  • •' «■ ■ .__________ •*___
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Conlinueri from Page D-1 costa, the • c o s t . of electricity ral gas now used to geni
•i,1; Hutchens conceded that much ‘ from Susitna in Its first few ( . electricity for 90 percer

j*'.* in his letter to Sheffield . B u t .'.years o f operation would b e ', . Southcentral A laska wll
.while he maintained that the about twice as high as power crease by as much as six
3.5 percent projection fo r in- from other sources. ' .tim es when current low-

s V ;Crtased electric demand was . But that problem could be gas contracts expire anc 
’ „> w e ll' w ithin reason, Tussing solved, he maintained, if the renegotia ted , beglnnln

Hii ! ’’'<■ argued  th a t " th e re 's  no state subsidizes construction ? 1984. .
J j Y  ground for confidence in it" by making an "equity Invest-
*T|.' , because the projection was' ment In Susitna large enough "Energy costs, nnd
‘■•Abased on a state spending so the rates to the consumers ' quently the cost of doin';
;.V ,outlook thnt hns dimmed con- w ill not jump when it comes ’ ness and living In An.htJ

P S

fir*
/Aft

Ji*. i

I

i l l  'Iv-'* slderably since Acres conclud- on line.", • • .w ill escalate dram atic
i / e d  I t s .  S u s itn a  fe a s ib i l i ty  Acres American has pegged Hydroelectric po’' ' r  Is 

! " ’ study. that figure at $2.3 b illion , in * best alternate energy sc
Tussing m ain ta ined th a t January 1982 dollars. • to relieve our dopendenc

Y '.1 the' Railbelt has plenty of Susitna hydroelectric pow - - ‘ fossil fuel," the'.posltlor
natural' gas and coal for fu- 'er w ill be much cheaper in the , per on .hydroelectric p

’..V/' ture electric generation and long -run than other p o w e r s a i d .
’.’that Susitna could prove to be sources, Hutchens told legisla-
a painfully expensive m istake tors Wednesday. . . • .A  . In addition to flnanclnl

I '<?' ■’ If the 3.5 percent growth pro- . In a packet o f position pa- f. , Susitna, the chamber Is tl 
°  f.' jeetlon does not materialize. pers distributed at the b r e ik - / ing continued state furl

Hutchens said that due to fnst meeting, the cham ber fo r h y d roe le c tr ic  p ro (
high cap ita l con s tru c tion  argued that the cost of natu- .statewide.
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B-4 The Anchorage Times, Friday, October 29,1982

by Bill Wh.* .
TlaM/iuwLrMl • .* . '; •'*,.'■•••
■ I ' •'* tkJuneau — The two majalve Susitna River: 
dams proposed to bring cheaper power to the

•. •  $25.4 billion with 50 p», cent InfiatUn. >&, •;.
‘ Ripple assumes the suite would pay cash to ‘ . build the dams.

\  But the capital move figure Is In Inflated 
dollars. The Susitna number Isn't.

If the dams are to be built, the suite had ----------------------  . . . .
better start saving,' Lehr said. “ If you really,’ But Acres said the stale could se'.l bonds'to'!,

Railbelt region of Alaska may cost between . don’t want Susitna the easiest thing to do Is sit ’ ' finance up to half the project, pay off the'.
$10 billion and $25 billion, according to a suite back and wait." • /  ,'• bonds with Income from selling electricity pi

.economist. , .' Ripple estimated 1991 would be the year the 1 duced by the dams and utlll have reasonable v- Tho $5JblHlon estimate commonly used for .. i largest amount of cash would be needed. De-,';’’ ! 'power rates.'* • , ;  . t''
•’ tho project Is computed In 1982 dollars, not the. ' pendbg on the Inflation rate,- the legislature’/ Bonding would cut the amount of 'cash the,'

j . Inflated money the suite will actually pay, said . might need to find between $1.1 billion and $2.1 ' '  date needs. However, It would Jack up electri-.
, ;  Ron Ripple, an economist with state budget of- •* billion for Susitna alone. The state budget for ■ ’ /' cal rates and the cost of building the dams be- 
.  ̂flee. ' . -this year comes to $3 billion. .; . cause the state would pay lnterest-on the!
Z. That estimate Is found In a $33 million s t a t e * t Ripples’ lowest cost estimate— $10 J  billion. , bonds. .. -1 ( • ’* : v
Zfunded study of the Susitna dams released lastk .'— would come If Inflation were 7 percent per'.? ..Anchoring one of the Beven .volumes of'L 
' March by a Buffalo, N .Y., firm, Acres Araeri-; j ■ year, the rate Acres projected. ■ / .  Acres’ Susitna report are iwo cost projections !>'■
• canine. x • * ■ 1 . •• • But many economists believe that InfL Jon , using bonds and cash. ■. , ,.r

Rlpplo recently took Acres’'projections of*.»t, rate Is too low. A project the rize of Susitna In ' In both cases Inflation In estimated at 7 per/''
' :how much construction money* would be a state whose economy Is as small as Alaska’s ,. (' .cent and the Interes rote on the.bonds Is 10 J'

* ;needed each year to build the dams, and added f'..could whip up Its own Inflation, they say. '/• percent... t. ; •{,.«;*
•Inflation rates to compute his estimates. •; ’• So Ripple computed Acres'figures at four ' If the state paid $3 blljIon In cash (1932 dol-'.i 
T. Two dams are being studlled for the Susitna ; , higher Inflation rates: ' lara) nnd bonded the rest, total construction •,
; River northeast of Talkeetna. They are ex- • $122 billion if Inflation hits 8,4 percent a costs would come to $18.1 billion by the year''
■ pected to provide for the power needs of the ? ;yer v.the rate used by the Capita] Site Plan- v  2013, Acres said. The state would pay $4.8 bll-/ 
/ state’s population center into the next century, •>/' nlng Committee In estimating capital move ‘ lion cash, sell $9.1 billion Iri bonds and use $4.11 
T If the dams are built. • 'costs. • . ./billion from the sale of electricity. ",
Z Ron Lehr, Ripple's boss and a director of . •  $14,5 billion If prices rise 10 percent annu- If the state paid $2.3 billion In cash (1982 dol- ’
•;the Alaska Power Authority, which would • ally, the figure used by the state transporta- lars), the construction tab would hit $162 b ll-■.

; -build the dams, said many people are compar-, tlon department In estimating construction . • Hon. Of that, tho state would pay $3.5 billion ‘
• 'Ing the $5.2 billion Susitna figure with the e s - .' costs. . .' (Inflated dollars), sell $10.1 billion In bonds and
I 7 tlmated cost of moving the state capita] to W l l - ' • $18.1 billion with a\l2 percent Inflation ‘ use $5 billion from selling electricity,
, .low from Juneau, $2.8 billion. , • ! ' rate.
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Outs ide firms win'contrac 
for Susitna dam desidn w

.. _.-. .  i & i t r }  / •;, v -,.
A la sk a  P ow er A u th o r ity  -*' The leg islature la ^  

d irectors on F riday  aw arded ' 'app rop ria ted  $25.6 mill! 
'a Susitna hydroelctrie eng i- design ing W a ta n a ,-  
neering design contract w orth ' would be one o f the I 
at least $70 m illion to H a r r a 'N‘ earthfill dams in the ; 

.Engineering Co . o f ' C h icago  B u t that appropriation  
'and Ebasco. Services Inc. o f  ' cover the b ill, and the 

• N ew  Y o rk  ■ j / '  ’ ' * authority plans to ask i
- ‘ Those firm s w ill be respori-" 'm illion , in additional i 

. ' s ib le  'foi''design ing the' p ro -', 
posed  885 -foo t-h ‘igh W .atana- 
dam , the first pha^e o f the  
$5 .1  b illion   ̂tw o -dam ' p r o je c t '

’ northeast o f Talkeetna th a t  
has been ’ proposed fo r the  
Susitna R iver to  carry  The 
R a ilb e lt in to the 2 is l cen tury

• ^ w ith ''m a s s iv e ' a m o u n t /  o f  -. 
’ V A ’ p a n "  p l e o f r i c i t v .

funds during the coming 
la i lv e  session.. • . ' .

In other action at Fr 
.hoard  meeting, pow er'a  
ity. d ire c to rs  v o ted  t  
mously in' favor o f t 

'over the $500 m illion B i 
L a k e ' hy d roe le c tr ic  pi

S g S  8 2  g S ■=-
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1 tor, cited his - s ioaer Robert Weeden of

rer au th o r ity -p lan s ,; 
In January ‘fo r  a.\;* 
Inergy R egu la tory '; •: 
n llrsa se  to bu ild ' I -A
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| .  Continued r f r o m i W A T i l * . . ? ( * • “  an alternative p ro je c t , ;  majority;-, of
l——---------------------------     '-:—  M 7to  the Susitna p r c j^ t  bu t a s ' P ow er ’ A u th or ity  D irector.- .ov e rtu rn :la s t m onth s • choice ;v jA r M »J r - f ? vs ! i v i ?j from  the A rm y  Corps o f EngL) -;an interim  pow er sovrce .to , . Ron Lehr, who also Is G ov,, •‘-o f a n a c c e s T - rou te . - - * ’& £ r^:.-neers after hearing endorse-.1 -Im eet g row ing . electricity de- T™  « ------------ J ’-  ~ -------------------------------  ■- .* ,1  ,  o.d
ment o f th a t plan from  A n - . ,  m and before .Susitna can be  ̂
c h o r a g e  M a y o r  T o n y ’V, bu ilt.. . '■/ .'• sta ff that while the Susitna - Un ivers ity  o f A la sk a  to  dump fry h «  . (>>
Know les , representatives . o f Y e t to be ainW ered, h o w e v --  p ro ject is e s tlm a ted 'to  cost the route that would prov idef‘̂ -*PA ^v i 
u t ll l ty  com pan ies , e n v iro n -•. er, Is the question o f how  the 55.1 b illion  in 1982 do llars, access from  Denali H ighway//-^ Q y j
m ental groups and others . Susitna p ro ject w ill • be 11- * the final cost of the project In favor o f . a ’ m ore environ-* f ‘.> [«*.'»/*

The 135-megawatt B rad ley  V n an ced . ! - ' .  . /  . w ould lik e ly  be $15.5 b illion  V m en ta lly , acceptp .b ie r o u te
Lake  dam pro ject near H om er (1' The Anchorage Cham ber o f . by 2002, assum ing an annual from  the P a rk s  H ighw ay ,'-j; V Lvj!*
la prim arily  Intended to serve*v.Commerce,s energy comm it-'' in flation  rate of m ore than 10 L eh r and W eeden jw ere over- i
A  t_ I ^  I--------- % - »---- A  §  A- .  -  . _ _ . .  . « .«  .  «. I ¥ - - I r/Cpercent bu t cent. . (

L eh r was 
d irector revolt 
unsuccessfully F riday  to  b u ck .’ 
the power au thority  staff and

 m   w  f .  M W*i W* 5  J  VWi»U**4 ta-the Kenal Pen insula, b u t It " tee Is considering a ba llo t- 
would generate excess pow er ** In itiative drive aim ed at a l-. 
that could supply A n c h o r a g e lo w in g  state, residents to vote 
area utilities as w ell. / -n e x t  year -1 a a proposa l that*

Many B rad ley L ake  b ack - 1 \. would requ ire the legislature
ers s a y ; th ey  su p p o r t th e  ‘ to d ed ica te  funds f o r t h /

“l , r . ' 1 il
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•T he  B lotter. 
•T e ll It to  Bud 
•O b itu a rie s

by BUI White -  \
Tta*« Jl b m u  BurMM

Juneau — Part of a two-and- 
a-half-year, $35 million study that 
endorsed building the multlbllllorv 
dollar Susitna River dams may be 
Invalid, a high-ranking state cabi­
net officer has declared. ,

Rsvenue Commissioner Tom 
Williams said oil prices and state 
revenue estimates have crashed 
since tlu.t study was released last 
winter. , ■ 1 1 . 1' New, lower estimates \under-

mine parts of the Susitna feaslbll- validated those conclusions,” Wll- projections forecast much less
Ity study that rely on revenue and llams said. state spending than the feasibility

• oil price projections, Williams said “ Certainly they have becom^ study had predicted.
, .in a letter to Eric Yould, executive obsolete, and the analysis support- . Love nlso said the Susitna proj- 

. director of the Alaska Power Ing them should be redone using ect will require large cash subsl-
Authority; It Is the state agency more current expectations of oil dies from the state up front, and
that plans to build two Susitna prices over the long term.” that cash may not be available If

• dams for about $5.2 billion. Williams referred Yould to a the new. revenue projections are
"To the extent that the conclu- study done last month by Jamie true.

• ' slons of the Susitna feaslbllty anal- Love, special assistant to the reve* . Yould today agreed some of the
• ysls are dependent on oil price nue commissioner. Love found' feasibility study was made using
•. levels over the long term, a radical that state spending helps deter- estimates that since have been
t- revision In the long-range ouuook • mine population growth and elec- ■ lowered.
'• fo r  those prices may have In- • triclty demands, and new revenue.-\ But the power agency all along

planned to continue to update — ,1 
while waiting to get the go-ahead 
to build from the Federal Energy 
Regulatory Commission — Its as­
sumptions on whether the dams • 
are a good Idea economically, Fed- .;t 
eral permission likely Is two to ..-' 
three years off, Yould said.

In his letter, Williams was an- 
swerlng .Yould’s questions about v 
the accuracy of a draft study done ‘ 
for the governor's office by ‘ 
economists Arlon Tussing and . 
Gregg Erickson.

■ That study, being! 
form this week, rel 
sitna feasibility sul 
eludes many of its I 
been canceled by a I 
for longterm oil pricel 

State revenues arl 
mostly by the price o(j 

The Tussing-Erlcld 
one of three studies fl 
no^s Division of Pon 
ment and Planning J 
parts of the early fea 
because of new Inform

ui|ii pn 17

11$ !
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By Bill White‘S \Z g X f , .
Tin** JuoeauBureaa-, ■ .;,/'■

Juneau — Demand for electric- 
‘ Kty. In Alaska's Railbelt' region 

might be too low to Justify con­
struction of the second of two mas- 
slve dams on the Susitna River, ac­
cording to a study by the gover- 

‘ Dor’S Office, 'hi-
■r Growth In demand should be 
tied to growth In population, which 
in turn Is linked to growth in slaie 

1 spending, concluded the report by 
. the governor's division of policy 
development and planning.

But sta t e spending m ay not ma­
terialize to the extent anticipated 
by backers of the Susitna dams, 
the report said. Recent long-term 

‘ ‘ revenue forecasts look with pessi-' 
" misra at expected state Income 
through the rest of the century.

Tire $5.2 billion Susitna hydroe­
lectric project Involves building 

.'two dams on the Susitna River 
northeast of Talkeetna to serve the 
power needs from Fairbanks to the 
Kenal Peninsula, including An­
chorage. First to be built — by 1993 
— would be an SS5-foot rockfill 
dam and powerhouse at an area 
called Watana. Then, by 2010, a 
650-foot concrete arch darn and 
powerhouse would be erected 
downstream at Devil Canyon. .
. "There Is little question that 

electricity demand will be suffi-- 
cient by 1990 to absorb the output 
of the first half of the project — the 

. Watana dam,’.’ (lie report sald.: '
V .. "However,’ It is uncertain 

whether demand will continue to 
’grow between 1990 and 2010 such 

’ that the second half of the project
the. Devil Canyon dam — can be 

. justified,":;?•»' T ■ ’*■* \*  .
A tv,o-a’.id-c.-half-year, $35 mil­

lion study for the state released in 
. March concluded demand for elec- 
' tric lty 'ln  tlie R a ilb e lt should ju s t ify .

building the two dams. V - ./
But the new report from the 

governor’s office said that iustifi-:;» 
cation depends on the state having;

! extensive savings In the next dec- •’ 
ade that would allow continual: , 
growth in state spending through 
the year 2010. .*. .V ' V

"However, It no longer seems 
credible that the state will actually' . 
accumulate such savings, espe-l’ ,t 
dally In view of the substantially- 
lower petroleum revenue forecasts- .i 
that havd been Issued In March 
and June 19S2 by the Department ■* 
of Revenue." • i. " »'

-- The report added that revern.e I 
estimates are just .estimates, and 
actual income could be higher than * 
the forecasts. Oil prices could eck- '1 
late, another rich oD field like » ; 
Prudhoe Bay could be'found and • 
tapped In the 1990;,'or'private do- I 
velopment could offset a .fall'm I 
state spending. C/ ;

Also, demand should be higher 
if the state pays for damf construe- T 
tion instead of consumers. ."As a ; 
result, it appears likely that the ■ 
full output of both dams would still 
be absorbed despite today’s state. 
revenue projections.”  ,

Another recent study on Susitna ; I 
for the division concluded that - I 
outdated assumptions were made 
In previous studies that concluded \  
there was a need for the hydroclet?". ; 
trie pro ject’ "’ - • , . : : ' s..,-. -

V/ritten by ArlonR. Tussing and.' ] 
Gregg K. Erickson, the report ccj-’ . : 
ticized recent studies on Susitna as.-. 
"already largely obsolete.". .-'.-V. -’ 
;■ In a related development,',. . 
Standard Research Institute'Is ex- - 
pected to complete within a couple 
weeks what kind of inducement 
low-cost energy . from . Susitna t 
would have in luring Industry Jo . 
the railbelt * ” T ' . . i  J  ' N

fM:,
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v.»
t y  fects of Recent Events," and was done for the gover* • ,1880 demand reconsideration of the level of Alaska ' ;  tlmates for'railbelt communities..
V  2  ^noris Division of Policy Development and Planning. * •economic activity and energy demand. • ■ ] } . .  And as.for the current draft repor

by A J . McClanahan #
TVaM Wrtur '

,  I  ^  * ” ' *  —  —  -  • — ” ■ W '  »  — r ” ” ” *  ~  "  ' U '  |  V W I  I ' w i l l i w  » *"• « * ! • * » «  ^  W W t C M M IM I  J t * • -  " • »  —’ '  — —  ------- , -------1------- |Recent studies showing a need for the two-dam $5.1 ' Tussing and Erickson criticized recent studies on ... •  Assumptions In previous reports concerning there hsv« been dramatic changes In olll
billion Susitna hydroelectric project are based on In* - . the Susltr.a project as "already largely obsolete." " prices and availablllty.oi Alaska coal and natural gas 'tatlons, Penney said demand for all nat,,J
J correct Information, according to a draft report done . < ,, • -  i for local electric power generation are not well sup- ,• ; Including oil, Is down now. But,, he tfor the governor’s office. Tthe studies' "critical assumptions — regarding , ported. ) economy Improves, "we'llalluse more.’’
, Arlon R. Tussing and Gregg K . Erickson ‘say In ' the future prices of various fossil fuels, the growth of „ .  Recent studies did not deal with high Interest’ ’ ■ . Countering other findings, Penney sail
i their report that outdated assumptions were made In .. population and economic activity In Alaska and there- v’ rateg capital-market conditions, and so their c o n - • • •  Coal Is economically feasible If thi
previous studies that concluded there was a need fo r ' suiting growth of energy demand In. the state — are, d^ ions about risks, costs and financing arrange-: '.merclal development for coal already ai 
Susitna. •, ^  ̂. based upon a ’conventional wisdom'about future ert: ments of the Susitna prelect are suspect, , . there are no projects to commerciallyQuestioning Tussing and Erickson's report, how- ergy prices that should have been suspect even In 1DS0 " . ' T  Beluga field, and without them Beluga'!
'ever, 1s the energy committee of the Anchorage and 1081 when the study contracts were signed, and •  Now Is not the time for major Initiatives In pub- . be too high to be an alternative to SusitChamber of Commerce, which subsequent experience has made nearly unten- Ucly financed power development In Alaska unless
’ .And the Alaska Power Authority, charged with able," Tussing and Erickson said In the draft. ■, those ventures are able to satisfy stricter tests of eco- ' • Interest rates already have fallenl
fcoordlnattng studies on the project, has no comment > ' Erickson declined m be Interviewed about the r e - ‘ nomic feasibility. ’ ment In the Susitna project by the state vT
1 yet on the Tusslng-Erickson report because officials ! :  port, stressing that comments are still being sought [ Former chamber president Bob Penney and other !> ture Alaskans a return on some of today’*!
! there are still studying It. ... y o n  it before It is put Into final form. “ representatives of the chamber energy committee . s •  Now Is the time for the state to bull!
£ The Tusslng-Erickson draft. Is called "Alaska En -\u«- The main findings of the draft report are: 1 ’,/sald an earlier report by Tussing has proven to bef-’ cause gas burned today to generate elect]— '->1- —'--- f-.-.Ji—. p - .u - . - - . , . . . ,  j . u - t - .  ...i  •.« Dramatic changes In oil price expectations since '. ,,veryconservatlve"lntermsofpopulatlongrowthes-.';:'..savedforfuturegenerallonsforheatingi* • ' ' *!ill' ‘
' trgy Planning Studies: Substantive Issues and the Ef- v v ,
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■ — : --------------- i — ----------------------------------—  i  w j  u i u u i i i i M i u i i  u u c i u o  v y  u o  o y  w u u u w  u u i n  l o  o e u r n e i  ;
In a prepared statement sub- • helffcopter only In their area, ’. '.Civil and Minerals Inc. of San •.*»>

(Continued from page A-l)..' 
j  the Acres suggestion as their sec*' 
ond choice, saying they wanted; 
much access as possible 

j lands.
Although the routo approved'.;'  . - .......— ,— u. . . ™ . . IU „ 6U. U11, UW.#,IU1

has the greatest ease of c o n s tru e - ; Alaska power needs are being re- insecticides, herbicides and other >*• tana phase of the project, and the ywftsTtf 
tlon, It also has the most environ- • evaluated to account for such , pesticides, he said. - power authority will seek addl-VV.i-7
mental Impact, power authority -things as changes In oil revenues -r power authority spokesman tlonal funds during the next session.'^'

: staff said. But they added that*'"..and trends In Btate spending. ...•■George Gleason said the agency to complete the project design. 2'+f ‘ 
their suggestion — because It goes Voting for the route suggested • will not use any pesticides In the — Decided to begin contract ne^

servatlon said today he voted Chairman Charles Conway, part-;; be. 
against'the accere route "because 'ioner In a public relations firm; and . In other action tho board:

'/patterns..,' ‘-V y . .
PowermuthoriVExwmtlyfuDl-'JfS.- • Also'; at • the day-longvpower^'c7 

H reptor Erf^YovJdtoJd bpsrd'memvMiaut^'ority^meetlng.'-.an.-Anchorage^a t 
'•.bars thatieven though the b oa rdm an .w ho  said he represented Tal-'y-j'n jL  
■1 approved thejouto Tueklay aatha^keetrm  area .residents said people •v.’V M 
! ,one to be submitted to FERQ, "Jt’s T ; ln'thac?area\want construction of J/.fv- Ifrit 
11 not set In concrete,".The commls-W.'1. *kl • P' ’ '
I, don may require /.that It •>, bo w j;
I  changed, or* tho power authority?,#^-
\ could change Its mind and re-sub-'/N.i r - i T Jv.T'3W.«9:«'TO.»M a rouie to tho commission. • ‘
(• ’ .flaking-Question^ about! the 
rpre/ocf In genenai was Eric Myers '
.of the Nothern Alaska Envlron-a^* 
mental Center. ‘ He said recent t » 

i changes In world oil prices lnvall- j  ‘ '

m j m ,  ‘I:

m m



access ,
(f. The directors of the A la ska ' . The Initial costs'w ould be M ueller.-sa id he opposed. ’ damper on the outlook  

Power Authority  approved by •'
, a narrow margin *'*" “ * ’ * 
j access route from 'the  

,j 'H ighw ay to the proposed $5.1.V, 
billion Susitna R iver hydroe- 
lectric project.

* * % A
. 1  The directors votei

tlon of an access 
vored 
the vote

$

‘ d* varla-',-> •• • ■; • ►» ‘ -u ep a r im en i ui r is n  w iu . " 1 »
a» OLV.CM route fa-^i.': The power .authority s ta ff ,/ .;G am e biologist who. 8uper-'- Mueller against the recom-'.;bv consultants.' w ith ’ '/m aintained that the favored v i s e d  b i g  g a m e  s t u d i e s  f o r  t h e y - ' te n d e d -a c c e s s  .rou te  were

tc reflecting In ' part " route from the Denali H ig h * a c c e s s  alternatives. Robert Wecden, a w ildlife scl* .f
.!• d isagreem ent over environ* 1 : way north of the Susitna R ly y 'r  "The route that they chose ? - P™/'e” °Jkfro^  {Je  •• mental Imoncts - er also would pose f«wer en*.' V , . .  was a segment we f e l t '  verslty of A laska , ra iroanks,- ,
i. -rv, . n.miifi - v lronm en ta l p rob lem s be* '.-.w ou ld be most detrimental to", and John Schaeffer, p res id en t.:
•• H tho '' cause It would cross re la t iv e -•» w ild life , p a rt icu la r ly  ca rl- - of NANA , the Kotzebue-based

n  rm  flat, dry tundra, while the ' wbou," Schneider said. ’• * Native regional corportlon.
" oD ^d  W a tL r a n d  Devil C an -•> consultant's su2ficsted ro u te ,. ; . The chosen route w ill n o t , ' The access route preferred'.'

Snn 1 m  nhnsps from the south would run. 'necessarily be devastating to : by the -m ajority  of d irecto rs ''
ft afso would Indude c o n -* 'across wetlands, ‘ ^ c a r i b o u ,  he sa id , but " I t ' : w ill be Included In the state's •
struct ion ̂ f a r a U  sour from ’, ’ Bu t son!e o l lhe bo“ rd would .m ake an im p o r ta n t- ;.. Federal Energy R egu la tory  t h ?  Devil C an von s ite  sou th \ ’ ™Xo n  a,?d representatives of; 'part of their range less usa- . Commission licensing applica-''. the uev ll Canyon sitjO S state agencies felt otherwise. ble." . ■ tlon for the oroject-
and west to h ook -u p  t -i Ernst Mueller, a power auA '- Eric Myers of the Northern',’ . T i,n.t£,h th _ nnnllentlon IsTA la sk a  R a ilr o a d  at G o ld  , horlty d l r K lo r 'and*' CommlS.  ‘ A laska Environmental Center ■ «8g ! B g g  J t t i l

T  - .t, ’ n sloner o! the Department o l  • sold Wednesday that the c h c l  ' w ’’“ 1?ed, . '0 o rocessSe could '1 >,. P ow er ' au th o r ity  s p o k e s - . Environmental Conservation, •' sen route was "the least envl- .1 ■10 «
. man George Gleasqn said the voted against the staff recom- I" ronmentally acceptable." V  nK 8 y ,

l. s ta ff recom m ended }, t h e : re- • mendatlon, saying la te r -th a t ' Myers also raised b r o a d e r ' '  Eric Yould , the power au -;
‘vised route — and a m ajority  ■ the access road eventually ‘ objections to the massive hy -' thorlty's executive director,
,o f directors approved it — would be public and that the 'd r o e lc c t r ic  p ro je c t , s a y in g '' said nftor the vote that the
tpartly because it was deemed ’ road development could dls- > that recent state revenue fo re -., access route Is "not set in
.more cost effective. , . • rupt caribou m igration. 'casts could put n significant ' concrete," • • ■ »

V!
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P R O P O S E D  L EGISLATION: SUSITNA  

HB 120, 121, 122 

A  REVIEW OF KEY ISSUES

HB 120/ A U T H O R I Z A T I O N  A N D  A P P R O V A L  OF THE S U S ITNA F E ASIBILITY 
STUDY AND A P P R O V A L  OF THE P R O P O S E D  "PLAN" OF FINAN CE

Issue —  A c c e p t a b i l i t y  of the A P A / A c r e s  F e a s i b i l i t y  Study

The Susitna F e a s i b i l i t y  Study p r e p a r e d  for the APA by Acres A m e r­
ican (March 1982), c o n c l u d e d  that S u s i t n a  could offer the mo st 
attractive long term electr i c a l  e ner gy source for the Railbelt 
but only on the basis of s e ve ral ve ry critica l assumptions.
Mosc importantly, these assump t i o n s  included: 1) h i g h  electrical 
d emand growth (forecasts), 2) rapid ly increasing oil prices,
3) outdated r e venu e p r o j e c t i o n s / m u l t i - b i l l i o n  d o l l a r  cash c o n­
struction subsidies, a nd 4) tax exempt bond  financing.

The Acres r e p o r t  included a "se nsitivity analysis" w h i c h  test ed 
how c r i t i c a l  certain assump t i o n s  were to the co nclu s i o n  that Susi.tna 
was economically v i a b l e  (Attachment A ) .

S ince the time that the Acres study was prepared, fundamental 
changes in w o r l d  economic  c i r c umstance s has i nvalidated  the c o n­
clusion that Susitna is the m o s t  attract ive Railbelt alternative, 
at least until w e l l  into the next century.

Electrical D e m a n d : The "need" for S u sitna  was p r e d i c a t e d  on a host 
of assumptions a b o u t  future e c o n omic a c t i v i t y - p o p u l a t i o n  growth- 
e m p l o y m e n t - h o u s e h o l d  formation, etc. which results in electrical 
demand. A s s u m p t i o n s  included the ANGTS line, an A L P E T C O - l i k e  refinery 
in Valdez, PacAlaska, a nd S tat e spending trends as before the w o r l d  oil 
m a r k e t  collapsed. In light of the changed circumstances, the most 
recent revis ed p rojections of R a i lbelt electrical demand for the 
year 2010 (Battelle, 1982) are close to half those used by Acres a 
couple of years b a c k  in its design d e v e l o p m e n t  selec'ion w o r k  w h i c h  
led to the choice of the W a t a n a / D e v i l  Canyon propo sal currently 
under c o n s i d e r a t i o n  (Attachments B and C ) .

The ISER (1980) projection s used by Acres called for a Moderate 
(or "most likely") demand case of 8,940 Gwh per year in 2010 which 
compares to the m o r e  r e c e n t  B a t t e l l e  (1982) M o d era te demand e s t i­
mate of 4,986 G w h / y e a r  in 2010. T h a t  is, the most r e cent demand 
p rojections for 2010 are only about 56% of those used by Acres to 
arrive at the c o n c l u s i o n  that we "need" Susitna.

Another way of c onside ring this q u e stion is in terms of capacity 
r e q u i r e m e n t s : h o w  many m e g a w a t t s  of a ddition al capacity are needed 
to replace r e tired c a p acity over time and m e e t  expecte d peak (highest) 
denand? Acres, in its design d e v e l o p m e n t  ard selection analysis, 
used the ISER (1980) p r oj ections calling for a M o d erate case peak 
demand of 1,635 megaw a t t s  (MW); this contrasts w i t h  the m o r e  r ecent 
Battell e (1982) projec tion of peak demand p r o j e c t i o n  of 1,003 MW. 
A p p r o x i m a t e l y  577 MW of capa city woul d still be in place in the 
year 2010. The essential issue is how large a "capacity deficit" can
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be e x p e c t e d  and h o w  m u c h  add iti o n a l  capacity is needed  to m e e t  
the shortfall. Using the c a p acity r e t i r e m e n t  schedule developed 
by Acres and the m o s t  r e c e n t  capacit y r e q u i r e m e n t  p r o jections 
by Battelle (including a 30% r e serve ca pacity margin) it is e v ident 
that the R a i lbelt w i l l  exper i e n c e  a capac ity shortfall of about 
200 MW in the year 2000 and about 727 Ml'? by the yea r 2010. This
co n t rasts w i t h  the S u s itna p r o j e c t  at a total of 1,620 MW (Watana
at 1,020 and Devil C a n y o n  at 600). A  p r e m at ure commit m e n t  to Susitna 
w o u l d  result in m a s s i v e  amount s of excess, idle capacity as is the 
case w i t h  the Lake Tyee p r o j e c t  (Attachment D ) .

Note that the Acres' "sensitivity analysis" (Attachment A) tested
a "Low" d e m a n d  case for 2010 as 6,300 Gwh. This sup posed "Low" 
scenari o —  w h i c h  renders the p r o j e c t  m a r g i n a l  at best —  is 26% 
higher than the m o r e  r e c e n t  "Moderate" case and 64% higher than the 
r e v i s e d  B a t t e l l e  "Low" for 2010 (3,844 Gwh).

Using Ac res own analysis, the n e w  d emand  proje c t i o n s  w o u l d  indicate 
that the p r o j e c t  h a d  n e g a t i v e  net benef its (ie, was more costly 
than the a l t e r n a t i v e s ) .

Fuel Price E s c a l a t i o n  R a t e : Acres a s sumed that there would be c o n­
stantly rising fuel prices through 2010 re flecting the const antly 
increasing cost of the w o r l d  price of oil. The Acres projection 
called for real (adjusted for inflation) price increases of 2.6%/year 
to 2000 and 1 . 2 % /year to 2010 (Attachment A). The "sensitivity 
analysis" shows that a 0% real rate of fuel price increase yields a 
negat i v e  net b e n e f i t  in excess of $1 billion. The Alaska Departm ent 
of Revenue p r o j e c t s  a negative  (declining) real price of oil t h r o u g h­
out most of this decade and does not a n t i c i p a t e  positive  real price 
increases a n y where near as g r e a t  as the Acres base case assumed.

Again, us ing A c r e s  own analysis, it is a p p arent that the project 
w o u l d  cost mo re than the alternatives.

Outdated Revenue P r o j e c t i o n s /  M u l t i - B i l l i o n  Dollar S u b s i d i e s : The 
E n erg y P r o g r a m  for A l a s k a  was c o n c e i v e d  of in a time of upwardly 
spiraling revenues; before the c o l l a p s e  of the w o r l d  oil market. 
S u p e r a b u n d e n t  revenues are c l e a r l y  no longer availa ble (Attachment 
E) yet the financing  scheme p r o p o s e d  by HB 121 presumes the a v a i l a­
bil i t y  of $2.3 b i l l i o n  in grants  for the p r o j e c t  in order to make 
the project's cos t of po wer a r t i f i c i a l l y  compet i t i v e  with the less 
e x p e n s i v e  alternatives. A c r e s / A P A  acknowledges that Susitna power 
(at 30C/kwh) w i l l  cost nore than twice the a l ternatives  (at 14.5C/kwh) 
w h e n / i f  it is b r o u g h t  r i line as s c h e d u l e d  in 1993 (Attachment E ) .
T he Iternatives w i l l  ■ ontinue to be lower in cost until w ell into 
the next century.

Tax Exempt F i n a n c i n g ; Acres a s s u m e d  that the p r o j e c t  could be b u i l t  
w i t h  tax exempt bonds. This assum p t i o n  has been questioned by, am ong 
others, the A PA's own bond counsel (Acres: Task ll/January 1983, 
pp. 11-13).

G e neral C o m m e n t : It is e s p e c i a l l y  notewo r t h y  that the Alaska Power 
A u t h o r i t y  Board of D i r e c t o r s  never e n d o r s e d  the conclusion that the 
S u sitna p r o j e c t  was the m o s t  a t t r a c t i v e  elec t r i c a l  al ternative for

a



thr Railbelt. At least until the A P A  Board f o r m a l l y  adopts that 
position, it would  be p rema t u r e  for the L e g i s l a t u r e  (with vastly 
less information and understanding) to do so.

The Feasi bility Study should not be endors ed in the absence of 
such action on the part of the A P A  Boar d or w i t h o u t  a formal 
reconsideratio n and economic r e e v a l u a t i o n  of the project in light 
of p r esent economic realities.

Issue —  Approval of the "Plan" of Finance

There is, in fact, no "plan" per se, but rather a vague set of 
options that have been p r o pose d (Acres: Task l l/January 1983).
These proposals call for m u l t i - b i l l i o n  dollar grant subsidies with 
some sort of c o m p lim entary bond ing —  revenue bonds? G.O. bonds? 
"double barrel" bonds? There is no plan, just several nebulous 
s c e n a r i o s .

What is being sought (in the form of approval of the so-called 
plan) is an open- e n d e d  c o m m i t m e n t  to m u l t i - b i l l i o n  dollar subsidies. 
That's the plan.

The most basic issue raised by this a spect of the proposed legislation 
is: how does this finance "plan" app roval relate to the other c o m­
panion proposals: $2.3 b i llion subsidy grants (HB 121) and $5.4 
billion "double barrel" bonding (HB 122)? W h a t  specifically is 
being contemplated?

General C o m m e n t : A proposed plan of finance should be very specific 
as to the m a r k eti ng of power and power sales agreements. The object 
is, of course, to avoid a s i t u a t i o n  like Lake Tyee where we have a 
$120 mill ion proj ect and no takers ($82 m i l l i o n  in State a p p r o p r i­
ations, $50 m i l l i o n  in short term d e b t ) . The A P A  charged ahead with 
the 20 M W  Tyee project w i t h o u t  p o w e r  sales agree ments with W r a n g e l l  
and Petersburg. N o w  nearly c o m p leted (with $10 m i llion cost o v e r­
run) , the two commun ities don't w a n t  the power because it w o u l d  
cost significant ly more than o i l - fired e l e c t r i c i t y  (even w i t h  about 
70% grant f i n a n c i n g ) .

The "Plan" of Finance (Task 11) is ver y v ague on the r e l atio nship 
of power sales agreemen ts and State e x p enditure s and bond financing.
It is absolutely critical that this r e l a t i o n s h i p  be clear and e x­
plicit. Power sales contracts (take-or-pay) should be an absolute 
prerequisite to any State e x pendit ures on the project.

HB 121/ CONST I T U T I O N A L  A M E N D M E N T  A N D  $2.3 BILLION SUBSIDY FUND: 
ADVISORY VOTE

Issue —  C o n s tit utional A m e n d ment

One can w ond er whether  the framers of the Constitution w o u l d  
approve of an a m e n d m e n t  to the C o n s t i t u t i o n  to secure a single 
capital project.



Issue —  Advisory Vote/Costs and Public Education

It is estimated that a s p ecial statewid e election would cost 
a bout $1 million.

It has been w e l l  d o c u m e n t e d  that people generally don't have 
even a remote idea of w h a t  the p r o j e c t  would actually  cost. The 
recently relea sed D i t t m a n  poll showed that while people were mostly 
supporti ve of the project, 53% d idn 't have any idea as to what 
the p r oject w o u l d  cost w h i l e  71% either d i d n ' t  kn ow or thought 
that it would cost less than $500 million. The acknowledged 
nominal (as spent) cost of the p r o j e c t  is $10-15 billion excluding 
finance charges or the p o s s i b i l i t y  of cost overruns. (A cost 
overrun the same size as e x p e r i e n c e d  on the Tyee project —  9%
—  w o u l d  amount to a b o u t  $460 m i l l i o n ) .

Certainly any p o p u l a r  v o t e  or advisory  vote should be preceeded 
by an objecti ve and i m p a r t i a l  educational effort designed to inform 
people about the true costs of the proj ect (Attachment E ) . If 
billions are to be a l l o c a t e d  to Susitna, as p r o pose d by HB 121, 
the decision should be c a r e f u l l y  co nsid e r e d  in light of the o p p o r­
tunity costs. S u s i t n a  subsidies t h r e aten the loan programs, m u n i­
cipal revenue sharing, P e r m a n e n t  Fund dividends, education funding, 
property tax relief, and w o u l d  likely force the return of the 
p e r sonal income tax. Th ese are the true costs of Susitna that n o­
body is talking about.

HB 122/DOUBLE BARREL B O N D I N G

Issue —  Change in A P A  S t a t u t e s / P u b l i c  Vote on Susitna Bonds

Current A P A  statutes (AS 44.83.130(b)) expressly disallows the APA 
from engaging the S t ate' s credit in its bonding efforts. HB 122 
w o u l d  empower the APA to put the "full faith, credit and resources" 
of the State behind $5.4 billion of revenue bonds making them 
v i r t u a l l y  i n d i s t i n g u i s h a b l e  from general ob ligation (G.O.) bonds. 
(Revenue bonds b a c k e d  up by the State's general obligation are 
"double barrel" b o n d s ) . T h e  basic issue to be addressed is whether 
the Susitna p r oject justifies exemption  from the explicit blanket 
prohib i t i o n  to engage the State 's credit.

The fiscal impl ications of this m atte r are profound. If the APA 
were to be empowered, by a public vote, to issue "double barrel" 
bonds in the a m o u n t  of $5.4 b i llion  the entire c redit of the State 
would be at risk. It is a near certaint y that that the public has 
little u n d ersta nding of the issue and could well, in complete in­
nocence, give over this power to the APA on the basis r>\ a shallow 
understan ding based on the p r o - S u i t n a  propaganda campaign.

Giving the APA a u t o n o m y  to put the State into significantly greater  
debt is i nadvisable in light of the State's p r e s ently  precarious



debt situation w i t h  what is perhaps the highest per capita debt 
for any state in the nation (Attachment G ) .

Again, if this measure  is adopted there had better be some p r o­
vision for a dispassione d e ducati onal effort in order to inform 
the public what the credit risks a n d  o pport u n i t y  costs are all 
about.

Moreover, the APA's own bond counsel has advised  that if "a major 
portion of (Susitna's costs) were met from State G.O. Bonds, 
Al a sk a's present double A ratings w o u l d  be endangered" (Acres:
Task ll/January 1983, p . 12). The bond counsel has also stated that 
the State can "only 'safely' issue about $565 m i l l i o n  (nominal 
dollars, using 8% inflation) G.O. Bonds during the period fiscal 
1983-1990."* Finally, the bond counsel recommends that "to the 
fullest extent possible" The A P A  should use revenue bonds secured 
by income derived from participatin g Railbelt Uti lities pursuant 
to long term power sales c o n t r a c t s " (emphasis a d d e d ) .

*
Using the December 1982/30th Perce ntile Department of Revenue 
f o r e c a s t s .
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ATTACHMENT B

TABLE 5.6: ISER  19B0 RAILBELT REGION LOAD AND ENERGY FORECASTS USED FDR
GENERATION PLANNING STUDIES FOR DEVELOPMENT SELECT ION5

L 0 A D C A S E

Low P l u s  Load  
Management and 
C o n s e r v a t i o n  

(LES-GL A d . ju s ted )

Low

(LES-GL) 2

Medium

(MES-GM)3

H ig h

(HES-GH)1'1
Load Load Load Load

Y ea r MW GWh F a c t o r MW GWh F a c t o r MW GWh F a c t o r MW GWh F a c t o r

1900 510 2790 62.5 510 2790 62.4 510 2790 62.4 510 2790 62.4

1989 560 3090 62.8 580 3160 62.4 650 3570 62.6 695 3860 63.4

1990 620 34 30 63.2 640 3505 62.4 735 4030 62.6 920 5090 63.1

1995 685 3810 63.5 795. 4350 62.3 945 5170 62.5 1295 7 120 62.8

2000 755 424C 63.8 950 5210 62.3 1175 6430 62.4 1670 9170 62.6

2005 835 4690 64.1 1045 5700 62.2 1380 7530 62.3 2285 12540 62.6

2010 920 5200 64.4 1140 6220 62.2 1635 8940 62.4 2900 15930 62.7

N o te s :

(1) LES-GL: Low e c o n om ic  g r o w t h / lo w  g o v e r nm e n t  e x p e n d i t u r e  w i t h  l o a d  management and c o n s e r v a t i o n .
(2) LES-GL: Low e c o n om ic  g r o w t h / j o w  go ve rnm en t  e x p e n d i l u t e ,
(3) MES-GM: Med ium e c o n o m ic  g r o w th /m od e r a t e  g o v e r nm en t  e x p e n d i t u r e .
(A) HES-GH: H ig h  e c o n om ic  g r o w t h / h ig h  g o v e rnm en t  e x p e n d i t u r e .
(3) E x c l u d e s  r e s e r v e  r e q u i r e m e n t s .  E n e r g y  f i g u r e s  o r e  f o r  n e t  g e n e r a t i o n .

Source: Acres (1 9 8 2 )  Vol. 1 Se ction 5 .



1 9 8 0

1 9 8 5

1 9 9 0

1 9 9 5

2000
2 0 0 5

2010

1 9 8 0

1 9 8 5

1 9 9 0

1 9 9 5

2000
2 0 0 5

2010

A T T A C H M E N T  C

R e v i s e d  M o d e r a t e  a nd L o w  C a s e  E l e c t r i c i t y  F o r e c a s t s ,  R a i l b e l t

R e v i s e d  , » 

A n n u a l  E n e r g y '  1 
(GWh) 

M o d e r a t e  L o w

O l d

A n n u a l  E n e r g y  

(GWh) 

M o d e r a t e  L o w

2551

3 0 0 0

3 391

3 8 8 4

4 0 1 0

4 3 1 9

4 9 8 6

2 551

2 5 6 0

300 1

3 164

3 106

3 3 3 2

3 8 4 4

2 5 5 1

31 3 6

4 2 5 6

4 8 7 5

5 0 3 3

542 1

6 2 5 8

2 5 5 1

3 0 2 8

3 8 5 3

4 0 6 3

3 9 8 3

4 2 7 8

4 9 3 6

R e v i s e d  /.v 

P e a k  Demand'1 1 
(MW)

M o d e r a t e  .ow

O l d  

P e a k  D e m a n d  

(MW)

M o d e r a t e  L o w

531

615

701

791

8 1 0

8 7 0

1 00 3

521

525

621

6 52

673

6 78

780

521

6 43

8 8 0

993

101 7

1 0 9 2

1 259

521

621

7 97

837

8 1 5

8 7 0

1001

(a) R e v i s e d  d o w n w a r d  b a s s d  on low c a s e  a n nual c o n s u m p t i o n  of 9 . 8 4  M W h  per 

c a p i t a  and m o d e r a t e  c a s e  a n n u a l  c o n s u m p t i o n  of 1 0 . 4 0  H Wh na y  c a p i t a  in the 

y e a r  2000. S e e  A p p e n d i x  B, T a b l e s  B.3, B.4, B . 1 2 ,  a nd B . 1 3 .  O t h e r  y e a r s  

c o n s u m p t i o n  r e d u c e d  p r o p o r t i o n a t e l y .  1 9 8 5  f i g u r e s  w a s  a d j u s t e d  u p ward 

j u d g m e n t a l l y  f o r  m o d e r a t e  c a se; 1 9 8 5 - 1 9 9 5  a d j u s t e d  u p w a r d  f o r  low case.

(b) B a s e d  on the r a t i o  o f  p e a k  d e m a n d  to a n n u a l  e n e r g y  f r o m  A p p e n d i x  B, T a b l e s  

B .12 and B.18.

Source: Batte l l e  NW (1982)



ATTACHMENT D

M O D E R A T E  DEMAND

P R O J E C T E D  A D D I T I O N A L  C A P A C I T Y  MEEDS 

FO R  T H E  R A I L B E L T  

(megawatts)

E x i s t i n g  P r o j e c t e d  Required
Installed , P e a k  D e m a n d  ? Addition al
C a p acity (w/ 30% RSRV) capacity

1985 1154 MW 690 MW 0

1990 1242 911 0

1995 1095 1028 0

2000 853 1053 200

2005 610 1131 521

2010- 577 1304 727

^ Ebasco (1982): Assumes a l r eady p l anned additions of 158.4 MW 

of gas turbines in 1982 and B r a dl ey Lake at 97 MW in 1988 w i t h  

a capacity retirem ent schedule for exis ting plants from Acres

(1981).

o
Battelle (1982/revised): M o d e r a t e  G ro wth Case w i t h  30% rese rve 

margin.



ATTACHMENT E

IMPACT OF S U S I T N A  SUBSIDY SCHEME 
AS P R O POS ED IN HB 121 

ON A V A I L A B I L I T Y  OF STATE REVENUE

C O N STANT DOLLARS 
(adjusted for inflation, in millions)

Fiscal
Year

General Fund 
Unrest r i c t e d  

Revenue

O perating 
•'.Budget 

( e s t .)

Surplus
Revenue

A v a i l a b l e

Susitna Grant 
Subsidies 
(HB 121)

1982 3674 1600 2074
83 2990 1390 -

84 2329 729 230
85 2254 654 230
86 2314 714 230
87 2241 641 230
88 2341 741 230
89 2259 659 230
90 1989 389 230
91 1716 116 230
92 1558 - 230
93 1375 - 230
94 1260 - -

95 1145 - -

96 1024 - —

97 989 - -

98 959 - -

99 957 - -

2000 950

N o t e :

General Fund Unrest r i c t e d  Revenue projec t i o n  is net of legally 
required P e r m a n e n t  Fund contribution. P r o j e c t i o n  by Department 
of Revenue (February, 1983) .
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ATTACHMENT G

SEATTLE EUSiSESS JOURNAL Fet*u.«v 7 . 1533

STATE DEBT

Net Tax*
S ta te

S u p p o r te d  
D e b t (m illio n s)

Per
C a p ita

W este rn
T tates

P er-Cap ita
D e b t

1. A laska $1,045 $2,610 A laska $2,610.43

2. H aw a ii 1.424 1,476 H aw a ii 1.476.49

3. D e law are 581 977 W ash in g to n 398.36

4. C onnec t icu t 2.132 686 N ew  M ex ico 202.67

5. M ary land 2.851 676 O regon ' 131.18

G. M assachusetts 3.355 567 Ca lifo rn ia 108.79

7. N ew  York 9.300 557 U tah 106.85

8. W es t V irg in ia 991 503 M on tana 99.04

. 9. Lou is iana 2,116 503 Idaho 21.90

10. V erm ont 241 472 Arizona 19.60

11. W ash ing ton 1,645 39R W yom ing 7.07

(Nationa l m ed ion | 203 Co lo rado 0.28

lirticxmaiioA i»y Muocrr'i I' irc t itrt mun«c«f.*i o * i ^ r-»»nt a i ol H o . 20. 1082)
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Alaska Environmental Lobby, Inc.
419  6 th  Street, Suite 328 Juneau . A laska 99801 907 -586 -2345

17 February 1983

TO: Representative Mitch Abood
Chair, State Affairs Committee

FROM: Eric F. Myers, AEL Energy Specialist

I would like to offer my formal comments on the legislation you are now 
considering related to the proposed Susitna hydroelectric project. Some 
of the oral testimony I gave yesterday, particularly observations on the 
history and evolution of the so-called Energy Program for Alaska, are not 
reflected in these written comments to a great extent. You will find, however, 
that the specific concerns I raised about the proposals before you (HB 120,121, 
122) are addressed in the'attached issue paper. I hope that you will find these 
comments useful.

As I am sure you appreciate, the Sus.;tna issue is enormously complex and multi- 
facted. My comments —  particularly tnose concerning the adequacy of the feas­
ibility study —  reflect an effor^ to summarize a great deal of data. If you 
have any questions about these comments, I would welccne the opportunity to 
meet with you or your staff to consider these issues in detail.

I have also attached twu other reports which should be of use to the Committee
in its consideration of this issue:

Alaska Energy Planning Studies, Policy Analysis Paper No. 82-13, Division of 
Policy Development and Planning (November 18,1982). This report prepared by the 
University of Alaska’s Institute of Social and Economic Research, is a review 
of the three major energy studies (Acres', Battelle, Long Term Plan) and deals 
extensively with the Acres American feasibility study. The report is particular­
ly useful in its analysis of the critical role played by key assumptions (eg., 
discount rates, fuel escalation rates, demand projections) in the Acres feasi­
bility study which led to the questionable assumption that Susitna is the most 
attractive Railbelt power option. Again, it is particularly noteworthy that the 
Alaska Power Authority Board of Directors:has not endorsed the Acres study 
conclusion.

State Spending and the Alaska Economy, by Gregg K. Erickson and Thomas 0. Singer. 
An issue raised in the tes timony yesterday concerned the recent surge in power 
demand currently being experienced by Railbelt utilities,relative to expected 
long term demand growth rates. Electricity demand is a function of population
growth, employment, economic activity, disposable income, etc. The recent high
growth rates (1982) for electricity can be understood in this context as a re­
flection of the massive State expenditures of the past few years. The Gash on

A l a s k a  C e n t e r  f o r  t h e  E n v i r o n m e n t  •  A l a s k a  C h a p t e r , s i e r r a  C l u b  •  D e n a l i  C i t i z e n s  C o u n c i l  •  F r i e n d '-, c r  t h e  E a r t h  

S o u t h e a s t  A l a s k a  C o n s e r v a t i o n  C o u n c i l  •  N o r t h e r n  A l a s k a  E n v i r o n m e n t a l  C e n t e r  •  K e n a i  C o n s e r v a t i o n  C o u n c i l  
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the Street analysis shows how the large State appropriations of the past —  
loan programs, capital projects, public works, etc. —  have been working 
through the appropriations process and "on to the street" and generating the 
currently "boom" economy that we enjoy. As I am sure you are-aware, this is 
particularly the case in Anchorage where there is a big building spree on at 
present. The significance of this analysis, with regard to electrical demand, 
is that in the near future (5-10 years) we can expect .ignificant increases 
in electrical demand as a consequence of State spending trends. We can also 
expect those same short term trends to drop off dramatically with the down 
turn in revenues and spending. It would be especially unfortunate if the 
abberant demand growth rates we are experiencing presently were mistaken for 
anything but a temporary circumstance. A few years back the Pacific Northwest, 
as a result of a percieved need for massive additional capacity, embarked 
on the WPPSS ("vjops") debacle. That region now faces what is recognized by 
observers such as Business Week to be "the biggest (default) in municipal bond 
market history." About $ 7 , 0 0 0 , 0 0 0 , 0 0 0  in bond repayments.

In reflecting on my testimony of yesterday, I would like to once again high­
light what I see as the most critical issue underlying the Susitna debate. As 
I said yesterday, it is not whether you are "for" or "against" the Susitna 
project but, rather: "How can we provide responsibly for the relic . anticipated 
increases in Railbelt electrical demand?" The advocates of Susitna ■ . tier Now! 
presume to be able to predict with certainty the events of 50 to lOo years in 
the future. I do not share their confidence. And with upwards of $15 billion 
involved, gambling of such a magnitude should, I feel, be discouraged.

This is particularly true in light of the revenue picture. The Energy Program 
for Alaska, with its multi-billion dollar subsidy financing proposal for 
Susitna, ic a legacy from the past when revenues were coming into the State 
treasury faster (almost) than we could spend them. The "problem" in those days 
was how to spend money creatively. Now we are being forced to reckon quite soberly 
with frugality. It is my hope that the House' State Affairs Committee and the 
Legislature as a whole will embrace this responsibility and look very closely 
at the fiscal impacts of the proposed subsidy scheme. Are the people of Alaska 
willing to give up the Permanent Fund Dividend Program, cut back on education, 
do without sewer, water and road improvements, pay income taxes? These are the 
true costs of Susitna; the questions few are willing to talk about.
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ALASKA ENERGY PLANNING STUDIES
Introduction and Summary

Introduction. During the first half of 1982, Alaska state agencies
received three major energy-policy reports they commissioned in 1980
and 1981. The fir t of these is the second annual "Long Term Energy
Plan" mandated by the Legislature.* Two others specifica lly address
issues raised by the proposed Susitna hydropower p ro ject (hereinafter

2 3the "Acres" and "Battelle" repo'-ts). ’
Unfortunately , these newly-delivered reports are a l­

ready largely obsolete.
Their critica l assumptions regarding price trends for various fossil 

fuels, the growth o f population and economic activ ity in Alaska, and the 
resulting growth o f energy demand in the state , are based upon a 
conventional wisdom about future energy prices that subsequent experi­
ence has made nearly untenable.

The Division of Policy Development and Planning (DPDP) of the 
Governor's O ffice engaged the University of Alaska Institute of Social 
and Econom ic Research (ISER)** to review the three study reports and 
to identify and discuss those areas that are central to the reports' 
conclusions, particularly with regard to investment in new e lec tr ica l- 
generation facilities in Alaska's "Railbelt" (roughly the corridor from 
Fairbanks through Anchorage to the Kenai Peninsula).

Readers should be aware that this paper is only a review and not 
intended as a successor to or substitute for any of the existing studies. 
The following pages are intended to cover a few crucial issues in 
sufficient depth to determine whether or not the reports make a solid 
case for their findings. In large, the answer is "no", but any new recom ­
mendations about an optimum energy-development strategy will have to 
await a new study or amendment of one of the existing studies.
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Summary. Brie f ly , the findings o f this review are that:
1. World O il Prices and Alaska Energy Demand. The 

dramatic change in o il-price expectations since 1980 calls 
for reconsideration of the levels of Alaska econom ic activ i­
ty and energy demand assumed in the Acres and Battelle 
studies, and to a  lesser extent in the Long Term Energy 
Plan.

2. Alaska Coal and Natural-Gas Supply. The assump­
tions in the Battelle and Acres studies concerning the prices 
and availability o f Alaska coal and natural gas for local 
electric power generation are not well supported.

3. Capital-M arket Conditions. Recent high interest 
rates and capital-m arket conditions not dealt with by the 
contractors cast serious doubt on the Acres and Battelle  
conclusions regarding the risks, costs, and financing ar­
rangements of the Susitna hydroelectric p ro ject, and with 
respect to capital-intensive energy-supply projects general­
ly*

4. Implications for Susitna. Findings 1-3 imply signifi­
cantly less favorable conclusions from those of Acres and 
Battelle regarding the relative economic attractiveness o f 
the Susitna hydroelectric projects for serving electric ity  
demand in the Rail belt region.

5. Ail of these findings point toward a conclusion that 
now is not the time for major initiatives in publicly financed 
power development in Alaska.

Despite the erosion of some of their fundamental assumptions, the 
analytical framework and much of the data presented in the reports 
remain useful —  even essential —  to evaluating Alaska's choices with 
respect to the Susitna project in particular, and energy issues in 
general.
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Energy looms bigger in Alaska's public-policy deliberations than in 
any other sta te . Elsewhere —  even in states with a history of 
econom ic activism , like Wisconsin or Californ ia —  no one would 
consider as even plausible a scheme to invest j.ublic funds equivalent to 
two or three times expected annual sta te tax t avenues (or about $15 
thousand per cap ita ) in all energy ventures as a class, let alone to 
devote such funds to a single electric-pow er generation pro ject like 
Susitna

Nor would the legislature of any other sta te countenance anything
remotely similar to the energy-cost subsidy programs that Alaska now
has on its books —  programs which in F isca l-Y ear (FY -) 1983 can be
expected to account fo r more than one-sixth of the state budget.^ The 

*

sources of this unique perspective on the state's role in energy policy 
are not the focus of this review, but they surely include the fa c t that 
oil production has —  almost painlessly —  put unprecedented fiscal 
resources at the command of state policy-makers.

Regardless of its origins, the deep involvement of Alaska state  
government in energv decisions that would be le ft to the private sector 
in any other state has evoked a demand for information and analysis on 
an awesome range of engineering, econom ic, and financial topics. 
Because the responsible sta te agencies (including the legislature and the 
governor's o ffice ) do not have the experience or sta ff to assemble this 
information, evaluate it critica lly , or assim ilate it effective ly , they 
have had to depend on outside consultants to generate and process the 
relevant data, propose policies and programs, and monitor them .

The legislators and executive-branch officials who promoted and 
authorized these three studies viewed them as complementary to one 
another —  overlapping in places so that decision-makers could view

Background to the Studies
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certain crucial issues from n.ore than one perspective but, on the 
whole, dealing with different aspects or segments of an interrelated 
whole. These officia ls expected that, together, the various reports 
would put the decisions they had to make in some kind of rational order, 
and resolve some of the uncertainties they faced in making these 
decisions. One hope, for example, was that rigorous engineering and 
econom ic analysis by nationally renowned experts would give them 
ob jective and politically acceptable answers, for each of the state's 
regions, about —

1. The amount of electrical-generating capacity Ala­
ska would need over the next two decades;

2. Which generation technologies and/or specific gene­
rating projects would be most cost-e ffec tive ; and

3. What was the optimum strategy for financing the 
chaser, investments?
Most of the information sought from these three studies is clearly 

relevant to the issues the state intended to address. And, although the 
quality of the three reports varies widely, as a group they present the 
bulk of the requested information —  in one place or another —  in a 
professionally competent fashion.

Nevertheless, these studies, together with the march 
of events since they were commissioned, have conspired to 
leave the responsible state officials facing even more uncer­
tain and contradictory signals than when the various studies 
were commissioned.
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The Three Studies
Acres' study o f the Susitna hydroelectric p ro jec t. The Feasibility 

Study of the Susitna Hydroelectric P ro ject prepared by Acres American 
Inc. was conceived as a detailed examination of the technical and 
econom ic feasibility of the the proposed p ro ject. In addition, it was to 
provide searching analyses o i the project's environmental and social im­
pacts. The studies leading up to  the report were carried out over a 
two-year period at a cost to the state of nearly $40 million. The report 
itse lf is organized in three hierarchical tiers, a Summary Report of 56 
pages, a main report titled D ra ft Susitna Hydroelectric P ro ject Feasibi­
lity R eport, consisting of three weighty volumes and four equally 
weighty i.ppendices, and a multitude A "task reports" which, unlike the 
others, not been widely circu lated . Our review has focused on the 
Summary R eport, volume 1 of the Feasibility R eport, and the the Task 
11 Reference Report; Econom ic, Marketing and Financial Evaluation.

The centerpiece of the Acres study is a "multivariate risk 
analysis", which uses the probabilities the investigators have attached 
to different assumptions about the key variables (fuel prices, construc­
tion costs, interest rates, e tc .) to  produce an array of economic 
judgments (about whether the Susitna projects are the least-cost 
approach to serving Railbelt e lectrica l demand, for example) ranked by 
their respective probabilities.

O f the three works reviewed here, the Acres study deserves the 
greatest praise. Not only is it physically ihe largest, but it is also —  
particularly iri the Summary Report —  the most carefully and readably 
written. In most areas of interest a reader has the option of delving 
deeply or superficially, and in either case will usually find a clear and 
appropriately detailed explanation of the assumptions used, the evi­
dence supporting those assumptions, and the methodology by which they 
were incorporated into the analysis.
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The fa c t that the Acres report is analytically the most interesting 
of the three studies —  and will clearly be the most influential —  has 
caused us to devote more attention to it than to the others —  and to 
emphasize its failings. Readers should not be misled by this concentra­
tion. The methodology by which the Acres team evaluated the project's 
econom ic feasibility is elegant, and largely sound. While the report's 
errors come at sufficiently critical points to invalidate Acres' "bottom 
line", namely the economic ranking of the various electrical generation 
alternatives for the Railbelt, most of these errors are correctib le, and 
Acres' general approach will survive them.

The Battelle "Alternatives" study. Both authors of the present 
review were professionally involved in the process that led to the 
choice of Battelle to conduct a Railbelt generation-alternatives study. 
This involvement gives them a special insight into what was expected of 
the study, but it inescapably colors their assessment of the work that 
resulted. Readers should be aware of this fa c t, and draw their own 
conclusions taking it into account.

Tne Battelle study has generated several documents, but we have 
reviewed only two of them here: Railbelt E lectric Power Alternatives 
Study: Evaluation of Railbelt E lectric Energy Plans (February 1982),
and Railbelt E lectric Power Alternatives Study: Fossil Fuel Availabili­
ty and Price Forecasts. Although the former volume is labeled "com­
ment draft", we understand that it is in substance the final report.

Because Acres and the other contractors were directed to use 
scenarios and vital assumptions from Battelle, we have dealt with the 
Acres and Battelle analyses of individual issues, like load forecasting 
and coal prices, in one place.

"The Long Term Energy Plan". In 1978, Alaska adopted legislation 
requiring the state Department of Commerce and Economic Develop­

Alaska Energy Planning
10/26/82
Page 6



ment, in conjunction with the Alaska Power Authority , to  prepare an 
annual '"long-term energy plan". The law (AS ^4 .83 .224) mandates that 
the plan shall contain: (1) an "end-use" study of Alaska energy consump­
tion, (2) a plan for meeting "projected energy needs", (3) a review of 
conservation efforts , W  an emergency energy supply plan, and (5) a 
review of ongoing energy research. The Division of Energy and Power 
Development (DEPD) has been responsible for the preparation of both 
the 1981 and 1982 plans, but in both cases has made extensive use of 
con tractors. The 1982 report was largely written under a $390,000  
con tract with the national accounting and consulting firm o f Booz, 
Allen <Jc Hamilton. However, the firm's name does not appear on the 
cover or in the introduction, and we do not know how much of the 
report's content and format should be attributed to Booz-A llen , and how 
much to the DEPD staff.

The 1982 report was designed, in its own terms, "to focus existing 
energy information to support current decision-making needs and to 
provide a sense of priority across state projects and programs."^ The 
report is well written, contains few serious errors of fa c t or obviously 
faulty analysis, and provides the mandated "existing energy infor­
mation" in a convenient form at.

The "plan" does not fare well in its attempt "to provide a sense of 
priorities," however. With respect to the really tough social and 
political issues raised by Susitna and the state's hydropower program 
generally it largely leaves the field to Acres and Batte lle ; the Plan's 
treatm ent of the Railbelt hydroelectric construction proposals is confi­
ned to less than two pages of text. A fter urging the state to continue 
planning for Susitna, the report warns that the project's "impact may be 
to severely lim it the consideration of less costly alternative Alaskan 
based resources such as coal or residual oil." ^
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In other areas, including the treatment of Alaska's complex 
system of energy subsidies, the authors develop an extensive and unique 
data collection , but seem reluctant to draw the prescriptive conclusions 
that clearly follow from it. Finally, many of the study's featured 
findings are pedestrian, for example the conclusion- that "opportunities 
exist to increase the completeness and accuracy of Alaska's energy 
data." ^

Some of these deficiencies are probably the result of the short 
time in which the state's contractor was required to produce a draft 
report. In one of their concluding sections the authors seem to 
recognize these shortcomings, proposing that next year's energy plan 
focus on developing a "strategic energy planning process." The discus­
sion of how that might be accomplished is one of the most interesting in 

9the entire report.
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The Conceptual Framework for Considering
E lectrical-Generation  Alternatives for th e Railbelt

The Acres report sets out most clearly the conceptual framework 
shared by all ‘three studies. In the Railbelt, the key issue is to identify 
the combination o f e le ctr ica l generating facilities that is most likely to 
be the cheapest in the long run. The main choices are : (1) a two-stage 
strategy involving Susitna River hydroelectric power; (2) continued 
reliance mainly on gas-fired combustion turbines (either "simple-cycle" 
or "combined-cyc!e" plants), or on some combination of gas turbines and 
coa l-fired  steam plants; (3) and a combination of smaller hydropower 
facilities with thermal generation.

The crux o f the econom ic comparison between Susitna 
and thermal generation is the comparison, over tim e, of 
hydro construction costs and thermal-plant fuel costs .
The chief hydroelectric option, which centers on the Susitna River 

pro jects , involves a relatively high front-end capital expense per unit of 
capacity but very low continuing costs for maintenance and operation . 
Combustion turbines, on the other hand, are relatively cheap to install 
per unit of generating capacity , and the cost of the e lectric ity  they 
produce is principally the cost of the natural gas used as fuel. Coai- 
fired steam turbines would be less capital intensive than hydro, and 
while they would cost considerably more to build per unit of capacity  
than gas turbines, they might still provide the cheapest base-load power 
if the price of coal (per unit of e lectric ity  generated) were sufficiently 
below that of natural gas.

Out of the many issues that are relevant to this cho ice , the 
present review focuses on the way the various reports deal with —

a. Future world oil prices;
b. Future Railbelt e lectric ity  demand;
c . Future Railbelt fossil-fuel prices;

Alaska Energy Planning
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d. Construction costs for hydro projects;
e. The appropriate interest or discount rate ; and
f. Risk and uncertainty regarding thes«s and other 
issues.

The six issues fit together as follows:
(a) World oil prices will powerfully influence Alaska economic 

activ ity , and through it e lectricity demand, by determining state 
revenues from petroleum royalties and taxes, and thus state spending. 
Oil prices are also a major influence on Alaska econom ic development 
and thereby on eJ.ectricity demand, by way of their impact on energy- 
related private investment —  in oil and gas exploration, coal export 
projects, the Alaska Highway gas pipeline (ANGTS), petrochem icals 
manufacturing, and the like.

World oil prices, moreover, may influence the prices of natural 
gas and coal for e lectrical generation in the Railbelt. Indeed, the Acres 
and Battelle analyses seem to treat world oil prices as the crucial force 
determining fossil-fuel prices in the region.

(b) E lectricity load growth. Susitna generating capacity would be 
very "lumpy" as well as capital-intensive; additions would come in 
multi-billiori-dollar packages or not at all. Gas-turbine capacity can be 
added in small increments, however, with coal-fired  steam turbines and 
some smaller hydroelectric options falling between the Susitna projects 
and gas turbines in "lumpiness".

If projected power demand and demand-growth rates are high, 
they can be expected to liquidate any excess generating capacity 
rapidly; high load-growth forecasts therefore improve the prospective 
economic ranking of the Susitna projects, all other things being equal.

With low or uncertain load growth, however, the larger hydro 
projects pose a greater risk than do thermal plants that underutilization
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of capacity would result in high unit costs for e lectric ity . Thus, the 
risk of temporary or permanent overbuilding would be least in a 
strategy built around gas-fired combustion turbines, with the risks 
somewhere in-between for smaller hydroelectric projects and for coa l- 
fired steam generation.

(c ) Future fuel costs and (d) expected construction costs. In the 
framework described here, the comparison of e lectric ity  costs must 
focus most sharply on the cost o f fuel for gas-fired combustion 
turbines, and on the original construction cost fo r the proposed hydro­
e le c tr ic  plants. The relative cost of e lectric ity  from coal-fired steam  
plants will depend more on capital costs than electric ity  from gas tur­
bines, but more on continuing operating (fuel) expenses than hydro­
e le c tr ic  power.

Estimates o f construction costs and future fuel costs are both 
sub ject to  great uncertainty —  and the treatm ent of this uncertainty 
(f ) below is itself a m ajor issue in any comparison.

(e) Discount rates . Because the Susitna plants would be cap ita l- 
intensive, long-lived, and take many years to build, the long-term  cost 
of e lectric ity  from these projects would be highly sensitive to interest 
rates. This would be true whether the interest rates in question were 
the rates the state would have to pay to  borrow for Susitna construc­
tion, or the rates it could have otherwise earned on money appropriated 
to build Susitna. The net benefit from the Susitna option is, therefore, 
most sensitive to the choice of interest rates used to "discount" future 
costs and benefits.

(f) Treatment o f  risk and uncertainty. The various factors that 
influence future Alaska econom ic activ ity and thus electric ity  demand 
(including but not lim ited to future world oil prices); Susitna and other 
generating-plant construction costs; future Alaska fossil-fuel prices
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(which may or may not be closely linked to world oil prices); and future 
interest rates are all unknown today. Important assumptions that the 
analysts plug into their models are thus essentially guesses.

These guesses may be informed or ignorant, and insightful or 
obtuse, but their impact on the final comparison will reflect both the 
raw values assumed by the analysts, and the way in which the analysts 
deal with the risk and uncertainty that surround them. Subsequent 
sections of this review reveal considerable disagreement with some of 
the raw values. Battelle and Acres have assumed in the studies, and the 
probabilities they have assigned to these values, but not with Acres' 
design and execution of the "multivariate risk analysis" used to inte­
grate these assumptions.
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Future O il Prices
World oil prices and Alaska sta te  revenues. From the standpoint 

. .  Alaska policy-makers, no aspect of the current scene is more 
confusing than the recent radical change in the the state's offic ia l o il- 
price forecasts, and the forecasts of state revenues that depend 
directly on oil prices.

This change in the oil-p rice outlook invalidates virtu­
ally every important econom ic and policy conclusion in the
studies reviewed here.
Between June 1980 and January 1982, the Alaska Department of 

Revenue's quarterly Petroleum Production Revenue Forecast predicted 
that nom inai-dolli/ ("inflated") oil revenues would increase over the 
four years beginning on the forecast date at a compound annual rate  
between 12.2 and 25.8 percent. In its March 1982 Forecast, the Depart­
ment's three-year estim ate of the expected annual change in state  
'•evenues fell abruptly to  a  negative 0 ,8 percen t.10

Specifically , the "most likely" projection in the March Forecast
was that the weighted average wellhead value for Alaska North Slope
(ANS) crude oil in fiscal year (FY ) 1983 would be 29 percent lower than
in FY -1982 , and that world prices would then resume their nominal-
dollar increase, at a compound annual rate of about 7 percent. Not
until the beginning of FY -1987 did the Department expect prices to
regain FY -1982 levels. With respect to constant-dollar ("real") oil
prices, the March Forecast boldly reported "a consensus that oil prices
will continue to fall,"** and projected declining real oil prices through 

121998.
The authors o f the present review agree that world oil 

markets cannot sustain the level of prices reached in early 
1981, and that prices in any given year during the remainder 
of the century are likely to be considerably lower in real 
terms than they are today.
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There was, however, no consensus on the long-term  
oil-price outlook that one could prudently rely upon last 
March, and none exists today.
What has happened, instead, is that the near-consensus which did 

exist at the beginning of 1981 has been shattered, namely the assump­
tion that the long-term trend in oil prices was inexorably upward.

Abrupt changes in expectations have not been a f roblem unique to
Alaska's offic ia l revenue forecasters; a review of the energy literature
generally confirms that a widespread reevaluation began in late 1981
and early 1982. Few authorities any longer confidently assume that the
energy-price increases of 1973-1981 will continue unabated through the
rest of the Century, and an increasing number are suggesting, as the

13present reviewers have done since 1980, that the price rises of the 
I970's may never resume. The crude-oil price slump of late 1981 and 
early 1982, which few industry and f.overnment forecasters anticipated, 
drew attention to the difficulties of predicting energy prices, but is also 
pushing forecasters into a more general reexamination of both the 
demand and supply of petroleum , and the way in which they determine 
oil prices in. the long run.

As late as September 1980, it was possible for Cambridge 
economist Nicholas Kaldor to write seriously that, " . . .  OPEC changed 
everything. By cornering oil it managed to increase the price four-fold , 
then double it again, and presumably it could be doubled again, without 
any really serious impact consumption." (emphasis added)1^ It is 
now clear that the world economy has a much greater capacity and 
willingness both to substitute other fuels for high-priced petroleum and 
to economize on energy generally than had been widely supposed. Over 
the past six months, virtually every published authority in the area of 
petroleum demand has radically altered its expectations regarding 
future U .S . and world petroleum demand.*^
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On the supply side, so much excess oil-producing capacity now 
exists that it is hard to contrive any scenario in which OPEC , Saudi 
Arabia, or anyone else, can long function as a "price-maker" in world oil 
markets. To the extent that there is any consensus about world oil 
markets among the experts today, the managing director of Royal 
Dutch-Sheil summarized it well when he wrote that "we are in for a 
period of severe and unpredictable d is c o n t in u it ie s ." ^ ^

An advance draft o f Tossing's "Reflections on the Jnd 
o f the OPEC Era", included as an appendix to  this review, 
takes a backward look a t the events that led most fo reca ­
sters in the la te  1970s to  expect ever-increasing world oil 
prices, and the reasons such an outlook seemr untenable 
today.
Consequences for A laska. These changes in outlook have extra ­

ordinary significance for Alaska, because its economy, like that of (say) 
Kuwait, is a net exporter (seller) of energy. Well over half of Alaska 
econom ic activ ity depends directly or indirectly on crude-oil produc­
tion. The largest such influence operates directly through state oil 
royalties and production taxes, and if prices continue to fall, resulting 
reductions in state revenues will make it impossible for state spending 
to continue its new-found role as the main prop and guarantor of 
Alaska's economy.

Table 1 below compares the state's June 1981 and June 1982 
forecasts.

At the same time the Department of Revenue was 
reducing its revenue expectations generally, it also decided 
to emphasize the uncertainty of petroleum -price forecasts, 
and began highlighting its "30-percent" rather than its 
"expected value" series. The different percentage figure 
indicates the Department's judgment about the probability 
that actual revenues will be less than the figure shown.
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Table 1
1982-Dollar Petroleurn-Revenue Projections by the Alaska 

Department of Revenue, June 1982 vs June 1981

Oil and Gas Revenue ($ Millions)
June 1981 Forecast June 1982 Forecast

Fiscal "Expected ”30%"
Year "Expect*., Value” Value" Series
1983 4030 2654 2399
1984 4L37 2657 2250
1985 4271 2623 2177

1986 4448 2953 2411
1987 4713 3305 2644
1988 4851 3196 2507
1989 4983 3365 2595
1990 4742 3095 2246

1991 4544 2714 1862
1992 4382 2477 1668
1993 3979 2285 1427
1994 3637 2149 1265
1995 3144 1826 1059

1996 2701 1622 936
1997 2289 1608 908

Alaska Department of Revenue, Petroleum Production 
Revenue Forecast, Quarterly Report, June 1981, p. 13; June 
1982, p. 18, Personal Communication, Charles Logsdon to 
Erickson.

In 1981, state and local government employment directly accoun­

ted for 21 percent of Alaska non-agricultural wage and salary employ- 
18

ment. State government expenditures, in turn, were 86 percent
19

financed in FY-1982 by o il production revenue, and Alaska local

governments received about two-thirds of their revenues from the

state government. State aid to the City and Borough of Juneau, for

example, w ill equal 262 percent of local property tax revenues in FY- 
20

1983. Much of the revenue received by several other local govern­

ments in A laska, moreover, comes from direct taxes on oil industry 

activity and property.
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These illustrations do not begin to encompass the indirect e f­
fe c t o f expectations regarding future oil prices on the state econo­
my. These expectations largely determ ine the level of p rivate -secto r 
investment in oil and gas, coal, and other energy-extraction , conver­
sion, and transportation ventures; energy-industry service activ ity ; and 
have an added "multiplier" impact on the Alaska economy via the 
income flowing from such investment activ ity  into the trade, finance, 
and service industries. A large, if not precisely measurable, part of the 
present boom in the Anchorage area reflects private investment com ­
mitments made in 1979-1981 on the basis of a bullish outlook about
future oil prices. This boom is unlikely to survive long once those

21expectations have been shattered or drastically modified.
The situation is quite different for energy-importing states like 

New York or Californ ia , where a radical increase or decrease in energy 
prices would at the most, over the short run, cause no more than a 
three or four percent change in the major econom ic indicators such as 
employment, gross state product, or disposable income. In these 
importing regions, the dominant impacts of energy price changes will 
operate rather diffusely, through the influence of fuel prices on 
the real incomes of consumers, and through the impact of changed fuel 
prices on production costs, and thereby on prices, sales, and profits in 
manufacturing, transportation, and comm erce. In Alaska, the potential 
response is an order of magnitude larger, and is dominated by impacts 
on employment and population that flow directly from the primary role 
that petroleum production and state government spending (89 percent 
supported by petroleum production) play in the regiona1 economy.
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Load Forecasts
The studies reviewed here pay close attention to the usual income 

and price-factors that a ffe c t energy demand, and carefully evaluate the 
impacts of different oil price scenarios on the electrical-power costs 
implicit in various energy development schemes. But remarkably, they 
largely ignore the possibility o f a major decline in oil revenues, and the 
direct e ffects such a decline would have on the Alaska economy. ^

The Battelle repoi .3 base their forecasts of energy demand on 
scenarios and econometric modeling studies generated by ISER in 1980 
and 1981, using its M an -in -the-A rctic (MAP) model. Acres' growth 
scenarios are, in turn, adapted from those of Battelle, and the Battelle 
reports provide the clearest explanation of the economic-development 
and state spending assumptions that went into the forecasts of Alaska 
Railbelt economic activ ity . Battelle offers five "scenarios", ranging 
from "lev" to "superhigh", and a sixth scenario (tagged "fiscal-crisis") 
which shows very high spending in the 1980s, followed by a drastic 
decline in the 1990s.

The "moderate-growth" case . Battelle's "moderate" case (which
the report defines as having a 50-percent probability of being exceeded)
shows population in the Railbelt growing at a compound annual rate of 

232.15 percent. This scenario is powered by assumptions that state 
spending will increase from the FY-1981 level (when general-fund 
appropriations were about eleven thousand dollars per cap ita ) proportio­
nally with per-capita personal income, that the Alaska Highway gas 
pipeline (ANGTS) will be under construction by 1983,'^  that the 
PacAlaska LNG project will come on line between 1985 and 1987, that a 
100,000-barrel per day refinery will bt built in Valdez, and that 7 billion
barrels of oil will be discovered and developed on federal outer

25continental shelf (OCS) acreage leased through 1989.
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26The Acres study adopts the Battelle load-growth scenarios with 
some modifications, which are not always described in sufficient detail 
to allow critica l exam ination. Acres summarizes the outcom e, how­
ever, as follows:

B e t w e e n  1 9 8 1  a n d  2 0 1 0 ,  t h e  m i d - r a n g e  f o r e c a s t  s u g g e s t s  
t h a t  e l e c t r i c a l  a n d  e n e r g y  d e m a n d  w i l l  g r o w  a t  a n  a n n u a l  
r a t e  o f  a b o u t  3 . 5  p e r c e n t ,  w i t h  t h e  h i g h  a n d  l o w  r a n g e  l i m i t s  
a t  a b o u t  4 . 6  p e r c e n t  a n d  2 . 8  p e r c e n t ,  r e s p e c t i v e l y . ..

U n d e r  t h e  m i d - r a n g e  f o r e c a s t ,  c u r r e n t l y  s c h e d u l e d  
a d d i t i o n s  a r e  s u f f i c i e n t  u n t i l  1 9 9 3  t o  m e e t  r i s i n g  d e m a n d  a s  
w e l l  a s  t o  r e p l a c e  a g i n g  u n i t s  w h i c h  m a s t  b e  r e t i r e d .  
B e t w e e n  1 9 9 3  a n d  2 0 1 0 ,  a b o u t  1 4 0 0  m e g a w a t t s  o f  c a p a c i t y  
m a s t  b e  a d d e d  t o  t h e  s y s t e m  l a  m e e t  a d d i t i o n a l  d e m a n d  a s  
w e l l  a s  t o  r e p l a c e  a g i n g  u n i t s .

The "low-growth" ca se . The Battelle report states that there is
only a 5 to 10-percent chance econom ic activ ity will a t any point dip

28below the values projected in the "low-growth" scenario. A review of
Battelle's assumptions underlying this boundary case show population

29increasing at a compound rate of 3 A  percent in *he 1980-1985 period, 
and constant per capita state spending (based n the exceedingly high 
FY -1981 base) and construction of ANGTS, but with a lower level of 
offshore oil activity and no Valdez refinery or Cook Inlet LNG plant.

None of Battelle's m oderate-case assumptions, as listed above, 
now appears likely to m aterialize . The gas pipeline has, for example, 
been put on inde' inite hold; with the most optim istic outlook, construc­
tion could not get under way before 1985 at the earliest. The Valdez 
refinery project was scuttled about a year before the Battelle report
was delivered (and never did achieve much credibility among petroleum  

30experts). And Battelle itself has elsewhere virtually written off the 
LNG project.31

The most stunning discrepancy between Battelle's assumptions and 
what now seems realistic concerns the state government budget. Even

Alaska Energy Planning
11/03/82
Page 19


