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March 30, 1973

The Honorable Kay Poland 
Alaska State Senate 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 

Dear Senator Poland:

Attached per your request is our legal review of S.B. 511 which 
would eliminate the Alaska Power Authority and assimilate its f u n ­
ctions into the Division of Energy and Power Development.\

As I indicated at your committee meeting on March 22, 1978, I 
am somewhat reluctant to make my views known in that testimony from 
an agency which is being considered for abolishment might be c o n ­
sidered biased. However, since your committee appears interested in 
my opinions, I am most happy to provide you with my thoughts.

First, as S.B. 511 is written, there is doubt about the ability of 
the Division of Energy and Power Development to actually fulfill the 
functions of the Power Authority. This is a technical matter, however, 
which can certainly be resolved by any scribe. In short, the Division 
of Energy and Power Development, here-in-after called the Division, 
could neither provide for long term project financing nor for front end 
community loans for feasibility studies. Without these abilities, the 
Division would be quite ineffectual in providing for energy development. 
Moral support would certainly not get the job done. Realizing, however, 
that these technical matters can be overcome, the real issue entails the 
selection of the optimum administrative means of providing for lower 
cost power development.

Under the present division of responsibility, the Division provides 
for conservation, research, alternative energy inventories, and regional 
planning. The Power Authority is responsible for project development 
by financing or a combination of financing, developing, owning and opera 
ting power projects. Division of ese responsibilities provides a 
healthy checks and balances. Since the Power Authority is a facilita­
ting agency, moreover, one with a singular purpose, it is best suited to 
"getting the job done". With its financial and legal advisors and its 
present efforts to develop a professional staff consisting of engineers 
and economists, it is gaining the nucleus needed for its statutory m a n ­
date. Absorption into the Division could only dilute the Authority's 
ability to function effectively.

The Power Authority has been established to operate as a Corpo-
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r a t i o n  (p u b l i c )  of  the S ta te  of Alaska.  I t s  s t a t u s  as such has made 
i t  q u i t e  p a l a t a b l e  to the  vaious u t i l i t i e s  and communities t h a t  need 
a s s i s t a n c e  in power development.  The power g e n e ra t i o n  in d u s t r y  in 
Alaska i s  a c t u a l l y  looking to the Au thor i ty  as an e n t i t y  t h a t  can p r o ­
vide c o o r d i n a t i o n  and development needed to p r ec lude  the energy p ro­
blems which loom ahead.  I would q ues t i on  the a b i l i t y  of an energy 
agency conglomera te ,  hamstrung by i t s  b u r e a u c r a t i c  shroud,  to f u l f i l l  
the same f u n c t i o n .  Since i t s  co rp o ra t e  na tu re  wi l l  r e q u i r e  the Power 
Au thor i ty  to remain f i s c a l l y  so lv e n t  (or  d e f a u l t  in the face of  the
f i n a n c i a l  market)  i t  w i l l  be forced in to  the r o l e  of  prudent  planning
and development .  I t s  s t a t e  c o u n t e r p a r t ,  with I t s  access  to the gene­
ra l  fund,  may not  be s i m i l a r l y  i n c l i n e d .

There i s  a l s o  a phi 1j s o p h i c a l  qu es t io n  to be re so lv e d .  Should the
S t a t e  a c t u a l l y  assume the pos tu re  of  p rov id ing  e l e c t r i c i t y  fo r  i t s  c i t i ­
zens? Or should t h i s  bes t  remain 1n the hands of the local  e n t i t i e s  
and a S t a t e  C or po r a t io n .  S ta te  government i s  a l r e ad y  growing a t  an a l a r  
ming r a t e .  I f  S us i tn a  and o the r  l a rge  power p r o j e c t s  such as a South­
e a s t e r n  i n t e r t i e  or  an AVEC i n t e r t i e  a re  deve loped ,  the agency t h a t  
owns, o p e r a t e s  and markets the energy from th e se  p r o j e c t s  wi l l  obv ious ly  
r e q u i r e  a s i z a b l e  s t a f f .  Maintenance of  such a s t a f f  under S t a t e  
government could only serve to f u r t h e r  b l o a t  our pub l ic  s e c t o r  and i t s  
a t t e n d a n t  tax requ i r ement  and lobbying power.

F i n a l l y ,  one should compare the r e l a t i v e  m e r i t s  by which po l i c y  
would be e s t a b l i s h e d  under the two p h i l o s o p h ie s  of power development 
a d m i n i s t r a t i o n .  On the one hand, the  Div i s i on  po l i c y  would be e s t a ­
b l i s hed  s o l e l y  by the D i r e c t o r ,  with f i n a l  concur rance  from the Execu­
t i v e  and L e g i s l a t u r e .  Under the Auth or i ty  c onc ep t ,  po l i cy  ma t te r s  are 
e s t a b l i s h e d  by a Board of D i r e c t o r s  which must be viewed as a n o n - p a r t i ­
san d e c i s io n  making e n t i t y  from throughout  the  S t a t e .  The p e r s p e c t i v e  
to be gained from such a d i v e r s i f i c a t i o n  i s  I n v a l u a b l e .  The p r e s e n t  
Board of the  Power Author i ty  c o n s i s t s  of  a Nat ive Corporat ion  D i r e c t o r ,  
a banker ,  a b u s i n e ss  e x e c u t i v e ,  a p rev ious  f e d e r a l  energy a d m i n i s t r a t o r ,  
and a S t a t e  Commissioner.

Given the o p p o r t u n i t y  to oper a t e  as env i s io ne d  in i t s  enac t i ng  
l e g i s l a t i o n ,  the Alaska Power A u t h o r i t y ,  in c o n c e r t  with the 
p o l i c i e s  of the Div i s ion  of Energy and Power Development and the 
L e g i s l a t i v e  and Execut ive  branches ,  wi l l  p rovide  a s i g n i f i c a n t  
c o n t r i b u t i o n  to the  so c i a l  well being of the people of Alaska.
While c e r t a i n l y  well  in t e nde d ,  S.B. 511 would not appear  capable  of 
p rov id ing  the same level  of s e r v i c e .

*  • *

Executive Director

CPY/mgf 
A t t a c h :



M E M O R A N D U M

TO: Mr. E r i c  Y o u l d

E x e c u t i v e  D i r e c t o r  
A L A S K A  P O W E R  A U T H O R I T Y

F R O M :  W o h l f o r t h  & F l i n t

D A T E :  M a r c h  6 , 1978

RE: S e n a t e  B i l l  511 "An A c t  C r e a t i n g  T h e

D i v i s i o n  o f  E n e r g y  a n d  P o w e r  D e v e l o p m e n t ;  
a n d  P r o v i d i n g  F o r  a n  E f f e c t i v e  D a t e "  a n d  
S.B. 429 b o t h  i n t r o d u c e d  b y  the S e n a t e  
S p e c i a l  C o m m i t t e e  o n  t h e  A l a s k a  P e r m a n e n t  Fund.

A s  y o u  k n o w ,  S e n a t e  B i l l  429 i n t r o d u c e d  o n  J a n u a r y  
19, 1 9 7 8 ,  w i p e s  o u t  o r  c u r t a i l s  t h e  a c t i v i t i e s  o f  the A l a s k a  
H o u s i n g  F i n a n c e  C o r p o r a t i o n ,  t h e  A l a s k a  M u n i c i p a l  B o n d  B a n k  
A u t h o r i t y  a n d  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y .  
T h e  b i l l  d o e s  n o t  d e a l  w i t h  t h e  A l a s k a  P o w e r  A u t h o r i t y  
a l t h o u g h  it p r o v i d e s  in S e c t i o n  250(8) for l o a n s  to i n v e s t o r  
o w n e r  u t i l i t i e s  for h y d r o e l e c t r i c  p r o j e c t s  a n d  in S e c t i o n  
300 f o r  l o a n s  to m u n i c i p a l i t i e s  b y  a u t h o r i z i n g  b i d d i n g  o n  
t h e i r  r e v e n u e  b o n d s .  S. B .  4 2 9  d o e s  n o t  p r o v i d e ,  h o w e v e r ,  
f o r  l o a n 3 to the D i v i s i o n  o f  E n e r g y  a n d  P o w e r  D e v e l o p m e n t -  
o r  to the A l a s k a  P o w e r  A u t h o r i t y  b y  n a m e  for t h a t  m a t t e r .

A p a r t  f r o m  the p o l i c y  q u e s t i o n  o f  r e p e a l i n g  the 
s t a t u t o r y  a u t h o r i t y  for t h e  A l a s k a  P o w e r  A u t h o r i t y  w h i c h  
S.B. 511 d o e 3 t o t a l l y ,  t h e  b i l l  d o e s  n o t  t r a n s f e r  to the 
D i v i s i o n  o f  E n e r g y  a n d  P o w e r  D e v e l o p m e n t  the p o w e r s  to 
b o r r o w  m o n e y  o r  to o w n  o r  o p e r a t e  p o w e r  p r o j e c t s .  T h e  
n e a r e s t  the s u b j e c t  b i l l  c o m e s  to a c c o m p l i s h i n g  t h i s  is 
in S e c t i o n  .035(a)(2) w h i c h  a u t h o r i z e s  c o n t r a c t s  w i t h  
o t h e r s  for the c o n s t r u c t i o n ,  a c q u i s i t i o n ,  o p e r a t i o n  a n d  
m a i n t e n a n c e  o f  p o w e r  p r o j e c t s .  In a d d i t i o n ,  s u b s e c t i o n  
(a) o f  .035 r e - s t a t e s  t h e  s t a t u t o r y  p u r p o s e  o f  the A l a s k a  
P o w e r  A u t h o r i t y  (AS 4 4 . 5 6 . 0 7 0 )  as a p o w e r  o f  the d i v i s i o n .  
H o w e v e r ,  n o n e  of  the t y p i c a l  b o r r o w i n g  p o w e r s  a r e  g i v e n  
to  t h e  d i v i s i o n  a n d  the d i v i s i o n  w o u l d  n o t  be a b l e  to 
i s s u e  r e v e n u e  b o n d s  for p o w e r  p r o j e c t s  o r  o t h e r w i s e  b o r r o w  
m o n e y  o n  p u b l i c  m a r k e t s  to  c o n s t r u c t  o r  a c q u i r e  p o w e r  
p r o j e c t s .  In th i s  c o n n e c t i o n ,  e x i s t i n g  A S  4 4 . 3 3 . 0 4 0  s h o u l d
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be e x a m i n e d .  T h e  d u t i e s  o f  t h e  d i v i s i o n  as  s p e c i f i e d  in 
t h i s  s e c t i o n  d o  n o t  i n c l u d e  t h e  p o w e r  to b o r r o w  m o n e y  
o r  to o w n  p r o j e c t s  o r  to b u y  o r  s e l l  p o w e r .

I n  s u m m a r y ,  S.B. 511 d o e s  n o t  i n t e g r a t e  the 
D i v i s i o n  o f  E n e r g y  a n d  P o w e r  D e v e l o p m e n t  i n t o  t h e  A l a s k a  
L o a n  P r o g r a m s  F u n d  a s  is b e i n g  a t t e m p t e d  w i t h  o t h e r  a g e n c i e s  
d e a l t  w i t h  in S.B. 429. A t  t h e  s a m e  t i m e  t h e  b i l l  f a i l s  
to p e r m i t  b o r r o w i n g  i n d e p e n d e n t l y  b y  the D i v i s i o n  for 
p o w e r  p u r p o s e s .  It s h o u l d  a l s o  be  n o t e d  t h a t  S.B. 511 
in r e p e a l i n g  t h e  A l a s k a  P o w e r  A u t h o r i t y  A c t  r e p e a l s  
the P o w e r  P r o j e c t  R e v o l v i n g  F u n d  w h i l e ,  a t  the sa m e  
time, S.B. 4 2 9  r e p e a l s  the 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  Fund..
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o f  A L A S K A

ALASKA POWER AUTHORITY

H. Phillip Hubbard
C o'mm i s s 1 o n e r
Department of Commerce & 
Economic Development DATE 7 Ma r c h ,  1 9 7 8

Eric P. Yould,-
SUBJECT!

S.8. 511
Executive Di/ector 
Alaska Pow^f Authority

On the surface, Senate Bill 511 appears to be aimed at abolishing 
the Alaska Power Authority and assimilating Its statutory function into 
the Division of Energy and Power Development under the Department of 
Commerce and Economic Development. The desirability of such an action 
can only be determined by the Administration and the Legislature, h o w­
ever, there are some points which should be considered In evaluating the 
institutional manner 1n which the State chooses to solve its energy pro-

First, as S.B. 511 is written, there 1s doubt about the ability of 
the Division of Eneryy and Power Development to actually fulfill the 
functions of the Power Authority. This is a technical matter, however, 
which can certainly be resolved by any scribe. The salient remissions end 
ambiguities of S.D. 511 odd their effect are briefly pointed out 1n the 
attached letter from Wohlforth & Flint, bund counsel for the Power 
Authority. In short, the Division of Energy and Power Development, here-1n- 
after called the Division, could neither provide for long term project 
financing nor for front end community loans for feasibility studies.
Without these abilities, the Division would be quite ineffectual in pro­
viding for energy development. Moral support would certainly not get the 
Job done. Realizing, however, that these technical matters can be overcome 
the real Issue entails the selection of the optimum administrative means 
of providing for lower cost power development.

Under the present division of responsibility, the Division p r o ­
vides for conservation, research, alternative energy Inventories, and 
regional planning. The Power Authority 1s responsible for project 
development by financing or a combination of financing, developing , owning 
and operating power projects. Division of these responsibilities provides 
a healthy checks and balances. Since the Power Authority 1s a facili­
tating agency, moreover, one with a singular purpose, it 1s best suited to 
"getting the job done". With its financial and legal advisors and its pres« 
efforts to develop a professional staff consisting of engineers and 
economists, it 1s gaining the nucleus needed for Its statutory mandate. 
Absorption Into the Division could only dilute the Authority's ability 
to function efficiently.

b l e m s .



S T A T E
o f  A L A S K A o w m m m m m <

ALASKA POWER AUTHORITY

’>

TO:
H. Phi 11 ip Hubbard 
Commlss1oner
.Department of Commerce A 

Economic Development
DATE i

7 March, 1978

FROM :
Eric P . Yould 
Executive Director 
Alaska Power Authority

SUDJECTi
S.B. 511 (continued)

The Power Authority has been established to operate as a public 
Corporation of the State of Alaska. Its status as such has made it quite 
palatable to the various utilities and communities that need assi st­
ance 1n power development. The power generation industry 1n Alaska 
1s actually looking to the Authority as an entity that can provide 
coordination and development neededtfio preclude the energy problems 
which loom ahead. I would question the ability of on energy agency 
conglomerate, hamstrung by Its bureaucratic shroud, to fulfill the 
same function. Since its corporate nature will require the Power 
Authority to remain fiscally solvent (or default 1n the face of the 
financial market) it will be forced into the role of prudent planning 
and development. Its State agency counterpart, with its access to the gene 
ral fund, may not be similarly inclined.

There 1s also a philosophical question to be resolved. Should 
the State actually assume the posture of providing electricity for its 
citizens? Or should this best remain 1n the hands of the local enti­
ties and a State corporation? State government is already growing at 
an alarming rate. If Susitna and other large power projects such as a 
Southeastern Intertie or an A.V.E.C. intertie are developed, the agency 
that owns, operates and markets the energy from these projects will 
obviously require a sizable staff. Maintenance of such a staff under 
State government could only serve to further bloat our public sector and 
Its attendant tax requirement and lobbying power.

Finally, one should compare the relative merits by which policy would 
be established under the two philosophies of power development administ­
ration. On the one hand, the Division policy would be established solely 
by the Director, with final concurrence from the Executive and Legislature. 
Under the Authority concept, policy matters are established by a board 
of directors which must be viewed as a non-partisan decision making entity, 
from throughout the State. The perspective to he gained from such a diver-, 
slflcation 1s invaluable. The present Board of the Power Authority c o n ­
sists of a Native Corporation Director, a banker, a business executive, 
a previous federal energy administrator, and a State Commissioner.

Given the opportunity to operate as envisioned in its enacting 
legislation, the Alaska Power Authority, In concert with the policies 
of the Division of Energy and Power Development and the Legislative :
and Executive branches, will provide a significant contribution to the 
social well being of the people of Alaska. While cert-ainly well 
Intended, S.B. 511 would not appear capable of providing the same level \ 

of serv 1 c e . •. }

Attachment: Memo from Wohlforth u Flint j]
F P V /  m I l f ----------------------------------------- ---------- -- -------------------------------------------------------------------------------------------------------------
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II. FISCAL D E TA IL  
Agency Affected  _ C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t

Program Category  Affec ted D e v e l o p m e n t
Budget Reques t  Unit(s) Af lcc ted E n e r g y  & P o w e r  D e v e l o p m e n t

E X PEND IT URE S (Thousands  o f  Dollars)

• ; FY  77 F Y  7S FY 79 FY 80 FY 81 FY 32
100 P ER SO N A L SER V ICES ' 'Z o  .a
? 0 0  T R A V E L 7 5 . 0
300  • C O N T R A C T U A L ? o r; . n
4 0 0  COMMODITIES 3l  s
500 EQUIPM ENT 4 . 5
600  LAND & S T R U C T U R E S .. . - 0 .
700  GRAN TS. CLAIMS. ETC. - 0 - . •

T O T A L
5 4 8 . 0

FUNDING (Thousands  o f  Dollars)

G E N E R A L  F U N D 5 4 8 . .  Q
F E D E R A L  FU ND S - n -
O T H E R  (Snccifv) . - 0 -

POSITIONS

FULI  TIME - -6— L _  J _______
PART TIME - n - . .. _________  ....

TE M PO R A R Y - n -

III. ANALYSIS (Sec Fiscal No te  Preparation Instruct ions,  Sect ion III)

.
/

IV. 0 ATI*

Original: Legislative F inance 
cc: Budget and Management

l*i ime S p on s o r  ( L u s t  Legis la tor  N. i l l ici t ) ' -

. P R E P A R E D  B Y  J
ACiI-NCY   D iv is io n —o t —E n e rg y —  &-J
P H O N E  J2J.2= 0522-

1.1 0 0 !  ( L e v .  1 0 ' 7 0 ) I i
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A. Assumptions

B.

1. Beainninq in FY 79, i t  will be necessary for the division to thoroughly evaluate al l  aspects of
the proposed Upper Susitna Dam Project,  as well as address the question of potential fundinq,
construction and operation of smaller proposed power projects.

2. These act iv i t ies  would be part of ongoing multi-year programs, which will extend many years
into the future.

Program Summary

1. Positions

Cost of Living Increase (6% 

Benefits (25.5%)

Ti t l  e Ranae Monthly Salary Yearly Salary

a. Administrator of Power Projects 24 $3,085.00 $37,020.00

h. Deputy - Engineering & Construction 23 $2,867.00 $37,020.00

c. Deouty - Finance & Marketing 23 $2,867.00 $34,404.00

d. Civil Engineer 22 $2,661.00 $31,932.00

e. Secretary I 12 $1,293.00 $15,516.00

f. Clerk Typist III 08 $1,005.00 $T2,060.00

$165,336.00 
9,920.00 

$175,256.00 
44,690.Ou 

5219,946700



t
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2. Other Expenditures

a. Travel - $25,000.00

Extensive travel will be required by division s ta f f ,  both within the State and to Lower 48 
financial centers.

b. Contractual - $295,000.00

Approximately $250,000 will be earmarked for contractual services for f eas ib i l i ty  studies 
of proposed projects,  and to beqin a thorouqh analysis of all  aspects of the Upper Susitna 
Project over and above the present work beinp conducted by the Corps of Engineers.

c. Eauipment - $4,500.00 and Commodities - $3,500.00

This will primarily cover additional office equipment and supplies required to accommodate 
the additional s taff .
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March 30, 1978

The Honorable Kay Poland
Alaska State Senate . _
Alaska State Legislature
Pouch V  \
Juneau, Alaska 99811

/ /

Dear Senator Poland:

Attached per your request is our legal review of S.B. 511 which 
would eliminate the Alaska Power Authority and assimilate its fun­
ctions into the Division of Energy and Power Development.

\
As I indicated at your committee meeting on March 22,-1978, I 

am somewhat reluctant to make my views known in that testimony from 
an agency which is being considered fo'' abolishment might be c o n­
sidered biased. However, since your committee appears interested in 
my opinions, I am most happy to provide you with my thoughts.

First, as S.B. 511 is written, there is doubt about the ability of 
the Division of Energy and Power Development to actually fulfill the 
functions of the Power Authority. This is a technical matter, however, 
which can certainly be resolved by any scribe. In short, the Division 
of Energy and Power Development, here-in-after called the Division, 
could neither provide for long term project financing nor for front end 
community loans for feasibility studies. Without these abilities, the 
Division would be quite ineffectual in providing for energy development. 
Moral support would certainly not get the job done. Realizing, however, 
that these technical matters can be overcome, the real issue entails the 
selection of the optimum administrative means of providing for lower 
cost power development.

Under the present division of responsibi1 i t y , the Division provides 
for conservation, research, alternative energy inventories, and regional 
planning. The Power Authority is responsible for project development 
by financing or a combination of financing, developing, owning and oper a­
ting power projects. Division of these responsibilities provides a 
healthy checks and balances. Since the Power Authority is a facilita­
ting agency, moreover, one with a singular purpose, it is best suited to 
"getting the job done". With its financial and legal advisors and its 
present efforts to develop a professional staff consisting of engineers 
and economists, it is gaining the nucleus needed for its statutory m a n ­
date. Absorption into the Division could only dilute the Authority's 
ability to function effectively.

The Power Authority has been established to operate as a Corpo-
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ration (public) of the State of Alaska. Its status as such has made 
it quite palatable to the vaious utilities and communities that need 
assistance in power development. The power generation industry in 
Alaska is actually looking to the Authority as an entity that can pro­
vide coordination and development needed to preclude the energy pro­
blems which loom ahead. I would question the ability of an energy 
agency conglomerate, hamstrung by its bureaucratic shroud, to fulfill 
the same function. Since its corporate nature will require the Power -
Authority to remain fiscally solvent (or default in the face of the j
financial market) it will be forced into the role of prudent planning I
and development. Its state counterpart, with its access to the g e ne­
ral fund, may not be similarly inclined.

There is also a philosophical question to be resolved. Should the 
State actually assume the posture of providing electricity for its ci ti­
zens? Or should this best remain in the hands of the local entities 
and a State Corporation. State government is already growing at an alar 
ming rate. If Susitna and other large power projects such as a S o u t h ­
eastern intertie or an AVEC intertie are developed, the agency that f
owns, operates and markets the energy from these projects will obviously 
require a sizable staff. Maintenance of such a staff under State 
government could only serve to further bloat our public sector and its |
attendant tax requirement and lobbying power.

Finally, one should compare the relative merits by which policy 
would be established under the two philosophies of power development f
administration. On the one hand, the Division policy would be esta­
blished solely by the Director, with final concurrance from the Execu­
tive and Legislature. Under the Authority concept, policy matters are 
established by a Board of Directors which must be viewed as a no n-parti­
san decision making entity from throughout the State. The perspective 
to be gained from such a diversification is invaluable. The present j
Board of the Power Authority consists of a Native Corporation Director, 
a banker, a business executive, a previous federal energy admi n i s t r a t o r , 
and a State Commissioner. j

Given the opportunity to operate as envisioned in its enacting 
legislation, the Alaska Power Authority, in concert with the 
policies of the Division of Energy and Power Development and the !
Legislative and Executive branches, will provide a significant 
contribution to the social well being of the people of Alaska.
While certainly well intended, S.B. 511 would not appear capable of 
providing the same level of service.

r* • *»

Executive Director
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