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O r i g i n a l  s p o n s o r :  H o u s e  S p e c i a l  C o m m i t t e e

o n  S e n t e  L o a n s

IN T HE HO US E  BY T H E  FINANCE C O MM IT TE E

CS F O R  HOUSE B I L L  NO* 219 (Finance)

I N  THE LEGISLATURE O K  T H E  STATS O F  AL ASKA 

FOURT E EN TH  L EG ISLATURE - F IR ST  SESSION

A  BILL

For an A c t  entitled: “An A c t  r el at i n g  to the applicability of the A l a s k a

P u blic U ti lities Commis si on  Act to cer ta in  ele ct ri c  

utilitiesi p o w e r  development loans* aud the e nergy 

p r o g r a m  for A laska."

BE IT ENACTED BY T H E  LEGISLATURE OF T H E  STATS O F  ALASKA:

*  Section 1* A S  42.05.711(b) is amended to read:

(b) Public utilities owned and ope ra te d by a political s u b d i v i­

sion of the state and electric operating entities established as an 

Instrumentality of two or more public utilities owned and o p e r a t e d  b y  

a political su b division of the state, none of wh os e utilities is in 

competition w i t h  a n y  other utility, are exempt from the provisions of 

this chapter, other than the provisions of A S  42*05.221 - 42.05.281, 

unless the owner a n d  operator elects to be subject to ^11 provisions 

of this chapter,

*  Sec. 2. A S  44.33.620(a) is amended to rend:

(a) A  loan f r o m  the fund shall [MUST] bo repaid in accordance 

with the terras that the department determines to be appropriate. In 

establishing Che terras, including p ro vision for a r a t u m  to the state 

of a n  amount in excess of the principal amount of the loan, the d e­

partment shall consider the revenue Chat the authority could r e a s o n­

ably derive from the sale of power from the projects based upon

(1) I T H E  MA RKET RA TE  O F  INTEREST FOR A  LOAN OF C O M P A R A B L E  

SIZE A ND DURATION A T  T H E  TI ME  T H E  L O A N  IS MADE* AND *  '

(2)) the [ESTIMATED] c o s t s , at the time the po we r aalos

-1- C5HB 219(Fin)
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agreement is in i t i a l ly negotiated or r e n e g o t i a t e d , o f  alternative 

sources of energy generation for utilities purchasing p ow e r frora a 

pro j ec t f i nanced w i t h  a loan fr om  the fundi

(2) the effect of the loan terns o n  the w h o l e s a l e  p o w e r  

costs to all utilities purchas in g  p ow er  from the Initial project;

(3) Che long-tora be nefits to consumers and communities of 

stable wholesale p o w e r  costai

(4) the af fordability of initial w h o l e s a l e  power costs that 

r e su lt  f r o m  the loan terms w i t h  utilities purch as in g p ower f r o m  the 

initial project!

(5) increasing r e p a y m e n t t n o t  to ex ceed five yeara, of debt 

service payment per kilowatt ho ur  gradually over the initial p e r i o d  of 

a loa n  repayment schedule to the extent ne ce s s a r y  to avoid sig n ificant 

rate increases to the consumers

(6) the ex isting exces3 capacity o f  power p r o j e c t s ; and

(7) the effects of i nc reased capacity utilization, I n f l a­

tion, and alternative energy production costs over the life o£ the

Initial p r o j e c t .

*  Sec. 3. AS 44.33.620 is amend ed  by adding a  n e w  subsection to read:

(d) In (a) of thin section “initial p r o j e c t 14 means the proje c t

d es cribed in AS 44.83.398(a).

* Sec. 4. AS 44.33 is amen de d b y  adding a n e w  section to read;

Sec. 44.33.625. RATK REQPEHKRS. A  power sales agreement for the

sale o f  power froia the initial project, as described in AS 44.83.-  

398(a), financed with a loan u n de r A S  44.33.610 m a y  include among its 

provisions a n  agreed schedule o f  w ho le s a l e  power rates n ot wi th st an d in g 

the provisions of AS 44,83.393, b ut m u s t  include a pr ov i si on  for a 

rate reoponer.

* Sec. 5. AS 44.83.425(5) ia amended to read:

CSKB 219(Fin) -2-



(5) “qualified u t i l i t y’* means an electric utility or an 

electric o pe rating entity e s ta b li sh ed  as aft Instru mentality of two or 

more electric ut il ities [THAT IS] ce rt if i ed  b y  the Alaska Public 

Utilities C om mi ss io n  to serve all or par t o f  a m a r k e t  area tha t  i 3 

se rved o r  w i l l  be serve d by the p o w e r  project, [AND] that the a u t h o r­

ity determ in es  is capable of op er at in g  and m ai nt a i n i n g  the power 

project.

- 3 -  C S H B  2 i 9 ( F i n )
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Ver si on  #1 
Le v y
4 / 1 2 / 8 5 "

Original sponsor House Special Committee 
on State Loans

IN THE H O U S E  BY THE FINANCE COMMITTEE

CS F O R  H OUSE BILL NO. 219 (Finance)

IN THE L EG IS L A T U R E  OF THE S TATE OF A L A S K A  

FOURTE EN TH  L E G I S L A T U R E  - F I R S T  SESSION

A  BILL

F or an A ct entitled: "An Act relating to the ap p li ca bi li ty  of the Al aska

Public Utilities C o m m i s s i o n  A c t  to certain electric

utilities; power d ev elopment loans; and the energy j

p r o gr am  for Ala s ka ."

BE IT E N A C T E D  BY THE L EGISLATURE O F  THE STATE O F  ALASKA:

* S e ct io n 1. AS 42.05.711(b) is amen de d to read:

(b) P u bl ic  utilities owned and o pe ra t e d  b y  a political subdivi­

sion of the state and electric o p e r a t i n g  entities established as an 

i n s t r u me nt al it y of two or m o r e  p ublic ut il it i es  owned and ope r at ed  by 

a po li ti ca l subdivision of the state, non e of w ho se  utilities is in 

c o mp et it io n  w i t h  any other utility, are exempt from the provisions of 

this chapter, other than the provis i on s of AS 42.05.221 - 42.05.281, 

u nless the owner and operator elects to be subject to all provisions 

of this chapter.

* Sec. 2. AS 44.33.620(a) is a m en de d to read:

(a) A  loan from the fund shall [MUST] be repaid in accordance 

w i t h  the terms that the department determines to b e  appropriate. In 

e s t a b l i s h i n g  the terms, including p r o v i s i o n  for a retur n to the state 

of an amount in excess of the p r i n ci pa l amount of the loan, the d e­

part m e n t  shall consider the revenue that the a ut ho ri ty  could r e a s o n­

ably derive fro m the sale of power from the projects based u po n

(1) [THE M A RK ET  RATE O F  I NTEREST F O R  A L O A N  OF COMPARABLE 

SIZE A N D  D U R A T I O N  A T  THE TIME THE L O A N  IS MADE; AND

(2)] the [ESTIMATED] c o s t s , at the time the power sales

-1- CSHB 2 1 9 (Fin)
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agreement is initially n e g o t i a t e d  or renegotiated, of alternative 

sources of energy gener at io n for u t i l i ti e s p ur c ha si ng  power from a 

project financed w i t h  a loan from the fundj_

(2) the effect of the loan terms on the wholesale power 

costs to all utilities purcha si ng  power from the initial project;

(3) the long-term b enefits to consumers and communities of 

stable w h o l e s a l e  power costs;

(A) the affordability of init ia l wholesale power costs that 

result from the loan terms w i t h  u t i l i ti es  purchasing power from the 

initial project;

(5) increasing repayment, not to exceed five years, of debt 

service payment per kilowatt hour gr ad ua l ly  over the initial period of 

a loan r ep ayment schedule to the extent ne ce ss a ry  to avoid significant 

rate increases to the consumer;

(6) the existing excess cap ac it y of power projects; and

(7) the effects of increased capacity utilization, i n f l a­

tion, and alternative energy pr od uc t i o n  costs over the life of the 

initial p r o j e c t .

* Sec. 3. AS 44.33.620 is amended by a d di n g a n e w  subsection to read:

(d) In (a) of this section "initial project" means the project

described in A S  44.83.398(a).

* Sec. 4. A S  44.33 is amended by ad ding a n e w  section to read:

Sec. 44.33.625. RATE REOPENERS. A  power sales agreement for the

sale of p o w e r  from the initial project, as described in AS 44.83.- 

398(a), fin an ce d w i t h  a loan u nd er  AS 44.33.610 may include among its 

p rovisions an ag reed schedule of w h o l e s a l e  power rates n o t w i t hs ta nd i ng  

the provisions of AS 44.83.398, but mu st  include a provision for a 

rate reopener.

* Sec. 5. A S  44.83.425(5) is ame nd ed  to read:

CSHB 219(Fin) -2-
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(5) " q u a l i f i e d  u tility" means an electric utility or an 

electric ope ra t in g e nt i ty  established as an instrumentality of two or 

more electric u ti li ti es  [THAT IS] certified b y  the A laska Public 

Utilities C o m m i s s i o n  to serve all or part of a market area that is 

served or w i l l  b e  served by the power project, [AND] that the author­

ity determines is capable of o p erating and m a i n t a i n i n g  the power 

project.

- 3 - CSHB 2 1 9 (Fin)



MEMORANUDM

TO: Rep. John SunjL,-

FROM: J. H a r t l e ^ f K ' J

RE: Amendment to Subcommittee draft of HB 219

Here are some reasons for adding the section:

*Sec. 4. AS 44.33 is amended by adding a new section to read:

Sec. 44.33.625. RATE REOPENERS. A  power sales agreement for 
the sale of power from the initial project financed under AS 44.33.610 

may include among its provisions an agreed schedule of wholesale power 

rates notwithstanding the provisions of AS 44.83.398 but must include a ' 
provision for a rate reopener.

1. Will allow the present negotiations to continue.

Negotiations are presently moving forward under a plan from Gordon 

Harrison. His plan is to offer a wholesale power rate which combines

debt service and 0 & M. The plan would offer the purchasers of power a

certain rate per kwh, O&M would be taken out of that rate and whatever is 

left above O&M would go to debt service. This is not allowed under AS 

44.83.398 which specifies that O&M and Debt service must be separated and 

debt service must be the same for all projects.

2. Will return more debt service to the state.
Per KWH, Tyee has the highest O&M rate; this rate is by itself 

almost equal to the cost of alternative sources of power. Therefore, if 

the "Harrison plan" is implemented, very little would be left over for 

debt service thus limiting the debt service rate that can be paid by the 

other projects as well (under 398). Other projects with lower O&M are, 

with this amendment, allowed to provide a greater return to the state for 

debt service.

3. It still leaves the rate open to negotiations.

The amendment only provides for an agreed schedule, it is silent as 

to what that rate will be. Under AS 44.83.398 there is no w ay to agree 

on a schedule - the rates must fluxuate with loads - if loads go down, 

rates go up, if loads go up, rates go dov*n. This is the exact problem 

the communities are trying to get away from - certainty is more important 

than the actual rate itself; the amendment allows for agreement.

4/12/85



Effective Rate of Return: 2.75%

In it ia l Loan Princioal $196,000,COB Rarno Period (Years) 5 4-DAM POOL
Loan Interest Rate 4.00)1 D. S. Entry Rate (c/kW.h) 2.00 LCik. REPAYMENT SCHEDULE
Loan Term (Years) 40 Entry Rate Annual Escalation 6.05X
Total Energy Capability (GW.h/yr) 378,607 D. S. Rate Ceiling (c/kH.h) 2.682840 CASE 4-A

Year DEBT SERV PAYMENT ENERGY UTILIZ­ CURRENT INTEREST ACTUAL PAY­ PRINCIPAL DEFERRED
COMPONENT FROM ELEC SALES ATION PRINCIPAL DUE FROM MENT LESS REPAYMENT PRINCIPAL
(c/kW.h) REVENUE (GU.ii) BALANCE 4-DAM POOL INT. DUE DEFERRED BALANCE

1985 2.00 3,104,120 155,236 40 .93tt 196,000,000 3,213,926 (109,806) 1,217,061 1,217,051
1986 2.12 3,849,550 181,496 47.94)4 194,892,746 3,756,990 92,561 1,116,790 2,333,851
1987 2.25 4,306,077 191,437 50.56)4 193,683,395 3,954,721 351,356 1,102,865 3,436,735
1388 2.39 4,751,347 199,181 52.61)4 192,229,154 4,095,758 655,589 1,099,544 4,535,279
1989 2.53 5,212.398 206,C42 54.42)4 190,474,021 4,205,259 1,007,139 1,099,799 5,636,078
199? 2.68 5,714,288 212,994 56.26)4 188,367,083 4,300,727 1,413,551 1,097,712 6,733,790
1991 2.68 5,877,217 219,067 57.86)4 185,855,810 4,361,163 1,516,054 1,099,757 7,833,547
1992 2.68 6,087,552 226,907 59.93)4 183,239,999 4,449,374 1,638,178 1,087,542 8,921,089
1993 2.68 6,336,412 236,183 62.38)4 160,514,278 4,557,304 1,779,108 1,061,884 9,982,973
1994 2.68 6,596,916 245,893 64.55)4 177,673,286 4,664,816 1,932,100 1,029,068 11,012,041
1935 2.68 6,853,020 255,439 67.47)4 174,712,118 4,768,231 2,092,789 993,250 12,005,291
1996 2.68 6,998,569 260,566 68.82)4 171,625,080 4,767,619 2,222,950 989,981 12,995,272
1997 2.68 7,133,591 265,897 70.23)4 168,413,149 4,771,637 2,361,954 983,082 13,978,354
1998 2.68 7,283,428 271,482 71.71)4 165,068,112 4,772,574 2,510,854 971,743 14,950,097
1999 2.68 7,440,669 277,343 73.25)4 161,585.516 4,770,144 2,670,525 955,320 15,905,417
2388 2.60 7,605,529 283,488 74.6 ii 157,959,671 4,763,757 2,841,772 933,243 16, B3B,660

rv> 2.68 7,732,481 288,223 76.13)4 154,184,655 4,725,569 3,006,912 922,268 17,760,948
2882 2.68 7,781,393 290,043 76.61)4 150,255,456 4,633,629 3,147,761 939,834 18,700,782
2083 2.68 7,831.907 291,926 77.11)4 146,167,861 4,536,187 3,295,720 956,646 19,657,428
2004 2.68 7,884,572 293,889 77.62)4 141,915,495 4,433,170 3,451,401 972,381 20,629,809
2085 2.68 7,939,463 295,935 78.16)4 137,491,713 4,324,205 3,515,257 986,853 21,616,662
2086 2.68 7,996,661 298,067 78.73)4 132,889,602 4,208,891 3,787,770 999,859 22,616,521
2087 2.6J 8,056,308 300,290 79.31)4 128,101,973 4,086,622 3,969,478 1,011,153 23,627,674
2088 2.68 8,118,488 302,608 79.93)4 123,121,342 3,957,546 4,160,942 1,020,474 24,648,147
2009 2.68 8,183,279 305,023 80.56)4 117,939,925 3,820,549 4,362,730 1,027,568 25,675,716
2018 2.68 8,250,873 307,541 81.23)4 112,549,627 3,675,330 4,575,503 1,032,102 26,707,818
2011 2.68 8,321,231 310,165 81.92)4 106,942,022 3,521,308 4,799,922 1,033,753 27,741,570
2012 2.68 8,394,633 312,931 82.55)4 101,108,347 3,357,895 5,036,738 1,032,125 28,773,696
2813 2.68 6,471,148 315,753 83.40)4 95,039,483 3,184,428 5,286,719 1,026,818 29,800,514
2014 2.68 8,550,882 318,725 84.18)4 88,725,946 3,000,199 5,550,683 1,017,397 30,817,911
2015 2.68 8,634,823 321,e24 85.00)4 82,157,866 2,804,469 5,829,554 1,003,334 31,821,245
2016 2.68 8,720,652 325,053 B5.85X 75,324,978 2,596,405 6,124,247 984,130 32,805,376
2017 2.68 8,810,983 328,420 86.74)4 68,216,601 2,375,152 6,435,831 959,147 33,764,523
2818 2.68 8,905,124 331,929 87.67)4 60,821,622 2,139,753 6,755,371 927,769 34,692,291
2019 2.68 9,003,262 335,587 88.64)4 53,128,483 1,889,200 7,114,062 889,265 35,581,556
2020 2.68 9,105,559 339,400 89.64)4 45,125,156 1,622,397 7,483,162 842,864 36,424,421
2021 2.68 9,212,202 343,375 90.69)4 36,799,130 1,338,166 7,874,035 787,707 37.212,128
2822 2.68 9,323,352 347,518 91.79)4 28,137,388 1,035,234 8,288,118 722,882 37,935,010
2023 2.68 9,439,197 351,836 92.93)4 19,126,387 712,229 8,726,968 647,379 33,5B2,3B9
2824 2.68 9,559,978 356,338 94.12)4 9,752,041 367,680 9,192,299 560,052 39,142,441
2025 1.34 4,825,870 361,030 95.36% (310) 1,565,665 3,260,185 35,881,945
2026 1.32 4,825,870 365,921 96.65)4 1,435,278 3,390,592 32,491,353
2027 1.30 4,825,878 371,019 98.00)4 1,299,654 3,526,216 28,965,137
2028 1.28 4,825,870 376,334 99.48)4 1,158,605 3,667,265 25,297,872
2029 1.27 4,625,870 378,607 100.00)4 1,011,915 3,813,955 21,483,917
2030 1.27 4,825,870 378,607 100.08)4 859,357 3,966,514 17,517,403
2031 1.27 4,825,870 378,607 100.00)4 700,696' 4,125,174 13,392,229
2032 1.27 4,B25,d70 378,607 100.00)4 535,689 4,290,181 9,102,048
2033 1.27 4,825,670 378,607 100.00)4 364,062 4,461,788 4,640,260
2034 1.27 4,825,870 378,607 100.00)4 185,610 4,640,260 (0)

TOTALS 347,628,986 15,046,933 151,628,966 196,000,000 39,142,441
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§ 44.33.600 A la sk a  S ta tu tes § 44.33.620

Article 9. P ow er D evelopm ent Revolving Loan Fund.
Section Section
600. Creation of fund 620. Loan terms
610. Powers and duties of department in 630. Definitions 

administering the fund

Sec. 44.33.600. C rea tion  o f fund, (a) There is established in the 
Department of Commerce and Economic Development the power 
development revolving loan fund to carry out the purpose of AS
44.33.600 —  44.33.630. The fund may be used for no other purpose.

(b) The fund consists of
(1) appropriations to the fund by the legislature;
(2) repayments of principal to the fund; and
(3) income from investment of money in the fund and from loans 

made from the fund. (§ 1 ch 169 SLA 1984)
Sec. 44.33.610. Pow ers an d  du ties of d ep a rtm en t in  adm in is­

te r in g  the fund, (a) The department may make a loan from the power 
development revolving loan fund to the Alaska Power Authority for the 
purpose of financing a power project acquired or constructed by the 
authority under the energy program for Alaska (AS 44.83.380 —
44.83.425). Repayment of a loan from the fund must be made with the 
proceeds from the sale of power from projects in the energy program for 
Alaska. Except as provided in AS 44.83.398(i), the payments required 
to be made by the authority on a loan from the fund constitute debt 
service for the purpose of calculating the wholesale power rate in AS 
44.83.398(b)(1).

(b) After completion of a final plan of finance and approval of a 
project under AS 44.83.185(c), a loan may be made from the fund for

(1) th f cost or a portion of the cost of final design, acquisition, and 
construction of a power project;

(2) defeasance or payment of bonds or notes of the authority issued 
for a power project;

(3) the establishment of a reserve fund for renewals and replace­
ments for the operation of a completed power project; and

(4) any other project related expenses including those described in 
AS 44.83.398(i). (§ 1 ch 169 SLA 1984)

Sec. 44.33.620. Loan term s, (a) A loan from the fund must be 
repaid in accordance with the terms th a t the department determines to 
be appropriate. In establishing the terms, including provision for a 
return to the state of an amount in excess of the principal amount of 
the loan, the department shall consider the revenue that the authority 
could reasonably derive from the sale of power from the projects based 
upon

(1) the market rate of interest for a loan of comparable size and 
duration a t the time the loan is made; and
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§ 44.33.630 S t a t e  G o v e r n m e n t § 44.35.020
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(2) the estimated costs of alternative sources of energy generation 
for utilities purchasing power from a project Financed with a loan from 
the fund.

(b) The department may agree with the authority to defer 
repayment of a loan. However, the loan must be repaid in full during 
the period of the loan agreement.

(c) A loan to the authority from the fund may not exceed 50 years. 
(§ 1 ch 169 SLA 1984)

Sec. 44.33.630. Definitions. In AS 44.33.600 —  44.33.630
(1) "authority” means the Alaska Power Authority;
(2) "department” means the Department of Commerce and Eco­

nomic Development;
(3) "fund” means the power development revolving loan fund;
(4) "power project” means a project acquired or constructed under 

the energy program for Alaska, AS 44.83.380 —  44.83.425. (§ 1 ch 169 
SLA 1984)

Chapter 35. Department o f Military and Veterans’
Affairs.

Section
10. Adjutant general 
20. Duties of department

Section
30. Construction of memorials to Alaska 

veterans

Sec. 44.35.010. A d ju tan t general. The principal executive officer 
of the Department of Military and Veterans’ Affairs is the adjutant 
general. (§ 15 ch 64 SLA 1959; am E.O. No. 58, § 20 (1984))

Effect o f am endm ents. —  The 1984 
amendment inserted "and Veterans’." 

Co llateral re ferences. —  53 Am. Jur.
2d, Military, and Civil Defense, §§ 4, 30, 
33 37.

57 C.J.S., Militia, § 11.

Sec. 44.35.020. Duties o f departm ent. The Department of Mili­
tary and Veterans’ Affairs shall

(1) conduct the military affairs of the state as prescribed by the 
Military Code; and

(2) cooperate with the federal government in matters of mutual con­
cern pertaining to the welfare of Alaskan veterans, including estab­
lishing, extending, or strengthening services for veterans in Alaska. 
(§ 15 ch 64 SLA 1959; am E.O. No. 58, § 21 (1984))

Effect o f am endm ents. —  The 1984 
amendment rewrote and restructured this 
section, which formerly read "The Depart­
ment of Military Affairs shall conduct the 
military affairs of the sta te as prescribed

by the Military Code.”
Ed ito r’s notes. — For the Military 

Code of Alaska, see AS 26.05.
Collateral references. —  53 Am. Jur. 

2d, Military, and Civil Defense, § 1 et seq.
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" | . I  s  s s  i  .

A M E N D M E N T

O f f e r e d  in t h e  HOUSE: 

To:__________

Pa g e :

.HOUSE BILL No. 219 .

SENATE BILL No.
Line :

• *>'% V,V . ... 
• 1 ■■

Page 1, line 13
Delete "regional electric authorities"
Replace with "electric operating entities"

• : ’ . . t , r :*'* . r' '• . jfj-jv . . . V  • * ••

Page 2, line 22, 23
Delete "a regional electric authority"
Replace with "an electric operating entity"

Purpose o f amendment:

A  term of art "regional electric authority" was inadvertantly used; the effect of 
using this term would be to deregulate an existing electric authority. The amend­
ment would clarify the legislative intent and leave unchanged existing APUC regulation.

H 70



E. C. PHILLIPS & SON, INC. 
Box 8235  

KETCHIKAN, ALASKA 99901

March 28, 1985

Mayor Charles Freeman 

City of Ketchikan, Alaska

Dear Chuck,

I am writing this letter to inform you that we are strongly considering 

buying diesel generators due to the high cost of K.P.U. power. We have done 

considerable research and found that we can generate for less than 6H  per 
kilowatt hour.

We feel that since Swan Lake is being utilized less than 50%, we should 
not have to pay a demand charge since there is a surplus of power. I am 

enclosing a copy of a proposal on diesel power which clearly shows that by 
using their option 3 plan at per kilowatt hour, we could save close to 

$40,000 a year. This is based on $1.25 per gallon for fuel and we are only 
paying $.94 per gallon at the present time.

We also have another option which would be to ship all of our product 

South during the season and close the plant at the end of the season. We 

normally keep a crew employed in the Winter to pack the fish and fill our 
orders directly from Ketchikan.

We would like to keep the plant open all year round, utilizing K.P.U.'s 

power, but the continuing high cost may prohibit us from doing this.

Thank you

Jim D. Jones 

Chief Engineer

J D J :cw

Phone: (907) 225-3121



February 9, 1985

E.C. Phillips & Son 

P.O. Box 8235 
Ketchikan, Alaska 99901 

Attn: Jim Jones

Re: Diesel electric power conversion for your Ketchikan plant 

Jim,

For your electric power requirements, I am pleased to offer you the following 
quote.

Option #1

2 (two) each NTA 495 G 1 , 1800 R.P.M. 110 KW prime, (125 KW w/o fan)

diesel electric generators for the price of ..... $39,025.00

Which includes the following:

*  S k i d  m o u n t e d  w / p a d  t ype v i b r a t i o n  i s o l a t i o n

*  R a d i a t o r  c o o l e d

* Unit mounted manual sta.t control panel with complete instumentation 

and manual paralelling capability
* Unit mounted circuit breaker

* Stainless steel exaust flex and Nelson "critical level" exaust silencers
*  V e r n i e r  t h r o t t l e s

* Batteries, rack and cables
*  C u s t o m  R e g i s t r y

* F.O.B. your plant, Ketchikan, Alaska - delivered 

Alternates:

A. Wall mounted control panel for both u n i ts w/complete instrumentation 

for manual paralelling     .$9,528,00

B. Heat exchanger cooling (skid mounted) for both u n i t s .,,$1,267,00

C. Motor operated circuit breakers for both units .....,.,$1.425.00

Option #2

2 (two) each Cummins N 855 G, 1800 R.P.M,, 135 KW prime (140 KW w/o fan)

d ie s e l  e l e c t r i c  g e n e r a to r s  fo r  th e  p r i c e  o f  $47,335,00
Which in c lu d e s  th e  same equipm ent as in  o p tio n  #1,

A l te r n a te s :

A. Same a s  o p tio n  #1 a l t e r n a t e  A . . . , , , .....................................$9,528,00
B. " "  B........................... ’’.......... ,..,,$2 ,156 .00



O p t i o n  #3

2 ( t wo) e a c h  C u m m i n s  N T  855 G 3  1200 R . P . M . , 1 6 0  K W  p r i m e  (170 K W  w / o  fan)

d i e s e l  e l e c t r i c  g e n e r a t o r s  for the p r i c e  of  ..... , , , $ 5 7 , 2 0 0 . 0 0

A l t e r n a t e s :

A. S a m e  as o p t i o n  #1 a l t e r n a t e  A

B. " " B

C. " " C

S u m m a r i z a t i o n :

I n i t i a l  i n v e s t m e n t  c o s t  p e r  K W  ( i n c l u d e s  w a l l  m o u n t e d  p a n e l ,  h e a t  

e x c h a n g e r  c o o k i n g ,  an d  m o t o r  o p e r a t e d  b r e a k e r s ) ,

O p t i o n  #1 $ 2 3 2 . 9 3  

O p t i o n  #2  $ 2 2 3 , 8 7  ’

O p t i o n  #3  $ 2 1 8 . 0 6

$ 9 , 5 2 8 . 0 0

$ 1 , 6 2 5 , 0 0

$ 1 , 4 2 5 . 0 0

K W  c o s t  p e r  h o ur, b a s e d  o n  b o t h  u n i t s  (set u p  h e a t  e x c h a n g e r  c o o led, 

w / w a l l  p a n e l ,  & m o t o r  o p e r a t e d  b r e a k e r s ) ,  o p e r a t i n g  c o n t i n o u s l y  at 3 / 4  

r a t e d  l o a d  e a c h  f o r  5 y e a r s .  I n c l u d e  the f o l l o w i n g :

(1) T h e  i n v e s t m e n t  c o s t  a m o r t i z e d  o v e r  5 y e a r s

(2) F u e l  @ r a t e d  c o n s u m p t i o n  b a s e d  on $ 1 , 2 5  p e r  g a l l o n

(3) $ 3 . 0 0  p e r  h o u r  for lube oil, f i l t e r s ,  m a i n t e n e n c e  a nd 

1 m a j o r  o v e r h a u l  i n  the 5 y e a r  p e r i o d

O p t i o n  # 1 .    .....................

(1) p e r  K W / h r ...... $ 0 . 0 0 7 0 9 0 7

(2) " " .... 0 . 0 5 3 3 3 3 3

.Less tha n  8$ p e r  K W / h r .

(3) , 0 , 0 1 6 0 0 0 0  

$ 0 . 0 7 6 4 2 4 0

O p t i o n  # 2 ........ .................

(1) p e r  K W / h r .....$ 0 . 0 0 6 5 7 1 4

(2) " " ....  0 . 0 4 6 5 6 8 6

(3) " " ....  0 . 0 1 4 2 8 5 7

$ 0 . 0 6 8 4 7 6 1

O p t i o n  # 3.,........ .

(1) p e r  K W / h r .....$ 0 . 0 0 6 2 4 7 4

(2) " " .... 0 . 0 4 6 5 6 8 6

(3) " " .... 0 . 0 1 1 7 6 4 7

$ 0 . 0 6 4 5 8 0 7

L e s s  than 7$ p e r  K W /hr.

L e s s  than 6^c p e r  KW/hr.

As  y o u  c a n  s e e  the l a r g e r  the unit, the l o w e r  the c o s t ,  i f  y o u  c a n  u t i l i z e  

the powe r .  R e m e m b e r  w h i l e  on e  u n i t  is no t  b e i n g  u s e d  y o u r  K W / h r .  c o s t  w o u l d  

d t f t t C e / ^ r r v c i  c 6 y  TiU n r h .u fo v j  i i f  />> f i  * / e

I h o p e  tha t  t h i s  ha s  b e e n  s o m e  h e l p  to you .  T h e  p r i c e s  q u o t e d  a r e  f i r m  for 

60 d ays a n d  s u b j e c t  to c h a n g e  t h e r e a f t e r .  A v a i l a b i l i t y  on  t h ese u n i t s  is 

60 days. I l o o k  f o r w a r d  to d o i n g  b u s i n e s s  w i t h  you.



RETAIL RATES 

(cents per kwh)

Community g 200 kwh/month g 500 kwh/month g 700 kwh/month

Copper Valley

-Glenallen 23.5 20.1 18.8
-Valdez 21.3 16.0 14.7

Kodiak 19.0 18.1 17.5

Wrangell 19.1 16.3 15.7

Pete;sburg 13.9 11.7 11.2

Ketchikan 14.3 10.8 10.2

COMPONENTS OF THE RATES

Community
APA

O&M

(cents per kwh)

APA 

Debt Service
*

Other
Total 

(g 700 kwh/month)

Copper Valley 

-Glenallen 2.76 2.64 13.4 18.8
-Valdez 2.76 2.64 9.3 14.7

Kodiak 2.00 2.64 12.86 17.5

Wrangell 4.59 2.64 8.47 15.7

Petersburg 4.59 2.64 3.97 11.2

Ketchikan 2.91 2.64 4.65 10.2

"Other" includes distribution, administrative and general, reserve 

generation, and other generation (other hydro as well as diesel in the 
case of Ketchikan and Petersburg.)



3/4/85

M E M O R A N D U M

TO: Rep. John Sund, Chair,

House Special Committee on Loans

FROM: John Hartle, k k ^ j j f j

RE: Analysis of HB 219 (Hydro)

The purpose of this bill is to set out in law terms for the $196 million 

loan from the Department of Commerce and Economic Development to the 
Alaska Power Authority which was appropriated last year to take out the 

short term bonds issued to complete construction of the four dam pool 

hydroelectric projects. The Department currently has broad discretion to 

set the terms of loans from the Power Development Revolving Loan Fund, 

but agreement has not been reached with the four dam pool communities.

The bill is based on the power sales proposal from the communities and 

will lead to long term power sales agreements if enacted. It adds a new 

subsection to AS 44.33.620 (attached) - terms for Power Development 

Loans. This subsection specifically addresses loan terms only for the 

initial project (as described in AS 44.83.398(a), "initial project" is 
the four dam pool).

The bill does not constrain the Department of Commerce's flexibility now 

in law for setting terms for future projects (Bradley, Susitna, etc.).

In HB 219 we avoid interfering with the Department's discretion in 

setting the terms of loans for those projects.

Sectional Analysis:

Section 1: This section expands the definition of "qualified utility" to

include joint operating agencies. A  joint operating agency is an instru­

mentality of two public utilities owned and operated by municipalities. 

The primary purpose of this section is to allow Wrangel and Petersburg to 

jointly operate the Tyee Hydroelectric Project, without subjecting them 

to economic regulation by the APUC. There may be other communities in the 
state with the same needs.

Section 2: This section just adds the words "Except as provided in (d)

of this section." It also shows current law setting loan terms.

Section 3: The n ew subsection. (1) Sets the loan terras to provide for an

interest rate not to exceed four percent, fifty-year maximum term, 
forty-year amortization period.

(2) Sets the payment rate per kilowatt hour for the debt service 

component of electric rates. The rate is based on spreading the debt 

service payment over the total amount of electricity offered by the



pro ject fo r sa le .  This w i l l  produce a fixed debt service ra te  for the 
l i f e  of the loan, subject to the "ramping" provision in (3).

(3) Allows repayment to be adjusted during the f i r s t  five years to 
provide a "ramp up" iu  ra te s ,  avoiding a severe ra te  shock. In te re s t 
deferred during the f i r s t  five years i s  added to the p rinc ipa l balance 
and scheduled fo r f u l l  repayment in l a t e r  years.

(4) Provides th a t  any p rinc ipa l not paid under subsection (2) be 
paid off, with in te re s t ,  during the l a s t  ten years of the loan terras.
Section 4; Adds regional e le c t r i c  au tho r ity  to the d e f in i t io n  of 
"Qualified U t i l i ty "  fo r APUC c e r t i f i c a t io n .  (Same purpose as section I.)



§ 44.33.600 A l a s k a Sta tu te s § 44.33.620

Article 9. Pow er Development Revolving Loan Fund.
S ection  Section
600. Creation of fund 620. Loan terms
61A Powers and duties of departm ent in 630. Definitions 

adm inistering the fund

Sec. 44.33.600. Creation of fund, (a) There is established in the 
Department of Commerce and Economic Development the power 
development revolving loan fund to carry out the purpose ot AS
44.33.600 — 44.33.630. The fund may be used for no other purpose.

(b) The fund consists of
(1) appropriations to the fund by the legislature;
(2) repayments of principal to the fund; and
(3) income from investment of money in the fund and from loans 

made from the fund. (§ 1 ch 169 SLA 1984)
Sec. 44.33.610. Pow ers and duties of departm ent in adminis- 

tering the fund, (a) The department may make a loan from the power 
development revolving loan fund to the Alaska Power Authority for the 
purpose of financing a power project acquired or constructed by the 
authority under the energy program for Alaska (AS 44.83.380 —
44.83.425). Repayment of a loan from the fund must be made with the 
proceeds from the sale of power from projects in the energy program for 
Alaska. Except as provided in AS 44.83.398(i), the payments required 
to be made by the authority on a loan from the fund constitute debt 
service for the purpose of calculating the wholesale power rate in AS 
44.83.398(b)(1).

(b) After completion of a final plan of finance and approval of a 
project under AS 44.83.185(c), a loan may be made from the fund for

(1) the cost or a portion of the cost of final design, acquisition, and 
construction of a power project;

(2) defeasance or payment of bonds or notes of the authority issued 
for a power project;

(3) the establishment of a reserve fund for renewals and replace­
ments for the operation of a completed power project; and

(4) any other project related expenses including those described in 
AS 44.83.398(i). (§ 1 ch 169 SLA 1984)

Sec. 44.33.620. Loan terms, (a) A loan from the fund must be 
repaid in accordance with the terms that the department determines to 
be appropriate. In establishing the terms, including provision for a 
return to the state of an amount in excess of the principal amount of 
the loan, the department shall consider the revenue that the authority 
could reasonably derive from the sale of power from the projects based 
upon

(1) the market rate of interest for a loan of comparable size and 
duration at the time the loan is made; and
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(2) the estimated costs of alternative sources of energy generation 
for utilities purchasing power from a project financed with a loan from 
the fund.

(b) The department may agree with the authority to defer 
repayment of a loan. However, the loan must be repaid in full during 
the period of the loan agreement.

(c) A loan to the authority from the fund may not exceed 50 years. 
(§ 1 ch 169 SLA 1984)

Sec. 44.33.630. Definitions. In AS 44.33.600 — 44.33.630
(1) "authority” means the Alaska Power Authority;
(2) "department” means the Department of Commerce and Eco­

nomic Development;
(3) "fund” means the power development revolving loan fund;
(4) "power project” means a project acquired or constructed under 

the energy program for Alaska, AS 44.83.380 — 44.83.425. (§ 1 ch 169 
SLA 1984)

Chapter 35. Departm ent of Military and V eterans’
Affairs.

Section
10. Adjutant general 
20. Duties of departm ent

Section
30. Construction of memorials to Alaska 

veterans

Sec. 44.35.010. A djutant general. The principal executive officer 
of the Department of Military and Veterans’ Affairs is the adjutant 
general. (§ 15 ch 64 SLA 1959; am E.O. No. 58, § 20 (1984))

Effect of am endm ents . — The 1984 
amendment inserted "and Veterans’.” 

C ollateral references. — 53 Am. Jur.

2d, Military, and Civil Defense, 
33 37 

57 C.J.S., Militia, § 11.

4. 30,

Sec. 44.35.020. Duties of departm ent. The Department of Mili­
tary and Veterans’ Affairs shall

(1) conduct the military affairs of the state as prescribed by the 
Military Code; and

(2) cooperate with the federal government in matters of mutual con­
cern pertaining to the welfare of Alaskan veterans, including estab­
lishing, extending, or strengthening services for veterans in Alaska. 
(§ 15 ch 64 SLA 1959; am E.O. No. 58, § 21 (1984))

Effect o f am endm ents . — The 1984 
emendment rewrote and restructured this 
section, which formerly read "The Depart­
ment of Military A dairs shall conduct the 
military affairs of the state as prescribed

by the Military Code."
E d ito r 's  no tes. — For the Military 

Code of Alaska, see AS 26.05.
C ollateral references. — 53 Am. Jur. 

2d, Military, and Civil Defense, § 1 e t seq.
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Table 6. Hydroelectric Projects Operating in Alaska

REGION. SERVICE AREA PROJECT
INSTALLED 

CAPACITY (MW)
AVERAGE ANNUAL 
GENERATION (MWh)

DATE
CONSTRUCTED

South Central

Southeast

Anchorage Cooper Lake 15.0 42,000 1961
Anchorage Eklutna 30.0 147,875 1955
Kodiak ♦Terror Lake 20.0 139,700 1984
Valdez ♦Solomon Gulch 12.0 55,000 1982

Juneau Annex Creek 3.5 27,500 1915
Juneau Gold Creek 1.6 6,000 1904
Juneau Snettisham 46.7 . 211,000 1973
Juneau Upper Salmon 

Creek 2.8 14,000 1914
Ketchikan Beaver Falls 5.4 36,200 1947
Ketchikan Ketchikan Lakes 4.2 16,400 1957
Ketchikan Si 1 vis 2.2 11,000 1974
Ketchikan ♦Swan Lake 22.0 88,000 1984
Metlakatla Purple Lake 3.0 15,800 1956
Pelican Pelican Creek 0.5 2,500 1940
Petersburg Crystal Lake 1.6 11,000 1956
Petersburg/
Wrangell ♦Tyee Lake 20.0 133,000 1984
Sitka Blue Lake 8.0 39,800^ 1961
Sitka Green Lake 18.5 46,500^ 1982
Skagway Dewey Lakes 0.7 700 1909

* APA Projects.
♦♦ Firm energy rather than average annual generation.



Table 1
Electric Rates and Production Costs For Selected Utilities

1983

Utility
Production Cost 

(cents/kwh)
Retail Rate 
(cents/kwh)

Difference
(Rate-Cost)

Regulated
Alaska Electric (AEL&P) 3.5 5.9 2.4
Alaska Power (AP&T) 12.4 16.1 3.7
Alaska Villages (AVEC) 29.6 44.8 15.2

Anchorage (AML&P) 3.6 5.5 1.9
Aniak (APC) 28.3 33.9 5.6
Barrow (BU&EC) 2.7 9.0 6.3

Bethel (BUC) 15.7 18.1 2.4
Bottles (BL&P) 25.5 49.1 23.6

• Chugach Electric (CEA)* 3.0 6.5 3.5

Cold Bay (NP&E) 16.4 19.3 2.9
Copper Valley (CVEA) 8.3 13.3 5.0
Ft. Yukon (FYU) 24.5 34.3 9.8

Galena (M&DE) 30.2 38.1 7.9
Golden Valley (GVEA) 6.4 10.0 3.6
Haines (HL&P) 13.7 16.4 2.7

Kodiak (KdEA) 12.1 16.4 4.3
Kotzebue (KtEA) 18.0 23.4 5.4
McGrath (MGL&P) 24.5 32.0 7.5

Northway (NP&L) 18.9 26.5 7.6
Pelican (PUC) 8.3 10.6 2.3
Sandpoint (PUC) 15.5 17.3 1.8

Tanana (TPC) 24.6 31.8 7.2
Tlingit-Haida (THREA) 25.3 38.4 13.1
Yakutat (YPI) 13.3 18.1 4.8

Unregulated
Cordova (CEC) 14.6 20.4 5.8
Fairbanks (FMU) 6.6 7.5 .9
Glacier Highway (GHEA) 5.2 11.1 5.9

Ketchikan (KPU) 5.9 9.0 3.1
Metlakatla (MP&L) 5.6 8.2 2.6



Table 1 (continued)
Electric Rates and Production Costs For Selected Utilities

1983

Utility
Production Cost 

(cents/kwh)
Retail Rate 
(cents/kwh)

Difference
(Rate-Cost)

Naknek (NEA) 14.7 22.8 8.1
Nome (NTUB) 17.7 20.4 2.7
Petersburg (PMP&L) 10.4 13.3 2.9

Sitka (SED)t 8.0 6.8 -1.2
Wrangell (WML&P) 10.5 14.6 4.1

* Homer Electric Association, Matanuska Electric Association and the 
City of Seward are combined with Chugach Electric. Seward is an 
unregulated utility.

t According to John McCracken, Finance Director for the City and Borough 
of Sitka, the utility did show a paper loss of approximately $69,000 in 
1983; however, this does not account for the large negative difference 
between the retail rate and the production cost. This difference is 
the result of not counting substantial income from interest on cash 
reserves and on overlapping financing, while apportioning the interest 
expense of this financing to production costs.

Source: Alaska Power Authority, Advisory Committee Report on Statewide
Power Production Costs, December 15, 1984.

Table prepared by the House Research Agency, February 1985.
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P R O G R A M  E F F E C T S  O F  BILL

Section 1: Amends AS 42.05.711(b) to include regional electric authorities
established as an instrumentality of two or more public utilities owned and 
Operated Uy a political aubdiuijiuii of the JtQto a n d  oiiompt* thw ragisna! 
electric authorities from provisions of Title 42 other than sections 42. 05. 221 - 
42.05.281 which pertains to the need for Certificates of Convenience and 
Necessity.

Section 2: Amends AS 44. 33.620(a) to include the language (a) Except
as provided in (d) of this section, a [A] loan from the fund must be repaid 
in accordance with the terms that the department determines to be approp­
riate. . .

Section 3: Amends AS 44.33.620 by adding a new subsection (d) which
describes the terms of the loan as follows:

0 interest rate not to exceed four percent 
0 a term not to exceed 50 years; and 
0 a 40 year amortization period.

The Bill establishes the manner in which the amount of principal that 
interest is paid on is determined, and a ramp on debt service is included 
which is lower initially and increases gradually over the first five years 
of the loan then remains fixed at the same rate over the next 35 years.

Principal deferred on estimated unused capacity is repaid with interest in 
equal installments during the last 10 years of the loan.

The definition of "qualified utility" is amended to include a regional electric 
authority established as an instrumentality of two or more electric utilities.

H B  219
3/8/85



ANALYSIS

HB 219 fiscal impact is based on the repayment schedule of debt service 
computed in accordance with the terms and conditions in the bill for re­
payment of the Department of Commerce/Alaska Power Authority loan 
authorized by AS 44.33,600. The approach utilizes a comparison of lost 
opportunity cost to the State assuming a yleid of 7.5% which Is based on 
the investment goal of the State Permanent Fund. The Permanent Fund 
Investment goal is to earn three percent above the general rate of inflation 
which is currently running at approximately 4.5% resulting In a 7.5% overall 
rate c* return. It should be recognized, however, that the Permanent 
Fund portfolio is currently earning considerably in excess of their 
investment yoal.

Total payments for principal and interest by the Four Dam Pool Communities 
over the life of the Department of Commerce loan per terms and conditions 
of H B  219 is approximately $348,000,000 and equates to a negative 1.3% rate 
of return on the approximate $488,000,000 construction cost of the Four 
Dam Pool Projects.

Had the $488,000,000 been invested by the State at the rate of 7.5%, 
discussed above, over the life of the loan as provided for in H B  219, the 
principal and Interest would be approximately $16, 900,000,000.

The lost opportunity cost to the State of Alaska by using the $488,000,000 
to construct the Four Dams, considering the implications of HB 219, Is 
approximately $16.5 billion.

Estimated earnings at 7,5% 
Principal and Interest 
repayment under H B  219 
Lost opportunity cost 
to the State $16,552,000,000

$16,900,000,000

348,000,000
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ALASKA POWER AUTHORITY 
FOUR DAM POOL 

OBJECTIVES IN NEGOTIATIONS

1) Form the foundation for a statewide energy program 
for Alaska;

2) Establish debt service so that rate shock is not
experienced by the communities;

3) Establish entry rates for the communities at no
higher than their avoided cost; and

4) Establish long-term rates which benefit the communities
as well as provide a return to the state.



LETTER OF UNDERSTANDING

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

1. The written and oral understandings of the parties 
heretofore reached shall be placed in writing in 
agreed final form, and remaining comments of the parties 
will be mutually and expeditiously resolved and also 
incorporated in the agreement.

2. A rate stabilization fund shall be established as 
proposed in the communities' 17 point proposal
funded in part by a State appropriation of $49,000,000.

3. The system increment proposal of the communities

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

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

We will recommend to our respective boards and councils that the agree­
ments be adopted and that we be authorized to execute them and to assist 
in the steps necessary to complete the financing.

shall also be ili'brporated in such agreement.

DATED , 1984

COPPER VALLEY ELECTRIC ASSOCIATION

KODIAK ELECTRIC ASSOCIATION CITY OF PETERSBURG

By By



SENATE FINANCE COMMITTEE 
MAY 26, 1984 
9:2® A.M.

CALL TO ORDER
CO-CHAIRMAN DOM DENNETT CONVENED THE MEETING AT APPROXIMATELY 9:20 
A.M.

PRESENT MEMBERS PRESENT: SENATORS BENNETT, FERGUSON, MULCAHY, SACKETT, AND
V. FISCHER. SENATORS JOSEPHSON AND FAIKS CAME IN LATER.
OTHERS PRESENT: MIKE GREANY, DIRECTOR, LEGISLATIVE FINANCE; P.S.'
DHILLON, REVENUE ANALYST, LEGISLATIVE FINANCE; MILT BARKER, DEPUTY * 
COMMISSIONER, DEPARTMENT OF REVENUE; COMMISSIONER HEATH, DEPARTMENT 
OF REVENUE; COMMISSIONER LYON, DEPARTMENT OF COMMERCE AND ECONOMIC

 ..... DEVELOPMENT; REPRESENTATIVE HURLBERT; SENATOR KERTTULA; RICH
UNDERKOFLER, CITY MANAGER, CITY OF PETERSBURG; DON KOENIGS, MAYOR, 
CITY OF PETERSBURG; KURT DZINICH, SENIOR ADVISOR, SENATOR ADVISORY - 

. COUNCIL; SUSAN WHITE, EXECUTIVE ASSISTANT, ALASKA POWER AUTHORITY; 
MARTHA FOX, ASSISTANT ATTORNEY GENERAL, DEPARTMENT OF LAW; TERRY 
ELDER, DEPUTY COMMISSIONER, DEPARTMENT OF COMMERCE AND ECONOMIC 

... DEVELOPMENT; AMD STAFF FROM STATE OFFICES AND LEGISLATIVE OFFICES. ~
•SUMMARY INFO

CSHB 684(FIN) AM AN ACT MAKING SPECIAL APPROPRIATIONS TO THE
...... .....:— ALASKA POWER AUTHORITY; AND PROVIDING FOR AN EFFECTIVE DATE.

DISCUSSION AND HELD IN COMMITTEE.

SENATOR FERGUSON WALKED THE COMMITTEE THROUGH THE PROPOSED SCS FOR CS 
FOR HB 634(FINANCE). HE THEN ASKED MR. LARRY CRAWFORD AND BILL BATT I 
TO COME FORWARD AND DISCUSS THE PROPOSAL WITH THE COMMITTEE.
LARRY CRAWFORD
MR. LARRY CRAWFORD, EXECUTIVE DIRECTOR OF THE ALASKA POWER AUTHORITY 
CAME FORWARD TO TESTIFY AND INTRODUCED MR. BILL BATT, DIRECTOR OF 
FINANCE. SENATOR MULCAHY ASKED WHAT THE INTENT WAS OF THE ALASKA- 
POWER AUTHORITY WITH REGARD TO SECTION 1, THE $210,000,000 AND THE 
POWER CONTRACTS. MR. CRAWFORD SAID THE INTENT OF THE POWER AUTHORITY 
WAS TO USE THE RENEGOTIATED AGREEMENTS AS THE BASIS FOR THE LOAN AND 
THE COMMUNITIES WOULD HAVE RATES BASED ON THOSE RENEGOTIATED 
AGREEMENTS. HE SAID THE ONLY TIME THEY WOULD ENFORCE THE EXISTING 
AGREEMENT WOULD BE WHERE THEY DID NOT HAVE A NEW RENEGOTIATED 
AGREEMENT. ---

SENATOR MULCAHY ASKED ABOUT CLARIFICATION ON SECTION 1. HE FELT THE 
APPROACH BEING TAKEN WOULD DO AWAY WITH THE RATE STABILIZATION 
APPROPRIATION THAT HAD BEEN LOOKED AT BEFORE WHEN GOING OUT TO THE 
BOND MARKET. I-IE SAID IT WAS l-IIS UNDERSTANDING THAT THE RATE 
STABILIZATION APPROPRIATION WOULD NOT BE NEEDED BECAUSE OF THE USE OF 
GENERAL FUNDS AND BECAUSE THE LANGUAGE IN THE AUTHORIZING BILL IS 
SUCH THAT THE INTEREST RATE CAN BE 'BACKED IN.'
MR. CRAWFORD SAID THIS WAS CORRECT, THAT THEY ARE LOOKING AT WHAT THE 
DEBT SERVICE PAYMENTS WOULD HAVE BEEN UNDER THE RENEGOTIATED 
AGREEMENT AND THEM THEY WILL BE RETURNING THE HONEY TO THE STATE IN 
ACCORDANCE WITH THOSE DEBT SERVICE PAYMENTS. THE INTEREST RATE IS

THE DERIVED NUMBER AND LOOKS TO BE ABOUT AN SjfviELD TO THE STATE ON 
THE $210,000,000 OVER THE LIFE OF THE LOAN. HE SAID THE PAYMENTS IN 
THE EARLY YEARS WILL BE LESS THAN IN THE LATER YEARS AND THEY CAN DO 
AWAY WITH THE RATE STABILIZATION FUND.

SCS FOR CSHB 539(FINANCE) -----  ----
SENATOR FERGUSON WALKED THE COMMITTEE THROUGH THIS LEGISI ATION 
SECTIONS 1 THROUGH 3, CREATE THE POWER DEVELOPMENT REVOLVING FUND FOR 
THE PURPOSE OF IMPLEMENTING THE $210,000,000 LOAN FOR THE FOUR-DAM 
POOL PAY OUT. SECTION 4 ALLOWS THE CREATION FOR THE FOUR-O
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T h e  f o l l o w i n g  e x c h a n g e  i l l u s t r a t e s  the p oint m a d e  e a r l i e r  that

Congress' p r i m a r y  c o n c e r n  was o n l y  that the o v e rall revenue d e r ived

frcra r a tes be s u f f i c i e n t  to r epay the F e d e r a l  i n v e s t m e n t  in the

power project*-

■Mr. K I N G .  T h e r e  m a y  be some p r o v i s i o n  in the bill, 
bu t  I h a v e  failed to d i s c o v e r  a n y — and I m a y  say that 
I h a v e  had-the' bill w h i c h  passed the Ho u s e ,  instead 
of t h e  S e n a t e  c o m m i t t e e  bi l l — w h i c h  w i l l  p r o v i d e  for 
r e i m b u r s e m e n t  to the .Government of the U n i t e d  S t a t e s  
o f  the e n o r m o u s  3uns w h i c h  are to be a p p r o p r i a t e d  
under the p r o v i s i o n s  of the bill.- I ask the S e n a t o r  
w h e t h e r  or not it is c o n t e m p l a t e d  that the G o v e r n m e n t  
is to be reimb u r s e d ,  a n d  what p r o v i s i o n s  are found in 
the bill to e f f e c t u a t e  that pur p o s e ?  •

"Mr. M  cHARY. Mr. P r e s ident, that is a very n a t u r a l  
q u e s t i o n .  On pa g e  12 the bi. .1 .provides:

'Rate s c h e dules s h a l l  be d r a w n  having regard to 
the r e c o v e r y  (upon the b a sis of the a p p l i c a t i o n  
of such rate sched u l e s  to the c a p a c i t y  of the 
e l e c t r i c  fac i l i t i e s  at B o n n e v i l l e  project) of 
the cost of p r o d u c i n g  and t r a n s m i t t i n g  such 
e l e c t r i c  energy, i n c l u d i n g  the a m o r t i s a t i o n  of 
the c a p ital i n v estment over a r e a s o n a b l e  period 
of years

"Mr. ELLZNDSR., W h i l e  the S e n a t o r  is c o n s i d e r i n g  
s e c t i o n  7 of this bill w i l l  he e x p l a i n  the meanii.g of 
the l a n g u a g e  w h i c h  a p p e a r s  in p a r e n t h e s i s  on  lines 13 
and 19, p a g e  127

■Beginning at line 13, I find this l a nguage in 
parenthesis:

’U p o n  the basis of the a p p l i c a t i o n  of such rate 
s c h e d u l e s  to the c a p a c i t y  of the e lectric 
f a c i l i t i e s  of 3 o n n e v i l l e  project.'

• • * '
"Mr. STEIWi’R. Mr. P r e s i d e n t ,  there is some l a nguage 

* included in the p a r e n t h e s i s  on page 1 2 , line 18, to 
w h i c h  the S e n a t o r  from L o u i s i a n a  d i r e c t s  attention, 

and with the permiss' jn of my c o l l e a g u e  I will 
u n d e r t a k e  to answer zhe q u e s t i o n  by sa y i n g  that in 
figuring the a m o r t i z a t i o n  of the capi t a l  investment 
it is necessary, of c o u rse, to have a formula of 
revenue. T h a t  f o r m u l a  co n s i s t s  of the rate 
m u l t i p l i e d  by the amount of en e r g y  w h i c h  p r e s u m a b l y  
will be o f f e r e d  for sale.

0 1 6 3 9 0
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■Mr ELL2NDER. Will that take into consideration the 
cost of the entire project?

■Mr. STEIWER. U lt imately it will. T h e  parenthesis 
is merely to state the formula. It uses the word3 
•upon the basis of the application of such rate 
schedules to the capacity of the electric facilities 
of Bonneville project.'

"Mr. ELLENDER. Suppose the capacity of the plant is 
not used; how will the rate then be fixed so as to 
amortize the entire cost of the project in a given 
period?

"Mr. STEIWER. The'rat e will be figured on the 
capacity. It n e c e s s a r i l y  must be so, or we never 
could initiate the use of that power. The rate will 
be figured on the capacity; but, of course, the 

j amortization will proceed more slowly, for the
project is only partly completed, and only part of 
the energy is being sold.

•Mr. ELLENDER. Suppose the time for a m o r t i z a t i o n  is 
fixed. How would that language then be applicable?
A m  I to understand that the rate is fixed*on a basis 
of the full capacity of the entire plant?

"Mr. STEIWER. T h a t  is correct.

"Mr. ELLENDER. Suppose the entire p roduction is not 
sold and the time for amortization has been fixed.
Would not the number of year3 in which the cost of • 
the plant is to be repaid be changed, or w o u l d  it not 
be necessary to increase the rates?

"Mr. ST27WER. It would have the practical effect of. 
doing what the Senator first suggested, because the 
rate, being a fixed amount, if less capacity than 
anticipated should develop, of course, it would fend 
to postpone the time-of complete repayment to the • 
Treasury.

"Mr. ELLENDER, Does the Senator from Oregon 
understand from the language in section 7 that the 
Government will eventually get back operating 
expenses and also the entire amount of money spent 
for erecting the plant? •

"Mr. STEIWER. Tes, the Government would get the 
entire amount, less the charge-off for navigation.
Our government never recovers money expended for the 
building of rivers and harbors. The amount charged 
off for navigation, therefore, will not be recovered; 
but the amount that is charged for the development of 
hydroelectric power will be recovered eventually.

PAGE 74 - MEMORANDUM OF POWER ADMINISTRATION COUNSEL



T h e  rate o£ recov e r y ,  of course, w i l l  be d e p e n d e n t  
up o n  the m a r k e t  and the amount of e n e r g y  sold,* 81 
C ong. Rec. 3524 (1937).

O n e  f i n a l  a r g u m e n t  c o n c l u s i v e l y  r e f u t e s  the C a l i f o r n i a  

utilities' c o n t e n t i o n  that B P A ' s  N 7 - 2  rate m u s t  be c o s t - b a s e d ,  and 

that is that one of the A c t ' s  p r i m a r y  o b j e c t i v e s  w o u l d  not have 

been a c h i e v e d  had the r a tes be e n  r e q u i r e d  to ha v e  be e n  c o s t - b a s e d .

The B o n n e v i l l e  P r o j e c t  A c t  e m p h a s i z e d  the o b j e c t i v e  "to 

e n c o u r a g e  the w i d e s t  p o s s i b l e  use of all e l e c t r i c  power . . . "  T h e  

w i d e s p r e a d  use p o l i c y  appears three times in s e c t i o n s  of the A c t  

a u t h o r i z i n g  b u i l d i n g  of t r a n s m i s s i o n  lines, r e q u i r i n g  p r e f e r e n c e  

for p u b l i c  and c o o p e r a t i v e  systems, a n d  as g u i d a n c e  for s e t ting 

w h o l e s a l e  rates (Sections 2, 4, and 6).

W i d e l y  d e b a t e d  d u r i n g  the d r a f t i n g  of the bill was w h e ther a 

p o s t a g e  s t a m p  or u n i f o r m  rate w o u l d  e n c o u r a g e  w i d e s p r e a d  use m o r e  

than a zone rate, w h i c h  is low e s t  at the dam and incre a s e s  with 

d i s t a n c e .

A  zone rate r e f l e c t s  the actual power and t r a n s m i s s i o n  costs 

a s s o c i a t e d  w i t h  a p a r t i c u l a r  user w h i l e  the u n i f o r m  rate does not.
I
| It was thought at the time that if zone rates were charged, these 

domestic and rural consumers farthest from the dam would not be 

| able to afford the actual cost of service, and thus the objective
t

of widespread use would not be attained.
■

j As e x p l a i n e d  by the follo w i n g  e x c h a n g e  in the H o u s e  H e a r i n g s  on 

! H.R. 7642, C o n g r e s s  was c o n c e r n e d  that r a t e s  not r e f l e c t  the actual

i

’ cost of p r o v i d i n g  service, for to do so w o u l d  p rice out those 

; farthest from the dan and allow big i n d u s t r y  to locate near the d a m  

i and buy up all the a v a i l a b l e  power:

I 0 1 6 3 9 2
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MUNICIPAUT OWNSD 
ELECTRIC WATER PHONE

KETCHIKAN PUBLIC UTILITIES
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N o v e m b e r  27, 1984

A N A L Y S I S  
F O U R  D A M  PO O L  P R O P O S A L

The F o u r  D a m  Po o l  p r o p o s a l  a d d r e s s e s ,  w i t h i n  e x i s t i n g  law, 
several p r o b l e m s  of the e n e r g y  P r o g r a m  as c u r r e n t l y  s t r u c t u r e d  
and a d m i n i s t e r e d .  I e m p h a s i z e  t h a t  t h e s e  p r o b l e m s  a r i s e  l a r g e l y  
out of the s t a t u t o r y  f r a m e w o r k  w i t h i n  w h i c h  t h e  A P A  o p e r a t e s .  
All p r i o r  c o n t r a c t  n e g o t i a t i o n s  w i t h  t h e  A P A  h a v e  a t t e m p t e d  to 
deal w i t h  t h e s e  s t a t u t o r y  s t r u c t u r e s .  I b e l i e v e  o u r  p r o p o s a l  
simply d o e s  so m o r e  e f f e c t i v e l y  th a n  p r i o r  p r o p o s a l s .  The 
p r o b l e m s  we e n c o u n t e r  are as follows:

U n c e r t a i n t y  U n d e r  the E n e r g y  P r o g r a m ,  w e  do n o t  k n o w  
t h e  c o s t  o f  p o w e r  b e f o r e  w e  buy. B e c a u s e  p o w e r  is 

y' . p r i c e d  a c c o r d i n g  to the a m o u n t  sold, a r e d u c t i o n  or
t e r m i n a t i o n  a n y w h e r e  in the s y s t e m  c o u l d  r a ise the 
p r i c e  of  p o w e r  a n d  force us to " t rue up" o u r  b i l l  a f t e r  
t h e  fact.

U n b e a r a b l e  R i s k s  U n l e s s  o t h e r w i s e  limited, the
P r o g r a m  m a k e s  e a c h  P u r c h a s e r  j o i n t l y  a n d  s e v e r a l l y  
r e s p o n s i b l e  for the e n t i r e  d e b t  of the APA. A  l o n g t e r m  
c o n t r a c t  o n  t h e s e  terms c o u l d  l o c k  a s m a l l  c o m m u n i t y  
i n t o  a f i f t y - y e a r ,  o p e n - e n d e d  o b l i g a t i o n  to p a y  o f f  
b i l l i o n s  of d o l l a r s  in debt.

G u a r a n t e e d  I n f l a t i o n  In o r d e r  t o  p a y  for p r o j e c t s  
t h a t  a r e  t o o  b i g  a n d  too e x p e n s i v e  for the c o m m u n i t i e s '  
c u r r e n t  needs, the A P A  has h a d  to b o r r o w  m o n e y  a n d  
a c c e p t  a r e p a y m e n t  s c h e d u l e  t h a t  i n c l u d e s  " n e g a t i v e  
a m o r t i z a t i o n "  a n d  p e r i o d i c  i n c r e a s e s  in d e b t  service. 
T h e s e  i n c r e a s e s  are p u r p o r t e d l y  b a s e d  o n  p r e d i c t e d  
i n c r e a s e s  i n  the c o s t  of d i e s e l  fuel. E v e n  if t h e s e  
p r e d i c t i o n s  w e r e  a c c u r a t e ,  w h i c h  w e  d i s p u t e ,  h o w  can we  
b e n e f i t  f r o m  h y d r o p o w e r  if we a i m  f o r  t h e  d i e s e l  p r i c e ?  
In fact, w h i l e  d i e s e l  p r i c e s  have b e e n  d r o p p i n g ,  the 
o n l y  c e r t a i n t y  a b o u t  the A P A ' s  p a y m e n t  o b l i g a t i o n  is 
t h a t  it w i l l  increase.

L U n e c u a l  B e n e f i t s  T h e  E n e r g y  P r o g r a m  has b e e n  b a s e d  
o n  t n e  idea t h a t  e a c h  c o m m u n i t y  w o u l d  p a y  a c c o r d i n g  to 
the c o s t  of A P A  f a c i l i t i e s  a v a i l a b l e  to s e r v e  it. T h i s  
f o r m u l a  i g n o r e s  o t h e r  v a r i a b l e s  su c h  as w h e t h e r  the 
f a c i l i t i e s  a r e  e n t i r e l y  n e c e s s a r y  t o  t h a t  c o m m u n i t y  a n d
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w h e t h e r  such c o s t s  w o u l d  r e s u l t  in l a r g e  d i s p a r i t i e s  
b e t w e e n  the r e t a i l  r a t e s  o f  t h a t  a n d  o t h e r  c o m m u n i t i e s .  
A n o m a l i e s  result. For exa m p l e ,  one c o m m u n i t y  c o u l d  e n d  
u p  p a y i n g  a " s y s t e m  i n c r e m e n t "  i n c r e a s e  in o r d e r  to 
s u b s i d i z e  a p r o j e c t  in a n o t h e r  c o m m u n i t y  t h a t  a l r e a d y  
e n j o y s  l o w e r  rates. L i k e w i s e ,  a c o m m u n i t y  c o u l d  f i n d  
i t s e l f  u l t i m a t e l y  w o r s e  o f f  by g a i n i n g  the " b e n e f i t s "  
o f  h y d r o p o w e r  a n d  t h e r e b y  l o s i n g  its p o w e r  c o s t  
a s s i s t a n c e  e n t i t l e m e n t .

O u t - o f - R e a c h  P r i c e s  No m a t t e r  h o w  t h e o r e t i c a l l y  
e l e g a n t ,  a p o w e r  c o s t  f o r m u l a  f a i l s  if r a t e p a y e r s  
c a n n o t  .'fford the power. In the b e s t  of c i r c u m s t a n c e s ,  
p r i c e s  u n d e r  the c u r r e n t  P r o g r a m  a r e  p r o j e c t e d  a t  o r  
j u s t  a b o v e  w h a t  the c o m m u n i t i e s  e s t i m a t e  t h e y  c a n  
a f f o r d  to  p a y  w i t h o u t  s u f f e r i n g  s e r i o u s  e c o n o m i c  
d i s l o c a t i o n .  If a s s u m p t i o n s  u n d e r l y i n g  t h e  p r o j e c t i o n s  
a r e  w r o n g  —  if l o ads do n o t  m a t e r i a l i z e ,  f o r  e x a m p l e  
—  t h e  r e s u l t s  c o u l d  b e  d i s a s t r o u s .

U n c o n t r o l l a b l e  C o s t s  F i n a l l y  the e x i s t i n g  P r o g r a m  
"gives the p u r c h a s e r s  of  p o w e r  l i t t l e  a b i l i t y  to l e a r n  
ab o u t ,  m u c h  less to c o n t r o l ,  t h e  d e b t  s e r v i c e  
o b l i g a t i o n s  and o p e r a t i o n s ,  m a i n t e n a n c e ,  a n d  
a d m i n i s t r a t i v e  o v e r h e a d  c o s t s  i n c u r r e d  by the APA. Y e t  
t h e s e  c o s t s  are p a s s e d  d i r e c t l y  t h r o u g h  to t h e  
p u r c h a s e r s .  S u c h  u n a n t i c i p a t e d  c o s t s  can add 
s u b s t a n t i a l l y  to the u n p r e d i c t a b i l i t y  d i s c u s s e d  above. 
S i n c e  u t i l i t i e s  c a n n o t  e a s i l y  r e c o v e r  p r e v i o u s l y  
i n c u r r e d  c o s t s  f r o m  t h e i r  r a t e p a y e r s ,  the r e s u l t  c o u l d  
b e  e x t r e m e l y  d i s r u p t i v e  to a u t i l i t y ' s  a b i l i t y  to plan. 
A s  I h a v e  e m p h a s i z e d  b e f ore, l o n g - t e r m  p l a n n i n g  is 
e s s e n t i a l  to the p r o p e r  m a n a g e m e n t  o f  an e l e c t r i c  
u t i l i t y .

The Fo u r  D a m  P o o l  p r o p o s a l  is a i m e d  a t  o v e r c o m i n g  the p r o b l e m s  
d e s c r i b e d  above, w i t h o u t  the n e e d  for s t a t u t o r y  change. The 
p r i n c i p l e s  b e h i n d  o u r  p r o p o s a l  are a p p l i c a b l e  to the E n e r g y  
P r o g r a m  s t a t e - w i d e ,  a l t h o u g h  p o s s i b l y  n o t  w i t h o u t  n e w  
l e g i s l a t i o n .  T h o s e  p r i n c i p l e s  are as fol l o w s :

C e r t a i n t y  T h e  c r e a t i o n  of a P o w e r  D e v e l o p m e n t  
R e v o l v i n g  Loan Fu n d  e n a b l e s  the A P A  to b o r r o w  m o n e y  
u p o n  v e r y  f l e x i b l e  t erms f r o m  the D e p a r t m e n t  of 
C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t .  W e  p r o p o s e  t e r m s  
t h a t  w o u l d  p e r m i t  the A P A  to c h a r g e  a fixed rate for 
power. P u r c h a s e r s  w o u l d  t h e r e b y  k n o w  the p r i c e  of 
p o w e r  b e f o r e  t h e y  buy. •

A c c e p t a b l e  R i sks Our p r o p o s a l  is t h a t  d e b t  s e r v i c e
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on the s t ate lo a n  be r e l a t e d  to p r o j e c t  usage, w i t h  
p o w e r  p r i c e d  as t h o u g h  p r o j e c t s  w e r e  f u l l y  u t i l i z e d .  
T h i s  w o u l d  p l a c e  the r i sks of o v e r - c a p a c i t y  a n d  
r e d u c t i o n  in sales upon, the State. S u c h  a r i s k  
a l l o c a t i o n  is a p p r o p r i a t e ,  s i n c e  e x c e s s  e l e c t r i c  
c a p a c i t y  is p a r t  of the i n f r a s t u c t u r e  u s e d  to p r o m o t e  
e c o n o m i c  d e v e l o p m e n t  t h r o u g h o u t  the State.

F l a t  R a tes E x c e p t  for a b r i e f  i n i t i a l  " r amp up" to 
e a s e  the ra t e  s h o c k  for some u t i l i t i e s ,  w e  p r o p o s e  t h a t  
d e b t  s e r v i c e  c o s t s  be flat t h r o u g h o u t  t h e  c o n t r a c t  
period. T h i s  w o u l d  a s s u r e  t h a t  t h e  b e n e f i t s  o f  
h y d r o p o w e r  a r e  p a s s e d  on to the c i t i z e n s  of  the State, 
a n d  t h a t  u t i l i t i e s  w o u l d  a c h i e v e  a m e a s u r e  o f  
p r e d i c t a b i l i t y  n e c e s s a r y  for l o n g - t e r m  p l a n n i n g .

E q u i t y  O u r  p r o p o s a l  e n t a i l s  e q u a l  d e b t  s e r v i c e  c o s t s  
for e a c h  m e m b e r  jf the F o u r  D a m  Pool. A p p l i e d  
s t a t e w i d e ,  th i s  p r i n c i p l e  m i g h t  m e a n  e q u a l i t y  p e r  
k i l o w a t t h o u r  for d e b t  service, w h o l e s a l e  p o w e r  costs, 
or  t o t a l  s y s t e m  r e v e n u e  r e q u i r e m e n t s .

A f f o r d a b i l i t y  The u l t i m a t e  w h o l e s a l e  p o w e r  r a t e  
'proposed by the F o u r  D a m  Pool w a s  d e r i v e d  f r o m  w h a t  the 
c o m m u n i t i e s  b e l i e v e  th e y  can a f f o r d .  In m o s t  cases, 
t h a t  a m o u n t  r e s u l t s  in r a t e s  to the c o n s u m e r  at o r  n e a r
w h a t  t h o s e  r a t e s  are today. W e  b e l i e v e  t h a t  n o
c o m m u n i t y  in the State s h o u l d  be f o r c e d  b e y o n d  its 
m e a n s  to p u r c h a s e  power.

C o s t  C o n t r o l  The role of the A P A  s h o u l d  be l i m i t e d  
to h e l p i n g  f i n a n c e  the E n e r g y  Pr o g r a m .  T h e  o n l y  w a y  
o p e r a t i o n s  a n d  m a i n t e n a n c e  c o s t s  c a n  be h e l d  in c h e c k  
is if t h e y  a r e  p l a c e d  w i t h i n  t h e  c o n t r o l  of  t h o s e  w h o  
m u s t  u l t i m a t e l y  pay them. A l l  A P A  b o r r o w i n g ,  
e x p e n d i t u r e s ,  and a d m i n i s t r a t i v e  o v e r h e a d  s h o u l d  b e
s u b j e c t  to s t r i c t  audit, and s h o u l d  b e  g o v e r n e d  a t
l e a s t  in p a r t  w i t h  the a c t i v e  p a r t i c i p a t i o n  o f  the 
p o w e r  p u r c h a s e r s .

V e r y  t r u l y  yo u r s ,

K E T C H I K A N  P U B L I C  U T I L I T I E S

U t i l i t i e s  M a n a g e r

F.DN:bll
030/4E



§ 42.05.681 Publ ic U t il it ie s and C arriers § 42.05.711

After corn­
er, the com- 
'■tion among 
the circum- 
the results, 
rsctors and 
the costs of 
onsultants. 
t  pants, The 
incurred by 
;sion shall 
'•ition to be 
v 1970)

'•n 'elating 
tee of S50 

6 ch 113

t *b) of this 
"• to public

’ords sub- 
tc are not 
volves an 
- cornmis- 
t  making 
record or 
nisrion in

hosure of 
3 chapter
• isions of 
objection 
.eld from
• interest 
'squired

(d) In this section, "record” means a report, file, book, account, 
paper, or aoplication, and the facts and information contained in it. 
(§ 6 ch 113 SLA 1970; am § 8 ch 110 SLA 1981)

Effect of am endm ents. — The 1981 
... amendment rewrote this section.

NOTES TO DECISIONS

N arrow  construction. — The privilege mation not be withheld if "required in the
reflected by this section should be interests of the public” will normally
construed narrowly so that it does not con- prevent a conflict with due process
flict with the constitutional requirements requirements. If a conflict nevertheless
of due process. City of Fairbanks v. Alaska occurs, due process must control. City of
Pub. Utils. Comm’n & Wire Communica- Fairbanks v. Alaska Pub. Utils. Comm ndt
tions. Inc..Sup. Ct. Op. No. 2079'F ile  No. Wire Communications. Inc.. Sup. Ct. Op.
3977), 611 P.2d 493 U980). No. 2079 (File No. 3977). 611 P.2d 493

Due process controls over section. — 11980).
The requirement of this section that infer-

Sec. 42.05.681. Validity of certain certificates. A certificate 
issued before July 29, 1968. to a public utility for the generation, 
transmission, or distribution of electric energy and power, or for the 
furnishing of telecommunications may not be considered as termi­
nated, or voided, for the soie reason that the utility did not or would not 
produce an annual gross income in excess of 525,000. (§ 6 ch 113 SLr 
1970)

Sec. 42.05.691. Utility classes. The commission may by regulation 
provide for the classification of public utilities based upon differences 
in annual revenue, assets, nature of ownership and other appropriate 
distinctions and as between these classifications, by regulation, pro­
vide for different reporting, accounting and other regulatory require­
ments. (§ 6 ch 113 SLA 1970)

Article 10. General Provisions.
Section Section
711. Exemptions 720. Definitions
712. Deregulation ballot 721. Short title

Sec. 42.05.701. (Renumbered as AS 42.05.720.]
Sec. 42.05.711. Exemptions, (a) The provisions of this chapter do 

not apply to a person who furnishes water, gas or petroleum or 
petroleum products by tank, wagon, or similar conveyance, unless the 
person is thereby supplying water, gas. petroleum or petroleum 
products to a public utility in which the person has an "affiliated inter-
_ _ _  »tesc.
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(b) Public utilities owned and operated by a political subdivision of 
the state and none of whose utilities is in competition with any other 
utility, are exempt from the provisions of this chapter, other than the 
provisions of AS 42.05.221 — 42.05.281, unless the owner and operator 
elects to be subject to all provisions of this chapter.

(c) The ownership in whole or part, of the corporate stock of a public 
utility does not make the owner a public utility.

(d) The commission, on a finding that no legitimate public interest 
will be served, may exempt a utility from all or any portion of this 
chapter.

(e) Notwithstanding any other provisions of this chapter, any elec­
tric or telephone utility that does not gross 350,000 annually is exempt 
from regulation under this chapter unless 25 percent of the subscribers 
petition the commission for regulation.

(f) Notwithstanding any other provisions of this chapter, an electric 
or telephone utility that does not gross 5325,000 annually may elect to 
be exempt from the provisions of this chapter other than AS 42.05.221 
— 42.05.281 under the procedure described in AS 42.05.712.

(g) A utility, other than a telephone or electric utility, that does not 
gross 3100.000 annually may elect to be exempt from the provisions of 
this chapter other than AS 42.05.221 — 42.05.2S1 under the procedure 
described in AS 42.05.712.

(h) A cooperative organized under AS 10.25 may elect to be exempt 
from the provisions of this chapter, other than AS 42.05.221 — 
42.05.281, under the procedure described in AS 42.05.712.

(i) A utility which furnishes collection and disposal service of gar­
bage, refuse, trash, or other waste material and has annual gross reve­
nues of 3200,000 or less is exempt from the provisions of this chapter, 
other than the certification provisions of AS 42.05.221 — 42.05.281. 
unless 25 percent of the subscribers or subscribers representing 25 
percent of the gross revenue of the utility petition the commission for 
regulation.

(j) The provisions of this chapter do not apply to sales, exchanges or 
gifts of energy to an electric utility certificated under this chapter 
when the energy which is the subject of the sale, exchange or gift is 
waste heat, electricity, or other energy which is surplus or the 
by-product of an industrial process. In an area in which no electric 
utility is certificated for service, energy provided by sale, exchange or 
gift may be provided to any utility which is certificated for service to 
that area. A contract for the sale, exchange or gift of energy exempt 
under this subsection does not make the supplier a public utility, and 
does not transfer the responsibility to provide utility services from a 
certificated utility to any other person.

(k) A utility which furnishes cable television service is exempt from 
the provisions of this chapter other than AS 42.05.221 — 42.05.231 
unless 25 percent of the subscribers petition the commission for regu­
lation.
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(1) A person, utility, or cooperative that is exempt from regulation 
under AS 42.05.711(a) or (d) — (k) is not subject to regulation by a 
municipality under AS 29.48.060 — 29.48.090. (§ 6 ch 113 SLA 1970; 
am § 3 ch 76 SLA 1973; am § 8 ch 83 SLA 1980; am §§ 7-9 ch 136 SL x 
1980; am § 89 ch 59 SLA 1982; am § 1 ch 30 SLA 1983)

C ross references. - -  For limitations on 
these exemptions, see AS 42.05.321(b) and 
AS 42.05.381(c).

Effect o f am endm ents. — The first 
1980 amendment added subsection (j).

The second 1980 amendment deleted 
"excepting the furnishing of collection and 
disposal service of garbage, refuse, trash 
or other waste material" following "none of 
whose utilities" near the beginning of sub­
section (b). deleted the former second sen­
tence in subsection (b), which read: 
"Notwithstanding any other provisions of 
this chapter, municipalities providing col­
lection and disposal service of garbage, 
refuse, trash or other waste material 
within their corporate boundaries are not 
subject to regulation by the Alaska Public 
Utilities Commission unless the munic­
ipality elects to be subject to the provisions 
of this chapter," substituted "S50.0Q0" for 
"S25.000" following "does not gross" near 
the middle of subsection ie). substituted

"under this chapter” for "hereunder" 
following "exempt from regulation" near 
the middle of subsection <e). and added 
subsections if) through (i).

The 1982 amendment, eilective May 28. 
1982, deleted "on June 30,1980” preceding 
"a utility.” and inserted "annual" 
preceding "gross revenue" in subsection 
(i).

The 1983 amendment added subsections 
(k) and il).

Opinions of a tto rney  generaL — An 
electrical utility owned and operated by a 
regional electrical authority would con­
tinue to qualify for the broad exemption 
from this chapter, available to political 
subdivisions under subsection lb) of this 
section once the regional electrical author­
ity had completed its proposed organiza­
tion as a nonprofit corporation pursuant to 
AS 10.20.005 et seq. June 7, 1976, Op. 
Att’y Gen.

NOTES TO DECISIONS

Municipally owned utilities in com­
petition with other utilities subjected 
to full gamut of regulation pertaining 
to other utilities, with exception

relating to bond covenants. — See 
Alaska Pub. Utils. Commn v. Munic­
ipality of Anchorage. Suo. Ct. Op. No. 1326 
(File No. 2940), 555 P.2d 262 (1976).

o

Sec. 42.05.712. Deregulation ballot, (a) A utility or cooperative 
which may elect to be exempt from the provisions of this chapter shall 
poll its subscribers or members in the manner described in this section.

(b) The votes ofia majority of those voting in an election in which at 
least 15 percp- of the eligible subscribers or members return ballots 
are required for a utility or cooperative to elect exemption under (a) of 
this section.

(c) Each subscriber or member of the utility or cooperative shall 
receive notice of an election under this section with the subscriber's or 
member’s regular bill for service at least 60 days before the date set for 
the election. The notice shall contain impartial language informing the 
subscribers or members that an election on the option of deregulation 
or regulation by the Alaska Public Utilities Commission will be held 
within 60 days and that a ballot to participate in that election will be 
mailed or delivered to each subscriber or member of the utility or 
cooperative with the regular bill for service. The notice shall also state
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FOUR-DAM POOL DEBT SERVICE 

ALASKA POWER AUTHORITY 

VERSUS 

PARTICIPANTS' PROPOSAL



Issue

Interest Rate 
Amortization Period 
Annual Debt Service

Ramp Features

Deferred Payments

Comparison of Major Issues 1 
Alaska Power Authority Proposal vs. 4-Dam Pool Proposal

Alaska Power Authority

- 8* Yield on Total Loan
- 35 Years
- Level Debt Service With Ramp Features.

Initially 2$/KWH below alternative 
cost (2.5t for CVEA) decreasing to 
0$ at the point where Project costs 
without ramp and alternative costs
cross.*

All payments deferred In Ramp features 
are repayed with Interest by the end 
of 35 years.

4-Dam Pool
I

- 5.82 (3.32 Yield on Total Loan) r
- 4 0  years1
- Level debt service with Purchasers to piay 

amount 1n proportion to energy usage; i 
Ramp features Included. 1

- Defer part of principal and Interest payments 
In years 1-5 and repay, with Interest, In 
years 6-40......

Principal amount deferred due to unused 
Project capability Is repaid, without 
Interest, In years 41-50. Principal 
and Interest deferred due to ramp features 
Is repayed, with Interest, In years 6-40.



C
E
N
T
S
/
k
T
V
b
L

FOUR-DAM POOL ANALYSIS 
PROJECT COSTS

ALASKA POWER AUTHORITY



ALASKA POWER AUTHORITY

A
H

y ,
w
u

no -

70

60

60

40

no

2 0  -I

10

• I

•  1

0

FOUR-DAM POOL ANALYSIS 
PARTICIPANT PRODUCTION COSTS 

WITH AND WITHOUT PROJECTS 
(cents/kWh)

/
/

/
S

Without Projects-
y
y

.  /

I ‘>85

r  v  r n  - f - i" r -y “i 

1900 I 995

^  — — With Projects (APA
  Proposal)

   With Projects (Four-Dam Pool Proposal-
5.851)

T “l’ 1“ ‘I V  -j— 1---|— r— T - - r  -

2000 2005 2010 20|

YlilA I?



ALASKA POWER AUTHORITY

7 0

0 0

10

80 •

80

FOUR-DAM POOL ANALYSIS 
PRODUCTION COSTS 

(cents/kW h)

/
/

/

/

V "

Statewide Average— /

Anchorage A r e a -y -r - - ' " s ' "  S

J/
^ ^ ^ ” “ *^----Four-Darn Pool (APA

Proposal)

.    *   Four-Dam Pool (Four-Dam Pool Proposal-
  "" 7   (! 5.85%)

() . . . .p ..j . . . . j . r - y — j j — j. j j j . . . . .  -j --j j •• ~ - j .. . . .T . j. • |. . p . j .  |.

1005 1990 1995 2000 3005 3010 3015

YEAH



(.

"N

( 1 ) ( 2 ) ( 3 ) W ( 5 ) ( 6 ) ( 7 ) ( 8 ) ( 9 ) ( 1 0 )

D P R  P R O P O S A L F O U R -D A M  P O a  P R O P O S A L  -  5 . 6 5 ) 1

D E B T O D E R T O T A L D E B T o r  i £ R T O T P L

S E R V I C E 0  1  M c o s t s N O N I I IA L 1 9 0 6 0 S E R V I C E 0  t  H C O S T S N 0 M 1H 0 L 1 9 8 6 0

v E A f l 1 ( 0 7 3 ) ( 1 0 0 0 1 i i e o o i K i m t C 7 l .U i ) f c / M M 1 ( 0 0 0 ) 1 ( 0 0 0 1 I C / W h l i c i m

1 9 8 6 7 7 1 3 5 0 8 7 8 5 1 3 7 . 4 7 . 4 4 0 7 9 5 6 8 7 0 5 1 3 6 . 1 £ . 1

1 3 8 7 1 0 6 8 8 5 3 5 * 8 8 6 5 6 . 3 7 . 8 4 8 3 5 5 3 5 4 6 8 6 5 £ . 4 6 . 0

1 3 8 8 1 8 8 1 0 5 7 0 8 9 * 5 9 9 . 0 6 . 9 5 6 5 3 5 7 0 8 9 4 5 9 £ . 7 5 . 9

1 9 8 3 1 3 8 8 8 6 0 7 2 1 0 1 8 6 9 . 4 7 . 8 6 5 7 1 6 0 7 f t 1 9 1 6 6 7 . 0 5 . 9

1 9 3 8 1 5 0 3 6 6 4 6 7 1 1 7 5 5 9 . 9 7 . 7 7 6 3 3 6 * 6 7 1 1 0 5 5 7 . 6 5 . 9

1 9 3 1 1 5 9 0 8 6 9 8 7 1 8 0 8 1 1 0 . 3 7 . 5 7 8 5 1 6 8 8 7 1 8 0 8 1 7 . 9 5 . 8

1 9 9 8 1 6 3 5 1 7 3 3 5 1 3 1 0 9 1 9 . 6 7 . 3 8 1 3 8 7 3 3 5 1 3 1 0 9 0 . 2 • 5 . 6

1 9 3 3 1 6 6 6 0 7 8 1 8 1 * 8 * 5 1 0 . 6 7 . 0 6 * 6 4 7 3 1 8 1 4 8 4 5 8 . 5 5 . 5

1 9 3 * 1 7 3 7 0 6 3 8 0 1 5 7 7 0 1 1 . 8 6 . 7 8 0 1 8 6 3 3 8 1 5 7 7 9 8 . 9 5 . 4

1 3 3 5 1 8 8 * 8 6 0 6 0 1 7 * 6 0 1 1 . 6 6 . 6 9 1 5 4 8 6 6 8 1 7 * 6 0 9 . 8 5 . 8

1 9 3 8 1 9 1 8 9 9 * 3 6 2 7 8 3 8 1 2 . 4 6 . 6 - 9 3 3 8 9 * 3 6 8 0 8 3 3 9 . 9 5 . 3

1 9 9 7 8 0 8 1 1 1 0 0 5 0 8 4 1 * 8 1 3 . 2 6 . 6 9 5 8 9 1 0 0 5 4 8 * 1 * 8 1 1 . 6 - •  5 . 3

1 9 3 8 2 I 3 I S 1 8 7 0 3 8 6 2 6 5 1 4 . 1 6 . 6 9 7 8 9 1 1 7 0 3 8 8 8 6 5 1 1 . 4 5 . 4

1 9 3 3 8 1 6 * 6 1 1 3 9 3 3 3 0 6 6 1 5 . 0 6 . 6 9 9 3 9 1 1 3 9 9 3 3 0 6 8 1 8 . 3 3 . 4

c m 8 1 7 7 * 1 2 1 * 0 3 8 4 6 5 1 5 . 9 6 . 6 1 0 1 5 9 1 2 1 * 0 3 8 4 6 5 1 3 . 3 i s "

8 7 3 1 8 1 0 8 2 1 8 3 2 3 4 * 7 0 7 1 6 . 9 6 . 6 1 0 3 8 9 1 8 9 8 9 4 * 7 9 7 1 4 . 4 5 . 6

8 0 8 8 2 1 9 8 2 1 3 7 6 9 5 1 7 6 3 1 8 . 0 6 . 6 1 0 3 3 4 1 3 7 6 9 5 1 7 6 3 1 5 . 6 5 . 7

i m 8 1 8 8 8 1 * 6 6 * 5 9 7 6 1 1 9 . 2 6 . 6 1 0 * 6 8 1 * 6 6 4 5 9 7 6 1 1 7 . 0 5 . 8

8 7 8 * 8 1 8 8 2 1 5 6 1 7 6 6 6 6 7 8 0 . 8 6 . 5 1 6 5 3 8 1 5 6 1 7 6 6 6 6 7 1 8 . 0 5 . 8

8 7 3 5 8 1 8 8 8 1 6 6 3 8 7 * * 0 * 2 1 . 8 £ . 4 1 0 6 0 5 1 6 6 3 8 7 4 4 0 4 1 9 . 1 5 . 8

8 7 7 8 8 1 8 8 2 1 7 7 1 3 8 8 9 9 5 2 8 . 3 6 . 3 1 0 6 6 8 1 7 7 1 3 6 8 9 9 5 8 0 . 3 5 . 8

8 7 3 7 8 1 8 9 8 1 8 6 6 5 9 8 5 6 * 8 3 . 6 £ . 3 1 0 7 6 1 1 6 6 6 5 9 8 5 6 4 e i . E 5 . 8

8 7 7 8 8 1 8 8 8 2 7 3 3 1 1 0 3 8 1 5 8 4 . 9 6 . 2 t e a * * 8 0 0 9 1 1 0 3 8 1 5 8 3 . 0 5 . 6

8 7 3 9 8 1 8 8 8 8 1 3 9 7 1 1 5 * * 0 8 6 . 4 6 . 8 1 0 9 3 1 8 1 3 9 7 1 1 5 * * 9 8 4 . 6 5 . 8

8 7 1 0 8 1 8 8 2 8 8 7 8 8 1 8 3 0 6 6 8 8 . 0 £ . 8 1 1 0 8 1 8 8 7 6 8 1 8 9 0 6 6 8 6 . 3 5 . 0

8 3 1 1 8 1 8 8 8 8 * 2 6 9 1 * * 8 4 5 2 9 . 8 £ . 2 1 1 1 1 5 2 * 8 6 9 1 * * 8 4 5 8 0 . 1 5 . 8

8 0 1 8 2 I B B 2 2 5 6 * 6 I 6 I 1 S I 3 1 . 7 £ . 2 1 1 8 1 3 8 5 6 * 6 I f i l l S I 3 1 . 1 5 . 9

8 7 1 3 8 1 B 0 2 8 7 5 8 6 1 7 9 9 7 8 3 3 . 6 £ . 8 1 1 3 1 5 8 7 5 8 6 1 7 9 9 7 8 3 8 . 8 5 . 9

8 0 1 * 8 1 8 8 2 8 3 3 1 6 8 0 3 3 3 9 3 6 . 0 £ . 8 1 1 * 2 8 2 9 3 1 6 8 0 0 9 3 9 3 4 , 5 5 . 9

8 0 1 5 8 1 8 8 2 3 1 8 8 1 8 2 * 8 7 8 3 8 . 4 £ . 8 1 1 5 3 3 3 1 8 8 1 8 8 * 8 7 2 3 7 . 9 6 . 0

8 0 1 6 8 1 6 8 2 3 3 8 5 0 8 3 6 8 5 9 3 9 . 5 £ . 0 1 1 6 4 9 3 3 8 5 0 2 3 8 6 5 0 3 8 . 1 5 . 0

8 0 1 7 8 1 8 8 2 3 5 * 1 2 8 5 * 3 7 5 4 0 . 6 5 . 8 1 1 7 6 9 3 5 * 1 8 8 5 * 3 7 5 3 9 . 3 5 . 6

8 0 1 6 2 1 8 8 8 3 7 7 1 3 2 7 0 3 0 9 4 1 . 0 5 . 6 1 1 6 9 5 3 7 7 1 3 8 7 0 9 3 9 4 1 . 5 5 . 4

8 8 1 9 8 1 8 8 8 * 0 1 6 5 8 8 8 5 1 8 4 3 . 9 5 . 4 1 2 0 8 6 * 0 1 6 5 8 8 3 5 1 6 4 1 . 6 5 . 8

8 0 8 3 0 4 8 7 7 6 3 0 7 8 7 8 4 1 . 6 4 . 9 1 8 1 6 3 4 8 7 7 6 3 0 7 2 7 8 4 3 . 1 5 . 1

8 8 8 1 0 * 5 5 5 6 3 8 7 8 4 5 4 3 . 9 4 . 7 1 8 3 0 5 4 5 5 5 6 3 2 7 2 * 5 4 4 . 4 4 . 9

8 0 8 8 0 * 6 5 1 7 3 * 6 5 1 6 4 4 . 4 4 . 6 1 2 4 5 4 4 0 5 1 7 3 * 0 5 1 6 4 3 . 6 4 . 7

8 0 8 3 0 5 1 6 7 1 3 7 1 1 6 3 * 5 . 9 4 . 5 1 8 6 0 9 5 I E 7 1 3 7 1 1 6 9 4 7 . 8 > 6

8 0 8 * 0 5 5 0 8 9 3 9 5 8 9 5 4 7 . 4 4 . 3 1 2 7 7 9 5 5 0 2 9 3 9 5 8 9 5 4 0 . 7
1  U

8 7 8 5 0 5 8 6 7 6 * 2 0 3 6 9 4 9 . 9 4 . 8 ■ 3 5 8 8 5 6 6 0 6 * 8 0 9 6 9 4 9 . 3 '  4 . 8

8 7 8 6 7 6 2 * 1 6 4 * 8 3 5 * 5 0 . 6 4 . 1 3 5 8 2 6 8 4 1 6 * * 6 3 5 4 5 6 . 9 4 . 1

8 7 8 7 0 6 6 * 7 3 * 7 7 4 9 7 5 8 . 8 4 . 9 3 5 8 2 6 6 4 7 3 4 7 7 * 9 7 5 8 . 6 4 . 0

8 0 8 8 0 7 0 7 9 3 5 0 9 5 3 * 5 4 . 8 3 . 6 3 5 8 2 7 0 7 9 3 5 0 S 5 3 * 5 4 . 3 3 . 9

8 0 8 3 e 7 5 3 3 5 5 * 1 5 8 9 5 5 . 7 3 . 7 3 5 8 8 7 5 3 9 5 5 * 1 5 0 9 5 6 . 1 3 . 7

8 0 3 0 e 8 0 2 3 6 5 7 6 7 3 8 5 7 . 6 3 . 6 3 5 8 8 8 0 2 9 6 5 7 6 7 9 8  '' 5 7 . 9 3 . 6

8 3 3 1 e 8 5 5 1 5 6 1 * 2 0 3 5 9 . 5 3 . 5 3 5 8 8 6 5 5 1 5 6 1 * 2 8 3 5 9 . 8 3 . 5

8 0 3 8 a 9 1 0 7 3 6 5 * 8 1 8 £ 1 . 4 3 . 4 3 5 8 2 9 1 0 7 3 6 5 4 8 1 8 £ 1 . 7 3 . 4

8 3 3 3 e 9 6 9 9 3 6 9 6 7 3 6 6 3 . 5 3 . 3 3 5 8 8 9 6 9 9 3 6 9 6 7 3 6 6 3 . 7 3 . 3

8 0 3 * a 1 9 3 8 3 8 7 4 8 6 8 3 6 5 . 6 3 . 8 3 5 8 2 1 0 3 8 9 8 7 * 8 0 2 3 6 5 . 8 3 . 8

I

( 1 1 ) ( 1 2 ) ( 1 3 ) ,  0 4 ) ( 1 5 ) ( 1 6 ) ( 1 7 ) ( 1 9 ( 1 9 ) ( 2 0 )

U / O  P R O J E C T
( . i

• • ■ ( • • P R O J E C T  C O S T S  O f L Y i m n

F O U R -D A M  P O O L  P R O P O S A L - 4 . 0 3 *

U / 0  E X S T P R D J P R O )

D S  1  O T I IR O T 1 E R T O T A L 1 9 0 6 4 O O E R A T I O N S A L E S D E B T  S E R V I C E 01H C O S I S

( c / k U h ) 1( 0 0 0 ) ( c / k H h l ( C / k l t ) ) I S H i ) ( C U i ) 1( 0 0 0 ) ( C / K W l l l 1( 0 0 0 ) i c / x u n

9 . 7 1 8 0 8 1 0 . 3 • 1 1 . 3 8 6 7 . 6 1 0 1 . 3 3 8 5 0 8.12 ' 5 0 8 7 4 . 9

1 0 . 7 1 8 * 9 1 1 . 3 10.6 8 9 0 , 9 1 9 1 . 4 4 3 0 S 8 . 2 3 5 3 5 * 5 . 0

u . e 1 7 7 0 11.6 1 0 . 4 3 0 9 . 9 1 9 9 . 8 4 7 5 1 8 . 3 9 5 7 0 8 5 . 3

1 8 . 0 1 7 5 8 12.6 1 0 . 4 3 1 9 . 6 8 0 8 . 0 5 8 1 8 8 . 5 3 6 0 7 8 5 . 5

1 8 . 8 1 7 5 4 1 3 . 3 1 0 . 4 3 8 9 . 1 8 1 3 . 0 5 7 1 4 2.68 6 * 6 7 3 . 7

1 3 . 9 1 7 5 6 1 4 . 4 1 9 . 3 3 3 7 . 7 8 1 9 . 1 5 8 7 7 8.66 6 8 8 7 5 . 6

1 4 . 8 1 7 6 6 1 5 . 3 1 9 . 3 3 4 7 . 4 8 2 6 . 9 £ 0 8 8 8.68 7 3 3 5 5 . 9

1 5 . 6 1 6 9 4 1 6 . 3 1 6 . 3 3 5 8 . 4 8 3 6 . 8 6 3 3 6 8.68 7 8 1 8 6.0
1 7 . 0 1 8 6 7 1 7 . 3 1 9 . 6 3 7 1 . 8 8 4 3 . 9 6 5 9 7 2.68 8 3 8 0 6.1
1 9 . 6 1 4 5 5 8 0 . 0 1 1 . 3 3 8 4 . 8 8 5 3 . 4 6 8 5 3 8.68 8 8 6 0 6.1
8 0 . 9 1 5 5 6 8 1 . 3 1 1 . 3 3 9 0 . 7 2 6 0 . 6 6 9 9 1 8.68 9 * 3 6 6 . 3

- 8 2 . 8 1 1 9 7 8 8 . 3 11.8 4 1 8 . 3 8 6 5 . 9 7 1 3 4 8.68 1 0 0 5 9 6 . 5

8 3 . 7 1 1 5 3 8 4 . 1 1 1 . 3 4 2 6 . 3 8 7 1 . 3 7 8 0 3 8.68 1 0 7 0 3 6.6
8 5 . 3 1 1 3 8 8 3 . 6 1 1 . 3 4 * 0 . 7 e ? 7 . 3 7 4 4 1 8.68 1 1 3 9 9 6.6
8 7 . 3 1 6 5 8 8 7 . 3 1 1 . 4 4 5 3 . 8 2 0 3 . 3 7 6 8 6 2.68 1 8 1 * 0 7 . 9

8 9 . 1 1 0 5 8 8 9 . 3 1 1 . 4 4 7 1 . 0 2 6 8 . 8 7 7 3 8 8.68 1 8 9 8 9 7 . 8

3 1 . 6 1 0 5 4 3 1 . 8 1 1 . 4 4 6 3 . 8 8 9 0 . 0 7 7 6 1 8.68 1 3 7 6 9 7 . 4

3 3 . 0 1 3 5 3 3 3 . 8 1 1 . 4 3 0 0 . 8 8 9 1 . 9 7 8 3 8 8.68 1* 6 6 * 7 . 7

.  3 5 . 1 1 0 5 3 3 3 . 3 1 1 . 4 3 1 6 . 8 8 9 3 . 9 7 8 8 5 8.68 1 5 6 1 7 6.0
!  3 7 . 4 1 0 5 3 3 7 . 6 1 1 . 4 .  3 3 8 . 1 2 9 5 . 9 7 9 3 9 8.68 1 6 6 3 8 0 . 3

3 9 . 0 1 0 5 3 4 0 . 1 1 1 . 4 3 * 8 . 6 8 9 8 . 1 7 9 9 7 8.68 1 7 7 1 3 6.6
4 8 . 4 1 0 5 3 4 2 . 6 1 1 . 4 3 6 3 . 3 3 0 0 . 3 8 0 5 6 S . E B 1 8 8 6 5 9 . 0

4 5 . 8 1 0 5 3 4 3 . 4 1 1 . 4 S T L * 3 8 8 . 6 8 1 1 8 8.68 8 0 3 9 1 9 . 3

4 0 . 1 1 0 5 3 4 8 . 3 1 1 . 3 w i l . l 3 0 5 . 0 8 1 6 3 8.68 8 1 3 9 7 9 . 7

5 1 . 8 1 1 5 3 3 1 . 4 1 1 . 3 6 1 9 . 6 3 0 7 . 3 6 8 5 1 8. 6 S 8 8 7 8 8 1 9 . 1

5 4 . 6 1 0 5 3 5 4 . 7 1 1 . 3 6 3 8 . 8 3 1 0 . 8  • 6 3 8 1 8.68 8 * 8 6 9 1 0 . 5

5 8 . 1 1 0 5 3 3 8 . 3 1 1 . 3 6 5 8 . 6 3 1 8 . 9 8 3 9 5 8.68 8 5 8 * 6 1 0 . 9

6 1 . 9 1 0 5 3 68.1 1 1 . 3 6 7 9 . 1 3 1 3 . 0 6 4 7 1 8.68 8 7 5 8 6 1 1 . 4

6 5 . 9 1 0 5 3 66.1 1 1 . 3 7 0 0 . 1 3 1 8 . 7 6 5 5 9 8.68 8 9 3 1 6 1 1 . 9

7 0 . 8 1 0 5 3 7 0 . 4 1 1 . 3 7 8 1 . 9 3 8 1 . 8 8 6 3 4 8.68 3 1 8 8 1 1 8 . 4

7 4 . 8 1 1 5 3 7 4 . 9 1 1 . 3 7 4 4 . 3 3 8 5 . 1 6 7 8 1 8.68 3 3 8 5 0 1 8 . 9

7 9 . 6 1 0 5 3 7 9 . 8 1 1 . 3 7 6 7 . 3 3 2 8 . 4 8 8 1 1 8.68 3 5 * 1 8 1 3 . 5

0 4 . 8 1 0 5 3 8 4 . 9 1 1 . 3 7 9 1 . 1 3 3 1 . 9 8 9 8 5 8.68 3 7 7 1 3 1 4 . 0

9 0 . 3 1 0 5 3 9 0 . 3 1 1 . 3 8 1 5 . 7 3 3 5 . 6 9 0 0 3 8.68 * 0 1 6 5 1 4 . 6

9 6 . 8 1 0 5 3 9 6 . 3 1 1 . 3 6 * 0 . 9 3 3 9 . 4 9 1 0 6 8.68 4 2 7 7 6 1 5 . 3

1 0 8 . 4 1 0 5 3 1 1 8 . 6 1 1 . 3 6 6 7 . 0 3 * 3 . 4 9 8 1 8 8.68 4 5 5 5 6 1 5 . 9

1 1 9 . 1 1 0 5 3 1 0 9 . 8 1 1 . 3 0 9 3 . 9 3 4 7 . 3  ‘ 9 3 2 3 8.68 4 8 5 1 7 1 6 . 6

1 1 6 . 8 1 0 5 3 1 1 6 . 3 1 1 . 3 9 8 1 . 6 3 5 1 . 0 9 4 3 9 ?.£8 5 1 6 7 1 1 7 . 4

1 8 3 . 8 1 0 5 3 1 2 3 . 9 1 1 . 3 9 5 0 . 8 i S 6 . 3 9 5 6 0 8.68 5 5 8 8 9 1 8 . 1

1 3 1 . 8 1 0 5 3 1 3 1 . 9 1 1 . 3 9 7 9 . 6 3 6 1 . 0 4 6 2 6 1 . 3 * 5 8 6 0 6 1 7 . 6

1 4 0 . 4 1 1 5 3 1 4 0 . 5 1 1 . 3 1010.0 3 6 5 . 9 4 8 2 6 1 . 3 8 6 2 4 1 6 1 8 . 4

1 4 9 . 5 1 1 5 3 1 4 9 . 6 1 1 . 3 1 0 * 1 . 3 3 7 1 . 0 4 8 8 6 1 . 3 0 6 6 * 7 3 1 9 . 8

1 5 9 . 8 1 0 5 3 1 5 9 . 3 1 1 . 3 1 0 7 3 . 6 3 7 6 . 3 * 6 2 6 1 . 2 0 7 8 7 9 3 8 0 . 1

1 6 9 . 6 1 0 5 3 1 6 9 . 6 1 1 . 3 1 1 0 6 . 9 3 7 6 . 6 *686 1 . 8 7 7 5 3 9 5 8 1 . 8

1 0 3 . 6 1 0 5 3 1 6 0 . 7 1 1 . 3 11* 1 . 8 3 7 6 . 6 *886 1 . 8 7 8 0 2 9 6 8 8 . 3

1 9 8 . 3 1 0 5 3 1 9 8 . 4 1 1 . 3 1 1 7 6 . 6 3 7 6 . 6 * 8 2 6 1 . 8 7 8 5 5 1 5 8 3 . 9

8 0 4 . 8 1 0 5 3 8 0 1 . 9 1 1 . 3 1 2 1 3 . 1 3 7 8 . 6 * 0 2 6 1 . 8 7 9 1 0 7 3 8 5 . 3

8 1 8 . 1 1 0 5 3 8 1 8 . 8 1 1 . 3 1 8 5 0 . 6 3 7 6 . 8 * 8 2 6 1 . 8 7 9 6 9 9 3 8 6 . 9

8 3 8 . 3 1 0 5 3 2 3 8 . 4 1 1 . 3 1 2 6 9 . 4 3 7 8 . 6 * 8 2 6 1 . 8 7 1 0 3 8 9 8 8 8 . 6



( 1)

( 2)

(3)

(4)

(5)

( 6)

(7)

(8 ) 

(9)

( 10)

( 11)

(12)

(13)
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(15)
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(17)

(18)
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Column

N O T E S

Debt sevice per Commerce Loan Agreement.

Estimated by APA and inflated at the assumed general inflation 
rate (6.5% per year).

Other power production costs of the Participants including diesel 
generation and transmission (estimated by R. W. Beck and Associates).

(Col.(l)+Col.(2)+Col.(3))/Col.(15)/10. Total production costs with 
the Projects.

Discounted at 6.5% per year.

Per January 23, 1985, memorandum from the Pour-Dam Pool to the APA 
Board of Directors - Tab D.

Same as Col.(2).

Same as Col.(3).

(Col.(6)+Col.(7)+Col.(8))/Col.(15)/10. Total production costs with 
the Projects.

Same as Col.(5).

Weighted average "avoided cost" of Participants and includes some 
fixed costs. Estimated by R. W. Beck and Associates.

Existing debt service of Participants. Estimated by R. W. Beck.

Col.(12)/Col.(15)/10 +  Col.(11). Total production costs without 
the Projects.

Same as Col.(5).

Total generation of Participants including the Projects and other 
generation. Estimated by R. W. Beck.

Generation of Projects utilized by the Participants. Estimated by 
the Participants.

Per proposal by the Participants utilizing 4.0% interest on loans. 

Col.(17)/Col.(16)/10.

Same as Col.(2).

(Col.(17)+Col.(19))/Col.(16)/10. Project costs only and CANNOT be 
compared with Cols. (4), (9), and (13).

No. Explanation



§ 44.83.380 A l a s k a StatutT ' § 44.83.382

(3) access for the line that would be ins,) ed with lo.rn proceeds;
(4) availability of other utility service in the area; ard
(5) the economic feasibility of the extension of electric service with 

the proceeds of the loan. (§ 1 ch 118 SLA. 19811

Article 9. Energy Program  for Alaska.
Section Section
380. Program established 400. Energy conservation
382. Power development fund established 410. Continuing appropriation for
384. Use of fund balance Susitna River hydroelectric project
386. Investment of fund [Repealed effective June 30, 19911
388. Allotment to projects 420. Continuing appropriation for Brad-
390. Reappropriation of fund balance ley Lake hydroelectric project
392. Lapse of excess appropriations (Repealed effective June 30. 1988]
396. Operation of power project 425. Definitions
398. Sale of power from power project

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

(b) The energy program for Alaska is a program by which the 
authority may acquire or construct power projects with money appro­
priated by 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 energy program for Alaska only if the project is submitted 
to and approved by the legislature in accordance with procedures set 
out in AS 44.83.177 — 44.83.187.

(c) The provisions of AS 36.10.010 — 36.10.125 apply to power 
projects constructed by the authority under AS 44.83.380 — 44.83.425. 
(S 1 ch 118 SLA 1981)

R cvisor’s notes. — Enacted as AS 
44.83.400. Renumbered in 1981. .

Sec. 44.83.382. Power development fund established, (a) A 
power development fund is established in the Alaska Power Authority 
to carry out the purposes of the energy program for Alaska (AS 
44.83.380 — 44.83.425).

(b) The fund includes
(1) money appropriated to it by the legislature; and
(2) (Repealed, § 27ch 89SLA 1983.](§ 1 ch 118 SLA 1981; am j 27 

ch 89 SLA 1983)

Revisor’s notes. — Enacted as AS amendment, repealed paragraph |2) of 
44.83.410, Renumbered in 1981. subsection ib).

Effect of am endm ents. — The 1983
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§ 44.83.384 State Government § 44.83.384

ished. (a) A 
ver Authority 
• Alaska (AS

981; am § 27 
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Sec. 44.83.384. Use of fund balance, (a) The fund may be used by 
the authority to provide money for

(1) reconnaissance and feasibility studies and power project finance 
plans prepared under AS 44.83.177 — 44.83.181;

(2) the cost of a power project, including but not limited to costs of 
acquiring necessary licenses, preparing engineering designs, obtaining 
land, and constructing the power project;

(3) the defeasance of bonds, or the payment of debt service on loans 
for or on an issue of bonds sold in connection with a power project;

(4) the cost of operating and maintaining power projects; and
(5) debt service on power projects.
(b) Money in the fund may be used under la) of this section only for 

a power project that
(1) is economically feasible; and
(2) provides the lowest reasonable power cost to utility customers in 

the market area for the estimated life of the power project, whether 
operated by itself or in conjunction with other power projects in the 
market area, and that operates or will operate on one or more of the 
following:

(A) renewable energy resources, including but not limited to 
hydroelectric power, wind, biomass, geothermal, tidal or solar energy, 
or a method that uses temperature differentials or other physical 
properties of the ocean;

(B) coal or peat;
(C) energy derived from waste heat; or
(D) fossil fuel, including oil or natural gas.
(c) Notwithstanding (b)(1) of this section and AS 44.83.396 — 

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 owned 
by the United States government if the requirements of this subsection 
are met. The provisions of AS 44.83.177 — 44.83.1S7 do not apply to a 
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 office of management and budget in the Office of the Gover­

nor 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 m eets the o th e r  req u irem en ts of th is  chaDter. 1 ch 
118 SLA 1981; am  § 12 ch 133 SLA 1982; am § 28 ch 63 SLA 1983; am  
§§ 14, 15 ch 89 SLA 1983)

i . 307



§ 44.83.386 A la s k a Sta tu tes § 44.83.390

R evisor’s no tes. — Enacted as AS The second 1983 amendment, rewrote 
44.83.420. Renumbered in 1981. paragraph (1) of subsection (b) and substi-

E ffect of am endm ents. — The 1982 tuted "AS 44.83.396 — 44.83.398" for "AS
amendment added subsection (c). 44.83.394 — 44.83.398” and "or was either

The first 1983 amendment, substituted constructed or owned" for "constructed and
"office of management and budget" for owned” in the first sentence of subsection
"division of budget and management" in (c).
paragraph (c)(2).

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 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 incurred, may be segregated by ihe 
Department of Revenue or transferred to the authority only with the 
prior approval or agreement of the commissioner of revenue. Interest 
received on money that is segregated or transferred under this section 
must be deposited in the general fund. (§ 1 ch 118 SLA 1981; am § 16 
ch 89 SLA 1983)

R evisor’s no tes. — Enacted as AS beginning "costs have been incurred” for
44.83.430. Renumbered in 1981. "a cost for a project is incurred" a t the end

E ffect o f am endm ents. — The 1983 of the second sentence and added the third
amendment, substituted the language and fourth sentences.

Sec. 44.83.388. Allotment to projects, (a) The authority shall 
maintain records of power project allocations from the fund for each 
power project

(1) approved in accordance with AS 44.83.185; and
(2) for which an allocation is made from an appropriation made by 

the legislature without specifying an appropriation to a project.
(b) Income earned from investment of money appropriated to the 

fund shall be deposited in the general fund and may be appropriated 
to the fund by the legislature. (§ 1 ch 118 SLA 1981)

R cvisor’s notes. — Enacted 33 AS 
44.83.440. Renumbered in 1981.

Sec. 44.83.390. R eappropriation of fund balance, (a) If a power 
project designated by the legislature by law is not constructed, the 
amount appropriated to it may be reappropriated to other power 
projects by the legislature.

(b) The legislature may reappropriate money under (a) of this sec­
tion only for a power project that is economically feasible under AS 
44.83.131(b) and only if the project will serve the market area that 
would have been served by the power project designated by the legisla­
ture and not constructed. (§ 1 ch 118 SLA 1981)
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R evisor’s no tes. — Enacted as AS 
44.83.450. Renumbered in 1981.

Sec. 44.83.392. Lapse of excess appropriations. If at the end of 
construction of a power project appropriations for the power project 
exceed the amount required for construction of it, the excess lapses into 
the general fund. (§ 1 ch 118 SLA 1981)

R evisor’s notes. — Enacted as AS 
44.83.460. Renumbered in 1981.

Sec. 44.83.394. Revenue requirements. [Repealed, § 27 ch 89 SLA 
1983.]

Sec. 44.83.396. Operation of power project, (a) A power project 
that is acquired or constructed as part of the energy program for Alaska 
is owned, and shall be administered, by the authority.

(b) When a power project has been acquired or constructed by the 
authority, the project may be operated for the authority under a 
contract or lease entered into by a qualified utility and the authority.

(c) The authority shall enter into a contract or lease under reason­
able 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 utility or is not capable of 
operating that power project efficiently and in a manner that is consis­
tent with national standards for the industry and with agreements 
with bondholders.

(d) The authority shall adopt regulations to determine the manner 
of selecting a qualified utility to operate a power project under a 
contract or lease when there is more than one wholesale power 
customer to be served directly by the power project.

(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 standards for the industry and 
agreements with bondholders. t§  1 ch 118 SLA 1981; am §§ 17 — 19 
ch 89 SLA 1983)

R evisor’s notes. — Enacted as AS 
44.83.480. Renumbered in 1981.

Effect of am endm ents. — The 1983 
amendment, deleted "by the state" 
following ”is owned" in subsection 'at, 
inserted "a qualified utility or is not" near 
the end of subsection ic). added the lan­

guage beginning "efficiently and in a 
manner that is consistent" to the end of 
subsection id . added "and" to the end of 
paragraph 11) of subsection tel. and added 
"and agreements with bondholders" to the 
end of paragraph i2) of subsection tel.
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Sec. 44.83.398. Sale of power from power project, (a) The 
authority shall sell power produced from power project- acquired or 
constructed under the energy program for Alaska. For purposes of this 
section, Lake Tyee, Swan Lake, Solomon Gulch, and Terror Lake 
hydroelectric facilities are considered to be one power project. This 
power project is referred to as the initial project

(b) The authority shall establish a wholesale power rate structure 
applicable to sales of power to the customers of a power project as 
follows:

(1) The authority shall establish and maintain a separate wholesale 
power rate applicable to each power project that it has acquired or 
constructed under the energy program for Alaska, other than a project 
described in (f) of this section. The wholesale power rate established by 
the authority for the initial project shall be a rate calculated under this 
paragraph except that the portion of the rate applicable to (A) and (C) 
of this paragraph shall be adjusted for the hydroelectric facilities in the 
initial project as set out in (3) of this subsection. The wholesale power 
rate shall be computed by the authority annually, or more frequently 
as may be necessary, and shall equal the rate that the authority esti­
mates is necessary to produce revenue that is sufficient to pay

(A) operation, maintenance, and equipment replacement costs of the 
power project;

(B) the power project’s proportionate share of the debt service on 
state loans and bonds for all power projects in the energy program for 
Alaska, determined in accordance with (g) of this section;

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

(2) [Repealed, § 7 ch 169 SLA 1984.]
(3) For the purposes of determining amounts to be allocated to each 

hydroelectric facility in the initial project under (1)( A) and (1)(C) of this 
subsection, the authority shall determine for each hydroelectric facility 
its individual operation, maintenance, equipment replacement, safety 
inspection, and investigation costs.

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

(d) [Repealed. S 8 ch 169 SLA 1984.]
(e) After determining the wholesale power rate for a power project 

under the provisions of this section, the authority may adjust the rate 
or change the rate provisions to insure that the revenue derived from 
that power project and the aggregate revenues of the authority will be 
adequate to comply with the rate covenants and other agreements 
contained in any crpst indenture or trust agreement entered ir.io by the 
authority for the seurity of the holders of bonds issued to finance power 
projects in the energy program for Alaska. The authority may agree 
with a purchaser of power to limit rate increases caused by debt service 
pavable bv the authority on subsequent projects.
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(f) The provisions of (b) of this section do not apply to an intertie that 
is authorized as a separate project under AS 44.83.380. The authority 
shall establish and maintain separate power rate schedules applicable 
to each intertie that it has acquired or constructed as a separate power 
project under the energy program for Alaska. The power rate schedules 
shall produce sufficient revenue from utilities connected by the intertie 
to pay (1) operation, maintenance, and equipment replacement costs of 
the intertie; (2) debt service of the intertie; and (3) safety inspections 
and investigations of the intertie by the authority. If the authority 
determines that an intertie has ceased to function as a separate project 
and has become a part of one or more other power projects and has 
become a part of one or more other power projects as a transmission 
line, the power rate schedules established under this subsection shall 
be terminated and a wholesale power rate applicable to the former 
intertie shall be calculated under (b) of this section for the project or 
projects of which it has become a part.

(g) For the purposes of (b)(1)(B) of this section, a power project’s 
proportionate share of debt service on state loans and bonds for all 
power projects in the energy program for Alaska is equal to the state’s 
investment in the power project divided by the state’s investment in all 
power projects in the energy program for Alaska and multiplied by the 
debt service on state loans and bonds for all power projects in the 
energy program for Alaska. In this subsection

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

(2) "state's investment in all power projects in the energy program 
for Alaska" includes all state money invested in the power projects, 
other than interties, in the energy program for Alaska, including loans, 
grants, and proceeds from bonds, less the principal repayments on 
bonds and state loans issued for the power projects.

(h) Notwithstanding (g) of this section, in the 1983 state fiscal year 
the proportionate share of debt service under (b) of this section, 
expressed as a rate, for a power project for which a construction 
contract has been awarded before June 25, 1982 may riot exceed the 
average debt sendee component of the 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 component 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 produc­
tion 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

§ 44.83.398 State Go vernm en t § 44.83.398
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in addition to the rate established under (b) of this section. The addi­
tional rate is the rate that the authority estimates is necessary to 
produce revenue that is sufficient to pay the difference between the 
total debt service 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 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;

(i) The authority may place in a separate interest bearing account 
money appropriated to the authority as a loan for the purpose of 
meeting the operating expenses of a facility in the initial project. The 
money may be used to replace amounts which were expected to be paid 
by a utility potentially served by a facility in the initial project, which 
has not entered into a power sales agreement with the authority. 
Repayment of the amount loaned must be made from revenues 
attributable to power sales from that facility, as limited by the terms 
of power sales agreements with power purchasers from that facility. A 
loan made in accordance with this subsection is not a state loan for 
purposes of calculating the wholesale power rate under (b)(1) of this 
section. (§ 1 ch 118 SLA 1981; am §§ 13 — 16 ch 133 SLA 1982; am 
§§ 20 — 23 ch 89 SLA 1983; am § 125 ch 6 SLA 1984; am §§ 2-8 ch 
169 SLA 1984)

Revisor's notes. — Enacted as AS 
44.83.490. Renumbered in 1981.

Effect o f am endm ents. — The 1982 
amendment, in subsection lb). substituted 
"a power project" for "the power project" in 
the introductory language, substituted 
"separate" for "single" and "each power 
project" for "all power projects" in the first 
sentence of paragraph (1), added "other 
than a project described in (0 of this sec­
tion" to the end of the first sentence of 
paragraph (1), inserted "or more 
frequently as may be necessary" in the 
introductory language of the second sen­
tence of paragraph 1 1), substituted "power 
project” for "power projects" in subpara­
graph lll(A) and (C), added "the power 
project's proportionate share of the" to the 
beginning of subparagraph tl)(B), substi­
tuted the language beginning "on state 
loans and bonds" for "of the power 
projects" in subparagraph (li(B). substi­
tuted "separate" for "single" and "each 
power project that is" for "all power 
projects that it has" in the first sentence of 
paragraph (2), inserted "or more 
freauently as may be necessary" in the 
introductory language of the second sen­

tence of paragraph (2), substituted "power 
project" for "power projects" in subpara­
graph i2)(A> and (2)(B)liii), and substi­
tuted the present provisions of 
subparagraph i2)(B)(ii) for the former pro­
visions. which read: "debt service of power 
projects by the authority; and." In subsec­
tion <c), the amendment substituted 
"under ia) of this section" for "under tb) of 
this section" and "money it has pledged to 
secure bonds in accordance with contracts 
with bondholders" for "the money it 
receives under (b)(1)(A) and (B) and 
ib)(2)(B)(i) and (ii), or the money it would 
have received under ibi(l)IA) and (B) and 
ibi(2l(B)iii and (ii j of this section if those 
items had been used in part to establish 
the wholesale power rate in effect at the 
time the money is received by the author­
ity." In subsection tei. the amendment sub­
stituted "a wholesale" for "the wholesale" 
and "ortf)" in the first sentence and added 
the second sentence. The amendment also 
added subsections if) — th).

The 1983 amendment, substituted "July 
L, 1991" for "July 1. 1986" near the 
beginning of paragraph (2) of subsection 
>bi. substituted "or otherwise covenanted
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to secure bonds" for "to secure bonds in 
accordance with contracts with 
bondholders" a t the end of subsection ic). 
rewrote subsection (el, and added the last 
sentence of subsection ih).

The first 1984 amendment made a tech­
nical change in the last sen t ance in subsec­
tion if).

The second 1984 amendment added sub­
section ii), repealed former paragraph t2) 
of subsection (b), relating to a separate 
wholesale power rate beginning July 1, 
1991, and repealed former subsection id), 
relating to industrial consumer rates. The 
1984 amendment also, in subsection (a). 
deleted former paragraphs (1) and (2) and 
the former last sentence in the

introductory paragraph, relating to a u til­
ity tha t purchases power produced by a 
power project of the authority, and. in the 
remaining language, added the last two 
sentences: in subsection lb), substituted 
"the customers" for "its customers a t the 
busbar" in the introductory language, 
inserted the second sentence in the 
introductory paragraph of paragraph (1), 
and added paragraph i3); in subsection (el, 
added the second sentence and substituted 
"energy program” for "Energy Program" 
in the first sentence: and changed the 
internal reference in the first sentence in 
the introductory paragraph of subsection 
Igl-

Sec. 44.83.400. Energy conservation. The authority shall ensure
(1) that communities that benefit from the energy program for 

Alaska implement cost-effective energy conservation measures for 
residences, commercial and public buildings, and industries; and

(2) that communities shall fulfill their responsibilities under (1) of 
this section by cooperating with state agencies concerned with 
development and conservation of energy, including but not limited to

(A) the Alaska Public Utilities Commission;
(B) the Department of Community and Regional Affairs; and
(C) the division of business loans, Department of Commerce and 

Economic Development. (§ 1 ch 118 SLA 1981; am § 5 ch 79 SLA 1983)

R evisor's no tes. — Enacted as AS 
44.83.500. Renumbered in 1981.

Effect of am endm ents . — The 1983 
amendment, substituted "Department of 
Community and Regional Affairs" for

"division of energy and power 
development. Department of Commerce 
and Economic Development" in paragraph 
(2KB).

Sec. 44.83.410. Continuing appropriation for Susitna River 
Hydroelectric project. [Repealed effective June 30,1991] The sum 
of SIOO.OOO.OOO is appropriated on July 1. 1984 and the sum of 
5200.000,000 is appropriated on July 1 of each subsequent fiscal year 
from the general fund to the authority for deposit in the power 
development fund (AS 44.83.382) for the purpose of equity investment 
in, and rate stabilisation fot, the Susitna River hydroelectric project. 
(§ 314 ch 171 SLA 1984; r § 317 ch 171 SLA 1984)

P ostponed repeal. — This section is 
repealed effective June 30. 1991.

E d ito r’s notes. — Section 316. ch. 171, 
SLA 1984, provides that the appropria­

tions made in 313—315 and 319 of ch. 
171, SLA 1964. which enacted this section, 
are not one-year appropriations and do not 
lapse under AS 37.25.010.

Sec. 44.83.420. Continuing appropriation for Bradley Lake 
hydroelectric project. [Repealed effective June 30,1988.] The sum
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of $50,000,000 is appropriated on July 1, of each fiscal year from the 
general fund to the authority for deposit in the power development 
fund (AS 44.83.382) for the purpose of equity investment in, and rate 
stabilization for, the Bradlev Lake hydroelectric project. (§ 314 ch 171 
SLA 1984; r § 318 ch 171 SLA 1984)

P ostponed repeal. — This section is 
repealed effective June 30. 1988.

E d ito r's  notes. — Section 316, ch. 171, 
SLA 19S4, provides that the appropria­

tions made in $§ 313—315 and 319 of ch. 
171, SLA 1984. which enacted this section, 
are not one-year appropriations and do not 
lapse under AS 37.25.010.

Sec. 44.83.425. Definitions. In AS 44.83.380 — 44.83.425,
(1) "bus bar" means the substation that serves as the delivery point 

from the generation and transmission system of the authority to the 
transmission and distribution system of the utility;

(2) "debt service" means the amounts covenanted with respect to, or 
pledged to pay, bonds under a trust agreement securing bonds;

(3) "fund” means the power development fund established by AS 
44.83.382;

(4) "industrial consumer" means a customer of a utility which 
customer has a peak power demand in excess of 500 kilowatts and uses 
the power principally for

(A) manufacturing;
(B) pipeline transportation;
(C) the recovery or processing of minerals;
(D) the processing of timber, agricultural, or seafood products or 

their by-products; or
(E) the operation of facilities owned by the federal government;
(5) "qualified utility” means an electric utility that is certified by the 

Alaska Public Utilities Commission to serve all or part of a market 
area that is served or will be served by the power project, and that the 
authority determines is capable of operating and maintaining the 
power project. (§ 1 ch 118 SLA 1981; am § 24 ch 89 SLA 19S2)

R evisor’s notes. — Enacted as AS 
44.83.510. Renumbered in 1981.

Effect of am endm ents. — The 1983

amendment, rewrote the definition of 
"debt service ’ in paragraph <2).

Chapter So. Alaska Municipal Bond Bank 
Authority.

Section
05. Legislative findings
10. Legislative policy
20. Municipal Bond Bank Authority
30. Membership and vacancies
40. Officers, quorum, and meetings
30. Bonding of members
60. Compensation and expenses

Section 
70. Staff
80. Powers of bond bank authority 
90. Limitations 
95. Regulations 

100. Annual report and audit 
110. Annual budget 
120. Care and custodv of bonds
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Article 9. Power Development Revolving Loan Fund.
Section Section
600. Creation of fund 620. Loan terms
6X0. Powers and duties of department in 630. Definitions

administering the fund

Sec. 44.33.600. Creation of fund, (a) There is established in the 
Department of Commerce and Economic Development the power 
development revolving loan fund to carry out the purpose of AS
44.33.600 — 44.33.630. The fund may be used for no other purpose.

(b) The fund consists of
(1) appropriations to the fund by the legislature;
(2) repayments of principal to the fund; and
(3) income from investment of money in the fund and from loans 

made from the fund. (§ 1 ch 169 SLA 1984)
Sec. 44.33.610. Powers and duties of departm ent in adminis* 

tering the fund, (a) The department may make a loan from the power 
development revolving loan fund to the Alaska Power Authority for the 
purpose of financing a power project acquired or constructed by the 
authority under the energy program for Alaska (AS 44.83.380 —
44.83.425). Repayment of a loan from the fund must be made with the 
proceeds from the sale of power from projects in the energy program for 
Alaska. Except as provided in AS 44.83.398(i), the payments required 
to be made by the authority on a loan from the fund constitute debt 
service for the purpose of calculating the wholesale power rate in AS 
44.83.398(b)(1).

(b) After completion of a final plan of finance and approval of a 
project under AS 44.83.185(c), a loan may be made from the fund for

(1) the cost or a portion of the cost of final design, acquisition, and 
construction of a power project;

(2) defeasance or payment of bonds or notes of the authority issued 
for a power project;

(3) the establishment of a reserve fund for renewals and replace­
ments for the operation of a completed power project; and

(4) any other project related expenses including those described in 
AS 44.83.398(i). (§ 1 ch 169 SLA 1984)

Sec. 44.33.620. Loan terms, (a) A loan from the fund must be 
repaid in accordance with the terms that the department determines to 
be appropriate. In establishing the terms, including provision for a 
return to the state of an amount in excess of the principal amount of 
the loan, the department shall consider the revenue that the authority 
could reasonably derive from the sale of power from the projects based 
upon

(1) the market rate of interest for a loan of comparable size and 
duration at the time the loan is made: and
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(2) the estimated costs of alternative sources of energy gHnkathroii 
for utilities purchasing power from a project financed with a i w a i r a n i  
the fund.

(b) The department may agree with the authority to- d its r  
repayment of a loan. However, the loan must be repaid in M- iuairag - - 
the period of the loan agreement.

(c) A loan to the authority from the fund may not exceed 57 years.
(§ 1 ch 169 SLA 1984)

Sec. 44.33.630. Definitions. In AS 44.33.600 — 44.33.653
(1) "authority” means the Alaska Power Authority;
(2) "department” means the Department of Commerce and- HTeis- 

nomic Development;
(3) "fund" means the power development revolving loan fed:;
(4) "power project” means a project acquired or constructs!1 auSer 

the energy program for Alaska, AS 44.83.380 — 44.83.425. (5 2 ch Lift?
SLA 1984)

Chapter 35. Department of Military and Veterans' 
Affairs.

Section Section
10. Adjutant general 30. Construction of memorials v t .4iaska
20. Duties of departm ent veterans ;

Sec. 44.35.010. A djutant general. The principal executhe ocxar 
of the Department of Military and Veterans' Affairs is the .rdpiiam 
general. (§ 15 ch 64 SLA 1959; am E.O. jNo. 58, § 20 (1984))

Effect o f am endm ents. — The 1984 2d, Military, and Civil Defense, 51 4u
amendment inserted "and Veterans'." 33. 37.

C ollateral references. — 53 Am. Ju r. 57 C.J.S., Militia, 5 11.

Sec. 44.35.020. Duties of departm ent. The Department ofMSH- 
taiy and Veterans' Affairs shall

(1) conduct the military affairs of the state as prescribed b? ihe 
Military Code; and

(2) cooperate with the federal government in matters of mutual ccm- 
cem pertaining to the welfare of Alaskan veterans, including estab­
lishing, extending, or strengthening services for veterans in Akivka.
(§ 15 ch 64 SLA 1959; sm  E.O. No. 58, § 21 (1984))

Effect o f am endm ents. — The 1984 by the Military Code." 
amendment rewrote and restructured this E u ito r's  notes. — For the M fiiary
section, which formerly read "The Depart- Code of Alaska, see AS 26.05.
ment of Military Adairs shall conduct the C ollateral references. — 53 Am -Jur.
military affairs of the state as prescribed 2d. Military, and Civil Defense, j  1 et. seq.

§ 44.33.630 St a t e Go vernm en t § -14.35.029
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Introduced: 2/20/85
Referred: House Special Committee
on State Loans, Resources and 
Finance

BY THE HOUSE SPECIAL 
IN THE HOUSE COMMITTEE ON STATE LOANS

HOUSE BILL NO. 219 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the applicability of the Alaska

Public Utilities Commission Act to certain electric 

utilities; power development loans; and the energy 

program for Alaska."

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

* Section 1. AS 42.05.711(b) is amended to read:

(b) Public utilities owned and operated by a political subdivi­

sion of the state and regional electric authorities established as an

instrumentality of two or more public utilities owned and operated by

a political subdivision of the state, none of whose utilities is in

competition with any other utility, are exempt from the provisions of

this chapter, other than the provisions of AS 42.05.221 - 42.05.281,

unless the owner and operator elects to be subject to all provisions 

of this chapter.

* Sec. 2. AS 44.33.620(a) is amended to read:

(a) Except as provided in (d) of this section, a [A] loan from 

the fund must be repaid in accordance with the terms that the depart­

ment determines to be appropriate. In establishing the terms, includ­

ing provision for a return to the state of an amount in excess of the 

principal amount of the loan, the department shall consider the reve­

nue that the authority could reasonably derive from the sale of power 

from the projects based upon

(1) the market rate of interest for a loan of comparable 

size and duration at the time the loan is made; and



1 (2) the estimated costs of alternative sources of energy

2 generation for utilities purchasing power from a project financed with

3 a loan from the fund.

4 '* Sec. 3. AS 44.33.620 is amended by adding a new subsection to read:

3 (d) A loan from the fund to finance the initial project, as

6 described in AS 44.83.398(a), shall be subject to the following terms:

7 (1) the loan must be amortized based on an annual interest

8 rate not to exceed four percent, a term not to exceed 50 years, and a

9 40-year amortization period;

10 (2) the annual debt service payment per kilowatt hour for

11 energy purchased by utilities from the initial project equals the

12 total annual payment needed to amortize the loan on the terms set out

13 in (1) of this subsection divided by the long-term average annual

14 kilowatt hour capability of the initial project;

15 (3) repayment may be adjusted so that the debt service

16 payment per kilowatt hour, as determined under (2) of this subsection,

17 increases gradually over the first five years of the loan and remains

18 fixed over the next 35 years; and

19 (4) deferred principal shall be repaid with interest in

20 equal annual installments during the last 10 years of the loan.

21 * Sec. 4. AS 44.83.425(5) is amended to read:

22 (5) "qualified utility" means an electric utility or a

23 regional electric authority established as an instrumentality of two

24 or more electric utilities [THAT IS] certified by the Alaska Public

25 Utilities Commission to serve all or part of a market area that is

26 served or will be served by the power project, [AND] that the author-

27 ity determines is capable of operating and maintaining the power

28 project.

HB 219 - 2 -




