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S  T  A T  E  O  I f  A  L A  S K A
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A p r i l  1 9 ,  1 9 8 7

T h e  H o n o r a b l e  J a c k  C o g h i l l  
C h a i r ,  S e n a t e  R e s o u r c e s  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V  
J u n e a u ,  AK 9 9 8 1 1

D e a r  S e n a t o r  C o g h i l l :

A s  y o u  a r e  a w a r e ,  s i n  y o u r  c o m m i t t e e .  I  f e e l  t h i s
l e g i s l a t i o n  i s  q u  t a n t  t o  t h e  p r o p e r  o p e r a t i o n  a n d
f u n c t i o n i n g  o f  my a d m i n i s t r a t i o n .

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

I f  y o u  h a v e  a n y  q u e s t i o n s  p l e a s e  c o n t a c t  m y l e g i s l a t i v e  
o f f i c e  a n d  e i t h e r  G e o r g e  o r  B ob  w i l l  s e e  t h a t  t h e  a p p r o p r i ­
a t e  p e o p l e  p r o m p t l y  r e s p o n d  t o  y o u .

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

TO: Members o f  t h e  Senate  and House
Resources Com m ittees

FROM: S t a f f

RE: HB 120, P a ve r  Deve lopm ent R e v o lv in g  Loan Fund

The o r i g i n a l  HB 120, in t r o d u c e d  b y  t h e  G ove rn o r  w ou ld  have i n t e r e s t  
e a r n in g s  f ro m  th e  Power Deve lopm ent R e v o lv in g  Lean Fund d i v e r t e d  f ro m  
th e  PDRLF i n t o  t h e  g e n e r a l  fu n d .

The House F in a n ce  C a rm i t te e  S u b s t i t u t e  p r o v id e s  t h a t  b o th  th e  i n t e r e s t  
and t h e  p r i n c i p a l  o f  lo a n  repaym en ts  be d i v e r t e d  f ro m  th e  r e v o l v in g  fu n d  
and p la c e d  i n t o  th e  g e n e r a l  fu n d .

In c lu d e d  i n  y o u r  p a c k e ts  a r e :

HB 120
CSSB 120 (F in )
G o v e rn o r 's  T ra n s m is s io n  L e t t e r  
F i s c a l  N o te
Rep. Kay B r a v n 's  Memorandum
C h a r t  on lo a n  fu n d  i n t e r e s t  payments
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F e b ru a ry  10, 1987

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  
S p e a k e r  o f  t h e  H o u s e  
A la s k a .  S t a t e  L e g i s l a t u r e  
P . O .  E o x  v  
J u n e a u ,  AK 9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  a b i l l  t h a t  r e p e a l s  a n d  
a m e n d s  s t a t u t e s  r e l a t i n g  t o  t h e  d e d i c a t i o n  o f  i n v e s t m e n t  
in c o m e  t o  t h e  p o w e r  d e v e l o p m e n t  l e a n  f u n d .  T h i s  d e d i c a t i o n  
i s  c o n t r a r y  t o  b o t h  t h e  s p i r i t  a n d  t h e  l e t t e r  o f  t h e  
c o n s t i t u t i o n a l  p r o h i b i t i o n  i n  a r t .  I X ,  s e c .  7 a g a i n s t  t h e  
d e d i c a t i o n  o f  a t a x  o r  l i c e n s e .  T h e  m o n e y ,  u n d e r  t h i s  b i l l ,  
w o u l d  b e  r e t u r n e d  t o  t h e  g e n e r a l  f u n d  w h e r e  i t  w o u l d  b e  
a v a i l a b l e  f o r  a p p r o p r i a t i o n .

G o v e r n o r
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Requestor: Cnv er n n r

Agency Affected: Commerce & E c on .  D ev .  
RRII: A c c o u n t i n g  & C o l l e c t i o n s

Components :.
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PERSONAL SERVICES 
TRAVEL 
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Kay Brown------
A l a s k a  S t a t e  L e g i s l a t u r e  
H o u s e  o f  R e p r e s e n t a t i v e s

MEMORANDUM

TO:

FROM:

DATE:

Representative Kay Brown 
Representative Mike Davis 
Representative Steve Frank

Eric F. Myers, Staff

March 1, 1987

S  v j  f e C O  W M T T T S 7
o  \ Z \ ______________________

Cljo (jWPiCV-fr-7̂) V\1\TH

f i s c f i L  ivaoT ^  D ^ t e O

SUBJ: HB 120/Power Development Revolving Loan Fund

Several issues came up during the hearing on HB 120 concerning the Power 
Development Revolving Loan Fund (PDRLF). The original bill introduced by 
request of the Goveror would have interest earnings from the fund diverted 
from the PDRLF and placed into The General Fund (Attachment 1).

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

This memorandum addresses issues pertaining to these proposed measures 
and attempts to clarify potential fiscal impacts in light of pre-existing 
appropriations of earnings from the PDRLF to the general fund.

Fiscal Impacts

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

D u r in g  S e s s i o n :

I*. (X 13OX 20*2661 P. O. BOX V
A n ch o rag e, A K  9 9 5 2 0-2661 J u n e a u . A K  99811

(9 0 7 ) 272*0207 (9 0 7 ) 4 6 5 *4 9 9 8



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

Another source of earnings for the PDRLF is a $7 million cash deposit 
residing in the fund for self-insurance retention (Attachment 4). Accccrding 
to Don Hitchcock (x-2180) of Risk Management, this money is kept in the 
PDRLF in order to provide for a $7 million deductable against an insurance 
policy for replacement of dam structures in the event of a catastrophic 
event. These retained funds are estimated by the Division of Accounting and 
Collections to earn 600.0 annually which also accrues to the PDRLF.

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

However, while considering this repayment stream it is essential to keep in 
mind that there is already a prior year appropriation which has a claim on 
the repayment stream into the PDRLF. Ch 130, SLA 86. Sec 427 appropriated 
18,605.900 from the PDRLF to the general fund (Attachment 5). Most of this 
obligation was paid off in FY 86, with another 3.384,600 required in FY 87 to 
fully satisfy this appropriation.

The fiscal note for HB 120 (Attachment 6) properly reflects the fact that the 
incremental effect of HB 120 (or CS HB 120/Fin) would be to appropriate the 
Four Dam Pool repayment stream plus insurance retention earnings, minus 
outstanding obligations. (That is. for FY 87: 5360.2 - 600.0 - 3384.6 - 2575.6. 
Beyond FY 87, the earning stream is the simple sum of the Four Dam pool 
debt repayment and the insurance retention earnings, projected into the 
future at 600.0 annually.)

Relationship of HB 120 to Section 18 of HB 7S

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



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

Constitutionality of Revolving Loan Funds

It is widely acknowledged that revolving loan funds are constitutionally 
suspect in light of the prohibition of dedicated funds as noted in the 
Governor s letter of transmittal (Attachment 3). The proposed CS would 
correct this problem in its entirety.

Notes:

1 A c c o rd in g  to th e  te rm s  o f  th e  L o n g  T e rm  P ow e r Sales A g re e m e n t fo r  the  F o u r Dam 

Pool, th e  w h o le s a le  rate fo r  p o w e r fr o m  th e  p ro je c ts  consists o f  tw o separate 

co m p o n ents: 1) th e  p o w e r p ro d u c tio n  cost c o m p o n e n t, an d  2 ) th e  debt s e rv ic e  

c o m p o n e n t. T h e  f ir s t  c o m p o n e n t is dedicated to 0£tM  and in s u ra n c e  p a y m e n ts  fo r  th e  

F o u r Dam Pool fa c ilit ie s  an d  a p p ro p ria te d  th r o u g h  th e  A la sk a  P ow er A u th o r ity 's  

o p e ra tin g  budget. O n ly  th e  second c o m p o n e n t is  paid in to  th e  PDRLF as debt r e p a y m e n t

cc: Representative Adams
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BY THE RULES CO MMITTEE BY
1 IN THE H OUSE REQUEST OF THE G OV E R N O R

2 HOUSE BI L L  NO. 120

3 IN THE  LE GI SL ATU RE  OF THE STATE OF ALASKA

4 FIFT EEN TH  LE GI SL ATU RE  - FIRST SESSION

5 A  BIL L

6 For an Act entitled: "An Act relating to interest earned on the power

7 development rev ol vi ng loan fund; and pro vi din g for an

8 effective date."

9 BE IT ENACTED BY THE LEGISLA TU RE  OF THE STATE OF ALASKA:

10 * beet ion 1. AS 44.33.600(b) is amend ed  to read:

11 (b) The fund consists of

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

13 (2) repayments of p r i nc ip al to the fund [; AND

14 (3) INCOME FROM IN VESTMENT OF M O N E Y  IN THE FUND AN D FROM

15 LOANS MADE FROM THE F U N D ] .

16 * Sec. 2. AS 44.33.600 is amended by adding a new su bsection to read:

17 (c) Income earned from investment of money in the fund and

18 repayment of interest on loans made from the fund shall be dep os it ed

19 in the general fund.

20 * Sec. 3. This Act takes effect immediately u n d e r  AS 01.10.070(c).

HP'UZOA -1- HB 120
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IN THE HOUSE 3Y THE FINANCE COMMITTEE CS FOR HOUSE BILL NO. 120 (Fin an ce)

i' i

IN THE LEGISLATURE OF THE STATE OF ALASKAFIFTEENTH LEGISLATURE - FIRST SESSIONA BILL _F o r an A c t  e n t i t l e d :  "An A c t  r e l a t i n g  to the p r i n c i p a l  and i n t e r e s t  p a id
q a )to  the power developm ent r e v o lv in g  lo an  fu n d ; andp r o v id in g  f o r  an e f f e c t i v e  d a t e ."BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:* S e c t i o n  1. AS 4 4 . 3 3 . 600(b) i s  amended to re a d :(b) The fund c o n s i s t s  o f[ ( ! ) ]  a p p r o p r ia t io n s  to  the fund by the l e g i s l a t u r e  , ;(2) REPAiMENTS OF PRINCIPAL TO THE FUND: AND(3) INCOME FROM INVESTMENT OF MONEY IN THE FUND AND FROM LOANS MADE FROM THE FUND] .* S e c .  2 . AS 4 4 .3 3 .6 0 0  i s  amended by ad d in g  a new s u b s e c t io n  to r e a d :(c) Income earned from in v e stm e n t c f  money in  the fur.c andrepayment o f  p r i n c i p a l  anc i n t e r e s t  on lo a n s  made from the fund s h a l l  be d e p o s it e d  in  the g e n e r a l  fu n d .“ S e c .  3 . T h is  A ct ta k e s  e f f e c t  im m e d ia te ly  under AS 0 1 . 10 . 0 7 0 ( c ).



At t a c h m c ^ t  3

POWER DEVELOPMENT R E VO LVIN G  LOAN FUND

REPAYMENT SCHEDULE__________________
________________________ S i n  t h o u s a n d s

I n t e r e s t  o n l y  p a y m e n t s FY 87 4 7 1 8 . 9
. ' o r  t h e  f i r s t  f i f t e e n FY 88 5 3 6 0 . 2
y e a r s .  P a y m e n t  b a s e d FY 89 6 3 7 3  . 8
o n  d e b t  s e r v i c e  e s t i ­ FY  90 7 2 1 1 . 5
m a te s  i n  L o n g - t e r m FY 91 8 5 1 9 . 8
P o w e r  S a l e s  A g r e e m e n t FY 92 8 7 6 2 . 7

FY 9 3 9 0 7 6 . 3
FY 94 9 4 4 7 . 3
FY 95 9 8 3 5 . 7
FY 9 6 1 0 2 1 7 . 6
FY 97 1 0 4 2 1 . 3
FY 98 1 0 6 3 5 . 3
FY 99 1 0 8 5 9 . 3
FY 00 1 1 0 9 3 . 7
FY  01 1 1 3 3 9 . 5

T h e  l o a n  w i l l  be  a m o r t i z e d  o v e r  t h e  r e m a i n i n g  t e r m  o f  30 y e a r s  a t  3% 
P r i n c i p l e  a n d  i n t e r e s t  p a y m e n t s  w i l l  b e  1 6 . 5 3 1 . 6  p e r  y e a r .

T o t a l  p a y m e n t s  o v e r  t h e  l i f e  o f  t h e  l o a n :
D e b t  s e r v i c e  e s t i m a t e s
( p e r  P o w e r  S a l e s  A g r e e m e n t )  -  15 y e a r s  = 1 3 3 , 8 7 3 . 5
P r i n c i p l e  a n d  I n t e r e s t  x  30 y e a r s  = 4 9 5 , 9 4 8 . 0
T o t a l  p a y m e n t s  = 6 2 9 , 8 2 1 . 5

O s  • ~  ^  p  C c c u m > ^ r ' \  C j & l A  ^ c A i O / o s

W xX —
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D E PA R TM E N T  O F  C O M M E R C E  AND E C O N O M IC  D E V EL O PM E N T  
DIVISION O F  A C C O U N T IN G  A N D  C O L L E C T IO N S  

CA SH  B A LA N C E SUM M ARY BY FU N D  
(In t h o u s a n d s  o l  d o l l a r s )

December 31, 19B6

V e t e r a n s
S m a l l

B u s i n e s s
C o m m e r c i a l

F i s h T o u r i s m
Bulk
F u e l

C h ild
C a r e

H is t
Dls t M in in g

A l t e rn a t iv e
E n e rg y

r e s i d e n t i a l
E n e rg y

F i s h  /  
E n h a n c e

P o w e r  
D e v e lo p  >

W a t e r  
'  R e s T ota l

CA SH  WITM TREA SUR Y P O O L 1.438.4 28 ,303.8 1 8 ,9 6 6 6 2,665.1 997 .0 416.3 463.1 4 ,498.9 3 ,247 .3 862 .7 2,958.4 7 ,006 .8 0- 71.824.4
C u n e n i  P e r i o d  A d j u s t m e n t s (197.3) (193) 102.0 4 ; 43.9 0- •0 (9 0 ) (2.2) 4.4 •0- •0- 0- (73.5)
U n r e d e e m e d  V /a r r a n l s (77.4) (50.6) (1,461.4) 0- (79.6) (53.3) 0- •0- (0.9) (0.2) (33 8) 0- •0 (1,757.2)

OT H ER  C U R R E N T  LIABILITIES
U n a p p l i e d  S u s p e n s e (55.7) (12.9) (479.4) (0 6 ) (23.7) (01) 0- (67.1) (17) (2.7) 0- 0- •0- (643.9)
U n d i s t r i b u t e d  S u s p c n s o -0- (3.5) (71.0 •0- •0- •0- 0- 0- •0- •0- 0- (6.8) 0- (81.3)
U n p o s t e d  S u s p c n s o (62 7) •0- (135.2) 0- •0- •0 0- 0- (0 3 ) •0- ■0- 0- 0- (198.2)
E s c r o w (52.1) •0- •0- 0- 0- 0- •0- 0- •0- •0 0- •0- 0- (52.1)

R E S t  RICTED F U N D S
F o r e c l o s u r e  R e s e r v e (200.0), ( 2 0 0 0 ) (250.0) (150.0) (25.0) (75.0) (25.0) (500.0) (150.0) (150.0) (200 0) •0- 0- (1,925.0)
O p e r a t i n g  B u d g e t •0- •0- 0- •0- 0- •0- 0- 0- •0. •0- 0- 0- •0- •0

A p p r o p r i a t i o n  
O t h e r  R e a p p r o p r i a t i o n s (3 ,665 5 ) ’ 0- •0 0- 0- 0 •o. 0 0- 0- •0- 0 - ' •0- (3,665.5)

CA SH  B A L A N C E  SUBTOTAL (2,872.3) 28,017.5 16,671.6 2,519.1 912.6 287 .9 438 1 3,9 22 .2 3,092.2 714.2 2,7 24 .6 (" 7 ,000.0 /  0- 63 ,427 .7

L E S S  C O M M IT M E N T S ’ •0 •0- (1,128.3) 0- (30.1) (146 7) (250.0) 0 111-3) 0 0- (7,000.0) ' 0- (8,566 4)
L E S S  P Q  C O M M IT M E N T S ' 0- 0- (1,017.6) •0- 0- 0- •0 0 •0- 0- •0 ■0- •0- (1,817.6)
M A N n A T E D  S A L E  TO A H FC 3 ,6 6 5 .5 ' 0- -0- •0 •0- •0 0 0 0 0 0- •0- •0- 3,665.5

12/31/86 C A S H  B A L A N C E S 7 9 3 .2 28 ,017 .5 ' 13 ,725.7 2,519.1’ 882 .5 141.2 108.t 3 ,922 .2 3,000.9 714 2 2 ,724.6 0- 0- 56,709 2

'F u n d s  c o m m i t t e d  b y  L o a n  C o m m i t t e e  a p p r o v a l  b u t  n o t  y e t  r e q u e s t e d  b y  D iv is io n  o l  I n v e s t m e n t s .
' F u n d s  c o m m i t t e d  by  A c c o u n t i n g  a n d  C o l l e c t i o n s  lor  s e l l  i n s u r a n c e  r e t e n t i o n .
’S e c s  3  a n d  4. C h  150, SLA 84 will r e d u c e  t h e  C 30 8 6  b a l a n c e s  to  $0  0.
' S e c  102, C h  138. SLA  80 
• S e c s .  3 9  8  6-15. C h  130. SLA 86
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