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The Finance Committee has considered HB 120

"An Act relating to interest earned on the power development revolving loan
fund? and providing for an effective date."

RECOMMENDS:
ty ] replace with .~ c2Q C 0C 1 the sam? title
¢ i attached amendment(s) [ 1 anew title
* do pass
do not pass
no recommendation
individual recommendations
additional ereferral to the Committee
ADOPTS: letter of intent

ATTACHES NEW FISCAL NOTE(s)

DE£] fiscal impact [ ] same as previous fiscal note
[ 1 zero fiscal note published
[ 1 zero with analysis [ ] same as previous zero fiscal

note published
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5-03678B

Original sponsor: Rules/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 120 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the principal and interest paid
to the power development revolving loan fund; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.33.600(b) is amended to read:
(b) The fund consists of
[(1)] appropriations to the fund by the legislature [;
(2) REPAYMENTS OF PRINCIPAL TO THE FUND; AND
(€)) INCOME FROM INVESTMENT OF MONEY IN THE FUND AND FROM
LOANS MADE FROM THE FUND].
* Sec. 2. AS 44.33.600 is amended by adding a new subsection to read:
(©) Income earned from investment of money 1in the fund and
repayment of principal and interest on loans made from the fund shall
be deposited in the general fund..

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

-1- CSHB 120 (Fin)



STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
Bill Version: CSHB 120CE£*EI\

REQUEST! Publish Date: 2111787
|S|0n te: ff d.
T fitSresteamed-ar the-Poves o A c?:cdﬁntm:: HEOﬁIecF oné

@velopnm Revolvu}g Loan And

Components:..
Requestor: mePrnnr P

EXPENDITURES/REVENUES:  (Thousands of Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS
TOTALOPERATING ..o 0.0 0.0 0.0 oo 0.0
CAPITAL

revenve PORF 00 (2575.6) (6,973.8) (7.811.5) (9,119.8) (9,362.7)
RRENE - F 0.0 2575.6° 69738 78115 9.119.8 9,362.7

FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERALFUNDS
OrilER

TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attacha separate page If necessary)

éérevenue IS appropriated to the General Fund by Sec. 427, (H 130,
ney

Al
Est%\a( fe e%g%&g Si$aﬁ9 &Av\hlch $3,384.6 is appropriated to

ety K countmg o| ech gﬁsc or I<! R

Approved by Commissioner.  <fl/ftntho'nv Smith Qale
Agency: Department of' Commerce and EconomiC Development

Distribution (by preparer). ~ :
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget 1 ]
Impacted Agency(ies) pege. of
Senate Secretary
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Lew
2/25/87

Original sponsor: Rules/Governor

3Y THE FINANCE COMMITTEE

IN THE HOUSE
CS FOR HOUSE BILL NO. 120 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL p-
For an Act entitled: "An Act relating to the principal and interest paid

OfEj
to the power development revolving loan fund; and

providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
101 * Section 1. AS 44.33.600(b) is amended to read:
(b) The fund consists of
[(Y)] appropriations to the fund by the legislature [;
13 (2) REPAYMENTS OF PRINCIPAL TO THE FUND: AND

(©) INCOME FROM [INVESTMENT OF MONEY IN THE FUND AND FROM

LOANS MADE FROM THE FUND].
* Sec. 2. AS 44.33.600 1is amended by adding a new subsection to read:
(©) Income earned from investment cf money in the fund and

repayment of principal and interest on loans made from the fund shall

be deposited in the general fund.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).



"*SvjfeGo M HTFrrrn

r-Kay Brown

A la s k a State Legislature /\iCOMMet/\O/STibO-

H ouse of R epresentatives

ypfto pRopo”eD
073 (Xnf\Cttefri) \ANTH

RsCAL t”~0Ttr

MEMORANDUM A\ AOwWic-H-Frk).

T0: Representative Kay Brown
Representative Mike Davis
Representative Steve Frank

FROM: Eric F. Myers, Staff
DATE: March 1, 1987
SUBI: HB 120/Power Development Revolving Loan Fund

Several issues came up during the hearm% on HB 120 concerning the Power
Development Revolving Loan Fund (PDRL % The original bill introduced by

request of the Goveror would have Interest earnings from the fund diverted
from the PDRLF and placed into the General Fund ?Attachment 1)

Representative Adams has proposed a Finance CS which would provide that
both the interest and the rmmfal of loan repayments be diverted from the
revolving fund and placed into the general fund. A copy of the draft CSis
attached (Attachment 2).

This memorandum addresses issues pertaining to these Proposed measures
and attempts to clarify potential fiscal |m‘g_acts in light o ?re-exwtlng
appropriations of earnings from the PDRLF to the general fund.

Fiscal Impacts

According to Martin Richard ﬁx-2555) of the Division of Accounting and
Collections, the Four Dam Pool "project” is the only loan in the PDRLF
portfolio. Accordingly, the primary effect of the bill is to redirect that

During Session:
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repayment stream away from the PDRLF into the general fund. The debt
service component of the Four Dam Pool loan, according to the terms of the
1985 Four Dam Pool Loan Agreement, consists entirely of interest for the
first 15 years of repayment; prlcgaal payments begin thereafter. A projection
of the PDRLF (ie, Four Dam Pool) debt repayment schedule prepared by the
Division of Accounting and Collections is attached (Attachment 3).1

Another source of earings for the PDRLF is a $7 million cash deposit
residing in the fund for self-insurance retention gAttachment 4). Acccording
to Don Hitchcock (x-2180) of Risk Management, this money is kept in the
PDRLF in order to provide for a $7 million deductable a?alnst an insurance
pollcz for replacement of dam structures in the event of a catastrophic

event. These retained funds are estimated by the Division of Accounting and
Collections to earn 600.0 annually which also accrues to the PDRLF.

In summary, the stream of PDRLF earnings potentially redirected by HB 120
(or CSHB 120/Fin) includes: 1) the repayment of the debt service component
of the Four Dam Pool loan, together with 2) the earnings of the $7 million
insurance retention.

However, while considering this repayment stream it is essential to keep in
mind that there is alreadg a prlorgear appropriation which has a claim on
the repayment stream into the PDRLF. Ch 130, SLA 86, Sec 427 appropriated
18,605,900 from the PDRLF to the general fund gAttachment 5). Most of this
obligation was paid off in FY 86, with another 3,384,600 required in FY 87 to
fully satisfy this appropriation.

The fiscal poge for r1B 120 (Attachment 6) properly reflects the fact that the
Iﬂaﬁ‘aeffect of HB 180 (or CSHB 1)2 /Flpn) v%//ould be to appropriate the

Four Dam Pool repayment stream plus insurance retention earnings, minus
outstanding obligations. (That is, for FY 87; 5360.2 +600.0 - 3384.6 =2575.6.
Begond FY'37, the earning stream is the simple sum of the Four Dam POOl
de trepagment and the Insurance retention earnings, projected into the
future at 600.0 annually.)

Relationship of HB 120 to Section 18 of HB 75

It should be noted that another Administration proposal embodied in Section
18 of HB 75 (the Governor's proposed 0é)erat|ng budget) would also tap the
earning stream of the PDRLF. Section 18 proposes an appropriation of
$1,939,300 from the PDRLF to the general fund (Attachment 7). If HB 120 is



passed, this proEosaI would be uneccessary. If both measures were to pass,
care must be taken not to "double count" these funds.

Constitutionality of Revolving Loan Funds

It is widely acknowledged that revolving loan funds are constitutionally
suspect in light of the prohibition of dedicated funds as noted in the
Governor's letter of transmittal (Attachment 8). The proposed CS would
correct this problem in its entirety.

Notes:

* According to the terms of the Long Term Power Sales Agreement for the Four Dam
Podl, the wholesale rate for power from the projects consists of two separate
components;_1) the power production cost component, and 2) the ceot service
component, The first component is dediicated to O8Mand insUrance paynents for the
Four DamPool facilities and appropriated through the Alaska Power Authority's
operating budget. Only the second component iS5 paid into the PDRLF as debt repayment.

c.  Representative Adams
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Introduced: 2/11/87 wo0367h
Referred: Finance

BY THE RULES COMMITTEE BY

1 IN THE HOUSE REQUEST OF THE GOVERNOR

2 HOUSE BILL NO. 120

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to interest earned on the power
7 development revolving loan fund; and providing for an
8 effective date."

9 BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1.AS 44.33.600(b) is amended to read:

11 (b) The fund consists of

12 (1) appropriations to the fund by the legislature;

13 (2) repayments of principal to the fund [; AND

14 (3) INCOME FROM INVESTMENT OF MONEY IN THE FUND AND FROM
15 LOANS MADE FROM THE FUND].

16 * Sec. 2. AS44.33.600 is amended by adding a new subsection to read:
17 (c) Income earned from investment of money in the fund and
18 repayment of interest on loans made from the fund shall be deposited
19 in the general fund.

20 * Sec. 3.This Act takes effect immediately under AS 01.10.070(c).

HBO120A -1- HB 120



Attach ah- 3

POWER DEVELOPMENT REVOLVING LOAN FUND

Interest only payments
for the first fifteen
years. Payment based
on debt service esti—
mates in Long-term

Power Sales Agreement

REPAYMENT SCHEDULE
$ in thousands

FY 87 4718.9
FY 88 5360.2
FY 89 6373 .8
FY 90 7211.5
FY 91 8519.8
FY 92 8762 .7
FY 93 9076.3
FY 94 9447. 3
FY 95 9835.7
FY 96 10217.6
FY 97 10421.3
FY 98 10635.9
FY 99 10859.3
FY 00 11093.7
FY 01 11339.5

The loan will be amortized over the remaining term of 30 years at 8%,
Principle and interest payments will be 16,531.6 per year*.

Total payments over the

Debt service estimates

life of the loan:

(per Power Sales Agreement) - 15 years = 133,873.5
Principle and Interest x 30 years = 495.948.0
Total payments = 629,821.5
os/ - 'S Cccum >V Cje&lA [

[ |



December 31, 1986

n
Small  Commercial . Bul Child
Veterans BusrPness FTS% Tourism FuelT Care

[
=
—

- Alternative Residential _ Flsh / PowFr V/ater
st Mining nergy nergy  Enhance Develop > Res Total

CASH WITH TREASURY POOL 14384 28303 18,989.§ 268} 995.% 063 M31 4489 3273 82T 20884 70068 § 71824
i) I NG 2 He ¥ Y ) : g W SR A 1
e eteﬁweeréogvﬁréilﬁsttsme”ts | 7.93 ?50(3 (L4612 Py omy Y B o wmy % 1157
OTHER CURRENT LIABILITIES
Una%)ﬂ%d Sgsgense (55.6) (%2.9} (4794 (0.6) (23.@ (0.&) 0- (67;21) (L0 (2.0) 0- 0- 8 (6%3.8
Unboalet Sispente e I v L0 0w ¢ iy
Edbow P By ok ¢t t t - & ¥y 0 LS S
RESTRICTED FUNDS
000 00 (500 (500 (50 () (50  B0Q (509 (508 (0. 4 1925
Eggefr%rﬁﬁﬁra%gng%e{ve R A A e S
Ot r??oeapproprlalions (3,665.5)' 0- (- 0- 0- 0- o- 0- 0- o 0- 0 0 (3,665.5)
CASH BALANCE SUBTOTAL  (28723) 260175 166716 25101 926 2878 401 3922 30022 742 2746 ( 70000 5 0 634277
E C&MMITMENTS' N R X N WC (146.%% (250.?% q (11@) 0 % (7,000.0%' > (,566.43
LESS P MITMENTS' o0- 1817, (- - O - - 18176
aiin LA S - B & : - F
12/31/86 CASH BALANCES 32 8075 BIBT 250T 825 W12 181 3922 30608 TM2 27246 - 0 567002

'Funds cominitled by Loan Committee aploloval but not ¥et requested by Division ol Investments.

"Funds committed by Accounting_and Collections (or sellinsurance reténtion.

'Secs. 3and 4, Ch 156, SLA 84 will reduce the 6-3086 balances to $0.0.

*Sec. 102 Ch 138, SLA 86

°Secs.39&645Ch13OSA8(|5 . , , , y

+Sec. 427, Ch 130, SLA 86 (Tota reagglopllatlon Irom PD is §18606.9; $8,590.1 was Itanuluneil 8 15bd, $4,092.0 was transferred 111786; $1930.2 was transleried 129 86; remaining $3,984.6
to be transferred as received by DAC. ,

'Prequalificalion commitments (ot limited entry permits; pursuant to AS 1610310(a)(8)



Chapter 130

0 read;

-« appropriated
ration and Public
>1 loading ,-acil-

rarcicipace

in

AMTaMVEANY 5

1986 SLA CH. 130

Chapter 133
miacural Resources for paysenc as a {rant under AS 37.39.I6 to the Falser
Alaska Stat* Fair for operacmg expensesi and

(2) the sua of S40.000 is aoprcorlaced to ©. :eoarcuert :f
Adamlscracion for paynenc as a grant under AS 37.33.3:5 to tre Macanusxa-
Susicna Borough for Maud Road upgrade and rair.cenance.

o Sec. 126.the aoprcpnaclon and allocation node in nc. 26, .s. :3.
LA 1939, page 113, line 23 ana page '1?. line « iSenate aovlacrv 2uun-
ell  3139.700) lapses Into the general fund June 30, 738L

* Sec. .27, The sua of 339.753,100 is asoropnaced to the generai fund
from che following enterprise funds;

World War It Veterans' Revolving

Loan Fund (AS 26.13.090) 3 .05e00
Coraerclal Fishing Revolving

Loan Fund (AS 16.10.310) 2.300.000
Mining Revolving Loan Fund

(AS 27.09.010) "3,350,300
Alternative Technology and Energy

Loan Fund (AS 15.88.010) *.309,000
Residential Energy Conservation

Loan Fund (AS 45.89.010) '.300,000
Power Davaloptsenc Revolving

Loan Fund (AS 44.33.600) *3,605.900

"ural Electrification Revolving —
Loan Fund <AS 44.83.361) 300

739
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

1 Bill Version: CA 120
REQUEST: ubish Date: 111117
Revision Date: Agency Affected. Commerce & Econ. Qev.
Title: Interest earned on the Power BRii; Accounting 4 Collections
Development Revolving Loan Fund
sP°nsor:  Phlps r.nmmittPP Components

Requestor:_SQyafnnr

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 87 FY 38 FY 89 FY 90 Fyol | FY 92

PERSONAL SERVICES 1
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPVENT 1
LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 00 0.0 0.0 0.0 0.5 1 0.0
CAPITAL

)1 (7,311.501 (9.119.37(9.362.7:

REVENUE -PDRIF 0.0 (2,575.6) 1(6,
6 73115 3.H3.5 33627

REVENUE - GF 0.0 2,575.6
FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS ¢
OTHER
irrr-\L

973.8
373.3

13.

__-l_\
R PR

POSITIONS:

FULLTIME
PART-TIME
TEMPORARY |

—_—

ANALYSIS : (Attach aseparate page if necessary)
All FY 37 revenue is appropriated to the General Fund oy Sec. 427, CH 120,

Es%mateg revenue for FY 88 is $5,960.2 of which 33,334.6' is aoproDriated to
the General Fund by Sec. 427, Ch 130,SLA(V8lo~. s

Prepared Dy Martin L Richard. D_|rector m -65-2555
Division .~ Accounting \ Collections - ' // Date: =IL£I

Approved byDCommlssmner <Tl/Anthony "fflith
Agency.Department 0 f Commerce Ino Economic Development -

Distnbuuon (by preparer): t

Legislauve Finance

Legislative Sponsor

Requestor

Office of Management and Budget

Impacted Agencyties) pace------- of
Senate Secretary
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STEVE CDWPER

Gqgvernchb

State of A laska

OFPrCE CF "HE fIOVSHINCHI
v NEAv

February 10, 1987

The Honorable Ben C-russencorf
Speaker of the House

Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

~\NJh' A

Under the authority of art. 111, sec. 18, of the Alaska

Constitution, | am transmitting a bill that and
amends statutes relating to the dedication of investment
income to the power development loan fund. This dedication
is contrary to both the spirit and the letter the
constitutional prohibition in art. IX, sec. 7 against the
dedication of a tax or license. The money, under this bill,
would be returned to the general fundwhere it would be

available for appropriation. /



Chapter 130
to read:

I la appropriated
‘tnelon and Public
al Loading Facll

0 the general fund
ant under AS 37.-
nduaerlal Center,

nomousing-l»

le general fund co
a grant under
aclon Association
> participate in
.. 1987.
the appropriation
, lines Il and 13
Highway Repave ¢

he Department of
jCS CSHB 576(Fin>

1936 SLA CH. 130

I
I
i Chapter 130
= natural Resources for payment as a grant under AS 37.03.316 to the Palmer
., Alaska State Fair for operating expenses: and
(2) the sum of $60,000 Is appropriated to the Department of
Administration for payment as a grant under AS 37.03.315 to the Matanuska-
Susitna Sorough for Maud Road upgrada and maintenance.
* Sec. 626. The appropriation and allocation made in sec. 26, ch. 98,
SLA 1985, page 118, line 23 and page 119, line 16 (Senate Advisory Coun-
cil - $639,700) lapses Into the general fund June 30, 1987,
* Sec. 627. The sum of $39,753,600 is appropriated to Che general fund
from the following enterprise funds:
World War |1 Veteransl Revolving

Loan Fund (AS 26.15.090) S 608.600
Cotmercial Fishing Revolving

Loan Fund (AS 16.10.310) 2,€00,000
Mining Revolving Loan Fund

(AS 27.09.010) 13,350,000
Alternative Technology and Energy

Loan Fund (AS 65.88.010) 1.809.000
Residential Energy Conservation

Loan Fund (AS 63.89.010) 1.800.000
Pover Development Revolving a

Loan Fund (AS 66.33.600) 18,605,900 J
Rural Electrification Revolving

Loan Fund (AS 66.83.361) 1,779,900

mmb»«, mm§ Seatlan 2—ah, 26,-SLA—1986—page Orline 20
1985 Is amended to read:
ATPRWUAUOH GENERAL
[TEMS

EQv Il Air Pateel-Hawgee
SCS CSH2 576(FIn) -88-

739



POWER DEVELOPMENT REVOLVING LOAN FUND

REPAYMENT1 SCHEDULE

Interest only payments FY
for the first fifteen FY
years. Payment based FY
on debt service esti— FY
mates in Long-term FY
Power Sales Agreement FY
FY
FY
FY
FY
FY
FY
FY
FY
FY

87
88
89
90
91
92
93
94
95
96
97
98
99
00
01

in thousands

4718.
5360.
6373.
7211.
8519.
8762.
9076.
9447 .
9835.

~NWW-~Joo Ul N O

10217.
10421.
10635.
10859.
11093.
11339.

The 1loan will be amortized over the remaining term

Principle and interest payments will

Total payments over the life of the

Debt service estimates
(per Power Sales Agreement) -

15 years

Principle and Interest x 30 years =

Total payments =

Wv/  tWs5>\o0P

0r- %JyE—

o .

loan:

O NW o wo

of 30 years at 8%.

be 16,531.6 per year.

133,873.5

495,948.0

629,821.5

(\c CLOONnIA 1
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10
11
12
13
14
15
16
17
18
19
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Introduced: 2/11/87
Referred: Finance

IN THE HOUSE

For an Act entitled: "An Act relating to interest

BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

HOUSE BILL NO. 120

wo0367h

BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL

earned

on th

e power

development revolving loan fund; and providing for an

effective date."

* Section1l. AS 44.33.600(b) is amended to

(b) The fund consists of

(1)
(2)
(3)

read:

appropriations to the fund by the legislature;

repayments of principal to the fund [;

AND

INCOME FROM INVESTMENT OF MONEY IN THE FUND AND FROM

LOANS MADE FROM THE FUND].

* Sec. 2. AS 44.33.600

(c) Income earned from investment

of

money

is amended by adding a new subsection

in

to read:

the fund and

repayment of interest on loans made from the fund shall be

in the general fund.

* Sec. 3. This

HB0120A

deposited

Act takes effect immediately under AS 01.10.070(c).

HB 120





