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EXISTING STATUTE

» Alaska Power Authority (APA)

Extending new electric
service into an area
of the state

10 years

Tlie Rural Electrification Revolving Loan Fund has had little

The, regulations adopted by
the utilities.” At Lts recent Hoard meeting,

Revolving Loan Fund

SB 32

APA

same as existing
statute

2%

30 years

It wns decided

\J " w k >e .
Revolving Loan Fund

SB 1A0

Department of Commerce

- finance capital improvement, plant, o
facility _

- improve and expand services _

- meet short-term or interim capital ne
Whne utility Is processing a long-to
0an

5%
To match terms of federal
Rural Electrification
Administration loans.

35 years

°F i fita appropriation of $20,000,000 1
the loan fund RepaYment of principal
and interest to he loan fund.

. use, by utilities since its
the APA regarding term and security arc not
that n series of publ lc

hearings would be held For suggestions on how the program could be improved
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T0: Senate Resources Committee Members
FROM: Senate Resources Committee Staff
RE: March 28th Hearing

DATE: March 25, 1983

~On Monday, March 28 at 3:0u pm in the Beltz Room, the
following bills "will be heard:

SB 32 AN «CT RELATING TO RURAL ELECTRIFICATION LOANS.
SB 32 extends the repayment period for rural electrification
loans from 10 to 30 vyear.*,.

EgANM%UN/SN ACT ESTABLISHING THE ELECTRIC COOPERATIVE REVOLVING
SB 140 establishes the tlectric Cooperative Revolving Loan
Fund within the Department of Commerce and Economic Development,
and authorizes the Department to make loans to electric uftilities

to finance a capital improvement, plant, or facility; to _
improve and expand services; or to rae’t short-term ‘needs while
await ng long-term financing. It outlines limitations on,
qualifications for, and terras of loans to be compatible with
current federal Rural Electrification Administration (REA) loans.

SB 141. AN ACT MAKING A SPECIAL APPROPRIATION TO THE ELECTRIC
COOPERATIVE REVOLVING LOAN FUND,

SB 141 appropriates $20,000,000 from the general fund to the
electrical cooperative revolving loan fund,

_ Copies of the above bills are attached; background
information will be distributed as soon as it is received.

. Also attached is a cogy of CSSB 128, the marine parks
bill, which was adopted by the Committee on 3/23/83. It is
hoped that final Committee action could bhe taken on this bill.
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CALENDAR

SB 32 Relating to rural electrification
loans

SB 128 Establishing certain areas as
marine park units of the Alaska
state park system

SB 136 Relating to the operation of
stationary Tfishing gear

SB 140 Establishing the electric cooper—
ative revolving loan fund

SB 141 Making a special appropriation to

the electric cooperative revolving
loan fund

SB 32, SB 140, SB 141

Don Hostak, Department of Commerce & Economic Development,

Said the department opposes SB 140, because they don"t
where the $20-million needed to.fund the bill will come
in light of declining revenues. They would also prefer

know
from
an

interest rate tied to the municipal bond rate or some other
market, rather than setting it at 5% by statute. The commit—
tee expressed concern that the department .had not prepared a

more 1in-depth analysis of the legislation.



Ed_Eboch, Director, Division of Energy and Power Development,
opposed SB 32 because Alaska Power Authority can now develop
regulations to accomplish what the bill would do, so they feel
it is unnecessary.

Regarding SB 140 and SB 141, Eboch said the department had
discussed the possibility of whether utilities would qualify
for other funding, such as AXDA, but had not considered this
in depth. Eboch said they 1o not discussed the bill with the
administration -for the purpose of taking a position on the
bills. Senator Fahrenkamp asked that this be given more
priority. Eboch said the department is also concerned about
the impact on federal funds available and the possible effect
on other programs. Senator Fahrenkamp asked that sewer and
water problems be looked at when utility 1issues were being
considered.

Dave Hutchens, Alaska Rural Electrical Cooperative Association
(ARECA), said there are two financing programs available to
REAA cooperatives: 1) insured loan program, 1in which each
cooperative qualifies for a percentage of 1its distribution -
loans from the federal Rural Electrification Association. The
percentage varies depending on the financial condition of the
cooperative. 2) guaranteed loan program, in which REA
guarantees loans for cooperatives if they determine the loan
is feasible; the cooperative then goes wherever it can to get
the funds- but generally obtains the funds from the Federal
Financing 3ank, which raises money on the bond market to loan

to cooperatives. Hutchens said that the current federal
administration 1is cutting back both loan programs.
There was discussion. Hutchens suggested that the interest

rate be tied to that of the REA insured loans.

No action was taken on these bills this date.

SB 128

Senator Fahrenkamp refi-.red the committee to a memo dated
3/28/83 from Senate Resources staff to the committee, recom-—
mending additional amendments to the Resources committee
substitute for SB 128. Senator Vic Fischer offered amendments
on page 2, lines 16-19, and on page 9, lines 8-10, to clarify
the intent of the legislation that lawful hunting, trapping,
fishing, and recreation in marine park units in the state, and
reasonable access to these areas, shall not be restricted by
the state. These amendments were adopted without objection.
Bill was reported out of committee.

SB 136

Senator Mulcahy offered a committee substitute for SB 136. He
said the bill addresses a problem in areas of the state where



a unit of fishing gear can be broken into more than one piece,
and explained how the bill would correct the problem. He
requested a further amendment to line 20 of his proposed
committee substitute, adding the word "shelter™, which had
been recommended by the Department of Public Safety. There
being no objection, the amendment was adopted. Senator
Mulcahy moved that the committee substitute be reported out of
committee with individual recommendations. There*was no
objection.

The meeting was adjourned at 3:50 p.m.



g 44.83.325 Alaska Statutes Supplement g 44.83.361

(7) "reconnaissance study” means a st,ud* conducted for the purpose
of assessing the present and future electrical and thermal energy needs
of an area under AS 44.83.177,

8) "feasibility study” .

A) means a study ‘conducted for the purpose of establishing the
economic and environmental practicality or completing a proposed
power project under AS 44.83.181; _

(B) includes engineering and design work to meet the requirements
for submission of a license apgllcatllon_for a proposed new project to the
Federal Energy Regulatory Commission; 3 _

(? "small-scale power production facility” means a facility which,
by design, is to produce less than 25 megawatts of power. (8 1 ch 278
SLA 1976; am §§ 21, 22, ch 150 SLA 1978; am 8§ 26, 27 ch 83 SLA
1980: am §§ 10, 11 ch 133 SLA 1982)

Effect of amendments. — The 1982  the definition set out in the main pamphlet
amendment, effective June 25, 1982, sub- and substituted "electrical and thermal
stituted the present definition for "power  energy needs" for "power needs" in para-
project” or "project" in paragraph (4) for  graph (7).

Article 7. Susitna River Hydroelectric Project.
Sec. 44.83.325. Restrictions on contracting.

Editor's note. — Section 21, ch. 133,  completed before actual construction ofthe
SLA 1982, provides:; "Notwﬂhstande the  Susjtnu  River h%droelectrlc project,_de-
Brovmons of AS 44.83.325, the Alaska scribed in AS 44.08.300, may begin. This
ower Authority muy enter into ‘ontracts  section does not au'horize” the” Alaska
under AS 44.83.300'— 44.83.360 for pre-  Power Authority to enfer into contracts for
liminary work without the approval the actual construction of tin Susitna
required by AS 44.83.325. In this section,  River hydroelectric project or for theﬁ)_rep-
‘preliminary work’” means the preparation  arationof the site of the Susitna River
of plans and_ studies and the Frep,aranon hydroelectric proiect without the approval
and submission of license apP ications, a5 réquired by AS 44.83.325."

well as other types of work, that must be

Article 8. Rural Electrification Revolving Loan Fund.

Section
361. Rural electrification revolving loan

lifts

un
363 Loan advisory committee

Sec. 44.83.361, Rural electrification revolving loan fund, ﬁ)
The rural electrification revolving ioan fund is established in the
Alaska Power Authority. The fund consists of

(1) appropriations made to the fund; and

i (2) principal and interest payments on loans made under this sec-
jon,

(b) = The authority may make loans from the rural electrification
revolving loan fund to”ekrtric utilities certified by the Alaska Public
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§ 44.83.363 State Government § 44.83.363

Utilities Commission. A loan from the fund may be made only for the
purpose of extending new electric service into an area of the sfatethat
arTelectric utility may serve under a certificate of public convenience
and necessity issued by the Alaska Public Utilities Commission. A loan
may be made from the fund to an electric utility i fithe utility invests
the’ money necessary to prnvirip one pole, one~Span of.lineTone
transformer, and_one.service drop for each consumer for whom immedi-
ate service would be provided bY the extension of electric service. How-
ever, a loan may not be madefromthe funcTuntess .
(1) the loan isrecommended by aloan advisory committee appointed
under AS 44.83.363; and _ o _
(22 the extension of electric service would provide immediate sendee
_to. at least three consumers- S _
(c) A loan from the rural electrificatio i revolving loan fund shall
lt)ﬁarl an annual rate of interest of two percent of the unpaid balance of
e |oan.
(dz When a loan is made by the authority under this section, the
electric utility receiving the loan o _
(1) shall, in addition to the rates that it is authorized to charge,
1 charge the consumers served by the electric service extended with the

loan prﬁc?eds an amount sufficient to paY the interest costs of the loan;
shall pay to the authority annually an amount equal to

Jr“EA) interest of two percent on the unpaid balance of the loan; and

(B) payments on the unpaid balance of the principal of the loan for
each new consumer served by the electric sendee during the preceding
Year for which the loan was made; payments on the unpaid balance of
he principal of the loan shall be madeé at a rate equal to the difference
between the actual cost of making the sendee connection to the con-
sumers and the minimum investment per consumer required of the
utility before a loan is made under (b) of this section.
e) The authorltY_ shall . _
% adopt regulations necessary to carry out the provisions of this
section; - .

2) administer the rural electrification revolving loan fund; and

3) submit to the legislature within the first 10 akls of each regular
legislative session a report of actions taken by the authority under this
section and an accounting of the rural electrification revolving loan
fund. {§ 1ch IIP SLA 1981)

Sec. 44.83.363, Loan advisory committee. When an application
for a rural electrification loan is submitted to the authority under AS
44.83.361, the authority shall appoint a local advisory committee from
persons residing in thé area that the applicant utility is certified to
serve. The loan advisory committee shall consider the loan application,
and shall recommend whether the loan application is to be approved or
disapproved. A favorable recommendation from the loan advisory com-
mittee shall be based on a determination thai development in the area




g 44.83.380 Alaska Statutes Supplement § 44.83.382

of the proposed extension of electric service is likely to provide for full
repayment of the loan under AS 44_.83.361(d’) within 10 years. In
making that determination the committee shall consider

1 Permanence of the premises to be served by the extension;

2) land use patterns in the area;, _

3) access for the line that would be installed with loan proceeds;

4) availability of other utility service in the area; and =~

5) the economic feasibility of the extension of electric service with
the proceeds of the loan. (8 1ch 118 SLA 1981)

Article 9. Energy Program for Alaska.

Section Section

380. Program established _ 392. Lapse of excess appropriations
382. Power development fund established ~ 394. Revenue requirements

384. Use of fund balance 6. Operation of power project

8. Sale of power from power project
g. Energ}/_ conservation

39
39
86. Investment of fund ﬁ%
425. Definitions

3
388. Allotment to projects
390. Reappropriation of fund balance

Sec. 44.83.380. Program established, ga) The energy program for
Alaska is established “The program shall be administered by the
Alaska Power Authority. _ _

gb) The energy program for Alaska is a program by which the
au hOfIt%/ may acquire or construct power projects with money appro-
priated Dy the legislature to the power development fund established
In AS 44:83.382. A power project may be acquired or constructed as
Part of the enerdg% program for Alaska only if the project is submitted
0 and agprove the legislature in accordance with procedures set
out in AS 44.83.177 — 44.33.187.

(c) The provisions of AS 36.10.010 — 36.10.125 a8ply to gower
rogects constructed by the authority under AS 44.83.380 — 44.83.425.
FA 44.83.400; § 1ch 118 SLA 1981)

Revisor's notes, — A reference to AS . Editor's notes. — As enacted, this sec-
44,53 400 — 44,83 510 was changed to AS  tion was designated AS 04.83.400 and was
44.83.380 — 44.83.425 by the revisor of  renumbered by the revisor of statutes
statutes ﬁursuant to AS 01,05.031 to con-  under AS 01.05.031.
form to the renumbering of this article.

Sec. 44.83.382. Power deveI_oRme_nt fund established, (a) A
Power development fund is established in the Alaska Power Authorit
0 carrg out the pursposes of the energy program for Alaska (A
44,83.350 — 44.83.425).

b) The fund includes _

1) money appropriated to it by the legislature; and _

2) revenues collected from the sale of power that are not required
tS)MaV\llgtgl?e deposited into the general fund, (AS 44.83.410; § 1ch 118

508
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RELATING TO RURAL ELECTRIFICATION LOANS.

SB 32

from

Intent

> MOSS

Exten% %Qeﬂgepayment period for rural electrification loans

is to make it easier for rural electrification co-ops to

years.

borrow money so they will do necessary upgrading of equipment
and extension of lirnes to outlying areas.

contact:

Dave 1-.utchens, Alaska Rural Electrical Cooperative Association



STATE OF ALASKA i

FISCAL NOTE |Revision Date , 1983
REQUEST Il. rISCAL DETAIL
Bill/Resolution No.: SB 32 Agency Affected: Commerce & Econ. Devmopment
Title: Relating to rural electrification loan8rogram Category Affected: Development
Sponsor: Moss BHU, Program of Subprogram®s) Affected:
Requestor: Resources Alaska Power Authority

EXPENDITURES/REVENUES:  (Thousands of Pol ars.

FY 33 FY 84 FY 85 1 FY 86 FY 87 FY 88

OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

TOTAL OPERATING 0 0 0 "0 0 )
CAPITAL u U 0 0 U 1y
REVENUE

‘UNDING:
GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

I11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared By: Eric Yould, Executive Director Phone: 277-7641
Division: Alaska Power Authority Date:
Approved by Commissioner: Richard A. Lyon Date:

Department: Commerce and Ec"i.jiliTc Development

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legisiature introduced bills)
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor)

3/8/83



§ 4483325 Alaska Statutes Supplement § 4483361

(7) "reconnaissance study” means a study conducted for the purpose

ofassessing the present and future electrical and thermal energy needs
of an area under AS 44.83.177;

S) "feasibility study" .

A) means a ‘study “conducted for the purPose of establishing the
economic and environmental practicality of completing a proposed
power project under AS 44.83.181: _

(B) includes engineering and design work to meet the requirements
for submission of a license apgllcatllon_for a proposed new project to the
Federal Ene.-gy Regulatory- Commission; . _

%} "smull-icale power production facility" means a facility which,
b{ esign, is to produce less than 25 megawatts of power. (5 1 ch 278
SLA 1976; am 8§ 21, 22, ch 156 SLA 197S; am & 26, 27 ch 83 SLA
1980; am §8 10, 11 ch 133 SLA 1982)

Effect of amendments. — The 1982 the definition set out in the main pamphlet
amendment, ‘effective June 25, 1982, sub- and substituted "electrical and thermal
stituted the present definition for "power ener%y needs" for "power needs" in para-
project” or "project” in paragraph F4) for  graph™(7),

Article 7. Su-  a River Hydroelectric Project
Sec. 44.83.325. Restrit .ons on contracting.

Editor's note. — Sectign 21, ch. 133, completed before actual cons-ruction oi tbe
SLA 3982, provides: "Notwithstanding the ~ Susitna River hydroelectric project, de-
Brovmons of AS 44.63.325, the Alaska scribed in AS 44:83.300, may begin. This
ower Authority may enter into contracts  section does not authorise” the” Alaska
under AS 44.83.300 — 44.63.360 for pri-  Power authority to enter into contracts for
liminsry work without the approval the actual construction of the Susitna
required by AS 44,83.325, In this section,  River hydroelectric project or for the prep-
‘preliminary work” means the preparation  aration” of the site of the Susitna River
of plans and_ studies and the Frep,aratlon hydroelectric proiect without the approval
and submission of license apP ications, as  réquired by AS 44 83.325."
wi  us other types of work, that must be

Article 8. Rural Electrification Revolving Loan Fund.
Section
361. Rural electrification revolving loan

un
363. Loan advisory committee

Sec. 44.83.361. Rural electrification revolving loan fund, Sja)
The niral electrification revolving i0an fund is established in the
Alaska Power Authority. The fund consists of

(1) appropriations made to the fund; and

' '2) principal and interest payments on loans made under this sec-
jon.

(b) The authorit maY make loans ficrn the rural electrification
revolving loan fund to electric utilities certified by the Alaska Public
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* § 4483363 State Government § 4483363

Utilities Commission. A loan from the fund may be made onIY for the
purpose of extending new electric service into an area of the state that
an electric utility may serve under a certificate of public convenience
and necessity issued by the Alaska Public Utilities Commission. A loan
may be made from the fund to an electric utility if the U'[I|I'[?/_ Invests
the’ money necessary to provide one pole, one span of line, one
transformer, and one service drop for each consumer for whom immedi-
ate service would be provided b)( the extension of electric service. How-
ever, a loan may not be made from the fund unless .

(1) the loan isrecommended by a loan advisory committee appointed
under AS 44.83.363; and _ o _ ,

(2) the extension of electric service would provide immediate service
to at. least three consumers. - .

(c) A loan from the rural electrification revolving loan fund shall
bﬁar| an annual rate of interest of two percent of the unpaid balance of
the |ean.

(dz When a loan is made by the authority under this section, the
electric utility receiving the loan o _

(1) shall, in addition to the rates that it is authorized to charge,
charge the consumers served by the electric service extended with the

loan proceeds a . amount sufficient to paY the interest costs of the loan;
22) shall pay to the authority annually an amount equal to

A) interest of two percent on the unpaid balance of the loan; and

(B) payments on the unpaid balance of the principal of the loan for
each new consumer served by the electric sendee during the preceding
Year for which the loan was made; paymerts on the unpaid balance of
he principal of the loan shall be made at arate equal to the difference
between the actual cost of nuking the sendee connection to the con-
sumers and the minimum investment per consumer required of the
utility before a loan is made under (b) of this section.
Ee; [ he auth0r|t¥_ shall - _
% adopt regulations necessary to carry out the provisions of this
section;

2) administer the rural electrification revolving loan fund; and

3) submit to the legislature within the first 30 ars of each regular
legislative sess.'on a report of actions laker, by the authority under this
section and an accounting of the rural electrification revolving loan
fund, (k 3ch 118 SLA 1981)

Sec. 44.83.363. Loan advisory committee. When an application
for a rural electrification loan is submitted to the authority under AS
44.83.361, the authority shall appoint a local advisory committee from
persons residing in the area that the applicant utility is certified to
serve. The loan advisory committee shall consider the loan application,
and shall recommend whether the loan application is to he approved or

'mlisapproved, A favorable recommendation from the loan advisory com-
mittee shall be based on a determination that development in the area



§ 44.53.350 Alaska Statutes Supplement § 44.83.382

of the proposed extension of electric service is likely to provide for full
repayment of the loan under AS 44.83.361(d" within 10 years. In
making that determination the committee shal consider

1 Permanence of the premises to be served by the extension;

2) land use patterns in the area; _

3) access for the line that would be installed with loan proceeds;

4) availability of other utility sendee in the area; and .

51 the economic feasibility of the extension of electric sendee with
the proceeds of the loan. (§ 1ch 118 SLA 1981)

Article 9. Energy Program for .Alaska.

Section Section

380. Program established _ 392, Lapse of excess appropriations
382. Power development fund established ~ 394. Revenue requirements

384 Use of fund balance 396. Operation of power project
386 Investment of fund 39£. Sale of power from power project
368 """Anient to projects 400. Ene,rg}/, conservation

380. Reappropriation of fund halance 425. Definitions

Sec. 44.83.380, Program established, ia) The energy- program for
Alaska is established. The program shall be adminiStered by the
Alaska Power Authority. _ _

ab) The energy program for Alaska is a program by which the
au

priated by the legislature to the power development fund established
In AS 44.53.382. A power project may ke acquired or constructed as
Part of the energy- program for Alaska only if the pr_olhect Is submitted
0 and agprove b?/the legislature in accordance with procedures set
out in AS 44.S3.177 — 44,53.187.

(c) The provisions of AS 36.10.010 — 36.10.125 aBpIy to power
rogects constructed by the authority under AS 44.83.380 — 483.425,
FA 44 83.400: $ 1ch 118 SLA 1981)

Revisor's iiot
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3425 by the revimr of  renumbered g/ the Hiyisor of statutes
to AS 01,05.031 to con-  under AS 01.05.031.

bering of this article.
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Sec. 44.83.352. Power deveIpRme_nt fund established, (a) A
Power development fund is established in the Alaska Power Authorit
0 carry- out the purposes of the energy’ program for Alaska (A
44.83.380 — 44.83.425),

b) The fund includes _ .

1) money appropriated to it by the legislature; and _

2) revenues collected from the sale- of power that are not required

bv law to be deposited into the genera) fund. (AS 44.83.410; ? 1ch 118
SLA 1981)
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