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C r a m e r
4 / 2 1 / 8 6

y

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

I N  T H E  S E N A T E  B Y  T H E  F I N A N C E  C O M M I T T E E

C S  F O R  S E N A T E  B I L L  N O .  4 6 8  ( F i n a n c e )

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

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  c r e a t i n g  t h e  R a i l b e l t  e n e r g y  c o u n c i l ;  a n d

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  F I N D I N G S .  T h e  l e g i s l a t u r e  f i n d s  t h a t

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

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

p r i v a t e  s e c t o r  t o  p r o v i d e  a d e q u a t e  p o w e r  a t  r e a s o n a b l e  c o s t ;

( 2 )  s t a t e  f u n d s  a v a i l a b l e  f o r  e n e r g y  d e v e l o p m e n t  s h o u l d  b e  u s e d  

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

t h e m s e l v e s ;

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

o f  g e n e r a t i n g  r e g i o n a l  p o w e r  r a t h e r  t h a n  r e l y i n g  o n  t h e  s t a t e ;

( 4 )  e n e r g y  p l a n n i n g  a n d  f i n a n c i n g  m u s t  b e  e f f i c i e n t  a n d  c o s t -

e f f e c t i v e ;

( 5 )  t h e  R a i l b e l t  e n e r g y  f u n d  s h o u l d  b e  u s e d  a s  l e v e r a g e  t o  

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

*  S e c .  2 .  C O U N C I L  C R E A T E D .  ( a )  T h e  R a i l b e l t  e n e r g y  c o u n c i l  i s  e s t a b ­

l i s h e d  t o

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

m e e t  t h e  f u t u r e  e n e r g y  n e e d s  o f  s o u t h c e n t r a l  A l a s k a ;

( 2 )  r e c o m m e n d  t h e  b e s t  u n i f i e d  o p t i o n s  f o r  p l a n n i n g ,  f i n a n c i n g ,  

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

( 3 )  c o o p e r a t e  w i t h  t h e  A l a s k a  P o w e r  A u t h o r i t y  t o  e x a m i n e  t h e  

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

-1- CSSB 468(Fin)
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( 4 )  d e t e r m i n e  w h e t h e r  a  r e g i o n a l  u t i l i t y  o r g a n i z a t i o n  c a n  o p e r ­

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

( 5 )  e x a m i n e  a l t e r n a t i v e s  a n d  r e c o m m e n d  t h e  b e s t  m e t h o d  " f o r  

m e e t i n g  p r o j e c t e d  R a i l b e l t  e l e c t r i c a l  e n e r g y  d e m a n d ;

( 6 )  r e c o m m e n d  w h e t h e r  t h e  1 9 8 7  l e g i s l a t u r e  s h o u l d  a p p r o v e  s u b ­

m i s s i o n  o f  a n  a p p l i c a t i o n  f o r  a  F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  l i ­

c e n s e  f o r  a  p r o j e c t  i n  t h e  S u s i t n a  R i v e r  b a s i n ;

( 7 )  r e c o m m e n d  h o w  t o  r e s t r u c t u r e  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  

A l a s k a  P o w e r  A u t h o r i t y  t o  i m p r o v e  i t s  e f f e c t i v e n e s s  a n d  e f f i c i e n c y ;

( 8 )  r e c o m m e n d  t h e  o p t i m u m  t i m e  f o r  i n s t a l l i n g  t h e  t h i r d  4 5  

m e g a w a t t  u n i t  a t  t h e  B r a d l e y  L a k e  p r o j e c t ;

( 9 )  r e c o m m e n d  w h e t h e r  i t  i s  p r e f e r a b l e  t o  i n s t a l l  a  n e w  p o w e r  

i n t e r t i e  b e t w e e n  A n c h o r a g e  a n d  K e n a i  o r  t o  u p g r a d e  t h e  e x i s t i n g  l i n e ;  a n d

( 1 0 )  r e c o m m e n d  h o w  b e s t  t o  i m p r o v e  a n d  u t i l i z e  A l a s k a ' s  l o n g  t e r m  

e n e r g y  p l a n  u n d e r  A S  4 4 . 8 3 . 2 2 4 .

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

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

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

r e p r e s e n t a t i v e  a p p o i n t e d  b y  t h e  s p e a k e r  o f  t h e  h o u s e ;  a n d  o n e  r e p r e s e n t a ­

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

( c )  B y  F e b r u a r y  1 5 ,  1 9 8 7 ,  t h e  c o u n c i l  s h a l l  r e p o r t  i t s  r e c o m m e n d a ­

t i o n s  t o  t h e  l e g i s l a t u r e .

*  S e c .  3 .  T h i s  A c t  i s  r e p e a l e d  J u n e  3 0 ,  1 9 8 7 .

*  S e c .  4 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . -

1 0 . 0 7 0 ( c ) .

C S S B  4 6 8 ( F i n )  
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S E C T I O N A L  A N A L Y S I S

CS FOR SENATE BILL NO. 468 (F inance) , an Act c r e a t in g  the 
R a i l b e l t  energy c o u n c i l

S e c t io n  l . Conta ins f in d in g s  th a t  s h i f t  the r e s p o n s ib i l i t y  
fo r  d e ve lo p ing  low cost energy from the  s ta te  to  p r iv a t e  
sec to r u t i l i t i e s .  Th is  s e c t io n  says th a t  s ta te  funds 
shou ld  be used o n ly  when necessary to  a s s is t  the  f in a n c in g  
o f energy p ro je c ts  by p r iv a t e  u t i l i t i e s .

%

Sec t io n  2. Creates the R a i l b e l t  energy counc i. l to  adv ise 
about the  use o f energy funds fo r  the R a i l b e l t ,  to  adv ice  
on op t io ns  fo r  deve lop ing  and opera t ing  power f a c i l i t i e s ,  
and to  cons id e r o ther matters d e a l in g  w ith  fu tu re  power 
development i n  t h is  locale.- The s e c t io n  requ ire s  the 
c o u n c i l  to  repo rt i t s  recommendations to  the  le g is la t u r e  by 
February 15th o f next year.
T h is  s e c t io n  a ls o  e s ta b l is h e s  the membership o f the  c o u n c i l 
to  in c lu d e  seven members o f R a i l b e l t  u t i l i t i e s ,  four 
le g is la t o r s ,  and two appo intees by the Governor.
S e c t io n  3. Repeals the Act on June 30 of next year .
S e c t io n  4. G ives the  Act an immediate e f f e c t iv e  date .
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T e s t i m o n y  o f  D r .  J o y c e  M u r p h y
P r e s i d e n t  o f  t h e  B o a r d  

C h u g a c h  E l e c t r i c  A s s o c i a t i o n

S e n a t o r  F a i k s  -  S e n a t o r  S a c k e t t  
-  L a d i e s  a n d  G e n t l e m e n  o f  t h e  c o m m i t t e e :

T h a n k  y o u  f o r  a l l o w i n g  m e  t h e  t i m e  t o  s p e a k  b e f o r e  y o u  t h i s  
a f t e r n o o n .

M y  n a m e  i s  D r .  J o y c e  M u r p h y .  I  a m  p r e s i d e n t  o f  t h e  b o a r d  o f  
d i r e c t o r s  o f  C h u g a c h  e l e c t r i c  a s s o c i a t i o n .  C E A  i s  t h e  
l a r g e s t  p r o d u c e r  o f  e l e c t r i c  e n e r g y  i n  t h e  s t a t e .  W e  s e r v e  
n e a r l y  3 / 4  o f  t h e  s t a t e  p o p u l a t i o n .  O u r  m e m b e r / c o n s u m e r s  a r e  
v e r y  c o n c e r n e d  a b o u t  t h e  e n e r g y  n e e d s  o f  t h e  r a i l b e l t  a r e a  
a n d  t h e  a l l o c a t i o n  o f  t h e  f u n d s  d e s i g n a t e d  f o r  t h e  r a i l b e l t  
e n e r g y  u s e .

C h u g a c h  E l e c t r i c  A s s o c i a t i o n  s u p p o r t s  t h e  e s t a b l i s h m e n t  o f  a  
r a i l b e l t  e n e r g y  f u n d  i n t o  w h i c h  t h e  $ 2 0 0  p l u s  m i l l i o n  
( i n c l u d i n g  a c c r u e d  i n t e r e s t )  w o u l d  b e  d e p o s i t e d  C E A  c o n c u r s  
w i t h  t h e  o t h e r  r a i l b e l t  u t i l i t i e s  t h a t  t h e s e  f u n d s  s h o u l d  b e  
s e t  a s i d e  i n  a  t r u s t  f u n d  t o  b e  u s e d  f o r  r a i l b e l t  e n e r g y  
n e e d s .

W e  a l s o  a r e  i n  f a v o r  o f  t h e  e s t a b l i s h m e n t  o f  a  r a i l b e l t  
c o u n c i l  w h i c h  w o u l d  b r i n g  a l l  t h e  c o n c e r n e d  p a r t i e s  t o g e t h e r  
t o  e v a l u a t e  a l l  o f  t h e  o p t i o n s  a n d  t o  m a k e  a  r e c o m m e n d a t i o n  
o n  t h e  b e s t  o p t i o n  o r  o p t i o n s  f o r  t h e  u s e  o f  t h e s e  f u n d s .  I t
i s  a l s o  i m p o r t a n t  t h a t  t h e  c o u n c i l  w o r k  t o g e t h e r  t o  d e t e r m i n e  
t h e  e n e r g y  f u t u r e  o f  t h e  r a i l b e l t  a r e a  a n d  w h a t  t h e  b e s t  
o p t i o n s  a r e  t o  m e e t  t h e s e  e n e r g y  n e e d s .  W e  b e l i e v e  t h e r e  i s  
a  n e e d  f o r  c o m m u n i t y  i n p u t  f r o m  t h e  c o n s u m e r  a n d  t h i s  c o u n c i l  
c o u l d  a c t  a s  a  f o r u m  f o r  t h i s  p u r p o s e .  W e  w o u l d  s u p p o r t  a  
s p e c i f i c  t i m e  f r a m e  f o r  t h e  c o u n c i l ' s  e x i s t e n c e  a n d  f o r  i t s  
r e c o m m e n d a t i o n s  t o  b e  m a d e  t o  t h e  1 9 8 7  l e g i s l a t i v e  b o d y .

T h a n k  y o u  f o r  y o u r  h e l p  o n  t h i s  v e r y  i m p o r t a n t  i s s u e  t h a t  
a f f e c t s  a l l  c o n s u m e r s  i n  t h e  r a i l b e l t  a r e a .



M U N I C I P A L I T Y  O P  A N C H O R A G E  

M E M O R A N D U M

D A T E :  A p r i l  9 ,  1 9 8 6

T O :  M e m b e r s  o f  t h e  A n c h o r g ^ e  C a

F R O M :  M a y o r  T o n y  K n o w l e s

S U B J E C T :  R a i l b e l t  E n e r g y  C o n f f 6 r / n f c e

O n  A p r i l  3 ,  1 9 8 6  a  s p e c i a l  o n e - d a y  c o n f e r e n c e  w a s  h e l d  a t  
t h e  M a t - S u  L o d g e  i n  W a s i l l a  t o  a d d r e s s  r a i l b e l t  e n e r g y  
m a t t e r s .  P a r t i c i p a n t s  i n c l u d e d  M a y o r s  a n d  o t h e r  l o c a l  
g o v e r n m e n t  r e p r e s e n t a t i v e s  f r o m  c o m m u n i t i e s  t h r o u g h o u t  t h e  
r a i l b e l t .  A l l  o f  t h e  u t i l i t i e s  s e r v i n g  t h e  r a i l b e l t  w e r e  
r e p r e s e n t e d  b y  m a n a g e r s  a n d / o r  d i r e c t o r s .  A  n u m b e r  o f  u t i ­
l i t y  b o a r d  m e m b e r s ,  a d v i s o r y  b o a r d  m e m b e r s  a n d  m e m b e r s  o f  
t h e  p u b l i c  a l s o  a t t e n d e d .  T h e  h i g h  d e g r e e  o f  p a r t i c i p a t i o n  
i n  t h e  c o n f e r e n c e  t e s t i f i e s  t o  t h e  c r i t i c a l  i m p o r t a n c e  o f  
c u r r e n t  e n e r g y  i s s u e s  t o  e a c h  o f  t h e  r a i l b e l t  c o m m u n i t i e s .

I n  t h e  b e g i n n i n g  o f  t h e  c o n f e r e n c e ,  l o c a l  g o v e r n m e n t  o f f i ­
c i a l s  a n d  u t i l i t y  m a n a g e r s  a n d  d i r e c t o r s  m e t  s e p a r a t e l y  t o  
d i s c u s s  s e v e r a l  m a j o r  i s s u e s .  T h e  t w o  g r o u p s  l a t e r  c o n v e n e d ,  
T h e  p r i n c i p a l  a g e n d a  i t e m s  w e r e  p r o t e c t i o n  o f  t h e  e x i s t i n g  
p o w e r  d e v e l o p m e n t £ £ f t a t  h a d  b e e n  d e s i g n a t e d f w t d -  f o r  t h e  
S u s i t n a  P r o j e c t ,  c r e a t i o n  o f  a  r a i l b e l t  e n e r g y  f u n d  f r o m  
t h e s e  e x i s t i n g  m o n i e s ,  a n d  t h e  p o t e n t i a l  f o r  j o i n t  e f f o r t s  
a m o n g  t h e  u t i l i t i e s  t o w a r d  t h e  c r e a t i o n  o f  a  n e w  r a i l b e l t  
e n e r g y  e n t i t y  f o r  f u t u r e  p o w e r  p l a n n i n g  a n d  d e v e l o p m e n t  i n  
t h e  r a i l b e l t .  A t t a c h e d  a r e  t h e  r e s o l u t i o n s  w h i c h  t h e  M a y o r s  
a n d  t h e  u t i l i t y  m a n a g e r s  a n d  d i r e c t o r s  p a s s e d  c o n c e r n i n g  
t h e s e  i s s u e s .

T h e r e  w a s  u n a n i m o u s  a g r e e m e n t  a m o n g  t h e  c o n f e r e n c e  p a r t i ­
c i p a n t s  t h a t  t h e  e x i s t i n g  P o w e r  D e v e l o p m e n t  F u n d  f o r  t h e  
S u s i t n a  P r o j e c t ,  p l u s  i n t e r e s t ,  b e  t r a n s f e r r e d  t o  a  n e w  a n d  
s e p a r a t e  a c c o u n t  f o r  r a i l b e l t  e n e r g y ,  a n d  t h a t  t h e s e  f u n d s  
n o t  b e  s p e n t  b y  t h e  S t a t e  u n t i l  f u r t h e r  r e c o m m e n d a t i o n s  a r e  
m a d e .  T h e  c o n f e r e n c e  e n d o r s e d  s t r o n g  p a r t i c i p a t i o n  a n d  
l e a d e r s h i p  b y  t h e  r a i l b e l t  c o m m u n i t i e s  a n d  u t i l i t i e s  i n  
f o r m u l a t i n g  a n y  r e c o m m e n d a t i o n s  f o r  f u t u r e  u s e  o f  t h e  f u n d ,  
a n d  s p o k e  s p e c i f i c a l l y  t o  s e v e r a l  e f f o r t s .



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

S e c o n d ,  t h e  c o n f e r e n c e  e n d o r s e d  a  j o i n t  s t u d y  b y  a l l  r a i l b e l t  
u t i l i t i e s  o n  t h e  f e a s i b i l i t y  o f  f o r m i n g  a  r a i l b e l t  g e n e r a t i o n  
a n d  t r a n s m i s s i o n  u t i l i t y .  E a c h  o f  t h e  u t i l i t i e s  w i l l  n o w  
s e e k  t h e  a p p r o p r i a t e  a u t h o r i t y  a n d  f u n d i n g  f r o m  t h e i r  
r e s p e c t i v e  g o v e r n i n g  b o d i e s  s o  t h a t  t h e  s t u d y  c a n  b e g i n  a s  
s o o n  a s  p o s s i b l e .  T h e  j o i n t  s t u d y  o n  t h e  f e a s i b i l i t y  o f  
f o r m i n g  a  r a i l b e l t  g e n e r a t i o n  a n d  t r a n s m i s s i o n  u t i l i t y  
s h o u l d  c o m p l e m e n t  t h e  e f f o r t s  o f  a n y  a d v i s o r y  g r o u p  
e s t a b l i s h e d  p u r s u a n t  t o  S t a t e  l e g i s l a t i o n .  T h e s e  e f f o r t s  
s h o u l d  r e s u l t  i n  t h e  f o r m a t i o n  o f  a  l o c a l l y  d i r e c t e d  e n e r g y  
e n t i t y  f o r  t h e  r a i l b e l t .  T h e  c o n f e r e n c e  r e s o l v e d  t h a t  t h e  
n e w  r a i l b e l t  e n e r g y  f u n d  s h o u l d  b e  c o n s e r v e d  u n t i l  s u c h  a  
n e w  e n t i t y  i s  o r g a n i z e d .

D u r i n g  m y  r e c e n t  v i s i t  t o  J u n e a u  c o n c e r n i n g  r a i l b e l t  e n e r g y  
m a t t e r s ,  w e  h a d  a n  o p p o r t u n i t y  t o  d i s c u s s  b r i e f l y  s o m e  o f  
t h e  I m p o r t a n t  i s s u e s  w h i c h  w e r e  a d d r e s s e d  a t  t h e  W a s i l l a  
c o n f e r e n c e ,  i n c l u d i n g  c r e a t i o n  o f  a  r a i l b e l t  e n e r g y  f u n d  a n d  
t h e  f o r m u l a t i o n  o f  a  r a i l b e l t  g e n e r a t i o n  a n d  t r a n s m i s s i o n  
u t i l i t y .  I  w a s  g r e a t l y  e n c o u r a g e d  b y  t h e  h i g h  d e g r e e  o f  
c o n c e p t u a l  a g r e e m e n t  a n d  t h e  s u p p o r t  f o r  t h e  l e a d e r s h i p  r o l e  
o f  t h e  r a i l b e l t  w h i c h  w e  a d v o c a t e d .

T h e  W a s i l l a  c o n f e r e n c e  w a s  a n  o u t s t a n d i n g  s u c c e s s .  I t  
d e m o n s t r a t e s  c l e a r l y  t h a t  r a i l b e l t  c o m m u n i t i e s  a n d  u t i l i t i e s  
d o  h a v e  t h e  a b i l i t y  t o  t u r n  o u r  c o m m o n  c o n c e r n s  i n t o  
p o s i t i v e  a c t i o n .  W h i l e  t h e  c o n f e r e n c e  w a s  o n l y  a  f i r s t  
s t e p ,  i t  w a s  a  s i g n i f i c a n t  o n e .  P e o p l e  l o n g  a s s o c i a t e d  w i t h  
u t i l i t y  a n d  e n e r g y  i s s u e s  i n  t h e  r a i l b e l t  c a n n o t  r e c a l l  a  
s i m i l a r  g a t h e r i n g .  O u r  j o b  n o w  i s  t o  m o v e  f o r w a r d  a n d  t o  
i m p l e m e n t  t h e  r e s o l u t i o n s  w e  p a s s e d .  I  k n o w  y o u  w i l l  d o  
y o u r  p a r t  I n  t h i s  e f f o r t .  I  t h a n k  y o u  o n  b e h a l f  o f  a l l  t h e  
c o n f e r e n c e  p a r t i c i p a n t s .  I  f i r m l y  b e l i e v e  w e  h a v e  s e t  a  
c o u r s e  w h i c h  w i l l  r e s u l t  i n  t h e  b e s t  d e c i s i o n s  f o r  f u t u r e  
p o w e r  g e n e r a t i o n  n e e d s  t h r o u g h o u t  t h e  r a i l b e l t .



CHUGACH ELECTRIC ASSOCIATION 
Anchorage, Alaska

April 8, 1986

A  q u e s t i o n  o f  u n i f i c a t i o n

As Anchorage developed following World War II, the city-owned 
electric utility could not supply power beyond what was then its 
boundaries. Chugach Electric Association was formed to fill the void 
and as Anchorage grew, so did Chugach. Anchorage residents have 
long talked o f the benefits o f  unifying the area's two electric utilities, 
and Chugach began to explore this possibility almost a year ago.

B A C K G R O U N D :  Chugach supplies power to nearly three-quarters o f 
the state's population through retail sales to 60,000 consumers in the 
Anchorage and upper Kenai Peninsula area and wholesale sales to 
Matanuska Electric Association, Homer Electric Association, the City 
o f Seward, Golden Valley Electric Association and Fairbanks 
Municipal Utilities System. Energy sales totaled 1.9 billion kilowatt 
hours in 1985, with revenues o f $104.7 million and margins o f $14.5 
million. A non-profit cooperative dedicated to providing the best
service at the lowest cost, Chugach has not raised its rates for more 
than 2 1/2 years, and its monthly bills are the lowest in Alaska.

Anchorage Municipal Light & Power (ML&P) is an enterprise fund o f 
the Municipality o f  Anchorage. It supplies electricity to 28,000 
consumers and provides about 16 percent o f the power in
Southcentral Alaska. Its 1984 revenues totaled $40.9 million. ML&P 
recently filed for a 16.13 percent rate increase.



THE CONCEPT OF M ERGER: Last year, Anchorage Mayor Tony 
Knowles asked Dr. Joyce Murphy, the president o f Chugach, to chair a 
blue ribbon committee to study the feasibility o f  a merger between 
Chugach and ML&P. The committee asked both utilities to present 
merger proposals. Merger, however, is a highly complex business 
decision that requires specialized assistance. Chugach hired Coopers 
& Lybrand, one o f the world's largest accounting firms, to analyze the 
financial feasibility o f consolidating the two utilities. The initial 
Coopers & Lybrand study concentrated on the relative impact this 
consolidation would have on consumer rates and the financial health 
o f  the emerging utility.

THE INITIAL COOPERS & LYBRAND STUDY: This initial study 
concluded that a merged utility with Chugach as the surviving entity 
was preferable:

• In its first year o f operation, a combined utility with Chugach 
as the survivor would need almost $2 million less in additional 
revenues than would the two utilities operating as separate 
entities, and $10 million less than a merged utility with ML&P 
as the survivor. As the years pass, the difference becomes 
increasingly significant. This translates into lower rates for 
everyone, both now and in the future.

• Chugach is in excellent financial health. This financial 
strength, combined with its size, enables it to competitively 
seek inexpensive capital in today's financial market. This 
financial strength would be enhanced through a unified utility.

O TH ER BEN EFITS: The staffs o f the two utilities undertook a joint 
study to examine potential cost savings from combining the two 
utilities. The conclusion:

• A combined utility would save ratepayers between $3 million 
and $5 million each year.

The results o f  these studies were presented to the blue ribbon 
committee which concluded that there were benefits to be achieved 
through a merger, and that further merger options should be studied.



RECENT M ERGER DEVELOPM ENTS: The State’s decision to abandon 
the Susitna hydroelectric project made available more than $200 
million in outstanding state appropriations. Anchorage Mayor Tony 
Knowles called Railbelt utilities and mayors together in Wasilla on 
April 3 to discuss the fate o f the $200+ million and to ask them to 
support his newly-unveiled plan to form a Railbelt generation and 
transmission utility (G&T) to control the $200+ million. The utilities
and mayors passed two resolutions:

• To ask State lawmakers to place the $200+ million into a 
special Railbelt energy fund.

• To form a Railbelt Energy Advisory Committee to develop 
recommendations to the next Legislature on use o f the $200+ 
million.

The group stopped short o f  endorsing the mayor's plan to form a new 
Railbelt G&T utility. A resolution was passed asking the governing 
bodies (city councils and boards o f directors) to consider funding a 
feasibility study o f a Railbelt G&T.

Significant concerns were raised about the mayor's attempt to
narrow the focus o f  the study to a single merger alternative,
particularly as the mayor offered no financial data to support his
plan.

PRESENT U TILITY UNIFICATION EFFORTS: Coopers & Lybrand is 
finalizing a financial analysis o f the mayor's proposal. The initial 
results o f this report should be available before Chugach's Annual 
Membership Meeting on April 23.

I



R E S O L U T I O N

W H E R E A S ,  t h e  m a y o r s  o f  t h e  R a i l b e l t  c o m m u n i t i e s  h a v e  c o n v e n e d  a  s p e c i a l  

c o n f e r e n c e  a t  W a s i l l a  t o  a d d r e s s  R a i l b e l t  e n e r g y  m a t t e r s ,  a n d

W H E R E A S ,  t h e  A l a s k a  S t a t e  L e g i s l a t u r e  i s  c u r r e n t l y  a d d r e s s i n g  t h e  s u b ­

j e c t  i n  p r o p o s e d  l e g i s l a t i o n  c r e a t i n g  a n d  a p p r o p r i a t i n g  f o r  a  R a i l b e l t  e n e r g y

f u n d ,  a n d

W H E R E A S ,  a  R a i l b e l t  e n e r g y  f u n d  w o u l d  b e n e f i t  t h e  c o n s u m e r s  a n d  c o m ­

m u n i t i e s  i n  t h e  R a i l b e l t  a r e a  f o r  m a n y  y e a r s  i n t o  t h e  f u t u r e ,  t h e n

T H E R E F O R E ,  b e  i t  r e s o l v e d  t h a t :

T h e  R a i l b e l t  m a y o r s  c o n v e n e d  a t  W a s i l l a  d o  e n d o r s e  t h e  c o n c e p t  o f  a

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

a p p r o p r i a t e d  t o  t h e  P o w e r  D e v e l o p m e n t  F u n d  f o r  t h e  S u s i t n a  P r o j e c t ,  a n d

B E  I T  F U R T H E R  R E S O L V E D  T H A T :

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

t h e  S t a t e  o f  A l a s k a  f o r  t h e  R a i l b e l t  c o m m u n i t i e s  u n t i l  s u c h  t i m e  t h a t  a  R a i l b e l t  

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

f o r  f u t u r e  p o w e r  g e n e r a t i o n  n e e d s .

B E  I T  F U R T H E R  R E S O L V E D  T H A T :

T h e  R a i l b e l t  m a y o r s  s u p p o r t  t h e  r e s o l u t i o n s  o f  t h e  u t i l i t y  m a n a g e r s .

R e s o l u t i o n  p a s s e d  b y  R a i l b e l t  m a y o r s  a n d  m a y o r s '  r e p r e s e n t a t i v e s  t h i s  3 r d  d a y  o f  

A p r i l ,  1 9 8 6  a t  W a s i l l a ,  A l a s k a .



R E S O L U T I O N

WHEREAS, utility managers and directors of the Railbelt communities 
have convened a special conference at Wasilla to address Railbelt energy mat­
ters , and

WHEREAS, the Alaska State Legislature is currently considering proposed 
legislation creating and appropriating a Railbelt energy fund, and

WHEREAS, a Railbelt energy fund would benefit utility consumers in the 
Railbelt area for many years into the future, then

THEREFORE, be it resolved that:

The Railbelt mayors, utility managers and directors, convened at 
Wasilla to endorse the concept of a Railbelt energy fund within the general fund 
and consisting of all of the funds appropriated to the Power Development Fund 
for the Susitna Project.

BE IT FURTHER RESOLVED THAT:

The Railbelt mayors, utility managers and directors advocate management 
of the fund by the State of Alaska until such time that a Railbelt energy coun­
cil is convened and makes further recommendations to the next session of the 
legislature.

Resolution passed by Railbelt utility managers and directors this 3rd day of 
April, 1986 at Wasilla, Alaska.



R E S O L U T I O N

WHEREAS, the mayors, and the u t i l i t y  managers and d i rec to r s  o f  the 
R a i l b e l t  communities convened at a spec ia l  conference at  Was i l l a  to address 
R a i l b e l t  energy matters ,  hereby

RESOLVE that the mayors, and u t i l i t y  managers and d i rec to r s  support the 
establ ishment o f  an advisory group cons is t ing o f ;  one member from each o f  the 
r a i l b e l t  u t i l i t i e s ,  one member from both the House and Senate o f  the Alaska 
Leg i s l a tu r e ,  one publ ic member, and the Executive Di recto r  o f  the Alaska Power 
Author i ty ,  and f u r ther

RESOLVE that th i s  advisory group advise the l e g i s l a tu r e  on the develop­
ment o f  a long term energy plan to meet the needs o f  R a i l b e l t  consumers.

Reso lut ion passed by R a i l b e l t  u t i l i t y  managers and d i r ec to r s  th i s  3rd day o f  
Ap r i l ,  1986 at Was i l l a ,  Alaska.



R E S O L U T I O N

W H E R E A S ,  t h e  u t i l i t y  m a n a g e r s  a n d  d i r e c t o r s  o f  t h e  R a i l b e l t  c o m m u n i t i e s  

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

t e r s ,  b e  i t

R E S O L V E D  t h a t  t h i s  g r o u p  r e c o m m e n d  t o  t h e i r  r e s p e c t i v e  g o v e r n i n g  b o d i e s  

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

t i o n  a n d  t r a n s m i s s i o n  u t i l i t y .

Resolution passed by Railbelt utility managers and directors this 3rd day of 
April, 1986 at Wasilla, Alaska.



S t a t e  o f  A l a s k a

OFFICE O F  T H C  B O V E R N O R  

J o  K B A U

M E M O R A N D U M

r e c e i v e d  

A P R  2 1 9 3 5  

m a y o r s  o f f ic e

T O :  T h e  H o n o r a b l e  T o n y  K n o w l e s
M a y o r
M u n i c i p a l i t y  o f  A n c h o r a g e

F R O M :  B i l l -  S h e f f i e l d
G o v e r n o r

S U B J E C T :  R a i l b e l t  E n e r g y  P l a n n i n g  P r o p o s a l

D A T E :  A p r i l  2 ,  1 9 8 6

T h a n k  y o u  f o r  b r i e f i n g  m e  y e s t e r d a y  o n  y o u r  p r o p o s a l  t h a t  R a i l b e l t  
u t i l i t i e s  g e t  t o g e t h e r  a n d  f o r m  a  g e n e r a t i o n  a n d  t r a n s m i s s i o n  e n t i t y  
t h a t  w o u l d  l e a v e  p o w e r  d i s t r i b u t i o n  t o  l o c a l  e n t i t i e s .  I  e n c o u r a g e  y o u  
t o  p u r s u e  t h e  p o s s i b i l i t y  o f  s u c h  a n  o r g a n i z a t i o n  f o r  t h e  p u r p o s e  o f *  
d o i n g  p o w e r  p l a n n i n g  f o r  t h e  R a i l b e l t  r e g i o n .  - A s  I  i n d i c a t e d  d u r i n g  
o u r  m e e t i n g ,  I  b e l i e v e  t h e r e  n e e d s  t o  b e  a  f o r m a l  o r g a n i z a t i o n  o f  s o m e  
k i j i d  b r i n g i n g  t h e  u t i l i t i e s  t o g e t h e r  i f  t h e y  e v e r  h o p e  t o  f i n a n c e  a n y  
m a j o r  p r o j e c t s .

A s  y o u  p u r s u e  t h e  f o r m a t i o n  o f  s u c h  a n  o r g a n i z a t i o n ,  A P A  w i l l  b e  
p r o c e e d i n g  t o  u n d e r t a k e  a  c o m p l e t e  r e v i e w  a n d  e x a m i n a t i o n  o f  a l l  
p o t e n t i a l  a l t e r n a t i v e  s o u r c e s  o f  e l e c t r i c a l  e n e r g y  f o r  m e e t i n g  
R a i l b e l t  r e q u i r e m e n t s ;  t h i s  r e v i e w  s h a l l  i n c l u d e  c o a l ,  C o o k  I n l e t  ■ 
n a t u r a l  g a s , - N o r t h  S l o p e  n a t u r a l  g a s ,  h y d r o e l e c t r i c  ( i n c l u d i n g  
p r o j e c t s  i n  t h e  S u s i t n a  B a s i n  s u c h  a s  D e v i l  C a n y o n ) ,  a l t e r n a t i v e  
s o u r c e s  o f  r e n e w a b l e  a n d  n o n r e n e w a b l e  e n e r g y ,  a n d  e n e r g y  c o n s e r v a t i o n .

A l l  t h i s  d a t a  c o u l d  b e  m a d e  a v a i l a b l e  b y  t h e  s t a t e  t o  a  g e n e r a t i o n  a n d  
t r a n s m i s s i o n  u t i l i t y  c o m p r i s e d  o f  R a i l b e l t  u s e r  g r o u p s  i f  s u c h  a n  
o r g a n i z a t i o n  w e r e  f o r m e d .  F i n a n c i n g  a n d  c o n s t r u c t i o n  o f  a n y  s u b s e q u e n t  
p o w e r - p r o d u c i n g  p r o j e c t  m i g h t  t h e n  b e c o m e  t h e  r e s p o n s i b i l i t y  o f  t h e  
G & T  e n t i t y ,  a s  I  u n d e r s t a n d  y o u r  p r o p o s a l .

A s  I  t o l d  y o u ,  I  r e m a i n  v e r y  s u p p o r t i v e  o f  t h e  $ 2 0 0  m i l l i o n  i n  t h e  o l d  
S u s i t n a  p o w e r  d e v e l o p m e n t  f u n d  b e i n g  u s e d  f o r  f u t u r e  R a i l b e l t  e n e r g y  
n e e d s .

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

c c :  J o y c e  M u r p h y ,  C h a i r
C h u g a c h  E l e c t r i c  A s s o c i a t i o n

b c c :  B o b  M i l l e r



P R O P O S E D  R A I L B E L T  E L E C T R I C  G E N E R A T I O N  

A N D  T R A N S M I S S I O N  C O O P E R A T I V E

• R e g i o n a l  C o n t r o l  o f  E l e c t r i c  G e n e r a t i o n  a n d  T r a n s m i s s i o n

• L o c a l  C o n t r o l  o f  E l e c t r i c  D i s t r i b u t i o n

Utilities w o r k i n g  t o g e t h e r  to:

• P l a n  a n d  b u i l d  r e g i o n a l  p o w e r  p r o j e c t s  w h i c h  b e n e f i t  all e l e c t r i c  utilities a n d  c o n s u m e r s .

• P l a n  a n d  b u i l d  reliable e l e c t r i c  t r a n s m i s s i o n  facilities t h r o u g h o u t  t h e  r e g i o n .

• O f f e r  reliable e l e c t r i c  p o w e r  t o  ail railbelt c o m m u n i t i e s  a t  t h e  l o w e s t  p o s s i b l e  rate, n o w  

a n d  in t h e  f u t u r e .

• I m p r o v e  e m e r g e n c y  p l a n n i n g .



CHUGACH ELECTRIC ASSOCIATION, INC.
A n c h o r a g e ,  A l a s k a

M a r c h  2 8 ,  1 9 8 6

T O :  D r .  J o y c e  M u r p h y ,  P r e s i d e n t ,  B o a r d  o f  D i j ^ e c t p r s

F R O M :  R o b e r t  M a r t i n ,  J r . ,  G e n e r a l  M a n a ^ e r ^

S U B J E C T :  R e s t r u c t u r i n g  t h e  A P A  B o a r d ;  E s t a b l i s h i n g ^  B o d y  t o
D i r e c t  t h e  U s e  o f  $ 2 0 0  M i l l i o n  f o r  R a i l b e T t  E n e r g y  
P r o j e c t s ,  a n d ;  R e d e f i n i n g  t h e  F u n c t i o n s  o f  t h e  A P A .

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

T h e  m o s t  i m m e d i a t e  o p p o r t u n i t y  i s  t o  t a k e  a c t i o n  t o  e n s u r e  t h a t  
t h e  $ 2 0 0  m i l l i o n  i s  s e t  a s i d e  f o r  e n e r g y  p r o j e c t s  i n  S o u t h c e n t r a l  
A l a s k a  w h i l e  d e t e r m i n e d  w h a t  v i a b l e  o p t i o n s  e x i s t  f o r  s u c h  u s e  o f  
t h e s e  f u n d s .

T h e  n e x t  o p p o r t u n i t y  i s  t o  r e s t r u c t u r e  t h e  A P A  B o a r d  s o  t h a t  i t  
c o m e s  u n d e r  t h e  i n f l u e n c e  o f  t h e  s t a t e ' s  u t i l i t i e s  a n d  i s  l e s s  
s u b j e c t  t o  d y n a m i c  p o l i t i c a l  f o r c e s .

F i n a l l y ,  t h e  l a s t  p r i o r i t y  i s  t h e  r e s t r u c t u r i n g  o f  t h e  A l a s k a  
P o w e r  A u t h o r i t y  ( A P A ) .  T h i s  t h e  l a s t  p r i o r i t y  b e c a u s e  i t  w i l l  
r e q u i r e  t h e  m o s t  c o n s i d e r a t i o n  b y  t h e  l e g i s l a t u r e  b e f o r e  a c t i o n  
c o u l d  b e  t a k e n .

B y  a t t a c k i n g  t h e s e  o p p o r t u n i t i e s  i n  t h i s  o r d e r  i t  p u t s  C h u g a c h  
a n d  t h e  o t h e r  r a i l b e l t  u t i l i t i e s  i n  a  m o r e  a d v a n t a g e o u s  p o s i t i o n  
t o  e n s u r e  t h a t  a p p r o p r i a t e d  f u n d s  a r e  u s e d  t o  t h e  r a i l b e l t ' s  
a d v a n t a g e  a n d  t h a t  t h e  s t a t e ' s  u t i l i t i e s  h a v e  a  g r e a t e r  s a y  i n  
t h e i r  d e s t i n y .  A l s o ,  i f  o n e  o r  m o r e  o f  t h e s e  o b j e c t i v e s  f a i l s  o r .  
i s  m o d i f i e d  t o  b e  l e s s  a d v a n t a g e o u s  i t  d o e s  n o t  d e s t r o y  t h e  
p o s s i b i l i t y  o f  b e i n g  s u c c e s s f u l  i n  t h e  o t h e r  g o a l s .

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

F i r s t ,  r e q u e s t  t h a t  H B   h a v e  t h e  f o l l o w i n g  m a k e u p  o f  - T "
d i r e c t o r s :

F i v e  d i r e c t o r s  b e  e l e c t e d  f r o m  t h e  r a i l b e l t ' s  s e v e h  
u t i l i t i e s  b y  a  s i m p l e  m a j o r i t y  v o t e  w i t h  e a c h  d i r e c t o r  t o  
c o m e  f r o m  a  d i f f e r e n t  u t i l i t y .  D i r e c t o r s  s h o u l d  b e  t h r e e  
f r o m  m a n a g e m e n t  a n d  t w o  f r o m  p o l i c y  b o d i e s  t o  g i v e  t h e  
m a x i m u m  s t a b i l i t y  b u t  r e t a i n  c r o s s  s e c t i o n a l  r e p r e s e n t a t i o n .
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-  O n e  d i r e c t o r  e a c h  b e  e l e c t e d  f r o m  t h e  B u s h  u t i l i t i e s  
a n d  f r o m  t h e  S o u t h e a s t .  D i r e c t o r s  c o u l d  b e  e i t h e r  p o l i c y  o r  
m a n a g e m e n t  e l e c t e d  b y  a  s i m p l e  m a j o r i t y .

T w o  d i r e c t o r s  b e  a p p o i n t e d  b y  t h e  G o v e r n o r  o r  o n e  
a p p o i n t e d  b y  t h e  G o v e r n o r  a n d  o n e  b y  t h e  L e g i s l a t u r e .

S e c o n d ,  c h a r g e  t h e  n e w  b o d y  w i t h  s t u d y i n g  t h e  b e s t  u s e  o f  t h e  
$ 2 0 0  m i l l i o n  r a i l b e l t  f u n d .  B e c a u s e  t h e  r a i l b e l t  m a k e s  u p  a  
m a j o r i t y  o f  t h e  v o t i n g  m e m b e r s ,  t h e  i n t e g r i t y  o f  r a i l b e l t  p u r p o s e  
w o u l d  b e  a s s u r e d .  T h e  n e w  b o d y  c o u l d  b e  c h a r g e d  w i l r h  t h e  a p p r o ­
p r i a t i o n  o f  t h e  f u n d s  i n  t h e i r  e n t i r e t y  o r  i n  p a r t s  a n d  s h o u l d  b e  
g i v e n  a  d e a d l i n e  t o  d o  s o  t o  a v o i d  e n t a n g l i n g  t h e  f u n d s  i n  a  
s u b s e q u e n t  l e g i s l a t i v e  s e s s i o n .

B y  s e t t i n g  u p  t h i s  b o d y ,  g i v i n g  i t  a  d e f i n i t e  r e s p o n s i b i l i t y  a n d  
a  t i m e  c e r t a i n  i n  w h i c h  i t  h a d  t o  a c t ,  t h e  m a x i m u m  b e n e f i t  c o u l d  
b e  r e a l i z e . d  i n  t h e  m i n i m u m  a m o u n t  o f  t i m e .  I t  w o u l d  h a v e  t h e  
f o l l o w i n g  a d v a n t a g e s :

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

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

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

I t  w o u l d  s e t  t h e  s t a g e  f o r  t h e  s e c o n d  p h a s e  o f  t h e  
r e o r g a n i z a t i o n  o f  t h e  A P A  a n d  m i n i m i z e  t h e  a l a r m  w i t h i n  t h e  
A P A  a n d  i t s  a l l i e s .

L a s t ,  t h e  a t t a c h e d  o u t l i n e  f o r  a  n e w  o r g a n i z a t i o n a l  s t r u c t u r e  f o r  
t h e  A P A  c o u l d  b e  i n t r o d u c e d  a s  l e g i s l a t i v e  h i s t o r y  t o  t h e  a b o v e  
b i l l  a l o n g  w i t h  t h e  l e g i s l a t i v e  r e q u i r e m e n t  t h a t  t h e  n e w  b o d y  u s e  
t h i s  o u t l i n e  t o  c o m e  b a c k  t o  t h e  l e g i s l a t u r e  w i t h  d r a f t  l e g i s l a ­
t i o n  i n  t h e  1 9 8 7  L e g i s l a t i v e  s e s s i o n .  T h i s  w o u l d  b e  a d v a n t a g e o u s  
f o r  t h e  f o l l o w i n g  r e a s o n s :

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

I t  w o u l d  s e p a r a t e  t h e  t h r e e  i s s u e s  s o  t h a t  i f  t h e  
r e o r g a n i z a t i o n  o f  t h e  A P A  u l t i m a t e l y  f a i l e d  t h e  u t i l i t i e s  
w o u l d  s t i l l  h a v e  c o n t r o l  o f  t h e  A P A  a n d  t h e  d i s p o s i t i o n  o f  
t h e  $ 2 0 0  m i l l i o n .
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I t  would come up i n  a non e le c t io n  year when c a r e f u l ly  
c ra fted  l e g is la t io n  i s  more l i k e l y .

I t  would g ive  us time to do our homework i n  regard to 
the u lt im a te  r am if ic a t io n s  o f t h is  proposa l, research tax 
quest ions AFTER the new tax b i l l  has passed and the two 
county r u le  debate i s  s e t t le d .

Th is memo i s  b r ie f  and o u t l in e s  the major advantages o f t h is  
p a r t ic u la r  course o f a c t io n . There are, o f  course, many v a r ia ­
t io n s  to t h is  c e n t r a l theme and the opportun ity  to modify the 
p lan  as a b a rga in in g  to o l (w ithout s u b s ta n t ia l ly  weakening i t )  
when before the L eg is la tu re  has the p o t e n t ia l  to strengthen 
support fo r i t .
The major d isadvantage i s  tha t the l e g is la t i v e  process cou ld , i f  
not g iven  s u f f i c ie n t  a t te n t io n , stray from cur in te n t io n s  and 
become something other than tha t which would b e n e f i t  the r a i l b e l t  
u t i l i t i e s  most.



C o o p e r s
& L y b r a n d

certified public accountants 550 West Seventh Avenue 
Suite 600
Anchorage, Alaska 99501-3558 
telephone (907) 274-3602

in principal areas of the world

Resident Partners

One Sealaska Plaza 
Suite 302
Juneau, Alaska 99801-1249
telephone (907.' '>86-8011 F e b r u a r y  1 3 ,  1 9 8 6

Anchorage 
Lee E. Fisher 
Walter D. Alexander 
Richard G. Carson 
Gary T. Postlethwait

Juneau 
Peter B. McDowell

D r .  J o y c e  M u r p h y ,  P r e s i d e n t  
C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  I n c .
P . O .  B o x  1 9 6 3 0 0  
A n c h o r a g e ,  A X  9 9 5 1 9 - 6 3 0 0

D e a r  D r .  M u r p h y :

W e  a r e  p l e a s e d  t o  e n c l o s e  o u r  r e p o r t  o n  t h e  i n i t i a l  s t u d y  o f  
t h e  p r o p o s e d  m e r g e r  b e t w e e n  C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  
I n c .  a n d  A n c h o r a g e  M u n i c i p a l  L i g h t  a n d  P o w e r .  T h i s  r e p o r t  
h a s  b e e n  p r e p a r e d  b y  u s ,  a c t i n g  a s  y o u r  f i n a n c i a l  a d v i s o r s  
r e g a r d i n g  t h e  p r o p o s e d  m e r g e r ,  f r o m  i n f o r m a t i o n  f u r n i s h e d  b y  
m a n a g e m e n t .

W e  h o p e  t h a t  y o u  a n d  y o u r  f e l l o w  b o a r d  m e m b e r s  f i n d  t h i s  
r e p o r t  u s e f u l  i n  y o u r  d e l i b e r a t i o n s .  I f  y o u  r e q u i r e  f u r t h e r  
a s s i s t a n c e ,  p l e a s e  c o n t a c t  P e t e r  M c D o w e l l .

Y o u r s  v e r y  t r u l y ,

C O O P E R S  & L Y B R A N D

P B M / s c

E n c l o s u r e



REPORT ON THE IN IT IAL STUDY 
OF THE PROPOSED MERGER BETWEEN 

CHUGACH ELECTRIC ASSOCIATION, INC.
AND

ANCHORAGE MUNICIPAL LIGHT AND POWER

EXECUTIVE SUMMARY

Th is c o n f id e n t ia l  memorandum has been prepared by Coopers & 
Lybrand as f in a n c ia l  adv isors to  Chugach E le c t r i c  A ssoc ia t io n , 
In c .  regard ing  the p o ss ib le  merger of Chugach E le c t r i c  
A ssoc ia t io n , In c .  and Anchorage M un ic ip a l L ig h t  and Power, from 
in fo rm at ion  fu rn ished  to Coopers & Lybrand by the management of 
Chugach E le c t r i c  A ssoc ia t io n , In c .
Wh ile the in fo rm at ion  conta ined h e re in  i s  b e l ie v e d  to  be 
accurate , Coopers & Lybrand express ly  d is c la im s  any and a l l  
l i a b i l i t y  fo r  represen ta t ions , expressed or im p l ie d , conta ined 
i n ,  or fo r  om issions from, t h is  memorandum.



I N I T I A L  S T U D Y  O F  
T H E  P R O P O S E D  M E R G E R  B E T W E E N  

C H U G A C H  E L E C T R I C  A S S O C I A T I O N ,  I N C .
A N D

M U N I C I P A L  L I G H T  A N D  P O W E R

• O v e r v i e w  o f  I n i t i a l  S t u d y  P r o c e s s

•  R e v i e w  o f  F i n a n c i a l  F i n d i n g s  o f  
M e r g e r  A n a l y s i s

• R e v i e w  o f  N o n f i n d n c i a l  A s p e c t s  
o f  M e r g e r  A n a l y s i s

R e v i e w  o f  P o l i t i c a l  C o n s i d e r a t i o n  
o f  M e r g e r



O V E R V I E W  OF 
INITIAL STUDY PROCESS

P u r p o s e  w a s  t o  r e v i e w  C E A  a n d  
M L & P  m e r g e r  p r o p o s a l s  a s  
p r e s e n t e d

F o c u s  w a s  o n  p o t e n t i a l  f i n a n c i a l  
c o s t s  a n d  b e n e f i t s  t o  d e t e r m i n e :

-  I f  c o n c e p t  o f  a  m e r g e r  
w a r r a n t e d  f u r t h e r  
c o n s i d e r a t i o n

- W h e t h e r  e i t h e r  . p r o p o s a l  w a s  
c l e a r l y  p r e f e r a b l e

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



Merger Proposals

C E A  P R O P O S A L

•  C E A  a c q u i r e  a l l  M L & P  a s s e t s

•  M L & P  d e b t  r e f i n a n c e d / p a i d  o f f

M L & P  P R O P O S A L

•  C E A  a s s e t s  a c q u i r e d  w i t h  G & T  
a s s e t s  o u t s i d e  M u n i c i p a l i t y  

t r a n s f e r r e d  t o  A E G & T

•  R E A  d e b t  t r a n s f e r r e d  t o  
A E G & T  o r  r e f i n a n c e d  w i t h  
M L & P  t a x  e x e m p t  d e b t

«* A E G & T  w o u l d  s e r v i c e  H E ^ ,  
M E A  a n d  C i t y  o f  S e w a r d



Results of Initial Study

C O N C E P T  O F  A  M E R G E R  W A R R A N T S  F U R T H E R  

C O N S I D E R A T I O N

• A  m e r g e r  h a s  p o t e n t i a l  f o r  s i g n i f i c a n t  b e n e f i t s  t o

r a t e  p a y e r s  t h r o u g h  l o w e r  r a t e s

• R e s u l t i n g  e n t i t y  w o u l d  b e  b e t t e r  a b l e  t o  a b s o r b

c o s t  c h a n g e s

C E A ' S  P R O P O S A L  O F  M E R G I N G  M L & P  I N T O  C E A  I S  

P R E F E R A B L E

.• O v e r a l l  r e s u l t s  a f f i r m  t h i s  c o n c l u s i o n

A R E A S  F O R  F U R T H E R  S T U D Y  A N D  P L A N N I N G  H A V E  B E E N  

I D E N T I F I E D

F i n a n c i n g  a l t e r n a t i v e s

• N o n f i n a n c i a l  i s s u e s



REVIEW OF FINANCIAL FINDINGS 
OF M E R G E R  ANALYSIS

Fundamental Concerns in Merger 
Analysis

A N T I C I P A T E D  B E N E F I T S  E X C E E D  C O S T S

• F i n a n c i a l  b e n e f i t s  a n d  c o s t s

•  N o n f i n a n c i a l  b e n e f i t s  a n d  c o s t s

L O N G - T E R M  V I A B I L I T Y  O F  P O S T  M E R G E R  
V E R S U S  P R E - M E R G E R  E N T I T Y  S H O U L D  B E  A S  
G O O D  O R  B E T T E R

U S E  O F  B E S T  C A S E  A N D  W O R S T  C A S E  A N D  
O T H E R  A S S U M P T I O N S



Financial Findings: 
Key Considerations

D A T A

L I M I T E D  R E V I E W

B E S T  A N D  W O R S T  C A S E  
A S S U M P T I O N S

A N A L Y S I S  F O C U S E S  O N  
A D D I T I O N A L  R E V E N U E  
R E Q U I R E M E N T S

R A T E  A S S U M P T I O N S

F U E L  C O S T S

T I E R  A N D  D E B T  C O V E R A G E

T R E A T M E N T  O F  S P I N O F F  
A S S E T S

E Q U I T Y  V A L U E

I N C O M E  T A X E S  P A I D  B Y  C E A

F I N A N C I N G  C O S T S



Financial Findings: 
Requirements to Raise Rates

P O T E N T I A L  R E Q U I R E M E N T  F O R  R A I S I N G  
C U S T O M E R  R A T E S  I S  S H O W N  B Y  
A D D I T I O N A L  R E V E N U E  R E Q U I R E D

• A n a l y s i s  s h o w s  l e s s  a d d i t i o n a l
r e v e n u e  r e q u i r e d  w i t h  m e r g e r  t h a n  
w i t h  s e p a r a t e  e n t i t i e s

• B e n e f i t s  e x c e e d  c o s t s

C E A  A S  S U R V I V O R  H A S  L O W E S T  
R E Q U I R E M E N T  F O R  A D D I T I O N A L  R E V E N U E

C H A R T  1  S H O W S  R E L A T I O N S H I P  O F  
A D D I T I O N A L  R E V E N U E  R E Q U I R E D





Financial Findings: 
Cash Flow

C A S H  F L O W  S U F F I C I E N T  U N D E R  A L L  C A S E S  
F O R  P R O J E C T E D  N E E D S

C E A  A S  S U R V I V O R  H A S  S L I G H T L Y  H I G H E R  
B A L A N C E S

B E N E F I T  O F  S I G N I F I C A N T  C A S H  B A L A N C E S  
N O T  F U L L Y  R E F L E C T E D  I N  P R O J E C T I O N S ,  
S U C H  A S :

•  R e d u c e d  b o r r o w i n g

•  H i g h e r  i n t e r e s t  e a r n i n g s

•  A l t e r n a t i v e  f i n a n c i n g s

C H A R T  2  S H O W S  R E L A T I O N S H I P  O F  C A S H  
B A L A N C E S
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Financial Findings: 
Members' Equity &  Equity Ratio

M E R G E R  E Q U I T Y  I S  S I G N I F I C A N T L Y  
L O W E R  T H A N  C U R R E N T  E Q U I T Y  I N  
S E P A R A T E  E N T I T I E S

C E A  A S  S U R V I V O R  H A S  M O R E  
E Q U I T Y  T H A N  M L & P  A S  S U R V I V O R

T R E N D  I S  F O R  G R O W T H  I N  E Q U I T Y

C H A R T  3  A N D  4  S H O W  R E L A T I V E  
E Q U I T Y  L E V E L S  A N D  P E R C E N T A G E S
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Financial Findings: 
Fuel Costs

w

M E R G E D  E N T I T I E S  H A V E  B L E N D E D  F U E L  
C O S T S

C E A  A S  S U R V I V O R  H A S  S I G N I F I C A N T L Y  
L O W E R  F U E L  C O S T S  T H A N  M L & P  
B E C A U S E :

• S p i n o f f  o f  G  &  T  a s s e t s  w i t h  l o w  
c o s t  f u e l  s u p p l y  t o  A E G & T  l i n d e r  
M L & P  p r o p o s a l

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

C H A R T  5  S H O W S  R E L A T I V E  F U E L  C O S T S
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Financial Findings 
Viability

A L L  E N T I T I E S  A P P E A R  V I A B L E ,  
H O W E V E R :

•  L i m i t e d  r e v i e w  o f  d a t a

•  L i m i t e d  t i m e  f r a m e  f o r  r e v i e w  
( 1 9 8 6 - 1 9 8 9 )

C E A  S U R V I V O R  A P P E A R S  B E T T E R  A B L E  
T O  M A N A G E  D E B T  L E V E L S

• M L & P  t r a d i t i o n a l l y  h i g h e r  e q u i t y  
l e v e l s

•  M u n i c i p a l i t y  o f  A n c h o r a g e  a n d  
M L & P  d e b t  q u a l i t y  i s s u e s



Financial Findings: 
Areas for Further Study

F I N A N C I N G  A L T E R N A T I V E S

•  R E A

• L e a s i n g

•  D e f e a s a n c e

• T a x a b l e  S u b s i d i a r y

C O S T S

• T r a n s a c t i o n  C o s t s

•  O n g o i n g  C o s t s



REVIEW OF 
NONFXNANCIAL ASPECTS OF 

M E R G E R  ANALYSIS

A B I L I T Y  T O  C O N S U M M A T E  T H E  
T R A N S A C T I O N

L E G A L  A S P E C T S
•  A p p r o v a l s :  R E A ,  M u n i c i p a l i t y  

o f  A n c h o r a g e ,  A P U C
• T r a n s f e r s  o f  A s s e t s ,

C o n t r a c t s ,  e t c .
•  A n t i - T r u s t

P E R S O N N E L  A S P E C T S
•  M a n a g e m e n t  f o r  s u r v i v i n g  

e n t i t y
•  S t a f f  i n t e g r a t i o n

U n i o n  i n t e g r a t i o n  
-  P e n s i o n  a n d  E m p l o y e e  

B e n e f i t s  i n t e g r a t i o n

R A T E  S H A R I N G  A N D  C O S T  S H A R I N G  
P O L I C I E S

S Y S T E M S  I N T E G R A T I O N
• E n g i n e e r i n g
•  M a n a g e m e n t  R e p o r t i n g
•  A c c o u n t i n g



REVIEW OF POLITICAL 
CONSIDERATIONS OF M E R G E R

T H E  E N V I R O N M E N T

D E A L I N G  W I T H  C O N F L I C T I N G  
G O A L S  A N D  P O S I T I O N S
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A  N EW  E N E R G Y  PROG RA M  F O R  A L A S K A

A n  O u t l i n e  O f  P r o p o s e d  L e g i s l a t i o n

Title I O f f i c e  O f  E l e c t r i c  P o w e r  A f f a i r s

T i t l e  V I

T i t l e  I V

T i t l e  V

T i t l e  I I

T i t l e  I I I

P o w e r  P r o j e c t  F e a s i b i l i t y  S t u d y  P r o g r a m  

P o w e r  P r o j e c t  F i n a n c i a l  A s s i s t a n c e  P r o g r a m  

P o w e r  C o s t  E q u a l i z a t i o n  P r o g r a m  

I n s t i t u t i o n a l  A r r a n g e m e n t s  F o r  P o w e r  S u p p l y  

T r a n s f e r  O f  M i s c e l l a n e o u s  F u n c t i o n s

T I T L E  I .  O F F I C E  O F  E L E C T R I C  P O W E R  A F F A I R S

A n  - O f f i c e  o f  E l e c t r i c  P o w e r  A f f a i r s  w i l l  b e  e s t a b l i s h e d  
w i t h i n  t h e  D e p a r t m e n t  o f  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 .  T h e  
O f f i c e  w i l l  h a v e  r e s p o n s i b i l i t y  f o r  a d m i n i s t e r i n g  t h e  p r o g r a m s  
e s t a b l i s h e d  . u n d e r  T i t l e s  I I ,  I I I ,  a n d  I V .  T h e  O f f i c e  w i l l  b e  
h e a d e d  b y  a  D e p u t y  D i r e c t o r  o f  t h e  D e p a r t m e n t .

T I T L E  I I .  P O W E R  P R O J E C T  F E A S I B I L I T Y  S T U D Y  P R O G R A M

( 1 )  P r e l i m i n a r y  i n v e s t i g a t i o n s . U p o n  r e q u e s t  f r o m  a n y  
c o m m u n i t y  o r  e l e c t r i c  u t i l i t y ,  t h e  O f f i c e  o f  E l e c t r i c  P o w e r  A f ­
f a i r s  w i l l  m a k e  a v a i l a b l e  t o  s u c h  c o m m u n i t y  o r  u t i l i t y  a  s u f f i - '  
c i e n t  n u m b e r  o f  q u a l i f i e d  p e r s o n n e l  ( e i t h e r  e m p l o y e e s  o f  t h e  
O f f i c e  o r  c o n s u l t a n t s )  t o  m a k e  a  p r e l i m i n a r y  i n v e s t i g a t i o n  o f  
t h e  f e a s i b i l i t y  a n d  c o s t - e f f e c t i v e n e s s  o f  p o t e n t i a l  e l e c t r i c  
p o w e r  g e n e r a t i n g  r e s o u r c e s ,  c o n s e r v a t i o n  m e a s u r e s ,  o r  t r a n s m i s ­
s i o n  f a c i l i t i e s  w h . i c h  s u c h  c o m m u n i t y  o r  u t i l i t y  i s  c o n s i d e r i n g  
f o r  d e v e l o p m e n t .

( 2 )  D e t a i l e d  e n g i n e e r i n g  d e s i g n  s t u d i e s .  I f  t h e  O f f i c e  
d e t e r m i n e s ,  o n  t h e  b a s i s  o f  t h e  p r e l i m i n a r y  i n v e s t i g a t i o n  a n d  i n  
a c c o r d a n c e  w i t h  c r i t e r i a  d e v e l o p e d  b y  t h e  O f f i c e ,  t h a t  t h e  p o ­
t e n t i a l  g e n e r a t i n g  r e s o u r c e ,  c o n s e r v a t i o n  m e a s u r e ,  o r  t r a n s m i s ­
s i o n  f a c i l i t y  i s  l i k e l y  t o  b e  f e a s i b l e  a n d  c o s t - e f f e c t i v e ,  t h e n  
t h e  O f f i c e  m a y  r e q u e s t  a n  a p p r o p r i a t i o n  t o  f u n d  a  d e t a i l e d  e n ­
g i n e e r i n g  d e s i g n  s t u d y  t o  b e  c o n d u c t e d  b y  a n  i n d e p e n d e n t  p r o f e s ­
s i o n a l  e n g i n e e r i n g  f i r m .  N o  c o m m u n i t y  o r  u t i l i t y  w i l l  b e  e l i g ­
i b l e  t o  r e c e i v e  s u c h  a n  a p p r o p r i a t i o n ,  h o w e v e r ,  u n l e s s  i t  e n t e r s  
i n t o  a  w r i t t e n  a g r e e m e n t  w i t h  t h e  O f f i c e  i n  w h i c h  t h e  c o m m u n i t y  
o r  u t i l i t y  a g r e e s  t o  p a y  a t  l e a s t  t w e n t y - f i v e  p e r c e n t  ( 2 5 % )  o f  
t h e  c o s t  o f  s u c h  s t u d y  a n d  t o  s e l e c t  t h e  f i r m  t o  p e r f o r m  t h e  
s t u d y  t h r o u g h  a  p r o c e s s  o f  b i d d i n g  o r  n e g o t i a t i o n  a p p r o v e d  b y  
t h e  O f f i c e .



f

( 1 )  F o r m s  o f  p o t e n t i a l  a s s i s t a n c e .  G e n e r a t i n g  r e s o u r c e s ,  
c o n s e r v a t i o n  m e a s u r e s ,  a n d  t r a n s m i s s i o n  f a c i l i t i e s  t o  b e  o w n e d  
a n d  o p e r a t e d  b y  c o m m u n i t i e s  a n d / o r  u t i l i t i e s  w i l l  b e  e l i g i b l e  
f o r  f i n a n c i a l  a s s i s t a n c e  f r o m  t h e  S t a t e  o f  A l a s k a  i n  t h e  f o r m  o f  
g r a n t s  a n d / o r  l o a n s  i n  o r d e r  t o  h e l p  m e e t  o r  r e d u c e  t h e  c a p i t a l  
c o s t  a n d / o r  a s s o c i a t e d  d e b t  s e r v i c e  e x p e n s e s  o f  s u c h  r e s o u r c e s ,  
m e a s u r e s ,  o r  f a c i l i t i e s .

( 2 )  A p p l i c a t i o n  f o r  f i n a n c i a l  a s s i s t a n c e . A l l  a p p l i c a ­
t i o n s  f o r  f i n a n c i a l  a s s i s t a n c e  w i l l  b e  m a d e  t o  t h e  O f f i c e  o f  
E l e c t r i c  P o w e r  A f f a i r s .  T h e  O f f i c e  w i l l  e s t a b l i s h  p r o c e d u r e s  
f o r  t h e  f o r m ,  t i m i n g ,  a n d  c o n t e n t  o f  s u c h  a p p l i c a t i o n s .  S u c h  
a p p l i c a t i o n s  s h a l l  c o n t a i n ,  a t  a  m i n i m u m ,  t h e  f o l l o w i n g :

( a )  A  d e s c r i p t i o n  o f  t h e  p r o j e c t  a n d  i t s  p r o p o s e d  
u s e ;

( b )  T h e  i d e n t i t y  o f  t h e  p r o j e c t  s p o n s o r ( s ) ;

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

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

( e )  T h e  a m o u n t  ( s )  a n d  t y p e ( s )  o f  f i n a n c i a l  a i s s i s t a n c e  
r e q u e s t e d ;  a n d

( f )  !*A d e s c r i p t i o n  o f  ' a l t e r n a t i v e s  t o  t h e  p r o j e c t  t h a t (
h a v e - . b e e n  c o n s i d e r e d  a n d  t h e  r e a s o n s  w h y  t h e  p r o ­
j e c t  i s  p r e f e r r a b l e  t o  s u c h  a l t e r n a t i v e s .

T h e  O f f i c e  w i l l  a s s i s t  a n y  a p p l i c a n t ,  u p o n  r e q u e s t ,  t o  p r e p a r e  
i t s  a p p l i c a t i o n  i n  t h e  f o r m  r e q u i r e d .  A f t e r  r e c e i v i n g  a n y  a p ­
p l i c a t i o n ,  t h e  O f f i c e  m a y  r e q u i r e  t h e  a p p l i c a n t  ( s )  t o  s u b m i t  
s u c h  a d d i t i o n a l  i n f o r m a t i o n  a s  t h e  O f f i c e  m a y  r e a s o n a b l y  r e ­
q u e s t .  . . . I - " - . - ’ - . .

( 3 )  E v a l u a t i o n  o f  a p p l i c a t i o n s .  T h e  O f f i c e  w i l l  c o n s i d e r  
e a c h  a p p l i c a t i o n  a n d ,  a f t e r  c o n s u l t a t i o n  w i t h  t h e  a p p l i c a n t ( s ) ,  
d e v e l o p  i t s  r e c o m m e n d a t i o n s  o n  t h e  n e e d  f o r ,  f e a s i b i l i t y  o f ,  a n d  
a p p r o p r i a t e  f o r m ,  t e r m s ,  a n d  a m o u n t  o f  f i n a n c i a l  a s s i s t a n c e  f o r  
t h e  p r o j e c t .

( 4 )  S u b m i s s i o n  t o  t h e  L e g i s l a t u r e .  A t  t h e  b e g i n n i n g  o f  
e a c h  l e g i s l a t i v e  s e s s i o n ,  t h e  O f f i c e  w i l l  s u b m i t  t o  t h e  L e g i s l a ­
t u r e  a  l i s t  o f  a l l  a p p l i c a t i o n s ,  t h e  a m o u n t ( s )  a n d  t y p e ( s )  o f  
f i n a n c i a l  a s s i s t a n c e  r e q u e s t e d  b y  t h e  a p p l i c a n t ( s ) ,  a n d  t h e  r e c ­
o m m e n d a t i o n s  o f  t h e  O f f i c e  a s  t o  e a c h  s u c h  a p p l i c a t i o n .

( 5 )  A d m i n i s t r a t i o n  o f  a p p r o p r i a t e d  f u n d s .  T h e  O f f i c e  w i l l  
a d m i n i s t e r  a l l  l o a n s  a n d  g r a n t s  a p p r o v e d  a n d  f u n d e d  b y  t h e

T I T L E  I I I .  P O W E R  P R O J E C T  F I N A N C I A L  A S S I S T A N C E  P R O G R A M



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

( a )  E f f i c i e n t  o v e r s i g h t  a n d  m a n a g e m e n t  o f  p r o j e c t  
c o n s t r u c t i o n ,  i n c l u d i n g  t h e  a b i l i t y  t o  r e - e v a l ­
u a t e  t h e  f e a s i b i l i t y  a n d  c o s t - e f f e c t i v e n e s s  o f  
t h e  p r o j e c t  i n  l i g h t  o f  a c t u a l  e n g i n e e r i n g  a n d  
c o n s t r u c t i o n  e x p e r i e n c e ;  a n d

( b )  P r o t e c t i o n  o f  t h e  s t a t e ' s  i n v e s t m e n t  i n  t h e  p r o ­
j e c t  a n d  t h e  s t a t e ' s  i n t e r e s t  i n  t h e  f i n a n c i a l  
i n t e g r i t y  o f  t h e  p r o j e c t .

( 6 )  P r o j e c t  t r u s t  a c c o u n t s .  T h e  O f f i c e  m a y  e s t a b l i s h  a n d  
m a i n t a i n  a  t r u s t  a c c o u n t  f o r  t h e  b e n e f i t  o f  a n y  p r o j e c t  f o r  
w h i c h  t h e  L e g i s l a t u r e  h a s  a p p r o v e d  f i n a n c i a l  a s s i s t a n c e  a n d  a p ­
p r o p r i a t e d  f u n d s .  I n t e r e s t  e a r n i n g s  o n  a n y  s u c h  a c c o u n t  s h a l l  
b e  r e t a i n e d  i n  s u c h  a c c o u n t s  u n t i l  e x p e n d e d ,  a n d  s h a l l  n o t  r e ­
v e r t  t o  t h e  G e n e r a l  F u n d ,  u n l e s s  t h e  L e g i s l a t u r e  o t h e r w i s e  s p e c ­
i f i e s  i n  m a k i n g  t h e  a p p r o p r i a t i o n s  u s e d  t o  f u n d  s u c h  a c c o u n t  
i n i t i a l l y .  A n y  f u n d s  r e m a i n i n g  i n  s u c h  a n  a c c o u n t  a f t e r  a  p r o ­
j e c t  i s  c o m p l e t e d  o r  i t s  c o n s t r u c t i o n  i s  a b a n d o n e d  s h a l l  r e v e r t  
t o  t h e  G e n e r a l  F u n d .

T I T L E  I V .  P O W E R  C O S T  E Q U A L I Z A T I O N  P R O G R A M

T h i s  T i t l e  w o u l d  c o n t a i n  t h e  e x i s t i n g  P o w e r  C o s t  E q u a l i z a ­
t i o n  F u n d  ( w h i c h  p r o v i d e s  r a t e  s u b s i d i e s  f o r  B u s h  c o m m u n i t i e s ) ,  
w h i c h  w o u l d  b e  a d m i n i s t e r e d  b y  t h e  O f f i c e  o f  E l e c t r i c  P o w e r  A f ­
f a i r s  .

r  i

T I T L E  V .  I N S T I T U T I O N A L  A R R A N G E M E N T S  F O R  P O W E R  S U P P L Y

( 1 )  A n y  B o r o u g h  o r  g r o u p  o f  a d j a c e n t  B o r o u g h s  w i l l  b e  
a u t h o r i z e d  t o  c r e a t e  a  b u l k  p o w e r  s u p p l y  a g e n c y  g o v e r n e d  b y  a n  
i n d e p e n d e n t  a n d  p o p u l a r l y  e l e c t e d  b o a r d .  S u c h  a g e n c i e s  w i l l  b e  
a u t h o r i z e d  t o  p l a n ,  f i n a n c e ,  c o n s t r u c t  o r  p u r c h a s e ,  a n d  o w n  
e l e c t r i c  p o w e r  r e s o u r c e s  ( g e n e r a t i n g  u n i t s ,  c o n s e r v a t i o n  m e a ^ -  
s u r e s ,  a n d  t r a n s m i s s i o n  f a c i l i t i e s )  t o  p r o v i d e  s e r v i c e  t h r o u g h  
r e t a i l  e l e c t r i c  u t i l i t i e s  t o  u l t i m a t e  c o n s u m e r s  t h r o u g h o u t  s u c h  
B o r o u g h  o r  B o r o u g h s .

( 2 )  S u c h  a  b u l k  p o w e r  s u p p l y  a g e n c y  m a y  u n d e r t a k e  r e s o u r c e  
p r o j e c t s  t h a t  w i l l  p r o v i d e  s e r v i c e  t o  a l l  o r  t o  a n y  r e q u e s t i n g  
g r o u p  o f  u t i l i t i e s  p r o v i d i n g  r e t a i l  e l e c t r i c  s e r v i c e  w i t h i n  s u c h  
B o r o u g h  o r  B o r o u g h s ,  p r o v i d e d  t h a t  a l l  s u c h  u t i l i t i e s  s h a l l  h a v e  
t h e  o p p o r t u n i t y  t o  p a r t i c i p a t e  i n  a n y  s u c h  p r o j e c t  o n  f a i r  a n d  
n o n d i s c r i m i n a t o r y  t e r m s .

( 3 )  S u c h  b u l k  p o w e r  s u p p l y  a g e n c i e s  s h a l l  h a v e  t h e  p o w e r  
o f  e m i n e n t  d o m a i n  a n d  c o n d e m n a t i o n ,  b u t  s u c h  a g e n c i e s  m a y  n o t  
l e v y  o r  c o l l e c t  t a x e s  i n  a n y  f o r m .

T I T L E  V I .  T R A N S F E R  O F  M I S C E L L A N E O U S  F U N C T I O N S



T h e  f u n c t i o n s  a n d  r e s p o n s i b i l i t i e s  o f  t h e  A l a s k a  P o w e r  
A u t h o r i t y  w i t h  r e s p e c t  t o  ( 1 )  t h e  A n c h o r a g e - F a i r b a n k s  I n t e r t i e ,
( 2 )  t h e  B r a d l e y  L a k e  H y d r o e l e c t r i c  P r o j e c t ,  a n d  ( 3 )  t h e  F o u r  D a m  

P o o l  ( c o n s i s t i n g  o f  t h e  S w a n  L a k e ,  S o l o m o n  G u l c h ,  T e r r o r  L a k e ,  
a n d  T y e e  L a k e  P r o j e c t s )  w o u l d  b e  t r a n s f e r r e d  t o  o t h e r  e n t i t i e s  
a n d / o r  S t a t e  a g e n c i e s .
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