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IN THE HOUSE BY RINGSTAD BY REQUEST
HOUSE BILL NO. 486
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to financing expansion of the power
plant on the Fairbanks campus of the University of
Alaska; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The Board of Regents of the University of Alaska is
authorized to proceed through the University of Alaska Heating Corporation
to issue revenue bonds or certificates of participation in a principal
amount not to exceed $6,500,000, to provide financing for expansion of the
power plant on the Fairbanks campus of the University of Alaska. Any debt
incurred by issuance of bonds or certificates of participation shall be
paid from rentals or fees charged to the University of Alaska, by the
University of Alaska Heating Corporation.

* Sec, 2. This Act takes effect immediately in accordance with AS 01.-
10.070(c).

A HB 486



STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST FISCAL DETATL

BilPResolution No. :.House Bill 486 Agency Affected: University of Alaska
Title An Act authorizing the U of A to BRU.University of Alaska - Fairbanks

finance needed expansions to the UAF
power plant; eff. date
Sponsor.  Ringstad Components..
Requestor:
Date of Request.

EXPENDITURES/REVFNUES  (Thousands of Dollars')

OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91
PEK%/OENALSERVICES

TRAVEL :
CONTRACTUAL (400.0)
PPLES

.. 2/10/86
Revision Date:

U
ERUIPMENT
ND & STRUCTURES |
GRANTS. CLAIMS
MISCELLANEOUS 400.0 1
TOTAL OPERATING 0.0 ]

' CAPITAL r 2,500.0 ] -

REVENUE

FUNDING :  (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS
OTHER 2,500.0
TOTAL Co0 0

POSITIONS

FULL-TIME 0
PART-TIME 0
TEMPORARY 0

ANALYSIS : Attach aseparate page ifnecessary Construction of power plant expansion will
SaTT"UAF 5400.0 annually in coal costs under renegotiated contract. Debt service
in FY87 will be approximately $400.0 for first $4 million of revenue bonds. If
the full amount of bonds 1is issued (total $6.5 million), an additional $250.0
will be added to debt service annually beginning in FY88; UAF will reallocate
funds from other programs.

. Brian Rogers, Budget Director 'Pheﬁe' T74—7503
gﬁﬁggﬁ?y' University of Alaska Dam:” J”VSb

i . 2010/86
AR OIS 01 sk at;

Distribution (bz.Agency preparing fiscal note):
Legislative Finance
Legislative Spansor
Requestor
Office of Management and Budget
Impacted Agency(ies) page of 10/25/55



CONTINUATION OF FISCAL NOTE ANALYSIS
FOR House Bill 486

The capital fiscal note appropriates an additional $2.5 million in revenue
bond proceeds for the power plant project, adding to the $4.0 million in
revenue bond proceeds appropriated by the 1984 legislature.

The University of Alaska Heating Corporation will issue bonds only to
the extent needed to complete the boiler and baghouse projects currently
underway. The estimates for this construction range from a minimum of
$4.0 million to a maximum of $6.5 million. Any bond authority not used
will be lapsed to the State.

The University of Alaska Heating Corporation had $5,910,000 in outstanding
principle balance of bonds payable as of June 30, 1985. With passage of

HB 486, the Heating Corporation will be authorized to issue an additional
$6.5 million in revenue bonds, for a maximum authorization of $12.5 million.
No new bonds will be issued without specific legislative authorization.



University of Alaska
Fairbanks. Alaska 99775-5260

January 10, 1986

"JAN 1'6 {gas

The Honorable John Ringstad
Alaska State Legislature
Pouch V (MS 3100)

Juneau, AK 99811

Dear John:

Artaihed IS . a C%p(?’ of a draft bill authorizing the Un|ver5|w 0f
Alaska Heating Cdrporation to issue revenue “bonds opn behalf of
the university. Also attached 1is a fiscal note and hackground
information on_ the Heating Corporation and the upgrades being
made to the UAF heating/power plant.

n, this Dbill must get passed and ,S|nqned bx the Governor very
IX An the session.” _In anticipation of interim revenue  bond
cing, UAF has committed $911,400 of its FYB6 operating funds
guardntee payment of the contractor for completion “of the
qouse project. Failure to receive earl 8assage of this bill
witl, at ‘a minimum, result in the Heatin ' 8{porat|on securlng

fma_hcmg at excessive taxable rates inste tax exempt rate
availablé with a legislative resolution; or, at worst, could
Bequwe a drastic layoff of physical plant and maintenance staff
y "the university in Fairbanks.

The bill basically allows the Heehtmg Corporation ~ to borrow
Immediately, at tax exempt rates, the “funds needed to_complete
the _ba%h Use |n.?1allat|on currentl){, in Rrogress. This will
permit UAF to utilize Its FY86 operating funds” for needed repairs
and maintenance on campus and retain” its physical plant and
maintenance personnel currently on staff to “do this work as
0ri mal\ll\y p! nned_béafore the “urgency of the emissions control
pro?ect as identified.

Due to restrictions. in the current bond, indenture agreement, the

only other alternative is for the Heating Corporation to obtain
the” consent of 100 percent of the present bondholders and
md_epen_dentlz secure financing at taxable rates. Although the
university has already obtained consent of two-thijrds qf the
bondholders os required” for issuance of additional debt, locatin
the remaining ondholders —and obtalnl_n%; full ~consent  tro
everyone could he difficult —or impossible in the time frame
required. In addition, borrowing under suchan arrangement  would

require taxable interest rates, which are far in excess of tax
exempt rates.



JJIniversity of Alaska

The Hgnorable John Ringstad
Page
January 10, 1986

The b| I WI|| gqU|re a fiscal note f ?F 5 million r vegue bond

authority in order to Increase he $4 million revenue hon appro-

prlaUOn authority received dur ing the 1985 session. Passage of

the b|II IS needed |mrned|ately however, an_early effective date

8n the 5|scal note s Bﬁ essential. A fiscal® note effective
uly™1 iIs dccepta

I e personally thank you for your interest in
the univefsity and aII of the many good things you have done to
help t h entiye unive 5|ty community. You need any additional
information about this or” other matters please contaCt me.

would a9a|n li h

Sincerely,

Sherman Carter
SFC/pe

At tachments
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Committee on Hoang

LETTER OF INTENT
HOUSE SPECIAL COMMITTEE ON STATE LOANS
HOUSE BILL 486

It is the intent of the Legislature that, with the
approval of HB 486, the University of Alaska Heating
Corporation 1is authorized to issue bonds for expansion
of the University Power Plant in an amount not to
exceed $12,500,000. This authorization limit is
intended to/l)ac”jbde all prior authorizations as well
as 486.

RA?. John Sund, Chair,
3use Special Committee on Loans



Background prepared b
Ung|versit)9 oﬁ2 Alaskg

HB-486, By Ringstad by request

"An Act relating to financin% expansion of the A{)ower plant
on the Fairbanks campus of the University of Alaska; and
providing an effective date."

PURPOSE: . The bill basically allows the University of Alaska Heating
Corporation to immediately’ borrow, at tax exempt rates, the fungs
B?ggergssm complete the héating plant expansion project currently in

The Heating Corporation and the University undertook two major
glant expansion projects in 1985; installation of a new oil firéd
oiler and a pollution control project, required by DEC

FISCAL NOTE; $2.5 million, which would raise the. Heating Corporation's
authority to bond to $6.5 million.  The University Teceived a $
million direct appropriation in theiy FY 85 budget “for power plant
expansion and also legislative authority to issue "8 million in_ reve-
nue bonds for the same purpose. In addition to exceeding the original
englnee_rln,g cost estimates, the project sequence has shifted dueto a
DEC emission control order. It is the intent of the University an% the
Heatmeg Corporation to issue only the minimum amount of revenue bonds
requiréd to complete these two Jrolects.

UNIVERSITY OF ALASKA HEATING CORPORATION:

eeThe Heating Corporation is a non-profit corporation formed in
1962 to finance and construct a central heating and power plant for
UAF. The corporation is managed by a Board of Trustees consisting of
Fairbanks community members serving on a voluntary basis without
compensation.

«“The Heating Corporation, pursuant to legislative resolutions,
has issued tax exempt revenue bonds for construction and improvement
of plant facilities as follows:

1962 msnmsmssssssssssions $3,900,000
1969.. ... 2,300,000
1978 (Series 1).. 4,400,000
1978 (Series 2).. 800,000

The outstanding principle balance of bond3 payable at June 30,
1985, was $5,910,000.

eeDebtservice for these bonds is funded through thelease of the
plant facilities to theUniversity of Alaska, Fairbanks, in an amount
equivalent to the debt service payments.

“80ther capital appropriations include:
F7 80........... $ 700,000 (legislation approps.
FY 85 .. .. ..... 4,000,000 for plant facilities)



University of Alaska Heating Corporation
Power Plant Expansion

The University of Alaska is seeking a legislative resolution from the Alaska
State Legislature authorizing issuance by the Heatln? Corporation of up to $6.5
million in tax exempt revenue bonds for expansion of the heating plant facilities
at the Fairbanks campus. The resolution is required in order for interest on
increased Heating Corporation debt to qualify as tax exempt interest, to meet
technical requirements for issuance of additional debt under the current bond
ind".uture agreement, and allow commitment of the revenue hond expenditure
appropriation received in 1985. Consent to the issuance of $6.5 million in n,w
bonds has been obtained from two-thirds of the current bondholders as
required by the bond indenture agreement. Receipt of the legislative resolution
ghmérﬁa}g the need to locate and obtain formal consent of the remaining
ondholders.

Background Information:

The Heating Corgoratjon is a not-for-profit corporation formed under the laws
of Alaska in 1962 to finance and construct a central heating and power plant for
the University of Alaska at Fairbanks, Alaska. The corporation is managed by a
Board of Trustees consisting of Fairbanks community members serving on a
voluntary basis without compensation.

Pursuant to legislative resolutions by the Alaska State Legislature the Heating
Corporation has issued tax exempt revenue bonds for construction an
improvement of the plant facilities as follows:

1962 $3,900,000
1969 $2,300,000
1978 Series 1 $4,400,000
1978 Series 2 $800,000

The outstanding principal balance of bonds payable at June 30, 1985 was
$5,910,000. The debt service for these bonds is funded by the Heating
Corporation through the lease of the plant facilities to the university in an
amount eguwalen_t to the debt service payments. The plant facilities are
construclztfe on university land which is leased to the Heating Corporation at a
nominal fee.



"1
University of Alaska Heating Corporation
Power Plant Expansion

The University of Alaska also received direct capital agpropriations from the
Legislature of'$700,000 in 1980 and $4,000,000 thU985 for improvements to
the plant facilities. In addition, the University of Alaska Fairbanks made
operating budget expenditures of apPrommately $500,000 in FY85 and has a
contractual commitment of o_Fe_ratlng und for FY86 of $911,400 for installation
of plant emission control facilities.

The Heating Corporation and the university undertook two major plant
expansion projects in 1985; installation of a new oil fired hoiler and a pollution
control project. The new boiler was urgently needed to give the Fairbanks
campus the backup heating capacity required during the winter months. In
addition, the Department of Environmental Conservation (DEC) indicated that
severe fines would be imposed on the university commencing June 1, 1986, if
the plant emissions are not brought into compliance with regulatory
requirements. In effect, DEC has the ability to require the university to
improve emissions through use its oil fired boilers in place of the coal units
which could result in increased fuel costs of as much as $2 million per year.

In its FY85 budget submission the university included a $4 million current
Year_request for a boiler addition project and $2.5 million subsequent year
funding request for an emissions control project. The emissions control project
I referred to as a "baghouse”, which is a type of vacuum system to withdraw
particles from the power plant emissions. The university received the
requested $4 million direct appropriation entitled power plant expansion and
also received appropriation authority to issue $4 million in revenue bonds for
the same purﬁ)ose. Bond counsel has indicated that an additional resolution
from the legislature is necessary in order to issue tax exempt revenue bonds.

Based on a compliance order from DEC and the potential for improved
op.rational efficiency from installation of the haghouse, both projects were
initiated with the original $4 million direct appropriation. An oil fired boiler
was purchased and a contract awarded for construction of a shell to house that
unit. A separate contract was awarded for installation of the baghouse
equipment which was purchased by the university from FY85 ogeratm funds.
The baghouse installation contract required a commitment of $911,400 from
FY86 university operatmﬁ_ budget funds in addition to the remam]n% monies
available from the $4 million direct appropriation. Financing of this 5911,400
commitment for the baghouse installation project is now urgently being sought
by the Heating Corporation in order to release the university operating funds
for Fairbanks campus repair and maintenance projects as originally planned
before the immediacy of the emission control problems was identified. Failure
to obtain this flnancm% could result in significant staff layoffs for the
university during the last half of the fiscal year.



University of Alaska Heating Corporation
Power Plant Expansion

The university Board of Regents has authorized the university administration
and the Heating Corporation to pursue issuance of up to $6.5 million in revenue
bonds for plant expansion and to secure interim financing of the baghouse
installation costs up to $1.1 million. In addition to the baghouse installation
currently underway, completion of the boiler addition project which would
make the boiler operational is the primary project for which revenue bond
funding is being sought. It is the Intent of the university and the Heating
Corporation to issue only the minimum amount of revenue honds reciuwed to
complete these two projects unless contract awards are substantially less than
anticipated or a high cost/benefit or energy savm%s can be identified with new
plant expansion prO{ects. Although the scope of the projects has not changed
astantially, the estimated total cost has been increased significantly based on
the cost of completing the baghouse in phase 1 and more current information
on cost of this type of construction.

Interim Financing Proposal:

The Heating Corporation intends to secure interim financin? for the $911,400
committed to completion of the baghouse project immediately upon the earliest
occurrence of either one of the following events: (1) the securing of a legislative
resolution authorizing issuance of revenue bonds or (2) the securing of consent
from all present bondholders to issuance of the proposed bond anticipation
notes. Occurrence of one or the other of these events Is necessary to meet the
requirements of the current indenture agreement hefore additional debt can be
incurred by the Heating Corporation.

Repayment Source;

Funding of principal and interest pa?]/ments for interim financing and long term
revenue bonds will be secured t rou?_h amendment of the current lease
agreement hetween the Heating Corporation and the University of Alaska. The
amendment will provide for lease payments in an amount equivalent to the
Increased deht service requirements. Funding for increased lease costs will
come primarily from savings realized on renegotiation of a five year coal
contract at reduced rates in 1985, efficiency savings resultlng from completion
of the baghouse and reallocation of funds within the Fairbanks campus
opp<tating budget. The current bond redemption schedule indicates that
approximately $200,000 will be available for additional annual debt service
commencing In 1994



University of Alaska Heating Corporation
Power Plant Expansion

Project Description:

The existing heatmg/power plant supplies steam for heat and electrical power
to the university's Fairbanks caqus facilities. 1t also supplies heatlnﬁ steam
to three adjacent local school facilities. The plant is located just south of the
main campus area. The facility includes two 50,000 |b./hour stoker fired coal
boilers which provide base load steam requirements for heat and operation of
a 10 megawatt turbine generator and one 100.000 Ib./hour oil fired boiler
which is primarily used for standby and peaking periods. Two 15 megawatt
turbines generators are also maintained at the plant.

The baghouse project consists of installation of two previously purchased
full-steam baghouse facilities.  The facilities will be used for control of
particulate emissions from the coal fired hoilers. Each baPhouse will take full
stream eihaust gas flow from one hoiler. Gas effluent from both baghouse
facilities will be ‘directed to a common stack. The dust collection system is
designed and sized to produce an effluent gas flow which will meet emission
requirements as prescribed by the Alaska clean air act.

The boiler addition project consists of installation of a second 100,000 [b./hour
oil fired hoiler which was previously purchased from Zurn Industries. The
project includes extensive interface with existing equipment and facilities
Including the hot well system and .Pumps, feedwater ‘heater systems an
pumps, water treatment ‘systems, oil storage tank, oil heater systems and
Bu_mps. Major new equipment will include the boiler, forced air fan, air heater,
oiler control systems and stack. The hoiler will be housed in a 60" by 40°
building extension located gust. east of the main plant. The building extension
which Is part of this project will be steel frame and steel sided. Al equipment
will be located on the ground floor. The second floor will provide office space

for plant operations personnel.



"University of Alaska Heating Corporation
Power Plant Expansion

Estimated Project Cost:

Phase 1 Phase 2
Bashouse Boiler Boiler Total

Engineering 104376 619,052 315000 1,038,428
Construction 2541997 911,820 4,658,913 8,118,730
Public art _ 24,800 8,084 42000 75484
Furnishings/equipment 512,744 716,767 1,229,511
Legal/bond consulting 5,000 140,000 145,000
Project management 95.000 75000 270,985 440,985
Other administrative 4,000 4,000 10000 18,000
Interim financing costs 151,702 151,702
Total 3.288,917  2.340.323 5.588.600 11.217.840
Sources of funding:

UA operating budget 482,840 482,840
UA capital appropriation 1,659,677 2,340,323 4,000,000
Heating Corporation 235,000 235,000
Proposed hond issue 911,400 5,588,000 6,500,000
Total 3.288.917  2.340.323 1588.600 11.127.840

Note:

Phase 1 of the heating plant  expansion is currently
for completion in  March “or  April, 1986. Phase 2 Wi
funding ~ is  available.

Interim financing Inanticipation ~ of  issuance  of  reven
for the $911,40 committed to the baghouse installation
expansion,



10
i
12
13

14

16

17

18
19
20
pal

22
23
24
25
26
27
28

29

luced: 1/20/86 .
ed: House Special Committee on
and Finance

IN THE HOUSE BY RINGSTAD BY REQUEST
HOUSE BILL NO. 486
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to financing expansion of the power
plant on the Fairbanks campus of the University of
Alaska; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The Board of Regents of the University of Alaska 1is
authorized to proceed through the University of Alaska Heating Corporation
to issue revenue bonds or certificates of participation in a principal
amount not to exceed $6,500,000, to provide financing for expansion of the
power plant on the Fairbanks campus of the University of Alaska. Any debt
incurred by 1issuance of bonds or certificates of participation shall be
paid from rentals or fees charged to the University of Alaska, by the
University of Alaska Heating Corporation.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

- HB 486





