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FUNDS AVAILABLE FOR CAPITAL PROJECTS CFY84 il 
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' * * *  A C T U A irD O L O R S ’ I N ’ M IL L IO N S "* * *

JAN 83 DEPT OF REVENUE ESTIMATES 
OPERATING BUDGET AT SPENDING L IM IT  
SPENDING L IM IT  INCREASES 1 0 % "PER""ANNUM 
SURPLUS SPENT ON CAPITAL 
INFLATION 7% PER ANNUM 
PERMANENT FUND INFLATION-PROOFED
PERMANENT FUND E, 
GO BONDS 7/ER ACR1

\R N S 1'2% PER ANNUM 
ES JAN 83 SUSITNA ]FINANCING PLAN

'

.

PERMANENT SURPLUS PERM- GENERAL REVENUE REQ
FISCAL " T O T A L ' OPERATING CAPITAL DEBT FUND TOTAL "'OR' "' ANENT ' " FUND' FO R 'G F BAL"
YEAR REVENUE INTEREST REVENUE BUDGET BUDGET SERVICE DIVIDENDS BUDGET D E F IC IT • FUND END OF YEAR OF$ 0 MIL
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FEBRUARY 15,1983 ...........

STATE OF ALASKA 
L E G IS L A T IV E ' FINANCE WORKING"DOCUMENT" 

BUDGET FORECASTING MODEL

- * * *  f y  1 9  8 4 ' D o l l a r s  i n ' m i l l i o n s * * *

JAN 83 DE'rT OF'REVENUE'ESTIM ATES 
OPERATING DUDGET AT SPENDING L IM IT
SPENDING L IM IT  INCREASES 10Z"PER"ANNUM----------------------
SURPLUS SPENT ON CAPITAL
INFLATION 7% PER ANNUM '
PERMANENT FUND INFLATION-PROOFED
PERMANENT FUND EARNS 12% "PER  "ANNUM
GO BONDS PER ACRES JAN 83 SUSITNA FINANCING PLAN

• PERMANENT SURPLUS PERM­ GENERAL REVENUE REQ
FISCA L .................. TOTAL " OPERATING CAPITAL DEBT .....FU N D ......... TOTAL ' "OR" ' ANENT '"FUND " ' 'F O R 'G F ' BAL"
YEAR REVENUE INTEREST REVENUE BUDGET BUDGET SERVICE DIVIDENDS BUDGET D E F IC IT . FUND END OF YEAR OF$ 0 MIL
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  ' - - - ■STATE' U*: A L A S K A

v L E G ISL A T IV E  FINANCE WORKING DOCUMENT 
  : BUDGET FORECASTING MODEL---------------

______________* * *  ACTUAL DOLLARS IN  M ILLIONS * * *

JAN 83 DEPT OF REVENUE ESTIMATES
GOVERNOR'S OPERATING BUDGET (INCLUDES*LONGEVITY“jT M U M IC IP A IT A ID ) 
OPERATING BUDGET INCREASES 10% PER ANNUM 
SURPLUS SPENT ON CAPITAL “ *
INFLATION 7% PER ANNUM 
NO PERMANENT" FUND DIVIDENDS- "
NO PERMANENT FUND INFLATION-PROOFING
PERMANENT FUND EARNS 12% PER ANNUM 
GO BONDS PER ACRES JAN 83 SUSITNA FINANCING PLAN

■ *

PERMANENT SURPLUS PERM­ GENERAL REVENUE REQ
FISCA L '  TOTAL OPERATING" CAPITAL ’ DEBT FUND............. TOTAL ‘OR " ANENT '' FUND......... 'F O R 'G F  BAL*
YEAR REVENUE INTEREST REVENUE BUDGET BUDGET SERVICE DIVIDENDS BUDGET D E F IC IT • FUND END OF YEAR OF$ 0 MIL
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BUDGET FORECASTING MODEL

'•* '** 'FY 1 9 8 4 “ DOLLARS IN  M IL L IO N S ***"

JAN 83 DEPT OF REVENUE ESTIMATES .................. ........ ............
GOVERNOR'S OPERATING BUDGET (INCLUDES LONGEVITY & MUNICIPAL A ID )
OPERATING BUDGET “ INCREASES TO%"PER"ANNUM---------------------------------- '.----------------
SURPLUS SPENT ON CAPITAL
INFLATION 7% PER ANNUM  ;
NO PERMANENT FUND DIVIDENDS 
NO PERMANENT FUND'' INFLATION-PROOFING" 
PERMANENT FUND EARNS 12% PER ANNUM
GO BONDS PER ACRES JAN 83 SUSITN A "FIN A N CIN G "?LA N "

"PERMANENT" SURPLUS PERM- '"'GENERAL' "REVENUE' REQ
FISC A L TOTAL OPERATING CAPITAL DEBT FUND TOTAL OR ' ANENT FUND FOR GF BAL
YEAR REVENUE INTEREST REVENUE"" BUDGET "BUDGET* S E R V IC E " DIVIDENDS BUDGET D E F IC IT FUND" " END OF"YEAR"OF$ 0 MIL
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1991 1 8 7 0 " ’ 5 6 0 " 2 4 4 0 " ------- 2 3 2 0 ' 00" 1 4 0
...... 0 0

"" * 2460 " - 3 0 4 1 5 0 ................... UU 3 0
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19 9 6 1 0 6 0 4 9 0 1 5 4 0 2 6 6 0 00 70 0 0 2 7 4 0 - 1 1 9 0  . 3 6 6 0 00 1 1 9 0
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1 9 9 9 9 6 0 4 5 0 •" " 1 4 1 0 " ■—  2 8 9 0  ‘.......  0 0 ” 3 0 ' ~  ’ 00 " “ 2 9 2 0 "  ' - 1 5 1 0 3 3 2 0 00 JLM U

2 0 0 0 950 4 4 0 1 3 9 0 2 9 8 0 00 20 0 0 3 0 0 0 - 1 6 1 0 3 2 2 0 00 1 6 1 0
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i n tro ductory comments

George Rogers: strategies, parameters, a n d  c r i teria to consider
in e x a m ining Susitna and other hy dro projects

F E A S I B I L I T Y

1:45 Yould: summary of f e a s i b i l i t y  w o r k
D-'-oc> K x t c ^ .
^rGOo-.. Gregg Erickson: r e v i e w  of studies and n e w  developments

F I N A NCING

3:30 E i leen Titmuss (T i g h t - m u s s ) , b o n d  analyst w i t h  Drexel, 
Burnham, and Lambert, NYC: c o n s i derations in the bond 
market, factors a f f e cting public power bonds

4:15 A P A  f i n a n c i a l / b o n d i n g  advisors: finan cing recommendation s

4:30 Milt Barker: r e v i e w  of the 2 m e m o s  he p r e p a r e d  for the 
committee (in today's folders)

4:45 Commi s s i o n e r  Heatn, Dept, of Revenue: r e lation ship of
capital r e q uire ments to state b o n d i n g  capacity and credit

-£:4*57 ' Lee Gorsuch, ISER: economic forecas t revisions

3:00 George Matz, 0MB: r e v i e w  of studies, alternatives, forecasts

r a t i n g
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SENATE STATE AFFAIRS COh''v/'iTEE
SENATOR VIC FISCHER, CHAIR' . ' . : :

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 schedules, marketing, and operational 

costs; summary 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 participants, 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. 

Those who wish to testify are asked to sign up in advance at the 
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 
TESTIhiTRY -- SUSITNA. This meeting will be teleconferenced to all major 

sites T o r  fistening 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 cf 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, 

recommend; ons
—  Eil en 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 meet.ng 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 pov/er 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: p;'wer sales agree:,.,;-its 
-- 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





MARCH 3 ~  SUSITNA

CONTINUATION FROM TUES.

George Matz , OMB: wrap- up of last  meeting -  b r i e f  rev iew  of

FEASIBILITY STUDIES, IDENTIFICATION OF ECONOMIC "WINDOW"
AND KEY FACTORS TO BE UPDATED

Mi l t  Barker , Le g i s l a t iv e  F i n a n c e : r e l a t io n s h ip  of cap ital  
requirements ' to projected  revenues ( reference Fe b , 21 memo) 

Commiss ioner Robert Heath , Revenue : r e l a t io n s h ip  op c ap ital

REQUIREMENTS TO STATE BONDING CAPACITY ATD CREDIT RATING

SUSITNA MARKETABILITY

Robert Mohn and Ray B en ish ,  APA: s t a t u s  o f  market ing  s i t u a t i o n  
H a r r i s on  C a l l ,  marke t ing  s p e c i a l i s t :  power s a l e s  agreements 
Ca ro lyn  Guess, APUC: APUC r o l e  in app rov ing  c o n t r a c t s  and r a t e s  
U t i l i t y  r e p r e s e n t a t i v e s  who wish t o  add ress  the  i s s u e—  i f  t h e r e

ARE ANY WHO DIDN'T HAVE THE OPPORTUNITY IN ANCHORAGE
Dick Emmerman, OMB: rev iew  o f  SRI s tudy o f  e f f e c t  o f  e l e c t r i c i t y

PRICE AND AVAILABILTIY ON INDUSTRIAL DEVELOPMENT

SUSITNA READINESS

Governor ' s Of f i c e ? :  presentat ion  of "the c h e c k l i s t " ?
David Rogers (Sena te  Adv iso ry  Committee — worked w ith  R i r c h -H o r t on  

i d e n t i f i c a t i o n  o f  p o s s i b l e  S u s i tn a  " o b s t a c l e s "  l a s t  y e a r )  and 
Robert  Mohn, APA: rev iew  o f  " o b s t a c l e s "  and how th e y  a re  being
ADDRESSED

Mohn : .schedule for proceed ing , incorporat ing  new data

Al Carson , DNR ^
_ in a u d ien c e , ava ilable  for quest ions  Denn is  Kel s o , F&G)



A LA SK A  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, Corrt 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 schedules, marketing, and operational 

costs*, summary 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 participants, including OMB 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,
7 "ichorage. PUBLIC HEARING ON SUSITNA AND HYDRO DEVELOPMENT IN GENERAL. 

Those who wish to testify are asked to sign up in advance at the 
Anchorage Legislative Information Office. Public testimony will follow 

introductions by Mr. Yould and bill sp-jrsors.

* * *

March 1, 1:30-5:00, Senate Finance Room, Capitol, Juneau. INVITED 

TESTIMONY -- SUSITNA. This meeting will be tel^conferenced to all major 

sites for listening only.

George W. Rogers: Strategies, parameters, arid criteria that might be 

considered by the legislature in examining Susitna and other majur 

hydroelectric projects.

SUSITNA FEASIBILITY: What factors are involved in determining 

feasibility? How sensitive is the feasibility ::o changes in those 

factors? What have the Susitn,. feasibility and alternative studies 
shown? How accurate is the S5.2 billion cost estimate? How do different 
Susitna dam configurations comp ire with Watana/Devil Canyon? How have 

recent developments in oil and gas prices and in economic growth 
affected feasibility? How are these 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-goir.g work



-- Gregg En'ckson, 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 tie 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: consideration* in the bond market, 

factors affecting public power bc:;ds
-- 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 r t u a t i o n  

-- 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



T H E  L E G IS L A T U R E
BUDGU AND AUDIT COHKITTU

FINANCE D IV IS ION  
POUCH WF-rSTATE CAPITOL 
JUNEAU, ALASKA 99811  
PHONE: (9 0 7 ) 465-3795

M E M O R A N D U M -

DATE: F e b r u a r y  21, 1983

TO: 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

FROM: M i l t  B a r k e r ,  F i s c a l  A n a l y s t
L e g i s l a t i v e  F i n a n c e  D i v i s i o n

S U B J : F u n d s  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

T h r o u g h  t h e  e n d  o f  the n e x t  d e c ade, u n d e r  c u r r e n t  law, t o t a l  
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  times t h e  a m o u n t  a v a i l a b l e  
fo r  ca pit a l .  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 b e  
e n t i r e l y  u t i l i z e d  f o r  c a p i tal, t o t a l  p r o j e c t s  w o u l d  s t i l l  
e x c e e d  t h e  a m o u n t  a v a i l a b l e  b y  a l m o s t  50%.

Th e  a m o u n t  p r o p o s e d  for S u s i t n c  a l o n e  w o ^ l d  c o n s u w .  a l l  
f u n d s  a v a i l a b l e  u n d e r  c u r r e n t  la'*'. T o g e t h e r  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  a r e  repealed.

T a b l e s  I a n d  II (attached) c o m p a r e  the a m o u n t  of g e n e r a l  f unds 
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  for 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 .  The " 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  the g e n e r a l  fu nd is a s s u m e d  t o  b e  all 
furds r e m a i n i n g  a f t e r  p r o v i d i n g  f or 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  the 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
m a t e s  at the 30th 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 and 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  of 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 unds  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  .inflation-proofing. 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  of 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.

Q 1 U H



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 'Governor1 s F Y  84 b u d g e t  of $1911.8 
m i l l i o n  (i ncluding l o n g e v i t y  b o n u s  a n d  m u n i c i p a l  -V. 
a i d ) ; o p e r a t i n g  b u d g e t s  are 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  of 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 T a b l e  
II, a g r e a t e r  a m o u n t  of G.O.‘ b o n d  i s s u e s  are assumed; 
the 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 A P A ' 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  p l a n  (see foot- ' 
n o t e s  to Tables).

T h e  a m o u n t  of c a p i t a l  p r o j e c t s  s h o w 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  projects, in the f o r m  of the last 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  FY 88.
N o  a m o u n t s  h a v e  been e s t i m a t e d  fo r 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  has 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 
t h e  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  L a k e s  ($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  A1 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
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. F U N DS  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 o  

. W I T H  R E P E A L  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 )

FISCA L
YEAR

( 1 )  ( 2 )  ( 3 )  
FUNDS AVAILABLE FOR 

CAPITAL PROJECTS 
GENERAL 

FUND CO BONDS TOTAL

( 4 )
SB 68  

STATE FUNDING 
FOR 

SUSITNA

(5 )  
OTHER 

APA 
• CAPITAL 

PROJECTS

( 6 )

TOTAL
HYDRO

PROJECTS

( 7 )

LOAN
PROGRAM

APPROPRIATIONS

( 8 )
•GOVERNOR'S 

S IX  YEAR 
CAPITAL 
BUDGET

( 9 )

TOTAL
CAPITAL
PROJECTS

ACTUAL •

DOLLARS
85 1 1 9 6 . 0 3 5 0 . 0  . 1 5 4 6 . 0 4 0 3 . 7 2 4 4 . 5 6 4 8 . 2 3 0 0 . 0 2 0 3 5 . 0 2 9 8 3 . 2
8 6 1 2 8 1 . 0 1 9 0 . 0 1 4 7 1 . 0 472o 7 2 8 2 . 3 7 5 5 . 0 3 0 0 . 0 7 4 2 . 9 1 7 9 7 . 9
87 1 1 5 7 . 0 9 5 . 0 1 2 5 2 . 0 4 7 9 . 7 1 2 5 . 8 6 0 5 . 5 3 0 0 . 0 9 6 1 . 2 1 8 6 6 . 7
8 8 1 2 6 9 . 0 2 3 5 . 0 1 5 0 4 . 0 4 9 9 . 5 — 4 9 9 . 5 3 0 0 . 0  • 1 0 6 6 . 2 1 8 6 5 . 7
8 9 1 1 1 0 . 0 5 0 . 0 1 1 6 0 . 0 9 3 8 . 3 — 9 3 8 . 3 3 0 0 . 0 ? 1 2 3 8 . 3 +
9 0 5 8 0 . 0 2 5 - 0 6 0 5 . 0 7 3 8 . 4 — 7 3 8 . 4 3 0 0 . 0 ? ' 1 0 3 8 . 4 +
9 1 — 1 6 0 . 0 1 6 0 . 0 — — — 3 0 0 . 0 ? 3 0 0 . 0 +
92 — 3 5 . 0 3 5 . 0 — — 3 0 0 . 0 ? 3 0 0 . 0 +
9 3 — 1 7 0 . 0 1 7 0 . 0 — — 3 0 0 . 0 . ? 3 0 0 . 0 +

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 1 1 6 9 0 . 2 +

FY 84 
DOLLARS

8 5 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 2 7 7 4 . 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 6 4 8 . 9 1 5 5 6 . 4

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 7 8 4 . 7 1 5 1 0 . 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 1 4 1 0 . 6

89 7 9 0 . 0 3 5 . 6 8 2 5 . 6 6 4 6 . 4 — 64 6 . 4 2 1 4 . 0 ? 8 6 0 . 4 +

9 0 3 9 0 . 0 1 6 . 7 4 0 6 . 7 4 7 5 . 4 — 4 7 5 . 4 2 0 0 . 0 ? 6 7 5 . 4 +

91 9 9 . 6 9 9 . 6 — — — 1 8 7 . 0 ? 1 8 7 . 0 +

92 2 0 . 4 2 0 . 4 — — — 1 7 5 . 0 7 1 7 5 . 0 +

9 3 mm mm 9 2 . 5 9 2 . 5 — — — 1 6 3 . 0 7 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 9 3 1 3 . 4 +

NOTES: 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  " 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;.
2. S e e  n p t e  2 to T a b l e  II; a m o u n t  oJ; G O B ' o  b a s e d  o n  e s t i m a t e s  o f  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 0 3  e s t i m a t e s ;  t h o s e  r e v e n u e s  a r e  h i g h e r  t han the 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  jijonies that 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  rind i n f l a t i o n - p r o o f i n g ;  thus, the e s t i m a t e  o' 

G O B ' s  I s  s o m e w h a t  high;

For o t h e r  i t e m s  siee n o t e s  to T a b l e  I.



( 1 )  ( 2 )  ( 3 )  ( 4 )
FUNDS AVAILABLE FOR SB 68

CAPITAL PROJECTS STATE FUNDING
FISCAL

YEAR
GENERAL

FUND GO BONDS TOTAL
FOR

SUSITNi

ACTUAL
DOLLARS

85 5 9 3 . 0
.

5 9 3 . 0 4 0 3 . 7
86 6 1 1 . 0 3 0 0 . 0 9 1 1 . 0 4 7 2 . 7
87 4 4 7 . 0 9 0 n 0 5 3 7 . 0 4 7 9 . 7
8 8 5 0 3 . 0 1 2 5 . 0 6 2 8 . 0 4 9 9 . 5
89 2 8 0 . 0 — 2 8 0 . 0 9 3 8 . 3
9 0 — 5 0 . 0 5 0 . 0 7 3 8 . 4
91 — 1 4 0 . 0 1 4 0 . 0 —
52 — — — —

93 — — — —

T o t a l 2 .4 3 4 .0 7 0 5 . 0 3 1 3 9 . 0 3 5 3 2 . 3

FY 84 
DOLLARS 

85 5 5 4 . 0 5 5 4 . 0 3 6 4 . 5
8 6 5 3 4 . 0 2 6 2 . 0 /  9 6 . 0 3 9 8 . 9
87 3 6 5 . 0 7 3 .0 4 3 8 . 0 3 7 8 . 3
88 3 8 4 . 0 9 5 . 0 4 7 9 . 0 3 6 8 . 2
89 2 0 0 . 0 — 2 0 0 . 0 6 4 6 . 4
90 — 3 3 . 0 3 3 . 0 4 7 5 . 4
91 — 8 7 . 0 8 7 . 0 —
92 — — — —

93 — — — —

T o t a l 2 0 3 7 . 0 5 5 0 . 0 2 5 8 7 . 0 2 6 3 1 . 7

( N o t e  . t o  T a b l e  I o h  n e x t p a g e . )

UNDER CURRENT LAW 
($  M i l l i o n s )

  ... .
r . W "̂ .*3 i . - . ■

.

( 5 )
OTHER

APA
CAPITAL

PROJECTS

( 6)

TOTAL
HYDRO

PROJECTS

( 7 )

LOAN
PROGRAM

APPROPRIATIONS

( 8 )
GOVERNOR' S 

S I X  YEAR 
CAPITAL 

BUDGET

( 9 )

TOTAL . 
CAPITAL 

PROJECTS

2 4 4 . 5  
2 8 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

6 5 2 . 6 4 1 8 4 . 9

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 7 0 0 . 0

2 0 3 5 . 0
7 4 2 . 9
9 6 1 . 2

1 0 6 6 . 2
.7
7
7
7
7

4 8 0 5 . 3

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 +
3 0 0 . 0 +
3 0 0 . 0 +

1 1 0 9 0 ^ 2 +

2 2 8 . 5
2 4 6 . 6
1 0 2 . 7

5 9 3 . 0  
6 4 5 . 5
4 8 1 . 0  
3 6 8 . 2
6 4 6 . 4
4 7 5 . 4

2 8 0 . 0
2 6 2 . 0
2 4 5 . 0
2 2 9 . 0
2 1 4 . 0
200.0
1 8 7 . 0
1 7 5 . 0
1 6 3 . 0

1 9 0 1 .9
6 4 8 . 9  
7 8 4 . 7  
8 1 3 . 4

7
7
7
7
7

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 +

5 7 7 . 8 3 2 0 9 . 5 1 9 5 5 . 0 4 1 4 8 . 9 9 3 1 3 . 4 +

i nrrnrnrm iinrm iil^



NOTES TO TABLE I
Vy- Oftb;;1; . ’iS'st* '• .

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  l aw"; 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  o f  a m o u n t  a v a i l a b l e  pe r  S e n a t e  F i n a n c e  o f  $ 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  f o r  th 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  fo r  th e  P e r m a n e n t  F u n d  t hat 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  the $ 9 1 8 . 3  m i l l i o n ;  

•in cl u d e 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  Inco m e ;

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  t h e  3 0 t h  p e r c e n t i l e  t h a n  t h e  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 ;  t hus 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

4. F r o m  T a b l e  1 8 . 4 . 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 ;  .this is the  $ 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  c ase; 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 the 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 68; 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  4 %  to 17 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 n g 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 ce s ;

5. 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  a t  r o u g h l y  the G o v e r n o r ' s  F Y  84 b u d g e t  le v e l ,  $ 2 9 4 . 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 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 .  FY 8 3 , J a y  llammond, G o v e r n o r ;  F Y  85 a m o u n t  is s u m  of FY 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  th e 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  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 17. i n f l a t i o n  f a c t o r :  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  year.
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FEBRUARY 1 5 , 1 9 8 3

STATE OF ALASKA 
LE G ISLA TIV E FINANCE WORKING- DOCUMENT' 

BUDGET FORECASTING MODEL

• . v  •  • * . ?  • .  — CUKKLNX J U p i

-* * *  ACTUAL" DOLLARS' IN '  M IL L IO N S " * * * '

JAN 83 DEPT OF REVENUE ESTIMATES 
OPERATING BUDGET AT SPENDING L IM IT  
SPENDING L IM IT  'INCREASES 1 0 % 'PER'ANNUM" 
SURPLUS SPENT ON CAPITAL
INFLATION 7% PER ANNUM .......
PERMANENT FUND INFLATION-PROOFED
PERMANENT'FUND EARNS" 1'2%~PER"ANNUM
GO BONDS PER ACRES JAN 83 SUSITNA , JNANCING PLAN

PERMANENT SURPLUS PERM- GENERAL REVENUE REQ
FISCAL ' TOTAL OPERATING""CAPITAL* DEBT- " FUND" ' " ' '  ' TOTAE ------OR......... .. ANENT' "  FUND" '  •• F O R G F 'B A L "
YEAR REVENUE INTEREST REVENUE BUDGET BUDGET SERVICE DIVIDENDS BUDGET D E F IC IT ..FUND END OF YEAR OF$ 0 MIL

1 9 8 3 • 3 7 9 0 88
1 9 8 4 2 7 0 3 “ 3 3 3 3 0 3 6 1 9 8 7 8 3 7 ' 1 6 7 1 3 4 31'2'4 - 8 8 "' 4 3 6 1 " 0

. _ . _ 0 _..

1 9 8 5 2 7 7 5 3 5 2 312-7 2 1 8 5 593 1 6 4 1 8 5 3 1 2 7 - 0 4 9 7 9 0 0
1 9 8 6 3 0 2 9 3 8 1  " ' '  3 4 1 0 2 4 0 4

. . .  6 i r
16 3 2 3 1 ’ ' 3 4 1 0 ' ' 0 5 6 7 6 0 ......0" ■

1 9 8 7 3 1 1 2 4 1 0 3 5 2 2 2 6 4 4 • 4 4 7 1 6 6 2 0 5 3 5 2 2 0 6 4 3 3 0 0
1 9 8 8 3 4 5 6 ’ 4 4 8 "3904" 2 9 0 9  ' 5 0 3 " 1 7 9 '

... 3JL3 . . .
" 3 9 0 4 - 0 ' ' / 2 8 / O ' —  0  *“

1 9 8 9 3 5 4 0 4 9 0 4 0 3 0 3 2 0 0 2 8 0 1 9 0 3 6 0 4 0 3 0 0 0 8 2 5 0 00 0 0
1 9 9 0 3 3 0 0  ' 5 2 0 " 3  81 O' '  " 3 5 2 0 0 0 " " 1 9 0 “ 4 0 0  ....... " 4 1 1 0  ' -3U O ........9 2 4 0 00 3 0 0  "

1991 3 0 0 0 5 5 0 3 5 6 0 3 8 7 0 0 0 1 8 0 4 5 0 4 5 0 0 . - 9 4 0 1 0 2 7 0 9 4 0
1 9 9 2 2 8 9 0 .......... 6 1 0  " 3 5 0 0 ' '■ “4 2 6 0 " 0 0 " T 6 0 " 5 1 0 4 9 2 0  ' - 1 4 3  O' 1 1 3 5 0 “ ) " 1 4 3 0 *  "

1 9 9 3 2 7 0 0 6 7 0 3 3 6 0 4 6 8 0 0 0 1 6 0 570 5 4 1 0 - 2 0 5 0 1 2 4 8 0 0 2 0 5 0

1 9 9 4 2 6 1 0 ' 7 4 0 ’“....... 3 3 5 0 '5 1 5 0 ' 5 0 ' " 1 3 0 " " 0 3 0 ............ ' 5 9 2 0 * '" ' - 2 5 7 0 1 3 6 8 0 ■" ■ 0 0 ‘ 2 5 7 0

1 9 9 5 2 5 2 0 8 1 0 3 3 2 0 5 6 7 0 0 0 1 4 0 6 5 0 6 5 0 0 - 3 1 8 0 1 4 9 5 0 00 3 1 8 0

1 9 9 6 2 3 8 0 8 9 0  *........ 3 2 7 0 ...... 6 2 4 0 ' 0 0 " ’ 1'40 7 6 0 ~ 7 1 4 0 - 3 8 / 0 1 6 2 8 0 uu 3U /U

1 9 9 7 2 4 4 0 9 7 0 3 4 1 0 6 8 6 0 0 0 90 8 3 0 7 7 8 0 - 4 3 8 0 1 7 7 1 0 00 4 3 8 0

1 9 9 8 2 5 1 0 1 0 6 0 " “ "3 57 O ' '  7 5 4 0 “ 0 0 '8 0 ' " ’ 9 1 0 ... .. * ' ' 8 5 3 0 - 4 9 6 0  - 1 9 2 4 0 00 4 9 6 0

1 9 9 9 2 6 6 0 1 1 6 0 3 8 2 0 8 3 0 0 0 0 50 9 9 0 9 3 4 0 - 5 5 3  0 2 0 9 0 0 00 5 5 3 0

2 0 0 0 2 6 0 0 1 2 6 0  ' 4 0 6 0 " 9 1 3 0 ............. 00" 5 0 " 1 0 8 0 * '1 0 2 5 0 - 6 1 9 0 2 2 4 9 0 0 0  . 6 1 9 0

1 1 ^ 1 11
TCTAL 4 8 4 1 0 1 1 6 4 0  " " " 6 0 0 6 0 “" 8 0 5 5 0 "

1 i 
Lo

i 
n

j 
! 
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2 3 9 0 “ ......... 93 20 9 5 5 3 0 " ' - 3 5 4 7 0 3 5 3 8 0



FEBRUARY 15,1983
STATE OF ALASKA 

"' L E G ISL A T IV E 'F IN A N C E  WORKING'DOCUMENT 
BUDGET FORECASTING MODEL

* * *  FY " 1 9  8 4 ' DOLLARS ’IN  'M IL L IO N S * * *

JAN 83 DEPT OF' REVENUE ESTIMATES 
OPERATING BUDGET AT SPENDING L IM IT  
SPENDING L IM IT  INCREASES 1 0 2 " P E R ”ANNUM' 
SURPLUS SPENT CN CAPITAL 
INFLATION 7% PER ANNUM 
PERMANENT FUND INFLATION-PROOFED
PERMANEN 
GO BONDS

T FUND EARNS H Z "  
PER ACRES JAN 83

PER ANNUM ' '  
SUSITNA FINANCING PLAN

•

r

PERMANENT SURPLUS PERM­ GENERAL REVENUE REQ
FISCA L ..................... TOTAL...... OPERATING CAPITAL DEBT FUND “ TOTAL UK ANENT " FUND '" ' 'FO R  C F ' BAL'
YEAR REVENUE INTEREST REVENUE BUDGET BUDGET SERVICE DIVIDENDS BUDGET D E F IC IT  . FUND END OF YEAR OF$ 0 MIL

19 8 3 3 7 9 0 8 8
1 9 8 4 2 7 0 3 ....... 3 3 3  " 3 0 3 6 ' " 1 9 8 7 837 1 6 7 i : i 4 3 1 2 4 -1)8 4 3  61" 0 "0  '
1 9 8 5 2 5 9 4 3 2 9  2 9 2 3 2 0 4 2 5 5 4 1 5 4 1 7 2 2 9 2 3 - 0 4 6 5 3 0 o 1
1 9 8 6 2 6 4 5 • • 3 3 3  " ' 297  8 2 1 0 0 ...........5 3 4 ” ......... 1 4 3 ' 2 0 2  " ' ” .....2 9 7 8 '  ' ...................O ' ~ ’4 9 5 7 " 0 " 0

1 9 8 7 2 5 4 0 3 3 5  2 0 7 5 2 1 5 9 3 6 5 1 3 6 2 1 6 2 8 7 5 0 5 2 5 1 0 0
1 9 8 8 2 6 3 6 3 4 2 ----------2 9 7 8 " —  2 2 1 9  — " 3 0 4 1 3 / 2 J 9 2 9 7 8 —u " 5 5 5 9 " U 0
1 9 0 9 2 5 2 0 3 5 0  2 8 7 0 2 2 8 0 2 0 0 1 4 0 2 5 0 2 8 7 0 •00 5 8 8 0 0 0 00  1
1 9 9 0 2 2 0 0 • "  3 4 0  ' 2 5 4 0 * "  2 3 5 0 " " .............. 00 1 3 0 " U 0 " 2 7 4 0 - 2 0 0 61GU UU 2 0 0  s

19 9 1 1 8 7 0 3 4 0  2 2 2 0 2 4 1 0 0 0 1 1 0 28 0 2 8 0 0 - 5 9 0 6 3 9 0 00 590  j

1 9 9 2 1 6 8 0 ' "  3 5 0 --------- 2 0 3 0 ” --------2 4 8 0 ” ”  • 7 )0 •<J 0 - "300 2 8 7 0
.... _ 8J 0

6 6 1 0 0 0 8 3 0  j

1 9 9 3 1 4 7 0 3G 0 1 8 3 0 2 5 5 0 00 90 3 1 0 2 9 4 0 - 1 1 1 0 6 7 9 0 0 0 1 1 1 0  p

1 9 9 4 1 3 3 0 3 7 0  ---------1 7 0 0 -------2 6 2 0 ” ---------- 0 0 " 7 0 ........  " 3 2 0 3 0 1 0 - 1 3  30 6 9 6 0 0 0 1 3 0 0  fi

1 9 9 5 1 1 9 0 3 8 0  1 5 8 0 2 6 9 0 0 0 6 0 3 3 0 3 0 9 0 - 1 5 1 0 7 1 0 0 0 0 1 5 1 0  |

1 9 9 6 1 0 6 0
. . . .  3 g o ---------j7 f 5 0 -- .......... 2 7 7 0 ■ - ' 0 0  '

. . . 6()..
' "340 3 1 7 0 - 1 7  ZU 7 2 3 0 0 0 1 7 2 0  I

1 9 9 7 1 0 1 0 4 0 0  1 4 1 0 2 8 5 0 0 0 4 0 3 5 0 3 230 - 1 8 Z 0 7 3 5 0 0 0 1 8 2 0  1

1 9 9 8  • 9 7 0 • 4 1 0 " .......  1 3 8 0  “ " 2 9 3 0  " - “ 0 0 “ --------- 3 0
_  . . -  3 5 0 -_._ ..

' : ; , 3 i o " " - 1 9  20 7 4 6 0 0 0 1 9 2 0  a

1 9 9 9 9 6 0 4 2 0  1 3 0 0 3 0 1 0 00 20 3 6 0 • 3 9 0 - 2 0 0 0 7 5 7 0 00 2 0 0 0  1

2 0 0 0 9 5 0  ' 4 3 0  ......... 1 3 8 0 ' • ..... 3 0 9 0 ” " 0 0 “
------- -20- ...........  3 7 0  ' ' ' 3 4 7 0  ' - 2 1 0 0 7 6 9 0 00 2 1 0 0  |

TOTAL 3 0 3 3 0 6 2 4 0 --------3 6 5 7 0   4 2 5 2 0 2 8 7 0 ' ' 1 5 0 0  ...........4 7 9 0 ' 5 1 7 6 0 ' - T 5 1 9 0 1 5 1 0 0 "

Pi trrrriTT n I! t J!! I u! 11 f!»11? II ? m rTTTTTrn’T



LEG ISLA TIV E FINANCE WORKING DOCUMENT 
BUDGET FORECASTING MODEL""------------

.

* * *  ACTUAL DOLLARS IN  M ILLIONS * * *

JAN 83 DEPT OF REVENUE ESTIMATES
GOVERNOR'S OPERATING BUDGET ( IN C L U D E S 'L O N G E V IT Y T T iU N IC IP A lT A ID )  
OPERATING BUDGET INCREASES 10% PER ANNUM 
SURPLUS SPENT ON CAPITAL '
INFLATION 7% PER ANNUM 
NO PERMANENT FUND DIVIDENDS""
NO PERMANENT FUND INFLATION-PROOFING
PERMANENT FUND EARNS 12% PER ANNUM 
GO BONDS PER ACRES JAN 83 SUSITNA FINANCING PLAN

FISC A L
YEA R

........ .... " ' “  TOTAL.....
INTEREST REVENUE

■PERMANENT SURPLUS PERM­ GENERAL ./ENUE REQ

REVENUE
OPERATING'

BUDGET
CAPITAL DEBT FUND 

BUDGET SERVICE DIVIDENDS
TOTAL

BUDGET
UK

D E F IC IT
A N E N T  " 

• FUND
FUND"* B'OR'GF BAL '  

END OF YEAR OF$ 0 MIL |

1903
2703

3790 88
1984 ........629 3332 191*2 1341 l b /  U 3420 -88 ''408 5" U U |

1985 2775 688 3463 2103 119C< 164 0 3463 0 4388 0 0
1986 3029 741 ....3770 " 2 3 1 3  ' 1281 “ *176 .............  0 .... " '3770 U 4724' ... 0 * '*...* ' 0

1987 3112 784 3896 2545 1157 194 0 3896 0 5072 0 0 J
1988 3456 ’ 033 ...........4288' ..... “2799 ' ■' 1269 221 " ........ .. O' ........4288 " - u "  5462" ~  0 0 I
1989 3540 880 4420 3080 1110 230 00 4420 00 5890 00 00

1990 3300 "* " "  9 1 0 —  “4210"'" "3390"" ■■■''380 240 ' 0u~ ........"4210” " UU 6300 U J U ' j  j

1991 3000 910 3910 3730 . 00 230 00 3960 -50 6660 00 50 1

1992 2890 "  910 -----------3800" ...........4100 ■ -  ”00 "210 ""00* " ‘4310* -510" ""'7020 00 510 j

1993 2700 950 3650 4510 00 220 00 4730 -1080 7350 00 1080 \
1994 2610 1000 ... '3610"'---------4960'“-------------0 0“ -------200 ------------  00' --------5 1 5 0 -1540 7660 00 1540

1995 2520 1050 3560 5450 00 200 00 5660 -2100 7960 00 2100 J

1996 2380 " * '"'*1090' '3470“'  "'6000 00 ' 160 .... 00" " '  "61*60 -2690 8250 00 2690 j

1997 2440 1140 3580 6600 00 130 00 6730 -3150 8530 00 3150 I

1998 2510 ' 1190 .............3700 * 7260 " ------------00'*" — 1 1 0“............ 00 " ........"7370 -3680 8830 00 3680 |

1999 2660 1240 3900 7990 00 70 00 8060 -4160 9150 00 4160 i

2000 2800' ' 1290 " 4100 " "'8780 " '"  *00' ---------60'*".........”"00 “ ‘ ' “  8840 ' -4750 9500 00 4750 |

a
TOTAL 4 8 4 1 0  * " 1 6 2 4 0  ” “ '6 4 6 5 0  7 7 5 1 0  7 9 4 0 "  " ' 2 9 9 0  ' 0 0 "8 8 440*— “ 23790* "23 7 0 0

U ’M



FEBRUARY 1 6 , 1 9 8 3
. . .J .  —

REPEAL DIVIDENDS
.  —  . . .

& INFLATION-PROOFING
STATE OF ALASKA 

LEG ISLA TIV E FINANCE WORKING DOCUMENT" 
BUDGET FORECASTING MODEL

"*'**"'FY 1 9 8 4 “ DOLLARS IN M IL L IO N S * * * '

JAN 83 DEPT OF REVENUE ESTIMATES ---- --------------------------
GOVERNOR'-0 D ER A TIN G  BUDGET (INCLUDES LONGEVITY & MUNICIPAL A ID )
OPERATING BUDGET INCREASES T O /T P E R 'A N N U M ---------------------------------------------------
SURPLUS SPENT ON CAPITAL 
INFLATION 11 PER ANNUM 
NO PERMANENT FUND DIVIDENDS
NO PERMANENT FUND'"INFLATION-PROOFING------------------------------------------------------------
PERMANENT FUND EARNS 12% PER ANNUM
GO BONDS PER ACRES JAN 8 3 '  SUISITNA'FINANCING'PLAN

•••••••— — ---- — —- 'PERMANENT" "SURPLUS PERM­ "GENERAL' ' 'REVENUE' REQ "
FISCA L TOTAL OPEM TIN G CAPITAL DEBT FUND TOTAL OR ANENT FUND FOR GF BAL
YEAR REVENUE INTEREST' REVENUE BUDGET “ BUDGET"'S ER V IC E "" DIVIDENDS —  BUDGET- " D E F IC IT ” ■‘“ FUND— END 0 F 'Y E A R 'O F $ " " " 0  MIL "

1 9 8 3
-  .3 ./lJ0 8 8

1 9 0 4 2 7 0 3 6 2 9 3 3 3 2 1 9 1 2 1 3 4 1 167 0 3 4 2 0 - 8 8 4 0 8 5 0 0

1 9 8 5 2 5 9 4 ' 6 4 3  “ 3 2 3 7 --------- 1 9 6 5 " -------1 1 1 8 " “ "154" '  ..... 0
3 2 3 7 -

O' ' " 4 1 0 1 “ 0 " " " 0"

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

1 9 8 7 2 5 4 0  ’ ---------6 4 0 " " ------3 1 8 0 " 2 0 7 7  “ 9 4 4 ' 1 5 8
.... .  Q.

............ 3 1 8 0 ' " 0 “>140 U 0

1 9 8 8 2 6 3 6 6 3 5 3 2 7 2 2 1 3 5 9 6 8 1 6 8 0 3 2 7 2 - 0 4 1 6 7 0 0

1 9 8 9 2 5 2 0 6 3 0 " ' " “ " 3 1 5 0 .......” 2 2 0 0 " 7 9 0 “ ' 1 7 0 "00 ............3 1 5 0 00 "4200" 0 0 ""00

1 9 9 0 2 2 0 0 6 1 0 2 8 0 0 2 2 6 0 3 9 0 1 6 0 00 2 8 0 0 00 4 2 0 0 0 0 0 0

1991 1 8 7 0 "  5 6 0  ' 2 4 4 0 2 3 2 0 —  00" --------1 4 0  “ -■ " 0 0 ' ............2 4 6 0 ' " " - 3 0 41  50 OU 3 0

1 9 9 2 1 6 8 0 5 3 0 2 2 1 0 2 3 9 0 0 0 1 2 0 00 2 5 1 0 - 3 0 0 4 0 9 0 0 0 3 0 0

1 9 9 3 1 4 7 0 " 5 2 0 " " ------1980" 2 4 5 0 ............... 00" i " 2 0 " '  ' "00 2 5 7 0 ' " " '  - 5 9 0  ' 4 0 0 0 00 5 9 0

1 9 9 4 1 3 3 0 5 1 0 1 8 4 0 2 5 2 0 0 0 1 0 0 00 2 6 2 0 - 7 8 0 3 8 9 0 0 0 7 8 0

1 9 9 5 1 1 9 0  ' " .... .. 5 0 0  " ......1 6 9 0 ' .......2 5 9 0 ' 00"
.. .  A.00

-  '0 0 2 6 9 0 '  -l'OOO “3 7  80 0 0 1 0 0 0

1 9 9 6 1 0 6 0 4 9 0 1 5 4 0 2 6 6 0 00 70 00 2 7 4 0 - 1 1 9 0  . 3 6 6 0 0 0 1 1 9 0

1 5 9 7 1 0 1 0 • ' 4 7 0  “ -  1 4 8 0 ' - - 2 7 4 0 " ...............0 0 "50" " ' 0 0 " “ " 2 7 9 0 '  " - 1 3 1 0 “ 3 5 4 0 0 0 1 J  JLU |

1 9 9 8 9 7 0 4 6 0 1 4 3 0 2 8 2 0 0 0 4 o 00 2 8 6 0 - 1 4 3 0 3 4 2 0 0 0 1 4 3 0

1 9 9 9 9 6 0 4 5 0 1 4 1 0 " “ 2 8 9 0 ■■■ • 0 0 " -  - - " 3 0 ■ 00 ........." 2 9 2 0  ' ' - 1 5 1 0 3 3 2 0 0 0 1 Ji U
2 0 0 0 9 5 0 4 4 0 1 3 9 0 2 9 8 0 0 0 20 00 3 0 0 0 - 1 6 1 0 3 2 2 0 0 0 1 6 1 0

— —----- ------- - ------------- -------------- - ------------- ------------- ---------------- ----------------- -------------
TOTAL 3 0 3 3 0 9 3 6 0  3 9 6 9 0  40F/20 6 6 7 0 1 9 2 0 00 4 9 5 1 0 - 9 8 2 0 9 7 4 0



M E M O R A N D U M

T O :  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

F R O M :  M i l t  B a r k e r

F i s c a l  A n a l y s t

S U B J E C T :  S B  7 0

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  t o  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  e 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  i n  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 n 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  ^ 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  3 B  7 0  

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  C o r  t h e  S t a t e  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 .  I t  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 ,  i t  m i g h t  

b e  d i f f i c u l t  t o  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 .

3 1 - 0 1  L H

III



S e n a t o r  V i c  F i s c h e r - 2 - F e b r u a r y  2 3, 1 9 8 3

I f  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  w e r e  d i s c o n t i n u e d  a f t e r  

F Y  1 9 8 9 ,  t h e  a m o u n t  o f  f u n d i n g  t h a t  w o u l d  h a v e  a c c r u e d  f o r  

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 -  S e c t i o n  2

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 E  7 0 .

I t  i s  i m p o s s i b l e  t o  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 ,  a s  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  v 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 c  '.ty 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 .  1 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 i 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  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  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  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  ni...lion 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  t o  1 2  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 .



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  i s  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  i n  a 10 . 5 <f  p e r  k w h  s a v i n g s  t o  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 i  

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  i s  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 .  I f  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  t h e  

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 ^  t o  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 f  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  i t  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  t o  4 . 5 ^  p e r  k v 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 0 . 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  t o  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  7 0  

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  t o  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  7 0  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  t o  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  i f  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  7 0  p r o v i d e s  a 

g r e a t e r  b e n e f i t  t o  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 .

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  2 3 ,  1 9 8 3

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  t o  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  ar.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

aft*]

F e b r u a r y  2 3 ,  1 9 8 3

I f  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 , 0 0 0  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 e 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 e  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 % .

At: t h e  $ 5 ,  0 0 0  g r a n t  l e v e l  i n  t h e  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 ' . 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  7 0  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  h 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  a m o u n t s  d . 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 r 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 i 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  7 0  

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 t t 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



(5)

S t a t e  F u n d i n g  

f o r  S u s i t n a  

" O p t i o n  D"

(Mi ll i o n s  FY 84 $) •

F i s c a l

Y e a r

( 1 )  '
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  F u n d  

(50% o f  P e r m a n e n t  F und 

I n c o m e )  ($ M i l l i o n s )

( 2 )

T h o u s a n d s  of 

P e r  C a p i t a  

$ 5 0 0 0  G r a n t s

(3)

S t a t e  F u n d i n g  

for S u s i t n a  

" O p t i o n  D"

($ M i l l i o n s )

(A)

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  

Fun d

( Mi l l i o n s FY 84 $)

1 9 8 4 2 3 6 4 7 . 2 — 2 3 6 —

1 9 8 5 2 6 8 5 0 . 1 8 0 6 .  8 2 5 1 6 5 8 . 0

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

1 9 8 7 3 4 2 5 5 . 8 4 7 5  . 3 2 7 9 3 4 5 . 0

1 9 8 8 3 8 5 5 8 .  7 5 5 2 : 1 2 9 4 3 7 8 . 0

1 9 8 9 4 3 0 6 1 . 3 1 5 6 . 4 3 1 0 1 0 1 . 0

1 9 9 0 4 8 0 6 4 . 0 — 3 2 0 —

1 9 9 1 5 4 0 6 7 . 3 — 3 3 0 —

1 9 9 2 5 9 0 6 8 .  7 — 3 4 0 —

1 9  9 3 6 5 0 7 0 .  7 — 3 5 0 —

1 9 9 4 7 0 0 7 1 . 2 _ _ 3 6 0 —

1 9 9 5 7 6 0 7 2 . 2 — 3 6 0 —

1 9 9 6 8 3 0 7 3 . 7 - - 3 7 0 —

1 9 9 7 8 9 0 7 3 . 9 — 3 7 0 —

1 9 9 8 9 7 0 7 5 . 2 - - 3 7 0 —

1 9 9 9 1 0 4 0 7 5 . 3 — 3 8 0 —

2 0 0 0 1 1 2 0 7 5 . 9 — 3 8 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 + (5 x 1 . 0 7 N  ) w h e r e  N = F i s c a l  Y e a r  - 1 9 8 4 ;  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  F Y  8 5 .

PREPARED BY:

LE G I S L A T I V E  FINANCE

2-22-83



T A B L E  I I

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  

U N D E R  S B  7 0  

($ M i l l i o n s )

wm

(1 ) (2 ) (3) (4) (5) (6)
F u n d s A v a i l a b l e  £cr G o v e r n o r ' s

C a p i t a l  P r o j e c t s L o a n S i x  Y e a r T o t a l

G e n e r a l P r o g r a m C a p i t a l C a p i t a l

F u n d s G O  B o n d s T o t a l A p p r o p r i a t i o n s B u d g e t P r o j e c t s

F I S C A L  Y E A R

A c t u a l  D o l l a r s

1 9 8 5 5 A 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 +
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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 , 
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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  8 4 .
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a n  e x t r a  1 / 2  y e a r .

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 " ;
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F O R  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  

H O U S E  S T A T E  A F F A I R S  C O M M I T T E E  

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

I h a d  o p p o r t u n i t y  to l i s t e n  to p r e s e n t a t i o n s  at t h e  C o m m i t t e e  h e a r i n g s  

o n  M a r c h  1, a n d  w a n t e d  to o f f e r  s o m e  p e r s o n a l  o b s e r v a t i o n s  on the W P P S S  

e x p e r i e n c e s  a n d  n a t u r a l  ga s  p r i c i n g  issues.

1. W P P S S

Ms. T i t m u s s '  p r e s e n t a t i o n  w a s  e x c e l l e n t ,  a n d  the f o l l o w i n g  n o t e s  are 

i n t e n d e d  o n l y  as a d d i t i o n a l  I n f o rm a t i o n .

W P P S S  i n i t i a t e d  it s  n u c l e a r  p r o g r a m  at a tim e  in h i s t o r y  w h e n  the 

n u c l e a r  o u t l o o k  w a s  e x c e p t i o n a l l y  rosy. Cos t e x p e r i e n c e  in the i n d u s t r y  

u p  to t hat t i m e  w a s  e x c e p t i o n a l l y  g o o d  an d  m o s t  w e r e  f o r e c a s t i n g  i n c r e d i b l y  

l o w  cos t  p o w e r  f r o m  n u c l e a r  o v e r  th e long term. S om e  h a v e  said tha t  the 

l o w  cos t w a s  p a r t l y  d u e  to g o v e r n m e n t  and i n d u s t r y  s u b s i d i e s  of the 

f irst g e n e r a t i o n  of n u c l e a r  plants.

W P P S S  a t t e m p t e d  t o  i m p l e m e n t  its p r o g r a m  d u r i n g  a  t ime of: r a p i d  e v o l u t i o n

o f  th e  n u c l e a r  r e g u l a t o r y  fun c t i o n ;  r a p i d  e s c a l a t i o n  of costs for n u c l e a r  

f a c i l i t i e s ;  u n p r e c e d e n t e d  I n f l a t i o n ;  and u n p r e c e d e n t e d  c osts for b o r r o w i n g  

m o n e y .

T h e  s i t u a t i o n  w a s  c o m p l i c a t e d  b y  p o o r  p e r f o r m a n c e  i n  the P N W  e c o n o m y , 

w h i c h  is q u i t e  w e l l  d o c u m e n t e d  i n  v a r i o u s  sources. A  l a r g e  p a r t  of the 

r e d u c t i o n  in e s t i m a t e s  of p o w e r  r e q u i r e m e n t s  is d i r e c t l y  r e l a t e d  to 

r e c e s s i o n  o r  n e a r  d e p r e s s i o n - l e v e l  economy.

T h e s e  f a c t o r s  w o u l d  h a v e  infant l o n g  d e l a y s  of c o m p l e t i o n  for p r o j e c t s  

a n d  h i g h  i n c r e a s e s  in c o 3 t s  e v e n  if m a n a g e m e n t  w a s  the v e r y  best.

It c o u l d  w e l l  b e  t hat the l a r g e s t p r o b l e m  for W P P S S  w a s  its f a i l u r e  to 

s c a l e  b a c k  its p r o g r a m ,  e a r l y  on, w h e n  it e n c o u n t e r e d  the a bo v e  p ro blems.

M y  p o i n t  is, the i n i t i a l  a s s u m p t i o n s  of t h e  1 9 6 0 ' s  u n d e r  w h i c h  the 

h y d r o - t h e r m a l  p r o g r a m  w a s  i n i t i a t e d  w e r e  p r o b a b l y  p r e t t y  good. H o w e v e r ,  

h i n d s i g h t  s h o w s  W P P S S  w a s n ' t  a b l e  to m a k e  the n e c e s s a r y  a d j u s t m e n t s  o v e r  

the y e a r s  as the c o n d i t i o n s  changed.



M a n y  o t h e r  p o w e r  e n t i t i e s  w e n t  i n t o  t h e  1 9 7 0’s w i t h  s i m i l a r l y  a m b i t i o u s  

c o n s t r u c t i o n  p r o g r a m s .  M o s t  u n d e r w e n t  som e  r a t h e r  p a i n f u l  a d j u s t m e n t s  

to t h e  n e w  r e a l i t i e s ,  b u t  m o s t  w e r e  a b l e  to m a k e  th e n e c e s s a r y  a dj u stments.

In r e l a t i n g  the W P P S S  e x p e r i e n c e  to A l a sk a ,  it m a y  b e  u s e f u l  to a lso 

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

p e r i o d .  It w o u l d  a l s o  s e e m  i m p o r t a n t  to m a i n t a i n  s o m e  sort of d i s t i n c t i o n  

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

T h e  W P P S S  e x p e r i e n c e  o c c u r r e d  d u r i n g  a p e r i o d  o f  r a pi d  e v o l u t i o n  of 

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

n e c e s s a r y  t o  m i n i m i z e  r i s k  to failure. T h a t  s i t u a t i o n  c a rr i e s  w i t h  it a 

h i g h  r i s k  o f  cost i n c r e a s e s  a n d  delay. T h e r e  jus t  s h o u l d  no t  b e  c o m­

p a r a b l e  r i s k s  t o  the h y d r o e l e c t r i c  p r o j e c t s  w h i c h  i n v o l v e  v e r y  m a t u r e  

t e c h n o l o g i e s .

2. GA S  P R I C I N G

T h e s e  ar e  j u s t  a f e w  t h o u g h t s  b a s e d  o n  the h i s t o r y  of n a t u r a l  ga s  p r i c i n g  

a s s u m p t i o n s  in A l a s k a .

G e n e r a l l y ,  the p e r i o d  1 9 6 0 - 1 9 7 3  w a s  o n e  in w h i c h  m o s t  p e o p l e  a s su m e d  

t hat C o o k  I n l e t  g a s  w o u l d  b e  a v a i l a b l e  at v e r y  lo w cost to m e e t  c o n­

c e i v a b l e  i n s t a t e  n e e d s ,  i n c l u d i n g  e l e c t r i c  power. M a n y  s t u d i e s  a s s u m e d  

a f u t u r e  p r i c e  to the y e a r  200 0  o f  15 c ents p e r  m i l l i o n  Btu.

D i r e c t  r e s u l t s  of this g a s  a s s u m p t i o n  that I ca n  r e c a l l  include:

C o n v e r s i o n  o f  c o a l - f i r e d  p l a n t s  (utility an d  m i l i t a r y )  in the 

A n c h o r a g e  t'rea to ga s  a n d  c l o s u r e  of  th e  M a t a n u s k a  coal m i n i n g  op e r at i o n s .

C a n c e l l a t i o n  of t h e  C e n t r a l  A l a s k a  P o w e r  P o o l  (CAPP) p l a n s  to 

I n t e r c o n n e c t  A n c h o r a g e  a n d  F a i r b a n k s  w i t h  p o w e r  Lo come f r o m  c o a l - f i r e d  

p l a n t s  at S u t t o n  an d  H e a l y  ( G V E A  d i d  c o m p l e t e  the n o r t h e r n  part of this 

s y s t e m ) .

D e f e r r a l  o f  c o n s t r u c t i o n  s t a r t  o n  B r a d l e y  L a k e  in 1964 at a tim e 

w h e n  p o w e r  cost w a s  e s t J m a t e d  at 11 m i l l s  p e r  kWh.

L a c k  o f  i n t e r e s t  in p u r s u i n g  S u s i t na .  ( Su s i t n a  o r i g i n a l l y  p r o p o s e d  

for a u t h o r i z a t i o n  i n  1960.)

I c a n  r e c a l l  s p e c i f i c a l l y  t hat t h e 15 - c e n t  g a s  a s s u m p t i o n  w a s  u s e d  in 

the 1 9 6 9  F P C  A l a s k a  Powe'.r S u r v e y  and 1 971 C or p s  of E n g i n e e r s  final 

r e p o r t  o n  R a m p a r t .

T h e r e  wa s  r e a l l y  n o t  m u c h  s i g n i f i c a n t  w o r k  o n  a l t e r n a t i v e  p o w e r  plans 

( o t h e r  t h a n  n a t u r a l  gas) for Co o k  I n l e t  p o w e r  s y s t e m s b e t w e e n  1962 and 

1973.
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T h u s  t h e  k e y  t h e m e  of the  " h i s t o r y "  is that e v e r y o n e  w a s  w a y  o f f  b a s e  on 

t h e  g a s  p r i c e  i s s u e  up to a b o u t  10 y e a r s  ago, w i t h  the a p p a r e n t  re s u l t  

of f o r e c l o s i n g  a s e r i e s  o f  i m p o r t a n t  a l t e r n a t i v e s  that p r o b a b l y  w o u l d  

h a v e  b e e n  c o n s t r u c t e d  if t h e r e  h a d  b e e n  a b e t t e r  u n d e r s t a n d i n g  of f u t u r e  

ga s  pric e s.

O b v i o u s l y ,  it d o e s n ' t  d o  m u c h  g o o d  n o w  t o  s e c o n d - g u e s s  th e  d e c i s i o n s  of 

t h e  ’6 0 ' s. H o w e v e r ,  it is i m p o r t a n t  to u s e  th e  h i s t o r i c a l  p e r s p e c t i v e  

as a g u i d e  to t h e  d e c i s i o n s  n e x t  to come.

\

I n  t h a t  li g h t,  w h i l e  I g i v e  a g r e a t  d e a l  of c r e d i t  to p e o p l e  l i k e  

E r i c k s e n  a n d  G o r s u c h  f o r  a d v o c a t i n g  t h e i r  b e l i e f s  that f u t u r e  o i l  an d  

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

I s u g g e s t  t h e r e  is h i g h  l i k e l i h o o d  that t h e i r  m o s t  r e c e n t  g a s  p r i c i n g  

e s t i m a t e s  ar e  w a y  t o o  low..

T h e  p o t e n t i a l  f o r  e r r o r  b a s e d  o n  p r i c i n g  a s s u m p t i o n s  is i mm ense. O n e  

e x a m p l e  is P r u d h o e  Bay. U p  t h r u  t h e  f i n a l  d e b a t e s  o n  p e r m i t t i n g  c o n­

st r u c t i o n  of t h e  T r a n s  A l a s k a  p i p e l i n e ,  m a n y  e m i n e n t  e c o n o m i s t s  w e r e  

c o n v i n c e d  the w e l l h e a d  v a l u e  at P r u d h o e  w a s  e i t h e r  z e r o  o r  n e g a t i v e .

T h o s e  p e o p l e  w e r e  o f f  b y  at l e a s t  $ 2 0 0  b i l l io n .

T h e  b i g g e s t  p o t e n t i a l  f o r e r r o r  w o u l d  b e  to s h e l v e  al l  t h e  a l t e r n a t i v e s  

b a s e d  o n  the l a t e s t  t r e n d  in w o r l d  o i l  p r i c e s .  In t h a t  r e g a r d ,  it m u k e s  

a lot o f  s e n s e  to p r o c e e d  w i t h  t h o s e  a c t i o n s  o n  S u s i t n a  w h i c h  w o u l d  put 

t h e  S t a t e  in a p o s i t i o n  t o  b u i l d  t h e  p r o j e c t  if a n d  w h e n  the  d e c i s i o n  to 

b u i l d  is m a d e .

T h e  a b o v e  n o t e s  ar e  o f f e r e d  as p e r s o n a l  views.

I ' d  l i k e  to a d d  that the p e r i o d i c ,  c a r e f u l  r e v i e w  o f  m a j o r  p r o g r a m s ,  

s u c h  as y o u r  C o m m i t t e e s  ar e  n o w  d o i n g ,  m u s t  b e  on e  of the  v e r y  g o o d  w a y s  

o f  a s s u r i n g  b e s t  p o s s i b l e  r e s u l t s  an d  a v o i d i n g  u n p l e a s a n t  co n s e q u e n c e s .

I' d  l i k e  to c o m p l i m e n t  the C o m m i t t e e s  a n d  y o u r  s t a f f  fo r  the t h o r o u g h n e s s  

o f  t h e i r  r e v iews.

3. R E C A P

S i n c e r e l y ,

/
Ro b e r t  J. C ross 

A d m i n i s t r a t o r
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_!£_, Ctŷ ÂA'-̂  *sP._ SJ r,

^ e & j t i c j L U U l ; £  ■________________ X .___
.<22  — £ & & & .
_  - _ M . . _ _ £

I X

j ? / 4 .  jJ ^ j/   CX>̂ __/KjestsQs***d̂

tf- ,  lAt Â̂
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,

Mvisory Council Meanbers 
Senator Kerttula, Chairman 
Senator Bennett 
Senator Vic Fischer 
Senator Fahrenkarnp

Pouch V  
State Capital 

Juneau, Alaska 99811 
Phone: (907)465-3114

SENATE ADVISORY COI NCIL

MEMORANDUM

TO:

FROM:

DATE:

RE:

Nancy Lord
Senator Vic Fischer's Office

David Roger 
Senior Advis

March 4, 1983

Susitna Hearings on "Readiness"

On the basis of last weeks "readiness" hearing with the Power Authori­
ty, Fish & Game and DNR, I have identified at least three issues which may 
deserve further consideration by the Legislature:

1. There may be need to beef up the interagency coordination mecha­
nism;

2. Although it appears chat land ownership issues are under control, 
it makes sense for the Legislature to monitor progress; at least 
on an inforr.:al basis.

As you know, land disputes can significantly delay a project of 

this magnitude if not resolved early in the process.

3. Subsistence issues (touched on briefly by Fish & Game) require 
very special attention; especially given the political sensi­
tivities involved. It wouldn't hurt to further probe the 
Administration's plan for dealing with subsistence use impacts in 
the Susitna Project area.

Just a few thoughts for your consideration.



(907) 465-4954

A LA SKA
SENATE STATE AFFAIRS COMMITTEE
SENATOR V IC FISCHER, CHAIRMAN

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 d veloping projects, determining feasibility and capital costs, 
financing plans, construction schedules, marketing, and operational 

costs; svmmary 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 participants, incl"ding 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. 

Those who wish to testify are asked to sign up in advance at the 
Anchorage Legislative Information Office. Public testimony will follow 

introductions by Mr. Yould and bill sponsors.

* * *

M a rch 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 S 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 taxrdeductible? 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 linance Room, Capitol, uuneau. 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 

m.ght 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 mjst 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 (Seriate Advisory Council) and Yould: review of 

identified "obstacles" and how they are being addressed
-- Yould: schedule for proceeding, incorporating new data



What, if anything, needs to be done about quantifying impacts 

to users of fish and wildlife resources in the project area?

What are the approximate numbers of fish and wildlife that may 

be affected by the project?

What does the Department think of the mitigation planning that
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O A R CH ITECTS, EN GIN EERS S. P L A N N E R S

F e b r u a r y  26, 1983

T e s t i m o n y  of Earl Finkler, D i r e c t o r  of Planning, CSM

W h a t e v e r  the ult i ma te  d i s p o s i t i o n  of the Susitna p r o j e c t  and 
the exte n t of State financing, it is v e r y  i m po rt an t to frame 
a c ti on s and subsidies in a S t a t e - w i d e  context. Our firm has 
w o r k e d  on e n er gy  p r o je ct s  and e n e r g y  c o ns er va t io n in m a n y  areas 
of Alaska, b u t  we w o u l d  like to e m p h a s i z e  the need for c o m p r e h e n s i v e  
St at e a ct io n to help solve the c r i t i c a l  rural energy problem.

A  study by the In st itute of S ocial and Economic R e s e ar c h pr oj ec ts  
that by 1988 the p r o p o r t i o n  of c a s h  income spent on fuel oil 
and e l e c t r i c i t y  w i l l  rise from 29 p e r c e n t  (in 1978) to 43_ p e r c e n t  
for rural N a t i v e  households.

W i t h  e n er gy  e x p en di tu re s c o n s u m i n g  a lmost half of the c as h income, 
it w i l l  be v e r y  difficult, if n o t  impossible, for rural N a ti ve  
c om mu n i t i e s  and the rural areas in general to survive.
R e s i d en t s of the bu sn  are a l r e a d y  p a y i n g  mor e for b o t h  e l e c t r i c i t y
and heating, but u s in g less of eac h resource.

Now, w h i l e  the S tate still has a fairly heal th y  capital budget, 
there is time to do something v e r y  m e a n i n g f u l  r eg arding the rural 
e n er gy  problem. The r e c en t d r a f t  of the State E nergy Pla n n otes the 
g r e a t  p o t e n t i a l  and h ig h p a y b a c k s  of conservation.

O u r  e x p e r i e n c e  in rural c o m m u n i t i e s  such as A n a k tu v uk  Pas.u shows 
the g re at  po te n ti al  of c o n s e r v a t i o n  —  even w i t h  the u n d e r f u n d e d  
home energ y au di t and r e t r o f i t  program. By c om bining the state 
p r o g r a m  w i t h  N o r t h  S lope B o r o u g h  contributions, w e  wer e  able 
to achi ev e 100 p e r ce nt  i m p l e m e n t a t i o n  of energy audits, com pa re d  
to 30 or 40 p e r c e n t  state-wide. We estimate 10 year energy 
co st  savings of a lmost $240,000 for some 70 homes. In addition, 
ab ou t o n e - f i f t h  of the total p r o j e c t  budge t we nt  for local hire 
wages, local pe ople trained and pa id  for e n ergy retrofit work.

B e t w e e n  conservation, im proved fuel storage and d e l i ve r y and
c a r e f u l l y  p l an ne d alt er na te  energy systems, it would not be
d i f f i c u l t  to e s timate that a m a j o r  state p r o gr a m a p p ro ac hi ng
the scope of a Sus it n a could m a k e  a real d if fe re nc e in rural Alaska.
In a d d i t i o n  to r e d u ci ng  e n er gy  costs, the prog ra m could also
hire great n u mb er s of local people, develop local industries
and re duce or e li mi na te  the n e e d  for endless fuel and e l e c t r i c i t y
subsidies.

CO N STR U CTIO N  SYS5TEM S M A N A G EM EN T INC.
9 0 2  W E S T  INTERNATIONAL AIRPORT ROAD ANCHORAGE. ALASKA 095 02 (307) 2 7 6 -3 0 3 3



26 February, 1983

H o n o r a b l e  c h a i r m a n  a n d  m e m b e r s  o f  t h i s  c o m m i t t e e ;

It is m y  o p i n i o n  t h a t  y o u  h a v e  t h e  g o o d  f o r t u n e  o f  b e i n g  in a  p o s i t i o n  

t o  a v o i d  a  m u l t i - b i l l i o n  d o l l a r  m i s t a k e .  Ply r e j e c t i n g  the S u s i t n a  H y d r o  

P r o j e c t  a s  p r e s e n t l y  d e s i g n e d  y o u  w i l l  be w i s e l y  r e c o g n i z i n g  t h e  p r e s e n t  

f a c t s .

1. T h e  s u p p o s e d  n e e d  f o r  S u s i t n a  is b a s e d  u p o n  t h e  d e v e l o p m e n t  o f  

t h e  A l a s k a  H i g h w a y  G a s  P i p e l i n e .  B e c a u s e  o f  p r e s e n t  e c o n o m i c  

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

2. T h e  s u p p o s e d  n e e d  f o r  S u s i t n a  i s  a l s o  b a s e d  u p o n  a  m a j o r  o.il 

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

n o t  b e  b u i l t .

3. T h e  s u p p o s e d  n e e d  f o r  S u s i t n a  i s  a l s o  b a s e d  u p o n  th e  a s s u m p­

t i o n  t h a t  S t a t e  C a p i t a l  s p e n d i n g  w i l l  c o n t i n u e  t o  i n c r e a s e .

T h i 3  is n o t  l i k e l y  to o c c u r  s i n c e  s t a t e  o i l  r e v e n u e s  a r e  f a l l­

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

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

P o w e r  A u t h o r i t y  c o n c l u d e s  t h a t  in l i g h t  o f  w o r l d  e c o n o m i c  

c h a n g e s ,  S u s i t n a  s h o u l d  b e  r e j e c t e d .  N a t u r a l  g a s  f i r e d  g e n­

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

t h e  n e x t  c e n t u r y .

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

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

a v o i d  t h e  m i s t a k e  o f  S u s i t n a .  T h a n k  y o u  f o r  t h i s  o p p o r t u n i t y  t o  

e x p r e s s  m y  v i e w s .

S i n c e r e l y

S t e p h e n  R. P i p e r  

0 C r a i g  d r i v e  

a c h o r a g e ,  A k  99 5^4



SUSITNA POWER PROJECT 

Testimony before Senate State Affairs Committee - 2-26-83. By Harold E. Pomeroy,

PREFACE: This is to illustrate the relationship of the state's basic economic condi­

tion to the Susitna Project. Based upon the experience of competent oil 

operations in Cook inlet and information from elsewhere I believe our OCS 

potentials can be developed safely and have taken a public position in 

support of going ahead without delay, subject to appropriate attention to 

special considerations. If development proceeds as projected and the number 

of workers should rise to 8,000, the number of persons in the population 

accounted for by OCS will be about 40,000. The tutal benefits in economic 

activities stimulated thereby will be significant.

A dark cloud on the horizon is that the state budget deficit - the amount 

funded by oil income above normal tax income - will rise by about $200

million a year ( in 1983 dollars ) - just as Prudhoe Bay revenues will be

going into significant yearly decline. The yearly deficit increases from 

OCS might total nearly $1 billion by then.

Normal state income covers less than 15% of expenditures, with the deficit of about

85% almost all paid by oil - of course. The Permanent Fund earnings provide a bright,

if small, ray of sunshine. It is pleasant to note that the Fund earnings are already 

larger than would be received from the personal income tax, if re-enacted.

The Legislature took the responsible step of depositing more in the Permanent Fund 

than mandated, but there is doubt that this sets an enduring precedent - especially 

with oil income fallinq.

The temptation to believe that if we just contrive to promote enough economic develop­

ment,, the spending deficit will shrink, is strong and also untrue. With too few 

exceptions to have significant effect, the average of normal taxes paid by new enter­

prises of all kinds will change the state normal tax income level of 15% of expenditures 

insignificantly. To make a substantial difference would require very stiff additional 

taxes.

There is belief that it is both a good cause and cost effective to promote new projects 

to create jobs for unemployed Alaskans - others stay out. It is unconstitutional to
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discriminate in employment on the basis of residence. In any event, employers almost 

universally employ the person, not length of residence.

There is a large, rotating pool of newcomers looking for a better life and better 

opportunities here. The number is chronically large; it varies little, whether eco­

nomic activity is booming or flat. The effect is that economic expansion is accompa­

nied by population increase and it is not suggested that this is bad. There is, however, 

the bothersome problem that for every one thousand new residents the expenditure 

deficit increases by $4 million a year, or more.

We are making negligible headway in narrowing the gap between normal income and outgo. 

There are many things that could ht 'one, such as telling local governments to pay for 

school construction and bond costs for their schools, as they did before we had oil 

money. Some actions, quite as unwelcome as this, will almost inevitably becrme nece­

ssary in any event.

There is no basis to believe that, even with our best efforts, we can avoid a very 

rough time to bring income and outgo into balance when there is no longer a large 

enough flow of oil money to fund the present level of deficit.

One of the most simple and least painful ways to narrow the deficit gap is, of course, 

to put every additional dollar we feasibly can into the Permanent Fund to help make 

up for future reduction in oil income. And the earnings should be left to compound 

for as long as possible also.

The state has no surplus wealth available to spend to give ourselves electricity at 

less than it costs. The state should not subsidize the proposed Susitna Project with 

a gift of billions of dollars towards the capital investment, or by any other means.

The state financial condition and outlook point unqualifiedly to this conclusion.

The funny paper put out by the proponents to sell Susitna isn't funny. The treatment 

of the subject is superficial, incomplete and misleading. It is suitable to the pur­

pose of giving the people little enouah, and misleading enough information to elicit 

a poll response the proponents would like to hear.

SUSITNA PROJECT - 2-26-83

Harold E. Pomeroy
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It is nice to think that the funny paper was carelessness from over-exuberance. Energy 

is a major, serious subject. There are other sources of energy than hydro and gas: 

for example, enough accessible good coal to produce energy on a non-polluting basis 

for hundreds of years. Coal could be tapped incrementally as needed. What about costs 

and what would be the effect if the total cost of subsidizing Susitna were taken into 

account in making a comparison ? And, would every rate payer outside the reach of 

Susitna, be given a monthly cash rebate on his energy bill to equalize with the sub­

sidized, cheaper-than-cost rates of the Susitna users ?

Anchorage,
February 26, 1983

SUSITNA PROJECT - 2-26-83

Harold E. Pomeroy*
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M  ATAN'USKA ELECTRIC ASSOCIATION, I n c .

P.O. BOX ?14£<
T E L E P H O N E

PALMER, ALASKA 9 9 6 45 1907)745-3231

RESOLUTION NO. AM-1

SUBJECT: SUSITNA HYDROELECTRIC PROJECT ENDORSEMENT
REFERENCE: ANNUAL MEMBERSHIP MEETING, 4/21/82

WHEREAS, energy costs directly affect the econom c stability of 
individual households, businesses and the community as a wfole; and

WHEREAS, energy costs are dependent on energy availability; and

WHEREAS, hydro power is by far the most viable energy source, 
and is economically and environmentally desirable; and

WHEREAS, the Susitna Hydroelectric Project has been sufficiently 
planned, studied and reviewed;

NOW THEREFORE BE IT RESOLVED that the Members of Matanuska 
Electric Association, Inc., assembled at this 1982 Annual Membership Meeting, 
go ,'n record as being in support of the Susitna Hydroelectric Project; and

BE IT FURTHER RESOLVED that the General Manager and Board of 
Directors are hereby instructed to forward this resolution to the Governor of 
Alaska, the Alaska State Legislature, and the Alaska Power Authority 
immediately.

CERTIFICATION

I, Phil O'Neill, do hereby certify that I am Secretary-Treasurer of 
Matanuska Electric Association, Inc., an electric nonprofit cooperative 
membership corporation organized and existing under the laws of the State of 
Alaska; that the foregoing is a complete and correct copy of the resolution 
adopted at the Annual Meeting of the Members of this corporation duly and 
properly called and held on the 21st day of April, 1982; that a quorum was 
present at the meeting; that the resolution is set forth in the minutes of the 
meeting and has not been rescinded or modified.

IN WITNESS WHEREOF, I have hereunto subscribed my name and 
affixed the seal of this corporation this 21st day of April, 1982.

PHIL O'NEILL, SECRETARY-TREASURER 
MATANUSKA ELECTRIC ASSOCIATION, INC.

(SEAL)

A LA S K A 'S  F IR S T  REC—IN C O R P O R A T E D  1941- E N E R G I Z E D  1942
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P . O .  BGX 4 2 9  *  HOME R,  A L A S K A  9 9 6 0 3  a ( 9 0 7 )  2 3 5 - 8 5 5 1

F e b r u a r y  28, 1983

S e n a t o r  Vic F i s c h e r  

A l a s k a  S tate Senate 

State C a p i t o l  

P o u c h  V

Juneau, A l a s k a  99811 

De a r  Vi-s:

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  to s p e a k  b e f o r e  t h e  S e n a t e  S tate A f f a i r s  

C o m m i t t e e  on F e b r u a r y  26.

Y o u  s p e c i f i c a l l y  a s k e d  f o r  a c o p y  o f  m y  l e t t e r  to t h e  A l a s k a  P o w e r  

A u t h o r i t y  o u t l i n i n g  our p o s i t i o n  on S u s i t n a .  A t t a c h e d  is a c o p y  of t h a t  

letter d a t e d  Janu a ry  24, 1983.

I w o u l d  l i k e  to r e i t e r a t e  that the two p r i m a r y  c r i t e r i a  for H o m e r  E l ec t r i c  

c o m m i t m e n t  to S u s i t n a  are:

1. W e  c a n  h a v e  r e a s o n a b l e  a s s u r a n c e s  that the coat of p o w e r  f r o m

S u s i t na  is c o m p a r a b l e  ';o costs of p o w e r  f r o m  o t h e r  g e n e r a t i n g

s o u r c e s  i n i t i a l l y ,  ard lower than o t h er  p o w e r  sour c e s  ove r  the

life of the p r o ject, and

2. B r a d l e y  L a k e  is n o t  s a c r i f i c e d  for S u s it n a  —  W e  n e e d  B r a d l ey  

L a k e  b e f o r e  Susitna.

If t h e  L e g i s l a t u r e  (or A d m i n i s t r a t i o n )  a d o p t e d  a F i n a n c i n g  Plan, the A l a s k a  

P o w e r  A u t h o r i t y  could c a l c u l a t e  t h e  c o s t  of p o w e r  f r o m  B r a d l e y  L a k e  a n d  

f r o m  S u s i t n a .  W i t h  that in f o r m a t i o n  it appears logical that H o m e r  E l e c t r i c  

could c o n s i d e r  signing a c o n t r a c t  for power, a s s u m i n g  t h a t  F i n a n c i n g  P l a n  

w a s  m e t .  P e r h a p s ,  if t h e  u t i l i t y  s i g n e d  c o n t r a c t s  for p o w e r  c o n t i n g e n t  

up o n  a p a r t i c u l a r  f i n a n c i n g  plan, it m i g h t  help a s s u r e  the S t a t e  w o u l d  n o t  

c h a n g e  t h a t  P l a n  in f u t u r e  years. In all h o n esty, however, J. a m  n o t  sure 

ho w  legal a c o n tr a c t  like that m i g h t  be.

A g a i n ,  t h a n k  y o u  f o r  l e t t i n g  m e  s p e a k  b e f o r e  y o u r  c o m m i t t e e .  I l o o k

f o r w a r d  to w o r k i n g  w i t h  you.

S i n c e r e l y  yours,

H O M E R  E L E C T R I C  A S S O C I A T I O N ,  INC.

tS .
B. K e n t  W i c k  

G e n e r a l  M a n a g e r

B K W :em 

Encl.
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JHLoxtfilvZX' Electric A s s o c i a t i o n ,  Inc.
P . O .  BOX 4 2 9  » HOMER,  A L A 5 K A  9 9 6 0 3  *  ( 9 0 7 )  2 3 5 - 8 5 5 1

J a n u a r y  24, 1983

Mr. Eric Y c u l d  

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

3 3 4  West 5th A v e n u e  

A n c h o r a g e ,  A l a s k a  99501

Dea r Eric:

D a v e  H u t c h e n s  of A R E C A  r e q u e s t e d  the f o l l o w i n g  i n f o r m a t i o n  be f o r w a r d e d  to 

you i m m e d i a t e l y .

W e  ar<= in t h e  p r o c e s s  of p r e p a r i n g  a n e w  P o w e r  R e q u i r e m e n t s  S t ud y  w h i c h  

w il l  g i v e  us a g o o d  p i c t u r e  of f u t u r e  load p r o j e c t i o n s .  In th e  a b s e n t  e o f’ 

t h i s  u p d a t e d  Study, I am somewThat r e l u c t a n t  to g i v e  load p r o j e c t i o n s  beyond 

what is p r e s e n t l y  con t a i n ed  in the v a r i o u s  P o w e r  A u t h o r i t y  s t u d i e s  f o r  t h e  

I ntertie, B r a d l e y L a k e  and Susitna.

L oads w h i c h  w e  have e x p e r i e n c e d  plus 198:1 expe- cations are:

Year K W H  Sales K W  :-e,

1980 2 6 7 , 0 0 0 , 0 0 0 58,453

1981 2 92 , 0 0 0 , 0 0 0 6 1 , 1 6 2

1982 3 2 3 , 0 0 0 , 0 0 0 62,831

1983 3 4 0 , 0 0 0 , 0 0 0 6 6 , 0 0 0

H o m e r  Electric supports the S u s i t n a  ? o w e r  P r o j e c t  aG long as:

a ;

B;

C>

D'l

T h e  B r a d l e y  L a k e  P r o j e c t  is b u i l t  in a c c o r d a n c e  w i t h  the 

p r e s e n t  A l a s k a  P o w e r  A u t h o r i t y  s c h e d u l e  ( F i r s t  Unit: o n  l i n e  - 

1987);

T h e  S u s i t n a  P r o j e c t  is f e a s i b l e  and ti.e cost of p o w e r  f rom it 

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

o ther g e n e r a t i o n  sources during the life of the project;

P r u d e n t  e n g i n e e r i n g  and r e l i a b i l i t y  stan d a r d s  ar e  met;

R e a s o n a b l e  e n v i r o n m e n t a l  c o n c e r n s  are resolved.

If the c o n d i t i o ns  set f orth in the p r e c e d i n g  p a r a g r a p h  are m e t ,  t h e n  H o m e r  

El e c t r i c  w ould c o n s i d e r  p u r c h a s i n g  power fro m  the Susitna P r oject.

S i n c e r e l y  yours,

ROMER„ELECTRIC ASSOCIATION, IN C .

B K W :cm 

cc: A R E C A

G e n e r a l  M a n a g e r

/
/

/
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MSG "83-00011051 PRTY 1 02/75/83 10:43'59 CRfC - LAOS IN^ :)001 OUT- 0049
FROM - MARCIE, ANC INFO T O : JUNEAU INFO
TARGET LJHl. SUE J : MESSAGE FOR SENATOR FISCHER’S STAFF

•x«*#*YrA~ T E N T10 Nx-x-*x-->• x*x P L_ E A S E CALL FOR IMMEDIATE PICK UP'******«**«»&«**«-x 
TO NANCY LORD OP DAVID DYE, SENATOR FISCHER'S STAFF 465-495-1

FROM: MARC IE, ANCHORAGE INFCJ

PER INSTRUCTIONS FROM NANCY LORD, I HAVE TAKEN THE ‘FOLLOWING INFORMATION 
WITH NAMES OF PARTICIPANTS WISHING TO SIGN UP TO TESTIFY AT THE SATURDAY 
FEBRUARY 26 SENATE STATE AFFAIRS HEARING IN ANCHORAGE- 

11 DATE CALLED IN
2) NAME
3) AFFILIATION
4) MAILING ADDRESS
5) HOME AND WOrtK PHONE NUMBERS OR ANCHORAGE CONTACT NUMBER
6) APPROXIMATE LENGIIT OF TESTIMONY 

. 7) .PREFERRED I IMF TO TESTIFY
0) NOTES

THE LIST FOLLOWS:
JEFF EUSTIS {'SELF >, 033 CAMBELL ST., ANC 99501 
•337-1616 M, -276--4244 W, 5-7' MINUTES, ? AM

2 / 2 2

O JOo THOMAS STAMP (GEN MANAGER, ANC LIGHT 6 POWER),
1200 EAST 1ST AVENUE, ANC 99501 , 337-7148 II, 279-76? '4 W, 
5 MINUTES, 11 AM I

2/23 BOB ME I..LIN- (SELF), BOX 4*4, WAS ILL A -99687, 392-7283 I.!,
10 MINUTES, EARLY IN DAY AS HAS TO. ARRANGE RETURN TRANSPORTATION 
BACK TO- WAS ILL A (OPPOSES SB 68,69, t, 71)

v/ 2/23 

2/23

LEE WOREHAM (CO-CHAIR, SUSITNA POWER NOW), 949 EAST 36TII AVE, 
ANC 99501 , 688 25.40 H, 264 7001 W, 5- 10 MINUTES, 10 AM

IZ GILBERT (CHIJG ACI I -ELECTRIC PRD. I, SUSITNA NOW), 8341 PIONEER
" 264 739 4 W, 5 MINUTES,/ 10 AMDRIVE, ANC 99504, 337 7432 .•«,

'■'2/23 NANCY- LEE .(SBK.F), 2 420 r'ULIK DRIVE, ANC 99503, 243 1324 M, .
277 2134 W, 5 MINUTES; 1 30. PM OR RIGIIT: AFTER LUNCH

2/23 JEFF BOWMAN (SELF), BOX. 41 , MCKINLEY PARK 99755, 603-2516 H,
683-2294 W, 2-3 MINUTES, 'PREFERS AM SESSION (THIS CALI CAME IN
L o n g  d i s t a n c e , f r o m  • m c k i n l e y d

7/23 WAYNE BECKWITH (ANC CHAMBER OF COM), 6601 ROUNDTREE, BRA 42,'
A NC •99507, 349-6007 W 6 H, 6 MINUTES, 10:30 AM

I ■ ii 1 , /L . iV : ■ ■ ; ' S ; ; ^ ' ' Y .  : - . - -■

2/24 KENT WICK (GEN MNG, HOMER ELECTRIC ASSOC), BOX 429, HOMIER 99603,
235- 8249 !l, 235-8511 W, 3 MINUTES, 9 30 AM

2 / 2 4 DUD!) GOODYEAR (MATANUSKA ELECTRIC' ASSOC), BOX 1148,. PALMER 99645"',
736-431 1 H, 745-3231 W, 10 MINUTES, 10:30 1 0 0  AM (THIS NAME
SENT ON OMNI FROM MAT-3U ! 10 - HE WOULD LIKE TO KNOW WHAT SPECIFIC 
TIME LIE CAN TESTIFY NOTIFY MAT- SU LIO AT OMNI • ADDRESS LAXXM AND 
THEY WILL CALL HIM,

2/24 MICHAEL P. KELLY (CEN ? iNR.. , GOLDEN VALLEY ELECTRIC) , BOX 1249,
FAIRBANKS 99707, 454-7033 II. 452-<15f W> ANC CONTACT >!i 274 "735, 
LENGTH- OF TESTIMONY UNKNOWN, BEFORE 1 PM (THIS NAME CAME FROM 
FAIRBANKS LIO - NO IE FROM OMNI FOLLOWS ’"MR, KELLY WAS INVITED 
•TO TESTIFY BY SEN. FISCHER. HE WOULD VERY MUCH LIKE TO TESTIFY 
AS EARLY AS POSSIBLE AS HE HAS A RETURN PLANE RESERVATION AT 
2 M 0  PM AND NEEDS TO LEAVE THE' HEARING BY 1-15. PLEASE PASS THIS 
REQUEST ON TO THE SENATOR. THANK YOU."

2/25 NO- CALLS SO FAR THIS AM. WILL. SEND OMNI AS SOON. AS EACH CALL COMES 
IN UNLESS YOU-ADVISE OTHERWISE,

ROM
mu
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• ', Ŝ z)Z.

% 0^ s*sirt-*Ts31S/' y ^  ,'&&d-r>~£S~
#  y*  ̂ y<&& ^

y y ^  : : y
Z^/e /euj/ /^ -bK e*/"
'ZEh &M -»- A J x Au to J  G o* ?, C o .

P.O. gbc «2>Si?S 
STHcA.. <-frso2.



There are two changes in today's schedule

1. Gov. Sheffield will lead off.

2. The D

FEB. 24 SCHEDULE

Law ism&Tprepared to testify on interim financing.
' ■ <  -------------------

avis is out of town.) Instead, Tom Singer and Gregg Erickson will present

short paper on the subject.  ________  _

It would be a good idea to try to keep to the following schedule so that 

we get through the entire agenda today.

1:30/  Gov. Sheffield — ^  .:3U / t. 

< ■

1V
r t

3:1

(Com. Lyon may have something to add. He should be asked if he does.)

1:45 Eric Yould - 

2:30 Ernie Mueller 

3:00 William Wakefield

3:30 '^Tom Singer/Gregg Erickson , „
---------------—  ----------------- ---------------------- -—  K—   4 A Li )j ar tmy

4:00 Tyee—  all participants plus C.’eorge'Matz (OMB), Richard/ffnderkofler I {
— r — ■ ’ — """ — .

(Petersburg), and so neone from Wrangell (?).

Y o u  m a y  w i s h  to take a s t a n d - u p - a n d - s t r e t c h  b r e a k  betw ee n

M u e ll er  a nd Wakefield.

For the last part, on Tyee, ea ch  p ar ti c ip an t should be a sked 

to comment on the s it uation there-- why it h a p p en ed  and w h a t  it 

means. A f t e r  their statements, questions c ould be a d d r e s s e d  to

them as a panel.



ERICKSON & ASSOCIATES
Consultants in Economics and Public Policy 

526 Main Street, Juneau, Alaska 9980-1 

Telephone 907/586-3-1 -18
MEMORANDUM

February 24, 1983

To: Senate State Affairs Committee 
From: Thomas Singer and Gregg Erickson 
Subject: Interim Financing of Power Projects

The Tyee Loan

The Tyee Lake Hydro Project illustrates the risks to the 
state inherent in the Alaska Power Authority's (APA's) present 
financial independence. While the state has appropriated $82 
million for Tyee project, the APA has borrowed $50 million more 
—  on its own. This loan comes due in 19 months. At present there 
is no ciear indication of where the money will be found.

In its agreement with lenders, the APA agreed to refinance, 
by October 1, 1984, any portion of the loan then unpaid. The 
APA's stated intention is to sell revenue bonds secured through 
power sales contracts with the electric utilities in Petersburg 
and Wrangell.

So far, Petersburg and Wrangell have been reluctant to sign 
such power sales contracts. The price at which power from the 
project has been offered to them is much higher than the price 
they now pay —  or expect in the future to pay —  for power from 
fossil fuels, and their own small hydo facilities. Negotiations 
between the APA and local utilities continue. Without ironclad 
contracts committing the utilities to buy enough power at a price 
sufficient to meet annual debt payments, the bonds will be 
virtually imposible to sellJ

If icvenue bonds cannot be sold to refinance outstanding 
debt by October 1, 1984, the lenders, by terms of the loan 
agreement, have recourse to the "general assets" of the APA. 
Unfortunately, no one seems to know precisely what the term 
"general assets" encompasses. It may be that "general assets" 
Include unexpended appropriations received by APA or being held 

^ ill the state treasury for other projects. Or it may be thr ‘Q
I . C funds appropriated but not yet disbursed from the treasury are
I beyond the lenders reach, in which case the APA may have

O r virtually no "general assets" apart from the uncompleted projects
VN i around the state. This is an Important legal point, which the

■ A
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A-torney General will undoubtably investigate in due course.

Lenders, of course, are not likely to be very interested in 
taking over partialy completed hydro projects, particularly in 
cases like these where the value ov the power to be produced 
falls so far short of the revenue needed to service the debt. 
Their desire will doubtless be for the state to appropriate to 
the APA additional funds to repay the loan. The state is in no 
way legally obligated to do this, but it is clearly a possibility 
that the APA and the lenders had in mind from the outset: Despite 
the lack of legal claim on the state, the stece is nevertheless 
prominently mentioned in the loan agreement as a possible source 
of repayment.̂

If the legislature allows the APA to default on its Tyee 
loan, the ability of the state and all of its political 
subdivisions to borrow mcney would suffer. Alaska public sector 

credit ratings would undoubtedly fall, making loans both harder 
and more costly to obtain. Nevertheless, the option of allowing 
the APA to sink or swim on its own should not be dismissed 
without careful study.

A bailout of the APA by the legislature might be less 
painful than default, but it certainly wouldn't be painless. 
Increasingly scarce funds would be diverted from other uses. 
Worse, the legislature would be giving notice to bankers, 
contractors, and the APA that it is willing and able, to come to 
the rescue, even when not legally bound to do so.

Implicefcions for  the S u s i t n a  P r o j e c t

These facts raise questions about legislative intent and 
accountability. Did the legislature intend that the APA obligate 
its "general assets" (I.e. funds earmarked to other projects) to 
proceed with Tyee? Did the legislature Intend that unforseen 
problems with the project be solved by simply dipping deeper into 
the state treasury? We don't know, but one thing does seem beyond 
dispute: The legislature needs to understand and control large 
financial transactions of the sort I lustrated by the Tyee example 
because It and the state as a whole ultimately may have to be 
responsible for them.

As legislators begin to consider the Susitna Project 
Involving billions of dollars, it is even more essential that 
they understand and assume responsibility for the APA. While 
this independent public corporation does not yet have authority 
to indebt the state, as a practical matter its financial actions 
have tremendous impact on the state's financial condition.
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Answers to the following questions should help the 
legislature in its effort to gain understanding and control:

1. When xhe $50 million Tyee loan agreement was 
negotlateo, what did the financial advisors and Bankers 
Trust Company understand the APA's "general assets" to be? 
How much of the APA's roughly $200 million total outstanding 
debt^ is secured by their "general assets" and what is 
covered l/ that term?

2. Did the f! .ancial advisors, Bankers Trust Company, and 
the APA consider the state treasury to be the real security 
for the Tyee loan? If so, why?

3. What are the current prospects that long-term revenue 
bonds for the project v.an be sold before the October 1, 1 L'tM 
deadline? What is the APA planning to do if bonds cannot be 
sol d?

We may all hope that successful negotiation of contracts 
for Tyee power will resolve the APA's looming financial crisis. 
Unfortunately, that will not resolve the underlying problem. The 
APA continues to operate independently. If it is able to obtain 
substantial "general assets", we can expect such independence to 
i ncrease.

The state can undoubtedly cover a $50 million loan. It could 
probably even handle problems with the entire $200 million debt 
without catastrophic consequences. But the Susitna project 
involves billions of dollars, and is financially much more risky. 
While the APA and its advisors may feel that the public interest 
and the APA's interests are the same, we do not bellve that this 
is always the case. If the legislature is going to be aboard for 
the crash landing, perhaps it ough- to have some say in the 
takeoff.
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ENDNOTES

1. Revenue bonds to repay the loan could be sold, notwithstanding 
the lack of power sales contracts, if the state stepped forward 
to backstop them. Double-barreled bonds (revenue bonds backed by 
the full faith and credit of the state) or even cash payments to 
consumers dedicated to their electric bills are examples of many 
possible ways the state could secure the bonds. (For a fuller 
discussion of the options see "Lake Tyee Power Costs and Project 
History: Research Request 83-39," House Research Agency, February 
11, 1983.)

A third party guarantee was used to secure the outstanding 
$50 million loan. A major New York bank, the Bankers Trust 
Company, agreed to stand behind the APA (for a fee) with a $50 
million "Letter of Credit" to repay the loan if necessary.

2. The security, pledged equally to repay the 1o3n, is (1) the 
project and its revenues, (2) any unspent portion of the short­
term loan, (3) bond proceeds, (4) the full faith and credit of 
the APA, and (5) "...the proceeds of any appropriation by the 
State for the purpose of paying any Cost of the Project cr 
repaying the loan or Letter of Credit ."

The loan agreement releases the APA from its obligation to
Issue revenue bonds if it "...has deposited in the loan 
repayment Fund an amount at least equal to the principal of the 
Notes Ouf standing...plus...interest."

3. The APA has borrowed additional funds - $35 million for
Swan Lake and $115 million for Terror Lake. Our understanding is
th< t power supply contracts which are not "take or pay" have 
bedn signed for these projects, allowing local consumers to 
choose not to buy power if the price is unattractive.



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 schedules, marketing, and operational 

costs; summary 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 participants, 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. 

Those who wish to testify are asked to sign up in advance at the 
Anchorage Legislative Information Office. Public testimony will follow 

introductions by Mr. Yould and oil! 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 chose 

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 Watcina/Devil Canyon? How have 

recent developments in oil and gas prices arid in economic growth 
affected feasibility? How are those developments being factored into the 
uusitna 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

* * *

M a rch 3, 1:30-5:00, Senate Finance Room, Capitol, Juneau. INVITED 
TESTIMONY, CONTINUED. This meeting will be teleconferenced to all major 

sites for 1 istening. If tir.e 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 obtaired 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"
-- Davio Rogers (Senate Advisory Council) and Yould: review of 

identified "obstacles" and how they are being addressed
-- Yould: schedule for proceeding, incorporating new data
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U N I T E D  S T A T E S  O F  A M E R I C A  
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

B e f o r e  C o m m i s s i o n e r s :  G e o r g i a n s  S h e ld on ,  M a t t h e w  Holden, Jr.,
a nd  J. D a v i d  Hughes.

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  No. 3 0 15

O R D E R  I S S U I N G  M A J O R  L I C E N S E  

(l.sued A u g u s t  5, 1981)

T h e  A l a s k a  P o w e r  A u t h o r i t y  (APA) h a s filed an a p p l i c a t i o n  
for l i ce n se  for its p r o p o s e d  T y e o  L a k e  P r o j e c t  No. 3015.
T h e  p r o j e c t  w o u l d  b e  l o c a t e d  o n  T y e e  C r e e k  a p p r o x i m a t e l y  40 
m i l e s  o a s t - s o u t h e a s t  o f  the C i t y  o f  W r a n ge ll , A l a s k a  near 
the h ea d  o f  Brad field C a n a l  a nd  w o u l d  o c c u p y  lands w i t h i n  
t he  T o n g a s s  N a t i o n a l  F o r e s t  u n d e r  the a d m i n i s t r a t i n  o f  the 
U n i t e d  S t a t e s  F o r e s t  Servi ce .

A P A  filed its a p p l i c a t i o n  for l i c e n s e  o n  D e c e m b e r  19, 1979 
a nd  s u b s t a n t i a l l y  r e v i s e d  it o n  S e p t o m b o r  8, 1980. T h e  
a p p l i c a t i o n  w a s  c i r c u l a t e d  for a g e n c y  c o m m e n t  and g i v e n  
p u b l i g  notice. O n  F o b r u a r y  26, 1980 the s taff iosuod a D r a ft  
E n v i r o n m e n t a l  I m p ac t S t a t o m e n t  (DEIS) a n a l y z i n g  the pr o p o s e d  
project. A f t e r  r e v i e w i n g  the c o m m e n t s  s u b m i t t e d  o n the DEIS 
and p e r f o r m i n g  f u rther a n a ly si s,  t h e s t a f f  Issued a Final 
E n v i r o n m e n t a l  I m pa c t S t a t e m e n t  (FEIS) on  J u n e  17, 1981.

S e v e r a l  a g e n c i e s  a n d g r o u p s  h a v e  filed s i g n i f i c a n t  c o m m e n t s  
o n the a p p l i c a t i o n  a nd  o n  the DEIS. T h e i r  c o n c o r n n  a re  a d d r o n s c d  
b elow. N o  o n e  h as  filed a p e t i t i o n  to in t e r v e n e  in tho p r o c ee d in g.

P R O J E C T  D E S I O N  A N D  O P E R A T I O N

T h e  T y e o  L ak e  p r o j e c t  w o u l d  c o n s i s t  of: (1) T y e e  Lake
w i t h  a o u r f a c o  area o f 434 a c r o n  a t  n o r m a l  w a t e r  su r f a c e  e l e v a­
tion 1,396 feet mllw: \J (2) an i n t nk o s t r u c t u r e  at e l e v a t i o n  
1 ,230 feet mllwi (3) a n  8 , 3 0 0 - f o o t  long p o w e r  tunnel; (4) a p o w e r­
h ou s e  c o n t a i n i n g  two 1 0 , 0 0 0 - k W  g e n e r a t i n g  u n it s  w i t h  p r o v i s i o n s  
for a third unit; (5) a t a l l r a c e  chann e l d i s c h a r g i n g  into 
A i r s t r i p  Slough; (6) a s w i t c h y a r d  a d j a c e n t  to tho powe rh ou s o;  
a n d  (7) a 4 2 - m i l e  long, 115-kV t r a n s m i s s i o n  s y s t e m  to tho 
W r a n g e l l  Su bs t a t i o n .  T h o r e  is no d a m  or n p l l l w a y  p r o p o s e d  as 
p ar t o f  tho pioject. A m o r e  d e t a i l e d  p r o j e c t  d e s c r i p t i o n  is 
c o n t a i n e d  in o r d e r i n g  p a r a g r a p h  (B).

P r o j e c t  No. 3015 -2-

E xc ep t  for a 4 0 0 - k W  a nd  a 1 , 6 0 0 - k W  h y d r o e l e c t r i c  unit 
o wn ed  by the P e t e r s b u r g  M u n i c i p a l  P o w e r  and L i g h t  C o mp an y,  
the W r a n g e l l - P e t e r s b u r g  a r e a s  p ow er  r e q u i r e m e n t s  a r e 
s up p l i e d  by d i e s e l  units. T h e g e n e r a t i n g  c a p a c i t y  of the 
p ro p o s e d  T y ee  Lake P r o j ec t,  or  a dd i t i o n a l  c a p a c i t y  w o u l d  be 
r eq ui r ed  to m e e t  the f o r e c a s t  peak e l e c t r i c  e n e r g y  d e m a n d  
a nd  r e s e r v e  r e q u i r e m e n t s  of the a r ea  in 1987.

T h e  T y e e  Lake P r o j e c t  w o u l d  be op e r a t e d  t o g e t h e r  w i t h  
the e x i s t i n g  h y d r o e l e c t r i c  units, to g e n e r a t e  all the e n er gy  
r e q u i r e m e n t s  of the Citi es  of W r a n g e l l  a nd  P e t e r s b u r g  t h r o ug h 
the y e a r  2000. 2/ E x i st in g  dies el  c a p a c i t y  w o u l d  be m a i n t a i n e d  to 
p ro v id e s t a n d b y  e m e r g e n c y  c a p a c i t y  only. Ty ee  Lake R e s er vo i r 
w o u l d  h a ve  a p o t e n t i a l  o p e r a t i n g  range f r om  e l e v a t i o n s  1, 396 
to 1,250 feet, w hich w o u l d  p r o v i d e  an a ctive s t o r a g e  of
52,400 acrc-feet. The r e s e r v o i r  w o ul d be o p e r a t e d  to s t o re  
runoff d ur in g  the s u m m e r  m o n t h s  and to re lease r eg u la te d 
flows for po wer g e n e r a t i o n  th ro u g h o u t  the year.

SAFETY A N D  A D E Q U A C Y

F lows in ex cess of t hose that can be used by the g e n e r a t i n g  
units w i ll  p a s s  through the natural o u t l e t  of T y e o  Lake.
The p ro po s ed  115-k V p r o je ct  t r a n s m i s s i o n  s y s t e m  l e a di n g from 
the T y e e  Lake P o w e r h o u s e  to the W r a n g e l l  S u b s t a t i o n  w o u l d  
have s u f f i c i e n t  c a p a c i t y  to t r an sm i t the rated g e n e r a t i n g  
c ap a c i t y  of the project. T h e p o w e r h o u s e  w o u l d  be found ed  on 
rock a nd  w o u l d  be safe a g a in s t natural h a z a r d s  of floods and 
earthquake.

An  a p p r o x i m a t e l y  6 ,0 0 0 - f o o t - l o n g  s p a n  of t r a n s m i s s i o n  line 
c o n d u c t o r  w o u l d  c r os s Ea gle Bay along B r a d f i e l d  Canal a bout 
770 feet abovo the s ur f ac e of tho bay. A P A  re p o r t e d  t h at  the 
Eagle D ay  air c o r r i d o r  is a ct i v e l y  used by a i r c r a f t  in tho 
region. An o v e r h e a d  s pa n  w o u l d  ther ef o re  pose a po te n t i a l  
haza rd  to a i r c r a f t  from tho Eagle Bay span. T h e  D e p a r t m e n t  of 
tho Interior r e c o m m e n d e d  that tho o v e r h e a d  s pa n not bu used.
A P A  a t a t u d  that tho s pa n w o u l d  be m a r k e d  with b r i g h t l y  c o lo r ed  
m a r k e r s  in a c c o r d a n c e  w i t h  Fodoral A v i a t i o n  A d m i n i s t r a t i o n  
g u i d e l i n e s  a nd  that a n n o u n c e m e n t s  w o ul d  be m a de  d e s c r i b i n g  
tills span and its lo c a t i o n  w o u l d  ho n oted on a ir  n a v i g a t l M  
charts. Any p o r ti o n of tho tr an s m i s s i o n  lino w h i c h  presents 
h a z a rd s for a i r c r a f t  s h ou l d bo m a de  p l a i nl y v i s i b l e  and s h ou ld  
c o m p ly  with USFS r equirements. A r t i c l e  44 r e q u i r e s  A P A  to 
cond uc t a s t ud y of tho proje c t t r a n s m i s s i o n  lino including 
its ef fects on  a i rc ra f t safety.

~7/  ffio propose"!!"'project w f t h 'T ts  annual g e n e r a t i o n  of 
13 3 ,000 Mwh will u t i l i z e  a rene wa b le  r o so u rc o that wi ll  cave 
tho e q u i v a l e n t  of a p p r o r l m a t o l y  24 5,500 barr ol s of oil p er  year.

l7 All e l o v a l i o n o  r ofer to m e a n  l ower low w a t e r  (mllw)
~  d a t u m  w h o r e  m l l w  e q u a l s  m o a n  son level m i n u s  0.0 foot. •


