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A l a s k a  is > ta te  H e g t t f la t u r e
ARLISS STURGULEWSKI, Chairman /0 ^ i*V?̂ C X  POUCH V
BETTYE FAHRENKAMP, Vice Chairman JUNEAU, ALASKA. 99811
JACKCOGHILL /■$/:.. (907)465-4907
DICK ELIASON 
VIC FISCHER 
RICK HALFORD 
FREDZHAROFF

S e n a t eCommittee on &e£ource3

C. E. Franke 
General Manager
Naknek E le c t r i c  A s so c ia t io n , Inc .
Box 118
Naknek, Alaska 99633 

Dear Mr. Franke:

Thank you f o r  the in fo rm a t io n concern ing the power cost e q u a l iz a t io n . 
Th is is  c e r t a in l y  a to p ic th a t w i l l  be im po rtan t in  the coming le g i s ­
l a t i v e  sess ion . I  am p lann ing to ho ld hearings on January 29, 1986 
dea l in g w i th  the e n t i r e  power issue and w i l l  be d iscuss ing these issues 
w i th  Bob Heath.

I  am ve ry concerned th a t r u r a l re s id en ts rece ive equal b e n e f i t s , and I 
app rec ia te your sending me your ideas . Please keep in  touch.

Best w ishes,

Senator A r l i s s  S tu rgu lewsk i 
Chairman, Senate Resources Committee



N A K N E K  E L E C T R I C  A S S O C I A T I O N ,  I N C .

A r l i s  S t u r g u l e w s k i  
2 9 5 7  S h e l d o n  J a c k s o n  
A n c h o r a g e ,  A K  9 9 5 0 8

D e a r  S e n a t o r  S t u r g u l e w s k i :

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

P C E ,  u n d o u b t e d l y ,  w i l l  r e q u i r e  s o m e  a t t e n t i o n  d u e  t o  t h i s  
y e a r s  c o u r t  a c t i o n .  H o p e f u l l y ,  y o u  w i l l  f i n d  i n t e r e s t  i n  
t h e  c o n c e p t s  p r e s e n t e d  i n  t h e  l e t t e r  p r o v i d i n g  a  m e a n s  t o  
p e r p e t u a t e  e n e r g y  e q u a l i z a t i o n  f o r  r e s i d e n t s  o f  r u r a l  
A l a s k a .

M a y  y o u r  h o l i d a y s  b e  b l e s s e d  w i t h  j o y  a n d  h a p p i n e s s .

T h a n k  y o u  for y o u r  a t t e n t i o n  a n d  c o n s i d e r a t i o n .

December 18, 1985

\ y y  S '

C .  i s .  r r a n K e  
G e n e r a l  M a n a g e r

C E F / s p
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M r .  R o b e r t  H e a t h  
E x e c u t i v e  D i r e c t o r  
A l a s k a  P o w e r  A u t h o r i t y  
3 3 4  W e s t  5 t h  A v e n u e  
A n c h o r a g e ,  A K  9 9 5 0 1

R E :  P o w e r  C o s t  E q u a l i s a t i o n  R e v i s i o n  S u g g e s t i o n s
I

D e a r  M r .  H e a t h :
i '

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

I n  v i e w  o f  t h i s ,  w e  s h o u l d  l i k e  t o  s e t  f o r t h  s o m e  p o s s i b i l i t i e s  
o f  c h a n g e  t h a t  c o u l d  w e l l  l e a v e  r o o m  f o r '  n e g o t i a t i o n  i n  a n  e f f o r t  
t o  p e r p e t u a t e  t h e  P . C . E .  p r o g r a m .  W e  s h a l l  l i s t  t h e  i t e m s  o f  
i n t e r e s t ,  a n d  t h e n  e x p a n d  u p o n  t h e m  i n d i v i d u a l l y .

1 .  R e s t i u .  l i g i b i l i t y .
2 .  A l t e r  t h e  XW I-I c a p a c i t y  o f  b a s e  q u a n t i t y .
3 .  D e v e l o p  a n  i r r e v o c a b l e  t r u s t  f o r  P C E .
4 .  R e m o v e  t h e  A l a s k a  P u b l i c  U t i l i t y  C o m m i s s i o n  

( P I J C )  f r o m  t h e  f u n c t i o n  w i t h i n  t h e  f r a m e  w o r k  
o f  t h e  l a w .  I

R e s t r i c t  E l i g i b i l i t y  b y  C l a s s
A v a i l  P C E  o n l y  t o  r e s i d e n t i a l  a n d  p u b l i c  f a c i l i t i e s  ( i . e . ,  w a t e r  
a n d  s e w e r )  o n l y .  R e a s o n i n g  b e h i n d  t h i s  c o n c l u d e s  g o v e r n m e n t a l  
r e c i p i e n t s  ( i f  u s i n g  7 5 0  K W H  o r  m o r e  a  m o n t h )  a r e  h a v i n g  t h e i r  
b u d g e t  i n c r e a s e d  b y  a n  a v e r a g e  o f  $ 1 0 0 . 0 0  p e r  m o n t h ,  ( i n  o u r  
c a s e )  p l u s  t h e  t a x  o r  g r a n t  s u p p o r t e d  b u d g e t  w i t h  l i n e  a m o u n t  
f o r  e l e c t r i c  e n e r g y ;  t h e r e b y ,  p r o d u c i n g  a  p a p e r  s h u f f l i n g  
e x e r c i s e  f r o m  o n e  f u n d  t o  a n o t h e r .  F o r  t h i s  \ e a s o n ,  w e  a r e  
p r o p o s i n g  e l i m i n a t i o n  o f  a l l  g o v e r n m e n t a l  P C E  p a y m e n t s  w i t h  
t h e  e x c e p t i o n  o f  w a t e r  a n d  s e w e r  p u b l i c  f a c i l i t i e s ,  a s  t r e a t e d  
i n  t h e  e x i s t i n g  l a w .
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W e ,  t o o ,  a d v o c a t e  t h e  r e m o v a l  o f  c o m m e r c i a l  a c c o u n t s  f r o m  P C E  
e l i g i b i l i t y ,  i n  t h a t ,  t h e  f o l l o w i n g  c o n d i t i o n s  i n  t h e  a c t u a l  
c o n d u c t  o f  b u s i n e s s  e x i s t s  w h e n  a  c o m m e r i c a l  a c c o u n t  p r i c e s  
a  s e r v i c e  o r  i t e m  f o r  s a l e ,  t h e  i n c l u s i o n  o f  . a l l  c o s t s  a r e  
a d d e d  t o  t h e  c o u n t e r  p r i c e  t h a t  t h e  c o n s u m e r  p a y s .  T o o ,  a t  
t h e  e n d  o f  t h e  y e a r ,  t h i s  s a m e  c o s t  o f  d o i n g  b u s i n e s s  i s  
i n c l u d e d  i n  t a x  d e d u c t i o n s ;  t h e r e b y ,  g a i n i n g  a n o t h e r  e q u a l  
a m o u n t  t h a t  h a s  b e e n  c o l l e c t e d  f r o m  t h e  c o n s u m e r  i n  t h e  f i r s t  
p l a c e ,  a n d  i n  t h e  e n d ,  u n d e r  p r e s e n t  l a w ,  t h e  P C E  i s  a l l o w e d  
o n  t h e  f i r s t  7 5 0  K W H  c o n s u m e d  p e r  m o n t h .  T h i s  m e r e l y  p o i n t s  
o u t  a  t h r e e  w a y  g a i n  o n  P C E .  W i t h  t w o  w r i t e - o f f s  a n d  o n e  
g r a n t ,  t h e  c o m m e r c i a l  a c c o u n t  f a r e s  v e r y  w e l l ,  w h i l e  t h e  
r e s i d e n t i a l  c o n s u m e r  m e r e l y  p a y s  t o  t h e  n o s e ,  a s  n o  d e d u c t i o n s ,  
r . o r  c h a r g e  o f f s  a r e  a v a i l a b l e  t o  t h i s  c l a s s  c o n s u m e r .

A s  a  b a r g a i n i n g  p o i n t ,  v/e  f e e l  c e r t a i n  t h a t  i f  t h e  c o m m e r c i a l  
a c c o u n t  w e r e  p o s e d  t h e  q u e s t i o n ,  t o  g o  w i t h o u t  e n t i r e l y  o r  
r e c e i v e  P C E  f o r  t h e  r e s i d e n t ,  i t  i s  f a i r l y  e v i d e n t  a s  t o  t h e i r  
r e s p o n s e ,  " I ' l l  t a k e  i t  o n  m y  r e s i d e n c e . "

A l t e r  t h e  K W H  C a p a c i t y  o f  B a s e  Q u a n t i t y
W h i l e  r e v i e w i n g  t h e  p a s t  i n t e n t  o f  P C E  i t  b e c a m e  v e r y  e v i d e n t  
t h a t  t h e  i n t e n t  o f  t h e  p r o g r a m  a s  P o w e r  C o s t  A s s i s t a n c e  ( P C A )  
w a s  n o t  t o  s u p p o r t  e n e r g y  u s e d  o v e r  a  b a s e  r e q u i r e d  a m o u n t .
I n  t h e  c a s e  o f  P C A ,  ^ 3 0  K W H  s e e m e d  t o  b e  t h a t  a m o u n t  o f  e n e r g y  
a  r e s i d e n t  u s e d  f o r  b a s i c  n e e d s .  I t  a p p e a r s  t h a t  t h i s  s h o u l d  
b e  t h e  c a s e  w i t h  P C E .  E v e n  t o d a y ,  f i v e  o r  s o  y e a r s  a f t e r  t h e  
P C A  w a s  m a d e  l a w ,  t h e  s a m e  n u m b e r  o f  K W H  a p p e a r s  t o  b e  r e a s o n ­
a b l e .  I n  r e v i e w  o f  t h e  " R . E . A .  S t a t i s t i c a l  R e p o r t "  o f  r u r a l  
e l e c t r i c s  u n d e r  R . E . A . , t h e  a v e r a g e  K W H  c o n s u p t i o n  i n  t h e  
r e s i d e n t i a l  c l a s s  r e m a i n s  n e a r  t h e  o r i g i n a l  n u m b e r  o f  4 5 0  -  
4 6 0  p e r  m o n t h .  W i t h  t h i s  i n  m i n d ,  i t  a p p e a r s  t h a t  t h i s  a d j u s t ­
m e n t  s h o u l d  b e  m a d e  t o  c o v e r  b a s i c s ,  a n d  n o t  e n c o u r a g e  r e s ­
i d e n t i a l  c o n s u m e r s  t o  u s e  m o r e  e n e r g y  w i t h  n e w  l o a d ,  a n d  a  
b r o a d e r  b a s i c  w i n d o w  o f  7 5 0  K W H  w h i c h  P C E  p r o v i d e s  f o r .  
C o n s i d e r a b l e  s a v i n g s  c o u l d  b e  g a i n e d  f o r  P C E  b y  t h i s  s u g g e s ­
t i o n .  T o o ,  a m p l e  j u s t i f i c a t i o n  c a n  b e ' g e n e r a t e d  f r o m  t h e  
a b o v e  r e p o r t .

D e v e l o p  a n  I r r e v o c a b l e  T r u s t  f o r  P C E
I f  t h e  a f o r e m e n t i o n e d  t w o  s u g g e s t i o n s  c o u l d  b e  a c t i v a t e d ,  a n d  
t h e  a p p r o p r i a t i o n s  c o u l d  r e m a i n  t h e  s a m e  f o r  a  f o u r  t o  f i v e  
y e a r  p e r i o d ,  a n d  r e v i s i o n  o f  t h e  l a w s  c o n s t r a i n t  " S u r p l u s  
R e t u r n e d  t o  G e n e r a l  F u n d s , "  a n d  i n  i t s  p l a c e  " S u r p l u s e s  S h a l l  
B e  D e p o s i t e d  i n  I r r e v o c a b l e  T r u s t , "  t h e n  P C E  w o u l d  b e  p e r p e t u a t e d  
e l i m i n a t i n g  a  t r e m e n d o u s  e n e r g y  c o s t  s h o c k  f o r  t h e  b u s h ,  w h e n  
P C E  i s  e i t h e r  a b r u p t l y  c u r t a i l e d  o r  e a s e d  t o  a  " z e r o  q u a n t i t y . "  
T h e  y i e l d  f r o m  p r i n c i p a l  i n  a  t r u s t  c o u l d  w e l l  c o v e r  t h e  n e e d  
o f  P C E  i f  o n l y  t h o s e  o f  r e s i d e n t i a l  o r  p u b l i c  w o r k s  w o u l d  b e  
r e c i p i e n t s  o f  P C E .

R e m o v e  P U C  f r o m  A u d i t  F u n c t i o n
F o r  t h e  p u r p o s e  o f  c o n t i n u i t y  a n d  c o n t r o l  o f  t h e  p r o g r a m ,  i t  
a p p e a r s  e c o n o m i c a l l y  f e a s i b l e  t h a t  t h e  a u t h o r i t y  a d m i n i s t e r  t h e

i
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t o t a l  P C E  p r o g r a m ,  r a t h e r  t h a n  t w o  s e p a r a t e  g o v e r n m e n t a l  
e n t i t i e s  a t t e m p t  i n  d o i n g  s o .  C e r t a i n l y  t h e  p o w e r  a u t h o r ­
i t y  h a s  t h e  e x p e r t i s e  a n d  s k i l l  t o  m a n a g e  t h e  e n t i r e  p r o g r a m  
w i t h  l e s s e r  c o s t  a n d  t i m e .  I t  a p p e a r s  t h e  P U C  h a s  a d e q u a t e  
e n d e a v o r s  t o  a c c o m p l i s h ,  w i t h o u t  b u r d e n i n g  t h e m  w i t h  P C E  
a u d i t .

H o p e f u l l y ,  s o m e  o f  t h e s e  t h o u g h t s  m i g h t  i n s t i l l  q u e s t i o n ,  
a n d  b e t t e r  y e t ,  a d v o c a c y  f o r  c h a n g e  w h e n  i t  b e c o m e s  a p p a r e n t  
s o m e t h i n g  e l s e  i s  n e e d e d  t o  i n s u r e  a  s t a b l e  e x -' s t a n c e  f o r  P C E .

i

.  i j  .  r  j .  ctil.is.fc:

G e n e r a l  M a n a g e r

c c :  S e n a t o r  Z h a r o f f
R e p r e s e n t a t i v e  H e r r m a n n  
R o g e r  K e m p p e l ,  N . E . A .  a t t o r n e y  
D a v e  H u t c h e n s ,  A . R . E . C . A .

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

S P O N S O R  S U B S T I T U T E  F O R  S E N A T E  B I L L  N O .  1 2 3

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  r e l a t i n g  t o  t h e  A l a s k a  P o w e r  A u t h o r i t y ;  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 .  A S  4 4 . 8 3 . 2 0 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 4 . 8 3 . 2 0 0 .  A N N U A L  R E P O R T .  B e f o r e  N o v e m b e r  [ M A R C H ]  1 o f  

e a c h  y e a r ,  t h e  a u t h o r i t y  s h a l l  s u b m i t  t o  t h e  g o v e r n o r  a n d  t h e  l e g i s l a ­

t u r e  a  c o m p r e h e n s i v e  r e p o r t  d e s c r i b i n g  o p e r a t i o n s ,  i n c o m e ^  a n d  e x p e n -
I

d i t u r e s  f o r  t h e  p r e c e d i n g  f i s c a l  y e a r  [ 1 2 - M O N T H  P E R I O D ] .

*  S e c .  2 .  A S  4 4 . 8 3 . 3 8 6  i s  a m e n d e d  t o  r e a d :

S e c .  4 4 . 8 3 . 3 8 6 .  I N V E S T M E N T  O F  F U N D .  T h e  D e p a r t m e n t  o f  R e v e n u e  

s h a l l  i n v e s t  t h e  m o n e y  i n  t h e  f u n d  i n  a c c o r d a n c e  w i t h  A S  3 7 . 1 0 . 0 7 0  a n d  

3 7 . 1 0 . 0 7 5 .  T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l  p r o v i d e  m o n e y  i n  t h e  f u n d  

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

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

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

f o r  w h i c h  c o s t s  h a v e  n o t  y e t  b e e n  i n c u r r e d ,  m a y  b e  s e g r e g a t e d  b y  t h e  

D e p a r t m e n t  o f  R e v e n u e  o r  t r a n s f e r r e d  t o  t h e  a u t h o r i t y  o n l y  w i t h  t h e  

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

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

m u s t  b e  a c c o u n t e d  f o r  s e p a r a t e l y .  I n t e r e s t  e a r n e d  m a y  b e  u s e d  b y  t h e  ,

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

[ D E P O S I T E D  I N  T H E  G E N E R A L ]  f u n d .

*  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  J u l y  1 ,  1 9 8 6 .
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w o u l d  h a v e  p r o v i d e d  f o r  i n c o m e  f r o m  i n v e s t m e n t  o f  t h e  m o n e y  
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T O :  A l l  M e m b e r s
S e n a t e .  . R e s o u r c e s  C o m m i t t e e

4 r
F R O M :  S t a f f . . 1 S e n a t e  R e s o u r c e  C o m m i t t e e

R E :  S S S B  1 2 3

S B  1 2 3 ,  w h i c h  w a s  b e f o r e  t h e  S e n a t e  R e s o u r c e s  C o m m i t t e e  l a s t  
y e a r ,  h a s  b e e n  r e p l a c e d  w i t h  a  s p o n s o r  s u b s t i t u t e  i n  o r d e r  t o  
a v o i d  a n y  q u e s t i o n s  r e g a r d i n g  t h e  c o n s t i t u t i o n a l i t y  o f  t h e  
o r i g i n a l  v e r s i o n .

S S S B  1 2 3  h a s  t h r e e  s e c t i o n s :

S e c t i o n  1  -  c h a n g e s  t h e  A P A  a n n u a l  r e p o r t i n g  d a t e s  
t o  c o n f o r m  t o  a  f i s c a l  y e a r  s y s t e m

S e c t i o n  2 -  p r o v i d e s  f o r  i n t e r e s t  e a r n e d  b y  t h e  P o w e r  
D e v e l o p m e n t  F u n d  t o  b e  a c c o u n t e d  f o r  
s e p a r a t e l y .  T h e  l e g i s l a t u r e  m a y  t h e n  l o o k  
a t  t h e  i n t e r e s t  e a r n e d  t o  d e t e r m i n e  a p p r o ­
p r i a t i o n s  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 .

S e c t i o n  3 -  e f f e c t i v e  d a t e

E n c l o s u r e s :
L e t t e r  f r o m  G o v e r n o r  1 / 2 2 / 8 6  
M i n u t e s ,  S R C  4 / 8 / 8 5  
S t a f f  m e m o  w i t h  f i s c a l  n o t e  4 / 4 / 8 5  
S t a f f  m e m o  w i t h  f i s c a l  n o t e  4 / 1 0 / 8 5

Note: New fiscal note to be provided by APA
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Mr. Newland s ta te d th a t the four-dam poo l communities can and w i l l  s i t  down 
w i th  APA a t any time to get power sa les agreements. He s ta te d the re are 
two reasons they want the p ro je c t t h i s  yea r : (1) p o te n t ia l new loads o r 
expanded e x is t in g  loads who want to know the long term ra te  they w i l l  be 
g e t t i n g ; and (2) d ie s e l p r ic e s are d e c l in in g .

Tom S tah r , Anchorage M un ic ip a l L ig h t and Power, spoke on nea r- te rm power 
p ro je c ts . Senator S tu rgu lew sk i asked Mr. S tah r how the u t i l i t i e s  are 
coope ra t ing on power p lann ing . Mr. S tah r s ta te d th a t an Areawide U t i l i t i e s  
Counc i l was se t up and a Systems C oo rd in a t in g Counc i l was formed. Mike 
K e l ly  o f Golden V a l le y E le c t r i c  i s  chairman and Mr. S tahr i s  v ic e -cha irm an . 
He s ta te d u t i l i t i e s  are work ing w e l l to g e th e r p la n n in g . APA is  a lso a 
member o f t h i s  c o u n c i l and the bas ic concern i s  r e l i a b i l i t y .  He s ta te d i t  
would he lp i f  a de c is io n is  made on Sus itna w i t h in  the nex t few yea rs .
He s ta te d CIRI has a lre ad y a f fe c te d  them and w i l l  con tinue to a f f e c t them.

Dave Hutchens, Execu t ive D i r e c to r , A laska Rura l E le c t r i c  Coopera tive 
A s s o c ia t io n , presen ted an overv iew o f the u t i l i t i e s  in  the d i f f e r e n t areas 
o f the s ta te  which ARECA rep resen ts and t h e i r  energy needs. Senator 
Fahrenkamp asked Mr. Hutchens i f  A lyeska cou ld be exempted from APUC and 
Mr. Hutchens answered he sees no problem w i th  th a t .

Senator S tu rgu lew sk i recessed the meeting a t 2:00 p.m. and reconvened the 
meeting a t 2:40 p.m.

Bob Cross, A laska Power A dm in is t r a t io n , gave an update on the Ek lu tna 
p ro je c t and the Snett isham p ro je c t . He s ta te d Snett isham i s  being expanded 
w i th  the C ra te r Lake a d d i t io n . He po in ted out two th in g s th a t are 
happening on the fe d e ra l le v e l :

1. The fe d e ra l a dm in is t r a t io n  has proposed a ra th e r s u b s ta n t ia l change in  
the way ra te s o f fe d e ra l power p ro je c ts  are computed across the 
coun t ry . Most o f the fe d e ra l inves tment in  power p ro je c ts  are being 
repa id under low in t e r e s t loans w i th  terms th a t were se t 10 to 40 
years ago. 0MB has proposed th a t a l l  o f th a t inves tment be brough t up 
to a cu r re n t in t e r e s t ra te  f o r bas is o f repayment and onto a f ix e d  
am o r t iz a t io n schedule which would have a drama t ic impact on the 
revenue departments re la te d  to these p ro je c ts .

2. The A dm in is t r a t io n  would l i k e  to see the A laska Power A dm in is t r a t io n  
so ld and ou t o f the business in  A laska . Terms o f the t r a n s f e r would 
be dependent on fe d e ra l and s ta te  le g i s l a t i o n . The s ta tu s o f th i s  
p ro je c t i s  s t i l l  in fo rm a l but Mr. Cross would l i k e  to see le g i s l a t i o n  
nex t yea r and maybe a t r a n s f e r w i t h in  the nex t two yea rs .

Mr. Heath and Mr. B a t t t e s t i f i e d  th a t t h i s  b i l l  would do two th in g s :

1. change the date o f the annual re p o r t from March to November to put i t  
on the f i s c a l yea r;

Senator Sturgulewski opened the Public Hearing on SB 123.



2. proposes to a l low in t e r e s t to accumulate on the Power Development 
Fund.

Mr. Heath s ta te d they would come back w i th  a rev ised f i s c a l note .

In answer to ques t io n s , Mr. Heath s ta te d th a t the e q u i ty approach is  b e t te r 
on Brad ley because i t  i s  sh o r t term co n s t ru c t io n  pe r iod w h i le  ra te 
s t a b i l i z a t i o n  is  b e t te r f o r  Sus itna because i t  i s  long term . I f  the rma l 
cos ts go up In  the fu tu re  and the re is  no t enough money in  the power 
s t a b i l i z a t i o n  fund to make up f o r  i t ,  then the re w i l l  be h ig h e r ra te s fo r 
the consumer. Mr. Ba tt s ta te d th a t n e g o t ia t io n s are cons ide r in g t h i s .

Senator S tu rgu lew sk i noted two p o in ts th a t were brough t up in  prev ious 
Sus itna ove rv iews :

1. d i f f e r e n t cos ts o f d ie s e l and i t s  impact were accu ra te because i t  is
looked a t over the long term;

2. economic growth was a minor impact by the p r ic e  o f o i l .

She s ta te d th a t she d isag rees w i th  number 2. She asked how the APA proo fs
the in fo rm a t io n they prepare rega rd ing power sa les agreements. Mr. Ba tt
s ta te d APA meets w i th  the u t i l i t i e s  and b u i ld s  t h e i r  c r i t e r i a  in to  the 
mod_els. One o f the key fa c to r s  is  the p r ic e  o f gas they pay f o r  t h e i r  
gene ra t io n c u r r e n t l y . The second item th a t APA is  rev iew ing is  the p r ic e  
o f coa l and what i t  w i l l  be.

Senator Z h a ro f f asked a te c h n ic a l ques t ion rega rd ing the b i l l  and the 
bracke ted in fo rm a t io n  on l i n e  17. Senator S tu rgu lew sk i s ta te d th a t 
committee s t a f f  would check on h is ques t io n . Senator Z h a ro f f a lso 
questioned where the funds are coming from th a t go in to  the Power 
Development Fund and Mr. Heath w i l l  respond to th a t ques t ion .

Senator S tu rgu lew sk i s ta te d she w i l l  ho ld the b i l l  u n t i l  she rece ives the 
re v is ed f i s c a l note from Mr. Heath.

S co t t Highleyman, Execu t ive D i r e c to r , A laska Environmenta l Lobby, s ta te d he 
has some concerns w i th  SB 123:

1. the c o n s t i t u t i o n a l / 7 o f the ded ica ted funds ;
2. amount o f money b€ g taken from the gene ra l fund.

He s ta te d th a t i f  the le g i s la t u r e  fe e ls  i c  necessary to pu t money in to  a 
ded ica ted fund , then he advocates p u t t in g  i t  in t o  the permanent fund .

Dave Hutchens, Execu t ive D i r e c to r , A laska Rura l E le c t r i c  Coopera tive 
A s s o c ia t io n , t e s t i f i e d  in  support o f SB 123. He be l ie ve s i t  i s  e s s e n t ia l 
th a t the in t e r e s t earn ings s ta y w i th  the money app rop r ia te d by the 
le g i s la t u r e  to the power development p ro je c ts  to be financed through the 
Power Development Fund. He s ta te d he has a concep tua l disagreement w ith 
the approach be ing taken in  the f i s c a l no te .

Senator V. F ische r asked Mr. Heath when the in t e r e s t goes back in to  the 
Power Development Fund, can the APA Board s h i f t  i t  from Sus itna to Brad ley 
o r v ic e ve rsa . Mr. Heath s ta te d he would ge t back to Senator F ische r .



•  •

Senator F ische r s ta te d he wants a p ro v is io n  in  the b i l l  th a t Sus itna money 
s tays in  the Sus itna account. Mr. Heath and Mr. B a t t agree and w i l l  check 
on the ques t ion .

Senator S tu rgu lew sk i s ta te d the Pub l ic Hearing would be con tinued and 
adjourned the meeting a t 3:30 p.m.
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MEMORANDUM A p r i l 10, 1985

TO: A l l  Members
Senate Resources Committee

4 -FROM: S ta f f -
Senate 'Resources Committee

RE: SB 123 "An Act r e la t i n g  to the Alaska Power A u th o r i t y ; and
p ro v id in g fo r an e f f e c t i v e  d a te . "

The Revisor o f S ta tu te s in  the D iv is io n  o f Legal Serv ices adv ises th a t the 
d r a f t i n g  o f l i n e  17 in  SB 123 i s  te c h n ic a l l y  c o r r e c t . The te x t in  b ra cke ts 
i s  f o r  in fo rm a t io n on ly . The prev ious repea l cannot be repea led . Ano the r 
method th a t would a lso be app rop r ia te is  to remove the b racke ts around AND 
on l i n e  16 and move l i n e  18 to 17 and make i t  a new subsec t ion (2) as 
i l l u s t r a t e d  below:

(b) The fund inc ludes

(1) money app rop r ia ted to i t  by the le g i s l a t u r e ; and

(2) income from investment o f money i n  the fun d .



In trodu ced : 2/12/86
R e fe rred : Resources

and F inance

1 IN THE SENATE BY KELLY

2 SENATE BILL NO. 398

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to establishing a moose habitat and

7 conservation tag and fee; and providing for an effec-

8 tive date."

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. AS 16.05.110 is amended to read:

11 Sec. 16.05.110. COMPOSITION OF FUND. The fish and game fund

12 shall be made up of the following money and other money the legisla-

13 ture appropriates, which shall be deposi'-ed and retained in the fund

14 until expended:

15 (1) money received from the sale of state sport fishing,

16 hunting, and trapping licenses, special permits, moose habitat and

17 conservation tags, and waterfowl conservation tags purchased by hunt-

18 ers;

19 (2) proceeds received from the sale of furs, skins, and

20 specimens taken by predator hunters and other employees;

21 (3) money received in settlement of a claim or loss caused

22 by damage to the fish and game resources of the state;

23 (4) money received from federal, state, or other govern-

24 mental unit, or from a private donor for fish and game purposes;

25 (5) interest earned upon money in the fund;

26 (6) money from any other source.

27 * Sec. 2.  AS 16.05.130 is amended by adding a new subsection to read:

28 (d) Money accruing to the state from moose habitat and conserva-

29 tion tag fees may not be diverted to a purpose other than (1) the

-1- SB 398



1 conservation and enhancement of moose and moose habitat; (2) the

2 acquisition, by lease or otherwise, of habitat that is important for

3 moose and public use of moose in the state; (3) moose related projects

4 approved by the commissioner; (4) administration of the moose habitat

5 and conservation program; and (5) emergencies in the state as deter-

6 mined by the governor. The department shall maintain a state moose

7 habitat and conservation account within the fish and game fund to

8 permit separate accounting records for the receipt and expenditure of

9 money derived from the sale of moose habitat tags.

10 * Sec. 3. AS 16.05.340(a) is amended by adding a new paragraph to read:

11 (18) Moose habitat and conservation tag .....  5

12 (A) A person may not engage in moose hunting without

13 having the current year's moose habitat tag in the person's

14 actual possession, unless that person

15 (i) qualifies for a 25-cent license under AS 16.-

16 05.340(a)(6);

17 (ii) is a resident under the age of 16;

18 (iii) is 60 years of age or older and has been a

19 resident for at least one year;

20 (iv) is a disabled veteran eligible for a free

21 license under AS 16.05.341.

22 * Sec. 4. AS 16.05.350 is amended to read:

23 Sec. 16.05.350. EXPIRATION OF LICENSES AND TAGS. Licenses and

24 tags required under AS 16.05.330 - 16.05.430, except biennial li-

25 censes, the nonresident special sport fishing license, the resident

26 tripping license, the moose habitat and conservation tag, and the

27 waterfowl conservation tag, expire at the close of December 31 follow-

28 ing issuance. Biennial licenses expire after December 31 of the year

29 following the year of issuance. The resident trapping license expires

SB 398 -2-



1 at the close of September 30 of the year following the year in which

2 the license is issued. The waterfowl conservation tag expires at the

3 close of January 31 of the year following the year of issue of the

4 tag. The moose habitat and conservation tag expires at the close of

5 March 31 of the year following the year of issue of the tag.

6 * Sec. 5. AS 16.05 is amended by adding a new section to read:

7 Sec. 16.05.828. MOOSE HABITAT AND CONSERVATION TAG PROGRAM. (a)

8 The moose habitat and conservation tag authorized in AS 16.05.-

9 340(a)(18) shall be produced annually by the department in an amount

10 the Department of Revenue considers appropriate. The department shall

11 make tags available for the creation of moose habitat and conservation

12 limited edition prints and shall provide for the sale of tags and

13 prints to the public.

14 (b) The tag design shall be selected through competition open to

15 artists residing in the state who have submitted entries to the de-

16 partment. Selection shall be made I j  a panel of five judges comprised

17 of two department employees and three members of nonprofit organiza-

18 tions dedicated to state moose and moose habitat conservation.

19 (c) The department may contract to others the performance of the

20 department’s responsibility under this section, including provisions

21 for advance payment or reimbursement for services performed under con-

22 tract. All costs incurred under this section may be paid from the

23 fish and game fund.

" *  Sec. 6. LEGISLATIVE INTENT. It is the intent of the legislature that

25 a sum equal to the amount collected each year from the sale of moose habi-

26 tat and conservation tags and limited edition prints to the public under

27 AS 16.05.828 be appropriated to the department for the purposes listed in

28 AS 16.05.130(d).

29 * Sec. 7. This Act takes effect immediately in accordance with

-3- SB 398
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SSSB 123

P l e a s e  e x p l a i n  t h e  i n t e n t  o f  S S S B  1 2 3  a n d  y o u r  

r e c o m m e n d a t i o n s  r e g a r d i n g  t h i s  b i l l  i n  l i g h t  o f  

y o u r  r e c e n t  p r e l i m i n a r y  p l a n  o f  f i n a n c e .

C a n  y o u  p r o v i d e  u s  w i t h  a n  a c c o u n t i n g  o f  t h e  P o w e r  

D e v e l o p m e n t  F u n d ?

a )  H o w  m u c h  h a s  g o n e  i n t o  t h e  f u n d  s i n c e  

i t s  c r e a t i o n ?

b )  H o w  m u c h  h a s  b e e n  s p e n t  b y  m a j o r  c a t e g o r y ?

c )  H o w  m u c h  r e m a i n s  i n  t h e  f u n d ?

d )  W h a t  i s  y o u r  p l a n  f o r  f u t u r e  s p e n d i n g ?
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April 15, 1985

Honorable Arliss Sturgulewski 
Alaska State Senate 
Pouch V
Juneau* Alaska 99811 

Dear Senator Sturgulewski:

In response to your request, a revised interest t'rnings schedule on the 
deposits of the continuing appropriations for both the Susitna and Bradley 
Lake projects into the Power Development Fund has been prepared.

The major points of revision include changing from state equity contributions 
to rate stabilization and f^om the Susitna FERC licensing concept to staged 
construction. The revised schedule of interest earnings, under rate stabilization, 
is carried out through the life of the balance of the deposits. The previous 
schedule, based on state equity contributions for Susitna and Bradley, carried 
through FY91 and FY89 respectively.

In addition, the rate stabilization in the Susitna staged construction requires 
approximately $2.6 billion in State contributions if interest earnings are 
not retained in the Power Development Fund. By retaining the interest earnings, 
the level of State contributions Is decreased to $600 million. This amount 
will vary depending on when the interest earnings start to accrue to the 
Power Development Fund. The revised schedule sets out FY87 as the starting 
point where interest earnings begin accruing to the fund.

It 1s Important to note that revised construction costs of the staged concept 
are currently being developed. Additionally, as the Authority continues 
negotations with the rallbelt utilities, the level of the thermal alternative 
costs may change. To the extent that the construction costs and alternative 
costs change, the required rate stabilization contribution could also change.

Impact on the General Fund is based ori the rention of interest earnings on 
Power Development Fund appropriations. Please refer to Tables 1 and 2 (revised 
schedules) for a detailed and complete estimate of Interest earnings.

Please contact my office if additional information is required.

li

Robert D. Heath 
Executive Director

RDH/SW/ka
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TABLE 1
SUSITNA HYDROELECTRIC PROJECT 

INTEREST EARNINGS ON STATE FUNDS 
{MILLIONS OF DOLLARS}

BALANCE CONSTRUCTION^ R A T E ^  INTEREST^ BALANCE
FY B-O-Y DEPOSIT11J COSTS STABILIZATION EARNED E-O-Y

85 0 100 . . . . . . 100
86 100 200 20 — — 280
87 280 200 20 52 512
88 512 174 — — 75 761

89 761 -- — — 84 845

90 845 -- — — 93 938

91 938 ------- — — ] 03 1,041

92 1,041 ------- — 114 1,155

93 1,155 ------- — — 127 1,202

94 1,282 ------- — — 142 1,424

95 1,424 ------- — — 156 1,580

96 1,580 ------- — 245 161 1,496

97 1,496 ------- — 265 150 1,381

98 1,381 ------- — 241 140 1,280

99 1,280 — 221 129 1,188

2000 1,188 ------- — 176 120 1,132

01 1,132 ------- — 151 117 1,098

02 1,098 ------- — 464 96 730

03 730 ------- 424 57 363
04 363 ------- — 382 19 0

(1) Deposit by State into Rate Stabilization Fund required if interest earnings are retained.
(2) Amounts expended during FY85 not funded through appropriation. Amounts shown for FY86 and 

FY87 are assumed to be funded through the continuing appropriation. Assume expenditures 
after FY87 are funded through bond proceeds.

(3) Amount required for fully rate stabilizing project participants. If no interest earnings 
are retained, this would be the amount of State contributions required.

(4) Assume a long-term reinvestment rate of 11 percent and a short-term rate of 9 percent. No 
interest earnings in FY85 or FY86.

9086/366



TABLE 2
BRADLEY LAKE HYDROELECTRIC PROJECT 
INTEREST EARNINGS ON STATE FUNDS 

(MILLIONS OF DOLLARS)*

FY
BALANCE
8-0-Y DEPOSIT*1*

CONSTRUCTION*2*
COST

INTEREST*3 )
EARNED

BALAI
E-0

THRU FY85 0 68 17 51
86 51 50 29 ---- 72
87 72 50 50 10 82
88 82 50 110 7 29
89 29 ---- 124 ----

90 ---- 26 - -

* Note: Interest earnings have not been included in the Plan of Finance for Bradley Lake. If 
interest earnings are included, the level of State contribution could be reduced.

(1) Deposit by State into equity contribution.
(2) Funded by Bond proceeds after State equity contributions are fully expended.
(3) Interest earnings on State contributions that are not expended based on a short-term 

reinvestment rate of 9 percent.

9086/366
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t BILL SHEFFIELD

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

□ F F I C E  O F  T H E  G O V E R N O R  
J u n e a u

J a n u a r y  2 2 ,  1 9 8 6

T h e  H o n o r a b l e  D o n  B e n n e t t  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P .  0 .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  B e n n e t t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a  S p o n s o r  S u b s t i t u t e  f o r  
S e n a t e  B i l l  1 2 3 ,  r e l a t i n g  t o  t h e  A l a s k a  P o w e r  A u t h o r i t y .

T h i s  s u b s t i t u t e  b i l l  d i f f e r s  f r o m  t h e  o r i g i n a l  v e r s i o n  i n  
t h a t  i t  d e l e t e s  t h e  o r i g i n a l  v e r s i o n ' s  s e c s .  2  a n d  4 ,  w h i c h  
w o u l d  h a v e  p r o v i d e d  f o r  i n c o m e  f r o m  i n v e s t m e n t  o f  t h e  m o n e y  
i n  t h e  p o w e r  d e v e l o p m e n t  f u n d  t o  b e  d e p o s i t e d  d i r e c t l y  i n t o  
t h a t  f u n d .  A l s o ,  s e c .  2  o f  t h i s  s u b s t i t u t e  b i l l  c h a n g e s  t h e  
w o r d i n g  o f  t h e  o r i g i n a l  b i l l ' s  s e c .  3  b y  s p e c i f y i n g  t h a t  
i n t e r e s t  i n c o m e  m u s t  b e  a c c o u n t e d  f o r  s e p a r a t e l y  a n d  t h a t  
t h e  l e g i s l a t u r e  m a y  l o o k  t o  t h a t  a m o u n t  o f  m o n e y  i n  d e c i d i n g  
h o w  m u c h  t o  a p p r o p r i a t e  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 .  
T h e s e  c h a n g e s  s h o u l d  r e m o v e  a n y  q u e s t i o n  a s  t o  t h e  b i l l ' s  
c o n s t i t u t i o n a l i t y .

S i n c e r e l y ,

B i l l  S h e f f i e l d  
G o v e r n o r



Mr. Newland s ta te d th a t the four-dam poo l communities can and w i l l  s i t  down 
w i th  APA a t any time to get power sa les agreements. He s ta te d the re are 
two reasons they want the p ro je c t th is  yea r: (1) p o t e n t ia l new loads or 
expanded e x is t i n g  loads who want to know the long term ra te  they w i l l  be 
g e t t i n g ; and (2) d ie s e l p r ic e s are d e c l in in g .

Tom S tah r , Anchorage M un ic ip a l L ig h t and Power, spoke on nea r- te rm power 
p r o je c t s . Senator S tu rgu lew sk i asked Mr. S tah r how the u t i l i t i e s  are 
coope ra t in g on power p la nn in g . Mr. S tahr s ta te d th a t an Areawide U t i l i t i e s  
Counc i l was se t up and a Systems Coo rd ina t ing Counc il was formed. Mike 
K e l ly  o f Golden V a l le y E le c t r i c  i s  chairman and Mr. S tah r i s  v ice -cha irm an . 
He s ta te d u t i l i t i e s  are work ing w e l l toge th e r p lann ing . APA i s  a lso a 
member o f t h i s  c o u n c i l and the bas ic concern i s  r e l i a b i l i t y .  He s ta te d i t  
would he lp i f  a de c is io n is  made on Sus itna w i t h in  the nex t few years .
He s ta te d CIRI has a lre ady a f fe c te d them and w i l l  con t inue to a f f e c t them.

Dave Hutchens, Execu t ive D i r e c to r , Alaska Rura l E le c t r i c  Coopera tive 
A s s o c ia t io n , presented an overv iew o f the u t i l i t i e s  in  the d i f f e r e n t areas 
o f the s ta te  which ARECA rep resen ts and t h e i r  energy needs. Senator 
Fahrenkamp asked Mr. Hutchens i f  A lyeska cou ld be exempted from APUC and 
Mr. Hutchens answered he sees no problem w i th  th a t .

Senator S tu rgu lew sk i recessed the meeting a t 2:00 p.m. and reconvened the 
meeting a t 2:40 p.m.

Bob Cross, A laska Power A dm in is t r a t io n , gave an update on the Ek lu tna 
p r o je c t and the Snett isham p ro je c t . He s ta te d Snett isham is  being expanded 
w i th  the C ra te r Lake a d d i t io n . He po in ted ou t two th in g s th a t are 
happening on the fe d e ra l le v e l :

1. The fe d e ra l a dm in is t r a t io n  has proposed a ra th e r s u b s ta n t ia l change in 
the way ra te s o f fe d e ra l power p ro je c ts are computed across the 
co u n t ry . Most o f the fe d e ra l investment in  power p ro je c ts  are being 
repa id under low in t e r e s t loans w i th  terms th a t were se t 10 to 40 
years ago. 0M3 has proposed th a t a l l  o f th a t inves tment be brought up 
to a cu r re n t in t e r e s t ra te  f o r  bas is o f repayment and onto a f ix e d  
am o r t iz a t io n  schedule which would have a dramatic impact on the 
revenue departments re la te d to these p ro je c ts .

2. The A dm in is t r a t io n  would l i k e  to see the A laska Power A dm in is t ra t io n 
so ld and out o f the business in  A laska . Terms o f the t r a n s fe r would 
be dependent on fe d e ra l and s ta te  l e g i s l a t i o n . The s ta tu s o f th is  
p ro je c t i s  s t i l l  in fo rm a l bu t Mr. Cross would l i k e  to see le g i s l a t i o n  
nex t yea r and maybe a t r a n s f e r w i t h in  the nex t two yea rs .

Senator S tu rgu lew sk i opened the Pub l ic Hearing on SB 123. |

Mr. Heath and Mr. Ba tt t e s t i f i e d  th a t t h i s  b i l l  would do two th in g s :

1. change the date o f the annual re p o r t from March to November to put i t  
on the f i s c a l yea r;



2. proposes to a l low  in t e r e s t to accumulate on the Power Development 
Fund.

Mr. Heath s ta te d they would come back w i th  a rev ised f i s c a l no te .

In  answer to ques t io n s , Mr. Heath s ta ted th a t the e q u i ty  approach i s  b e t t e r 
on Brad ley because i t  i s  sh o r t term co n s t ru c t io n  pe r io d w h i le  ra te 
s t a b i l i z a t i o n  is  b e t te r f o r  Sus itna because i t  i s  long term . I f  the rma l 
cos ts go up in  the fu tu r e  and the re is  not enough money in  the power
s t a b i l i z a t i o n  fund to make up f o r  i t ,  then the re w i l l  be h ig h e r ra te s f o r
the consumer. Mr. B a t t s ta te d th a t n e g o t ia t io n s are co n s id e r in g t h i s .

Senator S tu rgu lew sk i noted two po in ts th a t were brough t up in  prev ious 
Sus itna overv iews :

1. d i f f e r e n t costs o f d ie s e l and i t s  impact were accu ra te because i t  i s
looked a t over the long term;

2. economic growth was a minor impact by the p r ic e  o f o i l .

She s ta te d th a t she d isag rees w i th  number 2. She asked how the APA p roo fs 
the in fo rm a t io n they prepare regard ing power sa les agreements. Mr. Ba tt 
s ta te d APA meets w i th  the u t i l i t i e s  and b u i ld s t h e i r  c r i t e r i a  in to  the 
models. One o f the key fa c to r s  i s  the p r ic e  o f gas they pay f o r  t h e i r
gene ra t io n c u r r e n t l y . The second item th a t APA is  rev iew ing is  the p r ic e
o f coa l and what i t  w i l l  be.

Senator Zh a ro f f asked a te c h n ic a l ques t ion rega rd ing the b i l l  and the
bracke ted in fo rm a t io n  on l i n e  17. Senator S tu rgu lew sk i s ta te d th a t
committee s t a f f  would check on h is ques t ion . Senator Z h a ro f f a lso 
questioned where the funds are coming from th a t go in t o  the Power 
Development Fund and Mr. Heath w i l l  respond to th a t que s t io n .

Senator S tu rgu lew sk i s ta te d she w i l l  ho ld the b i l l  u n t i l  she rece ives the 
re v is ed f i s c a l note from Mr. Heath.

S co t t Highleyman, Execu tive D i r e c to r , A laska Env ironmenta l Lobby, s ta te d he 
has some concerns w i th  SB 123:

1. the c o n s t i t u t i o n a l i t y  o f the ded ica ted funds ;
2. amount o f money being taken from the genera l fund .

He s ta te d th a t i f  the le g i s la t u r e  fe e ls i t  necessary to pu t money in t o  a 
ded ica ted fund , then he advocates p u t t in g  i t  in to  the permanent fund .

Dave Hutchens, Execu t ive D i r e c to r , Alaska Ru ra l E le c t r i c  Coopera tive 
A s s o c ia t io n , t e s t i f i e d  in  support of SB 123. He be l ie v e s i t  i s  e s s e n t ia l 
th a t the in t e r e s t earn ings s ta y w i th  the money app ro p r ia te d by the 
le g i s l a t u r e  to the power development p ro je c ts  to be financed through the 
Power Development Fund. He s ta ted he has a concep tua l disagreement w i th  
the approach be ing taken in  the f i s c a l no te .

Senator V. F is che r asked Mr. Heath when the i n t e r e s t goes back in to  the 
Power Development Fund, can the APA Board s h i f t  i t  from Sus itna to Brad ley 
o r v ic e  ve rsa . Mr. Heath s ta te d he would ge t back to Senator F ische r .



Senator F ische r s ta te d he wants a p ro v is io n  in  the b i l l  th a t Sus itna money 
stays in  the Sus itna account. Mr. Heath and Mr. B a t t agree and w i l l  check 
on the ques t ion .

Senator S tu rgu lewsk i s ta te d the Pub lic Hearing would be con tinued and 
adjourned the meeting a t 3:30 p.m.
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MEMORANDUM A p r i l 4, 1985

TO: A l l  Members
Senate Resources Committee

FROM: S ta f f
Senate Resources Committee

RE: SB 123 "An Act r e la t i n g  to the A laska Power A u th o r i t y ; and
p ro v id in g f o r  an e f f e c t i v e  d a te . "

SB 123 amends the A laska Power A u th o r i t y  s ta tu te s  in  the fo l lo w in g  manner:

S e c t io n 1: Changes the su bm i t ta l date o f the annual re p o r t to the governor
and le g i s l a t u r e  from March to November o f each year in  o rder to p rov ide fo r 
f i s c a l  year re p o r t in g  ra th e r than the ca lenda r yea r.

S e c t io n 2: A llows in t e r e s t earned by the power development fund to be
depos ited to the fund ra th e r than to the gene ra l fund . The f i s c a l note
s ta te s th a t th i s  would amount to $44.4 m i l l i o n  in  FY 86 and inc rease to
$153.7 m i l l i o n  in  FY 90 as $200 m i l l i o n  per yea r i s  co n tr ib u te d to the fund 
from the genera l fund . 5

S e c t io n 3: S ta tes th a t in t e r e s t rece ived by the Department o f Revenue fo r
funds o f the a u th o r i t y  must be deposited in  the power development fund.

S e c t io n 4: S ta tes th a t income earned from the investment o f money
app ro p r ia te d to the fund is  depos ited in  the power development fund.

The a ttached l e t t e r  from Governor S h e f f ie ld  no tes th a t the re tu r n  o f 
inves tm en t income to the power development fund may be sub je c t to a le g a l 
cha lle nge under the ded ica ted fund p r o h ib i t i o n .

In c luded in  the packet i s :

1. L e t t e r  from Governor S h e f f ie ld ;
2. F is c a l note from the Alaska Power A u th o r i t y .

g b ta te  H c g t e la t u r e

fh :b h



B I L L  S H E F F I E L D
G O V E R N O R V

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

O F F I C E  O F  T H E  G O V E R N O R
J u n e a u

F e b r u a r y  1 ,  1 9 8 5

T h e  H o n o r a b l e  D o n  B e n n e t t  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1  

D e a r  S e n a t o r  B e n n e t t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a  b i l l  t h a t  a m e n d s  s t a t u t e s  
p e r t a i n i n g  t o  t h e  A l a s k a  P o w e r  A u t h o r i t y .

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

T h e  b i l l  a l s o  a m e n d s  t h e  e n e r g y - p r o g r a m - f o r - A l a s k a  s t a t u t e s  
r e l a t i n g  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  t o  p e r m i t  r e t u r n  o f  
i n v e s t m e n t  i n c o m e  t o  t h e  f u n d .  T h i s  a m e n d m e n t  w i l l  l e s s e n  
t h e  t o t a l  o f  a n n u a l  a p p r o p r i a t i o n s  n e c e s s a r y  t o  a c h i e v e  a  
$ 2  b i l l i o n  e q u i t y  i n v e s t m e n t  i n  S u s i t n a .  I t  s h o u l d  b e  n o t e d  
t h a t  r e t u r n  o f  i n v e s t m e n t  i n c o m e  t o  a  s e p a r a t e  f u n d  i s  
s u b j e c t  t o  a  c h a l l e n g e  u n d e r  t h e  d e d i c a t e d - f u n d  p r o h i b i t i o n  
i n  a r t .  I X ,  s e c .  7 ,  o f  t h e  A l a s k a  C o n s t i t u t i o n .  H o w e v e r ,  
t h e  D e p a r t m e n t  o f  L a w  h a s  i n d i c a t e d  t h a t  i t  w i l l  d e f e n d  
s t a t u t e s  p r o v i d i n g  f o r  s u c h  a  p r a c t i c e .

C-i v'/r* 1 \ r

B i l l  S h e f f i e l d  
G o v e r n o r
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ALASKA POWER AUTHORITY 
Power Development Fund

(000)

PROJECT NAME FY

Susitna Hydroelectric Project

Bradley Lake Project

Bradley Lake Project 
Terror Lake Project

1985
1986
1987
1988
1989
1990
1991

1985
1986
1987
1988
1989

1986**
1986**

* at an assumed rate of 11% per annum 

** balances available from previous FY funding

STATE
CONTRIBUTION

$100,000
200,000
200,000
200,000
200,000
200,000
200,000

50.000
50.000
50.000
34,448

0

10,548
868

EXPENDITURES

270
59,000
118,750
123,600

10,548
868

INTEREST
EARNINGS*

$ 0 
33,000 
58,663 
87,083 
118,662 
153,715 
192,624

0
10,971
11,188
3,145

443
12

TOTAL APA

1567WbT 2585 a

TOTAL
INTEREST
EARNINGS

$643,747

25,304

443 
 12

$669,506

I
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TITLE OF INCREMENT/DECREMENT: .
Interest earnings on deposits to the 
Power Development Fund

AGENCY CONTACT/PHONE NUMBER:
Department of Commerce and 
Economic Development 465-2500

CODE EXPENDITURE BY OBJECT
100

200

P e r s o n a l  S e r v i c e s

T ra v e l

ACENCY REO. GOV'S REO.

DESCRIBE WHY THIS INCREMENT/DECREMENT IS NEEDED AND WHAT IT PURCHASES:

The retention of investment earnings in the Power Development Fund is 
required to provide adequate state equity in the Susitna River Hydro­
electric Power Project (000).

* Power Development Fund

300 Contractual Services
400 Supplies
500 Equipment
GOO Lands, Buildings, Etc.
700 Grants, Cl dime, Etc.
800 Miscellaneous

TOTAL

1002 Federal Receipts
1003
1004
1005
1028

General Fund Match
General Fund t« 7 4 2 e
I -A  Receipts
Program Receipts
Other *  44,426

POSITION
INFORMATION

PFT

PPT
Non Permanent
S ta ff  Months

□
Enhance F.xisting Service 
Compared to FY 85

[~%j New Service Compared to FY 85

□
Continuation of FY 85 Service 
Level

□
Formula 
Program

IMPACT FROM CAPITAL PROJECT (NAME)
Susitna Hydroelectric Project Financing

Chapter ^  SLA 1 93/) Page/Line 44. „83 .41 (

---------------------- D 5 1 W L i lia n L " 0T~ c u i iuimf'Lfc! a n d  E i u i iu ln i i
AGENCY Development/Alaska Power Authority

I N C R E M E N T / D E C R E M E N T
R E Q U E S T

Agency Priority. _of_

( 6 / 8 4 ) - c 5

PROGRAM Energy and Power Development 

BRU Alaska Power Authority

COMPONENT________________________________

PROJECT

PAGE  ̂ OF 1

REVISED DATE
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A L A S K A  P O W E R  A U T H O R I T Y

334 WEST 5th AVENUE - ANCHORAGE, ALASKA 99501 Phone: (907) 277-7641 
(907) 276-0001

April 15, 1985

Honorable Arliss Sturgulewski 
Alaska State Senate 
Pouch V
Juneau, Alaska 99811 

Dear Senator Sturgulewski:

In response to your request, a revised interest earnings schedule on the 
deposits of the continuing appropriations for both the Susitna and Bradley 
Lake projects into the Power Development Fund has been prepared.

The major points of revision include changing from state equity contributions 
to rate stabilization and f'"om the Susitna FERC licensing concept to staged 
construction. The revised schedule of interest earnings, under rate stabilization, 
is carried out through the life of tue balance of the deposits. The previous 
schedule, based on state equity contributions for Susitna and Bradley, carried 
through FY91 and FY89 respectively.

In addition, the rate stabilization in the Susitna staged construction requires 
approximately $2.6 billion in State contributions if interest earnings are 
not retained in the Power Development Fund. By retaining the interest earnings, 
the level of State contributions is decreased to $600 million. This amount 
will vary depending on when the interest earnings start to accrue to the 
Power Development Fund. The revised schedule sets out FY87 as the starting 
point where interest earnings begin accruing to the fund.

It is important to note that revised construction costs of the staged concept 
are currently being developed. Additionally, as the Authority continues 
negotatio"s with the rail belt utilities, the level of the thermal alternative 
costs may .ange. To the extent that the construction cost? and alternative 
costs change, the required rate stabilization contribution could also change.

Impact on the General Fund is based on the rention of interest earnings on 
Power Development Fund appropriations. Please refer to Tables 1 and 2 (revised 
schedules) for a detailed and complete estimate of interest earnings.

Please contact my office if additional information is required.

C •» n/'r.virtl w

Robert D. Heath 
Executive Director

RDH/SW/ka



TABLE 1
SUSITNA HYDROELECTRIC PROJECT 

INTEREST EARNINGS ON STATE FUNDS 
(MILLIONS OF DOLLARS)

BALANCE /nx CONSTRUCTION*2) RATE*3) INTEREST*4) BALANCE
FY 3-0 -Y DEPOSIT' ' COSTS STABILIZATION EARNED E-O-Y
85 0 100 100
86 100 200 20 — — 280
87 280 200 20 — 52 512
88 512 174 — — 75 761
89 761 — — — 84 845
90 845 — — — 93 938
91 938 — — — 103 1 , 0 4 1
92 1 ,041 — — — 114 1 ,155
93 1 ,155 — — — 127 1 ,282
94 1 ,282 — — — 142 1,427
95 1 ,424 — — — 156 1 ,580
96 1 ,580 — — 245 161 1 ,496
97 1 ,496 — — 265 150 1 ,381
98 1 ,381 — — 241 140 1 ,280
99 1 ,280 — — 221 129 1 ,188

2000 1 ,188 — — 176 120 1 ,132
01 1 ,132 — — 151 117 1 ,098
02 1 ,098 — — 464 96 730
03 730 — — 424 57 363
04 363 — — 382 19 0

(1) Deposit by State into Rate Stabilization Fund required if interest earnings are retained.
(2) Amounts expended during FY85 not funded through appropriation. Amounts shown for FY86 and 

FY87 are assumed to be funded through the continuing appropriation. Assume expenditures 
after FY87 are funded through bond proceeds.

(3) Amount required for fully rate stabilizing project participants. If no interest earnings 
are retained, this would be the amount of State contributions required.

(4) Assume a long-term reinvestment rate of 11 percent and a short-term rate of 9 percent. No 
interest earnings in FY85 or FY86.

9086/366



TABLE 2
BRADLEY LAKE HYDROELECTRIC PROJECT 
INTEREST EARNINGS ON STATE FUNDS 

(MILLIONS OF DOLLARS)*

FY
BALANCE
B-O-Y DEPOSIT^

THRU FY85 0 68
86 51 50
87 72 50
88 82 50
89 29
90 - -

CONSTRUCTION^ INTEREST^ BALANCE
COST EARNED E-O-Y

17 —  51
29 —  72
50 .10 82
110 7 29
124 
26

* Ncte: Interest earnings have not been included in the Plan of Finance for Bradley Lake. If
interest earnings are included, the level of State contribution could be reduced.

(1) Deposit by State into equity contribution.
(2) Funded by Bond proceeds after State equity contributions are fully expended.
(3) Interest earnings on State contributions that are not expended based on a short-term

reinvestment rate of 9 percent.

9086/366



^ 5 / 3  / 2 3

B I L L  S H E F F ' I E L O
□ S i v e r ’ n c S'r

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

O F F I C E  O F  T H E  G O V E R N O R
J u n e a u

January 22, 1986

The H onorable Don Bennett 
P r e s i d e n t  of the Senate 
A l a s k a  State Legislature 
P. 0. Box V  
Juneau, AK 99811

Dear Senator Bennett:

U n d e r  the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am tr ansm i t t i n g  a Sponsor Substitute for 
Senate Bill 123, relating to the Alaska Power Authority.

This substitute bill differs from the original v e rsion  in 
that it deletes the original v e r s i o n’s secs. 2 and 4, which 
w o u l d  have provi d e d  for income from investment of the money 
in the power developmen t fund to be deposited di rectly into 
that fund. Also, sec. 2 of this substitute bill changes the 
w o r d i n g  of the original bill's sec. 3 by specifying that 
interest income must be accounted for separately and that 
the legislature m a y  look to that amount of mon ey in deciding 
h o w  m u c h  to appropriate to the power deve lopment fund. 
These changes should remove any que stion as to the bill's 
constitutionality.

Sincerely,

Governor



BY THE RULES COMMITTEE BY
1 IN THE SENATE REQUEST OF THE GOVERNOR

2 SENATE BILL Nf. 123

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the Alaska Power Authority; and

7 providing for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * Section 1. AS 44.83.200 is amended to read:

10 Sec. 44.83.200. ANNUAL REPORT. Before November [MARCH] 1 of

11 each year, the authority shall submit to the governor and the legisla-

12 ture a comprehensive report describing operations, income^ and expen-

13 ditures for the preceding fiscal year [12-M0NTH PERIOD].

14 * Sec. 2. AS 44.83.382(b) is amended to read:

15 (b) The fund includes

16 (1) moi.ey appropriated to it by the legislature; [AND]

17 (2) [Repealed by sec. 27, ch. 89, SLA 1983.] — — '—

18 (3) income from investment of money in the fund.

19 * Sec. 3. AS 44.83.386 is amended to read:

20 Sec. 44.83.386. INVESTMENT OF FUND. The Department of Revenue

21 shall invest the money in the fund in accordance with AS 37.10.070 and

22 37.10.075. The Department of Revenue shall provide money in the fund

23 to the authority only after costs have been incurred or amounts in the

24 fund have been otherwise obligated under contracts for the acquisition

25 and construction of a project. Amounts that have been obligated, but

26 for which costs have not yet been incurred, may be segregated by the

27 Department of Revenue or transferred to the authority only with the

28 prior approval or agreement of the commissioner of revenue. Interest

29 received on money that is segregated or transferred under this section

-1- SB 123



1 must be deposited in the power development [GENERAL] fund.

2 * Sec. 4. AS 44.83.388(b) is amended to read:

3 (b) Income earned from investment of money appropriated to the

4 fund must [SHALL] be deposited in the [GENERAL] fund [AND MAY BE

5 APPROPRIATED TO THE FUND BY THE LEGISLATURE].

6 * Sec. 5. This Act takes effect July 1, 1985.

SB 123 -2-



M E M O R A N D U M S t a t e  o f  A l a s k a

to: J o h n  S h ive ly
Chief of Staff 
O f fic e of .the Governor

DATE: December 11, 1984

fileno: 366-262-85

TELEPHONE NO: 465-3600

from: N o r m a n  C. G o rsuc h
ral

subject: Use of continuing
appropria tion for 
cost of FERC license

By:
A s s i s t a n t  A t t o r n e y  General

This m e m o  confirms m y  oral advice to M a ri lyn Twitchell 
that the cont in u i n g  a p p ropria tion to the power development fund 
for " e quity investment in, and rate stabilisation for, the 
Susitna R i v e r  h y d r o e l e c t r i c  project" can be used to pay the costs 
of FERC licensing. Sec. 314, c h . 171, SLA 1984.

The State's equity investment in the project includes
amounts p a i d  from state appropriations for the cost of 
prepa r a t o r y  studies, designs and licensing work. AS 44.83.384 
provides in p e r t i n e n t  part that

(a) The [power d; /elopment] fund may be used by 
the authority to prov ide m o n e y  for

(2) the cost of a powe r project, including but 
not limit ed to the costs of acquiring n e c e s­
sary licenses,

This s e ction  permits use of m o n e y  appropriated to the power 
develo pment f und for equity investment in the Susitna River 
h y d r o e l e c t r i c  p r oject  to b e  u s e d  to pay for the costs of FERC 
licensing. L e g i s l a t i o n  to acc omp l i s h  that purpose is therefore 
no t  necessary.

MA F : c c t
cc: Ray Gillespie, Director

L e g i s l a t i v e  Relations



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 TARED CDNSTRUCTTflN P R E S E N T A T I O N

RATE S T A B I L I Z A T I O N  A C C O U N T S  (FRAME A) 

($ M I L L I O N S  NOMINAL)

FERC L I C E N S E  C O N C E P T *

YEAR

C O N T R I B U T I O N  

(PAY IN)

RATE S T A B I L I Z A T I O N  

(PAY OUT)

A C C RUED

C O N T R I B U T I O N

1985 $ 100.0 100.0

198 6 200.0 - 333.0

1987 200.0 - 591.6

1988 200.0 - 878.7

1989 200.0 - 1,197.4

1990 200.0 - 1,551.1

1991 41.9 - 1,768.3

1992 - - 1,962.8

1993 - - 2 , 178 .7

1994 -• - 2,418.4

1995 - - 2, 684.4

1996 $ 2,979.7

1997 - 539 2 , 7 3 9 . 5

1998 - 547 2 , 4 6 4 . 6

1999 - 509 2 , 1 99.4

2000 - 448 1,969.4

2001 - 408 1,756.2

2002 - 745 1,164.4

2003 - 668 588.7

2004 - 550 74.0

2005 — 78 0.0

$1,141.9 $4,492

M2670 . 3 4  * WITH U P D ATED E C O N O M I C  AND F I N A N C I A L  P A R A M E T E R S

36A



SIISTTNA H Y D R O E L E C T R I C  P R O J E C T  

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

RATE S T A B I L I Z A T I O N  A C C O U N T S  (FRAME B) 

($ M I L L I O N S  NOMINAL)

ST A R E D  C O N S T R U C T I O N  C I N C E P T

C O N T R I B U T I O N  RATE S T A B I L I Z A T I O N  A C C R U E D

y e a r  (PAY I N ) (PAY O U T ) C O N T R I B U T I O N

1985 $ 100.0 '  - 100.1

1986 2 0 0 . 0 ^  - 333.1

1987 2 00.0  7  - 5 9 1 . 6

1988 9 4 . 0 7 - 761.•

1989 /  ,  -  844.7

1990 -  | J u «  '  9 3 7 ‘ 6
1991 - / / A  '

1992  - A  A  - 1 - 1 5 5 . 2

1993 - U  A  - 1 - 2 8 2 . 3

1994 -  V /  P  -  U m ' 2
1995 - ' A W  -  1 - 5 7 ? . ?

1996 - J  $ 2 4 5 ^  1.495.6

1997 - J y  265 1 , 3 8 0 . 9

1998 - 2 4 1 ^  1,278.9

1999 - 221 1,18 6.7

2000 - 1 7 6 X  1,131.8

2001 - l S l ^  1,097.1

2002 - 4 6 4 ^  729.1

2003 - 424 A  362.6

2004 - 3 8 2 '  0.0

2005 - - 0.0

$ 594.0 $2,569

M 2 6 7 0 . 3 5

36B
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4 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 TAGED C O N S T R U C T I O N  P R E S E N T A T I O N

STATE C O N T R I B U T I O N  

C O M P A R I S O N  OF PAY IN AND PAY OUT OF FUNDS 

($ M I L L I O N S  NOMINAL)

YEAR

FERC L I C E N S E  C O N C E P T *

RATE

C O N T R I­

BUTI O N  

(PAY IN)

S T A B I L I­

ZATION 

(PAY OUT)

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

RATE

C O N T R I­

BUT I O N  

(PAY IN)

S T A B I L I­

ZAT I O N  

(PAY OUT)

1985 

198 6

1987

1988

1989

1990

1991

1992

1993

1994

1995

1996

1997

1998

1999

2000 

2001 

2002

2003

2004

2005

$ 100 

200 

200 

200 

200 

200 

42

539

547

509

448

408

745

668

550

78

100

200

200

94

245

265

241

221

176

151

464

424

382

$1,142 $4,492 $ 594 $ 2 , 5 6 9

M 2 6 7 0 . 3 3  *

36C

WITH U P D A T E D  E C O N O M I C  AND F I N A N C I A L  ^ R A M E T E R S



T&TFi DIF ALASKA 
THOU iilBDHaTTMi

LEGISLATfVfc &FARS AGBJCY
LEGIS L A T I V E  R E F E R E N C E  L I B R A R Y

May, 1986

Copies of m i n u t e s  listed b e l o w  w e r e  originally included 
in this file. The m i n u t e s  are available on the STAIRS 
date b a s e  C M  14. In order to save space copies of 
minutes  have not been left in the files.

Jeanie Henry

po u c h y , state cam io i
JUNEAU, AlASKA 99811 

907.465-3600

SENATE R E S O URCES COMMITTEE  ̂ J $ 5 ,  I ^  ' O B  | 5 m
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