


ST A T E  O F  A LA SK A
1996 L E G IS L A T IV E  SE SS IO N
Revision Dato:_________________________________

Title:

F I S C A L  N O T E  hiii Version: _ s t iz z y

(S) Publish Date: <7f t

Four dam pool transfer fund

Department: Comrnerco and Economic Development 

BRU: AEA

Sponsor:

Requestor

Component: AEA

Rules Committee

Governor COMPONENT SERIAL NO. 1948

Expenditures/Revenues

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FYOO FY 01 FY 02
PERSONAL SERVICES I . I
TRAVEL f
CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS I

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 l 0.0 I 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 I 0.0

CHANGE IN REVENUES 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE_________________________________________ (Thousands ol Dollars)

1002 Fodoral Recoipts

1003 GF Match

1004 GoneralFund

1005 GF/Program Recoipts

1006 GF/MHTIA

Other (Four dam pool transfor fund) ; i

TOTAL 0.0 I 0.0 ' 0.0 0.0 I 0.0 0.0

E stim ate  o f any cu rren t yea r (FY  9 6 ) c o a t : S  0 .0

POSITIONS

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate pago tl necessary)

The bill provides funding for repairs and maintenance of the four dam pool project by decreasing the amount of 
funds appropnated from the four dam pool transfer fund to the power cost equalization and rural electric 
capitalization fund: the Southeast energy fund: and the project fund.

Prepared by: W illiam R. Snoll, Exocutivo Director_____________________________________  Phono: (907)269-3000

Division: AEA_________________________ ,  /    Dato: February 6 .1996

Approved by Commissioner W illiam L. Hensley I_a ~  L  Dato: • ' - i ,
Agoncy: Commorco and Ectiriomic Development

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE 

For further dislnbution information, call tho Govomo-'s Legislative Office .
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D r a f t  R i l l

STATE OF ALASKA
1996 LEGISLATIVE SESSION
Revision Date :

Title: "An A c t r e l a t i n g  to  th e  F o u r Dam BRU:

P o o l T r a n s f e r  Fund and  th e  Power D e v e lo p m e n t Fund Component:
Sponsor: R u le s  ____________________________________

Requester:

__________________  .Dept. Affected: C & RA__________

No. ^

F I S C A L  N O T E  nm version: $ 6  22 y
(S) Publish Date:

Rural Energy Programs
_Power_CQ3t E q u a l i z a t i o n

Goy ci aq r

fatyerafoorBs/Revcnues

COMPONENT SERIAL NO . 

(Thousands of Dollars)

. 1 M .

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY TOO FY 01 FY 02
PERSONAL SERVICES 

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

g r a n t s . CLA IM S

MISCELLANEOUS

TOTAL OPERATING 0 0 0 .0 (1 .6 0 0 1 0 ) (1 .6 0 0 .0 ) ( 1 .6 0 0 .0 ) ( 1 .6 0 0 .0 )

| CAPITAL EXPENDITURES

[CHANG E R E V E N U E S  I 1 0 8 9 ) ( 1 .6 0 0 .0 ) j ( 1 .6 0 0 .0 )1  ( 1 .6 0 0 .0 )  | ( 1 .6 0 0 .0 )

FUND SOURCE (Thousands o Dollars)

1002  Federal Receipts

10 0 3  GF M atch

100A  GF

1005  GF/Program Hcccidts

1037  GF/Mental Health

Other 1090 FDPTF (1 .6 0 0 .0 ) ( 1 .6 0 0 .0 ) (1 -G00.0) ( 1 .6 0 0 .0 )

TOTAL 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

Estim ate of any current year (F Y 96 ) cost: 5

POSITIONS

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (A ttach a separate page  if necessaryl

The D i v i s i o n  o f  E n e r g y  assum es  c h a t  th e  F o u r  Dam P o o l T r a n s f e r  Fund (FDPTF) 

r e c e iv e  d e b t  s e r v ic e  r e p a y m e n t s , re d u c e d  by  $4 m i l l i o n ,  e f f e c t i v e  F Y 99 .

w i l l

The 40X a l l o c a t i o n  f r o m  th e  FDPTF to  th e  Power C os t E q u a l i z a t i o n  a n d  R u r a l E l e c t r i c  

C a p i t a l i z a t i o n  Fund (PCE t> R E C F ), AS 4 2 .4 5 .1 0 0 ,  d i r e c t l y  a f f e c t s  th e  m o n ie s  t h a t  

w o u ld  be  a l j c a t c d  t o  t h e  Power C os t E q u a l i z a t i o n  (PCE) on  a 1 :1  r a t i o ,  t o  l e v e l i z e  

th e  im p a c t  on  r u r a l  e l e c t r i c  u t i l i t i e s  a n d  t h e i r  c u s to m e rs  p a r t i c i p a t i n g  t o  PCE.

T h is  p r o je c t e d  r e d u c t io n  c o u ld  a f f e c t  th e  PCE p ro g ra m  f o r  e i g h t  c o n s e c u t iv e  y e a r s .  

W it h  th e s e  r e d u c t io n s ,  th e  PCE & RECF i s  e x p e c te d  t o  be e x h a u s te d  d u r in g  F Y 2000 .

PCE p ro g r a m  f u n d in g  i s  h op ed  to  be $17 m i l l i o n  p e r  y e a r  fro m  FY97 t h r o u g h  FY2000 - 

a f t e r  t h a t ,  a s s u m in g  t h a t  th e  n e t  a v a i l a b l e  d e b t  s e r v ic e  fro m  th e  F o u r  Dnm P o o l i s  

$8 m i l l i o n  p e r  y e a r ,  t h e  f u n d s  a v a i l a b l e  f o r  PCE w o u ld  be a b o u t  $ 3 .2  m i l l i o n  p e r  y e e '

P re p a id  by 

Division
G lo r l y ^ M ^ n n i ,  A s s i s t anc D i r e c t o r

i .n c t

Approved by Comm ission^ 

Agency

 ____________________________  IPhone: _ _ _ _ _ _
______________________________   Dale: > / 6 m ,

Dai & 9 j

269-4642

>ARER TfyPROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OrFICt
f i r  luM**' (fiiinbulion inlo»m»i or t ail tfi» i.ov»>ik» % I nj>il»t.yp Ollicc
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No. 3

Revision Date: D r:.ft B i l l______

STATE OE ALASKA
1996 LEGISLATIVE SESSION

F I S C A L  N O T E  Vf ~ A &

(S) Publish Dute: / f f c
cm

Title: "An ac t r e la t in g  to  the Four Oam Pool

T ra n s fe r  Fund and the Power Development Fund" 

Sponsor: R u le s

Requester:

_D cpt. Aftcctcd:

QRU: -Energy Operations __
t; Southeast Energy Fund-Component:

G o v e rn o r

E x p e n d it u r e s / R e v e n u e s

COMPONENT S I  UAL N O . 

( T h o u s a n d s  o f  D o l la r s )

TTJT

OPERATING EXPEND ITURES FY 97 FY 98 FY 99 FY 1 0 0 FY 01 FY 02

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS . CLA IM S

M ISCELLANEOUS

0 .0 0 .0 (1 .6 0 0 .0 ) ( 1 ,6 0 0 .0 ) ( 1 ,6 0 0 .0 ) ( 1 ,6 0 0 .0 )

TOTAL OPERATING 0 .0 0 .0 ( l .f iQ Q .O L 1 1 .6 0 0 , ,0 ) . - IL iL O O .o }- ( 1 .5 0 0 .0 )

CAPITA!. EXPENDITURES

[CHANGE IN REVENUES I

FUND SOURCE (Thousands o l Dollars)

1002  Federal Receipts

1003  GF M atch 

1 0 0 ' GF

1005  GF/Program Receipts 

1037  GF/Mental Health  
1090 FOPTF (1 ,6 0 0 .0 ) ( 1 ,6 0 0 .0 ) ( 1 ,6 0 0 .0 ) ( 1 ,6 0 0 .0 )

TOTAL 0 .0 0 .0 ( 1 .6 0 0 .0 ) . . .1 1 .6 0 0 ,0 1 . . ( 1 .6 0 0 .0 ) ( 1 .6 0 0 .0 )

Estimate o l any current yoor (FY9G ) cost: 4 

POSITIONS

FULL-TIME

PART-TIME

TEMPORARY

ANALYS IS : (A ttach a separate page it necessary)

The D iv is io n  o f Energy assumes that the Four Dam Pool Transfer Fund (FOPTF) w i l l  receive debt service 

repayments, reduced by $4 m i l l io n ,  e ffe c t iv e  FY99; the p ro jec t reduction 1s assumed *o a ife c t  the fund 
fo r about 8 years .

Reduction o f the 40X a llo c a t io n  from the Four Dam Pool T ransfer Fund to the Soutehast Energy Fund,

As 42 .45 .040 , reduces the monies a v a ila b le  fo r grants to u t i l i t i e s  p a r t ic ip a t in g  In the development o f the 

power transm ission In t e r t ie  between the Tyee Lake and Swan lake  hydroe lectric  p ro jec ts . This reduced 

funding may s l ig h t ly  Impact development o f the p ro je c t . However, Tyee Lake and Swan Lake are part o f the 

Four Dam Pool and they may bene fit from the debt service reduction , In that the reduced amount w i l l  pay 

fo r Four Dam Ppol p ro jects  repairs/improvements.

• e p jn \ |

Di«<s<un

Approved tiy CommasJmrv 

Agency

G lo ria  H ann l, Assistant D irector 
Energy

Phone 
Date . ]

Date
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F I S C A L  N O T E

R eun ion  Dote: Draft B i l l

STATE OF ALASKA
1996 LEGISLATIVE SESSION

o . j £ _

B ill Version: £ $
(S ) Publish Date:

Xitie: "An act re la t in g  to trie Four Uam Fool Ira n s re rg p y , Energy Operations
Fund and Power Development i-una. Component: Power Proiect Fund

Soonsor: Rules
RcQuester: G o v e rn o r COMPONENT SERIAL NO. 1935

Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 100 FY 01 FY 02

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING N/A 0 .0 0 0 0 .0 0 .0 0 .0 0.0

CAPITAL EXPENDITURES N/A 1 i

ICHANGE IN REVENUES 1 I 0 .0 0 .0 (80070) (800 .0 ) (800 .0) (800.0) |

FUND SOURCE (Thousands of Dollars)
’002 Federal Receipts
1003 GF Match
1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other
TOTAL 0 0 0 .0 0 .0 0 .0 0 .0 0 0

Estimate ol any current year (FY96) cost: s

POSITIONS

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate paoe if necessary)

The D iv is io n  o f Energy assumes that the Four Oam Pool Transfer Fund (FDPTF) w i l l  receive debt service 

repayment, reduced by $4 m i l l io n ,  e ffe c t iv e  FY99.

Reduction o f the 20X a llo c a t io n  from the Four Dam Pool Transfer Fund to the Power Project Fund, AS 42.45 .010 

(PPF) reduces the monies a v a ila b le  In  the PPF fo r loans to u t i l i t i e s  or pro jec t developers fo r  energy 

p ro je c ts . Given the ever decreasing a v a i la b i l i t y  o f other funding sources fo r  energy p ro je c ts , e sp e c ia lly  

General Fund moneys, the ex istence o f the PPF 1s very Important to the ru ra l e le c tr ic  u t i l i t i e s ,  e s p e c ia lly  

those that cannot re a d ily  borrow from f in a n c ia l In s t itu t io n s .

The reduction assumed 1n th is  note w i l l  a ffec t the PPF fo r  about e igh t consecutive years .

O.-r ' *
UlkiSiUlt

G lo r lyH a n jji*  A sy 

Tncrgy -

Atipicvrd by Commi'.u
Agenrv

D irector

’AKtR Ti
f  (w

Q rrr^

Phone

Date

Date

■ ' i i lS l ‘Ifilitnal •itiQOR Pa

PREPAHtn TO PROVIDE AIL DISTRIBUTION COPirS TO GOVERNOR S LEGISLATIVf OFFICE
' rgi <i tii'butian i'ii>inaiion u 1 ire ', t Ifpnlniiv* GRtc*
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S E N A T E  C O M M I T T E E  R E P O R T

F i r s t  C o m m it t e e  o f  R e f e r r a l

DATE: 2/9/96 FURTHER: State Affairs
Finance

Date of 5-Day Notice: DATE TURNED , . > /? /
(in accordance with Uniform Rule 23) INTO OFFICE: f ' 1 1

The Resources Committee considered SB 284

Relating to the four dam pool transfer fund and the power development fund.

and recommends:
rep laced with _

[ ] adopt p re v io u s __
[ ] attached amcndment(s)
[ ] adopt Letter o f  Intent by 
[ ] further re fe rra l to th e____

c s

. Committee 
Committee

Senate Bill:
[ ]s^mc title 
[b-Hcw title 

House B ill:
] same title 
] technical title 

’ j new: SCR*____

PREVIOUS F ISCAL NOTE(S):*
Dale Zero Fiscal

y

t i L P e  / f t e y

y

y

I
1-  .

( ] APPROPRIATION -  no fiscal note ‘include fiscal notes accompanying Governor’s bill



O fficia l Business

A l a s k a  S t a t e  L e g i s l a t u r e

State Capitol 
Juneau A K  99801

TO.
MEMO

Tcny Cramer, Legislative Counsel 
Legal Services 
via fax: X2029

FROM: Annette E. Kreitzer, Aide tp Mi.
Senate Resources Committee

DATE: April 10, 1996
RE: CS SB 284 (RES ) - F INAL

The Resources Committee adopted and passed GS203CNG dated 4/9/96 today. Please 
prepare a F INAL Resources Committee Substitute for SB284 including the following 
amendment to that CS.

Page 3, Lines 4-5 :
DELETE : [T H E  E F FE C T IV E  DATE O F  T H IS  B IL L  SE C T IO N ]

Inse rt: M ax_L -1 2 2£
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C S  F O R  S E N A T E  B IL L  N O . 2 8 4 (R E S )

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

N IN E T E E N T H  L E G IS L A T U R E  - S E C O N D  S E S S IO N

BY THE SENATE RESOURCES COMMITTEE

Ottered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A B IL L

F O R  A N  A C T  E N T IT L E D

"An Act relating to bonds issued to repair, improve, o r  maintain the fou r dam

poo l; and relating to the fou r dam pool trans fe r fund and the power

development fund ."

B E  I T  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S ec tion  1. P U R P O S E , (a ) The purpose o f  this Act is to  facilita te the issuance o f  bonds 
o r  o th e r debt by  the A la ska  Energy Authority so  that needed repa irs can be made to the 
h yd roe lec tric  fa c ilit ie s  that m ake up the in itia l p ro ject.

(b )  It is the intent o f  the leg islature that the au tho rity  and the purchasing u tilities 
con tinue to negotia te in good  faith  with respect to the tran s fe r o f  ow nersh ip o f  the in itia l 
p ro je c t to the u tilit ie s , and that a transfe r p lan o r o the r lo n g  ’.e rm  so lu tion  to the econom ic  
d iffic u lt ie s  o f  the in itia l p ro jec t be presented to the Tw entie th  A la s k a  State Leg is la tu re .

(c )  In th is section .
( 1 )  ' in itia l p ro jec t" means the pow er p ro jec t described as the in itia l p ro jec t in 

A S  4 4 .8 3 .3 9 8 (a ) ,  consisting  o f  the Tyee Lake . Swan Lake . S o lom on  G u lch , and T e n o r  Lake

•I- CSSB 284t RES I
,‘.>W T e x t  I ’r . l t r l i r . t i l  tDELETED TEXT BRACKETED I



W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

hydroelectric facilities;
(2 ) "purchasing utilities" means the City o f Ketchikan, doing business as 

Ketchikan Public Utilities; the City o f Wrangell, doing business as Wrangell Municipal Light 
and Power; the City o f  Petersburg, doing business as Petersburg Municipal Power and Light; 
Copper Valley Electric Association. Inc.; and Kodiak Electric Association. Inc.

* Sec. 2. AS 42.45.050(b ) is amended to read:
(b ) Subject to appropriation, the department shall transfer the balance o f the 

four dam pool transfer fund annually as follows; (EACH MONTH IN 
ACCORDANCE W ITH THIS SUBSECTION. SUBJECT TO APPROPRIATION!

(1 ) ficsf,JO -Jhc power development .fund (AS 44.83.382) In the 
amount, i f  anv. necessary to nav debt service on loans o r on bonds issued hv the 
A laska Energy. Authority, on ly i f  the proceeds o f those loans o r bonds were used 
fo r  the purpose o f rcpairine. improving, o r maintaining the initial p ro ject as 
defined in AS 44.83.398;

(2 ) next, the remaining balance, if anv. as fo llows:
(A ) 40 percent o f the balance in the four dam pool transfer fund 

shall be transferred to the power cost equalization and rural electric 
capitalization fund to be used for power cost equalization and rural electric 
projects;

<B) ((2)J 40 percent o f the balance in •' A four dam pool transfer 
fund shail be transferred to the Southeast energy fund to be used for power 
projects for utilities participating in the power transmission interne between the 
Swan Lake and Tyee Lake hydroelectric projects: and

(C ) ((3)J 20 percent o f the balance in the four dam pool transfer 
fund shall be 'ransfcrrcd to the power project fund to be used for statewide 
utility projects.

•  See. 3. AS 44 83.100(b ) is amended to read:
(b ) Bonds shall be authorized by resolution o f the authority, and shall be dated 

and shall mature as the resolution may provide, consistent with the rcnuircments o f 
this subsection (EXCEPT THAT NO BOND MAY M ATURE MORE THAN 50 
YEARS FROM THE DATE OF ITS ISSUE). Bonds shall bear interest at the rates.

CSSB 2£4<RES) -2-
■Vgy Texi •.’ndtrH ned  tCUCTED TEXT SM CtCTtSl
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be in the denominations, be in the form, either coupon or registered, carry the 
registration privileges, be executed in the manner, be payable in the medium o f 
payment, at the places, and be subject to the terms o f redemption which the resolution

ijpnrpvipgi o r maintaining the in itia l p ro ject .as.defined in ,A S  44.83 .398 must 
mature within eight years from  the date o f  issue. O ther bonds issued under this 
subsection must mature within 50 years from  the date o f issue.

• See. 4. AS 44.83.384(a) is amended to read:
(a) The fund may be used by the authority to provide money for

(1 ) the defeasance o f  bonds, or the payment o f debt service on loans 
for or on an issue o f bonds sold in connection with a power project constructed o r 
acquired before August 11. 1993;

(2 ) the cost o f operating, repairing, improving, and maintaining power 
projects constructed or acquired before August 11, 1993; and

(3 ) debt service on power projects constructed or acquired before 
August I I ,  1993.

/ * 7™  1 1 ' vor a subsequent resolution may provide. A bond issued on o r after/the effective date 
o f  this h ill section jwho.se proceeds were used fo r the nnrnosc o f repairing .

\

•3*
7 « x t  ’. ' r .d e r  l i n e d  [C ELSTES  TEXT BM cr.ETED J
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CS FO R  S E N A T E  H IL L  N O . 284( )

IN  T H E  LE G IS LA T U R E  OF TH E  STATE OF A LA S K A  

N IN E T E E N T H  LE G IS LA T U R E  • SECO ND SESSIO N

B Y

Offered:
R e fe rre d :

S p o ru o rtO : S E N A T E  R U L E S  C O M M IT T E E  B Y  R E Q U E S T  O F  T H E  G O V E R N O R

A B IL L

FO R  A N  A C T  E N T IT L E D  

"A n  Act re la t in g  to the fo u r d am  poo l transfer fu n d  a n d  the pow er 

deve lopm ent fu n d ; and  p ro v id in g  fo r  an effective date ."

B E  IT  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T I I E  S T A T E  O F  A L A S K A ;

•  Section 1. AS 42 .45 050(b) is amended to read:

(b ) Subject to appropnation . the department shall transfer the balance o f the 

four dam  pool transfer fund annua lly  as folios* s: (E A C H  M O N T H  IN  

A C C O R D A N C E  W IT H  T H IS  SU B SEC T IO N  SUBJECT T O  A P P R O P R IA T IO N !

( I ) f irs t . fo_thc P>»wer development fund IA S  ■MA13g2Un_ihg 
amount, if an*, necessary to pa* debt *« *k r  »n |oansj)r-.Qn>md*J*vicd-h»Jhg 
Alaska Energy Authority, only If the proceeds of those Iobm or bondi wCrc_UKtl 
for the nurixnc < • r r  cr .1 j r i n iuJ n T  £&*iofc LJD flifllai ningJht: -luilhi L r r  oictLaj 
defined In AS 44.83 J98 :

l 2 j^ a ! Jh c j . cm a i f i I n g J id la i i c c . J JL a i i i^ aY ly ! l o y» jv ;
1A) 40 percent ot the balance in (he four dam  pool transfer fund

•i-  c s s b  :* *  t
».vw r»*r i« T iir.» i ic u c r a  TtxT ttu c u c rm

c f - V &
WORK

9-

4/10/96
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shall be transferred to the power cost cquali. ation and rural electric 

capitalization fund to be used for power cost equalization and rural electric 

projects;

f l l j  [(2)] 40 percent o f the balance in the four dam pool transfer 

fund shall be transferred to the Southeast energy fund to be used for power 

projects for utilities participating in the power transmission intcrtic between the 

Swan Lake and Tyee Lake hydroelectric projects; and

(C ) ((3)) 20 percent o f the balance in the four dam pool transfer 

fund sh rll be transfcucd to the power project fund to be used for statewide 

utility  project*.

•  See. 2 . AS 42 .45 .050(b ) is repealed and reenacted to read:

(b ) Subject to appropriation, the department shall transfer the balance o f the 

four dam  poo l transfer fund annua lly  as fo llow s :

(1) first to the power development fund (AS 44.83.382) in the amount, 

if any. necessary to pay debt service on loans or on bonds issued by the A laska Energy 

Authority , on ly  if  the proceeds o f those loans or bonds were used for the purpose of 

repa iring , im prov ing , or m a inta in ing the in it ia l project as defined in AS 44 .83 .398 ;

(2) next, the rem a in ing balance, if  any, to the power management 

committee o f the in it ia l project for expenditures identified by the committee for 

repairs, maintenance Jmproscmcnts, an<J new construction related to the power projects 

in the in itia l project; in decid ing whether a portion or a ll o f the balance should be used 

for new construction, if  the five purchasing utilities agree, the state may not disapprove 

the construction project;

(3 ) f in a lly , the rem a in ing balance, if  any. as fo llow s :

(A )  40 percent o f the balance in the four dam pool transfer fund 

shall be transferred l r the power cost equalization and rural clcctnc 

capitalization fund to be used for power cost equalization and rural electric 

projects.

(B ) 40 percent o f the balance in the four dam pool transfer fund 

shall be transferred to the Southeast energy fund to be used for power projects 

for utilities participating in the power tiansmiSMon interne between the Swan

WORK DRAFT WORK DRAFT WORK DRAFT
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i Lake and Tyee Lake hydroelectric projects; and

2 (C) 20 percent of the balance in the four dam pool transfer fund

3 shall be transferred to the power project fund to be used for statewide utility

4 projects.

5 * Sec. 3. AS 42 45.050 is amended by adding a new subsection to read:

6 (c) In this section,

7 (1) "in itia l project" has the meaning given in AS 44.83.398(a);

8 (2) "purchasing utilities" means the City o f Ketchikan, doing business

9 as Ketchikan Public Utilities; the City of Wrangell, doing business as Wrangell

10 Municipal Light and Power; the C 'ty of Petersburg doing business as Petersburg

?') 11 Municipal Power and Light; Copper Valley Electric Association, Inc.; and Kodiak

Si 1 2 Electric Association, Inc.

J/1 13 * Sec. 4. AS 44.83.384(a) is amended to read:

i  m (a) The fund may be used by the authority to provide money for

15 (1) the defeasance o f bonds, or the payment o f debt service on loans

16 for or on an issue o f bonds sold in connection with a power project constructed or

17 acquired before August 11. 1993;

18 (2) the cost o f operating, ronairine. Improving. and maintaining power

19 projects constructed or acquired before August 11. 1993; and

20 (3) debt service on power projects constructed or acquired before

21 August 11, 1993.

22 * Sec. 5. (a) Sections 2 and 3 o f this Act take effect only if. on or before June 30. 1997,

23 the state and the purchasing utilities have failed to enter an agreement providing for the

5 24 transfer o f ownership o f the initia l project from the state to the purchasing utilities. The

ij 25 Alaska Energy Authority shall immediately notify the rcvisor o f statutes and the lieutenant

i 26 governor when the state and purchasing utilities enter into such an agreement.

27 (b) In this section, “ initial project" and "purchasing utilities" have the meanings given

i 28 in AS 42.45.050(c). enacted by see. 3 of »his Act.

29 i
• Sec. 6. I f sees. 2 and 3 o f this Act take effect under see. 5 o f this Act. they take effect

30 July 1. 1997,

•3- CSSB :tt4f )
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CS FO R  S E N A T E  B IL L  N O . 284/RES)

IN  TH E  LEG IS LA T U R E  OF TH E  STATE OF A LA S K A

N IN E T E E N T H  LEG IS LA TU R E  - SECOND SESSION 

BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred: \
Sponsor!*): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A B IL L  

F O R  A N  A C T  E N T IT L E D  

"A n  Act re la t in g  to bonds issued lo  repa ir , im prove , o r m a in ta in  the fo u r dam  

p o o l: and  re la t in g  to the fou r d am  pool transfer fu n d  and  the pow e r

deve lopm ent fu n d .

\
B E  IT  E N A C T E D  BY  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

V
•  Section I .  PURPOSE, (a) The purpose o f this Act is to facilitate the issuance o f bonds 

or other debt by the A laska Energy Authority so that needed repairs can be made to the 

hydroelectric fac ilities that make up the in it ia l project.

(b ) It is the intent o f the legislature that the authority and the purchasing utilities 

continue to negotiate in good faith w ith respect to the transfer o f ownership o f the in itia l 

project to the utilities , and that a transfer plan or other long-term solution to the econom ic 

d ifficu lties o f the in it ia l project he presented to the Twcrtticth A laska State Legislature.

(c) In this section. \

( I )  'in it ia l p ro je t .' means the power project d£>cnbcd as the in itia l jject in 

AS 44 .83 .398(a ). consisting o f the Tree Lake. Swan Lake. Solortjon G u lch , and T eno r Lake

*1*
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hydroelectric fac ilities ;

(2) "purchasing utilities" means the City o f Ketchikan, doing business as 

Ketchikan Public Utilities; the City o f Wrangell, doing business as Wrangell Municipal Light 

and Power; the C ity o f Petersburg, doing business as Petersburg Municipal Power and Light; 

Copper Valley Electric Association. Inc.; and Kodiak Electric Association. Inc.

* See. 2. AS 42.45.050(h) is amended to read:

(b) Subject to appropriation, the department shall transfer the balance of the 

four dam pool transfer fund annually as follows; [EACH MONTH IN 

ACCORDANCE W ITH THIS SUBSECTION. SUBJECT TO APPROPRIATION]

(1) firs t t_to_ihe_power development fund (AS 44.83.382) in the 

amount, i f anv. necessary to nav doht service on loans o r on bonds issued hv the 

Alaska Energy Au tho rity , only i f the proceeds ' f those loans or bonds were used 

fo r the purpose o f renairint!. im proving , o r main ta in ing the in itia l project as 

defined in AS 44.83.398:

(2) next, the remaining balance, i f anv. as follows:

(A) 40 percent of the balance in the four dam pool transfer fund 

shall be transferred to the power cost equalization and rural electric 

capitalization fund to be used for power cost equalization and rural electric 

projects;

i B ) [(2)1 40 percent o f the balance in the four dam pool transfer 
fund shall be transferred to the Southeast energy fund to be used for power 

projects for utilities participating in the pi wer transmission intcrtic between the 

Swan Lake and Tyee Lake hydroelectric projects; and

(C) ((3)] 20 percent o f the balance in the four dam pool transfer 

fund shall be transferred to the power project fund to be used for statewide 

u tility projects.

• Sec. 3. AS 44.83.100(b) is amended to read:

(b) Bonds shall be authorized by resolution o f the authonty. and shall be dated 

and shall mature as the resolution may provide, consistent w ith the rcuuiremcnts o f 

th is subsection [EXCEPT THAT NO BOND M AY MATURE MORE THAN 50 

YEARS FROM THE DATE OF ITS ISSUE]. Bonds shall bear interest at the rates.

C S S B  2JU (R K S) -2.
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be in the denominations, be in the form, either coupon or registered, carry the 

registration privileges, be executed in the manner, be payable in the medium o f 

payment, at the places, and be subject to the terms of redemption which the resolution 

or a subsequent resolution may provide. A bond issued on o r after the effective date 

o f  this h il l section whose proceeds were used fo r the nurnose o f re p a ir in g . 

im prov im » 1_o r  m a in ta in in g  the in it ia l p ro ject as .de fined  in  AS 44 .83 .398 must 

m atu re  w ith in  e ight years from  the date o f issue. O ther bonds issued u n d e r this 

subsection must m atu re  w ith in  50 years from  the date o f issue.

* Sec. 4. AS 44.83.384(a) is amended to icad:
(a) The fund may be used by the authority to provide money for

( I )  the defeasance o f bonds, or the payment o f debt service on loans 

fo r or on an issue o f bonds sold in connection with a power project constructed or 

acquired before August 11, 1993;

August I I .  1993.

• Sec. 5. AS 44.88.090(b) is amended to read:

(b) Bonds shall be aulhonzed by resolution o f the authority, and be dated and 

shall mature as the resolution may provide, consistent with the requirements of this 

subsection (EXCEPT THAT A BOND M AY NOT MATURE MORE THAN 40 

YEARS FROM "TOE DATE OF ITS ISSUE]. Bonds shall bear interest at the rate or 

rates, be in the dcr. iminations. be in the form, either coupon or registered, carry the 

registration pnvilcgcs. be executed in the manner, be payable in the medium o f 

payment, at the place or places, and be subject to the terms o f redemption which the 

resolution or a subsequent resolution may provide. A b* nd issued on or a flc i the

V ffcc tr ic_ d a tc_ oM h ish j j|_scc t jnn , \%ho> c_ D L ^^d s w r r c  u w L f c r  th e , p u rp o se  o f
repairing, improving, or maintaining Ihc initial project os defined in A S  44,83,398

musi m aturew Jih in .rua ti *ean from Jhe .da tt o f o ih yr-bond^is s iin L iintig r 

this subsection must mature within 40 years from the date o f Issue.

(2) the cost o f operating, re p a ir in g , im p ro v in g , and maintaining power 

projects constructed or acquired before August 11. 1993; and

(3) debt service on power projects constructed or acquired before

I

-3-
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A l a s k a  S t a t e  L e g i s l a t u r e

Official Business
State Capitol 

Ju n eau  A K  99801

M E M O

TO. Ixgal Services 

via fax: X 2 0 2 9
/ 7 \

F R O M : Annette E. Krcitzcr, Aide 

Senate Resources C o m m i t 0

D A T E : April 8.1996

RE: C S  S B  284 (RES)

Please prepare a Resources Committee Substitute for S B 2 8 4  using the following language. 

I need the C S  by Tuesday, April 9  at 5:00 p.m. for distribution to Resources Committee 

members.

1) T h e  C S  must incorporate an 8-ycar financing term for the bonds.

2) A d d  in a Purpose G a u s c  with the following language:

♦Section 1. (a) T h e  purpose of this Act is to facilitate the issuance of bonds or other debt 

by the Alaska Energy Authority (AEA), the proceeds of which bonds or other debt will be 

used to m a k e  certain needed repairs to the initial project.

(b) It is the intent of the Legislature that the A E A  and the purchasing 

utilities continue to negotiate in good faith with respect to the transfer of the initial project to 

the utilities and that a transfer plan or other long term solution to the economic difficulties 

of the initial project be presented to the 2()th Alaska Legislature.

c) In this section "initial project'’ means the power project described as the 

initial project in A S  44.83.398(a), consisting of the Tyee Lake, S w a n  Lake, Solomon 

Gulch, and Terror Lake hydroelectric facilities.

J
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Purpose Language  fo r  SB 284

♦Section 1. (u) The purpose o f this aet is to facilitate the issuance ofbonds or o ilier debt by the

Alaska Energy Authority (“A EA"), the proceeds o f which bonds or other debt w ill l>c used to make 

certain needed repairs to the in itia l project.

(b ) It is the intent o f  the legislature that any bonds or other debt issued by the A E A , in

accordance w ith subsection (a ), have a term o f no more than 10 years.

(c) It is tlic intent o f the legislature that the A EA  and the purchasing utilities continue to

negotiate in good faith w ith respect to the transfer o f  the in itia l project to the utilities and that a

transfer plan or other long term solution to the economic difficulties o f the in itia l project be presented 

to the 20th A laska Legislature.

(d ) In tins section, “ in itia l project" means the power project described as the in itia l project

in AS 44 .83 .398 (a ), consist: g  o f the Tyee I Jikc, Swan Ia ike , Solomon Gulch , and Terror lo ike 

hydroelectric facilities.
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F A X

D a te :  Sunday, April 07,1996 T im e :  2:02:01 PM

T o :  Annette Kreitzer F r o m :  Keith Laufer

F a x : 907-465-3810 F a x : 907-345-9161
V o ic e :  V o ic e :  907-345-9090

C o m m e n ts :

Attached is draft purpose language to be considered for 
inclusion into SB 284. AEA will provide you with a letter 
regarding the ability to market bonds if the bill limits the 
utilities' self-help waiver. You can reach me through AIDEA on 
Monday at 269-3000. Hope you had a nice weekend.

2 P a g e s
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ALASKA INDUSTRIAL DEVELOPMENT

AND EXPORT AUTHORITY / S  A L A S K A
V « B C D  ENERGY AUTHORITY

480 W E S T  T U D O R  A N C H O R A G E ,  ALA S K A  99S03 90? / 269-3000 FAX 907 / 269-3044

April 8, 1996

The Honorable Loren Leman 
Alaska State Senate 
State Capitol, Room 115 
Juneau, Alaska 99801-1182

Subject: SB284

DearChairman Leman:

At last Thursday’s hearing 01 the Senate Resources Committee, Senator Taylor 
requested that an amendment be drafted to SB284 which would fully restore the four 
dam pool purchasing utilities’ self holp rights in the event divestiture to the utilities of the 
projects falls to occur by a certain date. As you know, the purpose of SB284 is to 
facilitate the issuance of bonds by the Alaska Energy Authority ("AEA") to provide funds 
to initiate certain needed repairs to the four dam pool projects, in support of this bond 
issuance, the purchasing utilities have entered into an agreement with AEA where 
among other things they have agreed to reduce their self-help rights under the power 
sales agreement to the limited extent of the debt service on the bonds. In other words, 
the utilities have already agreed that thoy will not invoke self help to tho limited extent of 
the debt service on any bonds issued for these repairs. This limited self help waiver is 
one of two necessary components ir order to provide a secure revenue stream for the 
payment of the repair bonds. The second necessary component is set forth in SB284. 
SB284 provides the mechanism to insure that the payments made by the utilities are 
first pledged to the aebt service on the bonds.

As w e  understand the amendmont that Senator Taylor requested be drafted, if 
divestiture of the projects to the utilities did not occur by a certain date, the utilities 
contractual ogrccment to partially limit their self help right would be abrogated. 
Accordingly, under Senator Taylor's proposal, a secure payment stream for the bonds 
could not be assured.

We have had preliminary discussions wilh AEA's financial advisor and with one of 
AEA's underwriters regarding Senator Taylor's proposed amendment. Both of these



APR-08-96 HON 14:64 AIDEA-AEA FAX NO. 9072693044 P. 02/02

The Honorable Loren Leman 
April 8. 1996 
Page 2

advisors have indicated that It is their opinion that, if the utilities agreement to limit their 
self help right can be abrogated in the manner contemplated by Senator Taylor’s 
proposed amendment, it will be extremely difficult or impossible to market the bonds. If 
marketable at all, the interest rate and other costs of the bonds would bo prohibitive. 
Accordingly, if Senator Taylor’s proposed amendment were Included In the bill, it is 
unlikely AEA would bo able to issue the bonds for the needed repairs and the purpose 
of SB284 would be thwarted.

I would be happy to answer any questions you or the Committee might have.

t
Development & Finance Manager

cc: William R. Snell. Executive Director
David Ramseur, Office of the Governor 
Pat Pourchot, Office of tho Governor 
Shari Kochman, Office of the Governor

Sincerely.
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ALASKA INDUSTRIAL DEVEL OPMENT 

AND EXPORT AUTHORITY / « r  A L A S K A
r  ENERGY AUTHORI TYAUTHORI TY

1 8 0  W E S T  T U D O R  A N C H O R A G E ,  A L A S K A  ‘> O S 0 l > 0 7  7 6 9 - 3 0 0 0 I AX 9 0 7  /  2 6 9 - 3 0 4 - 1

M E M O R A N D U M

TO Dennis Lewis 
General Manager

FROM Dennis V McCrohan, P .E ^  : 
Deputy Director - Energy , v

DATE March 1 1996

SUBJECT Senate Hearing on Short Term Financing 
Tyee Repairs

Attached is a notification of the Senate Resources Hearing on SB 284 on March 6 I have also 
attached a copy of Senate Bill No. 284. We request that the PMC participate in the heanng 
and suggest that as Chairman of the PMC and also the representative from Petersburg that 
you attend the hearing. Please feel free to involve Wrangell at your discretion Mr Randy 
Simmons will represent AEA in Juneau at the hearing and please discuss the details with him 
The AEA staff will be conferenced into the hearing from Anchorage

Please rail Randy or me if you have any questions

Attachments

cc Keith Laufer
Randy Simmons 
Riley Snell



Randy Simmons

From:
To:
Subject:
Dote:

Katelyn Ohmer
Randy Simmons; Riley Snell
Legislation
Friday, March 01, 1996 11:20AM

It is shaping up to bo a busy week in Juneau next wook for AIDEA/AEA related bills. You may already 
know about thoso meetings/hearings, but I'll share the information anyway so it is all in one place:

March 5 {Tuesday)

House Finance Committee sub-hearing on DCRA energy related matters

March 8 (Friday)

House Labor and Commerce, HB526 IKoit’s AIDEA bill), 3p 

March 14 (Thursday)

PCE meeting

I'll contact Sen. Leman’s office to see if they need additional information on the bill. Will you guys be down 
to testify??? Or via teleconference.

8 a.m.

March 6 (Wednesday)

Senate Resources, SB 284 (4-Dam Pool), Sen. Leman 3:30p



P e t e r s b u r g  M u n i c i p a l  P o w e r  &  L i g h t
P .O . Pox 3 2 9  •  Petersburg. A laska 99H 33  

P hone : 907-7/2-4203

FOUR DAM POOL PURCHASING U T I L I T I E S  
P O S IT IO N  PAPE1

l n t r.ctiuc .tjgn

S i n c e  1 9 8 5 ,  t h e  e l e c t r i c  u t i l i t i e s  i n  W r a n g e l l ,  P e t e r s b u r g ,  
K e t c h i k a n  a n d  t h e  K o d i a k  a n d  C o p p e r  V a l l e y  E l e c t r i c  A s s o c i a t i o n s  
h a v e  p u r c h a s e d  p o w e r  f r o m  f o u r  S t a t e - o w n e d  d a m s .  R e c e n t l y  e f f o r t s  
i n t e n d e d  t o  t r a n s f e r  a c t u a l  o w n e r s h i p  o f  t h e  d am s  t o  t h e  l o c a l  
u t i l i t i e s  f a i l e d .  T h i s  p a p e r  s e t s  f o r t h  t h e  h i s t o r y  o f  t h e  
p r o j e c t s ,  t h e  c o n t r a c t u a l  r e l a t i o n s h i p ,  a n d  t h e  o b s t a c l e s  t o  
o w n e r s h i p  t r a n s f e r .  T h i s  p a p e r  s e t s  f o r t h  t h e  u t i l i t i e s '  p o s i t i o n  
o n  b o t h  t h e  p r o j e c t  o w n e r s h i p  i s s u e  a n d  a l s o  t h e  A E A ' s  c u r r e n t  
p r o p o s a l  f o r  f i n a n c i n g  i m m e d i a t e  r e p a i r s .

I n i t i a l  P r o j e c t
I n  1 9 8 1 ,  T h e  l e g i s l a t u r e  e n a c t e d  t h e  E n e r g y  P r o g r a m  f o r  

A l a s k a .  T h e  E n e r g y  P r o g r a m  w a s  c r e a t e d  t o  f a c i l i t a t e  t h e  f i n a n c i n g  
a n d  c o n s t r u c t i o n  o f  p o w e r  p r o j e c t s  t h r o u g h  d i r e c t  S t a t e  c a p i t a l  
c o n t r i b u t i o n s  u s i n g  a p p r o p r i a t e d  f u n d s ,  a s  w e l l  a s  p r o v i d i n g  a 
m e c h a n i s m  f o r  p o o l i n g  a n y  d e b t  f i n a n c i n g  r e l a t e d  t o  t h e s e  p r o j e c t s .

D u r i n g  t h e  e a r l y  1 9 8 0 s ,  t h e  AEA f i n a n c e d  w i t h  a p p r o p r i a t e d  
f u n d s  a n d  c o n s t r u c t e d  o r  a c q u i r e d  f o u r  h y d r o p r o j e c t s  u n d e r  t h e  
E n e r g y  P r o g r a m  f o r  A l a s k a  ( L a k e  T y e e ,  Sw an  L a k e ,  T e r r o r  L a k e ,  a n d  
S o l o m o n  G u l c h ) . T h e  p u r p o s e  o f  t h e  a c q u i s i t i o n s  w a s  t o  p r o v i d e  a 
l o n g - t e r m ,  r e l i a b l e  s o u r c e  o f  p o w e r  f o r  t h e  c o m m u n i t i e s  o f  
P e t e r s b u r g ,  W r a n g e l l ,  K e t c h i k a n ,  K o d i a k ,  G l e n n a l l e n  a n d  V a l d e z ,  a t  
a n  o n g o i n g  o p e r a t i n g  c o s t  t h a t  w a s  e x p e c t e d  t o  b e  l e s s  t h a n  t h e  
c o s t s  o f  o p e r a t i n g  t h e  d i e s e l  g e n e r a t i o n  u n i t s  t h a t  w e r e  i n  
o p e r a t i o n  i n  t h o s e  c o m m u n i t i e s .  T h e  f i n a n c i n g ,  o p e r a t i o n  a n d  
m a n a g e m e n t  o f  t h e  f o u r  p r o j e c t s  w e r e  c o m b i n e d ,  s t a t u t o r i l y  named  
" T h e  I n i t i a l  P r o j e c t , "  a n d  a r e  c o m m o n l y  k n ow n  a s  t h e  " F o u r  Dam 
P o o l . "

T h e  c o s t s  f o r  c o n s t r u c t i o n  o r  a c q u i r i n g  t h e  I n i t i a l  P r o j e c t  
w a s  i n i t i a l l y  p a i d  b y  b o n d  f i n a n c i n g  t h a t  w a s  r e p l a c e d  w i t h  m on ey  
l e n t  t o  t h e  AEA b y  t h e  D e p a r t m e n t  o f  C om m e rc e  a n d  E c o n o m i c  
D e v e l o p m e n t .  T h e r e  i s  n o  f i x e d  a n n u a l  p a y m e n t  s c h e d u l e ;  AEA 
c o l l e c t s  " d e b t  s e r v i c e "  f r o m  t h e  u t i l i t i e s  o n  a  k i l o w a t t  h o u r  
b a s i s ,  w h i c h  v a r i o s  d e p e n d i n g  o n  t h e  a m o u n t  o f  e n e r g y  s o l d  f r o m  t h e  
p r o j e c t s .

1



AEA h a s  c o n t r a c t e d  f o r  t h e  O&M o f  t h e  f o u r  f a c i l i t i e s  w i t h  t h e  
l o c a l  u t i l i t y  i n v o l v e d .  AEA r e t a i n s  t h e  r i g h t  a n d  r e s p o n s i b i l i t y  
t o  r e v i e w  a n d  a p p r o v e  t h e  a n n u a l  b u d g e t  f o r  t h e  o p e r a t i o n  a n d  
m a i n t e n a n c e  o f  t h e  p r o j e c t .  T h e  c o s t  o f  O&M i s  p a i d  a s  a  kWh 
c h a r g e  b a s e d  u p o n  t h e  c o m b i n e d  a n n u a l  O&M b u d g e t s .

T h e - E S A

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

I n  1 9 8 5 ,  a f t e r  t h e  p r o j e c t s  w e r e  c o m p l e t e d ,  t h e  AEA a n d  t h e  
c i t i e s  o f  K e t c h i k a n ,  W r a n g e l l  a n d  P e t e r s b u r g ,  C o p p e r  V a l l e y  
E l e c t r i c  A s s o c i a t i o n ,  a n d  K o d i a k  E l e c t r i c  A s s o c i a t i o n  ( " P u r c h a s i n g  
U t i l i t i e s " )  s i g n e d  a  P o w e r  S a l e s  A g r e e m e n t  ( " P S A " ) . T h e  p u r p o s e  o f  
t h e  a g r e e m e n t  w a s  t o  e s t a b l i s h  t h e  c o n d i t i o n s  u n d e r  w h i c h  t h e  p o w e r  
f r o m  t h e  S t a t e - o w n e d  f a c i l i t i e s  w o u l d  b o  s o l d .  One  k e y  t e r m  w a s  
t h e  c r e a t i o n  o f  t h e  P r o j e c t  M a n a g em en t  C o m m i t t e e  ( " P M C " )  c o m p o s e d  
o f  a  r e p r e s e n t a t i v e  o f  e a c h  u t i l i t y  a n d  t h e  AEA, a n d  t h e  d e l e g a t i o n  
t o  t h e  PMC o f  b r o a d  d e c i s i o n - m a k i n g  a u t h o r i t y .

B e c a u s e  o f  t h e  s e r i o u s  c o n s t r u c t i o n  c o s t  o v e r r u n s ,  t h e  S t a t e  
r e q u i r e d  t h e  u t i l i t i e s  t o  make  p a y m e n t s  i n t e n d e d  t o  r e p a y  t o  t h e  
s t a t e  p a r t  o f  t h e  c o n s t r u c t i o n  c o s t .  B e c a u s e  o f  t h i s  a d d e d  d e b t  
b u r d e n ,  a n d  t h e  l i m i t e d  r e s o u r c e s  o f  t h e  u t i l i t i e s  t o  p a y  b o t h  
c a p i t a l  a n d  O&M c o s t s ,  i t  w a s  n e c e s s a r y  f o r  t h e  S t a t e  t o  r e t a i n  
o n g o i n g  f i n a n c i a l  r e s p o n s i b i l i t y  f o r  " m a j o r  r i s k s "  ( n o n - r o u t i n e  
m a i n t e n a n c e  a n d  r e p l a c e m e n t s ,  c a t a s t r o p h i c  e v e n t s ,  u n i n s u r e d  l o s s e s  
e t c . ) .

U n d e r  t h e  t e r m s  o f  t h e  PSA ,  t h e  AEA s e l l s  w h o l e s a l e  p o w o r  t o
t h e  f i v e  P u r c h a s i n g  U t i l i t i e s ,  w h o ,  i n  t u r n ,  s e l l  t h e  p o w e r  t o
t h e i r  r e t a i l  e l e c t r i c  c u s t o m e r s .  T h e  u t i l i t i e s ,  t h r o u g h  p u r c h a s e  
o f  p o w e r  f r o m  t h e  p r o j e c t ,  b e a r  d i r e c t  r e s p o n s i b i l i t y  f o r  c e r t a i n  
d e f i n e d  " P o w e r  P r o d u c t i o n  C o s t s "  ( s u c h  a s  r o u t i n e  o p e r a t i o n  a n d  
m a i n t e n a n c e  c o s t s ,  i n s u r a n c e ,  PMC a n d  c e r t a i n  AEA p r o j e c t - s p e c i f i c  
a d m i n i s t r a t i v e  c o s t s ) . I n  a d d i t i o n ,  t h e  P u r c h a s i n g  U t i l i t i e s  
a g r e e d  t o  p a y  a  f i x e d  ( i . e . ,  " c a p p e d " )  c o n t r i b u t i o n  t o  a  " R e n e w a l  
a n d  R e p l a c e m e n t "  (R&R )  Fu nd  ( f o r  t h e  r o u t i n e  r e p l a c e m e n t  o f
c o m p o n e n t s  a s  t h e y  n e e d  r e p l a c e m e n t  o r  r e f u r b i s h i n g ) , a n d  t o  m ake  
a  " d e b t - s e r v i c e "  p a y m e n t  t o  t h e  S t a t e  b a s e d  o n  a f i x e d  c e n t s  p e r  
k i l o w a t t  h o u r  c h a r g e .  T h e  c u r r e n t  F o u r  Dam P o o l  p o w e r  r a t e  i s  50% 
h i g h e r  t h a n  t h e  R a i l b e l t  u t i l i t i e s  p a y  f o r  p o w e r  f r o m  t h e  AEA ow ned  
B r a d l e y  L a k e  p r o j e c t .  T h e  p o w e r  r a t e s  i n  t h e  F o u r  Dam P o o l
c o m m u n i t i e s  a r e  among  t h e  h i g h e s t  n o n - s u b s i d i z e d  ( i . e . ,  n o t  
e l i g i b l e  f o r  P o w e r  C o s t  E q u a l i z a t i o n )  r a t e s  i n  t h e  S t * t o .
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I n  r e t u r n  f o r  t h e  u t i l i t y  c o m m i tm e n t  t o  b ^ a r  t h e  c o s t a  
i d e n t i f i e d ,  t h e  AEA a g r e e d  t o  b e a r  t h e  r i s k s  o f  s u b s t a n d a r d  
f a c i l i t y  p e r f o r m a n c e ,  i n s u f f i c i e n c y  o f  t h e  R&R F u n d ,  u n i n s u r e d  
l o s s e s ,  a n d  o t h e r  d e f i n e d  r i s k s .  T o  i n s u r e  t h a t  t h e r e  w o u l d  b o  
a d e q u a t e  f u n d s  t o  c o v e r  t h e s e  r i s k s ,  t h e  PSA p r o v i d e s  t h a t  t h e  PMC 
may  w i t h h o l d  d e b t - s e r v i c e  p a y m e n t s  f r o m  t h e  S t a t e  a n d  u s e  t h a t  
m o n e y  f o r  r e p a i r s  o r  r e n e w a l s  a n d  r e p l a c e m e n t s .  T h i s  PMC r i g h t  i s  
c o m m o n l y  r e f e r r e d  t o  a s  " s e l f - h e l p " .

N e e d e d  S v s t e m  R e p a i r s
O v e r  t h e  p a s t  f e w  y e a r s ,  i t  h a s  b e c o m e  c l e a r  t h a t  t h e r e  a r e  

s e r i o u s  p r o b l e m s  w i t h  c e r t a i n  I n i t i a l  P r o j e c t  f a c i l i t i e s ,  w h i c h  
i n c l u d e  t h e  f o u r  d a m s ,  t r a n s m i s s i o n  l i n e s  a n d  r e l a t e d  f a c i l i t i e s ,  
f h o  v a s t  m a j o r i t y  o f  t h e s e  p r o b l e m s  a r e  b e y o n d  t h e  n o r m a l  O&M c o s t s  
p a i d  b y  t h e  P u r c h a s i n g  U t i l i t i e s  a n d  a r e  t h e  A E A ' s  f i n a n c i a l  
r e s p o n s i b i l i t y  t o  r e m e d y .

M a j o r  r e p a i r s  a r e  n e e d e d  o n  t h e  T y e e  t r a n s m i s s i o n  l i n e .  A 
r e p o r t  p r e p a r e d  b y  D r y d e n  a n d  L a R u c  ( c o n s u l t i n g  e n g i n e e r s  r e t a i n e d  
b y  AEA) a n a l y z e d  t h e  f a i l u r e s  a n d  i d e n t i f i e d  $ 3 0  m i l l i o n  o f  r e p a i r s  
t o  c o r r e c t  d e s i g n  d e f i c i e n c i e s ,  o f  w h i c h  $ 1 6  m i l l i o n  i s  e s s e n t i a l  
t o  t h e  r e l i a b i l i t y  a n d  s a f e  a n d  p r u d e n t  o p e r a t i o n  o f  t h e  p r o j e c t .  
A s u b s e q u e n t  p r e l i m i n a r y  e s t i m a t e  p r o v i d e d  t o  AEA b y  a n o t h e r  
e n g i n e e r i n g  f i r m ,  P o w e r  E n g i n e e r s ,  c o n f i r m s  t h a t  t h e  T y e e  
t r a n s m i s s i o n  l i n e  c o u l d  n e e d  $ 2 0  m i l l i o n  i n  i m m e d i a t e  r o p a i r s .

T h e  AEA r e c o g n i z e d  i t s  l e g a l  r e s p o n s i b i l i t y  f o r  t h e  r e p a i r  o f  
t h e  t r a n s m i s s i o n  l i n e .  I n  J u n e  1 9 9 5 ,  AEA s i g n e d  a n  a g r e e m e n t  
a c k n o w l e d g i n g  i t s  o b l i g a t i o n  t o  p a y  f o r  T y e e  r e p a i r s  a s  p a r t  o f  t h e  
s e t t l e m e n t  o f  t h e  l a w s u i t  b r o u g h t  b y  f o u r  o f  t h e  P u r c h a s i n g  
U t i l i t i e s .  H o w e v e r ,  how AEA w i l l  p a y  f o r  t h e  w o r k  r e m a i n s  a n
i s s u e .

I n  a d d i t i o n ,  AEA h a s  a l s o  a c k n o w l e d g e d  s i g n i f i c a n t  
r e s p o n s i b i l i t y  f o r  m a j o r  p r o b l e m s  w i t h  t h e  T e r r o r  L a k e  p r o j e c t  o n  
K o d i a k  i s l a n d .  T h e  f u l l  e x t e n t  o f  AEA r e s p o n s i b i l i t y  a n d  i t s  
f i n a n c i a l  r e q u i r e m e n t s  a r e  y e t  t o  b e  d e t e r m i n e d .  A r e p a i r  p r o j e c t  
i n  1 9 9 4  a n d  a  m a n d a t o r y  FERC f i v e - y e a r  i n s p e c t i o n  i n  1 9 9 5  
i d e n t i f i e d  a  n u m b e r  o f  p r o b l e m s  t h a t  im p a c t  t h e  e c o n o m i c  l i f o  o f  
t h e  T e r r o r  L a k e  p r o j e c t .  T h e  p r o b l e m s  i n c l u d e d  e x c e s s i v e  l e a k a g e ,  
e r o s i o n ,  r o c k  d am aq e  a n d  r o c k  a c c u m u l a t i o n  e n d a n g e r i n g  c o n t i n u e d  
o p e r a t i o n  o f  t h e  p r o j e c t .  T h e  1 9 9 4  r e p a i r  p r o j e c t  c x p c c t o d  t h a t  
t h e  r e q u i r e d  w o r k  w o u l d  c o s t  $ 1 . 8  m i l l i o n ,  t a k e  t h e  dam o u t  o f  
s e r v i c e  d u r i n g  o n e  c o n s t r u c t i o n  s o a s o n ,  a n d  r e s u l t  i n  a  s i g n i f i c a n t  
i n c r e a s e  i n  e n e r g y  s a l e s  a f t e r  r e p a i r s  w e r e  m a d e .  H o w e v e r ,  t h e  
r e p a i r  p r o j e c t  w o n t  b a d l y .  T h e  t u n n o l  w a s  r e s t o r e d  t o  s e r v i c e  o n  
O c t o b e r  1 ,  1 9 9 4 ,  w i t h o u t  a n y  i n c r e a s e  i n  e n e r g y  p r o d u c t i o n  a n d  t h e  
w o r k  i d e n t i f i e d  i n  t h e  i n i t i a l  c o n t r a c t  n o t  c o m p l e t e d ,  a n d  w i t h  
e x t e n s i v e  a d d i t i o n a l  r e p a i r s  i d e n t i f i e d  (AEA e s t i m a t e d  t h e  c o s t  t o  
c o m p l e t e  r e p a i r s  a t  o v e r  $ 3  m i l l i o n  d o l l a r s ) .
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I n  a d d i t i o n  t o  t h e s e ,  a n d  o t h e r  AEA r e p a i r  o b l i g a t i o n ,  a l l  
p a r t i e s  a g r e e  t h a t  t h e  c o s t s  o f  n o r m a l  r e n e w a l s  a n d  r e p l a c e m e n t s  
w i l l  s o o n  e x c e e d  t h e  p a y m e n t s  t o  t h e  R&R F u n d .  As a  r e s u l t ,  AEA 
w i l l  h a v e  s i g n i f i c a n t  r e s p o n s i b i l i t y  f o r  a n  o n g o i n g ,  a n n u a l  
i n s u f f i c i e n c y  i n  t h a t  F u n d .

AEA F i n a n c i n g  P r o p o s a l  F o r  I m m e d i a t e  R e p a i r  N e e d s

AEA p r o p o s e s  t o  s e l l  u p  t o  $ 2 5  m i l l i o n  i n  b o n d s  t o  p a y  f o r  
A E A ' s  o b l i g a t i o n s  f o r  i m m e d i a t e  r e p a i r s  t o  t h e  p r o j e c t .  AEA a n d  
t h e  P u r c h a s i n g  U t i l i t i e s  e n t e r e d  i n t o  a n  a g r e e m e n t  i n  J a n u a r y  1 9 9 6  
i n  w h i c h  t h e  u t i l i t i e s  a g r e e d  t o  c o o p e r a t e  w i t h  AEA i n  t h i s  
f i n a n c i n g .  S p e c i f i c a l l y ,  t h e  AEA a g a i n  a c k n o w l e d g e d  i t s  f i n a n c i a l  
r e s p o n s i b i l i t y  f o r  t h e  T y e e  a n d  T e r r o r  L a k e  r e p a i r s  a n d  t h e  
P u r c h a s i n g  U t i l i t i e s  a g r e e d  t o  s u p p o r t  t h e  A E A ' s  e f f o r t s  t o  o b t a i n  
l e g i s l a t i v e  a p p r o v a l  t o  u s e  p a r t  o f  t h e  " d e b t  s e r v i c e "  p a y m e n t s  t o  
r e p a y  d e b t  s e r v i c e  o n  t h e  b o n d s .  T h e  u t i l i t i e s '  r i g h t  t o  " s e l f -  
h e l p , "  T h e  u n c o m m i t t e d  p o r t i o n  o f  t h e  " d e b t - s e r v i c e , " i s  
u n a f f e c t e d .

T e r m s  o f  t h e  f i n a n c i n g  w e r e  l e f t  t o  AEA a n d  t h e  l e g i s l a t u r e .  
B e c a u s e  AEA a n d  t h e  P u r c h a s i n g  U t i l i t i e s  w e r e  i n  s e r i o u s  o w n e r s h i p  
t r a n s f e r  d i s c u s s i o n s ,  AEA p r o p o s e d  t o  d e l a y  d e b t  s e r v i c e  p a y m e n t s  
o n  t h e  t h e o r y  t h a t  s u c h  d e l a y  w o u l d  a l l o w  t h e  o w n e r s h i p  t r a n s f e r  t o  
b e  c o m p l e t e d  b e f o r e  t h e  r e p a y m e n t  o b l i g a t i o n  c om m en c e d .  T h e  
u t i l i t i e s  r e l u c t a n t l y  a g r e e d  t h a t  t h e  f i n a n c i n g  c o u l d  b e  " u p  t o "  2 5  
y e a r s  i n  l e n g t h  a n d  i n i t i a l  d e b t  s e r v i c e  p a y m e n t  c o u l d  b e  d e f e r r e d  
u n t i l  1 9 9 8 .  H o w e v e r ,  t h e  u t i l i t i e s  c l e a r l y  w o u l d  p r e f e r  a  s h o r t e r  
t e r m  a n d  t o  b e g i n  p a y m e n t  o f  d e b t  s e r v i c e  a s  s o o n  a s  J u l y  1 9 9 6 .

D i v e s t i t u r e  T a l k s

I n  1 9 9 3 ,  t h e  S t a t e  l e g i s l a t u r e  p a s s e d  a  b i l l  t h a t  r e s t r u c t u r e d  
t h e  AEA. P r i o r  t o  t h e  A c t ,  t h e  AEA w a s  a  p u b l i c  c o r p o r a t i o n  o f  t h e  
S t a t e  o f  A l a s k a ,  w i t h  a  s e p a r a t e  a n d  i n d e p e n d e n t  l e g a l  e x i s t e n c e .  
A f t e r  e n a c t m e n t ,  A E A ' s  p o w e r  t o  a c q u i r e  new f a c i l i t i e s  w a s  
e l i m i n a t e d ,  t h e  AEA w a s  t r a n s f e r r e d  t o  t h e  d o m a i n  o f  A ID EA ,  a n d  
A I D E A ' s  B o a r d  now d i r e c t s  AEA o p e r a t i o n s .  T h a t  l e g i s l a t i o n  
d i r e c t e d  AEA t o  s e e k  w a y s  t o  t u r n  o v e r  o w n e r s h i p  a n d  c o n t r o l  o f  AEA 
ow nod  p r o j e c t s  t o  t h e  u t i l i t i e s .

T h a t  l e g i s l a t i o n ,  c o u p l e d  w i t h  t e n s i o n  o v e r  A E A ' s  f i n a n c i a l  
r e s p o n s i b i l i t y  f o r  n e c e s s a r y  r e p a i r s ,  l e d  t h e  p a r t i e s  t o  b e g i n  
d i s c u s s i n g  t h e  p o s s i b i l i t y  o f  t h e  AEA t r a n s f e r r i n g  o w n e r s h i p  o f  t h e  
f o u r  h y d r o p r o j e c t s  t o  t h e  P u r c h a s i n g  U t i l i t i e s .  T h e  p a r t i e s  t o  
t h e s e  d i s c u s s i o n s  h a v e  c a l l e d  t h i s  e f f o r t  " d i v e s t i t u r e  t a l k s . "

I n  A u g u s t  1 9 9 5 ,  t h e  p a r t i e s  m e t  a t  C h e n a  H o t  S p r i n g s  f o r  tw o  
d a y s  o f  i n t e n s e  d i s c u s s i o n s .  T h e  r e s u l t  w a s  a  m emo randum  o f  
U n d e r s t a n d i n g  t h a t  s e t  o u t  a  b a s i c  a g r e e m e n t  f o r  n e g o t i a t i o n  o f  a n  
o w n e r s h i p  t r a n s f e r :
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* T h e  PSA w i l l  r e m a i n  i n  e f f e c t  t h r o u g h o u t  t h e  t r a n o f e r .
( T h e  PSA c a n n o t  b e  c h a n g e d  w i t h o u t  u n a n im o u s  a p p r o v a l  b y  
t h e  p a r t i e s . )

* As  p a r t  o f  t h e  t r a n s f e r ,  A E A ' s  o b l i g a t i o n s  u n d o r  t l  o  PSA 
w i l l  b e  t r a n s f e r r e d  t o  t h e  now o w n e r ,  a n d  AEA w i l l  b e  
f u l l y  r e l e a s e d  f r o m  i t s  d u t i e s  a s  o w n e r .

* T h e  AEA w i l l  r e c e i v e  v a l u e  i n  e x c h a n g e  f o r  t h e  t r a n s f e r
a s  d e t e r m i n e d  t h r o u g h  t h o  n e g o t i a t i o n  p r o c e s s .

* T h e  t r a n s f e r  m u s t  p r o v i d e  e c o n o m i c  b e n e f i t  t o  t h e
u t i l i t i e s .  ( T h o  u t i l i t i e s  n e e d  b o t h  s h o r t  t e r m  a n d  l o n g  
t o r m  r a t e  r e d u c t i o n s . )

* Any  o w n e r s h i p  t r a n s f e r  w i l l  b o  s u b j e c t  t o  r o v i o w  o f  t h o
l e g i s l a t u r e  a n d  w i l l  r e q u i r e  t h o  a p p r o v a l  o f  t h o  A IDEA  
b o a r d  o f  d i r e c t o r s  a n d  t h o  g o v o r n i n g  b o d i e s  o f  a l l  f i v e  
u t i l i t i e s .

T o  p r o v i d o  a  common f a c t u a l  b a s i s  f o r  t h e  t a l k s ,  t h e  AEA a n d  
t h o  P u r c h a s i n g  U t i l i t i e s  c o n t r a c t e d  w i t h  H a r z a  N o r t h w o s t ,  I n c .  t o  
p e r f o r m  a  r i s k  a s s e s s m e n t  f o r  t h e  f o u r  p r o j e c t s .  T h o  p u r p o s e  o f  
t h e  r i s k  a s s e s s m e n t  w a s  t o  i d e n t i f y  t h e  r i s k s  a s s o c i a t e d  w i t h  t h o  
o w n e r s h i p  a n d  o p e r a t i o n  o f  t h o  p r o j e c t s .

H a r z a  p r e p a r e d  a  R i s k  A s s e s s m e n t  o f  t h o  p r e s o n t  c o n d i t i o n ,  
e x p e c t e d  f u t u r e  m a i n t e n a n c e  a n d  r e p a i r  c o s t s  a b o v o  n o r m a l  o p o r a t i n g  
c o s t s ,  a n d  r i s k s  a s s o c i a t e d  w i t h  u n p r e d i c t a b l e  o v o n t s .  T h e  H a r z a  
R e p o r t  i d o n t i f i o d  o x p o c t c d  r i s k - r e l a t e d  r e p a i r  c o s t s  o f  
a p p r o x i m a t e l y  $ 1 . 1  m i l l i o n  p e r  y e a r  f o r  t h e  f o u r  p r o j e c t s ,  a n d  a n  
a n n u a l  s h o r t f a l l  i n  t h e  R&R Fu nd  o f  a b o u t  $ 2  m i l l i o n .  I t  a l s o  
i d e n t i f i e d  a b o u t  $ 3 0  m i l l i o n  o f  r e p a i r s  n e e d o d  w i t h i n  t h o  n o x t  f i v o  
y e a r s .  V i r t u a l l y  a l l  o f  t h c s o  c o s t s  w i l l  b e  t h e  r e s p o n s i b i l i t y  o f  
AEA u n d e r  t h o  P o w e r  S a l e s  A g r o e m c n t .  A s  a  r o s u l t ,  t h o  c o s t s  
i d e n t i f i e d  b y  H a r z a  b e c om e  a  m a j o r  f a c t o r  i n  s o t t i n g  a  f a i r  p r i c e  
f o r  t h e  p r o j e c t  i f  s o l d  t o  t h e  u t i l i t i e s .

I n  a d d i t i o n  t o  t h e  f a c i l i t y  r i s k s  r e v i e w e d  b y  H a r z a ,  t h o r o  a r e  
o t h e r  r i s k s  t o  f a c t o r  i n t o  t h e  d i v o s t i t u r e  p r i c e  n e g o t i a t i o n s .  Two 
m a j o r  c o n c o r n s  o f  t h o  P u r c h a s i n g  U t i l i t i e s  a r e  r i s k s  o f  i n f l a t i o n  
a n d  t h e  " m a r k e t "  f o r  p o w o r  s a l e s  i n  t h o i r  c o m m u n i t i e s .

U n d o r  t h e  PSA ,  t h o  u t i l i t y  p a y m e n t s  i n t o  t h o  R&R Fu nd  a n d  t o  
t h o  AEA a s  " d o b t  s o r v i c o "  a r e  f i x o d .  I n  o t h o r  w o r d s ,  t h o y  d o  n o t  
o s c a l o t e  w i t h  i n f l a t i o n ,  a n d ,  t h o r o f o r o ,  t h e  u t i l i t i e s  a r e  
p r o t e c t e d  f r o m  a n y  r a t o  i m p a c t s  a s  a  r e s u l t  o f  i n f l a t i o n a r y  
i n c r c a s o s  t o  r e p a i r  o r  r o n o w a l  c o s t s .  I f  t h o  u t i l i t i e s  a s s u m o  
o w n o r o h i p ,  t h o y  w o u l d  b e  e x p o s e d  t o  t h o  o f f o c t s  o f  i n f l a t i o n  o n  
o u c h  c o s t s ,  a n d  t h o r o f o r o  b o l i o v o  i t  i s  c r i t i c a l  t h a t  a n y  
d i v o s t i t u r o  p r i c o  n e g o t i a t i o n s  r o f l o c t  t h e  v a l u o  t o  t h o  S t a t o  o f  
t r a n s f e r r i n g  t h i s  r i s k  t o  t h o  u t i l i t i o s .
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A n o t h e r  s i g n i f i c a n t  r i s k  t h o  u t i l i t i e s  m u s t  f a c t o r  i n t o  a n y  
p u r c h a s e  p r i c e  i s  t h a t  t h e  m a r k e t s  f o r  t h o  p o w e r  a r e  n o t  g u a r a n t e e d  
a n d  f a c e  r e a l  u n c e r t a i n t y .  T h o  p o w e r  g o n o r a t c d  a t  t h e s e  p r o j e c t s  
s e r v e s  r e l a t i v e l y  s m a l l  a n d  i s o l a t e d  c o m m u n i t i e s .  T h e s e  
c o m m u n i t i e s  a r e  r o l i a n t  o n  o n e  o r  tw o  p r i m a r y  i n d u s t r i e s ,  s u c h  a s  
t i m b e r  o r  f i s h i n g  a n d  t h o i r  o c o n o m i c  v i a b i l i t y  i s  t h r e a t e n e d .  I f  
a  p l a n t  o r  m i l l  c l o s e s  o r  t h e  f i s h i n g  s e a s o n  i s  r e s t r i c t e d  o r  a 
c u s t o m e r  i n s t a l l s  i t s  own g e n e r a t i o n ,  t h e  r e v e n u e s  a n d  e c o n o m i c s  o f  
t h e  s e r v i n g  u t i l i t y  i s  t h e n  a  m a j o r  c o n c e r n .

O v e r  t h o  p a s t  s o v o r a l  m o n t h s ,  t h o  P u r c h a s i n g  U t i l i t i e s  h a v e  
d o n e  e x t o n s i v e  l e g a l  r o v i o w ,  p e r f o r m e d  a  d e t a i l e d  r c v i o w  o f  t h e  
H a r z a  w o r k ,  a n d  r o t a i n e d  a  f i n a n c i a l  a d v i s o r  t o  d o t c r n i n c  t h e  
f i n a n c i a l  c o n s o q u e n c c s  t o  t h o  c o m m u n i t i e s  o f  a s s u m i n g  o w n e r s h i p .  
T h e  m o s t  s e r i o u s  i s s u e  i s  t h e  p r o p o s e d  t r a n s f e r  o f  r i s k s  f r o m  AEA 
t o  t h e  u t i l i t i e s .

C u r r e n t l y  AEA b e a r s  t h o  r i s k s  o f  " m a j o r  r o p a i r s , M i n f l a t i o n ,  
l o s s  o f  l o a d ,  o t c .  I f  AEA w e r e  p r e p a r e d  t o  r e t a i n  s om e  o f  t h e s e  
r i s k s ,  t h o  u  . i l i t i o s  a r c  p r e p a r e d  t o  d i s c u s s  a  s i g n i f i c a n t  p a y m e n t  
t o  t h o  S t a t o  f o r  o w n e r s h i p  o f  t h e  p r o j o c t s .  H o w o v o r ,  AEA h a s  
i n s i s t e d  t h a t  t h e  u t i l i t i e s  m u s t  a c c e p t  a l l  r i s k s  a s  p a r t  o f  a n  
o w n e r s h i p  t r a n s f e r .  T h e  u t i l i t i e s  d o t e r m i : i o d  t h a t  t h e  p r e s e n t  
v a l u o  o f  t h e  f i n a n c i a l  r i s k s  t h e y  w o u l d  a s s u m o  i s  h i g h  e n o u g h  t h a t  
i t  e s s e n t i a l l y  o f f s e t s  v a l u e  o f  t h e  p a y m e n t s  t h e  u t i l i t i e s  
c u r r o n t l y  m ak o  t o  t h o  S t a t o .  I n  o t h e r  w o r d s ,  a l t h o u g h  t h o  
u t i l i t i e s  a r o  w i l l i n g  t o  c o n s i d e r  a  " m o d e s t "  p a y m e n t  t o  t h e  S t a t o  
f o r  t h o  p r o j o c t ,  t h o y  b c l i o v o  t h o  b a s i c  d o a l  n e e d s  t o  b o  t h a t  t h o  
p r i c o  t h o y  p a y  t h o  S t a t o  i s  t o  a c c o p t  ( a n d  t h o r o f o r o  r e l i e v e  t h e  
S t a t o  f r o m )  t h o  s i g n i f i c a n t  r i s k s  f a c i n g  AEA o v e r  t h o  n e x t  f ew  
d e c a d e s .

A t  t h o  l a s t  n e g o t i a t i n g  s e s s i o n ,  AEA s h o c k e d  t h e  P u r c h a s i n g  
U t i l i t i o s  b y  p r o p o s i n g  t h a t  t h o  u t i l i t i e s  ( 1 )  p a y  t o  AEA $ 8 4  
m i l l i o n ,  ( 2 )  a s s u m o  t h o  f u l l  b u r d o n  o f  t h o  a l r e a d y  i d e n t i f i e d  c o a t s  
o f  r o p a i r i n g  T y c o  a n d  T e r r o r  L a k o ,  a n d  ( 3 )  a s s u m o  a l l  c u r r e n t  S t a t e  
r i s k s  u n d o r  t h o  PSA .  T o  o a t a b l i s h  t h o  v a l u o  o f  t h o  P r o j o c t ,  t h o  
S t a t e  d i s c o u n t e d  t h o  r i s k s  e s t a b l i s h e d  i n  t h o  H a r z a  r e p o r t  a n d  
m a x i m i z o d  p o t e n t i a l  r o v o n u o s .  T h o  u t i l i t i o s  o n d o d  n e g o t i a t i o n s  
b o c a u s o  t h i s  AEA p r o p o s a l  i s  s o  f a r  f r o m  a n y t h i n g  c o n s i d o r o d  
r e a s o n a b l e .  b o f o r o  t h o  m o o t i n g  e n d o d ,  t h o  u t i l i t i o s  l i a t o d  t h o  
o t h o r  c o n o i d o r a t i o n s  a n d  r i s k s  n o t  a d d r o a a o d  i n  t h o  S t a t o ' s  
p r o p o s a l  a s  f o l l o w s :  S o u t h o a s t  I n t o r t i o  ( c o n s t r u c t i o n  a n d
o p e r a t i o n ) ,  t h o  p o t e n t i a l  o f  a n  o a r l y  c a t a s t r o p h i c  o v o n t ,  t h o  n o o d  
f o r  a  w a r r a n t y  o n  T y o o  r e p a i r s ,  f u t u r o  r o g u l a t o r y  r i s k ,  T e r r o r  L a k o  
r o p a i r s ,  c o s t  o f  s o t t i n g  u p  a n d  o p o r a t i n g  a  now o n t i t y ,  i n f l a t i o n  
a n d  m a r k o t  r i s k .
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C o n c lu s io n
U n d o r  t h o  PSA ,  t h o  u t i l i t y  r i s k s  r e l a t e d  t o  t h o  p r o j o c t  a r c  

v o r y  l i m i t e d .  T h o  S t a t o  i s  c o n t r a c t u a l l y  r e s p o n s i b l e  f o r  
e x t r a o r d i n a r y  c o s t s  l i k e  r o p a i r i n g  t h o  T y o o  l i n o ,  a n d  t h o  d e b t  
n o r v i c o  c o m p o n o n t  o f  t h o  r a t o  i s  e f f e c t i v e l y  c a p p e d .  T h e s o  w o r e  
v o r y  i m p o r t a n t  v i c t o r i e s  f o r  t h e  u t i l i t i e s  i n  t h e  1 9 8 5  
n e g o t i a t i o n s ,  a n d  c o n t i n u e  t o  b e  i m p o r t a n t  c o n t r a c t  o b l i g a t i o n  o f  
t h o  S t a t o .

I t  i s  i m p o r t a n t  t o  r e m e m b e r  t h a t  t h e  P u r c h a s i n g  U t i l i t i o s  
h o w o v o r ,  a r o  p a y i n g  s om e  o f  t h o  h i g h e s t  w h o l o s a l o  p o w e r  r a t o s  i n  
t h e  S t a t e .  T h o  c u r r e n t  r a t o  f o r  I n i t i a l  p r o j e c t  p o w e r  i s  m o r e  t h a n  
50% h i g h e r  t h a n  t h o  c o s t s  f o r  w h o l o s a l o  p o w e r  g o n o r a t c d  a t  t h o  
B r a d l e y  L a k o  h y d r o o l o c t r i c  p r o j o c t .  Add t o  t h a t ,  t h o  f u t u r e  r i s k s  
o u t l i n e d  i n  t h o  H a r z a  R e p o r t ,  a n d  t h o  r a t e  c o u l d  r i s e  s i g n i f i c a n t l y  
i n  t h o  n o x t  s e v e r a l  y e a r s  a n d  w o r s e n  t h o  e c o n o m i c  p r o b l e m s  f a c e d  b y  
t h o  s e r v e d  c o m m u n i t i e s .

L o w o r i n g  w h o l e s a l e  p o w e r  r a t e s  a n d  o b t a i n i n g  l o c a l  c o n t r o l  was  
t h e  m o t i v a t i o n  o f  t h o  P u r c h a s i n g  U t i l i t i o s  f o r  o n t o r i n g  t h o  
d i v e s t i t u r e  t a l k s .  T h o  m o t i v a t i o n  i s  s t i l l  r e a l .  T h e  u t i l i t i o s ,  
h o w o v o r ,  c a n n o t  t a k e  o n  t h o  o p e r a t i o n a l  a n d  e c o n o m i c  r i s k s  o f  t h o s o  
p r o j e c t s  w i t h o u t  s u f f i c i o n t  c o n s i c - . r a t i o n  i n  t h o  d i v e s t i t u r e  
p r o c e s s .  AEA m u s t  r e c o g n i z e  t h o  o r i g i n a l  S t a t o  g o a l  o f  r a t o  r e l i e f  
t o  i s o l a t o d  c o m m u n i t i e s  a n d  t h e  n e e d  f a r  a n y  t r a n s f o r  o f  o w n o r s h i p  
t o  l e a d  t o  l o s s  e x p e n s i v e  r a t o s .

I c r \ L e w i s ,  PHCMD e n n i s  C .~  L e w i s ,  ‘ PHtf  C h a i r m a n  
I n  B e h a l f  O f  T h o  P u r c h a s i n g  U t i l i t i o s
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D A T E : March 4 ,1 9 9 6

fO. Senate Resource Committee. Alaska State Senate

F R O M :  Dick Olson. President T B P A

S U B J E C T .  Senate Bill 284

A s  you already know, the T homas B ay Power Authority, a Joint Agency of Petersburg 

and Wrangell, contracts w t h  the State of Alaska to operate the Tyee Hydroelectric 

project.

O u r  responsibility has been to operate the project in a prudent manner and to provide ou: 

communities uith reliable electrical energy and to also protect the Slates investment in 

this project.

Every one is aware that the Tyee transmission line is substandard, and has been at risk of 

failure for several years due to a shortage of funding tor repairs.

After m a y  years of investigative work by m a n y  engineering firms. A I D E A  and the 

Project M a n a g e m e n t  Committee (Four D a m  Pool! believe they have arrived at a icvel of 

confidence with the engineering and planning to go forward with the repai. of the Tyee 

Transmission line w h e n  financing can be obtained.

Through an agreement between A I D E A  and the Purchasing utilities. A I D E A  is asking the 

legislature for authority to sell bonds to provide funds to complete the repairs of the I vcc 

line and critical wv»rk needed for othcT Four D a m  Pool projects

The metnod of repayment of the bonds will insulate the legislature from the need lo 

appropriate funds for repairs from other sources to protect the 'Mates investment

Pom It* V x * 7<S71
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The Thomas Bay Power Autlionty urges you to approve the sale ot bonds so work can 
begin this year tor repair of these projects.

Sincerely,

D ic k  O lson. President 

Thuuus  Bay Power Authority

total r.o i
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March 20. 1996

Senator Loren Leman. Chairman 
Senate Resources 
Alaska State Legislature 
State Capitol (MS 3100)
Juneau. AK 99801-1182

RE: SB  284

Dear Senator Leman:

This letter is in response to questions raised at the Senate Resource Committee hearing on SB 
294 held on March 6. 1996

Senator Halford requested specific statutory and regulatory citations authorizing tho Alaska 
Energy Authority (AEA) to negotiate and enter into a Long Term Power Sales Agreement for the 
sale of Four Dam Pool power. Enclosed is a letter from Keith Laufer, Assistant Attorney 
General, addressing this issue.

You requested examples of bonding scenario's showing how the term of the bond issuance will 
affect the yearly debt service and overall cost to the State. Examples, on a comparable basis, 
showing terms of 5. 10 and 25 years, at current rates, follow.

Initial Payment Total Amount Available Annual Debt Total Debt
Term Ditto Issuance EfiL£finattuct&a Service Payments Service

5 7/1/97 $25 Million $24,131,066 $6,217,100 $31,077,086
5 7/1/98 $25 Million $21,418,081 $7,237,932"' $31,766,081
10 7/1/97 $25 Million $24.20B,600 $3,732,744 $37,301,674
10 7/1/98 $25 Million $21,470,156 $3.866.3001'*1 $37,674,942
25 7/1/97 T7 5 Million $24,069,808 $2,386,944' ’ ' $60 297.540
25 7/1/98 $25 Million $21,191,503 S2.386.944'’ ' $60,297,540

(1) Initial annual payment of $2,823,750. annual payment of $7,237,932 thereafter
(2) Initial annual payment of $2,900,478. annual payment of $3,866,300 thereafter
(3) Initial annual payment of $3,059,202, annual payment of $2,386,944 thereafter

ALASKA INDUSTRIAL DEVELOPMENT 

AND EXPORT AUTHORITY



The differences between total issuance and the amount available for construction is made up of 
issuance costs and capitalized interest, if applicable.

Based on the information we currently have, a 10 year term with a one year payment deferral 
would be the alternative that we would most likely choose. The deferral would give us two years 
to find a long term solution to the Four Dam Pool issues, without affecting the current allocation 
of the payment stream that the State receives. If we are unsuccessful, the debt service amount 
would be set at a level that would still allow between S6-7 million to be allocated to PCE, the 
Southeast Intertie and DCRA's power project fund

I hope this information is helpful. If you need any additional information, please do not hesitate 
to call me.

Senator Loren Leman, Chairman
March 20, 1996
Page Two
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cc William R. Snell. Executive Director 
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Senator Rick Halford 
Senator Robin Taylor 
Senator Georgianna Lincoln 
Senator Lyman Hoffman 
Percy Fnsby. Director. Division of Energy. DCRA 
Dennis Lewis. Chairman. PMC
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OFFICE OF THE ATTORNEY GENERAL I

March 18. 1995

TONY KNOWLES. GOVERNOR

PLEASE REPLY TO 

a
PHONE (9 0 7 )X 9  5 I00
FAX (907)276-3697

O  KEY BANK BUILDING
100 CUSHMAN S T . SUITE 400  
FAIRBANKS. ALASKA 99701-4679 
PHONE: (907)451-2811
FAX: (907)451-2846

O  P O  BOX 110300-DIMOND COUR T HOUSE 
JUNEAU. ALASKA 99811-0300 
PHONE (907)465-3600
FAX (907)465-6735

R E : SH 284

O ur f ile  661 -95-0723

Dear Randy:

At your request, I a m  writing this letter to respond to certain questions Senator 

Halford raised at the Senate Resource Committee hearing on Wednesday, March 6, 1996. 

Specifically. Senator Halford requested information regarding the statutory authority of the Alaska 

Energy Authority ( A E A )  to enter into the L o n g  T e r m  Power Sales Agreement for the Four D a m  Pool 

P o w e r  (the P S A )  and the provision therein allowing the purchasing utilities to withhold payments 

under certain circumstances and use the m o n e y  withheld to effect repairs to the projects.

Pursuant to A S  44.83.080 (as in effect w h e n  the P S A  w as executed), A E A  was 

granted broad powers to enter into agreements regarding the sale of energy produced by its projects. 

Specifically. A S  44.83.080 (It)) provided that the A E A  had the power to enter into contracts

for the financing, construction, acquisition, operation and maintenance of all 

or any part of a power project, either inside or outside the stale, and for the 

sale and transmission of power from a project----

This power w a s  reiterated in A S  44.83.080 (II) where A E A  was provided the power to enter into 

contracts "for the purchase, sale, exchange, transmission or use of power from a project or any right 

to any capacity of it."

power

In addition to these specific contractual powers, the A E A  w as provided with the

to enter into contracts or agreements w  ith respect to the exercise of any of its 

|K>wers. and to do all things necessary or convenient to carry out the 

corporate purposes and exercise the powers granted in this chapter.

OVCUX
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AS 44.83.080(14) (effective at the time RSA was executed).

W ith respect to the sale o f power from the Four Dam Pool projects, AS 44.83.398 
set forth factors that were to be considered in computing the wholesale power rate. Under that 
provision, the rate established must equal the amount AEA estimates is necessary to produce revenue 
sufficient to pay for the operation, maintenance and equipment replacement costs o f the projects, the 
power projects proportionate share o f the debt service, and safety inspections o f the power project. 
Ihe provisions o f the PSA take each o f these components into account in establishing the wholesale 
power rate from the Four Dam Pool. ( PSA Section 5 and specifically Section 5(f)).

Under the PSA negotiated by AEA, AEA remained responsible for certain risks 
related to project ownership. These risks included the risks o f uninsured fac ility failures, 
substandard facility performance, inadequacy o f the R&R fund, or failure o f any purchasing utility 
to make payments required under the agreement. Under Section 6(a) o f the PSA, in die event AEA 
was unable to fu lfill its obligations with respect to these risks, the utilities could w ithhold payments 
due under the PSA in order to fu lf ill those obligations. This type o f arrangement is common in many 
commercial transactions. It is often the case that one party to a contract may withhold payment to 
another party and apply the withheld sums to fu lf il l the other party’s obligations. This makes 
particular sense in the context o f the PSA. Under the PSA. the utilities are only required to pay for 
power actually produced. Thus, i f  a facility failure prevents power from being produced by the 
projects, the entire payment stream to the state could be disrupted. Under the mechanism provided 
in the PSA. the utilities can utilize funds to effect repairs ensuring that power continues to be 
produced and that the disruption to the state’s payment stream is minim ized. I have found nothing 
in AEA ’ s statutes or otherwise that would prevent AEA from entering into this type o f arrangement.

To summarize, the PSA entered into by the Alaska Energy Authority appears 
consistent w ith A E A ’s statutes. AEA was granted broad powers as it pertains to entering into power 
sales agreements w ith utilities. The PSA entered into between the AEA and the purchasing utilities 
o f the Four Dam Pool appears w ith in the broad powers granted to AEA.
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Should you have any questions do not hesitate to call.

Very truly yours,

BRUCE M BOTEL I10 
ATTORNEY GENERAL

By: / ) &
/  /Keith A.

Assistant Attorney

KAL :aw
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DATE: March 4,1996

TO: Senate Resource Committee. Alaska State Senate

FROM: Dick Olson. President TBPA

SUBJECT: Senate B ill 284

As you already know the Thomas Bay Power Authority, a Joint Agency o f Petersburg 
and Wrangell, contracts w ith the State o f Alaska to operate the Tyee 1 Iydroclcctric 
project.

Our responsibility has been to operate the project in a prudent manner and to provide our 
communities with reliable electrical energy and to also protect the States investment in 
this project.

F.vcryonc is aware that the Tyee transmission line is substandard, and has been at risk o f 
failure for several years due to a shortage o f funding for repairs.

A fte r may years o f investigative work bv many engineering firms. A IDEA and the 
Project Management Committee (Four Dam Pool) believe they have arrived at a level o f 
confidence with the engineering and planning to go forward w ith the repair o f the Tyee 
Transmission line when financing can be obtained.

Through an agreement between A IDEA and the Purchasing utilities, A IDEA is asking the 
legislature for authority to sell bonds to pro\ ide funds to complete the repairs o f the Tyee 
line and critical work needed for other Four Dam Pool projects.

The method o f repayment o f the bonds w ill insulate the legislature from the need to 
appropriate funds for repairs from other sources to protect the States investment.
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The Thomas Bay Power Authority urges you to approve the sale o f bonds so work can 
begin this year for repair o f these projects.

Sincerely.

D ick Olson, President 
Thomas Bay Power Authority
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The I lonorable Drue Pearce 
President o f the Senate 
Alaska State Legislature 
State Capito l 
Juneau. A K  99801-1182

Dear President Pearce:
Under the autho rity o f art III, sec. 18, o f the Alaska Constitu tion. I am transm itting a b ill 
m od ify ing the d is tribu tion o f money from the fou r dam pool transfer fund and making 
necessary changes to the power development fund These changes arc needed to a llow the 
Alaska Energy Au tho rity (A EA ) to issue bonds fo r needed repairs to the four dam pool 
projects

The Tyee transm ission line links the communities o f W rangell and Petersburg to the Tyee 
Lake hydroelectric project The transmission line has been out o f operation on three 
occasions over the last several years because o f sign ificant deficiencies in the line. Repairs 
are immediately needed to ensure that the line can operate w ithou t a catastrophic failure. In 
addition, repairs arc required to the Terror Lake hydroelectric project power tunnel. Due, 
at least in part, to design deficiencies, the Te rro r Lake power tunnel has not performed in 
accordance w ith reasonable standards.

Under the long-term power sales agreement between the AEA and the purchasing u tilitie s 
o f the fou r dam pool, the required repairs to the Tyee transmission line and some o f the 
repairs to the Te rro r Lake power tunnel are obligations o f the A E /\ Under the agreement, 
the u tilitie s make annual debt service payments to the state Over the past several years, 
these payments have amounted to between S8 m illio n and SI 1 m illio n annually The 
utilitie s may reduce o r w ithho ld this payment, however, i f  the AEA lacks su ffic ien t money 
to fu lf i l l its obliga tions under the agreement

The ab ility to w ithho ld payment is generally referred to as the u tilitie s self-help righ t 
Since the Tyee transm ission line repairs and some o f the Terror Lake tunnel repairs are 
obligations o f the AEA . the purchasing u tilitie s could w ithho ld the annual debt service 
payment to provide money fo r these repairs In fact, under a settlement agreement w ith 
AEA . the purchasing u tilitie s invoked the ir self-help righ t last fiscal year and w ithhe ld S4 
m illion to conduct engineering for the required repairs



The debt service payment made by the u tilitie s is deposited into the four dam pool transfer 
fund Under current law. subject to appropria tion. 40 percent o f the balance in the four 
dam pool transfer fund is transferred to the power cost equalization and rural electric 
capita lization fund; 40 percent goes to the Southeast energy fund, and 20 percent goes to 
the power project fund.

AEA intends to issue up to S25 m illio n o f bonds to finance the immediately needed Tyee 
transmission line repairs and the obligations o f the AEA w ith respect to the Terror Lake 
power tunnel fo r these repairs That would prevent the u tilitie s from w ithho ld ing the ir debt 
service payments. Under existing law, AEA has the authority to issue these bonds and they 
nay carry the moral obligation o f the state. The bonds w il l have a term o f no more than 25 
years Annual payments arc estimated at between S3 m illio n and $5 m illio n and w ill begin 
no later than July 1, 1998

The purpose o f the deferral o f bond payments to July 1, 1998, is to give the AEA time to 
develop a long-term plan for the four dam pool facilities. The AEA is currently negotia ting 
to sell the dams to the u tilitie s I f  the sales take place, the bonds w ill be paid o f f before any 
debt service payments are due

In order to make the proposed bonds marketable, bond investors must be assured that a 
secure revenue source is available fo r the debt service on the bonds There arc two critica l 
elements to ensure this secure revenue source First, the u tilitie s must lim it the self-help 
righ t under the power sales agreement to guarantee that a su ffic ien t payment is made to the 
AEA to cover the debt service In that regard, the four dam pool project management 
committee and the AEA entered into an agreement whereby the u tilitie s w ill lim it the ir 
self-help righ t The second critica l element is to ensure that the first ca ll on the payments 
made by the u tilitie s is fo r the debt service related to the bond issue Th is b ill accomplishes 
that second critica l element

Section 1 o f the b il l modifies current law so that, f ibject to appropriation, an amount 
necessary to cover the debt service on the loans j r  bonds w ill be transferred from the four 
dam pool fund to die AEA power development fund. Section 2 o f the b ill c la rifies that 
money in the AEA power development fund can also be used fo r repairing and im prov ing 
power projects constn ictcd or acquired before August 1 !. 1993

This b ill w ill a llow the immediately needed repairs on the four dam pool fac ilities to go 
forward. Meanwhile , discussions w ill continue w ith the u tilitie s to develop a long-term 
solution to the financing and econom ic needs o f the projects

I urge your passage o th is b ill

S incerely.
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