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SUMMARY

OTHER AGENCIES AFFECTED BY Bill CONSTITUENT GROUPS) AFFECTED BY BILL

Alaska Public Utilities Commission

ORGANIZATIONAL SUPPORT FOR BILL UHUANIizAnumiuw in .j>nu bill

F.SCAL IMPACT: CJ NONE g FISCAL NOTE ATTACHED

BACKQROUNOILEGISLATIVE INTENT

Background: Introduced to clarify previous legislation, AS 4*1.33.620, regarding the
Four Dam Pool Department of Commerce/Alaska Power Authority Loan and 'to establish
a regional electric authority as a qualified utlli .y exempt from certain provisions of
Title 42, AS 42.05.711(b) adds regiorai electr c authorities as recognized utilities
exempt from APUC jurisdiction. AS 4n.33.620 defines terms and conditions of the

Department of Commerce/Alaska Power Authority Loan and adds regional electric authorities

to the definition of qualified utilities.

analysis of BILUPROGRAM EFFECTS
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PROGRAM EFFECTS OF BILL

Section 1: Amends AS 42.05.711(b) to include regional electric authorities
established as ar, instrumentality of two or more public utilities owned and
upUftUUIJ Uy a pyllUcnl 3ubUix»ijiuil of the jtoto and oiiompii *b» ragi«nal
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 oe repaid
m 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 or. estimated unused caoaci*y is repaid with interest in
equal installments during the last 10 years, - 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.

HB
3/8/b.



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 yield 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 <15% rfsuiting in a 7.5% overall
rate of return. It should be recognized, however, that the Permanent
Fund portfolio is currently earning considerably in excess of their
investment goal.

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 HB 219 is approximately $34B,000,000 and equates to a negative 1.3% rate
of return oni the approximate $488,000,000 construction cost of the Four
D;am 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 HB 219, the
principal and Interest V'~uld be approximately $16,900,000,000.

Estimated earnings at 7,5% $16,900,000,000
Principal and Interest
repayment under HB 219 348,000,000
Lost opportunity cost
to the State $16,552,000,000

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.
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Table 6. Hydroelectric Projects Operating in Alaska

INSTALLED AVERAGE ANNUAL DATE
REGION SERVICE AREA  PROJECT CAPACITY (W) GENERATION (Mih)  CONSTRUCTED
South Central Anchorage Cooper Lake 15.0 42,000 1961
Anchorage Eklutna 30.0 147,875 1955
Kodiak oTerror Lake 20.0 139,700 1984
Valdez +Solomon Gulch 12.0 55,000 1982
Southeast 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 54 36,200 1947
Ketchikan Ketchikan Lakes 4.2 16,400 1957
Ketchikan Silvis 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 oTyee 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.



3/4/85
MEMORANDUM

TO: Rep. John Sund, Chair
House Special Committee on Loans

FROM: J. Hartle, AA

RE: Electric power rates for four dam
KEA CVEA

Operations and 2.0 2.76

Maintenance

Debt Service 2.68 2.68

|
Total APA 4.68 5.44
Retail Rate* 16.6 19-1**
15.1

pool communities (HB 219)

KPU

2.91

2.68

5.59

10-0

Per KWH at 750 KWH/Month, as of 2/16/85

kk
19.1 = Copper Fiver; 15.1 « Valdez

KEA & Kodiak
CVEA = Copper Valley
KPU = Ketchikan

Petersburg

4.59

2.68

7.27

11.1

Wrangell

4.59

2.68

7.27

14.9



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

1983

Production Cost Retail Rate Difference
utility (cents/kwh) (cents/kwh) (Rate-Cost)
Naknek (NTA) 14.7 2.3 8.1
Nome (NTUB) 17.7 20.4 2.7
Petersburg (PMPEL) 10.4 13.3 2.9
Sitka (SED)t .0 6.8 -1.2
Wrangell (WL&P) 10.5 14.6 4.1

* Homer Electric Association, Matanusk®™i Electric Association and the
City of Seward are combined with ClLugach Electric, Seward is an
unregulated utility.

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

Soiree: Alaska Power Authority, Advisory Committee Report on Statewide
Power Production Costs, Decemoer 15, 1984.

Table prepared by the House Research Agency, February 1985.



Table 1

Electric Rates and Production Costs For Selected Utilities

Utility

Regulated

Alaska Electric (AEL&P)
Alaska Power (AP&T)
Alaska Villages (AVEC)

Anchorage (AML&P)
Aniak (APC)
Barrow (BUSEC)

8ethel (BUO)
Betties (BL&P)
Chugach Electric (CEA)*

Cold Bay (NP&E)
Copper Yalley (CVEA)
Ft. Yukon (FW)

Galena (MGDE)
Golden Valley (GYEA)

Haines (HL&P)

Kodiak (KdEA)
Kotzebue (KtEA)
McGrath (MGL&P)

Northway (NP&L)
Pelican (PUWO)
Sandpoint (PWO)

Tanana (TPC)
Tlingi t-Haida (THREA)
Yakutat (YPI)

Unregulated

Cordova (CEC)
Fairbanks (FW)
Glacier Highway (GHEA)

Ketchikan (KPU)
Metlakatla (MP&L)

1983

Production Cost
(cents/kwh)

.KJI\)OO

N
o N O

N
N w
Nwo

N B
w Pt
ouN

Retail Rate
(cents/kwh)

oBn R5o
O O Ul o ©

o = N
558 EBE o5
WWw vrpR

rop

Difference
(Rate-Cost)

= N
g0 RON PNN NOR NON 0aN 08N oop Gen

Nw o
o



(CENTS/KWH)

COST OF POWER

PROJECTED

601 ALASKA POWER AUTHORITY

PROJECTED COST OF POWER TO /MLP

(CENTS/KWH) /
50H c
From
Project: Bose Case
State Loan Case (Level Debt Svc.)
State Loan Case (Adjusted Debt Svc.) /
Diesel Alternative
40-
//
30- /
20-
10-
1985 1990 1995 2000 200 5 201 0 2015

YEAR



SENATE FINANCE COMMITTEE
MAY 26, 1984

9:20 A.M.

CALL TO ORDER

PRESENT

SUMMARY

XO-CHAIRMAN DON DENNETT CONVENED THE MEETING Al APPROXIMATELY 9:20
MEMBERS PRESENT: SENATORS BENNETT, FERGUSON, MULCAHY, SACKETT, AND
V. FISCI-IER. SENATORS JOSEPHSON AND FAIKS CAME IN LATER.

OTHERS PRESENT: MIKE GREANY, DIRECTOR, LEGISLATIVE FINANCE; P.S.
DHI1ILLON, REVENUE ANALYST, LEGISLATIVE FINANCE; MILT BARKER, DEPUTY
COMMISSIONER, DEPARTMENT OF REVENUE; COMMISSIONER HEATH, DEPARTMENT
OF REVENUE; COMMISSIONERLYON, 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 OFLAW; TERRY
ELDER, DEPUTY COMMISSIONER, DEPARTMENT OF COMMERCE AND ECONOMIC
DEVELOPMENT; AMD STAFF FROM STATE OFFICES AND LEGISLATIVE OFFICES. -~

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 684(FINANCE). HE THEN ASKED MR. LARRY CRAWFORD AND BILL BATT
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. HE SAID IT WAS HIS 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 THEN THEY WILL BE RETURNING THE MONEY TO THE STATE IN
ACCORDANCE WITH THOSE DEBT SERVICE PAYMENTS. THE INTEREST RATE IS

THE DERIVED NUMBER AND LOOKS TO BE ABOUT AN 87. YIELD 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 589 (FINANCE —mmm— —
SENATOR FERGUSON WALKED THE COMMITTEE THROUGH THIS LEGISLATION
S1CTIONS 1 THROUGH 3, CREATE THE POWER DEVELOPMENT REVOLVING FUND FOR
iHE PURPOSE OF IMPLEMENTING THE $210,000,000 LOAN FOR THE FOUR-DAM
POOL PAY OUT. SECTION 4 ALLOWS THE CREATION FOR THE FOUR-OAM POOI



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 iIn 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 iIn part by a State appropriation of $49,000,000.

3. The system increment proposal ofthe communities
shall also be incorporated in such agreement.

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

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

We will recommend toour respective boardsand councils that theagree-
ments be adopted and that we be authorizedto execute them and to assist
in the steps necessary to complete the financing.

DATED , 1984

COPPER VALLEY ELECTRIC ASSOCIATION

KODIAK ELECTRIC ASSOCIATION CITY OF PETERSBURG

By

<a>
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ALASKA POWER AUTHORITY
FOUR DAM POOL
OBJECTIVES IN NEGOTIATIONS

Form the foundation for a statewide energy program
for Alaska;

Establish debt service so that rate shock 1is not
experienced by the communities;

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

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



The following exchange illustrates the point made earlier that
Congress®™ primary concern was only that the overall revenue derived

from rates be sufficient to repay the Federal investment in the

power project,

"Mr, KING, There may be some provision in the bill,
but 1 have failed to discover any- and I may say that
I havfc had the bill which passed the House, instead
of the Senate committee bill- which will provide for
reimbursement to the Government of the United States
of the enormous sums which are to be appropriated
under the provisions of the bill. I ask the Senator
whether or not it is contemplated that the Government
is to be reimbursed, and what provisions are found in
the bill to effectuate that purpose?

"Mr. McNARY. Mr. President, that is a very natural
question. On page 12 the bill provides;

"*Rate schedules shall be drawn having regard to
the recovery (upon the basis of the application
of such rate schedules to the-capacity of the
electric facilities at Bonneville project) of
the cost of producing and transmitting such
electric energy, including the amortizati t of

the capital investment over a reasonable teriod
of years.

"Mr. ELLENDER. While the Senator 1is considering
section 7 of this bill will he explain the meaning of

the language which appears 1in parenthesis on lines 13
and 15, page 12?

mBeginning at line 13, 1 find this language 1in
p r\ anthesi’s;

"*Upon the basis of the application of such rate
schedules to the capacity of the electric
facilities of Bonneville project.”
"Mr. STEIWER. Mr. President, there 1is some language
= included in the parenthesis on page 12, line 18, to
which the Senator from Louisiana directs attention,
and with the permission of my colleague 1 will
undertake to answer the question by saying that in
figuring the amortization of the capital investment
it is necessary, of course, to have a formula of
revenue. That formula consists of the rate

multiplied by the amount of energy which presumably
will be offered for sale.

01S390
PAGE 73 - MEMORANDOM OP BONNEVILLE POWER"™ ADMINISTRATION COUNSEL
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The rate of recovery, of course, will be dependent

upon the market and the amount of energy sold.” 81

Cong. Rec. 3524 (1937).

One final argument conclusively refutes the California
utilities®™ contention that BPA"s N7-2 rate must be cost-based, and
that 1s that one of the Act"s primary objectives would not have
been rchieved had the rates been required to have been cost-based.

The Bonneville Project Act emphasized the objective "to
encourage the widest possible use of all electric power .. ." The
widespread use policy appears three times in sections of the Act
authorizing building of transmission lines, requiring preference
for public and cooperative systems, and as guidance for setting
wholesale rates (Sections 2, 4, and 6).

Widely debated during the drafting of the bill was whether a
postage 3tamp or uniform rate would encourage widespread use raor*,
than a zone rate, which is lowest at the dam and increases with
distance.

A zone rate reflects the actual power and transmission costs
associated with a particular user while the uniform rate does not.
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
of widespread use would not be attained.

As explained by the following exchange 1in the House Hearings on
H.R. 7642, Congress was concerned that rates not reflect the actual
cost of providing service, for to do so would price out those
farthest from the dam and allow big industry to locate near the dam

and buy up all the available power:

016892
PAGE 75 - MEMORANDUM OR BHMHWIF rom—mmmmmmm oo oo



KETCHIKAN PUBLIC UTILITIES
B romt street KETCHIKAN. ALASKA 93001 THEPHONE 907.38-3111

MUNICIPAUY OWNED November 27, 1984

ANALYSIS
FOUR DAM POOL PROPOSAL

The Four Dam Pool proposal addresses, within existing law,
several problems of the energy Program as currently structured
and administered. | emphasize that these problems arise largely
out of the statutory framework within which the APA operates.
All prior contract negotiations with the APA have attempted to

deal with these statutory structures. | believe our proposal
simply does so more effectively than prior proposals. The
problems we encounter are as follows:
Uncertainty Under the Energy Program, we do not know
the cost of power before we buy. Because power 1s

priced according to the amount sold, a reduction or
termination anywhere 1in the system could raise the
price of power and force us to "true up" our bill after
the fact.

Unbearable Risks Unless otherwise limited, the
Program makes each Purchaser jointly and severally
responsible for the entire debt of the APA. A longterm
contract on these terms could lock a small community
into a TfTifty-year, open-ended obligation to pay off
billions of dollars in debt.

Guaranteed Inflation In order to pay for projects
that are too big and too expensive for the communities®
current needs, the APA has had to borrow money and
accept a repayment schedule that 1includes '"negative
amortization” and periodic iIncreases in debt service.
These increases are purportedly based on predicted
increases 1iIn the cost of diesel fuel. Even 1if these
Bredigtions were accurate, which we dispute, how can we
enefit from hydropower if we aim for the diesel price?
In fact, while diesel prices have been dropping, the
only certainty about the APA"s payment obligation is
that it will 1iIncrease.

Unequal Benefits The Energy Program has been based
on the 1i1dea that each community would pay according to
the cost of APA facilities available to serve i1t. This
formula 1gnores oth ,r variables such as whether the
facilities are entirely necessary to that community and



Mayor Charles Freeman
November 27, 1984
Page Two

whether such costs would result in large disparities
between the retail ratej of that and other communities.
Anomalies result. For example, one community could end
up paying a 'system 1increment” increase in order to
subsidize a project iIn another community that already
enjoys lower rates. Likewise, a community could find
itself ultimately worse off by gaining the "benefits"
of hydropower and thereby losing 1ts power cost
assistance entitlement.

Out-of-Reach Prices No matter hov; theoretically
elegant, a power cost Tformula fails 1if ratepayers
cannot afford the power. In the best of circumstances,

prices under the current Program are projected at or
just above what the communities estimate they can
afford to pay without suffering serious economic

dislocation. If assumptions underlying the projections
are wrong - if loads do not materialize, for example
— the results could be disastrous.

Uncontrollable Costs Finally the existing Program
gives the purchasers of power little ability to learn
about, much less to control, the debt service
obligations and operations, maintenance, and

administrative overhead costs incurred by the APA. Yet
these costs are passed directly through to the
purchasers. Such unanticipated costs can add
substantially to the unpredictability discussed above.
Since utilities cannot easily recover previously
incurred costs from their ratepayers, the result could
be extremely disruptive to a utility"s ability to plan.

As 1 have emphasized before, long-term planning 1s
essential to the proper management of an electric
utility.
The Four Dam Pool proposal 1is aimed at overcoming the problems
described above, without the need for statutory change. The
principles behind our proposal are applicable to the Energy
Program state-wide, although possibly not without new

legislation. Those principles are as follows:

Certainty The creation of a Power Development
Revolving Loan Fund enables the APA to borrow money
upon very TfTlexible terms from the Department of
Commerce and Economic Development. We propose terms
that would permit the APA to charge a fixed rate for
power. Purchasers would thereby know the price of
power before they buy.

Acceptable Risks Our proposal 1is that debt service



Mayor Charles Freeman
November 27, 1984

Page Three
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on the state loan be related to project usage, with
power priced as though projects were TfTully utilized.
This would place the risks of over-capacity and
reduction in sales wupon, the State. Such a risk
allocation 1s appropriate, since excess electric
capacity 1is part of the infrastucture used to promote
economic development throughout the State.

Flat Rates Except for a brief 1initial "ramp up" to
ease the rate shock for some utilities, we propose that
debt service costs be flat throughout the contract
period. This would assure that the benefits of
hydropower are passed on to the citizens of the State,
and that utilities would achieve a measure of
predictability necessary for long-term planning.

Equity Our proposal entails equal debt service costs
for each member of the Four Dam Pool. Applied
statewide, this principle might mean equality per
kilowatthour for debt service, wholesale power costs,
or total system revenue reauirements.

Affordability The wultimate wholesale power rate
broposed by the Four Dam Pool was derived from what the
communities believe they can afford. In most cases,
that amount results in rates to the consumer at or near
what those rates are today. We believe that no
community in the State should be forced beyond its
means to purchase power.

Cost Control The role of the APA should be limited
to helping finance the Energy Program. The only way
operations and maintenance costs can be held in check
is 1f they are placed within the control of thos.e who
must ultimately pay them. Al APA  borrowing,
expenditures, and administrative overhead should be
subject to strict audit, and should be governed at
least in part with the active participation of the
power purchasers.

Very truly yours,
KETCHIKAN PUBLIC UTILITIES

Utilities Manager



§ L2 b.711 Alaska Statutes § L2 b.711

© Puwlic utlities owned and operated by a political subdivision of
the state and none ofwhose utillities s In competition with any other
utillity, are exempt from the provisias of this dgpter, other than the
provisions of AS 42.06.221 — 42.06.231, unless the owner and operator
elects 1 be subject to all provisians of this chgpter.

© The o™ vrership inwhole orpart, of the corporate stock ofa public
utilrty does not make the owner a public utality.

<) The comission, on a finding thatt no legitinate public interest
will be sened, may exempt a utility from all or any portion of this
depter.

©® Notwithstanding any other provisions of this depter, any elec-
tricor telephone utality thett does not gross 350,000 annual ly isexempt
Trom regulation under this chapter unless 25 percernt of the subscribers
petition the commission far regulation.

@ Notwithstanding any other provisions of this dgpter, an electric
or telephone utallity that does not gross 3325, 000 annuahy may electto
be exempt from the provisians of this chapter other than AS 42.05.221
— 42.06.281 under the procedure described In AS 42.06.712.

© A uality, other than a telephore or electric utillity, that does not
gross 3100.000 annual Iy may elect to be exempt from the provisians of
this chapter other than AS 42.06.221 — 42.05.281 under the procedure
described INAS 42.06.712.

() A cogperative organized under AS 10.25 may elect to be exempt
fron the provisios of this dgpter, other than AS 42.06.221 —
42.06.281, under the procedure described In AS 42.06.712.

@® A utdlity which fumishes clllection and disposal service of gar-
bege, refuse, trash, or other waste material and has annual gross reve-
nues of S200.000 or less isexempt from the provisions of this depter,
other than the certification provisias of AS 42.065.221 — 42.06.231,
unlless 25 percent of the subscribers or subscribers representing 25
percent of the gross revenue of the utility petition the commission far
regullation.

@ The provisians 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 aubject of the sale, exchange or gift i
waste heat, eledtricity, or other energy which s sumplus or the
by—-product of an industrial process. In an area in which no electric
utility s cartificated for srvice, energy provided by salle, exchange or
giftmay be provided to any utilitywhich is cartificated for service o
that area. A contract for the salle, exchange or gift of energy exempt
under this subsection does not make the supplier a public utality, and
does not trarsfer the resoorsibility to provide utlity servicess from a
certificated utlity to any other person.

® A ualitywhich fumishes cable television service isexempt from
the provisians of this chapter other than AS 42.06.221 — 42.05.281
unless 25 percent of the subscr oers petition the commission for regu-
lation.



Public Utilities and Carriers

@ In this scian, "record” means a rgort, file, book, acocount,
peper, or gplication, and the facts and information contained in it
@ 6 ch 113 SLA 19/0; am § 8 ch 110 SLA 1981)

Effect of amendments. — The 1981
amendment rewrote this section.

NOTES TO DECISIONS

Narrow construction. —The privilege
reflected by this section should be
construed narromy o that it does not con+
flict with the constitutional requirements
ofdue process. City of Fairbanks v. Alaska
Pub. Utils. Commn & Wire Communica-
tions. Inc.. Sup. Ct. Op. No. 2079 (File No.
3977). 611 P.2d 493 11980).

Due process controls over section. —

mation not be withheld if "required in the
interests of the public" will normally
prevent a conflict with due process
requirements. If a conflict nevertheless
ooaurs, due must contral. City of
Fairbanks v. Alaska Pub. Utils. Conjn’n &
Wire Comnunications. Inc.. Sup. Ct. Qp.
No. 2079 (File No. 3977). 611 P.2d 493
(1980).

The requirement of this section that infor-

Sec. 42.06.681. Validity of certain certificates. A crahicate
issued before July 29, 1953, t© a public utdlity for the gereration,
tranamission, or distribution of electric energy and power, or for the
fumishing of telecomunications may not be considered as termi-
neted, or voided, fortho solle reason that the utallity did not orwould not
produce an annual gross income Ihexaess r'325,000. 8 6ch 113 SLA
1970)

Sec. 42,06.601. Utility classes. The commission may by regullation
provide for tl a classification of public utillities based upon differences
inannual revenue, assets, nature of omnership and other appropriate
distinctions and as between these clesstficatias, by regulation, pro-
vice for different reporting, accourtting and other regullatory requiire-
ments. @ 6 ch 113 SLA 19/0)

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. £2.06.711. Exemptions, @ The provisions of this chapter do
not apply © a person who fumishes vwater, gas or petroleun or
petroleun products by tark, wagon, or similar coveyance, unless the
person s thereby supplying water, ges, petroleum or petroleum
products toa public utility inwhich the person has an *affiliated inter-
et



8§ 42.06.712 8 42.06.712

Public Utilities and Carriers

@ A parsn, utlity, or cooperative that s exempt from regulation
under AS 4£2.06.711(@) or @ — (K ot sbject o regulation by a
municipal ity under AS 29.48.060— 29.43.020. (8 6.¢ch 113 SLA 19/0;
am 8 3ch 76 SLA 1973; am § 8ch 83 SLA 1980; am 8§ 7-9ch 136 SLA

1980; am § 89 ch 59 SLA 1982; am § 1ch 30 SLA 1983)

Cross references. — For limitations on
these exerrptions, See AS 42.05.321(b) and

AS 42.06.381(C).
Effect of amendments. — The first
1930 amendment added subsection (j).

The second 1980 amendment deleted
"'excepting the furnishing of collection and
disposal service of garbage, refuse, trash
or ather weste material"* following "'none of
whose utilities" near the beginning of sub-
section (bl. 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 weste material
within their corporate boundaries are not
subject to regulation by the Alaska Public
Utilities Commission unless the munic-
ipality electsto be subject to the provisions
of this chapter," substituted "'S50.000" for
"'S25.000” following "'does not gross' near
the middle of subsection <©), substituted

"under this chapter" for "hereunder”
folloning "'exenpt from regulation™ near
the middle of subsection fe), and added
subsections if) through <i).

The 1982 amendment, effective May 28.
1982, deleted "'on June 30.1980" preceding
"a utility,” and inserted "annual”
preceding "'gross revenue” in subsection
i).

OThe 1983 amendment added subsections
) and (1).

Opinions of attorney general. — An
electncal utility owned and operated by a
regional electrical authority would con
tinue to qualify for the broad exenmption
from this chapter, available to political
subdivisions under subsection Ib) 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 seg June 7, 1976, Op.
Atty Gen.

NOTES TO DECISIONS

Municipally owned utilities in cont
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. Sup. Ct. Op. No. 1326
(File No. 2940). 555 P.2d 262 (1976).

Sec. 42.06.712. Deregulation kallot, @ A utality or cooperative
which may elect to be exempt from the provisiaons of this chapter sall
poll itssubscribers ormembers inthe manner described in thissection.

® The wotes of.amgjority of those voting inan election inwhich at
lesst 15 percent of the eligible subscribers or members retum kallots
are required for a utillity or cooperative to elect exemption under @) of
this section.

© Each subscriber or member of the utility or cooperative gall
receive notice of an election under this section with the subscribersor
member & regular bill for service at lesst 60 days before the date sst for
the election. The notdce shall contain inpartial language informing the
subscribers or members that am election on the gption of deregullation
or regullation by the Alaska Public Utilliities Commission willl be held
within 60 days amd that a ballot to participate in that elecaon will be
mauled or delivered to each subscriber or member of the utility or
cooperative wirth the regular bill for service. The notice shallll also state

41



Initial Li;an 3rinc:33i

loan interest Sate
Loan Tern (Years)
Total Energy Caoaoslity (GW.h/yr)

Year

139*

TOTALS

DEBT SRV PAYMENT
COVPONENT ~ FROM ELEC
(c/kW.ti) aSVENUE
200 3,104,120
212 3349550
225 4306077
239 4,751,347
253 5212398
288 5714288
288  5877.217
268 6,087,552
268 6,328,412
268 5596916
268 6,353,020
268  5990,569
258 7,133,591
268 7,283,428
268 7,440,659
268 7,505,529
268 7,732,481
263 7,781,390
269 7,831,907
263 7,384,572
263  7,333.463
268 7,935,651
26a 8056380
268  3.US,488
268 8183279
268  8250,833
288  8321,231
268 8394633
268 8,471,148
268 8,550,382
258  8.834,023
268 3,720,652
268  8810.383
268 8305124
268 3,003,262
263 9,105,559
268 9,212,202
263 9,323,352
268 9,439,197
25% 9559978
134 4625873
132 4,825,870
130 4,825,870
128 4,325,370
127 4825370
127 4,825.370
127 4825870
127 4325370
127 4825873
127 4825.870

347.628.986

S195.000.000
4, %

40

378,637

ENERGY
SALES
(EH.n)

155.i'3%
18196
191,437
199.181
206,042
212,394
219,067
225,307
236,183
245,893
255,433
250.566
265.397
271,482
277.343
233.488
288.220
230,343
291,326
293,889
295,335
£98,367
300,230
202,638
305,323
307,541
310,165
312,301
315.753
318,725
321.824
325,053
328.420
331,929
335,587
333,400
343,375
347,518
351,336
356,338
361.030
365,321
371,019
375,334
378,607
373.537
378.507
378,607
378,507
378,507
15,046,333

UTILIZ-

ATION

40.33*
47.34*
50.56*
52.61*
54.42*
55.26*
57.36*
59.33*
62.28*
54. 5%
67.47X
63.32*
70.23*
71.71*
73.25*
74.63*
75.13*
76.61*
77.11X
77.62*
73.15*
73.73*
79.31*
79.93*
80.56*
81.23*
81.92*
82.55%
33.40*
84.18*
85.00*
85.35*
85.74*
37.57*
88.64*
89.64*
90.69*
91.79*
92.93*
94.12*
95.36*
96.65*
38.80*
39.40*
100.30*
100.03*
130.80*
lid.03*
100.00*
100.30*

Raao Period (Years)

D. 3. Entry Sate (c/kW.n)
Entry Sate Annual fEscalation
9. S. Sate Ceiling (c/kW.h)

CURRENT
PRINCIPAL
BALANCE

136,000.300
194,802,746
193,683.335
192,229,154
190.474,321
168,367,083
185,855,818
183,239,399
160,514.278
177,673,236
174,712,118
171,525,380
168,413,149
165,068,112
161.585.516
157,353,571
154, 184.555
153,255,455
146,167,861
141,915,495
137,491.713
122,869,602
128.101,973
123,121,342
117,939,325
112,549,827
106,342,022
101,108,347
35,039,483
88,725,946
32,157,866
75,324,378
58,216,601
63,821,522
53.128,483
45,125,156
36,799,120
28,137,388
19,126,287
9,752,341
(310)

INTEREST
DUE FROM
4-0AM POOL

3,213,925
3,7:5,930
3,954,721
4,095,753
4,205,259
4,300,727
4,361.163
4,449,374
4,557,234
4,664,315
4,760,231
4,767,619
4,771,537
4,772,574
4,770, 144
4,763.757
4,725,559
4,633,529
4,526,187
4,433,170
4,224,235
4,208,891
4,386.822
3,957.546
3,820,549
3,675,330
3,521,238
3,257,395
3,184,428
3,000,199
2,304,469
2,596,405
2,375,152
2, 139,753
1,869,200
1,622,397
1,338.166
1,035,234
712,229
367,583
1,565,665
1,435,278
1,299,554
1,158,605
1,011,315
853,357
700,836
535,689
364,082
185,610
151.528,955

5

2.00
5.05*
2.632340

ACTLAL PAY-

MENT LESS
INT. DUE

(109,606)
92,551
351,2:6
555,589
1,307,139
1,413,561
1,516,054
1,638,178
1,779,108
1,332,100
2,332,789
2,222,950
2,361,954
2,510,854
2,570,525
2,841,772
3,006,912
3,147,751
3,295,720
3,451,401
3,515,257
3,787,770
3,359,478
4,150,342
4,362,730
4,575,303
4,799,322
5,036,733
5,286,719
5,550,633
5,829.554
6, 124,247
6,435,331
6,755,371
7,114,052
7,483,162
7,874,035
8,238,118
8,725,965
9,192.239
3,258, 185
3,333,502
3,526.216
3,657,255
3.813,355
3,356,514
4,125,174
4,230,181
4,461,788
4,640,260
136.800,300

4-DAM POOL

LOAN REPAYMENT SCHEDULE

CASE 4l

PRINCIPAL  DEFERRED

REPAYMENT  PRINCIPAL

DEFERRED 2AUWCE
1,217,061 1,217,361
1,116,730 2,333,351
1,102,865 3,436.735
1,039,544 4,536,279
1,033,759 5.636,078
1,037,712 6,733,790
1,099,757 7,833,547
1,087,542 8,921,889
1,061,884 9,982,973
1,029,068 11,012,041
593,250 12,005,291
989,931 12,995,272
983,882 13,978,354
971,743 14,950,897
955,320 15,305,417
933,243 16,838,553
922,288  17.760,948
933,834 18,700,782
356,646 19,657,428
972,381 20,629,309
385,653  21.616,662
399,859 22,616,521
1.311,153 83,527,674
1,020,474 24,648,147
1,327,568 25,675,716
1,032,102 25,707,818
1,033,753 27,741,570
1,332,125  28,773,6=6
1,026,818 29,680,514
1,017,397 30,317,911
1,303,334  «31,821,245
984,130 32,325,376
959,147 33,754,522
927,763 34,632,291
889,265 35,581,556
842,864 36,424,421
787,707 37,212,128
722,882 37,935,010
647,379 38,582,389
560,052 39, 142,441
35,681,945
32,491,352
28,965,137
25,297,872
21,483,917
17,517,403
13,392,229
9,102,048
4,640,260
0)

39, 142,441



FOUR-DAM POOL DEBT SERVICE

ALASKA POWER AUTHORITY

VERSUS

PARTICIPANTS®" PROPOSAL



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

Issue Alaska Power Authority 4-Dam Pool .
Interest Rate - 8% Yield on Total Loan - 5.8% (3.3% Yield on Total Loan) r
Amortization Period - 35 Years - 40 years=

Annual Debt Service - Level Debt Service With Ramp Features. - Level debt service with Purchasers to pay

amount in proportion to energy usage; |
Ramp features Included. 1

Ramp Features - Initially 24/KWH below alternative - Defer part of principal and Interest payments
cost (2.54 for CVEA) decreasing to 1n years 1-5 and repay, with Interest, 1n
04 at the point where Project costs years 6-40.....
without ramp and alternative costs
Cross.
Deferred Payments - Al payments deferred In Ramp features - Principal amount deferred due to unused
are repayed with interest by the ond Project capability Is repaid, without
of 35 years. Interest, In years 41-50. Principal

and Interest deferred due to ramp features
Is rep*yed, with Interest, In years 6-40.



CENTS/kWb.

ALASKA POWER AUTHORITY

FOUR-DAM POOL ANALYSIS
PROJECT COSTS

YEAR



CENTS/KTTCi1

ALASKA POWER AUTHORITY

FOUR-DAM POOL ANALYSIS
PARTICIPANT PRODUCTION COSTS
WITH AND WITHOUT PROJECTS

(cents/kWh)
HO
70 -
60 -
/
40 =
- /
Without Projects-
30
20
— -With Projects (APA
- Proposal)
oo With Projects (Four-Dam Pool Proposal-
5.85%)
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ALASKA POWER AUTHORITY

FOUR-DAM POOL ANALYSIS
PRODUCTION COSTS
(cents/kWh)

YEAH
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Column No.
(€H)
@

®

4

®
©)

)
)
®

(10)
(11)

(12)
(13)

(14)
(15)

(16)

an
(18)
(19)
(20)

NOTES

Explanation
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. (D)+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 Four-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)7/10. 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 ofParticipants. Estimatedby R.W. Beck.

Col. (12)/Col. (15)/10 +Col. (11). Total productioncostswithout
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).

(Co?. (17)+Co.1. (19))/Col. (16)/10. Project costs only and CANNOT be
compared with Cols. (4), (9), and (13).
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8§ 44.83.380 Alaska Statutes § 44.83.382

@ access for the lire that woulld be installed with loan proceeds;

@ awmilability of other utility service in the area; and

® the economic feesibility of the extension of electric service with
the proceeds of the lcen. 8 1c¢ch 118 SLA 1981)

Article 9. Energy Program for Alaska.

Section Section

380. Program established 400. Energy conservation

332. Power development fund established  410. Continuing appropriation  for
384. Use of fund balance Susitna River hydroelectric project
336. Investment of fund [Repealed effective June 30, 19911
333. Allotment to projects 420. Continuing appropriation for Brad-
390. Reappropriation of fund balance ley Lake hydroelectric proect
392. Lapse of excess appropriations [Repealed effective June 30, 19831
39%. Operation of power project 425. Definitions

398. Sale of power ti*n power project

Sec. 44.83.330. Program established, @ The energy program for
Alaska s established. The program sall be adninistered by the
Alaska Power Authority.

@® 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 44.83.332. A power project may be acquired or constructed as
part of the energy program for Alaska only ifthe project is submirtted
to and approved by the legislature in accordance with procedures sst
out INAS 44.83.177 — 44.83.187.

© The provisions of AS 36.10.010 — 36.10.125 apply t© power
projects constructed by the authority under AS 44.83.380— 44.83.425.
@ 1ch 118 SLA 1981)

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

Sec. 44.83.3322. Power development fund established, @ A
power development fund isestablished in the Alaska Power Authority
1o carry out the purposes of the energy program for Alaska (AS
44.83.330 — 44.83.4%5).

® The fund includes

@ poney  appropda [ . kegislature; and

@ fﬁepéﬁled 32/ Q?Lﬁhx/éa(? 1ch 118 SLA 1981; am § 27

ch 89 SLA 1983)

Revisor's notes. — Enacted as AS amendment, repealed paragraph (2) of
44.83.410. Renumbered in 1981 subsection (b).
Effect of amendments. — The 1983
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Sec. 44.83.334. Use of fund balance, @ The fund may be used by
the authority to provide money for

@ recomaissance and fessibility studies and power project . .nance
plans prepared under AS 44.83.177 — 44.83.181;

@ the aost of a power project, including but not Timited to aosts of
acquiring necessary liaases, preparing engineering desigs, ootaining
lad, and constructing the power project;

@ the defeasance ofbonds, or the payment ofdebt service on lcans
ior or on an isste of bonds sold in connection with a power project;

@ the aost of gpeioting and maintaining power projects; and

® debt service on power projects.

® Money inthe fund may be used under @) of this section only for
a power project that

@ seconomically fessible; and

(@ provides the lonest reasonable power aost to utility customers in
the market area for the estimated life of the power project, whether
operated by mt=elfor in conjunction with other power projects in the
market area, and that operates or will gperate on one or more of the
folloving:

A renewable energy resaurces, including but not limited to
hydroelectric pover, wind, biarass, geothermal, tidal or solar ereryy,
or a method that uses temperature differentials or other physical
properties of the ocean;

® oal or peat:

(© erergy derived from waste heat; or

O fossil fiel, including ail or natural ges.

(L Notwithstanding @)@ of this section and AS 44.83.3%6 —
44.83.338, the fut. may be used by the authority to provide money for
the aost of a power project that isor was erther constructed or owned
by the United States government ifthe requirements of this subsection
aremet. The provisions of AS 44.83.177 — 44.83.187 do not apply tba
power project financed under this subsection. The authority may use
money in the fund for the aost ofa power project under this subsection
if

@ the legislature enacts a law approving the project;

@ the office ofFmanagement and budget in the Office of the Gover-
nor reviews a fessibility study and a plan offinance for the project and
determines that the fessibility study complies with the requirements
for a fessibility study submitted under AS 44.83.181(b) and that the
plan of finance camplies with the requirements for a plan of finance
submitted under AS 44.83.181(C); and

@ the project meets the other requilrements of thisdegpter. 8 1ch
118SLA 1981; am § 12ch 133 SLA 1982; am § 28 ch 63 SLA 1983; am
& 14, 15ch 89 SLA 1983)
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Revisor’s notes. — Enacted as AS
44.83.420. Renumbered in 1981

Effect of amendments. — The 1982
amendment added subsection (©).

The first 1983 amendment, substituted
"office of management and budget” for
"division of budget and management” in

A laska Statutes

8§ 44.83.390

The second 1983 amendment, rewrcte
paragraph (1) of subsection (b) and substi-
tuted "AS 44.83.396 — 44.83.398" for "'AS
44.83.394—44.83.398" and "'or wes either
constructed or owned” for *'constructed and
?/)vned’ in the first sentence of subsection
0.

paragraph (c)(2).

Sec. 44.83.3%6. Investment of fund. The Department of Revenue
gall invest the money inthe fund Inaccordance with AS 37.10.070and
37.10.075. The Department ofRevenue shr "Lprovide money inthe fund
1o the authority onlly after aosts have been incurred or amounts in the
fund have been otherwise obligated under contracts far the acouisition
and construction of a project. Amounts that have been doligated, but
forwhich aosts have not yet been incurred, may be segregated by the
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 fud. G 1ch 118SLA 1981; am § 16
ch 89 SLA 1983)

Rovisor’s notes. — Enacted as AS  beginning "costs have been incurred" for
m14.83.430. Renumbered in 198L ""a cost for a project is incuned” at the end

Effect of amendments. — The 1983  of the second sentence and added the third
amendment, substituted the language and fourth sentences.

Sec. 44.83.388. Allotment to projects, @ The authority sell
maintain records of power project allocations from the fund for each
power project

@ approved In accordance with AS 44.83.185; and

@ forwhich an allocation ismade from an gppropriation nr.de by
the legislature without specifying an appropriation o a project.

@® Income earmed from investment of money gppropriated to the
fund shall be deposited in the general fund and may be appropriated
to the fund by the legislature. (8 1 ch 118 SLA 1981)

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

Sec. 44.83.390. Reappropriation of fund balance, @ Ha power
project designated by the legislature by law s not constructed, the
amount appropriated to It may be regpnropriated to other power
projects by the legislature.

® The lggislature may reappropriate money under @) of this sec-
tian only for a power project that s economically fessible under AS
44.83.181(b) and only ifthe project will sene the market area that
would have been served by the power project designated by the legisla-
ture and not costructed. G 1 ch 118 SLA 1981)



8§ 44.83.392 State Government 8§ 44.83.396

Revisor’s notes. — Enacted as AS
44.83.450. Renumbered in 1981

Sec. 44.83.32. Lapse of excess appropriations. Ifat the end of
oonstruction of a power project appropriations for the power project
exceed the amount required for construction of it, the excess lgpses iInto
the gereral fud. B 1ch 118 SLA 1981)

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

! 9%egc.1 44.83.394. Revenue requirements. [Repealed, § 27 ch 89 SLA

Sec. 44.83.3%. Operation of power project, @ A power project
that isacquired or constructed as part ofthe energy program forAlaska
isowed, and shall be admninistered, by the authority.

® When a power project has been acquired or constructed by the
authority, the project may be operated for the authority under a
oontract or leese entered into by a qualified utdlity and the authority.

© The authority sall enter into a contract or lease under reason-
able terms and conditions to permit the gpplicant utality to operate the
power project when the applicant utillity is the only wholesale power
customer to be served directly by the power project unless the authority
determines a utillity making goplication for a contract or leese ©©
operate a power project s not a qalified utillity or is not capable of
operating that power project efficiantly and ina manner that iscosis-
tent with national standards for the Industry and with agreements
with bondholders.

@ The authority shall adopt regulations to determine the manner
of sslecting a qualified utlity to operate a power project under a
cotract or leese when there s more than one wholesale power
custorer to be served directly by the power project.

® When the authority permits a power project to be operated by a
qualified udlity under a contract or leese, the authority dall

@ review and approve the annual budget for the gperation and
maintenance of the power project; and

@ assure that the project s being operated efficiently and in a
manner that sconsistantwith national standards for the Industry and
agreements with bondholders. (8 1c¢ch 118 SLA 1981; am §8 17— 19
ch 89 SLA 1983)

Revisor's notes. — Enacted as AS guage beginning "efficiently and in a
44.83.480. Renumbered in 198L manner that is consistent” to the end of
Effect of amendments. — The 1983 subsection (¢). added "and" to the end of
amendment, deleted "b, j.e state" paragraph (1) of subsection te). and added
following "is owned" in subsection (), "and agreements with bondholders” to the
inserted "'a qualified utility or isnot” near end of paragraph (2) of subsection (€).
the end of subsection (c), added the lan-
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Sec. 44.83.398. Sale of power from power project, @ The
authority sall sl power produced from power projects acoquired or
constructed under the energy program for Alaska. For purposes of this
sctin, Lake Tyee, Swan Lake, Solomon Gulch, and Terror Lake
hydroelectric fecilities are considered to be one power project. This
power project is referred to as the inftial project

©® The authority shall establish a wholesale power rate structure
alicable to sales of power to the customers of a power project as
folloss:

@ The authority sall establish and maintain a separate wholesale
power rate goplicable 1o each power project that it has acquired or
constructed under the energy program  Alaska, other than a project
described in @) of this sectian. The wholesale power rate established by
the authority for the initial project Sall be a rate calaulated under this
paragraph except that the portion of the rate goplicable to () and ©
ofthis paragraph shall be adjusted far the hydroelectric fecilities in the
infdal project as set out in @) 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 sufficiat to pay

A goeration, maintenance, and equipment replacement aosstsofthe
power project;

® 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 Ig) of this section;

(© safety ingpections and investiigations of the power project by the

o [Reiealed, § 7ch 169SLA 1994]

@ For the purposes of determining amounts to be allocated to each
hydreelectric fecility in the initial projectunder (@) and ()(©) ofthis
Subsection, the authority shalll determiine foreach hydroelectric fecility
its individual gperation, maintenance, equipment replacement, safety
ingoection, and investigation asts.

© The authority srall transmit all the money that itreceives under
@ ofthissection tothe comissioner of revenue fordgposit in the state
gereral fund except for money ithas pledged or otherwise covenanted
1D seq

& [FenEalad, § 8 ch 169SLA 1984]

© After determining the wholesale power rate for a power project
under the provisions of this sectian, the authority may adjust the rate
or change the rate provisions 1o 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 inany trust indenture or trust agreement entered into by the
authority for the seurity of the hollders ofbonds issued to finance power
projects in the energy program for Alaska. The authority may agree
with | purchaser ofpower to limit rate incresses caused by debt service
payable by the authority on subsequent projects.
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@ The provisians of () of this sectiondo not apply toan intertie that
isauthorized as a separate project under AS 44.83.330. The authority
dhall establish and maintain separate power rate schedules goplicable
toeach intertie that ithas acquired or constructed as a separate power
project under the energy program for Alaska. The power rate schedulles
shall produce sufficiat revenue from utilties connected by the intertie
topay (D goeration, maintenance, and equipment replacement costsof
the intertie; @ debt service of the intertie; and @) safety ingpections
and investigations of the intertie by the authority. I the authority
determines that an intertiie has ceased to function as a sgparate project
and has become a part of one or more other power projects and has
become a part ofone or more other power projects as a transmission
Iire, the power rate schedulles established under this subsection sall
be terminated and a wholesale power rate gplicable o the former
intertie sall be calaulated under () of this section for the project or
projects of which ithas become a part

@ For the purposes of MY(D@) of this sscdan, a power projects
proportionete share of debt service on state loans and bonds for ail
power projects in the energy program for Alaska isegual 1o the states
investment in the power project divided by the states investment inall
power projects In the energy program for Alaska and multiplied by the
debt service on state loans and bonds for all pc ver projects in the
energy program for Alaska. In this subsection

@ 'state’s investiment in the power project” includes alll state money
invested in a power project, including laars, grants, and proceeds from
bonds, less the principal repayments on the project’s proportionate
share of debt service on state loans and bonds;

@ 'state’s investment in all pov/er projects in the &~ Tgy program
for Alaska'™ includes all state money invested in the power projects,
other than interties, inthe energy program forAlaska, including lcars,
grants, and proceeds from bonds, less the principal repayments on
bonds and state loans issued for the power projects.

) Notwithstanding (@) of this sectian, in the 1983 state fisal year
the proportionate share of debt service under () of this ssction,
exressed as a rate, for a power project for which a construction
contract has been awarded before June 25, 1982 may not exceed the
average debt jervice component of the wholesale power rate for all
power projects in the energy program for Alaska. The limit imposed by
this subsection all be Increased in the 1984 state fisal year © four
percent above the average debt service component of the wholesale
power rate forall power projects in the energy program for Alaska and
by an additional four percent above that average in each succeeding
state fisal year. Happlication of this subsection results in the produc-
tion of Insuffic;ent revenue to pay the total debt service for all projects
inthe energy program forAlaska, a project that does not have itsshare
ofdebt service limited under this subsection sall be subject toa rate
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in addition 1o the rate established under () of this section. The addi-
tical rate s the rate that the authority estimates s necessary O
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, nultiplied by
a fraction whose numerator s the total aost of the project and whose
denominator isthe total aosst ofall of the projects that are subject to the
additioal 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 @) of this secion:

@® The authority may place in a separate interest bearing account

money appropriated t© the authority as a loan far the purpose of
meeting the operating expenses of a fecility in the infal 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, whiich
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 fedlity, as limited by the terms
of power sales agreements with power purchasers from that fecility. A

loan made in accordance with this subsection s not a state loan for
purposes of calculating the wholesale power rate under Q) of this
sction. @ 1ch 118 SLA 1981; am §8 13— 16 ch 133 SLA 1982; am

& 20— 23 ch 89 SLA 1983; am § 125 ch 6 SLA 1984; am § 2-8ch
169 SLA 1934)

Revisor’'s note9. — Enacted as AS
44.83.490. Renumbered in 1981

Effect of amendments. — The 1982
amendment, in subsection Ib), substituted
"a power project” for "‘the power project' in
the introductory language, substituted
" e” for "single” and "each power
project” for "all power projects” in the first
sentence of paragraph (1), added "other
than a project described in (f) of this sec-
tion" to the end of the first sentei j of
paragraph (1), inserted “or rmore
frequen as may be necessary” in the
introductory language of the second sen-
tence of paragraph 11), substituted “power
Drgject” for “power projects” in subpara-
grap’ (D)(A) and (O), added "the power
project’s proportionate share of the™ to the
b ginning of subparagraph (1)IB), substi-
.uted the language beginning “on state
loans and bonds" for "of the power
projects” in subparagraph (1)(B). substi-
tuted "separate” for "single” and “each
poner project that is' for "all
projects that it has” in the first sentence of
paragraph (2), inserted “or nore
frequently 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 (2)(A) and (2)(B)(iiii, and substi-

present provisions  of
subparagraph (2)(B)(ii) for the former pro-
visions. which read: *'debt service of power
projects by the authority; and.” In subsec-
tion (¢, the amendment substituted
"under () of this section” for “'under Ib) of
this section” and "money it has pledged to
secure bonds in accordance with contracts
with bondholders” for "the noney it
receives under (b)()(A) and (B) ad
<D)(2)(B)(i) and (ii). or the money it would
have received under (b)(1)(A) and (B) and
Ib)((B)() and (||) 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 (). the amendment sub-
stituted "a wholesale” for "the wholesale”
and "or(fi” in the first sentence and added
the second sentence. The amendment also
added subsections tf) — (h).

The 1983 amendment, substituted "July
1, 1991" for "July 1 1986” near the
beginning of paragraph (2) of subsection
ib), substituted "or otherwise covenanted
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to seaure bonds™ for "to secure bonds in
accordance with  ocontracts  with
bondholders™ at the end of subsection ().
rewrote subsection le). and added the last
sentence of subsection ih).

The first 1984 amendment made a tech
nical change in the last sentence in subsec
tion (O.

The second 1984 amendment added sub-
section (i), repealed former paragraph (2)
of subsection Ib), relating to a separate
wholesale power rate beginning July 1,
1991, and repealed former subsection 1d),
relating to industrial consumer rate3. The
1984 amendment also, in subsection 1a),

State Government

§ 44.83.420

introductory paragraph, relating to a util-
ity that purchases power produced by a
power project of the authority, and, in the
remaining language, added tho last two
sentences; in subsection Ib), substituted
"the customers™ for "its customers at the
busbar” in the introductory language,
inserted the second sentence in the
introductory paragraph of paragraph (1),
and added paragraph |3); in subsection le),
added the second sentence and substituted
"energy program’ for "Energy Program*
in the first sentence; and the
internal reference in the first sentence in
the introductory paragraph of subsection

deleted former paragraphs (1) and (2) and = g
the former last sentence in the

Sec. 44.83.400. Energy conservation. The authority sall ensure

@ that conmunities that berefit from the energy program for
Alaska implement aost-effective energy conservation measures for
residenaes, commercial and public buildings, and industries; and

@ that conmunities sall fulfill their resposibilrties under () of
this section by cooperating with state agencies concermed with
development and conservation of energy, including but not limited t©

(A the Alaska Public Utilrties Commission;

® the Department of Community and Regional Affairs; and

© tre division of business laas, Department of Commerce am!
Economiic Development. (8 1ch 118 SLA 1981; am § 5ch 79 SLA 1983)

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

Effect of amendments. — The 1983
amendment, substituted "Department of .
Community and Regional Affairs” for

"division of energy and poner
development, Department of Commerce
ic Development” in paragraph

Sec. 44.83.410. Continuing appropriation for Susitna River
Hydroelectric project. [Repealed effective June 30,1991] The sum
of 8100,000,000 is appropriated on July 1, 1984 and the sum of
8200,000,000 s appropriated on July 1 ofeach subsequent fisal year
fron the gereral fund t© the authority for deposit in the power
development fund (AS 44.83.332) for the purpose of equity investment
in, and rate stabilization T, the Susitma River hydroelectric project.
@ 314 ch 171 SLA 1984; r § 317 ch 171 SLA 1984)

Postponed repeal. — This section is  tions made in 88 313—315 and 319 of ch
repealed effective June 30, 1991 171, SLA 1984, which enacted this section,

Editor's notes. — Section 316, ch. 171,  are not one-year appropriations and do not
SLA 1984, provides that the appropria- 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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0f350.000,000 isappropriated ai. My 1, of each fisal year from the
gereral fund t© the authority for deposit in the power development
fund (AS 44.83.332) for the purpose of equity investment in, and rate
stabilization far, the Bradley Lake hydroelectriic project. 8 314 ¢ch 171
SLA 1984; r § 318 ch 171 SLA 19849

Postponed repeal. — This section is tions made in 5 313—315 and 319 of ch
repealed effective June 30. 1988. 171, SLA 1984. which enacted this section,

Editor’s notes. — Section 316. ch. 171, are not one-vear appropriations and do not
SLA 1984, provides that the appropria- lapse under AS 37.25.010.

Sec. 44.83.425. Definitions. In AS 44.83.380 — 44.83.45.

@ "bus bar'* means the substation that sernves as the delivery point
from the generation and transmission system of the authority to the
transmission and distribution system of the utility;

(@ ''debt service” means the amounts covenanted with respect o, or
pledged to pay, bonds under a trust agreement securing bonds;

13) "“fund” means the power development fund established by AS
44.83.332;

@ "indsstrial consumer'” means a customer of a utlity which
customer has a peak power demand inexcess of500 kilonatts and uses
the power principally for

A manufacturing;

® pipelire transportation;

(© the recovery or processing of mirerals;

©) the processing of tinber, agricultural, or seafood products or
their by-products; or

the operation of fecilities owned by the federal govermment;

5 rgalifiedutlity’means an electricutility that iscertifiedby the
Alaska Public Utilities Commission to sene all or part of a market
area that isserved orwill be served by the power project, and that the
authority determines s capable of gperating and maintaining the
power project. 68 1 ch 118 SLA 1981; am 8§ 24 ch 89 SLA 1933)

Revisor’'s notes. — Enacted as AS amendment, rewrote the definition of
44.83.510. Renumbered in 1981 "'debt service” in paragraph (2).
Effect of amendments. — The 1983

Chapter 8. Alaska Municipal Bond Bank

Authority.
Section Section
05. Legislative findings 70. StafT
10. Legislative palicy 80. Powers of bond bank authority
20. Municipal Bond Bank Authority 90. Limitations
30. Membership and vacancies %. Regulations
40. Officers, quorum, and meetings 100. Annual report and audit
50. Bonding of members 110. Annual budget
60. Compensation and expenses 120. Care and custody of bonds
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Article 9. Power Development 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. Creation of fund, @ There Bsestablished in the
Department of Commerce and Economic Development the power
development revolving loan fund t© carry out the purpose of AS
44.33.600 — 44.33.630. The fund may be used for no other purpose.

@® The fund cosists of

@ appropriations 1o the fund by the legislature;

@ repayments of principal to the fua; and

@ income from investment of money iIn the fund and from loans
made from the fud. B8 1ch 169 SLA 1934)

Sec. 44.33.610. Powers and duties of department in adminis-
tering the fund, @ The department may make a loan from the power
development revolving loan fund to the Alaska Power Authority forthe
purpose of financing a power project acquired or constructed by the
authority under the energy program for Alaska (AS 44.83.380 —
44.83.4%5). Repayment ofa loan from the fund must be made with the
proceeds from the sale afpower from projects in the energy program for
Alaska. Except as provided INAS 44.83.38(1), the payments required
1t be made by the authority on a loan from the fund costitute debt
sendee for the purpose of calaullating the wholesale power rate InAS
24.83.380)(D)-

©® After completion of a firal plan of finance and approval of a
project under AS 44.83.185(C), a loan may be made from the fund for

@ the aost or a portion of the aost of firal design, acguisition, and
construction of a power project;

@ defeasance or payment ofbonds or notes of the authority issued
for a power project;

@ the establisment of a resene fund for renewalls and replace-
ments for the operation ofa completed power project; and

@ any other project related expenses including those described In
AS 44.83.38(1)- 8 1ch 169 SLA 1934

Sec. 44.33.620. Loan terms, @& A loan from the fund must be
repaid in accordance with the terms that the department determines to
be gppropriate. In establishing the terms, including provision for a
retum o the state of an amount in excess of the principal anount of
the loen, the department sall consider the revenue that the authority
ocould reasonablly derive from the salle of power from the projects based
upon

@O de market rate of interest for a loan of conparable siz and
duration at the time the loan ismade; and
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@ the estimated aosts of altermative sources of energy guteratarai
for utiliities purchasing power from a project financedwitha a i irtej
the fud.

@® The department may agree with the authority o dosr
repayment ofa lcen. However, the loan must be repaid in fa® dutnrag
the periad of the loan agreement.

© A lcan 1o the authority from the fund may not exceed =5Asal &
@ 1ch 16? SLA 1984

Sec. 44.33.630. Definitions. In AS 44.33.600— 44.33.635

@ “authority” means the Alaska Power Authority;

@ "'department’” means the Department of Commerce ad- Eas-
nomic Development;

@ "fund” means the power development revolving loan feid:;

@ '"power project’ means a project acquired or constructed dacer
the energy program forAlaska, AS 44.83.380— 44.83.45.  1ch
SLA 19849

Chapter 35. Department of Military and Ve m m

Affairs.
Section Section
10 Adjutant general 30. Construction of memorial!, v Alaska
20. Duties of department veterans

Sec. 44.36.010. Adjutant gereral. The principal executiveomaw
of the P nartment of Military and Veterans” Affairs is the _Tdartorit
gereral 6 15 ch 64 SLA 1959; am E.O. No. 58, § 20 (1984))

Effect of amendments. — The 1984 2d, Military, and Civil Defense. 9 iS. I9u
amendment inserted "and Veterans’.” 3. 37.
Collateral references. — 53 Am. Jur. 57 CJ.S., Militia, § 11

Sec. 44.35.020. Duties of department. The Department of Msill-
tary and Veterans’Affairs sall

@ conduct the military affairs of the state as prescribed by ihe
Military Code; and

@ ocooperate with the federal government inmatters ofmutual can-
cem pertaining to the welfare of Alaskan veterans, including estab-
lishirg, extending, or strengthening services for veterans in Alr-da.
@ 15ch 64 SLA 1959; am E.O. No. 53, 5 21 (1989))

Effect of amendments. — The 1,’4 by the Military Code.”
amendment rewrote and restructured this Editor’'s notes. — For the MDiiary
section, which formerly read "The Depart-  Code of Alaska, see AS 26.05.
ment of Military Affairs shall conduct the Collateral references. — 53 Am -Jur.
military affairs of the state as prescribed  2d, Military, and Civil Defense, § 1etiseq
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