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SB 168 RELATING TO THE ALASKA POWER AUTHORITY.

ORIGINAL SPONSOR: RULES/ GOVERNOR. R0
We passed this bill out of Resources with a Committee Substitute (see

attached sectional analysis).
Finance Committee also did a C.S. that made the following change:

The Resources CS repealed AS 44.83.398(b)(2), the 'blackmail
clause", which says that if $5 billion is not deposited in the
APA fund by July 1986, power projects would have to have rates
set for them under the greater of 2 formulas. This could
result in the doubling of electric rates if Susitna is not
forthcoming.

Instead of repealing this clause, the Finance CS amends it
to $3.5 billion by 1990.

Rules Committee also did a C.S. that made the following change:

On page 1, line 16, delete "present". This would require
that to take action a majority of the members concur, rather
than , majority of the members present.

Both Finance and Rules Committees did a Letter of Intent (attached).

Generally, the b illmakes numerous clarifying and "house-keeping"
changes in the statutes governing operations and specifically bonding
matters of the APA. In addition, would make It permissive rather

than mandatory that the authority issue bonds for the energy program,
ensure that a feasibility study of a proposed project include an
independent cost estimate, and require APA to enter into power sales
contracts for energy transmission as well as production.

Passed out of Resources Committee 4/23/83 - all DO PASS.



STATE OF ALASKA
FINAL STATEMENT OF FISCAL [MPACT

Bill No: J Qatson5 - 1 1

Title: "An Art refating to the Alaska Power Authority; and providing to s ~
%ponsort: Rules Committee by request of the Governor
equestor:

1. Estimated fiscal impacts on:
a. Expenditures:

(Thousands of Daollars!
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b, Revenues: _ . . : :
| Revenue t < | | | | |

2. Source of funds to offset fiscal imoact of bill:

3. Assumotions

i
4, This statement has been reviewed by the OMB Sn the Office of the Governor. It may be
consiaered to represent the policy of the Sheffield Administration ana the final
estimate of fiscal imoact.

o Fric fnuld. Executive Director Phone: 277-7641
Division:  Alaska Power Authority | /) Date:.
Approved by Commissioner: Richard A Lyon Date:
Department” Commerce and Economic Development
Reviewed by OMB: Data:

HC*?- 'h re. s,

5. Distribution: o _
Original to Legislative Finance
Cooy to Deoartment
CoDy to Sponsor
Cooy to Requestor 2/8/83
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“LETT "R OF INTENT
CSSB  .168 (FIN)

The Leg islaturey in enacting leg islation estrubl ish ing the
Enemy Program for Alaskan expressed its desire, to provide
the lowest reasonable power costs to consumers* To further
actmieve n<l @ALlv il <€ the intent of the Leg is lattire to take
appropriate action to enhance the Al aska iower Author ity
ability to obizain lona-term bond f inanctn i at the lowest

possi hie cost.

The Legislature requests the Power Authority to fully explore
and study the desirabil ity and implicat ions of allowing the
Alaska Power Authority to sell a power project to a qualified
util ity and report its findings and reconwnmciat tons to the
Second Session of the I'hirteenth Legislature,. The study
should address both short-term and long-term impacts of the
proposal on the individual products» as well as on the over
all neiey Pro«dran for Al aska.

To f'ae |itate consummation of the power sale agreements a
to pre- lude new project service area energy rates from ex-
ceedi n the existing energy rates in the early years of the
new pr ject<s)» the Legislature requests the Power Author
to sktu y the problem expeditiously and recommend solutions

to 1lte Second Se.sioll of the Thirieenlth Leg islature« The

solutions proposed should consider the use of state equal ica-
tion grants or loans..

lhe Legislature alsc. requests the Power Authority to examine
the impact of the current restriction which prohibits util i~
ties that puri hase #ower from a Power Author ity pro ject i

set lower rati; . for industrial consumers than the rates chargee
res ident ial consumers..

i.t is the aii ther intent of the Legislature that the Power
Author it) consider extending its short term debt wlvlcit is

currently outstanding until the Leg islature has had nm
opportunity to address all of thuse 1issues nexc year.
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Offered: 4/27/83
Referred: State Affairs

Original sponsor: Rules/Governor

IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 168 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Alaira Power Authority; and
providing for an effective date.l
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.83.040 is amended to read:

Sec. 44.83.040. OFFICERS; MEETINGS; [AND] QUORUM. The directors
shall elect one of their number as chairman and may elect other offi-
cers they determine desirable. The powers of the authority are vested
in the directors, and four directors of the authority constitute a
quorum. Action may be taken and motions and resolutions adopted by
the authority at a meeting by the affirmative vote of a majority of
tjic [AT LEAST THREE] directors presentThe directors of the authori-
tv serve without compensation, but they shall receive the same travel
pay ,nd per diem ac |rovided by law for board members.

* Sec. 2. AS 44.83.040 1is amended by adding new subsections to read:

(b) The board may meet and transact business by an electronic

medium if

(1) public notice of the time and locations where the meet-
ing will be held by an electronic medium has been given in the same
manner as if the meeting were held in a single location;

(2) participants and members of the public in attendance

can hear and have the same right to participate in the meeting as if

TMSﬂ

available to

the meeting re conguctgd in person; a

ulations, an aud@o-visua materials reasonably

-1- CSSB 168(Res)
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p jrticipar.ts and to the public.

(c) A meeting by an electronic medium as provided in this sec-
tion has the same legal effect as a meeting 1in person.

(d) A director of the authority may not vote on a resolution of
the authority relating to a lease or contract to he entered into by
the authority under this chapter if the director is a party to the
lease or contract or has a direct ownership or equity interest in a
firm, partnership, corporation, or association that is a party to the
contract or lease. Wnen abstaining fron: voting, the director must
disci, "e the reason for the abstention. A director who is a member of
an electric cooperative that is organized under or subject to the
Electric and Telephone Cooperative Act (AS 10.25) may vote on a reso-
lution relating to a contract or lease to which that cooperative is a
party. The director shall disclose the cooperative membership at the
time of voting. Aresolution of the authority that is approved by a
majority of the directors present who are not barred from voting under
this subsection is a valid action of the authority for all purposes.
Sec. 3. AS 44.83.105 is amended to read:

Sec. 44.83.105. BONDS FOlI. POWER PROJECTS UNDER THE ENERGY PRO-
GRAM FOR /VvLASKA. The authority may [SHALL] borrow money and [SH"LL]
issue 1its bonds for the acquisition or construction of power projects
to be acquired or constructed under the energy program for Alaska.
The [ON WHICH THE] principal of and interest on the bonds are payable
from money derived from the sale of wholesale power from power proj-
ects financed under AS 44.83.380 - 44.83.425 from the power develop-
ment fund or from a sou <e referred to in AS 44.83.100 as the author-
ity determines. The bonds may be issued if

(1) appropriations to the power development fund for the

power project are insufficient to ~cover the —cost of acquiring or

CSSB 168(Res) -2-



constructing the power project; ind

(2) the authority determines that the amount of
the authority will pay on its bonds is not more than alternative costs
of securing money from other sources, except for the general fund, to
pay for the acquisition or construction of the power project.
Sec. 4. AS 44.83.110(b) 1is amended to read:

(b) Notwithstanding any other provisions of this <chapter,
trust indenture, trust agreement, secured loan agreement, or other
instrument or the resolution constituting a contract with bondholders
shall contain a covenant by the authority that it will at all times
maintain rates, fees or charges sufficient to pay, and that a contract
entered into by the authority for the sale, transmission or distribu—
tion of power shall contain rates, fees or charges sufficient to pay
the costs of operation and maintenance of the project, the principal
of and interest on uonds issued under the trust agreement as the same
severally become due and payable, to provide for debt service coverage
as considered necessaryby the authority for the marketing of 1its
bonds and to provide for renewals, replacements and improvements of
the project, and to maintain reserves required by the terms of the
trust agreement. This subsection does not require a covenant that
varies from a covenant entered into in accordance with the provisloas
of AS 44.83.380 - 44.83.425.

Sec. 5. AS 44.83.120 is amended to read:

Sec. 44.83.120. VALIDITY OF PLEDGE. It is the intention of the
legislature that a pledge made in respect of bonds is considered
perfected and is [SHALLBE] valid and binding fromthe time the pledge
is made; that the moneyor property so pledged and thereafter received
by the authority shall immediately be subject to the lien of the

pledge without physical delivery or further act; and that the lien of

-3- CSSB 168(Res)
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the pledge shall be valid and binding as against all parties having
claims of any r,] in tort, contract orotherwise against the authori —
ty irrespective of whether the parties havenotice. Neither the
resolution, trust agreement nor any other instrument by which a pledge
is created need be recorded or filed under theprovisions of the
Uniform Commercial Code to be perfectedor to be wvalid, binding or
effective against the parties.

Sec. 6. AS 44.83.185(a) 1is amended to read:

(a) The authority shall submit a feasibility study and plan of
finance, 1including a cost estimate from an independent source, for a
proposed new project to the legislature. When the report of the divi—
sion of budget and management examining the feasibility study and plan
of finance is completed as required by AS 44.83.183, it shall be sub-—
mitted to the legislature.

Sec. 7. AS 44.83.195(a) 1is amended to read:

(a) When a project is operated by the authority, the authority
shall enter into one or more contracts for the sale of electrical
power , energy, transmission capacity, or service from the project.
Unless the contract is entered into under AS 44.83.380 - 44.83.425, a
[A] contract entered into under this section shall meet all require—
ments of AS 44.83.090.

,ec. 8. AS 44.83.361(a)(2) 1is amended to read:
(2) principal [AND INTEREST] payments on loans made
this section.

Sec. 9. AS 44.83.361(c) 1is amended to read:

(c) A loan from the rural electrification revolving Jloan fund

shall bear an annual rate of interest of two percent of the unpaid
balance of the loan. Interest received on a loan made under this sec—

tion must be transferred monthly to the commissioner of revenue for

CSSB 168(Res) -4-
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deposit in the general fund.
Sec. 10. AS 44.83.361(d)(2)(B) is amended to read:

(B) payments on the unpaid balance of the princij
the loan for each new consumer served by the electric service
extended with the loan proceeds [DURING THE PRECEDING YEAR FOR
WHICH THE LOAN WAS MADE]; payments on the unpaid balance of the
principal of the loan shall be made at a rate equal to the dif-
ference between the actual cost of making the service connection
to the consumers and the minimum investment per consumer required
of the utility before a loan is made under (b) of this section.

Sec. 11. AS 44.83.361 is amended by adding new subsections to read:
(f) In this section,

(1) "consumer" means a person, as defined in AS 01.10.-
060(7), or a governn.ental agency, if the person or governmental agency
requests and offers to pay for electrical service to a facilicy or
part of a facility; the authority shall consider a person who, or a
governmental agency that, offers to pay for electrical sei'vice to
several facilities to be a separate consumer for each facility, if
each facility is physically separate from another facility, other than
through electric service linen, and if the person or governmental
agency requests and offers to pay for electrical service to each
facility;

(2) "facility" means a structure capable of receiving and
using electrical energy; and

(3) "governmental agency" includes, with respect to the
state or federal government or a municipal government, a legislative
body, board of regents, administrative body, board, commission, com-
mittee, subcommittee, authority, cout.cil, agency, public corporation,

school board, department, division, bureau, or other subordinate unit,

-5- CSSB 168(Res )



whether advisory or otherwise, of the state, federal, or municipal
government.
Sec. 12. AS 44.83.384(b)(1) 1is amended to read:

(¢D) is economically feasible [MEETS THE REVENUE REQUIRE—
MENTS OF AS 44.83.394]; and
Sec. 13. AS 44.83.384(c) is amended to read:

(c) Notwithstanding (b)(1l) of this section and AS 44.83.396 -

4A .83.398 [AS 44.83.394 - 44.83.398], the fund may be used by the
authority to provide money for the cost of a power project that is or

was either constructed or [AND] owned by the United States government

if the requirements of this subsection are met. The provisions of
AS 44.83.177 - 44.83.187 do not apply to a power project financed
underthis subsection. The authority may use money in the fund for

the cost of a power project under this subsection if

11)he legislature enacts a law approving the project;

(2) the division of budget and management in the Office of
the Governor reviews a feasibility study and a plan of finance for the
project and determines that the feasibility study complies with the
requirements for a feasibility study submitted under AS 44.83.181(b)
r id that the plan of finance complies with the requirements for a plan
of finance submitted under AS 44.83.181(c); and

(3) the project meets the other requirements of this chap—

ter.
Sec. 14. AS 44.83.386 1is amended to read:

Sec. 44.83.386. INVESTMENT OF FUND. The Department of Revenue
shall invest the money 1in the fund in accordance with AS 37.10.070 and
37.10.075. The Department of Revenue shall provide money in the fund
to the authority only after costs have been [A COST FOR A PROJECT 1IS]

incurred or amounts in the fund have been otherwi.se obligated under



contracts for the acquisition and construction of a project. Amounts
that have been obligated, but for which costs have not yet been incur-
red, may be segregated bythe Department of Revenue or transferred to
the authority only with the prior approval or agreement of the commis-
sioner of revenue. Interest received on money that is segregated or
transferred under this section must be deposited in the general fund.
Sec. 15. AS 44.83.396(a)is amended to read:

(a) A power projectthat is acquired or constructed as part of
the energy program for Alaska is ownedj [BY THE STATE] and shall be
administered”™ by the authority.

Sec. 16. AS 44.83.396(c) is amended to read:

(©) The authority shall enter into a contract or lease under
reasonable terms and conditions to permit the applicant utility to
operate the power project when the applicant utility is the only
wholesale power customer to be served directly by the power project
unless the authority determines a utility making application for a
contract or lease to operate a power project is not a qualified util-
ity or is not capable of operating that power project efficiently and
in a manner that is consistent with national standards for the indus-
try and with agreements with bondholders.

Sec. 17. AS 44.83.396(e) is amended to read:

(e) When the authority permits a power project to be operated by

a qualified utility under a contract or lease, the authority shall

(1) review and approve the annual budget for the operation
and maintenance of the power project; and

(2) assure that the project is being operated efficiently
and in a manner that is consistent with national standirds for the
industry and agreements with bondholders.

Sec. 18. AS 44.83.398(c) is amended to read:

-7- CSSB 168 (Res)



1 (c) The authority shall transmit all the money that it receives

2 under (a) 0): this section to the commissioner of revenue for deposit
3 in the state general fund except for money it has pledged or otherwise
4 covenanted to secure bonds [IN ACCORDANCE WITH CONTRACTS WTH BOND
5 HOLDERS] .

6 * Sec. 19. AS 44.83.398(e) is repealed and reenacted to read:

7 (e) After determining the wholesale jiwer rate for a power proj-
8 ect under the provisions of this section, the authority may adjust the
9 rate or change the rate provisions to insure that the revenue derived
10 from that power project and the aggregate revenues of the authority
11 will be adequate to comply with rate cove..ants and other agreements
12 contained in any trust indenture or trust agreement entered into by
13 the authority for the security of the holders of bonds issued to
14 finance the power project.

15 * Sec. 20. AS 44.83.398(g) is amended to read: . leckl/fA" ‘/’\\rn_Vv' "
16 (9) For the purposes of (b)(1)(B) [AND (b)(2)(fl)(ii)] of this
17 section, a power project's proportionate share of debt service on
18 state loans and bonds for all power projects in the energy program for
19 Alaska is equal to the state's investment in the power project divided
20 by the state's investment in all rower projects in the energy program
21 for Alaska and multiplied by the debt service on state loans and bonds
22 for all power projects in the energy program for Alaska. In this
23 subsection

24 (1) "state's investment in the power project" includes all
25 state money invested in a power project, including loans, grants, and
26 proceeds from bonds, less the principal repayments on the project's
27 proportionate share of debt service on state loans and bonds;

28 (2) "state's investment in all power projects in the energy
29 program for Alaska" includes all state money invested in the power

CSSB 168 (Res) -8-



projects, other than interties, in the energy program for Alaska,
including loans, grants, and proceeds from bonds, less the principal
repayments on bonds and state loans issued for the power projects.
Sec. 21. AS 44.83.398(h) is amended to read:

(h) Notwithstanding (g) of this section, in the 1983 state
cal year the proportionate share of debt service under (b) of this
section, expressed as a rate, for a power project for which a con-
struction contract has been awarded before the effective date of this
Act may not exceed the average debt service component ofthe wholesale
power rate for all power projects in the energy program for Alaska.
The limit imposed by th's subsection shall be increased in the 1984
state fiscal year to four percent above the average -'sbt service com
ponent of the wholesale power rate for all power projects' in the
energy program for Alaska and by an additional four percent above that
average in each succeeding state fiscal year. |If application of this
subsection results in the production of insufficient revenue to pay
the total debt service for all projects in the energy program for
Alaska, a project that does not have its share of debt service limited
under this subsection shall be subject to a rate in addition to the
rate established under (b) of this section. The additional rate is
the rate that the authority estimates is necessary to produce revenue
that is sufficient to pay the difference between the total debt ser-
vice for all projects in the energy program for Alaska and the revenue
actually produced to pay that debt service, multiplied by a fraction
whose numerator is the total cost of the project and whcse denominator
is the total cost of all of the projects that are subject to the
additional rate. In this subsection, "projects in the energy program
for Alaska" does not include an intertie that is authorized {3 a

separate project as described in (f) of this section.

-9- CSSB 168(Res)
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* Sec.22. AS 44.83.425(2) is amended to read:

(2) "debt service" means the amounts covenanted with re-
specc to, or pledged to pay, bonds undera trust agreement securing
[CASH FLOW NECESSARY TO SECURE] bonds;

* Sec.23. AS 44.83.184. 44.113.195(b), 44.83.382(b)(2), 44.83.394 and
44.83.398(b)(2) are repealed.

* Sec.24. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

CSSB 168(Res) -10-



© 0O N o o~ w N Rk

5K R ©

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

o >CS imde onit™ 1 cunC;:
Offered:  5/26/83 0.1 line- (o, deJetrprtseW5 .

Referred: Rules

Original sponsor: Rules/Governor

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 168 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Power Authority; and
providing for an affective date."
BE IT ENACTED BY THE LEGISLATURE OF THE JTATE OF ALASKA:
* Section 1. AS 44.83.040 is amended to read:

Sec. 44.83.040. OFFICERS; MEETINGS; [AND] QUORUM The directors
shall elect one of their number as chairman and may elect other offi-
cers they determine desirable. The powers of the authority are vested
in the directors, and four directors of the authority constitute a
quorum. Action may be taken and motions and resolutions adopted by
the authority at a meeting by the affirmative vote of a majority of
the [AT LEAST THREE] directors ~present™ The directors of the authori-
ty serve without compensation, but they shall receive the same travel
pay and per diem as provided by law for board members.

* Sec. 2. AS 44.83.040 is amended by adding new subsections to read:

(b) The board may meet and transact business by an electronic
medium if

(L) public notice of the time and locations where the meet-
ing will be held by an electronic medium has been given in the same
manner as if the meeting were held in a single location;

(2) participants and members of the public in attendance
can hear and have the same right to participate in the meeting as if
the meeting were conducted in person; and

(3) copies of pertinent reference materials, statutes, reg-

ulations, and audio-visual materials c’e reasonably available to

-1- CSSB 168fF-ijv)
Rules
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participants and to the public.

(c) A meeting by an electronic medium as provided in {his sec-
tion has the same legal effect as a meeting in person.

(d) A director of the authority may not vote on a resolution of
the authority relating to a lease or contract to be entered into by
the authority under this chapter if the director is a party to the
lease or contract or has a direct ownership or equity interest 7\ a
firm, partnership, corporation, or association that is a party co the
contract or lease. When abstaining from voting, the director must
disclose the reason for the abstention. A director who is a member of
an electric cooperative that is organized wunder or subject to the
Electric and Telephone Cooperative Act (AS 10.25) may v.ite on a reso-
lution relating to a contract or lease to which that cooperative is a
party. The director shall disclose the cooperative membership at the
time of voting. A resolution of the authority that is approved by a
majority of the directors present who are not barred from voting under
this subsection is a valid action of the authority for all purposes.
Sec. 3. AS 44.83.105 is amended to read:

Sec. 44.83.105. BONDS FOR POAMER PROJECTS UNDER THE ENERGY PRO-
GRAf' FOR ALASKA. The authority may [SHALL] borrow money and [SHALL]
issue its bonds for the acquisition or construction of power projects
to be acquired or constructed under the energy program for Alaska.
The [ON WHICH THE] principal of and interest on the bonds are payable
from money derived from the sale of wholesale power from power proj-
ects financed under AS 44.83.380 - 44.83.425 from the power develop-
ment fund or from a source referred to in AS 44.83.100 as the author-
ity determines. The bonds may be issued if

(D) appropriations to the power development fund

power project are insufficient to cover the cost of acquiring or

CSSB 168 (Fin) -2-
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constructing the power project; and

(2) the authority determines that the amount of
the ai .hority will pay on its bonds is not more than alternative costs
of securing money from other sources, except for the general fund, to
pay for the acquisition or construction of the power project.
Sec. 4. AS 44.83.110(b) is amended to read:

(b) Notwithstanding any other provisions of this chapter,
trust indenture, trust agreement, secured loan agreement, or other
instrument or the resolution constituting a contract with bondholders
shall contain a covenant by the authority that it will at all times
maintain rates, fees or charges sufficient to pay, and that a contract
entered into by the authority for the sale, transmission or distribu-
tion of power shall contain rates, fees or charges sufficient to pay
the costs of operation and maintenance o'5the project, the principal
of and int *rest on bonds issued under the trust agreement as the same
severally become due and payable, to provide for debt service coverage
as considered necessary by the authority for the marketing of its
bonds and to provide for renewals, replacements and improvements of
the project, and, to maintain reserves required by the terms of the
trust agreement. Thi3 subsection does not require a covenant that
varies from a covenant entered into in accordance with the provisions
of AS 44.83.380 - 44.83.435.

Sec. 5. AS 44.83.120 is amended to read:

Sec. 44.83.120. VALIDITY OF PLEDGE. It is the intention of the
legislature that a pledge made in respect of bonds is considereo
perfected anr is [SHALL BE] valid and binding from the time the pledge
is made; that the money or property so pledged and thereafter reci ad
by the authority shall immediately be subject to the lien of the

pledge without physical delivery or further act; and that the lien of

-3- CSSB 168 (Fin)
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the pledge shall be valid and binding as against all parties having
claims of any kind in tort, contract or otherwise againstthe authori-
ty irrespective of whether the parties havenotice. Neither che
resolution, timst agreement nor any other instrument by which a pledge
is created need be recorded or filed under theprovisions of the
Uniform Commercial Code to be perfected or to be valid, binding or
effective against the parties.

*Sec. 6. AS 44.83.185(a) is amended to read:

(a) The authority shall submit a feasibility study and plan of
finance, including a cost estimate from an independent source, for a
proposed new project to the legislature. Wher the report of the divi-
sion of budget and management examining the /risibility study and plan
of finance is completed as required by AS 44.83.18’, it shall be sub-
initted to the legislature.

*jec. 7. AS 44.83.195(a) is amended to read:

(a) When n project is operated by the authority, the authority
shall enter into one or more contracts for the sale of electrical
power , energy, transmission capacity, or service from the project.
Unless the contract is entered into under AS 44m83.380 - 44.83.425, a
[A] contract entered into under this section shall meet all require-
ments of AS 44.83.090.

*Sec. 8. AS 44.83.361(a)(2) is amended to read:

(2) principal [AND INTEREST] puyments on loans made under
this section.
*Sec. 9. AS 44.83.361(c) ii, amended to read:

(c) A loan from the rural electrification revolving Iloan fund
shall bear an annual rate of interest of two percent of the unpaid
balance of the loan. Interest received on a loan made under this sec-

tion must be transferred monthly to the commissioner of revenue for

CSSB 168(Fin)
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deposit in the general fund.
* Sec. 10. AS 44.83.361(d)(2)(B) is amended to read:
(B) payments on the unpaid balance of the principal of
t e loan for each new consumer served by the electric service
extended with the loan proceeds [DURING THE PRECEDING YEAR FOR
WHICH THE LOAN WAS MADE]; payments on the unpaid balance of the
principal of the loan shall be made at a rate equal to the dif-
ference between the actual cost of making the service connection
to the consumers and the minimum investment per consumer required
of the utility before a loan is made under (b) of this section.
* Sec. 11. AS 44.83.361 is amended by t.dding a new subsection to read:
(f) In this section,
(1) "consumer" means a person, as defined in AS 01.10.-
060(7), or a governmental agency, if the person or governmental agency
requests and offers to pay for electrical service to a facility or
part of a facility; the authority shall consider a person who, or a
governmental agency that, offers to pay for electrical service to
several facilities to be a separate consumer for each facility, if
each facility is physically separate from another facility, other than
through electric service lines, and if the person or governmental
agency requests and offers to pay for electrical service to each
facility;
(2) "facility” means a structure capable of receiving and
using electrical energy; and
(3) "governmental agency" includes, with respect to the
state or federal government or a municipal government, a legislative
body, board of regents, administrative body, board, commission, com
mittee, subcommittee, authority, council, agency, public corporation,

school board, department, division, bureau, or other subordinate unit,

-5- CSSB 168 (Fin)
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whether advisory or otherwise, of thestate,federal, or municipal
government.
* Sec. 12. AS 44.0j.384(b)(1) is amended to read:
(1) is economically feasible [MEETS THE REVENUE REQUIRE-

MENTS OF AS 44.83.394]; and
* Sec. 13. AS 44.83.384(c) is amended to read:

(c) Notwithstanding (b)(1) rf this section and AS 44.83.396 -
44.83 w398 [AS 44.83.394 - 44.83.398], thefund may be used by the
authority to provide money for the cost of a pover project that is or

was either constructed or [AND] owned by the United States government

if the requirements of this subsection are met. The provisions of
AS 44.83.177 - 44.83 )7 do not applyto a power project financed
under this subsection. I|he authority mayuse iaoneyin the fund for

the cost of a power project under this subsection if

(1) the legislature enacts a law approving the project;

(2) the division of budget and management in the Office of
the Governor reviews a feasibility study and a plan of finance for the
project and determines that the feasibility study complies with the
requirements for a feasibility study submitted under AS 44.83.181(b)
and that the plan of finance complies with the requirements for a plan
of finance submitted under AS 44.83.181(c); and

(3) the project meets the other requirements of this chap-
ter.

* Sec. 14 AS 44.83.386 is amended to read:

Sec. 44.83.386. INVESTMENT OF FUND. The Department of Revenue
shall invest the money in the fund in accordance with AS 37.10.070 and
37.10.075. The Department of Revenue shall provide money in the fund
to the authority only after costs have been [A COST FOR A PROJECT IS]

incurred or amounts in the fund have been otherwise obligated under

CSSB 168 (Fin) -6-
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contracts for the acquisition and construction of a project. Amounts
that have been obligated, but for which costs have not yet been incur-
red, may be segregated by the Department of Revenue or transferred to
the authority only with the prior approval or agreement of the commis-
sioner of revenue. Interest received on money that is segregated or
transferred under this section must be deposited in the general fund.
*Sec. 15. AS 44.83.396(a) is amended to read:

(a) A power project that is acquired or constructed as part of
the energy program for Alaska is owned, [BY THE STATE] and shall be
administered”™ by the authority.

*Sec. 16. AS 44.83.396(c) is amended to read:

(c) The authority shall enter into a contract or lease under
reasonable terms and conditions to permit the applicant utility to
operate the power project when the applicant utility is the only
wholesale power customer to be served directly by the power project
unless the authority determines a utility making application for a
contract or lease to operate a power project is not a qualified util-
ity or i3 not capable of operating that power project efficiently and
in a manner that is consistent with national standards for the indus-
try and with agreements with bondholders.

*Sec. 17. AS 44.83.396(e) is amended to read:

(e) When the authority permits a power project to be operated by

a qualified utility under a contract or lease, the authority shall

(1) review and appi'‘ove the annual budget for the operation
and maintenance of tht power project; and

(2) assure that the p jject is being operated efficiently
and in a manner that is consistent with national standards for the
industry and agreements with bondholders.

*Sec. 18. AS 44.83.398(b)(2) is amended to read:

-7- CSSB 168 (Fin)
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(2) If, by July 1, 1990 [1986], thelegislature has not
appropriated at least $3,500,000,000 [$5,000,000,000] to the fund, in
addition to appropriations 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 amount the authority has in-
vested in the power project, includingloans andgrants made by
the state; or

(B) the rate that the authority estimates is necessary
to produce revenue sufficient to pay

(i) operation, maintenance, and equipment re-
placement 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.

* Sec. 19. AS 44.83.398(c) is amended to road:

(c) The authority shall transmit ail the money that it receives
uader (a) of this section to the commissioner of revenue for deposit
in the state general fund except fc® money it has pledged or otherwise
covenanted to secure bonds [IN ACCORDANCE WITH CONTRACTS WTH BOND-
HOLDERS],

* Sec. 20. AS 44.83.398(e) is repealed and reenacted to rec;d:

CSSB 168(Fin) _8-
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(e) After determining the wholesale power rate for a power proj-
ect 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 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, the power project.

Sec. 21. AS 44.83.398(h) is amended to read:

(h) Notwithstanding (g) of this section, in the 1983 state fis-
cal year the proportionate share of debt service under (b) of this
section, expressed as a rate, for apower project for which a con-
struction contract has been awarded before the effective date of this
Act may not exceed the average debtservice component ofthe wholesale
power rate for all power projects in the energy program for Alaska.
The limit imposed by this subsection shall be increased in the 1984
state fiscal year to four percent above the average debt service coin-
ponent of the wholesal'i power rate for all power projects in the
energy program for Alaska and by an additional four percent above that
average in each succeeding state fiscal year. |If application of this
subsection results in the production of insufficient revenue to pay
the total debt service for all projects in the energy program for
Alaska, a project that does not have its share of debt service limited
under this subsection shall be subject to a rate in addition to the
rate established under (b) of this section. The additional rate is
the rate that the authority estimates is necessary to produce revenue
that is sufficient to pay the difference between the total debt ser-
vice for all projects in the energy program for Alaska and the revenue

actually produced to pay that debt service, multiplied by a fraction

-9- CSSB 168(Fin)



whose numerator is the total cost of the project and whose denominator
is the total cost of all of the projects that are subject to the
additional rate. |In this subsection, "projects in the energy program
for Alaska" does not include an intertie that is authorized as a
separate project as described in (f) of this section.

* Sec. 22. AS 44.83.425(2) is amended to read:

(2j "debt service" means the amounts covenanted with re-
spect to, or pledged to pay, bonds under a trust agreement securing
[CASH FLOW NECESSARY TO SECURE] bonds;

* Sec. 23. AS 44.83.186, 44.83.195(b), 44.83.382(b)(2), and 44.83.394

are repealed.

* Sec. 24. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

CSSB 168(Fin) -10-
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DICK ELIASON

PAUL FISCHER

VIC FISCHER

BOB MULCAHY

ARLISS STURGULEWSKI

"> Hate Hegfelature

_ Senate
Committee on Resources

TO: Senate Resources Committee Members
FROM: Senate Resources Committee Staff
RE: Hearing, 4/15/83

DATE: April 14,

The following bills will

1983

pouch V

STATE CAPITAL
JUNEAU, ALASKA 99811
(907) 465-3834

(907) 465-3835

be before the Committee Friday,

Committee Substitute has been prepared
specific

April 14.

SB 11 MAKING SPECIAL APPROPRIATIONS TO THE ALASKA POWER
AUTHORITY.

Please note that a draft

for this bill, which would appropriate funds for
projects. We are expecting testimony on these projects

the APA at our hearing.

SB 168 RELATING TO THE ALASKA T-OMER AUTHORITY.

Attached are the Governor's transmittal letter

prepared by the Senate Advisory Council.
meetings of the APA by electronic media, make it
rather than mandatory that the authority
ensure that a feasibility

energy program,

from

and an analysis
SB 168 would permit
permissive
issue bonds for the
study of a proposed

project include an independent cost estimate, require APA to

enter into power sales contracts for
repeal the "Susitna blackmail clause"

production, and

energy transmission as well

(the

portion of the wholesale power rate provision which makes
future rates contingent on the appropriation of $5,000,000,000

to the power development fund before July 1,

1986).

SJR 3 PROPOSING AMENDMENTS TO THE CONSTITUTION OF THE STATE OF

ALASKA RELATING TO AGRICULTURAL RIGHTS

The amendment proposes when State

IN STATE LANDS.

lands which are classified as

agricultural and are disposed of either by sale or long term
>



Committee Memo
April 14, 1983

lease, only agricultural rights to the lands can be conveyed.
The amendment is designed to place in the Constitution the
requirements of existing law to ensure that agricultural
lands are never converted to other uses.

Tht hearing is scheduled for Friday, April 14th at
3:0C p.m. in the Beltz Room.
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LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM April 15, 1983
SUBJECT: Alaska Power Authority

(SB 168)
TO: Senator Bettye Fahrenkamp

Chairman, Senate Resources Committee

FROM: Linn H. Asper
Legislative Counsel

I have prepared statutory language for SB 168 that would
allow a director of the authority to vote on a lease or
contract with an electric cooperative even though the
director is a member of that cooperative:

On page 2, line 13: After "purposes." add a new
sentence to read:

"Notwithstanding the other provisions of this sub-—
section, a director who is a member of an electric
cooperacive may vote on a resolution of the authority
relating to a lease or contract with that cooperative."

LUB:1jb
15/001
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_ Senate
Committee on RESOUYCGS;

April 20, 1983
Memo
To.  Senate Resources Committee Members
From: Senate Resources Committee Staff
Subject: SB 168, Relating to the Alaska Power Administration

On Friday, April 22, the Committee will *gain take up consideration of this
bill. This bill makes numerous clarifying and "house-keeping" changes i

the statutes governing quranons_and spécifically bonding matters 0of the APA
At the hearing on the bill on April 15, several amendments were offered. It
was requested” that the amendments be submitted to APA for comment. The APA
and other concerned parties have subsequently agreed to the attached three.
amendments numbered Amendments 1-3. Amendmént humber 2 was changed from its
original form to retain the existing language contained in SB 168 and strike
another redundant clause.

Senator Fischer has also submitted the attached Amendment No. 4. This amendment
IS currently bemq reviewed b?]/ the APA and the Division of Legal Services,

The amendmént would require that prior to any project construction, che APA would
have to have completed power sale contracts.

In addition, Senator Eljason ma?é Propose an amendment to include the general
provisions of HB 4 barring blanket insurance pro?rams by the state on projects
such as hydroelectric construction projects. ~Attached 1s a copy of HB 4.



Bill Sheffield, Governor

DEPARTMENT OF LAW

OFFICE OF THEATTORNEY GENEHAL

April 21, 1983

The HonorabLe Betty Fahrenk;.mp
Senator

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

Re: SB 168, relating to the
Alaska Power Authority
A.G. No. 377-023-83

Dear Senator Fahrenkamp:
The governor®s office has relayed a request for our

comments regarding the amendments to FB 168 which were proposed
at the hearing of the Senate Resources Committee on April 15,

1983. I discussed the proposed amendments with the APA"s staff,
bond counsel and underwriters, and found no opposition to the
proposed amendments. Our comments regarding each specific

amendment follow:

(1) This amendment to page 1, setuion (d), lines 4-13,
would allow a director to vote on a contract or lease between the
power authority and an electric co-operative of which the
director is a member, and would require the director to disclose
this membership at the time of voting. We agree that this
amendment would ensure that the APA Board 1is able to act on
contracts and leases regardless of the membership of directors 1in
any electric co-operative.

(2) This amendment to page 4, section 6, lines 4-10
would omit an amendment to AS 44.83.185(a), which would have
required that the APA submit to the legislature aR independent
cost estimate for a proposed new project along with its
feasibility report and plan of finance for that project. The APA
could still obtain an independent cost estimate at that stage but
would not be required to do so. Requiring an early, independent
cost estimate would give the legislature more information with
which to evaluate a project before approving it. However, we do
not view this requirement as essential to facilitating the



The Honorable Betty Fahrenkamp April 21, 1983
File No. 377-023-83 Page 2

rating quality or marketability of bonds 1issued for a project
which has been approved.

(3) As we wundertand 1it, this proposal 1is to repeal
AS 44.83.394 and make conforming amendments to AS 44.83.384(b) (1)
and (c). The reference to "deleting” AS 44.83.394 1is confusing.
If section 14 1is simply deleted from SB 168, AS 44.83.394 will
remain unchanged. Section 22 of the bill, page 9, line 19 could
be amended to repeal AS 44.83.394. There 1is a typographical
error in the proposed amendment; 1in reference to page 5, line 29
of the Dbill, the change should be from AS 44.83.394_ to
AS 44.83.396". There is no section AS 44.83.395. We agree that
the provisions of AS 44.83.384(b)(1l) and 44.83.394 are presently
redundant, and that the proposed repeal of AS 44.83.394 and
amendment to AS 44.83.384(b)(1) would solve this redundancy.

I will be present at your hearing of this bill on
Friday, April 22, 1983, and will testify 1if there are any
questions.

Sincerely,

NORMAN C. GORSUCH
ATTORNEY GENERAL

By:
Assistant Attorney General
LLD:jf

cc: Ray Benish
Director of Finance
Alaska Power Authority

Dick Lyon

Commissioner

Department: of Commerce & Economic
Development

Emil Notti
Legislative Assistant
Office of the Governor



Senate Resources Committee

April 15, 1983

Proposed Amendments , SB 168 (APA)
1) On page 2, section (d), lines 4-13, make the following changes:

"(d) Adirector of the authority may not vote on a resolution of
the authority relating to a lease or Contract to be entered into by the
authority under this chapter if the director is a party to the lease or
contract’ or has a direct ownership or equity interest ‘in a firm, partner-
ship, corporation, or association that is a party to the contract or lease.
When abstaining from voting, the director must disclose the reason for the
abstention.  Adirector who is a member of an electric cogperative which is
organized under or subgect to the Electric and Telephone Cooperative Act
(AS 10.25.01Q--10.25.6 01 as provided in that act may vote on a resolution
regarding a contract or lease to which the cooperative is a party and shall
diSclose” that membership at the time of voting. A resolution of” the authori-
ty that is approved by a majority of the direCtors present who are not
barred from voting under this subsection is a valid action of the authority
for all purposes.

Rationale
Thu intent of the amendment is to exempt directors who are customers of

electric coops, and therefore by definition part owners, from the conflict
of interest Broh|b|t|on on voting. It is conceivable that a majority of the

Board m|ght e coop customers, such as of Chugach Electric Coop 'in Ancharage,
at rgllate toard action on a project such as the Anchorage-Fairbanks Intertie
problematic.

2) On page 4, delete section 6, lines 4-10. That section reads as follows:

Sec. 6. AS_44.83.185(a) js amended to read:. . _

, éa) The authority shall submit a feasibility study and plan of finance”
inclu mq a cost estimate from an independent source, for a proposed new
project To the legislature. When the report of the division of budget and
management examlnln% the feasibility study and Plan of finance is completed
as réquired by AS 44.83.183, it shall be Ssubmitted to the legislature.

Rationale

Section 44.83.186 requires an independent cost estimate after the legislature
approves a project and allows only a 7.5% increase in costs without havin

to revise the feasibility study and resubmit the study and the independen
estimate to the legislature for reapproval. The APA1s currently obtaining .
independent cost eStimates in advance and verifies estimates in-house to avoid
coming back to the legislature. The amendment is felt to be redundant and would
require unnecessary costs, especially in the case of smaller projects.

3) Page 7, line 1, Sec. 14. [;AS 44.83.394 is deleted/7
Page 5, before line 28, add the following new section and renumber accordingly:
Sec. 12. AS 44.83.384(b)(1) is amended to read:

, "Eb) Money in the fund may be used under (a) of this section only for
a project that



(1) (jneets the revenue requirements of AS 44.83.394] is economicall
feasible; and

Rationale

—

The effect of the Administration's amendment in the bill to 44.83.394 would be to
make the project expendityres dependent on an authority's finding that the pro-
ject is ecoriomicallyfeasible.  Section 44.83.394(b) addressestie same allowed
uses of money in thefund and makes the sections redundant. Thisamendment

would preserve the intent to ensure economical feasibility while eliminating

the redundancy.

On page 5, line 29, change "AS 44.83.394--" to 'AS 44.83.395--"
This is a conformingamendment to the above change.

—



ALASKA POWER AUTHORITY

334 WEST 5th AVENUE - ANCHORAGE, ALASKA 99501

TELECOPIED 4/21/83

April 21, 1983

Senator Bettye Fahrenkamp
Alaska State Legislature

Pouch V (Mail Stop 3100)

Juneau, Alaska 99811

Dear Senator Fahrenkamp:

Phone: (907) 27
{907} 2

Pursuant to your request, enclosed is a statement

regarding the proposed changes to AS 44.83. The
for reasons stated.

Sincerely,

RJIB:kj s
Enel.
cc: Laura Davis, Department of Law

Alaska Power Authority Board
of Directors

statement
includes an alternative section that may be employed

[-[6
6-00

41
01



The following new section lias been proposed for AS

44.S3 (Alaska Power Authority"s statutes):
AS 44.83.395. POWER SALES CONTRACT

REQUIREMENTSe The Alaska Power Authority may

not begin construction or site preparation of

a power project until power sales agreements

have been completed that contractually obli—

gate participating utilities to purchase

wholesale power at the rates required under

44.83.398.
This provision would 1limit the flexibility and bargaining posi—
tion the Authority may have 1in obtaining the very power sales
agreements (or their equivalents) sought by the author of this
proposed legislation. Although obtaining full contractual com—
mitments prior to major construction of a project 1is generally
the preferred course, there may be times when some construction
including site clearing may be desirable in order to take advan—
tage of short construction seasons and the like. Furthermore,
there may be instances where aprospective purchaser of power may
hold outand iofuse to sign or "complete” a power sales agreement
despite the fact that other prospective purchasers already have.
Other problems with the proposed legislation relate to the very
intent of a "completed"™ power sales agreement. Does a "complet—
ed"” power sales agreement preclude amendments and revisions 1in
order to, for example, make the agreement more palatable to the

underwriting community? Consequently, it 1is suggested that the

legislative intent underlying the proposed new section may be met



by providing that clear memoranda of understanding or letters of
intent (commitments which are something Jless than a "complete"
power sales agreement) would afford the Authority sufficient
flexibility to go forward with construction. The following ver—

sion of the proposed new section 1is therefore offered:

AS 44.83.395. REQUIREMENTS FOR THE SALE OF
POWER. The Authority may not begin construc—
tion of a power project until the Authority
obtains binding assurances, in the form of
letters of intent, memoranda of understanding
or contracts for the sale of power, from
prospective purchasers of power from the
power project that the amounts required under
AS 44.83.398 will be paid to the Authority.
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Senate
Office of tlte President Staﬁ%u%haﬁ\i/tol
Official Business Juneau, Alaska 99811

April 11,1983
T0: SenateResources Committee _

Senator Bettye Fahrenkamp, Chair
FROM: Senator JayKerttula \

Senate President \
SUBJECT: SB 168 (\

When the Resources Committee considers SIT"168 the Governor's Dbill
that would restructure the Alaska Power Auth orlty you may wish to
refer to the attached memo by Kurt Dzinich of the Senate Advisor

Council,  He has provided somé valuahle sugtgestmns as to how the APA
may bet er serve the energy needs of the S

Thank you for considering this report.

Attachment



Alaska j§iafc "legislature

Advisory Council Members
Senator Kerttula, Chairman Pouch V

Senator Bennett State Capital
Senator Vic Fischer Juneau, Alaska 99811

Senator Fahrenkaup Phone: (907)465-3114

SENATE ADVISORY COUNCIL

MEMORANDUM

T0: Senator Kerttula
President
Alaska State Senate

FROM: Kurt S. Dzinich”P
Senior Advisor ,
Senate Advisory Council

DATE: April 1, 1983
RE: Alaska Power Authority

In response to our recent discussion, | am providing you with some
thoughts on how to improve the workings and the effectivenéss of the Alaska
Power Authority in carrying out its Ieégislatively mandated obligations.
While the Authority has done an admirable job urider sometimes trying
circumstances, it 1s clear that there is room for significant improvement.

M observations of the Authorlties' activities since January of 1982
hair?conyinced me that the area needing the most immediate attention is the
board of directors. Currently, the board consists of 7 directors, three of
which are commissioners of principal executive departments, three are
public directors, and one is specifically designated b¥ statute as the
director of Budget and Management. The directors elect one of their

members as chairman,

The ?reatest weakness of the current setup is that the commissioners
are much too busy runnlnq_ their own departments and fending off alligators
to be able to devote sufficient time to APA matters to do g]ustwe to the
Energy Program for Alaska. For example, the director of the Budget and
Manaﬁement division (proposed to become Office of Management and "Budget)
who has a pivotal role to pla){ by statutes, has not managed to attend
neither one of the two crucial board meetings under the new administration.
This is especially dlstu_rbm% since at thesé meetings the new board members
were to be acquainted with the operations of the Authority and set the tone

for the future.
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. The second major weakness of the present Board is thefact that the
chairman is only a part-time H_ob.Thls makes it necessary for the execu-
tive director to spend a signficant portion of his time traveling and
testifying at various meetings and hearings. Since the executive director
is. also responsible for directing a staff of almost fifty, as well as
millions_ of dollars worth of contracts, it would be better for the Energy
Program if he was able to devote more time to those key and essential

tasks.

The third significant weakness of the present set-up is that as the
State revenues decline and the competition tor the funds increases bY the
various departments, it is conceivable that the directors, who are also
commissioners, would be faced with a conflict of interest in deciding which

projects or programs to recommend for approval.

The fourth area of concern is that the Legislature has no_input into
the Board or the Authority except at budget time. The Energ¥ Program for
Alaska is much too important to be handled on that infrequent basis.

| believe that the best way to eliminate the problems noted above is
to restructure the Board as follows:

1. Appoint a full-time chairman, to be selected by the Governor and
approved by the Legislature.

2. Appoint 5 part-time board directors who are not commissioners of
directors of major organizational elements such as OMB. Three of
the directors to be appointed by the Governor and two by the
legislative leadership. The directors should have a sound
business or engineering background in the area of energy gen-
eration, utility operations, etc.

3. Discontinue the statutory requirement de3|gnat_|n? OMB as the
reviewing agency of reconnaissance and feasibility studies and
the finance "plans. The plan of finance should be reviewed by an
agency such as Department of Revenue with expertise in financing
and bonding which could also assess the overall impact of a new
project on the State's financial posture. The studies on the
other hand should be reviewed by an organizational element
dealing with energy issues. For example, | believe that the
Division of Energy” and Power Development would be a much more
appropriate agency than OMB due to staff expertise in similiar

functional areas.

| have also considered making APA a line a?ency. While there would be
some advantaﬁes to such a move, | am convinced that theK would be out-
weighed _by the disadvantages, The malnor advantage of the the Authority is
its"ability to secure financing through the bond market. This is
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ahbsolutely essential given the reality of our decreasing state revenues.
If for no other reason then that, the agency should remain as an Authority.

During the past few weeks | have become aware of a memorandum - co%y "
attached -"which proposes to realign the way in which the APA Board, handles
its duties. There are two major areas of concern that | believe will be

detrimental to the Energy Program for Alaska.

By going to a subcommittee format it will become much more difficult
for the Pubhc and other interested parties to f low the activities of the
Board, In addition, the subcommittee staff - sun as it may be - will in
fact become the dominant force in the preParatmn of decision documents for
the Board. Given the past inclinations of some of these staffers, we can
anticipate more studies, less vision, and short-term solutions.

The second area of concern is that if the memorandum recommendations
are adopted, there will be a needless increase in the bureaucracy. For
example, .the Board would be hiring "independent” advisors not involved with
APA. " This seems redundant and totally wasteful of state funds given that
the AuthontV - which works for the Board - already has a staff charged
with accomplishing all tasks necessary to allow hoard members to make
intelligent. decisions. Of course, the board members must take the time to
become “familiar with the issues and data being presented there - probably

prior to t-he meetings.

| am also attaching a memo from Commissioner Wunnicke dealing with the
formation of an Interagency Susitna Review group.. While | have and contin-
ue to support coordination between various agencies, some of the things
being said in the memo are of concern. The allegation that the agencies
have not been involved in the Susitna project has to be considered witli
amazement and jn fact can not be justified. Fcr example, the Susitna
Steering  Committee was formed in 1980 to informally monitor the progress
and provide advice on resolving problems. |t consisted of both federal and

state agency representatives. It fact it did serve a constructive purpose
and only became defunct in 1982 when some members objected to not having

authority to impose their views.

. The APA hired a full-time expert in the environmental and natural
sciences in early 1982 for the main purpose of coordinating with the

federal and state agencies.

‘While APA did in fact provide copies of the final FERC license
plication to key state agencies, it remains as the applicant and |
erefore resBonsmle for the content. Once FERC deems the application as
|n? acceptable for processmg, it provides copies to federal, state and
local agencies for comment in Their respective areas of expertise. It
would be therefore redundant to have the Interagency group try to accom-

plish the same task(s).

a
i
he



Memo/ JA -4- 4/1/83

. While | am opposed to the Interagency Review group as proposed, a
similar advisory group could serve a useful purposé if it confined itself
to recommending” to the APA Board resolutions of major interagency conflicts
such as length of fish studies or fish _m|t|?at|on measures, ~ By the same
token, oncethe decision is made, individual agencies should not continue
with delaying tactics but support the overall goal and solutions.

| am totally opposed to any member of such a group as proposed to be
able to re?uest funds from APA." Coordination and review is an inherent
function of any such organization and should be handled by routine internal

budgeting process.

| hope my comments are of some help in deciding if and how you want to
proceed. | believe the Energy Program in Alaska is one of our larger and
more important programs that should not be allowed tg detract from its
legislatively mandated goals. | would be happy to discuss further details
at your convenience.

KSD:lal
Attachments
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Susitna Interagency Review Group

n‘HwrvEb
Date of Meeting: 3/17/83
Time of Meeting: 2:00 p.m
toaska
Meeting Location: DNR Conference Room (#18)
553 Cordova St., Anchorage, Ak. 99510
AGENDA
Purpose of Meeting: To discuss a proposal to establish more effective ways for
state agencies to facilitate the SuHydro project planning
and permitting.
l. Introduction and background. Jim Barnett, Deputy Commissioner, DNR.
1. Summary of state agency comments to Draft F.E.R.C. application for SuHydro
project. State agency representatives.

I1l. Discussion of Commissioner Wunnicke®s 3/9/p3 memo proposing interagency

review group.

1v. Decisions and followup.
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_trelated.lenvironment.al" programs.lfor .Susitna.,

U VIl V

10 Governor Sheffield™ Cabinet DATE: March 9, 1983
FILE NO: 4843 f
telephone no 465-2400
Esther C. Wunnicke SUBJECT: Formation of Interacij
Commissioner Review Group for Sus]
Dams Licensinc

Department of Natural Resources

The need for more State .involvement inrplanning for hydroelectr;
projects has recently been emphasized by the Alaska Power

Authority Board, by the Federal Energy Regulatory Commission,
and in testimony before the Senate State Affairs Committee.

The Tvee Lake project also points to this need.

Tc cate, although FERC directed the Alaska Power Authority

and they have

not sesri. the final 1license .application, (which-describes
these programs) submitted to FERC by the TA_FA.

interests would be served by the immediate

eformation -of an interagency group to-review and provide
input, .for the FERC FTicense application. The .croup®s charge
would be to ensure the appropriate participation of the

The State®s

(land,® water, habitat, socio-eCon"om"ic) -subgroups.

- J - TEUVLT-y- SVTA>-Y.

e -"-Thank :ybu .for Jour . attention.
- ’ 0 ) 0 0 — e
Zct: _ Lfennie- B 0 s - t 0 N . " eeees
. Goverhor-"s- Of"fi"de ™"eee V=Vy*xm" _* %
Vi
AR - -



Fo]Jjowing
ine-e-eregency group-s

1v.

.operations,

DRAFT AGENDA

is the proposed outline for discussion of the
responsibilities and C -:nizatio.n:

Department involve,Tent.
ach interested Department will have a single designated

representative to the croup. However, other agency staff
will be involved in the task forces working on projects.

Organization.
Two subgroups will be formed for the "study-cT

iGnyiTohmehthl and economics issues”. Task forces will
report to the subgroups on specific assignments.

Charge,"#

<The interagency group will: res
requests for supplements to the
APA. 4t~wiliilLfiso. review, ana report on

Cliat- -it~finds~significant.

Eond for. therState." to
ERC license, through
other: issues*

* o R
report to the Board of the Power
of the affected

Reporting.
e The group will
Authority and to the Commissioners

Departments. .
Funding. . . . “
No additional Tfunding will be provided for the group®s

as the function 1is coordination, rather “than



MEMORANDUM

Aw & W
T0: HM4"Sf NER-MAW«t-Ar-CTrse¥-
FROH SPECIAL ASSISTANTS

QG%FEEC%J %’?—\3 BOARD POLICY AND PROCEDURES

At a serjes of meetings this week the staff to the Cabinet
members of the APA Board™ considered the question of how the
Board, can gain greater olicy and procedural contrgl over APA
actrvrt¥ ur preliminary récommendations are set forth below.
They are organized according to functional lines followin
loosely the format cf an” APA staff docvaent entitle
Administrative Polrcg lssues” (attached?. \ie . fecommend the
creation of several rd Subcommittees fo facilitate managing

the large and complex volume of work.

Policy and Procedural Areas

n  Finance and Progect Selection
[I. Project Management/Contracts
A1, Audit

1V, Legr,slatron,

V. Roltine Business

|. FINANCE AND PROJECT SELECTION

Staff recommends that the Board establish a Finance
Subcommittee to handle tlu following financial issues, with the
Commissioner of Revenue or his designee as an ex-officio member.

froject Selectign Process -- Financial copsideratiops
both Jtor state ?unds and__debt are determined b¥ the
re%urrements of s ecific proéects A critical APA actiyit

refore ject selection, as good projects are less

% 10 encounter financial problems. © The Finance
Subco mrttee should revrew current ‘procedures and establish
Board pol rw on ana ytrc methods for prorect selection,
Issues " include criteria  for prrorrtrzrnq esearch, Board
review and approval of RFP*s, overal project review
Rrocess treatment of return on cq treatment of non-
ydro alternatjves and existing utility facilities, project
sizing, . critical, asumptrons modeling capabilities.
Professional _ services contracts tor recon and feasibility
studies are integral to the selection process.

"Tom Singer, DOT; é’eorge Matz, OMB; Ned Fa“auhar. DNR: Bd Ehoch, Commerce.



b Long Range Financial Plan — The Board should establish
|nancra PO icies pursuant to .the statutorrly mandated
adop tron o APA L ong Range Frnancra Plan and groaect
srﬁ)ecr IC |nancral |nancra é)annrn be
tegrated with the lon g ran e gt prep aratron and
process Issues |nc| fIscal” impact, power
prrcrng policies, I|oro ect de tequrt ratros borrowrng
Polrtres ex endrtu e policies, egrsl trve funding o
eserve fﬁn yse of the. state mora bl gatron and
ower marketing (see es ecra Mar etrn o Po ect Power
nder the Energy Progra Alaska", memo from
Hyles Yerkes t0” Eric YouId |n the Power Rates Appendix of
the Board packet for the 3/14/83 meeting.)

¢. Interim F?nancing — The Board should review current
Interim frnancrn o |c(¥ ractrces Issues Include
r} projec

wgrem?lq}ea |ntent %uture ath pPra%rsoqu Sg%ulralche E%n

eneral assets and refinancing the $200 mr lion
outstandrng Notes.

d. Return on State %u’)tg -- State ﬁeneral fund
contributions to power, pr jects are presen y treated as
grants but could ‘proviJe fevenue to the Treasury in the
uture. The new Board siould establish policy on réturns to
equity. Issues. inclyde target amount and timing of returns,
and incorporation of equity returns |n project apalysis (the
PA's proposed legislation would repeal the “current

ambiguous ‘requirement).

e.. Power Sales Contracts — Areas where the Board retarns
discretion, given Iegal requirements of lenders and A
statutes, needs carr fication. Issues Include trmrn%
re ujrements for (fe contracts budget and_ revenu

mplications whnere ad |t|ona subsidies are required, e.g.
f the cost of hydo 1s to be made competitive With deise
and conformance with plans of finance.

f. Viholesale Power Rates -- See (d) above. Statutory
provisions should be describ'd in plain language.

g . Loans and Grants -- The Board should establesh com Istent
criteria and procedures |nterest rate polrcy, uidelines
for Board involvement loan approvals, regular
reporting on this highly fragmented activity.

h. Financial Reporting -- Pursuant to the 12/82 "Report to

Management" audit recommendatrons financial reporting needs
to b& improved and consolidated to provide centralized
Information on the multitude of APA funding sources, uses,

and accounts.



I1. PROJECT HANAGEHENT/CONTRACTS

APA contracting activity can be divided into the following
areas: ¢

— Construction and Procurement Contracts

— Professional Services Contracts

— Prorect Operation and Maintenance Contracts

— Pro ureme t of Materials and Services Required for Normal
Project Operation and Maintenance
(Power Sales Contracts are covered under Finance above)

Staff recommends creation of a Project Management
Subcommittee to focus op policy and procedu for awarding and
tracking contract activity. ‘lssues |ncu e election criteria
guidelines for Board involv ment, handl |n[q of ATN's and contract
amendments, format and content of a presentations. on
contracts errodrc status reportrn% and dget Implications

uture commrtments d decis'on$ which require

I
gddrteir():rlrgI f/o APA statf).

AUDIT
Staff recommends th e Board |mmed|ately rovide, for, an
Assumptio- Audit é pOssID conjunction with “the Legislative
ommrtt t thoroughly review APA activities,

Budget amJ Audit
ssum tion A udrt Would eff trvelz familiarize the new Board

with the APA and provide a thorough beginning for future efforts.
Staff urtheP recommends thgt theg Boar% estab ish an Audit

Su commrttee to manage t hrs effort and future mdggendent Board

au |ts The Board sholld also revrew rogress ma date on

mp ementrnﬁ;/| the recommendatrons of the Price Waterhouse 12/82
a

"Report to Management.”

IV.  LEGISLATION

a. Statutory Matters and Reqctallons -- The Board should
esta sh procedures for providing polrcy Input to proposed
ch arr%es toé Aa statutes The Bag shou consrder
retal ndependent |ega advice (inclu ? bond counsel)
Perro |c rebportrn on " the status of br Is during the
legislative session” may he desrred

b. Liaison wrth the Leg?slature -- The Board should
establrsh porcres governrng APA staff communication
Wrt %rsature srpecrally representation at
egrslatrve earings and requests for information or
otfier items. «



ROUTINE BUSINESS

a. Board/Staff Liaison -- The Board has before it
recommendations contamed in a 3/ 1/83 memorandum. from
Comm|33|oner Wunpicke. In addition, the Board may wish to

adopt additional procedures.” Periodic. brief Projec
mpmanes would hel% to place Board decisions in the|rlf If

context These could include:

Analytics Summary* project description, recon and
feasibility results, “finance plan summary, update

results.

— roval Milestone Chart: recon and feasibilijt
studtpp roval Boart?/ overnor approval, ?egwlfatw)é

a rova borrowing authorizations (legislative and
B%grd) FERC |sencge power sales co(ntgacts other

lisences and perm|ts

— Funding Summary: total protect cost state monies
received” (loans “and grants), |%at|ve intent,
anticipated future budget re uests orrowed monies,
anticipated future borrowing, Ssignificant covenants and

— agreements.

— Cost Performance, Progress Curves: status to, date, and
forecasts for major activities, like engineering,
design, procurement, and construction.

— Anticipated Problems: problem statement,
Implications, recommendations..

b, Budget Preparation and Approval, Process -- The Board

shoul establ|sh procedures  for pr?w mlg In ut (s (iurreBt
and future APA budgets. Financia S also
considered here, Preseptation. of a§enda Items at Board

meetings should include budget implicdt ons.

¢c. Financial Advisor, Underwriter, and Consult m% Eng7neer
Selection -- The Board should  consider obtaining  independent
advisors not financially involved In APA“development
activity.

t

d. Project Construction Decisions -- The Board should
consider procedures for staff resentatmn of "Final Protect
Reports" and for BoardapProva policy on progect P asmg
gn consideration inancial = implications o
ecisions,



e. Profeet Lisencing and Demgn Decisions -- The Board
should consider policies and procedures for Board
Involvement In lisencing and design ‘activities.

f. Ownership of Projects -- The Board should establish
Pollcy on AP ownershlp of projects and the Energy Program
or. ‘Alaska. The current, system a?pears to offer
d|smscye5netr|nves for communities with "goodl projects to Join

. Power Cost Ass jstance Program -- The Board should
[e- evaluate the, policies behind this program. Periodic
financial reportlng and con3|derat|on of long term budget
implications should be required.

h. Annual Report — The Board should review the content and
format, consider changes, and require formal Board adoption.

2. Publ? Relations — The Board should examine current APA
ublic relations activity and consider policies, and
rocedures t? provide Board control. These activities
Influence public” expectations and opinion.

J. Lit?gatlon Status -- The Board may wish to receive
periodic” status reports on pending lawsuits involving the
APA and their implications.

k.. Board Liability -- The Board may wish to receive a
brlefln(t; by the Dept, of Law on the éxtent of their legal
[iability In aPA activity.



The Chemical Bank v. Washington Public Power Supply
System case decided by the Washington Supreme Court on June 15,
198% in which the court holds invalid power sales agreements sup-—
porting $2.5 billion in public bonds will have a profoundly nega—
tive effect on public power financing. The court in the WPPSS
case specifically said that the municipalities and the PUDs
lacked statutory authority to enter into contracts with WPPSS
which required the utilities to make payments regardless whether
a project was completed and regardless of reduction or curtail —
ment of project output. As well, the court stated that stepup
provisions, 1i.e., provisions requiring payments on behalf of de—

faulting parties, were not authorized under Washington law.

In light of this decision, bond counsel deems it neces—
sary that the authority of Alaska Power Authority to enter into
power sales agreements with stepup and take-or-pay provisions
must be absolutely clear. Bond counsel feel that such contracts
are currently authorized by the statute; however, in order to
make bonds secured by such contracts marketable, 1in light of the
WPPSS case, it is felt necessary to further specify the contract—
ing authority. It should be emphasized that this amendment does
not authorize th& APA to transfer to utilities the risk of non—

completion of a project, as was attempted by WPPSS.



HCS CSSB 168 Res.

Add the following

AS 44.83.092. Authority for Municipalities and Utilities to
Enter into Power Sales Contracts. The Authority and any munici-
pality or public or private entity operating an electric utility
may enter into a contract providing for or relating to the sale
of elwctric power by the Authority to the municipality or <auob

entity. The contract may provide, among other things,

(@D that the amounts payable under the contract are
operating expenses of the utility and are valid and binding obli—
gations of the -municipality or other entity payable from the

gross revenues of the utility;

(2) for one or more appropriations of the amounts pay—

able under the contract;

(3) for the municipality or other entity to assume the
obligations of another contracting party in. the event of a

default by that party;

(4 that after completion of a project the municipal —
ity or other entity 1is obligated to make payments notwithstanding
a suspension or reduction in the amount of the power supplied by

the project; or

(5) that payments under the contract are not subject

to reduction by offset or otherwise.



ALASKA RURAL ELECTRIC COOPERATIVE
ASSOCIATION. INC.

237 E. FIREWEED LANE * SUITE 301
ANCHORAGE, ALASKA 95303 « (907) 276-3235

MEMORANDUM

June 24, 1983

TO: Pat Pourc®"not
Senate Resources Committee

FROM: David Hutchens
Executive Director

SUBJECT: Section 21, S3 168

AS 44,83.398 (@) and (d) require utilities who purchase
wholesale power from one of the Power Authority projects
to agree with the APA to do two things in dealing with
their industrial customers:

D) give preference in selling retail power to all
classes of consumers except industrial consumers, and

2 charge industrial consumers a rate equal to or
greater than the retail rate for residential
consumers.

These provisions were enacted as a part of SB 25 T,
1981. At that time it was assumed that APA power
projects wo”~.d be largely financed by state
appropriations, anc the resulting power rates woulc be
extremely low. These provisions were 1intended to
prevent the state from subsidizing big industrial power
users (like aluminum reduction plants)®™ through their
power rates.

The situation has changed now, arid revenue bond
financing has cnee again become the major component cf
new investments in APA projects. Instead of giving
industry too good of a deal, the problem now is keeping
utility rates competitive with the cost for industrial
consumers to generate all their own power. There 1is a

DEMOCRACY IN ACTION



very serious need for the utilities tc be able to buy
power from APA projects which is presently surplus, and
sell it tc their 1industrial customers at attractive
rates on an interruptible basis. Without modification,
the present law makes that virtually impossible. Unless
this kind of change 1is mace, the APA will find it
extremely difficult to market the available energy from
its projects, and the utilities will lose (cr not
achieve) economies of scale.

Section 21 of SB 158 recognizes the fact that it costs
less per KWH to serve one big customer than it does to
serve 500 little ones. An unregulated utility buying
power from APA would be authorized to sell electricity
to its industrial customers at less than the residential
retail rate only if the utility can demonstrate to the
APA that this increased sales volume (or increased
utilitization of the APA project) will result in lower
rates for the residential consumers than they otherwise
would have experienced.

Determining the appropriate allocation of costs among
the various classes of consumers 1is the very essence of
rate design regulation by the Public Utilities
Commission. In order tc let the expertise of the APUC
govern 1in these matters and in order to avoid two
separate (and probably conflicting) vrate setting
procedures, Section 21 provides that for regulated
utilities, the APUC will determine the retail rates for
all classes of consumers including 1industrial consumers.
In proposing the amendment which eventually produced
Sec-ion 21, it was my 1intent that the APUC would
establish the rate design on a cost of service basis in
its usual way without any additional rate hearings being
prompted by the passage of this bill.

It needs to be noted that Section 21 amends only the
existing provision on rates. The existing requirements
would remain in effect that preference in providing
service must be given to all classes of consumer except
industrial consumers.
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power project by the authority.
k Sec. 20. AS 44.83.398(c) is amended to read:
#

(©) The authority shall transmit all the money that it receiv

under (a) of this section to the commissioner of revenue for deposit

in the state general fund except for money it has pledged or otherwise

covenanted to secure bonds [IN ACCORDANCE .WITH CONTRACTS WITH BOND-—

HOLDERS!.
- N N \ Cf/\ N
Sec. 21. AS 44.83.398(d)(2) 1is amended to read: Nopnhoon
(2) may not be less than the rate charged resi

consumers unless the utility demonstrates that a lower rate for 1in—
dustrial consumers will vresult 1in a rate for residential consumers
that is lower than it would be 1if the industrial rate were not "“al-—
lowed; notwitustanding the provisions of this paragraph, if a utility
is regulated by the Alaska Public Utilities Commission the rates for
all classes of consumers of that utility shall be determined by the
Alaska Public Utilities Commission.
Sec. 22. AS 44.83.398(e) is repealed and reenactedlto read: 11,
(e) After determining the wholesale power rate for a power proj-
.
ect under the provisions of this section, the authority may adjusf 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 rate covenants and other agreements
contained in any trust 1indenture or trust agreement entered into by
the authority for the security of the holders of bonds issued to
finance the power project. *5 - -
Sec. 23. AS 44.83.398(h) 1is amended to read:

(h) Notwithstanding (g) of this section, 1in the 1983 state fTi

cal year the proportionate share of debt service under (b) of this



Che pledge shall be valid and binding as against all parties having

claims of any kind 1in tort, contract ori otherwise against the authori—

ty 1irrespective of whether the parties have notice. Neither the

resolution, trust agreement nor any other instrument by which a pledge

is created need be recorded or Miled under the provisions "of .the

Uniform Commercial Code to be .perfected or to be valid, binding or

effective against the parties. . * N

r Sec. 6. AS 44.83.185(a) is amended to read:

(a) The authority shall submit a feasibility study and plan of
finance, including a cost estimate from an 1independent source, for a
proposed new project to the legislature. When the report of the divi—
sion of budget and management examining the feasibility study and plan
of finance 1is completed as required by AS 44.83.183, it shall be sub-—
mitted to the legislature. rﬁﬁﬁﬁ%#ikVT*

eSec. 7. AS 44.83 1is amended by ending a new section to read:-
v Sec. 44 .83. 192. INSURANCE REQUIREMENTS IN CONSTRUCTION "cON-"
TRACTS. In requesting bids and awarding construction contr under
this chapter Ehe authé}jty may not r;quif a contractor” ?@&%in-
workers®™ compensation, general liability, or other required surance
from a. particular insurer, agent, or broker%andhmay not‘;mjfe to
Iprovide insurance to a contractor who 1is awarded a construci?dn con-
ltract. gtirmii
Sec. 8. AS 44.83.195(a) is amended to read:~," " sm/
(a) When a project 1is operated by the authority, the authority

.hall enter 1into one or more contracts for the sale of" electrical

transmission capacity, or service from the project.

-aa-agxL-n.4.83.425, a



HCS CSSB 168 (Fin)

Amendment #1

Sec. 3

AS 44.83.092 Authority for Municipalities and Utilities to enter Power Sales
Contracts

This section deals with the Washington Public Power Supply System (WPPSS)
case from the Washington Supreme Court case where the court held the local
utilities did not have the legal authority to enter into power sales

contracts. The new section lays out the essential elements of a power sales
contract and grants the authority for the local utilities to enter the
contracts. It does not mandate the local utilities to enter such contracts.

Sec. 8 AS 44.83.192 Insurance Requirements 1in Construction Contracts

Thi " section says the authority may not require a contractor to buy
insurance from a particular broker or may not agree to provide insurance to
a contractor.

Sec. 20. AS 44.83.398(b)(2)

This section is the "Susitna equity” clause and the House has it amended to
be effective in 1991 and at dollar figure of $5 billion dollars.

Sec. 25

This section authorizes a third turbine at Terror Lake without a cost
figure.

Sec. 26

This section authorizes Chester Lake hydroelectric project at a construction
cost of $13,200,000.

The industrial rate section has been removed in its entirety.

The House Letter of Intent deals with the Susitna equity clause by telling
the Authority to bond finance the present projects and asks the Governor to
prepare a plan for the equity in future Energy Program for Alaska Projects.
The Letter also directs the Authority to enter negotiations for the sale of
power to U.S. Borax. The Authority would then return for necessary
legislation to implement the sale. The Letter also assures the communities
that the WPPSS amendment 1is permissive language and only deals with the
legal authority to enter power sales contracts not a requirement to enter
such contracts.



I --ffl- H;

Offered in the HOUSE e “\- "_BY RINGSTAD
i TO: HCS CSSB 168 (Fin) ; V' e mei N "t Te™ -
Page 1, line 9 through page 11, line 10: -

Delete all material and insert the following:
"* Section 1. AS 44.83.040 is amended to read:

Sec. 44.83.040. OFFICERS; MEETINGS; [AND] QUORUM. The directors
shall elect one of their number as chairman and may eleggt othegy,offi-
cers they determine desirable. ?he powers of the authority are vésted
in the directors, and four directors of the authority constitute a
quorum. Action may he taken and motions and resolutions adopted by
the authority at a meeting by the affirmative vote of a majority of
the [AT LEAST THREE] directors. The directors of the authority serve
without compensation, but they shall receive the same travel pay and
per diem as provided by law for board members.

* Sec. 2. AS 44.83.040 is amended by adding new subsections to read:

(b) The board may meet and transact business by an electron

medium 1f
(1) public notice of the time and locations where the meet—
ing will be held by an electronic medium has been given 1in the same

manner as if the meeting were held in a single location;

(2) participants and members of the public in attendance
can hear and have the same right to participate in the meeting as if

the meeting were conducted 1in person; and

(3) copies of pertinent reference materials, statutes, reg-

-1- 6/26/83



ulations, and audio-visual materialsare reasonably available to
participants and to the public. -

; (¢) A meeting by an electronic medium as provided in this sec—
tion has the same legal effect as a meeting in person.

(" A director of the authority may not vote on a resolution of
the authority relating to a lease or contract to be entered into by
the authority under this chapter if the director 1is a party to the
lease or contract or has a direct ownership or equity interest in a

firm, partnership, corporation, or association that is*a party to the

contract or lease. When abstaining from voting, th!director must
disclose the reason for the abstention. A director who is a member of
an electric cooperative that 1is organized under or subject to the
Electric and Telephone Cooperative Act (AS 10.25) may vote on a reso—
lution relating to a contract or lease to which that cooperative 1is a
party. The director shall disclose the cooperative membership at the
time of voting. A resolution of the authority that is approved by a
majority of the directors present who are not barred from voting under
this subsection is a valid action of the authority.for all purposes.
Sec. 3. AS 44.83 is amended by adding a new section to read:

Sec. 44.r3.092. AUTHORITY FOR MUNICIPALITIES AND UTILITIES TO
ENTER INTO POWER SALES CONTRACTS. The authority and any municipality
or public or private entity operating an electric utility, or a
municipality or private entity and another municipality or private
entity, may enter into a contract providing for or relating to the

sale of electric power by the authority to the municipality or entity,""

or by the municipality or entity to another municipality or entity.

-2- 6/26/83



The contract may provide

.7 (1) that the amounts payable under the contract are operat—
ing expenses of the utility and are valid and binding obligations of
the municipality or other entity payable from the gross revenues of
the utility; ; -

(2) for one or more appropriations of the amounts payable
under the contract;J

(3) for the municipality or other entity to assume the
obligations of another contracting party iJ‘ the event of a default by
that party;

(4) that after completion of a project the municipality or
other entity is obligated to make payments notwithstanding a suspen—
sion or reduction in the amount of the power supplied by the project;
or

(5) that payments under the contract are not subject to
reduction by offset or otherwise.

Sec. 4. AS 44.83.105 is amended to read:

Sec. 44.83.105. BONDS FOR POWER PROJECTS UNDER THE ENERGY PRO—
GRAM FOR ALASKA. The authority may [SHALL] borrow money and [SHALL]
issue its bonds for the acquisition or construction of power projects
to be acquired or constructed under the energy ; .ogram for Alaska.
The [ON WHICH THE] principal of and interest on the bonds are payable
from money derived from the sale of wh" iosale power from power proj-
ects financed under AS 44.83.380 - 44.83.425 from the power develop—

ment fund or from a source referred to in AS 44.83.100 as the author-

ity determines. The bonds may be issued if

-3- 6/26/83



(&D) appropriations to the power development fuiid for the
power "project are insufficient to cover the cost of acquiring or con—
structing the power project; and

(2) the authority determines that the amount of interest
the authority will pay on its bonds is not more than alternative costs
"of securing money from other sources, except fur the general fund, to
epay for the acquisition or construction of the power project.

See. 5. AS 44.83.11%(b) is amended to read:

(b) Notwithstanding any other provisions of this chapter,
trust indenture, trust agreement, secured loan agreement, or other
instrument or the resolution constituting a contract with bondholders
shall contain a covenant by the authority that it will at all times
maintain rates, fees or charges sufficient to pay, and that a contract
entered into by the authority for the sale, transmission or distribu—
tion of power shall contain rates, Tfees or charges sufficient to pay
the costs of operation and maintenance of the project, the principal
of and interest on bonds issued under the trust agreement as the same
severally become due and payable, to provide for debt service coverage
as considered necessary by the authority for the marketing of its
bonds and to provide for renewals, replacements and improvements of
the project, and to maintain reserves required by the terms of the
trust agreement. This subsection does not require a covenant that
varies from a covenant entered into in accordance with the provisions
of AS 44.83.380 - 44.83.425.

Sec. G. AS 44.83.120 is amended t read:

Sec. 44.83.120. VALIDITY OF PLEDGE. It is the intention of the

4. - 6/26/83
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legislature that a pledge made 1in respect of bonds 1is considered
perfected and is-[SHALL BE] valid and binding from the time the pledge
is-made; that the money or property so pledged and thereafter received
by -the authority shall 1immediately be subject to the 1lien of -the
plédgéiwithde.physical delivery or further act; and that the lien of
the” pledge shall be valid and binding as against all parties having
claims o. ?ny kind in tort, contract or otherwise against the authori—
ty -irrespective of whether the parties have notice. Neither the
resolution, trust agreement nor any other instrument by which a pledge
is created need be recorded or filed under the provisions of the
Uniform Commercial Code to be perfected or to be wvalid, binding or
effective against the parties.

Sec. 7. AS 44.83.185(a) 1is amended to read:

(a) The authority shall submit a feasibility study and plan of
finance, including a cost estimate from an independent source, f r a
proposed new project to the legislature. When the report of the divi—
sion of budget and management examining the feasibility study and plan
of finance 1is completed as required by AS 44.83.183, it shall be sub-—
mitted to the legislature.

Sec. 8. AS 44.83 is amended by adding a new section to read:

Yeemicc. 44.83.192. INSURANCE REQUIREMENTS IN CONSTRUCTION CON-—
TRACTS. " In requesting bids and awarding construction contracts under
this chapter the authority may. not require a contractor to obtain
workers®™ compensation, general liability, or other required insurance
from a particular insurer, agent, or broker and may not agree to

provide 1insurance to a contractor who 1is awarded a construction con-"

-
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"Sec.v,9h ;-AS 44.83.195(a) 1is amended to read:

(a).When a project is operated by the authority, the authority
shall enter 1into one or more contracts for the sale of electrical
power, energy, transmission capacity, or service from the project.
Unless the contract is entered into under AS 44.83.380 - 44.83.425, a
[A] contract entered into tinder this section shall meet all require—
ments of AS 44.83.090.

Sec. 10. AS 44.83.361(a)(2) 1is amended to read:

B (el 1 (2) principal [AND INTEREST] payments on loans made under
this section.
Sec. 11. AS 44.83.361(c) 1is amended to read:

(c) A loan from the rural electrification revolving Iloan fund
shall bear ah annual rate of interest of two percent of the unpaid
balance of the loan. Interest received on a loan made under this sec—
tion must be transferred monthly to the commissioner of revenje for
deposit in the general fund.

Sec. 12. AS 44.83.361 (d)(2)(B) is amended to read:.
(B) payments on the unpaid balance of the principal of
thg*.loan for each new consumer served by the electric service
‘:exzéhded with the 1loan proceeds [DURING THE PRECEDING YEAR FOR
WHICH THE LOAN WAS MADE]; payments on the unpaid balance of the
\ principal of the loan shall be made at a rate equal to the dif—
ference between the actual cost of making the service connection

to the consumers and the minimum investment per consumer required

oF &he utility before a loan is made under (b) of this section.
0.
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* Sec. 13._ AS 44.83.361 is amended by adding a new subsection to read:
- (f) In this section,
. (1) ."consumer™ means a person,” as defined in AS 01.10.-
060(7), or a governmental agency, if the person or governmental agency
requests and offers to pay for electrical service to a facility or
part of a facility; the authority shall consider a person who, or a
governmental agency* that, offers topay for electrical service to
several facilities to bea separate consumer for each facility, if
each facility is physically separate from another facilit’y, other than
throug'h electlric s*ervicelines, and if the person or*j governmental
agency requests and offers to pay for electrical service to each
facility;
(2 "facility” means a structure capable of receiving and
using electrical energy; and
3) "governmental agency"”™ includes, with respect to the
state or federal government or a municipal government, a legislative
body, board of regents, administrative body, board, commission, com—
mittee, subcommittee, authority, council, agency, public corporation,
school board, department, division, bureau, or other subordinate unit,
whether advisory or otherwise, of the state, federal, or municipal
government. e

* Sec. 14. AS 44.83.384(b)(1) 1is amended to read:

m-. (1) is economically feasible [MEETS THE REVENUE REQUIRE—
MENTS OF AS 44.83.394]; and

* Sec. 15. AS 44.83.384(c) 1is amended to read:

(©) Notwithstanding (b)(1) of this section and AS 44.83.396 -
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sioner of revenue. Interest received on money that 1is segregated or
transferred tinder this section must be deposited in the general fund.
Sec. 17.; AS:44.83.396(a) is amended to read: =

(@").vfrA power project that; i1s acquired or constructed as part of
the “energy"” program for Alaska 1is owned”™ [BY THE STATE] and shall be
administered”™ by the authority..

Sec. 18. AS AA_.83.396(c) is amended to read:

(©) The authority shall enter into acontractor lease under
reasonable terms and conditions to permit the applicant utility to
operéte tﬁe pbWef project when the applicant, utiliég is the only
wholesale power customer to be served directly by the power project
unless the authority determines a utility making application for a
contract or lease to operate a power project 1is not aqualified util—
ity or is not capable of operating that power project efficiently and
in a manner that 1is consistent with national standards for the indus—
try and with agreements with bondholders.

Sec. 19. AS AA.83.396(e) is amended to read:

(e) When the authority oermits a power projectto be operated by

a qualified utility under a contract or lease, the authority shall

D review and approve the annual budget for the operation
and maintenance of the power project; and

(2 assure that the project 1is being operated efficiently
and in a manner that is consistent with national standards for the
industry and agreements with bondholders.

Sec. 20.. AS AA.83.398(b)(2) is amended to jead:

e T v(2) If, by July 1, 1991 [1986], the legislature has not
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44.83.398 [AS 44.83.394 - 44.83.398]. the fund may be used by the
authority.to provide money for the cost of a power project that 1is or
was either constructed or [AND] owned by the United States government
if the requirements of this subsection are met. The provisions of
AS 44 .83.177 - 44.83.187 do not apply toa power project financed
under this subsection. The authority may use money in the fund for
the cost of a power "project under this subsection if

(1) the legislature enacts a law approving the project;

(2) the division of budget and management intthe Office of
the Governor ;;views a feasibility study and a pxan of }inance for the
project and determines that the feasibility study complies with the
requirements for a feasibility study submitted under AS 44.83.181(b)
and that the plan of finance complies with the requirements for a plan
of finance submitted under AS 44.83.181(c); and

(3) the project meets the other requirementsof this chap—
ter.

Sec. 16. AS 44.83.386 1is amended to read:

Sec. 44.83.386. INVESTMENT OF FUND. The Department of Revenue
shall invest the money in the fund in accordance with AS 37.10.070 and
37.10.075. The Department of Revenue shall provide money in the fund
to the authority only after costs have been [A COST FOR A PROJECT 1IS]
incurred or amounts in the fund have been otherwise obligated under
contracts for the acquisition and construction of a project. Amounts
that have been obligated, but for which costs have not yet been incur—

red, may be segregated by ,the Department of Revenue or transferred to

the authority only with the prior approval or agreement of the commis-
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appropriated, at least $5,000,000,000 to the fund, in addition to
appropriations to the fund of interest earned on money 1in 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 amountthe authority has 1in—
vesﬁfd in the power project, 1including loans andﬂgrants made by
the state; or
(B) the vrate that the authority estimatesis necessary

to produce revenue sufficient to pay

(1) operation, maintenance, and equipment

placement costs of the power project;

(i) 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 1in accordance
with (g) of this section; and

(inn) safety inspections and investigations of the
power project by the authority.

Sec. 21. AS 44.83.398(c) 1is amended to read:

(©) The authority shall transmit all the money that it receive

under (a) of this section to the commissioner of revenue for deposit
in the state general fund except for money it has pledged or otherwise

covenanted to secure bonds [IN ACCORDANCE WITH CONTRACTS WITH BOND-—

HOLDERS] .
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Sec. 22. AS 44.83.398(e) 1is repealed and reenacted to read:

m(e) "After determining the wholesale power rate for a power proj—
ect 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 agree—
ments contained in any trust indenture or trust agreement entered into
by. the authority for the security of the holders of bonds 1issued to
finance power projects 1in the Energy Program for Alaska.

Sec. 23." AS 44.83.398(h) is amended to read:

(h) Notwithstanding (g) of this section, 1in the 1983 state fi
cal year the proportionate share of debt service under (b) of this
section, expressed as a rate, for a power project for which a con—
struction contract has been awarded before the effective date of this
Act may not exceed the average debt service component of the wholesale
power rate for all power projects in the energy program for Alaska.
The Tlimit imposed by this subsection shall be 1increased in the 1984
state fiscal year to four percent above the average debt service
component of the wholesale power rate for all power projects 1in the
energy program for Alaska and by an additional four percent above that
average 1in each succeeding state fiscal year. If application of this
subsection results in the production of insufficient revenue to pay
the total debt service for all projects 1in the energy program for
Alaska, a project that does not have 1its share of debt service limited
under this subsection shall be subject to a rate in addition to the

rate established under (b) of this section. The additional rate 1is



the rate that the authority estimates is necessary to produce revenue
that is sufficient to pay the difference between the total debt ser-
vice for all-projects in the energy program for Alaska and the revenue

?actually produced to pay that debt service, multiplied by a fraction
whose numerator 1is the total cost of the project and whose denominator
is the total cost of all of the projects that are subject to the
additional rate. In this subsection, "projects 1in the energy program
for Alaskal doe-: not 1include an intertie that 1is authorized as a
separate project as described in (f) of this section,.

* Sec. 24. AS 44.83.425(2) 1is amended to read:

2 HU”bt service™ means the amounts covenanted wi

spect to, or pledged to pay, bonds under a trust agreement securing
[CASH FLOW NECESSARY TO SECURE] bonds;

* Sec. 25. Section 48, ch. 83, SLA 1980 1is amended by adding a lew
subsection to read:

(e) The authorization made by this section for the Terror Lake
project includes authorization for the 1installation of a third gen—
erating unit at the project.

* Sec. 26. The Chester Lake hydroelectric project 1is authorized, and a
construction cost of $13,200,000 1is approved, wunder the provisions of
AS 44.83.185(c). - : .

* Sec. 27. AS 44.83.186, 44.83.195(b), 44.83.382(b)(2), and 44.83.394
are repealed.

* Sec. 28. This Act takes effect immediately in accordance with AS 01.-

10.070(c)."
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HOUSE LETTER OF INTENT

For Senate Bill No. 168

The Legislature, 1in enacting the Energy Program for Alaska,
expressed its desire to provide the lowest reasonable power
costs to consumers. To further achieve that end, it is the
intent of the Legislature to take appropriate action to en—
hance the Alaska Power Authority®s ability to obtain long—
term bond financing at the lowest possible cost. It is for
this purpose that we have amendedthe "Susitna equity
clause.™

Substantial equity has been invested in the Energy Program

by the State of Alaska anddeclining state revenue®s will
have an impact on the development of energy projects for
other regions of the state. It is the intent of the Legis—

lature that the balance of the financing needed for those

projects urder construction in the Program be raised by debt

financing - thus reserving future revenues for future energy
projects throughout the rest of the state. We support the

intent of the Alaska Power Authority to go to the bond mar—
ket in early 1984 for the necessary funds. However, 1in
order to further facilitate the bonding capability of the

Power Authority, it 1is 1imperative that utilities who will

receive wholesale power from Solomon Gulch, Terror Lake,

Tyee Lake and Swan Lake sign power sales contracts as soon

as possible and no later than January 1, 1984. By taking

this action, the utilities served will ensure long-term ben—
efits to their consumers through stable power rates.

The Governor is requested to prepare a plan for providing
the necessary equity for future projects in the Energy Pro—

gram for Alaska. This plan must be constitutionally sound
and provide for the proper administrative and Legislative
approval for the various projects. This plan shall be sub-—

mitted to the Legislature no later than January 15, 1984.

It is the intent of the Legislature that the Alaska Power
Authority enter negotiations to sell power to the U.S. Borax
Company for 1its proposed mining operation near Ketchikan.

IT necessary, the power authority should return to the Leg-—
islature with proposals for statutory changes that may

be needed to implement the negotiated power sale.



It is the intent of the legislature that the Jlanguage
enacted as AS 44.83.092 Authority for Municipalities and
Utilities to Enter into Power Sales Contracts is permissive
language for the local utilities to enter a power sales con—
tract. This section addresses the essential components of a
power sales contract and ".he legal authority to enter such
contracts, not the requirement to enter such a contract or

any of 1its provisions.

It is also understood by the legislature that in
AS 44.83,f"/- 1) that the amounts payable under the contract
may ce operac-Lh", of the utility and the determina-—
tion of this issue can only be found in the local utilities

current financing documents.
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GJmunuttec on Acsrmra's

April 20, 1983
Memo
To: Billy Berrier, Director Legal Services
From: Senator Bettye Fahrenkamp
Subject:  Request for Legal Review

Attached is a proposed. amendment to SB 1 relating to

the Alaska Power Admini ~ation statutes | would” apprpciate
)(our review of this amendment prior to f il consideration of
he bill on Friday, April

The intent of the amendment is to requir APA to secure "t kg . .
or pay" type contracts prior to an pro{ 't construction activities
It 1s the 'sponsor1s intent not fo %erml . type of 1lloose"
contracts similar to those obtained for the Swan Lake project

to satis fy the terms of this amendment.



Senate Resources Committee
April 15, 1983

Proposed Amendments , SB 168 (APA)
1) On page 2, section (d), lines 4-13, make the following changes:

"(d) Adirector of the authority may not vote on a resolution of
tla authority relating to a lease or contract to be entered Into by the
authority under this chapter if the director is a party to the leaSe or
contract” or has a direct ownership or equity interest in a firm, partner-
ship, corporation, or association that is a party to the contract or lease.
When abstaining from voting, .the director must disclose the reason for the
abstention. Adirector who is a member of an electric cooperative which is
orgamzed under cr subject to the Electric and Telephone Cooperative Act
(AS 10.25.010--10.25.65~07 as provided in that act may vote on a resolution
regarding a contract or lease to which the cooperative is a party and shall
disclose” that membership at the time of voting. A resolution of the authori-
ty that is approved by a majority of the direCtors present who are not |
barred from voting under this subsection is a valid action of the authority
for all purposes.

Rationale
The intent of the amendment is to exempt directors who are customers of

electric coops, and therefore by definition part owners, from the conflict
of interest BrOthItlon on voting. It is conceivable that a majority of the

Board mlght e coop customers, such as of Chugach Electric Ctop ‘in Ancharage,
%tro%]?ek?natogrd action on a project such as the "Anchorage-Fairbanks Intertie
IC.

2) On page d, delete section 6, lines 4-10. That section reads as follows:

Sec. 6. AS 44.83.185(a2 IS amended to read: . _

_ a) The authority shall submit a fea3|b|l|tY study and plan of finance
Inclu mgi a cost estimate from an independent source, for a proposed new

project 1o the legislature. When the report of the division of budget and
management examining the feasibility study and plan of finance is completed

as required by AS 44.83.183, it shall be submitted to the legislature.

Rationale

Section 44.83.186 requires an independent cost estimate after the Ie%|sl_ature
approves a pro#ect_an_d_allows only a 7,5% increase in costs without avm%

to revise the feasibility study and resubmit the study and the independen
estimate to the legislature for reapproval. The APA 1S currentIK obtaining
independent cost estimates in advance and verifies estimates in-house to avoid
coming back to the legislature. The amendment is felt to be redundantand  would
requite unnecessary costs, especially in the case of smaller projects.

3) Page 7, line 1, Sec. 14. "AS 44 83.394 is deleted/7
Page 5, before line 28, add the following new sectionand renumber accordingly:
Sec. 12 AS 44.83.384(b)(1) is amended to read:

_ "{b) Money in the fund may be used under (a) of this section only for
a project that



page 2

1) frneets the revenue requirements of AS 44.83.394] is economicall
fea3|ble( )and | | y

Rationale

The effect of the Administration's amendment in the bill to 44.83.394 would be to

make the project expenditures dependent on an authority's finding that the pro

ject |s economicallyfeasible.  Section 44.83.394(h) addressesthe  same allowed

uses of money In the fund and makes the sections redundant. Thisamendment

\{voeultge(ﬁ)rﬁsgrr]\ée the intent to ensure economical feasibility while eliminating
undancy.

On page 5, line 29, change "AS44.83.394—" to'AS 44.83.395—"
This is a conformingamendment to the above change.
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Committee on Resources

T0: Billy Berrier, Director
Legal Division

FROM: Bettye Fahrenkamp, Chairman
Senate Resources Committee

(907) 465-3834
(907) 465-3835

RE: SB 168, An Act relating to the Alaska Power Authority.

DATE : April 25, 1983

Please draw up in final form a Senate Resources
Committee Substitute for SB 168, incorporating the
following amendments:

AVENDVENT NQ. 1
On page 2, section(d), lines 4-13, make the following changes:

"(d) Adirector of the authority may not vote on a resolution of the
authority relating to a lease or coptract to be entered into by the authority
under this chapter if the director is a party to the lease or tontract or has
a direct ownership or equity interest in a firm, partnership, corporation, or
assoclation that 1s a party to the contract or lease. When abstaining f

voting, the director must disclose the reason for the abstention.

Adirector

who iS a member of an electric cooperative which is orgamzed under or subject

to the Electric and Telephone Cooperative Act (AS 10.2

.010--10.2~5.650) as

Prowd,ed in that act may vote on a resolution regarding a contract or lease
0 which the cooperative is a part?{ and shall diSclose™ that membership

time of voting. "Aresolution of the authority that is approved

by a majority

of the directdrs present who are nof barred from voting under this subsection

IS a valid action of the authority for all purposes.

AVENDVENT NO. 2

acc
Sec. 7. AS 44.83.186 is repealed.

On 8age 4, following line 10 add the following new section 7 and renumber
rdingly.



Billy Berrier
April 25, 1983
Page 2

AVENDVENT NO. 3

On pa%e b, before line 28, add the following new section 12 and renumber
accordingly:

Sec. 12, AS 44.83.384(b)(1) is amended to read:
] promt Mﬁg?y in the fund may be used under (a) ofthis section only for
feasig]l)e' %n(?ets the revenuerequirements of AS 44.83.397/ iseconomically

~

On page 7, line 1,.Sec. 14, Change "AS 44.83.394 is amended to read:" to
p,,gg 44.83.394 " is repealeccf." !

On page 5, line 29, change "AS 44.83.394—" to "AS 44.83.395-" to conform.

If you have questions co."cerning the Committee
Substitute, please contact Patrick Pourchot of my staff and
return the completed copy of the bill to him in Room 125

Capitol.
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SENATE ADVISORY COUNCIL

MEMORANDUM

To: Senator Betty Fahrenkamp

From: Kurt Dzinich, Senior Advisor
Senate Advisory Council

Date: June 24, 1983

Subj : SB 168

Per your request, | have reviewed the amendments made to SB 168 by
various committees of the House. Following comments are based on HCS CSSB

168 (Fin), dated 6/21/83:

Section 7. Similar bill was passed and vetoed by Governor Hanmond last
year mainly because it precluded potential cost savings to the State on
large projects. Significant amount of evidence indicates that substantial
potential savings are possible to the state on large projects. Passage of
this section would prohibit the State, from even considering the issue on
all APA projects, regardless of size or potential savings. | believe that

the State should retain the option of providing insurance on large projects

(greater than $50 or $100 million) if it determines that to be in its best
interest.

Section 21. This section allows the utilities which buy power from APA to

charge lower rates to industrial customers as long as the resulting residential
rates are lower also. It is standard practice to have industrial rates low—

er than residentail rates. (See attached table). It should be noted that

AS 44.83.398(a)(1) still requires that utilities give preference to all classes

of consumers except industrial consumers.

The existing-rate constraints are not consistent with the legislated goals

of the Energy Program for Alaska, i.e. to provide lowest reasonable rates and

to enhance economic development - see AS 44.83.010.

As to concern expressed by some that passage of this section would result in
building of projects with substantial overcapacity, it should be noted that

this issue is now addressed in AS 44.83.177, 181, 183, 185, 382 and 384.

These provisions all.deal with various aspects of determining the best alter—
native, the economic feasibility, timing, financing, sizing, etc., and provide

more than sufficient constraints and checks for precluding construction of
oversized and uneconomical projects.
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Section 25. This sectpn clarifies that the original Terror Lake authoriza—
tion also included the third generating unit. Current project involves the
installation of only two units. |If this section is approved, APA would
still have to determine the best timing for adding the third unit based on
load forecasts and develop a plan of finance. | see no problan with this

section.

Section 26. This section provides legislative approval for a new project as
mandated by AS 44.83.185(c). The problem is that AS 44.83.185(a) has not

been complied with yet.

The reason for this section seems to be AS 44.83.185(b) which prevents APA
from proceeding with the engineering and design until the legislature approves
the project. The APA currently has sufficient funds to proceed with the de—
sign of the project. The project is needed and the local community (Metlakatla)
lias apparently secured a $5 million REA federal loan.

Rather than approving the project prior to complying with AS 44.83.185(a), |
would recommend that the legislature only approve proceeding with the design
and that construction may only be initiated after AS 44.83.185(a) and (c)
have been complied with.

NEW Section 44.83.092. This section clarifies the fact that APA has the autho—
rity to enter into power sales agreements which may contain take-or-pay provi—
sions. | don"t see any problem with it as long as the section is permissive
rather than mandatory, 1i.e. may rather than will or must (see second sentence
of proposed section).

Above comments are based on my belief tint take-or-pay provisions are not
necessary as they tend to shift most of the risk to the utilities rather

than keeping them with the owner - the state in our case - where they properly
belong. 1 would be willing to go along with take-or-pay provisions only if
that is in fact the only way to secure long term revenue bond financing. To
date, | remain to be convinced.
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Electricity
Cost of Fossil Fuels Oellvered Average Retail Electricity Prices
to Steam-Electric Utility Plants for Privately Owned Utilities1
Al
Residual Natural Fossil )
Coal aol* Gas* Fuels* Commercial Industrial Other Total
Conts per million Btu Cents por kilowatthour
2.10 1.96
1973 AVERAGE 405 788 338 475 254 241 125 1
275 :
1974  AVERAGE 710 191.0 481 90.9 310 304 169 i
303 :
1975  AVERAGE oL4 2014 75.4 103.0 3J1 345 207
309
1f76  AVERAGE 848 1959 1034 1104 373 <60 2.21 327 i
351 4
1977 AVERAGE 04.7 2204 130.0 127.7 4.05 4.09 250 e
362 3
1978 AVERAGE 111.6 2123 1430 1393 431 436 2.79 2
396 3
1979  AVERAGE 1224 299.7 1754 1621 464 468 305
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1980 AVERAGE 1351 427.9 2214 1904 536 548 369
496
1981 January 1427 540.2 2459 219.2 543 572 234;_) ;L('E))f 496
February 146.3 5729 260.5 2182 552 g%i, 395 s0L 4%
March 148.3 5839 264.0 2150 f 76 ] 404 533 512
April 146.9 5683 2735 2419 599 6.14 407 520 520
May 146.7 5528 2827 250.6 6 26 6.29 416 547 536
Juno 1527 506.1 206.3 234.6 6 49 6.48 436 23 259
July 1565 496.3 288.6 2275 658 6.47 aas ool 576
August 157.0 494.4 2911 220.2 6.62 6.49 449 552 278
Seplembor 157.2 501.0 286.5 2123 6.63 6.48 140 268 >
Octobor 160.2 511.9 300.7 217.7 657 652 240 > 201
November 1591 521 0 300.0 2151 6.42 6.40 e o sel
December 156.7 505.0 2914 2155 6.32 6.46 ' p >
AVERAGE 1532 5294 2825 2225 6.20 6.29 429 . :
574
1982  January 100.8 484.6 301.0 2265 6.22 6.49 jsg R:.gg o
February 164.1 487.6 3104 222.2 6.35 6.68 4.03 639 2%
March 165.6 4709 3158 2198 6.58 6.79 203 630 . 597
April 164.6 470.0 3235 214.3 6.72 G82 ; o 599
May 165.0 486.J 3316 2157 6.94 6.86 jgg oo 6%
Juno 167.0 4/9.6 3458 2247 7.08 6.94 : 6.0l 618
July 164.4 3 356.2 2376 7.18 6.98 512 613 638
August 164.7 3§§§ 3557 2276 7.22 691 5.;4 809 849
Scptembor 165.9 464.4 3505 226.9 7.10 6.97 2 Og 507 o4
Oclobor 164.7 4793 360.4 2109 721 ;gi 50 s 633
Noveinbor 165.2 409.6 3515 2179 6.94 Toa 400 e o
December 1628 4536 355.6 2165 671 ) oo o0
AVERAGE 146 4751 340.7 2224 6.86 6.86 495 : .
613
1983  January 166.7 444.0 346.9 214.6 6.65 6.78 2836 gg# oL
February! NA NA NA NA 6.73' 6.86 . .

Seograohic coverage: Fossil Fuels-the .owe, 48 Slates and the District of Columbia. Elec.rici.y-.he 50 United States and the District o.

?r £?3 through 197f data are tor Classes A and B privately, owned electric utilities only. The 1900 and forward data ore for selected
Slass A utilities whose electric operating revenues wore 5100 million or moro during the puvi .. yj

1Soo Nnlc O on tho last two paoos of this suction.

‘Includes small quantities of coke oven gas, refinery gas, and bla.l fumaco gas.

‘Average piico far lolal sal- s to ultimate consumers.

eincludes a major adjustment by one utility,

tPreliminary data. R,- Revised data. NA- Not available.

Sou/cos. =See tho last two pages of this section.
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State of A laska
OFFICE OF THE GOVERNOR
JUKSAU

March 9, 1983

The Honorable Jalmar Kerttula
President of the Senate
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Mr. President:

Under the authority of art. 111, sec. 18, of the Alaska

Constitution, I am transmitting a bill relating to the
Alaska Power Authority. This bill contains several amend—
ments to AS 44.83 which- would facilitate the 1issuance of
long term revenue bonds by the authority. It also in-—
cludes several amendments intended to vresolve existing
ambiguities in the law. It d*es not alter the role of the
Alaska Power Authority in state government. The effect of

each section of the bill is as follows:

Section 1 -- Amends AS 44.83.040(a) to require an affirma—
tive vote of a majority of the members present to approve
board action.

Saction 2 - This section permits meetings by electronic
me"Ua under carefully prescribed conditions. This permis—
sion has been given to the Alaska Industrial Development
Authority and the Alaska Housing Finance Corporation and
has been found to be very valuable given the distance and
weather problems for meetings 1in Alaska. Subsection (d)
requires that a director must abstain from voting and dis—
close the reason for abstention if a conflict of interests
exists.

Section 3 - This section makes it permissive rather than
mandatory that the authority 1issue bonds for the energy
program and provides that those bonds may be paid off fronm
the general sources specified. Paragraph (2) already re—
quires that the authority determine as a precondition to
issuing bonds that alternative sources of money would be
more expensive. Clarifying amendments are also 1included
in this section.



Section 4 - This amendment would ensure that the rate
covenant required for bonding is not inconsistent with the
rate required under the energy program for Alaska.
AS 44.83.380 - 44.83.425.

Section 5 - This is a technical amendment to conform to
Uniform Commercial Code language. (AS 45.09)
Section 6 - This amendment ensures that a feasibility

study of a proposed project will 1include an independent
cost estimate.

Section 7 - This amendment makes clear which sections of
the statutes govern power sales agreements, and requires
the power authority to enter 1into power sales contracts
for energy transmission as well as (under existing law)
production.

Sections 8 and 9 - These amendments provide that interest
received by the APA on 1loans for rural electrification
will be deposited in the general fund. This will settle

the claim in a pending lawsuit (Trustees for Alaska v.
State, 3AN-82-492 CIV) that the present statute authoriz-
ing deposit of that interest in the rural electrification
fund violates the constitutional prohibition of dedicated
funds. Alaska Const, art. |IX, sec. 7.

Sections 10 and 11 - These sections clarify unclear or
ambiguous provisions of the rural electrification revolv—
ing loan fund program.

Section 12 - This amendment will ensure that a power
project owned by the United States on which the corpora—
tion spends money need not continue to be owned by the
United States in order for the expenditures to be valid.

Section 13 - This amendment will enable the authority to
ensure bondholders that money vhich has been appropriated
to supplement bond proceeds Tfinancing a project may be
segregated by the commissioner of revenue or transferred
to the authority before <costs are incurred. Interest
earned on this money would accrue to the general fund.
This provision 1is critical to the marketability of APA
revenue bonds.

Section 14 - This amendment deletes an ambiguous rate-of-
return analysis for project feasibility, and retains
"economic feasibility” as the test.



Section 15 - This amendment makes clear that the authori—
ty, which 1is an entity of the state, owns projects which
it acquires or constructs. This 1is necessary to assure

the authority"s ability to pledge its receipts from proj—
ects to secure bonds.

Section 16 - This amendment gives standards for the au-—
thority"s determination of whether a utility is qualified
to operate a power project of the authority.

Sections 17 and 18 - These amendments would ensure that
the operation of projects and the handling of project rev—
enues are consistent with agreements with bondholders.

Section 19 - This amendment does not alter the wholesale
power rate prescribed by law but permits the APA to make
adjustments only as necessary 1in order to comply with
bonding agreements.

Section 20 - This is a .technical clarification.

Section 21 - This section abends the definition of "debt
service" to include amounts covenanted or pledged to pay
bonds. The present language, "the cash flow necessary to

secure bonds, could be narrowly construed to prevent the
retention of sufficient money to adequately secure bond
obligations.

Section 22 - This section repeals the following sections:

(1) AS 44.83.195(b), requiring ate reduction at the
expiration of contracts, is repealed because such a reduc—
tion would conflict with the pooling-of-costs concept em—
bodied in the energy program for Alaska.

(2) AS 44.83.382(b)(2), stating what the power devel —
opment fund includes, 1is repealed because power sales re—
ceipts must initially go into the general fund (and only
then be appropriated) unless those receipts are pledged to
a particular debt service fund.

(3) AS 44.83.398(b)(2), the portion of the wholesale
power rate provision which makes future rates contingent
on the appropriation of $5,000,000,000 to the power devel —
opment fund before July 1, 1986, 1is repealed because it
injects into rate making an uncertainty which impedes both
the APA and 1local wutilities 1in planning for the cost of
power to be generated by APA projects. Repeal of this



section will moot the claim in a pending lawsuit that AS
44.83.398(b)(2) 1is unconstitutional. Trustees of Alaska

v. Statey No. 3AN-82-492 CIV.

Section 23 - This section provides for an immediate ef—
fective date.

Sincerely

B:
Governor




' pressm -tet _ Ygil ¢S

The amendments proposed in SB 168 would change the
existing law affecting the Alaska Power Authority 1in three areas:
(1) financing (Sections 3-7 and Sections 13-23), (2) other pro-—
grams (Sections 8-12), and (3) administration (Sections 1 and
2). The Ffinancing provisions are the most 1important of the

amendments proposed.
Financing Amendments

Some of the most critical amendments regarding financ—
ing contained in SB 168 (Sections 18, 19, 21 and 22) focus cn AS
44.83.398. That provision of the Energy Program for Alaska
legislation was most affected by HB 9 last year, and most speci—
fically addresses the calculation of the wholesale power rates

applicable to power sold from the Authority®s projects.

Section 18 would amend subsection (c) of the statute to
clarify that covenants as well pledges can control the disposi—
tion of power sales revenues when those covenants are entered
into in order to secure bonds. As a technical matter, distinc—

tions can arise between covenants and pledges.

Section 19 redrafts existing subsection (e) of the
statute 1in order to clarify that the wholesale power rate applied
to a project"s power will be sufficient to support the debt ser—
vice costs (i.e., the rate covenants and other agreements) con-—

tained in trust indentures securing bonds issued to finance power



projects. Present law restricts the wholesale power rate calcu—
lation to the calculus contained in the statute and may limit the
ability of the Authority to adjust rates in order to satify the
indenture provisions. Inasmuch as the Energy Program for Alaska
is not a static program and new projects may be brought 1in, the
setting of the rate for power sales must be sufficiently flexible
to cover debt service and yet sufficiently clear to insvre that

the intentions of the Energy Program for Alaska are met.

Section 21 redefines "debt service" in order to clarify
the scope of what that term, especially as the term 1is used 1in
the calculation of the wholesale power rate, includes. Advisors
to the Authority have suggested that it is wise to make manifest—
ly clear that debt service can include not only repayments of
principal and interest, but also coverage requirements, fund

replenishment requirements, and the like.

Section 22 repeals three sections, the most critical
repealer being the deletion of the so called "blackmail™ clause.
As vyou know, the blackmail clause was enacted under different
economic circumstances, and 1is now no longer relevant and indeed
is primarily negative in 1its affect. The blackmail clause
requires that if after July 1, 1986 $5 billion has not been

appropriated to the Power Development Fund, then the wholesale



power vrate will be the greater of the wholesale power rate as
normally determined or (as is more likely to be the case) 10% per
annum of all the 1investments made in projects within the Energy
Program for Alaska. This potentially high rate is troublesome to
purchasers entering 1into power sales contracts, and 1is trouble—
some to bondholders and underwriters who might see the potential
for very high rates as a threat to the ability of purchasers to
even pay for the power they have purchased. Moreover, the black—
mail clause has been challenged as unconstitutional in the
Trustees for Alaska lawsuit, and this repeal would moot, that

claim.

Other financing sections, which we submit”® are criti—

cal, are:

(a) Section 13 amends AS 44.83.3SC3 so that
holders will be assured that money which has been appropri—
ated for a project which is being partially financed by bond
proceeds may be segregated by the Commissioner of Revenue or
transferred to the Authority before costs (i.e., construc—
tion costs) are in fact incurred. This amendment meets the
bondholders®™ concern that a project which is being partially
debt-financed will not be left partially constructed due to

withdrawal of appropriated moneys otherwise designated for

bont



that project. . e "sioner of Revenue 1is, nevertheless,
left with the VIV.V.I on to segregate or transfer that

money .

(b) Section 15 <clarifies that the Authority
which 1is an entity of the State, owns projects which it
acquires or constructs. This is necessary 1in order to

assure the Authority®"s ability to pledge identifiable assets

and receipts from projects to secure bonds.

The remaining Tfinancing sections provide:

(a) Section 3 would amend the mandate in A
44.83.105 to 1issue revenue bonds if appropriations are in-—
sufficient for a project to permission to issue revenue
bonds. A mandate to issue bonds night be hollow if the mar —
ket would not accept the issue or if the rates were so high
as to make the issuance unfeasible. The amendment would
also permit (but not mandate) revenue bonds to be secured by
revenue Ffrom sources other than projects under the Energy
Program for Alaska. The amendment does not change the pre—
requisite of establishing that cheaper sources of fund are

unavailable prior to issuance of the revenue bonds.



(b) Existing law contains potential inconsis—
tencies between the requirements for bond issuances general —
ly and bonds issued under the Energy Program for Alaska.
Section 4 makes the two sets of requirements more consistent
by modifying AS 44.03.110(b). The modification also expands
the list of types of instruments which contain covenants to

secure bonds.

(©) In Section 5, the minor modification proposed
is intended to clarify for bankruptcy purposes the nature of

a pledge made in respect of bonds.

(d) Section 6 introduces a requirement that plans
of finance 1include a <cost estimate from an independent

source.

(e) Section 7 meshes conflicting provisions (like
those remedied in proposed Section 4). The change modifies
an existing provision of law to recognize that contracts
entered into under the Energy Program for Alaska legislation

may require some different elements than those otherwise



() Section 14 of the bill deletes an ambiguous
rate of return analysis for project feasibility (i.e., that
operation of a project should be able to provide a return
annually to the State of 5% of the amount the Authority has
spent from the fund for that project). The bill as amended
would still retain the "economic feasibility” test for pro-—

jects.

(9) Sections 16 and 17 amend existing provisions
relating to operation of power projects under the Energy
Program for Alaska. The operator must be one complying with
national standards for the industry, and must perform 1in a
manner consistent with operating covenants 1in bond inden—

tures.

(h) Section 20 is a technical amendment to exist—
ing law to recognize, pursuant to legislative intent, the
difference between il"jterties and production projects fcr

purposes of calculating wholesale power rates.

(i) Section 22, which provides for the deletion
of the blackmail clause, also provides for the deletion of
two other subsections. AS 44.83.195(hb), requiring rate

reductions at t..c expiration of contracts, would be repealed



because such a reduction would conflict with the pooling-of-
costs concept embodied 1in the Energy Program for Alaska.
AS 44.83.382(b)(2), which states what the Power Development
Fund includes, is repealed because the prohibition against
dedicated funds already requires that power sales receipts
not pledged to a pa** icular debt service fund must go to the

General Fund and be appropriated in any event.

Other Programs

Sections 8-11 of the bill modify existing provisions
relating to the Rural Electrification Revolving Loan Fund Pro-—
gram. Sections 8 and 9 are offered in order to moot a claim
raised in the Trustees for Alaska lawsuit - that is, that inter—
estearnings on appropriations must be IB8turned to the General
Fund unless the interest itself is appropriated. Sections 10 and
11 clarify, through an amendment and some definitions, provisions
which, during the operation of the loan program, have been per—
ceived as problems. Section 12 amends existing law to clarify
that, as in the Bradley Lake situation, a project owned 1ly the
United States for which the Authority spends money need not con-—
tinue to be owned by the United States 1in order for those expen—
ditures to be valid. The amendment only clarifies what must have

been the previous legislative intent.



Administration

Section 1 would provide that action taken by a majority
of the members of a quorum of the Board, whatever the size of
that quorum, is valid. Presently, law requires that three Board
members, even 1if those same three comprise the quorum, must vote
in favor of an action for that action to be valid. Such a provi—
sion requires unanimity 1in those instances where only three Board
members are present. Section 2 permits the Board of the Author-—
ity to conduct official business using electronic media such as
telephones. This approach has been taken by the Alaska Housing
Finance Corporation and the Alaska Industrial Development Author—
ity. Given the distances and the conflicting demands on the time
of the Board members, this proposal has merit. The proposal in
Section 2 would also permit a member of the Board who has connec—
tions with a party to a lease or contract being presented to the
Board to abstain from a vote. This approach 1is consistent with
the approach pending before the Legislature in MB 20 and in other
ethics provisions currently before the Legislature. The absence
of this provision would, wunder an Attorney General®s opinion
rendered to the Authority, prevent an entity with a relationship
to a Board member from even being considered by the Board despite

the abstention by the Board member.



(Alaska jSiate “legislature

Mvisory "Council Members

Senator Kerttula, Chairman Pouch V

Senator Bennett State Capital
Senator Vic Fischer Juneau, Alaska 99811
Senator Fahrenkamp Phone:  (907)465-3114

SENATE ADVISORY COUNCIL

MEMORANDUM

TO: Senator Fahrenkamp
Alaska State Legislature

FROM: Kurt S. Dzinich !Aj]
Senior Advisor
Senate Advisory Council

SUBJECT: Senate Bill 168

DATE: March 17, 1983

In response to your request, attached is a review of SB168. While the
overall impact will be positive on the energy program for Alaska, I have
taken issue with a few of the proposed sections and have noted so on the
attached document.

The most significant change proposed is contained in item (3 of Section 22.
This item proposes to eliminate AS 44.83.398(b)(2), known more
affectionately as the Susitna blackmail clause. Most of the rest of the
prcoosed changes would inprove the energy program by allowing APA to obtain
long-term bonding and by clarifying some of the existing ambiguities in che
statutes. 1 would recorrmend passage except as noted.

KSD; lal
Attachment



SENATE BILL 168

The effect of SB 168, by section, is as follows:

Section 1.

Section 2.

Section 3.

Section 4.

Section 5.

Clarifies the language of the statute by requiring that
affirmative votes consist of the majority of the directors

present.

Allows for meetings by electronic media. In the long run,
this would decrease travel costs and ("me waste”™while
allowing the APA Board to meet on short notice and despite
climatic travel constraints. Subsection (d) is worthwhile in
that it prevents directors from voting on leases or contracts
if they have a conflict of interest. However, if a director
receiver his electricity from a CO-OP, he would probably be
ruled to have a conflict of interest since a.lx CO-0OP
customers are owners of the utility.

Essentially makes it permissive rather than mandatory for APA
to issue bonds and further clarifies the language of the
statute and should be approved.

Provides for consistency between statutes and is therefore

desirable.

Provides for confor.iiity with other pertinent statutes and
should be approved.



SB168 o

Section 6. Provides for an independent cost estimate to be submitted
with the feasibility study and a plan of finance. I believe
that this section is redundant in view of 44.83.186, which
requires an independent cost estimate after the legislature
approves a project and allows for only a 7.5% increase before
the project has to be recycled by the APA and reauthorized by
the legislature. As a matter of policy, the APA har, been
obtaining independent cost estimates since last year and has
hired an in-house estimator to provide further verification
of cost estimates. The proposed procedure would further
increase the cost of the studies especially since this
section would apply to large and small projects equally,
xecommend against passage of this section.

Section 7. Adds a requirement for sale contracts for transmission of
electricity. The use of the term electrical power or energy
is redundant. The section further clarifies that the
contracts must be in compliance of AS 44.83.380 - 44.83.425
or AS 44.83.090.

Sections 8&9. Insure that AS 44.83.361 does not violate the Alaska
Constitution as alleged in a pending lawsuit.

Sections 10 &
11. Clarify the provisions of existing statutes on the Rural
Electrification Revolving Loan Fund program without making

substantial changes to it.

Section 12. Clarifies the existing statute on the use of the fund for
federally owned projects.

Section 13. Modifies the existing statute to allow APA to market bonds.

Section 14. If the section is amended as proposed, the requirements for
using the fund will be economic feasibility. This redundant
in that 44.83.384 specifies the conditions under which the
fund may be used while 44.83.398 specifies in great detail
the sale of power and revenue requirements. Recommend that
this section be totally deleted and 44.83.384(b)(1) changed
to read is economically feasible. The reference to .394 in
subsection .384(c) should also be deleted.

Section 15. Provides for ownership of projects by the authority rather
than the state and should make it easier to market bonds.

Section 16. Provides for use of national and industrial standards in the
APA"s determination of whether a utility is qualified to
operate a power project owned by APA.



SB 168

Section
18.

Section

Section

Section

Section

Section 23.

KSD; lal
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19.

20.

21.

22.

Assure that power projects are operated in a manner
consistent with the bonding agreem mf

Allows APA to adjust the wholesale power rates to meet
bonding requirements while still complying with the statutes
on rate setting.

Clarifies that interties are not covered under the energy
program for Alaska in the rate setting subsection. This
clarifies the intent desired by the legislature when it
passed HB9 last year.

Clarifies the definition of debt service thereby making it
easier to secure bonds.

(1) Repeal of AS 44.83.195(b) 1is necessary in order to align
it with other rate making provisions of the statutes.

(2 Repeal of AS 44.83.382(b) (2) is required because any
unencumbered revenues must go into the general fund.

(3) Repeal of AS 44.83.398(b) (@) is desirable for two
reasons. First, in a pending lawsuit Trustee of Alaska v.
State, the constitutionality of this section is being
challenged. Second, this section could result in a
substantial increase in APA wholesale rates if the
legisxature does not appropriate a total of $5 billion by
July 1, 1986, into the power development fund. Since it
appears almost certain that this level or appropriation can
not be achieved, APA is experiencing problems in negotiating
power sales contracts. Since providing lowest reasonable
cost energy is the mandated goal of the program, it makes
sense to minimize uncertainty and maximize marketability.

Recarmend repeal r* il three items.

Provides for an immediate effective date.



SENATE BILL 168 Cfe&UYLes> C .

The effect of SB 168, by section, is as follows:

Section

Section

Section

Section

Section

Clarifies the language of the statute by requiring that
affirmative votes consist of the majority of the directors
present.

Allows for meetings by electronic media. In the long run,
this would decrease travel costs and time wasteAwhile
allowing the APA Board to meet on short notice and desoite
climatic travel constraints.

Prevents directors from voting on leases or contracts
if they have a conflict of interest, but exempts
directors who are customers of electric coops, and
therefore by definition part owners.

Essentially makes it permissive rather than mandatory for APA
to issue bonds and further clarifies the language of the
statute and should be approved.

Provides for consistency between statutes and is therefore
desirable.

Provides for conformity with other pertinent statutes and
should be approved.



Section 6.

Section '?

Sections

Sections (OM

11.
Section 12.
Section /3

Section jjf

Section ff.

Section Jh

Section Y7

Provides for an independent cost escjjmai.® ;———-

with the feasibility study and a plan of finance. | believe
that this section is redundant in view of 44.83.186, which
requires an independent cost estimate after the legislature
approves a project and allows for only a 7.5% increase before
the project has to be recycled by the APA and reauthorized by
the legislature. As a matter of policy, the APA has been
obtaining independent cost estimates since last year and has
hired an in-house estimator to provide further verification
of cost estimates. The proposed procedure would further
increase the cost of the studies especially since this
section would apply to large and small projects equally.
Recoirmend against passage of this section.

Adds a requirement for sale contracts for transmission of
electricity. The use of the term electrical power or energy
is redundant. The section further clarifies that the
contracts must be in compliance of AS 44.83.380 - 44.83.425

or AS 44.83.090.

Insure that AS 44.83.361 does not violate the Alaska
Constitution as alleged in a pending lawsuit.

Clarify the provisions of existing statutes on the Rural
Electrification Revolving Loan Fund program without making

substantial changes to it.

Section 14 makes a project's expenditures dependent
on a finding that the project is economically
feasible. This section removes tlie redundancy
under current statute, ~ preserving the intent
to ensure economic feasibility while eliminating
the criteria in 2 places in the statutes.

Clarifies the existing statute on H.e use of the fund for
federally owned projects.

Modifies the existing statute to allow APA to market bonds.

IT the section is amended as proposed, the requirements for
using the fond will be economic feasibility. This redundant
in that 44.83.384 specifies the conditions under which the
fund nay be used while 44.83.398 specifies in great detail
the sale of power and revenue requirements. Recommend that
this section be totally deleted and 44.83.384(b) (1) changed
to read is economically feasible. The reference to .394 in
subsection .384(c) should also be deleted.

Provides for ownership of projects by the authority rather
than the state and should make it easier to market bonds.

Provides for use of national and industrial standards in the
APA®"s determination of whether a utility is qualified to
operate a power project owned by APA.



SB 168

Section

21

Section 20

Section

Section

Section 23.

Section 2./

Assure that power projects are operated in a manner
consistent with the bonding agreements.

Allows APA to adjust the wholesale power rates to meet
bonding requirements while still complying with the statutes
on rate setting.

Clarifies that interties are not covered under the energy
program for Alaska in the rate setting subsection. This
clarifies the intent desired by the legislature when it
passed HB9 last year.

Clarifies the definition of debt service thereby making it
easier to secure bonds.

() Repeal of AS 44.83.195(b) 1is necessa.y in order to align
it with other rate making provisions of the statutes.

(2 Repeal of AS 44.83.382(b)(@) is required because any
unencumbered revenues must go into the general fund.

(3) Repeal of AS 44.83.398(b)(@) 1is desirable for two
reasons. First, in a pending lawsuit Trustee of Alaska v.
State, the constitutionality of this section is being
challenged. Second, this section could result in a
substantial increase in APA wholesale rates if the
legislature does not appropriate a total of $5 billion by
July 1, 1986, into the power development fund. Since it
appears almost certain that this level of appropriation can
not be achieved, APA is experiencing problems in negotiating
power sales contracts. Since providing lowest reasonable
cost energy is the mandated goal of the program, it makes
sense to minimize uncertainty and maximize marketability.

Repeal of AS 44.83.186. An additional re(1uirement

0f independent cost estimate |mmed|ate following
pro ect approval would serve no use ful é)urpose and
would involve additional costs. ependent cost
estimate is already required prlor to submlttal to
the legislature for approval.)

Provides for an immediate effective date.
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Alaska State Legislature!

Senate [CotAy\JACC™
Resources Committee

Official Business Pouch VvV

State Capitol
Juneau, Alaska 99811

April 20, 1983
AVENDVENT NO. 1
On page 2, section(d), lines 4-13, make the following changes:

"(d) Adirector of the authority may not vote on a resolution of the
authority relating to a lease or contract to be entered into by the authority
under this chapter if tne director is a party to the lease or contract or has
a direct ownership or equity interest in"a firm, partnership, corporation, or
association that 1s a party’ to the contract or lease. When abstaining from
voting, the director must disclose the reason for the abstention. Adirector
who iS5 a member of an electric cooperative which is organized under or subject
to the Electric and Telephone Cooperative Act (AS 10.25.010--10.25.6501 as
provided in that act may vote on & resolution regarding a contract or lease
Yp which the cooperative is a party and shall disclose™ that membership a* the
Ime of voting. "Aresolution of the authority that is approved by a majority
of the directors present who are nof barred from voting under thi$ subsection
Is a valid action of the authority for all purposes.

Rationale

The intent of the amendment is to exempt directors who are customers of elec-
tric coops, and therefore by definition part owners, from the conflict of
interest Rrombmon on voting. It is conceivable that a majority of the
Board mignt be coop customers, such as Chugach Electric Coop in Anchorage.
andbrl“nake tBoard action on a project such as”the Anchorage-Fairbanks Intertie
problematic.

AVENDVENT NO. 2

On pa%e 4, following line 10 add the following new section 7 ard renumber
accordingly:

Sec. 7. AS 44.83.186 is repealed.
Rationale

Section 6 of the bill amends 44.83.185t0 require an independent cqst estimate
of a progect prior to submittal to thelegislature for approval. Section.
44.83.186 was Passed_ last year with the same intent. [t requires an independent
cost estimate following legislative approval and resubmittal if the estimate
comes in higher than 7% over the, Ie([uslanvely approved figure.  Assuming |
that a prior independent cost estimafe best serves. the legislature's objeCtive
of acting on the best possible information regarding aproject's "true" costs,
an additional requirement of an independent estimaté immediately following
approval appears to serve no useful purpose and certainly would” involve additional
costs. Of course, neither requirement prevents possible cost-overruns several
years down the road.



Senate Resources Committee

SB 168, APA

AVENDVENT NQ. 3

On page 5, before line 28, add the following new section 12 and renumber
accordingly:

Sec. 12.AS 44.83.284(b)(1) is  amended to read:
(b)  Money inthe fund maybe used under (a) of this section only for

a project that _ . :
L fleets the revenue requirements of AS 44.83.394) is economically

feasible: and

On pagg 7, line 1, Sec. 14, Change "AS 44.83.394 is amended to read:" to
"BS 44.83.394 " is repealt-J."

On page 5, line 29, change "AS 44.83.394--" to "AS 44.83.395--" to conform.
Rationale

Sec. 14 as stated ‘in the bill would amendmerrrt 44.83.394 to make a project
expenditures dependent on an authority's finding that the project Is economically
feasible.  Section44.83.384(b) addresses the same allowed uses of money in
the fund and makes the sections redundant. This amendment would preserve
the Int°nt to ensure economic feasibility while eliminating the criteria in
two places in the statutes.



. Chair

April 22,
3:10 p-.m.

Senator
Senator
Senator
Senator

HIJR 38

SJR 12

Alaska Ustate "Legislature

N P irman
GLER. SR.. Vico Chairman

A\ v
Al. 1j

Senate

Committee on Resources

1983

Fahrenkamp,
Ziegler,
Eliason
P. Fischer

MINUTES

MEMBERS PRESENT

Chair

Vice Chair

CALENDAR

Senator
Senator
Senator

Relating to marketing and transporting Alaska“s
gas

STAT
JUNEAU.A%A
9

Beltz Room

Room 211, Capitol

V. Fischer
Mulcahy
Sturgulewski

natural

Opposing the extension of the provisions of the Export

Administration Act of 1979 that effectively bans the
export of Alaska No: th Slope Oil.

HB 151

of Natural

Juneau;

SB 222

of Natural

An Act making a specral
Resources,

Resources,

appropriation
division of parks,
tion and development of the House of Wickersham
and providing for an effective date.

to

references

the Department
for acquisi—
in

An Act relating to the organization of the Department
substituting

in the

Alaska Statutes to the department and the commissioner

for references to the division of
tor of the division of

SB 181

ments;

SB 233

Low-level

An Act making supplemental
ment of Natural
and providing for an effective date.

lands.

Resources fo"*

An Act enacting the Northwest
Radioactive Waste Management;

for an effective date.

appropriation

lands and the direc—

to the Depart—

land deficiency entitle—

Interstate

Compact on
and providing



SB 168 An Act relating to the Alaska Power Authority; and
providing for an effective date.

HJR 38

Representative Cowderv, sponsor of the measure, felt the measure
was needed to back the Reagan administration®s efforts to estab-—
lish a free market.

Harold Holes, Vice President for Alaskan Operations, Northwest
Alaskan Pipeline COmpanv, felt the resolution should not be
passed at the risk of delaving or harming the gas pipeline
project.

Je; tHcCutcheon supported passing the resolution, but felt it
wai ~>t in Alaska®s best interest.

Senator V. Fischer asked if the Administration had a position on
the resolution. Senator Fahrenkamp said they had been invited to
speak, but had expressed no interest.

Senator Fahrenkamp felt that the Budget & Audit Committee hear —
ings scheduled to be held over the weekend might provide useful
information for the committee, and so held the bill over.

S.TR 12

Jin Palmer, Joint Oil & Gas Committee Aide, explained that the
resolution calls for our Congressional delegation to do EVElY-
thing possible to remove the ban on export of Alaskan oil when
the Export Administration Act is considered later this year.

Senator Sturgulewski moved to report out SJR 12 with individual
recommendations. Motion passed without objection.

CSHB 151

Representative Mike Hiller of Juneau, co-sponsor of the legisla-
tion, explained the necessity to acquire the Wickersham collec—
tion before it is dispersed. There was discussion of exactly how
the appropriation could be used.

.Senator V. Fischer moved to adopt the committee substitute,
including the latte;. o: intent, and to report the bill out with
individual recommendat..* es. Motion passed without objection.

SB 222



Sharon Barton, special assistant to the Commissioner of the
Department of Natural Resources, explained that the bill is a
"housekeeping”™ measure and endorsed its passage.

Senator Sturgulewski moved that the bill be brought before the
committee, and moved Barton®'s first recommended amendment.
Motion passed without objection.

Barton continued to offer suggested amendments. Senator
Fahrenkamp asked that the amendments be prepared in writing for
the committee®s consideration, and held the bill over until those
could be received and until the statute revisorls opinion could
be asked.

SB 181

Rav Mann, Property Management Officer for the Municipality of
Anchorage, gave a history of the Municipality"s efforts to obtain
its land entitlement.

There was discussion of whether the Municipality would take a $5
million settlement as provided in statutes, or if it would
continue to approach the legislature for additional funds or
land.

Jane Angvik, Municipality of Anchorage Assembly Member, felt it
was not in Anchorage®s best interest to accept a full cash
settlement at this time if that would preclude any efforts to
seek amendments to the entitlement provisions.

Bill was held over.
SB 233

Stan Hungerford, Air & Solid Waste Management Section, Department
of Environmental Conservation, and T.R. Strong, Head of the
Radiation Control Section for the State of Washington, spoke 1in
support of SB 233 and explained how it would be beneficial to
Alaska to become a member of the Northwest Interstate Compact.

Senator Mulcahy moved to report out the bill with individual
recommendations. The motion passed without objection.
SB 163

Sterling Gallagher, Vice President of John Naveen & Co., sup—
ported SB" 163, and the first three proposed amendments.

Commissioner Dick Lvon , Department of Commerce & Economic Devel —
opment, supported the bill and the amendments and urged early
passage of the measure.



There was discussion of the fourth amendment offered by Senator
V. Fischer, who said he preferred not to move his amendment.

Dave Hutchens, Alaska Rural Electrical Cooperative Association,
supported the bill and the three amendments.

Senator Mulcahv moved the amendment . Senator V. Fischer asked
that the question be divided. On t ,e question, each amendment
passed without objection.

Senator Mulcahv moved that the Resources committee substitute for
SB 168, including the three amendments, be reported out with
individual recommendations. The motion passed without objection.

The meeting was adjourned at 4:45 p.m.



HOUSE LETTER OF INTENT
House CS for CS for Senate Bill No.' 168 (Resources)

The Le%hslature in enactmg the Energb y. Program for Alaska, expressed its
de3|re 0 ﬂrowde the lowEst reasonable power costs to consumers. To
further achieve that end, it is the intent of the Legislature to take
aoprPropnate act|on to -enhance the Alaska Power Authontt{s ability to obtain

term mancmg at the lowest possible cos It 1S for this
purpose that we have aménded the "Susitna equity clause."

Substantial equjty has been invested in the Energy Program by the State of
Alaska and declining state revenues will have an”impact on the development
of energy projects “for other regmns of the state. "It is the intent 0f the
Leglslature that, the. balance of the flhancmg needed foy those protects
under construcnon in the Program be raise debt fmancmg thus
reservmg future revenues for future energX prOJects th rou% out the rr.st
of the s*ite. ~We support the intent of the "Alasky Power Authority 0 10
the bond market in early 1984 for the necessary funds. However |n rder

o further facilitate thé honding capabjlity of the Power Author|t it is
|mperat|ve that utilities who will receive” wholesale power from Soomon
Gulch, Terror Lake, Tyee Lake and Swan Lake sign Bower sales contracts
as soon as possible’ and no later than January 1 1984 PI taking this
action, the  utiljties served will ensure Idng-term benefits to their
consumers through stable power rates.

The Governor is re(ﬂuested to ﬁrepare a plan for prowdm% the necessary
equity for future projects in the Energy Program for Alaska. This plan
must be constltutlonaly sound and provide for the rorher ad m|n|strat|ve
and egdsatwe approval for the v Hous RYOJeCtS |s plan shall
submitted to the Legislature no later than January 15,



AMENDMENT

Offered in Che HOUSE BY:

To: HCS CSSB 168 (Res)

Page 9, line 22: following the word "with",
insert the

Page 9, line 25: delete all material, and insert

finance power projects 1in the Energy Program for Alaska
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