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ALASKA RURAL ELECTRIC COOPERATIVE 
ASSOCIATION, INC.

237 E. FIREWEED LANE • SUITE 301 
ANCHORAGE, ALASKA 99503 • (907) 276-3235

M a y  3, 1985

The H o n o r a b le  Peter Goll 

Ch a irman, H o u s e C o m m i t t e e  on 

C o m m u n i t y  an d  R e g i o n a l  Affc'.-'s 

A l a s k a  House of R e p r e s e n t a t i v e s  

P ouch V

Juneau, A l a s k a  99811 

Dear R e p r e s e n t a t i v e  Goll:

H ouse Bill 38jf is s c h e d u l e d  for c o n s i d e r a t i o n  by your  c o m m i tt e e  on M a y  6th, 

but u n f o r t u n a t e l y  1 w i l l  hav e  to be out of town on that date. Please 

accept this le t t e r  as e x p r e s s i n g  the v iews of our association.

We s t r o n g l y  supp or t  the. conc e p t  of direct bill i n g  by the A la s k a  Power 

A u t h o r i t y  as a means of q u a l i f y i n g  reve n u e  bonds issued by the A P A  for 

m u n i c i p a l  tax exempt status for the Susi t na  H y d r o e l e c t r i c  Project. W h a t  we 

w a n t  is a bill that d oes j ust e n o u g h  to pass m u s t e r  w i t h  the IRS, but not a 

bit more. It is go i n g  to take a lot of d el i c a t e  fine tuning to get the 

bill just right, and it o b v i o u s l y  n eeds a lot of work.

This bill was i n t r o d u c e d  so lat e  in this s e s s i o n  that I was f r a n k l y s u r p r is e d  

it has been s c h e d u l e d  for c o n s i d e r a t i o n  this year. The ut i l it i e s  h a v e  not 

had an o p p o r t u n i t y  since it w a s  i n t r o d u c e d  to mee t  and c o n s i d e r  this bill. 

We are not prepa r e d  to m a k e  s ug g e s t i o n s  based on a c o n census at this time, 

but w e  w i l l  hav e  s u b s t a n t i v e  t e s t i m o n y  at a later date. It m a k e s  no d i f f e r­

ence to us w h e t h e r  that w o r k  is later done in your co m m i t t e e  or in a s u b s e­

quent c o m m i t te e  assignment..

Sincerely,

David Hutchens 

Exe cu t i v e  D i re c t o r

DEM OCRACY  IN  A C T IO N



S t a t e  o f  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R  

J  U  X  B  A  U

A p r i l  1 9 ,  1 9 8 5

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  

S p e a k e r  o f  t h e  H o u s e  

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

P o u c h  V

J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  

C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a  b i l l  r e l a t i n g  t o  d i r e c t  

s e r v i c e  c h a r g e s  f o r  t h e  s a l e  o f  p o w e r  b y  t h e  A l a s k a  P o w e r  

A u t h o r i t y  t o  r e t a i l  c o n s u m e r s .

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

t u r e  e n e r g y  p r o j e c t s  a c q u i r e d  o r  c o n s t r u c t e d  b y  t h e  A l a s k a  

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

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

m e n t a l  u t i l i t y .  S e c t i o n  1 0 3 ( b )  o f  t h e  I n t e r n a l  R e v e n u e  

C o d e  r e s t r i c t s  t h e  u s e  o f  t a x - e x e m p t  b o n d s  f o r  f i n a n c i n g  

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

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

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

v e s t o r - o w n e d  u t i l i t i e s ,  r u r a l  e l e c t r i c  a s s o c i a t i o n s ,  a n d  

e l e c t r i c  c o o p e r a t i v e s .

T h i s  b i l l  w o u l d  f a c i l i t a t e  t h e  u s e  o f  t a x - e x e m p t  f i n a n c i n g  

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

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

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

f o r  t h e  p a y m e n t  o f  b o n d s  i s s u e d  b y  t h e  a u t h o r i t y .  M o n e y  

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

s e r v i c e  c h a r g e s  w i l l  c o n s t i t u t e  r e v e n u e s  t o  m e e t  t h e  c o s t s  

o f  a c q u i r i n g ,  f i n a n c i n g ,  a n d  g u a r a n t e e i n g  p o w e r  p r o j e c t s .  

T h e  t a x - e x e m p t  f i n a n c i n g  p e r m i t t e d  b y  t h e  u s e  o f  d i r e c t  

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

p o w e r  p r o j e c t s .
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A f t e r  t h i s  b i l l  i s  p a s s e d ,  t h e  a u t h o r i t y  w i l l  s e e k  a  r e ­

v e n u e  r u 3  i n g  f r o m  t h e  I R S  t o  c o n f i r m  t h a t  t h e  u s e  o f  d i ­

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

p e r m i t  t a x - e x e m p t  f i n a n c i n g  o f  p o w e r  p r o j e c t s .

s S i n c e r e l y ,



( (

Fe b ru ary 14, 1^3^*

H  l iii -

TO: H onorable Bill Sheffield
l/'£ s>v*m or

FRQU: Norman, C. Gorsuch
Attorney General

REi A t t a c h e d  b i l l  related t*:-
direct service charges oy 
the A l a s k a  Pover Authority 
Our file: 377-129-84

received
^S |P*irtnf:ti.nt' o f Luw

2 \ n i'm
h'Oj

M m  of t&e Allur i * y  G c n t m ]  

Ar.chorale b t tn c h
Anchordpe, AJjjka

At t ac hed is a bill that permits the Alaska Pover A u­
thority to <i.lka d irect  service charges to retail consumers for 
pov 2 r generated ov transmitted by m eans  of facilities owned or 
financed by the authority. The bill was requeste d b y  the Alaska 
Pover A u t h ority  and, I understand^vas appro ved b y  J o h n  Shively.

A  draft transmittal letter to the le gislature is also 
attached, y

NCG:?-iAF:ng

ce w/enc.j H o n o r a b l e  Richard lyon 
Co m m i s s i o n e r  

f  D e p a r t m e n t  of Commerce; &
E c o n o m i c  Development

L a r r y  C r a w f o r d  
Executive Director 
Al a s k a  Power Authority 
334 W. 5th  Ave.. 2nd Fl.
Aschorage, A K  99501



5/18/83

PHUFUtfED J O I N T  D R A F T  S T A T E M E N T  
OF WOMiFOliTH & FLINT AND B0R03 a PITT

THE DIRECT BILLING LEGISLATION

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

a u t h o r i z e  t h e  A u t h o r i t y  t o  c h a r g e  d i r e c t  s e r v i c e  c h a r g e e  f o r  o r  

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

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

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

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

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

i n  r e s p e c t  o f  c h a r g e s  f o r  t h e  p r o p o s e d  b o r a g e / F a i r b a n k s  i n t e r -  

t i e  w h i c h  w o u l d  t r a n s m i t  i & l & c t r i c i t y  p r <  ^ e d  b y  p r i v a t e  a n d  p u b ­

l i c  u t i l i t i e s  i n  t L e  r a i l b e l t  t o  r e t a i l  u e t c m e r s .  T h e  e e r v i c o  

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

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

F a i r b a n k s  i a t o r t i e  a n d  t o  p a y  c o s t e  o f  o p e r a t i o n  a n d  m a i n t e n a n c e  

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

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

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

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

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

o f  t h e  i n t e r t i e  t r a n s m i s s i o n  l i n e .  T h e  b e n e f i t  w o u l d  b e  t h e  

p o t e n t i a l  o f  t;ie s u p p l y  o f  e l e c t r i c i t y  v i a  t h e  i n t e r t i e .  T h e  

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

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

w o u l d  l e v y  t h e  o h a r g e s .  T h e r e  w o u l d  b e  n o  l i a b i l i t y  o f  a n y  

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

ffe h a v e  b o a Q  a s k e d  o u r  o p i n i o n  a s  t o  w h o t h e r  o r  n o t  t h e  

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

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

e x e m p t  f r o m  F e d e r a l  i n o o m e  t a x a t i o n  u n d e r  S e c t i o n  1 0 3 ( a ) ( 1 )  o f  

t h e  I n t e r n a l  R e v e n u e  C o d e ,  T h e  r e l e v a n t  q u e s t i o n  i s  w h e t h e r  ,or 

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

u n d e r  o e c t i o n  1 0 3 ( b )  o f  t h e  C o d e .  U n d e r  t h a t  s e c t i o n  o f  t h e  C o d e  

a n  i n d u s t r i a l  d e v e l o p m e n t  b o n d  m e a n s

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

a n  i s s u e  a l l  o r  a  m a j o r  p o r t i o n  o f  t h e  p r o ­

c e e d s  o f  w h i c h  a r e  t o  b e  u s o a  d i r e c t l y  o r  

i n d i r e c t l y  i n  a n y  t r a d e  o r  b u s i n e s s  c a r r i e d  

o n  b y  a n y  p e r s o n  w h o  I s  n o t  a n  e x e m p t  p e r s o n  

w i t h i n  t h o  m e a n i n g  o f  [ S e c t i o n  1 0 3 ( b ) ] ( 3 ) ) ,  

a n d  ( B )  t h o  p a y m e n t  o f  t h e  p r i n c i p a l  o r  

i n t e r e s t  o n  w h i c h  ( u n d e r  t h e  t e r m $  o f  s u c h  

o b l i g a t i o n  o r  a n y  u n d e r l y i n g  a r r a n g e m e n t )  i e ,  

i n  w h o l e  o r  i n  m a j o r  p a r t  ( i )  s e c u r e d  b y  a n y  

i n t e r e s t  i n  p r o p e r t y  u s e d  o r  t o  b e  u s e d  i n  a



t r a c k  o r  b u s i n e s s  o r  i n  p a y m e n t s  i n  r e s p e c t  

o f  s u c h  p r o p e r t y ,  o r  ( i i )  t o  b e  d e r i v e d  f r o m  

p a y m e n t *  i n  r e s p e c t  t o  p r o p e r t y ,  o r  b o r r o w e d  

m o n e y ,  n e e d  o r  t o  b e  u a e d  i n  a, t r a d e  o r  

b u s i n e s s ,

W e  h a v e  e x a m i n e d  t h e  r e l e v a n t  r e g u l a t i o n s ,  p a r t i c u l a r l y  

5 5 1 . 1 0 3 ( 7 )  ( B )  ( 3 )  a n d  ( 4 ) ,  a s  w e l l  a n  p u b l i s h e d  r u l i n g s  a n d  p r i ­

v a t e  l e t t e r  r u l i n g s  o f  t h e  I n t e r n a l  K e v e n u e  S e r v i c e  t o  d e t e r m i n e  

w h e t h e r  o r  n o t  t h e  p r o p o s e d  b o r i d e  m e e t  t h e  d e s c r i p t i o n  s e t  f o r t h  

i n  S e c t i o n  1 0 3 ( b ) ( 2 ) ( B )  w h i c h  i s  c o m m o n l y  c a l l e d  t h e  " s e c u r i t y  

i n t e r e s t  t e s t " .  B a s e d  o n  t h e  i n t e r n a l  R e v e n u e  C o d e  a n d  c u r r e n t  

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

b o n d e  w o u l d  n o t  b e  s u b j e c t  t o  P e d e r a l  i n c o m e  t a x a t i o n  a s  

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

n o t  m e e t  t h e  " s e c u r i t y  i n t e r e s t  t e s t " .

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

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

p r i v a t o  r u l i n g s  o f  t h e  S e r v i c e .  W e  f u r t h e r  p o i n t  o u t  t h a t  t h e

S e r v i c e  b a a  a h o w n  n o  h e s i t a t i o n  i n  r e c e n t  y e a r s  i n  o v e r r u l i n g

p u b l i s h e d  r u l i n g . * )  o n  t a x  e x e m p t i o n  ( s e e  f o r  e x a m p l e  R e v e n u e

R u l i n g  8 1 - 2 1 6  w h i c h  a f f e c t e d  t h e  t a x a b i l i t y  o f  i n d u s t r i a l

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

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

t h e  C o d e ,  r e g u l a t i o n s  o r  e a r l i e r  r u l i n g s .  I n  t h i s  r e g a r d  w e  p a r ­

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

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

" s e c u r i t y  i n t e r e s t  t e s t "  h a s  b e e n  u s e d  b y  t h e  S e r v i c e  t o  b r o a d e n  

t n e  t h r u s t  01 t n e  t e s t  s i n c e  t n e  r e g u l a t i o n s  '7e.re e n a c t e d .

s u b s e q u e n t  e v e n t s  m a y  w e l l ,  t h e r e f o r e ,  d i c t a t e  t h a t  a  

r u l i n g  b e  o b t a i n e d  b e f o r e  p r o c e e d i n g  w i t h  t h e  f i n a n c i n g .
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I n t r o d u c e d :  A / 1 9 / 8 5
R e f e r r e d :  C o m m u n i t y  & R e g i o n a l
A f f a i r s ,  H o u s e  S p e c i a l  C o m m i t t e e  
on S t a t e  L o a n s  a nd F i n a n c e

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

2 H O U S E  B I L L  NO. 389

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

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

5 A  B I L L

6 F o r  an  A ct e n t i t l e d :  " An act r e l a t i n g  to d i r e c t  s e r v i c e  c h a r g e s  f or the

7 sal e  of p o w e r  by  the A l a s k a  P o w e r  A u t h o r i t y  to r e t a i l

8 c o n s u m e r s . "

9 B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF A L A S K A :

10 * S e c t i o n  1. A S  A A . 8 3  is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

11 Sec. A A . 83.085. D I R E C T  S E R V I C E  C H A RGES. (a) T he a u t h o r i t y  m a y

12 c h a r g e  a n d  c o l l e c t  d i r e c t  s e r v i c e  c h a r g e s  fo r  or r e l a t i n g  to the

13 p u r c h a s e  of power, a n d  t h e  cost a n d  e x p e n s e  of the g e n e r a t i o n  a n d

1A t r a n s m i s s i o n  of power, f r o m  a r e t a i l  c o n s u m e r  of p o w e r  that is gen-

15 c r a t e d  or  t r a n s m i t t e d  by m e a n s  of f a c i l i t i e s  o w n e d  or f i n a n c e d  by  the

16 a u t h o r i t y .  " R e t a i l  c o n s u m e r "  m e a n s  a c u s t o m e r  of  a d i s t r i b u t o r  of

17 e l e c t r i c i t y  as d e f i n e d  in  AS A A . 8 3 . 230, or a d i s t r i b u t o r  of e l e c t r i c -

18 ity to the e x t e n t  that that e n t i t y  is a d i r e c t  c o n s u m e r  of p o w e r

19 g e n e r a t e d  o r  t r a n s m i t t e d  by  m e a n s  of f a c i l i t i e s  o w n e d  or  f i n a n c e d  by

20 the a u t h o r i t y .

21 (b) T h e  a u t h o r i t y  s h a l l  by r e g u l a t i o n  p r e s c r i b e ,  a nd r e v i s e  as

22 n e c e s s a r y ,  a s c h e d u l e  of d i r e c t  s e r v i c e  c h a rges. T h e  m o n e y  d e r i v e d  by

23 the a u t h o r i t y  f rom the i m p o s i t i o n  a n d  c o l l e c t i o n  of  d i r e c t  s e r v i c e

2A c h a r g e s  m u s t  be a l l o c a t e d  a m o n g  the p r o j e c t s  f o r  w h i c h  the d i r e c t

25 s e r v i c e  c h a r g e s  w e r e  i n s t i t u t e d ,  a nd ere-*'ted to the a m o u n t s  w h i c h

26 m u s t  be  c h a r g e d  u n d e r  e i t h e r  the w h o l e s a l e  p o w e r  rat e  f o r m u l a  in

27 AS  A A . 8 3 . 398 or any o t h e r  p o w e r  r a t e  s c h e d u l e  a p p l i c a b l e  to the proj-

23 ect u n d e r  the p r o v i s i o n s  of AS AA.83.

29 (c) N o t w i t h s t a n d i n g  any o t h e r  p r o v i s i o n s  of AS A A . 8 3 ,  the
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a u t h o r i t y  is not r e q u i r e d  to e n t e r  i n t o  a p o w e r  s a les a g r e e m e n t  w i t h  

re s p e c t  to the p o w e r  g e n e r a t e d  or t r a n s m i t t e d  by a p r o j e c t  if it

(1) e s t a b l i s h e s  a s c h e d u l e  of d i r e c t  s e r v i c e  c h a r g e s  w i t h  

r e s p e c t  to the e l e c t r i c a l  p o w e r  or  e n e r g y  or  t r a n s m i s s i o n  c a p a c i t y  or 

s e r v i c e  f r o m  the p r o j e c t ;  a nd

(2) d e t e r m i n e s  t hat the i m p o s i t i o n  a nd c o l l e c t i o n  of d i r e c t  

s e r v i c e  c h a r g e s  w i l l  r e s u l t  in  the s a l e  of  that p o w e r  at the iwest 

r e a s o n a b l e  price.

(d) If the a u t h o r i t y  e n t e r s  i n t o  a p o w e r  sales c o n t r a c t  w i t h  a 

d i s t r i b u t o r  of e l e c t r i c i t y ,  t h e  a u t h o r i t y  m a y  w a i v e ,  m o d i f y ,  s u s pend, 

or r e d u c e  the d i r e c t  s e r v i c e  c h a r g e  that w o u l d  o t h e r w i s e  be c h a r g e d  by 

the au'hiority to r e t a i l  c o n s u m e r s .

Sec. 4 4 . 8 3 . 0 8 6 .  C O L L E C T I O N  O F  D I R E C T  S E R V I C E  C H A R G E S .  (a) T h e  

a u t h o r i t y  m a y  e n t e r  i nto one or  m o r e  a g e n c y  a g r e e m e n t s  w i t h  a d i s t r i b­

u t o r  of e l e c t r i c i t y ,  r e l a t i n g  to the b i l l i n g  a n d  c o l l e c t i o n  of d i r e c t  

s e r v i c e  c h a r g e s  a u t h o r i z e d  u n d e r  A S  4 4 . 8 3 . 0 8 5 .  Th e  d i s t r i b u t o r  of 

e l e c t r i c i t y  m a y  act as a g e n t  of  the autho.Ji.ty f or the b i l l i n g  an d  

c o l l e c t i o n  of d i r e c t  s e r v i c e  c h a r g e s .  E a c h  d i s t r i b u t o r  of e l e c t r i c i t y  

m a y  do  a n y t h i n g  n e c e s s a r y  or d e s i r a b l e  to c a r r y  out e v e r y  s u c h  a g e n c y  

a g r e e m e n t .

(b) E a c h  m u n i c i p a l i t y  a n d  o t h e r  p u b l i c  a g e n c y  of the s t a t e  shall 

p r o m p t l y  p a y  to the a u t h o r i t y  a ll d i r e c t  s e r v i c e  c h a r g e s  that the 

a u t h o r i t y  m a y  c h a r g e  to it, as a c o n s u m e r  of p o w e r ,  i n  a c c o r d a n c e  w i t h  

AS  4 4 . 8 3 . 0 8 5 ,  an d  s h a l l  p r o v i d e  for the p a y m e n t  in the same m a n n e r  as 

o t h e r  o b l i g a t i o n s  of the m u n i c i p a l i t y  or p u b l i c  agency.

(c) If a d i r e c t  s e r v i c e  c h a r g e  is n ot p a i d  w h e n  due, i n t e r e s t  

a c c r u e s  an d  is d ue to the a u t h o r i t y  o n  the u n p a i d  b a l a n c e  at t he rate 

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

a nd the a c c r u e d  i n t e r e s t  a re f u l l y  p a i d  to the au t h o r i t y .
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1 (d) If an y  d i r e c t  s e r v i c e  c h a r g e  is n ot p a i d  w h e n  due, the

2 u n p a i d  b a l a n c e  a nd all i n t e r e s t  a c c rued, t o g e t h e r  w i t h  a t t o r n e y  fees

3 a nd costs, m a y  be r e c o v e r e d  b y  t he a u t h o r i t y  in a c i v i l  action.

4 (e) In  the e v ent of d e f a u l t  by a d i s t r i b u t o r  of e l e c t r i c i t y

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

6 of e l e c t r i c i t y ,  t he a u t h o r i t y  m a y  c h a r g e  a nd c o l lect, as if the con-

7 tract h a d  not b e e n  made, d i r e c t  s e r v i c e  c h a r g e s  a g a i n s t  the c u s t o m e r s

8 of the d i s t r i b u t o r  of e l e c t r i c i t y  s u f f i c i e n t  to m e e t  a ny d e f a u l t  or

9 d e f i c i e n c y  in p a y m e n t s  to be m a d e  u n d e r  the p o w e r  s a l e s  contract.

10 * Sec. 2. AS  4 4 . 8 3 . 1 9 5 ( a )  is a m e n d e d  to read:

11 (a) W h e n  a p r o j e c t  is o p e r a t e d  by  the a u t h o r i t y ,  the a u t h o r i t y

12 shall d e r i v e  r e v e n u e s  f r o m  the o p e r a t i o n  of the p r o j e c t  by  the impo-

13 s i t i o n  an d  c o l l e c t i o n  of d i r e c t  s e r v i c e  c h a r g e s  u n d e r  AS  4 4 . 8 3 . 0 8 5  and

14 4 4 . 8 3 . 0 8 6 ,  or by e n t e r i n g  [ENTER] into o ne or  m o r e  c o n t r a c t s  for the

15 sale of  e l e c t r i c a l  power, energy, t r a n s m i s s i o n  ca p a c i t y ,  or  s e r v i c e

16 f r o m  the p r o j e c t .  U n l e s s  the c o n t r a c t  is e n t e r e d  int o  u n d e r  A S  44.-

17 8 3 . 3 8 0  -- 4 4 . 8 3 . 4 2 5 ,  a c o n t r a c t  e n t e r e d  into u n d e r  this s e c t i o n  m u s t

18 [SHALL] m e e t  all r e q u i r e m e n t s  of AS  4 4 . 8 3 . 0 9 0 .

19 * Sec. 3. A S  4 4 . 8 3 . 2 3 0  is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:

20 (10) " d i s t r i b u t o r  of e l e c t r i c i t y "  m e a n s

21 (A) a m u n i c i p a l i t y  or  o t h e r  p u b l i c  a g e n c y  that oper-

22 ate s  an e l e c t r i c  u t i l i t y ;

23 (B) a r u r a l  e l e c t r i c ,  c o o p e r a t i v e  e l e c t r i c ,  or  p r i v a t e

24 e l e c t r i c  u t i l i t y ;  or

25 (C) any o t h e r  p e r s o n  a u t h o r i z e d  by l aw to e n g a g e  in

26 the d i s t r i b u t i o n  of e l e c t r i c i t y .
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H O U S E  J O U R N A L Upril 19, 1985

" A n  A c t  r e l a t i n g  t o  d i r e c t  s e r v i c e  
c h a r g e s  f o r  t h e  s a l e  of p o w e r  by  the 
A l a s k a  P o w e r  A u t h o r i t y  t o  r e t a i l  
c o n s u m e r s . "

w a s  r e a d  the f i r s t  t i m e  a nd  r e f e r r e d  t o  t h e  C o m m u n i t y  & 
R e g i o n a l  Affairs, H o u s e  S p e c i a l  C o m m i t t e e  o n  S t a t e  Loans, 
a n d  F i n a n c e  C o m m i t t e e s .

A  z e r o  fiscal n o te  w a s  at t a c h e d .

T h e  G o v e r n o r ' s  t r a n s m i t t a l  letter, d a t e d  A p r i l  19, 1985,
a p p e a r s  below:

" D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  art. III, sec. 18, of t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  t o  d i r e c t  
s e r v i c e  c h a r g e s  f o r  t h e  s a le  o f  p o w e r  b y  t h e  A l a s k a  P o w e r  
A u t h o r i t y  to  r e t a i l  c o n s u m e r s .

T h i s  b i l l  a d d r e s s e s  f i n a n c i n g  c o n c s m s  w i t h  r e g a r d  t o  fu­
tu r e  e n e r g y  p r o j e c t s  a c q u i r e d  o r  c o n s t r u c t e d  by  t h e  A l a s k a  
P o w e r  A u t h o r i t y  w h e r e  t h e  p r i n c i p a l  u s e r  o f t he  p o w e r  g e n­
e r a t e d  o r  t r a n s m i t t e d  b y  t h e  a u t h o r i t y  is a n o n - g o v e r n­
m e n t a l  u t i l i t y .  S e c t i o n  103(b) of th e  I n t e r n a l  R e v e n u e  
C o d e  r e s t r i c t s  t he  u s e  o f t a x - e x e m p t  b o n d s  f o r  f i n a n c i n g  
p o w e r  p r o j e c t s  a n d  t r a n s m i s s i o n  i n t e r t i o s  w h i c h  a r e  s e c u r e d  
b y  p a y m e n t s  t o  be  m a d e  u n d e r  p o w e r  s a l e s  a g r e e m e n t s  w i t h  
n o n - g o v e r n m e n t a l  u t i l i t i e s  s u c h  as p r i v a t e  i n v c s t o r - o w n o d  
u t i l i t i e s ,  r u r a l  e l e c t r i c  a s s o c i a t i o n s ,  a n d  e l o c t r l c  
c o o p e r a t i v e s .

T h i s  b i l l  w o u l d  f a c i l i t a t e  t h e  uno o f  t a x - e x e m p t  f i n a n c i n g  
b y  a u t h o r i z i n g  t h e  a u t h o r i t y  t o  i m p o s e  a n d  c o l l e c t  d i r e c t  
s e r v i c e  c h a r g e s  f ro m c o n s u m e r s ,  an an a l t e r n a t i v e  to  p o w e r  
s a l e s  agree m en ts , a s  a m e t h o d  for s e c u r i n g  an d  p r o v i d i n g  
f o r  t h o p a y m e n t  of  b o n d s  i s s u e d  b y  t h e a u t h o r i t y .  H o n e y  
c o l l e c t e d  by  th e a u t h o r i t y  from the i m p o s i t i o n  of d i r e c t  
s e r v i c e  c h a r g e s  w i l l  c o n s t i t u t e  r e v e n u e s  t o  m e e t  t h e  c o s t s  
o f  a c q ui r in g,  fi na n c i n g ,  a n d  g u a r a n t e e i n g  p o w e r  p r o je ct s.  
T h e  t a x - e x e m p t  f i n a n c i n g  p e r m i t t e d  by  t h e  us e of d i r e c t  
s e r v i c e  c h a r g e s  G h o u l d  h e l p  t o r e d u c e  the c a p i t a l  c o s t s  of 

..power projects.

( A f t e r  t hi s  bill is p as sed, the a u t h o r i t y  w i ll  s e e k  a re- 
j v e n u e  r u l i n g  f r o m  t ho  IRS t o  c o n f i r m  t ha t  t h e u s e of  d i r e c t  
I s e r v i c e  c h a r g e s  as s e c u r i t y  for r e v e n u e  b o n d s  w i l l  p e r m i t  
[_ t a r - e x e m p t  f i n a n c i n g  o f  p o w e r  p r oj ec t s.

Sinc e re ly ,

/ b/
Bill S h e f f i e l d  
G o v e r n o r "
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