





DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

E90 465-3867 0r 465-2450

A) §907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105
MEM ORANDUM May 8, 1993
SUBJECT: Sectional Summary of HCS CSSB 106 (FINK (Power projects
and interties, relating to the Alaska Energy Authority, AIDEA

bonds for energy resource projects)

T0: Representative Ramona Barnes
Speaker of the House of Representatives

FROM: Teresa B. Cramero® A"
Legislative Counsel

You have requested a sectional summary of the above-described bill. As a
preliminary matter, note that a sectional summary of a hill is not considered an
authoritative interpretation of the bill. The bill itself is the best statement of its

contents.
Section 1 makes legislative findings and expresses the legislative intent.

Sec. 2 identifies additional uses for which money in the Railbelt energy fund may be
ap, ropriated.

Sec. 3 changes, in a statute concerning the Alaska Public Utilities Commission
(APUC), an internal reference to the power cost equalization program to reflect

changes made by this bill.

Sec. 4 requires the APUC, when setting or reviewing rates for a public utility that
sends or receives power over the Fairbarks-Healy or the Anchorage-Kenai intertie,
to consider certain costs as costs incurred for the existing system.

Sec. 5 enacts a new chapter, giving the Department of Community and Regional
Affairs responsibility for programs and projects now within the jurisdiction of the
Alaska Energ%/ Authority. _ _ _

Sec. 42.45.010 establishes the power project fund in the department. This
section is similar to existing AS 44.83.170. The department may make loans from the
fund to the entities listed in (b)(1) for the purposes listed in (b)(1)(A) and (b)(1)(B).
Under subsection (f)(2)(B), the department may make zero interest loans.
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Sec. 42.45.020 estah'ishes the rural electrification revolving loan fund in the
department. The fund may be used for extending new electric service. This section
is taken from AS 44.83.361. _ _

~Sec. 42.45.030 establishes a load advisory committee for loans from the rural
electrification revolving loan fund. This section is taken from AS 44.83.363.

Sec. 42.45.040 establishes the Southeast ener%y fund (SEF) consisting of money
transferred to it from the four dam pool transfer fund, created in the next section.
The department may use the SEF for grants to utilities participating in the Swan
Lake-Tgee Lake intertie. This is a new section.

ec. 42.45.050 establishes the four dam pool transfer fund, which consists of
repayments of principal and income from the power development revolving loan
fund. Subsection (b) sets out how money in the fund is to be transferred to other
departmental funds. This is a new section.
~Sec. 42.45.060 establishes a loan committee composed of commissioners, the
director of management and budget, and four public members to review loans, other
than loans from the bulk fuel revolving loan fund. Subsections 1(f)_an_d (g) set out the
committee powers and resgon3|b|l|t|es_ with respect to loans. This is a new section.

Sec. 42.45.100 - 42.45.150 establish the power cost equalization program in the
department. These sections are similar to existing AS 44.83.162 - 44.83.164, with
some restructuring of the statutes and some changes. _

~Sec. 4245100 establishes the power cost equalization and rural electric
capitalization fund to provide power cost equalization and to make grants to eligible
utilities. 1t is taken partly from AS 44.83.162(a). o

Sec. 42.45.110 addresses entitlement to power cost equalization and is taken
from AS 44.83.162(h) - (j). Note that in subsection (c), minimum power costs of
more than 9.5 cents per Kilowatt-hour (iuallfy. In subsection (d), state and federal
offices and facilities other than schools are not entitled to receive power cost
equalization. _ o N

- Sec. 42.45.120 sets out the notice that an electric utility receiving power cost
equalization must glve its customers. It is taken from AS 44.83.162(K).

Sec. 42.45.130 requires utilities to make an effort to minimize costs. It is taken
from AS 44.83.162(1&. _ N o

Sec. 42.45.140 permits customers to petition for inclusion in the power cost
equalization gro ram. It is taken from AS 44.83.162(m).

Sec. 42.45.150 sets out definitions for Secs. 42.45.110 - 42.45.150, taken from
AS 44.83.162§p2. _ o . _

Sec. 42.45.160 permits the Alaska Public Utilities Commission to adjust the

power cost equalization per kilowatt-hour payable to an electric utility. 1t Is taken
from AS 44.83.163. _ o _
Sec. 42.45.170 permits electric utilities exempt from regulation by the APUC
to participate in the power cost equalization program. It is taken from AS 44.83.164.
Sec. 42.45.180 permits the Department of Community and Regional Affairs
to make grants from the power cost equalization and rural electric capitalization fund
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to utilities receivingi_power cost equalization for small power projects that will reduce
the costs of the utility. This is a new section.
Sec. 42.45.190 is a definition section for AS 42.45.100 - 42.45.190.
Sec. 4245200 establishes the electrical service extension fund in the
department. It is taken from AS 44.83.370. _ _
~ Sec. 42.45.250 establishes the bulk fuel revolving loan fund in the department.
It is taken from AS 44.83.600 - 44.83.650. The amount for which a loan may be
made is increased from $50,000 to $100,000. o _
Sec. 42.45.300 permits two or more public utilities to form a joint action
agency for participating in a power ﬂrOJect and to secure financing for the project.
A joint action agency may request the Alaska Industrial Development and Export
Authority (AID A& to issue revenue bonds. This is a new section. _
~Sec. 42.45.400 directs the department to provide rural utilities with technical
assistance as set out in the section. This is a new section. _
~ Sec. 42.45.410 directs the department to delegate as much as possible to the
private sector. This isa new section, _ _
Sec. 42.45.990 sets out definitions for the chapter and is taken, in part, from

AS 44.83.990.

Sec. 6 amends the powers of the Department of Community and Regional Affairs to
include the powers and duties assigned under AS 42.45, enacted by sec. 5 of the hill.

Sec. 7 chanfges the membership of the Alaska Energg Authority (AEA) to be the
members of the Alaska Industrial Development and Export Authority (AIDEA).

Sec. 8 directs that the chair an J vice-chair of AIDEA serve as officers of AEA.

Secs. 9, 10, and 14 restrict the powers of AEA, removing authority for acquiring or
constructing oafvetr)_ﬁrOJects. Many of the statutes affecting the AEA are repealed
insec.  of the bill.

Secs. 11 - 13, and 15 - 22 make technical changes to reflect the reduced scope of
operation of the AEA.

Sec. 23 includes capital reserve funds that secure bonds for power transmission
interties in the definition of "capital reserve fund" for that subsection.

Sec. 24 permits AIDEA to issue bonds for power transmission interties in amounts
greater than AIDEA otherwise could issue and for a longer period of time.

Sec. 25 permits AIDEA to waive or modify requirements of the enterprise
development account to finance a power transmission intertie project.
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Sec. 26 amends the definition of "project” in the chapter pertaining to AIDEA to
include plants and facilities for the generation, transmission, development, transporta-
tion, conversion, or use of energy resources.

Sec. 27 repeals statutes relating to the Alaska Energy Authority board of directors
and employees.

Sec. 28 repeals a number of provisions relating to AEA, to reflect the transfer of
programs to the Department of Community and Regional Affairs and the elimination
of the ability of AEA to acquire or construct power projects.

Sec. 29 gives legislative authorization to AIDEA to issue honds, not exceeding
$60,000,000, for a power transmission intertie between Healy and Fairbanks to be
owned, for the benefit of all of the utilities participating in the intertie, by Golden
Valley Electric Association.

Sec. 30 gives legislative authorization to AIDEA to issue bonds, not exceeding
$60,000,000, for a power transmission intertie between Anchorage and the Kenai
Peninsula to be owned, for the benefit of all of the utilities participating in the
intertie, by Chugach Electric Association, Inc.

Sec. 31 gives legislative authorization to AIDEA to issue bonds, not exceeding
$40,000,000, for a power transmission intertie between the Swan Lake and Tyee Lake
hydroelectric projects and owned, for the benefit of all of the utilities participating
in the intertie, by Ketchikan Public Utilities.

Sec. 32 gives legislative authorization to AIDEA to issue bonds, not exceeding
$25,000,000, for a power transmission intertie between Sutton and Glennallen an
owned, for the benefit of all of the utilities participating in the intertie, by Copper
Valley Electric Association.

Sec. 33 states that the repeal of the Alaska Energy Authority statutes does not affect
existing bonds or actions that have been taken under the repealed statutes.

Sec. 34 transfers the proceedings, activities, and property of the Alaska Energy
Authority to the Department of Community and Regional Affairs to the extent that
the project or program has been transferred to the department by the bill.

Sec. 35 adijressii-  transfer of employees from the AEA to DCRA

Sec. 36 sets out the initial terms of the loan committee, established in Sec. 42.45.060.

Sec. 37 directs the AEA to enter into contracts with private sector entities to the
maximum extent possible.
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Sec. 38 directs that various agencies of state (?overnm_ent work together to ensure an
orderly transfer of functions as required under the hill.

Sec. 39 is a severability clause for the hill.

TC:pl
93-§p59.plm
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STATE OF ALASKA FINPAL NHTF BILL N RS ant

1993 LEGISLATIVE SESSION HOV/HL IMUIt
Revision Date: Dept. Affected: Community & Regional Affairs fPfr| fid
Title: An Act transferring certain projects BRu:
From the Alaska Energy Authority to DCRA___ component:
s P°nsor: Senator Sharp
Requestor: House Finance COMPONENT SERIAL NO.
Expenditures/Revenues: (Thousands of Dollars)
CPERATING FY 94 FY 95 FY 96 FY 97 FY 90 FY 99
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL

REVENLE RUIND SOURCE

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME

TEMPORARY

Estimate of currant (FY93) impact $ none

ANALYSIS.  (Attach a raparata page If nacassan ©

A zero fiscal note is presented assuming the balances of appropriations and obliga-
tions remaining in AEA's rural program functions and AEA's bwned assets at the time
of transfer are transferred to the Department of Community § Regional A ffairs. The
actual cost to DCRA of running AEA programs as restructured by this b ill will be
determined in the interim.

*note: assumes the transfer of AEA's "rural owned assets" only not oti.er AEA owned ass ?ts,

Prepared by: (W?Yl&?UP Phone: 465-4708
Division:  Administrative Services Date: SI/S/<7 f)
Approved by Commissioner: (2 ANN Date: -7 < y

Agency: Community & Regional Affairs
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
Page 1 of 1



FISCAL NOTE

STATE OF ALASKA BILL NO. HCSCSSB106 (FIN)

1993 LEGISLATIVE SESSION

Revision Qate: 5/8/93 DeptAffected: Commerce&Economic Develop
Title: An Act Transferring Certain"  -rru: Alaska Energy aucnoricy

programs rtf fiP.-A-la lira F.nprg.y Alifthnri fy Component Uperationc
Sponsor: Sharp
Requrstor: House Finance Committee COMPONENT SERIAL NO. 1232

BqadituasRaanea (thousands of Qolfors)
OPERATING FY% FY35 FY% FY97 FY98 FY99
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE FUND SOURCE:

FUNDING: (Thousands of Qottors|

1002 Federal Receipts
1003 GF Mitch

1004 GF

1005 GF/Progrsm Receipts
1006 GF/MHTIA

Other \
TOTAL 0 TJ 0 u v b

POSITIONS:
FULLTIME
PART-TIME
TEMPORARY

Estimate of cerraot year (FYI3

Qivision: Adminish. ratival Dote 5/8/93
ApoatyGnmisia; Paul Fuhs | 0otk S
Apy. _—Conmax .e & Ecxgnomi C\\DpvelnpmeaJ

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO 6 O0OVERNOR? LEGISLATIVE O0FHTC.

For further distribution information cad tho Governor's Logialative 0 ffice



HCS CS SB106 (FIN)
Fiscal Note Analysis

This bill would transfer certain functions of the Alaska
Energy Authority (AEA) to the Alaska Industrial Development
and Export Authority (AIDEA). The anticipated total
operating costs of the projects and functions of the AEA are
included in the FY 94 operating budget. AlIl monetary costs
to AIDEA that are associated with this transfer will follow
the transfer of the functions from the AEA. When the AEA"s
functions are split up and transferred, so wi.ll the
corresponding appropriations.

Section 6 of SB 126 makes an appropriation in the amount of
$3,900.0 to the Department of Community and Regional Affairs
for operating costs for carrying out its powers and duties
under AS 42.45 and AS 44.47.050(19) and (20). A portion of
this appropriation will likely be required for transition
expenses.

Page 2 of 2



FISCAL NOTE

STATE OF ALASKA BILL NO. HCSCSSB106(FIN)
1993 LEGISLATIVE SESSION
5/7193 [CeptAffected: Commerce&Economic Dev.
An Act Transferring certain BRU: AIDEA

prngrams nf t4p Alaska F.rtPrgy Anfhnr-i fy Component Q}J—al\/lnnfl
Sponsor Senator Sharp
Requestor. House Finance Committee COMPONENT SERIAL NO. 1234

BeerdiiVRaverLiV (Thousards of Dollars)
OPERATING FY94 FY95 FY9% FY97 FY98 FY99
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 U T3

CAPITAL
REVENUE FUND SOURCE:

FUNDING: (Thousands of Dallars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other
TOTAL U U u u u 0

POSITIONS:
FULTIME

Hittky

Estimate 0f carnal year (FYS3)

ANALYSIS; (Attach mesperate g if necessary)

See Attached Analysis.

Prepared by: Guy Bell 465-2506
Ovsat Administrative. Services. Cix 5/8/93
meomr Paul Fuhs /0 \< Dt

AE. ___ rQThrprop R F.rnnAmin TA71npmpnt

PREPARER TO PROVIDE ALL OISTRINUTION COPIES TO GOVERNOR'S LEGISLATIVE O0FFICE

For further distribution information cad the Governor's Legiaiative 0 ffice



HCS CS SB106 (FIN)
Fiscal Note Analysis

This bil.c changes the membership of the Board of the Alaska

Energy Authority. The same members of the Board of
Directors of the Alska Industrial Development and Export
Authority (AIDEA) become the board members of the AEA. The

anticipated total operating costs of the projects and
functions of the AEA are included in the FY 94 operating

budget. All funding associated with the scaled down AEA
will remain with the AEA.

Page 2 of 2
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State_of Alaska
Waller J. nickel. Governor

\
Alaska Energy Authority
A Public Corporation

May 7,1993
gﬁ orable |Ieenp(thean Co-Chair
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Dear Representative MacLean:
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The Honorable Eileen"MacLean
May 7,1993
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PCE and Rural Electric Fund

Revenue
PGE/RE .4 Investment Income
Debt Service from 4-Dam Pool
30% of 4DP Debt Service

Total
Expenditure
PCE Outlay
Rural Electric Grants (3% of baianc-e)
Total

Surplus (Shortage)

ALASKA ENERGY AUTHORITY

6/30/93 1094 1995

$66,900 $55,581 $43,065

4314 3450
10.39 10.667
3.118 3.200
1433 6.650
$17,000  $17,765
1752 1401

18762 19,166
$11318)  (§12516)

PCE/RE Fund Beginning Balance
Railbeft Energy Fund

Railbelt Intertie Reserve Fund
Inlereston RbltlIntertie Reserve
Bradlay State Fund Surplus
Additional Stale Contribution
Total

(All Dollars in Thousands)

te06 1997 1998

$29,256 $14,060 $3,730

2.496 1.445 519
10.909 11,156 11.406
3,213 3.347 3422
5,788 4.791 3.941

$18584  $18400  $14,060
1013 687
19578 10968 14271

$13610)  (§1519)  (510:330)

A ssum ptions
$0 Annual Inflation R ate
0 Returnon Fund
0
0
66,900
$66,900

1999

$3,557

138
11,584
3475
3.613

$3,730
5
3,786

2000

$3,608

131
11,768
3330
3.661

$3557
S3
3.610
§ ol

~
o

%
%

2001 2002
$3.,659 $3,699
133 135
11,932 12.064
3660 3619
3.713 3.754
$3608  * $3659
o4 55
3.662 3.714
$ 5l $ 4

of fund balance

2003

$3,717

157
12101
3,636
3773

$3,699

95
3,755
$ 1B



ENERGY PROG]F?A?NO’/I FOR ALASKA
AEA to become subsidiary corporation of AIDEA

All AEA bonds, bond related assets, and unobligated assets
will transfer with AEA,

AEA will maintain a separate accounting system to protect
the AEA and AIDEA bond holders. _

AEA to arrange for contracting operation and maintenance
of Bradley Lake to utilities prior to December 31, 1993.
AIDEA to’have authority to Issue bonds_for utility prohect_s.

Joint Action Agencies authorized and given same authority
as that of utilities.

ural programs and functions pf the AEA to he transferred tq the
erPaer.e to %owmumt andpE{e |onafAAPfa|rSW|th empﬁasm on
contracting with the private sector.

[V rants to.Chuaach.Electric and Golden Valley Electric
Fong?ﬁwgrﬁ an.iJ.Sout %rn mterttlels or the Lene}/lt oefyaﬁ
participating utilities.

AIDEA given authority to bond for amounts necessary over
the grant amount. o

Provisions in bill for assured access to interties.

Cost to be distributed proportionate to peak demand.

jdes | hikan Public Utility and Copper Valle
LI ForShncrys ine e and suton-lnditn meote.

Swan-Tyee loan to be 15 years at 3% interest.
Sutton-Glenallen to be 50 years at 0% interest.

Repayment of these loans goes into the Railbelt Energy
Fund and becomes available for appropriation future
Railbelt energy projects. _

Provide authorization for AIDEA to issue bonds for amounts
needed over the loan amounts.

Appropriates $5,000,000 grant for Taszimina Hydro project.

AP 5B R iy f St o completor



RS o] o ot e Gt
B\?E;%IE{E.COSt In the rural areas ot the state™o equa those of urban

Fund to be capitalized with a portion of the accrued

but unappropriated interest on the Railbelt Energy Fund.
,S\Snnual CE to be appropriated from this fund béginning FY
Funding source for grants to rural communities for small
energy projects to reduce the cost of power in these rural
areas’so as to more closely equal the cost of energy in
urban Alaska and eliminate the need for PCE.

Dtjstributest e revenue stream from the 4-Dam Pool to all areas
of the state for energy projects.

30% of 4-Dam pool revenues to the Power Project Fund for
loans statewide for energy projects.

30% of 4-Dam pool reventes to the PCE/REC Fund.

40% of 4-Dam Eool revenues to SE for 4-Dam pool

reserves and SE energy projects.



Alaska Environmental Lobby, Inc. hone: 074034505
I.0. Box 22151 Juneau, Alask.i 00802 Fax: «)07-4f>:i-:m2

POWER 'IPFQA%{IEHHS%NPEI—\I)\ITERTIES

The Alaska Environmental Lobby opposes HB 50/51 and SB 106/126 which
authorize and appropriate funds to build power transmission interties. The
interties would connect Fairbanks-Healy, Anchorage-Kenai, Swan Lake-
Tyee Lake and Sutton-Glennallen. The proposed interties are a costly and
inefficient means of supplying power. More economical and
environmentally sensible alternatives exist.

Progressiv energy policies recognize that energy conservation is the
cheapest and most cost effective way to increase the amount of power
available for other uses. By lowering the "demand," that is, by reducing
the amount of energy consumed, the need for generating additional power
is eliminated. Forexample, an Alaska Energy Authority study found eight
specific conservation measures to be more cost effective in producing
additional available energy than the construction of interties. Thes
measures included converting from incandescent to fluorescent light bulbs
and converting to more efficient hot water heaters, dryers, refrigerators
and dryers. Golden Valley Electri Association also evaluated "demand
side" investments and concluded: "Conservation appears to be the least-cost
resource available to GVEA."

AEL believes that the most effective way to provide for Alaska's future
energy needs would be to require utilities to implement an integrated
resource (or "least-cost") planning process. This process requires utilities
to examine bhoth demand side as well as supply side options to determine the
most cost effective means of providing power. All but a handful of states
now use this process. It isa progressive step towards an economically and
environmentally sustainable energy policy.

The Alaska Environmental Lobby urges legislators to require utilities to
implement least-cost planning, to appropriate funds for conservation
projects, and to reconsider the proposed interties. The increased demand
for power in those communities may well be solved more cheaply and
beneficially with effective conservation measures.
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