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D E P A R T M E N T  OF R E V E N U E  /
/  POUCH S

office or the conmssmt / ju n e a u ,  a la s k a  99311

The Honorable Bettye Fahrenkamp 

Chairperson

Senate Resources Committee 

R o o m  113 - Capitol Building 

Juneau, 1. ska

Re: Sponsor Substitute for S e nate B. si No. 25 

Dear Senator Fahrenkamp:

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

project revolving loan fund in the Alaska Power A u t h o r i t y , amending the 

Alaska Power Authority Act, a n d  requiring the Department o f  Revenue to 

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

in the Senate cn January 29, 1981 and was referred to the Senate Resources 
and Finance Committees.

For the consideration o f  the Senate Resources Coimnittee, I am enclosing 

a copy o f  a Fiscal Note prepared by Mr. A n s e l m  C. Staack, Treasury 

Comptroller of the Department o f  Revenue concerning the proposed legislation.

Si n c j r e l y ,

R. D. Stevenson 

Special Assistant

cc: The Honorable Don Bennett

The Honorable M. H. Dankworth 

Co-Chairmen

Senate Finance Committee

Joseph K. Donohue 

Deputy Commissioner 
Department o f  Revenue

A n s e l m  C. Staack 
Treasury Comptroller 

Department o f  Revenue

C4-02UH



}  T H E  LEGISLATURE O F  T H E  STATE O F  A L A S K A
TWELFTH LiEGTLLATURE SSSB 25

«

- B S C A L - NOTE,

I. REQUEST
Bill/Resolution No. SPONSOR SUBSTITUTE FOR SENATE BILL No. 25____________________________________

Title "An Act establishing a power project: revolving loan fund in the Alaska Power Auth." 
Requested b v Senate Resources Committee______________________________ Date 3/?Q/fl;_______________

’

I I. F ISCAL DETA IL
Agency Affected Department o f  R e v e n u e ________ ___________________________________________

Program Category Affected General Fund Unrestricted Revenue?_______________________________

BRU, Program, or Subprogram(s) Affected____________________________________________________________
(Note: I f  more than one budget component is affected, separate line-item amounts and funding fo r  each 

component in the analysis section.)
EXPEND ITURES (Thousands o f  Dollars)

FY 8 1 FY 8 2 FY 8 3 FY 84 FY  85 ,F Y  86
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EOUIPMENT .
600 LAND & S TRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL

MILLIONS R IN D IN G  OWWJHUMftof Dollars) INTEREST EARNINGS REDUCTION TO GENERAL FUND 
UNRESTRICTED

GENERAL FUND MILLIONS - 0 - 9 1 .2 9 1 .2 9 1 .2 - 0 - - 0 -

FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

F U L LT IM E
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section I I I )
Bill allocates interest e a r n■*ngs on appropriated but temporary unused monies to the 

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

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

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

did not draw 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. DATE February 2 ,  1981________PREPARED BY Anselm C. Staack. Treasury Comptroller
AGENCY Dept, of Revenue/Treasury Division___________

Original: Legislative Finance PHONE *6 5 -2 3 5 1 _____________________
cc: Budget and Management

Prime Sponsor (First Legislator Name ')
33-001 (Rev. 1 2 / 8 0



B I L L  A N A LYSIS 
S p o nsor Substi tute for Senate Bill No. 25(1/29/81)

P r o g r a m  Effects:

1. Defines "economic ally feasible" project, i ce., if the 
A l a s k a  Power A u t h o r i t y  (Authority) determ i n e s  that 
the total costs of a power p r o ject is c h eaper o v e r  the 
e s t ;m a t e d  life v. o ther alternatives.

2 .

5.

St a n d a r d  factors used to d e t e r m i n e  f e a s i b i l i t y  t.o in­
clude:

a. A  7% inflation factor for c onstr u c t i o n  and o p e r­
ating costs.

b. A 10% inter e s t  rate on m o n e y  b o r rowed for the 
project.

c. An 11% annual cost  e s calation factor for a l t e r­
native p o w e r  sources from oil,, gas or coal.

Establishes a Power P r o j e c t  Revolving Loan Fund (Fund)
in the Authority. 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 l e g i s l a t u r e ;

b. Princ ipal and i n t e rest r̂  p ay m e n ts or; loans.

o. Interest earned on F u n d  invested balances.

The Fund may be used b* the A u t h o r i t y  for:

a .

b.

Loans for reconnaissance, feasibility s t u d i e s  and 
project fi nancing plans.

The cost of a p ower p r oject including licenses, 
design and c o n s t r u c t i o n  of the project.

c. Grants for p o w e r  pro duction assistance.

The A u t h o r i t y  shall mak e loans for:

a. Power p r o jects d e s i g n a t e d  by the l e gisl ature ;n 
the a mount the legislatu re designates.

2/2/81 -1-



BILL ANALYSIS, SSSB 25, C ont'd

b. P o w e r  p r o je cts not d e s i g n a t e d  by the l e gislat ure 
if the A u t h o r i t y  owns the p r o j e c t . .

c. P owe r p r o jects not designated', by the legisl a t u r e  
if the A u t h o r i t y  finds it e c onomically  feasible, 
a n d :

(1) will o p e r a t e  on renewabl e resources, or,

(2) O p e rates 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  and r e n e w a b l e  e nergy 
resour ces are not available or cheaper.

6. The D e p a r t m e n t  of Revenue is to invest and m a n a g e  the 
b a l a n c e  of the fund w h i c h  exceeds loan and grant r e­
qui r e m e n t s  for the c u rrent  fiscal y e a r . Investments  
allowed  in accord a n c e  w i t h  general fund i n v e s t m e n t  
s t a t u t e s .

7. The A u t h o r i t y  to m a i n t a i n  a record of all loans made.

8. Investmen t income on m o n e y  approp r i a t e d  to the F u n d  
shall be a l l oted e a c h  fiscal year:

a. To each power p r o j e c t  s p ec ifically l e g i s l a t i v s l y  
d e s i g n a t e d  in proportio n to the a mount 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 cent of the t otal a p p r o p r i a­
tion .

b. To all other uns pec i f i e d  power p r o jec ts in p r o­
portion to their amounts v. the total amount 
appro p r i a t e d  for unspec i f i e d  projects.

9. Loan terms and condi tions include:

c.. T e r m  no longer than the e s t i m a t e d  actual l ife as 
c onstr u c t e d  or 100 years w n i c h e v e r  is less.

b. Interest rate not to e xceed 3% on the o u t s t a n d i n g  
balance. Until the balance a p p r o p r i a t e d  to the 
Fund equals or exc eeds $4.5 billion, the interest 
rate is 7 1  a year.

2 / 2 / C  x - 2 -



Repaym e n t s  of p r i n c i p a l  and i n t erest to b e g i n  w h e n  
the b o r r o w e r  ci rtifies that the p r o j e c t  is p r o­
ducing power.

The amount of monej spec if i c a l l y  a p p r o p r i a t e d  by 
the l egisl a t u r e  and the amount of any allotments.

F or p o w e r  p r o j e c t s  not specif i c a l l y  d e s i g n a t e d  by 
the l e gislature  the loan m a y  not exceed the a m ount 
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  plus any 
allotments.

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

Loan repayments m a y  be reall o c a t e d  to other p r o j­
ects .

If a p r o j e c t  le gisl a t i v e l y  d e s i g n a t e d  is not built 
the m o n e y  m a y  be r eallo c a t e d  only for e c o n o m i c a l l y  
feasible projects w i th in the same m a r k e t  area of 
the d e s i g n a t e d  b u t  not constr u c t e d  project.

c . If a pprop r i a t i o n s  for a legi.1 latively design a t e d  
project exce eds the amount n e c e s s a r y  then the 
excess can b e  r e a l l o c a t e d  uo other projects.

12. Eff ective J u l y  1, 1981.

C o m m e n t s :

1 . The bill allows the D e p a r t m e n t  of R e venue to invest and 
m a n a g e  only the F u n d  b a l a n c e  w h i c h  exc eeds requirements  
for the c u r r e n t  fiscal year. The bill p laces no r e s t r i c­
tions on d r a w  downs and their timing.

A p p r o p r i a t e  language m i g b c  be i ncluded that the A u t h o r i t y  
only draws upon the F u n d  w h e n  loan funds are actually 
n e c e ssary to ac comp l i s h  c o n struction and not w hen a 
c ommit m e n t  to a loan is made or instituted.

2 / 2 / 8 1 - 3 -



BILL ANALYSIS, SSSB 25, C o n t ' d

W i t h o u t  t hese r e s t r i c t i o n s  the A u t h o r i t y  c ould simply 
m a k e  the loan and d r a w  the e n t i r e  sum 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 
money. The r e s t r i c t i o n s  p r o p o s e d  are no d i f f erent than 
h o w  any a p p r o p r i a t i o n  is handled, i.e., it is not drawn 
down (paid out) until a v a l i d  e x p e n i t u r e  exists.
Revenues are r e c e i v e d  somew h a t  e v e n l y  t h r o u g h o u t  the 
year and c a s h  is a v a i lable w h e n  received. W i t h  the 
current  l a n guage the T r e a s u r y  could be l i t e r a l l y  u nable 
to cash fund 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 
suffic i e n t  c a s h  i n f l o w  allows.

2. The 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  Fund is e n t i t l e d  to
its i n t e r e s t  ear nings on all a m ounts appropriated. The 
a mount of i n t e r e s t  lost to the general  fund from amounts 
a p p r o p r i a t e d  until their actual use can be q u i t e  sub- 
stai \1. F o r  instance, if 1.52 b i l l i o n  is ap prop 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 us ed evenly 
t h r o u g h o u t  the year, at a 12% e a r n i n g  rate, the genera l 
fund u n r e s t r i c t e d  interest  earni n g s  r e d u c t i o n  ’s $91.2 
m i l l i o n  over the year.

A l t h o u g h  these funds are to be r e a l l o c a t e d  to other 
proje 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 s­
ation in future periods.

Perhaps 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 general 
fund to h a ^ e  the interest e a r n i n g s  on a p p r o p r i a t e d  but 
undrawn a m o unts until they are dra wn to cover actual 
e x p e n d i t u r e s  on the v a r i o u s  loans. This w o u l d  not har m 
any d e s i g n a t e d  projects, p r o v i d e  furth er control on 
"alloted" funds (which could be a p p r o p r i a t e d  by the 
legislat ure if it desires the n e x t  y e a r ) , and w o u l d  
forward c o n t i n u i n g  l e gislative r e v i e w  of p r oject 
expenditures.

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  
465-2351
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TITLE: "An A c l  e s t a b l i s h i n g  a p o w e r  p r o j e c t  r e v o l v i n g  loan fund in
the A l a s k a  P o w e r  Authority ;

and providing for s.?. effective date"

i - S C A L  I M P A C T  (if known): The p ower p r o j e c t  r e v o l v i n g  l o a n  fund will 
in clude 1) dollar.5: a p p r o p r i a t e d  ; 2) a m ounts p a i d  as p r i n c i p a l  
and interest; a n d  3) interest e a r n e d  b y  i n v e s t m e n t  of fund dollars

E R I E F  S U M M A R Y  O R  HIGHLIGHTS:

Loans can be m a d e  for 1) f e a s i b i l i t y  stud ies for projects; 2) cost of 
project; 3) p o w e r  p r o d u c t i o n  cost assistance.

Loans shall be m a d e  for 1) power p r o j e c t s  d e s i g n a t e d  b y  the legislature; 
and 2) p o w e r  p r o j e c t s  not d e s i g n a t e d  b y  the l e g i s l a t u r e  but m e e t  
c e r t a i n  c r i t e r i a  (economic f e a s i b i l i t y  and o p e rates o n  r e n e w able 
e n e r g y  or coal, peat, wood)

T h e  bi ll states c r i t e r i a  for "economic f e a s i b i l i t y "  -- total costs are 
ch eaper for e s t i m a t e d  life than o ther  a l t erna tives.

Sec. 4 4 . 8 4 . 4 3 0
Ma n d a t e s  that the A u t h o r i t y  m a i n t a i n  financial records

The bi ll gives the lo an terms and conditions, namely, the period 
of the loan may be for 100 years o f  the life of the project, w h i c h e v e r  
is less.

Tne i n t erest r a t e  m a y  not exceed 3%.

P a y m e n t  b e g i n s  on:e the p r o j e c t  is p r o d u c i n g  power.

1 0



SB 25 (cont. pg. 2)

The b i l l  sets v a r i o u s  l o a n  limitations.

The A u t h o r i t y  m a y  r e a l l o c a t e  funds w h i c h  hav e b e e n  r e p a i d  to other 
p o w e r  projects.

Until the f u n d  equals $4.5 billion, the i n t ere st rate o n  loans 
will b e  77o.

i
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POUCH V - STATE CAPITOL 

JUNEAU, ALASKA 95811 

907-A65-3B00

M  E K O R A N D U M January 29, 1981

SUBJECT:

TO:

F R O M :

This pair of b i 1 _s aut horizes and a p p r o p r i a t e s  for a 
r e v o l v i n g  ioan fund in the A laska  Power A uthority b y  w h i c h  
the A u t h o r i t y  may make loans for c o n s t r u c t i o n  of power 
projects, e a r n  a return on the loans made, and (with 
l e g i s l a t i v e  approval) use the p r i n c i p a l  and interest for 
subseq u e n t  power projects.

*

Sponsor s u b s t i t u t e  for SB 25 (power project 
r e v o l v i n g  loan fund) and SB 26 (companion 
appropr iation) (Work Order No. 12-0521)

S e nator Bettye Fahrenkamp, Chair m a n  
Senate Res ources Committee

John B . Che now ejm 
L e g i s l a t i v e  Cohns

SB 25, the a uthorization, operates g e n e r a l l y  in the manner 
of other s t a t e  revol v i n g  loan programs. The difference  
b e t w e e n  this legislation and programs a l r e a d y  in place is 
one of p r o j e c t  dimensi on a nd loan r e p a y m e n t  period. Both 
are significai.tly larger than c o m p a r a b l e  loan p r o g r a m  
componen ts. The major o p e r a t i v e  provi s i o n s  of the l e g i s­
lation are set out in * Sec. 2 [page 2, line 1 and 
following] f *, materials a m e n d i n g  AS 44.83, the Alaska Power 
A u t h o r i t y  Act.

Sec. 4 4 . 8 3 . 4 0 0  e s t a b l i s h e s  the power project r e v o l v i n g  fund.

S e c . _ 4 4 .83.410 indicates the princi pal p e r m i s s i b l e  uses of 
the runcT"ba 1 .nee to be (1) the m a k i n g  of loans in order to 
co m p l e t e  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  studies and power 
p r o j e c t  f i n a n c e  plans require d by law, and (2) the m a k i n g  of 
loans to m e e t  the costs of power projects.



Senator Bettye Fahrenkamp
Page 2
January 29, 1981

Sec. 4 4 . 8 3 . 4 2 0  estab l i s h e s  limitations on t h e  loans w hich 
the a u t h o r i t y  m a y  m a k e  f r o m  the fund. Generally, the 
a u t h o r i t y  is h e l d  to m a k i n g  loans f o r  (1) 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  b y  law (where r e q u i r e d  b y  
AS 44.83.185), (2) p o w e r  p r o j e c t s  w h i c h  the a u t h o r i t y  itself 
owns or will own, and (3) p o w e r  projects w h i c h  the legislature 
n e e d  not d e s i gn ate b y  law b e c a u s e  of the e x e m p t i o n s  p r o v i d e d  
in AS 4 4 . 8 3 . 1 8 7  but 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  will be 
" e c o n o m i c a l l y  f e a s i b l e "  [the te rm is defi ned in context on 
p a g e  1, at lines 16 - 29] and which will b e  o p e r a t e d  using 
one of the resources, and w i t h i n  the limitations l i s t e d  in 
AS 4 4 . 8 3 . 4 2 0 ( a ) ( 3 ) ( A )  or ( B ) .

Sec. 4 4 . 8 3 . 4 3 0  e s s e n t i a l l y  requires the a u t h o r i t y ,  pending 
the m a k i n g  a loan f r o m  the r e v o l v i n g  fund, to m a i n t a i n  
records of t e m p o r a r y  invest m e n t s  on a per p r o j e c t  basis. It 
describes, in s u b s e c t i o n  (b), the m a nner  of a l l o c a t i n g  
income e arne d on this invested income bac k to specific 
p r o j ects which have b e e n  identi fied b y  the legislature, and 
to u n s p e c i f i e d  p r o j e c t s  generally.

Sec. 4 4 . 8 3 . 4 4 0  sets out terms and c o n d i t i o n s  applic a b l e  to 
loans, s p e c i f y i n g  a m a x i m u m  r e p a y m e n t  period, a r a t e  of 
interest, and a date w h e n  repayme nt is to commence.

Sec. 4 4 . 8 3 . 4 5 0  d e s c r i b e s  lo an limitation.0 in terms of the 
m a x i m u m  amounts w h i c h  .ay be loaned for p a r t i c u l a r  power 
p r o j ects. W h e r e  the l e g i s l a t u r e  has a p p r o p r i a t e d  ana 
a l l o c a t e d  to a power project, the loan m a y  not e x c e e d  the 
a l l o c a t i o n  a n d  a pro rated share of i n v e s t m e n t  income earned 
under AS 44.83.430. Where the legislature has n o t  designated, 
a p p r o p r i a t e d  a n d  a l l o c a t e d  to a power project, t h e  a u t h ority 
has disc retion, w i t h i n  the total amount a v a i l a b l e  to it for 
u n d e s i g n a t e d  p r o j e c t s  and the pro rated s h a r e  of investment 
income earned, to d e t e r m i n e  the amount w h i c h  may b e  a l l otted 
to each project.

Sec. 4 4 . 8 3 . 4 6 0  a d d r e s s e s  the s i t u a t i o n  opposite to AS 44.- 
8 3 . 4 SO b y  d e s c r i b i n g  h o w  the a u t h o r i t y  shall aci ount for and 
h a n d l e  r e p a y m e n t s  of p r i n cipal and interest on loans for 
power p r o je cts (subsection (a) says that the a u t h o r i t y  may 
r e a l l o c a t e  to other p o w e r  projects). The s e c t i o n  also 
extends to the a u t h o r i t y  the r e s p o n s i b i l i t y  for d e c i d i n g  
w h a t  to do w i t h  amounts a p p r o p r i a t e d  by the l e gisl ature to 
power p r o jects  which are not constructed, a n d  to power



Senator Bettye Fahrenkamp
Page 3
January 29, 1981

p r o j e c t s  for w n i c h  the a mo unt a p p r o p r i a t e d  exceeds actual 
costs (in b o t h  instances, b y  s u b s e c t i o n s  (b) and (c)) the 
a u t h o r i t y  m a y  r e a l l o c a t e  these amount s to other power 
proj ects .

Sec. 4 4 . 8 3 . 4 7 0  adds a d e f i n i t i o n  of the t e r m  "fund".

By * Sec. 3 of the bill [page 5, lines 20 - 22], sums 
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  (such as p r o p o s e d  in SB 26) 
are to b e  t e m p o r a r i l y  h a n d l e d  a n d  i n v ested b y  the Department 
of R e v e n u e  as the surplus g e n e r a l  f u n d  b a l a n c e  m a y  be 
invested, w i t h  the proceeds of the a p p r o p r i a t i o n  and 
earnings t r a n s f e r a b l e  to the a u t h o r i t y  for p r o jects as 
needed.

The m a j o r  p o r t i o n  of amounts a p p r o p r i a t e d  b y  the legislature 
should go to b u i l d  projects s p e c i f i e d  by the legislature by 
la in a c c o r d a n c e  with the 19 80 amen dments to the Alaska 
Power A u t h o r i t y  Act. A r e l a t i v e l y  small amount of money 
will be a v a i l a b l e  for u n d e s i g n a t e d  power projects, which may 
be s e l e c t e d  by the authori ty b u t  o n l y  after completion of a 
f e a s i b i l i t y  study to d e t e rmine w h e t h e r  a p r o p o s e d  powpr 
project not s p e c i f i e d  by the l e g i s l a t u r e  is "economically 
feasible". T h e  r e q u i r e m e n t  t h a t  a power p r oject be 
e c o n o m i c a l l y  feasible, and the very general standards for 
d e t e r m i n i n g  e c o n o m i c  f e a s i b i l i t y  are set out in * Sec. 1 of 
the bill, and cross- r e f e r e n c e s  to the r e q u i r e m e n t  may be 
found at AS 4 4 . 8 3 . 4 2 0 ( a ) (3) (for p r o p o s e d  p r o j e c t s  which do 
not n e e d  l e g i s l a t i v e  r evie w a n d  approval) and at AS 44.- 
83.460(b) (disposition of " r e v o l v e d "  p r i n c i p a l  a n d  interest 
payments on amounts  p r e v i o u s l y  loaned).

For loans made, a three p e r c e n t  interest r a t e  on .''mounts 
b o r r o w e d  is s p e c i f i e d  [AS 44. 83.440(b)].  By * Sec. 4 of the 
bill, the three percent inte, ast rate is set aside and a 
h igher i n t e r e s t  rate, seven p e r c e n t  per year, applies for 
projects for w h i c h  loans are m a d e  until the legislature 
a p p r o p r i a t e s  at least $ 4 , 5 0 0 , 0 0 0 , 0 0 0  to the power project 
r e v o l v i n g  loan fund. (I u n d e r s t a n d  that this suggested 
r e q u i r e m e n t  was to assure that s upporters  of projects for 
w h i c h  a p p r o p r i a t i o n s  are m a d e  i n  the earlier years are less 
inclin ed to "bail out" of s u p p o r t  of the full range of 
p r o j ects i m m e d i a t e l y  after s e e i n g  their projects named in 
l e g i s l a t i o n  m a k i n g  a p p r o p riatio ns.)
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A p a r t  f r o m  the p r o v i s i o n s  for m a k i n g  loans for power 
projects, this b i l l  also p r o v i d e s  t h a t  a p o r t i o n  of the 
b a l a n c e  of the fu nd m a y  be u s e d  to m a k e  g r a n t s  f o r  the 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  p r o g r a m  as a u t h o r i z e d  in current law 
(AS 4 4 . 8 3 . 1 6 2  - 44.83.164). This p r o v i s i o n  i n  the bill is 
AS 4 4 . 8 3 . 4 1 0 ( 2 ) .

*

SB 26, the c o m p a n i o n  a p p r o pria tion, p r o v i d e s  a p p r opriati ons 
f r o m  the g e n e r a l  fund d uring e a c h  of the n e x t  t h r e e  full 
fiscal y ears (FY 82, FY 83, F Y  84) to at least the m i n i m u m  
a m o u n t  s p e c i f i e d  in SB 25 t h a t  w o u l d  e sc ape levy of che 
h i g h e r  s e v e n  p e r c e n t  i n t erest rate. As a t e c h n i c a l  matter, 
a C o m m i t t e e  S u b s t i t u t e  s h o u l d  be c o n s i d e r e d  for this bill t o  
p i c k  up, at p a g e  3, f o l l o w i n g  line 4, the f o l l o w i n g  entry 
o m i t t e d  i n  typing:

(8) S u s i t n a  $ 1 , 1 9 0 , 0 0 0 , 0 0 0

This does not c h a n g e  the total for the F Y  84 a p p r o p r i a t i o n  
or for the full bill.

J B C :ljb

cc: S e nator J a l m a r  M. K e r t t u l a
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He a r i n g :  SB 8 Making a s p e c i a l  a p p r o p r i a t i o n  t o t he
A l a s k a  Power  A u t h o r i t y  f o r  c o n s t r u c t i o n  
o f  t h e  S u s i t n a  R i v e r  H y d r o e l e c t r i c  
pr o  j  ec t . i

( SSSB 25 j  E s t a b l i s h i n g  a power  p r o j e c t  r e v o l v i n g
- J  l oan f und in t he A l a s k a  Power  A u t h o r i t y .

SB 26 Making s p e c i a l  a p p r o p r i a t i o n s  t o  the
power  p r o j e c t  r e v o l v i n g  l o an  f und o f  
the A l a s k a  Power  A u t h o r i t y .

The h e a r i n g  was t e l e c o n f e r e n c e d  t o  Ancho r age ,  F a i r b a n k s  
and Mat - Su .

«

Te r r y  R e i k h a r t , F a i r i - a n k s ,  r e p r e s e n t i n g  h i m s e l f ,  t e s t i f i e d  
on SB 8 s t a t i n g  t h a t  the f e a s i b i l i t y  s t u d y  i s  p r o c e ed i ng  
s mo o t h l y .  S i n c e  S u s i t n a  i s  a ma j o r  p r o j e c t  i t  i s n e c e s s a r y  
t o have as much i n f o r m a t i o n  as p o s s i b l e  b e f o r e  maki ng a 
d e c i s i o n  t o  p r o c e e d .
P a t r i c i a  A n d e r s o n , F a i r b a n k s ,  a b i o l o g i s t ,  s t a t e d  *. l at  t he 
Depa r tmen t  o f  F i s h  and Games needs  5 y e a r s  t o c o r d u c :  f i s h  
and w i l d l i f e  s t u d i e s  and 'when c omp l e t e d  t hey w i l l  p r o v i d e  
good base  l i n e  d a t a .
F r ed  D u r e , Ancho r a g e ,  r e p r e s e n t i n g  h i m s e l f ,  s t a t e d  t h a t  he 
was oppos ed t o  SB 8 and t h a t  c o n s i d e r a t i o n  shou l d  be g i ven  
t o  w i l d l i f e .
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Chuck S m i t h , Ma t - Su ,  r e p r e s e n t i n g  h i m s e l f ,  s t a t e d  t h a t  
S u s i t n a  has been s t u d i e d  f o r  o v e r  AO y e a r s  t h a t  i t  i s  t ime 
t o  move on w i t h  the p r o j e c t  becaus e  t he a r e a  is a p p r o a c h f n g  
a power  s h o r t a g e .  He i n d i c a t e d  t ha t  t he A l a s k a  Power  A u t h o r i t y  
b r o c h u r e  on S u s i t n a  answer ed a l l  t he  q u e s t i o n s  p r e v i o u s l y  
r a i s e d  by t he  e n v i r o n m e n t a l i s t s .
K~iv?n H e r r i n , F a i r b a n k s ,  r e p r e s e n t i n g  h i m s e l f ,  s t a t e d  t h a t  
t he f e a s i b i l i t y  s t udy  i t  needed to d e t e r m i n e  i f  t he  s i z e  o f  
t he  p r o j e c t  i s  a p p r o p r i a t e .  He i n d i c a t e d  t h a t  a de qua t e  power  
i s  needed a t  a r e a s o n a b l e  r a t e  but p r o duc i ng  more power  was 
no t  t he s o l u t i o n .  He saw the s o l u t i o n  as ene r gy  c o n s e r v a t i o n .
V i v i a n  C a r t w r i g h t , F a i r b a n k s ,  r e p r e s e n t i n g  h e r s e l f ,  s t a t e d  
t h a t  t h e  s o c i a l  c o n s equenc e s ,  o f  b u i l d i n g  Su s i t r . a ,  may be 
h i gh and may d i s r u p t  t he  r u r a l  l i f e  s t y l e  o f  tne a r e a .  She 
i n d i c a t e d  t h a t  the p o s i t i v e  p o i n t s  o f  b u i l d i n g  t he dam a r e :
1 . i t  wou l d  p r o duc e  c h e ap e r  e n e r gy  f o r  u r ban a r e a s ;  and,  2 .
. i t wou l d p r oduce  s h o r t  t erm emp l o yment .
Thoma s S t a r ,  An c h o r a g e ,  Mun i c i p a l  L i g h t  and Power ,  s t a t e d  
t h a t  he was i n f a v o r  o f  a l l  t h r e e  b i l l s .  He i n d i c a t e d  t h a t  
i t  wts wi s e  t o  use n o n - r e newab 1e r e s o u r c e  r e v enue s  t o b u i l d  
u s e f u l  l ong t e rm hyd r o  s t r u c t u r e s .  These  b i l l s  w i l l  p r o v i d e  
f und i ng  f o r  o u r  f u t u r e  ene r gy  needs .
Do r o t h y  J o n e s , r e p r e s e n t i n g  t he  MatSu Bo r ough ,  s t a t e d  she 
s t r o n g l y  s u p p o r t e d  Su s l t r i a  and a l l  o t h e r  h y d r o  p r o j e c t s  in 
t he  S t a t e  b e c au s e  t hey  a r e  e n v i r o n m e n t a l l y  c l e a n  and a l s o  a 
good use  o f  a r e n ewab l e  r e s o u r c e .
J e f f  W i l s o n , F a i r b a n k s ,  r e p r e s e n t i n g . h I m s e I f , s t a t e d  t h a t  I t
i s  i mp o r t a n t  t o  know t he  p o t e n t i a l  impact s  o f  S u s i t n a  s i n c e
t he r i v e r  p r o v i d e s  f i s h  f o r  t he  Cook I n l e t  f i s h e r i e s .  He 
f o l t  t h a t  t he f e a s i b i l i t y  s t udy  needs  to be c omp l e t ed  b e f o r e  
a d e c i s i o n  was made.
Bob Hu f f ma n , F a i r b a n k s ,  r e p r e s e n t i n g  h i m s e l f ,  s t a t e d  t h a t  he 
was i n f a v o r  o f  a l l  t h r e e  b i l l s  because  t hey w i l l  a s s u r e  t h a t  
A l a s k a  w i l l  have a v i a b l e  e n e r g y  f u t u r e .  Hydr o i s  a r e newab l e  
r e s o u r c e  and once  the p r o j e c t s  a - e  c omp l e t e d  they w i l l  be 
v i r t u a l l y  i n f l a t i o n  f r e e .
Dav i d S i n g l e s i g n , Ancho r a ge ,  r e p r e s e n t i n g  h i m s e l f ,  s t a t e d  
t h a t  t he  S i e r r a  Cl ub has  not  t a ken  a p o s i t i o n  cn t he  S u s i t n a
p r o j e c . because  t hey  a r e  w a i t i n g  f o r  t he c o mp l e t i o n  o f  the
f e a s i b i l i t y  s t u d y .  He f u r t h e r  s t a t e d  t ha t  i t  is l o g i c a l  to 
s t udy  a p r o j e c t  o f  t h i s  s i z e  i n d e p t h .  „
Bob Loh r , Ancho r a ge ,  Ene r gy  D i r e c t o r  R u r a l C a p ,  s t a t e d  t ha t  
he s u p p o r t s  t he  a s s i s t a n t  p r og r am p o r t i o n  o f  SSSB 25 and SB
26  because  w i t h o u t  them the bush c ommun i t i e s  woul d be pay i ng
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c l o s e  t o  50e p e r  KWH.
J i m Boos k a , F a i r b a n k s ,  r e p r e s e n t i n g  h i m s e l f ,  s t a t e d  t h a t  t he 
p r e s e n t  s y s t ems  a r e  o v e r l o a d e d  and t h e r e f o r e ,  S u s i t n a  i s 
needed a s  soon a s  p o s s i b l e .  He sa i d  t h a t  he t hough t  t h a t  
i ' . ne t t i sham was c o mp l e t e d ,  so what  i s  t he a p p r o p r i a t i o n  f o r  
S n e t t i s h a m  Phase  I I ?  ( Answer ed l a t e r  by Mr .  H o l d s w o r t h ) .
E 1 e x i s  D v o r s o n , F a i r b a n k s ,  r e p r e s e n t i n g  h e r s e l f ,  s t a t e d  t h a t  
she  wou l d  l i k e  t o  see t he  f e a s i b i l i t y  s t udy  c omp l e t e d  and 
was p a r t i c u l a r l y  c o n c e r n e d  ab o u t  any p o t e n t i a l  impac t  on t he  
Cook I n l e t  f i s h e r i e s .  She i n d i c a t e d  t h a t  t h e r e  we r e  o t h e r  
e n e r g y  o p t i o n s  such as  s o l a r  e n e r g y ,  and c o n s e r v a t i o n .

E r i c  Me y e r s , Ancho r a g e ,  r e p r e s e n t i n g  t he A l a s k a  P u b l i c  
I n t e r e s t  R e s e a r c h  Gr oup ,  s t a t e d  t ha t  by s u r p r e s s i n g  the c o s t  
o f  e l e c t r i c i t y  i t  e n c o u r a g e s  c o n s ump t i o n .  He s ugge s t e d  t ha t  
undue emphas i s  was p l a c e d  on e l e c t r i c i t y  when t h e r e  a r e  
o t h e r  e n e r g y  n e e d s .  He s ugge s t e d  t h a t  $ 2 0  m i l l i o n  be put  
i n t o  t he a u d i t  and r e t r o - f i t t i n g  p r og r am.
Nancy L e e , Ancho r age ,  r e p r e s e n t i n g  h e r s e l f ,  s t a t e d  t h a t  the 
amount  c f  money unde r  c o n s i d e r a t i o n  may not  be needed and 
s u gg e s t e d  t h g f t h e  f e a s i b i l i t y  s t udy  be c omp l e t e d  f i r s t .
Dav i d  L a c e y , F a i r b a n k s ,  r e p r e s e n t i n g  h i m s e l f ,  s t a ged  he was 
oppos ed  t o  SB 8 b ec aus e  i t  c r e a t e s  a bi g Go l den J a i l e y '
E l e c t r i c  A u t h o r i t y  and bi g g o v e r nme r t .
R o x 1e Pa I s e r , F a i r b a n k s ,  s t a t e d  she s u p p o r t e d  hyd r o  e l e c t r i c  
p r o j e c t s  because  t h e r e  have been changes  in A l a s k a  whi ch 
have i n c r e a s e d  t h e  need f o r  h yd r o .
J e f f  Bowman, F a i r b a n k s ,  r e p r e s e n t i n g  h i m s e l f ,  s t a t e d  he di d 
n o t  b e l i e v e  t h a t  the a l t e r n a t i v e s  t n a t  a r e  be i ng s t u d i e d  a r e  
be i ng  g i v e n  t he sane c o n s i d e r a t i o n  as S u s i t n a .  He i n d i c a t e d  
t h a t  he t hough t  t h a t  s m a l l e r  p r o j e c t s  may be more a p p r o p r i a t e .
Doug Me In t y r e , F a i r b a n k s ,  r e p r e s e n t i n g  h i m s e l f ,  s t a t e d  he
wa s  opposed t o SE 8 bec au s e  t he  per  c a p i t a  c o s t  was $ 1 0 , 0 0 0 .

3 : 0 5  p.m.  End o f  T e l e c o n f e r e n c e .
P h i l  Ho l d swo r t h , J uneau ,  r e p r e s e n t i n g  South E a s t e r n  C o n f e r e n c e ,  
s t a t e d  t h a t  t h e i r  p o l i c y  s t a t emen t  //3 on h y d r o - e l e c t r i c  f i t s  
SB 25 .  In r e f e r e n c e  t o  t he  p r e v i o u s l y  asked q u e s t i o n  r e g a r d i n g  
S n e t t i s h a m  Phase  I I ,  he s t a t e d  t h a t  t he  f u nd s  were to 
c o nne c t  Lake Do r o t h y  t o  t he e x i s t i n g  p l a n t .  "the e x i s t i n g  
p l a n t  was b u i l t  t o  t a k e  an e x t r a  t u r b i n e  and f . o w  f r om the 
l a k e  and t h i s  c o m p a r a t i v e l y  sma l l  amount  o f  money w i l l  
i n c r e a s e  t he c a p a c i t y .



Ro1 and S h a n k s , J uneau ,  A l a s k a  E n v i r o n r e n t a  1 Lobby ,  s t a t e d  
t h a t  i t  i s  p r ema t u r e  t o  a p p r o p r i a t e  money t o  s t a r t  c o n s t r u c t i o n  
o f  t he  S u s i t n a  R i v e r  H y d r o e l e c t r i c  P r o j e c t .  Tha t  t he d e c i s i o n  
t o expend money f o r  t he  S u s i t n a  P r o j e c t  s h o u l d  awa i t  t he  
out come o f  t h e  s t u d i e s .  He i n d i c a t e d  t h a t  i t  may be in t he 
economi c  be s t  i n t e r e s t  o f  t h e  S t a t e  to f o s t e r  an i n - s t a t e  
economy based on e n e r g y  c o n s e r v a t i o n ,  r e t r o - f i t t i n g  and 
s m a l l e r  more l o c a l i z e d  h y d r o e l e c t r i c  p r o j e c t s .
Dave Hu t c h e n s , J uneau ,  E x e c u t i v e  D i r e c t o r ,  A l a s k a  Ru r a l  
E l e c t r i c  C o o p e r a t i v e  A s s o c i a t i o n ,  s t a t e d  t h a t  t h e r e  had been 
some m i s s u n d e r s t a n d i n g  ab o u t  SB 3 because  the F e d e r a l  Ene r gy  
and R e g u l a t o r y  Commi ss i on r e q u i r e s  t he f e a s i b i l i t y  s t u d i e s  
t o  be c omp l e t e d  p r i o r  t o t h e i r  i s s u a nc e  o f  a l i c e n s e .  Bu t ,  
i t  i s  wi s e  w h i l e  t he money i s  a v a i l a b l e  f r om n o n - r e n e wab l e  
i ncome t o  put  a s i d e  some o f  i t  so i t  can be used i f  and when 
S u s i t n a  i s d e t e r m i n e d  to be f e a s i b l e .  He s t a t e d  t h a t  SB 25 
and SB 26 use t he  r e v e nue  f r om n o n - r e n ewab l e  r e s o u r c e s  t o  
f i n a n c e  pe rmanent  e n e r g y  f a c i l i t i e s  at  l ow i n t e r e s t  r a t e s  so 
p e o p l e  a c r o s s  t he  s t a t e  can b e n e f i t .  He i n d i c a t e d  t h a t  when 
t h e s e  r r o j e c t s  a r e  c omp l e t e d  7 / 8  o f  the p e o p l e  i n the s t a t e  
w i 11 be on h y d r o  powe r .  He f u r t h e r  i n d i c a t e d  t h a t  i t  w i l l  be 
y e a r s  b e f o r e  S u s i t n a  i s  b u i l t  but  i t  can f unded a t  t o d a y s  
c o s t  w i t h  t o d a y s  d o l l a r s .  I f  i t  i s  p r oven  i n f e a s i b l e  t he  
money becomes a v a i l a b l e  f o r  o t h e r  p r o j e c t s  in t h a t  a r e a .  He 
s t a t e d  t h a t  t he  r e a s o n  f o r  such a l a r g e  p r o j e c t  l i k e  S u s t i n a  
i s i t  i s  e c o n o m i c a l l y  more e f f i c i e n t .
S e n a t o r  J a l ma r  K e r t t u l a , P r e s i d e n t  o f  t he A l a s k a  S t a t e  
S e n a t e ,  s t a t e d  t h a t  t h e s e  b i l l s  r e p r e s e n t  a 8 y e a r  p r og r am.
The b a s i c  p h i l o s o p h y  beh i nd  t he  b i l l s  i s :  t h a t  t he  o i l
r e v enue s  a r e  h e r e  t o d a y  wh i ch  can be used to b u i l d  a sound 
economi c  base f o r  t he  f u t u r e .  These p r o j e c t s  r e p r e s e n t  a 
l ong t e rm i n v e s tmen t  in t he  S t a t e ' s  economi c  f u t u r e .  He 
s t a t e d  t ha t  now i s o u r  chance  t o put  tne money a s i d e  because  
i f  f o r  some r e a s o n  t h e r e  i s  a s h o r t a g e  o f  f unds  in the 
f u t u r e  even t he  money in t he  pe rmanent  f und w i l l  be s p e n t .
S e n a t o r  Mul cahy put f o r t h  t he  mo t i o n  to move the b i l l s ,  wi t h 
i n d i v i d u a l  r e c ommenda t i o n s ,  w i t h  an amendment  to SB 26 
c o r r e c t i n g  t he  t y p o g r a p h i c a l  e r r o r  on oage t h r e e ,  and w i t h  a 
l e t t e r  o f  i n t e n t  w i t h  SB 8 .
The Commi t t ee  a d j o u r n e d  a t  ^4:10 p.m.
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