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FISCAL
YEAR

1983
198A
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

TOTAL

JAN 83 DEPT OF REVENUE ESTIMATES
OPERATING BUDGET AT SPENDING LIMIT

SPENDING LIMIT

SURPLUS SPENT ON CAPITAL

INFLATION 7%
PERMANENT FUND

PER ANNUM
INFLATION-PROOFED
PERMANENT FUND E\RNS 12% PER ANNUM

*** ACTUAIrDOLORS’IN’ MILLIONS"***

INCREASES 10% "PER"ANNUM

GO BONDS 7/ER ACRIES JAN 83 SUSITNA FINANCING PLAN

REVENUE

2703
2775
3029
3112
3456
3540
3300
3000
2090
2700
2610
2520
2380
2440
2510
2660
2800

48410

7%

"TOTAL' OPERATING
INTEREST REVENUE BUDGET
"333 ""'"“3036 T9 87
352 3127 2105

301 """ 3410... "2404"
410 3522 2644
o 4484 3904 2909
490 4030 3200

520 3810""  "3520"
550 3560 3070
.. 61C 3500 "4260
670 3360 4600

B 740 ".... 3350 " '5150""
010 332.0 5670
090 ' '3270 6240
970 3410 6860
"t ot1060' 3570 7540
1160 3020 8300
1260 * 4060 91'30
"1X640----- 60D6(f----- 80550

CAPITAL

BUDGET SERVICE

837«
593

447
503
280

3270

PERMANENT
DEBT FUND TOTAL
DIVIDENDS  BUDGET
167 134 31'24
164 5 3127
'163 - 3410"
166 265 3522
179" 3904
190 360 4030
190" 400 " " " 4110
180 450 4500
160 510 4920
160 570 5410
"130" 630 "
140 690 6500
140" o "760 7140
90 030 7700
"00 ~TTC 910-— '8530
50 990 9340
" 50 "1000 "10250
2390 93 20" 95530

5920' ™

SURPLUS
"OR'
DEFICIT

-940
-1430"
-2050
- -23/0
-3180
-38/0 '
4300
496U
-5530
-6190

-35470

PERM-
" ANENT
*FUND

3790
43 61
4979
5676
6433
720/

10270
11350"
12400
13680
14950
16200
17710
19240
20900
22690

GENERAL
" FUND'

END OF YEAR OF$

REVENUE REQ
FOR'GF BAL"
0 MIL

"35380"

imr



FEBRUARY 15,1983

FISCAL
YEAR

1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1399
2000

TOTAL

STATE OF ALASKA
LEGISLATIVE' FINANCE WORKING"DOCUMENT"
BUDGET FORECASTING MODEL

-**% fy 1984'Dollars in'millions**>*
JAN 83 DEYT OF'REVENUE'ESTIMATES

OPERATING DUDGET AT SPENDING LIMIT

SPENDING LIMIT INCREASES 10Z"PER"ANNUM -------mmemmmmmemeees

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

.................. TOTAL " OPERATING CAPITAL  DEBT  ...FUND..... TOTAL ' "OR"
REVENUE INTEREST REVENUE BUDGET BUDGET SERVICE DIVIDENDS  BUDGET DEFICIT
2703" " --* 333 -cemee 3036" 'm1987 - 1 837 T67 ~ 134 3124 " .88
2594 329 2923 2042 554 154 172 2923 -0
LY - — 333 2978" 2100 534 "143" 202 " “'™2978" 0
2540 335 2875 2159 365 136 216 2875 0
2636 Y — 2978 2219 ~ 384" 1'37 2j 9 w2978 -u
2520 350 2870 2200 200 140 250 2870 00
2200 e clY ) — 2540" 'ss 2350 ' mmm00 130" 2/U 2740 200
1870 I 2239 2410 00 110 280 2800 -590
1680 Tt - PR L — 00 --m+(jo- “ 300 =" “2870 -330
1470 360 1830 2550 00 90 310 2940 -1110
1330 370 —oeee- 1700 - 2620 o 00" 70 & '320'" 3010 " -1300
1190 380 1500 2690 00 60 330 3090 -1510
1060 Y Yo J— 1450" ... 2770" ¥ 00 "m ‘60" ' 340 3170 -1720
1010 400 1410 2850 00 40 350 3230 -1820
970 e 410 “ ... 1300 +2930 " OC W 30 350 ¢ ‘' 3310 -1920
960 420 1300 3010 00 20 360 3390 -2000
950 430 ... 1380' - .n3090"" —omemmm- 00« - Z0- «"e"370 ... '3470"" ""-2100
30330 6240 - 36570 42520 '2870" 1580 - 4790 '51760"  “-T5190

PERM-
ANENT
FUND

3790

“43 61"

4653

‘4957
5251
5559”
5880
6160
6390
6610
6790
6960
7100
7230
7350
7460
7570
7690

GENERAL
""FUND
END OF YEAR OF$

REVENUE REQ
" "FOR'GF' BAL"
0 MIL
88
“ 0 N O ]
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U 0 1
00 00 |
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) - - - mSTATE" U2 ALASKA

v LEGISLATIVE FINANCE WORKING DOCUMENT
: BUDGET FORECASTING MODEL

*** ACTUAL DOLLARS IN MILLIONS ***

JAN 83 DEPT OF REVENUE ESTIMATES

GOVERNOR'S OPERATING BUDGET (INCLUDES*LONGEVITY“JTMUMICIPAITAID)

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
FISCAL ' TOTAL OPERATING" CAPITAL * DEBT FUND.............
YEAR REVENUE INTEREST REVENUE BUDGET BUDGET SERVICE DIVIDENDS
1983
1984 2703 ... 629 3332' ... 1912 1341 16/ 0
1985 2775 688 3463 2103 1196 164 0
1986 3029 741 ' .. 3770 ---—---- 2313 " 1281 176 B o R
1987 3112 784 3896 2545 1157 194 0
1988 3456 - 833 "' 4288 m 2799 1269 “ 221" L o'
1909 3540 880 4420 3080 1110 230 00
1990 3300 ... *910* *'4210% '"3390" "580 " 240 uu
1991 3000 910 3910 3730 . 88 230 00
1992 2890 " 910" 3800" ... 4100 * "210'"- = "00'
1993 2700 950 3650 4510 00 220 00
1994 2610 1000 ' - 3610 - 4960— — oo"' " '200°' 00
1995 2520 1050 3560 5450 00 200 00
1996 2330 * *'*1090'¢ 3470 '6000 00 160 00
1/97 2440 1140 3580 0600 00 130 00
1998 2510 ' 1190 """3700"' - 7260"" 00" 110**" e "0
1999 2660 1240 3900 7990 00 70
2000 2800' ' 1290 '~ 4100' " "8780 00 -—--—---- 60

TOTAL 48410 ' "16240 '“'64650 — 77510 - 7940" 2990'"— 00

TOTAL
BUDGET

34'20
3463
'*3770
3896
‘4288
4420
' 4210
3960
'“'4310°'
4730
"5150
5660
"61*60
6730
* "7370
8060
“ 8840

88440""

SURPLUS
‘OR "
DEFICIT

-510
-1080
-1540
-2100

* -2690
-3150
-3680
-4160
-4750

"-23790

PERM-
ANENT
* FUND

3790
*'4085"
4388
4724*
5072
5462
5890
6300
6660
'7020"
7350
7660
7960
8250
8530
8830
9150
9500

GENERAL
" FUND........ .
END OF YEAR OF$ 0 MIL

00
00
00
00
00
00
00
00
00
00
00
00

REVENUE REQ
'FOR'GF BAL*

514!
1080
1540
2100
2690
3150
3680
4160
4750

23700



REPEAL DIVIDENDS'XiNFLATION-PROOFfNC
STATE OF ALASKA . ,
......... LEGISLATIVE FINANCE WORKING DOCUMENT e
BUDGET FORECASTING MODEL

FEBRUARY 16,1983 ~

fe*'**'FY 1984“ DOLLARS IN MILLIONS***"
JAN 83 DEPT OF REVENUE ESTIMATES
GOVERNOR'S OPERATING BUDGET (INCLUDES LONGEVITY & MUNICIPAL AID)
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 SUSITNA"FINANCING"?LAN"

"PERMANENT" SURPLUS PERM- "™GENERAL'  "REVENUE' REQ
FISCAL TOTAL OPERATING CAPITAL  DEBT FUND TOTAL OR ' ANENT FUND FOR GF BAL
YEAR  REVENUE INTEREST REVENUE™ BUDGET "BUDGET* SERVICE" DIVIDENDS  BUDGET DEFICIT FUND" " END OF"YEAR"OF$ 0 MIL
1983 3/90 . 88
1984 2703 629 3332 1912 1341 167 0 3420 .88 4085 0 0
1985 2594 ' 43 " 3237""  vvigesv | UG- 154 0 -~ 3237" . 0 4101 0 e 0"
1986 2645 648 3293 2021 1119 154 0 3293 0 4126 0 0
1987 P YL R — 640" " ""3180" 2077 944" ..o 158" "0' 'm "™ 3180 U 4140 u 0
1988 2636 635 3272 2135 968 168 0 3272 -0 4167 0 0
1939 2520 630" 3150"”  '2200 .. 790 170 00 3150 Ww  "-"4200" uu 00
1990 2200 610 2800 2260 390 160 8 2800 00 4200 00 00
1991 1870 " 560" 2440" —nemv 2320 00" 140 m %2460 " 30 4150 oo w 30
1992 j.680 530 2210 2390 00 120 00 2510 300 4090 00 300
1993 1470 520" -——1980%  "2450  -w--mr oo ® reu = 1 R 25/0 590 4000 00 590
1994 1330 510 1840 2520 00 100 88 2620 780 3890 00 780
1995 1190 ' * ... 500 '"*m'-1690" ... 2590" 00" 2690 ' " -1000 " " '3/80% w 10UU
1996 1060 490 1540 2660 00 70 00 2740 21190 . 3660 00 1190
1997 1010 MATO M e"1480" - 2740 “00"m 50" uo —2790' '""'-1310 ' ' 3540 00 1310
1998 970 460 1430 2820 00 40 00 2860 -1430 3420 00 1430
1999 960 450  "1410" m— 2890 ‘.. 00" 30' ~ * 00 " %2920 " '-1510 3320 00 LM U
2000 950 440 1390 2980 00 20 00 3000 1610 3220 00 1610
TOTAL 30330 9360 39690 40920 6670 1920 00 49510 9820 9740



introductory comments

George Rogers: strategies, parameters, and criteria to consider
in examining Susitna and other hydro projects

FEASIBILITY
1; Yould: summary of feasibility work
Kxtch.

ArGOo-.. Gregg Erickson: review of studies and new developments

-£:4*57 "Lee Gorsuch, I1SER: economic forecast revisions

3:00 George Matz, OMB: review of studies, alternatives, forecasts

FINANCING

3:30 Eileen Titmuss (Tight-muss), bond analyst with Drexel,
Burnham, and Lambert, NYC: considerations in the bond
market, factors affecting public power bonds

4:15 APA financial/bonding advisors: financing recommendations

4:30 Milt Barker: review of the 2 memos he prepared for the
committee (in today"s folders)

4:45 Commissioner Heatn, Dept, of Revenue: relationship of
capital requirements to state bonding capacity and credit
rating
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ALASKA STATE LEGISLATURE iH P 'w ra ...
SENATE STATE AFFAIRS COh"v/'ITEE POUCH V, JUNEAU 99811

SENATOR VIC FISCHER, CHAIR' .'.:: (907) 465494

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 OMB and representatives of the
cities of Petersburg and Wrangell: Tyee -- case study of a project

* k%

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.

* Kk x

March 1, 1:30-5:00, Senate Finance Room, Capitol, Juneau. INVITED
TESTIhTRY -- SUSITNA. This meeting will be teleconferenced to all major

sites Tor 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 1is the feasibility to changes in those
factors? What have the Susitna feasibility and alternative studies
shown? How accurate 1is 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 1is 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, 1in terms
of state subsidy, are the plans presented?

— APA financial/bonding advisors: review of Acres plan,
recommend; ons

— Eil en Titmuss, bond analyst: considerations 1in 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

*kx*x

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: 1its role in approving
contracts and rates

-- utility representatives who wish to address the issue

-- Office of Management and Budget: review of the SRl 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, 1incorporating new data






MARCH 3 ~  SUSITNA

CONTINUATION FROM TUES.

George Matz, OMB: wrap-up of last meeting - brief review of
FEASIBILITY STUDIES, IDENTIFICATION OF ECONOMIC "WINDOW!
AND KEY FACTORS TO BE UPDATED

Milt Barker, Legislative Finance: relationship of capital
requirements' to projected revenues (reference Feb, 21 memo)

Commissioner Robert Heath, Revenue: relationship op capital

REQUIREMENTS TO STATE BONDING CAPACITY ATD CREDIT RATING

SUSITNA MARKETABILITY

Robert Mohn and Ray Benish, APA: status of marketing situation

Harrison Call, marketing specialist: power sales agreements

Carolyn Guess, APUC: APUC role in approving contracts and rates

Utility representatives who wish to address the issue— if there
ARE ANY WHO DIDN'T HAVE THE OPPORTUNITY IN ANCHORAGE

Dick Emmerman, ovB: review of SRI study of effect of electricity
PRICE AND AVAILABILTIY ON INDUSTRIAL DEVELOPMENT

SUSITNA READINESS

Governor's Office?. presentation of "the checklist"?

David Rogers (Senate Advisory Committee — worked with Rirch-Horton
identification of possible Susitna "obstacles" last year) and
Robert Mohn, APA: review of "obstacles" and how they are being
ADDRESSED

Mbhn: .schedule for proceeding, incorporating new data

Al Carson, DNR 7

Dennis Kelso, F&G)

in audience, available for questions



ALASKA STATE LEGISLATURE
SENATE STATE AFFAIRS COMMITTEE POUCH V, JUNEAU 99811
SENATOR VIC FISCHER, CHAIRMAN (007) 465495

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: 1interim 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.

* Kk x

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 ::0 changes 1in 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

* Kk x

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 rtuation

-- Harrison Call, marketing specialist: power sales agreements

-- Alaska Public Utilities Commission: 1its 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
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THE LEGISLATURE BOUNCRRNRIAN 1o,
JUNEAU. ALRSRA- 94811

BUDGU AND AUDIT COHKITTU PHONE: (907) 465-3795

M EMORANDUWM-
DATE: February 21, 1983

TO: Honorable Vic Fischer
Chairman
Senate State Affairs Committee

FROM: Milt Barker, Fiscal Analyst
Legislative Finance Division

SUBJ: Funds Available for Capital Projects

Through the end of the next decade, under current law, total
capital projects are almost four times the amount available
for capital. Even if Permanent Fund earnings were to be
entirely utilized for capital, total projects would still
exceed the amount available by almost 50%.

The amount proposed for Susitnc alone wo”™ld consuw. all

funds available under current Ia™. Together with other hydro
projects, hydro would require over half of the funds available
if Permanent Fund dividends and inflation-proofing are repealed.

Tables 1 and 11 (attached) compare the amount of general funds
and general obligation bonds available for capital projects
with proposed capital projects. The ™amount available for
capital projects”™ from the general fund is assumed to be all
furds remaining after providing for the operating budget.
These amounts were calculated in the attached computer runs
using the Department of Revenue®s January 1983 revenue esti—
mates at the 30th percentile.

The only difference between Tables 1 and 1l is in the amount
available for projects. The main source of this difference
is that Table | assumes no change 1in current statutes while
Table 11 shows more funds available as a result of repealing
Permanent Fund dividends and .inflation-proofing. Table 11
reflects the entire amount of Permanent Fund earnings 1in
arriving at the amount available figure.



Two other differences between Table 1 and Il are:

1) Table 1 assumes operating budgets at the spending = .
limit ($1986. 7 million in FY 84) while Table 11
assumes the "Governorls FY 84 budget of $1911.8
million (including longevity bonus and municipal -V.
aid); operating budgets are assumed to increase
10% per annum in both cases;

2) because of greater unrestricted revenues 1in Table
I, a greater amount of G.0.“bond issues are assumed;
the amounts of G.0O. bonds in both, tables are based
on the statements of APA"s financial advisers 1in
the January 1983 Susitna financing plan (see foot-
notes to Tables).

The amount of capital projects shown in the Tables includes
traditional capital projects, 1in the form of the last year™s
Governor®"s Six Year Capital Budget, only through FY 88.

No amounts have been estimated for legislative capital
projects nor has any amount been 1included for purchase of
the Alaska Railroad or cashing out interim financing on
Tyee, Swan, and Terror Lakes ($200 million).

attachments

MB :ro

cc: Honorable Al Adams
Honorable John Sackett
Honorable Don Bennett



FISCAL
YEAR

ACTUAL
DOLLARS
85
86
87
88
89
90
91
92
93

Total

FY 84

DOLLARS
85
86
87
88
89
90
91
92
93

Total

NOTES:

.FUNDS AVAILABLE FOR CAPITAL PROJECTo

.WITH REPEAL OF DIVIDENDS &

($ Millions)

(1) (2) (3) (4) (5) (6)
FUNDS AVAILABLE FOR SB 68 OTHER
CAPITAL PROJECTS STATE FUNDING APA TOTAL
GENERAL FOR « CAPITAL HYDRO
FUND CO BONDS TOTAL SUSITNA PROJECTS PROJECTS
1196.0 350.0 1546.0 403.7 244.5 648.2
1281.0 190.0 1471.0 47207 282.3 755.0
1157.0 95.0 1252.0 479.7 125.8 605.5
1269.0 235.0 1504.0 499.5 - 499.5
1110.0 50.0 1160.0 938.3 — 938.3
580.0 25-0 605.0 738.4 - 738.4
- 160.0 160.0 - — -
- 35.0 35.0 — -
- 170.0 170.0 - -
6593.0 1310.0 7903.0 3532.3 652.6 4184.9
1118.0 327.1 1445.1 364.5 228.5 593.0
1119.0 166.0 1285.0 398.9 246.6 645.5
944.0 77.5 1021.5 378.3 102.7 481.0
968.0 179.3 1147.3 368.2 - 368.2
790.0 35.6 825.6 646.4 - 646.4
390.0 16.7 406.7 475.4 - 475.4
99.6 99.6 - - —
20.4 20.4 - - -
92.5 92.5 - - -
5329.0 1014.7 6343.7 2631.7 577.8 3209.5
1. From attached Legislative Finance computer run labelled "Repeal

note 1 to Table

2. See npte 2 to Table
to the current January 1903 estimates;

including jijonies that would have been used for dividends rind

GOB*"s

For other

Is somewhat high;

PROGRAM
APPROPRIATIONS

of Dividends and

INFLATION-PROOFING

(7)

LOAN

300.
300.
300.
300.
300.
300.
300.
300.
300.

O O O O O o © o o

2700.0

280.
262.
245.
229.
214.
200.
187.
175.
163.

O O OO0 O O o o o

1955.0

(8)

*GOVERNOR'S
SIX YEAR
CAPITAL
BUDGET

2035.
742.
961.

1066.

N N © O

ECIECEEN PN

4805.3

1901.
648.
784.
813.

~ N4 © ©

ENERNEENIENS

4148.9

(9)

TOTAL
CAPITAL
PROJECTS

2983.
1797.
1866.
7

1865
1238
1038
300
300
300

1169

2774.
1556.
1510.

1410
860
675
187
175
163

9313

Inflation-Proofing ;

~N © N

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

0.2+

~N B o©

.6

A4+
A+
.0+
.0+
.0+

A+

see

amount oJ; GOB"o based on estimates of revenues at the 50th percentile made prior
the January 1983 estimates even

items siee notes to Table 1.

those

revenues are higher

than

inflation-proofing;

thus,

the estimate o"
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UNDER CURRENT LAW
($ Millions)

(1) (2) (3) (4) (5) (6) (7) (8) (9)
FUNDS AVAILABLE FOR SB 68 OTHER GOVERNOR' S
CAPITAL PROIJECTS STATE FUNDING APA TOTAL LOAN SIX YEAR TOTAL
FISCAL GENERAL FOR CAPITAL HYDRO PROGRAM CAPITAL CAPITAL
YEAR FUND GO BONDS TOTAL SUSITNi PROJECTS PROJECTS APPROPRIATIONS BUDGET PROJECTS
ACTUAL
DOLLARS
85 593.0 593.0 403.7 244 .5 648.2 300.0 2035.0 2983.2
86 611.0 300.0 911.0 472.7 282.3 755.0 300.0 742.9 1797.9
87 447.0 90n0 537.0 479.7 125.8 605.5 300.0 961.2 1866.7
88 503.0 125.0 628.0 499.5 499.5 300.0 1066.2 1865.7
89 280.0 - 280.0 938.3 938.3 300.0 7 1238.3+
90 - 50.0 50.0 738.4 738.4 300.0 7 1038.4+
91 - 140.0 140.0 — 300.0 7 300.0+
52 - - - - 300.0 7 300.0+
93 - - - — 300.0 7 300.0+
Total 2.434.0 705.0 3139.0 3532.3 652.6 4184.9 2700.0 4805.3 1109072+
FY 84
DOLLARS
85 554.0 554.0 364.5 228.5 593.0 280.0 1901.9 2774.9
86 534.0 262. 196.0 398.9 246.6 645.5 262.0 648.9 1556.4
87 365.0 73. 438.0 378.3 102.7 481.0 245.0 784.7 1510.7
88 384.0 95.0 479.0 368.2 368.2 229.0 813.4 1410.6
89 200.0 — 200.0 646.4 646.4 214.0 7 860.4+
90 — 33.0 33.0 475 .4 475 .4 200.0 7 675.4+
91 — 87.0 87.0 — 187.0 7 187.0+
92 - — - - 175.0 7 175.0+
93 - - - — 163.0 7 163.0+
Total 2037.0 550.0 2587.0 2631.7 577.8 3209.5 1955.0 4148.9 9313.4+

(Note . to Table | oh next page.)

i nrenrnrmiinrmiil”®
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NOTES TO TABLE |

1. From attached Legislative Finance computer run labelled "current law"; beginning GF balance based on 2/9/83
schedule of amount available per Senate Finance of $918.3 million reduced by $230 million for the Rainy Day
Fund and $600 million for the Permanent Fund that has been appropriated but was included in the $918.3 million;
eincludes Permanent Fund undistributed Income;

2. From Table 1, Susitna Hydroelectric Project, Task Il: Financing Options, Acres, January 1983; amount of GOB"s based

on statement of First Boston Corporation, John Nuveen & Co., and First Southwest Co. which assumed higher

projected revenues at the 30th percentile than the current January 1983 Department of Revenue estimates; thus the

estimate of GOB"s must be somewhat high;
9

4. From Table 18.4.7, Susitna Hydroelectric Project, Task Il Reference Report, Acres; .this is the $2.3 billion
(January 1982 $) state contribution case; SB 68 proposes $2.3 billion in January 1983 dollars; 1if the Acres
funding schedule is intended it would be necessary to adjust SB 68; otherwise the estimated Susitna costs
shown here would be 4% to 17 too high as measured by various "Engineering News Record” construction cost
indices;

5. From Table 1, "Acres"™, January 1983;

7, Assumes loan program appropriations remain at roughly the Governor®s FY 84 budget level, $294.5 million;

8. Total of general fund capital projects (including voter approval) contained in Executive Budget, Book 2,
Capital Budget and Six Year Capital Program. FY 83, Jay Illammond, Governor; FY 85 amount is sum of FY 83-85
amounts less amounts appropriated for capital and loans for FY 83 and less the amount of capital projects

proposed by Governor Sheffield for FY 84.

FY 84 $ amounts are based on a 17. inflation factor: the Acres Susitna numbers appear to be on a calendar year
basis and are thus adjusted for an extra 1/2 year.
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FEBRUARY 15,1983

FISCAL
YEAR

1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

TCTAL

STATE OF ALASKA

LEGISLATIVE FINANCE WORKING-DOCUMENT'
BUDGET FORECASTING MODEL

-*** ACTUAL" DOLLARS' IN' MILLIONS"***'

JAN 83 DEPT OF REVENUE ESTIMATES
OPERATING BUDGET AT SPENDING LIMIT
SPENDING LIMIT 'INCREASES 10%'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

TOTAE

BUDGET

1}

*

31'2'4
3127
3410"
3522
3904
4030
4110
4500
4920 '
5410

5920*"

6500
7140
7780
8530
9340

*'10250

PERMANENT
' TOTAL OPERATING""CAPITAL* DEBT- " FUND" """
REVENUE INTEREST REVENUE BUDGET BUDGET SERVICE DIVIDENDS
2703 “ 333 3036 1987 837" 167 134
2775 352 312-7 2185 293, 164 185
3029 381 "' ' 3410 2404 163 2317
3112 410 3522 2644 o 447 166 205
3456 * 448 "3904" 2909 ' 503" 179"
3540 490 4030 3200 280 190 360
3300 520 "3810" "3520 00" "190¢ 400 ..
3000 550 3560 3870 00 180 450
2890 ... 610 3500'"'m  “4260 " 00" T60" 510
2700 670 3360 4680 00 160 570
2610 740 3350 '5150" 50 "130" "030 ...
2520 810 3320 5670 00 140 650
2380 890 *...... 3270 ... 6240 * oo0" * 1'40 760
2440 970 3410 6860 00 90 830
2510 1060"“ "3570" 7540 “00 '80 ' 910.....
2660 1160 3820 8300 00 50 990
2600 1260 ' 4060" 9130 oo, oo" 50" 1080
1 ~11
48410 11640 " " "60060“" 80550" e 2390 ......... 93 20

95530"

SURPLUS

DEFICIT

-88
-0

0

0

-0

00
-3U0
-940
-143 O
-2050
-2570
-3180
-38/0
-4380

-4960 -

-553 0
-6190

-35470

CUKKLNX JUpi

PERM- GENERAL REVENUE REQ
ANENT" " FUND" ' « FORGF'BAL™"
..FUND END OF YEAR OF$ 0 MIL
3790 88 0

" 4361" 0 -
4979 0 0
5676 o . 0" ]
6433 0 0

Y1281 o' — 0 *
8250 00 00

........ 9240 00 300 "

10270 940
11350* 8 "1430* "
12480 2050
13680 w' m 00° 2570
14950 00 3180
16280 uu 3U/U
17710 00 4380
19240 00 4960
20900 00 5530
22490 00 6190
35380



FEBRUARY 15,1983

JAN 83 DEPT OF REVENUE ESTIMATES
OPERATING BUDGET AT SPENDING LIMIT
SPENDING LIMIT
SURPLUS SPENT CN CAPITAL

INFLATION 7% PER ANNUM

PERMANENT FUND INFLATION-PROOFED
PERMANENT FUND EARNS HZ" PER ANNUM

STATE OF ALASKA
" LEGISLATIVE'FINANCE WORKING'DOCUMENT
BUDGET FORECASTING MODEL

* * %

FY"19 84 'DOLLARS ’IN 'MILLIONS***

INCREASES 102"PER”ANNUM'

GO BONDS PER ACRES JAN 83 SUSITNA FINANCING PLAN

PERMANENT SURPLUS PERM-
FISCAL e, TOTAL.... OPERATING CAPITAL DEBT FUND “ TOTAL UK ANENT
YEAR REVENUE INTEREST REVENUE BUDGET BUDGET SERVICE DIVIDENDS BUDGET DEFICIT FUND
1983 3790
1984 2703.... 333 "3036 '"1987 837 167 i:id 3124 -1)8 43 61"
1985 2594 329 2923 2042 554 154 172 2923 -0 4653
1986 2645 e + 333" ' 2978 2100 ... 5347 ... 143 202 " "7L.2978" e, (o} ~ 4957"
1987 2540 335 2075 2159 365 136 216 2875 0 5251
1988 2636 Y/ J— 2978" 2219 — "304 13/ 219 2978 -y "5559"
1909 2520 350 2870 2280 200 140 ﬂ 2870 <00 5880
1990 2200 «" 340 '2540%* " 2350"" o, 00 130" "2740 -200 61GU
1991 1870 340 2220 2410 00 110 280 2800 -299 6390
1992 1680 R | JE— X0 JY o J—— 2480” "+ 7)0 <0 - "300 2870 - 6610
1993 1470 3G0 1830 2550 00 90 310 2940 -1110 6790
1994 1330 K3y 0 JE— 1700 - X X R d— oo" 70 o "320 3010 -13 30 6960
1995 1190 380 1580 2690 00 86 330 3090 -1510 7100
1996 1060 390 - Jj7150-- 2770 = -'00 Yo "340 3170 -17 Z2U 7230
1997 1010 400 1410 2850 00 40 38y 3230 -1870 7350
1998 - 970 410" ... 1380 "2930 " “ 00 - 30 - == " 3ion -19 20 7460
1999 960 420 1300 3010 00 20 360 *390 -2000 7570
2000 950 430 ... 1380' ¢ ...3090" "00% 20- . 370 ' '3470 -2100 7690
TOTAL 30330 6240 - 36570 42520 2870 ‘1500 ..., 4790" 51760' -T5190

A trmi T 11t fu IR 2m T T

GENERAL
" FUND ™

END OF YEAR OF$

REVENUE REQ

"FOR CF' BAL
0 MIL

"0

"0

00
200

590

830
1110
1300
1510
1720
1820
1920
2000
2100

15100"



FISCAL

YEAR

1903
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

TOTAL

d

JAN 83 DEPT OF REVENUE ESTIMATES
GOVERNOR'S OPERATING BUDGET (INCLUDES'LONGEVITYTTIUNICIPAITAID)
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

TOTAL.... OPERATING' CAPITAL

REVENUE INTEREST REVENUE BUDGET
2703 .. 629 3332 191*2
2775 688 3463 2103
3029 741 ..3770 "2313 *
3112 784 3896 2545
3456 © 033 ... 4288" ... “2799 *
3540 880 4420 3080
3300 =~ ~~910— “4210""-  "'3390""
3000 910 3910 3730 .
2890 = 910 3800" .......... 4100
2700 950 3650 4510
2610 1000 ... "3610"" - 4960" ““—-
2520 1050 3560 5450
2380 -+ "'""*1090" "3470<¢ ""6000
2440 1140 3580 6600
2510 1190........... 3700 = 7260 -
2660 1240 3900 7990
2800" 1290 4100 " ""8780

48410 * "16240 “'64650 77510

mPERMANENT
DEBT FUND
BUDGET SERVICE DIVIDENDS
1341 Ib/ u
119C< 164 0
1281 “<  *176 ... 0
1157 194 0
lm]1269 2 o}
1110 230 00
[ i) 240 Ou~ ..
00 230 00
*00 "210 ""00*
00 220 00
S [ Rl e— 200 - 00"
00 200 00
00 -+ 160 . oo™
00 130 00
S 00™*" — 110°<. 00 ~ ..
00 70 00
ol 00 L e— 60" *"...... ™00 <<=~
7940" "'2990 ' 00

LEGISLATIVE FINANCE WORKING DOCUMENT
BUDGET FORECASTING MODEL""

*** ACTUAL DOLLARS IN MILLIONS ***

TOTAL
BUDGET

..... 421077

3960
24310*
4730

5660
"'61*60
6730

...... "7370

8060
+ « 8840

"88440*—

SURPLUS
UK
DEFICIT

-88

0

u

0
-u

00

uu
-50

-510"

-1080
-1540
-2100
-2690
-3150
-3680
-4160

" -4750

* 23790*

PERM-
ANENT
* FUND

3790
408 5"
4388
4724"
5072
5462"
5890
6300
6660

"'r7020

7350
7660
7960
8250
8530
8830
9150
9500

GENERAL
FUND"*
END OF YEAR OF$

88

uJ

JENUE REQ
B'OR'GF BAL’

0 MIL |

"23700

—C



FEBRUARY 16,1983 REPEAL DIVIDENDS & INFLATION-PROOFING
STATE OF ALASKA
LEGISLATIVE FINANCE WORKING DOCUMENT"
BUDGET FORECASTING MODEL

"rxFMEY 1984“ DOLLARS IN MILLIONS***!

JAN 83 DEPT OF REVENUE ESTIMATES -
GOVERNOR'-0 DERATING BUDGET (INCLUDES LONGEVITY & MUNICIPAL AID)
OPERATING BUDGET INCREASES TO/TPER'ANNUM
SURPLUS SPENT ON CAPITAL

INFLATION ITT PER ANNUM

NO PERMANENT FUND DIVIDENDS

NO PERMANENT FUND™INFLATION-PROOFING
PERMANENT FUND EARNS 12% PER ANNUM
GO BONDS PER ACRES JAN 83' SUISITNA'FINANCING'PLAN

'PERMANENT" "SURPLUS PERM- "GENERAL' ' 'REVENUE'REQ"
FISCAL TOTAL OPEMTING CAPITAL DEBT FUND TOTAL OR ANENT FUND FOR GF BAL
YEAR REVENUE INTEREST' REVENUE BUDGET “ BUDGET™SERVICE ™ DIVIDENDS — BUDGET- "DEFICIT” & FUND— END OF'YEAR'OF$"""0 MIL "
1983 - .31/130 88
1904 2703 629 3332 1912 1341 167 0 3%9_ -88 4085 0 0
1985 2594 ' 643 Ky gem—— 1965" - 1118" “n154" L 0 o "4101" gree o"
1986 2645 648 3293 2021 1119 154 92 3293 0 4126 0 0
1987 2540 7 e 640"" - 3180" 2077 “ 944" 158 7 L, 3180 0 “>140 U 0
1988 2636 635 3272 2135 968 168 0 3272 -0 4167 0 0
1989 2520 630" “"3150 .....”" 2200 "790¢ ' 170 "00 . 3150 00 "4200" 00 ""00
1990 2200 610 2800 2260 390 160 00 2800 00 4200 00 00
1991 1870 " 560 2440 2320 — 00" -------- 140 “-m "00' ... 2460'"" -30 41 50 ou 30
1992 1680 530 2210 2390 00 120 00 2510 -300 4090 00 300
1993 1470 "520"" -mme- 1980" 2450 oo, 00" i"20"" ' "00 2570'"" ' -590 ' 4000 00 590
1994 1330 510 1840 2520 oo %88 00 2620 -780 3890 00 780
1995 1190 ' ... 500 " .. 1690' .. 2590° 00" - '00 2690 ' -I'000 “37 80 00 1000
1996 1060 490 1540 2660 00 70 00 2740 -1190 3660 00 1190
1597 1010 470 ¢ - 1480' - -2740" ... 00 "50" "'00 "ow«w2790' " -1310 “3540 00 1JJW
1998 970 460 1430 2820 00 40 00 2860 -1430 3420 00 1zjo
1999 960 450 1410" «“«2890 =m . 00"- --"30 B 00 . "2920 ' '-1510 3320 00 1dJdu
2000 950 440 1390 2980 00 20 00 3000 -1610 3220 00 1610

TOTAL 30330 9360 39690 40F/20 6670 1920 00 49510 -9820 9740
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M EMORANTUDUM

TO: Honorable Vic Fischer, Chairman
Senate State Affairs Committee

FROM: Milt Barker
Fiscal Analyst

SUBJECT: SB 70

As requested by you, | have prepared the attached tables
which show:

1. the annual contributions to the Alaska Energy
Dividend Fund, in both actual and FY 1984
dollars (Table 1);

2. the number of per capita grants those amounts
would fund, taking account of annual escalation
of grant amounts for 1inflation ehough not
taking account of variation 1in grant amounts
for regional cost differences (Table 1);

3. state funding for Susitna under "Option D"
of the January 1983 Acres financing plan, in
both actual and FY 1984 dollars (Table 1);

4. the amount that would be available for capital
projects that have been proposed excluding
power projects (Table 11 and “raph).

The attached Legislative Finance computer runs Jlabelled 3B 70
show the entire fiscal picture Cor the State under SB 70

in both actual and FY 1984 dollars. It should be noted that
under the assumptions used, general fund deficits would be
incurred 1in FY 1990 and all subsequent years even without any
capital budget. .Should these <conditions prevail, it might

be difficult to maintain funding for the Alaska Energy
Dividend Program.



Senator Vic Fischer -2 - February 23, 1983

If the Alaska Energy Dividend Program were discontinued after
FY 1989, the amount of funding that would have accrued for

the program would be $1,965.0 million (or $1,635 in FY 1984
dollars).. These amounts are less than the State funding called
for under "Option D" of Acres for Susitna.

All of the above analysis 1is based on the January 1983 revenue
estimates® of the Department of Revenue and could be subject
to major revision depending on oil price developments.

SB 70- Section 2

You have also requested an estimate of the impact of Section 2
of SE 70.

It is impossible to project the 1impact, not knowing what
"energy project service districts” will be formed, what
projects undertaken, their scale, their financing, the
residential share of power consumption, the retail price of
electricity and its effect on monthly residential consumption,
etc. However, as an example of how Sec. 2 might work, the

Sitka utility district and their Green Lake project are analyzed.

If one assumes that 1in the absence of SB 70, Green Lake would
have been financed 90% with 35 vear debt at 10% interest and
10% with ec ".ty which earned 12%, then the capital <charges for
Green Lake would have been %6.2 million per year. 1 With sales
from Green Lake estimated at 59 million kwh annually,2 the
capital charges would have been 10.5i per kwh for Green Lake

at the busbar.

It is implicitly the intent of SB 70 that no charges for
recovery of Energy Dividend Fund grants be 1included in
electricity rates. This should probably be stated 1in the
bill.

It-is also the intent of SB 70 that no charges for recovery
of any other 1invested funds or return thereon be allowed 1in
the residential rate for the first 1,000 kilowatt hours.
The legislation needs to clarify that neither return nor
return on invested funds will be allowed.

1. $59 ni...lion cost for Green Lake excluding any transmission
costs multipled by (.9 X .10369, the debt service per
dollar borrowed at 10% for 35 years + .1 X .12).

2. 37.8 million kwh generated from Green Lake for first
seven months at FY 83 extrapolated to 12 months and
multiplied by 91% for line 1losses, utility ™ consumption,
etc.
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Senator Vic Fischer February 23, 1983

If keeping commercial and residential rates constant while
letting residential customers off the hook 1is the test, then
this example would argue for $2,000 per capita grants. of
course, one can be even more efficient by giving even smaller
grants, still letting residential customers off under Sec. 2
and hitting commercial and industrial users for the capital
costs. Or one could jJjust pass a bill forbidding residential
charges for capital costs under any circumstances for the
first 1,000 kwh per month.

At the $5,000 per capital level, the Green Lake example
would suggest that individuals could receive more 1if the
grants were invested. They would then receive $500 at 10%.
At: the $5, 000 grant level 1in the Green Lake example much of
the benefit goes to reduce commercial and ind".strial rates
as shown above.

If the benefit under SB 70 1is compared to the amount that
individuals would receive under the Permanent Fund dividend
program, the SB 70 benefits would, looh more favorable because
individuals only receive 50% of the five year average 1income.
But that 1is a matter of policy; 1individuals could be given
the entire earnings off amounts d .posited 1in the Permanent

Fund. The full amount of earnirgs represents the opportunity
cost of wusing funds for other purposes, such as SB 70 grants.
Note too, that because of inflation-proofing, Permanent Fund

dividends 1increase over time in nominal terms while the
capital charges the electricity customer forgoes under SB 70
are a fixed amount for the life of the project.

attachmen ts

cc: Senator Halford

MB:ro



Annual

Fiscal
Year
1984 236 47 .2
1985 268 50.1
1986 304 53.1
1987 342 55.8
1988 385 58. 7
1989 430 61.3
1990 480 64.0
1991 540 67.3
1992 590 68. 7
1993 650 70. 7
1994 700 71.2
1995 760 72.2
1996 830 73.7
1997 890 73.9
1998 970 75.2
1999 1040 75.3
2000 1120 75.9
10535 " 1114.3
Notes: 1 & 4. From attached Legislative
2. Col. 1 + (5 x 1.07N ) where
for inflation;
3 & 5. "Option D" from Susitna
Acres, January 1983; from
and shown as FY 85.

(1)
Contribution
to Energy Dividend Fund
(50% of Permanent Fund
Income) ($ Millions)

(2)

Thousands of
Per Capita
$5000 Grants

Finance
Fiscal Year

©)
State Funding
for Susitna
"Option D"
($ Millions)

806 .
413.
475 .
552:

PR owow o

2403.9

Hydroelectric
4 and Table

computer
1984 ;

Financing,

Q)

®)

Annual Contribution State Funding

to Energy Dividend

Fund

(Millions FY 84 $)

236
251
265
279
294
310
320
330
340
350
360
360
370
370
370
380
380

5565.0

for Susitna
"Option D"
(Millions FY 84 $) -

w
ESN
(&) ]
O O O o o

1800.0

runs labelled "SB 70";

grants 1increased 7%per annum

Taskll: Financing Options,

respectively; FY 83-85 summed

PREPARED BY:
LEGISLATIVE FINANCE
2-22-83



FISCAL YEAR

Actual

FY

1985
1986
1987
1988
1989
1990
1991
1992
1993

198/*

1985
1986

1987
1988
1989
1990
1991
1992
1993

Dollars

To tal

Dollars

Total

TABLE 11

FUNDS AVAILABLE FOR CAPITAL PROJECTS
UNDER SB 70
($ Millions)
@ (2 €)) C))
Funds Available £cr
Capital Projects Loan
General Program
Funds GO Bonds Total Appropriations
5A6.0 - 546.0 300.0
580.0 300. 0 880.0 300.0
415. 0 90.0 « 505.0 300.0
481.0 125.0 606.0 300.0
250.0 - 250. 0 300.0
- 50.0 50.0 300.0
- 140.0 140.0 300.0
- - —— 300.0
- - - 300. 0
2272.0 705.0 2977.0 2700.0
511.0 511.0 280.0
507.0 262 .0 769 .0 262 .0
339 ..0 73.0 412.0 245 .0
367 .0 95.0 462.0 229 .0
180.0 - 180.0 214 .0
- 33.0 33.0 200.0
- 97.0 87,0 187.0
- - - - 175.0
- - - - - 163.0
1904.0 550.0 2454 .0 1955.0

) )
Governor"®s
Six Year Total
Capital Capital
Budget Projects
2035.0 2335.0
742 .9 1042.9
961.2 1261.2
1066.2 1366.2
? 300.0+
? 300.0+
? 300.0+
? 300.0+
? 300.0+
4805.3 7505.3+
1901.9 2181.9
648.9 910.9
784 .7 1029.7
813.4 1042 .4
? 214 .0+
? 200.0+
? 187.0+
? 175.0+
? 163.0+
4148.9 6103.9+

PREPARED BY:
LEGISLATIVE FINANCE

2-22-83



From attached Legislative Finance computer run labelled "SB 70",

From Table 1, Susitna Hydroelectric Project, Task 11; Financing Options,
Acres, January 1983;

Assumes loan appropriations at roughly the Governor®s FY 84 budget level,
$294.5 million;

Total of general fund capital projects (including voter approval) <contained
in Executive Budget, Book 2, Capital Budget and Six Year Capital Progranm,
Fy 83, Jay Hammond, Governor; FY 85 amount 1is sum of FY 83-85 amounts

less amounts appropriated for capital and loans for FY 83 and less the
amount of capital projects proposed by Governor Sheffield for FY 84.

FY 84 $ amounts are based on a 7% inflation factor: the Acres Susitna
numbers appear to be on a calendar year basis and are thus adjusted for
an extra 1/2 year.

PREPARED BY:
LEGISLATIVE FINANCE
2-22-83



FUNDS AVAILABLE FOR CAPITAL PROJECTS
UNDER SB 70

FUNDS AVAILABLE
CAPITAL PROJECTS  FISCAL YEAR



"BUDGET FORECASTING"MODEU

*** ACTUAL DOLLARS IN MILLIONS ***

JAN 83 DEPT OF REVENUE ESTIMATES

OPERATING BUDGET AT SPENDING LIMIT

SPENDING LIMIT INCREASES 10% PER ANNUM

SURPLUS SPENT ON CAPITAL"™" -

INFLATION 7% PER ANNUM

DIVIDENDS GO TO ALASKA ENERGY"DIVIDEND FUND oo i
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

FISCAL TOTAL OPERATING-CAPITAL" mmDEBTZ FUND TOTAL "UOR" 7? ANENT FUND " FOR GF"BAL
YEAR REVENUE INTEREST REVENUE BUDGET BUDGET SERVICE DIVIDENDS BUDGET  DEFICIT FUND END OF YEAR OF$ 0 MIL
1983 . 3790 88

1984 2703 " " 370 " "30/2 ... 1987 ... /70" 167 23b 31bi - -88 - 4321 u 0
1985 2775 389 3164 2185 546 164 268 3164 0 4892 0 0
1986 3029 < 422 3451 2404" ° 380" 163 304 . 3451 0 " 35327 ....... "0 0
1987 3112 456 3568 2644 415 1 342 0 6222 0
1988 "3456 - _....499°" 3=n4 "2909 .. 481 7 78, "385 "'*§§§ﬁ 0 boya -8 0
1989 3540 540 4080 3200 250 190 430 4080 00 7860 00 00
1990 3300 - 580" ""3870"" <3520 - 0(r  -wggqn 480 - -4190 -320 8750 " 200" 320 ;
1991 3000 620 3620 3870 00 180 540 4580 -960 9650 00 960
1992 2890 " ... 670 *3560 -"4260 00" wm"160 -  "590 -.-5000""  "*-1440°=  106U0 ““ 00 * *1440
1993 2700 740 3430 4680 00 160 650 5490 -2050 11570 00 2050
1994 2610 e -810" -—-—- 3420" 5150 00+~ 130" " 700 *5990 -2560 " T259U" 00 2560
1995 2520 8§8 3390 56 70 00 130 760 5588 -3170 13650 00 3170
1996 2380 " T v 3330" 6240 - -00°* 120 *83U " -3850 14/bi* ... 00 3850
1997 2440 1030 3470 6£60 99 80 890 . 7830 -4360 15950 00 4360
1998 2510 12T eec gg30ec m7540 7 " 60 970 **8570" 4940  * *17210 00 4940
1999 2660 1210 3870 8300 00 40 1040 9380 -5510 18570 00 5510
2000 2800 * " 1310"....4110" "9130 *00"....""30 1120 10280 -6170 20040 00 6170

TOTAL 48410 12590 ——- 61000 80550 3050 2300" "10550 96440 =35440 ~ - 35350°
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FISCAL
YEAR

1983
19 86
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

TOTAL

STATE" OF ALASKA 4
LEGISLATIVE T<tNANCE WORKING "DOCUMENT™
BUDGET FORECASTING MODEL

-***-FY 1984 DOLLARS FN "MILLIONS****

JAN 83 DEPT OF REVENUE ESTIMATES ~ ....

OPERATING BUDGET AT SPENDING LIMIT

SPENDING LIMIT INCREASES 10Z"PER“ANNUM®

SURPLUS SPENT ON CAPITAL

INFLATION 7Z PER ANNUM

DIVIDENDS GO TO ALASKA ENERGY DIVIDEND FUND
PERMANENT FUND INFLATION-PROOFED

PERMANENT FUND EARNS 12Z PER ANNUM

GO BONDS PER ACRES JAN 83~SUS1ITNA “FINANCING "PLAN"

‘PERMANENT *® "SURPLUS ----—-- PERM=-

TOTAL OPF JATING CAPITAL DEBT FUND TOTAL OR ANENT

REVENUE INTEREST"REVENUE" ""BUDGET BUDGET" "SERVICE""DIVIDENDS BUDGET DEFICIT FUND
.......... 3/lyo’
2703 370 3072 1987 770 167 236 3161 -88 4321
2594 364  -------- 2957 2042 M e 154" ZM 2957 0 4572"
2645 369 3014 2100 507 3&% 265 3014 0 4832
2540 " 372 " e 2913 ' *2159" ' " 3397 zly 29173~ = 0" ““5079"
2636 380 3017 2219 67 137 294 3017 0 5338
2520 = " o"390 -~ 291(1" "m- 2280" -180" wo' ""v310 2910 uu 5610°
2200 380 2580 2350 00 130 320 27 9C -210 5830
1870  ...... 380 *™ ""2260" " 2410 "Too™ "™ "110"" 330 2850 -bUU 6010
1680 390 2070 2480 00 90 340 2910 -840 6170
1470 400 ™" ""1870" " "2550°<" 00" e -"90" 33U ' 2990 ..-1120""T L. 6"290"
1330 410 1740 2620 00 70 360 3040 -1300 6400
1190 420 " 16.10 2690 do 60 360 3120 -1500 ..... 6490"
1060 420 1400 2770 00 60 370 3190 -1710 6560
1010  -..-. 430 " "'1440" "2850"" 00 30 "370 3250 -1810 6620
970 430 1410 2930 00 20 370 3320 -1920 6670
960 "440 1400 3010 00 10 380 3400 -2000 6730
950 440 1390 3090 00 10 380 3480 -2090 6790

30330 6800 37130 42520 2680 155U 5580 52320 -15190

"GENERAL
FUND

CcCoooo

00
00
ou
00
00"
00
00
00
00
00
00
00

'SB"7.C|

REVENUE" REQ
FOR GF BAL
END- OF"YEAR"OF$ -——-- O'MIL"

210
600
840
'1120
i3C0
1500
1710
1810
1920
2000
2090

15100



Department Of Energy

Alaska Power Administration
P.O. Box 50
Juneau, Alaska 99802 March 2 1983

FOR SENATE STATE AFFAIRS COMMITTEE
HOUSE STATE AFFAIRS COMMITTEE
THIRTEENTH ALASKA LEGISLATURE

I had opportunity to listen to presentations at the Committee hearings
on March 1, and wanted to offer some personal observations on the WPPSS
experiences and natural gas pricing issues.

1. WPPSS

Ms. Titmuss®™ presentation was excellent, and the following notes are
intended only as additional Information.

WPPSS initiated its nuclear program at a time in history when the

nuclear outlook was exceptionally rosy. Cost experience in the industry
up to that time was exceptionally good and most were forecasting incredibly
low cost power from nuclear over the long term. Some have said that the

low cost was partly due to government and industry subsidies of the
first generation of nuclear plants.

WPPSS attempted to implement its program during a time of: rapid evolution
of the nuclear regulatory function; rapid escalation of costs for nuclear
facilities; unprecedented Inflation; and unprecedented costs for borrowing
money .

The situation was complicated by poor performance in the PNW economy,
which is quite well documented in various sources. A large part of the
reduction in estimates of power requirements is directly related to
recession or near depression-level economy.

These factors would have infant long delays of completion for projects
and high increases in co3ts even if management was the very best.

It could well be that the largest problem for WPPSS was its failure to
scale back its program, early on, when it encountered the above problems.

My point is, the initial assumptions of the 1960"s under which the
hydro-thermal program was initiated were probably pretty good. However,
hindsight shows WPPSS wasn®"t able to make the necessary adjustments over
the years as the conditions changed.



Many other power entities went into the 1970 % with similarly ambitious
construction programs. Most underwent some rather painful adjustments
to the new realities, but most were able to make the necessary adjustments.

In relating the WPPSS experience to Alaska, it may be useful to also
explore how some of the other power companies handled the adjustment
period. It would also seem important to maintain some sort of distinction
between the nuclear and water power technologies.

The WPPSS experience occurred during a period of rapid evolution of
nuclear generation techology- particularly on the design criteria
necessary to minimize risk to failure. That situation carries with it a
high risk of cost increases and delay. There just should not be com—
parable risks to the hydroelectric projects which involve very mature
technologies.

2. GAS PRICING

These are just a few thoughts based on the history of natural gas pricing
assumptions in Alaska.

Generally, the period 1960-1973 was one in which most people assumed
that Cook Inlet gas would be available at very low cost to meet con-—
ceivable instate needs, including electric power. Many studies assumed
a future price to the year 2000 of 15 cents per million Btu.

Direct results of this gas assumption that I can recall include:

Conversion of coal-fired plants (utility and military) 1in the
Anchorage t"rea to gas and closure of the Matanuska coal mining operations.

Cancellation of the Central Alaska Power Pool (CAPP) plans to
Interconnect Anchorage and Fairbanks with power Lo come from coal-fired
plants at Sutton and Healy (GVEA did complete the northern part of this
system).

Deferral of construction start on Bradley Lake in 1964 at a time
when power cost was estJmated at 11 mills per kWh.

Lack of interest in pursuing Susitna. (Susitna originally proposed
for authorization in 1960.)

I can recall specifically that the 15-cent gas assumption was used in
the 1969 FPC Alaska Powe™.r Survey and 1971 Corps of Engineers final
report on Rampart.

There was really not much significant work on alternative power plans
(other than natural gas) for Cook Inlet power systems between 1962 and
1973.



3

Thus the key theme of the "history"™ is that everyone was way off base on
the gas price issue up to about 10 years ago, with the apparent result
of foreclosing a series of important alternatives that probably would
have been constructed if there had been a better understanding of future
gas prices.

Obviously, it doesn"t do much good now to second-guess the decisions of
the ™0"s. However, it is important to use the historical perspective
as a guide to the decisions next to come.

\
In that light, while 1 give a great deal of credit to people like
Ericksen and Gorsuch for advocating their beliefs that future oil and
gas prices will be much lower than assumed in most of the recent studies,
I suggest there is high likelihood that their most recent gas pricing
estimates are way too low..

The potential for error based on pricing assumptions is immense. One
example is Prudhoe Bay. Up thru the final debates on permitting con—
struction of the Trans Alaska pipeline, many eminent economists were
convinced the wellhead value at Prudhoe was either zero or negative.
Those people were off by at least $200 billion.

The biggest potential for error would be to shelve all the alternatives
based on the latest trend in world oil prices. In that regard, it mukes
a lot of sense to proceed with those actions on Susitna which would put
the State in a position to build the project if and when the decision to
build is made.

3. RECAP
The above notes are offered as personal views.
1"d like to add that the periodic, careful review of major programs,
such as your Committees are now doing, must be one of the very good ways

of assuring best possible results and avoiding unpleasant consequences.

I1"d like to compliment the Committees and your staff for the thoroughness
of their reviews.

Sincerely,

/

Robert J. Cross
Administrator
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Mvisory Council Meanbers
Senator Kerttula, Chairman
Senator Bennett
Senator Vic Fischer
Senator Fahrenkarmp

"lasKk Jiiate j

Pouch V
State Capital
Juneau, Alaska 99811
Phone:  (907)465-3114

SENATE ADVISORY COI NCIL

MEMORANDUM

TO: Nancy Lord
Senator Vic Fischer®s Office

FROM: David Roger
Senior Advis

DATE: March 4,

1983

RE: 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.



ALASKA

SENATE STATE AFFAIRS COMMITTEE
SENATOR VIC FISCHER, CHAIRRMAN (907) 465494

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: 1interim financing
-- all participants, incl”ding OMB and representatives of the

cities of Petersburg and Wrangell: Tyee -- case study of a project

* Kk x

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
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 1is the $5.2 billion cost estimate? How do different
Susitna dam configurations compare with Watana/Devil Canyon? How have
recent developments 1in 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, 7in 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: 1its 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, 1if 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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February 26, 1983
Testimony of Earl Finkler, Director of Planning, CSM

Whatever the ultimate disposition of the Susitna project and

the extent of State financing, it is very important to frame

actions and subsidies in a State-wide context. Our firm has

worked on energy projects and energy conservation in many areas

of Alaska, but we would like to emphasize the need for comprehensive
State action to help solve the critical rural energy problem.

A study by the Institute of Social and Economic Research projects
that by 1988 the proportion of cash income spent on fuel oil

and electricity will rise from 29 percent (in 1978) to 4Q_percent
for rural Native households.

With energy expenditures consuming almost half of the cash income,
it will be very difficult, if not impossible, for rural Native
communities and the rural areas in general to survive.

Residents of the busn are already payingmore for bothelectricity
and heating, but using less of each resource.

Now, while the State still has a fairly healthy capital budget,
there 1is time to do something very meaningful regarding the rural
energy problem. The recent draft of the State Energy Plan notes the
great potential and high paybacks of conservation.

Our experience in rural communities such as Anaktuvuk Pas.u shows
the great potential of conservation - even with the underfunded
home energy audit and retrofit progranm. By combining the state

program with North Slope Borough contributions, we were able

to achieve 100 percent implementation of energy audits, compared
to 30 or 40 percent state-wide. We estimate 10 year energy

cost savings of almost $240,000 for some 70 homes. In addition,
about one-fifth of the total project budget went for local hire

wages, local people trained and paid for energy retrofit work.

Between conservation, improved fuel storage and delivery and
carefully planned alternate energy systems, it would not be
difficult to estimate that a major stateprogram approaching
the scope of a Susitna could make a realdifference in rural Alaska.
In addition to reducing energy costs, the program could also
hire great numbers of local people, develop local industries

and reduce or eliminate the need for endless fuel and electricity
subsidies.

CONSTRUCTION SYS5TEMS MANAGEMENT INC.
902 WEST INTERNATIONAL AIRPORT ROAD ANCHORAGE. ALASKA 09502 (307)276-3033



26 February, 1983

Honorable chairman and members of this committee;

It is my opinion that you have the good fortune of being in a position

to avoid a multi-billion dollar mistake. Ply rejecting the Susitna Hydro

Project as presently designed you will be wisely recognizing the present

facts.

1. The supposed need for Susitna is based upon the development of
the Alaska Highway Gas Pipeline. Because of present economic
conditions this gas line will probably not be built.

2. The supposed need for Susitna is also based upon a major o.il
refinery being built in Valdez. This project will most likely
not be built.

3. The supposed need for Susitna is also based upon the assump-—

tion that State Capital spending will continue to increase.
Thi3 is not likely to occur since state oil revenues are fall—

ing precipitously.

4. The feasibility study conducted by Acres American for the Alaska
Power Authority concludes that in light of world economic
changes, Susitna should be rejected. Natural gas fired gen—
eration of electricity will be cheaper than Susitna well into

the next century.

During your hours of deliberations 1 sincerely hope you will con—
tinue to go over these compelling facts and reach the wise decision to
avoid the mistake of Susitna. Thank you for this opportunity to

express my views.

Sincerely

Stephen R. Piper
0 Craig drive

achorage, Ak 99574



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

PREFACE: This 1is 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 1 believe our 0CS
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 riseby about $200
million a year ( in 1983 dollars ) - just as Prudhoe Bayrevenues will be
going into significant yearly decline. The yearly deficit increases from

0CS might total nearly $1 billion by then.

Normal state 1income covers less than 15% of expenditures, with thedeficit 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 1income falling.

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 1is 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 1is a large, rotating pool of newcomers looking for a better life and better
opportunities here. The number 1is 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 1is 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 1in any event.

There 1is 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.

page 2 of 3 pages
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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
for hundreds of years. Coal could be tapped incrementally as
and what would be the effect if the total cost of subsidizing
account in making a comparison ? And, would every rate payer
Susitna, be given a monthly cash rebate on his energy bill to

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

Anchorage,
February 26, 1983
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M ATAN'USKA ELECTRIC ASSOCIATION, Inc.

P.O. BOX 714£<
TELEPHONE

PALMER, ALASKA 99645 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 aailability; and

WHEREAS, hydro power is by far the most viable energy source,
and s 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 ,™ record as being iIn 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
imediately.

CERTIFICATION

I, Phil O"Neill, do hereby certify that | 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 2ist day of April, 1982; that a quorum was
present at the meeting; that the resolution s set forth in the minutes of the
meeting and has not been rescinded or modified.

IN WITNESS WHEREOF, 1 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)

ALASKA'S FIRST REC—INCORPORATED 1941-ENERGIZED 1942
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P.O. BGX 429 * HOMER, ALASKA 99603 a (907) 235-8551

February 28, 1983

Senator Vic Fischer

Alaska State Senate

State Capitol

Pouch V

Juneau, Alaska 99811

Dear Vi-s:

Thank you for the opportunity to speak before the Senate State Affairs
Committee on February 26.

You specifically asked for a copy of my letter to the Alaska Power
Authority outlining our position on Susitna. Attached 1is a copy of that
letter dated January 24, 1983.

I would like to reiterate that the two primary criteria for Homer Electric
commitment to Susitna are:

1. We can have reasonable assurances that the coat of power from
Susitna is comparable "0 costs of power from other generating
sources initially, ard lower than other power sources over the
life of the project, and

2. Bradley Lake 1is not sacrificed for Susitna - We need Bradley
Lake before Susitna.

If the Legislature (or Administration) adopted a Financing Plan, the Alaska
Power Authority could calculate the cost of power from Bradley Lake and
from Susitna. With that information it appears logical that Homer Electric
could consider signing a contract for power, assuming that Financing Plan

was met. Perhaps, 1if the utility signed contracts for power contingent
upon a particular financing plan, it might help assure the State would not
change that Plan in future years. In all honesty, however, J am not sure

how legal a contract like that might be.

Again, thank you for lettingme speak before your committee. I look
forward toworking with you.

Sincerely yours,

HOMER ELECTRIC ASSOCIATION, INC.

tS.

B. Kent Wick
General Manager

BKW:em
Encl.
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JHLoxtfilvZX" Electric Association, INncC.

P.O. BOX 429 » HOMER, ALAS5KA 99603 * (907) 235-8551

January 24, 1983

Mr. Eric Yculd

Alaska Power Authority
334 West 5th Avenue
Anchorage, Alaska 99501

Dear Eric:

Dave Hutchens of ARECA requested the following information be forwarded to
you immediately.

We ar<= in the process of preparing a new Power Requirements Study which
will give us a good picture of future load projections. In the absent e of~
this updated Study, | am somewhat reluctant to give load projections beyond
what 1is presently contained in the various Power Authority studies for the
Intertie, Bradley Lake and Susitna.

Loads which we have experienced plus 198:1 expe- cations are:

Year KWH Sales KW :-e,
1980 267,000,000 58,453
1981 292,000,000 61,162
1982 323,000,000 62,831
1983 340,000,000 66,000

Homer Electric supports the Susitna ?ower Project aG long as:

a; The Bradley Lake Project 1is built in accordance with the
present Alaska Power Authority schedule (First Unit: on line -
1987);

B; The Susitna Project is feasible and ti.e cost of power from it

is lower than alternative costs of power from the blend of
other generation sources during the life of the project;

c> Prudent engineering and reliability standards are met;

Dl Reasonable environmental concerns are resolved.

If the conditions set forth in the preceding paragraph are met, then Homer
Electric would consider purchasing power from the Susitna Project.

Sincerely yours,

ROMER,,ELECTRIC ASSOCIATION, INC.

General Manager

BKW:cm
cc: ARECA
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FROM - MARCIE, ANC INFO TO: JUNEAU INFO

TARGET LJHI. SUEJ: MESSAGE FOR SENATOR FISCHER’S STAFF

ox«*#* A~ TENT1ONxx* x> *XPLEASE CALL FOR [IMMEDIATE PICK UP™#*¥#k (¥ % 5 «** X
TO NANCY LORD OP DAVID DYE, SENATOR FISCHER®S STAFF 465-495-1
FROM: MARC IE, ANCHORAGE INFCJ

PER INSTRUCTIONS FROM NANCY LORD, 1 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 IIMF TO TESTIFY
0) NOTES

THE LIST FOLLOWS:
2/22 JEFF EUSTIS {"SELF>, 033 CAMBELL ST., ANC 99501
«337-1616 M, -276—-4244 W, 5-7° MINUTES, ? AM

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

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

v/ 2/23 LEE WOREHAM (CO-CHAIR, SUSITNA POWER NOW), 949 EAST 36TIl AVE,
ANC 99501 , 688 25.40 H, 264 7001 W, 5-10 MINUTES, 10 AM

2/23 1Z GILBERT (CHIJGACI I-ELECTRIC PRD. |, SUSITNA NOW), 8341 PIONEER
DRIVE, ANC 99504, 337 7432 '= 264 7394 W, 5 MINUTES,/ 10 AM

"m"2/23 NANCY- LEE .GBK.F), 2420 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
Long distance,from emckinleyd

7/23 WAYNE BECKWITH (ANC CHAMBER OF COM), 6601 ROUNDTREE, BRA 42,"
ANC+99507, 349-6007 W 6 H, 6 MINUTES, 10:30 AM
| n ii 1,/L.iV:m n SNt Y. 1 - - A
2/24 KENT WICK (GEN MNG, HOMER ELECTRIC ASSOC), BOX 429,HOMIER 99603,
235- 8249 1N, 235-8511 W, 3 MINUTES, 9 30 AM

2/24 DUD!) GOODYEAR (MATANUSKA ELECTRIC" ASSOC), BOX 1148,. PALMER 99645"",
736-431 1 H, 745-3231 W, 10 MINUTES, 10:30 100 AM (THIS NAME
SENT ON OMNI FROM MAT-3U 110 - HE WOULD LIKE TO KNOW WHAT SPECIFIC
TIME LIE CAN TESTIFY NOTIFY MAT- SU LI1O AT OMNI «ADDRESS LAXXM AND
THEY WILL CALL HIM,

2/24 MICHAEL P. KELLY (CEN ZINR., GOLDEN VALLEY ELECTRIC) , BOX 1249,
FAIRBANKS 99707, 454-7033 Il. 452-<15Ff W> ANC CONTACT X Zra "735,
LENGTH- OF TESTIMONY UNKNOWN, BEFORE 1 PM (THIS NAME CAME FROM
FAIRBANKS L10 - NOIE FROM OMNI FOLLOWS "MR, KELLY WAS INVITED
<0 TESTIFY BY SEN. FISCHER. HE WOULD VERY MUCH LIKE TO TESTIFY
AS EARLY AS POSSIBLE AS HE HAS A RETURN PLANE RESERVATION AT
2MO0 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
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FEB. 24 SCHEDULE

There are two changes in today"s schedule
1 Gov. Sheffield will lead off.
2. The D Law ism&Tprepared to testify on interim financing.

m<
avis sout of tomn.) Instead, Tom Singer and Gregg Erickson will present

short paper on the subject.

it woulld be a good idea to try to keep to the folloving schedule so that
we get through the entire agenda today.

ram/ Gov. Sheffield — n
< m (Com. Lyon may have something to add. He should be asked if he does.)
IL% Eric Yould -
r t:30 Emie Mueller
3100 Willian Wakefield

3:30 "~Tom Singer/Gregg Erickson

_ ‘e N LD)jartmy

4:00 Tyee— all participants plus C&orge“Matz (OI\[IBI), Rid\a_rc_léffnde[!gof_ler | {
(Petersburg), and so neone from Wrangell ().

You may wish to take a stand-up-and-stretch break between
Mueller and Wakefield.

For the last part, on Tyee, each participant should be asked

to comment on the situation there-- why it happened and what it
means. After their statements, questions could be addressed 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 iIn the Alaska Power Authority"s (APA'S) present
financial independence. While the state has appropriated $382
million for Tyee project, the APA has borrowed $50 million more
— on its omn. This loan comes due In 19 months. At present there
IS no ciear indication of where the money will be found.

In i1ts 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 iIn 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 #ronclad
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*
funds appropriated but not yet disbursed from the treasury are
beyond the lenders reach, iIn which case the APA may have
virtually no "general assets' apart from the uncompleted projects
i around the state. This is an Important legal point, which the
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A-torney General will undoubtably investigate iIn due course.

Lenders, of course, are not likely to be very interested iIn
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 lcan. The state iIs iIn 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 iIs 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 1t is willing and ale, to come to
the rescue, even when not legally bound to do <o.

Implicefcions for the Susitna Project

These facts raise questions about legislative intent and
accountability. Did the legislature intend that the APA obligate
Its ""general assets” (l.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 llustrated 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 iIts financial actions
have tremendous impact on the state"s financial condition.
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Answers to the following questions should help the
legislature iIn iIts 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™ 1is secured by their "‘general assets” and what is
covered 1/ that term?

2. Did the f! _axcial advisors, Bankers Trust Company, and
the APA consider the state treasury to be the real security
for the Tyee loan? If so0, why?

3. What are the current prospects that long-term revenue
bonds for the project v.an be sold before the October 1, 1L™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
inCrease.

The state can undoubtedly cover a $0 million loen. 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 iInterests 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 th)i rd 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 $0
million “Letter of Credit” to repay the loan If necessary.

2. The security, pledged equally to repay the 103n, is (1) the
project and Its revenues, (2) any unspent portion of the short-
term loan, () bond proceeds, (@ the full faith and credit of
the APA, and (B) "...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 loanagreement releases the APA from its obligation to
Issue revenue bonds if it ".._.has deposited iIn 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 iIf the price iIs 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 OMB and representatives of the
cities of Petersburg and Wrangell: Tyee - case study of a project

* k%

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 1is 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 1in 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 1is 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, 1in 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

* k%

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 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: 1its role 1in approving
contracts and rates

-- utility representatives who wish to address the issue

-- Office of Management and Budget: review of the SRl 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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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Georgians Sheldon, Matthew Holden, Jr.
and J. David Hughes.

Alaska Power Authority ) Project No. 3015

ORDER ISSUING MAJOR LICENSE
(l.sued August 5, 1981)

The Alaska Power Authority (APA) has filed an application
for license for its proposed Tyeo Lake Project No. 3015.
The project would be located on Tyee Creek approximately 40
miles oast-southeast of the City of Wrangell, Alaska near
the head of Brad field Canal and would occupy lands within
the Tongass National Forest under the administratin of the
United States Forest Service.

APA filed its application for license on December 19, 1979
and substantially revised it on Septombor 8, 1980. The
application was circulated for agency comment and given
publig notice. On Fobruary 26, 1980 the staff iosuod a Draft
Environmental Impact Statoment (DEIS) analyzing the proposed
project. After reviewing the comments submitted on the DEIS
and performing further analysis, the staff Issued a Final
Environmental Impact Statement (FEIS) on June 17, 1981.

Several agencies and groups have filed significant comments
on the application and on the DEIS. Their concornn are addronscd
below. No one has filed a petition to intervene in tho proceeding.

PROJECT DESION AND OPERATION

The Tyeo Lake project would consist of: (1) Tyee Lake
with a ourfaco area of 434 acron at normal water surface eleva—
tion 1,396 feet mllw: \J (2) an intnko structure at elevation
1,230 feet mllwi (3) an 8,300-foot long power tunnel; (4) a power—
house containing two 10,000-kW generating units with provisions
for a third unit; (5) a tallrace channel discharging into
Airstrip Slough; (6) a switchyard adjacent to tho powerhouso;
and (7) a 42-mile long, 115-kV transmission system to tho
Wrangell Substation. Thore is no dam or nplllway proposed as
part of tho pioject. A more detailed project description is
contained 1in ordering paragraph (B).

17 ALl elovaliono rofer to mean lower low water (mllw)
~ datum whore mllw equals moan son level minus 0.0 foot.

O hefe® CVyee”

Project No. 3015 -2-

Except for a 400-kW and a 1,600-kW hydroelectric unit
owned by the Petersburg Municipal Power and Light Company,
the Wrangell-Petersburg areas power requirements are
supplied by diesel units. The generating capacity of the
proposed Tyee Lake Project, or additional capacity would be
required to meet the forecast peak electric energy demand
and reserve requirements of the area in 1987.

The Tyee Lake Project would be operated together with
the existing hydroelectric units, to generate all the energy
requirements of the Cities of Wrangell and Petersburg through
the year 2000. 2/ Existing diesel capacity would be maintained to
provide standby emergency capacity only. Tyee Lake Reservoir
would have a potential operating range from elevations 1,396
to 1,250 feet, which would provide an active storage of
52,400 acrc-feet. The reservoir would be operated to store
runoff during the summer months and to release regulated
flows for power generation throughout the year.

SAFETY AND ADEQUACY

Flows 1in excess of those that can be used by the generating
units will pass through the natural outlet of Tyeo Lake.
The proposed 115-kV project transmission system leading from
the Tyee Lake Powerhouse to the Wrangell Substation would
have sufficient capacity to transmit the rated generating
capacity of the project. The powerhouse would be founded on
rock and would be safe against natural hazards of floods and
earthquake.

An approximately 6,000-foot-long span of transmission line
conductor would cross Eagle Bay along Bradfield Canal about
770 feet abovo the surface of tho bay. APA reported that the
Eagle Day air corridor 1is actively used by aircraft in tho
region. An overhead span would therefore pose a potential
hazard to aircraft from tho Eagle Bay span. The Department of
tho Interior recommended that tho overhead span not bu used.
APA atatud that tho span would be marked with brightly colored
markers in accordance with Fodoral Aviation Administration
guidelines and that announcements would be made describing
tills span and its location would ho noted on air navigatlIM
charts. Any portion of tho transmission lino which presents
hazards for aircraft should bo made plainly visible and should
comply with USFS requirements. Article 44 requires APA to
conduct a study of tho project transmission lino including
its effects on aircraft safety.

~7/ ffio propose"!!""project wfth*Tts annual generation of
133,000 Mwh will utilize a renewable rosourco that will cave
tho equivalent of approrlmatoly 245,500 barrols of oil per year.



