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Original sponsors: Coghill and Faiks

1 IN THE SENATE BY THE RU LE S COMMITTEE

2 CS FOR SENATE BILL NO. 206 (Rules)

3 IN TH E LEGISLAT UR E OF T H E  STATE OF ALA SK A

4 F I F T E E N T H  LEGISLATURE - FIRST SESSION

5 A  BI L L

6 For an Act entitled: "A n Act relating to the Alaska Power Authority; and

7 pr o v i d i n g  for an effective date."

8 BE IT ENACTED BY THE  L EG I S L A T U R E  OF THE STATE OF ALASKA:

9 * Section 1. AS 44.83.092 is amended by adding a new subsec ti on  to

10 read:

11 (b) A contract that the authority enters into u nd er  (a) of this

12 section relating to the sale of electric power from a p o w e r  project to

13 be acquired or con st ru ct ed under AS 44.83.380 - 4 4.83.425 (energy

14 program for Alaska) may create a project management committee. The

15 committee shall consist of representatives of the contracting parties

16 as specified in the contract. The contract shall determine the powers

17 of the committee w i t h  respect to the p ower project. The powers may

18 include r esponsibility for the management, operation, an d ma in tenance

19 of the project. To the extent p ro vi de d in the contract, the committee

20 has separate legal existence and other powers necessary to its pur-

21 poses.

22 *  Sec. 2. AS 44. 83. 10 5 is amended to read:

23 Sec. 44.83.105. BONDS FOR P O WE R PROJECTS UNDER TH E ENERGY PRO-

24 GRAM FOR ALASKA. The authority m a y  borrow money and issue its bonds

25 for the acquisit io n or construction of p ow er  projects to be ac quired

26 or constructed u nde r the energy p ro gr am  for Alaska. The principal of

27 and interest o n  the bonds are payable from money deriv ed  from the sale

28 of wholesale power from power projects financed under AS  44. 83 .3 80  -

29 44.83.425 as part of the energy p r ogr am  for Alaska [FROM THE P O W E R
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D E V E L O P M E N T  FUND] or from  a source r e f e r r e d  to in AS 4 4 . 8 3 . 1 0 0  as the 

a u t h o r i t y  determines. The bonds m a y  be i s s u e d  if

(1) mo ney  a v a i l a b l e  f ro m  a p p r o p r i a t i o n s  to the p o w e r  p r o j - 

ect r e v o l v i n g  fund for the en e r g y  p r o g r a m  for A la s k a  [D EV ELOPMENT 

FUND] for the p ow er  pr o j e c t  is [ARE] i n s u f f i c i e n t  to cover the cost of 

a c q u i r i n g  or c o n s t r u c t i n g  the p o w e r  p ro ject; and

(2) the a u t h o r i t y  det er m i n e s  that the amount of interest 

the a u t h o r i t y  will p ay  o n  its b o nd s is no t m o r e  t han a l t e r n a t i v e  costs 

of se cu r i n g  money from o t h e r  sources, e xc e p t  for the g e n er al  fund, to 

pay for the acq u i s i t i o n  or c o n s t r u c t i o n  of the p ow er project.

* Sec. 3. AS 44. 83. 16 2( a)  is a m e nde d to read:

(a) The p o w e r  cost e q u a l i z a t i o n  p r o g r a m  [FUND] is e s t a b l i s h e d  

[AS A  SE PA RA TE FUND] for the p u r p o s e  of e q u a l i z i n g  p o w e r  cost pe r 

ki l o w a t t - h o u r  st atewide at a cost close or  equal to the m e a n  of the 

cost p e r  k i l o w a t t - h o u r  in A n cho ra ge , F air b a n k s ,  and Jun e a u  [BY PA YIN G 

M O N E Y  F R O M  THE F UN D  T O  E L I G I B L E  E L E C T R I C  U T I L I T I E S  IN T H E  STATE]. The 

p r o g r a m  [FUND] shall be a d m i n i s t e r e d  by the a u t h or ity  [AS A  FU N D  

D I S T I N C T  FROM THE O T H E R  FUNDS OF THE A UTH O R I T Y .  THE F U N D  IS C O M P O S E D  

OF M O N E Y  A P P R O P R I A T E D  F OR  THE P U R P O S E  O F  P R O V I D I N G  P O W E R  CO S T  E Q U A L I­

ZATION TO ELIGIBLE E L E C T R I C  U T I L I T I E S ] .

* Sec. 4. AS 4 4 .8 3. 17 0( a) is a m e n d e d  to read:

(a) There is e s t a b l i s h e d  as a s e p a r a t e  fund the p o w e r  p r o je ct  

r e v o l v i n g  fund w h i c h  shall be dis ti nc t fr o m  any ot her  m o n e y  or funds 

of the authority, an d w h i c h  i nc ludes [ONLY] m o n e y  a p p r o p r i a t e d  by the 

l e g i s l a t u r e  and the p o r t i o n  of loan r e p a y m e n t s  from loans ma d e  f rom 

the fund that is a t t r i b u t a b l e  to p r i n c i p a l .

* Sec. 5. AS 44 .8 3 . 1 7 0 ( b )  is a m e n d e d  to read:

(b) The a u t h or ity  m a y  m a k e  loans f ro m  the p o w e r  p r o j e c t  r e v o l v­

ing fund from money a v a i l a b l e  by a p p r o p r i a t i o n  or from the repay me nt
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(1) to ele c t r i c  utilities, r e g i o n a l  el ectric authorities, 

m u ni ci pa li tie s,  cities, boroughs, r eg i o n a l  and v i ll ag e corporations, 

v i l l a g e  councils, s chool districts, r e g i o n a l  educational attendance 

a r e a s , and nonprofit mark et ing  c o o p e r a t i v e s  to pay the costs of

(A) reconna is san ce  studies, feasibility studies, 

license and permit applications, p r e c o n s t r u c t i o n  engineering, and 

d e s i g n  of p o w e r  projects;

(B) constructing, equip pi ng , modifying, improving, and 

expa nd ing  [SMALL-SCALE] p o w e r  p r o d u c t i o n  facilities, con se rv at ion  

facilities, b u l k  fuel storage facilities, and tr an smission and 

d i s t r i b u t i o n  facilities, i n c l u d i n g  energy production, t r a n s­

mi s s i o n  and distribution, an d w a s t e  energy c on se r v a t i o n  f a c i l i­

ties which d epe n d  on fossil fuel, w i n d  power, tidal, geothermal, 

biomass, hydroelectric, s o la r or o t h e r  non nu c l e a r  [NON-NUCLEAR] 

energy sources; [AND]

(C) reconnais sa nc e studies, pre co n s t r u c t i o n  e n g i n e e r­

ing, design, construction, e qui pp in g,  modification, and exp an si on  

of potable w a t e r  supply i n c l u d i n g  surface storage and g ro undwater 

sources and t ra ns mission of w a t e r  f rom surface storage to e x i s t­

ing d i s t r i b u t i o n  systems;

(D) acquisitions of b u l k  fuel or p ro v e n  reserves of 

R a s , oil, coal, geothermal, or o t h e r  energy resources; and

(E) consumer e n d - u s e  improvements to reduce d e m a n d  for

energy;

(2) to a borrower for  a p o w e r  project if

(A) the loan is e n t e r e d  into u n d e r  a leveraged lease 

financing arrangement;

(B) the p arty w h i c h  w i l l  be re sp ons ib le  for the p o w e r

of p r i nc ip al
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project is an electric utility, regional electric authority, 

municipality, city, borough, regional or village corporation, 

village council, school districts, regional educational a t t e n­

dance areas, or nonprofit marketing cooperative; and

(C) the borrower seeking the loan demonstrates to the 

authority that the financing arrangement for the power project 

will reduce project financing costs below costs of comparable 

public power projects^

(3) to fund a project or activity under this chapt er .

* Sec. 6. AS 44.83.170(g) is repealed and reenacted to read:

(g) The authority shall deposit in the power project revolving

fund the principal and interest portions of loan repayments and any 

earnings on the balance in the fund. The authority may make new loans 

to be financed from ths principal portions of loan repayments. The

authority may not encumber or spend the interest portions of loan

repayments or earnings on the balance in the fund except as authorized 

by legislative appropriation or as specifically provided in this

chapter.

* Sec. 7. AS 44.83.170 is amended by adding n e w  subsections to read:

(i) The Railbelt advisory committee, composed of one member from 

each electric utility in the Railbelt, is established. The authority 

may not make a loan under this section for an energy-related project 

that is located in the Railbelt until the Railbelt advisory committee 

has had an opportunity to review the loan application. The authority 

shall consider the written comments and recommendations of the c o m m i t­

tee before acting on the loan application.

(j) The authority shall submit an annual report to the l e g is la­

ture by the 10th day of the legislative session. The report shall 

make recommendations concerning the allocation of funds in the power

CSSB 206(Rls) -4- SB0206d
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project rev o l v i n g  fund. The first priority for use of the u n r e­

stricted funds shall be to fully fund the p o w e r  cost equal iza ti on

program u n d e r  AS 44.83.162.

(k) T h e  authority may make  loans from the p o w e r  project r e­

volving  f und to the authority to pay the cost of feasib il it y studies,

design, an d con struction of trans mi ss io n projects. The authority 

shall repay the principal amount of loans made u n d e r  this s ubsection 

to the fund from revenue identified at the time that the loan is made. 

The authority may not charge interest on a loan u nd er  this subsection.

*  Sec. 8. AS 44.83 is amended by adding a n e w  sect io n to read:

Sec. 44.83.172. POWER P R OJ EC T BONDS. (a) The authority may 

borrow m o n e y  and issue bonds to make or refinance loans from the p o w e r  

project rev olv in g fund for a revenue pro duc in g program, activity, or 

project a ut ho ri ze d un de r the p o w e r  project re volving fund. However, 

the authority may not issue bonds to make or refinance a loan enter ed 

into u n der  a leveraged lease financing arrangement.

(b) Loans mad e or refina nc ed with the proceeds of bonds a u t h o r i­

zed by this section for projects under AS 44.83.170(b) are subject to 

AS 44.83.170(a) - (e).

(c) W i t h  respect to loans made or refin an ce d w i t h  the proceeds 

of bonds, the authority may pledge the pr incipal and interest received 

from the loan repayments and the interest earned on those amounts in 

the p ower project revolving fund for bonds issued u n d e r  this section.

(d) The authority may no t i f y  the he a d  of a department or agency 

of the state in w ri ti ng  that a borrower is in default on the repayment 

of p rincipal or interest on loans made or refinanced w i t h  the p ro ceeds 

of bonds issued u nd er  this section. N ot wi t h s t a n d i n g  any o th er  p r o­

vision of law, to the extent that a department or agency of the state 

is the c u s to di an  of money payab le to the borrower, the d epartment or

SB0206d -5- CSSB 206(Rls)
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1 agency s hall w i t h h o l d  payment o f  th e m o n e y  f r o m  the  b o r r o w e r  a n d  pay

2 over the m o n e y  to  the aut hor it y to p a y  p r i n c i p a l  a n d  int er es t o n  b o n d s

3 of the a u t h o r i t y  iss ue d u nd er this  section.

4 * Sec. 9. AS  4 4 . 8 3 . 1 8 7 ( d )  is a m e n d e d  to read:

5 (d) The p r o v i s i o n s  of AS  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 5  do n o t  a pp ly  to

6 (1) a n  addition, m o d i f i c a t i o n ,  repair, r e c o n s t r u c t i o n ,

7 design, a c q u i s i t i o n  or c o n s t r u c t i o n  for the p u r p o s e  of c o m p l e t i n g  a

8 project;

9 (2) the  c o n s t r u c t i o n  o f  an e l e c t r i c a l  t r a n s m i s s i o n  or  dis-

10 t ribution f ac il it y [THAT IS E S T I M A T E D  T O  C O S T  L E S S  T H A N  $ 3 , 00 0, 000 ].

11 * Sec. 10. AS 4 4 . 8 3 . 3 6 1 ( a )  is a m e n d e d  to read:

12 (a) The rural e l e c t r i f i c a t i o n  p r o g r a m  [RE VO L V I N G  L O A N  FUND] is

13 est abl is he d in the A l a s k a  P owe r Author it y.  [THE F U N D  C O N S I S T S  OF

14 (1) A P P R O P R I A T I O N S  M A D E  TO T H E  FUND; A N D

15 (2) P R I N C I P A L  P AY M E N T S  ON L O A N S  M A D E  U N D E R  T H I S  SECT IO N. ]

16 * Sec. 11. AS 4 4 . 8 3 . 3 6 1 ( b )  is a m e n d e d  to read:

17 (b) The a u t h o r i t y  may m a k e  loans fro m the p o w e r  p r oj ec t revolv-

18 inR fund u n d e r  A S  44 . 8 3 . 1 7 0  for the r ur al  e l e c t r i f i c a t i o n  p r o g r a m

19 [REVOLVING L O A N  FUND] to e le ct ric  u t i l i t i e s  c e r t i f i e d  by the A l a s k a

20 Public U t i l i t i e s  Commission. A  l oan u n d e r  the p r o g r a m  [FROM T H E  FUND]

21 may be m a d e  o nl y  for the p u r p o s e  of e x t e n d i n g  n e w  e l e c t r i c  s e rv ice

22 into a n  area of the state that a n  e l e c t r i c  u t i l i t y  ma y serve u n d e r  a

23 c ertificate of p u b l i c  c on v e n i e n c e  and n e c e s s i t y  iss u e d  by  the A l a s k a

24 Public U t i l i t i e s  Commission. A  lo a n  m a y  be m a d e  u n d e r  the p r o g r a m

25 [FROM T H E  FUND] to an el ectric u t i l i t y  if the u t i l i t y  invest s the

26 money n e c e s s a r y  to p r o v i d e  one pole, one sp a n  of line, one trans-

27 former, and one s e r vi ce  dro p f o r  e a c h  c o n s u m e r  for w h o m  i m m e d i a t e

28 service w o u l d  be  p r o v i d e d  by the  e x t e n s i o n  of e l e c t r i c  service.

29 A ppl ications for loans to e x t e n d  s e r vi ce  a l o n g  s t a t e  r oads or h i g h w a y s

C S S B  2 0 6 (Rls) -6 - S B 0 2 0 6 d
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1 shall be R i v e n  priority for up to one-half of the funds available for

2 loans u n d e r  this section. However, a loan may not be made [FROM THE

3 FUND] unless

4  (1) the loan is reco mm en de d by a loan advisory committee

5 app oin te d u n d e r  AS 44.83.363; and

6 (2) the extension of el ec tri c service would provide immedi-

7 ate service to at least three consumers.

8 * Sec. 12. AS 44.83.361(c) is a me nde d to read:

9 (c) A  loan u n de r [FROM] the rural e lectrification p r o g r a m  [RE-

10 VOLVI NG  L O A N  FUND] shall bea r an annual rate of interest of two p e r­

il cent of the un p a i d  balance of the loan. Loan repayments and interest

12 [INTEREST] rec ei ve d on a loan made u n d e r  this section shall be de-

13 posited [MUST BE TRANSFERRED M O N T H L Y  TO THE C O M MI SSI ON ER  OF REVENUE

14 FOR DEPOSIT] in the power project revolvinR [GENERAL] fund under

15 AS 4 4 . 8 3 . 1 7 0 ( r ). The authority m ay  forRive the unpaid balance remain-

16 inR on a loan made under this sect io n after 20 y e a r s .

17 * Sec. 13. AS 44.83.361(e) is a m e nde d to read:

18 (e) The authority shall

19 (1) adopt regulations ne cessary to carry out the provisions

20 of this section;

21 (2) administer the rural el ect ri fication program [REVOLVING

22 LOAN FUND]; and

23 (3) submit to the l egislature w ith i n  the first 10 days of

24 each r e gul ar  legislative session a report of actions taken by the

25 authority u nd er  this section and an accounting of the rural electri-

26 fication p r o g r a m  [REVOLVING LOAN F U N D ] .

27 * Sec. 14. A S  44.83.363 is amended to read:

28 Sec. 44.83.363. L OAN A D V I S O R Y  COMMITTEE. W he n  an a ppl ication

29 for a rural el ectrification loan is submitted to the au thority under

SB0206d -7- CSSB 2 0 6 (Rls)
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AS 44.83.361, the authority shall appoint a local advisory committee 

from persons residing in the area that the applicant utility is certi­

fied to serve. The loan advisory committee shall consider the loan 

application, and shall recommend wheth er  the loan application is to be 

approved or disapproved. A  favorable re commendation from the loan 

advisory committee shall be based on a determi na ti on  that development 

in the area of the proposed extension of electric service is likely to

provide for full repayment of the loan under AS 44.83.361(d) within 20

[10] years. In making that determination the committee shall consider

(1) permanence of the premises to be served by the e x te n­

sion;

(2) land use patterns in the area;

(3) access for the line that would be installed with loan

p r o c e e d s ;

(4) availability of other utility service in the area; and

(5) the financial [ECONOMIC] feasibility of the extension 

of electric service w i t h  the proceeds of the loan.

*  Sec. 15. AS 44.83.380(b) is amended to read:

(b) The energy progr am for Alaska is a p r og ra m by which the 

authority may acquire or construct power projects with money ap propri­

ated by the legislature to the power project revolving fund under 

AS 44.83.170 for power development [FUND ESTABL IS HE D IN AS 44.83.382]. 

A power project may be acquired or constructed as part of the energy 

pr o gr am  for Alaska only if the project is submitted to and approved by 

the legislature in accordance w i t h  procedures set out in AS 44.83.- 

177 - 44.83.187.

* Sec. 16. AS 44.83.384 is amended to read:

Sec. 44.83.384. U S E  OF FUND FOR ENERGY P RO GR AM  [BALANCE]. (a)

The authority may use money in the p ower project revolving fund under

CSSB 2 0 6 (Rls) -8 - SB0206d
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the energy p r o R r a m  for A l a s k a  [FUND M AY  BE U S E D  BY THE A U T H O R I T Y  TO 

P R O V I D E  MONEY] for

(1) re connaissance and feasibility studies a n d  p o w e r  p r o j­

ect finance plans prepa red  under AS 44 .83.177 - 44.83.181;

(2) the cost of a power project, including but not limited 

to costs of ac quiring necessary licenses, prep ar in g e n g i n e e r i n g  d e­

signs, obtaining land, and constructing the p o we r project;

(3) the de feasance of bonds, or the payment of debt service 

on  loans for or on an issue of bonds sold in conne ct io n w i t h  a power 

project;

(4) the cost of operating and ma i n t a i n i n g  p o w e r  projects;

and

(5) debt service on power projects.

(b) In addition to the purposes a u th ori ze d by (a) of this s e c­

tio n, the a ut hority ma y use money in the fund [MAY BE U S E D  U ND ER (a) 

OF THIS SECTION ONLY] for a power project u n d e r  the e n e r g y  p r ogr am  for 

A l aska if the project [THAT]

(1) is economically feasible; and

(2) provides the lowest reasonable power cost to utilit y 

customers in the market area for the est im at ed life of the p o w e r  

project, w h e t h e r  operated by itself or in conjunction w i t h  other p ower 

projects in the market area, and [THAT] operates or w i l l  operate on 

one or more  of the following:

(A) renewable energy resources, i n c l u d i n g  but not 

limited to hy dr oelectric power, wind, biomass, g eothermal, tidal 

or solar energy, or a method that uses tempera tu re  differentials 

or o ther physical properties of the ocean;

(B) coal or peat;

(C) energy derived from w as te  heat; or

SB0206d -9- C S S B  2 0 6 (Rls)
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(D) fossil fuel, i n c l u d i n g  oil o r  natural gas.

(c) N o t w i t h s t a n d i n g  (b)(1) of this s e c t i o n  and AS  4 4 . 8 3 . 3 9 6  -

44 . 8 3 . 3 9 8 ,  the f u n d  m a y  be u s e d  b y  the a u t h o r i t y  to p r ovi de  m o n e y  for 

the cost of a p o w e r  p r o j e c t  u n d e r  the e n e r g y  p r o g r a m  for A l a s k a  that 

is or  w a s  e i t h e r  c o n s t r u c t e d  o r  o w n e d  by the U n i t e d  States g o v e r n m e n t  

if the r e q u i r e m e n t s  of this s u b s e c t i o n  are met. The p r o v i s i o n s  of 

AS  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 7  do not a pply to a p o w e r  proje ct f i n a n c e d  

u n d e r  t h i s  subsect io n. T h e  a u t h o r i t y  m a y  use  m o n e y  in the fu n d  for 

the cost of a p o w e r  p r o je ct u n d e r  this s u b s e c t i o n  if

(1) the le gi sl at ure  enacts a law a p p r o v i n g  the project;

(2) the offi ce  of m a n a g e m e n t  an d b u d g e t  in the O f f i c e  of 

the G o v e r n o r  re v i e w s  a f e a s i b i l i t y  study and a p l a n  of finan ce  for the 

p r oje ct  and d e t e r m i n e s  that the f e a s ib il ity  s t u d y  complies w i t h  the 

r e q u i r e m e n t s  fo r a fe a s i b i l i t y  study s u b m i t t e d  u n d e r  AS 4 4 . 8 3 . 1 8 1 ( b )  

and that the p l a n  of finance com pl i e s  w i t h  t he re qu irements for a p l a n  

of f i na nc e s u b m i t t e d  u n d e r  AS  44 .8 3 . 1 8 1 ( c ) ;  a n d

(3) the p r oj ec t m e e t s  the o t h e r  r e q u i r e m e n t s  of this c h a p­

ter.

* Sec. 17. A S  4 4 . 8 3 . 3 9 8 ( c )  is a m e n d e d  to read:

(c) Th e a u t h o r i t y  shall d e p o s i t  [T R A N S M I T  AL L THE] m o n e y  that it

r e c e i v e s  u n d e r  (a) of this s e c t i o n  [TO T H E  C O m i S S I O N E R  OF  R E V E N U E  FOR 

D E P O S I T ]  in the p o w e r  p r oj ec t r e v o l v i n g  [STATE GENERAL] fun d except 

for m o n e y  it h a s  p l e d g e d  or o t h e r w i s e  c o v e n a n t e d  to secure bonds.

* Sec. 18. AS  4 4 . 8 3 . 4 2 5 ( 3 )  is a m e n d e d  to read:

(3) "fund" m e a n s  t he  p o w e r  p r o j e c t  r e v ol vi ng [DEVELOPMENT) 

fund e s t a b l i s h e d  by AS 4 4 . 8 3 . 1 7 0  [AS 4 4 . 8 3 . 3 8 2 ] ;

* Sec. 19. A  l o a n  m a d e  u n d e r  A S  4 4 . 8 3 . 1 7 0 ( k ) , a d d e d  by sec. 7 of this 

Act, b e f o r e  J a n u a r y  1, 1989, to the a u t h o r i t y  f or  the F a i r b a n k s - K e n a i  

P e n i n s u l a  In te r t i e  s ha ll be r e p a i d  from r e v e n u e  from the B r a d l e y  Lake
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1 h y dr oe lec tr ic  project after the revenu e bonds for that project are retired.

2 * Sec. 20. To be consistent w i t h  the change made by sec. 4 of this Act,

3 wh er e v e r  in the Alaska Statutes and in regulations adopted under those

4 statutes " p o w e r  project fund" is used, it shall be read as referring to the

5 p ow er  projec t revolving fund. U n d e r  AS 01.05.031 the revisor of statutes

6 shall implement this sect io n in the statutes, and, u nd er  AS 44.62.125(b)-

7 (6), the regulations attorney shall implement this section in the adminis-

8 trative regulations.

9 * Sec. 21. AS 37.05.153; AS 44.25.020(5); AS 44.33.600, 44.33.610,

10 44.33.620(a), 44.33.620(d); AS 4 4 . 8 3 . 1 6 2 (o) (6), 44.83.382, 44.83.386, and

11 44.83.388(b) are repealed.

12 * Sec. 22. Obligations, encumbrances, and expenditures incurred against

13 funds a m e n d e d  or repealed by this Act are considered obligations, encum-

14 brances, a n d  expenditures of the p ower project revolving fund (AS 44.83.-

15 170).

16 * Sec. 23. Sections 2 - 6 ,  and 10 - 22 of this Act take effect July 1,

17 1987, if a n  Act transferring appropriations for energy programs to the

18 power p r oj ec t revolving fund and making appropriations to the power project

19 revolving fund is enacted on or before July 1, 1987.

20 * Sec. 24. Sections 1 and 7 - 9 of this Act take effect immediately

21 under AS 01.10.070(c).
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