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Referred: Commerce and
Finance

Introduced: 2/18/75

D! T H E  S ENATE  BY ZIEGLER AND M E L A N D

SENATE BILL HO. 185 

IN THE L E G I S L A T U R E  OP THE STATE OF ALASKA 

N I N T H  L E G I S L A T U R E  - F I R S T  SESSION 

A BILL

7or an Act entitled: "An Act relating  to creation of a water resourc es

re v o l v i n g  loan fund; and p r o v i d i n g  for an effective 

date. *!

fi Section 1. AS 26 is amended b y  a dding a new chapt er to read:

CHAPTER 70. WATE R RESOURCES R E V O L V I N G  LOAN FUND.

Sec. 26.70.010. FU ND ESTABLISHED. There is established as a

separate fund the w a t e r  r e s o ur ces revolving loan fund. Loans from this 

fund are to be used to develop and conserve in the public interest the 

w a t e r  resources o f  Alaska, u sing state revenues from m i n e r a l  development.

Sec. 26.70.020. FUND UTILIZATION, (a) Loans from this fund shall

be u t i l i z e d  for capital improvement projects for hydroelectri c generation 

and water supply. Loans shall be made to eligible b orrowers for new 

projects, and for r e h a b i l i t a t i o n  and expansion of existing hydroelectric 

and w a t e r  supply proj ects if the r e h a bilitat ion and expansion falls under 

the d e f i n i t i o n  o f  a capital improvement project.

(b) Loans shall be made a vailable for design and c o n structi on of 

d evelopment  of p o tab le water supply sources including surface storage 

and g r oundwater sources, and development of h y d r oelectric  g ener a t i n g  

facilities including  transmission of power to the load center.

(c) Loans shall be repaid to the fund by the utility from revenue

derived from sales o f  electric power or water.

S e c .  26.70.030. LOAN FUND SOURCE AND LEVEL, (a) Not less t h a n  15 

per cent of the receipts paid the state from m i n e r a l  lease b o n u s e s , 

rentals and roy alties derived from m i n e r a l  production, shall be de-

C O M M I T T E E  C O P Y  - 1 - • s b  i s 5
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p o s i t e d  i n  t h e  f u n d  a n n u a l l y  u n t i l  t h e  u n e n c u m b e r e d  b a la n c e  i n  t h e  f u n d  

e q u a l s  $ 2 5 0 ,0 0 0 ,0 0 0 .  T h e r e a f t e r  t h e  u n e n c u m b e r e d  b a la n c e  s h a l l  b e  m a in ­

t a i n e d  a t  $ 2 5 0 / 1 0 0 ,0 0 0  b y  a d j u s t i n g  t h e  s t a t e ’s c o n t r i b u t i o n  a s  n e e d e d .

S e c . 2 6 .7 0 .0 * 1 0 .  A D M IN IS T R A T IO N  OP LO ANS . ( a )  A d m i n i s t r a t i o n  o f  

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

m e n t  o f  C om m erce  w h ic h  I s  e m p o w e re d  t o  a d o p t  p r o c e d u r e s  a n d  p r o m u lg a t e  

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

( b )  T h e  d e p a r t m e n t  s h a l l  f o r w a r d  a l l  l o a n  a p p l i c a t i o n s  i t  r e c o m ­

m e n t s  f o r  a p p r o v a l  t o  t h e  W a t e r  R e s o u r c e s  R e v o l v i n g  L o a n  F u n d  C o m m it t e e  

w h ic h  i s  m ade  u p  o f  t h e  c o m m is s io n e r  o f  c o m m u n it y  a n d  r e g i o n a l  a f f a i r s ,  

t h e  c o m m is s io n e r  o f  c o r jn e r e e ,  t h e  c o m m is s io n e r  o f  a d m i n i s t r a t i o n  a n d  t h e  

c o m m is s io n e r  o f  r e v e n u e .

( c )  P r i o r i t y  o f  l o a n s  s h a l l  b e  e s t a b l i s h e d  b y  t h e  d e p a r t m e n t  a n d  

s h a l l  b e  s u b j e c t  t o  r e v ie w  b y ,  a n d  a p p e a l  t o ,  t h e  W a t e r  R e s o u r c e s  

R e v o l v i n g  L o a n  F u n d  C o m m it t e e .

S e c . 2 6 . 7 0 . 0 5 0 .  E L IG IB IL IT Y  POP PROJECT LO ANS . A p u b l i c  u t i l i t y  i s  

a n  e l i g i b l e  b o r r o w e r  f o r  a  p r o j e c t  l o a n  u n d e r  t h i s  c h a p t e r  i f

(1) it i s  a  p u b l i c  u t i l i t y  a r, d e f i n e d  i n  AS *12.05.7 0 1  ( 2 ) ( A ) ,

a n d  ( C ) :

( 2 )  i t  h a s  b e e n  a n  o p e r a t i n g  u t i l i t y  i n  t h e  s t a t e  f o r  a t  

l e a s t  cwo y e a r s  o r  i s  a n  e n t i t y  f o rm e d  b y  o n e  o r  m o re  u t i l i t i e s  f o r  t h e  

p u r p o s e  o f  c o n s t r u c t i o n  a n d  o p e r a t i o n  o f  t h e  p r o p o s e d  p r o j e c t ,  e a c h  c f  

w h ic h  u t i l i t y  h a s  o p e r a t e d  i n  t h e  s t a t e  f o r  a t  l e a s t  tv/o y e a r s ;

( 3 )  T h e  u t i l i t y  c a n  d e m o n s t r a t e  i n  i t s  l o a n  a p p l i c a t i o n  t h a t  

t h e  p r o j e c t  i s  t e c h n i c a l l y  f e a s i b l e  a n d  t a k i n g  I n t o  a c c o u n t  t h e  lo w  

I n t e r e s t  o n  l o a n s  u n d e r  t h i s  c h a p t e r  I s  t h e  m o s t  e c o n o m ic a l  m e a n s  o f  

f u r n i s h i n g  t h e  p r o p o s e d  s e r v i c e .

S e c . 2 6 . 7 0 . 0 6 0 .  C O N D IT IO N S  A P P L IC A B LE  TO PROJECT LO ANS . ( a )  T h e  

t e r m  o f  a  l o a n  m ay  n o t  e x c e e d  50  y e a r s  a n d  t h e  I n t e r e s t  r a t e  s h a l l  b e



t h r e e  p e r  c e n t  a  y e a r  o n  t h e  u n p a id  b a l a n c e .  T h e  r e p a y m e n t  s c h e d u le  

s h a l l  b e  c o m p u te d  i n  a  m a n n e r  s o  t h a t  a n n u a l  p a y m e n t s  o f  p r i n c i p a l  a n d  

i n t e r e s t ,  t e r m e d  d e b t  s e r v i c e ,  i s  a p p r o x im a t e l y  e q u a l  o v e r  a  p e r i o d  n o t  

t o  e x c e e d  *10 y e a r s  f r o m  b e g i n n i n g  o f  c o m m e r c ia l  o p e r a t i o n .

( b )  No l o a n  m ay  b e  m ade  u n t i l  t h e  d e p o r t m e n t  d e t e r m in e s  t h a t  t h e  

p r o j e c t  t o  b e  f i n a n c e d  b y  t h e  l o a n  i s  t e c h n i c a l l y  a n d  e c o n o m ic a l l y  

f e a s i b l e ,  a n d  t h a t  t h e  p r o j e c t  w i l l  b e  f '  ' a r . c i a l l y  s e l f - s u s t a i n i n g  a n a  

f u l l y  a m o r t i z e d  w i t h i n  t h e  t e r m  o f  t h e  l o a n  a n d  i n  a c c o r d a n c e  w i t h  o t h e r  

t e r m s  a n d  c o n d i t i o n s  o f  t h e  l o a n .  T he  f e a s i b i l i t y  s t u d y  s h a l l  b e  c o n ­

d u c t e d  b y  t h e  p u b l i c  u t i l i t y  o r  b y  c o n s u l t a n t s ,  e n g i n e e r s ,  o r  o t h e r  

t e c h n i c a l  e x p e r t s  e m p lo y e d  b y  i t  a n d  a p p r o v e d  b y  t h e  d e p a r t m e n t  i n  

a d v a n c e  o f  t h e  c o n d u c t  o f  t h e  f e a s i b i l i t y  s t u d y  a n d  o f  t h e  s u b m is s io n  o f  

a n  a p p l i c a t i o n  f o r  a  l o a n  f o r  p r o j e c t  d e s i g n  a n d  c o n s t r u c t i o n .

( c )  T h e  p u b l i c  u t i l i t y  s h a l l  c o n v e n a n t  t o  e s t a b l i s h ,  o r  i f  s u b j e c t  

t o  P u b l i c  U t i l i t i e s  C o m m is s io n  j u r i s d i c t i o n ,  s u b n i t  t o  t h e  P u b l i c  U t i l i ­

t i e s  C o m m is s io n  f o r  a p p r o v a l ,  r a t e s  a n d  c h a r g e s  f o r  e l e c t r i c  p o w e r ,  o r  

w a t e r  s u p p l y ,  w h ic h  a r e  f a i r  a n d  n o n d i s c r i n i n a t o r y , a n d  w h ic h  a r e  s u f f i ­

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

t o g e t h e r  w i t h  e x p e n s e s  o f  m a in t e n a n c e  a n d  o p e r a t i o n  o f ,  a n d  t a x e s  o n ,  i t s  

p r o p e r t y ,  i n c l u d i n g  t h e  a m o u n ts  r e q u i r e d  f o r  r e n e w a ls  a n d  r e p la c e m e n t s  

o f ,  o r  d e p r e c i a t i o n  o n ,  t h e  p r o p e r t y  I n c l u d i n g  t h e  p r o j e c t :  a n d  w h ic h ,  

a f t e r  c o m m e r c ia l  o p e r a t i o n  o f  t h e  p r o j e c t ,  m a ke  a v a i l a b l e  a n  a m o u n t  e q u a l  

t o  1 . 1  t i n e s  t h e  a m o u n t  o f  a v e r a g e  a n n u a l  d e b t  s e r v i c e  o n  t h e  p r o j e c t  

l o a n .  T h e  a m o u n t  a v a i l a b l e  f o r  d e b t  s e r v i c e  o n  t h e  p r o j e c t  l o a n  w e a n s  

g r o s s  r e v e n u e s  o f  t h e  u t i l i t y  l e s s  e x p e n s e s  o f  m a in t e n a n c e  a n d  o p e r a t i o n  

b e f o r e  d e p r e c i a t i o n .

( d )  A r e s e r v e  a c c o u n t  s h a l l  b e  c r e a t e d  i n  t h e  f u n d  f o r  e a c h  l o a n  

w h ic h  w i l l  b e  e q u a l  t o  t h e  a v e r a g e  a n n u a l  a m o u n t  r e q u i r e d  t o  p a y  t h e  d e b t  

s e r v i c e  o n  t h e  p r o j e c t  l o a n .
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( e )  T h e  r e p a y m e n t  o f  t h e  l o a n  w i l l  com m ence  n o t  l a t e r  t h a n  t h e  d a t e

o f  c o m m e r c ia l  o p e r a t i o n  o f  t h e  p r o j e c t .

( f )  T h e  a m o u n t  o f  b o r r o w in g  f r o m  t h e  f u n d  m ay n o t  b e  i n c l u d e d  i n  

d e t e r m i n i n g  a  m u n i c i p a l i t y 1 a o u t s t a n d i n g  b o n d e d  in d e b t e d n e s s ,  a s  r e l a t e d  

t o  t h e  l i m i t  im p o s e d  b y  i t s  c h a r t e r ,  o r  b y  s t a t u t o r y  r e q u i r e m e n t s .

C g ) U n le s s  o t h e r w is e  p r o v id e d  b y  t h e  W a t e r  R e s o u r c e s  R e v o l v i n g  L o a n  

F u n d  C o m m it t e e  t h e  o b l i g a t i o n  t o  r e p a y  i n t e r e s t  a n d  p r i n c i p a l  o n  p r o j e c t  

l o a n s  u n d e r  t h i s  c h a p t e r  s h a l l  o p e r a t e  a s  a  f i r s t  l i e n  o n  t h e  p r o p e r t y  

a n d  r e v e n u e  o f  t h e  u t i l i t y .

S e c . 2 6 . 7 0 , 0 7 0 .  ADVANCES. ( a )  T h e  d e p a r t m e n t  i s  a u t h o r i s e d  t o

m a ke  i n t e r e s t - f r e e ,  a d v a n c e s  o f  f u n d s  t o  p u b l i c  u t i l i t i e s  f r o m  t h e  w a t e r  

r e s o u r c e s  r e v o l v i n g  l o a n  f u n d  f o r  t h e  i n v e s t i g a t i o n ,  p l a n n i n g  a n d  d e t e r ­

m in i n g  o f  p r o j e c t  f e a s i b i l i t y ,  i n c l u d i n g  n e c e s s a r y  l o c a l ,  s t a t e  a n d

f e d e r a l  p e r m i t s  a n d  l i c e n s e s  f o r  p r o j e c t  c o n s t r u c t i o n  a n d  o p e r a t i o n .  I f

t h e  s t u d i e s  d e s c r i b e d  i n  ( c ) ( 1 )  o r  ( c ) ( 2 )  o f  t h i s  s e c t i o n  e s t a b l i s h  t h a t ,  

t h e  c o n t e m p la t e d  p r o j e c t  i s  n o t  f e a s i b l e  t h e  d e p a r t m e n t  n a y  n o t  r e q u i r e  

r e p a y m e n t  o f  t h e  a d v a n c e .

( b )  P l a n n i n g  a d v a n c e s  m ay  b e  a p p r o v e d  b y  t h e  d e p a r t m e n t  f o r  i n ­

v e s t i g a t i o n  o f  a  p r o j e c t  w h ic h  i n  i t s  ju d g m e n t  w i l l  p r o v e  f e a s i b l e  a n d  o n  

w h ic h  i t  i s  i n t e n d e d  t o  s t a r t  c o n s t r u c t i o n  w i t h i n  a  p e r i o d  o f  10  y e a r s .

( c )  T h e  d e p a r t m e n t  i s  a u t h o r i z e d  t o  a d v a n c e  p l a n n i n g  f u n d s  u n d e r

t h i s  s e c t i o n  f o r :

( 1 )  e v a l u a t i o n  s t u d i e s  o f  a  p r e l i m i n a r y  n a t u r e  t o  e s t a b l i s h  

w i t h i n  r e a s o n a b le  c e r t a i n t y  w h e t h e r  t h e  p r o j e c t  i s  t e c h n i c a l l y  a n d  e c o ­

n o m i c a l l y  f e a s i b l e :

( 2 )  f e a s i b i l i t y  s t u d i e s  t o  e s t a b l i s h  t h e  f i n a l  t e c h n i c a l ,  e c o ­

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

a l l  p e r m i t s  a n d  l i c e n s e s  t o  c o n s t r u c t  a n d  o p e r a t e  t h e  p r o j e c t .

( d )  T h e  d e p a r t m e n t  i s  a u t h o r i z e d  t o  a d v a n c e  f u n d s  f o r  c o n s t r u c t i o n



o f  r o a d s  n e c e s s a r y  t o  c o n s t r u c t  a n d  s e r v i c e  t h e  p r o j e c t .

S e e . 2 6 . 7 0 . 0 3 0 .  INVESTM ENT  OF UNENCUMBERED LOAN FU N D S . I f  t h e  

W a t e r  R e s o u r c e s  R e v o l v i n g  L o a n  F u n d  C o m m it t e e  d e t e r m in e s  t h a t  t h e r e  i s  i n  

t h e  f u n d  a  s u r p l u s  a b o v e  a n  a m o u n t  s u f f i c i e n t  t o  m e e t  c u r r e n t  d e m a n d s , 

t h e  s u r p l u s  s h a l l  b e  i n v e s t e d  i n  a c c o r d a n c e  w i t h  AS 3 7 - 3 0 .0 7 0 .  In c o m e  

r e c e i v e d  f r o m  in v e s t m e n t  o f  s u r p l u s  ?*oney s h a l l  a c c r u e  t o  t h e  f u n d .

S e c . 2 6 . 7 0 . 0 9 0 .  D E F IN IT IO N S . I n  t h i s  c h a p t e r

( 1 )  ’’c a p i t a l  im p r o v e m e n t  p r o j e c t "  o r  " p r o j e c t '  m e a n s  h y d r o ­

e l e c t r i c  p r o j e c t  o r  w a t e r  s u p p l y  p r o j e c t  f o r  im p r o v e m e n t s  r e q u i r i n g :  a  

c a p i t a l  o u t l a y ,  a s  d i s t i n c t  f r o m  a n  o u t l a y  f o r  e x p e n s e s  r e l a t e d  t o  o p e r a ­

t i o n  a n d  m a in t e n a n c e  o f  t h e  p r o j e c t ;

( 2 )  " c o m m e r c ia l  o p e r a t i o n "  m e a n s  o p e r a t i o n  o f  t h e  p r o j e c t  

a f t e r  a l l  t e s t i n g  i s  c o m p le t e ,  a n d  r e v e n u e  i s  b e i n g  p r o d u c e d :

( 3 )  " d e p a r t m e n t f' m e an s  D e p a r t m e n t  o f  C om m erce  

(*l) " e c o n o m ic  f e a s i b i l i t y "  m e an s  t h a t  t h e  p r o j e c t  h a s  a  b e n e ­

f i t - c o s t  r a t i o  w i t h  r e s p e c t  t o  t h e  m o o t e c o n o m ic  a l t e r n a t i v e  o f  a t  

l e a s t  1 : 1 :

( 5 )  " f i n a n c i a l  f e a s  i b i l i t y ' '  m e a n s  t h a t  t h e  u t i l i t y  r a t e s  w i l l

b e  a d e q u a t e  t o  e n s u r e  t h a t  i t s  p r o j e c t  l o a n  c a n  b e  r e p a i d  w i t h i n  t h e  t c r c

a n d  u n d e r  t h e  c o n d i t i o n s  s p e c i f i e d  i n  t h i s  c h a p t e r ;

( 6 )  ' l o a d  c e n t e r "  m e a n s  t h e  d e l i v e r y  p o i n t  o f  t h e  t r a n s m is s i o n  

s y s t e m  a t  t h e  t r a n s f o r m e r  -w h ich  r e d u c e s  t h e  v o l t a g e  t o  t h e  u t i l i t y  d i s ­

t r i b u t i o n  l e v e l ;

( 7 )  " t e c h n i c a l  f e a s i b i l i t y "  m e a n s  t h a t  t h e  p r o j e c t  c a n  b e  c o n  

s t r u c t e d  f r o m  a  t e c h n i c a l  p o i n t  o f  v ie w  a n d  f o r  a  r e a s o n a b le  c o s t .

* S e c . 2 .  T h is  A c t  t a k e s  e f f e c t  J u l y  1 ,  1 9 7 5  w i t h  r e s p e c t  t o  m i n e r a l  l e a s e

b o n u s e s ,  a n d  J u l y  1 ,  1 9 7 &  w i t h  r e s p e c t  t o  r e n t a l s  a n d  r o y a l t i e s  d e r i v e d  f r o m  

m in e r a l  p r o d u c t i o n .

C Q M M i l  i h e  U S P Y
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IN THE SENATE BY ZIEGLER AND MELAND

SENATE BILL NO. 185

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act e n t it le d : "An Act r e la t in g  to c reation  o f a water resources

re vo lv in g  loan fund ; and p ro v id in g  fo r an e ffe c t iv e  

da te ."

# Section 1 . AS 26 is  amended by add ing a new chapter to read :

CHAPTER 70. V/ATER RESOURCES REVOLVING LOAN FUND.

Sec. 26 .70 .010 . FUND ESTABLISHED. There is  estab lished  as a

separate fund the water resources re v o lv in g  loan fund . Loans from th is  

fund are to be used to develop and conserve in  the p ub lic  in te re s t the 

water resources o f A laska , us ing  state revenues from m inera l development.

Sec. 26 .70 .020 . FUND UTILIZATION. (a ) Loans from th is  fund s h a ll

be u t i l iz e d  fo r  c a p ita l improvement p ro jects fo r  hyd roe lec tr ic  generation 

and water supp ly . Loans s h a ll be made to e l ig ib le  borrowers fo r new 

p ro je c ts , and fo r r e h a b il it a t io n  and expansion o f e x is t in g  hyd roe lec tr ic  

and water supply pro jects i f  the r e h a b il it a t io n  and expansion f a l l s  under 

the d e f in it io n  o f a c a p it a l improvement p ro je c t .

(b) Loans s h a ll be made a v a ila b le  fo r  design and construction of 

development o f potab le  water supply sources in c lu d in g  surface storage 

and groundwater sources, arid development o f hyd roe lec tr ic  generating 

f a c i l i t i e s  In c lu d in g  transm ission o f power to the load center.

(c) Loans s h a ll be repa id  to the fund by the u t i l i t y  from revenue

derived from sales o f e le c t r ic  power or water.

Sec. 26 .70 .030 . LOAN "UND SOURCE AND LEVEL. (a ) Not less than 15 

per cent o f the rece ip ts  pa id  the state from m inera l lease bonuses, 

re n ta ls  and ro y a lt ie s  derived from m inera l p roduction , s h a ll be de-

Introduced: 2/18/75
Referred: Commerce and

Finance
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posited in  the fund annua lly  u n t i l  the unencumbered balance in  the fund 

equals $250,000,000. Thereafter the unencumbered balance s h a ll be main­

ta ined at $250 , 000 ,0 00  by a d ju s t in g  the s ta te 's  con tr ibu t ion  as needed.

Sec. 26 .70 .040 . ADMINISTRATION OF LOANS. (a) A dm in is tra tion  of 

the water resources re vo lv in g  loan fund s h a ll be performed by the Depart­

ment o f Commerce which is  empowered to adopt procedures and promulgate 

the re gu la t io n s  necessary to carry out the p rov is ions  o f th is  chapter.

(b) The department s h a ll forward a l l  loan a p p lic a t io n s  i t  recom­

ments fo r approval to the V/ater Resources Revolving Loan Fund Committee 

which is  made up o f the commissioner o f community and re g io n a l a f f a i r s ,  

the commissioner o f commerce, the commissioner o f adm in is tra t io n  and the 

commissioner o f revenue.

(c) P r io r it y  o f loans s h a ll be estab lished  by the department and 

s h a ll be subject to review by , and appeal t o , the V/ater Resources 

Revolving Loan Fund Committee.

Sec. 26 .70 .050 . ELIGIBILITY FOR PROJECT LOAMS. A p ub lic  u t i l i t y  is  

an e l ig ib le  borrov/er fo r a p ro jec t loan under th is  chapter i f

(1) i t  is  a p u b lic  u t i l i t y  as defined In  AS 4 2 . 0 5 .7 0 1 ( 2 ) (A ) ,

and (C );

( 2 ) i t  has been an operating u t i l i t y  in  the state for at 

le as t two years or is  an e n t ity  formed by one or more u t i l i t i e s  fo r the 

purpose o f construction and operation o f the proposed p ro je c t , each o f 

which u t i l i t y  has operated in  the statu fo r at le as t two years ;

(3 ) The u t i l i t y  can demonstrate in  i t s  loan a p p lic a t io n  that 

the p ro jec t is  te c h n ic a lly  fe a s ib le  and tak in g  in to  account the low 

in te re s t on loans under th is  chapter is  the most economical means of 

fu rn is h in g  the proposed se rv ice .

Sec. 26 .70 .060 . CONDITIONS APPLICABLE TO PROJECT LOAMS. (a ) The 

term o f a loan may not exceed 50 years and the in te re s t rate  s h a ll be

-2-

mu M w i i n u n a M . ™ .

S B  1 8 5



I

2

3

4

5

6

7

8

9

10

II

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

three per cent a year on ohe unpaid ba lance . The repayment schedule 

s h a ll be computed in  a manner so that annual payments o f p r in c ip a l and 

in te re s t , termed debt se rv ic e , is  approximately equal over a period not 

to exceed iJO years from beg inn ing  o f commercial operation .

(b) No loan nay be made u n t i l  the department determines that the 

p ro jec t to be financed by the loan is  te c h n ic a lly  and econom ically 

fe a s ib le , and that the p ro jec t w i l l  be f in a n c ia l ly  s e lf- su s ta in in g  and 

f u l ly  amortised w ith in  the term of the loan and in  accordance w ith  other 

terms and cond it ions o f the lo an . The f e a s ib i l i t y  study s h a ll be con­

ducted by the p ub lic  u t i l i t y  or by consu ltan ts , eng ineers , or other 

techn ica l experts employed by i t  and approved by the department in  

advance o f the conduct o f the f e a s ib i l i t y  study and o f the submission of 

an a p p lic a t io n  fo r a loan fo r  p ro jec t design and construction .

(c) The p u b lic  u t i l i t y  s h a ll convenant to e s ta b lis h , or i f  subject 

to Pub lic  U t i l i t ie s  Commission ju r is d ic t io n , submit to the Public U t i l i ­

t ie s  Commission fo r app rova l, rates and charges fo r e le c tr ic  power, or 

water supp ly , which are f a i r  and nond isc rim ina to ry , and which are s u f f i­

c ien t fo r a payment o f a l l  other outstand ing debts o f the u t i l i t y ,  

together w ith  expenses o f maintenance and operation o f , and taxes on, it s  

p rope rty , in c lu d in g  the amounts requ ired  fo r  renewals and replacements 

o f , or dep rec ia t ion  on, the property in c lu d in g  the p ro je c t ; and which, 

a fte r  commercial operation o f the p ro je c t , make a v a ila b le  an amount equal 

to 1 . 1  times the amount o f average annual debt serv ice on the pro ject 

lo an . The amount a v a ila b le  fo r debt serv ice on the p ro jec t loan means 

gross revenues o f the u t i l i t y  less  expenses o f maintenance and operation 

before dep rec ia t ion .

(d) A reserve account s h a ll be created in  the fund fo r  each loan 

which w i l l  be equal to the average annual amount requ ired  to pay the debt 

serv ice on the p ro jec t lo an .
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(e ) The repayment o f the loan w i l l  commence not la t e r  than the date

o f commercial operation o f the p ro je c t .

( f )  The amount o f borrow ing from the fund may not be inc luded in

determ in ing a m u n ic ip a lit y 's  outstand ing bonded indebtedness, as re la ted

to the l im it  imposed by it s  cha rte r , or by statutory requirements.

(g ) Unless otherw ise provided by the Water Resources Revolving Loan 

Fund Committee the o b lig a t io n  to repay in te re s t and p r in c ip a l on pro ject 

loans under th is  chapter s h a ll operate as a f i r s t  l ie n  on the property 

and revenue o f the u t i l i t y .

Sec. 26 .70 .070 . ADVANCES. (a) The department is  authorized to 

make in te re s t- fre e , advances o f funds to p ub lic  u t i l i t i e s  from the v/ater 

resources re vo lv in g  loan fund fo r the in v e s t ig a t io n , p lann ing  and deter­

m in ing o f p ro jec t f e a s ib i l i t y ,  in c lu d in g  necessary lo c a l ,  state and 

fede ra l perm its and licenses fo r  p ro jec t construction and ope ration . I f  

the stud ies described in  ( c ) ( 1 ) or ( c ) ( 2 ) o f th is  section e s tab lis h  that 

the contemplated p ro jec t is  not fe a s ib le  the department may not requ ire  

repayment o f the advance.

(b) P lanning advances may be approved by the department fo r  in ­

ve s t ig a t io n  o f a p ro jec t which in  i t s  judgment w i l l  prove fe a s ib le  and on 

which i t  is  intended to s ta rt construction w ith in  a period  of 10 years.

(c) The department is  authorized to advance p lann in g  funds under

th is  section fo r :

( 1 ) eva luation  stud ies o f a p re lim in a ry  nature to e s tab lis h  

w ith in  reasonable ce rta in ty  whether the p ro jec t is  te c h n ic a lly  and eco­

nom ica lly  fe a s ib le ;

( 2 )  f e a s i b i l i t y  s t u d i e s  t o  e s t a b l i s h  t h e  f i n a l  t e c h n i c a l ,  e c o ­

n o m i c  a n d  f i n a n c i a l  f e a s i b i l i t y  o f  t h e  D r o j e c t ,  i n c l u d i n g  t h e  s e c u r i n g  o f  

a l l  p e r m i t s  a n d  l i c e n s e s  t o  c o n s t r u c t  a n d  o p e r a t e  t h e  p r o j e c t .

(d) The department Is  authorized to advance funds fo r construction

S B  1 8 5
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of roads necessary to construct and service the p ro je c t .

Sec. 26 .70 .080 . INVESTMENT OF UNENCUMBERED LOAN FUNDS. I f  the 

Water Resources Revolv ing Loan Fund Committee determines that there is  in  

the fund a surp lus above an amount s u f f ic ie n t  to meet current demands, 

the surp lus s h a ll be invested in  accordance w ith  AS 37 .10 .070 . Income 

received from Investment o f surp lus money s h a ll accrue to the fund.

Sec. 26 .70 .090 . DEFINITIONS. In  th is  chapter

( 1 ) " cap ita l improvement pro ject" or "project" means hydro­

e le c t r ic  p ro jec t or water supply p ro jec t fo r improvements re q u ir in g  a 

c a p ita l o u t la y , as d is t in c t  from an outlay  fo r expenses re la ted  to opera­

t io n  and maintenance o f the p ro je c t ;

(2 ) "commercial operation" means operation of the pro ject 

a fte r  a l l  te s t in g  is  complete, and revenue is  be ing produced:

(3 ) "department" means Department o f Commerce;

( ;t) "economic f e a s ib i l i t y "  means that the pro ject has a bene­

fit- c o s t  r a t io  w ith respect to the most economic a lte rn a t iv e  o f at 

le as t 1 : 1 ;

( 5 ) " f in a n c ia l f e a s ib i l i t y "  means that the u t i l i t y  rates w i l l  

be adequate to ensure that i t s  p ro jec t loan can be repa id  w ith in  the tern 

and under the cond it ions spec if ie d  in  th is  chapter;

(6 ) "load center" means the d e liv e ry  po in t o f the transm ission 

system at the transformer which reduces the vo ltage  to the u t i l i t y  d is ­

t r ib u t io n  le v e l ;

(7 ) "techn ica l f e a s ib i l i t y "  means that the p ro jec t can be con 

structed from a techn ica l po in t o f view and fo r  a reasonable cost.

s Sec. 2. This Act takes e ffec t July 1 , 1975 w ith  respect to m inera l lease 

onuses, and July 1 , 1978 w ith  respect to ren ta ls  and ro y a lt ie s  derived from 

in e ra l p roduction .
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Introduced: 2/18/75
R e f e r r e d : Commerce and

Finance

:N THE SENATE BY ZIEGLER AND MELAND

SENATE BILL NO. 185

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - FIRST SESSION 

A BILL

or an Act e n t it le d : "An Act re la t in g  to c reation  o f a water resources

re vo lv in g  loan fund ; and p ro v id in g  fo r an e ffe c t iv e  

d a te ."

* Section 1. AS 26 is  amended by adding a new chapter to read :

CHAPTER 70. WATER RESOURCES REVOLVING LOAN FUND.

Sec. 26 .70 .010 . FUND ESTABLISHED. There is  estab lished  as a

separate fund the water resources re vo lv in g  loan fund . Loans from th is  

fund are to be used to develop and conserve in  the p u b lic  in te re s t the 

water resources o f A laska, us ing state revenues from m inera l development.

Sec. 26 .70 .020 . FUND UTILIZATION. (a) Loans from th is  fund s h a ll

be u t i l iz e d  fo r c a p ita l improvement p ro jects fo r h yd roe lec tr ic  generation 

and water supp ly . Loans s h a ll be made to e l ig ib le  borrowers fo r new 

p ro je c ts , and fo r r e h a b il it a t io n  and expansion o f e x is t in g  hyd roe lec tric  

and water supply pro jects i f  the r e h a b il it a t io n  and expansion f a l l s  under 

the d e f in it io n  o f a c a p ita l improvement p ro je c t .

(b) Loans s h a ll be made a v a ila b le  fo r  design and construction of 

development o f potable water supply sources In c lu d in g  surface storage 

and groundwater sources, and development o f h yd roe lec tr ic  generating 

f a c i l i t ie s  in c lu d in g  transm ission o f power to the load center.

(c ) Loans s h a ll be repa id  to the fund by the u t i l i t y  from revenue

derived from sales o f e le c tr ic  power or v/ater.

Sec. 26 .70 .030 . LOAN FUND SOURCE AND LEVEL. (a) Not less than 15 

per cent o f the rece ip ts  pa id  the state from m inera l lease bonuses, 

re n ta ls  and ro y a lt ie s  derived from m inera l p roduction , s h a ll be de-
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posited in  the fund annua lly  u n t i l  the unencumbered balance in  the fund 

equals $250,000,000. Thereafter the unencumbered balance s h a ll be main­

ta ined at $2 5 0 , 000 ,0 00  by a d ju s t in g  the s ta te 's  con tr ibu t ion  as needed.

Sec. 26 .70 .040 . ADMINISTRATION OP LOANS. (a) A dm in is tra tion  of 

the v/ater resources re v o lv in g  loan fund s h a ll be performed by the Depart­

ment o f Commerce which is  empowered to adopt procedures and promulgate 

the re gu la t io n s  necessary to carry out the p rov is ions  o f th is  chapter.

(b) The department sh a ll forward a l l  loan a p p lic a t io n s  i t  recom­

ments fo r approval to the V/ater Resources Revolving Loan Fund Committee 

which is  made up o f the commissioner o f community and re g io n a l a f f a i r s ,  

the commissioner o f commerce, the commissioner o f a dm in is tra t io n  and the 

commissioner o f revenue.

(c) P r io r it y  o f loans s h a ll be estab lished  by the department and 

s h a ll be subject to review by , and appeal to , the V/ater Resources 

Revolv ing Loan Fund Committee.

Sec. 26 .70 .050 . ELIGIBILITY FOR PROJECT LOANS. A p ub lic  u t i l i t y  is  

an e l ig ib le  borrower fo r  a p ro jec t loan under th is  chapter i f

(1) i t  is  a p ub lic  u t i l i t y  as defined in  AS 42.05-701(2) (A ) ,

and (C );

( 2 ) i t  has been an operating u t i l i t y  in  the state fo r at 

le as t two years or is  an en t ity  formed by one or more u t i l i t i e s  fo r  the 

purpose o f construction and operation o f the proposed p ro je c t , each of 

which u t i l i t y  has operated in  the state fo r at le as t two years ;

(3) The u t i l i t y  can demonstrate in  it s  loan a p p lic a t io n  that 

che p ro jec t is  te c h n ic a lly  fe a s ib le  and talcing in to  account the low 

in te re s t on loans under th is  chapter is  the most economical means of 

fu rn is h in g  the proposed se rv ice .

Sec. 26 .70 .060 . CONDITIONS APPLICABLE TO PROJECT LOAMS. fa) The 

term o f a loan may not exceed 50 years and the in te re s t rate s h a ll be
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three per cent a year on the unpaid ba lance . The repayment schedule 

s h a ll be computed in  a manner so that annual payments of p r in c ip a l and 

in te re s t , termed debt se rv ice , is  approximately equal over a period not 

to exceed *10 years from beg inn ing  o f commercial ope ration .

(b) No loan may be made u n t i l  the department determines that the 

pro jec t to be financed by the loan is  te c h n ic a lly  and econom ically 

fe a s ib le , and that the p ro jec t w i l l  be f in a n c ia l ly  se lf- su s ta in ir .g  and 

f u l ly  amortized w ith in  the term o f the loan and in  accordance w ith  other 

terms and cond it ions o f the lo an . The f e a s ib i l i t y  study s h a ll be con­

ducted by the p ub lic  u t i l i t y  or by consu ltan ts , eng ineers , or other 

techn ica l experts employed by i t  and approved by the department in  

advance o f the conduct o f the f e a s ib i l i t y  study and o f the submission of 

an a p p lic a t io n  fo r a loan fo r  p ro jec t design and construction .

(c ) The p u b lic  u t i l i t y  s h a ll convenant to e s ta b lis h , or i f  subject 

to Pub lic  U t i l i t ie s  Commission ju r is d ic t io n , submit to the Public U t i l i ­

t ie s  Commission fo r app rova l, rates and charges fo r e le c t r ic  power, or 

water supp ly , which are f a i r  and nond isc rim ina to ry , and which are s u f f i­

c ient fo r  a payment o f a l l  other outstand ing debts o f the u t i l i t y ,  

together w ith  expenses o f maintenance and operation o f , and taxes on, it s  

p rope rty , in c lu d in g  the amounts requ ired  fo r  renewals and replacements 

o f , or dep rec ia t ion  on, the property in c lu d in g  the p ro je c t ; and which, 

a fte r  commercial operation o f the p ro je c t , make a v a ila b le  an amount equal

to 1 .1  times the amount o f average annual debt serv ice on the pro ject

loan . The amount a v a ila b le  fo r debt serv ice on the p ro jec t loan moans 

gross revenues o f the u t i l i t y  less expenses o f maintenance and operation 

before d ep rec ia t ion .

(d ) A reserve account s h a ll be created in  the fund fo r each loan 

which w i l l  be equal to the average annual amount requ ired  to pay the debt

serv ice on the p ro jec t lo an .
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(e ) The repayment o f the loan w i l l  commence not la t e r  than the date

o f commercial operation of the p ro je c t .

( f )  The amount o f borrow ing from the fund may not be inc luded in

determ in ing a m u n ic ip a lit y 's  outstand ing bonded indebtedness, as re la ted

to the l im it  imposed by it s  cha rte r , or by statutory requirements.

(g ) Unless otherw ise provided by the Water } “sources Revolving Loan 

Fund Committee the o b lig a t io n  to repay in te re s t and p r in c ip a l on p ro jec t 

loans under th is  chapter s h a ll operate as a f i r s t  l ie n  on the property 

and revenue o f the u t i l i t y .

Sec. 26 .70 .070 . ADVANCES. (a ) The department is  authorized to 

make in te re s t- fre e , advances o f funds to p u b lic  u t i l i t i e s  from the water 

resources re v o lv in g  loan  fund fo r the in v e s t ig a t io n , p lann ing  and de te r­

m in ing o f p ro jec t f e a s ib i l i t y ,  in c lu d in g  necessary lo c a l ,  state and 

fede ra l perm its and licenses fo r p ro jec t construction and ope ration . I f  

the stud ies described in  ( c ) ( 1 ) or ( c ) ( 2 ) o f th is  section e s tab lis h  that 

the contemplated p ro jec t is  not fe a s ib le  the department may not requ ire  

repayment o f the advance.

(b ) P lann ing advances may be approved by the department fo r in ­

ve s t ig a t io n  o f a pr ) ect which in  it s  judgment w i l l  prove fe a s ib le  and on 

which i t  is  intended to s ta rt construction w ith in  a period o f 10 years .

(c ) The department is  authorized to advance p lann ing  funds under

th is  section fo r :

(1 ) eva luation  stud ies o f a p re lim in a ry  nature to e s tab lis h  

w ith in  reasonable ce rta in ty  whether the p ro jec t is  te c h n ic a lly  and eco­

nom ica lly  fe a s ib le ;

(2 ) f e a s ib i l i t y  studies to e s tab lis h  the f in a l  te c h n ic a l, eco­

nomic and f in a n c ia l f e a s ib i l i t y  o f the p ro je c t , in c lu d in g  the securing of 

a l l  perm its and licenses to construct and operate the p ro je c t .

(d ) The department Is  authorized to advance funds fo r construction
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o f roads necessary to construct and serv ice the p ro je c t .

Sec. 26 .70 .080 . INVESTMENT OF UNENCUMBERED LOAN FUNDS. I f  the 

Water Resources Revolving Loan Fund Committe? determines that there is  in  

the fund a surp lus above an amount s u f f ic ie n t  to meet current demands, 

the surp lus s h a ll be invested in  accordance w ith  AS 37 .10 .070 . Income 

received from investment o f surp lus money s h a ll accrue to the fund .

Sec. 26 .70 .090 . DEFINITIONS. In  th is  chapter

( 1 ) " cap ita l Improvement pro ject" or "project" means hydro­

e le c t r ic  p ro jec t or water supply p ro jec t fo r improvements re q u ir in g  a 

c a p ita l o u t la y , as d is t in c t  from an outlay  fo r expenses re la ted  to opera­

t io n  and maintenance o f the p ro je c t ;

( 2 ) "commercial operation" means operation o f the pro ject 

a fte r  a l l  te s t in g  is  complete, and revenue is  be ing produced;

(3) "department" means Department o f Commerce;

(J|) "economic fe a s ib i l i t y "  means that the p ro jec t has a bene­

fit- c o s t r a t io  w ith  respect to the most economic a lte rn a t iv e  o f at 

le as t 1 : 1 ;

( 5 ) " f in a n r ja i f e a s ib i l i t y "  means that the u t i l i t y  rates w i l l  

be adequate to ensure that it s  pro ject loan can be repa id  w ith in  the tern 

and under the cond itions spec if ie d  in  th is  chapter;

(6 ) "load center" means the d e liv e ry  po in t o f the transm ission 

system at the transformer which reduces the vo ltage to the u t i l i t y  d is ­

t r ib u t io n  le v e l ;

(7 ) "techn ica l f e a s ib i l i t y "  means that the pro ject can be con­

structed from a techn ica l po int o f view and fo r a reasonable cost.

* Sec. 2. This Act takes e ffect July 1 , 1975 w ith  respect to m inera l lease 

bonuses, and July 1 , 1978 w ith respect to re n ta ls  and ro y a lt ie s  derived from 

m inera l production .
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