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Official Business

Ponch V 
State Capitol 

Juneau, Alaska 99811

T O :

F R O M :

D A T E :

R E :

R e p r e s e n t a t i v e  T e r r y  G a r d i n e r ,  C o - C h a i r m a n  
R o u s e  Cosarittee o n  R e s o u r c e s

R e p r e s  
S p e a k e r H o u s e

A p r i l  1 3 ,  1 9 8 1

E q u i t y  R e t u r n  F i n a n c i n g  f o r  H y d r o - E l e c t r i c  P r o j e c t s

rrf ilp> J C i m s e  tf

M E M O R A N D U M

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

f. l o w - c o s t  p o w e r  t o ^ c i t i z e n s  o f  t h e  s t a t e ,  f o r  t h i s  a n d *
f u t u r e  g e n e r a t i o n s - .  • D e v e l o p m e n t  o f  o u r  r e n e w a b l e ^  "*■ 
h y d r o - e l e c t r i c  r e s o u r c e s  c a n  g i v e  u s  t h e  o p p o r t u n i t y  
t o  d o  th-is.’-- I  t h i n k  i t  i s  i m p o r t a n t  t h a t  t h e  b e n e f i t s  
d e r i v e d  f r o m  h y d r o - e l e c t r i c  p o w e r  b e  e q u i t a b l y  d i s ­
t r i b u t e d  t o  p r o v i d e  p a r i t y  i n  p o w e r  c o s t s  o n  a s t a t e ­
w i d e  b a s i s .  T h e r e f o r e ,  a t  m y  r e q u e s t ,  E r i c  Y o u l d  a n d  
T e r r y  M c G u i r e  h a v e  d e v e l o p e d  a f i n a n c i n g  p r o p o s a l  f o r  
h y d r o - e l . e c t r i c  p r o j e c t s  b a s e d  o n  a  f i x e d  r a t e  o f  r e t u r n  
o n  e q u i t y .  I.t a p p e a r s  to b e  a s o u n d ,  v i a b l e  a l t e r n a t i v e  

t o  b o t h  g r a n t  a n d  I n a n  f i n a n c i n g ,  a s  i t  p r o v i d e s  n o t  o n l y  
a  r e t u r n  o n  -our inves-.tment b u t ,  w h e n  f u l l y  o p e r a t i o n a l  

i n  1 9 8 9 ,’. e q u i t y  i n  p o w e r  c o s t s  f o r  a l l  A l a s k a n s  as  w e l l .

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

o w n e d  b y  t h e  s t a t e  ( A P A ) , - w o u l d  b e  r e q u i r e d  to  r e t u r n  a  
p e r c e n t a g e  o f  t h e  p r o j e c t  v a l u e  a n n u a l l y  t o  A P A  o v e r  t h e  ' 

u s e f u l  .'life o f  t h e  p r o j e c t .  ; A t  a 5 %  r a t e  o f  r e t u r n ,  f o r  

e x a m p l e ,  l o c a l  u t i l i t i e s  o p e r a t i n g  t h e  f a c i l i t i e s  c o u l d  
c o v e r  o p e r a t i o n ' a n d  m a i n t e n a n c e  e x p e n s e s  a n d  f o r w a r d  t h e  

r e m a i n d e r  t o  A P A .  T h e  A u t h o r i t y  e s t i m a t e s  t h a t  i f  a l l  t h e  
p r o j e c t s  l i s t e d  o n  p a g e  t w o  o f  t h e  a t t a c h e d  s u m m a r y  w e r e  
o p e r a t i o n a l ,  w h o l e s a l e  p o w e r  c o u l d  b e  p r o d u c e d  f o r  3 . 8 d  

p e r  k i l o w a t t - h o u r  ( w i t h o u t  S u s i t n a ) , w h i l e  s t i l l  a l l o w i n g  
a  5 %  r e t u r n  o n  e q u i t y ,  l e s s  a n  a v e r a g e  o f  1 . 5 %  f o r  a n n u a l  
o p e r a t i n g  a n d  m a i n t e n a n c e  e x p e n s e s .



^ T h i s  f i g u r e  (3.8j£) w o u l d  b e  t h e  w h o l e s a l e ^  p o w e r  r a t e  

c h a r g e d  f o r  G r e e n  L a k e  a n d  S o l o m o n  G u l c h  w h e n  t h e y  c o m e  
o n  l i n e  i n  1 9 8 2 ,  w i t h  m o n e y  f r o m  t h e  e q u i t y  r e t u r n  u s e d  
to  b r i n g  t h e  w h o l e s a l e  c o s t  o f  p o w e r  f r o m  t h e s e  p r o j e c t s  
d o w n  t o  t h i s  a m o u n t  J W h e n  S w a n  L a k e  a n d  L a k e  T y e e  c o m e  
o n  l i n e  i n  1 9 8 4 ,  f o l l o w e d  b y  T e r r o r  L a k e  i n  1 9 8 5  a n d  
B r a d l e y  L a k e  i n  1 9 8 6 ,  s u f f i c i e n t  p o w e r  w i l l  b e  p r o d u c e d  
t o  a l l o w  a  3.8<£ w h o l e s a l e  c h a r g e  p e r  k i l o w a t t - h o u r ,  w i t h  

t h e  a d d i t i o n a l  r e v e n u e  p r o d u c e d  b y  a 5 %  r e t u r n  o n  e q u i t y  

t h e n  b e i n g  a v a i l a b l e  t o  s u b s i d i z e  p o w e r  p r o d u c t i o n  c o s t s  
a n d  o t h e r  e n e r g y - r e l a t e d  p r o j e c t s  (i.e.-, c o n s e r v a t i o n ,  
w e a t h e r i z a t i o n ,  e t c . )  o n  a  s t a t e w i d e  b a s i s .  T h e  b a s i s  
o f  t h i s  i s  t h e  f a c t  t h a t  t h e  l a r g e r  p r o j e c t s  w i l l  p r o d u c e  
m u c h  l a r g e r  a m o u n t s  o f  p o w e r  a t  a c h e a p e r  w h o l e s a l e  r a t e  
t?ian t h e  i n i t i a l  ( S o l o m o n  G u l c h  a n d  G r e e n  L a k e )  p r o j e c t s ,  
i n  t h i s  s e n s e ,  t h e  p r o g r a m  is  d e p e n d e n t  o n  a  f e w  l a r g e  
p o w e r  p r o d u c e r s  w h i c h  h a v e  r e a d i l y  a v a i l a b l e  m a r k e t s .

j  I t  s h o u l d  b e  e m p h a s i z e d  t h a t  t h e  3 . 8 £  p e r  k i l o w a t t - h o u r
Ay r a t e  is f o r  w h o l e s a l e  c o s t s .  O n l y  p o w e r  p r o d u c t i o n  is 

\ s u b s i d i z e d ,  w i t h  t h e  r e t a i l  r a t e  t o  c o n s u m e r s  b e i n g  
a d j u s t e d  u p w a r d  to  a c c o u n t  f o r  t h e  v a r y i n g  d i s t r i b u t i o n  
a n d  a d m i n i s t r a t i v e  c o s t s  i n c u r r e d ' b y  t h e  d i f f e r e n t  l o c a l  
u t i l i t i e s  to w h o m  t h e  w h o l e s a l e  p o w e r  is s o l d .  I t  w o u l d  • 
t h e n  b e  i n  t h e  i n t e r e s t  o f  t h e  l o c a l  u t i l i t i e s  to e n c o u r a g e  
a n d  p r o m o t e  c o n s e r v a t i o n ,  e f f i c i e n t  m a n a g e m e n t  p r a c t i c e s  
a n d  d i s t r i b u t i o n  to c o n t r o l  t h e i r  r e t a i l  r a t e s .  S u s i t n a  
s t a r t - u p .  i n ’.the 1 9 9 0 ’s w o u l d  b o t h  i n c r e a s e  t h e  a m o u n t  
o f  r e t u r t i‘.on i n v e s t m e n t  a n d  l o w e r  w n o l e s a l e  p o w e r  c o s t s  
f r o m  3.8*£ t o  3'^ p e r  k i l o w a t t - h o u r .  S u s i t n a  is, t h e  
l o n g - t e r m  a n c h o r  i n  t h i s  p r o g r a m .

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

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

p r o m o t q  t h e  e f f i c i e n t  u s e  o f  e n u r  v  w h i l e  s u b s i d i z i n g  t h e  
r a t e s .o f s t h o s e  w h o  m u s t  c o n t i n u e  u s i n g  e x p e n s i v e  e n e r g y  
s u c h  a s  d i e s e l .  T h i s  p r o g r a m  w o u l d  c r e a t e  t h e  m e c h a n i s m  
t o  n o t  o n l y  r e d u c e  e n e r g y  c o s t s  s t a t e w i d e  b u t  a l s o  c r e a t e  
p c i t y  i n - e n e r g y  c o s t s  o n  a s t a t e w i d e  b a s i s  w h e n  t h e  ' 

p r o j e c t s  o n  p a g e  2 a r e  f u l l y  o p e r a t i o n a l  i n  1 9 8 9 ,

S u c c e s s  o f  a n  e q u i t y  r e t u r n  s c h e m e  d e p e n d s  o n  s t a t e  o w n e r s h i p  
of. p r o j e c t s ,  a  s t r o n g  c o m m i t m e n t  t o  e n e r g y  c o n s e r v a t i o n ,  

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



"
‘

I  s t r o n g l y  s u p p o r t  a n  e q u i t y  r e t u r n  m e t h o d ,  of h y d r o ­
e l e c t r i c  f i n a n c i n g  i n  c o n c e p t ,  r e a l i z i n g  ̂ that m a n y  
d e t a i l s  a r e  y e t  t o  b e  w o r k e d  o u t .  I w o u l d  s t r o n g l y  
r e c o m m e n d  t h a t  t h i s  m e t h o d  o f  f i n a n c i n g  b e  w o r k e d  
i n t o  a  c o m m i t t e e  s u b s t i t u t e  f o r  S B  25. I  t h i n k  i t  
w i l l  a n s w e r  t h e  S e n a t e ' s  d e s i r e . f o r  d i r e c t  i n v e s t m e n t ,  
w h i l e  a t  t h e  s a m e  t i m e  p r o v i d e  t h e  s t a t e  w i t h  a  r e t u r n  
o n  i n v e s t m e n t  o v e r  t h e  l i f e  ( n o t  j u s t  30 - 50 y e a r s )  
o f  a  p r o j e c t .  A l l  o f  t h e  p r o j e c t s  l i s t e d  o n  p a g e  2 o f  
t h e  a t t a c h e d  s u m m a r y  a r e  f e a s i b l e  u n d e r  a n  e q u i t y  
r e t u r n  s c h e m e ,  i n d i c a t i n g  t h a t  t h e  f e a s i b i l i t y  o f  

f u t u r e  p r o j e c t s  w o u l d  b e  p r o t e c t e d  a s  w e l l .

I  h a v e  a s k e d  L e g i s l a t i v e  A t t o r n e y  B i l l y  B e r r i e r  to 
d r a f t  t h e  a p p r o p r i a t e  l a n g u a g e  f o r  i n c l u s i o n  i n
S B  2 5  e s t a b l i s h i n g  t h e  p r o g r a m . a t  a 5 %  r e t u r n  o n

e q u i t y .

I  u r g e  c o n s i d e r a t i o n  o f  t h i s  c o n c e p t  b y  t h e  R e s o u r c e s  
C o m m i t t e e  a n d  w o u l d  b e  w i l l i n g  to a p p e a r  b e f o r e  the' 

C o m m i t t e e  i n  s u p p o r t  o f  t h e  c o n c e p t .

J D : j p

A t t a c h m e n t



' ■ * • •
; • • ENERGY PROGRAM' FOR ALASKA (EPA) •

• • • . '
•

T h e  following pages are an attempt to address diverse energy issues, concerns, 

and strategies with a comprehensive program. It has the potential o f  being sup­

ported by all Alaskans, eliminate regional differences, provide reasonable cost 

energy statewide, and ensure financing of energy development. The potential bene­

fits to Alaskans could exceed the.benefits provided by other distribution programs 

of the state's non-renewable income.

• T h e  institutional framework exists to establish this program, as do the rev­

enues to finance the' program. It would require legislation to empower the Public 

.Utilities Commission and the Alaska Power Authority to implement some aspects of 
the program. . -

T h e  program should be evaluated today while major decisions on state investmen 

in, or subsidy of, capital intensive renewable energy projects are being debated. 

The program should be comprehensive and rational, provide equitable benefits to all 

Alaskans and regionr of Alaska, and provide a basis for sound decisions and future 

development. The program would not produce results overnight. The projects which 

may be develqped would require years to construct, and the benefits of the program 

could only be distributed as the return on state investments increase. In the mean 

time, financial resources are available and means can be found to m e e t  near-term 
needs until such time as the program is fully functioning.



m i s  papei uuuiyies suniu niipi icanuns ur a cuinpiOTCTSTte iudib suosidy of 
power development. .A major impact of the program would be to lower energy costs 
statewide to benefit all Alaskan consumers. The program would also levelize the 

power production cost of energy statewide. This analysis would not have been per­

formed in previous years wh e n  limited state a s s i s t a n c e J n  financing of power projecl 

was considered. Today, there is considerable support f o r s t a t e  investment in, and 

subsidy of, renewable energy projects in the form of low interest loans or grants, 

program,of tate investment can provide reasonable cost energy for all areas of Alas 

It can- promote economic development and provide a benefit that directly impacts the 

disposable income of Alaskans without being subject to taxation. A program of this 

nature w o uld be unique in that it has never been, to our knowledge, attempted on a ! 

statewide basis anywhere else in the Unitej States. The question is, how can the 

distribution of the benefits from state Investment in renewable energy projects be 

equitably distributed to all Alaskans?
• » • i

T h e  Power Production Cost Assistance Program was created to address the curren 

high cost of energy in predominantly rural areas of Alaska. This program, no matte 

w h a t  its ultimate form may be, was established in the Power Authority since there 

was some consideration that operating subsidies provided through the program could 

be, eventually, offset by capital investment in renewable energy development. Al­

though, the concept is commendable, the fact must be recognized that for many areas 

of rural Alaska, the most ecomomic solution may be limited to weatherization, in­

creased efficiency in diesel generation, and waste heat utilization. This situatio 

will make termination of the Power Production Cost Assistance Program extremely dif 

ficult, particularly since Alaskans in these areas would not receive the benefits o 
state investment in renewable energy projects. j

•

In past years, the" concept of raising the cost per kilowatt hour of energy sol 

f r o m  power projects owned-by the state by a- amount necessary to subsidize rural en 

gy costs was not supported sir^e state assistance in development of the projects wa 

not'significant.; However, if state assistance increases significantly, a policy 

to equitably distribute the benefits of state investment could be established.

The renewable energy projects represent a state resource in most cases, and they 

do not necessarily exist for the benefit of a single community or region. S_ate 

investments in energy should to the extent possible equitably benefit all Alaskans. 

But this-investment has implications beyond the ability to equitably distribute the 

benefits. It will encourage economic development which must be controlled, and 

industrial energy'demand should *»ot nece-sari1’/ be provided the same benefits from 

state investment in power projects as other classes of Alaskan consumers, except 

wh e n  it will create an industry1-that would otherwise not materialize and has an 

overall positive state benefit.’ It will alsc provide less incentive for conserva­

tion, when conseryation through increased efficiency and weatherization may be in 

m a n y  cases the most economically feasible area for state investment or subsidy. 

Therefore, any policy which artifically lowers the price of energy must support an

effective program of energy .conservation. ->
• - >•

A  policy of state investments must be directed only toward projects which are 

economically feasible, to include both renewable energy generation projects and cor 

servation’: The potential size ano impact of transfer payments for rural operating 

subsidies, and conservation measures from a return on state investments could be 

substantial. The following analysis is based upon current dr’lar estimates and 

is intended to illustrate the program and issues surrounding .t. \
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'• general fund appropriations. Assistance could be expanded in various ways by broad­

ening the base of eligible customers, by increasing the percentage of assistance, 

beyond 85% of the portion of power production costs eligible for assistance, or by 

lowering the base power production cost escalator f r o m -74 to 64. Any one measure 

or a combination of these measures could increase the. FY 82 cost of the program to 

$10, $20, or even $30 million per year. Assuming the latter figure, there is also 

potential for price induced increases in demand, which coul'* be assumed over time 

to cause the cost of the program to increase significantly to, perhaps, $50 million 

per year. General fund appropriations for this program would be extremely difficult 

to continue. * ’

If the State invested in renewable energy projects, it would be possible to es­

ta b l i s h  an equity return on that investment. The advantage of an equity return is 

* that it can be established to minimize the cost of energy impact on the consumers 

of e n e r g y  from-the project, and provide a constant source of revenue to fund other 

programs, like the Power Pr duction Cost Assistance Program and conservation. Wher

as a grant provides no return and a low interest loan provides a limited return for

the 30 to 50 y e a r  repayment period, an equity return continues for the useful life 

of- the project. The amount of this return in current dollars based upon a 5, 7, an 

9% equity return on the construction cost of various projects is shown below. The 

equity rates of return approximate the principal and interest payments respectively 

on 3.0%, 5.7%, and 8.0% loans for a 30 year.term to finance construction. The tab!

is in millions of 1981 dollars.

Capital Construction Annual Equity Return

Project(s) Cost (1981 $) 5% 7% • 9%
•

31.ack Bear Lake $ 28';0. $ 1.40* $ 1.96 $ 2.52

Tazimina ’ . \ • 123.0 6.15* 8.61 11.07

Brcdley Lake •• ' V. 170.0 8.50 11.90 15.30*
Green Lake • .55.0 2.75 3.85 4.95*

i ons • 1.4 ‘ .07* .10 .14

Solo,... ulch ‘68.0 3.40* 4.86* 6.12

C hester i \M5 9.0 .45 ' ■ .63* .81

T e r r o r  Lake • 85.0 4.25 5.95* 7.65

Lake Tyee • 60.0 3.00 4.20* 5.40

Svan Lake 87.0 , • • A . 35 6.09* 7.83

SUB-TOTAL $ 686.4 • , . . $ 34.12 $ 48.15 $ 61.79

Susitna , • 2,500.0 [ ■ 175.00 245.00 315.00*

T O TAL \ $4,186.4 ' $209. 1:! $293.15 $376.79

VN ' •
The above table does not reflect all the potential projects which may be found fea 

sible and subsequently developed. The table does not reflect that, from 1% to 2% o 

the capital construction cost will represent the annual Operation and Maintenance 

.costs for each pro set. "In addition, the cost of energy from individual projects, 

due to varying project costs per kilowatt or the amount of excess capacity in the 

early y e a r s . o f  operation, may not permit the same rate of return for each project 

initial operation. The asterisks in the table for each project represent an estim 

of the return that would be possible without.adversely impacting the cost of energ 

in each project area in the early years of operation. Clearly, the potential exis 

to more equitably distribute the benefits of state investment in energy projects. 

Without Susitna, an expanded Power Production Cost Assistance Program could be fun 

with the equity.return on feasible energy projects. Including Susitna, power cost 

could be considerably reduced or stabilized statewide with a potential for a retur 

to the general fund. . * ■



I ll
i i i y  u < i, ( . i n a v i r c  n u u i u  i evju 1 1  c .  j .u • mi i i i v i i  . « « ... - . .w p r o j e c t s  e x c l u d i n g
Susitna, and $70.54 m i n i o n  including Susitna. The wholesale cost of energy in cent 

p e r  kilowatt hour for this situation (which is equivalent to an equity return rate 

of 1.5%) is depicted bel^w along w i t h  the cost of energy for various other rates of 

return. '

W i t h o u t  Susitna

With Susitna

1.5% • 5 %  * * 1 1 9%

3.8 5.4 6.9

1.1 3.0 4.2 5.4

Under the 5% return situation, $34.12 million is recovered excluding Susitna, 

and $209.12 million is recovered wi t h  Susitna. Of-the return with Susitna, $70.54 
mill i o n  would again pay for 0&M and administration, and $138.58 million would be 

available for power production cost assistance, conservation, new project construc­

tion, or a return to the general fund.

The various rates of return are illustrated to demonstrate the approximate 

w h o l e s a l e  cost of energy from the system, and the amount of the generated return 

w h i c h  could be made available f o r  alternative purposes. The overall rate of re- 

•turn could be adjusted to provide statewide1benefits through other projects and 

'programs and still result in a low cost of energy. Again, the rate of return as­

s o c i a t e d  with individual projects cogld be established in direct relation to the 

economic feasibility of the project and the relative power production costs in 

the project market a r e a . —

Many actions w o u l d  be" necessary to implement this statewide program.

i

i. State investment should only be made in those prc.’ects that are economically 

feasible. If a community or region can’be provide electric power in a least 

cost'manner only through more efficient diesel gent ation and conservation, 

then state assistance should be provided to stabilize the cost. The assist­

ance would be through a power production cost assistance program and a conser­

vation program fqnded with the return on equity from projects which were feasi 

for development. ,

2. i • . v
The projects developed through state investment must be owned by the state as 

c a p ^ u l~~Tynutgcis or the s t a te, lndiviouai pruj^cts can De leased for opera^* 

tio”n a/id maintenance to utilities in the market area served by the projects. 

It is necessary to establish the project owner as the state since the renew­

able resource projects w o uld be constructed with state funds (non-renewable 

income), the renewable resources should benefit all A l a s k a n s’; and a common 

wholesale power cost for the energy produced from all projects could only be 

established for those projects owned by the State.

3. With lower energy costs, the demand for energy could increase in areas of the 

state .‘currently experiencing the highest cost of energy production. It is 

likely that conservation efforts would be diminished unless energy efficiency 

standards for building construction are adopted, diesel generation efficiency 

’.standards are adopted, and energy conservation programs are strongly s upports 

Examples may include inefficient use o f  electric heat.’in poorly weatherized
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i n c  neat cotna oe restricted to buildings that meet certain standards and whei 

1t is a more efficient use for heating purposes. A minimium of 8 kwh's per 

gallon of fuel ‘could be established as a standard for diesel generation, a n d ’

• efficiency t h a t’is attainable for <;ven small diesel generators. Individual

•# . consumers who fail to meet the weatherization standards for electric heat coult 

be charged a premium, and •communities which fail to maintain and efficiently 

operate their diesel generation could be provided assistance based solely on 
the minimi urn efficiency standards,

t •

4. Separate rate structures for industrial uses could be established to either

• \er:ourage or discoura;* industrial consumption dependent upon state policy.

However, this policy would have to be consistently applied and studied further

•. before it is established. ' . . •
•  *• •

Both the Power Production Cost Assistance Program and the Energy Conservation 

P r o g r a m  could be continuously funded from the return on the economically feasible 

renewable resource projects. The opportunity exists today to establish Alaska's 

renewable energy future. State investment in renewable energy could prove to be 

a valuable State a s s e t  for the future. The program could equitably distribute bene 

fits in the form-of reasonable cost energy to all Alaskans. The capital energy 

projects of the State are an infrastructure investment which can provide a measur­

able return to the State and its residents while assisting in economic development.

This conceptual program would not impact the existing generation, transmission 

and distribution systems of the retail utilities. Local control would be maintaine 

w h e r e v e r  possible. The project selection and development process would be control! 

as currently provided in A.S. 44.83 and in Power Authority regulations. Only the 

f e a s i b l e  projects based upon technical, economic, and environmental evaluation para 
m e t e r s‘would be proposed for State investment.



The following analysis estimates the 1981 dollar value of equity return on 
state investments in power projects which could be state- financed and constructed 
in the remainder of the 20th century. The estimate is based upon a wholesale 1981 
dollar cost of energy at 3<£/kwh. The return would have to pay for operation and. 
maintenance of the projects and administration of the program. It would also pro­

vide funding for an Energy Conservation Program and a Power Production Assistance 
Program. The cost of power generation statewide could be equalized, whether the 
generation is from state funded renewable energy projects, or diesel generation. 
The cost of energy to consumers would vary among communities and utilities only to 
the extent that administration and distribution system costs vary among utilities.

TABLE I

Projects

Black Bear Lake 
Tazimina 
Bradlev Lake 

Green Lake 
Port Lions 
Solomon Gulch 
Chester Lake 
Terror Lake 

Lake Tyee 
/  Swan Lake

Susitna (Stage 1) 
Susitna (Stage 2)

In Table IF, the "Available" column indicates the return on state investment 
in renewable energy projects which could fund diesel generation costs in areas not 
served by projects, the energy conservation program, and new construction of renew­
able energy projects. # All revenue from wholesale power sales from state projects 
would return to an energy account in' the general fund and subject to the Executive 
Budget Act, be available for appropriation to fund programs.

Capital C o n s‘.ruction First Year . Average Annual
Cost (198 $) of Operation Energy Sales(Gwh

$ 28.0 1985 23.0
123.0 1988 80.0

170.0 1986 300.0
55.0 1982 55.0
1.4 1982 1.0 '

68.0 1982 52.0
9.0 1983 9.0

85.n 1985 120.0

60.0 1984 125.0
87.0 1984 80.0

2300.0 1993 3000.0
1200.0 1997 3000.0

$4186.4 6855.0



'

Year

TABLE II

Gwh Annual Equity Return
Sales Expenditures (Million $)

. ..

Project O&M & 
Administration Available

1982 108 $ 22if.4 $ -3.2 $ 1.2 $ 2.0
1983 '117 ■ 100.0 3.5 • 1.3 2.1
1984 217 150.0 6.5 3.3 3.1
1985 334 • . 150.0 10.0 4.7 5.3
1985 659 275.6 19.7 6.1 13.6
1987 687 • 300.0 20.6 6.1 14.5
1988 745 • 300.0 22.3 7.1 15.2
1989 760 • 300.0 22.8 7.1 15.7
1990 775 • 300.0 23.2 '7.1 ‘16.1
1991 795 • 300.0 23.8 7.1 16.7
1992 815 • 300.0 24.4 7.1 17.3
1993 3,835 • 300.0 115.0 30.0 85.0
1994 3,855 •300.0 115.6 30.0 85.6
1995 .3,855 '300.0 115.6 30.0 85.6
1996 .3,855 300.0 115.6 30.0 85.6
1997 •■6,855 286.4 •205.6 42.0 163.6
1998 •6,855 - • 205.6 42.0 163.6
1999 .6,855 - 205.6 42.0 163.6
2000 •6,855 - 205.6 42.0 163.6
Year 2000 TOTAL $4186.4 $ 1 4 6 4 . 2 / $ 3*6.2<' $1118.0
Year $010 TOTAL 4186.4 3520.2 766.2 2754.0
Year 2020 TOTAL 4186.4 5576.2 1186.2 4390.0
Year 2030 TOTAL 4186.4 7632.2 1606.2 6026.0

The tables indicate that the equity return on projects could not pay the 
estimated costs of'the existing power production assistance program until 1985.

The FY 82 cost estimate for the current program is $4.5 million. The level of 
assistance could be increased in relation to a greater return from projects 
which begin operation in succeeding years. If Susitna is constructed, the re­
turn based upon a 1981 wholesale cost of ; /kwh from all projects would far 
exceed the needs of a large power production assistance program in those areas 
no; served by the projects. Each year the return from the sale of energy from 
the power projects owned by the state could significantly lower diesel genera­
tion costs in other afeas, assist in financing new projects, and fund energy 
conservation programs. Or alternatively, the wholesale cost of energy could be 
decreased to a level sufficient to fund program needs.

Note that this was an inflation free analysis which did not consider a dis­
count of benefits to reflect an opportunity cost of alternative state expenditures 
or investments.



Gwh Annual Equity Return Project 0&M &
Year Sales. Expenditnres (Million $) Administration Available

1982 108 $ 22*f.4 $ -3.2 $ 1.2 $ 2.0
1983 "117 • 100.0 3.5 1.3 2.1
1984 217 150.0 6.5 3.3 3.1
1985 334 . 150.0 10.0 4.7 5.3
1986 659 275.6 19.7 6.1 13.6
1987 687 • 300.0 20.6 6.1 14.5
1988 745 • 300.0 22.3 7.1 15.2
1989 760 • 300.0 22.8 7.1 15.7
1990 775 • 300.0 23.2 "7.1 *16.1
1991 795 • 300.0 23.8 7.1 i j . 7
1992 815 • 300.0 24.4 7.1 17.3
1993 3,835 • 300.0 115.0 30.0 85.0
1994 3,855 •300.0 115.6 30.0 85.6
1995 .3,855 '300.0 115.6 20.0 85.6
1996 .3,855 300.0 115.6 30.0 85.6
1997 •'6 855 286.4 205.6 42.0 163.6
1998 •6,855 - • 205.6 42.0 163.6
1999 .6,855 - • 205.6 42.0 163.6
2000 •6,855 - 205.6 42.0 163.6
Year 2000 TtTTAL- *4186.4 $ 1 4 6 4 . 2 / $ 346.2^ $1118.0
Year *010 TOTAL 4186.4 3520.2 766.2 2754.0
Year 2020 TOTAL 4186.4 5576.2 1186.2 4390.0
Year 2030 TOTAL 4136.4 7632.2 1606.2 6026.0

The tables indicate that the equity return on projects could not pay the 
estimated costs o f ’the existing power production assistance program until 1985.
The FY 82 cost estimate for the current program is $4.5 million. The level of 
assistance could be increased in relation to a greater return from projects 
which begin operation in succeeding years. If Susitna is constructed, the re­

turn based upon a 1981 wholesale cost of 3^/kwh from all projects would far 
exceed the needs of a large power production assistance program in those areas 
not served by the projects. Each year the return from the sale of energy from 
the power projects owned by the state could significantly lower diesel genera­
tion costs in other afeas, assist in financing new projects, and fund energy 
conservation programs. Or alternatively, the wholesale cost of energy could be 
decreased to a 'level sufficient to fund program needs.

\

Note that this was an inflation free analysis which did not consider a dis­
count of benefits to reflect an opportunity cost of alternative state expenditures 
or investments.



NUSHAGAK ELECTRIC CO-OPERATIVE, INC
DILLINGHAM, ALASKA 99576___. AREA CODE (907) 842-5251

R e p r e s e n t a t i v e  J o e  Chu'ckwuk 
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  (MS 3100).
J u n e a u ,  A K  9 9 8 1 1

D e a r  J o e :  >.•

W e  j u s t  r e c e i v e d  t h e  f o l l o w i n g  l e t t e r  f r o m  D a v e  H u t c h e n s ,  
E x e c u t i v e  D i r e c t o r ,  o f  A R E C A  a n d  I w o u l d  l i k e  t o  s h a r e  it 

w i t h  you.

ALASKA
A p r i l  3, 1 9 8 1

F R O M :  D a v i d  H u t c h e n s  D A T E :  M a r c h  31, 1 9 8 1
E x e c u t i v e  D i r e c t o r

, /

H Y D R O  B I L L S  S T A L L E D  I N  H O U S E  R E S O U R C E S  C O M M I T T E E

*  4

G a r d i n e r  a p p a r e n t l y  i s  p r e p a r i n g  to c o m p l e t e l y  r e w r i t e  t h i s  
l e g i s l a t i o n  m o r e  t o  h i s  o w n  l i k i n g .  B a s e d  o n  h i s  q u e s t i o n s  
a n d  c o m m e n t s  d u r i n g  t h e  h e a r i n g s  G a r d i n e r ' s  d i r e c t i o n  
a p p e a r s  t o  b e  e m e r g i n g .  H e  a p p a r e n t l y  i n t e n d s  t o  u s e  t h e  
e x i s t i n g  (but d o r m a n t )  P o w e r  P r o j e c t  L o a n  F u n d  a s  t h e  v e h i­
c l e  f o r  f i n a n c i n g  p r o j e c t s  o n  a l o a n  ..basis r a t h e r  t h a n  as 
d i r e c t  i n v e s t m e n t s  b y  t h e  S t a t e  as S.B. 25 p r o v i d e s .

It a l s o  a p p e a r s  G a r d i n e r  is h e a d e d  t o w a r d  p r o v i d i n g  o n l y  
t h o s e  f u n d s  e a c h  y e a r  w h i c h  c a n  a c t u a l l y  be s p e n t  I n  t h a t  
f i s c a l  y e a r ,  v/ithout a n y  m e c h a n i s m  t o  s t a y  e v e n  w i t h  i n f l a­
t i o n .  T h i s  m e a n s  t h e  a n t i c i p a t e d  p r o j e c t s  w i l l  c o s t  at 
l e a s t  $ 8 . 2 5  b i l l i o n  r a t h e r  t h a n  the $5 b i l l i o n  p r o v i d e d  f o r  
i n  S . B .  25. It a l s o  m e a n s  t h a t  t h e  e a r l y  p r o j e c t s  w i l l  b e  
c o m p l e t e d  b e f o r e  f u n d i n g  w o u l d  s t a r t  o n  l a t e r  p r o j e c t s  l i k e

A f t e r  t h r e e  d a y s  o f  h e a r i n g s  o n  a l l  e n e r g y  l e g i s l a t i o n  
l u m p e d  t o g e t h e r  I h a v e  s t i l l  n o t  b e e n  p e r m i t t e d  t o  t e s t i f y .  
T h e r e  h a s  b e e n  s o m e  g o o d  t e s t i m o n y  a l o n g  w i t h  a  l o t  o f  m i s ­
i n f o r m a t i o n  p r e s e n t e d  t o  t h e  C o m m i t t e e ,  b u t  t h e r e  h a s  n o t  
b e e n  a n  e x p l a n a t i o n  o f  w h a t  S.B. 25 a n d  S.B. 26 w i l l  do. 
C o - C h a i r m a n  T e r r y  G a r d i n e r  i s  o p e r a t i n g  on t h e  a s s u m p t i o n  
t h a t  t h i s  a p p r o a c h  i s  n o t  a c c e p t a b l e  t o  t h e  C o m m i t t e e  w i t h­
o u t  t h e  C o m m i t t e e  e v e r  h a v i n g  t h e  o p p o r t u n i t y  t o  g e t  a  
s t r a i g h t  e x p l a n a t i o n  o f  t h i s  i m p o r t a n t  l e g i s l a t i o n .



R e p .  J o e  Chu'ckwuk A p r i l  3, 1 9 8 1  •

T a z i m i n a ,  B r a d l e y  Lake, a n d  S u s i t n a .  T n e s e  lat->r p r o j e c t s  
w o u l d  t h e n  b e  m o r e  e x p e n s i v e  b e c a u s e  o f  i n f l a t i o n ,  a n d  it 
w i l l  b e  v i r t u a l l y  i m p o s s i b l e  t o  f i n a n c e  t h e m  s t a n d i n g  
a l o n e  a f t e r  e v e r y b o d y  e l s e  h a s  h i s  p r o j e c t  a l r e a d y  b u i l t .

T h e  s i t u a t i o n  is  c r i t i c a l ! • P l e a s e  c o n t a c t  t h e  m e m b e r s  o f  
t h e  R e s o u r c e s  C o m m i t t e e  y o u  k n o w  a n d  a s k  f o r  t h e i r  h e l p . ”

T h i s  m a t t e r  h a s  p a r t i c u l a r  c o n c e r n  t o  us h e r e  i n  t h e  B a y  
A r e a  b e c a u s e  t h e  T a z i m i n a  P r o j e c t  h a s  t h e  p o t e n t i a l  t o  
u t i l i z e  a  r e n e w a b l e  r e s o u r c e  t o  p r o v i d e  f i x e d  c o s t  l o n g  
t e r m  p o w e r  s u p p l y  t o  a l l  t h e  v i l l a g e s  i n  t h e  I l l i a m n a ,  
K v i c h a k ,  N a k n e k  a n d  N u s h a g a k  d r a i n a g e s .  Ir. w o u l d  a l s o  i n -  

■ e l u d e  t h e  D i l l i n g h a m  - A l e k n a g i k  A r e a  as w e l l  as the b a s e  
a t  K i n g  Salmon.'-

I f  f u l l y  d e v e l o p e d ,  t h e r e  w o u l d  b e  p o w e r  to sp a r e .  T h e  
a d v a n t a g e  t o  t h i s  c o n c e p t  i s  t h a t  c o n c e i v a b l y  it c o u l d . b e  
c h e a p e r  t o  h e a t  w i t h  e l e c t r i c  h e a t  t h a n  i t  w o u l d  b e  w i t h  
s t o v e  o i l . •

N o t  t o o  m a n y  y e a r s  a g o  w h e n  t h e  p r o ' s  a n d  c o n ' s  o f  S n e t t i s h a m  
w e r e  b e i n g  k i c k e d  a r o u n d ,  o n e  s t a t e m e n t  m a d e  w a s ,  "If t h e  
p r i c e  o f  s t o v e  o i l  ever, r e a c h e d  $ 0 . 8 6  p e r  g a l l o n  i n  t h e  
J u n e a u  A r e a ,  it w o u l d  b e  c h e a p e r  t o  h e a t  w i t h  e l e c t r i c  h e a t  
b e c a u s e  o f  t h e  e x c e s s  p o w e r  c a p a c i t y  a v a i l a b l e . "

I d o  n o t  k n o w  what; t h e  p r i c e  o f  s t o v e  o i l  is t o d a y  in  
J u n e a u  b u t  I d o  n o t e  t h a t  t h e r e  a r e  a g r e a t  n u m b e r  o f  h o m e s  
i n s t a l l i n g  e l e c t r i c  h e a t  u n i t s . •

I B e s i d e s  t h e  b a s i c  a d v a n t a g e  o f  e l e c t r i c  h e a t  u n i t s  p r o v i d i n g
s u b s t a n t i a l l y  m o r e  B T U ' s . t h a n  s t o v e  o i l  p e r  d o l l a r  i n v e s t e d ,  
t h e r e  i s  a n o t h e r  e c o n o m i c  p h e n o i n e n u m  i n v o l v e d  w h e r e  e x c e s s  
c a p a c i t y  i s  a v a i l a b l e ;  t h a t  is, t h e  m o r e  K W H  t h a t  a r e  c o n­
s u m e d ,  t h e  c h e a p e r  e a c h  K W H  b e c o m e s .  I g u e s s  y o u  c o u l d  t e r m
t h i s  c o n c e p t  m a x i m i z i n g  t h e  r e t u r n  o n  t h e  i n i t i a l  i n v e s t m e n t .

/

A t  N u s h a g a k  E l e c t r i c  w e  b e l i e v e  t h a t  w e  n e e d  b o t h  L a k e  E l v a  
a n d  T a z i m i n a  f o r  t h e  b e s t  l o n g  r a n g e  b e n e f i t  f o r  t h e  e n t i r e  
B a y  A r e a .  ■

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

T h a n k  y o u .

D F B r k a

P. S. O u r  M a r c h  f u e l  b i l l  w a s  o v e r  $ 7 6 , 0 0 0  w h i c h  a v e r a g e s  o u t  

t o  $ 1 3 3  p e r  c o n s u m e r .

Y o u r s  ̂v e r y t r u l y

D A V I D  F. 
M a n a g e r

B O U K E R



I.JSHAGAK ELECTRIC CO-OPERATIVE, INC
P. 0. BOX 197 DILLINGHAM, ALASKA 99576 AREA CODE (907) 842-5251

R e p r e s e n t a t i v e  J o e  Ch.uckwuk 

P o u c h  V  v 
S t a t e .C a p i t o l  
J u n e a u ,  A K  9 9 8 1 1

D e a r  J o e :

ALASKA
A p r i l  1, 1 9 8 1

W e  a p p r e c i a t e  y o u r  t a k i n g  t h e  t i m e  t o  d i s c u s s  E l v a  a n d  h y d r o  

f i n a n c i n g  t h i s  m o r n i n g .

A n o t h e r  a r e a  t h a t  w e  n e g l e c t e d  t o  c o m m e n t  o n  i s  t h e  p r o p o s e d  
c h a n g e s  i n  3 A A C  9*1.010 t o  3 A A C  9*1-900 w h i c h  a f f e c t s  t h e  

A l a s k a  P o w e r  A u t h o r i t y .

T h e r e  a r e  t w o  s p e c i f i c  a r e a s  w h i c h  w e  b e l i e v e  a r e  w o r t h y  o f  

c o m m e n t :

1. 3 A A C  9*1.060 p a r a g r a p h  (b) 2 s t a t e s  t h a t ,  " i n  c o n­
d u c t i n g  a f e a s i b i l i t y  s t u d y  -the a u t h o r i t y  w i l l  u s e  
v a r i o u s  t e c h n i q u e s  a n d  m e t h o d s  t o  i n s u r e  t h a t  i n­
f o r m a t i o n  a b o u t  t h e  p r o p o s e d  p r o j e c t  w i l l  i n c l u d e
a l l  p r o j e c t  c o n s t r u c t i o n  c o s t s  . . . ( i n c l u d i n g )  . . . 
t h e  e s t i m a t e d  c o s t  o f  p o w e r  b a s e d  o n  h y p o t h e t i c a l  
f i n a n c i n g .c o n d i t i o n s  . . . "

W e  n o t e  t h i s  p r o p o s e d  p o l i c y  c h a n g e  i s  i n c o n s i s t e n t  w i t h  
t h e  APA*s' d i r e c t i o n  t o  R. W. B e c k  r e l e v a n t  t o  t h ^  L a k e  E l v a  

S t u d y .

2. 3 A A C  9*1.100 p a r a g r a p h  (2) c s t a t e s  t h a t  " t h e  t e r m
o f  l o a n s  f o r  f e a s i b i l i t y  s t u d i e s ,  p r e c o n s t r u c t i o n  
e n g i n e e r i n g  a n d  p r o j e c t  d e s i g n ,  c o n s t r u c t i n g ,  
e q u i p p i n g ,  m o d i f y i n g ,  i m p r o v i n g  a n d  e x p a n d i n g  of 
h y d r o e l e c t r i c  g e n e r a t i o n  f a c i l i t i e s  d e s i g n e d  to 
p r o d u c e  m o r e  t h a n  1 . 5  m e g a w a t t s  o f  p o w e r  w i l l  be 

50  y e a r s . 11
*

W e  b e l i e v e  t h a t  t h i s  is anothe: a t t e m p t  t o  e s t a b l i s h  c r i t e r e a  
w h i c h  c a n  o n l y  h a v e  a n  a d v e r s e  a f f e c t  o n  r u r a l  c o m m u n i t i e s  
w h i c h  h a v e  t h e  g r e a t e s t  n e e d  f o r  r e a s o n a b l e  c o s t  s t a b l e  p o w e r  
s u p p l y .  It w o u l d  n e v e r  a p p l y  t o  a n  u r b a n  a r e a  b e c a u s e  t h e y  
a l r e a d y  e n j o y  t h e  b e n e f i t s  o f  l o w  c o s r  p o w e r  a n d  d e n s i t y



R e p . C h u c k w u k  
J u n e a u ,  A K April 1, 1981

w o u l d  o b v i o u s l y  s u p p o r t  m u c h  l a r g e r  p o w e r  p r o j e c t s .

J o h n  P e a r s o n  b e l i e v e s  t h a t  t h e  L e g i s l a t i v e  O v e r s i g h t  *
C o m m i t t e e  h a s  c o n t r o l  o f  t h e s e  p r o p o s e d  c h a n g e s  bu t ,  as o f  
t h i s  w r i t i n g ,  I a m  u n a b l e  t o  d e t e r m i n e  j u s t  w h o  is i n v o l v e d  

o n  t h i s  c o m m i t t e e .

A n y t h i n g  y o u  c a n  d o  in t h i s  a r e a  w o u l d  b e  o f  g r e a t  a s s i s t a n c e .

T h a n k s

y  t r u l y

D A V I D  P. B O U K E R  
M a n a g e r

D F B :k a
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April 30, 1981

The Hono rable Fred F. Zharoff 
A laska State House of R e p r e s e n t a t i v e s  
Pouch V, State Cap itol Build i n g  
Juneau, A lask a 99811

Dear Mr Zharoff:

In r e s p o n s e  to Repre s e n t a t i v e  S u t c l i f f e ' s  letter of 
April 22, 1981 and Rep res e n t a t i v e  Gardin e r ' s  letter of 
April 23, 1981, the BBNC h e rein takes the f ollowing position 
on the Lake Elva Project.

If the Lake Elva P r oje ct had been  c o n s t r u c t e d  in 1960, 
it w o u l d  have “tcvided a d e q u a t e  p o w e r  to the D i l l i n g h a m  area 
for the past 20 years. Now it is too little and too late. 
Eoth the power p l a n t  and a m a j o r  p o rtion of the tr ansmission 
line would kj located w i t h i n  the Wood River-T ikchik State 
Park. The BBNC and the v i l lages of Aleknagik, Ekwok, 
Xoliga nek and New Stuyahok have gone on record supporting 
fish first in the m a n a g e m e n t  of the park. The original 
m a n a g e m e n t  proposal  was r e c r e a t i o n  o r i ent ed and provided for 
extensive development.

The BBNC supports the T a z imin a Lake Project over  the 
Lake Elva Project b e c a u s e  it has the potential of providing 
power to at least 15 v i l l a g e s  in the Bristol Bay area. The 
Lake Elva Project w o u l d  only sup ->ly power to the Dillin g h a m  
area (Aleknagik, D i l l i n g h a m  and .<anakanak) .

The BBNC supports the Lake Elva Project only  as a 
p otential additon in an intertied system. If feasible, it 
w o u l d  be c o n s t r u c t e d  some time in the future. The Tazim ina 
Lake Project w e a l d  be c o n s t r u c t e d  first. A  fe asibility 
investiga tion of the Lake Elva Project at this time is 
premature. The f easib ility i n v e s t i g a t i o n  more properly 
belongs at Tazimina, now.
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We are w o r k i n g  closel y w i t h  the A l a s k a  P ower Authority, 
the B ureau of Land Management, the State of Alaska, N o n d a l t o n  
Native C o r p o r a t i o n  and Ilianna Natives L i mited in the effort 
to move this p r oject forward.

We thank you for your support and the op port u n i t y  of 
stating o u r  p o s ition  once again.

Sincerely,

Q Q- /-a.

Donald F. Nielsen 
Vice President

cc: N u s h a g a k  Electric Cooperative, Inc.
Alaska Power Au thority



A M E N D M E N T

A m e n d m e n t  1

P a g e  3, l i n e  1:

A f t e r  " i n v e s t "  i n s e r t  " m o n e y  in", d e l e t e  " t h e  
b a l a n c e  of", a n d  d e l e t e  " f u n d  w h i c h  e x c e e d s  t h e  

a m o u n t  the"

P a g e  3, l i n e  2 a n d  3:

D e l e t e  a l l  m a t e r i a l

P a g e  3, l i n e  4:

D e l e t e  " r e v e n u e  u n d e r  this s u b s e c t i o n  s h a l l  b e  

m a d e "

P a g e  3, l i n e  5:

A f t e r  " 3 7 . 1 0 . 0 7 5 . "  i n s e r t  t h e  f o l l o w i n g  n e w  
m a t e r i a l :

" T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l  p r o v i d e  
m o n e y  in  the f u n d  to the a u t h o r i t y  a f t e r  a co s t  
for a  p r o j e c t  is i n c u r r e d . "

A m e n d m e n t  2

P a g e  3, l i n e  14:

A f t e r  " b e "  i n s e r t  the f o l l o w i n g  n e w  m a t e r i a l :

" d e p o s i t e d  in the g e n e r a l  f u n d  a n d  m a y  b e  
a n n u a l l y  a p p r o p r i a t e d  to t h e  f u n d  b y  the l e g i s­
lat u r e .

P a g e  3, l i n e  14:

A f t e r  "b e "  d e l e t e  r e m a i n d e r  o f  line

P a g e  3, l i n e s  15 - 22:

D e l e t e  a l l  m a t e r i a l

Offered in the HOUSE RESOURCES COMMITTEE By

TO: HCS CSSS SB 25 Resources



A f t e r  " u n l e s s "  i n s e r t  ", a f t e r  m a k i n g  a f e a s i­
b i l i t y  s t u d y  u n d e r  A S  4 4 . 8 3 . 1 8 1 , "

P a g e  4, l i n e  10:

A f t e r  " c o v e r "  i n s e r t  " t h e  r e q u i r e m e n t s  set o u t  in 
A S  4 4 . 8 3 . 4 9 0 . "

P a g e  4, l i n e s  11 -16:

D e l e t e  a l l  m a t e r i a l

A m e n d m e n t  4

P a g e  5, l i n e  29:

A f t e r  " p a y "  i n s e r t  " t h e  g r e a t e r  of: (A) an
a n n u a l  r e t u r n  to the s t a t e  o f  n o t  less t h a n  
f i v e  p e r c e n t  o f  t h e  a m o u n t  w h i c h  the a u t h o r i t y  h a s  
s p e n t  f r o m  t h e  f u n d  f o r  all p r o j e c t s ;  o r  (B) an 
a m o u n t  e q u a l  to t h e  s u m  of : "

P a g e  6, l i n e s  1, 3, 4, a n d  6:

C h a n g e  the s u b p a r a g r a p h  d e s i g n a t i o n s  to s u b­
s u b p a r a g r a p h s  (i)-(iv)

A m e n d m e n t  5

P a g e  8, l i n e  19:

A f t e r  " h e a d s  of  the" d e l e t e  " p r i n c i p a l  d e p a r t m e n t s "  
a n d  i n s e r t  " s t a t e  a g e n c i e s "

Amendment 3

Page 4, line 8:



A M E N D M E N T

A n e w  s e c t i o n  is a d d e d  to t h e  b i l l ,  t o  the i n t e n t :

* S e c .  . T h e  A l a s k a  P o w e r  A u t h o r i t y  is a u t h o r i z e d  to
/ . . .

c o n t i n u e  a c c e p t i n g  a n d  m a k i n g  p a y m e n t  on claims', f r c m  e l i g i b l e  

u t i l i t i e s  u n d e r  the p o w e r  p r o d u c t i o n  cost a s s i s t a n c e  p r o g r a m  

u n t i l  it d e t e r m i n e s  t h a t

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

u n d e r  t h i s  Act;

(b) t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  h a s  h a d  s u f f i c i e n t  

t i m e  to a c t  u p o n  s u c h  a p p l i c a t i o n s ;  a n d

(c) t h e  u t i l i t y  is n o t  e l i g i b l e  f o r  a s s i s t a n c e  u n d e r  this Act.

W



A d d  b e f o r e  if:

W h e n  m o n e y  is a p p r o p r i a t e d  to the A l a s k a  P o w e r  A u t h o r i t y  
f o r  a  p o w e r  p r o j e c t ,  t h e  A l a s k a  P o w e r  A u t h o r i t y  s h a l l  e n t e r  
i n t o  a c o n t r a c t  w i t h  t h e  u t i l i t i e s  w h i c h  w i l l  p u r c h a s e  the p o w e r .  
T h e  c o n t r a c t  s h a l l  i n c l u d e  the r e s p o n s i b i l i t y  o f  the u t i l i t i e s  
to r e t u r n  a n n u a l l y  t h e  t h e  A l a s k a  P o w e r  A u t h o r i t y  1 0 %  (if S e c t i o n  
1. b e l o w  a p p l i e s )  o r  5 %  (if s e c t i o n  2. b e l o w  a p p l i e s )  o f  the a m o u n t  
a p p r o p r i a t e d  f o r  t h e  p r o j e c t .  T h i s  r e t u r n  s h a l l  b e  a s s e s s e d  
c o m m e n c i n g  o n  t h e  d a t e  t h a t  the c o n t r a c t  is i n  e f f ect,

O f f e r e d  in t h e  HOUSE: By: Rep. E r i c  S u t c l i f f e

To: H o u s e  R e s o u r c e s  HOUSE BILL No. _ _ _ _ _ _ _ _ _ _

SENATE BILL No, h c s  c s s s s b  2 5  

Page: 4__________________ Line: 2 9 __________________

o



(AMENDMENT if 4, c o n t i n u e d )____

P a g e  5, li n e  2 7 :

D e l e t e  a l l  of s u b s e c t i o n  (D), a n d  a d d  i n  its p l a c e :

"(D) a r a t e  of r e t u r n  on a l l  a m o u n t s  i n v e s t e d  in the p o w e r  

p r o j e c t s  b y  t h e  a u t h o r i t y  of t h r e e  p e r c e n t . "

L i n e  29:

c h a n g e  (c) to (b)

P a g e  6, l i n e  3 :

D e l e t e  a l l  o f  (d) a n d  i n s e r t  i n  its p l a c e :

"(c) T h e  a u t h o r i t y  s h a l l  a n n u a l l y  a d j u s t  the r a t e  o f  r e t u r n  

s p e c i f i e d  in ( a ) ( 1 ) ( D )  a n d  (a) (2)(D) o f  t h i s  s e c t i o n ,  a c c o r d i n g  

to  c h a n g e s  i n  the c o n s u m e r  p r i c e  i n d e x  f o r  the s t a t e  as c o m p i l e d  

by t h e  B u r e a u  of  L a b o r  S t a t i s t i c s ,  U n i t e d  S t a t e s  D e p a r t m e n t  o f  

L a b o r .  T h e  i n d e x  f o r  N o v e m b e r ,  1980, is t h e  r e f e r e n c e  b a s e  i n d e x . "

L i n e s  14-18:

D e l e t e  a l l  o f  s u b s e c t i o n  (e):

L i n e s  19:

C hange (f) to (d),



P a g e  6, l i n e  22:

a d d  a n e w  s u b s e c t i o n  (e), to r e ad:

" (e) T h e  a u t h o r i t y  s h a l l  e s t i m a t e  the a p p r o p r i a t i o n s  

n e c e s s a r y  for t h e  p u r p o s e s  s p e c i f i e d  i n  ( a ) ( 1 ) ( A ) — (C) a n d

( a ) ( 2 ) (A)- ( C )  o f  th i s  s e c t i o n .  T h e  e s t i m a t e s  r e q u i r e d  b y  

t h i s  s u b s e c t i o n  s h a l l  be p r o v i d e d  to t h e  g o v e r n o r  i n  t h e  

b u d g e t  s u b m i t t e d  u n d e r  AS 3 7 . 0 7 . "

L i n e  27 to p a g e  7, li n e  7:

d e l e t e  a l l  of s u b s e c t i o n  (3) a n d  r e n u m b e r  f o l l o w i n g  s u b s e c t i o n .

rrji
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A M E N D M E N T

P a g e  2 y l i n e  13:

a d d  " o n  l o a n s  or" b e f o r e  "on a n  i s s u e

P a g e  5, l i n e  2:

c h a n g e  "(d)" t o  'Ke)"

P a g e  7, li n e  22 - 23: 

d e l e t e  " p e r  m o n t h "

H U M



A M E N D M E N T  

AS 44.83.177 (a) and (b) are amended to read:

Sec. 44.83.177. Reconnaissance study, (a) Tt> identify power 

project alternatives and energy needs and consumption patterns for a 

community, the authority shall, after consultation with other state 

agencies and after review of information on alternative sources o f  

power, complete a reconnaissance study for each proposed new power 

project.

(b) A  reconnaissance study shall

(1) survey all energy [power]] sources available to the 

community and adjacent area and evaluate the relative economic merits of 

alternative sources of energy, including energy conservation and capture 

and utilization cf waste energy as provided for in Sec. 170 (1) (B).

(A) for potential hydroelectric sites, the study shall 

include one-year data collection on water flow

(B) the study shall include one-year evaluation 

collection of data on wine, speed, direction and other information 

valuable to development of vnnd generation.

(2) include an assessment of the total energy needs of the 

community, including but not limited to, electricity, space heating, and 

transportation fuels based on end use of the energy;

(3) inr' ide an assessment of the effect of the development of 

alternative sources of energy |"powsr~] on the environment so as to assure 

that there is no adverse effect to the environment which would make the 

project inadvisable;

(4) include public comment from residents of the community 

and adjacent areas.

(c) Remains the same as existing law.

(d) the authority shall consult with the division of energy and 

power development in the department of Commerce and Economic 

Development, and with the Alaska Energy Center of the Department of 

Administration to determine the information needed for their respective



reconnaissance study.

(e) the reconnaissance study shall bo \ 'rt of the energy planning 

process lead ing to develcpme it of a -comprehensive energy plan as 

provided for under AS 44.83.224.



A M E N D M E N T

P a g e  2, lines 14- :

D e l e t e  a l l  language, and i n s e r t  in its place:

(2) w i l l  p r o v i d e  the l o w e s t  p o w e r  c o s t  to u t i l i t y

c u s t o m e r s  in the m a r k e t  a r e a  o v e r  the e s t i m a t e d  life of the

p o w e r  pro je c t ,  or m i x  o f  p o w e r  p r o j e c t s ,  w h i c h  o p e r a t e $ o r  w i l l  

o p e r a t e  o n  o n e  or m o r e  of the following:

l i m i t e d  t o  h y d r o e l e c t r i c ,  wind, biomass, solar., tida l or g e o t h e r m a l ,  

or e n e r g y  d e r i v e d  f r o m  t e m p e r a t u r e  d i f f e r e n t i a l s  air, w a t e r  or 

earth, or o t h e r  p h y s i c a l  p r o p e r t i e s  w h i c h  can b e  u s e d  to p r o d u c e  

energy, c o n s e r v e  fuel or p r o v i d e  for m o r e  e f f i e c i e n t  u t i l i z a t i o n ,  

t r a n s f e r  o r  s t o r a g e

(A) r e n e w a b l e  e n e r g y  r e s o u r c e s ,  i n c l u d i n g  b u t  n o t

(B) w a s t e  e n e r g y  and e n e r g y  c o n s e r v a t i o n  t e c h n o l o g y

(C) f o s s i l  fuels i n c l u d i n g  oil, n a t u r a l  gas or coal;

(D) peat.



£ , - ! L

P a g e  5, lines i-4— £1:

J & T  u n t i l  J u n e  30 of the  f iscal y e a r  in 

w h i c h  the p r o d u c t i o n  c a p a c i t y  of all p o w e r  p r o j e c t s  a c q u i r e d  

or c o n s t r u c t e d  b y  t h e  a u t h o r i t y  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  e x c e e d s  500 m e g a w a t t s ,  rhe a u t h o r i t y  shall e s t a b l i s h  and 

m a i n t a i n  a w h o l e s a l e  p o w e r  r a t e  for e a c h  p o w e r  p r o j e c t  w h i c h  

r a t e  w i l l  r e t u . n  to the a u t h o r i t y ,  on an a n n u a l  basis, n o t  less 

t h a n  five p e r c e n t  o f  the a m o u n t  w h i c h  the a u t h o r i t y  has 

i n v e s t e d  in t h e  p o w e r  p r o j e c t  f r o m  the fund;



H C S  C S S S S B  25  (Res)

A M E N D M E N T  | V^

P a g e s  1 0 - 1 1 ,  S e c t i o n  8 :

D e l e t e  a l l  m a t e r i a l . f r o m  P a g e  10, l i n e t o  P a g e  11, line

a n d  i n s e r t  i n  i t s ' p l a c e :

* S e c .  8. A S  AA'. 8 3 .181 ( b ) i s  a m e n d e d  t o  r e a d :

(2) a  s t a t e m e n t  o f  a l l  a s s u m p t i o n s  w h i c h  a f r e e t  t h e  e c o n o m i c  

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  b u t  n o t  l i m i t e d  t o  t h e  • \ 

d i s c o u n t  r a t e  a n d  i n t e r e s t  r a t e  o f  a m o u n t s  o f  m o n e y  t o  be u s e d  

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

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

a n d  l o c a l  e l e c t r i c  l o a d  g r o w t h ,  e s t i m a t e s  of  i n d i r e c t  c o s t s  and 

b e n e f i t s ,  q u a n t i f i e d  e s t i m a t e s  of i n d i r e c t  a n d  e x t e r n a l  c o s t s ,

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

p r o j e c t  w h e n  c o m p l e t e d ;



A d d  a n e w  S e c t i o n  t o  t h e  b i l l ,  t o  r e a d :

A S  ^ ^ . 8 3 .1 8 1 ( b )  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to r e a d :

(5) T h e  p r e f e r r e d  p l a n  s h a l l  i n c l u d e  t h e  p r o j e c t s  w h i c h ,  

t a k e n  t o g e t h e r ,  m i n i m i z e  the c o s t  o f  e n e r g y  o v e r  t h e  e s t i m a t e d1A
l i f e  o f  t h e  p r o j e c t s  f o r  t h e  a r e a  w h i c h  w i l l  b e  s e r v e d ,  e x c l u s i v e  

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



Page 10, line 22 to Page 11, line 8 ;

D e l e t e  all of ^Section 8.

R e n u m b e r  s u c c e e d i n g  s ections accordingly,

I



A M E N D M E N T

Page 6, line

d elete "not to e x c e e d  five percent of the a m o u n t”



P'age 5, l i ne 5 :

a f t e r  t h e  w o r d  " f u n d "  a d d  " f o r  e a c h  p r o j e c t "

Page 5, line 6 :

A f t e r  (1) and b efore "until" add:

"from the e f f e c t i v e  date of this Act"

Page 5, line 9 :

change "may" to "shall"

Page 5, line 1 2 :

c hange the se mi- c o l o n  to a comma, and add l a n g u a g e  to the intent: 

"incl u d i n g  loans made and give by the state u n d e r  ( v a r i o u s  

statute s and sections as listed in SB 244);"



Page 2, f o l l o w i n g  line 1 0 :

add a n e w  s u b s e c t i o n  (4), to read:

(4) d e f e a s a n c e  of bonds sold a g a i n s t  the p r o j e c t . "



Page 2, line 22:

In s u b s e c t i o n  (D) delete all language f o l l o w i n g  " f o s s i l  fuel"

and p l a c e  a p e r i o d  (.);

so that subsec t i o n  (D) would  read:

(D' on fossi] fuel.



Page 4, line 17:

A M E N D M E N T

f ollowing the first word " (con)tract", add: "or lease"



Page 2, following line 1 0 :

Add a new subsection (4), the intent to be as follows:

"(4) the defe asance of bonds, or the payment of debt service- 

on an issue of bonds sold in connection wit h a power p r o j e c t .”

■i
i*1



A M E N D M E N T
K J L .

P a g e 3» line 1 6 :

Prior to the word "amount" insert the w o r d  " u n e x p e n d e d "



TO: H C S  C S S S S B  25 u e s )

In the HOUSE By G a r d i n e r

P a g e  1, f o l l o w i n g  l i n e  23, i n s e r t  t h e  f o l l o w i n g :

"(c) T h e  p r o v i s i o n s  o f  AS 3 6 . 1 0 . 0 1 0  - 3 6 . 1 0 . 1 2 5  a p p l y  t o  p o w e r  

p r o j e c t s  c o n s t r u c t e d  b y  t h e  A l a s k a  P o w e r  A u t h o r i t y  u n d e r  A S  4 4 . 8 3 . 4 0 0



2

3

4

5

5

5

6

7

7

8

8

Lines.19 through 23. Reinsert language from Senate version of 
SB-25.

Line 16. ...percentage of *he total unexpended amount appro­
priated by the legislature to the fund.

Section 44.83.490 (b) Delete and reinsert language from
House Resources Draft I*.

Line 6. Add (l) Until July 1, 1986, the authority shall 
establish and maintain a wholesale power rate for each power 
project which rate will return to the authority, on an annual 
basis,,not less than five percent of the amount which the
authority has invested in ,he power project from the fund for
that portion of the project in use;

Line 6. • Renumber (1) to (2).

Line 13. Renumber (2) to (3).

Lines 3 and 4. (d) The legislature may appropriate to the
authority the amount required under AS 44.85.470 from the amount 
collected under [-.n amount not to exceed five percent of the 
amount determined under]

Line 22. (1) four [two (four)] directors at large to be
appointed by the governor and confirmed by the legislature 
representing Alaska Judicial Districts;

Line 24. (2) The Commissi oners of Commerce and Economic
Development, Revenue, and Natural Resources [three persons 
appointed by the governor from among the heads of the principal 
departments of the executive branch of the Stat° government]

Line 6. ...the authority are vested in tfn directors, and 
four [three] directors of the...

Line 9. ...vote of at least four [three] directors...

Line 11. ...on which the principle and interest are payable
[exclusively] from money derived from the sale of wholesale 
power from power project^ financed [with the proceeds of the 
bonds for a power project]

Line 12. Delete Section 10.



O f f e r e d  i n t h e  HOUSE: By: . R e p .  E r i c  S u t c l i f f e

T o n  H o u s e  R e s o u r c e s  HOUSE BILL No• _ _ _ _ _ _ _ _ _ _

SENATE BILL No, h c s  c s s s s b  2 5 

Page :  4_______________ ____  L i n e :  29

A d d  b e f o r e  if:

. W h e n  m o n e y  i s  a p p r o p r i a t e d  to t h e  A l a s k a  P o w e r  A u t h o r i t y  
f o r  a  p o w e r  p r o j e c t ,  t h e  A l a s k a  P o w e r  A u t h o r i t y  s h a l l  e n t e r  

- i n t o  a  c o n t r a c t  w i t h  t h e  u t i l i t i e s  w h i c h  w i l l  p u r c h a s e  t h e  p o w e r .  
T h e  c o n t r a c t  s h a l l  i n c l u d e  t h e  r e s p o n s i b i l i t y  o f  t h e  u t i l i t i e s  
to r e t u r n  a n n u a l l y  t h e  t h e  A l a s k a  P o w e r  A u t h o r i t y  1 0 %  ( i f  S e c t i o n  

* 1. b e l o w  a p p l i e s )  o r  5 %  (if s e c t i o n  2. b e l o w  a p p l i e s )  o f  t h e  a m o u n t
! a p p r o p r i a t e d  f o r  t h e  p r o j e c t .  T h i s  r e t u r n  s h a l l  h e  a s s e s s e d

c o m m e n c i n g  .on t h e  d a t e  t h a t  t h e  c o n t r a c t  is i n  e f f e c t .



Delete all of ^Section 8.

Renumber succeeding sections accordingly.



A M E N D M E N T

P a g e  6 , l i n e

d e l e t e  " n o t  t o  e x c e e d  f i v e  p e r c e n t  o f  the a m o u n t "



A M E N D M E N T

P a g e  5, l i n e  [>:

a f t e r  t h e  w o r d  " f u n d "  a d d  " f o r  e a c h  p r o j e c t "

P a g e  5, l i n e  6 :

A f t e r  (1) a n d  b e f o r e  " u n t i ] "  a d d :

" f r o m  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t "

P a g e  5, l i n e  o •

c h a n g e  " m a y "  t o  " s h a l l "

P a g e  ‘5, l i n e  12:

c h a n g e  t h e  s e m i - c o l o n  t o  a  c o m m a ,  a n d  a d d  l a n g u a g e  t o  t h e  i n t e n t  

" i n c l u d i n g  l o a n s  m a d e  a n d  g i v e  b y  t h e  s t a t e  u n d e r  ( v a r i o u s  

s t a t u t e s  a n d  s e c t i o n s  a s  l i s t e d  in S B  2 V l ) ; "



A M E N D M E N T

P a g e  2, f o l l o w i n g  l i n e  1 0 :

a d d  a  n e w  s u b s e c t i o n  (*))> t o  r e a d :

(4) d e f e a s a n c e  o f  b o n d s  s o l d  a g a i n s t  t h e  p r o j e c t . "



P a g e  2, l i n e  22:

I n  s u b s e c t i o n  (D) d e l e t e  a ] l  l a n g u a g e  f o l l o w i n g  " f o s s i l  f u e l "

a n d  p l a c e  a p e r i o d  (. ) ;

s o  t h a t  s u b s e c t i o n  (D) w o u l d  r e a d :

(D' o n  f o s s i ]  f u e l .



O f f e r e d  in t h e  HOUSE:

To I H o u s e  R e s o u r c e s

P a g e : _ 4 _______________

BY: R e p .  E r i c  S u t c l i f f e

HOUSE BILL No. _ _ _ _ _ _ _ _ _ _

SENATE BILL No. h c s  c s s s s b  2 5

L i n e :  2 9 ___________________

A d d  b e f o r e  if:

W h e n  m o n e y  is a p p r o p r i a t e d  to t h e  A l a s k a  P o w e r  A u t h o r i t y  
f o r  a  p o w e r  p r o j e c t ,  t h e  A l a s k a  P o w e r  A u t h o r i t y  s h a l l  e n t e r  
i n t o  a c o n t r a c t  w i t h  t h e  u t i l i t i e s  w h i c h  w i l l  p u r c h a s e  t h e  p o w e r .  
T h e  c o n t r a c t  s h a l l  i n c l u d e  t h e  r e s p o n s i b i l i t y  o f  t h e  u t i l i t i e s  
t o  r e t u r n  a n n u a l l y  the t h e  A l a s k a  P o w e r  A u t h o r i t y  107, ( i f  S e c t i o n
1. b e l o w  a p p l i e s )  o r  5 %  (if s e c t i o n  2. b e l o w  a p p l i e s )  o f  t h e  a m o u n t  
a p p r o p r i a t e d  f o r  t h e  p r o j e c t .  T h i s  r e t u r n  s h a l l  b e  a s s e s s e d  
c o m m e n c i n g  .on t h e  d a t e  t h a t  t h e  c o n t r a c t  is i n  e f f e c t .



E ®IF 
TOO 1 OJSOSILOTIGS

POUCHY • STATE CAPITOL 

JUNEAU. ALASKA9 9 8 I I

907-465.3800

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  M a y  4, 1981

S U B J E C T :  A m e n d m e n t  to 3rd d r a f t
H C S  C S S B  25 (Resou r c e s )

TO:

FROM:

T h e  r e q u e s t  for i n s e r t i o n  of  a c r o s s - r e f e r e n c e  to the 
p r o v i s i o n s  of  AS 3 6 . 1 C  L e l a t i n g  to " r e s i d e n t  h i r e "  c a m e  too 
la t e  to be i n s e r t e d  in the d r a f t  b e f o r e  typing. A n  a m e n d m e n t  
is e n c l o s e d .

I r e a d  A S  3 6 . 1 0 . 0 1 0  - 3 6 . 1 0 . 1 2 5  as a p p l i c a b l e  to p r o j e c t s  o f  
the A l a s k a  P o w e r  A u t h o r i t y  u n d e r  c u r r e n t  law. AS 3 6 . 1 0  says 
that t h e  p r o v i s i o n s  of the c h a p t e r  a p p l y  to c o n t r a c t s  let b y  
the state, a n d  AS 4 4 . 8 3  e s t a b l i s h e s  the A l a s k a  P o w e r  A u t h o r i t y  
as a c o r p o r a t i o n  of the state. I f i ; d it d i f f i c u l t  to b e l i e v e  
that c u r r e n t  law e x e m p t s  the P o wer A u t h o r i t y  f r o m  the p r o v i s i o n s  
of AS  36.10.

If y o u  o f f e r  the p r o v i s i o n ,  be a d v i s e d  that the r e a s o n i n g  o f  
the U.S. S u p r e m e  C o u r t ' s  d e c i s i o n  i n  H i c k l i n  v. O r b e c k ,
4 3 7  U.S. 518, 57 L . E d . 2 d  3 9 7  (1978^ [a ca s e  w h i c h  a d d r e s s e d  
l o c a l  h i r e  r e q u i r e m e n t s  o n  p r o j e c t s  i n v o l v i n g  s t a t e  l eases], 
a l m o s t  c e r t a i n l y  i n v a l i d a t e s  the m a n d a t o r y  e m p l o y m e n t  
p r o v i s i o n s  of AS 3 6 . 1 0  w i t h  r e s p e c t  to s t a t e  r e s i d e n t s .

J B C : ljb

R e p r e s e n t a t i v e  
Attn: Bob S p e e d

J o h n  B. 
L e g i s l a t i v e

E n c l o s u r e



M a y  8 , 1 9 8 1

T h e  H o n o r a b l e  T e r r y  G a r d i n e r  

C o - C h a i r m a n  
T h e  H o n o r a b l e  F r e d  Z h a r o f f  

C o - C h a i r m a n  
H o u s e  R e s o u r c e s  C o m m i t t e e  

A l a s k a  S t a t e  H o u s e  o f  R e p r e s e n t a t i v e s  
P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  C o - C h a i r m e n :

A t  y o u r  r e q u e s t ,  t h e  f o l l o w i n g  s e t s  f o r t h  m y  u n d  . s t a n d i n g  

o f  t e r m s  a n d  c o n d i t i o n s  r e l a t i n g  t o  e n e r g y  l e g i s l a t i o n .

A s  y o u  k n o w ,  I a m  c o m m i t t e d  t o  e s t a b l i s h i n g  a  c o m p r e h e n s i v e  

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

L e g i s l a t u r e .  T o w a r d  t h a t  e n d ,  I i n t r o d u c e d  H o u s e  B i l l s  3 1 0  

a n d  4 6 1 ,  a s  w e l l  a s  a n  a p p r o p r i a t i o n s  b i l l ,  H B  4 6 2 ,  e a r l i e r  

i n  t h e  s e s s i o n .  T h e s e  m e a s u r e s  w e r e  d e s i g n e d  t o  p r o m o t e  

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

t h e  l e a s t  c o s t  t o  t h e  c o n s u m e r  a n d  t h e  S t a t u .

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

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

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

a p p r o a c h  p r e f e r a b l e  t o  t h e  A d m i n i s t r a t i o n ' s  p i o p o s a l .  

M o r e o v e r ,  i f  a g r e e m e n t  o n  t h e  a b o v e  b a s i c s  h a s  n o t  b e e n  m e t ,  

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

fact n o  s u c h  " a g r e e m e n t "  t o  w h i c h  I, i n  t u r n ,  m i g h t  a g r e e .

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

t h i s  y e a r .  T h e s e  a r e  a s  f o l l o w s :

A. E n s u r e  t h a t  t h e  A P A  B o a r d  o f  D i r e c t o r s  i s  c o m p r i s e d  o f

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

L e g i s l a t u r e  a n d  G o v e r n o r .  I w o u l d  p r e f e r  a f i v e  m e m b e r  

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

A s  y o u  k n o w ,  t h e  r e s t r u c t u r i n g  o f  t h e  A P A  B o a r d  i n  s u c h



r

T h e  H o n o r a b l e  F r e d  Z h a r o f f  

M a y  8 , 1 9 8 1

P a g e  T w o

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

L e g i s l a t u r e  l a s t  y e a r  r e g a r d i n g  t h e  A I D A  a n d  A H D C  
B o a r d s .

I u n d e r s t a n d  t h e  C o m m i t t e e  i s  c o n c e r n e d  a b o u t  m a k i n g  

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

A P A .  I s u g g e s t  t h a t  a  c i t i z e n s  a d v i s o r y  c o m m i t t e e  b e  

c r e a t e d  t o  a c c o m m o d a t e  t h e s e  c o n c e r n s .  P e r h a p s  t w o  

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

a p p r o p r i a t e .

B. E n s u i  t h a t  a l l  f u n d s  a p p r o p r i a t e d  t o  t h e  A P A  a r e  

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

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

C o m m i s s i o n e r  o f  R e v e n u e  a s  i s  r e q u i r e d  o f  f u n d s  

a p p r o p r i a t e d  t o  o t h e r  S t a t e  e n t i t i e s .

C. E n s u r e  t h a t  i n c o m e  e a r n e d  f r o m  t h e  i n v e s t m e n t  o f  m o n e y  

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

a p p r o p r i a t e d  a n n u a l l y  b y  l a w .

D. E n s u r e  t h a t  t h e  n u m e r i c a l  f a c t o r s  u s e !  t o  d e t e r m i n e  t h e  

f e a s i b i l i t y  o f  a p r o j e c t  n o t  b e  s e t  b y  s t a t u t e .  T h e  

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

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

e c o n o m i c  c o n d i t i o n s .

A d d i t i o n a l l y ,  I b e l i e v e  i t  a p p r o p r i a t e  t h a t  u l t i m a t e l y  a l l  

p r o j e c t s  h a v e  k e y e d  >.nto t h e i r  r a t e  s t r u c t u r e  a n  e q u i t y  

r e t u r n  o n  t r u e  c o s t s .  L a c k i n g  e c m e  s u c h  " m a r k e t  t e s t "  t o  

s c r e e n  o u t  t h e  " l e m o n s "  i t  w o u l d  b e h o o v e  e v e r y  c o m m u n i t y  t o  

s t r i v e  f o r  a p r o j e c t  n o  m a t t e r  t h e  c o s t .  H o w e v e r ,  w i t h  t h e  

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

a d d r e s s i n g  t h i s  i s s u e  a t  t h i s  t i m e .  M e a n w h i l e ,  a t  t h e  v e r y  

l e a s t ,  h o w e v e r ,  a  m i n i m a l  5 %  r e t u r n  o n  e q u i t y  a s  p r o p o s e d  i n  

t h e  o r i g i n a l  " a g r e e m e n t "  m u s t  b e  r e t a i n e d .  I w a n t  t o  m a k e  

c l e a r  t h a t  i t  i s  m y  i n t e n t  —  a n d ,  a > u n d e r s t a n d  it, a l s o  

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

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



T h e  H o n o r a b l e  T e r r y  G a r d i n e r  

T h e  H o n o r a b l e  F r e d  Z h a r o f f  

M a y  8 , 1 9 8 1

P a g e  T h r e e

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

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

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

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

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

c o n s i d e r  a n  e x p a n s i o n  o f  p o w e r  p r o d u c t i o n  a s s i s t a n c e  t o  

c o v e r  u s a g e  a b o v e  t h e  2 0 0  k w h  p r o p o s e d  s o  l o n g  a s  t h i s  d i d  
n o t  e x c e e d  6 0 0  k w h  s o  l o n g  a s  t h e  c a p  w a s  n o  g r e a t e r  t h a n  

4 0 C .  T o  g o  b e y o n d  t h i s  w i t h o u t  f i r s t  e x p e r i e n c i n g  a c t u a l  

c o s t s  w o u l d  b e  m o s t  i m p r u d e n t .

I t  s h o u l d  b e  m a d e  c l e a r  t h a t  w h i l e  I a m  r e a d y  t o  w o r k  o u t  a 

c o m p r o m i s e  o n  S B  2 5 ,  I h a v e  n o t  m a d e  a n y  c o m m i t m e n t s  o n  

c o m p a n i o n  f u n d i n g  l e g i s l a t i o n ,  S B  2 6.
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TO: Rop. T e r r y  G a r d i n e r ,  c o - c h a i r m a n
Rep. F r e d  Z h a r o f f ,  c o - c h a i r m a n  
M e m b e r s  of  the C o m m i t t e e

FROM: B o b  S p e e d ,  A. A.

RE: G o v e r n o r ' s  r e q u e s t e d  a m e n d m e n t s  to H C S  C S S S S B  25 (Res) *

H ouse o f Representatives
Committee on Resources

---------- IikrckV

State Capitol
] 9  3 1 Juneau, Alaska 99811

T err; Gardiner, Co-Chairman 
Fred F. Zharoff, Co-Chairman 
465-3715 MEMO: M a y  6,

A t t a c h e d  are f i v e  a m e n d m e n t s  to H C S  C S S S S B  25 ( R e s o u r c e s )  w h i c h  
Gov. H a m m o n d  a s  r e q u e s t e d  the C o m m i t t e e  tc c o n s i d e r  for a d o p t i o n  
by the C o m m i t t e e .

T h e y  a r e  n u m b e r e d  s e p a r a t e l y ,  in o r d e r  of p o s i t i o n  in the b i l l  
(Draft III). I h a v e  i n c l u d e d  s h o r t  e x p l a n a t i o n s  o f  e a c h  one on 
the p a g e  of th i s  m e m o  on w h i c h  e a c h  a m e n d m e n t  a p p e a r s .



A M E N D  M E H T // 1 

P a ge 2 , l i n e  2 4 - 2 9  ( I N V E S T M E N T  O F  F U N D ) :

o

S e c t i o n  4 4 . 8 3 . 4 3 0  Is a m e n d e d  to read:

Sec. 4 4 . 8 3 . 4 3 0 .  I N V E S T M E N T  O F  F U ND. T h e  D e p a r t m e n t  o f  R e v e n u e  

s h a l l  i n v e s t  m o n e y  in the f u n d  in. a c c o r d a n c e  w i t h  AS  3 7 . 1 0 . 0 7 0  and 

3 7 . 1 0 . 0 7 5 .  T h e  D e p a r t m e n t  of  R e v e n u e  s h a l l  p r o v i d e  m o n e y  in the 

fund to the a u t h o r i t y  a f t e r  the a m o u n t  of a n  e x p e n d i t u r e  for a 

p r o j e c t  is d e t e r m i n e d .

T h i s  a m e n d m e n t  d e l e t e s  the r e q u i r e m e n t  for R e v e n u e  to p r o v i d e  
a p p r o p r i a t i o n s  t o  A P A  at tlie b e g i n n i n g  o f  t h e  f i s c a l  y e a r ,  a n d  
I n s t e a d  r e q u i r e s  f u n d s  to be d i s b u r s e d  o n l y  as c o s t s  are i n c u rred.

//////



A_ M  E N D M E N T // 2

A m e n d i n g  Sec. 8 3 . M 0 ( b )

Delet a l l  l a n g u a g e  a f t e r  " f u n d  s h a l l  be" t o  li n e  17; a n d  in its 
place a d d  the f o l l o w i n g :

" d e p o s i t e d  in  t h e  g e n e r a l  f id and m a y  be  a n n u a l l y  a p p r o p r i a t e d  

to t h e  fu n d  by the l e g i s l a t u r e . "

S u b s e c t i o n  (b) w o u l d  t h e n  read:

"(b) I n c o m e  e a r n e d  f r o m  i n v e s t m e n t  o f  m o n e y  a p p r o p r i a t e d  to the 

fund shall be d e p o s i t e d  in the g e n e r a l  f u n d  and m a y  be a n n u a l l y  

a p p r o p r i a t e d  to the fund by the l e g i s l a t u r e . "

P a n e  3, l i n e s  9-1.7 ( A L L O T M E N T  T O  P R O J E C T S ) :

T h i s  a m e n d m e n t  r e q u i r e s  t h a t  I n c o m e  e a r n e d  f r o m  i n v e s t m e n t  of  
m o n e y  a p p r o p r i a t e d  to the P o w e r  D e v e l o p m e n t  F u n d  be- a p p r o p r i a t e d  
a n n u a l l y  by law, i n s t e a d  of b e i n g  a l l o t t e d  to  p r o j e c t s  w i t h o u t  
a p p r o p r i a t i o n .

////



P a g e  4, line ( R E V E N U E  R E Q U I R E M E N T S ) :

A m e n d  S e c t i o n  4 4 . 8 3 . 4 7 0  :‘

On l i n e  3

Aft'vr " u n l e s s ,  a d d  " , a f t e r  c o n d u c t i n g  a ' .feasibility s t u d y 

u n d e r  A S  44.83, 11 a n d  c o n t i n u e  w i t h  s u c c e e d i n g  b i l l  language.

On l i n e  9:

d e l e t e  "and"

On l i n e  11:

c h a n g *  the p e r i o d  to a s e m i - c o l o n ,  a n d  a d d  " a n d "

F o l l o w i n g  l i n e  11:

a d d  a n a w  s u b s e c t i o n  (4), to r e ad:

"(4) the r a t e  of  r e t u r n  s p e c i f i e d  i n  A S  4 4 . 8 3 . 4 9 0 . "

T h i s  a m e n d m e n t  s p e c i f i e s  t h a t  the a u t h o r i t y  m u s t  d e t e r m i n e  that 
a p r c n o s e d  p r o j e c t  w i l l  p r o v i d e  r e v e n u e  s u f f i c i e n t  to c o v e r  c e r t a i n  
s p e c i f i e d  e x p e n s e s .  It a l s o  r e q u i r e s  t h a t  r e v e n u e s  be sufficient, 
to g u a r a n t e e  the S t a t e ' s  r e t u r n  on i t s  i n v e s t m e n t  u n d e r  S u b s e c .  490

////////



A M E N D M E N T * * *

A m e n d i n g  Sec. 4 4 . 8 3 . ^ 9 0 .

d e l e t e  a l l  o f  e x i s t i n g  s u b s e c t i o n  *190 (a) a n d  r e l e t t e r’ e x i s t i n g  

s u b s e c t i o n  (b) as (a).

Page *i, li n e  .18 ( S A L E  OF P O W E R  F R O M  P O W E R  P R O J E C T ) :

S t a r t i n g  on p a g e  *1, l i n e  29> d e l e t e  a l l  o f  e x i s t i n g  s u b s e c .  (b) 

(new s u b s e c .  (a)) f o l l o w i n g  the w o r d s  " p o w e r  p r o j e c t . "

A n e w  s e n t e n c e  is t h e n  a d d e d  a f t e r  " p o w e r  p r o j e c t . "  to read:

" T h e  w h o l e s a l e  p o w e r  r a t e  s h a l l  be e s t a b l i s h e d  as f o l l o w s : "

On l i n e  9*'

c h a n g e  " m ay" t o  " s h a l l "

on l i n e  ..0-12:

d e l e t e  a l l  l a n g u a g e  a f t e r  " w h i c h "  a n d  a d d  in its p l a c e :  

" p r o v i d e s  a n n u a l  r e v e n u e  s u f f i c i e n t  to pay

(A) o p e r a t i o n ,  m a i n t e n a n c e ,  a n d  e q u i p m e n t  r e p l a c e m e n t  c o s t s  

of the p o w e r  p r o j e c t ;

(D) d e b t  s e r v i c e  c o s t s  of t h e  p o w e r  p r o j e c t ;

(C) s a f e t y  i n s p e c t i o n s  and i n v e s t i g a t i o n s  o f  t h e  p o w e r  

p r o j e c t  by t h e  a u t h o r i t y ;  and

(D) a r a t e  of  r e t u r n  on the a m o u n t  I n v e s t e d  in the p o w e r  

p r o j e c t  by the a u t h o r i t y  of f i v e  p e r c e n t .  *

( e x p l a n a t i o n  f o l l o w s  n e x t  p a g e ) __
i-1 .. I , - —  —



( A M E N D M E N T  IlH, c o n t i n u e d ) ____
( e x p l a n a t i o n  only)

The f i r s t  p a r t  of t h e  a m e n d m e n t  d e l e t i n g  s u b s e c t i o n  (a) 
d e l e t e s  the AF'A's a u t h o r i t y  to set i n d u s t r i a l  rates.

The s e c o n d  p a r t  of the a m e n d m e n t  r e q u i r e s  t h e  a u t h o r i t y  to 
e s t a b l i s h  w h o l e s a l e  r a t e s  n e c e s s a r y  to p r o v i d e  a r a t e  of  r e t u r n  
on the S t a t e ' s  i n v e s t m e n t  in p r o j e c t s  in a d d i t i o n  to  m e e t i n g  o t h e r  
costs s u c h  as o p e r a t i o n  and m a i n t e n a n c e .  T h e  r a t e  of  r e t u r n  s h a l l  
not be  less t h a n  f i v e  p e r c e n t  a n n u a l l y  f r o m  e a c h  p r o j e c t  of the 
a m o u n t  ( a d j u s t e d  a n n u a l l y  for I n f l a t i o n )  w h i c h  is i n v e s t e d  in the 
p r o j e c t  b e f o r e  t o t a l  p r o d u c t i o n  c a p a c i t y  e x c e e d s  500 m e g a w a t t s .  T h e  
rate o f  r e t u r n  s h a l l  be not less t h a n  t h r e e  p e r c e n t  a n n y a l i y  f r o m  
all p r o j e c t s  o f  the a m o u n t  ( a d j u s t e d  f o r  i n f l a t i o n )  i n v e s t e d ,  a f t e r  
t o tal p r o d u c t i o n  c a p a c i t y  exceeds 500 m e g a w a t t s .

The a b o v e  d e l e t e s  a l l  r e f e r e n c e  to $5 b i l l i o n  a n d  p r e s e r v e s  a 
rate o f  r e t u r n  on I n v e s t m e n t  a f t e r  500 MW, but r e d u c e d  f r o m  
5# to 3$. The r e v e n u e s  r e q u i r e d  f r o m  p r o j e c t s  a f t e r  500 M W  is ro 
Ion ?r tied to f u n d i n g  o f  p o w e r  p r o d u c t i o n  co s t  a s s i s t a n c e .

/////'//
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Bob Speed

Peter Freer TP
May 11, 1981

Technical Amendment to 

HCS CSSSSB 25 (Resources)

Add "E" below:

(4) "qualified utility" means any oV the following which the authority 

determines is capable of operating and maintaining a power project 

of the kind and magnitude which has been constructed or is to be 

constructed to provide power for a market area:

(A) A corporation organized under the Alaska Non-Profit

Corporation Act (AS 10.20);

(B) An electric cooperative organized under the Electric and 

Telephone Cooperative Act (AS 10.25);

(C) A public utility which generates, transmits, or distributes 

electrica) service to the public;

(D) A regional electric authority (AS 18.57); or

(E ) A private, for-profit utility (AS 42.05.701)

PF:jp

a
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Terry Gardiner, Co-Chairman 
Fred F. Zharoff, Co-Chairman 
465-3715

jlta te  ‘J le p

House of Representatives

Committee on Resources

A M E N D M E N T

Pouch V 
State Capitol 

Juneau, Alaska 99811

A n e w  s e c t i o n  is a d d e d  to H C S  C S S S S B  25 ( R e s o u r c e s ), p r o v i d i n g  
i n t e n t  that:

*Sec. . C o m m u n i t i e s  s e r v e d  b y  p r o j e c t s  b u i l d  u n d e r  the

( 1 )
P o w e r  D e v e l o p m e n t  F u n d  s h a l l  c o o p e r a t e  w i t h  a p p r o p r i a t e  state 

a g e n c i e s  i n c l u d i n g ,  but not l i m i t e d  to, the A l a s k a  P u b l i c  U t i l i t i e s  

C o m m i s s i o n ,  t h e  A l a s k a  P o w e r  A u t h o r i t y ,  the A l a s k a  E n e r g y  Center, 

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  in the D e p a r t m e n t  of 

C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t ,  and the d i v i s i o n  of b u s i n e s s  

lo ans in the D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  to 

i m p l e m e n t  c o s t - e f f e c t i v e  e n e r g y  c o n s e r v a t i o n  m e a s u r e s  for 

r e s i d e n c e s ,  c o m m e r c i a l  and p u b l i c  b u i l d i n g s ,  and i n d u s t r i e s ;

(2) s h a l l  w o r k  w i t h  a p p r o p r i a t e  s t a t e  a g e n c i e s ,  I n c l u d i n g  

the d i v i s i o n  of enerp„y and p o w e r  d e v e l o p m e n t  arid the A l a s k a  

E n e r g y  C e n t e r ,  to d e v e l o p  c o m p r e h e n s i v e  l o c a l  and r e g i o n a l  e n e r g y  

p l a n s  to d e v e l o p  a d a t a  bs.se for future e n e r g y  d e v e l o p m e n t  and 

enerpjy c o n s e r v a t i o n  b a s e d  on e n e r g y  e n d  use i n c l u d i n g ,  but not 

l i m i t e d  to, e l e c t r i c a l  ne e d s ,  s p ace h e a t i n g  needs, u t i l i z a t i o n  

of w a s t e  heat, e n e r g y  c o n s e r v a t i o n  and t r a n s p o r t a t i o n  fuel needs.

////
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Teny Gardiner, Co-Chairman 
Fred F. Zharoff, Co-Chairman 
465-3715 HCS CSSSSB 25 (Res)

Pouch V 
State Capitol 

Juneau, Alaska 99811

AMENDMENTS

1. Page 5, line 28. Add:

(e) annual costs of energy conservation programs, alternative 

energy systems, energy research and development.

2. Page 6, line 3 - 1 3  are amended to read:

(d) The legislature may appropriate to the authority the amount 

required ’aider AS.85.470 frctn the amount collected under (b) (1) and (2) 

of this section which the cotrmissioner of revenue estimates will be 

deposited into the general fund for paying costs of operating and 

maintaining power projects which it acquired or constructed as part of 

the energy program for Alaska. The balance of the amount determined 

under (b) (1) and (2) of this section which the carmissioner of revenue 

estimates will be deposited into the general fund may' be appropriated by 

the legislature to the power production costs assistance fund and to pay 

the costs of energy conservation programs, alternative energy systems, 

energy research and development.

i



C I T Y  O F  W R A N G E L L ,  A L A S K A

R E S O L U T I O N  NO. 4 - 8 1 - 1 2 6

A  R E S O L U T I O N  OF T H E  C O U N C I L  OF T H E  C I T Y  OF 
W R A N G E L L ,  A L A S K A ,  U R G I N G  P A S S A G E  O F  C O M M I T T E E  

S U B S T I T U T E  F O R  S P O N S O R  S U B S T I T U T E  F O R  S E N A T E  
B I L L  No. 25 (FINANCE) am A N D  C O M M I T T E E  S U B S T I­
T U T E  F O R  S E N A T E  B I L L  No. 26 ( F I N A N C E )  B Y  T H E  
S T A T E  H O U S E  OF R E P R E S E N T A T I V E S .

W H E R E A S ,  the C o u n c i l  of t h e  C i t y  o f  W r a n g e l l ,  A l a s k a ,  r e c o g ­
n i z e d . t h e  t r e m e n d o u s l y  h i g h  c o s t  o f  p r o d u c i n g  e l e c t r i c i t y  b y  d i e s e l  
g e n e r a t i o n  a n d  a c t i v e l y  p u r s u e d  T y e e  La k e  H y d r o e l e c t r i c  P r o j e c t  
t h r o u g h  T h o m a s  Bay P o w e r  C o m m i s s i o n  and A l a s k a  P o w e r  A u t h o r i t y ; a n d

W H E R E A S ,  S e n a t e  B i l l  No. 25 a n d  S e n a t e  B i l l  No. 26, w h i c h  
w o u l d  p r o v i d e  the n e c e s s a r y  f u n d i n g  for T y e e  La k e  H y d r o e l e c t r i c  
P r o j e c t  as w e l l  as o t h e r  h y d r o e l e c t r i c  p r o j e c t s  in A l a s k a ,  p a s s e d  
the A l a s k a  S t a t e  S e n a t e  w i t h  o v e r w h e l m i n g  s u p p o r t ;  and

W H E R E A S ,  S e n a t e  Bill No. 25 a n d  S e n a t e  B i l l  No. 26 h a v e  b e e n  
held in the H o u s e  R e s o u r c e s  C o m m i t t e e  s i n c e  M a r c h  12, 1981, e v e n  
t h o u g h  a m a j o r i t y  of H o u s e  m e m b e r s  h a v e  i n d i c a t e d  t h e i r  s u p p o r t  o f  
the S e n a t e  v e r s i o n s  of  the B i l l s ,  w h i c h  w o u l d  p r o v i d e  c o n s u m e r s  
w i t h  an e c o n o m i c a l  s o u r c e  o f  e l e c t r i c  p o w e r ;  and

W H E R E A S ,  the H o u s e  R e s o u r c e  C o m m i t t e e  H e a r i n g s  h e l d  on  S e n a t e  
Bill No. 25 and S e n a t e  Bill No. 26 r e c e i v e d  o u t s t a n d i n g  s u p p o r t  
•‘’•oiii r e s i d e n t s  and g r o u p s  t h r o u g h o u t  A l a s k a .

NOW, T H E R E F O R E ,  BE IT R E S O L V E D  BY T H E  C O U N C I L  OF T H E  C I T Y  O F  
W R A N G E L L ,  A L A S K A ,  t h a t  the C i t y  of W r a n g e l l  s u p p o r t s  t h e  S e n a t e  
v e r s i o n s  of  S e n a t e  Bi l l  No. 25 and S e n a t e  B i l l  No. 26. Be it 
f u r t h e r  r e s o l v e d  that the S t a t e  H o u s e  be u r g e d  to e x p e d i t e  p a s s a g e  
cl' t h e  B i l l s  w i t h o u t  c o m m i t t e e  s u b s t i t u t e s  t h a t  w o u l d  d i l u t e  the 
long r a n g e  b e n e f i t e  A l a s k a  r e s i d e n t s  w i l l  r e c e i v e  in p r e s e n t  form, 
as p a s s e d  by  the S t a t e  Senate.

P A S S E D  A N D  A P P R O V E D : ___________________ A P R I L  14.______________________ , 1981.



April 8, 1981

Representative Fred F. Zharoff 

Pouch V

Juneau, Alaska 99811 

Dear Representative Zharoff:

The City Council of the City of Petersburg, at their regular

meeting of April 6, 1981, unanimously passed a motion in support

of Senate Bill 25 and 26, as amended.

The City would like to go on record in support of these bills and

urges the legislature to pass SB 25 and 26 establishing a power 

project development fund in the Alaska Power Authority and amending 

the Alaska Power Authority Act and making special appropriations 

to the Alaska Power Authority for energy projects and for the 

power production cost assistance program.

Sincerely,

Tom Wood, Acting Mayor 

City of Petersburg

/pic



HCS C S S S S B  25 (Res)

1. P a g e  5, l i nes 13 - 28 a r e  a m e n d e d  to read:

(2) b e g i n n i n g  J u l y  1 o f  t h e  f i r s t  f i s c a l  y e a r  f o l l o w i n g

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

a c q u i r e d  o r  c o n s t r u c t e d  b y  t h e  a u t h o r i t y  u n d e r  the e n e r g y  p r o g r a m

f o r  A l a s k a  e x c e e d s  500 m e g a w a t t s ,  t h e  authorit}' s h a l l  e s t a b l i s h

and m a i n t a i n  a s i n g l e  w h o l e s a l e  p o w e r  r a t e  a p p l i c a b l e  to all

p o w e r  p r o j e c t s  w h i c h  it has a c q u i r e d  or  c o n s t r u c t e d  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 ;  t h e  w h o l e s a l e  p o w e r  r a t e  s h a l l  b**

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

five  p e r c e n t  o f  t h e  a m o u n t  w h i c h  the a u t h o r i t y  has i n v e s t e d  in
S S u u f i g

the p o w e r  p r o j e c t  f r o m  t h e  f u n d  o r  the r a t e  w h i c n  t h e  a u t h o r i t y  

e s t i m a t e s  is n e c e s s a r y  to p r o d u c e  r e v e n u e  w h i c h  is s u f f i c i e n t  

to p a y

(A) o p e r a t i o n ,  m a i n t e n a n c e ,  and e q u i p m e n t  r e p l a c e m e n t  

c o sts o f  t h e  p o w e r  p r o j e c t s ;

(B) debt s e r v i c e  c o s t s  o f  the p o w e r  p r o j e c t s ;

(C) s a f e t y  I n s p e c t i o n s  and i n v e s t i g a t i o n s  o f  the p o w e r  

p r o j e c t s  b y  t h e  a u t h o r i t y ;  and

O )  a n n u a l  c o s t s  o f  the p o w e r  p r o d u c t i o n  cost a s s i s t a n c e  

p r o g r a m  (.AS 44.83. 162) 

w h i c h e v e r  is g r e a t e r .

2. P a g e  6, lines 3 - 1 3  are a m e n d e d  to read:

(d) T h e  l e g i s l a t u r e  m a y  a p p r o p r i a t e  to the a u t h o r i t y  t h e  

a m o u n t  r e q u i r e d  under:'AS 4 4 . 8 5 . 4 7 0  f r o m  t h e  a m o u n t  c o l l e c t e d

A M E N D M E N T S  B Y  V A S K A



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

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

for p a y i n g  c osts o f  o p e r a t i n g  a n d  m a i n t a i n i n g  p o w e r  p r o j e c t s  

w h i c h  it a c q u i r e d  o r  c o n s t r u c t e d  as p a r t  o f  t h e  e n e r g y  p r o g r a m  

for A l a s k a .  T h e  b a l a n c e  o f  the a m o u n t  d e t e r m i n e d  tinder (b) (1) 

and (2) o f  this s e c t i o n  w h i c h  t h e  c o m m i s s i o n e r  o f  r e v e n u e  e s­

tim a t e s  w i l l  b e  d e p o s i t e d  i n t o  t h e  g e n e r a l  f u n d  m a y  b e  ap- 

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

a s s i s t a n c e  f u n d  and to p a y  t h e  c o s t s  o f  e n e r g y  c o n s e r v a t i o n  

p r o g r a m s , a l t e r n a t i v e  e n e r g y  s y s t e m s ,  e n e r g y  r e s e a r c h  and d e v e l o p

m e n t  , a n d  c o sts r e l a t e d  to e n e r g y  p r o d u c t i o n  a n d  u s e . - i n c l u d i n g __

but n o t  l i m i t e d  to e l e c t r i c i t y ,  s p a c e  h e a t i n g  and t r a n s p o r t a t i o n .

P a g e  2

//////



Problem - existing scenario provides little or no incentive f o r  u t i l i t i e s  

in the 15* - 40* cost range to hold utility costs down, p a r t i c u l a r l y  w h e n  

m ost customers consumption level is below the subsidy ceili n g .  T h i s  i n c e n t i v e  

is curr e n t l y  provided because the subsidy is only applied to t h e  p r o d u c t i o n  

portion of the power cost to the consumer. The local c o n s u m e r  is t he b e s t  

w atc h d o g  for local level efficiency and incentive is needed t o  e n c o u r a g e  
efficiency. .

Proposal - S u b s i d y  based on the following formula:

Floor - 12*, increasing 2* annually for inflation.

S u b s i d y  provided on costs over 12*.

S u b s i d y  = 100% of cost or formula, w h i c h e v e r  is l o w e r .

Subsidy Formula - 110% - (C-F) = % Subsidy 

C = cost in cents 

F '=. Floor in cents

Example - C o n s u m e r  Cost - 25*

Floor Cost - 12*

110 - (25-12) = 97% subsidy

EXPANSION

110% - (C-F)

Cost

20
22
25

30

35

40

45

50

60

115% - (C-F)

Cost

20

22
25

30

35

40

45

50

60

S u b s i d y

-08.0

- 10.0
- 12.6
-16.6
- 20.1
-23.0

-25.4

-27.4

-29.8

Subsidy

-08.0

- 10.0
-13.0

-17.5

- 21 .2
-24.4

-27.1

-29.3

-29.8

Percentage

100%
97%

92%

87%

82%

77%

72%

62%

N e t  C o s t  

12*
12*
12.4*
13.4*
14.9*
17.0*
19.6*
22.6*
30.2*

Percentage

97%

92%

87%

82%

77%

67%

N e t  C c s t  

12*
12*
12*
1 2 . 5 * 
13.8* 
15.6* 
17.9* 
20.7* 
30.2*



Cost S u b sidy Percentage N e t  C o s t
20 -09.0 1 1 *

2 2  - 1 1 . 0  1 1 *

25 -13.9 1 1 . 1 *
30 -18.4 1 1 . 6 *

35 -22.3 97% 1 2 . 7 *

40 -25.8 92% 1 4 . 2 *

45 -28.7 87% 1 6 . 3 *

50 -31.2 82% 1 8 . 8 *

60 -34.6 72% 2 5 . 4 *



A M E N D M E N T

A S  44.83.177 (a) and (b) are amended to read:

Sec. 44.83.177. Reconnaissance stud/, (a) T o  identify p c w e r  

project alternatives and energy needs and consumption pat± ems for a  

cccmunity,' the authority shall, after consultation w i t h  other state 

agencies and after re vie*; of information on alternative sources o f  

power/ complete a reconnaissance study for each proposed n e w  p c w e r  

project.

(b) A  reconnaissance study shall

(1) survey all energy [power]] sources available t o  tht 

cammunity and adjacent area and evaluate the relative economic m e r i t s  o f  

alternative sources o f  energy, including energy conservation and capture 

and utilization  of waste energy as provided for in Sec. 170 (1) (B).

(A) for potential hydroelectric sites, the study shall 

include one-year data collection on water flow

(E) the study shall include one-year evaluation 

• collection of data on  wind speed, direction and other information 

valuable to development of wind generation.

(2) include an assessment of the tJtal energy needs o f  the 

ccmnunity, including but not limited to, electricity, space heating, and 

transportation fuels based on end u ~: of the energy;

(3) include an assessment of the effect o f  the development o f  

alternative sources of energy {''power] on the environment so as to assure 

that there is no adverse effect to the environment w h i c h  would m a k e  the 

project inadvisable;

(4) include public comment from residents of the community 

and adjacent areas.

(c) Remains the same as existing law.

(d) the authority shall consult with the division o f  energy a n d  

pcwer development in the department of Commerce and Economic 

Development, .and with the Alaska Energy Center of t h e  Department o f  

Administration to determine the information needed for their respective



purposes for e*«^.a r .

reconnaissance study.

(e) the reconnaissance study shall be part of the energy p l a n n i n g  

process leading to development of a comprehensive energy plan as 

provided for under AS  44.83.224.



*
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L a w

O r i g i n a l  s p o n s o r s :  K e r t t u l a ,  D a n k w o r t h ,
Z i e g l e r ,  e t  al

I N  T H E  S E N A T E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

H O U S E  C S  F O R  CS F O R  S P O N S O R  S U B S T I T U T E  F O R  S E N A T E  B I L L  N O .  2 5  ( R e s o u r c e s )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to t h e  A l a s k a  P o w e r  A u t h o r i t y ,  a m e n d ­

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 ,  a n d  p r o v i d i n g  f o r  

t h e  i n v e s t m e n t  of m o n e y  a p p r o p r i a t e d  f o r  p o w e r  p r o j e c t  

of t h e  A l a s k a  P o w e r  A u t h o r i t y ;  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 . "

BE I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

. * S e c t i o n  1. A S  4 4 . 8 3  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  t o  r e a d :

A R T I C L E  8. E N E R G Y  P R O G R A M  F O R  A L A S K A .

S e c .  4 4 . 8 3 . 4 0 0 .  P R O G R A M  E S T A B L I S H E D .  (a) T h e  e n e r g y  p r o g r a m  for 

A l a s k a  is e s t a b l i s h e d .  T h e  p r o g r a m  s h a l l  b e  a d m i n i s t e r e d  b y  t h e  a u t h o i  

i t y .

(b) T h e  e n e r g y  p r o g r a m  f o r  A l a s k a  is a p r o g r a m  b y  w h i c h  t h e  

a u t h o r i t y  m a y  a c q u i r e  o r  c o n s t r u c t  p o w e r  p r o j e c t s  w i t h  m o n e y  a p p r o -  

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

A S  4 4 . 8 3 . 4 1 0 .  A  p o w e r  p r o j e c t  m a y  b e  a c q u i r e d  o x  c o n s t r u c t e d  a s  p a r t  

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

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

i n  A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 7 .

S e c .  4 4 . 8 3 . 4 1 0 .  P O W E R  D E V E L O P M E N T  F U N D  E S T A B L I S H E D .  ( a )  A  p o w e :  

d e v e l o p m e n t  f u n d  is e s t a b l i s h e d  i n  t h e  A l a s k a  P o w e r  A u t h o r i t y  t o  c a r r y  

o u t  t h e  p u r p o s e s  of t h e  e n e r g y  p r o g r a m  f o r  A l a s k a  ( A S  4 4 . 8 3 . 4 0 0  -

4 4 . 8 3 . 5 0 0 ) .

(b) T h e  f u n d  i n c l u d e s

a l l  m o n e y  a p p r o p r i a t e d  t o  i t  b y  t h e  l e g i s l a t u r e ' ^ & a d ^ '
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«f3-j iiifce.rc.at e a r n e d  b y  r f  m e r r y  *-n- t~T~ir f n n r 1 ^iyg

Lag- Dapcii Liiign-c— -e f  P m v i a r . w e ^

S e c .  4 4 . 8 3 . 4 2 0 .  U S E  O F  F U N D  B A L A N C E .  (a) T h e  f u n d  m a y  b e  u s e d  

b y  t h e  a u t h o r i t y  to p r o v i d e  m o n e y  f o r

(1) r e c o n n a i s s a n c e  a n d  f e a s i b i l i t y  s t u d i e s  a n d  p o w e r  p r o j e c t  

f i n a n c e  p l a n s  p r e p a r e d  u n d e r  AS  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 1 ;

(2) t h e  c o s t  o f  a p o w e r  p r o j e c t ,  i n c l u d i n g  b u t  n o t  l i m i t e d  

to  c o s t s  of  a c q u i r i n g  n e c e s s a r y  l i c e n s e s ,  p r e p a r i n g  e n g i n e e r i n g  d e s i g n s  

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

(3) t h e  p o w e r  p r o d u c t i o n  c o s t  a s s i s t a n c e  f u n d  ( A S  4 4 . 8 3 . 1 6 2 )  

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

f o r  a p o w e r  p r o j e c t  w h i c h

(1) m e e t s  t h e  r e v e n u e  r e q u i r e m e n t s  o f  A S  4 4 . 8 3 . 4 7 0 ;  a n d

(2) o p e r a t e s  or  w i l l  o p e r a t e

(A) o n  r e n e w a b l e  e n e r g y  r e s o u r c e s ,  i n c l u d i n g  b u t  n o t  

l i m i t e d  to h y d r o e l e c t r i c  p o w e r ,  w i n d ,  b i o m a s s ,  t i d a l  o r  s o l a r  

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

p h y s i c a l  p r o p e r t i e s  of t h e  o c e a n ;

(B) o n  co a l  o r  p e a t ;

(C) o n  e n e r g y  d e r i v e d  f r o m  w a s t e  h e a t  f r o m  t h e r m a l  

g e n e r a t i n g  p l a n t s ;  o r

(D) o n  f o s s i l  f u e l  i f  n o n e  o f  t h e  o t h e r  r e s o u r c e s  o r

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

S e c .  4 4 . 8 3 . 4 3 0 .  I N V E S T M E N T  O F  F U N D .  T h e  D e p a r t m e n t  o f  " R e v e n u e  
rnoneu in. .

s h a l l  i n v e s t  n  t h e  balance.— ox t h e  f u n d  w h i e h  ' t x t e e d s — t h e  a. mu m i  L— t h e 59 

•a u t h o r i t y  d e t e r m f n e -a --i-O'-n e e c a -o-a r y  to m e e t  r e q u i r e m e n t s — o f  A S  4 4 . '0 3 '. 4 2 -8** 

d u r i n g  -t h e  e u -r-r c n t  fi-se a l —  y o &s-.— A n -i n v c s  t ment— b y  t h e  D c p a r t e c a t - c f i ^  

■R e v e n u e  u n d e r —  th i s  s u b -seet-i o n  s h e l l  b c '-raad-^'in a c c o r d a n c e  w i t h  A S  3 7 . -

1 0 . 0 7 0  a n d  37. 1 0 . 0 7 5 .
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S e c .  4 4 . 8 3 . 4 4 0 .  A L L O T M E N T  T O  P R O J E C T S .  ( a )  T h e  a u t h o r i t y  s h a l l  

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

p o w e r  p r o j e c t

(1) a p p r o v e d  i n  a c c o r d a n c e  w i t h  A S  4 4 . 8 3 . 1 8 5 ;  andl

(2) f o r  w h i c h  a n  a l l o c a t i o n  is m a d e  f r o m  a n  a p p r o p r i a t i o n .
k*

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

p r o j e c t .

(b) I n c o m e  e a r n e d  f r o m  i n v e s t m e n t  of m o n e y  a p p r o p r i a t e d  t o  thed*po$cfed ur\ the. acn&icJ 4uf)d a n d  m a n  annuoM xi
f u n d  s h a l l  be/lal-l-ott-ed b y  t h e  a u t h o r i t y - u -o - p o w e r — p r o j o u t :d i o r  w h i -e V ^ T

(xppttophtixfed io  th e  -Auod by th e legislature..
a p p r o p r i a t i o n s -h a v e ■ -b e e n -m a d e  -b y -' l a w - .— T h e  a-11 otreeft-t— a-h e l  1 b e  b a » ed— rri 

t h e  a m o u n t - o f  -invec-t-m e n t - i n c o r a G - e a r n e d - d u r i n g -e a c h - s t a t e  f -j g -c a l  yoasf'

■ n r - n f  r p r —wb j - pvh — E h p - 1  f> g i  r . l  . i h i r n - a p p r -n p .-c-i .a r a rL  m n n o y  t - »

A n - a l -lo t m e n t - of— i-n G o m e  ■ u n d e r - this ■G u b e e erti-o n - -shal-1— b e  -m a d e  t o --cnclrr~ 

p o w a r--p r o j e ct -f o r - w h i c h  a- s p a ci.f.ic- a .p p r o p r i a t i o n - h a s b e a n  m a d o  i n 7"' 

p r o p o r t i o n  to t h e - u n e xper-d e d - a m o u n t  -appr-opr-i-at-e d — f e r— t h a t  - p g o -j e e t - a o ' a  

p e r c e n t a g e  -o f  t h e — tot-al— a m o u n t  -a p p r o p r -i-at-ed - b y  t h e - - l e g i a l a t u r e — t-o - t h cr1''

S e c .  4 4 . 8 3 . 4 5 0 .  R E A P P R O F R I A T I O N  O F  F U N D  B A L A N C E .  ( a )  I f  a p o w e  

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

a m o u n t  a p p r o p r i a t e d  t o  i t  m a y  b e  r e a p p r o p r i a t e d  t o  o t h e r  p o w e r  p r o j e c t  

b y  t h e  l e g i s l a t u r e .

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

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

A S  4 4 . 8 3 . 1 8 1  (b) a n d  o n l y  i f  t h e  p r o j e c t  w i l l  s e r v e  t h e  m a r k e t  a r e a  t h a  

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

t u r e  a n d  n o t  c o n s t r u c t e d .

.Sec. 4 4 . 8 3 . 4 6 0 .  L A P S E  O F  E X C E S S  A P P R O P R I A T I O N S .  I f  a t  t h e  e n d  o  

c o n s t r u c t i o i .  o f  a p o w e r  p r o j e c t  a p p r o p r i a t i o n s  f o r  t h e  p o w e r  p r o j e c t  

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

- 3- H C S  C S S S S B  2 5 ( R e s )
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p— (4) tile. hoTc frtU jM L  s p e c if  i d  In  f i s  Vw.W.qqo

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

Se c .  4 4 . 8 3 . 4 7 0 .  R E V E N U E  R E Q U I R E M E N T S . .  T h e  a u t h o r i t y  m a y  n o t  u s e

; cxJ)Kh mdang G. -Pcos ib \ I i±u  StUdU 4/fcy. 
m o n e y  i n  t h e  f u n d  f o r  a p o w e r  p r o j e c t  u n l e s s / l t h e  a u t h o r i t y  ' t i e t e r m i n e s  “

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

r e v e n u e  s u f f i c i e n t  t o  c o v e r

(1) o p e r a t i o n ,  m a i n t e n a n c e ,  a n d  e q u i p m e n t  r e p l a c e m e n t  c o s t s  

of t h e  p o w e r  p r o j e c t ;

(2) d e b t  s e r v i c e  c o s t s  a s s o c i a t e d  w i t h  t h e  p o w e r  p r o j e c t ;

■a m  _.C?•crtrcr"

’ (3) t h e  c o s t s  of s a f e t y  i n s p e c t i o n s  a n d  i n v e s t i g a t i . o n s  o f

t h e  p o w e r  p r o j e c t  b y  t h e  a u t h o r i t y ^ ;  CiT)d 

— >
S e c .  4 4 . 8 3 . 4 8 0 .  O P E R A T I O N  OF P O W E R  P R O J E C T .  ( a )  A  p o w e r  p r o j e c t

w h i c h  is a c q u i r e d  o r  c o n s t r u c t e d  as p a r t  of t h e  e n e r g y  p r o g r a m  f o r  

A l a s k a  is o w n e d  b y  t h e  s t a t e  a n d  s h a l l  b e  a d m i n i s t e r e d  b y  t h e  a u t h o r i t y  

(b) W h e n  a p o w e r  p r o j e c t  has b e e n  a c q u i r e d  o r  c o n s t r u c t e d  b y  t h e  

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

t r a c t  b e t w e e n  a q u a l i f i e d  u t i l i t y  a n d  t h e  a u t h o r i t y .

Sec. 4 4 . 8 3 . 4 9 0 .  S A L E  O F  P O W E R  F R O M  P O W E R  P R O J E C T .  -4*4 T h e -

a u t h o r -i-t y ' o h a l l  c e l l — p o wer-— pr-o d u o e d — f-r-o m -p-o w c r — p r -o j c c t -o - a c q u 3 rg-c d --or

e-ons-t-ru-o t e d— u n d e r— t-he — e n -er-g y — pr-egr-am— fear— M-a-ska -;— A - u t i l i t y  w h i c h

■p u r c h a s e d— p o w e r — p-r-o d u c c d  b y a p o w e r ■ p r o j e c t -o f- t h e  a u t h o r i t y  s h a l l

e g r  e e — wi-t h - t-h e  -a u t h o r -i-t-y-

(4-) t o - g i v e  p r e f e r e n c e --i n - t h e  -s a l e  - o f — p o w e r —  a-t— ■r e t e l l  to a H

:--eon s u m e -r G ' of p o w e r — e x e e p -t— i-n-d v o t -g-i el — con.-a u r.icr 3 - 7  

-(-2-)— t o - c h a r g e  ■■in d e s-t r -ia-l--e o n o u m e -r-s— o f — p o w e r  a --ra -t e - ■ d c  t e n n i s

b y  the a u t h o r i t y — in— a c e o r d a n e e w i -t-h — (--d)— a e -c-fri-or/.

Q

(j/) T h e  a u t h o r i t y  s h a l l  e s t a b l i s h  a  w h o l e s a l e  p o w e r  r a t e  s t r u c t u i

a p p l i c a b l e  to s a l e s  of  p o w e r  to* its c u s t o m e r s  a t  t h e  b u s b a r  o f  t h e
€

p o w e r  p r o j e c t .  •£■€-,— b y  J u l -y — ■1,— 1 9 8 6 1,— th e ■ IegirG-1-a t u r c  h a s — n o t — o p p -E-e-
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/  b  \  •  . . .  t -y r a p t

d e b f  s ehvicc co st? *©j th e  p a u c r L ^ p r o j f d ~ j  

C c )  scrfttLj ihsptdi<cn5 and inucstrQottcns  m  t h e  
p o u x r  p r o j e c t -  b y  the . a u + h f c i T t y  j  a n d

Cb) q. /idle ^  /letM/ia. on the a m c u u x h  /nufSfcJ
b y  t h e  a u i f i o r d j  of-

I

p -r-i a t o d  a t  l e a s t— $.5-rQ 0 0 r0 0 Q ) O 0 O — to -t h e  p o w e r— d e v e l o p m e n t — ■ f u n d ,  t h e  

a u t h o r i t y  s h a l l 7 -b e g i n n i n g  o n  -that— date?— e s t a b l i s h — «?-n d  m a i n t a i n  a 

w h o -l-es-a l o  p o w e r r a t a  f o r  e a c h  p o w e r  -proj o c t■ vfaich r a t ^ - w i l l  r e t u r n  t o  

th e — aut.hoxl.tgL,— on .--a n -.-anru3.aJ— ba s-is-,— 1.-Q— pe.rc e.a t — o f. .t hu e — aa & u n t — a p p r o p r i a t e

t o - t h e-.p o w e-r— d g v g l o p m e n t  ■■ f u n d -— In a d d i t i o n ^  O h e  lAjh©l£i3CXl£L p O L D 6 A -

h a t e  sh o JJ  be established os ^ o U o o j s :
(1) u n t i l  J u n e  30 o f  t h e  f i s c a l  y e a r  i n  W h i c h  t h e  p r o d u c t i o r

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

u n d e r  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a  e x c e e d s  3 0 0  m e g a w a t t s ,  t h e  a u t h o r i t  

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

*-J ~ a n n u a i  / i t u m u ^  suM cic/tr t b  doa j
■ir t y - —|CVPI— —nnmV n 1- 7'v h l c h A r e t e  will- r e t u r n  t o - t-h e — nut-h o r i t -V>;- o n - a n --a n n & a l -yb<froi3v

%

tha*.'— £ t v e -per-c e n t '■ of t h c --a m o u n t  w h i c h  t h e — a u th o r i t y  h a s  i u v e a L c d  i n  Lla 

p e w ter— pr o j c e t - f r o m  - the- f u n d -;sr
(2) b e g i n n i n g  J u l y  1 o f  t h e  f i r s t  f i s c a l  y e a r  f o l l o w i n g  t h e  

d a t e  o n  w h i c h  the p r o d u c t i o n  c a p a c i t y  of all p o w e r  p r o j e c t s  a c q u i r e d  oi 

c o n s t r u c t e d  b y  the a u t h o r i t y  u n d e r  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a  e x c e e c  

5 0 0  m e g a w a t t s ,  t h e  a u t h o r i t y  s h a l l  e s t a b l i s h  a n d  m a i n t a i n  a  s i n g l e  

w h o l e s a l e  p o w e r  r a t e  a p p l i c a b l e  to all p o w e r  p r o j e c t s  w h i c h  i t  h a s  

a c q u i r e d  or c o n s t r u c t e d  u n d e r  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a ;  t h e  w h o l e ­

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

e q u a l  t h e  r a t e  w h i c h  the a u t h o r i t y  e s t i m a t e s  i s  n e c e s s a r y  t o  p r o d u c e  ' 

r e v e n u e  w h i c h  is s u f f i c i e n t  to p a y

(A) o p e r a t i o n ,  m a i n t e n a n c e ,  a n d  e q u i p m e n t  r e p l a c e m e n t  

c o s t s  o f  the p o w e r  p r o j e c t s ;

(B) d e b t  s e r v i c e  c o s t s  of t h e  p o w e r  p r o j e c t s ;

(C) s a f e t y  i n s p e c t i o n s  a n d  i n v e s t i g a t i o n s  o f  t h e  p o w e r

p r o j e c t s  b y  t h e  a u t h o r i t y ;  a n d

a  Aioffe ^ n o M n m p u r^  inuSTed in
(D) a n n u a l  c o e d s - of— t-h e - p o w e r  pr-o c u e t r o n  c o a t  e a a -i-ataiv

^  a u . t h 6 -.il3  y

T h e  a u t h o r i t y  s h a l l  t r a n s m i t  t h e  m o n e y  w h i c h  i t  r e c e i v e s  froi
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u r v n f  J .

—Ohc QuihoPCtu shaU anauaHy Q ĵust'-fche /tate. 6/ 
/ictiDtn an ( o ) ( \ ) [ b )  a n d  C o d C ^ C b } oi-tints
sceti6rL acctodcno do chanoes on t h e  coos amen, pn ice 

tbc^sf&te c s m p u e d  b y  th e . & u rc c u u  QL InbQy- 
o ta tis t/cs  ^ Ua che d States b e p c x rlm e n t o[ Ljxbcn . i h t  
-W ndtY  D o b c m b ih  I9PO te the. n ^ t f a e n c c  b a s e W fi

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

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

( j ^ )  * T h e  l e g i s l a t u r e  m a y -a p p r o p ri a t e  t o -- t h e — a u t h o r i t y  - a c t 1 a m o u r . tr  

m o t — to - ox c o e d  f i v e -p e r  cent— o f  t h e  a m o u n t  'd e t e r m i n e d - u n d e r — Ob-) (1)— a m ?  

<-2-)— o f  t h i s  -s e c t i o n - w h i c h -t h e  c o m m i s s i o n e r  o f  ■ r e v e n u e — e -s-t -i m f t t e s - 1 w i l l  be*

■deposited i n t o  t h e — general- f u n d  f or p a y i n g  e o o ta— o f  o p e r a t i n g  a n d ■m&i-n?-
t a i n i n g  p o w e r  p r o j -eots— w h i c h  i-t' a c q u i r e d  or — eo n s  t r u e -f e d -a c  p a r t - o f  ■ t h e

en -er-g y —  p r o -g r -a m — f o r ---A-1 a s k a -:— T h e b a l a n c e  o f  t h e - a m o u n t— d e t e r m i n e d  u n d e r

• n(b-)-(4-)--a n d  (2-) of -t h -io s e c t i o n - vh-i-eh-'thc commi-o-o i o n c r  'of" r e v e n u e  e s t i ­

m a t e s — w i l l - b e  d e p o s i t e d  i n t o  t h e  g e n e r a l  f u n d -m a y --b e - a p p r o p r i a t e d  b y -*-

1 fly ' . d . a n  1 rj-l-.n_l-hp_ prmp.r..-prndi 1 r f i n n  c n s C  a s s i s t a n n p  f u n d .  T h e

■e s t i m a t es— of— ^ m o u n t s r o q u i r e d  -for— e a c h - -of— t h e -a p p r -o p -ri-a t -i-o n s— o h c l l  -Iks 

p r o v i d e d , to t h e - g o v -ear-n o r — in— t h e  b u d g e t  -g u b m i -tt-e d — u n d e r — A S ' 3 7 '. 0 7 -.

fe-)— A r a t e  f o r  a n  'i n d u s t r i a l — c o n s u m e r - u n d e r — fra-H 2)— o f  ■■t h i a — o e c t i o  

•f-1)— m a y  - -e x c e e d — t-h o -whol-efl-al-e - p e w e -r--r a t e — d e t e r m i n e d - -u n d e r — Ob-) 

o f  t h i s e-e c t -i o t ;

(-2-)— m a y  n o t  b e  l e s s  t h a n — t h e  r a t e  cfearr g e d  r e s i d e n t i a l  c o n -

p u r n Q r p ,.V  O l u U  JL w  - a

d ,

(f) T h e  l e g i s l a t u r e  m a y ,  b y  law, a n n u l  o r  c h a n g e  t h e  w h o l e s a l e

p o w e r  r a t e  f o r  s a l e s  of p o w e r  w h i c h  t h e  a u t h o r i t y  a d o p t s  u n d e r  (b) o f

6 0  The au-thor'itu -shaU csf7>na+c the appnopriic ihstt

s h iL l  b€ phootded  1b the qooo<nert ./fi the budg& - s L ib n v t^ d  wnd(
(1) b u s b a r "  m e a n s  the s u b s t a t i o n  w h i c h  s e r v e s  a s  t h e  d e -

fis si.cn
l i v e r y  p o i n t  f r o m  t h e  g e n e r a t i o n  a n d  t r a n s m i s s i o n  s y s t e m  o f  t h e  a u t h o r ­

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

(2) " f u n d "  m e a n s  t h e  p o w e r  d e v e l o p m e n t  f u n d ;

f-3-) " i n d u s t r ial c o n s u m e r " m e a n s  a c u s t o m e r  o f  a  u t i l i t y

.w h i ch  c u s t o m er  h a c  a -p e a k  p o w e r --de m a n d  in e x c e s s - o f - 5 0 0  - k i l o w a t t s - p c r  

cr.or.sh-a n d  u c e c  t h e  p o w e r - p r i n c i p a l l y  f o r
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4A-)— m a n u f a c t u r i n g -;

-(■&)— p i p e l i n e  t r a n o p o r t -a-tl-ort;

(JJ)— t h e - r e c o v e r y  or p r o e o c s -i n g - o f

(D) t h e - p r o c o s s i n g  o f  ■■-t i m ber-,— ag r i c u  I-t r u r a l — g x — s e a f o o d

p r o d u c e s o r  t h e i r  b y - p r o d u e t s ; -o r̂—

(-&)— t h c - o p e r a t i o n - o f- f a c i l i t i e s — o w n e d - -b y — t h e — jcHd-e 'i~alr*

•g  o v e r  nine nt-r

*3 /
(</) " q u a l i f i e d  u t i l i t y "  m e a n s  a n y  o f  t h e  f o l l o w i n g  w h i c h  t h e  

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

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

b e  c o n s t r u c t e d  to p r o v i d e  p o w e r  f o r  a  m a r k e t  a r e a :

(A) a c o r p o r a t i o n  o r g a n i z e d  u n d e r  t h e  A l a s k a  N o n p r o f i t  

C o r p o r a t i o n  A c t  (AS 1 0 . 2 0 ) ;

(B) a n  e l e c t r i c  c o o p e r a t i v e  o r g a n i z e d  u n d e r  t h e  E l e c t r i  

a n d  T e l e p h o n e  C o o p e r a t i v e  A c t  (AS 1 0 . 2 5 ) ;

(C) a p u b l i c  u t i l i t y  w h i c h  g e n e r a t e s ,  t r a n s m i t s ,  o r '  

d i s t r i b u t e s  e l e c t r i c a l  s e r v i c e  to  t h e  p u b l i c ;  a n d

(D) a r e g i o n a l  e l e c t r i c a l  a u t h o r i t y  ( A S  1 8 . 5 7 ) .

•* Sec. 2. A S  4 4 . 8 3 . 0 3 0  is a m e n d e d  to r e a d :

Sec. 4 4 . 8 3 . 0 3 0 .  M E M B E R S H I P  OF T H E  A U T H O R I T Y .  [ ( a ) ]  T h e  a u t h o r ­

ity s h a l l  c o n s i s t  of t h e  f o l l o w i n g  d i r e c t o r s :

(1) t w o  [FOUR] d i r e c t o r s  a t  l a r g e  t o  b e  a p p o i n t e d ,  b y  t h e  

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

(2) t h r e e  p e r s o n s  a p p o i n t e d  b y  t h e  g o v e r n o r  f r o m  a m o n g  t h e

h e a d s  of o f  t h e  e x e c u t i v e  b r e n c . h  o f  t h e  

s t a t e  g o v e r n m e n t  [T H E  C O M M I S S I O N E R  O F  C O M M E R C E  A N D  E C O N O M I C  D E V E L O P M E N '

..(b) T H E  C O M M I S S I O N E R S  OF C O M M U N I T Y  A N D  R E G I O N A L  A F F A I R S ,  N A T U R A L  

R E S O U R C E S ,  T R A N S P O R T A T I O N  A N D  P U B L I C  F A C I L I T I E S ,  A N D  R E V E N U E  S H A L L  H A V  

T H E  R I G H T S  A N D  P R I V I L E G E S  O F  D I R E C T O R S  E X C E P T  F O R  T H E  R I G H T  T O  V O T E  A N
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M A Y  N O T  B E  C O N S I D E R E D  F O R  P U R P O S E S  O F  Q U O R U M  O R  V O T I N G ] .

Se c .  3. A S  4 4 . 8 3 . 0 4 0  is a m e n d e d  to r e a d :

S e c .  4 4 . 8 3 . 0 4 0 .  O F F I C E R S  A N D  Q U O R U M .  T h e  d i r e c t o r s  [ D I R E C T O R ]  

s h a l l  e l e c t  o n e  of t h e i r  n u m b e r  [THE D I R E C T O R S  A T  L A R G E ]  a s  c h a i r m a n  

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

t h e  a u t h o r i t y  a r e  v e s t e d  i n  t h e  d i r e c t o r s ,  a n d  t h r e e  d i r e c t o r s  o f  t h e  

a u t h o r i t y  c o n s t i t u t e  a q u o r u m .  A c t i o n  m a y  b e  t a k e n  a n d  m o t i o n s  a n d  

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

v o t e  o f  a t  l e a s t  t h r e e  d i r e c t o r s .  T h e  d i r e c t o r s  o f  t h e  a u t h o r i t y  s e r v e  

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

p e r  d i e m  as  p r o v i d e d  b y  l a w  f o r  b o a r d  m e m b e r s .

Sec. 4. A S  4 4 . 8 3 . 0 4 5 ( a )  is a m e n d e d  t o  r e a d :

(a) T h e  d i r e c t o r s  a t  l a r g e  s h a l l  [ M U S T ]  b e  r e s i d e n t s  a n d  q u a l i f i e  

v o t e r s  o f  A l a s k a  a n d  s h a l l  c o m p l y  w i t h  t h e  r e q u i r e m e n t s  o f  A S  3 9 . 5 0  

( c o n f l i c t  o f  i n t e r e s t s ) .  T h e  d i r e c t o r s  at  l a r g e  s h a l l  s e r v e  o v e r ­

l a p p i n g  f o u r - y e a r  terras. [THE F O U R  O R I G I N A L  D I R E C T O R S  A T  L A R G E  H A V E  

T E R M S  O F  O N E ,  T W O ,  T H R E E ,  A N D  F O U R  .YEARS, R E S P E C T I V E L Y . ]

Sec. 5. A S  4 4 . 8 3 . 0 8 0 ( 1 6 )  is a m e n d e d  b y  a d d i n g  n e w  s u b p a r a g r a p h s  t o

»
i

(G) a n  a p p r o p r i a t i o n  f o r  a p o w e r  p r o j e c t  a c q u i r e d  o r  

c o n s t r u c t e d  u n d e r  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a  (AS 4 4 . 8 3 . 4 0 0  -

4 4 . 8 3 . 5 0 0 ) ;

(H) a p p r o p r i a t i o n s  f o r  t h e  p o w e r  p r o d u c t i o n  c o s t  a s s i s ­

t a n c e  f u n d  (AS 4 4 . 8 3 . 1 6 2 ) ,  a n d  f o r  o p e r a t i o n  a n d  m a i n t e n a n c e  o i  

p o w e r  p r o j e c t s  d e v e l o p e d  u n d e r  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a

(AS 4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 5 0 0 ) .

S e c .  6. A S  4 4 . 8 3 . 0 9 0 ( a )  is a m e n d e d  to  r e a d :

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

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

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

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

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

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

t o . b e  s o l d  a t  t h e  l o w e s t  r e a s o n a b l e  p r i c e s  H i i c h  c o v e r  t h e  f u l l  c o s t  o x  

t h e  e l e c t r i c i t y  or s e r v i c e s ,  i n c l u d i n g  c; , } t a -  n d  o p e r a t i n g  c o s t s ,  

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

c h a r g e s  t h a t  m a y  b e  a u t h o r i z e d  b y  th i s  c h a p t e r .  E x c e p t  f o r  a  c o n t r a c t  

e n t e r e d  i n t o  u n d e r  A S  4 4 . 8 3 . 4 0 0  - A S  4 4 . 8 3 . 5 0 0 ,  a  [A] c o n t r a c t  f o r  t h e  

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

a n y  r i g h t  t o  C h e  c a p a c i t y  of it s h a l l  p r o v i d e :

(1) f o r  p a y m e n t  o f  all o p e r a t i n g  a n d  m a i n t e n a n c e  e x p e n s e s  o f  

a p r o j e c t  a n d  c o s t s  o f  r e n e w a l s ,  r e p l a c e m e n t s  a n d  i m p r o v e m e n t s  o f  i t ;

(2) f o r  i n t e r e s t  o n  a n d  a m o r t i z a t i o n  c h a r g e s  s u f f i c i e n t  t o  

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

t h e m ,  p l u s  a d e b t  s e r v ' c e  c o v e r a g e  -factor as m a y  b e  d e t e r m i n e d  b y  t h e  . 

a u t h o r i t y  to b e  n e c e s s a r y  f o r  the m a r k e t a b i l i t y  o f  i t s  b o n d s ;

(3) f o r  i r onitoring of t h e  p r o j e c t  b y  t h e  a u t h o r i t y  o r  i t s

a g e n t s ;

(4) f o r  f u l l  a n d  c o m p l e t e  d i s c l o s u r e  t o  t h e  a u t h o r i t y  o f  a 2 3

i

f a c t o r s  of  c o s t  in t h e  t r a n s m i s s i o n  a n d  d i s t r i b u t i o n  o f  p o w e r ,  s o  t h a t  

r a t e s  to a n y  p e r s o n s  m a y  b e  f i x e d  i n i t i a l  l y ;'in t h e  c o n t r a c t  a n d  m a y  b e  

a d j u s t e d  f r o m  t i m e  t o  t i m e  o n  the b a s i s  o f  t r u e  c o s t  d a t a ;

(5) f o r  p e r i o d i c  r e v i s i o n s  o f  t h e  s e r v i c e  a n d  r a t e s  t o  

p e r s o n s  o n  t h e  b a s i s  of a c c u r a t e  c o s t  d a t a  o b t a i n e d  b y  t h e  ' ^ c o u n t i n g  

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

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

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

(7) f o r  s e c u r i t y  f o r  p e r f o r m a n c e  as  t h e  a u t h o r i t y  m a y  c o n ­

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

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

a  p r o j e c t  a n d  t h e  u s e  of  its f a c i l i t i e s  f o r  t h e s e  p u r p o s e s ;  a n d

(8) o t h e r  t e r m s  n o t  i n c o n s i s t e n t  w i t h  t h e  p r o v i s i o n s  a n d  

p o l i c y  of t h i s  c h a p t e r  as t h e  a u t h o r i t y  m a y  c o n s i d e r  a d v i s a b l e .

* S e c .  7. A S  4 4 . 8 3  i s  a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  r e a d :

S e c .  4 4 . 8 3 . 1 0 5 .  B O N D S  F O R  P O W E R  P R O J E C T S  U N D E R  T H E  E N E R G Y  P R O G R A 1  

F O R  A L A S K A .  T h e  a u t h o r i t y  s h a l l  b o r r o w  m o n e y  a n d  s h a l l  i s s u e  i t s  b o n d :  

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

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

f o r  a p o w e r  p r o j e c t  f i n a n c e d  u n d e r  A S  4 4 . 8 3 . 4 0 0  -  4 4 . 8 3 . 5 0 0  f r o m  t h e

* p o w e r  d e v e l o p m e n t  f u n d  if

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

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

f i c i e n t  to c o v e r  t h e  c o s t  of a c q u i r i n g  o r  c o n s t r u c t i n g  t h e  p o w e r  

p r o j e c t ;  a n d

(2) t h e  a m o u n t  of i n t e r e s t  w h i c h  t h e  a u t h o r i t y  w i l l  p a y  o n  

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

f o r  t h e  a c q u i s i t i o n  or c o n s t r u c t i o n  o f  t h e  p o w e r  p r o j e c t .

* S e c .  8. A S  4 4 . 8 3 . 1 8 1 ( b )  is a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

(5) a r e c o m m e n d a t i o n  as to w h e t h e r  t h e  p r o p o s e d  p r o j e c t  is 

e c o n o m i c a l l y  f e a s i b l e ;  a p o w e r  p r o j e c t  is " e c o n o m i c a l l y  f e a s i b l e ' *  i f  

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

c h e a p e r  f o r  t h e  e s t i m a t e d  l i f e  of t h e  p r o j e c t  t h a n  o t h e r  a l t e r n a t i v e s ;  

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

t h e  a u t h o r i t y  s h a l l  e v a l u a t e  the e s t i m a t e d  l i f e  o f  t h e  p o w e r  p r o j e c t  

a n d  i t s  a l t e r n a t i v e s  a p p l y i n g  the f o l l o w i n g  s t a n d a r d  f a c t o r s :

- 1 0 -  H C S  C S S S S B  2 5 ( R e s )
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(A) a  g e n e r a l  i n f l a t i o n  f a c t o r  f o r  c o n s t r u c t i o n  a n d  

o p e r a t i n g  c o s t s  o f — se v e n  p e r c e n t  a n a u a H y ;

(B) a n  i n t e r e s t  r a t e  -o f — 10 - p o r o o n t  f o r  m o n e y  b o r r o w e d  

f o r  t h e  p o w e r  p r o j e c t ;  a n d

(C) a n  e s c a l a t i o n  f a c t o r  f o r  m e a s u r i n g  t h e  c o m p a r a t i ' / e  

c o s t  of oil, gas or coal; the- r a t e  ■ to b e  a p p l i e d — f o r  o i -l - i a  1 1  

p e -r-oont—  a n n u a l l y -,—  a n d  t h e  r a t e  s h a l l  b e  a p p l i e d  t o  t h e  f u e l  c o s t  

o n  the d a t e  o f  d e t e r m i n a t i o n  of e c o n o m i c  f e a s i b i l i t y .

* S e c .  9. A S  4 4 . 2 5 . 0 2 0  is a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

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

d e v e l o p m e n t  f u n d  in  a c c o r d a n c e  w i t h  A S  4 4 . 8 3 . 4 3 0 .

.* Se c .  10. A P P L I C A B I L I T Y  O F  A C T  T O  D I R E C T O R S .  ( a )  T h e  t e r m s  o f  o f f i c e  

o f  a l l  m e m b e r s  o f  t h e  B o a r d  of D i r e c t o r s  o f  t h e  A l a s k a  P o w e r  A u t h o r i t y  

s e r v i n g  o n  t h e  e f f e c t i v e  da t e  of th i s  A c t  t e r m i n a t e  o n  t h e  e f f e c t i v e  d a t e  o: 

t h i s  Act.

(b) T h e  g o v e r n o r  s h a l l  a p p o i n t  t w o  m e m b e r s  at l a r g e .  W h e n  m a k i n g  h i s  

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

t h e  t e r m  of o f f i c e  o f  e a c h  m e m b e r  h e  a p p o i n t s .  O f  t h e  m e m b e r -  a t  l a r g e  fir:

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

(1) o n e  m e m b e r  s h a l l  s e r v e  a t w o - y e a r  t e r m ;

(2) o n e  m e m b e r  s h a l l  s e r v e  a f o u r - y e a r  t e r m .

*  S e c .  11. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . -  

1 0 . 0 7 0 ( c ) .

03-023

-11- H C S  C S S S S B  2 5 ( R es)



 2  :W-

1

2

3

4

5

6

7

8 

9

.10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26
27
28

29

■WORK D R A F T  P A P E R

S «*;Jy» - :* .£**. •

W O R K  D R A F T  P A P E R W O R K  D R A F T  P A P E R

C h e n o w e t h

5 - ' /

/

O r i g i n a l  s p o n s o r s :  K e r t t u l a ,  D a n k w o r t h ,
.Ziegler, et al

I N  T H E  S E N A T E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

H O U S E  CS F O R  CS F O R  S P O N S O R  S U B S T I T U T E  F O R  S E N A T E  B I L L  NO. 25 ( R e s o u r c e s )

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A  

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to the A l a s k a  P o w e r  A u t h o r i t y ,  a m e n d­

ing the A l a s k a  P o w e r  A u t h o r i t y  Act, a n d  p r o v i d i n g  for 

the i n v e s t m e n t  of m o n e y  a p p r o p r i a t e d  for p o w e r  p r o j e c t s  

of the A l a s k a  P o w e r  A u t h o r i t y ;  and p r o v i d i n g  f o r  an 

e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. A S  4 4 . 8 3  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

A R T I C L E  8. E N E R G Y  P R O G R A M  F O R  A L A S K A .

Sec. 4 4 . 8 3 . 4 0 0 .  P R O G R A M  E S T A B L I S H E D ,  (a) T h e  e n e r g y  p r o g r a m  for

A l a s k a  is e s t a b l i s h e d .  T h e  p r o g r a m  s h a l l  be a d m i n i s t e r e d  by t h e ) A l a s k a
A  L

P o w e r  A u t h o r i t y .

(b) T h e  e n e r g y  p r o g r a m  for A l a s k a  is a p r o g r a m  b y  w h i c h  the
/
/

a u t h o r i t y  m a y  a c q u i r e  or c o n s t r u c t  p o w e r  p r o j e c t s  w i t h  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  to the p o w e r  d e v e l o p m e n :  fu n d  e s t a b l i s h e d  in 

A S  4 4 . 8 3 . 4 1 0 .  A  p o w e r  p r o j e c t  m a y  be a c q u i r e d  o r  c o n s t r u c t e d  as p a r t  

of the e n e r g y  p r o g r a m  for A l a s k a  o n l y  if the p r o j e c t  is s u b m i t t e d  to 

a n d  a p p r o v e d  by the l e g i s l a t u r e  i n  a c c o r d a n c e  w i t h  p r o c e d u r e s  set out

i n  A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3

£ < C ) T h e  p r o v i s i o n s  o f  A S  3 6 . 1 0 . 0 1 0  - 3 6 . 1 0 . 1 2 5  a p p l y  to p o w e r

S b -o  ,
p r o j e c t s  c o n s t r u c t e d  by the a u t h o r i t y  u n d e r  A S  4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 5 1 0 . J

Sec. 4 4 . 8 3 . 4 1 0 .  P O W E R  D E V E L O P M E N T  F U N D  E S T A B L I S H E D ,  (a) A  p o w e r  

d e v e l o p m e n t  f u n d  is e s t a b l i s h e d  i n  *-he A l a s k a  P o w e r  A u t h o r i t y  to c a r r y  

o u t  p u r p o s e s  of the e n e r g y  p r o g r a m  for A l a s k a  (AS 4 4 . 8 3 . 4 0 0  -

-1- H C S  C S S S S B  2 5 ( R e s )
44.83.j510j).

L A - L  2 0 A



ibfl

i

2

3

4

5

6

7

8

9

10

11

 —  —     ~

W O R K  D R A F T  P A P E R W O R K  D R A F T  P A P E R

~2 kI-

W O R K  D R A F T  P A P E R

(b) T h e  f u n d  i n c l u d e s

(1) a l l  m o n e y  a p p r o p r i a t e d  to it b y  the l e g i s l a t u r e ;  a n d

(2) i n t e r e s t  e a r n e d  by i n v e s t m e n t  of m o n e y  i n  t h e  f u n d  by 

t h e  D e p a r t m e n t  of R e v e n u e .

Sec. 4 4 . 8 3 . 4 2 0 .  U S E  O F  F U N D  B A L A N C E .  (a) T h e  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 o v i d e  m o n e y  for

(1) r e c o n n a i s s a n c e  a n d  f e a s i b i l i t y  s t u d i e s  a n d  p o w e r  p r o j e c t  

f i n a n c e  p l a n s  p r e p a r e d  u n d e r  A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 1 ;

(2) the cost o f  a p o w e r  p r o j e c t ,  i n c l u d i n g  but n o t  l i m i t e d  

to costs of a c q u i r i n g  n e c e s s a r y  l i c e n s e s ,  p r e p a r i n g  e n g i n e e r i n g  d e s i g n s ,  

o b t a i n i n g  land, a n d  c o n s t r u c t i n g  the p o w e r  p r o j e c t ;

t h e  d e f e a s a n c e  of b o n d s ,  o r  the p a y m e n t  of d e b t  s e r v i c e  

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

(4) the p o w e r  p r o d u c t i o n  cost a s s i s t a n c e  f u n d  (AS 4 4 . 8 3 . 1 6 2 ) .  

(b) M o n e y  i n  t h e  f u n d  m a y  be u s e d  u n d e r  (a) of this s e c t i o n  o n l y  

f o r  a p o w e r  p r o j e c t  w h i c h

(1).t m e e t s  the r e v e n u e  r e q u i r e m e n t s  of A S  4 4 . 8 3 . 4 7 0 ;  a n d

(2) o p e r a t e s  o r  w i l l  operatej^using one or m o r e  of t h e  f o l l o w -

i n g T j

( A r e n e w a b l e  e n e r g y  r e s o u r c e s ,  i n c l u d i n g  but n o t  

l i m i t e d  to h y d r o e l e c t r i c  p o w e r ,  w ind, b i o m a s s , j j j e o t h e r m a l T l t i d a l

L  2 0 A

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

o r  o t h e r  p h y s i c a l  p r o p e r t i e s  of the ocean;

(B)^££oal o r  p e a t ; ,

( C j ' & e n e r g y  d e r i v e d  f r o m  w a s t e  h e a t  f r o m A t h e r m a l  g e n e r­

a t i n g  p l a n t s ;  or

(D)^.fossil fu e l  if n o n e  of the o t h e r  r e s o u r c e s  o r  fuels 

l i s t e d  in  th i s  s u b s e c t i o n  are e c o n o m i c a l l y  f e a s i b l e .

Sec. 4 4 . 8 3 . 4 3 0 .  I N V E S T M E N T  O F  FUND. T h e  D e p a r t m e n t  of R e v e n u e

-2- . H C S  C S S S S B  2 5 (Res)



P A P E R W O R K  D R A F T  P A P E B

3

4

5

6

7

8

9

10 

11 

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26
27
28 

29

shall invest -the— b-a-lanco— ©-£ the fund w h i c h — exceeds—th e— amount t-Hp

a u t h o r ity d e t e rm i n e s  is n c a-es-3-a r y t o m e e t  r e q u i r e m e n t s  o f A S  4 4 .83-; 4 29- 

d u r i n g ---t h e— eu rtre-ftt— f-i3-ca.-l—  y a &v~.— -A n - i n v e stm e n t— try— the D e p a r t m ent- -o-£- 

R e v c n u o --u n d e r  this— ti-o n — s h a -1-1— b e  -nrahe in a c c o r d a n c e  w i t h  A S  37.-

1 0 . 0 7 0  a n d  3 7 . 1 0 . 0 7 5  .A f c x h i  «- «_ . A ^ v u J

Sec. 4 4 . 8 3 . 4 4 0 .  A L L O T M E N T  T O  P R O J E C T S .  (a) T h e  a u t h o r i t y  s h a l l  

m a i n t a i n  r e c o r d s  of p o w e r  p r o j e c t  a l l o c a t i o n s  f r o m  the f u n d  f o r  e a c h  

p o w e r  p r o j e c t
{

(1) a p p r o v e d  i n  a c c o r d a n c e  w i t h  A S  4 4 . 8 3 . 1 8 5 ;  a n d

(2) f o r  w h i c h  a n  a l l o c a t i o n  is m a d e  f r o m  a n  a p p r o p r i a t i o n  

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

p r o j e c t .

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

f u n d  s h a l l  b e  e-bLj-t-fr&d— b y — t h e — a u t h o r i t y — to— p o w e r  p ro j e ct s— fi A F w h x c h  

-a-ppro p  ri. a t i otvs— h a v e — b  e u n — m a d -c --by-- l a w .— T h e  a l l o t m e n t — a h a -1 -1 -bt- b a a e d  on -

■d u r i n g  o r  a f t e r w h i -eh — t-h e — le -g-i-s-l-a-tu re- a p p r o p r i a t e d  m o n e y to— t h e — f u n d - 

A n — a-l i o t m c n t— o-f— i n c o m e— tmde-t— t h i s — su b s e c t i o n  s h a l l 1 b e  m a d e — to— e a c h  

p o w e r— p r o j-oc t— fo-r— w h i c h — st— sp-e-cifi-c— ap p r o p  r-i a -t-i-o n — h a s — b e e n — m a d e — i-n-

L A - L  20A

p r o p o r t i o n  t o - t h o - u n e x p e n d e d  a m o u n t — a p p r o p r i a t e d  f o r t h a t  p r o j e c t— as  a 

-pe r c e n t a g e — o f — t h e — t o t a l — u n e x p e n d e d — am o u n t — a p p r o p r i a t e d  ~b y — t h e — I'agxs"- 

l a t u r c  t o  t h e f u n d :

Sec. 4 4 . 8 3 . 4 5 0 .  R E A P P R O P R I A T I O N  OF  F U N D  B A L A N C E ,  (a) If a p o w e r  

p r o j e c t  d e s i g n a t e d  b y  t h e  l e g i s l a t u r e  by  law is n o t  c o n s t r u c t e d ,  the 

a m o u n t  a p p r o p r i a t e d  to it m a y  be r e a p p r o p r i a t e d  to o t h e r  p o w e r  p r o j e c t s  

b y  the l e g i s l a t u r e .

(b) T h e  l e g i s l a t u r e  m a y  r e a p p r o p r :  ate m o n e y  u n d e r  (a) of this 

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

A S  4 4 . 8 3 . 1 8 1 ( b )  a n d  o n l y  if the p r o j e c t  w i l l  s e r v e  the m a r k e t  a r e a  that

-3- - H C S  C S S S S B  2 5 ( R e s )
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w o u l d  h a v e  b e e n  s e r v e d  b y  the p o w e r  p r o j e c t  d e s i g n a t e d  b y  t h e  l e g i s l a­

t u r e  a n d  n o t  c o n s t r u c t e d .

Sec. 4 4 . 8 3 . 4 6 0 .  L A P S E  O F  E X C E S S  A P P R O P R I A T I O N S .  I f  at t h e  o n d  of 

c o n s t r u c t i o n  of  a p o w e r  p r o j e c t  a p p r o p r i a t i o n s  f o r  the p o w e r  p r o j e c t  

e x c e e d  t h e  a m o u n t  r e q u i r e d  f o r  c o n s t r u c t i o n  of it, the e x c e s s  l a p s e s  

i n t o  t h e  g e n e r a l  fund.

Sec. 4 4 . 8 3 . 4 7 0 .  R E V E N U E  R E Q U I R E M E N T S .  The a u t h o r i t y  m a y  n o t  use
^ ^  p t w V y .  Ifri)

m o n e y  i n  the f u n d  f o r  a p o w e r  p r o j e c t  u n l e s s ^ t h e  a u t h o r i t y  d e t e r m i n e s

t h at, a f t e r  c o n s t r u c t i o n ,  o p e r a t i o n  of the p o w e r  p r o j e c t  w i l l  p r o v i d e

r e v e n u e  s u f f i c i e n t  to cover^ /t JT VV.  ̂  •

■Hr)— o p e r a t i o n ,— ma-inirena-n ce-— and equip m e n t— r ep-I a ce m e n t— crost-s -

-o f  tho-p o w e r  p r o j e c t ; '

•fSr)— de bt— s-e-rvi-c e— o ers-ta— a s s o c i a t e d  w i t -h- thc p > w e r — pro-j e c t ;

-a n d -

-(-3r)— t h e — c o s t s— o-f— s a f e t y — in s p e c t i o n s— a n d — i-n v e s t i g-a-t-ions— o£- 

•t-h e -p o w e r - p r o j -eefe- b y - t d ^ -e u t -h e  r-i-fc-y-r

Sec. 4 4 . 8 3 . 4 8 0 .  O P E R A T I O N  O F  P O W E R  P R O J E C T ,  (a) A  p o w e r  p r o j e c t  

w h i c h  is a c q u i r e d  o r  c o n s t r u c t e d  as p a r t  of the e n e r g y  p r o g r a m  for 

A l a s k a  is o w n e d  b y  the s t a t e  a n d  s h a l l  be a d m i n i s t e r e d  b y  t h e  a u t h o r i t y .

(b) W h e n  a p o w e r  p r o j e c t  h a s  b e e n  a c q u i r e d  or c o n s t r u c t e d  b y  the 

a u t h o r i t y ,  the p r o j e c t  m a y  b e  o p e r a t e d  f o r  the a u t h o r i t y  u n d e r  a con- 

t r a c t j o r  l e a s e  e n t e r e d  i n t o  by] a q u a l i f i e d  u t i l i t y  a n d  the a u t h o r i t y .

Sec. 4 4 . 8 3 . 4 9 0 .  S A L E  O F  P O W E R  F R O M  P O W E R  P R O J E C T .  (a) The 

a u t h o r i t y  s h a l l  s e l l  p o w e r  p r o d u c e d  f r o m  p o w e r  p r o j e c t s  a c q u i r e d  or 

c o n s t r u c t e d  u n d e r  the e n e r g y  p r o g r a m  f o r  A l a s k a .  A  u t i l i t y  w h i c h  

p u r c h a s e s  p o w e r  p r o d u c e d  b y  a p o w e r  p r o j e c t  of the a u t h o r i t y  s h a l l  

a g r e e  w i t h  t h e  a u t h o r i t y

(1) to g i v e  p r e f e r e n c e  i n  the sa l e  of p o w e r  at r e t a i l  to all 

c l a s s e s  of c o n s u m e r s  of p o w e r  e x c e p t  i n d u s t r i a l  c o n s u m e r s ;
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( 2 ) t o  c h a r g e  i n d u s t r i a l  c o n s u m e r s  o f  p o w e r  a r a t e  d e t e r m i n e d  

b y  t h e  a u t h o r i t y  i n  a c c o r d a n c e  w i t h  (d) o f  t h i s  s e c t i o n .

( b )  T h e  a u t h o r i t y  s h a l l  e s t a b l i s h  a  w h o l e s a l e  p o w e r  r a t e  s t r u c t u r e  

a p p l i c a b l e  t:o s a l e s  o f  p o w e r  t o  i t s  c u s t o m e r s  a t  t h e  b u s b a r  o f  t h e

" £ ( 1 ) b y  J u l y  1, 1 9 8 6 ,  t h e  l e g i s l a t u r e  h a s  n o t  a p p r o ­

p r i a t e d  a t  l e a s t  $ 5 , 0 0 0 , 0 0 0 , 0 0 0  t o  t h e  p o w e r  d e v e l o p m e n t  f u n d ,  t h e  

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

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

t h e  a u t h o r i  * o n  a n  a n n u a l  b a s i s ,  1 0  p e r c e n t  o f  t h e  a m o u n t  a p p r o p r i a t e d

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

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

f o r  A l a s k a  e x c e e d s  5 0 0  m e g a w a t t s ,  t h e  a u t h o r i t y  s h a l l *  e s t a b l i s h  a n d  

m a i n t a i n  a w h o l e s a l e  p o w e r  r a t e  f o r  e a c h  p o w e r  p r o j e c t  w h i c h  r a t e  w i l l  

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

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

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

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

5 0 0  m e g a w a t t s ,  t h e  a u t h o r i t y  . h a l l  e s t a b l i s h  a n d  m a i n t a i n  a  s i n g l e  

w h o l e s a l e  p o w e r  r a t e  a p p l i c a b l e  t o  a l l  p o w e r  p r o j e c t s  w h i c h  i t  h a s  

a c q u i r e d  o r  c o n s t r u c t e d  u n d e r  t h e  e n e r g >  p r o g r a m  f o r  A l a s k a ;  t u e  w h o l e ­

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

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

r e v e n u e  w h i c h  is s u f f i c i e n t  t o  p a y

( 3 )7 b e g i n n i n g  J u l y  1 o f  t h e  f i r s t  f i s c a l  y e a r  f o l l o w i n g  t h e

p r o j e c t ,  i n c l u d i n g  l o a n s  a n d  g r a n t s  m a d e  b y  t h e
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1
(A) o p e r a t i o n ,  m a i n t e n a n c e ,  and e q u i p m e n t  r e p l a c e m e n t

costs of  the p o w e r  p r o j e c t s ;• •
M

(^) d e b t  s e r v i c e  costs of  the p o w e r  p r o j e c t s ;  

ii •
(tf) s a f e t y  i n s p e c t i o n s  and i n v e s t i g a t i o n s  of the p o w e r

p r o j e c t s  b y  the a u t h o r i t y ;  and 

W
Q3) a n n u a l  c osts of the p o w e r  p r o d u c t i o n  co s t  a s s i s t a n c e  

p r o g r a m  (AS 4 4 . 8 3 . 1 6 2 ) .

(c) T h e  a u t h o r i t y  s h a l l  t r a n s m i t  the m o n e y  w h i c h  it r e c e i v e s  f r o m  

s a l e s  of p o w e r  at r a tes d e t e r m i n e d  u n d e r  (b) of this s e c t i o n  to t h e  

c o m m i s s i o n e r  of r e v e n u e  f o r  d e p o s i t  in the s t a t e  g e n e r a l  fund.

(d) jjTroin the a m o u n t  c o l l e c t e d  u n d e r  (b)(2) a n d  (3) of  this s e c t i o n

w h i c h  the c o m m i s s i o n e r  of r e v e n u e  e s t i m a t e s  w i l l  b e  d e p o s i t e d  in t o  the 

- i'T*
g e n e r a l  fund, t h e  l e g i s l a t u r e  m a y  a p p r o p r i a t e  to the a u t h o r i t y  jthej 

a m o u n t / ^ r e q u i r e d  unr -.r AS 4 4 . 8 3 . 4 V 0  f o r  p a y i n g  costs} of o p e r a t i n g  and

-fax

m a i n t a i n i n g  p o w e r  p r o j e c t s  w h i c h  it a c q u i r e d  or c o n s t r u c t e d  as p a r t  of C 

the e n e r g y  p r o g r a m  f o r  A l a s k a .  T h e  b a l a n c e  o h  t h e  a m o u n t  fcollected*7
C f * ) J  j  u  ^

u n d e r  ( b m . 2 H a n d  Jt3 )3°£ thi s  section'jand e s t i m a t e d  by3>the c o m m i s s i o n e r  

of r e v e n u e ^ o j f b e  d e p o s i t e d  into the g e n e r a l  fu n d  m a y  be a p p r o p r i a t e d  by

the 1 g i s l a t u r e  to the p o w e r  p r o d u c t i o n  cost a s s i s t a n c e  fund. T h e  

e s t i m a t e s  of a m o u n t s  r e q u i r e d  for e a c h  of the a p p r o p r i a t i o n s  s h a l l  be 

p r o v i d e d  to the g o v e r n o r  i n  the b u d g e t  s u b m i t t e d  u n d e r  A S  37.07.

(e) A  r a t e  for a n  i n d u s t r i a l  c o n s u m e r  u n d e r  (a)(2) of this s e c t i o n

(1) m a y  e x c e e d  the who.Lesale p o w e r  r a t e  d e t e r m i n e d  u n d e r  (b) 

of this s e c t i o n ;

(2) m a y  not be less t h a n  the ra t e  c h a r g e d  r e s i d e n t i a l  c o n­

su m e r s  .

(f) T h e  l e g i s l a t u r e  may, by law, a n n u l  or c h a n g e  t h e  w h o l e s a l e  

p o w e r  r a t e  for s a l e s  of p o w e r  w h i c h  t h e  a u t h o r i t y  a d o p t s  u n d e r  (b) of 

th i s  s e c t i o n .
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Sec. 4 4 . 8 3 . 5 0 0 .  ( E N E R G Y  C O N S E R V A T I O N .  T h e  a u t h o r i t y  s h a l l  e n s u r e

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

amount'- a p p r o p r i a t e d  to the p o w e r  d e v e l o p m e n t  f u n d  i m p l e m e n t  c o s t - e f f e c­

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

b u i l d i n g s ,  a n d  i n d u s t r i e s ;  a n d

(2) that c o m m u n i t i e s  s h a l l  f u l f i l l  t h e i r  r e s p o n s i b i l i t i e s  

u n d e r  (1) of this s e c t i o n  b y  c o o p e r a t i n g  w i t h  s t a t e  a g e n c i e s  c o n c e r n e d  

w i t h  d e v e l o p m e n t  and c o n s e r v a t i o n  of energy, i n c l u d i n g  but not* l i m i t e d  

to

(A) the a . *.a r m - l i c  U t i l i t i e s  C o m m i s s i o n ;

(B) the A l a s k a  E n e r g y  Center;

(C) the d i v i s i o n  of e n e r g y  and p o w e r  d e v e l o p m e n t ,

D e p a r t m e n t  of C o m m e r c e  and E c o n o m i c  d e v e l o p m e n t ;  a n d

(D) the d i v i s i o n  of b u s i n e s s  loans, D e p a r t m e n t  of

C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t .

Sec. 4 4 . 8 3 . 5 1 0 7 J D E F I N I T I O N S .  I n  AS 4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 5 1 0 ,

(1) " b u s b a r "  m e a n s  the s u b s t a t i o n  w h i c h  s e r v e s  as the d e ­

li v e r y  p o i n t  from the g e n e r a t i o n  and t r a n s m i s s i o n  s y s t e m  o f ' t h e  a u t h o r­

ity to the t r a n s m i s s i o n  a n d  d i s t r i b u t i o n  s y s t e m  of t h e  u t i l i t y ;

(2) " f u n d "  m e a n s  the p o w e r  d e v e l o p m e r t  fund;

(3) " i n d u s t r i a l  c o n s u m e r "  m e a n s  a c u s t o m e r  of a u t i l i t y  

w h i c h  c u s t o m e r  h a s  a p e a k  p o w e r  d e m a n d  i n  e x c e s s  o f  500 k i l o w a t t s  p e r  

m o n t h  a n d  u s e s  the p o w e r  p r i n c i p a l l y  fee

(A) m a n u f a c t u r i n g ;

(B) p i p e l i n e  t r a n s p o r t a t i o n ;

(C) the r e c o v e r y  or p r o c e s s i n g  of m i n e r a l s ;

(D) the p r o c e s s i n g  of timb e r ,  a g r i c u l t u r a l ,  or s e a f o o d  

p r o d u c t s  or t h e i r  b y - p r o d u c t s ;  or

(E) the o p e r a t i o n  of f a c i l i t i e s  o w n e d  by the f e d e r a l

-7- H C S  C S S S S B  2 5 ( R e s )
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g o v e r n m e n t ;

(A) " q u a l i f i e d  u t i l i t y "  m e a n s  a n y  of the f o l l o w i n g  w h i c h  the 

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

p r o j e c t  of the k i n d  and m a g n i t u d e  w h i c h  h a s  b e e n  c o n s t r u c t e d  o r  is to 

be  c o n s t r u c t e d  to p r o v i d e  powt r f o r  a m a r k e t  area:

(A) a c o r p o r a . i o n  o r g a n i z e d  u n d e r  the A l a s k a  N o n p r o f i t  

C o r p o r a t i o n  A c t  (AS 10.20);

(B) an e l e c t r i c  c o o p e r a t i v e  o r g a n i z e d  u n d e r  t h e  E l e c t r i c  

and T e l e p h o n e  C o o p e r a t i v e  A c t  (AS 10.25);

(C) a p u b l i c  u t i l i t y  w h i c h  g e n e r a t e s ,  t r a n s m i t s ,  or 

d i s t r i b u t e s  e l e c t r i c a l  s e r v i c e  to the p u b l i c ;  a n d

(D) a r e g i o n i l  e l e c t r i c a l  a u t h o r i t y  (AS ]3.57).

*  Sec. 2. AS 4 4 . 8 3 . 0 3 0  is a m e n d e d  to read:

Sec. 4 4 . 8 3 . 0 3 0 .  M E M B E R S H I P  OF T H E  A U T H O R I T Y ,  [(a)] T h e  a u t h o r­

ity s h all c o n s i s t  of the f o l l o w i n g  d i r e c t o r s :

(1) two [FOUR] d i r e c t o r s  at l a r g e  to be  a p p o i n t e d  b y  the 

g o v e r n o r  a n d  c o n f i r m e d  b y  the l e g i s l a t u r e ;

(2) t h r e e  p e r s o n s  a p p o i n t e d  by  the g o v e r n o r  f r o m  a m o n g  the 

h e a d s  o c fch e  p r i n c i p a k -de p a rtm e n t s- of the e x e c u t i v e  b r a n c h  of the 

s t a t e  g o v e r n m e n t  [THE C O M M I S S I O N E R  OF  C O M M E R C E  A N D  E C O N O M I C  D E V E L O P M E N T .

(b) T H E  C O M M I S S I O N E R S  O F  C O M M U N I T Y  A N D  R E G I O N A L  A F F A I R S ,  N A T U R A L  

R E S O U R C E S ,  T R A N S P O R T A T I O N  A M D  P U B L I C  F A C I L I T I E S ,  A N D  R E V E N U E  S H A L L  H A V E  

T H E  R I G H T S  A N D  P R I V I L E G E S  O F  D I R E C T O R S  E X C E P T  F O R  T H E  R I G H T  T O  V O T E  A N D  

M A Y  N O T  BE C O N S I D E R E D  F O R  P U R P O S E S  O F  Q U O R U M  OR  V O T I N G ]  .

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

Sec. 4 4 . 8 3 . 0 4 0 .  O F F I C E R S  A N D  Q U O R U M .  T h e  d i r e c t o r s  [ DI R E C T O R ]  

s h a l l  e l ect one of t h e i r  n u m b e r  [THE DIRECTORS. A T  L A R G E ]  as c h a i r m a n  

and m a y  e l e c t  o t h e r  o f f i c e r s  t h e y  d e t e r m i n e  d e s i r a b l e .  T h e  p o w e r s  of 

the a u t h o r i t y  are v e s t e d  in the d i r e c t o r s ,  and t h r e e  d i r e c t o r s  of the

- 8 -  H C S  C S S S S B  2 5 ( R e s )
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a u t h o r i t y  c o n s t i t u t e  a q u o r u m .  A c t i o n  m a y  b e  t a k e n  a n d  m o t i o n s  a n d  

r e s o l u t i o n s  a d o p t e d  by  the a u t h o r i t y  at a m e e t i n g  b y  t h e  a f f i r m a t i v e  

v o t e  of  at l e a s t  t h r e e  d i r e c t o r s .  T h e  d i r e c t o r s  of t h e  a u t h o r i t y  s e r v e  

w i t h o u t  c o m p e n s a t i o n ,  b u t  t h e y  s h a l l  r e c e i v e  t h e  s a m e  t r a v e l  p a y  and 

p e r  d i e m  as p r o v i d e d  b y  l a w  f o r  b o a r d  m e m b e r s .

*  Sec. 4. AS  4 4 . 8 3 . 0 4 5 ( a )  is a m e n d e d  to read:

(a) T h e  d i r e c t o r s  at l a r g e  s h a l l  [MUST] b e  r e s i d e n t s  a n d  q u a l i f i e d

voters of A l a s k a  a n d  s h a l l  c o m p l y  w i t h  t h e  r e q u i r e m e n t s  of AS  3 9.50 

( c o n f l i c t  o f  i n t e r e s t s ) .  T h e  d i r e c t o r s  at l a r g e  s h a l l  s e r v e  o v e r­

l a p p i n g f o u r - y e a r  terms. [THE F O U R  ORIGINA! D I R E C T O R S  A T  L A R G E  H A V E  

T E R M S  O F  ONE, TWO, TH R E E ,  A N D  F O U R  YE A R S ,  R E S P E C T I V E L Y . ]

*  S e c .  5. A S  4 4 . 8 3 . 0 8 0 ( 1 6 )  i s  a m e n d e d  b y  a d d i n g  n e w  s u b p a r a g r a p h s  t o  

r e a d :

(G) an  a p p r o p r i a t i o n  f o r  a p o w e r  p r o j e c t  a c q u i r e d  or 

c o n s t r u c t e d  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  (AS 4 4 . 8 3 . 4 0 0  - 

4 4 . 8 3 . ^ 1 0 p  ;

(H) a p p r o p r i a t i o n s  f o r  t h e  p o w e r  p r o d u c t i o n  c o s t  a s s i s ­

t a n c e  f u n d  ( A S  4 4 . 8 3 . 1 6 2 ) ,  a n d  f o r  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  d e v e l o p e d  u n d e r  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a  

( A S  4 4 . 8 3 . 4 0 0  - 44 . 8 3 .j510j).

*  S e c .  6. A S  4 4 . 8 3 . 0 9 0 ( r  y is a m e n d e d  t o  r e a d :

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

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

r u r a l  e l e c t r i c ,  c o o p e r a t i v e  e l e c t r i c ,  o r  p r i v a t e  e l e c t r i c  u t i l i t i e s  and 

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

e n g a g e  in the d i s t r i b u t i o n  of e l e c t r i c i t y  n a y  s e c u r e  a r e a s o n a b l e  s h a r e  

of the p o w e r  g e n e r a t e d  b y  a p r o j e c t ,  or  any i n t e r e s t  i n  a p r o j e c t ,  or 

f o r  a n y  r i g h t  to the p o w e r  a n d  s h a l l  sell the p o w e r  o r  c a u s e  the p o w e r  

to be s o l d  at the l o w e s t  r e a s o n a b l e  p r i c e s  w h i c h  c o v e r  the full cost of

-9- H C S  C S S S S B  2 5 ( R e s )
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the e l e c t r i c i t y  or s e r v i c e s ,  i n c l u d i n g  c a p i t a l  and o p i r a t i n g  costs,

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

c h a r g e s  th a t  m a y  b e  a u t h o r i s e d  b y  this c h a p t e r .  E x c e p t  f o r  a c o n t r a c t
£f°<0 '

e n t e r e d  i n t o  u n d e r  A S  4 4 . 8 3 . 4 0 0  - A S  4 4 . 8 3  .[510j, a [A] c o n t r a c t  f o r  the 

sale, t r a n s m i s s i o n  a n d  d i s t r i b u t i o n  of p o w e r  g e n e r a t e d  b y  a p r o j e c t  or* 

any r i g h t  to the c a p a c i t y  o f  it s h a l l  p r o v i d e :

(1) f o r  p a y m e n t  of all o p e r a t i n g  a n d  m a i n t e n a n c e  e x p e n s e s  of 

a p r o j e c t  a n d  costs o f  r e n e w a l s ,  r e p l a c e m e n t s  and i m p r o v e m e n t s  of  it;

(2) f o r  i n t e r e s t  o n  and a m o r t i z a t i o n  c h a r g e s  s u f f i c i e n t  to 

r e t i r e  b-.nds of the a u t h o r i t y  i s s u e d  f o r  t h e  p r o j e c t  a n d  r e s e r v e s  for 

them, p l u s  a d e b t  s e r v i c e  c o v e r a g e  f a c t o r  as m a y  be d e t e r m i n e d  b y  the 

a u t h o r i t y  to be n e c e s s a r y  f o r  t h e  m a r k e t a b i l i t y  of its b o n d s ;

(3) for m o n i t o r i n g  of the p r o j e c t  by the a u t h o r i t y  o r  its

a g e n t s ;

(4) for fu l l  a n d  c o m p l e t e  d i s c l o s u r e  to the a u t h o r i t y  of all 

f a c t o r s  of cost i n  t h e  t r a n s m i s s i o n  and d i s t r i b u t i o n  of p o w e r ,  so that 

rates to any p e r s o n s  m a y  b e  f i x e d  i n i t i a l l y  in t h e  c o n t r a c t  a n d  m a y  be 

a d j u s t e d  f r o m  time to time o n  the b a s i s  of t r u e  cost data; ' '

(5) for p e r i o d i c  r e v i s i o n s  o f  the s e r v i c e  a n d  r a t e s  to 

p e r s o n s  on the b a s i s  of a c c u r a t e  cost d a t a  o b t a i n e d  b y  t h e  a c c o u n t i n g  

m e t h o d s  and s y s t e m s  a p p r o v e d  b y  the d i r e c t o r s  a n d  i n  f u r t h e r a n c e  and 

e f f e c t u a t i o n  of the p o l i c y  d e c l a r e d  in this c h a p t e r ;

(6) f o r  t h e  c a n c e l l a t i o n  and t e r m i n a t i o n  o f  a c o n t r a c t  u p o n  

v i o l a t i o n  of its t e r m s  by a n y  p e r s o n ;

(7) for s e c u r i t y  f o r  p e r f o r m a n c e  as t h e  a u t h o r i t y  m a y  c o n­

sid e r  p r a c t i c a b l e  a n d  a d v i s a b l e ,  i n c l u d i n g  p r o v i s i o n s  a s s u r i n g  the 

c o n t i n u a n c e  o f  the d i s t r i b u t i o n  a n d  t r a n s m i s s i o n  of p o w e r  g e n e r a t e d  by 

a p r o j e c t  and the u s e  of its f a c i l i t i e s  f o r  t h e s e  p u r p o s e s ;  a n d

(8) o t h e r  t e r m s  n o t  i n c o n s i s t e n t  w i t h  t h e  p r o v i s i o n s  and

-10- H C S  C S S S S B  2 5 ( R e s )
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p o l i c y  o f  th i s  c h a p t e r  as t h e  a u t h o r i t y  m a y  c o n s i d e r  a d v i s a b l e .

'* Sec. 7. A S  4 4 . 8 3  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 4 4 . 8 3 . 1 0 5 .  B O N D S  F O R  P O W E R  P R O J E C T S  U N D E R  T H E  E N E R G Y  P R O G R A M  

F O R  A L A S K A .  T h e  a u t h o r i t y  s h a l l  b o r r o w  m o n e y  and s h a l l  i s s u e  its bonds 

o n  w h i c h  the p r i n c i p a l  a n d  i n t e r e s t  are p a y a b l e  e x c l u s i v e l y  f r o m  m oney 

d e r i v e d  f r o m  the p o w e r  p r o j e c t  f i n a n c e d  w i t h  the proce e d s ,  of t h e  bonds

.83/510J:44 f r o m  thef o r  a p o w e r  p r o j e c t  f i n a n c e d  u n d e r  AS 4 4 . 8 3 . 4 0 0  

p o w e r  d e v e l o p m e n t  fu n d  if

(1) a p p r o p r i a t i o n s  to the p o w e r  d e v e l o p m e n t  f u n d  f o r  the 

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

ficie n t  to c o v e r  the c< st of a c q u i r i n g  o r  c o n s t r u c t i n g  the p o w e r  

p r o j e c t ;  a n d

(2) the a m o u n t  of i n t e r e s t  w h i c h  the a u t h o r i t y  w i l l  pay on 

its b o n d s  is n o t  m o r e  t h a n  a l t e r n a t i v e  c o sts of s e c u r i n g  m o n e y  to pay

f o r  the a c q u i s i t i o n  or c o n s t r u c t i o n  of the p o w e r  p r o j e c t .
£  * S (as VY f f .  I*i (XsS)

y** Sec. 8. A S  4 4 . 8 3 . 1 7 7 ( a )  is a m e n d e d  to read:

(a) To i d e n t i f y  p o w e r  p r o j e c t  a l t e r n a t i v e s  and e n e r g y  n e e d s  and 

c o n s u m p t i o n  p a t t e r n s  for a c o n m u n i t y ,  the a u t h o r i t y  s h a l l ,  a f ter 

c o n s u l t a t i o n  w i t h  o t h e r  s t a t e  a g e n c i e s  a n d  af er r e v i e w  o f  i n f o r m a t i o n  

on a l t e r n a t i v e  s o u r c e s  of p o w e r ,  c o m p l e t e  a r e c o n n a i s s a n c e  s t u d y  for 

e a c h  p r o p o s e d  n e w  p o w e r  p r o j e c t .

* Sec. 9. A S  4 4 . 8 3 . 1 7 7 ( b )  is r e p e a l e d  and r e e n a c t e d  to read:

(b) A  r e c o n n a i s s a n c e  s t u d y  s h all

(1) s u r v e y  all e n e r g y  s o u r c e s  a v a i l a b l e  to the c o m m u n i t y  and

a d j a c e n t  a r e a  a n d  e v a l u a t e  the r e l a t i v e  e c o n o m i c  m e r i t s  o f  a l t e r n a t i v e  

s o u r c e s  of e n e r g y ,  i n c l u d i n g  e n e r g y  c o n s e r v a t i o n  a n d  c a p t u r e  and 

u t i l i z a t i o n  of w a s t e  e n e r g y  as p r o v i d e d  for in A S  4 4 . 8 3 . 1 7 0 ( b ) ( 1 ) ;  if 

the s t u d y  s u r v e y s

(A) p o t e n t i a l  h y d r o e l e c t r i c  sites, t h e  s t u d y  shall
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A i n c l u d e  o n e - y e a r  d a t a  c o l l e c t i o n  o n  w a t e r  flow;

(B) w i n d  e n e r g y ,  t h e  s t u d y  s h a l l  i n c l u d e  a o n e - y e a r  

c o l l e c t i o n  a n d  e v a l u a t i o n  of d a t a  o n  w i n d  speed, d i r e c t i o n ,  a n d  

o t h e r  i n f o r m a t i o n  v a l u a b l e  to d e v e l o p m e n t  of w i n d  g e n e r a t i o n ;

(2) i n c l u d e  a n  a s s e s s m e n t  of  the t o t a l  e n e r g y  n e e d s  of  the 

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

a n d  t r a n s p o r t a t i o n  f u els b a s e d  on the n a t u r e  and a m o u n t  o f  e n e r g y  u s e  

a n d  the p u r p o s e  of its use;

(3) i n c l u d e  an a s s e s s m e n t  of the e f f e c t  of the d e v e l o p m e n t  

of a l t e r n a t i v e  s o u r c e s  of e n e r g y  o n  t h e  e n v i r o n m e n t  so as to a s s u r e  

that t h e r e  is nc a d v e r s e  e f f e c t  to the e n v i r o n m e n t  w h i c h  w o u l d  m a k e  the 

p r o j e c t  i n a d v i s a b l e ;
I

(A) i n c l u d e  p u b l i c  c o m m e n t  f r o m  r e s i d e n t s  of t h e  c o m m u n i t y  

a n d  a d j a c e n t  areas.

* Sec. 10. AS 4 4 . 8 3 . 1 7 7  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

(d) In c o m p l e t i n g  a r e c o n n a i s s a n c e  study, the a u t h o r i t y  s h a l l

c o n s u l t  w i t h  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  the D e p a r t­

me n t  of C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t ,  and w i t h  t h e  A l a s k a  E n e r g y  

C e n t e r  t o  d e t e r m i n e  the i n f o r m a t i o n  w h i c h  e a c h  m a y  r e q u i r e  for e n e r g y  

p l a n n i n g  and the d e v e l o p m e n t  of t e c h n o l o g y .

* Sec. 11. AS  4 4 . 8 3 . 2 2 4  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

(b) E a c h  r e c o n n a i s s a n c e  s t u d y  c o m p l e t e d  in a c c o r d a n c e  w i t h  A S  44.-

L
8 3.177 s h a l l  b e c o m e  p a r t  of the l o n g - t e r m  e n e r g y  p l a n  p r o v i d e d  for 

u n d e r  (a) of t h i s  s e c t i o n / J

* Sec. 12. A S  4 4 . 2 5 . 0 2 0  is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:

(5) i n v e s t  a n d  m a n a g e  the b a l a n c e  of the p o w e r  p r o j e c t

d e v e l o p m e n t  f u n d  in a c c o r d a n c e  w i t h  AS 4 4 . 8 3 . 4 3 0 .

* Sec. 13. A P P L I C A B I L I T Y  O F  A C T  T O  D I R E C T O R S ,  (a) T h e  t e r m s  of o f f i c e  

>f all m e m b e r s  of the B o a r d  of D i r e c t o r s  of the A l a s k a  P o w e r  A u t h o r i t y
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e r v i n g  on  the e f f e c t i v e  da t e  o f  this A c t  t e r m i n a t e  o n  the e f f e c t i v e  d a t e  of 

h i s  A c t .

(b) T h e  g o v e r n o r  s h a l l  a p p o i n t  two ^ d i r e c t o r s  o f  the Ala. t P o w e r  

iUthorit£]at large. W h e n  m a k i n g  his a p p o i n t m e n t s  u n d e r  this s u b s e c t i o n ,  the 

governor s h a l l  s p e c i f y  t h e  l e n g t h  of t h e  term of o f f i c e  of e a c h  m e m b e r  he

ippoints. Of the m e m b e r s  at l a r g e  f i r s t  a p p o i n t e d  b y  the g o v e r n o r  u n d e r  

:his s u b s e c t i o n ,

(1) one m e m b e r  shall s e r v e  a t w o - y e a r  term;

(2) one m e m b e r  s h a l l  s e r v e  a f o u r - y e a r  term.

* Sec. 14. T h i s  Act t akes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  01.- 

l0 . 0 7 0 ( c )  .

I
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O r i g i n a l  s p o n s o r s :  K e r t t u l a ,  D a n k w o r t h ,
Z i e g l e r ,  e t  al

J) k m t

I N  T H E  S E N A T E  B Y  T H E  R E S O U R C E S  C O M M I T T E

H O U S E  CS F O R  CS F O R  S P O N S O R  S U B S T I T U T E  F O R  S E N A T E  B I L L  N O .  25 ( R e s o u r c e s )

IN  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A  

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

A  B I L L
• 4

F o r  a n  A c t  e n t i t l e d ?  " A n  A c t  r e l a t i n g  to the A l a s k a  P o w e r  A u t h o r i t y ,  a m e n d­

i n g  the A l a s k a  P o w e r  A u t h o r i t y  A c t ,  a n d  p r o v i d i n g  f o r  

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

of  t h e  A l a s k a  P o w e r  A u t h o r i t y ;  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 . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A :

* S e c t i o n  1. A S  4 4 . 8 2  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to r e a d :

, J I C L E  8. E N E R G Y  P R O G R A M  F O R  A L A S K A .

Sec. 4 4 . 8 3 . 4 0 0 .  P R O G R A M  E S T A B L I S H E D .  (a) T h e  e n e r g y  p r o g r a m  for 

A l a s k a  is e s t a b l i s h e d .  T h e  p r o g r a m  s h a l l  b e  a d m i n i s t e r e d  b y  t h e  a u t h o r  

ity.

(b) T h e  e n e r g y  p r o g r a m  f o r  A l a s k a  is a p r o g r a m  b y  w h i c h  t h e  

a u t h o r i t y  m a y  a c q u i r e  or c o n s t r u c t  p o w e r  p r o j e c t s  w i t h  m o n e y  a p p r o ­

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

A S  4 4 . 8 3 . 4 1 0 .  A p o w e r  p r o j e c t  m a y  b e  a c q u i r e d  o r  c o n s t r u c t e d  as p a r t  

of the e n e r g y  p r o g r a m  f o r  A l a s k a  o n l y  if t h e  p r o j e c t  is s u b m i t t e d  to 

a n d  a p p r o v e d  b y  the l e g i s l a t u r e  i’ ^ c o r d a n c e  w i t h  p r o c e d u r e s  s e t  o u t  

in A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 7 .

S e c .  4 4 . 8 3 . 4 1 0 .  P O W E R  D E V E L O P M E N T  F U N D  E S T A B L I S H E D .  (a) A  p o w e r  

d e v e l o p m e n t  f u n d  is e s t a b l i s h e d  in the A l a s k a  P o w e r  A u t h o r i t y  t o  c a r r y  

o u t  t h e  p u r p o s e s  o f  the e n e r g y  p r o g r a m  f o r  A l a s k a  ( A S  4 4 . 8 3 . 4 0 0  -

4 4 . 8 3 . 5 0 0 ) .

(b) T h e  f u n d  i n c l u d e s

(1) a l l  m o n e y  a p p r o p r i a t e d  to it b y  t h e  l e g i s l a t u r e ;  a n d
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1  ( 2 )  i n t e r e s t  e a r n e d  b y  i n v e s t m e n t  o f  m o n e y  i n  t h e  f u n d  b y

2 t h e  D e p a r t m e n t  o f  R e v e n u e .

3  Se c .  4 4 . 8 3 . 4 2 0 .  U S E  OF F U N D  B A L A N C E .  (a) T h e  f u u d  m a y  b e  u s e d

4 b y  t h e  a u t h o r i t y  to  p r o v i d e  m o n e y  f o r

5  ( 1 )  r e c o n n a i s s a n c e  a n d  f e a s i b i l i t y  s t u d i e s  a n d  p o w e r  p r o j e c t

6 f i n a n c e  p l a n s  p r e p a r e d  u n d e r  A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 1 ;

7 (2) t h e  c o s t  of a p o w e r  p r o j e c t ,  i n c l u d i n g  b u t  n o t  l i m i t e d

8 to c o s t s  of  a c q u i r i n g  n e c e s s a r y  l i c e n s e s ,  p r e p a r i n g  e n g i n e e r i n g  d e s i g n s ,

9 o b t a i n i n g  land, a n d  c o n s t r u c t i n g  the p o w e r  p r o j e c t ;  a n d

10 (3) t h e  p o w e r  p r o d u c t i o n  c o s t  a s s i s t a n c e  f u n d  (AS 4 4 . 8 3 . 1 6 2 ) .

11 (b) M o n e y  i n  t h e  f u n d  m a y  be  u s e d  u n d e r  (a) o f  t h i s  s e c t i o n  o n l y  •

12 f o r  a p o w e r  p r o j e c t  w h i c h

1 3  (1) m e e t s  the r e v e n u e  r e q u i r e m e n t s  o f  A S  4 4 . 8 3 . 4 7 0 ;  a n d

1 4  (2) o p e r a t e s  or w i l l  operatc-

' 1 5  (A) o n  r e n e w a b l e  e n e r g y  r e s o u r c e s ,  i n c l u d i n g  b u t  n o t

16 l i m i t e d  to h y d r o e l e c t r i c  p o w e r ,  w i n d ,  b i o m a s s ,  t i d a l  o r  s o l a r

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

18 p h y s i c a l  p r o p e r t i e s  o f  t h e  o c e a n ;

19 (B) o n  c o a l  or p e a t  if t h e  a u t h o r i t y  d e t e r m i n e s  t h a t

20 (i) t h e  s o u r c e  o f  the f u e l  f o r  t h e  p r o j e c t  is

21 a b u n d a n t ;  a n d

22 (i i ) r e n e w a b l e  e n e r g y  r e s o u r c e s  t o  p r o d u c e  p o w e r

^3 f o r  the m a r k e t  a r e a  of the p o w e r  p r o j e c t  a r e  n o t  a v a i l a b l e  or

24 a r e  n o t  e c o n o m i c a l l y  f e a s i b l e ,

25 (C) c n  e n e r g y  d e r i v e d  f r o m  w a s t e  h e a t  f r o m  t h e r m a l

2£ g e n e r a t i n g  p l a n t s ;  or

27 (D) o n  f o s s i l  f u e l  if n o n e  o f  t h e  o t h e r  r e s o u r c e s  or

28 f u e l s  l i s t e d  i n  this s u b s e c t i o n  a r e  e c o n o m i c a l l y  f e a s i b l e .

2 3 - Sec. 4 4 . 8 3 . 4 3 0 .  I N V E S T M E N T  OF F U N D  T h e  D e p a r t m e n t  of  R e v e n u e
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s h a l l  i n v e s t  t h e  b a l a n c e ,  o f  t h e  f u n d  w h i c h  e x c e e d s  t h e  a m o u n t  t h e  

a u t h o r i t y  d e t e r m i n e s  is n e c e s s a r y  to m e e t  r e q u i r e m e n t s  o f  A S  4 4 . 8 3 . 4 2 0  

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

R e v e n u e  u n d e r  t h i s  s u b s e c t i o n  s h a l l  b e  m a d e  i n  a c c o r d a n c e  w i t h  A S 3 7 . -

1 0 . 0 7 0  a n d  3 7 . 1 0 . 0 7 5 .

S e c .  4 4 . 8 3 . 4 4 0 .  A L L O T M E N T  T O  P R O J E C T S .  (a) T h e  a u t h o r i t y  s h a l l  

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

p o w e r  p r o j e c t

(1) a p p r o v e d  in a c c o r d a n c e  w i t h  A S  4 4 . 8 3 . 1 8 5 ;  a n d

(2) f c r  w h i c h  a n  a l l o c a t i o n  is m a d e  f r o m  a n  a p p r o p r i a t i o n  

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

p r o j e c t .

(b) I n c o m e  e a r n e d  f r o m  i n v e s t m e n t  of m o n e y  a p p r o p r i a t e d  to  t h e  

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

a p p r o p r i a t i o n s  h a v e  b e e n  m a d e  b y  lav;. T h e  a l l o t m e n t  s h a l l  be  b a s e d  o n  

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

d u r i n g  or  a f t e r  w h i c h  t h e  l e g i s l a t u r e  a p p r o p r i a t e d  m o n e y  to t h e  f u n d .  

A n  a l l o t m e n t  of i n c o m e  u n d e r  this s u b s e c t i o n  s h a l l  b e  m a d e  t o  e a c h  

p o w e r  p r o j e c t  f o r  w h i c h  a s p e c i f i c ' a p p r o p r i a t i o n  h a s  b e e n  m a d e  i n  • 

p r o p o r t i o n  to ohe u n e x p e n d e d  a m o u n t  a p p r o p r i a t e d  f o r  t h a t  p r o j e c t  a s  a 

p e r c e n t a g e  of the t o t a l  a m o u n t  a p p r o p r i a t e d  b y  t h e  l e g i s l a t u r e  to t h e  

f u n d .

Sec. 4 4 . 8 3 . 4 5 0 .  R E A P P R O P R I A T I O N  OF F U N D  B A L A N C E .  (a) I f  a p o w e r  

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

a m o u n t  a p p r o p r i a t e d  to it m a y  be r e a p p r o p r i a t e d  to o t h e r  p o w e r  p r o j e c t s

- r
b y  the l e g i s l a t u r e .

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

s e c t i o n  o n l y  for a p o w e r  p r o j e c t  w h i c h  is e c o n o m i c a l l y  f e a s i b l e  u n d e r  

A S  4 4 . 8 3 . 1 8 1 ( b )  a n d  o n l y  if the p r o j e c t  w i l l  s e r v e  t h e  m a r k e t  a r e a  t h a t
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w o u l d  h a v e  b e e n  s e r v e d  b y  t h e  p o w e r  p r o j e c t  d e s i g n a t e d  b y  t h e  l e g i s l a­

t u r e  a n d  n o t  c o n s t r u c t e d .

Sec. 4 4 . 8 3 . 4 6 0 .  L A P S E  OF E X C E S S  A P P R O P R I A T I O N S .  I f  a t  t h e  e n d  o f  

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

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

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

Se c .  4 4 . 8 3 . 4 7 0 .  R E V E N U E  R E Q U I R E M E N T S .  T h e  a u t h o r i t y  m a y  n o t  u s e  

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

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

r e v e n u e  s u f f i c i e n t  to c o v e r

(1) o p e r _ : i o n ,  m a i n t e n a n c e ,  a n d  e q u i p m e n t  r e p l a c e m e n t  co s t s '  

of  the p o w e r  p r o j e c t ;

(2) d e b t  s e r v i c e  c o s t s  a s s o c i a t e d  w i t h  t h e  p o w e r  project.;

a n d

(3) t h e  c o s t s  of s a f e t y  i n s p e c t i o n s  a n d  i n v e s t i g a t i o n s  o f  

t h e  p o w e r  p r o j e c t  b y  the a u t h o r i t y .

S e c .  4 4 . 8 3 . 4 8 0 .  O P E R A T I O N  OF P0VTE R  P R O J E C T .  (a) A  p o w e r  p r o j e c t  

w h i c h  is a c q u i r e d  or c o n s t r u c t e d  as p a r t  of t h e  e n e r g y  p r o g r a m  f o r  

A l a s k a  is o w n e d  b y  t h e  s t a t e  a-.d s h a l l  be a d m i n i s t e r e d  b y  t h e  a u t h o r i t y

(b) W h e n  a p o w e r  p r o j e c t  h a s  b e e n  a c q u i r e d  o r  c o n s t r u c t e d  b y  t h e  

a u t h o r i t y ,  t h e  p r o j e c t  m a y  be o p e r a t e d  f o r  t h e  a u t h o r i t y  u n d e r  a c o n ­

t r a c t  b e t w e e n  a q u a l i f i e d  u t i l i t y  a n d  t h e  a u t h o r i t y .

S e c .  4 4 . 8 3 . 4 9 0 .  S A L E  OF P O W E R  F R O M  P O W E R  P R O J E C T .  (a) T h e  

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

c o n s t r u c t e d  u n d e r  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a .  A  u t i l i t y  w h i c h
A

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

a g r e e  w i t h  the a u t h o r i t y

(1) to g i v e  p r e f e r e n c e  i n  the s a l e  o f  p o w e r  a t  r e t a i l  to a l l  

c l a s s e s  o f  c o n s u m e r s  of p o w e r  e x c e p t  i n d u s t r i a l  c o n s u m e r s ;
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(2) t o  c h a r g e  i n d u s t r i a l  c o n s u m e r s  o f  p o w e r  a  r a t e  d e t e r m i n e d  

b y  t h e  a u t h o r i t y  i n  a c c o r d a n c e  w i t h  (d) of t h i s  s e c t i o n .

(b) T h e  a u t h o r i t y  s h a l l  e s t a b l i s h  a w h o l e s a l e  p o w e r  r a t e  s t r u c t u r e  

a p p l i c a b l e  to s a l e s  o f  p o w e r  to its c u s t o m e r s  a t  t h e  b u s b a r  o f  t h e  

p o w e r  p r o j e c t  as f o l l o w s :

(1) If, b y  J u l y  1, 1986, t h e  l e g i s l a t u r e  h a s  n o t  a p p r o p r i a t e d  

at l e a s t  $ 5 , 0 0 0 , 0 0 0 , 0 0 0  to the p o w e r  d e v e l o p m e n t  f u n d ,  t h e  a u t h o r i t y  

s h a l l ,  b e g i n n i n g  o n  t h a t  d a t e ,  e s t a b l i s h  a n d  m a i n t a i n  a  w h o l e s a l e  p o w e r  

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

a n  a n n u a l  b a s i s ,  10 p e r c e n t  of t h e  a m o u n t  a p p r o p r i a t e d  t o  t h e  p o w e r  

d e v e l o p m e n t  f u n d .  . .{

I
(2) If, b y  J u l y  1, 1986, t h e  l e g i s l a t u r e  h a s  a p p r o p r i a t e d  at 

l e a s t  $ 5 , 0 0 0 , 0 0 0 , 0 0 0  to the p o w e r  d e v e l o p m e n t  f u n d ,

(A) u n t i l  J u n e  30 o f  t h e  f i s c a l  y e a r  i n  w h i c h  the 

p r o d u c t i o n  c a p a c i t y  of all p o w e r  p r o j e c t s  a c q u i r e d  or c o n s t r u c t e d  

b y  t h e  a u t h o r i t y  u n d e r  the e n e r g y  p r o g r a m  f o r  A l a s k a  e x c e e d s  5 0 0  

m e g a w a t t s ,  the a u t h o r i t y  m a y  e s t a b l i s h  a n d  m a i n t a i n  a  w h o l e s a l e  

p o w e r  r a t e  for e a c h  p o w e r  p r o j e c t  w h i c h  r a t e  w i l l  r e t u r n  t o  the 

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

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

the fund;

(B) b e g i n n i n g  J u l y  1 of the f i r s t  f i s c a l  y e a r  f o l l o w i n g

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

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

for A l a s k a  e x c e e d s  5 0 0  m e g a w a t t s ,  the a u t h o r i t y  s h a l l  e s t a b l i s h

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

p r o j e c t s  w h i c h  it h a s  a c q u i r e d  or c o n s t r u c t e d  u n d e r  t h e  e n e r g y

p r o g r a m  f o r  A l a s k a ;  the w h o l e s a l e  p o w e r  r a t e  s h a l l  be c o m p u t e d  b y

the a u t h o r i t y  a n n u a l l y ,  and s h a l l  e q u a l  t h e  r a t e  w h i c h  t h e  a u t h o r -
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i t y  e s t i m a t e s  is n e c e s s a r y  to p r o d u c e  r e v e n u e  w h i c h  i s  s u f f i c i e n t

to p a y

(i) o p e r a t i o n ,  m a i n t e n a n c e ,  a n d  e q u i p m e n t  r e p l a c e­

m e n t  c o s t s  of t h e  p o w e r  p r o j e c t s ;

(ii) d e b t  s e r v i c e  c o s t s  o f  t h e  p o w e r  p r o j e c t s ;

(iii) s a f e t y  i n s p e c t i o n s  and' i n v e s t i g a t i o n s  o f  t h e  

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

(iv) a n n u a l  c o s t s  o f  the p o w e r  p r o d u c t i o n  c o s t  

a s s i s t a n c e  p r o g r a m  (AS 4 4 . 8 3 . 1 6 2 ) .

(c) T h e  a u t h o r i t y  s h a l l  t r a n s m i t  t h e  r e v e n u e s  w h i c h  e x c e e d  a c t u a l  

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

s e r v i c e  c o s t s  of t h e  p o w e r  p r o j e c t s  to the c o m m i s s i o n e r  o f  r e v e n u e  f o r  

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

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

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

p r i a t i o n  to t h e  a u t h o r i t y  for s a f e t y  i n s p e c t i o n s  a n d  i n v e s t i g a t i o n s  o f  

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

c o s t  a s s i s t a n c e  p r o g r a m .

(d) A r a t e  f o r  a n  i n d u s t r i a l  c o n s u m e r  u n d e r  ( a ) ( 2 )  o f  th i s  

s e c t i o n

(1) m a y  e x c e e d  t h e  w h o l e s a l e  p o w e r  r a t e  d e t e r m i n e d  u n d e r  (b) 

of t h i s  s e c t i o n ;

(2) m a y  n o t  b e  le s s  t h a n  the r a t e  c h a r g e d  r e s i d e n t i a l  c o n­

s u m e r s  .

(e) T h e  l e g i s l a t u r e  m a y ,  b y  law, a n n u l  o r  c h a n g e  t h e  w h o l e s a l e  

p o w e r  r a t e  for s a l e s  of p o w e r  w h i c h  the a u t h o r i t y  a d o p t s  u n d e r  (b) o f  

t h i s  s e c t i o n .

Se c .  4 4 . 8 3 . 5 0 0 .  D E F I N I T I O N S .  In AS 4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 5 0 0 ,

(1) " b u s b a r "  m e a n s  the s u b s t a t i o n  w h i c h  s e r v e s  a s  t h e  de-

-6- H C S  C S S S S B  2 5 ( R e s )

L A - L  2 0 A



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

a u t h o r i t y  to t h e  t r a n s m i s s i o n  a n d  d i s t r i b u t i o n  s y s t e m  o f  t h e  u t i l i t y ;

(2) " f u n d "  m e a n s  the p o w e r  d e v e l o p m e n t  f u n d ;

(3) " i n d u s t r i a l  c o n s u m e r "  m e a n s  a  c u s t o m e r  o f  a  u t i l i t y  

w h i c h  c u s t o m e r  h a s  a p e a k  p o w e r  d e m a n d  in  e x c e s s  o f  5 0 0  k i l o w a t t s  p e r  

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

(A) m a n u f a c t u r i n g ;

(B) p i p e l i n e  t r a n s p o r t a t i o n ;

(C) t h e  r e c o v e r y  o r  p r o c e s s i n g  o f  m i n e r a l s ;

(D) the p r o c e s s i n g  o f  t i m b e r ,  a g r i c u l t u r a l ,  o r  s e a f o o d

p r o d u c t s  o r  t h e i r  b y - p r o d u c t s ;  or

(E) the o p e r a t i o n  of f a c i l i t i e s  o w n e d  b y  t h e  f e d e r a l  

g o v e r n m e n t ;

(4) " q u a l i f i e d  u t i l i t y "  m e a n s  a n y  o f  t h e  f o l l o w i n g  w h i c h  t h e  

a u t h o r i t y  d e t e r m i n e s  is c a p a b l e  of o p e r a t i n g  a n d  m a i n t a i n i n g  a  p o w e r

p r o j e c t  o f  the k i n d  a n d  m a g n i t u d e  w h i c h  h a s  b e e n  c o n s t r u c t e d  o r  is to

be c o n s t r u c t e d  to p r o v i d e  p o w e r  for a m a r k e t  a r e a :

(A) a c o r p o r a t i o n  o r g a n i z e d  u n d e r  t h e  A l a s k a  N o n p r o f i t  

C o r p o r a t i o n  Act (AS 1 0 . 2 0 ) ;

(B) a n  e l e c t r i c  c o o p e r a t i v e  o r g a n i z e d  u n d e r  t h e  E l e c t r i c  

a n d  T e l e p h o n e  C o o p e r a t i v e  A c t  (AS 1 0 . 2 5 ) ;

(C) a p u b l i c  u t i l i t y  w h i c h  g e n e r a t e s ,  t r a n s m i t s ,  or 

d i s t r i b u t e s  e l e c t r i c a l  s e r v i c e  to the p u b l i c ;  a n d

(D) a r e g i o n a l  e l e c t r i c a l  a u t h o r i t y  ( A S  1 8 . 5 7 ) .

Sec. 2. AS  4 4 . 8 3 . 0 3 0  is a m e n d e d  to r e a d :

F»ec. 4 4 . 8 3 . 0 3 0 .  M E M B E R S H I P  OF T H E  A U T H O R I T Y .  [ ( a)] T h e  a u t h o r­

ity s h a l l  c o n s i s t  of the f o l l o w i n g  d i r e c t o r s :

(1) two [FOUR] d i r e c t o r s  at l a r g e  t o  be a p p o i n t e d  b y  the 

g o v e r n o r  a n d  c o n f i r m e d  b y  the l e g i s l a t u r e ;
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(2) three persons appointed by the g o v e r n o r  f r o m  among the 

heads of the principal departments of the e x e c u t i v e  b r a n c h  of the 

state government [THE COMMISSIONER OF COMMERCE A N D  E C O N O M I C  DEVELOPMENT.

(b) THE COMMISSIONERS OF COMMUNITY AND R E G I O N A L  AFFAIRS, N A T U R A L  

RESOURCES, TRANSPOR T A T I O N  AND PUBLIC FACILITIES, A N D  R E V E N U E  SHALL H A V E  

THE RIGHTS AND PRIVILEGES OF DIRECTORS EXCEPT F O R  T H E  R I G H T  TO VOTE AND 

M A Y  NOT BE CONSIDERED FOR PURPOSES OF QUORUM OR V O T I N G ] .

Sec. 3. AS 44.83.040 is amended to read:

Sec. 44.83.040. OFFICERS AND QUORUM. T h e  d i r e c t o r s  [DIRECTOR] 

shall elect one of their number [THE DIRECTORS AT LARGE] as c h a i r m a n  

and may elect other officers they determine des i r a b l e .  The powers of ' 

the authority are vested in the directors, and t h r e e  directors of the 

authority constitute a quorum. Action may be t a k e n  and m o t ions and 

resolutions adopted by the authority at a m e e t i n g  by the affirmative 

v o t e  of at least three directors. The directors of the a u t h o r i t y  serve 

without compensation, but they shall receive the same travel p a y  and 

per diem as provided by law for board members.

Sec. 4. AS 44.83.045(a) is amended to read:

(a) The directors at large shall [MUST] b e  r e s i d e n t s  and qualified 

voters of Alaska and shall comply with the r e q u i r e m e n t s  of AS 39.50 

(conflict of interests) . The directors at large shall serve o v e r­

lapping four-year terms. [THE FOUR ORIGINAL D I R E C T O R S  A T  LA R G E  H A V E  

TERMS OF ONE, TWO, THREE, AND FOUR YEARS, RES P E C T I V E L Y . ]

Sec. 5. AS 44.83.080(16) is amended by a d d i n g  n e w  su b p a r a g r a p h s  to

(G) an appropriation for a p o w e r  p r o j e c t  acquired or 

constructed under the energy program for A l a s k a  (AS 4 4 . 63.400 -

44.83.500);

(H) appropriations for the p o w e r  p r o d u c t i o n  cost assis-
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tance fund (AS 44.83.162), and for o p e r a t i o n  a n d  m a i n t e n a n c e  of 

power projects developed under the ene r g y  p r o g r a m  for Alaska

(AS 44.83.400 - 44.83.500).
»»

* Sec. 6. AS 44.83.090(a) is amended to read:

(a) The authority shall, in addition to the other m e t h o d s  xdiich 

it n a y  find advantageous, provide a method b y  w h i c h  m u n i c i p a l  electric, 

rural electric, cooperative electric, or p r i vate e l e c t r i c  u t i l i t i e s  and 

regional electric authorities, or other persons a u t h o r i z e d  b y  law to 

engage in the distribution of electricity m a y  s e c u r e  a  r e a s o n a b l e  share 

of the power generated by a project, or any i n t e r e s t  in a project, or 

for any right to the power and shall sell the p o w e r  or c a u s e  the power 

to be sold at the lowest reasonable prices w h i c h  c o v e r  the. full cost of 

the electricity or services, including capital and o p e r a t i n g  costs, 

debt coverage as considered appropriate by the a u t hority, and other 

charges that may be authorized by this chapter. E x c e p t  for a contract 

entered into under AS 44.83.400 - AS 44.83.500, a [A] c o n t r a c t  for the 

sale, transmission and distribution of power g e n e r a t e d  b y  a project or 

any right to the capacity of it shall provide:

(1) for payment of all operating and m a i n t e n a n c e  expenses of 

a p r o ject and costs of renewals, replacements and i m p r o v e m e n t s  of it;

(2) for interest on and amortization charges s u f f i c i e n t  to 

retire bonds of the authority issued for the p r o j e c t  and r e s e r v e s  for 

them, plus a debt service coverage factor as m a y  be d e t e r m i n e d  by the 

au t h o r i t y  to be necessary for the m a r k e t a b i l i t y  o f  its bonds-,

(3) for monitoring of the project b y  the a u t h o r i t y  or its

a g e n t s ;

(4) for full and complete disclosure to the a u t h o r i t y  of all 

factors of cost in the transmission and d i s t r i b u t i o n  of power, so that 

rates to any persons may be fixed initially in the c o n t r a c t  and may be
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adjusted from time to time on the basis of true cost data;

(5) for periodic revisions of the s e r v i c e  and rates to 

persons on the basis of accurate cost data o b t a i n e d  b y  the a c c o u n t i n g  

methods and systems approved by the directors a n d  in f u r t h e r a n c e  and 

effectuation of the policy declared in this chapter;

(6) for the cancellation and t e r m i n a t i o n  of a c o n t r a c t  u p o n  

violation of its terms by any person;

(7) for security for performance as the a u t h o r i t y  m a y  c o n­

sider practicable and advisable, including p r o v i s i o n s  a s s u r i n g  the 

continuance of the distribution and t r a n s m i s s i o n  of po w e r  g e n e r a t e d  b y  

a project and the use of its facilities for t h e s e  purposes; and

(8) other terms not inconsistent w i t h  the p r o v i s i o n s  and 

policy of this chapter as the authority m a y  c o n s i d e r  a d v isable. .

* Sec. 7. AS 44.83 is amended by adding a n e w  s e c t i o n  to read:

Sec. 44.83.105. BONDS FOR POWER PROJECTS U N D E R  T H E  E N E R G Y  P R O G R A M  

FOR ALASKA. The authority shall b o r r o w  mon e y  a n d  shall issue its bonds 

on which the principal and interest are payable e x c l u s i v e l y  f r o m  m o n e y

derived from the power project financed with the proceeds of the bonds

for a power project financed under AS 4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 5 0 0  f r o m  the 

power development fund if

(1) appropriations to ♦'he power d e v e l o p m e n t  fund for the 

power project, and interest earned on those a p p r o p r i a t i o n s ,  are i n s u f­

ficient to cover the cost of acquiring or c o n s t r u c t i n g  the p o w e r  

project; and

(2) the amount of interest which the a u t h o r i t y  will pay on 

its bonds is not more than alternative costs of s e c u r i n g  m o n e y  to pay

for the a c q uisition or construction of the p o w e r  project.

* Sec. 8. AS 44.83.181(b) is amended by adding a n e w  p a r a g r a p h  to read:

(5) a recommendation as to whether the p r o posed p r o j e c t  is
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econom i c a l l y  feasible; a power project is " e c o n o m i c a l l y  f e a s i b l e "  i f  

the authority determines that the total costs o f  the p o w e r  p r o j e c t  are 

cheaper for the estimated life of the p r o j e c t  t h a n  o t h e r  a l ternatives; 

in m a k i n g  a d e t e r m i n a t i o n  of economic f e a s i b i l i t y  u n d e r  this paragraph, 

the authority shall evaluate the estimated l i f e  of the p o w e r  p r o j e c t  

and its alternatives applying the f o l l o w i n g  •'s t a n d a r d  factors:

(A) a general inflation f a c t o r  for c o n s t r u c t i o n  and 

operating costs of seven percent annually;

(B) an interest rate of 10 p e r c e n t  f o r  n o n e y  b o r r o w e d  

for the power project; and

(C) an escalation factor for m e a s u r i n g  the comparative 

cost of oil, gas or coal; the rate to b e  a p p l i e d  for oil is 11 

percent annually, and the rate shall be a p p l i e d  to the fuel cost

c.i the date of d e termination of economic f e a s i b i l i t y .

* Sec. 9. AS 44.25.020 is amended by adding a n e w  p a r a g r a p h  to read:

(5) invest and manage the balance o f  the po w e r  p r o ject

d e v elopment fund in accordance with AS 44.8 3 . 4 3 0 .

* Sec. 10. A P PLICABILITY OF ACT TO DIRECTORS. (a) T h e  terms of office 

of all members of the Board of Directors of the A l a s k a  P o w e r  A u t hority ' 

serving on the effective date of this Act terminate o n  the e f f e c t i v e  date of 

this Act.

(b) The governor shall appoint two members at large. W h e n  m a k i n g  his 

a ppointments under this subsection, the governor s h a l l  s p e c i f y  the length of

the term of office of each member he appoints. Of the m e m b e r s  at large firs

appointed by the governor under this subsection,

(1) one memb e r  shall serve a two-year terra;

(2) one member shall serve a four-year term.

* Sec. 11. This Act takes effect immediately in a c c o r d a n c e  with AS 01.-

10.070(c) . 

LA-L 20A
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C h e n o w e t h  •„'

D J 3 E

Or i ginal sponsors: Kerttu.la, Dankworth,
Ziegler, et al

IN THE SENATE B Y  T H E  R E S O U R C E S  COMMITTEE

H O U S E  CS FOR CS FOR SPONSOR SUBSTITUTE FOR SENATE B I L L  NO. 25 (Resources)

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

TWELFTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the Alaska P o w e r  A u t h o r i t y ,  a m e n d­

ing the Alaska Power Authority A c t , and p r o v i d i n g  for 

the investment of money a p p r o p r i a t e d  for p o w e r  projects 

of the Ala s k a  Power Authority; and p r o v i d i n g  for an, 

effective date."

BE'IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.83 is amended by adding new sections to read:

ARTICLE 8. ENERGY PROGRAM FOR ALASKA.

Sec. 44.83.400. PROGRAM ESTABLISHED, (a) T h e  e n e r g y  p r o g r a m  for 

Ala s k a  is established. The program shall be a d m i n i s t e r e d  b y  t h e  a u t h o r­

ity .

(b) The energy program for Alaska is a p r o g r a m  b y  w h i c h  the 

authority may acquire or c -nstruct power proje c t s  w i t h  m o n e y  a p p r o­

priated by the legislature to the power development fund e s t a b l i s h e d  in 

AS 44.83.410. A power project ^ay be acquired or c o n s t r u c t e d  as part 

»f the energy program for Alaska only if the p r o j e c t  is s u b m i t t e d  to 

and approved by tb'- legislature in accordance w i t h  p r o c e d u r e s  set out 

in AS 44.83.177 - 44.83.187.

Sec*. 44.83.4L0. POWER DEVELOPMENT FUND ESTABL I S H E D .  (a) A power 

development fund is established in the Alaska P o w e r  A u t h o r i t y  to carry 

out the purposes of the energy program for A l a s k a  (AS 4 4 . 8 3 . 4 0 0  - 

44.83.300).

(b) The fund includes

* »
(1) all money appropriated to it by the l e g i s l a t u r e ;  and

-1- HCS C S S S S B  2 5 ( R e s )
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(2 ) intere st e a r n e d  by investment of m o n e y  i n  t h e  f u n d  b y  

the D e p a r t m e n t  of Revenue.

Sec. 44.83.420. U S E  OF F U N D  BALANCE. (a) T h e  f u n d  m a y  b e  u s e d

»
by t h e  a u t h o r i t y  to p r o v i d e  m o n e y  for

(1 ) r e c o n n a i s s a n c e  and f e a s i b i l i t y  s t u d i e s  a n d  p o w e r  p r o j e c t  

f i n a n c e  plans p r e p a r e d  u n d e r  AS 4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 1 ;

(2 ) tue cost of a p o w e r  project, i n c l u d i n g  b u t  n o t  l i m i t e d  

to c osts of a c q u i r i n g  n e c e s s a r y  licenses, p r e p a r i n g  e n g i n e e r i n g  d e s i g n s ,  

o b t a i n i n g  land, and c o n s t r u c t i n g  the p o w e r  p r o j e c t ; a n d

(3) the p o w e r  p r o d u c t i o n  cost a s s i s t a n c e  f u n d  (AS 4 4 . 8 3 . 1 6 2 ) .  

(b) M o n e y  in the fund m a y  be u s e d  u n d e r  (a) of this s e c t i o n  only

for a p o w e r  p r o ject w h i c h

(1) m eets the r e v e n u e  r equi r e m e n t s  of A S  4 4 . 8 3 . 4 7 0 ;  a n d
•f’ ^

(2 ) ope rates or w i l l  ope rate OVv 0Y\C CrC rAOYTl Cfy < 1\JL ̂ j<Jll0U / V ^ *  ^  •

(A) r,n r e n e w a b l e  e n e r g y  resources, i n c l u d i n g  b u t  not 

li m i t e d  to h y d r o e l e c t r i c  powar, wind, b i o m a s s ^  t i d a l  o r  s o l a r *  

energy, or a m e t h o d  w h i c h  uses temper a t u r e  d i f f e r e n t i a l s  o r  o t h e r  

p h y s i c a l  p r o p e r t i e s  of the ocean;

(B) on coal o ^ p e a t j O ^  (A

(C) on e n e r g y  d e r i v e d  from w a s t e  h e a t  f r o m  t h e r m a l  

g e n e r a t i n g  p l a n t s ; or

(D) on fossil fuel if none of the o t h e r  r e s o u r c e s  or 

fuels listed in this s u b s e c t i  n are e c o n o m i c a l l y  f e a s i b l e .

Sec. 44.83.430. I N V E S T M E N T  OF FUND. The D e p a r t m e n t  of R e v e n u e  

s hall inves t the b a l a n c e  of the fund w h i c h  e x c e e d s  the a m o u n t  the 

a u t h o r i t y  d e t e r m i n e s  is n e c e s s a r y  to meet r e q u i r e m e n t s  of A S  4 4 . 8 3 . 4 2 0  

d u r i n g  the current fiscal year. A n  investment by t h e  D e p a r t m e n t  of 

R e v e n u e  u n d e r  this s u b s e c t i o n  shall be made in a c c o r d a n c e  w i t h  A S  37.-

1 0 . 0 7 0  and 37.10.075.
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Sec. 44.83.440. A L L O T M E N T  TO PROJECTS, (a) T h e  a u t h o r i t y  shall  

m a i n t a i n  reco rds of p o w e r  p r o j e c t  a lloca tions f r o m  t h e  f u n d  f o r  each  

p o w e r  p r o j e c t

(1) a p p r o v e d  in a c c o r d a n c e  w i t h  AS 4 4 . 8 3 . 1 8 5 ;  a n d

(2 ) for w h i c h  an a l l o c a t i o n  is m a d e  f r o m  a n  a p p r o p r i a t i o n  

m a d e  by the l e g i s l a t u r e  w i t h o u t  specify ing a n  a p p r o p r i a t i o n  to a 

p r o j e c t .

(b) Income e a r n e d  f r o m  invest m e n t  of m o n e y  a p p r o p r i a t e d  to. the 

fund shall be a l l o t t e d  b y  the au tho r i t y  to p o w e r  p r o j e c t s  f o r  w h i c h x 

a p p r o p r i a t i o n s  h a v e  b e e n  m a d e  by law. The a l l o t m e n t  s h a l l  b e  b a s e d  on 

the a mount  of i n v e s t m e n t  i ncome earned d u r i n g  e a c h  s t a t e  f i s c a l  y e a r  

d u r i n g  or after w h i c h  the l e g i s l a t u r e  a p p r o p r i a t e d  m o n e y  to t h e  fund. 

A n  a l l o t m e n t  of inroi.ie u n d e r  this s u b s e c t i o n  s h a l l  b e  m a d e  to e a c h  

p o w e r  p r o j e c t  for w h i c h  a s p e cific  a p p r o p r i a t i o n  h a s  b e e n  m a d e  in * 

p r o p o r t i o n  to the u n e x p e n d e d  amount a p p r o p r i a t e d  f o r  t h a t  p r o j e c t  as a 

p e r c e n t a g e  of the t otal a m o u n t  a p p r o p r i a t e d  by t h e  l e g i s l a t u r e  to the 

f u n d .

Sec. 4 4 . 8 3 . 4 5 0  R E A P P R O P R I A T I O N  OF F U N D  B A L A N C E ,  (a) I f  a p o w e r  

p r o j e c t  d e s i g n a t e d  by the le gisl a t u r e  by law is not c o n s t r u c t e d ,  the 

a mount a p p r o p r i a t e d  to it may be x e a p p r o p r i a t e d  to o t h e r  p o w e r  p r o j e c t s  

by the  legislature.

(b) The l e g i s l a t u r e  ma y r e a p p r o p r i a t e  m o n e y  u n d e r  (a) of this 

s e c t i o n  only for a p o w e r  p r o j e c t  w h i c h  is e c o n o m i c a l l y  f e a s i b l e  u n d e r  

A S  44.83..181(b) and only if the project will s e r v e  t h e  m a r k e t  a r e a  that 

w o u l d  have been  s e r v e d  by the p o w e r  project d e s i g n a t e d  by t h e  l e g i s l a­

ture and not cons tructed.

Sec. 44.83.460. L A P S E  OF EXCESS A P P R O P R I A T I O N S .  If at the e n d  of 

c o n s t r u c t i o n  of a p o w e r  p r o j e c t  a p p r o p r i a t i o n s  for t h e  p o w e r  p r o j e c t  

e x c e e d  the amount r e q u i r e d  for c o n s t r u c t i o n  of it, t h e  e x c e s s  lapses
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into the g e n e r a l  fund.

Sec. 44.83.470. R E V E N U E  REQUIREMENTS.' T h e  a u t h o r i t y  m a y  n o t  u s e  

m o n e y  in the fund for a p o w e r  p r o j e c t  u nless t h e  a u t h o r i t y  determine., 

that, a f t e r  construction, o p e r a t i o n  of the p o w e r  p r o j e c t  w i l l  p r o v i d e  

r e v e n u e  s u f f i c i e n t  to c o v e r

(1 ) operation, m a i n t e n a n c e ,  and e q u i p m e n t  r e p l a c e m e n t  costs 

of t he p o w e r  project;

(2 ) debt s e r v i c e  c osts a s s o c i a t e d  w i t h  the p o w e r  p r o j e c t ;

and f

(3) the costs o f  s a f e t y  i nspec t i o n s  a n d  i n v e s t i g a t i o n s  of 

the p o w e r  p r o j e c t  by the a uthori ty.

Sec. 44.83.480. O P E R A T I O N  OF P O W E R  PROJECT. (a) A  p o w e r  p r o j e c t  

w h i c h  is a c q u i r e d  or c o n s t r u c t e d  t.s part of t h e  e n e r g y  p r o g r a m  f o r  

A l a s k a  is owned by the s tate and shall be a d m i n i s t e r e d  b y  t h e  a u t h o r i t y .  •

(b) W h e n  a p o w e r  p r o j e c t  has b e e n  a c q u i r e d  o r  c o n s t r u c t e d  b y  the 

author ity, the p r o j e c t  m a y  be o p e r a t e d  for the a u t h o r i t y  u n d e r  a  c o n­

tract b e t w e e n  a q u a l i f i e d  u t i l i t y  and the author i t y .

Sec. 4 4 . 8 3 . 4 9 0 . SALE OF P O W E R  F R O M  P O W E K  P R O JECT. (a) T h e  

a u t h o r i t y  shall sell p o w e r  p r o d u c e d  from p o w e r  p r o j e c t s  a c q u i r e d  o r  

c o n s t r u c t e d  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 .  A  u t i l i t y  w h i c h  

p u r c h a s e s  p o w e r  p r o d u c e d  by a p o w e r  p r o j e c t  o f  the a u t h o r i t y  s h a l l  

a g r e e  w i t h  the a u t h o r i t y

(1 ) to give p r e f e r e n c e  in the sale cf p o w e r  at r e t a i l  to all 

cl a s s e s  of consumers of p o w e r  except i n d u s t r i a l  c o n s u m e r s ;

(2 ) to c harge i n d u s t r i a l  consumer s of p o w e r  a rate d e t e r m i n e d  

by the a u t h o r i t y  in a c c o r d a n c e  w i t h  (d) of this s e c t i o n .

(b) The a u t h o r i t y  shall e s t a b l i s h  a w h o l e s a l e  p o w e r  rate s t r u c t u r e  

a p p l i c a b l e  to sales of p o w e r  to its customers at the b u s b a r  of the 

p o w e r  project. I'", by J u l y  1, 986, the l e g i s l a t u r e  h a s  n o t  a p p r o -
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p r i a t e d  at least $ 5 , 0 0 0 , 0 0 0 , 0 0 0  to the p o w e r  d e v e l o p m e n t  f u n d ,  t h e

a u t h o r i t y  shall, b e g i n n i n g  o n  that date, e s t a b l i s h  a n d  m a i n t a i n  a

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

t h e  authority, o n  an a n n u a l  basis, 1 0  p e r c e n t  of t h e  a m o u n t  a p p r o p r i a t e d
_£sY \6ojxa cwrC crYTwtfr -vVsCdul b u

to the p o w e r  d e v e l o p m e n t  fund. In addi tion,

(1) u n t i l  J u n e  30 of the fiscal y e a r  i n  w h i c h  the p r o d u c t i o n  

ca p a c i t y  of all p o w e r  p r o j e c t s  a c q u i r e d  or c o n s t r u c t e d  b y  t h e  a u t h o r i t y  

u n d e r  the energy p r o g r a m  for A l a s k a  exceeds  500 m e g a w a t t s ,  t h e  a u t h o r i t y  

o - m a y ' & s t a b l i s h  a n d  m a i n t a i n  a w h o l e s a l e  p o w e r  rate f o r  e a c h  p o w e r  projectr 

w h i c h  rate w i l l  r e t u r n  to the authori ty, on a n  a n n u a l  b a s i s ,  n o t  l e s s

11 t h a n  five p e r c e n t  of t h e  amount w h i c h  the a u t h o r i t y  has i n v e s t e d  i n  the
W  locw. v ko^U. lo«A

12 p o w e r  proj ect f r o m  the fund; ^

13 (2) b e g i n n i n g  July 1 of the first f i s c a l  y e a r  f o l l o w i n g  t h e

14 d a t e  on w h i c h  the p r o d u c t i o n  c a p a c i t y  of all p o w e r  p r o j e c t s  a c q u i r e d  or

15 c o n s t r u c t e d  by the a u t h o r i t y  u n d e r  the e nergy p r o g r a m  f o r  A l a s k a  e x c e e d s

16 500 meg awatts, the a u t h o r i t y  shall e s t a b l i s h .a n d  m a i n t a i n  a  s i n g l e

17 w h o l e s a l e  p o w e r  r a t e  a p p l i c a b l e  to all p o w e r  px'ojects w h i c h  it h a s

18 a c q u i r e d  or c o n s t r u c t e d  u n d e r  the e n e r g y  p r o g r a m  f o r  A l a s k a ;  t h e  w h o l e -

19 s a l e  p o w e r  rate s h a l l  b e  c o m p u t e d  by the a u t h o r i t y  a n n u a l l y ,  a n d  s h a l l

2 0 e q u a l  the rate w h i c h  the a u t h o r i t y  estimates  is n e c e s s a r y  t o  p r o d u c e

2 1 r e v e n u e  w h i c h  is s u f f i c i e n t  to pay 

/
22 (A) operat i o n ,  m a i n t e n a n c e ,  and e q u i p m e n t  r e p l a c e m e n t

23 costs of the p o w e r  pr ojects;

(B) d e b t  service costs of the p o w e r  p r o j e c t s ;

(C) s a f e t y  inspe c t i o n s  and i n v e s t i g a t i o n s  of the p o w e r  

p r o jects by the a uthorit y; and

(D) a n n u a l  costs of the p o w e r  p r o d u c t i o n  cost a s s i s t a n c e  

28 p r o g r a m  (AS 4 4 . 8 3 . 1 6 2 ) .

2 9 ' (c) T h e  a u t h o r i t y  shall transmit the m o n e y  w h i c h  it r e c e i v e s  f r o m
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sales of p o w e r  at rates d e t e r m i n e d  u n d e r  (b) o f  t h i s  s e c t i o n  to the

c o m 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  i n  the state g e n e r a l  fund.*

(d) T h e  l e g i s l a t u r e  m a y  a p p r o p r i a t e  to t h e  a u t h o r i t y  a n  aioount 

», ’ ^o e x c e e d  five perce nt of the a mount d e t e r m i n e d  u n d e r  ( b ) ( 1 ) a n d

(2 ) of this s e c t i o n  w h i c h  the c o m m i s s i o n e r  of r e v e n u e  e s t i m a t e s  w i l l  b e 

d e p o s i t e d  into the general f u n d  for p a y i n g  c o s t s  of o p e r a t i n g  a n d  m a i n­

ta i n i n g  p o w e r  p r o j e c t s  w h i c h  it a c q u i r e d  or c o n s t r u c t e d  as p a r t  of the 

e n e r g y  p r o g r a m  for Alaska. The b a l a n c e  of the a m o u n t  d e t e r m i n e d  u n d e r  

(b)( 1 ) a n d  (2 ) of this s e c t i o n  w h i c h  the c o m m i s s i o n e r  of r e v e n u e  esti** 

m a t e s  w i l l  b e  d e p o s i t e d  into the g e n e r a l  f u n d  m a y  b e  a p p r o p r i a t e d  b y  

the l e g i s l a t u r e  to the p o w e r  p r o d u c t i o n  cost a s s i s t a n c e  fund. T h e  

e s t i m a t e s  of a m ounts r e q uire d for e a c h  of the a p p r o p r i a t i o n s  shall b e

p r o v i d e d  to t h e  g o v e r n o r  in the b u d g e t  s u b m i t t e d  u n d e r  A S  3 7.07.

(e) A  r a t e  for an i n d u s t r i a l  c o n s u m e r  u n d e r  ( a ) ( 2 )  of t h i s  s e c t i o n

(1 ) m a y  e xceed the w h o l e s a l e  p o w e r  r a t e  d e t e r m i n e d  u n d e r  (b) 

of this sec ti o n ;

(2 ) m a y  not be less t h a n  the r a t e  c h a r g e d  r e s i d e n t i a l  c o n­

sumers .

(f) The l e g i s l a t u r e  may, by law, an nul o r  c h a n g e  t h e  w h o l e s a l e  

p o w e r  r a t e  for sales of p o w e r  w h i c h  the a u t h o r i t y  a d o p t s  u n d e r  (b) of 

this section.

Sec. 44.33. 5 0 0 .  D E FI NITIONS. In AS 4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 5 0 0 ,

(1 ) "busbar" means the s u b s t a t i o n  w h i c h  s e r v e s  as the d e ­

livery p o i n t  from the g e n e r a t i o n  a n d  t r a n s m i s s i o n  s y s t e m  o f  the a u t h o r­

ity to the t r a n s m i s s i o n  and d i s t r i b u t i o n  s y s t e m  o f  the u t i l i t y ;

(2 ) "fund" means the p o w e r  d e v e l o p m e n t  fund;

(3) " i n d u s t r i a l  c o n s u m e r "  m e a n s  a c u s t o m e r  of a u t i l i t y  

w h i c h  c u s t o m e r  has a peak p o w e r  d e m a n d  in e x c e s s  of 500 k i l o w a t t s  p e r  

m o n t h  and u s e s  the p c w e r  p r i n c i p a l l y  for

-6- H C S  CSSSSB 2 5 ( R e s )
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(A) m a n u f a c t u r i n g ;

(B) p i p e l i n e  t r a n s p o r t a t i o n ;

(C) the r e c o v e r y  or p r o c e s s i n g  of m i n e r a l s ;

(D) the p r o c e s s i n g  of timber, a g r i c u l t u r a l ,  o r  s e a f o o d  

p r o d u c t s  or t h e i r  b y - p r o d u c t s ; or

(E) the o p e r a t i o n  of f a c i l i t i e s  o w n e d  b y  t h e  f e d e r a l  

g o v e r n m e n t ;

(4) " q u a l i f i e d  u t i l i t y "  means a n y  of t h e  f o l l o w i n g  w h i c h  t h e  

a u t h o r i t y  d e t e r m i n e s  is c a p able of o p e r a t i n g  a n d  m a i n t a i n i n g  a p o w e r s  

p r o j e c t  of the k i n d  and m a g n i t u d e  w h i c h  has b e e n  c o n s t r u c t e d  o r  is to 

be c o n s t r u c t e d  to p r o v i d e  p o w e r  for a m a r k e t  area:

(A) a c o r p o r a t i o n  o r g a n i z e d  u n d e r  the A l a s k a  N o n p r o f i t  

C o r p o r a t i o n  Act (AS 10.20);

(B) an e l e c t r i c  c o o p e r a t i v e  o r g a n i z e d  u n d e r  t h e  E l e c t r i c  

and T e l e p h o n e  C o o p e r a t i v e  A c t  (AS 10.25);

(C) a p u blic u t i l i t y  w h i c h  g e n e r a t e s ,  t r a n s m i t s ,  or 

d i s t r i b u t e s  e l e c t r i c a l  s e r v i c e  to the p u b l i c ;  and

(D) a region;.1 e l e c t r i c a l  a u t h o r i t y  (AS 1 8 .57).

*  Sec. 2. AS 4 4 . 8 3 . 0 3 0  is a m e r d e d  to read:

Sec. 4 4 . 8 3 . C jO. M E M B E R S H I P  OF T H E  A U T H O R I T Y ,  [(a)] T h e  a u t h o r­

ity shall c o ns ist of the f o l l o w i n g  directors:

i.
(1) two [FOUR] d i r e c t o r s  at large to be a p p o i n t e d  b y  th e  

g o v e r n o r  a n d  c o n f i r m e d  by the legislature;

• (2 ) three p e r son s a p p o i n t e d  by the g o v e r n o r  f r o m  a m o n g  t h e  

h e a d s  of the p r i n c ipal d e p a r t m e n t s  of the e x e c u t i v e  b r a n c h  of t he  

state g o v e r n m e nt [THE C O M M I S S I O N E R  OF C O M M E R C E  A N D  E C O N O M I C  D E V E L O P M E N T .

(b) T H E  C O M M I S S I O N E R S  0 C O M M U N I T Y  A N D  R E G I O N A L  A F F A I R S ,  N A T U R A L  

R E S O U R C E S ,  T R A N S P O R T A T I O N  A N D  P U B L I C  FACILI T I E S ,  A N D  R E V E N U E  S H A L L  H A V E  

T H E  R I G H T S  A N D  P R I V I L E G E S  OF D I R E C T O R S  E X C E P T  F O R  TH E  R I G H T  T O  V O T E  A N D
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Sec. 3. A S  4 4 . 8 3 . 0 4 0  is a m e n d e d  to read:

Sec. 44.83.040. O F F I C E R S  A N D  QUORUM. T h e  d i r e c t o rs [ DIRECT OR] 

s hall elect one of t h e i r  n u m b e r  [THE D I R E C T O R S  A T  L A R G E ]  a s  c h a i r m a n

and m a y  e lect o t h e r  o f f i c e r s  they d e t e r m i n e  d e s i r a b l e .  . T h e  p o w e r s  of
• /

the a u t h o r i t y  are v e s t e d  in the directors, and t h r e e  d i r e c t o r s  of the 

a u t h o r i t y  c o n s t i t u t e  a quorum. A c t i o n  may be t a k e n  and. m o t i o n s  and 

r e s o l u t i o n s  a d o p t e d  b y  the a u t h o r i t y  at a m e e t i n g  b y  t h e  a f f i r m a t i v e  

v o t e  o f  at least three directors. T he directors o f  t h e  a u t h o r i t y  serve 

w i t h o u t  c o m pensati on, but t h e y  sh all receive t h e  s a m e  t r a v e l  p a y  and 

p e r  d i e m  as p r o v i d e d  by law for b o a r d  members.

Sec. 4. AS 4 4 . 8 3 . 0 4 5 ( a )  is a m e n d e d  to read:

(a) ihe d i r e c t o r s  at large shall [MUST] be r e s i d e n t s  a n d  q u a l i f i e d  

v o t e r s  of A l a s k a  and shall c o m p l y  w i t h  the r e q u i r e m e n t s  o f  A S  39.50 

(conflict of i n terests) . T h e  d i r e c t o r s  at l a r g e  s h a l l  s e r v e  o v e r­

lapp i n g  f o u r - y e a r  terms. [THE F O U R  O R I G I N A L  D I R E C T O R S  A T  L A R G E  H A V E  

T E R M S  O F  O N E , T W O  , T H R E E , A N D  F O U R  Y E A R S  , R E S P E C T I V E L Y . ]

Sec. 5. A S  4 4 . 8 3 . 0 8 0 ( 1 6 )  is a m e n d e d  by a d ding n e w  s u b p a r a g r a p h s  to

•

(G) an a p p r o p r i a t i o n  for a p o w e r  p r o j e c t  a c q u i r e d  or 

c o n s t r u c t e d  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  (AS 4 4 . 8 3 . 4 0 0  -

4 4 . 8 3 . 5 0 0 ) ;

(H) a p p r o p r i a t i o n s  for the p o w e r  p r o d u c t i o n  c o s t  a s s i s­

tance fund (AS 4 4 . 8 3 . 1 6 2 ) v and for o p e r a t i o n  a n d  m a i n t e n a n c e  of 

p o w e r  p r o j e c t s  d e v e l o p e d  u n d e r  the e n e r g y  p r o g r a m  f o r  A l a s V a  

(AS 4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 5 0 0 ) .

Sec. 6 . AS 4 4 . 8 3 . 0 9 0 ( a )  is a m e n d e d  to read:

(a) T h e  a u t h o r i t y  shall, in a d d i t i o n  to the o t h e r  m e t h o d s  w h i c h  

“t m a y  find a d v a n t a g e o u s ,  p r o v i d e  a m e t h o d  by w h i c h  m u n i c i p a l  electric,

M A Y  NOT BE CONSIDERED F O R  PURPOSES OF QUORUM OR V O T ING] .
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rural electric, c o o p e r a t i v e  elec tric, or p r i v a t e  e l e c t r i c  u t i l i t i e s  a nd 

r e g i o n a l  e l e c t r i c  authorities, or o t h e r  p e r s o n s  a u t h o r i z e d  b y  l a w  to 

e n g a g e  in the d i s t r i b u t i o n  of e l e c t r i c i t y  m a y  s e c u r e  a r e a s o n a b l e  s h a r e  

of the p o w e r  g e n e r a t e d  by a proje c t ,  or any i n t e r e s t  i n  a p r o j e c t ,  o r  

for a n y  right to the p o w e r  a n d  shall sell the p o w e r  o r  c a u s e  t h e  p o w e r
* k*

to be sold at the lowest r e a s o n a b l e  p r i c e s  w h i c h  c o v e r  t h e  f u l l  cos t of 

the e l e c t r i c i t y  or services, i n c l u d i n g  c a p i t a l  and o p e r a t i n g  costs, 

debt c o v e r a g e  as c o n s i d e r e d  a p p r o p r i a t e  by t h e  a u t h o r i t y ,  a n d  o t h e r  

c h arges that m a y  be a u t h o r i z e d  by this chapter. E x c e p t  f o r  a c o n t r a c t  

e n t e r e d  inco u n d e r  A S  4 4 . 8 3 . 4 0° - AS 4 4. 83.500, a  [A] c o n t r a c t  f o r  the 

sale, t r a n s m i s s i o n  and disti*ibu^..on of p o w e r  g e n e r a t e d  b y  a p r o j e c t  or 

any right to the c a p a c i t y  of it shall provide:

(1 ) for p a y m e n t  of all o p e r a t i n g  a n d  m a i n t e n a n c e  e x p e n s e s  of 

a p r o j e c t  and costs of renewals, r e p l a c e m e n t s  a n d  i m p r o v e m e n t s  o f  it;

(2 ) for interest o n  and a m o r t i z a t i o n  c h a r g e s  s u f f i c i e n t  to 

retire  bonds of the a u t h o r i t y  i s s u e d  for the p r o j e c t  a n d  r e s e r v e s  f o r  

them, plus a debt s e r v i c e  c o v erage  f a c t o r  as m a y  b e  d e t e r m i n e d  b y  the 

a u t h o r i t y  to be n e c e s s a r y  for the m a r k e t a b i l i t y  o f  its bo nds;

(3) for m o n i t o r i n g  of the p r o j e c t  b y  t h e  a u t h o r i t y  o r  its

a g e n t s ;

(4) for full and c o m p l e t e  d i s c l o s u r e  t o  the a u t h o r i t y  of all
P \

f a c t o r s  of cost in the t r a n s m i s s i o n  and d i s t r i b u t i o n  of p o w e r ,  so that 

rates to any p e r s o n s  may be f ixed i n i t i a l l y  in t h e  c o n t r a c t  a n d  m u y  be 

adjusted, from time to time on the basis of true c o s t  data;

(5) for p e r iod ic r e v i s i o n s  of the s e r v i c e  a n d  r a t e s  to 

p e r s o n s  on the basis of a c c u r a t e  cost data o b t a i n e d  by t h e  a c c o u n t i n g  

m e t h o a s  and systems app roved by the d i r e c t o r s  a n d  in f u r t h e r a n c e  and 

e f f e c t u a t i o n  of the p o l i c y  d e c l a r e d  in this c h a p t e r ;

(6 ) for the c a n c e l l a t i o n  and t e r m i n a t i o n  of a c o n t r a c t  u p o n

-9- H C S  CSSSSB 2 5 ( R e s )



v i o l a t i o n  of its terms by any person;

(7) for s e c u r i t y  for  p e r f o r m a n c e  as the a u t h o r i t y  m a y  c o n­

si d e r  p r a c t i c a b l e  and advisable, i n c l u d i n g  p r o v i s i o n s  a s s u r i n g  the 

c o n t i n u a n c e  of the d i s t r i b u t i o n  and t r a n s m i s s i o n  of p o w e r  g e n e r a t e d  b y  

a p r o j e c t  and t h e  u s e  of its f a c i l i t i e s  for these p u r p o s e s ;  a n d

(8 ) o t h e r  terms not i n c o n s i s t e n t  w i t h  t h e  p r o v i s i o n s  and 

p o l i c y  of this, c h a p t e r  as the a u t h o r i t y  may c o n s i d e r  a d v i s a b l e .

* Sec. 7. AS 44.83 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to r e a d :

Sec. 44. 83.105. B O N D S  F O R  P O W E R  PROJECTS U N D E R  T H E  E N E R G Y  P R O G R A M  

F O R  A L A SKA. Th e a u t h o r i t y  shall b o r r o w  m o n e y  a n d  s h a l l  i s s u e  i t s  bonds 

on  w h i c h  the p r i n c i p a l  a n d  i n t e r e s t  are p a y a b l e  e x c l u s i v e l y  f r o m  m o n e y  

d e r i v e d  from the p o w e r  p r o j e c t  f i n a n c e d  w i t h  the p r o c e e d s  o f  t h e  bonds 

f or a p o w e r  p r o j e c t  f i n a n c e d  u n d e r  A S  4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 5 0 0  f r o m  the 

p o w e r  d e v e l o p m e n t  fun d if

(1 ) a p p r o p r i a t i o n s  to the p o w e r  d e v e l o p m e n t  f u n d  f o r  the 

p o w e r  proje c t ,  and interes t e a r n e d  on those a p p r o p r i a t i o n s ,  are i n s u f­

ficient to c o v e r  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 r o j ect; and

(2 ) the amount of inter e s t  w h i c h  t he a u t h o r i t y  w i l l  p a y  o n  

its bonds is not m o r e  t h a n  a l t e r n a t i v e  costs of s e c u r i n g  m o n e y  t o  p a y  

for the a c q u i s i t i o n  or c o n s t r u c t i o n  of the p o w e r  p r o j e c t .
*
*  Sec. 8 . AS 44.83 ,T8 ?.(b) is a m e n d e d  by a dding  a n e w  p a r a g r a p h  t o  r e a d :

(5) a r e c o m m e n d a t i o n  as to w h e t h e r  the/ p£r&,p o s e d  p r o j e c t  is 

e c o n o m i c a l l y  feasible; a p o w e r  p r o j e c t  is " e c o n o m i c a l l y  f e a s i b l e "  if 

the a u t h o r i t y  d e t e r m i n e s  that the total costs lof the p o w e r  p r o j e c t  are 

c h e a p e r  for the e s t i m a t e d  life of the p r o ject j>Kan o t h e r  a l t e r n a t i v e s ;  

in m a k i n g  a d e t e r m i n a t i o n  e ^ e c o n o m i c  feasf^ilitjNxi.iclejL-thi-s^paragraph, 

the a u t h o r i t y  shall e v a luate the e s t i m a t e d  life of t h e  p o w e r  p r o j e c t  

and its a l t e r n a t i v e s  a p p l y i n g  the f o l l o w i n g  s t a n d a r d  f a c t o r s :

-10- HCS C S S S S B  2 5 ( R e s )
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m  factor\ f o r  c o n s t r u c t i o n  and 

m u a l l y ;

rot f o r  m o n e y  b o r r o w e d

(A) a g e neral  inflatii 

o p e r a t i n g  costs of seven p e r c e n t  ai

(B) an interest r a t e  o: 

for the p o w e r  project; and

( C i  a n  e s c a l a t i o n  f a c t o r  for / M e a s u r i n g  t h e  c o m p a r a t i v e  

cost of oil, g a \ ^ o r  coal; the r a t e ^ d '  be a p p l i e d  f o r  oil. is 1 1  

p e r c e n t  annually, a«4 the r a t e - s h a l l  be a p p l i e d  t o  t h e  f u e l  cost 

on the da..e of d e t e r m i n a t i o n  of e c o nomic f e a s i b i l i t y .

* Sac. 9. AS 4 4 . 2 5 . 0 2 0  is amended by ad d x n g  a n e w  paraigraph to r e a d :

(5) invest  and m a n a g e  the b a l a n c e  o f  t h e  p o w e r  p r o j e c t

d e v e l o p m e n t  fund in a c c o r d a n c e  w i t h  AS 44.83.430.

* Sec. 10. A P P L I C A B I L I T Y  OF A C T  TO DIRECTORS,, (a) T h e  t e r m s  o f  o f f i c e  

of all m e m b e r s  of the B o a r d  of D i r e c t o r s  of the A l a s k a  P o w e r  A u t h o r i t y  

serving o n  the e f f e c t i v e  date of this A c t  terminate on t h e  e f f e c t i v e  d a t e  of 

this A c t .

(b) The g o v e r n o r  shall appoint two m e mbers at large. W h e n  m a k i n g  his 

a p p o i n t m e n t s  u n d e r  this subsection, the g o v e r n o r  sha ll s p e c i f y  t h e  l e n g t h  c£ 

the term of o f f i c e  of e a c h  m e m b e r  he appoints. Of the m e m b e r s  at l a r g e  first 

a p p o i n t e d  by the g o v e r n o r  u n d e r  this subsection,

(1 ) one m e m b e r  shall serve a t w o - y e a r  term;

(2 ) one m e m b e r  shall serve a f o u r - y e a r  term.

* Sec. 11. This A c t  takes effect i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.- 

1 0 . 0 7 0 ( c ) .

LA-L 20A
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Cnenoweth /

X ) R A F ;r

Original sponsors: Kerttula, Dankworth,
Ziegler, et al

IN THE SENATE BY THE RESOURCES COMMITTEE

HOUSE CS FOR CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 25 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LE GISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the A l a s k’. Power Authority, a m e n d­

ing the Alaska Power Authority Act, and providing for 

the investment of money appropriated for power projects 

of the Alaska  Power Authority; and providing for an 

effective d a t e ."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF A L A S K A :

* Section 1. AS 44.83 is amended by adding new sections to read:

ARTICLE 8 . ENERGY PROGRAM FOR ALASKA.

Sec. 44.83.400. PROGRAM ESTABLISHED. (a) The ene:gy program for 

Alaska is established. The program shall be administered by the Alaska 

Power Authority.

(b) The energy program for Alaska is a program by which the 

authority iay acquire or construct power projects with money a p p r o­

priated by the legislature to the power development fund established in 

AS ..83.410. A power project may be acquired or constructed as part 

of the energy program for Alaska only if the project is submitted to 

and approved by the legislature in accordance with procedures set out 

in AS 44.83.177 - 44.33.185.

(c) The provisions of AS 36.10.010 - 36.10.125 apply to power 

projects constructed by the authority under AS 44.83.400 - 44.83.510.

Sec. 44.83.410. POWER DEVELOPMENT FUND ESTABLISHED. (a) A p ower 

development fund is established in the Alaska Power Authority no carry 

out the purposes of the energy program for Alaska (AS 44.83.400 -

44.83.510).

LA-L 20A
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(b) The fund includes

(1 ) all money appropriated to it by the legislature; and

(_) interest earned by investment of money in the fund by

the Department of Revenue.

Sec. 44.83.420. USE OF FUND BALANCE. (a) The fund may be used 

by the authority to provide money for

(1 ) reconnaissance and feasibility studies and power project 

finance plans prepared under AS 44.83.177 - 44.83.181;

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

to costs of acquiring necessary licenses, preparing engineering designs, 

obtaining land, and constructing the power project;

(3) the defeasance of bonds, or the payment of debt service 

on an issue of bonds sold in connection with a power project; and

(4) the power production cost assistance fund (AS 44.83.162).

(b) Money in the fund may be used under (a) of :his section only

for a power project which

(1) meets the revenue requirements of AS 44.83.470; and

(2 ) operates or will operate using one or more of the f o l l o w­

ing:

(A) renewable energy resources, including but not 

limited to hydroelectric power, wind, biomass, geothermal, tidal 

or solar energy, or a method which uses temperature differentials 

or other physical properties of the ocean;

( B ) coal or p e a t ;

(C) energy derived from waste heat from thermal g e n e r­

ating plants; or

(D) fossil fuel if none of the other resources or fuels 

listed in this subsection are economically feasible.

Sec. 44.83.430. INVESTMENT OF FUND. The Department of Revenue

-2- HCS CSSSSB 2 5 (Res)
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shall invest the balance of the fund whic h exceeds the amount the 

authority determines is necessary to meet requirements of AS 44.83.420 

during the :rrent fiscal year. A n  investment by the Department of 

Revenue under this subsection shall be made in accordance wit h AS 37.-

10.070 and 37.10.073.

Sec. 44.83.440. ALLOTMENT TO PROJECTS. (a) The authority shall 

maintain records of power project allocations from the fund for each 

power project

(1) approved in accordance with AS 44.83.183; and

(2 ) for which an allocation is made from an appropriation 

made by the legislature without specifying an appropriation to a 

proj e c t .

(b) Income earned from investment of money appropriated to the 

fund shall be allotted by the authority to power projects for w h i c h  

appropriations have been made by law. The allotment shall be based on 

the amount of investment income earned during eaci state fiscal year 

during or after which the legislature appropriated money to the fund. 

An allotment of income under this subsection shall be made to each 

power project for which a specific appropriation has been made in 

proportion to the unexpended amount appropriated for that project as a 

percentage of the total unexpended amount appropriated by the l e g i s­

lature to the fund.

Sec. 44.83.450. REAPPROPRIATION OF FUND BALANCE, (a) If a power 

project designated by the legislature by law is not constructed, the 

amount appropriated to it may be reappropriated to other \ iwar projects 

by the legislature.

(b) The legislature may reappropriate money under (a) of this 

section only for a power project which is economically feasible under 

AS 44. b3.181(b) and only if the project will serve the market area that

-3- HCS CSSSSB 2 5 (Res)
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would have been served by the power project designated by the l e g i s l a­

ture and not constructs

Sec. 44.83.460. . OF EXCESS APPROPRIATIONS. If at the end of

construction of a power project appropriations for the power project 

exceed the amount required for construction of it, the excess lapses 

into the general fund.

Sec. 4 V  83.470. REVENUE REQUIREMENTS. The authority may not use 

money in the fund for a power project unless the authority determines 

that, after construction, operation of the power project will provide 

revenue sufficient to cover

(1 ) operation, maintenance, and equipment replacement costs 

of the power project;

(2 ) debt service costs associated with **he p ower project;

and

(3) the costs of safety inspections and investigations of 

the ower project by the authority.

Sec. 44.83.480. OPERATION OF POWER PROJECT. (a) A power project 

w hich is acquired or constructed as part of the energy p r ogram for 

Alaska is owned by the state and shall be administered by the authority.

(b) When a power project has been acquired or constructed by the 

authority, the project may be operated for the authority under a c o n­

tract or lease entered into by a qualified utility and the authority.

Sec. 44.83.490. SALE OF POWER FROM POWER PROJECT. (a) The 

authority shall sell power produced from power projects acquired or 

constructed under the energy program for Alaska. A utility which 

purchases power produced by a power project j £  the authority shall 

agree with the authority

(1 ) to give preference in the sale of power at retail to all 

classes of consumers of power except ustrial consumers;

-4- HCS CSSSSB 2 5 (Res)
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(2 ) to charge industrial consumers of power a rate determined 

by the authority in accordance w i t h  (d.) of this section.

(b) The authority shall establish a wholesale power rate structure 

applicable to sales of power to its customers at the busbar of the 

power project as follows:

(1) If, by July 1, 1986 , the legislature has not a p p r o­

priated at least $5,000,000,000 to the power development fund, the 

authority shall, beginning on that date, establish and maint a i n  a 

wholesale power rate for each power project which rate will return to 

the authority, on an annual basis, 10 percent of the amount appropriated 

to the power development fund for each project.

(2) After the effective date of this Act and until June 30 

of the fiscal year in wh$ ch the production capacity of all power p r o­

jects acquired or constructed by the authority under the energy program 

for Alaska exceeds 500' megawatts, the authority shall establish and 

maintain a wholesale power rate for each powar project whi ch rate will 

return to the authority, on an annual basis, not less than five percent 

of the amount which the authority has invested in the power project 

from the fund for each project, including loans and grants made by the 

s t a t e .

(3) Beginning July 1 of the first fiscal year following the 

date on which the production capacity of all power projects acquired or 

constructed by t.ie authority under the energy program for Alaska exceeds 

500 megawatts, the authority shall establish and maintain a single 

wholesale power rate applicable to all power projects which it has 

acquired or constructed under the energy program for Alaska; the w h o l e­

sale power rate si all be computed by the authority annually, and shall 

equal the rate which the authority estimates is necessary to produce 

revenue which is sufficient to pay

-5- HCS CSSSSB 2 5 (Res)
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(A) operation, maintenance, rnd equipment replacement 

costs ' Z the power projects;

(B) debt service costs of the powv r projects;

(C) safety inspections and investigations of the power 

projects by the authority; and

(D) annual costs of the power production cost assistance 

program (AS 44.83.162).

(c) The authority shall transmit the money which it receives from 

sales of power at rates determined under (b) of this section to the 

commissioner of revenue for deposit in the state general fund.

(d) From the amount collected under (b)(2) and (3) of this section 

w hich the commissioner of revenue estimates will be deposited into the 

general fund, the legislature may appropriate to the authority the 

amount required under AS 44.83.470 for paying costs of operating and 

m aintaining power projects which it acquired or constructed as part of 

the energy program for Alaska. The balance of the amount collected 

under (u_(Z) and (3) of this section and estimated by the commissioner 

of revenue to be deposited into the general fund may be appropriated by 

the legislature to the power production cost assistance fund. The 

estimates of amounts required for each of the appropriations shall be 

provided to the governor in the budget submitted under AS 37.07.

(e) A rate for an industrial consumer under (a)(2) of this section

(1 ) may exceed the wholesale power rate determined under (b) 

of this section;

(2 ) may not be less than the rate charged residential c o n­

sumers .

(f) The legislature may, by law, annul or change the wholesale 

power rate for sales of power which the authority adopts under (b) of 

this section.

-6- HCS CSSSSB 2 5 (Res)
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1
Sec. 44.83.500. ENERGY CONSERVATION. The authority shall ensure

2
(1 ) that communities served by energy projects built from

3 amounts appropriated to the power development fund implement c o s t - e f f e c­

4 tive energy conservation measures for residences, commercial and public

5
|

buildings, and industries; and

6 1 (2 ) that communities shall fulfill their responsibilities

7 under (') of this section by cooperating with state agencies concerned

8 w i t h  development and conservation of energy, including but not limited

9 to

10 (A) the Alaska Public Utilities C o m m i s s i o n ;

11 (B) the Alaska Energy Center;

12 (C) the division of energy anc power development,

13 Department of Commerce and Economic Development; and

14
•

(D) the division of business loans, Department of

15 Commerce and Economic Development.

16 Sec. 44.83.510, DEFINITIONS. In AS 44.83.400 - 44.83.510,

17 (1 ) "busbar" means the substation which serves as the d e­

18 livery point from the generation and transmission system of the a u t h o r­

19 ity to the transmission and distributi on system of the utility;

20 (2 ) "fund" means the power development fund;

21 (3) "industrial consumer" means a customer of a utility

22 which customer has a peak power demand in excess of 500 kilowatts per

23 month and uses the power principally for

24 (A) inanuf a c t u r i n g ;

25 (B) pipeline transportation;

26 (C) the recovery or processing of minerals;

27 (D) the - processing of timber, agricultural, or seafood

28 products or their by-products: or

29 (E) the operation of facilities owned by t h e  federal

LA
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g o v e r n m e n t ;

(4) "qualified utility" means any of the following wh i c h  the 

authority determines is capable of operating and mainta ining a power 

project of the kind and magnitude which has been constructed or is to 

be constructed to provide power for a market area:

(A) a corporation organized under the A laska  Nonprofit 

Corporation Act (AS 10.20);

(B) an electric cooperative urganized under the Electric 

and Texephone Cooperative Ac*- (AS 10.25);

(C) a puolic utility whic h generates, transmits, or 

distributes electrical service to the public; and

(D) a regional electrical authority (AS 18.57).

* Sec. 2. AS 44.83.030 is amended to read:

Sec. 44.83.030. MEMBERSHIP OF THE AUTHORITY. [(a)] The a u t h o r­

ity shall consist of the following directors:

(1) two [FOUR] directors at large to be appointed by the 

gove* r and confirmed by the legislature;

(2.) thr versons appointed by the governor from among

heads of the principal departments of the executive branch of the 

state government [THE COMMISSIONER OF COMMERCE AND ECONOMIC DEVELOPMENT.

(b) THE COMMISSIONERS OF COMMUNITY AND REGIONAL AFFAIRS, N A TUR AL 

R E S O U R C E S , TRANSPORTATION AND PUBLIC F A C I L I T I E S , AND REVENUE SHALL HAVE 

THE RJ.GHTS AND PRIVILEGES OF DIRECTORS EXCEPT FOR THE RIGHT TO VOTE AND 

MAY NOT BE CONSIDERED FOR PURPOSES OF QUORUM OR VOTING] .

* Sec. 3. AS 44.83.040 is amended to read:

Sec. 44.83.040. OFFICERS AND QUORUM. The directors [DIRECTOR]

shall elect one of their number [THE DIR.ECTORS AT LARGE] as chr.irman 

and may elect other officers they determine desirable. The powers of 

the authority are vested in the directors, and three directors of the

-8- HCS CSSSSB 2 5 (Res)
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authority constitute a quorum. A ctio n may be taken and motions and 

resolutions adopted by the authority at a meeting by the affirmative 

vote of at least three directors. The directors of the authority serve 

without compensation, but they shall receive the same travel pay and 

per diem as provided by law for board members.

* Sec. 4. AS 44.83.045(a) is amended to read:

(a) The directors at large shall [MUST] be residents and qualified 

voters of Alaska and shall comply w i t h  the requirements of AS 39.50 

(conflict of interests). The directors at large shall serve o v e r­

lapping four-year terms. [THE FOUR ORIGINAL DIRECTORS AT LARGE HAVE 

TERMS OF ONE, TWO, THREE, AND FOUL YEARS, RESPECTIVELY.]

* Sec. 5. AS 44.83.080(16) is amended by adding new subparagraphs to 

read:

(G) an appropriation for a power project acquired or 

constructed under the energy program for Alaska (AS 44.83.400 -

44.83.510);

(H) appropriations for the power production cost a s s i s­

tance fund (AS 44.83.162), and for operation and maintenance of 

power projects developed under the energy program for Alaska 

(AS 44.83.400 - 44,83.510).

* Sec. 6 . AS 44.83.090(a) is amended to read:

(a) The authority shall, in addition to the other methods which 

it may find advantageous, provide a method by which municipal electric, 

rural electric, cooperative electric, or private electric utilities and 

regional electric authorities, or other persons authorized by law to 

engage in the distribution of electricity may secure a reasonable share 

of the power generated by a project, or any interest in a project, or 

fur any right to the power and shall sell the power or cause the power 

to be sold at the lowest reasonable prices which cover the full cost of

-9 HC S C S S S S B  2 5 ( R e s )
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the electricity or services, including capital and operating costs, 

debt coverage as considered appropriate by the authority, and other 

charges that may be authorized by this chapter. Except for a contract 

entered into under AS 44.83.4 l 0 - AS 44.83.510, a [A] contract for the 

sale, transmission and distribution of power generated by a project or 

any right to the capacity of it shall provide:

(1 ) for payment of all operating and maintenance expenses of 

a project and costs of renewals, re icements and improvements of it;

(2 ) for interest on and amortization charges sufficient to 

retire bonds of the authority issued for the project and reserves for 

them, plus a debt service coverage iactor as may be determined by the 

authority to be necessary for the marketability of its bonds;

(3) for monitoring of the project by the authority or its
t

a g e n t s ;

(4) for full and complete disclosure to the authority of all

factors of cost in the transmission and distribution of power, so that

rates to any persons may be fixed initially in the contract and may be 

adjusted from time to time on the basis of true cost data;

(5) for periodic revisions of the service and rates to 

persons on the basis of accurate cost data obtained by the accounting 

methoas and systems approved by the directors and in furtherance and 

effectuation of the policy declared in this chapter;

(6 ) for the cancellation and termination of a contract upon 

violation of its terms by any person;

(7) for security for performance as the authority may c o n­

sider practicable and advisable, including provisions assuring the

continuance of the distribution and transmission of power generated by 

a project and the use of its facilities for these purposes; and

(8 ) other terms not inconsistent with the provisions and
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policy of this chapter as the authority may consider advisable.

* Sec. 7. AS 44.83 is amended by adding a new section to read:

Sec. 44.83.105. BONDS FOR POWER PROJECTS UNDER THE ENERGY PROGRAM 

FOR ALASKA. The authority shall borrow money and shall issue its bonds 

on which the principal and interest are payable exclusively from money 

derived from the power project financed with the procee Is of the bonds 

for a power project financed under AS 44.83.400 - 44.83.510 from the 

power development fund if

(1 ) appropriations to the power development fund for the 

power project, and interest earned on those appropriations, are i n s u f­

ficient to cover the cost of acquiring or constructing the power 

project; and

(2 ) the amount of interest which the authority will pay on 

its bonds is not more than alternative costs of securing money to pay 

for the acquisition or instruction of the power project.

* Sec. 8 . AS 44.83.177(a) xs amended to read:

(a) To identify power project alternatives and energy needs and 

consumption patterns for a community, the authority shall, after 

consultation with other state agencies and after review of information 

on alternative sources of power, complete a reconnaissance study for 

each proposed new power project.

* Sec. 9. AS 44.83.177(b) is repealed and reenacted to read:

(b) A reconnaissance study shall

(1 ) survey all energy sources available to the community and 

adjacent area and evaluate the relative economic merits of alternative 

sources of energy, including energy conservation and capture and 

utilisation of waste energy as provided for in AS 44.83.170(b)(1); if 

the study surveys

(A) potential hydroelectric sites, the study shall 
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include one-year data collection on water flow;

(B) wind energy, the study shall include a one-year 

collection and evaluation of data on wind speed, direction, and 

other information valuable to development of wind generation;

(2 ) include an assessment of the total energy needs of the 

community, including but not limited to, electricity, space heating, 

and transportation fuels based on the nature and amount of energy use 

and the purpose of its use;

(3) include an assessment of the effect of the development 

of alternative sources of energy on the environment so as to assure 

that there is no adverse effect to the environment which w o u l d  make the 

project inadvisable;

(4) include public comment from residents of the community 

and adjacent areas.

* Sec. 10. AS 44.83.177 is amended by adding a new subsection to read:

(d) In completing a reconnaissance study, the authority shall 

consult with the division of energy and power development in the D e p a r t­

ment of Commerce and Economic Development, and with the A lask a Energy 

Center to determine the information which each may require for energy 

planning and the development of technology.

* Sec. 11. AS 44.83.224 is amended by adding a new subsection to read:

(b) Each reconnaissance study completed in accordance w i t h  A3 44.- 

83.177 shall become part of the long-term energy plan provided for 

under (a) of this section.

* Sec. 12. AS 44.25.020 is amended by adding a new paragraph to read:

(5) invest and manage the balance of the power project 

development fund in accordance with AS 44.83.430.

* Sec. 13. APPI ICABILITY OF ACT TO DIRECTORS. (a) The terms of office

all members of the Board of Directors of the Alaska Power Authorit y
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serving on the effective date of this Act terminate on the effective date of 

:his A c t .

(b) The governor shall appoint two directors of the A l a s k a  Power

Authority at large. When making his appointments under t > ubsection, the 

governor shall specify the length of the term of office o -i each m e mber he 

ippoints. Of the members at large first appointed by the gove rnor under 

:his subsection,

(1 ) one member shall serve a two-year term;

(2 ) one member shall serve a four-year term.

* Sec. 14. This Act takes effect immediately in accordance w i t’.'. AS 01.-

10.070(c).
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