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7 Chiisty Miller ~ Susitna Power Project
) ' - Presentation by:
-y ) o : ) - Senator Gravel
o Senator Mike Gravel gave a presentation to the Anchorage Municipal - .-
- - Assembly regarding progress to oate of the Dﬂv1}' Canyon and Yatana
. Dam projects. : - '
[, Resistance by Congress to the Susitna hydropower project, and other
, _Alaskan projects because of the State's image as becoming the weaithiest
{E . State in the Union were iterated by Gravel. This type of Congressional
; resistance plus the traditional methoc of Tinancing a hydropower project

) ) fihrough the time-consuming obpdure of autnorization, appropriation . -
= - and construction) Gravel exn]aynbd re what prowmpted him to look at a
s new approach to financing the Suoibnu project.

. Gravel explained in detail (using charis and graphs as illustraticn) the :
= traditicnal method of hydroelectric deveicpment and the method proposed
= under tne Alaska Hydroelectric Power Development Act.
-
» In brief Grgv 1's financing method is as follows: 1) Through Congressional
' Tegislation a $25 million revolving fund would be establishad, ;) The
- money ‘wWould quarantee state bonds issued to pay for Phase I work {involves
E advanced enginearing and dns1 gn, final F.T.S., and caos /b?nafxt analysis).
& 3) If the prOJect is “go" tho Alaska Power Authority (would handle the.

- bond issue and run the project) may at this time, eliminate the further
f? . assistance of the Corps of Engineers, choosing angther construction
S “contractor, or the Corps would be choosen as the contractor offering the

advantages of a guarantee against cost overruns and "acts of God".
4) If it is determined in Phase I that the dam should-not be built, the
federal government would be ob1igated-tonpuy off the.State's bond>.
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For the Record .. w2 August 22, 1977 -

Several questions were asked by assembly members with respect to the
impact of the Susitna Project on local government. Gravel recommended
that the lunicipality establish dand maintain contact w1th the Corps and

the Alaska Power Authority as Phase I progresses.

Grave? emphasized that he WOuld like to see ATaskans benefit from low
cost hydroelectric power, "not some Outside aluminum company." (It is.
my understanding that he may have been referring to a proposal and
report by the Henry Jd. Kaiser Company, September 1974, for an energy-
intensive industry to utilize any electricity surplusses.) -

The attached summary paper on the Susitna Pover Project was distributed

33755 001 151752

to assembly members and other attendees.
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. THE SUSITNA POWER PROJECT ’ /,
| A Reﬁort toAAlas%éhs
, by o
.SenatorAMle Grafel

- Chairman, Water Resources Subcommittee

" 'Committee on Environment and Public Works

May 23, 1977 .

‘ ARLIS -
Alaska Resources Library & Information Services
: Library Building, Suite 111
3211 Providence Drive
Anchorage, AK 99508-4614
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Page 1 of Senator Gravel's report is missing.
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would generate an average 6.91 billion kilowatt hours
- According to the Corps, demand for electricity in the 7

-~ facty

a huge dam at the Yukon's Rampart Canyon 100 milcs northwest of
Fairbanks. A hcated national debate arose over the environmen-
tal liabilities of the Rampart proposal, and a subscquent
cost/benefit analysis showed the project -to be economically.
undesirable. . - C : -

The Rampart proposal was dismissed just as a second water
crisis arose: the 1967 flood at Fairbanks. For the next several
years, the need for flood control drew attention away from the
question of hydroelectric development in the state.

In 1972, however, ‘the Senate Public Works ComnltLee
ordered the Corps of Engineers to renew the study of power
options, including hydroelectric potential, for the railb=it.

By the time I became chairman of the Water Resources Subcommittes
in 1973, the Corps was reporting that preliminary data pointed
to the Susitna at the Devil Cgﬁ/Oﬁ site. - Its location, its high
power potential, the stabilizing effect it could have on the
energy systems of the railbelt area and the fact that it would
reduce the need for new fossil fuel plants in Alaska: all these
factors were.in 1ts favor. 1I.acquired accelerated funding for
the stuady, and last year the Zorps final zed its recommendation,

Thc Coxrps suwwesked to the Congress a'$1 5 billion pro-
ject composed of a 635“*OOL concrete dan at Devii anyop 14.5

fmlles east of the Alaska Railroa d at Gold Creek, with four 194-

megawatt generating units; and an 810-foot earthfill dam at
the Watana site, 31 miles upstxeam from Devil Canyon, with three
264-megawatt units. ‘ T ’ )
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The Watana Dam would be built first. Together
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area, presently about 2 billion kilowatt hours annually, w

. reach 5.5 billion by 1980 and 15 billion by 2000.

Watana wou 1d be on line in 1986, Devil Canyon in 1990
They would comprise the largest project in Corns history -- in
-the largest hydroelecir gvelopment in North Amer;c“.”

 FINANCING -==~THE-OLD WAY

At first glance, the prospects for a dam project on the

Su fa would seem very bright. . : _ :

The sit particularly well-suited to hydroelectric

e 1s
development. Envirommentalists had cited it during the Rampart
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controversy as a preferable alternative becausc it would cdo
- relatively little harm to fish and wildlifc habitat. And as
chairman of the Senate subcommittee, I was in-a position to
support the project. ‘ . e

= ) But in my commlttee work, I had learned that the pros-
pects were in fact not bright for any hydroelectric project,
no matter how promising the projcct might be. Furthermore,

= the prospects were declining year by year.

~ : . .

[ The traditional method of financing a federal hydro-
electric project is through Congress's dual procedure of
authorization (basically, permission to act) and appropriation

i

B (making money available for the action). These two distinct

., functions must be completed for each step in the making of the
_ dam. _

)

. The initial surveys, a plan of study for Phase I, Phase

I itself (involving advanced .engineering and design, a’ final
environmental impact statement and COSL/bCHc;lL economic analysis),
and the actual construction: all of these, must be separately
authorized, and money than appropriated. . rurthbxnorp, although
authorization is needed only oifce for each phase of the project,

. the money is appropriated only as needed on a yearly basis.

f This means that, during the long planning and conceptual phase,

" Phase I, and during the construction phase, appropriztions must

be made again and again, year after year, for a single project. ‘

All of this is time-consuming in itself. But more than
o

%’. that, the appropriations process 1s a political, and hence a

~  relatively capricious, one., It is subject to all the winds of

.. the American political process, including the popularity or

'© . unpopularity of dams and federal projects in general. These -

=i funds must compete with all other appropriations.

[ - Englneers may know the rlght amount of money to request
K year by year in order to complete a project on an optlmu1

“schedule.  But members of Congress like to think ‘0f themselves

11? as~hard=nosedson the- } of federal spending, and. menbbrs-¢>}  
. of appropriations committees are of ten 11Lely to t1lm ‘the re-

quests that come before them.”

of. federal water projects they. are necver finished on schedule.

[; The result of this process is predictable. In the case
Lﬁ They drag on, sometimes for -several decades, and costs go up.

A few examples are instructive:



IR VR
3
-~
1

-(‘ The Harry S. Truman Dam dnd Rescrvoir in Missouri is a L
- nUILl purpose project which was authorized in 1954. Construction
.. money was first appropriated in 1965, Total project cost at
[j that time was ostimated to be $129.5 million, and completion
= was scheduled for 1971. Now, in fiscal year 1977, the cost
estimate has climbed 219 per cent to 5413 million. The project
+i1s 51 per cent done, and is scheduled for completion in December
- 1980, 26 years from orlglnal authorization.

[ . The Tennessee-Tombigbee waterway in Alabama and Mississippi |
will provide a connecting waterway system considered to be

: national in scope. It was authorized in 1946 at an estimated

(™ $120 million. Construction funds were £irst appropriated in

. 1971. The estimated total cost-at that time was $361.3 million.
The 1977 cost estimate for this project-is $1.5 billion. It is

[ 6 per cent complete and the estimated completion date 1is March
1986 40 years frOﬁ orlvlnal authorlbaulon. .

F The Lower Granite Lock and Dam in Washington, part of

» the Lower Snake River Multiple Purpose Project, was authorized
~ in 1945 at an estimated cost of $82 million. Construction. was
initiated in 1965. The project:is now 92 per cent complete and
the total estimated cost is $310 million. Date of completion
1s now scheduled for September 1979, 34 years from original

authoLL ation. , -

T

the

= It has taken an average of 18 years from the time of s e
authorization to first construction monies. Construction when '
s §

%f initiated has been prolonged an average of five years, or a
~  third longer than engineering schedules would requlire.

E ' It should be pointed out that the Corps of Engineers
suffers the criticism for cost overruns when in fact most over-
runs are a product of erratic cash flows nece551haub by federal
B budge constraints. - :

t'.:ﬂ

w;: ﬁm - It .is also_worth pointing out that:.the namcd above pTQJCCtS e
I?w’le hltth the. home :states - of- some ol ‘the Senate! ;nost pOW@¥¢Jl f

-

members: John McClellan, Jamcsmvasuland,_John Stennis, Warren _,;,;;;E

Magnuson and S$coop Jackson. If these men have not succeeded
" ~better in advancing projects essential to their states, I can't
- be very sanguine about the chances for the Susitna progecL undel
the Congressional appropriation process.

t . The fact is that federal funding for water projects has
been declining for ycars, even though the nation's hydroclectric

- gapacity could be doubled. It could provide non-polluting, re-

|~ newable energy and, in effect, help conserve petroleun. I nysclf

would favor an aggressive national hydroelectric policy.

.



, But the conclusion is inescapable that in the competition
. for federal dollars, the priority given to water projccts is
[ . slipping lower cach year. The total Corps of Engincers progran
.- is currently being funded at a rate less than half that of ten
years ago. The current budget includes no new constructlon

E_ . .starts and very few new survey starts.

Ten years ago, nearly 75 per cent of the Corps' appro-

= pr iation was for comstructlon; 14 per cent was for operation
and maintenance. Today constyuction accounts for only 58 per
. cent of the Corps' budget; ope;atlons and malntcnanco account

B " for 27 per cent. ‘.

- S Fundlnc was terminated this year for 21 ong01ﬁ~ Corps

= - projects. And my prediction to the legislature last year that
T '‘a change in Administvrations would not' mean a change in this

-~ policy has been borme out: one of President Carter's first
actions was to Lhreaten water projccts underway in all ports o;

the countxry.

Already, then, 1t seems an Jnonportune time to propose

[? . a new project, the largest ever, for the Corps of Engineers.
But there is yet another strike against the Susitna p1onosal

: . one which makes adequate Iundlng for the PTOJL ct appear virtually
[3 © dimpossible. - _ A -

THE IMAGE OF ALASXA oy

is no secret in Washington. In fact, stories of pipeline sal-
aries seen to make a more vivid i1mpression on national legislators
than do the much more widespread instances of high costs forx

basic materials and services. - .. .

:E? : Alaska's eneroy vealth in particular its pipeline wealth,
3

Alaska experienced a boom while most of the COUHLTY under
went a recession. No matter that the blessings.of a boom are
very mixed. A Congressman who hears of a single 17-year-old

Alaskan making=a $JO QO&~-alary as.a. surveyor. becomes suddenly
i : _pervasave p;oblcns of our tatc. a

B #

Throughout its hlstory as a sta Le, AlasAans approachcd
the Congress with the explanation that '"things are different

- - here" and "things arc harder, and they cost more.”" This is all
- true, and Congress has responded: as vrecently as 1974, Alaska
g TCCCLVCd morc than twice as much in federal dollars as we paid
= in taxes. In highway construction and in federal land reve nucs,

we enjoy a higher sharec of U, S. money than any other state
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woptimum funding.

agesirability of the project?

. study-and”eventually -to build-
“the. advantdge oL federal~guarantees during- constructlggw

In 1974, in fact, the government spent more per capita in Alaska
than in any other state. Only in Washington, D. C. was more
federal money spent per person. : :

it has become apparent that our welcome
”Lalthlcst state in
can't we pay our

In recent years,
is wearing thin. Alaska 15 to become the
the union. .Why, @ congressman asks himself,

ovwn way?

This situation is especially applicable to the Susitna
The Corﬁs estimates ten years for construction under
~At an estimated cost of $1.5 billion, this
averages out to $150 million per yeor.' That is 12 per cent of
the total Corps construction budget for the entlre country in

proposal.

1977. | | ,

. - If that budgetary level were to remailn constant over the
next decade, we would have one project using, for ten years
running, some 12 per cent of the total construction funds for
all 50 states. And this would be for the benefit of little more
than one-tenth of one per cent of our nation's population. '

Oné .thing was clear: 7it h“sn‘* w01ng to happen that way.

FINANCING -~ A NEW APPROACH

How, then, could the Susitnaz project be brought about?

How could we even fund the $20 million Phase I work, without
which we could not be positive of the feasibility and the

: At lunch omne day with Maj. Gen. Ernest Graves, chief of
-the Corps’ Civil Works division,
question: "Why not pay for it ourselves!"

“The state could sell revenue bonds to pa¥y the Corps to
the project. . We would still havprf
~But

He statv

when the dam was finished,. it would be’ thc pLoperLy ofﬂ
of Alaska, not the fedcral government.’ e

1f the state sold revenue bonds

be sure that the money would.
That would mean .optimum

get power

Perhaps most important,
to pay for construction, we could

be available when it was needed.
scheduling, which would lower the cost of the dam and

- on-line qvlckly.

I found myself ﬂsklnﬂ a ﬁemlllar
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T came to AlasXka in February to discuss t
state officials, utility execcutives and ull inter

his plan wit
] T
The concept was well- receled -

h
sted parties

. I then presented the plan to the legislature. In its
refined form, 1t looked like this: ' -

Through Congressional legislation, & $25 million revolv-
~ing fund would be established. The money in the fund would be
used to guarantee state bonds 1issued to pay for Phase I work
on hydroelectric projects. If it was determined in Phase I
that the dam JhouWQ not be built, the federal government would
"pay oiff the state's bonds. The state in other words loses .
nothing 1f the project proves to be ill-advi sed, either because.
"of reasons of engineering, cnvironment ox economics.

If it was decided to go ahead WLLh the pTOJCCL, the
state would issue new bonds which would, 1) pay off the Phase I.
bonds, thus reimbursing the government for the ZTorps' work; and
2) pay for the construction of the dam, either by the Corps or
by other private contractor. The bonds would be repaid through
the sale of electricity from the project. :

-t

An Alaska Power Authoxity would also have to be created
to handle the bond issues and run the project. State Reps. Jim
Duncan and Red Swanson had already introduced legislation creat
ing such an authority before I addressed the legislature, and
this was approvea a shoxrt time laterx :

I introduced the Hydroelectric Power Development Act in
1976 to create the revolving fund, and it was rveported by the ,
Public Works Committee in September as part of the Water Resources
Act. - = SR '

(Ih an ironic twist, the House-Senate corfc1cncp committe
refuspd to believe that.the $25 million bond guarantee fund was
simply that. .They altered thc title and the authorization so

. the. Dlll became. the Alaska Hydroelectric Po .b*’DCVCIOﬁmanL \cu;f;'”
;naklncwﬁj
"ATCVO.».VJ.TIO' fU*ICL ) L)’\A/,,l\s/‘(,((/ €D C( /th/C’-‘zc(-f //7V€(,/ "1///

ne:an-/ state- CLlﬁlDib for “‘thebencfit d?"Lhe

After the bill was passed and signed into law last fall,
I organized mcetings between the Corps, bond attorneys and
state officizls. Two more needs were identified: 1) the Corps
needed $100,000 to complete a Plan of Study for the Phase I
woirX; and 2) clean-up language was needed in the authorizing
bill to make clecar the liabi llty for litiginous Cost overruns.
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The state
delayed the project a year.

The clean-up language is
water bill, now reported to the
Publi¢ Works Committee.

In 2 word, the detailed P

agreed to put up
monecy authorized and appropriated

tha $§100,000. To have that
by the Congress would have

part of this year's omnibus
Senate by the Environment and

nase I stug), meant to cnable

the Corps to giyve a firm recommendation for or against the

Susitna project, is on its way.

secure the passage of the clean-
of Study and pay for it;
the $25 million revolving fund,

bonds; secure a resolution fron

'ing the sale of the bonds, and s
that if it begins next spring, Ph
completpd by 1980.

‘One other facet remains.

to be done is to
Plan

What remains

up language; finish the.

appropriate the first $6 million of

needed to guarantee the state's
the state legislature authoriz-
cll the bonas. The Corps says

hase I reconmendaL1015 can be

My original legislation pro-

vided for thorough independent critique of each of the segments

of the Corps'! Phase I repoxrt: . e

,q#mental impact statement, and.cos

inadvertantly omit

provision was
was unable to have

ferees, and I
omnibus bill.
would provide

for such an indepe
“WOTXK, i

. ADVANT

It is my hope that

ngineering and acs*@n, enviyon-
t/veneflt analysis. This
ted by the House-Senate con-
it reinstated i1n this-year's
the state powel authority
ndent critique of the Corps’
N .

ACES T

The Hydroelectric Power D
concelved out of ne cessity' we
to the traditional financing met
Susitna project could not be fin
developed and refined, however,

- expected advaﬂtarcs thay come Lrom LHC
“<;neLnod‘ ‘ sy

A great"hydroelchrlc pPTo

years, not 30 or 40.
more quickly, but it meant lower

higher cost of Wall Strcet bonds,
“would be more

than. counterbalanc

evelopment Act was oriOinally
simply neceded an alternative
hod, because it was clear the
anced that way. As it was

we recognized a~number ol un-
alternative financing

JLCL could’bc compched'*n'Lcn

Not only did this mean power on linc

construction costs. Even the
as opposed to federal moncey,
ed by the savings cffected by

an optimum construction schedule.
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. At the end of construction, the dam would be owned by
— the state. This would give the state grcat flexibility to
' provide low-cost power throughout Alaska. This is because
- when the construction bonds arc paid, the hugc power output
- ~from the project would be extremely low-cost, the operating
7 and maintenance costs of hydro projects b01ﬂ« very small and
- there being no fuel costs. The state, throunh 1ts power
- authority, could equalize electricity rates LhrouwbouL Alaska
.. s0 that all residents would share in the benefit of state
— °  ownership. ~
Even in spite of its eventual ovn“*shnp, however, the
. state's risk in minimized. The experience of the-Corps in dam
building is unassailable. The thorough Phase I study assures
" .a reliable go or no-go decision ~- and if the decision is no-go,
- the state does not pay the Phase I costs. " '
N .
& - Finally, the pxocedure offers more dloC1pllnb for safety.
| A traditiomnal project uqdorgobs the scrutiny of the -Corps and )
) ~ the Congress. Projects 'under the Hydroelectric Development Act
& . would undergo not only this scrutiny, but also that of the state
g power authority, the state legislature, the national bond
market -- and hopefully a quzlifie d independent source to
— critique the Coxps’' work. . L :
S _ ' T - : : .
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