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April 30, 1984

Bettye Fahrenkamp 
Alaska Stal:e Senate 

Pouch V

Juneau, Alaska 99811

Subject: Power Sales Agreements (Tyee Lake Hydroelectric Project)

Dear Senator Fahrenkamp:

I a m  forwarding a copy of Resolution No. 1018-R which was passed 

and approved by the Petersburg City Council at a special meeting 

held April 27, 1984.

The Resolution authorized the execution of a short term power sales 

agreement and further specifies terms under which the Petersburg 

City Council will approve long term agreements to purchase electricity 

from the Tyee Lake Hydroelectric Project.

The short term agreement provider that Petersburg will pay 5.84c 

per kilowatt hour to purchase power from the Project, but either 
party may terminate the agreement upon 24 hours written notice.

Section 3 of the Resolution indicates the criteria to be achieved 

for long term power sales agreements. Petersburg sincerely desires 

to reach an acceptable long term agreement. We would be grateful 

for any assistance you may be able to render on our behalf.

S i n c e r e l y ,

Patricia Curtiss 

City Clerk

Enclosure



RE S OLUTION NO. 1018-R

A R E S O LUTION AU T H O R I Z I N G  THE EXECUTION OF A  SHORT TER M  POWER 

SALES A G R E E M E N T  W I T H  T HE A L A S K A  PO W E R  AUTHORITY W I T H  RESPECT TO 

THE TYEE LAKE HYDRO E L E C T R I C  PROJECT.

WHEREAS, the City of Pet e r s b u r g  (hereinafter called the 

"City") owns and operates an electric utility which is eligible 

to purchase w h o l e s a l e  electric power and energy produced from 

the Tyee Lak e  H y d r oelectric Project (hereinafter called the 

"Project"); and

WHEREAS, the A l a s k a  Power Authority (hereinafter called 
the "Authority") is capable of producing power from the Project, 

the components of which include a generating facility at Lake 

Tyee and transmission lines designed to deliver power from the 

Project to the cities of Wrangell and Petersburg; and

WHEREAS, off i c i a l s  of the City have negotiated with the 

Authority for terms and conditions of a short term power sales 

agreement in the form attached hereto as Exhibit A  and incorporated 

by reference h erein (hereinafter called the "Short Term Power 

Sales Agreement"); and

WHEREAS, a supplementary amendment has been proposed by

the Authority which wo u l d  add the following sentence to Section

2 (b) of the Agreement:

"This agreement shall be of no further force and 

effect fro m  and after May 2, 1984 if the City has 

not, prior to said date, executed subject to 

ratification, or passed ^n ordinance authorizing 

a Powei Sales Agreement with the Authority in 

s u b s t antially the fc:rm adopted by the City of 

W r a n g e l l  on April 12, 1984."

WHEREAS, action taken by the City of Wrangell on April 12,

1984 essentially authorized the execution of long term power 

sales agreeineuts with the Authority; and

WHEREAS, an advisory question relating to long term arrangements

for purchasing power from the Authority was rejected by Petersburg

voters by a m a r g i n  of 611 to 295 at a Special Election held 

\pril 17, 1984; and

WHEREAS, it would be contrary to the wishes of a majority 

of Petersburg v o ters to adopt long term power sales agreements 

of the frrin proposed by the Authority at this particular time; 

and



W H E R E A S ,  it is d e e m e d  to b e  in the bes t  i n t e r e s t  of t h e  

Cit y and t h e  A u t h o r i t y  to a p p r o v e  a n d  e x e c u t e  the S h o r t  T e r m  

P o w e r  S a l e s  A g r e e m e n t  w i t h o u t  t h e  s u p p l e m e n t a r y  a m e n d m e n t  so 

that n e g o t i a t i o n s  m a y  c o n t i n u e  for l o n g  t e r m  a r r a n g e m e n t s ;  a n d

W H E R E A S ,  in is th e s i n c e r e  d e s i r e  of the C i t y  to r e a c h  a n  

a c c e p t a b l e  a r r a n g e m e n t  f o r  l on g  t e r m  a g r e e m e n t s  to p u r c h a s e  

p o w e r  f r o m  t h e  P r oj e c t .

NOW, T H E R E F O R E ,  B E  I T  R E S O L V E  H E  C I T Y  C O U N C I L  O F  T H E

C ITY O E  P E T E R S B U R G ,  A L A S K A  AS FOLLi

S e c t i o n  1. A p p r o v a l  of S h o r t  T e r m  A g r e e m e n t .  T h e  S h o r t  

T e r m  P o w e r  S a l e s  A g r e e m e n t  is h e r e b y  a p p r o ve d .  S a i d  A g r e e m e n t  

s hall b e  in s u b s t a n t i a l l y  the f o r m  a t t a c h e d  h e r e t o  as E x h i b i t  A  

• Wi.‘.v' su c h  c h a n g e s  as th e  C i t y  M a n a g e r ,  w i t h  the a d v i c e  of th e  

C i t y 's  l e g a l  c o u n s e l ,  s h a l l  a pp rove. Th e  C i t y  M a n a g e r  a n d  C i t y  

C l e r k  a r e  h e r e b y  a u t h o r i z e d  and d i r e c t e d  to e x e c u t e  th e  S h o r t  

T e r m  P o w e r  S a l e s  A g r e e m e n t ,  for and o n  b e h a l f  of the City.

S e c t i o n  2. I m p l e m e n t a t i o n  of S h o r t  T e r m  A g r e e m e n t .  T h e  

City M a n a g e r  a n d  a l l  o t h e r  a p p r o p r i a t e  o f f i c i a l s  of the C i t y  

a re h e r e b y  a u t h o r i z e d  a n d  d i r e c t e d  to take a l l  s t e p s  n e c e s s a r y  

for the i m p l e m e n t a t i o n  of the S h o r t  T e r m  P o w e r  S a l e s  A g r e e m e ’-.

S e c t i o n  3. A p p r o v a l  of L o n g  T e r m  A g r e e m e n t s .  T h e  M a y o r  

and C i t y  M a n a g e r  > -e h e r e b y  a u t h o r i z e d  and d i r e c t e d  to c o n t i n u e  

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

the 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 u c h  n e g o t i a t i o n s  s h o u l d  

be g u i d e d  by th e  o b j e c t i v e  to p r o v i d e  P e t e r s b u r g  e l e c t r i c  

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

at the l o w e s t  p o s s i b l e  c ost. Tn this regard, the P e t e r s b u r g  

City C o u n c i l  w i l l  a p p r o v e  l o n g  t e r m  p o w e r  s a l e s  a g r e e m e n t s  if 

the f o l l o w i n g  c r i t e r i a  c a n  be a c h i e ve d :

A. A  " p o s t a g e  s t a m p "  r a t e  for p r o j e c t  e n e r g y  so that the 

w h o l e s a l e  cos t  o f  p o w e r  w i l l  be the s a m e  for a l l  

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  for 

A l a s k a " :

B. A  s y s t e m  i n c r e m e n t  l i m i t a t i o n  so that a l l o c a t e d  d e b t  

s e r v i c e  w i l l  riot i n c r e a s e  o v e r  the t e r m  of t h e  p o w e r  

s a l e s  a g r e e m e n t ;

- C.S_\
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C. Transfer of title of the Project to a joint operating

agency to be established by W r a n g e l l  am. °etersburg 

upo n  payment of all debt service related to the Project; 

and

D. A  m e c h a n i s m  to provide m o r e  local control over Project 
op eration and mainte n a n c e  expenses.

Section 4. Notification. The City C l e r k  is hereby directed 

to send a copy of this R e s o L  tion to the Gove r n o r  of the State 

of Alaska, Members of the A l aska Legislature, Members of the 

Board of Directors of the A l aska Power Authority, Representatives 

of each U t i l i t y  to be served by projects developed under the 

Energy P r o g r a m  for Alaska, and the Executive Director of the 

Alaska Po w e r  Authority.

PA S S E D  and APPROVED by the M a y o r  and City Council of the 

City of Petersburg, Alaska at a special m e e ting of said Council 

held this JS.7^- day of April, 1984.

• \ , / / ATTEST:
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C L a A . .  C l A A X s i U / C O j L o *  t ' C C U L C O G -

^ ■ W \ j;c * \ \ _ a j l _ ^  c u ^ a c k -  l c . i a . p -  r z o b f f  I t f O .

I .
uj)e-uJLoL iaj3.<j°ss r4tO+€_^ AP/V £\<3MjpAO, k o P 3

( ^ h J u ^ m j U A b t ^  c ^ v u ^ r u x i A ^ o o i ^ )  , ( ^ J Q q p o A £ U / v i a  

tr w ffe j/T ^ j^ u W 'S  '(xjr^LToSowouKJo> A ziex^  b o ^ \  
^A A loL cA r c<m. jLv\Sr p> (XMcb p a 4 e ^  J



Alaska State Legislature

Pouch V 
State Capitol

May 1, 1984 Juneau, Alaska 99811

Senator John Sackett 
Senator Don Bennett
Co-Chairmen, Senate Finance Committee 
Alaska State Legislature

Dear Senator Sackett and Senator Bennett:

The City of Petersburg, in rejecting the power sales 
agreements with the Alaska Power Authority, has placed a 
large and unnecessary fiscal liability upon the State of 
Alaska. Of the five communities to have originally been 
included in the Four Project Pool, Petersburg is now the 
only community, that after lengthy negotiations with the 
Power Authority, has elected not to assume their fair share 
of a financial obligation to which they had previously made 
a commitment.

Petersburg's failure co accept the State’s proposal is 
unfair to the State and the remaining four communities of 
Ketchikan, Wrangell, Kodiak and Valdez/Glennallen; of which, 
two are neighboring Southeast towns with similar economic 
interests and concerns. The irony is that Petersburg will 
undoubtedly realize only too late, that successful long-term 
generation of power from Lake Tyee will serve as a catalyst 
for economic growth and commercial development in the 
Wrangell area, while Petersburg's development could possibly 
fall behind. If this should occur, Petersburg will most 
likely turn <' j the State for financial assistance, including 
requesting reconsideration in purchasing power from Lake 
Tyee under the terms of the original offer.

In fairness to the other communities, the opportunity 
presently being offered should not be made available to 
Petersburg once they have made the decision not to accept.
It will be a hard lesson to learn for Petersburg, but one 
that is necessary when placed in a statewide perspective.
For the State to allow Petersburg to join the other four 
communities at any time in the future, at the same or more 
favorable terms, would be unfair. It would also be a poor 
precedent for the State to establish.

This year's legislature should consider ways in which any 
excess costs, incurred Dv the State as a re ult of 
Petersburg's refusal to sign long-term pow^r sales 
agreements, can be recovered from any future power sales to 
that City. This needs to be done in a way that the four



Senator Sackett and Senator Bennett 
May 1, 1984 
Page 2

participants who did enter into good faith negotiations and 
have accepted long-term agreements are not penalized. 
Measures must also be provided to deny State assistance in 
the event Petersburg should request funding for the 
construction of additional power projects to serve the City. 
In plain English, any major power development project 
similar to Tyee in the amount of electricity it would 
generate for the city of Petersburg may not be considered 
by the Legislature over the effective life-years of the Tyee 
project which is estimated for fifty years. But any 
electrical project of a maintenance nature for the current 
electrical generation relied upon by Petersburg should not 
be effected.

Until the unnecessary costs resulting from Petersburg's 
refusal to participate in Tyee are recovered, Petersburg 
should be held responsible, and not under any circumstance 
should they be given another opportunity at the same 
favorable terms and conditions; nor, should they be assisted 
in developing other generation capability. Unfortunately, 
they've shirked their duty at the expense of others and 
should not be allowed to benefit from their actions.

Sincerely,

Frank R. Ferguson 
Alaska State Senator

cc: Governor Sheffield
All Senators 
All House Members 
Mayor, City of Petersburg 
Larry Crawford, APA 
Ernie Haugen, Petersburg
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May 1, 1984

The Honorable Frank Ferguson 
Alaska State Senator 

Capitol Building 
Juneau, Alaska

Dear Senator Ferguson:

Thank you for including me in the circulation of your May 1, 1984, 
letter to Senators Sackett and Bennett regarding the City of 

Petersburg's rejection of a power sales agreement with the Alaska Power 
Authority.

While there is merit in some of your comments contained therein, there 
are compelling concerns not included in your letter which I feel neces­
sitate mentioning at this time.

Petersburg's "previously made commitment" to assume a financial obli­
gation in regard to the four dam p o d  was made in good faith on terms 
that no longer exist. I will state my reasons for believing as I do.

First and foremost, -.t was the APA that made the decision to expand the 
Tyee project beyond what was originally planned for the benefit of 
Juneau, thus causing substantial cost increases to the project. The 
citizens of Petersburg can hardly be held responsible for a decision 
which they did not make or participate in making.

Second, a fact which is never discussed is the existence of a fifth dam 
in the Alaska Power Authority pool -- the Sitka project -- which pres­
ently contributes to the overall financial obligation of the Authority. 
Granted, the cost has proved considerably less than the other projects 
managed by APA. Nonetheless, APA carries the Sitka project loan and, as 
such, the loan does in fact become part of the overall debt for which 
Petersburg would be partially responsible if the city signed a power 
sales agreement with APA.

I dare say neither of the above conditions were a part of the original 
long term plans under which Petersburg, or other cities for that matter, 
agreed to negotiate a power sales agreement with the State.

APA has been heavily criticized for its management practices in the 
past. These past management practices may have very heavily contributed

m a y  a  M M



The Honorable Frank Ferguson 
May 1, 1984 
Page Two

to the "large and unnecessary fiscal liability" to which your letter 
refers, and to which Petersburg should not be whipped into submission to 
accept, as your letter suggests, in light of the fact that the condi­
tions have changed considerably. Had APA not arbitrarily caused the 
cost over-runs, and had all conditions remained constant, then the State 
would be justified in imposing the sanctions which your letter suggests. 
However, the plain truth is that all conditions did not remain constant. 
There were unjustified cost over-runs, and any community would be 
considered fiscally irresponsible to roll over simply because APA said 
they must.

Justice would be better served if the State admitted the true problem; 
paid off the APA's debt, which the State can well afford tc do; and get 
on with encouraging the development of hydro power in every nook and 
cranny in this State. It's the best investment we can make with our 
non-renewable resource dollars.

cc: Governor Sheffield
All Senators 
All Representatives
Don Koenigs, Mayor, City of Petersburg
Larry Crawford, Executive Director, APA
Ernie Haugen, Former State Representative, Petersburg

Sincerely,

Mae Tischer 

State Representative

MT/sg



LETTER OF UNDERSTANDING

The negotiating team representing APA, Ketchikan, Copper Valley Electric 
Association, Kodiak Electric Association, Petersburg and Wrangell have 
agreed on the terms and conditions of a power sales agreement incorporating 
the following:

1. The written and oral understandings of the parties 

heretofore reached shall be placed in writing in 

agreed final form, and remaining comments of the parties 
will be mutually and expeditiously resolved and also 
incorporated in the agreement.

2. A rate stabilization fund shall be established as 

proposed in the communities' 17 point proposal

funded in part by a State appropriation of $49,000,000.

3. The system increment proposal of the communities

shall also be incorporated in such agreement.

We mutually recognize that certain statutory amendments are required to 
implement the agreements reached to date.

We expect to conclude draft 0 & M agreements and interconnection agree­
ments following a mutual review of proposed contract revisions.

We will recommend to our respective boards and councils that the agree­

ments be adopted and that we be authorized to execute them and to assist
in the steps necessary to complete the financing.

DATED , 1984

ALASKA POWER AUTHORITY 

By: _

COPPER VALLEY ELECTRIC ASSOCIATION

By A L L — - - y

KODIAK ELECTRIC ASSOCIATION

By _ J

CITY OF. PETERSBURG 

&By r#L.



A n c h o r a g e  C a u c u s  
R e s o l u t i o n  No. 4

W H E R E A S ,  t h e  A n c h o r a g e  C a u c u s  o f  t h e  A l a s k a  L e g i s l a t u r e  
is m a d e  u p  of 10 m e m b e r s  o f  t h e  S e n a t e  a n d  17 m e m b e r s  of  the 
H o u s e  o f  R e p r e s e n t a t i v e s  e l e c t e d  f r o m  A n c h o r a g e  A r e a  D i s­
tr i c t s  .

W H E R E A S , t h e r e  o c c a s i o n a l l y  a r i s e  m a t t e r s  o f  s p e c i a l  
c o n c e r n  to m e m b e r s  o f  the A n c h o r a g e  C a u c u s  a b o u t  w h i c h  the 
C a u c u s  w i s h e s  to  t a k e  a c o l l e c t i v e  p o s i t i o n  a n d  h a v e  t h a t  
p o s i t i o n  c o m m u n i c a t e d  to t h o s e  m o s t  c o n c e r n e d ;  a n d

W H E R E A S , o n e  s u c h  m a t t e r  is t h e  c o n s t r u c t i o n  o f  the 
S u s i t n a  H y d r o e l e c t r i c  P o w e r  P r o j e c t ;  a n d

W H E R E A S , the s i g n i f i c a n t  f a c t s  r e l a t i n g  to t h i s  p r o­
po s a l  are as follows:

(a) T h e  S u s i t n a  H y d r o e l e c t r i c  P o w e r  P r o j e c t  is 
one o f  the l a r g e s t  a n d  m o s t  s i g n i f i c a n t  p r o j e c t s  for 
t h e  S t a t e  of  A l a s k a  for t h e  r e m a i n d e r  o f  th i s  c entury, 
a n d

(b) The b e n e f i t s  a n d  c o n s e q u e n c e s  o f  the 
c o n s t r u c t i o n  o f  t h i s  p r o j e c t  are v i t a l  to t h e  c o n t i n u e d  
g r o w t h  and d e v e l o p m e n t  o f  t h e  c i t i z e n s  l i v i n g  in 
A l a s k a ' s  I n t e r i o r  a n d  S o u t h c e n t r a l  areas, a n d

(cl T h e  a m o u n t  a l r e a d v  s p e n t  on t h i s  P r o j e c t  is 
a p p r o a c h i n g  $ 1 0 0 , 0 0 0 , 0 0 0  w i t h  at l e a s t  5 3 0 , 0 0 0 , 0 0 0  m o r e  
b e i n g  b u d g e t e d  for t h e  c o m i n g  f i s c a l  year, and

(d) The c o n s t r u c t i o n  o f  t h e  P r o j e c t  is e s t i m a t e d  
b y  t h e  A l a s k a  P o w e r  A u t h o r i t y  to sa v e  o v e r  
$ 1 , 0 0 0 , 0 0 0 , 0 0 0  in c o s t s  t o  s u p p l y  the p o w e r  n e e d s
o f  Central. A l a s k a  w h e n  c o m p a r e d  w i t h  the l e a s t  
l e a s t  c o s t l y  a l t e r n a t i v e  m e t h o d  for m e e t i n g  t h e s e  
lower needs, and

(e) $460 m i l l i o n  h a s  b e e n  s p e n t  on t h e  " F o u r - D a m
P o ol" h y d r o e l e c t r i c  p r o j e c t s  in t h e  E n e r g y  P r o g r a m  for 
A l a s k a ,  w h i c h  s e r v e  less t h a n  10% o f  the S t a t e ' s  
p o p u l a t i o n ,  and

(f) T h i s  P r o j e c t  w i l l  d i r e c t l v  her*.;fit m o s t  o f  
th e  p o p u l a t i o n  o f  c.he S t a t e  o f  A l a s k a  a n d  w i l l  
i n d i r e c t l y  b e n e f i t  the r e m a i n i n g  p e o p l e  o f  the State, 
a n d

(g) T h e  A n c h o r a g e - F a i r b a n k s  i n t e r t i e  w i l l  be 
c o m p l e t e d  this y e a r  a n d  w i l l  b e  a b l e  to d i s t r i b u t e  
S u s i t n a  p o w e r  to 70% o f  A l a s k a ' s  c i t i z e n s , a n d  w i l l  be 
s u b s t a n t i a l l y  m o r e  u s e f u l  t h a n  if S u s i t n a  w e r e  not 
b u i l t ,  and



(h) T h e  A l a s k a  P o w e r  A u t h o r i t y ,  in i m p l e m e n t i n g  
t h e  E n e r g v  P r o g r a m  for A l a s k a ,  h a s  n e g o t i a t e d  p o w e r  
s a l e s  a g r e e m e n t s  for p o w e r  f r o m  t h e  f o u r  h y d r o e l e c t r i c  
p r o j e c t s ,  a n d  t h o s e  c o n t r a c t s  a r e  c o n d i t i o n a l  on  r e p e a l  
o f  the S u s i t n a  E q u i t y  C l a u s e .

N O W  T H E R E F O R E ,  R E  IT R E S O L V E D  t h a t  it is t h e  p o s i t i o n  
o f  t h e  A n c h o r a g e  C a u c u s  t h a t  t h e  S u s i t n a  H y d r o e l e c t r i c  P o w e r  
P r o j e c t  be  e x p e d i t e d  to t h e  u t m o s t  a n d  t h a t  the G o v e r n o r  of 
t h e  S t a t e  o f  A l a s k a ,  the P r e s i d e n t  o f  the S e n a t e ,  a n d  the 
S p e a k e r  of  t h e  H o u s e  of  R e p r e s e n t a t i v e s  u s e  the p o w e r  of 
t h e i r  o f f i c e s  to p r o v i d e  t h e  f u n d s  a n d  m a n p o w e r  to c o m p l e t e  
t h e  P r o j e c t  at t h e  e a r l i e s t  p o s s i b l e  date.

AND, B E  IT R E S O L V E D  t h e  m e m b e r s  o f  the A n c h o r a g e  
C a u c u s ,  to a d v a n c e  the u n i t y  o f  p u r p o s e  of all A l a s k a n s  in 
d e v e l o p i n g  the t o t a l  e l e c t r i c a l  p o w e r  p o t e n t i a l  of our 
State, w h i l e  i m p l e m e n t i n g  s a f e g u a r d s  t o  a s s u r e  c o n s t r u c t i o n  
of  a n e e d e d  a n d  f e a s i b l e  S u s i t n a  H y d r o  P r o j e c t ,  w i l l  a c c e d e  
to t h e  r e p e a l  of  t h e  S u s i t n a  E q u i t y  C l a u s e ,  o n l y  if funds 
for m a j o r  h y d r o e l e c t r i c  p r o j e c t s  a r e  c o n s t i t u t i o n a l l y  
a s s u r e d ,  S u s i t n a  is i n c l u d e d  in t h e  E n e r g y  P r o g r a m  for 
A l a s k a ,  a n d  m e m b e r s  o f  the e x i s t i n g " F o u r - D a m  Pool" are 
c o n t r a c t u a l l y  o b l i g a t e d  to t h e i r  p a r t i c i p a t i o n  in the 
p r o g r a m  t h r o u g h  e x e c u t e d  p o w e r  s a l e s  a g r e e m e n t s ,

B E  IT F U R T H E R  R E S O L V E D  t h a t  t h i s  R e s o l u t i o n  be d e­
li v e r e d  t o  the G o v e r n o r ,  the P r e s i d e n t  of t h e  S e n ate, a n d  
the S p e a k e r  o f  t h e  H o u s e  in o r d e r  to  i m p r e s s  u p o n  t h e m  the 
u r g e n c y  o f  the n e e d  for t h e  P r o j e c t  a n d  the u n i f i e d  n a t u r e  
of the s u p p o r t  and. b a c k i n g  for its e a r l y  c o m p l e t i o n .



S U S I T N A  E Q U I T Y  

F a c t :

1. 5260 m i l l i o n  in a r a n t s  has a l r e a d y  b e e n  a p p r o p r i a t e d  by the
s t a t e  for f o u r  dams;

P.. 5200 m i l l i o n  is d u e  on s h o r t - t e r m  n o t e s  in the n e x t  12
m o n t h s .

P o l i c y  D e c i s i o n : A  d e c i s i o n  is n e c e s s a r y  o n  the i n t e r i m
f i n a n c i n g  r e t i r e m e n t .

O p t i o n s :

1. P a y  o f f  the 5200 m i l l i o n  f r o m  g e n e r a l  funds a n d / o r  the 
U n d i s t r i b u t e d  I n c o m e  A c c o u n t  of t h e  P e r m a n e n t  Fund:

A. 4 d a m  c u s t o m e r s  w i l l  p a y  o p e r a t i o n s  a n d  m a i n t e n a n c e  
o n l y  to A l a s k a  P o w e r  A u t h o r i t y  w h i c h ,  in turn, is d e p o s i t e d  
i n t o  the G e n e r a l  ^ u n d  (state law a l l o w s  A P A  to c o l l e c t  o n l y  O & M  
a n d  d e b t  s e r v i c e ) ;

B. S u s i t n a  E q u i t y  c l a u s e  r e m a i n s  intact;

C. N o  a d d i t i o n a l  r e v e n u e s  a r e  g e n e r a t e d  into the G e n e r a l  
Bund, e x c e p t  o p e r a t i o n s  and m a i n t e n a n c e .

2. P a v  o f f  t h e  5200 m i l l i o n  w i t h  l o n g  t e r m  b o nding:

A. 4 d a m  c u s t o m e r s  w i l l  oav O & M  a n d  d e b t  s e r v i c e  to A P A  
w h i c h  is d e p o s i t e d  i n t o  the G e n e r a l  Fund;

B. A d d i t i o n a l  r e v e n u e s  are q e n e r a t e d  for t h e  A l a s k a  P o w e r  
A u t h o r i t y  t o  r e t i r e  f u t u r e  a d d e d  debt, for p r o j e c t s  a d d e d  to 
t h e  E n e r g y  Pro g r a m .

C. D a m s  w i l l  b e  f u l l y  f i n a n c e d  w i t h o u t  a d d i t i o n a l  G e n e r a l  . 
F u n d  m o n i e s ;

D. C r e a t e s  a " b o n d i n g  base" to a d d  o t h e r  p r o j e c t s  eg. 
B r a d l e y  L a k e  and Susitna;

E. F o r  30 to  35 y e a r  b o n d s  w i t h  a 50 y e a r  p o w e r  s ales 
a g r e e m e n t  m e a n s  4 d a m  c u s t o m e r s  w i l l  b e  p a y i n g  o f f  the b o n d e d  
i n d e b t e d n e s s  o f  n e w  p r o j e c t s  —  b y  p a y i n g  d e b t  ser v i c e ,  w i l l  
h e l p  p a y  for o t h e r  p r o j e c t s .

F. L e v e r a g e s  the s t a t e ' s  e q u i t y  i n t o  l a r g e r  a m o u n t  o f  
p o w e r  d e v e l o p m e n t ;

G. R e m o v e s  the S u s i t n a  E q u i t y  c l a u s e  to i n s u r e  p o w e r  s a l e s  
a g r e e m e n t s

H. C a n  k e e p  the S u s i t n a  E q u i t y  c l a u s e  i n t a c t  w h i c h  w i l l  
p r o v i d e  m o r e  c o s t l y  long terra f i n a n c i n g ,  b u t  c o m m u n i t i e s  w i l l  
n o t  v o l u n t a r i l y  e x e c u t e  p o w e r  s a l e s  a g r e e m e n t s  w i t h  t h e  c l a u s e  
in place.



P A T E  S T A B I L I Z A T I O N  F U N D

P o l i c y  D e c i s i o n :

T*Jhy $35 m i l l i o n  o r  $49 m i l l i o n ?

F a c t ;

A 13A  w a n t s  n o w e r  s a l e s  a g r e e m e n t s  to b o t h  p r o t e c t  a n d  r e a l i z e  a 
r e t u r n  on  $460 m i l l i o n  ($260 m i l l i o n  a p p r o p r i a t e d  a n d  $200 
m i l l i o n  debt). A P A ' s  g o a l  is to h a v e  p o w e r  sale a g r e e m e n t s  
t h a t  p r o v i d e  h y d r o  p o w e r  at n o  h i g h e r  c o s t  t h a n  the b e s t  
t h e r m a l  a l t e r n a t i v e  in t h o s e  c o m m u n i t i e s .

W h v  $35 M i l l i o n ?

B a s e d  on c o m p u t e r  a n a l y s i s  o f  lo a d  f o r e c a s t s ,  $35 m i l l i o n  croes 
to the b a n k  for a R a t e  S t a b i l i z a t i o n  Fund. A P A  w i l l  b o r r o w  an 
a d d i t i o n a l  $12 m i l l i o n  ( maximum a l l o w e d  b v  f e d e r a l  law) for a 
t o t a l  o f  $47 m i l l i o n  in the b a n k  w h i c h  w i l l  b e  u s e d  to 
s u b s i d i z e  e a c h  ra t e  p a y e r  so t h a t  t h e i r  e l e c t r i c i t y  e q u a l s  the 
p r o i e c t e d  c o s t  o f  the t h e r m a l  a l t e r n a t i v e .

W h v  $49 m i l l i o n ?

T h e  a d d i t i o n a l  $14 m i l l i o n  w i l l  m a k e  the r a t e  payers' e l e c t r i c­
ity a p p r o x i m a t e l y  1 1/2C l o wer t h a n  t h e r m a l  a l t e r n a t i v e .

S u s i t n a  E q u i t y  C l a u s e  n o t  i n v o l v e d  in this d i a l o g u e  -- the Rate 
S t a b i l i z a t i o n  F u n d  is d e m a n d e d  b v  t h e  4 d a m  c o m m u n i t i e s .

4 D A M  P O O L  P R I C E  OF P O W E R  C O M P U T A T I O N

C o s t  o f  O & M  and I n s p e c t i o n s
+

D e b t  S e r v i c e

X
j  j,

less R a t e  S t a b i l i z a t i o n  F u n d  (state s u b s i d y  to b a l a n c e  
t h e r m a l  a l t e r n a t i v e )

X - R a t e  S t a b i l i z a t i o n  F u n d  = c o s t  of  e l e c t r i c i t y  4 d a m  pool



P O L I C Y  D E C I S I O N :  C o n s t i t u t i o n a l  A m e n d m e n t

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

1. A l l o w s  a d e d i c a t e d  fund ( e s t a b l i s h i n g  an i n c o m e  s t r e a m  
c o n s i s t i n g  o f  10% of  the t o t a l  r e v e n u e s  g e n e r a t e d  f r o m  
n o n - r e n e w a b l e  res o u r c e s )  for s p e c i f i c  p u r p o s e s  w h i c h  are 
r e v e n u e  g e n e r a t i n g  a n d  are t h e r e f o r e  o a i d  b a c k .

Pr o s

M a k e s  S u s i t n a  e a s i e r  to  build:

A. By  p r o v i d i n g  a s o u r c e  o f  i n c o m e  for p r o i e e t s  m e e t i n g
s p e c i f i c  c r i t e r i a  (for ex a m p l e ,  1 . 2 b i l l i o n  h a s  b e e n
a p p r o p r i a t e d  for c a p i t a l  p r o i e e t s  th i s  v e a r  o f  w h i c h  n o n e  is 
for hvdro)

B. C a n  be  w r i t t e n  to be  b i a s e d  t o w a r d s  S u s i t n a
C. A v o i d s  the s p e n d i n g  l imit b e c a u s e  it w o u l d  be 

r e s t r i c t e d  r e v e n u e s
D. I s o l a t e s  a r e v e n u e  s t r e a m  c o n s i s t i n g  of  m o n e v  f r o m  b o t h  

the L e g i s l a t u r e  and t h e  G o v e r n o r
E. M a k e s  b u i l d i n g  S u s i t n a  less p o l i t i c a l  y e a r  a f t e r  y e a r
F. M o n e v  w o u l d  b e  p a i d  b a c k  b y  fu t u r e  g e n e r a t i o n s  of

A l a s k a n s
G. I s o l a t e s  a b l o c k  of m o n e y  for h y d r o  c o n s t r u c t i o n .

Co n

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

2 . P o w e r  C o s t  A s s i s t a n c e  C l a u s e  w h i c h  w i l l  m a k e  it p o s s i b l e  to 
get r e a s o n a b l e  p o w e r  c o s t  in r u r a l  A l a s k a .

A. N e e d e d  for r u r a l  s u p p o r t  o f  the a m e n d m e n t
B. L o c k s  t h e  e x i s t i n g  P o w e r  C o s t  A s s i s t a n c e  s t a t u t e  in t o  

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

p r i a t i o n  l e vel

3. $ 1 0 0 , 0 0 0 . 0  t h r e s h o l d  for p r o j e c t s .



C U R R E N T  S T A T U T O R Y  P R O V I S I O N S

U n d e r  e x i s t i n g  s t a t u t e s ,  the f o l l o w i n g  a l t e r n a t i v e s  are 
p o s s i b l e :

1. A u t h o r i z e  S u s i t n a  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  (no 
o t h e r  h v d r o  p r o j e c t s  are c u r r e n t l y  a u t h o r i z e d  and funded.).

T h i s  c o m m i t s  t h e  s t a t e  to b u i l d i n g  S u s i t n a  (also r e q u i r e s  O M B  
revi e w ,  p o w e r  s a les a g r e e m e n t s ,  e c o n o m i c  f e a s i b i l i t v  a n a l y s i s ,  
FF.RC l i c e n s e s .  It, h o w e v e r ,  c l a r i f i e s  the c o m m i t m e n t  to th i s  
p r o c e s s ) .

2. P o w e r  D e v e l o p m e n t  F u n d . T h i s  is a s t a t e  a c c o u n t  for 
b u i l d i n g  h y d r o  p r o j e c t s  ( a p p r o p r i a t i o n s  for t h e  4 d a m  p o o l  a n d  
i n t e r t i e  h a v e  a l r e a d v  b e e n  d e p o s i t e d  in t o  the f u n d ) .

O p t i o n : I p p r o p r i a t e  m o n e y  in t o  P o w e r  D e v e l o p m e n t  ^ u n d  cor
b u i l d i n g  S u s i t n a  w h i c h  w i l l  b e g i n  b u i l d i n g  t h e  e g u i t v  n e e d e d  to 
m a k e  e l e c t r i c i t y  e c o n o m i c a l l y  v i a b l e  for c o n s u m e r s .  Tt w i l l  
a l s o  m a k e  p o s s i b l e  a c o m b i n a t i o n  o f  l o n g  t e r m  b o n d i n g  a n d  s tate 
e q u i t y  (by l e g i s l a t i v e  a p p r o p r i a t i o n ) .

Fo r  e x a m p l e , the L e g i s l a t u r e  c o u l d  a u t h o r i z e  a d e p o s i t  o f  $1.5 
b i l l i o n  i n t o  the P o w e r  D e v e l o p m e n t  F u n d  and i m m e d i a t e l y  
a u t h o r i z e  the a p p r o p r i a t i o n  of  $200 m i l l i o n  f r o m  the G e n e r a l  
Fund. T h i s  w o u l d  be s i m i l a r  to t h e  c u r r e n t  d e p o s i t  a r r a n q e m e n t  
for c o n t r i b u t i o n s  into the P e r m a n e n t  Fund.



§ 44.83.300 S t a t e  G o v e r n m e n t S 44.83.320

A rtic le  7. S u s i tn a  R iv e r  H y d r o e le c t r ic  P ro je c t .
Section
300. D escrip tion  o f pro ject 
310 . P u rp o se  o f pro ject 
320. P re lim in a ry  rep o rts

S e c tio n
340. A n n u a l re p o rt
350. L eg is la tiv e  a n d  ex ecu tiv e  o v ersig h t
360. P ro jec t fin an c in g

325. R estric tio n s on c o n tra c tin g  
330 . C o n stru c tio n , m a in te n a n c e  and  o p e r­

a tio n  o f project

Sec. 44.83.300. D e sc r ip t io n  o f  p ro je c t .  The Susitna River 
hydroelectric project consists of dams and related reservoirs, and power 
p lan ts  located in the Upper Susitna  River Basin, and related 
transmission lines, facilities, and load centers, as described in the 
A laska Power Authority’s report required by AS 44.83.320(b). (§ 2 ch 
169 SLA 1980)

Sec. 44.83.310. P u r p o s e  o f  p ro je c t .  The prim ary purpose of the 
Susitna  River hydroelectric project is to generate, transm it  and distr ib­
ute electric power in a m anner which will

(1) minimize m arke t area  electrical power costs;
(2) minimize adverse environm ental and social impacts while 

enhancing environmental values to the ex ten t possible; and
(3) safeguard both life and property. (§ 2 ch 169 SLA 19S0)

Sec. 44.83.320. P re l im in a ry  r e p o r t s ,  (a) By March 30, 1981, the 
au thority  shall prepare and suLmit to the governor and to the 
legislature a preliminary report recommending whether work should 
continue on the Susitna  River hydroelectric project, and, if the 
recommendation is to continue on the project, the  report shall explain 
in detail

(1) economic evaluations and prelim inary environmental impact 
assessments for the Susitna  River hydroelectric project and all viable 
alternatives;

(2) the  federal and sta te  permits required to be obtained before 
construction can begin and the expected construction s ta r t  date; and

(3) any other information the au thority  considers appropriate or 
necessary to adequately inform the governor and the legislature of the 
s ta tus  of the Susitna River hydroelectric project.

(b) By April 30, 1982, the authority  shall prepare and subm it to the 
governor and to the legislature a prelim inary  report recommending 
w hether  work should continue on the Susitna  River hydroelectric 
project, and other viable alternatives, If the recommendation is to 
continue on the Susitna River hydroelectric project, the report shall 
explain in detail

(1) the proposed conceptual design and phases of construction of the 
Susitna  River hydroelectric project;

(2) the expected completion date of each phase of construction:

- 35 -



*3̂  the expected cost of each phase of construction: 
r  *4) the costs to the s ta te  and consumers of the project under

V . v a lte rna tive  methods of project financing, including revenue bonds, gen*
eral obligation bonds, and general fund appropriations: and

(5) any o ther information the au thority  considers appropriate  or 
necessary to adequately  inform the governor and the legislature of the 
s ta tu s  of the Susitna  River hydroelectric project.

(c) The prelim inary reports required under (a) and (b) of this section 
a re  in addition to any reports required under AS 44.83.ISO —

. 44.83.224. (8 2 ch 169 SLA 1980)

Sec. 44.83.325. R e s t r ic t io n s  on  c o n t r a c t in g .  The au thority  m a y  
not en te r  into contracts under  AS 44.S3.300 — 44.83.360 other than 
those contracts necessary to complete (1) feasibility studies. (2) the 
preliminary reports required by AS 44.83.320, or (3) construction of the 
Anchorage-Fairbanks in tertie, until the legislature approves by law 
the preliminary report required under AS 44.83.320(b). (8 2 ch 169 
SLA 1980)

E d i t o r ’s  n o te .  — Section  21, ch. 133, com ple ted  before a c tu a l co n stru c tio n  of th e
SL A  1982, prov ides: " N o tw ith s ta n d in g  th e  S u s itn a  R iv er h y d ro e lec tric  pro ject, de­
p ro v isio n s o f AS 44 .83 .325 , th e  A la sk a  scribed  in A S 44 .83 .300 , m ay beg in . T h is
P o w er A u th o rity  m ay  e n te r  in to  c o n tra c ts  sec tio n  docs no t au th o rize  th e  A la sk a
u n d e r  A S 44 .83.300 —  44 .83 .360  for pre- P ow er a u th o r i ty  to  e n te r  in to  c o n tra c ts  lor
lim in a ry  w ork w ith o u t th e  ap p ro v al th e  a c tu a l co n stru c tio n  of th e  S u s itn a
re q u ire d  by AS 44 .83.325. In  th is  sec tio n . R iv er h y d ro e lec tr ic  pro ject or for th e  prep-
'p re lim in a ry  w ork ' m ean s th e  p re p a ra tio n  a ra t io n  o f  th e  s i te  of th e  S u s itn a  R iver
o f p lan s  an d  s tu d ie s  an d  th e  p re p a ra tio n  h y d ro e lec tric  p ro jec t w ith o u t th e  approval
a n d  su bm ission  o f license  ap p lic a tio n s , a s  re q u ire d  by AS 44.83 .325 ."
w ell a s  o th e r  I v d c s  of w ork , th a t  m u s t be

Sec. 44.83.330. C o n s t ru c t io n ,  m a in te n a n c e  a n d  o p e ra t io n  o f  
p ro je c t .  Within one year after approval of its preliminary report 
submitted under AS 44.83.320(b), the au thority  may enter into a 
contract for the construction of the Susitna River hydroelectric project 
in a m anner consistent with the purpose of the project as described in 
AS 44.83.310. (8 2 ch 169 SLA 1980)

Sec. 44.83.340. A n n u a l  re p o r t ,  (a) If the Susitna River 
hydroelectric project is approved by the legislature under AS 
44.83.320(d), beginning in 1983 the au thority  shall prepare an annual 
report which explains in c ‘tail

(1) the sta tus  of const* jction on the Susitna  River hydroelectric 
project;

(2) the completion date of any phase of the  Susitna River 
hydroelectric project which has been completed and the reasons for any 
deviation between the completion date and the expected completion 
date  stated in the prelim inary report required under AS 44.83.320(b);

(3) the actual cost of any phase of the Susitna River hvdroelectr ,c 
project which has been completed and the reasons for any deviation 
between t le actual cost and the expected cost s tated in the preliminary 
report req aired under AS 44.S3.320(b);

(4) the federal and s ta te  permits necessary to begin or continue 
construction of the Susitna  River hydroelectric project, the actual dates 
on which the federal and s ta te  permits necessary to begin or continue 
construction were obtained, and the reasons for any deviation between 
the actual dates and the expected dates s tated in the preliminary 
report required under AS 44.83.320(ai or in the earl ie r  annual reports 
required under this section;

§ 44.83.325 A l a s k a  S t a t u t e s  8 44.83.340

- /
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§ 44.83.350 S t a t e  G o v e r n m e n t  5 44.83.360

(5) any other information the au thority  considers appropriate or 
necessary to adequately inform the governor and the legislature of the 
s ta tu s  of the Susitna River hydroelectric project.

(b) The annual report required under (a) of this section is in addition 
to any reports required under AS 44.83.180 — 44.83.224 and shall be 
submitted, by March 30 of each year, to the governor and to each 
m em ber of the legislature. (§ 2 ch 169 SLA 1980)

Sec. 44.83.350. L eg is la t ive  a n d  e x e c u t iv e  o v e rs ig h t .  The 
legislature or the governor m ay provide for ongoing oversight, review 
and  selected in-depth analysis of the Susitna  River hydroelectric 
project plan of study. The au thority  shall provide all data, analyses, 
reports, and other information to whomever conducts the oversight, 
review, or analysis activities. Selected in-depth analyses shall include 
assessments of the power alternatives, financing, and power m arketing 
sections of the Susitna  River hydroelectric project plan of studv. (S 2 ch 
169 SLA 1980)

Sec. 44.83.360. P r o je c t  f in a n c in g .  The Susitna River 
hydroelectric project shall be financed by general fund appropriations, 
general obligation bonds, revenue bonds, or o ther plans of finance as 
approved by the legislature. (§ 2 ch 169 SLA 19S0)

A rtic le  8. R u ra l  E le c t r i f ic a t io n  R e v o lv in g  L o a n  F u n d .  
S e c tio n
361 . R u ra l e lec trifica tio n  rev o lv in g  loan 

fund
363. Loan advisory  co m m ittee

Sec. -14.83.361. R u r a l  e le c t r i f ic a t io n  rev o lv in g  loan  f u r d .  (a) 
The rural electrification revolving loan fund is established in the 
Alaska Power Authority. The fund consists of

(1) aoDroDriations made to the fund; and
AS 46.33.361(a)(2) Is amended co read: , .

\*> • this sec­
tion. ^  principal IARD INTEREST) pavmenca on loans made under

(b) The authority  may m ake loans from the rural electrification 
revolving loan fund to electric utilities certified by the Alaska Public 
Utilities Commission. A loan from the fund may be made only for the 
purpose of extending new electric service into an  area of the state  that  
an electric utility may serve under a certificate of public convenience 
and necessity issued by the Alaska Public Utilities Commission. A loan 
may be made from the fund to an electric u tility  if the utility invests 
the money necessary to provide one pole, one span of line, one 
transformer, and one service drop for each consumer for whom immedi­
a te service would be provided by the extension of electric service. How­
ever, a loan may not be made from the fund unless

(1) the loan is recommended by a loan advisory committee appointed 
under AS 44.83.363; and 

12) the extension of electric service would provide immediate service 
to a t  least three consumers.
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IN THE HOUSE BY THE RESOURCES COMMITTEE 

CS FOR HOUSE BILL NO. 589 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the Alaska Power Authority; and

providing for an effective date."

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

* Section 1. AS 44.83.398(a) is amended to read:

(a) The authority shall sell power produced from power projects 

acquired or constructed under the energy program for Alaska. For 

purposes of this section, Lake Tyee, Swan Lake, Solomon Gulch, and 

Terror Lake hydroelectric facilities are considered to be one power 

project. This power project is referred to as the initial project [A

UTILITY THAT PURCHASES POWER PRODUCED BY A POWER PROJECT OF THE AU­

THORITY SHALL AGREE WITH THE AUTHORITY

(1) TO GIVE PREFERENCE IN THE SALE OF POWER AT RETAIL TO 

ALL CLASSES OF CONSUMERS OF POWER EXCEPT INDUSTRIAL CONSUMERS;

(2) TO CHARGE INDUSTRIAL CONSUMERS OF PCJER A RATE DE­

TERMINED BY THE AUTHORITY IN ACCORDANCE WITH (d) OF THIS SECTION].

* Sec. 2. AS 44.83.398(b) is amended to read:

(b) The authority shall establish a wholesale power '.'rite struc­

ture applicable to sales of power to the [its] customers [AT THE 

BUSBAR] of a power project as follows:

(1) The authority shall establish and maintain a separate

wholesale power rate applicable to each power project that it has 

acquired or constructed under the energy program for Alaska, other 

than a project described in (f) of this section. The wholesale power 

rate established by the authority for the initial project must be a

-1- CSHB 5 8 9 (Res)



rate calculated uiider this paragraph except that the portion of the

rate applicable to (A) and (C) of this paragraph must be adjusted for 

the hydroelectric facilities in the initial project as set out in (3) 

of this subsection. The wholesale power rate shall be computed by the 

authority annually, or more frequently as may be necessary, and shall 

equal the rate that the authority estimates is necessary to produce 

revenue that is sufficient to pay

(A) operation, maintenance, and equipment replacement 

costs of the power project;

(B) the power project's proportionate share of the 

debt service on state loans and bonds for all power projects in 

the energy program for Alaska, determined in accordance with (g/ 

of this section;

(C) safety inspections and investigations of the power 

project by the authority.

[(2) IF, BY JULY, 1, 1991, THE LEGISLATURE HAS NOT APPRO­

PRIATED AT LEAST $5,000,000,000 TO THE FUND, IN ADDITION TO APPRO­

PRIATIONS TO THE FUND OF INTEREST EARNED ON MONEY IN THE FUND, THE 

AUTHORITY SHALL, BEGINNING ON THAT DATE, ESTABLISH AND MAINTAIN A 

SEPARATE WHOLESALE POWER RATE APPLICABLE TO EACH POWER PROJECT THAT IS 

ACQUIRED OR CONSTRUCTED UNDER THE ENERGY PROGRAM FOR ALASKA. THE 

WHOLESALE POWER RATE SHALL BE COMPUTED BY THE AUTHORITY ANNUALLY, OR 

MORE FREQUENTLY AS MAY BE.NECESSARY, AND SHALL BE THE GREATER OF

(A) 10 PERCENT OF THE AIL UNT THE AUTHORITY HAS INVEST­

ED IN THE POWER PROJECT, INCLUDING LOANS AND GRANTS MADE BY THE 

STATE; OR

(B) THE R/.E THAT THE AUTHORITY ESTIMATES IS NECESSARY 

TO PRODUCE REVENUE SUFFICIENT TO PAY

(i) OPERATION, MAINTENANCE, AND EQUIPMENT 

CSHB 589(Res) -2-



REPLACEMENT COSTS OF THE POWER PROJECT;

(ii) THE POWER PROJECT'S PROPORTIONATE SHARE OF

DEBT SERVICE ON STATE LOANS AND BONDS FOR ALL POWER PROJECTS 

IN THE ENERGY PROGRAM FOR ALASKA, DETERMINED IN ACCORDANCE 

WITH (g) OF THIS SECTION; AND

(iii) SAFETY INSPECTIONS AND INVESTIGATIONS OF THE 

POWER PROJECT BY THE AUTHORITY.]

(3) For the purpose of determining amounts to be allocated

to each hydroelectric facility in the initial project under (1)(A) and

(1)(C) of this subsection, the authority shall determine for each

hydroelectric facility its individual operation, maintenance, equip­

ment replacement, safety inspection, and investigation costs.

* Sec. 3. AS 44.83.398(e) is amended to read;

(e) After determining the wholesale power rate for a power 

project under the provisions of this section, the authority may adjust 

the rate or change the rate provisions to insure that the revenue 

derived from that power project and the aggregate revenues of the 

authority will be adequate to comply with the rate covenants and other 

agreements contained in any trust indenture or trust agreement entered 

into by the authority for the security of the holders of bonds issued 

to finance power projects in the Energy Program for Alaska. The 

authority may agree with a purchaser of power to limit rate increases 

caused by debt service payable by the authority on subsequent proj­

ects .

* Sec. 4. AS 44.83.398(g) is amended to read:

(g) For the purposes of (b)(1)(B) [AND (b) (2) (B) (ii) ] of this 

section, a power project's proportionate share of debt service on 

state loans and bonds for all power projects in the energy program for 

Alaska is equal to the state's investment in the power project divided

-3- CSHB 589(Res)



by the state's investment in all power projects in the energy program 

for Alaska and multiplied by the debt service on state loans and bonds 

for all power projects in the energy program for Alaska. In this 

subsection

(1) "state's investment in the power project" includes all 

state money invested in a power project, including loans, grants, and 

proceeds from bonds, less the principal repayments on the project's 

proportionate share of the debt service on state loans and bonds;

(2) "state's investment in all power projects in the energy 

program for Alaska" includes all state money invested in the power 

projects, other than interties, in the energy program for Alaska,

including loans, grants, and proceeds from bjnds, less the principal 

repayments on bonds and state loans issued for the power projects.

* Sec. 5. AS 44.83.398(d) is repealed.

* Sec. 6. The Bradley Lake hydroelectric project is approved as a state

project in the energy program for Alaska.

* Sec. 7. The Susitna hydroelectric project is approved as a state

project in the energy program for Alaska.
f

* Sec. 8. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).

CSHB 589(Res) -4-
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$275,000,000

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

CS FOR HOUSE BILL NO. 6 84(Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act making a special appropriation to the Alaska

Power Authority; and providing for an effective 

date."

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

* Section 1. The sum of $49,000,000 is appropriated from the general 

fund to the Alaska Pcwer Authority for the purpose of rate stabilization in 

accordance with the terms of power sales agreements and bond covenants for

the issuance of revenue bonds for the Lake Tyee, Swan Lake, Terror Lake,

and Solomon Gulch hydroelectric facilities.

* Sec. 2. The sum of $200,000,000 is appropriated from the general fund

to the power development fund for the purpose of financing the Watana Dam

phase of the Susitna hydroelectric project.

* Sec. 3. The sum of $26,000,000 is appropriated from the general fund

for the power cost assistance program.

* Sec. 4. The appropriations made in secs. 1 - 3 of this Act are not

one-year appropriations and do not lapse under AS 37.25.010.

* Sec. 5. This Act takes effect immediately in accordance with AS 01.-

10.070(c).
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IN THE HOUSE BY THE RESOURCES COMMITTEE

CS FOR HOUSE JOINT RESOLUTION NO. 57 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALA SICA 

THIRTEENTH LEGISLATURE - SECOND SESSION

Proposing an amendment to the Constitu­

tion of the State of Alaska creating a

fund to provide a source of financing

for capital projects.

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

* Section 1. Article IX, Constitution of the State of Alaska, is amend­

ed by adding a new section to read:

SECTION 17. MAJOR PROJECTS FUND. (a) There is created in the 

State treasury a major projects fund. The purpose of the major proj­

ects fund is to finance the construction of capital projects that 

exceed $100,000,000 in cost. The unexpended balance of the fund shall 

be invested in the manner specified in section 16 of this article for 

the genera] fund. The major projects fund consists of

(1) an annual deposit of 25 percent of state revenue earned

during the period beginning July 1, 1985, and ending November 30,

1990, from the following sources:

(A) mineral lease rentals;

(B) royalties;

(C) royalty sale proceeds;

(D,) federal mineral revenue-sharing payments; and

(E) state bonuses;

(2) interest earned each fiscal year from investment of 

money in the major projects fund;

(3) revenue dedicated to the major projects fund in accor­

dance with (c) of this section; and

- 1 - C S H J R  5 7 (Res)
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(4) appropriations made by the legislature to the major

projects fund.

(b) Money shall not be expended from the major projects fund for 

a capital project unless

(1) the expenditure is in accordance with an appropriation 

bill passed by the legislature;

(2) a plan for financing the project has been approved by 

the governor and the legislature that identifies the source of all

money necessary to complete construction of the project;

(3) the capital project is estimated to earn enough revenue

during the useful life of the project to pay the costs of operations

and maintenance of the project and to repay the money appropriated 

from the major projects fund and other money to finance the project; 

and

(4) the capital project is owned by the state.

(c) The legislature shall dedicate by law oufficient revenue 

earned by a capital project financed by the major projects fund so 

that the amount expended from the fund to finance the project is re­

paid during the useful life of the project.

(d) The legislature may appropriate revenue dedicated under this 

section to meet a state of disaster declared by the governor as pre­

scribed by law.

* Sec. 2. Article IX, sec. 7, Constitution of the State of Alaska is 

amended to read:

SECTION 7. DEDICATED FUNDS. The proceeds of any state tax or 

license shall not be dedicated to any special purpose, except as pro­

vided in sections [SECTION] 15 and 17 of this article or when required 

by the federal government for state participation in federal programs. 

This provision shall not prohibit the continuance of any dedication 

CSHJR 5 7 (Res) -2-

a — — m  i r — — —— — —



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

for s p e c i a l  p u i p o c oe? e x i s t i n g  u p o n  the d a t e  o f  r a t i f i c a t i o n  o f  this 

s e c t i o n  by  the p e o p l e  of A l a ska.

* Sec. 3. A r t i c l e  IX, sec. 16, C o n s t i t u t i o n  o f  the S t a t e  of  A l a s k a  is 

a m e n d e d  to read:

S E C T I O N  16. A P P R O P R I A T I O N  LIM I T .  E x c e p t  for a p p r o p r i a t i o n s  for 

A l a s k a  p e r m a n e n t  f u n d  d i v i d e n d s ,  a p p r o p r i a t i o n s  f r o m  the m a j o r  p r o j­

ects  fund e s t a b l i s h e d  b y  s e c t i o n  17 o f  this a r t i c l e ,  a p p r o p r i a t i o n s  of 

r e v e n u e  b o n d  p r o c e e d ^ ,  a p p r o p r i a t i o n s  r e q u i r e d  to p a y  the p r i n c i p a l  

a n d  i n t e r e s t  on g e n e r a l  o b l i g a t i o n  bonds, a n d  a p p r o p r i a t i o n s  o f  m o n e y  

r e c e i v e d  f r o m  an n o n - S t a t e  s o u r c e  in trust for a s p e c i f i c  p u r p o s e ,  i n­

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

S t a t e  that i s s u e s  r e v e n u e  b o n d s ,  a p p r o p r i a t i o n s  f r o m  the t r e a s u r y  m a d e  

for a f i s c a l  y e a r  s h a l l  n o t  e x c e e d  $ 2 , 5 0 0 , 0 0 3 , 0 0 0  b y  m o r e  t h a n  the 

c u m u l a t i v e  change, d e r i v e d  f r o m  f e d e r a l  i n d i c e s  as p r e s c r i b e d  b y  law, 

in p o p u l a t i o n  and i n f l a t i o n  s i n c e  J u l y  1, 1981. W i t h i n  this limit, at 

l e ast o n e - t h i r d  s h a l l  be r e s e r v e d  for c a p i t a l  p r o j e c t s  a n d  lo a n  a p p r o­

pri a t i o n s .  T h e  l e g i s l a t u r e  m a y  e x c e e d  this l i m i t  in b i l l s  for a p p r o­

pr i a t i o n s  to the A l a s k a  p e r m a n e n t  f u n d  a n d  in b i l l s  for a p p r o p r i a t i o n s  

for c a p i t a l  p r o j e c t s ,  w h e t h e r  o f  b o n d  p r o c e e d s  or o t h e r w i s e ,  if e a c h  

b i l l  is a p p r o v e d  b y  t h e  g o v e r n o r ,  or p a s s e d  b y  a f f i r m a t i v e  v o t e  of 

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

veto, or b e c o m e s  l a w  w i t h o u t  s i g n a t u r e ,  a n d  is a l s o  a p p r o v e d  b y  the 

v o t e r s  as p r e s c r i b e d  b y  law. E a c h  b i l l  for a p p r o p r i a t i o n s  for c a p i t a l  

p r o j e c t s  in e x c e s s  o f  the l i m i t  s h a l l  b e  c o n f i n e d  to c a p i t a l  p r o j e c t s

o f  the same type, a n d  the v o t e r s  shall, as p r o v i d e d  b y  law, b e  i n­

f o r m e d  o f  the co s t  o f  o p e r a t i o n s  a n d  m a i n t e n a n c e  o f  the c a p i t a l  p r o j­

ects. No o t h e r  a p p r o p r i a t i o n  in e x c e s s  o f  this l i m i t  m a y  b e  m a d e  e x ­

cept  to m e e t  a s t a t e  of  d i s a s t e r  d e c l a r e d  b y  the g o v e r n o r  as p r e­

s c r i b e d  b y  law. T h e  g o v e r n o r  s h a l l  c a u s e  a n y  u n e x p e n d e d  and

-3- C S H J R  5 7 (Res)



unappropriated balance to be invested so as to yield competitive 

market rates to the treasury.

* Sec. 4. Article IX, sec. 17(a), Constitution of the State of Alaska, 

is amended to read:

SECTION 17. MAJOR PROJECTS FUND. (a) There is created in the 

State treasury a major projects fund. The purpose of the major proj­

ects fund is to finance the construction of capital projects which 

exceed $100,000,000 v* cost. The unexpended balance of the the fund 

shall be invested in the manner specified in section 16 of this 

article for the general fund. The major projects fund consists of

(1) an annual deposit of 25 percent of state “evenue earned 

after [DURING THE PERIOD BEGINNING] July 1, 1985 [, AND ENDING NOVEM­

BER 30, 1990,] from tne following sources:

(A) m i n e r a l  l e a s e  rentals;

(B) r o y a l t i e s ;

(C) royalty sale proceeds;

(D) federal mineral revenue-snaring payments;

».E) state bonuses;

(2) interest earned each fiscal year from investment of 

money in the major projects fundj and

(3) revenue dedicated to the major projects fund in accor­

dance with (c) of this section; and

(4) appropriations made by the legislature to the Major 

Projects Fund.

* Sec. 5. Article XV, Sec. 17(a), Constitution of the State of Alaska 

is amended by adding a new section to read:

Section 29. EXTENSION OF CONTRIBUTION TO MAJOR PROJECT FUND. If 

the 1984 amendment creating the major projects fund (Article IX, 

section 17) is adopted, the lieutenant governor shall cause, a ballon 

CSKJR 5 7 (Res) -4-
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t i t l e  a n d  p r o p o s i t i o n  f o r  A r t i c l e  IX, s e c t i o n  17(a), as a m e n d e d  in 

s e c t i o n  1 o f  this r e s o l u t i o n  to b e  p l a c e d  on the b a l l o t  at the g e n e r a l  

e l e c t i o n  in 1990. If a m a j o r i t y  o f  t h o s e  v o t i n g  o n  the p r o p o s i t i o n  in 

1990 a p p r o v e s  the a m e n d m e n t ,  it s h a l l  b e  a d opted.

* Sec. 6. T h e  a m e n d m e n t s  p r o p o s e d  b y  this r e s o l u t i o n  s hall b e  p l a c e d  

b e f o r e  the v o t e r s  o f  the s t a t e  at the n e x t  g e n e r a l  e l e c t i o n  in c o n f o r m i t y  

w i t h  art. XIII, sec. 1, C o n s t i t u t i o n  o f  the S t a t e  o f  A l a s k a ,  a n d  the e l e c­

tion laws o f  the state.

-5- CSHJR 5 7 (Res)



B E T T Y E  F A H R E N K A M P , C hairm an 
R O B E R T  H. Z IE G L E R , SR., V ice  C hairm an 
D IC K  E LIA S O N  
PA U L F IS C H E R  
V IC  F IS C H E R  
B O B  M U L C A H Y  
A R L IS S  S T U R G U L E W S K I

S e n a t e
C om m itte e  on R e sou rc e s

S C S  C S H B  5 8 9  ( F i n )  a m

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 ;  A U T H O R I Z I N G  T H E  C O N S T R U C T I O N  

O F  T H E  W A T A N A  A N D  B R A D L E Y  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 .

S e c .  1 C o m b i n e s  t h e  L a k e  T y e e ,  S w a n  L a k e ,  S o l o m o n  G u l c h  a n d  

T e r r o r  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  i n t o  o n e  p o w e r  p r o j e c t  f o r  
t h e  p u r p o s e  of t h e  w h o l e s a l e  p o w e r  r a t e  c a l c u l a t i o n .  E l i m i n a t e s  

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

S e c .  2 S p e c i f i e s  t h a t  i n  d e t e r m i n i n g  w h o l e s a l e  p o w e r  r a t e s  f o r  

t h e  4 - d a m  p o o l  p r o j e c t s  t h e  f a c i l i t i e s  w i l l  s h a r e  t h e  d e b t  

s e r v i c e .  O p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s  w i l l  b e  d e t e r m i n e d  
s e p a r a t  ' .  R e p e a l s  t h e  S u s i t n a  " e a u i t y  c l a u s e " .

S e c .  3 .\ilows t h e  A I A  to c o n t r a c t u a l l y  l i m i t  t h e  a m o u n t  of d e b t  

s e r v i c e  p a y a b l e  by p o w e r  p u r c h a s e r s  as a c o n s e q u e n c e  o f  t h e  l a t e r  

a d d i t i o n  o f  n e w  p i o j e c t s  to t h e  e n e r g y  p r o g r a m .

S e c .  4 C o n f o r m i n g  a m e n d m e n t  p e r  r e p e a l  of S u s i t n a  " e q u i t y  c l a u s e " .

S e c .  5 C o n f o r m i n g  a m e n d m e n t  p e r  e l i m i n a t i o n  o f  r e s t r i c t i o n  o n  

i n d u s t r i a l  p o w e r  r a t e s ,

S e c .  6 R e p e a l s  t h e  p r o v i s i o n  t h a t  c o n s t r u c t i o n  c o n t r a c t s  for 

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

i n t o  w i t h i n  m e  y e a r  a f t e r  r e p o r t  a p p r o v a l .

S e c .  7 S i g n i n g  o f  c o n s t r u c t i o n  c o n t r a c t s  w o u l d  b e  c o n t i n g e n t  o n  

l e g i s l a t i v e  a p p r o v a l  of p o w e r  p r o j e c t s .

S e c .  8 A u t h o r i z e s  t h e  B r a d l e y  L a k e  p r o j e c t  at a c o n s t r u c t i o n  c o s t  

o f  $ 3 0 0  m i l l i o n  in J u l y  1 9 8 3  d o l l a r s .

S e c .  9 A u t h o r i z e s  t h e  W a t a n a  p r o j e c t  a t  a c o n s t r u c t i o n  c o s t  o f  

$ 3 . 7 5  b i l l i o n  in J a n u a r y  1 9 8 3  d o l l a r s .

S e c .  1 0  I m m e d i a t e  e f f e c t i v e  d a t e .

C H A N G E S  F iOM H O U S E - P A S S E D  V E RSION?.

A m e n d s  c u r r e n t  s t a t u t e  g o v e r n i n g  construction contracts for Susitna. Contracts 
c o u l d  b e  e n t e r e d  i n t o  u p o n  l e g i s l a t i v e  approval of the Sustina project, rather 

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

R e v i s e s  t h e  c o n s t r u c t i o n  c o s t  f o r  B r a d l e y  L a k e  a n d  W a t a n a ,  p e r  

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

S u s i t n a  " e q u i t y  c l a u s e "  is r e p e a l e d  in t h e  b o d y  o f  t h e  b i l l  

( S e c t i o n  2) r a t h e r  t h a n  in a s e p a r a t e  r e p e a l e r .

p o u c h  v
STATE C A PITA L  

JU N E A U , A L A S K A  99811 
(307) 465-3834 
(907) 465-3835
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O f f e r e d :  3 / 2 9 / 8 43 / 2 9 / 8 4  
F o r  T o d a y ' s  S u p p l e m e n t a l  
C a l e n d a r

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

1 IN THE HOUSE BY THE FINANCE COMMITTEE

2 S C ' S  CS FOR HOUSE BILL NO. 589 (Finance) am

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to the Alaska Power Authority

7 authorizing the construction of the Watana and

8 Eradley Lake hydroelectric projects; and providing

9 for an effective date."

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

11 * Section 1. AS 44.83.398(a) is amended to read:

12 (a) The authority shall sell power produced from power projects

13 acquired or constructed under the energy program for Alaska. For

14 p u r p o s e s  o f  t h i s  s e c t i o n ,  La k e  T y e e ,  Swan L a k e ,  Sol omon  G u l c h ,  a n d

15 Terror Lake hydroelectric facilities are considered to be one power

16 project. This power project is referred to as the initial project [A

17 UTILITY THAT PURCHASES POWER PRODUCED BY A  POWER PROJECT OF THE AU-

18 THORITY SHALL AGREE WITH THE AUTHORITY

19 (1) TO GIVE PREFERENCE IN THE SALE OF POWEVt AT RETAIL TO

20 ALL CLASSES OF CONSUMERS OF POWER EXCEPT INDUSTRIAL CONSUMERS;

21 (2) TO CHARGE INDUSTRIAL CONSUMERS OF POWER A RATE DE-

22 TERMINED BY THE AUTHORITY IN ACCORDANCE WITH (d) OF THIS SECTION].

23 * Sec. 2. AS 44.83.398(b) is amended to read:

24 (b) The authority shall establish a wholesale power rate struc-

25 ture applicable to sales of power to the [ITS] customers [AT THE

26 BUSBARj of a power project as follows:

27 (1) The authority shall establish and maintain a separate

28 wholesale power rate applicable to each power project that it has

29 acquired or constructed under the energy program for Alaska, other

-1- S C S  C S H B  589 (Fin) am



2

1 than a project described in (f) of this section. The wholesale power 

rate established by the authority for the initial project shall be a

3 rate calculated under this paragraph except that the portion of the

4 rate applicable to (A) and (C) of this paragraph shall be adjusted for

5 the hydroelectric facilities in the initial project as set out in (3)

6 of this subsection. The wholesale power rate shall be computed by the

7 authority annually, or more frequently as may be necessary, and shall

8 equal the rate that the authority estimates is necessary to produce

9 revenue that is sufficient to pay

10 (A) operation, maintenance, and equipment replacement

11 costs of the power project;

12 (B) the power project's proportionate share of the

13 debt service on state loan; and bonds for all power projects in

14 the energy program for Alaska, determined in accordance with (g)

15 of this section;

16 (C) safety inspections and investigations of the power

17 project by the authority.

18 |"(2) If, by July 1, 1991, the legislature has not appropri-

19 ated at least $5,000,000,000 to the fund, in addition to appropria-

20 tions to the fund of interest earned on money in the fund, the author-

.1 ity shall, beginning on that date, establish and maintain a separate

22 wholesale power rate applicable to each power project that is acquired

23 or constructed under the energy program for Alaska. The wholesale

24 power rate shall be computed by the authority annually, or more fre-

25 quently as may be necessary, and shall be the greater of

26 (A) 10 percent of the amount the authority has in-

27 vested in the power project, including loans and grantr made by

28 the state; or

29 (B) the rate that the authority estimates is necessary

C S H B  589 (Fin) am



1 to produce revenue sufficient to pay

2 (i) operation, maintenance, and equipment re-

3 placement costs of the power project;

4 (ii) the power project's proportionate share of

5 debt service on state loans and bonds for all power projects

6 in the energy program for A l a s k a . determined in accordance

7 with (g) <>f this section; and

8 (iii) safety inspections and investigations of the

9 power project by the authority

10 (3) For the purposes of determining amounts to be allocated

11 to each hydroelectric facility in the initial project under (1)(A) and

12 ( 1)(C) of this subsection, the authority shall determine for each

13 hydroelectric facility its individual operation, maintenance, eguip-

14 ment replacement, safety inspection, and investigation costs.

15 * Sec. 3. AS 44.83.398(e) is amended to read:

16 (e) After determining the wholesale power rate for a power

17 project under the provisions of this section, the authority may adjust

18 the rate or change the rate provisions to insure that the revenue

19 derived from that power project and the aggregate revenues of the

20 authority will be adequate to comply with the rate covenants and other

21 agreements contained in any trust indenture or trust agreemei.c entered

22 into by the authority for the security of the holders of bonds issued

23 to finance power projects in the energy prog ram [ENERGY PROGRAM] for

24 Alaska. The author ity may agree with a purchaser of power to limit

25 rate increases caused by debt service payable _by the authority on

26 s u bsequent projects.

27 * Sec. 4. AS 44.83.398(g) is amended to read:

28 (g) For the purposes of (b)(1)(B) [AND (b) (2) (B) (ii) ] of this

29 section, a power project’s proportionate shaie of debt service on

-3- S C S  C S H B  5 8 9 (Fin) am



1 state loans and bonds for all power projects in the energy program for

2 Alaska is equal to the state's investment in the power project divided

3 by the state's investment in all power projects in the energy program

4 for Alaska and multiplied by the debt service on state loans and bonds

5 for all power projects in the energy program for Alaska. In this

6 subsection

7 (1) "state's investment in the power project" includes all

8 state money invested in a power project, including loans, grants, and

9 proceeds from bonds, less the principal repayments on the project's

10 proportionate share of debt service on state loans and bonds;

11 (2) "state's investment in all power projects in the energy

12 program for Alaska" includes all state money invested in the power

13 projects, other than interties, in the energy program for Alaska,

14 including loans, grants, and proceeds from bonds, less the principal

15 repayments on bonds and state loans issued for the power projects.

16
* Sec. 5 AS 44.83.398(d) is repealed.

17

lg * Sec. 6 AS 44.83.330 is repealed.

19 * Sec. 7 AS 44.83.325 is amended to read: The authority may not

20 enter into contracts under AS 44.83.300 - AS 44.83.360 other than those

21
contracts necessary to complete (1) feasibility studies, (2) the prelim-

22
23 inary reports required by AS 44.83.320, or (3) construction of the

24 Anchorage-Fairbanks Intertie, until the Legislature [approves by law tlv.

25 preliminary report required under AS 44.83.320(b).] enacts a law

26
approving the project in accordance with AS 44.83.J85(c).

27

* Sec. 8 The Bradley Lake hydroelectric project is authorized for 

construction under AS 44.83.185(c) and 44.83.384(c) at a construction

c o s t  of $ 3 0 0 , 0 0 0 , 0 0 0  In J u l y  1 9 8 3  d o l l a r s .



* Sec. 9 The Watana Dam project in the Susitna ctlver hydro­

electric project is authorized for construction under AS 44.83.185(c) at

a c o n s t r u c t i o n  c o s t  o f  $ 3 , 7 5 0 , 0 0 0 , 0 0 0  in J a n u a r y  1 9 8 3  d o l l a r s .

* S e c .  10 T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  

w i t h  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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F O U R  D A M  P O O L  C O M M U N I T I E S  
R E Q U E S T E D  R E S P O N S E  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

T h e  c o m m u n i t i e s  c o m p r i s i n g  t h e  F o u r  D a m  P o o l  h a v e  e a c h  
p r e v i o u s l y  m a d e  s e p a r a t e  p r o p o s a l s  to  t h e  A P A  for p o w e r  s a l e s  
a g r e e m e n t s  t h a t  t h e y  b e l i e v e  m e e t  t h e  n e e d s  o f  t h e  c o m m u n i t i e s  
a n d  t h e  AP A .  T h e  A P A  h a s  d e c l i n e d  t o  a g r e e  w i t h  c e r t a i n  t e r m s  
o f  t h o s e  p r o p o s a l s  a n d  in a d d i t i o n  h a s  e x p r e s s e d  f r u s t r a t i o n  in 
b e i n g  u n a b l e  to r e c o n c i l e  the d i f f e r e n c e s  a m o n g  t h e  p r o p o s a l s  
m a d e  b y  t h e  c o m m u n i t i e s .  A c c o r d i n g l y ,  a n d  b e c a u s e  t i m e  is o f  
th e  e s s e n c e ,  t h e  A P A  h a s  r e q u e s t e d  t h e  f i v e  c o m m u n i t i e s  to 
r e s o l v e  t h e i r  d i f f e r e n c e s  a n d  to p r e p a r e  a c o m m o n  p r o p o s a l  for 
p r e s e n t a t i o n  to  t h e  A P A  o n  t h e  i s s u e s  t h a t  r e m a i n  u n r e s o l v e d .  
P u r s u a n t  t o  t h i s  r e q u e s t ,  r e p r e s e n t a t i v e s  o f  t h e  c o m m u n i t i e s  in 
t h e  F o u r  D a m  P o o l  d i d  m e e t  to a g r e e  o n  a c o o r d i n a t e d  p o s i t i o n ,  
w h i c h  t h e y  a r e  w i l l i n g  to r e c o m m e n d  t o  t h e i r  g o v e r n i n g  b o d i e s ,  
o n  a n u m b e r  o f  i s s u e s  t h a t  t h e  p o w e r  s a l e s  a g r e e m e n t s  m u s t  a d­
dre s s .  T h e  p o s i t i o n s  a r r i v e d  at a r e  d e s c r i b e d  be l o w .

1. S e v e r a b i l i t y

T h e  cc..imunities r e c o g n i z e  t h e  A P A ' s  l e g i t i m a t e  i n t e r e s t  
t h a t  t h e  i n v a l i d a t i o n  o f  a m i n o r  p r o v i s i o n  o f  t h e  c o n t r a c t s  
s h o u l d  n o t  a u t o m a t i c a l l y  v o i d  the c o n t r a c t s  e n t i r e l y .  T h e  c o m­
m u n i t i e s  b e l i e v e  A P A  s h o u l d  a l s o  r e c o g n i z e  t h e i r  l e g i t i m a t e  
i n t e r e s t  in n o t  h a v i n g  the c o n t r a c t  e n f o r c e d  if m a t e r i a l  p r o v i s­
ions e s s e n t i a l  to t h e  i n t e n t  o f  t h e  c o n t r a c t  a r e  i n v a l i d a t e d .  
Thus, t h e  c o m m u n i t i e s  a r e  w i l l i n g  to a c c e p t  a s e v e r a b i l i t y  
c l a u s e  if t h e  c l a u s e  is m o d i f i e  ’ to a c c o m m o d a t e  t h i s  d i s t i n c t i o n  
b e t w e e n  j u d i c i a l  i n v a l i d a t i o n  of " m i n o r "  as d i s t i n c t  f r o m  " m a­
te r i a l "  p r o v i s i o n s .

2. D i s p l a c e m e n t  of  A P A  P o w e r

T h e  c o m m u n i t i e s  b e l i e v e  K e t c h i k a n ' s  s i t u a t i o n  p r e s e n t s  no 
p r o b l e m  for t h e  o t h e r  c o m m u n i t i e s .  W r a n g e l l  a n d  P e t e r s b u r g  w i l l  
r e s o l v e  P e t e r s b u r g ' s  s i t u a t i o n  on t h e  b a s i s  o f  C r y s t a l  L a k e ' s  
a v e r a g e  e n e r g y  p r o d u c t i o n  (the 11.0 g i g a w a t t h o u r s  u s e d  in the 
p r o j e c t i o n s ) , a n d  w i l l  s u g g e s t  a p p r o p r i a t e  c o n t r a c t u a l  l a n g u a g e  
to e f f e c t  t h a t  r e s o l u t i o n .  Thus, t h e  e x i s t i n g  l a n g u a g e  of 
§ 7 (e) o f  the c o n t r a c t  is a c c e p t a b l e  t o  t h e  c o m m u n i t i e s  as g e n­
e r i c  l a n g u a g e  for t h a t  s e ction.

3. S u b o r d i n a t i o n  o f  F u t u r e  D e b t

A s  p r e v i o u s l y  d i s c u s s e d  w i t h  APA, t h e  i n t e n t  o f  the c o m m u n­
iti e s  ( r e f l e c t e d  in F o r r e s t  W a l l s ' s  r e d r a f t  o f  the c o u n s e l ' s  
o p i n i o n  letter) is t h a t  (a) the c o m m u n i t i e s '  o b l i g a t i o n s  to p a y  
t h e  A P A  w i l l  n o t  be p l a c e d  a b o v e  t h e i r  o b l i g a t i o n s  to p a y  the 
h o l d e r s  o f  t h e i r  c u r r e n t l y  o u t s t a n d i n g  b o n d s ,  (b) t h e  c o m m u n i­
ties' o b l i g a t i o n s  to p a y  the A P A  w o u l d  n o t  be  s u b o r d i n a t e d  to 
f u t u r e  d e b t  i s s u e d  by the c o m m u n i t i e s ,  a n d  (c) f u t u r e  d e b t  of 
the c o m m u n i t i e s  m a y  be i s s u e d  o n  a p a r i t y  w i t h  the c o m m u n i t i e s '  
o b l i g a t i o n s  to p a y  the A P A  u n d e r  the c o n d i t i o n s  c o n t a i n e d  in

F o u r  D a m  P o o l
R e q u e s t e d  R e s p o n s e  to A P A
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§ 7(d) o f  t h e  M a r c h  6, 1984, d r a f t  c o n t r a c t .  W e  u n d e r s t a n d  this 
r e s o l u t i o n  is a c c e p t a b l e  to APA.

4. T a x - e x e m p t i o n  o f  A P A  B o n d s

T h e  c o m m u n i t i e s  w i l l  a c c e p t  § 14(d) o f  t h e  e x i s t i n g  d r a f t  
c o n t r a c t  ( c o v e n a n t  not to  i m p a i r  t a x - e x e m p t  status) as p a r t  o f  
t h i s  p r o p o s a l .

5. A m o u n t  o f  B o n d s  in R a t e  S t a b i l i z a t i o n  F u n d

I f  t h e  F u n d  is c o n s t i t u t e d  s u b j e c t  t o  t h e  o t h e r  c o n s t r a i n t s  
set f o r t h  b e l o w ,  t h e  c o m m u n i t i e s  d o  n o t  o b j e c t  t o  m i n o r  i n­
c r e a s e s  i n  t h e  s i z e  o f  t h e  b o n d  c o m p o n e n t  o f  t h e  F u n d  t h a t  m a y  
b e  n e c e s s a r y  t o  a c h i e v e  t h e  r e s u l t s  i n t e n d e d .

6. D e b t  S e r v i c e  on A d d i t i o n a l  P r o j e c t s  p r i o r  t o  C o m p l e t i o n

I f  t h e  S y s t e m  I n c r e m e n t  p r o v i s i o n  is a d o p t e d  in the f o r m  
p r o p o s e d  b y  t h e  c o m m u n i t i e s ,  t h e  c o m m u n i t i e s  a r e  w i l l i n g  in 
p r i n c i p l e  t o  a c c e p t  t h e  s h a r i n g  o f  d e b t  s e r v i c e  on N e w  P r o j e c t s  
p r i o r  t o  t h e i r  D a t e  o f  C o m m e r c i a l  O p e r a t i o n  w i t h i n  the l i m i t s  of 
t h e  S y s t e m  I n c r e m e n t  p r o v i s i o n .  H o w e v e r ,  c o u n s e l  f o r  the c o m­
m u n i t i e s  w i l l  n o t  i s s u e  a n  o p i n i o n  l e t t e r  i n d i c a t i n g  t h a t  i n c l u­
si o n  o f  s u c h  d e b t  s e r v i c e  in t h e  c o m m u n i t i e s '  p a y m e n t  o b l i g a­
t i o n s  to t h e  A P A  is l a w f u l  u n l e s s  A S  4 4 . 8 3 . 0 9 2 ( 4 )  is a m e n d e d  to 
a u t h o r i z e  t h e  c o m m u n i t i e s  to p a y  s u c h  d e b t  s e r v i c e .

7. P e r m a n e n t  R e d u c t i o n  In P r o j e c t  C a p a b i l i t y  (Damp Hole)

T h e  c o m m u n i t i e s  h a v e  n o t  y e t  r e v i e w e d  c h a n g e s  to t h e  M a r c h  
6, 1984 c o n t r a c t  to d e t e r m i n e  w h e t h e r  it i n c o r p o r a t e s  a l l  the 
c o n c e p t s  o r a l l y  a g r e e d  u p on. The c o m m u n i t i e s  a r e  w i l l i n g ,  h o w­
ever, to  a c c e p t  t h e  c u r r e n t  A P A  p r o p o s a l  in  t e r m s  o f  d i s t r i b u­
t i o n  o f  r i s k  f o r  p r o j e c t  f a i l u r e ,  r e d u c e d  p r o j e c t  c a p a b i l i t y ,  
a n d  i n t e r r u p t i o n s  o f  d e l i v e r -1 .

8. M a r k e t i n g  o f  E x c e s s  P o w e r

T h e  c o m m u n i t i e s  w i l l  be e n t i t l e d  to  u n d e r t a k e ,  a n d  w i l l  b e  
s o l e l y  r e s p o n s i b l e  for, t h e  m a r k e t i n g  o f  a l l  e x c e s s  p o w e r  f r o m  
the p r o j e c t s .  W r a n g e l l  a n d  P e t e r s b u r g  w i l l  do s o . j o i n t l y  in t h e  
c a s e  o f  e x c e s s  T y e e  p o w e r ,  a n d  w i l l  p r o p o s e  c o n t r a c t u a l  l a n g u a g e  
to r e c o g n i z e  a n d  e f f e c t u a t e  t h i s  r e s u l t .

9. D i s p u t e  R e solutio:

T h e  c o m m u n i t i e s  w i l l  a c c e p t ,  f o r  b u d g e t  m a t t e r s ,  the p r o­
c e d u r e s  o f  § 6(c) (2) o f  t h e  p r e s e n t  c o n t r a c t  d r a f t  for p u r p o s e s  
of  e x h a u s t i n g  t h e i r  a d m i n i s t r a t i v e  r e m e d i e s  in t h e  A n n u a l  B u d g e t  
p r o c e s s .  T h e  c o n t r a c t  m u s t ,  h o w e v e r ,  e s t a b l i s h  a C o n t r a c t  A d ­
m i n i s t r a t i o n  C o m m i t t e e  t h a t  i n c l u d e s  r e p r e s e n t a t i v e s  of the 
P u r c h a s e r s  to a s s i s t  in r e s o l v i n g  s u c h  d i s p u t e s  a n d  o t h e r  i s s u e s
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o f  c o n t r a c t  a d m i n i s t r a t i o n .  In a d d i t i o n ,  t h e  c o m m u n i t i e s  i n s i s t  
t h a t  t h e y  b e  e n t i t l e d  to de n o v o  a d j u d i c a t i o n  o f  a l l  c o n t r a c t  
d i s p u t e s  b a s e d  o n  a r e c o r d  m a d e  i n  c o u r t ,  fr e e  o f  a n y  p r e s u m p t­
io n s  i n  f a v o r  o f  t h e  a g e n c y ,  a s  p r o v i d e d  in K e t c h i k a n ' s  p r o p o s e d  
" S e c t i o n  19".

10. P a y m e n t  o f  M G T  N o t e  & R e l e a s e  o f  K e t c h i k a n

T h e  c o m m u n i t i e s  a g r e e  w i t h  K e t c h i k a n  t h a t  p a y m e n t  o f  t h i s  
n o t e  a n d  K e t c h i k a n ' s  r e l e a s e  f r o m  a n y  o b l i g a t i o n  w i t h  r e s p e c t  
t h e r e t o  m u s t  b e  a c o n d i t i o n  p r e c e d e n t  t o  t h e  e f f e c t i v e n e s s  o f  
the c o n t r a c t s  ( u n l e s s  t h e  S t a t e  a s s u m e s  K e t c h i k a n ' s  o b l i g a t i o n s  
u n d e r  t h e  p r o p o s e d  p o w e r  s a l e s  c o n t r a c t s  in t h e  m a n n e r  d e s c r i b e d  
in P a r a g r a p h  14 b e l o w ) .

11. P r o j e c t  L i t i g a t i o n  J u d g m e n t  R e c o v e r i e s

T h e  c o m m u n i t i e s  i n s i s t  t h a t  t h e  p r o c e e d s  o f  a n y  j u d g m e n t  
o b t a i n e d  i n  a n y  P r o j e c t - r e l a t e d  l i t i g a t i o n  m u s t  b e  a p p l i e d  to 
r e d u c e  t h e  c o s t  o f  t h e  I n i t i a l  Px*oject to  t h e  c o m m u n i t i e s ,  a n d  
t h a t  t h e  c o n t r a c t  m u s t  e x p r e s s l y  e n s u r e  t h i s  r e s u l t .

2. I n s u r a n c e  C o v e r a g e  a n d  R e p a i r / R e c o n s t r u c t i o n  D e c i s i o n s

T h e  C o n t r a c t  A d m i n i s t r a t i o n  C o m m i t t e e ,  a m o n g  i t s  o t h e r  
r e s p o n s i b i l i t i e s ,  w i l l  d e t e r m i n e  t h e  f o l l o w i n g :  (a) the e x t e n t
o f  c a s u a l t y  i n s u r a n c e  c o v e r a g e  in e x c e s s  o f  t h a t  r e q u i r e d  b y  the 
B o n d  R e s o l u t i o n ,  (b) b u s i n e s s  i n t e r r u p t i o n  i n s u r a n c e  c o v e r a g e  
for the P u r c h a s e r s ,  a n d  (c) the a p p l i c a t i o n  o f  i n s u r a n c e  p r o ­
c e e d s  i n  che e v e n t  o f  c a s u a l t y  (e.g., w h e t h e r  to r e p a i r ,  r e­
b u i l d ,  o r  a b a n d o n  t h e  p r o j e c t  a n d  r e t i r e  d e b t ) .

13. A c q u i s i t i o n  A g r e e m e n t s

T h e  c o m m u n i t i e s  h a v e  not h a d  t i m e  t o  r e v i e w  f u l l y  A P A ' s  
p r o p o s e d  c h a n g e s  in t h e  A c q u i s i t i o n  A g r e e m e n t s .  T h e  c o m m u n i t i e s  
w i l l  d o  so a n d  w i l l  r e s p o n d  as q u i c k l y  as p o s s i b l e .  T h e  f i n a l  
v e r s i o n  o f  t h e  a m e n d m e n t s  to t h o s e  A g r e e m e n t s  m u s t  b e  a g r e e d  
u p o n  a n d  p l a c e d  in w r i t i n g .

14. "All o r  N o n e "  P r o v i s i o n

T h e  c o m m u n i t i e s  a r e  w i l l i n g  to h a v e  the c o n t r a c t s  b e  e f­
fe c t i v e  if  a l l  c o m m u n i t i e s  sign, o r  if t h e  S t a t e  s t e p s  i n t o  t h e  
s h o e s  o f  a n y  c o m m u n i t y  t h a t  d o e s  n o t  sign, p r o v i d e d  t h a t  (a) the 
S t a t e  a s s u m e s  t h e  f i n a n c i a l  o b l i g a t i o n s  o f  the a b s e n t  c o m m u n i t y  
to t h e  e x t e n t  o f  t h a t  c o m m u n i t y ' s  f o r e c a s t e d  p o w e r  p u r c h a s e s ,  
and (b) t h e  S t a t e  d o e s  so in a m a n n e r  t h a t  p r o v i d e s  e q u i v a l e n t  
s e c u r i t y  f o r  t h e  b o n d h o l d e r s  as t h e  s e c u r i t y  t h a t  w o u l d  h a v e  
b e e n  p r o v i d e d  h a d  the a b s e n t  c o m m u n i t y  s i g n e d .

15. R a t e  S t a b i l i z a t i o n

T h e  s i z e  o f  the F u n d  m u s t  b e  i n c r e a s e d ,  a n d  must be s u b j e c t  
to c e r t a i n  c o n s t r a i n t s ,  as f ollows:
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(a) T h e  F u n d  m u s t  b e  s u f f i c i e n t  in a m o u n t  to p e r m i t  the 
p r o j e c t e d  u n i t  w h o l e s a l e  c o s t  o f  P r o j e c t  p o w e r  to be 
s e t  a t  a l e v e l  1.5 c e n t s  p e r  k w h  l o s s  t h a n  t h e  c u r­
r e n t l y  p r o j e c t e d  " D i e s e l  A l t e r n a t i v e "  f o r  e a c h  c o m m u n­
i t y  i n  e a c h  y e a r .

(b) A P A  w i l l  p r e s e n t  t h e  c o m m u n i t i e s  w i t h  a p l a n  for the 
F u n d  w h i c h  w i l l :

(i) c o n s i s t  o f  a p p r o p r i a t e d  f u n d s ,  b o n d  p r o c e e d s ,  a n d  
e a r n i n g s ;

(ii) c o n t a i n  n o  h i g h e r  p e r c e n t a g e  o f  b o n d  p r o c e e d s  
t h a n  t h e  p e r c e n t a g e  o f  b o n d  p r o c e e d s  in the c u r­
r e n t  p r o p o s a l ;  a n d

(iii) p e r m i t  i s s u a n c e  o f  b o n d s  at  a t r u e  i n t e r e s t  c o s t  
(TIC) no  h i g h e r  t h a n  11 . 5  p e r c e n t ,  w i t h  a p p r o x i­
m a t e l y  l e v e l  d e b t  s e r v i c e  o v e r  35 ye a r s .

A n  a p p r o p r i a t i o n  o f  at l e a s t  $49 m i l l i o n  w i l l  b e  n e e d­
ed t o  a c c o m p l i s h  t h i s  r e s u l t .

(c) I f  t h e  c o m m u n i t i e s  a c c e p t  A P A ' s  p l a n ,  t h e  size o f  the 
n e c e s s a r y  a p p r o p r i a t i o n  a n d  s a l e  o f  t h e  b o n d s  w i t h i n  
t h e  a b o v e  l i m i t a t i o n s  w i l l  b e  c o n d i t i o n s  p r e c e d e n t  to 
t h e  e f f e c t i v e n e s s  o f  t h e  c o n t r a c t s .

(d) T h e  s c h e d u l e  o f  a n n u a l  e n t i t l e m e n t s  f r c m  t h e  F u n d  for 
e a c h  P u r c h a s e r  w i l l  be  d e t e r m i n e d  at  t h e  t i m e  b o n d  
s a l e  t e r m s  a n d  r e i n v e s t m e n t  r a t e s  a r e  k n o w n .

— 16-. S y s t e m  I n c r e m e n t

U s i n g  t h e  m e t h o d  o u t l i n e d  in § 9 o f  t h e  A P A  d r a f t  (but
e x c l u d i n g  f r o m  t h e  A l l o c a t e d  D e b t  S e r v i c e  b a s e  a n y  i n c r e a s e  in
D e b t  S e r v i c e  i m p o s e d  b e c a u s e  o f  § 6 (f) e v e n t s ) , the d e b t  s e r v i c e  
s h a r e  to b e  b o r n e  b y  the P u r c h a s e r s  s h a l l  n o t  i n c r e a s e :

(a) In t h e  f i r s t  t e n  y e a r s ;

(b) M o r e  t h a n  5 p e r c e n t  p e r  y e a r ;

(c) M o r e  t h a n  20 p e r c e n t  in .10 y e a r s .

17. O t h e r  C h a n g e s

T h e  c o m m u n i t i e s  h a v e  n o t  y e t  h a d  a n  o p p o r t u n i t y  to r e v i e w  
t h e  A P A ' s  ’'arch 7, 1984, r e d r a f t  o f  t h e  p r o p o s e d  c o n t r a c t s ,  a n d  
r e s e i v e  t h e  r i g h t  to  c o n t i n u e  to m a k e  a d d i t i o n a l  s u g g e s t i o n s  for 
t h e  i m p r o v e m e n t  o f  t ’at d r a f t  (and r e l a t e d  d o c u m e n t s )  c o n s i s l e n t  
w i f h  the p o s i t i o n s  at f o r t h  a b o v e  a n d  b e l o w  a n d  t h e  p r e v i o u s l y  
e x p r e s s e d  i n t e n t  o f  t h e  p a r t i e s .  In a u d i t i o n ,  t h e  c o m m u n i t i e s  
h a v e  not h a d  a n  o p p o r t u n i t y  t o  p r e s e n t  t o  t h e  A P A  o r a l  a n d
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w r i t t e n  c o m m e n t s  on  the p r o p o s e d  O & M  A g r e e m e n t s  and 
I n t e r c o n n e c t i o n  A g r e e m e n t s .  F i n a l l y ,  c e r t a i n  o r a l  a g r e e m e n t s  
w i t h  r e s p e c t  to the c o n t r a c t  a n d  r e l a t e d  d o c u m e n t s  h a v e  n o t  y e t  
b e e n  p l a c e d  in w r i t i n g  b y  t h e  AP A .  T h e  c o m m u n i t i e s  r e s e r v e  the 
r i g h t  to r e v i e w  a n d  c o m m e n t  f u l l y  o n  a l l  s u c h  m a t t e r s .
A g r e e m e n t  m u s t  b e  r e a c h e d  o n  s u c h  c o m m e n t s  a n d  p l a c e d  in 
w r i t i n g .
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S e n a t e

Com m ittee on R e sou rc e s A p r i l  1, 1 9 8 4

B ETT YE  F A H R E N K A M P , C hairm an 
R O B E R T H. Z IE G L E R . SR., V ico C hairm an 
DICK E L IA S O N  
PAU L F IS C H E R  

’ V IC  F IS C H E R  
BO B  M U L C A H Y  
A R L IS S  S T U R G U L E W S K I

P O U C H  V 
STATE C A PITA L  

JU N EA U . A L A S K A  99811 
(907) 465-3834 
(907) 465-3835

H O U S E - P A S S E D  V E R S I O N  O F  H B  5 8 9

" A N ' A C T  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  A N D  A U T H O R I Z I N G  

T H E  C O N S T R U C T I O N  O F  T H E  W A T A N A  A N D  B R A D L E Y  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 , "

S e c .  1 C o m b i n e s  t h e  L a k e  T y e e ,  S w a n  L a k e ,  S o l o m o n  G u l c h  a n d  

T e r r o r  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  i n t o  o n e  p o w e r  p r o j e c t  f o r

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

E l i m i n a t e s  t h e  r e s t r i c t i o n  o n  i n d u s t r i a l  p o w e r  r a t e s .

S e c .  2 S p e c i f i e s  t h a t  i n  d e t e r m i n i n g  w h o l e s a l e  p o w e r  r a t e s  f o r  
t h e  4 - d a m  p o o l  p r o j e c t s  t h e  f a c i l i t i e s  w i l l  s h a r e  t h e  d e b t  s e r v i c e .  

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

S e c .  3 A l l o w s  ‘t h e  A P A  to c o n t r a c t u a l l y  l i m i t  t h e  a m o u n t  of d e b t  

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

a d d i t i o n  o f  n e w  p r o j e c t s  to t h e  e n e r g y  p r o g r a m .

S e c .  4 C o n f o r m i n g  a m e n d m e n t  p e r  r e p e a l  o f  S u s i t n a  e q u i t y  c l a u s e .

S e c .  5 R e p e a l s  S u s i t n a  e q u i t y  c l a u s e .

S e c .  6 C o n f o r m i n g  a m e n d m e n t  p e r  e l i m i n a t i o n  of r e s t r i c t i o n  on 

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

S e c .  7 A u t h o r i z e s  t h e  B r a d l e y  L a k e  p r o j e c t  at a c o n s t r u c t i o n  

c o s t  of $ 3 5 0  m i l l i o n .

S e c .  8 A u t h o r i z e s  t h e  N a t n n a  p r o j e c t  a t  a c o n s t r u c t i o n  c o s t  of 

$ 1 . 5  b i l l i o n ,  a n d  a p p r o v e s  t h e  p r e l i m i n a r y  r e p o r t  on t h e  S u s i t n a  
p r o j e c t .

S e c .  9 I m m e d i a t e  e f f e c t i v e  d a t e .



HOUSE BILL 589

I. Amendments necessary to properly authorize Bradley Lake 

and Watana.

Section 7. In accordance with AS 44.83.185, the Bradley 

Lake hydroelectric project is authorized at a construction 

cost of $300,000,000 in July 1983 dollars.

Section 8. In accordance with AS 44.83.185, the Watana 

phase of the Susitna hydroelectric project is authorized 

at a construction cost of $3,750,000,000 in January 1983 

dollars.

II. Amendments necessary to keep interest earnings in the 

Power Development Fund.

AS 44.83.382 (b) is repealed and reenacted to read:

(b) The power development fund consists of 

appropriations made by the legislature and interest 

earned each fiscal year from investment of money in 

the fund.

AS 44.83.388 (b) is repealed.



DEPARTMENT ©E COMMERCE &  

ECONOM 1C D E V ELO PM ENT
OFFICE OF THE COMMISSIONER

April 11, 1984

Honorable Bettye Fahrenkamp, Chair 
Senate Resources Committee 
Alaska State Senate 

Pouch V
Juneau, Alaska 99811 

Dear Senator Fahrenkamp:

The committee substitute for HB 589 (Finance) am, which is currently 

before the Senate Resources Committee, authorizes the construction of 
the Bradley Lake hydroelectric project and the Watana dam project in the 
Susitna River hydroelectric project in accordance with AS 44.83.185 and 

other statutory provisions. This letter serves to inform the committee 

of the Alaska Power Authority's intentions with regard to expenditures 
for the detailed design and construction of these projects.

The authority has spent, and will continue to spend, appropriated funds 
necessary for preliminary design work related to the FERC license appli­

cations for both of these projects. However, the authority will not 
spend money for detailed design work on either of these projects until 
power sales agreements have been signed by the utilities which will 

purchase power from the projects, and a plan of finance has been ap­
proved by the Board of Directors. This approach is consistent with the 
authority's proposed policy to require conditional power sales agree­

ments prior to approval of a plan of finance by the board.

The Legislature will have to appropriate funds for the construction of 

both of these projects. This requirement will give the Legislature an 
additional opportunity to review these projects and determine whether 
additional money should be spent.

Re: Letter of Intent

CS for HB 589 (Finance) am

Richard A. Lyon, Chairman 

Alaska Power Authority

RAL/cw#25M8
41184a



Advisory Council Members 
Senator Kerttula, Chairman 
Senator Bennett 
Senator Fahrenkamp 
Senator Vic Fischer
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SENATE ADVISORY COUNCIL

MEMORANDUM

Senator Sturgulewski 

Kurt S. Dzinich 

April 10, 1984 

CSHB589 (Fin) am

Pouch V 
State Capitol 

Juneau, Alaska 99811 
Phone: (907) 465-3114

Following up our discussion of today, I am providing you my thoughts on 

the HB589 Sections of concern to you. » -

Section 3 . One of the assurances the four-dam pool participants have 

demanded in order to sign the power sale agreements has been a System 

Increment Cap. This.cap sets a ceiling to future debt service increases due 
to subsequent new projects by APA. While this provision could be perceived 

as constraining the APA's and Legislature's ability to finance future proj­

ects, the fact remains that the four-dam pool participants demand it. 

Whether, in fact, this cap becomes a significant handicap on future projects 

will probably depend on the rate of escalation of the thermal alternative 

i.e. if thermal rates escalated dramatically, the participants would be 

better off while in the case of declining thermal rates the APA would be 
better off.

In any case, it would probably be very difficult to totally quantify 

the exact impact of this section on future projects because of the complex 

interrelationship among the key variables such as load growth, thermal 

alternative costs, inflation, interest, and amount of state equity. The 

impact of eliminating the amendment on 1 he other hand would probably be to 

negate the proposed power sale agreements or as a minimum create a legal 

uncertainty. At this stage of the game, I believe we have more to gain than 

lose with passage of the amendment.

Section 7. As written, this section has two problems. First, refer­

encing A S 4 4 . 83.384(c) applies only to projects that are, or were, either 

constructed or owned by the Federal Government. Since that is not the case 

now i.e. Bradley is a State project, there is no point in referencing this 
s e c t i o n .



The second problem deals with the construction cost estimate. By not 

indicating whether the cost is in nominal or real dollars, there is poten­
tial for misunderstanding.

In order to eliminate the above problems, I recommend the following new 
Section 7:

In accordance with A S 4 4 . 8 3 . 1 8 5 (c), the Bradley Lake Hydroelectric 

Project is authorized at a construction cost of $300,000,000 in July 
1983 dollars.

Section 8. Again, there are two problems with this section as it is 
written. The indicated construction cost of $1,500,000,000 is not even 

close even if it is in real dollars. The figure should be $3,750,000,000 in 
January 1983 dollars.

The second problem deals with the approval of the "preliminary report" 

the submittal of which is required by AS 4 4 . 8 3.320(b) to the Governor and the 

Legislature by April 30, 1982. Again, A S 4 4 .83.320(b) required only the 

submittal of the report and there is n £  requirement for approval in it.

On the other hand, AS44.83.330 provides that within one year after 

approval of the "preliminary report" by the L e g i s l a t u r e , the APA may initi­

ate construction of the project. Given that construction can not start 

without the FERC license (now expected in March of 1987) and that the 

project still must meet the requirements of AS44.83.180 - 44.83.22^ (fe­

asibility study and plan of finance, and 0MB review) it does not make much 

sense to n ow approve the "preliminary report" two years after its submittal.

I believe that it would make much more sense to repeal AS44.83.330 and 
to amend 44.83.325 as follows:

The authority may not enter into contracts under AS44.83.300 - 44.83.360 

other then those contracts necessary to complete (1) feasibility 

studies, (2) the preliminary reports required by AS44.83.320, or (3) 

construction of the Anchorage-Fairbanks Intertie, until the Legislature 

[approves by law the preliminary report required under A S 4 4 . 83.3 2 0 ( b ) .] 

enacts a law approving the project in accordance with AS 4 4 . 8 3 . 185(c)

The above change would eliminate the confusion ana place the continuing 

development of the Susitna project on /fti-more rational basis being utilized 
on any other new State project.

The new Section 8 would read: In accordance with AS44.8 3 . 1.85(c) , the

Watana D am phase o f the_.Sus.itna Hydroelectric Project is authorized at a 

construction c o s t of $ 3 ,750,000,000 in January 1983 dollars.

Needless to say, authorizing Watana prior to receipt of the feasibility 

study and the plan of finance, as well as the 0MB's recommendation, in 

accordance with the existing statutes (AS44.83.181 and AS44.83.183) co lid 

result in a substantial controversy. I believe that the Legislature clearly 

has the authority to approve a project without waiting for the arrival of

these documents. The issue becomes one of: What is a reasonable wa.'ting

period by the Legislature for these documents? For example, in the case of



Susitna, the previous APA Board ordered the feasibility study update around 

October of 1982 and it still has not been approved by this Board! In the 

case of Bradley, the previous APA Board voted to make that a State project 

back in October of 1982 and the documentation is apparently only n ow being 
submitted.

What exactly would the project authorizations at this stage mean? In 

the case of Bradley, it would authorize APA to initiate the final engineer­

ing and design concurrently with the FERC licensing process thereby avoiding 

further delays to this project. Current APA Board policy is not to initiate 

the design until power sale agreements have been concluded. At some future 

point, probably FY86, APA will still have to come to the Legislature for 
appropriations for construction.

With respect to Susitna, the Board specifically forbadt APA staff to 

engage in any design at this time. If they follow the same policy as on 

Bradley above, then no design would be authorized prior to the power sale 

agreements. It is clear, however, that if a construction start is contem­

plated in early 1987, then the design would have to start in FY86 at the 
l a t e s t .

For your information, the Federal Government routinely authorizes y f  
projects years before they are actually built —  if ever. For example, 

Snettisham and Bradley were both authorized in 1962. The Congress finally 

appropriated initial construction funds for Snettisham around 1968 while 

Bradley was eventually de-authorized around December 1982.

I would recommend against a conditional type authorization for Bradley 

because it would be redundant. A better solution would be to invite OMB to 

testify on the merits of the Bradley feasibility study and plan of finance 

ar.d leave the authorization language neat and clean as proposed earlier. 

OMB's written recommendation could be considered by the next Legislature, 

when they address appropriations for construction of the project. In any 

case, the Legislature will probably want to review the key criteria one last 

time before appropriating initial construction funds.
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M E M O R A N D U M April 10, 1984

TO: Senator Bettye Fahrenkamp, Chairman

Senate Resources Committee

FROM: Senator Arliss S t u rgulewski *

Senate District F, Seat A

RE: SCR 32, HB 589, HB 684

I wo u l d  like to make a few comments regarding the above bills.

SCR 32 —  I would appreciate seeing some of the computer runs showing how 

much w o u l d  accrue under the proposed legislation and also what impact that 

would have on available dollars for operating and capital allocation after 

meeting permanent fund and capital projects fund commitments. Although the 

legislation speaks to "Earn e nough revenue during useful life to repay" it 

shows only that repayment m a y  be specified. I think this item needs 

discussion.

HB 589 —  I think there should be d i s cussion re section 3 in wh i c h  the 

A laska Power Authority is given ability to contractually limit the amount 

of debt service payable by power purchasers. Although I can understand the 

need for this in terras of the 4- d a m  pool, I question a permanent grant of 

authority. As I've indicated to you, I feel that 0MB should be on hand to 

speak directly to the feasibility study and plan of finance regarding 

Bradley. The statutes are very clear that 0MB needs to respond in writing 

to the legislature on the feasibility study and the plan of finance prior 

to legislative authorization for construction of Bradley. I am concerned 

that section 8 in no way shows the construction cost of the Watana project. 

In the case of both Bradley and Watana, I think we need to speak in terms 

of real dollars as of a specific date.

HB 684 calls for making a $200 million appro p r i a t i o n  to Watana wi t h  none 

for Bradley. This item needs discussion.

I am enclosing a copy of a memo from Kurt D z i nich who responded to specific 

questions raised by me.

Enclosure
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MEMORANDUM

TO: Senator Fahrenkamp

FROM: Kurt S. Dzinich Y\.

DATE: April 6, 1984

RE: CSHB589 (Fin) am

In preparation for your upcoming hearing on HB589, I am providing you 

with some comments that might he useful.

Section 7. As written, this section has two problems. First, refer­

encing A S 4 4 . 83.384(c) applies only to projects that are, or were, either 

constructed or owned by the Federal Government. Since that is not the case 

now i.e. Bradley is a State project, there is no point in referencing this 
section.

The second problem deals with the construction cost estimate. By not 

indicating whether the cost Is in nominal or real dollars, there is 
potential for misunderstanding.

In order to eliminate the above problems, I recommend the following new 
Section 7:

In accordance with AS44.8 3 . 1 85(c), the Bradley Lake Hydroelectric

Project is authorized at a construction cost of $300,000,000 in July
1983 dollars.

Section 8. Again, there are. two problems with this section as it is 

written. The indicated, construction cost of $1,500,000,000 is not even 

close even if it is in r al dollars. The figure should be $3,750,000,000 in 
January 1983 dollars.

The second problem deals with the approval of the "preliminary report" 

the submittal of which is required by A S 4 4 . 83,320(b) to the Governor and the 

Legislate-'' by April 30, 1982. Again, AS 4 4 . 83.320(b) required only the 

submittal or the report and there is no requirement for approval in it.



On the other hand, AS44.83.330 provides that within one year after 

approval of the "preliminary report" by the Legislature, the APA may initi­

ate construction of the project. Given that construction can not start 

without the FERC license (now expected in March of 1987) and that the 

project still must meet the requirements of AS44.83.180 - 44.83.224 (fe­

asibility study and plan of finance, and OMB review) it does net make much 

sense to now approve the "preliminary report" two years after its submittal.

I believe that it would make much more sense to repeal AS44.83.330 and 
to amend 44.83.325 as follows:

The authority may not enter into contracts under AS44.83.300 - 

44.83.360 other than those contracts necessary to complete (1) fea­

sibility studies, (2) the preliminary reports required by AS44.83.320, 

or (3) construction of the Anchorage-Fairbanks Intertie, until the 

Legislature [approves by law the preliminary report required under 

A S 4 4 . 83.3 2 0 ( b ) . ] enacts a laT-- approving the project in accordance with 

A S 4 4 . 8 3 . 185(c).

The above change would eliminate the confusion and place the continuing 
development of the Susitna project on a more rational basis being utilized 
on any other new State project.

The new Section 8 would read: In accordance with A S 4 4 .83.185(c), the

Watana D am phase of the Susitna Hydroelectric Project is authorized at a 

construction cost of $3,750,000,000 in January 1983 dollars.

Needless to say, authorizing Watana prior to receipt of the feasibility 

study and the plan of finance, as well as the O M B’s recommendation, in 

accordance with the existing statutes (AS44.83.181 and AS44.83.183) could 

result in a substantial controversy. I believe that the Legislature clearly 

has the authority to approve a project without waiting for the arrival of

these documents. The issue becomes one of: What is a reasonable waiting

period by the Legislature for these documents? For example, in the case of 

Susitna, the previous APA Board ordered the feasibility study update around 

October of 1982 and it still has not been approved by this Board! In the 

case of Bradley, the previous A PA Board voted to make that a State project 

back in October of 1982 and the documentation is apparently only now being 

s u b m i t t e d .

What exactly would the project authorizations at this stage mean? In 

the case of Bradley, it would authorize APA to initiate the final engineering 

and design concurrently with the FERC licensing process thereby avoiding 

further delays to this project. Current A PA Board policy is not to initiate 

the design until power sale agreements have been concluded. At some future 

point, probably FY86, APA will still have to come to the Legislature for 
appropriations for construction.

With respect to Susitna, the Board specifically forbade APA staff to 

engage in any design at this time. If they follow the same policy as on 

Bradley above, then no design would be authorized prior to the power sale 

agreements. It is clear, however, that if a construction start is contemplated 

in early 1987, then the design would have to start In FY86 at the latest.



Senator Vic Fischer___________________
Alaska State Legislature
1024 W. 6th Avenue, Suite 204C
Anchorage, Alaska 99501 (907) 278-3654
During Session • Pouch V • Juneau, Alaska 99811 (907) 465-4954

TO: Senator Bettye Fahrenkamp

You requested comments from committee members on the above bills. Mine 
follow:

SCR 32 —  As you know, I will not support any version of a major projects 

fund that constitutionally dedicates a revenue stream. (However, I would 

consider a statutory fund and am currently looking at possible legis­

lation. )

HB 589 —  I support sections 1-6, as they are necessary to enable the APA 

to get signed power sales contracts with the four-dam pool communities.

I have some serious reservations about sections 7 and 8, which fully 

authorize the Bradley Lake project and the Watana portion of Susitna. Such 

premature approval sidesteps the provisions in law that require submittal 

of finance plans to the legislature and 0MB. I would have thought that the 

need to follow the statutory process for project selection and approval 

would have been one of the lessons learned from the four dam pool debacle. 

Instead, some legislators seem to believe that previous mistakes justify 

additional ones.

Should these sections be retained I suggest that they be made conditional, 

specifically upon a finding of the APA board that the projects arc both 

economically and financially feasible and upon 0MB approval. As you know, 

the APA board has never endorsed the Susitna project and only recently 
completed a draft update that will go to public hearings before finaliza­

tion. Although "financing options" for both Bradley and Susitna have been 

put together by APA staff, they have not been approved by the APA board or 

0MB, and finance plans have not been completed. It is, moreover, the APA's 

determination that the Watana phase of the Susitna project is not econom­

ically justified by itself. It would, therefore, make little sense to 

commit to the single, unfeasible stage without considering the total 

financing required.

Additionally, I note that HB 598 authorizes Watana at a cost of $1.5 
billion. That cost is inadequate and grossly misleading, and it would be 

totally irresponsible for the legislature to authorize a project at i cost 

at which it cannot possibly be constructed. The cost of Watana in 1983

FROM:

DATE: April 4, 1984

RE SCR 32, HB 589, HB 684



dollars is $3.75 billion, and the cost of the entire Susitna project $5.4 
billion. In nominal dollars these are $9.5 billion for Watana alone and $17 

billion for the whole project. These are the numbers given in the A P A  March 

update.

The bill should include accurate numbers for both Bradley and Susitna and 

should state what kind of dollars they are (1983, 1985, nominal, or wha t­

ever.)

HB 684 —  1 support the decrease for Susitna funding in the draft CS from 

$1.4 billion to $200 million. I do not support expenditure of any of that 

amount for construction prior to the completion of project financing. I 

assume that the A PA would not expend any of it prior to FERC licensure, 

full project financing, and the signing of power sales contracts.

I previously supplied to you a legal opinion by Billy Berrier concerning 

the $1.4 billion House appropriation and its relationship to the spending 

limit. Please make use of it as you see fit.

Thank you for the chance to comment.

cc: Senate Resources Committee members

Senator Jay Kerttula
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TO: B e t t y e

FROM: S a n d r a

RE: E f f e c t  of  
HB 589

a p p r o v i n g  W a t a n a  a n d  B r a d l e y  L a k e  p r o j e c t s  in

DATE: A p r i l  10, 1984

AS. 4 4 . 8 3 . 1 8 5 p r o v i d e s  t h a t  n o  m o n e y  c a n  b e  s p e n t  o n  f i n a l
d e s i g n  a n d  c o n s t r u c t i o n  u n t i l  a p r o j e c t  is a p p r o v e d  b y  the 
l e g i s l a t u r e .  L e g i s l a t i v e  a p p r o v a l  at  t h i s  p o i n t  i g n o r e s  
the s t a t u t o r y  p r o c e d u r e s  set u p  to e n s u r e  t h a t  o n l y  e c o n o m i c a l l y  
and f i n a n c i a l l y  f e a s i b l e  p r o j e c t s  w i l l  b e  a p p r o v e d  a n d  b u i l t .  
H o w e v e r ,  t h e  s t a t u t e  d o e s n ' t  a b s o l u t e l y  r e q u i r e  c o m p l e t i o n  o f  a 
f e a s i b i l i t y  s t u d y  and p l a n  of  f i n a n c e  b e f o r e  l e g i s l a t i v e  a p p r o v a l ,  
a n d  a l l  e x p e n d i t u r e s  of  a p p r o p r i a t e d  m o n e y  a f t e r  a p p r o v a l  a p p e a r  
to  b e  p e r m i s s i v e ,  n o t  m a n d a t o r y .  In a d d i t i o n ,  c u r r e n t  A P A  p o l i c y  
is to n o t  s p e n d  m o n e y  on f i nal d e s i g n  a n d  c o n s t r u c t i o n  u n t i l  a
f i n a l  p l a n  of  f i n a n c e ,  w h i c h  i n c l u d e s  p o w e r  s a l e s  a g r e e m e n t s ,  is
c o m p l e t e d .

P O W E R  P R O J E C T S  GENER7^LLY (AS 44. 83):
R e c o n n a i s s a n c e  s t u d y  (.177)
R e c o n n a i s s a n c e  s t u d y  r e v i e w e d  b y  O M B  (.179)
F e a s i b i l i t y  s t u d y  a n d  p l a n  o f  f i n a n c e  (.181)

O u t  in d r a f t  for S u s i t n a  p r o j e c t  n o w  ( s u b m i t t e d  3/84)
F i n a l  p l a n  o f  f i n a n c e  f o r  B r a d l e y  s u b m i t t e d  4/84 

O M B  r e v i e w  s t u d y  and p l a n  (.183) a n d  m a k e  r e c o m m e n d a t i o n  
w i t h i n  60 days. ,

..

A l t h o u g h  l e g i s l a t i v e  a p p r o v a l  d o e s n ' t  n e e d  t o  w a i t  for all o f  
the above, i/t m u s t  b e  f o r t h c o m i n g  b e f o r e  m o n e y  c a n  b e  s p a n t  
on e n g i n e e r i n g  a n d  d e s i g n  (.185)

IN A D D I T I O N ,  F O R  S U S I T N A  S P E C I F I C A L L Y :
P r e l i m i n a r y  r e p o r t  (.320)
U p d a t e  (.320) O u t  in d r a f t  nov; ( s u b m i t t e d  3/84)
In a d d i t i o n ,  A S  4 4 . 8 3 . 3 3 0  r e q u i r e s  a p p r o v a l  o f  the u p d a t e  
p r i o r  t o  e n t e r i n g  i n t o  c o n s t r u c t i o n  c o n t r a c t s .

PO U C H  v  
STATE C A P ITA L  

JU N E A U , A L A S K A  99811 
(907) 465-3834 
(907) 465-3835

A P A  B o a r d  p o l i c y  on p r o j e c t  a p p r o v a l  p r o c e s s  is a t t a c h e d .



Alaska Power Authority

Project Approval Process 

Sequence of Events

, . >
All significant power projects that are undertaken by the Alaska Power Authority 
will follow the sequence of events, listed below unless modified by Board on a project 

specific basis. Some events may be concurrent.

- . Approved By

Step
No._____ Description Staff Board OMB Leg

1. Annual Plan for Reconnaissance Studies X
2. ^ppmprji.a.tiii}rLi8equest? for Reconnaissance

Studies X X X

3. Award Contract for Reconnaissance Study X
4. Authorization to submit Reconnaissance

Study to OMB X
 5. (Approval of Reconnaissance Study X*

6. Annual Plan for Feasibility Studies X
7. ^pjcpp.T^4tjJ3itii?eqiieiJ*'for Feasibility Study X X X

8. Approve conditional Power Sales Agreements X
v, 9. Authorization to submit feasibility study,

and preliminary plan of finance to OMB X
x'rt?AC  ̂ 10. cRecojnmen j* Pro j ect Approval or Dis­

approval to Governor and Legislature X*
«Au.tiiori'2a-.tion?jafdRcojeatsandvCons  t-ruetd on 

tC o'jS* X*
12. Annual Plan for Design X
13. £Appn3praaiinn^Reqne^d> for Design X X X

14. Approval of Initiation of Detailed
Design, updated Power Sales Agreements, 
and Updated Plan of Finance X

15. Award Contract for Detailed Design X
16. Annual Plan for Construction X
17. AppnapEfftfsfiCttp for Construction X X X
18. Approval of Final Plan of Finance and

Power Sales Agreements X
19. Approval of Start of Project Construction X
20. Award Construction Contracts X

* 10. V 1-

* Statutory requirements.

Note:

OMB's review is required for new projects that are larger than $1.5 MW 
for generation projects or cost more than $3,000,000 for transmission 

projects.

393/164/D 1
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T h e  c o m m i t t e e  s u b s t i t u t e  for HB 580 (Finance)nro a u t h o r i z e s  the 
c o n s t r u c t i o n  f o r  the B r a d l e y  L a k e  Iv'd r o d  e c  trie p r o j e c t  and the 
S u n i n e  R i v e r  h y d r o e l e c t r i c  p r o j e c t  ir a c c o r d a n c e  w i t h  AS 
4 4 . 8 3 . 1 9 5  a nr o t h e r  s t a t u t o r y  p r o v i s i o n s .

It is th i : i o f  r •• l e g i s l a t u r o  that the Ale si Pov;i,' • 
Authorit'* n w o r d  o fun dr- for detailed, d e s i g n  w o r k  on e i t h e r  of 
t h e r e  oroioct.r until p o w e r  s a l e s  n g r ^ m o n t s  h;, re b e e n  sico.-'d bv 
th u t i l i t i e  w h i c h  will p u r c h a s e  p o w e r  from the pr< Ie :ts . 
F u r t h e r ,  u n t i l  corapl i a n c 6  w i t h  the p r o v i s i o n ?  o f  A S  4 4 . 8 3 * 1 8 3  a n d  
A S  44,83,1-^5, w h i c h  r o g u i r o  a  r e v i e w  b v  th • O f f i c e  o c fiarwvgenienl 
arid Budget o f  a fensi h i 15 t* c-fudy and p l a n  of  f i n a n c c , and 
Mjbt'n tt." .1 Ly  the A! ask a Pov.v-; r Au khorit v to 1 he l.cgi 1.". hur*s ■' f an 
i n d e p e n d e n t  c o s t  o* •; i on t.< >, no fvirsdu p ha 1.1 be s p o o f ,

Be I/! ',
7 / - . .  ./ _ _____

: 7*hr.'okamn, C'.hfi io r.'. . 
J  - J
vr 'f'U "co r (?omn \. >: - or'
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