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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 authorizing the 
Alaska Power Authority to transfer two completed transmis­
sion line projects that were originally financed through 
the power development fund. Rather than attempt to deal 
retroactively with the 1981 appropriations for the Port 
Lions transmission line and the Kobuk - Shungnak trans­
mission line, the bill simply permits the power authority 
to transfer the projects.

AS 44.83.380 —  44.83.425 require that t^e Alaska Power 
Authority own and operate projects constructed with money 
from the power development fund. That fund was originally 
intended to finance major retail generation, transmission, 
and distribution projects under the '“'energy program for 
Alaska." The power authority board and staff have deter­
mined that they have neither the financial nor staff re­
sources to operate and maintain small projects that are 
often located in remote areas of the state. This bill 
will permit the authority to transfer ownership, manage­
ment, and operation of these two projects to the local 
utilities.

Sincerely,

Bill Sheffield 
Governor
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TO: Honorable bill Sheffield
Governor
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A t t o r n s v  G e n e r a l

IT'.: Attached b5.11 on transier or
transmission line projects £rorr. the 
power development fund 
Our file: 3*77-il-2-85

aitil’A O K T M E . N T  O F  L A W
m t J C H  K - S T A  TE CAPITOL  
J UNE A U. A L A  SKA 9 9 8 11 
PHONE !90?l  .185-3600

Attached i s  a b i l l  to a u th o r i s e  t r a n s f e r  of two corc- 
p ie tc d  t r an sm iss io n  l in e  p r o j e c t s  (P e r t  Lions ana kobuk - 
Chungr.sk) th a t  t e r e  o r i g i n a l l y  f inanced through the newer d e v e l ­
opment fund, a fund adm in is te red  by the Alaska Power A.uthority. 
The b i l l  was reques ted  by the  board of d i r e c t o r s  of  the  a u t h o r i ­
ty .  We do not  know the  e x te n t  of review or approval i t  has r e ­
ce ived in  your o f f i c e .

Although the  board o r i g i n a l l y  asked fo r  l e g i s l a t i o n  
p e rm i t t in g  the t r a n s f e r  of th re e  p r o j e c t s  out of the "energy 
program r c r  A laska ,"  our r e s e a r c h  in d i c a t e s  t h a t  the a p p ro p r ia ­
t io n  fo r  the D el ta  a g r i c u l t u r a l  p r o j e c t  was never made tc  the 
power development fund. Consequently, t h a t  p r o j e c t  i s  not w i th ­
in  the  energy program for  Alaska and no l e g i s l a t i o n  i s  necessa.rv 
fo r  t r a n s f e r r i n g  t h a t  p r o j e c t .

We unders tand  th a t  the t r a n s f e r  of these  p r o j e c t s  i s  
in tended  tc  be a g i f t ,  not a. s a l e ,  to the  r e s p e c t i v e  u t i l i t i e s .  
This g ra n t  01  p u b l ic  p roper ty  r a i s e s  the  ques t ion  of  whether a 
pub l ic  purpose i s  being served ,  as r e q u i r e d  by a r t .  IX, sec .  6 , 
of  the Alaska C o n s t i tu t io n ,  vdiich provides  in p a r t :

No t a r  s h a l l  be l e v ie d ,  or a p p ro p r ia t io n  of 
p ub l ic  money made, or pub l i c  p roper ty  t r a n s ­
f e r r e d  , . . .  except fo r  a p u b l ic  p u rp o se .
[emphasis added.]

We dp r.ct know many of the f a c t s  surroundinr. these  proposed 
t r a n s f e r s ,  bu t ,  cons ide r ing  a. number 01  Alaska Supreme Court 
d ec is io n s  th a t  ha*'p app l ied  a r t .  IX, sec., f . i t  would appear
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elute Che 1 oca 1 u t i l i t i e s  to which these pro j or.tu .ire in tended t.o 
he t r a n s f e r r e o  a re  owner! by nonprofit , c o r p o r a t i o n s , bur: wo do 
not know the b as is  ;o r  t h e i r  s e l e c t i o n ,  ch c i r  demonstra t ion  oi 
a b i l i t y  tc  opera te  and m ain ta in  the t ran sm iss io n  l i n e s ,  the 
na tu re  or ex ten t  oi the s e rv ic e  they p lan  to  provide ,  or the way 
~n . Vh.ich  these f r e e  t r n n s n i s s i c n  l i n e s  w i l l  a f f e c t  the 
u t i l i t i e s ’ race s t r u c t u r e s .  The power a u t h o r i t y  w il l  no (ioubc 
provide t h i s  s o r t  of  in ro rm ation  as the b i l l  works i t s  way 
through your o f f i c e  and the l e g i s l a t u r e .

u r a i t  t r a n s m i t t a l  l e t t e r  to the l e g i s l a t u r e  i s  a l so
a t Cached.

NCG: AH?: CE J : emh

cc w/enc . : Hon. Loren H. Lour.sbury, Commissioner
Dept. or Commerce £ Economic Development

Lee hu m ,  Chairman 
n iuska  Power A uthor i ty  
Anchorage

Robert Heath, Executive D i re c to r  
Alaska Power A uthor i ty  
Anchorage

XC W
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M E M O R A N D U M S t a t e  of  A l a s k a

Larry Crawford 
Executive D irec to r  
Alaska Power A uthori ty

i»-if July 18, 1984

i ii i 1.11

mow Norman C. Gorsuch suinM.t T ransfer  of APA
A ttorney  General f a c i l i t i e s  -

. J ?  a  \ J  J u l y  9. 19 84 .
B Y : K  r 1 R E C E I V E D

Ross 'A. Kopperud
A s s i s t a n t  Attorney General .... j g  jqp \
T ra n sp o r ta t io n  S ec t ion ,  Anchorage ^1

ALASKA POWER AUThuKITV

The is su e  was r a i s e d  in Eric Yould’s memorandum to me 
of August 4, 1983, whether the APA had the a u th o r i t y  to t r a n s f e r  
the Cantwell D i s t r i b u t i o n  System to Golden Valley E l e c t r i c  
A sso c ia t io n  (GVEA) upon complet ion. Eric  Yould 's memo i s  
a t t a c h e d  fo r  your convenience. By subsequent telephone c a l l s  and 
from APA s t a f f ,  the ques t io n  has been expanded to inc lude  whether 
the APA can d ispose of  o th e r  p r o j e c t s  once they are completed.

I responded to t h i s  inqu i ry  in the f a l l  of  1983, 
a l though  th e re  i s  no memorandum confirming the advice given a t  
t h a t  t ime.  The advice given was t h a t  the APA could t r a n s f e r  
these  f a c i l i t i e s  away to o th e r  e n t i t i e s  in  keeping with the APA's 
p u rp o se .

On Ju ly  6 , 1984, I d iscussed  the above advice which I 
had p r e v io u s ly  given to the  APA w ith  Carolyn Jones,  a s s i s t a n t  
a t t o r n e y  g en e ra l  fo r  the APA. Ms. Jones confirmed th a t  t h i s  
advice  was c o n s i s t e n t  with her  unders tand ing  of the APA's
a u t h o r i t y  and f u r t h e r  s t a t e d  she had a l s o  given s im i la r  advice  to
the APA in  her  memorandum to you of  May 30, 1984, r e fe ren ce d  "Use 
and d isbursement of  a p p r o p r i a t i o n s " .  Ms. J o n e s ' s  memorandum i s  
a l s o  a t t a c h e d  fo r  your convenience.

Thv. under ly ing  r a t i o n a l e  f o r  my advice to the APA i s  
as fo l low s :

A.S. 44 .83 .070. Purpose o f  the A u th o r i t y .

The purpose of the a u t h o r i t y  i s  to promote,
develop and advance the genera l  p r o s p e r i t y
and economic w e lfa re  of  the people of Alaska 
by p rov id ing  a means of  c o n s t ru c t in g ,  
a c q u i r in g ,  f in an c in g  and o p e ra t in g  power 
product ion  f a c i l i t i e s  l im i te d  to f o s s i l  f u e l ,  
wind power, t i d a l ,  geothermal,  h y d r o e l e c t r i c ,  
and s o l a r  energy and energy conserva t ion  
f a c i l i t i e s .



'Memo to Larry Crawford 
Executive D irec to r  
Alaska Power Authori ty

July 18, 1984
Page 2

Under A.S. 44.83.080 e n t i t l e d  "Powers of the Authori ty" ,  i t  
s t a t e s :

In fu r th e ran ce  of i t s  co rp o ra te  purpose, the 
a u th o r i t y  has the fo l low ing  powers in 
a d d i t io n  to i t s  o th e r  powers;

(7) to s e l l ,  le a se  as le s see  or le s s o r ,  
exchange, d o n a te , convey . . .  r e a l  or personal 
p roper ty  owned by i t , or in which i t  nas an 
i n t e r e s t ,  when in the judgment of  the 
a u t h o r i t y ,  the a c t io n  i s  in fu r the rance  of 
i t s  co rpo ra te  purpose.

(14) to e n t e r  in to  c o n t r a c t s  or agreements 
with r e s p e c t  to the e x e rc i s e  of any of i t s  
powers, and do a l l  th ings  necessa ry  or 
convenient to c a r ry  out i s  co rp o ra te  purpose 
and e x e rc i s e  the powers g ran ted  in  t h i s  
c h a p te r .

(Emphasis added) .

The above s t a t u t o r y  r e f e r e n c e s  make i t  c l e a r  t h a t  the 
APA may donate or convey r e a l  or  p e rso n a l  p roper ty  in fu r th e ra n c e  
of i t s  co rpo ra te  purpose. The o th e r  s t a t u t o r y  re fe ren ces  make i t  
c l e a r  t h a t  the purpose and a u t h o r i t y  of  the Ala i s  q u i t e  broad.
I t  i s  my unders tand ing  th a t  the APA has no s t a f f  or f a c i l i t i e s  tc 
m ain ta in  and opera te  those f a c i l i t i e s  which i t  wants to t r a n s f e r  
to p u b l ic  u t i l i t i e s .  I t  would, I  b e l i e v e ,  be c o n s i s t e n t  w i th  the 
APA's co rp o ra te  purpose to t r a n s f e r  the  f a c i l i t i e s  in  i s s u e  to 
v ar ious  u t i l i t i e s  who can m a in ta in  and o p e ra te  those f a c i l i t i e s  
fo r  the  b e n e f i t  o f  the people o f  Alaska.

In conc lus ion ,  absen t  l e g i s l a t i o n  which would 
s p e c i f i c a l l y  r e s c r i c t  the APA's power to  t r a n s f e r  i t s  f a c i l i t i e s  
to some o th e r  e n t i t y ,  i t  i s  my op in ion  t h a t  the APA may t r a n s f e r  
i t s  f a c i l i t i e s  to o th e r  e n t i t i e s  so long as i t  i s  in keeping w ith  
the APA's co rp o ra te  purpose.

I f  you should have any f u r t h e r  q u es t io n s  on t h i s  i s s u e ,  
p le a se  c a l l  me a t  your convenience.

RK/dw



STATE OF ALASKA 
OFFICE OF THE GOVERNOR

B I L L  A N A L Y S I S

DEPARTMENT DIVISION B ILL  NUMBER SPONSOR

Commerce & Econ. Dev. Alaska Power A u th o r i ty HB 391 House Rules/by Governor
DEPARTM EN. POSITION

Support passage o f HB 391.
PREPARED BY

Susan White, Special Ass is tan t to 
the txe cu t iv e D ire c to r

DATE COMMISSIONER'S, DATE

I T / / / ( - '

SUMMARY
OTHER AGEN CIES A FFECTED  B Y  B ILL

Department o f Commerce and Economic Developmep 
O ff ic e o f Energy

ORGANIZATIONAL SUPPORT FOR B ILL

CONSTITUENT GROUP(S) A FFECTEO  BY B ILL

Kodiak E le c t r ic  Associa tion 
C ity o f Kobuk

ORGANIZATIONAL OPPOSITION TO B ILL

None

FISC AL IMPACT: £ ]  NONE □  FISC A L NOTE ATTACHED

BACKGROUND/LEGISLATIVE INTENT

See attached.

ANALYSIS OF BILUPROGRAM EFFEC TS

Proposed pro jec ts t ra n s fe r as spec if ie d in HB 391 would grant the Kobuk-Shungnak and Port 
Lions transm iss ion lin es to the C ity o f Kobuk and Kodiak E le c t r ic  Assoc ia t ion . Transfer 
o f these pro jec ts would remove them out o f the Energy Program fo r Alaska and re l in q u is h 
the S ta te 's re s p o n s ib i l i t y  to own, operate and mainta in them.

I f  s ta tu to ry a u th o r i ty is not provided fo r t ra n s fe r o f the Kobuk-Shungnak l in e , APA w i l l 
work to develop an O&M agreement w ith AVEC (which operates the power p lan t at Shungnak) 
and the C ity o f Kobuk and develop a set o f fees to prov ide fo r O&M revenues to be returned 
to the Sta te . C u rren t ly , APA is prov id ing minimal maintenance tw ice a year to assure 
basic operationa l sta tus o f the l in e . Maintenance costs over the past two years have been 
approximately $5,000 per year.

Although O&M funding fo r the Port Lions l in e  is not budgeted in the APA's FY '86 operating 
budget, the FY '86 cos ts , i f  the p ro je c t is re ta ined by the APA, could p o te n t ia l l y  be 
absorbed w ith in the e x is t in g budget (Te rro r Lake O&M agreement). I f  add it io na l funding 
(program rece ip ts ) i s , in fa c t , requ ired , an RPL w i l l be submitted to the LB&A Committee.

I

AMENDMENTS PROPOSED

No amendments.

"2267w5185a

••.■"vy

*

M k  ■

PLEA SE  ATTACH A SEPA RA TE SH EET FOR ADDITIONAL COMMENTS OR AN ALYSIS. ■ '•



HB 391

BACKGROUND/LEGISLATIVE INTENT

The two transmission l in e  p ro je c ts recommended Tor t ra n s fe r from the Power 
A u th o r i ty to the appropria te u t i l i t i e s  are the K.)buk-Shungnak and Port L ion 's 
transm iss ion l in e s . Approp ria t ions to the Power A u th o r i ty 's  Power Development 
Fund provided fo r the cons truc t ion o f these p ro je c ts and include them in the 
Energy Program fo r Alaska. Power p ro je c ts acquired or constructed as part of 
the Energy Program fo r Alaska may only be trans fe r red through le g is la t io n .

The Kobuk-Shungnak transm iss ion l in e  was funded through two separate 
approp r ia t ions of $345,000 (SLA 79, Ch. 80) and $200,000 (SLA 81, Ch. 90). 
These appropria t ions were funded re spe c t iv e ly to the Department o f Commerce 
and Economic Development, O f f ic e o f Energy and the Alaska Power A u th o r i ty .
The l in e  is complete and has been opera t iona l since February 1982.

The Port L ion 's transm iss ion l in e  was funded through th ree approp r ia t ion 
sources. (Please see attacf :d Port L ion 's funding summary). The Port L ion 's 
l in e  is complete and is ready to begin opera t ion .

The Power A u tho r i ty Board o f D irec to rs passed Resolution #1985-01 recommending 
t ra n s fe r o f the two p ro je c ts , and requested le g is la t io n  be introduced to 
e f fe c t the t ra n s fe r . The A tto rney Genera l's O ff ice has found the proposed 
t ra n s fe r to be appropria te as the l in e s to be granted and tra n s fe r re d to the 
loca l u t i l i t i e s  would serve the requ ired pub l ic purpose.

2267Wt>185a



PORT LION'S FUNDING SUMMARY

Funding Sources:

Ch. 54, SLA 1980, page 3, l in e 9 $ 93,812 ( a)
Ch. 92, SLA 1981, page 12, l in e  6 1,400,000
Ch. 92, SLA 1981, page 12, l in e  9 145,669 ( b)

$1.639.481"

(a) Balance o f $200,000 app rop r ia t ion , remainder ($106,188) was used 
by KEA to conduct f e a s i b i l i t y  study fo r a Port L io n 's power 
p ro je c t .

(b) Revised program from Terro r Lake a l lo c a t io n to Port L ion 's 
a l lo c a t io n w ith in the same app rop r ia t ion .

Total Construction Cost: $1.639.481

2267W5185a




