
ALASKA LEG ISLATURE (JUMM1 T IL L  F I L E S l y S ^ - i y S b 8 b / Z
3581 HRES HCR 18 - HCR 29 _____ -TS'? _



sg

CERTIFICATION

I, the undersigned, an employee of the State of Alaska, do hereby certify 

that the microfilm images on this microform are accurate reproductions 

of the original records of the State of Alaska as accumulated during the 

regular course of business, and that it is the established policy and practice 

of this State to microfilm its records and to dispose of the original records 

after microfilm reproductions have been made.

V s /n
Date

-519 (REV  8/78)





SOCKEYE SALMON ESCAPEMENT GOALS FOR SELECTED BRISTOL BAY AREA R I V E R S 1

To: H o u s e  R e s o u r c e s  C o m m i t t e e  Files

From: J anet Fries, C o m m i t t e e  A i d e

Date: A p r i l  3, 1985

R I V E R ___________________________198 2/ 1 9 8 3 _____________________ 1984/1985

K v i c h a k  2 , 0 0 0 , 0 0 0 2 10,00 0 , 0 0 0

N a k n e k  8 0 0 , 0 0 0  1,000,000

I g u s h i k  1 5 0 , 0 0 0 3 200,000

W o o d  8 0 0 , 0 0 0 3 1,000,000

N u s h a g a k  4 0 . 0 0 0 3 50, 0 0 0

E g e g i k  6 0 0 , 0 0 0  1 , 000,000

U g a s h i k  .500,000 700,000

1. Source: A D F & G  A n n u a l  B r i s t o l  B a y  M a n a g e m e n t  R e p o r t s  to the B o a r d  of

F i s h e r i e s  1982 and 1984. D a t a  p r e s e n t e d  in n u m b e r s  of fish. T h i s  table 

is i n t ended to p r e s e n t  the i n c r e a se s  in e s c a p em e n t  goals, only. M o r e  

d e t a i l e d  a n a lyses of e s c a p e m e n t  goals, total run size, harvest, etc., 

f or s e le c t e d  rivers can be f ou n d  a t t a c h e d  to the A D 7 & G  letter d a t e d  

M a r c h  29, 1985, in y o u r  packets.

2. T h i s  wa s  l a t e r  r e v i s e d  to 4 , 0 0 0 , 0 0 0  for 1982.

3. E s c a p e m e n t s  for 1983 w e r e  l ater revi se d  to 1984 levels.
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BILL SHEFFIELD, GOVERNOR

D E P A R T M E N T  OF FISH A N D  GA ME

OFFICE OF THE COMMISSIONER

P.O.BOX 3-2000 
JU N E AU . A LA S K A  99802  
PHONE: 1907} 465-4700

M a r c h  29, 19 8 5

T h e  H o n o r a b l e  A d e l h e i d  H e r r m a n n  
A l a s k a  S t a t e  H o u s e  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  H e r r m a n n :

S h o r t l y  a f t e r  y o u  i n t r o d u c e d  H C R  18, y o u  a s k e d  t h e  d e p a r t m e n t  to 
p r o v i d e  y o u  w i t h  s o m e  i n f o r m a t i o n  o n  B r i s t o l  B a y  e s c a p e m e n t  
g o a l s .  E n c l o s e d  a r e  a n u m b e r  o f  i t e m s  a d d r e s s i n g  t h o s e  g o a l s .  
T h e  t w o  s i n g l e  p a g e s  l a b e l e d  A P P E N D I X  C a n d  t h e  t h r e e - p a g e  l e t t e r  
d a t e d  M a y  2, 1 9 84, w e r e  p u b l i c  h a n d o u t s .  A d d i t i o n a l l y ,
e s c a p e m e n t  g o a l  r e v i s i o n s  w e r e  d i s c u s s e d  a t  t h e  l a s t  t w o  r o u n d s  
o f  a d v i s o r y  c o m m i t t e e  m e e t i n g s  h e l d  t h r o u g h o u t  t h e  b a y  a n d  a t  t h e  
l a s t  t w o  B o a r d  o f  F i s h e r i e s  m e e t i n g s .  T h e r e  w a s  a l s o  a t  l e a s t  
o n e  n e w s  r e l e a s e  b y  K a r e n  Le w ,  o u r  P u b l i c  C o m m u n i c a t i o n s  
S p e c i a l i s t .

I b e l i e v e  m o s t  o f  the p u b l i c  c o n c e r n  r e l a t e s  to  e s c a p e m e n t  l e v e l s  
i d e n t i f i e d  f o r  t h e  K v i c h a k  R i v e r .  A s  y o u  k n o w ,  t h e  A l a s k a  
D e p a r t m e n t  o f  F i s h  a n d  G a m e  (ADF&G) has, s i n c e  S t a t e h o o d ,  m a n a g e d  
t h e  K v i c h a k  as a f i v e - y e a r  c y c l i c  s y s t e m  w i t h  p e a k  y e a r  (1960, 
1965, 1970, 1975 a n d  1980) e s c a p e m e n t  g o a l s  o f  a b o u t  14 m i l l i o n ,  
p r e p e a k  e s c a p e m e n t  g o a l  o f  6 m i l l i o n ,  a n d  t h e  3 " o ff" y e a r  
e s c a p e m e n t  g o a l s  o f  2 m i l l i o n .  U s i n g  t h i s  a p p r o a c h ,  t h e  
e s c a p e m e n t  g o a l s  f o r  1 9 8 4  w o u l d  h a v e  t r a d i t i o n a l l y  b e e n  6 m i l l i o n  
a n d  f o r  1985 w o u l d  h a v e  b e e n  14 m i l l i o n ,  t o t a l i n g  20 m i l l i o n  f o r  
t h e  t w o  y e a r s .  H o w e v e r ,  m o n i t o r i n g  o f  v a r i o u s  b i o l o g i c a l  
p a r a m e t e r s  s u g g e s t e d  t h a t  19 8 4  w o u l d  b e  a v e r y  s t r o n g  r u n  to  t h e  
K v i c h a k  a n d  t h a t  1985 m a y  n e t  b e  o f  " p e a k - c y c l e "  m a g n i t u d e .  
T h e r e f o r e ,  w e  p r o p o s e d  t o  t h e  p u b l i c  a n d  B o a r d  o f  F i s h e r i e s  t h a t  
w e  i n c r e a s e  e s c a p e m e n t s  in 19 8 4  f r o m  6 t o  10 m i l l i o n  a n d  r e d u c e  
e s c a p e m e n t s  f r o m  14 t o  10 m i l l i o n  in  1985. T h i s  w o u l d  a l l o w  
h a r v e s t s  o n  b o t h  y e a r s  a n d  p r o v i d e  s u b s t a n t i a l  b e n e f i t s  t o  
f i s h e r m e n .

T h e  1 9 8 4  r u n  t o  t h e  K v i c h a k  w a s  e x t r e m e l y  s t r o n g  (22.8 m i l l i o n )  
as a n t i c i p a t e d .  O u r  e s c a p e m e n t  w a s  10 . 5  m i l l i o n ,  w h i c h  a l l o w e d  a 
12.3 m i l l i o n  h a r v e s t  f r o m  t h e  K v i c h a k  R i v e r .  T h e  19 8 5  f o r e c a s t  
f o r  t h e  K v i c h a k  R i v e r  is s t i l l  b e i n g  p r e p a r e d ,  b u t  w i l l  p r o b a b l y
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t o t a l  12 to 14 m i l l i o n ,  w h i c h  s h o u l d  p r o v i d e  f o r  a m o d e r a t e  
c o m m e r c i a l  h a r v e s t  w i t h  a n  e s c a p e m e n t  g o a l  o f  10 m i l l i o n ,  b u t  
w o u l d  r e s u l t  in no  h a r v e s t  if w e  w e r e  t o  go  w i t h  t h e  m o r e  
t r a d i t i o n a l  14 m i l l i o n  e s c a p e m e n t  g o a l .  O b t a i n i n g  a 10 m i l l i o n  
e s c a p e m e n t  l a s t  y e a r  a l l o w s  us t o  d r o p  t h e  1985 e s c a p e m e n t  g o a l  
f r o m  14 t o  10 m i l l i o n  w i t h  n o  n e t  d e c r e a s e  in e s c a p e m e n t s  f o r  t h e  
t w o  h i g h  p r o d u c t i o n  y e a r s  o f  1984 a n d  1985.

M y  d i s c u s s i o n  h e r e  is a r a t h e r  s i m p l i f i e d  v e r s i o n  o f  t h e  m a n y  
h o u r s  o f  c o n s i d e r a t i o n  b y  m y s e l f  a n d  n u m e r o u s  b i o l o g i s t s ,  as w e l l  
as m e m b e r s  o f  t h e  p u b l i c  t h r o u g h  t h e  a d v i s o r y  c o m m i t t e e  a n d  B o a r d  
o f  F i s h e r i e s  p r o c e s s .  T h e  e n c l o s u r e s  s h o u l d  d e s c r i b e  t h i s  m a t t e r  
in  m o r e  d e t a i l .

R e g a r d i n g  H o u s e  R e s o l u t i o n  No. 18, t h e  B r i s t o l  B a y  s t a f f  w o u l d  
w e l c o m e  p u b l i c  i n p u t  o n  e s c a p e m e n t  g o a l s  f o r  t h e  K v i c h a k  R i v e r  in  
1986 t h r o u g h  1988, t h e  n o r m a l  " o ff" c y c l e  y e a r s  in w h i c h  w e  h a v e  
a t r a d i t i o n a l  e s c a p e m e n t  g o a l  o f  o n l y  2 m i l l i o n .  O u r  g e n e r a l  
f e e l i n g  is t h a t  t h i s  l e v e l  is t o o  low, b u t  w e  h a v e  n o t  y e t  
a n a l y z e d  t h e  d a t a  s u f f i c i e n t l y  t o  m a k e  s p e c i f i c  r e c o m m e n d a t i o n s  
f o r  i n c r e a s i n g  t h e s e  e s c a p e m e n t  l e v e l s .  A  s e r i e s  o f  p u b l i c  
m e e t i n g s  p r i o r  to t h i s  s e a s o n  w o u l d  p r o b a b l y  be p r e m a t u r e .  Due, 
h o w e v e r ,  to y o u r  a s s e s s m e n t  o f  l a c k  o f  p u b l i c  u n d e r s t a n d i n g  of  
e s c a p e m e n t  g o a l s  f o r  t h e  1985 s e a s o n ,  I w o u l d  l i k e  t o  s u p p o r t  
y o u r  i d e a  o f  u s i n g  t h e  p u b l i c  r a d i o  s t a t i o n  K D L F  to  i n f o r m  t h o s e  
m e m b e r s  o f  t h e  p u b l i c  w h o  w e r e  n o t  a d e q u a t e l y  i n f o r m e d  t h r o u g h  
o u r  h a n d o u t s  at  a d v i s o r y  c o m m i t t e e  m e e t i n g s .

S h o u l d  y o u  h a v e  a n y  q u e s t i o n s  r e g a r d i n g  t h e  e n c l o s e d  m a t e r i a l  o r  
s p e c i f i c s  as t o  w h a t  m i g h t  b e  i n c l u d e d  in  a r a d i o  s h o w ,  p l e a s e  
c o n t a c t  me.

D o n  W. C o l l i n s w o r t h  
C o m m i s s i o n e r

E n c l o s u r e s
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DEPARTMENT d iv is io n

Fish and Game Commercial Fisheries

BILL NUMBER SPONSOR

HCR 18 Herrmann
d e p a r t m e n t  p o s it io n

Favor with amendment •" i / •

PREPARED BY /  • DATE

Robert C. Clasby 3/22/85
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BACKGROUND/LEGISLATIVE INTENT
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The Division of Commercial Fisheries, recently started revising the spawning escapement goals 
for Bristol Bay salmon, which has- generated' some interest as to the whys and hows of the 
changes. , .. .• - . > . - - '■ -* » ,V -*I

- "v: v-••>*■ i f * r  .
■

■ ■ ■ : '

ANALYSIS O F  BILUPROGRAM EFFECTS - . „ •!- : • . -'v-' • • ■ • - o ' .  ,■• • • • 5 “
■ • • . r;; \>. ■■■. • - ' ' -

The resolution as written asks-that we hold, additional/public-information meetings on the 
revisions. As we have already-done this,,we.feel-any additional meetings would be.redundant. 
We have no objection to continuing holding meetings for the 1986 season. For more detailed 

information-

Change

BILL

Bristol Bay Commercial Fishermen

FISCAL IMPACT: & ] NONE

OTHER AGENCIES AFFECTED BY BILL

Unknown Unknown



D E P A R T M E N T  O F FISH A N D  G A M E
DIVISION OF COMMERCIAL FISHERIES 333 RASPBERRY R O AD  
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BILL SHEFFIELD, GOVERNOR

(907) 344-0541

May 2, 1984

Subject: BRISTOL BAY SOCKEYE SALMON SPAWNING ESCAPEMENT GOAL REVISIONS

From: Stephen M. Fried, Project Leader, Bristol Bay Salmon Research

The purpose of this notice is to provide a brief account and explanation 
of recent changes in desired spawning escapement goals for sockeye salmon 
stocks of the freshwater systems draining into Bristol Bay commercial 
fishing districts. Escapement goal changes were based upon information 
and recommendations from fishery scientists and managers participating in 
an interagency workshop held in King Salmon, Alaska, during January 1984.
In attendance were ADF&G research and management staff for Bristol Bay 
as well as representatives from the U.S. Fish & Wildlife Service, University 
of Alaska (School of Fisheries, Juneau), and University of Washington 
(Fisheries Research Institute). Some recommendations were modified after 
further discussions among ADF&G Area, Regional, and Headquarters staff, and 
a short presentation of escapement goal revisions was presented to the Alaska 
Board of Fisheries during their meeting in Anchorage, February 1984. The 
following is a summary of findings and recommendations.

During the early 1970's disastrously low returns of sockeye salmon to Bristol 
Bay caused a commercial fishing industry crisis. However, since 1975, sockeye 
salmon runs to Bristol Bay have increased enormously. Three factors appear to 
be responsible for the decline and subsequent recovery: high seas fishery 
interceptions were substantial during the 1960's and early 1970's, but were 
sharply curtailed in 1974 and again In 1978; ocean temperatures were 
below normal during the 1960's and early 1970's, but rose to average and then 
above average levels begining in the mid-1970's; increased spawning escapements 
were allowed into systems such as the Wood, Nuyakuk and Ugashik, which had 
previously been subject to overfishing. To maintain current high levels of 
sockeye salmon production, it is necessary to continually evaluate available 
information and revise management practices accordingly. Review and revision 
of sockeye salmon spawning escapement goals is an integral part of this 
procedure.

To determine spawning escapement levels which result in maximum sustained 
sockeye salmon production, historic data (1956-1978 brood years) was used 
to calculate the spawner-recruitment relationships for major Bristol Bay 
salmon stocks (i.e. the number of returning adults produced by different 
numbers of spawners). This allowed optimal goals to be set for seven systems: 
Ugashik, Egegik, Naknek, Nuyakuk, Wood, Igushik, and Togiak (Table 1).
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Insufficient information was available to warrent escapement goal revisions 
for three systems: Branch, Nushagak-Mulchatna, and Snake. Determination of 
a suitable long-term escapement goal policy for the Kvichak system, the 

greatest producer of sockeye salmon within Bristol Bay, awaits completion 
of contracted studies by investigators at University of Washington (F.R.I.). 
Past management of the Kvichak system has been based upon a policy of 
allowing cyclic escapements, rather than a single optimal level each year. 
Historic run size information available for this system follows a five year 

abundance cycle with low returns during three consecutive years (off-cycle 
years), a moderately high return during the fourth year (subdominant year), 
and the highest return during the fifth year (dominant year). In the past 

investigators felt that this abundance cycle was natural (i.e. inherent 
within the system) and set escapement goals to reflect this: a 2.0 million 
spawner goal for each off-cycle year, a 6.0 million spawner goal for the 
subdominant year, and the highest goal (8.0 million in 1965, 19.0 million 

in 1970, and 14.0 million in 1975 and 1980) for the dominant year . However, 
recent information from preliminary studies suggest that cyclic escapement 
goals may enhance, or actually cause, cyclic abundance patterns. Therefore, 
it may be possible to at least smooth out the cycle by allowing relatively 
high levels of'escapement into the system during several consecutive years 
(5.0 to 10.0 million spawners per year). This would have to be accomplished 
over a relatively long time period, since returns during off-cycle years 
would be low at first. Findings of studies by University of Washington 

investigators will not be available for Department review until sometime 
this summer. However, a goal of 10.0 million spawners has been adopted for 
the Kvichak system for 1984 since, even if Kvichak sockeye salmon stocks do 
cycle naturally, there is evidence that 1984 rather than 1985 may be the 
dominant year within the cycle.
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Table 1. Projected 1984 Bristol Bay sockeye salmon harvests based upon the 
pre-season forecast and revised escapement goals.

River Run Forecast 
System (Millions)

Spawning Escapement Goal 
(Millions)

Projected Catch 
(Mi 11 ions)

Kvichak 16.704 10.000 6.704

Branch 0.305 0.185 0.120

Naknek 2.982 1.000 1 .982

Total 19.991 11.185 8.806

Egegik 3.541 1.000 2.541

Ugashik 1.916 0.700 1.216

Wood 2.666 1.000 1.666

Igushik 0.837 0.200 0.637

Nuyakuk 1.560 0.500 1.060

Nush./Mulchatna 0.152 0.050 ; 0.102

Snake 0.017 0.040 0.000

Total 5.232 1.790 3.465

Togiak 0.453 0.150 0.303

Grand Total 31.133 14.825 16.331



NUSHAGAK DISTRICT SOCKEYE SALMON ESCAPEMENT GOAL 
REVISIONS FOR 1983 AND FUTURE YEARS (May, 1983)

Historically, Nushagak district has been the second most productive system 
in Bristol Bay, averaging a 5.0 million sockeye salmon catch for 20 years from 
1899 to 1918, 2.3 million for the following 30 years, and finally dropping to 
an 882,000 average in the 29 year period from 1949 to 1977 (Appendix C Figure 1). 
Total run statistics (catch and escapement) exhibited the same drastic decline 
in production. High sustained exploitation rates (up to 80%) in the early years 
of the fishery resulted in precipitious declines in production, and although 
the other districts in Bristol Bay have experienced a decline as well, it has 
been neither so distinct nor so drastic in nature as in Nushagak district.

In an effort to reverse the downward trend in Nushagak district sockeye 
production, larger escapements were provided by reduction in fishing time. The 
downward trend in force from the 1920's through the late 1950's were generally 
halted, and total run production was stabilized, but at a level well below that 
seen in the period of fishery development during the early 1900's .

Commencing in 1978 a remarkable transformation was experienced in Nushagak 
sockeye production, when 6.6 million fish returned, the largest inshore run 
recorded since the mid-1940's. The remarkable return in 1978 was followed by an 
equally strong return in 1979 (6.4 million), and in 1980 over 12.8 million sock­
eye returned to Nushagak district, breaking numerous long-held total run estimates, 
and establishing a record 8.3 million escapement to the district's river systems. 
Peak sockeye production continued in 1981 and 1982 when Nushagak district river
systems produced total returns of 10.6 and 8.0 million fish, respectively...

*

Since 1978, Nushagak district's sockeye average catch production has 
increased to 4.9 million fish, while the total run from 1978-82 has averaged 8.9 
million compared with the previous 20 year average (1958-77) of 2.3 million.
The recent five year total run average of 8.9 million sockeye is higher than 
any previous five year average in the long history of this fishery. Although 
it is apparent that exceptional survival conditions have greatly aided in 
boosting sockeye production in the last five years, increased and consistent 
escapements to major contributing Nushagak district river systems appear to be 
essential to increased and sustained production for this fishery.

In an effort to maintain the recent high production, it will be ne’cessary to 
increase sockeye escapement goals to the major river systems of Nushagak district. 
Without escapement goal increases, it's probable that Nushagak's sockeye runs 
will eventually revert back to the previous recent long-term average of 2 or 3 
million fish. Accordingly, in 1983 Nushagak district escapement goals will be 
increased by 25% to the upper management range already in effect:

Wood River - from 800,000 to 1.0 million 
Igushik River - from 150,000 to 200,000
Nuyakuk River - from 250,000 to 300,000
Nushagak River - from 40,000 to 50,000
Snake River - from 30,000 to 40,000

Total District: 1,270,000 to 1,590,000

Additionally, sockeye escapement goal evaluations presently in progress 
will continue for aT_l_ river systems of Bristol Bay, and the Department will 
present further updated escapement goal recommendations for public input at 
Advisory Committee meetings in the fall of 1983.

APPEND IX C

Through these adjustments to escapement goals, the Department hopes to 
sustain the recent high levels of salmon production in future years.



APPEND IX  C

KVICHAK AND WOOD RIVER ESCAPEMENT 
GOAL REVISIONS, 1982

Due to excellent sockeye salmon production during the last few years and 
anticipated record levels of abundance in 1982, and increased biological 
understanding of the mechanisms influencing salmon production, an opportunity 
has presented itself to sustain increased runs and harvests in future years, 
specifically from the Kvichak - Lake Clark and Wood River systems.

The Kvichak - Lake Clark system demonstrates two stable levels of 
production, one at escapement levels below about 3 million spawners and the 
other above that number. The Department is attempting to cross this 
transition boundary from the lower production stability domain to the higher 
production stability domain by increasing the escapement goal from the 
typical non-peak goal of 2 million up to 4 million spawners for 1982. Recent 
analysis of salmon production from escapements of 4 million indicates that 
juvenile salmon production will increase four-fold and that an additional 
5 to 10 million adults could be expected, spread over the years 1986, 1987, 
and 1988. The Lake Clark component of the system may be playing an important 
role in the 1982 salmon run. It now appears that this rumored past major 
salmon contributor has returned to production. A significant portion of the 
1982 run is anticipated to be of Lake Clark origin and our desire is to 
achieve strong escapements to Lake Clark. Much of the escapement to Lake 
Clark is expected to come from the early portion of the run.

*

The Wood River system may also see an increase beyond the traditional 
800,000 escapement goal, depending on age composition of the run. The larger 
3-ocean sockeye tend to spawn in the short rivers connecting the Wood River 
Lakes while the smaller 2-ocean fish tend to spawn on lake beach areas and 
smaller streams. The river areas have quite limited spawning areas while 
the beach and small stream spawning areas are considerably more extensive. 
Therefore, if the salmon return has a high percentage of 3-ocean river 
spawners, the escapement goal would remain at 800,000, whereas, if the return 
had a high percentage of 2-ocean beach and stream spawners, the system could 
accommodate an increased number of spawners and the escapement goal would be 
set at 1.2 million fish. The age composition will be determined in season, 
as will the specific escapement goal.

Through these' adjustments to escapement goals the Department hopes to 
increase and sustain high levels of salmon production in future years.
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TO: REPRESENTATIVE AD ELH EID  HERRMANN, CO-CI-I RESOURCES COMMITTEE

FROM: STOSH ANDERSON, V IC E -C H A IR , N A l<NEI<\ KVICHAK ADV * COMM. ,  BOX
KS, LEVELOCK, ALASKA 9 9 6 2 5 ,  PHONE 2 8 7 -3 0 1 5

RE: HCR I S -  B R ISTO L BAY SALMON MANAGEMENT P O L IC IE S

IT  IS  APPARENT THAT REASONS FOR ADF G CHANGE IN  EXCAPEMENT
GOALS IS  NOT UNDERSTOOD BY MOST FISHERMEN AND RESIDENTS OF 
BR ISTO L BAY, AS IMPORTANT AS THE SALMON RESOURCE IS  TO OUR REGION 
IT  IS  B E N E F IC IA L  THAT WE HAVE CONFIDENCE IN  MANAGEMENT P O L IC IE S . 
WITHOUT BEING BURDONSOME ON THE D EPT. ANOTHER ATTEMPT TO GET THE 
PLAN UNDERSTOOD WOULD BE H E LP FU L.

EOM



TO: ALL LEG ISLATO RS

FR : MITCH K IN K , A . I . F . M . A .  GENERAL MANAGER
7 0 0  14TH STREET 
BELLING HAM , WA. 9 9 8 2 5

RE: HCR 18  B R ISTO L BAY SALMON MANAGEMENT

I  AM THE GENERAL MANAGER OF A . I . F . M . A .  COOP. WE HAVE A
MEMBERSHIP OF APPROXIMATELY 4 0 0  WHICH F IS H  BRISTOL B AY . 
A . I . F . M . A .  FOR YEARS HAS BEEN ADVOCATING SUCH FORUMS AS ARE
ENCOMPASSED IN  T H IS  B I L L .  WE FEEL THAT MEETINGS SUCH AS T H IS  
WOULD BE ADVANTAGEOUS TO ALL FISHERMEN IN  B R ISTO L BAY. IT  WOULD 
PUT ALL FISHERMEN ON AN EQUAL LEVEL AS TO THE PUBLIC SAFETY 
ENDORCEMENT P O L IC IE S  AND IT  WOULD ADD CREDENCE TO THE DEPARTMENT 
OF F IS H  AND GAME'S P O L IC IE S  ON ESCAPEMENT AND HARVEST GOALS IN  
B R IS T O L B A Y . I T 'S  LONG IN  COMING AND VERY MUCH NEEDED.
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TO: REPRESENTATIVE ADELHEID HERRMANN

FROM:  KAY LARSON, EXEC U TIVE DIRECTOR B R IS T O L BAY N A T IV E
A S S O C ., BOX 1 8 9 , D IL L IN G H A M , ALASKA 9 9576-P H O N E  8 4 2 -5 2 5 7

RE: IHCR18: B R IS T O L BAY SALMON MANAGEMENT P O L IC IE S

'B R IS T O L  BAY N A T IV E  ASSOC. SUPPORTS HCR 1 8 .  LOCAL SUBSISTENCE 
USERS AND COMMERCIAL FISHERMEN ARE NOT AD VISED  OF MANAGEMENT 
STRATEGIES AND THEREFORE DO NOT UNDERSTAND WHEN CHANGES ARE MADE 
SUCH AS EXCAPEMENT GOALS BEIN G  INCREASED . MANAGERS SHOULD
E X P LA IN  TH EIR  STRATEGIES SO THAT PEOPLE WHO ARE IMPACTED BY T H E IR  
MANAGEM ENT'DECISIONS UNDERSTAND WHAT IS  H APPEN IN G .

EOM

TO: REPRESENTATIVE ADELHEID HERRMANN

FROM: MOSES TOYUKAK, MAYOR, G E N .D E L . MANOKGTAK, ALASKA 9 9 6 2 8 ,
PHONE 8 4 2 -5 9 7 8

RE: HCR 1 8 : B R ISTO L BAY SALMON MANAGEMENT P O L IC IE S

MANOKOTAK IS  IN  FULL SUPPORT OF HCR 1 8 . THE DEPARTMENT HAS NOT
FULLY INFORMED US OF TH E IR  D E C IS IO N S  REGARDING EXCAPEMENT GOALS
AND MANAGEMENT P O LIC Y  IN  THE NUSHAGAK D IS T R IC T .

EOM
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TO: REPRESENTATIVE AD ELH EID  HERRMANN

FROM: GERALD A N E I.O N / IL IA M N A  V IL L A G E  C O U N C IL, BOX 1 5 9 , IL IA M N A ,
ALASKA 9 9 6 0 6

RE: HCR 1 3 : B R IS T O L BAY SALMON MANAGEMENT P O L IC IE S

THE IL IA M N A  V ILLA G E  COUNCIL IS  IN  FU LL SUPPORT OF HCR 18* PLEASE 
DO ALL POSSIBLE TO SEE THAT T H IS  RESOLUTION PASSES. THANK YOU.

EOM
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TO: REPRESENTATIVE ADELH EID  HERRMANN

FROM: BETTY THOMPSON, G E N ,D EL* NAKNEK, ALASKA 9 9 6 3 3

RE: HCR 1 8 : B R ISTO L BAY SALMON MANAGEMENT P O L IC IE S

I  AM IN  FULL SUPPORT OF HCR 1 8 .  IT  IS  IMPORTANT THAT Wl 
UNDERSTAND WHAT IS  HAPPENING .

EOM
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TO: REPRESENTATIVE ADELHEID HERRMANN

FROM: EDWIN ANDERSON, BOX 4 7 3 ,  KING. SALMON, ALASKA 9 9 6 1 3  PHONE 
2 4 6 -3 0 3 9

RE: HCR 1 8 : B R IS T O L BAY .SALMON MANAGEMENT P O L IC IE S

I  FULLY SUPPORT HCR 18 ONE HUNDRED PER CENT. KEEP UP THE GOOD 
WORK.

EOM
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TO: REPRESENTATIVE ADELHEID HERRMANN

FROM: • GUST BARTMAN, V ILLA G E  A D M IN IS T R A T E R , GEN. D E L.., MANOKOTAK,
ALASKA 9 9 6 2 8 , PHONE 8 4 2 -5 9 7 8

RE: HCR 1 8 : B R IS T O L BAY SALMON MANAGEMENT P O L IC IE S

I  AM IN  SUPPORT OF HCR 1 8 . T H IS  IS  VERY IM PORTANT. UE NEED TO
BE INFORMED OF P O S S IB LE  CHANGES AHEAD OF T IM E .

EOM
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TC): REPRESENTATIVE. AD ELH EID  HERRMANN

FROM: MOSES JOHN, COUNCIL CHAIRM AN, G E N .D E L * , MANQKOTAK, ALASKA
9 9 6 2 8  PHONE 8 4 2 - 5 9 7 8  '

RE: HCR 1 8 : B R IS T O L BAY SALMON MANAGEMENT P O L IC IE S

I  SUPPORT HCR 1 3 .  T H IS  RESOLUTION I F  VERY IMPORTANT TO THE 
FISHERMEN AND PEOPLE OF B R IS T O L BAY.

EOM
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TO:  REPRESENTATIVE ADELHEID HERRMANN

FROM: HARVEY SAMUELSEN, CHAIRMAN-WESTERN ALASKA MARKETING
ASSOC * ,  BOX 1 8 , D ILL IN G H A M , ALASKA 9 9 5 7 6 ,  PHONE 8 4 2 - 5 5 9 T

RE: HCR 1 8 : BR ISTO L BAY SALMON MANAGEMENT P O L IC IE S

WE ARE IN  FULL SUPPORT OF HCR 1 8 .  T H IS  LE G IS LA T IO N  IS  
IMPORTANT AND A GREAT N E C E S S ITY .

EOM

COOP.

VERY
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Resource policies 
not always popular

,»•. kb 4!

'-AVv-i *

B, ESTHER WUNNICKE

No dcc lilon  l i  m ore 
d ifficu lt (o r > public offi- 
cUI th a n  one th a t m ay  h it

E r o u l t  In  th e i r  pocke t*  
uoka. Such It the ce re  

w ith  the  Cook Inlet royeltjr 
|u >  d rc lilo n  you 've been  
r r a d ln i  eb o u t recently.

T h e re '!  m ore then  m o n ­
ey i t  H ak e  here. T h e re '!  
t l i o  I  fundam en t!) quel- 
tlo n  o l ( i l m r t i  I o r A la i- 
k im  everyw here . Including 
the  people o f  A nchorage 
and the  S ou thcen tra l a rea .

A l i tk a n i  IIvine on th e  
i h o r n  of Cook In le t en joy  
p len tifu l. In eapen ilve  n a tu ­
ra l e a i (o r hom e h ea tin g  
and  pow er ( m e n t io n .  A 
food ih a rc  of th a t gas Is 
p ro d u c e d  ( ro m  f ie ld s  
ow ned by a ll o l  the peop le 
o l A laska  and leased to  
p r iv a te  In d u stry  lo r d eve l­
opm ent, Just as  the  ( la n t  
P rudhoe Bay H eld Is.

F o r years, th e  price locel 
public and p r iv a te  u ti lit ie s  
p a id  (o r th la  ( a s  has re ­
m a in ed  v e ry  low , u n d e r  
lo n g - te rm  c o n t r a c ts  b e ­
tw een  th e  u t i l i t ie s  and th e  
( t a  p roducers. A nd except 
(or th e  t h a n  d uo  the  s la te  
as landow ner, those  prices 
tv lll con tinue to  s tay  low  
u n til th e  c o n trac t!  exp ire  
In  1988, 1992 a n d  1994. 
W e're all th a n k lu l (or th a t.

W hile In d u stry  Is produc­
ing Cook In le t (a s  used b y  
thousands o f A laakaoa Id 
th e  S o u th ce n tra l a rea , a 
p o r t io n  o f  t h a t  ( i s  la 
ow ned  by  a l l  A la sk a n s . 
T h a i s m a l le r  o w n e rs h ip  
s h a r e ,  c a lle d  a  r o y a l ty ,  
equa ls I I  3 pe rcen t o( the  
(a s  (rom  these  (lelds. T he 
H ate  reserved  th is  11.3 p e r ­
cent as the  p u b lic 's  sh a re  
w h a n  th e  l e a s e s  w e re  
aw arded .

l l 'a  th is  ro y a l ty  gas — ; 
less th a n  3 p e r c e n t 'o f  all

m illion  
tre a iu  

O n 
does th is 
yo u r u tility  

T h e  ' 
ra tes  
percent 
co rd ln (
E n s la r a 
tr ie . F or 
serviced 
a p p ro x im a te ly  
w a tt-h o u n  a 
to ta l m onthly  
337 th a t 
Increase 
m onth . F o r  an E n s la r  cus­
to m e r  w ho  co n su m e s

Energy decisions 
hurting Anchorage
B Y  V I R Q I N I A  C O L L I N S  ' <

I (  the re  Is equity  In 
. ' ou r s ta tew ide  energy pro­

gram . you w o n 't (Ind It In 
Anchorage.

F rom  1977 th rough  1983
• th e  A n c h o ra c e  a rea  re ­

ceived only  one-(lfth  of the  
91.63 b illion  app ro p ria ted

* lo r s ta te  energy  projects 
and subsidy  p rogram s, In­
cluding  S usltna , ye t A n - ' 
choroge m e tropo litan  area

lion  F ou r-D am  P ool lo r  ■, 
S ou theast, K od iak , V atder . “ 
and C tennallcn ; a m u c h - '/  
needed 371 m illion  annual f 
a p p ro p r ia tio n  lo r  p o w e r '. ; '  
co st a s s is ta n c e  In r u r a l , - '  
A laska and a 3130 m illion  . j 
B allbelt transm ission  line . 
In tc rile  th a t w ill enab le  the  „' 
F a irb a n k s/In te r io r  area to ", 
ava il Itself of low  cost, 
n a tu ra l (as-genera ted  p o w - '. 
er (rom Anchorage.

It Is tru e  th a t A nchorage .. 
r e s id e n ts  m a k e  u p  o v e r  i . . area residents cu rren tly  en-.^t. 
one-half of the s ta te 's  popu- ■ . Joy reasonable pow er rates , 
litlo n ! In o th e r w ords, fo r : ; re la tive  to  rural com m un l-/ '  
every energy d o lla r  appro- lies; nonetheless these rates » 
p rio led  over the  last nine •»> are  due to  Increase dram ot- V 
years, 20 cents w as c a r - . Ically w ith in  a few  short

years. T he s t i le 's  decisionm arked  fo r A nchorage and _____ ______________ ____
80 cents for the  rem ainder to assess  h ig h e r ro y a l ty
of th e  s la te . .  taxes w hich w ill be p a sse d . 1

Now the  l ta te  has Imple- \ on to A nchorage area  u tlll- "
m enled  a new  policy  w hich ... ly  consum ers raises fu n d a -! ',

la the  sam e b e ln (  pursued 
on th e  pub lic 's  behu tf on a 
w ide  v a rie ty  of fron ts , both  
In co u rt and  o u t. L ast year, 
fo r exam p le , th e  P h illip s  
P e tro le u m  Co. p a id  th e  
s ta te  376 m illion  In addl- 
tlo n a l ro y a ltie s  fo r  pub lic ly  -- 
ow ned (a s  from  fiv e  Cook /  
In le t leases, fo llow ing  an 
a g re e m e n t b e tw e e n  th e  j 
com pany  and th e  s ta te  on 
how  to  v a lu e  ro y a lly  ( a s . ' , ’-'! 
T h a t ag reem ent d id  no t re- . j . '1 
su it In h ighe r A nchorage * "  
a rea  v l t l l ly  b ills  because 
th a  ( a s  Is  not used  b y  local 
consum ers, b u t th e  princl- 
p ie  Is th e  sam e.

L ikew ise , the 
volved  In several 
seek ing  to  e s tab lish  
a te  va lues  fo r o il and  ( t a  
on th e  N orth  S lope. B il­
lions of do lla rs  a re  a t  s tak e  
In th is  ongoing e ffo r t lo

-"I. V • • ■k.Yi ■ i A , r i - ' :
•• j W  w here T esiaem ! o fte n  pey " i y .*  th e '■ g ro w in g 'd e m a n d ' fo r 
'-  t q u a r te r  o f th e ir  ann u a l In- '. a f l o r d a b te .  d e p e n d a b le

gaa u ic d  fo r hom e hea ling  " o b ta in  for. th e  peop le  w h a t ! 
or pow er In th e  A nchorage R la th e ir  du e-— a m a x im u m /' 
tre e  — th a t la a t  Issue In a  *■ * “
p r ic in g  d e c is io n  I a n ­
n o u n ce d  In m id -M a rch .
T h a t d ec lilo r w hich  look 
affect A pril ,. seeks lo  
cep lu re  Ibe p rev a ilin g  m a r­
k e t va lue  fo r th is  publicly  
ow ned ( i s ,  a v i l u i  i s l i b -  
llsh u l by i i l n  c o n ln c t i  
for e l h i r  gas produced In 
Cook In le t.

Tlj.it p rev a ilin g  m ark e t

cel In te rtle  b e tw een  A n­
c h o ra g e  an d  F e l r b a n k i ,  
p lans to  begin  construc tion  
nex t y e a r  lo  the  B rad ley  
L ake h y d ro , p ro jec t n e a r"

. ______  . . m a y -------------------
f  coal-fired p la n ts ,.th e  S usit- 
" 'n t  and Bradley, L ake dam s,
'* o r  a lte rn a tiv e  energy faclll-

' l i es. More lik e ly . It w ill be
, u k b  u y o r o - p ru jcc i n ea r , .  ̂ o m e  com bination  o l metb-., -.

. ' H om e/, . ih d " l s  'c o n tin u in g  .. ods, Including .b e t te r  eon-, "
benefit fo r Ih e lr  resources. to  pu rsue  th e -S u s lln e  hyc " s  ‘ ae rv e llo n ."  •' .

I fu lly  ap p rec ia te  th e  d e - . - •• d ro  p ro je c t T ow ard  th o s e '-v . ' To help  finance th a t af-' 
l i r e  lo  keep  consum er gas t :‘ ends and  m ore , G ov. Shef- ,>  fordable, dependable enen-'' 
a n d  e le c tr ic ity  p r ic e s  as ' . f i e l d  has  w orked  w ith  th e  J.*. gy (u lu re  (o r A laska , as
low  aa possib le . T h is can- • le g lila tu re  to  a p p ro p ria te  ' w ell as la k e  care of a ll o u r
n o t be done, how ever, by  -*t«r 9230 m illio n  d u r in g  th is  - :• o th e r  n ee d a , th e  d e p a rt-
h idden  aubald les to  S ou th - aesilnn  to  a  p o w er develop- m en t o f N atu ra l R eiourcer
ce n tra l co n iu m s rj th ro u g h  * m en t lur.d,
I  d lire g s rd  o l tha  i t i l t ' i  Ai th e  jo v s m o r
o il UiO gaa l i n i n g  la w i " i l a l iw ld i  e o h l l l i n c t  _______________________
a h d  c o n tr a c ts .  . t a r n a t l V i  i n a f g y  l a l t  opm ent. T h a t req u irem en t'

m enial questions abou t (he 
(alm ess o l subsid ising  e n - t  
ergy costs for one-hall of ' „  
th e  s l a t e 's  p o p u la t io n  
w hile sim ultaneously  la x - , .  
Ing the o th e r half; In effect 
crea ting  Iw o classes o f c l t l - ' ,' 
sens, the subsidised and (he '• 
de-subsldlsed.

This Issue Is g rea te r In '• 
scope th a n  the question  of ; . 
w hether o r  not the  sta le  
should assess h igher ro y a l­
ties on Cook Inlet n a tu ra l ' 
gas.

The A laska  C onstitu tion  
requires th a t "The leg isla­
tu re  shall provide fo r (he 
u t i l i s a t io n ,  d ev e lo p m e n t 
and conservation  of a ll nat- 
u ra l resources belong to  the J 
s ta le  . . .  /o r  Ihe m ax im um  ' 
benefit o t  Its  peop le ."  It Is, : 

chorage and K enal Penln- r  therefore. Ihe leg is la tu re 's  .-v
lu l l .  co nslllu llonal responslb ill- i

In defensa of Its ded- ' ,  ly  to  d e te rm in e  if (he  I
•Ion , th e  d e p a rtm e n t o f V s ta t e 's  p o lic y  lo  a s s e s s  J
N a tu ra l R esources w ou ld  •'* h igher ro y s llla i for Cook i
hava us believe th a t It Is - r In le t gat m eets the te s t o f , ;
s ta tu to rily  obligated  to  lm- p rovid ing  for Ihe " m a x i-1-*
plem enl th is  new policy on -u m um  b e n e fit"  of all A las-1 '!
the grounds lha l th is  action  ' '  k an  cttisens, ru ra l aod  sir- t'l 
w ould "a s su re  full and  pro- _  ban  alike.

w ill h ave  the effect of a ,
' h idden  s ta le  lax  on A n ch o r- ' 
age and  S ou thcen tra l area : 
u tility  custom ers. The r j -  ; 
m u la tlv e  Im pac t o l th la  
policy w ill Increase electric 
u tility  and  gas b ills  b y ’, 
m ore th a n  31 m illion  an- ; 
nually  o r  m ore than  330 J 
m illion ov er Ihe nex t to 
years. ‘

On A p ril 13, 1963, the 
D epartm ent of N a tu ra l Re­
so u rces  b egan  a s se s s in g  
h igher royally  values on .' 
Cook In le t n a tu ra l gas It 
sells to  producers. The roy- *. 
•My price Increase w ill he y 
passed on to  Chugach Elec- :. 
trie  and  E n s la r custom ers 
com prising  a p p ro x im a te ly  • 
250,000 residents through- '-. 
o u l the  M at-Su V alley, An-

levelop- m em  o f N atu ra l R csourc ti 
, ,  , '  I t  requ ired  by law  to max-

to ld  i , Im l ii  tha p io p lt 'a  re tu rn  
• on  ll< ■.'•.'■.•on n l lu r a l  m o u rc e  d ev il-
r l a k t  . ' T . O D m e n L  T h a i  r e o u l r e m e n f

per roya lly  collection for 
the  benefit of all th e  cltl- * 
rena of A lask a ."  -f-,-

In  a nu tshell, th is  new  '  
s ta te  policy Im plies lh a l *  
th e  cltlsena o l A nchorage • 
an d  S o u th c e n tra l  A la sk a  , 
do nol q ua lify  to  partlcl- *' 
p a te  fu lly  In tha b en a fiti - 1 
accorded to  other c l llia n i ' 
of tha i ta ta  -  nam ely , low

Clearly, lh a l la not the* 
case (or Ihe 230.0(0 people , 
w ho live In o u r  s ta te 's  larg- •? 
es t u rban  a rea  — A nchor­
age.

The Issue o f " fa irn e ss '
In the Im plem entation  o f , 
o u r  a isle 's  energy po licy , j 
w ill not fad s  aw ay. II we | 
(all to ad d res i ll  now , I I , , ,  
w ill coma back  lo h su n t u i . I

  r  ---------------  The r ia ls  cu rre n tly  Is l a - r ' J  m onlh , A lask a  m ay  o r  m i v * j / / m a y  not alw ays be popu
value  Is 32.03 p e r  thousand  J  v ustlng  hund reds  o f  ' m ll-n . J  n o l bu ild  S u iltn a , d ep e n d -* .; ( Jar, b u t It la a w i l t  one for
cubic f re t , com pared  to  Ihe lions of. do lla rs  .to  e a ru re  ^ Ing on th e  fu tu re  p rice  of o u r  s t i l t  and  ou r fu tu re . .
21 to  81 cents the  p u b lic  has j  Ih e  en e rg y  needa o f a l l j ; - , .  o il ,-a g re e m e n t on po w er V f f  i - ' 
b»»n sensing  on tie g a i £ - A lask an s a re  m a t. In c lu d -IV ^ a a J e i con trac ts , and  th e  1 . . ! TT~
undar Ihe long-term  e o n --  Ing those In Ihe R a llb e lt, '< r" c u rin g  of llnanclng . ' ; {, * tJ  Cethav Wvnnkka la A laali 
tra d e . T ha m u l l  o f  th e  •'.‘.S o m e o f .  lh a l  I n v e s t m e n t - ? . " B u t  ,1- b e l ie v e  w e ' r a / ,:d  Cemmlialoner ol Nalvral R»-
M arch  p r ic in g  d e c is io n  *- haa been d irec ted  f l n t  to  ' s ' ,  jo ln g  t o - h a v e  t o .  b u i l d /  ',aoureaa .j , ■
could b r in g  an  tx l r s  37 ‘'T h e  ru ra l t r e a t  o l A l t i k i ,  to m r lh ln g 'th a t  w ill IttlMII

• r u tility  ra ta l  than  w ould -‘ ! sn o lh ar day and w ill gal- f  -{ 
b i possible w ithou t s ta le  -1 van lse pub lic  opinion o l *{ 
asslslance. V: every  u ti l i ty  ra tep ay e r In t

The s ta te  haa c learly  ea- A laska. . '
tab llshed  Its com m itm ent ' I  
to  e n e rg y  a u b a l d l e i ^  
th ro u g h o u t  m o a t o l h e r * "  □  virglnli Colllna, a Rapublt- -;
a rra s  o l th a  sta te  In 
effo rt to  reduce Ihe e te a la i  
Ing c o iti o t  pow er, exam  
pics Include ta*c «r nn —it

can, iipiattnit Mldtonn An- 
chorags In tha Alaila Housi ol ’ 
Ripiaitnlatliai.



S t a t e  o f  A l a s k a

P O U C H  V 
JU N E A U , A L A S K A  99811 

(907) 465-4941

H o u s e  S p e c i a l  C o m m i t t e e  o n  O il  a n d  G a s

H C R  29

A l a s k a  has an e x t e n s i v e  a r r a y  of e n e r g y  p r o g r a m s ,  t h o u g h  
t h ese p r o g r a m s  are o f t e n  in c o n f l i c t  w i t h  one a n o t h e r  due to 
l a c k  of an o v e r r i d i n g  e n e r g y  p o l i c y .  T h i s  l a c k  o f  p o l i c y  has 
r e s u l t e d  in r e g i o n a l  d i s p u t e s  t o w a r d  e n e r g y  c o sts a n d  the d e v e l o p­
m e n t  of e n e r g y  p r o j e c t s ,  d i s i n c e n t i v e s  t o w a r d  e n e r g y  c o n s e r v a t i o n ,  
c o n f l i c t i n g  d i r e c t i o n  b e i n g  g i v e n  to the a d m i n i s t r a t i o n ,  a n d  
c u t b a c k s  in p r o g r a m s  p r o v i d i n g  s u b s i d i e s  on a n e e d s  basis.

R e c o g n i z i n g  that the i m p l e m e n t a t i o n  of s p e c i f i c  e n e r g y  
p r o g r a m s  is n o t  a s u b s t i t u t e  for an e n e r g y  p o l i c y ,  H C R  29 is 
d e s i g n e d  to p r o v i d e  f o r  the d e v e l o p m e n t  o f  a p o l i c y  th a t  w i l l  
a d d r e s s  e n e r g y  i s s u e s  011 a broad, s t a t e w i d e  basis. O n l y  t h r o u g h  
s u c h  a p o l i c y  w i l l  it be p o s s i b l e  f o r  the s t a t e  to m a x i m i z e  
d e v e l o p m e n t  of its t h e r m a l  r e s o u r c e s ,  m a x i m i z e  r e v e n u e s  b a s e d  
on t h e s e  r e s o u r c e s ,  p r o m o t e  l o w e r  e n e r g y  c o sts to i n d i v i d u a l s  a n d  
the state, a n d  a l l o w  for the p r o p e r  p l a n n i n g  of m a j o r  e n e r g y  
proj e c t s .

H C R  29 is n o t  d i r e c t e d  t o w a r d  the e x p a n s i o n  o r  c u r t a i l m e n t  
of s p e c i f i c  e n e r g y  p r o g r a m s ,  b u t  t o w a r d  d e v e l o p m e n t  o f  a p o l i c y  
that w i l l  a l l o w  a l l  p r e s e n t  a n d  p r o p o s e d  p r o g r a m s  to be  v i e w e d  
w i t h i n  a n  o v e r a l l  context. W e  h a v e  b e e n  m a d e  p a i n f u l l y  aware 
in r e c e n t  m o n t h s  of  the s t a t e ' s  d e p e n d e n c e  o n  e n e r g y - b a s e d  r e v e n u e s ,  
and of the p i v o t a l  n a t u r e  of e n e r g y  p r i c e s  o n  A l a s k a ' s  economy.
H C R  29 w o u l d  le n d  d i r e c t i o n  t o w a r d  u t i l i z i n g  e n e r g y  r e s o u r c e s
and e n e r g y - p r o g r a m  e x p e n d i t u r e s  for the b e s t  i n t e r e s t s  of the p e o p l e
of the s t a t e  of A l a s k a .



Refinery at North Pole, Alaska.

A laska’s Energy Policy: 
Power to the People at Any Cost
by Neil Davis

IN TR O D U C TIO N  I

The State of Alaska is in the energy 
business in a big way. More than 90 per­
cent of state government's income is from  
petroleum resources-possessions owned 
collectively by the people of Alaska/This 
income is large, especially for a state hav­
ing a population of only half a million

people, and it allows the state government 
to spend heavily. The fiscal year 1985 
state budget plans for an expenditure of 
33.89 billion, the equivalent of $18,600  
per average Alaskan household.1

In 1985 Alaska will spend roughly S600 
m illion, for transportation and public 
facilities and another S550 million for 
education. The next largest expenditure — 
ranking above government administration 
itself and above health and social services 
—is for providing energy and energy sub­
sidies to Alaskans. Alaska will spend 
approximately S480 million on energy- 
related matters in fiscal year 1985. This is 
because Alaska's state government has es­

tablished itself as the key provider for the 
state's energy needs.

An examination of the F Y  1985 budget 
indicates a planned expenditure for the 
state's energy business as shown in Table 1. 
Striking features of this table are the high 
expenditure for hydropower and the low  
expenditure for research. No for-profit 
enterprise with operating and capital bud­
gets the size of Alaska's would consider 
spending such a small portion of its total 
outlay for research. Exxon, for example, 
spent 6 percent of its total 311 billion 
budget in 1981 for research, and a tenth 
of that was for "basic" research/ Yet, in 
1985 Alaska will spend only about two-

Neil Davis, Professor Emeritus o f  Geophysics a t the University o f Alaska-Fairbanks, received B.S. and Ph.D. degrees in geophysics 
from the U A F  and an M.S. degree from the California Institute o f Technology. His latest book is Energy/Alaska (University of 
Alaska Press, 1984) from which the above photo is taken.
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One important component of the energy policy . . .  is the 
concept that all Alaskans should share equally in the 

cost of energy and that all should have plenty of energy 
to use.

tenths of a percent of its energy-related 
outlay on what might be considered re­
search.

Even if one includes the entire budget 
allocated to the Alaska Department of 
Natural Resources for "resource inv?n- 
tory/geological investigations"' as if it 
were intended for research on energy re­
sources—which of course it is not —then 
the portion fo r research is still less than
1.5 percent. Alaska's energy policy does 
not include more than token investment 
for research directed toward developing 
the state's vast energy resources3 or 
toward analyzing state government's self­
chosen role o f providing energy to the 
people of the state.

ALASKA'S ENER G Y PO LICY

If Alaska's energy policy has little  
room for the generation of new knowledge 
and for technical innovation, what is the

policy, and what does it  include? Does 
Alaska even have an explicit energy poli­
cy? The evidence is that it does have an 
evolving energy policy, although one 
might not be able to locate a statement of 
what that policy consists of at any mo­
ment in its evolution.

Something that sounds like the makings 
of a policy is the legislation that requires 
the Alaska Department of Commerce ■nd 
Economic Development, with the assist­
ance of the Alaska Power Authority , tc 
prepare annually a new report on the 
"Long Term Energy Plan for Alaska."4 
The various authors of the reports on the 
Long Term Energy Plan do not claim that 
the plan is a statement of policy or that it 
is even a tool for developing policy.5 Yet 
the reports contain statements giving im­
plicit indications of the state's energy pol­
icy. Such statements, in addition to the 
body of enacted law, do suggest what the 
state's energy policy is.

The record of legislative actions over 
the past six years, as outlined in Table 2, 
hints at the nature of Alaska's energy poli­
cy and its fast evolution. The state's ac­
tions over the years do express an evolving 
policy, even if that policy is not explicitly 
stated.

The starting point for development of 
Alaska's energy policy was the major in­
crease in worldwide petroleum costs that 
occurred during the 1970s. High petrole­
um prices and Alaska's status as a major 
petroleum exporter together gave the 
state money to spend. Those high prices 
also caused the state's political leaders to 
have genuine concern over the cost of 
energy to Alaskans, particularly those in 
rural areas.

The flurry o f energy legislation in 1978 
established a policy that said, in essence: 
Alaska will use its energy resources and 
the money derived from them to attempt 
to hold down or even reduce energy costs 
for urban Alaskans, and also to elevate 
rural standards of living by providing 
lower-cost energy there. The poiicy includ­
ed components based upon a faith in the 
concept of increasingly greater petroleum  
prices in the future, faith in technology 
(i.e., creation of the Division of Energy 
and Power Development and the Alaska 
Council on Science and Technology), and 
faith in the idea that anything can be ac­
complished by showering it with money 
(establishment of the Alaska Gas Pipeline 
Authority).

Most important, the policy stated that 
it shall be the role o f Alaska's state govern­
ment to enter the business of providing 
electrical energy to the state's citizens 
(establishment of the Alaska Power Au­
thority). Why not? The federal govern­
ment did the same thing many years ago 
with its Rural Electrification Administra­
tion and Tennessee Valley Authority.

An element of the state leadership rec-

Table 1. Alaska FY  1985 Budget for Energy

Item Amount (in m illions o f dollars)

Hydropower 396.621
Energy Subsidies 25.653
Interties: Anchorage - Fairbanks plus Seward 25.082
Rural Electrification 14.295
Administration 13.766
Energy Conservation 2.434
Alternative Energy 1.195
Research (0.2%)

Fisheries impacts of hydropower 0.415
Coal resources 0.400
Geothermal resources 0.100
(University of Alaska Coal l.a b : 0.180)

Total S480 million
(12.3% o f state budget)
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Alaska's energy policy does not include more than 
token investment for research directed toward 

developing the state’s vast energy resources. . . .

ognized that perhaps the centralization 
represented by the major role awarded to 
:he Alaska Power Authority might not be 
j  satisfactory answer for everyone. One 
result was legislation forming the Alaska 
Energy Center, a public corporation in­
tended to do everything for everyone, but 
which resulted-because of its quick ter­
m in atio n -o n ly  in an embarrassing waste 
of time and money.

The years 1979 through 1983 saw 
changes that honed Alaska's energy policy

into its present form. The recognizable 
forces affecting the evolution of policy 
include one that politicians find difficult 
to resist: the demand for jobs that large 
energy projects promise.5

Another strong force is the persistent 
faith in rising energy costs, an almost blind 
trust that inflated costs of fossil fuels will 
level all apparent fiscal mountains into 
highly negotiable foothills that future A- 
laskans can tread across with ease. Best to  
put out of mind the possibility that petro­

leum prices may stay constant or even de­
cline further. If that happens, a typical 
Alaskan fall sets in: the money tree sheds 
its fruit and leaves quickly; a hard winter 
follows soon behind.

Another strong, growing force is state 
government itself. The fiscal year 1985 
budget adds 1772 new positions to aug­
ment the approximately 17,000 people 
already employed by the state.1 Even if 
they are not employed by the state, most 
Alaskans expect the state to provide bene­
fits that go beyond the basic services 
government had provided a few decades 
ago. Alaskans now expect state govern­
ment to provide jobs, housing loans, wel­
fare payments, economic assistance to 
farmers and businessmen, and subsidies of 
all sorts. That state government should also 
provide energy only seems natural in an 
era when the public expects so much of 
government.

These and other forces influenced the 
refinements of Alaska's energy policy 
from 1979 to 1983. If one thinks that 
state government's actions during this 
period indicate an evolving policy rather 
than merely a battling between different 
political elements of the leadership, then 
the nature of the evolution is clear.

The elimination of such bodies as the 
Division of Energy and Power Develop­
ment and the Alaska Council on Science 
and Technology indicates a trend toward 
centralization of authority and decision 
making and also a move away from the be­
lief that technical innovation and the de­
velopment of new knowledge should be 
important components of Alaska's energy 
policy.

Along with a trend toward centraliza­
tion, the evolving policy has focussed on 
the development of large power projects, 
primarily hydropower. The policy looks 
away from small, local energy projects 
that collectively might depend upon a 
variety of energy sources and that might

Table 2. Energy Legislation Implying an Energy Policy

1978 — Alaska Power A uthority  established.
— Division o f  Energy and Power Development created.
-  Alaska Gas Pipeline A uthority  established.
-A la s k a  Council on Science and Technology established.

1980 -  Alaska Energy Center established.
1981 -  Alaska Energy Center abolished.

— Energy Program for Alaska enacted.
1982 -  Alaska Power A uthority  powers broadened.
1983 -  Alaska Council on Science and Technology abolished.

— Division o f  Energy and Power Development abolished.
-  Susitna blackmail clause (consumer balloon payments) postponed until July

1991.
1984 -  Susitna blackmail clause repealed.

Fiscal restraints removed from Alaska Power Authority, so that its projects 
no longer need be economical or return full investment to the state. 

Power Development Revolving Fund  established in the Department of 
Commerce and Economic Development to pay differences between 
actual costs and income from Alaska Power Authority projects.

-  Intertie appropriations made forS25m illion  (Seward; Anchorage-Fairbanks).
-  Lake Tyee, Swan Lake, Solomon Gulch, and Terror Lake hydro projects

combined for purpose of rate determinations.
-  Bradley Lake hydro project authorized for construction at a cost of S300

million in July 1983 dollars.
— Susitna-Watana hydro project authorized for construction at a cost of S3.75

billion in January 1983 dollars.
— Unconstitutional forward appropriations for

1. "power cost equalization" — S21.7 million annually,
2. Bradley Lake "rate stabilization," etc. — S50 million annually, and
3. Susitna-Watana "rate stabilization," etc. — S200 million annually.
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require application of new or improved 

technologies.
One important component of the 

energy policy that has not changed is the 
concept that all Aiaskans should share 
equally in the cost of energy and that all 
should have plenty of energy to use. The 
Energy Program for Alaska is accomplish­
ing these goals by means of direct subsidies 
to consumers outside the Anchorage and 
Fairbanks areas and by means of the re­
quired sharing of power project costs ex­
pressed in the "Susitna blackmail clause" 
—primarily intended to force future legis­
latures to invest in large power projects. 
The repeal of this clause in 1984 and its 
replacement legislation actually did not 
signal a change in the policy that all A- 
laskans should share equally in the costs 
of power projects administered by the 
Alaska Power Authority. However, the 
new legislation did remove from the power 
authority the previous requirement that 
its ptojects should pay for themselves.

Prior to 1984, the Alaska Statutes rc- 
ouired the Alaska Power Authority to set 
rate structures that would return the 
state's investment in total. But now, if the 
authority builds a project that produces 
power at a cost higher than an alternative 
source o f energy, the authority is allowed 
to set rates equal to that dictated by the 
cheaper alternate source. All Alaskans will 
share equally in the cost of the resulting 
shortfalls through the Power Development 
Revolving Fund—which is to be filled with 
money owned equally by all citizens.

SU M M A R Y

In summary, Alaska certainly does have 
an energy policy. It has some fixed ele­
ments and some that are evolving. Based 
upon the actions that express it, Alaska's 
energy policy seems to be composed of 
the following elements:

•  Derive all possible income from export 
of energy. Foster, if necessary, new exports 
by providing financial assistance using 
money owned by the state's citizens. As­
sume an increase in fossil fuel prices of a 
few percent each year.

•  Provide electrical and thermal energy 
to the state's citizens, since it is assumed 
that such.a task is a proper function of 
state government. Also, subsidize fossil 
fuel costs in rural areas.

•  Centralize decision making within state 
government and emphasize large power 
projects together with an interconnected 
intertie network. Use power projects to 
promote emoloyment and regional grow'h. 
Assume that all technical problems can be 
solved during construction phases, using a 
base of pre-existing knowledge.

•  Do not require that power projects in 
themselves be the cheapest means of 
power generation in each area of the state.

Use a common pool of money owned by 
the state's citizens, now and in the future, 
to make up cost differences.

•  Do not emphasize use of the variety of 
energy resources available in Alaska or of 
technical innovation and development of 
new knowledge—to do so has no current 
fiscal advantage.

I submit that the state's current energy 
policy is not in the long-term best interests 
of Alaska. Regardless of whether one ap­
proves of rapid growth, the policy proba­
bly is quite successful in promoting growth

— as long as excess funds are available 
from energy exports. However, the policy 
makes too much use of subsidy and mini­
mizes technological development that will 
be needed in future years. We are, in fact, 
already wasting money that would be bet­
ter spent trying to diversify our use of 
Alaska's copious energy resources.

Our policy places too much emphasis 
on centralization, both in energy supply 
and decision-making authority. The issues 
are complex and difficult to comprehend, 
at best. Partly for that reason, and partly 
because of the centralization within gov­
ernment, Alaska's energy policy can be 
conducted by too few people with too lit­
tle scrutiny.

Perhaps the most serious defect is the 
lack of fiscal restraint in the policy that 
now exists in 1984. Previously, the Alaska 
statutes required that energy sold from 
projects be priced to match their costs, 
vear by year. The removal of that strin­
gent requirement decreases the pressure 
on planners to make energy projects cost- 
effective—as long as the oil money holds 
out, we have nn immediate sanction to 
punish poor planning or costly mistakes. 
We are, in effect, putting our problems 
o ff to the future. As rich as Alaska is now, 
one would think that we ought to be able 
to solve our problems as we encounter 
them, instead of foisting them o ff on our 
children.
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RE: ENERGY E Q U A L I Z A T I O N PERPE T U A T I O N  CONCERNS

E v e ryone reads, listens, observes and interprets differently. The best 

of i ntentions can be construed to make "black white."

T his I may be d o i n g  by the f o llowing comments. However, I should like 

to set forth and offer comments and su g g e stions relacing to "power cost 

equaliz a t i on . "

R e c o g n i t i o n  of h i g h  electric ene r g y  costs in given areas of Al a s ka  is 

a c k n o wl e d g e d  and should be addressed.

Too, it is r e a lized people "by and large" live w here they do, because 

of a w i l l i n g n e s s  and awareness Chat it ma y  cost more, and accept such 

as a w a y  of life.

Consequently, c o n s iderable dis p a r i t y  exists, but A l a s k a ns  do have a 

good b u y  in their base e l ectrical req u i re m e n t o  wit h  the ap p l i c a t i on  

of en e rg y  equalization. As an example, from the M a r c h  25 a d d i t i o n  of 

U.S. N e w s  and W o r l d  Report (copy attached), average r esidential cost 

pe r  K W H  in N e w  Y o r k  City was listed as 16.174 ell Here in Naknek, Alaska 

our average r esidential consumption is 454 KW H  per m o n t h  at a tariff 

rate of $120.59, or 26.56c per KWH, and a credit for power cost e q u a l­

iza t i o n  of 15.73c per KWH, or net of I0'Y83t(lper KWH "oue-e>f~pockety 

expensji£" a lesser cost than N e w  Y o r k  'City ’by 5  .~34^*'and^rn?ar~thir~same 

asTiliicago costs per KWH. M y  chief conc e r n  of e q u a l i z a t i o n  is three­

fold; the s tate of A l a s k a  capital budget, pe r p e t u a t i o n  of the fund, 

and p l a c i n g  equ a li z a t i o n  in the hands of legislative intent.

T h e  seeding of the fund will dwindle, and at some point in time exhaust 

itself. This will cause considerable unrest among rural pe o p l e  that 

have become accus t o m e d  to the stipend, thereby causing h a r dship in some 

cases, questions of the utilities, legislators and Board of Directors. 

It wil l  be hard to explain the removal and decline of the e q u a l i z a t i on  

fund, once e stablished for their benefit.
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7'he f o llowing o b se r v a t i o n s misht vei! serve ..-j thought for revision 

poss ibil it ies of PCE legislation .aid L.tv.

Ac iV8i's end, the Ala sk a  F ewer A u t h o r i t y  d is bursed in excess of

8.5 m i l l i o n  dollars for some 77.5 m i l li o n  ."'..'I! it on average 11,1.5c 

per KUTi. A f t e r  s c a nn i n g  the rural e V c t r i c  b o r r o we r s  national s t a t­

istical report of A l a s k a n  systmis, i ratio of 5071 appears reasonable 

for d i s t r i b u t i o n  of r e s i de n t i a l  agai st >11 c o n s u m e r  clussificat'uns. 

It appears a s s u m a b l e  that fifty percent of e q u a l i z a t i o n  could pe 

elimi n a t e d  bv ma k in g  onl y  reside n t i al  c o n s u m e rs  e l i gible tor energy 

equalization.1-

I do not k n o w  Che capital budget for PCE, However, it ppoars tli.it 

a bout five m i l l i o n  dollars will be required to s. „i.-fy onl y  residen­

tial consumers w h i l e  Che inclusion >f ail ocher classes could possibly 

b ring che figure co Cen milli o n  dollars. Therefore, let us assume the 

p r o g r a m  would be funded wit h  Cen million dollars /ear as long as

possible; thus leaving a surplus or five mill ion a fter sati s f yi n g  the 

residential r e q u i rements to be trustee until such time the crust would 

ge n e r a t e  in e a r ni n g s  chat amount needed for ?CE payment; of che

future, and requ i r e no further funding.

T a k i n g  che p o s i t i o n  chat oniv residential c o nsumers he eligible for 

PC E  is based upon the nature of business today. Take the commerical 

acco u n t  for example. Each are entit le d  to take from their income

the expense of d o i n g  business; therefore, in reality, elect r i c a l

costs are a de d u c t i o n  for the comm e r c i a l account. Too, the commercial 

acco u n t  will add the cost of e l e c t r i ca l  costs to the retail item or 

items for sale; or in che case of a service, it will be included in 

the service fee indirectlv. Therefore, no need is truly generated 

for PCE in the. comme ri c a i  class cf consumer. Lot us lock now upon 

the g ov e r n m e n t a l  usage of electricity, by funding such accounts, 

it is m e r e l y  p u s h i n g  funds from one tax pocket to tr.o other, and 

p r o v i d i n g  a budget surplus for the agency, whet h e r  it .><.• federal , 

state or local g o v er n m e n t a l  entities.

O n l y  the r e sidencal co n sumer has r.o means of regaining excessive 

energy costs and truly should be the only r e cipients cf PCE funding.

It p r o ba b l y  is not po l i t i c a ll y  wise to remove comm e r c i a l  accounts from 

PCE, however, every j u s t i f i c a t i on  n e c e s s a r y  lies in the fact that 

e x p e n s e  is a tax d e d u c t i b l e  item, a nd  therefore, should be eliminated 

from allocation.

T hese thoughts have been in min d  foe sometime, and I hope might light 

the s park for seme revision of PuE.

T h a n k  yo u  for you: .ime and consTierat i o n s .

S i n c e r e l y ,

r rar.xe 

G e n e r a l  M a n a g e r
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How our rates compare m+ a-.<w4 fya
C hugach  consumers en joy  som e o f  the 
lowest electric rates in the  nation ,  thanks 
in part to  a long-term supp ly  o f  inexpen­
sive na tura l  gas used to  genera te  power.

S ta t is tics  com piled  by the N a tio n a l  
A ssociation  o f  Regula tory  Utility C o m ­
missioners show tha t  co nsum ers  in New 
York C ity  pay S 107.19 for  750 kilowatt 
hours (kW h) o f  electricity, m ore than d o u ­
ble the S50.81 charged by C hugach .

Residents o f  T a m p a  F la . ,  pay  S60.74 for 
750 kilowatt hours  while those w ho live in 
P h iladelph ia  pay S73.08.

Chugach’s rates have remained suprisingiy 
constan t over the past 30 years, a l though  
electrical usage has soared .  T he  average 
residential usage in 1984 was 805.4 kW h 
per m onth .

Outside: Residentia l e lec tric  bills a t  750  K W H *

0 S 2 9 .4 4 Q  Portland

E2SS50.81SJ c h u g a c h

E E S S 5 7 . 66 £ £ 3 3 9 1  Houston 

S S e S Q S l !  S 78 .14 C 2 S S S H H  Honolulu 

■ rim T «m fn «riim i J>y6.70y 5 5 B 8 B H M  San Diego 

IS 1 0 7 . 1 9 E 7 3 Z 3 2 S 2 2 3 S  9  New York

In A laska**
£ 2 3 5 4 8 .9 9  [ 3  Anchorage (ML&P) 

15 58 .6 9 (2 2 5 2 3  Homer 

IS 6 6 .2 9  Palmer

H S S S ^ 9 I S 8 4 . 2 5  F B B g B g g E a Fairbanks

U B S 8s 124.19 E55 Kodiak

•As of Feb. I. 1984 Source: National Association of Regulatory Utility Commissioners 
" A s  o f March I, 1985 Source: Alaska Public Utilities Commission



Alaska's 
Energy Policy 

in a Global 
Context

An Inform al Tour 
of a M odern M aze

by Arlon Tussing

W ORLD ENERG Y FUTURES

How one looks at Alaska's energy policy choices depends mainly on 

one's perceptions c ' what world energy markets will look like over the next 

10 to 20 years. Some of the perceptions that stood behind the State's poli­

cies during the late 1970s and the early 1980s now need to be reassessed. 

Specifically, we should look again at the notion that we face a long-term 

tightening of energy markets worldwide, and that oil prices (and, hence, the 

value of Alaska's fossil fuel resources) will continue to increase without letup. 

It is time to reexamine the belief that Alaska can look forward to brighten­

ing prospects for energy-related export ventures which could, in turn, sustain 

economic growth in the state.

Arlon R. Tussing is professor o f  economics at the University o f  Alaska's Institute 
o f  Social and Economic Research. Anchorage, and president o f  A R T  A , Inc., Seattle, 
Tussing Is well known fo r  his impressive record in the past few  years fo r  controversial 
but accurate forecasts in the energy pricing market. He is co-author o f  "Tha Natural 
Gas Industry: Evolution, Structure, and Economics."
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;  This belief rests on a fundamentally flawed picture of the 
world energy outlook and Alaska’s energy-related opportunities. 
It reflects, at best, a myopic view of the events of the 1970s. The 
last few years showed that lasting and worsening energy traumas 

are not inevitable, at least in the short term. And a look at the 
cycles and trends of energy prices over the preceding hundred 
years calls into question doomsday rhetoric for the long term, 

as well.
History shows us that oil prices, in particular, are violently 

cyclical, at least w ithout an overwhelming regulatory presence like 
that of the Texas Railroad Commission between 1935 and 1972. 
Oil is a commodity and, like soybeans or copper, its price fluctu­
ates annually and over longer periods. If we look at 130 years of 
crude-oil prices in the United States, we find no long-term trend; 
that is, the overall pattern is pretty flat -  with an average some­
where on the order of S14 a barrel in today's prices. But we also 
find dramatic short-term fluctuations: prices have moved up or 
down an average of about 20 percent per year.

Perhaps the most important lesson to be gleaned from these 

historical statistics is that there is no confident basis upon which 
to forecast oil prices in the year 1990, 1995, or 2000. It is not 
inconceivable that prices will again reach down to the levels 
prevailing before 1972 -  less than S10 per barrel in today's 
dollars — or that spot prices could for a nonce reach S50 or more. 
The important point is that even if, as I suspect, S15 is about the 
"right" price for the long run, S15 is not a stable "equilibrium "  
that provides a basis for long-term business or public planning.

In the years before 1973, the energy establishment -sum ed, 
perhaps unconsciously, that there was such an equilibrium be­

cause the Texas Railroad Commission had been stabilizing domes­
tic (and, w ith the help of the Seven Sisters, global) oil prices for 
decades. From 1935 to 1972, the average annual change, up or 
down, in U.S. constant-dollar crude-oil prices was only about 4 
percent. The Commission wielded such power because Texas 
producers controlled and contained the bulk of the world's 

discretionary oil-producing capacity. Texas authorities could 

increase production enough to cover any surge in demand result­
ing from a world-wide economic boom; they could also slow down 
production to prevent a petroleum glut and consequent price 

crashes.

As a result, we were blessed with 35 to 40 years of stable oil 
prices. In a sense, it was a fool's paradise that gave rise to the 
conviction that there was indeed a long-term equilibrium price 
of oil. Stability led to complacency, and the world shifted almost 
totally to dependence on oil for its industrial, electrical-generation, 
and transportation fuels. During the 1960s, for example, Japan's 
oil consumption expanded at a compound rate of 18 percent per 
year. Even in Europe, a 7 percent compound growth rate prevailed.

Reality obtruded in the early 1970s, however, when Texas 
(and Louisiana) ran out of the spare producing capacity that 
allowed state conservation authorities to use their power over 
production rates to prevent the Middle Eastern crises of 1954, 
1957, and 1967 from causing more than a ripple in prices. The 

disturbances of 1973-74 touched off a consumer panic.which 
produced a run-up of spot-market prices. The oil-producing 
nations of the Middle East then voluntarily and individually 
reduced their production (without any urging or direction from  
OPEC) and reduced their exports to a degree that sustained prices 
at the spot-market levels reached at the peak of the panic. The 

initial price run-up had so inflated their revenues that they didn't

These sections of pipe were being moved from storage yards at along the 800-m ile trans-Alaska pipeline route. (A ll pipelir 
Fairbanks, Valdez and Prudhoe Bay to intermediate storage sites photographs courtesy of Alyeska Pipeline Service Company.)
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know what to do with it all. During this period, even Alaska's 
government leaders suspected that the era of rising oil prices 
meant that oil left in the ground would yield a higher and more 

secure return than any conceivable investment founded on today's 
cash proceeds from oil production.

A similar progression o f events unfolded in 1979. This time, 
however, the market panic that arose from the Iranian Revolution 
was not even a response to an actual cutoff in supplies. The supply 
shrinkage happened only after prices went up, and the cutback 
was engineered in Saudi Arabia -  not in Iran. This second oil* 
price shock pushed prices to a level that was seif-defeating. The 
oil states had now largely priced oil out of the world's industrial 
fuel markets.

A t any price above S20 in today's dollars, there is no market 
for oil as an industrial bulk fuel or for the generation of electri­
c ity , wherever coal or natural gas is available. Coal from new mines 
in North America shipped through new terminals in new ships can 

be burned in new plants with scrubbers or other technology suffi­
cient to meet the tightest environmental standards, at any tidewater 
site in the world, and still undercut S20 oil. Ih e  nearly unlimited 
availability of coal in the long run therefore ultimately sets a 
price cap on oil somewhere below S20 a barrel.

By the same token, as long as oil is priced anywhere above 

S20 per barrel, industries throughout the world will continue to 
reduce their consumption of oil in favor of coal (or natural gas, 
or other energy resources w ith favorable local economics). The 
world, after all, has no need for any specific energy commodity. 
All that civilization requires are the calories for light heat, and 
motive power, and simple hydrocarbon molecules to serve as the 

building blocks for making more complex organic chemicals. For 
each of these used, established technology offers several candidates, 
and liquid petroleum will remain the fuel or feedstock of choice 
in each one of them only where and forso long as it is the cheapest.

The price run-ups of the 1970s were thus not the product of 
terminal resource depletion, but only artifacts of a too-long 
suppressed commodity cycle. Such cycles are inevitable, however, 
because fuel-use decisions are incorporated in long-lived capital 
goods, like transportation equipment, buildings, industrial pro­
cesses, and appliances. Periods of short supply give way to buyers' 
markets and vice vena because neither production nor demand 
can react instantaneously to changed circumstances, but they do 
unfailingly react. ,nd, because of the delay and uncertainty of the 
reaction, they tend to overreact.

The reactions and overreactions to the market conditions of 
the 1970s still have plenty o f momentum. Even today's economic 
recovery does not bode well for oil producers and other energy 
purveyors struggling with a glutted market. Revival carries with 
it some short-term consumption gains, but it means mainly a more 

rapid replacement o f fuel-inefficient vehicles, buildings, industrial 
machinery, and appliances by durables designed in a high-price, 
energy-conscious environment.

WPPSS AND
O TH ER PUBLIC E N ER G Y  PROBLEMS

A number o f oublic power agencies that made long-term in­
vestments based on the faulty wisdom of the immediate past now 
find themselves in deep trouble. The public power agencies of

western North America, for example, embarked on a very large 
construction program because they anticipated higher and higher 
alternative fuel prices and because they assumed that electricity 
demand was largely insensitive to price. The Washington Public 
Power Supply System (WPPSS) invested in a nuclear future. Pri­
vate utilities and public oower agencies in several Western states 
invested in expensive coal-fired plants, while British Columbia's 
public power agency pushed forward a massive scheme for hydro­
power development.

These agencies are now finding, however, that the power 
simply is not needed in their own districts. Worse yet, nobody 

else needs it either, at least at prices proportional to the debt 
service they incurred in construction. High prices have depressed 
demand, and even higher prices for incomplete and abandoned 
plants could provoke a dangerous "death spiral," in which u tili­
ties attempt to charge higher per-unit prices as demand falls, which 
exacerbates their sales losses.

A nuclear plant, for example, has an enormous embedded 
fixed cost. But once it is built, its operating costs are trivial. 
What this means is that in a supply surplus, the u tility  and its reg­
ular consumers benefit from sales to  marginal and off-system cus­
tomers, so long as they pay anything at all in excess of variable 
operating costs. The same is true -  even more so — with a hydro 

project like Susitna whose fixed costs per kilow att of capacity 
are greater, and its operating costs per kilowatt-hour of sales even 
less, than is the case for nuclear generating stations. [

Consider these events: British Columbia Hydro, facing a 
huge surplus of power it cannot sell within the province at a price 
that will recover its costs, has executed a long-term sales contract 
w ith the Los Angeles Department of Water and Power. The city 
will use the imported power to displace o il-or gas-fired generation. 
Meanwhile, Bonneville Power Administration has been offering 
its surplus hydropower to California utilities for what it perceives 
to be their "avoided cost" for fossil-fuel generation — about 4.5 
cents per kilowatt-hour -  even though fixed-cost amortization 
for the WPPSS plants may run about 12 cents. BC Hydro offers 
its hydro surplus for less than 3 cents, however, whereupon the 
administrator of Bonneville (sounding like one of the villainous 
private-power magnates o f yore) says: "O ur transmission lines are 
not common carriers and we have no obligation to carry power 
for others to the detriment of our own marketing program."

Now what does BC Hydro do? It  goes shopping around the 
State of Washington, reminding those utilities who are tied to 
the Bonneville system that Bonneville is going to jack up their 
rates to cover the costs of the recently completed and soon-to- 
be abandoned nuclear plants. 8C Hydro then offers to sell power 

to these utilities in the future for a substantial discount off 
whatever price Bonneville charges. Ironically, BC could sell to 

some of Bonneville's regular customers in the Northwest w ith­
out obtaining access to Bonneville's lines. Seattle City Light, 
for example, has transmission lines extending to the Canadian 

border; this u tility  would probably be delighted, moreover, to 
"w heel" British Columbia Power for the Snohomish PUD, various 
aluminum companies, and other customers that are now captives 
of Bonneville. Bonneville's latest attempt to avoid a cutthroat 
battle over the California market has been to propose itself as 
leader o f a cartel of potential suppliers.
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This situation arises because Northwest utilities and public 
power agencies are all troubled by excess capacity bearing high 
fixed costs. 9ut at least they do have options for wooing export 
sales. Susitna wouldn't even have this safety valve.

The parable of today's Northwest power surplus also illus­
trates the general state of world energy markets. Everywhere we 
turn, inter- and intra-fuel competition is more intense than at any 
other time in living memory, and the potential for price-cutting 
wars exists in many quarters. Oil markets have yet to succumb to 
panic and disorder on the way down (as they twice did during the 
1970s on the way up), but every OPEC country w ithout excep­
tion has a growing budget deficit. Some of them are very poor, 
and their leaders have to cope with tremendous domestic problems 
and unrest. Once a price war breaks out, they will exhibit little  

discipline in cleaving to the production and price mandates that 
OPEC may issue.

O U TLO O K  FOR
THE Y U K O N -P A C IF IC  PLAN

The present and continuing surplus in world oil markets has 
implications for Alaska's export energy dreams. The Yukon-Pacific 

plan for exporting North Slope gas is based on the notion that the 
Japanese and Koreans will surely wish to purchase Alaska's g3s 
(transported through a high-cost pipeline) even though utilities in 
the Lower 48  do not. Project promoters point to the quest in the 

Orient for energy diversity and for reduced dependence on Middle 
Eastern energy sources. Even if this remains a major goal. Japan 
and Korea are still looking for diversity at the lowest possible 

price relative to Persian G ulf oil.
And therein lies the glitch. Future oil prices are wholly un­

certain and, as I mentioned earlier, a price rout is not inconceiv­
able sometime in the near future. Investors today, whether they 
be North American or East Asian, will not touch any new oil- 
displacement project that could not survive a continued downward 
drift in oil prices for maybe another ten years. No one is going 
to risk S20 to S30 billion on an LNG export project whose cost 
recovery demands stable or even upward-trending oil prices.

Worse yet, Middle Eastern oil is no longer the strategic com­
petitor to international LNG schemes. Huge surpluses of flared or 
shut-in gas are available to Pacific Rim markets from tidewater 
locations that do not need an all-Alaska pipeline, or its counter­
part in Canada. It is gas-to-gas competition that will henceforward 
determine the export value of North American LNG. The value to 
Japan of a new LNG  supply may in some sense be worth the price 

of the crude-oil imports it displaces, but the huge global inventory 
of undeveloped gas reserves means that a Japanese company 
would be foolish to promise that much. Is it reasonable, in other 
words, to expect Japanese or Koreans to offer a price for Alaska 
gas sufficient to cover a S30 billion pipeline when gas is still 
being flared in the coastal oil fields of Mexico, Saudi Arabia, and 
Indonesia, and while the USSR, Malaysia, China, and a host of 
other countries have discovered but unexploited coastal reserves 
of "non-associated" gas? J

CHOICES FOR A LA S K A

What is going on outside of Alaska does indeed affect energy 
choices in this state. Anyone who thinks that a very expensive.

if
I
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capital-intensive hydropower project is justified by the expecta- ' 
.* tion of further increases in the price of fossil fuels, and that 

Alaska's natural gas and coal are more valuable as expons than as 
domestic fuels, is taking the risk of replacing the lowest-price 
thermal energy in North America with about the highest-cost 
large-scale electrical generation anywhere in the world.

Alaska's economic prospects are already shaky because of the 
state's utter dependence on its oil exports. There is risk of further 
crippling the state with huge capital investments, like Susitna, 
that may not be able to pay for themselves. Repeating on a larger 
scale the hydro project problems in southeast Alaska is really 
asking for trouble. If oil prices five years from now are inherently 

unpredictable, however,'and long-lived megaprojects like Susitna 
unacceptably risky, how can a community plan its own energy 

future?
Foremost, the choice of energy alternatives must be tied to 

the life cycle of the equipment in question. Diesel generators and 
combustion turbines have an advantage over highly capital-in­
tensive projects like most hydro or nuclear power plants because 
a utility can write o ff the equipment in a relatively short time. 
The bulk of the cost of power generation with such initially low- 
priced installations is fuel. Thus, if demand is less than anticipated, 
the u tility  can shut down the generators (thereby saving fuel costs) 
w ithout suffering high recurring fixed costs for debt service. If 
oil proves to be an unattractive fuel source in some future year, 
diesel generators or turbines can be mothballed or even retired 

with comparatively little financial trauma. Conversely, if power 
demand grows faster than expected, the utility can buy such oil- 
or gas-fired equipment practically "o ff the shelf" and have it 
installed in a matter of months.

The argument for many high-cost energy-supply ventures 

rests on the proposition that they will pay for themselves in 20, 
30, or 50 years, even if they are uneconomic at the beginning. It 
should be obvious, however, that projections of energy "needs," 
fuel costs, and technical options extending more than 20 years 
are merely convenient fictions, and they should have little credi­
bility as the basis for today's investment decisions. A u tility  or a 
public entity considering laying out a lot of money on a big 
central-station generating plant on the basis of a 20 to 50 year 
cost-benefit calculus should, at minimum, look at the "downside" 
risks. It  should not, for example, launch big hydro or nuclear 
programs unless facility construction is justified by the lowest 
reasonable power-demand and oil-price forecasts. One element 
continually missing from the Power Authority's Susitna assess­
ments is, however, a clear explanation of the consequences for 
Railbelt ratepayers, the State's fiscal position, and Alaska's econ­
omy if the demand and fuel-price projections of its carefully 
selected forecasters turn out to be wrong.

One effective way around the dangers of backing the wrong 
horse in power generation is to have a variety o f generating tech­
nologies. Ideally, utilities should use a different technology for 
their base-load generation from the ones they use for peaking or 
reserve capacity. Small communities, obviously, have fewer 
opportunities for diversification. In the Railbelt, nevertheless, 
a mix of technologies is certainly attainable — although the likely 
price and availability of natural gas in the region may well argue 
for a concentration in gas power over the planning horizon.
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N A T U R A L  GAS AND  
A LA S K A  ENER G Y D E M A N D

Not everybody agrees with the Acres, Battelle, and Kentco 
reports that rejected natural gas as a fuel for the Railbelt on the 
theory that its price in Alaska will be tied to a rising oil-import 
price in Japan. The export market is probably not the decisive 
element, whether or not that market fo r gas grows. Right now, 
the proved reserves of gas in Cook Inlet are equal to something on 
the order of 70 years of Anchorage-based demand at today's 
level, and at least 20 years if the gas-consuming industrial plants 
on the Kenai and the present LNG export facility are included. 
That's a lot of energy security by anyone's standards. Neverthe­
less, there is little likelihood that today's proved reserves contain 
all that w ill ever become accessible to Southcentral Alaska. As 
long as reserves represent more than 10 or 15 years of future pro­
duction. it just doesn't pay the oil companies to search for gas or

Aerial view of Devil Canyon. (Photograph by Eric Yould.)

to drill up known prospects that are not yet considered proved 
reserves.

In any case, enough gas has already been discovered to serve 

Anchorage basin gas-utility demand and Raiibelt electrical demand 
at lower cost than Susitna power, at least through the rest of the 
century. In a sense, this outlook enables Railbelt citizens and 
their utilities to put off the need to choose among high-capital 
cost options. Cook Inlet gas will be there at an acceptable cost for 
as long as it's worth thinking about.

Years ahead, when and if Cook Inlet gas is truly nearing de­
pletion, there will be plenty of time to look at alternatives, in­
cluding coal, medium-size hydro projects like Bradley Lake and 

perhaps even megaprojects like Susitna, Cook Inlet tidal power or 
a new, less troublesome generation of nuclear plants. But now is 

not the time to consider them as realistic planning alternatives or 
to spend tens of millions of dollars each year in the engineering, 
promotional, or research and development efforts on options that 
may not even be in the running when something new is really 

needed. When the gas begins to  run short, the Railbelt will have 
plenty of warning, and you can bet that technological options 
are going to be a lot more varied and sophisticated 10 or 15 
years in the future than they are today.

COST O VERRU NS

In addition to the darger of long-lasting supply and price 

commitments attendant to high-cost, capital-intensive energy 
projects, these ventures pose notorious dangers of cost overruns 
during the construction period. Cost overruns can triple or quad­
ruple project costs. They are, of course, a management problem 
and they are subject to the swings of inflation and interest rates. 
But there is a far more insidious problem; the forces and rationales 
within the community that press for these megaprojects are indif­
ferent to  costs. More precisely, the demand within Southeastern 
Alaska for state-funded hydro projects was based more on the 
short-term payroll effects than on future energy needs. And 
because of this, there is a tendency for the boomer factions in 

Alaska's public life to act as if the bigger and more expensive 
the project, the better it will be for the state.

The big thrust for Susitna indeed arises not so much because 
there is a respectable case for it as an investment in Alaska's 
distant future, but rather because it involves enormous spending 
in lue near term. The more costly it is, the more jobs it would 
"create," and the more popular it becomes with everyone who 
perceives it will be built with somebody else's money. Susitna 
is the most popular project in the neighborhood precisely because 

it  is the biggest. In this context, the forces that select these proj­
ects can be expected to undermine any will on the part of a com­
munity's political system to control costs. It would be incon­
ceivable, in light of the principal motivation for building the proj­
ect, that the Power Authority would he allowed to hold costs 

down by hiring Korean construction firms to build Susitna with 
Pakistani (or even non-union American) labor.

Consider the Four-Dam Power Pool in Southeast Alaska. 
Every stupid disaster connected with that project was warned a- 
gainst by outside consultants, by skeptical legislators, and even 
by Power Authority staff. The projects were too big, they were 
goldplated, they were incompetently managed, and they were 
built w ithout power-sales commitments or long-term financing.
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Even those legislators from the affected communities, who under­
stood the problems, nevertheless voted to approve them, because it 
was clear that the communities to be served by the dams would 
bear none of the costs o f overbuilding. Anyone who looked 
thoughtfully at those programs (and there were many) knew that 
they were overbuilt and that the cost of power, if it was market­
able, would exceed what a smaller project could have yielded, and 
would in fact exceed the costs of diesel alternatives. The Power 
Authority went ahead anyway with the explicit or tacit consent 
of both branches of state government because the true thrust of 
the program was to spend construction dollars. The Power Au­
thority thus let itself get into the position of trying to do well 
what shouldn't have been done in the first place.

Alaskans will naturally regard construction as a "basic" 
industry as long as it is sustained largely by federal appropria­
tions, big oil companies, or a seemingly bottomless state treasury, 
and wherever the members of the impacted community are not 
clearly responsible (through taxes, utility rates, or bonded indebt­
edness) for the costs of overcapacity, gold plating or pyramid 
building. In Alaska's present political mood, checks and balances 
are both weak and unpopular. It  would be too bad, however, if 
the only effective check on construction boondoggles turns out 

to be a deep economic slump, accompanied by a 
wave of defaults on state-sponsored ventures. 

Let me conclude with a half-upbeat note. 
No longer are huge costs overruns in­

evitable or even likely on every big 
project.

In the 1970s, macroeconomic 

conditions doomed large 
construction projects 

everywhere to cost 
overruns. General 

inflation was 

accelerating, 
and interest 

rates were 
moving in 

track.

\

Ouring that period, labor rates for construction ran ahead of infla­
tion. Environmental, safety, and other technical regulation was 
becoming more complex and demanding.
Everybody, therefore, chronically under­
estimated "as-built" costs, construction 
times, and interim financing costs.

Now, tight money, surplus capacity, 
and the collapse of unrealistic expectations 
about future energy prices have given us a 

global and national construction-services 
market (outside Alaska anyway), bids are 
coming in under the owner's engineering 

estimates and projects are coming in under 
budget and on time. The era of inevitable 
massive cost overruns and delays is over, 
along with the energy crisis and the boom 
and shortage periods of the 1970s. 8ut this 
outlook may not carry much hope for 
unneeded or ill-timed projects. Cost over­
runs can be expected to continue for public 
projects in Alasxa as long as there is no will 
to control costs, as long as state funds .  
are treated as if they belong to _ 
nobody, and as long as those who 

.make the oo-anead Hpricinn rinn^-  
bear the responsibility for nl- - 
,timate costs. Cost overruns 
will be the norm as long 

as state-funded projects, 
and particularly hydro 

projects, are advocated 
largely as public works 

programs to keep the 
construction industry in 
business and growing. ♦

i
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INTRODUCTION

En e r g y  O p t i o n s  85 was a three day c o n f e r e n c e  held on March 8-11, 1985 at 

the Egan C o n v e n t i o n  Ce n t e r  in Anchorage. The c o n f e r e n c e  c o n s i s t e d  of a 

two day general c o n f e r e n c e  for th e  public, f o l l o w e d  by a s i n g l e  

p r o f e s s i o n a l  day. Its energy t rade show r e c e i v e d  2000 v i s i t o r s  o v e r  the 

t hree day period to the s u b s t a n t i a l  s a t i s f a c t i o n  of 40 exhibitors. O v e r  

400 p a r t i c i p a n t s  attended 94 s e s s i o n s  on the technical, p r o g r a m  and 

policy a s p e c t s  of c o n s e r v a t i o n  and r e n e w a b l e  energy. S i x t y  s p e a k e r s  

from Alaska, Canada, and th e  lower 48 shed light on the major 

a c c o m p l i s h m e n t s  in this field t hat can c o n t r i b u t e  to A l a s k a ' s  en e r g y  

picture.

For example, Jan Hamrin of the I n d e p e n d e n t  Power Pro d u c e r s  A s s o c i a t i o n  

r e p o r t e d  t hat C a l i f o r n i a  now has 1,050 MW of i n d e p e n d e n t l y  p r o d u c e d  

energy on line and g e n e r a t i n g  e l e c t r i c i t y  in tha C a l i f o r n i a  grid. 

T h a t '3 a 525k increase since 1981. A total of 6 . 0 0 0  MW are on contract, 

with 60k of these in co-gene r a t i o n ,  w a s t a - t o - e n e r g y  and biomass.

C a n a d a  and S c a n d i n a v i a  have d e m o n s t r a t e d  that c l i m a t i c a l l y  a p p r o p r i a t e  

re s e a r c h  and d e v e l o p m e n t  have p r o duced i m p r e s s i v e  r e s u l t s  in a r c t i c  

e n e r g y  t e c h nologies. Tha Swe d e s  h ave produ c e d  qual i t y  h o u s i n g  that 

t y p i c a l l y  c o n s u m e s  50k of the ene r g y  of A l a s k a n  homes. Our neighbors, 

the Canadians, have researched, d e m o n s t r a t e d  and c o m m e r c i a l i z e d  

s u p e r i n s u l a t e d  homes in a pe r i o d  of 7 years. C o n f i d e n c e  in this 

t a c h n o l o g y  is so high that the C a n a d i a n  g o v e r n m e n t  now o f f e r s  a S3 , 0 0 0  

re b a t e  to w a r d  the c o n s t r u c t i o n  of a s u p e r i n s u l a t e d  home. As a r e s u l t  of 

t hese r e s e a r c h  efforts, 3 u p e r i n s u l a t i o n  is now being d e m o n s t r a t e d  in 

M o n t a n a  and in an a g g r e s s i v e  500 unit prog r a m  by B o n n e v i l l e  P ower 

Authority. Denmark, at the s a m e  l a t itude as Ketchikan, has invested  

p r o f i t a b l y  in pro d u c i n g  the b e s t  marine q u a l i t y  wind g e n e r a t o r  in the 

w o r l d .

By identifyin- c o n s e r v a t i o n  and en e r g y  m a n a g e m e n t  93 a s u p p l y  option, 

u t i l i t i e s  n a t i o n w i d e  .'ave m o d e r a t e d  growth, r e d u c e d  load or s t a b a l i z e d  

r ates as needed. The City of Tacoma has r e c e n t l y  adopted a s t r i n g e n t  

b u i l d i n g  code for their climate, <R 19 walls, R 38 c e i l i n g s  and triple  

p ane windows) because it3 cos t  at 1.9c per KwH is s u b s t a n t i a l l y  lass 

t ha n  the cost to produce new elect r i c a l  resources. P a c i f i c  Gas and 

E l e c t r i c  (PGE) has a better buy in it3 re s i d e n t i a l  audit p r o g r a m  at 3.1 c  

p e r  kwh, c o m m e r c i a l  energy i n v e s t m e n t  reba t e s  at .7c per KwH and 

a p p l i a n c e  e f f i c i e n c y  rebates at 2.5c per KwH, than their m a r g i n a l  c o s t  

of e l e c t r i c i t y  at 8.7c per KwH. Fully 40k of PGE's 10 year load f o r c a s t  

is p r o j e c t e d  to be met through c o n s e r v a t i o n  and load management. C l o s e r  

to home, a recent r o e v a l u a t i o n  of Chug a c h  Elect r i c  A s s o c i a t i o n ' s
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r a a i d e n t i a l  load f o r c a s t  f ound tha t  a 30* s h o r t f a l l  in p r o j e c t e d  d e m a n d  

c o u l d  be larg e l y  a t t r i b u t e d  to inc r a a a a a  in a p p l i a n c e  efficiency.

E nergy m a n a g e m e n t  haa emer g e d  aa a i m p o r t a n t  e c o n o m i c  d e v e l o p m e n t  

strategy. The C a l i f o r n i a  Energy C o m m i a a j o n  r e p o r t s  that the c o r p o r a t e  

energy tax c r e d i t  in tha t  s t a t e  is r e s p o n s i b l e  for c r e a t i n g  2 1 , 0 0 0  job3 

and 31.1 b i l l i o n  in e c o n o m i c  development. The c o a t  to tha a t a t a  waa 

3 120 m i l l i o n  in r e d u c e d  taxes. Priv a t e  s e c t o r  interest in Alas k a n  

e n e r g y  p r o d u c t i o n  waa clea r l y  in e v i d e n c e  at En e r g y  O p t i o n s  85.

TH E  E C O N O M I C  C L I M A T E  FOR C O N S E R V A T I O N  AND R E N E W A B L E S

C o n f e r e n c e  p a r t i c i p a n t s  r e c o g n i z e d  that the a d v a n c e s  in North e r n  

t e c h n o l o g y  a c h i e v e d  by Sweden, Denmark, Canada, and C a l i f o r n i a  can be 

e q u a l l e d  in Alaska. They n o t e d  tha t  in s pite of high ene r g y  c o s t s  and 

a b u n d a n t  e n e r g y  resources, the p o s i t i v e  a t m o s p h e r e  that has made for 

s i g n i f i c a n t  d e v e l o p m e n t  of t hose t e c h n o l o g i e s  in other c o u n t r i e s  seems

to be a b s e n t  in Alaska. T hree e x a mples i l l u s t r a t e  the point:

« It is ironic that the Railbelt, w h i c h  haa the l a r g e s t  load

c e n t e r  in the state, has not e x p l o r e d  load management, 

c o g e n e r a t i o n ,  c o n s e r v a t i o n  or su p p l y  a l t e r n a t i v e s  s i m i l a r  to 

the C a l i f o r n i a  experience. Tha c o s t 3  for inv e s t i n g  in t hese 

t e c h n o l o g i e s  is t y p i c a l l y  less than S o u t h c e n t r a l  marginal 

an a r g y  ccst3.

» The l o n g e s t  term b e n e f i t  to S o u t h c e n t r a l  Alaska would be in

m a n a g i n g  Cook Inlet gas r e s e r v e s  to a c h i e v e  it3 m a x i m u m  fuel 

potential, yet c o m b u s t i o n  e f f i c i e n c y  for S o u t h c e n t r a l  

e l e c t r i c  u t i l i t i e s  i3 c o m m o n l y  u nder 30*.

» I n v e s t m e n t  tax credits, en e r g y  tax credits, and other- state

i n c e n t i v e s  could a t t r a c t  inv e s t o r s  to take an i n t erest in 

bu3h w a s t e  hea t  recovery, yet the s tate has assu m e d  v i r t u a l l y  

100* of the fund i n g  of this activity.

Several e l e m e n t s  must be p r e s e n t  to fo s t e r  a p o s i t i v e  a t m o s p h e r e  for a

d i v e r s i f i e d  en e r g y  su p p l y  based on local resources. They are:

* p o s i t i v e  g o v e r n m e n t  p r o g r a m s  tha t  f ocus on r e s o u r c e  

a ssessment, r e s e a r c h  and d e v e l o p m e n t  and fi n a n c i a l  incen t i v e s 

for investment.

* c e r t a i n t y  in the e c o n o m i c  c l i m a t e  based on stable, p o s i t i v e  

r e g u l a t o r y  and a d m i n i s t r a t i v e  environment.
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a hi g h l y  c o m p a t a t i v e  and 

d i v e r s i f i e d  energy industry.

t e c h n i c a l l y  c o m p e t e n t  and

* a u t i l i t y  sys t e m  or grid tha t  ha s  not o v e r b u i l t  its

e l e c t r i c a l  g e n e r a t i o n  capacity.

The m a j ority of p a r t i c i p a n t s  at En e r g y  O p t i o n s  85 s u p p o r t  a r e a l i g n m e n t  

of 3tate enregy p o l i c y  tha t  w o u l d  a t t e m p t  to b a l a n c e  e q u i t y  with long 

term s u s t a i n a b i l i t y .  This i n t e g r a t e d  a p p r o a c h  to energy p r o g r a m m i n g  

w ould be based on r e s t o r a t i o n  of i n c e n t i v e s  f o r  energy investment, 

w e l l - p l a n n e d  r e s e a r c h  and development, and e f f i c i e n t  housing. Rural 

Al a s k a n s  still fac e  high energy c o s t s  and the la r g e r  c o n t e x t  of the cash 

poor rural economy. They can bes t  be s e r v e d  by an ef f o r t  to move 

c o n s e r v a t i o n  and r e n e w a b l e  t e c h n o l o g i e s  into the m a r k e t  place or supply 

system w h i l e  the s t a t e  still has m oney to b r i d g e  high c o s t 3  with 

subsidies. The f o l l o w i n g  s e c t i o n s  o u t l i n e  p r o g r a m  e l e m e n t s  to achieve 

this g o a l .

THE ENERGY P R O G R A M  FOR ALASKA: A R E A L I G N M E N T  

Energy E f f i c i e n t  H o u s i n g

Build i n g  c o n s t r u c t i o n  e f f i c i e n c y  was a major f o c u s  of Energy O p t i o n s  85. 

E m p h a s i s  c o n t i n u e d  on p r e s e n t i n g  to over 200 0  b u i l d e r s  and h o m e o w n e r s  

curr e n t  and a v a i l a b l e  e n e r g y  e f f i c i e n t  techno l o g y .  In a panel 

d i s c u s s i o n  on e f f i c i e n t  c o n s truction, b u i l d e r s  n o t e d  that a l t h o u g h  the 

heating sea s o n  in A l a s k a  is two to four t i m e s  33 s e v e r e  as as the lower 

48, the m a j o r i t y  of h omes built in Al a s k a  are b uilt to l ower 48 

standards. The c o n s e n s u s  a mong b u i l d e r s  was t hat the general pu b l i c 

still is u n a w a r e  of the cost b e n e f i t  of e n e r g y  c o n s e r v a t i o n  in c o m f o r t  

and dollar savings. A l t h o u g h  m o a t  people are f a m i l i a r  with c o n s e r v a t i o n  

techniques, they do not have the tools to q u a n i t f y  the c o s t s  of 

in s t a llation and the b e n e f i t s  of r e d u c e d  fuel bills. S c o r e s  of 

pr i v a t e l y  b uilt en e r g y  e f f i c i e n t  Alas k a n  h o u s e s  have not been m o n i t o r e d  

for performance.

D o c u m e n t a t i o n  cf h o u s e h o l d  en e r g y  use r e v e a l s  t h a t  the c ost of home 

h e a t i n g  e x c e e d s  e l e c t r i c a l  cost in rural A l a s k a  by as much as a factor 

of five. The q u a l i t y  of new c o n s t r u c t i o n  i3 larg e l y  d e p e n d e n t  upon HUD, 

an agency that has d i f f i c u l t y  in r e s p o n d i n g  to local priorities. While 

f und i n g  s e r i o u s l y  c u r t a i l s  the p o s s i b l e  i n v e s t m e n t  by HUD in energy 

efficiency, the s h o r t f a l l  is o ften paid many t i m e s  o ver in Low Income 

E nergy A s s i s s t a n c e  payments. Furthermore, rural h o m e s  are r e k n o w n  for 

c old floors and d r a f t s  that j e o p a r d i z e  the h e a l t h  of c h i l d r e n  and 

elders. Sweden, on the o ther hand, has d e f i n e d  energy as a hous i n g
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prob l e m  and i n i t i a t e d  a se r i e s  of i n c e n t i v e s  tha t  have a c h i e v e d  a 

c o m f o r t a b l e  h o u s i n g  3 tock that is f ully 50* mor e  e f f i c i e n t  t han its 

A l a s k a n  c o u n t erpart. It is in h o u s i n g  tha t  the most s i g n i f i c a n t  g a i n s 

in en e r g y  savi n g s  and he a l t h  b e n e f i t s  can be made. T w o  p r o m i s i n g  new 

d e v e l o p m e n t s  w i t h i n  the housing industry took s h a p e  this year.

* The E n e r g y  M o r g a g e  V a l u a t i o n  P r o g r a m . g i v e s  an e n e r g y  rating 

to h o m e s  to inform the p u r c h a s e r  of the e n e r g y  e f f i c i e n c y  of 

the structure. Home bu y e r s  are a b l e  to q u a l i f y  at a hi g h e r  

debt to income ratio to p u r c h a s e  ene r g y  e f f i c i e n t  h o m e s  

b e c a u s e  their hig h e r  mont h l y  m o r g a g e  p a y m e n t  will be o f f s e t  

by l ower fuel bills. T his program, d e v e l o p e d  by the W e s t e r n  

R e s o u r c e s  Institute, has been a p p r o v e d  by both Fannie Mae and 

the F r e d d i e  Mac. The Morg a g e  V a l u a t i o n  p r o g r a m  can s t i m u l a t e  

the m a r k e t  for energy e f f i c i e n t  h o m e s  by i n c r e a s i n g  the 

nu m b e r  of income q u a l i f i e d  h o m e b u y e r s  and by c o v e r i n g  the 

hi g h e r  cost needed for m any energy e f f i c i e n t  features. An Ad 

Hoc c o m m i t t e e  of the b u i l d i n g  industry, p a r t i a l l y  f u n d e d  by 

DCRA O f f i c e  of Energy Programs, has g a i n e d  supp o r t  from tha 

b u i l d i n g  and f i n a n c i a l  comm u n i t i e s .  The s u p p o r t  e x p r e s s e d  by 

G o v e r n o r  S h e f f i e l d  for Morg a g e  V a l u a t i o n  du r i n g  Energy 

O p t i o n s  85 will s t r e n g t h e n  the p r o g r a m  and help to s e c u r e  the 

capi t a l  n e c e s s a r y  to imp l e m e n t  the program.

« L i g h t i n g  and Thermal E f f i c i e n c v  S t a n d a r d s : after a fou r  year

delay, the DCRA has and made n o t a b l e  p r o g r e s s  toward 

d e v e l o p i n g  L i g h t i n g  and Thermal S t a n d a r d s  for Alaska. A 17 

me m b e r  s t a t e w i d e  a d v i s o r y  board has met to rev i e w  e x i s t i n g  

s t a n d a r d s  from o ther states. It has d e v e l o p e d  u p - t o - d a t e  

costs for the c o n s t r u c t i o n  of en e r g y  m e a s u r e s  and fuel for 15 

r e g i o n s  of the state. The c o m m i t t e e  e x p e c t s  to h ave r e g i o n a l  

re s i d e n t i a l  sta n d a r d s  in place by the end of 1985.. The 

qual i t y  of the E f f i c i e n c y  S t a n d a r d s  e f f o r t  has left the 

c o n f e r e n c e  p a r t i c i p a n t s  o p t i m i s t i c  a bout its outcome.

To compliment, t h e s e  two initiatives, a d d i t i o n a l  a c t i o n s  are suggested:

* e v a l u a t e  e x i s t i n g  A l a s k a n  ene r g y  e f f i c i e n t  h o u s i n g  for 

ther m a l  performance, air quality, c o n s t r u c t i o n  techniques, 

c ost of construction, ect.

» set up a c o m m i t t e e  like the L i g h t i n g  and Thermal S t a n d a r d s

C o m m i t t e e  to s p e c i f i c a l l y  i n v e s t i g a t e  the real c o s t s  and 

b e n e f i t s  of s u p e r i n s u l a t i o n  and e n e r g y  e f f i c i e n t  design. 

B e n e f i t s  go beyond s i m p l e  fuel s a v i n g s  to include comfort, 

daylighting, e t c . . One large c o m m e r c i a l  f a c i l i t y  r e p o r t e d  a 

15k d e c l i n e  in a b s e n t e e i s m  upon mo v i n g  it3 e m p l o y e e s  into a 

s t r u c t u r e  d e s i g n e d  for energy e f f i c i e n c y  and day l i g h t i n g .
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Tha i n c r e a s e  in p r o d u c t i v i t y  m ore than c o m p e n s a t e d  for the 

i n c r e a s e d  cos t  for the ene r g y  features.

» i n c o r p o r a t e  the f i n d i n g s  of th e  S u p e r i n s u l a t i o n  C o m m i t t e e

into a c a r e f u l l y  p l a n n e d  r e s e a r c h  and d e v e l o p m e n t  program, 

(see below)

* D i s s e m i n a t e  f i n d i n g s  to lay and p r o f e s s i o n a l  communities.

R e s t o r i n g  the E c o n o m i c  C l i m a t e  for C o n s e r v a t i o n  and Renewal Energy

In sess i o n  a f t e r  s e s s i o n  c o n f e r e n c e  p a r t i c i p a n t s  stres s e d  tha t  the 

c o n t i n u i n g  e n e r g y  s u b s i d i e s  in A l a s k a  p r o v i d e  no long range s o l u t i o n  to 

high en e r g y  c o 3 t 3 ; a n d  t hat our c u r r e n t  ene r g y  t e c h n o l o g y  is 

i n a p p r o p r i a t e  to the a c t i c  and s u b - a r c t i c  climate. They noted that 

s t a t e  p r o j e c t s  and b u d g e t s  are e l e c t r i c i t y  centered, s i d e s t e p p i n g  the 

l a r g e r  p r o b l e m s  and o p p o r t u n i t i e s  of space h e a t i n g  and transpor t a t i o n .  

E n e r g y  b u s i n e s s m e n  and w omen s u b s t a n t i a t e d  that th e  c u r r e n t  s u b s i d i e s  

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

e n e r g y  t e c h n o l o g i e s .  Rural utilities, who h ave found their most 

r e l i a b l e  c u s t o m e r  in the State of Alaska, have no i n centive to r e d u c e  

o p e r a t i n g  costs. Rather, t h e r e  are i n d i c a t i o n s  t hat s u b s i d i e s  are 

a c t u a l l y  e n c o u r a g i n g  consumption, i n c r e a s i n g  d ependence, and, therefore, 

the r e q u i r e m e n t  for s tate subsidies.

B e y o n d  t hese f u n d a m e n t a l  p r o b l e m s  is the r e c o g n i t i o n  that the system of 

s u b s i d i e s  p r o b a b l y  c a n n o t  s u r v i v e  the r e a l i t y  of d e c l i n i n g  r e v e n u e s  and 

w ill h a v e  to change. The r e s u l t  of the ch a n g e  is u n k n o w n  and s o m e w h a t  

s e c o n d a r y  to the r e a l i t y  t hat p r i v a t e  i n v e s t o r s  can not r e s p o n s i b l y  

c o n s i d e r  b u s i n e s s  v e n t u r e s  in a c l i m a t e  of such e c o n o m i c  uncertainty.

With these p a r a m e t e r s  in mind, Alask 's E n e r g y  Program c ould be 

r e a l i g n e d  in tha f o l l o w i n g  ways:

* D e v e l o p  a s t a n d a r d  for e v a l u a t i n g  the c u m u l a t i v e  c o s t s  and 

b e n e f i t s  of energy subsidies. Set up long term s t r a t e g i e s  to 

a c h i e v e  i n c reased e f f i c i e n c y  and the lowest cost, 

u n s u b s i d i z e d  e n e r g y  option. (The 1985 E n e r g y  Plan t a k e s  a 

f i r s t  step in this direction, but even this a c c o m p l i s h m e n t  

b e c o m e s  valueless, unl e s s  the Plan beco m e s  the b a s i s  for 

s t a t e  e n e r g y  budgeting.)

* G i v e  g r e a t e r  f u n d i n g  and p l a n n i n g  a u t h o r i t y  to r e g i o n s  and
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c o m m u n i t i e s  to a c h i e v e  a be t t e r  match for c l i m a t e  and p r o g r a m 

delivery. C o n c e n t r a t e  on c o m m u n i t i e s  and r e g i o n s  tha t  are 

m o t i v a t e d  and have d e m o n s t r a t e d  s u f f i c i e n t  p l a n n i n g  and 

a d m i n i s t r a t i v e  s u p p o r t  to succeed. Let t h e s e  f irst e f f o r t s  

s e r v e  as a d e m o n s t r a t i o n  for c o m m u n i t i e s  and r e g i o n s  

c u r r e n t l y  d e a l i n g  w i t h  n o n - e n e r g y  pr i o r i t i e s .  Build s u c c e s s  1

R e q u i r e  that u t i l i t i e s  p a r t i c i p a t i n g  in the p o w e r  cost 

e q u a l i z a t i o n  prog r a m  m a i n t a i n  or i n c rease o p e r a t i n g  

efficiency. As s i s t  PCE u t i l i t i e s  to a c c u r a t e l y  re c o r d  costs 

and i m p r o v e  p l a n t  efficiency.

P r o v i d e  i n c e n t i v e s  for u t i l i t i e s  to r e d u c e  p r o d u c t i o n  c oats 

and for c o n s u m e r s  to i n c rease e n d - u s e  efficiency.

E n c o u r a g e  u t i l i t i e s  to p r o v i d e  i n f o r m a t i o n  and load 

m a n a g e m e n t  p r o g r a m s  for t heir r atepayers.

E s t a b l i s h  a c o r p o r a t e  e n e r g y  tax c r e d i t  for priv a t e  sector 

in v e s t m e n t s  in wind, g e o t h ermal, coal, solar, biomass, 

w a a t a - h e a t  r e c o v e r y  and b u i l d i n g  e n e r g y  management.

R e s e a r c h  and D e v e l o p m e n t

Equally i m p o r t a n t  to a p o s i t i v e  e c o n o m i c  c l i m a t e  is c o n f i d e n c e  in the 

t e c h n o l o g y  and r e s o u r c e  evaluation. Pas t  S t a t e  e f f o r t s  in r e n e w a b l e  

energy have t y p i c a l l y  been d e m o n s t r a t i o n  p r o j e c t s  that had never 

u n d e r g o n e  a p p l i e d  r e s e a r c h  or m o d i f i c a t i o n  fo r  Alaska. S i t i n g  was 

so m e t i m e s  b a s e d  more on p o l i t i c a l  r e a s o n s  than t han on the q u a l i t y  of 

the energy resource. C o m p o u n d e d  by u n d e r s t a f f e d  p r o j e c t  m a n a g e m e n t  and 

a s y s t e m a t i c  lack of monitoring, many p r o j e c t s  have y i e l d e d  

d i s a p p o i n t i n g  results. C o n s e q u e n t l y ,  the v a l u e  of r e n e w a b l e  energy 

t e c h n o l o g i e s  has c ome into question.

As a young state, much of the a v a i l a b l e  en e r g y  r e s o u r c e  data is too 

ten t a t i v e  fo r  r e s o u r c e  d e v e l opment. Alaska n e e d s  to assess and p e r f o r m  

a p r o d u c t i o n  q u a l i t y  inv e n t o r y  on ail its e n e r g y  r e s o u r c e s  from high 

effic i e n c y  h o u s i n g  to c o m p l e t i o n  of the peat inventory. A p r o d u c t i o n  

qual i t y  i n v e n t o r y  w o u l d  a llow c o m m u n i t i e s  and p r i v a t e  i n v e s t o r s  to 

e v a l u a t e  t h e i r  ene r g y  o p t i o n s  wit h  g r e a t e r  co n f i d e n c e .

The r e s o u r c e  a s s e s s m e n t  s h o u l d  be c o m p l e m e n t e d  with a planned, 

syst e m a t i c  r e s e a r c h  and d e v e l o p m e n t  prog r a m  to d e t e r m i n e  the b est energy  

t e c h n o l o g i e s  for Alaska. P r o j e c t s  sho u l d  b uild cn one a n o t h e r  and 

rigor o u s l y  p r o m o t e  only s u c c e s s f u l  t e c h nologies. In 1985, the S t a t e  of
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A la3ka will s p e n d  S480 mill i o n  on energy r e l a t e d  natters, rank i n g  above 

s tate a d m i n i s t a t i o n  and health and social s e r v i c e s  in expenditures. 

Thi3 makes A l a s k a  the 3ixth largest energy c o r p o r a t i o n  in the U.S. 

E xxon and o t h e r  ene r g y  c o r p o r a t i o n s  a l l o c a t e  6X of their b u d g e t s  for 

research and dev e l o p m e n t .  Yet A l a s k a ' s  1985 energy R and D b u d g e t  was 

.2* of the total. M o r e o v e r , the s t a t e  can b e t t e r  utilize r e s e a r c h  

talent on hand. The energy e x p e r t i s e  that the u n i v e r s i t y  and in p r i v a t e  

i n d u s t r y  is s u b s t antial.

Energy cost3 c o n t i n u e  to u n d e r m i n e  A l a s k a ' s  c o m p e t a t i v e  p o s i t i o n  in 

p r o d u c i n g  g oods and services, t h e r e b y  e f f e c t i n g  the s t r e n g t h  and 

d i v e r s i t y  of t h e  Alaska economy. P o l itical l e a d e r s h i p  and vision is 

r e q u i r e d  to d e v e l o p  via b l e  options. By i m p r o v i n g  its energy and 

i n v e s t m e n t  e fficiency, Alaska sta n d s  to b e n e f i t  from i n n o v a t i o n s  that 

i n c rease the v a l u e  of its royalty resources, or d i m i n i s h  the d e m a n d  for 

G eneral Fund transfers. Therefore, the S t a t e  sh o u l d  embark on on 

i n c e n t i v e  r a s e a r c h  p r o g r a m  which a d d r e s s e s  real p r o b l e m s  d i r e c t e d  toward 

c o n t r o l l i n g  and c o n s e r v i n g  energy use. Such a p r o g r a m  would:

* a d e q u a t e l y  fund the D i v i s i o n  of G e o l o g i c a l  and G e o p h y s i c a l

Survey, and other a g e n c i e s  as appr o p r i a t e ,  to as s e s s  and 

i n v e n t o r y  ene r g y  r e s o u r c e s  to include wind, geothermal, peat, 

biomass, and coal.

* plan an inte g r a t e d  and t a r g e t e d  R and D program. S t a n d a r d i z e

re p o r t i n g  p r o c e d u r e s  for data from research.

* T r a c k  r e s e a r c h  a c t i v i t i e s  in other N o r t h e r n  countries. W here

p o s s i b l e  c o o p e r a t e  on r e s e a r c h  p r o j e c t s  to m a x i m i z e  funding

and r e d u c e  redundancy. C o o r d i n a t e  with the federal Arctic  

R e s e a r c h  program.

» T a r g e t  a a l l o c a t i o n  of 2X ox energy r e l a t e d  funds to r e s earch

and development.

In f o r mation D i s s e m i n a t i o n

A prob l e m  that is voiced year after year at the ene r g y  c o n f e r e n c e  is the 

lack of s p e c i f i c  t e c h n i c a l  i n f o r m a t i o n  on Alaskan a p p l i c a t i o n s  of energy 

technologies. T h i s  year b u i l d e r s  and d e s i g n e r s  a g r e e d  that the general 

public is still u n a w a r e  of what e n e r g y  c o n s e r v a t i o n  c a n  mean to them in 

terms of c o m f o r t  and do l l a r  savings. U t i l i t i e s  can provide for the 

i n f o r m a t i o n  n eeds of many of their ratepayers. Pro f e s s i o n a l  groups,

com m u n i t y  leaders, and industry a s s o c i a t i o n s  need well organized, 

t a r g e t e d  energy i n f o r m a t i o n  to perf o r m  their jobs. The energy r e s ource
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and de m a n d  i ssue is easily as c o m p l e x  as the land issue has been for 

Alaska. S u b s t a n t i a l  p r o g r e s s  w a s  made in land issues only a f t e r  a 

de t e r m i n e d  e f f o r t  was made to c o o r d i n a t e  the p l a y e r s  and c o m p r e h e n s i v e l y  

re c o r d  and d i s s e m i n a t e  information. Therefore:

Mak e  a prim a r y  o b j e c t i v e  of d i s s e m i n a t i n g  i n f o r mation in the 

m ost usable and c o n s i s t e n t  f o r m s  possible.

* C o o r d i a t e  with utilities, p r o f e s s i o n a l  o r g anizations, and

local g o v e r n m e n t s  for dis s e m i n a t i o n .

S O U R C E B O O K

The Energy O p t i o n s  85 S o u r c e b o o k  and P r o c e e d i n g s  c h r o n i c a l s  in d e p t h  the 

t e c h n i c a l  a c c o m p l i s h m e n t s  and pol i c y  p e r s p e c t i v e s  pr e s e n t e d  at this 

y ear's c onference. C o p i e s  can be o r d e r e d  from CARE, Inc., P.O. Box 

4-1464, Anchorage, AK 9 9509 for S 15.
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EXECUTIVE SUMMARY

COMPASS NORTH: 
Setting a direction for the future
A l a s k a  is " u n i q u e "  in so m a n y  w a y s  t h a t  A l a s k a n s  t a k e  the 
w o r d  f o r  g r a n t e d .  In t h i s  s t a t e  " u n i q u e "  is a c l i c h e ;  
u n i q u e  in siz e ,  u n i q u e  in b e a u t y ,  u n i q u e  in r e s o u r c e s .

W h a t  is o n l y  b e g i n n i n g  to be u n d e r s t o o d  is that A l a s k a  is 
also u n i q u e  in its e c o n o m i c  str u c t u r e .  It is this 
u n i q u e n e s s  that w i l l  d e c i d e  its future.

A l a s k a  is an "owner state". It owns 28% of its la n d  base, 
w h i c h  i n c l u d e s  the l a r g e s t  d i s c o v e r e d  oil field in N o r t h  
Am e r i c a .  The r e v e n u e s  from this f i e l d  give the state 
g o v e r n m e n t  c o n t r o l  o v e r  the l a r g e s t  po o l  of c a p i t a l  in the 
economy.

L a n d  a n d  c a p i t a l  a r e  i n g r e d i e n t s  o f  o w n e r s h i p .  T h e y  a r e  the 
b a s i s  o f  p o w e r .  T h e  S t a t e  o f  A l a s k a ,  as the o w n e r  o f  m o r e  
t h a n  100 m i l l i o n  a c r e s  o f  l a n d  a n d  b i l l i o n s  o f  d o l l a r s  in 
r e s o u r c e  w e a l t h ,  h a s  p o w e r .

In a d e m o c r a t i c  society, all g o v e r n m e n t s  h a v e  o b l i g a t i o n s  to 
the people. In A l a s k a  the g o v e r n m e n t  has an o b l i g a t i o n  of 
o w n e r s h i p  th a t  is a b o v e  and b e y o n d  t h a t  of a t r a d i t i o n a l  
s t ate g o v e r n m e n t .  It has an o b l i g a t i o n  as an o w n e r  to help 
s u s t a i n  the e c o n o m y  - to use its land and c a p i t a l  to 
p r e s e r v e  a n d  e n h a n c e  the p r i v a t e  e n t e r p r i s e  system.

This is a n e w  f r o n t i e r  in p u b l i c  o b l i g a t i o n .  N e v e r  b e f o r e  
has a s t a t e  g o v e r n m e n t  b e e n  so w e a l t h y  in r e l a t i o n  to its 
citizens. N e v e r  b e f o r e  has a s tate g o v e r n m e n t  c o n t r o l l e d  so 
m u c h  of its l a n d  and c a p i t a l  assets.

T h i s  n e w  f r o n t i e r  m e a n s  A l a s k a n s  m u s t  p i o n e e r  a n e w  c o n c e p t  
o f  s t a t e  g o v e r n m e n t ,  a g o v e r n m e n t  t h a t  u s e s  its p o w e r  in 
p a r t n e r s h i p  w i t h  t h e  p r i v a t e  s e c t o r  to c r e a t e  n e w  
o p p o r t u n i t y  a n d  n e w  w e a l t h .

A l a s k a ' s  o b l i g a t i o n  of o w n e r s h i p  is m o r e  than an i n t e r e s t i n g  
hy p o t h e s i s :  the s tate is on a time line. E v e r y  a v a i l a b l e
p u b l i c  and p r i v a t e  f o r e c a s t  d e p i c t s  a r a p i d  d e c l i n e  in 
P r u d h o e  Bay o i l  r e v e n u e s  in the 1990's. T h e  state's e c o n o m y  
is a l m o s t  t o t a l l y  d e p e n d e n t  on these r e v e n u e s .



If A l a s k a  is n o t  a r e s p o n s i b l e  o w n e r ,  if the s t a t e  g o v e r n­
m e n t  d o e s  n o t  s t o p  d i s s i p a t i n g  its c a p i t a l  b a s e  o n  c u r r e n t  
o p e r a t i o n s ,  the r e s u l t  m a y  be s i m i l a r  to t h a t  of a f a i l e d  
c o m p a n y :  u n e m p l o y m e n t ,  b a n k r u p t c y ,  a n d  s o c i a l  h a r d s h i p .

T h e r e  w i l l  b e  m a n y  A l a s k a n s  w h o  d o  n o t  b e l i e v e  the s t a t e  h a s  
a n y  o b l i g a t i o n s  a s  an o w n e r .  T h e y  w i l l  b e l i e v e  t h a t  a l l  
s t a t e  r e v e n u e s  s h o u l d  be t r e a t e d  a l i k e  a n d  " s p e n t "  on p u b l i c  
s e r v i c e s .  T h e y  w i l l  b e l i e v e  t h a t  a l l  s t a t e  l a n d  s h o u l d  o e  
p r e s e r v e d  f r o m  f u r t h e r  d e v e l o p m e n t .

T h e  i r o n y  a n d  t r a g e d y  f o r  A l a s k a ,  s h o u l d  t h i s  t h i n k i n g  
p r e v a i l ,  is t h a t  w i t h o u t  a s t r o n g ,  g r o w i n g  e c o n o m y ,  the 
g o v e r n m e n t  w i l l  n o t  b e  a b l e  to p r o v i d e  p u b l i c  s e r v i c e s  o r  
p r o t e c t  t h e  e n v i r o n m e n t .  T h e  p r i v a t e  s e c t o r  w i l l  n o t  be 
a b l e  to g e n e r a t e  j o b s  a n d  i n c o m e .

W h a t  m u s t  be d o n e  to m e e t  t h e  o b l i g a t i o n s  of o w n e r s h i p ?

A l a s k a n s  a n d  o u r  l e a d e r s  m u s t  b e g i n  t o  t h i n k  l i k e  o w n e r s  - 
to m a k e  o u r  o w n e r s h i p  w o r k  for u s .

Alaskans must begin to think about revenue as owners:

T r a d i t i o n a l  g o v e r n m e n t  l e a d e r s  a s k :  H o w  m u c h  d o  w e  h a v e  to
s p e n d ?

L e a d e r s  o f  A l a s k a  as a n  o w n e r  s t a t e  m u s t  ask: W h a t  is o u r
i n c o m e ?  W h a t  a r e  o u r  a s s e t s ?  C a n  w e  s u s t a i n  t h e  c u r r e n t  
l e v e l  o f  s p e n d i n g  i n t o  the f u t u r e ?  W h e r e  s h o u l d  w e  i n v e s t  
to g e t  t h e  g r e a t e s t  r e t u r n  o n  o u r  m o n e y ?

• T H E  S T A T E ' S  O W N E R S H I P  R E V E N U E S  A R E  C A P I T A L  A S S E T S  T H A T  
M U S T  BE M A N A G E D  T O  C R E A T E  N E W  W E A L T H .

A s  a n  o w n e r  t h e  s t a t e  r e c e i v e s  r e v e n u e s  t h a t  a r e  s e p a r a t e  
f r o m  t a x e s .  T h e s e  a r e  r o y a l t i e s ,  r e n t a l s ,  a n d  b o n u s e s  f r o m  
t h e  l e a s e  a n d  s a l e  o f  i t s  r e s o u r c e s .  T h i s  c a p i t a l  s h o u l d  be 
t r e a t e d  as a p o w e r f u l  r e n e w a b l e  r e s o u r c e ,  a m e a n s  -of 
c r e a t i n g  n e w  w e a l t h .



B u t  r i g h t  n o w  o n l y  25% of t h ese o w n e r s h i p  r e v e n u e s  m u s t  be 
i n v e s t e d  in the P e r m a n e n t  Fund. The r e s t  are b e i n g  s p ent on 
the c u r r e n t  o p e r a t i o n  of g o v e r n m e n t .  The state m u s t  stop 
d i s s i p a t i n g  this c a p i t a l  base.

a  A L A S K A ' S  O W N E R S H I P  RE V E N U E S  S H O U L D  BE D I V I D E D  E Q U A L L Y  
B E T W E E N  T H E  P E R M A N E N T  FU N D  A N D  A  N E W  C A P I T A L  I N V E S T M E N T  
F U N D .

It is l i k e l y  that the P e r m a n e n t  F u n d  w i l l  be a "safety net", 
a m e a n s  of s u s t a i n i n g  g o v e r n m e n t  s e r v i c e  as P r u d h o e  Bay 
r e v e n u e s  decline. The Capital I n v e s t m e n t  F u n d  w o u l d  be the 
m e a n s  of e n c o u r a g i n g  n e w  d e v e l o p m e n t .  It c ould finance 
r e v e n u e  p r o d u c i n g ,  r e g i o n a l l y  i m p o r t a n t  p r o j e c t s  that add to 
the long t e r m  e c o n o m i c  h e a l t h  of the state.

• THE F U T U R E  OF THE P E R M A N E N T  FUND IS T O O  I M P O R T A N T  AN 
A S S E T  TO BE L E F T  TO  "DECISION BY DEFAULT". THE 
L E G I S L A T U R E  S H O U L D  E N A C T  L E G I S L A T I O N  W H I C H  E S T A B L I S H E S  
L O N G  T E R M  G O A L S  F O R  THE FUND.

• TO E N S U R E  A "SOFT L A N D I N G "  F R O M  THE D E C L I N E  OF P R U D H O E  
BAY REVENUES, C U R R E N T  S P E N D I N G  M U S T  BE R E D U C E D  TO LE V E L S  
TH A T  C A N  BE S U S T A I N E D  IN THE FUTURE.

• M I S U S E  OF W E A L T H  IS A  G R E A T  D A N G E R  IN A N  O W N E R  STATE.
THE S T A T E  G O V E R N M E N T  M U S T  R E F R A I N  F R O M  U S I N G  ITS W E A L T H  
TO U S U R P  L O C A L  D E C I S I O N S  OR D I S P L A C E  L O C A L  R E S P O N S I­
BILITY.

T h e  l e g i s l a t u r e  h a s  t a k e n  o v e r  the r o l e  o f  l o c a l  g o v e r n m e n t  
b y  d i r e c t  a p p r o p r i a t i o n  a n d  o t h e r  p o l i t i c a l  d i s t r i b u t i o n  
p r a c t i c e s  t h a t  b y p a s s  o r  d i c t a t e  to l o c a l  c o m m u n i t i e s .

R e v e n u e  s h a r i n g  m u s t  f o l l o w  the C o n s t i t u t i o n a l  m a n d a t e  of 
" m a x i m u m  local self gove r n m e n t " .

S tate r e v e n u e  s h a r i n g  sh o u l d  be a c c o m p l i s h e d  t h r o u g h  a 
s i n g l e  f o r m u l a  b a s e d  o n  e q u i t a b l e  d i s t r i b u t i o n .  E x c e p t  for 
e m e r g e n c i e s ,  no funds sho u l d  be a l l o c a t e d  o u t s i d e  such 
formula. The e m p h a s i s  mu s t  be on  local d e c i s i o n  m a k i n g  
and l ocal r e s p o n s i b i l i t y .



Alaskans must begin to think about land as owners:

T r a d i t i o n a l  g o v e r n m e n t  l e a d e r s  ask: A r e  w e  d o i n g  a b a l a n c e d
j o b  r e g u l a t i n g  b e t w e e n  p r i v a t e  l a n d  o w n e r s ?

L e a d e r s  o f  an o w n e r  s t a t e  m u s t  ask: W h a t  are o u r  r e s o u r c e  
a s s e t s  w o r t h ?  Is t h e r e  e n o u g h  d e v e l o p m e n t  u n d e r w a y  to 
m a i n t a i n  o u r  e c o n o m y  a n d  c o n t i n u e  g r o w t h ?  A r e  w e  h e l p i n g  
t h e  p r i v a t e  s e c t o r  p r o m o t e  r e s p o n s i b l e  d e v e l o p m e n t ?

• A L A S K A ' S  S T A T E H O O D  L A N D S  A N D  R E S O U R C E S  S H O U L D  BE M A N A G E D  
AS C A P I T A L  A S S E T S .  P U B L I C  P O L I C Y  M U S T  B E  R E F O C U S E D ,  AS 
A  M A T T E R  O F  H I G H E S T  P R I O R I T Y ,  T O  R E F L E C T  T H E  S T A T E ' S  
D E P E N D E N C E  O N  N A T U R A L  R E S O U R C E  D E V E L O P M E N T .

R e s o u r c e  d e v e l o p m e n t  is A l a s k a ' s  o n l y  o p t i o n  f o r  a c o n t i n u e d  
e c o n o m i c  bas e .

T h e  p l a i n  f a c t  is, if t h e r e  is n o  f u r t h e r  n a t u r a l  r e s o u r c e  
d e v e l o p m e n t ,  t h e  s t a t e  w i l l  be b a n k r u p t .

P u b l i c  l e a d e r s h i p  m u s t  d i s t i n g u i s h  b e t w e e n  r i t u a l i s t i c  
e n v i r o n m e n t a l i s m  a n d  a r e a s  o f  t r u e  e c o l o g i c a l  c o n c e r n .  
A f t e r  y e a r s  o f  g o v e r n m e n t  d e c i s i o n s  w e i g h t e d  in f a v o r  of 
"no d e v e l o p m e n t "  t o d a y ' s  l e a d e r s h i p  m u s t  r e d i r e c t  p u b l i c  
p o l i c y  t o w a r d  a c t i o n  c o n s i s t e n t  w i t h  the m a n d a t e  o f  A l a s k a ' s  
C o n s t i t u t i o n :  "to e n c o u r a g e  the s e t t l e m e n t  o f  its la n d  a n d
the d e v e l o p m e n t  o f  its r e s o u r c e s  b y  m a k i n g  t h e m  a v a i l a b l e  
for m a x i m u m  u s e  c o n s i s t e n t  w i t h  the p u b l i c  i n t e r e s t . "

• T H E  L E G I S L A T U R E ,  A S  C U S T O D I A N  F O R  S T A T E  L A N D S ,  S H O U L D  
D E V E L O P  A  C O M P R E H E N S I V E  P O L I C Y  T H A T  R E C O G N I Z E S  T H E  
S T A T E ' S  R E L I A N C E  O N  R E S O U R C E  D E V E L O P M E N T  A N D  D I R E C T S  
M A N A G E M E N T  O F  T H E S E  R E S O U R C E S  AS C A P I T A L  A S S E T S .

• T H E  G O V E R N O R  S H O U L D  F O R G E  T H E  R E S O U R C E  D E V E L O P M E N T  
S T R A T E G Y  N E C E S S A R Y  T O  E N A C T  L E G I S L A T I V E  P O L I C Y .

T h e  l e a d e r s h i p  m u s t  w o r k  t o g e t h e r  to m e l d  A l a s k a ' s  n e e d  for 
d e v e l o p m e n t  w i t h  c o n c e r n  f o r  t h e  e n v i r o n m e n t  b y  f o r m u l a t i n g  
a n  o v e r a l l  s t a t e  r e s o u r c e  d e v e l o p m e n t  s t r a t e g y .  T h e



e m p h a s i s  s h o u l d  b e  o n  t e c h n i c a l l y  s o u n d ,  e f f i c i e n t  
p e r m i t t i n g ;  s t a b l e  t a x  p o l i c i e s ;  a n d  b a l a n c e d  m u l t i p l e  u s e  
m a n a g e m e n t  b y  s t a t e  a g e n c i e s .

• TI-E o b l i g a t i o n  o f  o w n e r s h i p  i n c l u d e s  e n c o u r a g i n g  n e w

R E V E N U E  S O U R C E S .  T H E  S T A T E  S H O U L D  D E T E R M I N E  ITS R O L E  AS 
A N  I N V E S T O R  IN T H E  D E V E L O P M E N T  O F  A L A S K A ' S  R E S O U R C E S .

I t  c a n  b e  g o o d  p u b l i c  p o l i c y  to i n v e s t  s t a t e  f u n d s  in 
r e s o u r c e  d e v e l o p m e n t  p r o j e c t s ,  b u t  the s t a t e  m u s t  d e c i d e  the 
l i m i t s  a n d  g o a l s  o f  its i n v e s t m e n t  role. A t  a m i n i m u m ,  
p r o j e c t  i n v e s t m e n t  s h o u l d  be e c o n o m i c a l l y  f e a s i b l e  a n d  be 
a b l e  to r e t u r n  to t h e  s t a t e  a c a s h  f l o w  h a v i n g  a p r e s e n t  
v a l u e  g r e a t e r  t h a n  t h e  s t a t e ' s  i n v e s t m e n t .

T o  m e e t  t h e s e  o b l i g a t i o n s  o f  o w n e r s h i p  A l a s k a ' s  e l e c t e d  
l e a d e r s  m u s t  u s e  t h e  fu l l  p o w e r  of t h e i r  C o n s t i t u t i o n a l  
a u t h o r i t y  a n d  r e s p o n s i b i l i t y .

P u b l i c  p o l i c y  w i l l  d e c i d e  the f u t u r e  o f  the o w n e r  s t a t e ,  a n d  
it is A l a s k a ' s  e l e c t e d  l e a d e r s  w h o  d e c i d e  p u b l i c  p o l i c y .  
A l a s k a  n e e d s  d e c i s i v e  l e a d e r s h i p  now, l e a d e r s h i p  t h a t  
u n d e r s t a n d s  the o b l i g a t i o n s  o f  o w n e r s h i p  a n d  h a s  the c o u r a g e  
to m a k e  t h e  p o l i t i c a l l y  h a r d  d e c i s i o n s  n e c e s s a r y  to m e e t  
t h a t  o b l i g a t i o n .

N o  o t h e r  s t a t e  c o n s t i t u t i o n  g r a n t s  m o r e  a u t h o r i t y  to the 
g o v e r n o r  t h a n  d e e s  A l a s k a ' s .  No o t h e r  s t a t e  c o n s t i t u t i o n  
i m p l i e s  m o r e  p u b l i c  t r u s t  in its l e g i s l a t i v e  r e p r e s e n t a t i v e s  
t h a n  d o e s  A l a s k a ' s .

It is t h e s e  e l e c t e d  l e a d e r s  w h o  m u s t  m e e t  t h e  o b l i g a t i o n  o f  
o w n e r s h i p  b y  p r e s e r v i n g  A l a s k a ' s  c a p i t a l  a s s e t s .

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

If o u r  l e a d e r s h i p  f a i l s  in t h i s  p i o n e e r i n g  e f f o r t  w e  c o u l d  
w e l l  e n d  u p  w i t h  s o c i a l i s m  - a g o v e r n m e n t  t h a t  u s e s  its l a n d  
a n d  c a p i t a l  to f e e d  its o w n  g r o w t h .

T h e  c h a l l e n g e  f o r  A l a s k a n s  is to d e v e l o p  e c o n o m i c  a n d  s o c i a l  
s t r a t e g i e s  t h a t  u s e  p u b l i c  o w n e r s h i p  as a c a t a l y s t  to 
d e v e l o p  a s t r o n g  f r e e  e n t e r p r i s e  s y s t e m .
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Energy Assessment

A laska ’s p roduction  o f energy far exceeds in-State needs due to the m assive crude o il and natura l 
gas resources availab le  in the State. L im ited  refinery ca pa c ity  necess ita tes the im port o f som e 
refined petro leum  products  desp ite  the excess p roduction . A laskans have the na tion ’s largest 
average energy consum ption  level and th is  consum p tion  occurs  through a variety of com m erc ia lly  
proven and a lternative  energy techno log ies. (How co nsum p tion  and production  balance in A laska 
is the sub jec t o f th is  section .)

C onsum ption

A laskans consum ed 411 tr ill io n  Btu's o f energy in 1982, co n tin u in g  an increasing consum p tion  
trend that has prevailed s ince statehood in 1959. in 1982, A laska  consum ed 1.15 b illion  ga llons  of 
petro leum , 238 b illio n  cub ic  fee t o f na tu ra l gas, 672 m illio n  pounds o f coal, 2.3 b illio n  k ilo w a tt 
hours o f e lec tr ic ity . In to ta l, A laska ranked firs t in consum p tion  com pared to a ll o the r s ta tes in 
the nation, and per cap ita  consum p tion  o f 926 m illio n  B tu ’s was three tim es the na tiona l per 
cap ita  average o f 305 m illio n  B tu ’s. A laska ’s increasing  co nsum p tion  o f 5 percent per year s ince  
statehood c lose ly  para lle ls  the overall econom ic growxh o f 3 to 5 percent.

Fossil fue ls are the m ain source o f energy in A laska today. D iesel engines are the p rinc ipa l 
source o f e le c tr ic  generation fo r m ost o f A laska's rural v illages  and many o f its  sm a lle r c ities , 
having a nam eplate  capac ity  o f 265.5 MW. A laskan coal-fired  steam  p lants have a nam eplate  
capac ity  o f 87.0 MW w ith  all o f th is  ca pa c ity  loca ted in the Fairbanks area. C om bustion  tu rb ines 
using natura l gas are ano the r source o f power in A laska, w ith  to ta l nam eplate ca pa c ity  o f 901.6 
MW. Peat, a lso considered a foss il fue l, has potentia l as a heat source.

Renewable energy resources are ga in ing  greater usage in A laska. Both u ti lity  sized and sm a lle r 
p rivately owned m icrohyd roe lec tric  p ro jects  are on line. (Com bined w ith  foss il fue l p roduction , a 
tota l o f 2.4 b illion  k ilow a tt hours o f e le c tr ic ity  was produced fo r consum p tion  in 1982.) W ind 
generators are becom ing  more popu la r and there are p resen tly  more than 150 w ind generators 
statew ide. Photovo lta ic  system s are being used in low w attage, rem ote uses such as fish -coun ting  
equipm ent, co m m un ica tion  equ ipm ent and railroad c ross ings  as w e ll as to supp lem ent o ther 
sources of in te rm itten t power such as w ind  generators. W ood consum ption  and the use of 
b iom ass products  to supp lem ent heat and power sources are a lso used. B iom ass co nsum p tion  is 
unquan tified  fo r A laska, but w ood consum ption  fo r heating  exceeds 50,000 cords annually. 
G eotherm al energy generation is becom ing more im portan t, bu t like biom ass, is not c lea rly  
docum ented in. A laska.

Production

A laskan energy p roduction  con tinued  to expand in 1984. On a da ily  basis, in-State re fineries p ro ­
duced approxim ate ly 4.4 m illio n  ga llons o f refined liqu id  petro leum  products  and over 1.6 m illio n  
barrels of crude o il flowed from  the N orth  S lope to Valdez. On the Kenai Peninsula, 1984 saw 1.0 
m illion  tons o f am m onia  and urea and 1.0 m illion  tons o f liq u ifie d  natura l gas produced from 
Cook Inlet natura l gas. Coal p roduction  from  the ra ilbe lt was 800,000 short tons. Renewable 
energy sources a lso  provided power fo r A laska in 1984, as hydroe lec tric  capac ity  reached 217 MW 
and a lternative  energy p ro jec ts  in the form  o f w ind and geo therm al began approach ing  a po in t o f 
com m erc ia liza tion  at se lect A laskan sites.
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   ------- —_____  .________ ___ Chart 4
Consumption of Energy by Sector and Fuel Type for Alaska

(Trillions of Btu s)

Statehood
1960 1982 1981 1980

R esiden tia l Total 8.1 34.3 33.1 38.8

Coal 0.4 0.0 0.0 0.0
N atura l Gas 0.2 8.1 8.1 10.8
Petro leum 2 5.2 7.0 5.4 6.8
E le c tr ic ity 3 2.3 19.2 19.6 21.2

C om m ercia l Total 7.5 34.5 31.9 41.2

Coal 0.8 0.0 0.0 0.0
N atura l Gas 0.0 16.9 16.6 24.9
Petro leum 2 5.2 4.8 4.4 4.8
E le c tr ic ity 3 1.5 12.8 10.9 11.5

Indus tria l Total 17.2 138.7 109.2 266.9

Coal 5.0 0.0 0.0 5.9
N atura l Gas 1.9 102.4 70.1 208.4
P etro leum 2 9.5 22.9 23.2 36.3
E le c tr ic ity3 0.8 13.4 15.9 16.3

T ransporta tion Total 27.6 89.4 101.1 102.4

Coal 0.1 0.0 0.0 0.0
N atura l Gas * 0.1 0.3 0.3
Petro leum 2 27.5 89.3 100.7 102.0
E le c tr ic ity3 * * 0.1 0.1

A ll Sectors Com bined Total 60.3 297.1 . 275.2 411.4

Coal 6.3 4.7 5.6 5.9
N atura l Gas 2.0 157.3 125.1 244.4
Petro leum 2 47.4 129.4 138.4 155.2
E le c tr ic ity 3 4.6 5.7 6.1 5.9

' In fo rm a tion  from  U.S. Departm ent o f Energy, S tate Energy Data Report, C onsum ption  Estim ates 
1960-1982.

2 Inc ludes D is tilla te  Fuel, Kerosene, and LPG.
3 E lec tric  sa les and e lec tr ic  energy losses due to transm iss ion  generation.
* Less than 0.1
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Alaska’s 23 Energy Regions

Oil & Gas

Oil and gas are A laska ’s p rim ary energy resources. Total petro leum  p roduc tion  in A laska s ince the 
turn  o f the cen tu ry  has been over 4.3 b illion  barrels o f o il (one barrel equals approxim ate ly 42 
ga llons) and over 7.9 tr ill io n  cub ic  fee t o f natural gas. Estim ated reserves o f 9 b illion  barrels c 
o il and 39.9 tr illio n  cub ic  feet o f natura l gas are known.

C om petitive  leasing is the m ethod used to provide tem porary access to below-ground petro leum
reserves, w ith  leased trac ts  spread from  the G ulf o f A laska to the  B eaufort Sea on federal and
State lands. The s to ry  o f o il exp lo ra tion  and subsequent leasing have form ed A laska ’s present o il 
and gas p icture.

The S tate  has held 43 com pe titive  lease sales s ince 1959, leasing 7.7 m illio n  acres of S tate-owned 
land. A otal o f 1,479 leases covering 4.6 m illion  acres are cu rren tly  active. The State o f A laska 
p lans to hold an a dd itio n a l 16 sa les through the year 1989. In add ition , the Federal Governm ent 
w ill conduc t 11 lease sa les on the  O uter C ontinen ta l Shelf (OCS) through 1987, inc lud ing  areas in 
Cook In let, the G ulf of A laska, St. George Basin, the  D iap ir F ie ld (Beaufort Sea), areas near 
Kodiak Island and in areas near the Shum agin Islands.

• A rc tic Ocean
Barrow

State of Alaska
1. North Star
2. Kobuk
3. Nom e
4. Yukon-Koyukuk
5. Fairbanks North Star 
5. Southeast Fairbanks
7. W ade Ham pton
8. Bethel
9. D illingham

10. Bristol Bay
11. A leutian
12. M atanuska-Susitna
13. Anchorage
14. Kenai Peninsula
15. Kodiak
16. Valdez-Cordova
17. Skagway-Yakutat-Angoon
18. Haines
19. Juneau. Bering Sea

20. Sitka
21. W rangell-Petersburg
22. Prince of W ales-O uter Ketchikan
23. Ketchikan

Cnuncni Sea

Si. Lawrence 
is iana

ce S y v

-” oa  11

Aika Is'and /  •  *• ’  ,slan0

Exploratory a c tiv it ie s  are o ccu rring  in Cook Inlet, the Beaufort Sea, St. George Basin, Navarin 
Basin and on the N orth  Slope. M arg ina lly  econom ic fie lds, such as the Kuparuk and L isburne fo r­
m ations, are beg inn ing  to be produced due to the ir c lose p rox im ity  to the super-giant fie ld ,
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Prudhoe Bay. A dd itiona lly , developm ent plans are being fo rm u la ted  fo r the E nd ico tt fo rm ation  
located east o f Prudhoe Bay, and a at Seal Island in the Beaufort Sea west o f Prudhoe Bay.

A laskan petro leum  supp lies  com e largely from o il flow ing  through the Trans-Alaska p ipe line  (TAPS) 
from  Prudhoe Bay and from o il and gas p roduction  in Cook Inlet. Crude o il and natura l gas are 
refined fo r in-State co nsum p tion  and export. TAPS provides 1.6 m illio n  barrels o f crude oil per day. 
A laskan re fineries process 124,100 barrels of refined petro leum  products and 230 m illion  cub lic  
feet of natura l gas per day. Annually, 1.1 m illion  tons o f am m onia and 1.0 m illio n  tons of urea are 
a lso  produced from natura l gas.

-------------  —.------        Chart 6
Alaska’s Known Oil and Gas Provinces

Coal

A laska ’s coal resources are p le n tifu l and w idespread, p rovid ing long-term  developm ent po tentia l 
for export and in-State use. Coal deposits  range from Cook In le t to the North S lope and o ffe r a 
vast exp lo itab le  resource. A laska produced 336,000 short tons o f coal in 1982. A laska ’s m easured 
coal reserves are approx im ate ly  6.3 b illion  short tons (one short ton equals 2,000 pounds) w ith  
hypo the tica l reserves o f 5.6 b illion  short tons. (See Chart l  fo r loca tion  o f A laska's known coal 
resources.)

Only one coa l m ine was active in 1983-84 and there was a low  level o f explora tory d rilling . In 1985, 
th is  a c tiv ity  w ill increase. Potentially, D iam ond Sham rock w ill develop a 12-m illion-ton per year 
coal p roduction  fa c ility  in the Beluga area, the U sibe lli m ine a t Healy w ill increase production, 
U sibe lli coal w ill be sh ipped via the A laska railroad to Seward fo r export to South Korea. Recently



Alaska's Known Coal and Peat Resources
Chart 7
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leased acreage in the M atanuska area w ill be developed, and a S2 m illion  appropria tion  by the 
A laska State Legislature w ill fund a fe a s ib ility  study o f a Cape B eaufort coal m in ing fac ility .

Peat

A laska has on ly  a sm a ll portion  o f the known world  supp lies  o f usable peat. Peatlands w ith  fuel 
grade po ten tia l cover 4.4 m illio n  acres o f A laska. W ith  a m in im um  depos it th ickness o f five feet, 
these peat deposits  w ill y ie ld  approx im ate ly  880 m illio n  tons of m oisture-free, fuel grade peat.

Peat assessm ent is now focused at D illingham  as part of the  B ris to l Bay Native A ssoc ia tion  Peat 
H arvesting Project at Roger's Creek and Houston areas in the  S us itna  Valley and on the Kenai 
Peninsula. H o rticu ltu ra l peat is m ined from  fo u r pits in the Fairbanks area and at tw o  loca tions in 
W illow . P roduction during  1983 is estim a ted  at 15,000 cub ic  yards (See Chart 7 fo r loca tion  o f 
A laska ’s known peat resources.)

H ydroe lectric  Power

A laska has m ore undeveloped hydroe lec tric  po tentia l than any o th e r state in the U.S. In the 1960’s, 
the U.S. Bureau o f R eclam ation  investiga ted  thousands o f p o ten tia l hydroe lectric  s ites  throughout 
A laska; 252 s ites have been id e n tified  w ith  a po ten tia l for a hydroe lec tric  p ro ject o f 2,500 KW or 
more. A laskan hydroe lectric  p ro jec ts  on line today have a nam epla te  capac ity  o f 197.7 MW, w ith  
an add itiona l 20.0 MW ju s t com ing  on line  w ith  the co m p le tion  o f the Terror Lake pro ject. These 
pro jects w ill generate 1.04 m illio n  MWh o f e le c tr ic ity  annua lly  (See Chart 8 for A laska ’s M a jo r 
Hydro Insta lla tions.)
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W ind

Wind power, suitable for generation of energy in the form of electricity, heat or mechanical power, 
occurs mainly in Alaskan coastal areas and mountain passes. Favorable wind conditions tend to 
prevail in the winter months when most communities experience their peak electrical demand 
and, of course, peak heating demand.

There are over 150 wind generators erected in Alaska today. They are distributed across all 
regions of Alaska, and have peak power capacities ranging in size from less than 0.5 kW to over 
10 kW. Several potential sites with expected good wind potential are being monitored today in 
select Alaskan locations.

Geotherm al

Alaska's geothermal resources occur in over 100 surface manifestations including hot springs, 
fumaroles, mud pots and wells. Over 11 million acres in the State have significant geologic 
evidence for geothermal energy development. To date, the quantity of power produced from 
geothermal has been limited.

The use of hot springs in Alaska for health and recreational purposes is well documented in the 
historic record. Commercial baths and spas have been developed at numerous sites in southeast 
and northcentral Alaska. At least six of these establishments have also used low-temperature 
geothermal fluids for other direct uses such as space heating in lodges, cabins, and greenhouses.

—  —      Chart 8
Alaska’s Major Hydroelectric Insta llations and Geothermal Resources
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The State of Alaska has conducted three geothermal drilling programs since 1979. These were at 
Pilgrim Hot Springs on the Seward Peninsula, Summer Bay on Unalaska Island, and Makusnin 
Volcano on Unalaska Island. These each had reservoir temperatures ranging from 122° to 380°F.

In addition to the State projects, the U.S. Department of Navy has been investigating the possi­
bility of developing geothermal resources for electrical generation on Adak Island. The Navy is 
planning a geothermal exploration program for 1985. (See Chart 8 for Geothermal Resources of 
Alaska.)

Solar

Solar energy has good potential for use as an additional source of energy in Alaska. Varying 
levels of daylight experienced in Alaska actually permit 230 hours more sunlight in Alaska than at 
the equator each year. Solar energy can be used in one of four forms: passive heating, active 
heating, photovoltaics, and daylighting; and although the actual experience with solar energy in 
Alaska is limited, solar may be a valuable energy resource. The amount of solar use is not well 
documented.

Tidal

The ebb and flow of the tide produces kinetic energy which can be harnessed to produce elec­
tricity if there is sufficient tidal range. The principal tidal resource in Alaska is Cook Inlet which 
has the second highest tides in the world. Cook Inlet is a major, tidal estuary which is approxi­
mately 180 miles long and ranges in width from approximately 80 miles near its mouth to approxi­
mately 20 miles at the confluence of the Knik and Turnagain Arms. Some 16 sites have potential 
for a tidal power plant. However, the density of the kinetic energy in tidal currents is relatively low 
and harnessing this energy source is capital intensive. To date, no substantial contribution to 
power generation has come from this resource.

Biomass • Wood

Alaska has tremendous biomass potential, particularly from forestry product waste material.
In 1983, 262 million board feet of logs were harvested, resulting in production of I46 million board 
feet of lumber, 240,000 short tons of pulp, and 7,000 short tons of chips. (Additionally, Native cor­
porations exported 233 million board feet of logs.) This production of lumber and pulp comes 
from Alaska’s 240 sawmills which have a total production capacity of 532 million board feet. This 
production could provide a sizable amount of biomass for power generation.

Wood is used for space heating in many parts of Alaska. Firewood removal from National Forest 
Service lands in Alaska from October 1982 to September 1983 totalled 11,226 cords of wood and 
State lands provided an additional 38,890 cords of wood; for a total energy equivalent of 860 
billion Btu’s. About 40 percent of that consumption was in Fairbanks, 40 percent in all Southeast, 
and the balance spread statewide (see Chart 9 for Alaska’s Timber Resources).

Conservation

Energy saved through conservation is one method to provide more energy service from a given 
level of power, and represents one of the more accessible energy resources available in Alaska. 
Conservation includes improvements brought about through increasing thermal efficiencies in 
buildings, power generation efficiencies for electrical production, increased miles per gallon in 
transportation, and changes in consumer attitudes on energy use. Thus, conservation offers po­
tential benefits through more comfortable living accommodations with lower life-cycle costs and 
reduced levels of energy spending. Like many energy resources used in the home cr extracted for 
personal consumption, the exact levels of energy saved are not quantified.

In Alaska, conservation reaches all aspects of the consuming public. Building insulation leads the 
list in providing maximum energy savings for minimum investment. Other simple forms include in­
sulation of hot water heaters, installation of flow restrictors in hot water faucets, and elimination
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   ------------    Chart 9
Alaska Timber Resources

Aictic Ocean

of dripping faucets. On a larger scale is the use of properly sized, newer and more efficient diesel 
generators for electricity generation, and the use of waste heat from the generator jacket and flue 
gas emissions to heat nearby buildings.

Alaskans are separated by great distances, and have worked to improve economies in transporta­
tion and communication. Transportation efficiencies have been brought about through widening, . 
paving, and generally upgrading road surfaces and through carpooling and mass transit programs 
in Anchorage and Fairbanks. Travel by air and sea have realized greater efficiencies through 
engine modifications, adjusted travel scheduling, and increased design efficiencies. Communica­
tion improvements through the electronic media have reduced the need for travel as well.



State Energy Programs

The State of Alaska continues to give high priority to domestic and export energy issues. Virtually 
every State agency has some direct or indirect involvement in energy. Several departments have 
direct responsibility for implementing energy projects or programs. The involvement of the State 
agencies tends to be based on peripheral concerns, such as environmental permitting.

State agencies with direct responsibility for energy programs are:

1. Department of Commerce and Economic Development (DCED)

•  Office of Energy (OE)— Energy planning, alternative energy development, marketing of 
fossil fuels.

•  Division of Investments— Energy loan programs.

•  Office of Minerals Development—Assists in developing contacts and encouraging 
mineral development in-State.

•  Alaska Power Authority (APA)— Planning and development of d istrict heating and elec­
trical systems.

•  Alaska Public Utilities Commission (APUC)—Regulation of electric and gas utilities and 
pipeline carriers.

•  Oil and Gas Conservation Commission— Regulates oil and gas production.

2. Department of Community and Regional Affairs (DCRA)

•  Division of Community Development (DCD)—Weatherization program, public information 
efforts, community planning.

•  Municipal and Regional Assistance Division (MARAD)—Community grant and bulk fuel 
loan administration.

3. Department of Health and 'ocial Services (DHS3)

•  Division of Public Assistance— Low Income Housing Energy Assistance Program.

4. Department of Natural Resources (DNR)

•  Division of Geological and Geophysical Surveys— Investigates oil, gas, coal and geother­
mal resources.

•  Division of Oil and Gas— Manages oil, gas and geothermal leasing programs, royalty oil 
sales, and issues permits for exploration and development plans.

•  Division of M ining—Manages coal leasing programs.

5. Department of Transportation and Public Facilities (DOTPF)

•  Research Section— Energy conservation in public facilities.

6. Department of Administration (DOA)

•  Direct grants administration of legislative appropriations to unincorporated communities.
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7. University of Alaska (UA)

•  Energy Extension Service— Provide information on energy conservation and conduct 
alternative technology research.

•  Institute of Water Resources— Energy education and research.

•  Geophysical Institute— Mineral exploration.

8. Department of Revenue (DOR)

•  Research Section—State revenue forecasting.

9. Department of Military and Veterans Affairs (DMVA)

•  Division of Emergency Services— Civil defense and natural disaster emergency planning. 

10. Office of the Governor (GOV)

•  Office of Management and Budget (OMB)—State budgeting.
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Agency Responsibilities by Energy Functional Areas • 1984

Functional Area

Energy Conservation

Conservation Education • •

Energy Grants • •

Institutional
Conservation •

Largescale
Electrification •

Rural Electric Loans •

Rural Technical 
Assistance •

S m allscale
Electrification •

Therm al and Light 
Standards • •

Utility Loans •

W aste Heat •

W eatherization • •

Energy Subsidies

Power Cost Assistance • •

Power Cost Equalization • •

LIHEAP •

Audit Grants •

Residential W eath eriza­
tion Loans •

Alternative Technology 
Loans •
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(Continued)

Functional Area
/

1

Electric Systems  

Bulk Fuel Loans •

Bulk Storage Grants »

Legislative Grants • • 4 4

Alternative Energy 

Dem onstration Projects • • •

Inform ation • 4

Alaska Energy Center 
Projects •

Research 4

Grants and Loans • 4 •

Utility Regulations O

Leasing and M arketing  

Royalty Program •

Oil and Gas Leasing •

Coal Leasing •

Geotherm al Leasing 4

Resource M arketing •



Summary and Conclusions
Alaska’s Energy Plan — 1985 gives direction to the economic and financial objectives of Governor 
Sheffield’s energy development policy, supporting orderly, prudent resource development which 
currently or potentially contributes in a substantial way to the economic vitality of the State. By 
placing emphasis on the short-term strategies of State agencies having direct responsibility for 
energy programs and using an interagency workgroup to write the plan, State agencies have more 
effectively coordinated informational needs and decision-making procedures. Alaska's Energy Plan 
— 1985 provides both a snapshot of State energy programs and energy use today, and a 
mechanism for developing Administration policy on Alaska energy issues in the future.

In the short term, the State will continue to place a major emphasis on energy through the 
programs administered by some 20 different State agencies. The bulk of those programs is 
conducted by the Department of Commerce and Economic Development, the Department of 
Community and Regional Affairs, and the Department of Natural Resources. State energy pro­
grams provide aid to private development of Alaska’s natural resources through direct subsidies in 
the form of loans and grants, and through the pursuit of specific demonstration and power 
development projects.

State subsidies are the backbone of the rural energy program. The Power Cost Equalization 
program provides funding to rural utilities to reduce consumer electrical costs. Heating costs will 
be reduced by the construction of bulk fuel storage facilities, through grants and loans for 
improvements to electrical generation and transmission faciiities, by development of waste heat 
recycling facilities, and through low-interest loans and grants for conservation improvements. 
Weatherization continues to be provided to low-income households, and conservation education 
programs are widely used. The State also administers over S11 million in federal funds to help 
low-income Alaskans pay for their energy requirements..

Power development projects and demonstration projects for alternative technologies are either 
contemplated, under construction, or in place. The Rural Electrification Revolving Loan Fund 
permits rural utilities to extend electrical services, and the Power Project Loan Fund develops new 
ones. Reconnaissance and feasibility studies precede State participation in these endeavors. 
Alternative energy projects for wind, solar, peat, bioenergy, woodstoves and geothermal are in 
place. Future activities are being funded with loan programs and through direct State develop­
ment efforts. Those efforts also include oil, gas, coal, and geothermal leasing of State lands.

Alaska’s long-term energy future has been projected in many economic models. One such model, 
by A. D. Little in 1983, projects a real growth in the economy of 2-3 percent per year, and a 
population increase of 3-4 percent through the year 2000. Pacific Rim nations are expected to 
need increased lev j Is  of natural gas and oil by 1995. Given Alaska’s ability to provide those fuels, 
additional employment opportunities attached to increased Alaskan production for these Pacific 
Rim markets can be expected to begin around 1990.

Certain projects will continue to play a dominant role in determining Alaska’s energy future. An 
FY '85 loan appropriation of $210 million was made to the Four Dam Pool (Ketchikan, Wrangell, 
Petersburg, Kodiak and Valdez) hydroelectric projects, $100 million to the Susitna hydroelectric 
program, $50 million to the Bradley Lake Dam, and $21.7 million for rural Power Cost Equalization. 
1984 saw the acquisition of the Alaska Railroad by the State which will begin hauling coal from 
Usibelli Coal Mine, near Fairbanks, to Seward for shipment to Korea and the issuance of coal 
leases in the Palmer area.

Long-term electrical power source(s) for the Railbelt — where three-quarters of Alaskans live — is 
a question still waiting to be answered. Alternatives to the Susitna hydroelectric project appear to 
be mine-mouth coal (Beluga), or gas-fired turbines supplied from either Cook Inlet or North Slope 
natural gas, or a combination of these. The Governor’s Council on Railbelt Electricity (G-CORE), 
formed in 1984 with representatives of local utilities, is attempting to address the questions of the 
price of Susitna power to Railbelt consumers and which alternative(s), if any, might be preferable. 
The State will look to the electrical utilities to indicate which power source(s) should be promoted 
for the Railbelt.



Either a tidewater (TAGS) or cross-Canada (ANGTS) pipeline may bring North Slope natural gas to 
foreign and domestic markets within the next decade. It is possible, with 40 trillion cubic feet of 
gas on the North Slope, that liquefied natural gas (LNG) could be shipped to the Pacific Rim 
nations and natural gas piped to the South-48, concurrently. At the moment, natural gas prices 
make either venture appear uneconomic. In 1985, Atlantic Richfield Company is expected to begin 
a pre-feasibility study of the Japanese market for Alaskan LNG. Companion studies of Korean 
and Taiwanese markets are anticipated.

Funding for Alaska’s energy programs will largely be determined by available revenues. On the 
positive side, removal of federal prohibitions may provide additional revenue to the State.
Presently, federal legislation prohibits the export of Alaska oil. As a result, approximately 800,000 
barrels of Alaska crude are now being shipped each day to the Gulf Coast on U.S. flag vessels at 
a cost of over $5.00 per barrel. By shipping to Japan, even in U.S. flag vessels, a substantial cost 
per barrel savings, perhaps as great as $3.00 per barrel, would be experienced. On the negative 
side, declines in petroleum revenues from reduced North Slope production after 1990, decreasing 
world oil prices in the near future, and changes to the level of oil consumption worldwide may 
potentially reduce State revenues. Development of Alaska’s energy programs and overall economic 
growth may directly depend on the revenues dictated by these actions.

What energy policy should the State embrace? Expectations for reduced State revenues and 
Alaska's continual growth must work hand in hand, which means applying today’s revenues to 
assure a quality Alaska tomorrow. To do so requires Alaska’s energy policy to be founded on the 
premise that all Alaskans can be assured an adequate supply of acceptable quality energy at a 
fair price within the financing lim its of the State. Extracted resources must provide optimum 
benefits w ithout leaving the State with energy shortfalls. Alaska must use today’s revenues to pro­
tect Alaska from future energy “shocks."

Major energy projects must be weighed against less costly options, and potential in-State and 
export revenue generating capabilities must be quantified. Large projects that require energy must 
reflect a balance between Alaska's needs for revenue generation and personal needs of State 
residents. These same nonenergy projects must be analyzed for potential power generation 
opportunities, such as incorporating tidal power generation with a road crossing of Cook Inlet, for 
example. Rural Alaska power should be made more accessible, reliable, and less costly through 
the use of interties, alternative technologies, and more efficient use of cogeneration capabilities 
where they exist. Generally, Alaska must plan a stepped approach to assuring quality power, a 
growing economy, and adequate life-cycle cost of every large project undertaken.

Aggressive pursuit of short-term projects with long-term benefits must start today. Weatherization 
is a proven method to lower power costs and assure a warm, comfortable home and should be 
provided in line with developing statewide thermal and lighting standards. Conservation must be a 
byword. Knowing how and where to conserve is a primary step, and education is the key to 
successful implementation. In schools, and at the consumer levels, Alaskans must have their 
energy consciousness raised to a point that efficiency is expected. Reducing consumption 
through efficiencies without degradating accustomed lifestyles, must be a key objective. Reduc­
tions to State energy subsidies would benefit from such savings as well. Generally, active pursuit 
of programs and projects that are relatively low cost yet widespread over rural and urban areas 
will net considerable energy savings now and in the long run. Ultimately, Alaskans will determine 
where the State goes on economic expansion and energy development.
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SUMMARY

H is to ry  o f  Rura l  Energy
• A fue l -based  l i f e s t y l e  in many r u r a l  Alaska v i l l a g e s  began with 

the i n t r oduc t i on  o f  outboard motors and snowmobiles.  Government 
sponsored housing c reated a demand f o r  heat ing o i l  beginning in 
the 1960s . A lso , the spread o f  e l e c t r i c i t y  in the 1960s and 
1970s e s tab l i s h ed  the need f o r  d i e se l  f u e l  to run power genera­
t o r s  (page 9 ) .

• The e a r l y  government housing was o f t e n  poo r ly  constructed and 
c re a te s  s i g n i f i c a n t  energy burdens f o r  the homeowners even today. 
The newer housing has improved and i s  more energy e f f i c i e n t ,  
(page 9 ) .

• The inc rease  in Sta te  grants  f o r  v i l l a g e  e l e c t r i f i c a t i o n  in the 
1970s coincided with the inc rease  in S t a te  o i l  revenues. 3y the 
mid-1970s , many o f  the l a r g e r  r u r a l  communities were e l e c t r i f i e d  
to some degree, but about  85 v i l l a g e s  were s t i l l  w ithou t  a cen­
t r a l i z e d  power u t i l i t y  (pages 1 0 - 1 1 ) .

• As fu e l  demand increased ,  v i l l a g e s  began to experience fue l  
shor tages in the 1970s because o f  inadequate bulk s to rage .  
Although 81 v i l l a g e s  (about  31 percen t  o f  the r u r a l  v i l l a g e s )  
have rece ived S ta te  g rants  ove r  the pas t  f i v e  yea r s ,  problems 
s t i l l  remain in o the r  v i l l a g e s  (pages 1 1 - 1 2 ) .

• The energy ou t look  in r u r a l  Alaska i s  no t  p a r t i c u l a r l y  promis­
ing ,  as dec l in ing  o i l  revenues w i l l  l i k e l y  shr ink Sta te  a s s i s t ­
ance through the numerous programs. Furthermore , f ede ra l  energy 
funds may decrease under d e f i c i t  r educ t ion  e f f o r t s .  However, 
d e c l i n in g  world o i l  p r i c e s  and increased compet i t ion in ru r a l  
fu e l  markets ( p a r t i c u l a r l y  in Western A laska ) should a l l e v i a t e  
concerns about the p o t e n t i a l  f o r  s p i r a l i n g  r u r a l  energy cos ts  
over  a t  l e a s t  the next few yea r s  (page 1 3 ) .

Government Energy Programs in the 1970s and 1980 s .
• The fede r a l  home energy a s s i s t ance  program reaches about  20 ,000  

o f  the est imated 38 ,000  e l i g i b l e  households in A laska .  The 
cash payments covered rough ly  17 to 29 pe rcen t  o f  the fu e l  ex ­
penses f o r  the t yp ica l  r u r a l  household in some coas ta l  western 
v i l l a g e s  and i n t e r i o r  v i l l a g e s .  Because Alaska p a r t i c i p a n t s  
in the energy a s s i s t ance  program a re  inc reas ing  s ix  to ten
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o f  the est imated 38 ,000  e l i g i b l e  households in A laska.  The 
cash payments covered rough ly  17 to 29 percent  o f  the fue l  ex­
penses f o r  the typ ica l  r u r a l  household in some coas ta l  western 
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percent  annua l l y ,  i t  i s  l i k e l y  t'.iat the average energy payment 
w i l l  decrease in fu tu re  yea rs  in o rd e r  to extend b e n e f i t s  to 
more households (pages 1 5 - 1 6 ) .

• About 5 pe rcent ,  o r  7 , 9 00  houses, o f  a l l  housing statewide has 
rece ived low-income wea the r i za t ion  a s s i s t ance  under the fede ra l  
and S ta te  programs. However, there a re  rough ly  100 communities,  
p r im a r i l y  small and i s o l a t e d ,  which have rece ived no weather i za -  
t ion  a s s i s t ance  during the seven yea rs  o f  government programs. 
In a dd i t i o n ,  given the substandard cond i t i on  o f  much o f  the r u r a l  
housing, i t  i s  uncer ta in whether these programs are weather iz ing 
houses which should a c t u a l l y  be r ep laced  (pages 1 6 - 1 7 ) .

• Un l ike  many o the r  s t a t e s  which were focusing se r ious  a t t e n t i o n  
on conserv ing energy,  A la ska ' s  energy agenda beginning in the 
mid-1970s was p r im a r i l y  to develop new h yd ro e le c t r i c  power s i t e s  
and to promote and extend e l e c t r i c  power s ta tew ide .  S ta te  o f f i ­
c i a l s  were guided by a p o l i c y  o f  r e d i s t r i b u t i n g  the petro leum 
resource wealth in energy p r o j e c t s  throughout the s ta te  (pages 
1 7 - 1 0 ) .

• Many o f  the S ta te  r u r a l  energy programs have emphasized power 
p roduction and d e l i v e r y .  Sta te  loans and grants  to r u r a l  
u t i l i t i e s  f o r  d ie se l  genera t ion systems f l o u r i s h e d  in the l a t e  
1970s and the 1980s. Numerous a l t e r n a t i v e  energy demonstrat ion 
p r o j e c t s  were begun in the l a t e  1970s in hopes tha t  they would 
e v e n tu a l l y  provide rep lacements f o r  r u r a l  d i e s e l  genera t ion .  
As o i l  p r i c e s  continued to r i s e ,  the S ta te  e s tab l i s h ed  a power 
r a t e  subsidy (Power Cost Ass is tance )  in 1980 as an in te r im 
measure un t i l  long- te rm a l t e r n a t i v e  energy s o lu t i o n s  could be 
found f o r  high r u r a l  power cos t s  (pages 1 8 - 2 1 ) .

• Space heat ing cos ts  have been the most c r i t i c a l  energy burden 
fac ing r u r a l  households. In 1979, Native households spent three 
t imes as much on fue l  o i l  f o r  space heat ing as on e l e c t r i c  b i l l s .  
Even today,  households in c oa s ta l  Western Alaska spend 40 percent  
o f  t h e i r  t o t a l  energy d o l l a r s  on heat ing o i l ,  in comparison with 
13 percen t  on e l e c t r i c i t y .  In o rde r  to reduce r u r a l  Alaskans' 
v u l n e r a b i l i t y  to high heat ing c o s t s ,  a S ta te  Energy P o l i c y  Com­
mittee recommended in 1979 th a t  the S ta te  sup lement the fe de r a l  
wea the r i za t ion  program. B e l a t e d l y ,  the S ta te  began a modest 
wea the r i za t ion  program in 1983 as f e d e r a l  funds diminished 
under the Reagan Admin is t ra t ion (pages 2 2 - 2 3 ) .

• Disenchantment with the genera l  lack  o f  success with a l t e r n a t i v e  
energy D ro j e c t s  and the pe rcep t ion o f  d i s o rg an i za t i o n  lead to 
the demise o f  the D iv i s i o n  o f  Energy and Power Development in 
1983 (page 2 4 ) .
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• As r e s u l t s  from a l t e r n a t i v e  energy p r o j e c t s  and v i l l a g e  recon­
na issance s tud ies  became known, many people began to r e a l i z e  
t h a t  the re were no t  r e a l i s t i c  a l t e r n a t i v e s  to d ie se l  power 
genera t ion in most r u r a l  communities (page 2 4 ) .

• With massive S ta te  loans f o r  the "Four Oam Poo l "  and app rop r i a ­
t i on s  f o r  Sus i tna and B rad ley Lake hydro p r o j e c t s  under cons id ­
e r a t i o n  during the 1984 se s s i o n ,  some r u r a l  l e g i s l a t o r s  r a i s ed  
the quest ion o f  equ i ty  in energy a s s i s t ance  f o r  r u r a l  Alaskans. 
The ru r a l  power r a t e  subsidy was s i g n i f i c a n t l y  increased under 
a rev i sed  program, Power Cost E q u a l i z a t i o n .  Rura l  u t i l i t i e s  
can now app ly  fo r  a Sta te  subsidy which reduces power cos t s  to 
8.5i{:/kwh f o r  750 kwh monthly usage by each customer (page 2 5 ) .

• Un l ike  p rev ious statewide energy p lans ,  which were prepared by 
consu l t an ts  and merely cata logued energy resou rces  and uses,  
the S t a t e ' s  1985 long- te rm energy r e p o r t  p resen ts  energy goa l s  
and op t ions  f o r  a c t i o n .  Many o f  the op t ions  i d e n t i f i e d  through 
t h i s  in teragency e f f o r t  r equ i r e  add i t i o n a l  funds and few appear 
in the Governor ' s  FY 86 budget r eque s t  (pages 2 5 - 2 6 ) .

• A r ecen t  r e p o r t  from the Advisory Committee on Statewide Power 
Production Costs recommends tha t  the Alaska Power Autho r i ty  be 
r e s t r u c tu r e d  in to  a market ing agency which would purchase power 
from a l l  u t i l i t i e s  and r e s e l l  the power a t  an average cos t .  Un­
der th i s  p ropo sa l ,  the APA would a l s o  manage fu tu re  c ap i t a l  
a dd i t i o n s  to a statewide power system, inc lud ing the Sus itna 
hydro p r o j e c t .  The committee r e p o r t  recommends annual appro ­
p r i a t i o n s  o f  $350 m i l l i o n  f o r  e ig h t  yea rs  which would cover the 
cos t s  o f  r a t e  e qua l i z a t i o n  and s t a b i l i z a t i o n  but no t  the cos t s  
o f  c ap i t a l  add i t i on s  statewide (page 2 7 ) .

Alaska Energy Programs Lack Ra t iona l  P o l i c y
• The Sta te  o f  Alaska has never f o rm a l l y  adopted an energy po l i c y  

as the bas i s  f o r  energy program expend i tu res  t o t a l i n g  as much as 
$1 .7  b i l l i o n  during the l a s t  nine y ea r s .  The energy programs 
have been implemented wi thou t  f i r s t :  1 ) a c cu ra t e l y  de f in ing  the 
energy problems to be so lv ed ;  2) c a r e f u l l y  a r t i c u l a t i n g  goa ls  to 
be achieved through program expend i tu re s ;  and 3 ) th ough t fu l l y  
de r iv ing  a formula f o r  the d i s t r i b u t i o n  o f  Sta te  program bene­
f i t s  based on r a t i o n a l  and f a i r  d i s t r i b u t i o n  p r i n c i p l e s .  Cowse- 
quen t ly ,  r u r a l  energy programs in Alaska e x h i b i t  •& se r iou s  
in equ i ty  in the d i s t r i b u t i o n  o f  program b en e f i t s  add s e r v i c e s .  
Furthermore , seve ra l  r u r a l  energy programs tend to be s e l f -  
de fea t ing  o r  counte rp roductive  (pages 2 9 - 3 0 ) .
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• In l a rge  p a r t ,  the f a i l u r e  o f  A la ska ' s  r u r a l  energy p o l i c y  can 
be a t t r i b u t e d  to an under ly ing motive o f  "shar ing the wealth" 
o f  S ta te  revenues accrued through Prudhoe Bay o i l  r o y a l t i e s  and 
t a x a t i o n .  The d e s i r e  to "share the wea l th " ,  expressed by both 
a dm in i s t r a t i o n s  and l e g i s l a t u r e s  dur ing the l a s t  nine y ea r s ,  
has o f ten  been the most po ten t  f a c t o r  a f f e c t i n g  the design o f  
S ta te  energy programs. Ra t iona l  energy po l i c y  has f a l l e n  v ic t im  
to concerns ove r  ach iev ing a balance between a pp rop r i a t i on s  
to r u r a l  versus urban a reas  o f  the S t a t e .  In a d d i t i o n ,  a number 
o f  r u r a l  energy programs have been spawned ou t  o f  the c ap i t a l  
budget process instead o f  c a r e f u l l y  f o l l ow ing  the th ree - s tep  
procedure descr ibed above (pages 3 0 - 3 3 ) .

What's Wrong With The S t a t e ' s  Energy Programs?
• The focus o f  S ta te  energy programs has been l a r g e l y  r e s t r i c t e d  

to address ing a s ing le  energy n e e d - - e l e c t r i c  power. At l e a s t  
$720 m i l l i o n  has been expended in meeting urban e l e c t r i c  r e q u i r e ­
ments through Sta te  emphasis on major h y d r o e l e c t r i c  developments 
and e l e c t r i c  i n t e r t i e s .  For r u r a l  A laskans,  an annual app rop r i a ­
t ion o f  $21 .7  m i l l i o n  has r e c e n t l y  been earmarked f o r  e l e c t r i c  
power subs id ies  via the Power Cost  E qua l i z a t i o n  program. Ap­
prox imate ly  $93 m i l l i o n  has been app rop r ia ted  as g rants  and 
loans to v i l l a g e s  f o r  the development o f  e l e c t r i c  genera t ion 
and d i s t r i b u t i o n  systems. Near ly  $27 m i l l i o n  has been expended 
in search o f  a l t e r n a t e  sources o f  energy to be used in the gen­
e r a t i o n  o f  e l e c t r i c  power, inc lud ing h y d r o e l e c t r i c ,  geothermal ,  
coal and na tu ra l  gas re sou rces .  Almost $24 m i l l i o n  has been 
invested in resea rch  and p i l o t  p r o j e c t s  r e l a t i n g  to wind energy , 
wood g a s i f i c a t i o n ,  s o l a r  energy , s ing l e -w i r e  ground r e t u r n ,  
biomass and waste heat recove ry  technology in an e f f o r t  to 
prov ide a l t e r n a t e  methods o f  genera t ing and d i s t r i b u t i n g  e l e c ­
t r i c i t y  in the Bush (page 3 5 ) .

• I r o n i c a l l y ,  e l e c t r i c  energy c on s t i t u t e s  a smal l po r t i on  o f  the 
o v e r a l l  energy requirements  o f  many r u r a l  communities.  In a 
number o f  cases ,  the energy va lue o f  e l e c t r i c i t y  makes up l e s s  
than 5 percen t  o f  the to t a l  energy requirements  o f  ind iv idua l  
v i l l a g e r s .  In c on t r a s t ,  o f t en  ove r  h a l f  o f  r e s i d e n t i a l  energy 
requi rements r e l a t e s  to space heat ing f u e l ,  whi le  most o f  the 
remaining energy use p e r ta in s  to t r a n sp o r t a t i o n  f u e l s .  Conse- 
equen t ly ,  even i f  S ta te  energy programs prove success fu l  in 
prov id ing r u r a l  communities with a f f o r d a b l e  e l e c t r i c  power, on ly  
a smal l  f r a c t i o n  o f  r u r a l  energy needs w i l l  have been addressed 
(pages 3 5 - 3 6 ) .

• Energy program b e n e f i t s  and s e rv i c e s  have been d i s t r i b u t e d  among 
r u r a l  communities in an in equ i t ab le  .manner. Gene ra l l y  speaking,
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the b e t t e r  o rganized ru r a l  communities have garnered the l i o n ' s  
share o f  the b e n e f i t s  o f f e r e d  by S ta te  programs. T yp i c a l l y ,  
those communities which have rece ived e l e c t r i f i c a t i o n  grants 
have a l s o  been r e l a t i v e l y  success fu l  in obta in ing bulk fue l  
grants and lo an s ,  waste heat  recovery  g rants  and e l e c t r i c  power 
r a t e  subs id ie s .  In t h i s  " s u r v i v a l  o f  the f i t t e s t "  approach to 
d i s t r i b u t i n g  S ta te  energy program se rv ic e s  and b e n e f i t s ,  as 
many as 70 r u r a l  v i l l a g e s  have been l a r g e l y  ignored under e x i s t ­
ing S ta te  energy p o l i c y  (pages 3 5 - 3 9 ) .

• Conventional energy p o l i c y  i s  o f t e n  based on the goa ls  o f  energy 
conse rva t ion  and energy s e l f - s u f f i c i e n c y  ( p a r t i c u l a r l y  a reduc­
t ion in o i l  dependency).  The cen te rp iece  o f  A la ska 's  r u r a l  
energy po l i c y  -Power Cost E q u a l i z a t i o n— encourages the consump­
t ion o f  e l e c t r i c i t y  and deepens the dependency o f  r u r a l  Alaska 
on o i l .  The goa ls  o f  energy conse rva t ion  and independence from 
o i l  a re  being undermined by Power Cost Equa l i z a t i on  subs id ies  
which cause ru r a l  consumers to r e a c t  to a r t i f i c i a l l y  low e l e c ­
t r i c  power p r ic e s  ( 3 . 5  cents/kwh) instead o f  l ea rn ing  to l i v e  
with the r e a l  c o s t  o f  e l e c t r i c  power ( o f t e n  over 50 cents/kwh) .  
Moreover , s ince a lmos t  a l l  e l e c t r i c  power in the Bush is pro­
duced by d i e s e l  gene ra to r s  and r u r a l  e l e c t r i c  power consumption 
is  inc reas ing every y e a r ,  r u r a l  Alaska i s  becoming more (n o t  
l e s s )  dependent on o i l  and the goal o f  energy s e l f - s u f f i c i e n c y  
i s  f a l l i n g  f a r t h e r  from reach (pages 3 9 - 4 8 ) .

• 3eyond the technical f l aws in S ta te  r u r a l  energy p o l i c y ,  seve ra l  
misconceptions have c louded the true nature  o f  the " r u r a l  energy 
problem."  Put s imply,  the " r u r a l  energy problem" i s  a conse­
quence o f  the high c o s t  o f  l i v i n g  in r u r a l  Alaska and the low 
average cash income. Anything purchased with cash in ru r a l  
Alaska i s  g en e r a l l y  more expensive than the same item bought in 
urban communities,  inc lud ing energy , g rocery i tems, c l o t h in g ,  
boats  and motors .  Due to the s c a r c i t y  o f  j obs  which provide 
income and because the subs is tence economy i s  a cash less  economy, 
r u r a l  r e s id e n t s  w i l l  l i k e l y  remain cash poor by urban standards . 
Consequent ly ,  the " r u r a l  energy problem" w i l l  on ly  be so lved 
e i t h e r  when opp o r t u n i t i e s  p re sen t  themselves f o r  r u r a l  Alaskans 
to secure subs tan t ia l  inc reases  in cash income, o r  i f  the Sta te  
government i s  prepared to suppor t  perpetua l energy subs id ies  
(page 4 8 ) .

• The r e a l  energy problem f o r  r u r a l  Alaskans i s  no t  one o f  f i n d ­
ing ’ subs id ized energy sources , but  one o f  genera t ing sources o f  
income with which t o :  1) purchase energy a t  the bes t  p r i c e ;  and 
2) enable l o c a l  governments to implement t h e i r  own dec is ions  
about meeting t h e i r  energy needs. The c o r o l l a r y  to th i s  miscon­
ception i s  the mistaken not ion tha t  " o i l  i s  the enemy" in r u r a l  
A laska.  The f a c t  remains tha t  o i l  has been, and w i l l  l i k e l y

- 7 -



SUMMARY

continue to be, the l e a s t  c o s t l y  energy opt ion f o r  many remote 
communities (pages 4 3 - 5 0 ) .

A l t e rn a t i v e  P lans o f  Action
The recen t  budget trimming a c t i v i t y  a t  the fede ra l  l e v e l ,  coupled with 
f o r e c a s t s  o f  dec l in ing  Sta te  revenues caused by o i l  p r i c e  dec l in e s  over 
the sho r t  term and Prudhoe 3ay production dec l in e s  ove r  the long term, 
lends urgency to the matter o f  address ing the energy problems o f  ru r a l  
A laskans .  Consequent ly ,  our p roposa ls  f o r  a c t ion  in t h i s  area c a l l  f o r  
a dramatic depar ture  from the s ta tu s  quo. These ac t ion  plan opt ions  
inc lude :

• di smant l ing e x i s t i n g  r u r a l  energy programs in favor  o f  a d i r e c t  
"wealth d i s t r i b u t i o n "  plan to be implemented through S ta te  reve ­
nue shar ing (pages 5 1 - 5 2 ) .

• Par ing back p resen t  energy programs to inc lude on ly  those which 
suppor t  conventiona l energy p o l i c y  goa l s  while g r e a t l y  expand­
ing the scope and funding o f  the remaining programs. The s u r v i v ­
ing programs would be the fe de r a l  Low Income Home Energy A s s i s t ­
ance Program and the Weathe r i za t ion  Assistance Program (page 5 2 ) .

• Phasing out  c u r r e n t  energy programs whi le  subs id iz ing  the deve l ­
opment o f  reg iona l  energy resou rces  (such as coal in Western 
A la s k a ) .  The goal o f  th i s  proposa l  i s  to a t tack  the r o o t  cause 
o f  the " r u r a l  energy problem"— the lack o f  a s o l i d  and s e l f -  
sus ta in ing  cash economy in r u r a l  Alaska (pages 5 2 - 5 4 ) .


