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 The following presentation contains slides which 
present estimates of capital spending based on 
projects identified in reports prepared for or by the 
Alaska Energy Authority. This presentation should not 
be considered an endorsement of any particular 
project, fuel source, or combination of projects 
identified by the authority and/or its contractors.  
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 Description of the problem A.S.S.E.T.S is intended to 
address: 

 Highlights from selected reports: capital  

 Highlights from selected reports: financing 

 Introduction to SB 25 

 Sections of the bill. 

 Powers and limitations for S.E.T.S 

 AIDEA 

 

Agenda 
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The Problem 
Significant capital investment will be required to develop 

the energy infrastructure Alaska needs. 
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Alaska Energy Pathway; Toward Energy Independence  
AEA July 2010 

• Projected “immediate” (0-10 years) capital spending of $1.999 billion for energy 
projects statewide (p. 25). 

 
Source: http://www.akenergyauthority.org/alaska-energy-plan.html 
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Railbelt Integrated Resource Plan (RIRP)  
AEA February 2010 

• Projected capital spending estimates 
range from $13.625 billion to $21.109 
billion (p. 1-17, 1-19) 

 
Source:  
 
http://www.akenergyauthority.org/regionalintegratedresourceplan.
html 4/14/2012 



Southeast Integrated Resource Plan (SEIRP)  
AEA December 2011 

• The low end capital cost 
estimates contained in the refined 
screened potential hydro project 
table (p. 1-15,16) identify $1.327 
billion in potential expenditures. 

 
• The capital cost estimates in  the 

results of transmission 
interconnection economic 
evaluation table (p. 1-19) identify 
$1.424 billion in potential 
expenditures. 

 
• The SEIRP results of integrated 

cases – regional summary table (p. 
1-37) estimates capital spending 
for the optimal hydro/transmission 
case at $1.407 billion. 
 

Source:  
 
http://www.akenergyauthority.org/southeastIRP.html 
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 Alaska Energy Pathway (AEA 2010) near term:  

 $1.999 billion. 

 Railbelt Integrated Resource Plan (AEA 2010) long term:  

 $13.625 - $21.109 billion. 

 Southeast Integrated Resource Plan (AEA 2011) long term: 

 $1.407 billion 

 

 Takeaway: there will be substantial spending on energy 
infrastructure in Alaska over the next five to ten years. 

Summary: Capital Estimates 
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Financing: Legislative Intent 

“It is the intent of the 
legislature that the state’s 
capital investment into 
energy generation 
projects not exceed 50% 
of the total investment 
required to fully complete 
those projects.” 
 

Page 136, Chapter 5 SSLA  11 
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Financing 
Alaska Energy Pathway: AEA July 2010 

“The largest identified challenge is how to 
finance projects that have been identified as 
economic. There is a financial gap between 
the projected capital expenditures and the 
debt capacity of the Railbelt utilities. This gap 
is apparent in Figure 1, excerpted from the 
Railbelt IRP document. The debt capacity 
curve indicates a low capacity of $1 billion 
and a high capacity of $2.5 billion. These debt 
capacities leave a Financing Gap from $4.5 
billion to $6.5 billion for the Railbelt electric 
infrastructure alone. 

 

There are three options to close the financial 
gap: 

1. Reduce capital expenditures by reducing 
the number and size of projects. 

2. Increase debt capacity by building a 
healthy economic base, obtaining 
favorable financing terms such as loan 
guarantees, low interest rates or grant 
assistance. 

3. Obtain grant funding from state, federal 
or other outside sources.” 

 

Source: http://www.akenergyauthority.org/alaska-energy-plan.html 
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Financing: continued 
Southeast Integrated Resource Plan: Appendix B AEA July 2010 

Source: Southeast Integrated Resource Plan; Appendix B: http://www.akenergyauthority.org/SEIRP/12-23-
2011_Vol3_SoutheastAlaskaIRP.pdf 

Selected Inputs into the model: 

 Project Cost: $250,000,000 

 Long Term Debt: $306,890,758 

 Interest Rate: 5.5% 

 Generation: 25 MW 

 Capacity Factor: 65% 

 Project Life: 50 years 

 

 

Debt Service Operation Year 1 

Interest Accrual in Operation Year $16,822,278 

Principal Payments in Operation Year $4,181,330 

Total Principal & Interest Payments $21,003,614 

Debt Service as % of Revenue 78.1% 
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Summary: Financing 

 The legislature has expressed the intent that state funding for 
generation projects not exceed 50% of the total investment 
required for the projects; necessitating financing. 

 
 AK Energy Pathway: “The largest identified challenge is how to 

finance projects that have been identified as economic.” 
 
 Financing costs represent a significant portion of the revenues 

of any energy project. 
 

 Takeaway: financing is an important part of project development 
and a challenge in Alaska. 
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Senate Bill 25: A.S.S.E.T.S 
Alaska’s Sustainable Strategy for Energy Transmission and Supply 

1. Sections 

1. Makes conforming changes to AIDEA’s mission by including energy in the legislative 
findings of AIDEA’s enabling statutes AS 44.88.010(a) [section 2]. 

2. Creates a new Sustainable Energy Transmission and Supply (SETS) development program 
and fund within the Alaska Industrial Development and Export Authority (AIDEA) 
[sections 12 & 13] 

3. Sets the interest rates for loans/investments from the fund [sections 6-10] 

4. Allows for an incentive interest rate for “renewable energy development” in addition to 
the existing rural and economic development criteria [section 11]. 

5. Makes changes to AIDEA’s loan participation program AS 44.88.155(d) [section 4]. 
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SB 25: Powers and Limitations of 
SETS 

1. Section 10 a new Sustainable Energy Transmission and Supply (SETS) development 
program and fund within the Alaska Industrial Development and Export Authority 
(AIDEA). Some of the powers granted to AIDEA are to use the SETS fund to:  

1. To finance qualified projects, insure project obligations, guarantee loans or bonds and 
establish reserves.; and 

2. Defer principal payments or capitalize interest on project financing; and 

3. Enter into project financing agreements; and 

4. Finance projects up to a term of 30 years or 50 years for a hydroelectric or transmission 
project; but 

5. AIDEA must obtain legislative approval if it finances: 

1. More than one-third of the capital cost of an energy project; or 

2. Guarantees a loan that exceeds $20 million. 
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Why AIDEA? 
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AIDEA’s obligations are not 
obligations of the State. 

Sec. 44.88.120. Nonliability on bonds. 

 (a) Neither the members of the authority nor a person executing the bonds are liable 
personally on the bonds or are subject to personal liability or accountability by reason of the 
issuance of the bonds. 

 (b) The bonds issued by the authority do not constitute an indebtedness or other liability of 
the state or of a political subdivision of the state, except the authority, but shall be payable 
solely from the income and receipts or other funds or property of the authority. The authority 
may not pledge the faith or credit of the state or of a political subdivision of the state, except 
the authority, to the payment of a bond and the issuance of a bond by the authority does not 
directly or indirectly or contingently obligate the state or a political subdivision of the state to 
apply money from, or levy or pledge any form of taxation whatever to the payment of the 
bond. 
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AIDEA pays a dividend. 

Since inception, AIDEA has paid $324,500,000 in 
dividends to the state of Alaska and has net assets of 
nearly $1 billion. AIDEA was capitalized with the 
transfer of $384,500,000 in general funds and loans 
beginning in 1981. 

Source: AIDEA Annual Report 2011 
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AIDEA has a strong credit rating. 

The most recent ratings report for AIDEA (Standard and Poor’s, December 13, 2010) reaffirmed 
AIDEA’s “AA-” rating due to: 

 

1. “A pledged portfolio of private activity economic development loans; 

2. A currently low loan delinquency rate; 

3. Projected cash flows and debt service coverage that meet Standard and Poor’s requirements 
for the ‘AA’ category for state revolving fund programs; 

4. Strong legal covenants, including an additional bonds test requiring either in excess of 1.50x 
annual debt service, or the maintenance of unrestricted surplus equal to $200 million or 
principal outstanding and never less than $100 million; and 

5. Covenants to maintain what we view as good liquidity in the authority’s unrestricted cash 
equivalents balance.” 
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AIDEA has a developed process for evaluating and 
initiating financing decisions. 
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How SETS will work within AIDEA 

AIDEA 
SETS 

2 

3 

4
 1 

5 

6 

Step 1: the state of Alaska 
establishes SETS and capitalizes 
the fund. 

Step 2: AIDEA uses SETS to 
finance an energy project. 

Step 3: the energy project repays 
the loan/investment from AIDEA. 

Step 4: AIDEA 
pays dividends 
to the state. 

Step 5 & 6: AIDEA can 
access the financial 
markets to make 
more credit available 
through SETS. 
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Summary 

1. Senate Bill 25 creates a sustainable strategy for energy transmission and supply by 
putting some of Alaska’s financial assets to work within the state in order to fund 
energy projects. 

2. The strategy is sustainable because each investment is an asset that will generate 
revenues for AIDEA and the state and earnings that can be reinvested in future 
projects. 

3. Senate Bill 25 is not the answer to Alaska’s energy challenges. The high costs, vast 
distances and small populations will often require direct state participation in 
energy projects for generations to come. 

4. However, Senate Bill 25 does provide a tool that will help facilitate the 
development of energy projects in Alaska and is complimentary to the work the 
legislature and the Governor have done to date to address the energy needs of 
Alaska. 
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Questions? 
Contact: Senator Lesil McGuire 

907-465-2995 

Senator_Lesil_McGuire@Legis.state.ak.us 
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