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A P P E N D I X  A

A l a s k a  P o w e r  A u t h o r i t y  

B o a r d  of  D i r e c t o r s  

I n c e p t i o n  to D a t e

I
fo
I

D e s c r i p t i o n  of  M e m b e r s

A t  L a r g e  M e m b e r s :

M e m b e r

M e m b e r

M e m b e r

M e m b e r

E x - n f f l c l o  M e m b e r s :

C o m m i s s i o n e r ,  D e p t ,  of 

C o m m e r c e  & E c o n .  D e w .

D i r e c t o r ,  D l v .  o f  B u d g e t  

& M a n a g e m e n t

C o m m t  »n l o n e  v , D O T / P F

Comr. 1 h h  t o n e  r , D e p t ,  of 

E n v i r o n m e n t a l  C o n .

C o m m i s s i o n e r ,  D e p t ,  o f  

N a t u r a l  R e s o u r c e s

A /77 1 / 7 9 6 / 8 0 9 / 8 1 1 / 8 3 6 / 8 3  7 / 3 3

C h a r l e s  C o n w a y

F r a n k  H u r k o w s k f ,  - - A r n o l d  E s p e  -  - -  - -  - -  - -  - -  

J a c k  W i c k  - - - - - - - - - - - - -  D r ,  R o b e r t  W e e d e n

R o b e r t  W a r d  - - - - C h a r l e s  B c h l k e -  T h o m a s  K e l l y  -  -  -

( r e a p p o i n t e d )  - - - - - - -  L e e  u. W u n n  - - - -

- J o h n  S c h a e f f e r  - - - - - - - - - -  D a v i d  A l l i s o n

- ( r e u p p o  t n t e d ) -  R o b e r t  llufman - - - - - - - - -

II. P h i l l i p  H u b b a r d -  C h a r l e s  W e b b e r R i c h a r d  L y o n

D r . R o n  L e h r  - - P e t e r  M c D o w e l l  ■ 

R o b e r t  W a r d  - - D a n i e l  C a s e y  - ■

E r n s t  M u e l l e r - -

E u t h e r  U u n n l c k e

N o t e  1: C h . 2 7 8  S L A  1 9 7 6  e f f e c t i v e  9 / 2 8 / 7 6  e s t a b l i s h e s  c o n s t i t u t i o n  of t h e  B o a r d  a s  the C o m m i s s i o n e r  of C o m m« . /c e  a n d  E c o n o m i c
D e v e l o p m e n t  a n d  f o ur  p u b l i c  m e m b e r s .

N o t e  2: C h .  1 5 6  SL.y 1 9 7 8  e f f e c t i v e 1 / 1 3 / 7 8  a d d s  t h e  C o m m i u s  l o n e r s  o f C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s ,  N a t u r a l  R e s o u r c e s ,

T r a n s f e r t a 1 1 o n  a n d  P u b l i c  F a c i l i t i e s  a n d  R e v e n u e  u s  n o n - v o t i n g  m e m b e r s .

N o t e  3: C h .  1 18  S L A  1931 u f f e c t l v u  7 / 1 / 8 1  c h n n g e u  t he  c o n s t i t u t i o n  o f  t h o  B o a r d  to t he  D i r e c t o r ,  D l v .  of  B u d g e t  a n d

M a n a g e m e n t ,  t h o  C o m m i s s i o n e r s  of t h r e e  p r i n c i p a l  e x e c u t i v e  d o  p a r t m e n t s  a s n p p o l n t o d  by  t he  g o v e r n o r ,  a n d  t h r e e  

p u b l i c  m e m b e r s .  A l l  t e r m s  o f  e x i s t i n g  d i r e c t o r s  e x p i r e d  a n d  a n o w  B o a r d  w a s  n a m e d .
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A P P E N D I X  B

A l a s k a  P o w e r  A u t h o r i t y

P r o j e c t  S t a t u s  a n d  B a l a n c e s

I n c e p t i o n  to D a t e

P r o j e c t

A.E.L.P.

C h a p t e r  1 5 2 ,  S L A  1 9 7 7  

C h a p t e r  80, S L A  1 9 7 9  

C h a p t e r  54, S L A  1 9 8 0  

C h a p t e r  90, S L A  1 9 8 1  

C h a p t e r  90, S L A  1 9 8 1  

C h a p t e r  1 4 1 ,  S L A  1 9 8 2

T o t a l  A . E . L . P .

A k u t  an

C h a p t e r  90, S L A  1 9 8 1  

C h a p t e r  1 4 1 ,  S L A  1 9 8 2

T o t a l  A k u t a n

A n c h o r a n e - F a i r b a n k s  I n t e r t i e

C h a p t e r  50, S L A  I 9 6 0  

C h a p t e r  92, S L A  1 9 8 1  

C h a p t e r  92, S L A  1 9 8 1  

C h a p t e r  1 0 7 ,  S L A  1 9 8 3

T o t a l  A n c h o r a g e - F a l r h n n k a  

I n t e r  tie

A n c h o r a R Q  E n e r g y  P o ol  I n n

C h a p t e r  80, S L A  1 9 7 9

A u t h o r l z a  t i o n s  E x p e n d i t u r e s  E n c u m b r a n c e s  B a l a n c a

A n d e r s o n  Coal

C h a p t e r  1 0 1 ,  S L A  1 9 8 2  

A n  g o o n  P o w e r  A 1 t e r n a » l v e b 

C h a p t e r  1 2 0 ,  S L A  1 9 8 0

$ 5 0 0 , 0 0 0  

2 0 0 , 0 0 0  

1 , 5 0 0 , 0 0 0

4 . 0 0 0 . 0 0 0

3 . 0 0 0 . 0 0 0

4 . 0 0 0 . 0 0 0

$ 5 0 0 , 0 0 0  

2 0 0 , 0 0 0  

1 , 0 0 0 , 0 0 0  

4 , 0 0 0 , 0 0 0  

- 0 -  
- 0 -
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1 
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1 
1

0 
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O 
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O 
O

1 
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1 
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1 
1 $ - 0 -  

- 0 -  

5 0 0 , 0 0 0  

- 0 -

3 . 0 0 0 . 0 0 0

4 . 0 0 0 . 0 0 0

1 3 , 2 0 0 , 0 0 0 5 , 7 0 0 . 0 0 0 - 0 - 7 , 5 0 0 , 0 0 0

5 0 0 , 0 0 0 4 1 6 , 0 1 3 3 3 , 9 8 7 - 0 -
12 7 , 0 0 0 1 2 5 , 6 4 1 - 0 - 1 . 3 5 9

6 2 7 , 0 0 0 541 ,654 3 3 , 9 8 7 1 , 3 5 9

3 , 0 0 0 , 0 0 0 3 , 0 0 0 , 0 0 0 - C - - 0 -
2 6 , 0 0 0 , 0 0 0 6 , 5 6 8 , 1 7 4 2 9 , 4 3 2 , 0 1 8 ( 1 9 2 )

4 0 , 0 0 0 , 0 0 0 5 0 1 , 0 0 0 1 5 , 4 6 3 , 1 6 1 2 4 , 0 3 5 , 8 3 9
2 5 , 0 0 0 , 0 0 0 - 0 - - 0 - 2 5 , 0 0 0 . 0 0 0

1 0 4 , 0 0 0 , 0 0 0 1 0 , 0 6 9 , 1 7 4 4 4 , 8 9 5 , 1 7 9 4 9 , 0 3 5 , 6 4 7

1 2 0 , 0 0 0 9 9 , 6 7 0 - 0 - 2 0 , 3 3 0

!

5 0 , 0 0 0 - 0 - - 0 - 5 0 , 0 0 0

2 5 0 . 0 0 0 11 3 5 , 0 0 0 2 1 4 , 9 8 9

P r o j e c t  S t a t u s

A . E . L . P .  h a s  a p p l i e d  for t h e  r e m a i n i n g  

f u n d s .  T h e  B o a r d  of D i r e c t o r s  

a p p r o v e d  t h e  l o a n s  in t h e i r  J u l y ,  1 9 8 3  

m e c  t i n g .

C o n s t r u c t i o n  of e l e c t r i c a l  t r a n s ­

m i s s i o n  l i n e s  Is 85 p e r c e n t  c o m p l e t e .  

E x p e c t e d  to be c o m p l e t e d  b y  S e p t e m b e r ,  

1 9 8 3 .

C o n s t r u c t i o n  of an e l e c t r i c a l  t r a n s ­

m i s s i o n  s y s t e m  to c o n n e c t  t h e  r a i l -  

h o l t .  C o n s t r u c t i o n  b e g a n  in M a y ,

1 9 3 3 .

C o m p l e t e d  s t u d y  on  t h u  r e l i a b i l i t y  

of tlic A n c h o r a g e  a r e a  e l e c t r i c a l  

t r a n s m i s s i o n  s y s t e m .

C o m m u n i t y  d u e s  n o t  w a n t  thu f u n d s .

F e a s i b i l i t y  s t u d y  o f  tho e n e r g y  

a l t e r n a t i v e s  at A n g o o n  Is 

o n g o i n g .

N o t e  Is T h e  I n f o r m a t i o n  p r e s e n t e d  is f r o m  tho A l a s k a  P o w e r  A u t h o r i t y  r e t a r d s .  T h i s  I n f o r m a t i o n  h a s  n o t  b e e n  a u d i t e d  by  u s  a n d ,  
a c c o r d i n g l y ,  we e x p r e s s  n o  o p i n i o n .
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B e t h e l  R e g i o n a l  S t u d y

C h a p t e r  30, S L A  1 9 7 9  

C h a p t e r  9 0,  ''LA 1 9 3 1  

C h a p t e r  90, S.: .A 1 9 8 1  

C h a p t e r  1 4 1 ,  ; L A  1 9 8 2

A l a s k a  P o w e r  A u t h o r i t y  

P r o j e c t  S t a t u s  a n d  B a l a n c e s  

I n c e p t i o n  to D a t e

A P P E N D I X  B

A u t h o r i z a t i o n s  E x p e n d i t u r e s  E n c u m b r a n c e s  B a l a n c e P r o j e c t  S t a t u s

8 0 , 0 0 0  

I ,000,000 
1 ,000,000 

5 0 0 , 0 0 0

8 0 , 0 0 0  $ 

9 7 9 , 1 6 9  
1,000,000 

1 7 , 4 4 5

- 0 -

7 , 0 8 0

- 0 -

1 0 , 8 0 0

- 0 -  

1 3 , 7 5 1  

- 0 -  

471  . 7 55

R e g i o n a l  s t u d y  i n c o r p o r a t i n g  tie- a r e a s  

of B e t h e l  a n d  t h e  K u s k o k w i m  R i v e r .  A 

d r a f t  r e p o r t  w a s  I s s u e d  J a n u a r y ,  1 9 8 3 .

T o t a l  B e t h e l  R e g i o n a l  S t u d y 2 , 5 8 0 , 0 0 0 2 , 0 7 6 , 6 1 4 1 7 , 8 8 0 4 8 5 , 5 0 6

B l a c k  B e a r

C h a p t e r  80, S L A  1 9 7 9  

C h a p t e r  90, S L A  1 9 8 1  

C h a p t e r  1 4 1 ,  S L A  1 982

7 4 5 , 0 0 0  

1 , 4 0 0 , 0 0 0  

1 , 0 0 0 , 0 0 0

7 4 4 , 0 1 4  

1 , 3 0 9 , 8 7 1  

31 ,94 7

1 , 0 6 7  

8 7 , 4 3 9  

2 0 0 , 6 4 8

(81) 

2 , 6 9 0  

7 6 7 , 4 '  ‘

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

E c o n o m i c  a n a l y s i s  to u p d a t e  EF.RC 

l i c e n c e  a p p l i c a t i o n  o n g o i n g .  D e s i g n

T o t n l  B l a c k  B e a r 3 , 1 4 5 , 0 0 0 2 , 0 8 5 , 8 3 2 2 8 9 , 1 5 4 7 7 0 . 0 1 4

on h o l d  u n t i l  f i n d i n g s  p r e s e n t e d  to 

t he  B o a r d  of D i r e c t o r s .

Br ad 1 e y L a k e

C h a p t e r  80, S L A  1 9 7 9  

C h a p t e r  92, S L A  1 9 8 1  

C h a p t e r  92, S L A  1 9 8 1  

C h a p t e r  1 4 1 ,  S L A  1 9 8 2

8 0 , 0 0 0

5 . 0 0 0 . 0 0 0  

1 0 , 0 0 0 , 0 0 0

3 . 0 0 0 . 0 0 0

7 9 , 7 9 0  

1 6 0 , 3 9 9  

4 , 7 7 8  

- 0 -

- 0 -

1 , 6 4 3 , 0 1 8  

- 0 -  

2 0 , 3 0 0

2 1 0

3 , 1 9 6 , 5 8 3

9 , 9 9 5 , 2 2 2

2 , 9 7 9 , 7 0 0

P r o j e c t  h a s  b e e n  a u t h o r i z e d  f o r 

c o n s t r u c t i o n .  D e s i g n  c o n t r a c t  to be 

n e g o t i a t e d  by D e c e m b e r ,  1 9 8 v .

T o t a l  B r a d l e y  L a k e 1 8 , 0 9 0 , 0 0 0 2 4 4 , 9 6 7 1 , 6 6 3 , 3 1 8 1 6 , 1 7 1 , 7 1 5

B r e v  lg M i s s i o n

C h a p t e r  50, S L A  1 9 8 0 5 0 , 0 0 0 5 0 , 0 0 0 - 0 - - 0 - G r a n t  p r o v i d e d  t.o the c o m m u n i t y  for

c o n s t r u c t i o n  o f  a d i s t r i b u t i o n  a y s  ten

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

B r I s t o l  B a y  A r e n

Chapter 
Chapter 
C h a p t o r 

C h a p t e r  

C h a p t e r  

Clin p ter 

C h a p t e r 

Chapter 
C h a p t e r

30, SI A 

50. S L A  

1 2 0 ,  S L A 

1 2 0 ,  S L A 

1 2 0 ,  S L A  

1 7 0 ,  S L A  

90. S L A  

90. S L A  

1 4 1 ,  S L A

I 9 7 9  

1 9 8 0  

1 9 8 0  

1 9 3 0  

1 9 8 0  

I 9 3 0  

1 9 81  

1 981 

1 9 8 2

8 0 , 0 0 0 8 0 , 0 0 0 - 0  . - 0 - Itcglonal s t u d y I n c o r p o r a t i n g  th e  a r e a s

5 0 0 , 0 0 0 5 0 0 , O J O _r>_ - 0 - of Dll 1 I n g h a m  , l.ak.; F-lvu a n d  T.tzLinlna

4 0 , 0 0 0 2 9 , 0 0 0 - 0 - 11 , 0 0 0 L a k e .  P r o j e c t h a s  b e e n  p u t  on h o l d

5 0 , 0 0 0 3 6 , 6 7 4 - 0 - 1 3 , 3 2 6 p e n d i n g  l e g i s l a t i v e  a c t i o n .

3 0 0 , 0 0 0 3 0 0 , 0 0 0 - 0 - - 0 -

5 5 0 , 0 0 0 5 4 6 , 2 1 8 - 0 - 3 , 7 8 2

9 6 1 , 0 0 0 9 6 1 , 0 0 0 - 0 - - 0 -

2 , 0 0 0 , 0 0 0 1 , 7 0 0 , 2 9 8 2 4 2  ,981 5 6 , 7 2 1

1 5 , 0 0 0 1 5 , 0 0 0 - 0 - -0-

T o t a l  B r i s t o l  B a y  A r e a 4 , 4 9 6 , 0 0 0 4 , 1 6 8 , 1 9 0 2 4 2  , 931 114.82 9

a n  m
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A P P E N D I X  B

A l a s k a  P o w e r  A u t h o r i t y

P r o t e c t  S t a t u s  a n d  B a l a n c e s

I n c e p t i o n  to D a t e

C a n  tw e l 1

C h a p t e r  1 0 1 ,  S L A  1 982 $ 7 5 , 0 0 0  S______________2_4

P r o  l e c t ___________________________________  A u t h o r i z a t i o n s E x p e n d i t u r e s

C e n t r a l

C h a p t e r  1 2 0 ,  S L A  1 9 8 0 _______________________2 0 0 , 0 0 0___  z0-

C h  a k a  c h n m n  a

C h a p t e r  90, S L A  1 981 1 . 0 0 0 , 0 0 0  9 9 5 , 0 6 1

C h e s t e r  L a k e

C h a p t e r  90 , S L A 1 9 8 1 1 , 0 0 0 , 0 0 0 338,,673

C h  1 1 kn t H y d r o

C h a p t e r  80, SLA 1 9 7 9 5 0 , 0 0 0 ... 50,,31 9

C o r d n v a  E n e r g y  S u p p l y

A 1 t e r n a t  I v e s

C h a p t e r  4 9,  S L A  1 9 7 9 2 5 0 , 0 0 0 - 0 -

C h a p t e r  80, S L A  1 9 7 9 5 0 0 , 0 0 0 4 6 6 , 2 0 6

C h n p t u r  9.), S L A  1981 7 0 0 , 0 0 0 5 5 9 , 1 9 1

C h a p t e r  50, S L A  1 981 7 0 0 , 0 0 0 1 5 5 , 2 1 7

C h a p t e r  90, S L A  1 981 3 0 0 ^ 0 0 0 301 ,836

T o t a l  C o r d o v a  E n e r g y

S u p p l y  A l t e r n a t i v e s 2 , 4 5 0 , 0 0 0 1 ,482 ,5 0 0

E n c u m b r a n c e s  B a l a n c e _________  P r o j e c t  S t a t u s

1o1

1 S 7 4 , 9 7 6 C o m m u n i t y  c a n n o t  d e c i d e  if c o n s t r u c t -

t i o n  of t r a n s m i s s i o n  is 

w a r  r u n  ted .

- 0 - 2 0 0 , 0 0 0 L o a n .  C o m m u n i t y  v a s t s  O X  I n t e r e s t .

A P A  n o v  a u t h o r i z e d  to l o a n  m o n i e s  at

ex.

- 0 - 4 , 9 3 9 F e a s i b i l i t y  s t u d i e s  o n g o i n g .  S u s l t n u

f u n d i n g  C h a p t e r  1 0 1 ,  S L A  1 9 8 2  b e i n g  

u 1 111 z e d  .

51 , 2 5 0 6 1 0 , 0 7 7 F e a s i b i l i t y  s t u d y  c o m p l e t e d .  F i n d i n g s

a n d  r e c o m m e n d a t i o n s  to be p r e s e n t e d  to 

t h e  H o a r d  of D i r e c t o r s .

- 0 - ( 3 1 9 ) Il'tconna I s s a n c o  s t u d y  c o m p l e t e d .

R e p o r t  a v a i l a b l e .

- 0 -

2 , 0 1 8  

1 0 4 , 9 2 1  

512 , 5 1 3  
- 0 -

2 5 0 , 0 0 0

31 , 7 7 6  
3 5 , 8  *»B

32 .i

. (l.rf.

R e c o n n a I  s t a n c e  s t u d y  c o m p l e t e d .  

F e u s l b i l l . y  s t u d i e s  a r e  o n g o i n g .  

S t u d i e s  to bo c o m p l e t e d  by M a r c h ,  

1 9 3 4 .  in a d d i t i o n ,  C h a p t e r  4 9 ,

S L A  1 9 7 9  a p p r o p r i a t e d  m o n i e s  to be

6 1 9 , 4 5 2 3 6 8 , 0

l o a n e d  to C o r d o v a  for h y d r o  s t u d i o s ,  

v o r d o v u ,  h o w e v e r ,  w a n t s  to u s e  the 

V e d a  to p u r c h a s e  a d i e s e l  g e n e r a t o r .

ec 1 s 1 o n  p e n d  1 n g  .
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A P P E N D I X  B

A l a s k a  P a v e r  

P r o j e c t  S t a t u s

A u t h o r 1 ty 

a n d  B a l a n c e s

I n c e p t i o n to D a t e

P r o j e c t A u t h o r i z a t i o n s  E x p e n d i t u r e s E u c u r a b r a n c e a Bal since P r o j e c t  S t a t u s

C r a  Ir - K 1 a w o c k

* C h a p t e r  90, S L A  1 9 8 1 S 7 5 0 , 0 0 0 $ 6 6 6 $ - 0 - S 7 A 9 , 3 3 A L o c a l  u t l L l t l e s  u n s u c c e s s f u l  In
>•4
«
0

n e g o t i a t i n g  p o w e r  s a l e s  a g r e e m e n t .  

P e r  A P A  n o  a g r e e m e n t  In s i g h t .

>
p
>

Cr o o k e d  C r e e k

X
> C h a p t e r  90 ,  S L A  1 9 8 1 6 2 , 5 0 0 - 0 - - 0 - 62 , 5 0 0 N e g o t i a t i n g  a g r a n t  a g r e e m e n t  wlt'r

t h e c o m m u n i t y  f o r  a w a s t e  h e a t  

p r o j e c  t .

Del tn A r t  1 ctil t u r e

1 C h a p t e r  90, S L A  1 981 2 , 1 5 5 , 0 0 0 l ,921 , 8 A 7 1 7 9 , 7 3 7 53 , AI 6 D e s i g n  a n d  c o n s t r u c t i o n  of a 3 - o h a s u3
2
-

D i s c r e t i o n a r y  F u n d s

d i s t r i b u t i o n  l i n e .  C o n s t r u c t i o n  

c o m p l e  t ed  .

0 C h a p t e r  1 2 0 ,  S L A  1 9 8 0 7 5 , 0 0 1 7 3 . 9 A 8 1 .052 - 0 - F u n d s  u s e d  to c o v e r  c o s t s  of v a r i o u s
<
5 p r o j e c t s .

2
0
*

E n g l o  V l l 1 a p e

r
C h a p t e r  1 0 1 ,  S L A  1 9 8 2 2 5 , 0 0 0 2 1 , 5 6 1 3, A 39 - 0 - C e n u r a t o r  p u r c h a s e d  a n d  is o n l i n e .

t*
r
> E l f i n  C o v e

<
%
» C h a p t e r  1 0 1 ,  S L A  1 9 8 2 2 5 , 0 0 0 - 0 - - 0 - 25 , 0 0 0 D r a f t  r e p o r t  of the e n e r g y  n e e d s  of
c
0
5

t h e c o m m u n i t y  is b e i n g  r e v i e w e d ,

Kl 1 in Vll I a r  e

• C h a p t e r  1 2 0 ,  S L A  1 9 8 0 2 5 , 8 0 0 2 5 , 7 A 7 - 0 - 53 K e c o n n a  1 ssaitce s t u d y  c o m p l e t e d .

R o p o r t  a v a 1 1 a h l e .

F a t r h a n k a  “l u t r l c t  H e a t

C h a p t e r  r>0, S L A  1 9 8 0  

C h a p  te r  90, S L A  1981 

C h a p t e r  90, S L A  1 9 8 1

3 5 , 0 0 0  

A A 0 . 0 0 0  

A , 0 0 0 ,  OOli

3 5 , 0 0 0

2 7 7 , 8 7 9

- 0 -

- 0 -

1 2 3 , 9 9 1

- 0 -

38 

A, 0 0 0

- 0 -  

,1 30

0 0 0

F e a s i b i l i t y  s t u d y  75 p e r c e n t  c o m p l e t e .  

E x p e c t e d  to he c o m p l e t e d  In S e p t e m b e r ,  

1 9 8 3  a t w h i c h  t i m e  A P A  w il l  e x t e n d

T o t a l  F a i r h a n k s  D i s t r i c t
t h e  c i t y  a l o a n  for $A m i l l i o n  

to e n g i n e e r  a n d  d e s i g n  a b o i l e r
Ilea t A, A 7 5 , 0 0 0 312 . 8 7 9 1 2 3 , 9 9 1 A , 0 3 8 1 30 s y s t e m .

■ ■  u h  m  m m h  m m i m  M 1■ Of/ ■ H S ■ 1 m m  m m B

.■■ ■ >
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A l a s k a  P o w e r  A u t h o r i t y

P r o j e c t  S t a t u s  a n d  B a l a n c e s

I n c e p t i o n  to D a t e

P r o  j e c t ___________________________________  A u t h o r i z a t i o n s E x p e n d i t u r e s  E n c u m b r a n c e s  Bal a n c e ______________P r o j e c t  S t a t u s

Fal s e  f a n s

C h a p t e r  1 0 7 ,  S L A  1 9 8 3 $ 6 0 0 , 0 0 0 S - 0 - S - 0 - S 6 0 0 , 0 0 0 N e w  a p p r o p r i a t i o n  e f f e c t i v e

J u l y  2 9 ,  1 9 8 3 .

G a r t i n a  C r e e k t

C h a p t e r  80, S L a  1 9 7 9 2 7 0 , 0 0 0 3 2 , 1 4 2 1 , 4 1 7 2 3 6 , 4 4 1 F e a s i b i l i t y  s t u d y  c o m p l e t e d .  N o

a d d i t i o n a l  f u n d s  h a v e  b e e n  r e q u e s t e d .

G o o d n e w s  B a y

C h a p t e r  1 2 0 ,  SLA 1 9 3 0 4 5 , 0 0 0 2 9 , 0 1 6 - 0 - 1 5 , 9 3 4 R e c o n n a i s s a n c e  s t u d y  c o m p l e t e d .

B a s e d  o n  t h e  r e s u l t s  n o  f u r t h e r  w o r k  

Is e x p e c t e d .

G r a n t  L a k e

C h a p t e r  8 0 , S L A  1 9 7 9  

C h a p t e r  90, S L A  1 9 8 1  

C h a p t e r  1 A 1, S L A  1 9 8 :

I

1

4 0 , 0 0 0

, 0 0 0 , 0 0 0

, 0 0 0 , 0 0 0

4 0 , 0 0 0

9 9 5 , 2 8 7

3 8 6 , 3 5 2

- 0 -

2 2 /

2 1 8 , 3 0 7

- 0 -

4 , 4 8 6

3 9 5 , 3 4 1

F e a s i b i l i t y  s t u d i e s  o n g o i n g .  A 

d r a f t  r e p o r t  I s s u e d  F e b r u a r y ,  1 9 8 3  

Is c u r r e n t l y  b e i n g  r e v i e w e d  by  A P A .

T o t a l  G r a n t  L a k e 2 . 0 4 0 , 0 0 0 1 ,421 , 6 39 2 1 8 , 5 3 4 3 9 9 , 3 2 7

G r e e n  L a k e

C h a p t e r  92, S L A  1 9 8 1  

C h a p t e r  1 4 1 ,  S L A  1 9 8 2 15

8 5 , 0 0 0

, 0 0 0 , 0 0 0

4 5 , 0 4 1

1 . 0 , 0 0 0 , 0 0 0

- 0 -

- 0 -

3 9 , 9 5 9

- 0 -

O r i g i n a l l y  a p p r o p r i a t e d  $ 4 5  m i l l i o n  

f u r  t h e a c q u i s i t i o n .  R e p e a l e d  by

T o t a l  G r e e n  L a k e 1 5 , 0 8 5 , 0 0 0 1* . 0 4 5 , 0 4 1 - 0 - 3 9 , 9 5 9

C h a p t e r  1 4 1 ,  SI.A 1 982 .

G u n n u k  C r e e k

C h a p t e r  80, SI.A 1 9 7 9 1 4 0 , 0 0 0 1 0 3 , 2 1 4 3 5 , 8 0 2 9 8 4 F e a s i b i l i t y  s t u d y  f o r an a l t e r n a t i v e

to t he  K a k u - P e t e r s b u r g  I n t e r t l o .  

S t u d y  Is o n g o i n g .

II n 1 n 0 8 - S k a p  w a y

1 0 , 0 0 0 1 0 , 0 0 0 - 0 - - 0 - F e a s i b i l i t y  s t u d y  c o m p l e t e d .  R e p o r t

<i V 1 11 a h 1 o .

IIonnah W o o d  S t u d y

3 0 , 0 0 0   30 , 0 0 0   - 0 - _______________- 0 -  F e a s i b i l i t y  u t u d y  c o m p l e t e d .  f u n d s

p r o v i d e d  hy  t h e  U . S .  F o r e s t  S e r v i c e .



A P P E N D I X  B

A l a s k a  P o w e r  A u t h o r i t y

J Ll2Jt!Ct S t a t u s  a n d  B a l a n c e s

I n c e p t i o n  to D a t e

P r o j e c t A u t h o r i z a t i o n s  E x p e n d i t u r e s E n c u m b r a n c e s B a l a n c e P r o j e c t  S t a t u s

K a k e - P e  tc r s b u r r

C h a p t e r  9 0 ,  S L A  1 9 0 1 S 5 0 0 , 0 0 0  S 2 2 6 , 3 5 0 $ 1 0 6 , 1 5 0 $ 1 6 9 , 5 0 0 F e a s i b i l i t y  s t u d y  o n g o i n g  a n d  Is

e x p e c t e d  to be c o m p l e t e d  by 

D e c e m b e r  , 1 9 8 3  ,

K a l t a g

C h a p t e r  1 2 0 ,  S L a  1 9 8 0 2 0 , 0 0 0 2 A , 0 0 0 - 0 - ( 6 , 0 0 0 ) R e c o n n a i s s a n c e  s ' u d y  c o m p l e t e d .

R e p o r t  a v a i l a b l e .

K l a n a

C h a p t e r  1 2 0 ,  S L A  1 9 8 0 3 8 , 6 0 0 3 8 , 6 0 0 - 0 - - 0 - R e c o n n a i s s a n c e  s t u d y  c o m p l e t e d .

R e p o r t  a v a  11 a b l e .

K i n g  C o v e

C h a p t e r  50, S L A  1 9 8 0 2 0 0 , 0 0 0 2 0 0 , 0 0 0 - 0 - - 0 - F e a s i b i l i t y  s t u d y  c o m p l e t e d .

R e p o r t  a v a i l a b l e .

K o b u k - S h e n R n a k

C h a p t e r  9 0,  S L A  1 9 8 1 2 0 0 , 0 0 0 2 0 0 , 1 2 8 - 0 - ( 1 2 8 ) R e c o n n a 1 s s a n c  . s t u d y  c o m p l e t e d ,

R e p o r t  a v a i l a b l e .

K o d i a k  I s l a n d

C h a p t e r  90, S L A  1 9 8 1 1 0 0 , 0 0 0 81 ,232 9 , 1 0 0 9 , 6 6 8 P r o j e c t  c o m p l e t e  a n d  t h e  r e p o r t  Is

a v a 1 1 n b l e  .

K o d i a k  U n n t e  H e a t

C h a p t e r  90, S L A  1 9 8 1 N / A 2 1 9 - 0 - ( 2 1 9 ) O r i g i n a l l y  a p p r o p r i a t e d  $ 2 . 5  m i l l i o n

( R e p e a l e d  b y  C h a p t e r  1 6 1 ,  S L A  1 9 3 2 .

K o t z e b u e  D i s t r i c t

C h a p t e r  1 2 0 ,  S L A  1 9 8 0  

C h a p t e r  90, S L A  1 9 8 1  

C h a p t e r  90, S L A  1 9 8 1

6 0 , 0 0 0

1 2 0 , 0 0 0
1 0 0 , 0 0 0

56 ,6 6 0  

1 1 9 , 1 2 1  

9 7 , 3 6 1

3 , 0 8 5

- 0 -

1 0 0

2 , 6 7  5 

8 7 9  

1 , 5 5 9

F e a s i b i l i t y  s t u d y  of energ-' a l t e r n a ­

t i v e s  at K o t z e b u e  c o m p l e t e d .  R e p o r t  

a v a i l a b l e  .

T o t a l  K o t z e b u e  D i s t r i c t 2 8 0 , 0 0 0 2 7 0 , 9 0 2 3 , 1 8 5 5 , 9 1 3



A P P E N D I X  B

A l a s k a  P o w e r  A u t h o r i t y

P r o j e c t  S t a t u s  a n d  B a l a n c e s

I n c e p t i o n  to D a t e

P r o j e c t ___________________________________  A u t h o r i z a t i o n s  E x p e n d  l t u r e s  E n c u m b r a n c e s  B a l  a n c e _________  P r o j e c t  S t a t u s

L a r s e n  B a y

C h a p t e r  8 0 ,  S L A  1 9 7 9  

C h a p t e r  1 2 0 ,  S L A  1 9 8 0

$ 8 0 , 0 0 0  

2 0 0 , 0 0 0
$ 8 0 , 0 0 0  $ 

1 A , A A 9

- 0 -

9 . 8 7 5

$ - 0 -  

1 7 5 , 6 7 6

R e c o n n a i s s a n c e  s t u d y  c o m p l e t e d .  

S t r e a m  g u a g i n g  p r o c e e d i n g  a s  p a r t  of

T o t a l  L a r s e n  B a y 2 8 0 , 0 0 0 9 A . A A 9 9 , 8 7 5 1 7 5 , 6 7 6

t h e  o n g o i n g  f e a s i b i l i t y  s t u d y .

M c C r n t h

C h a p t e r  90, S L A  1 9 8 1 1 5 0 , 0 0 0 1 5 0 , 0 0 0 - 0 - - 0 - G r a n t  p r o v i d e d  to t h e  c o m m u n i t y  for

a w a s t e  h e a t  s y s t e m .  P r o j e c t  

c o m p l e t e d .

N ikol tiki

C h a p t e r  1 0 7 ,  S L A  1 9 8 3 2 0 0 , 0 0 0 — 0 — - 0 - 2 0 0 , 0 0 0 N e w  a p p r o p r i a t i o n  e f f e c t i v e  J u l y  29 ,

1 9 8 3 .

N o m e - K o t z e b u c  A s s e s s m e n t  

C h a p t e r  8 0,  S L A  1 9 7 9 8 0 , 0 0 0 7 9 , 9 5 1 - 0 - A 9 " e a s l b l l l t y  s t u d v  c o m p l e t e d  In H a y ,

1 9 8 0 .  R e p o r t  a v a i l a b l e .

N o r t h  S l o p e  G n s

C h a p t e r  1 4 1  , S L A  1 9 8 2 2 5 0 , 0 0 0 2 1 1  ,597 3 4 , 6 5 4 3 , 7 4 9 F e a s i b i l i t y  s t u d y  a s  an a l t e r n a t i v e

t o  S u s l t n u  Is p r e s e n t l y  o n g o i n g .

N o r t h w e s t  C o a l

C h a p t e r  1 2 0 ,  S L A  1 9 8 0 2 5 0 , 0 0 0 2 A 9 , 0 2  5 - 0 - 9 7 5 F e a s i b i l i t y  s t u d y  c o m p l e t e d .  R e p o r t

a v a  11 a h  1 e .

N u a h a p a k

C h a p t e r  1 2 0 ,  S L A  1 9 8 0 1 5 0 , 0 0 0 1 5 0 , 0 0 0 - 0 - - 0 - G r a n t  p r o v i d e d  to t h e  c o m m u n i t y  for a

w a s t e  h e a t  syiitem. P r o j e c t  c o m p l e t e d .

01 d ILi rlior

C h a p t e r  12 0, : LA 1 9 8 0 9 J , 0 0 0 31 , 8 2 9 - 0 - 9 5 8 , 1 7 1 R e c o n n a i s s a n c e  s t u d y  c o m p l e t e d .

A d d i t i o n a l  f u n d s  vo l-e r e q u e s t e d  for 

f 1 s ea l  y e a  r 1 9 8 5 .
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A P P E N D I X  B

A l a s k a  P o w e r  A u t h o r i t y

I
LO
I

P r o j e c t

O r g a n i c  R a n k l n c

C h a p t e r  9 0 ,  S L A  1 9 3 1

O u z t n k l e  W a s t e  H e a t  

C h a p t e r  90, S L A  1 9 8 1

P e d r o  B a y

C h a p t e r  1 0 1 ,  S L A  1 9 8 2  

C h a p t e r  1 0 7 ,  S L A  1 9 8 3

T o t a l  P e d r o  B a y

Pel 1-can

C h u p t c r  90, S L A  I 981

R u r a l  C o m m u n i t y  F e a s i b i l i t y 

C h a p t e r  90, S L A  1981

H u r al C o m m u n i t y  R e c o n n a i s s a n c e  

C h a p t e r  90, S L A  1 9 81

R u rnl E n e r g y  C o n s t r u e t I  on 

C h a p t e r  1 4 1 ,  S L A  1 9 8 2

R a r a 1 W n  it 1 1; H e a t

C h a p t e r  1 2 0 ,  S L A  1 9 8 0

I n c e p t i o n to D a t e

A u t  h o r l z a  t I o n  s E x p e n d i t u r e s E n c u m b r a n c e s B a l a n c e P r o j e c t  S t a t u s

$ 5 0 0 S 2 06 5 - 0 - $ 2 9 4 O r i g l n u l l y  a p p r o p r i a t e d  S5 m i l l i o n  for

t h e  a c q u i s i t i o n  of  t wo  g e n e r a t o r s .  

R e p e a l e d  by  C h a p t e r  1 4 1 ,  S L A  1 9 8 2 ,

2 5 0 , 0 0 0 5 5 , 0 9 9 1 6 7 , 4 9 2 2 7 , 4 0 9 C o n s t r u c t i o n  of a w a s t e  h e a t  s y s t e m

c o m p l e t e d .  M o n i t o r i n g  to be c o m p l e t e d  

J u l y ,  1 9 8 3 .

2 0 0 , 0 0 0
5 0 0 , 0 0 0

- 0 -

- 0 -
- 0 -

- 0 -
2 0 0 , 0 0 0

5 0 0 , 0 0 0
R e c o n n a i s s a n c e  s t u d y  to b e g i n  d u r i n g  

f i s c a l  y e a r  1 9 8 4 .

7 0 0 , 0 0 0 - 0 - - 0 - 7 0 0 , 0 0 0

4 2 , 0 0 0 4 2 , 0 0 0 - 9 - - 0 - F e a s i b i l i t y  s t u d y  c o m p l e t e d .  R e p o r t
a v a 11 a b l o  .

4 , 6 0 0 , 0 0 0 1 , 4 6 5 , 6 9 7 1 5 4 , 9 5 7 2 , 9 7 9 . 3 4 6 F e a s i b i l i t y  s t u d i e s  b e i n g  p e r f o r m e d

at t w e n t y - e i g h t  c o m m u n i t i e s .

5 6 0 , 0 0 0 5 4 5 , 4 1 0 1 0 0 I 4 , 4  90 Koccan.i 1 u s a n c e  s t u d i e s  .it t h i r t y - s i x

v i l l a g e s  c o m p l e t e d .  R e p o r t  n v n l l - i b l u .

5 , 0 0 1 1 , 0 0 0 2 3 0 , 0 0 4 •)
— t-l 5 9 7 , 1 4 5 2 ,1 72 ,851 hiiiles b e i n g  lined as l o a n s  o r g r a n t s

5 0 0 , 0 0 0 497,015 ^ 0 ^ _   2 , 9 8 5

to c o n s t r u c t  u a n t u  h e a t  syuteniH.

C o n s t r u e t  I o n  of a w a s t e  h u n t  s y s t e m  
c o m p i c  ted .



A P P E N D I X  B

A l a s k a  P o w e r  A u t h o r i t y  

P r o j e c t  S t a t u s  a n d  B a l a n c e s  

I n c e p t i o n  to D a t e

P r o  jec t A u t h o r  1 za t i o n s  E x p e n d  i t u r e s  E n c u m b r a n c e s  B a l a n c e

S a i n t  M a r y  W a s t e  H e a t

M
■4
>

C h a p t e r  9 0 ,  S L A  1 9 8 1 S 3 0 , 0 0 0 $ 6 , 0 1 3

*
0
A
>

S a v o o n g a

>

X
>

C h a p t e r  1 2 0 ,  S L A  1 9 8 0 2 6 . 1 0 0 2 6 , 0 5 0

S c n m m o n  B a y

C h a p t e r  50 ,  S L A  1 9 8 0 1 0 0 , 0 , 0 1 8 , 7 7 9
OO

1

S h u n g n a k

C h a p t e r  1 2 0 ,  S L A  1 9 8 0 1 0 , 6 0 0 39 . 66 6

0
<

5
S k a g w a y  W i n d

0
2
0
X

C h a p t e r  1 2 0 ,  S L A  1 9 8 0 _____ 1 0 0 , 0 0 0 81 ,692

A
0
Si
r

Sol oinon Cut c h

<
A
>

C h a p t e r  9 2 ,  SI.A 1 9 8 1 5 3 , 0 0 0 , 0 0 0 62 ,651 , 6 0 0

C
0
3 S n s 1 1 n a

C h a p  t o r  76, S L A  1 9 7  9 8,1 7 8 , 0 0 0 8 , 1 7 8 , 0 0 0

C h a p t e r  76, SI,A 1 9 7 9 r 1 5 0 , 0 0 0 1 5 0 , 0 0 0

C h a p t e r  50, S L A  1 9 8 0 7 , 0 0 0 , 0 0 0 6 , 8 6 3 , 2 3 8

C h a p t e r  1 2 0 ,  S L A  1 9 8 0 3 , 0 9 5 , 8 0 0 3 , 0 9 5 , 8 0 0

C h a p t e r  7 , S L A  1 9 81 2 , 5 6 0 , 0 0 0 2 , 5 6 0 , 0 0 0

C h a p t e r  90, SI.A 1 9 8 1 1 8 , 1 0 0 , 0 0 0 1 8 , 3 6 6 , 8 1 1

C h a p t e r  1 0 1 ,  SI.A 1 98 1 2 5 , 6 0 0 , 0 0 0 1 8 , 6 0 5 , 7 1 5

C h a p t e r  1 0 7 ,  SI.A 1 9 8 3 2 8 , 0 0 0 , 0 0 0 - 0 -

T o t a l  S u s 1 1 n a 9 2 , 6 6 3 , 8 0 0 5 7 , 7 9 7 , 5 6 6

P r o j e c t  S t a t u s

- 0 -

- 0 -

526

- 0 -

1 8 . 5 0 9

57,267

-0- 
- 0 -  

lJil,7<)2 
-0- 
-< l«  

661 ,51 S 

6 , 0 5 1  , 2 1! r- 
-0-

2 5 , 9 8 7  C o n s t r u c t i o n  of a w a s t e  h e n t  s y s t e m  

c o m p l e t e d .

50  R e c o n n a i s s a n c e  s t u d y  c o m p l e t e d .  

R e p o r t  a v a i l  a b l e ,

_6v,'.'<7 F e a s i b i l i t y  s t u d l u s  c o m p l e t e d .

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

m a r g i n a l .

(2 3 , '■> 66) R e c o n n a i s s a n c e  s t u d y  c o m p l e t e d .  

R e p o r t  a v a i l a b l e ,

C o n s t r u c t i o n  of a w i n d  d e m o n s  t ra t ton 

un it c o m p l e  t e d .

7 , 5 6 9 , 6011

1 0 . 6 9 1 . 1 33

-0-
- 0 -

-0-
-0-
-0-

( 7 2 6 , 3 7 6 )  

6 3  ,002 

2 8 , 0 0 0 , 0 0 0

27,316,628

C c n s t r u c t l o n  c o m p l e t e d .  P r o j e c t  in 

o p e r a t i o n  s i n c e  S e p t e m b e r ,  1 9 B 2 .

F e a s i b i l i t y  s t u d y  c o m p l e t e d .  

A p p l i c a t i o n  h a s  b e e n  s u b m i t t e d  to the 

F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  

f or  l i c e n s i n g  a p p r o v a l .
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A l a s k a  Pouei: A u t h o r i t y

P r o l e c t  S t a t u s a n d  B a l a n c e s

I n c e p t i o n  to D a t e

P r o j e c t ________________________________________ A u t h o r i z a t i o n s  E x p e n d  i t u r e s

S w a n  L a k e

C h a p t e r 1 1 1 ,  SLA. 1 9 7 8 $ 3 3 5 , 0 0 0 $ 3 3 5 , 0 0 0

C h a p t e r 4 9 ,  S L A 1 9 7 9 3 , 1 1 5 , 0 0 0 3 , 1 1 5 , 0 0 0

C h a p t e r 2 5 ,  S L A 1 9 8 0 6 1 6 , 0 0 0 6 1 6 , 0 0 0

C h a  t e r 5 4 ,  S L A 1 9 8 0 1 8 , 0 0 0 , 0 0 0 . 1 8 , 0 0 0 , 0 0 0

C h a p t e r 9 2 . S L A 1 981 4 3 , 0 0 0 , 0 0 0 4 2 , 9 4 2 , 5 3 3

C h a p t e r 9 2 , S L A 1 9 SI 1 0 , 0 0 0 , 0 0 0 9 , 5 5 7 , 8 9 8

T o t a l  S w a n i L a k e 7 5 , 0 6 6 , 0 0 0 7 4 , 5 6 6 , 4 3 1

T .ik at z  C r e e k

C h a p t e r  90, S L A  1 9 8 1 5 0 , 0 0 0 5 0 , 0 0 0

T a n a n a  P o w e r  S t u d y

C h a p t e r  50, S L A  1 9 3 0 3 5 , 0 0 0 3 5 , 0 0 0

C h a p t e r  1 0 6 ,  S L A  1 9 8 3 1 4 5 , 0 0 0 - 0 -

T o t a l  T n n a n a  P o w e r  S t u d y 1 8 0 , 0 0 0 3 5 , 0 0 0

T c n a k a e

C h a p t e r  1 0 1 ,  S L A  1 9 8 2 2 0 0 , 0 0 0 2 0 0 , 0 0 0

T e r r o r  L u k e

C h a p t e r  t i l ,  S L A  1 9 7 3 1 0 0 , 0 0 0 1 0 0  ,000

C h a p t e r  -i9, S L A  1 9 7 9 •30,000 9 0 , 0 0 0

C h n p t u r  4 9 ,  S L A  1 9 7 9 2 , 0 0 0 , 0 0 0 2 ,000,0,00

C h a p t e r  54, S L A  1 9 8 0 1 , 0 5 0 , 0 0 0 i , 0 5 0 , 0 0 0

C h a p t e r  54, S L A  : 9 8 0 f 2 0 0 , 0 0 0 2 0 0 , 0 0 0

C h a p t e r  92, S L A  1 981 I , 4 0 0 , 0 0 0 1 74 0 ) 9

C h a p t e r  92, S L A  1 981 71 , 0 0 0 , 0 0 0 5 7 ,102., 0 0 0

C h a p t e r  92, S L A  1 981 1 0 , 5 0 0 , 0 0 0 2 ,891 , 5 58

T o t a l  T e r r o r  L a k e 8 6 , 3 4 0 , 0 0 0 . 6 3 , 6 0 7 , 5 * 7

T e  1 1 1 n

C h a p t e r  1 0 1 ,  S L A 1 9 8 2 5 0 , 0 0 0 ______ 15,00l)i

E n : urobra n c e s  B a l a n c e_________  P r o  ject S t a t u s

$ - 0 -  $ - 0 -  P r o j e c t  Is u n d e r  c o n s t r u c t i o n .

-0- -0-
- 0 -  - 0 -

- 0 -  - 0 -

1 8 , 2 1 9  3 9 , 2 4 8

 1 4 2 ,941) 2 9 9  ,1 62

161 .1 5 9  3 3 8 , 9 1 0

- 0 -   - 0 -  K e c o n n a l s s n n c c  s t u d y  c o m p l e t e d .

R e p o r t  a v a i l a b l e .

- 0 -  - 0 -  H e w  a p p r o p r i a t i o n  for a p o w e r  l i n e

- 0 -   14 5 , 0 0 0  e x t e n s i o n  e f f e c t i v e  J u l y  2 9  , 1 9 8 3  .

- 0 -  1 4 5 , 0 0 0

 ____ - 0 - _     - 0 -  C o n s t r u c t i o n  ol a d i s t r i b u t i o n  s y s t e m

corn p iC t e d  .

- 0 -  - 0 -  P r o j e c t  la u n d e r  c o n s t r u c t i o n .

- 0 -  - 0 -

-0- -0-
-0- -0-
-0- -0-

1 1 , 6 9 1  1 , 21 4 , ? . 7 0

3 , 8 2  7 , 0 3 4  5,070,-11 6

4 , 4 3 6 , 9 9 9   1 , 1 7 1 , 4 4 3

1 5 ,* JLH i _  ____ 7 , 4 5 6 , 6 2 9

3 5 , 0 0 0    - 0 -  C o n s t r u c t  Io n  of a w a s t e  he... s y s t e m  la

o n iso In is.



A P P E N D I X  B

A l a s k a  P o w e r  A u t h o r i t y

P r o j e c t  S t a t u s  a n d  B a l a n c e s

I n c e p t i o n  to D a t e

P r o j e c t ________________________________________A u t h o r i z a t i o n s  E x p e n d i t u r e s  E n c u m b r a n c e s  Bal a n c e _________  P r o j e c t  S t a t u s

T h a y e r  C r e e k

C h a p t e r  30, S L A  1 9 7 9 S 1 0 0 , 0 0 0 ? , 6 1 , 5 4 7  S - 0 - $ 3 8 , 4 5 3 F e a s l b i l l t y  s t u d y  c o m p l e t e d .  R e p o r t

T y e e  L a k e

C h a p t e r  1 5 2 ,  S L A  1 9 7 7  

C h a p t e r  1 1 1 , S L A  1 9 7 3
A 0 , 0 0 0  

6 5 , 0 0 0
4 0 . 0 0 0

6 5 . 0 0 0

- 0 -

- 0 -

- 0 -

- 0 -

a v a  1 1 a b l c .

P r o j e c t  Is u n d e r  c o n s t r u c t i o n .

C h a p t e r  4 9 ,  S L A  1 9 7 9 2 , 0 0 0 , 0 0 0 1 , 9 9 9  , 7 8 8 344 ( 1 3 2 )
C h a p t e r  0 0,  S L A  1 9 7 S 6 0 , 0 0 0 6 0 , 0 0 0 - 0 - - 0 ^
C h a p t e r  1 2 0 ,  S L A  1 9 3 o 1 5 , 0 0 0 , 0 0 0 1 4 , 6 5 3 , 7 8 9 7 4 , 5 3 4 2 7 1 s 67 7
C h a p t e r  92, S L A  1 9 81 4 0 , 0 0 0 , 0 0 0 35 , 9 62  , 58 6 2 , 1 4 4 , 1 1 6 I , 8 9 3  ,1 9 6
C h a p t e r  92, S L A  1 9 8 1 5 , 0 0 0 , 0 0 0 4 , 3 8 1  . 9 4 8 6 2 7 , 1 4 3 ( 9 , 0 9 1  )
C h a p t e r  1 4 1 ,  S L A  1 9 8 2 2 0 , 0 0 0 , 0 0 0 1 9 . 3 7 3 , 8 1 5 1 3 9 . 5 0 1 4 8 6 , 6 8 s

T o t a l  T y e e  L a k e 8 2 , 1 6 5 , 0 0 0 7 6 , 5 3 7 . 0 2 6 2 , 9 8 5 , 6 3 8 2 , 6 4 2 , 3 3 6

Un nlallcct

C h a p t e r  1 2 0 ,  S L A  1 9 8 0 1 0 0 , 0 0 0 71 ,631 2 8 , 3 6 9 - 0 - C o n s t r u c t l o n  of a w i n d  s y s t e m

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

U n n l a s k a

C h a p t e r  1 2 0 ,  S L A  1 9 8 0 1 0 0 , 0 0 0 91 ,778 8 , 2 2 2 - 0 - E x p l o r a t o r y  d r i l l i n g  g e o t h e r m a l
C h a p t e r  90, S L A  1 9 8 1 3 8 0 , 0 0 0 4 5 , 8 6 0 3 3 4 , 1 4 0 - 0 - e n e r g y  Is o n g o i n g .
C h a p t e r  90, S L A  1 9 8 1 5 , 0 0 0 , 0 0 0 2 , 1 3 7 , 3 2 2 2 , 5 5 6 , 3 9 3 3 0 6 , 2 8 5

4 4 , 2 5 9 - 0 - I 9 .2 60 24 . 9 9 9

T c t n l  Until a s k a 5 , 5 2 4 , 2 5 9 2 , 2  74 , 9 6 0 2 , 9 1 8 , 0 1 5 331 ,2 84

V a r i o u s  V l l l a t ; c s

C h a p t e r  1 2 0 ,  S L A  1 9 8 0 2 0 0 , 0 0 0 1 9 7 , 0 1 6 - 0 - 2 , 9 3 4 R e c o n n a i s s a n c e  s t u d i e s  at e i g h t e e n

v i l l a g e s  c o m p l e t e d .  R e p o r t  a v a i l a b l e

V ll l n p . n  E l e c t r i f i c a t i o n

C h a p t e r  1 2 0 ,  S L A  1 9 3 0 1 2 5 , 0 0 0 1 2 5 . 0 0 0 - 0 - - 0 - C o m p l e t e d  s t u d y  on t h e  f c a s l h t l  lty

of u t r a n s m i s s i o n  s y s t e m .  R e p o r t  

nv.i 11 a It I u .



A P P E N D I X  B

A l a s k a  P o w e r  A u t h o r i t y

P r o j e c t  S t a t u s  a n d  B a l a n c e s

I n c e p t i o n  to D a t e

A u t h o r i z a t i o n s  E x p e n d i t u r e s  E n c u m b r a n c e s  B a l a n c eP r o j e c t  

W e s t  C r e e k

C h a p t e r  1 2 0 ,  S L A  1 9 8 0  S 9 0 0 , 0 0 0

C h a p t e r  90, S L A  1 9 8 1  1 , 0 0 0 , 0 0 0

C h a p t e r  1 9 1 ,  S L A  1 9 8 2  2 0 0 , 0 0 0

T o t a l  W e s t  C r e e k  1 , 6 0 0 . 0 0 0

W h i t e  M o u n t a i n

C h a p t e r  1 2 0 ,  S L A  1 9 8 0   2 9  , 1 0 0

T o t a l  P r o j e c t s  ^ 5 9 0 , 1 8 0 . 0 5 9

$ 3 9 9 , 9 8 1  $ - 0 -  $ 1 9

9 9 8 , 2 3 8  - 0 -  1 , 7 6 2

_________ 75, 9 6 0  1 8 , 2 3 7  1 0 5  , 8 0 3

1 , 9 7 9 , 1  79 1 8 , 2 3 7  1 0 7 , 5 8 9

2 9 , 0 0 0   - 0 -   1 0 0

P r o j e c t  S t a t u s

F e a s i b i l i t y  s t u d y  o n g o i n g .  A P A  is 

s t u d y i n g  t h e  f e a s i b i l i t y  of u t i l i z i n g  

a n  e x i s t i n g  C a n a d i a n  t r a n s m i s s i o n  

s y s  t e m .

R e c o n n a i s s a n c e  s t u d y  c o m p l e t e d .  

R e p o r t  a v a i l a b l e .



A P P E N D I X  C

Status of Recommendations b y  Price W aterhouse (PW) 

In M anagement Report D a t e d  12/10/82

P W  R e c o mmendation

R E C O M MENDATION 1 : **

C o n sideration should bo given to the development 

of an integrated financial m a n a g e m e n t  and r eport­

ing s v s t e n .

The State o f  Alaska's financial r e p o rting systen 

w h i c h  Includes Alaska P ower Autho r i t y ' s  a p p r o p r i a­

tions and related e x p e n d i t u r e s  is p r i m a r i l y  o p e r­

ated on a  centr a l i z e d  b asis w i t h  the n a j o r  effort  

be i n g  carried out in Juneau. As commenced upon in 

i-.commendation No. 2, the S t a t e ' s  s ysten is p r i­

ma r i l y  d i r ected to overall financial control over 

general government e x p e n d i t u r e s  and, therefore, 

the type of lnfornation g e n e rated is not d i r e c t­

ed toward p r o v iding the type o f  m anagement r e­

ports required to enhance n a n a g c n c n t  of c o m m e r­

cial type activ i t i e s  such as the construction and 

m anagement c f  power g e n e r a t i n g  facilities.

Further, the reports are p r e pared on the basis of 

e x p enditures and encum b r a n c e s  with no recognition 

b e i n g  a ccor d e d  accou n t s  receivable, accou n t s  p a y­

able o r  othet eleme n t s  of the financial statcr.-ncs 

o f  the A l aska Power Authority. In addition, taa 

c u t -off date for data included in Che reports is 

b ased upon a budget y e a r  r a - h c r  than established 

to facilitate prepa r a t i o n  o f  m o n t h l y  o r  annual 

accrual basis financial statements. T h e  above 

factors make the usefulness o f  tho reports limited 

p r i m arily to cash d i s b u r s e m e n t s  and budge t a r y  c o n­

trol.

Further, d u r i n g  Fiscal Year 1982 tho A u t h ority i s­

sued $ 1 1 5 , 0 0 0 , 0 0 0  and $ $ 0 , 0 0 0 , 0 0 0  of v a r iable rate 

d emand notes for the T e r r o r  Lake and Tyee Lake 

H y d roelectric Projects, respectively. Under terms 

o f  the v a r iable rate demand n o t e  resolutions, the 

A u t h ority establ i s h e d  special funds w i t h  the 

trustee into w h i c h  the proceeds of the notes wero 

d eposited a n d  s u bsequently invested. As discussed 

In R e c o mmendation 13, these a c c o u n t s  are not a f­

forded general ledger control.

D uring Fiscal Year 1982, the A u t h o r i t y  acquired 

the Swan Lake H y d r oelectric Project an- retained 

the City of K e t c hikan to act as agent to complete 

c o n struction o f  the Project, H i e  C i t y  has c o m­

plete control o v e r  the p r o ceeds from project fi­

nancing arrangements, p o w e r  p r oject loans and 

State a p p r o priations for c o n s truction, and m a i n­

tains all a c c o u n t i n g  records for the project.

In order to p r epare financial statements In a c­

cordance w i t h  general 1' a c c epted accoun t i n g  p r i n­

ciples, the three r e c o r d k e e p i n g  systems i d enti­

fied above (State of Alaska C e n e r a l  Fund e x p e n d­

itures, trustee a c c ounts a ndthe C i t y  of K e t c h i­

kan's Swan Lake Project records) nunc bn merged 

to generate a trial b a l ance of all of the A u t h o r­

ity's financial activities. Further, as each 

s ystem is actually a c a s h  b ants record, dotall 

accruals must be prepared and transactions r e v e r s­

ed at each reporting period.

Status as of 

OA/Ol/83 Corments

Partial capabi l i t y  to a d dress this 

recommendation will be a v a i l a b l e  throuch 

A P A ' s  new automated C / L  s ystem on 

April 15, 1983.

T h e  r o w  au t o mated system will be an e x p e n d i t u r e  and 

funding cracking system for APA e nergy projects. It 

will produc recounting reports but it w i l l  not produce 

managers.ic reports such as those m e n t ioned in this PW 

recommendation. The system is an a c c o u n t i n g  s y s t e m  not 

a m a n a g e m e n t  information or financial manage m e n t  

system.

No t  being addressed at the p r esent tire. Sac Recemmendaclon No. A.

Capability w i l l  be available OA/15/63. See Recommendation No. 13.

Trial balances i.re being run only as tho d a t a  is input 

into the computer system. No manual trial balances 

have been run since PW ran theirs in December.

A manual general ledger n ystem has been p o a c e d  since 

rtl's review but trial balance statements h a v e  not been 

prepared.

*» - Sane Recommendations m a d e  in prior year rjnagement letter dated 10/26/Hl.

- 4 1 -
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P'.' Recom m e n d a t i o n

Status as of

Os/Ol/83 Corments

R F C O y E N D A T I O N  NO. 1 fcont'd)

During o u r  current y e a r  examlnat. si, w e  noted

that manag e m e n t  is u n able to g e n erate the

following b asic financial information without

significant manual e f f o r t s :

- General ledger trial b a l a n c e s  s h owing all 

assets, liabilities, r e v e n u e s  and expenses 

as of a n y  partic u l a r  date for the A u t h o r­

ity's activi t i e s  as a whole

- Monthly o r  q u a r terly financial statements

• Annual financial reports

- Financial status reports for thr Board of 

Directors' m o n thly m e e t i n g s

- Deferred project coat status reporcs

- Constr u c t i o n  w o r k  in p r o g r e s s  status reports

- Contract status reports

• Power p r oject loans (payable and receivable) 

trial b a l ances Including Interest accruals

- Invested cash and related lnterrat accruals 

for v a rious bank accou n t s  restricted by 

terms of note resolutions

• Trial balances of accounts payable, contract 

retalnaget and payroll r e lated liabilities

• Status of the Swan Lake C o n s t r u c t i o n  funds, 

Investments and lnterust earni n g s  as 

mainta i n e d  by Ketchikan P ublic Utilities

- Inventory and fixed asset reporting

Partial capability will be available  

04/15/R3 w h e n  n e w  automated C / L  

system is scheduled to come on-line.

Accordingly, wo stress tho need for a 

c o m prehonalvo reporting syotcin based u p w’ tho 

accrual n o c h o d  of accou n t i n g  w h i c h  would 

facilitate the establishment of rates to tie 

charged to p r ospective users of electrical 

power as well as provide key roporta to iranaie- 

nont for p l a n n i n g  and control. We envision .lie 

fallowing to be examples nf the output of such 

a system:

- Reporting of financial r*sults by major 

p ower g e n e r a t i n g  facility.

- Reporting In d s u l l ,  o f  c o s t a  of operation 

of d epartments w i t h i n  major r e s p c n s l b l 1 lty 

areas (e.g., gtnoratl'n, transmission, m a i n­

tenance, .idrainl'trncion, etc.).

- Budgetary guidelines and c o ntrol at all of 

the above levels.

- Key Item reporting o f  statistical and other 

data (e.g., kilowatt hours o f  power generated 

and used, overtime hours, equipment usage 

hours, etc.).

Subsystem is currently being planned 

to address this. The system 

development project has Just begun 

and no Implementation data has been 

established.

Capability will be available 

04/15/83.

(lot addressed.

T h e  points m e n t i o n e d  In this recommendation w i l l  gener a l l y  

be a d d r essed by the n e w  automated G / L  systep. However, th 

s y s t e m  will not p r ovide all -he Information n e e d e d  for som 

of these reporcs. For Instance, one wiil be a b l e  to r e­

trieve l ntorcation of the expenditure h i s t o r y  o f  a p a r­

ticular constr u c t i o n  project. But the system v l l l  not pro 

ducc all the information n anaaerenc r.ccds to a c c c r t a i n  w ha 

tho status of a constr u c t i o n  project is. Thus, construct!, 

w ork-i n - p r o q r e s s  status reports will not be p r o d u c e d  by thi 

systen. Fur-hcrrore, e v e n  the expenditure information cn ; 

constr u c t i o n  received frcn the s ystem m a y  not be c o rrect 

due to the discre p a n c i e s  caused by the lack of an accurate 

accrual s ystem (see Recormendntion No. A).

T he s ysten will h a v e  the capability to produce r o n t h l y  and 

q u a r t e r l y  financial statements and financial s tatus report 

for the Board of Directors' m o nthly meetings. However, 

m anagement h a s  not instituted c ontractor billing 

requirements w h i c h  are needed Co assure an accurate 

a c c rual-based a c c o u n t i n g  aysten. Thus, these financial 

statements and reports m a y  not be produced b e c a u s e  there i 

insufficient d a n  in this system to assure Che a c c u r a c y  of 

the syatem-prc. '. reports.

See Recom m e n d a t i o n  Ho. 3.

See Recommendation No. 2.

Will not be addressed bv planned system.
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F J  Recom m e n d a t i o n

Status as of

04/01/S3 Co-ments

RECOypiENDATION NO. 1 fcont'd)

Because of tho factors d e s c r i b e d  In the o p ening 

paragraphs of this r e c o m m endation, w o  b e lieve 

that the present m a n u a l  e f f o r t s  could soon b e­

come inadequate for Che A u t h o r i t y’s purposes. 

Necessarily, therefore, c o n s i d e r a t i o n  must also 

be g i v e n  to the data p r o c e s s i n g  m e l h o d  w h i c h  will 

provide adequate Interface w i t h  Che State's a c­

counting requirements. In this respect, It 

should be kept In mind that a n u m b e r  of desirable 

subsystems should be p r o vided for. As more fully 

d i s c ussed in the r e c o m mendations following, it 

would be h ighly d e s i r a b l e  to d e v e l o p  a nd/or c o m­

puterise the following Inform a t i o n  needs:

Fixed asset data base, Including equipment 

maint e n a n c e  schedules, cast and life cycle 

cose analysis.

Not being addressed. See R e c o m m e n d a t i o n  No. 3.

Deferred p r o ject costs and constr u c t i o n  work 

in progress.

C a p a b i l i t y  available 04/15/83 See c o n sents on deferred status reports stated above.

I nventory control, Including economic o r d e r 

quantities, a u t o m a t i c  reorder capabilities, 

etc.

N o t  b e i n g  addressed. S ee R e c o mmendation No. 3.

A c c ounts receivable and b i l l i n g  functions,

- A c c ounts payable, Including encumbrances.

Sen R e c o mmendation No. 4.

O u r  discussions w i t h  m a n a g e m e n t  h a v e  d l s d o a o d  

(hat a system is p r e s e n t l y  b e i n g  Installed and 

"'sc d i s bursements reflected by the State's s e­

ati n g  system are b e i n g  c a p t u r e d  for r e c o r d­

kee p i n g  purposes. Ua a p plaud these efforts but 

stress the need to Integrate nil o f  Che A u t h o r­

ity's scclvitlea u n d e r  o n e  s ysten on an accrual 

basis in a ccordance w i t h  g e n e r a l l y  accepted a c­

cou nting principles.

A P A  will have these c a pabilities on 

0 4 / 15/83 w h e n  new system Is 

s c h e duled to be operational.

T he n e w  system will have the capability to Implement an 

accrual based system. Management will have to d i ctate 

w h e t h e r  or not that accrual-based system Is adopted (tee 

R e c o mmendation No. 4).

Further, as half of Fiscal Year 1983 has a l ready 

transpired, w e  urge the Board to assess the p r e­

sent system's c a p a b i l i t i e s  In terms of a n t i c i p a t­

ed g rouch of the A u t h o r i t y  a nd comm!- sufficient 

resources to ne conti n u e d  devel o p m e n t  and 

lsiplvmentatlon or an Integrated financial 

m anagement system.

Unknown. It was beyond the scope of our audit to a sseaa the 

a nticipated grouch of the Authority In o r d o r  to d e t e r­

mine the system'n capability to a ddressing this growth.

RECOMMENDATION HO. 7 1 *•

As the Authority begins to o p e r a t e  and m a i ntain 

g eneration faellltlea, c o n s i d e r a t i o n  should be 

given to d eveloping enterprise fund accounting 

end budgeting m e t h o d s .

The current a c c o u n t i n g  a n d  b u d g e t i n g  systems have 

an appropriation or governmental fund a ccounting 

and budgeting o rientation. As the Authority b e­

comes more Involved In the o p e r a t i o n  and m a i n­

tenance of various projects, c o n s i d e r a t i o n  should 

be given to a d o pting b u d g e t i n g  a n d  a ccounting 

methods designed to servo the needs of government 

owned enterprises.

Tills capability will be available 

to APA through Its now s ystem on 

April 15, 1981.

T here Is only one opera t i n g  entity under APA's control nuw. 

T here w e r e  Insufficient system generated reports to 

thorou g h l y  dotonnlne w h e t h e r  or not all the points 

a d d r essed in thin recommendation will bn Included In the 

ayatcm. However, we generally feel that o p e r a t i n g  entitles 

will he adequa t e l y  accounted for through the FERC s y s t e n  or. 

w hich the n e w  (1/1. system 1a based.
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FV Recorrend.it ion
Status as of

04 / 01/33 Comments

KECCin-NDATIPN NO. 2 ( c o n f d )

Enterprise funds are g e n e rally establ i s h e d  to a c ­

count for the operation o f  self-supporting a c t i v i­

ties of governnental units w h i c h  render revenue- 

producing services to customers. Regardless of 

the organizational p a t t e r n  or the exact n a t u r e  of 

the services rendered, the signif i c a n t  attribute 

o f  e nterprise activities Is that they are p r i m a r­

ily financed by charges to c u s t o m e r s  and the a c­

cou nting for them must m a k e  It possible to uhow 

w h ether they arc o p e r a t i n g  e f f i c i e n t l y  and at a 

profit similar to comparable p r ivate enterprises.

In this regard, all a c c o u n t i n g  s h o u l d  be d o n e  via 

one set of accounts o r  fund for e ach power g e n e r­

ating facility o perated (I.e., one enterprise 

fund or general ledger should be used to account 

for all transactions). Additional funds o r  a c­

counts should be e stablished to account ijr the

Pow.-r Project Loan Fund, the Power Development

Fund, the Power Cost Assistance Fund, the Rural 

Electrification R e v o lving Loan Fund, the Grant 

Fund, and the O p e r ating Fund of the Authority.

Felow Is a brief e xplanation of the accounting

and b u d g eting method w h i c h  should b e  employed in 

a ccounting via an enterprise fund.

Enterprise Fund Accounting

Accounting for governmental enterprise funds, like 

that for private proflt-maklnr. business, should 

be on an accrual basis. This m e a n s  that revenues 

should be recorded w h e n  e arned and expenses r e­

corded w h e n  liabilities are a c t u a l l y  I n c urred. At 

the present time expenses are recorded when funds 

are paid c r  encumbered with appropriate audit a d­

justments at year-end dates.

Enterprise Fund Pudgetlng

Since enterprise funds arc. self-supporting, o p e r­

ational and commercial In nature, expenditures 

should not be controlled by means of detail or 

rigid appropriations. Due to the nature of the 

activities being performed, the expenditures will 

v a r y  w ith the timing and d emand for services.

If expenditures are r i gidly controlled, necessary 

expansion of activities and satisfactory p e r f o r m­

ance r a y  be Impeded, or In anticipation of budget 

shortages, officials are likely to ask for a larger 

a p p ropriation than la actua l l y  ncedod. In the in­

terest of managerial flexibility a n d  practicality 

It is recommended that formal b u d g etary a p p r o p r i a­

tions he prepared! however, tho flexible budgeting 

concept should be used so that modifications, 

based o n  c hanges In clrcunstjnces o r  project 

scopes, can be Integrated Into the budget process.

The s ystem will have tho c apability to accruei w h ether H  

not that practice will be adopted la a manage m e n t  decision, 

(sen Recommendation No. 4).

S T A T E  O F  A LA SK A - 4 4 -
r/-'

D IV IS IO N  O F  L E G IS L A T IV E  A U D IT



.‘W  Kocoir.end.Tt lon

S tatus as of

04/01/83 O r —o p ts

RSCOfflEKPATICN NO. 3: **

T h e  planned s vston which will address this rcccmmencaticn 

is not as c o m p rehensive as Price Waterhouse w o u l d  like it 

to be. It w i l l  Include n e lcher e q u i pment m a i n t e n a n c e  

schedules w i t h  cost and like cycle cost analysis nor 

inventory control functions such e c o nomic order  

qualities, a u t o matic r e o rder capabilities, etc. /see 

Recocn e n d a c t c n  No. 1).

T h e  systen advocated b y  P W  s»ees to be an inventory;fixed 

a sset financial management systen. The plarned s y s t e n  will 

o n l y  be a traekine s y sten o f  fixed assets.

T h e  specific systen requirements recommended b y  P W  fiters 

2, 3, 4, 9, 10, and 11) ulll not be addressed b y  the p l anned  

systen. Itcns 2 &  3 w o u l d  probably be p r o ducts of a fin-. “»! 

r e v enue rates, management systen. Itens 4, 9, 10, 11 are 

p o l i c v  decisions which rust be rade b y  A P A  m a n a g e m e n t  and 

T h e  system ahep'.'l ensure that: then integrated into the p l a n­

ned  svsten d e s i g n  if management e lects to do so.

2. The status o ' constr u c t i o n  in progress is 

readily d e t c  nlnable.

3. Constr u c t i o n  in progress is transferred 

to fixed a ssets in a  t lrely manner.

4. Lives assigned to assets arc reasonable,

5. A ssets are p r o p e r l y  classified (as b e­

tween land, p o w e r  structures and improve- 

nents, produc t i o n  ylant equipment, trans­

mis s i o n  snd distri b u t i o n  equipment, s p e­

cial equipment items, etc.).

6. Suppor t i n g  docume n t a t i o n  for costs o f  sll 

asset additions and author i s a t i o n  for 

di s p osals and transfers is easily 

obtainable.

7. Costs are p r o p e r l y  alloc a t e d  b e t ween a s­

sets purchased from State contributed 

monies and o p e r a t i n g  revenues.

B. D e preciation is p r o perly calcul a t e d  on a 

timely basis.

9. Transf e r r e d  a ssets are p r o p e r l y  docuaient- 

oi, authorised and a c c o unted for.

10. A  physical inventory of fixed assets 

shouldbe taken p e r i o d i c a l l y  and compared  

to detail p r o p e r t y  records.

11. A general p o l i c y  regar d i n g  c a pitalizing 

or e x p e n s i n g  of fixed asset expenditures 

should be formalized.

fixed asset records and c o n trols should be S ystem d e v e l o p m e n t  project to

es t a b l i s h e d . address this recommendation has

been Initiated. Scheduled 

At the present time, detail financial account- implementation date of this system

ing records for fixed assets a r c  m a i n t a i n e d  on is September, 1983.

worksh e e t s  for all a ssets related to power 

projects o r  used in the a d m i nistrative p r o­

cess. While all of the A uthority's p r o perty 

is p r e s e n t l y  contri b u t e d  by the State, a more 

complete a c c o u n t i n g  s ysten for fiscal asnots 

should be e s tablished, if desirable  

accou n t a b i l i t y  a nd control a r c  to be a t­

tained.

further, a  s y s t e m  for c a l c u l a t i n g  d e preciation 

is a  p r erequisite in e s t a b l i s h i n g  a ppropriate

1. Itcns a c q uired and d i s posed of o r  r e p l a c­

ed are p r o p e r l y  recorded. .
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I
Status as of

P W  Reconr.pnd.ic ion_____________________  04/01/63

NO. U; **

P rocedures should bo e s t a b l i s h e d  to provide .ic- 

ournce and t l n c l v  a c c ounts p a y a b l e  a c c r u a l s .

T h e  current a c c o u n t i n g  s ysten d o e s  not provide 

l or an a c c urate c u t-off o r  g e n e r a t e  a complete 

accounts p a y a b l e  accrual at the er.d of the fiscal 

year. The State's a c c o u n t i n g  s y s t e n  provides 

that o p e r ating disbursements m a d e  in July o r  

A ugust related to the fiscal y e a r  ended on the 

preceding J u n e  30th c a n  be c h a r g e d  to the 

p r e c eding y e ar's appropriation. However, as the 

Authority's expend i t u r e s  are p r i m a r i l y  r e l ated to 

capital projects, no accrual is effect i v e l y  made.

t.’c recommend that the A u t h o r i t y  u t ilize the 

State's disbursement reports as the source data 

for prepar a t i o n  of a m o n t h l y  o r  annual accounts 

p a yable accrual (depending on frequency of 

in-house financial statement preparation). The 

procedures s hould e n s u r e  that:

1. An accur a t e  c u t -off o f  a c c o u n t s  payable, 

expenses o r  construction w o r k  in process is 

made to facilitate m o nthly o r  annual 

financial statement preparation.

2. Accounts payable are p r o p e r l y  identified by 

vendor o r  Account.

3. Contract rctalnagcs are p r o p e r l y  accrued.

U ,  Payables arc p r o p e r l y  c l a s s i f i e d  as to 

current a n d  long-tenc liabilities.

5. Trial b a l ances of the a c c ounts payable s u b­

sidiary ledger arc p e r i o d i c a l l y  reconciled to 

tho general ledger control a n d  ouch r e c o n c i l­

iations are reviewed and a p p r o v e d  by an a p­

propriate accoun t i n g  official.

I
I
1
I
I
I
i
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Has n o t  been implemented ar this 

time.

1
f l

I
I
I
B

T h e  system w ill h a v e  the capabi l i t y  to a d d ress t h e  conceri 

of P V  r e l ating to an accrual basis. F a n a e e m e n t  h a s  not 

e s t a b l i s h e d  a formal p o l i c y  r c a u irlng c o n t r a c t o r s  to get 

b ills into APA In a t imely m anner. This p o l i c y  will be 

required to e s t a blish an accrual based a c c o u n t i n s  s ysten 

I’r.tsl that p o l i c y  is established, ic does not r e a l l y  r a t t e r  

c h a t  the svsten's c a p abilities arc. Tt is a n a n a c e n e n c 

decis i o n  w h e t h e r  or not to initiate an a c c r u a l - b a s e d 

system; the system will a c commodate this decision.

I
1

I

I
C a r re  PCs___________________________________________________________



PVT Rccorrr.eng.itIon

Status as of

04/01/83 Torrents

R
H

3 E C C ?yKNDATI0N 5:

I
I
R
I
1
R
I
I
P
I
I
II 
II

A f o r r a l  a c c o u n t in g  g o l t c v  p r o c e d u r e s  r a n u . i l  

s h o u ld  be  p r e p a r e d  an d  u t i l i z e d  I n  c o n n e c t io n  

w i t h  .in  in t e g r a t e d  a c c o u n t in g  s v s t c n .

Prop.ir.itlen o f  this m anual s hould bo performed 

w i t h  the direct p a r t i c i p a t i o n  o f  those employees 

respon s i b l e  for financial s y s t e m s  and will ensure 

that employees under s t a n d  financial systems. Use 

o f  a p o l i c y  and proce d u r e s  m a n u a l  prevents 

d u p l i c a t i o n  o f  work, o v e r l a p p i n g  o r  omission of 

Important functions, m i s u n d e r standings, and other 

situa t i o n s  w h i c h  m i g h t  result in weakening  

internal accou n t i n g  contr o l s  and inefficiencies. 

In addition, t r a ining n e w  em p l o y e e s  would be 

facilitated. Some o f  the Items that are normally 

included in an a c c o u n t i n g  manual arc:

descri p t i o n  of the basic account c oding 

structure, a chart o f  accou n t s  and a 

d e scription o f  Items to be Included in Che 

respective accounts;

b. a c c o u n t i n g  polic i e s  i n c l uding p rocedures 

for recording

1. teems of a routine nature,

2. liens of an unusual nature,

3. jour ' e n tries I n c l uding required

app. .1

flowcharts o f  m a j o r  a c c o u n t i n g  applications 

and a descri p t i o n  o f  h o w  each transaction 

ihould be docume n t e d  and recorded;

d. rxamplcs of compu t e r  printouts and 

documentation of h o w  these reports work 

together.

pjrcoiy.EUDATio;i wo. 6:

T he A u e h orltv s h o u ld strive tn  generate m o n t h l y 

or q u a r t e r l y  financial s t a t e m e n t s .

A f t e r  an integrated financial management s ystem 

is in place, the Autho r i t y  w i l l  h a v e  the 

c a p a b i l i t y  of Issuing m o n t h l y  financial 

statements. M o n t h l y  financial reporting is 

consi d e r e d  essential to m a n a g e m e n t ' s  effective 

control of the o r g anization and n e c e ssary in 

light of the A u thority's Intent to Issue long­

term revenue b onds at project completion. 

C u r r e n t  audited financial s tatements are 

r outinely Included in the official statements 

related to such bond offering!.

Additionally, the A u t h o r i t y  : m /  o f f e r  siu-h 

revenue bonds w i t h  the assist a n c e  o f  an 

u n d e r w r i t i n g  syndicate. Underw r i t e r ' s  routinely 

request "comfort lcttPrr." from the issuor's 

Independent accountants w h i c h  s erve to assist the 

u n d erwriters tn their Investigation of financial 

and a c c o u n t i n g  d a t a  reported b y  the issuer. lit 

o rder to p r e pare o f f e r i n g  c i r c u l a r s  and related 

comfort letters it Is essential that the 

iccountlng records be mainta i n e d  o n  a current 

basis and «uL)cct to an adeeuate system of 

internal a c c o u n t i n g  a nd m a n a g e m e n t  controls.

II
I . nS'.'V.",.

Expected corpl e c l o n  date, June 30, 

1983.

A P A  personnel have started p r e p aring a formal a c c o u n t i n g  

p o l i c y  and procedures ranual. T h e  n a nual is e x p e c t e d  to 

u c  completed by June 31*, 1983.

Plan to be capable of generating 

qu a r terly reports by April 15, 

1983.

Th e  APA plans to be capable of p r o d u c i n g  q u a r t e r l y  f i n a n­

cial reports as of April If#, 1983, w h e n  their g e neral 

ledger systen is operational. Because o f  lato c o n t r a c t o r  

billings, APA does not feel m o n t h l y  r e p orts are practical 

If APA's systen is capable of p r o d u c i n g  a c c u r a t e  quar'.erly 

reports then providing bond underw r i t e r s  w i t h  " c o n f o r t  

l e t ters” should not be a m ajor problem.
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P.J Recom m c n d a c i o n

S tatus as o f  

01/01/82 r r m e n t s

nECOMEHPATTCS' NO. 7:

The Board of Direc t o r s  should c o n s i d er the merits 

o f  receiving inrertn reports of financial a c t i v - 

l f  frog the Finance Don.irt.-cnt.

A PA m a n a g e m e n t  does not p l a n  to 

Implement.

Wo recommend that consid e r a t i o n  be given to p r o­

vid i n g  the Board v l t h  s u mmary k e y  information cn 

a m o n t h l y  basis such as investment activity, c o n­

struction work in progress and d e f erred project  

cost status, and budget to actual comparisons of 

revenue and expenditures. Such information 

should be prepared on an accrual basis and will 

facilitate the Board's r e v i e w  of available p r o­

ject funding and d e c ision m a k i n g  regarding timing 

o f  p r o posed bond issues o r  requests from the State 

for additional project funding.

H E C Q yvrNDAIICN NO. 8;

The A u t h ority should consi d e r  o b t a i n i n g  a hlch 

level operational review o f  the data pro.easing 

function In llcht of expected g rowth of the A u t h­

ority.

Has not been implemented at this 

time.

As the Autho r i t y  c o n t inues to g r o w  and its v a r i­

ous p o w e r  g enerating facilities b e c o n e  operative, 

the Autho r i t y  will, b y  necessity, increasingly 

rely o n  the use of e lectronic d a t a  p rocessing 

methods. Accordingly, w e  believe that the A u t h o r­

ity s hould c o n s i d e r  o b t a i n i n g  a h i g h  level o p e r a­

tional r eview of the d a t a  p r o c e s s i n g  function to 

ensure that the system b eing d e v e l o p e d  is c o m p a t­

ible w i t h  the a n ticipated growth o f  the Authority. 

Such a review is intended to h i g h l i g h t  major areas 

for Improvement, prior i t i z e  speci f i c  areas which 

should be modified, and prove useful in assisting 

the A u t h o r i t y  in identifying and obtaining a d d i­

tional services as required. S u c h  a review Is g e n­

era l l y  termed a computer installation effectiveness 

r eview and gener a l l y  w o u l d  focus on the following 

polntsi

C o m p u t e r  Oprrationr. -

* Physical arrange-cnt of facilities

- A p p roach to Job scheduling

- Approach to data ccntrol

• Backup capabilities

- System/data security con-rols

• D i s a s t e r  recovery plans

* Separation of duties

A p p l i c a t i o n  Systems Effecclvrnena -

- S a tisfaction of user requirements

- Timeliness, accuracy, and reliability of 

r eported Information

- Cost/effectlvenesr. of systems utilization

- A ccess to/control o v e r  m a ster file Information

Hardw a r e  and S y s t e m  S oftw a r e  -

- C a p a c i t y  to meet future neede

- C a p a c i t y  for average a n d  peak loads

- A d e quacy of system p erformance

- Adequ a c y  of systems d o c u mentation.

In aumaury, such a r e view w o u l d  a s s i s t  management 

In evalui t l n g  u s e r  needs, prior i t i z i n g  systems 

devel.-or jnt and m o d ification, e n h a n c e  r«-*/h>nefl' 

performance, and assist I n  Idnnttfylnf long-range 

n ecessities and goals in IIght of the ever e x p a n d­

ing n eeds o f  the Power Authority, /ddltlonally, 

it could ensure thnc financial reporting la a c c u­

rate nr highlight potential p r o b l e m  areas prlor 

to the annual audlr or p r e p a r a t i o n  of the annual 

report.

A P A  does not intend to implement this recermendacler. a 

presented. It Is APA's c p lnion that ad h o c  infornatio 

can be provided to the Board o n  m a j o r  p r o jects w h i c h  w  

m e e t  the Eoard's needs. APA is a l s o  looking to Eoard 

commi t t e e s  recording their needs.

APA h a s  used a piecemeal approach. APA o f f i c i a l s  recei 

the need for this r eview and w o u l d  like to e xpand the ; 

of PW's recommendation to include all future operations 

needs, in addition, there is a  need to look at what th 

h a v e  currently.
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PM Pccor—endatlon Status as of

rti/Ol/tl
ncCC??’£N!/ATir;: NO. ? :

C.-islderatton -hctild ^  given to secrccoring thu 

a c c o u n t m c  d epartment Into functional c r n u n n .

At the c u rrent time, all a c c o u n t i n g  personnel are 

primarily responsible for contract maintenance.

As the A u t h o r i t y  b egins to d e v elop and implement 

a comprehensive reporting systen, consideration  

should be given to s egregating the contract 

maintenance and ■ 'counting and reporting 

functions. To i .qompllsh this, ve recommend that 

the A u t h o r i t y  e  tabltsh the following Independent 

accoun t i n g  gr» is:

a. Invoice Processing - Responsible for 

contra! , disbursements including review 1  

approv k in accordance w'.th contracc teinc.

b. rinancial Reporting C r o u p  - Responsible for 

genera t i n g  all financial staccnents and 

reports and general ledger maintenance,

c. C o s t  Control Croup - Responsible for 

m o n i t o r i n g  project costu in relation to 

project status.

Implementation of tbia recommendation would 

serve to clearly delineate employee 

responsibilities and adequately segregate duties 

in tho areas of approval and recordkeeping 

functions. We unde itand tie Authority la 

presently c onsidering o b t a i n i n g  an organisational 

revi-m, w h i c h  we e-.ivtalon w o u l d  Include a review 

o f  tic' finance and accoun t i n g  dcpartncnta' 

organisational atrueturc.

RECOIWENDATintl DO. IQ i

Consid e r a t i o n  should be elven tn o mplnvrcnt of 

an  Internal auditor to monitor adherence to a c­

counting and operational policies and proeeclnrea.

We believe chat the number of project locatlona 

and e x p a n d i n g  operations of the Authority n ay • 

well Justify the employment of an Intarnal 

auditor. T h o  dutlca of r n  Internal auditor 

should include such functions as periodic reviews 

and tearing of accounting rrcorda and operational 

procedurea associated with the Powor A .thorlty's 

various hydroelectric projects, agency «sd 

operation agreements, loans and grsnta. In 

addition, the activities of the Internal auditor 

should Include m onitoring the Power Coat 

Asatatance Fund and d o t ormlnlngg that grantees 

are In compl i a n c e  with grant agreements, Tho 

Internal a u d i t o r  should have the ability to re* 

port directly to the Board o f  Directors) h o w­

ever, on a d n y - t o * d o y  basis, should function 

at the direction o f  tho I .ecurlve Director.

Recor. endatlon a. and 8, Recirmewndaclons a. and b. h a v e  b e e n  implemented.

No p!ans to implement e. unless M . ~ » C o<2jtlOA c. has n o t  been implemented. APA officials

additional p o a l tione can be recocni.. m e  ...... „ ta blish a  cost c o n t r o l  group, but

obtained, . fc e ] c o r c  staff would be rcqui..a

Has not been Implemented at thin Al'A has no plons to bite an Internal audit o r ,  AF«

ti»«, aianagcmcnt does recognize the need for an Internal a u d­

itor. tt Is APA's position that the Internal auditor's 

scope of reoponsiblllty should be expan d e d  b e y o n d  PW's 

recommendation.



PW Ri-corront! ■

no:.’ n o . u :

Irecc lures s hould b e  c s t t M i s V d  to - r .wre that 

■llsbnr ir.~" • hr P r w t  C o s t  .Ur'.'.:

-ire T n :• . ' f ^ .

D U i i s r * * ^™ *” r r c a  iHc Power C o s t  Assistance 

Fund, .it indlcsf.d ,r. the m o n t h l y  e xpenditure 

Journal* g e n e r a t e d  by the State of A l a s k a’s 

financial r e p o r t i n g  system, should b e  c o m pared to 

th e  A u t h o r i t y’s detail d i sbursement records by 

Individual recipient to ensure that dlsburscacnts  

h a v e  been recorded properly. We recommend that 

the a c c o u n t i n g  depart m e n t  a ssume the 

r e s p orsiblllty of u p k e e p l n g  the Power Cost 

Assistance detail a c c o u n t i n g  records and, as 

c o m m ented u p o n  In Recomm e n d a t i o n  No. 10, that an 

Internal a u d i t o r  m o n i t o r  this fund and the 

qualifications rt p r o g r a m  recipients, at least or 

a test basis. Manage m e n t  has informed us that thy 

accounting department subseq u e n t l y  assumed the 

record k e e p i n g  function as of N o v ember 1, 1982.

RFICfPMfNPATlON NO. 1 2 ;

C e r t a i n  d e t ailed r esponsibilities assumed by the 

controller should be d e l e g ated to other a p p r o p r i­

ate i n d i v i d u a l s .

The e x p a n d i n g  opera t i o n s  and resulting Increased 

v o l u m e  ol t n n s a c t l o r *  h a v e  made It neces s a r y  to 

give more eon.iemcrat'td atten t i o n  to key o p e r ating 

and a c c o u n t i n g  m a tters b y  r » « r »  ble and 

knowl e d g e a b l e  Individual the areas that

will conti n u e  fo requlr, red attention

as the P ower A u t h o r i t y  Jvanced planning

a n d  subsequent lnpler m l  , a ccounting and

related s y s t e m  c hanges to „  a the expanding  

v o lume and comple x i t y  of transactions.

Delegation o f  routine accoun t i n g  functions 

p r e s ently porformsrl by the controller could 

proviue additional time lor tills planning 

function.

RECIY81KNDAT10N HO. ,li

All Investmenti and hank a c c ounts ahnuld he held 

In the Authority's name, nr held lointlv in the 

rate ol .ivencv agreements. ami subject general 

ledger c o n t r o l .

Presently, there are v a rious trust accounts 

associated w i t h  the Solomon Culch, "error bake, 

Swan Lake, and Lake Tyee Hydroelectric Projects 

that are not afforded general ledger control.

T o  ensure that all cash d i s bursements and 

Investment activities are recorded and 

montloro' and to e n s u r e  that all cash balances 

lira rccorcad and m onitored, and to rnsiire that 

all cash balan c e s  are r e f l ected In the financial 

statements o f  the Authority, w e  roioirmend 

that all a c t i v i t y  bo recorded in a ;;eneral 

ledger. Furclnir, routine account reconciliations 

•hould be p r e pared at least on a m o nthly basis by 

stall accountants and reviewed by appropriate 

supervisory personnel.

States as oi 

W.I01 / X J

p..: —  n a t i o n  partial 1" 

implemented at this time.

Has not been Implemented at this 

time.

Except for S o lomon C u l c h  plan 

to Implement b y  April 15, 1981.

This rcccemendation has been p a r t ially Implemented, 

monit o r i n g  and qualifications of p r o g r a m  recipients is 

accomnllshed bv an accountant rather than an Internal 

auditor. Perform desk audits but no o n  cite a u dits wh 

APA feels are unnecessary.

Tills recommendation has rot b e e n  Implemented. A P A’s 

rationale for not Implementing thu recomm e n d a t i o n  Is a 

shortage of accounting staff. W e  were told an additlo 

two accountants w o u l d  be needed before the contro l l e r  

effect i v e l y  delegate all reuctne accoun t i n g  functions 

conduct advanced planning.

Tfie A P A’s general lodger s y s t e m  Is c a p a b l e  of controll 

all Investment -nd b a n k  accounts. It Is A P A ’s plan to 

account fo- all cash dlsbui.scent and Investment actlv 

ties le sufficient detail lor m o n t h l y  r econciliations, 

o n l y  e x c e ption will b e  tho Swan Lake Project w h i c h  wll 

reflected In A P A’s general ledger as total expend i t u r e s  

T h e  A P A  feels the C i t y  ol Ketchikan la the approp r i a t e  

a g e n c v  to maintain detail |cneral ledger c o n t r o l  of th 

Swan bake Project.

e

',s .’ ‘>-7.,,
_____

I
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rW P e c o r mendatlon

In connec t i o n  w i t h  o u r  r e v i e w  of procedures sur­

rounding the S'-.in Lake llydrocleccrlc Project we 

o f f e r  the following specific recommendations:

x£ c c ?m f .m i a h o :i n o . u

Alaska Power Authority should take joint custody 

of canh and Invested assets of Che swan Lake 

C onstruction Fund n o w  admini s t e r e d  solely bv K P U .

In o u r  opinion, adeouate segregatl:n of duties 

does not presently exist I n  that tile Finance D i r­

ector of KPU h a s  complete control over the s a f e­

kee p i n g  of securities and the execution n n d  r e­

cor d i n g  of security transactions. Additionally, 

the Finance Director Is an authorlrcd c h e e k  s i g n­

er a n d  approver o f  the m a j o r i t y  of KPU's (and the 

Swan Lake Construction Fund) disbursements and 

reviews all b a n k  and general l e dger account 

reconciliations. Thus, the Finance Director is 

r esponsible for the e x e c u t i o n  nnd recording of 

transActlcni, c u stody o f  assets and is s e c ondar­

ily responsible for the r e p o rting of Information 

to APA, which as Indicated above, has not been 

a ccurate In the past.

Additional control o v e r  APA's project funds would 

be e n sured by requiring that all bank a ccounts 

and Investment be held In the Joint custody of 

A PA and KPU. T h e  1 p i g m e n t a t i o n  o f  other control 

p rocedures at KPL' n a y  not be feasible) the sire 

of the o r g anisation n a y  p r e clude segregation of 

c e r t a i n  d u d e s .

S t atus as of

nb/01/83 Comments

A P A  n a n a g e n e n t  does not plan to 

Inplenent.

T o u c h e  Ross audited thru 1981. P!> a u dited in 19S2.

M o n t h l v  reports are submitted to APA.

Board agrees with this relationship.

W as a Ketchikan project frcn the start. A P A  manag e m e n t  

feels KPU is a respo-slble publi . entity.

RECOICIFNDATION NO. 2 :

Prelect disbursements should he made fron the APA n anagenent disagrees vlth dual See c o m e n t s  above.

Swan Lake C o n struction Fund o n l v . approval of project expenditures.

Presently, project disbu r s e m e n t s  are made from 

the C i t y ' s  General Fund (on b e h a l f  of KPU) and 

the C i t y  Is reimbursed p e r i o d i c a l l y  by a transfer 

froo the Swan Lake C o n s t r u c t i o n  Fund, Proje.c 

d l s - b ursenents should ho segreg a t e d  fron KPU's 

op e r ating disbursements to p r ovide for an ade- ' 

quale s e gregation of funds. Additionally, we 

recommend that APA c o n s i d e r  ct-slg n l n g  disburse- 

KPU officials to ensure dual approval of project 

ment checks w i t h  expenditures.

HFC0MMEI.HAT10M NO. 3;

A ccounting records related to the Swan l.iko 

Hydroelectric Protect should t r  prepareil on an 

accrual b a s i s .

Presently, all records related to the project ore 

maintained on the cash basis e xcept at KPU's 

year-end (December 31st) w h e n  accruals are made.

We recommend that project disbursements, Interest 

Income nnd Interest e x pense be recorded on an 

accrual ban.a to facilitate A F A ' s  review of p r o­

ject statusand available funding.

APA management agrees but Its 

doubtful KPU h as Implemented.

STA TE O F  ALA SKA - 5 1 - O IV IS IO N  O F L E G IS L A T IV E  A U D IT



II
P W  R e c o mmendation

!̂ Ecr::!F.NDATiON* ::o. u:

Cash invested on behalf o f APA tn KPt"s

"Note F u n d jj s h o u ld  h-* s e g r e g a t e d  nnd  t r a n s f e r r e d

to fhe Swan Like C o n s -: rue: ton F u n d .

It is o u r  u n d e r s t a n d i n g  that KPU's "Note Fund" 

investments represent t h e  unexpe n d e d  cash 

remaining from Power P r oject Loans rude b y  A P A  to 

KPl'# w h i c h  u n d e r  terras o f  the acquisition 

agreement was to be a p p l i e d  to p a y  project costs 

{excluding an amount a t t r i b u t a b l e  to the SCADA 

grant m a d e  to automate e x i s t i n g  facilities). We 

recorrend K P U  identify n n d  t r a nsfer non-SCAJ)A 

related fund to the Swan l.ako Const r u c t i o n  Fund 

to full s e g r egate APA's funds from KPU's f’,nds.

RECCtyFNTJATIC:; NO. 5 :

APA r.hould p e r f o r m  p e r iodic a u d i t s  of the c- 

ccunf. ar.d records of the Swan Lake Hydroelectric 

Pro*»-ct m a i n t a i n e d  by K P U .

We recommend that APA p e r f o r m  or obtain an 

independent audit of the Swan Lake Project at 

least a n n ually (preferably as o f  June 30th to 

facilitate tin* annual audit of A P A ' s  accounts) to 

ensv- the propriety o f  information reported to 

KPU. We understand that A P A  is in the process of 

establ i s h i n g  procedures to p e r f o r m  this function 

in-house, with w hich we concur. Additionally,

APA should request and e v a luate the financial 

statements and a n y  related management 

recommendation letters related to KPU'r- 

Independent annual audit.

RSCO>ttENDATION NO. 6 ?

APA should determine the a llowability of interest 

expense incurred on a loan from the City of 

Ketchikan to KPU in connection w i t h  the p r o j e ct.

A short- t e r m  loan of S3,850 , 0 3 0  w a s  made b y  t.hc 

City of K e t c h i k a n  to K P U  In 198L and related 

Interest e x pense o f  5133,607 h a s  b e e n  c h a r g e d  t o  

tho Project. Apparently the source of the loa*' 

to the C i t y  was from a S t a t e  Agency; however, we 

are uninfo r m e d  as to the need for o r  the 

circumstances surrounding the loan to KPU and, 

therefore, the proprioty of the Interest expense 

Incurred by the Project,

H F.CO? !>! F N D A T  I ON KO. 7 :

APA should o b t a i n  sufficient detailed information 

from KPU on a m o n thly has!a In o r d e r  fo ?,urrmnrlzc 

the a c t i v i t y  and record the transactions In the 

accounts of A P A .

Swan Lake project activ i t y  is not currently 

reflected in the accounts of APA. The m o nthly  

project status reports sent by K P U  to APA should 

be s u fficiently derailed to a l l o w  A P A  to record 

all project activ i t y  on a m o n t h l y  bns<s including 

cash disbursements, accounts p.ivable, investment 

activity, interest income, and expense.

Bringing all project transactions u n d e r  general 

lodger control will facilitate control of project 

lurds, m o n i t o r i n g  project status and p r c p a r a M o n  

o f  e n t h l y  financial statements.

S tatus as of 

r̂ /m/83

Has r.ot been implemented at this 

tine.

C :r - e n t s
II
I
I
I

Has not b e e n  Inplcrented at this 

tire.

APA plans on scndinc d o w n  at least one. If not t w o  pen 

in early Nay for a review.

Has not been Implccentcd at this 

time.
See a bove Consents.

A P A  is prese n t l y  receiving roro 

detail from KPl', but still Rcttinn 

less detail than from other 

projects.

A P A  presently receives a r o nthly statement u p d a t i n g  

expenditures, both d i r e c t i l n d l r e c a n d  Interest l n c o n

ST A T E  O F A L A S K A - 5 2 - D IV IS IO N  O F  LEC. S L A T IV E  A U D IT



B a c k g r o u n d

Du r i n g  the summer of 1982, the A l a s k a  Power A u t h o r i t y  deve- 
loj J and i m plemen ted a General L e d g e r  A c c o u n t i n g  System.
Th^ A u t h o r i t y  u n d e r t o o k  the p r oject because its m a n u a l  a c­
countin g system was not m e e t i n g  the needs of the Authority. 
Since 1980, the A u t h o r i t y  has r e a l i z e d  the need to e s t a b l i s h  
a more sophi s t i c a t e d  accoun t i n g  system.

Reasons for A u t o m a t i o n  and S y s t e m  Benefits

The reasons for establ i s h i n g  the automated General L e d g e r  
S y s t e m  and the b e n efi ts of the n e w  system are d i s c u s s e d  
below:

Prior; to AL'ixrtation, the accoun t i n g  functions of the 
Power A u t h o r i t y  w e r e  p e r f o r m e d  exclusively t h roug h the 
State system, w i t h  s uppor t i n g  m an ual schedules prepared 
by APA. T h e  State a c c o u n t i n g  system is set up ::o a c­
count for each authorization. A laska Power A u t h o r i t y  
h a d  a need to account for each project, not a u t h o r i z a­
tion. W i t h  the n e w  General L e d g e r  System, a c c o u n t i n g  
will be by project. All authorizations, a p p r o p r i a t i o n s  
and expenditures w i l l  be tracked by the e n e r g y  project, 
for wh ich it applies.

The Power A u t h o r i t y  needs to account by p r o j e c t  for 
each and all a u t h o rization s and expenditures w h i c h  are 
accumulated through the various phases of e a c h  project. 
The expenditures are cl assi f i e d  as deferred costs. If 
a project is p r o v e d  not feasible and the p e r t i n e n t  d e­
ferred costs are w r i t t e n  off and expended; if a project 
is feasible and con str u c t i o n  of the. project is approved  
all feasibility and c o n s t r u c t i o n  cr Jts are deferred  
through co mpletion and then capitalized.

The manual a c c o u n t i n g  s y s t e m  was growing too cumbersome 
to be used as an a ccurate h i s t o r i c a l  tracking system.
The Power A u t h o r i t y  is c u r r en tly managing 85 projects 
funded by 170 State au tho r i z a t i o n s  totalling a p p r o x i­
mat e l y  $570 m i l l i o n  and not e proceeds totalling another 
$200 million. The ncbe p r o ceeds could not b e  a c c o un ted 
for using the State system.

Projects such as T er ror Lake, Swan Lake, T y e e  Lake, 
Susitna, B r adley Lake, Cordova, and Bristol Bay are 
each funded through 5-7 State authorizations. The Power 
Authority h a d  done its be st to m a i n t a i n  cumulative 
m a n u a l  schedules for each project showing, by project, 
each au tho r i z a t i o n  and p e r t inent expenditures. This 
m a n u a l  a cc ounting system, ever, if accurate, did not
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re spond to the n e e d  for imme diate reporting at any given 
time because of the lag time b e t w e e n  invoice p r o c e s s i n g  
and manual p o s t i n g  to p r ojec t schedule. The c o m p u t e r i­
sation of an internal s ys tem w i l l  allow for i m m e diate 
posting to p r o j e c t  ledgers at the time an i n v o i c e  is 
processed.

The State s y s t e m  u s e d  prior to automation w a s  n o t  set 
up to m a i n tain records over a long-range period. A u t h­
orization b a l a n c e s  a nd e x p enditure s are b r o u g h t  forward 
cn a fiscal-year basis in the State system. It is d i f­
ficult to track expen ditures per tinent to a p a r t i c u l a r  
authoriza tion if thu a u t h o r i z a t i o n  balance w a s  expended 
during prior fiscal years.

A P A  needed a s y s t e m  w h i c h  could track all a u t h o r i z a t i o n s  
and expenditures for a p a r t i c u l a r  project o v e r  a span 
of 5-7 years. This is the ave rage time r e q u i r e d  to 
carry a project from f e a s i b i l i t y  through construction.
The n e w  auto mated G e ner al L e d g e r  System will m e e t  this 
n e e d  that the State s y s t e m  could n o t  meet.

A P A  is just b e g i n n i n g  a ccounting practices a i m e d  at o p e r­
ating entities rathe r than f e asibility  and c o n s t r u c t i o n  
projects it has m a n a g e d  in the past. In e x p a n d i n g  its 
manageme nt r e s p o n s i b i l i t i e s  to operating entities, A P A  
ne e d e d  an a c c o u n t i n g  system w h i c h  adhered to g e n e r a l l y  
accepted a c c o u n t i n g  princ i p l e s  for nublic utilities.
Thus, a system u s i n g  the F e d e r a l  Energy R e g u l a t o r y  C o m­
mis sion (FERC) chart of accounts was necessary. FERC's 
chart of accounts is the chart ^.tot used by the electric 
utilities and represen ts the standard accounting l a n­
guage of the industry.

The FERC chart of accounts for op erating entities is 
far more d e t a i l e d  than the chart of accounts used  in 
the former m a n u a l  a c c o u n t i n g  system. It w o u l d  not have 
been feasible if au toma t i o n  h a d  not been initiated.

To summarize the p r e c e d i n g  paragraphs, the benefits accruing
to the Authority fro m the i m p l em entation of the n e w  system
w i l l  include:

1. A b i l i t y  to t r a c k  expenditures and appropriations by 
project. U sing the State system, this was o n l y  a v a i l a­
ble through e x t e nsive manual efforts.

2. There will n o w  be a m e t h o d  of accounting for n o n - S t a t e  
sources of funding, such as b o n d  proceeds. A l l  sources 
of funding for a p a r t i c u l a r  p r ojec t will be a c c o u n t e d  
for. The State s ystem used prior to a uto mation only 
accounted for State appropriations; extensive, manual 
efforts were r e q u i r e d  to account for n o n - State  funding.
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3. W i l l  create the base for reporting of revenue and e x­
penditure cn any project at any rime.

A. W i l l  facilitate accountin g methods required of operating 
entities in c o m p l i a n c e  w i t h  generall y accepted a c c o u n t­
ing principles for utilities.

S t r u c t u r e d  M e t h o d o l o g y  Was Not F ollo w e d  in Develo p m e n t  of 
S y s t e m

The A l a s k a  Power A u t h o r i t y  did n ot follow structured d e v e l o p­
men t  standards in the development of its automated General 
Ledger System. As a result, the S y s t e m  may not b e  able to 
m e e t  future r e q u i r e m e n t s  of the Authority. Additionally, 
its use as a m a n a g e m e n t  tool is impeded by a lack of system 
c a p a b i l i t i e s .

Th e r e  w a s  no f e a s i b i l i t y  study, needs assessment, general 
d e sig n or derailed d esi gn p r e p a r e d  for the automated General 
L e d g e r  System. If these development steps had b e e n  a c c o m­
plished, future r e q u i r e m e n t s  of the System would have been 
identified. We w e r e  told by A P A  officials that this system 
w o u l d  n ot handle a p r oject  of the scale of the p r o p o s e d  
S u s i t n a  H y d r o e l e c t r i c  Pro/ieet. There  is no long-range plan 
w h i c h  established data pro cessing requirements and system 
d e v e l o p m e n t / i m p l e m e n t a t i o n  contingencies in the event that 
S u sit na is initiated. This sh' jId have been fully and f o r­
ma l l y  explored p r i o r  to any au_omation.

I nadequate L o n g - T e r m  Needs Analysis Led to Development of 
I ncomp l e t e  System

T h e r e  was no formal needs analysis done for the system. The 
s y s t e m  developers, p r i o r  to submitting a proposal, spent 
time talking to A P A  accoun t i n g  officials and determined what 
was w a n t e d  and n e e d e d  from an account ing standpoint. No 
formal data p r o c e s s i n g  needs for the Authority as a w hole 
has been done.

The S y s t e m  is p r i m a r i l y  a historica l record of appropriati ons 
and expenditures o n  A P A  projects. The System does not have 
an accounts recei v a b l e  function w h i c h  w o u l d  facilitate b i l l­
ings for power sales by opera^irg entitles and a d m i nister ing 
of loans. APA o f f i c i a l s  state! teat this function was not 
n eede d because  A P A  h a d  so few i > .-rating, entities for which 
it w o u l d  generate p o w e r  sales i..voices. For that reason, it 
was decided prior to s ystem de velopment that the accounts 
r e c e i v a b l e  functions w o u l d  remain manual.

We b e l i e v e  that the d e c ision to keep manual accounts r e c e i v a­
ble functions may n o t  have been wise. In late 198A , there 
w i l l  be enough o p e r a t i n g  entities under APA's control to 
r under the current m a n u a l  accounts receivable m e t h o d  too 
c u m b e r s o m e  to m a n a g e  w i t h o u t  automation. Although A P A  o f f i­
cials have stated that an accounts receivable p r o g r a m  can be
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interfac ed into the current General L e dger System, we have 
seen no evidence that this can be done or that the programs 
will meet all of the A ut hority's accounts rece iv a b l e  r e q u i r e­
ments or that the p r o g r a m  interface will be cost effective.
We b e l iev e that, if indeed, APA m a n a g e m e n t  p l a n n e d  to i n t e r­
face accounts r eceiva ble (and accounts payable) functions 
into the System at a later date, a long-range  plan with 
a nticipated  costs should have b e e n  developed b e f o r e  the 
General L e d g e r  S y s t e m  was developed. This w o u l d  have given 
m a n a g e m e n t  the tools to decide if the S y stem v;ould meet 
future needs w i t h i n  acceptable cost limits.

Inadequate Needs Analysis L e d  to Develo p m e n t  of System Which 
is L i m i t e d  for M a n a g e m e n t  Reporting

The automat ed Gener al L e d g e r  Sy stem is a h i s t o r i c a l  record 
of expenditures and revenues. Expenditures for a project 
are recor d e d  at the time that the invoice is p r o c e ssed at 
APA. There is no accounts payable s ystem w h i c h  records when 
the actual p a y ment is made by the D epar t m e n t  of A d m i n i s t r a­
tion. Thus, all financial statements for APA's activities 
reflect encumber ed expenses for A P A  projects, not actual e x­
penses. M a n a g e m e n t  must keep this in m i n d  w h e n  interpreting 
project cost statements and APA financial statements.

Furthermore, the projec t cost information m a y  not be a true 
r e p r esentation of costs on that project. This is because 
there is no accrua l function in the System. Accruals are 
m a d e  once a year and posted by journal entry. A P A  contract 
reporti ng procedures are lacking in that t'.heir firms and 
sub-co ntractors until several months after the wor k has been 
performed. Thus, for the m a j o r  part of the year, the project 
accoun t i n g  ledgers do not reflect the status of the project.
A  constr uction project may be 1/2 complete; yet, the project 
financial activity could show 1/10 of the appropriate funds 
have been expended. An accrual m e t h o d  of accounting, at 
least on a quar t e r l y  basis, should b-, establishe d to e l i­
minate these discrepancies.

S ystem Cost

The total system cost and cost co'T'onents for the 
development, i n s tallatio n and op eration of the General 
L edger Accou n t i n g  S ystem  to date is shown below:

1. Hardware and Installation Costs $35,692.95

2. M a i n t e n a n c e  and G E T i m e -Sharing
Costs 64 ,835 .36

3. A P A  Personnel Costs Relative to 
D e vel opment and Implem entation

Total Cost To Date

16.984.00

$117.512.31

STA TE O F A LA S K A
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These costs have b e e n  incurred to date in the developm ent 
and in stallation of the System. The h a r d w a r e  and i n s t a l l a­
tion costs (#1) are one -time costs w h i c h  include the t e r m i­
nal, printer and other h a r d w a r e  costs as w e l l  as contract 
costs of $21,400 paid to the S y stem  developers. This figure 
also includes $8,500 expen ded to purchase an IBM Personal 
Computer. This computer will be us ed for initial input for 
data. Any data that needs to be edited or p urged wi ll be 
done w h i l e  it is in the IBM system b efore bein g sent to the 
G E T i m e - S h a r i n g  System. A P A  officials told us that this 
will save storage and line time in the G E System.

The m a i n t e n a n c e  and G E T i m e - S h a r i n g  costs (ill) include 
m o n t h l y  charges for the line time n e c e ssary  to process data 
for the General L e d g e r  System. It also includes a periodic 
m a i n t e n a n c e  fee for hardware. These costs are ongoing 
costs. The p er iod covered by this analysis ranged from 
April of 1982, to Fe bruary of 1983. The ongo ing m o n t h l y  
operat ing cunts v a r i e d  fr om $7.56 in M a y  of 1982 to 
$28,089.54 in F e b rua ry of 1983. Because the system is not 
yet operational, it is difficult to predict  what the average 
m o n t h l y  costs w i l l  be.

The A P A  Personn el Costs (//3) include the costs of A P A  a c­
counting personnel  in the development and implementat ion of 
the System. Not included in this cost analysis are the p e r­
sonnel costs w h i c h  wil l be needed to operate and m a i n t a i n  
the S y stem once it is operational. A P A  officials estimate 
that the S ystem  w i l l  r e quire a p p r o x i m a t e l y  6-8 days per 
m o n t h  for the data p r o c e s s i n g  clerk as well  as two weeks at 
the end of each fiscal year. Additionally, approximately 
one w e e k  p er m o n t h  w i l l  be requi red of the General Ledger 
Accountant. This additio nal expenditure required for future 
operations totals a p p roxi mately $15,000 annually.

Cost-Be nefit A n a lysis Was Not A c com plished Prior to System 
D e v e l o p m e n t "

For the m o n t h  of February, 1983, G F T i m e - S h a r i n g  costs for 
the General Ledger S ystem totalled $28,745.52. W e  realize 
this was a h i g h-use m o n t h  dun to compre h e n s i v e  data input 
activity. However, we are concerned that future costs of 
the System hav e n ot b e e n  thoroughly analyzed. As the A P A  
project activity grows, we are unsure that the G E T i m e­
sharing S y stem will be the most c o s t - e f f e c t i v e  system. A 
thorough cost-be nefIt analysis may have shown that an in- 
house m i n i  computer would have been mo re cost -effective in 
the long-rarge.
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T h e  D i v i s i o n  of G e o l o g i c a l  a n d  G e o p h y s i c a l  S u r v e y s ,  D e p a r t m e n t  of N a t u r a l  

R e s o u r c e s  h a s  just c o m p l e t e d  a p r e l i m i n a r y  a p p r a i s a l  of the u n d i s c o v e r e d  

o i l  a n d  ga s  r e s o u r c e  p o t e n t i a l  of t h e  C o o k  I n l et  B a s i n .  T h e  a r e a  a s s e s s e d  

is o u t l i n e d  in A t t a c h m e n t  "A". A t t a c h m e n t  "B" p r e s e n t s  the r e s o u r c e  

d i s t r i b u t i o n s  fo r  oil, g a s  a n d  t h e i r  sum, b a r r e l s  of o i l  e q u i v a l e n t  (BOE), 

in  pl a c o .  Th a t  is, t h e s e  "in p l a c e "  d i s t r i b u t i o n s  r e f l e c t  t o t a l  q u a n t i t i e s  

of f l u i d s  t r a p p e d  i n  r e s e r v o i r  rock; no a d j u s t m e n t  is m a d e  to a c c o u n t  for 

a n y  e c o n o m i c  c o n s i d e r a t i o n s  s u c h  as w h a t  p r o p o r t i o n  of in p l a c e  r e s o u r c e s  

ir a r e s e r v o i r  a r e  a c t u a l l y  r e c o v e r a b l e .

H o w e v e r ,  in r e s p o n s e  to y o u r  r e q u e s t ,  in the N o v e m b e r  5, 1982 l e t t e r  to 

C o m m i s s i o n e r  K a t z ,  f o r  e s t i m a t e s  of " e c o n o m i c a l l y  r e c o v e r a b l e "  r e s o u r c e s  

we  h a v e  d e v e l o p e d  a m e t h o d  for a d j u s t i n g  the in p l a c e  r e s o u r c e  d i s t r i b u t i o n s  

to a p p r o x i m a t e  w h a t  p r o p o r t i o n  m i g h t  be e c o n o m i c a l l y  r e c o v e r a b l e .  This 

a p p r o x i m a t i o n  m e t h o d  a p p l y s  two a s s u m p t i o n s  r e g a r d i n g  w h a t  p r o p o r t i o n  of 

the r e s o u r c e s  in a r e s e r v o i r  w o u l d  a c t u a l l y  b e  r e c o v e r e d  a n d  w ha t  s i z e  a 

r e s e r v o i r  w o u l d  h a v e  to be to be c o m m e r c i a l .  B y  a s s u m p t i o n  w e  h a v e  u s e d  

r e c o v e r y  f a c t o r s  of 0.5 fo r  o i l  a n d  0.9 f o r  ga s  a n d  m i n i m u m  c o m m e r c i a l  

d e p o s i t  s i z e s  o f  50 m i l l i o n  bbl. for o i l  a n d  20 0  b i l l i o n  c u b i c  feet for 

gas. B a s e d  o n  t he s e  a s s u m p t i o n s  A t t a c h m e n t  "C" p r e s e n t s  our p r e l i m i n a r y  

e s t i m a t e  of the u n d i s c o v e r e d  but e c o n o m i c a l l y  r e c o v e r a b l e  o i l  a n d  gas 

r e s o u r c e s  i n  the C o o k  I nl e t  B a s i n .  S u m m a r i z i n g  A t t a c h m e n t  "C", t h e  

e x p e c t e d  ( a v e ra g e )  a m o u n t  of u n d i s c o v e r e d  but e c o n o m i c a l l y  r e c o v e r a b l e  

n a t u r a l  g a c  r e m a i n i n g  i n  the C o o k  I nlet B a s i n  is two t r i l l i o n  c u b i c  

feet, w i t h  a 5 p e r c e n t  c h a n c e  that it c o u l d  be as m u c h  as fiv e t r i l l i o n  

c u b i c feet.

A  f u l l  r e p o r t  o n  t h e s e  a s s e s s m e n t s  is in p r e p a r a t i o n  a n d  w i l l  be p u b l i s h e d  

as a D G G S  O p e n  F i l e  R e p o r t  in the n e a r  future. S h o u l d  y o u  h a v e  a n y  q u e s t i o n s  

r e g a r d i ng t h e s e  p r e l i m i n a r y  a s s e s s m e n t s  p l e a s e  c o n t a c t  Re d  W h i t e  of m y  st a ff .

C o r d i a l l y  yours,

R o s s  G Schfiff

S t a t e  G e o l o g i s t

ce: C o m m i s s i o n e r  W u n n i c k e ,  DNF.

R G S / p i c

■





P R E L I M I N A R Y  E S T I M A T E S  O F  U N D I S C O V E R E D  O I L  A N D  GA S  R E S O U R C E S  IN P LACE

F O R  T H E  C O O K  I N L E T  B A S I N

D i v i s i o n  of G e o l o g i c a l  a n d  G e o p h y s i c a l  S u r v e y s  

D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  

S t a t e  of A l a s k a  

J a n u a r y  28, 1982

R E S O U R C E S  I N  P L A C E 3

( b a r r e l s  of oil e q u i v a l e n t ) D E P O S I T  S I Z E b O I L  IN P L A C E GAS IN P L A C E 3

C o n d i t i o n a l

P r o b a b i l i t y p r o b a b i l i t y P r o b a b i l i t y P r o b a b i l i t y

that that that that

q u a n t i t y  is B i l l i o n s siz e is q u a n i t y  is q u a n i t y  is

at least of b a r r e ls at least at least at least Trillii

the g i v e n of oil the g i v e n B i l l i o n s of the g i v e n B i l l i o n s the g i v e n of

v a l u e  (%) e q u i v a l e n t v a l u e  (%) C u b i c  F ee t  v a l u e  (%) of barrels v a l u e  (%) c u b i c

99 .13 99 1.5 99 .00 99 .47

95 .28 95 5.2 95 .00 95 .93

90 .38 90 9.6 90 .03 90 1.24

75 .61 75 26.8 75 .13 75 1.98

50 .96 50 7 6.0 50 .36 50 3.07

25 1.43 25 2 03.3 25 .73 25 4.38

10 2.02 10 4 7 5 . 2 10 1.20 10 5.84

5 2.49 5 7 61.7 5 1.62 5 6.93

1 3 .7 6 i 1688.2 1 2.72 1 9 .06

A v e r a g e A v e r a g e A v e r a g e A v e r a g e

BO E 1.1 2 D e p o s i t  Size 191.6 Oil 0 .53 Gas 3.36

a B e c a u s e  the d i s t r i b u t i o n  of e a c h  r e s o u r c e  is e s t i m a t e d  i n d e p e n d e n t l y ,  "Gas in P l a c e "  a f t e r c o n v e r s i o n  to barr e l s

o i l  e q u i v a l e n t ,  c a n n o t  be added to "Oil in P l a c e "  to get " R e s o u r c e s  in P l a c e  ( b arrels of oil e q u i v a l e n t ) "  at any 

p r o b a b i l i t y  l evel e x c e p t  at the e x p e c t e d  v a l u e  (average).

^ C o n d i t i o n a l  u p o n  the e x i s t e n c e  of oil and g a s  d e p o s i t s  in the C o o k  Inlet Basin, this c o l u m n  p r es e n t s  the e s t imated 

d i s t r i b u t i o n  of d e p o s i t  size m e a s u r e d  in c u b i c  fee t  of gas.

M y



P R E L I M I N A R Y  E S T I M A T E S Y R E C O V E R A B L E  R E S O U R C E S  

F O R  TH E  C O O K  I N L E T  B A S I N

D i v i s i o n  of G e o l o g i c a l  a n d  G e o p h y s i c a l  Su r v e y s  

D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  

S t a t e  of A l a s k a  

J a n u a r y  28, 1983

E C O N O M I C A L L Y R E C O V E R A B L E  R E S O U R C E S 3 E C O N O M I C A L L Y

( b a r r e l s  of oi l  e q u i v a l e n t ) D E P O S I T ' S I Z E b E C 0 N 0 M I C A L Y  R E C O V E R A B L E  O I L R E C O V E R A B L E G A S l

C o n d i t i o n a l

P r o b a b i l i t y p r o b a b i l i t y P r o b a b i l i t y P r o b a b i l i t y

that that that that

q u a n t i t y  is B i l l i o n s s ize is q u a n i t y  is q u a n i t y  is

a t  least of b a r r e l s a t  least at least at least T r i l l i o n s

t he g i v e n of o i l the g i v e n B i l l i o n s  of the gi v e n B i l l i o n s the g i v e n of

v a l u e  (%) e q u i v a l e n t v a l u e  (%) C u b i c  Fee t v a l u e  (%) of barr e l s v a l u e  (%) c u b i c  fee

99 .00 99 202 99 .00 99 .00

95 .09 95 211 95 .00 95 .22

90 .15 90 223 90 .00 90 .43

75 .28 75 266 75 .00 75 .93

50 .50 50 373 50 .14 50 1.76 .

25 .78 25 597 25 .32 25 2.78

10 1.12 10 993 10 .55 10 4.04

5 1.39 5 1358 5 .78 5 4 .90

1 2.01 1 2353 1 1.31 1 6.83

A v e r a g e 0.58 A v e r a g e A v e r a g e 0.22 A v e r a g e 2.04

B O E D e p o s i t  Size 525 Oil Gas

a B e c a u s e  the d i s t r i b u t i o n  of e a c h  r e s o u r c e  is e s t i m a t e d  i n d e p e n d e n t l y ,  " E c o n o m i c a l l y  R e c o v e r a b l e  Gas" a f t e r  

c o n v e r s i o n  to b a r r e l  of oil e q u i v a l e n t ,  c a n n o t  be a d d e d to "Economic/'illy R e c o v e r a b l e  Oil" to get " E c o n o m i c a l l y  

R e c o v e r a b l e  R e s o u r c e s "  (b a r r e l s  of o i l  e q u i v a l e n t ) "  at an y  p r o b a b i l i t y  l evel ex c e p t  at the ex p e c t e d  value (average).

^ C o n d i t i o n a l  u p o n  the e x i s t e n c e  of oil and gas d e p o s i t s  in the C o o k  I nlet B a s i n  region, this col u m n  p r e s e n t s  the 

, e s t i m a t e d  d i s t r i b u t i o n  of d e p o s i t  size m e a s u r e d  in c u b ic  feet of e c o n o m i c a l l y  r e c o v e r a b l e  gas.
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Sustainable Spending Levels 

from Alaska State Revenues
INTRODUCTION

In N o v e m b e r  19 8 2  the  c it izens o f  Alaska, 
fearing that  s ta te  govern men I was I 'mwini '  out  o f  
co n t ro l ,  passed a r e f e r end um  limit ing s ta te  spending.  
This  spending  limit,  which will b e c o m e  law in fiscal 
year  1981 ,  pu ts  a ceiling on  the  s ta te luidnet  and 
limits its g ro w th  to changes  in p o pu la t io n  a nd  prices. 
T h e  ini t iative sponsor s  felt that  l imiting t in1 growth  o f  
s ta te  spending  would  e l iminate  the  p ro b le m s  assoc - 
ati 'd with ai |  overwhelmin g  d e p e n d e n c e  on  the  soon  
to-lre-depleted tax base o f  l ' r udh oe  Hay pe t ro leu m,  

llowev(*r, falling wor ld oil prices t im in g  the past

18 m o n t h s  and  an an t ic i pa t io n  o f  s tab le  prices for  the  
n e x t  several years,  have rapidly red uced ,  if n o t  
e l iminated,  whatever  e f fect iveness  the  spending  l imit  
may have had in holding the  level o f  spending  be low 
total  revenues.  T h e  s ta te ,  th er efor e ,  k n o w in g  t h a t  th e  
cur rent  revenue  level is der ived largely f rom a d w i n d l ­
ing lax base and  ca nno t  he sus ta ined ,  m u s t  attain 
address  the  que s t ion  o f  how bes t  to  limit spending  o f  
cur rent  revenues.

This  Review d e m o n s t r a t e s  th a t  the  spending  
limit as present ly s t ru c tu re d  will he  ineffect ive in 
e i t l c r  (1) p roducing  savini's o u t  o f  c u r r e n t  revenues

Shortly of tor tin: state began collecting revenues 

from production of Pnulhoe Bay oil, an issue of the 

Review  entitled ‘'Alaska's Revenue Forecasts and 

Expenditure Options" (1978) showed that the then- 

prevailing trend in the growth of state spending would 

result in a current account deficit in 1989 and the 

elimination of tin.1 general and permanent fund balances 

by 1993. That Review  laid out tire policy options 

available to the state for dealing with the eventual 

decline in petroleum revenues.

Between 1979 and 1981, estimates of expected 

petroleum revenues increased dramatically, primarily be­

cause of the increase in oil prices. State spending (or 

existing and now programs correspondingly increased, 

causing the state to become oven more dependent on oil 

revenues for the support of government programs and 

the provision of jobs in the private sector than in 1978. 

Thus, despite dramatic oil price increases since 1978, the 

fiscal outlook for tire state Iras irot improved; iir fact, 

unless new spending policies are enacted, it will have 
worsened.

In illustrating Alaska's dependence oit oil, the 

following tabulation shows that no other state economy 

comes close to being as petroleum dependent as Alaska;

Percent of State Revenues Provided 

Directly by Petroleum

Severance
Taxes,
Rents,

Royalties

Corporate
Petroleum
Property

Tax Total

Texas (1978) 19.G NA NA
Louisiana (1978) 29.2 NA NA
Oklahoma (1978) 1G.0 NA N A
Alaska (1982) GG.8 19.7 8G.5

IMA: Not available.

This dependence upon petroleum revenues is of 

particular concern due to the projections of falling rev- 

erucs which have become the pattern in the last year. 

This Review  re-examines long-run state spending options 

in light of changing conditions affecting state revenues 

and expenditures. It discusses the •implications of the 

newly passed spending lim it initiative, contrasting it with 

a sustainable spending lim it and, in so doing, demon­

strates the range of spending options available to the 

state as petroleum revenues decline.
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o r  in (2)  p re ve n t in g  a s ubs tan t ia l  l o n g t e r m  dec l ine  in 
g o v e r n m e n t  services and  assoc ia ted  e c o n o m i c  act iv i ty 
w h e n  oil revenues  begin t o  fall. S ince  . . tale e x p e n d i ­
tu re s  mu s t  n o t  exceed  revenues  over  th e  ' ' ho le  cyc le  
o f  p e t r o l e u m  e x t r a c t i o n ,  il is th e  level o f  p e t ro l e u m  
revenues  m easu red  ove r  this  cycle  which  should  guide 
th e  e s ta b l i s h m e n t  o f  a spendin g  limit ,  b ecau se  p e t r o ­
leum revenues  will decl ine  in I he  nexl  d ecad e ,  even 
wi th  new discoveries ,  a spend ing  pol icy which  will 
avoid severe budge t  r e duc t io ns  in the  fu tu re  m us t  
a l low for  I lie cu r ren t  investment  o f  substan t ial  
revenues  to  cush io n  the  dec line.  Consequent ly , ,  the  
a m o u n t  o f  f u tu re  spen din g  which  can he s u p p o r t e d  
d e p e n d s  n o t  o n  an  a rbi t ra r i ly  establ ished  limit ,  h u t  on 
f u lu re  p e t r o l e u m  revenues  and  a pol icy for  cur ren t  
savings and  inves tment .

A f t e r  reviewing revenues  f rom p e t r o le u m  and  
o t h e r  t rad i t iona l  and  poten t ia l  sources,  this Review 
e xam in es  th e  fu t u re  e f fec ts  o f  the  sp end ing  limit 
vo te d  in to  law in 19 82 .  I t ' d e a r l y  d e m o n s t r a t e s  th a t  
beetaise the  l imit  is n o t  based 011 an l ic ipa t  1 levels o f  
revenues  a n d  will no t  p r o d u c e  a n y  signifii savings 
o r  investment. ,  il will n o t  work .  Indeed ,  it c a n n o t  
work  because  revenues  in th e  next  lew years  will just  
a b o u t  equ a l  th e  cu r ren t  l imit ,  and  in later  years  will 
fall subs ta n t ia l ly  sho r t .

If t h e  c ur re n t  spendin g  l imit  will n o t  work ,  th en

w ha t ,  if an y th in g ,  will? T h e  a u t h o r  suggests an a l te r ­
na tive  sp end ing  rule ha. 'd u p o n  sus ta inable  revenues.  
Speci f ical ly ,  his p rop os ed  limit would  base a llo w a b le  

sp endi ng  u p o n  th e  sum o f  rene w abl e  revenues plus 
..lie annual  real ea rn ings o f  s ta le  assets.  Ih idc r  this 
rule,  a f te r  an initial d o w n w a r d  a d j u s t m e n t ,  s la te  
e x p e n d i t u r e s  w eu ld  he insu la ted f rom the  decl ine in 
p e t ro l e u m  revenues.  This  rule Would requi re  h o l h  a 
sub s tan t ia l  c u t b a c k  in (lie s ta te  budge t  In  a p p r o x i ­
m ate ly  $ l , ! j  bil l ion and  a large ongoi ng  pr ogr am  of  
savings a n d  inves tment  o f  p e t r o l e u m  revenues  over 
a n d  above  tho se  c u r r en t ly  f lowing in t o  the  Per m ane nt  
F u n d .

T h e  presen t  spending  limit a nd  the  pr op os ed  
a l te rna t ive  set the  h o u n d s  wi th in  whieli f u tu re  s ta le  
s pe nd ing  ma y occur .  Co n t r as t in g  th e  tw o  clearly 
d e m o n s t r a t e s  the  t r a d e o f f  Alaskans face wh en  r u t  rent 
spend ing  exceeds  th e  level which  can he sus ta ined  in 
th e  long run.

A L A S K A  S TA TE R E V E N U E S
For reasons sel forth below, A Iasi,'a petroleum 

revenues w ill pea I: in the lale IDSOs ami steadily 
decline throughout the Ii)f)()n. This will cause an 
acuclcralinfi loss of revenue ami by the end o f the 
ileeade post' a serious fiscal crisis, the solution to 
which must he reached within llie next fete years.
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Pe t ro le um
Re venues  col lec ted  by Alaska s ta te  and  local 

go ve rn me nt s  c o m e  overwhelmingly  f rom the  p r o d u c ­
t ion o f  c rud e  oil. Be tween  1977.  th e  initial yea r  o f  
p ro d u c t i o n  f rom the  P r u d h o e  Bay field on  th e  Nor th  
Slope ,  and 19S2 .  pe t r o le u m  revenues rose f rom 5-1 
percent  to  87  pe rcent  o f  io ta l  s ta te  general  fund  
revenues.  In recent  years,  t ransfers f rom th e  state 
general  fund have b eco m e  an increas ingly i m p o r t a n t  
e lement  o f  local revenues.  C o n se q u e n t ly ,  pe t ro le um  
revenues su p p o r t  a large po r t i o n  o f  local g ove rn me nt  
as well as s t a te  g o v e r n m e n t  act ivi ty.

A b o u t  9 5  pe rcent  o f  Alaska c ru d e  oil p r o d u c ­
t ion in recent  years  has c o m e  f rom a single “ super 
g ian t"  field* —t h e  Pr u d h o e  Bay field on  Alaska's 
Nor th  Slope . Thi s  field ranks as the  tw el f th  largest 
field ever  d i scovered  in the  wor ld and the  largest ever 
d iscovered in N o r t h  Am er ica  (Table  1). T h e  10 billion 
barrels o f  recoverab le  oil at P r u d h o e  Bay m ake  it a 
super  giant .  By c o m pa r i son ,  on ly  tw o  o t h e r  fields di s­
covered in the  Uni ted  S t a t es  Fast Texas  and  Wilm­
ington initially held recoverable reserves in excess of  
2 billion barrels.  Except  for  these tw o,  m o r e  oil has 
been remov ed  f rom I he  P r u d h o e  Bay field dur ing  Us 
first 1.5 years  o f  p ro d u c t i o n  Ilian any  o i l ie r  Nor th  
Amer ican field.

T h e  C o o k  Inlet basin has a c c o u n te d  for  the  
rema ind er  o f  Alaska  c ru de  oil p r o d u c t i o n  since 
s ta te ho od .  P ro d u c t i o n  levels since s t a te h o o d  from 
Co ok  Inlet and  Pr u d h o e  Bay are show n  graphical ly 111 
Figure 1. S o o n  a f t e r  the  Pr u d h o e  Bay field began 
pr od u c t i o n  in 1977,  the  s ta le  p r o d u c t io n  total  
ju m p e d  over  6 0 0  percent .  Near ly 1 bil l ion barrels o f  
oil have been p r o d u c e d  f rom Co ok  Inlet in the  23 
years be tw een  s t a t e h o o d  and the  end  nl' 1981. Il now 
takes less th an  2 years to  p ro d u c e  the  same am oun t  
o f  oil f rom P r u d h o e  Bay.

Less d r a m a t i c  than  Hie increase 111 to ta l  p r o d u c ­
t ion 111 (lie lale 1970s,  but just as im p o r t a n t ,  has been 
the  decl ine  in p r o d u c t i o n  f rom the  Cook Inlet liusin 
dur ing  the  s am e period.  This  decl ine  reflects  the tael 
that every oil p rovince  fol lows a foreseeable cycle of  
g rowth ,  peak,  and  eventua l  decline.  In 1981,  Cook 
Inlet p r o d u c t i o n  had dec lined  to 10 percent  o f  its 
peak a t ta ine d  in !970 .

Phis p a t te rn  o f  g ro w th ,  s tabi l iza t ion,  and  decl ine 
111 annua l  p r o d u c t i o n  is charac te r i s t ic  o f  pe t roleum-  
producing  a reas  as well as individual  fields. It can he

*A “ giant" nil field in North America is defined as containing 
at least t(tt) m illion barrels o f recoverable oil. Although giant 
oil fields contain about 75 pcieenl o f all reserves, they are 
relatively rare because only about I percent o f fields arc large 
enough to lie classified as giants. Yet. 1 In* “ super giant" Print­
line llay field is 100 limes larger than a giant.

Tab le  1

P r u J h o e  Bay Oil Field in Perspect ive 

A. World's Largest Oil Fields

Size
(Billions

Name Location of Barrels)

Burgan Kuwait G8.980

Gliawai Saudi Aiahia GO. 278
Safania Sgudi Aialm i 17.851
Kiikuk trail 1G.320
Samotlokskoye USSR 14. GOO

Romashkmo USSR 14.040
Rum,ul,i Ii ai| 13.835

Gaclisaian hail 11.435

Martin ban 10.83/

Lagunillas Venezuela 10.782

Aglut Jai i liiin 10.084

Piinlhnt1 Bay USA 10.014

B. North America's Largest Oil Fields

Size
(Billions

Name Location of Barrels'

Pmdltoo Ray USA 10,014

Chiapas Mexico 0.513
1 a si 1 ex.e. IJSA 5.999

Wilmington USA 7.4 18

Pit/a Rica Mexico 2.078

I’emhma Canada 1 /47

Midway Sunset USA 1 083
Villi!!, USA 1 GOO

Wasson USA 1.508
Kent Itivei 1 ISA 1.453
Panhandle USA 1.415

Swan 1 tills Canada 1 315

I II.inn I’anui ii Mexico 1.304
Sho Vet 1 mil USA 1.300
1 Ik 1 lilts USA 1.700
Naranjos C u m  A /u l Mexico 1 1 / /

1 luntington Beach USA 1.0/0

Santa Ynez USA 1.000

Source: " th e  Si.micIi ('mug on foi (iian l I lelds," Oil ,mil (ins Join 
11,V, August l ! l / / .  p, 102 ilus l.ilile w ascom piled, ragmhcanl
discover ies made in Mexico have mcieasml the cstminted ultimately 
lecnveialile nisoivns lim n  sumo iields. One held, Clucmitepec, could 
rival I’ rurlhoi! llay in si/o. Inc. llie ie  is sumo im ilio ve isy  uvei the 
n llic ia l I’emex estimate nl i's lecnveialile leservos ul 10.1)0 billion 
I Minds, dee "W uilil Oil Flow  Slumps, Heseives U p ,"  Oil .m il Gas 
.loiiin.il, Decemliei 29, I9fib , pp 75-82; anil "G iant Chicnnte- 
pec Given <12 I'mcem ol Mexican Oil Heseives," Oil .mil O.is Join- 
ii,il, August 20, 1979. pp. 82 85.
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i d e n t ’fu'ci in every  ma jor  o i l -producing  s ta te .  Texas ,  
which  lias historical ly had  the  highest  p r o d u c t i o n  rate 
o f  any  s ta te ,  by  1 UK 1 was p ro d u c in g  at  a b o u t  7 .’i 
p e rcen t  o f  th e  post -Wor ld  War II peak  il reached  in 
1972.  O k l a h o m a  is p ro du c in g  at 70  p e r c e n t  o f  its 
peak.  In Louis iana,  cur ren t  p r o d u c t i o n  is n o w  only 
a b o u t  18 percent  o f  its peak.  In Kansas  and  New 
M exico  th e  percen tages  are 50  p e r c e n t  and  5 5  p e r ­
cen t ,  respect ively.  T h e  sa me  p a t t e r n  ho l ds  in Ihe 
o t h e r  m a jo r  p ro duc in g  s ta tes,  ex cept  for  Cal i fornia,  
which  in 1981 surpassed its p revious peak yea r  of  
19(58 by  2 percent .

becau se  o n e  supe rg ian t  field ove rwhelmingly  
d o m i n a t e s  c u r r e n t  Alaska p r o d u c t i o n ,  th e  eventua l  
p r o d u c t i o n  dec l ine  m ay  be m ore  ab ru p t  in Alaska 
than  e lsewhere,  based u p o n  cu r ren t  levels o f  p roved  
reserves,  including (in ad d i t io n  to  P . p d h o c  ba y )  
K u p a ru k ,  Kndico t l  (Point  T h o m s o n ) ,  a nd  s t a l e  leases 
in th e  beau  for t  Sea as wcli as C ook  Inlet ,  t h e  p r o d u c ­
t io n  peak will o c c u r  in the  m i d- 1980s ,  and  the  
subs equent  dec l ine  will he rapid.  Th is  is i l lust ra ted in 
Figure 2, which  pro jec t s  t h rou gh  2 0 0 5  oil p r o d u c t i o n  
f rom proved  reserves in Alaska.

This  pro jec t ion  i l lustrates t wo im p o r t a n t  po in ts .  
First ,  P r u d h o e  b a y  p r o d u c t i o n  will fall to  one- th i rd  
o f  its cur ren t  level in li t t le m o r e  t han  10 years.  
Secon  , the  in t r o d u c t i o n  o f  p roved  reserves f rom new 
fields uiich as Kupar uk  (which ,  at 1 .12 5  bill ion 
barrels ,  is i tself  a large “ g ia n t "  by N o r t h  Amer ican  
s t and a rd s)  will have o n ly  > mod es t  i m p a c t  o n  e i ther  
t h e  n u m b e r  o f  years  ove r  which  peak p r o d u c t i o n  can 
c o n t i n u e  o r  the  subse que nt  s lope  o f  t h e  dec l ine  in 
aggrega te  oil p ro d u c t i o n ,  b o t h  are d o m i n a t e d  by the  
abso lu te  size o f  P ru d h o e  bay .  T h u s ,  a field con ta in in g  
an es t ima ted  (iOO mil l ion barrels  o f  reserves,  such  as 
Kndicotl.  (Point  T h o m s o n ) ,  will p rovid e  o n ly  eno ug h

3O
5

Figure 2. Projected Production from Proved 

Alaskan Oil Reserves

oil t o  fill the  Alyeska  pipe l ine  for  o n e  year ,  o r  to  
p o s t p o n e  the  p r o d u c t i o n  dec l i ne  by o n e  year.

We u n d e r e s t i m a t e  u l t im a te  recoverable reserves 
by  basing p ro jec t io ns  u p o n  e s t i m a te s  o f  proved and 
p ro b a b le  reserves on  c u r r e n t l y  leased s ta te  lands 
because  the  process o f  e x p l o r a t i o n  an d  deve lopment  
is o ng oi ng  in Ihe  relat ively u n e x p lo r e d  Alaska front ie r  
regions,  Proved reserves a re,  in a sense,  on ly  the  
cu r ren t  inve nto ry  o f  Ihe  oil in dus t ry .  Addit ions  to 
tha t  invento ry  c o n t i n u o u s l y  o c c u r  th rou gh e x p l o r a ­
t ion and  d e ve lo pm ent  which  b o t h  bring new fields 
in to  p r o d u c t i o n  and  increase th e  u l t i ma te  p r o d u c ­
t ion o f  exist ing fields.

A c ru d e  oil inve nto ry  inc luding  proved reserves 
and  an es t im a te  o f  r ecoverab le  undiscovered  resources 
is s h o w n  in Tab le  2. As o f  J a n u a r y  1, 15)82, proved 
reserves were  S.72!) bi l l ion barrels ,  located mos t ly  on  
the  N o r th  S lope  al P r u d h o e  b a y  and  K uparuk ,  bo th 
o f  which  are n o w  producing .  Ad d i t i ona l  s ta le  lands 
(Kndico t l  and Ihe  beau  fort Sea)  which  are c i i r n n t l y  
u n d e r  lease and w he re  e x p lo r a t i o n  act ivi ty is ongoing  
are e s t i m a P ’d In con ta in  1.2 50  bill ion barrels. These  
a reas a re  also o n  the  N o r th  S lope .  Kst imales o f  
po ten t i a l  reserves in a reas  o f  th e  s ta le  cu r ren t ly  not 
y e t  leased, b o th  o n s h o r e  a nd  of fsho re ,  arc speculat ive 
in n a tu re .  T h e  most  recent  e s t im a te  for  these u n e x ­
p lored  regions is 21 .5  bil l ion barrels,  th e  major i ty  o f  
which  is e s t im ated  lo  be on  federal  lands on  Ihe 
N o r t h  S lop e  or  o f f sh o re  in the  b eau for t  Sea.

Lonrj Lead Time for  New Discoveries
T h e  a m o u n t  o f  oil which w ill be discovi red and 

u l t i m a te ly  p r o d u c e d  f rom these  region depe ix s up on  
Ihe e x p e c te d  cost o f  field devc ln pm e i  ' ill relat ion to 
th e  expe c te d  marke t  pr ice o f  th e  oil, bo th  o f  which 
m us t  lie e s t im a te d  m a n y  years in t o  the future  because

. I 75 billion panels
I I o ri— r— i—i— |— s— —̂>— t— | 

1995 2000 2005

Jan . 1 .1 9 8 2  c  „  
Em licotl
(P i. Thomson)

500

400

300

200

.600 billion 
liauols

Piutlhoe Bay 
& Kuparuk

8.55<l billion barrels

Beau Inn  Sea 
.650 billion bands

Cook Inlet
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Table  2

Alaskan  Crude  Oil Resources  Inventory

Billion
Barrels

Cumulative Production since 1950 IJ.in. 198?) 8 (104

P< odtloe Ba, 

Cook Inlet

2.107

.957

Proved Reserves*1 (Jan. 1, 198?) 8 7?9

Piudhoe Bay 
Kuparuk 

Cook Inlet

7.429

1.125

.175

Probable Reserves on Currently 
1 eased Slate L.mde1 (July 198?) 1 250

Eih Iicom (Point Thomson) 
Bcauloit Sea

.600

.650

Economic Undiscovered Resoinces*1 (Dec 1981) 21 5

Noi ill Slope onshore 

BcaulotI Shell

2.1

8.2

Aictu: National W ildlife Refuge 

National Pelioleum Resetve Alaska

2.3

2.1

Central Chukchi Shell 

Navai in Basin Shell 

St. Geoige Basin 

Bristol Basin 

Norton Basin

1.6

2.3

1.1

,6

.3

Onshore South of iliooks Range 8r 

Ollsliore South ol Aleutian Chain .9

‘'Slate of Alaska, Dcpailmcnl ol Naim.il Resoinces, Pi Overt 

and Probable Oil anil Gas Reserves, N inth Slope, Alaska, 

July 1982.

’’National I’etioletim Council, U.S. A rctic O il ,m il (S,is, 
Docemhei 1981 w asuiili/ed  fin estimates ninth ul Aleutian 

Cham o il si line autl n u illi ul die Ihiioks Range nnshinc. 

Economic unrliscoveted oil was based igmn an economic 

evaluation ol lecnveialile icseives using a II) peic.enl iisil 

iale ot ie lu m , p, 89. Olhei Alaska iesei ves weie 1 liken 1 nun 

U.S. Depatlmenl ol ihe In ic iio i, U.S. Geological Survey, 

1981.

o f  the  very long lead t imes  required for field d e ve lo p ­
men t  in the  Arct ic ,  es t imated  to lie l() to 15 years.  
Co ns eq u en t l y ,  a l th oug h it is safe to  say that  p r o d u c ­
t ion f rom cur ren t l y  undeve loped  fields will occur ,  il 
is imposs ib le  to  projec t when  it will oc c u r  and  in 
what  vo lumes.  Smal le r  fields, fields requi ring new 
technologies ,  and  fields fa r ther  from exis t ing p ipe ­
lines will he m o r e  expensive  to  deve lop  th an  Prudho e

Bay.  S o m e  discover ies  m ay  remain  un deve loped  if the  
cos t s  are to o  high,  even tho ug h th ey  m ay  he  " g i a n t "  
fields. T h e  pact* at which  fu ture  discoveries are 
conver ted  in to  p r o d u c t i o n  will slow d o w n  as m ore  
f ron t ie r  p rovinces  a re  ex p lo re d .  Conseq u en t l y ,  the  oil 
in dus t r y  agrees th a t  c o n t i n u e d  e x p lo ra t i o n  and  
p ro d u c t i o n  from new  fields will he unl ikely to  close 
th e  gap left by  1 In* dec l ine  o f  Pr u d h o e  Bay p r o d u c ­
t ion.  Kxplora t ion ch i e f  Roge r  l l c rc r ra  o f  t h e  Sold o  
Alaska  Pe t ro leum C o m p a n y ,  in di scussing th e  decl ine  
in Pr u d h o e  Bay p r o d u c t i o n  beginning  a f t e r  1988 ,  has 
s ta ted ,  "We w oul d  need to find a new  field each  yea r  
to  m a k e  u p  the d i f fe r ence  . . . T h a t ’s n o t  very likely,  
a nd  th a t ' s  when  the* c ru n ch  m a y  c o m e . ”  -

Im p o r ta n c e  of  Oil Field Loca t ion
St a te  revenues  f rom p e t r o l e u m  also d e p e n d  

u p o n  whe re  th a t  p e t ro l e u m  is located .  Cu rr en t ly ,  
vi rtual ly all proved reserves o f  c ru d e  oil lie un d e r  
s ta te  lands.  From this p r o d u c t i o n ,  th e  s t a te  receives a 
roya l ty  share  and co llec ts  t axes  o n  p r o d u c t i o n  and 
prof its .  In add i t i on ,  it t axes pe t r o le um -re l a ted  p r o p ­
er ty .  Ta lih 2 shows tha t  mos t  o f  the  oil y e t  to be 
di scovered is believed to  lie o n s h o r e  u n d e r  federal 
lands o r  o f f sh or e  u n d e r  the  o u t e r  co n t i n e n ta l  shelf.  
Al thoug h th e  s ta te  will he able to  tax pe t ro l eum  
p ro d u c t io n ,  p ro p e r t y ,  and  prof i t s  on  federal o n sh o re  
lands,  it will receive on ly  a share o f  the  federal 
royal t ies earned .  Off shore ,  b e y o n d  th e  .'l-mile l imit ,  
the* s la te  has n o  tax ing  a u t h o r i t y  and  will col lect  no  
royalt ies.  Prope r ty  ta x a t i o n  o f  shore-based e x p l o r ­
a t ion ,  d e v e l o p m e n t , and p r o d u c t i o n  facilities is 
cur r en t ly  t h e  on ly m e t h o d  by which  the  s ta te  could 
collect revenues f rom o u t e r  con t i n e n ta l  she lf  p r o d u c ­
t ion.  As a resul t ,  th e  s ta te  will he receiving a smal le r  
share  o f  the  revenues  f rom the  d e ve lo pm en t  o f  most  
new fields.

T h e  s ta te ' s  exac t  share  is impossible to  es t ima te  
accura te ly  since the  " ru le s  o f  the  g a m e ” for  dividing 
the  prof i t s  u jc  a lways  changing.  Kxpcrienee  in divid­
ing the  prof i t s  from Pr u d h o e  Bay p r o d u c t io n  suggests 
that there  will he co n t i n u in g  negot ia t io ns  a m o n g  the  
p a r t i e s o v e r  tin* d i s t r ib u t i o n  o f  p rof i t  shares,  because 
Ihe reward for  changing  the  a l locat ion  formula  is so 
great.* C o n se q u e n t ly ,  it m ay  he misleading  to t ry to 
predict  fu ture  revenues  u n d e r  c u r r e n t  d i s t r i bu t io n  
rules. It is safe lo  say,  however ,  that  th e  oil c om pa n-

-Alaska ( irow lli Policy Council, 15)81 Itcporl to tin* Governor, 
p.2-1.
•’ in the case o f Prudhoe Bay, the federal government, stale 

government, locil governments, and the oil companies.

’ Rewriting the eorporate income tax law, placing a ceiling on 
(lie severain e tax, etc.
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ies and  federal g o v e rn m e n t  will n o t  be p red isposed  to  
change  th e  ru les  govern ing  th e  sharing  o f  o u te r  
c o n t in e n ta l  sh e lf  revenues  to  favo r  t h e  s ta te  o f  
Ala; ka.

In s u m m a ry ,  nearly  all A laska p ro d u c t io n  and 
revenues  c o m e  from  th e  single largest “ su p e r  g ia n t” 
field ever d iscovered  in N o r th  A m erica .  A d ec line  in 
p r o d u c t io n  from  th is  field will begin in 5 y ears  and 
c o n t in u e  in to  th e  n e x t  ce n tu ry .  P ro d u c t io n  from  
p roved  reserves in o th e r  fields and  new  discoveries 
will n o t  be su ff ic ien t  to  fill th e  gap lef t  by  th e  d ec lin ­
ing P ru d h o e  Bay p ro d u c t io n .  T h e  d ec line  in s ta te  
revenues  will p ro c e e d  m o re  rap id ly  th a n  th e  p ro d u c ­
t io n  dec line  because  a large p o r t io n  o f  n ew  reserves is 
likely to  be lo c a te d  o n  th e  federa lly  c o n tro l le d  o u te r  
c o n t in e n ta l  sh e lf  w h ere  th e  s ta te  has n o  taxing 
au th o r i ty .

P e tro le u m  as a N onrecu rr ing  T ax  Base
Prudhoe Hay o il can appropriately be dewed as 

an asset worth $36 billion in 19S2 dollars.  ̂A t 
current rates o f expenditure, Alaska is rapidly deplet­
ing this asset, and it has no equivalent asset to meet 
future needs.

T h e  p reced ing  analysis  suggests t h a t  th e  over­
w helm ing  d o m in a n c e  o f  c ru d e  oil p ro d u c t io n  in th e  
A laska tax  base is a t ran s i to ry  p h e n o m e n o n .  If o ne  
e lem en t o f  th e  s t a t e ’s lax base is n o n re c u r re n t ,  
it. shou ld  he exp lic i t ly  iden tif ied  as such  and  revenues 
derived from  that base t rea ted  d if fe ren t ly  from 
recurr ing  revenues  f rom  a p e rm a n e n t  tax  base.

S ta te  oil revenues are  p ro ceed s  from  th e  sale o f  
a p a r t  o f  the  s t a t e ’s tax  base—tin* s ta te  g o v e rn m e n t ’s 
tax  and  ro y a l ty  “ s h a re ” o f  th e  oil. O f  th e  five m a jo r  
ca tegories  o f  p e t ro le u m  revenues, lease bonuses  ai.ul 
ro y a l ty  in c o m e  m ost clearly rep resen t  th e  sale o f  a 
s ta le  asset. T h e  o th e r  th ree  revenue  sou rces—the 
severance tax , th e  c o rp o ra te  incom e tax , and  the  
p ro p e r ty  tax on  oil and  gas p ro d u c t io n  and  t r a n s p o r ­
ta t io n -re la ted  p ro p e r ty  represent ta x a t io n  o f  a n o n ­
renew ab le  resource . T h e  s ta te  will receive these  
revenues  on ly  as long as oil is be ing  p ro d u c e d  and 
sold. In c o n tra s t ,  m ost o th e r  industr ies  d o  no t d e p e n d  
o n  a dw ind ling  resource  base. F o r  th em , c u rren t  
p ro d u c t io n  d o es  not p rec lude  fu tu re  p ro d u c t  ion; 
th ey  can  genera te  a c o n t in u o u s  flow o f  revenues I'.om 
a c o n t in u o u s  level o f  p ro d u c t io n .  In th e  oil industry ,  
h ow ever ,  if reserves a re  p ro d u ced  to d a y ,  th ey  will n o t  
be available as a tax  base  in th e  fu tu re .

'’When compnring llu> value of any asset at differi nl points in 
lime, the use of nominal dollars not corroded fo*. inflation can 
yield very misleading results. Consequently, in the text of this 
report, all figures are presented in 1!)K2 dollars unless speci­
fically identified otherwise.

P e tro le u m  as a CapitaJ Asset
Oil in th e  g ro u n d ,  th e re fo re ,  par t icu la r ly  in 

such  u n u su a l ly  large and  likely u n iq u e  fields as P ru d ­
h oe  Bay, r ep re sen ts  a cap ita l  asset o w n ed  b y  th e  
s ta te ,  s im ilar to  m o n e y  in th e  genera l fu n d ,  s ta le- 
o w n e d  land , o r  a s ta te -o w n ed  o ff ice  build ing. A 
rough  e s t im a te  o f  th e  value o f  th is  cap ita l  asset can be 
ca lcu la ted  by  m u lt ip ly in g  th e  p roved  reserves o f  oil 
(a t  th e  s ta r t  o f  th e  fiscal yea r)  by  th e  cu rren t  per- 
barrel level o f  p e t ro le u m  revenues. T h u s ,  if as was 
t ru e  a t th e  beg inn ing  o f  th e  1983  fiscal y ea r  (Ju ly  1, 
1 9 8 2 ) ,  th e re  were 7 .0 0 7  billion barrels  o f  proved 
reserves o f  oil in th e  g ro u n d  at P ru d h o e  Bay. an d  th e  
c u r r e n t  per-barrel  s ta te  revenue  f rom  all p e tro leu m  
tax es  and  roya lt ie s  was $5.-10, th e n  th e  value o f  the  
s t a t e ’s share  o f  th e  oil in th e  g ro u n d  a t  tha t  t im e  was 
$ 3 7 ,8 3 8  billion (T ab le  3).

This  e s t im a te  en ta ils  tw o  s im p l i f y i r r  a s su m p ­
tions .  Fi ve assum e th a t  real per-barrel  l m tes in 
fu tu re  j  . will be th e  sam e  as th ey  are to d ay .  
S e c o n d ,  • a ssum e  tha t  th e re  is no  d isc o u n t in g  o f  
th o se  revenues  w hich  will n o t  be co llec ted  until  som e  
fu tu re  year. In f la t io n  aside, a d o l la r  received to d a y  is 
w o r th  m ore  th a n  a do l la r  received in the  fu tu re ,  
because  th e  d o l la r  received to d a y  can  be invested to  
earn  a posit ive r e tu rn ,  and  c o n se q u e n t ly  will be  w o r th  
m o re  th an  o n e  d o l la r  nex t  year.  T o  c o m p a re  a do lla r  
received in th e  fu tu re  w ith  a d o l la r  received to d a y ,  we 
m u s t  d isco u n t  t h e  fu tu re  do l la r  by th e  earning 
p o te n t ia l  o f  th e  d o l la r  invested to d a y .  T h e  d isco u n ted  
value  is th a t  a m o u n t  w hich  o n e  w ou ld  be willing to  
pay to d a y  in r e tu rn  for  receiving a do l la r  at som e  
l im e  in Ihe fu tu re .  Banks, businesses, and  individuals 
c o m m o n ly  ap p ly  d iscoun t ra te s  to  fu tu re  revenue 
s t ream s  based on (heir  investm ent o p p o r tu n i t ie s ,  and 
th e  s la te  shou ld  d o  the  sam e. I f Ihe s la te  can ea rn  an 
average 2 percen t  an n ua lly  (a f te r  a c c o u n t in g  for 
in f la t ion ) ,  th e n  th e  fu tu re  p e tro leu m  revenue  s tream  
sh o u ld  be d is c o u n te d  at I hat ra te .  T h is  reduces  the  
presen t value o f  Ihe P ru d h o e  Bay tax  base a t th e  start 
o f  Ihe  15)83 fiscal year  to  a b o u t  $ 3 i  billion, which 
rep resen ts  the  value to d a y  o f  Ihe fu tu re  s tream  o f  
revenues  th e  s ta le  will receive.

C hanging  V a lue  o f  S ta te 's  Share
T h e  value o f  th e  s ta te 's  share  o f  the  oil in the  

g ro u n d  at P ru d h o e  Bay changes annua lly  because  
( 1 ) oil is being w ith d raw n  from  Ihe field at the  ra te  o f  
r>-17 m illion lau re ls  per year ,  (2) th e  real m arket value 
o f  oil flucti* ties, (3 )  lax law m o d if ica t io n s  change  the  
p e r - b a r -  1 tax liability , and  ( I) in fla tion  changes  the  
price  o f  ( il. T h e  c o m b in a t io n  o f  these  fac to rs  has 
caused  the  value o f  P ru d h o e  Bay oil in th e  g ro u n d  to  
vary d ram atica l ly  from  y ea r  to  year.
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Table  3

Value to  th e  S ta te  of Oil in th e  G ro u n d  a t  P ru d h o e  Bay

Undiscounted 
Value to ihe State of Oil

Initial Production Related in the Ground
Fiscal Year Oil in Place Production Petroleum Revenues a) Prudhoe Bay
lending in (billion (billion (billion S) State Revenues per Barrel (billion S)
calendar year) (barrels) barrels) (Current SI (1982 SI (Current S) (1982 S) (Current S) (1982 SI

1978 9.35G .314 .G30 .892 2.0V 2.84 18.80G 26.650
1979 9.042 433 .979 1 259 2.26 2.91 20 435 2G.288
1980 8.609 .508 2.141 2,499 4.21 4 92 36.244 42.311
1981 8.101 .547 2.914 3.12G 5.33 5.71 43.178 46.325
1982 7.554 .54 7 3.998 3.998 7.30 7.30 55.144 55.144
1983 lesl.) 7.007 .547 2.95G 2.7G3 5.40 5.05 27.838 35.362
1984 lost.) G.4G0 .547 3.010 2.G29 5.50 4.81 35.530 31 033

Source: Oil in Place lion i Alaska Oil anil Gas Conservation Commission. Si.ihslic.il Ri’/io r i, annual, convened In liscal yeai liasis, Piudhne Bay Gold 
only.
Stale Revenues per Bartel is calculated as total production related petroleum revenues includiruj Permanent Fund contributions and ANCSA 
payments (Roya lty , Seveiance la x .  Pmpe.ny la x . Oil and Gas Income 'a x  fmm Alaska Department ul Revenue. Ih'vvntic Snarccs. annual I 
divided Ity annual ptoducitor. The teserves lax is netted out o l 1977 a.id the credit added into 19/8 and 1979. These I m iu io s  ate a slitiht 
overestimate since they include Cook Inlet Oil Revenues, Bonuses are nr ", included tin 1980 
Value ol state shaie ol Prudhoe Bay oil is calculated as oil in place multiplied Iiy pel banal tax .evenin'.,
Anchoiai|e consume! pi ice index tin 198? assumed to lie 2GB Inflation lim n  1982 to 1984 assumed lo lie 7 percent annually

T hu  c o m p o n e n ts  o f  th e  year- to -year  change in 
the  asset value o f  P ru d h o e  Bay oil arc p resen ted  
individually in T ab le  I. At the  start o f  each year,  I lie 
initial value is d e te rm in e d  as th e  p roduc t  o f  q u a n t i ty  
in place and  average per  barrel revenues. As the  
m arket price for oil fluelual.es and Ihe laws change, 
average per-barrel revenues increase o r  decline. This 
changes the  value o f  oil in place |inven to r ies) .  Over 
th e  course  o f  I lie year,  oil is w ithd raw n  from the  
field: ihis genera tes  revenues for the  s la te .  These  
revenues can be divided in to  I he sale o f  assets and the  
conversion  o f  assets. T h e  sale o f  assets is th a t  p o r t ion  
o f  pe tro leu m  revenues which goes in to  th e  general 
fund and is su b seq u en t ly  spen t .  Conversion o f  assets 
consists  o f  that p o r t io n  o f  pe tro leu m  revenues which 
is converted  in to  a d ifferen t form o f  asset e i the r  
physical o r  financial capital.

b o o k in g  at year- to -year  changes in Inc real asset 
value o f  P ru d h o e  Bay oil in th e  g ro u n d ,  we see that 
ho ld ing  wealth  in Ihe form o f  oil was a good invest­
ment from  15)78 until  late 15)81 because, in spile  
o f  the  annua l  w ithdraw al o f  5 17 m illion barrels, the  
real value o f  oil in the  g round  grew from $28.91) b il­
lion in 1978 to  $ 5 9 ,1 7  billion in 1981. Since then , 
how ever, the  reverse has been true .  T h e  asset value o f  
the  s ta le  share o f  P ru d h o e  Bay oil fell by m ore  Ilian 
20  billion dollars  be tw een  15)8’ and 15)82 1 > $ 3 7 .8  1 
billion. This  is prim arily  Ihe .uIt o f  a fall in per- 

barrel revenues from $ 7 .3 0  to  $ 5 .0 5 .  In 15)83, the 
value o f  th e  oil will dec line  by m ore  than  $2  b il­

lion, prim arily  because  o f  th e  w ithd raw al o f  5 1 7  m il­
lion barrels from  th e  field.

P rudhoe  Bay oil is no t Ihe only  c o m p o n e n t  o f  
s ta le  w ealth . O th e r  assets  consist o f  na lurid  resources  
on  s ta le  lands and in s la te  w aters ,  b o th  renew ab le  and 
n o n ren ew ab le ;  and  cap ita l ,  b o th  physical and  f in a n ­
cial. T he  m o n e ta ry  value o f  each asset in the  s ta le  
p o r t fo l io  is equal lo  th e  present value o f  Ihe fu tu re  
revenues e x p ec ted  lo  flow from  it. T h e  value o f  th e  
s ta le 's  na tura l resources  and physical capital is not 
cu rren t ly  k n o w n .  ()n  th e  o th e r  h and ,  the  value 
o f  Ihe financial cap ita l  o f  the  s ta le  is equal to  its 
cu rren t  balance. T h e  Alaska Perm anen t F u n d  and  the  
s ta le  general fund are th e  main e le m e n ts  o f  s ta le  
financial capital T h e  net w or th  o f  s e m i-a e io n o m o u s  
s ta te  agencies such as Ihe A laska Housing F inance  
C o rp o ra t io n  and Ihe Alaska Pow er A u th o r i ty  r e p r e ­
sent a n o th e r  e lem ent o f  th e  financial Wealth o f  Ihe 
sta le .

Tab le  I inc ludes th e  conversion  o f  pe tro leu m  
assets in to  financial assets in th e  Perm anen t Fund . 
This  u n d e re s t im a te s  to ta l  asset conversion  and  
i Teslimtil.es the sale o f  oil m th e  g ro u n d  because  il 
i not show  convers ions  to  resources  which d o  not 

readily  q u a n t i f ia b le  values such as the  net 
w or th  o f  public  agencies and  ad d i t io n s  lo  p h y i c a l  
capita l.  I lo we v r, il is c lear that in each yea r  since 
p ro d u c t io n  began at P ru d h o e  Bay, the  conversion  o f  
p e tro leu m  assets in to  a l te rn a t iv e  assets o f  readily  
iden tif iab le  value has been m o d es t .  In Ihe early  years,
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Table  4

C o m p o n e n ts  of  Change in U n d isc o u n te d  V alue  to  th e  S ta te  of Oil in th e  G ro u n d  a t  P ru d h o e  Bay
Billion S

1978

Value ol Oil in Giound (July 1) 

Current S 

1982 S

1'3.806 

26.660

1979

20.435

26.288

Fiscal Year (ending in)
1980

36.244 

42.311

1981 1982

43.178

46.325

55.144

55.144

1933

37.838

35.362

1984

35.530

31.033

Add: Change in Value of Inventories3
Cm tent S 2.259 16.788 9.074 14.880 -1 3 .3 2 6  .648 NA

1982 S 3.20 i 21.596 10.593 15.966 -1 3 .3 2 6  .606 NA

Deduct: Total Sale & Conversion 

of Assets (Petroleum Re«/euu ■ I 

Cuuent S 

1982 S

.630

.893

.979

1.259

2.140

2.498

I) 2.914 

3 .126

3.980

3.980

2.956

2.763

3.010

2.629

Net Sales o l Assets'*

Cuuent S .580

1 9 8 ? S .822

Conveision o l Assets1' (Cottlt itmlions 

lo Peimaitem I und)

Cm tent S .050

1 9 8 2 S .07!

.895 

1.151

084

.108

I 910

2.229

2301’

.269

1.629 

1.748

I.285

1.3/9

2.771

2.7/1

.209

.209

2.317
2.166

.639

.697

NA

NA

.326
211!)

I guiils: Value ol Oil in (itoontl (June 30)

Cuuent S 20.435 30.244

1982$ 28,959 46.025

43.178 05.144 37,838 36.030 NA

00 400 0 9 .1 /0  37.838 33 206 NA

''Cl tenge in value ol i esei ves due to changes in I m ill crude oil market pi ice and stale tax laws (calculated as the ie- it Inal 

ul yeat end value plus sales anil convei sinus minus yeai stall value),

Lease sale Imnus iavenues nut included,

'T o ta l pet I oleum I e venues net ol Pet m.ii 'em I mid taint t it ml mils.

"$4 m ilium  t:<it1 11 limit'd lo the IV im .iiienl I tmtl m liscal ye.n I ' . ) / /  is not included lieie. Includes Ihe amounts tians 

Ictieil in 1981 thit)tit|li I983tm tlei the special a|>|iiti|iiia'inns made in 198! and 198?.

Sum ce I'et i oleum t event ms consist ol myalt tes, sevci at ice taxes, in t j mu I v taxes, anti oil and gas income tax mi lot I mg

I Vi m alien I I tint! Conti it hi I n ins ami A 14 CO A payment s. I l l , ' i "serves lax is net led out ol 19/ / and at It let I into

1 9 /8  anil 19/9 figines. I'elio leum  levi'tiues ate on a liscal y< a. hasis.

Iniiisl’t 'is  inlii llic I’urnumi'iil F und  averaged loss than  
lO p c iv c n l  u l’ p e tro le u m  ri'veiuu's, When special 
I’ei'iiiaiit'iil F und  appi'tipi'iiilinns were m ad e  in fiscal 
years  I'.LSI, 1982, and  198.3, Ihe  eiinvi'f.sion to  
financial assels  slill averaged o n ly  82  pereen l o f  
pel -oleum revenues.

Historic;'.! Fluctuation in State Wealth
My defin ing  s ta le  w ealth  lo  inc lude  b o th  the  

s t a l e ’s share  o f  oil in th e  g ro u n d  at I’ru t lhoe  May and 
th e  ba lance  in the  Alaska I’eriii".:"!!! F u n d ,  we can 
t race  th e  h is torical f lu c tu a t io n  ii. t > t a I s ta le  w ealth

(T ab le  5). W e s e e l h a l  in 1978, I lie co m b in ed  value o f  
IItose tw o  assets was $ 2 9 ,0 3 0  billion, essentia lly  all in 
llie form  ol oil in the  g round . In J a n u a ry  1983, s ta le  
w ea lth  was e s t im a ted  to  he $ 3 0 ,5 8 5  billion, w ith  the  
p ro p o r t io n  held in Ihe Alaska Perm anen t F und  close 
In It) pe reen l .  T h e  g ro w th  o f  Ihe Permaiicnl Fund
balance  lias I   d ram a tic .  When viewed in dollars
rt n'reci et I for in fla tion , how ever, we see th a t ,  absent 
fu r th e r  special ap p ro p r ia t io n s  lo  the  P en u an en l  
F u n d ,  its real value will increase m uch  m u re  slowly 
in fu tu re  years, If nom ina l  earnings are w ithd raw n  
from  Ihe P erm anen t F und ,  a substan tia l  p o r t io n  o f
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new , regular  fu n d  c o n t r ib u t io n s  will he requ ired  jus t  
to  m a in ta in  th e  real value o f  th e  fu n d .6 A ssum ing 
w ithd raw al o f  all earnings, th e  P e rm an en t  F u n d  
balance  is e s t im a ted  to  increase by on ly  $61  m illion 
in 1 9 8 2  do llars  be tw een  1 9 8 3  an d  198-1 in sp ite  o f  a 
c o n t r ib u t io n  o f  $ 2 8 5  million over  tha t per iod . M ost 
o f  the  fu n d  c o n t r ib u t io n  will he  needed  ju s t  to  o ffse t  
in f la t ion  w hich  co n t in u o u s ly  e ro d es  th e  real value o f  
th e  P erm anen t F u n d  balance.

T he  Recurring  T ax  Base
Recurring state revenues are miniscule com­

pared lo current levels o f state spending and cannot 
be realistically viewed as an answer to the state's 
impending fiscal crisis, unless a radically nnv ap­
proach is taken to the savings and investment of 
current slate revenues.

S ta te  general fund revenues can be d iv ided in to  
six ca tegories  - four  m a jo r  and  tw o  m inor .  T h e  first 
tw o  th e  stile o f  assets an d  in co m e  from inv es tm en ts— 
rela te  prim arily  to  p e tro leu m  and  have a lready  been

''F iu ler current Itnv, a portion o f lV m iani'iil Fund earnings 
must lie rctiiini'd for I he purpose o f capital preservation. This 
increases Hie estimated growl Ii in (lie Permanent Fund bill- 
in i f .  Current inlcrprrlatiim  o f Ihe law, however, appears In 
th . ine retained earnings its net o f distribution o f 00 percent o f 
the fund earnings under Ihe Permanent Fund dividend pro- 
grain, ('nnseipieitlly. at historical inflation rates, the real value 
o f Ihe fund will slill decline without cim lim ious large enntri- 
billions.

discussed. R ecu rr ing  revenues co llec ted  from  indiv id­
uals and  businesses c o n s t i tu te  the  o th e r  tw o  m a jo r  
categories. T h e  personal and  c o rp o ra te  in c o m e  taxes  
have h istorically  been  th e  m o st  im p o r ta n t  o f  these 
recurring  revenues. A small p ro p o r t io n  o f  general 
fu n d  revenues com es f rom  th e  tw o  rem ain ing  sources  
—federal transfers  and  use r  fees. Federa l  transfe rs  are 
usually  res tr ic ted  to  p a r t icu la r  pu rp o ses  such  as 
cap ita l  inves tm ents  for  t r a n sp o r ta t io n  and  hea lth  
p ro jec ts  o r  transfe rs  lo  individuals. F e rry  system  
rece ip ts  co n s t i tu te  th e  largest revenue  in th e  ca tego ry  
o f  u se r  fees, which also inc ludes c o u r t  fees.

Tab le  6  p resen ts  a h is torica l review ol: recurring  
s ta te  revenues in re la t ion  to  n o n re c u r r in g  pe tro leu m  
revenues and investm ent earnings. Business revenues 
consist o f  th e  c o rp o ra te  in co m e  a n d  gross rece ip ts  tax 
as well as business licenses. R evenues  f rom  individuals  
are defined  as nonlnisiness tax es  p lus  nonbus iness  
licenses. T h e  m iscellaneous ca teg o ry  inc ludes b o th  
federal shared revenues and  user  fees as well as o th e r  
small ca tegories  o f  governm ent rece ip ts .

In tin* c u r re n t  fiscal yea r  o f  1983, fully 8 6  p e r ­
cent o f  revenues are  d irec t ly  from  n o n recu r r in g  p e t r o ­
leum ac tiv ity ;  7 pe rcen t  o f  general fund revenues 
co m e  from recurring  revenues n o t  d irec t ly  re la ted  to  
pe tro leu m . An equal p ro p o r t io n  is c o n t r ib u te d  by 
inves tm en t earnings. However, m ost o f  Ihe rep o r ted  
I’c rm anen l F und  earnings are m o re  a p p ro p r ia te ly  
classified as th e  sale o f  tin asset, since earn ings are 
ca lcu la ted  be fo re  in f la t ion . T h e  real ea rn ings tire just

T ab le  5

C o m b in ed  Asset V alue :  U n d isc o u n te d  S ta te  S hare  of P ru d h o e  Bay an d  Alaska P e rm an en t  F u n d
(In billions of 1982$)

July I Assets 
Oil in Ground 

l ’i iin . I iim l II,il 

I otal

1978

$26 (>!>() 

.000 
$2li.b!i(i

1979

$20,288 

. 00! )  
$20.3!) 7

Fiscal Yrrar (muling in calendar year)

1980

$42.311 
.101 

$ 4 2 .4 /2

1981

$40.32!)

.518
$40,843

1982

$5!). 144 

1.708 

$50,912

1983

$35,302 

2.782 

$ 3 8 !  44

‘1984

$3! .033 

3.108 

$34,192

Change in Assets

0  I in Ground $2.30!) $20,337 $3,090 $12,845 S 17.300 $ -2 ,1 5 0  NA

fV im .lu m lB .i l.  .071 .108 .403' 1.379 1.209 .587 .285

I otal $2,380 $20,440 $8,498 $14,224 $ 10.097 $ 1.83!) NA

.luiii! 30, Assets

0,1 in Ground $28,909 $40,025

Pi m i.  Fund Bat .070 .178

Total $29,035 $40,803

$50,400

.504

$ 5 0 .9 /0

$0!). 1 /() 
1.897 

$01.00/

$37,838
2.977

$40,815

$33,200

3 .3 /9

$30,585

NA

3.443

NA

Noim All Permanent I und namings (nominal as well as teal) tiansleiieil to General I mid, 

' Includes iiioeeeds ol $114 m illion bom  lieauloit Lease Sale.
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a small p o r t io n  o f  th e  n o m in a l  r e tu rn .
In  c o n tra s t ,  a lm o s t  53  p e rc e n t  o f  revenues in 

19 7 4  w ere  co llec ted  f ro m  individuals, n o n p e t r o ­
leum businesses, a n d  m isce llaneous  sources. O ver the  
last several years ,  p r im ar i ly  because  o f  th e  e lim ina tion  
o f  th e  persona l  in c o m e  ta x ,  th e re  has been  a d ram a tic  
fall in b o th  th e  real a m o u n t  as well as th e  percen tage  
o f  revenues der ived  f ro m  individuals , an d  th is  has 
o ccu rred  a t  a t im e  o f  rap id  p o p u la t io n  and  in co m e  
gro w th .  In  1 9 8 3 ,  o n ly  an  e s t im a te d  $51  m illion will 
be  co llec ted  f rom  individuals , c o m p a re d  w ith  $3 8 1  
million as re c e n t ly  as 1 9 7 7 .  S im ila rly ,  th e re  has been 
a decline  in real revenues  f rom  non-o il-re la ted  busi­
ness, b u t  it has  n o t  been  as p rec ip i to u s  as th e  decline  
in ind iv idual revenues. W hereas  taxes  and o th e r  
revenues  co llec ted  f ro m  ind ividuals  w ere  m ore  than  
d o u b le  th o se  co llec ted  from  non-o il  businesses in 
19 7 7 ,  non-oil business re c e ip ts  w ere  a lm o s t  d o u b le  
th o se  o f  ind iv iduals  b y  th e  early  1980s .  T h e  e x p a n ­
sion o f  in v e s tm e n t  earn ings d u r in g  th is  pe r iod  has 
on ly  pa r t ia l ly  o f f s e t  th e  dec l in e  in revenues frcm  
ind iv iduals  an d  non-o il  businesses. A f te r  co rrec t ing  
for  in f la t io n ,  w e  find t h a t  real in v e s tm e n t  earnings 
rem ain  a m o d e s t  so u rc e  o f  revenues.

F u tu re  R evenues:  A c tu a l  a n d  Po ten tia l
Even if Alaska's personal income tax is rein­

stated and its corporate tax rate increased, Alaska's 
revenue gap— the difference between projected reve­
nues and state expenditures under the current spend­
ing limit— will approach $I billion by 1991.

Figure  3 sh o w s  a p ro je c t io n  o f  fu tu re  revenues 
based u p o n  likely p e t ro le u m  p ro d u c t io n  (including 
na tu ra l  gas) from  leased areas  as well as curren t  t rends  
in recu rr ing  (ind iv idua l,  non-o il  business, and miscel­
laneous) general fund revenues.  A revenue  gap a p ­
pears in 1 9 8 9  a t  a b o u t  th e  t im e  p ro d u c t io n  from 
P ru d h o e  Bay begins to  d ec line .  R evenues  th en  fall

d u r in g  each  succeed ing  year.  N e i th e r  in v es tm en t  
earnings n o r  business, individual, o r  m iscellaneous 
revenues  will be large enough  b y  1 9 9 0  to  o ffse t  th e  
fall in p e t ro le u m  revenues.

Several s tra teg ies  have  been  suggested  fo r  dealing  
w ith  th is  p ro je c te d  rev en u e  gap:

1. Increase  th e  f low  o f  p e t ro le u m  revenues. Th is  
co u ld  resu lt  f ro m  raising th e  per-barrel tax  
ra te  o r  increasing  p ro d u c t io n  o n  s ta te  lands. 
H ow ever,  tax  increases cou ld  o n ly  te m p o r a r ­
ily c o m p e n sa te  fo r  declin ing  p ro d u c t io n  and  
co u ld  acce le ra te  it. T o  fully rep lace  th e  
revenue  w h ich  th e  s ta te  will lose f ro m  th e  
d ec line  in th e  P ru d h o e  Bay field w o u ld  
req u ire  d e v e lo p m e n t  o f  a n ew  field on  s ta te  
lands  every y ea r .  We have sh o w n , an d  all 
know ledgeab le  sources  agree, t h a t  th is  is 
v ir tua lly  im possib le .

2. Rely  o n  th e  d e v e lo p m e n t  o f  n o n p e t ro le u m  
n a tu ra l  resources .  C o m p a r in g  th e  value o f  
n a tu ra l  re sou rce  in d u s try  o u tp u t s  in A laska  
ind ica tes  t h a t  no  a lte rna tives  cou ld  e x p a n d  
e n o u g h  in a few years  to  g en era te  t h e  level o f  
sales necessary  to  prov ide  a ta x  base c o m p a r ­
ab le  to  p e t ro le u m  (T ab le  7). In 1981 ,  p e t ro l ­
eum  (c ru d e  oil p lus  na tu ra l  gas) a c c o u n te d  for 
92 .5  p e rc e n t  o f  na tu ra l  re so u rce  sales; seafood  
c o n t r ib u te d  5 .9  pe rcen t .  All o th e r s  c o m b in e d  
to ta led  on ly  1 ,6  pe rcen t .

F o r  e x am p le ,  ju s t  t o  m a tc h  th e  value o f  
p e tro le u m  o u tp u t ,  th e  fishing industry  
w ould  need  to  e x p a n d  1 ,600  p e rcen t .  P ro f i ta ­
b ility  in th e  in dus try  w ould  also need to  in­
crease. T h e  reso u rce  base will n o t  a llow this.

A lte rna tive ly ,  coal, o f  w hich  Alaska has 
large reserves, is o f te n  suggested  as a successor 
Lo p e t ro le u m . M any d ep o s i ts  are  n o t  n o w  
e co n o m ica l ly  a t t ra c t iv e  because  o f  th e i r  
loca t io n ,  b u t  fields such  as th e  Beluga anil 
N en an a  have a d e f in i te  p o te n t ia l  for  d e v e lo p ­
m e n t  an d  ex p an s io n  d u r in g  th e  co m in g  
d ecade .  If th e  s ta te  royell.y and  re la ted  taxes  
were to  to ta l  $1 per  to n  oT coal (w hich  is 
h igher  th a n  c u r r e n t  s l ide  revenues  p e r  to n  o f  
coal p ro d u c e d ) ,  th en  an  an n u a l  p ro d u c t io n  o f  
4 billion to n s  w ould  he requ ired  to  equal th e  
nearly  $4 billion in p e t ro le u m  revenues 
co llec ted  by  th e  s ta te  in fiscal y ea r  1982 .  
F o u r  billion  to n s  is a b o u t  4 ,0 0 0  tim es  c u r r e n t  
p ro d u c t io n  and  is also a p p ro x im a te ly  th e  
to ta l  d e m o n s t ra te d  reserves in these  fields.?

? Alaska Department of Natural Resources, Open File Report, 
No. 51, 1975.



PAGE 12 U N IV E R S IT Y  O F A LA S K A , IN S T ITU T E  OF SO C IAL A N D  ECONOM IC RESEARCH

Table  7

M ark e t  V alue  of U nprocessed  
A laska N atu ra l Resource:,. >981

M illion S Percentage

Crude Oil SI 2,396 91.9%
Seafood 792 5.9
Timber 120 .9
Natural Gas 83 .6
Gold 54 .4

Coal 18 .1
Agriculture 12 .1
Furs 6 I i
Other Minerals n )

. 1

Total S13.485 100-.’,.

N oto: Petroleum value calculated at wellhead. All others 

calculated at Alaska market price.

Source: Crude oil, natural gas, und gold from Division of 

Budgel and Management, Oflice of thr; Governor, 

A laska Statistica l Review , 19S2. Coal, other m in­

erals, furs, timber, estimated by author try extrap­

olation. Seafood from Alaska Department of Fish 

and Game (preliminary). Agriculture from A laska  
A gricu ltu ra l Statistics, 1982.

T h u s ,  it w ou ld  be physica lly  im possib le  to  
g en e ra te  th e  sam e  a m o u n t  o f  revenues  from 
coal as  from  oil. D ev e lo p m en t  o f  th e  coal 
in d u s t ry  m a y  p ro d u c e  it s tab le  n u m b e r  o f  jo b s  
and  a f low  o f  revenues, bu t  it  c a n n o t  rep lace  
th e  m a g n i tu d e  o f  revenues gen e ra ted  by  p e t ­
ro leum .

3. Rely o n  d o w n s t r e a m  processing o f ,  o r  value 
ad d e d  to ,  A laskan  resources . C u rren t ly ,  
revenues  from  such  d o w n s tre a m  processing 
are  pr im arily  o b ta in e d  from  th e  c o rp o ra te  
in c o m e  tax . A t  c u r re n t  tax  rates, th e  c o r p o r ­
a te  tax  base w ould  need to  grow to  over 
100  tim es  : .s cu rren t  size to  rep lace  the  
revenues  f rom  p e t ro le u m  in 1982.

I. R e im p o se  th e  persona l  in co m e  Lax and 
increase  c o rp o ra te  tax  ra tes. R e im posing  the  
persona l  in c o m e  tax  and  d o u b l in g  th e  c o rp o r ­
a te  in c o m e  tax  ra le  w ould  increase individual 
and  business tax es  o n ly  m o d es t ly ,  as s h o w n  in 
F igure  4. T h is  s tra tegy  w ould  fill th e  revenue  
r/np fo r  on ly  o n e  y e a r  a n d  w ou ld  su b se q u e n t ly  
r e d u c e  it by  » dj a. small percen tage .

C learly , no  o n e  o f  these  s tra teg ies  is c apab le  o f

filling th e  gap. In a d d i t io n ,  a d o p t in g  all o f  th e m  
w o u ld  l ikely y ield  revenues no  h igher  th a n  those  
e s t im a te d  to  resu lt  from  increased ta x a t io n  o f  in­
co m e ,  because  tax increases te n d  io  re s tr ic t  the  
g ro w th  o f  th e  ta x  base. T he  rev en u e  gap th u s  presen ts  
th e  s ta te  w ith  a d iff icu lt  cho ice  reg a in in g  fu tu re  
e x p e n d i tu re s .  O n  th e  o n e  h an d ,  th e  revenue  gap can 
he ignored. T h is  w ould  m ean  ad ju s t in g  to  c o n t in u ­
ous ly  dec lin ing  revenues  beginning  in 5 years. On th e  
o th e r  hand , in v es tm en t  stra teg ies  using  a p o r t io n  o f  
c u r r e n t  revenues  cou ld  be devised to  p rov ide  a fu tu re  
s t ream  o f  earn ings to  rep lace  dec lin ing  pe tro leu m  
revenues.

TH E SPE N D IN G  LIMIT
8;, 1988 slat ' revenues will full below llte slate 

spenuir,i; limit and set the stcge for a run on the 
slate's accumulated surpluses, including the Rerma- 
n.eht Fund.

Beginning with the fiscal y ea r  1984  b u d g e t ,  th e  
s ta te  will l e r i t  e x p e n d i tu re s  by placing a ceiling on 
a p p ro p r ia t io n s  w hich  changes from  y e a r  lo  y ea r  w ith  
p o p u la t io n  an d  infla tion . T h e  ceiling, es tab lished  at 
$ 2 .5  billion for  the base fiscal y ea r  1982 , ex e m p ts  
o n ly  d e b t  service. P e rm an en t  F und  d iv idend  p a y ­
m e n ts ,  vo te r-approved  capita l e x p e n d i tu re s  and 
su p p le m e n ta l -'- P e rm a n e n t  F u n d  ap p ro p r ia t io n s .  T h e  
l im it also specif ies tha t  a t  least .'1 p e rc e n t  o f  a p p ro ­
p ria t io n s  m u s t  be a l located  to  cap ita l  e x p e n d i tu re s  
a n d  loans.

T h e  sp end ing  '.'unit o f  $ 2 .5  billion will n o t  he a 
real cons tra in t  on  ap p ro p r ia t io n s  in any  fu tu re  year  
because  general fund revenues are p ro jec ted  to  at 
m o s t  ecpial o r  fall s h o r t  o f  a llow able  spend ing  u n d e r  
th e  fo rm u la  limit -very year (F igure  I). T h is  projec-

Fignro 4. Sf.itc Fiscal Situation: $2.5 billion 
Constitutional Spending Lim it *

'T liu  oxpomliniH! limit grows io constant 1982 ilollats due 
to |)o|)iilation giow lli which is pi ejected at the talc o l 2 pi.-t 
con! ar "ually Without population growth, the expenditure 
limit ceiling would he a Hat line,
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t ion  is based u p o n  the  a s su m p t io n s  su m m a r iz e d  in 
T ab le  S.H S p e n d in g  u p  to  th e  l im it can  o c c u r  d u r ing  
th e  first 4 years, beg inn ing  in FY 1 9 8 4 ,  o n ly  by 
d raw in g  u p o n  th e  acc u m u la ted  ba lances in th e  
genera l fund .  R a th e r  th a n  gene ra t in g  savings by 
l im iting  spend ing , th e  l im it p e rm its  th e  l iq u id a t io n  o f  
th e  m o d es t  general fund  balance .

By 1 9 8 8 ,  t h e  sp end ing  l im it ceiling will have 
b e c o m e  ineffec tive  because  th e  rising ceiling will 
have surpassed revenues.  By 1 9 9 1 ,  * -jnues will have 
fallen $1 billion be low  th e  l im it,  and  in su b seq u en t  
years ,  th e  rev en u e  gap will c o n t in u o u s ly  increase 
(F igure  5). By 1 9 9 5  it will equa l  $ 2  b ill ion—h a lf  the

(NCOCT

O

CO

100

50

25

1982
n -

1985

or

1990 1995 2000 2005

Figure 5. Revenues From New Sources Necessary to Fill 

Revenue Gap Under Spending Lim it

CO 3  O  C 
*—  a  >
c  -

5 *
t IC —

hTIu- projection also assumes that oil and gas exploration, 
development, and production remain important basic activi­
ties, and growth occurs in fish harvesting and processing, 
mining, limber, manufacturing, and tourism. The stale budget 
is divided as follows: capital spending is assumed to be one- 
third of the total and lo he divided equally between construc­
tion projects and subsidies to housing and industry-. All capital 
expenditures are paid from the general fund. Consequent!-, 
the only expenditure items not covered by the ceiling consist 
of Permanent Fund dividends at the rate of one-half of nomi­
nal Permanent Fund earnings and debt service payments which 
decline each year as outstanding bonds are paid off. The 
Permanent Fond rcecivi ., its constitutionally mandated share 
of petroleum royalties and bonus payments, while all other 
excess current account revenues remain in the general fund 
where they earn interest until spent.

level o f  1 9 8 2  revenues. A ltho u g h  the  g ro w th  o f  this 
gap b e tw een  spend ing  an d  revenues will su b seq u en t ly  
s low  d o w n ,  in 10  m o re  years it will still reach $3  b il­
lion. T h is  gap rep resen ts  th e  a m o u n t  o f  revenues tha t  
w ould  lie requ ired  f rom  new sou rces  to  keep  s ta te  
spend ing  u p  to  the  ceiling d e f in ed  by th e  lim it 
fo rm ula .

T he P e rm a n e n t  F und  is th e  o n ly  financial asset 
which th e  s ta le  could  d raw  u p o n  lo  fill th e  rev mu* 
gap c rea ted  by falling revenues and a grow ing  s p e n d ­
ing limit ceiling. When revenues  fall be low  th e  ceiling, 
h ow ever ,  the  P e rm a n e n t  F u n d  balance  will be abou t 
$ 4 .5  b illion , a m o d e s t  annum ! because  o f  I In- annual

T ab le  8

Principal A ssum ptions  of  P ro jec t ions

S TA TE R EVEN U ES 

Petroleum
Royalties 'p p io xim a te  Dept, ol Revenue, Dec. 1982, 50% probability lotec; 

Severance* Tax Approximate Dept, o l Revenue, Dec, 1982, 50% probability loioci 

Corporate Tax 20% ol severance tax.

"topeny Tax Dept, of Revenue, June 1982 Imeeasl with 4% annual qiuw tli elli-t 

bonuses Zero.

st with 2% annual decline abet 1998, 

si with 2'!,i annual decline allei 1998.

1984.

Recurring Revenues

All Revenues determined Ity MAP ooonomotiio model al cu iien ily  existing tax tales.

R E TU R N  ON IN V E S T M E N T

Real rate of return on general fund balances 2% annually, 

Real rate ol tetiirii on Permanent Fund balance 3% annually.

SPENDING L IM IT

Inflation 7.4 pet cent long-run .... age annual rate. 

Population 2 pet cent annual growth.

Royalties and severance t ixes ate tlv- June 1982 30 percent probability lot coast ol the Depailmetii of Revenue. llte 

nndiscotinted sunt nl pelt oleum tevi tines as piojected Ity llte 1 lepat Intent ol Revenue wete 8 percent lower in Septum 

hot 1982 than in June aid ate expected lo In.- again lowot in Decemhei. Thus, we estimate the 30-peicent probability 

lotecasi of June lo approximate me Decemhei 50-pet cent piohahility forecast.
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w ithd raw al o f  b o th  real and  n o m in a l  ea rn ings to  fund  
th e  Permanent, F u n d  d iv id en d  p ro g ram  a n d  to  su p p le ­
m en t  gt ,ieral fu n d  re v e n u e s .9 Because o f  these  
w ithd raw als ,  th e  real value o f  th e  a c c u m u la ted  
balance  in th e  P e rm a n e n t  F u n d  (b e fo re  annua l  
c o n tr ib u t io n s )  will have been e ro d in g  a b o u t  7.4 p e r­
c e n t  annua lly  ( th e  in f la t io n  a te ) ,  an d  c o n t r ib u t io n s  
from  roya lt ies  and  b o n u se s  equa l  to  7.4 p e rc e n t  o f  
t h e  a c c u m u la ted  ba lance  will lie necessary  each  yea r  
ju s t  to  keep  a b re a s t  o f  in f la t ion .

A lthough  th e  A laska  c o n s t i tu t io n  p ro h ib i ts  
w ithd raw al o f  pr inc ipa l  from  th e  P e rm a n e n t  F u n d ,  
th e  em ergence  o f  a revenue  gap  w ould  genera te  
t re m e n d o u s  pressure  lo  o p e n  i t  u p .  If th e  P e rm an en t  
F u n d  were o p e n e d  a t  th is  t im e  to  m a in ta in  spend ing  
levels, it w o u ld  be co m p le te ly  sp e n t  w ith in  -1 years. 
AI the  end  o f  th a t  t im e ,  th e  s ta te  w o u ld  find itself 
w ith  no  sources  o f  fu n d s  w ith  w h ich  to  rep lace  falling 
revenues, and  s ta te  e x p e n d i tu re s  w o u ld  have to  be  c u t  
sha rp ly  and  a b ru p t ly .

T he sp end ing  l im it  will n o t  serve to  avoid a 
revenue  gap because  il will ineffec tively  res tr ic t  
spend ing  in th e  early  years. It es tab lishes  n o  fram e­
w ork  for d e te rm in in g  th e  p ro p e r  levels o f  inves tm en t 
o u t  o f  p e tro le u m  revenues  an d ,  c o n se q u e n t ly ,  will 
genera te  an in su ff ic ien t  level o f  recu rren t  earnings 
from  inves tm ent.  T h e  m a jo r  asset th e  s ta te  will have 
as revenues fall is th e  P e rm an en t  F u n d ,  th e  earnings 
an d  principal o f  w hich  will he i isuffic ient to  fill Ihe 
gap for long.

Figure ;i show s  th a t  w ith  th e  presen t spend ing  
limn in place, th e  assets o f  th e  s ta le ,  d e f in ed  as the  
sun o f  oil in the  g ro u n d  plus th e  P e rm a n e n t  F u n d ,  
w," rapidly d iss ipa te .  (O th e r  assets  such  as h o m e  
m ortgages are not inc luded  because  we have no 
in fo rm a tio n  o n  th e  c u rren t  o r  p ro jec ted  s ta te  h o ld ­
ings o f  these  assets. Regardless, even a p o r tfo l io  o f  
these  assets w o r th  $5  billion w o u ld  not s ignificantly  
a l te r  the  p ic tu re .)  P e tro leu m  ca n n o t  lie c o n v e r ted  to  
o th e r  form s o f  w ea lth  (Uiiekly enough  u n d e r  Ihe 
presen t spend ing  lim it to  m a in ta in  th e  asset p o r tfo l io  
from  which earn ings  are g en e ra ted ,  T h u s ,  as (b e  s ta le  
port folio declines , so will asset earnings.

In th e  co m in g  years ,  pub lic  s e c to r  d e m a n d s  for 
providing basic services in e d u c a t io n ,  hea lth ,  social 
services, resource  m anagem ent.,  pu b l ic  p ro te c t io n ,  and 
t ra n sp o r ta t io n  will c o n t in u e  to  grow  w ith  the  e c o n ­
o m y  and real incom es. How ever, by th e  end o f  I be 
c e n tu ry  o n ly  a b o u t  $1 billion an n u a l ly  (1R82 d o l ­
lars) will be  available lo  fund all govern m en t  p r o ­
grams. T h e  c u tb a c k s  requ ired  to  live w ith in  a $1 
billion budget co n s tra in t  will be  d ras t ic  and  will

^Reinvestment of Permanent Fu.v earnings would only mar­
ginally change (lie conclusions.

u n d o u b te d ly  e l im in a te  m an y  p ro g ram s considered 
necessities. 1(1

A se c o n d  c o n s e q u e n c e  o f  a c u tb a c k  in sta le  
spend ing  will be  a large e c o n o m ic  c o n t ra c t io n ,  resu lt­
ing f ro m  decreased  g o v e rn m e n t  sp en d in g  in the  eco n ­
o m y . C u r re n t ly ,  o p e ra t in g  budget  ap p ro p r ia t io n s  are 
used to  pay  th e  wages and  salaries o f  over 15 ,000  
s ta le  g o v e rn m e n t  e m p lo y e e s  as well as su p p o r t  a 
large n u m b e r  o f  th e  2 4 ,0 0 0  local g overnm en t e m p lo y ­
ees th ro u g h  various local .cvenuc  t ra n s fe r  programs. 
T h u s ,  a b o u t  o n e  in six o f  Ihe 2 0 0 ,0 0 0  jobs  in the 
s 'x le  e c o n o m y  d irec t ly  re su l t  from  s la te  opera ting  
ap p ro p r ia t io n s .  In a d d i t io n ,  th e  cap ita l  budget d i r e c t ­
ly p rov ides  e m p lo y m e n t  to  a significant port ion  o f  
the  c o n s t ru c t io n  in d u s t ry .  Also, Ihe Perm anent 
F und  d iv id en d  p ro g ram  and  s ta te  loan program s 
p u m p  in c o m e  in to  th e  e c o n o m y  o n  a scale similar to  
th e  payro ll  o f  a m a jo r  in d u s try  like c o n s tru c t io n  or  
m a n u fa c tu r in g .  Overall,  ab o u t  o n e - th ird  o f  c u rren t  
persona l in c o m e  can be (raced , d irec t ly  o" indirectly , 
to  s ta te  governm ent spend ing , l a k e  o lh c i  industries, 
s ta le  sp en d in g  has a ‘‘m u l t ip l ie r” e ffec t  in Ihe trade, 
service, f inance , and  o th e r  su p p o r t  s e c to r  industries 
o f  th e  s ta te .  A forced  re d u c t io n  in spending  would 
cause a c o n t ra c t io n  o f  p r iva te  s u p p o r t  sec to r  activity  
because  Ihe “ m u l t ip l ie r "  w o rk s  in a negative as well 
as in a positive d irec t io n .

A m o re  o p t im is t ic  p ro je c t io n  o f  p e tro leum  rev­
enues  d o e s  n o t  a p p rec iab ly  a l te r  o u r  conclusions. This 
b eco m es  ev id e n t  w hen  we c o m p a re  th e  accum ula ted  
halane  > in Ihe  general fund  in 1988 u n d e r  present

* "Future expondil nro flexibility is I'url her limited by the 
spending limn requirement tluil til least one-third <>tappropri­
ations be for eapitid projects, about twice the historical 
proportion. The operation and maintenance of this new capital 
slock will place added demands on shrinking revenues in 
future years.
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revenue  p ro je c t io n s  w ith  h igher revenue  p ro jec t ions .  
U n d e r  c u r r e n t  p ro jec t io n s ,  th e  general fund  balance  
in 1 9 8 8  w o u ld  be  $ 6 8  m illion . A 2 0 -p e rcen t  increase 
in p e t ro le u m  re v e n t i 's  (an  a p p ro x im a te  increase from  
$ 2 0  to  $ 2 5  billion  in nom ina l  dollars) w ou ld  resu lt  in 
th e  a c c u m u la t io n  o f  $ 2 .4  billion (in 1 9 8 2  dollars) in 
th e  general fund . T h is  w ould  fill t h e  revenue  gap un ti l  
1 9 9 2 . 11

By low ering  th e  spend ing  l im it coiling, we can 
red u ce  an d  delay  th e  revenue gap b u t  n o t  e l im ina te  it. 
I f  th e  initial ceiling were  se t a t  $ 1 .5  billion, s ta te  
e x p e n d i tu re s  w o u ld  m o re  closely ba lance  w ith  
revenues (F igu re  7). T h e  s ta te  w ould  be able to  
susta in  su rp lus  o n  c u r re n t  a c c o u n t  in th e  general 
fund  t rough  1 9 9 5 .  T h ro u g h  th e  a c c u m u la t io n  and  
invest ie n t  o f  these  surpluses, th e  general fund  w ould  
grow  d ram atica l ly  to  a peak  o f  $ 8  billion ( 1 9 8 2  d o l ­
lars) by  1 9 9 2 . 12 In th is  case, w hen  the  dec line  in 
p e t ro le u m  revenues  red u ced  c u r r e n t  a c c o u n t  revenues  
be low  th e  e x p e n d i tu re  l im it,  t h e  general fu n d  ba lance  
cou ld  lie used to  cover  the  revenue  gap and  sustain  
spending . W ithdraw als  w ould  n o t  e x h a u s t  th e  general 
fu n d  u n t i l  2 0 0 3 .  A t  th is  p o in t  th e re  w ou ld  again he 
t r e m e n d o u s  pressure  to  o p e n  u p  th e  P e rm a n e n t  F u n d ,  
desp ite  a s ta te  c o n s t i tu t io n a l  p ro h ib i t io n .  If th e  s ta te  
were to  w ith d raw  from the  P e rm a n e n t  F u n d ,  its 
ba lance  w o u ld  be used tip in a b o u t  I years. T h e re ­
a f te r ,  th e  s ta te  w ould  again he facing a revenue gap 
with no  m eans  o f  filling it.

T h e  lo w er  spend ing  lim it w ould  help  th e  s ta te  
to  b o th  live w ith in  its m eans  and  a eeu m u la te  a 
fund  w hich  cou ld  be d raw n  u p o n  to  su.stein spend ing  
for  10  y ears  a f te r  pe tro leu m  revenues begin to  
decline .  H ow ever,  it  w ould  n o t  e l im ina te  th e  revenue  
gap p ro b lem , o n ly  p o s tp o n e  it. Because s la te  s p e n d ­
ing u n d e r  this l im it w ould  lit* a l low ed to  g row  m ore  
rap id ly  th a n  uonpcLrnlcm n revenues, the  g row th  o f  
sp end ing  w ould  even tua lly  o u ts t r ip  th e  g ro w th  o f  
n o n p e t ro le u m  revenues. This  p rob lem  can be han d led  
on ly  by re s t ru c tu r in g  th e  spend ing  limit.

THE S U S T A IN A B L E  STA TE 
E X P E N D IT U R E  LE V E L

.\  spending rule tluit would hold annual appro­
priations at or below the level o f  sustainable revenues 
would allow Ihe stale lo live within its means and

* 1 Which is approximately coin pi: ruble lo a movement from 
the SO-pcrcent to 70-perecnl level of the cumulative frequency 
distribution of the Department of Revenue petroleum revenue 
forecasts.
,2 l)uriii|> ti.e interval from 199T io 15)95, a positive general 
fund current account balance would lie increasing the nominal 
value of the general fund balance, but not fast enough lo 
offset (lie erosion of real value due lo inflation.

avoid the future need for sharp and massive cuts in 
expenditures as oil rev, Hies decline.

Because  th e  c u r r e n t  sp en d in g  l im it  d o es  n o t  
g e n e ra te  savings o u ts id e  th e  P e rm a n e n t  F u n d ,  pub lic  
services m u s t  fall d ram a tica l ly  w hen  p e tro leu m  
revenues  decline . P refe rab le  th e re fo re  w o u ld  be an 
a l te rn a t iv e  sp end ing  ru le  t h a t  p reven ts  a p rec ip i to u s  
dec line  in g o v e rn m e n t  sp end ing  w ith  its a t t e n d a n t  
negative im p a c t  on th e  p r iva te  sec to r .  O n e  possibility  
w ould  be  a level o f  sp en d in g  th a t  c o u ld  ne  sus­
ta ined  in th e  fu tu re  in d e p e n d e n t  o f  y ea r- to -year  
f lu c tu a t io n s  in p e tro leu m  revenues.

A sus ta inab le  e x p e n d i tu re  level is o n e  w hich  can 
be  m a in ta in ed  a t  a c o n s ta n t  o r  g row ing  level in “ re a l” 
te rm s  (c o rrec ted  fo r  in f la t io n )  w hen  p e tro le u m  
revenues  decline .  I t  m u s t  in c o rp o ra te  tw o  e lem ents .  
Fin I, each  y e a r  a sav ings/inves tm en t dec is ion  m u s t  
lie m a d e  s im u ltan eo u s ly  w ith  th e  sp end ing  decis ion  
ra th e r  than  t rea ting  savings as th e  residual le f t  a f te r  
spend ing . In o th e r  w ords ,  sp end ing  each yea r  shou ld  
be gu ided  by long-range fiscal co n s id e ra t io n s  ra th e r  
than  hy  th e  a m o u n t  o f  revenues  available fo r  Ihe 
c u r r e n t  year. S eco n d ,  sp end ing  m u s t  n o t  grow faster 
than  recurring  revenues—revenues  in d e p e n d e n t  o f  
d w in d l in g  resources.

Im p lem en tin g  th is  s tra tegy  first req u ires  tha t 
th e  level o f  su s ta inab le  revenues  he ca lcu la ted , 
because  this will d e te rm in e  th e  sus ta in ab le  spend ing  
level, S u s ta inab le  revenues co n s is t  o f  th e  sum  o f  
all recurr ing  r e v e n u e s 12 p lus  th e  earn ings o n  the

12ln practice, there is no dear distinction between a recurring 
and a nonrecurring revenue because, on the one hand, revenues 

(Footnote IT continued)
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Table  9

C alculating  S u s ta inab le  Spend ing

A. Components of Annual Sustainable State Revenues 

(m illion 1982 S)

Recurring Revenues S450
Recurring Petroleum (excluding Prudhoe Bay) S250
Current Nonpotroleum 200

Investment Earnings (see below) 750
Total Sustainable Annual Revenue F low  S I ,200

Equals: Total Sustainable Annual Expenditures S I , 200

Total Sustainable Annual Expenditures (1984 fiscal year) S1.475

B. Investment Earnings Matrix 

(m illion 1982 S)

Present Value ol Stale Investment Holdings 
(Prudhoe Bay plus Fund Balances) 

(billion 1982 S)

S10 S20 $30 S40 $50 S60

0% SO SO SO $0 SO SO

1% 100 200 300 400 500 COO

1.5% 100 300 450 GQC 750 900

2% 200 400 GOO 800 1,000 1,200

2.5% 2ii() 500 750 1,000 1.260 1,500

3% 300 GOO 900 1,200 1.500 1.800

3.5% 350 700 1.050 1.400 1,750 2,100

'% 400 800 1,200 1.600 2.000 2,400

p o r tfo l io  o f  s ta te  w ea lth .  While it  is re latively  easy to  
e s t im a te  recu rr ing  revenues based u p o n  past t re n d s  in 
n o n p e t ro le u m  business and  persona l  tax es  as well as 
m isce llaneous  revenues, it  is m o re  co m p lic a te d  to  
e s t im a te  th e  value o f  th e  s ta te  p o r tfo l io  o f  w enhh .  
H ow ever,  th e re  is n o  d o u b t  t h a t  it now  consists  
p rim ari ly  o f  P ru d h o e  Bay oil and  th e  P e rm a n e n t  
F u n d  b a lance  (T ab le  5). T h e  annua l  real r e tu rn  on  
these- assets, w h ich  consists  o f  a p o r t io n  o f  annua l  
p e t ro le u m  revenues and  real fund  earnings, is the  
earn ings o n  th e  s ta te  po r tfo l io .

T h e  real m o n e ta ry  earn ings on  th e  assets hold b y  
th e  s ta te  in 1 9 8 2 ,  b o th  in th e  form  o f  oil in th e  
g ro u n d  a t  P ru d h o e  Bay an d  in financial assets, to ta led  
a p p ro x im a te ly  $ 7 5 0  million. T h is  was th e  earnings, at 
a 2 .5  p e rc e n t  real ra te  o f  r e tu rn ,  o n  assets w ith  a p r e ­
sen t  value o f  $ 3 0  billion. R e c u r re n t  revenues  were 
a b o u t  $ 4 5 0  million, inc luding  p e tro le u m  revenues 
from  fields o th e r  th an  P ru d h o e  Bay. T h u s ,  to ta l  sus­
ta inab le  revenues equa led  ab o u t  $ 1 .2  b i l l io n ,11 In 
n o m in a l  dollars , this would  he a b o u t  $ 1 ,4 7 5  billion 
in 1984  (T ab le  9).

T hese  revenues o f  $ 1 ,4 7 5  billion in 1984 would  
cover  n o t  on ly  o p e ra t in g  and  cap ita l  ex p e n d i tu re s ,  
lilit also d e b t  service and  P erm anen t F u n d  d is t r ib u ­
t io n s  (w hich  are o u ts id e  th e  c u r re n t  sp en d in g  limit). 
T h e  d if fe rence  be tw een  ac tua l revenues co llec ted  and  
sus ta inab le  revenues sp en t  und i the  IL i i t  w ould  go 
in to  sav ings/inves tm en t fo r  m a in te n a n c e  o f  th e  
sus ta in ab le  revenue  level in fu tu re  years , As th e  level 
o f  recurring  revenues, in f la t ion , and  earn ings  o n  tlie 
p o r t fo l io  o f  s la te  assets ( hanged , th e  sp end ing  limit 
ceiling w ou ld  also change.

T h e  resu lt  o f  im p lem en tin g  th e  sus ta inab le  
sp en d in g  s tra tegy  w i th o u t  re im posing  the  personal 
incom e tax  is i l lustra ted  in Figure 8 . 1,r’ We assum e

12( Continued)
from depleliihle resources inns continue for such a long time 
that ll>ey become, in effect, recurrent; ami recurrent revenue 
sources may disappear with shifts in economic nelivity. The 
most obvious example o f a dwindling revenue is the proceeds 
o f a one lim e bonus lease sale. Consequently, in this analysis, 
we treat Printline Kay revenues as a unc-lime ••.indl’all that is 
dwindling and other petroleum revenues as well as alt revenues 
from other sources as recurring. In fact, our analysis is rela­
tively insensitive In a shift in Ihe definition o f  oilier petroleum 
revenues between recurring and nonrecurring.

1 Mteimposing Ihe personal income lax could raise this lim it 
by about $200 m illion.

*'r,\Ve phase out the Permanent Fund dividend program, local 
government grants from the capital budget, and all loan suhsi- 
di/.alion over a period o f three years through 1986. A down 
ward adjust.iienl o f  the economy occurs in 198-1 in response 
lo tin1 imp l ition o f the sustainable spending lim it. Kxpcnd- 
llurc growtu after 1981 is determined by Ihe rate o f  inflation 
and by the absolute growth in recurring revenues, because

thill e x p e n d i tu re s  w ould  g radually  fall ove r  a 3-year 
period from the ir  cu rren t  level to  th e  susta inable  
lim it, a f t e r  which th e y  w ould  grow indefin ite ly  willi 
r *curring revenues. S ta le  general fund  spcudinp. would  
lie less I ban general fund  revenues from  th e  in it ia tion  
o f  * his s tra tegy  until 2005 . liaeh year ,  revenues in 
excess o f  recurring  revenues w ould  lie saved and 
in vested. We assum e  th is  savings w ould  go in to  Ihe 
general fund, a l th o u g h  it cou ld  go in to  the I 'erma- 
nen l Fund . In a sh o r t  t im e, th e  general fund w ould  
grow  larger th an  Ihe P e rm a n e n t  F u n d ,  Karnini from 
Ihe general fund  w ould  b e c o m e  an inereas igly 
im p o r ta n t  c o m p o n e n t  o f  to ta l  revenues. A f te r  I 97 , 
th e  general fund  ba lan ce  w ould  begin lo  fall in r e d

12(C<mlimird)
recurring revenues are projected lo  grow slowly under current 
lux laws, the growth o f  expenditures is much slower than in 
Ihe ease o f  the spending limit formula.
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Figure 8. State Fiscal Pattern: Sustainable 

Spending Strategy

dollars , d u e  le w ithd raw als ,  even th o u g h  it. c o n t in u e d  
lo  grow  in nom ina l  dollars . Because we assum e in Ibis 
east' I hat P e rm anen t F u n d  earn ings w ould  he re in ­
vested un til  need ed ,  he value o f  th e  fu n d  w ou ld  grow 
m uch  m o re  i ipidly .hail in th e  p rev ious exam ples .  In 
2 0 0 5 ,  the  h; lance w ould he $12 .1  b illion ra th e r  th an  
$ 5 .3  billion (in th e  ease w h ere  all ea rn ings  art* w i th ­
d raw n) .  Kv n lu a l ly ,  tin real earn ings o f  th e  P e rm a­
nen t  F u n d  w ould  b eco m e  th e  m ain  sou rce  o f  s ta te  
revenues. . t,l so m e  point a f te r  2 0 0 0 ,  as P ru d h o e  Ray 
p e tro le u m  revenues ran o u t ,  uctuul revenues  w ould  ho 
no  g rea ter  Ilian sus ta inab le  revenues, and  at tha t l im e , 
c x p en d i t i  res w ould  he sel to  equa l  ac tu a l  revenues. 

This s tra tegy  provides b o th  a savings and a 
spending  form ula . T h e  savings and  investm ent neces­
sary lo  Maintain Ihe level o f  su s ta inab le  revenues in 
In I u re  j ,‘ars is Ihe d if fe rence  b e tw een  ac tu a l  revenues 
an d  siu a inab lc  revenues. T h e  y en r-by -year  a l loca tion  
betw ei i spend ing  and savings/ in v es tm en t  is show n 
grapbi ally in Figure 9. In the  early  years ,  savings and 
invest len ls ,  n o t  inc luding  inves tm en ts  in th e  P erm a­
n e n t  F u n d ,  must be g rea te r  th an  sp end ing  if a su ff i­
c ient asset base Is to  be built up  to  avoid  the  revenue 
gap. ^

T h e  p o r t fo l io  o f  p ub lic  w ea lth  w ould  evolve 
ove tim e, as sh o w n  in Figure 10. As th e  value o f  oil 
in he g ro u n d  dec lined  w ith  .e x t ra c t io n ,  it w ould  he 
rc| laced by a grow ing value o f  financial cap ita l  in th e  
IV in o f  th e  general and P erm an en t  funds. Karnings 
fr mi financial assets  w ould  rep lace  p e t ro le u m  reve- 
n ics as Ihe  p r im ary  fund ing  so u rce  for  s ta te  govern-
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m o n t.  T h is  convers ion  plan  a n d  its m a in te n a n c e  
w o u ld  re q u ire  a p a r t ic u la r  ty p e  o f  d isc ip line  and  
re s t ra in t .  T h e  s ta te  p o r t fo l io  o f  assets w o u ld  be 
c o m p o se d  o f  d is c re t io n a ry  assets  r a th e r  th a n  th e  
c u r r e n t  n o n d isc re t io n a ry  oil reserves; m a in te n a n c e  o f  
th e  asset value w o u ld  re q u ire  co n s id e rab le  p ru d e n c e  
and  o r ie n ta t io n  to  long-te rm  needs.

A f te r  th e  initial e x p e n d i tu re  a d ju s tm e n t ,  d r a ­
m atic  y ea r- to -year  va r ia t ions  i r  sp end ing  and  th e  
n t t e n d e n t  d is lo ca t io n s  cou ld  be e l im in a ted  u n d e r  th is  
p lan . R ecu rr in g  revenues change  m o d e s t ly  from  y e a r  
to  year.  T h e  earn ings  p o te n t ia l  o f  assets in th e  s t a t e ’s 
p o r t fo l io  w o u ld  vary from  yea r  to  year ,  fo r  e x am p le ,  
d u e  lo  p ro ceed s  from  a lease salt*, from  a d ju s tm e n ts  
in th e  value o f  ex is ting  assets , o r  f rom  an a d ju s tm e n t  
in the  real ra te  o f  r e tu rn  on  th e  p o r t fo l io .  A l th o "g h  
each o f  these  fac to rs  cou ld  s ign if ican tly  a f fec t  e a rn ­
ings in tin* sh o r t  run  and  c rea te  cons id e rab le  u n c e r ­
ta in ly  in the  long ru n ,  p ru d e n c e  suggests using so m e  
c o m b in a t io n  o f  past values fo these  variables in
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es t im a tin g  earn ings f rom  assets. Th is  w o u ld  s m o o th  
o u t  a n y  y e a r- to -y ea r  va r ia t ion .

T h e  a m o u n t  o f  su s ta inab le  sp en d in g  in any  y e a r  
is p r im ar i ly  a fu n c t io n  o f  th r e e  variables. T h e y  are (1) 
th e  real r e tu rn  o n  s ta te  assets, (2) th e  level o f  p e t r o l ­
eu m  revenues, a n d  (3) th e  level and  g ro w th  o f  reve­
nu es  from  recu rr in g  sources .

T h e  real re tu rn  o n  s ta te  assets  is th e  m o s t  
im p o r ta n t  d e te rm in a n t  o f  th e  su s ta inab le  spend ing  
level. T h is  can  be  seen clearly  in T ab le  9 ,  p a r t  B, 
w h ich  show s, fo r  various s ta te  p o r t fo l io  levels an d  
real ra tes  o f  earn ings, th e  an n u a l  c o n t r ib u t io n  to  
su s ta inab le  sp end ing  (real earn ings)  f ro m  th e  asset 
p o r t fo l io .  F o r  ex am p le ,  we have assum ed  a real r e tu rn  
o f  2 p e rc e n t  on  th e  general fu n d  and  3 p e r c e n t  o n  th e  
P e rm a n e n t  F u n d ,  for  a c o m b in e d  ra te  o f  a p p ro x i ­
m a te ly  2 .5  pe rcen t .  A t  th is  ra te ,  a  $ 3 0  billion p o r t ­
folio  w ou ld  p ro d u c e  $ 7 5 0  m illion  in su s ta inab le  
sp en d in g  an n u a l ly .  A chan g e  in th e  in te re s t  ra te  o f  
.5 p e rc e n t  w o u ld  change  su s ta inab le  sp en d in g  by 
$ 1 5 0  million.

A b o u t  90  p e rc e n t  o f  s ta te  assets  a re  c u r re n t ly  
held  as p e t ro le u m  (T ab le  5). If th e  p re se n t  value 
o f  p e t ro le u m  revenues  is d o u b le  c u r r e n t  e s t im a te s  
( th e  e s t im a te d  D e c e m b e r  1 9 8 2  5 0 -p e rc e n t  c o n f id e n c e  
level o f  t h e  D e p a r tm e n t  o f  R ev en u e ) ,  th e n  annual  
sp en d in g  o f  $ 1 .5  billion  r a th e r  th a n  $ 7 5 0  million 
co u ld  be sus ta ined  f rom  th e m ,  an d  th e  spei ling 
ceiling  cou ld  lie raised to  $ 1 .9 5  billion ( 1 9 8 2  dollars). 
S m alle r  p o r t fo l io s  w o u ld  p ro d u c e  sm alle r  annua l  
earnings.

W hen p e t ro le u m  revenues are  rece ived  is also 
im p o r ta n t .  T h e  ra te  o f  r e tu rn  o n  oil in th e  g ro u n d  is 
th e  increase  in its value as its real p rice  rises. P ro jec­
t io n s  o f  p e t ro le u m  revenues  in past yea rs  a ssum ed  th e  
real price a t  the  w ellhead  to  b e  rising a b o u t  2 p e rc e n t  
ann u a l ly .  In such a case, th e  s ta te  w ou ld  gain as m uch  
hy h o ld ing  its assets  as oil in tlu* g ro u n d  as it w ou ld  
by  h o ld ing  th e m  in t h e  fo rm  o f  a financial asset 
ea rn ing  a 2 -p e rc e n t  real r e tu rn .  H ow ever, if th e  oil in 
th e  g ro u n d  is n o t  increasing in value each  year ,  th e  
s ta te  shou ld  p re fe r  to  ho ld  its w ealth  in th e  fo rm  o f  a 
financial a sse t  ea rn ing  a 2 -p e rcen t  real an n u a l  re tu rn .  
O f  cou rse ,  th e  s ta te  ha*- '•datively  l i t t le  c o n t ro l  over  
th e  t im ing  o f  P ru d h o e  Bay oil p r o d u c t io n ,  b u t  it must 
recogn ize  t h a t  if it h o ld s  an asset w hich  earns no  
positive  ra te  o f  r e tu rn ,  th e  presen t value o f  th a t  asset 
is less; c o n s e q u e n t ly ,  th e  level o f  sus ta in ab le  revenues 
is less.

T h e  su s ta in ab le  spend ing  s t ra teg y  is in d e p e n d e n t  
o f  th e  ra te  o f  p o p u la t io n  g ro w th ,  un like  th e  recen tly  
e n a c te d  sp en d in g  lim it. T h e  ad v an tage  o f  th is  inde ­
p e n d e n c e  is t h a t  th e  revenue  gap d o e s  no t a p p e a r  
s o o n e r  if p o p u la t io n  g ro w th  acce le ra te s  as w ou ld  he 
th e  ease u n d e r  th e  p re se n t  sp en d in g  lim it,  i t  is a

d isadvantage  because  g o v e rn m e n t  services are p r im a r­
ily p rov ided  to  individuals, and  a larger p o p u la ­
t io n  requ ires  a larger bud g e t  if it is to  receive the  
sam e q u a l i ty  o f  public  services.

T h e  Inv es tm en t  Portfo l io
Sustainable revenues from a state portfolio of 

investments are only possible if those assets generate 
a positive net flow of  revenues into the general fund.

Im p le m e n ta t io n  o f  a s ta te  sp end ing  s tra tegy  
l inked  to  sus ta inab le  revenues w o u ld  req u ire  very 
sub s tan t ia l  sav ings/inves tm ents  over th e  n e x t  10 
years. Up to  th is  p o in t ,  fo r  s im plic i ty ,  w e  have 
a n a ly zed  th a t  p o r t fo l io  in te rm s  o f  o n ly  tw o  a l te rn ­
atives—oil in th e  g ro u n d  a n d  f inancial assets ( lie 
P e rm a n e n t  and  general funds) .  In reality , th e re  is a 
b ro ad  range o f  assets in w h ich  th e  s ta te  cou ld  invest. 
T h e  p r im ary  c o n s id e ra t io n  in any  in v es tm en t  cho ice  
is th e  earning p o te n t ia l  o f  th e  in v es tm en t  because  
su s ta inab le  revenues d e p e n d  u p o n  real positive 
earn ings, as was d e m o n s t r a te d  in T a b le  9.

T o  ju d g e  its a p p ro p r ia te n es s  as an in v es tm en t  for 
genera t ing  sus ta inab le  r e v e n u e s ,1(’ th e  ra te  o f  re tu rn  
o n  a n y  asset—be it a na tu ra l  re so u rce  o r  a p iece of  
physical cap ita l—can lie m easu red  against the  re tu rn  
available on  financial cap ita l .  F o r  this pu rp o se ,  the  
p ro p e r  m easure  o f  th e  ra te  o f  re tu rn  is th e  n e t  flow o f  
revenues  in to  th e  general fund . F o r  exam ple ,  if 
general fund in ves tm en ts  ea*r. « 10 -p ercen t  r e tu rn  (o f  
which  8 p e rc e n t  is th e  result o f  in f la t ion  and  2 p e r­
c e n t  rep resen ts  a real re tu rn  on  inves tm en t) ,  th e n  to  
be equ iva len t ,  a s ta te  in v es tm en t  o f  $ !  billion in 
in f ra s t ru c tu re  w ould  need to  p ro d u c e  at least $20  
million in recurr ing  s ta te  tax  revenues annua l ,y  over 
and  above  o p e ra t io n s ,  m a in te n a n c e ,  and rep lacem ent 
costs . A ccord ingly , all s ta te  inves tm ents  earn ing  
a n y th in g  less re p re se n t  a co s t  a n d  sh o u ld  he viewed as 
such.

S ta le  investm ent policy  m ay  have objectives 
o th e r  th a n  m ax im iz ing  asset earnings, such as subsi­
d izing cer ta in  activ it ies  o r  c rea t in g  jobs .  W ith o u t  
addressing th e  q u es t io n  o f  th e  m o s t  ap p ro p r ia te  
m eans  for m ee ting  these  ob jec tives ,  il is c lear tha t  a 
s ta te  p o r tfo l io  consis ting  o f  such inves tm ents  could  
n o t  sustain th e  m ax im u m  flow o f  annua l  revenues.

S u p p o se ,  for ex am p le ,  th a t  th e  s ta te  ch o se  lo  
invest th e  general fund  in a p o r t fo l io  o f  inves tm ents  
consis ting  o f  subsid ized  loans, ea rn ing  a positive 
nom ina l  but zero  real ra te  o f  r e tu rn .  It w ould  find

^ P u b lic  capital expenditures are normally made not to pro­
duce public revenues but to serve a public purpose. A ll such 
capital purchases art' defined in this analysis as spending since 
they do not represent the creation o f a revenue-producing 
asset.
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th a t  an o th e rw ise  sus ta in ab le  sp end ing  level o f  $ 1 ,4 7 5  
billion c o u ld  n o t  be  m a in ta in e d  because  th e  invest­
m e n t  p o r t fo l io  w o u ld  re tu rn  its initial value in 
in f la ted  d o lla rs  bu t w o u ld  prov ide  no  positive re tu rn  
and  th u s  co u ld  c o n t r i b u t e  n o th in g  to  sus ta inab le  
revenues. ^

Figure 11 show s  th e  c o m b in e d  b a lance  in the  
genera l and  P erm anen t funds  at d i f fe re n t  real ra te s  o f  
re tu rn  on  fund  ba lances w ith  a d o p t io n  o f  th e  su s ta in ­
ab le  sp en d in g  s tra tegy . If th e  p o r tfo l io  o f  s ta te  
inv es tm en ts  w ere  ea rn ing  a b e lo w -m a rk e t  ra te  o f  
r e tu rn ,  fu n d  w ith d raw a ls  w o u ld  red u ce  th e  p o r t fo l io  
value and th e  sp en d in g  level w ould  be found  to  have 
been  set to o  high. In th e  e x t r e m e ,  if th e  real ra te  o f  
r e tu rn  on  th e  c o m b in e d  general and  P e rm a n e n t  F u n d  
balances w ere  ze ro ,  th e n  n o  sus ta inab le  revenues  
w ould  he g en e ra ted  from  the  asset p o r t fo l io .  Figure 
1 1 show s th a t  th e  d a n g e r  o f  ho ld ing  assets  which  
g en era te  no  real ea rn ings w o u ld  not b e c o m e  ap p a ren t  
until  the  1990s , w hen  asset earn ings w o u ld  b e c o m e  
the  p r im ary  revenue  sou rce . D uring th e  1980s,  when 
th e  p r im ary  sou rce  o f  spend ing  was p e t ro le u m  
revenues, which  w ere  u n a f fe c ted  h y  th e  level o f  
financial earn ings,  the  gap  b e tw een  th e  value o f  th e  
p o r t fo l io  at m arke t  ra te s  an d  at. subs id ized  rates  
w ould  lie small.

Policy Initiatives for  A tta in in g  S u s ta inab le  Spend ing
.Is  recently us IPSO, the slate's nudget was 

under the sustainable limit, and a rollback to that 
level would be ivsier today Hum the elimination of 
essential services in Ihe future.

Figure 12 c o m p a re s  th e  p a t te rn  o f  fu tu re  general 
fund  sp en d in g  u n d e r  Ihe cu rren t  sp end ing  limit with

Figure 11. Combined Fund Bnlmtces Resulting from 

Different Rates o f Return on State Asset Portfolio

( A further consideration is tlte.l the maturation dates on 
these investments would need lo  be chosen so that they could 
lie liquidated in the scqucnc necessary to fund operations 
wlieii petroleum revenues dot lined.

o u r  su s ta inab le  sp en d in g  a lte rna tive .  T h ese  tw o  
a l te rn a t iv e s  d e f in e  the  range o f  o p t io n s  available fo r  
s t ru c tu r in g  s ta te  e x p e n d i tu re s  in fu tu re  years .

T h e  c u r re n t  sp en d in g  lim it a llow s co n s id e rab ly  
m o re  sp en d in g  in th e  nea r  te rm  a n d  less in th e  fu tu re ,  
as sp end ing  in early  y ears  is d e te rm in e d  h y  the  l im it  
a n d  in la te r  y ears  hy d ec lin ing  revenues.  W ith th e  
sus ta in ab le  sp en d in g  s tra tegy ,  how ever ,  sp'Miding 
s ta r ts  low er  a n d  rises slowly over t im e  as recurr ing  
revenues  grow . B etw een  these  tw o  e x t re m e s ,  a large 
n u m b e r  o f  a l te rn a t iv es  is possib le , rep re sen t in g  
d if fe ren t  a m o u n ts  o f  c u r r e n t  savings co n s is ten t  w ith  
increased  sp en d in g  in fu tu re  years.

T h e  t r a d e o f f  b e tw een  p resen t  and  fu tu re  pub lic  
sp en d in g  implicit in th e  cu rren t  sp end ing  lim it is 
c learly  i l lus tra ted . I f .spend ing  in any  y ea r  ex ceed s  th e  
su s ta in ab le  level b y ,  say, $1 b illion , th en  in so m e  
fu tu re  y e a r  sp en d in g  m ust be  u n d e r  th e  sus ta inab le  
lim it by  $1 billion. F o r  e x a m p le ,  if we c h o o se  a 
c u m 'i i l  $ 2 .5  billion budget  instead  o f  a $ 1 .5  billion  
o n e ,  tht'ii we m u st  pay for  tha t $1 billion  d i f fe ren ce  
w ith  a fu tu re  budget red u ced  from  $ 1 .5  billion 
to  $ 0 .5  billion. If on  th e  o th e r  h a n d ,  we estab lish  a 
su s ta in ab le  baseline budget o f  $ 1 .5  billion, th en  
fu tu re  bu d g e ts  cou ld  c o n t in u e  at o r  ab o v e  that level 
inde f in i te ly .

Because Hit* curreiil  budget c o n ta in s  m a n y  
noni'ssi'iitin! item s, a o n e - l im e  ro llback  in c u r r e n t  
go vet im e n l  sp en d in g  by $1 billion w ould  be m u ch  
eas ie r  to  acco m p lish  to d a y  th an  w ould  an n u a l  b u d g e t  
r e d u c t io n s  over a per iod  o f  deeacles d u r ing  th e  
era  o f  dec lin ing  p e t ro le u m  revenues. In fact,  as 
re c e n t ly  as 19 8 0 ,  s ta le  sp end ing  was w ith in  th e  
su s ta in ab le  budget  level, and  il lias been  on ly  in th e  
last 3 years ,  p r im arily  d u e  to  new  prog ram s,  th a t  
a p p ro p r ia t io n s  have e x ceed ed  the  su s ta inab le  level.

In th e  w ake  o f  h igher oil prices w h ich  increased 
s ta le  revenues  over  2 0 0  percen t b e tw een  1 9 7 9  and  
1 9 8 1 ,  s ta te  sp end ing  e x p a n d e d  d ram a tica l ly ,  an d  a
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n u m b e r  o f  new  p ro g ram s  were in i t ia led . I’reeise 
figures fo r  a c tu a l  and  p ro jec ted  spend ing  for those 
p rog ram s a re  n o t  ye t  available. P re l im inary  figures 
p resen ted  in T ab le  10  c o n f irm , how ever ,  th a t  th e  
m os t  rap id  g ro w th  has no t been in th e  trad it iona l  
c o m p o n e n t s  o f  the  b u d g e t .  Inn ra th e r  in a series o f  
new ly  in s t i tu te d  program s. T h e  o p e ra t in g  budget 
grew by 5 0  p e rc e n t ,  from  $ 1 .2  billion to  $1 .S  billion 
b e tw e e n  1 9 8 0  and  1 9 8 2 ,  and  was level be tw een  1982 
a nd  1988 . Personne l  e x p e n d i tu re s  have grow n less 
rap id ly  th an  e i th e r  th e  o p e ra t in g  o r  th e  to ta l  budge t .  
In 1981 they co m p rised  o n ly  19 percen t o f  e x p e n d ­
itu res  (n e t  o f  special P e rm an en t  F u n d  c o n tr ib u t io n s )  
c o m p a re d  to  -10 pe rcen t  in 1971 . In c o n tra s t ,  deb t  
service e x p e n d i tu re s  grew  m o re  rap id ly  th an  th e  to ta l  
o p e ra t in g  budge t .

T h e  t r a d i t i o n a l l y  d e f i n e d  ca p i t a l  b u d g e t  is 
c u r r e n t l y  a b o u t  o n e - s i x t h  t h e  size' o f  t h e  o p e r a t i n g  
b u d g e t —t h e  s a m e  p r o p o r t i o n  it m a i n t a i n e d  in t h e  
e a r ly  1 970s . Rea l  ca p i t a l  e x p e n d i t u r e s  g r e w  s lo w ly  
t h r o u g h  t h e  d e c a d e  o f  th e  1 9 7 0 s  ( e x c l u d i n g  t h e  1 9 7 9  
a p p r o p r i a t i o n  fo r  ru ra l  s c h o o l  c o n s t r u c t i o n )  but  e x ­
p a n d e d  r a p id l y  in r e s p o n s e  lo  h ig h e r  oil  r ev enues .

P erm an en t  F u n d  c o n t r ib u t io n s .  boLh I hose 
c o n s t i tu t io n a l ly  m a n d a te d  at 25 percen t o f  roya lt ies  
and  b onuses  an d  the  special a p p ro p r ia t io n s  in 1981, 
1982 .  and 1982 . h ;n e  been th e  secoi.il m ost im p o r t ­
an t  use o f  s ta le  fu n d s  since 1980. i ,n  ad d i t io n ,  in 
1982 , $ 8 5 0  million was placed in a ‘‘ra iny d a y "  
a c c o u n t  w ith in  I lie general fund .)

T h e re  are  th ree  new  c o m p o n e n ts  o f  the  non 
opera ting  b u d g e t .  T h e  largest consis ts  o f  a n u m b e r  o f  
...ovly s tab lished  o r  grea tly  e x p a n d e d  loan program s, 
o f  w hich  Ihe housing  m ortgage  loan p rog ram  is Ihe 
largest. Also inc luded  in th is  ca tego ry  a te  industria l 
d e v e lo p m e n t  loan program s, such as Ihe m ining loan 
p rogram  a n d  Ihe A laska Industr ia l  D evelopm ent 
A u th o r i ty .  M oney  a l loca ted  to  these  loan program s 
cun in* d iv ided  in to  tw o  categories. A p o r t io n  o f  the  
loan  p rogram  a p p ro p r ia t io n s  rep resen ts  long-term  
investm en ts  hy  the  s ta le  on  which a m o n e ta ry  re tu rn  
is ex p e c te d ,  b ecau se  these loans are  m ade  at suhsi 
d ized  ra les  in o r d e r  to  s t im u la te  cer ta in  activities, the  
re tu rn  will, in general,  lie low er than  the  m o n e ta ry  
re tu rn  e x p e c te d  from  funds  held in the  general fund 
o r  invested in th e  P erm anen t Fund. T h e  rem a in d e r  o f  
(In* a p p ro p r ia t io n s  is for th e  o p e ra t io n  o f  Ihe loan 
p rog ram s and  subsidies ac tua lly  paid an d ,  as such, 
d o e s  not rep resen t  an  investm ent,  No b reak d o w n  
b e tw een  inves tm ent and cost o f  program  o p e r a ­
t ion  is c u r re n t ly  available* for  Ihesi p rog ram s.

T h e  second  new c o m p o n e n t  o f  the n o n o p e ra t in g  
budget cons is ts  o f  a large array  o f  energy-re lated  
loans, g ran ts ,  and  transfers. T h e  most im p o r tan t  
c o m p o n e n t  o f  these  p rog ram s is funding  for  h y d r o ­
e lec tr ic  p ro jec ts  th ro u g h o u t  Ihe s ta te .  As with the 
housing  and  o th e r  special loan p rogram s, it is not

p os s i b l e  to  d e t e r m i n e  t h e  p r o p o r t i o n s  o f  these 
p r o g r a m s  t h a t  are .  r e s pe c t iv e l y :  i n v e s t m e n t ,  s u b s i d y ,  
a n d  o p e r a t i o n s .  T h e  th i r d  e l e m e n t  o f  t h e  n o n o p e r a t ­
ing b u d g e t  is m u n i c i p a l  g r a n t s  for  ca p i t a l  p r o j ec t s .

A s p e n d i n g  r o l l b a ck  in t h e  d i r e c t i o n  o f  a s u s t a i n ­
ab l e  level w o u l d  log ica l ly  c o n c e n t r a t e  o n  th e  r e d u c ­
t i on  o f  n e w  p r o g r a m s  i n s t i t u t e d  in t in last t h r e e  
b u d g e t s .  T h e i r  lo w e r  p r io r i ty  is c l ea r ly  in d ic a t e d  by 
t h e  f act  th a t  t h e y  d i d  n o t  exist  in ea t l i e r  y ea r s  w h e n  
r e v e n u e s  w e r e  l o w e r  a n d  fe w e r  p r o g r a m s  c o u l d  be 
f u n d e d .  T he  r e d u c t i o n  o f  s o m e  o f  th es e  p r o g r a m s  
c o u l d  be  a c c o m p l i s h e d  w i th  r e l a t ive  ease.  F o r  • s a m ­
ple,  l oan p r o g r a m s  f o r  h o u s i n g  a r e  less u rgen t  w h e n  
h o u s i n g  m o r t g a g e  r a t e s  a re  fal l ing as is c u r r e n t l y  t h e  
case.  Ca p i t a l  e x p e n d i t u r e s  for  h y d r o e l e c t r i c  p r o je c t s  
ca n  e n d  w h e n  all e c o n o m i c a l l y  v iable  p r o je c t s  have  
b e e n  .’m u l e d .  T h i s  is no t  to  say tha t  budg e t  c u t s  will 
be  e a s y  to  m a k e ,  even  in cases  w h e r e  h e  p r o g r a m  has  
se rved  its p u r p o s e .  C o n s t i t u e n c i e s  b o t h  in g o v e r n m e n t  
a nd  t h e  p r iv a t e  s e c t o r  r ap id l y  d e v e l o p  in s u p p o r t  ol  
a n y  g o v e r n m e n t  p r o g r a m .  Si ill. it is c l ea r  tha t  s ign i f i ­
ca n t  r o l l b a c k s  a re  poss i b le ,  par t ict i laiTy in light o f  t h e  
s ize o f  I he I 9 8 0  b u d g e t .

C O N C L U SIO N S
F u tu re  s la te  n  v en u es-f ro m  p e tro leum  m ay be 

m ore  o r  less than  have been p ro jec ted  in tins analyst,s. 
and sus ta inab le  revenues, co n se q u e n t ly ,  m ore o r  less, 
W hatever the ir  level, the re  is a susta inab le  level o f  
e x p e n d i tu re s  w hich, if exceeded ,  m eans program  cuts 
..ill be  necessary in fu tu re  years. If current revenue 
p ro jec t ions  are co r rec t ,  eventual p rogram  cu ts  would 
be very large if llte present spending  limit c o n t in u e s  
lo  gu ide  s ta le  fiscal policy.

A n y  d i s c u ss io n  o f  i h e  p r o p e r  s t a l e  r e s p o n s e  to  
d ec l i n i n g  p e t r o l e u m  reve illes t r a n s c e n d s  e c o n o m i c  
co n s i d e r a t i o n s .  T h e r e  a re  at least t w o  b r o a d e r  social  
q u e s t i o n s .  T h e  first is. t o  wh a t  e x t e n t  s h o u l d  th e  
p r es e n t  g e n e r a t i o n  o f  A la s k an s  w o r r y  a b o u t  Ihe 
fiscal p r o b l e m s  w h ic h  t h e  nex t  g e n e r a t i o n  m a y  inhe ri t  
f ro m  u s ? , s  T h e  m o r e  we  th i n k  t h e y  s h o u l d  " l e n d  for  
t h e m s e l v e s , "  t h e  m o r e  we  feel we can  a f f o r d  t o  s p e n d  
t o d a y .  T h e  p r o j e c t i o n s  m t ins  s t u d y  ind ic a t e ,  how ­
ever ,  t ha t  t h e  p r o b l e m s  o f  the  " n e x t  g c n c i a l i o n "  a re  
o n l y  a few y e a r s  d i s t a n t .

T h e  s e c o n d  q u e s t i o n  is. wh a t  a re  the  e c o n o m i c ,  
soc ial ,  ai .d c u l tu r a l  i m p l i i r l i o n s  o f  t h e  state a c t i n g  as 
a r e n t i e r '  •' a s i t u a t i o n  in w h ic h  t h e  pu b l i c  s e c t o r  
w o u l d  live p r im a r i ly  o l f  tlu* ea r n in g s  o f  t h e  s t a l e ’s 
as sets .  There  an* n o  p r e c e d e n t s  for  s u c h  a fiscal 
s t r u c t u r e  a m o n g  I h e  s t a l e s .  In t ins ,  A laska  w o u l d  lie 
b r e a k in g  n e w  g r o u n d .

*ty)r. vvlial is llie proper rale at which to discount ihe fnioreY
" ’l ine who derives a fixed income from returns on invest 
meats.
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★ ★ ★

E stab lished  in 19G1 by  th e  A laska  Legisla ture , the  In s t i tu te  o f  Social and  E co n o m ic  
R esearch  o p e ra te s  as a  p r inc ipa l  research o rgan iza t ion  w ith in  th e  U niversity  o f  A laska  sys­
tem . S ince  its early  beg innings o n  th e  F a irbanks  cam pus ,  ISER has d eve loped  in to  a full- 
scale e c o n o m ic  and  i icial sc ience  research in s t i tu te ,  d e d ic a te d  to  a p p ly in g  its m ulti-d isc i­
p linary  sk.lls to  th e  p ro b le m s  o f  social and e c o n o m ic  change  in Alaska. P resen tly  h e a d q u a r ­
te red  in d o w n to w n  A n cho-age  a t  707  A S tre e t ,  w ith  o ff ices  in Fa irbanks  and  J u n e a u ,  the  in­
s t i tu te  n o w  com prises  a se lec t s ta f f  o f  p rofessionals , w hose  academ ic  b ac k g ro u n d s  and 
research ex p e r ien ces  en c o m p a ss  a b ro ad  sp ec tru m  o f  professional d iscip lines a n d  policy 
issues.

ISER investigates such  issues as the  eco n o m ics  o f  na tu ra l  re so u rce  d e v e lo p m e n t ,  
p rinc ipally  p e tro le u m  an d  fisheries, and  m ultip le-use  land m a n a g e m e n t ;  th e  social and 
e c o n o m ic  im p ac ts  ol re so u rce  d e v e lo p m e n ts  such as oil and  gas p ipelines, pe tro ch em ica l  
facilities, and  h y d ro e le c t r ic  p ro jec ts ;  th e  s t a t e ’* t r a n sp o r ta t io n  and  energy  re q u ire m e n ts ;  the  
d ev e lo p m e n t  o f  h u m a n  resou rces ;  and  th e  e f fec ts  o f  m o d e rn iz a t io n  o n  A laska  Native 
p eop les  a n d  c u l tu re s  and o n  th e  q u a l i ty  o f  life in Alaska.

O th e r  im p o r tan t  ISER ob jec tives  an* to :

•  t'rovide professional assistance to public anil private organizations to help meet s o ­
cioeconomic needs of Alaslm's population. K ta ffm em bers  serve as advisors  to  o r  
m em b ers  o f  th e  A laska  Native  F o u n d a t io n ,  th e  C o o k  In le t  N ative F o u n d a t io n ,  the  
W o m en 's  R eso u rce  C en te r ,  th e  Alaska Perm anen t F u n d ,  and  tin* A laska C ensus A d ­
visory C o m m it te e .

•  Sponsor discussion of  public issues. E xam ples: the  Alaska ( I ro w th  Polity  S y m p o s ­
ium , th e  A laska C o n s t i tu t io n a l  Review (b o th  co -sponso red  by  th e  A laska H um an it ies  
F o ru m ) ,  an d  Ihe A laska S c ience  C onference ,

•  Contribute to the academic propram of the University of Masha and assist in the 
establishment of platitude proprams in the Soeiid Sciences. In addit ion It) the ir  insti- 
lu l t  responsibil ties, s tn f fm em b ers  o f te n  leach  w ith in  th e ir  d iscip lines. C o rre s ­
p o n d ing ly ,  m e m b e rs  o f  Ihe University 's  teaching  facu lty  are aff i l ia ted  w ith  ISER and 
p a r t ic ip a te  in its research  activities.

•  I’romote the exelianpe of information between the University of  Alasha and other 
institutions. E xam ples :  sponsoring  faculty  exchanges  and  visiting p ro fessors;  ex ­
changing  in s t i tu te  p u b lica t ions  with o th e r  research in s t i tu te s  in the  U.S. th rough  
m e m b e rsh ip  in such p ro fessional o rgan iza t ions  as Ihe A ssocia tion  for  University  b u s ­
iness and  E co n o m ic  Research (A U R E R R a n d  exchang ing  in fo rm a t io n  w ith  the  USSR 
A cad em y  o f  Sciences.

★ ■* * *
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Dear R eader,

F o r  Alaska, t h e  1980s m ay  best be charac te r ized  as a d e c a d e  o f  critical po licy  choices . 
O u r  s ta te  is regarded  by m a n y  to  be th e  m ost p rom is ing , albeit largely u n e x p lo re d ,  energy  
s to re h o u se  in the  na t io n .  T h u s ,  polic ies guiding th e  ex p lo ra t io n  and d ev e lo p m en t  o f  A laska 's  
energy  resources , m ostly  oil and gas, will c o n t in u e  to  be o f  p ro m in e n t  c o n ce rn  th ro u g h o u t  
th e  eighties. And a n t ic ip a te d  shortages  in th e  n a t io n 's  supp ly  o f  energy  sou rces  e n su re  (hat 
n a tiona l  in terest will c o n t in u e  to  be an im p o r ta n t  fa c to r  in th e  s t a t e ’s energy  d e v e lo p m e n t .

T h e  S ta te  o f  Alaska eager to  achieve a m easu re  o f  long-term  e c o n o m ic  secu r i ty ,  will 
focus m any  o f  its poiicy d e b a te s  o n  Ihe m an ag em en t  o f  its na tu ra l  resources  und  nil w ea lth :  
how  fast shou ld  Alaska exp lo it  its n o n ren ew ab le  resources  and  how can  it convert  oil reven­
ues in to  sustain ing sources  o f  e co n o m ic  ac t iv i ty?  Alaska Native o rgan iza tions ,  m u lt i-n a t io n a l  
oil c o m p an ie s ,  lab o r  un ions ,  and  na tional and  local env iro n m en ta l  o rgan iza t io n s—all o f  
which  have a d irect in te res t  in these  policies will be active  pa r t ic ip an ts  in these  deba les .

It is w ith in  th is  c o n te x t  that the  In s t i tu te  o f  Social and  E co n o m ic  R esearch  ( IS E R ) 
pursues its p r im ary  goals o f  s tu d y in g  th e  im p o r ta n t  issues c o n f ro n t in g  th e  s t a t e ’s e c o n o m y ,  
p o p u la t io n ,  and social an d  political in s t i tu t io n s  anil in fo rm ing  b o th  public  and  p r iva te  
d ec is ionm akers  and  A laskans m general o f  o u r  research e ffo r ts .
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R E C E N T  IN S T IT U T E  P U B L IC A T IO N S

T in* I n s t i t u t e  o f  Soc ia l  ani l  E c o n o m i c  R e s e a r c h  was  e s t a b l i s h e d  in 19(11 lot'  t h e  p u r p o s e  o f  condu c t ing ;  
i n t e r d i s c i p l i n a ry  r e se a r ch  in t h e  socia l  sc i e n c es  a n d  r e l a t e d  fields.  T h e  i n s t i t u t e  is par t  o f  t h e  U n iv e r s i t y  o f  
Alask a  a n d  has  b r a n c h e s  in A n c h o r a g e .  F a i r b a n k s ,  a n d  - luneau .  In a d d i t i o n  lo  t h e  .Masha Rcvioic of  Social 
and Economic Conditions, t h e  i n s t i t u t e  p u b l i s h e s  ISER  Reports, Occasional I’apcrs. Research Summaries. 
a n d  o t h e r  spec ia l  p u b l i c a t io n s .  R e c e n t  i n s t i t u t e  pu  i d e a t i o n s  ini lude :

REVIEW S

i I'Y it subscription upon regm >1 i

•  "Vocational Education in Alaska: Central Issues 
and Problem Areas." .ludilli Klcinl'eld and l.ynn 
Wriithi.

•  "Prospeels for a lin llom fish Industry in Alaska." 
Michael .1. Scott.

•  "Alaska’s I'nupie Transportation Sssicm," John 
C rus.

•  ‘‘Dil'fcrenl Paths o f  Iniipial Men and W omen in the 
Watte Economy," Judith Klcinl'eld.

•  “ Prices and Incomes Alaska and Ihe I S. IthiV 
Ittsil," i d. Linda I.cask.

•  "T in \lasl.a Railroad: Overview and Operational 
Alleinatives." aohn Gray and John I liisctiv

•  "Federal Revenues and Spemlmi: m \laska.” Kcoti 
( ioldsmil h and T. Phillip Row e.

•  "The Demand for Labor in Alaska, ! iicndorc 
L a in .

•  "Relleepons on the End o f ihe OPEC Era." NiTon 
It. T'u.ssini;.

REPORTS

4 I'lic Stihurehc \llitilwsedih \ Selected Annotated 
Ihhlioarapli s. Arthur E. Ilippler and John R.
W o o d ............................... ..............................s i  .t o o

•  I laslui's ( 'ons lilu tionc ' Concent urn , V ictor Fischer 
..........................* ................................................S1.00

•  I'nen: \ llc t'c lopm cn l and the X orlh  S lope  Inup ia l 
t fu an l'la lic e  AnalV'o- o f  Socia l mid Econom ic 
Chilli,tie. .lack Kruse, el al...................................sti.nO

•  \nrlh  Slope llocoitnli (ioceriiiiient •m l I ’o licv 
mitldiff:. (ierald A. Mclte.aih............................. ■Stl.ol'

• Ihe  Iiviitiiiiic-. a/ \hid:n \,dice Self ( io re r iiin e iil, 

ITiomas V. Morehoioe and Gerald A. McRealh
...................................................................................S V .M I

•  I ( ‘cu lm  \ nt Sen dud I' r i ln lo f Mail'* I in ler 
I s Ru le . Dorolhv Is. Jones. . . . . . . . . .  .Stl.llt)

•  l/i I hhhii Census o f  I o in -po itiih o ii. .loiin I. liras 
and J. Phillip Rowe  S7..T0

•  Sldn l'ileiiee and the \ o i l l i  S lope liilipu il Ihe 
E l fee ls o f  Enen:\ I la  c liip n icn l, John A Krie
.............................................................................. si.t.t;

I For further formal ion o il institute publications, contact Ihe \nchora/ic office o f Ihe Institute o f  Social 
and Eeoilot . Research, i n i  " A  “ Street, Suite 'Jtltl, Anehoraiie, ,tlasha, telephone ;/7.s It'c.ll.
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A LA SKA  STATE LEGISLATURE
SENATE STATE AFFAIRS COMMITTEE
SENATOR VIC FISCHER, CHAIRMAN

"

POUCH V, JUNEAU 99811
(907) 465-4954

HYDRO/SUSITNA HEARINGS 
(revised 2-18-83)

Senate Bills 68, 69, 70, and 71

February 24, 1:30-5:00, Court Room A, Court Building, Juneau. BACKROUND 

BRIEFING. Review and analysis of processes and considerations involved 

in the development of hydroelectric projects.
—  Eric Yould, Executive Director, Alaska Power Authority: APA's 

role in developing projects, determining feasibility and capital costs, 
financing plans, construction s:hedules, marketing, and operational 

costs; summery of projects' status and plans
—  Ernst Mueller, Environmental Services, Lmtd. and former APA 

board member: history of the APA
—  Governor's Office: Administration policies and proposals

-- William Wakefield, FERC: federal review process
—  Dept, of Law: interim financing
-- all narticipants, including 0MB and representatives of the 

cities of Petersburg and Wrangell: Tyee -- case study of a project

* * *

February 26, 9:00-4:00, Anchorage Westward Hilton, Alaska Room, 

Anchorage. PUBLIC HEARING ON SUSITNA AND HYDRO DEVELOPMENT IN GENERAL.
in advance at theThose who wish to testify are askec’ to sign up 

Anchorage Legislative Information Office. Public testimony will follow 

introductions by Mr. Yould and bill sponsors.

* * *

March 1, 1:30-5:00, Senate Finance Room, Capitol, Juneau. INVITED 
TESTIMONY -- SUSITNA. This meeting will be teleconferenced to all major 

sites for listening only.

George W. Rogers: Strategies, parameters, and criteria that might be 

considered by the legislature in examining Susitna and other major 

hydroelectric projects.

SUSITNA FEASIBILITY: What factors are involved in determining 

feasibility? How sensitive is the feasibility to changes in those 

factors? What have the Susitna feasibility and alternative studies 
shown? How accurate is the $5.2 billion cost estimate? How do different
Susitna dam configurations compare with Watana/Devil Canyon? How have

recent developments in oil and gas prices and in economic growth 
affected feasibility? How are those developments being factored into the 

Susitna update and FERC application?
-- Eric Yould and a representative from Acres American: summary of

the feasibility findings and on-going work



—  Gregg Erickson, Erickson & Associates: review of the Acres study 

and recent developments
—  Office of Management and Budget: review of studies, 

alternatives, demand forecasts

SUSITNA FINANCING: What is the best financing plan for Susitna? How much 

state appropriation is necessary to ensure the marketability of Susitna 

power? What do the plans presented in SB 68 and SB 70 represent in terms 
of commitments of state funds, and how would they affect the cash flow 

available for other capital projects? What would the effect be of the 

bonding plan in SB 71 on the state's credit and ability to bond for 

other projects? What should the timing be for appropritions and bonds? 

How will the bond market respond to Susitna revenue or "double-barrel" 
bonds? Will the bonds qualify as tax-deductible? How equitable,' in terms 
of state subsidy, are the plans presented?

-- APA financial/bonding advisors: review of Acres plan, 

recommendations
-- Eileen Titmuss, bond analyst: considerations in the bond market, 

factors affecting public power bonds
—  Milt Barker, Legislative Finance: relationship of capital 

requirements to projected revenues
—  Dept, of Revenue: relationship of capital requirements to state 

bonding capacity and credit rating

* * *

March 3, 1:30-5:00, Senate Finance Room, Capitol, Juneau. INVITED 
TESTIMONY, CONTINUED. This meeting will be teleconferenced to all major 

sites for listening. If time allows, public testimony will be taken 

following the scheduled witnesses.

SUSITNA MARKETABILITY: Will Susitna power be marketable? What factors 

might affect marketability? What costs/rate structures are contemplated? 

How will marketability be ensured? What type of power purchase 
commitments can be obtained prior to construction? What is the role of 

the APUC? Might available power attract new industry?
-- Yould and APA marketing advisor: status of marketing situation

—  Harrison Call, marketing specialist: power sales agreements 
-- Alaska Public Utilities Commission: its role in approving

contracts and rates
—  utility representatives who wish to address the issue

-- Office of Management and Budget: review of the SRI study of the 
effect of electricity price and availability on industrial development

SUSITNA READINESS: Has the Governor's "Susitna checklist" been followed? 
What further requirements must be met, and in what order? Has the 

sequence laid out in statute been followed? Have the FERC requirements 
been met? Are land ownership conflicts resolved? Have the utilities 

agreed to purchase Susitna power?

-- Governor's Office: presentation of the "checklist"
-- David Rogers (Senate Advisory Council) and Yould: review of 

identified "obstacles" and how they are being addressed
-- Yould: schedule for proceeding, incorporating new data



TH E  L E G ISLA TU R E
bimum mu comrm

F e b r u a r y  2 3 ,  1 9 8 3

FINANCE DIVISION  
POUCH W FSTA TE  CAPITOL 
JUNEAU, ALASKA 99811 
PHONE: (907) 465-3795

M E M O R A N D U M  

T O :

F R O M :

H o n o r a b l e  V i c  F i s c h e r ,  C h a i r m a n  

S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e

M i l t  B a r k e r  f€>

F i s c a l  A n a l y s t

S U B J E C T :  SB 70

A s  r e q u e s t e d  b y  y o u ,  I h a v e  p r e p a r e d  t h e  a t t a c h e d  t a b l e s  

w h i c h  s h o w :

1. t h e  a n n u a l  c o n t r i b u t i o n s  to t h e  A l a s k a  E n e r g y  

D i v i d e n d  F u n d ,  i n  b o t h  a c t u a l  a n d  F Y  1 9 8 4  

d o l l a r s  ( T a b l e  I) ;

2. t h e  n u m b e r  o f  p e r  c a p i t a  g r a n t s  t h o s e  a m o u n t s  

w o u l d  f u n d ,  t a k i n g  a c c o u n t  o f  a n n u a l  e s c a l a t i o n  

o f  g r a n t  a m o u n t s  f o r  i n f l a t i o n  t h o u g h  n o t  

t a k i n g  a c c o u n t  o f  v a r i a t i o n  in  g r a n t  a m o u n t s  

f o r  r e g i o n a l  c o s t  d i f f e r e n c e s  ( T a b l e  I ) ;

3. s t a t e  f u n d i n g  f o r  S u s i t n a  u ^ d e r  " O p t i o n  D "  

o f  t h e  J a n u a r y  1 9 8 3  A c r e s  f i n a n c i n g  p l a n ,  i n  

b o t h  a c t u a l  a n d  F Y  1 9 8 4  d o l l a r s  ( T a b l e  I);

4. t h e  a m o u n t  t h a t  w o u l d  b e  a v a i l a b l e  f o r  c a p i t a l  

p r o j e c t s  t h a t  h a v e  b e e n  p r o p o s e d  e x c l u d i n g  

p o w e r  p r o j e c t s  ( T a b l e  I I  a n d  g r a p h ) .

T h e  a t t a c h e d  L e g i s l a t i v e  F i n a n c e  c o m p u t e r  r u n s  l a b e l l e d  S B  70 

s h o w  t h e  e n t i r e  f i s c a l  p i c t u r e  f o r  t h e  S'.ate u n d e r  S B  70 

i n  b o t h  a c t u a l  a n d  F Y  1 9 8 4  d o l l a r s .  It s h o u l d  b e  n o t e d  t h a t  

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

i n c u r r e d  i n  F Y  1 9 9 0  a n d  a l l  s u b s e q u e n t  y e a r s  e v e n  w i t h o u t  a n y  

c a p i t a l  b u d g e t .  S h o u l d  t h e s e  c o n d i t i o n s  p r e v a i l ,  it m i g h t  

b e  d i f f i c u l t  to m a i n t a i n  f u n d i n g  f o r  t h e  A l a s k a  E n e r g y  

D i v i d e n d  P r o g r a m .



t h e  p r o g r a m  w o u l d  b e  $ 1 , 9 6 5 . 0  m i l l i o n  ( o r  $ 1 , 6 3 5  i n  F Y  1 9 8 4  

d o l l a r s ) .  T h e s e  a m o u n t s  a r e  l e s s  t h a n  t h e  S t a t e  f u n d i n g  c a l l e d  

f o r  u n d e r  " O p t i o n  D "  o f  A c r e s  f o r  S u s i t n a .

A l l  o f  t h e  a b o v e  a n a l y s i s  i s  b a s e d  o n  t h e  J a n u a r y  1 9 8 3  r e v e n u e  

e s t i m a t e s  o f  t h e  D e p a r t m e n t  o f  R e v e n u e  a n d  c o u l d  b e  s u b j e c t  

t o  m a j o r  r e v i s i o n  d e p e n d i n g  o n  o i l  p r i c e  d e v e l o p m e n t s .

S B  7 0

Y o u  h a v e  a l s o  r e q u e s t e d  a n  e s t i m a t e  o f  t h e  i m p a c t  o f  S e c t i o n  2 

o f  S B  70.

I t  i s  i m p o s s i b l e  to  p r o j e c t  t h e  i m p a c t ,  n o t  k n o w i n g  w h a t  

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

p r o j e c t s  u n d e r t a k e n ,  t h e i r  s c a l e ,  t h e i r  f i n a n c i n g ,  t h e  

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

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

e t c .  H o w e v e r ,  as a n  e x a m p l e  o f  h o w  S e c .  2 m i g h t  w o r k ,  t h e  

S i t k a  u t i l i t y  d i s t r i c t  a n d  t h e i r  G r e e n  L a k e  p r o j e c t  a r e  a n a l y z e d .

I f  o n e  a s s u m e s  t h a t  i n  t h e  a b s e n c e  o f  S B  7 0 ,  G r e e n  L a k e  w o u l d  

h a v e  b e e n  f i n a n c e d  9 0 %  w i t h  3 5  y e a r  d e b t  a t  1 0 %  i n t e r e s t  a n d  

1 0 %  w i t h  e q u i t y  w h i c h  e a r n e d  1 2 % ,  t h e n  t h e  c a p i t a l  c h a r g e s  f o r  

G r e e n  L a k e  w o u l d  h a v e  b e e n  $ 6 . 2  m i l l i o n  p e r  y e a r .  ^ W i t h  s a l e s  

f r o m  G r e e n  L a k e  e s t i m a t e d  a t  5 9  m i l l i o n  k w h  a n n u a l l y , 2 t h e  

c a p i t a l  c h a r g e s  w o u l d  h a v e  b e e n  1 0 . 5 ^  p e r  k w h  f o r  G r e e n  L a k e  

a t  t h e  b u s b a r .

I t  i s  i m p l i c i t l y  t h e  i n t e n t  o f  S B  70 t h a t  n o  c h a r g e s  f o r  

r e c o v e r y  o f  E n e r g y  D i v i d e n d  F u n d  g r a n t s  b e  i n c l u d e d  i n  

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

b i l l .

I t  i s  a l s o  t h e  i n t e n t  o f  S B  7 0  t h a t  n o  c h a r g e s  f o r  r e c o v e r y  

o f  a n y  o t h e r  i n v e s t e d  f u n d s  o r  r e t u r n  t h e r e o n  b e  a l l o w e d  i n  

t h e  r e s i d e n t i a l  r a t e  f o r  t h e  f i r s t  1 , 0 0 0  k i l o w a t t  h o u r s .

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

r e t u r n  o n  i n v e s t e d  f u n d s  w i l l  b e  a l l o w e d .

1. $ 5 9  m i l l i o n  c o s t  f o r  G r e e n  L a k e  e x c l u d i n g  a n y  t r a n s m i s s i o n  

c o s t s  m u l t i p l e d  b y  ( . 9  X  . 1 0 3 6 9 ,  t h e  d e b t  s e r v i c e  p e r  

d o l l a r  b o r r o w e d  a t  1 0 %  f o r  3 5  y e a r s  +  .1 X . 1 2 ) .

2. 3 7 . 8  m i l l i o n  k w h  g e n e r a t e d  f r o m  G r e e n  L a k e  f o r  f i r s t  

s e v e n  m o n t h s  a t  F Y  8 3  e x t r a p o l a t e d  to 12 m o n t h s  a n d  

m u l t i p l i e d  b y  9 1 %  f o r  l i n e  l o s s e s ,  u t i l i t y ' s  c o n s u m p t i o n ,  

e t c .



S e n a t o r  V i c  F i s c h e r - 3 - F e b r u a r y  23, 1 9 8 3

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

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

o f  a p r o j e c t  i f  t h e r e  is a n y  g r a n t  m o n e y  a t  a l l  i n  t h e  p r o j e c t .  

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

f u n d s  ( t h o u g h  n o t h i n g  f o r  g r a n t  f u n d s ) .

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

s h a r e  o f  c a p i t a l  c h a r g e s  i n  t h e  a b s e n c e  o f  S B  7 0 , 3  S B  7 0  i n  

t h i s  c a s e  w o u l d  r e s u l t  in  a. 1 0 . 5 ^  p e r  k w h  s a v i n g s  to r e s i d e n t i a l  

c u s t o m e r s  o n  t h e i r  f i r s t  1 , 0 0 0  k w h ' s .  W i t h  c u r r e n t  a v e r a g e  

m o n t h l y  c o n s u m p t i o n  i n  S i t k a  o f  7 8 3  k w h  p e r  r e s i d e n t i a l  c u s t o m e r ,  

t h e  a v e r a g e  c u s t o m e r ' s  b e n e f i t  w o u l d  b e  $ 8 2  p e r  m o n t h  o r  $ 9 8 6  

p e r  y e a r .  S i t k a  h a s  2 , 4 8 0  r e s i d e n t i a l  c u s t o m e r s  a n d  a p o p u ­

l a t i o n  o f  8 , 2 2 1 .  T h u s ,  t h e  a v e r a g e  b e n e f i t  p e r  p e r s o n  w o u l d  b e  

$ 2 9 7  p e r  y e a r .

F o r  c o m m e r c i a l  a n d  i n d u s t r i a l  c u s t o m e r s ,  t h e r e  c o u l d  b e  e i t h e r  

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

g r a n t  f u n d s  i n  a p r o j e c t .  C o m m e r c i a l  a n d  i n d u s t r i a l  c o n s u m p t i o n  

i n  S i t k a  is c u r r e n t l y  7 1 . 8 %  o f  t o t a l  c o n s u m p t i o n .  If t h e s e  

c u s t o m e r s  p i c k e d  u p  a l l  G r e e n  L a k e  c a p i t a l  c h a r g e s  ( i n  the. 

a b s e n c e  o f  a n y  S B  7 0  g r a n t s ) ,  t h e i r  c o s t  p e r  k w h  w o u l d  i n c r e a s e  

f r o m  1 0 . 5 ^  to 1 4 . 6 ^ .  A  g r a n t  o f  $ 1 6 . 6  m i l l i o n  w o u l d  k e e p  

c o m m e r c i a l  a n d  i n d u s t r i a l  c h a r g e s  a t  1 0 . 5 ^ .  I'd  S i t k a  g o t  

$ 5 , 0 0 0  f o r  e a c h  o f  i t s  8 , 2 2 1  p e r s o n s  it w o u l d  h a v e  r e c e i v e d  

a g r a n t  o f  $ 4 1  m i l l i o n  w h i c h  w o u l d  h a v e  l o w e r e d  c o m m e r c i a l  

a n d  i n d u s t r i a l  c h a r g e s  f o r  G r e e n  L a k e  to 4.5c' p e r  k w h .  O f  

c o u r s e ,  a g r a n t  c o v e r i n g  1 0 0 %  o f  p r o j e c t  c o s t s  r e s u l t s  i n  a 

1 9 . 5 ^  p e r  k w h  s a v i n g  f o r  a l l  c u s t o m e r s ,  c o m m e r c i a l  a n d  i n d u s t r i a l  

a s  w e l l  a s  r e s i d e n t i a l .

I f  S e c .  2 s h o u l d  r e s u l t  i n  a n  i n c r e a s e  i n  c o m m e r c i a l  r a t e s ,  

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

h i k e s .  S h o u l d  t h i s  o c c u r ,  i t  w o u l d  m e a n  s o m e  d i l u t i o n  o f  

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

Y o u  h a v e  a s k e d  f o r  a n  a s s e s s m e n t  o f  t h e  e f f i c i e n c y  o f  S B  70 

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

W i t h  a g r a n t  o f  $ 1 6 . 6  m i l l i o n  w h i c h  w o u l d  k e e p  c o m m e r c i a l  

a n d  i n d u s t r i a l  u s e r s  a t  t h e i r  e x i s t i n g  r a t e ,  S B  70  p r o v i d e s  

a b e n e f i t  e s t i m a t e d  a b o v e  a t  $ 2 9 7  p e r  p e r s o n .  T h i s  b e n e f i t  

c a n  b e  c o m p a r e d  to t h e  p o s s i b l e  e a r n i n g s  o n  $ 1 6 . 6  m i l l i o n  

d i v i d e d  a m o n g  t h e  8 , 2 2 1  p e o p l e .  T h i s  w o u l d  b e  $ 2 0 2  p e r  

p e r s o n  if t h e  f u n d s  e a r n e d  1 0 %  i n t e r e s t .  S B  70  p r o v i d e s  a 

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

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

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

3. S o m e  u t i l i t i e s ,  o f  w h i c h  S i t k a  i s  o n e ,  p r o v i d e  a r a t e

b r e a k  to r e s i d e n t i a l  c u s t o m e r s  v i s - a - v i s  c o m m e r c i a l  a n d  

i n d u s t r i a l  c u s t o m e r s .  O t h e r s  m a y  g i v e  a b e t t e r  r a t e  to 

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

b l o c k  r a t e s .



S e n a t o r  V i c  F i s c h e r - 4 - F e b r u a r y  23, 1 9 8 3

If  k e e p i n g  c o m m e r c i a l  a n d  r e s i d e n t i a l  r a t e s  c o n s t a n t  w h i l e  

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

t h i s  e x a m p l e  w o u l d  a r g u e  f o r  $ 2 , 0 0 0  p e r  c a p i t a  g r a n t s .  O f  

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

g r a n t s ,  s t i l l  l e t t i n g  r e s i d e n t i a l  c u s t o m e r s  o f f  u n d e r  S e c .  2 

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

c o s t s .  O r  o n e  c o u l d  j u s t  p a s s  a b i l l  f o r b i d d i n g  r e s i d e n t i a l  

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

f i r s t  1 , 0 0 0  k w h  p e r  m o n t h .

A t  t h e  $ 5 , C O O  p e r  c a p i t a l  l e v e l ,  t h e  G r e e n  L a k e  e x a m p l e  

w o u l d  s u g g < s t  t h a t  i n d i v i d u a l s  c o u l d  r e c e i v e  m o r e  i f  t h e  

g r a n t s  w e r » f: i n v e s t e d .  T h e y  w o u l d  t h e n  r e c e i v e  $ 5 0 0  a t  1 0 % .

A t  t h e  $ 5 , U 0 0  g r a n t  l e v e l  i n  t h r  G r e e n  L a k e  e x a m p l e  m u c h  o f  

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

a s  s h o w n  a b o v e .

I f  t h e  b e n e f i t  u n d e r  S B  70  i s  c o m p a r e d  t o  t h e  a m o u n t  t h a t  

i n d i v i d u a l s  w o u l d  r e c e i v e  u n d e r  t h e  P e r m a n e n t  F u n d  d i v i d e n d  

p r o g r a m ,  t h e  S B  7 0  b e n e f i t s  w o u l d  l o o k  m o r e  f a v o r a b l e  b e c a u s e  

i n d i v i d u a l s  o n l y  r e c e i v e  5 0 %  o f  t h e  f i v e  y e a r  a v e r a g e  i n c o m e .  

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

t h e  e n t i r e  e a r n i n g s  o f f  araour.'tf. d e p o s i t e d  i n  t h e  P e r m a n e n t  

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

c o s t  o f  u s i n g  f u n d s  f o r  o t h e r  p u r p o s e s ,  s u c h  a s  S B  7 0  g r a n t s . '  

N o t e  t o o ,  t h a t  b e c a u s e  o f  i n f l a t l o n - p r o o f i n g ,  P e r m a n e n t  F u n d  

d i v i d e n d s  i n c r e a s e  o v e r  t i m e  i n  n o m i n a l  t e r m s  w h i l e  t h e  

c a p i t a l  c h a r g e s  t h e  e l e c t r i c i t y  c u s t o m e r  f o r g o e s  u n d e r  S B  ’O 

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

a 1 1 a c h m e n t  s

c c :  S e n a t o r  H a l f o r d

M B : r o



T A B L E  I

A L A S K A  ENE R G Y  D I V I D E N D  FUN D  (SB 70)

Fiscal

Y e a r

(I)
A n n u a l  C o n t r i b u t i o n  

to E n e r g y  D i v i d e n d  Fund 

(50% of P e r m a n e n t  Fund 

Income) ($ Millions)

( 2 )

T h o u s a n d s  of 

Per Capita 

$5000 Gr a n t s

(3)

S tate F u n d i n g  

for S u si t n a  

"Opt i o n  D"

($ Millions)

(4)

An n u a l  C o n tr i b u t i o n  

to Energy D i v idend 

Fund

(Millions FY 84 $)

(5)

S tate F u n d i n g  

for Susitna 

"Opt i o n  D" 

(Millions FY 84 $)

1 9 8 4

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 4  

1 ^ 9 5
1 9 9 6

1 9 9 7

1 9 9 8

1 9 9 9

2000

2 2 6 
2 6 8  

3 0 4  

3 4 2  

3 8 5  

4 3 0  

4 8 0  

5 4 0  

5 9 0  

6 5 0  

7 0 0  

7 6 0  

8 3 0  

8 9 0  

9 7 0  

1 0 4 0  1120

4 7 . 2

5 0 . 1

5 3 . 1

5 5 . 8

5 8 . 7  

6 1 .  3 

64 . 0

6 7 . 3  

6 8 .  7

7 0 . 7  

71. 2

7 2 . 2

7 3 . 7

7 3 . 9  

75 . 2

7 5 . 3  

7 5 . 9

8 0 6  . 8 

4 1 3 . 3  

4 7 5 .  3 

5 5 2  .1 

1 5 6  . 4

2 3 6  

2 5 1  

2 6 5  

2 7 9  

2 9 4  

3 1 0  

3 2 0  

3 3 0  

34 0 

3 5 0  

3 6 0  

3 6 0  

3 7 0  

3 7 0  

3 7 0  

3 8 0  

3 8 0

6 5 8 . 0

3 1 8 . 0

3 4 5 . 0

3 7 8 . 01 0 1 . 0

1 0 5 3 5 1 1 1 4  . 3 2 4 0 3 . 9 5 5 6 5 . 0 1 8 0 0 . 0

N o t e s :  1 & 4 . F r o m  a t t a c h e d  L e g i s l a t i v e  F i n a n c e  c o m p u t e r  r u n s  l a b e l l e d  " S B  7 0 " ;

2. C o l .  1 -t (5 x 1 . 0 7 N  ) w h e r e  N = F i s c a l  Y e a r  - .1.984 ; g r a n t s  i n c r e a s e d  7%  p e r  a n n u m  

f o r  i n f l a t i o n ;

3 & 5 . " O p t i o n  D "  f r o m  S u s i t n a  H y d r o e l e c t r i c  F i n a n c i n g ,  T a s k l l : ____F i n a n c i n g O p t i o n s ,

A c r e s ,  J a n u a r y  1 9 8 3 ;  f r o m  T a b l e  4 a n d  T a b l e  3 r e s p e c t i v e l y ;  F Y  8 3 - 8 5  s u m m e d  

a n d  s h o w n  a s  FY  8 5 .

PREPARED BY:

LEGISLATIVE FINANCE

2-22-83
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TA B L E  I I
•FUNDS A V A IL A B L E  FOR C A P I T A L  P R O J E C T S  

UNDER SB 7 0  
( $  M i l l i o n s )

* .’/ • V SW'H-

( 1 )  ( 2 ) -  ( 3 )
F u n d s  A v a i l a b l e  f o r  

C a p i t a l  P r o j e c t s  
G e n e r a l
F u n d s  GO B o n d s  T o t a l

( 4 )
**

L o an
P r o g r a m
A p p r o p r i a t i o n s

( 5 )
G o v e r n o r 1s 
S i - .  Y e a r  
C a p i t a l  
B u d g e t

FISCAL YEAR 

A c t u a l  D o l l a r s

( 6 )

T o t a l  
C a p i t a l  

' P r o j e c t s

1 9 8 5 5 4 6 .  0 — 5 4 6 . 0 3 0 0 . 0 2 0 3 5 . 0 2 3 3 5 . 0
1 9 8 6 5 8 0 . 0 3 0 0 . 0 8 8 0  . 0 3 0 0 .  0 7 4 2 . 9 1 0 4 2 . 9
1 9 8 7 4 1 5 . 0 9 0 . 0 5 0 5 . 0 3 0 0 .  0 9 6 1 . 2 1 2 6 1 . 2
1 9 8 8 4 8 1 . 0 1 2 5 .  0 6 0 6 .  0 3 0 0 . 0 1 0 6 6 . 2 1 3 6 6 . 2
1 9 8 9 2 5 0 . 0 — 2 5 0 . 0 3 0 0 . 0 ? 3 0 0 . 0 +
1 9 9 0 — 5 0 . 0 5 0 . 0 3 0 0 .  0 ? 3 0 0 . 0 +
1 9 9 1 — 1 4 0 . 0 1 4 0 . 0 3 0 0 . 0 ? 3 0 0 . 0 +
1 9 9 2 — — — 3 0 0 . 0 ? 3 0 0 . 0 +
1 9 9 3 — — — 3 0 0 .  0 ? 3 0 0 . 0 +

T o t a l 2 2 7 2 . 0 7 0 5 .  0 2 9 7 7 . 0 2 7 0 0 . 0 4 8 0 5 . 3 7 5 0 5 . 3 +

FY 1 9 8 4  D o l l a r s

1 9 8 5 5 1 1 . 0 — 5 1 1 . 0 2 8 0  . 0 1 9 0 1 .  9 2 1 8 1 .  9
1 9 8 6 5 0 7 . 0 2 6 2  . 0 7 6 9 . 0 2 6 2  . 0 6 4 8 . 9 9 1 0 . 9
1 9 8 7 3 3 9 . 0 7 3 . 0 4 1 2 . 0 2 4 5  . 0 7 8 4  . 7 1 0 2 9 .  7
1 9 8 8 3 6 7 . 0 9 5 . 0 4 6 2 . 0 2 2 9  . 0 8 1 3 . 4 1 0 4 2 . 4
] 9 8 9 1 8 0 .  0 — 1 8 0 . 0 2 1 4  . 0 ? 2 1 4 . 0 +
1 9 9 0 — 3 3 . 0 3 3 . 0 2 0 0  . 0 ? 2 0 0 . 0 +
1 9 9 1 - - 8 7 . 0 8 7  . 0 1 8 7 . 0 ? 1 8 7 . 0 +
1 9 9 2 — _ _ — 1 7 5 . 0 ? 1 7 5 . 0 +
1 9 9 3 — _ _ — 1 6 3 . 0 ? 1 6  3 . 0 +

T o t a l 1 9  0 4 . 0 5 5 0 .  0 24  5 4 . 0 1 9 5 5 . 0 4 1 4 8 . 9 6 1 0 3 . 9 +

PREPARED BY:

LEGISLATIVE FINANCE

2-22-83



N o t e s : F r o m  a t t a c h e d  L e g i s l a t i v e  F i n a n c e  c o m p u t e r  r u n  l a b e l l e d  " S B  7 0 " ;

F r o m  T a b l e  1, S u s i t n a  H y d r o e l e c t r i c  P r o j e c t ,  T a s k  1 1 ;  F i n a n c i n g  O p t i o n s , 

A c r e s ,  J a n u a r y  1 9 8 3 ;

A s s u m e s  l o a n  a p p r o p r i a t i o n s  a t  r o u g h l y  t h e  G o v e r n o r ' s  FY  8 4  b u d g e t  l e v e l ,  

$ 2 9 4 . 5  m i l l i o n ;

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

i n  E x e c u t i v e  B u d g e t ,  B o o k  2, C a p i t a l  B u d g e t  a n d  S i x  Y e a r  C a p i t a l  P r o g r a m ,

F Y  8 3 , J a y  H a m m o n d ,  G o v e r n o r ;  F Y  8 5  a m o u n t  i s  s u m  o f  F Y  8 3 - 8 5  a m o u n t s  

l e s s  a m o u n t s  a p p r o p r i a t e d  f o r  c a p i t a l  a n d  l o a n s  f o r  F Y  8 3  a n d  l e s s  t h e  

a m o u n t  o f  c a p i t a l  p r o j e c t s  p r o p o s e d  b y  G o v e r n o r  S h e f f i e l d  f o r  F Y  84.

F Y  84 $ a m o u n t s  a r e  b a s e d  o n  a 7 %  i n f l a t i o n  f a c t o r s  t h e  A c r e s  S u s i t n a  

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

a n  e x t r a  1 / 2  y e a r .

PREPARED BY:

LEGISLATIVE FINANCE

2-22-83



FUNDS AVAILABLE FOR CAPITAL PROJECTS 

UNDER SB 70

FUNDS AVAILABLE ^  •
CAPITAL PROJECTS FISCAL YEAR



FEDRUARY 21,1983

;  STATE'"0F"ALASKA
LEGISLATIVE FINANCE WORKING DOCUMENT 

BUDGET FORECASTING MODEL'

*** ACTUAL DOLLARS IN MILLIONS * * *

JAN 83 DEPT OF REVENUE ESTIMATES 
OPERATING BUDGET AT SPENDING L IM IT  
SPENDING LIM IT INCREASES 10Z PER ANNUM
SURPLUS SPENT ON CAPITAL -------------------------------
INFLATION 7Z PER ANNUM
DIVIDENDS GO TO ALASKA~ENERGY~DIVIDEND"FUND' 
PERMANENT FUND INFLATION-PROOFED 
PERMANENT FUND E A R N S 'l  IX' PER ANNUM 
GO BONDS PER ACRES JAN 83 SUSITNA FINANCING PLAN

FISCAL
YEAR REVENUE INTEREST

“ 'TOTAL'
REVENUE

OPERATING"
BUDGET

CAPITAL------DEBT
BUDGET SERVICE

PERMANENT 
— FUND 
DIVIDENDS

— TOTAL—  
BUDGET

SURPLUS 
'  OR

D EFIC IT

PERM­
ANENT'
FUND

GENERAL REVENUE REQ
------FUND ”  *" FOR 'GF 'BAL
END OF YEAR OF$ 0 MIL

1983 3 7 9 0 8 8
1 9 8 4 2703 “.............. 3 7 0 "3072" 1 9 8 7 7 / 0  1 6 7 ' 236 3161

_
' 43 21 '  0 ~ 0

1 9 8 5 2775 3 8 9 3 1 6 4 2 1 8 5 546 164 268 3 1 6 4 0 4 8 9 2 0 0
1986 3 0 2 9

.. ..  4 2 2 _.
— ' 3 451" 2 4 0 4  ' 580 163 3 0 4  " - 3 4 5 1  ' 0 5 5 3 2 ' 0 0

1987 3 1 1 2 456 3 5 6 8 2 6 4 4 4 1 5  166 3 4 2 3 5 6 8 0 6 2 2 2 0 0
1 9 8 8 3 4 5 6 ...... 49!) -  ’ 3 9 5 4 ---------29 0 9  * ~ ' “ 4 8 1 -------179 ..........3 8 5 3 9 5 4 ' " 0 6 9 9 8 0 0
1 9 8 9 3 5 4 0 540 4 0 8 0 3 2 0 0 2 5 0  190 4 3 0 4 0 8 0 00 78 6 0 00  00
1990 3 3 0 0

. . . . .  58;). .
' 3 8 7 0 ' " 3 5 2 0 0 0  1 9 0 “ '  “ 480 4190 ' ' - 3  20 8 7 5 0 0 0  3 2 0

1991 3 0 0 0 6 2 0 3 6 2 0 3 8 7 0 0 0  180 540 4 5 8 0 - 9 6 0 9 6 5 0 0 0  9 6 0
1 9 9 2 2 8 9 0 6 7 0  " ......3 5 6 0 ' 4 2 6 0 .........0 0 ............1 6 0 ' 5 9 0  ....... 5000  " - 1 4 4 0 1 0 6 0 0 0 0  1 4 4 0
1993 2 7 0 0 7 4 0 3 4 3 0 4 6 8 0 0 0  1 6 0 6 5 0 5490 - 2 0 5 0 1 1 5 7 0 0 0  2 0 5 0
1 9 9 4 2 6 1 0 8 1 0 '  3 4 2 0 5 1 5 0 0 0  .......... 1 3 0 7 0 0  ' 5990  ' '  - 2 5 6 0 1 2 5 9 0 00  2 5 6 0  '
1 9 9 5 2520 880 3 3 9 0 5670 0 0  1 3 0 7 6 0 6 5 6 0 - 3 1 7 0 1 3 6 5 0 0 0  3 1 7 0
1996 2380 '  ........9 5 0  " ‘ " 3 3 3 0 "" " 6 2 4 0 .... ' '  "  0 0 '  1 2 0  " ....... 8 3 0  " "  ' " 7 1 9 0 - 3 8 5 0 1 4 7 6 0 " .......... " ' 0 0 '  " 3 8 5 0 "  ......
1997 2440 1 0 3 0 3 4 7 0 6 3 6 0 00 80 890 7 8 3 0 - 4 3 6 0 1 5 9 5 0 0 0  4 3 6 0
1 9 9 8 2 5 1 0 1 1 2 0 3 6 3 0 7 5 4 0 .. .. 0 0  c o •- - g 7 o  - .....  85 7 0  ” - 4 9 4 0 1 7 2 1 0 00  4 9 4 0
1 9 9 9 2 6 6 0 1 2 1 0 3 8 7 0 8 3 0 0 00  40 1 0 4 0 9380 - 5 5 1 0 1 8 5 7 0 00  5 5 1 0
2 0 0 0 28 0 0 1 3 1 0 4 1 1 0 .......  9 1 3 0 0 0  3 0 1 1 2 0 1 0 2 8 0 - 6 1 7 0 2 0 0 4 0 00  6 1 7 0

TOTAL 4 8 4 1 0 1 2 5 9 0 6 1 0 0 0 80 5 5 0 " 3 0 5 0  ........ 2 3 0 0 1 0550 9 6 4 4 0 - 3 5 4 4 0 3 5 3 5 0



FEBRUARY 21,1983

STATE OF ALASKA 
LEGISLATIVE FINANCE WORKING DOCUMENT 

BUDGET FORECASTING MODEL

* * * ' FY 1 9 8 4  DOLLARS IN MILLIONS***"

JAN 83 DEPT OF REVENUE ESTIMATES ............... ................
OPERATING BUDGET AT SPENDING LIM IT  
SPENDING LIM IT  INCREASES 10%' PER ANNUM*" "
SURPLUS SPENT ON CAPITAL
INFLATION 7% PER ANNUM ...........  ............... .
DIVIDENDS GO TO ALASKA ENERGY DIVIDEND FUND 
PERMANENT FUND INFLATION-PROOFED 
PERMANENT FUND EARNS 12% PER ANNUM 
GO BONDS PER ACRES JAN 8 3 ' SUSITNA FINANCING PLAN

"PERMANENT SURPLUS PERM-—  GENERAL .REVENUE" REQ
FISCAL
YEAR REVENUE INTEREST

TOTAL
REVENUE

OPERATING
"BUDGET

CAPITAL
""BUDGET

DEBT
SERVICE"

FUND
DIVIDENDS"

TOTAL 
“ " BUDGET

OR
D E F IC IT "

ANENT
FUND

FUND FOR GF BAL 
END "OF YEAR OF$ “ 0 MIL"

1983 3 7 9 0 bb
1 9 8 4 2703 3 7 0 3 0 7 2 19 8 7 770 167 236 3161 - 8 8 4 3 2 1 0 0
1 9 8 5 259<i 3 6 4 2957 2 0 4 2

5 i r
1 5 4 " " 2 5 1 .......- - 2 9 5 7 " " " "0" " " 4 5 7 2 0 0 '

1986 2 6 4 5 369 3 0 1 4 2 1 0 0 507 143 265 3 0 1 4 0 4 8 3 2 0 0
1987 2 5 4 0 3 7 2 2913 ....... 2 1 5 9 "339" *136" ' " 2 7 9 2913 .............. 0 5079 0 " 0
1 9 8 8 2 6 3 6 3 8 0 3 0 1 7 2219 3 6 7 137 2 9 4 3 0 1 7 0 5338 0 0

1 9 8 9 2 5 2 0 3 9 0 '  29 1 0 ' '  2 2 8 0 " ' "1 8 0 ~" "T 4 0 3 1 0 " ' " * "2910" ............. 00 5 6 1 0 ... - QO -  - -QQ -

1990 2 2 0 0 3 8 0 2580 2 3 5 0 00 130 3 2 0 2790 - 2 1 0 5830 00  210

1991 1870 3 8 0 " 2 2 6 0 " 2 4 1 0 ' 00 — "1 1 0 ......3 3 0  ' 2 8 5 0 - 6 0 0  " 6 0 1 0 00  6 0 0
1 9 9 2 16 8 0 3 9 0 2070 2480 00 90 3 4 0 2 9 1 0 - 8 4 0 6 1 7 0 0 0  840
1993 1 4 7 0 4 0 0 ........ 1 8 7 0 .......... 2 5 5 0 " ---------00 ------- 90 ........... 3 5 0  " ------  2990 — - U 2 0 " --------- 6 2 9 0 “ ...... " - 0 0  ------------1 1 2 0  ...........
1 9 9 4 1 3 3 0 4 1 0 17 4 0 2 6 2 0 00 70 3 6 0 3 0 4 0 - 1 3 0 0 6 4 0 0 00  1 3 0 0

1 9 9 5 1190 4 2 0 1 6 1 0 2690 0 0 *60" 3 6 0 " " 2 1 2 0 “ - 1 5 0 0 ' " 6 9 9 0 " .......... . " 0 0 ' '  ~  " 1 5 0 0
1996 1 0 6 0 4 2 0 1 4 8 0 2770 00 60 370 3 1 9 0 - 1 7 1 0 6 5 6 0 0 0  1 7 1 0
1997  . 1 0 1 0 4 3 0 1 4 4 0 2 8 5 0 0 0 30 3 7 0 3 2 5 0  " '  - 1 8 1 0 ' " " 6 6 2 0 00  1 8 1 0

1 9 9 8 970 4 3 0 1 4 1 0 2 9 3 0 00 20 • 370 3 3 2 0 - 1 9 2 0 6 6 7 0 00  1 9 2 0

1 9 9 9 9 6 0 4 4 0 1 4 0 0 3 0 1 0 00 10 3 80 3 4 0 0 - 2 0 0 0 6 / 3 0 0 0  2 0 0 0
2 0 0 0 9 5 0 4 4 0 13 9 0 3 0 9 0 0 0 10 3 80 3 4 8 0 - 2 0 9 0 6 7 9 0 00  2090

TOTAL 3 0 3 3 0 6 8 0 0 3 7 1 3 0 4 2 5 2 0 2680 1 5 5 0 5580 5 2 3 2 0 - 1 5 1 9 0 1 5 1 0 0



i T s R i r
MSG 03-00012026 PRTY 1 03/01/83 17:08:36 ORIG: LF20 IN= 0009 OUT= 0005
FROM: LYNDA/FBX TO: JNU T/C „—  f
TARGET: LJ20 SUBJ: FINAL. STATS' FOR JNT ST AFFAIRS T/C (g/lj PAGE 0001

IN FAIRBANKS TG OBSERVE:
1. DENISE DANIEL.L.0, 143 CLARKSON DR. APT. 60 FBX. £479-3005
2. JIM OLNEY, 1009 SECOND AVE., FBX. £452-6551
3. RON POUCHIONE, TANANA CHIEFS CONF., 201 FIRST ST., FBX. £452-8251
4. DOUG MCKEE, 221 PINE ST.,FBX. £456-6420
5. JEFF WELTZ1N, 143 CLARKSON DR. APT.60, £479-3005
ALSO, ONE OF THESE PARTICIPANTS WOULD LIKE A COPY OF THE WRITTEN TESTIMONY 
SUBMITTED BY A NEW YORK BOND CONSULTANT (DREXEL??) WHICH WAS TO BE SUBMITTED 
TO THE COMMITTEE, IF POSSIBLE, REGARDING THE WASHINGTON STATE POWER SUPPLY 
SYSTEM. PLEASE LET ME KNOW IF YOU CAN SEND ME A COPY. THANKS.

NXT MSG U/R/S _ PREV iMSG U/R/S _ RESEND _ CANCEL _

MSG 83-00011963 PRTY 1 03/01/83 14=59:16 ORIG: L.A08 IN= 0014 OUT= 0013
FROM: INEZ IN ANCHORAGE TO: TIM IN JNU
TARGET: LJ20 SUBJ: JOINT H 6 S STATE AFFAIRS COMM T/C PAGE 0001

WE HAVE ANOTHER OBSERVER
2. JERRY BURRELL 3716 WESLEYAN , ANCHORAGE 99504 333-9658
--------------------- e q m

NXT MSG U/R/S _ PREV MSG U/R/S _ RESEND _ CANCEL „

MSG 83-00011930 PRTY 1 03/01/83 13:37:00 ORIG: LAOS IN= 0011 OUT= 0015
FROM: INEZ IN ANCHORAGE TO: TIM IN JNU
TARGET: LJ20 SUBJ: JOINT S 6 H STATE AFFAIRS COMM T/C PAGE 0001

TO OBSERVE
1. JUDY ZINICHI / NAEC 833 GAMBELL. ST. £B, ANCHORAGE, 99501 277-21,34

NXT MSG IJ/R/S _ PREV MSG U/R/S _ RESEND _ CANCEL



T H E  L E G IS L A T U R E
SUOCCT m  AUDIT CDUMirm

%

M E M O R A N D U M

DATE: F e b r u a r y  21, 1983

TO: Honorable Vic Fischer
Chairman
Senate ctate Affairs Committee

FROM: Milt Barker, Fiscal. Analyst
Legislative Finance Division •

SUBJ: Funds Available for Capital Projects

T h r o u g h  t h e  e n d  of t h e  n e x t  d e c a d e ,  u n d e r  c u r r e n t  law, total 
c a p i t a l  p r o j e c t s  a r e  a l m o s t  f o u r  t i m e s  t h e  a m o u n t  a v a i l a b l e  
f or c a p it al. E v e n  if P e r m a n e n t  F u n d  e a r n i n g s  w e r e  to be 
e n t i r e l y  u t i l i z e d  f o r  c a p i t a l ,  t o t a l  p r o j e c t s  w o u l d  still 
e x c e e d  the a m o u n t  a v a i l a b l e  b y  a l m o s t  50%.

The a m o u n t  p r o p o s e d  for S u s i t n a  a l o n e  w o u l d  c o n s u m e  all 
funds a v a i l a b l e  u n d e r  c u r r e n t  law. Togeti.er w i t h  o t h e r  h y d r o  
p r o j e c t s ,  h y d r o  w o u l d  r e q u i r e  o v e r  h a l f  o f  the funds a v a i l a b l e  
if P e r m a n e n t  F u n d  d i v i d e n d s  a n d  i n f l a t i o n - p r o o f i n g  are r e p e a l e d

T a b l e s  I a n d . I I  (attached) c o m p a r e  the a m o u n t  of g e n e r a l  funds 
a n d  g e n e r a l  o b l i g a t i o n  b o n d s  a v a i l a b l e  f o r  c a p i t a l  p r o j e c t s  
w i t h  p r o p o s e d  c a p i t a l  p r o j e c t s .  T h e  " a m o u n t  a v a i l a b l e  for 
c a p i t a l  p r o j e c t s "  f r o m  t h e  g e n e r a l  f u n d  is a s s u m e d  to b e  all 
funds r e m a i n i n g  a f t e r  p r o v i d i n g  f o r  the o p e r a t i n g  budget.
T h e s e  a m o u n t s  w e r e  c a l c u l a t e d  in the a t t a c h e d  c o m p u t e r  runs 
u s i n g  t h e  D e p a r t m e n t  of R e v e n u e ' s  J a n u a r y  1983 r e v e n u e  e s t i­
ma t e s  at t he 3 0 t h  p e r c e n t i l e .

The o n l y  d i f f e r e n c e  b e t w e e n  T a b l e s  I a n d  II is in the a m o u n t  
a v a i l a b l e  for p r o j e c t s .  The m a i n  s o u r c e  o f  this d i f f e r e n c e  
is t h a t  T a b l e  I a s s u m e s  n o  c h a n g e  in c u r r e n t  s t a t u t e s  w h i l e  
T a b l e  II s h o w s  m o r e  f u n d s  a v a i l a b l e  as a r e s u l t  of r e p e a l i n g  
P e r m a n e n t  F u n d  d i v i d e n d s  a n d  i n f l a t i o n - p r o o f i n g .  T a b l e  II 
r e f l e c t s  the e n t i r e  a m o u n t  o f  P e r m a n e n t  F u n d  e a r n i n g s  in 
a r r i v i n g  a t  the a m o u n t  a v a i l a b l e  figure.



T w o  o t h e r  d i f f e r e n c e s  b e t w e e n  T a b l e  I a n d  II are;-

1) T a b l e  I a s s u m e s  o p e r a t i n g  b u d g e t s  at the s p e n d i n g  - ... 
l i m i t  ($1986. 7 m i l l i o n  in F Y  84) w h i l e  T a b l e  II ; 
a s s u m e s  the 'Governor's FY 84 b u d g e t  of $ 1 9 1 1 . 8  ■•j.. 
m i l l i o n  (includin g l o n g e v i t y  bo nus and m u n i c i p a l  
a i d ) ; o p e r a t i n g  b u d g e t s  a r e  a s s u m e d  to i n c r e a s e
10% p e r  a n n u m  in b o t h  cases; .. . • • . ...

2) b e c a u s e  o f  g r e a t e r  u n r e s t r i c t e d  r e v e n u e s  in Table.-...
II, a g r e a t e r  a m o u n t  o f  G.Oi b o n d  i s s u e s  are assumed; 
t h e  a m o u n t s  of G.O. b o n d s  i n  both, t a b l e s  are b a s e d  
o n  t h e  s t a t e m e n t s  of ...PA's f i n a n c i a l  a d v i s e r s  in
t h e  J a n u a r y  1983 S u s i t n a  f i n a n c i n g  plan (see foot- ' 
n o t e s  to Tables).

The a m o u n t  of c a p i t a l  p r o j e c t s  show n in the T a b l e s  i n c l u d e s  
t r a d i t i o n a l  c a p i t a l  p r o j e c t s ,- in the f o r m  of the l a s t  y e a r ' s  
G o v e r n o r ' s  S i x  Y e a r  C a p i t a l  Budget, o n l y  t h r o u g h  F Y  88.
N o  a m o u n t s  h a v e  b e e n  e s t i m a t e d  for l e g i s l a t i v e  c a p i t a l  
p r o j e c t s  n o r  h a s  any a m o u n t  b e e n  i n c l u d e d  for p u r c h a s e  of 
the A l a s k a  R a i l r o a d  or c a s h i n g  o u t  i n t e r i m  f i n a n c i n g  on 
Tyee, Swan, and T e r r o r  Lakes ($200 m i l l i o n ) .

a t t a c h m e n t s

M B : ro

cc: H o n o r a b l e  A I  A d a m s
H o n o r a b l e  J o h n  S a c k e t t  
H o n o r a b l e  Don B e n n e t t



AVAILABLE: FOR CAPITAL PROJECTS 
UNDER CURRENT LAW 

($  M i l l i o n s )

lWS

( 1 )  ( 2 )  ( 3 )
FUNDS AVAILABLE FOR 

CAPITAL PROJECTS
FISCAL

YEAR
GENERAL

FUND GO BONDS TOTAL

(A)
SB 68 

STATE FUNDING 
FOR 

SUSITNA

( 5 )
OTHER

APA
CAPITAL

PROJECTS

(6) ( 7 )

TOTAL
HYDRO

PROJECTS

LOAN
PROGRAM

APPROPRIATIONS

ACTUAL
DOLLARS

( N o t e s  t o  T a b l e  I  o n  n e x t  p a g e . )

( 8 )
GOVERNOR1S 

S IX  YEAR 
CAPITAL 

BUDGET

55 5 9 3 . 0 — 5 9 3 . 0 A 0 3 .7 2 A A .5 6 A 8 .2 3 0 0 . 0 2 0 3 5 . 0
86 6 1 1 . 0 3 0 0 . 0 9 1 1 . 0 A 7 2 .7 2 8 2 . 3 7 5 5 . 0 3 0 0 . 0 7 A 2 .9
87 A A 7 .0 9 0 . 0 5 3 7 . 0 A 7 9 .7 1 2 5 . 8 6 0 5 . 5 3 0 0 . 0 9 6 1 . 2
88 5 0 3 . 0 1 2 5 . 0 6 2 8 . 0 A 9 9 .5 — A 9 9 .5 3 0 0 . 0  .• 1 0 6 6 . 2
89 2 8 0 . 0 — 2 8 0 . 0 9 3 8 . 3 — 9 3 8 . 3 3 0 0 . 0 7
9 0 — 5 0 . 0 5 0 . 0 7 3 8 . A — 7 3 8 . A 3 0 0 . 0 ?
91 — 1 A 0 . 0 1 A 0 .0 — — — 3 0 0 . 0 7
92 — — — — — — 3 0 0 . 0 7
93 — — — — — — 3 0 0 . 0 7

T o t a l 2 A 3 A .0 7 0 5 . 0 3 1 3 9 . 0 3 5 3 2 . 3 6 5 2 . 6 A 1 8 A .9 2 7 C 0 . 0 A 8 0 5 .3

FY 8A 
DOLLARS 

8 5 5 5 A .0 5 5 A .0 3 6 A .5 2 2 8 . 5 5 9 3 . 0 2 8 0 . 0 1 9 0 1 . 9
8 6 5 3 A .0 2 u 2 . 0 7 9 6 . 0 3 9 8 . 9 2 A 6 .6 6 A 5 .5 2 6 2 . 0 6 A 8 .9
87 3 6 5 . 0 7 3 . 0 A 3 8 . 0 3 7 8 - 3 1 0 2 . 7 A 8 1 .0 2 A 5 .0 7 8 A .7
88 3 8 A .0 s 5 . o A 7 9 • 0 3 6 8 . 2 — 3 6 8 . 2 2 2 9 . 0 8 1 3 . A
8 9 2 0 0 . 0 — 2 0 0 . 0 6 A 6 . A — 6A 6.A 2 1 A .0 7

9 0 — 3 3 . 0 3 3 . 0 A 75 .A — A 7 5 .  A 2 0 0 . 0 7

91 — 8 7 . 0 8 7 . 0 — — — 1 8 7 . 0 7
92 «... — — — — — 1 7 5 . 0 7

93 — — — — — — — 1 6 3 . 0 7

T o t a l 2 0 3 7 . 0 5 5 0 . 0 2 5 8 7 . 0 2 6 3 1 . 7 5 7 7 . 8 3 2 0 9 . 5 1 9 5 5 . 0 A 1 A 8 .9

a m tnnmiif

( 9 )

TOTAL . 
CAPITAL ’ 

PROJECTS

2 9 8 3 . 2
1 7 9 7 . 9
1 8 6 6 . 7
1 8 6 5 . 7  
1 2 3 8 . 3 +  
1 0 3 3 . A+

3 0 0 . 0 +
3 0 0 . 0 +
3 0 0 . 0 +

1 1 6 9 0 . 2 +

2 7 7 - ) .  9 
1 5 5 6 . A 
1 5 1 0 . 7  
1 A 1 0 .6  

8 6 0 . A+ 
6 7 5 . A+ 
1 8 7 . 0 +  
1 7 5 . 0 +  
1 6 3 . 0 +

9 3 1 3 . A+

jjju:



NOTES TO TABLE• j

s g n a g

1. F r o m  a t t a c h e d  L e g i s l a t i v e  F i n a n c e  c o m p u t e r  r u n  l a b e l l e d  " c u r r e n t  law"; b e g i n n i n g  G F  b a l a n c e  b a s e d  o n  2 / 9 / 8 3  

s c h e d u l e  of a m o u n t  a v a i l a b l e  p e r  S e n a t e  F i n a n c e  of $ 9 1 8 . 3  m i l l i o n  r e d u c e d  b y  $ 2 3 0  m i l l i o n  fo r  t h e  R a i n y  D a y  

F u n d  a n d  $ 6 0 0  m i l l i o n  f o r  the P e r m a n e n t  F u n d  that h a s  b e e n  a p p r o p r i a t e d  b u t  w a s  i n c l u d e d  i n  t h e  $ 9 1 8 . 3  m i l l i o n ;  

• i n c l u de s  P e r m a n e n t  F u n d  u n d i s t r i b u t e d  income;

2. F r o m  T a b l e  I, S u s i t n a  H y d r o e l e c t r i c  P r o j e c t ,  T a s k  II: F i n a n c i n g  O p t i o n s , A c r e s ,  J a n u a r y  1983; a m o u n t  o f  G O B ' s  b a s e d

o n  s t a t e m e n t  o f  F i r s t  B o s t o n  C o r p o r a t i o n ,  J o h n  N u v e e n  & Co., an d  F i r s t  S o u t h w e s t  Co. w h i c h  a s s u m e d  h i g h e r  

p r o j e c t e d  r e v e n u e s  a t  the  3 0 t h  p e r c e n t i l e  t h a n  the c u r r e n t  J a n u a r y  1 9 8 3  D e p a r t m e n t  of R e v e n u e  e s t i m a t e s ;  thus the

e s t i m a t e  of G O B ' s  m u s t  b e  s o m e w h a t  high;
9

A. F r o m  T a b l e  1 8 . A . 7, S u s i t n a  H y d r o e l e c t r i c  P r o j e c t ,  T a s k  II R e f e r e n c e  R e p o r t , A c r e s ;  thit is th e  $ 2 . 3  b i l l i o n

( J a n u a r y  1 9 8 2  $) s t a t e  c o n t r i b u t i o n  case; SB 68 p r o p o s e s  $ 2 . 3  b i l l i o n  in J a n u a r y  1 9 8 3  d o l l a r s ;  if t h e  A c r e s  

f u n d i n g  s c h e d u l e  is i n t e n d e d  it w o u l d  b e  n e c e s s a r y  to a d j u s t  SB tJ; o t h e r w i s e  the e s t i m a t e d  S u s i t n a  c o s t s

s h o w n  h e r e  w o u l d  b e  A %  to 7% too h i g h  a s  m e a s u r e d  b y  v a r i o u s  "E j i n e e r i n g  N e w s  R e c o r d "  c o n s t r u c t i o n  c o s t

i n d i c e s ;

3. F r o m  T a b l e  I, " A c r e s " ,  J a n u a r y  1983;

7. A s s u m e s  l o a n  p r o g r a m  a p p r o p r i a t i o n s  r e m a i n  at r o u g h l y  the G o v e r n o r ' s  F Y  8A b u d g e t  l e v e l ,  $ 2 9 A . 5  m i l l i o n ;

8. T o t a l  of g e n e r a l  f u n d  c a p i t a l  p r o j e c t s  ( i n c l u d i n g  v o t e r  a p p r o v a l )  c o n t a i n e d  i n  E x e c u t i v e  B u d g e t ,  B o o k  2 ,

C a p i t a l  B u d n e t  a n d  S i x  Y e a r  C a p i t a l  P r o g r a m ,  FY 8 3 , J a y  H a m m o n d ,  G o v e r n o r ;  F Y  85 a m o u n t  is s u m  of F Y  8 3 - 8 5  

a m o u n t s  l e s s  a m o u n t s  a p p r o p r i a t e d  f o r  c a p i t a l  a n d  l o a n s  f o r  F Y  83 a n d  l e s s  the a m o u n t  of c a p i t a l  p r o j e c t s  

p r o p o s e d  by G o v e r n o r  S h e f f i e l d  f o r  F Y  8A.

F Y  8A $ a m o u n t s  a r e  b a s e d  o n  a 7% i n f l a t i o n  f a c t o r :  the A c r e s  S u s i t n a  n u m b e r s  a p p e a r  to b e  o n  a c a l e n d a r  y e a r

b a s i s  a n d  a r e  thus a d j u s t e d  f o r  a n  e x t r a  1/ 2  year.



FISC A L
YEAR

(1) (2) (3)

F U N D S  A V A I L A B L E  F O R  

C A P I T A L  P R O J E C T S  

G E N E R A L  

F U N D

."FUNDS A V A I L A B L E  F O R  C A P I T A L  P R O J E C T S  

. W I T H  REPEnT, O F  D I V I D E N D S  & I N F L A T I O N - P R O O F I N G  

($ M i l l i o n s )

G O  B O N D S  T O T A L

( 4 )
SB  68 

S T A T E  F U N D I N G  

F O R  

S U S I T N A

(5)

O T H E R

A P A

C A P I T A L

P R O J E C T S

( 6 )

T O T A L

H Y D R O

P R O J E C T S

( 7 )

L O A N

P R O G R A M

A P P R O P R I A T I O N S

( 8 )
• G O V E R N O R ' S  

S I X  Y E A R  

C A P I T A L  

B U D G E T

( 9 )

T O T A L  

C A P I T A L  . 

P R O J E C T S  *

A C T U A L

D O L L A R S

85

86
87

88
89

90

91

92

93

1 1 9 6 . 0

1 2 8 1 . 0

1 1 5 7 . 0

1 2 6 9 . 0

1110.0 

5 8 0 . 0

3 5 0 . 0

1 9 0 . 0

9 5 . 0

2 3 5 . 0

5 0 . 0

2 5 . 0

1 6 0 . 0

3 5 . 0  

1 7 C . 0

1 5 4 6 . 0

1 4 7 1 . 0

1 2 5 2 . 0

1 5 0 4 . 0

1 1 6 0 . 0

6 0 5 . 0

1 6 0 . 0  

35. 0

1 7 0 . 0

4 0 3 . 7

4 7 2 . 7

4 7 9 . 7  

4 9 9 . 5

9 3 8 . 3

7 3 8 . 4

2 4 4 . 5

2 3 2 . 3

1 2 5 . 8

6 4 8 . 2  

7 5 5 . 0

6 0 5 . 5

4 9 9 . 5

9 3 8 . 3

7 3 8 . 4

3 0 0 . 0

3 0 0 . 0

3 0 0 . 0

3 0 0 . 0

3 0 0 . 0

3 0 0 . 0

3 0 0 . 0

3 0 0 . 0

3 0 0 . 0

2 0 3 5 . 0  

7 4 2 . 9  

961.'2 

1 0 6 6 . 2  

?
? ' 
?
?

. ?

T o t a l 6 5 9 3 . 0 1 3 1 0 . 0 7 9 0 3 . 0 3 5 3 2 . 3 6 5 2 . 6 4 1 8 4 . 9 2 7 0 0 . 0 4 8 0 5 . 3

F Y  84 

D O L L A R S  

85 1 1 1 8 . 0 3 2 7 . 1 1 4 4 5 . 1 3 6 4 . 5 2 2 8 . 5 5 9 3 . 0 2 8 0 . 0 1 9 0 1 . 9

86 1 1 1 9 . 0 1 6 6 . 0 1 2 8 5 . 0 3 9 8 . 9 2 4 6 . 6 6 4 5 . 5 2 6 2 . 0 64 8 . 9

87 9 4 4 . 0 7 7 . 5 1 0 2 1 . 5 3 7 8 . 3 1 0 2 . 7 4 8 1 . 0 2 4 5 . 0 78 4 . 7

88 9 6 8 . 0 1 7 9 . 3 1 1 4 7 . 3 3 6 8 . 2 — 3 6 8 . 2 2 2 9 . 0 8 1 3 . 4

89 7 9 0 . 0 3 5 . 6 8 2 5 . 6 6 4 6 . 4 — 6 4 6 . 4 • 2 1 4 . 0 ?

90 3 9 0 . 0 1 6 . 7 4 0 6 . 7 4 7 5 . 4 — 4 7 5 . 4 2 0 0 . 0 7

91 9 9 . 6 99 . 6 — — — 1 8 7 . 0 ?

92 —  mm 20. 4 20. 4 — — ** — 1 7 5 . 0 ?

93 mmmm 9 2 . 5 92. 5 — -- — 1 6 3 . 0 ?

T o t a l 5 3 2 9 . 0 1 0 1 4 . 7 6 3 4 3 . 7 2 6 3 1 . 7 5 7 7 . 8 3 2 0 9 . 5 1 9 5 5 . 0 4 1 4 8 . 9

2 9 8 3 . 2

1 7 9 7 . 9

1 8 6 6 . 7

1 8 6 5 . 7  

1 2 3 8 . 3 +  

1 0 3 8 . 4 +

3 0 0 . 0 +  

300. Of- 

3 0 0 . 0 +

?.1690.2+

NOTES: 1 .

2 .

2 7 7 4 . 9  

1 5 5 6 . 4  

1 5 1 0 . 7  

1 4 1 0 . 6  

8 6 0 . 4 +  

6 7 5 . 4 +  

1 8 7 . 0 +  

1 7 5 . 0 +  

1 6 3 . 0 +

9 3 1 3 . 4 +

F r o m  a t t a c h e d  L e g i s l a t i v e  F i n a n c e  c o m p u t e r  r u n  l a b e l l e d  " R e p e a l  o f  D i v i d e n d s  a n d  I n f l a t i o n - P r o o f i n g  ; s e e  

n o t e  1 to T a b l e  I;
S e c  n o t e  2 to T a b l e  II: a m o u n t  of G O B ' s  b a s e d  o n  e s t i m a t e s  of r e v e n u e s  at t h e  5 0 t h  p e r c e n t i l e  m a d e  p r i o r  

to t h e  c u r r e n t  J a n u a r y  1 9 8 3  e s t i m a t e ? ;  t h o s e  r e v e n u e s  a r e  h i g h e r  t han th e  J a n u a r y  1 9 8 3  e s t i m a t e s  e v e n  

i n c l u d i n g  m o n i e s  tha t  w o u l d  h a v e  b e e n  u s e d  fo r  d i v i d e n d s  a n d  i n f l a t i o n - p r o o f i n g ;  thus, th e e s t i m a t e  of 

G O B ' s  is s o m e w h a t  high;

For o t h e r  i t e m s  s ee  n o t e s  to T a b l e  I.
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FUNDS AVAILABLE FOR CAPITAL PROJECTS

CURRENT LAW


