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M a y  11, 198 3

S e n a t o r s  D o n  B e n n e t t  and J o h n  S a c k e t t  

C o - C h a i r m a n  - S e n a t e  F i n a n c e  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V

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

S U B J EC T :  S e n a t e  B i l l  No. 168: "An Act r e l a t i n g  to t h e  A l a s k a  P o w e r

A u t h o r i t y ;  and p r o v i d i n g  for an e f f e c t i v e  d a t e . "

G e n t l e m e n :

Th e  City of P e t e r s b u r g  w i s h e s  to o f f e r  c o m m e n t s  on S e n a t e  B i l l  Ko. 1 6 8  

and the u n d e r l y i n g  e n a b l i n g  act of the A l a s k a  P o w e r  A u t h o r i t y  ( C h a p t e r  

4 A . 8 3  of the A l a s k a  S t a t u t e s ) .

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

L a k e  h y d r o e l e c t r i c  P r o j e c t ,  s c h e d u l e d  for c o m p l e t i o n  in e a r l y  1 9 S 4 .

H o w e v e r ,  w e  c a n n o t  e n t e r  i n t o  a p o w e r  p u r c h a s e  a g r e e m e n t  u n d e r  t . e m s  and 

c o n d i t i o n s  c u r r e n t l y  m a n d a t e d  b y  law s  g o v e r n i n g  the A l a s k a  P o w e r  A u t h o r i t y .  

The p r o b l e m  th e  C i t y  is f a c i n g  is du e  in part to the e x p e n s e  of the 

p r o j e c t  and in p a r t  to o u r  i n a b i l i t y  to e s t a b l i s h  r e a s o n a b l e  a n d  p r e d i c t a b l e  

r a t e s  fo r  f u t u r e  p r o j e c t  e l e c t r i c i t y .

tfr>en the T y e e  p r o j e c t  w a s  i n i t i a l l y  . ioposed, w e  e x p e c t e d  t h a t  i t s  p o w e r  

cost w o u l d  be s u b s t a n t i a l l y  l o w e r  t h a n  d i e s e l  power. T h e  l o w  c o s t  h y d r o  

p o w e r  wa s  e x p e c t e d  to e f f e c t  an i m m e d i a t e  r e d u c t i o n  i n  t h e  C i t y T s p o w e r  

cost and to c o n t r o l  s u b s e q u e n t  a f f e c t s  of i n f l a t i o n  o n  r e t a i l  e l e c t r i c  

rates.

But p r e s e n t  e s t i m a t e s  of t h e  w h o l e s a l e  r a t e  for T y e e  p o w e r  i n d i c a t e  tha t  

r e t a i l  r a t e s  w i l l  i n c r e a s e  c o n s i d e r a b l y  as a r e s u l t  o f  c o n n e c t i o n  to the 

T y e e  supply. In fact, T y e e  p o w e r  w i l l  be t* ’ m o s t  e x p e n s i v e  of a n y  

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

A l a s k a  as a r e s u l t  o f  s t a t e  l e g i s l a t i o n  a d o p t e d  last y e a r  (House- B i l l  

9). In r e a l  n u m b e r s ,  it is p r o p o s e d  that P e t e r s b u r g  a n d  K r a n g e l l  w o u l d  

h a v e  to pa y  w h o l e s a l e  r a t e s  of 15. 6 4 c / k W h  in 1 9 8 6  e s c a l a t i n g  to 19. 37c/kV.rn 

in 2001.
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F o r  p u r p o s e s  of c o m p a r i s o n  to c u r r e n t  rat e s ,  in FY 82 t h e  a v e r a g e  r e t a i l  

c o s t  of e n e r g y  f o r  P e t e r s b u r g  c o n s u m e r s  w a s  1 3 . 1 q / k W h .  Of t h i s  a m o u n t ,  

6 . 0 c  w a s  a t t r i b u t a b l e  to d i r e c t  c o s t s  of g e n e r a t i o n ;  3 . 4 c  t > d i r e c t  

d i s t r i b u t i o n  c o s t s ;  1.5c to deb t  s e r v i c e  costs; and 2 . 2 c  to a d m i n i s t r a t i v e  

a n d  get eral o v e r h e a d  e x p e n d i t u r e s .  O u r  c ost r e c o r d s  a l s o  s h o w  that 

d i r e c t  g e n e r a t i o n  c o s e s  f r o m  cur h y d r o  p l a nt  a m o u n t e d  to 0. S c / k W h ,  a n d  

th a t  f r o m  d r e s e l  g e n e r a t i o n  a v e r a g e d  1 0 . 9c/kWh.

T h e  e c o n o m i c s  of t h e  T r e e  P r o j e c t  are f a v o r a b l e  o v e r  t h e  l o n g  t e r m  w h e n  

P e t e r s b u r g  w i l l  h a v e  to a u g m e n t  its e x i s t i n g  g e n e r a t i n g  r e s o u r c e s  to 

m e e t  i n c r e a s e d  d e m a n d  f o r  e l e c t r i c  power. O v e r  the e a r l y  y e a r s ,  h o w e v e r ,  

t h e  T y e e  pow’er is m u c h  m o r e  e x p e n s i v e  tha n  a l t e r n a t i v e  e n e r g y  s o u r c e s  

a v a i l a b l e  to the C i t y ' s  c u s t o m e rs .

T h e  o t h e r  m a j o r  p a r t  of the p r o b l e m  w i t h  e x i s t i n g  l a w  g o v e r n i n g  the 

e n e r g y  p r o g r a m  for A l a s k a  is ou r i n a b i l i t y  to i d e n t i f y  and c o n t r o l  

f u t u r e  c o s t s  of o p e r a t i o n ,  m a i n t e n a n c e  and d e b t  s e r v i c e .

1) A P A ' s  i n i t i a l  e s t i m a t e  for o p e r a t i o n ,  m a i n t e n a n c e  and 

i n s p e c t i o n  on  the T y e e  P r o j e c t  is S I , 412,000. W e  t h i n k  

the l o c a l  u t i l i t i e s  s h o u l d  h a v e  s o m e  c o n t r o l  o v e r  an d  

a c c o u n t a b i l i t y  for t hese on g o i n g  e x p e n d i t u r e s .  W e  a l s o  

t h i n k  tha t  v e  c o u l d  l o c a l l y  o p e r a t e  and m a i n t a i n

the p r o j e c t  in c o m p l i a n c e  w i t h  i n d u s t r y  s t a n d a r d s ,  but 

in a l e s s  e x p e n s i v e  m a n n e r .  ( P e t e r s b u r g  ha s  o w n e d  and 

o p e r a t e d  a h y d r o e l e c t r i c  p r o j e c t  s i n c e  1926.)

T h e  T h o m a s  B a y  P o w e r  C o m m i s s i o n  is a j o i n t  o p e r a t i n g  

a g e n c y  that w a s  e s t a b l i s h e d  in 19 7 6  by W r a n g e l l  a n d  

P e t e r s b u r g  to m a n a g e  an d  c o n t r o l  h y d r o e l e c t r i c  p r o j e c t s  

in o u r  area. But it a p p e a r s  the c o m m i s s i o n  w o u l d  not 

q u a l i f y  to o p e r a t e  and m a i n t a i n  t h e  p r o j e c t  p u r s u a n t  t o  

a s t r i c t  i n t e r p r e t a t i o n  of l a n g u a g e  in 4 4 . 8 3 . 4 2 5 ( 5 ) .

2) I m p l e m e n t a t i o n  of the " S u s i t n a  B l a c k  M a i l  C l a u s e "

A S  4 4 . 8 3 . 3 9 8 ( b ) ( 2 )  w o u l d  i n c r e a s e  T v e e ' s  w h o l e s a l e  p o w e r  

r a t e  to a n n u a l l y  g e n e r a t e  ten p e r c e n t  of the a m o u n t  t h e  

S t a t e  h a s  i n v e s t e d  in the p r o j e c t .  T h e  S t a t e  h a s  an 

inv s t m e n t  of  $ 7 9 , 4 8 0 , 0 0 0  in T y e e  —  w h o l e s a l e  r a t e s  

w o u l d  inc: ’a s e  by an a d d i t i o n a l  1 8 . 4 c / k W h  to g e n e r a t e  t h i s  

sor t  of a r e t u r n  fo r  the State.
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3) A  t h i r d  a r e a  of u n c e r t a i n t y  h a s  b e e n  t e r m e d  the " s y s t e m

i n c r e m e n t  p r o b l e m " .  A l l  w h o l e s a l e  p o w e r  r a t e s  o f  p r o j e c t s  

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

l e g i s l a t u r e  d e c i d e s  to add a n e w  p r o j e c t  to the s y s t e m  

w h i c h  ha s  m o r e  d ebt f i n a n c i n g  t h a n  c'ne a v e r a g e  f o r  o t h e r  

p r o j e c t s  in t h e  syst e m .

T h i s  f e a t u r e  of the. l a w  r e p r e s e n t s  a p o t e n t i a l l y  u n l i m i t e d  

" d e e p  p o c k e t "  (our c o n s u m e r s )  to p a y  d e b t  s e r v i c e  on y e t  

t o  be i d e n t i f i e d  p r o j e c t s  d e v e l o p e d  b y  the  a u t h o r i t y  u n d e r  

i t s  s y s t e m  a p p r o a c h .

T h e  s t a f f  of t h e  A l a s k a  l o w e r  A u t h o r i t y  is f u l l y  a w a r e  o f  t h e s e  p r o b l e m s .  

A P A  s t a f f  h a s  s u g g e s t e d  that w e  s h o u l d  i n i t i a t e  n e w  l e g i s l a t i o n  i f  w e  

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

s t a t u t o r y  f r a m e w o r k .

W e  do h a v e  r e c o m m e n d a t i o n s  f or  a m e n d i n g  C h a p t e r  4 4 . 8 3  o f  the A l a s k a  

S t a t u t e s  b e y o n d  and to a c e r t a i n  e x t e n t,  in a d i f f e r e n t  f a s h i o n  t h a n  

t h a t  p r o p o s e d  b y  SB 168. W e  t r u s t  the m a n n e r  of c o r r e c t i n g  t h e s e  p r o b l e m s  

w i t h  t h e  E o a r c  o f  the A l a s k a  P o w e r  A u t h o r i t y ,  G o v e r n o r  S h e f f i e l d  a n d  ou r 

l e g i s l a t o r s .

W e  r e c o m m e n d  t h a t  the s v s t e m  a p p r o a c h  be a b a n d o n e d  in f a v o r  o f  a p r o j e c t -  

b y - p r o j e c t  a p p r o a c h  f o r  f i n a n c i n g  the  p o we r  p r o j e c t s  d e v e l o p e d  u n d e r  t n e  

e n e r g y  p r o g r a m  f o r  AlasVia. If S B  1 6 8  is p a s s e d  an d  a p p r o v e d  d u r i n g  t h e  

c u r r e n t  s e s s i o n  of the l e g i s l a t u r e  w i t h o u t  s o m e  o t h e r  c h a n g e s  to A S

4 4 . 8 3  w e  m a y  be p e r m a n e n t l y  " l o c k e d  in" to a s y s t e m  a p p r o a c h  d u e  to l o n g  

t e r m  c o m m i t m e n t s  m a d e  in the bon d  sale.

P l e a s e  c o n s i d e r  the f o l l o w i n g  s t a t u t o r y  a m e n d m e n t s  d u r i n g  th e  c u r r e n t  

s e s s i o n  of t h e  l e g i s l a t u r e .

1) S a l e  o f  L a k e  T w e e  P r o j e c t .  T h e  s i m p l e s t  w a y  to c o n t r o l  o p e r a t i n g  

an d  m a i n t e n a n c e  e x p e n d i t u r e s  and l imit l i a b i l i t y  for d e b t  s e r v i c e  is to 

a l l o w  l o c a l  u t i l i t i e s  to p u r c h a s e  the p r o j e c t s  d e v e l o p e d  u n d e r  t h e  

e n e r g y  p r o g r a m  f o r  A l a s k a .  S i n c e  p u r c h a s e  of the p r o j e c t  w o u l d  b e  q u i t e  

e x p e n s i v e ,  w e  m u s t  l o o k  to t h e  S t a t e  for an e q u i t y  c o n t r i b u t  ‘ ~>n a n d  

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

y e a r s .  W e  p r o p o s e  the a d d i t i o n  of a n e w  s e c t i o n  to A S  4 4 . 8 3  t o  r e a d :
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Sec. 4 4 . 8 3 . 3 9 9  S a l e  of a P o w e r  P r o j e c t .  (a) T h e  

a u t h o r i t y  may  s e l l  a p o w e r  p r o j e c t  t h a t  is a c q u i r e d  

or c o n s t r u c t e d  as a part, of the e n e r g y  p r o g r a m  f o r  

A l a s k a  to  a q u a l i f i e d  u t i li t y .

(b) W h e n  the a u t h o r i t y  s e l l s  a p o w e r  p r o j e c t ,  it 

s h a l l  e s t a b l i s h  a s c h e d u l e  of e q u a l  a n n u a l  p a y m e n t s  

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

d i f f e r e n t  s c h e d u l e ,  e s t a b l i s h e s  as the p u r c h a s e  

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

t he p r i n c i p a l  a m o u n t  of b o n d s  i s s u e d  a n d  l o a n s

m a d e  for the p o w e r  p r o j e c t ,  r e q u i r e s  p a y m e n t  o f  

th e  p u r c h a s e  p r i c e  o v e r  a t e r m  of not l e s s  t h a n  

t h i r t y  (30) y e a r s  and i m p o s e s  i n t e r e s t  on t h e  

u n p a i d  b a l a n c e  of the p u r c h a s e  p r i c e  a t  an a n n u a l  

r a t e  n ot  to e x c e e d  th e  a v e r a g e  net e f f e c t i v e  

i n t e r e s t  r a t e s  on th e  b o n d s  i s s u e d  fo r  the  p o w e r  

proj e c t .

(c) Kot w i t h s t a n d i n g  (b) of t h i s  s e c t i o n ,  a  

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

h i g h  i n s t a l l m e n t  p a y m e n t s  in the f i r s t  t w e n t y

(20) y e a r s  of a p u r c h a s e  a g r e e m e n t .  A n n u a l  p a y m e n t s  

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

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

s h a l l  be l i m i t e d  to an a m o u n t  that d o e s  n o t  e x c e e d

t h e  p r o d u c t  of m u l t i p l y i n g  8c/k W h,  i n c r e a s e d  o n  e a c h  

a n n i v e r s a r y  d a t e  of the p u r c h a s e  c o n t r a c t  b y  

2.68%, t i m e s  the  o u t p u t  of t h e p o w e r  p r o j e c t  d u r i n g  

t h e  y e a r  for w h i c h  the c a l c u l a t i o n  is b e i n g  m a d e  a n d  

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

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

y ear.

(A q u e s t i o n  m a y  a r i s e  r e l a t i n g  to v’hy  w e  a r e  r e c o m m e n d i n g  a l i m i t a t i o n  

of 8 c / k W h , e s c a l a t e d  by 2 . 6 8 %  p e r  year. A p r i n c i p a l  c a u s e  of.' the h i g h  

T y e e  p o w e r  rat e s , as i n i t i a l l y  e s t i m a t e d  'v the A P A  s t a f f ,  i s  a t t r i b u t a b l e

to t h e  l o w  u t i l i z a t i o n ,  or p l a n t  f a c t o r ,  of the T y e e  p r o j e c t -  P e t e r s b u r g

and W r a n g e l l  h a v e  b e e n  e n c o u r a g e d  t o  d e v e l o p  a m a r k e t  f o r  t h e  uncorz7.itted 

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

po-wer. Ou r  a n a l y s i s  of t h i s  m a r k e t i n g  e n d e a v o r  h a s  c o n c l u d e d  t h a t  

8 c / k W h  is the l i m i t a t i o n  n e c e s s a r y  to c o m p e t e  w’it h  a l t e r n a t i v e  e n e r g y  

s o u r c e s . )
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2) C o m p l e m e n t a r y  A m e n d m e nt s .  The f o l l o w i n g  a m e n d m e n t s  s h o u l d  be m a d e  

to r e s o l v e  a m b i g u i t i e  "•d m a k e  the f o r e g o i n g  s e c t i o n  c o m p a t i b l e  w i t h  

t h e  r e m a i n d e r  o f  A S  4 4 . 8 j :

a) A S  4 4 . 8 3 . 396(a) s h o u l d  b e  a m e n d e d  to read:

(a) A p o w e r  p r o j e c t  that is a c q u i r e d  o r  c o n s t r u c t e d  a s  

p a r t  of th e  e n e r g y  p r o g r a m  for A l a s k a  is o w n e d  (BY T H E  

S T A T E)  a n d  s h a l l  b e  a d m i n i s t e r e d  b y  the a u t h o r i t y ,  u n l e s s  

the p o w e r  p r o j e c t  is s o l d  to a q u a l i f i e d  u t i l i t y ,  in 

w h i c h  c a s e  the p o w e r  p r o j e c t  sh a l l  b e  o w n e d  an d  a d m i n i s t e r e d  

b y  the p u r c h a s i n g  u t i l i t y .

b) A S  4 4 . 8 3 . 4 2 5 ( 5 )  s h o u l d  be a m e n d e d  to read:

(5) " q u a l i f i e d  u t i l i t y "  m e a n s  an e l e c t r i c  u t i l i t y  o w n e d  

by a p u b l i c  a g e n c y  or a n y  c o m b i n a t i o n  j u i n L  u p e i a t i n g  

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

a g e n c i e s  to m a n a g e  and  c o n t r o l  e l e c t r i c  g e n e r a t i o n ,  

t r a n s m i s s i o n  o r  d i s t r i b u t i o n  s y s t e m s  that is c e r t i f i e d  

b y  the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  to s e r v e  

a l l  o r  p a r t  of a m a r k e t  a r e a  that is s e r v e d  o r  w i l l  

be s e r v e d  b y  t h e  p o w e r  p r o j e c t ,  and tha t  trie a u t h o r i t y  

d e t e r m i n e s  is c a p a b l e  of o p e r a t i n g  an d m a i n t a i n i n g  

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

(The d e f i n i t i o n  of a " q u a l i f i e d  u t i l i t y "  is r e c o m m e n d e d  fo r  r e v i s i o n  t o  

e n a b l e  th e  T h o m a s  B a y  P o w e r  C o m m i s s i o n  to own, m a n a g e ,  operate- a n d  

m a i n t a i n  t h e  p r o j e c t . )

In s u m m a r y ,  the C i t y  of P e t e r s b u r g  w i s h e s  to go on r e c o r d  i n  s u p p o r t  o f  

S e n a t e  B i l l  No. 168. W e  l i k e w i s e  hope t hat y o u  w i l l  f a v o r a b l y  c o n s i d e r  

s u g g e s t e d  a m e n d m e n t s  to the A l a s k a  P o w e r  A u t h o r i t y  Act as d e s c r i b e d  in 

t h i s  l e tt e r .

T h a n k s  for y o u r  c o n s i d e r a t i o n .  S h o u l d  y o u  r e q u i r e  a d d i t i o n a l  i n f o r m a t i o n  

o r  p e r s o n a l  t e s t i m o n y  o n  t h e s e  s u b j e c t s ,  p l e a s e  d o n ' t  h e s i t a t e  t o  cal l  

m e  at (907) 7 7 2 - 4 5 1 1 .  B e s t  w i s h e s  f o r  a s u c c e s s f u l  l e g i s l a t i v e  s e s s i o n .
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S e n a t o r s  D o n  B e n n e t t  an d  J o h n  S a c k e t t  

C o - C h a i r m a n  - S e n a t e  F i n a n c e  Conrnittee 

A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V

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

S U B J E C T :  S e n a t e  B i l l  No. 168: "An Act r e l a t i n g  to th e  A l a s k a  P o w e r

A u t h o r i t y ;  a n d  p r o v i d i n g  for an e f f e c t i v e  d a t e . "

G e n t l e m e n :

T h e  C i t y  of P e t e r s b u r g  w i s h e s  to o f f e r  c o m m e n t s  on S e n a t e  B i l l  No. 1 6 8  

and the u n d e r l y i n g  e n a b l i n g  act of the A l a s k a  P o w e r  A u t h o r i t y 7 ( C h a p t e r

4 4 . 8 3  of the A l a s k a  S t a t u t e s ) .

P e t e r s b u r g  is an i n t e n d e d  p u r c h a s e r  of w h o l e s a l e  p o w e r  f r o m  t h e  T y e e  

L a k e  H y d r o e l e c t r i c  P r o j e c t ,  s c h e d u l e d  for c o m p l e t i o n  in e a r l y  1 9 8 4 .

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

c o n d i t i o n s  c u r r e n t l y  m a n d a t e d  b y  l a w s  g o v e r n i n g  the A l a s k a  P o w e r  . Authority. 

The p r o b l e m  th e  C i t y  is f a c i n g  is d u e  in p a r t  to th e  e x p e n s e  o f  t h e  

p r o j e c t  and in p a r t  to our i n a b i l i t y  to e s t a b l i s h  r e a s o n a b l e  a n d  p r e d i c t a b l e  

r a t e s  f o r  f u t u r e  p r o j e c t  e l e c t r i c i t y .

W h e n  th e  T y e e  p r o j e c t  w a s  i n i t i a l l y  p r o p o s e d ,  w e  e x p e c t e d  t h a t  i t s  p o w e r  

cost w o u l d  b e  s u b s t a n t i a l l y 7 l o w e r  t han d i e s e l  po w e r .  T h e  l o w  c o s t  h y d r o  

p o w e r  w a s  e x p e c t e d  to e f f e c t  an i m m e d i a t e  r e d u c t i o n  in t h e  C i t y ' s  p o w e r  

c ost a nd  to c o n t r o l  s u b s e q u e n t  a f f e c t s  of i n f l a t i o n  'a r e t a i l  e l e c t r i c

r a t e s .

But p r e s e n t  e s t i m a t e s  o f  the w h o l e s a l e  r a t e  for T y e e  p o w e r  i n d i c a t e  t h a t  

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

T y e e  supp l y .  In fact, T y e e  p o w e r  -will be the m o s t  e x p e n s i v e  of a n y  

p r o j e c t  c u r r e n t l y  in th e  s y s t e m  e s t a b l i s h e d  b y  the energy7 p r o g r a m  f o r  

A l a s k a  as a r e s u l t  of s t a t e  l e g i s l a t i o n  a d o p t e d  l a s t  y e a r  ( H o u s e  E i l l  

9). In r e a l  n u m b e r s ,  it Is p r o p o s e d  that  P e t e r s b u r g  a n d  W r a n g e l l  w o u l d  

h a v e  to p a y  w h o l e s a l e  r a t e s  of 1 5 . 6 4 c / k W h  in 1986 e s c a l a t i n g  to 1 5 . 3 7 c / k W h  

in 2001.
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Fo r  p u r p o s e s  ox c o m p a r i s o n  to c u r r e n t  rat e s , in F Y  82 t h e  a v e r a g e  r e t a i l  

c o s t  of e n e r g y  fo r  P e t e r s b u r g  c o n s u m e r s  w a s  1 3 . lc/k W h .  O f  t h i s  a m o u n t ,  

6. 0 c  w a s  a t t r i b u t a b l e  to d i r e c t  c o s t s  of g e n e r a t i o n ;  3 . A c  to d i r e c t  

d i s t r i b u t i o n  co s t s ;  1 .5c to d ebt s e r v i c e  costs; and 2 . 2 c  to a d m i n i s t r a t i v e  

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

d i r e c t  g e n e r a t i o n  c o s t s  f r o m  o u r  h y d r o  p l a n t  a m o u n t e d  t o  0. 8 c / k V h ,  a n d  

tha t f r o m  d i e s e l  g e n e r a t i o n  a v e r a g e d  10. 9c/kWh.

T h e  e c o n o m i c s  o f  t h e  T y e e  P r o j e c t  a r e  f a v o r a b l e  o v e r  t h e  l o n g  t e r m  w h e n  

P e t e r s b u r g  w i l l  h a v e  to a u g m e n t  its e x i s t i n g  g e n e r a t i n g  r e s o u r c e s  to 

m e e t  i n c r e a s e d  d e m a n d  for  e l e c t r i c  power. O v e r  the e a r l y  y e a r s ,  h o w e v e r ,  

th e  T y e e  p o w e r  is m u c h  m o r e  e x p e n s i v e  t han a l t e r n a t i v e  e n e r g y  s o u r c e s  

a v a i l a b l e  to th e  C i t y ' s  c u s t o m e r s.

T h e  o t h e r  m a j o r  p a r t  of th e  p r o b l e m  w i t h  e x i s t i n g  l a w  g o v e r n i n g  t h e  

e n e r g y  p r o g r a m  for A l a s k a  is our i n a b i l i t y  to i d e n t i f y  a n d  c o n t r o l  

f u t u r e  c o s t s  of o p e r a t i o n ,  m a i n t e n a n c e  a n d  d e b t  s e r vice.

1) A P A ' s  i n i t i a l  e s t i m a t e  for o p e r a t i o n ,  m a i n t e n a n c e  an d  

i n s p e c t i o n  on  th e  T y e e  P r o j e c t  i; S 1 , A 1 2 , 0 0 0 .  W e  t h i n k  

the l o c a l  u t i l i t i e s  s h o u l d  h a v e  o m e  c o n t r o l  o v e r  and 

a c c o u n t a b i l i t y  for t h e s e  on g o i n g  e x p e n d i t u r e s .  W e  a l s o  

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

the p r o j e c t  in c o m p l i a n c e  w i t h  i n d u s t r y  s t a n d a r d s ,  but 

in a l e s s  e x p e n s i v e  rann e r .  ( P e t e r s b u r g  h a s  o w n e d  a n d  

o p e r a t e d  a h y d r o e l e c t r i c  p r o j e c t  s i n c e  1926.)

T h e  T h o m a s  B a y  P o w e r  C o m m i s s i o n  is a j o i n t  o p e r a t i n g  

a g e n c y  that w a s  e s t a b l i s h e d  in 1976 by W r a n g e l l  a n d  

P e t e r s b u r g  to m a n a g e  and c o n t r o l  h y d r o e l e c t r i c  p r o j e c t s  

in o u r  area. Bu t  it a p p e a r s  t h e  c o m m i s s i o n  w o u l d  n o t  

q u a l i f y  to o p e r a t e  and m a i n t a i n  t h e  p r o j e c t  p u r s u a n t  to 

a s t r i c t  i n t e r p r e t a t i o n  of l a n g u a g e  in A A . 8 3 . A 2 5 (5).

2) I m p l e m e n t a t i o n  of th e  " S u s i t n a  B l a c k  M a i l  C l a u s e "

AS A A . 83. 3 9 8 ( b ) (2) w o u l d  i n c r e a s e  T y e e ' s  w h o l e s a l e  p o w e r  

r a t e  to a n n u a l l y  g e n e r a t e  ten p e r c e n t  of the a m o u n t  t h e  

S t a t e  h a s  i n v e s t e d  in t h e  p r o j e c t .  T h e  S t a t e  h a s  an 

i n v e s t m e n t  of §79,A80,000 in T y e e  —  w h o l e s a l e  r a t e s  

w o u l d  i n c r e a s e  by an a d d i t i o n a l  1 8 . A c / k W h  to g e n e r a t e  t h i s  

sor t of a r e t u r n  fo r  th e  State.
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3) A t h i r d  a r e a  of u n c e r t a i n t y  h a s  b e e n  t e r m e d  t h e  " s y s t e m

i n c r e m e n t  p r o b l e m " .  A l l  w h o l e s a l e  p o w e r  r a t e s  of p r o j e c t s  

on th e s y s t e m  w o u l d  be u n i l a t e r a l l y  i n c r e a s e d  w h e n e v e r  t h e  

l e g i s l a t u r e  d e c i d e s  to ad d  a n e w  p r o j e c t  to the s y s t e m  

w h i c h  h a s  m o r e  debt f i n a n c i n g  than the a v e r a g e  f o r  o t h e r  

p r o j e c t s  in t h e system.

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

" d e e p  p o c k e t "  (our c o n s u m e r s )  to p a y  d e b t  s e r v i c e  o n  y e t  

t o  be i d e n t i f i e d  p r o j e c t s  d e v e l o p e d  b y  the a u t h o r i t y  u n d e r  

i t s  s y s t e m  a p p r o a c h .

T h e  s t a ff  of the A l a s k a  P o w e r  A u t h o r i t y  is f u l l y  a w a r e  o f  t h e s e  p r o b l e m s .  

A P A  s t a f f  h a s  s u g g e s t e d  that w e  s h o u l d  i n i t i a t e  new’ l e g i s l a t i o n  if w e  

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

s t a t u t o r y  f r a m e w o r k .

W e  do h a v e  r e c o m m e n d a t i o n s  f o r  a m e n d i n g  C h a p t e r  4 4 . 8 3  of t he  A l a s k a  

S t a t u t e s  b e y o n d  a n d  to a c e r t a i n  e x te n t ,  in a d i f f e r e n t  f a s h i o n  t h a n  

t h a t  p r o p o s e d  b^ S B  16S. W e  trust the  m a n n e r  of c o r r e c t i n g  t h e s e  p r o b l e m s  

w’ith the B o a r d  of t h e  A l a s k a  P o w e r  A u t h o r i t y ,  G o v e r n o r  S h e f f i e l d  a n d  ou r  

l e g i s l a t o r s .

W e  r e c o m m e n d  that the s y s t e m  a p p r o a c h  be a b a n d o n e d  in f a v o r  o f  a p r o j e c t -  

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

e n e r g y  p r o g r a m  f o r  A l a s k a .  If SB 1 6 8  is p a s s e r  an d  a p p r o v e d  d u r i n g  th e  

c u r r e n t  s e s s i o n  of the l e g i s l a t u r e  w’i t h o ut s o m e  o t h e r  c h a n g e s  t o  AS

4 4 . 8 3  w e  m a y  be p e r m a n e n t l y  " l o c k e d  in" to a s y s t e m  a p p r o a c h  d u e  to l o n g  

t e r m  c o m m i t m e n t s  m a d e  in the b o n d  sale.

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

s e s s i o n  of t h e  l e g i s l a t u r e .

1) S a l e  of L a k e  T v e e  P r o j e c t .  Th e s i m p l e s t  w a y  to c o n t r o l  o p e r a t i n g  

an d  m a i n t e n a n c e  e x p e n d i t u r e s  and l i m i t l i a b i l i t y  fo r  d e b t  s e r v i c e  i s  to 

a l l o w  l o c a l  u t i l i t i e s  to p u r c h a s e  the p r o j e c t s  d e v e l o p e d  u n d e r  th e  

e n e r g y  p r o g r a m  fo r  A l a s k a .  S i n c e  p u r c h a s e  of the p r o j e c t  w o u l d  b e  q u i t e  

e x p e n s i v e ,  w e  m u s t  l o o k  to th e  Sta.te for an e q u i t y  c o n t r i b u t i o n  a n d  

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

y e a r s.  W e  p r o p o s e  the a d d i t i o n  of a n e w  s e c t i o n  to A S  4 4 . 8 3  t o  r e a d :
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Sec. A A - 8 3 - 3 9 9  S a l e  of a P o w e r  P r o j e c t .  (a) T h e  

a u t h o r i t y  m a y  se l l  a p o w e r  p r o j e c t  t h a t  is a c q u i r e d  

or c o n s t r u c t e d  as a p a r t  of the e n e r g y  p r o g r a m  for 

A l a s k a  to a q u a l i f i e d  utility.

(b) W h e n  the a u t h o r i t y  s a i l s  a p o w e r  p r o j e c t ,  it 

s h a l l  e s t a b l i s h  a s c h e d u l e  of equal a n n u a l  p a y m e n t s  

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

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

p r i c e  fo r the p o w e r  p r o j e c t  an a m o u n t  n o t  t o o  e x c e e d  

th e  p r i n c i p a l  a m o u n t  of b o n d s  is s u e d and l o a n s

m a d e  for t h e  p o w e r  p r o j e c t ,  r e q u i r e s  p a y m e n t  of 

the p u r c h a s e  p r i c e  o v e r  a t e r m  of not l e s s  t h a n  

t h i r t y  (30) y e a r s  and i m p o s e s  interest: o n  t h e  

u n p a i d  b a l a n c e  of the p u r c h a s e  p r i c e  at an a n n u a l  

r a t e  not to e x c e e d  th e  a v e r a g e  net e f f e c t i v e  

i n t e r e s t  r a t e s  on the b o n d s  is s u e d  fo r  t h e  pen.er 

p r o j e c t .

(c) Not w i t h s t a n d i n g  (b) of this s e c t i o n ,  a 

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

h i g h  i n s t a l l m e n t  p a y m e n t s  in the f i r s t  t w e n t y

(20) y e a r s  of a p u r c h a s e  a g r e e m e n t .  A n n u a l  p a y m e n t s  

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

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

s h a l l  b e  l i m i t e d  to a n  a m o u n t  that d o e s  n o t  e x c e e d

t h e  p r o d u c t  of m u l t i p l y i n g  8c/kWh, i n c r e a s e d  o n  e a c h  

a n n i v e r s a r y  d a t e  of the p u r c h a s e  c o n t r a c t  by 

2. 6 8 % ,  t i m e s  t h e  o u t p u t  of the p o w e r  p r o j e c t  d u r i n g  

t h e  y e a r  for w h i c h  the c a l c u l a t i o n  is b e i n g  m a d e  a n d  

s u b t r a c t i n g  f r o m  t hat p r o d u c t  the c o s t s  of o p e r a t i n g  

an d  m a i n t a i n i n g  the p o w e r  p r o j e c t  d u r i n g  t h e  s a m e  

y ear.

(A q v e s t i o n  m a y  a r i s e  r e l a t i n g  to w h y  w e  ar e  r e c o m m e n d i n g  a l i m i t a t i o n  

of 8c/k Wn ,  e s c a l a t e d  by 2.6S/I p e r  y ear. A p r i n c i p a l  c a u s e  of t h e  h i g h  

T y e e  p o w e r  r a t e s ,  as initiall; e s t i m a t e d  by the A P A  s t a f f ,  is a t t r i b u t a b l e

to th e  l o w  u t i l i z a t i o n ,  or p l a n t  f a c t o r,  of the l , e e  p r o j e c t .  P e t e r s b u r g

and W r a n g e l l  h a v e  b e e n  e n c o u r a g e d  t o  d e v e l o p  a m a r k e t  f o r  t h e  u n c o m m i t t e d  

s u r p l u s  p o t e n t i a l  o f  Tyee, as a m e a n s  of r e d u c i n g  the u n i t  c o s t  o f  

power. O u r  a n a l y s i s  of t h i s  m a r k e t i n g  e n d e a v o r  h a s  c o n c l u d e d  t h a t  

S c / k W h  is t h e  l i m i t a t i o n  n e c e s s a r y  to c o m p e t e  w i t h  a l t e r n a t i v e  e n e r g y  

s o u r c e s .)
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2) C o m p l e m e n t a r y  A m e n d m e n t s .  T h e  f o l l o w i n g  a m e n d m e n t s  s h o u l d  be m a d e  

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

t h e  r e m a i n d e r  of A S  4 4 . C 2 ’

a) A S  A A . 8 3 . 396(a) s h o r n d  b e  a m e n d e d  to r e a d :

(a) A  p o w e r  p r o j e c t  that is a c q u i r e d  o r  c o n s t r u c t e d  as 

p a r t  of the e n e r g y  p r o g r a m  for A l a s k a  is o w n e d  (BY T H E  

S T A T E)  a n d  s h a l l  be a d m i n i s t e r e d  by the a u t h o r i t y ,  u n l e s s  

the p o w e r  p r o j e c t  is sol d  to a q u a l i f i e d  u t i l i t y ,  in 

w h i c h  c a s e  the p o w e r  p r o j e c t  s h a l l be o w n e d  and a d m i n i s t e r e d  

b y  the p u r c h a s i n g  utility.

b) AS 4 4 . 8 3 . 4 2 5 ( 5 )  s h o u l d  be a m e n d e d  to read:

(r " q u a l i f i e d  u t i l i t y "  m e a n s  an e l e c t r i c  u t i l i t y  o w n e d  

bv a p u b l i c  a g e n c y  or any c o m b i n a t i o n  j o in t  o p e r a t i n g  

a g e n c y  e s t a b l i s h e d  as an i n s t r u m e n t a l i t y  of p u b l i c  

a g e n c i e s  to m a n a g e  and c o n t r o l  e l e c t r i c  g e n e r a t i o n ,  

t r a n s m i s s i o n  or d i s t r i b u t i o n  s y s t e m s  that is c e r t i f i e d  

by t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  to s e r v e  

a l l  o r  p a r t  of a m a r k e t  a r e a  that is s e r v e d  o r  w i l l  

be s e r v e d  b y  th e p o w e r  p r o j e c t ,  and that the a u t h o r i t y  

d e t e r m i n e s  is c a p a b l e  of o p e r a t i n g  an d  m a i n t a i n i n g  

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

(The d e f i n i t i o n  of a " q u a l i f i e d  u t i l i t y "  is r e c o m m e n d e d  f o r  r e v i s i o n  to 

e n a b l e  t h e T h o m a s  B a y  P o w e r  C o m m i s s i o n  to o w n , m a n a g e ,  o p e r a t e  and 

m a i n t a i n  the p r o j e c t . )

In s u m m a r y ,  the C i t y  of P e t e r s b u r g  w i s h e s  to go on r e c o r d  in s u p p o r t  of 

S e n a t e  B i l l  No. 168. W e  l i k e w i s e  h o p e  that y o u  w i l l  f a v o r a b l y  c o n s i d e r  

s u g g e s t e d  a m e n d m e n t s  to the A l a s k a  P o w e r  A u t h o r i t y  Act as  d e s c r i b e d  in 

t h i s  letter.

T h a n k s  for y o u r  c o n s i d e r a t i o n .  She ild y o u  r e q u i r e  a d d i t i o n a l  i n f o r m a t i o n  

o r  p e r s o n a l  t e s t i m o n y  on t h e s e  s u b j e c t s ,  p l e a s e  d o n ' t  h e s i t a t e  to c a l l  

m e  at (907) 7 7 2 - 4 5 1 1 .  B e s t  w i s h e s  fo r  a s u c c e s s f u l  l e g i s l a t i v e  s e s s i o n .
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cc: P e t e r s b u r g  C i t y  C o u n c i l

G o v e r n o r  B i l l  S h e f f i e l d  

S e n a t o r  R o b e r t  H. Z i e g l e r  

R e p r e s e n t a t i v e  R o n  W e n d t  

R e p r e s e n t a t i v e  J a c k  M c B r i d e  
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O f f e r e d :  4 / 2 7 / 8 3
R e f e r r e d :  S t a t e  A f f a i r s

O r i g i n a l  s p o n s o r :  R a l e s / G o v e r n o r

^ r i n a n c o
1 IN T H E  S E N A T E  BY T H E  -R-E&SURefiS C O M M I T T E E

F*f r\
2 CS F O R  S E N A T E  B I L L  NO. 168 (-Rasoure^s.)

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

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

5 A  B I L L

6 F o r  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to th e  A l a s k a  P o w e r  A u t h o r i t y ;  a n d

7 p r o v i d i n g  fo r  a n  e f f e c t i v e  d a t e . "

8 B E  I T  E N A C T E D  B Y  T H E  1 LEGISLATURE O F  T H E  S T A T E  O F  ALAS K A :

9 *  S e c t i o n  1. A S  4 4 . 8 3 . 0 4 0  is a m e n d e d  to read:

10 Sec. 4 4 . 8 3 . 0 4 0 .  O F F I C E R S ; M E E T I N G S ;  [AND] QUOR U M.  T h e  d i r e c t o r s

11 s h a l l  e l ec t  ora of t h e i r  n u m b e r  as c h a i r m a n  an d  m a y  e le c t  o t h e r  o f f i -

12 c e r s  t hey d e t e r m i n e  d e s i r a b l e .  T h e  p o w e r s  of the a u t h o r i t y  are v e s t e d

13 in the d i r e c t o r s ,  a n d  f o u r  d i r e c t o r s  of the a u t h o r i t y  c o n s t i t u t e  a

14 quor u m .  A c t i o n  m a y  b e  t a k e n  a n d  m o t i o n s  a n d  r e s o l u t i o n s  a d o p t e d  by

15 the a u t h o r i t y  at a m e e t i n g  by  th e a f f i r m a t i v e  v o t e  of a m a j o r i ty  of

16 the [AT L E A S T  T H R E E ]  d i r e c t o r s  p r e s e n t . T h e  d i r e c t o r s  o f  the a u t h o r i -

17 ty s e r v e  w i t h o u t  c o m p e n s a t i o n ,  bu t  t h e y  s h a l l  r e c e i v e  the sam e  t r a v e l

18 p a y  a n d  p e r  d i e m  as p r o v i d e d  b y  l a w  f o r  b o a r d  m e m be r s .

19 * Sec. 2. A S  4 4 . 8 3 . 0 4 0  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

20 (b) Th e b o a r d  m a y  m e e t  an d  t r a n s a c t  b u s i n e s s  by a n  e l e c t r o n i c

21  m e d i u m  if

22 (1) p u b l i c  n o t i c e  of t h e  t i m e  a n d  l o c a t i o n s  w h e r e  the m e e t -

23 i n g  w i l l  b e  h e l d  by an e l e c t r o n i c  m e d i u m  h a s  b e e n  g i v e n  in  t h e  s a m e

24 m a n n e r  as if the m e e t i n g  w e r e  h e l d  i n  a s i n g l e  l o c ation;

25 (2) p a r t i c i p a n t s  a n d  m e m b e r s  of the p u b l i c  i n  a t t e n d a n c e

26 c a n  h e a r  a n d  h a v e  t h e  s a m e  r i g h t  to p a r t i c i p a t e  i n  the m e e t i n g  as if

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

28 (3) c o p i e s  of p e r t i n e n t  r e f e r e n c e  m a t e r i a l s ,  s t a t u t e s ,  reg-

29 u l a t i o n s ,  a n d  a u d i c - v i s u a l  m a t e r i a l s  ar e  r e a s o n a b l y  a v a i l a b l e  to

- 1- C S S B  1 6 8 ( R e s  )



1 p a r t i c i p a n t s  a n d  to the p u b l i c .

2 (c) A  m e e t i n g  by a n  e l e c t r o n i c  m e d i u m  as p r o v i d e d  in t his sec-

3 t i o n  has the s a m e  l egal e f f e c t  as a m e e t i n g  i n  pers on .

4 (d) A  d i r e c t o r  of t h e  a u t h o r i t y  m a y  no t  v o t e  on a r e s o l u t i o n  of

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

6 the a u t h o r i t y  u n d e r  this c h a p t e r  if the d i r e c t o r  is a p a r t y  to the

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

8 firm, p a r t n e r s h i p ,  c o r p o r a t i o n ,  o r  a s s o c i a t i o n  that is a p a r t y  to the

9 c o n t r a c t  o r  lease. W h e n  a b s t a i n i n g  f r o m  v o t i n g ,  the d i r e c t o r  m u s t

10 d i s c l o s e  the  r e a s o n  for t h e  a b s t e n t i o n .  A  d i r e c t o r  w h o  is a m e m b e r  of

11 a n  e l e c t r i c  c o o p e r a t i v e  th a t  is o r g a n i z e d  u n d e r  o r  s u b j e c t  to the

12 E l e c t r i c  a n d  T e l e p h o n e  C o o p e r a t i v e  A c t  (AS 10. 2 5 )  ma y  v o t e  o n  a reso-

13 l u t i o n  r e l a t i n g  to a c o n t r a c t  o r  l e a s e  to w h i c h  that c o o p e r a t i v e  is a

14 p a r t y .  T h e  d i r e c t o r  s h a l l  d i s c l o s e  the  c o o p e r a t i v e  m e m b e r s h i p  at the

15 t i m e  of v o t i n g .  A  r e s o l u t i o n  o f  the a u t h o r i t y  that is a p p r o v e d  b y  a

16 m a j o r i t y  of the d i r e c t o r s  p r e s e n t  w h o  ar e  not b a r r e d  f r o m  v o t i n g  u n d e r

17 t h i s  s u b s e c t i o n  is a v a l i d  a c t i o n  of th e  a u t h o r i t y  for all p u r p o s e s .

18 * Sec. 3. AS  4 4 . 8 3 . 1 0 5  is a m e n d e d  to read:

19 Sec. 4 4 . 8 3 . 1 0 5 .  B O N D S  F O R  P O W E R  P R O J E C T S  U N D E R  T H E  E N E R G Y  PRO-

20 G R A M  F O R  A L A S K A .  T h e  a u t h o r i t y  m a y  [SHALL] b o r r o w  m o n e y  a n d  [SHALL]

21 i s s u e  its b o n d s  for the a c q u i s i t i o n  o r  c o n s t r u c t i o n  of p o w e r  p r o j e c t s

22 to b e  a c q u i r e d  or c o n s t r u c t e d  u n d e r  t he  e n e r g y  p r o g r a m  fo r  A l a s k a .

23 T h e  [ON W H I C H  THE] p r i n c i p a l  o f  a n d  i n t e r e s t  o n  the b o n d s  are p a y a b l e

24 f r o m  m o n e y  d e r i v e d  f r o m  th e  s a l e  of w h o l e s a l e  p o w e r  f r o m  p o w e r  proj-

25 ec t s  f i n a n c e d  u n d e r  AS 4 4 . 8 3 . 3 8 0  - 4 4 . 8 3 . 4 2 5  f r o m  the p o w e r  d e v e l o p -

26 m e n t  f und or f r o m  a s o u r c e  r e f e r re d  to in  A S  4 4 . 8 3 . 1 0 0  as the a u t h o r -

27 it y  d e t e r m i n e s .  T h e  b o n d s  m a y  be i s s u e d  if

28 (1) a p p r o p r i a t i o n s  to the p o w e r  d e v e l o p m e n t  fun d  f o r  th e

29 p o w e r  p r o j e c t  are i n s u f f i c i e n t  to c o v e r  the cost of a c q u i r i n g  or

C S S B  1 6 8 ( R e s )  -2-



1 c o n s t r u c t i n g  t h e p o w e r  p r o j e c t ;  a n d

2 (2) the a u t h o r i t y  d e t e r m i n e s  that th e  a m o u n t  of i n t e r e s t

3 the a u t h o r i t y  w i l l  p a y  o n  its b o n d s  is not m o r e  t h a n  a l t e r n a t i v e  u o s t s

4 o f  s e c u r i n g  m o n e y  from o t h e r  s o u r c e s ,  e x c e p t  f o r  the g e n e r a l  fund, to

5 p a y  f o r  the a c q u i s i t i o n  or c o n s t r u c t i o n  of the p o w e r  p r o j e c t .

6 * Sec. 4. A S  4 4 . 8 3 . 1 1 0 ( b )  is a m e n d e d  to read:

7 (b) N o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n s  of this c h a p t e r ,  th e

8 t r ust i n d e n t u r e ,  t rust a g r e e m e n t  s e c u r e d  l o a n  a g r e e m e n t ,  or  o t h e r

9 i n s t r u m e n t  o r  the r e s o l u t i o n  c o n s t i t u t i n g  a c o n t r a c t  w i t h  b o n d h o l d e r s

10 s h a l l  c o n t a i n  a c o v e n a n t  by the  a u t h o r i t y  t h a t  it w i l l  at al l  t i m e s

11 m a i n t a i n  rates, fees o r  c h a r g e s  s u f f i c i e n t  to pay, a n d  that a c o n t r a c t

12 e n t e r e d  i n t o  b y  the a u t h o r i t y  f o r  t h e  sale, t r a n s m i s s i o n  c*r d i s t r i b u -

13 t i o n  o f  p o w e r  s h a ll  c o n t a i n  r a t e s ,  fees or c h a r g e s  s u f f i c i e n t  to p a y

14 t h e  c o s t s  of o p e r a t i o n  an d  m a i n t e n a n c e  of the p r o j e c t ,  the p r i n c i p a l

15 o f  a n d  i n t e r e s t  o n  b o n d s  i s s u e d  u n d e r  the  t r u s t  a g r e e m e n t  as the s a m e

16 s e v e r a l l y  b e c o m e  due a n d  p a y a b l e ,  **o p r o v i d e  f o r  debt s e r v i c e  c o v e r a g e

17 as c o n s i d e r e d  n e c e s s a r y  by the a u t h o r i t y  f o r  the m a r k e t i n g  of it s

18 b o n d s  a n d  to p r o v i d e  f o r  r e n e w a l s , r e p l a c e m e n t s  a n d  i m p r o v e m e n t s  of

19 the p r o j e c t ,  a n d  to m a i n t a i n  r e s e r v e s  r e q u i r e d  by th e  t e r m s of t h e

20 t r u s t  a g r e e m e n t .  T h i s  s u b s e c t i o n  d o e s  no t  r e q u i r e  a c o v e n ant t h a t

21 v a r i e s  f r o m  a c o v e n a n t  e n t e r e d  i n t o  in a c c o r d a n c e  w i t h  the pi'ovisi o n s

22 o f  A S  4 4 . 8 3 . 3 8 0  - 4 4 . 8 3 . 4 2 5 .

23 * Sec. 5. A S  4 4 . 8 3 . 1 2 0  is a m e n d e d  to read:

24 Sec. 4 4 . 8 3 . 1 2 0 .  V A L I D I T Y  O F  P L E D G E .  It is the i n t e n t i o n  of the

25 l e g i s l a t u r e  tha t  a p l e d g e  m a d e  in r e s p e c t  of b o n d s  i s c o n s i d e r e d

26 p e r f e c t e d  and is [ S H A L L  BE] v a l i d  a n d  b i n d i n g  f r o m  the t i m e  the p l e d g e

27 is m a d e ;  that the m o n e y  or p r o p e r t y  so p l e d g e d  a n d  t h e r e a f t e r  r e c e i v e d

28 b y  t h e  a u t h o r i t y  shall i m m e d i a t e l y  be s u b j e c t  to t h e  l i e n  of th e

29 p l e d g e  w i t h o u t  p h y s i c a l  d e l i v e r y  o r  f u r t h e r  act; and  that th e  l i e n  of
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1 the p l e d g e  s h a l l  b e  v a l i d  a n d  b i n d i n g  as a g a i n s t  all p a r t i e s  h a v i n g

2 c l a i m s  o f  any k i n d  in t ort, c o n t r a c t  o r  o t h e r w i s e  a g a i n s t  th e a u t h o r i -

3 ty i r r e s p e c t i v e  of w h e t h e r  th e  p a r t e s  h a v e  n o t i c e .  N e i t h e r  the

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

5 is c r e a t e d  n e e d  be r e c o r d e d  o r  f i le d  u n d e r  the p r o v i s i o n s  of the

6 U n i f o r m  C o m m e r c i a l  C o d e  to b e  p e r f e c t e d  or t o____ b e  v a l i d ,  b i n d i n g  o r

7 e f f e c t i v e  a g a i n s t  t h e  p a r t i e s .

8 * Sec. 6. A S  4 4 . 8 3 . 1 8 5 ( a )  is a m e n d e d  to read:

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

10 f i n a n c e , i n c l u d i n g  a cos t  e s t i m a t e  f r o m  a n i n d e p e n d e n t  s o u r c e , for a

11 p r o p o s e d  n e w  p r o j e c t  to th e  l e g i s l a t u r e .  W h e n  the r e p o r t  o f  the d i v i -

12 s i o n  o f  b u d g e t  a n d  m a n a g e m e n t  e x a m i n i n g  the f e a s i b i l i t y  s t u d y  and p l a n

13 of  f i n a n c e  is c o m p l e t e d  as r e q u i r e d  by A S  4 4 . 8 3 . 1 8 3 ,  it s h a l l  b e  sub-

14 m i t t e d  to the l e g i s l a t u r e .

15 * Sec. 7. A S  4 4 . 8 3 . 1 9 5 ( a )  is a m e n d e d  to read:

16 (a) W h e n  ?. p r o j e c t  is o p e r a t e d  b y  the a u t h o r i t y ,  the a u t h o r i t y

17 s h a l l  e n t e r  i n t o  one o r  m o r e  c o n t r a c t s  f o r t h e  s a l e  of e l e c t r i c a l

18 p o w e r  , e n e r g y, t r a n s m i s s i o n  c a p a c i t y,  o r s e r v ic e  f r o m  th e  p r o j e c t .

19 U n l e s s  t h e  c o n t r a c t  is e n t e r e d  i nto u n d e r  A S  4 4 . 8 3 . 3 8 0  - 4 4 . 8 3 . 4 2 5  , a

20 [A] c o n t r a c t  e n t e r e d  i n t o  u n d e r  this s e c t i o n  s h a l l  m e e t  al l  r e q u i r e -

21 m e n t s  of AS 4 4 . 8 3 . 0 9 0 .

22 " Sec. 8. A S  4 4 . 8 3 . 3 6 1 ( a ) ( 2 )  is a m e n d e d  to read:

23 (2) p r i n c i p a l  [AN D  I N T E R E S T ]  p a y m e n t s  on l o a n s  m a d e  u n d e r

24 this s e c ti o n .

25 * Sec. 9. AS 4 4 . 8 3 . 3 6 1 ( c )  is a m e n d e d  to read:

26 (c) A  l o a n  f r o m  the r u r a l  e l e c t r i f i c a t i o n  r e v o l v i n g  l o a n  f u n d

27 s h a l l  b e a r  an a n n u a l  r a t e  of i n t e r e s t  of t w o  p e r c e n t  of the u n p a i d

28 b a l a n c e  of the loan. I n t e r e s t  r e c e i v e d  o n  a l o a n  m a d e  u n d e r  t h i s  sec-

29 t i o n  m u s t  be t r a n s f e r r e d  m o n t h l y to the co m m i s s i o n e r  of r e v e n u e  for
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1 d e p o s i t  in t h e  g e n e r a l  fund.

2 * Sec. 10. A S  4 4 . 8 3 . 3 6 1 ( d ) ( 2 ) (B) is a m e n d e d  to read:

3 (B) p a y m e n t s  o n  the u n p a i d  b a l a n c e  o f  t h e  pi'incipal o f

4 the l o a n  f o r  e a c h  n - c o n s u m e r  s e r v e d  b y  t h e  e l e c t r i c  s e r v i c e

5 e x t e n d e d  w i t h  the loan p r o c e e d s  [ D U R I N G  T H E  P R E C E D I N G  Y E A R  F O R

6 W H I C H  T H E  L O A N  W A S  M A D E ] ;  p a y m e n t s  o n  t h e u n p a i d  b a l a n c e  of the

7 p r i n c i p a l  of the l o a n  s h a l l  b e  m a d e  at a r a t e  e q u a l  to t h e  d i f -

8 f e r e n c e  b e t w e e n  t h e  a c t u a l  cost of m a k i n g  the s e r v i c e  c o n n e c t i o n

9 to t h e  c o n s u m e r s  a n d  t h e  m i n i m u m  i n v e s t m e n t  p e r  c o n s u m e r  r e q u i r e d

10 of t h e  u t i l i t y  b e f o r e  a l o a n  is m a d e  u n d e r  (b) of t h i s  s e c t i o n .

11 * Sec. 11. A S  4 4 . 8 3 . 3 6 1  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

12 (f) I n  this s e c t i o n ,

13 (1) " c o n s u m e r "  m e a n s  a p e r s o n ,  as d e f i n e d  i n  AS 0 1 . 1 0 . -

14 0 6 0( 7 ) ,  or a g o v e r n m e n t a l  a g e n c y ,  if t he  p e r s o n  o r  g o v e r n m e n t a l  a g e n c y

15 r e q u e s t s  a n d  o f f e r s  to p a y  f o r  e l e c t r i c a l  s e r v i c e  to a f a c i l i t y  o r

16 p a r t  of a f a c i l i t y ;  the a u t h o r i t y  s h a l l  c o n s i d e r  a p e r s o n  w h o ,  o r  a

17 g o v e r n m e n t a l  a g e n c y  that, o f f e r s  to p a y  f o r  e l e c t r i c a l  s e r v i c e  to

18 s e v e r a l  f a c i l i t i e s  to be a s e p a r a t e  c o n s u m e r  f o r  e a c h  f a c i l i t y ,  if

19 e a c h  f a c i l i t y  is p h y s i c a l l y  s e p a r a t e  f r o m  a n o t h e r  f a c i l i t y ,  o t h e r  t h a n

20 t h r o u g h  e l e c t r i c  s e r v i c e  lines, a n d  if the p e r s o n  o r  govei'nmental

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

22 f a c i l i t y ;

23 (2) " f a c i l i t y "  m e a n s  a s t r u c t u r e  c a p a b l e  of r e c e i v i n g  an d

24 u s i n g  e l e c t r i c a l  energy:; a n d

25 (3) " g o v e r n m e n t a l  a g e n c y "  i n c l u d e s ,  w i t h  r e s p e c t  to the

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

27 body, b o a r d  o f  r e g e n t s ,  a d m i n i s t r a t i v e  b o dy ,  b o a r d ,  c o m m i s s i o n ,  com-

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

29 s c h o o l  b o a r d ,  d e p a r t m e n t ,  d i v i s i o n ,  b u r e a u ,  o r  o t h e r  s u b o r d i n a t e  u n i t ,
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1 w h e t h e r  a d v i s o r y  o r  o t h e r w i s e ,  of th e  sta t e ,  f e d e r a l ,  o r  m u n i c i p a l

2 g o v e r n m e n t .

3 *  Sec. 12. A S  4 4 . 8 3 . 3 8 4 ( b ) ( 1 )  is a m e n d e d  to read:

4 (1) is e c o n o m i c a l l y  f e a s i b l e  [M E E T S  T H E  R E V E N U E  R E Q U I R E -

5 M E N T S  O F  A S  4 4 . 8 3 . 3 9 4 ] ;  and

4 * Sec. 13. A S  4 4 . 8 3 . 3 8 4 ( c )  is a m e n d e d  to reaa:

7 (c) N o t w i t h s t a n d i n g  (b)(1) of thi s  s e c t i o n  a n d  A S  4 4 . 8 3 . 3 9 6  -

8 4 4 . 8 3 . 3 98 [AS 4 4 . 8 3 . 3 9 4  - 4 4 . 8 3 . 3 9 8 ] ,  the fu n d  m a y  be u s e d  by the

9 a u t h o r i t y  to p r o v i d e  m o n e y  f o r  the cost of a p o w e r  p r o j e c t  tha t  is or

10 w a s  e i t h e r  c o n s t r u c t e d  or [AND] o w n e d  b y  t h e  U n i t e d  S t a t e s  g o v e r n m e n t

11 if th e  r e q u i r e m e n t s  of this s u b s e c t i o n  ar e  met. T h e  p r o v i s i o n s  of

12 A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 7  do n o t  a p p l y  to a p o w e r  p r o j e c t  f i n a n c e d

13 u n d e r  thi s  s u b s e c t i o n .  Th e  a u t h o r i t y  m a y  u s e  m o n e y  i n  t h e  f un d  for

14 the cost o f  a p o w e r  p r o j e c t  u n d e r  th i s  s u b s e c t i o n  if

13 (1) t h e l e g i s l a t u r e  e n a c t s  a l a w  a p p r o v i n g  th e  p r o j e c t ;

16 (2) th e  d i v i s i o n  of  b u d g e t  a n d  m a n a g e m e n t  in t h e  O f f i c e  of

17 th e  G o v e r n o r  r e v i e w s  a f e a s i b i l i t y  s t u d y  a n d  a p l a n  of f i n a n c e  f o r  the

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

19 r e q u i r e m e n t s  fo r  a f e a s i b i l i t y  s t u d y  s u b m i t t e d  u n d e r  A S  4 4 . 8 3 . 1 8 1 ( b )

20 a n d  that the p l a n  of f i n a n c e  c o m p l i e s  w i t h  the r e q u i r e m e n t s  for a p l a n

21 of f i n a n c e  s u b m i t t e d  u n d e r  A S  4 4 . 8 3 . 1 8 1 ( c ) ;  and

22 (3) the p r o j e c t  m e e c s  t h e  o t h e r  r e q u i r e m e n t s  o f  thi s  c hap-

23 ter.

24 * Sec. 14. AS 4 4 . 8 3 . 3 8 6  is a m e n d e d  to read:

25 Sec. 4 4 . 8 3 . 3 8 6 .  I N V E S T M E N T  O F  FUND. T h e  D e p a r t m e n t  of R e v e n u e

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

27 3 7 . 1 0 . 0 7 5 .  T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l  p r o v i d e  m o n e y  i n  the f u n d

28 to t h e  a u t h o r i t y  o n l y  a f t e r  c o sts h a v e  b e e n  [A C O S T  F O R  A  P R O J E C T  IS]

29 i n c u r r e d  or a m o u n t s  in the f u n d  h a v e  b e e n  o t h e r w i s e  o b l i g a t e d  u n d er
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1 c o n t r a c t s  for the a c q u i s i t i o n  a n d  c o n s t r u c t i o n  of a p r o j e c t .  A m o u n t s

2 tha t h a v e  b e e n  o b l i g a t e d ,  b u t  f o r  w h i c h  c o s t s  h a v e  no t  ye t  b e e n  i n c u r­

3 red. m a y  be s e g r e g a t e d  b y  the D e p a r t m e n t  of R e v e n u e  or t r a n s f e r r e d  to

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

5 s i o n e r  of r e v e n u e .  I n t e r e s t  r e c e i v e d  o n  m o n e y  that is s e g r e g a t e d  or

6 t r a n s f e r r e d  u n d e r  this s e c t i o n  m u s t  b e  d e p o s i t e d  in th e  g e n e r a l  fund.

7 * Sec. 15. A S  4 4 . 8 3 . 3 9 6 ( a )  is a m e n d e d  to read:

8 (a) A  p o w e r  p r o j e c t  tha t  is a c q u i r e d  o r  c o n s t r u c t e d  as p a r r  of

9 the e n e r g y  p r o g r a m  for A l a s k a  is o w n e d L [BY T H E  STATE] an d  s h a l l  be

10 a d m i n i s t e r e d j  by the a u t h o r i t y .

11 * Sec. 16. A S  4 4 . 8 3 . 3 9 6 ( c )  is a m e n d e d  to read:

12 (c) T h e  a u t h o r i t y  s h a l l  e n t e r  i n t o  a c o n t r a c t  o r  lease, u n d e r

13 r e a s o n a b l e  t e r m s an d  c o n d i t i o n s  to p e r m i t  the a p p l i c a n t  u t i l i t y  to

14 o p e r a t e  th e  p o w e r  p r o j e c t  w h e n  the a p p l i c a n t  u t i l i t y  is the o n l y

15 w h o l e s a l e  p o w e r  c u s t o m e r  to b e  s e r v e d  d i r e c t l y  by t h e  p o w e r  p r o j e c t

16 u n l e s s  th e  a u t h o r i t y  d e t e r m i n e s  a u t i l i t y  m a k i n g  a p p l i c a t i o n  fo r a

17 c o n t r a c t  or  lease to o p e r a t e  a p o w e r  p r o j e c t  is not a q u a l i f i e d  u t i l -

18 it y  or is n o t  c a p a b l e  of o p e r a t i n g  that  p o w e r  p r o j e c t  e f f i c i e n t l y  an d

19 in  a m a n n e r  that is c o n s i s t e n t  w i t h  n a t i o n a l  s t a n d a r d s  fo r  the indus-

20 t r y  a n d  w i t h  a g r e e m e n t s  w i t h  b o n d h o l d e r s .

21 * Sec. 17. AS 4 4 . 8 3 . 3 9 6 ( e )  is a m e n d e d  to read:

22 (e) W h e n  the a u t h o r i t y  per'mits a p o w e r  p r o j e c t  to be o p e r a t e d  by

23 a q u a l i f i e d  u t i l i t y  u n d e r  a c o n t r a c t  or lease, the a u t h o r i t y  shall

24 (1) r e v i e w  a n d  a p p r o v e  the a n n u a l  b u d g e t  f o r  the o p e r a t i o n

25 a n d  m a i n t e n a n c e  of the p o w e r  p r o j e c t ;  a n d

26 (2) a s s u r e  that the p r o j e c t  is b e i n g  o p e r a t e d  e f f i c i e n t l y

27 a n d  in a m a n n e r  t h a t  is c o n s i s t e n t  w i t h  n a t i o n a l  s t a n d a r d s  f o r  the

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

29 * Sec. 18. A S  4 4 . 8 3 . 3 9 8 ( c )  is a m e n d e d  to read:
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1 (c) T h e  a u t h o r i t y  s h a l l  t r a n s m i t  all the m o n e y  tha t  it r e c e i v e s

2 u n d e r  (a) of this s e c t i o n  to the c o m m i s s i o n e r  of r e v e n u e  f o r  d e p o s i t

3 i n  th e s t a t e  g e n e r a l  f u n d  e x c e p t  for m o n e y  it has p l e d g e d  o r  o t h e r w i s e

4 c o v e n a n t e d  to s e c u r e  b o n d s  [IN A C C O R D A N C E  W I T H  C O N T R A C T S  W I T H  B O N D -

5 H O L D E R S ] .

6 * Sec. 19. A S  4 4 . 8 3 . 3 9 8 ( e )  is r e p e a l e d  and r e e n a c t e d  to read:

7 (e) A f t e r  d e t e r m i n i n g  th e  w h o l e s a l e  p o w e r  r a t e  f o r  a p o w e r  p r o j -

8 ect u n d e r  the p r o v i s i o n s  of thi s  se c t i o n ,  t h e  a u t h o r i t y  m a y  a d j u s t  t h e

9 ra t e  or c h a n g e  the r a t e  p r o v i s i o n s  to i n s u r e  tha t  t h e  r e v e n u e  d e r i v e d

10 f r o m  t h a t  p o w e r  p r o j e c t  and t h e  a g g r e g a t e  r e v e n u e s  of t h e  a u t h o r i t y

11 w i l l  be a d e q u a t e  to c o m p l y  w i t h  ra t e  c o v e n a n t s  an d  o t h e r  a g r e e m e n t s

12 c o n t a i n e d  in a n y  t r u s t  i n d e n t u r e  or t r us t  a g r e e m e n t  e n t e r e d  i nto by

13 t h e  a u t h o r i t y  f o r  the. s e c u r i t y  of t h e  h o l d e r s  of b o n d s  i s s u e d  to

14 f i n a n c e  the p o w e r  p r o j e c t .

15 * Sec. 20. A S  4 4 . 8 3 . 3 9 8 ( g )  is a m e n d e d  to read: 1 <■''*-! , >.»'"rv'
-fhoi i 'wtrki-a*

16 (g) F o r  the p u r p o s e s  of (b) ( 1 ) ( B ) [AND ( b ) ( 2 ) ( B ) (i i )] of this

17 s e c t i o n ,  a ‘p o w e r  p r o j e c t ' s  p r o p o r t i o n a t e  s h a r e  of de b t  s e r v i c e  o n
\

18 s t a t e  loans anch-bonds f o r  al l p o w e r  p r o j e c t s  in the e n e r g y  p r o g r a m  for

19 A l a s k a  is e q u a l  to t h e  s t a t e ' s  i n v e s t m e n t  in the p o w e r  p r o j e c t  d i v i d e d

20 by the s t a t e ' s  i n v e s t m e n t  in all p o w e r  p r o j e c t s  in the e n e r g y  p r o g r a m

21 f o r  A l a s k a  an d  m u l t i p l i e d  by the d e b t  s e r v i c e  on s t a t e  loans an d  b o n d s

22 f o r  al l  p o w e r  p r o j e c t s  in the e n e r g y  p r o g r a m  f o r  A l a s k a .  I n  this

23 s u b s e c t i o n

24 (1) " s t a t e ' s  i n v e s t m e n t  in the p o w e r  p r o j e c t "  i n c l u d e s  all

25 s t a t e  m o n e y  i n v e s t e d  i n  a p o w e r  p r o j e c t ,  i n c l u d i n g  loans, g r a n t s ,  and

26 p r o c e e d s  f r o m  bon d s,  less  the p r i n c i p a l  r e p a y m e n t s  o n  the p r o j e c t ' s

27 p r o p o r t i o n a t e  s h a r e  o f  d e b t  s e r v i c e  o n  s t a t e loans a n d bonds;

28 (2) " s t a t e ' s  i n v e s t m e n t  i n  all p o w e r  p r o j e c t s  in the e n e r g y

29 p r o g r a m  for A l a s k a "  i n c l u d e s  all s t a t e  m o n e y  i n v e s t e d  in the p o w e r
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1 p r o j e c t s ,  o t h e r " t h a a i ^ i n t e r t i e s , i n  th e  e n e r g y  p r o g r a m  f o r  A l a s k a ,

2 i n c l u d i n g  loans, g r a n t s ,  and..proceeds f r o m  b o n d s ,  less t h e p r i n c i p a l

3 r e p a y m e n t s  on b o n d s  a n d  s t a t e  l oans -.issued for the p o w e r  p r o j e c t s .

4 *  Sec. 21. A S  4 4 . 8 3 . 3 9 8 ( h )  is a m e n d e d  to read:

5 (h) N o t w i t h s t a n d i n g  (g) of t his s e c t i o n ,  in the 1983 s t a t e  fis-

6 cal y e a r  the p r o p o r t i o n a t e  s h a r e  of d e b t  s e r v i c e  u n d e r  (b) o f  t h i s

7 s e c t i o n ,  e x p r e s s e d  as a rate, fo r  a p o w e r  p r o j e c t  fo r  w h i c h  a con-

8 s t r u c t i o n  c o n t r a c t  has  b e e n  a w a r d e d  b e f o r e  the e f f e c t i v e  d a t e  of t his

9 Ac t  m a y  no t  e x c e e d  th e  a v e r a g e  deb t s e r v i c e  c o m p o n e n t  of t h e  w h o l e s a l e

10 p o w e r  r a t e  f o r  all p o w e r  p r o j e c t s  i n  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a .

11 T h e  limit i m p o s e d  b y  this  s u b s e c t i o n  s h a l l  b e  i n c r e a s e d  i n  t h e  1984

12 s t a t e  f i s c a l  y e a t  f o u r  p e r c e n t  a b o v e  the a v e r a g e  d e b t  s e r v i c e  com-

13 p o n e n t  of the w h o l e s a l e  p o w e r  r a t e  f o r  all p o w e r  p r o j e c t s  in the

14 e n e r g y  p r o g r a m  f o r  A l a s k a  a n d  by a n  a d d i t i o n a l  f o u r  p e r c e n t  a b o v e  t hat

15 a v e r a g e  in e a c h  s u c c e e d i n g  s t a t e  f i s c a l  year. If a p p l i c a t i o n  of t his

1G s u b s e c t i o n  r e s u l t s  i n  the p r o d u c t i o n  of i n s u f f i c i e n t  r e v e n u e  to pa y

17 the t o t a l  d e b t  s e r v i c e  fo r  all p r o j e c t s  i n  the e n e r g y  p r o g r a m  for

18 A l a s k a ,  a p r o j e c t  that d o e s  n o t  h a v e  its s h a r e  of  d e b t  s e r v i c e  l i m i t e d

19 u n d e r  t h i s  s u b s e c t i o n  s h a l l  be s u b j e c t  to a r ate in a d d i t i o n  to the

20 rat e  e s t a b l i s h e d  u n d e r  (b) of this s e c t i o n .  T h e  a d d i t i o n a l  r a t e  is

21 th e r a t e  that the a u t h o r i t y  e s t i m a t e s  is n e c e s s a r y  to p r o d u c e  r e v e n u e

22 that is s u f f i c i e n t  to p a y  the d i f f e r e n c e  b e t w e e n  the t o t a l  d e b t  ser-

23 v i c e  for all p r o j e c t s  in the e n e r g y  p r o g r a m  fo r  A l a s k a  a n d  the r e v e n u e

24 a c t u a l l y  p r o d u c e d  to p a y  that d e b t  s e r v i c e ,  m u l t i p l i e d  by a f r a c t i o n

25 w h o s o  n u m e r a t o r  is t h e  to t a l  cost of th e p r o j e c t  an d  w h o s e  d e n o m i n a t o r

26 is the t o t a l  cost of all of the p r o j e c t s  that are s u b j e c t  to the

27 a d d i t i o n a l  rate. In t his s u b s e c t i o n ,  "p r o j e c t s  in  the e n e r g y  p r o g r a m

28 f o r  A l a s k a "  d o e s  n o t  i n c l u d e  an i n t e r t i e  that i s a u t h o r i z e d  as a

29 s e p a r at e  p r o j e c t  a s __ d e s c r i b e d  in  ( f ) of thi s  s ection.
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1 * Sec. 22. A S  4 4 . 8 3 . 4 2 5 ( 2 )  is a m e n d e d  to read:

2 (2) " d e b t  s e r v i c e "  m e a n s  the a m o u n t s  c o v e n a n t e d  w i t h  re-

3 spet l to, or p l e d g e d  to pay, b o n d s  u n d e r  a t r u s t  a g r e e m e n t  s e c u r i n g

4 [CASH F L O W  N E C E S S A R Y  T O  SECUR E ]  bonds;

5 * Sec. 23. A S  4 4 . 8 3 . 1 8 6 ,  4 4 . 8 3 . 1 9 5 ( b ) ,  4 4 . 8 3 . 3 8 2 ( b ) ( 2 ) ,  4 4 . 8 3 . 3 9 4  a n d

6 44. 8 3 . 3 3 8  (Jb) (-2-) a r e  r e p e a l e d .

7 * Sec. 24. T h i s  Ac t  t akes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 0 1.-

8 1 0 . 0 7 0 ( c ) .
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Amendment. No. 1
\

Sec.  20 i s  repealed and reenacted  to read:
/ / e  fi J Se-cL 2 &

AS44.83.398(b)(2)  i s  amended to read:

)Q0'0
(2) I f ,  by J u l y ,  (1986) ,  -1993, the  l e g i s l a t u r e  has not  appropr i a t ed  

a t  le^.st  ($5,000,000,000)  $3,500,000,000 to  the fund,  in a d d i t i on  to 
a p pr o p r i a t i o ns  to the  fund of  i n t e r e s t  earned on money in the  fund,  the 
a u t h o r i t y  s h a l l ,  beginning on t h a t  d a t e ,  e s t a b l i s h  and mainta in a s epa ra t e  
wholesale  power r a t e  a pp l i ca b l e  to  each power p r o j e c t  t h a t  i s  acqui red or  
c ons t ru c t ed  under the  energy program f o r  Alaska.  The wholesale  power r a t e  
sha l l  be computed by the  a u t h o r i t y  a nnua l l y ,  or  more f r e que n t l y  as may be 
ne ce ss a r y ,  and sha l l  be the  g r e a t e r  of

(A) 10 pe rcent  of  the  amount the a u t h o r i t y  has inves ted  in the  power 
p r o j e c t ,  inc luding leans  and g r a n t s  made by the  s t a t e ;  or

(B) the  r a t e  t h a t  the  a u t h o r i t y  e s t i ma t e s  i s  necessary  to produce 
revenue s u f f i c i e n t  to  pay

( i )  o pe r a t i o n ,  maintenance,  and equipmen; replacement  cos t s  of  the 
power p r o j e c t ;

( i i )  the power p r o j e c t ' s  p r op o r t i on a te  share  of  debt  se rv i c e  on s t a t e  
loans  and bonds f o r  a l l  power p r o j e c t s  in the  energy program f o r  Alaska,  
determined in accordance wi th (g) o f  t h i s  s e c t i on ;  and

( i i i )  s a fe t y  i n s pe c t i ons  and i n v e s t i g a t i o n s  of  the  oov/er p r o j e c t  by 
the  a u t h o r i t y .

Proposed Amendments to CSSB168 (Resources)



CS SB 168 ( F inance) 

L e t t e r  of I n t e n t

T h e  L e g i s l a t u r e ,  in e n a c t i n g  l e g i s l a t i o n  establishr'-'g the E n e r g y  

P r o g r a m  f o r  A l a s k a ,  e x p r e s s e d  its d e s i r e  to p r o v i d e  the l o w e s t  

r e a s o n a b l e  p o w e r  c o s t s  to c o n s u m e r s .  T o  f u r t h e r  a c h i e v e  that end, 

it is the i n t e n t  of the L e g i s l a t u r e  to t a k e  a p p r o p r i a t e  a c t i o n  to 

e n h a n c e  t h e  A l a s k a  P o w e r  A u t n o r i t y ' s  a b i l i t y  to o b t a i n  l o n g - t e r m  

b o n d  f i n a n c i n g  at the l o w e s t  p o s s i b l e  cost.

T h e  L e g i s l a t u i e  r e q u e s t s  the P o w e r  A u t h o r i t y  to f u l l y  e x p l o r e  and 

s t u d y  the d e s i r a b i l i t y  and i m p l i c a t i o n s  of a l l o w i n g  the A l a s k a  

P o w e r  A u t h o r i t y  to s e l l  a p o w e r  p r o j e c t  to a q u a l i f i e d  u t i l i t y  and 

r e p o r t  its f i n d i n g s  a n d  r e c o m m e n d a t i o n s  to the S e c o n d  S e s s i o n  of 

th e  T h i r t e e n t h  L e g i s l a t u r e .  T h e  s t u d y  s h o u l d  a d d r e s s  b o t h  

s h o r t - t e r m  a n d  l o n g - t e r m  i m p a c t s  of the p r o p o s a l  on the i n d i v i d u a l  

p r o j e c t s ,  as w e l l  as o n  the o v e r a l l  E n e r g y  P r o g r a m  f o r  Alas ka .

To f a c i l i t a t e  c o n s u m m a t i o n  of the p o w e r  s a l e  a g r e e m e n t s  and  to 

p r e c l u d e  n e w  p r o j e c t  s e r v i c e  a r e a  e n e r g y  r a t e s  f r o m  e x c e e d i n g  th e  

e x i s t i n g  e n e r g y  r a t e s  in the e a r l y  y e a r s  of the n e w  p r o j e c t ( s ) ,  the 

L e g i s l a t u r e  r e q u e s t s  the P o w e r  A u t h o r i t y  to s t u d y  the p r o b l e m  

e x p e d i t i o u s l y  and r e c o m m e n d  s o l u t i o n s  to t h e  S e c o n d  S e s s i o n  of the 

T h i r t e e n t h  L e g i s l a t u r e .  T h e  s o l u t i o n s  p r o p o s e d  s h o u l d  c o n s i d e r  the 

use of s t a t e  e q u a l i z a t i o n  g r a n t s  or loans.

T h e  L e g i s l a t u r e  a l s o  r e q u e s t s  the P o w e r  A u t h o r i t y  to e x a m i n e  tha 

i m p a c t  of the c u r r e n t  r e s t r i c t i o n  w h i c h  p r o h i b i t s  u t i l i t i e s  that 

p u r c h a s e  p o w e r  f r o m  a P o w e r  A u t h o r i t y  p r o j e c t  to set l o w e r  r a t e s 

for i n d u s t r i a l  c o n s u m e r s  than the r a t e s  c h a r g e d  r e s i d e n t i a l  

c o n s u m e r s .

It is the f u r t h e r  i n t e n t  of th e  L e g i s l a t u r e  that the P o w e r  A u t h o r i t y  

c o n s i d e r  e x t e n d i n g  its s h o r t  t e r m  d e b t  w h i c h  is c u r r e n t l y  o u t s t a n d i n g  

u n t i l  the L e g i s l a t u r e  h a s  ha d  an o p p o r t u n i t y  to a d d r e s s  a l l  of 

t h e s e  i s s u e s  n e x t  year.



S t a t e  o f  -A l a  s  fi-a 
office: of the: g o v e r n o r  

J u n e a u

M a r c h  9, 1983

Th e  H o n o r a b l e  J a l m a r  K e r t t u l a  
P r e s i d e n t  of t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  

• J u n e a u ,  A l a s k a  9 9311

D e a r  Mr. P r e s i d e n t :

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to the 
A l a s k a  P o w e r  A u t h o r i t y .  T h i s  b i l l  c o n t a i n s  s e v e r a l  a m e n d­
m e n t s  to A S  4 4 . 8 3  which- w o u l d  f a c i l i t a t e  the i s s u a n c e  cf 
l o n g  t e r m  r e v e n u e  b o n d s  b y  t h e  a u t h o r i t y .  It a l s o  i n­
c l u d e s  s e v e r a l  a m e n d m e n t s  i n t e n d e d  t o  r e s o l v e  e x i s t i n g  
a m b i g u i t i e s  in t h e  law. It d o e s  n o t  a l t e r  t h e  r o l e  of the 
A l a s k a  P o w e r  A u t h o r i t y  in s t a t e  g o v e r n m e n t .  T h e  e f f e c t  o f  
e a c h  s e c t i o n  o f  t h e  b i l l  is as f o l l o w s :

S e c t i o n  1 —  A m e n d s  A S  4 4 . 8 3 . 0 4 0 ( a )  to r e q u i r e  an a f f i r m a­
t i v e  v o t e  o f  a m a j o r i t y  of t h e  m e m b e r s  p r e s e n t  to a p p r o v e  
b o a r d  a c t i o n .

S e c t i o n  2 —  T h i s  s e c t i o n  p e r m i t s  m e e t i n g s  b y  e l e c t r o n i c  
m e d i a  u n d e r  c a r e f u l l y  p r e s c r i b e d  c o n d i t i o n s .  T h i s  p e r m i s­
sio n  h a s  b e e n  g i v e n  to the A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  
A u t h o r i t y  a n d  t h e  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  a nd 
h a s  b e e n  f o u n d  to be v e r y  v a l u a b l e  g i v e n  the d i s t a n c e  and 
w e a t h e r  p r o b l e m s  f o r  m e e t i n g s  in A l a s k a .  3t>brsect-i-on— (d) 
r e q u i r e s  that-— a  d i r e c t o r  “m u s t  a b s t a i n  f r o m  v o t i n g - a n d - d i s­
c l o s e  t h e  r e a s o n  f o r  a b s t e n t i o n  if a c o n f l i c t  O f  "“in t e r e s t s  
e x i s t s .

S e c t i o n  3 —  T h i s  s e c t i o n  m a k e s  i t  p e r m i s s i v e  r a t h e r  t h a n  
m a n d a t o r y  t h a t  t h e  a u t h o r i t y  i s s u e  b o n d s  f o r  the e n e r g y  
p r o g r a m  a n d  p r o v i d e s  t h a t  t h o s e  b o n d s  m a y  b e  p a i d  o f f  f r o m  
the g e n e r a l  s o u r c e s  s p e c i f i e d .  P a r a g r a p h  (2) a l r e a d y  r e­
q u i r e s  t h a t  t h e  a u t h o r i t y  d e t e r m i n e  as a p r e c o n d i t i o n  to 
i s s u i n g  b o n d s  t h a t  a l t e r n a t i v e  s o u r c e s  o f  m o n e y  w o u l d  be 
m o r e  e x p e n s i v e .  C l a r i f y i n g  a m e n d m e n t s  a r e  a l s o  i n c l u d e d  
in this s e c t i o n .
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S e c t i o n  4 —  T h i s  a m e n d m e n t  w o u l d  e n s u r e  t h a t  t h e  r a t e

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

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

A S  4 4 . 8 3 . 3 8 0  —  4 4 . 8 3 . 4 2 5 .

i. i S e c t i o n  5 —  T h i s  i s  a t e c h n i c a l  a m e n d m e n t  t o  c o n f o r m  t o

l ' U n i f o r m  C o m m e r c i a l  C o d e  l a n g u a g e .  (AS 4 5. 09)
t *

‘ S e c t i o n  6 —  T h i s  a m e n d m e n t  e n s u r e s  t h a t  a f e a s i b i l i t y

- ' s t u d y  o f  a  p r o p o s e d  ~-o j e c t  w i l l  i n c l u d e  a n  i n d e p e n d e n t

c o s t  e s t i m a t e .

S e c t i o n  7 —  T h i s  a m e n d m e n t  m a k e s  c l e a r  w h i c h  s e c t i o n s  o f  

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

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

p r o d u c t i o n .

S e c t i o n s  8 a n d  9 —  T h e s e  a m e n d m e n t s  p r o v i d e  t h a t  i n t e r e s t  

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

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

S t a t e ,  3 A . N - 8 2 - 4 9 2  C I V )  t h a t  t h e  p r e s e n t  s t a t u t e  a u t h o r i z ­

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

f u n d s . '  A l a s k a  C o n s t ,  a r t .  IX, s e c .  7.

S e c t i o n s  1 0  a n d  1 1  —  T h e s e  s e c t i o n s  c l a r i f y  u n c l e a r  o r  

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

'v i n g  l o a n  f u n d  p r o g r a m .

J A * - : f
1 S e c t i o n  15L —  T h i s  a m e n d m e n t  w i l l  e n s u r e  t h a t  a p o w e r

I**" >t •' p r o j e c t  o w n e d  b y  t h e  U n i t e d  S t a t e s  o n  w h i c h  t h e  c o r p o r a -

, jL: / / ' t i o n  s p e n d s  m o n e y  n e e d  n o t  c o n t i n u e  t o  b e  o w n e d  b y  t h e
' > 1 / '" U n i t e d  S t a t e s  i n  o r d e r  f o r  t h e  e x p e n d i t u r e s  t o  b e  v a l i d .

v" ;

i

1

j'J S e c t i o n  i-3. —  T h i s  a m e n d m e n t  w i l l  e n a b l e  t h e  a u t h o r i t y  t o  

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

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

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

S e c t i o n

r e t u r n
1 4  —  T h i s  a m e n d m e n t  d e l e t e s  a n  a m b i g u o u s  r a t e - o f -  

a n a l y s i s  f o r  p r o j e c t  f e a s i b i l i t y ,  . a n d ^ - r e t a i n s *

" e c o n o m i c  f e a s i b i l i t y ^  a s  t h e  t e s t .

\



S e c t i o n  1 5  —  T h i s  a m e n d m e n t  m a k e s  c l e a r  t h a t  t h e  a u t h o r i ­

ty, w h i c h  i s  a n  e n t i t y  o f  t h e  s t a t e ,  o w n s  p r o j e c t s  w h i c h  

i t  a c q u i r e s  o r  c o n s t r u c t s .  T h i s  i s  n e c e s s a r y  t o  a s s u r e  
t h e  a u t h o r i t y ' s  a b i l i t y  t o  p l e d g e  i t s  r e c e i p t s  f r o m  p r o j ­
e c t s  t o  s e c u r e  b o n d s .

S e c t i o n  16 —  T h i s  a m e n d m e n t  g i v e s  s t a n d a r d s  f o r  t h e  a u ­

t h o r i t y ' s  d e t e r m i n a t i o n  o f  w h e t h e r  a u t i l i t y  i s  q u a l i f i e d  

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

S e c t i o n s  1 7  a n d  18 —  T h e s e  a m e n d m e n t s  w o u l d  e n s u r e  t h a t  

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

S e c t i o n  1 9  —  T h i s  a m e n d m e n t  d o e s  n o t  a l t e r  t h e  w h o l e s a l e  

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

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

S e c t i o n  20 —  T h i s  i s  a . t e c h n i c a l  " c l a r i f i c a t i o n . ’
/  ,  ~  _  i ' / V - w  S -  • * '  '■ f  u f Z t  / . * .  t '

S e c t i o n  2li-—  T h i s  s e c t i o n  a m e n d s  t h e  d e f i n i t i o n  o f  " d e b t  
s e r v i c e "  t o  i n c l u d e  a m o u n t s  c o v e n a n t e d  o r  p l e d g e d  t o  p a y  

b o n d s .  T h e  p r e s e n t  l a n g u a g e ,  " t h e  c a s h  f l o w  n e c e s s a r y  t o  

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

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

S e c t i o n  "̂ 2- T h i s  s e c t i o n  r e p e a l s  t h e  f o l l o w i n g  s e c t i o n s :

(1) A S  4 4 . 8 3 . 1 9 5 ( b ) ,  r e q u i r i n g  r a t e  r e d u c t i o n  a t  t h e  

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

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

(2) A S  4 4 . 8 3 . 3 8 2 ( b ) (2), s t a t i n g  w h a t  t h e  p o w e r  d e v e l ­
o p m e n t  f u n d  i n c l u d e s ,  i s  r e p e a l e d  b e c a u s e  p o w e r  s a l e s  r e ­

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

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

(3) A S  4 4 . 8 3 . 3 9 8 ( b ) (2), t h e  p o r t i o n  o f  t h e  w h o l e s a l e  

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

o n  t h e  a p p r o p r i a t i o n  o f  $ 5 , 0 0 0 , 0 0 0 , 0 0 0  t o  t h e  p o w e r  d e v e l ­

o p m e n t  f u n d  b e f o r e  J u l y  1, 1 9 8 6 ,  i s  r e p e a l e d  b e c a u s e  i t  

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

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



-bi­

s e c t i o n  w i l l  m o o t  the c l a i m  in a p e n d i n g  l a w s u i t  r h a t  A S  
4 4 . 8 3 . 3 9 8 ( b ) ( 2 )  is u n c o n s t i t u t i o n a l .  t r u s t e e s  of A l a s k a  

v. S t a t e , No. 3 A N - 8 2 - 4 9 2  CIV.

S e c t i o n  -2-2, —  
f e c t i v e  date.

T h i s  s e c t i o n  p r o v i d e s  for an i m m e d i a t e  e f -

S i n c e r e l y ,

B i l l  S h e f f  
G o v e r n o r
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Mr.  P r e s i d e n t :  

The Commi t t e e  on

A / 2 7 / 8 3

COMMITTEE REPORT

SENATE

FURTHER

STATE A F F A IR S

D a t e :

has had SB 168

R e l a t i n g  t o  t h e  A l a s k a  P o w e r  A u t h o r i t y ;  e f f .  d a t e

unde r  c o n s i d e r a t i o n  and (a m a j o r i t y  o f  t h e  c ommi t t e e )  ( t he  c ommi t t e e )  
r e p o r t s  i t  back w i t h  t h e  f o l l o w i n g  r e c ommenda t i o n s :

[ ] do pass [ ] do no t  pass

[ ] do pass w i t h  a t t a c h e d  amendmen t s ( s )

CHAIRMAN



S t a t e  o f  A l a s k a  

o f f i c e. or t h e  g o v e p n o ^

J UN" E A U

M a r c h  9, 1983

The H o n o r a b l e  J a l m a r  K e r t t u l a  
P r e s i d e n t  of the S e n a t e  
A l a s k a  State L e g i s l a t u r e  
P o u c h  V
Juneau, A l a s k a  99811 

Dear Mr. President:

Un d e r  the a u t h o r i t y  of art. Ill, sec. 18, of the A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a bill r e l a t i n g  to the 
A l a s k a  Power  Autho r i t y .  This bill c o n t a i n s  several a m e n d­
ment s  to AS 4 4 . &3 w h i c h  w o u l d  f a c i l i t a t e  the i s s u a n c e  of 
long term r e v e n u e  bonds by the authority. It also i n­
clud e s  sever al a m e n d m e n t s  i n t e n d e d  to r e s o l v e  e x i s t i n g  
a m b i g u i t i e s  in the law. It does n o t  a lter the role of the 
A l a s k a  P owe r A u t h o r i t y  in state government. The e f f e c t  of 
each section of the bill is as follows:

Se ction 1 -- A m e n d s  AS 44.83.040(a) to r e q u i r e  an a f f i r m a­
tive vote of a m a j o r i t y  of the m e m b e r s  p r e s e n t  to a p p r o v e  
bo a r d  action.

Se c t i o n  2 -- This s e cti on p e r m i t s  m e e t i n g s  by e l e c t r o n i c  
m e d i a  under c a r e f u l l y  p r e s c r i b e d  conditions. This p e r m i s­
sion has been given to the A l a s k a  Indust r i a l  D e v e l o p m e n t  
A u t h o r i t y  and the A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  and 
has bee n found to be v e r y  v a l u a b l e  g i v e n  the d i s t a n c e  and 
w e a r h e r  p r o b l e m s  for m e e t i n g s  in Alaska. S u b s e c t i o n  (d) 
r e q u i r e s  that a d i r e c t o r  m u s t  a b s t a i n  from v o ti ng and d i s­
close the r easo n for a b s t e n t i o n  if a c o n f l i c t  of i n t e r e s t s  
e x i s t s .

S e c t i o n  3 -- This s e c t i o n  m a k e s  it p e r m i s s i v e  r a t h e r  than 
m a n d a t o r y  that the a u t h o r i t y  issue b onds for the e nergy  
p r o g r a m  and p r o v i d e s  t h a t  those bo nds m a y  be paid off from 
the general s o urces specified. P a r a g r a p h  (2) a l r e a d y  r e­
qui r e s  that the a u t h o r i t y  d e t e r m i n e  as a p r e c o n d i t i o n  to 
i s s u i n g  bonds that a l t e r n a t i v e  sources of m o n e y  w o u l d  be 
m o r e  expensive. C l a r i f y i n g  a m e n d m e n t s  are also i n c l u d e d  
in this section.
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S e c t i o n  4 —  This a m e n d m e n t  w o u l d  e n s u r e  that the rate
c o v e n a n t  r e q u i r e d  for b o n d i n g  is not i n c o n s i s t e n t  w i t h  the 
rate r e q u i r e d  u n d e r  the e n e r g y  p r o g r a m  for Alaska. 
AS 4 4 . 8 3 . 3 8 0  -- 44.83.425.

S e c t i o n  5 -- This is a t e c h n i c a l  a m e n d m e n t  to c o n f o r m  to
U n i f o r m  C o m m e r c i a l  C o d e  language. (AS 45.09)

S e c t i o n  6 -- This a m e n d m e n t  e n s u r e s  that a f e a s i b i l i t y
study of a p r o p o s e d  p r o j e c t  w i l l  i n clude an i n d e p e n d e n t  
cost estimate.

S e c t i o n  7 —  This a m e n d m e n t  m a k e s  c l e a r  w h i c h  sections  of 
the s t a t u t e s  g o v e r n  p o w e r  sales agreements, and requir es 
the p o w e r  a u t h o r i t y  to e n t e r  into p o w e r  sales c o n t racts 
for e n e r g y  t r a n s m i s s i o n  as well as (under e x i s t i n g  law) 
p r o d u c t i o n .

S e c t i o n s  8 and St -- T hese a m e n d m e n t s  p r o v i d e  that i n t erest 
r e c e i v e d  by the A P A  on loans for rural e l e c t r i f i c a t i o n  
will be d e p o s i t e d  in the g e n e r a l  fund. This will settle 
the c l a i m  in a p e n d i n g  l a w s u i t  (T r u s t e e s  for A l a s k a  v. 
S t a t e , 3AN-82 - 4 9 2  CIV) that the p r e s e n t  s t atute a u t h o r i z­
ing d e p o s i t  of that i n t e r e s t  in the rural e l e c t r i f i c a t i o n  
fund v i o l a t e s  the c o n s t i t u t i o n a l  p r o h i b i t i o n  of d e d i c a t e d  
funds. A l a s k a  Const, art. IX, sec. 7.

S e c t i o n s  10 and 11 -- T h e s e  s e c t i o n s  c l arif y u n c l e a r  or
a m b i g u o u s  p r o v i s i o n s  of the rural e l e c t r i f i c a t i o n  r e v o l v­
ing l o a n  fund program.

S e c t i o n  12 -- This a m e n d m e n t  wi ll e nsure that a p o w e r
p r o j e c t  o wned by the U n i t e d  S t ates on w h i c h  the c o r p o r a­
tion spends m o n e y  need n o t  c o n t i n u e  to be o wned  by the 
U nite d States in o r d e r  for the e x p e n d i t u r e s  to be valid.

S e c t i o n  13 -- This a m e n d m e n t  will e n a b l e  the a u t h o r i t y  to 
e n s u r e  b o n d h o l d e r s  that m o n e y  w h i c h  has been a p p r o p r i a t e d  
to s u p p l e m e n t  bond p r o c e e d s  f i n a n c i n g  a p r o j e c t  m a y  be 
s e g r e g a t e d  by the c o m m i s s i o n e r  of r e v e n u e  or tran s f e r r e d  
to the a u t h o r i t y  b e f o r e  c ost s are incurred. Interes t 
e a r n e d  on this m o n e y  w o u l d  a c c r u e  to the general fund. 
This p r o v i s i o n  is c r i t i c a l  to the m a r k e t a b i l i t y  of A P A  
r e v e n u e  bonds.

S e c t i o n  14 -- This a m e n d m e n t  d e l e t e s  an a m b i g u o u s  r a t e - o f -  
r e t u r n  a n a l y s i s  for p r o j e c t  feasibility , and r e t a i n s  
" e c o n o m i c  f e a s i b i l i t y "  as the test.
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Se c t i o n  15 —  This a m e n d m e n t  m a k e s  c l e a r  that the a u t h o r i­
ty, w h i c h  is an e n t i t y  of the state, owns  p r o j e c t s  w h i c h  
it a c q u i r e s  or c onstru cts. This is n e c e s s a r y  to a ssure 
the a u t h o r i t y ' s  a b i l i t y  to p l e d g e  its r e c e i p t s  from p r o j­
ects to s ecure bonds.

S e c t i o n  16 —  This a m e n d m e n t  gives s t a n d a r d s  for the a u­
thor i t y ' s  d e t e r m i n a t i o n  of w h e t h e r  a u t i l i t y  is q u a l i f i e d  
to o p e r a t e  a p o w e r  p r o j e c t  of the authority.

S e c t i o n s  17 and 18 -- T hese a m e n d m e n t s  w o u l d  e nsure that 
the o p e r a t i o n  of p r o j e c t s  and the h a n d l i n a  of p r o j e c t  r e v­
enues are c o n s i s t e n t  w i t h  a g r e e m e n t s  w i t h  bondholders.

Se c t i o n  19 -- This a m e n d m e n t  do es n o t  alter the w h o l e s a l e  
p ower rate  p r e s c r i b e d  by l a w  but p e r m i t s  the A P A  to make 
a d j u s t m e n t s  o n l y  as n e c e s s a r y  in o r d e r  to c o m p l y  w i t h  
b o n d i n g  a g r e e m e n t s .

Se c t i o n  20 -- This is a t e c h n i c a l  c l a r i fica tion.

S e c t i o n  21 —  This s e c t i o n  a m e n d s  the d e f i n i t i o n  of "debt 
service" to i n c l u d e  a m o u n t s  c o v e n a n t e d  or p l edged to pay 
bonds. The p r e s e n t  language, "the c a s h  flow n e c e s s a r y  to 
s e cur e b o n ds," could be n a r r o w l y  c o n s t r u e d  to p r e v e n t  the 
r e t e n t i o n  of s u f f i c i e n t  m o n e y  to a d e q u a t e l y  secure bond 
o b l i g a t i o n s .

S e c t i o n  22 -- This s e c t i o n  r e p e a l s  the f o l l o w i n g  sections:

(1) 7-vS 4 4 . 8 3 . 1 9 5 ( b ) ,  r e q u i r i n g  rate r e d u c t i o n  at the 
e x p i r a t i o n  of contracts , is r e p e a l e d  b e c a u s e  such a r e d u c­
tion w o u l d  c o n f l i c t  w i t h  the p o o l i n g - o f - c o s t s  c o n c e p t  e m­
bod i e d  in the e n e r g y  p r o g r a m  for Alaska.

(2) A S  44.83.382(b) (2), s t a t i n g  w h a t  the p o w e r  d e v e l­
op m e n t  fund includes, is r e p e a l e d  b e c a u s e  p o w e r  sales r e­
ceip t s  m u s t  i n i t i a l l y  go into the g e n e r a l  fund (and only 
then be a p p r o p r i a t e d )  u n l e s s  those r e c e i p t s  are p l e d g e d  to 
a p a r t i c u l a r  d e b t  s e r v i c e  fund.

(3) AS 4 4 . 8 3 . 3 9 8 ( b ) (2), the p o r t i o n  of the w h o l e s a l e  
power r a t e  p r o v i s i o n  w h i c h  m a k e s  future rates c o n t i n g e n t  
on the a p p r o p r i a t i o n  of $ 5 , 0 0 0 , 0 0 0 , 0 0 0  to the power d e v e l­
op m e n t  fund b e f o r e  July 1, 1986, is r e p e a l e d  b e c a u s e  it 
in jects into rate making' an u n c e r t a i n t y  w h i c h  impedes b o t h  
the A P A  and local u t i l i t i e s  in p l a n n i n g  for the cost of 
power to be g e n e r a t e d  by A P A  projects. Repeal of this
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s e c t i o n  w i l l  m o o t  the c l a i m  in a p e n d i n g  l a wsuit that AS 
44.83. 398 (b) (2) is u n c o n s t i t u t i o n a l .  T r u stees of A l a s k a  

v . 'S t a t e, No. 3A N - 8 2 - 4 9 2  CIV.

Se c t i o n  23 —  This section p r o v i d e s  for an imm ediate e f­

fec t i v e  date.

S i n c e r e l y ,

B:
G o v e r n o r



I n t r o d u c e d :  3 / 9 / 8 3
R e f e r r e d :  R e s o u r c e s ,  S t a t e  A f f a i r s

a n d  F i n a n c e

BY T H E  R U L E S  C O M M I T T E E  BY
1 IN T H E  S E N A T E  R E Q U E S T  O F  T H E  G O V E R N O R

2 S E N A T E  B I L L  NO. 168

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A

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

5 A  B I L L

6 F o r  a n  Ac t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to th e  A l a s k a  P o w e r  A u t h o r i t y ;  a n d

7 p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

8 B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L AS K A :

9 * S e c t i o n  I. A S  4 4 . 8 3 . 0 4 0  is a m e n d e d  to read:

10 Sec. 4 4 . 8 3 . 0 4 0 .  O F F I C E R S ; M E E T I N G S ;  [AND] Q U O R U M .  T h e  d i r e c t o r s

11 s h a l l  e l e c t  o ne  of t h e i r  n u m b e r  as c h a i r m a n  a n d  m a y  e l e c t  o t h e r  offi-

12 cers t hey d e t e r m i n e  d e s i r a b l e .  T h e  p o w e r s  of the a u t h o r i t y  are v e s t e d

13 in t h e d i r e c t o r s ,  and f o u r  d i r e c t o r s  of the a u t h o r i t y  c o n s t i t u t e  a

14 q u o r u m .  A c t i o n  m a y  be t a k e n  and m o t i o n s  an d  r e s o l u t i o n s  a d o p t e d  by

15 the a u t h o r i t y  at a m e e t i n g  by the a f f i r m a t i v e  v o t e  of a m a j o r i t y  of

16 the [AT L E A S T  T H R E E ]  d i r e c t o r s  p r e s e n t . T h e  d i r e c t o r s  of the a u t h o r i -

17 ty s e r v e  w i t h o u t  c o m p e n s a t i o n ,  but they s hall r e c e i v e  the s a m e  t r a v e l

18 pa y  an d p e r  d i e m  as p r o v i d e d  by law f o r  b o a r d  m e m b e r s ,

19 * Sec. 2. AS 4 4 . 8 3 . 0 4 0  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

20 (b) T h e  b o a r d  m a y  me e t  a n d  t r a n s a c t  b u s i n e s s  b y  an e l e c t r o n i c

21 m e d i u m  if

22 (1) p u b l i c  n o t i c e  of the time an d l o c a t i o n s  w h e r e  the m e e t -

23 ing w i l l  be h e l d  by a n  e l e c t r o n i c  m e d i u m  has b e e n  g i v e n  in  the s a m e

24 m a n n e r  as if th e  m e e t i n g  w e r e  h e l d  i n  a s i n g l e  location;

25 (2) p a r t i c i p a n t s  an d  m e m b e r s  of the p u b l i c  in a t t e n d a n c e

26 c a n  h e a r  a n d  h a v e  the  s a m e  r i g h t  to p a r t i c i p a t e  in the m e e t i n g  as if

27 the m e e t i n g  w e r e  c o n d u c t e d  in p e r s o n ;  and

28 (3) c o p i e s  of p e r t i n e n t  r e f e r e n c e  m a t e r i a l s ,  s t a t u t e s ,  reg-

29 u l a t i o n s ,  a n d  a u d i o - v i s u a l  m a t e r i a l s  are r e a s o n a b l y  a v a i l a b l e  to



1 p a r t i c i p a n t s  a n d  to the publi c .

2 (c) A m e e t i n g  by a n  e l e c t r o n i c  m e d i u m  as p r o v i d e d  i n  t h i s  sec-

3 t i o n  has the s a m e  l e g a l  e f f e c t  as a m e e t i n g  in p e rs o n .

4 (d) A  d i r e c t o r  of the a u t h o r i t y  m a y  n o t  v o t e  on  a r e s o l u t i o n  o f

5 the a u t h o r i t y  r e l a t i n g  to a l e a s e  o r  c o n t r a c t  to be e n t e r e d  i n t o  b y

6 the a u t h o r i t y  u n d e r  this c h a p t e r  if the d i r e c t o r  is a p a r t y  to th e

7 l e a s e  o r  c o n t r a c t  o r  has a d i r e c t  o w n e r s h i p  or e q u i t y  i n t e r e s t  in a

8 firm, p a r t n e r s h i p ,  c o r p o r a t i o n ,  or a s s o c i a t i o n  that is a p a r t y  to the

9 c o n t r a c t  o r  lease. W h e n  a b s t a i n i n g  f r o m  v o t i n g ,  th e  d i r e c t o r  m u s t

10 d i s c l o s e  the r e a s o n  fo r  th e  a b s t e n t i o n .  A  r e s o l u t i o n  of the a u t h o r i t y

11 that is a p p r o v e d  by a m a j o r i t y  of t h e  d i r e c t o r s  p r e s e n t  w h o  a r e  n o t

12 b a r r e d  f r o m  v o t i n g  u n d e r  t his s u b s e c t i o n  is a v a l i d  a c t i o n  of th e

13 a u t h o r i t y  for all p u r p o s e s .

14 * Sec. 3. A S  4 4 . 8 3 . 1 0 5  is a m e n d e d  to read:

15 Sec. 4 4 . 8 3 . 1 0 5 .  B O N D S  F O R  P O W E R  P R O J E C T S  U N D E R  T H E  E N E R G Y  P R O -

16 G R A M  F O R  A L AS K A .  T h e  a u t h o r i t y  m a y  [SHALL] b o r r o w  m o n e y  and [SHALLj

17 issue its b o n d s  fo r  the a c q u i s i t i o n  or  c o n s t r u c t i o n  of p o w e r  p r o j e c ts

18 to b e a c q u i r e d  o r  c o n s t r u c t e d  u n d e r  the e n e r g y  p r o g r a m  f o r  A l a s k a .

19 T h e  [ON W H I C H  THE] p r i n c i p a l  of an d  i n t e r e s t  o n  the b o n d s  are p a y a b l e

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

21 ect s  f i n a n c e d  u n d e r  A S  4 4 . 8 3 . 3 8 0  -- 4 4 . 8 3 . 4 2 5  f r o m  th e  p o w e r  d e v e l o p -

22 raent fu n d  or f r o m  a s o u r c e  r e f e r r e d  to i n  A S  4 4 . 8 3 . 1 0 0  as t h e a u t h o r -

23 i ty d e t e r m i n e s . T h e  b o n d s  m a y  be i s s u e d  if

24 rl) a p p r o p r i a t i o n s  to t h e  p o w e r  d e v e l o p m e n t  f u n d  f o r  the

25 p o w e r  p r o j e c t  a r e  i n s u f f i c i e n t  to c o v e r  t h e  cost of a c q u i r i n g  o r  con-

26 s t r u c t i n g  the p o w e r  p r o j e c t ;  and

27 (2) the a u t h o r i t y  d e t e r m i n e s  t hat the a m o u n t  of i n t e r e s t

28 the a u t h o r i t y  w i l l  p a y  o n  its b o n d s  is n o t  m o r e  t h a n  a l t e r n a t i v e  c o s t s

29 of s e c u r i n g  m o n e y  f r o m  o t h e r  s o u r c e s ,  e x c e p t  f o r the g e n e r a l  fund, to
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1 p a y  f o r  t h e  a c q u i s i t i o n  o r  c o n s t r u c t i o n  of the p o w e r  p r o j e c t .

2 * Sec. 4. A S  4 4 . 8 3 . 1 1 0 ( b )  is a m e n d e d  to read:

3 (b) N o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n s  of t h i s  c h a p t e r ,  the

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

5 i n s t r u m e n t  or the r e s o l u t i o n  c o n s t i t u t i n g  a c o n t r a c t  w i t h  b o n d h o l d e r s

6 s h a l l  c o n t a i n  a c o v e n a n t  by th e  a u t h o r i t y  that it w i l l  at a l l  t i m e s

7 m a i n t a i n  rates, f ees o r  c h a r g e s  s u f f i c i e n t  to pay, a n d  t h a t  a c o n t r a c t

8 e n t e r e d  int o by t h e  a u t h o r i t y  f o r  the sale, t r a n s m i s s i o n  o r  d i s t r i b u -

9 t i o n  of p o w e r  s h a l l  c o n t a i n  ra t e s ,  fees o r  c h a r g e s  s u f f i c i e n t  to p a y

10 t h e  c o s t s  of o p e r a t i o n  a n d  m a i n t e n a n c e  of the p r o j e c t ,  the p r i n c i p a l

11 of a n d  i n t e r e s t  o n  b o n d s  i s s u e d  u n d e r  th e  t rust a g r e e m e n t  as the s a m e

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

13 as c o n s i d e r e d  n e c e s s a r y  b y  the a u t h o r i t y  fo r  the m a r k e t i n g  of its

14 b o n d s  a n d  to p r o v i d e  f o r  r e n e w a l s ,  r e p l a c e m e n t s  a n d  i m p r o v e m e n t s  of

15 t h e  p r o j e c t ,  a n d to m a i n t a i n  r e s e r v e s  r e q u i r e d  by the terms of the

16 t r u s t  a g r e e m e n t .  Thi s  s u b s e c t i o n  d oe s  n o t  r e q u i r e  a c ov e n a n t  w h i c h

17 v a r i e s  f r o m  a c o v e n a n t  e n t e r e d  int o  in a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s

18 o f  AS 4 4 . 8 3 . 3 8 0  -- 4 4 . 8 3 . 4 2 5 .

19 * Sec. 5. AS 4 4 . 8 3 . 1 2 0  is a m e n d e d  to read:

20 Sec. 4 4 . 8 3 . 1 2 0 .  V A L I D I T Y  O F  PLED G E .  It is the i n t e n t i o n  of the

21. l e g i s l a t u r e  that a p l e d g e  m a d e  in  r e s p e c t  of b o n d s  is c o n s i d e r e d

22 p e r f e c t e d  a n d  is [ S H A L L  BE] v a l i d  a n d  b i n d i n g  f r o m  th e  t i m e  the p l e d g e

23 is m a d e ;  that the m o n e y  or p r o p e r t y  so p l e d g e d  a n d  t h e r e a f t e r  r e c e i v e d

24 by the a u t h o r i t y  s h a l l i m m e d i a t e l y  be s u b j e c t  to the li e n  of the

25 p l e d g e  w i t h o u t  p h y s i c a l  d e l i v e r y  o r  f u r t h e r  act; a n d  that the l i e n  of

26 thi p l e d g e  s hall b e  v a l i d  a n d  b i n d i n g  as a g a i n s t  al l  p a r t i e s  h a v i n g

27 c l a i m s  of an y  k i n a  in tort, c o n t r a c t  or o t h e r w i s e  a g a i n s t  the a u t h o r i -

28 ty i r r e s p e c t i v e  of w h e t h e r  t h e  p a r t i e s  h a v e  n o t i c e .  N e i t h e r  the

29 r e s o l u t i o n ,  t r u st  a g r e e m e n t  n o r  an y  o t h e r  i n s t r u m e n t  by w h i c h  a p l e d g e
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L is c r e a t e d  n e e d  b e  r e c o r d e d  o r  f i l e d  u n d e r  the p r o v i s i o n s  of t h e

2 U n i f o r m  C o m m e r c i a l  C o d e  to b e  p e r f e c t e d  or to be  v a l i d ,  b i n d i n g  or

3 e f f e c t i v e  a g a i n s t  the p a r t i e s .

4 * Sec. 6. A S  4 4 . 8 3 . 185(a) is a m e n d e d  to read:

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

6 f i n a n c e ,  i n c l u d i n g  a cost e s t i m a t e  f r o m  a n  i n d e p e n d e n t  s o u r c e .  f o r  a

7 p r o p o s e d  n e w  p r o j e c t  to the l e g i s l a t u r e .  W h e n  the r e p o r t  of the d i v i -

8 s i o n  of b u d g e t  an d  m a n a g e m e n t  e x a m i n i n g  the f e a s i b i l i t y  s t u d y  a n d  p l a n

9 of f i n a n c e  is c o m p l e t e d  as r e q u i r e d  b y  AS 4 4 . 8 3 . 1 8 3 ,  it s h a l l  be sub-

10 m i t t e d  to the l e g i s l a t u r e .

]1 * Sec. 7. A S  4 4 . 8 3 . 1 9 5 ( a )  is a m e n d e d  to read:

12 (a) W h e n  a p r o j e c t  is o p e r a t e d  b y  the a u t h o r i t y ,  the a u t h o r i t y

13 s h a l l  e n t e r  into o n e  o r  m o r e  c o n t r a c t s  for t h e  s ale of e l e c t r i c a l

14 p o w e r  or e n e r g y or t r a n s m i s s i o n  c a p a c i t y  o r  s e r v i c e  f r o m  the p r o j e c t .

15 U n l e s s  the c o n t r a c t  is e n t e r e d  i n t o  u n d e r  A S  4 4 . 8 3 .380 -- 4 4 . 8 3 . 4 2 5 ,  a

16 [A] c o n t r a c t  e n t e r e d  i n t o  u n d e r  t h i s  s e c t i o n  s h a l l  m e e t  a l l r e q u i r e -

17 m e n t s  of AS 4 4 . 8 3 . 0 9 0 .

18 * Sec. 8. A S  4 4 . 8 3 . 3 6 1 ( a ) ( 2 )  is a m e n d e d  to read:

19 (2) p r i n c i p a l  [ AND I N T E R E S T ]  p a y m e n t s  o n  l o a ns  m a d e  u n d e r

20 t his s e c tion.

21 * Sec. 9. A S  4 4 . 8 3 . 3 6 1 ( c )  is a m e n d e d  to read:

22 (c) A  l o a n  f r o m  t h e  r u r a l  e l e c t r i f i c a t i o n  r e v o l v i n g  l o a n  f u n d

23 s h a l l  b e a r  a n  a n n u a l  r a t e  of i n t e r e s t  of two p e r c e n t  of t h e  u n p a i d

24 b a l a n c e  of the loan. In t e r e s t  r e c e i v e d  on a lo a n  m a d e  u n d e r  this sec-

25 t i o n  m u s t  be t r a n s f e r r e d  m o n t h l y  to the c o m m i s s i o n e r  o f  r e v e n u e  f o r

26 d e p o s i t  in the g e n e r a l  fund.

27 * Sec. 10. A S  4 4 . 8 3 . 3 6 1 ( d ) ( 2 ) ( B )  is a m e n d e d  to read:

28 (B) p a y m e n t s  o n  t h e  u n p a i d  b a l a n c e  of t h e  p r i n c i p a l  of

29 th e  l o a n  for e a c h  n e w  c o n s u m e r  s e r v e d  b y  the e l e c t r i c  s e r v i c e
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1 e x t e n d e d  w i t h  the l o a n  p r o c e e d s  [ D U R I N G  T H E  P R E C E D I N G  Y E A R  F O R

2 W H I C H  T H E  L O A N  W A S  M A D E ] ; p a y m e n t s  o n  the u n p a i d  b a l a n c e  o f  t h e

3 p r i n c i p a l  of th e  l o a n  s h a l l  be m a d e  at a r a t e  e q u a l  to t h e  d’f-

4 f e r e n c e  b e t w e e n  the a c t u a l  cost of m a k i n g  th e  s e r v i c e  c o n n e c t i o n

5 to th e c o n s u m e r s  a n d  th e  m i n i m u m  i n v e s t m e n t  p e r  c o n s u m e r  r e q u i r e d

6 o f  th e  u t i l i t y  b e f o r e  a l o a n  is m a d e  u n d e r  (b) o f  t h i s  s e c t i o n .

7 * Sec. 11. AS 4 4 . 8 3 . 3 6 1  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

8 (f) In t h i s  s e c t i o n ,  " c o n s u m e r "  m e a n s  a p e r s o n ,  as d e f i n e d  i n

9 A S  0 1 . 1 0 . 0 6 0 ( 7 ) ,  or a g o v e r n m e n t a l  a g e n c y  if th e  p e r s o n  o r  g o v e r n m e n t -

10 al a g e n c y  r e q u e s t s  a n d  o f f e r s  to p a y  for e l e c t r i c a l  s e r v i c e  tc a f a ­

ll c i l i t y  o r  par t  of a f a c i l i t y .  Th e  a u t h o r i t y  s h a l l  c o n s i d e r  a p e r s o n

12 or g o v e r n m e n t a l  a g e n c y  w h i c h  o f f e r s  to p a y  for e l e c t r i c a l  s e r v i c e  to

13 s e v e r a l  f a c i l i t i e s  to b e  a s e p a r a t e  c o n s u m e r ,  as d e f i n e d  i n  t h i s  s ec-

14 tion, fo r  e a c h  f a c i l i t y  if e a c h  f a c i l i t y  is p h y s i c a l l y  s e p a r a t e  f r o m

15 a n o t h e r  f a c i l i t y ,  o t h e r  t h a n  t h r o u g h  e l e c t r i c  s e r v i c e  lines, a n d  if

16 the p e r s o n  o r  g o v e r n m e n t a l  a g e n c y  r e q u e s t s  a n d  o f f e r s  to p a y  f o r  e l e c -

17 t r i c a l  s e r v i c e  to e a c h  fa c i l i t y .

18 (g) In (f) of t his s e c t i o n ,

19 (1) " f a c i l i t y "  m e a n s  a s t r u c t u r e  c a p a b l e  of r e c e i v i n g  a n d

20 u s i n g  e l e c t r i c a l  e n e r g y ;

2 1  (2) " g o v e r n m e n t a l  a g e n c y "  i n c l u d e s ,  w i t h  r e s p e c t  to th e

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

23 b od y ,  b o a r d  of r e g e n t s ,  a d m i n i s t r a t i v e  body, board, c o m m i s s i o n ,  com -

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

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

26 w h e t h e r  a d v i s o r y  o r  o t h e r w i s e ,  of t h e  state, f ed eral, o r  m u n i c i p a l

27 g o v e r n m e n t .

28 *  Sec. 12. A S  4 4 . 8 3 . 3 8 4 ( c )  is a m e n d e d  to read:

29 (c) N o t w i t h s t a n d i n g  (b)(1) of this s e c t i o n  a n d  A S  4 4 . 8 3 . 3 9 4  --



1 4 4 . 8 3 . 3 9 8 ,  the fund  m a y  be u s e d  by the a u t h o r i t y  to p r o v i d e  m o n e y  f o r

2 t h e  cost o f  a p o w e r  p r o j e c t  that  is or w a s  e i t h e r  c o n s t r u c t e d  or [AND]

3 o w n e d  b y  t h e  U n i t e d  S t a t e s  g o v e r n m e n t  if the r e q u i r e m e n t s  of t h i s  sub-

4 s e c t i o n  ar e  met. T h e  p r o v i s i o n s  of A S  4 4 . 8 3 . 1 7 7  -- 4 4 . 8 3 . 1 8 7  do n o t

5 a p p l y  to a p o w e r  p r o j e c t  f i n a n c e d  u n d e r  t his s u b s e c t i o n .  Th e  a u t h o r -

6 i t y  m a y  u s e  m o n e y  i n  the f u n d  f o r  th e  cos t  of a p o w e r  p r o j e c t  u n d e r

7 t h i s  s u b s e c t i o n  if

8 (1) the l e g i s l a t u r e  e n a c t s  a lav/ a p p r o v i n g  the pi'oject;

9 (2) the d i v i s i o n  of b u d g e t  a n d  m a n a g e m e n t  in the O f f i c e  o f

10 the G o v e r n o r  r e v i e w s  a f e a s i b i l i t y  s t u d y  a n d  a p l a n  of f i n a n c e  for t h e

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

12 r e q u i r e m e n t s  fo r  a f e a s i b i l i t y  s t u d y  s u b m i t t e d  u n d e r  A S  4 4 . 8 3 . 1 8 1 ( b )

13 a n d  that the p l a n  of f i n a n c e  c o m p l i e s  w i t h  the r e q u i r e m e n t s  for a p l a n

14 of f i n a n c e  s u b m i t t e d  u n d e r  AS 4 4 . 8 3 . 1 8 1 ( c ) :  an d

15 (3) the p r o j e c t  m e e t s  the o t h e r  r e q u i r e m e n t s  of this c h a p -

16 ter.

17 * Sec. 13. A S  4 4 . 8 3 . 3 8 6  is a m e n d e d  to read:

18 Sec. 4 4 . 8 3 . 3 8 6 .  I N V E S T M E N T  O F  FUND. T h e  D e p a r t m e n t  of R e v e n u e

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

20 3 7 . 1 0 . 0 7 5 .  T h e  D e p a r t m e n t  of R e v e n u e  s h a l l  p r o v i d e  m o n e y  in t h e  f u n d

21 to t h e  a u t h o r i t y  o n l y  a f t e r  c o s t s  h a v e  b e e n  [A C O S T  F O R  A  P R O J E C T  IS]

22 i n c u r r e d  or  a m o u n t s  in the f u n d  h a v e  b e e n  o t h e r w i s e  o b l i g a t e d  u n d e r

23 c o n t r a c t s  f o r  the a c q u i s i t i o n  an d  c o n s t r u c t i o n  o f a p r o j e c t .  A m o u n t s

24 w h i c h  h a v e  b e e n  o b l i g a t e d ,  but for w h i c h  c o s t s  h a v e  n ot  y e t  b e e n

25 i n c u r r e d ,  m a y  be s e g r e g a t e d  b y  t h e D e p a r t m e n t  o f R e v e n u e  o r  trans-

26 f e r r e d  to the a u t h o r i t y  o n l y w i t h  p r i o r  a p p r o v a l  o r  a g r e e m e n t  of th e

27 c o m m i s s i o n e r  of r e v e n u e .  I n t e r e s t  r e c e i v e d  or. m o n e y  w h x c h  is s e g r e -

28 g a t e d  o r  t r a n s f e r r e d  u n d e r  this s e c t i o n  m u s t  be d e p o s i t e d  in rhe

29 g e n e r a l  f u n d .



\

1 *  Sec. 14. A S  4 4 . 8 3 . 3 9 4  is a m e n d e d  to read:

2 Sec. 4 4 . 8 3 . 3 9 4 .  R E V E N U E  R E Q U I R E M E N T S .  T h e  a u t h o r i t y  m a y  no t  u s e

3 m o n e y  i n  t h e  f u n d  fo r  a p o w e r  p r o j e c t  e x c e p t  in c o m p l i a n c e  w i t h

4 A S  4 4 . 8 3 . 1 7 7  -- 4 4 . 8 3 . 1 8 7 ,  a n d  u n l e s s  th e  a u t h o r i t y  d e t e r m i n e s  that

5 the p o w e r  p r o j e c t  is e c o n o m i c a l l y  f e a s i b l e  [AND THAT, A F T E R  C O N S T R U C -

6 TION, O P E R A T I O N  O F  T H E  P O W E R  P R O J E C T  W I L L  B E  A B L E  TO P R O V I D E  R E V E N U E

7 S U F F I C I E N T  T O  R E T U R N  A N N U A L L Y  T O  T H E  S T A T E  F I V E  P E R C E N T  O F  T H E  A M O U N T

8 T H A T  T H E  A U T H O R I T Y  H A S  S P E N T  F R O M  T H E  F U N D  F O R  T H E  P O W E R  P R O J E C T ] .

9 *  Sec. 15. A S  4 4 . 8 3 . 3 9 6 ( a )  is a m e n d e d  to read:

10 (a) A  p o w e r  p r o j e c t  that is a c q u i r e d  o r  c o n s t r u c t e d  as p a r t  o f

11 the e n e r g y  p r o g r a m  fo r  A l a s k a  is o w n e d ^  [BY T H E  STATE] a n d s h a l l  be

12 a d m i n i s t e r e d ^  by the a u t h o r i t y .

13 * Sec. 16. A S  4 4 . 8 3 . 3 9 6 ( c )  is a m e n d e d  to read:

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

15 r e a s o n a b l e  t e r m s  a n d  c o n d i t i o n s  to p e r m i t  th e  a p p l i c a n t  u t i l i t y  to

16 o p e r a t e  the  p o w e r  p r o j e c t  w h e n  the a p p l i c a n t  u t i l i t y  is the o n l y

17 w h o l e s a l e  p o w e r  c u s t o m e r  to be s e r v e d  d i r e c t l y  by the p o w e r  p r o j e c t

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

19 c o n t r a c t  or l e a s e  to o p e r a t e  a p o w e r  p r o j e c t  is n o t a q u a l i f i e d  u t i l -

20 it y  o r  is not c a p a b l e  of o p e r a t i n g  t h a t  p o w e r  p r o j e c t  e f f i c i e n t l y  and

21 in  a m a n n e r  t h a t  is c o n s i s t e n t  w i t h  n a t i o n a l  s t a n d a r d s  f o r  th e  i n d us-

22 t ry a n d  a g r e e m e n t s  w i t h  b o n d h o l d e r s .

23 * Sec. 17. A S  4 4 . 8 3 . 3 9 6 ( e )  is a m e n d e d  to read:

24 (e) W h e n  th e  a u t h o r i t y  p e r m i t s  a p o w e r  p r o j e c t  to be o p e r a t e d  by

25 a  q u a l i f i e d  u t i l i t y  u n d e r  a c o n t r a c t  o r  lease, the a u t h o r i t y  s h a l l

26 (1) r e v i e w  an d  a p p r o v e  the a n n u a l  b u d g e t  f o r  the o p e r a t i o n

27 a n d  m a i n t e n a n c e  o f  the p o w e r  p r o j e c t ;  and

28 (2) a s s u r e  that the p r o j e c t  is b e i n g  o p e r a t e d  e f f i c i e n t l y

29 an' in a m a n n e r  that is c o n s i s t e n t  w i t h  n a t i o n a l  s t a n d a r d s  f o r  the
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i n d u s t r y  an d  a g r e e m e n t s  w i t h  b o n d h o l d e r s .

Sec. 18. AS  4 4 . 8 3 . 3 9 8 ( c )  is a m e n d e d  to read:

(c) T h e  a u t h o r i t y  s h a l l  t r a n s m i t  all the m o n e y  that it r e c e i v e s  

u n d e r  (a) of this s e c t i o n  to the c o m m i s s i o n e r  of r e v e n u e  fo r  d e p o s i t

i n  the s t a t e  g e n e r a l  fun d e x c e p t  f o r  m o n e y  it ha s  p l e d g e d  to s e c u r e

b o n d s  or c o v e n a n t e d  o t h e r w i s e  in o r d e r  to s e c u r e  b o n d s  [IN A C C O R D A N C E  

W I T H  C O N T R A C T S  W I T H  B O N D H O L D E R S ] .

Sec. 19. A S  4 4 . 8 3 . 398(e) is r e p e a l e d  a n d  r e e n a c t e d  ti x'ead:

(e) A f t e r  d e t e r m i n i n g  the w h o l e s a l e  p o w e r  r a t e  for a p o w e r  p r o j ­

ect in the m a n n e r  o t h e r w i s e  p r o v i d e d  b y  this s e c t i o n ,  th e  a u t h o r i t y  

m a y  a d j u s t  the r ate or c h a n g e  the rate p r o v i s i o n s  if n e c e s s a r y  so that 

t h e  r e v e n u e  d e r i v e d  f rom tha t  p o w e r  p r o j e c t  and t h e  a g g r e g a t e  r e v e n u e s  

o f  the a u t h o r i t y  w i l l  at all t imes be a d e q u a t e  to c o m p l y  w i t h  the r a t e  

c o v e n a n t s  a n d  o t h e r  a g r e e m e n t s  c o n t a i n e d  in any tr u s t  i n d e n t u r e  o r  

t r u s t  a g r e e m e n t  e n t e r e d  i n t o  by the a u t h o r i t y  for the s e c u r i t y  of the 

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

p r o g r a m  for A l a s k a .

Sec. 20. AS 4 4 . 8 3 . 3 9 8 ( h )  is a m e n d e d  to read:

(h) N o t w i t h s t a n d i n g  (g) of this s e c t i o n ,  i n  the 1983 s t a t e  f i s­

cal y e a r  the p r o p o r t i o n a t e  s h a r e  of d e b t  s e r v i c e  u n d e r  (b) of thi s

s e c t i o n ,  e x p r e s s e d  as a rate, fo r  a p o w e r  p r o j e c t  for w h i c h  a c o n­

s t r u c t i o n  c o n t r a c t  has b e e n  a w a r d e d  b e f o r e  the e f f e c t i v e  d a t e  of this

A c t  m a y  n o t  e x c e e d  the a v e r a g e  d e b t  s e r v i c e  c o m p o n e n t  of the w h o l e s a l e

p o w e r  r a t e  for all p o w e r  p r o j e c t s  in the e n e r g y  p r o g r a m  f o r  A l a s ka .  

T h e  limit i m p o s e d  by this s u b s e c t i o n  s h a l l  be i n c r e a s e d  in the 1984 

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

po n e n t  of the w h o l e s a l e  p o w e r  r a t e  fo r  all p o w e r  p r o j e c t s  in the 

e n e r g y  p r o g r a m  f o r  A l a s k a  an d  by an a d d i t i o n a l  f o u r  p e r c e n t  a b o v e  that 

a v e r a g e  i n  e a c h  s u c c e e d i n g  s t a t e  f i s c a l  year. If a p p l i c a t i o n  of this



1 s u b s e c t i o n  r e s u l t s  in the p r o d u c t i o n  of i n s u f f i c i e n t  r e v e n u e  to p a y

2 the t otal d eb t  s e r v i c e  f o r  all p r o j e c t s  in the e n e r g y  p r o g r a m  f o r

3 A l a s k a ,  a p r o j e c t  tha t  d o e s  n o t  h a v e  its s h a r e  of d e b t  s e r v i c e  l i m i t e d

4 u n d e r  this s u b s e c t i o n  s h a l l  be s u b j e c t  to a rat e  i n  a d d i t i o n  to the

5 r a t e  e s t a b l i s h e d  u n d e r  (b) of this s e c t i o n .  T h e  a d d i t i o n a l  r a t e  is

6 the rat e  tha t  the a u t h o r i t y  e s t i m a t e s  is n e c e s s a r y  to p r o d u c e  r e v e n u e

7 that is s u f f i c i e n t  to p a y  the d i f f e r e n c e  b e t w e e n  the t o t a l  d e b t  ser-

8 v i c e  for all p r o j e c t s  in t he  e n e r g y  p r o g r a m  for A l a s k a  a n d  the r e v e n u e

9 a c t u a l l y  p r o d u c e d  to pa y  tha t  deb t  s e r v i c e ,  m u l t i p l i e d  by a f r a c t i o n

10 w h o s e  n u m e r a t o r  is the t o t a l  cost of the p r o j e c t  and w h o s e  d e n o m i n a t o r

11 is the t ot a l  cost of all o f  the p r o j e c t s  tha t ar e  s u b j e c t  to th e

12 a d d i t i o n a l  rate. In this s u b s e c t i o n ,  " p r o j e c t s  i n  the e n e r g y  p r o g r a m

13 for A l a s k a "  doe s  not i n c l u de a n  i n t e r t i e  t hat is a u t h o r i z e d  as a

14 s e p a r a t e p r o j e c t  as d e s c r i b e d  in (f) o f this s e c t i o n .

15 * Sec. 21. AS 4 4 . 8 3 . 4 2 5 ( 2 )  is a m e n d e d  to read:

16 (2) " d e b t  s e r v i c e "  m e a n s  the a m o u n t s  c o v e n a n t e d  w i t h  re-

17 s p e c t  to, or p l e d g e d  to pay, b o n d s  u n d e r  a t r u st  a g r e e m e n t  s e c u r i n g

18 [ C A S H  F L O W  N E C E S S A R Y  TO S E C U R E ]  bo n d s ;

19 * Sec. 22. AS 4 4 . 8 3 . 1 9 5 ( b )  , 4 4 . 8 3 . 3 8 2 ( b ) ( 2 ) ,  a n d  4 4 . 8 3 . 3 9 8 ( b ) U ) a r e

20 r e p e a l e d .

21 * Sec. 23. T hi s  Act t akes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 0 1.-

22 1 0 . 0 7 0 ( c ) .
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