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(A) The Fund will be established and held by the
Committee in an interest-bearing account in
st for the benefit of the Initial Pro-

(E) monies in the Fund shall consist of the
chasers' contributions under Section
)(1)(C) of this Agreement, any contribu-
ns to the Fund from sources other than
Purchasers, and interest earned on all

h contributions.

(C) Proposed expenditures from the Fund shall be
subject to apProva] by the Committee and
consistent with criteria the Committee shall

adopt.

(D) In order to permit the Fund balance to in-
crease as ragldly as possible, the Authority
agrees that pefore expenditures are made
from the Fund the Authority will use for
renewal and replacement purposes, as neces-
sary, all available and previously unexpend-
ed proceeds from the loan used to finance
the Initial Project under AS 44.33.

(E) The Fund and the Purchasers' contributions
shall continue during the term of this Ag-
reement and any period for which this Aqree-
ment is renewed. Thereafter, the Committee
shall pay over to the Authority the unex-
pended balance of the Fund.

SECTION 7. Project Management Committee? Formation and Duties

~(a) The Parties hereby establish a Project Management Com-
mittee “(the "Committee") to mFIement the provisions of this
Agreement. The Committee shall consist of one \apresentative of
each Party. - BRNES

~(b) Each Party shall notify all other Parties in writing
of its de3|%nated representative and of an alternate representa-
tive. Any Party ma¥_change its representative or alternate rep-
resentative at any time and shall promptly provide written no-
tice of such change to all other Parties,

~(¢) The Committee shall meet at least quarteu¥. Written
minutes shall be kept for all meetings of the Committee.

(d The Committee shall adopt, by majority approval, pro-
cedural rules qovernlng the conduct of the Committee's affairs.
Such rules shall address, among other matters, the periodic se-
lection of Committee officers, procedures for the conduct of

Long-TeHn Power Sales Agreement— Four Dam Pool
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Committee meetin?s, procedures for dispute resolution, an
the extent not otherwise specified in this Agreement, vot
requirements for approval of matters to be decided by the

mittee .

(e) The following matters shall be determined by the Com-
mittee:

d, to
Ing
0

com-

() Annual bud?ets for items comprising the total
Power Production Cost;

(ii) The creation and administration of the R &R
h% Initial Project Revenue Fund, and any other funds

Fund,
y the Committee;

create

t
d

~(iit) Provision for insurance of Initial Progect fa-
cilities, including determination of coverage limifts,
choice of insurers, and disposition of insurance claim pro-

ceeds:

_ (iv) Procedures and standards for budgeting and bill-
ing;

(v) Auditing standards and procedures;

(vi) Technical, operating, and maintenance standards;

(vii) Calculation of the estimated Wholesale Power

Rate pursuant to Section 5(@% of this Agreement and any
revision of the estimated Wholesale Power Bate pursuant to

Section 5(d);

(viii) Load estimates as required under this Agree-
ment, or as determined by the Committee to be necessary;

(ix) Determination of standards for capital asset
acquisition and accounting;

(x) Standards for. expenditures requiring the agree-
ment of all Parties; and'

(xi) Such other matters as required by this Agreement
or that a majority of the Committee determines appropriate,
provided that the Committee shall have no authority fo
modify or amend the terms or conditions of the Agreement.

U% Notwithstanding Sections 7$d) and 7(e) of this Agree-
ment, the following matters shall require the concurrence of the
Committee representatives of both the Authority and a majority

of the Purchasers:

(i) Adoption of procedural rules pursuant to Section
7(d) of uhis Agreement;

Long-Term Power Sales Agreem?nt— Four Dam Pool
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i) Annual budgets for items comprising the total
Power Production Cost;

_ (iii1) . Minimum levels of insurance on the Initial Pro-
ject facilities; and

(i Technical, operation, and maintenance standards
for the ‘Initial Project facilities

() The Committee shall provide for the annual audit of
Power Production Costs, pursuant to procedures and standards
ted by the Committee.

(h) The Committee may create special purpose committees as
ppropriate, provided that the Committee may not delegate its
ecision-making duties to any such special purpose committees.

SECTION 8. Performance Pending Dispute Resolution.

(@) After adjudication by the Project Management Committee
?% a_body ap&0|nted pursuant t-o rules and procedures adopted
|

all
adop

a
d

b
Project Management Committee, any Party may file an act-
the “superior court of the State of Alaska with respect to
tter in dispute to'obtain a decision resolving such dis-
and to obtain any other remedy permitted by law. Unless
arties to the diSpute determine otherwise, such action

be an original action or. the merits in which each Party
have the right to introduce testnnonY or other evidence
concerning any such matter in dispute, inc udln% without limita-
tion, tne result of the adjudication, and each Party shall be
entitled to a full hearing on the matter,

(b) Pending resolution of any disputed matter, the Parties
shall continue performance of their respective obligations under
this Agreement. The existence of an unresolved dispute shall
not excuse the Authority from delivering power hereunder or ex-
cuse the Purchasing Utilities from makln? payment for such pow-
er. Rather, the Parties shall continue to perform while pursu-
ing other remedies, including judicial remedies, available to
them under this Agreement. = 4

@%_ Uﬂon the failure of any Purchaser to make any payment
under this Agreement, the Authprlty_mar bring any suit, action,
or proceeding at law or in equity,” including mandamus, injunct-
ion, and actions for specific performance, as may be necessary
or appropriate to enforce that Purchaser's payi.ent obligation*.

_ (d) No remed¥ conferred upon or reserved the Parties is
intended to be exclusive of any other remedy or remedies avail-
able hereunder or now or hereafter existing at law, in equity,
by statute, or otherwise, but each and every such remedy shall
be cumulative and shall be in addition to every other such rem-

edy.

fab)
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STEVE COWPER, GOVERNOR

REPLY TO:

DEPARTMENT OF LAW & 051 WIh AVENDE
ANCHORAGE. ALASKA 93SC:-733-
OFFICEOF THEATTORNEY GENERAL | PRONE: (907) 276-3550
Apr” 29, 1988 O 1st NATIONAL CENTER
100 CUSHMAN ST.
Honorable Sam Cotton Ii,lill-lr?%AAfl?loKS. ALASKA 32701-£6'3
I;ousg 5esources Committee
ouc _ :
Juneau, Alaska 99811 " JNEAU ALASKA 29il1-0-0
-RONE (307) £65-5600
Re: SB 206
Dear Chairman Cotton:

_ Ned Farguhar has asked on your behalf for an opinion
regarding an amendment to the legislafion establishing the"nower
project "loan fund, AS 44.83.,170. You have asked whether the
,Ieglslature needs to appropriate to the fund the principal and
interest repayments on outstanding loans previously made from the

power project” fund. No. If the “legislature passés HCSCSSB 206,
that act will adequately direct reoayments on outstanding loans
from the fund to the new "revolving révenue bond fund."

The legislature established the power project fund in
the Alaska Power  Authority to lend money to e||g|b’e borrowers
for the construction of power Pro;ects, AS 44.83.170(a). At
present the fund _includes only “money appropriated by the
legislature. Id. Repayments of principal and interest on Ioan%
from the current fund must be deposited in the general fund. A
44.83.170(g).

Section 4 of HCSCSSB 206 would change  the primary
method Dby which the power project fund- is caprltallzed from
legislative appropriations to hond financing. he APA would
issue bonds to make loans to finance the ~construction or
acquisition of power projects. The APA could Rledge the
principal and interest repayments on loans made with the proceeds
of the bond sale as well, as” the principal and interest repayments
on outstanding loans a: securlt)é for the bonds. The effect of
section 4 of HCSCSSB 206 would be to create a revolving revenue
bond fund to meet the APA's bond obligations.. 1/

In an earlier opinion from this office, Attorney
General Wilson L. Condon concluded that there is an implied
exception to the dedicated fund prohibition for_bond obligations.
1982 Op. Atty. Gen. No. 13 (Nov, 30) at 26. Thlis, the creation

Revolving loan funds provide for the return to the fund of
payments by ‘borrowers so that new J[oans can be made on a
ntinuing badsis. 1982 Op. Atty, Gen. No. 13 (November 30), at

1/
re
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Honorable Sam Cotton Ayril 29, 1988
§§u§86Resources Committee Page 2

of a fevolvinq revenue bond fund to meet the APA'"? bond
obligations is legally defensible.

As you correctly noted, section 4 of HCSCSSB 206 does
more than create a revolving fund to secure bonds with the
repayments from loans using the proceeds of bond sales. It also
augments the fund by detouring loan repayments. on outstandlng
lodns destined to the ?pnerel fund to this Tevolving revenue hon
fund. | do not believe that a separate appropriation is
necessary to achieve this result.

The APA already has the statutory authoritX4to pl

edge
these repayments as security for its bonds. AS 83.|00(g)
provides, in part, that

The authorlty may borroxv money and may issue bonds,
including but not” limited to bonds on which the princi-
pal and “interest are payable (1) exclusively from the
income and receipts or other money derived from the
project financed with the proceeds" of the bonds; (2)
exclusively from the income  and recelﬁts or other money
cferived from .de5|%nated projects whether or not thev
are financed in "whole or in "part with the proceeds of
the bonds; (31 from its income and receipts or other
assets generally, or a designated part or parts or
tkem; of (21) ffom one or more revenue-producing con-
tracts including a contract providing for the security
of the bonds made by the authority with any person.

(emphasis supplied).

_ ~ While I cannot say with certainty that a revolving fund
will withstand all legal challenges, this .revolving fund raises
no legal issues not common to all revolving loan funds.  This
office has already said that it will defend any legal challenges
5% E@e concept of ‘revolving funds. 1982 Op. Atty, Gen. No. 13~ac

In conclusion, HCSCSSB 206 is an appropriate vehicle to
ablish a revolyln% revenue bond fund in the APA. Ho other
n by the legislature is necessary.

Please let me enow if | can be of further help.
Very truly yours,

GRACE BERG SCHAIBLE
ATTORNEY GENERAL 'x ¢ /
By.
CArolyn E. Jones
Assistant Attorney General
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Date referred: O /87 FURTHER REFERRALS:  Fifants’”
DATE: ~S

The Resources Committee has considered CSSB 206(RIs)am

"An Act relating to the Alaska Power Authority; and providing for an
effective date.

RBCQHMKHDS: . . |
(Y reprace with irC5 Css 6 3oU> (QeS) [E] the same title
[ ] attached amendment(s) [ ] a new title

dc pass
do not pass

no recommendation
X ] individual recommendations
additional referral to the Committee

ADOPTS: [~] Mg. des letter of intent

ATTACHES MEW FISCAL NCTE(s):

] fiscal impact [ ] same as previous fiscal note
[ ] zero fiscal note published
[ ] zero with analysis [ ] same as previous zero fiscal
note published
SIGWXHG DO PASS: SIGHING OTHER RB< A1TOHS:
S ~ aso /¢
Ls /]
—-1 x-0 [\PA
- - 0> reo.
c ' cow wfus--dAw. b
C-TCT

Chairman's signature



ALASKA BILL VERSION: HCS CSSB 206
VE SESSION PUBLISH DATE:

REQUEST: HCS CSSB 206 FISCAL NOTE

Rev.s.on,Aahte ating o the Alske S&apclyAffected: Alaska Power Authority
Power Authority; and” providing for an

onscf ouse Res. Comm te" Corsorens
EéqueStWEI ponsors; Coghill t Fa omponents

EXPENDITURES/REVENUES: (Millions of Dol 1ars)
OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPI/ES

EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEQUS

TOTAL OPERATING
CAPLAL |:|

REVENUE

runping: (Millionb o oot ars) FY89 FY90 FY91 FY92

GENERAL FUND (2 (11,61 (n ni

FEDERAL FUNDS

OTHER ) )
<TOTAL (iz.y Ll-Li, _tn ni

OSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS :  (Attach a separate page if necessary)

Approved by Commissioner: Date:
Agency:

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ics) Pg~- of




The fiscal note for the proposed HCS CSSB 206 is hased on the
assumption that the net effect to the general fund, with the
exception of Section 4, is zero.. Section 4 provides the Power
Authority with sufficient security to fund future projects and loans
through Tevenue honds instead of Qeneral fund appropriations.
Assuming no loan defaults (all existing Power project loan
reanments are current), the savings to the general fund would be as

follows:

o , _ FY89  FY9D  FY91  FY92
Appropriations not incurrej * 141 147 154 161
R 12) (25) (3.8) (5.1)
Net Savin%'% d ﬁz.‘g 52'.2 51’.6 51’.0

* Based on the 1981-86 average of capital Broject .appropriations
excluding Susitna, Bradley Lake, Four Dam Pool, City of Sitka, and
PCA. Escalated at an assumed annual inflation rate of 4.5 percent.

** Assies agpropriatio_ns on the above line are made as 30-year
loans at an 8 percent interest rate.
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JUNEAU.ALASKA 00011

HOUSE OF REPRESENTATIVES (007) 463-3713

COMMITTEE ON RESOURCES

HOUSE RESOURCES COMMITTEE
LETTER OF INTENT
HCS CSSB 206 (Res)

By adding school districts., regional educational attendance
areas, and regional housing authorities to the list of
entities in AS 44.83.170(b) authorized to receive loans, it
is the intent of the legislature that they will be eligible
to rece™ 'e loans for bulk fuel stor gc, energy conservation,
and waste heat projects. It is not the intent that they
would receive loans for electric generation projects if an
electrJa utility is certificated under AS 42.05.221 to serve
the area in which such entities are located.

ADOPTED

DATE
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Original sponsors: Coghill and Faiks

IN THE SENATE BY THE RESOURCES COMMITTEE
HOUSE CS FOR CS FOR SENATE BILL NO. 206 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Power Authority; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.83.092 is amended by adding a new subsection to

read:

(b) A contract that the authority enters into under (a) of this
section relating to the sale of electric power from a power project to
be acquired or constructed under AS 44.83.380 = 44.83.425 (energy
program for Alaska) may create a project management committee.  The
comnrttee shall consist of representatives of the contracting parties
as specified in the contract. The contract shall determine the powers
of the committee with respect to the power project. The powers may
include responsibility for the management, operation, and maintenance
of the project. To the extent provided in the contract, the committee
has separate legal existence and other powers necessary to its opur-
poses .

* Sec. 2. AS 44.83.170(h) is amended to read:

(b) Except as provided in (i) of this section, the [THE] author-

ity may make loans from the power project fund

(1) to electric utilities, regional electric autho

municipalities, [CITIES, BOROUGHS,] regional and village corporations,
village councils, school districts, regional educational attendance
areas, regional housing authorities, and nonprofit marketing coopera-
tives to pay the costs of

1- HCS CSSB 206/(Res)
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(A) reconnaissance studies, feasibility studies,
license and permit applications, preconstruction engineering, and
design of power projects;

(B) constructing, acquiring, equipping, modifying,
improving, and expanding [SMALL-SCALE] power projects [PRODUCTION
FACILITIES], conservation facilities, bulk fuel storage facili-
ties, and transmission and distribution facilities, including
energv production, transmission and distribution, and waste
energy conservation facilities which depend on fossil fuel, wind
power, tidal, geothermal, hiomass, hydroelectric, solar or other
nonnuclear [NON-NUCLEAR] energy sources; [AND]

(C) reconnaissance studies, preconstruction engineer-
ing, design, construction, equipping, modification, and expansion
of potable water supply including surface storage and groundwater
sources and transmission of water from surface storage to exist-
ing distribution systems;

(D) acquisitions of bulk fuel or proven reserves of
gas, oi], coal, geothermal, or other energy resources; and

(E) consumer end-use improvements to reduce demand for
energy;

(2) to a borrower for a power project if

(A) the loan is entered into under a leveraged lease
financing arrangement;

(B) the party which will be responsible for the power
project is an electric utility, vregional electric authority,
municipality, [CITY, BOROUGH,] regional or village corporation,

village council, school district, regional educational attendance
area, regional housing authority, or nonprofit marketing coopera-
tive; and

HCS CSSB 206(Res) -



(9 the borrower seeking the loan demonstrates
authority that the financing arrangement for the power project
will reduce project financing costs below costs of comparable
public power projects.

* Sec. 3. AS 44.83.170(g) is amended to read:

()) Lc  repayments and interest earned by loans from the power
project fund shall be deposited in the state general fund. Notwith-
standing AS 44.83.100(a), the authority mav not pledge the principal
or interest payments of a loan from the power project fund to secure
the issue nf bonds unless the legislature has approved the project or
projects to be financed by the proceeds of the sale of the bonds.

* Sec. 4. AS 44.83.170 is amended by adding a new subsection to read:

(i) The authority may not issue a loan in an amount greater tha
$500,000 unless the legislature has approved the loan. If a borrower
has borrowed a total of more than $500,000 from the power project fund
for a single project during the past 24 months, the authority may not
issue a loan in any amount to the borrower unless the legislature
approves the loan.

* Sec. 5. AS 44.83 is amended by adding a new section to read:

Sec. 44.83.172. POWER PROJECT RONDS.  (a) If the legislature
has approved the amount of the bonds to be issued, the authority may
borrow money and issue bonds to make or refinance loans for projects
authorized under AS 44.83.170. Loans made or refinanced with the
proceeds of bonds authorized by this section are subject to AS 44.83.-
170(a) - (e). However, the authority may not issue bonds to make or
refinance a loanentered into wunder a leveraged lease financing

arrangement under AS 44.83.170(b)(2)(A).
(b) To enhance the credit-worthiness of bonds issued under this

section, the authority may pledge the principal and interest received
-3- HCS CSSB 206 (Res)



mfrom loan repayments to the power project fund and the interest earned
on those amounts for bonds issued under this section. If the authori-
ty has pledged these amounts, they may not be deposited in the general
fund.

(c) The authority may notify the head of a department or agenc

of the state in writing that a municipality is in default on the
repayment of principal or interest on amounts borrowed under this
section.  After the notice is given, and notwithstanding any other
provision of law, to the extent that a department or agency of the
state is the custodian of money payable to the municipality, the
department or agency shall withhold payment of the money from the
municipality and pay over the money to the authority to pay principal
and interest on bonds of the authority issued under this section.

Sec. 6. AS 44.83.361(b) is amended to read:

(b) The authority may make loans from the rural electrification
revolving loan fund to electric utilities certified by the Alaska
Public Utilities Commission. A loan from the fund may be made only
for the purpose of extending new electric service into an area of the
state that an electric utility may serve under a certificate of public
convenience and necessity issued by the Alaska Public Utilities Com-
mission. A loan mav be made from the fund to an electric utility if
the utility invests the money necessary to provide one pole, one span
of line, one transformer, and one service drop for each consumer for
whom immediate service would be provided by the extensionof electric
Service. Applications for loans to extend service alongstate roads
or highways shall be given priority for up to one-fourth of the funds
available for loans under this section. However, a loan may not be
made from the fund unless

(1) the loan is recommended by a loan advisory
HCS CSSB 206(Res) -4-



appointed under AS 44.83.363; and

(2) the extension of electric service would provide
ate service to at least three consumers.
Sec. 7. AS 44.83.363 is amended to read:

Sec. 44.83.363. LOAN ADVISORY COMMITTEE. When an application
for a rural electrification loan is submitted to the authority under
AS 44.83.361, the authority shall appoint a local advisory committee
from persons residing in the area that the applicant utility is certi-
fied to serve. The loan advisory committee shall consider the loan
application, and shall recommend whither the loan application is to he
approved or disapproved. A favorable recommendation from the loan
advisory committee shall be based on a determination that development
in the area of the proposed extension of electric service is likely to
provide for full repayment of the loan under AS 44.83.361 (d) within 20
[10] years. In making that determination the committee shall consider

(1) permanence of the premises to be served by the exten-
sion ;

(2) land use patterns in the area;

(3) access for the line that would be installed with loan
proceeds;

(4) availability of other utility service in the area; and

(5) the financial [ECONOMIC] feasibility of the extension
of electric service with the proceeds of the loan.
Sec. 8. This Act takes effect immediately under AS 01.10.070(c).

5- HCS CSSB 206(Res)
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IN THE SENATE BY THE RESOURCES COMMITTEE

HOUSE CS FOR CS FOR SENATE BILL NO. 206 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Power Authority; and
providing for an effective date."
BE IT ENACTED  BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. ASA4.83.092 is amended by adding a newsubsection to

read:

(b) A contract that the authority enters into under (a) of this
section relating to the sale of electric power from a power project to
be acquired or constructed under AS 44.83.380 - 44.83.425 (energv
program for Alaska) may create a project management committee. The
committee shall consist of representatives of the contracting parties
as specified in the contract. Thecontract shall determine thepowers
of the committee with respect tothe power project. The powers may
include responsibility for the management, operation, and maintenance
of the project. To the extent provided in the contract, the committee
has separate legal existence and other powers necessary to its pur-
poses .

* Sec. 2. AS 44.83.170(h) is amended to read:

(b) Exceptas provided in (i) of this section,the [THE] author-

ity may make loans from the power project fund

(1) to electric wutilities, regional electric author

municipalities, [CITIES, BOROUGHS,] regional and village corporations,
village councils, school districts, regional educational attendance
area; -ept-e prUnas]) and nonprofit marketing cooperatives to

pay the costs of
-1- HCS CSSB 206(Res)
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(A) reconnaissance studies, feasibility studies,
license and permit applications, preconstruction engineering, and
design of power projects; '

(B) constructing jJAequipping, modifying, improving, and
expanding [SMALL-SCALE] power projects [PRODUCTION FACILITIES],
conservation facilities, bulk fuel storage facilities, and trans-
mission and distribution facilities, including energy production,
transmission and distribution, and waste energy conservation
facilities which depend on fossil fuel, wind power, tidal, geo-
thermal, biomass, hydroelectric, solar or other nonnuclear [NON-
NUCLEAR] energy sources; [AND]

(C) reconnaissance studies, preconstruction engineer-
ing, design, construction, equipping, mcdification, and expansion
of potable water supply including surface storage and groundwater
sources and transmission of water from surface storage to exist-
ing distribution systems;

(D) acquisitions of bulk fuel or proven reserves of
gas, oil, coal, geothermal, or other energy resources; and

(E) consumer end-use improvements to reduce demand for
energy;

(2) to a borrower for a power project if

(A) the loan is entered intc under a leveraged lease
financing arrangement;

(B) the party which will be responsible for the power
project is an electric utility, regicnal electric authority,
municipality, [CITY, BOROUGH,] regional or village corporation,
village council, school district, regional educational attendance
dreaT™or nonprolrttmarketing cooperative; and

(C) the borrower seekine the loan demonstrates tc the

HC3 CSSE 106(Res) 2-
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: authority that the financing arrangement for the power project
: will reduce project financing costs below costs of comparable
’ public power projects.

) Sec. 3. AS 44.83.170 is amended to read:

° (o)) Loan repavments and interest earned bv loans from the power
b project fund shall be deposited in the state general fund. Notwith-

"~ Vstanding AS 44.83.100(a), the authority mav not pledge the principal
S ') or Interest payments of aloan from the powerproject fund to secure
’ the issue of bonds unless the legislature hasapproved the project or

10 projects to Dbe financed by the proceeds of thesale of the bonds.

i * Sec. 4. AS44.83.170 is amended by adding new subsections to read:

1z 1 (i) The authority may not issue a loan in an amount greater than
. $500,000 unless the legislature has approved the loan. If a borrower
. has borrowed a total of more than $500,000 from the power project fund
. \ for a single project during the past 24 months, the authority may not
0 issue a loan in any amount to the borrower unless the legislature
! approves the loan.

. (j)) In this section "business enterprise” has the meaning given
o in AS 44.88.220.

X Sec. 5. AS 44.83 is amended ov adding a new section to read:

4 Sec. 44.83.172. POWER PROJECT BONDS. fa) If the legislature
2 (_has approved the amount of the bonds to be issued, the authority may
2 borrow monev and issue bonds to make or refinance loans]for the ocqui-
! —er—construction—e-f—ptrwc-r—prirreehsP'authorized under AtﬁoSAbgv?/grY—O'
25} projeet—furrrfj, Loans made or refinar)ogA{k\it)ti the proceeds of bonds
? authorized by this section are shbirctv/io AS 44.83.170(a) - (e) .
27| However, the authority may not issueH*gnd g"ifo cake or refinance a loan
28 |

entered into under a leveraged lease financing arrangement under
AS 44.83.170(h)(2)(A).

29

3 HCS CSSB 206(Res)
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(b) To enhance the credit-worthiness of bonds issued under this

ection, the authorit a e the principal and interest received
oot Oy his B e pripeipal end interest recely

KAfrora loan repaymentsAand the interest earned on those amounts for

bonds issued under this section. If the authority has pledged these
amounts, they may not be deposited in the general fund.

(c) The authority may notify the head of a department or agency
of the state in writing that a municipality is indefault on the
repayment of principal or interest on amounts borrowed under this
section. After the notice is given, and notwithstanding any other
provision of law, to the extent that a department or agency of the
state is the <custodian of money payable to the municipalitv, the
department or agency shall withhold payment of the money from the
municipality and pay over the money to the authority to Dav principal
and interest on bonds of the authority 1issued under this section.

Sec. 6. AS 44.83.361(b) is amended to read:

(b) The authority may make loans from the ruralelectrification
revolving loan fund to electric utilities certified bv th= Masks
Public Utilities Commission. A loan from the fund may be made onlv
for the purpose of extending new electric service into an area of the
state that an electric utilitv may serve under a certificate of public
convenience and necessity issued by the Alaska Public Utilities Com-
mission. A loan may be mad" from the fund to an electric utilitv if
the utility invests the money necessary to provide one pole, one span
of line, one transformer, and one service drop for each consumer for
whom immediate service would be provided bv the extension of electric
service. Applications for loans to extend ﬂéép\/ice alone state roads
or highways shall be given priority for up to'“one-fourth of the funds
available for loans under this section. However, a loan may not be

made from the fund unless

*HCS CSSB 206(Res) -4-
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(1) the loan is recommended by a loan advisor' committee
appointed under AS 44.83.363; and
(2) the extension cf electric service would provide immedi-
ate service to at least three consumers.
* Sec. 7. AS 44.83.363 is amended to read:

Sec. 44.83.363. LOAN ADVISORY COMMITTEE. When an application
for a rural electrification loan is submitted to the authcritv under
AS 44.83.36" the authority shall appoint a local advisorv committee
from persons residing in tue area that the applicant utilitv is certi-
fied to serve. The loan advisory committee shall consider the loan
application, ana shall recommend whether the loan application is to he
approved or disapproved. A favorable recommendation from the loan
advisory committee shall be based on a determination that development
in the area of the proposed extension of electric service is likelv tc
provide for full repayment of the loan under AS 44.83.361(d) within 20
[10] years. In making that determination the committee shall consider

(1) permanence of the premises to be served bv the exten-
sion ;

(2) land use patterns in the area;

(3) access for the line that would be installed with loan
proceeds;

(4) availability cf other utility service in the area; and

(5) the financial [ECONOMIC] feasibility of the extension
of electric service with the proceeds of the loan.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).

-0- HCS CSSB 206(Res)
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Original sponsors: Coghill and Faiks

IN THE SENATE
HOUSE CS FOR CS FOR SENATE BILL NO. 206 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Power Authority; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.83.092 is amended by adding a new sustection to
read: ("'TWG
(b) A contract that the authority enters into under (a) of this
section relating to the sale of electric power from a power project to
be acquired or constructed wunder AS 44.83.380 - A4.83.425 (energy
program for Alaska) may create a project management committee.  The
committee shall consist of representatives of the contracting parties
as specified in the contract. The contract shall determine the powers
of the committee with, respect to the power project. The powers may
include responsibility for the management, operation, and maintenance
of the project. To the extent provided in the contract, the committee
has "separate legal existence™and other powers necessary to its pur-
POSES Ltd.- G - f
* Sec. 2. AS 44.83.170(h) is amended to read: pcjntx Prvi. fv/ij
(b) The authority may make loans from the pm'?véri Bj)ro‘]fg%'t fund
1) to electric utilities, regional electric authorities,
municipalities, [CITIES, BOROUGHS,] regional and village corporations,
village councils, school districts, regional educational attendance

regional Incasing aalhon-Kes _ , ,
areas”™ business enterprises, and nonprofit marketing cooperatives] to

pay the costs of
(A) reconnaissance studies, feasibility studies,
-1- HCS CSSB 206( )
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license and permit applications, pr.econstruction engineering, and
design of power projects; /Icqiurinj

(B) constructing Aequipping, codifying, improving, and
expanding [SMALL-SCALE](power projectsN[PRODUCTION FACILITIES],
conservation facilities, bulR~fuel storage facilities, and trans-
mission and distribution facilities, including energy production,
transmission and distribution, and waste energy conservation
facilities which depend on fossil fuel, wind power, tidal, geo-
thermal, biomass, hydroelectric, solar or other nonnuclear [NON-
NUCLEAR] energy sources; [AND]

(C) reconnaissance studies, preconstruction engineer-
ing, design, construction, equipping, modification, and expansion
of potable water supply including surface storage and groundwater
sources and transmission of water from surface storage to exist-
ing distribution systems;

(D) acquisitions of bulk fuel or proven reserves of
gas, oil, coal, geothermal, or other energy resources; and

(E) consumer end-use improvements to reduce demand for
energy;

(2) to a borrower for a power project if

(A) the loan is entered into under a leveraged lease
financing arrangement;

(B) the party which will be responsible for the power
project is an electric wutility, vregional -electric authority,
municipality, [CITY, BOROUGH,] regional or village corporation,
village council, school districts, regional educational atten-

reg fonaX-h  *ngaulhcnK?j enterprises_
dance areas,dor nonprofit marketing cooperative; and

(C) the borrower seeking the loan demonstrates to the

authority that the financing arrangement for the power project

HCS CSSB 206( ) -2-
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will reduce project financing costs below costs of comparable
public power projects.

* Sec. 3. AS 44.83.170 is amended by adding a new subsection to read:

(i) In this section "business enterprise" has the meaning
(d<V o*gara -jWw ~ fefvivticxs U/ [i**~ cf)

given in AS « . 88.220. u S

* Sec. 4. AS 44.83 is amended by adding a new section to read:

Sec. 44.83.172. POWER PROJECT BONDS. (a) The authority may
borrow money and issue bonds to make or refinan-ce Ioansé\:g{?{gi/ee./\ugwi
<4tian -or conotrucfrioR—of power p*rojoot€”authorized undertJ'-AAe\yStV(YdWE]P’
-Mpirojar?t}«-fwnd>/ Loans made or refinanced with the proceeds of bonds
authorized by this section are subject/l to AS 44.83.170(a) - (e).
However, the authority may not issue bonds to make or refinance a loan
entered into wunder a leveraged lease financing arrangement under
AS 44.83.170(b)(2)(A).

(b) To enhance the credit-worthiness of bonds issued under this
section, the authority may pledge the principal and interest received
from ﬂtilee*/loan repaymoeﬁbpg'zfglﬁoar?thCCiirTLtj%drest earned on those arr?gu%At(s:’kjFoI(rye_
bonds issued under this section. If the authorityyhas pledged these
amounts, they may not be deposited in the general fund.

(c) The authority may notify the head of a department or agency
of the state in writing that a municipality is in default on the
repayment ofprincipal or interest on amounts borrowed under this
section. After the notice is given,and notwithstanding any other
provision oflaw, to the extent that a department or agency of the
state is the custodian of money payable to the municipality, the
department or agency shall withhold payment of the money from the
municipality and pay over the money to the authority to pay principal

and interest on bonds of the authority issued under this section.

* Sec. 5. AS 44.83.361(h) is amended to lead:

-3- KCS CSSB 206( )
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(b) The authority may make loans from the rural electrification
revolving loan fund to electric wutilities certified by the Alaska
Public Utilities Commission. A loan from the fund may be made only
for the purpose of extending new electric service into an area of the
state that an electric utility nay serve under a certificate of public
convenience and necessity issued by the Alaska Public Utilities Com-
mission. A loan may be made from the fund to an electric utility if
the utility invests the money necessary to provide one pole, one span
of line, one transformer, and one service drop for each consumer for
whom immediate service would be provided by the extension of electric
service. Applications for loans to extend service along state roads
or highways shall be given priority for up to one-half of the funds
available for loans under this section. However, a loan may not be
made from the fund unless

(1) the loan is recommended by a loan advisory
appointed under AS 44.83.363; and

v2) the extension of electric service would provide immedi-
ate service to at least three consumers.
Sec. 6. AS 44.83.363 is amended to read:

Sec. 44.83.363. LOAN ADVISORY COMMITTEE. When an application
for a rural electrification loan is submitted to the authority under
AS 44.83.361, the authority shall appoint a local advisory committee
from persons residing in the area that the applicant utility is certi-
fied to serve. The loan advisory committee shall consider the loan
application, and shall recommend whether the loan application is to be
approved or disapproved. A favorable recommendation from the loan
advisory committee shall be based on a determination that development
in the area of the proposed extension of electric service is likely to
provide for full repayment of the loan under AS 44.83.361 (d) within 20

HCS CSSB 206( ) -4-
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[10] years. In making that determination the committee shall consider
(1) permanence of the premises to be served by the exten-
sion;
(2) land use patterns in the area;
(3) access for the line that would be installed with loan
proceeds;
(4) availability of other utility service in the area; and
(5) the financial [ECONOMIC] feasibility of the extension
of electric service with the proceeds of the loan.
* Sec. 7. This Act takes effect immediately under AS 01.10.070(c).

5- HCS CSSB 206( )



Senator Jofjn p. (facfe) Cogfjl

Alaska &tate legislature
box V
Juneau. Alaska 99611
(907)465-4797

2r 55076

North Pols. Alaska 99705
(907)466-0862

PURPOSE STATEMENT
SB 206

The purpose of SB 206 is to consolidate various energy-related
loan programs into one multi-purpose revolving loan fund. This
fund would eventually become self-sustaining. The Alaska Power
Authority would administer uhe fund with legislative oversight
and the revenues would come from loan repayments, interest
earnings or sale of revenue bonds secured by the loan repayments
and/or the earnings stream.
The new fund would be used for various energy-related projects
and programs to include generation, transmission, distribution,

conservation and power cost equalization.



Senator 3fofn JE. (Jack) CodjjiU

Alaska estate legislature
1Jox V
Juneau. Alaska 00811
(©907)-k)}-rro7

bra %9
>oul\ POI?\BAIaska 0070"
(007) 1880800

MEMORANDUM

TO: All Members of the State Energy Policy Task Force
FROM:  Senator John 3. Coghill

RE: CSSB 206 sectional analysis

DATE: October 20, 1987

The purpose of CSSB 206 is so create a revolving fund and combine
six other energy related funds. All debt service repayments and
earnings would be retained in the fund (Power Project Revolving
Fund) and the legislature would retain control of “income due to
interest and other earnings of the fund. The bill also clears up
the legal ambiguity on whether transmission and iisenbution
lines are subject to the project approval process _ike power
projects. The following Is a section by section analysis.

SEC. I: Allows statutory recognition of the project management,
committees who used ro operate and manage APA projects. .0u-d
decrease hond buyers' concerns.

"EC. ]. \ilows APA to issue bonds under the Power Prcjec*-
Revlomng Fund in lieu of the power development fund that _s
replaces.

EEC. Changes power cost equalisation from fund to program.

ESC. 1e Converts existing power project fund into power project
revolving bund and allocates portion of loan repayments that’ Ls
attributable so repayment of ortacipal to Ihe fund. Before only
‘egisuati/e ippropriations were used.

EC. 5: Adds school districts and regional educational
attendance areas to entities that qualify for loans from the
Power Project Revolving Fund. Additionally expands purpose of
loans to include acquisition of bulk Luel or proven reserves of



gas, oil, coal, geothermal orother energy resources and end-use
Improvements to reduce energy demand.

SEX. 6: Designates all debt service renavi.ients end fund earnings
into the Power Project Revolving Fund. Allows APA to make new
loans from the principal portion of loan repayments. Spendln% 0r
encumbering the interest repayments or other earninas o' the Tund
(PPRF) requires legislative appropriation.

SEC. 1: Sets up a  "holt loan Advisor** Committee, comnosed p~
the Railbelt utiliti to review all Ra*:Ibelr energv-related.
9*60}\%2} loan apnlicat *& and provide non-binding recomnendatiovs

Requires APA to report to thelegislature bv the 10th day of
session to make recommendations on allocation offunds in the
fund (PPRF). The first proritv of unrestricted funds is to
fullv fund the Power Cost Eaualitatlon Program.
Creates a nel/ loan program through which the Alaska Power
Author!tv mav borrow funds, 'without interest. 'Tv'onriated b'r the
egislature cor "oasihi lit*" -tudir-s, ..gs*gr, mrj v*.umrtii’n of
ransmission projects. The APA is renuireu to runr.v

ncipal amount of loans made under this 'muhsection -'ran revenue
ntified at the tine the loan is made.

[
d
EC. S: Allows APA to issue bonds for anv of e-he —~mmams,
ctivities, or project? allowed bv the *und fp°P.r' wb -numerated
n the statutes. Allows APA to nleege the prir.c'nnl -uid interest
reravnonts and other earnings -S mmoLlate.ra.l *ov the bonds.

==

OFC, : Clarifies ambibuitv in st*"tutes "™ exempting e'ov'"'ica :

ransmiss.too -.nd «i?trAbution linns 'mon the power nroiecf

approval ‘mncoss,

FO, ; bp -ivpi hu®® "ejclw v fvevrin *r *-ton J'wmi into

program,

'FC, MInws ahove nrolran *(' *o rinded mm the Power

-roiei  levolving Vwyvi. . & “ftorin -re modifie«. to allocate

vii " © -"unde a*»a .1*ihle to .-ron** service along state kip.hvavs.

'FC.__ 1. Fe: (gnatps suvnoncr.  ‘mi ‘ntem:;< "ron above
ento rhe eeon e, ;;rys ,1]0Ws “m; 1pan forgiveness 1"tor

0 eemNAlS.

"Fw. 13: Mod if20s existing rural elocfri fication statute to
conform with, previr.us changes abovo.

TC. 11; Changes "(@an (aluation or 7to**""a fmn. Bnnomic to
Lnaneia L rasibi [If,I.

use - -ho “ior " rrorrv program ‘lor



appropriations through the nower development "und. Proioc ts PUSt
Complv with the statutory proiect approval process.

SEC. ]6: Amends existing newer development fund criteria on use
of the fund to conform with chance 1in E T. 15.

SEC. 17: Directs APA to deposit al"l revenues ron tne .3d.".e
power into the fund """FEE) unless pledged or covenanted " secure
bonds.

SEC, 18: Chanyo? definition of "fund" to mean rhe "oowcv nvo-iect
rew0lving fund.”

SEC. IE: This section identifies the "radlew Tahe T&Ienue stream
as the source of funds "ron which the loan for the Railbelt
intarties will be repaid.

SEC. EG: Corrects oertinert statutee ync ravulaticns f na
cons:.scent with changes nacc.

SEC. 31 Repeals statu.tos to be oorsistent *-U p»fho
0r000563.

2~.05.153 Denartnent o.,T Revenue to manage f.ai.ii»ﬁ/_in Fund

-4.35.030(5) Denartment of Revenue to manage Rowe** MW\ _pent
Rev,olvmg% Roar. Fund
44.33 .600 CrEataon of the Power Dewelonpr-rr m hoar.
un
610 Po%versland dtjties r "dp.iniscur do%'- *orient
evolving Loan uni ) -
.LIP (a) Loan r_eta"ﬁent terms . ‘ho Sft;*~ DpMp 'Pper*
” opirei I'f'n*r annftEvl.gq N g G _
......... - -1 - an CCOl
/'-('G*l‘ﬁfi\(fdf;*n} Bhp ;ﬂﬁ QA eiwer '0S : ‘wual-ration
- Powetr E'pirreie N Kl
denartmerr w Jov-rue * p <pe.
spihl core "VP. ’evever”s 'm i;; <Xe» oners
— . L.e> _ii-* e Lce dmnoprot riacions ‘om *ho
= pim e nop

W; r4d;eoti,’o data clause
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LEAS ATMVE AHFARS AGENCY
MEMORANDUM October 22, 1987
SUBJECT: Question of dedicated funds in

CSSB 205 (Rules) amended
(Alaska Power Authority)

TO: Senator Jack Coghill

FROM Tereta B. Cramer
Legislative Counsel

You have asked whether CSSB 206 (Rules) amended violates the
prohibition against dedicated funds contained in Article IX,

Section 7 of the state constitution, In my opinion,
althou%h the law is not clear on the question, the bill
probably does not.

Under secs. 4 and 5 of CSSB 206(RIs) am, amending

AS 44.83.170(a) and (b), the Alaska Power Authority is
authorized to make loans from the power project revolving
fund, which consists of appropriations and the portion or
loan repayments attributable to principal. Several sections
throughout the bill require that both principal repayments
and the interest received on a loan be deposited in the
power project revolving fund. (See sections 6, 12, and 17)

Article IX, section 7 of the state constitution provides:

The proceeds of any state tax or license shall not be
dedicated to any special purpose, except as provided in
section 15 of this article [the Alaska Permanent Fund]
or when required by the federal government for state
participation in federal programs. This provision shall
not prohibit the continuance of any dedication for
special purposes existing upon the date of ratification
of this section by the people of Alaska.

The Supreme Court of Alaska has interpreted the scope of a

"state tax or license" broadly. In State v. Alex, 646 P,2d
203 (Alaska 1982), the court held, that a mandatory tax

ntO-Iflf'DJO OIWI 3AIltnSTITI 3£:2T 78, 22100



Senator Coghill
Page 2
October 22, 1987

assessment to be paid directly to private aquaculture asso-
ciations fell within the prohibition and therefore was
invalid. The court cited a 1975 Alaska Opinion of the
Attorney General No. 9 with approval:

it is our conclusion that the dedication of any
source of public revenue: tax, license, rental, sale,
bonus-royalty, royalty, or whatever is limited by the
state Constitution to those existing when the Constitu-
tion was ratified or required for participation in
federal programs.

Alex, supra, at 210. Given this broad view ox the kinds of
revenue subject to the prohibition, there is a strong pos-
sibility that the interest payments and earnings on
deposited funds in a revolving loan fund would be subject Lo
the constitutional limitation. However, while the bill
requires that those amounts be deposited in the fund, it
does not permit the Alaska Power Authority to use them
unless the legislature appropriates the money to the
authority. This retains the legislative control of state
funds, the principal objective of the dedicated fundB
section.

While it is not clear how the court wn.ild treat a revolving
loan tund consisting of the repayments of principal from
prior loans, there i1s authority that suggests such programs
are constitutional. In an opinion Issued November 30, 1982,
the attorney general discussed the proper application of the
dedicated funds prohibition to money appropriated to a
revolving loan fund and concluded that

We believe the better view is that the dedication pro-
hibition does not apply to money once appropriated by
the legislature, regardless of whether the appropria-
tion contemplates that the money will be expended.
Usually appropriations authorize money to be spent. In
other cases, however, the legislature may prefer to
establish by general law a continuing loan program and
finance it through a one-time appropriation or to
reserve money in a special fund or account for future
use for limited purposes. A strong argument can be
made that money once appropriated, regardless of the
mechanism utilized, loses its character as revenue for
the purpose of the dedicated funds prohibition because
the purpose of the prohibition, i.e., that the

ntoinf'ojo OJKil batih s trP\7x >em ??
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October 22» 1987

legislature retain control over state revenues. has
been satisfied. (Emphasis in original)

Under this reasoning there would be no unlawful dedica-
tion involved in the return to a revolving loan fund of
principal repayments on loans.

1982 Alaska Op. Atty. Gen. (November 30), 12 - 13, While
there may be some difficulty with th<> placement of interest
and earnings in the power project revolving fund, the
requirement of legislative appropriation may save those

provisions. The use of principal amounts, previously

appropriated, probably does not violate the dedicated funds

prohibition.

If | may be of further assistance, please advise.

TC:mkr
ml 3/044
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L8ifer_gf Intfnt_fof gB_206

By adding school districts, regional educational attendance
areas, and regional housing authorities to the list of entities in
AS 44.83.170(b) authorized to receive loans, it is the intent of
the legislature that they will be eligible to receive loans for
bulk fuel storage, energy conservation, and waste heat projects.
It is not the intent that they would receive loans for electric
generation projects if an electric utility is certificated under
AS 42.05.221 to serve the area iIn vhich such entities are located.

By ~“td™ing business enterprises to the list of entities in
AS 44.83.170(b) authorized to receive loans, it is the intent of
the legislature that such loans to business enterprises be used for
wholesale-"power supply projects. It is not the intent of the
legislature that loans to business enterprises be used to provide
retail power to consumers located within the service area or
otherwise reduce the retail load of an electric utility
certificated under AS 42.05.221.
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IN THE SENATE BY THE RESOURCES COMMITTEE

HOUSE CS FOR CS FOR SENATE BILL NO. 206 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Power Authoritv; and
providing for an effective date."
BE IT ENACTED  BY THE LEGISLATURE OF THESTATE OF ALASKA:
* Section 1. AS44.83.092 is amended by adding anew subsection to
read:

(b) A contract that the authority enters into under (a) of this
section relating to the sale of electric power from a power project to
be acquired or constructed under AS 44.83.380 -44.83.425 (energv
program for Alaska) may create a project management committee. The
committee shall consist of representatives of the contracting parties
as specified in the contract. Thecontract shall determine thepowers
of thecommittee with respect tothe power project. The powers may
include responsibility for the management, operation, and maintenance
of the project. To the extent provided in the contract, the committee
has separate legal existence and other powers necessary to its pur-
poses .

* Sec. 2. AS 44.83.170(b) is amended to read:

(b) Exceptas provided in (i) of this section, the TTHE] author-

ity may make loans from the power project fund

(1) to electric utilities, vregional electric authori
municipalities, [CITIES, BOROUGHS,] regional and village corporations,
village councils, school districts, regional educational attendance
areas A business enterprises, and nonprofit marketing cooperatives to

pay the costs of
-1- HCS CSSB 206(Res)
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(A) reconnaissance studies, feasibility studies,
license and permit applications, preconstruction engineering, and
design of power projects; ,

(B) constructingTKequipping, modifying, improving, and
expanding [SMALL-SCALE] power projects [PRODUCTION FACILITIES],
conservation facilities, bulk fuel storage facilities, and trans-
mission and distribution facilities, including energy production,
transmission and distribution, and waste energy conservation
facilities which depend on fossil fuel, wind power, tidal, geo-
thermal, biomass, hydroelectric, solar or other nonnuclear [NON-
NUCLEAR] energy sources; [AND]

(C) reconnaissance studies, preconstruction engineer-
ing, design, construction, equipping, modification, and expansion
of potable water supply including surface storage and groundv .er
sources and transmission of water from surface storage to exist-
ing distribution systems;

(D) acquisitions of bulk fuel or proven reserves of
gas, oil, coal, geothermal, or other energy resources; and

\E) consumer end-use improvements to reduce demand for
energy;

(2) to a borrower for a power project if

(A) the loan is entered intc under a leveraged lease
financing arrangement;

(B) the party which will be responsible for the power
project is an electric wutility, vregional electric authority,
municipality, [CITY, BOROUGH,] regional or village corporation,
villgge council, scho/oILugiistrict, regiicognal educational attendance
dreaV\or nonpro”rtTTBmarketing cooperative; and

(C) the borrower seeking the loan demonstrates to the

HCS CSSB 206(Res) -2-
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authority that the financing arrangement for the power project
will reduce project financing costs below costs of comparable
public power projects.

* Sec. 3. AS 44.83.170 is amended to read:

IA

(o)) Loan repayments and interest earned bv loans from the power
project fund shall be deposited in the state general fund. Notwith-

Vstanding AS44.83.100(a),the authority may not pledge the principal

or interest payments of a loan from the power project fund to secure
the issue of bonds unless the legislature has approved the project or
projects tobe financed by the proceeds of the sale of the bonds.
Sec. 4. AS 44.83.170 is amended by adding newsubsections to read:
(i) The authority may not issue a loan in an amount greater than
$500,000 unless the legislature has approved the loan. If a borrower
has borrowed a total of more than $500,000 from the power project fund
for a single project during the past 24 months, the authority may not
issue a loan in any amount to the borrower unless the legislature
approves the loan.
(j) In this section "business enterprise" has the meaning given
in AS 44.88.220.

* Sec. 5. AS 44.83 is amended by adding a new section to read:

ftfn

Sec. 44.83.172. POWER PROJECT BONDS. (a) If the legislature
(_has approved the amount of the bonds to be issued, the authority may
borrow monev and issue bonds to make or refinance loans]for the aequi-

_ ' _ , _ _ As*A.g?2J70.
-sA-dri-on—or—e*ms-true-t-ioR—of—power—pro-joctsyauthorized under jj-he power-
pr-oject—eeR  Loans made or refinanced with the proceeds of bonds
authorized by this section are subject/ to AS 44.83.170(a) - (e).
However, the authority may not issue bonds to make or refinance a loan
entered into under a leveraged lease financing arrangement under
AS 44.83.170(h)(2)(A).

-3- HCS CSSB 206(Res)
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(b) To enhance the credit-worthiness of bonds issued under this
section, the authorj\tyfpmy@#%ﬂjerjcgie principal and interest received
from Arhi- loan repaymentsAand the interest earned on those amounts for
bonds issued under this section. If the authority has pledged these
amounts, they may not be deposited in the general fund.

(c) The authority may notify the head of a department or agency
of the state in writing that a municipality is in default on the
repayment of principal or interest on amounts borrowed under this
section. After the notice is given, and notwithstanding any other
provision of law, to the extent that a department or agency of the
state is the custodian of money payable to the municipality, the
department or agency shall withhold payment of the money from the
municipality and pay over the money to the authority to pay principal
and interest on bonds of the authority issued under this section,

Sec. 6. AS 44.83.361(b) is amended to read:

(b) The authority may make loans from the rural electrific

revolving loan fund to electric utilities certified by the Alaska
Public Utilities Commission. A loan from the fund may be mace only
for the purpose of extending new electric service into an area of the
state that an electric utilitv may serve under a certificate of public
convenience and necessity issued by the Alaska Public Utilities Com-
mission. A loan may be made from the fund to an electric utility if
the utility invests the money necessary to provide one pole, one span
of line, one transformer, and one service drop for each consumer for
whom immediate service would be provided by the extension of electric
service. Applications for loans to extend service along state roads
or highways shall be given priority for up to*one-fourth of the funds
available for loans wunder this section. However, a loan may not be

madp from the fund unless

HCS CSSB 206 (Res) -4-
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(1) the loan is recommended by a loan advisory committee
appointed under AS 44.83.363; and

(2) the extension of electric service would provide immedi-
ate service to at least three consumers.
Sec. 7. AS 44.83.363 is amended to read;

Sec. 44.83.363. LOAN ADVISORY COMMITTEE. When an application
for a rural electrification ,tan is submitted to the authority under
AS44.83.361, the authority shall appoint a local advisory committee
frompersons residing in the area that the applicant utility is certi-
fied to serve. The loan advisory committee shall consider the loan
application, and shall recommend whether the loan application is to be
approved or disapproved. A favorable recommendation from the loan
advisory committee shall be based on a determination that development
in the area of the proposed extension of electric service is likely to
provide for full repayment of the loan under AS 44.83.361(d) within 70
[10] years. In making that determination the committee shall consider

(1) permanence of the premises to be served bv the exten-
sion ;

(2) land use patterns in the area;

(3) access for the line that would be installed with loan
proceeds;

(4) availability of other utility service in the area; and

(5) the financial [ECONOMIC] feasibility of the extension
of electric service with the proceeds of the loan.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).

5. HCS CSSB 206(Res)



5-0881Ta
Chenoweth

AMENDMENT

Offered in the HOUSE
TO: CSSB 206 (Rules) am

Page 6, following line 3:
Insert new bill sections to read:
"* Sec. 9. AS 44.83.177(b) is amended to read:
(b) A reconnaissance study shall

(1) identify the present and anticipated [ELECTRICAL AND
THERMAL] energy requirements of a community or region;

(2) survey all electrical® [AND] thermal, and natural eas
energy sources and combinations of sources available to the community
or region and evaluate the relative economic merits of alternative
sources of power and heat, including energy conservation;

(3) assess the effect of development of alternative sources
of power and heat on the environment; and

(4) include public comment from residents of the community
and adjacent area.

* Sec. 10. AS 44.83.187(a) is repealed and reenacted to read:
(a) The provisions of AS 44.83.177 - 44.83.185 and 44.83.189

apply only to
(D a proposed new project that will generate more th

megawatts of power that
(A) requires an appropriation from the state g

fund, from the power project fund, or from the renewable
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Chenoweth
*
r
resources funds: or r r"
(B) is based on a plan of finance that requir

issuance of general obligation bonds or other pledge of the
credit of the state;
2 a proposed new project for the transmission of

gas for resale by a qualified gas distribution utility."

Renumber subsequent bill sections accordingly.

Page 6, following line 10:
Insert new bill sections to read:
"* Sec. 12. AS 44.83.230(4) is amended to read:

4) "power project” or "project" means a plant,
system, or facility, together with related or necessary facilities and
appurtenances, including a divided or undivided interest in or a rieht
to the capacity of a power project or project, that is used or is
useful for the purpose of

(A) electrical or thermal energy production other than
nuclear energy production;

(B) waste energy utilization and energy conservation;
or

© transmission, purchase, sale, exchange, and inter—
change of electrical or thermal energy, 1including district
heating or interties; or

(D) transmission of natural pas for resale by a quali—

fied gas distribution utility;

-2- 4/15/88
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Sec. 13. AS AA.83.230 1is amended by adding a new paragraph tc read:
(10) "qualified gas distribution utility” means a
that has been issued a certificate of pub?ic convenience and necessity
under AS 42.05.221 to sell and distribute natural gas 1in all or part
of a market area that is served or will be served by the power proj—

ect, and that 1is, in the judgment of the authority, capable of opera-—

ting and maintaining the power project."”

ber subsequent bill sections accordingly.

10, following line 25:

Insert a new bill section to read:

Sec. 23. AS 44.83 is amended by adding new sections to read:
ARTICLE 10. RAILBELT GASLINE PROJECT.

Sec. 44.83.500. DESCRIPTION OF PROJECT. The Railbelt gasline
project consists of a high pressure gas transmission line to transport
natural gas between a point in the vicinity of Wasilla and a point in
the vicinity of Fairbanks.

Sec. 44.83.510. PURPOSES OF PROJECT. () The primary purpose
of the Railbelt gasline project 1is to transport natural gas between
T"isilla and Fairbanks, and to intermediate communities, for sale to a
qualified gas distribution utility. The qualified gas distribution

utility may sell the gas for space heating, the generation of electri—

city, and other purposes.

(b) The secondary purpose of the Railbelt gasline project

transport natural gas for nonutility use if the transportation of the

-3- 4/15/88
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natural gas does not displace gas being transported for sale by a
qualified gas distribution utility.

Sec. 44.83.520. USE OF THE PROJECT. () In the operation and
management of the Railbelt gasline project, the authority shall give
first priority to use of the gas transmission line by one or more
qualified gas distribution utilities. The annual charge for use of
the gas transmission line may not exceed the annual cost to the au-—
thority of operating and maintaining the Railbelt gasline project,
exclusive of interest and depreciation.

(b) In addition to the use made under (a) of this section, the
authority may allow users other than a qualified gas distribution
utility to transport natural gas 1in the gas transmission line. The
authority may not approve use of the gas transmission line by a user
other than a qualified gas distribution utility if that use would

D) displace gas transported by a qualified gas distri—
bution utility; or

(2) interfere with the operations of a qualified gas dis—
tribution utility.

Sec. 44.83.530. OPERATION AND MAINTENANCE OF THE PROJECT. ()
If the Railbelt gasline project 1is approved under AS 44.83.185, the
project may be operated for the authority under a contract or lease
entered into by a qualified gas distribution utility and the authori—
ty.

(b) If the authority permits a qualified gas distribution utili

ty to operate the Railbelt gasline project under a contract or lease,

the authority shall

-4 - 4/15/88
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(D adopt regulations to determine the manner of selecting
a qualified gas distribution utility to operate the Railbelt gasline
project under a contract or lease when there 1is more than one quali—
fied gas distribution utility to be served directly by the power
project; and
(2) assure that the project 1is being operated efficiently
and in a manner that 1is consistent with
(A) national standards for the industry; and
(B) agreements with bondholders, if any.

Sec, 44 .83.540.PROJECT FINANCING. The authority may finance
the Railbelt gasline project by appropriations from the general fund,
including the Railbelt energy fund created under AS 37.05.153, general
obligation bonds, revenue bonds, or other plans of finance as approved

by the legislature."”

Renumber subsequent bill sections accordingly.

Page 11, lines 15 - 20:
Delete all material.
Insert new bill sections to read:

"* Sec. 28. Sections 2 -6, 14 - 22, anl 24 - 27 of this Act take
effect July 1, 1988, if an Act transferring appropriations for energy
programs to the power project revolving fund and making appropriations to
the power project revolving fund is enacted on or before July 1, 1988.

* Sec. 29. Sections 9, 10, 12, 13, and 23 of this Act take effect

July 1, 1988.

-9- 4/15/88
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* Sec. 30. Sections 1. 7. 8, and 11 of this Act take effect immediately
under AS 01.10.070(c)."

-6- 4/15/88
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AMENDMENT
By Cotten

TO: HCS CSSB 206 ()

draft A/25/88

Page 3, line 3:
Delete "a new subsection”

Insert "new subsections”

Page 3, line A, after "(i)":

Insert "Notwithstanding AS AA.83.100(a), the authority may not borrow
money and issue bonds on which the principal and interest are payable from
money derived from a project financed by a loan 1issued under this section
unless the legislature has approved the project to be financed by the bond

proceeds.

a-

Page 3, line 9, after "projects":

Insert "approved by the legislature and"

Page 3, line 10, after
Insert "The authority shall submit to the legislature the name, lo—
cation, and the proposed cost of each power project that it proposes to

finance from the proceeds of the sale of bonds under this section.”

-1- 5/3/88
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with the Authority"s obligation to finance and construct the

Project pursuant to Section 6(b) and the Authority®"s obligation

under Section 6(d) to use 1its best efforts to complete the Pro-—
ject expeditiously and in accordance with sound engineering

practices and with the provisions of the Bond Resolution. The
Authority shall consult with the Purchasers regarding the pro-—
visions to be included in such supplemental Bond Resolutions,

and shall use 1its reasonable best efforts to comply with the
requests of the Purchasers with respect thereto. Unless other —
wise approved in accordance with Section 11(a)(i), such supple—
mental Bond Resolutions shall:

(@) provide that the total amounts required for
the payment of Debt Service when due shall be, on an an-—
nual basis, as nearly equal as practicable;

() provide that the Tfinal maturity of Bonds
issued pursuant to such supplemental Bond Resolutions
shall not be earlier than twenty-five (25) years from the
date when the first of such Bonds is issued;

(c) be substantially in the form attached here—
to as Exhibit E, except to the extent that the Authority
finds that modifications are necessary to sell the Bonds
on a tax-exempt basis; and

(d be adopted no earlier than January 1, 1989.
Section 13. Establishment Of The Committee.

€) Formation and composition of the Committe

The parties agree that a Project Management Committee

("Committee"™) shall be established on January 15, 1988, or
on such earlier date as may be agreed to by the parties.

The Committee shall consist of the Authority and the Pur—
chasers (including as Purchasers for this purpose both
Homer Electric Association, 1Inc., and Matanuska Electric

Association, 1Inc., Tfor themselves and for AEG&T as a Pur—
chaser represented by and through those utilities). No
Committee member shall obtain an additional vote through
merger with, acquisition of, or assignment from any other
Committee member, and AEG&T shall have no direct vote, but
shall be represented by and through Homer Electric Associ —

ation, Inc., and Matanuska Electric Association, Inc.,
each of which shall be entitled to vote as a Purchaser
member for purposes of Committee procedure. Each Commit—

tee member entitled to vote shall name one representative
to serve on the Committee and one designated alternate for
that representative. Each such member shall notify all
other members in writing of the names, addresses, and tel—
ephone numbers of its representative and designated al—
ternate. After it 1is established, the Committee shall
meet not less than once each quarter. Costs of the Com-—
mittee (other than costs 1incurred by the Authority) which

BRADLEY LAKE PROJECT POWER SALES AGREEMENT Page 19



are

incurred prior to the Date of Commercial Operation

shall be
Percentage Shares of each.

borne by the Purchasers 1in accordance with the

() Adoption of rules of procedure. The Com—

mittee shall adopt, by the affirmative vote of a majority
of the Purchasers and the affirmative vote of the Authori—
procedural rules governing the conduct of the Commit—
tee"s affairs. Such rules shall address, among other mat—

ty,

ters,
officers,

olution,
Consultants, and modification of the Committee"s procedur —

al

rules

procedures for the periodic selection of Committee

the conduct of Committee meetings, dispute res-—
the approval (including possible pre-approval) of

and, to the extent not otherwise specified in

this Agreement, such rules shall also specify the applic—

able

decided

tions an
sufficiency of the annual budget and wholesale power

rates,

voting requirements for approval of matters to be

bv the Committee. Committee approval of opera-—
d maintenance arrangements for the Project, the

i".d the undertaking of Optional Project Work shall

require the affirmative vote of a majority of the Purchas—
ers and the affirmative vote of the Authority.

(c) Committee responsibilities; approval by the

Authority.

BRADLEY

(i) As the legal owner and licensee of the

Project, the 1issuer of Project debt, and the agency
charged by statute with various duties affecting or
affected by the Project, the Authority has certain

non-delegable rights, duties, and vresponsibilities

with respect to the Project. Subject to such non-—
delegable rights, duties, and responsibilities, the
Committee shall be responsible for the management,

operation, maintenance, and 1improvement of the Pro-—
ject, in recognition that as take-or-pay purchasers
of Project Capacity after the Date of Commercial Op-—
eration, the Purchasers have substantial long-term
financial interests in, and service and planning re—
sponsibilities affected by, the Project.

ing

(i) The Committee shall take the follow—
actions, subject to the provisions of the Bond

Resolution, federal and state law, the requirements

of

licensing and regulatory agencies, and the rights

of the Authority and the Purchasers under other pro-—
visions of this Agreement:

LAKE

Q) Arrange for the operation and
maintenance of the Project, and the scheduling,
production, and dispatch of Project power;

® Establish procedures for the use

of each Purchaser®s Water Allocation in a manner

PROJECT POWER SALES AGREEMENT Page 20



consistent with the needs and desires of other
Purchasers and the capabilities of the Project;

© Adopt 1in each Fiscal Year (and
revise as necessary or prudent during such Fisc-—
al Year) a budget of Annual Project Costs for
that Fiscal Year, which budget shall be 1in an
amount estimated by the Committee to be suffic-—
ient to pay all Annual Project Costs;

D) Establish for each Fiscal Year
the estimated Annual Payment Obligation of each
Purchaser, together with a schedule for each
Purchaser of equal monthly payments that such
Purchaser shall be required to make during that
Fiscal Year, which payment schedule shall be (1)
designed to recover such estimated Annual Pay-—
ment Obligation from that Purchaser during the
Fiscal Year, and (Il) revised during such Year
to reflect any revisions to the budget of Annual
Project Costs for that Fiscal Year;

(E) Determine after the conclusion of
each Fiscal Year the actual Annual Project Costs
for that Fiscal Year, the actual Annual Payment
Obligation of each Purchaser for t.iat Fiscal
Year, and the amount of any additional payment
required from (or the amount of any refund to be
returned to) each Purchaser to ensure that the
total of all payments received from each Pur—
chaser for each Fiscal Year is equal to that
Purchaser®s actual Annual Payment Obligation for
that Fiscal Year;

D) Evaluate and select among altern—
ative methods (if any) of carrying out and fund-—
ing (including through 1issuance of bonds) Re-—
quired Project Work;

©) Adopt provisions to evaluate and
approve Optional Project Work, and to determine
the compensation (if any) to be provided in ac-—
cordance with Section 4(d) of this Agreement if
the Committee approves any such Optional Project

Work;

@) Adopt procedures consistent with
Section 13(f) for the resolution of disputes
that may arise between or among the Purchasers
and the Authority concerning the interpretation
of this Agreement, the obligations created by
this Agreement, or the performance of such ob-—
ligations ;
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) Make an 1initial determination
"customary" insurance within the meaning of
Section 714 of the Bond Resolution and determine
the appropriate amount of, and obtain, 1insurance
for or related to the Project, 1in addition to
such 1insurance as may be required by the Bond
Resolution;

@) Adopt maintenance schedules for
the Project that do not interfere unreasonably
with the operations of the Purchasers;

« Adopt and implement procedures
relating to electric power reserves for the Pro-—
ject in accordance with Section 5; and

(L) Consider the need for and approve
any additional amount to be added to the Renewal
and Contingency Reserve Fund over and above the
Renewal and Contingency Reserve Requirement pro-—
vided under the Bond Resolution.

(iii) If and when no Bonds are outstanding
under the Bond Resolution, and the Bond Resolution 1is
therefore no Jlonger effective, the Committee shall
provide for the establishment of such accounts and
the taking of such actions as may be necessary to
manage the Project.

() Payment obligation unimpaired. Notwith—
standing any Committee action or inaction under this Ag-—
reement, each Purchaser®s obligation to make the monthly
payments necessary to pay its Purchaser®s Percentage Share
of Debt Service, costs of operation and maintenance, and
all other amounts to be paid by Purchasers under this Ag-—
reement shall be absolute and unimpaired.

(e) The Authority"s ability to take Required
Action. In the event the Committee fails to take any of
the actions set forth 1in Section 13(c) (ii) ©O-(€E) in a
timely fashion, or fails to take any other action which
the Authority believes to be a Required Action, and as a
result the Authority determines that it will be unable to
meet any of 1its obligations imposed by statute, by the
Bond Resolution, by this Agreement, or by any licensing or
regulatory agency, then the Authority may (i) adopt a bud-—
get of Annual Project Costs, (ii) estimate the Annual Pay-—
ment Obligation of each Purchaser, (iii) require each Pur—
chaser to make payments on rhe basis of such estimated
Annual Payment Obligation, anc (iv) take such other action
as the Authority deems necessary to meet such obligations.
Failure of the Committee to adopt an Annual Project Budget
by the ninetieth (90th) day prior to the beginning of a
Fiscal Year shall permit the Authority to adopt an Annual
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Project Budget pursuant to this subsection. All actions
and determinations under this Section 13(e) shall be taken
and made 1in accordance with Prudent Utility Practice.

™) Purchasers®" duties and rights of revie

Each Purchaser shall make payment as required by the Auth-—

ority as a result of any action taken by the Authority

under Section 13(e), but such payment shall not constitute

a waiver of any Purchaser®s rights under this Agreement.

Any Purchaser may seek review of such action 1in accordance

with the dispute resolution procedures adopted by the Com-—

mittee, or may seek to enforce this Agreement judicially

in accordance with Section 9() 1if no applicable dispute
resolution procedures have been adopted.

Section 14. End Of Project

(€)) Authority®"s declaration. The Authority
shall declare the Project ended, and the Authority®"s ob-—
ligations to make power available to the Purchasers and to
operate and maintain (or to assure the operation and main-—
tenance of) the Project shall also end, if and when (i)
such a declaration 1is required under Section 14(b), or
(ii) the Project can no longer be operated 1in accordance
with Prudent Utility Practice.

(b) Consultant®s report. The Authority shall
make the declaration described in Section 14(a) 1if all of
the following conditions are met:

(i) the Project cannot be operated at full
capacity in a manner consistent with Prudent Utility
Practice absent repairs, modifications, or additions
("Repairs"™) to the Project;

(i) a Consultant retained by the Commit—
tee concludes that such Repairs are not cost-
effective 1in comparison- with other power supply alt—
ernatives then available to the Purchasers; and

(iii) Committee members who are Purchasers
and whose Percentage Shares total «eighty percent
(80%) vote that such Repairs should not be undertak-—

en.

© Consequences of Authority®"s declaration.
After the Authority has declared the Project ended, each
Purchaser shall complete 1its payment obligation for Pro-—
ject Capacity and associated energy delivered to such Pur—
chaser before the Project ended, and shall do so by paying
its Percentage Share of Annual Project Costs until all
Bonds have been paid or provision has been made Tfor the
payment of the Bonds in accordance with the Bond Resolu-—
tion; provided, that from the date on which the Authority
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Proposed language to permit the use of the power project loan fund for

energy conservation measures and to provide additional security for bond

Issues:
AS 44.83.170(b)(1) is amended to read by adding a new section to read:
1

(D) energy and power projects requiring the installation of energy

conservation measures or the use of more efficient energy technology.
AS 44.83.170(b) is amended by adding a new subsection to read:

(3) to rural education attendance areas and regional housing
authorities to pay the costs of constructing, equipping, modifying,
improving, and expanding bulk fuel storage facilities or energy and

power projects requiring the installation of energy conservation mea-

sures or the use of more efficient energy technology.
AS 44.83. is amended by adding a new section to read:

Sec. 44.83.171 POMER PROJECT BONDS, (a) The authority may borrow
money and issue its bonds for the purpose of making or refinancing loans

for the acquisition or construction of energy and power projects for

which money may be or has been loaned from the power project fund

2340/845/1



pursuant to AS 44.83.170(b)(1). The provisions of AS 44.83.170 except
for (i) AS 44.83.170(b)(2)(A) (leveraged leasing arrangements),

(i) AS 44.83.170(f) (Interest rates and other loan terms),

(i) AS 44.83.170(y) (deposit or repayments in the general fund and
(iv) AS 44.83.170(h) (loan forgiveness), shall apply to the loans made
or refinanced with the proceeds of bonds.

(b) In order to enhance the credit-worthiness of bonds issued
under this section, the authority may pledge principal and interest on
loan repayments and interest earned by loans made by the authority and
in this event these amounts shall not be deposited in the state general
fund.

(c) Notwithstanding any provisions of law, to the extent that any
department or agency of the state is the custodian of money payable to a
municipality, at any time after written notice to the department or
agency head from the authority that the municipality is in default on
the payment or principal or interest on amounts borrowed under this
section, the department or agency shall withhold the payment of that
money from that municipality and pay over the money to the authority for
the purpose of paying principal of and interest on bonds of the author-

ity issued pursuant to this section.
*Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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ALASKA POWER AUTHORITY
POWER PROJECT FUND LOANS

Loan

Date Borrower

4/78 AEL&P (Juneau)
8/80 City of King Cove
10/80 INNEC(lliamnaarea)
10/80  AEL&P (Juneau)

3/81 AEL&P (Juneau)

8/81 Bethel Co-generation Utility

12/81 AEL&P (Juneau)

8/82 City of Sitka

8/82 AEL&P (Juneau)

8/83 AEL&P (Juneau)

8/83 AEL&P (Juneau)

4/84 AEL&P (Juneau)

4/84 AEL&P (Juneau)

4/84 AEL&P (Juneau)

8/85 Tanana Power Company
9/85 G &K Inc. (Cold Bay)
8/85 Levelock Electric Coop.

11/85 Middle Kuskokwim Electrical Coop.

11/85 Far North Utilities (Central)
8/86 City of King Cove

9/86 City of Clarks Point

9/86 G &K Inc. (Cold Bay)
9/86 Chitina Electric, Inc.

5/87 Cordova Electric Coop.
2/87 City of Galena

2/87 Kwig Power Company
6/87 City of Galena

8/87 City of Ouzinkie

6/87 Coffman Cove Utility Association

8/87 City of Larsen Bay

9/87 Middle Kuskokwim Electric Coop.

11/87 City of Nenana

Power Project Loan
Fund

The Power Project Loan Fuwd (PPLF) pro-
vides State assistance to local utilities
and other eligible government units tor
the development of new small-scale
power production facilities, facilities for
conservation, bulk fuel storage, transmis-
sion and distribution lines, or potable
water supply projects. There is no limit on
the amount that can be borrowed from the
fund; the amount is based on the bor-
rower’s need and the fund's balance.
Loans are issued for a maximum term of
50 years at an interest rate not less than 5
percent and not more than the 52-week
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Approved
Amount

$ 500,000
200,000
300,000

1,000,000
200,000
1,000,000
2,300,000
15,000,000
1,700,000
1,000,000
2,000,000
500,000
2,000,000
2,000,000
. 130,000
1,283,836
30,000
250,000
200,000
120,000
177,000
1,000,000
101,500
1,950,000
1,350,000
25,000
245,000
50,000
70,000
493,694
153,000
323,000

$ 37,652,030

average of municipal bond yield rates.
Unless a borrower is regulated by the
Alaska Public Utilities Commission and
has a substantial history of repaying long-
term loans, collateral may be required to
protect the loan.

Thirty-five loans totaling S38 million have
been approved to date. No delinquencies
have occurred. Fiscal year 1987 interest
income to the State from this program is
approximately $2 million, with an average
interest rate of about 8.5 percent. During
fiscal year 1988, the estimated interest in-
come is expected to be $2.25 million.



resident per month tor community facil-
ities whose operations are not paid for by
the state or federal government or by
private commercial interests. The PCE
rats for each participating uifity Is
established by the Alaska Public Utilities
Commission. Program funding is ap-
propriated to the Power Authority for
disbursement to the eligible utility.

Ninety-nine utilities serving 167 com-
munities are participating in the PCE pro-
gram. Twenty-eight of these utilities are
regulated; 71 are unregulated. Six of the
utilities received the maximum PCE rate
of 41,8C per kilowatt hour. Ouring fiscal
year 1987, a total of $17.5 million was
disbursed under this program. No new
utilities have joined the program since
October 1986.

Rural Electrification
Revolving Loan Fund

The Rural Electrification Revolving Loan
Fund (RERLF) is a 2 percent loan pro-
gram designed to assist local utilities in
extending electrical service into pre-
viously unserved areas. RERLF loans are
made only to electrical utilities holding

a Certificate of Public Convenience and
Necessity issued by the Alaska Public
Utilities Commission. The maximum
amount that may be borrowed is
$500,000, or $250,000 ifthe fund bal-
aiice is less than $3 million at the time
of application.

To be eligible for an RERLF loan, the utili-
ty must make a minimum investment in
the project, which equals the cost for ac-
quisition and installation of one trans-
former, one span of line, one pole and
one service drop for each initial customer.
Additionally, there must be at least three
new customers served by the project to
make it eligible for a RERLF loan. Prin-
cipal on a RERLF loan is repaid based on
a formula which considers the rate at
which new customers are added to the
extension and may be deferred indefi-
nitely. RERLF loans are made only ifa
repayment analysis projects that repay-
ment of the principal is likely to occur
within ten years. A Loan Advisory Com-
mittee, consisting of local residents, must
recommend approval of each loan. Once
a completed loan application is received
and reviewed by tho Power Authority for
the project’s financial, technical and
economical feasibility, the application is
submitted to the Power Authority Board of
Directors for approval.

Since inception of the program in July
1982 to December 1987,11 RERLF loans

ALASKA POWER AUTHORITY

RURAL ELECTRIFICATION REVOLVING LOAN FUND

Loan
Date

7182
1/83
7/83
10/83
11/83
12/83
11/83
7/84
7185
9/86
6/87

Borrower

INNEC (lliamnaarea)
Andreanof Electric Company
INNEC (lliamnaarea)

Egegik Light and Power
Yakutat Light and Power
City of Unalaska

City of Unalaska

Egegik Light and Power

City of Saint Paul

City of Clarks Point

Golden Valley Electric Association

ALASKA POWER AUTHORITY

Approved
Amount

$ 1,340,000
200,000
230,202
130,000
134,000
250,000

1,560,486
83,830
687,285
250,000
90,000

$ 4,955,803

LOANS FROM THE GOVERNOR’S DISASTER FUND

Loan
Dale

8/84
3/86
2/87

Borrower

G &K, Inc. (Cold Bay)
Venetie Village Council
Venetie Village Council

totaling almost $5 million have been ap-
proved. None of the existing loans are
delinquent. The interest income to the
State from this program during fiscal year
1987 is $84,000; during FY88 itis
estimated to be $82,000.

Approved
Amount

$ 500,000
50.000
65.000

$ 615,000
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Al k Power Authority
P.O.Box 190869
701 E.Tudor Road
Anchorage, AK 99519
(907)561-7877

Power Project Fund

In 1976 the Alaska Legislature established the
Power Project Fund to provide financing for
small-scale power and potable water projects.
Loans from the fund can be used to finance all
phases of project development from feasibility
studies, licensing and permit applications, design
and engineering to construction and expansion.
Virtually any power project that uses non-nudear
fuels, or waste heat would qualify for a loan,
Including transmission and distribution lines and
bulk fuel storage facilities.

Eligibility

The Alaska Power Authority administers the Power
Project Fund. EHgJbliftyand conditions tor P wer
Project Fund loans are established by Alaska
Statute (AS 44.83.170) and regulation (3 AAC
94.070.1 tO). Organizations that are efigiblo for
Power Project Fund loans include electric utilities,
regional electric authorities, municipalities, cities,
boroughs, regional and vSlage corporations, village
couocls and non-profit marketing cooperatives.
Tiie principal guidelines used to determine eligible
projects are that they be small-scale and
non-nudear.

Terms

Terms for Power Project Fund loans are established
by statute. These are:

* Tneterm is not to exceed 50 years.

» Tiie interest rate Is established by the average
yield on munldpal bond rates for the past 12
monthsor a rate tiiat allows the project to be
financially feasible, whichever Is less, but no!
less than 5%.

* Loanscan be unsecured Hthe borrower is
regiiated by the Alaska Public UtlKtes
Commission and has a good credit history.

* Loan repayment can be deferred unt3 the
project has suffideot earnings but cannot be
deferred by more than 10 years.

» The Legislature may forgive a loan fora
reconnaissance or a feasibility study iftiie
project Is not feasible.

There is no Kmft on the size of a Power Project
Fund loan, pending available funds. The Power
Authority Is investigating alternative funding
sources which may affect Interest rates and loan
repayment terms lor the program.

For more information on the Power Project Fund 0T
to obtain a loan application, contact the:

Alaska Power Authority
Attention: Loans Officer

P.O. Box 190069
701 AL Tudor Road

Anchorage, AK 99519

Telephone: (907)561-7877

The Alaska Power Autfiority is a corporation of the
State of Alaska. Tohelp reduce electricalcosts for
residents of the State, theagency constructs,
finances and operates power projects, administers
loanprograms and provides technicalassistance
to Alaskan communities and utilities.
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6#neral Inflation 4.5*
Vil iritnn* halw Ut
Reinvestment Rati 6.5*
Average Loan Lift 25 years
1963 1989 1998 1991 1992
Beginning of Yaar Cash Balance 0 2,389 2,454 2,696 1,998

Prograe Receipts:

Existing PPLF/RERLF Loans (1)

Principal..mmmnns 47 861 929 1,082 1,064

IILCT LT SO, 2,354 2,463 2,486 2,337 2,266
Four-0ae P00l (2).mmrmmmrsrsrnns 6,374 1,212 8,520 8,763 9,076
Fout-Om Pool Operations (3)........ 3,796 3,969 4,148 4,334 4,529
Existing Waste Heat (4).....o.. 136 148 148 No) 168
CP Dev. Reirturseaant (5)..mmmmon 0 0 835 875
Loan Comitaent Fees (6)....mmen 113 108 318 175 640
Realized Savings from Efficiency

Investments (7)... . 0 1,889 34« 4,989 6,208
Interest INCO0E (6).mmmrmmrmsrmsirnns 13,408 8,348 4,728 2,258 2,659

Total ReCeIPLS..mmmmmmrmmrrnn 26,917 24,884 25372 24746 27481

Prograe Expenses:

Adeinistrative (9) ..o 1,138 1,180 1,230 1,290 1,350
Operations t Kaintenance (3)...... 3,796 3,969 4,148 4,334 4,529
Capital Projects Development (9).. 1,608 1,678 1,750 1,838 1,911

Total EXPENSES. ..o 6,526 6,819 1,126 7,454 7,189
Met Surplus (D eficit)....ommmmmmmmmmnn 28,289 18,065 16,245 17,292 19,692
Power Cost Equalization (10)......u.. 18,688 18,369  '16,398 18,038 18,008
Net Surplus (D eficit).mmmmmmmmmin 2,389 65 245 (708) 1,692

End of Year Cash Balance 2,389 2,454 2,696 1,998 3,681



Capital togttirtoonti (11)

raw project Loan Fud
Efficiency leprovwnt*:
taste Hoat
Seall Intertin
End-user Inprovsesnts
Rural Systni Upgradn
Ssall Hydro:
King Cove
Larsen Bay
Akutan
Black Bear
TttiMlni
Unalaska Geothenal
Other

Total Capital Requirewmts..

Investeent Funds

Debt Service Reserve (12)....
Railbelt Loan Fund (.13).........
Railbelt Intertie Fund (It)...
Prev Yr Avg Cash Balance (15).

8,961

2,388
1,088

588
1,080

5,909

11,388

1,138
25,098
109,058
0

206,139

2,125
25,086
109,088
1,194

128,319

3,170
2,588

1,001
1,088

31,889

5,225
25,008
49,088

2,421

72,646

3,311
3,588

758
758

6,975
25,089

2,576
34,551

3<t>9

589
581

69,068
3M8

64,808

13,375
25,098

2,344
40,719



RUOTHITE

(1) Piymt of principaland interest on existing PPLF, RERLF and special loans.

(2) a—— ££tu*l ulm final fn CE«triCt Calmm Knarifiari in CCJItrSCt.

(3) Qpsreiing costs of Fonr-Das Pool; rscsipts equal to expenses.

(4) Based on anticipated aaount that can bo received fron projects already built.

(5) Assume that capital development costs are recovered if a project is built.
Based on one half of projects investigated being built with a two-year lag
before being reiebursed.

(6) Equal to one percent of the Mount borrowed for capital requirements.

(7) Estimated.

(8) flswesd interest earnings on the investsent funds at a reinvestment rate of
S. St

(9) Based on the FY88 budget and escalated at general inflation.

(1Q) Assure* reduction through efficiency ieproveesnts,

(11) Estieat™ aaounts shownare for year capital first required.  Project My

becoee operational in a later year.

2) Assume a 18 percent reserve eargin on amount borrowed.

3) Assumd amount left over fron Kailbelt Interties and Bradley Lake.

4) Based on a >288 Billionconstruction cost and the drawdown shown.

J

1
1
1
15) Average cash balance of the previousyear's operations.

(
(
(
(
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5-08810
Cramer
4/25/88
Original sponsors: Coghill and Faiks
IN THE SENATE
HOUSE CS FOR CS FOR SENATE BILL NO. 206 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Power Authority; and

providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.83.092 is amended by adding a new subsection to
read:

(b) A contract that the authority enters into under (a) of this
section relating to the sale of electric power from a power project to
be acquired or constructed wunder AS 44.83.380 - 44.83.425 (energy
program for Alaska) may create a project management committee. The
committee shall consist of representatives of the contracting parties
as specified in the contract. The contract shall determine the powers
of the committee with respect to the power project. The powers may
include responsibility for the management, operation, and maintenance
of the project. To the extent provided in the contract, the committee
has separate legal existence and other powers necessary to its pur—
poses .

* Sec. 2. AS 44.83.170(b) 1is amended to read:
(b) The authority may make loans from the power project fund
D) to electric utilities, regional electric authorities,
municipalities, [CITIES, BOROUGHS,] regional and village corporations,
village councils, school districts, regional <educational attendance
areas, business enterprises, and nonprofit marketing cooperatives to

pay the costs of

(A) reconnaissance studies, feasibility studies,

1- HCS CSSB 206( )
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license and permit applications, preconstruction engineering, and
design of power projects;

(B) constructing, equipping, modifying, improving, and
expanding [SMALL-SCALE] power projects [PRODUCTION FACILITIES],
conservation facilities, bulk fuel storage facilities, and trans-—
mission and distribution facilities, including energy production,
transmission and distribution, and waste energy conservation
facilities which depend on fossil fuel, wind power, tidal, geo—
thermal, biomass, hydroelectric, solar or other nonnuclear [NON-—
NUCLEAR] energy sources; [AND]

© reconnaissance studies, preconstruction engineer —
ing, design, construction, equipping, modification, and expansion
of potable water supply including surface storage and groundwater
sources and transmission of water from surface storage to exist-—
ing distribution systems;

(D) acquisitions of bulk fuel or proven reserves of
gas, oil, coal, geothermal, or other energy resources; and

(E) consumer end-use improvements to reduce demand for
energy;

(2) to a borrower for a power project if

(A) the loan 1is entered into under a leveraged lease
financing arrangement;

(B®) the party which will be responsible for the power
project 1is an electric utility, regional electric authority,
municipality, [CITY, BOROUGH,] regional or village <corporation,
village council, school districts, regional educational atten—
dance areas, or nonprofit marketing cooperative; and

©) the borrower seeking the loan demonstrates to the

authority that the financing arrangement for the power project

HCS CSSB 206( ) -2-
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will reduce project financing costs below costs of comparable

public power projects.

* Sec. 3. AS 44.83.170 is amended by adding a new subsection to read:

(1) In this section "business enterprise”™ has the m

given in AS 44.88.220.
Sec. 4. AS 44.83 is amended by adding a new section to read:

Sec. 44.83.172. POWER PROJECT BONDS. (a) The authority may
borrow money and issue bonds to make or refinance loans for the acqui —
sition or construction of power projects authorized under the power
project fund. Loans made or refinanced with the proceeds of bonds
authorized by this section are subject to AS 44.83.170(a) - (e).
However, the authority may not issue bonds to make or refinance a loan
entered into wunder a leveraged 1sase financing arrangement under
AS 44.83.170(b, (2)(A).

(b) To enhance the credit-worthiness of bonds issued under this
section, the authority may pledge the principal and interest received
from the loan repayments and the interest earned on those amounts for
bonds issued under this section. If the authority has pledged these
amounts, they may not be deposited in the general fund.

(c) The authority may notify the head of a department or agency
of the state 1in writing that a municipality 1is 1in default on the
repayment of principal or interest on amounts borrowed under this
section. After the notice 1is given, and notwithstanding any other
provision of 1law, to the extent that a department or agency of the
state 1is the custodian of money payable to the municipality, the
department .,r agency shall withhold payment of the money from the
municipality and pay over the money to the authority to pay principal

and interest on bonds of the authority issued under this section.

* Sec. 5. AS 44.83.361(b) is amended to read:

-3- HCS CSSB 206( )
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(b) The authority may make loans from the rural electrificat

revolving Jloan fund to electric utilities certified by the Alaska
Public Utilities Commission. A loan from the fund may be made only
for the purpose of extending net electric service into an area of the
state that an electric utility may serve under a certificate of public
convenience and necessity 1issued by the Alaska Public Utilities Com-—
mission. A loan may be made from the fund to an electric utility if
the utility invests the money necessary to provide one pole, one span
of line, one transformer, and one service drop for each consumer for
whom 1immediate service would be provided by the extension of electric
service. Applications for loans to extend service along state roads
or highways shall be given priority for up to one-half of the Tfunds
available for 1loans under this section. However, a loan may not be
made from the fund unless

€D the loan 1is recommended by a loan advisory committee
appointed under AS 44.83.363; and

(2) the extension of electric service would provide immedi—
ate service to at least three consumers.
Sec. 6. AS 44.83.363 is amended to read:

Sec. 44.83.363. LOAN ADVISORY COMMITTEE. When an application

for a rural electrification loan 1is submitted to the authority under
AS 44.83.361, the authority shall appoint a local advisory committee

from persons residing in the area that the applicant utility 1is certi—

fied to serve. The 1loan advisory committee shall consider the loan
application, and shall recommend whether the loan application 1is to be
approved or disapproved. A favorable recommendation from the loan

advisory committee shall be based on a determination that development
in the area of the proposed extension of electric service is likely to

provide for full repayment of the loan under AS 44.83.361(d) within 20

HCS CSSB 206( ) —4-
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[10] years. In making that determination the committee shall consider

(D) permanence of the premises to be served by the exten-—
sion ;

(2) land use patterns in the area;

3) access for the line that would be 1installed with loan
proceeds;

(A) availability of other utility service 1in the area; and

(5) the Ffinancial [ECONOMIC] feasibility of the ex
of electric service with the proceeds of the loan.

* Sec. 7. This Act takes effect immediately under AS 01.10.070(c).
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Proposed language to permit the use of the power project loan fund for

energy conservation measures and to provide additional security for bond

Issues:
AS 44.83.170(b)(1) is amended to read by adding a new section to read:

(D) energy and power projects requiring the installation of energy

conservation measures or the use of more efficient energy technology.
AS 44.83.170(h) is amended by adding a new subsection to read:

3 to rural education attendance areas and regional housing
authorities to pay the costs of constructing, equipping, modifying
improving, and expanding bulk fuel storage facilities or energy and
power projects requiring the installation of energy conservation mea-

sures or the use of more efficient energy technology.
AS 44.83. is amended by adding a new section to read:

Sec. 44.83.171 POWER PROJECT BONDS, (a) The authority may borrow
money and issue its honds for the purpose of making or refinancing loans

for the acquisition or construction of energy and power projects for

which money may he or has been loaned from the power project fund

2340/845/1



pursuant Lo AS 44.83.170(b)(1). The provisions of AS 44.83.170 except
for (i) AS 44.83.170(b)(2)(A) (leveraged leasing arrangements),

(i) AS 44.83.170(f) (Interest rates and other loan terms),

(i) AS 44.83.170(g) (deposit or repayments in the general fund and
(iv) AS 44.83.170(h) (loan forgiveness), shall apply to the loans made
or refinanced with the proceeds of bonds.

(b) In order to enhance the credit-worthiness of bonds issued
under this section, the authority may pledge principal and interest on
loan repayments and interest earned by loans made by the authority and
in this event these amounts shall not be deposited in the state general-
fund.

(c) Notwithstanding any provisions of law, to the extent that any
department or agency of the state is the custodian of money payable to a
municipality, at any time after written notice to the department or
agency head from the authority that the municipality is in default on
the payment or principal or interest on amounts borrowed under this
section, the department or agency shall withhold the payment of that
money from that municipality and pay over the money to the authority for
the purpose of paying principal of and interest on bonds of the author-
ity issued pursuant to this section.

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

2340/845/2
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MEMORANDUM

To: Representative Sara Cofton, Co-Chair House Resources
Representative Adelheid Herrmann, Co-Chair House Resources

From: Senator John B. Coghi
Re: SB 2,06
Date: April 27, 1988 [

This version of SB 206 allows the Alaska Power Authority  to
function more efficiently and effectively without a continual
drain of the general fund.

While this committee substitute does not do nea_rl% half as much
as my original version, (it is a concise bill which achieves two
important purposes; assists rural _energy consumers and gives
needed bonding authority to the APA,

Sect. .1 Allows statutory recognition of the project management
committees who used to operate "and manage APA projects. ould
decrease hond buyers' concerns.

Sect. 2 Amends the existing statute by adding school
regtl_ot_nal te#utcatlonl_?ttefndanlce ar?as argﬁ busingss ente
entities that quali or loans from the power projec
Also allows thé1 Ioanyfund to be used fo_r,g_onsum%r gnd
conservation improvements and for acquisitions of bul
energy resources.

Sect. 3 Defines "business enterprise" as defined by the Alaska
Industrial Development Authority.

tricts,
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Sect. 4 Allows APA to issue bonds for an* rErO rams, activities
or projects allowed by the power progect und as enumerated in
the statutes. Allows APA to pledge the principal and interest
repayments and other earnings as collateral for the bonds.

Sect. 5 Allows Rural Electrification Revolving Loan Fund to  be
funded from the power project fund. Loan critéria are modified



to allocate half of the funds available to extend service along
state highways.

Sect. 6 Changes loans evaluation criteria from economic to
financial feasibility.

Sect. 7 Effective date clause



Ccr
P STEVE COWPER, GOVERNOR

REPLY TO:
DEPARTMENT OF LAW / (Ef 1031 w ath AvenuE

SUITE 200
ANCHORAGE, ALASKA 99501-7994

OFFICE OF Thit Al (JHNt: Y ofervicHAL PHONE1 (907) 276-3550

April 29, 1988 [ 1st NATIONAL CENTER
100 CUSHMAN ST
SUITE 400
Honorable Sam Cotton FAIRBANKS. ALASKA 99707-4679

House Resources Committee

Pouch Vv [ PO. BOX K-STATE CAPITOL
Juneau, Alaska 99811 JUNEAU. ALASKA 99811-0300

PHONE. (907) 465-3600
rRe 5B 206

Dear Chairman Cotton:

Ned Farquhar has asked on your behalf for an opinion
regarding an amendment to the legislation establishing the power
project loan fund, AS 44.83.170. You have asked whether the
legislature needs to appropriate to the fund the principal and
interest repayments on outstanding loans previously made from the
power project fund. No, If the legislature passes HCSCSSB 206:
that act will adequately direct repayments on outstanding loans
from the fund to the new "revolving revenue bond fund."

The legislature established the power project fund in
the Alaska Power Authority to lend money to eligible borrowers
for the <construction of power projects, AS 44.83.170(a). At
present the fund includes only money appropriated by the
legislature. Id. Repayments of principal and interest on loans
from the current fund must be deposited in the general fund. AS
44.83.170(9) .-

Section 4 of HCSCSSB 206 would change the primary
method by which the power project fund 1is capitalized fronm

legislative appropriations to bond financing. The APA would
issue bonds to make lorns to finance the construction or
acquisition of power projects. The APA could pledge the

principal and interest repayments on loans made with the proceeds
of the bond sale as well as the principal and interest repayments
on outstanding loans as security for the bonds. The effect of
section 4o0f HCSCSSB 206 would be to create a revolving revenue
bond fund to meet the APA ™% bond obligations. 1/

In an earlier opinion from this office, Attorney
General Wilson L. Condon <concluded that there s an implied
exception to the dedicated fund prohibition for bond obligations.
1982 Op. Atty. Gen. No. 13 (Nov. 30) at 26. Thus, the creation

1/ Revolving loan funds provide for the return to the fund of
repayments by borrowers so that new Jloans can be made on a
continuing basis. 1982 Op. Atty. Gen,. No. 13 (November 30), at
12.

03-C5LH



Honorable Sam Cotton April 29, 1988
House Resources Committee Page 2
SB 206

of a revolving revenue bond fund to meet the APA"s bond
obligations is legally defensible.

As you correctly noted, section 4 of HCSCSSB 206 does
more than create a revolving fund to secure bonds with the
repayments from loans using theproceeds of bond sales. It also
augments the fund by detouring loan repayments on outstanding
loans destined to the general fund to this revolving revenue bond
fund. I do not believe that a separate appropriation is
necessary to achieve this result.

The APA already has the statutory authority to pledge
these repayments as security for 1its bonds. AS 44.83.100(a)
provides, 1in.part, that

The authority may borrow money and may 1issue bonds,
including but not limited to bonds on which the princi—
pal and interest are payable (1) exclusively from the
income and receipts or other money derived from the
project financed with the proceeds of the bonds; (2)
exclusively from the income and receipts or other money
derived from designated projects whether or not they
are financed in whole or in part with the proceeds of
the bonds- (3) from ~its income and receipts or other
assets generally, or a designated part or parts of
them; or (7) from one or more revenue-producing con-—
tracts 1including a contract providing for the security
of the bonds made by the authority with any person.

(emphasis supplied).

While I cannot say with certainty that a revolving fund
will withstand all legal challenges, this revolving fund raises
no legal issues not common to all revolving 1loan funds. This
office has already said that it will defend any legal challenges
to the concept of revolving funds. 1982 Op. Atty. Gen. No. 13 at
26-27.

In conclusion, HCSCSSB 206 is an appropriate vehicle to
establish a revolving revenue bond fund in the APA. No other
action by the legislature 1is necessary.

Please let me know if I can be of further help.
Very truly yours,

GRACE BERG SCHAIBLE
ATTORNEY GENERAL \ C /

By: 1
Carolyn E. Jories
Assistant Attorney General
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COPPER VALLEY ELECTRIC ASSOCIATION, INC.
PO BOX 45 GLENNALLEN. ALASKA 99588-0045

Glennallen (907) 822-3211
V3ldsz (907) 835-4301
Telefax » (907) 822-5586

April 26, 1988

Alaska State Legislature
P.0. Box V (MS 3100)
Hcuse Resources Committee
The Honorable Sam Cotten
Room 124, Capitol

Juneau, Alaska 99811

Dear Representative Cotten:

I understand that the House Resources Committee is, or will be
considering SB 206. A part of SB 206 would be very helpful to
Copper Valley Electric Association (CVEA) 1in that it would allow
CVEA to extend service to many area residences and small
communities which don"t presently enjoy central station electric
service.

I would encourage you to consider SB 206. Similar legislation
was passed last year only to be vetoed. The objectional portions
have been removed and 1 understand SB 206 wil] be acceptable to
the Governor.

Thank you.

Sincerely,

R.D. (Doug) Bursey
General Manager

sh206.rdb

SERVING MEMBER-OWNERS IN THE COPPER RIVER BASIN AND VALDEZ



Alaska Power Authority

"TU: N\epi COCTILUL ‘IvE . LULLCT1 Uu0rotn
Representative Adelheid Herrmann

FROM:
Authori ty

DATE:  April 27, 1988

RE: HCS CSSB 206
Section Analysis

SEC. 1. Provides legislat.ve vecogniticn and statutory authority to
the creation, under contract, of a project management committee.
Project management committees, under current contracts with the
Alaska Power Authority, operate and manage APA power projects. The
powers of a project management, with respect to the power project,
are to be determined by the contract and may include the
responsibility for the management, operation and maintenance of the
Riject. Allows the committee, as provided for in the contract, to
ave a separate legal existence and other powers necessary for its
purposes.

SEC. 2. Adds school districts, regional educational attendance
areas and business enterprises to entities that guallfy for loans
from the Pow”r Project Fund. Additionally expands purpose of loans
to include acquisition of bulk fuel or proven reserves of aas, oil,
coal, geothermal or other energy resources and end-use improvements
to reduce energy demand.

SEC. 3: Provides for the definition of "business enterprise" as
having the same meaning as defined under AS 44.88.220" "Business
enterprise means a single proprietorship, cooperative, corporation,
firm, partnership, or other association of persons organized in any
manner, for any credit worthy purpose.”

SEC. 4. Allows the APA to issue bonds for any of the revenue
Broducmg_programs, activities, or projects authorized under the
ower Project Fund as enumerated in the statutes. Allows the APA to
pledﬁe a portion of the principal and interest from loan repayments
to the Power Project Fund and other earnings as security for the
bonds. Enhances the credit worthiness of power project bonds.

SEC. 5: Adds new language to existing statute relating to the types
of loans the APA may make from the Rural Electrification Revolving
Loan Fund (RERLFP. Stipulates that RERLF applications for loans to
extend service along state roads or_hl%hways shall be given priority
for up to one-half of the funds available for RERLF loans.

SEC. 6: changes RERLF loan evaluation criteria from economic to
financial feasibility.

89/108/1
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The flscal note for CSSB 206 (5/1/87) is based on the assumption that

the net effect to the genera d, with the exception of Section ¢, is
zero ect|on g grow es the Power Authority with sufficient security
to fund future projects ana loans through revenue bonds instead of

are current), the savings to the genera
fund would be as follows:

FYes FY89 FY90 FY91 FY92

] D ot S 13.5 14, 14.7 15.4 16.1
ess. g erV|ce 05

ropriations . 2.5 3.8 5.1
Net Savm%% : gs bl BB Ry

" Based on the 1981-86 average of capital prodect appropriations
excluding Susitna, Bradley Lake, Four Dam Pool, City of Sitka, and

pca. Escalated at an assumed annual inflation rate of <l.S percent.

. Assumes appropriations on the above line are made as 30-year loans
at an s percent interest rate.

8988/735



POSSIBLE ISSUES THAT MAJOR ENERGY POLICY STATEMENTS
MIGHT ADDRESS
*

* *

PRIVATE SECTOR DEVELOPMENT OF ENERGY RESOURCES

USE OF ENERGY ACTIVITIES OR FACILITES AS A TOOL FOR
PROMOTING GROWTH OR ECONOMIC STABILITY

EQUITY INVESTMENT VERSUS BORROWING AGAINST COLLATERAL
(Buy now, pay now versus buy now, pay later)

URBAN AND RURAL EMPHASES

ENVIRONMENTAL CONSIDERATIONS

CONSERVATION OF ENERGY RESOURCES

APPROACH TO PLANNING FOR THE FUTURE; LEVEL OF PUBLIC RISK
EQUITABLE DISTRIBUTION OF BENEFITS OF ENERGY RESOURCES

STATE GOVERNMENT ROLE IN OWNERSHIP OF GENERATING AND
DISTRIBUTION FACILITIES

ORGANIZATIONAL PHILOSOPHY FOR STATE GOVERNMENT ™S ENERGY
RELATED ACTIVITIES (Maybe some sort of genralized
statement regarding coordination, integration or the
like.)

POLICY ON USE OF NUCLEAR ENERGY (Keep what we have or not?)

DEGREE OF CENTRALIZATION OF DECISIONS (Central, Regional,
Local)

INFORMATION GATHERING AND INFORMATION TRANSFER ACTIVITIES

FINANCIAL STRUCTURING OF ACTIVITIES (Should they pay for
themselves or not?)

SUBSIDIES: (Direct subsidy payments, Low-interest loans,
Loan forgiveness, Grants, Tax 1incentives)

REGULATORY ACTIVITIES (Are there dangers 1in over —
regulating, under-regulating?)

ENCOURAGEMENT OF USE OF A DIVERSITY OF RESOURCES

TECHNICAL VERSUS ADMINISTRATIVE APPROACHES TO PROBLEMS



(Should one have priority over the other?)
END-USE CONSERVATION, EMPHASIS ON END-USE CONSIDERATIONS
USE OF FUELED VERSUS FUEL-LESS RESOURCES
STATE OWNERSHIP OF FUELED OR FUEL-LESS GENERATING FACILITIES
TECHNICAL ASSISTANCE TO USERS AND PRIVATE INDUSTRY
ADMINISTRATIVE ASSISTANCE TO USERS AND PRIVATE INDUSTRY
TECHNOLOGY DEVELOPMENT

FISCAL ASSISTANCE (Such as consolidation of fiscal needs for
the purpose of revenue bonding at lowest market rates)

FOSTERING OF INDIVIDUAL, COMMUNITY OR REGIONAL SELF-RELIANCE
FOSTERING OF RELIANCE ON LOCAL ENERGY RESOURCES
PUBLIC EDUCATION IN ENERGY COMSERVATION AND USE

ACCEPTANCE OF FEDERAL ASSISTANCE PROGRAMS (To what extent
should they be allowed to drive state activities or be
accepted if they appear to run counter to or do not
augment existing programs? Does this problem even come

up?)

INVENTORYING OF RESOURCES (Categorizing as financially
feasible versus "promising"™ or unpromising 1in the near
future--akin to the Northwest Power Plan)



10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

POSSIBLE ELEMENTS OF GOAL STATEMENTS

FKUEMUGRL rXUINUnTG o'V AT 1R’

PROMOTE ENCONOMIC GROWTH

PROMOTE INDIVIDUAL AND COMMUNITY SELF-RELIANCE

PROMOTE EXTENSIVE USE OF ENERGY

PROMOTE CONSERVATION OF ENERGY

PROMOTE USE OF RENEWABLE RESOURCES

PROMOTE USE OF A DIVERSITY OF ENERGY RESOURCES

PROMOTE PROTECTION OF ENVIRONMENT
PROMOTE AVAILABILITY OF LOW-COSTENERGY NOW
PROMOTE AVAILABILITY OF LOW-COSTENERGY IN FUTURE
PROMOTE ALASKA®"S INDEPENDENCE OFENERGY IMPORTS
PROMOTE USE OF LOCALLY AVAILABLEENERGY RESOURCES

PROMOTE PRIVATE OWNERSHIP OF ENERGY SUPPLY AND
DISTRIBUTION FACILITIES

PROMOTE USER OWNERSHIP OF ENERGY SUPPLY AND DISTRIBUTION
FACILITIES

PROMOTE PUBLIC OWNERSHIP OF ENERGY SUPPLY AND
DISTRIBUTION FACILITIES

PROMOTE PUBLIC OWNERSHIP OF ENERGY FACILITIES

PROMOTE PRIVATE OWNERSHIP OF ENERGY FACILITIES
PROMOTE USE OF LOCAL RESOURCES

PROMOTE LOCAL AND REGIONAL UNIFORMITY IN RATES
PROMOTE STATEWIDE UNIFORMITY IN RATES

PROMOTE USE OF ALTERNATIVE ENERGY TECHNOLOGIES
PROMOTE USE OF APPROPRIATE ENERGY TECHNOLOGIES

PROMOTE DEVELOPMENT OF ENERGY TECHNOLOGIES APPROPRIATE
TO ALASKA

PROMOTE ENERGY EDUCATION



POSSIBLE GOAL STATEMENTS
ALASKA

THE GOAL FOR ALASKA®"S OVERALL ENERGY POLICY IS TO SEEK
TO ASSURE THAT ALL ALASKANS HAVE AN ADEQUATE SUPPLY OF
ENERGY AT THE LOWEST REASONABLE COSTS TO THE CUSTOMER, THE
ENVIRONMENT AND THE STATE.--From the 1986 Long-Term Energy
Plan .

ALASKA

THE GOAL OF THE STATE IS TO FOSTER AN ENVIRONMENT WHICH
WILL ENCOURAGE THE ADEQUATE, ECONOMICAL, AND RELIABLE
PROVISION OF ENERGY SERVICE AND SUPPLY TO ALL TYPES OF IN-—
STATE CONSUMERS.--From the Governor®s Interim Committee,
Special Issues Subcommittee, Interim Report Supplement,
December 8, 1986.

ALASKA

THE GOAL OF ALASKA®"S OVERALL ENERGY POLICY IS TO
ENCOURAGE THE USE OF THE STATE"S RENEWABLE AND NON-RENEWABLE
ENERGY RESOURCES IN WAYS OF MAXIMUM LONG-TERM BENEFIT TO ALL
ALASKANS; TO PROMOTE ECONOMIC STABILITY IN ALASKA; AND TO
ASSURE THE AVAILABILITY OF ENERGY SUPPLIES AT THE LOWEST
COST TO INDUSTRIAL AND RESIDENTIAL CONSUMERS, TO THE PUBLIC
AT LARGE, AND TO THE ENVIRONMENT.- Strawman Goal Statement
I, Energy Policy Task Force, August 1987.

ALASKA

THE GOAL OF ALASKA®"S OVERALL ENERGY POLICY IS TO
ENCOURAGE THE USE OF THE STATE"S RENEWABLE AND NON-RENEWABLE
ENERGY RESOURCES IN WAYS OF MAXIMUM LONG-TERM BENEFIT TO ALL
ALASKANS; TO PROMOTE ECONOMIC GROWTH WITHIN ALASKA; AND TO
ASSURE THE AVAILABILITY OF ENERGY SUPPLIES AT THE LOWEST
COST TO INDUSTRIAL AND RESIDENTIAL CONSUMERS, TO THE PUBLIC
AT LARGE, AND TO THE ENVIRONMENT.- Strawman Goal Statement
I, Energy Policy Task Force August 1987.

* # *

NORTHWEST CONSERVATION AND ELECTRIC POWER PLAN
(Washington, Oregon, Ildaho, Montana)

THE GOAL OF THIS NORTHWEST POWER PLAN IS TO PRESERVE
AND ENHANCE THIS VALUABLE ASSET (low-cost electrical power)
BY IDENTIFYING THE STEPS THAT NEED TO BE TAKEN TO ENSURE THE
LOWEST COST ELECTRICAL ENERGY FUTURE FOR THE PACIFIC
NORTHWEST.--Statement synthesized from the 1986 Power Plan,
Volume I, page 1-1.



THEY

THEY
EACH

THEY

THEY
SUCH

THEY

CHARACTERISTICS OF MAJOR POLICY STATEMENTS
(Level 1 Statements)
SHOULD BE CONSISTENT WITH THE GOALS STATEMENT

SHOULD BE MUTUALLY COMPATIBLE- NOT IN CONFLICT WITH
OTHER

SHOULD REPRESENT GENERAL PHILOSOPHIES, NOT STRATEGIES

SHOULD BE INDEPENDENT OF CIRCUMSTANCES OF THE MOMENT
AS AVAILABLE FUNDING LEVELS

SHOULD BE PHRASED, TO THE EXTENT POSSIBLE, SO AS TO BE

BE FREE OF SHORT-TERM POLITICAL CONSIDERATIONS- They are, 1in

one

respect, long-teri:; political statements.

* # \J:



CHARACTERISTICS OF STRATEGIC POLICY STATEMENTS
(I.pvpl TT statprnents)

EACH SHOULD BE COMPATIBLE WITH ALL MAJOR POLICY STATEMENTS

EACH SHOULD OUTLINE SOME SPECIFIC STRATEGIC COURSE TO BE
PURSUED, BUT SHOULD NOT NECESSARILY DICTATE THE STEPS BY
WHICH THE COURSE IS TO BE FOLLOWED

THE STRATEGIC POLICY STATEMENTS MAY CHANGE WITH TIME,
DEPENDING ON THE CIRCUMSTANCES OF THE MOMENT

THE STRATEGIC POLICY STATEMENTS MAY BE DEPENDENT ON SHORT-—
TERM POLITICAL CONSIDERATIONS

THE STRATEGIC POLICY STATEMENTS MAY INFLUENCE AND BE
INFLUENCED BY AVAILABLE FUNDING LEVELS

* * #



CHARACTERISTICS OF PROGRAMS (or Projects)

EACH PROGRAM (or Project) SHOULD BE DRIVEN BY ONE OR MORE
STRATEGIC POLICY STATEMENTS, IT SHOULD BE COMPATIBLE WITH
ALL MAJOR POLICY STATEMENTS, AND NOT INCOMPATIBLE WITH OTHER

PROGRAMS

DESCRIPTIONS OF PROGRAMS ARE LIKELY TO BE EMBODIED, |IN FULL
OR IN PART, IN STATE STATUTES

PROGRAMS ARE TOTALLY DEPENDENT ON AVAILABLE FUNDING AND ARE
CONDUCTED WITH THE APPROVAL OF THE LEGISLATURE

PROGRAMS MUST BE CONDUCTED IN COMPLIANCE WITH THE ALASKA
CONSTITUTION AND ALL RELEVANT STATE STATUTES

PROGRAMS MAY OR MAY NOT BE SHORT-TERM; THEY MAY COME AND GO



NORTHWEST CONSERVATION AND ELECTRIC POWER PLAN
(Washington, Oregon, ldaho, Montana)

THE GOAL OF THIS NORTHWEST POWER PLAN IS TO PRESERVE
AND ENHANCE THIS VALUABLE ASSET (low-cost electrical power)
BY IDENTIFYING THE STEPS THAT NEED TO BE TAKEN TO ENSURE THE
LOWEST COST ELECTRICAL ENERGY FUTURE FOR THE PACIFIC
NORTHWEST.--Stateraent synthesized from the 1986 Power Plan,
Volume 1, page 1-1.



CHARACTERISTICS OF MAJOR POLICY STATEMENTS
(Level T Statements)
THEY SHOULD BE CONSISTENT WITH THE GOALS STATEMENT

THEY SHOULD BE MUTUALLY COMPATIBLE- NOT IN CONFLICT WITH
EACH OTHER

THEY SHOULD REPRESENT GENERAL PHILOSOPHIES, NOT STRATEGIES

THEY SHOULD BE INDEPENDENT OF CIRCUMSTANCES OF THE MOMENT
SUCH AS AVAILABLE FUNDING LEVELS

THEY SHOULD BE PHRASED, TO THE EXTENT POSSIBLE, SO AS TO BE
BE FREE OF SHORT-TERM POLITICAL CONSIDERATIONS- They are, ir
one respect, long-term political statements.

CHARACTERISTICS OF STRATEGIC POLICY STATE T"ENTS
(Level Il Statements)

EACH SHOULD BE COMPATIBLE WITH ALL MAJOR POLICY STATEMENTS

EACH SHOULD OUTLINE SOME SPECIFIC STRATEGIC COURSE TO BE
PURSUED, BUT SHOULD NOT NECESSARILY DICTATE THE STEPS BY
WHICH THE COURSE IS TO BE FOLLOWED

THE STRATEGIC POLICY STATEMENTS MAY CHANGE WITH TIME,
DEPENDING ON THE CIRCUMSTANCES OF THE MOMENT

THE STRATEGIC POLICY STATEMENTS MAY BE DEPENDENT ON SHORT —
TERM POLITICAL CONSIDERATIONS

THE STRATEGIC POLICY STATEMENTS MAY INFLUENCE AND BE
INFLUENCED BY AVAILABLE FUNDING LEVELS



i\ .

Sec 44.83.170 (h) The Legislature shall (may)
forgive the repayment of a loan made from the
power project fund for a reconnaissance study
of a feasibility study whei the authority finds
that the power project for which the loan was
made 1is not feasible



pursuant to AS 44.63.170(b)(i). The provisions of AS 44.83.170 except
for (i) AS 44.83.170(b)(2)(A) (leveraged leasing arrangements),

(1) AS 44.83.170(f) (Interest rates and other loan terms),

(i) AS 44.83.170(g) (deposit or repayments in the general fund and
(iv) AS 44.83.170(h) (loan forgiveness), shall apply to the loans made
or refinanced with the proceeds of bonds.

(b) In order to enhance the credit-worthiness of bonds issued
under this section, the authority may pledge incipal and interest on
loan repayments and interest earned by loans made by the authority and
in this event these amounts shall not be deposited in the state general -
fund.

(c) Notwithstanding any provisions of law, to the extent that any
department or agency of the state is the custodian of money payable to a
municipality, at any time after written notice to the department or
agency head from the authority that the municipality is in default on
the payment or principal or interest on amounts borrowed under this
section, the department or agency shall withhold the payment of that
money from that municipality and pay over the mo:ey to the authority for
the purpose of paying principal of and interest on bonds of che author-

ity issued pursuant to this section.
*Sec. 3. Ihis Act takes effect immediately under AS 01.10.070(c).

2340/845/2



Proposed language to permit the use of the power project loan fund for

energy conservation measures and to provide additional security for bond

ISSues:

AS 44.33.170(b)(1) is amended to read by adding a new section to read:

(D) energy and power projects requiring the installation of energy

conservation measures or the use of more efficient energy technology.
AS 44.83.170(b) is amended by adding a new subsection to read:

3 to rural education attendance areas and regional housing
authorities to pay the costs of constructing, equipping, modifying,
improving, and expanding bulk fuel storage facilities or energy and
power projects requiring the installation of energy conservation mea-

sures or the use of more efficient energy technology.
AS 44.83. is amended by adding a new section to read:

Sec. 44.83.171 POWER PROJECT BONDS, (a) The authority may borrow
money and issue its honds for the purpose of making or refinancing loans

for the acquisition or construction of energy and power projects for

which money may be or has been loaned f'-om the power project fund
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LONG-TERM POWER SALES AGREEMENT
POUR DAM POOL - INITIAL PROJECT
OF THE ALASKA POWER AUTHORITY

THIS AGREEMENT 1is entered into by arid among the CITY OF
KETCHIKAN, the CITY OF WRANGELL, the CUTY OF PETERSBURG, the
COPPER VALLEY ELECTRIC ASSOCIATION, INC-/, and the KODIAK ELECT-—
RIC "_3SOCIATION, INC., hereafter referred to as PURCHASING UTIL—
ITIES, and the ALASKA POWER AUTHORITY to provide for the sale,
delivery, and purchase of electric power from the Solomon Gulch,
Swan Lake, Lake Tyee, and Terror Lake Hydroelectric facilities,
collectively known as the Four Dam Pool or the Initial Project.

WITNESSETH

WHEREAS, .the Alaska Power Authority (the "Authority") 1is a pub-—
lic corporation of the State of Alaska duly created, organized
and existing pursuant to AS 44.83-, and authorized by law to sell
electric power generated by the facilities of the Initial Pro—
ject; and

WHEREAS, the Purchasing Utilities are qualified utilities within
the meaning of AS 44.83.425(5), and are authorized to operate,
and entitled to purchase power at wholesale from, a power pro—
ject acquired or constructed by the Authority; and

WHEREAS, this Agreement is for the sale of power from the Initi—

al Project, financed with a loan under AS 44.33, and is fully
consistent with the provisions thereof;

NOW THEREFORE, IN CONSIDERATION of the mutual covenants set
forth herein, the parties hereto agree as follows:
SECTION 1. Parties, Facilities, and Authorities.
(a) The parties to this Agreement ("Parties™) are:
©O) the Alaska Power Author5ty ("Authority");
(i) the City of Ketchikan ("Ketchikan™), d.b.a.
Ketchikan Public Utilities, a home rule municipality
of the State of Alaska;
(iii) the City of Wrangell ("Wrangell™), d.b.a. Wrang-—

ell Municipal Light and Power, a home rule municipali—
ty of the State of Alaska;

Long-Term Power Sales Agreement- Four Dam Pool
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(iv) the City of Petersburg ("Petersburg™), d.b.a.
Petersburg Municipal Power and Light, a home rule mu
nicipality of the State of Alaska?

) Copper Valley Electric Association, 1Inc. ("Cop—
per Valley"™), an electric cooperative corporation of

the State of Alaska; and

(vi) Kodiak Electric Association, 1Inc. ("Kodiak™), an
electric cooperative corporation of the State of
Alaska.

(b) The Parties shall include the respective successors
and assigns of the above Parties, except as ximited by Section

13.

(©) The Parties are also referred to herein as follows:

(1) Ketchikan, Wrangell, Petersburg, Copper Valley,
and Kodiak are referred to as "Purchasing Utilities"

or "Purchasers".

(i) Ketchikan, Wrangell, and Petersburg are referred
to as "Municipal Utilities™.

(iii) Copper Valley and Kodiak are referred to as
nCooperative Utilities".

(iv) Wrangell and Petersburg are referr*™ .. to as "In—
terconnected Utilities".

() Reference 1in this Agreement to any of the Parties
shall include such officers or agents as may from time to time
lawfully exercise responsibility and authority for and on behalf
of such Parties, unless the context clearly requires otheiwise.

(e) Each Party hereto warrants to the others that it 1is
authorized and has taken all steps necessary pursuant to law to
enter into this Agreement and to comply fully with its terms.

™ Electric Power sold pursuant to this Agreement is Pow—
er from the Initial Project as defined in this Agreement. The
Parties recognize that additional physical facilities may be
constructed in the future and considered for addition to the
Initial Project, but the Parties agree that facilities not in—
cluded in the Initial Project as defined in this Agreement may
not be added to the Initial Project for purposes of this Agree—
ment except by subsequent agreement of the Parties.

SECTION 2. Term of Agreement.

() This Agreement shall take effect upon execution by the

Long-Term Power Sales Agreement-—- Four Dam Pool
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authorized representatives of all Parties. The Parties recognize that
execution by the Cooperative Utilities is subject to written approval
by the Administrator of REA.

(b) The term of this Agreement shall be forty-five (45) years
from the date on which it takes effect.

©) No Party may terminate this Agreement except with the writ—
ten consent of all other Parties.

(d) The Purchasing Utilities may renew this Agreement on the
same terms and conditions as provided herein for any period, but not
to exceed the remaining useful life of the Initial Project as reason—
ably determined by the Authority. There will be no Debt Service Com—
ponent of the Wholesale Power Rate charged by rhe Authority for Power
from the Initial Project under any such renewal of this Agreement. In
the event that any Purchasing Utility elects not to renew this Agree—
ment, the Wholesale Power Rate for those Purchasing Utilities which do
elect to renew this Agreement shall be based on the Power Production
Costs of those Dedicated Facilities for which at least one Purchasing
Utility has elected to renew this Agreement.

SECTION 3. Sale and Purchase of Power.

(a) The Authority agrees to sell to each Purchasing Utility, and
each Purchasing Utility agrees to buy, Electric Power 1in the amount of
each Purchaser®™s Operating Demand.

) Each Purchaser shall pay for such Electric Pov/er on the
basis of its Billing Energy, at rates established in accordance with
Section 5 of this Agreement.

©) Each Party has a direct financial interest in ensuring the
maximum practicable sale of power from the Initial Project under this
Agreement. Therefore, to the extent that energy and capacity avail—
able to a Purchaser from the Initial Project are sufficient to meet
that portion of the Purchaser®s electric power load requirements that
exceeds the capabilityof the Purchaser®s existing hydroelectric re—
sources (as shown on Exhibit C attached hereto) the Purchasershall
not meet that portion of its electric power load requirements or any
part thereof with power generated by-other electric pcwer resources.
This prohibition shall not apply to the extent that (i) the Autho-ity
and at least two of the other Purchasing Utilities consent in writ."ng
to the Purchaser®s use of such other electric power resources, or (i)
the Purchaser 1is required by law to purchase power generated by such
other resource.

(d Any and all sales of Surplus Power as defined herein shall
be subject to the following conditions and procedures:

(i) The Authority shall not sell Surplus Power except to a qual—
ified utility as defined in AS 44.83.425(5). IfT a qualified utility
other than a Purchasing Utility applies to the Authority to purchase
power, the Authority shall notify the Purchasing Utilities of the
application, and afford each Purchasing Utility, ag appropriate, an
opportunity to file a competing application to purchase power.

Long-Term Power Sales Agreement- Four Dam Pool
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In the event that the Authority receives competing or con—
flicting applications for Surplus Power, the Authority
shall give preference and priority to Purchasing Utilities
in the sale of such Power.

(i) The Authority shall not sell Surplus Power ex—
cept with the written consent of the Purchaser or Purchas—
ers at whose Dedicated Facility or Facilities the Surplus
Power would be generated, unless the Authority sells such
Surplus Power under terms and conditions that permit with—
draw .1 of the Power to meet the actual electric power load
requirements of such Purchaser or Purchasers.

(iii) Except with the written consent of the Pur—
chasers, the Authorityeshall not sell Surplus Power on
terms more favorable, or at rates which are lower, than
those which apply to sales of Power to the Purchasers under

this Agreement.

(iv) Revenue from sales of Surplus Power shall be
used only to defray costs of the Initial Project under this
Agreement. Specifically:

(A) A portion of such revenues shall be used to
meet Power Production Costs and thereby to reduce the
costs borne by the Purchasers. Such portion shall not
be less in total dollar amount than the product of the
Surplus Sales (in kilowatthours) multiplied by the
Power Production Cost Component of the Wholesale Power
Rate (in cents per kilowatthour) for the Contract
Year(s) 1in which delivery of the Surplus Power occurs.

() The Authority shall use any remaining Sur—
plus Power sales revenues to meet costs borne by the
Authority under this Agreement, including (if the re—
mainder 1is sufficient for this purpose) the cost of
debt service on loans made to the Authority to finance
the Initial Project.

w) Before agreeing”to make any sale of Surplus Pow-—
er, the Authority shall afford the Purchasers a reasonable
period of time in which to review and comment on the pro-—
posed sale and the proposed terms and conditions of that
sale. The Authority sha”l not unreasonably refuse to im—
plement suggestions for sales conditions, or unreasonably
refuse to honor objections to proposed sales, that it re—
ceives from Purchasers.

(e) This Agreement is not intended toprevent the Purchas—
ing Utilities from receiving the benefit of any legislative act—
ions that permit the Purchasing Utilities to receive power from
the Initial Project on terms more favorable than those set forth

in this Agreement.
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() The payment obligations of the Municipal Utilities
der this Agreement are obligations payable solely out of the
revenues of said Purchasing Utilities®™ Systems and are not gen—
eral obligations of said Purchasers. In the event that any Pur—
chasing Utility fails to perform its payment obligations under
this Agreement, the Authority shall proceed to enforce such ob—
ligations against such Purchasing Utility 1in accordance with the
provisions of Section 8 of this Agreement.

SECTION 4. Continuity Of Service.

(a) The Authority shall at all times, except when prevent—
ed by a cause or event not within the control of the Authority,
make Power continuously available to each Purchasing Utility at
that Utility"s Delivery Point in the amount of that Purchaser”s
Operating Demand, subject to the following limitations:

(1) Interruptions or restrictions of deliveries
caused by the reasonable need of the Authority or a Pur—
chasing Utility to inspect, maintain, repair, test, or
otherwise service its facilities or equipment in accordance
with Prudent Utility Practice and standards shall excuse
the Authority from its obligation to meet that Purchasing
Utility"s Operating Demand to the extent of such interrupt—
ions or restrictions, but such interruptions or restrict—
ions shall be of r asonable duration, and shall, whenever
practicable, be sc. -duled during light load hours or peri—
ods. All parties shall give the others as much notice as
is reasonable and practicable of any planned interruption
or restriction, the reasons therefor, and the probable dur—
ation thereof.

(i) In order to protect facilities and equipment
that might otherwise be damaged when service is restored or
increased following an interruption or substantial restric—
tion, all parties shall notify the others as reasonable, 1in
advance, of an intent to resume or increase deliveries of
or demand for Power from a Dedicated Facility, and the tinme
of such resumption or increase.

(i) This Agreement shall not creak* on the part of
the Purchasing Utilities or the Authority any legal duty to
rMrinfcain continuity of electric power service to any Pur—
chaser* s retail customers.

() All parties shall at all times construct, maintain and
repair their respective facilities and equipment 1in accordance
with Prudent Utility Practice and stamdards 1in order to prevent,
minimize, or correct any failures or partial failures of such
facilities or equipment.

©) All parties shall operate, maintain and use their Uti —
lity Systems and related protective relays to minimize electric
disturbances which may interfere with the System 6f another

Long-Term Power Sales Agreement- Four Dam Pool
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party or any Interconnected System, or which may reduce the
efficiency or increase the cost of operation of any Dedicated

Facility.

(d) The Purchasing Utilities shall bear no risk of unin-—
sured Facility failures, substandard Facility performance, 1in-—
adequacy of the R & R Fund, or failure of any Purchasing Utility
to make payments required by this Agreement. This agreed dis—
tribution of risk shall not excuse any Purchasing Utility"s
failure to perform its obligations under this Agreement, and the
Authority shall enforce such obligations in accordance with the
provisions of Section 8.

(e) IT a Purchasing Utility reasonably determines that
service from its Dedicated Facility is so erratic or unreliable
as to (i) interfere-substantially with the continuous delivery
of electric Power to that Utility"s retail customers, or (ii)
threaten damage to its facilities or equipment, the Purchasing
Utility may, upon notice to the Project Management Committee and
the Authority, refuse to accept Power from its Dedicated Facili—
ty unti.l reliability has been restored to industry standards.

IT such reliability problems are not so resolved within twelve
(12) months after such notice, the Utility may terminate pur—
chases pursuant to this Agreement and may meet its load require—
ments with any resources it deems appropriate, irrespective of

the provisions of Sections 2(c) and 3(c) of this Agreement. The
Authority and the Purchasing Utility may thereafter agree to
resumption of purchases of power. In the event that purchases

are so terminated, the Authority shall hold the remaining Pur—
chasing Utilities harmless from any resulting increase in Whole—
sale Power Rates.

Section 5. Rates and Billing.
(@) Payment obligation and general billing practices.

(1) The payment obligation of each Purchaser in
each Contract Year shall be the product of the Wholesale
Power Rate for that Year (expressed in cents per kilowatt-
hour) multiplied by that Purchaser®s Billing Energy (ex—
pressed in kilowatthours) for that Year, each as finally
determined after the end of that Year.

(i) The Parties recognize that in practice neither
the actual Wholesale Power Rate nor the actual Billing En—
ergy of any Purchaser is capable of final determination for
any Contract Year until after that Year has ended. There —
fore, during each Contract Year each Purchaser will pay, on
a monthly basis, amounts equal to the Purchaser®s Billing
Energy multiplied by the estimated Wholesale Power Rate
then in effect.

(iii) Each Purchaser may offset against and deduct
from its monthly payments all or a portion of the Facility

Long-Term Power Sales Agreement- rour Dam Pool
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Operating Costs the Purchaser has 1incurred wnich are among
the Facility Operating Costs included in and used to com—
pute the Power Production Component of the Wholesale Power
Rate, but all such costs shall be subject to auditand ap-—
proval and to such other procedures as the ProjectManage —
ment Committee may from time to time prescribe.

(iv) The estimated Wholesale Power Rate may include
separately identified surcharges or refunds that are esti—
mated to be sufficient to collect from or to repay to the
Purchasers within twelve months any revenue deficiency or
surplus that results from a difference between (A) the Pur—
chasers® total payment obligations as finally determined
for a prior Contract Year, and (B/ the total amount for
which the Purchasers were actually billed for Power re—
ceived during that prior Year. The final such deficiency
or surplus, which can be determined only after thelast
Contract Year of this Agreement, shall constitute a contin-—
uing obligation to be collected or repaid during a reason—
able period of time following such final Year, the provis—
ions of Section 2(d) of this Agreement notwithstanding.

() The Wholesale Power Rate. The Wholesale Power Rate
for each Contract Year shall be the sum of two components, a
Power Production Cost Component and a Debt Service Component.
The formula for computing the Wholesale Power Rate 1is set forth

in Exhibit E.

(1) The Power Production Cost Component. The Power
Production Cost Component of the Wholesale Power Rate for
each Contract Year shall be the quotient of the total Power
Production Costs for that Contract Year divided by the to-—
tal of the kilowatthours of Billing Energy received by the
Purchasers in that Contract Year plus the kilowatthours of
Surplus Power sales, 1if any, 1in that Contract Year. The
total Power Production Costs for any Contract Year shall be
the sum of the following, 1in dollars:

(A) the Facility Operating Costs in that Con—
tract Year; J-

®) the Joint Costs of the Initial Project in
that Contract Year, which shall include:

) Joint Insurance Costs,

(Il) project7speci$4-C administrative and
general Tosts” (ft the Authority, and

(111) the costs of the Committee; and

© Five hundred thousand dollars ($500,000.00),

Long-Term Power Sales Aqreement- Four Dam Pool
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an amount which the Parties agree uhall be
the Purchasersl fixed contribution (paid 1in
monthly installments) to the R & R Fund in
each Contract Year. IfT the first or last
Contract Year of this Agreement is less than
twelve calendar months 1in duration, the Pur—
chasers®™ contribution to the R & R Fund 1in
such Year shall equal $500,000.00 multiplied
by a fraction, the numerator of which 1is the
number of calendar months 1in such Year and
the denominator of which is twelve.

(i) The Debt Service Component. Subject to the
Reopener provisions of Section 9, the Debt Service Compo—
nent of the Wholesale Power Rate in each Contract Year
shall be the weighted average of the Debt Service Component
for Contracted Forecast Sales and the Debt Service Compon—
ent for Additional Sales set forth in the schedule attached
hereto as Exhibit D. The formula for computing the Debt
Service Component for any given Contract Year is set forth
in Exhibit E.

(©) Estimated Wholesale Power Rates. An estimated Whole—
sale Power Rate, based on estimated Power Production Costs and
estimated Power sales, shall be established for each Contract
Year and used for billing purposes during that Year. Such esti —
mated Rates may include the separately identified surcharges and
refunds described in Section 5(a)(iv) above, including any Add-—
itional Sales Rebate accrued in prior Contract Years.

(@ Mid-Year revision of estimated Wholesale Power Rates.
Estimated Wholesale Pov/er Rates may be revised if necessary dur —
ing a Contract Year, if more recent estimates of costs and sales
indicate that failure to revise the estimated Rates 1is likely to
produce an unacceptably large revenue deficiency or surplus for
that Contract Year. Recognizing that mid-Year revisions of such
Rates may produce (among other problems) 1inequities among Pur—
chasers and among retail consumers because of differing seasonal
load patterns, the Parties agree that such mid-Year revisions
should be made sparingly, that substantial mid-Year revisions
should be avoided, and that surcharges and refunds should apply
for twelve month periods whenever practicable, even though this
may require that such surcharges and refunds span portions of a
Contract Year and the succeeding Contract Year.

(e) Application of revenues by the Project Management Com-
mittee. Each Purchaser in each month shall make payment to the
Project Management Committee 1in the amount of that Purchaser”s
bill for the prior month, net of any costs deducted as specified

in Section 5(a)(iii) above. The Committee shall promptly estab—
lish, and deposit such payments 1in, the Initial Project Revenue
Fund. From that Fund the Committee shall pay or reimburse or

deposit, as appropriate, any remaining Facility Operating Costs,
the R & R Fund contribution of the Purchasers, and the Joint

Long-Term Power Sales Agreement- Four Dam Pool
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Costs of the Initial Project. Thereafter, the Committee shall
pay over to the Authority at least annually any amount remaining
in the Initial Project Revenue Fund, except in the circumstance
described in the final sentence of Section 6(a) below. Amounts
so paid over shall be available to the Authority to meet the
Authority Debt Service Obligation.

™ Statutory requirements. The Wholesale Power Rate
ablished for the Initial Project pursuant to this Agreement 1is,
as required by law, a Rate estimated to produce sufficient rev—
enue to meet the Authority Debt Service Obligation and to pay
the Initial Project"s operation, maintenance, equipment replace—
ment, safety inspection, and investigation costs.

SECTION 6. . Risks and Reserves.

(a) Risks. The Authority®s obligation to bear the risks
set forth in Section 4 (d) above 1is not contingent on the avail —
ability of funds to meet such obligation. The Parties recog—

nize, however, that as a practical matter the interests of the
Authority and of the Purchasers under this Agreement would be
difficult if not impossible to protect if the Authority lacks
immediate or at least prompt access to needed funds. Therefore,
the Authority will take all steps reasonably necessary to obtain
funds from any legally available source, including without lim—
itation the State of Alaska. IT the Authority fails to obtain
promptly the funds needed to meet its Section 4(d) obligations,
the Project Management Committee shall be entitled to provide
all or a portion of the needed funds from the Initial Project
Revenue Fund and to reduce accordingly the amounts paid under
Section 5(e) above to the Authority from such Fund.

)] The R & R Fund.

(1) Promptly after the effective date of this Agree—
ment, the Project Management Committee shall establish the
R & R Fund, which Fund shall have the features described
below.

(i) The R & R Fund shall not be used as a source of
monies to deal with the risks borne by the Authority under
Section 4(d), 1including the risk that facilities and equip—
ment fail prematurely or fail to perform adequately, which
risks are foreseeable but not expected to materialize. In—
stead, the R s« R Fund shall be used as one source of monies
for the routine renewal and replacement of existing facili—
ties and equipment of the Initial Project, including reim—
bursement of the Authority for its Initial Project renewal
and replacement expenditures.

(iii) The R & R Fund shall have the following fea—
tures, and use of monies in the Fund shall be subject to
the following conditions:

Long-Term Power Sales Agreement- Four Dam Pool
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(A) The Fund will be established and held by the
Committee 1in an interest-bearing account 1in
trust for the benefit of the Initial Pro-
iect.

) The monies in the Fund shall consist of the
Purchasers®" contributions under Section
5(b)(i)(C) of this Agreement, any contribu—
tions to the Fund from sources other than
the Purchasers, and interest earned on all
such contributions.

© Proposed expenditures from the Fund shall be
subject to approval by the Committee and
consistent with criteria the Committee shall
adopt.

(D) In order to permit the Fund balance to in-—
crease as rapidly as possible, the Authority
agrees that before expenditures are made
from the Fund the Authority will use for
renewal and replacement purposes, as neces—
sary, all available and previously unexpend—
ed proceeds from the loan used to finance
the Initial Project under AS 44.33.

(B) The Fund and the Purchasers  contributions
shall continue during the term of this Ag-—
reement and any period for which this Agree—
ment is renewed. Thereafter, the Committee
shall pay over to the Authority the unex-—
pended balance of the Fund.

SECTION 7. Project Management Committee; Formation ard Duties.

(a) The Parties hereby establish a Project Management Com—
mittee (the "Committee™) to implement the provisions of this
Agreement. The Committee shall consist of one representative of
each Party. -

(b) Each Party shall notify all other Parties in writing
of its designated representative and of an alternate representa—
tive. Any Party may change its representative or alternate rep—
resentative at any time and shall promptly provide written no—
tice of such change to all other Parties.

©) The Committee shall meet at least quarterly. Written
minutes shall be kept lor all meetings of the Committee.

(d) The Committee shall adopt, by majority approval, pro-—
cedural rules governing the conduct of the Committee®s affairs.
Such rules shall address, among other matters, the periodic se—
lection of Committee officers, procedures for the conduct of

Long-Term Power Sales Agreement--Foux. Dam Pool
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Committee meetings, procedures for dispute resolution, and, to
the extent not otherwise specified in this Agreement, voting
requirements for approval of matters to be decided by the Com-—
mittee.

(e) The following matters shall be determined by the Com—
mittee:

(i) Annual budgets for items comprising the total
Tower Production Cost;

(in) The creation and administration of the R & R
Fund, the Initial Project Revenue Fund, and any other funds
created by the Committee;

(iii) Provision for insurance of Initial Project fa—
cilities, including determination of coverage linmits,
choice of insurers, and disposition of insurance claim pro—
ceeds;

(iv) Procedures and standards for budgeting and bill —
ing;

(v) Auditing standards and procedures;
(vi) Technical, operating, and maintenance standards;

(vii) Calculation of the estimated Wholesale Power
Rate pursuant to Section 5(c) of this Agreement and any
revision of the estimated Wholesale Power Rate pursuant to
Section 5 (d);

(viii) Load estimates as required under this Agree—
ment, or as determined by the Committee to be necessary;

(ix) Determination of standards for capital asset
acquisition and accounting;

x) Standards for. expenditures requiring the agree—
ment of all Parties; and-

(xi) Such other matters as required by this Agreement
or that a majority of the Committee determines appropriate,
provided that the Committee shall have nc authority to
modify or amend the terms or conditions of the Agreement.

°f) Notwithstanding Sections 7(d) and 7(e) of this Agree—
ment, the following matters shall require the concurrence of the
Committee representatives of both the Authority and a majority
of the Purchasers:

(i) Adoption of procedural rules pursuant to Section
7 () of this Agreement;

Long-Term Power Sales Agreement- Four Dam Pool
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(i) Annual budgets for items comprising the total
Power Production Cost;

(ii.t) Minimum levels of insurance on the Initial Pro—
ject facilities; and

(iv) Technical, operation, and maintenance standards
for the Initial Project facilities.

()] The Committee shall provide for the annual audit of
all Power Production Costs, pursuant to procedures and standards
adopted by the Committee.

) The Committee may create special purpose committees as
appropriate, provided that the Committee may not delegate its
decision-making duties to any such special purpose committees.

SECTION 8. Performance Pending Dispute Resolution

(a) After adjudication by the Project Management Committee
or by a body appointed pursuant to rules and procedures adopted
by the Project Management Committee, any Party may file an act—
ion in the superior court of the State of Alaska with respect to
the matter in dispute to obtain a decision resolving such dis—
pute and to obtain any other remedy permitted by law. Unless
the Parties to the dispute determine otherwise, such action
shall be an original action on ine merits 1in which each Party
shall have the right to introduce testimony or other evidence
concerning any such matter in dispute, including without limita—
tion, the result of the adjudication, and each Party shall be
entitled to a full hearing on the matter.

(b) Pending resolution of any dist jted matter, the Parties
shall continue performance of their respective obligations under
this Agreement. The existence of an unresolved dispute shall
not excuse the Authority from delivering power hereunder or ex—
cuse the Purchasing Utilities from making payment for “.ach pow-—
er. Rather, the Parties shall continue to perform while pursu—
ing other remedies, 1including judicial remedies, available to
them under this Agreement.

©) Upon the failure of any Purchaser to make any payment
under this Agreement, the Authority may bring any suit, action,
or proceeding at law or in equity, 1including mandamus, 1injunct—
ion, and actions for specific performance, as may be necessary
or appropriate to enforce that Purchaser®s payment obligation.

(d No remedy conferred upon or reserved the Parties is
intended to be exclusive of any other remedy or remedies avail —
able hereunder or now or hereafter existing at law, 1in equity,
by statute, or otherwise, but each and every such remedv shall
be cumulative and shall be in addition to every other such rem-—

edy.
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SECTION 9. Rate Reopeners.

€)) Fifteen years after the effective date of this Agree—
ment , and at fifteen-year intervals -Lnereafter until expiration
of this Agreement, any Party may initiate renegotiation of the
scheduled Debt Service Component of the Wholesale Power Rate.
Such renegotiation shall be referred to as a "Rate Reopener™.
There shall be two "Reopener Periods", respectively commencing
on the fifteen and thirtieth anniversaries of the effective date
of this Agreement.

() In renegotiating the Debt Service Component, the Par—
ties shall consider:

) the costs, during the Reopener Period, of alter—
native sources of power generation;

(ii) the effect of the Wholesale Power Rate on the
retail power costs of the Purchasing Utilities;

(iii) the long-term benefits to consumers and the com-—
munities of the Purchasing Utilities of stable power costs;

(iv) the affordability of the wholesale power costs;

w) the gradual change 1in payment schedule necessary
to avoid significant rate increases to the consumer;

(vi) the excess capacity of the Initial Project at
the time of the Rate Reopener;

(vii) the effects of increased capacity utilization,
inflation, and alternative energy production costs over the
remaining life of the Initial Project; and

(vili) the extent to which the Authority has been able
to meet its obligations under Section 4 (d) of this Agree—
ment without requiring the Project Management Committee to
take action under Section 6(a) of this Agreement.

Any decreases in the scheduled Debt Service Component shall re—
quire the consent of the Authority, and any increases 1in the
scheduled Debt Service Component shall be limited in accordance
with subsection (L) of this Section.

(c) At least two years prior to each Rate Reopener, each
Purchaser shall submit to the Committee a forecast of its sales
for the remainder of the term of this Agreement. The forecast
shall be developed under standards adopted by the Committee and
approved by the Authority, and shall be accompanied by support-—
ing data and assumptions. IfT the Authority disagrees with any
such forecast, that forecast shall be finally determined by a
nationally recognized expert in electric power demand forecast—
ing designated by the Authority and the Purchasers. The
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forecasts as finally determined shall be incorporated in a re—
vised schedule of Contracted Forecast Sales for the remaindei o
the term of this Agreement, 1in a new Exhibit D to be att ached
hereto. The total kilowatthour sales from the Initial Project
projected for each Reopener Period shall be referred to, re—
spectively, as "First Reopener Period Sales” and "Second Reopen*
er Period Sales™.

(@) The Project Management Committee shall compute the
annual level debt service that would be necessary to amortize
the Capital Component by means of monthly payments at eight per—
cent (8%) interest over a period extending from the date of the
Rate Reopener until the forty-fifth anniversary of the effective
date of this Agreement. That annual payment amount, multiplied
by fifteen (15), shall be referred to as the "Maximum Flat Rev-—
enue Total™ for the appropriate Reopener Period.

(e) The Maximum Flat Revenue Total shall be divided by the
Reopener Period Sales to obtain the "Maximum Computed Debt Ser-
vice Rate"” for a given Reopener Period.

@) The Project Management Committee shall then calculate
the weighted average retail rate (the quotient of total power
sales revenues divided by total kilowatthour sales) of the Pur—
chasing Utilities collectively which would be necessary to meet
the Purchasers®™ <collective revenue requirements if the Maximum
Computed Debt Service Rate were to become the Debt Service Com—
ponent of the Wholesale Power Rate at the time of the Rate Re—
opener. Such average retail rate shall be referred to as the
"Computed Average Retail Rate".

()] The Project Management Committee shall similarly cal—
culate the weighted average retail rate for all electric power
sold by utilities in the State of Alaska, 1including the Pur—
chasers, at the time of the Rate Reopener (hereinafter referred
to as the "Average Statewide Retail Rate™). |If the Computed
Average Retail Rate exceeds the Average Statewide Retail Rate,
then the Committee shall calculate a "Revised Maximum Debt Ser—
vice Component of the Wholesale Power Rate™ designed to produce
a weighted average retail rate fox the Purchasing Utilities
equal to the Average Statewide Retail Rate. If the Computed
Average Retail Rate is less than the Average Statewide Retail
Rate, then the Maximum Computed Debt Service Rate shall become
the Revised Maximum Debt Service Component.

(h) A Revised Maximum Debt Service Rate Schedule shall be
established in which the Debt Service Component of the Wholesale
Power Rate shall be increased 1in equal 1increments over a five
year period until it equals the Revised Maximum Debt Service
Component, after which time it shall not be increased throughout
the remainder of the Reopener Period.

(i) Any 1increases 1in the Debt Service Component of the

Wholesale Power Rate established as a result of the Rate
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Reopener shall not exceed the amounts stated in the Revised Max—
imum Debt Service Rate Schedule.

SECTION 10. Records.

In addition to meter records, the Parties shall keep
log sheets and other records as may be needed for the purposes
of this Agreement to the extent required to comply with FERC
licensing requirements. In keeping books of account, the Par—
ties shall, to the extent that different rules are not prescrib—
ed by this Agreement, federal and state laws, follow the system
of accounts prescribed for public utilities and licensees by the
Federal Energy Regulatory Commission, except that if and so long
as a Purchasing Utility is a borrower from REP. then it shall
follow the system of accounts prescribed by REA for its electric
borrowers.

SECTION 11. Inspection of Facilities.

For purposes of this Agreement, each Party may, but
shall not be obligated to, inspect any otner party"s facilities
at any time, but such inspection or failure to inspect shall not
render the inspecting Party, 1its officers, agents or employees,
liable or responsible for any injury, 1loss, damage, or accident
resulting from defects 1in such facilities.

SECTION 12. Covenants to Maintain Integrity of Agreement.

(@) The Cooperative Utilities shall affirmatively and
promptly pursue all administrative and judicial remedies necess—
ary to secure Alaska Public Utility Commission approval of re—
tail rates required to meet the terms of this Agreement where
Commission approval is required.

) The Purchasing Utilities shall take all necessary
steps to comply with applicable federal and state laws and regu—
lations, licenses and permits relating to the use and operation
of the Purchasing Utilities® _Systems.

(©) Each Purchasing Utility agrees to continue to operate
its electric utility properties for the term of this Agreement
and renewal thereof in a sound and businesslike manner to pro—
vide electric services within its service area. Each Purchaser
agrees to make 1its retail electric rates in accordance with gen—
erally accepted accounting principles, applicable regulatory
requirements, and customary utility practice.

(d) Each Purchasing Utility covenants and agrees that it
will establish, maintain, and collect rates or charges for Power
and other services, facilities, and commodities sold, furnished,
or supplied by it through any of its electric properties which
shall be adequate to provide revenues sufficient to enable such
Purchasing Utility to make the payments required under this

Long-Term Power Sales Agreement- Four Dam Pool
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Agreement and to pay all other charges and obligations payable
from or constituting a charge against or lien on such revenues.

(e) The Parties shall take all necessary steps within
the? r control to comply with applicable federal and state laws,
regulations, licenses and permits relating to the use and opera-—
tion of the Dedicated Facilities, and without Ilimitation, to
comply with the terms of the Federal Energy Regulatory Commiss—
ion licenses applicable to said Facilities. The Authority shall
take all necessary steps to cause the Federal Energy Regulatory
Commission license to be renewed, if necessary, so that it is 1in
effect during the term of this Agreement or any extension there—
of.

@) This Agreement shall supersede and replace any power
sales agreement currently in effect between any Purchasing Util —
ity and the Authority and any reference to a power sales agree—
ment in agreements currently in effect between the Parties here—
to shall.refer to this Agreement except where the context clear—
ly requires otherwise.

SECTION 13. Assignment.

(a) This Agreement shall inure to the benefit of, and
shall be binding upon the respective successors and assigns of
the Parties to this Agreement; provided, however, that (i) nei—
ther this Agreement nor any interest harein shall be transferred
or assigned by a Purchasing Utility to any other person unless
prior consent of the Project Management Committee, which shall
not be unreasonably withheld, has been obtained and the assignee
or successor 1in interest complies with the statutory require—
ments for a purchaser of power under applicable statutes, and
(ii) although the Authority may assign its rights under this
Agreement to another party, the Authority, may not assign its
obligations under this Agreement to any party other than a party
authorized and able to perform those obligations. Notwithstand —
ing the provisions of clause (i) of the preceding sentence, the
Cooperative Utilities may assign this Agreement, together with
all of their rights and obligations thereunder, (i) to or in
trust for any secured lender(s) trf the Cooperative Utilities
acceptable to REA, including without Ilimitation, REA, for the
purpose of securing obligations for borrowed money, or (ii) pur —
suant to the exercise by any secured lender(s) of the Coopera—
tive Utilities of any of the rights, powers, or privileges pro—
vided for by the mortgages or other security instruments of the
Cooperative Utilities for borrowed money; provided, that if any
of the secured lender(s) of the Cooperative Utilities exerci es
any of the rights, powers, or privileges of said mortgages or
other security instruments with respect to this Agreement, then
and only then shall said secured lender(s) of the Cooperative
Utilities assume the payment obligations and rights to purchase
power of said Cooperative Utilities as provided for 1in this Ag—
reement; provided further, that in the event any such secured
lender exercises any of its rights, powers, or privileges under

Long-Term Power Sales Agreement- Four Dam Pool
Page 16



IHWW-TA

T*"* n <>

said mortgages or other security agreements with respect to this
Agreement, such secured lender may thereafter assign this Agree —
ment, together with all the rights and obligations thereunder,

to a third party authorized and able to perform the obligations
and duties under this Agreement, which third party shall assume,
all the rights and obligations under this Agreement; and such
assicrnment and assumption shall release such secured lender from
any urther Jliability, obligations, or duties under this Agree —
ment.

(b) The Purchasers agree that for the purpose of increas—
ing the security the Authority is able to offer to purchasers of
bonds, notes, or other evidences of indebtedness used to finance
future projects of the Authority, the Authority may assign to
such purchasers, to other future lenders, or to other third par—
ties acting as trustees for such purchasers or future lenders,
by subordination or otherwise, 1its rights to receive payments
under this Agreement..

SECTION 14. Notices and Computation of Time.

Any notice required by this Agreement to be given to any
Party shall be effective when it is received by such Party.
Whenever this Agreement calls for notice to (unless otherwise
specifically provided) or notification by any Party, the same
shall be in writing directed to the Authority"s executive di—
rector or an official designated by the Purchaser.

SECTION 15. Availability of Information.

To the extent required for any calculation or determination
to be made pursuant to this Agreement, the Parties shall make
available to each other, for inspection and copying during busi —
ness hours, all books, records, plans and other information re—
lating to or supporting such calculation or determination.

SECTION 16. Waiver Not Continuing.

Any waiver at any time by any Party to thi.j Agreement of
its rights with respect to any default of any other Party here—
to, or with respect to any other matter arising in connection
with this Agreement, shall not be considered a waiver with re—
spect to any subsequent default, right or matter.

SECTION 17. Section Headings.

The section headings in this Agreement are for convenience
only, and do not purport to and shall not be deemed to define,
limit or extend the scope or intent of the section to which they

pertain.

SECTION 18. Multiple Copies.

This Agreement shall be executed in several counterparts,
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each of which shall be an original, but all of which shall con—
stitute one and the same instrument.

SECTION 19. Severability.

(a) If any section, paragraph, clause, or provision of
this Agreement or any agreement referred to in this Agreement
shall be finally adjudicated by a court of competent jJurisdict—
ion to be invalid or unenforceable, the remainder of this Agree—
ment shall be unaffected by such adjudication and all the re—
maining provisions of this Agreement shall remain in full force
and effect as if such section, paragraph, clause, or provision
or any part thereof so adjudicated to be invalid had not been
included herein, unless such invalidity or unenforceability ma—
terially impairs the benefit of the remainder of this Agreement,

(b) If any section, paragraph, clause, or provision of
this Agreement of any agreement referred to in this Agreement
shall be finally adjudicated by a court of competent jurisdict—
ion to be invalid or unenforceable, then and in such event the
Parties agree that they shal? exercise their best efforts to
correct such invalidation and substitute appropriat.e agreements
and contractual arrangements to achieve the intent of this Ag—
reement.

SECTION 20. Definitions.

(a) "Additional Sales"” means any kilowatthours sold to the
Purchasers from the Initial Project in excess of Contracted
Forecast Sales as set forth in Exhibit D. Such Contracted Fore—

cast Sales are subject to revision at fifteen year intervals as
provided in Section 9 of this Agreement.

(b) "Additional Sales Rebate™ means a discount, refund, or
credit of one cent per kilowatthour applicable to the Debt Serv-—
ice Component of the Wholesale Power Rate for all Additional
Sales and shared among the Purchasers pro rata on the basis of
Billing Energy.

() "Agreement"” means this--Long-Term Power Salas Agree—
ment.

(@) "Authority” or means the Alaska Power Authority.

(e) "Authority Debt Service Obligation” means the payment

obligations of the Authority under one or more agreements for
loans from the Power Development Revolving Loan Fund used to
finance the Initial Project and payable 1in accordance with terms
established pursuant to AS 44.33.600-630.

@) "Billing Energy"” means the amount of electric energy,
measured in kilowatthours, actually delivered to and taken by a
Purchaser from the Initial Project in accordance with Sections 3
and 4 of this Agreement, on the basis of which that Purchaser®s
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payment obligations are computed in accordance with Sections 3
and 5 of this Agreement.

()] "Capital Component®b means, for purposes of this Agree—
ment, $192,000,000.00, except that for purposes of Section 9
such Capital Component shall be adjusted in the following man—
ner:

(i) IT the Authority or the State of Alaska recovers
any amount from engineers, contractors, or others (net of
any amount which such engineers, contractors, or others
recover from the Authority or the State of Alaska) in dis—
putes concerning the design or construction of any Dedicat—
ed Facility, the $192,000,000.00 Capital Component shall be
reduced for purposes of Section 9 by an amount equal to
that percentage of the recovery amount which equals the
percentage of debt financing used in the design and con—
struction of the Initial Project.

(i) Any reduction in the Capital Component pursuant
to paragraph (i) above shall, however, be offset for pur—
poses of Section 9 by the amount, if any, by which the
Authority®s unreimbursed expenditures for renewal and re—
placement of facilities and equipment of the Initial 1 ‘o-
ject exceeds the total of the funds available to the Auth-—
ority for such purposes fr~m the R & R Fund and from the
specific loan proceeds referenced in Section 6(b) (ii1) (D)
of this Agreement.

h) "Committee”™ means the Project Management Committee.

(1) "Contract Year™ means, except for the first and last
Contract Years, the twelve-month period used for budgeting and
ratemaking purposes. The second through forty-fourth Contract
Years shall each start on July 1 and shall end on June 30 of the
next calendar year. The first Contract Year shall be that port-—
ion of the 12-month period between the effective date of this
Agreement and the following June 30. The last Contract Year
shall be that portion of the.l12-month period between the end of
the last full (i.e., 12 month! Contract Year and the expiration

of this Agreement.

a) "Contracted Forecast Sales"™ means the agreed forecast
of sales from the Initial Project as set forth in the schedule
in Exhibit D, which forecast is subject to revision at fifteen
year intervals as provided in Section 9 of this Agreement.

(9] "Cooperative Utilities™ means Copper Valley and Kodi—
ak.

D) "Debt Service Component of the Wholesale Power Rate"
means the weighted average of the debt service components set
forth in Exhibit D for Contracted Forecast Sales and for
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Additional Sales, subject to the Rate Reopener provisions of
Section 9.

m "Dedicated Facility” means, for each Purchaser, that
power generation facility which is included in the Initial Pro>-
ject and which, at the time of this Agreement, 1is dedicated to
the service of that Purchaser®s electric power load require—
ments. For purposes of this Agreement, the Dedicated Facilities
are as follows:

(1) The Swan Lake Hydroelectric facility shall be
referred to as the Dedicated Fac lity of Ketchikan;

(i) The Lake Tyee Hydroelectric facility shall be
referred to as the Dedicated Facility of the Intercon—
nected Utilities;

(iii) The Solomon Gulch Hydroelectric facility shall
be referred to as the Dedicated Facility of Copper
Valley; and

(iv) The Terror Lake Hydroelectric facility shall be
referred to as the Dedicated Facility of Kodiak.

) "Delivery Point" means the point or points designated
in Exhibit A attached hereto and made a part hereof where

(1) electric power may actually be metered, or, if
no meter exists at that point, the equivalent point adjust—
ed mathematically for line losses from the nearest point of
such actual metering; and

(ii) delivery normally occurs.

(0) "Facility Operator™ means a qualified public utility
or electric operating entity with responsibility for operating
and maintaining a Dedicated Facility pursuant to this Agreement
or a separate operating agreement.

® "Facility Operating-Cost”™ means a cost actually and
allowably incurred under the provisions of this Agreement 1in
operating and maintaining a Dedicated Facility or Facilities.

(@ "Initial Project™ or "Project"” means, collectively,
the Terror Lake, Solomon Gulch, Lake Tyee and Swan Lake Hydro—
electric facilities as described in Exhibit B attached hereto
and made a part hereof, together with associated equipment and
facilities owned by the Authority that are used or useful for
the delivery of electric power from the Project to a Purchaser.

(r) "Initial Project Revenue Fund"” means a trust fund est—
ablished and administered by the Project Management Committee
pursuant to Section 5(e) of this Agreement, on behalf of the
Purchasers as owners of the monies in the Fund.
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(s) "Interconnected System” means a Purchasing Utility"s
System, the Dedicated Facility of that Purchasing Utility, and
any other system for the generation, transmission or distribut—
ion of electric power which 1is physically interconnected with
the Purchasing Utility"s System or its Dedicated Facility.

) "Interconnected Utilities” means Wrangell and Peters—
burg.

() "Joint Costs of the Initial Project™ means those costs
identified in Section 5(b)(i)(B) of this Agreement.

) "Joint Insurance Costs™ means the Initial Project
surance costs collectively incurred in accordance with the pro—
visions of this Agreement.

w) "Municipal Utilities"” means Ketchikan, Petersburg, and
Wrangell.
x) "Operating Demand™ means a Purchaser®s instantaneous

demand for Electric Power (capacity and energy) from its Dedi—
cated Facility at any and all times during the term of this Ag—
reement.

W) "Party" or "Parties" are terms that refer to parties
named in Section 1(a) of this Agreement.

(2) "Power"” or "Electric Power"™ means electric energy or
electric capacity, or both, except where the context requires a
distinction, in which case electric energy 1is expressed as such
or in kilowatthours, and electric capacity is expressed as such
or in kilowatts.

(aa) "Power Production Cost"” means those costs of the Ini—
tial Project set forth in Section 5 (b)(i) of this Agreement.

(bb) "Project Management Committee™ means the committee
established pursuant to Section 7 of this Agreement.

(cc) "Prudent Utility Practice”™ means, at any particular
time, any of the practices, methods, and acts which, 1in the ex—
ercise of reasonable judgment in light of the facts known at the
time, would have been expected to accomplish the desired result
at the lowest reasonable cost consistent with reliability, safe—
ty, and expedition, including but not limited to the practices,
methods, and acts engaged in or approved by a significant port—
ion of the electric utility industry prior thereto. In applying
the standard of Prudent Utility Practice to any matter under
this Agreement, equitable consideration should be given to the
circumstances, requirements, and obligations or each of the Pur—
chasing Utilities, and the fact that the Purchasing Utilitic*"
are cooperative corporations, public corporations, or political
subdivisions of the State of Alaska. It is recognized that Pru—
dent Utility Practice is not intended to be limited to the
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optimum practices, methods, or acts to the exclusion of all
others, but rather 1is a spectrum of possible practices, methods,
or acts which could have been expected to accomplish the desired
result at the lowest reasonable cost consistent with

reliability, safety, and expedition. nrudent Utility Practice
includes due regard for manufacturers®™ warranties and the
requirements of governmental agencies of competent jurisdiction
and shall apply not only to functional parts of the Initial
Project, but also to appropriate structures, landscaping,
painting, signs, lighting, and other facilities.

(dd) "Purchaser™ or "Purchasing Utility" means Ketchikan,
Wrangell, Petersburg, Copper Valley, or Kodiak, or any of them.

(ee) "Purchasing Utility"s System” means a Purchaser®s pub—
lic utility system for the generation, transmission and distri—
bution of electric power.
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(ff) "REA" means the Rural Electrification Administration,
an agency of the United States Department of Agriculture.

(99) "R £ R Fund"” means the fund established pursuant to
Section 6(b) of this Agreement, on behalf of the Purchasers as
owners of the monies in the Fund, for renewals and replacements
of facilities and equipment of the Initial Project.

(hh) "Surplus Power™ means Power from the Initial Project
other than power sold to a Purchasing Utility from that Purchas—
ing Utility"s Dedicated Facility.

(ii) "Wholesale Power Rate™ means the rate, expressed
cents per kilowatthour, charged by the Authority to the Purchas—
ers for Billing Energy, computed for each Contract Year in ac—
cordance with the provisions of this Agreement.

SECTION 21. Exhibits.

The following exhibits attached hereto are incorporated by
reference herein:

Exhibit A, Delivery Points and Single Line Diagrams
Exhibit B, Description of the Initial Project
Exhibit C, Description of Each Purchaser®s Existing

Hydroelectric Resources

Exhibit D, Agreed Schedule of Forecast Sales and Debt
Service Component of Wholesale Power Rates

Exhibit E, Rate Formulas

IN WITNESS WHEREOF, the Parties have caused this
Agreement to be executed, each on the date written below.

CITY OF KETCHIKAN

Title PT7/9-Z<$N
Date IE) ~ 7 — TS
[SEAL]

ATTEST

Z&ti .
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[SEAL]

ATTEST

[SEAL]

CITY OF WRANGELL

n_:‘

Title William B. Privett, Mayor

Date

CITY OF PETERSBURG

By — N s
Title

Date [T IS&

ATTEST:

[SEAL]

ATTEST

Long-Tcnr.
Page 24

COPPER VALLEY ELECTRIC ASSOCIATION,

Title President

By A
David L. Highers™
Title General Manager

Date /d -/A
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KODIAK ELECTRIC ASSOCIATION, [INC.

Title President, Board of Directors

Date October 14, 1985

[SEAL]

ATTEST

Marion H. Soule, Secretary-Treasurer

stjcvs nnrjPD srwunoTmv

APPROVED:

ly General
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EXHI3IT A

Delivery Points and Single Line Diagrams

The Delivery Points shown in this Exhibit may be changed,
and additional Delivery Points may be added, by agreement
between the Authority and individual Purchasing Utilities.
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AND  SINGLE-LINE DIAGRAM

POINTS

DELIVERY

| MEALS SUDSVATROM
TURBINE NO. 1 25 KV DUS

DELIVERY POINTS:

REVENUE LOCATIONS:

POWER

VMmTw w ljffn*ll %< TR
SOLOMON GULCH PROJECT

) R25-T1 R25-E1
PUMP 12 SUBSTATION PUMP 11SUBSTATION
25KV BUS I 25KV BUS

IS DELIVERED ON THE CVEA SIDE OF THE FOLLOWING 25KV RECLOSERS

, R25-T1, R25-T2, R25-El, R25-E2.

Positions

FOR POWER DELIVERED TO CVEA, REVENUE METERING IS
In, H6, and mio.



DIAGRAIA4

SINGLE-LINE

AND

POINTS

DELIVERY

TERROR LAKE PROJECT

TURBINE NO. 1

DELIVERY POINTS; ALL POWER IS DELIVERED ON THE KEA SIDE OF THE FOLLOWING LOCATIONS-
1). 13 KV SIDE OF THE PORT LIONS SUBSTATION SWITCH.
2) THE 138 KV TERMINALS OF THE AIRPORT SUBSTATION TRANSFORMER

3) THE SWAMPY ACRES SUBSTATION 67 KV AND 12 KV OIL CIRCUIT RECLOSERS
AND BREAKERS.

REVENUE METER LOCATIONS: FOR POWER DELIVERED TO KEA, REVENUE METERING 1S LOCATED AT
POSTTIONS M30, M31, AND M 32.
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EXHIBIT B

Description of the Initial Project
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Description of Swan Lake Hydroelectric Project

The Swan Lake Hydroelectric Project located in the
vicinity of Ketchikan, Alaska consists primarily of:

(1) ALl lands constituting the project area and
enclosed by the project boundary, to the extent of the Author —
ity"s interests in those lands as generally described by exhibits
to the application for the FERC license;

(2) Project works consisting of: (a) a concrete arch
dam, 174 feet high and 430 feet long at its crest, located
approximately 3/74 mile downstream from the mouth of the original
Swan Lake and having an uncontrolled ogee spillway section, 100
feet long, with a crest elevation of 330 feet; (b) Swan Lake
Reservoir, with a surface of 1,500 acres at normal maximum
reservoir elevation and usable storage capacity of 80,000 acre-
feet between elevations 330 and 271.5 feet; (c) a power tunnel,
2,200 feet long and 11 feet in diameter, leading from intake
structure at the north abutment upstream of the dam to the power —
house where it divides into two steel-lined penstocks, 5.5 feet
in diameter; (d) an indoor-type, remotely controlled, concrete
powerhouse containing two generating uniis with a total rated
capacity of 22,000 kw and located at Carroll Inlet immediately
north of the mouth of Falls Creek and also contining the
Authority®s one-half interest in the SCADA system; (e) a
13.8/115-kv substation to the extent of the Authority®"s interest
therein located adjacent to the powerhouse; and (f) access facil —
ities comprised of port facilities 1,000 feet north of the power —
house, a staging area adjacent to the port facilities, and access
roads from the port facilities to the powerhouse and dam;

(3) A 115-kv transmission line extending from the
powerhouse substation 30.5 miles to the existing S.W. Bailey Sub—
station; and

(4) All equipment, apparatus, structures and appurte—
nances, and property or interests therein necessary or desirable
for the operation of the foregoing all as specified in plans and
specifications therefor now on file with the Authority.
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Description of Lake Tvee Hydroelectric Project

The Lake Tyee Hydroelectric Project located approxi —
mately 40 miles east-southeast of Wrangell, Alaska, consists
primarily of the following facilities: all lands constituting the
project area and enclosed by the project boundary, to ""die extent
of the Authority®"s interests in those lands as generally describ—
ed by exhibits to the application for the FERC license, a tunnel
from the Lake, a powerhouse on the south side of the Bradfield
River Valley and a switchplant adjacent to the powerhouse, and a
138-kv transmission system, approximately 81 miles long to the
Cities of Wrangell and Petersburg, together with all equipment,
apparatus, structures and appurtenances, and property or inter —
ests- therein necessary or desirable for the operation of the
foregoing, all as specified in plans and specifications therefor
now on file with the Authority.



Description of Solomon Gulch Hydroelectric Project

The Solomon Gulch Hydroelectric Project consists
primarily of the following facilities: all lands constituting
the project area and enclosed by the project boundary, to the
extent of the Authority®s 1interests in those lands as generally
described by exhibits to the application for the FERC license, a
hydroelectric generating plant with associated dam, reservoir,
dike, spillway and penstocks located approximately 4 miles south
of Valdez, Alaska; approximately 5.50 miles of 14.4/24.9 KV new
transmission and feeder lines; approximately 105.9 miles of 138
KV transmission line connecting the Valdez and Copper River Basin
service districts of Copper Valley Electric Association, Inc.;
three substations; system control and data acquisition facilities;
and associated access roads, together with all equipment, apparatus,
structures and appurtenances, and property or interests therein
necessary or desirable for the operation of the foregoing, all as
specified in plans and specifications therefor now on file with
the Authority.
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Description of Solomon Gulch Hydroelectric Project

The Solomon Gulch Hydroelectric Project consists pri-
marilytif the following facilities: all lands constituting the
project ahea and enclosed by the project boundary, to the extent
of the Authority"s interests in those lands as generally describ—
ed by exhibits rs”the application for the FERC license, a hydro—
electric generatingvPlant with associated dam, reservoir, dike,
spillway and penstockb”located approximately 4 miles south of
Valdez, Alaska; approximately 1.75 miles of 14.4/24.9 KV new
transmission and feeder 1inC”: approximately a 105.9 miles of 138
kv transmission line connecting”the Valdez and Copper River Basin
service districts of Copper ValleyvElectric Association, Inc. ;
three substations; system control ariclLdata acquisition facil —
ities; and associated access roads, together with all equipment,
apparatus, structures and appurtenances, and property or inter —
ests therein necessary or desirable for the operation of the
foregoing, all as specified in plans and specifications therefor
now on file with the Authority.



Description of Terror Lake Hydroelectric Project

The Terror Lake Hydroelectric Project located on Kodiak
Island approximately 25 miles southwest of the City of Kodiak,
Alaska, consists primarily of the following facilities: all lands
constituting the project area and enclosed by the project bound —
ary, to the extent of the Authority®"s interests in those lands as
generally described by exhibits to the application for the FERC
license, a compacted-rockfill, concrete faced dam having a
structural height of approximately 193 feet; a power tunnel
approximately 26,300 feet in length from the dam site to the
slopes of the Kizhuyak Valley; an inclined steel penstock approx-
iraately 3,100 feet 1in length, a powerhouse locat*ed in the
Kizhuyak Valley consisting of two vertical-axis, 15,000-hp
Pelton-type impulse turbines, each connected to a 10 MW genera—
tor; and an 18 mile long 138-kv transmission line from said
powerhouse to the City of Kodiak together with related dock
facilities at Kizhuyak Bay and all equipment, apparatus, struc-—
tures and appurtenances, and property or interests therein neces—
sary or desirable for the operation of the foregoing, all as
specified in plans and specifications therefor now on file with
the Authority.
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Description of Each Purchaser®"s Existing Hydroelectric Resources

Purchaser Existing Hydroelectric Resources

Ketchikan 1) Beaver Falls/Silvas Lake (FERC Proj. No. 1922)
2) Ketchikan Lakes Project (FERC Proj. No. 420)

Wrangell None

Petersburg Crystal Lake Hydroelectric Project (the Blind
Slough Project) (FERC Proj. No. 201)

Copper
Valley None
Kodiak None

eLong-Term Power Sales Agreement- Four Dam Pool
Exhibit C--Page 1
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Debt Service Component of ...uiesale Power Rates
DEBT DE3T
SERVICE COMPONENT SERVICE COMPONENT
CONTRACTED FORECAST FOR FORECAST SALES FOR add:
YEAR™* SALES (MWH) (CENTS/KWH) SALES (CE1
Ju | 15ifs’
ftru 3t? 86 181,496 2.6 1.6
1987 191,437 2.8 1.8
1988 199,181 3.2 2.2
1989 206,042 3.5 2.5
1990 212,994 4.0 3.0
1991 219,067 4.0 3.0
1992 226,907 4.0 3.0
1993 236,183 4.0 3.0
1994 245,893 4.0 3.0
1995 255,439 4.0 3.0
1996 260,533 4.0 3.0
1997 265,897 4.0 3.0
1998 271,482 4.0 3.0
1999 277,343 4.0 3.0
2000 283,488 4.0 3.0
2001 288,220 4.0 3.0
2002 290,043 4.0 3.0
2003 291,926 4.0 3.0
2004 293,889 4.0 3.0
2005 295,935 4.0 3.0
2006 298,067 4.0 3.0
2007 300,290 4.0 3.0
2008 302,608 4.0 3.0
2009 305,023 4.0 3.0
2010 307,541 4.0 3.0
2011 310,165 “ 4.0 3.0
2012 312,901 4.0 3.0
2013 315,753 4.0 3.0
2014 318,725 4.0 3.0
2015 321,824 4.0 3.0
2016 325,053 4.0 3.0
2017 328,420 4.0 3.0
2018 331,929 4.0 3.0
2019 335,587 4.0 3.0
2020 339,400 4.0 3.0
2021 343,375 4.0 3.0
2022 347,518 4.0 3.0
2023 351,836 4.0 3.0
2024 356,338 4.0 3.0

mlong-Term Power Sales Agreement- Four Dam Pool
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DEBT DEBT
SERVICE COMPONENT  SERVICE COMPONENT
CONTRACTED FORECAST FOR FORECAST -SALES FOR ADDITIONAL

YEAR ~ SALES  (MWH) (CENTS/KWH) SALES (CENTS/KWH)
2025 361,030 4.0 3.0
2026 365,921 4.0 3.0
2027 371,019 4.0 3.0
2028 376,334 4.0 3.0
2029 378,607 4.0 3.0
2030 378,607 4.0 3.0
2031 378,607 4.0 3.0

* Contract Years end on June 30 of the Years shown (except the final
Contract Year, which ends on the 45th anniversary of the"effective
date of the Agreement). The Contracted Forecast Sales set fortn 1in
this schedule for the first and last Contract Years shall be prorated
based upon the duration of those Contract Years:

JLon”-Term Power Sales Agreement- Four Dam Pool
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EXHIBIT E
Rate Formulas
A Wholesale Power Rate for a given Contract Year

The formula for computing the Wholesale Power Rate for any
given Contract Year shall be:

R = P/E + D
Where:
R = The Wholesale Power Rate, expressed in cents per
kilowatthour;
P = The total Power Production Cost for that Contract
Year, expressed in dollars;
E = The total kilowatthours of Billing Energy sold to
the Purchasers plus Surplus Power sold in that
Contract Year; and
D = The Debt Service Component of the Wholesale Power
Rate for that Contract Year, expressed 1in cents
per kilowatthour.
B. The Debt Service Component of the Wholesale Power Rate

Subject to the Rata Reopener provisions of Section 9, the
formula for computing the Debt Service Component of the Whole—
sale Power Rate for any given Contract Year in which actual
Billing Energy exceeds Contracted Forecast Sales shall be:

D = ® x Ef) + ((O - 1) x (E - ET))
Where:

D = The Debt Service -Component of the Wholesale Power
Rate,

D = The Debt Service Component for Contracted Fore-

g cast Sales (expressed in cents per kilowatthour)
for that Contract Year, as sat forth in Exhibit
D!

EN = Contracted Forecast Sales in kilowatthours for

that Contract Year as set forth in Exhibit D, and

E = The total kilowatthours of Billing Energy sold to
the Purchasers in the Contract Year.

Long-Term Power Sales Agreement- Four Dam Pool
Exhibit E- Page 1



C. Sequential steps in the Rate Reopener process

1. Develop a total sales forecast for the Reopener Period
in accordance with Section 9(c) of this Agreement, and set forth
that forecast in anew ExhibitD.

2. Calculate the Maximum Computed Debt Service Rate for
the Reopener Period in accordance with Sections 9 (d) and (e) of
this Agreement. This calculation is represented by the fol-—

lowing formula:

Average EfT

Where:
D = The Maximum Computed Debt Service Rate, expressed
m in cents per kilowatthour;
C = Capital Component,- as defined in Section 20(g) of
this Agreement, expressed in dollars;
CR = The capital recovery factor for the Reopener
p Period, calculated in accordance with Section
9(d) of this Agreement, namely 0.088052 for the
first Reopener Period and 0.114678 for the second
Reopender Period (derived by using 8%/12 months
as the interest rate per month, and 360 months
and 180 months as tha number of months 1in the re—
spective Reopener Periods); and
Average E. = One-fifteenth of the sum of Contracted Forecast

Sales for the Reopener Period as set forth in the
new Exhibit D;

3. Calculate the Computed Average Retail Rate of the Pur—
chasers in accordance with Section 9(f) of this Agreement by
substituting, as provided in that-Section, the Maximum Computed
Debt Service Rate for the then-existing Debt Service Component
of the Wholesale Power Rate, projecting an average retail rate
that would be required as a result of such substitution.

4. Estimate the Average Statewide Retail Rate 1in accord-—
ance with Section 9(g) of this Agreement.

5. Select a Revised Maximum Debt Service Component of the
Wholesale Power Rate, in accordance with Section 9(g) of this
Agreement, after comparing the Computed Average and the Average
Statewide Retail Rates.

6. Draw up a schedule in accordance with Section 9(h) of
this Agreement, showing the maximum Debt Service Component of
the Wholesale Power Rate for each year of the Reopener Period.

Long-Term Power Sales Agreement- Four Dam Pool
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This schedule 1is referred to in Section 9 (g) as the Revised
Maximum Debt Service Rate Schedule.

7. Negotiate increases or decreases 1in the Debt Service
Component of the Wholesale Power Rate, based on the considera—
tions listed in Section 9(b) of this Agreement.

8. Finally, express the agreed 1increases or decreases 1in
the new Exhibit D, or, 1in the absence of such agreement, the
Authority may 1impose and may 1incorporate in the new Exhibit D
increases that do not exceed 1in any year the amounts shown 1in
the Revised Maximum Debt Service Rate Schedule.

Long-Term Power Sales Agreement- Four Dam Pool
Exhibit E- Page 3
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BRADLEY LAKE HYDROELECTRIC PROJECT

AGREEMENT FOR THE SALE AND PURCHASE OF ELECTRIC POWER

("POWER SALES AGREEMENT™)

by and among

THE ALASKA POWER AUTHORITY,
An Agency Of The State Of Alaska,
("Seller™) ,

and

The CHUGACH ELECTRIC ASSOCIATION, [INC.,
The GOLDEN VALLEY ELECTRIC ASSOCIATION, INC.,
The MUNICIPALITY OF ANCHORAGE i/b/a MUNICIPAL LIGHT AND POWER,
The CITY OF SEWARD d/b/a SEWARD ELECTRIC SYSTEM,
and
The ALASKA ELECTRIC GENERATION & TRANSMISSION COOPERATIVE, INC,
("Purchasers™")

and

The HOMER ELECTRIC ASSOCIATION, INC.,
and
The MATANUSKA ELECTRIC ASSOCIATION, [INC.,
(Additional Parties)
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POWER SALES AGREEMENT

THIS AGREEMENT dated as of December 8, 1987, is
entered 1into by and among the ALASKA POWER AUTHORITY (the
"Authority™) and the CHUGACH ELECTRIC ASSOCIATION, INC., the
GOLDEN VALLEY ELECTRIC ASSOCIATION, INC., the MUNICIPALITY OF
ANCHORAGE d/b/a MUNICIPAL LIGHT AND POWER, the CITY OF SEWARD
d/b/a SEWARD ELECTRIC SYSTEM, and the ALASKA ELECTRIC GENERA—
TION & TRANSMISSION COOPERATIVE, |INC. (individually a "Purchas—
er,” and collectively the "Purchasers™), and the HOMER ELECTRIC
ASSOCIATION, INC., and the MATANUSKA ELECTRIC ASSOCIATION, INC.
(as additional Parties with some, but not all, of the rights
and responsibilities of Purchasers).

WI1TNESSETH

The Authority recites, agrees, represents and cove—
nants as follows:

¢)) The Authority 1is a public corporation of the
State of Alaska duly created, organized and existing pursuant
to AS 44.83;

) The Authority i~ authorized, and has taken all
steps necessary pursuant to the Constitution and Jlaws of the
State of Alaska and the regulations and by-laws of the Authori—
ty, to enter into this Agreement and to comply fully with the
terms hereof;

€) The Authority desires to fulfill 1its legisla—
tively established duty of providing residents of the State of
Alaska with long-term, stable, and economic sources of power
and an adequate, economic, and vreliable long-term supply of
power; and

4) The Authority®s execution and performance of
this Agreement will not conflict with, violate, or constitute
an event of default under any other resolution, contract, ag-—
reement, bond, note, mortgage, or other obligation of the Auth—
ority, or with respect to any order, ruling, or decree of any
court or regulatory agency to which the Authority is subject at
the time the Authority executes this Agreement.

Each Cooperative Purchaser (as hereinafter defined)
and the Homer Electric Association, 1Inc. ("HEA") and the Mata-
nuska Electric Assocation, 1Inc. ("MEA") recites, agrees, repre—
sents and covenants as follows:

€D The Purchaser is a duly organized and constitut-
ed electric cooperative under the laws of the State of Alaska
and 1is currently a borrower from the Rural Electrification Ad-—
ministration, United States Department of Agriculture, under
the Rural Electrification Act of 1936 (7 U.S.C. & .901 et seq.) ;

BRADLEY LAKE PROJECT POWER SALES AGREEMENT Page 1



2 The Purchaser 1is authorized, and has taken all
steps necessary pursuant to its articles of incorporation and
by-laws and applicable laws and regulations, to enter into this
Agreement and to comply fully with the terms hereof;

3) The Purchaser performs the functions of a utili—
ty and is a wholesale power customer eligible to purchase power
produced from a project pursuant to AS 44.83; and

4) The Purchaser®s execution and performance of
this Agreement will not conflict with, violate, or constitute
an event of default under any other resolution, contract, ag-—
reement, bond, note, mortgage, or other obligation of the Pur—
chaser, or with respect to any order, vruling, or decree of any
court or regulatory agency to which the Purchaser 1is subject at
the time the Purchaser executes this Agreement.

Each Municipal Purchaser (as hereinafter defined) re—
cites, agrees, represents and covenants as follows:

(€D The Purchaser 1is a duly organ zed and constitut—
ed municipal corporation under the Constitution and laws of the
State of Alaska;

) The Purcha® or 1is authorized, and has taken all
steps necessary pursuant to the Constitution and laws of the
State of Alaska and other applicable laws and regulations, and
pursuant to its charter and ordinances, to enter into this Ag-—
reement and to comply fully with the terms hereof;

©) The Purchaser performs the functions of a utili—
ty and is a wholesale power customer eligible to purchase power
produced from a project pursuant to AS 44.83; and

4) The Purchaser®s execution and performance of
this Agreement will not conflict with, violate, or constitute
an event of default under any other charter, ordinance, resolu—
tion, contract, agreement, bond, note, mortgage, or other obli—
gation of the Purchaser, or with respect to any order, ruling,
or decree of any court or regulatory agency to which the Pur—
chaser 1is subject at the time the Purchaser executes this Ag-—
reement.

NOW, THEREFORE, the parties agree as follows:

Section 1. Definitions. For the purposes of this
Agreement, the following definitions apply:

(a) "Act" or references to AS 44.83 mean
44, Chapter 83 of the Alaska Statutes (AS 44 .83) as the
same may be amended or supplemented from time to time.

BRADLEY LAKE PROJECT POWER SALES AGREEMENT Page 2
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) "Agreement™ means this Power Sales Agree—
ment.

©) "Annual Payment Obligation” means the total
amount payable by a Purchaser in or for a Fiscal Year pur—
suant to this Agreement.

(d "Annual Project Budget™ means the budget
for the Project as adopted or 1in effect for a particular
Fiscal Year, and amended or supplemented from time to
time, pursuant to Section 13.

(¢) "Annual Project Costs"™ shall have the mean—
ing given it in Section 8 of this Agreement.

) "Authority"” means the Alaska Power Authori —
ty as established by the Act, and any successor agency
thereto.

(g9 "Bond Resolution™ means (i) the document
attached as Exhibit "A"™, or a resolution adopted by the
Authority substantially in the form of Exhibit "A", as
supplemented and amended from time to time in a manner
consistent with Section 11 of this Agreement and with the
provisions of the Act, or (ii) a further bond resolution,
consistent with Section 11, adopted 1in connection with the
issuance of bonds to refund the Bonds.

h) "Bonds™ means bonds, notes or other evi—
dences of 1indebtedness (including refunding bonds) 1issued
pursuant to the Bond Resolution, the proceeds of which are
used to pay or reimburse Costs of Acquisition and Con-—
struction and Required or Optional Project Work.

(i) "Committee™ means the Project Management
Committee established pursuant to Section 13.

a) "CoiisultantI means an 1independent 1indivi—
dual or firm (i) of nationwide and favorable reputation,
having demonstrated expertise 1in the field or the matter
or the item referred to it under various specific pro—
visions of this Agreement, and (ii) approved by the Auth-—
ority and the Committee 1in accordance with rules of pro-—
cedure to be adopted by the Committee to govern such ap-—
proval, which approval shall not be unreasonably withheld.

€9) "Cooperative Purchasers™ means Chugach
Electric Association, 1Inc., Golden Valley Electric Associ—
ation, Inc., and Alaska Electric Generation & Transmission
Cooperative, Inc. The term "Cooperative Purchasers”™ 1in-—
cludes Homer Electric Association, Inc., and Matanuska
Electric Association, 1Inc., only to the extent specified
in Section 30 of this Agreement.

BRADLEY LAKE PROJECT POWER SALES AGREEMENT Page 3



€D "Cost of Acquisition and Contraction™ means
the Cost of Acquisition and Construction (as defined 1in
Section 101 of the Bond Resolution) of the Proiect: Dro-
vided, that for purposes of this Agreement the Cost of
Acquisition and Construction of the Project shall not in—
clude the Cost of Acquisition and Construction of Capital
Improvements (as defined 1in Section 101 of the Bond Res—
olution)

(m) "Date ofCommercial Operation” means the
date on which engineers retained for this purpose by the
Authority have reasonably declared that the Project is
fully available to be operated at not 1less than ninety
megawatts (90 MW), and its output can be scheduled on a
commercial basis.

) "Debt Service"” means amounts that the Auth-—
ority 1is required to r,et aside for the payment of princi—
pal of, premium, if ".ny, sinking fund payments, and inter—
est on the Bonds, as the same are scheduled to become due
under the Bond resolution, and not by reason of any accel —

eration.
(o) "Delivery Point™ means the Bradley Junct
facilities, as identified and further described in Exhibit
B.
(»))] "Electric power”™ or "power™ means electric
energy or electric capacity or both. Where the context of

this Agreement requires a distinction, electric energy 1is
specified and/or expressed in kilowatthours or megawatt-
hours and electric capacity 1is specified and/or expressed
in kilowatts or megawatts.

()] "Excess Payment Amount"” means the amounts,
if any, computed as provided in Section 29 and included in
Annual Project Costs.

(r) "Fiscal Year™ means that twelve-month peri—
od starting July 1 of a calendar year through and includ—
ing June 30 of the succeeding calendar year. The initial

Fiscal Year for purposes of this Agreement 1is that portion

of the twelve-month period starting on the Date of Commer —
cial Operation through and 1including the following June
30. IfT the portion of the period 1is shorter than 90 days

the parties shall determine the initial Fiscal Year, which

must end on a June 30 and may not be longer than 456 days.

The last Fiscal Year for purposes of this Agreement shall

be that portion of the twelve-month period between the end
of the last full (i.e., twelve month) Fiscal Year and the
expiration of this Agreement.

(s) "Municipal Purchaser™ means the Municipali—
ty of Anchorage d/b/a/ Municipal Light and Pd&wer, and the

BRADLEY LAKE PROJECT POWER SALES AGREEMENT Page 4



City of Seward d/b/a Seward Electrical System.

) "Optional Project Work™ means Project re—
pairs, renewals and replacements, improvements, better—
ments, additions, or expansions that do not constitute
Required Project Work.

()] "Percentage Share"™ means the fraction, ex —
pressed as a percent and set forth for each Purchaser in
Exhibit D as that Exhibit may be amended from time to
time, used to compute the amount of each Purchaser®s en—
titlement to Project Capacity and obligation to pay Annual
Project Costs.

w) "Project”™ means the Bradley Lake Hydroele
tric Project as described in Exhibit C.

w) "Project Capacity™ means the amount of
electric capacity capable of being produced by the Project
(including capacity attributable to Required or Optional
Project Work) at any and all times from the Date of Com-—
mercial Operation until the termination of this Agreement
(or any renewal thereof) wunder the operating conditions
that exist during such times, 1including periods when the
Project may be not operating or inoperable or the opera-—
tion thereof 1is suspended, interrupted, 1interfered with,
reduced, or curtailed, in each case 1in whole or 1in part
for any reason whatsoever, after corrections for station
and Project use, and depletions required under any federal
license for the Project.

x) "Prudent Utility Practice”™ shall mean at
particular time any of the practices, methods and acts
engaged in or approved by a significant portion of the
electric utility industry at such time, or which, 1in the
exercise of reasonable judgment in light of facts known at
such time, could have been expected to accomplish the de—
sired results at the Jlowest reasonable <cost consistent
with good business practices, reliability, safety and rea-—
sonable expedition. Prudent Utility Practice 1is not re—
quired to be the optimum practice, method or act to the
exclusion of all others, but rather to be a spectrum of
possible practices, methods or acts which could have been
expected to accomplish the desired result at the Ilowest
reasonable cost consistent with vreliability, safety and
expedition. Prudent Utility Practice includes due regard
for manufacturers®™ warranties and the requirements of gov—
ernmental agencies of competent jurisdiction and shall
apply not only to functional parts of a Project, but also
to appropriate structures, landscaping, painting, signs,
lighting and other facilities. In evaluating whether any
matter conforms to Prudent Utility Practice, the parties
shall take into account (i) the nature of the parties
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hereto under the Ilaws of the State of Alaska and their
statutory duties and responsibilities, and (ii) the ob—
jective of integrating Project Capacity with the generat—
ing resources of the Purchasers, including resources
available under contract, to achieve optimum utilization
of the resources and achieve efficient and economical op-—
eration of each Purchaser®s System. For purposes of this
Agreement, "national standards for the industry™ means
Prudent Utility Practice.

W) "Purchase- means, as of any particular
time, such of the Municipality of Anchorage d/b/a Munici—
pal Light and Power, Chugach Electric Association, Inc.,

Golden Valley Electric Association, Inc. , the City of
Seward as have executed this Agreement, and the Alaska
Electric Generation & Transmission Cooperative, Inc.
("AEG&T). The terra ™"Purchaser™ 1includes Homer Electric
Association, Inc., and Matanuska Electric Association,
Inc., only to the extent specified in Section 30 of this
Agreem >nt.

(2) "Purchaser®s System™ means a Purchaser"s
electric utility system for the distribution, transmis—
sion, and generation of electrical power and which 1is
owned and operated by the Purchaser. If Purchaser®s elec—
tric utility system 1is combined with other utilities of
the Purchaser, then "Purchaser®s System" includes only
those facilities, activities, and revenues properly alloc—
able to Purchaser®s electric utility service. "Purchas —
er's System”™ does not include the Project, regardless of
whether the Purchaser operates the Project under a separ—
ate agreement with the Authority.

(aa) "Purchaser®s Water Allocation”™ means the
number of acre feet of water from the Project allocated
for generation purposes by the Committee to a Purchaser
from time to time, based on that Purchaser®s Percentage
Share.

(bb) "Railbelt” means the geographic area
served by the Purchasers.

(cc) "Railbelt Energy Fund” means a fund cre—
ated by the legislature, the use of which is 1intended only
for approved power supply and transmission projects in the
Railbelt.

(dd) “REA"™ means the Rural Electrification Ad-—
ministration, an agency of the United States Department of
Agriculture.

(ee) "Recoverable Construction Cost"™ means an
amount equal to $175,000,000 1less one half the amount, if
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any, by which $350,000,000 exceeds the Cost of Acquisition
and Construction, plus the principal amount of additional
Bonds (if any) issued pursuant to Section 31.

() "Renewal and Contingency Reserve Fund"”
means the Renewal and Contingency Reserve Fund established
pursuant to Section 502 of the Bond Resolution.

(99) "Required Action™ means an action that
must be taken 1in order for the Authority to comply with
federal or state law, the orders of licensing and regula-—
tory agencies, the Bond Resolution, or this Agreement.

(hh) "Required Project Work™ means repairs,
maintenance, renewals, replacements, improvements or bet—
terments required by federal or state law, a licensing or
regulatory agency with jJurisdiction over the Project, or
this Agreement, or otherwise necessary to keep the Project
in good and efficient operating condition, consistent with
(1) sound economics for the Project and the Purchasers,
and (2) national standards for the industry.

(i) "Revenue Fund"™ means the Revenue Fund

ablished pursuant to Section 502 of the Bond Resolution.

ai) "Trustee”™ means the trustee appointed pur—
suant to Article IX of the Bond Resolution, or that Trust-—
ee"s successor or successors and any other <corporation
which may at any time be substituted 1in that Trustee's
place under the Bond Resolution.

Section 2. Term OFf Agreement.

(@) Effectiveness. This Agreement shall become
effective on the first date when (i) the Agreement has
been executed and delivered by all Purchasers and by the
Authority, and (ii) each Purchaser has obtained all nec-—
essary approvals of this Agreement and of all transmission
and/or services agreements for the transmission of Project
power to the Purchasers. An approval shall not be con-—
sidered "necessary" for purposes of this Section 2(a) un-—
less, prior to or contemporaneously with delivery of this
Agreement, the person or entity from which such approval
must be obtained has been identified to the other parties
in writing by the Purchaser requiring such approval. It
is the intent of each Purchaser to take all steps rea—
sonably within its power to obtain all necessary approvals
from its governing body no later than December 1, 1987.

(b) Commencement of payment obligations. The
payment obligations of each Purchaser under this Agreement
shall commence on the Date of Commercial Operation; pro—
vided, that the Purchasers shall be obligated to pay those
Committee costs referenced in the last sentence of Section

BRADLEY LAKE PROJECT POWER SALES AGREEMENT Page 7

es



13(a) regardless of whether the Date of Commercial Opera-—
tion occurs.

©) Termination. This Agreement shall termi—
nate (i) 50 years after the Date of Commercial Operation,
or (ii) when no Bonds are Outstanding under the Bond Res—
olution and all payment obligations under this Agreement
(other than any payment obligations under Section 29) have
been satisfied or provided for, whichever occurs later;
provided, that if the Date of Commercial Operation does
not occur before January 1, 1996, then this Agreement
shall terminate on January 1, 1996. The parties may mu-—
tually agree to terminate or to renew this Agreement prior
to termination, subject, however, to the written approval
of the Administrator of REA 1if such written approval is
then required, and the terras and conditions of covenants
and agreements between the Authority and holders of B~nds.
If such approval is then required, no amendment of this
Agreement shall take effect without the written approval
of the Administrator of REA.

()] Renewal. Any Purchaser may renew this Ag-—
reement on the same terms and conditions as provided here—
in for successive additional terms (such terms to equal
forty (40) years or, if shorter, the remaining useful life
of the Project), upon written notice to the Authority by
the Purchaser given no less than six and no more than
twenty-four months prior to the end of the term of this
Agreement. Purchasers electing to renew this Agreement
shall be entitled to have their Percentage Shares adjusted
pro rata, based on their Percentage Shares as set forth in
Exhibit D as that Exhibit exists twenty-four months prior
to the end of the 1initial term of this Agreement, so that
the adjusted Percentage Shares of the Purchasers renewing
this Agreement total one hundred percent (100%). No re—
newing Purchaser shall be required to accept the entirety
of the Percentage Share to which that Purchaser becomes
entitled, but 1if the Percentage Shares of all renewing
Purchasers do not total one hundred percent, the Authority
may sell to any other utility that is a qualified purchas—
er of power under the Act any remaining Percentage Share
or portion thereof upon the same terms and conditions ap-—
plicable to the renewing Purchasers, if the Authority rea-—
sonably determines that such utility 1is able to carry out
the obligations of a Purchaser under this Agreement and
that such sale to such utility will not adversely affect
the tax exemption of interest on any Bonds Outstanding
under the Bond Resolution that originally were issued on a
tax-exempt basis. The Authority shall not be obligated to
renew this Agreement 1if, after reasonable notice to the
renewing Purchasers, Percentage Shares that total one hun—
dred percent have not been sold to such Purchasers or to
other qualified utility purchasers.
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Section 3. Exhibits. The following exhibits are
incorporated by reference 1irto this Agreement:

@) Exhibit "A"™, Bond Resolution,

() Exhibit "B", Delivery Point,

©) Exhibit "C", Description of theProject,

(d) Exhibit "D", Purchasers® Percentage Shares

of Project Capacity and of Annual Project
Costs, and
(e) Exhibit "E", Form Of Certain Supplemental
Bond Resolutions.
Section 4. Electric Service To Be Furnished.

(a) Sale and purchase. The Authority hereby
sells, and each Purchaser hereby purchases, that Purchas—
er"s Percentage Share of Project Capacity (together with
associated energy) from the Project 1in accordance with
this Agreement. The actual delivery (if any) of electric

capacity and associated energy to Purchasers

from the Pro—

ject shall be made 1in accordance with scheduling proce—
dures adopted by the Committee.

) Available Power. The Authority shall at
all times, except when prevented by a cause or event not
within the control of the Authority, make power available
to the Purchasers from the Project in an amount equal to
the amount the Purchasers may schedule from the Project,

within the limitations
ility, available water,
opted by the Committee.

imposed by available Project capab—
and the scheduling procedures

ad —

©) Required Project Work. The Authority shall
make or cause to be made all Required Project Work, pro-—
vided that funds are Jlegally available to the Authority
for this purpose. The <costs of Required Project Work
shall be ‘included 1in Annual Project Costs 1in the manner
set forth 1in Section 8(a)(iv). The Authority shall give
reasonable notification to all Purchasers prior to making
or causing to be made any Required Project Work. Alterna—

tive methods (if any)
Project Work shall
under
13.

of carrying out
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@ Optional Project Work. The Authority shal
not make or cause to be made Optional Project Work unless
such Optional Project Work 1is approved by the Committee.
Any Optional Project Work shall be at che expense of the
benefitted Purchaser (s) , as determined 1in advance by the
Committee, in proportion to the value of the benefit con-—
ferred upon each such Purchaser. If such Optional Project
Work has an adverse impact upon the operations or finances
of a Purchaser as determined by the Committee, the bene—
fitted Purchaser(s) shall compensate the adversely affect—
ed Purchaser (s) for the 1increased costs and reduced bene—
fits resulting from such impact. In the event the Pur-—
chasers are unable to agree as to how any 1increased costs
or compensation will be apportioned, or as to the amount
of any increased costs or appropriate compensation, the
parties shall submit the question to dispute resolution in
accordance with the dispute resolution procedures adopted
by the Committee under Section 13.

Section 5. Electric Power Reserves For The Project

(a) Need for reserves. The parties recognize
that (i) electric power from the Project may be wunavail—
able periodically because of generation and transmission
outages, repairs, maintenance, inspections, testing, and
similar events, and (ii) under the Alaska Intertie Agree—
ment or otherwise, each Purchaser 1is responsible for main—
taining (or contracting for the wuse of) generation re—
serves in amounts sufficient to protect 1its own Jloads in
the event that Project power 1is unavailable.

(b) Reserve procedures. Promptly after 1its
establishment, the Committee shall adopt and implement
procedures under which, in as cost-effective a manner as

possible:

(1) the Authority shall have the right to
require the operation of specific amounts of generat—
ing capacity owned by a Purchaser and made available
to the Authority, and to use the power produced by
such operation to provide reserves to requesting Pur—
chasers for some or all Project power, to the extent
such capacity would otherwise be 1idle or its output
would otherwise not be needed by the owner of that
capacity to enable that Purchaser to meet 1its own
loads cr to make power sales to other utilities;

(ii) the additional costs incurred by any
Purchaser in making such capacity available to the
Authority and in operating the same for the Authority
shall be computed equitably and reimbursed promptly
to such Purchaser by the Authority; and
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(iii) the costs of so reimbursing any P
chaser shall be included in Annual Project Costs.

(©) Alternative reserves. Nothing 1in Sect
5(b) shall:

(1) relieve any Purchaser of the responsi—
bility set forth in Section 5(a)(ii);

(i) require any Purchaser to make reserve
capacity available to the Authority under Section

5(b)(i); or

(iii) require any Purchaser to avail it—
self of reserve power available from the Authority
under Section 5(b)(i), or to bear any of the costs of
such power 1if the Purchaser does not avail itself of
such power, if the Purchaser chooses and 1is able to
rely upon 1its own reserves to meet 1its loads when
Project power 1is unavailable.

Section 6. Obligations Under Bond Resolution; Com—
pletion of Project.

(a) Assignment or payment to Trustee. The par—
ties recognize and agree that (i) the Authority may assigr
its rights to vreceive payments under this Agreement ?_
security for the payment of the Bonds to the Trustee under
the Bond Resolution for the benefit of the holders of the
Bonds, and (ii) the Authority may direct that amounts pay—
able to it under this Agreement be paid directly to the
Trustee.

(b) Project funding. The Authority shall 1issue
Bonds, or otherwise obtain funds (including appropria—
tions) , sufficient to pay or reimburse the Cost of Acqui—
sition and Construction. Annual Project Costs shall 1in—
clude Debt Service on Bonds 1issued to pay the Cost of Ac—
quisition and Construction in an aggregate principal
amount up to but not exceeding the Recoverable Construc—

tion Cost. The Authority may estimate the Recoverable
Construction Cost and issue Bonds at any time 1in amounts
up to the amount of such estimate. As soon as practicable

after the Date of Commercial Operation, the Authority
shall adjust (and re-adjust when necessary) Annual Project
Costs to reflect actual Recoverable Construction Cost.

©) Covenants of the Authority. The Authority
covenants that it will not cause rates for Project Power
to increase by reason of any bond resolution, covenant or
agreement contained 1in any trust indenture or trust agree—
ment entered 1into by the Authority 1in connection with a
power project other than the Project, nor on account of
any inadequacy in its actual or projected aggregate
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revenues, other than revenues from the Project, nor will
the Authority include in Annual Project Costs debt service
payable on debt incurred for any purpose except in respect
of the Project as provided herein.

(d) Project completion and operation. The
Authority agrees to use 1its best efforts to complete the
Project expeditiously and 1in accordance with sound engin—
eering practice and with the provisions of the Bond Reso—
lution. The Authority shall also use 1its best efforts
consistent with Prudent Utility Practice to construct and
complete, and to operate and maintain the Project (or to
arrange for such operation and maintenance) to provide
power at the lowest reasonable cost to the Purchasers 1in a
manner that is compatible with the Purchasers® Systems and
consistent with the Act, the Bond Resolution, and this Ag-—
reement.

(e E 51 efforts by Committee members. To the
extent that the cost of Project power is or may be affect—
ed by actions of the Committee wunder Section 13, each
Purchaser 1in its capacity as a member of the Committee
agrees to use 1its best efforts consistent with Prudent
Utility Practice to assist 1in assuring that the Project
provides power at the Ilowest reasonable cost to the Pur—
chasers 1in a manner that 1is compatible with the Purchas-—
ers" Systems and consistent with the Act, the Bond Resolu-—
tion, and this Agreement.

Section 7. Payment Obligation.

(@) Payment Obligation. Each Purchaser agrees
to pay its Percentage Share of Annual Project Costs for
each Fiscal Year. The procedures for determining the

amount of and for making such payments are set forth in
Section 13 of this Agreement.

)] Purchaser®s Obligations. Each Purchaser
shall make payments 1in the amounts and at the times re—
quired by this Agreement notwithstanding a suspension or
reduction in the amount of power supplied by the Project.
Such payments shall not be subject to any reduction, by
offset or otherwise. The parties intend and interpret the
foregoing two sentences to mean that the obligation to
make such payments shall be absolute and unconditional and
unaffected by any 1interruption, interference, or curtail—
ment in whole or in part of power supplied by the Project.
In the event that (i) the Project 1is no longer operable,
or its operation 1is interrupted or curtailed for any rea-—
son whatsoever in whole or in part, and (ii) the Authority
does not restore the Project to full operation within a
reasonable time, then the Purchasers may upon reasonable
notice to the Authority and at their own expense take such
action as they deem necessary to so restore* the Project.
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The taking of such action by the Purchasers shall not al—
ter each Purchaser®s obligation to pay 1its Percentage
Share of Annual Project Costs.

Section 8. Annual Project Costs
(@) Annual Project Costs defined. Annual
ject Costs means all of the costs resulting from the own-—
ership, operation, maintenance of and renewals and re—

placements to the Project, properly incurred or paid dur—
ing each Fiscal Year, including:

) Amounts required to be set aside by
the Authority for the payment of Debt Service on
Bonds issued to pay the Cost of Acquisition and Con—
struction in an aggregate principal amount up to but
not exceeding the Recoverable Construction Cost;

(i) Amounts required to be set aside for
the payment of Debt Service on other Bonds and debt
service on other obligations approved 1in accordance
with Sections 11 and 13;

(iin) Amounts required to restore the
funds established under the Bond Resolution to the
levels required by the Bond Resolution to be main-—
tained therein;

(iv) Amounts which may be required to pay
for Required Project Work, to the extent that such
costs are not covered by 1insurance or Bond proceeds
or by the Renewal and Contingency Reserve Fund;

w) Other amounts determined by the Com—
mittee to be necessary or appropriate to supplement
and to be paid into the Funds established under the
Bond Resolution;

(vi) Excess Payment Amounts, if any, com—
puted in accordance with Section 29;

(vii) All other costs of producing and de—
livering Project power (excluding depreciation) not
accounted for by the payments out of funds and re-—
serves specified in the foregoing sections and prop—
erly chargeable to the Project under the Uniform Sys—
tem of Accounts, less any credits against said costs
by reason cf revenues from sources other than the di—
rect sale of power to Purchasers, and also less any
credits for 1interest earned during construction and
available for Project purposes; provided, that income
from interest earned on reserve funds shall be wused
at least annually to accumulate and maintain said
reserve funds 1in the amounts required uftder the Bond
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Resolution or 1in such greater amounts as may be de—
termined by the Committee, or to reduce Annual Pro-—
ject Costs. Such other costs shall include:

A) Project operating and maintenance
costs, in accordance with the Annual Budget
adopted in accordance with Section 13;

) Costs of Project-related 1insur—
ance, and, to the extent permitted with respect
to each Purchaser under Section 5, the costs of
electric power rese; es for the Project;

© Project-specific administrative
and general expenses of the Authority, such as
costs of safety inspections and investigations;

() Costs of the Committee, whether
incurred by the Authority or incurred by a Pur—
chaser on behalf of the Committee; and

® Such other Project costs as the
Committee may from time to time approve for in—
clusion in Annual Project Costs 1in accordance
with procedures to be adopted by the Committee.

(b)Proceeds of a taking. Any payment received
by the Authority as a result of a taking of the whole or
any portion of the capacity, facilities, available water,
or output of the Project by any state or federal govern-—
ment agency shall be used by the Authority, after consult—
ation with theCommittee, to (i) reduce Annual Project
Costs, (ii) retireBonds, or (iii) reimburse the State of
Alaska for a portion of the State®"s capital contribution
to the Project (recognizing the separate sources of Pro-—
ject funding under Section 6(b)), whichever of these uses
or combination of such uses shall be equitable and proper
under the circumstances existing at the time of the tak-—

ing.
Section 9. Obligations In The Event Of Default.

(a) Enforcement. Upon failure of a Purch:
to perform any obligation herein, the Authority may bring
any suit, action or proceeding at law or in equity
("Sui®."), including mandamus, injunction and action for
specific performance, as may be necessary or appropriate
to enforce any covenant, agreement or obligation of this

Agreement against that Purchaser. The Authority may bring
such Suit (i) thirty days after giving the Purchaser a
writter ""mand for performance, in the case of default by
the P- Ner on any obligation other than a payment obli-
gatic id (ii) immediately, in the case of default by
the P1 tiaser on any payment obligation. Each Purchaser
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shall continue to make payments in the event of any dis—
pute regarding performance of any obligation by any party
under this Agreement or 1in the event of any dispute under
the Bond Resolution, and this obligation of continued pay—
ment pending resolution of disputes shall be 1immediately
enforceable by any party upon application to any court of
competent jJurisdiction.

() Additional rights and remedies. In add

tion to the Authority®"s rights under Section 9(a), 1if a
Purchaser has for any reason suspended or reduced, or has
failed to make or has been prevented from making, payments
required under this Agreement, the Authority may terminate
or suspend the delivery of power tothat non-paying Pur —
chaser 1if, after consulting with theother Purchasers, the
Authority reasonably determines that such termination or
suspension is more effective than other available alterna-—
tives in minimizing adverse impacts on such other Purchas—
ers .

) If the Authority so terminates or sus-—
pends deliveries, the Authorityshall:

(A) offer to other Purchasers, on
terms and conditions applicable to other power
sold under this Agreement, any power not deliv—
ered to the non-paying Purchaser, and if neces—
sary allocate such power pro rata on the basis
of Percentage Sharesamong Purchasers accepting
such offer;

(B offer any power not sold wunder
Section 9(b)(i)(A) to any qualified utility (in—
cluding the other Purchasers) on terms and con—
ditions deemed favorable by the Authority after
consultation with the Committee; and

(C) if the Authority projects that the
amounts to be deposited 1into the Revenue Fund
will nonetheless be insufficient to pay Annual
Project Costs, 1increase every other Purchaser”s
Percentage Share of Annual Project Costs and
Project Capacity pro rata to the extent and for
the period necessary to compensate for such in—
sufficiency; provided, that no Purchaser®s Per—
centage Share shall be 1increased by more than
twenty-five (25) percent above the amount set
forth 1in Exhibit D without the written consent

of that Purchaser.

(i) IfT the Authority determines that the
process of offering power to others wunder Sections
9(b)(i)(A) or (B) would delay exercise of the Author—
ity"s rights under Section 9(b) (i)(C), and that as a
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result the Authority will be unable to make deposits

when required under the Bond Resolution, the Authori —
ty may excrcrcc rts rrghts under xnuueQietery and

take the actions required under (A) and (if neces—
sary) under (B) as soon as practicable thereafter.

No exercise by the Authority of any of its rights (or
any failure by the Authority to exercise any of its
rights) under this Section 9(b) shall relieve any
non-paying Purchaser of any payment obligation under
this Agreement or relieve such Purchaser of any lia—
bility for damages resulting from non-payment. In
particular, sales of power under Section 9(b) (i) (A

and (B) are intended to reduce the financial impact
of any Purchaser®s non-payment on other, paying Pur—
chasers. Such sales are not intended to, nor shall

they, reduce the payment obligations of the non-—
paying Purchaser or the damages for which such non-—
paying Purchaser may be liable.

(iii) To the extent that the Author

uses Project reserve fTunds to permit it to make time—
ly payments under the Bond Resolution following non—
payment by a Purchaser, the amount needed to replen—
ish such reserve funds shall be added to the Annual
Payment Obligation of the non-paying Purchaser, and
if the non-paying Purchaser fails to make payment of
its Annual Payment Obligation as so increased, the
Authority may exercise any of the rights ava”able to
it under this Section 9(b).

©) Litigation. If Purchasers*® Percentage
Shares are 1increased pursuant to Section 9(b) (i)(C), then
the Authority shall, and any other Purchaser(s) may, 1im—
mediately 1initiate and diligently pursue litigation in any
court of competent jJurisdiction to compel full and timely
payment by the non-paying Purchaser, to recover amounts
needed to compensate Purchasers whose Percentage Shares
have been 1increased, and to obtain such other relief as
shall be fair and equitable. The same or similar litiga—
tion against any non-paying Purchaser may also be initi—
ated and pursued by the Authority and/or by any paying
Purchaser 1if in response to any non-payment the Authority
takes action pursuant to Sections 9(b)(i)(A) or (B).

(d) Default by the Authority. In the event of
any default by the Authority under any covenant, agreement
or obligation under this Agreement with respect to a Pur—
chaser, that Purchaser may, upon thirty (30) days written
notice to the Authority, bring any suit, action or pro-—
ceeding, at law or in equity, 1including mandamus, 1injunc—
tion and action for specific performance, as may be neces—
sary or appropriate to enforce any covenant, agreement or
obligation of this Agreement against the Authority. No
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payment obligation of a Purchaser under this Agreement 1is
subject to offset, however.

Section 10. Purchasers®™ Systems.

(a) Character of expense. The amounts payable
under this Agreement are operating expenses of each Pur—
chaser®s System, and are valid and binding obligations of
each Purchaser, payable only from the gross revenues of
said Purchaser®s System as a cost of purchased electric
power, and not payable from any taxes.

)] Purchasers®™ race covenants. In order to
afford, permit, and make timely payments as specified 1in
this Agreement, each Purchaser agrees that it will estab—
lish, charge and collect rates, fees, and charges with
respect to that Purchaser®s System 1in accordance with ap-—
plicable law to provide revenues sufficient to meet 1its
obligations under this Agreement and sufficient to pay,
together with any other funds or monies available there—
for, any and all other amounts payable from or which con—
stitute or may constitute a charge and lien upon such rev—
enues 1including, but not limited to, amounts sufficient to
meet obligations to service debt incurred by the Purchaser
to finance the Purchaser®s Systenm.

(©) Operation and maintenance of Purchasers”
Systems. Each Purchaser covenants and agrees that it will
operate and maintain 1its System in good repair, working
order and condition, and in accordance with Prudent Utili—
ty Practice.

(D Limitation on certain contracts Each Pur—
chaser covenants and agrees not to enter voluntarily 1into
any contract or agreement to take or to take or pay for
power, other than this Agreement, payable from the rev—
enues of the Purchaser®s System on a parity with or super—
ior to the payment of 1its obligations under this Agree—
ment, except that a Purchaser may enter into such a con-—
tract or agreement of not to exceed two years®™ duration
under which the Purchaser®s payment obligation 1is on a
parity with the payment of 1its obligations under this Ag-—
reement. The Tlimitations of this Section 10(d) shall not
apply to contracts or agreements creating obligations on a
parity with obligations under this Agreement 1if a written
opinion from a Consultant 1is rendered that (i) the con-—
tract or agreement is reasonably expected to contribute to
the conduct of the business of the Purchaser®s System in
an efficient and economical manner consistent with Prudent
Utility Practice, and (ii) the contract or agreement will
not impair the ability of the Purchaser to raise revenues
sufficient to meet 1its obligations under this Agreement.
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Section 11. Bond Resolution.

(a) Amendment or supplementation of Bond Reso—
lution. Except as provided 1in Section 12, the Authority
will not amend or supplement the Bond Resolution 1in any
manner, or adopt a new Bond Resolution 1in connection v/ith
the refunding of the Bonds, which would materially ad-—
versely affect the ability of a Purchaser to fulfill the
terms of this Agreement or 1impose any increased burden or
obligation, financial or otherwise, on a Purchaser, with-—
out the consent of the Purchaser, unless:

(1) the Committee has approved the Auth-—
ority"s proposed action by a resolution adopted by
the affirmative vote of members whose Percentage
Shares equal or exceed eighty percent (80%) of Pro-—
ject Capacity and of Annual Project Costs; or

(ii) the Committee by majority vote of the
Purchasers requests that Required Project Work be
paid for out of the proceeds of Bonds, and such Work
is projected to cost in excess of the amount of money
then available in the Renewal and Contingency Reserve
Fund established pursuant to the Bond Resolution,
plus available insurance proceeds, in which event, if
such Bonds can then be legally 1issued and can be
sold, the Authority shall 1issue such Bonds, payable
from the Revenues of the Project (as defined 1in the
Bond Resolution) , to pay the portion of such costs
which exceed 1insurance proceeds, if any, and to re—
store said Reserve Fund to itsrequired level.

() Insurance. The Authority will maintain
physical loss insurance to the extent required by the Bond
Resolution, and the Authority will consult with the Com—
mittee as provided 1in Sections 12 and 13 with respect to
the disposition of proceeds of said insurance received as
a consequence of physical destruction or impairment of the
Project, including but not Ilimited to disposition for the
purpose of redemption of Bonds, replacement of the Pro-—
ject, or replacement of power. TheCommittee shalladvise
the Authority from time to time as to the appropriate ex—
tent of insurance coverage.

©) Information. The Authority shall provide
each Purchaser a copy of any report, certificate, letter,
or other communication which the Authority 1is required to
furnish to the Trustee under the Bond Resolution or that
the Trustee furnishes to the Authority.

Section 12. Purchasers® Consent To Supplemental Bond
Resolutions To Construct The Project. The Purchasers hereby
consent to the adoption by the Authority of supplemental Bond
Resolutions pursuant to Section 11(a), as necessary to comply
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with the Authority"s obligation to finance and construct the
Project pursuant to Section 6(b) and the Authority"s obligation

under Section 6{d) to use its best efforts to complete the Pro—
ject expeditiously and in accordance with sound engineering

practices and with the provisions of the Bond Resolution. The
Authority shall consult with the Purchasers regarding the pro-—
visions to be included in such supplemental Bond Resolutions,

and shall wuse 1its reasonable best efforts to comply with the
requests of the Purchasers with respect thereto. Unless other —
wise approved in accordance with Section 11(a)(i), such supple—
mental Bond Resolutions shall:

(€)) provide that the total amounts required for
the payment of Debt Service when due shall be, on an an-—
nual basis, as nearly equal as practicable;

(b) provide that the final maturity of Bonds
issued pursuant to such supplemental Bond Resolutions
shall not be earlier than twenty-five (25) years from the
date when the first of such Bonds 1is 1issued;

(©) be substantially in the form attached here—
to as Exhibit E, except to the extent that the Authority
finds that modifications are necessary to sell the Bonds
on a tax-exempt basis; and

(d) be adopted no earlier than January 1, 1989.
Section 13. Establishment Of The Committee.

(@) Formation and composition of the Commit

The parties agree that a Project Management Committee

("Committee™) shall be established on January 15, 1988, or
on such earlier date as may be agreed to by the parties.

The Committee shall consist of the Authority and the Pur—
chasers (including as Purchasers for this purpose both
Homer Electric Association, 1Inc., and Matanuska Electric

Association, 1Inc., for themselves and for AEG&T as a Pur—
chaser represented by and through those utilities). No
Committee member shall obtain an additional vote through
merger wit"., acquisition of, or assignment from any other
Committee member, and AEG&T shall have no direct vote, but
shall be represented by and through Homer Electric Associ—

ation, Inc., and Matanuska Electric Association, Inc.,
each of which shall be entitled to vote as a Purchaser
member for purposes of Committee procedure. Each Commit—

tee member entitled to vote shall name one representative
to serve on the Committee and one designated alternate for
that representative. Each such member shall notify all
other members in writing of the names, addresses, and tel—
ephone numbers of 1its representative and designated al—
ternate. After it is established, the Committee shall
meet not less than once each quarter. Costs of the Com—
mittee (other than costs incurred by the Authority) which
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are incurred prior to the Date of Commercia
snail be borne by the Purchasers in accordan
Percentage Shares of each.

I Operation
ce with the

(b) Adoption of rules of procedure. The Com—
mittee shall adopt, by the affirmative vote of a majority

of the Purchasers and the affirmative vote of
ty, procedural rules governing the conduct of

the Authori —
the Commit—

tee"s affairs. Such rules shall address, among other mat —
ters, procedures for the periodic selection of Committee
officers, the conduct of Committee meetings, dispute res—

olution, the approval (including possible pre-
Con ultcints, and modification of the Committee

approval) of
s procedur —

al rules, and, to the extent not otherwise specified 1In

this Agreement, such rules shall also specify
able voting requirements for approval of ma
decided by the Committee. Committee approva

the applic—
tters to be
I of opera-—

tions and maintenance arrangements for the Project, the

sufficiency of the annual budget and whol

esale power

rates, and the undertaking of Optional Project Work shall

require the affirmative vote of a majority of
ers and the affirmative vote of the Authority.

(c) Committee responsibilities: app
Authority.

(i) As the legal owner and lic

the Purchas —

roval by the

ensee of the

Project, the 1issuer of Project debt, and the agency

charged by statute with various duties
affected by the Project, the Authority
non-delegable rights, duties, and resp

affecting or
has certain
onsibilities

with respect to the Project. Subject to such non-—
delegable rights, duties, and responsibilities, the

Committee shall be responsible for the
operation, maintenance, and improvement

management,
of the Pro-—

ject, in recognition that as take-or-pay purchasers

of Project Capacity after the Date cf Co

mmercial Op—

eration, the Purchasers have substantial 1long-ternm

financial interests in, and service and
sponsibilities affected by, the Project.

(in) The Committee shall take
ing actions, subject to the provisions
Resolution, federal and state law, the
of licensing and regulatory agencies, an
of the Authority and the Purchasers unde
visions of this Agreement:

planning re—

the follow—
of the Bond
requirements
d the rights
r other pro-—

(A) Arrange for the operation and

maintenance of the Project, and the
production, and dispatch of Project

(B) Establish procedures
of each Purchaser®s Water Allocation
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consistent with the needs and desires of other
Purchasers and the capabilities of the Project;

© Adopt in each Fiscal Year (and
revise as necessary or prudent during such Fisc—
al Year) a budget of Annual Project Costs for
that Fiscal Year, which budget shall be 1in an
amount estimated by the Committee to be suffic-—
ient to pay all Annual Project Costs;

L) Establish for each Fiscal Year
the estimated Annual Payment Obligation of each
Purchaser, together with a schedule for each
Purchaser ofequal monthly payments that such
Purchaser shall be required to make during that
Fiscal Year, which payment schedule shall be (I)
designed to recover such estimated Annual Pay-—
ment Obligation from that Purchaser during the
Fiscal Year, and (Il) revised during such Year
to reflect any revisions to the budget of Annual
Project Costs for that Fiscal Year;

® Determine after the conclusion of
each Fiscal Year the actual Annual Project Costs
for that Fiscal Year, the actual Annual Payment
Obligation of each Purchaser for that Fiscal
Year, and the amount of any additional payment
required from (or the amount of any refund to be
returned to) each Purchaser to ensure that the
total of all payments received from each Pur—
chaser for each Fiscal Year 1is equal to that
Purchaser®s actual Annual Payment Obligation for
that Fiscal Year;

@) Evaluate and select among altern—
ative methods (if any) of carrying out and fund-—
ing (including through issuance of bonds) Re-—
quired Project Work;

©) Adopt provisions to evaluate and
approve Optional Project Work, and to determine
the compensation (if any) to be provided in ac—
cordance with Section 4(d) of this Agreement if
the Committee approves any such Optional Project
Work;

H Adopt procedures consistent with
Section 13(f) for the resolution of disputes
that may arise between or among the Purchasers
and the Authority concerning the 1interpretation
of this Agreement, the obligations <created by
this Agreement, or the performance of such ob-—
ligations ;
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) Make an initial determination of
"customary" insurance within the meaning of
Section 714 of the Bond Resolution and determine
the appropriate amount of, and obtain, 1insurance
for or related to the Project, in addition to
such 1insurance as may be required by the Bond
Resolution;

@) Adopt maintenance schedules for
the Project that do not 1interfere unreasonably
with the operations of the Purchasers;

« Adopt and implement procedures
relating to electric power reserves for the Pro-—
ject in accordance with Section 5; and

(L) Consider the need for and approve
any additional amount to be added to the Renewal
and Contingency Reserve Fund over and above the
Renewal and Contingency Reserve Requirement pro—
vided under the Bond Resolution.

(iii) If and when no Bonds are outstanding
under the Bond Resolution, and the Bond Resolution is
therefore no longer effective, the Committee shall
provide for the establishment of such accounts and
the taking of such actions as may be necessary to
manage the Project.

(d) Payment obligation unimpaired. Notwith —
standing any Committee action or 1inaction under this Ag-—
reement, each Purchaser®s obligation to make the monthly
payments necessary to pay its Purchaser®s Percentage Share
of Debt Service, costs of operation and maintenance, and
all other amounts to be paid by Purchasers under this Ag—
reement shall be absolute and unimpaired.

(e) The Authority®"s ability to take Required
Action. In the event the Committee fails to take any of
the actions set forth 1in Section 13 (c) (ii) (C)-(E) in a
timely fashion, or fails to take any other action which
the Authority believes to be a Required Action, and as a
result the Authority determines that it will be unable to
meet any of its obligations imposed by statute, by the
Bond Resolution, by this Agreement, or by any licensing or
regulatory agency, then the Authority may (i) adopt a bud-—
get of Annual Project Costs, (ii) estimate the Annual Pay-—
ment Obligation of each Purchaser, (iii) require each Pur—
chaser to make payments on the basis of such estimated
Annual Payment Obligation, ana (iv) take such other action
as the Authority deems necessary to meet such obligations.
Failure of the Committee to adopt an Annual Project Budget
by the ninetieth (90th) day prior to the beginning of a
Fiscal Year shall permit the Authority to adopt an Annual
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Project Budget pursuant to this subsection. All actions
and determinations under this Section 13(e) shall be taken
and made 1in accordance with Prudent Utility Practice.

(f) Purchasers®™ duties and rights of revi

Each Purchaser shall make payment as required by the Auth—

ority as a result of any action taken by the Authority

under Section 13(e), but such payment shall not constitute

a waiver of any Purchaser®s rights under this Agreement.

Any Purchaser may seek review of such action in accordance

with the dispute resolution procedures adopted by the Com—
mittee, or may seek to enforce this Agreement judicially

in accordance with Section 9(d) 1if no applicable dispute
resolution procedures have been adopted.

Section 14. End Of Project

(@) Authorityls declaration. The Authority
shall declare the Project ended, and the Authority"s ob-—
ligations to make power available to the Purchasers and to
operate and maintain (or to assure the operation and main—
tenance of) the Project shall also end, 1if and when (i)
such a declaration is required under Section 14(b), or
(ii) the Project can no longer be operated 1in accordance
with Prudent Utility Practice.

(b) Consultant®s report. The Authority shall
make the declaration described in Section 14(a) if all of
the following conditions are met:

(i) "*.he Project cannot be operated at full
capacity in a manner consistent with Prudent Utility
Practice absent repairs, modifications, or additions
("Repairs") to the Project;

(i) a Consultant retained by the Commit—
tee concludes that such Repairs are not cost-
effective in comparison with other power supply alt-—
ernatives then available to the Purchasers; and

(iii) Committee members who are Purchasers
and whose Percentage Shares total eighty percent
(80%) vote that such Repairs should not be undertak-—
en.

©) Consequences of Authority®s declaration.
After the Authority has declared the Project ended, each
Purchaser shall complete 1its payment obligation for Pro-—
ject Capacity and associated energy delivered to such Pur—
chaser before the Project ended, and shall do so by paying
its Percentage Share of Annual Project Costs wuntil all
Bonds have been paid or provision has been made for the
payment of the Bonds 1in accordance with the Bond Resolu-—
tion; provided, that from the date on which the Authority
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declares the Project ended, Annual Project Costs shall no
longer include (except with Committee approval) costs oth—
er than those set forth in Sections 8(a) (i), 8(a)(iij,

8(a)(iii), 8(a)(vii)(C), and 8 (a)(vii)(D).

Section 15. Records. In addition to meter records,
the parties shall keep log sheets and other records as may be
needed for the purposes of this Agreement. In keeping books of

account, each Purchaser will, to the wextent that different
rules are not prescribed by this Agreement or by federal and
state Jlaws or agencies, follow the system of accounts pre—
scribed for public utilities and licensees by the Federal Ener—
gy Regulatory Commission, except that as long as a Purchaser is
u borrower from REA then it shall follow the system of accounts
prescribed by REA for 1its electric borrowers.

Section 16. Inspection Of Facilities. For purposes
of this Agreement, each party may, but shall not be obligated
to, 1inspect any other party®"s facilities relating to the Pro—
ject at any time upon reasonable notice, but such inspection or
failure to inspect shall not render the inspecting party, its
officers, agents or employees, liable or responsible f % any
injury, lose, damage, or accident resulting from defe®. ..s 1in
such electric installation, or for violation of this Agreement.

Section 17. Covenants To Maintain |Integrity Of Ag-—
reement .

() Retail rate approval. Each Purchaser will
affirmatively and promptly pursue all administrative and
judicial remedies necessary to secure Alaska Public Utili—
ty Commission approval of retail rates required to meet
the terms of this Agreement where Commission approval 1is
required.

() Compliance with law. Each Purchaser will
take all necessary steps to comply with applicable federal
and state laws and regulations, licenses and permits re—
lating to the use and operation of the Purchaser®s Systemn.

©) Sales, mergers, and assignments. No Pur—
chaser shall abandon, sell, mortgage, Jlease or otherwise
dispose of the Purchaser®s System or any assets of that
System (including by sale to or merger with any other
utility), or assign this Agreement or any 1interest there—
under to any assignee or successor 1in interest, unless:

(@) such disposal or assignment
with the terms of any of the Purchaser®s covenants or
agreements with the holders of the Purchaser®s bonds,
notes or other evidences of indebtedness relating to
the abandonment, sale, mortgage, lease or other dis—
position of property of the Purchaser®s System; and
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) such disposal or assignment is:

(A) consented to in writing by a maj-—
ority of the Committee, 1including the Authori—
ty"s representative; or

(B) made to another wutility that is
already a Purchaser under this Agreement and is
able to meet the obligations resulting from the
disposal or assignment; or

(¢) Tlimited to assets that the Pur—
chaser determines to be surplus to the needs of
that Purchaser®s Systen, but the depreciated
value of assets so disposed of or assigned 1in
any given year shall not exceed five percent
(5%) of the depreciated value of the assets of
the Purchaser®s System prior to the disposal or
assignment; or

(D) evaluated by a Consultant and
that Consultant certifies that, taking into ac-—
count the other obligations of the Purchaser or
of the assignee or successor in interest (as the
case may be) , the Purchaser or the assignee or
successor in interest will have (A) substantial —
ly the same or greater ability to produce suf—
ficient revenues to meet its payment obligations
as would the Purchaser absent the transaction,
and (B) the ability to perform all obligations
under this Agreement.

Any assignee of this Agreement must assume in writing all
of the assigning Purchaser®s obligations hereunder, must
pay any amounts due and owing from the assigning Purchaser
hereunder, and (unless the assignee 1is already a Purchas—
er) must provide the Authority and the Purchasers with an
opinion of counsel that this Agreement is enforceable
against the assignee.

(@ Status of Bonds. The parties will not take
any action, including entry into power sales agreements,
which would cause the 1interest on any Bond which is orig—
inally issued on a tax-exempt basis to become taxable un-—
der the Internal Revenue Code of 1986, as the same may be
amended from time to time.

(e) Licenses and permits. The parties will
take all necessary steps within their control to comply
with applicable federal and state laws and regulations,
and to obtain and thereafter comply with all applicable
licenses and permits relating to the use and operation of
the Project, including without Jlimitation,”® the Federal
Energy Regulatory Commission Jlicense applicable to the
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Project. The Authority will take all necessary steps to
cause the Federal Energy Regulatory Commission license to
be renewed, if necessary, so that it is in effect during
the term of this Agreement or any renewal hereof.

Section 18. Assignment.

(@) Assignment generally. This Agreement shall
inure to the benefit of, and shall be binding upon the
respective successors and assigns of the parties to this
Agreement; provided, that this Agreement or any 1interest
herein may be transferred or assigned by a Purchaser only
in accordance with the provisions of Section 17 (c).

((»)) Specific rights and transactions. Notwith—
standing Sections 17(c) and 18(a):

(1) A Cooperative Purchaser shall have the
right to assign 1its assets, 1including 1its rights un—
der this Agreement for security purposes to REA, or
to a lender or guarantor 1in connection with loans to
such Cooperative Purchaser where the proceeds of such
loans are used to refinance obligations of such Coop—
erative Purchaser to REA or the Federal Financing
Bank under Section 311 of the Rural Electrification
Act or otherwise; provided, however, that (A) neither
REA nor any secured lender or guarantor exercising
any rights, powers or privileges with respect to this
Agreement under any mortgage, deed of trust or other
security agreement shall be entitled to exercise the
rights of the Cooperative Purchaser under this Agree—
ment unless the obligations of such Cooperative
Purchaser hereunder shall have been performed, (B) no
such assignment shall in any way relieve such Cooper —
ative Purchaser of any obligations hereunder, and (C)
no assignment shall be permitted hereunder if such
assignment would adversely affect the tax exemption
of interest on any Bonds Outstanding under the Bond
Resolution that originally were issued on a tax-
exempt basis.

@) A Purchaser®s agreement to resell pow-—
er from the Project shall not be deemed a transfer or
assignment of this Agreement, but neither shall any
such resale of Project power relieve che Purchaser of
any payment obligation under this Agreement.

Section 19. Notices, Computation Of Time And Holi-—
days . Any notice required by this Agreement to be given to any
party shall be effective when it is received by such party, and
in computing any period of time from such notice, such period
shall commence at 12:01 p.m. prevailing time at the place of
receipt on the date of receipt of such notice. Whenever this
Agreement calls for notice to or notification by any party the
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same (unless otherwise specifically provided) shall be in writ-—
ing directed to the Authority"s executive director or a Pur—
chaser®s general manager. If the date for making any payment
or performing any act is a day on which banking institutions
are closed in the place where payment 1is to be made or a legal
holiday, payment may be made or the act performed on the next
succeeding day which is neither a legal holiday nor a day when
banking institutions are closed in such place.

Section 20. Applicable Law. The 1laws of the State
of Alaska (including without Ilimitation the equal opportunity
laws set forth in AS 18.80.220, as the same may be amended from
time to time) shall govern the interpretation and application
of this Agreement and the actions of the parties hereunder.

Section 21. Availability Of Information. The par—
ties shall make available to each other, for inspection and
copying during business hours, all books, records, plans and
other information relating to any calculation or determination
to be made pursuant to this Agreement.

Section 22. Severability.

@) Severability generally. If any section,
paragraph, clause or provision of this Agreement or any
agreement referred to in this Agreement shall be finally
adjudicated by a court of competent jJurisdiction to be
invalid or unenforceable, the remainder of this Agreement
shall be wunaffected by such adjudication and all the re—
maining provisions of this Agreement shall remain in full
force and effect as if such section, paragraph, clause or
provision or any part thereof so adjudicated to be invalid
had not been included herein.

(b) Correction and substitution. If any sec—
tion, paragraphj clause or provision of this Agreement or
any agreement referred to in this Agreement shall be Ffi—
nally adjudi< ated by a court of competent jurisdiction to
be 1invalid or unenforceable, then and 1in such event the
parties agree that they shall exercise their best efforts
to correct such invalidation and substitute appropriate
agreements and contractual arrangements to achieve the
intent of this Agreement.

(©) References to REA. From a:"d after the time
any Cooperative Purchaser 1is no Jlonger 1indebted to REA
under any mortgage or other security agreement with REA,
all references to REA and required approvals of the Admin-—
istrator of REA provided for in this Agreement shall be of
no further force and effect with respect to that Coopera—
tive Purchaser.

Section 23. Remedies Cumulative. No remedy confer—
red upon or reserved to the parties hereto 1is intended to be



exclusive of any other remedy or remedies available hereunder
or now or hereafter existing at law, 1in equity, by statute or
otherwise, but each and every such remedy shall be cumulative
and shall be in addition to every other such remedy.

Section 24. Waiver Not Continuing. Any waiver at
any time by either party to this Agreement of 1its rights with
respect to any default of the other party hereto, or with re—
spect to any other matter arising 1in connection with this Ag-—
reement, shall not be considered a waiver with respect to any
subsequent default, right or matter.

Section 25. Section Headings. The section headings
in this Agreement are for convenience only, and do not purport
to, and shall not be deemed to, define, limit or extend the
scope or intent of the section to which they pertain.

Section 26. Multiple Copies. This Agreement shall
be executed in several counterparts, each of which shall be an
original, but all of which shall constitute one and the same
instrument.

Section 27. Covenant To Act In Good Faith. In order
to permit this Agreement, throughout its term, to be fully ef—
fective in accordance with the original intent of the parties,
each party agrees that it shall at all times act in good faith
in performing its obligations and in exercising its rights
under this Agreement.

Section 28. No Third Party Beneficiaries. Notwith—
standing that the operation of this Agreement may and is 1in—
tended to confer benefits on third parties who are not signa-—
tories to this Agreement,this Agreement shall be enforceable
only in accordance with 1its provisions expressly governing en—
forcement. In promising performance to one another under this
Agreement, the parties 1intend to create binding legal obliga—
tions to and rights of enforcement in (&) one another, and (b)
such assignees or successors 1in interest of the parties as may
enjoy a right to enforce this Agreement by virture of provis—
ions of this Agreement that expressly create such a right in
such assignees or successors in interest. By entering into
this Agreement, the parties expressly do not 1intend to create
any obligation or promise any performance to any other third
party, nor have the parties created for any other third party
any right to enforce this Agreement.

Section 29. Excess Payments.
(a) Payments in Recognition of Efforts to
tain Intertie. In recognition of the Railbelt Energy

Council®s commitment to continue efforts to obtain a sat—
isfactory transmission 1intertie between Fairbanks and the
Kenai Peninsula, and the Railbelt Energy Council®s recog—
nition of the importance of such an intertie* to the well-
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being of the Railbelt region and the Purchasers®™ ratepay—
ers, and in anticipation of legislative funding of such an
intertie, the Purchasers agree to make the payments de—
scribed below 1in excess of actual debt service required
for retirement of Bonds 1issued to pay Recoverable Con-—
struction Costs. The Purchasers®™ obligations to make pay—
ment under this Section29 are not contingent upon the
success of such continued efforts to obtain a satisfactory
transmission intertie between Fairbanks and the Kenai Pen—
insula.

(bj Calculation of Excess Payment Amount. Sub-—
ject to the limitations set forth in Sections 29(e) and
29(f), upon the retirement of all Bonds 1issued to pay Re—
coverable Construction Costs (and of all Bonds 1issued to
refund such Bonds) and the consequent reduction of Debt
Service includable in Annual Project Costs, there shall be
added to and 1included in Annual Project Costs an amount
(the "Excess Payment Amount™) calculated as follows:

(i) The average annual Debt Service on
such retired Bonds, less

(ii) any debt service included in Annual
Project Costs that 1is associated with bonds or other
debt issued to fund Required Project Work.

In no event shall the Excess Payment Amount be negative.

©) Payment of Excess Payment Amount. Each
Purchaser shall pay its Percentage Share of the Excess
Payment Amount as part of that Purchaser®s Annual Payment
Obligation so long as that Purchaser continues to purchase
Project power under this Agreement or any renewal thereof.

(@ Disposition of Payments. All Excess Pay-—
ment Amounts received from Purchasers, and all additional
charges paid pursuant to Section 29(b), shall be paid to
the Authority for deposit into the Railbelt Energy Fund.

(e) Limitation. Notwithstanding any other pro—
vision of this Section 29, no Purchaser®s Annual Payment
Obligation shall 1include a charge with respect to any Ex—
cess Payment Amount 1in excess of four cents ($0.04) per
kilowatthour of Project power delivered to such Purchaser.

™ Duration. The provisions of this Section
29 shall not serve to extend the term of this Agreement or
any renewal thereof, and shall cease to be effective upon
the expiration or termination of this Agreement (as the
same may be extended through any renewal thereof).
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Section 30. Special Arrangements Regarding AEG&T.

(@) Contracts acknowledged. The parties recog—

nize that Homer Electric Association, Inc. ("HEA™) and
Matanuska Electric Association, 1Inc. ("MEA"), have previ—
ously entered into contracts with the Alaska Electric Gen—
eration & Transmission Cooperative, Inc. ("AEG&T™), and

that under such contracts AEG&T 1is to sell and HEA and MEA
are to buy electric power in amounts necessary to meet the
full requirements of HEA and MEA, such power to be gen-—
erated by AEG&T or to be purchased by AEG&T from other
suppliers. Under this Agreement, therefore, AEG&T 1is a
Purchaser on behalf of HEA and MEA, and AEG&T"s payment
obligations are secured by HEA®s and MEA"s respective ob—
ligations to provide at all times the monies necessary for
the performance of AEG&T"s payment obligations, as more
fully described in Section 30(b).

) Treatment of HEA and MEA asPurchasers for
certain purposes. HEA and MEA shall have all the rights
and obligations of individual Purchasers and/or Coopera—
tive Purchasers with respect to Sections 2(a), 4(d), 6(e),
8 (@ (vii) (), 10, 13(c), 13(d), 15, 17, 18, 31, and 32,
unless the context otherwise requires. IfT AEG&T at any
time fails to meet 1its payment obligations under thisAg—
reement, then to the extent of such failure by AEG&T and
for so long as such failure continues, HEA and MEA shall
each be obligated to meet directly its respective share of
AEG&T"s payment obligations in the same manner as if HEA
and MEA were individual Purchasers obligated to make pay-—
ment in accordance with Section 7 and Section 9. All
rights and remedies available to the Authority and/or to
the other Purchasers against AEG&T shall also be available
to the Authority and the other Purchasers against HEA and
MEA to the extent of the respective individual share of
HEA and/or MEA, as applicable. For purposes of this Sec—
tion 30(b), HEA"s share shall be a Percentage Share of
Project Capacity equal to 12.0 percent, and MEA"s share
shall be a Percentage Share of Project Capacity equal to
13.8 percent.

©) Arrangements among HEA, MEA, and AEG&T. In
accordance with the provisions of Section 30(a) and sub-—
ject to the provisions of Section 30(b), AEG&T as a Pur—
chaser hereunder shall act on behalf of HEA and MEA for
purposes of power deliveries, billing, payment, notifica—
tion, and other communications under this Agreement.
AEG&T shall be, on behalf of HEA and/or MEA, the Purchaser
from the Authority and the re-seller to HEA and/or MEA of
power to be taken by HEA and/or by MEA under this Agree—
ment. Further, AEG&T will receive, on behalf of HEA
and/or MEA, all billings and other communications under
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this Agreement, and AEG&T will be required to pay such
bills for and on behalf of HEA and/or MEA from funds made
available to AEG&T by HEA and/or MEA for this purpose.

Section 31. Capitalization Of Certain Costs Of Pur—
chasers .

(a) Promptly after the Committee 1is formed, and
before the Authority first 1issues Bonds, the Purchaser
members of the Committee shall determine by the affirma-—
tive vote of members whose Percentage Shares equal or ex—
ceed eighty percent (80%) of Project Capacity and of An-—
nual Project Costs:

(i) whether and to what extent the costs
borne by the Purchasers pursuant tothe last sentence
of Section 13(a) should be capitalized through issu—
ance of additional Bonds, with the costs of debt ser—
vice on those additional Bonds to be added to Annual
Project Costs? and

(ii) whether and to what extent the costs
incurred by the 1individual Purchasers 1in conjunction
with this Agreement prior to the Date of Commercial
Operation should be capitalized and reimbursed
through 1issuance of additional Bonds, and whether and
to what extent the costs of debt service on those
additional Bonds should be added to Annual Project
Costs and allocated among Purchasers either in ac-—
cordance with their respective Percentage Shares or
in some other manner.

(b) IT the Purchasers provide the Authority
with a written determination that additional Bonds should
be 1issued for either or both of the foregoing purposes,
then notwithstanding any other provision of this Agree—
ment, the Authority shall issue additional Bonds 1in the
requisite principal amount, allocate the proceeds of such
additional Bonds among the appropriate Purchasers 1in ac-—
cordance with such written determination, and include the
costs of debt service on such additional Bonds 1in Annual
Project Costs? provided, that the Authority shall not be
obligated to 1issue such additional Bonds unless the Auth-—
ority is reasonably able to do so in conjunction with the
issuance of other Bonds? and provided further, that the
allocation among Purchasers of the costs of debt service
on additional Bonds issued for the purpose set forth in
Section 31(a)(ii) shall be made 1in the manner specified 1in
such written determination.

Section 32. Efforts To Obtain Intertie. The Pur—

chasers recognize the 1importance of the completion of a satis—
factory high-capacity Fairbanks to Kenai Peninsula transmission
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intertie, and of full $218 million funding for the Project, and
agree to continue all reasonable efforts to obtain sufficient
state funding for such transmission intertie and Bradley Lake.

IN WITNESS WHEREOF, the parties have caused this Ag-—
reement to be executed the day and year first above written.

THE ALASKA POWER AUTHORITY

By

As

ALASKA ELECTRIC GENERATION & TRANSMISSION COOPERATIVE, [INC.

By

As

CHUGACH ELECTRIC ASSOCIATION, INC.

By

As

HOMER ELECTRIC ASSOCIATION, INC.

By

As
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GOLDEN VALLEY ELECTRIC ASSOCIATION, INC.

By

As

MATANUSKA ELECTRIC ASSOCIATION, INC.

By

As

By

As

THE MUNICIPALITY OF ANCHORAGE d/b/a MUNICIPAL LIGHT AND POWER

By

As

THE CITY OF SEWARD d/b/a SEWARD ELECTRIC SYSTEM

BY

As
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Senator Jofjn JB. Gfack) Cogfjill
Slafifea g>tate legislature

box v
Jui..au. Alaska OOft 11
(907) 405-4707

box 55026
.m\orth Pole. Alaska 00705
(007) 466 0602

M EMORANDUM

To: Representative Sam Cotton, Co-Chair House Resources
Representative Adelheid Herrmann, Co-Chair House Resources

From: Senator John B. Coghi
Re: SB 206
Date: April 27, 1988

This version of SB 206 allows the Alaska Power Authority to
function more efficiently and effectively without a continual
drain of the general fund.

While this committee substitute does not do nearly half as much
as my original version, it is a concise bill which achieves two
important purposes: assists rural energy consumers and gives
needed bonding authority to the APA.

Sect. 1 Allows statutory recognition of the project management
committees who used to operate and manage APA projects. Would
decrease bond buyers®™ concerns.

Sect. 2 Amends the existing statute by adding school districts,
regional education attendance areas and business enterprises to
entities that qualify for loans from the power project fund.

Also allows the 1loan fund to be used for consumer end-use
conservation improvements and for acquisitions of bulk fuel other
energy resources.

Sect. 3 Defines "business enterprise”™ as defined by the Alaska
Industrial Development Authority.

Sect. 4 Allows APA to issue bonds for any programs, activities
or projects allowed by the power project fund as enumerated 1in
the statutes. Allows APA to pledge the principal and interest
repayments and other earnings as collateral for the bonds.

Sect. 5 Allows Rural Electrification Revolving Loan Fund to be
funded from the power project fund. Loan criteria are modified



to allocate half of the funds available to extend service along
state highways.

eSect. 6 Changes loans evaluation criteria from economic to
financial feasibility.

Sect. 7 Effective date clause



Alaska Power Authority

TO: Bepresentative Sam Cotten, Co-Chair

L «

Arcl e
-ur<alr

FROM:  Rob,

DATE: April 27, 1988

RE: HCS CSSB 206
Section Analysis

SEC. 1: Provides legislative recognition and statutory authority to
the creation, under contract, of a project management committee.
Project management committees, under current contracts with the
Alaska Power Authority, operate and manage APA power projects. The
powers of a project management, with respect to the power project,
are to be determined by the contract and may include the
responsibility for the management, operation and maintenance of the
project. Allows the committee, as provided for in the contract, to
have a separate legal existence and other powers necessary for its

purposes.

SEC. 2: Adds school districts, regional educational attendance
areas and business enterprises to entities that qualify for loans
from the Power Project Fund. Additionally expands purpose of loans
to include acquisition of bulk fuel or proven reserves of gas, oil,
coal, geo"”ermal or other energy resources and end-use improvements

to reduce energy demand.

SEC. 3: Provides for the definition of "business enterprise" as
having the same meaning as defined under AS 44.88.220" "Business
enterprise means a single proprietorship, cooperative, corporation,
firm, partnership, or other association of persons organized in any

manner, Tfor any credit worthy purpose.”

SEC. 4: Allows the APA to issue bonds for any of the revenue
producing programs, activities, or projects authorized under the
Power Project Fund as enumerated in the statutes. Allows the APA to
pledge a portion of the principal and interest from loan repayments
to the Power Project Fund and other earnings as security for the
bonds. Enhances the credit worthiness of power project bonds.

SEC. 5: Adds new language to existing statute relating to the types
of loans the APA may make from the Rural Electrification Revolving
Loan Fund (RERLF). Stipulates that RERLF applications for loans to
extend service along state roads or highways shall be given priority
for up to one-half of the funds available for RERLF loans.

SEC. 6: changes RERLF loan evaluation criteria from economic to
financial feasibility.

89/J08/1
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Alaska State Legislature
HOUSE OF REPRESENTATIVES

Committee on Finance
Official Business P.0. Box v
State Capitol

Juneau, Alaska 99811

TO: Representative Sam Cotien
Cl
FROM. Representative Ray Br , 3\

\

SUBJ. HB 483/Bradley Loan Legislation
and HB 238/Integrated Resource Planning

DATE: April 21, 1<188 [ A

As you know. HB 238 was recently reported out of the Resources Committee
in a greatly compromised form which provides for the Railbelt utilities to
prepare integrated resource plans which adequately address both supply-
side and demand-side energy development opportunities.

During the evolution of HB 238 the utilities have argued that while they
support integrated resource planning, they would urge an incentive-based
approach. In the spirit of compromise. | have supported amendments to the
bill which eliminated the enforcement mechanism originally included in the
bill lie API'C pre-project approval) Accordingly, as the bill now stands, the
quality of the planning process will largely depend on ihe good-failh efforts
and self-in'.erest of the utilities involved

As l1have noted to you previously and consistent with the utility position
that integrated resource planning should be incentive-based, | would like to
ask your support to ensure that the utilities have a sufficient incentive to
prepare the integrated resource plans called for under the plan. To
accomplish this. 1would propose to condition the availability of future state
subsidies for the ' ailbelt utilities upon having an approved integrated
resource plan

Specifically. | propose to attach the planning requirements of HB 238 as a
condition of gaining access to state subsidies from the Railbelt energy
account" that would be established by HB 483. Conceptually, the loan for
Bradley would be made as provided for in HB 483. but future borrowing or



financing from the fund would be conditioned by the necessity of having an
approved integrated resource plan.

From a poiicy perspective, this wouid ensure that future stale subsidies (in
the form of low interest loans or public bond financing i would be consistent
with a comprehensive planning effort. Al the same lime, attaching the
planning requirements to HB *183 and making future subsidies contingent
upon an approved plan would ensure that the planning requirements were
taken seriously by the utilities. Again, this approach would be consistent
with the utilities general philosophy of having the planning requirements
based on incentives tie. access to state financing or subsidies).

If you are receptive to this approach, please so indicate to Representative
Adams as soon as possible so that we can schedule HB 238 and 239 for
consideration in Represent, ;ve Pourchol s subcommittee, which is
considering HB 482 and 483.

Thank you.
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AMENDMENT p £ 5?2 J-"P"~A"ENT

Offered in the HOUSE

TO: CSHB 238( )

Page 1, line
Delete

Insert

7:

"reports”

"plans; Jlimiting construction of certain power

providing for an effective date”

Page 6, line
Delete

Insert

Page 6, afte

Insert

18:
"a new section”

"new sections"

r line 22:

the following new material to read:

By Brown

projects; and

"Sec. 46 .83.087. COMPLIANCE WITH INTEGRATED RESOURCE PLAN. The

authority may

not participate 1in the financing, acquiring, or con—

structing of a power project that is intended to provide electricity

to an
project
plan.

* Sec. 4.

systenm,

appurtenances, including a divided or undivided interest

electric utility that 1is subject to AS 42.05.294 unless the

is consistent with the utility"s approved integrated resource

AS 44.83.230(4) 1is amended to read:

4 "power project” or “"project” me”ns

a

plant, works,

or facility, together with related or necessary facilities and

-l-

in or a right

4/ 18/88



5-0638Xa
Cramer

to thp capacity of a power “Teject or project, chat
(A) is used or is useful for the purpose of
(i) [(A)] electrical orthermal energy production
other than nuclear energy production;
(i) [(B)] waste energy utilization and
conservation; or
(ii1) [(C)] transmission, purchase, sale, exchange,
and interchange of electrical or thermal energy, 1including
district heating or interties; and
(B) meets the requirement of AS 44.83.087, if applica—

ble;"

Renumber remaining bill section accordingly.

Page 6, after line 25
Insert a new bill section co read:
"* Sec. 6.AS 44.83.087, enacted by sec. 3 of this Act, and the amend—
ment toAS 44.83.230(4) made by sec. 4 of thisAct take effect May 15,

1991

-2- 4/ 18/88
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TO: The Honorable Steve Coper DATE: May 8, 1987
Governor

FROM: Mary Halioran * PHONE: 465-3568
Director

Jack Kreinheder H
Senior Analyst. * °

SUBJECT: CS33 206 (Finance) and Railbelt Interties

The Senate Finance Committee substitute for SE 206 raises major
policy issues concerning the proposed Railbelt cransmission
intertie project, the consolidation of several energy loan funds,
and funding for the Power Cost Equalization program. We need to
confirm the administration®s position on each of these 1issues. The
bill is now in Senate Rules awaiting scheduling for a floor vote.

The Finance Committee substitute is a much expanded version of the
original SB 206. The original bill, sponsored by Sens. Coghill and
Faiks, was intended mainly to facilitate construction of the
Railbelt intertie projects by exempting interties from the project
approval process required under current law. The Finance Committee
substitute would also combine six existing funds, including the
Railbelt Energy Fund, into a new "power project revolving fund,™
with the income of the fund to be used for the Power Cost
Equalization program and to make loans for future power projects.

This memorandum focuses on the major policy 1issues cited above and
does not discuss each section 1in the bill. A sectional analysis
has already been prepared by Senator Coghill®"s office; this
analysis is attached.

The Railbelt Interties and the Project Approval Process

Section 9 of the bill amends AS 44.83.187(d) to provide that
transmission interties are not subject to the project _pcroval
proci. ;S required by AS 44.83.177 - 44.83.135. This legislation has
been requested by the Railbelt utilities because they want a final,



Governor Steve Cowper
May 8, 1987
Page 2

irrevocable commitment to construct the Railbelt interties from the
legislature this session, 1in order to meet their requirements for
signing power sales agreements for the Bradley Lake project,
Apparently, the utilities are concerned that if the iInterties must
complete the project approval process, there 1is a possibility that
the Legislature could later revoke its approval of the interties 1if
the detailed feasibility studies prove to be less promising than
the preliminary studies completed to date. The utilities would
already have committed to purchase Bradley Lake power by that time.

There 1is currently a difference of opinion between the Department
of Law and the. Legislative Division of Legal Services on the
applicability of the project approval process to transmission
interties. The Department of Law has issued an opinion that
interties are subject to the requirements of the approval process,
while the Division of Legal Services recently issued an opinion to
the contrary. The sponsors of SB 206 maintain that the legislation
is intended to resolve this ambiguity. Note, however, that the
Anchorage-Fairbanks interti< which was constructed in 1984 did
complete the full project approval process and this issue was not
raised at that time.

From a policy standpoint, the key issues concerning Section 9 of SB
206 are the following:

e Is it fiscally responsible to exempt an intertie project
which 1is estimated to cost approximately $200 million and is
proposed to be financed entirely by State funds from the
careful study and review required by the project approval
process?

e Do the preliminary recon. aissance-level studies which have
been completed by the Power Authority to date provide an
adequate basis for the State to now make an irrevocable
commitment to construct the interties, as the Railbelt
utilities have requested?

We believe that the answer to both of these questions 1is no. The
project approval process was enacted by the legislature, with
support from the Hammond Administration, to ensure that State
investments in power projects are economically ar.d fiscally sound,
with minimum risk of cost overruns, rate impacts, and other

potential liabilities. These oojectives are as valid and as
necessary today as they were in 1980 when the legislation was
enacted. The "fast-track™ project development process recommended

by the 1intertie advocates does not fulfill these objectives.

At its April 22nd meeting, the Power Authority Beard of Directors
passed a motion opposing this provision of SB 2C6, arguing that
exempting the interties from detailed studies ar.d review was not a



Governor Steve Cowper
May 8, 1987
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prudent project development strateqy. The board noted that this
statement did not reflect any view on the merits of the intertie
project, but rather a position that completing the project approval
process was an essential prerequisite to construction of the

interties.

The Executive Director of the Power Authority has stated that even
if SB 206 is enacted, the Authority will be required by 1its own
regulations and policies to complete the approval process for the
interties. Therefore, it is unclear what the Railbelt utilities
would gain from the intertie exemption, other than some intangible
assurance that the legislature would ignore the results of the
detailed feasibility studies and OMB"s review.

The proponents of the Railbelt interties cite several arguments 1in
favor of exempting the interties from the project approval process:

e The Railbelt Energy Council was established by the
legislature to recommend the best use of the Railbelt Energy
Fund, and the Council determined that the intertie project
was the most beneficial project;

e The preliminary intertie studies completed by the APA show
positive econ .nic benefits from the project;

e The Railbelt interties have benefits which are difficult to
quantify, such as 1increased competition among fuel
suppliers. Therefore, the 1interties must be evaluated on
public policy grounds, rather than strictly on the basis of
economic feasibility;

e If the legislature does not enact this provision and commit
to construction of the interties this session, the Railbelt
utilities will not sign power sales agreements for the
Bradley Lake project, requiring the project to be delayed
for a year cr more while defiled feasibility and design
studies are completed.

While each of these arguments ;.aS some merit, we believe that none
of them outweigh the State®s responsibility to verify the need for
the interties, their expected benefits and construction costs, and
related issues before committing to a $200 million capital
expenditure. The 1intertie studies which have been completed under
contract by the APA were competently done considering the severe
time and fiscal constraints on the studies, but they represent a
fraction of the effort which would ordinarily be completed before
the Power Authority 3ocard or OMB would recommend project
construction. Less than $500,000 has been spent on these studies
to date, of which jJust $25,000 was dev..ted to evaluating the
economic feasibility of the interties. This limited budget did
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not allow any sensitivity analysis of the effect of changes in fuel
prices, Jload growth, or other factors on project feasibility.

Under the statutory project approval process, these preliminary
studies would be reviewed by OMB to determine if the project
warranted further study. If OMB approved the preliminary studies,
approximately $15 - 20 million would then be spent on detailed
design, cost estimation, and feasibility analysis before any
recommendation to construct the projects would be made.

Committing to the construction of the Railbelt interties before
these detailed studies are undertaken presents an unacceptable risk
of higher construction costs, lower economic benefits, and other
liabilities.

If the utilities were required to fund a major portion of the
interties, rather than relying entirely on State financing, they
would probably require more detailed fea;. ibility studies before
agreeing to pay for their share of the project. With full State
financing of the interties, there 1is no "market zest" for the
projects, because the utilities have no capital at risk. For this
reason, the interties should ©perhaps be evaluated more carefully
than the Power Authority®™s previous hydro projects, 1in which the
utilities do have finanrial participation.

As you know, an appropriation of $200 million fo: _ne Railbelt
interties was recently added to the Senate budget. At a minimum,
we recommend opposing exemption of the interties from the project
approval process and seeking legislative intent language to
accompany the appropriation which would state that the interties
must complete the approval process. As long as the appropriation
is not binding and the approval process 1is followed, it is probably
not necessary to take a position on the appropriation 1itself.

The Railbelt utilities may respond to this approach by refusing to

sign power sales agreements for the Bradley Lake project. We will
then be faced with the choice of delaying or shutting down the
project. We feel that the additional $6 - 10 million cost of a

one-year delay for Bradley Lake 1is preferable to a premature
commitment to construction of the interties.

Consolidation of Energy Funds / PCEJyncijnqg

The second major element of SB 206, which was added in the Finance
Committee substitute, would consolidate six existing energy funds
into a new "power project revolving fund" (See attached chart for
list of funds, loan terms, and earnings). Repayments of loan
principal and interest would be retained in the fund, whiie the
interest earnings of the fund itself would revert to the general
fund. A key provision of the bill is that the fzrst priority for
use of the moneys in the new fund would be to fully fund the Power
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Cost Equalization program. It appears that this provision 1is
simply a bargaining chip to secure support of rural legislators fo
the Railbelt intertie appropriation.

However, the cash flows which would be deposited in the new fund
are insufficient to meet even half of the long-term funding
requirements for Power Cost Equalization, much less other power

projects. In FY 88, only about $9.4 million would flow into the
fund -- about $6.4 million from the 4-dam pool loan, an additional
$1.9 million from the power project fund, and $0.12 million from
the rural electrification revolving loan fund. An additional $23

25 million m"y be ava_lable from the balance of the Railbelt Energ
Fund that 1is not required for the interties and Bradley Lake;
however, this amount would only fund PCE for 1 -2 vyears.

Therefore, all of the fund"s 1income (plus other appropriations)
would be required to partially fund PCE for the foreseeable
future, with no remaining money for other power projects. This
approach does not seem to be a viable method for funding Alaska“"s
energy needs, which include rural electrification and waste heat
and other efficiency projects.

A related policy 1issue is that this proposal conflicts with the
Administration™s position as reflected by HB 120, which would
return the 1income from the 4-dam pool 1loan to the general fund (HB
120 was passed by the House and is now 1in Senate Resources). SB
206 would commit a significant source of revenue for the State to
the Power Project Revolving fund and appears to raise the same
dedicated fund issue which we have addressed through HB 120. In
addition, SB 206 would further limit the State®"s flexibility in
dealing with revenue fluctuations by reducing available general

funds.

Please let us know if you would like additional information on
these issues.



P O Ho\ V, Stale Capitol
Juneau. Alaska '>®8LI-j|0f
Mail Stop 3100
(907) 4h5-J99I

January 12, 1988
TO: Repre® ~ntative Max Gruenberg
ATTN: Mark Handley n

FROM: Gretchen Keiser
Legislative ".nalyst

RE: Railbelt Energy Fund: Status and Legislation
Research Request 88.115

You requested this agency to provide a summary of the Railbelt Energy Fund
including ""he following: 1) the current fund balance and investment port—
folio; and 2) all legislation relating to its creation and use.

The Railbelt Energy Fund (REF) was established in 1986 as a separate fund
within the State®s General Fund. According to AS 37.05.153, the Department
of Revenue manages the fund, interest earned on the balance can be appro—
priated into the fund annually, and the legislature may appropriate money
from the fund to ..."assist in meeting Railbelt energy needs."

As of January 4, 1988, the REF balance was $227.7 million. The REF 1is
invested primarily 1in U.S. Treasury obligations along with other moneys in

the State"s General Fund. The current yield of ail General Fund invest—
ments equals roughly 7.9 percent. To date, the legislature has not appro—
priated the earnings of the REF into the fund. We estimate accumulated

interest earnings by the end of FY 88 to be roughly S44 million.

AAccording to Milt Barker, Deputy Commissioner of the Department of
Revenue, the exact amount of interest earnings can be calculated for any
previous period or estimated through FY 88 if you so desire.
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Legislation relating to the Railbelt Energy Fund is summarized below.

1986 Legislation. (Attachment A):
The Railbelt Energy Fund was created (HB 599; 29 SLA 86).

The Railbelt Energy Council was established to, 1in part,
..."recommend the best options for planning, financing,
constructing, and managing electric power facilities in the
Railbelt area;..." (HCS CSSB 468; 30 SLA 86.) The council was
disbanded as of June 30, 1987.

An initial appropriation of S200 million, plus reappropriations of
unexpended portions of prior Susitna Hydroelectric project appro—
priations (from 1979 - 1985), were made to the Railbelt Energy
Fund (CSHB 477; 41 SLA 86). The original fund balance was roughly
5283 mill ion.

A $2.5 million appropriation was made from the Railbelt Energy
Fund to the Alaska Power Authority for ..."a review and evaluation
of Railbelt electric power alternatives including coal-based
generation, natural gas-based generation, conservation, the Devil
Canyon hydroelectric project and other hydroelectric
alternatives.” (Cfr8 477; 42 SLA 86).

1987 Legislation. (Attachment B):

A $50 million appropriation was made from the Railbelt Energy Fund
to the Alaska Power Authority for the Bradley Lake Hydroelectric
Project (SB 159; 96 SLA 87).

The $2.5 million appropriation in 1956 for Railbelt electric power

alternatives was amended to allow the money to be spent ..."prepar—
ing studies required under AS 44.83.177 - .185 for electric inter—
ties between the Kenai Peninsula and Fairbanks.” [CCSHB 29

(Section 150); 3 FSSLA 87.]

Two bills are pending before the 1988 legislature in the House Resources
Committee: (Attachment C):

SCS CSHB 234 would make two appropriations from the Railbelt
Energy Fund to the Alaska Power Authority including: 1) $100
million to upgrade the Anchorage-Fairbanks intertie; and 2) $100
million to upgrade the Anchorage-Kenai Peninsula intertie.
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January 12, 1988

Page 3

CSSB 206 would replace the Power Development Fund with a new
Power Project Revolving rund (PPRF) within the Alaska Power
Authority. The bill, as passed by the Senate, would establish a
financing mechanism whereby Jloans and grants could be made
annually from this fund for various projects, with full funding of
the Power Cost Equalization program being the first priority.
Under last year®s proposal, the PPRF would be initially funded by
the balance of the Railbelt Energy Fund after the $200 million
appropriation to the Railbelt interties (under SCS CSHB 284 above)
and S50 million appropriation to the Bradley Lake Hydroelectric

project.

For additional history of the origins of the Railbelt Energy Fund, pjease
refer to House Research Agency Memorandum 87.152 (Attachment D). Ir you

have any questions on this information, please contact me.

Attachments



ATTACHMENT A
1986 Legislation
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Revisor's nolos. — Enacted as AS SI.LA 1986. makes this section effective
37 05.156. Renumbered in 1986. April 24, 1986, in accordance with AS
Effective dales. — Section 2, ch. 17. 01 10.0TOic).

Sec. 37.05.153. Railbelt energy fund. There is established in the
general fund the Railbelt energy fund. The fund consists of money
appropriated to it by the legislature. The Department of Revenue
shall manage the fund. Interest received on money in the fund shall be
accounted for separately and may be appropriated into the fund annu-
ally. The legislature may appropriate money from the fund to assist in
meeting Railbelt energy needs. <€ 1 oh 29 SLA 1986)

Rcvi.sor'a notes. — Enacted as AS Effective dales. — Section 2. ch. 29,
44.25.050. Renumbered in 198G. SLA 1986. makes this section effective
Cross references. — For railbetl en- May 24. 1966, in accordance with AS

ergy council formed to review railbelt en-  01.10 070(c).
ergy problems and needs, see ch. 30, SLA
1986, in the Temporary and Special Acts.

Sec. 37.05.155. [Renumbered as AS 37.05.151]

Sec. 37.05.15(3. Budget reserve fund; appropriation limit,
(@) There is established as a separate fund in the state treasury the
budget reserve fund. The budget reserve fund consists of appropria-
tions to the fund. Money received by the state that is subject to the
appropriation limit under (b) of this section and that exceeds that
limit, may be appropriated to the budget reserve fund.

Ib) Except for appropriations to the permanent fund or for Alaska
permanent fund dividends, appropriations to the budget reserve fund,
appropriations of revenue bond proceeds, appropriations required to
pay the principal and interest on general oblige tion bonds, and appro-
priations of money received from a nonstate source in trust for a spe-
cific purpose, including revenue of a public enterprise or public corpo-
ration of the state that issues revenue bonds, appropriations from the
treasury made in a fiscal year may not exceed appropriations made in
the preceding fiscal year by more than five percent plus the change in
population and inflation since the beginning of the preceding fiscal
year. For purposes of applying this limit an appropriation is consid-
ered to bo made in the fiscal year in which it is enacted and a reappro-
priation remains attributed to the fiscal year in which the original
appropriation is enacted. The determination of the change in popula-
tion for purposes of this subsection shall be based on an annual esti-
mate of population by the Department of Labor. The determination of
the change in inflation for purposes of this subsection shall be based
on the Consumer Price Index for all urban consumers for Anchorage
prepared by the United Stales Bureau of Labor Statistics. The amount
of money received by the state that is subject to the appropriation
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Chapter 30

AM ACT
Creating the Railbelt energy council i and providing

for an effective dace.

* SecClon 1. FINDINGS. The legialature finds that

0O) state energy policy should change 1iron a policy of the

jtate assuming responsibility for providing electric power to a policy of

the state assisting the private sector andpublic utilities to provide

idEqtince electric power at reasonable costs

(2) state funds available for energy development should be used

;0 ssslst In financing projects that utilities cannot finance thccselvesi
(3) utilities should be encouraged to assume the responsibility

of regional power generation and transmission rather than relying on the

state;

4) energy planning and financing must be efficient and cost-

effective;

%) the Railbelt energy fund should be used if necessary to

develop power crojects chat will rseet market investment criteria;

(6) the Railbelt area generally consists of the region of the

scace extending from Fairbanks to Rcmer and served by Che Golden Valley

Electric Association, the Fairbanks Municipal Utilities Systenm, the

Hacar.uska Electric Association, the Chugach Electric Association, Anchorage

Municipal Light ar.d rower, the Seward Electric System, and the Hcmer Elec-
trie Association “icilicies.

r Sec. 2. C*JINCIL CEIATED. (a) The Railbelc energy council is
-\- riCS C.S55 -63«leans)



Chapter 30
1 ts t.ti>"shed Co

. ) recommend the best options for planning, financing, con-

e itrncting, and managing electric power facilities in the Railbelt area;

“ ) examine all alternatives and recorrsend the
5 meeting projected Railbelt electrical energy demand;

"3 recommend alternative financing
” private sector and public utilities
e Railbelt area;
i (4) determine whether a regional
10, utility organization can

" r.umers;
(5) cooperace with the Alaska Power
1J; feasibility and desirability of energy projects.

14~ (b) Membership on the council consists of two
15 the governon two senators
151 members of the house of
representative from each of the seven Railbelt utilities.

house; and one

“3i (c) 3y February 1S, 1987, <che council

1?7 cions co the legislature.
508 * Sec. 3. This Act is repealed June 30, 1987,

Z-é- <FSec. 4. This Act cakes effect iroediately in accordance with AS 01.
10.070(c) -

27*

HCS CSS3 468(Loans)

best .tothed fcr

plans for insisting the

to meet Che future energy needs of the

generation and transmission j

operate to the best interests of utility ccr.-
Authority to examine the

members appointed by .
appointed by the president of the stnace; tvs

representac. ;a appointed by the speaker of the

shall report its recottre ds*

Thrah LAV/S OF ALASKA

Source
SB 47S m
AN ACT

Desirmtlhg the voollv mamoth (Macrsuthus
it ire fossil.

BE (TENACTED BY THE LEGISLATURE OF THE STATE OF

THE ACT -OLLT 3 ON PACE 1. hi"FC

Approved by che Governor: May 24. 1986
Actual Effective Date: August 22. 1966



hn.ipter <1

Ail At. 1
Kukinft, jmeudind, und repeal tux. uppropri.it tons fur enercy

programs; aud providing for uii elleCtlvc date.

* Section 1. Section 3, ch. SO. Slu\ 19bi, puge 8. lir.i e tbu.lt.. m
 **»tecllic Project Financing - Sc00.000.000) 1i. rej.ealed
 Sec. 2. Section 3.ch. 96. SLA 19b5. puxe 9. line 3 tbradley L»..e
eeJluelectlie Financing -SS0.000.000) is tepehled
e Sec. 3. Section 26. ch. 96. SLA 19bl, page 19. une Is (I'-wer f\...t
>-iluution - $21,700,000) is ripe.led.
* Sec. 4. The sum oil $200.000.000 i: ..ppri pi iale.l 11. « tUgeneral lore'
iln* Railbelt mergy fund (AS At.21.09*) ter the purpose o. fc.ii.-ii.
development
* Sec. S. Tile s in of 6S0.000.001) 11, ..... r. pi 1a* e fromth- ¢ *e««)
*1. power development fund iAS 44.hi.tr "> f-r the puijioti i. e*. .
r hiiidley l.ake hydroelectric pruned.
e Sec. 6. The auir of $21,/00.Uh0 1. appropr i.»ted troir. the t»r..;ul
the power oust equuliifallon fund CAb 44.bi.lb?> fur rlw .arp.-e uw
wditig power coat equalization Lu unildea.
' Sec. 7. AS (.4.63.161 |Is untended to le.nl.
Sec. (.4.62.161. inOITKitllU.) i.I'l'SOPhIATiu.i hi It PO'-TP. on'T .M,":."!
iiATI10i!. The sum ui Slb.310*.000 is uppi. |iluted ..n July I. Its--, t-=
IUK SUM OK $71,700,000 IS APPROPKI.ViU) Oh JULY I Or KACii t.L'PSEV-T...

FISCAL YLAit| from the p=>eiierul [I'uiul ti the p-‘'wer cost eijuul:cat mn

aaa&baawr



ammst

Chapter 41

. i hapiel i
lar serj it t eUna studies - i0.1/B.OUO) ii repeal.-. ER T | prlaled 2?2 the
* <it i= AS *  63.410 i abi, i.de.t Co read. ~111. 11 ci.eigy fend <AS 44.74.1°U).
ie 44.BJ1A4I0. [COM'I MIIDC| AI'FhCil'lUAIUth FOR KA ; " Sri. Ij. The uiieapehded, unuhUyai ed .n.l c«..«me «> bal,,!.,
isi yhi NiTXNT  isijshna KivhK iivi/Kofi.kctkh: [I'Kujecti . tin* su® % «i'ru).rlitl it made by m'u. Mi. %</ DLA ; Mi
vn.0.00U.UOO ib apprupri.ilel un lJuly 1 1984x (ANb THE M.T. Cii* .iijetc luml, feasibility awlrM . "PLI- Svji-r;* e« n . u i i i lew-i.-w
f-Jiu.udl.Ua0 IS Alinol KIATKD Oil JULY « OK EACH M BSEQUENT KibC.nl. YEA* 1 1] ten, pruptiate.l lo thr lallbelc L-irrty for.J 4] ... -1
ltom iL« vy.chctril fund to Lhe authority for deposit in the powui dcvel* * Sec. 14 Section fc el.. jo. SLA we irrlde-d by bC . e 1w
fund (AS 44.0j.38?) fvr ihe putpuse of Kdilholi1 cm-iyt> dcvelst; 1 HA Idb2. arc. - eb. tCb. SIA IBBI <1 icm IVIocb. 104 MA Ibs4 1
ment IFRUITY INVESTMENT IN, AMi KATE STABILIZATION  FOR, Hill.5CSIIM**  iXeialed Lo lead:
RIVER 1iVhKOhI.ECTHU) PROJECT). 4 Sec. fc Il.r  iUD ot £W,6M3mMii iSjO.0.3.JoU| n SiL, v tind
S.4 </. AS 44.RJ.4/U la amended In lead: f tci.ia tbe general t.in] to ibe AlaoKo tUUVI Aucl.-rit> lot
Sr.. 44.hJ.4i0.  ICOSTIKill1011 API'HOPKIATIOIL FOR ItKRM.FY LAii.si btudlen, precoi.itriictu il deatan. LB eiir.ineorli.E lo L0 doCd )
|
Ii'inKOILLII. TKIC I'KOJIXT. The sum of $$0,000,000 isappropriated o:f ; the tullowli,*. [ii.J.u»cil (.1"ojrila:
uly 1, IUK EACH FISCAL YKAKJ from the p.encrai fund In tlci*| Cruie. t .
mil hoi Ity loi iii pu:iit in ihe power deve lo}i<anilund (AS44.t0.352) fc:|n! (1) HLicV. Bear bake 1,10 07}
“he pwrjom? id Liiii.iii. HIfE PEQITIY  li<Vh!i''HKII7111, AND KATE SI'Ab11.17*, ill  Chester lave 10 Jo.c0
TP:1KoR,] (he brailley laKc hydroelectric project. 0) Chakacliamiia lake Vv Lo
* St .. <o.The unexpended, unobligated, and uuencuiiibered balance ot tto* (4) Hiant |llike - uoo - Gul
§ pr.,iiai =.mn  ».ec. K of this Acl irepealed and reappu pi i.ited 10 lit 1 (5;  bethel rejjitinal slu.ly/Kis.tju>11 1.co0.coo
I*alibi It eliefp.v land (AS 44.21>.GSU). o 1) Fewer Creek vz
* Sec. Il. it 1ltalians, ens.ur.bi .mce:», and expend! lures incurred uraitiSi,* 17> [SCM IbA <. o buJ
.
appruptiiil <“iis repealed or amended in secs. | - Jand 7 - 9 of ihis Acl an (C)  Tiii:11*11» lake -uou.v.o
ii.*. 1deicl M I#a| ions, enoimh: auces , and expendi cine:. of tbe «pi»rnpric Cj) West Creel 1,00 .~ j
ele - etedeled in 4 -0 nJ tlilf* Act. The appl »ipriat lotia cli<U .=d it (10) Biii.ll ow.” ii'l 1y teasllilllly Mo.t-.s.
i P aid hi ill this Aci do in*l appmpiiale any Hifui: money thali W-al* Akl.Ina, Aktllatt, Al'hlei . Ai. .e..t*, ihiymr,.
[livie @V i,yi«ji by (lie appl upi lal inns imnuad m repealed in nn =, , (L2 ilE dajii bl 111, Lake. 0, LGV
1- i/« fit "hi* At* C....d 1.4, Kit,.. Fal . F,.is« ......... B..y-
4*ii iHie hisepenled. il i i «lainl  iineiuvinbesd bal due 1) Clay iG> iai-iaviv, Ivaliell Fal, laltar',
WP e i *uas dindi L)AL, 0N [(e, hiHA 19/ (i) fliw et The (e*ve< nor I'E Rail'll, Liaiia, 11" "eve. l.r-.i r Vv
( W . *,«Knidi .a S - ¥ -1- lilii- e Cfit.d
» L "»f ‘/;V'v\.'v—.; T - BV oY L Vlrtr-y - ... * rmn A



«l,pt.] |

Nik.. 1ski, Old Harbor, Fetryvllle,

S.ar.si.iii h..y, Stitmn.ik. Tenakee Springs,

*, pi.-k, Unalaska 1,613,600

* 1 The inrrpenlci!, uuul)lljpited and iitici.cuii.bered balance of if’

W leri.ti.s .l1,1 allocution repealed by sec. 14 of this Act (Susitn* «

, » . ie.ippi « iluted to the Rullbclt energy fund (AS 44.23.01)0).

*?,. lhe unex pcirdedf unobligated and unencumbered balance of th«

» ; 16  j.i(l16*nr. .deby sec. 73,ch. 101, bl-A 1Y82, (Al.i&Ka Power Authority,

i studies - $23,600,000) is repealed and rcuppioprlated to Ih*

lalii . o ¢f lund (AS 44.23.030).
' . ./ Til-, unexpended, unobligated and uneucuu.beiud balance of Ib*

lun r.idc by sec. 34. ch. 107, SILA 1983, page 09, line 23 (Al«»**

3 -ei .. :i riIfy, Susilnu - $28,000,000) Is repealed and reappropridCtd w

Hu* i .tIt* i* »nergy fund (AS 44.23.030).

* K eey, .« Tie unexpended, unobligated and unencumbered balance of il«
R PA T diitiivaile 1 sec. j 19, ch. 1/1, SI.A 1984, page 33, line 1) (Al*i»v#
i : Aui.vrsiy. Sustlu.i - $32,000,000)la repealed and rcappropriated (e

¥ | e | oi» cxmmi»y lund (AS 44.23.030).

St 19. The .'ipprnpr inl Inna In secs. 4, 3, 0, 7, 10, 12, 13, **

> ? «. in:*, At( hie Il i iii(al prnjectii, <im do <<( lapse,
> 1l - ie u, n

* o eee¢(uUuU,:. I - 3 and 3 -9 »d tins Act aie letroactlvce t

* he* 1 ili». Al tnFes ellect oil the elleCllve date ol all Act Cicai

»# *le rii*@i( inefgv tilid,

P <h Tiin il te “4-

LAWS OF ALASKA
UK

Sourc*

CSS3 477(FIn)
AN ACT
'Nikiiu; it sueci.il ,iuiiroprl.it lon t.i the Alaska i'ovier Authority

for reviewing anil evaluating Railbelt electric nowei altirr.ii
lives, ami providing for an effective date.

BE n ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

THtl ACT FOLLOWS OH PACE |. LINE 11

arcoi'dun**



Cl.apier

AN ACT
tliking a special appruprlal ioil to the Alaska Idwer
Authority fur reviewing anti evaluating ltailbcll electric
pnwet altemotives; and plodding Ileer an *-fle%:tlvyv dote
‘ Sea lnn |I. The- sum uf $2.31*0,000 i-» appi«prlated ?:<-n the Kk.ii ‘t ;i

:./ lund In the general fund to the Alaska ZIowei Author tty tor nr«p,«r

em>vilw and evaluulion of Kellbelt electiic power inc. it
- *bd«@d generalion, natural gaa-base*! gene. at ian, enilsefv.ot Aeemy. tla
* t-di/on hydroelectric project, and orhct Ir/drne lectric al 1w

* e*c., 1* The appioprlat lon made by this Act I™ for a capital pr
subject to AS j/.25.0%/i».
PB». j. This Act takes effect on the eMei tice dole <« .in AL t »

I, AC |east $7,300,000 td the P.illhelf «UH*Igy flilui.
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- G VAVA
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V- A ISH-
ritiJiif ii 'H>

AN ACT
Ar.ending an appropriation to the Alaska Fewer Authority

for the 3radley Lake Hydroelectric Project.

j tSection 1. section 3, Ch. >28, sLA 19£6, page 3, line 7, IS ac-ended

k

”Dread:
APPROPRIATION GENERAL OTHER
ITEMS FI"S*D FUNDS
Alaska power Authority
- Bradley Lake Hydro—
electric Project $30.000.000 (850,000.000J $30.0C0.000Q
* Sec. 2. The funding source of this asended appropriation 1is the

iiilbele Energy Fund (AS 37.05.153).

SB 159 (efd fid H)

T1—mpoers
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LAWS OF ALASKA

CCSH3 29

BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

ACT FOLLOWS OH PAGE 1

+bCSSLiNED -WTERIAI PCICATEC TEXT THAT IS SEI'C ADCED TO
PE Aw VO 3RACKETED .'V.TESIAL. IN CAPITAL aETTERS 1'OICATES
DELETIONS =RCM 7hf LAW, CCh'PLETELY -JEW TEXT OR MATERIAL
RE=EALEO AND RE-ENACTED IS IDENTIFIED IN THE iNTROCUCTCRY
LINE OF EACH 3ILL SECTION.

Approved by “be Governor

Ac-.j| Effective Dare:
H 5a. 56. 57 TS.
reiroac-.ive to Jure T

Tuinisdic

r<Bifcr» "AT
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Chapter 3

e Sec. "30. Section >, ch. 42, SLA 1956 is amended tc resd:

Section The sun of S$2.500.000 1is appropriated :r:m the S,

. . r lec. *>6. The
belt energy fund in the general fund to rhe Alaska "ewer Authority fr

3re for :a?lcal projects rm are subjec

preparing studlei rcculred under AS 44.33. 777 - 4a.33."?5 frr «.eur.:

interlies between the Renal Peninsula and Fairbanks 1A REVIS." iJ

evaliftcx or 2 I13elt electric pcver alternatives including "Sec. m?. The

:he De?arc.“
EASED GENERATION, NATURAL GAS-sASED GENERATION, CCSae5VATM5, 72

«3* corrur.iz. es trat

1 real csx itutcure.

crpcr-.te as borr.i.-s it: '«

store eriscior.s made bv Its. 3

tc AS 37.::

X, and do r.o: lapse ur.ic WAS 37.25.J10

sun. ¢: 51,300.000 is sppr:tr:s

ne -ire Ecrr.creit level::

loan fund (AS *4.1c.3c Ol tor a Ita: zcr the

svIl canycx hydroelectric project, and other hydroelectric alttlsi-
tives:. (Sec: ior.
* Sec. 151. The sun of 32,700,000 1is appropriated from the power de'viI*JI
cp-enc revolving loan fund (AS «4,33.600) to the power projecc tsi
(AS 44.33. "T0) for a loan 10 che City of Se.-.ar.a for afeasibility study («
a coal-fired electric generation facility.
* Sec. "32. The sun of 585,300 is appropriated frthe general fund:"

the Department of Adniniscraci.cn for pa;.—.enc as agrant under AS37.05.3*1 |,

to the City -f Ndorvik for erosion control. 1
J

*Sec. "53. The sun of 5375,000 is appropriated frco che general j
to the Deparrnenc of Adslr.istration for payment as a grantunder AS 37.2>*1
373 to the City of Arbler for erosicn control, j

* Sec. "54. The sun of 52,000,000 is appropriated from che general 1
to the Department of Education for che purpose of nicigacir.g adverse ccc'«*|

quer.ces to sr.ali single site schools and REAAs that nay arise frca 7*|
implementation of the new school foundation formula. It is che intent cf .
the legislature chat proposed expenditures fron this appropriation m
brought to the Legislative Budget and Audit Conaictee tor approval ieicrt,*,
disburse!. The departnent shall bring a recommendation for che disiur"*;

ner.C of the funds to the corarittee by September 1, 1987. 11

Sec. 155. The sun of S400.000 is appropriated fron the general

*58 of this Act folic:-s berlnr.i:

-35-
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Offered: 5/19/87 5-1121X

Original sponsor: Finance Committee
Funding _1nt'urmiition

General Fund $ -0-

Other Funds 200 ,000 w800
o, e nnn

IN THE HOUSE BY THE FINANCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 284 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act making appropriations for capital projects;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of S100,000,000 1is appropriated from the Railbelt
energy fund (AS 37.05.153) to the Department of Commerce and Economic
Development, Alaska Fower Authority, to upgrade the Anchorage to Fairbanks
transmission intertie to 345kv.

* Sec. 2. The sum of $100,000,000 is appropriated from the Railbelt
energy fund (AS 37.05.153) to the Department of Commerce and Economic
Development, Alaska Fower Authority, to construct the Anchorage to Kenai
Peninsula transmission intertie at 230kv.

* Sec. 3. The appropriations made by this Act are for capital projects
and are subject to AS 37.25.020.

* Sec. 4. This Act takes effect July 1, 1987.

HL0224c 1 SCS CSKB 234(Fin)
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Offered: 5/11/87 5-088 IN

Original sponsors: Coghill and Faiks

IN TH

For a

BE IT

*

read:

E SENATE BY THE RULES COMMITTEE
CS FOR SENATE .ILL NO. 206 (Rules)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
n Act entitled: "An Act relating to the Alaska Power Authority; and
providing for an effective date."
".N_ACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. AS 44.83.092 is amended by adding a new subsection to

(b) A contract that the authority enters into under (a) of this
section relating to the sale of electric power from a power project to
be acquired or constructed under AS 44.83.380 - 44.S3.425 (energy
program for Alaska) may create a project management committee. The
committee shall consist of representatives of the contracting parties
as specified in the contract. The contract shall determine the powers
of the committee with respect to the power project. The powers may
include responsibility for the management, operation, and maintenance
of the project. To the extent provided in the contract, the committee
has separate legal existence and other powers necessary to its pur—
poses .

Sec. 2. AS 44.83.105 is amended to read:

Sec. 44.83.105. BONDS FOR POWER PROJECTS UNDER THE ENERGY PRO —
GRAM FOR ALASKA. The authority may borrow money and issue its bonds
for the acquisition or construction of power projects to be acquired
or constructed under the energy program for Alaska. The principal of
an., interest on the bonds are payable from money derived from the sale
of wholesale power from power projects financed under AS 44.33.330 -

44.33.425 as part of the energy program for Alaska [FROM THE POWER
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DEVELOPMENT FUND] or from a source referred Co in
authority determines. The bonds may be issued if
(1) money available from appropriations

ect revolving fund for the energy program for

FUND] for the power project is [ARE] insufficient to cover

acquiring or constructing the power project; and

(.2) the authority determines that the

AS 44.83.100 as the

to the power proj -

Alaska

amount of

[DEVELOPMENT

Che ~cost of

interest

the authority will pay on its bonds 1is not more than alternative costs

of securing money from other sources, except for the general

pay for the acquisition or construction of the power project.

-Sec, 3. AS 44.S3.162(a) is amended to read;

(a) The power cost equalisation progranm [FUND]

[AS A SEPARATE FUND] for the purpose of equalizing

kilowatt-hour statewide at a cost close or equal

cost per kilowatt-hour 1in Anchorage, Fairbanks, and Juneau
MONEY FROM THE FUND TO ELIGIBLE ELECTRIC UTILITIES

program [FUND] shall be administered by the authority

DISTINCT FROM THE OTHER FUNDS OF THE AUTHORITY.

to the

fund, to

is established

power

cost per

mean of the

THE FUND IS

[BY PAYING
IN THE STATE]. The

[AS A FUND

COMPOSED

OF MONEY APPROPRIATED FOR THE PURPOSE OF PROVIDING POWER COST EQUALI-

ZATION TO ELIGIBLE ELECTRIC UTILITIES].
* Sec. 4. AS 44.83.170(a) is amended to read:

(a) There 1is established as a separate fund

the

power project

revolving fund which shall be distinct from any other money

or funds

of the authority, and which includes [ONLY] money appropriated Dy the

legislature and the portion of loan repayments fr
the fund that 1is attributable to principal.

* Sec. 5. AS 44.33.170(b) is amended to read;

om loans

made from

(b) The authority may make loans from the power project revolv-

-rig fund from money available by appropriation or

from

the

repayment
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of principal

(1) to electric utilities, regional electric authorities,

municipalities, cities, boroughs, regional and village corporations,

village councils, school districts, regional educational attendance

areas, and nonprofit marketing cooperatives to pay the costs of

(A) reconnaissance studies, feasibility studies,

license and permit applications, preconstruction engineering,
design 1if power projects;

(B) constructing, equipping, modifying, 1improving,

and

and

expanding [SMALL-SCALE] power production facilities, conservation

facilities, bulk fuel storage facilities, and transmission

and

distribution facilities, including energy ©production, trans-

mission and distribution, and waste energy conservation facili-

ties which depend on fossil fuel, wind power, tidal, geothermal,

biomass, hydroelectric, solar or other nonnuclear [NON-NUCLEAR]

energy sources; [AND]

(C) reconnaissance studies, preconstruction engineer-

ing, design, construction, equipping, modification, and expansion

of potable water supply including surface storage and groundwater

sources and transmission of water from surface storage to exist-

ing distribution systenms;
(D) acquisitions of bulk fuel or proven reserves

gas, oil, coal, geothermal, or other energy resources; and

of

(E) consumer end-use 1improvements to reduce demand for

energy;

(2) to a borrower for a power project if

(A) the loan 1is entered into under a leveraged lease

financing arrangement;

(3) the party which will be responsible for the power
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project 1is an electric utility, regional electric authority,
municipality, city, borough, regional or village corporation,
village council, school districts. regional educational atten-
dance areas, or nonprofit marketing cooperative; and

() the borrower seeking the loan demonstrates to the
authority that the financing arrangement for the power project
will reduce project financing costs below costs of comparable
public power projectsj_

3) to fund a project or activity under this chapter.

* Sec. 6. AS 44.83.170(g) 1is repealed and reenacted to read:

3

(g) The authority shall deposit in the power project revolving
fund the principal and interest portions of loan repayments and any
earnings on the balance 1in the fund. The authority may make new loans
to be financed from the principal portions of loan repayments. The
authority may not encumber or spend the interest portions of loan
repayments or earnings on the balance in the fund except as authorized
by legislative appropriation or as specifically provided in this
chapter.

Sec. 7. AS 44.83.170 1is amended by adding new subsections to read:

(i) The Railbelt advisory committee, composed of one member from
each electric utility in the Railbelt, 1is established. The authority
may not make a loan under this section for an energy-related project
that 1is located in the Railbelt until the Railbelt advisory committee
has had an opportunity to review the loan application. The authority
shall consider the written comments and recommendations of the commit -
tee before acting on the loan application.

(J) The authority shall submit an annual report to the legisla-
turn by the 10th day of the legislative session. The report shall

mak : reccxmer.dations concerning the allocation of funds in the power

OfiiRIs] -4- -i.cocd



project revolving fund. The first priority for use of the unre-
stricted funds shall be to fully fund the power —cost equalization
program under A5 44.33.162.

(k) The authority may make loar~ from the power project re-
volvingfund to the authority to pay the tost of feasibility studies,
design, and construction of transmission projects. The authority
shall repay the principal amount of loans made under this subsection
to the fund from revenue identified at the time that the loan is made.
The authority may not charge interest on a loan under this subsection.
Sec. 3. AS 44.33 is amended by adding a new section to read:

Sec. 44.33.172. POWER PROJECT BONDS. (a) The authority may
borrow money and issue bonds to make or refinance loans from the power
project revolving fund for a revenue producing progranm, activity, or
project authorized under the power project revolving fund. However,
the authority may not issue bonds to make or refinance a loan entered
into under a leveraged lease financing arrangement.

(b) Loans made or refinanced with the proceeds of bonds authori-
zed by this section for projects under AS 44.33.170(b) are subject to
AS 44.83.170(a) - (e).

(c) With respect to loans made or refinanced with the ©proceeds
of bonds, the authority may pledge tae principal and interest received
from the loan repayments and the interest earned on those amounts in
the power project revolving fund for bonds issued under this section.

(d) The authority may notify the head of a department or agency
of the state 1in writing that a borrower 1is in default on the repayment
of principal or interest on loans made or refinanced with the proceeds
of bonds issued under this section. Notwithstanding any other pro-
vision of law, to the extent that a department or agency or the state

is the custodian of money payable to the borrower, the department or

S2C206d -5- 2061R1s)



agency shall withhold payment of the money from the borrower and pay
over the money to the authority to pay principal and interest on bonds
of the authority 1issued under this section.

~Sec. 9. AS 44.83.187(d) is amended to read:

) The provisions of AS 44.83.177 - 44.33.135 do not apply to

(1) an addition, modification, repair, reconstruction,
design, acquisition or construction for the purpose of completing a
project;

(2) the construction of an electrical transmission or dis-
tribution facility [THAT IS ESTIMATED TO COST LESS THAN $3,000,000].
-Sec. 10. AS 44.33.361(a) is amended to read:

(a) The rural electrification program [REVOLVING LOAN FUND] is
established in the Alaska Power Authority. [THE FUND CONSISTS OF

(1) APPROPRIATIONS MADE TO THE FUND; AND

(2) PRINCIPAL PAYMENTS ON LOANS MADE UNDER THIS SECTION.]
*Sec. 11. AS 44.33.361(b) is amended to read:

(b) The authority may make loans from the power project revolv-
ing fund under AS 44.83.170 for the rural electrification progranm
[REVOLVING LOAN FUND] to electric utilities certified by the Alaska
Public Utilities Commission. A loan under the program [FROM THE FUND]
may be made only for the purpose of extending new electric service
into an area of the state that an electric utility may serve under a
certificate of public convenience and necessity issued by the Alaska
Public Utilities Commission. A loan may be made under the progranm
[FROM THE FUND] to an electric utility if the utility invests the
money necessary to provide one pole, one span of line, one trans-
former, and one service drop for each —consumer for wham immediate
service would be provided by the extension of electric i;rvice.

App licatjiuns _for loans to oxtend service along state_reads or highways

CSSB 206iKls) 88 :2c6d
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*

shall be given prioriCy for up to one-half of the funds available for
loans under this section. However, a loan may not be made [FROM  THE
FUS*D] unless

(¢D) the loan is recommended by a loan advisory committee
appointed under AS 44.83,363; and

(2) the extension of electric service would provide immedi-
ate service to at least three consumers.
Sec. 12. AS 44.83.361(c) 1is amended to read:

(c) A loan under [FROM] the rural electrification program [RE-
VOLVING LOAN FUND] shall bear an annual rate of interest of two per—
cent of the unpaid balance of the loan. Loan repi".ments and interest
[INTEREST] received on a loan made under this section shall be de-
posited [MUST BE TRANSFERRED MONTHLY TO THE COMMISSIONER OF REVENUE
FOR DEPOSIT] in the power project revolving [GENERAL] fund wunder
AS 44.33,170(9)- The authority may forgive the unpaid balance remain-
ing on a loan made under this section after 20 years.

Sec. 13. AS 44.83.361(e) is amended to read:
(e) The authority shall
(i) adopt regulations necessary to carry out the provisions

of this section;

(2) administer the rural electrification program [REVOLVING
LOAN FUND]; and
(3) submit to the legislature within the first 10 days of
each regular legislative session a report of actions taken by the
authority under this section and an accounting of the rural electri-
fication [REVOLVING LOAN FUND].
Sec. 14. AS 44.33.363 is amended to read:
Sec. 44.83.363. LOAN ADVISORY COMMITTEE When an application

for a rural electrification loan is submitted to the authority under

ShOEOA -7- CSS3 206 (RIs)
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AS 44.33.361, the authority shall appoint a local advisory committee
from persons residing in the area that the applicant utility 1is certi—
fied to serve. The 1loan advisory committee shall consider the loan
application, and shall recommend whether the loan application is to be
approved or disapproved. A favorable recommendation from tne loan
advisory committee shall be based on a determination that development
inthe area of the proposed extension of electric service is likely to
provide for full repayment of the loan under AS 44.33.361(d) within 20
[10] years. In making that determination the commit1l- e shall consider

(€D) permanence of the premises to be served by the exten-—
sion ;

(2) land use patterns 1in the area;

(3) access for the line that would be installed with loan
proceeds ;

4) availability of other utility service in the area; and

(5) the financial [ECONOMIC] feasibility of the extension
of electric service with the proceeds of the loan.
Sec. 15. AS 44.83.380(b) 1is amended to read:

(b) The energy program for Alaska is a program by which the
authority may acquire or construct power projects with money appropri—
ated by the legislature to the power project revolving fund under
AS 44.33.170 for power development [FUND ESTABLISHED IN AS 44.33.332].
A power project may be acquired or constructed as part of the energy
program for Alaska only if the project is submitted to and approved by
tie legislature in accordance with procedures set out in AS 44.33.-
177 - 44.33. 187,

Sec. 16. AS 44.33.384 1is amended to read:
Sec. 44.33.334. USE OF FUND FOR ENERGY PROGRAM [BALANCE] . ©))

The authority may use money 1in the power project rovelving fund wunder

CSSB 206 (RIs) -3- SB0206d
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the energy program for Alaska [FUND MAY EE USED BY THE AUTHORITY TO
PROVIDE MONEY] for

(€D) reconnaissance and feasibility studies and power proj—
ect tinance plans prepared under AS 44.83.177 - 44.83.131;

(2) the cost of a power project, 1including but not Jlimited
to costs of acquiring necessary licenses, preparing engineering de —
signs, obtaining land, and constructing the power project;

3) the defeasance of bonds, rr the payment of debt service

on loans for or on "n issue of bonds sold in connection with a power

project;

4) the cost of operating and maintaining power projects;
and

(5) debt service on power projects.

(b) In addition to the purposes authorized by (a) of this sec—
tion, the authority may use money in the fund [MAY BE USED UNDER (a)
OF THIS SECTION ONLY] for a power project under the energy program for
Alaska 1if the project [THAT]

(€D) is economically feasible; and

(2) provides the lowest reasonable power cost to wutility
cuscomers in the market area for the estimated life of the power
project, whether operated by itself or in conjunction with other power
projects 1in the market area, and [THAT] operates or will operate on
one or more of the following:

(A) renewable energy resources, including but not
limited to hydroelectric power, wind, biomass, geothermal, tidal
or solar energy, or a method that uses temperature differentials
or other physical properties of the ocean;

(3) coal or peat;

(C) energy derived from waste heat; or

S£0206d -9- CSSB 206 (RIs)
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(D) fossil fuel, including oil or natural gas.

(c) Notwithstanding (b)(1) of this section and AS 44.83.396 -
44.33.398, the fund may be used by the authority to provide money for
the cost of a power project under the energyprogram for Alaska that
is or was either constructed or owned by the United States government
if the requirements of this subsection are met The provisions of
AS 44.83.177 - 44.83.187 do not apply to a power project financed
under this subsection. The authoritymay use money in the fund for
the cost of a power project under this subsection if

(1) the legislature enacts a law approving the project;

(2) the office of management and budget in the Office of
the Governor reviews a feasibility study and a plan of finance for the
project and determines that the feasibility study complies with the
requirements for a feasibility study submitted under AS 44.83.181(b)
and that the plan of finance complies with the requirements for a plan
of finance submitted under AS 44.83.181(c); and

(3) the project meets the other requirements of this chap-
ter.

* Sec. 17. AS 44.83.398(c) 1is amended to read;

(c) The authority shall deposit [TRANSMIT ALL THE] money that it
receives under (a) of this section [TO THE COMMISSIONER OF REVENUE FOR
DEPOSIT] in the power project revolving [STATE GENERAL] fund except
for money it has pledged or otherwise covenanted to secure bonds.

- Sec. 18. AS 44.83.425(3) is amended to read:

(3) "fund" means the power project revolving DEVELOPMENT]
fund established by AS 44 .83 .170 [AS 44.83.382];

Q@ ~ ec. jJJIJ~)A loan made under AS 44.83. 170 (k) , added by sec. 7 of this
Act, before January 1, 1989, to the authority for i1he Fairbanks-Konai

Fenitn-ula Intertie shall be repaid from revenue from the Bradley Lake
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* Sec. 20. To be consistent with the change made by sec, A of this Act,
wherever in the Alaska Statutes and rn regulations adopted wunder those
statutes "power project fund””is used, it shall be read as referring to the
power project revolving fund. Under AS 01.05.031 the revisor of statutes
shall implement this section in the statutes, and, under AS AA,62 .125(b)-
(6), the regulations attorney shall implement this section in the adtninis-
trative regulations.

* Sec. 21. AS 37.05.153; AS AA.25.020(5); AS AA.33.600, AA.33.610,

AA.33. 620(a), AA.33.620(d); AS AA.33 .162(0)(6), AA.33.382. AA.S3.3S6, and

AA.83.333(b) are rtf >aled

* Sec. 22. Obligations, encumbrances, and expenditures incurred against
funds amended or repealed by this Act are considered obligations, encum-
brances, and expenditures of the power project revolving fund (AS AA.83.-
170).

* Sec. 23. Sections 2 - 6, and 10 - 22 of this Act take effect July 1,
1987, if an Act transferring appropriations for energy programs to the
power project revolving fund and making appropriations to the power project
revolving fund 1is enacted on or before July 1, 1987.

* Sec. 2A. Sections 1 and 7 - 9 of this Act take effect immediately

under AS 01.10.070¢(c).
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CSS/2 2 0 0>
The fiscal note for CSSB 206 (5/1/87) 1is based on the assumption that
the net effect to the general fund, with the exception of Section 8, is
zero. Section § provides the Power Authority with sufficient security
to fund future projects and loans through revenue bonds instead of
general fund approoriations. Assuming no loan defaults (all existing
power project loan regaymen are current), the savings to the genera
fund would be as follows:

Fy88 FY89 FY90 FY91 FY92

Appropriations not incurred 13.5 14.1 14.7 15.4 15.1
Less: Deot Service 09

Appropriations (1.2) (2.5) (3.8) (5.D)

Net Savings 13.5 12.9 12.2 -11.6 11.0

1 Based on the 1981-86 average or capital project appropriations
excluding Susltna, Bradley Lake, Four Dam Pool, City of Sitka, and
PCA, Escalated at an assumed annual inflation rate of 4.6 percent.
s
2 Assumes appropriations on the above line are made as 30-year loans
at an percent interest rate.
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Alaska State Legislature

Senate

Official Business Pouch V

Stale Capitol
Juneau, Alaska 99811

M EMORANDUM

TO: Representative SanCotten

FROM: Senator John B. (Jack) Coghill
DATE: May 12, 1987

RE: CSSB 206 (Rules)

CSSR 206 is a complex bill, the purpose of which is to create a
revolving fund and combine six other funds. All debt service
repayments and earnings would be retained in the fund (Power
Project Revolving Fund) and the legislature would retain control
of income due to interest and other earnings of the fund. The
bill also clears up the legal ambiguity on whether transmission
and distribution lines are subject to the project approval
process like power projects. The following is a section byv

i&f Nsection analysis.

m) W ;vSec. _1: Allows statutory recognition of the project management
. committees who used to operate and manage APA projects. Would
w . decrease bond buvers concerns,

i (™ .<SEC. 2: Allows APA to issue bonds under the Power Project
bJ? ViV Revolving Fund in lieu of the power development fund that it
replaces.

\ SEC. 3: Changes power cost equalization from fund to progranm.

-n
JSEC. A: Converts existing power project fund into power project
mVT" revolving fund and allocates portion of loan repayments that is
attributable to rep”vment of principal to the fund. Before onlv
legislative appropriations were used.

SEC. 5: Adds school districts and regional educational
attendance areas to entities that qualify for loans from the
Power Project Revolving Fund. Additionally expands purpose of
loans to include acquisition of bulk fuel or proven reserves of



gas, oil, coal, geothermal or other energy resources and end-use
improvements to reduce energy demand.

SEC. 6: Designates all debt service repayments and fund earnings
into the Power Project Revolving Fund. Allows APA to make new
loans from the principal portion of loan repayments. Spending or

encumbering the interest repayments or other earnings of the fund
(PPRF) requires legislative appropriation.

SEC. 7: Sets up a Railbelt Loan Advisory Committee, composed of
the Railbelt utilities, to review all Railbelt energy-related
project loan applications and provide non-binding recommendations
to APA.

Requires APA to report to the legislature by the 10th day of

session to make recommendations on allocation of funds 1in the
fund (PPRF). The first priority of unrestricted funds is to

fully fund the Power Cost Equalization Program.

Creates a new loan program through which the Alaska Power
Authority may borrow funds, without interest, appropriated by the
legislature for feasibility studies, design, and construction of
transmission projects. The APA 1is required to repay the
principal amount of loans made under this subsection from revenue
identified at the time the loan is made.

SEC. 8: Allows APA to issue bonds for any of the programs,
activities, or projects allowed by the fund (PPRF) as enumerated
in the statutes. Allows APA to pledge the principal and interest
repayments and other earnings as collateral for the bonds.

SEC. 9: Clarifies ambibuitv in statutes by exempting electrical
transmission and distribution lines from the power project
approval process.

SEC. 10: Converts Rural Electrification Revolving Loan Fund into
a program.

SEC. 11: Allows above program to be funded from the Power
Project Revolving Fund. Loan criteria are modified to allocate
half of funds available to extend service along state highways.

SEC. 12: Designates loan repayments and interest from above
loans into the fund (PPRF) and allows for loan forgiveness after

20 years.

SEC. 13: Modifies existing rural electrification statute to
conform with previous changes above.

SEC. 14: Changes loan evaluation criteria from economic to
financial feasibility.

SEC. 15: Allows use of the fund (PPRF) for energy program for
Alaska projects which were previously funded by legislative



appropriations through the power development fund. Projects must
comply with the statutory project approval process.

SEC. 16: Amends existing power development fund criteria on use
of the fund to conform with change 1in SEC. 15.

SEC. 17: Directs APA to deposit all revenues from the sale of
power into the fund (PPRF) unless pledged or covenanted to secure

bonds.

SEC. 18: Changes definition of "fund" to mean the "power project
revolving fund.™

SEC. 19: This section identifies the Bradley Lake revenue stream
as the source of funds from which the loan for the Railbelt
interties will be repaid.

SEC. 20: Corrects pertinent statutes and regulation:? to be
consistent with changes made.

SEC. 21: Repeals statutes to be consistent with changes
proposed.

37.05.153 Department of Revenue to manage Railbelt-Energv Fund
44.25.020(5) Department of Revenue to manage Power Development
Revolving Loan Fund

44 _.33.600 Creation of the Power Development Revolving Loan
Fund
.610 Powers and duties to administer Power Development

Revolving Loan Fund
.620(a) Loan repayment terms of the Power Development
Revolving Loan Fund
.620(d) Description of "initial project” 1i.e. 4 dam pool
44 .83.162(0)(6) Definition of fund is Power Cost Equalization

Fund
44.83.382 Establishes Power Development Fund
44.83.386 Department of Revenue 1invests monies in fund (PDF),

interest to general fund.

44.83.388(b) Income from investments of fund goes to general
fund.

SEC. 22: Changes needed for consistency

SEC. 23: Effective date clauses tied to appropriations 1into the
fund (PPRF)

SEC. 24: Effective data clause
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SB 206
Differences between CSSB 206 (Finance) and the newly proposed CS

(Kramer Draft)

1. On page 5, lines 4-9 are new. This new subsection (k) in AS
44 _.83.170 creates a new Jloan program through which the
Alaska Power Authority may borrow funds, without interest,
appropriated by the legislature for feasibility studies,
design, and construction of transmission projects. . The APA
is required to repay the principal amount of loans made
under this subsection from revenue identified at the time

the loan 1is made.

2. Section 19 1is new. This section identifies the Bradley Lake
revenue stream as the source of funds from which the loan

for the Railbelt interties will be repaid.
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Cramer
5/7/87
Original sponsors: Cog"niii and Faiks
IN THE SENATE
CS FOR SENATE BILL NO. 206 (Saks )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Power Authority; and
providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.83.092 is amended by adding a new subsection to

read:

(b) A contract that the authority enters 1into ur.der (a) of this
section relating to the sale of electric power from a power project to
be acquired or <constructed wunder AS 44.83.380 - 44.83.425 (energy
program for Alaska) may create a project management committee. The
committee shall consist of representatives of the contracting parties
as specifiedin the contract. The contract shall determine the powers
of the committee with vrespect tothe power project. The powers may
include responsibility for the management, operation, and maintenance
of the project. To the extent provided in the contract, the committee
has separate legal existence and other powers necessary to 1its pur —
poses .

Sec. 2. AS 44.83.105 1is amended to read:

Sec. 44.83.105. BONDS FOR POWER PROJECTS UNDER THE ENERGY PRO —
GRAM FOR ALASKA. The authority may borrow money and issue its bonds
for the acquisition or construction of power projects to be acquired
or constructed under the energy program for Alaska. The principal of
and 1interest on the bonds are payable from money derived from the sale
of wholesale power from power projects Tfinanced unuer AS 44.83.380 -
44 .33.425 as part of the energy program for Alaska *“FROM THE POWER

-1 - CSs3 206f )



DEVELOPMENT FUND] or from a source referred to in AS 44.33.100 as the

2 authority determines. The bonds may be issued if
3 (1) monev available from appropriations to the power proi -
) ect revolving fund for the -energy program for Alaska [DEVELOPMENT
° FUND] for the power project is_ [ARE] insufficient to cover the cost of
° acquiring or constructing the power project; and
! (2) the authority determines that the amount of interest
° the authority will pay on 1its bonds 1is not more than alternative costs
° of securing money from other sources, except for the general fund, to
10 pay for the acquisition or construction of the power project.
t Sec. 3. AS 44.83.162(a) is amended to lead:
2 () The power <cost equalization program [FUND] 1is established
1 [AS A SEPARATE FUND] for the purpose of equalizing power <cost per
“ kilowatt-hour statewide at a cost close or equal to the mean of the
15 cost per kilowatt-hour 1in Anchorage, Fairbanks, and Juneau [BY PAYING
1 MONEY FROM THE FUND TO ELIGIBLE ELECTRIC UTILITIES IN THE STATE]. The
o program [FUND] shall be administered by the authority [AS A FUND
. DISTINCT FROM THE OTHER FUNDS OF THE AUTHORITY. THE FUND IS COMPOSED
. OF MONEY APPROPRIATED FOR THE PURPOSE OF PROVIDING POWER COST EQUALI —
0 ZATION TO ELIGIBLE ELECTRIC UTILITIES].
2 Sec. 4. AS 44.83.170(a) 1is amended to read:
= (a) There is established as a separate fund the power project
z revolving fund which shall be distinct from any other monev or funds
24i of the authority, and which includes [ONLY] money appropriated bv the
! legislature and che portion of Jloan repayments from Jloans made fronm
26% the fund that 1is attributable to principal.
2 Sec. 5. AS 44.83.170(b) 1is amended to read:
28!

(b) The authority mav make loans from the tower pro“ect revolv—
29;

ing fund from money -.valiable bv _ippropriation or from the repayment

CSSB  206( ) -
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of principal

¢)) to electric utilities, regional electric authorities,
municipalities, cities, boroughs, regional and village corporations,
village councils, school districts, regional educational attendance
areas, and nonorofit marketing cooperatives to pay the costs of

(A reconnaissance studies, feasibility studies,
license and permit applications, preconstruction engineering, and
design of power projects;

(B) constructing, equipping, modifying, 1improving, and
expanding [SMALL-SCALE] power production facilities, conservation
facilities, bulk fuel storage facilities, and transmission anc
distribution facilities, including energy production, trans—
mission and distribution, and waste energy conservation facili—
ties which depend on fossil fuel, wind power, tidal, geothermal,
biomass, hydroelectric, solar or other nonnucLear [NON-NUCLEAR]
energy sources; [AND]

© reconnaissance studies, preconstruction engineer—
ing, design, construction, equipping, modification, and expansion
of potable water supply including surface storage and groundwater
sources and transmission of water from surface storage to exist—
ing distribution systems;

D) acquisitions of bulk fuel or proven reserves cf
gas, oil, coal, geothermal, or other energy resources; and

(E) consumer end-use improvements to reduce demand
energy;

(2) to a borrower for a power proiecc if

(tN) the loan 1is entered into under 1Hdeveraged lease
financing arrangement;

eB) the onrrv which will be responsible for -he tower

-3- CSSP 106( )



project is an electric utility, regional electric authority,
municipality, city, borough, regional or village corporation,

village council, school districts, regional educational atten—

4
dance areas, or nonprofit marketing cooperative; and
5 .
© the borrower seeking the loan demonstrate
6 . . . .
authority that the financing arrangement for the power project
7 i . . .
will reduce project financing costs below costs <cf comparable
8 . . .
public power projectsj_
9 . - .
(3) to fund a project or activity under this chatter.
10 -
* Sec. 6. AS AA .33.170(g) 1is repealed and reenacted to read:
1 ) , , .
()] The authority shall deposit in the power project revolv
12 . . .
fund the principal and interest portions of loan repayments and any
13 . . .
earnings on the balance 1in the fund. The authority may make new loans
14
to be financed from the principal portions of loan repayments. The
15 i . .
authority may not encumber or spend the interest portions of loan
16 , . -
repayments or earnings on the balance in the fund except as authorised
17
by legislative appropriation or as specifically provided 1in this
18
chapter.
19 . . .
* Sec. 7. AS AA.83.170 1is amended by adding new subsections to read:
20
) The Railbelt advisory committee, composed of one member f
21
each electric utility in the Railbelt, 1is established. The authority
22
t may not make a loan under this section for an energv-related project
23
that 1s located in the Railbelt until the Railbelt advisory committee
24 i
has had an opportunity to review the loan application. The authority
25 i
shall consider the written comments and recommendations of the commit—
261 . . .
tee before acting on the loan application.
27
(J) The authority shall submit an annual resort -he lenisla-
231
rure by the th day of the legislative session. “fie recoct shall
291

make recommendations concerning the allocation vsr.es . the newer

CSS3 :06( )



project revolving fund. The first priority for use of the unre—
stricted funds shall be to fully fund the power cost equalization
program under AS 44.83.162.

(k) The authority may make Jloans from the power project re—
volving fund to the authority to pay the cost of feasibility studies,
design, and construction of transmission projects. The authority
shall repay the principal amount of loans made under this subsection
to the fund from revenue identified at the time that the loan is made.
The authority may not charge interest on a loan under this subsection.
Sec. 8. AS 44.S3 is amended by adding a new section to read:

Sec. 44.83.172. POWER PROJECT BONDS. (@) The authority may
borrow money and 1issue bonds to make or refinance loans from the power
proJact revolving fund for a revenue producing program, activity, or
project authorized under the power project revolving fund. However,
the authority may not 1issue bonds to make or refinance a loan entered
into under a leveraged lease financing arrangement.

(b) Loans made or refinanced with the proceeds of bonds authori—
zed by this section for projects under AS 44.83.170(b) are subject to
AS 44.83.170(a) - (e).

(c) With respect to loans made or refinanced with the proceeds
of bonds, the authority may pledge the principal and interest received
from the loan repayments and the interest earned on those amounts 1in
the power project revolving fund for bonds issued under this section.

(d The authority may notify the head of a department or asencv
of the state 1in writing that a borrower Ls in default on the ccowment
of principal or interest on loans made or refinanced with the orcceeds
of bonds 1issued under this section. Notwithstanding iuv other wo -
vision of law, to the extent that a department w ;,20ncy w we mace

is the custodian of monev tavanie to the borrower, "he 1ieoartm.er.t or
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agency shall withhold payment of the money from the borrower and pay
over the money to-the authority to pay principal and interest on bonds
of the authority issued under this section.
Sec. 9. AS 44.53.187(d) 1isamended to read:

(@) The provisions of AS 4A.S3.177 - 44.33."85do r.otapply to

(D) an addition, modification, repair, reconstruction,
design, acquisition or construction for the purpose of completing a
project;

(2) the construction of an electrical transmission or dis—
tribution facility [THAT IS ESTIMATED TO COST LESS THAN $S3.000,000].
Sec. 10. AS 44.83.361(a) 1is amended to read:

(@) The rural electrification program [REVOLVING LOAN FUND] 1is
established in the Alaska Power Authority. [THE FUND CONSISTS OF

(1) APPROPRIATIONS MADE TO THE FUND; AMD

(2.) PRINCIPAL PAYMENTS CM LOANS MADE UNDER THIS SECTION.]
Sec. 11. AS 44.83.361(b) isamended to read:

)] The authoritv may make loans from thepoweroroiect revolv—
ing fund under AS 44.83.170 for the rural electrification orosranm
[REVOLVING LOAN FUND] to ei<ctric utilities certified bv the Alaska
Public Utilities Commission. A loan under the program [FROM THE FUND]
may be made only for the purpose of extending new electric service
into an area of the state that aneleccric utility mav serve under a
certificate of public convenience and necessity issued bv the Alaska
Public Utilities Commission. A loan may be made under the progranm
[FROM THE FUND] to an electric utility Lf the utili.tv 1invests the
monev necessary to provide one pole, one span of line, one trans—
former, and one servi.ce drop toreach consumer for whom Immediate
service would be provided by the extension :f mmeiectric ervice.
Aro: lent: ons forLoans to eestand w=fv:c,“ ;lor,.: ts"e -"aus t rhwavs

106( ) _6-



shall be given priority for ud to one-half of the funds available for
loans under this section. However, a loan rr.av not be made [FROM THE
FUND] unless

(1) the 1loan 1is recommended by a lean advisory committee
appointed under AS 44.S3.363; and

(2) the extension of electric service mould provide immedi —
ate service to at least three consumers.
Sec. 12. AS 44 .33.361(c) 1is amended to read:

(c) Aloan under [FROM] the rural electrification nrotram RE —
VOLVING LOAN FUND] shall bear an annual rate of interest "f two per—
cent of the unpaid balance of the loan. Loan repayment.™ ~.nd Interest
[INTEREST] received on a loan made under this section shall be de—
posited [MUST 3E TRANSFERRED MONTHLY TO THE COMMISSIONER OF REVENUE
FOR DEPOSIT] in tue power project vrevolving [GENERAL] fund wunder
AS 44.83.170(e). The authority may forgive the unpaid balance remain—
ing on a loan made under this section after 20 years.

Sec. 13. AS 44.53.361(e) 1is amended to read:
(e) The authority shall

(1) adopt regulations necessary to carry out the provisions
of this section;

(2) administer the rural electrification program [REVOLVING
LOAN FUND]; and

(3) submit to the legislature within the first "A da,Ts of
each regular legislative session a report: of ictiens :uen v rr.e

authority under this section and an accountin®": of the



AS 44.83.361, the authority shall appoint a local advisory committee

from persons residing in the area that the applicant utility is certi—

3 . . . .
fied to serve. The 1loan advisory committee shall consider the 1loan
4
application, and shall recommend whether the 1loan aDolicaticn is to be
5 . .
approved or disapproved. A favorable recommendation from the loan
° advisory committee shall be based on a determination that development
;
in the area of the proposed extension of electric service 1is likely to
8
provide for full repayment of the loan under AS 44_.13.36"\'c® within 20
9
[10] vyears. In making that determination the committee shall consider
10
(1) oermanence of the oremises to be served bv -he exten—
n -
sion ;
12 -
(2) land use oatterr.s in the area;
13
(3) access for the line that would be installed with 1can
14
proceeds ;
15
(4) availability of other utility service 1in the area; and
16
(5) the financial [ECONOMIC1 feasibility of the extension
17
of electric service with the proceeds of the loan.
18
* Sec. 15. AS 44.83.380(b) 1is amended to read:
19
(b) The energy program for Alaska 1is a program by which the
20
authority may acquire or construct power projects withmoney anoropri-
21
ated by the legislature to the power projectrevolving fund under
22
AS 44.83.170 for power development [FUND ESTABLISHED IN AS 44.33.382].
23
A power project may be acquired or constructed as part 1if she energy
24
proeram for Alaska only if the project 1is submitted to aid ipnrovec bv
25!
the legislature 1in accordance with procedures set out 1in AS .4.-3.-
261
177 - 44.33.137.
27
s fee. ®. AH 14.-3.384 is amended "a toad:
28;
Sec. -4. ;3.384. USE "IE FUND EPS yyyRty. ZPPOCEAM lace\ a)
79;

"he .citherlev -.a”7 use ~nn--*v= :n "he power -ree ird mder



the energy program for Alaska [FUND MAY BE USED BY TEE AUTHORITY TO

PROVIDE MONEY] for

3 ¢)) reconnaissance ar.c feasibility studies ar.d never proj—
) ect finance plans prepared under AS 11.33. 77°““ - --_ 3.°5" :
° (2) the cost of a cover oro %ct, ir.cludir.a "ut not limited
° to costs of acquiring necessary Jlicenses, nrenarir.a engineering de—
f signs, obtaining land, and constructing the cover *rrc;ect:
° 3) the defeasance of bends, or the myuor.c "f debt service
? on loans foror on an issue of bends sold in ccnr.rcticn vith a never
o project;
. (1) the cost of ODeratir.s a:
12

me
B C5) debt service on cover pro ®cts.
H (b) In addition to the ourooses author!tc-d sec-
b tion, the authority mav use monev In the fund [MAY BE TIED UNDER (@)
& OF THIS SECTION ONLY] for a power oroiect nr.de:
{ Alaska if the nroiect [THAT]
. (D is economically feasible; and
? (2 provides the Jlowest reasonable never cost to utilityv
@ customers in the market area for the estimated Ilife of the newer
“ project, whether operated by itself or in conjunction with other never
“ projects in the market area, and [THAT] operates ocerate
= one or more of the following:
a CA) renewable enemy resources, .
® limited hydroelectric newer, vine, birmusc,
2 mn > tef-hod "hat uses ‘“eemrer".
! th.er rh.vsical nreport!os
23
23



(D) fossil fuel, including oil or natural gas.

(©) Notwithstanding (b)(1) of this section and AS 1-4.33.396

- 14.83.398, the fund may be used by the authority to provide money for
41i the cost of a power project under the energy program for Alaska that
5;3 is or was either constructed or owned by the United States government
o if the requirements of this subsection are met. The orovisiens of

AS 44.83.177 - 44.83.187 do not apoly to a newer orc"ect financed
8|! under this subsection. The authority may use monev in
91i the cost of a power project under this subsection if
o (1) the legislature enacts a law approving the prc;ect;
11; (2) the office of management and budget 1in the Office of
121| the Governor reviews a feasibility study and a plan of finance for the
Bl project and determines that the feasibility study ccm.olies with the
T]! requirements for a feasibility study submitted under AS 44.33.131(b)

and that the plan of finance complies with the requirements for a olar.
'6? of finance submitted under AS 44.83.1S1(c); and
171| 3) the project meets the other requirements of this chaD-
13!

ter.
191

* Sec. 17. AS 44.33.398(c) is amended to read:
2o“I ©) The authority shall denosit [TRANSMIT ALL THE1 monev that
21|1| receives under (a) of this section [TO THE COMMISSIONER OF REVENUE FOR
! DEPOSIT1 in the power oroiect revolving |[STATE GENERAL] fund except
“ for money it has pledged or otherwise covenanted to secure bonds.
“ v Sec. 18. AS 44.33,425(3) 1is amended to read:
12) "Lund™ means rhe rower project reyn!”>"ng DEVELOPMENT 1

° fund estab 1ished bv AS 14 . 7.1 (AS 14. 82. 282];
“ Sec. 1= A loan made under AS .4.32. 1~-0(k), u“ded bv wu>e. 7 of this
z Act. before _.bir.var*®™ 1, ™8<. to the luthoritv -"or the Fairbanks-Renal
23

Peninsula Intertie shall be repaid :ram revenue Tun "he Kradlev bake



ns

“tu1l A

hydroelectric project after the revenue bonds for that project are retired.

* Sec. 20. To be consistent with the change made by sec. 4 of this Act,

j
3!
wherever in the Alaska Statutes and 1in regulations adopted under those
4
§ statutes "power project fund™ 1is used, it shall be read as referrir.t to the
51
power project revolving fund. Under AS Q1.05.031 the reviser of statutes
6i
‘ shall 1implement this section 1in the statutes, and, under AS 44 .62 ."25(b -
71
I (6), the regulations attorney shall implement this section in the adminis—
1S
8l
i trative regulations.
9
Ii Sec. 21. AS 37.05.153; AS 14.25. 020(5); AS --.23.610,
101
|1 44_.33.620(a), 44.33.620(d); AS 44 .S3.162(o)(6) , 4A.23.3S2. -.-3.226. and
11
| 44.33.358(b) are repealed.
120
3 * Sec. 22. Obligations, encumbrances, and expenditures 1incurred stainst
13|
funds amended or repealed by this Act are considered obligations. encum—
14
brances , and expenditures of the power proiect revclLving fund (AS --,32.-
15
170) .
16
* Sec. 23. Sections 2-6, and 10 - 22 of this Act take effect Julv
17
I 19S7, if an Act transferring appropriations for energy programs to the
181
power project revolving fund and making appropriations to the power trc %ct
191
I revolving fund is enacted on or before July 1, 1987.
20K
1 € Sec. 24. Sections 1 and7 - 9 of this Act takeeffect immediately
21'runder AS 01.10.070(c).
22|
|
231
|
|
I
25 i
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