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Original sponsors: Kerttula, Dankworth,
Ziegler, et al

IN THE SENATE B Y  THE F I N A N C E  COMMITTEE

CS FOR SENATE BILL NO. 25 (Finance)

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

TWEL F T H  L E GISLATURE - FIRST S E S SION 

A BILL

For an Act entitled: "An Act establishing a power p r o j e c t  d e v e l o p m e n t  fund

in the Alaska Power Authority a n d  a m e n d i n g  the A l a s k a  

Power Authority Act; and p r o v i d i n g  for a n  effective 

d a t e ."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.83.030 is amended to read:

Sec. 44.83.030. MEMBERSHIP OF THE AUTHORITY. (a) T h e  a u t hority 

shall consist of the following directors:

(1) four directors at large to be a p p o i n t e d  b y  the governor 

and confirmed by the legislature;

(2) the commissioner of commerce a n d  e c o n o m i c  d e v e l o p m e n t ^

(3)■- the - commissioner - of - natural - r e s o u r c e s ;

(4)• the commissioner - of - revenue;

(5) the c o m m i s s i o n e r■of - transpor t a t i o n  and p u o l i c -f a c i l i t i e s ;

(6). the -d-i-rootor— of ■ the ■ divioion-or ■ b u d g e t  'a n d '-managemc trfê in  

•the - Offiee- of - the -Governor-—  C  e f  f v

 (fe-) T h e -'-oommissionGr [GQMMI-S-S-IQNBR-S^— of c o m m u n i t y — and— re gi-ortal

. a ffair s— [-, NATURAL RESOURCES, TRANSPORTATION-A N D  P U B L I C -F A C I L 1 T I E S T"AKD 

■REVENUE]— shall--have the r i g h t s and privileges o f  a dir ec t or [ D I R E C T O R S ]

-— except for the r ight- to vote and may not be -con s i d e r ed for pu r p oscs---of 

*— q u or u m  or vot-ing-.

* Sec. 2. AS 44„83.040 is amended to read:

Sec. 44.83.040. OFFICERS AND QUORUM. T h e  directors [DIRECTOR] 

shall elect one of the directors at large as c h a i r m a n  and other officers

-1- C S S B  25(Fin)
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they determine desirable. The powers of the a u t h o r i t y  are v e s t e d  in 

the directors, and five [THREE] directors of the au t h o r i t y  c o n s t i t u t e  a 

quorum. Action m a y  be taken and motions and r e s o l u t i o n s  a d o p t e d  b y  the 

authority at a meet i n g  b y  the affirmative vote o f  at least f i v e  [THREE] 

directors. The directors of the authority serve w i t h o u t  compensation, 

but they shall receive the same travel pay and p e r  d i e m  as p r o v i d e d  b y  

law for board members.

* Sec. 3.. AS 44.83.110(g) is amended to read:

(g) When the authority has created and e s t a b l i s h e d  a capital 

rese r v e  fund, the commissioner of revenue m a y  l e n d  surplus m o n e y  in the 

general fund to the authority for deposit in a capi t a l  r e s e r v e  fund in 

an amount equal to the capital reserve fund r e q u i r e m e n t .  T h e  loans 

shall be made on such terms and conditions as m a y  be agr e e d  u p o n  b y  the 

commissioner of revenue and the'- other members o f  the authority, i n c l u d­

ing without limitation terms and conditions p r o v i d i n g  that the loans 

need not be repaid until the obligations of t h e  a u t hority s e c u r e d  and 

to be secured b y  the capital reserve fund are m o  longer outstanding.

* Sec. 4. AS 44.83.100 is amended by adding a n e w  s u b s e c t i o n  to read:

(e) The authority shall issue bonds the p r i n c i p a l  anu i n t e r e s t  of 

w h i c h  are paid only from the money derived f r o m  the p r o j e c t  f i n a n c e d  

w i t h  the proceeds of those bonds for a power p r o j e c t  p r e v i o u s l y  financec 

f r o m  the power project development fund (AS 44.83.400). Bonds m a y  be 

•issued under this subsection only if

(1) the appropriations to the power p r o j e c t  devel o p m e n t  fund 

for that power project, and interest earned o n  those appropriations, 

are insufficient to cover the cost of the power project? and

(2) the rate of interest which the a u t h o r i t y  will p a y  on the 

bonds is not m o r e  than alternative costs of s e c u r i n g  m o n e y  to pay for
i

the power project.

- 2 - C S S B  2 5 (Fin)
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* Sec. 5. AS 44.83.181(b) is amended b y  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 p o s e d  p r o j e c t  is 

economically feasible; a power project is "e c o n o m i c a l l y  fe a s i b l e "  if 1 
the authority determines that the total costs of the po w e r  p r o j e c t  are 

cheaper for the estimated life of the project than-other alternatives; 

in mak i n g  a determination of economic f e asibility under this paragraph, 

the authority shall evaluate the estimated life of the po w e r  p r o j e c t  

and its alternatives applying the following s t a n d a r d  factors:

(A) a general inflation factor 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  for m 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 c o mparative 

cost of oil, gas or coal; the rate to be a p p lied is 11 p e r c e n t  

annually, and the rate shall be applied to the current f u e l  cost 

at the date of determination of economic feasibility.

* Sec. 6: AS 44.83 is amended b y  adding n e w  sections to read:

A R T I C L E  8. 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 .

Sec. 44.83.400. FUND ESTABLISHED. (a) A power p r o ject d e v e l o p­

ment fund is established in the Alaska Power Au t h o r i t y  to carry out the 

purposes of AS 44.83.400 - 44.83.480.

(b) The fund includes

(1) all money appropriated to it b y  the legislature; and

(2) interest earned by investment of mo n e y  in the fund b y  

the Department of Revenue.

Sec. 44.83.410. USE OF FUND BALANCE. (a) The fund m a y  be u s e d

by the authority to provide mo n e y  for

(1) reconnaissance and feasibility studies and pow e r  proj e c t

finance plans prepared under AS 44.83.177 - 44.83.181; and

-3- CSSB 2 5 (Fin)



M a r c h  5, 1 9 8 1

S E N A T O R  S A C K E T T

R E :  Y O U R  A M E N D M E N T  T O  B E  I N C L U D E D  I N  C S  F O R  S B  2 5 .

A M E N D M E N T  A D D E D  N E W  (C) T O  R E A D :

O N  F O S S I L  F U E L  I N  T H E  E V E N T  N O N E  O F  T H E  A B O V E  A R E  

E C O N O M I C A L L Y  F E A S I B L E .

D O N N A  P E G U E S  S U G G E S T S

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

O F  T H E  W O R D  " A B O V E " )
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(2) the cost of a power project, including b u t  not limited 

to costs of acquiring necessary licenses, p r e paring e n g i n e e r i n g  designs, 

obtaining land, and constructing the power project. j

(b) M o n e y  in the fund m a y  be u s e d  under (a) of this sect i o n  only 

for a power project wh i c h

(1) meets the operation and revenue r e q u i r e m e n t s  of AS 44.- 

83.460; and

(2) operates or will operate

(A) on i^newable energy resources; or

(B) on coal, peat or wood, if the a u t h o r i t y  d e t ermines

that

(i) the source of the fuel for the p r o j e c t  is 

a b u n d a n t ; and

(ii) renewable energy resources to o p e r a t e  the 

power project are not available or are not e c o n o m i c a l l y

y
feasible.

Sec. 44.83.420. INVESTMENT OF FUND. The D e p a r t m e n t  of R e v e n u e  

shall invest the balance of the fund which exceeds the amount the 

authority determines is necessary to meet requirements of AS 44 . 8 3 . 4 1 0  

during the current fiscal year. An investment b y  the D e p a r t m e n t  of 

Revenue under- this subsection shall be ma^e in a c c o r d a n c e  w i t h  AS 37.-

10.070 and 37.10.075.

Sec. 44.83.430. ALLOTMENT TO PROJECTS. (a) The a u t h o r i t y  shall 

m a i n t a i n  records of power project allocations f r o m  the fund for each 

power project

(1) approved in accordance w i t h  AS 44.83.185; a n d

(2) for which an allocation is made f r o m  an a p p r o p r i a t i o n  

made b y  the legislature without specifying a project.

(b) Income earned from investment of m o n e y  a p p r o p r i a t e d  to the

-4- CSSB 2 5 (Fin)



fund under AS 44.83.400(b) shall be allotted b y  the au t h o r i t y  t o  power 

projects for wh i c h  appropriations h a v e  b e e n  m a d e  by law. The al l o t m e n t  

shall be based on the amount of investment income earned d u r i n g  each ! 
state fiscal year in or after which the legislature has a p p r o p r i a t e d  

m o n e y  to the fund. An allotment of income u n d e r  this s u b s e c t i o n  shall 

be m a d e  to each power project for w h i c h  a specific a p p r o p r i a t i o n  has 

b e e n  made in p r o p o r t i o n  to the amount a p propriated for that p r o j e c t  as 

a percentage of the total amount appropriated b y  the l e g i s l a t u r e  to the 

fund.

Sec. 44.83.440. R E ALLOCATION OF FUND BALANCE. (a) If a power 

project designated by the legislature by law is not constructed, the 

amount appropriated to it m a y  be reappropriated to other po w e r  p r o j e c t s  b y  

the legislature.

(b) The legislature m a y  allocate mo n e y  und e r  (a) of this sect i o n  

only for a power project which is e c onomically f e a s i b l e  under AS 44.83.~ 

181(b) if the project will serve the market a r e a  that is to b e  served 

by t h e - power project designated b y  the legislature and not constructed.

Sec. 44.83.450. LAPSE OF EXCESS FUNDS. If a p propriations for a 

power project exceed the amount r e q u i r e d  for c o n s t r u c t i o n  of the power 

project, the excess lapses into the general fund.

Sec. 44.83.460. OPERATION AND REVENUE REQUIREMENTS.' The a u t h o r i t y  

m a y  not use m o n e y  in the fund for a power proj e c t  unless the a u t h o r i t y  

determines that, after construction, op e r a t i o n  of the power p r o j e c t  

w i l l  provide revenue sufficient to cover

(1) operation, maintenance, and equipment r e p l a c e m e n t  costs 

of the power project;

(2) debt service costs associated w i t h  the power project;

and

(3) the costs of safety inspections and i n v e s t i g a t i o n s  of

-5- CSSB 2 5 (Fin)



the power project b y  the authority.

Sec. 44.83.470. O P E RATION OF POWER PROJECT BY Q U A L I F I E D  UTILITY.

If, after construction, a power project that is c o n s t r u c t e d  w i t h  pro-/

ceeds f r o m  'he fund w i l l  be operated b y  a qualified utility, t h e  author- 

ity shall enter into an agreement w i t h  the qualified u t i l i t y

(1) to assure that operation of the power p r o j e c t  b y  the

qualified u t i lity will provide sufficient revenue to m e e t  the r e q u i r e­

ments of AS 44.83.460; and

(2) to assure that the power project is o p e r a t e d  in a  safe 

m a n n e r . ‘

Sec. 44.33.480. DEFINITIONS. In AS 44.83.400 - 44.83.480,

(1) "fund" means the power project d e v e l o p m e n t  fund;

(2) "qualified utility" means any of the f o l l o w i n g  w h i c h  the 

authority determines is capable of operating and m a i n t a i n i n g  a p o w e r  

project of the kind and magnitude whi c h  has b e e n  c o n s t r u c t e d  or is to 

be constructed to provide power for a market area:

(A) a corporation organized under the A l a s k a  N o n p r o f i t  

Corporation Act (AS 10.20);

(B) an electric cooperative organized u n d e r  the Electric 

and Telephone Cooperative Act (AS 10.25);

(C) a u t i lity owned and operated b y  a m u n i c i p a l i t y ;  and

(D) a regional electrical authority (AS 18.57);

*.Sec. 7. AS 44.83.410(b), added b y  sec. 6 of this Act, is a m e n d e d  b y

adding a n e w  paragraph to read:

(3) upon completion, charges rates for power w h i c h  i t  sells

which provide a rate of return to the authority of seven p e r c e n t  a year

of the amount allocated to the power project b y  the a u t h o r i t y  f r o m  the 

fund .

* Sec. 8. AS 44.83,460, added by sec. 6 of this Act, is a m e n d e d  by

-6- CSSB 2 5 (Fin)



adding a n e w  p a r agraph to read:

(4) payment to the authority of a r a t e  of r e t u r n  of se v e n  

percent a year of the amount allocated to the power p r o j e c t  by the ; 

authority f r o m  the fund.

"v. * Sec. 9. AS 44.25.020 is amended b y  adding a n e w  p a r a g r a p h  t o  read:

(5) invest and m a n a g e  the balance of the p o w e r  p r o j e c t  

development fund in accordance w i t h  AS 44.83.420.

* Sec. 10. Sections 1, 2, and 3 of this Act take effect i m m e d i a t e l y  in 

accordance w i t h  AS 01.10.070(c).

* Sec. 11. Sections 4, 5, 6 and 9 of this Act take e f f e c t  J u l y  1, 1981.

* Sec. 12. Sections 7 and 8 of this Act take effect J u l y  1, 1986, if on

that date the total amount appropriated b y  the legi s l a t u r e  to the power 

project development fund (AS 44.83.400) is less t h a n  $5,000,000,000.

-7- CSSB 2 5 (Fin)



P o w e r  C o s t  C o m p a r i s o n  
(Cents/KWH)

(SC S B  25 and 26)
P r e s e n t  D i r e c t  S t a t e  F u n d i n g  C o n v e n t i o n a l  F u n d i n g

P o p u l a t i o n  P r o j e c t  1st Y e a r  1991 1 s t  Y e a r  1991

1,190 C h e s t e r  Lake 1.4 to • 00 7 .9 9.4

230 P o r t  L y o n s 4.9 9.7 00 • o 2 3 . 0

1 3 , 5 0 0 S w a n  L a k e 2.8 2.8 28.2 2 3 . 0

8,000 T e r r o r  Lak e 1.0 1.5 13.7 1 1 . 3

7,200 T y e e  L a k e 2.9 3.4 30.8 - 2 2 . 0

2 6 , 0 0 0 B r a d l e y  Lake .7 1.4 9.1 9.8

8,800 G r e e n  Lake 1.3 2.3 13 . 0 1 0 . 9

7,000 S o l o m o n  G u l c h 1.8 3.7 1 4 . 8 1 4 . 4
.21,920
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IH T H E  SEHATE BY T H E  FI12AUCE CO M M I T T E E

. C S  FOE SEHATE BILL iJO. 25 (Finance)

IH T E E  L E G ISLATURE O F  TEE STATE 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  - FI E S T  SESSIOH

a  b i l l  ;:

For a n  Act entitled* "An Act establishing a power p r o ject d e v elopment fund

in the Alaska Power Aut h o r i t y  and ar»ending the Alaska 

Power Au t h o r i t y  Act; and providing f o r  an effective 

date.”

BE IT EEACTED BY T H E  L E GISLATURE CF T H E  STATE OF ALASKA:

* Section 1* AS 44.83.030(a) is amended to read*

(a) The au t h o r i t y  shall consist of the fol l o w i n g  directors:

(1) four directors at large to be a p p ointed by the governor 

and conftreed by the legislature;

(2) the coamiiscloner of ccmr&erce a n d  e c o n o m i c  d e v e l o p m e n t ^

(3) the coBnlssioner of natural resources*

(4) the coBTgissloner of revenue;

(5) the commissioner of transportation and! publ i c  f a c i l i t i e s ;

(6) the ccacisaoner of cooonnity and r e g l o m a l  a f f a i r s .

* Sec. 2. AS 4 4 . E 3 o040 is amended to read:

Sec. 44.S3.040* OFFICERS AKB QUORUM. The directors [DIRECTOR)

shall elect one of the directors at large as c h a i r m a n  and ot h e r  officers 

they determine desirable. The powers of the a u t h o r i t y  are vest e d  in 

the directors, and five [THREE] directors of the a u t h o r i t y  c o n s t i t u t e  a 

quorum. Action may be taken and notions and resolutions adopted b y  the 

au t h o r i t y  at a meeting b y  the affirmative vote of at least five [THREE] 

directors. T h e  directors of the authority serve w i t h o u t  compensation, 

but they shall receive the same travel pay and per dice* as provided by 

law for beard members.

-1- CSSB 25CFin)
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* Sec* 3. AS 4 4 * 33.110(g) is amended to read*

. (g) W h e n  the authority has created and established a capital 

reserve fund, the commissioner of revenue n a y  lend surplus coney i n  the' 

general fund to the authority for deposit in a capital reserve fund in 

an amount equal to the capital reserve fund requirement* The loans 

shall be cade on such terras and conditions as nay be agreed u p o n  b y  the 

commissioner of revenue and the other members of the authority, incl u d­

ing w i t h o u t  limitation terns and conditions providing that the loans 

ne e d  not be repaid until the obligations of the authority secured and 

to be secured by the capital r e s e r v e  fund are no longer outstanding.

* Sec. 4. AS 44.83.100 is amended b y  adding a new subsection to read:

(e) The a u t hority shall issue bonds the principal and interest of

which are paid only from the m o n e y  derived from the project financed

w i t h  the proceeds of those bonds for a power project previously f i n anced 

f r o n  the po w e r  project developiscnt fund (AS 44.83.400). Bonds m a y  be 

issued under this subsection o n l y  if

(1) the appropriations to the power project developoent fund 

for that power project, and interest earned on those appropriations, 

are insufficient to cover the cost of the power projecti and

(2) the rate of interest which the authority will pay o n  the

bonds is not m o r e  than alternative costs of securing money to p a y  for

the power project.

* Sec. 5. AS 44.83.181(b) is amended by adding a new paragraph to read:

(5) a recommendation as to whether the proposed project is 

ec o n o m i c a l l y  f e a s i b l e t a power project is "economically feasible" if 

the a u t hority determiner? that the total costs of the power project are 

cheaper for the estimated life of the project than other alternatives; 

in c a k i n g  c determination of economic feasibility under this paragraph, 

the authority shall evaluate the estimated life of the power project

- 2 -  C S S B  2 5 ( F i n )



and its alternatives applying the following a t a n d a r d  factors;

(A) a general inflation factor for c o n s t r u c t i o n  a n d  

ope r a t i n g  costs of seven percent annuallyi

(3) a n  interest rate o f  10 p e r c e n t  f o r  zaoney b o r r o w e d  

for the povor project* and

(C) an escalation factor for m e a s u r i n g  the c o o p e r a t i v e  

cost of oil, gas or coal* the r a t e  to be a p p l i e d  is 11 p e r c e n t  . 

annually, and the rate shall be applied to the curr e n t  fuel c o s t  

. at the. date of determination of economic feasibility.

Sec. 6. A S  44.83 is amended by adding n e w  sections t o  reads 

A R T I C L E  8. POWER PROJECT DEVEL O P M E N T  PURD.

Sec. 44.83.400. FUKD ESTABLISHED, (a) A  p o w e r  p r o j e c t  d e v e l o p­

ment fund is established in the Alaska Power A u t h o r i t y  to c a r r y  o u t  the

p u r p o s e s  of AS 44.83.400 - 44.83.480. • .

(b) T h e  fund includes

<1) all coney appropriated to it b y  the l e g i s l a t u r e * a n d

(2) interest earned by investment of c o n e y  in t h e  fund b y  

the Department of Revenue. .

Sec. 44.83.410. USE OF FITKD EALAtiCE. (a) The fund tuay be u s e d  

by the au t h o r i t y  to provide mo n e y  for
X -

<1) reconnaissance and feasibility studies and p o w e r  p r o j e c t  

finance plans prepared under AS 44*83.177 - 44.83.181* and

(2) the cost of a power project, i n c l u d i n g  but n o t  limited 

to costs of acquiring necessary.licenses, p r e p a r i n g  e n g i n e e r i n g  d e s igns, 

obtaining land, and constructing the pow e r  project.

(b) M o n e y  in the fund n a y  be used under (a) of this s e c tion o n l y

for a power project which

(1) neets the operation and revenue r e q u i r e m e n t s  cf AS 44.- 

83.460* and
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(2) operates or will operate

(A) on renewable energy resources* or

(B) o h  coal, peat or wood, if the a u t h o r i t y  det e r m i n e s

that

(1) the source of the fuel for t h e  p r o j e c t  is 

abundant* and

(ii) renewable energy re s o u r c e s  to o p e r a t e  the 

power project are not available or a r e  not e c o n o m i c a l l y  

feasiblei or

(C) on fossil fuel if n o n e  o f  t h e  other r e s ources or 

fuels listed in this subsection are e c o n o m i c a l l y  feasible*

Sec. 44*83.420. INVESTMSET OF FUND. T h e  D e p a r t m e n t  of R e v e n u e  

shall invest the balance of the fund wh i c h  exceeds the amo u n t  the 

au t h o r i t y  determines is necessary to m e e t  requi r e m e n t  a o f  AS 4 4 * 8 3 . 4 1 0  
duri n g  the current fiscal year. An investment b y  the D e p a r t m e n t  of 

Revenue u n d e r  this subsection shall be m a d e  in a c c o r d a n c e  w i t h  A S  37.-

10.070 a n d  37.10.075............................... .... >

See. 44.83.430. ALLOT! JE5T TO PROJECTS, (a) The a u t h o r i t y  shall 

m a i n t a i n  records of power project allocations f r o m  the fund for each 

po w e r  project

(!) • approved in accordance w i t h  AS 44.33.185* and

(2) for which an allocation is m a d e  f r o m  a n  app r o p r i a t i o n  

m a d e  b y  the legislature without specifying a project.

(b) Income earned from investment of m o n e y  approp r i a t e d  to the 

fund u n d e r  AS 44.83.400(b) shall be allotted by the a u t hority to p o w e r  

projects for which appropriations have b e e n  m a d e  fcy lav. T h e  allotment 

shall be based on the amount of investment inc o m e  earned d u r i n g  each 

state fiscal year in or after which the legislature h a s  a p p r o p r i a t e d  

m o n e y  to the fund. An allotment of income un d e r  this s u b s e c t i o n  shall

- 4 -  C S S E  2 5 ( F i n )



• „ ' :

b e  made to each power project for which a s p e c i f i c  appropr i a t i o n  has 

been m a d e  in p r o p o r t i o n  to the amount a p p r o p r i a t e d  for that project as 

a percentage of the total acount appropriated b y  the legislature to the 

fund. . f

Sec. 44.83.440. REALLOCATION OF FDT7D BALANCE. <a) If a  po w e r  

project designated b y  the legislature by law is n o t  constructed, the 

amount a p p ropriated to it m a y  be reappropriated t o  ot h e r  power projects 

by the legislature.

(b) Th« legislature nay allocate sxmey u n d e r  (a) o f  this section 

o n l y  for a power project which is economically f e a s i b l e  u n d e r  A S  4 4 . 8 3 . —  

181(b) i f  the project will serve the m a r k e t  a r e a  that is to b e  served 

by the power project designated b y  the l e g i s l a t u r e  and n o t  constructed.

Sec. 44.83.450. LAPSE OF EXCESS FUNDS. If a p propriations f o r  a 

power project exceed the amount required for c o n s t r u c t i o n  o f  the power 

project, the excess lapses into the general fund.

Sec. 44.83.460. OPERATION ADD REVENUE R E Q U I R E M E N T S .  T h e  a u t h o r i t y  

n a y  not u s e  c o n e y  in the fund for a power p r o j e c t  unless the au t h o r i t y  .. 

determines that, after construction, op e r a t i o n  o f  the power p r o j e c t  . 

will provide revenue sufficient to cover

(1) operation, m a i n t e n a n c e , and e q u i p m e n t  repl a c e m e n t  costs 

o f  the pow e r  project*

(2) debt service costs associated w i t h  the po w e r  project*

and

(3) the costs of safety inspections a n d  i n vestigations of 

the power project b y  the authority.

Sec. 44.83.470. OPERATION OF POWER P R O J E C T  SY QU A L I F I E D  UTILITY. 

If, after construction, a power project that Is c o n s t r u c t e d  with p r o­

ceeds fror; the fund will be operated b y  a q u a l i f i e d  utility, the a u t h o r­

ity shall enter into an agreement with the q u a l i f i e d  u t i l i t y

-5- C S S S  2 5 (Fin)
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A  C D  to a s s u r e  that operation of the p o w e r  p r o j e c t  b y  the.-,

qualified u t i l i t y  will p r o vide sufficient r e v e n u e  t o  m e e t  t h e  r e q u i r e­

me n t s  of A S  44.83*460} a n d  .

(2) t o  a s s u r e  that the power p r o j e c t  is o p e r a t e d  in a safe

canc e r .  f ^ ; r r     •••

•.; Sec. 4 4 . 83.480. DEFIRITIOaS. ; In A S  4 4 . 8 3 . 4 0 0  -  44. 8 3 . 4 8 0 ,

'' (1* . " f u n d” means the power p r o j e c t  d e v e l o p m e n t  fund*

(2) " q u a l i f i e d  util i t y” means a n y  o f  the f o l l o w i n g  w h i c h  the 

au t h o r i t y  determines is capable o f  o p e rating and 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  cagnitude w h i c h  h a s  b e e n  c o n s t r u c t e d  or is to 

he constructed to p r o v i d e  power for a m a r k e t  area:

‘(A) a corporation organised under t h e  A l a s k a  M o n profit 

Corpo r a t i o n  Act (AS 1 0 . 2 0 ) j

(B) an electric cooperative o r g anized u n d e r  the E l e c t r i c  

and T e l e p h o n e  Cooperative Act. (AS 10.25)} '

(C) a u t i l i t y  owned and operated b y  a m u n i c i p a l i t y » a n d  

<D) a  regional electrical a u t h o r i t y  (AS 1 8 . 5 7 ) j.

* Sec. 7. A S  44.83.410(b), added b y  sec. 6 of this Act, is amended b y  

adding a n e w  p a r agraph to read:

(3) u p o n  completion, charges rates for p o w e r  w h i c h  it sells 

which provide a r a t e  of T e t u r n  to the authority of s e v e n  p e x c e n t  a y e a r  

of the amount allocated to the power project by t h e  a u t h o r i t y  from the 

fund .

* Sec. 8, A S  44.83.460, added by sec. 6 of this Act, is arnended by 

adding a n e w  paragraph to read?

(4) payment to the authority of a r a t e  o f  r e t u r n  of seven 

percent a year of the axsount allocated to the p o w e r  p r o j e c t  b y  the

authority from the fund.

* Sec. S. AS 44.25.02C is amended by adding a new p a r a g r a p h  tc read?
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(5) Inve s t  and isanage 'the balance o f  the..power project 

development fund In accordance with AS 44.83.420.

* Sec. 10. Sections 1, 2, and 3 of this Act take e f f e c t  I m m e d i a t e l y  In

accordance w i t h  AS 0 1 . 1 0 . 0 7 0 ( c ) * r •

*  Sec. il. Sections 4, 5, 6 and 9 of this Act t a k e  e f f e c t  J u l y  1* 1 9 8 1 . :

* Sec. 1 2 7  Sections 7 a n d  8 of thia Act take e f f e c t  J u l y  1 7  1986, if on

that date the total a m o u n t  appropriated b y  the legi s l a t u r e  to. t h e  power 7

project development fund (AS 44.83.400? is less t h a n  $ 5 , 0 0 0 , 0 0 0 , 0 0 0 .
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Introduced: 1/29/81
Referred: Resources and

Finance

IN THE SENATE

BY K E R T T U L A , D A N K W O R T H , Z I E G L E R

aK iS a n BRADLEY’ eliason- m u l c a h y

S P O N S O R  S U B STITUTE FOR SENATE BILL NO. 25 

IN THE LE G I S L A T U R E  OF T HE STATE 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  - FIRST SESSION 

A BILL

For an Act entitled: "An Act e s t ablishing a power project r e volving loan

fund in the A l aska Power Authority, amending the 

Alaska Power A u thority Act, and requ i r i n g  the D e p a r t­

ment  of R e v enue to invest the surplus power project 

rev o l v i n g  loan fund balance; and p r oviding for an 

e f fective date."

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

* Section 1. AS 44.83.181(b) is amended b y  adding a n e w  p a ragraph to 

read:

(5) a r e c o m m e n d a t i o n  as to whether the p r o p o s e d  project is 

e c o n o m i c a l l y  feasible; a power project is "economically feasible" if 

the authority determines that the total costs of the power project are 

cheaper for the esti m a t e d  life of the project than other alternatives; 

in m aking a d e t e r m i n a t i o n  of economic feasib i l i t y  under this section, 

the a u thoricy shall evaluate the estimated life of the power project 

and its a l ternatives applying the following standard factors:

(A) a general i n flation factor for c o n s t r u c t i o n  and

operating costs of t. ven p e r cent annually;

(B) an interest rate of 10 percent for m o n e y  borrowed 

for the po w e r  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 be applied is 11 percent

annually, and the rate shall be applied to the current fuel cost 

at the date of d e t e r m i n a t i o n  of economic feasibility.

-1- SSSB 25
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* Sec. 2. AS 44.83 is amended by adding n e w  sections to read:

A R T ICLE 8. POWER P R O J E C T  R E V O L V I N G  LO,'*: FUND.

Sec. 44.83.400. FUND ESTABLISHED. (a) A power p r o ject rev o l v i n g  

loan fund is e s t a b lished in the A l a s k a  Power Auth o r i t y  to ca r r y  out the 

purpo s e s  of AS 44. 8 3 . 4 0 0  - 44.83.470.

(b) The fund includes

(1) all m o n e y  appro p r i a t e d  to it by the legislature;

(2) amounts paid, as principal and interest, on loans ma d e  

by the a u thority from the fund; and

(3) interest earned b y  investment of mo n e y  in the fund. 

Sec. 44.83.410. U SE OF FUND BALANCE. The fund m a y  be used b y  the

a u t h o r i t y

(1) to make loans for

(A) r e c o n n a i s s a n c e  and feasibility studies and power 

project finance plans prep a r e d  under AS 4 4.83.177 - 44.83.181; and

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

limited to costs of acqu i r i n g  n e c e s s a r y  licenses, p r eparing e n g i­

neering designs, and c o n s t r u c t i o n  of the power project; and

(2) for grants for power p r o d u c t i o n  cost a s s i stance under 

AS 44.83.162 - 44.83.164.

Sec. 44.83.420. A D M I N I S T R A T I O N  OF FUND. (a) The authority shall 

mak e  loans fr o m  the fund for purposes a u t h orized by AS 44.8 3 . 4 1 0

(1) for a power p r o ject des i g n a t e d  by the legislature by 

law, in an amount de t e r m i n e d  b y  the legislature by law;

(2) for a power p r o ject not d e s i gnated b y  the legislature by 

law if the a u t h o r i t y  owns the power project; and

(3) for a power p r o j e c t  not designated b y  the legislature by 

l aw if the power project is d e t ermined to be e c o nomically feasible 

un d e r  AS 44.83.181(b) a nd the power p r o ject •

-2- SS3B 25



(A) operates or will operate on renewable e n e r g y  r e­

sources; or

'B) operates or will o p e rate on coal, peat or wood, and
• • • .-t • • r ’ • J • • . J.

the a u t h o r i t y  determines that

(i) the source of the fuel for the p r o j e c t  is 

abundant; and

(ii) r e n e w a b l e  e n e r g y  resources to operate the 

power project are not available or are not e c o n o m i c a l l y  

f e a s i b l e .

(b) The De p a r t m e n t  of R e v enue shall invest and m a n a g e  the b a l ance 

of the fund w h i c h  exceeds e s timated loan and grant r e q u i r e m e n t s  under 

AS 4 4.83.410 - 44.8 3 . 4 2 0  for the current fiscal year. An investment by 

the D e p a rtment of Revenue un d e r  this sub s e c t i o n  shall be mad e  in a c c o r­

dance wit h  AS 37. 1 0 . 0 7 0  and 37.10.075.

Sec. 44.83.430. A L L O T M E N T  TO PROJECTS. (a) The aut h o r i t y  shall 

m a i n t a i n  records of loans fr o m  the fund

(1) for po w e r  projects d e s i gnated b y  the legislature; and

(2) for each power project for wh i c h  a loan is made from a n  

a p p r o p r i a t i o n  mad e  b y  the le g i s l a t u r e  without s p e c ifying a project.

(b) Income e a rned fro m  investment of m o n e y  a p p r o p r i a t e d  to the 

fund under AS 44.83.420, shall be allo t t e d  by the a u t h o r i t y  to power 

projects for w h i c h  a p p r o p r i a t i o n s  h a v e  bee n  mad e  by the legislature. 

The allotment shall be b a s e d  on the amount of investment income earned 

during each state fiscal year in or after w h i c h  the l egislature has 

a p propriated m o n e y  to the fund. A n  a l lotment of income under this 

s u b s ection shall be made

(1) to eac h  power p r o ject s p e c i f i c a l l y  des i g n a t e d  by the
•• • ‘ , i- 1 •. ’

legislature by law in p r o p o r t i o n  to the amount a p p r o p r i a t e d  for that 

p r o ject as a p e r c entage of the total amount a p p r o p r i a t e d  by the legis-
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lature to the fund; and

(2) to all other power projects for w h i c h  the l e g i s lature 

has approp r i a t e d  m o n e y  in p r o p o r t i o n  to the amount a p p r o p r i a t e d  for 

u n s p e c i f i e d  proj e c t s  as a per c e n t a g e  of the total a mount a p p r o p r i a t e d  

by the legislature to the fund.

Sec. 44.83.440. LO A N  TERMS A N D  CONDITIONS. (a) A  l o a n  for a 

power project made under AS 44. 8 3 , 4 0 0  - 44.83.470 m a y  n ot be for a 

period in excess of the lesser of

(1) the estimated actual life of the po w e r  p r o j e c t  as c o n­

structed; or

(2) 100 years.

xb) The rate of interest on the entire ou t s t a n d i n g  b a l a n c e  of a 

loan mad e  under AS 4 4 .83.400 - 4 4 .83.470 m a y  not e xceed three percent a 

year, but the interest payment c a l c ulated on a ny instal l m e n t  m a y  exceed 

that rate.

(c) Principal and interest payme n t s  p a y able o n  a loan made u n d e r  

AS ..83.400 - 4 4 . 8 3 . 4 7 0  be g i n  on the date that the borr o w e r  certifies 

to the auth o r i t y  that the power project for w h i c h  the loan was m a d e  is 

pro d u c i n g  p o w e r .

Sec. 44.83.450. LO A N  L I MITATIONS. (a) The amount w h i c h  may be 

loaned b y  the. a u thority for a power project under AS 44.83.420(1) is 

the total of:

(1) the amount of m o n e y  a p p r o p r i a t e d  b y  the le g i s l a t u r e  to 

the power project; and

(2) the amount of an allotment made by the a u t h o r i t y  to the 

project under AS 44.83.430(b)(1).

(b) The amount w h i c h  m a y  be loaned b y  the a u t h o r i t y  for a power 

project under AS 44.83.420(2) and (3) m a y  not e x c e e d

(1) the amount of m o n e y  approp r i a t e d  b y  the l egislature

-4- SSSB 25
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w i t hout d e s i g n a t i n g  a po w e r  project; at:i

(2) the amount of a n  a l lotment made by the a u t h o r i t y  to all 

power projects under AS 4 4 . 8 3 . A 3 0 ( b ) (2).

Sec. 44.83.460. R E A L L O C A T I O N  OF FUND BALANCE. (a) Amounts 

repaid b y  a b o r r o w e r  for a loan m a d e  for a power p r o ject un d e r  AS 44.- 

83.400 - 4 4 . 8 3 . 4 7 0  m ay be r e a l l o c a t e d  to other power projects by the 

authority.

(b) If a power project d e s i gnated by the legislature b y  ] aw is 

not constructed, the amount approp r i a t e d  to it m a y  be re a l l o c a t e d  to 

other power proj e c t s  b y  the authority. The auth o r i t y  m a y  allocate the 

mo n e y  only for a power p r o ject w h i c h  is e c o n o m i c a l l y  feasible under 

AS 44.83.181(b) for the m a r k e t  area that is to be served b y  the power 

project des i g n a t e d  b y  the legislature and not constructed.

(c) If a p p r o p riations for a power project designated b y  the 

legislature b y  law e xceed the amount required for constr u c t i o n  of the 

power project, the excess m ay be r e a l l ocated to other power projects by 

the authority.

Sec. 44.83.470. DEFINITION. In AS 4 4 .83.400 - 44.83.470, "fund" 

means the power project rev o l v i n g  loan fund.

* Sec. 3. AS 44. 2 5 . 0 2 0  is amended b y  adding a n e w  p a r a g r a p h  to read:

(5) invest and m a n a g e  the balance of the power project

r e v o l v i n g  loan fund in a c c o r d a n c e  w i t h  AS 44.83.420(b),

* Sec. 4. N o t w i t h s t a n d i n g  AS 44.83.440(b), added by sec. 2 of this Act, 

until the total amount approp r i a t e d  by the legislature to the power project 

r e volving loan fund equals or exceeds $4,500,000,000, the rate of interest

on a loan made un d e r  AS 44. 8 3 . 4 0 0  - 44. 8 3 . 4 7 0  is seven p e r cent a year on the

u npaid balance of the loan.

* Sec. 5. This Act takes effect Jul y  1, 1981.
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F I S C A L '  N O T E
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R E Q U E S T  • • ' • ••■•:
Bill/Resolution No. SS SB 25 Title: An Act establishing a power project revolving loan
Title fund in the Alaska Power Authority, amending the Alaska Power Authority Act, and

Requested b v requiring the Department of Revenue to invest the Date 02/10/81

II.

surplus power project revolving loan fund balance; and providing for an effective date. 

Requested by____________ 8 Senators ____________________________

F I S C A L  D E T A I L

Agency Affected Department of Commerce & Economic Development_________________________________

Program Category Affected Economic Development____________________________________________

B R U ,  Program, or Subprogram(s) Affected Alaska Power Authority
(Note: If m o r e  than one budget component is affected, separate line-item a m o u n t s  and funding for each 

c o m p o n e n t  in the analysis section.)

E X P E N D I T U R E S ''1 (Thousands of Dollars)

•
F Y  80 . F Y  81 F Y  82 F Y  83 F Y  84 F Y  85

100 - P E R S O N A L  S E R V I C E S *TWV 104.0 111.3 119.0 127.4

?.oo ‘•‘T R A V E L  * 8.0 8.6 9.3 10.0

300 ‘C O N T R A C T U A L  ' ' •

400 C O M M O D I T I E S  ' 1.0 1.0 1.0 1.0

500 E O U I P M E N T
• 6.0 1.0

600 L A N D  &  S T R U C T U R E S

700 G R A N T S .  CLAIJ®. ETC.

T O T A L 119.0 121.9 129.3 138.4

F U N D I N G  (Thousands of Dollars)

G E N E R A L  F U N D 119.0 121.9 129.3 138.4

F E D E R A L  F U N D S

O T H E R  (Specify Fun d  Source)

P O S I T I O N S  

F U L L  T I M E 2 2 2 2

P A R T  T I M E

T E M P O R A R Y .

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

,
To additional positions will be required to administer the revolving loan fund 

and to conduct periodic audits of loan recipients. J

j

r
IV. D A T E  February 10, 981

Original: Legislative Finance 

cc: Budget and M a n a g e m e n t

Prime Sponsor (First Legislator N a m e d )

. P R E P A R E D  B Y  Robert A. Mohn 
A G E N C Y  Alaska Power Authority 

P H O N E  277-7641________________

33-001 (Rev. 12/79)



F I S C A L  N 0 1

S T
L  R E Q U E S T  ' 

Bill/Resolution No. CSSB 25
jtle An act e s t a b l i s h i ng a power p r o j e c t  T u n a  in tne A iasK a Power autnority 

Requested b v K e r t t u l a .  Dankworth. Zeigler. et a l ._________________Date_______________

II. F I S C A L  D E T A I L  

A g e n c y  Affected Department of Commerce & Economic Development

Program Category Affected Energy Development

B R U ,  Program, or Subprogram(s) Affected Alaska Power Authority

(Note: If m o r e  than one budget c o m p o n e n t  is affected, separate line-item a m o u n t s  and funding for each 

co m p o n e n t  in the analysis section.)

E X P E N D I T U R E S  (Thousands of Dollars)

F Y  .81 F Y  8 2 F Y  8 3 F Y  8 4 F Y  .85 . F Y  8 6  -

100 P E R S O N A L  S E R V I C E S 104.0 111.3 1 1 1 . 9 127.4

200 T R A V E L  *• r 8.0 8.6 9.3 TO.O

300 C O N T R A C T U A L l n l n .  i_n_ 1 .0

4 0 0  C O M M O D I T I E S fin 1.0

500 E O U I P M E N T

6 00 L A N D  &  S T R U C T U R E S

7 00 G R A N T S .  C L A I M S .  ETC. •
*

T O T A L 119.0 ' 121.9 1 2 9 . 3 138.4

F U N D I N G  (Thousands of Dol 

G E N E R A L  F U N D

Iars)

11 9 . 0 121.9 1 2 9 . 3 138.4

F E D E R A L  F U N D S

O T H E R  (Specify F u n d  Source)
.

P O S I T I O N S  

F U L L  T I M E

-

2 2 2 2

•

P A R T  T I M E -

T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Not e  Preparation Instructions, Section III)

Funding would be used to insure compliance with provisions of 

economic criteria and to insure that sufficient funds are generated 

from project revenues to project operation, debt service and safety 

investigations.

IV. n a t e  March 4, 1981 P R E P A R E D  B Y  

A G E N C Y  A ‘ 

P H O N E  _

Terry McGuire 

aska Pow eFT fu 'cho rity
Original: Legislative Finance 

cc: Budget and Ma n a g e m e n t

Prime S p o n s o r  (Fi rs t  Legis lator  N a m e d )

2//-/b4 I"
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DEPARTMENT OF REVENUE /
/ POUCH S

office or the comuissiomu / juneau. a l a s k a 99an

The Honorable Bettye Fahrenkai^p 

Chairperson

Senate Resources Committee 

Room 113 - Capitol Building 

Juneau, Alaska

Re: Sponsor Substitute for Senate Bill No. 25 

Dear Senator Fahrenkamp:

Sponsor Substitute for Senate Bill No. 25, an Act establishing a power 

project revolving loan fund in the Alaska Power Authority, amending the 

Alaska Power Authority Act, and requiring the Department of Revenue to 

invest the surplus power project revolving loan fund balance, was introduced 

in the Senate on January 29, 1981 and was referred to the Senate Resources 

and Finance Committees.

For the consideration of the Senate Resources Committee, I am enclosing 

a copy of a Fiscal Note prepared by Mr. Anselm C. Staack, Treasury 

Comptroller of the Department of Revenue concerning the proposed legislation.

Sincerely,

R. D. Stevenson 

Special Assistant

cc: The Honorable Don Bennett_
The Honorable M. E. Dankworth

Co-Chairmen_______________
Senate Finance Committee____

Joseph K. Donohue 

Deputy Commissioner 

Department of Revenue

Anselm C. Staack 

Treasury Comptroller 

Department of Revenue

04-D2LH



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 S C A L  N O T E

I. R E Q U E S T
Bill/Resolution No. SPONSOR SUBSTITUTE FOR SENATE BILL No. 25_____________________________________

Title "An Act establishing a power project revolving loan fund in the Alaska Power Anf-h." 

Requested b v Senate Resources Committee______________________________ Date 1/29/81_______________

II. F I S C A L  D E T A I L
Agency Affected Department of Revenue

Program Category Affected General Fund Unrestricted Revenues 

B R U ,  Program, or Subprogram(s) Affected.
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.) 

E X P E N D I T U R E S  (Thousands of Dollars)

F Y  8 1 F Y  8 2 F Y  83 F Y  84 F Y  .85 , F Y  8 6

100 P E R S O N A L  S E R V I C E S

200 T R A V E L

300 C O N T R A C T U A L

400 C O M M O D I T I E S

500 E O U I P M E N T
600 L A N D  &  S T R U C T U R E S

700 G R A N T S .  C L A I M S .  ETC.

T O T A L

MILLIONS 
F U N D I N G  CffifKHKXMxof Dollars)

INTEREST EARNINGS REDUCTION TO GENERAL FUND 
UNRESTRICTED

G E N E R A L  F U N D  MILLIONS -0- 91.2 91.2 91.2 -0- -0-

F E D E R A L  F U N D S

O T H E R  (Specify Fund Source)

P O S I T I O N S

F U L L  T I M E

P A R T  T I M E

T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

Bill allocates interest earnings on appropriated but temporary unused monies to the 

Alaska Power Authority. Calculations based on companion appropriations bill SB 26.

Above assumes a 12% interest rate on temporary invested funds. Monies used 

evenly throughout the year. $760 million average balance. Even if Authority 

di d  not dr a w  all funds as they became available the bill requires that interest 
earned on available balances be used by the Authority for allotment to other 
projects.

IV. DATF. February 2. 1981

Original: J.eAjslatiygJjllfiP£& ■
cc: Budget and Management

Prime Sponsor (First Legislator N amed)

P R E P A R E D  B Y  Anselm C. Staack. Treasury Comptroller
A G E N C Y  Dept, of Revenue/Treasury Division____________

P H O N E  465-2351____________________

33-001 (Rev. 12/80



P r o g r a m  Effects;

1. D e f i n e s  " e c o n o m i c a l l y  feasible" project, i.e., if the 
A l a s k a  P o w e r  A u t h o r i t y  (Authority) d e t e r m i n e s  that 
t he total costs of a p o w e r  p r o j e c t  is c h e a p e r  o v e r  the 
e s t i m a t e d  lif j v . o t h e r  alternatives.

2. S t a n d a r d  f a ct or s use d to d e t e r m i n e  f e a s i b i l i t y  to i n­
clude:

a. A  7% i n f l a t i o n  f a c t o r  for c o n s t r u c t i o n  and o p e r­
ating costs.

b. A  10% i n t e re s t rate on m o n e y  b o r r o w e d  for the 
project.

c. A n  11% annual cost e s c a l a t i o n  f ac to r for a l t e r­
nat i v e  p o w e r  sour ce s f r o m  oil, gas or coal.

3. E s t a b l i s h e s  a P o w e r  P r o j e c t  R e v o l v i n g  L o a n  F u n d  (Fund)
in the Autho ri ty . The m o n e y  in the F u n d  includes:

a. A p p r o p r i a t i o n s  to it by the legislature.

b. P r i n c i p a l  and i n t er es t r e p a y m e n t s  on loans.

c. I n t e r e s t  e a r n e d  on F u n d  i n v e s t e d  balances.

4. T h e  F u n d  m a y  be use d by the A u t h o r i t y  for:

a. Lo an s for r e co nn a is sa nc e,  f e a s i b i l i t y  stud i es  and 
p r o j e c t  f i na n c i n g  plans.

b. T he 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  licenses, 
d e s i g n  and c o n s t r u c t i o n  of the project.

c. G r a n t s  for p o w e r  p r o d u c t i o n  assistance.

5. T h e  A u t h o r i t y  shall m a k e  loans for:

a. P o w e r  p r o j e c t s  d e s i g n a t e d  b y  the l e g i s l a t u r e  in 
the a m o u n t  the l e g i s l a t u r e  d es ignates.

B I L L  A N A L Y S I S
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 (1/29/81.)

2 / 2 / 8 1 -1-



B I L L  A N A L Y S I S ,  S S S B  25, C o n t ' d

b. P o w e r  p r o j e c t s  n o t  d e s i g n a t e d  b y  the l e g i s l a t u r e  
if t he A u t h o r i t y  o w n s  the project.

c. P o w e r  p r o j e c t s  n o t  d e s i g n a t e d  b y  the l e g i s l a t u r e  
if t he A u t h o r i t y  fi nd s it e c o n o m i c a l l y  feasible, 
a n d ;

(1) w i l l  o p e r a t e  o n  r e n e w a b l e  r esources, or,

(2) O p e r a t e s  on coal, p e a t  or w o o d  w h e r e  that 
source fuel is a b u n d a n t  a nd r e n e w a b l e  e n e r g y  
r e s o u r c e s  p’-e n o t  a v a i l a b l e  or cheaper.

6. T h e  D e p a r t m e n t  of R e v e n u e  is to 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 fund w h i c h  e x c e e d s  loa n  a n d  g r a n t  r e­
qu i r e m e n t s  for the c u r r e n t  f i s c a l  y e a r . I n v e s t m e n t s  
a l l o w e d  in a c c o r d a n c e  w i t h  g e n e r a l  fun d i n v e s t m e n t  
s t a t u t e s .

7. T he A u t h o r i t y  to m a i n t a i n  a r e c o r d  o f  all loans made.

8. I n v e s t m e n t  i ncome on m o n e y  a p p r o p r i a t e d  to the F u n d  
s ha ll  be a l l o t e d  e a c h  f i s c a l  year:

a. To e a c h  p o w e r  p r o j e c t  s p e c i f i c a l l y  l e g i s l a t i v e l y  
d e s i g n a t e d  in p r o p o r t i o n  to the a m o u n t  a p p r o p r i a t e d  
to the p r o j e c t  as a p e r c e n t  of the t ot a l a p p r o p r i a­
tion.

b. To all o t h e r  u n s p e c i f i e d  p o w e r  p r o j e c t s  in p r o­
por t i o n  to t he ir  a m o u n t s  v. the t o t a l  a m o u n t  
a p p r o p r i a t e d  for u n s p e c i f i e d  projects.

9. L o a n  terms and c o n d i t i o n s  include;

a. T e r m  no l o ng e r t h a n  t he e s t i m a t e d  a c t u a l  life as 
c o n s t r u c t e d or 100 y e a r s  w h i c h e v e r  is less.

b. I n t e re s t rate not to e x c e e d  3% o n  the o u t s t a n d i n g  
balance. U n t i l  the b a l a n c e  a p p r o p r i a t e d  to the 
F u n d  e qu al s or e x c e e d s  $4.5 b illion, the inte re st  
rate is 7% a year.



B I L L  A N A L Y S I S ,  S S S B  25, C o n t ' d

c. R e p a y m e n t s  of p r i n c i p a l  a nd i n t e r e s t  to b e g i n  w h e n  
t he b o r r o w e r  c e r t i f i e s  t h a t  the p r o j e c t  is p r o­
du c i n g  power.

10. T h e  t o t a l  loan a m o u n t  is:

a. T h e  a m o u n t  of m o n e y  s p e c i f i c a l l y  a p p r o p r i a t e d  b y  
t he l e g i s l a t u r e  and the a m o u n t  of a n y  allotments.

b. F o r  p o w e r  p r o j e c t s  n o t  s p e c i f i c a l l y  d e s i g n a t e d  b y  
th e l e g i s l a t u r e  the loan m a y  no t e x c e e d  t he a m ou nt  
a p p r o p r i a t e d  for u n d e s i g n a t e d  p r o j e c t s  pl u s any 
allotments.

11. The F u n d  b a l a n c e  (monies available) c an be r e a l l o c a t e d  
as follows:

a. L o a n  r e p a y m e n t s  m a y  be r e a l l o c a t e d  to o t h e r  p r o j­
ects  .

b. If a p r o j e c t  l e g i s l a t i v e l y  d e s i g n a t e d  is n o t  b u i l t  
t h e  m o n e y  m a y  b e  r e a l l o c a t e d  o n l y  for e c o n o m i c a l l y  
f e a s i b l e  p r o j e c t s  w i t h i n  the same m a r k e t  a r e a  of 
t h e  d e s i g n a t e d  b u t  n o t  c o n s t r u c t e d  project.

c. If a p p r o p r i a t i o n s  for a l e g i s l a t i v e l y  d e s i g n a t e d  
p r o j e c t  e x c e e d s  the a m o u n t  n e c e s s a r y  then the 
e x c e s s  can be r e a l l o c a t e d  to o t h e r  projects.

12. E f f e c t i v e  J u l y  1, 1981.

C o m m e n t s :

1. T h e  b i l l  a ll ow s the D e p a r t m e n t  of R e v e n u e  to i n ve st  and 
m a n a g e  o n l y  the F u n d  b a l a n c e  w h i c h  e x c e e d s  r e q u i r e m e n t s  
for the c u r r e n t  f iscal year. The b i l l  p l a c e s  n o  r e s t r i c­
tions on d r a w  do wn s and t h e i r  timing.

A p p r o p r i a t e  la ng u ag e m i g h t  be i n c l u d e d  tha t the A u t h o r i t y  
o n l y  dr aw s  u p o n  the F u n d  w h e n  loan funds are a c t u a l l y  
n e c e s s a r y  to a c c o m p l i s h  c o n s t r u c t i o n  and  n o t  w h e n  a 
c o m m i t m e n t  to a loan is m a d e  or instituted.

2 / 2 / 8 1 - 3 -
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W i t h o u t  t h e s e  r e s t r i c t i o n s  the A u t h o r i t y  c o u l d  si mply 
m a k e  the loan and d r a w  the e n t i r e  s u m  w h e n  the loan is 
c o m m i t t e d  to w i t h o u t  h a v i n g  a v a l i d  n e e d  for all the 
m oney. T h e  r e s t r i c t i o n s  p r o p o s e d  are n o  d i f f e r e n t  than 
h o w  a n y  a p p r o p r i a t i o n  is handled, i.e., it is n ot d r a wn  
d o w n  (paid out) un ti l  a v a l i d  e x p e n i t u r e  exists.
R e v e n u e s  are r e c e i v e d  s o m e w h a t  e v e n l y  t h r o u g h o u t  the 
y e a r  and  c a s h  is a v a i l a b l e  w h e n  received. W i t h  the 
c u r r e n t  l a n g u a g e  the T r e a s u r y  c o u l d  b e  l i t e r a l l y  u n ab le  
to c a s h  fun d o t h e r  d r a w d o w n s  w h e n  r e q u e s t e d  until 
s u f f i c i e n t  c a s h  i n f l o w  allows.

2. T h e  P o w e r  P r o j e c t  R e v o l v i n g  Lo an  F u n d  is e n t i t l e d  to
its i n t e r e s t  e a r n i n g s  o n  all a m o un t s appropr ia te d . The 
a m o u n t  of i n t e r e s t  lost to the g e n e r a l  fun d  f r o m  amounts 
a p p r o p r i a t e d  u n t i l  t h e i r  a c tual use c an be q u i t e  s u b­
stantial. F o r  instance, if 1.52 b i l l i o n  is a p p r o p r i a t e d  
(see c o m p a n i o n  Bill SB 26) and the m o n e y  is u s e d  e v e n l y  
t h r o u g h o u t  the year, at a 12% e a r n i n g  rate, the g e n er al  
f u n d  u n r e s t r i c t e d  i n t e r e s t  e a r n i n g s  r e d u c t i o n  is $91.2 
m i l l i o n  o v e r  the year.

A l t h o u g h  t h e s e  funds are to be r e a l l o c a t e d  to ot he r  
p r o j e c t s  t h e y  are u n a v a i l a b l e  for l e g i s l a t i v e  p r i o r i t i z­
ati o n  in f ut u re  periods.

P e r h a p s  it m i g h t  be s a t i s f a c t o r y  to a l l o w  the g e n er al  
f u n d  to h a v e  the i n t e r e s t  e a r n i n g s  on a p p r o p r i a t e d  b u t  
u n d r a w n  a m o u n t s  until the y  are d r a w n  to c ov er  actual 
e x p e n d i t u r e s  on the v a r i o u s  loans. Th is  w o u l d  not h a r m  
an y d e s i g n a t e d  projects, p r o v i d e  f u r t h e r  c o n tr ol  on 
"alloted" funds (which c o ul d be 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  if it d e s i r e s  the n e x t  y e a r ) , and w o u l d  
f o r w a r d  c o n t i n u i n g  l e g i s l a t i v e  r e v i e w  of project, 
e x p e n d i t u r e s .

A n s e l m  C. Staack, T r e a s u r y  C o m p t r o l l e r  
D e p a r t m e n t  of R e v e n u e / T r e a s u r y  
46 5-2351
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Introduced: 1/29/81
Referred: Res o u r c e s  and

F i n ance

BY KERTTULA, D A N K W O R T H , Z I E G L E R  
1ERGUS0N, BRADLEY, E L I A S O N  M U L C A H Y  

IN THE S E NATE A N D  G I L M A N  " ’

SPONSOR SU B S T I T U T E  FOR SENATE BILL NO. 25 

IN THU L E G I S L A T U R E  OF THE STATE OF A L A S K A
I

T W E L F T H  L E G I S L A T U R E  - FI R S T  S E S SION 

A BI L L

For an Act entitled: "An Act establishing a p o w e r  p r o ject r e v o l v i n g  loan

fund in the A laska Power Authority, amending the 

A l aska Power A u t h o r i t y  Act, and requ i r i n g  the D e p a r t­

ment of Revenue to invest the surplus power p r o ject 

r e v o l v i n g  loan fund balance; and pro v i d i n g  for an 

effective date."

BE IT ENACTED BY THE L E G I S L A T U R E  O F  THE STATE OF ALASKA:

* S e c tion 1. AS 44.83.181(b) is amended by a d ding a n e w  paragraph to 

read :

(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 o p o s e d  p r o ject is 

e c o n o m i c a l l y  feasible; a power project is " e c o n o m i c a l l y  f easible" if 

the auth o r i t y  determines that the total costs of the power p r o ject are 

cheaper for the est i m a t e d  life of the project than other alternatives; 

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  under this section, 

the aut h o r i t y  shall evaluate the est i m a t e d  life of the power project 

and its alternatives applying the f o llowing s t a n d a r d  factors:

(A) a general inflation factor for c o n s t r u c t i o n  and

o p e r a t i n g  costs of seven percent annually;

(B) an interest rate of 10 p e r c e n t  for m o n e y  borro w e d  

for the power project; and

(C) an es c a l a t i o n  factor for m e a s u r i n g  the comparative

cost of oil, gas or coal; the rate to be applied is 11 percent

annually, and the rate shall be a p p lied to the current fuel cost 

at the date of d e t e r m i n a t i o n  of economic feasibility.

-1- SSSB 25
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* Sec. 2. AS 44.83 is amended b y  adding n e w  sections to read:

A R T ICLE 8. POWER PROJECT R E V O L V I N G  L O A N  FUND.

Sec. 44.83.400. FUND ESTABLISHED. (a) A p o w e r  p r o ject rev o l v i n g  

loan fund is e stablished in the A l aska Power A u t h o r i t y  to carry out the 

purposes of AS 44.83.400 - 44.83.470.

(b) The fund includes

(1) all m o n e y  appropriated to it by the legislature;

(2) amounts paid, as principal and interest, on loans made 

by the a uthority fr o m  the fund; and

(3) interest earned by investment of m o n e y  in the fund. 

Sec. 44.83.410. USE OF FUND BALANCE. The fund m a y  be used by the

authority

(1) to make loans for

(A) recon n a i s s a n c e  and f e a s i bility studies and power 

project finance plans prepared under AS 4 4 . 8 3 . 1 7 7  - 44.83.181; and

(B) the cost of a power project, incl u d i n g  but not 

limited to costs of acquiring nece s s a r y  licenses, pre p a r i n g  e n g i­

neering designs, and c o nstruction of the p o w e r  project; and

(2) for grants for power pro d u c t i o n  cost assistance under 

AS 44.83.162 - 44.83.164.

Sec. 44.83.420. A D M I N I S T R A T I O N  FUND. (a) T he auth o r i t y  shall 

make loans fro m  the fund for purposes au t h o r i z e d  by AS 44.83.410

(1) for a power project d e s ignated b y  the l egislature b y  

law, in an amount de t e r m i n e d  by the legislature by law;

(2) for a power project not designated b y  the legislature by 

law if the authority owns the power project; and

(3) for a power project not designated b y  the legislature b y  

law if the power project is determined to be e c o n o m i c a l l y  feasible 

under AS 44.83.181(b) and the power project
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(A) operates or will operate on ren e w a b l e  e n e r g y  r e­

sources ; or

(B) operates or will operate o n  coal, peat or wood, and 

the a u t h o r i t y  determines that

(i) the source of the fuel for the p r o ject is 

abundant 5 and

(ii) renewable e n e r g y  res o u r c e s  to operate the 

power project are not available or are hot e c o n o m i c a l l y  

f e a s i b l e .

(b) The De p a r t m e n t  of Revenue shall invest and m a n a g e  the balance 

of the fund which exceeds estimated loan and grant requi r e m e n t s  under 

AS 4 4.83.410 - 4 4 . 8 3 . 4 2 0  for the current fiscal year. A n  i n v estment by 

the D e p artment of R e v e n u e  under this su b s e c t i o n  shall be m a d e  in a c c o r­

dance with AS 37.10.070 and 37.10.075.

Sec. 44.83.430. ALLO T M E N T  TO PROJECTS, (a) The auth o r i t y  shall 

m a i n t a i n  records of loans fr o m  the fund

(1) for power projects designated b y  the legislature; and

(2 ) for each power project for w h i c h  a loan is mad e  fro m  an 

a p p r o p r i a t i o n  made by the legislature without s p e c i f y i n g  a project.

(b) Income e a r n e d  from investment of m o n e y  a p p r o p r i a t e d  to the 

fund under AS 44.83.420, shall be allotted b y  the a u t h o r i t y  to power 

projects for wh i c h  appropriations have been m a d e  b y  the legislature. 

The a l lotment shall be based on the amount of inv e s t m e n t  income earned 

during each state fiscal year in or after w h i c h  the legisl a t u r e  has 

ap p ropriated m o n e y  to the fund. An all o t m e n t  of income u n d e r  this 

s u b s ection shall be ma d e

(1 ) to each power project s p e c i f i c a l l y  d e s i gnated by the 

legislature by law in pr o p o r t i o n  to the amount a p p r o p r i a t e d  for that 

project as a pe r c e n t a g e  of the total amount a p p r o p r i a t e d  by the legis-
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lature to the fund; a nd

(2) to all other po w e r  projects for w h i c h  the legislature 

has a p p r o p r i a t e d  m o n e y  in p r o p o r t i o n  to the amount a p p r o p r i a t e d  for 

un s p e c i f i e d  projects as a p e r c e n t a g e  of the total amount a p p ropriated 

by the legislature to the fund.

Sec. 44.83.440. L O A N  TERMS A N D  CONDITIONS. (a) A loan for a 

power p r o ject made u n d e r  AS 4 4 . 8 3 . 4 0 0  - 44. 8 3 . 4 7 0  m a y  not be for a 

period in excess of the lesser of

(1) the e s t i m a t e d  actual life of the power p r o ject as c o n­

structed; or

(2) 100 years.

(b) The rate of interest on the entire outsta n d i n g  balance of a 

loan mad e  under AS 4 4 . 8 3 . 4 0 0  - 4 4 . 8 3 . 4 7 0  m a y  not e xceed three percent a 

year, but the interest p a y m e n t  c a l c u l a t e d  on any installment may exceed 

that rate.

(c) Principal and interest payments p a y able on a loan made under 

AS 44. 8 3 . 4 0 0  - 4 4 . 8 3 . 4 7 0  b e g i n  on the date that the borrower certifies 

to the a u thority that the po w e r  p r o j e c t  for which the loan was mad e  is 

p r o d u c i n g  power.

Sec. 44.83.450. LOAN LIMITA T I O N S .  (a) The amount w h i c h  m a y  be 

loaned by the. a u t h o r i t y  for a po w e r  project under AS 44.83.420(1) is 

the total of

(1) the a mount of m o n e y  approp r i a t e d  b y  the legislature to 

the power project; and

(2) the a m o u n t  of an a l lotment mad e  b y  the a u thority to the 

project under AS 4 4 . 8 3 .430(b)(1).

(b) The amount w h i c h  m a y  be loaned b y  the a uthority for a power 

project under AS 4 4 . 83.420(2) and (3) m a y  not e xceed

(1) the a m o u n t  of m o n e y  a p p r o p r i a t e d  b y  the legislature
* ■ . 1 r
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w i t hout de s i g n a t i n g  a power project; and

(2) the amount of an a l lotment m a d e  by the auth o r i t y  to all 

power projects un d e r  AS 44.83.430(b)(2).

Sec. 44.83.460. R E A L L O C A T I O N  OF FUND BALANCE. (a) Amounts 

repaid b y  a b o r r o w e r  for a loan mad e  for a power p r o ject un d e r  AS 44.- 

83.400 - 4 4 . 8 3 . 4 7 0  m a y  be r e a l l o c a t e d  to other power projects by the 

authority.

(b) If a power project designated by the l egislature b y  law is 

not constructed, the amount a p p r o p r i a t e d  to it m a y  be reallo c a t e d  to 

other power projects b y  the authority. The auth o r i t y  n.ay allocate the 

mo n e y  only for a power project wh i c h  is e c o n o m i c a l l y  feasible under 

AS 44.83.181(b) for the m a r k e t  area that is to be served b y  the power 

project d e s ignated b y  the legislature and not constructed.

(c) If a p p r o p riations for a p o w e r  project designated b y  the 

legislature b y  law e xceed the amount r e q u i r e d  for constr u c t i o n  of the 

power project, the excess m ay be re a l l o c a t e d  to other power projects by 

the authority.

Sec. 44.83.470. DEFINITION. In AS 4 4 .83.400 - 44.83.470, "fund" 

means the power project revolving loan fund.

* Sec. 3. AS 4 4 . 2 5 . 0 2 0  is amended b y  adding a n e w  p a r a g r a p h  to read:

(5) invest and m a n a g e  the balance of the power project

rev o l v i n g  loan fund in acc o r d a n c e  w i t h  AS 44.83.420(b).

* Sec. 4. N o t w i t h s t a n d i n g  AS 44.83.440(b), added by sec. 2 of this Act, 

until the total amount a p p r o p r i a t e d  b y  the legislature to the power project 

r e volving loan fund equals or exceeds $4,500,000,000, the rate of interest

on a loan made under AS 4 4 .83.400 - 44.8 3 . 4 7 0  is seven p e r c e n t  a year on the

unpaid balance of the loan.

* Sec. 5. This Act takes effect July 1, 1981.
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