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B I L L  S H E F F I E L D
GOVERNOR

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

OFFICE OF THE GOVERNOR

J u n e a u

April 19, 1985

The Honorable Don Bennett 
President of the Senate 
Alaska State Legislature 
Pouch V
Juneau, AK 99811 

Dear Senator Bennett:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to direct 
service charges for the sale of power by the Alaska Power 
Authority to retail consumers.

This bill addresses financing concerns with regard to fu­
ture energy projects acquired or constructed by the Alaska 
Power Authority where the principal user of the power gen­
erated or transmitted by the authority is a non-govern­
mental utility. Section 103(b) of the Internal Revenue 
Code restricts the use of tax-exempt bonds for financing 
power projects and transmission interties which are 
secured by payments to be made under power sales agree­
ments with non-governmental utilities such as private in­
vestor-owned utilities, rural electric associations, and 
electric cooperatives.

This bill v/ould facilitate the use of tax-exempt financing 
by authorizing the authority to impose and collect direct 
service charges from consumers, as an alternative to power 
sales agreements, as a method for securing and providing 
for the payment of bonds issued by the authority. Money 
collected by the authority from the imposition of direct 
service charges will constitute revenues to meet the costs 
of acquiring, financing, and guaranteeing power projects. 
The tax-exempt financing permitted by the use of direct 
service charges should help to reduce the capital costs of 
power projects.
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After this bill is passed, the authority will seek a re­
venue ruling from the IRS to confirm that the use of di­
rect service charges as security for revenue bonds will 
permit tax-exempt financing of power projects.

Sincere",/,

Bill Sheffie 
Governor
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