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MAn Act malting a sp'-' al appropriation to the povomor’n office of teleccopamicctionaf

and providing for an effective date.'*

C O M M I T T E E  R E P O R T

M r .  S p e a k e r D a t e

FINANCE
The  Comm i t t e e  on
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IK TRE ROUSE . BY THE FINANCE COMMITTEE

CS Fo r  ROUSE B IL L  NO. 778 

IN TRE LEGISLATURE OF TRE STATE OF ALASKA 

NINTH LEGISLATURE -  SECOND SESSION 

A B IL L

For an Act e n t i t l e d :  "An Act making a s p e c i a l  a p p r o p r i a t io n  t o  th e  G overnor 's

o f f i c e  o f  t e le c om m u n ic a t io n s ;  and p r o v id in g  f o r  ah 

e f f e c t i v e  d a t e . "  •*.

BE IT  ENACTED BY TRE LEGISLATURE OF TRE STATE OF ALASKA:

* S e c t io n  1 .  The sum o f  $43 ,000 i s  a p p r o p r i a t e d  from th e  g e n e r a l  fund  

t o  th e  g o v e r n o r ' s  o f f i c e  o f  t e le com m un ic a t io n s  f o r  th e  pu rp o se  o f  two-way 

aud io  t r a n sm is s io n  by s a t e l l i t e  o f  s e l e c t e d  l e g i s l a t i v e  s e s s i o n s  and
J/Ai  ~ 7 r/ tr tz U £ . /C’/C’Q £ > it C  7 " 'o  a j  0 /£ >  /  5

committee h e a r in g s . 7~c> , ■7~'Vots~
sf/O /O s? */-'*/?/s * 7 ^/e a/  , <.'.-7>s 'T/Ac t  k /r  T ~ / c aJ

* S e c .  2 . The sum o f  $ 1 ,5 0 0 ,0 0 0  i s  a p p r o p r i a t e d  f iom  th e  g e n e r a l  fund  

to  th e  Governo.r’ s  o f f i c e  o f  t e le com m un ic a t io n s  f o r  th e  pu rpose  o f
o

e s t a b l i s h i n g  a s a t e l l i t e  t e l e v i s i o n  p r o j e c t  f o r  th e  S t a t e  o f  A l a s k a .

* S e c . '  3 . "  T h is  Act t a k e s  e f f e c t  J u l y  1 ,  197G ■ •
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I n t r o d u c e d :  2 / 1 7 / 7 6

R e f e r r e d :  F i n a n c e

IN THE HOUSE B\ BROWN AND DUNCAN

HOUSE B IL L  NO. 778 
IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE -  SECOND SESSION 

A B ILL

Fo r  an Act e n t i t l e d :  "An Act making a s p e c i a l  a p p r o p r i a t io n  to  th e  g o v e r n o r 1 :

o f f i c e  o f  t e le c om m un ic a t io n s ;  and p r o v id in g  f o r  an e f ­

f e c t i v e  d a t e . "

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t io n  1 .  The sum o f  $ 15 0 ,0 00  i s  a p p ro p r ia t e d  from th e  g e n e r a l  fund 

to  th e  g o v e r n o r 's  o f f i c e  o f  t e le com m un ic a t ion s  f o r  th e  purpose o f  t e l e v i s i n g  

l e g i s l a t i v e  s e s s i o n s  and committee m ee t ing s  and f o r  t r a n sm is s io n  a c r o s s  th e  

s t a t e  by s a t e l l i t e .

* S e c .  2 . T h is  Act t a k e s  e f f e c t  J u l y  1 ,  1976 .

-1- H B  7 7 8



J U N E A l l .  A L A S K A

The H o n o r a b l e  C h a n c y  Croft

It is the i n t e n t  of the S enate  H e a lth, E d u c a t i o n ,  a nd Social 
Services c o m m i t t e e  in i n t r o d u c i n g  a nd p a s s i n g  S e n a t e  bill it 696 to p r o v i d e  a p i l o t  s a t e l l i t e  t e l e v i s i o n  p r o j e c t  for the 
state of Alaska.

The $1.5 m i l l i o n  a p p r o p r i a t i o n  is d e s i g n e d  to p r o v i d e  a f u l l­
time s a t e llite t r a n s p o n d e r  l e a s e d  for one year. T h i s  w i l l  
p r o v i d e  one c h a n n e l  of t e l e v i s i o n  f o r  selected v i l l a g e s ,  and 
b r i n g  live s a t e l l i t e  c o v e r a g e  to the u r b a n  areas.- The 
t r a n s p o n d e r  iaay a l s o  be u s e d  t o  i m p l e m e n t  H e a l t h  and E d u c a t i o n  
v ideo se rvices to Alaska.

The a p p r o p r i a t i o n  g o e s  to the G o v e r n o r ' s  Offi ce of T e l e c o m m u n i c a­
tions (GOT). T h e  G O T  is r e s p o n s i b l e  for the c o m p l e t i o n  of the 
project, h o w e v e r  t h e y  h a v e  the a u t h o r i t y  to c o n t r a c t  w i t h  
any other state a g e n c y  or p r i v a t e  c o n t r a c t o r  for a s s i s t a n c e  
wi t h  the project.

The v i llag e site s e l e c t i o n s  s h a l l  be m a d e  by the A l a s k a  F e d e r a t i o n  
of N a t i v e s  t e l e c o m m u n i c a t i o n s  c o m m i t t e e ,  w i t h  the c o n c u r r e n c e  
of the GOT. T he A F F  c o m m i t t e e  w i l l  w o r k  w i t h  t h e  G O T  and t h e  
AEBC in d e t e r m i n i n g  p r o g r a m m i n g ,  r •

C o m m e r c i a l  and P u b l i c  b r o a d c a s t  s t a t i o n s  w i t h  a c c e s s  to a l a r g e  
e arth s t a t i o n  w i l l  h a v e  the o p p o r t u n i t y  to r e c e i v e  n e t w o r k  
progr a m s  v i a  the s t a t e - l e a s e d  t r a n s p o n d e r .  This w i l l  offei1 
s a m e-day v i e w i n g  for m a n y  n e t w o r k  p r o g r a m s ,  and a l l o w  live 
satelli te b r o a d c a s t  for p u b l i c  a f f a i r s  a nd s p e c i a l  e ve nts 
state-wide.

This pilot p r o g r a m  w i l l  o f f e r  the o p p o r t u n i t y  to d e t e r m i n e  
the bes t t e c h n i c a l  and a d m i n i s t r a t i v e  p r o c e d u r e  for a s t a t e­
wide program. The G O T  sh all r e p o r t  to the n e x t  l e g i s l a t i v e  
session t h e i r  r e c o m m e n d a t i o n s  for the .implementation of a 
state- wide s a t e l l i t e  t e l e v i s i o n  system.



S A T E L L I T E  T E L E V I S I O N  P R O J E C T

T h i s  p r o j e c t  w i l l  e n a b l e  us to s a t i s f y  i m m e d i a t e  d e m a n d s  at a m i n i m u m  
c o s t  and to o b t a i n  the e x p e r i e n c e  n e c e s s a r y  to e s t a b l i s h  p o l i c i e s  tha t 
w o u l d  e n c o u r a g e  the d e v e l o p m e n t  o f  a stable, s e l f - s u p p o r t i n g  t e l e v i s i o n  
s y s t e m  w h i c h  w i l l  m e e t  the n e e d s  of the rural areas, be of v a l u e  to the 
c o m m e r c i a l  operators, a n d  be a v a i l a b l e  for e d u c a t i o n  and s o c i a l  service.

B u s h

1. P u r c h a s e  T V  r e c e i v e  e q u i p m e n t  for 24 s m a l l  e a r t h  stations.
$10,000 e a c h  = $240,000.

2. P u r c h a s e  T V  d i s t r i b u t i o n  e q u i p m e n t  for 24 r u r a l  v i l l ages.
$1 0,000 e a c h  = $240,0 00

3. P r o v i d e  5 h o u r s / d a y  of T V  t r a n s m i s s i o n  to b u s h  s t a t i o n s  
p l u s  e d u c a t i o n a l  progra m m i n g .

a. live
b. f r o m  low er 48 d e l a y  c e n t e r
c. f r o m  A l a s k a  p r o g r a m m i n g  c e n t e r

U r b a n

1. M a k e  t r a n s p o n d e r  a v a i l a b l e  to b r o a d c a s t e r s  w h e n  not t r a n s m i t t i n g  
to the bush. T w o  T V  c h a n n e l s  can be t r a n s m i t t e d  s i m u l t a n e o u s l y  
i n t o  large e a r t h  stations. If t h i s  m o d e  of o p e r a t i o n  w e r e  u s e d  
16 h o u r s  p e r  day, 32 h o urs of p r o g r a m m i n g  c o u l d  be i m p o r t e d  for 
u r b a n  b r o a d c a s t e r s ,  i.e., 8 h o u r s  p e r  n e t w o r k  e a c h  day.

a. u r b a n  b r o a d c a s t e r s  m a k e  d e l a y  a r r a n g e m e n t s
b. u r b a n  b r o a d c a s t e r s  w o r k  o u t  s c h e d u l e  a r r a n g e m e n t s  a m o n g  

t h e m s e l v e s

U r b a n / B u s h

1. P r o g r a m s  c o u l d  o e  b r o a d c a s t  r e a l  t i m e  to b o t h  u r b a n  a n d  b u s h  
l o c a t i o n s  o n  single c h a n n e l  p e r  t r a n s p o n d e r  operat i o n .

M o s t  o r i g i n a t i o n  for b u s h  w o u l d  c o m e  f r o m  s t a t e s i d e  d e l a y  center, 
w i t h  s u p p l e m e n t a l  or o c c a s i o n a l  b r o a d c a s t s  o r i g i n a t e d  f r o m  
A l a s k a n  stations.

P r e l i m i n a r y  B u d g e t  E s t i m a t e

f u l l - t i m e  n o n  b a c k e d  up t r a n s p o n d e r  
24 e a r t h  s t a t i o n  receivers, 10k e a c h  
24 m i n i  t r a n s m i t t e r s ,  10k e a c h  
d e l a y  c e n t e r  and m i s c e l l a n e o u s  c h a r g e s

$ 5 0 0 , 0 0 0
2 4 0 . 0 0 0
2 4 0 . 0 0 0
5 2 0 . 0 0 0  

$1.5 m i l l i o n



F o r  p a r t - t i m e  t r a n s p o n d e r  for b u s h  t r a n s m i s s i o n

1 y e a r  at 5 h o u r s / d a y  = 1825 hours

h o u r l y  rate: $800 h r  x  1825 = $1.46 m i l l i o n

c o n c l u s i o n — c h e a p e r  to lease f u l l - t i m e  t r a n s p o n d e r  at 
500k p e r  y m r

E a r t h  s t at ion r e c e i v e r s  are b u d g e t e d  at 10k e a c h  i n s t a l l e d

M i n i  TV t r a n s m i t t e r s  are b u d g e t e d  at 10k e a c h  installed. 
T h i s  i n c ludes a p p l i c a t i o n s  and license fees.

$ 5 2 0 , 0 0 0  for d e l a y  c e n t e r  and m i s c e l l a n e o u s  c h a r g e s  a l l o w s  
for o p e r a t i n g  e x p e n s e s  of $60 p e r  h o u r  on t he ba sis of 24 
h o u r s  p e r  day.
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I .  REQUEST
B i l l  No. HB 778 _____________________________________________________________________________________
T i t l e :  Act making a special appropriation to .Governor's Office r>f Trlpr-nm- r. .prnuiriing—
Requested by : Legislative Finance_________________________ D ate :___________________________________
Return Date Requested: March 12, 1976___________________________________________________________
Acency: Office of Telecommunications__________Program: Television Production Studio
Title (cont'd): for an effective date.

% r ^ 6 z - .  / ..... .

T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
F I S C A L  N O T E

S e c o n d  S e s s i o n  -  N i n t h  L e g i s l a t u r e

I I .  FISCAL DETAIL
Budget Request Un it(s)  A f fe c ted : Office of Telecommunications
A. EXPENDITURES:' (Thousands o f  d o l l a r s )

OBJECT FY 76 FY 77 FY 78 FY 79 FY' 80 FY 81
100 PERSONAL SERVICES 18.100
200 TRAVEL 2,500
300 CONTRACTUAL 108,600
*100 COMMODITIES 3,250
500 EQUIPMENT 17,550
600 LAND & STRUCTURES -0-
700 GRANTS, CLAIMS, ETC. -0-

TOTAL $150,000

3 . FUNDING: (Thousands o f  d o l l a r s )

GENERAL FUND 1 $15 0 ,0 0 0 ■ _  1
FEDERAL FUNDS 1 |

• OTHER 1 1

C. POSITIONS: '

PERMANENT/TEMPORARY 1 f 1! /2 1 / 1 / | / ' I /
• MAN MONTHS ( P . /T . ) 1 7 1 / 10 1 7 1 / 1 * I 7

I I I .  ANALYSIS (See F i s c a l  Note P repara t ion  In s t r u c t io n s ,  S ec t ion  I I I )
A. Assumptions: 1) That production studio be located in Capitol Bldg. so that televising

of sessions and hearings can be easily accomodated.
2) Production Studio will be operated by the University of Alaska. 

Southeast, since Office of Telecommunications is confining its role to that of telecom­
munications plans and policy. The Office of Telecommunications will transfer the 
studio facility to the University of Alaska, Southeast, on June 30, 1976. The 
University will continue to provide the same services to the Legislature and other state 
agencies (see attached narrative and budget request for basic operations of studio).

3) That basic operation of the production studio is funded at the level 
set forth in the attached document,

IV . ATTACHMENTS
A. Summary: Transference of Television Production from the Office of 

Telecommunications to the University of Alaska, Southeast.
B. Transfer of property and resources of the Office of Telecommunications 

to the University/of Alaska, Southeast.
C. Budget the proposed transfer of TV Production facility.

V. DATE:______________________________ PREPARED BY:  ___________________________________________

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e
cc: B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  (First L e g i s l a t o r  N a m e d )

H/5 50



-311. ANALYSIS (Cont'd)

B . Program Survey

1 .  Positions: The basic str needed to carry out this program will be
in place if the basic studio operational budget request is approved.
Two additional J  time temporary positions will .be needed:

a. Clerk typist III for correspondence with broadcast stations, cable 
systems and legislators; record keeping and filing of video tape 
rating. 5 months @ $998/mo + 210 benefits = $6,037.00.

b. Administrator/scheduler for liaison with legislative leadership 
and broadcast stations and cable systems; schedules product’ons 
of selected hearings and sessions; contracts with longlincs cai ricr 
for sate’ lite time; supervises tape mailing and return system. 
$1994/mo + 418/mo benefits for 5 months = $12,063.00.

2. Other Expenditures

a. Contractural Services

1 .  Audio transmission satellite time. Two-way circuit from Juneau 
to Anchorage, Fairbanks, Bethel, Nome, Valdez, Sitka and 
Ketchikan. $27,000.

2. Television transmission satellite time. One-way satellite 
transmission of i hour of highlights plus iocal loop connections 
for 100 legislative days. $80,000.

3. Additional graphics support. $1,300.

4. Postage. $300.00.

b. Travel

One installation trip to each location plus reserve for
• maintenance. $2,500.

c . Commodities

1 .  Video-tape for maslertaping four hours per day x 100 
days = $210.00 per day x 10 (2 week suply-rcuseable). 
$2,100.00.

2. Video-cassette stock for mailing longer segments on 
request. 30 hours x $25.00 = $750.00.

3. Audio tape stock. $400.00.

d. Equipment

1 .  Character Generator - for fast lettering, titles, etc. during 
live coverage. $11,000.00.

2. Office equipment for two temporary employees. $1,450.00.

3. Audio origination (two mixers; eight microphones; two 
speakers and amplifiers; two tape recorders; cabinets for 
housing same). $3,200.00.

4. Audio reception and feedback equipment for seven 
sites. $1,900.00.

3. Funding - from General Fund as outlined in HB778.



SUMMARY: TRANSFERENCE OF TELEVISION PRODUCTION FROM THE

OFFICE OF TELECOMMUNICATIONS TO THE 

UNIVERSITY OF ALASKA, SOUTHEAST

F i s c a l  Yea r  1977 w i l l  see  the  e l i m i n a t i o n  o f  the  t e l e v i s i o n  p r o d u c t i o n  

f u n c t i o n  f rom  the  G o v e r n o r ' s  O f f i c e  o f  T e le com m un ic a t io n s  because  o f  a change 

i n  p r i o r i t i e s  and m i s s i o n .  The OTC was i n i t i a l l y  funded  i n  197^ to  s u ppo r t  

the  ATS-6 e x p e r im e n t .  In  a d d i t i o n  i t  has se rved  to  p r o v i d e  med ia  s e r v i c e s  

t o  the L e g i s l a t u r e ,  the O f f i c e  o f  the Gove rno r ,  o t h e r  S ta te  A g e n c i e s ,  and 

o t h e r  l o c a l  g r o u p s .  The need f o r  such p r o f e s s i o n a l l y  p roduced  p rog ramm ing  

i s  e v i d e n t  f rom  the c u r r e n t  l e v e l  o f  u t i l i z a t i o n  and the  p r o j e c t e d  i n c r e a s e s  

o f  the v a r i o u s  consumers .  New uses a re  b e i n g  d e v e lo p ed  as the a v a i l a b i l i t y  o f  

t h i s  commun ica t ions  s e r v i c e  becomes b e t t e r  known and as i t s  i n f o r m a t i o n a l  and 

t r a i n i n g  a c t i v i t i e s  i n c r e a s e .  A f t e r  s t u d y i n g  a number o f  a l t e r n a t i v e s ,  the 

O f f i c e  o f  T e le com m un ic a t i o n s  i s  recommending the t r a n s f e r  o f  equ ipment  and 

the  p r o d u c t i o n  f u n c t i o n  to  the  U n i v e r s i t y  o f  A l a s k a ,  S o u th e a s t .  T h i s  makes 

sense  f o r  a numbe. o f  r e a s o n s :  The U n i v e r s i t y  has a mandate to  p r o v i d e  p u b l i c

s e r v i c e ;  w i t h i n  UASE P u b l i c  S e r v i c e ,  the u n i t  w h i c h  wou ld  l o g i c a l l y  assume 

a d m i n i s t r a t i v e  r e s p o n s i b i l i t y  f o r  t h i s  o p e r a t i o n ,  t h e re  i s  an e x i s t i n g ,  

a p p r o p r i a t e  p r o f e s s i o n a l  n e tw o rk  w i t h  w id e  e x p e r i e n c e  w i t h  c o n t r a c t u a l  s e r v i c e s  

to  o t h e r  a g e n c i e s ,  and a c a p a b l e  s uppo r t  system .  P u b l i c  S e r v ic e  c u r r e n t l y  

conducts  s t u d i e s ,  p r o v i d e s  t r a i n i n g  p ro g ram s ,  and s u p p l i e s  o u t r e a c h ' s e r v i c e s  

f o r  v a r i o u s  a g e n c i e s .

The U n i v e r s i t y  w i l l  c o n t i n u e  c u r r e n t  c o n s u l t a t i o n  and p r o d u c t i o n  

s e r v i c e s  to  the S t a te  by m a i n t a i n i n g  a f u l l - t i m e ,  p r o f e s s i o n a l l y  s t a f f e d  

s e r v i c e  c e n t e r ,  r e s p o n s i v e  to  the needs o f  the p u b l i c  a g e n c i e s .  In a d d i t i o n ,



the  U n i v e r s i t y  w i 11 s u b s t a n t i a l l y  i n c r e a s e  med ia  s e r v i c e s  to  i t s  r e g u l a r  

i n s t r u c t i o n a l  p r o g r am s ,  p rog rams f o r  o u t l y i n g  a r e a s ,  and the  g e n e r a l  

c i t i z e n r y  th rouch  i n t e g r a t i o n  w i t h  and e x p a n s io n  o f  i t s  c u r r e n t  a c t i v i t i e s .

• T e l e v i s i o n  p r o d u c t i o n  i s  no t  i n e x p e n s i v e .  S t a r t - u p ,  u p g r a d i n g ,  m a i n t e n ­

ance cos ts  and s k i l l e d  p r o d u c t i o n  pe r so nne l  a r e  c o s t l y .  However ,  to l o s e  

c u r r e n t  impetus a c h i e v e d  by the OTC and o t h e r  S t a te  Agenc ie s  th rough  

i n a c t i v i t y  o r  t r a n s f e r  to an i n a p p r o p r i a t e  agency wou ld  be f a r  more c o s t l y .  

T r a n s f e r  o f  equ ipment  and f i r s t  y e a r  t r a n s i t i o n a l  s u p p o r t  o f  an a c c e s s i b l e  

p r o d u c t i o n  f a c i l i t y  i s  a cos t  e f f e c t i v e  d e c i s i o n  i n  terms o f  much needed 

improved commun ica t ion  f o r  the S ta te  o f  A l a s k a .

The budget summary below indicates the replacement cost of equipment on 

hand, FY 76 funding and estimated FY 77 costs, assuming the suggested transfer

Non-dep rc c l a t e d  v a l u e  o f  e q u ipm en t :  $ 1 0 0 ,COO

Budget I tem FY 76 T r a n s i t i o n  FY 77

Personne l  133»000 167 ,0 00

Equ ipment 2 0 , 0 0 0  ^ 7 , 5 0 0

S e r v ic e s  and T r a ve l  2 0 , 5 0 0  3 3 , 5 0 0

S u p p l i e s  2 ^ , 0 0 0  2 6 , 0 0 0

Removal/Remodel —  2 0 , 0 0 0

197,000 29^,000

The b e n e f i t s  to the S ta te  m i g h t  be b r i e f l y  summar i zed :

— c o n t i n u e d  access to  t e l e v i s i o n  and r a d i o  p r o d u c t i o n  f a c i l i t i e s  by 

L e g i s l a t o r s ,

- - i n c r e a s e d  access to  c o n s u l t a t i o n  and p r o d u c t i o n  f a c i l i t i e s  f o r  

i n f o rm a t i o n  and t r a i n i n g  by S ta te  A g e n c i e s ,



— c o n t i n u e d  access t o  t e l e v i s i o n  and r a d i o  p r o d u c t i o n  f a c i l i t i e s  

by  the  O f f i c e  o f  the  G ove rno r ,

— d r a s t i c a l l y  i n c r e a s e d  access to  and use o f  med ia  p r o d u c t i o n  by 

the  U n i v e r s i t y  o f  A l a s k a ,  S o u th e a s t ,  f o r  i n s t r u c t i o n a l  and com­

m u n ic a t i o n s  p u r p o s e s ,

— deve lopment  o f  access to  p r o d u c t i o n  f a c i l i t i e s  by the l o c a l  commun i ty .  

A more comp le te  s ta tem en t  o f  backg round  i n f o r m a t i o n ,  and a d e t a i l e d  

budge t  a r e  a v a i l a b l e  from the  O f f i c e  o f  T e l e c o m m u n i c a t i o n s ,  i) 65 ~3550 .
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TRANSFER OF PROPERTY AND RESOURCES OF THE 

OFFICE OF TELECOMMUNICATIONS TO THE 

UNIVERSITY OF ALASKA. SOUTHEAST

For the pas t  two y e a r s ,  t e l e v i s i o n  cove ra ge  o f  key l e g i s l a t i v e  e ven t s  and 

v i d e o t a p e d  i n f o r m a t i o n  about  S ta te  Government has been p r o v i d e d  by a p r o ­

d u c t i o n  s t u d i o  o pe ra te d  by the G o ve rn o r ' s  O f f i c e  o f  T e le c o m m u n i c a t i o n s .  On 

June 30 o f  t h i s  y e a r  t h a t  c a p a b i l i t y  w i l l  no l o n g e r  be a v a i l a b l e  u n l e s s  a c t i o n  

i s  taken  now to a s s u re  c o n t i n u a t i o n .

The G o v e rn o r ' s  O f f i c e  o f  T e le com m un ic a t io n s  has d e t e rm in e d  t h a t  i t  s h o u l d  

c o n f i n e  I tps r o l e  to  tha t  o f  a commun ica t ions  p l a n n i n g  and p o l i c y  o f f i c e ,  p r o ­

v i d e  a d v i c e  to the  Governo r  and assume a p u b l i c  i n t e r e s t  advocacy r o l e  w i t h  

commun ica t ions  s u p p l i e r s  and the A l a s k a  P u b l i c  U t i l i t i e s  Comm iss ion .  The 

o p e r a t i o n  o f  a TV s t u d i o  does no t  f i t  i n t o  the p l a n n i n g  and p o l i c y  m ak in g  r o l e  

the o f f i c e  f e e l s  i t  must f u l f i l l .  A c c o r d i n g l y ,  the O f f i c e  o f  T e lecommun i­

c a t i o n s  made no b u d g e t a r y  p r o v i s i o n  f o r  the o p e r a t i o n  o f  the s t u d i o  i n  FY 1977.  

I n s t e a d  the o f f i c e  recommends t h a t  some o t h e r  agency assume r e s p o n s i b i l i t y  Tor 

the  s t u d i o  and i t s  c o n t i n u e d  o p e r a t i o n .

S e r v i c e s  Nov; P ro v id e d

The O f f i c e  o f  T e le com m un ic a t io n s  s t u d i o  i s  a f u l l - c o l o r ,  v i d e o  f a c i l i t y  

t h a t  was d e s i g n e d ,  f u n d e d ,  and s t a f f e d  to  s u ppo r t  the A la s k a  ATS-6 H e a l t h /  

E d u c a t i o n  Te le com m un ic a t i o n s  E xp e r im en t .  When the s a t e l l i t e  e x p e r im en t  e n ded ,  

the  O f f i c e  o f  T e le com m un ic a t io n s  made i t s  f a c i l i t i e s  a v a i l a b l e  to a l l  s t a t e  

a g e n c ie s  f o r  the  p r o d u c t i o n  o f  t e l e v i s i o n  p ro g ram m in g .

The s t u d i o  equ ipment  i n c l u d e s  two c o l o r  v i d e o  cameras c a p a b l e  o f  r e c o r d i n g  

on 1" h e l i c a l  o r  3/^" c a s s e t t e  c o l o r  ta pe .  Both 35mm s l i d e s  and 16mm f i l m  can 

be used in  v i d e o  p r o d u c t i o n s  th rough  a f i l m  c h a i n  and a t h i r d  c o l o r  camera .

The s t u d i o  i s  o p e ra te d  by a crew i n c l u d i n g  a P r o d u c e r / D i r e c t o r ,  two camera 

o p e r a t o r s ,  an a u d i o  t e c h n i c i a n ,  a s w i t c h e r  and a p r o d u c t i o n  e n g i n e e r .  Chroma 

key and o t h e r  s p e c i a l  e f f e c t s  a r e  a l s o  a v a i l a b l e .  V id eo  tape  c a s s e t t e s  o f  a l l  

p r o d u c t i o n s  can be dubbed f o r  d i s t r i b u t i o n .

The s t u d i o  p r o d u c t i o n  s t a f f  p r o v i d e s  use rs  w i t h  c o n s u l t a t i o n  on a l l  

t e c h n i c a l  aspec ts  o f  p r e p a r i n g  m a t e r i a l s  and s c r i p t s .

Camera-ready g r a p h i c s ,  p h o t o g r a p h s ,  l e t t e r i n g ,  c r e d i t s  and d r a w i n g  a r e  

p r e p a r e d  to s p e c i f i c a t i o n s ,  to  i l l u s t r a t e  and h i g h l i g h t  e v e r y  p r o d u c t i o n .

A s a m p l i n g  o f  the types o f  m a t e r i a l  p roduced  by the s t u d i o  i s  a t t a c h e d  

t o  t h i s  document .  In summary the uses to wh ic h  the s t u d i o  has been put  f a l l  

i n t o  f i v e  c a t e g o r i e s :



<1„ S e r v i c e  to  the  L e g i s l a t u r e .  P e r i o d i c  r e p o r t s  on l e g i s l a t i v e  
a c t i v i t y  a r e  p r o v i d e d  to t e l e v i s i o n  s t a t i o n s  and c a b l e  systems 

t h r o u g h ou t  the  S t a t e .  I n d i v i d u a l  o r  p a r t i s a n  use o f  the  f a c i l i t y  

I s  a v a i l a b l e  (and has been) by p a y i n g  a s t a n d a r d  h o u r l y  f e e  f o r  

s t u d i o  use .

2 .  S e r v i c e  to  the  O f f i c e  o f  the Gove rno r .  Coverage o f  G u b e r n a t o r i a l  

ad d re sses  to  j o i n t  s e s s i o n s  o f  the  L e g i s l a t u r e  i s  p r o v i d e d .  The 

Governo r  a l s o  pays  the  s t a r d a r d  h o u r l y  fee f o r  the  use o f  f a c i l i t i e s  

f o r  news r e l e a s e s  o r  p r e s s  c o n f e r e n c e s .

3 .  S e r v ic e  to Other  S ta te  A g e n c i e s .  The Depar tments  o f  E d u c a t i o n ,  

Community and R e g io n a l  A f f a i r s ,  H ig hways ,  E n v i r o n m e n t a l  Conser­

v a t i o n  and o t h e r s  have used and a r e  u s i n g  the f a c i l i t y .  S e ve ra l  

s e r i e s  o f  prog rams have been p r oduced ,  but s im p l e  d u b b i n g  o f  

a l r e a d y  p roduced m a t e r i a l  has a l s o  been p r o v i d e d .  The demand f o r  

these  s e r v i c e s  i s  c o n s t a n t l y  i n c r e a s i n g .

S e r v i c e  to the  O f f i c e  o f  T e le c om m un ic a t i o n s .  A s e r i e s  o f  v i d e o ­

tapes on modern t e l e c om m un ic a t i o n  p r a c t i c e s  and d e v i c e s  and how 

these deve lopments  e f f e c t  A l a s k a n s ,  p a r t i c u l a r l y  those  l i v i n g  i n  

r u r a l  a r e a s ,  i s  b e i n g  p ro d uced .  S imp le  s l i d e  shows and ove rhead  

t r a n s p a r a n c i e s  have a l s o  been c r e a t e d .  These a c t i v i t i e s  have been 

p a i d  f o r  out o f  S t a te  Genera l  Fund m on ie s .

5- S e r v i c e  to the  Fede ra l  T e le com mun ic a t io n s  P r o j e c t .  The s t u d i o  i s  

p r o d u c i n g  on v i d e o t a p e ,  a s e r i e s  o f  prog rams tha t  h i g h l i g h t  how 

te l e c om m un ic a t i o n s  can be used to  h e l p  A la s k a  Educa to rs  in  t h e i r  

ta sk  o f  p r o v i d i n g  the best  e d u c a t i o n a l  s e r v i c e s  to a l l  o f  the 

S t a t e ' s  c i t i z e n s .  Th is  p r o j e c t  i s  F e d e r a l l y  f u n d e d .

S ince  the O f f i c e  o f  T e le com m un ic a t io n s  has d e f i n i t e l y  no t  budgeted  o r  

p l a n n e d  f o r  s t u d i o  o p e r a t i o n  a f t e r  June 30 ,  1976,  a s u i t a b l e  agency must be 

found  to assume t h i s  r e s p o n s i b i l i t y .  S i m i l a r l y ,  funds  must be a p p r o p r i a t e d  

to  a s s u re  c o n t i n u a t i o n  o f  the s e r v i c e s  b e i n g  p r o v i d e d .

. T h e  A la s k a  E d u c a t i o n a l  B r o a d c a s t i n g  Commiss ion has s t a t e d  t h a t  i t  does 

no t  want to o p e r a t e  the s t u d i o .  By l e g i s l a t i o n ,  the Commission  can o n l y  p r o ­

v i d e  such s e r v i c e s  where  no o t h e r  agency can be l o c a t e d .  I t  a ppea r s  t h a t  

o t h e r  S ta te  Agenc ies  do n o t ,  by t h em se l v e s ,  g e n e r a t e  s u f f i c i e n t  p r o d u c t i o n  

needs to  ensu re  f u l l  o p e r a t i o n  o f  such a s t u d i o .

Fu n c t i o n  o f  the U n i v e r s i t y  o f  A l a s k a ,  Southeast

The U n i v e r s i t y  o f  A l a s k a ,  Sou theas t  i s  a b l e ,  th rough  i t s  D i v i s i o n  o f  

P u b l i c  S e r v i c e s ,  to c o n t i n u e  and supp lement  the s e r v i c e s  o f f e r e d  by the p r o ­

d u c t i o n  f a c i l i t y  o f  the O f f i c e  o f  T e le c om m un ic a t i o n s .  G iven  the mandate f o r  
p u b l i c  s e r v i c e ,  the e x i s t a n t  s e r v i c e  n e tw o r k ,  and the p r e v i o u s  e x p e r i e n c e  

w i t h  c o n t r a c t u a l  s e r v i c e s  i t  i s  a n t i c i p a t e d  tha t  the most co s t  e f f e c t i v e  and 

r e s p o n s i v e  l o c a t i o n  w i l l  be the U n i v e r s i t y  o f  A l a s k a ,  S o u th e a s t .

C l e a r l y  the p r im a r y  q u e s t i o n s  a r e  l e v e l  o f  s e r v i c e  and a c c e s s .  The 
U n i v e r s i t y  i s  committed to  c o n t i n u i n g  and s i g n i f i c a n t l y  u p g r a d i n g  the s e r v i c e s



t o  the L e g i s l a t u r e  and t h e  S t a t e  t h r o u g h  a f u l l y  s t a f f e d  and c e n t r a l l y  l o c a t e d  

p r o d u c t i o n  f a c i l i t y .  Access i s  i n c r e a s e d  by p r o v i d i n g  a f u l l  t im e ,  y e a r  

a r o und  s e r v i c e  t h a t  i s  p r o f e s s i o n a l l y  o p e r a t e d .  The needs o f  the L e g i s l a t u r e ,  

t h e  S ta te  A genc ie s  and the  U n i v e r s i t y ,  because o f  t h e i r  n o n - c om p e t i t i v e  n a t u r e ,  

can be e a s i l y  meshed.

The o v e r a l l  c o s ts  o f  t e l e v i s i o n  p r o d u c t i o n  a r e  no t  cheap .  I t  i s  u n l i k e l y  

t h a t  s u f f i c i e n t  f e e - f o r - s e r v i c e  wo rk  can be g e ne r a te d  i n  Juneau to  i n t e r e s t  a 

commerc ia l  f i r m  o v e r  a l o n g  p e r i o d .  C o n t r a c t u a l  one- t ime  s e r v i c e s  i n c r e a se  

co s ts  s p e c t a c u l a r l y .  T h i s  p r o p o s a l  a r g u e s  t h a t  i n d i v i d u a l  s e r v i c e  cos ts  a re  

s u b s t a n t i a l l y  reduced as the amount o f  p r o d u c t i o n  and the s i z e  o f  the a u d ie n ce  

i n c r e a s e .  In  t h i s  case by m e rg in g  the needs o f  the l e g i s l a t u r e ,  the S ta te  

A g e n c i e s ,  and the U n i v e r s i t y ,  i t  i s  p o s s i b l e  to j u s t i f y  a f u l l  t im e ,  broad 

spec t rum  p r o d u c t i o n  f a c i l i t y .  I n t e l l i g e n t  and r e a l i s t i c  cost s h a r i n g  o f  

p e r s o n n e l ,  qu ipment  and f a c i l i t i e s  encourages  (and makes p o s s i b l e )  more p r o ­

d u c t i o n  o f  a h i g h e r  q u a l i t y .

In a d d i t i o n  to  c o n t i n u a t i o n  o f  the s e r v i c e  f u n c t i o n s  o f  the s t u d i o ,  the 

U n i v e r s i t y  i s  most i n t e r e s t e d  i n  u p g r a d i n g  and i n c r e a s i n g  i t s  a b i l i t y  to 

d e l i v e r  e d u c a t i o n a l  s e r v i c e s  to  i t s  s t uden ts  and the community a t  l a r g e .

Heavy use o f  f i l m s ,  f i l m s t r i p s  and a u d i o  tape  is  a p a r t  o f  the t e a ch in g /  

l e a r n i n g  app roach  at the U n i v e r s i t y  o f  A l a s k a ,  Sou thea s t .  The demand f o r  

such m a t e r i a l s  c o n t i n u e s  to  i n c r e a s e  and is  met th rough  a v a r i e t y  o f  s o u rc e s .

At t h i s  t im e  the  U n i v e r s i t y  has no c a p a c i t y  to produce o r  d u p l i c a t e  

v i d e o t a p e d  m a t e r i a l  f o r  i t s  i n s t r u c t i o n a l  p rog ram .  The one p o r t a b l e  u n i t  is  

f o r  l i m i t e d  use in  no n- s tand a rd  r e c o r d i n g  and p l a y b a c k .  C o n s i d e r a b l e  demand 

has been ge ne r a te d  f o r  i n c r e a s i n g  o u r  r e c o r d i n g  and p l a y b a c k  c a p a c i t y  and 

the  f a c u l t y  and s t a f f  i n  a l l  l o c a t i o n s  a re  r e q u e s t i n g  p r o f e s s i o n a l  l e v e l  

p rog ramm ing  i n  o r d e r  to  i n c r e a se  t h e i r  t e a c h i n g  e f f e c t i v e n e s s  and d i s s e m in a t e  

the  r e s u l t s .

Out reach  u n i t s  ( P e t e r s b u r g ,  W r a n g e l l ,  H a in e s )  a r e  e x t r em e ly  l i m i t e d  in  

th e  o f f e r i n g s  they can p r o v i d e  because o f  budget ar.d t r a v e l  l i m i t a t i o n s .

V id eo  r e c o r d i n g  i s  the most econom ica l  way to  d i s t r i b u t e  the resou rces  o f  

the Community C o l l e g e s  i n  J uneau-D oug l a s , S i t k a ,  K e tc h ik a n  and the Sen io r  

C o l l e g e  in  Juneau .  I t  i s  o u r  i n t e n t i o n  to  f a c i l i t a t e  the f l o w  o f  o u r  re sou rces  

and  in c re ase  the access o f  the p u b l i c  to  them th rough  d i s t r i b u t i o n  o f  r eco rded  

m a t e r i a l s .

The P u b l i c  S e r v i c e  f u n c t i o n  has r a p i d l y  i n c r e a s i n g  demands made on i t  f o r  

t r a i n i n g  s e s s i o n s ,  workshops  and o t h e r  s h o r t  but i n t e n s i v e  s k i l l  b u i l d i n g  

o f f e r i n g s .  They too a r e  s e v e r e l y  l i m i t e d  in  the s e r v i c e s  they can p r o v i d e  

because o f  the absence o f  h i g h  q u a l i t y  p r o d u c t i o n  f a c i l i t i e s .

The U n i v e r s i t y  a n t i c i p a t e s ,  o', o t h e r  e x p e r i e n c e  i n d i c a t e s ,  t h a t  con­

s i d e r a b l e  i n t e r n a l  and e x t e r n a l  demands w i 11 be c re a te d  by the a d d i t i o n  o f  

such a f a c i l i t y .  Other  segments o f  the U n i v e r s i t y  and o t h e r  e d u c a t i o n a l  

i n s t i t u t u i o n s  have found tha t  the p resence  o f  a f a c i l i t y  c r e a te s  new demands,  

new approaches  and is  i n  g e n e r a l  s y n e r g e t i c .

The U n i v e r s i t y  i s  commit ted  to m ee t in g  these needs and c o u ld  make 

e x t r e m e l y  good use o f  such a f a c i l i t y .  Such a t r a n s f e r  i s  the needed 

s t im u l u s  to p r o p e l  the U n i v e r s i t y  i n t o  new s e r v i c e  a r e a s .



• I n c r e a s e d  C a p a b i l i t i e s

The U n i v e r s i t y  o f  A l a s k a ,  Southeas t  i n t e n d s  to  add to  the c a p a b i l i t y  

o f  t he  p r o d u c t i o n  s t u d i o  p r i m a r i l y  t h rough  a v a s t l y  i n c r e a s e d  u t i l i z a t i o n  

r a t e  and by c o m b in i n g  i t  w i t h  i t s  c u r r e n t  med ia  s e r v i c e s .  I t  i s  a n t i c i p a t e d  

t h a t  the  u t i l i z a t i o n  r a t e  ( s t u d i o  p r o d u c t i o n  h o u rs )  wou ld  i n c r e a s e  by a 

f a c t o r  o f  t h r e e  because  o f  new commun ity o r i e n t e d  and based p r o d u c t i o n ,  

e x t e n s i o n  o f  a c t i v i t i e s  t h r o u g h  o u t re a c h  c e n t e r s ,  the deve lopment  o f  a 

needed med ia  t r a i n i n g  f a c i l i t y ,  and the  r a p i d  e x p a n s i o n  o f  the p u b l i c  

i n f o r m a t i o n  f u n c t i o n .

C u r r e n t l y  the med ia  s e r v i c e s  o f  the  U n i v e r s i t y  a r e  r o u g h l y  h a l f  f o r  

i n s t r u c t i o n a l  s e r v i c e s  and h a l f  f o r  community u s e .  L i t t l e  change i s  e xpec ted  

i n  t h a t  r a t i o ,  but  the gap between what the U n i v e r s i t y  ough t  to p r o v i d e  and 

r e a l i s t i c a l l y  can p r o v i d e  i s  r a p i d l y  d i v e r g i n g .

Th rough  t h i s  mechanism the U n i v e r s i t y  i n t ends  to p r o v i d e  a poo l  o f  

s k i l l e d  t a l e n t  t h a t  wou ld  be made a v a i l a b l e  to  the S ta te  Government and the 

c i t i z e n r y  in  a new way .  Access to  i n f o rm a t i o n  and s k i l l  b u i l d i n g  a c t i v i t i e s  

has been and w i l l  c o n t i n u e  to  be a p rob lem  f o r  A l a s k a n s .  The e x p e r i e n c e  o f  

the  O f f i c e  o f  T e le com m un ic a t i o n s  has been t h a t  med ia  p r o d u c t i o n  c a p a b i l i t y  

I s  a n ecessa ry  and t r u l y  im po r t an t  f a c t o r  in  the deve lopment  o f  the A l a s k a n  

f u t u r e .

Under the l e a d e r s h i p  o f  the C h a n c e l l o r  the U n i v e r s i t y  o f  A l a s k a ,  Sou theas t/  

P u b l i c  S e r v ic e  i s  w i l l i n g  and c a p a b l e  to d e v e lo p  and implement new s e r v i c e s  to 

the  L e g i s l a t u r e ,  S t a te  A genc ie s  and the c i t i z e n r y .  I t  is  o u r  sense t h a t  a 

c o l l a b o r a t i v e  app roach  is  most e f f i c i e n t ,  e f f e c t i v e  and d e s i r a b l e .

The Fu tu re

Access to  med ia  p r o d u c t i o n  f a c i l i t i e s  c r e a t e s  i t s  own demand.  We canno t  

read  the f u t u r e  but we can expect  i n c re ased  demand f rom the L e g i s l a t u r e ,  the 

S t a te  A g e n c i e s ,  the U n i v e r s i t y  commun i ty ,  and an in fo rm ed  c i t i z e n r y .  A p u b l i c  

TV s t a t i o n ,  l o c a l  " s t o r e f r o n t "  o p e r a t i o n s  and/or  a r e g i o n a l  p r o d u c t i o n  f a c i l i t y  

m i g h t  be a n t i c i p a t e d  based on the c o n t i n u a t i o n  o f  a Juneau b a sed ,  p r o f e s s i o n a l l y  

o p e r a t e d  f a c i l i t y .

The Costs

I t  i s  im po r t a n t  to  l o o k  a t  what the S ta te  hr*7 a l r e a d y  i n v e s t e d ,  what  hard  
and s o f t  money the O f •' cc o f  T e le com mun ic a t io n s  and o t h e r  S ta te  Agenc ies  spent  

t h i s  y e a r ,  and what  the r e a l  d o l l a r  cos t  o f  c o n t i n u a t i o n  a r e .  The budget 

shee t s  t h a t  f o l l o w  o f f e r  d a ta  f o r  t ha t  p u r p o se .

Proposed Steps

1.  The O f f i c e  o f  T e le com m un ic a t io n s  and o t h e r  a p p r o p r i a t e  S ta te  Agenc ie s  

s i g n  o ve r  the v i d e o  p r o d u c t i o n  equ ipment  to  the U n i v e r s i t y  o f  A l a s k a ,  

Sou theas t  unde r  a memorandum o f  ag reemen t .

2 .  The L e g i s l a t u r e  c o n s i d e r  and endorse  a work  p l a n  and a u t h o r i z e  funds  f o r  

one y e a r  to  c a r r y  ou t  the wo rk  p l a n .



3 .  The U n i v e r s i t y  o f  A l a s k a ,  Southeast  e s t a b l i s h e s  and o pe ra te s  a  C a p i t o l  

A rea  Med ia  P r o d u c t i o n  F a c i l i t y .

k. Full operation begins July 1, 1976.

A ttachmen ts :

1 .  C u r r e n t  Equ ipment L i s t

2 .  C u r ren t  S ta te  E x p e n d i t u r e s

3 .  Proposed O p e r a t i n g  Budget
k .  M a t e r i a l s / P r o d u c t i o n s  by the OTC



BUDGET FOR PROPOSED TRANSER OF TV PRODUCTION FACILITY

_______________ I tem

PERSONEL;

Media Services 
Director (1/3)

Studio Manager

Studio Engineer

Graphic Art ist.

Photographer

Seri ptwri ter

Production Crew

AV Library Asst. I

AV Clerk/Spec. I

Secretary I I

Benefi ts

Subtotal -

FY '76 . FY '76
Office of Office of FY '76

Telecommunications Telecommun?cat Ions Univ. of Alaska,
General Fund Federal Southeast FY '76 FY *77
Expendi ture Expend 1ture Expendi ture Total Request

13,600 -- — 13,600 ( 1/2) 13,600

11,500 6,375 — 17,875 18,000

11,500 7,*** — 18 , *1 2o ,006

2,000 — — 2,000 ( 1/2) 7,500
— — -- (1/2) 7,500

11,600 5, *59 — 17,059 i 6,200

7,500 7,500 15,000 18,000

— — 15,000 15,000 15,000

— — -- -- 13,500

- - 10,57** — 10,57* 12,000
57,700 37,352 15,000 110,052 1*1,300
12,117 7,8** 2,700 22,661 25,506

69,817 ^5,196 17,700 132,713 166,8o6



I tem

TRAVEL:

FY '76 
Office of • ‘ 

TelecommunI cat Ions 
General Fund 
Expend iture

Outside - 2 tr ips 

Inside - 6 tr ips 

Subtr .a l  -

SERVICES:

Commun icat ions

Pr int ing and 
Advertising

Space Rental

Office Machines

Xerox

Transfer and Freight

Fi lm Process!ng

Factory Repair of Equip . .

Background Music and 
Sound Effects

Talent Fees, Special Art 
Work, Li ve Mus i c

Relocation Expense 
(one time)

Subtotal -

818

962

1,780

2,500

6, *80

800

9,780

FY '76
Office of 

Telecommun icat ions 
Federa1 

Expend iture

510

315

825

500

3,000

1,000

*,500

FY '76 
Univ. of Alaska, 

Southeast 
Expend ? ture

500

1,000 

. 200 

100

9,000 1,800

FY '76 
Total

1,3-28

1,277

2,605

3,000

500 

6,*80 

3,000 

8 0 0  

1,000 

1,200 

100

*,500

FY *77
Request

1,200 

1 , 8 0 0  

3,000

20,580

2,500

500 

15,000 

1,000 

3,000 

1,500 

2,000 

2,000

1,000

2,000

20,000

50,500





FY '76 FY '76 * •
Office of Office of FY '76

Telecommunications Telecommunications Univ. o f .A laska ,
General Fund Federal Southeast FY '76 FY '77

_______________ | tern_______________  Expend i ture_______  Expend i ture Expend i ture Total Request

Additional Audio Equip. -- —  3,000

Test Equipment -- -• ~~ ~~ 7,500

Subtotal - 20,000 —  —  20,000 ^7,500

GRAND TOTAL - 115,927 64,009 *20,200 200,135 ?.93,806

*lncluded in UASE '77 Budget Request 20,000

TOTAL, TRANSFER BUDGET REQUEST * 273,806

MM/SAB 2/76



I , the undersigned, an employee of the State of Alaska, do hereby certify 

that the m icrofilm  images on this m icroiorm  are accurate reproductions 

of the original records o f the State of Alaska as accumulated during the 

regular course of business, and that it is the established policy and practice 

of this State to m icrofilm  its records and to dispose of the original records 

after m icrofilm  reproductions have been made.
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O f f e r e d  in t h e  HOUSE: B y : f i n a n c e  c o m m i t t e e .

To: s e n a t e  cs f q r  HOUSE BILL No, 779______________

SENATE BILL No, ___________________

Pa g e : _5__________________  L i n e : L 1________________

A M E N D M E N T

Change "Sec. 44.62.090" to "Sec. 44.56.090" on this line and 
w h e r e  it appears elsewhere in the bill.

5, 9 25, 9

D elet e "and costs of renewals, replacements and improvements of it

16 3

Add a new pa ragraph "(3) "person" includes a public agency, 
a corporation, company, partnership, firm, association, organization 
business trust, or society, as well as a natural person;"

Renumber paragraph s which follow.



A M E N D M E N T

O f f e r e d  in t h e  HOUSE: 

T o : ________________ HOUSE BILL No, 7 7 9  

SENATE BILL No.

B y :  S T A T E  A F F A T R S

Page: 1 1 Line: 1 1

D elete sentence star ting w ith "If", and ending w i t h  "resolution".

Insert new s e n t e n c e :"The c ommissioner shrll submit the g e neral 
design, d e m o n s t r a t i o n  of financial feasib.ia.ity, and m a x i m u m  

amount of b o n d s  e s t i mat ed to b e  neces s a r y  to the legislature, 

together w i t h  his rec omm e n d a t i o n  requesting approval b y  concur r e n t  
r e s o l u t i o n ."



K e n t  M i l l e r
C onsu ltan t
Post Office Box 897 
Ketchikan, Alaska 99901 
Telephone (907) 225-3382

April 13, 1976

Honorable Hugh Malone, Chairman 
Finance Committee 
Alaska House of Representatives 
Pouch W F
Juneau, Alaska 99811 

Dear Mr. Malone:

As requested, I am submitting the attached comments on the 
Alaska Power Authority.

Sincerely yours,

Kent Miller

jkn

Attachment



E l e c t r i c  P o w e r  P r o j e c t  S p o n s o r s h i p  

b y  t h e  

S t a t e  o f  A l a s k a :

C o m m e n t s  o n  t h e  R o l e  o f  t h e  A l a s k a  P o w e r  A u t h o r i t y

P r e p a r e d  f o r  t h e  

A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s  

F i n a n c e  C o m m i t t e e

b y :

Kent M iller 

Ketchikan, A laska 

April 1976



The e s t a b l i s h m e n t  of the A laska  Power Authority, as p r o v i d e d  in

H. B. 779, w i l l  m a r k  the first time a single pu blic a gency has had 

the o pport u n i t y  to p l a n  and develop  e l e ctric power system s in a 

broad range of types and scales for all areas of the State. Other 

agencies now in e x i s t e n c e  have been limited either g eograp hically, 

by community size, by the type of g e n e r a t i o n  or e.nergy t r a n s m i s s i o n  

they are a u t h o r i z e d  to develop, or by the a v a i l a b i l i t y  of funds for 

c a p i t a l - i n t e n s i v e  p r o j e c t s .  It w i l l  now be p o s s i b l e  to implement 

optimized p o w e r  s y s t e m  d e v e l o p m e n t  programs for A l a s k a  which 

utilize the best a v a i l a b l e  r e g i o n a l  energy r e s o urces  and a p p l i c a b l e  

technologies, and w h i c h  can serve the needs of virtual ly any A l a s k a n  

community. Such p r o g rams can r e s p o n d  in an a d e q u a t e  and t imely 

m a n n e r  to the r e q u i r e m e n t  for large scale i n t e r c o n n e c t e d  g e n e r a t i o n  

and t r a n s m i s s i o n  systems in the A n c h o r a g e - F a i r b a n k s - S o u t h c e n t r a l  

region, and can a l s o  p l a n  and develop small i s o lated systems for 

communit ies such as N a k n e k - D i l l i n g h a m  and P e t e r s b u r g - W r a n g e l l . It 

is e s p e c i a l l y  sign if i c a n t  first that the A laska Power A u t h o r i t y  will 

be a resident a g ency capable of shared i n si ght and sens itive r e­

sponse to c o m m u n i t y  goals, and second that its p r i n c i p a l  f i n a ncing  

mode will be r e v e n u e  bonds, the m a r k e t a b i l i t y  of w h i c h  w i l l  be 

b a s e d  p r i m a r i l y  on a give p r o j e c t’s finan c i a l  outlook, c o r r e s p o n d i n g  

directly to local demand, r a the r t h a n  to a r b i t r a r y  c r i t e r i a  for 

a l l o c a t i o n  cf funds.

It is hoped that the A l a s k a  Power A u t h o r i t y  wi ll address the p o w e r  

system d evelo p m e n t  options and p r i o r i t i e s  o u t l i n e d  in the A l a s k a  

Electric Power Study, s u b m itted to the House F i nance Committee in



M a r c h  1976. However, in d oi ng  so, it mu s t be r e c o g n i z e d  that the 

U n i v e r s i t y  study was not i n t en d ed  to specify d e v e l o p m e n t  of i n d i v­

idual projects; that study was f o c u s e d  on the pr oj ec t l ev e l only to 

the exten t n e c e s s a r y  to e s t a b l i s h  survey level scale and cost 

com parison s.  T h e r e f o r e  the w o r k  of the  A u t h o r i t y  mu s t  be gi n wi t h 

de fi n i t i v e  analysi s and s e l e c t i o n  of pr oj ect a l t e r n a t i v e s , c o n­

sistent w i t h  the c h a r a c t e r i s t i c s  of local systems.

A ve ry  b r i e f  r e vi e w of the U n i v e r s i t y  study's c o n c l u s i o n s  is as 

follows:

1. The A n c h o r a g e - F a i r b a n k s - S o u t h c e n t r a l  r e g i o n  is e x p e c t e d  to 

account for 9^% to 97% of A l a s k a ' s  e l e c t r i c a l  load growth 

t h ro u gh  1995. Large sc al e c a p ac it y  a d di tions w i l l  be r e q u i r e d  

to serve this load, and it is p r o b a b l e  that a r e g io na l  g e n­

eration  and in te r c o n n e c t e d  t r a n s m i s s i o n  syst e m w i l l  be 

t e c h n i c a l l y  and e co n om i c a l l y  d esirabl e.  It is e x p e c te d that 

e xi s t i n g  municipal., and REA u t i l i t i e s  wil l not be able to o r­

ganize and fin an ce  adeq ua t e p o w e r  sy st em  e x p a n s i o n  in this 

region, and that large scale F e d e r a l  as s is ta nce, w h i c h  in any 

case w o u l d  be co nfined to the Su si tn a H y d r o e l e c t r i c  Project, 

may not be a p p r o v e d  by Congress . T h e r e f o r e  a hi gh  p r i o r i t y  

should be given to the State d e v e l o p m e n t  i ni t ia t i v e s  for this 

region; r e g i o n a l  p o w e r  m a r k e t s  shoul d be ca pa bl e  of fully 

s u p p o r t i n g  the cost of an op ti mal State s p o n s or e d sy stem 

de ve l o pm e nt  program. The K o d i a k  and P r in ce  W i l l i a m  S o u n d  

areas o f  the S o u t h c e n t r a l  r e g i o n  h a v e  c h a r a c t e r i s t i c s  more 

cl os e ly  r e s e m b l i n g  Southeast, w h i c h  is d e s c r i b e d  below, al th o u g h



Prince W i l l i a m  Sound has s u b s t a n t i a l l y  higher expected load 

growth and a long te rm p o t e n t i a l  for r e g i o n a l  i n t e r c o n n e c t i o n  

with A n c h o r a g e  a nd/ or Fairba nks.

2. The Sou theast r e g i o n  is e x p e c t e d  to have a m o d era te load 

g rowth rate, consisten t w i t h  c o n t i n u i n g  development of its 

ex t e n s i v e  small scale h y d r o e l e c t r i c  resources. It is p r o b­

able that local c o m m u n i t i e s  may continue to play a s u b s t a n­

tial role in the d e v e l o p m e n t  and financing of capacity 

additions. The State m a y  elect to confine its activiti es 

in this r e g i o n  to planning, t e c h n i c a l  assistance, and 

interim financing, a l t h o u g h  this certainly does not rule 

out the p o s s i b i l i t y  of State d e v e l o p m e n t  of self  s u p p o r t i n g  

p r o j e c t s .

3. In o t h e r  regions of the State, e x c l u d i n g  Barrow and the North 

Slope Borough, w h i c h  have a loca l n a t u r a l  gas r e s o u r c e  and a 

strong local f i n a n c i n g  c a pa bility, the absence of relatively 

l ow-cost local energy r e s o u r c e s  and weaknes s in co mmun i t i e s  1
i

fi n a ncing c a p a b i l i t i e s  may indicate the need for small scale 

State spon sored c a p a c i t y  additio ns. In part this may invlove 

a guar antee p r o g r a m  for v i l l a g e s  w hic h are s u b-econom ic for REA 

p a r t i c i p a t i o n  via AVEC, however, larger r elativel y fast-g r o w i n g  

load centers such as Bethel, Kotzebue, and others may requ ire 

more e x t e n s i v e  State c o m mitme nts. A gain State planning, t e c h­

nic a l  a s s i s t a n c e  and p o s s i b l e  i n t e r i m  f i n a n c i n g  would a p pear 

desirable even if a m i n i m a l  l e v e l  of State p a r t i c i p a t i o n  is 

chosen for these regions.



4. The State has a v a i lable to it a set of financin g and a d m i n i s­

tration alt ernatives w h i c h  can e nable a very s u bst antial s p o n­

sors h i p  role in the p o w e r  sector, e it her on a r e g i o n a l  or 

statewi de basis. C o n s e r v a t i o n  o f  the State's f i n a ncial r e­

sources n e v er theless requires that m a x i m u m  emphasis be p laced 

on the most e c o n o m i c a l  projects, and t h a t 'most S t a t e - s p o n s o r e d  

pr o j e c t s  be financ i a l l y  self-supporti ng.

F o l l o w i n g  these conclusions, in d e v e l o p i n g  the State's p o w e r  sector 

activities, it will be neces s a r y  for the A u t h o r i t y  to p r e p a r e  d e f i n­

itive s ys tem development progr a m s  for i n d i v i d u a l  load centers, 

s p e c i f y i n g  projects, or sets of projects, capab le of s a t i s f y i n g  

their short to long t e r m  needs. Projects s e l ect ed mus t be optimized 

to the load centers' requirements in terms of t e c h n i c a l  feasibility, 

scale, schedule, and cost. F or most areas this w i l l  require a 

m u l t i - s t a g e  de velopment program; for some areas this p r o g r a m  may 

include more than one mode of generation.

The A n c h o r a g e - F a i r b a n k s - S o u t h c e n t r a l  r egion may serve as an 

example: For this r egion the resource and t e c h n o l o g y  options

i denti f i e d  by the University include short term r e l i ance on e x­

panded gas-turbine and small scale c o a l - f i r e d  steam generation, 

which are the present modes in A n c h o r a g e  and Fairb anks r e s­

pectively. This will be n e c e s s a r y  through the early 1980s, due 

to the long lead times for projects w h i c h  r e q u i r e  o p e n i n g  o f  large 

n e w  coal mines or develop ment of m a j o r  h y d r o e l e c t r i c  sites.

The U n i v e r s i t y  study rec omm e n d s  c a u t i o n  in long t e r m  p l a n­

nin g  for the use of gas turbines for base l o a ding due to the 

p o s s i b i l i t y  that n a t u r a l  gas prices may escalate more rapidly than

p r o j e c t e d  that gas a v a i l a b i l i t y  may b r  c u r t a i l e d  due to c o m p e t i n g



d e m a n d s  of export markets, or that Federal r e g u l a t i o n  may restrict 

use of gas as p o w e r  fuel. N e vertheles s the gas turbine mode, 

w i t h  a p p r o p r i a t e  n e a r  term acquisition of gas supplies, should 

have lon g t e r m  p o t e n t i a l  for peaking, system reserve, and to 

s a t i s f y  load  growth contingencies. The long t e r m  alte rnatives to 

use of gas turb i n e s  for base loading g e n e r a t i o n  are hy dro power 

and large scale c o a l - f i r e d  steam. It is possible' that t hese 

o p t i o n s  m ay be be st r e a l i z e d  in the next t wenty years by d e v e l o p­

ment of the upper S u s i t n a  River, Bradley Lake, and possi b l y  other 

Kenai P e n i n s u l a  h y d r o  sites, and/or d e v e l o p m e n t  oT mine m o u t h  

g e n e r a t i o n  at Beluga, M a t a n u s k a  Valley, or Nenana V a l l e y  coal fields.

At the p r e s e n t  time, it must be e m p h a s i z e d  that the Susi tna H y d r o­

el e c t r i c  Project as p r o p o s e d  by the Corps o f  Engineers has not 

b e e n  e s t a b l i s h e d  as the o p tima l a lternativ e for State sponsorship 

in this region, >r that it is the only project in this region 

w h i c h  may r e q u i r e  State deve lopment and funding t h r o u g h  1 9 9 5 -  The 

U n i v e r s i t y  study indicates that under most financing a ssump tions 

c o a x - f i r e d  g e n e r a t i o n  w o u l d  be more econom i c a l  t h a n  the ' rps 

v e rsion of Susitna. The study also indicates that only the most 

c o n s e r v a t i v e  load g r owth forecast falls w holly w ithin the Susitna 

p r o j e c t ' s  c a p a c i t y  through  1995; higher load g rowth rates will 

require  d e v e l o p m e n t  of other  projects as well.

Theref o r e ,  at the present time, State p l a n n i n g  for the A n c h o r a g e -  

F a i r b a n k s - S o u t h c e n t r a l  region should not be con fined to the Susitna 

project, and p a r t i c u l a r l y  not to the Corps of Eng ineers version.

Cost e s t i m a t e s  for the Corps d e velopment  scheme are $ 1 . 5  billion 

in 1 9 7 5  dollar s, i n c l u d i n g  $ 1 . 1  billion for Stage 1. The University's



estimate of interest during  constr u c t i o n  and escalation  for this 

p r oje ct increases the total to $3-5 b i l l i o n  by 1992, i n c l u d i n g  $2.3 

b i l l i o n  to be e x p e n d e d  on Stage 1 t h r o u g h  1986; these figures are 

a c k n o w l e d g e d  to be r e a s o n a b l e  by the Corps. Such capital outlays 

w o u l d  result in e l e ctric power costs h i g h e r  t h a n  e s t i m a t e d  for coal 

f i r e d  alternatives.  On the o t h e r  hand, the Henry J. Kaiser Company 

in a c o n c e p t u a l  study p r e p a r e d  for the State in 1974, estimated 

$640 m i llio n for an equivalent S u s i t n a  Stage 1, includ ing interest 

d u r i n g  constu c t i o n  and esca la t i o n  t h r o u g h  its compl e t i o n  in early 

1983. This e s t i m a t e  result s in g e n e r a t i o n  costs for Susitna w h i c h  

are less t h a n  both g a s - f i r e d  and c o a l - f i r e d  alternatives.

B o t h  the Corps of Engineers and K aiser development plans were 

p r e p a r e d  by e x p e r i e n c e d  pro fes s i o n a l s ,  but their project cost 

estima tes are r a d i call y different. T h e r e f o r e  it is indicated that 

the State should prepa re a d e f i n i t i v e  p r e l i m i n a r y  e n g i n e e r i n g  

report to firmly e s t a b l i s h  the S u s i t n a  deve lo p m e n t  plan which is 

most c o m p e t i t i v e  w i t h  a l t e r n a t i v e  modes of g e n e r a t i o n  and which 

is t h e r e f o r e  in the best interest of r e g i o n a l  electricity consumers 

Such a report should satisfy a s u b s t a n t i a l  portion of the FPC 

l i c e n s i n g  criteria  for the project, and s houl d cost less than $1 

m illion. In addit i o n  to this e v a l u a t i o n  of Susitna, it is 

n e c e s s a r y  for the State to e s t a b l i s h  the c o mparative feasibility 

o f  coal as a g e n e r a t i o n  a ltern a t i v e ,  and to also evaluate p o s s i b l e  

d e v e l o p m e n t  of o t h e r  Southc e n t r a l  r e g i o n  hydro sites. This must be 

done b o t h  for the purpose o f  s e l e c t i n g  the most economical d e v e l o p­

ment program, and also to e s t a b l i s h  c o n t i n g e n c y  plans to satisfy atI
least m i d - r a n g e  load growth foreca sts t h rough 1995. It is p r o bable 

that i n i t i a l l y  about $750,000 w i l l  be r e q u i r e d  for this purpose.



The results o f  this p l a n n i n g  effort can give the State an independent 

and proven basis for p r o c e e d i n g  w i t h  e lectric power s ystem d e v e l o p­

ment in the A n c h o r a g e - F a i r b a n k s - S o u t h c e n t r a l  region.

i

A p l a nning  effort s i m i l a r  in scope but s m aller in scale m ay p r ovide 

detaile d guid elines for State project development' options in other 

regions. Again, it is n e c e ssary to emphasize that definitive 

preliminary system studies must be m a d e  p r i o r  to the sel ection of 

i ndiv idual proj ects for State sponsorship, or for S t a t e - a s s i s t e d  

local development. It is b e l i e v e d  that ap jximately $50 0,000 should 

initially'be a l l o c a t e d  for this purpose. A l t h o u g h  this figure is 

d i s p r o p o r t i o n a t e l y  hig h in terms of the ratio of d e mand b e t w e e n  

regions, it is n e c e s s a r y  due to the level of p r e l i m i n a r y  e n g i n e e r i n g  

effort whi ch is r e q u i r e d  to estab l i s h  firm p l a n n i n g  c r i t e r i a  for 

even very small projects.

It is suggested t h a t  all s ystem development a l ternatives  for i n d i v­

idual load centers be s u b j e c t e d  t o  the f o l l o w i n g  project analysis 

s e q u e n c e :

1. Load growth f o r e c a s t i n g  for the specific load center, u s ing 

a standa r d i z e d  rigor ous s t a t i s t i c a l  m e th odology, s i m i l a r  to 

or based on that used in the U n i v e r s i t y ' s  r e g i o n a l  forecasts, 

and consistent w i t h  its g e neral conclusions.

2. D e m a n d - capacity b a l a n c e  analysis, directly r e l a t i n g  load growth 

forecasts to e x i s t i n g  systems' capacity, energy capability,

and plant obsole s c e n c e  schedule, indic a t i n g  future d e m a n d -  

capacity deficits as c r i ter ia for the scale and s c h e d u l i n g  of 

system expansion.



3. Survey of a ltern a t i v e  costs for a v a i l a b l e  resources and 

t e c h n o l o g i e s  for s ystem expansion, r e s u l t i n g  in p r e­

selection of the b e t t e r  a l t e r n a t i v e s  for further study.

Prelimin ary e n g i n e e r i n g  of s e l e c t e d  b e t t e r  alte rnatives for 

s ystem expansion, i n c l u d i n g  g e o l o g i c a l  and h y d r o l o g i c a l  

studies, conceptua l design, p o w e r  s y s t e m  studies' and scheduling, 

and order  of m a g n i t u d e  or b e t t e r  c a p i t a l  and o p e r a t i n g  cost 

estimates. These studies w i l l  e s t a b l i s h  the t e c h nica l f e a s i­

bility of a l t e r n a t i v e  projects.

5. Economi c c o m p a r i s o n  of s e l e c t e d . t e c h n i c a l l y  feasible a l t e r n a­

tives, I n c l u d i n g  d i s c o u n t e d  cash flow c o m p a r i s o n  of all i n­

crem ental  s y s t e m  costs a t t r i b u t a b l e  to each alternative' 

through  the life cycle of the l o n g e s t - l i v e d  project. The 

results of this comparison, e x p r e s s e d  as a set of internal 

rates of r eturn  1/ will p r ovi de e c o n o m i c  criteria for se lection 

o f  an optimal s yst em d e v e l o p m e n t  program.

6. F i n a n c i a l  analysis of b e s t . s y s t e m  d e v e l o p m e n t  programs, i n­

dicating' o p e r a t i n g  ratios, debt serv ice coverage and other 

financial f easibil ity indicators, over a p r o b a b l e  ran ge of 

power sales and rates.

y  Internal ra te  of r e t u r n  is d e f i n e d  as the discoun t ra te  w h i c h  
eq ua li ze s pres e nt  wo rt h  of c o m p a r a b l e  ca pi tal and o p e r a t i n g  cost 
streams throug h o ut  a s ystem' s life cycle. The use of this m e t h o d  
in co st -benef it  ana l ys i s r e q u i r e s  that c o r r e s p o n d i n g ' b e n e f i t  streams, 
in this case e l e c t r i c i t y  p r od uc e d,  be set equal.



This project a n a l y s i s  m e t h o d  w o u l d  r e s e m b l e  that used by the 

I n t e r n a t i o n a l  B a n k  for R e c o n s t r u c t i o n  and Devel o p m e n t  (World B a n k ) . 

This s y s t e m  has b e e n  d e v e l o p e d  d u r i n g  the Bank's thirty years o f  

t r i a l  and e r r o r  e x p e r i e n c e  in the f i n a n c i n g  of electric power 

pr o j ects. W o r l d  B a n k  c r i te ria p r o v i d e  b o t h  for s e l e cti on of 

co m p a r a t i v e l y  e c o n o m i c a l  projects and p r o j e c t ;f e a t u r e s , consistent 

w i t h  overall s y s t e m  chara cteristics,  and also for r a t i o n i n g  

a v a i l a b l e  c a p i t a l  b e t w e e n  many c o m p e t i n g  r e g ional de velopment 

schemes. Several texts and n u m e r o u s  case studies have been 

p r e p a r e d  to document this system. A l t h o u g h  the W o r l d  Bank's 

ac t i v i t i e s  are e x c l u s i v e l y  outside the U n i t e d  States, this ap proach 

is b e l i e v e d  u n i q u e l y  suited to the A l a s k a  P o w e r  A u t h o r i t y ' s  p r o­

jected  role in s e l e c t i n g  s e l f - s u p p o r t i n g  p r o jec ts for revenue 

b o n d  financing, and is consi stent w i t h  the requir e m e n t s  of the 

r e v e n u e  b o n d  market.

It can be e x p e c t e d  that the initial p l a n n i n g  w o r k  of the Alaska 

Power A u t h o r i t y ,  in r e s p o n d i n g  t o  expres s i o n s  oP local needs, will 

p r o d u c e  an a rray of t e c h n i c a l l y  and e c o n o m i c a l l y  feasible projects 

w h i c h  is g r e a t e r  than it can finance immedi a t e l y  or even in the 

fo r e s e e a b l e  future. It may be a n t i c i p a t e d  that this ratio may 

d i m i n i s h  ov er time, due to the s a t i s f a c t i o n  of long d e f e r r e d  needs 

by the A uthority , and its own growth; h o w e v e r  it is b e l i e v e d  that 

th r o u g h o u t  its life the Author ity w i l l  be c o m p e l l e d  to con tinually 

r a t i o n  its f i n a n c i a l  r e s o u r c e s  b e t w e e n  c o m p e t i n g  projects. It is 

s u g g e s t e d  that the first step in d e t e r m i n i n g  the m a g n i t u d e  o f  the 

A u t h o r i t y ' s  o p e r a t i o n s  s h ould  be a d e f i n i t i v e  analysis of its



finan c i a l  capability. The p r i m a r y  focus of this analysis should 

be the r e v e n u e  b o n d  market, and the financial gu ide l i n e s  whi ch 

w o u l d  enable the A u t h o r i t y  to a c hieve the greatest volume of 

r e v e n u e  b o n d  sales. However, s u p p l e m e n t a r y  f i n a n c i n g  options 

should a l s o  be evaluated: Both l e v e r a g e d  lease f i n a n c i n g  o f

equipment and f o re ign export bank loans for imported materials, 

equipment, and c o n s t r u c t i o n  servic es are a v a i l a b l e  on terms 

r o u g h l y  similar to rev enue bonds, and are used in power system 

f i n a n c i n g  in the U. S. and overseas. Both of these method s have 

p r e v i o u s l y  been p r o p o s e d  for partial f i n a n c i n g  o f  the Susitna 

project. These s u p p l e m e n t a r y  sources of funds may ease the 

A u t h o r i t y ' s  demand s on the revenue bon d m a r k e t  and possibly 

c ould enable a somewhat larger scale of operations. In addition, 

the A u t h o r i t y  s h o u l d  analyze the f i n a nc ial c a p abili ties of e x­

isting utili ties and c o m m u n i t i e s , and should establish guidelines 

for local p a r t i c i p a t i o n  in g e n e r a t i o n  and transmission, consistent 

w i t h  local r esou rces. In p a r t i c u l a r  the A u t h o r i t y  should identify 

utilities and commu n i t i e s  w h i c h  have suf fic i e n t l y  favorable ratios 

b e t w e e n  demand and financial r e s o urces  that State p r oject s p o n s o r­

ship would be unnecessary.

F o l l o w i n g  d e f i n i t i o n  of the A u t h o r i t y ' s  fina ncial capability, a 

m e t h o d  must be d e v e l o p e d  to equitably r a t i o n  a v a i lable capital 

b e t w e e n  c o m p e t i n g  projects. It is s u g g e s t e d  that this m e t h o d  should 

be bas ed on s t a t e w i d e  co mparison of internal rates of r eturn  yielded 

by proposed projects, versus their mo st e c o n o m i c a l  alternatives.

The s e l e c t i o n  of projects with the h i ghe st internal rates of 

r eturn should then normall y y i e l d  greatest p o w e r  cost savings



to the c o n s u m e r s  who are able to p u r c h a s e  A u t h o r i t y 'p o w e r . Initially, 

however, s t r o n g  local d emand for State project sponso r s h i p  could 

suggest that the A u t h o r i t y  consider f i n a n c i n g  only the least capital 

intens ive modes of generation, in order to widely spread some initial 

b e nef it of its o p e r a t i o n s  across the State. This assumes that the 

A u t h o r i t y  c ould e s t ima te the m a x i m u m  le vel of -benefits to be 

p r o d uced by all p o t e n t i a l  project s t hrou ghout the State at a given 

time, and m o d e l  its fin ancial commi tments a c c o r d i n g l y  consistent 

with its r e s o u r c e s . It is suggested first that this would be an 

ex t r emely d i f f icul t and expen sive task, second that it could result 

in e x t e n s i v e  s u b o p t i m a l  use of resources, and th ird that it w o u l d  

yield a very low ratio of benefits, compared to exclusive relia n c e  

on local f i n a n c i n g  resources; the least capital intensive modes of 

g e n e r a t i o n  are g e n e r a l l y  c a pab le of u n a s s i s t e d  local sponsorship, 

p a r t i c u l a r l y  u n d e r  the local p a r t i c i p a t i o n  g uidel i n e s  indicated 

above. It is b e l i e v e d  t h e r e f o r e  that except in c o nting ency s i t­

uations the A u t h o r i t y ' s  key role should be in the planning, financing, 

and d e v e l o p m e n t  o f  t e c h n i c a l l y  and econ om i c a l l y  optimal projects, 

w hich i n d i v i d u a l l y  will result in least cost new g e n e r a t i o n  for 

their target load centers. It is b e l i eved that in many, but c e r­

tainly not all, cases these projects will repres ent the more 

c a p i t a l - i n t e n s i v e  a l t e rnatives, for which local resources are most 

often inadequate.

A d m i n i s t e r e d  in this way, the role of the A u t h o r i t y  w ou ld be that 

of the b u s i n e s s l i k e  suppl i e r  of a single service - least cost 

electricity. O bviousl y, c ommuniti es whic h are sele cted for its 

p r o jects w i l l  b e nefit from the e c o no mic spinoff of c o m p a r a t i v e l y



large c o n s t r u c t i o n  programs. On the local level, p a r t i c u l a r l y  in 

small towns, this fa ctor may be a key i n d u c e m e n t  for seeking 

A u t h ority projects; in fact the value of l ea st cost electricity 

to the com munity may be of n e g l i g i b l e  c o n c e r n  to many local project 

p romoters and i n t e r e s t e d  firms. For the Aut hority, however, a 

key test of c ompetence will be its ability to resist pres sures to 

spread public works benefits throughout the State at the expense 

of its customers.

The above comments may suggest a s i m p l i s t i c  view of the Authority's 

role, a s s u m i n g  that it involves only a s t r a i g h t f o r w a r d  technical 

and financial  respons e to w e l l  a c c e p t e d  community needs. In 

practice, this response is likely to be s i g n i f i c a n t l y  c o mplicated 

by the r e q u i r e m e n t  that the Authorit y, to c o n s e r v e  its own r e­

sources, must market p ower  to local d i s t r i b u t i o n  utilities. At 

least some c u r r e n t l y  self sufficient A l a s k a n  uti lities have their 

own short to long t e r m  system d e v e l o p m e n t  goals, and may resist 

p u r c h a s i n g  A u t h o r i t y  pow er on suitable terms. This p r o b l e m  may 

occur in the A n c h o r a g e - S o u t h c e n t r a l  region, w h e r e  the Authority 

may not be c a pable of o f f ering long t e r m  base l o adin g power as 

cheaply as some utilities can hope to g e n erate  it u s i n g  e x i stin g 

n a tural gas rese rves. The utilities may be m u c h  more o ptimistic  

than the Authority, at least for b a r g a i n i n g  purposes, about the 

futbre ava ila b i l i t y  of low cost gas. The A u t h o r i t y ' s  only unilateral 

option in such cases w i l l  be to d e vel op facilities  cap able of s e r v­

ing.on ly those utilities w h i c h  in the short t e r m  are w i l l i n g  to 

meet its terms. This could c ompel the choice of s ub-optimal  

development p r o g r a m s  by the Authority, r e g a r d l e s s  of its own



decisions as to the most econom ical mode and scale of g e n e r a t i o n  

a n d / o r  t r a n s m i s s i o n  for the region. In such cases, regul a t o r y  

interve ntion may be r e q u i r e d  to v.«_igh the p u blic interest against 

the positi ons of t h e  A u t h o r i t y  and individual utilities. A simil ar 

p r o b l e m  may also occur in Southeast Alaska, w h e r e  some uti lities 

have invested s u b s t a n t i a l  sums in p r e l i m i n a r y . s t u d i e s  for hydro 

projects w h i c h  m ay not be s e l e cted for development by the Authority. 

It is poss i b l e  that t h e s e  utilities may not accept the A u t h o r i t y ' s  

stand a r d i z e d  p r oject analysis criteria unless it is i n d i c a t e d  

that no a l t e r n a t i v e  means o f  project selection is acceptable.  It 

is also r e c o g n i z e d  that at least a few Alaskan u t i l i t i e s  have chronic 

o p e r a t i n g  problems, such as severe distribution  losses and faulty 

methods of o p e r a t i n g  e x i s t i n g  plant; problems such as these could 

p artially j e o p a r d i z e  the e ffect i v e n e s s  of Authority-sponsore-d system 

expansio ns. In the se cases the Authority may be c o m p e l l e d  to r e c­

ommend i m p r o v e m e n t s  in local utilities' facilities, o p e r a t i o n s  or 

management pract ices; these criteria  for project s p o n s o r s h i p  by the 

Authority could be r e g a r d e d  as onerous by some utilities. Therefore 

it is b e l i e v e d  that operations  o f  the Aut hority may not always, or 

even normally, be met w i t h  general agreement and acceptance , and 

that as a result its short term progress toward its goals may often 

be frustrated. P r o babl y this sort of p r o b l e m  must be a c c e p t e d  as 

a n o r m a l  h i n d r a n c e  to the operati on of such an agency.

It is clear that in all its activities, the role of the A uthor i t y ' s  

directors, man ag e m e n t  and s enior staff will be the key to its 

a chiev e m e n t  of w o r t h w h i l e  goals; only technically competent, broadly 

experienced, p o l i t i c a l l y  sophisticated, and c r i t i c a l  i ndividual s can



be e x p e c t e d  to o r g a n i z e  and operate such an enterprise for the 

public benefit. The process of manag ement selection  for the 

A u t h o r i t y  should r e c o gni ze that the agency is e x p ect ed to become 

i n v olved in the planning,  fi nancing and development of $1 b i llion 

or more in f i x e d  assets in its first ten years of operation^ and 

that it must a c c o m p l i s h  this in a m a n n e r  consistent with a c h i e v i n g  

$ 1 0 0 - 5 0 0  m i l lion in a nnu al reven ues f o l l o w i n g  project commissioning. 

This scale of o p e r a t i o n s  is that of a m a j o r  public uti lity or i n­

dust r i a l  firm. B e cause the A u t h o r i t y  must obtain the confidence 

of the revenu e b o n d  market, its s enior personnel must have stature 

c o m p a r a b l e  to key m a n a g e m e n t  in m a j o r  U. S. firms and public 

e n t e r p r i s e s .

In summary, It is b e l i e v e d  that the e s t a b l i s h m e n t  of the Alaska 

Power A u t h o r i t y  has an excellent o p p o r t u n i t y  to develop greatly 

i m p roved electric p o w e r  systems in the State. The Authority's 

success n e v e r t h e l e s s  d e pends heavily on careful and objective 

p l a n n i n g  of its projec t analysis method o l o g y ,  financial capability, 

and m a r k e t i n g  and u t ili ty r e l a tions strategy. M a n a g e m e n t  selection



G rea te r  
Ju n eau  C ham ber o f C omm erce

“SERVING ALASKA’S CAPITAL”

200 N. Fianklin Street (907) 586-2201 Juneau, Alaska 99801

A p r i l  3 ,  1 9 7 6

Honorable Hugh Malone 
Chairman, House Finance Committee 
The Capitol 
Pouch V
Juneau, Alaska 99811

Dear Hugh:

RE: C.S.H.B. 779

I enjoyed being able to attend your hearing on the A laska Power 
Author ity Bill in Wednesday, 31 March. Here are some suggestions 
which may be beneficial:

1. AS 44.56.030. The directors should serve for fixed terms. 
This is a big business. Not only will these men have to 
raise the money for bu ilding the projects, they will have to 
run them for the indefinite future. There ought to be an 
assurance of some continuity. I am not aware of any c o r­
porate board w hose directors "serve at the pleasure of" 
anybody. Business continuity and judgement demand fixed 
terms. Millions of dollars worth of power a year will be 
sold under the aut hority of the board. Of course, the 
Commissioner of Commerce would be at the pleasure of the 
Governor.

2. AS 44.56.040. Because of the immensity of the business, if 
not now, then later on, the directors are going to have to 
be full-time or at least as many of them as are officers of 
the corporation. During the hearing it was said rather 
fleetingly that in private enterprise directors do not serve 
full-time. The truth is that the officers of a corporation 
are directors, and in that dual capacity they do serve f u l l­
time. There are additional directors who attend director's 
meetings but do not serve full-time. It seems to me that 
the directors who are officers of the authority should be 
full-time.

3. AS 44.56.050. One of the worst things that could be done is 
to put the employees of the authority under AS 39.25 in the 
classified service. With this provis ion remaining in the 
bill they will all have to be classified by the Department 
of A d m i nistratio n and governed by all the numerous rules and 
regulations that p e r tain to such classified employees. Not 
only should they not be under AS 39, the bill should probably 
contain a specific reference to the fact that they are not
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under the Public Employment Relations Act, AS 25.40. Let 
the authority take care of its own employees. The most that
might be said is that hiring, promotions and severances
would be in accordance with merit principles.

4. AS 44.56.170. The Commissioner of Commerce is a member of
the board of the authority; he should be able to make his 
views known in the deliberations of the board. I do not see 
the sense of giving him another shot at the des irability of 
a project. If the report is not unanimous, a minori ty view 
could be tendered to the Legislature.

5. AS 44.56.210. Under the provisions that the authority
budget must go through the Executive Budget Act CAS 37.07), 
the Department of A d m i n i s t r a t o n  would have a major voice in 
the conduct of the authority. This is a big business, it 
ought to be able to conduct its own bud getary affairs. If 
it needs to obtain an appropriation from the Legislature, 
that request should certainly be budgeted as other requests 
are. But that is a far cry from having the Department of 
Ad m i n i s t r a t i o n  and the Legislature do every bit of the 
authority's budget. Certainly the Legislature and the 
Department of Adm inistration  should be able to audit the 
workings of the authority, but it should not be hamstrung by 
the public bud geting process regarding moneys that are not 
appropr iated from the General Fund. It will have millions 
of dollars of revenues from its operations, which it should 
be able to budget in accordance with its legislative charter.

Thank you for the opportunity to comment on the bill. It will be 
a great thing for Alaska to start utilizing the abundant power 
potential we have. With kind regards, I remain

’ r y o u r s ,

Henri
President

c c : Ho norable Bill Ray
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TO: J a l m a r  Kerttula, C h a i r m a n
Senate C o m m e r c e  Commit tee 
Al a s k a  State L egislatu re

FROM: James 3, Rhode
A A  to Rep. Malone, Chairman 
House F i n a n c e  Commi ttee

DATE: 24 M a y  1976

At your request, R e p r e s e n t a t i v e  Duncan aske d that I prepare 
a brief analy s i s  of the key sections of Senate CS for HB 779 
(Commerce) - the A l a s k a  Power Authority.

Sec. 44.56.080 (10) [P. 4, L. 13] p e rmits the a u t h o r i t y
to c o n tract w i t h  the United States, any legal person, or a 
foreign c o u ntry  to construct, acquire, and o p erate " . . .  all 
or any p a r t  . . ." of a power project. Firstly, this enabl es 
the autho r i t y  to enter joint v e n tures w i t h  publ ic and p r i v a t e  
utilities, a c o n c e p t  that has wide and g r o w i n g  support in the 
power industry  and the bond market. (The c omplete hand over 
of projects to local utilit ies involves u n c e r t a i n t i e s  that 
hamper bond sales.) As for p a r t i c i p a t i o n  w i t h  the "United 
States", the act o r i g i n a l l y  read "Corps of Engineers", but 
the House F i n a nce C o m m ittee  was opposed  to r e s t r i c t i n g  the 
State to any p a r t i c u l a r  Federal agency. A l t h o u g h  the phrase 
"United States" was inserted to accomo d a t e  the Susitn a p r o pos al 
of U.S. Senator Gravel, the a u t h o r i t y  is not in any w a y  commit ted 
or limited to his approach. Specifically, p a r a g r a p h  (13) of 
this section [P. 5, L. 3] in p r o v i ding for f e a s i b i l i t y  studies 
of hy droe l e c t r i c  and fossil fuel projects, looks to the a u t h o r i t y  
to w e i g h  various altern a t i v e s  to the Gravel proposal, including 
the Kaiser plan for Sustina or large scale coal- f i r e d  steam 
plants. The latter p o s s ibilities are given p r e l i m i n a r y  r eview  
in papers that have been made a part of you r C o m m i t t e e ' s  record.

Sec. 44.62.090 [P. 5, L. 11] empowe rs the a u t h o r i t y  to 
w h o l e s a l e  power to local d i s t r i b u t i o n  systems and sets out 
the kinds of costs that can be charged to retail consumers.

Secs. 44.62.100 and 110 [P. 6, L. 22] contain standard 
provis i o n s  for the issuing of revenue bonds for the author i t y ' s  
work. Sub- s e c t i o n  (c) [P. 9, L. 12] permits special "capital
reserve funds", set up with bond p r o cee ds or appropriations, 
equal to no more than 10?. of total bonds outstanding. The 
act declares, however, that these funds will be c r e a t e d  ". . .orl 
it . . . "  they ", . .would enhan ce the m a r k e t a b i l i t y  of the
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bonds." This language was added to a c k n o w l e d g e  the p o s s i b i l i t y  
that the funds might be perceived  as "near moral o b l i g a t i o n s "  
of the kind that have found d i s favor as the r esult of the bond 
problems of New York State. Sec. 44.62.13 0 [P. 11, L. 27] 
c l ear ly affirms that the bondholders s e c urity is that of the 
authority's income and assets, not the c r e d i t  of the S t a t e  
or its subdivisions. « :-r

Sec. 44.62.170 [P. 13, L. 19] e s t a b l i s h e s  a s e p a r a t e  "Power 
Project Revolving Fund" in the a u t h o r i t y  for f e a s i b i l i t y  studies, 
all phases of pre-construction, and for c o n s t r u c t i o n  (including, 
of course, the purc hase of diesel, gas, and c o a l - f i r e d  p l a n t  
and e q u i p m e n t ) . By its letter of intent, the House F i n a n c e  
Committee expressed its p r e f e r e n c e  for p r o v i d i n g  $2.7 m i l l i o n  
for this r evolving fund out of the $3 m i l l i o n  a p p r o p r i a t e d  
to the Water  Res ources Revolving Loan Fund (with the b a l a n c e  
of $300,000 r e s erved for water s upply p r o jects and studies).
This appro priation transfer is agre eable to supporters of bo th 
m e a s u r e s .

Sec. 44.62.180 [P. 14, L. 6] require s the a p p r o v a l  of 
all new projects, including any Susitna a g r e e m e n t  w i t h  the 
United States, by concur r e n t  reso l u t i o n  of the Legislature. 
However, should $1 m i l l i o n  or less be needed to m o d i f y  or c o m p l e t e  
a project chat was p r e v i o u s l y  approved, further l e g i s l a t i v e  
action would not be required. This p r o v i s i o n  is to g u a r d  a g a i n s t  
delays from r e l a t i v e l y  small project changes and, especially, 
delays in revenues for the r e p a yment of bondholders.

To forstall di ffic u l t i e s  of the kind that have a r i s e n  
in the Alaska State Housing Authority, the act binds the a u t h o r i t y  
to submit an annual, i ndepe ndent audit [P. 15, L. 7], an annual 
comprehensive report on its acti vities [F. 15, L. 12], and 
an annual budget (P. 15, L. 16].

Your Committee is assured that all technical a s p e c t s  of 
this act have been reviewed and agreed upon  by Mr. Eric Wohlforth, 
bond attorney of W o h l f o r t h  & Flint, Anchorage, by fi nan c i a l  
advisors and bond counsel of White, W e l d  & Co., N e w  Y o r k  and 
San Francisco, and by the C o m m i s s i o n e r  of Revenue.
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A p r i l  20, 1976

H o n o r a b l e  J a l m a r  K e r t t u l a  
C h a i rman,  S e nate C o m m e r c e  C o m m i t t e e  
P o u c h  V
S tate C a p i t o l  B u i l d i n g  
Juneau, A l a s k a  99811

Re: CS for HB 779 ("An A c t  C r e a t i n g  the A l a s k a n
P o w e r  Aut hority")

D e a r  S e n a t o r  Kerttu la:

S u b s e q u e n t  to its p a s s a g e  by the House, comm e n t s  
w e r e  r e c e i v e d  o n  the above b i l l  by the i n v e s t m e n t  b a n k i n g  
f i r m  of White, W e l d  & Co. of N e w  York. The c o m m e n t s  w e r e  
l a r g e l y  t e c h n i c a l  in nature, d i r e c t e d  t o w a r d  p e r m i t t i n g  
.a w i d e r  v a r i e t y  of f i n a n c i n g  a r r a n g e m e n t s  i n c l u d i n g  joint 
f i n a n c i n g s  of p r o j e c t s  w i t h  o t h e r  entities. The a d d i t i o n a l  
s e n t e n c e  in p a r a g r a p h  10 is d e s i g n e d  to insure t h a t  a c a p i t a l  
r e s e r v e  fund is c r e a t e d  only if the a u t h o r i t y  d e t e r m i n e s  t h a t  
s u c h  c r e a t i o n  w o u l d  e n hance t he m a r k e t a b i l i t y  of bonds 
■(although White, W e l d  feels t h a t  this fund and t h e  l e g i s l a­
tiv e  s t a t e m e n t  to m a k e  up d e f i c i e n c i e s  has no s u b s t a n t i a l  
m e r i t  - a p o s i t i o n  I r e s p e c t  b u t  do not agree w i t h ) . The 
c h a n g e  in p a r a g r a p h  12 is d e s i g n e d  to a ssure t h a t  the 
a u t h o r i t y  can c o v e n a n t  w i t h  b o n d h o l d e r s  to c o m p l e t e  projects.
Of the White, W e l d  s u g g e s t i o n s  I c o m m e n d  the f o l l o w i n g  (with 
s o m e  p e r s o n a l  revisions) to y o u r  c o n s i d e r a t i o n  in d e l i b e r a­
tio n s  on the bill:

(New m a t t e r  is u n derli ned; d e l e t e d  m a t t e r  br acketted)

1. A S  44.56.070. P U R P O S E  OF THE A U T H O R I T Y .  T he 
p u r p o s e  of the a u t h o r i t y  is to promote, d e v e l o p  a n d  advanc e 
the g e n e r a l  p r o s p e r i t y  and e c o n o m i c  w e l f a r e  of t he p e o p l e  of 
A l a s k a  b y  p r o v i d i n g  a means of con structing, a c q u i r i n g , 
f i n a n c i n g  a n d  o p e r a t i n g  h y d r o e l e c t r i c  and fossil fuel g e n e r a­
ti n g  projects.

2. AS 44.56.080(6) to issue bonds [to p a y  the cost
of a c q u i r i n g  by con str u c t i o n ,  or i m p r o v i n g  and equipping , a p o w e r  
p r o j e c t  and to s e cure p a y m e n t  of the bonds as p r o v i d e d  in this 
chapter] t o  carry out any of its c o r p o r a t e  p u r p oses and p o w e r s , 
i n c l u d i n g  the a c q u i s i t i o n  or c o n s t r u c t i o n  of any p r o j e c t  to be
o w n e d  or leased, as les~sor o r  lessee, b y  the authority, or the
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a c q u i s i t i o n  of any i n t e r e s t  t h e r e i n  or any r i g h t  to c a p a c i t y  
thereof, the e s t a b l i s h m e n t  or i n c r e a s e  of r e s e r v e s  to s e c u r e  o r  
to pay such b o n d s  or i n t e r e s t  thereon, and the p a y m e n t  o f  all 
o t h e r  costs or e x p e n s e s  o f  the a u t h o r i t y  i n c i d e n t  to an d n e c e s s a r y  
o r  c o n v e n i e n t  to carry out its c o r p o r a t e  p u r p o s e s  and p o w e r s ;

3. AS 44.56.080(7) to sell, lease as l e s s o r  o r  l e s s e e , 
e xchange, donate, convey o r  e n c u m b e r  in any m a n n e r  b y  m o r t g a g e  
o r  b y  c r e a t i o n  of any o t h e r  s e c u r i t y  interest, real o r  p e r s o n a l  
p r o p e r t y  o w n e d  b y  it, or in w h i c h  it has an interest, when,  in 
t h e  j u d g m e n t  of the authority, t h e  a c t i o n  is in f u r t h e r a n c e  of 
its c o r p o r a t e  purposes;

4. A S  44.56.080(10) to e nter into c o n t r a c t s  w i t h  the 
U n i t e d  States or any [of its a g e n c i e s  o r  w i t h  any p o l i t i c a l  s u b­
div i s i o n  of this state] p e r s o n , a n d  s u bject to t h e  laws o f  the 
U n i t e d  States and subject to c o n c u r r e n c e  of the l e g i s l a t u r e ,  w i t h  
a f o r e i g n  c o u n t r y  o r  its agencies, for the c o n s t r u c t i o n ,  a c q u i s i­
tion, o p e r a t i o n  and m a i n t e n a n c e  of all or any part  of a p o w e r  
project, e i t h e r  i nside or o u t s i d e  the state, and for the [market­
ing of the p o w e r  p r o d u c e d  f rom it] sale or t r a n s m i s s i o n  o f
p o w e r  f r o m  any p r o j e c t  or any ri ght to the c a p a c i t y  thereof, o r
for the s e c u r i t y  of any b o n d s  of the a u t h o r i t y  i s s u e d  or to be 
i s s u e d  for such p r o j e c t ;

5. A S  44.56.080(11) to e n t e r  into c o n t r a c t s  for the 
p urchase, sale, exchange, t r a ns mission, o r  u s e  of p o w e r  [or 
f a lling wafer] g e n e r a t e d  b y  any project, or any r i g h t  to the 
c a p a c i t y  t h e r e o f  w i t h  any p e r s o n [,fi r m  o r  c o r p oration,]  a n d  w i t h  
the U n i t e d  States [or any o f  its agencies, w i t h  any p o l i t i c a l
s u b d i v i s i o n  o f  this s t a t e ] , and s u b j e c t  to t h e  laws of the
U n i t e d  S t ate s and s u bje ct t o  the c o n c u r r e n c e  o f  t h e  l e gislat ure, 
w i t h  a f o r e i g n  c o u n t r y  or its agencies;

6. AS 44.56.090. P O W E R  CONTRACTS. The a u t h o r i t y  
shall, in a d d i t i o n  to o t h e r  m e t h o d s  w h i c h  it m a y  find advant a g e o u s ,  
p r o v i d e  that m u n i c i p a l  electric, rural electric, c o o p e r a t i v e  
electric, or p r i v a t e  e l e c t r i c  u t i l i t i e s  and r e g i o n a l  e l e c t r i c  
a u t h o r i t i e s  or o t h e r  p e r s o n s  a u t h o r i z e d  by l a w  to e n g a g e  in the 
d i s t r i b u t i o n  of [electric] p o w e r  m a y  secure a r e a s o n a b l e  share
of the p o w e r  g e n e r a t e d  by a project, or any i n t e r e s t  t h e r e i n , 
or for any right to the c a p a c i t y  t h e r e o f , a n d  shall sell the 
p o w e r  or cause the p o w e r  to be sold at p r ices r e p r e s e n t i n g  cost 
of gene ration, plus capital and o p e r a t i n g  charges, plus a fair 
cost of t r a n s mission, all as d e t e r m i n e d  by t h e  d i r e c t o r s ,  and 
s u b j e c t  to c ondition s w h i c h  a s s u r e  the r e sale of the p o w e r  to



[domestic and rural] r e t a i l  c o n s umers at the l owe st p o s s i b l e  
price. A  c o n t r a c t  for the sale, t r a n s m i s s i o n  and d i s t r i b u t i o n  
of p o w e r  g e n e r a t e d  by a p r o j e c t  or any r i g h t  to the c a p a c i t y  
t h e r e o f  shall p r o v i d e

(1) for p a y m e n t  of all o p e r a t i n g  and m a i n t e n a n c e  
e x p e n s e s  of a p r o j e c t  and costs o f  renewals/ r e p l a c e m e n t s  and 
i m p r o v e m e n t s  t h e r e o f ;

(2) f or i n t e r e s t  on and a m o r t i z a t i o n  c h a r g e s  s u f f i c i e n t  
to  r e t i r e  b o n d s  of the a u t h o r i t y  i s s u e d  for t he p r o j e c t  a n d  r e­
serves therefor, plus a d e b t  service c o v e r a g e  f actor  as m a y  be 
d e t e r m i n e d  by the a u t h o rity, to b e  n e c e s s a r y  for t he m a r k e t a b i l i t y  
of  its b o n d s ;

(3) for c o n t i n u o u s  c o n t r o l  a n d  o p e r a t i o n  of the p r o­
ject b y  t h e  a u t h o r i t y  or its a g e n t s ;

(4) for full and c o m p l e t e  d i s c l o s u r e  to the a u t h o r i t y  
o f  all factors of cost in t he t r a n s m i s s i o n  and d i s t r i b u t i o n  of 
power, so th at rates to [consumers] any p e r s o n s  m a y  be fix ed 
i n i t i a l l y  in the c o n t r a c t  and m a y  be a d j u s t e d  f r o m  time to time 
o n  t he b a s i s  o f  true cost data;

(5) for p e r i o d i c  r e v i s i o n s  of the s e r v i c e  and r a t e s
to [consumers] p e r s o n s  on the b a s i s  of a c c u r a t e  co st d a t a  o b t a i n e d  
b y  t he a c c o u n t i n g  m e t h o d s  and s y stems  a p p r o v e d  by t h e  d i r e c t o r s  
a n d  in f u r t h e r a n c e  and e f f e c t u a t i o n  of t h e  p o l i c y  d e c l a r e d  in 
this [paragraph] c h a p t e r ;

(6) for the c a n c e l l a t i o n  and t e r m i n a t i o n  of a c o n t r a c t  
u p o n  v i o l a t i o n  o f  its terms b y  [the p o w e r  d i s t r i b u t o r  o r  company, 
o r  its s u b s i d i a r y  or associate] any p e r s o n ;

(7) for such s e c u r i t y  for p e r f o r m a n c e  as the a u t h o r i t y  
m a y  c o n s i d e r  p r a c t i c a b l e  a n d  advisable, i n c l u d i n g  p r o v i s i o n s  
a s s u r i n g  the c o n t i n u a n c e  of [service b y  the p o w e r  d i s t r i b u t o r s
o r  companies] t h e  d i s t r i b u t i o n  a n d  t r a n s m i s s i o n  of p o w e r  g e n e r a t e d  
b y  a p r o j e c t  b y  any person^ the use of t h e i r  f a c i l i t i e s  for [the 
service] such p u r p o s e s , a n d  the c o n t i n u a n c e  of an o u t l e t  and  
a d e q u a t e  m a r k e t  for the p o w e r  g e n e r a t e d  b y  the project;

(8) o t h e r  terms n o t  i n c o n s i s t e n t  w i t h  the p r o v i s i o n s  
a n d  p o l i c y  of this c h a p t e r  as the a u t h o r i t y  m a y  c o n s i d e r  advisable,

7. A S  44.56.100. B O N D S  OF THE A U T H O R I T Y .  (a) The 
a u t h o r i t y  m a y  b o r r o w  m o n e y  and m a y  issue bonds, i n c l u d i n g  b u t  not 
l i m i t e d  to b o n d s  on w h i c h  the p r i n c i p a l  and i n t e r e s t  are p a y a b l e
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(1) e x c l u s i v e l y  f r o m  the i ncome and rece i p t s  o r  o t h e r  m o n e y  
d e r i v e d  f r o m  the p r o j e c t  f i n anced w i t h  the p r o c e e d s  of the bonds;
(2) e x c l u s i v e l y  f r o m  t he income and receipts o r  o t h e r  m o n e y  
d e r i v e d  f r o m  d e s i g n a t e d  p r o j e c t s  w h e t h e r  or n o t  t h e y  are f i n a n c e d  
in w h o l e  o r  in p a r t  w i t h  t h e  p r o c e e d s  of the bonds; [or] (3) f r o m  
its i ncome and r e c e i p t s  or o t h e r  assets genera lly, or a 
d e s i g n a t e d  p a r t  o r  p a r t s  of them; or (4) f r o m  one or m o r e  
r e v e n u e - p r o d u c i n g  c o n t r a c t s  i n c l u d i n g  a c o n t r a c t  p r o v i d i n g
for the s e c u r i t y  of such bonds, m a d e  b y  the a u t h o r i t y  v/ith 
any p e r s o n . T h e  a u t h o r i t y  may issu e bo nds to pay, f u n d  or 
r e f u n d  the p r i n c i p a l  of, or intere st o r  r e d e m p t i o n  p r e m i u m s  
on, b onds i s s u e d  b y  it, w h e t h e r  o r  n o t  the b o n d s  o r  i n t e r e s t  
to be f u n d e d  or r e f u n d e d  h a v e  b e c o m e  due.

8. AS 4 4 . 56.110(a) . In L i n e  11, p a g e  7, a f t e r  
c o r p o r a t e  t r u s t e e  add (herein c a l l e d  "trust a g r e e m e n t " ) .
In L i n e  19, p a g e  7, after rentals, a dd c h a r g e s . In L i n e  3, 
page 8, a f t e r  lease add p o w e r  c o n t r a c t , . In L i n e  9, page  8, 
a f t e r  other, add rights o r .

9. AS 44.56.110(b) N o t w i t h s t a n d i n g  any o t h e r  p r o­
vi s i o n s  of this chapter, the t rust a g r e e m e n t  shall c o n t a i n  a 
c o v e n a n t  b y  the a u t h o r i t y  t h a t  it wil l at all times m a i n t a i n  
rates, fees or charges s u f f i c i e n t  to pay, and tha t a c o n t r a c t  
e n t e r e d  into b y  the a u t h o r i t y  for the sale, t r a n s m i s s i o n  or 
d i s t r i b u t i o n  of p o w e r  shall c o n t a i n  rates, f e e s  or charges 
s u f f i c i e n t  to pay the costs of o p e r a t i o n  and m a i n t e n a n c e  of 
the p roject, the p r i n c i p a l  of a n d  i n t e r e s t  o n  bonds i ssued 
u n d e r  the t r u s t  a g r e e m e n t  as the same s e v e r a l l y  b e c o m e  due and 
p a y a b l e , to p r o v i d e  for d e b t  service c o v e r a g e  as d e e m e d  n e c e s s a r y  
by  the a u t h o r i t y  f o r  the m a r k e t i n g  of its b o n d s  a nd to provide 
fo r  renewals, r e p l a c e m e n t s  and i m p r o v e m e n t s  o f  the p r o j e c t
an d  to m a i n t a i n  r e s e r v e s  r e q u i r e d  by the terms of the trust 
agreement.

10. AS 44.56.110(c) F o r  the p u r p o s e  of s e c u r i n g
any one o r  m o r e  issues of its bonds, the a u t h o r i t y  m a y  e s t a b l i s h  
o n e  o r  m o r e  s p ecial funds, c a l l e d  "capital r e s e r v e  funds", and 
sh a l l  pay into t h o s e  c a p i t a l  reserve funds t h e  p r o c e e d s  of the 
sale of its bonds and any o t h e r  m o n e y  w h i c h  m a y  be ma de a v a i l­
able to the a u t h o r i t y  for t h e  p u r p o s e s  of t h o s e  funds f r o m  any 
o t h e r  source. The funds shall be e s t a b .l ished o n ly if the 
a u t h o r i t y  d e t e r m i n e s  that such e s t a b l i s h m e n t  ’■-onld enhan ce the 
m a r k e t a b i l i t y  o f  the b o n d s . All m o n e y  h e l d  in a c a p ital r e s e r v e  
fund, e x c e p t  as p r o v i d e d  in this section, s h a l l  be used  as 
required, solely for (1) the p a y m e n t  of the p r i n c i p a l  of, and 
i n t e r e s t  on, bonds o r  of the s i n ki ng fund p a y m e n t s  w i t h  respect 
to those bonds, (2) the p u r c h a s e  or r e d e m p t i o n  of bonds, or (3)
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t h e  p a y m e n t  of a r e d e m p t i o n  p r e m i u m  r e q u i r e d  to be p a i d  w h e n  
those b o n d s  are r e d e e m e d  b e f o r e  maturity; however, m o n e y  in a 
fund m a y  n o t  b e  w i t h d r a w n  f r o m  it at any time i n  an a m o u n t  w h i c h  
w o u l d  r e d u c e  t h e  a m o u n t  of that fund to less t h a n  the c a p i t a l  
r e s e r v e  r e q u i r e m e n t  set out in (2) of this subse c t i o n ,  e x c e p t  
for t h e  p u r p o s e  of making, w i t h  r e s p e c t  to thos e bonds, p a y ment, 
w h e n  due, o f  p r i n c i p a l ,  interest, r e d e m p t i o n  p r e m i u m s  and the 
s i n k i n g  f u n d  p a y m e n t s  for the p a y m e n t  of w h i c h  o t h e r  m o n e y  of 
t h e  [corporation] a u t h o r i t y  is n o t  available. I n c o m e  o r  i n t e r­
es t  e a r n e d  by, o r  i n c r e m e n t  to, a c a p i t a l  r e s e r v e  fund, due to
t h e  i n v e s t m e n t  o f  t h e  fund or any o t h e r  a m o u n t s  in it, m a y  be
t r a n s f e r r e d  by t h e  a u t h o r i t y  to o t h e r  funds or a c c o u n t s  of the 
a u t h o r i t y  to the e x t e n t  that the t r a n s f e r  does n o t  r educe the 
a m o u n t  of the c a p i t a l  r e s e r v e  fu nd b e l o w  t h e  c a p i t a l  r e s e r v e  
fu n d  r e q u i r e m e n t .

11. A S  44.56.150. T A X  E X E M P T I O N .  A l l  p r o p e r t y  o f
th e  a u t h o r i t y  is p u b l i c  p r o p e r t y  d e v o t e d  to an e s s e n t i a l  p u b l i c  
and g o v e r n m e n t a l  f u n c t i o n  and p u r p o s e  and is e x e m p t  f r o m  all 
taxes o f  the s t a t e  o r  a p o l i t i c a l  s u b d i v i s i o n  of t h e  state.
A l l  b o n d s  [or notes] i s s u e d  u n d e r  this c h a p t e r  a r e  i ssued by
a b o d y  c o r p o r a t e  and p u b l i c  of this state and for an e s s e n t i a l  
p u b l i c  and g o v e r n m e n t a l  p u r p o s e  a n d  the b o n d s  [and n o t e s ] , and 
th e  i n t e r e s t  and income on and f r o m  the b o n d s  [and notes], and 
all i n come of the 'thority are e x e m p t  f r o m  t a x a t i o n  e x c e p t  for 
tr a n sfer, i n h e r i t a n c e  a n d  e s t a t e  taxes.

12. AS 44.56.180. C O N S T R U C T I O N  O F  P R O J E C T S .  Th e
a u t h o r i t y  s hall  s u b m i t  a s t a t e m e n t  o u t l i n i n g  the g e n e r a l  design, 
d e m o n s t r a t i o n  of f i n a n c i a l  feasibility, and m a x i m u m  amount of 
bonds e s t i m a t e d  to be n e c e s s a r y  for e a c h  n e w  p r o j e c t  to the 
l e g i s l a t u r e  and the c o m m i s s i o n e r  o f  c o m m e r c e  and e c o n o m i c  
d e v e l o p m e n t  t o g e t h e r  w i t h  a s t a t e m e n t  t h a t  the a u t h o r i t y  inten ds 
to design, a c q u i r e  and con struct t h e  p r o j e c t  i t s e l f  or t h a t  it 
i n t e n d s  that the p r o j e c t  b e  designed, a c q u i r e d  or c o n s t r u c t e d  by 
t h e  U n i t e d  States o r  a n o t h e r  p e r s o n  u n d e r  a g r e e m e n t  w i t h  the 
a u t h o r i t y  p r o v i d i n g  for o w n e r s h i p  of all or a p o r t i o n  of the 
p r o j e c t  b y  t h e  a u t h o r i t y  [on completion] or of a r i g h t  to the 
c a p a c i t y  t h e r e o f . If the l e g i s l a t u r e  adopts  a c o n c u r r e n t  r e s o l u­
tio n  a p p r o v i n g  the g e n e r a l  d e s i g n  and m a x i m u m  a m o u n t  of bonds, 
the a u t h o r i t y  shall, in a c c o r d a n c e  w i t h  the terms of the c o n­
cur r e n t  r e s o l u t i o n ,  (1) p r o c e e d  to design, a c q u i r e  a n d  c o n s t r u c t  
the n e w  project, or (2) agree v/ith the U n i t e d  S tates or o t h e r  p e r s o n  
for design, a c q u i s i t i o n  a n d  c o n s t r u c t i o n  of the p r o j e c t  b y  the United 
States, for p a y m e n t s  to the U n i t e d  States o r  o t h e r  p e r s o n  for
such design, a c q u i s i t i o n  a n d  constr u c t i o n ,  r e i m b u r s e m e n t  b y  the 
U n i t e d  S tates or o t h e r  p e r s o n  in c e r t a i n  events, and o t h e r w i s e  
o n  the terms a n d  c o n d i t i o n s  as nay be set o u t  in suc h agreement.
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I f the n e w  p r o j e c t  is to be designed, a c q u i r e d  and c o n s t r u c t e d  
b y  the authority, it shall be designed, a c q u i r e d  a n d  c o n s t r u c t e d  
as a p u b l i c  w o r k  of the state except that p u b l i c  b i d d i n g  shall 
n o t  b e  required, if the a u t h o r i t y  so determines. F o r  the p u r p o s e  
of this s e c t i o n  a nev; p r o j e c t  does not i n clude an a d d i t i o n  or 
m o d i f i c a t i o n  to an e x i s t i n g  p r o j e c t  if the t o t a l  c o s t  of the 
a d d i t i o n  o r  m o d i f i c a t i o n  does n o t  e x c e e d  $ 1 , 0 0 0 , 0 0 0  [or]L  to 
any r e p a i r  or r e c o n s t r u c t i o n  of a p r o j e c t  o r  to any design, 
a c q u i s i t i o n  or c o n s t r u c t i o n  n e c e s s a r y  to c o m p l e t e  a p r o j e c t  
for w h i c h  bond s h a v e  b e e n .i s s u e d , p r e v i o u s l y  a u t h o r i z e d  by the 
l e g i s l a t u r e . [An] A n y  such "ad d i t i o n  [or]^_ m o d i f i c a t i o n  [or] , 
repair, r e c o n s t r u c t i o n ,  design, a c q u i s i t i o n  or. c o n s t r u c t i o n -  
m a y  b e  u n d e r t a k e n  by the a u t h o r i t y  w i t h o u t  any of the a p p r o v a l s  
n e c e s s a r y  for a n e w  project.

13. A S  44.56.230. DEFINI T I O N S .  In this chapter, 
u n l e s s  the c o n t e x t  r e q u i r e s  otherwise,

(1) "authority" m e a n s  the A l a s k a  Power A u t h o r i t y  
e s t a b l i s h e d  b y  this chapter;

(2) "bonds" m e a n s  bonds, notes, o r  o t h e r  o b l i g a t i o n s  
of the a u t h o r i t y  i s s u e d  u n d e r  this chapter;

(3) "person" m e a n s  a p u b l i c  a g e n c y  o r  a n a t u r a l  p a r s o n
o r  a p r i v a t e  corporat ion, firm, partnership, or b u s i n e s s  trust
of any n a t u r e  whatso e v e r ,  o r g a n i z e d  and e x i s t i n g  u n d e r  the laws 
of any state o r  of the U n i t e d  S t a t e s .

(4) "power" i n c ludes any and all e l e c t r i c a l  e n e r g y
generated, distrib uted, b o u g h t  or sold for p u r p o s e s  of lighting, 
heating, p o w e r  and e v e r y  o t h e r  u seful  purpose;

[(4) "power p r o j e c t "  o r  "project" i n c l u d e s  any a n d  
all real o r  p e r s o n a l  p r o p e r t y  o r  any i n t e r e s t  in it including, 
w i t h o u t  limitation, dams, p o w e r h o u s e s , a n d  t r a n s m i s s i o n  lines 
owned, u s e d  or operated, or useful for operat i o n ,  in the g e n­
er a t i o n  b y  m e a n s  o f  w a t e r  o r  fossil fuel power, and the t r a n s­
mi s s i o n  o f  e l e c t r i c a l  p o w e r  and also i n c l u d i n g  channels, locks, 
canals, and o t h e r  naviga t i o n a l ,  reclamation, f lood c o n t r o l  and 
fisheri es f a c i l i t i e s  and e n v i r o n m e n t a l  p r o t e c t i v e  m e a s u r e s  
as m a y  be n e c e s s a r y  or d e s i r a b l e  in c o n n e c t i o n  w i t h  it.]

(5) "power project" or "project" m e a n s  any plant,
works, system, facilities, w a t e r  rights, fuel d e p o s i t s  or
sources and real e state and p e r so nal p r o p e r t y of anv n at ure
w h a t s o e v e r ,  t o g e t h e r  w i t h  all facili ties and a p p u r t e n a n c e s
re l a t e d  t h e r e t o  or n e c e s s a r y  for the p u r po ses thereof, u s e d  or
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u s e f u l  in the g e n e r a t i o n  by m e a n s  of w a t e r  or f ossil fuel of 
e l e c t r i c  p o w e r  and tHe p r o duction, t r a ns mission, p u r c h a s e ,  
sale, e x c h a n g e  and i n t e r c h a n g e  of e l e c t r i c  p o w e r  thereof, 
a n d  s h all i n c l u d e  any i n t e r e s t  therein, w h e t h e r  d i v i d e d  o r  
u n d i v i d e d ,  o r  any r i g h t  to the c a p a c i t y  thereof.

(6) "public agency" m e a n s  any c i t y  o r  o t h e r
m u n i c i p a l  c o r porat ion, p o l i t i c a l  s u b d i v i s i o n , .g o v e r n m e n t a l  
unit, o r  p u b l i c  c o r p o r a t i o n  c r e a t e d  by or p u r s u a n t  to the 
laws of t h i s  state o r  of a n o t h e r  state of t h e  U n i t e d  States, 
a n d  any s t a t e  o r  the U n i t e d  States, and any person, b o a r d  or 
o t h e r  b o d y  d e c l a r e d  b y  the laws of any state or the U n i t e d  
S tates to be a d epartment , agency, or i n s t r u m e n t a l i t y  thereof.

P l e a s e  let m e  k n o w  if I can a s s i s t  f u r t h e r  on the
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O r i g i n a l  s p o n s o r s : D u n c a n  a n d  S w a n s o n

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 779

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act creating the Alaska Power Authority."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

s Section 1. AS 44 is amended by adding a new chapter to read:

CHAPTER 96. ALASKA POWER AUTHORITY.

ARTICLE 1. CREATION AND ORGANIZATION.

Sec. 1)4.56.010. LEGISLATIVE FINDING AND POLICY. (a) The legis­

lature finds, determines and declares that

(1) there exist numerous potential hydroelectric and fossil 

fuel generating sites in the state;

(2) the establishment of power projects at these sites is 

necessary to supply lower cost power to the state's municipal electric, 

rural electric, cooperative electric, and private electric utilities, 

and regional electric authorities, and thereby to the consumers of the 

state, as well as to supply existing or future industrial needs;

(3) the achievement of the goals of lower consumer power 

costs and long-term economic growth and of establishing, operating and 

developing power projects in the state will be accelerated and facili­

tated by the creation of an instrumentality of the state with powers to 

incur debt for constructing, and with powers to operate, power projects

(b) It is declared to be the policy of the state, in the interest 

of promoting the general welfare of all the people of the state, and 

public purposes, to reduce consumer power costs and otherwise to en­

courage the long-term economic growth of the state, including the 

development of its natural resources, through the establishment of
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power p r o j e c t s  by c r e a t in g  th e  p u b l i c  c o r p o r a t io n  v/ith powers , d u t i e s  

and fu n c t io n s  a s  p ro v id ed  in  t h i s  c h a p t e r .

S e c .  1 ) 5 6 .  020. CREATION OP AUTHORITY. There i s  c r e a t e d  the 

A la s k a  Power A u th o r i t y .  The a u t h o r i t y  i s  a p u b l i c  c o rp o r a t io n  o f  t h e  

s t a t e  in  th e  Department o f  Commerce and Economic Development but v / i th  

s e p a r a t e  and independen t l e g a l  e x i s t e n c e .

S e c .  1 |4 .5 6 .0 30 . MEMBERSHIP OF THE AUTHORITY. The a u th o r i t y  con ­

s i s t s  o f  th e  comm iss ioner o f  commerce and economic development and four- 

p u b l i c  members appo in ted  by th e  g o v e rn o r .  The appointment o f  each 

d i r e c t o r  o th e r  than the  comm iss ioner o f  commerce and economic d e v e lo p ­

ment i s  s u b je c t  to c o n f i rm a t io n  by the  l e g i s l a t u r e . .  The d i r e c t o r s  must 

be r e s i d e n t "  o f  th e  s t a t e  rind q u a l i f i e d  v o t e r s  a t  the  t im e o f  a p p o in t ­

ment and s h a l l  comply v/ith th e  requ irem en ts  o f  AS 39.50 ( c o n f l i c t  o f  

i n t e r e s t ) .  The term o f  o f f i c e  o f  each d i r e c t o r  appo in ted  by the g o v e r ­

nor i s  fou r  y e a r s  e x c ep t  t h a t  the d i r e c t o r s  f i r s t  appo in ted s h a l l  have  

terms o f  one , two , t h r e e ,  and fou r y e a r s ,  r e s p e c t i v e l y .  A vacancy  i n  a 

d i r e c t o r s h ip  o c c u r r in g  o th e r  than by e x p i r a t i o n  o f  term s h a l l  be f i l l e d  

in  th e  same manner a s  th e  o r i g i n a l  appointment but fo r  the  un exp ired  

term o n ly .

S e c .  M . 56 .0 110 . OFFICERS AND QUORUM. The d i r e c t o r s  s h a l l  e l e c t  

one o f  the p u b l i c  members a s  chairman and o th e r  o f f i c e r s  they  determ ine 

d e s i r a b l e .  The powers o f  th e  a u t h o r i t y  a re  v e s t e d  in  th e  d i r e c t o r s ,  ar.d 

th r e e  d i r e c t o r s  o f  the  a u t h o r i t y  c o n s t i t u t e  a quorum. A ct ion  may be 

taken  and motions and r e s o lu t i o n s  adopted by the a u t h o r i t y  a t  a m eeting  

by th e  a f f i r m a t i v e  v o te  o f  a t  l e a s t  t h r e e  d i r e c t o r s .  The d i r e c t o r s  o f  

the  a u t h o r i t y  s e r v e  w ithou t com pen sa t ion , but they  s h a l l  r e c e i v e  the 

same t r a v e l  pay and per diem as  p ro v id ed  by law  f o r  board members.

S e c .  l J l l .5 6 .050 . STAFF. The a u t h o r i t y  s h a l l  employ an e x e c u t i v e  

d i r e c t o r  who may v/ith the  ap p ro va l  o f  th e  a u t h o r i t y  s e l e c t  and employ



a d d i t i o n a l  s t a f f  a s  n e c e s s a r y .  In  a d d i t i o n  to  i t s  s t a f f  o f  r e g u l a r  em­

p lo y e e s )  th e  a u t h o r i t y  may c o n t r a c t  f o r  and engage the  s e r v i c e s  o f  th e  

bond c o u n s e l ,  c o n s u l t a n t s ,  e x p e r t s ,  and f i n a n c i a l  a d v i s o r s  th e  a u t h o r i t y  

c o n s id e r s  n e c e s s a r y  f o r  th e  purpose o f  d e v e lo p in g  in fo rm a t io n ,  o r  con­

d u c t in g  s t u d i e s ,  i n v e s t i g a t i o n s ,  h e a r in g s ,  o r  o th e r  p ro c e e d in g s .

ARTICLE 2 . PURPOSE AMD POWERS.

S e c .  ^ . 5 6 . 0 7 0 .  PURPOSE OP THE AUTHORITY. The purpose o f  th e  

a u t h o r i t y  i s  to  promote , d e v e lo p  and advance th e  g e n e r a l  p r o s p e r i t y  and 

economic v / e l f a r e  o f  th e  p eop le  o f  A la s k a  by p r o v id in g  a means o f  f i n a n ­

c in g  and o p e r a t in g  h y d r o e l e c t r i c  and f o s s i l  f u e l  g e n e r a t in g  p r o j e c t s .

S e c . M . 56 .080 . POWERS OF THE AUTHORITY. In  fu r th e r a n c e  o f  i t s  

co rp o ra te  p u rp o se s ,  1-he a u t h o r i t y  has th e  f o l l o w in g  powers in  a d d i t i o n  

to  i t s  o th e r  powers :

( 1 )  to  sue and be su ed ;

(2) to  have a s e a l  and a l t e r  i t  a t  p l e a s u r e ;

(3) to  make and a l t e r  by law s f o r  i t s  o r g a n iz a t i o n  and i n t e r ­

n a l  management;

( l |)  t o  make r u l e s  and r e g u l a t i o n s  g o v e rn in g  the  e x e r c i s e  o f  

i t s  c o rp o r a te  powers ;

(5) t o  a c q u i r e ,  whether by c o n s t r u c t i o n ,  p u rch a s e ,  g i f t  or 

l e a s e ,  and to  im prove , equ ip  and o p e ra t e  power p r o j e c t s ;

(6) to  i s s u e  bonds to  pay the  c o s t  o f  a c q u i r in g  by c o n s t r u c ­

t i o n ,  or im prov ing and e q u ip p in g ,  a power p r o j e c t  and to  s e cu re  payment 

o f  th e  bonds a s  p rov id ed  in  t h i s  c h a p t e r ;

(7) to  s e l l ,  e x ch an g e ,  d o n a t e ,  convey or encumber in  any 

manner by mortgage or by c r e a t i o n  o f  any o th e r  s e c u r i t y  i n t e r e s t ,  r e a l  

or p e r s o n a l  p rop er ty  owned by i t ,  o r  in  which i t  has an i n t e r e s t ,  when, 

in  th e  judgment o f  th e  a u t h o r i t y ,  th e  a c t i o n  i s  i n  fu r th e r a n c e  o f  i t s ,  

c o rp o ra te  pu rp o se s ;
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(8) to  a c c ep t  g i f t s ,  g r a n t s  o r lo a n s  from , and e n t e r  in t o  

c o n t r a c t s  or o th e r  t r a n s a c t i o n s  r e g a r d in g  them, v/ith a f e d e r a l  agency  or 

an agency  or in s t r u m e n t a l i t y  o f  the  s t a t e ,  m u n i c i p a l i t y ,  p r i v a t e  o rg an ­

i z a t i o n  or o th e r  s o u r c e ;

(9) to  d e p o s i t  or i n v e s t  i t s  fu n d s ,  s u b je c t  t o  agreements 

v/ith b on dh o ld e r s ;

( 10 )  to  e n t e r  in t o  c o n t r a c t s  v /ith th e  Un ited  S t a t e s  or any o f  

i t s  a g e n c ie s  or v/ith any p o l i t i c a l  s u b d iv i s i o n  o f  t h i s  s t a t e ,  and su b ­

j e c t  t o  the  laws o f  the  U n ited  S t a t e s  and s u b je c t  to  concurrence  o f  she 

l e g i s l a t u r e ,  v / ith a f o r e i g n  coun try  or i t s  a g e n c i e s ,  f o r  the c o n s t r u c ­

t i o n ,  a c q u i s i t i o n ,  o p e r a t io n  and m ain tenance o f  a l l  or any p a r t  o f  a

power proje-o 02" OUlwi'Jw Lliw SuSt.tr*, 2.r:Ct LOV t*r>C jr.r.vlr a*r. '] v.r
o f  th e  power produced from i t ;

( 1 1 )  to  en te r  in t o  c o n t r a c t s  f o r  the p u rch a s e ,  s a l e ,  e xch ange , 

t r a n sm is s io n ,  or use o f  power or f a l l i n g  w ater v/ith any p e r so n ,  f irm  or 

c o r p o r a t io n ,  and v/ith th e  Un ited  S t a t e s  or any o f  i t s  a g e n c i e s ,  v/ith any 

p o l i t i c a l  s u b d iv i s i o n  o f  t h i s  s t a t e ,  and s u b je c t  -to the laws o f  the 

Un ited  S t a t e s  and su b je c t  to  the concu rrence  o f  the l e g i s l a t u r e ,  v / i th  a ! 

f o r e i g n  coun try  or i t s  a g e n c i e s ;

( 1 2 )  to  app ly  to  the a p p ro p r ia t e  a g e n c ie s  o f  th e  s t a t e ,  t h e  

Un ited  S t a t e s  and to  a f o r e i g n  coun try  and any o th e r  p roper agency f o r  

th e  p e rm it s ,  l i c e n s e s ,  or a p p ro v a ls  a s  may be n e c e s s a r y ,  and t o  con­

s t r u c t ,  m a in ta in  and o p e ra te  power p r o j e c t s  i n  acco rdance  v/ ith  the 

l i c e n s e s  or p e rm it s ,  and to  o b t a in ,  h o ld  and use th e  l i c e n s e s  and p e r ­

m it s  in  the same manner as any o th e r  person  o r  o p e r a t in g  u n i t ;

( 13 )  to  perform f e a s i b i l i t y  s t u d ie s  v/ith r e s p e c t  to  hydro­

e l e c t r i c a l  and f o s s i l  f u e l  power g e n e r a t in g  p r o j e c t s ;

( 1 1 1 )  to  en te r  in t o  c o n t r a c t s  or agreements v /ith r e s p e c t  t c  the 

e x e r c i s e  o f  any o f  i t s  powers , and do a l l  t h in g s  n e c e s s a r y  or con ven ien t 
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to  c a r r y  out i t s  c o rp o r a t e  ou rpo ses and e x e r c i s e  the  powers g ran ted  i n  

t h i s  c h a p t e r ;

( 15 )  t o  e: i s e  th e  power o f  eminent domain in  accordance

w ith  AL 09 .55 .250  -  0 9 .5 5 . ^ 1 0 .

S e c .  *1*1.62.090. POWER CONTRACTS. The a u t h o r i t y  s h a l l ,  i n  a d d i t io n  

to  o th e r  methods which i t  may f in d  ad v an ta g eou s ,  p ro v id e  th a t  m un ic ip a l  

e l e c t r i c ,  r u r a l  e l e c t r i c ,  c o o p e r a t i v e  e l e c t r i c ,  o r  p r i v a t e  e l e c t r i c  

u t i l i t i e s  and r e g i o n a l  e l e c t r i c  a u t h o r i t i e s  a u th o r iz e d  by law to  engage 

in  th e  d i s t r i b u t i o n  o f  e l e c t r i c  power may s e cu re  a r e a s o n a b le  sh a re  o f  

th e  power g en e ra ted  by a p r o j e c t ,  and s h a l l  s e l l  th e  power or cau se  th e  

power to  be s o ld  a t  p r i c e s  r e p r e s e n t in g  c o s t  o f  g e n e r a t io n ,  p lu s  c a p i t a l  

and o p e r a t in g  c h a r g e s ,  p lu s  a f a i r  c o s t  o f  t r a n sm is s io n ,  a l l  a s  d e t e r  

mined by th e  d i r e c t o r s ,  and s u b je c t  to  c o n d i t i o n s  which a s s u r e  the 

r e s a l e  o f  th e  power to  dom est ic  and r u r a l  consumers a t  the  low est  

p o s s i b l e  p r i c e .  A c o n t r a c t  fo r  the  s a l e ,  t r a n sm is s io n  and d i s t r i b u t i o n  

o f  power g en e r a ted  by a p r o j e c t  s h a l l  p ro v id e

( 1 )  f o r  con t inuou s c o n t r o l  and o p e r a t io n  c f  the  p r o j e c t  by 

t :  u t h o r i t y ;

(2) f o r  f u l l  and complete d i s c l o s u r e  t o  the a u t h o r i t y  o f  a l l  

f a c t o r s  o f  c o s t  in  th e  t r a n sm is s io n  aad d i s t r i b u t i o n  o f  power, so t h a t  

r a t e s  to  consumers may be f i x e d  i n i t i a l l y  in  th e  c o n t r a c t  and may be 

a d ju s t e d  from t im e to  time on th e  b a s i s  o f  t ru e  c o s t  d a t a ;

(3) f o r  p e r io d i c  r e v i s i o n s  o f  the  s e r v i c e  and r a t e s  to con ­

sumers on the  b a s i s  o f  a c c u r a t e  c o s t  d a t a  o b ta in ed  by th e  a c c oun t in g  

methods and system s approved by the  d i r e c t o r s  and in  fu r th e r a n c e  and 

e f f e c t u a t i o n  o f  th e  p o l i c y  d e c la r e d  in  t h i s  p a rag raph ;

(*l) f o r  th e  c a n c e l l a t i o n  and t e rm in a t io n  o f  a n t r a c t  upon 

v i o l a t i o n  o f  i t s  terms by th e  power d i s t r i b u t o r  o r company, o r  i t s  

s u b s id i a r y  or a s s o c i a t e ;

- 5 -  C S H B  7 7 9



(5) f o r  such s e c u r i t y  f o r  per form ance a s  the a u t h o r i t y  may 

c o n s id e r  p r a c t i c a b l e  .and a d v i s a b l e ,  in c lu d in g  p r o v i s i o n s  a s s u r in g  th e  

con t in u an ce  o f  s e r v i c e  by the  power d i s t r i b u t o r s  o r  com pan ies , the u se  

o f  t h e i r  f a c i l i t i e s  f o r  the s e r v i c e ,  and the con t inu an ce  o f  an o u t l e t  

and adequate  market f o r  the power g en e ra ted  by the p r o j e c t ;

(6) o th e r  terms not in c o n s i s t e n t  w ith  the  p r o v i s i o n s  and 

p o l i c y  o f  t h i s  c h ap te r  a s  th e  a u t h o r i t y  may c o n s id e r  a d v i s a b l e .

ARTICLE 3. FINANCIAL PROVISIONS.

S e c .  M . 6 2 . 10 0 .  BONDS OF THE AUTHORITY. (a) The a u t h o r i t y  may 

borrow money and may i s s u e  bonds , in c lu d in g  but not l im i t e d  t o  bonds on 

which th e  p r i n c i p a l  and i n t e r e s t  a r e  p a y ab le  ( 1 )  e x c l u s i v e l y  from th e  

income and r e c e i p t s  o r  o th e r  money d e r iv e d  from the  p r o je c t  f in a n c e d  

w ith  th e  p roceed s o f  the  bonds ; (2) e x c l u s i v e l y  from th e  income and 

r e c e i p t s  or o th e r  money d e r iv e d  from d e s ig n a t e d  p r o j e c t s  whether or not 

th ey  a r e  f in a n c e d  in  whole or in  p a r t  w ith  th e  proceeds o f  th e  bonds ; o

(3) from i t s  income and r e c e i p t s  or o th e r  a s s e t s  g e n e r a l l y ,  o r  a d e s i g ­

nated  p a r t  or p a r t s  o f  them. The a u t h o r i t y  may i s s u e  bonds to  pay , fun 

or re fund  the  p r i n c i p a l  o f ,  or I n t e r e s t  o r  redemption premiums on , bond 

is su e d  by i t ,  whether or not th e  bonds o r i n t e r e s t  to be funded or 

re funded  have become due.

(b) Bonds s h a l l  be au th o r iz ed  by r e s o lu t i o n  o f  th e  a u t h o r i t y ,  anc 

s h a l l  be da ted  and s h a l l  mature as th e  r e s o lu t i o n  may p r o v id e ,  e x c ep t  

t h a t  no bond mr.y matu? • more than 50 y e a r s  from the d a te  o f  i t s  i s s u e .  

Bonds s h a l l  b ea r  I n t e r e s t  a t  the r a t e s ,  be in  the d enom in a t ion s , be in  

th e  form , e i t h e r  coupon or r e g i s t e r e d ,  c a r r y  th e  r e g i s t r a t i o n  p r i v i ­

l e g e s ,  be e xe cu ted  in  the  manner, be p a yab le  in  the  medium o f  payment, 

a t  the p l a c e s ,  and be s u b je c t  to the  terms o f  redemption which the 

r e s o lu t i o n  o r  a subsequent r e s o lu t i o n  may p r o v id e .

(c) A l l  bonds , r e g a r d l e s s  o f  form or c h a r a c t e r ,  s h a l l  be n e g o t i a ­
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b le  in s t rum en ts  f o r  a l l  th e  purposes o f  th e  Uniform Commercial Code.

(d) A l l  bonds may be soxa  a t  p u b l i c  or p r i v a t e  s a l e  i n  the  manner, 

f o r  the p r i c e  o r  p r i c e s ,  and a t  the  t im e o r t im es which the  a u t h o r i t y  

may d e te rm in e .

S e c .  M .  6 2 . 1 1 0 .  TRUST INDENTURES AND TRUST AGREEMENTS. (a) In  

th e  d i s c r e t i o n  o f  th e  a u t h o r i t y ,  an i s s u e  o f  bonds may be secu red  by a 

t r u s t  in d en tu re  or t r u s t  agreement between the a u t h o r i t y  and a co rpo ra te  

t r u s t e e  (which may be a t r u s t  company, b ank , or n a t i o n a l  bank ing a s s o c i ­

a t i o n ,  w ith  c o rp o r a t e  t r u s t  powers , l o c a t e d  i n s i d e  or o u t s id e  the  s t a t e )  

o r  by a se cu red  lo an  agreement or o th e r  in s trum en t or under a r e s o lu t io n  

g i v in g  powers t o  a c o rp o r a t e  t r u s t e e  by means o f  which the  a u t h o r i t y  may

( 1 )  make and enter- in t o  any arid a l l  th e  covenan ts  and a g r e e ­

ments w ith  the t r u s t e e  or the  h o ld e r s  o f  th e  bonds which the a u th o r i t y  

may de te rm ine  t o  be n e c e s s a r y  or d e s i r a b l e ,  i n c lu d in g ,  w ithou t l im i t a ­

t i o n ,  c o v e n a n t s ,  p r o v i s i o n s ,  l im i t a t i o n s  and agreements a s  to

(A) the  a p p l i c a t i o n ,  in v e s tm en t ,  d e p o s i t ,  use and d i s ­

p o s i t i o n  o f  the  p roceed s  o f  bonds o f  th e  a u t h o r i t y  or o f  money or 

o th e r  p rop er ty  o f  the a u t h o r i t y  o r in  which i t  has an i n t e r e s t ;

(D) th e  f i x i n g  and c o l l e c t i o n  o f  r e n t a l s ,  f e e s  or o th e r  

c o n s id e r a t io n  f o r ,  and the o th e r  terms to  be in c o rp o ra te d  i n ,  

c o n t r a c t s  w ith  r e s p e c t  to  a p r o j e c t ;

(C) th e  ass ignm en t by the  a u t h o r i t y  o f  i t s  r i g h t s  in  

c o n t r a c t s  w ith  r e s p e c t  to  a p r o j e c t  o r  in  a mortgage or o th e r  

s e c u r i t y  i n t e r e s t  c r e a t e d  w ith  r e s p e c t  to  a p r o j e c t  to  a  t r u s t e e
i

f o r  th e  b e n e f i t  o f  b ondho ld e r s ;
!

(D) th e  terms and c o n d i t io n s  upon which a d d i t i o n a l  bonds | 

o f  th e  a u t h o r i t y  may be i s s u e d ;

(E) th e  v e s t in g  in  a t r u s t e e  o f  r i g h t s ,  powers , d u t i e s ,  

funds or p ro p e r ty  in  t r u s t  f o r  the  b e n e f i t  o f  b ondh o ld e r s ,  i n c lu d -
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i n g ,  w itnou t l im i t a t i o n ,  th e  r i g h t  to  e n fo r c e  payment, p er fo rm ance , 

and a l l  o th e r  r i g h r s o f  the a u t h o r i t y  or o f  th e  b on dh o ld e r s ,  under 

a l e a s e ,  c o n t r a c t  o f  s a l e ,  m ortgage , s e c u r i t y  ag reem en t , or t r u s t  

agreement v/ ith  r e s p e c t  to  a p r o j e c t  by mandamus or o th e r  p ro ceed in g  

or by t a k in g  p o s s e s s io n  o f  by agen t or o th e rw is e  and o p e r a t in g  a 

p r o j e c t  and c o l l e c t i n g  r e n t s  ? o th e r  c o n s id e r a t io n  and a p p ly in g

th e  same in  acco rdance  w ith  th e  t r u s t  ag reem en t ;

(2) p le d g e ,  mortgage or a s s ig n  money, l e a s e s ,  a g re em en ts , 

p rop er ty  or o th e r  a s s e t s  o f  the  a u t h o r i t y  e i t h e r  p r e s e n t l y  in  hand o r  to 

be r e c e iv e d ' in  the  f u t u r e ,  or b o th ; and

(3) p ro v id e  f c r  any o th e r  m a t te r s  o f  l i k e  or d i f f e r e n t  

c h a r a c t e r  which in  any way a f f e c t  the  s e c u r i t y  or p r o t e c t io n  o f  the 

bonds.

(b) N o tw ith s tan d in g  any o th e r  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  the 

t r u s t  agreement s h a l l  c o n ta in  a covenan t by th e  a u th o r i t y  t h a t  i t  w i l l  

a t  a l l  t im es m a in ta in  r a t e s ,  f e e s  o r ch a rge s  s u f f i c i e n t  to  p a y ,  arid th a t  

a c o n t r a c t  en te red  in to  by the  a u t h o r i t y  f o r  the  s a l e ,  t r a n sm is s io n  o r 

d i s t r i b u t i o n  o f  power s h a l l  c o n ta in  r a t e s ,  f e e s  or ch a rge s  s u f f i c i e n t  to

pay th e  c o s t s  o f  o p e r a t io n  and maintenance o f  the p r o j e c t ,  th e  p r in c i p a l

o f  and i n t e r e s t  on bonds is su e d  under the  t r u s t  agreement as the  same 

s e v e r a l l y  become due and p a y a b le ,  and to  m a in ta in  r e s e r v e s  r e q u ir e d  by 

th e  terms o f  the t r u s t  agreement .

(c )  Fo r the purpose o f  s e c u r in g  any one or more i s s u e s  o f  i t s  

bonds , the a u t h o r i t y  may e s t a b l i s h  one or more s p e c i a l  fu n d s ,  c a l l e d  

" c a p i t a l  r e s e r v e  fu n d s " ,  and s h a l l  pay in to  tho se  c a p i t a l  r e s e r v e  funds 

the  p roceed s o f  the s a l e  o f  i t s  bonds and any o th e r  money which may ce  

made a v a i l a b l e  to the  a u t h o r i t y  fo r  the  purposes o f  tho se  funds from 

any o th e r  so u rc e .  A l l  money h e ld  in  a c a p i t a l  r e s e r v e  fund , e x c ep t  a s  

p rov id ed  in  t h i s  s e c t i o n ,  s h a l l  be used a s  r e q u i r e d ,  s o l e l y  f o r  ( 1 )  th e



payment o f  th e  p r i n c i p a l  o f ,  and i n t e r e s t  on , bonds or o f  the s in k in g  

fund payments v / ith  r e s p e c t  to  tho se  bonds , (2) the purchase or redemp­

t i o n  o f  bonds , o r  (3) th e  payment o f  a redemption premium r e q u ir e d  to  be ! 

p a id  when th o s e  bonds a re  redeemed b e fo r e  m a t u r i t y ;  however , money in  a 

fund may not be w ithdrawn from i t  a t  any t im e in  an amount wh ich  would 

reduce th e  amount o f  t h a t  fund to  l e s s  than  th e  c a p i t a l  r e s e r v e  r e q u i r e -  i 

ment s e t  out in  (2) o f  t h i s  s u b s e c t io n ,  e x c ep t  f o r  the purpose o f  making , 

w ith  r e s p e c t  to  th o s e  bonds , payment, when du e , o f  p r i n c i p a l ,  i n t e r e s t ,  

redemption premiums and the  s in k in g  fund payments f o r  th e  payment o f  

which o th e r  money o f  th e  c o rp o r a t io n  i s  not a v a i l a b l e .  Income or i n t e r ­

e s t  earned  b y , o r  in crem en t t o ,  a c a p i t a l  r e s e r v e  fund , due to  the 

in ves tm en t o f  th e  fund or any o th e r  amounts in  i t ,  may be t r a n s f e r r e d  by 

the  a u t h o r i t y  t o  o th e r  funds or a ccoun ts  o f  the a u th o r i t y  to  th e  e x t e n t  

t h a t  th e  t r a n s f e r  does not reduce  the  amount o f  th e  c a p i t a l  r e s e r v e  fur.d 

below the  c a p i t a l  r e s e r v e  fund requ ir em en t .

(d) I f  th e  a u t h o r i t y  d e c id e s  to  i s s u e  bonds secured  by such a 

c a p i t a l  r e s e r v e  fund , th e  bonds may not be is su e d  i f  th e  amount in  th e  

c a p i t a l  r e s e r v e  fund i s  l e s s  th an  such a p er c e n t ,  not e x c e ed in g  10  per 

cen t o f  th e  p r i n c i p a l  amount o f  a l l  o f  th o s e  bonds secured  by th a t  

c a p i t a l  r e s e r v e  fund then to  be i s s u e d  and then ou ts tan d in g  in  accor­

dance v/ith t h e i r  t e rm s , a s  may be e s t a b l i s h e d  by r e s o lu t io n  o f  the 

a u t h o r i t y  ( c a l l e d  th e  " c a p i t a l  r e s e r v e  fund r e q u ir em en t " ) ,  u n le s s  th e  

a u t h o r i t y ,  a t  th e  t im e o f  i s s u a n c e  o f  th e  o b l i g a t i o n s ,  d e p o s i t s  in  the 

c a p i t a l  r e s e r v e  fund from th e  p ro ceed s  o f  th e  o b l i g a t i o n s  to  be is su e d  

or from o th e r  s o u r c e s ,  an amount w h ich , t o g e th e r  v/ith the amount th en  in 

the  fund , w i l l  not be l e s s  than the c a p i t a l  r e s e r v e  fund requ ir em en t .

(e) In  computing th e  amount o f  a c a p i t a l  r e s e r v e  fund f o r  the 

purpose o f  t h i s  s e c t i o n ,  s e c u r i t i e s  in  which a i l  or a p o r t io n  o f  th e  

funds a re  in v e s t e d  s h a l l  be v a lu ed  by some r e a s o n ab le  method e s t a b l i s h e d
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by th e  a u t h o r i t y  by r e s o l u t i o n .  V a lu a t io n  on a p a r t i c u l a r  d a t e  s h a l l  

in c lu d e  th e  amount o f  any i n t e r e s t  earned or acc rued  to  t h a t  d a t e .

( f )  The cha irman o f  th e  a u t h o r i t y  s h a l l  a n n u a l l y ,  no l a t e r  than  

Ja n u a r y  2 , make and d e l i v e r  to  th e  governor and th e  l e g i s l a t u r e  h is  

c e r t i f i c a t e  s t a t i n g  th e  sum, i f  a n y ,  r e q u ir e d  to  r e s t o r e  any c a p i t a l  

r e s e r v e  fund to  the c a p i t a l  r e s e r v e  fund requ ir em en t . The l e g i s l a t u r e  

may a p p ro p r ia t e  such a sum, and a l l  sums ap p ro p r ia t e d  du r in g  th e  then  

cu r ren t  f i s c a l  y e a r  by th e  l e g i s l a t u r e  f o r  such r e s t o r a t i o n  s h a l l  be 

d ep o s i t e d  by th e  a u t h o r i t y  in  the  p roper c a p i t a l  r e s e r v e  fund . Noth ing 

in  t h i s  s e c t i o n  c r e a t e s  a deb t or l i a b i l i t y  o f  the s t a t e .

(g) When th e  a u t h o r i t y  has c r e a t e d  and e s t a b l i s h e d  a c a p i t a l  

r e s e r v e  fu n a ,  th e  com m iss ioner o f  revenue may lend  su rp lu s  money in  the 

g e n e r a l  fund to  the a u t h o r i t y  f o r  d e p o s i t  in  a c a p i t a l  r e s e r v e  fund i n  

an amount equa l to  th e  c a p i t a l  r e s e r v e  fund requ ir em en t . The lo a n s  

s h a l l  be made on such terms and c o n d i t io n s  a s  may be agreed  upon by th e  

comm issioner o f  revenue and th e  a u t h o r i t y ,  in c lu d in g  w ithou t l im i t a t i o n  

terms and c o n d i t i o n s  p r o v id in g  t h a t  th e  lo a n s  need not be r e p a id  u n t i l  

th e  o b l i g a t i o n s  o f  th e  a u t h o r i t y  se cu red  and to  be se cu red  by the 

c a p i t a l  r e s e r v e  fund a re  no lo n g e r  o u t s t a n d in g .

S e c .  4 * 1 .6 2 . 12 0 .  VALIDITY OF PLEDGE. I t  i s  th e  in t e n t i o n  o f  th e  

l e g i s l a t u r e  th a t  a p led g e  made in  r e s p e c t  o f  bonds s h a l l  be v a l i d  and 

b in d in g  from th e  t im e th e  p led g e  i s  made; th a t  the  money or p ro p e r ty  so 

p ledged  and t h e r e a f t e r  r e c e i v e d  by th e  a u t h o r i t y  s h a l l  im m ed ia te ly  be 

s u b je c t  to  the l i e n  o f  th e  p led g e  w ithou t p h y s i c a l  d e l i v e r y  o r f u r t h e r  

a c t ;  and th a t  th e  l i e n  o f  th e  p led g e  s h a l l  be v a l i d  and b in d in g  as 

a g a in s t  a l l  p a r t i e s  h a v in g  c la im s  o f  any k ind  in  t o r t ,  c o n t r a c t  or 

o th e rw ise  a g a in s t  th e  a u t h o r i t y  i r r e s p e c t i v e  o f  whether the p a r t i e s  have 

n o t i c e .  N e i th e r  th e  r e s o l u t i o n ,  t r u s t  agreement nor any o th e r  i n s t r u ­

ment by which a p led g e  i s  c r e a t e d  need be reco rded  or f i l e d  under th e  
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p r o v i s i o n s  o f  the  Uniform Commercial Code to  be v a l i d ,  b in d in g  or e f f e c ­

t i v e  a g a in s t  the  p a r t i e s .

S e c .  M . 6 2 . 1 3 0 . ’ NONLIABILITY ON BONDS. (a) N e ith e r  th e  members 

o f  th e  a u t h o r i t y  nor a p erson  e x e c u t in g  the  bonds i s  l i a b l e  p e r s o n a l l y  

on the  bonds o r i s  s u b je c t  t o  p e r s o n a l  l i a b i l i t y  or a c c o u n t a b i l i t y  by 

re a son  o f  th e  i s s u a n c e  o f  th e  "'Onds.

(b) The bonds i s s u e d  by the a u t h o r i t y  do not c o n s t i t u t e  an i n ­

deb tedn ess  or o th e r  l i a b i l i t y  o f  t h e  s t a t e  o r o f  a p o l i t i c a l  s u b d iv i s i o n  

o f  th e  s t a t e ,  e x c ep t  th e  a u t h o r i t y ,  but s h a l l  be p a y ab le  s o l e l y  from the 

income and r e c e i p t s  or o th e r  funds o r p rop er ty  o f  th e  a u t h o r i t y .  The 

a u t h o r i t y  may not p led g e  the  f a i t h  or c r e d i t  o f  th e  s t a t e  or o f  a

p o l i t i c a l  s u b d iv i s i o n  o f  the  s t a t e ,  e x c ep t  the a u t h o r i t y ,  to the  payment

o f  a bond and the  i s s u a n c e  o f  a bond by the a u t h o r i t y  does not d i r e c t l y  

o r  I n d i r e c t l y  or c o n t in g e n t l y  o b l i g a t e  the  s t a t e  o r a p o l i t i c a l  sub­

d i v i s i o n  o f  th e  s t a t e  to  ap p ly  money from , or l e v y  o r p led ge  any form o f

t a x a t i o n  whatever to  th e  payment o f  th e  bond.

S e c .  M . 6 2 . 1 1 10 .  PLEDGE OF THE STATE. The s t a t e  p le d g e s  to  and 

a g r e e s  w ith  th e  h o ld e r s  o f  bonds i s s u e d  under t h i s  ch ap te r  and w ith  the 

f e d e r a l  agency which lo a n s  o r c o n t r ib u t e s  funds in  r e s p e c t ' t o  a p r o j e c t ,  

t h a t  th e  s t a t e  w i l l  not l im i t  or a l t e r  th e  r i g h t s  and powers v e s t e d  in  

the  a u t h o r i t y  by t h i s  ch ap te r  to  f u l f i l l  th e  terms o f  a c o n t r a c t  made by 

the  a u t h o r i t y  w ith  th e  h o ld e r s  or f e d e r a l  a g en c y ,  or in  any way im p a ir  

th e  r i g h t s  and rem ed ie s  o f  t h e  h o ld e r s  u n t i l  th e  bonds , t o g e th e r  w ith  

th e  i n t e r e s t  on them v/ith i n t e r e s t  on unpaid i n s t a l lm e n t s  o f  I n t e r e s t ,  

and a l l  c o s t s  and exp en se s  in  co n n e c t io n  w ith  an a c t i o n  or p ro c e ed in g  by 

o r on b e h a l f  o f  th e  h o ld e r s ,  a r e  f u l l y  m et 'and  d i s c h a r g e d .  The a u th o r ­

i t y  i s  a u th o r iz e d  t o  in c lu d e  t h i s  p led g e  and agreement o f  th e  s t a t e ,  

i n s o f a r  a s  i t  r e f e r s  to  h o ld e r s  o f  bonds o f  th e  a u t h o r i t y ,  in  a c o n t r a c t  

w ith  the h o ld e r s ,  and i n s o f a r  as i t  r e l a t e s  t o  a f e d e r a l  a g e n c y ,  in  a

- 1 1 -  CSIIB 779



c o n t r a c t  v/ith t he  f e d e r a l  agency.

Sec. 4 4.62.150. T A X  E X E M P T I O N .  All p r o p e r t y  of t h e  a u t h o r i t y  is 

p u b l i c  p r o p e r t y  d e v o t e d  t o  an e s s e n t i a l  p u b l i c  and g o v e r n m e n t a l  f u n c t i o n  

and p u r p o s e  and is e xe m p t  f r o m  all t a x e s  of the s tate o r  a p o l i t i c a l  

s u b d i v i s i o n  of t h e  state. All b o n d s  or n o t e s  i s s u e d  u n d e r  t h i s  c h a p t e r  

are I s su e d  by a b o d y  c o r p o r a t e  an d  pu b l i c of this state and f o r  an 

e s s e n t i a l  pub l i c  an d  g o v e r n m e n t a l  p u r p o s e  and the b o n d s  and n o t e s ,  a n d  

the i n te r e s t  an d  in co m e  on and f r o m  the b o n d s  and notes, and a l l  i n c o m e  

of th e  a u t h o r i t y  are e x e m p t  f r o m  t a x a t i o n  except fo r  t r a n s f e r ,  i n h e r i­

tan c e  and e s t a t e  faxes.

Sec. 44.62.160. B O N E S  L E G A L  I N V E S T M E N T S  F O R  FIDUCIARIES.. The 

b o n d s  of the a u t h o r i t y  a r e  s e c u r i t i e s  in w h i c h  a l l  p u b l i c  o f f i c e r s  ar.d 

b o d i e s  of the s t a t e  and a l l  m u n i c i p a l i t i e s  and m u n i c i p a l  s u b d i v i s i o n s ,  

all in s u r a n c e  c o m p a n i e s  a n d  a s s o c i a t i o n s  and o t h e r  p e r s o n s  c a r r y i n g  c n  

any i n s u r a n c e  b u s i n e s s ,  al l  banks, b a n k e r s ,  trust comp a n i e s ,  s a v i n g s  

banks, savings a s s o c i a t i o n s ,  i n c l u d i n g  s a v i n g s  and loan a s s o c i a t i o n s  and 

b u i l d i n g  an d  l o a n  a s s o c i a t i o n s ,  i n v e s t m e n t  c o m p a n i e s  a n d  o t h e r  p e r s o n s  

c a r r y i n g  on a b a n k i n g  b u s i n e s s ,  all a d m i n i s t r a t o r s ,  g u a r d i a n s ,  e x e c u­

tors, tru s t e e s  a n d  o t h e r  f i d u c i a r i e s ,  and all o t h e r  p e r s o n s  w h a t s o e v e r  

wh o  are n o w  or m a y  h e r e a f t e r  be a u t h o r i z e d  to inve s t  in b onds or o t h e r  

o b l i g a t i o n s  of th e  state, ma y  p r o p e r l y  and l e g a l l y  invest funds i n­

c l u d i n g  c a p i t a l  in t h e i r  c o n t r o l  or b e l o n g i n g  to them. N o t w i t h s t a n d i n g  

any o t h e r  p r o v i s i o n s  of law, the b o n d s  of the a u t h o r i t y  arc a l s o  s e c u r­

ities w h i c h  may be d e p o s i t e d  w i t h  a n d  may be r e c e i v e d  by all p u b l i c  

o f f i c e r s  and b o d i e s  of t h i s  s t a t e an d  all m u n i c i p a l i t i e s  and m u n i c i p a l  

s u b d i v i s i o n s  fo r  any p u r p o s e  for w h i c h  the d e p o s i t  of b o n d s  o r  o t h e r  

o b l i g a t i o n s  of the s tate is now  or ma y  h e r e a f t e r  be a u t h o r i z e d .

A R T I C L E  4. POV/ima P R O J E C T  R E V O L V I N G  FUND.

Sec. 44.62.170. F U N D  E S T A B L I S H E D ,  (a) T h e r e  is e s t a b l i s h e d  a s  a 
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s e p a r a t e  fund the p o w e r  p r o j e c t  r e v o l v i n g  fund w h i c h  s h a l l  be a d m i n i s­

ter e d  by the a u t h o r i t y  as a t rust f und s e p a r a t e  and d i s t i n c t  f r o m  an y 

o t h e r  m o n e y  or f unds of  the a u t h o r i t y .

(b) Th e a u t h o r i t y  may  m a k e  l o a n s  f r o m  the fund, at such i n t e r e s t  

r a t e  or ra t e s  as it determines., to e l i g i b l e  b o r r o w e r s  to pay t h e  c o s t s  

o f  f e a s i b i l i t y  s t u dies, p r e c o n s t r u c t i o n  e n g i n ee r i n g ,  d e s i g n  a n d  c o n­

s t r u c t i o n  of h y d r o e l e c t r i c  an d  fos s i l  fuel  p o w e r  pro j e c t s .

(c) R e p a y m e n t  of the l o a n s  shall be secured in suc h m a n n e r  as t h e  

a u t h o r i t y  d e t e r m i n e s  is f e a s i b l e  to a s s u r e  r e p a y m e n t  u n d e r  a l o a n  a g r e e­

m e n t  e n t e r e d  into w i t h  t h e  b o r r o w e r .  U n d e r  a loan a g r e e m e n t  r e p a y m e n t  

m a y  be d e f e r r e d  u n t i l  the p r o j e c t  w i t h  r e s p e c t  to w h i c h  a l o a n  is m a c e  

ha s  a c h i e v e d  e a r n i n g s  f r o m  its o p e r a t i o n s  s u f f i c i e n t  to pay t h e  loan.

(d) As u sed in thi s  s e c t i o n  an " e l i g i b l e  b o r r o w e r "  is a m u n i c i­

pa l i t y  or pu b l i c  u t i l i t y  as d e f i n e d  in AS ^ 2 . 0 5 - 7 0 1 ( 2 ) ( A ) .

A R T I C L E  5- G E N E R A L  P R O V I SIONS.

■* Sec. M .  62.180. C O N S T R U C T I O N  OF PROJECTS. T h e  a u t h o r i t y  shall 

submit a s t a t e m e n t o u t l i n i n g  the g e n e r a l  design, d e m o n s t r a t i o n  of f i n a n­

cia l  feasi b i l i t y ,  and m a x i m u m  a mo u n t  of b onds e s t i m a t e d  to be n e c e s s a r y  

f o r  e a c h  ne w  p r o j e c t  to the l e g i s l a t u r e  and the c o m m i s s i o n e r  o f  commerce! 

a n d  e c on o m i c  d e v e l o p m e n t  t o g e t h e r  w i t h  a s t atement that the a u t h o r i t y  

i n t e n d s  to desi g n ,  a c q u i r e  a n d  c o n s t r u c t  the p r o j e c t  i t s e l f  o r  that it 

i n t e n d s  that the p r o j e c t  be d e s i g n e d ,  a c q u i r e d  or c o n s t r u c t e d  by the 

U n i t e d  States u n d e r  a g r e e m e n t  w i t h  the a u t h o r i t y  p r o v i d i n g  fo r  o w n e r s h i p  

o f  the p r o j e ct  by the a u t h o r i t y  on completion. If the l e g i s l a t u r e  

a d o p t s  a c o n c u r r e n t  r e s o l u t i o n  a p p r o v i n g  the g e n e r a l  d e s i g n  a n d  m a x i m u m  | 

am o u n t  of bonds, the a u t h o r i t y  shall, in a c c o r d a n c e  w i t h  the t e r m s  o f  | 

the c o n c u r r e n t  r e s o l u t i o n ,  fl) p r o c e e d  to design, ac q u i r e  and c o n s t r u c t  ; 

th e  n e w  project, or (2) a g r e e  w i t h  the U n i t e d  St a t es  for  d e si g n ,  a c q u i­

sition and c o n s t r u c t i o n  of th e  p r o j e c t  .by the U n i t e d  States, f o r  p a y -
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merits to the U n i t e d  States, for such desi g n ,  a c q u i s i t i o n  and c o n s t r u c­

tion, r e i m b u r s e m e n t  by the U n i t e d  S t a t e s . i n  c e r t a i n  events, a n d  o t h e r­

wis e  on the t e r m s  and c o n d i t i o n s  as. m a y  be set out in such a g r e em e n t .

If th e n e w  p r o j e c t  is to be d e s i g n e d ,  a c q u i r e d  a n d  c o n s t r u c t e d  by the 

a u t h o r i t y ,  it s ha l l  be de s i g n e d,  a c q u i r e d  an d c o n s t r u c t e d  as a publ i c  

w o r k  of  the s t a t e except that pu b l i c  b i d d i n g  s hall not be r e q u i r e d ,  i f  

the a u t h o r i t y  so de t e r m i n es .  F o r  the p u r p o s e  of thi s  s e c t i o n  a nev/ 

p r o j e c t  d oe s  not include an a d d i t i o n  o r  m o d i f i c a t i o n  to an e x i s t i n g  • 

p r o j e c t  if the t o t a l  cost of the a d d i t i o n  or m o d i f i c a t i o n  doe s  not 

exceed $ 1 , 0 0 0 , 0 0 0  or to any r e p a i r  of a project. An a d d i t i o n  or m o d i­

fi c a t i o n  or r e p a i r  ma y  be u n d e r t a k e n  by the a u t h o r i t y  w i t h o u t  any o f  the 

u p p r o v d l s  n c c c g 3cii*y i or c. nev/ prcj cct •

Sec. >1 >1.62.190. A N N U A L  AUDIT. T h e  a u t h o r i t y  shall h ave its f i n a n­

cial r e c o r d s  a u d i t e d  a n n u a l l y  by a c e r t i f i e d  p u b l j e  ac c o u nt a n t .  The 

l e g i s l a t i v e  a u d i t o r  m a y  p r e s c r i b e  the f o r m  and cont e n t  of th e  f i n a n c i a l  

r e c o r d s  o f  the a u t h o r i t y  and shall ha v e  ac c e s s to t hese r e c o r d s  at a n y  

time.

Sec. .62.200. A N N U A L  REPORT. B e f o r e  M a r c h  1 of e a c h  year, t h e  

a u t h o r i t y  shall submit to the g o v e r n o r  and the l e g i s l a t u r e  a c o m p r e h e n­

sive rep o r t  d e s c r i b i n g  o p e r a t i o n s ,  i n c o m e  and e x p e n d i t u r e s  fo r  the 

p r e c e d i n g  12-inonth period.

Sec. >1 >1.62. 210. B U D G E T  AM D A P P R O P R I A T I O N S .  The a u t h o r i t y  s hall 

submit its a n n u a l  b u d g e t  to the l e g i s l a t u r e  t h r o u g h  the g o v e r n o r  as 

p r o v i d e d  for st a t e  a g e n c i e s  by the E x e c u t i v e  B u d g e t  Act (AS 37-07). It

ma y  e x p e n d  m o n e y  d i r e c t l y  a p p r o p r i a t e d  by the l e g i s l a t u r e  on l y  as 

a u t h o r i s e d  b„ the l e g i s lature.

Sec. >1 >1.62.220. PU B L IC  R E C ORDS; O P E N  M E E T I N G S . Th e  p r o v i s i o n s  of  

AS 0 9 - 2 5 - 1 1 0  - 0 9 . 2 5 . 1 2 0  and AS >>>1.62.310 - V). 6 2 . 3 1 2  a pply to the 

authority. T h e  a u t h o r i t y  shall p u b l i s h  a p r o p o s e d  a ge n d a  o f  its rner-t- 
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ings a n d  a f f o r d  the p u b l i c  a n  o p p o r t u n i t y  to be h e a r d  i n ' a c c o r d a n c e  v/ith 

AS A4.62.312.

Sec. 44.62.23G-, D E F I N I T I O N S .  In t h i s  ch a n t e r ,  u n l e s s  the c o n t e x t  

r e q u i r e s  other w i s e ,

(1) " a u t h o r i t y "  m e a n s  the A l a s k a  P o w e r  A u t h o r i t y  e s t a b l i s h e d  

by this chapter;

(21 "bon d s "  m e a n s  bonds, notes, or o t h e r  o b l i g a t i o n s  of the 

a u t h o r i t y  i s s u e d  u n d e r  this  chapter;

(3) "power" i n c l u d e s  a n y  an d  a l l  e l e c t r i c a l  e n e r g y  g e n er a t e d ,  

d i s t ri b u t e d ,  b o u g h t  or s o l d  for p u r p o s e s  of lig ht i n g ,  he a t i n g ,  p o w e r  and 

every o th e r  us e f u l  p u r p o s e ;

(4) " p o w e r  p r o j e c t "  or " p r o j e c t "  i n c l u d e s  any an d  a l l  r e a l  or 

p e r s o n a l  p r o p e r t y  or a n y  I n t e r e s t  in it i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  

dams, pov/erhouses, and t r a n s m i s s i o n  l ines owned, u s e d  or o p e ra t e d ,  or 

u s e f u l  for o p e r a t i o n ,  In the g e n e r a t i o n  b y  m e a n s  of w a t e r  or f o s s i l  fuel 

power, and the t r a n s m i s s i o n  of e l e c t r i c a l  p o w e r  a n d  als o  i n c l u d i n g  

channels, locks, canals, a n d  o t h e r  n a v i g a t i o n a l ,  r e c l a m a t i o n ,  f l o od  

cont r o l  and  f i s h e r i e s  f a c i l i t i e s  a n d  e n v i r o n m e n t a l  p r o t e c t i v e  m e a s u r e s  

as m a y  be n e c e s s a r y  or d e s i r a b l e  in c o n n e c t i o n  v/ith it.

Sec. 4 4 .62.240. S H O R T  TITLE. T h i s  c h a p t e r  m a y  be c i t e d  as the 

A l a s k a  P o w e r A u t h o r i t y  Act.
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current justification fo r  scrubbers based on ambient air qua li ty  standards," one E P R I  scrubber expert said, 
calling the stricter state implementation plans which make scrubbers necessary “ artificial requirements .”  He 
added: " in te rm itten t controls are effective in most areas and are much more cost-ef fective ." And he said he 
has seen “ no fundamenta l improvement" in scrubber availability and believes the cost some utilities have 
paid to  achieve acceptable availability “ is much too  high. Shutting down at night is no so lu t io n ."  Y e t ,  he 
said, “ we see no options any less ex nsive" than scrubbers in meeting present S O i  regulations, and he added 
that the options that do exist “ are considerably farther down the road and so may  be more expensive”  than 
scrubbers.

\
V.

The design criteria program is planned-to provide “ u reliable design basis fo r  people fo rced to  put on 
scrubbers,”  the scrubber expert expla ined. Lime/limestone scrubbers got top  pr io r ity  because they  represent 
the scrubber technology tha t ’s most developed. The areas undergoing most intensive evaluation right now 
are : ( 1 )  mist elimination, where a ho r izon ta l duct orientation seems to improve washabil ity and to cut plug­
ging and scaling; ( 2 )  reheaters, where corrosion o f  the heat-exchange tubes may be contro l led b y  better 
maintenance techniques or removing the tubes from  the flue-gas duc t : and ( 3 )  sludge handling and disposal, 
including research into sludge hardeners. The E PR I o ff ic ia l ,  commenting on the design criteria E PR I will 
p robab ly  come up with , said: “ There wil l like ly  not be a system sold by  a vendor that con fo rm s in all partic­
ulars fo r all condit ions."

The EPR I w o rk  on regenerative scrubber systems includes a recent request fo r vendor proposals to de ­
sign large piiot-piant models o f  l ike ly  systems and a second lo ok  at some systems, such as the magnesium oxide 
systems tried and abandoned by several utilities, that might stil l be feasible fo r retro fit on lime/limestone 
scrubbers to end sludge-disposal problems. E PR I right now is more interested in regenerative systems produc­
ing sulfuric acid than those producing elemental sulfur because the naphtha o r natural gas needed for reducing 
scrubber end products into elemental sulfur are increasingly rare and costly .

E PR I off ic ia ls are also concerned about the re liabili ty o f  the air po l lu t ion  measuring systems now used 
at power plants. The mechanical technique fo r  measuring sulfur d iox ide , sulfates and nitrogen oxides “ is not 
very accurate,”  one EPR I o ff ic ia l said, adding that researchers now suspect that the po l lu tants “ interact with 
the measurement f i l te r . "  The result is probab ly an “ overmeasurement”  o f  the po llutants , the o ff ic ia ls said.

A L A S K A  M A Y  C R E A T E  S T A T E  P O W E R  A U T H O R I T Y  T O  B U I L D  N E E D E D  G E N E R A T I O N
The state o f  Alaska, facing a like ly peak load growth in the Anchorage and Fairbanks areas o f  14%/ycar 

o r more , is considering creating a state power author ity  to build the hydroe lectr ic  and large steam generating 
plants state officia ls arc convinced the fast-growing area needs. The uti lities in tire areas around the two cities 
and in the area between them arc generally small and would be overwhelmed by  the costs o f  financing large, 
new, efficient generating units, the o ff ic ia ls  agree. The utilities have been keeping up with their peak load 
growth on ly  by adding gas turbines each year. Gas turbines are relatively inexpensive and arc installed qu ick ly , r 
but they burn cither natural gas -wh ich could well be banned by the federal government soon fo r  electricity 
gene ra t ion -o r  expensive disti llate o i l .

The need fo r new generating facilities in the Anchorage area alone is shown by the fo l low ing  conclusion 
reached by consultants hired by  a legislative committee: the Anchorage area, which had a 19 75  peak load o f  
2 7 0  Mw, is expected to have a peak o f  more than 1 ,500  Mw in 1985 and possib ly as much as 4 , 5 0 0  Mw by 
1995. The Alaska House finance committee , which commissioned the icport f r om  the Institute o f  Social, 
Economic and Government Research at the University o f  Alaska, heard test imony early this month on the 
results o f  the four-and-a-half-month-long e f fo r t .  Economists f rom  the institute, engineers f rom  Sta fano Mesplay 
& Associates and from  Robert W. Rc ther fo rd  Associates, consultant Kent Miller and financia l consultants f rom  
National Economic Research Associates worked on the study.

The study divided Alaska’s generating needs into three geographic areas: the boom ing Anchorage-Fair­
banks strip, the slower-growing panhandle area, ar.d the largely rural areas that make up the rest o f  the state. 
The main alternative to meet the needs o f  the panhandle area is hyd ro  deve lopment, the s tudy suggested. A 
peak growth rate fo r that area o f  7% /year was predicted.

Hie “ options are l im ited" in meeting the needs o f  the rura l area, a University o f  Alaska professor who 
worked on the study noted. Those areas will have to re ly on diesel generators, with "a few small hydro p lants,”  
the professor, Oliver Goldsmith , expla ined in a te lephone interview. Arlon Tussing, a United States Senate c om ­
mittee staffer with special Alaska expertise, added that about 20  potential hyd ro  sites have been identified 
near small rural towns and that he and others who worked cn the study believe projects at those sites should 
be "scaled to the loads ."  He expla ined that some off ic ia ls and others had been proposing “ too-big pet p ro jec ts"  
fo r  the rural areas.

/-'v
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For the Anchorage-Fairbanks region. Goldsmith and Tussing said, the best bets fo r  meeting the rap id ly
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Increasing load are 200 -300 -M w  dual-fuel (gas o r  coa l) steam units and hyd ro  development o f  the Susitna 
”  R iver . For the short-run , Tussing added, "the low front-end cost"  o f  gas turbines makes addit iona l gas-turbine 

i units attractive " i f  gas is available and allowed and the cost is in line.”  But he said the study projects “ the 
price o f  gas rising to 7 5%  o f  the world o i l price ." The U .S . A rm y  Corps o f  Engineers has a lready proposed 3 
699-Mw , two-stage hyd ro  project on the Susitna R iver, and i f  Congress approves it this year the first stage 
( 3 5 0  Mw) would open in 1 9 86 .  But , Tussing said, “ the latest prognosis is not very g o od "  fo r  Congressional 
approva l.

Most experts believe the small utilities in the Anchorage and Fairbanks areas cou ldn ’ t a f fo rd  the capital 
costs o f  the needed steam stations. “ The rates wou ld be unacceptab le" i f  they tried, Tussing commented . And 
cooperation among the utilities is not expected because o f  their history o f  "b it te r ju risd ictiona l disputes,”  he 
said. V ir tua l ly  all o f  the utilities in those areas are cooperatives and municipals , w ith co-op* predominating.
I f  the co-ops got together and fo rmed a large generation and transmission b od y , “ the municipals might not 
sign the take-or-pay contracts”  the g&t would need to get financing fo r  the large units the region needs, Tussing 
said.

The alternatives being weighed by  Alaska legislators, Tussing said, arc a state power au tho r i ty  and “ an 
Espri-like company”  composed o f  most o f  the state ’ s utilities (Espri is the acronym  o f  the generating company 
the major New Y o rk  uti lities want to set up) with “ interim financing f r om  the state.”  The slate au thor i ty  is 
“ the most promising a lternative,”  he commented. Such an au thor i ty  wou ld  build new capacity and transmission 
facilities in the Anchorage-Fairbanks belt and “ wholesale the power f rom  dams o r  larger plants to the utilities 
on  take-or-pay contracts so it can operate on as much as 8 5%  debt capita lization ,”  Tussing exp la ined , adding 
that the state au thor i ty  "is not an iron-clad recommendation .”  The possibili ty that the co-ops in the region can 
get Rura l Electrif ication Administration or Federa l Financing Bank money cheaper than a state au thor i ty  could 
get funds in the bond market can’ t be discounted, he noted.

A bil l has been introduced in the Alaska House to  create a state power au tho r i ty ,  but uti l i ty  experts in the 
state say they can’ t predict now when the bill cou ld be voted on  or what its final fo rm  wi l l be. They do expect 
some state action, however, in light o f  the University o f  Alaska s tudy ’s finding that the Anchorage-Fairbanks 
region has had an average annual peak load growth o f  near ly  14%  over the last decade and that the peak load 
is iike ly to grow at a minimum o f  9% /year and maybe as much as 19%/year.

W I T N E S S - P A C K E D  C W IP  O R A L  A R G U M E N T  L E A V E S  F P C  W I T H  S L I P P E R Y  Q U E S T I O N S
After a 60-witncss, 1 1-hour o ra l argument in New Y o rk  last Monday on whether to  a l low  construction 

work  in progress in the rate base, the Federal Power Commission ’ s fou r sitting commissioners were left with 
some slippery questions: Do utilities need a cash-f low in jection? Is CW IP  the best device? What limits, i f  any , 
should be placed on CWIP? And what effect wou ld a CW IP rule have on  state regu latory commissions? The 
questions aren ’ t new, but they seemed to sharpen in the o ra l argument. However, possible answers to the A 
questions seemed to become more complex. One top  uti lity atto rney  predicted privately that assuming FPC 
adopts CWIP, it will have a “ tough t im e "  setting guidelines on “ this confusing issue.”  He and others believe 
FPC  will adopt CW IP . but with strong safeguards.

One thing was certain last week: the ora l argument put into one room  uti lity-industry executive and 
legal talent rare ly matched in numbers. But with 6 0  witnesses trooping to the m ie roph one -and  a clock with 
a l t d  light cutting them o f f  after as few ar three minutes—the hearing had a fire-dri l l a tmosphere . The most 
passionate note was struck by  75-year-o ld Rose K ry zak , vice president o f  the Queens (N .Y . )  Council fo r Senior 
Citizens. “ There arc 22 -m i l l ion o f  us,”  she said o f  the nat ion ’ s e lder ly . “ We cannot a f fo rd  plants that most o f  
us wil l not live to e n jo y . "

' ■ The commissioners were watched c lose ly—their questions came in bursts, most ly  in the early part o f  
the d a y - f o r  signs o f  their leanings. One public-powcr a tto rney  thought he detected a 2-2 split, with Demo- 

• cratic commissioners John Hol loman and Don Smith showing serious CW IP  reservations and Republicans 
Richard Dunham (chairman) and James Watt going the o ther way. But later he wasn’ t su re -a lthough  Ho l loman 

, and Smith probed hardest for CW IP justi fication , Ho l loman was also concerned about the need fo r  “ industrial 
. expansion”  that could create jobs fo r  the poor in Mississippi, his home state.

1 One ut i l i ty  executive felt that Ho l loman and Smith were “ just playing devil ’s advocate ." Dunham rare ly
asked questions (he was like an engineer trying to keep the trains moving), a lthough at one point he seemed to  

. challenge a public-powcr witness’ claims that utilities ’ money worries have passed, and at another he appeared 
to  recognize that wholesale customers building their own plants shouldn't also have to finance a lu l l  share o f  

i ,'a power supplier ’ s CW IP (he referied to this as “ paying doub le ” ) .  Watt was defin ite ly pro-CWIP, in (lie view 
o f  some observers.

n r  : • The commissioners heard essentially two , to ta l ly  different arguments. Investor-owned utilit ies—backed
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MCCMANIC/.L. P C
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Apr i l  2 ,  1976

RODENT M. S H IP L E Y  
CLCCTRIC/.L. P.C.

. L .  HENDERSON
CHEMICAL. P.C.

Rep re s en t i v e  Hugh Malone 
Chairman House F inance Committee 
Pouh "V"
Juneau ,  A la s k a  99301-

. i r . AI U  » . V.

Dear Hugh:

In accordance with our te lephone  conv e r sa t i o n  with J im  Rhode on 
the sta tements  r e c e n t l y  made by Senator  Gravel regard ing  the  co s t  
o f  Su s i tna  Dam Power p ro j e c t  and the R a i l  b e l t  L'nergy requ irements  
f o r  the f u t u r e ,  we do not ag ree  w ith the  S en a to r s '  s ta temen ts  e n t i r e !  
f o r  the f o l l ow in g  r e a son s :

■ 1 .  The S en a t o r ' s  c o s t s  do not ag ree  with any p r e v i o u s l y
pub l i shed c o s t s  we know o f  f o r  hydro p r o j e c t s  in A l a s k a .

2 . The support o f  the dam p r o j e c t  does not con s id e r  th e  power 
ner'ds o f  the r a i l  b e l t  dur ing the est imated 17  y e a r  con­
s t r u c t i o n  pe r iod .

,  *3 • IVU w'vj ! wT C ! ) j  'U! ] • • J  * V ■ J  f " j •’ « \l
e d i a t e l y .  Concu r ren t l y ,  coal  f i r e d  power p l a n t s  to s e rv e  
the r a i l b e l t  a r ea s  should be cons t ruc ted  f o r  1930 
product ion o f  e l e c t r i c a l  energy .  This w i l l  s e rv e  the
in t e r im  power needs o f  the  r a i l b e l t  u n t i l  th e  dam p r o j e c t
i s  op e r a t ion a l  in 1990.  These mine mouth coa l  f i r e d  power 
p l an t s  can be l o c a t e d  a t  H ea ly ,  Su s i tn a -Ba luga  and Sutton .

The above opin ion r e f l e c t s  a summary o f  the s t a t e  power s tudy  we 
r e c e n t l y  completed in a s s o c i a t i o n  with ISEGR a t  the U n i v e r s i t y  
o f  A l a s k a .

This  s tudy i n d i c a t e s  the Su s i tn a  Dorn w i l l  co s t  $5,062 per ICW -in 
1935 d o l l a r s .  This r ep re sen t s  a t o t a l  p r o j e c t  c o s t  o f  $3 .5  b i l l i o n .

We a r e  not aware o f  the S e n a t o r ' s  source  f o r  h i s  c o s t s  which a re  
reported a t  1 . 5  b i l l i o n  f o r  the  same p r o j e c t .  I f  the reported 
c o s t s  r ep r e sen t s  1975 d o i l a r s ,  the KW co s t  i s  equal to $ 1 7 , 698/KW 
when e s c a l a t e d  to 1990. I f  t h i s  reported con s t ru c t ion  c o s t  i s
based on 1990 d o l l a r s ,  then 1975 c on s t ru c t ion  d o l l a r s  would be
$ 1 90/KW.
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The above o b v io u s l y  t e l l s  t h i s  w r i t e r  th e re  i s  something wrong with 
the reported  p r o j e c t  c o s t  o f  1 . 5  b i l l i o n  d o l l a r s .  We su spec t  t h i s  
may be c o r r e c t  f o r  a por t ion  o f  the p r o j e c t  c a p i t a l i z a t i o n  but 
the t o t a l  p r o j e c t  c o s t  may not have been reported  a c c u r a t e l y .

I t  i s  i n t e r e s t i n g  to n o t e - t h a t  when the  hydro p r o j e c t  o f  699 MW 
(f irm) io compared w ith a coa l  f i r e d  mine mouth p lan t  o f  650 MW 
(f i rm) the f o l l ow in g  co s t s  a re  apparent  based on 1935 d o l l a r s :

The s a v in g s  f o r  a coa l  f i r e d  p l a n t  i s  s u b s t a n t i a l  and the f i r s t  
un i t  can be "on the l i n e "  by 1980.

S in ce  the coa l  f i r e d  p lan t  can be completed by 1980 , whereas the 
hydro p lan t  cannot be completed u n t i l  1990, a r e a l i s t i c  d o l l a r  com­
par i son  i s  not p o s s i b l e ;  t h e r e f o r e ,  i f  we can c o n s i d e r . 1980 d o l l a r s  
f o r  the coa l  f i r e d  p l a n t  t h i s  r e s u l t s  in a f i rm co s t  o f  $ 1 , 500/KW 
f o r  coa l  f i r e d  g en e r a t i o n .  Th is  means the coal f i r e d  p l an t  can 
be cons t ruc ted  on the f i r s t  6 y e a r s  i n t e r e s t  c o s t  o f  the 3 .5  b i l l i o n

I f  we can be o f  a d d i t i o n a l  a s s i s t a n c e ,  o r  you r equ ir e  more d e t a i l e d  
in fo rmat ion  regard ing  hydro v s .  c o a l ,  p l e a s e  c a l l  on me.

Very t r u l y  y o u r s ,

STEFANO/MESPLAY & ASSOCIATES 
CONSULTING ENGINEERS

Su s i tn a  Hydro 
Mine Mouth Coal P l an t

$ 5 ,052/KW 
$ 3 ,000/.KW

=3 .5  b i l l i o n  
= 1 . 9  b i l 1 ion

Ralph R. S t e f a n o } P .E .

RRS:pa
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M a r c h  3, 1976

M r c  F d c h a r d  B a l l a r d ,  P r e s i d e n t  

T h o m a s  B a y  F e w e r  C o m m i s s i o n  

P o u t  O f f i c e  B o x  753 

W r a n g e l l ,  A l a s k a  9 9 9 2 9

D e a r  Dick:

' S u b j e c t :  T h o m a s  D a y  P r o j e c t

\

I n  a c c o r d a n c e  w i t h  m y  t e l e p h o n e  c o n v e r s a t i o n  w i t h  y o u  a n d  D i c k  O l s o n  

o n  'February 24, 1976, e n c l o s e d  a r c  c o p i e s  o f  s e v e r a l  d o c u m e n t s  w h i c h  h a v e  a. b e a r­

i n g  o n  the f u t u r e  o f  the T h o m a s  B a y  P r o j e c t ,

T h e  f i r s t  i t e m  is a  l e t t e r  d a t e d  J a n u a r y  29, 1 9 7 6  f r o m  B i l l  E o a r d m a  

to J i m  UilliiiJRscn. • The. l e t l - r  r e f l e c t s  th e  t h i n k i n g  o f  C o s m i c  o l o n e r  M o t l e y  o f  

t h e  Department: o f  C o m m e r c e  a n d  Economic. D e v e l o p m e n t .  .Jim Williaiason h a s  th e  

c o p y  o f  t h e  p r e l i m i n a r y  " E n e r g y  T a s k  F o r c e "  r e p o r t  w i t h  h i m  t h i s  w e e k  in. J u n e a u .

X w i l l  f o r w a r d  a  c o p y  w h e n  h o  r e t u r n s .

T h o  s e c o n d  l e t t e r  d a t e d  F e b r u a r y  14, 1 9 7 6  f r o m  B i l l  B o a r d m a n  e n c l o s e s  

c o p i e s  o f  H U 700 a n d  Sit62 2  w h i c h  a r e  c o m p a n i o n  B i l l s  t hat h a v e  b e e n  i n t r o d u c e d  

to a p p r o p r i a t e  the $ 3  m i l l i o n  this y e a r  to th e  W a t e r  R e s o u r c e s  R e v o l v i n g  L o a n  

Fund. T n e  l e t t e r  f r o m  B i l l  Bonr<!:acui p r e t t y  m u c h  d e s c r i b e s  t h e  S u p p o r t  for thi s  

f u n d i n g  a n d  t h e  c o p i e s  o f  the B i l l s  i n d i c a t e  t h e  g e o g r a p h i c a l  s u p p o r t  b y  t h e  

s p o n s o r s h i p .  A l c o  e n c l o s e d  a r e  two p a g e s  o u t l i n i n g  th e  s u p p o r t  i n f o r m a t i o n  o n  

A l a s k a  W a t e r  R e s o u r c e s  P r o j e c t s  p r o v i d e d  t h e  l e g i s l a t u r e  f o r  the  0 3  m i l l i o n  a p­

p r o p r i a t i o n  request:. T h i s  i n f o r m a t i o n  w a s  p r e p a r e d  b y  ua a n d  w a s  e s s e n t i a l l y  the 

rjama d a t a  t h a t  w o o  p r e s e n t e d  a t  t h e  S o u t h e a s t  C o n f e r e n c e  i n  K e t c h i k a n  this y e a r .

T h e  l u s t  i t e m  J.3 a  n e w s p a p e r .a r t i c l e  f r o m  the. K e t c h i k a n  N e w s  d a t e d  

F e b r u a r y  10, 1 9 7 6  wit'-' ~ c f e r c n c G  to h y d r o e l e c t r i c  f u n d i n g  a n d  f e a s i b i l i t y  s t u d i e s .  

It m a k e s  r e f e r e n c e  t< : U n i v e r s i t y  o f  A l a s  Isa S t u d y  w h i c h  w a s  to h a v e  b e e n  r e a d y

i n  F e b r u a r y .  !;ov?evo _ is n o w  s c h e d u l e d  f o r  p r e s e n t a t i o n  on. M a r c h  4, 1976.

J i m  l7.llliar.ieon, B i l l  . re! man, II. I). S c o u g a l ,  " R o c k y "  G u t i e r r e z  a n d  p e r h a p s  s e v e r­

a l  o t h e r s  w i l l  b e  a t  t h a t  h e a r i n g  a n d  w i l l  b e  w o r k i n g  o n  a  r e b u t t a l  p r e s e n t a t i o n  

to b e  m d a  t h e  f o l l o w i n g  da y  o n  M a r c h  5th.
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1

T h o  n e w s p a p e r  a r t i c l e  a l s o  m k e o  r e f e r e n c e  to t h e  D e p a r t m e n t  o f  

CoiiTnercc a n d  E c o n o m i c  D e v e l o p m e n t  S t u d y  of h y d r o  t u r b i n e s .  T h e  D e p a r t m e n t  

h a s  n o t  r e c e i v e d  a foimril r e p o r t  i r o n  t h e  C o n s u l t a n t  r e t a i n e d  to d o  this w o r k .

T h u  D e p a r t m e n t  a l s o  m a k e s  r e f e r e n c e  to this w o r k  w i t h i n  t h e " E n e r g y  T a s k  F o r c e "  

report, 'lne p r o b l e m  h o v e  is that v/ith the h y d r o  t u r b i n e  c o n c e p t  t h e  p o w e r  d e­

v e l o p e d  is n o t  d e p e n d a b l e  a n d  ca n  o n l y  b e  c o n s i d e r e d  as r e p l a c e m e n t  e n e r g y  for 

diesel, generation. \,*hon m a t e r  is a v a i l a b l e .  It h a s  b e e n  i n c o r r e c t l y  s t a t e d  that 

t h e  h y d r o  t u r b i n e s  e l i m i n a t e  v e r y  c o s t l y  dates a n d  r e s e r v o i r s  r e q u i r e d  for h y d r o­

e l e c t r i c  p r o j e c t s  w h e n  i n  fa c t  t h e  c o s t  for t h e s e  r e g u l a t i n g  f a c i l i t i e s  is  s m a l l  

v/ith r e s p e c t  to the t o t a l  p r o j e c t  cost fo r  n h y d r o e l e c t r i c  p r o j e c t  t h a t  d e v e l o p s  

f i r m  p o w e r .  I n  the c a s e  o f  t h e  T h o m s  B a y  P r o j e c t  t h e  cost  o f  t h e  r e g u l a t i n g  

f a c i l i t i e s  is l e s s  t h a n  I d  p e r c e n t  o f  th e  p r o j e c t  cost.

I n  a d d i t i o n ,  cs w e  d i s c u s s e d  b y  t e l e p h o n e  a n d  no w a s  c o n t a i n e d  i n

h
t.he A p p r a i s a l  R e p o r t  o n  the T h o m a s  D a y  P r o j e c t ,  w e  r e c o m m e n d  th e  C o m m i s s i o n  i n -  *

v e s t i g a t c  a n d  s t u d y  a l t e r n a t i v e  p r o j e c t s  to t h e  T h o m a s  H a y  P r o j e c t  f o r  r e - e v a l u a­

t i o n  o f  t h e  e c o n o m i c s  o f  the Thor:'s B a y  P r o j e c t  a g a i n s t  t h e s e  a l t e r n a t i v e s .  This 

s t u d y  w o u l d  f i m  up th.e d e c i s i o n  to p r o c e e d  w i t h  f u r t h e r  m o r e  d e t a i l e d  e v a l u a t i on .  ‘ 

i n v e s t i g a t i o n s  o f  the T h o m a s  Da y  P r o j e c t  as t h e  m o s t  v i a b l e  a n d  e c o n o m i c  u r o j c c t  

j j fo r  t h e  P a t er s h u rg-Vhrangcll a r e a  o r  i d e n t i f y  a n o t h e r  p r o j e c t  w h i c h  m i g h t  b e  :

1 m o r e  e c o n o m i c a l ,  T n e  s t u d y  c o u l d  i d e n t i f y  c swaJLlcr l o c a l  h y d r o e l e c t r i c  p r o j e c t  5

• t h a t  n i g h t  s a t i s f y  m o r e  i m m e d i a t e  p o w e r  ncc n a d  y e t  n o t  i n v o l v e  a s  l a r g e  a cor- | i 

j n i t r m m t  b y  the F e t e r s b u r g - U r c n g e i l  p e o p l e .

I p A  C r ,  r . l  i - V  *! f* *> {? A A a  *J f  1‘tV K | * l v f •
M W  4 .  W  W U . U  «• — U l .  . •  W  4 . w  |'#W w  S  |i « .  v  I I  —  L - .  .  V . »

{ t a x i e d  e v a l u a t i o n  i n v e s t i g a t i o n s  this y e a r  a s  i n d i c a t e d  o n  t h e  e n c l o s e d  s c h e d u l e  

I s u b m i t t e d  to t h e  l e g i s l a t u r e ,  it  is e s s e n t i a l  to c o m p l e t e  the a p p r a i s a l  invest.! - 

j g o t i o n  a n d  s t u d y  o f  t h e  a l t e r n a t i v e  p r o j e c t s  to t h e  T h o m a s  B o y  P r o j e c t  r s  s o o n  

! as p o s s i b l e  this c u r i ng .  T h i s  w o u l d  a l l o w  t h e  f i e l d  w o r k  to b e  c o m p l e t e d  thi s  

; s u m m e r  f o r  c o m p l e t i o n  o f  the E v a l u a t i o n  R e p o r t  as s h o w n  on  t h e  s c h e d u l e .  As  
| s u c h  j w e  r e c o m m e n d  c o n s i d e r a t i o n  o f  a n  a p p r a i s a l  i n v e s t i g a t i o n  a n d  s t u d y  o f  V i r -  

j g i n i a  L u k e , T h o m s  L uke, a n d  K u n k  L a k e .  It is e s t i m a t e d  that t h e  s t u d y  c o s t  for 

! t h e  t h re e  p r o j e c t s ,  d e p e n d i n g  u p o n  the s c o p e  o f  t h e  study, w o u l d  r a n g e  f r o m  a bout 

| $ 3 5 , 0 0 0  to $ 45 , 0 0 0 .  To c o m p l e t e l y  c o v e r  a l l  a l t e r n a t i v e  p r o j e c t s  w i t h i n  e r e a s o n-  

! a b l e  guugtciph-' e a i  arc-e, c o n s i d e r a t i o n  c o u l d  a l s o  b e  g i v e n  to the Invert L i g a t i o n  

a n d  s t u d y  o f  t h o  G oat C r e e k  a n d  T y c e  L a k e  P r o j e c t s ,  T h i s  o f  c o u r s e  w o u l d  i n v o l v e  

a d d i t i o n a l  s t u d y  e x p e n d i t u r e s .

W e  \:ould b e  p l e a s e d  to m e e t  v/ith t h e  Ccircnia sion to d i n c u s n  a. p r o ­

g r a m  e n d  s c o p e  o f  s e r v i c e s  to i n v e s t i g a t e  t h e  f e a s i b i l i t y  of  a l t e r n a t i v e  

*1 h y d r o e l e c t r i c  p r o j e c t s  to th.e T h o m a s  B a y  P r o j e c t .  S h o u l d  y o u  h a v e  a n y  q u e s­

tio n s  o r  d e s i r e  o u r  a t t e n d a n c e  at « C o m m i s s i o n  K e e t i u g ,  p l e a s e  le u  us luiov/.

V e r y  t r u l y  y o u r s , 

kc W ,  D E O C  Add) A S S O C I A T E S *  I R C .

D E B / e g  

E n c l o s u r e s
DoruvJu P.. D a n e s

c c j  R i c h a r d  O.Tjon w / e n c l .  E x e c u t i v e  E n g i n e e r
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R e p r e s e n t a t i v e  E r n i e  llaugen 

T o u c h  V

Juneau, A l a s k a  9 8 1 1 1  

D e a r  Ernie:

S u b j e c t : B u d g e t  an d  A u d i t  C o m m i t t e e  R e n o r t

As d i s c u s s e d  h e r e  is a co p y  of the n e w s  r e l e a s e  in the n a t i o n a l  

t e c h n i c a l  p u b l i c a t i o n ,  E l e c t r i c  W e e k  of M a r c h  15, 1976, a p p a r e n t l y  g i v e n  out 

by A r l o n  T u s s i n g .  It m a k e s  a d e f i n i t e  p o i n t  of d o w n g r a d i n g  l a r g e r  p r o j e c t s ;

X a m  sur e  p a r t i c u l a r l y  T h o m a s  B ay. On e  t h i n g  it m e a n s  w e  w i l l  h a v e  to c o n s i d e r  

a l l  s m a l l  p r o j e c t s  in the f u t u r e  e v e n  tho u g h  w e  k n o w  they a r e  o b v i o u s l y  u n e c o n­

omical or i m p r a c t i c a l .

A i m , for y o u r  i n f o r m a t i o n  e n c l o s e d  is a c opy of o u r  l e t t e r  of 

M a r c h  3, 1 976 to the T h o m a s  Bay R o w e r  C o m m i s s i o n  c o n c e r n i n g  the n e e d  to invest!' 

gate s m a l l e r  p r o j e c t s  in the W r a n g e l l  area.

V e r y  t r u l y  yours,

R. W. B E C K  A M D  A S S O C I A T E S ,  INC.

„ ' o £ _________________

y f  J a m e s  V. W i l l i a m s o n  

/  A s s i s t a n t  M a n a g e r

’W e s t e r n  D e s i g n  O f f i c e

JVW/jgd

E n c l o s u r e
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' ' ‘ ""current jus*iric.i (ion fo r scrubbers based on ambient air qua l i ty  s tandards ,"  onc 'p . l 'R I scrubber expert said, 
calling (lie stricter state implementation plans which make scrubbers necessary "a rt i f ic ia l requ iremen ts ,"  He 
added: " In te rm it ten t contro ls arc effective in most areas and are much more  cost-e f fec tive ," And lie said he 
has seen " n o  fundamenta l improvement" in scrubber ava ilab i l ity  and believes the cost some uti li ties have 
paid to achieve acceptable availabi lity "is much to o  Inch. Shutting down  at night is no s o lu t io n . "  Y e t ,  be 
said, "we see no options any less expensive" than scrubbeis in meeting present SCb regulations, and lie added 
Hut the op tions that do exist “ arc considerably fa rther down the road and so may be more expens ive" then 
scrubbers.

The design criteria program is planned to provide "a re liable design basis fo r  peop le forcer. ; o  put on 
scrubbers,”  the scrubber expert expla ined. L ime/ limestone r.crubbcrs got top  p r io r i ty  because th ey  represent 
the scrubber techno logy that's most developed. The areas undergoing most intensive eva luation right now  
are : ( I )  mist e lim inat ion , where a hor izonta l duct o rien ta t ion  seems to  improve washabili tv end to  cut p lug­
ging and scaling; ( 2 )  reheaters, where corrosion o f  the heat-exchange tubes m ay b e  con t ro l led  b y  bette r 
maintenance techniques or removing the tubes f rom  the fluc-gas duc t ;  and ( 3 )  sludge handling and disposa l, 
including research in to  sludge hardeners. The E P R I  o f f ic ia l ,  commenting on the design criteria E P R I  wil l 
p robab ly  come up w ith , said: "There  will l ike ly  not be a system sold b y  a vendor that c on fo rm s in ail pa rt ic ­
ulars fo r a l l cond it ions ."

The E PR I work onvegenerativc scrubber systems includes a recent request fo r  vendor proposa ls  to  de ­
sign large pilot-plant models o f  l ike ly  systems and a second lo o k  at some systems, such as the magnesium ox ide  
systems tried and abandoned by several utilit ies, that might stil l be feasible fo r  retro fi t on l ime/limestone 
scrubbers to end siudge-disposal prob lems. E P R I  right now is more interested in regenerative systems p roduc ­
ing, sulfuric acid than those producing e lemental su l fu r because the naphtha o r  natura l gas needed fo r reducing 
scrubber end products into elemental sulfur arc increasingly rare and cost ly .

, E P R I  o ff ic ia ls are also concerned about the re l iab il i ty  o f  the a i r  po l lu t ion  measuring systems now  used 
at power plants. The mechanical technique fo r measuring su l fu r d iox ide , sulfates and  nitrogen ox ides  " is  not 

—  very accurate ," one E P R I  o ff ic ia l said, adding that researchers now  suspect that the po l lu tan ts  “ interact with 
the measurement f i l l e r . "  Tire result is probab ly an "ovcrmcasu reme ii t "  o f  the po l lu tants , the o f f ic ia ls  said.

A L A S K A  M A Y  C R E A T E  S T A T E  P O W E R  A U T H O R I T Y  T O  B U I L D  N E E D E D  G E N E R A T I O N
'1 J’.c stale c f  A laska , facing a l ike ly  peak load growth in the Anchorage and Pa iibanks areas o f  147*/year 

o r  more, is considering creating a state power au tho r i ty  to build the hydroe lectr ic  and large steam generating 
plants state off ic ia ls rue convinced the last-growing area needs. The utilit ies in the areas a round the tw o  cities 
and in the area between them are generally small and wou ld be overwhelmed by  the costs o f  financing large, 
new, eff ic ient generating units, lire o ff ic ia ls agree. The utilit ies have been keeping up with their peak load 
growth o n ly  b y  adding gas turbines each year. Gas tut bines aic re lat ive ly inexpensive and arc insta lled qu ick ly ,  
but ihey bum  either natural gas—which could well be banned by  lire Icdcra l government soon  fo r  e lectr ic ity 
g e n c ia l i o n -o r  expensive distil late o i l .

The need for new generating facilities in the Anchorage area a lone  is shown by  the fo l low ing  conclusion 
reached bv  consultants hired by  a legislative comm ittee : tlie Anchorage area, which had a 1975  pe..k load o f  
2 7 0  Mw, is expected to  have a pen.*: o f  more than 1 .5 0 0  Mw in 1 9 8 5  and possib ly as much as 4 , 5 0 0  Mw by 
1 9 95 .  'I be Alaska House linane? committee , which commissioned the report f r om  the Institute o f  Socia l ,
Economic and Government Research at the University o f  A laska, heard test imony ear ly  this m on th  on the 
results o (  the four-and-n-iia l f-month-long e f fo r t .  Econom ists f r om  tire institu te ,eng ineers f r om  S ta fano  Mcsplny 
Si Associates and Horn R obe i l  \Y. Rethc r fo rd  Associates, consultant Rem  Miller and financia l consu ltants f r om  
National Economic Research Associates worked on the s tudy .

The study divided A laska ’s generating needs in to  three geographic areas: the boom ing  Anchorage-Fair- 
banks strip, t ho slower -g rove g pan handle area, and the largely rura l areas that make up the rest o f  tire state.
The main alternative to  meet the needs o f  the panhandle area is hyd ro  deve lopment , the s tudy suggested. A 
peak growth rate for that area o f  7v'-/ycar was predicted.

The "op t ion s  arc l im ited "  in meeting the needs o f  the ru ra l area, a University o f  Alaska p r o fe s s o r 'vho 
Worked on the study no ted . 1 hose aieas will have to ic lv  on diesel generators , with "a few small h yd ro  p lants ,"  
the p io fesso i , Olivei Go ldsm ith , explained in a te lephone interview. Ar Ion Tussing .a United Staler. Senate c om ­
mittee shifter with special Alaska expertise, added that about 2 0  potentia l h yd ro  sues have been identi fied 
near small rura l towns and that be and others who wotked on the study believe pro jects at those sites should 
be "sealed to  the kv ids ."  lie explained that some o f f ic ia ls  and o thers  had been proposing " lo o -b ig  pel p ro jec ts"

L  i for

o

fo r the rural areas.
Tor the Anchoiage-Fairbaiiks region, Go ldsm ith and Tussing said, the best bets fo r  meeting the lap id ly

uli:c i k i c a ).\vi-:i;k  * M»tii is, i97f.
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Increasing load arc 200-3G0-Mw dua l- fue l (pas or coa l ) steam units and hyd ro  deve lopment o f  the Susitna 
R ive r .  F o r  the short- run , Tussing added " th e  low  front-end cos t "  o f  pas tu rb ines makes add it iona l gas-turbine 
units attractive " i f  pas is available and a l lowed and the cost is in l ine ."  But he said the s tudy pro jec ts " th e  
price o f  gas rising to 75CT> o f  the world o i l  p r ice ."  The U .S . A rm y  Corps o f  Engineers has a lready  p roposed a 
699*Mw , two-stage hyd ro  project on tire Susitna R ive r ,  and i f  Congress approves it this year the first stage 
( 3 5 0  Mw) wou ld  open in 1 9 86 .  Bu t , Tussing said, " th e  latest prognosis is not very  g o o d "  fo r Congressiona l 
approva l .

Most experts believe the smali uti lities in the Anchorage and Fa irbanks areas c ou ld n ’t a f f o r d  the capital 
cost, o f  the needed steam stations. “ The rates w ou ld  be unacceptab le" i f  they tr ied , Tussing c om m en ted . And 
coope ra t ion  among the utilities is not expected because o f  their h is to ry  o f  "b it te r ju r isd ic t iona l d ispu tes ,"  he 
said. Virtually* all o f  the utilities in those a reasa re  cooperatives and municipals , w ith co-ops predom inat ing .
I f  the co-ops got together and fo rmed a large generation and transmission b o d y ,  “ the mun ic ipa ls  might not 

. sign the take-or-pay contracts”  the g&t wou ld  need to get financing fo r  tiic large units the region needs, Tussing 
said.

The a lternatives heiug weighed b y  A laska legisla tors, Tussing said, a re  a state p ow e r au th o r i ty  and “ an 
Espri-Iikc com panv ”  composed o f  most o f  the state ’s uti li ties (Hspri is the a c ro n ym  o f  the generating company 

- the majo r New Y o r k  utilities want to set up ) with " in te r im  financing f rom  the s ta te ."  Th e  slate a u th o r i t y  is 
“ the most promising a lternative ,”  lie commented . Such an au th o r i ty  wou ld  ln ii ld new capacity and transmission 
facil ities in the Anchorage-Fairbanks belt and “ wholesale the power f ro ,/ ,  dams o r  larger plants to  the utilities 
on take-or-pay contracts so it can operate on as much as S5% debt cap ita lizat ion ,”  Tussing exp la ined , adding 
that the state au tho r i ty  “ is not an iron-clad rec om m enda t ion ."  The r  iS ibi lity that the co-ups in the region can 

. get Ru ra l E lectr i f ication Administration o r  Federa l Financing Bank m oney  cheaper than a state a u th o r i t y  couid 
.  .get funds in the bond market can ’t be d iscounted , he no ted .

/. b i l l  lias been in troduced in (he Alaska I iousc to  create a state power a u th o r i ty ,  bu t u t i l i t y  experts in the 
state say they  can’ t predict now when tiie hill cou ld be voted on  o r  what its final fo rm  w i l l  b e .T h e y  d o  expect 

_. ?omc slate ac t ion , however, in light o f  !-l:e University o f  Alaska study's f in d in g th a l the Anchorage-Fairbanks 
region has had an average annual peak load grow th  o f  nca i ly  1 4 % o v e ;  the last decade and that the peak load 
is l i k e ly  to  g iow  at a m in imum o f  9% /yca r  and maybe as much as 19% /yea r . ^

W I T N E S S - P A C K E D  C W IP  O R A L  A R G U M E N T  L E A V E S  F P C  W l  l H  S L I P P E R Y  Q U E S T I O N S
A fte r a 60-witness, 1 ) -h ou r  ora l argument in New Y o i l ;  last Monday on whether to  a l low  construct ion 

. . w o rk  in progress in the rate base, the Federa l Power Comm iss ion ’ s fou r sitting commissioners were left with 
. some s lippery questions: D o  utilities need a cush-flow in jec t ion? Is CW IP  ihe best device? What lim its , i f  any ,
. should lie placed on CW IP? And what e ffec t wou ld  a CW IP  rule have on  sin(c regu la to ry  commissions? The 

questions a ren ’ t new, but they seemed to  sharpen in I Ire ora! a rgument. However, possible answers to the 
questions seemed to become more comp lex . One top  ut i l i ty  a t to in c y  predicted p r iva te ly  that assuming F PC  
adopts CW IP , it wil l have a -"tough l im e ”  setting guidelines on “ this confusing issue." l ie and o thers  believe 
FPC  wi l l adopt CW IP , but with, st iong safeguards.

One thing was certain last • k : the ora! a rgun:ent put in to  one r o om  u t i l i ty - industry  executive and 
• legal talent rare ly  matched in numbers. But with 6 0  witnesses troop ing to  the m ic roph one -a r id  a clock with 
. a red light cutting them o f f  a fte r as few as three m in u te s - lh e  hearing had a li rc -d r i l l  a tmosphe ic . The most 

passionate note was struck by 75 -year-o ld  Rose K ry z a k ,  vice president o f  the Queens (N .Y . )  Counc i l fo r S e n io r ,
. Citizens. "The re  are 2.2-m il l ion o f  us ," she said o f  the n a t ion ’s e lde r ly . "We cannot a f fo rd  plants that most o f  

us wi l l not live to e n jo y ."
The commissioners were watched c lose ly—their questions came in bursts, mos t ly  in Ihe e a r ly  part o f  

tire d a y - f o r  signs o f  their leanings. One pub lic-powcr u t lo r ncy thought lie detected a 2-2 split , w ith D em o ­
cratic commissioners John I lo l loman and Don  Sm ith showing serious CW IP  reservations and  Republicans 
R ichard Dunham  (c lu i r i i u . i )  and James Watt going the o ther way. But later he wasn’ t s u ic -a l t l io u g l i  H o l loman 

_ and Sm ith probed hard e si fo r CW IP  jus t i f ica t ion , Ho l lom an  was also concerned about the need fo r  " industr ia l 
expans ion”  that could create jo b s  fo r the poor in Mississippi, his home state.

One ut i l i ty  executive fe l l that l io l iom nn  and Smith were " just playing devi l ’s advoca te ."  Dunham  ra re ly  
asked questions (he  was like an engineer t ry ing >.o keep the trains moving), a lthough al one point he seemed to 

.. challenge a public-pnwei witness’ da . .ns  that uti l it ies ’ m oney  worr ies have passed, and al another lie appeared 
. to  recognize that wind "  cus lomeis building their own plants shouldn't also have to finance a fu l l  share o f  

a powoi supp lie rL  CW IP (l ie [.clencd to this as "pay ing d o u b le " ) .  Wait wa. de fin ite ly  p io -CW IP , in the view 
o f  some observers.

The commissioners heaul essentially .w o ,  to ta l ly  d iffe rent arguments. Investoi-owned utilities backed



S t a t e  o f  A l a s k a

D EPARTM ENT  OF COMMERCE 
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O F F IC E  OF THE  CO M M ISS IONER  
JU N E A U

M a r c h  23, 1976

D e a r  M i k e :

I h a v e  a t t a c h e d  a r e d r a f t  of the C o r p s  d r a f t e d  b i l l  r e g a r d i n g  

the " H y d r o e l e c t r i c  P o w e r  D e v e l o p m e n t  A c t  of 1 9 7 6 . "  Th e  

r e d r a f t  w a s  as a r e s u l t  of the m e e t i n g  h e l d  w i t h  you, Bob 

M i t c h e l l ,  J i m  R h o d e s  f r o m  L e g i s l a t i v e  A f f a i r s ,  R e p r e s e n t a t i v e  

D u n c a n ,  S t e r l i n g  G a l l a g h e r ,  E r i c  W o h l f o r t h  a n d  myself. 

S u b s e q u e n t  to o u r  S a t u r d a y  m o r n i n g  m e e t i n g ,  W o h l f o r t h ,  

G a l l a g h e r ,  R h o d e s ,  D u n c a n  a n d  I m e t  for two h o u r s  to f in a l i z e  

t h o s e  p o i n t s  w e  a l l  discu s s e d .  T h e  p r o d u c t  I t h i n k  y o u  will 

fin d i n  the a t t a c h e d  redraft.

Y o u  w i l l  f i n d  that w e  used the t r a d i t i o n a l  l e g i s l a t i v e  

m e t h o d  of  p u t t i n g  d e l e t i o n s  in b r a c k e t s ,  and n e w  i n se r t i o n s  

u n d e r l i n e d .  F u r t h e r ,  I t hink we  all r e c o g n i z e  that this is 

a v e r y  q u i c k  f i r s t  l o o k  at this p r o p o s e d  bill. I a m  sur e  

t hat t h e re  m o r e  t h a n  l i k e l y  wil l  be fu r t h e r  r e f i n e m e n t s  as 

w e  go al o ng ,  but I t hink it is fair to state that w e  hav e  

a d d r e s s e d  m o s t  of the m a j o r  points.

I w i l l  b e  l o o k i n g  f o r w a r d  to y o u r  comments.

S i n c e r e l y  yours,

L a n g h o r n e  A. M o t l e y  

C o m m i s s i o n e r

cc: A n n  G a r r a b r a n t

S t e r l i n g  G a l l a g h e r  

J i m  R h o d e s v /'

R e p r e s e n t a t i v e  D u n c a n  

E r i c  W o h l f o r t h  

B o b  M i t c h e l l
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A  B I L L

T o  f a c i l i t a t e  a n d  e x p e d i t e  t h e  p r o v i s i o n  o f  h y d r o e l e c t r i c  p o w e r  

a t  w a t e r  r e s o u r c e s  d e v e l o p m e n t  p r o j e c t s  t o  b e  c o n s t r u c t e d  b y  

t h e  D e p a r t m e n t  o f  t h e  A r m y ,  C o r p s  o f  E n g i n e e r s .

B e  i t  e n a c t e d  b y  t h e  S e n a t e  a n d  H o u s e  o f  R e p r e s e n t a t i v e s  o f  

t h e  U n i t e d  S t a t e s  o f  A m e r i c a  i n  C o n g r e s s  A s s e m b l e d , t h a t  t h i s  A c t  

m a y  b e  c i t e d  a s  t h e  " H y d r o e l e c t r i c  P o w e r  D e v e l o p m e n t  A c t  o f  1 9 7 6 "  

a n d  i s  t o  b e  a d m i n i s t e r e d  b y  t h e  S e c r e t a r y  o f  t h e  A r m y ,  a c t i n g  

t h r o u g h  t h e  C h i e f  o f  E n g i n e e r s ,  t o  f a c i l i t a t e  a n d  e x p e d i t e  t h e  

c o n s t r u c t i o n  o f  w a t e r  r e s o u r c e s  d e v e l o p m e n t  p r o j e c t s  t o  b e  c o n ­

s t r u c t e d  b y  t h e  C o r p s  o f  E n g i n e e r s  w i t h  h y d r o e l e c t r i c  p o w e r  

g e n e r a t i o n  a s  a  p r o j e c t  p u r p o s e  w h i c h  t h e  C h i e f  o f  E n g i n e e r s  

e s t i m a t e s ,  p r i o r  t o  t h e  c o m m e n c e m e n t  o f  c o n s t r u c t i o n  o f  t h e  

p r o j e c t ,  w i l l  y i e l d  5 0  p e r  c e n t u m  o r  m o r e  o f  t h e  b e n e f i t s  t o  b e  

a t t r i b u t a b l e  t o  t h e  p r o j e c t  w h e n  i t  i s  f u l l y  o p e r a t i o n a l .

S E C . 2 / I n  c o n n e c t i o n  w i t h  w a t e r  r e s o u r c e s  d e v e l o p m e n t  p r o j e c t  

w h i c h  m e e t  t h e  c r i t e r i a  e s t a b l i s h e d  b y  s e c t i o n  3 o f  t h i s  A c t  a n d  

w h i c h  a r e  t o  b e  c o n s t r u c t e d  b y  t h e  C o r p s  o f  E n g i n e e r s  i n  a c c o r d ­

a n c e  w i t h  a n  a u t h o r i z a t i o n  o c c u r r i n g  o n  o r  s u b s e q u e n t  t o  t h e  d a t e  

o f  e n a c t m e n t  o f  t h i s  a c t / o r  w h i c h  h a v e  b e e n  a u t h o r i z e d  f o r  c o n ­

s t r u c t i o n  p r e v i o u s  t o  t h e  d a t e  o f  e n a c t m e n t  o f  t h i s  A c t  i f  t h e i r  

c o n s t r u c t i o n  h a s  n o t  c o m m e n c e d  a s  o f  t h e  d a t e  o f  e n a c t m e n t  o f  

t h i s  A c t ,  t h e  S e c r e t a r y  o f  t h e  A r m y ,  a c t i n g  t h r o u g h  t h e  C h i e f  o f  

E n g i n e e r s  ( h e r e a f t e r  r e f e r r e d  t o  i n  t h i s  A c t  a s  t h e  " S e c r e t a r y " )  

i s  a u t h o r i z e d  t o  c o n s t r u c t  s u c h  p r o j e c t s  i n c l u d i n c i  a n y  a c t i v i t i e s  

f o r  e n g i n e e r i n g  a n d  d e s i g n i n g ,  l a n d  a c q u i s i t i o n ,  s i t e  d e v e l o p m e n t  

a n d  o f f - s i t e  i m p r o v e m e n t  n e c e s s a r y  f o r  t h e  a u t h o r i z e d  c o n s t r u c t i o n  

b y  m a k i n g  e x p e n d i t u r e s  f r o m  t h e  H y d r o e l e c t r i c  P o w e r  D e v e l o p m e n t  

F u n d  e s t a b l i s h e d  i n  s e c t i o n  6 o f  t h i s  a c t  a n d  f r o m  p a y m e n t s  o f  

n o n - F e d e r a l  f u n d s  a s  p r o v i d e d  f o r  i n  t h i s  a n d  o t h e r  p e r t i n e n t  

A c t s  a s  w e l l  a s  f r o m  a p p r o p r i a t e d  F e d e r a l  f u n d s  f o r  t h e  p r o j e c t  

i n  a c c o r d a n c e  w i t h  i t s  a u t h o r i z a t i o n .

S E C .  3 A s  a  c o n d i t i o n  o f  t h e  S e c r e t a r y  m a k i n g  a n y  e x p e n d i ­

t u r e s  f r o m  t h e  H y d r o e l e c t r i c  P o w e r  D e v e l o p m e n t  F u n d  f o r  a  p r o j e c t  

a s  a u t h o r i z e d  i n  s e c t i o n  2 o f  t h i s  A c t  a n d  p r i o r  t o  h i s  m a k i n g  

a n y  s u c h  e x p e n d i t u r e s ,  a n  a p p r o p r i a t e  n o n - F e d e r a l  p u b l i c

-i
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a u t h o r i t y ( i e s ) ,  [ a p p r o v e d  b y  t h e  S e c r e t a r y , ]  s h a l l  a g r e e  w i t h  t h e  

S e c r e t a r y ,  i n  w r i t i n g ,  t o  p a y  t h e  S e c r e t a r y  f o r  a l l  t h e  s e p a r a b l e  

a n d  j o i n t  c o s t s  o f  p r e p a r i n g  f o r  t h e  c o n s t r u c t i o n  a n d  c o n s t r u c t i n g  

t h e  p r o j e c t  a t t r i b u t e d  b y  t h e  C h i e f  o f  E n g i n e e r s  t o  t h e  p r o v i s i o n  

o f  h y d r o e l e c t r i c  p o w e r  g e n e r a t i o n  a n d  t o  a s s u m e  o w n e r s h i p  o f  t h e  

p r o j e c t  a n d  r e s p o n s i b i l i t y  f o r  p e r f o r m i n g  a n d  p a y i n g  f o r  i t s  

o p e r a t i o n  a n d  m a i n t e n a n c e  a s  w e l l  a s  n e c e s s a r y  r e p l a c e m e n t s .

S E C .  4 ( a ) .  N o n - F e d e r a l  o b l i g a t i o n [ s ]  f o r  p a y m e n t  o f  t h e  

h y d r o e l e c t r i c  c o n s t r u c t i o n  c o s t s  o f  a  p r o j e c t  i n  a c c o r d a n c e  w i t h  

s e c t i o n  3 o f  t h i s  A c t  s h a l l  i n c l u d e  r e p a y m e n t  t o  t h e  S e c r e t a r y  

w i t h o u t  i n t e r e s t ,  f o r  a n y  e x p e n d i t u r e s  t h e  S e c r e t a r y  m a k e s  t o  

d e f r a y  s u c h  c o s t s  f r o m  t h e  H y d r o e l e c t r i c  P o w e r  D e v e l o p m e n t  F u n d  

e s t a b l i s h e d  i n  s e c t i o n  6 o f  t h i s  A c t  o r  f r o m  a n y  o t h e r  s o u r c e  

o f  F e d e r a l  f u n d i n g  a s  w e l l  a s  p a y m e n t  f o r  a n y  o t h e r  s u c h  c o s t s  

p r i o r  t o  t h e i r  o c c u r r e n c e  o r  a s  t h e y  o c c u r  w h i c h  t h e  S e c r e t a r y

d e t e r m i n e s  a r e  n o t  t o  b e  i n i t i a l l y  f u n d e d  f r o m  a F e d e r a l  s o u r c e .  

T h i s  t o t a l  n o n - F e d e r a l  o b l i g a t i o n [ s ]  s h a l l  b e  c o m p l e t e l y  d i s ­

c h a r g e d  o n  o r  p r i o r  t o  t h e  d a t e  t h e  C h i e f  o f  E n g i n e e r s  e s t i m a t e s ,  

i n  t h e  a g r e e m e n t  t o  b e  e n t e r e d  i n t o  a s  p r o v i d e d  i n  s e c t i o n  3 o f  

t h i s  A c t ,  t h a t  t h e  p r o j e c t  c o n c e r n e d  w i l l  b e  a v a i l a b l e  f o r  a c t u a l  

g e n e r a t i o n  o f  a l l  o r  a  s u b s t a n t i a l  p o r t i o n  o f  t h e  a u t h o r i z e d  

h y d r o e l e c t r i c  p o w e r  o f  t h e  p r o j e c t .  T h e  S e c r e t a r y  s h a l l  r e q u i r e  

t h e  n o n - F e d e r a l  o b l i g o r [ s ]  t o  m a k e  i n s t a l l m e n t  p a y m e n t s  t o  t h e  

S e c r e t a r y ,  i n  a c c o r d a n c e  w i t h  t h e  a g r e e m e n t  a n d  d u r i n g  i t s  t e r m ,  

s c h e d u l e d  t o  i n s u r e  c o m p l e t e  p a y m e n t  b y  t h i s  d e a d l i n e  a s  w e l l  a s  

t o  s e r v e  t h e  b e s t  i n t e r e s t s  o f  t h e  p r o g r a m  a u t h o r i z e d  b y  t h i s  

A c t  a n d  t h e  p r o j e c t  a n d  n o n - F e d e r a l  o b l i g o r [ s j  c o n c e r n e d .  T h e  

a g r e e m e n t  s h a l l  p r o v i d e  f o r  a n  i n i t i a l  d e t e r m i n a t i o n  o f  f e a s i b i l i t /

a n d  c o m p l i a n c e  o f  t n e  p r o j e c t  w i t h  l a w  a n d  a  f u r t h e r  d e t e r m i n a t i o n

i f  t h e  r e q u i r e m e n t s  o f  f e a s i b i l i t y  a n d  c o m p l i a n c e  w i t h  l a w  a r e  

m e t  t o  c o n s t r u c t  t h e  p r o j e c t .

( b )  I n  c o n s i d e r a t i o n  o f  t h e  o b l i g a t i o n s  t o  b e  a s s u m e d  b y



n o n - F e d e r a l  p u b l i c  a u t h o r i t i e s  u n d e r  t h e  p r o v i s i o n s  o f  t h i s  

s e c t i o n  a n d  t h i s  A c t  a n d  i n  r e c o g n i t i o n  o f  t h e  s u b s t a n t i a l  i n ­

v e s t m e n t s  w h i c h  w i l l  b e  m a d e  i n  a n d  b y  t h o s e  a u t h o r i t i e s  i n  

r e l i a n c e  o n  t h e  p r o g r a m  e s t a b l i s h e d  b y  t h i s  A c t ,  t h e  U n i t e d  

S t a t e s  s h a l l  a s s u m e  t h e  r e s p o n s i b i l i t y  f o r  p a y i n g  f o r  a l l  i n ­

c r e a s e d  c o s t s  o v e r  t h e  e s t i m a t e s  f i x e d  i n  t h e  a g r e e m e n t  o f  a n y  

n o n - F e d e r a l  p u b l i c  a u t h o r i t i e s ,  u n d e r  a g r e e m e n t  w i t h  t h e  S e c r e ­

t a r y  i n  a c c o r d a n c e  w i t h  t h i s  A c t ,  i f  s u c h  c o s t s  a r e  o c c a s i o n e d  b y  

a n y  d e l a y  i n  t h e  a v a i l a b i l i t y  o f  t h e  p r o j e c t  c o n c e r n e d  f o r  a c t u a l  

g e n e r a t i o n  o f  a l l  o r  a  s u b s t a n t i a l  p o r t i o n  o f  t h e  a u t h o r i z e d  

h y d r o e l e c t r i c  p o w e r  o f  t h e  p r o j e c t  b e y o n d  t h e  d a t e  e s t i m a t e d  b y  

t h e  C h i e f  o f  E n g i n e e r s  i n  a c c o r d a n c e  w i t h  s u b s e c t i o n  ( a )  o f  t h i s  

s e c t i o n  o r  a r e  a t t r i b u t a b l e  t o  a n y  c a u s e  o t h e r  t h a n  t h e  a c t j o n  

o r  i n a c t i o n  o f  t h e  p u b l i c  n o n - F e d e r a l  a u t h o r i t y ,  i t s  a g e n t s  o r  

a s s i g n e e s . T h e  S e c r e t a r y ,  p u r s u a n t  t o  t h e  a g r e e m e n t , m a y  s i n g l y  

o r  i n  c o m b . i  n a t i o n  e x t e n d  a f f e c t e d  p a y m e n t  s c h e d u l e s ,  f o r g i v e  p a y ­

m e n t s  d u e  h i m ,  i n  w h o l e  o r  i n  p a r t ,  o r  p a y  t h e  e x p e n s e s  o f  

a u t h o r i t i e s  a n d  t h e  o b l i g a t i o n s  d u e  t h e i r  i n v e s t o r s  a s  [ h e  d e e m s  

a d v i s a b l e  t o  d i s c h a r g e  t h i s  r e s p o n s i b i l i t y ]  m a y  b e  f i x e d  p u r s u a n t  

t o  t h e  a g r e e m e n t . A d e t e r m i n a t i o n  [ b y  t h e  S e c r e t a r y  a t  a n y  t i m e  

s u b s e q u e n t  t o  e n t e r i n g  i n t o  a n  a g r e e m e n t ]  p u r s u a n t  t o  t h e  a g r e e ­

m e n t  i n  a c c o r d a n c e  w i t h  t h i s  A c t  t h a t  t h e  p r o j e c t  c o n c e r n e d  w i l l  

n o t  b e  [ c o n s r . r u c t e d  t o  g e n e r a t e ]  a v a i l a b l e  f o r  a c t u a l  g e n e r a t i o n  

o f  a l l  o r  a  s u b s t a n t i a l  p o r t i o n  o f  i t s  a u t h o r i z e d  h y d r o e l e c t r i c  

p o w e r  w i l l  r e s u l t  i n  d i s c h a r g i n g  n o n - F e d e r a l  p u b l i c  a u t h o r i t i e s  

f r o m  a n y  f u r t h e r  o b l i g a t i o n s  u n d e r  s u c h  a g r e e m e n t .  I n  c o n n e c t i o n  

w i t h  s u c h  a  d e t e r m i n a t i o n ,  t h e  S e c r e t a r y  s h a l l  p u r s u a n t  t o  t h e  

a g r e e m e n t  t a k e  s u c h  a c t i o n s  a n d  m a k e  s u c h  p a y m e n t s  t o  t h e  a u t h o r ­

i t i e s  o r  t h e i r  i n v e s t o r s  a s  [ h e  f i n d s ]  a r e  n e c e s s a r y  t o  d e f r a y  

o r  p r e v e n t  a n y  l o s s e s  t o  t h e  a u t h o r i t i e s  a n d  t h e i r  i n v e s t o r s  f o r  

t h e i r  o b l i g a t i o n s  a n d  i n v e s t m e n t s  m a d e  i n  r e l i a n c e  u p o n  t h e  a g r e e ­

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

t h i s  s e c t i o n ,  t h e  U n i t e d  S t a t e s  s h a l l  n o t  a s s u m e  a n y  r e s p o n s i b i l i t  

f o r  p a y i n g  f o r  a n y  i n c r e a s e d  c o s t s  o r  d e f r a y i n g  o r  p r e v e n t i n g  

t h e  e x p e n s e  o r  a n y  l o s s e s  o f  a n y  n o n - F e d e r a l  p u b l i c  a u t h o r i t y  

( o r  i t s  i n v e s t o r s )  u n d e r  a g r e e m e n t  w i t h  t h e  S e c r e t a r y  i n  a c c o r d ­

a n c e  w i t h  t h i s  A c t  i f  a n d  t o  t h e  e x t e n t  t h a t  s u c h  c o s t s  o r  l o s s e s  

a r e  a t t r i b u t a b l e  t o  d e l a y s  i n  c o n s t r u c t i o n  o f  o r  f a i l u r e  t o  

c o n s t r u c t  a  p r o j e c t  o c c a s i o n e d  b y  t h e  a c t i o n  o r  i n a c t i o n  o f  t h e  

n o n - F e d e r a l  p u b l i c  a u t h o r i t y ,  i t s  a g e n t s ,  o r  a s s i g n e e s .

S E C .  5 .  T h e  S e c r e t a r y  i s  a u t h o r i z e d  p u r s u a n t  t o  t h e  

a g r e e m e n t  t o  c o n v e y  a l l  t i t l e ,  r i g h t s ,  a n d  i n t e r e s t s  o f  t h e  

U n i t e d  S t a t e s  t o  a n y  p r o j e c t ,  i t s  l a n d s  a n d  w a t e r  a r e a s ,  a n d  

a p p u r t e n a n t  f a c i l i t i e s  t o  a n y  n o n - F e d e r a l  p u b l i c  a u t h o r i t y [ i e s ]  

w h i c h  i s  o b l i g e d  t o  a s s u m e  o w n e r s h i p  o f  t h e  p r o j e c t  a n d  r e ­

s p o n s i b i l i t y  f o r  p e r f o r m i n g  a n d  p a y i n g  f o r  i t s  o p e r a t i o n  a n d  

m a i n t e n a n c e  a s  w e l l  a s  n e c e s s a r y  r e p l a c e m e n t s  i n  a c c o r d a n c e  

w i t h  s e c t i o n  3 o f  t h i s  A c t .  S u c h  c o n v e y a n c e  s h a l l ,  p u r s u a n t  

t o  t h e  a g r e e m e n t ,  t o  t h e  m a x i m u m  e x t e n t  p o s s i b l e ,  o c c u r  p r i o r  

t o  o r  a t  t h e  t i m e  t h e  p r o j e c t  c o n c e r n e d  i s  a v a i l a b l e  f o r  a c t u a l  

g e n e r a t i o n  o f  a l l  o r  a  s u b s t a n t i a l  p o r t i o n  o f  t h e  a u t h o r i z e d  

h y d r o e l e c t r i c  p o w e r  o f  t h e  p r o j e c t  a n d  s h a l l  i n c l u d e  s u c h  F e d e r a l  

r e q u i r e m e n t s ,  r e s e r v a t i o n s ,  a n d  p r o v i s i o n s  f < > r  a c c e s s  r i g h t s  t o  

t h e  p r o j e c t  a n d  i t s  r e c o r d s  a s  t h e  S e c r e t a r y  f i n d s  a d v i s a b l e  t o  

c o m p l e t e  a n y  p o r t i o n  o f  p r o j e c t  c o n s t r u c t i o n  r e m a i n i n g  a t  t h e  

t i m e  o f  c o n v e y a n c e  a n d  p r o t e c t  t h e  F e d e r a l  i n t e r e s t  a n d  i n v e s t ­

m e n t  i n  t h e  p r o j e c t  o v e r  t h e  l i f e  o f  t h e  p r o j e c t  a n d  i n s u r e  t h a t  

i t  w i l l  b e  o p e r a t e d  a n d  m a i n t a i n e d  i n  a  r e s p o n s i b l e  a n d  s a f e  

m a n n e r  t o  a c c o m p l i s h ,  a s  n e a r l y  a s  m a y  b e  p o s s i b l e ,  a l l  o f  t h e  

a u t h o r i z e d  p u r p o s e s  o f  t h e  p r o j e c t  i n c l u d i n g ,  b u t  n o t  r e s t r i c t e d  

t o ,  h y d r o e l e c t r i c  p o w e r  g e n e r a t i o n .  A n y  n o n - F e d e r a l  o b l i g a t i o n s  

t o  p a y  t h e  F e d e r a l  g o v e r n m e n t  u n d e r  t h e  p r o v i s i o n s  o f  t h i s  

o r  a n y  o t h e r  A c t  f o r  w o r k ,  s e r v i c e s ,  o r  f a c i l i t i e s  a t  a  p r o j e c t
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at the time of its conve y a n c e  under the provisions of this A c t  

shall r emain as o b l i g a t i o n s  to the Federal g o v e r n m e n t  unaffe c t e d  

by the conveyance.

SEC. 6. There is h ereby e s tablished in the T r e asury of 

the U n i t e d  States a H y d r o e l e c t r i c  Power D evelopment Fund (here­

after r e f e r r e d  to in this Act as the "fund") to be and remain 

a v a i l a b l e  for use by the S e c r etary to make the expenditures he is 

a u t h o r i z e d  to m a k e  by section 2 of this Act. The fund shall 

c o n s i s t  of (1) all receipts and collections by the Secretary of 

r e p a y m e n t s  to the S e c r etary by non-Fe d e r a l  public a u t h o r i t i e s  for 

the S e c r e t a r y ' s  e x p e n d i t u r e s  from the fund or from any other 

source of Federal funding for hydroe l e c t r i c  c o n struction costs 

of p r o j e c t s  in a c c o r d a n c e  with this Act and which the S e c r e t a r y  

is h e r e b y  d i r e c t e d  to d e p o s i t  in the fund as they are received 

and (2) any a p p r o p r i a t i o n s  made by the Congress for the fund.

SEC. 7 (a) If the S e c r e t a r y  determines that moneys in the 

fund are in excess of c u r r e n t  needs, he may request the i n v e s t­

ment  of such amounts as he deems advisable by the Secretary of 

the T r e a s u r y  in direct, g e neral obligations of, or o bligations 

g u a r a n t e e d  as to both p r i n c i p a l  and interest by, the United 

S t a t e s .

(b) With the approval of the Secretary of the Treasury, 

the S e c r e t a r y  may d e posit m o n e y s  of the fund in any Federal R e­

serve b a n k  or other d e p o s i t o r y  for funds of the United States, 

or in such other banks and financial institutions and under such 

terms and conditions as the S e c r e t a r y  and the S e c r e t a r y  of the 

T r e a s u r y  m a y  m u t u a l l y  agree.

SEC. 8. T here is a u t h o r i z e d  to be appropriated to the 

S e c r e t a r y  for d e p o s i t  in the fund estab l i s h e d  by section 6 of this 

A c t  for e x p e n d i t u r e s  by the S e c r etary as authorized by this Act, 

the sum of $25 m i l l i o n  and such sums, if any, after this initial 

a p p r o p r i a t i o n  that the S e c r e t a r y  may annually require to m a i ntain

. V:


