


Section. 5. This section adds the. authority to "main-
tainll power projects, and is suggested in tho interest
of certainty and uniform specificity.

Section 6. This section reflects appropriate wording
changes given the definition of "person" in section 19,
belov;.

Section 7. This section proposes stylistic changes for
clarity.

Section 9. Wording is inserted in AS 44.SG.090 to
allow industrial purchasers to contract directly with
the authority. This change is desirable because any

industrial project outside of an existing utility
distribution system would be able to purchase power
directly froiri the authority, rather than through a
utility.

For clarity, a subsection is added regarding the re-
lationship between the authority and the Alaska Public
Utilities Commission (APUC). Under this amendment,
while the APUC would not have jurisdiction over the
authority, the APUC would retain all existing jJjuris-
diction over public utilities.

Further wording is inserted to assure that pricing
policies cover full costs as defined in the chapter.

Section 10. This section adds clarification.

Section 11. This amendment eliminates the upper limit
on the size of capital reserve funds, allowing tho
authority greater flexibility to adjust to changing
market conditions.

Section 12. This section requires payment in place of
taxes to focal subdivisions.

This amendment insures that uniform and
acceptable standards are established before any loans
are made by the Power Project Revolving Fund and seeks
to integrate tho fund with the other activities and
responsibilities of the authority.



Sections 14 and 115. These sections provide guber-
natorial review and approval of the cxecutlvo-branch
functions performed by the Alnslia Power Authority.
Proposals arc to be reviewed by all effected agen-
cies and the resultant views, comments, and findings
forwarded to the legislature along with the project
proposal. The-.attorney general's office is con-
cerned about' the constitutionality of the existing
requirement that individual project proposals be sub-
mitted to the legislature for approval I think it
is important to insure that many perspectives and
individuals have an opportunity to contribute to

the decision-making process, however, to the extent
that there may be a constitutional problem with the
legislative-approvel requirement, | urge your review of
it. Tho amendments proposed in this bill do not change

the legislative approval provision.

Section 1G. This amendment clarifies the intention
that the authority bo subject to the Executive Budget
Act. Further, it is required, that the authority make

an annual detailed report to the legislature of the
status of each of its projects.

Neetijrn. 3 . 7 A new section is added to increase the
accountability of, and public input to, the authority.
Also, a long-term electric development plan is to be
the responsibility of the Department of Commerce and
Economic Development,

Sections 10 and 19, Those sections, respectively, make
the changes in. the technology wording consistent with
sections 4 and 3 and add a definition o0il "person".
Beetion 20. This section repeals e provision "or the

sake of consistency, and repeals a subsection dealing
with trust agreement covenants.

Sincerely,

Jay S. Hammond
Governor



Eric P. Yould

Executive Director

Alaska Power Authority .
Testimony before House Finance Committee
April 10, 1978

Mr. Chairman:

When Governor Hammond signed the enacting legislation of the
Alaska Power Authority in June, 1976, he did so with concern
about the Authority's accountability to the people of Alaska,
and hence, he indicated that he may be submitting amendments

to the Power Authority Act in the next Legislative session.

In the- next session, those amendments were offered through the
Rules Committee and were assigned to the House Finance Committee.
Your Committee further amended the administration amendments

but did not pass them out of committee. During this period of
time, the Power Authority was in the process of heing structured
as originally intended, but it was in no position to offer its
own opinions on the amendments to the Power Authority Act. Now,
with the securing of legal bond counsel and financial advisors
and with the recent appointment of an executive director, the
Power Authority believes that amendments " its enacting legi-
slation are Indeed necessary. During the early period of this
legislative session the Power Authority submitted its views to
the Administration which had in turn developed additional amend-
ments of its own. After meetings between the Authority and the
Administration, Governor Hammond submitted the consolidated amend-
ments of the Authority and the Administration to the Legislature.

P-urs-ta-n-t—-0 the unanimous, approval of its Board of Directors,
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the Alaska Power Authority supports House Bill 442 as amendedv*"- Gj*b
Realizing, however, that the House Finance Committee may choﬁose
to further amend HB 442, | would like to take this opportunihty
to indicate which portions of the bill are important to the
operation of the Power Authority to allow it to function as
originally envisioned. While | will subsequently point out
which portions 1n the text of HB 442 are of importance to the
Power Authority, | would first like to summarize our main
requirements: (1) The Power Authority should be charged with p
developing reasonable cost power rather than iower cost power;
(2) clarification needs to be made to provide for financing
of projects independent of ownership by the Authority; (3) the
Authority should be allowed to develop any feasible energy
technology rather than being restricted to hydroelectric and
fossil fuel generation; (4) the Power - Authority should be
r@n%overa from the jurisdiction of the Alaska Public Ut’thiés
o<jox. VM, W\ VA *v ~
Commission; (5) the Authority should be allowed to operate as
a tax exempt entity; (o) the Authority should have the juris-
diction to develop power projects for which the maximum amount
of honds is estimated not to exceed $50,000,000 and; (7) a
“grandfather™ clause should be adopted which would preclude
certain reporting requirements for those projects which the
Power Authority decides to finance before July 1, 1978

Mr. Chairman, if we could now refer to the amended version of
HB 442, | would like to point out some of the important sections

of the bill, (

t
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Section 1 on Page 1: provides for reasonahle cost power
mand clarifies that we may finance exclusive of ownership. The
financing clarification is crucial to our being able to sell’

revenue bonds for those projects in which we would not hold an

ownership interest.

Section X' on Page 3: would allow the Authority to develop
any economically feasible technology in lieu of being limited
to hydroelectric and fossil fuel fired generation.

Section s on Page 4. further clarifies the Authority's
authority to provide financing for power projects.
11
Section IQ on Page 5 extends the authority to conduct

feasibility studies with respect to all power generation.

Section VIHZ_on Page 5 &s: clarifies the relationship be-
tween the Alaska Public Utilities Commission (APUC) and the
Alaska Power Authority. This section is important from the
standpoint of marketing revenue b-onds. The uncertainty in the

™"

. 3 Y.V (X =W, -
eyes of the investor as a result of regulation'by APUC could pre-

clude favorable project financing. Nur ~ ] A" \ e’
O -Xecnol ' A s its VX’ r'%n \ "\v (B *
-ly v ‘At'.VV, - c t RTARR

Section X4 _on Page 9: provides that the Authority may make

1vi—

payments in lieu of taxes. Similar to Section 11 this negotiable
position will clairfy the investment risk and is very important
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to optimum financing.

Mr. Chairman, it is my understanding that Section 1S on page* 10
is being considered for further amendment, and hence, | may wish,
to be recognized for further testimony at a later time.

Section I-T on Page 11: Sec. 44.F6.100 (a) allows the Autho-
rity discretion for the development or financing of new projects
for which the maximum amount of bonds estimated is less than’
$50,000,000. The Power Authority feels strongly that it needs
this flexibility to be responsive to small wutility needs. Further-
more there are virtually no restrictions on such existing bonding
institutions as the Municipal Bond Bank and the Alaska Industrial
Development Authority. Thus reporting requirements and attendant
delays could force communities to other lending institutions
with no apparent power development, expertise. 'Furthermore
this would allow the Authority to act when the legislature is

not in session.

Section 44.56.180 (c) on Pages 13 and 14. require that
load projections be consistent with a Long-Term-Plan as provided
for under Section 19 of HB 442. Since the Long Term Plan has not
yet been developed, | think that the Finance Committee should
address the manner in which those projects which may be ready
for development prior to the long range plan are to be handled.
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Section 44.56.180 (d) on Page 14: provides a "grandfather"
clause for those projects which the Power Authority determines to
finance prior to July 1, 1978. At the present time, the Power
Authority is contemplating the financing of the Hoaly Il coal
fired steam plant for Fairbanks (estimated cvgé*t”—éBO0,000,000)
and forty percent of the financing of the Soloman Gulch hydro-
electric projecty (estimated Authority cost $15,000,000). If the
amendments under Section 44.56.180 (a) are adopted, the "grand-
father" clause would apply only to the Healy project. It has
been estimated by Hr. Bob Hufman, General Manager of Golden Valley
Electrical Association, that over the life of the Healy project |,
Power Authority financing will save his utility customers roughly
$100,000,000 in electricity bills. |-f-w-e—t-0-n-"4— egr-a-nd-f-a-ter-"'—the.
H&a-I-y——pro-j-ee-t- —the-n—t-he -L-egi si attire -will—have to-adopt -a-
Joint Resolution enabling the Power Authority to proceed with the

projec-t-.-

Mr. Chairman, | would like to thank the Finance Committee for the
opportunity to testify and would be happy to answer ,any questions

which you may have.
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Section 44.56.180 (d) on Page 14: provides a "grandfather"
clause for those projects which the Power Authority determines to
finance prior to July 1, 1978. At the present time, the Power
Authority is contemplating the financing of the Healy Il coal
fired steam plant for Fairbanks (estimated cost'=$300,C '0,000)
and forty percent of the financing of the Soloman Gulch hydro-
electric projectv (estimated Authority cost $15,000,000). If the
amendments under Section 44.56.180 (a) are adopted, the "grand-
father"? clause would apply only to the Healy project. It has
been estimated by Mr. Bob Hufman, General Manager of Golden Valley
Electrical Association, that over the life of the Healy project |,
Power Authority financing will save his utility customers roughly
$100,000,000 in electricity bills. If—we—do-n-1-+"—g-r-a-nd-f-a-the-r"—the.
He-aHy-l—p"o- je"-tthe-n—the -Legisl-ature swi-11-have to-adopt—a-
Joint Resolution enabling the Power Authority to proceed with the
proj eo-t-r

Mr. Chairman, | would like to thank the Finance Committee for the
opportunity to testify and would be happy to answer *any questions

which you may have,
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March 15, 1978

The Honorable Clark Gruening
State Re{JresentaUve

Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Representative Gruenirig:

You have requested information on the level of appropriation which
should be made to the Power Project Revolving Loan Fund. As you
know, previous aPproprlatlons to the Fund have been earmarked by e
the Legislature for application to SJ)GCIfIQ projects with the terms
of the'loans established by the Board of Directors of the Power
Authority. This procedure would appear to bo an unnecessary drain
of the Legislators time, and _an inefficient and untimely means of
assisting ‘the communities. The Power Authority should be entrusted
with the full responsibility that it was intended when its statu-
tory being was promulgated.

The Power Project Revolving Loan Fund should be a|o ropriated on
amount commensurate with community needs and should be fill iy admini-
stered by the Board of Directors of the Power Authority. For this
purpose, the Power Authority is establishing Rules and” Regulations
necessary for the administration of the Loan (g)ro?ram. These rules
and regulations will be presented to the Board of Directors at the
next public meeting of the Authority which is scheduled for March 17,
1978. " A first draft of these rules and regulations is attached for
your review,

Through correspondence with the various communities and their engi-
neering consultants, the Authority is aware of at least $3.0 millio
needed for various hgdropower studies alone. To this, ai* estimated
$2.0 million should be added to provide for the conventional Bower L
needs of communities which have not had the opR_ortunlty to make their
needs known. A breakdown of the communities which would apﬁear to

have a Iet{ltlmate need for planning funds is contained on the ,
attached Tist. This information is intended for back-up information
and should not be construed as the actual dollar amounts that the
communities will'ultimately request, nor is it necessarily the amount
that the Power Authority would actually loan for the individual pro-
ects. These decisions should be left to the discretion of the ,
ower Authority after it has been supplied with additional information
from the applicants.

n



The Honorable Clark Gruening
March 15, 1978
Page Two

You have also requested my views on the Green Lake Hydropower Project.
| would like to refrain ffom answering at this time as our financial
advisors are presently reviewing the BYOJeCt. | have had the opPor-
tunity to contact the Federal Energy Regulatory Commission and other
State” and Federal agencies regarding the Green” Lake project. Every-
one is giving it top priority. The Federal Energy Regulatory Commis-
sion indicates that it should he in a position to render a decision

on the license application by March, 1979 if there is no external pro-
test to the project. My main concern is that an avenue actually exists
by which the project can be financed. It was assumed in the license
application that financing would be available through state approp-
riations or the bond market. Our financial advisor is in the process
now of evaluating the possibility of the latter mode of financing. Tho
$3.0.6 million request would be for access road construction, ordering
of mechanical equipment, and final design and specifications. If

these funds are made available, the Power Authority could administer
their disbursement if you desire.

|f you feel that additional back-up information for the Power Project
Reviving Loan Fund is needed, please call upon me.

Eric P. Yould \

Executive Direclor
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request of the Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. M2 (Finance)
IN THE LEGISLATURE OF THE STATE Of ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act enti Lied: "An Act relating to the Alaska Power Authority; ar.d
providing for an effective date."
RE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
- Section 1. AS M .56.010(a) (2) and (.3) are amended to read:

(2) the establishment: of power projects a: Lhe.se sites is
neccii."-ary to supply [LOVER COST] powet at the lowest reasonable, cost 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 v.c-1l ar. lo supply existing or
future industrial needs:;

(3) the achievement of the goals of lowest ren.senab JE ILOWER
consumer power costs and bencficial long-term economic, growth and of
establishing, operating and developing power projects in the- state will
he accelerated and facilitated by the creation of an instrumentality of
the stale with powers to construct, acquire, finance, and |INCUR DLR]
FOR CONSTRUCTING, AND WITH POWERS TO) operate!,] power projects

* Sec. 2. AS AA.76.030 is repealed and re-euacted to read:
Sec. Ms. 1)6.030. MEMBERSHIP OF THE AUTHORITY. (a) The authority
shall consist of the following directors:

(1) four directors at large to be appointed by the governor
and confirmed by the legislature;

(2) the commissioner of commerce and economic development,

(b) The commissioners of community and regional affairs, natural

resources, transportation and public facilities, and revenue shall have

20A -3- CSHB M2(Finance)
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the rights and privileges of directors except for the right to vote and

2 may nol be considered for purposes of quorum or voting.

3 * Sec. 3. AS 44.56.040 is amended to read:

4 Sec. 44.56.040. OFFICERS AND QUORUM. The directors shall elect

5 one of the directors at large [PUBLIC MEMBERS] as chairman and other

6 officers they determine desirable. The powers of the authority are

7 vested in the directors, and three directors of the authority constitute
8 a quorum. Action may be taken and motions and resolutions adopted by

9 the authority at a meeting by the affirmative vote of at least three

10 directors. The directors of the authority serve without compensation,

n but they shall receive the same travel pay and per diem as provided by
2 law for board members.

13 * Sec. 4. AS 44.56 is amended by adding a new section to read:

14 Sec. 44.56.045. QUALIFICATIONS, POWERS, AND DUTIES OF OFFICERS AXE
15 DIRECTORS. (a) The directors at large must be residents and qualified
16 voters of Alaska and shall comply with the requirements of AS 30.50

17 (conflict of interests). The directors at large shall serve i ir-year
18 terms. The four original directors at large have terms of one, two,

19 three, and four years, respectively.

20 (> A vacancy in a directorship occurring other thanby expiration
21 of a termshall be filled in the same manner as the original appoint—
2 ment, but for the unexpired portion of the term only.

23 (c) The authority shall employ an executive directorwho may, with
24 the approval of the authority, employ additional staff as necessary. In
25 addition to its staff of regular employees, the authority may contract
26 for and engage the services of legal and bond counsel, consultants,

27 experts, arid financial and technical advisors the authority considers

28 necessary Tfor the purpose of conducting studies, investigations, hear—
29 ings, or other proceedings. The board of directors shall establish the

LA- L 20A -2- CSHB 442(Finance)
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compensation of the executive director. The executive director and
other personnel of the authority are exempt from the provisions of AS
39.25.

Sec. 5. AS 44.56.070 is amended to read:

Sec. 44.56.070. PURPOSE OF THE AUTHORITY. The purpose of the
authority is Lo promote, develop and advance the general prosperity and
economic welfare of the people of Alaska by providing a means of con—
structing, acquiring, financing and operating power production facil-
itics limited Lo fossil fuel, wind power, tidal, geothermal, hydro-
electric, or solar energy production and waste energy conserve lion
facilities THYDROELECTRIC AND FOSSIL FUEL GENERATING PROJECTS].

Sec. 6. AS 44.56.080(5) 1is amended to read:

(5) to acquire, whether by construction, purchase, gift or
lease, and Lo improve, equip, [AND] operate, and maintain power pro—
jects;

Sec, 7. AS 44.56.080(6) 1is amended to read:

(6) to issue bond-. Lo carry out any of its corporate purpose
and powers, 1including the acquisition or construction of a project to b
owned or leased, as lessor or lessee, by the authority, or by another
person, or the acquisition of any interest in a project [JT| or any
right to capacity of a project [IT], the establishment or increase of
reserves to secure or to pay the bonds or interest on them, and the
payment of all other costs or expenses of the authority incident to and
necessary or convenient to carry out its corporate purposes and powers;
See. 8. AS 44.56.080(8) 1is amended to read:

(8) to accept gifts, grants or loans from, and enter into
contracts or other transactions regarding them, with any person [A
FEDERAL AGENCY OR AN AGENCY OR INSTRUMENTALITY OF THE STATE, MUNICIPA—
LITY, PRIVATE ORGANIZATION OR OTHER SOURCE];

-3- CSHB 442 (Finance)
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Sec. 9. AS 44.56.080(10) 1is amended to read:

(30) to enter irto contracts with the United States or any
person and, subject to the laws of the United States and subject, to
concurrence of the legislature, with a foreign country or its agencies,
for the financing, construction, acquisitier*. operation and maintenance
of all or any part of a power project, either ir.side or outside the
state, and for the sale or transmission of power from a project or any
right to the capacity of it. or for the security of any bonds of the
authority issued or to be issued for the project;

Sec. 30. AS 44.56.080(31) 1is amended tc read:

(11) Lo enter into contracts ITOR THE PURCHASE, SALE,

CHANGE, TRANSMISSION, 013 USE OF POWER GENERATED BY A PROJECT, OK ANY
RIGHT TO THE CAPACITY OF IT] with any person and with the United States,
and, subject lo the laws of the United States and subject, to the con-—
currence of the legislature, with a foreign country or its agencies for
the purchase, sale, exchange, transmission, or use of power froni a
project, or any right to the capacity of it:
Sec. 11. AS 44.56.080(13) 1is amended to read:

(13) to perform feasibility studies with respect lo (11Y-
DROELECTR1CAL AND FOSSIL FUEL] power [GENERATING] projects;
Sec. 12. AS 44.56.090 is repealed and re-enacted to read:

See. 44.56.090. POWER CONTRACTS AND THE ALASKA PUBLICUTILITIES
COMMISSION. (a) The authority shall, in addition to the other methods
which it may find advantageous, provide a method by which municipal
electric, rural electric, cooperative electric, or private electric
utilities and regional electric authorities, or other persons authorized
by law to engage in the distribution of electricity may secure a
reasonable si.are of the power generated by a project, or any interest in

a project, or for any right to the power and shall sell the power or

-4- CSHB 442 (Finance)
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cause Lhe power to be so]c! at the lowest reasonable prices which cover
the full cost of the electricity or services, including capital and
operating costs, debt coverage as considered appropriate by the autho—
rity, and other cl. s that may be authorised by this chapter. A
contract for the saj.e, transmission and distribution of power generated
by a project or any right to the capacity of it shall provide for full
and complete disclosure Lo the authority of all factors of cost in Lhe
Lransii.ission and distribution of power.

(b) The authority is not subject lo the jurisdiction of the Alas!:-
Public Utilities Commission. Nothing in this chapter grants Lhe autho—
rity any jurisdiction over the services or rates of any public: utility
or diminishes or otherwise alters the jurisdiction of the Alaska Public
Utilities Commission with respect Lo any public utility, including any
right the commission may have to review and approve or disapprove con—
tracts for Lhepurchase of electricity by a public utility.

Sec. 13. AS (M\.56.110 (a) (1) is amended to read:

(1) make e d enter into any and all the covenants and agree—
ments with the trustee or the holders of the bonds which the authority
may determine to be necessary or desirable, including, wiLhoul limita—
tion, covenants, provisions, limitations and agreements as to

(A) Llie application, investment., deposit, use and dis—
position of Lhe proceeds of bonds of the authority or of money or
other property of the authority or in which it has an interest;

(15 Ilie fixing and collection of rentals, charges, fees
or other consideration for, and the other terms to be incorporated

in, contracts with respect Lo a project or to generated power;

© Lhe assignment by the authority of its rights

contracts with respect. Lo a project, or to generated powei or in a
mortgage or other security interest, created with respect lo a

-5- CSliB 442.(Finance)
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project or generated power to a trustee for the benefit of bond—

holders ;

(D) the terms and conditions upon which additional bonde
of the authority may be issued;

(E) Lhe vesting in a trustee of rights, powers, duties,
funds or property in trust for the benefit of bondholders, in—
cluding, without, limitation, the right to enforce payment, perfor—
mance, and all other rights of the authority or of Lhe bondholders,
under a lease, power of contract, contract of salt?, mortgage,
security agreement, or trust agreement with respect to a project b\
injunction [MANDAMUS] or other proceeding or by taking possession
of by ageriL or otherwise and operating a project and collecting
rents or other consideration and applying the same in accordance
with the Ilrust agreement;

Sec, 14. AS 44.56.110(d) 1in amended to read:

(d) Jf the authority decides to issue bonds secured by such a
capital reserve fund, the bonds may not be issued if the amount in the
capital reserve fund is less than such an amount [A PER CENT, NOT EX—
CEEDING 10 PER CENT OF THE IR INO 11°Al. AMOUNT OF AL..l, OF THOSE 1.0XDS SE —
CURED BY THAT CAPITAL RESERVE FUND THEN TO BE ISSUED AND THEN OI/J -
STANDING IN ACCORDANCE WITH THEIR TERMS,] as may be established by
resolution of the authority (called the "capital reserve lund require—
ment:"), unless the autlority, at the time of issuance ol tin- obliga—
tions, deposits in the. capital reserve fund from the proceeds of the
obligations Lo be issued or from other sources, an amount, which, to—
gether with the amount then in the fund, will not be less than the
capital reserve fund requirement.

See. 15. AS 44.56.150 is amended to read:

See. 44.56.150. TAX EXEMPTION. All property of Lhe authority is
-6- CSIIB 4A2(Finance)



10

=

11
li
16
7

16

70

31

73
H
76
26
27
28

29

LA- L 20A

WORK DRAFT PAPER WORK DRAFT PAPER WORK DRAFT. PAPER

public property devoted to an essential public and governmental functio
and purpose and is exempt from all taxes of the state or a political
subdivision of the state; however, the authority may make payments in
place of taxes in amounts equal to the real and personal property taxes
which would be assessed on iLs real and personal property by each poii
tical subdivision in which its property is located Lo the same extent a;
if that property were private property and the authority were a non-
publ ic corporal-ion. All bonds issued under this chapter are issued by ;
body corporate and public of this state and for an essential public and
governmental purpose and the bonds and the interest and income on and
from tho bonds and all income of the authority are exempt from taxation
except for transfer, inheritance and estate taxes.
Sec. 16. AS Ah.56.170 is repealed and re-enacted to read;

Sec. AA .56.170. FUND ESTALJL.ISIIED); LOAN'S. (@) There 1is estab—
lished as a separate lurid the power project revolving, fund which shall
be administered by Lhe authority as a trust fund separate and distinct
from any other money or funds of the authority, and which shall be com—
posed of appropriated funds and interest earned on loans by tin fund.

(b) The authority may make Joans from the fund to elcelr®c utili-

("}lie<ud Aid

ties, cities, boroughs,”vil laye corporations, village councils, and non-—
profit marketing cooperat ives to pay llie costs of

(1) feasibility studies, preconstruction engineering, and
design of any power projects;

(2) constructing, equipping, modifying, and expanding small-
scale power production facilities or conservation facilities, limited to
fossil fuel, wind power, tidal, geothermal, hydroelectric, or solar
energy production and waste energy conservation facilities; and

(3) feasibility studies, preconstruction engineering, design,
construction, equipping, modification, and expansion of pot.able water

-7 - CSHB 642(Finance)
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supply including surface storage and groundwater sources and transmis—
sion of water from surface storage to existing distribution systems.

(c) Before making any loans from the power project, revolving fund
the authority shall by regulation specify the standards for those loans
with respect Lo the following:

(1) criteria regarding the eligibility of borrowers and of
types of projects;

(2) standards regarding the technical and economic viability
and revenue self-sufficiency of eligible projects;

(3) interest: rates and other terms andconditions, and col —
lateral or any other security required for loans; and

(4) oilier relevant criteria, standards, orprocedures.

(d) Any loan made by the authority must he made according lo tho
standards, criteria, and procedures established by regulation under th
sect ion.

(e) Repayment of the loans shall be secured in such manner as Lh
authority determines is feasible to assure repayment under a loan agro
incut entered into with the borrower. Under a loan agreement, repayiiici
may he deferred until the project for which a loan is madehas achiev"®
earnings from its operations sufficient to pay the Iloan.

Sec. 1 A S 44 .56.180 is amended to read:

Sec. 44.56.180. ASSESSMENT, PROPOSAL, AND CONSTKUCI ION CT PRO—
JECTS. (a) Tire authority shall., for each new projoct, determiiif the
most appropriate means by which to finance a project: which may includ
but is not limited to,

(1) the ij;suance of revenue bonds:
(2) a guarantee of indebtedness by the Alaska Permanent: Fi
Corporafion in accordance wi th AS 37.13.200:

(3) an appropri at ion from the general furid; or

-8- CSHB 442(F:inance)
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(A) any combination of (1), (2), and (3) of this subsection,

(b) Upon completion of Lhe reconnai sance study, Lhe authority
sha"J 1 Bini.t to the governor and the legislature a statement of its
ro.comm .. eins for financing each new project. financing plan may
include _ . -endat ion for a guarantee of indebtedness or a general
fund appropriation only when necessary to supplement private financing
in order to make a project financially fea* iblc. |If the recommended
financing ror Ilie project includes a guarantee of indebtedness by the
permanout, fulid or an appropri ation from the general fund, the legi_sjaj
Lure must Ffirst give its approval by concurrent resolution before Lhe
authori ty may proceed wi Ih tk: engineering or design phase of the pro—
ject . The legislative approval required in this subsection may not, be
considered the approval requi red under AS 37.13.230 for granting of a
permanent fund guaraniee.

() Tlic authority shall submit a statement outlining the general
design, demonstration of financial feasibility, and maximum amount of
bonds and appropriations estimated to be necessary for each new project
for which the max imum estimated total, cost, is $50,000,000 or greater lo
the governor and the legislature [AND THE COMMISSIONER OF COMMERCE AND
ECONOMIC DEVELOPMENT!, together with a statement, that the authority
intends to design, acquire, |AND1 construct or finance the project:
itself or that it intends that the project be designed, acquired, (OR)
constructed or financed by the United States or another person under
agreement with the authority which may provide [PROVIDING] for ownership
of all or a portion of the project by the authority or of a right to the
capacity of it. If Lhe legislature adopts a concurrent [JOINT] reso—
lution approving the general design and maximui amount of bonds, the
authority shall, 1in accordance with the terms of the concurrent. [.JOINT]
resolution, (1) proceed to design, acquire and construct the new pro—

-9- CSHB 442 (Finance.) (
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ject, or (2) agree with the United States or other person for design,
acquisition and construction of Lhe project by the United States, for
payments to the United States or other person for such design, acqui—
sition and construction, reimbursement by Lhe United States or other
person in certain events, and otherwise on the terms and conditions as
may be set out in such agreement.

jd) if the new project is to be designed, acquired and cons true tec
by Lhe authority, it shall be designed, acquired and constructed as a
public work of the state except that public: bidding shall not be re—
quired, 1if the authority so determines on projects in excess of
$50,000,000.1 For the purpose of this section a new project does not
include (1) an addition or modification to an existing project if the
total cost, of Lhe addition oi modification does not exceed $1,000,000"
?.) |, T0] any repair or reconstruction of a project; [,] or (3) [T0]
any design, acquisition or construction necessary to complete a project
for which bonds previously authorized by the legislature have been
issued, ony such addition, modification, repair, reconstruction, de—
sign, acquisition or construction may be undertaken by the authority
without any of the approvals necessary for a new project.
Sec. IS. AS AA.56.180 is amended by adding a new subsection to read:

(e) Any power project proposal requiring approval by the legis—
lature under this chapter,lLlogether wi Lh supporting data, analyses, arid
findings of the authority, shall be submitted to the governor for re—
view, The governor shall make an evaluation of lhe proposal which shall
include, but not be limited to, an analysis of the balance of benefits
and costs to Alaska, including environmental and social costs, and the
ability of the project to generate sufficient revenues to be self-
supporting. The governor shall submit the results of the evaluation,

his recommendations, if any, and a statement as to whether the project

«10- CSHB AA2(Finance)
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is consistent with the long-term pJand to the legislature.
* Sec. 19. AS 44.56.210 is repealed and re-enacted to read:

Sec. 44.56.210. APPROPRIATIONS AND REPORTS. (a) Notwithstanding
any other provision in this chapter, Lhe authority 1is subject to the
provisions of the Executive Budget Act (AS 37.07).

(@) The authority shall, by the 15th day of each regular legis—
lative session, present Lo the legislature a report detailing project
status, original costs and projected costs, particularly highlighting
any costs in excess of Lhe original, cost estimates submitted for each
project, when that project was originally approved by the legislature,

* Sec. 20. AS 44.56 is amended by adding a new section lo read:

Sec. 44.56.224. I_ONG-TF.RM PI_.AN. The Department of Commerce and
Economic Development, assisted by the authority, shall prepare., after
public hearings, and, as appropriate, revise a long-term electrical
power development plan for meeting projected electrical energy demand ii
Alaska at. the lowest: reasonable cost, including environmental and socia
costs, consistent with acceptable standards of reliability. The plan
must include, but is not limited to, considerations specified in sec.
180(c) of this chapter. The plan and any revision of ! shall be sub—
mitted to the governor for his approval and shall he reviewed by all
appropriate state agencies. After approval by the governor the plan
shall he submitted Lo the legislature.

= See. 21. AS 44.56.230(4) 1is amended to read:

(€)) "power project” or "project" means a plant, works,
tem, facility, water rights, fuel deposits or sources, and real, estate
and personal property of any nature whatsoever, together with all faci—
lities and appurtenances related to them or necessary for Lite purposes

of them used or useful in power product:ion limited to fossil fuel , wind
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waste energy conservation [THE GENERATION BY MEANS OF WATER OR 10SST.L
FUEL OF ELECTRIC POWER 1 and the [PRODUCTION,] transmission, purchase,
sale, exchange and interchange of energy [ELECTRIC POWER], and shall
include any interest in them, whether divided or undivided, or any righ®
in the capacity of themj. [.]

Sec. 22. AS 44.56.230 is amended by adding new paragraphs to read:

(6) "person"™ includes a public agency in addition to the en—
tities set out in AS 01. 10.060 (/) ;

(7) "reconnaissance study" means a study conducted for the
purpose of establishing, with reasonable certainty, the economic merit,
of developing a certain project and includes, wil.iioul relying on costly
data colJeel ion, an environment al assessment so as to insure IbalL no
adverse environmental impacts exist of such magnitude as to render the
project inadvisable, an assessment of a community"s present economy and
power needs, an estimate of the community"s future economy and power
needs, a determination of alternative energy costs, and an estimate of
the project, cost.

Sec. 23. AS 44.56.050 1is repealed.

Sec. 24. This Act Lakes effect immediately in accordance with AS 0.1.-

10.070(c).

#
20A
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ALASKA CENTER FOR THE ENVIRONMENT
913 WEST 6TH AVENUE ANCHORAGE, ALASKA 99501 (9071274-3621

April 14, 1978

Rep. Steve Cowper, Chairman
House Finance Committee
Pouch V

Juneau, Alaska 99801

Dear Steve:
We would like to make several observations on amendments

to CSHB 442 submitted by Gov. Hammond and the Alaska Proer
Authority (APA) now before your committee.

In Section 1 (3) "lower consumer power costs" has been
changed to "reasonable consumer power costs". This is the
most important revision and bears investigation by your committee
as it could have a great effect on consumer prices. The APA
would not be legally required to provide the lowest cost
energy and the incentive would be removed. The term"roasonable"
rex~laces "lowest" again in Section 9 (a).

The idea to use the term "reasonable" undoubtedly comes
from the Battelle Study "Alaskan Electric Power: An Analysis
of Future Requirements and Supply Alternatives for the Railbelt

Region". In Section 10.1.1 of this study (Alaska's Perception
of "Need" for Power), Battelle cites a court case which
distinguishes "need" from "demand". According to the Battelle
study, "if the Authority perceived demand in excess of the near
term needs, power costs may exceed the criteria of achieving
lower power costs because of reduced revenues....This

standard could cause a conflict with responsibilities by other
state agencies when they have trustee duties for allocation of
resources.”

Consequently the Battelle study recommends the "Authority

should seek revision of the standard in Alas. Stat. 44.56.010 (a)

(3) so that it reads "reasonable power costs". While the
Battelle recommendations are in the best interest of the APA,

RECYCLED PAPER



-page two-

itls questionable whether they're in the best interest of the
consumer.

Section 9 (b) states the APA is not subject to the
jurisdiction of the Alaska Public U tilities Commission (APUC).
However the APUC regulates utilities so power costs are as
low as possible. This should apply to the APA as well in
order to protect consumer interests.

Section 44.56.180 doesn't require legislative approval
of projects for which the maximum amount of bonds estimated is
$50,000,000 or greater. Isn't this excessive in spite of
today's costs? According to Gov. Hammond, "these amendments
were designed to improve the Authority through increased
public accountability and breadth of input". This section
doesn t seem to fulfill his criteria.

Ve're most interested in your impressions of these
particular sections of the amendments to CSHB 442.

Sincerely,'

/
Liz Holloway

cc.Gov. Jay Hammond
Thelma Buchholdt
Oral Freeman
Clark Gruening
Russ i-leekins
Tina Stonorov, Alaska Conservation Society
Virginia dal Piaz, Alaska Conservation Society
Jaime Love, Alaska Public Interest Research Group
George Matz, Fairbanks Environmental Center
Ron Hawk, Southeast Alaska Conservation Council
Jim Barnett, Sierra Club
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YOULD AMENDMENT 4-18-78

wago-IX,

"The requirements of Sec. (e) of
this section do not apply to any
project which the Authority has
determined to finance and in which
it will not maintain an ownership
interest upon completion and for

w hictuthe Legislature has adopted

a comfiL&S i: resolution of approval
prior to the conclusion of the Tenth
Legislature.”

/3, /)S M.SC.I1to (<L)



By LOUISE COOK
Associated Press Wrilcr
Steadily rising electric hills
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further.
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PROPOSED AMENDMENTS

Offered i1n the HOUSE By (;ow>Ka>nb &
) n Jy m3 Wifeo d$o>*
T0: HOUSE BILL NO. 442(Finance) 'OU Berk * Jicnccixi

Page 8, line 20:

After "loan." add a new subsection to read:

(f) Persons with loans outstanding from the water re—
sources revolving loan fund (AS 45.86) on the effective date
of this Act may borrow from the power project revolving loan
fund for a term not exceeding 50 years and at an interest rate
of not less than three nor more than five per cent per year

principal and interest

on the unpaid balance. Repayment of loan A shall commence on
the date of commercial operation of the project funded by the

loan or 10 years from the date the loan is granted, whichever

Is earlier.

Page 8, line 3:
After "loans"™ add the following language:

, except loans made under (f) of this section,

Page 10, line 22:
After "chapter,"” add the following language:

except on projects with a complete, reconnaisance study on

the effective date of this Act,
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Original sponsor: Rules Committee by Offered: 5/5/77
request of the Governor Referred: Finance

IN THE HOUSE BY THE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 442
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Power Authority."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.56.010(a)(3) 1is amended to read:

3) the achievement of the goals of lower consumer power
costs and beneficial long-term economic growth and of establishing,
operating and developing power projects in the state will be accelerated
and facilitated by the creation of an instrumentality of the state with
powers to construct, acquire, Tfinance, and [INCUR DEBT FOR CONSTRUCTING,
AND WITH POWERS TO] operate[,] power projects.

* Sec. 2. AS 44.56.030 is repealed and re-enacted to read:

Sec. 44.56.030. MEMBERSHIP OF THE AUTHORITY. (a) The authority
shall consist of the following directors:

(1) four directors at large to be appointed by the governor
for four-year terms;

(2) the commissioner of commerce and economic development.

(b) The commissioners of community and regional affair natural
resources, transportation and public facilities, and revenue shall serve
as nonvoting members of the board of directors of the authority.

* Sec. 3. AS 44.56 is amended by adding a new section to read:

Sec. 44.56.045. QUALIFICATIONS, POWERS, AND DUTIES OF OFFICERS
AND DIRECTORS. (@) The directors at large must be residents and
qualified voters of Alaska, shall comply with the requirements of AS

39.50 (conflict of interests), and shall be selected for their expertise

relevant to the authority. The four original directors at large have

_1- CSHB 442



terms of one, two, three, and four years, respectively.

(b) A vacancy in a directorship occurring other than by expiration
of a term shall be filled in the same manner as the original appointment,
but for the unexpired portion of the term only.

(¢) The authority shall employ a general manager who may, with
the approval of the authority, employ additional staff as necessary.

In addition to its staff of regular employees, the authority may con-—
tract for and engage the services of legal and bond counsel, consul —
tants, experts, and financial and technical advisors the authority
considers necessary for the purpose of conducting studies, investiga—
tions, hearings, or other proceedings. The board of directors shall
establish the compensation of the general manager. The general manager
and other personnel of the authority are exempt from the provisions of
AS 39.25.

* Sec. 4. AS 44.56.070 1is amended to read:

Sec. 44.56.070. PURPOSE OF THE AUTHORITY. The purpose of the
authority is to promote, develop and advance the general prosperity
and economic welfare of the people of Alaska by providing a means of
constructing, acquiring, financing, and operating power [HYDROELECTRIC
AND FOSSIL FUEL GENERATING] projects employing any feasible technology.

* Sec. 5. AS 44.56.080(5) is amended to read:

(5) to acquire, whether by construction, purchase, gift or
lease, and to improve, equip”®_ [AND] operate, and maintain power pro—
jects ;

* Sec. 6. AS 44.56.080(8) is amended to read:

(8) to accept gifts, grants or loans from, and enter into
contracts or other transactions regarding them, with a public agency
or other person [FEDERAL AGENCY OR AN AGENCY OR INSTRUMENTALITY OF THE

STATE, MUNICIPALITY, PRIVATE ORGANIZATION OR OTHER SOURCE];
CSHB 442 -2-



* Sec. 7. AS 44.56.080(11) 1is amended to read:

(1) to enter into contracts [FOR THE PURCHASE, SALE,
EXCHANGE, TRANSMISSION, OR USE OF POWER GENERATED BY A PROJECT, OR ANY
RIGHT TO THE CAPACITY OF IT] with any person and with the United
States, and, subject to the laws of the United States and subject to
the concurrence of the legislature, with a foreign country or its
agencies for the purchase, sale, exchange, transmission, or use of
power from a project, or any right to capacity of it;
Sec. 8. AS 44.56.080(13) is amended to read:

(13) to perform feasibility studies with respect to [HY—
DROELECTRICAL AND FOSSIL FUEL] power generating projects;
Sec, 9. AS 44.56.090 is amended to read:

Sec. 44.56.090. POWER CONTRACTS AND THE ALASKA PUBLIC UTILITIES
COMMISSION. (@) The authority shall, in addition to other methods
which it may find advantageous, provide that municipal electric, rural
electric, cooperative electric, or private electric utilities and
regional electric authorities”™ [OR] other persons authorized by law to
engage in the distribution of electricity, or bulk industrial purchasers
of electricity outside the distribution area of any such utility or
authority [POWER] may secure a reasonable share of the power generated
by a project, or any interest in a project [IT], or for any right to
the power [CAPACITY OF IT] and shall, except for bulk industrial
purchasers, sell the power or cause the power to be sold at the lowest
practicable prices which cover the full cost of the electricity or
services, 1including capital and operating costs, debt coverage as
considered appropriate by the authority, and other charges that may be
authorized by this chapter [PRICES REPRESENTING COST OF GENERATION,

PLUS CAPITAL AND OPERATING CHARGES, PLUS A FAIR COST OF TRANSMISSION,
ALL AS DETERMINED BY THE DIRECTORS, AND SUBJECT TO CONDITIONS WHICH

-3- CSHB 442
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ASSURE THE RESALE OF THE POWER TO RETAIL CONSUMERS AT THE LOWEST
POSSIBLE PRICE], A contract for th>. sale, transmission and distribu—
tion of power generated by a project or any right to the capacity of
it shall provide

(1) for payment of the proportionate share of [ALL] operat—
ing and maintenance expenses of a project and costs of renewals,
replacements and improvements of it;

(2) for payment of the proportionate share of interest on
and amortization charges sufficient to retire bonds of the authority
issued for the project and reserves for them, plus a debt service
coverage factor as may be determined by the authority to be necessary
for the marketability of its bonds;

(3) for continuous control and operation of the project by
the authority or its agents;

(4) for full and complete disclosure to the authority of
all factors of cost in the transmission and distribution of power, so
that rates to any persons may be fixed initially in the contract and
may be adjusted from time to time on the basis of true cost data;

(5) for periodic revisions of the service and rates to
persons on the basis of ac.urate cost data obtained by the accounting
methods and systems approved by the directors and in furtherance and
effectuation of the policy declared in this chapter;

(6) for the cancellation and termination of a contract upon
violation of its terms by any person;

(7) for security for performance as the authority may
consider practicable and advisable, including provisions assuring the
continuance of the distribution and transmission of power generated by

a project, the use of their facilities for these purposes, and the

continuance of an outlet and adequate market for the power generated

CSHB 442 _4-



by the project;
(8) other terms not inconsistent with the provisions and

policy of this chapter as the authority may consider advisable.
[CONTRACTS TO SELL POWER ARE SUBJECT TO REVIEW BY THE ALASKA PUBLIC
UTILITIES COMMISSION.]

(b) The authority is not subject to the jurisdiction of the
Alaska Public Utilities Commission. Nothing in this chapter grants
the authority any jurisdiction over the services or rates of any
public utility or diminishes or otherwise alters the jurisdiction of
the Alaska Public Utilities Commission with respect to any public
utility, including any right the commission may have to review and
approve or disapprove contracts for the purchase of electricity by a
public utility.
Sec. 10. AS 44.56.110(a) 1is amended to read:

(a) In the discretion of the authority, an issue of bonds may be
secured by a trust indenture or trust agreement between the authority
and a corporate trustee (which may be a trust company, bank, or national
banking association, with corporate trust powers, located inside or
outside the state) or by a secured loan agreement or other instrument
or under a resolutiongiving powers to a corporate trustee by means of
which the authority may

(€D make and enter into any and all the covenants and
agreements with the trustee or the holders of the bonds which the
authority may determine to be necessary or desirable, including,
without limitation, covenants, provisions, limitations and agreements
as to
A) the application, investment, deposit, use and
disposition of the proceeds of bonds of the authority or of money

or other property of the authority or in which it has an interest;
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(B) the fixing and collection of rentals, charges,
fees or other consideration for, and the other terms to be incor—
porated in, contracts with respect to a project or to generated
power;

(C) the assignment by the authority of its rights in
contracts with respect to a project or to generated power or in
a mortgage or other security interest created with respect to a
project or generated power to a trustee for the benefit of
bondholders;

(D) the terms and conditions upon which additional
bonds of the authority may be issued;

(E) the vesting in a trustee of rights, powers, duties,
funds or property in trust for the benefit of bondholders,
including, without limitation, the right to enforce payment,
performance, and all other rights of the authority or of the
bondholders, under a lease, power of contract, contract of sale,
mortgage, security agreement, or trust agreement with respect to
a project by injunction [MANDAMUS] or other proceeding or by
taking possession of by agent or otherwise and operating a project
and collecting rents or other consideration and applying the same
in accordance with the trust agreement;

(2) pledge, mortgage or assign money, leases, agreements,

property or other rights or assets of the authority either presently

in hand or to be received in the future, or both; and

(3) provide for any other matters of like or different

character which in any way affect the security or protection of the

bonds.

11. AS 44.56.110(d) is amended to read:

(d) If the authority decides to issue bonds secured by such a



by the project;

(8) other terms not inconsistent with the provisions
policy of this chapter as the authority may consider advisable.
[CONTRACTS TO SELL POWER ARE SUBJECT TO REVIEW BY THE ALASKA PUBLIC
UTILITIES COMMISSION.]

((»)) The authority 1is not subject to the jurisdiction of the
Alaska Public Utilities Commission. Nothing in this chapter grants
the authority any jurisdiction over the services or rates of any
public utility or diminishes or otherwise alters the jurisdiction of
the Alaska Public Utilities Commission witn respect to any public
utility, 1including any right the commission may have to review and
approve or disapprove contracts for the purchase of electricity by a
public utility.

Sec. 10. AS 44.56.110(a) 1is amended to read:

and

(a) In the discretion of the authority, an issue of bonds may be

secured by a trust indenture or trust agreement between the authority
and a corporate trustee (which may be a trust company, bank, or national
banking association, with corporate trust powers, located inside or
outside the state) or by a secured loan agreement or other instrument

or under a resolution giving powers to a corporate trustee by means of

which the authority may

(€)) make and enter into any and all the covenants and

agreements with the trustee or the holders of the bonds which the
authority may determine to be necessary or desirable, including,
without limitation, covenants, provisions, limitations and agreements
as to
(A) the application, investment, deposit, use and
disposition of the proceeds of bonds of the authority or of money

or otherproperty of the authority or in which it has an interest;
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capital reserve fund, the bonds may not be issued if the amount in the
capital reserve fund is less than such an amount [A PER CI.NT, NOT
EXCEEDING 10 PER CENT OF THE PRINCIPAL AMOUNT OF ALL OF THOSE BONDS
SECURED BY THAT CAPITAL RESERVE FUND THEN TO BE ISSUED AND THEN OUT—
STANDING IN ACCORDANCE WITH THEIR TERMS,1 as may be established by
resolution of the authority (called the "capital reserve fund require—
ment"™) , unless the authority, at the time of issuance of the obliga—
tions, deposits in the capital reserve fund from the proceeds of the
obligations to be issued or from other sources, an amount which,
together with the amount then in the fund, will not be less than the
capital reserve fund requirement.

Sec. 12. AS 44.56.150 is amended to read:

Sec. 44.56.150. TAX EXEMPTION. All property of the authority is
public property devoted to an essential public and governmental func-—
tion and purpose and is exempt from all taxes of the state or a politi—
cal subdivision of the state; however, the authority shall make payments
in place of taxes in amounts equal to the real and personal property
taxes which would be assessed on its real and personal property by
each political subdivision in which its property is located to the
same extent as if that property were private property and the authority
were a non-public corporation. All bonds issued under this chapter
are 1issued by a body corporate and public of this state and for an
essential public and governmental purpose and the bonds and the
interest and income on and from the bonds and all income of the autho-—
rity are exempt from taxation except for transfer, 1inheritance and
estate taxes.

Sec. 13. AS 44.56.170 is repealed and re-enacted to read:

Sec. 44.56.170. FUND ESTABLISHED; LOANS. (a) There 1is estab—

lished as a separate fund the power project revolving fund which shall

_7- CSHB 442



be administered by the authority as a trust fund separate and distinct
from any other money or funds of the authority, and which shall be com—
posed of appropriated funds and interest earned on loans by the fund.

(b) The authority may make loans from the fund to electric
utilities, cities, boroughs, village corporations, village councils,
and nonprofit marketing cooperatives to pay the costs of feasibility
studies, preconstruction engineering, design, construction, equipping,
modification and expansion of power projects and for other energy re—
quirements or conservation including but not limited to geothermal,
solar, hydroelectric or wind power energy production, and waste energy
conservation.

(c) Before making any loans from the power project revolving
fund, the authority shall by regulation specify the standards for
those loans with respect to the following:

(1) criteria regarding the eligibility of borrowers and of
types of projects;

(2) standards regarding the technical and economic viability
and revenue self-sufficiency of eligible projects;

(3) interest rates and other terms and conditions, and col—
lateral or any other security required for loans; and

(4) other relevant criteria, standards, or procedures.

(d) Regulations proposed for adoption under this section shall
be submitted to the governor for his review and for review by other
appropriate agencies.

(e) Any loan made by the authority must be made according to the
standards, criteria, and procedures established by regulation under
this section.

Sec. 14. AS 44.56.180 is amended to read:
Sec. 44.56.180. PROPOSAL AND CONSTRUCTION OF PROJECTS. The



authority shall submit a statement outlining the general design,
demonstration of financial feasibility, and maximum amount of bonds
estimated to be necessary for each new project to the governor and the
legislature [AND THE COMMISSIONER OF COMMERCE AND ECONOMIC DEVELOPMENT],
together with a statement that the authority intends to design, acquire
and construct the project itself or that it intends that the project

be designed, acquired or constructed by the United Stal or another
person under agreement with the authority providing for ownership of

all or a portion of the project by the authority or of a right to the
capacity of it. If the legislature adopts a joint resolution approving
the general design and maximum amount of bonds, the authority shall, in
accordance with the terms of the joint resolution, (1) proceed to
design, acquire and construct the new project, or (2) agree with the
United States or other person for design, acquisition and construction
of the project by the United States, for payments to the United States
or other person for such design, acquisition and construction, reimburse
ment by the United States or other person in certain events, and other—
wise on the terms and conditions as may be set out in such agreement.

If the new project is to be designed, acquired and constructed by the
authority, it shall be designed, acquired and constructed as a public
work of the state except that public bidding shall not be required, if
the authority so determines on projects in excess of $50,000,000. For
the purpose of this section a new project does not include an addition
or modification to an existing project if the total cost of the addition
or modification does not exceed $1,000,000, to any repair or reconstruc—
tion of a project, or to any design, acquisition or construction neces—

sary to complete a project for which bonds previously authorized by the
legislature have been issued. Any such addition, modification, repair,

reconstruction, design, acquisition or construction may be undertaken by
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the authority without any of the approvals necessary for a new project.

Sec. 15. AS 44.56.180 is amended by adding new subsections to read:

(b) Any power project proposal requiring approval by the legis—

lature under this chapter, together with supporting data, analyses,
and findings of the authority, must be submitted to the governor for
review as provided in this chapter. The proposal shall contain find—
ings of fact by the authority regarding the following items:

(1) the consistency of the project or action with the long—
term electric power development plan and with relevant state laws and
policies;

(2) the balance of benefits and costs to /L.ika, including
environmental and social costs, and the ability of the project to
generate sufficient revenues to be self-supporting;

(3) whether a project which will physically impinge upon a
park, wildlife refuge, registered historic site, critical habitat area,
or state land classified for public recreation, has a feasible alter—
native project design or site;

(4) whether any alternative to the project oraction which
would result in comparable volumes of power ata lower cost has been
rejected because the authority finds that social, cultural, or environ-—
mental considerations justify rejection; and

(5) the way in which the authority®"s policies and its pro—
posed action affect the following policy areas:

(A) the use of power development, power pricing, and
marketing policies to achieve the social, economic, and energy

conservation goals of the state;
(B) policies concerning the allocation of state fossil

fuels, land, water resources, and other natural resources to power

development;

442 -10-



(C) facility siting policies and the conformity of
project proposals to federal, state, and local land use and
community development plans and policies;

(D) rural electrification policies as they affect
regional growth;

(BE) reliability standards and quality-of-service
policies of the authority including reserve capacity levels and
back-up system capabilities;

(F) authority environmental policies to insure that
project proposals conform to state environmental policies; and

(G) any other policy matters relevant to the actions of
the authority.
©) Recognizing the crucial role of power demand estimates in

analyses and project evaluations, any estimates or projections of
future electrical power demands produced or used by the authority must
be submitted to the governor for his review and the review of appro—
priate state agencies.

Sec. 16. AS 44.56.210 is amended by adding a new subsection to read:

(b) The authority shall, by the 15th day of each regular legis—
lative session, present to the legislature a report detailing project
status, original costs and projected costs, particularly highlighting
any costs in excess of the original cost estimates submitted for each
project when that project was originally approved by the legislature.
Sec. 17. AS 44.56 is amended by adding a new section to read:

Sec. 44.56.224. LONG-TERM PLAN. The Department of Commerce and
Economic Development, assisted by the authority, shall prepare, and as
appropriate revise, a long-term electrical power development plan for
meeting projected electrical energy demand in Alaska at the lowest

feasible cost, including environmental and social costs, consistent
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with acceptable standards of reliability. The plan must include, but
is not limited to, considerations specified in sec. 180(b) of this
chapter. In preparing and revising the plan, the department shall
obtain and consider, through appropriate public input processes, the
expertise and views of local governments, electrical utilities, industry,
labor, consumer, and environmental advocacy groups and other interested
members of the public. The plan and any revision of it must be sub-—
mitted to the governor for his review and for review by all appropriate
state agencies. The department shall adopt the plan if it is shown to
be consistent with state policy and if it is approved by the governor.
The plan shall be submitted to the legislature for information immediate!
following adoption.
Sec. 18. AS 44,56.230(4) 1is amended to read:

4) "power project" or "project" means a plant, works,
system, facility, water rights, fuel deposits or sources, and real
estate and personal property of any nature whatsoever, together with
all facilities and appurtenances related to them or necessary for the
purposes of them used or useful in the generation” by means of any
feasible technology, [WATER OR FOSSIL FUEL] of electric power and the
production, transmission, purchase, sale, exchange and interchange of
electric power, and shall include any interest in them, whether divided
or undivided, or any right to the capacity of themj_ [.]
Sec. 19. AS 44.56.230 is amended by adding a new paragraph to read:

(6) "person”™ includes a public agency in addition to the
entities set out in AS 01.10.060(7).-

Sec. 20. AS 44.56,050 is repealed.
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For an Act entitled:
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HOUSE BILL NO. 442

Introduced: 4/6/77
Referred: Commerce and
Finance

BY THE RULES COMMITTEE BY
REQUEST OF THE GOVERNOR

IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - FIRST SESSION

A BILL

"An Act relating to the Alaska Power Authority."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1.

costs and
developing power projects
tated by the creation of an

to construct,

©)

AS 44.56.010(a)(3)

the achievement

is amended to read:

of the goals of lower consumer power

long-term economic growth and of establishing, operating and
in the state will be accelerated and facili—
instrumentality of the state with powers

acquire, finance, and [INCUR DEBT FOR CONSTRUCTING, AND

WITH POWERS TO] operate[,] power projects.

* Sec.

shall

2.

Sec.

AS 44.56.030

44.56.030.

is repealed and re-enacted to read:

MEMBERSHIP OF THE AUTHORITY. (a> The authority

consist of the following directors:

(1) four

for four-year terms,

resources,

(b)

directors at large to be appointed by the governor

one of whom shall be appointed as chairman;

(2) the commissioner of commerce and economic development.

The commissioners of community and regional affairs, natural

public works,

and revenue shall serve as non-voting members

of the board of directors of the authority.

* Sec.

3.

Sec.

AS 44.56 1is amended by adding a new section to read:

44 .56.045.

AND DIRECTORS.  (a)

QUALIFICATIONS, POWERS, AND DUTIES OF OFFICERS

The directors at large must be residents and

qualified voters of Alaska, shall comply with the requirements of AS

39.50 (conflict of

tise

in

industrial,

interests), and shall

be selected for their exper—

corporate or other matters relevant to the autho-

-1-

HB 442



16

18

19

23

24

26

27

28

29

rity. The four original directors at large have terms of one, two,
three, and four years, respectively. The directors at large, including
the chairman, serve at the pleasure of the governor.

(b) A vacancy in a directorship occurring other than by expira—
tion of a term shall be filled in the same manner as the original
appointment, but for the unexpired portion of the term only.

(c) The directors may elect other officers they consider desirable
The powers of the authority are vested in the directors. Three
directors constitute a quorum. Action may be taken and motions and
resolutions adopted by the authority at a meeting by the affirmative
vote of at least three members entitled to vote.

(d) The directors at large and the chairman serve without compen—
sation, but they are entitled to receive the same per diem and travel
allowances as provided by law for members of other boards and com—
missions .

(e) The authority shall employ a general manager who may, with
the approval of the authority, employ additional staff as necessary.

In addition to its staff of regular employees, the authority may
contract for and engage the services of legal and bond counsel, consul —
tants, experts, and financial and technical advisors the authority
considers necessary for the purpose of conducting studies, investiga—
tions, hearings, or other proceedings. The board of directors shall
establish the compensation of the general manager.

Sec. A. AS AA.56.070 is amended to read:

Sec. AA.56.070. PURPOSE OF THE AUTHORITY. The purpose of the
authority is to promote, develop and advance the general prosperity
and economic welfare of the people of Alaska by providing a means of

constructing, acquiring, financing and operating power [HYDROELECTRIC

AND FOSSIL FUEL GENERATING] projects employing any economically feasible

HB AA2 -2-



technology.
Sec. 5. AS 44.56.080(5) 1is amended to read:

(5) to acquire, whether by construction, purchase, gift or
lease, and to improve, equip” [AND] operate, and maintain power pro-—
jects;

Sec. 6. AS 44.56.080(8) is amended to read:

(3) to accept gifts, grants or loans from, and enter into
contracts or other transactions regarding them, with a public agency
or other person [FEDERAL AGENCY OR AN AGENCY OR INSTRUMENTALITY OF THE
STATE, MUNICIPALITY, PRIVATE ORGANIZATION OR OTHER SOURCE];

Sec. 7. AS 44.56.080(11) 1is amended to read:

(1D to enter into contracts [FOR THE PURCHASE, SALE,
EXCHANGE, TRANSMISSION, OR USE OF POWER GENERATED BY A PROJECT, OR ANY
RIGHT TO THE CAPACITY OF IT] with any person and with the United
States, and, subject to the laws of the United States and subject to
the concurrence of the legislature, with a foreign country or its
agencies for the purchase, sale, exchange, transmission, or use of
power from a project, or any right to capacity of it;

Sec. 8. AS 44.56.080(13) 1is amended to read:

(13) to perform feasibility studies with respect to [HY-—

DROELECTRICAL AND FOSSIL FUEL] power generating projects;
Sec. 9. AS 44.56.090 is amended to read:

Sec. 44.56.090. POWER CONTRACTS AND THE ALASKA PUBLIC UTILITIES
COMMISSION. (a) The authority shall, 1in addition to other methods
which it may find advantageous, provide that municipal electric, rural
electric, cooperative electric, or private electric utilities and
regional electric authorities”® [OR] other persons authorized by law to
engage in the distribution of electricity, or bulk industrial purchasers

of electricity outside the distribution area of any such utility or

3 HB 442



authority [POWER] may secure a reasonable share of the power generated
by a project, or any interest in a project [IT], or for any right to
the power [CAPACITY OF IT] and shall, except for bulk industrial
purchasers, sell the power or cause the power to be sold at the lowest
practicable prices which cover the full cost of the electricity or
services, 1including capital and operating costs, debt coverage as
considered appropriate by the authority, and other charges that may be
authorized by this chapter [PRICES REPRESENTING COST OF GENERATION,
PLUS CAPITAL AND OPERATING CHARGES, PLUS A FAIR COST OF TRANSMISSION,
ALL AS DETERMINED BY THE DIRECTORS, AND SUBJECT TO CONDITIONS WHICH
ASSURE THE RESALE OF THE POWER TO RETAIL CONSUMERS AT THE LOWEST
POSSIBLE PRICE], A contract for the sale, transmission and distribu—
tion of power generated by a project or any right to the capacity of
it shall provide

(¢)) for payment of the proportionate share of [ALL] operat—
ing and maintenance expenses of a project and costs of renewals,
replacements and improvements of it;

(z) for payment of the proportionate share of interest on
and amortization charges sufficient to retire bonds of the authority
issued for the project and reserves for them, plus a debt service
coverage factor as may be determined by the authority to be necessary
for the marketability of its bonds;

(3) for continuous control and operation of the project by
the authority or its agents;

(4) for full and complete disclosure to the authority of
all factors of cost in the transmission and distribution of power, so
that rates to any persons may be fixed initially in the contract and
may be adjusted from time to time on the basis of true cost data;

(5) for periodic revisions of the services and rates to
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persons on the basis of accurate cost data obtained by the accounting
methods and systems approved by the directors and in furtherance and
effectuation of the policy declared in this chapter;

(6) for the cancellation and termination of a contract upon
violation of its terms by any person;

(7) for security for performance as the authority may
consider practicable and advisable, including provisions assuring the
continuance of the distribution and transmission of power generated by
a project, the use of their facilities for these purposes, and the
continuance of an outlet and adequate market for the power generated
by the project;

(8) other terms not inconsistent with the provisions and
policy of this chapter as the authority may consider advisable.
[CONTRACTS TO SELL POWER ARE SUBJECT TO REVIEW BY THE ALASKA PUBLIC
UTILITIES COMMISSION.]

((»)) The authority is not subject to the jurisdiction of the
Alaska Public Utilities Commission. Nothing in this chapter grants
the authority any jurisdiction over the services or rates of any
public utility or diminishes or otherwise alters the jurisdiction of
the Alaska Public Utilities Commission with respect to any public
utility, including any right the commission may have to review and
approve or disapprove contracts for the purchase of electricity by a
public utility.

Sec. 10. AS 44.56.110(a) is amended to read:

() In the discretion of the authority, an issue of bonds may be
secured by a trust indenture or trust agreement between the authority
and a corporate trustee (which may be a trust company, bank, or national

banking association, with corporate trust powers, located inside or

outside the state) or by a secured loan agreement or other instrument
HB 442



or under a resolution giving powers to a corporate trustee by means of
which the authority may

(€)) make and enter into any and all the covenants and
agreements with the trustee or the holders of the bonds which the
authority may determine to be necessary or desirable, including,
without limitation, covenants, provisions, limitations and agreements
as to

(A) the application, investment, deposit, use and
disposition of the proceeds of bonds or the authority or of money
or other property of the authority or in which it has an interest;

(B) the fixing and collection of rentals, charges,
fees or other consideration for, and the other terms to be incor—
porated in, contracts with respect to a project or to generated
power;

(C) the assignment by the authority of its rights in
contracts with respect to a project or to generated power or in
a mortgage or other security interest created with respect to a
project or generated power to a trustee for the benefit of
bondholders;

(D) the terms and conditions upon which additional
bonds of the authority may be issued;

(E) the vesting in a trustee of rights, powers, duties,
funds or property in trust for the benefit of bondholders,
including, without Ilimitation, the right to enforce payment,
performance, and all other rights of the authority or of the
bondholders, under a lease, power of contract, contract of sale,
mortgage, security agreement, or trust agreement with respec®= to
a project by injunction [MANDAMUS] or other proceeding or by
taking possession of by agent or otherwise and operating a project

HB 442 "6*



20

27

24

25

27

and collecting rents or other consideration and applying the same

in accordance with the trust agreement;

(2) pledge, mortgage or assign money, leases, agreements,
property or other rights or assets of the authority either presently
in hand or to be received in the future, or both; and

(3) provide for any other matters of like or different
character which in any way affect the security or protection of the
bonds.

Sec. 11. AS 44.56.110(d) is amended to read:

(@ If the authority decides to issue bonds secured by such a
capital reserve fund, the bonds may not be issued if the amount in the
capital reserve fund is less than such an amount [A PER CENT,NOT
EXCEEDING 10 PER CENT OF THE PRINCIPAL AMOUNT OF ALL OF THOSEBONDS
SECURED BY THAT CAPITAL RESERVE FUND THEN TO BE ISSUED AND THEN OUT—
STANDING IN ACCORDANCE WITH THEIR TERMS,] as may be established by
resolution of the authority (called the "capital reserve fund require—
ment"), unless the authority, at the time of issuance of the obliga—
tions, deposits in the capital reserve fund from the proceeds of the
obligations to be issued or from other sources, an amount which,
together with the amount then in the fund, will not be less than the
capital reserve fund requirement.

Sec. 12. AS 44.56.150 is amended to read:

Sec. 44.56.150. TAX EXEMPTION. All property of the authority is
public property devoted to an essential public and governmental func-—
tion and purpose and is exempt from all taxes of the state or a politi—
cal subdivision of the state; however, the authority shall make payments
in place of taxes in amounts equal to the real and personal property
taxes which would be assessed on its real and personal property by
each political subdivision in which its property is located tothe
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same extent as if that property were private property and the authority
were a non-public corporation. All bonds issued under this chapter

are issued by a body corporate and public of this state and for an
essential public and governmental purpose and the bonds and the
interest and income on and from the bonds and all income of the autho—
rity are exempt from taxation except for transfer, inheritance and
estate taxes.

Sec. 13. AS 44.56.170 is repealed and re-enacted to read:

Sec. 44.56.170. FUND ESTABLISHED; LOANS, (a) There is estab—
lished as a separate fund the power project revolving fund which shall
be administered by the authority as a trust fund separate and distinct
from any other money or funds of the authority, and which shall be
composed of appropriated funds and interest earned on loans by the
fund.

(b) The authority may make loans from the fund to electric
utilities, cities, boroughs, village corporations, village councils,
and nonprofit marketing cooperatives to pay the costs of feasibility
studies, preconstruction engineering, design, and construction of
power projects.

(c) Before making any loans from the power project revolving
fund, the authority shall by regulation specify the standards for
those loans with respect to the following:

(1) criteria regarding the eligibility of borrowers and of
types of projects;

(2) standards regarding the technical and economic viability
and revenue self-sufficiency of eligible projects;

(3) interest rates and other®"terms and conditions, and col—

lateral or any other security required for loans; and

(4) other relevant criteria, standards, or procedures.

HB 442 _g-



25
26
27
28

29

(d) Regulations proposed for adoption under this section shall
be submitted to the governor for his review and for review by other
appropriate agencies. The regulations shall be adopted if they are
shown to be consistent with the long-term electric power development
plan and with state policy and if they are approved by the governor.

(e) Any loan made by the authority must be made according to the
standards, criteria, and procedures established by regulation under
this section, and must be consistent with the long-term electric power
development plan and state policy.

(f) Any single loan, or group of loans to a single borrower,
proposed to be made from the fund under this section exceeding
$1,000,000 must be submitted to the governor for review and approval.
Sec. 14. AS 44.56.180 1is amended to read:

Sec. 44.56.180. PROPOSAL AND CONSTRUCTION OF PROJECTS. (aj The
authority shall submit a statement outlining the general design,
demonstration of financial feasibility, and maximum amount of bonds
estimated to be necessary for each new project to the governor and the
legislature [AND THE COMMISSIONER OF COMMERCE AND ECONOMIC DEVELOPMENT],
together with a statement that the authority intends to design, acquire
and construct the project itself or that it intends that the project
be designed, acquired or constructed by the United States or another
person under agreement with the authority providing for ownership of
all or a portion of the project by the authority or of a right to the
capacity of it. If the governor approves the project upon making
specific findings under (b) of this section, and if the legislature
adopts a joint resolution approving the general design and maximum
amount of bonds, the authority shall, in accordance with the terms of

the joint resolution, (1) proceed to design, acquire and construct

the new project, or (2) agree with the United States or other person
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for design, acquisition and construction of the project by the United
States, for payments to the United States or other person for such
design, acquisition and construction, reimbursement by the United
States or other person in certain events, and otherwise on the terms
and conditions as may be set out in such agreement. If the new project
is to be designed, acquired and constructed by the authority, it shall
be designed, acquired and constructed as a public work of the state
except that public bidding shall not be required, 1if the authority so
determines on projects in excess of $50,000,000. For the purpose of
this section a new project does not include an addition or modification
to an existing project if the total cost of the addition or modification
does not exceed $1,000,000, to any repair or reconstruction of a
project, or to any design, acquisition or construction necessary to
complete a project for which bonds previously authorized by the legis—
lature have been issued. Any such addition, modification, repair,
reconstruction, design, acquisition or construction may be undertaken
by the authority without any of the approvals necessary for a new
proj ect.

* Sec. 15. AS 44.56.180 is amended by adding new subsections to read:

(b Any power project proposal requiring approval by the legis—
lature under this chapter, together with supporting data, analyses,
and findings of the authority, must be submitted to the governor for
review as provided in this chapter at least 60 days before submission
of these materials to the legislature. Mo project may be undertaken
v/ithout the written approval of the governor in which writing the
governor makes findings of fact regarding the items listed in this
subsection and transmits those findings to the legislature:
(€H) the consistency of the project or action with the long—

term electric power development plan and with relevant state laws and
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policies;

(2) the balance of benefits and costs to Alaska, including
environmental and social costs, and the ability of the project to
generate sufficient revenues to be self-supporting;

(3) whether a project which will physically impinge upon a
park, wildlife refuge, registered historic site, critical habitat area,
or state land classified for public recreation, has a feasible alter—
native project design or site;

(4) whether any alternative to the project oraction which
would result in comparable volumes of power ata lower cost has been
rejected because the authority finds that social, cultural, or environ-—
mental considerations justify rejection; and

(5) the way in which the authority®"s policies and its pro—
posed action affect the following policy areas:

(A) the use of power development, power pricing, and
marketing policies to achieve the social, economic, and energy
conservation goals of the state;

(B) policies concerning the allocation of state fossil
fuels, land, water resources, and other natural resources to power
development;

(C) facility siting policies and the conformity of
project proposals to federal, state, and local land use and
community development plans and policies;

(®) rural electrification policies as they affect
regional growth;

(E) reliability standards and quality-of-service
policies of the authority including reserve capacity levels and
back-rp system capabilities;

(F) authority environmental policies to insure that
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project proposals conform to state environmental policies; and
) any other policy matters relevant to the actions
the authority.

(©) Recognizing the crucial role of power demand estimates in
analyses and project evaluations, any estimates or projections of
future electrical power demands produced or used by the authority must
be submitted to the governor for his review and the review cf appro—
priate state agencies. No projection which 1is noL approved by the
governor may be used to justify and support a pr-oject proposal.

Sec. 16. AS 44.5G. 2.10 is repealed and re-enacted to read;

Sec. 44.56.210. APPROPRIATIONS AND REPORTS. (a) Notwithstanding
any other provision in this chapter, the authority is subject to the
provisions of the Executive Budget Act (AS 37.07).

() The authority shall, by the 15tii day of each regular legis—
lative session, present to the legislature a report detailing project
status, original costs and projected costs, particularly highlighting
any costs in excess of the original cost estimates submitted for each
project when that, project was originally approved by the legislature.
See. 17. AS 44.56 is amended by adding a new section to read:

Sec. 44.56.224. LONG-TERM PLAN. The Department of Commerce and
Economic Development, assisted by the authority, shall prepare, and as
appropriate revise, a long-term electrical power development plan for
meeting projected electrical energy demand in Alaska at the lowest
feasible cost, including environmental and social costs, consistent
with acceptable standards of reliability. The plan must include, but
is not limited to, considerations specified in sec. 180(b) of this
chapter. In preparing and revising the plan, the department shall
obtain and consider, through appropriate public input processes, the

expertise and views of local governments, electrical utilities,

of
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industry, Jlabor, consumer, and environmental advocacy groups and other
interested members of the public. The plan and any revision of it
must be submitted to the governor for his review and for review by all
appropriate state agencies. The department shall adopt the plan if it
is shown to be consistent with state policy and if it is approved by

the governor.

Sec. 18. AS 44.56.230(4) is amended to read:

4 "power project” or "project™ means a plant, works,

system, facility, water rights, fuel deposits or sources, and real
estate and personal property of any nature whatsoever, together with
all facilities and appurtenances related to them or necessary for the
purposes of them used or useful in the generation” by means of any
economically feasible technology, [WATER OR FOSSIL FUEL] of electric
power and the production, transmission, purchase, sale, exchange and
interchange of electric power, and shall include any interest in thenm,
whether divided or undivided, or any right to the capacity of them;

Sec. 19. AS 44.56.230 is amended by adding a new paragraph to read:

(6) "person” includes a public agency in addition to the

entities set out in AS 01.10.060(7).

* Sec. 20. AS 44.56.050 and 44.56.110(b) are repealed.
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Introduced: 4/6/77
Referred: Commerce and

% Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 442
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Power Authority,"”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.56.010(a)(3) 1is amended to read:

3) the achievement of the goals of lower consumer
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 construct, acquire, finance, and [INCUR DEBT FOR CONSTRUCTING, AND
WITH POWERS TO] operate[,] power projects.

* Sec. 2. AS 44.56.030 is repealed and re-enacted to read:
Sec. 44.56.030. MEMBERSHIP OF THE AUTHORITY. (@) The authority
shall consist of the following directors:

(1) four directors at large to be appointed by the governor
for four-year terms, one of whom shall be appointed as chairman;

(2) the commissioner of commerce and economic development.

(b) The commissioners of community and regional affairs, natural
resources, public works, and revenue shall serve as non-voting members
of the board of directors of the authority.

* Sec. 3. AS 44.56 is amended by adding a new section to read:

Sec. 44.56.045. QUALIFICATIONS, POWERS, AND DUTIES OF OFFICERS
AND DIRECTORS. (@) The directors at large must be residents and
qualified voters of Alaska, shall comply with the requirements of AS

39.50 (conflict of interests), and shall be selected for their exper—

tise in industrial, corporate or other matters relevant to the autho-
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rity. The four original directors at large have terms of one, two,
three, and four years, respectively. The directors at large, including
the chairman, serve at the pleasure of the governor.

(b) A vacancy in a directorship occurring other than by expira—
tion of a term shall be filled in the same manner as the original
appointment, but for the unexpired portion of the term only.

(c) The directors may elect other officers they consider desirable
The powers of the authority are vested in the directors. Three
directors constitute a quorum. Action may be taken and motions and
resolutions adopted by the authority at a meeting by the affirmative
vote of at least three members entitled to vote.

(d) The directors at large and the chairman serve without compen—
sation, but they are entitled to receive the same per diem and travel
allowances as provided by law for members of other boards and com—
missions ,

(e) The authority shall employ a general manager who may, with
the approval of the authority, employ additional staff as necessary.

In addition to its staff of regular employees, the authority may
contract for and engage the services of legal and bond counsel, consul—
tants, experts, and financial and technical advisors the authority
considers necessary for the purpose of conducting studies, investiga—
tions, hearings, or other proceedings. The board of directors shall
establish the compensation of the general manager.

Sec, 4. AS 44.56.070 is amended to reald:

Sec. 44.56.070. PURPOSE OF THE AUTHORITY. The purpose of the
authority is to promote, develop and advance the general prosperity
and economic welfare of the people of Alaska by providing a means of
constructing, acquiring, financing and operating power [HYDROELECTRIC

AND FOSSIL FUEL GENERATING! projects employing any economically feasible
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technology.

Sec. 5. AS 44.56.080(5) 1is amended to read:

(5) to acquire, whether by construction, purchase, gift or

lease, and to improve, equip”™ [AND] operate, and maintain power pro—
jects;
Sec. 6. AS 44.56.080(8) 1is amended to read:

(8) to accept gifts, grants or loans from, and enter into
contracts or other transactions regarding them, with a public agency
or other person [FEDERAL AGENCY OR AN AGENCY OR INSTRUMENTALITY OF THE
STATE, MUNICIPALITY, PRIVATE ORGANIZATION OR OTHER SOURCE];

Sec. 7. AS 44.56.080(11) is amended to read:

(11) to enter into contracts [FOR THE PURCHASE, SALE,
EXCHANGE, TRANSMISSION, OR USE OF POWER GENERATED BY A PROJECT, OR ANY
RIGHT TO THE CAPACITY OF IT] with any person and with the United
States, and, subject to the laws of the United States and subject to
the concurrence of the legislature, with a foreign country or its
agencies for the purchase, sale, exchange, transmission, or use of
power from a project, or any right to capacity of it;

Sec. 8. AS 44.56.080(13) is amended to read:

(13) to perform feasibility studies with respect to [HY-—
DROELECTRICAL AND FOSSIL FUEL] power generating projects;

Sec. 9. AS 44.56.090 is amended to read:

Sec. 44.56.090. POWER CONTRACTS AND THE ALASKA PUBLIC UTILITIES
COMMISSION. (a) The authority shall, in addition to other methods
which it may find advantageous, provide that municipal electric, rural
electric, cooperative electric, or private electric utilities and
regional electric authorities™ [OR] other persons authorized by law to
engage in the distribution of electricity, or bulk industrial purchasers

of electricity outside the distribution area of any such utility or
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authority [POWER] may secure a reasonable share of the power generated

by a project, or any interest in a project [IT], or for any right to
the power [CAPACITY OF IT] and shall, except for bulk industrial
purchasers, sell the power- or cause the power to be sold at the lowest
practicable prices which cover the full cost of the electricity or
services, including capital and operating costs, debt coverage as

considered appropriate by the authority, and other charges that may be
authorized by this chapter [PRICES REPRESENTING COST OF GENERATION,
PLUS CAPITAL AND OPERATING CHARGES, PLUS A FAIR COST OF TRANSMISSION,
ALL AS DETERMINED BY THE DIRECTORS, AND SUBJECT TO CONDITIONS WHICH
ASSURE THE RESALE OF THE POWER TO RETAIL CONSUMERS AT THE LOWEST
POSSIBLE PRICE], A contract for the sale, transmission and distribu-
tion of power generated by a project or any right to the capacity of
it shall provide

(1) for payment of the proportionate share of [ALL] operat-
ing and maintenance expenses of a project and costs of renewals,
replacements and improvements of it;

(2) for payment of the proportionate share of interest on
and amortization charges sufficient to retire bonds of the authority
issued for the i-roject and reserves for them, plus a debt service

coverage factor as may be determined by the authority to be necessary

for the marketability of its bonds;

(3) for continuous control and operation of the project by
the authority or its agents;

(4) for full and complete disclosure to the authority of
all factors of cost in the transmission and distribution of power, so
that rates to any persons may be fixed initially in the contract and

may be adjusted from time to time on the basis of true cost data;

(5) for periodic revisions of the services and rates to
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persons on the basis of accurate cost data obtained by the accounting
methods and systems approved by the directors and in furtherance and
effectuation of the policy declared in this chapter;

(6) for the cancellation and termination of a contract upon
violation of its terms by any person;

(7) for security for performance as the authority may
consider p" .icticable and advisable, including provisions assuring the
continuance of the distribution and transmission of power generated by
a project, the use of their facilities for these purposes, and the
continuance of an outlet and adequate market for the power generated
by the project;

3) other terms not inconsistent with the provisions and
policy of this chapter as the authority may consider advisable.
[CONTRACTS TO SELL POWER ARE SUBJECT TO REVIEW BY THE ALASKA PUBLIC
UTILITIES COMMISSION.]

(b) The authority is not subject to the jurisdiction of the
Alaska Public Utilities Commission. Nothing in this chapter grants
the authority any jurisdiction over the services or rates of any
public utility or diminishes or otherwise alteis the jurisdiction of
the Alaska Public Utilities Commission with respect to my public
utility, including any right the commission may have to review and
approve or disapprove contracts for the purchase of electricity by a
public utility.

Sec. 10. AS 44.56.110(a) is amended to read:

() In the discretion of the authority, an issue of bonds may be
secured by a trust indenture or trust agreement between the authority
and a corporate trustee (which may be a trust company, bank, or national

banking association, with corporate trust powers, located inside or

outside the state) or by a secured loan agreement or other instrument
S HB 442
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or under a resolution giving powers to a corporate trustee by means of

which

the authority may

(1) makeand enter into any and all the covenants and

agreements with the trustee or the holders of the bonds which the

autho

rity may determine to be necessary or desirable, including,

without limitation, covenants, provisions, limitations and agreements

as to

HB 442

(A) the application, investment, deposit, use and
disposition of the proceeds of bonds of the authority or of money
or other property of the authority or in which it has an interest;

(B) the fixing and collection of rentals, charges,
fees or other consideration for, and the other terms to be incor—
porated in, contracts with respect to a project or to generated
power ;

(C) the assignment by the authority of its rights in
contracts withrespect to a project or to generated power or in
a mortgage or other security interest created with respect to a
project or generated power to a trustee for the benefit of
bondholders;

(D) the terms and conditions upon which additional
bonds of the authority may be issued;

(E) the vesting in a trustee of rights, powers, duties,
funds or property in trust for the benefit of bondholders,
including, without limitation, the right to enforce payment,
performance, and all other rights of the authority or of the
bondholders, under a lease, power of contract, contract of sale,
mortgage, security agreement, or trust agreement with respect to
a project by injunction [MANDAMUS] or other proceeding or by

taking possession of by agent or otherwise and operating a project
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and collecting rents or other consideration and applying the same

in accordance with the trust agreement;

(2) pledge, mortgage or assign money, leases, agreements,
property or other rights or assets of the authority either presently
in hand or to be received in the future, or both; and

(3) provide for any other matters of like or different
character which in any way affect the security or protection of the
bonds.

Sec. 11. AS 44.56.110(d) is amended to read:

() If the authority decides to issue bonds secured by such a
capital reserve fund, the bonds may not be issued if the amount in the
capital reserve fund is less than such an amount [A PER CENT,NOT
EXCEEDING 10 PER CENT OF THE PRINCIPAL AMOUNT OF ALL OF THOSEBONDS
SECURED BY THAT CAPITAL RESERVE FUND THEN TO BE ISSUED AND THEN OUT —
STANDING IN ACCORDANCE WITH THEIR TERMS,] as may be established by
resolution of the authority (called the "capital reserve fund require—
ment"), unless the authority, at the time of issuance of the obliga—
tions, deposits in the capital reserve fund from the proceeds of the
obligations to be issued or from other sources, an amount which,
together with the amount then in the fund, will not be less than the
capital reserve fund requirement.

Sec. 12. AS 44.56.150 is amended to read:

Sec. 44.56.150. TAX EXEMPTION. All property of the authority is
public property devoted to an essential public and governmental func-—
tion and purpose and is exempt from all taxes of the state or a politi—
cal subdivision of the state; however, the authority shall make payments
in place of taxes in amounts equal to the real and personal property

taxoo which would be assessed on its real and personal property by
each political subdivision in which its property is located tothe
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same extent as if that property were private property and the authority
were a non-public corporation. All bonds issued under this chapter

are issued by a body corporate and public of this state and for an
essential public and governmental purpose and the bonds and the
interest and income on and from the bonds and all income of the autho—
rity are exempt from taxation except for transfer, inheritance and
estate taxes.

Sec. 13. AS 44.56.170 is repealed and re-enacted to read:

Sec. 44.56.170. FUND ESTABLISHED; LOANS. (a) There is estab—
lished as a separate fund the power project revolving fund which shall
be administered by the authority as a trust fund separate and distinct
from any other money or funds of the authority, and which shall be
composed of appropriated funds and interest earned on loans by the
fund.

(b) The authority may make loans from the fund to electric
utilities, cities, boroughs, village corporations, village councils,
and nonprofit marketing cooperatives to pay the costs of feasibility
studies, preconstruction engineering, design, and construction of
power projects.

(c) Before making any loans from the power project revolving
fund, the authority shall by regulation specify the standards for
those loans with respect to the following:

(1) criteria regarding the eligibility of borrowers and of
types of projects;

(2) standards regarding the technical and economic viability
and revenue self-sufficiency of eligible projects;

(3) interest rates and other terms and conditions, and col —

lateral or any other security required for loans; and

(4) other relevant criteria, standards, or procedures.
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(d) Regulations proposed for adoption under this section shall
be submitted to the governor for his review and for review by other
appropriate agencies. The regulations shall be adopted if they are
show to be consistent with the long-term electric power development
plan and with state policy and if they are approved by the governor.

(e) Any loan made by the authority must be made according to the
standards, criteria, and procedures established by regulation under
this section, and must be consistent with the long-term electric power
development plan and state policy.

() Any single loan, or group of loans to a single borrower,
proposed to be made from the fund under this section exceeding
$1,000,000 must be submitted to the governor for review and approval.
Sec. 14. AS 44.56.180 is amended to read:

Sec. 44.56.130. PROPOSAL AND CONSTRUCTION OF PROJECTS. (@_ The
authority shall submit a statement outlining the general design,
demonstration of financial feasibility, and maximum amount of bonds
estimated to be necessary for each new project to the governor and the
legislature [AND THE COMMISSIONER OF COMMERCE AND ECONOMIC DEVELOPMENT]
together with a statement that the authority intends to design, acquire
and construct the project itself or that it intends that the project
be designed, acquired or constructed by the United States or another
person under agreement with the authority providing for ownership of
all or a portion of the project by the authority or of a right to the
capacity of it. IT the governor approves the project upon making
specific findings under (b) of this section, and if the legislature
adopts a joint resolution approving the general design and maximum
amount of bonds, the authority shall, in accordance with the terms of

the joint resolution, (1) proceed to design, acquire and construct

the new project, or (2) agree with the United States or other person
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for design, acquisition and construction of the project by the United
States, for payments to the United States or other person for such
design, acquisition and construction, reimbursement by the United
States or other person in certain events, and otherwise on the terms
and conditions as may be set out in such agreement. If the new project
is to be designed, acquired and constructed by the authority, it shall
be designed, acquired and constructed as a public work of the state
except that public bidding shall not be required, if the authority so
determines on projects in excess of $50,000,000. For the purpose of
this section a new project does not include an addition or modification
to an existing project if the total cost of the addition or modification
does not exceed $1,000,000, to any repair or reconstruction of a
project, or to any design, acquisition or construction necessary to
complete a project for which bonds previously authorized by the legis—
lature have been issued. Any such addition, modification, repair,
reconstruction, design, acquisition or construction may be undertaken
by the authority without any of the approvals necessary for a new
project.

* Sec, 15. AS 44,56.180 1is amended by adding new subsections to read:

() Any power project proposal requiring approval by the legis—
lature under this chapter, together with supporting data, analyses,
and findings of the authority, must be submitted to the governor for
review as provided in this chapter at least 60 days before submission
of these materials to the legislature. No project may be undertaken
without the written approval of the governor in which writing the
governor makes findings of fact regarding the items listed in this
subsection and transmits those findings to the legislature:
(¢H) the consistency of the project or action with the long—

term electric power development plan and with relevant state laws and
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policies;

(2) the balance of benefits and costs to Alaska, including
environmental and social costs, and the ability of the project to
generate sufficient revenues to be self-supporting;

(3) whether a project which will physically impinge upon a
park, wildlife refuge, registered historic site, critical habitat area,
or state land classified for public recreation, has a feasible alter—
native project design or site;

(4) whether any alternative to the project oraction which
would result in comparable volumes of power at <« lower cost has been
rejected because the authority finds that social, cultural, or environ-—
mental considerations justify rejection; and

(5) the way in which the authority®"s policies and its pro—
posed action affect the following policy areas:

(A) the use of power development, power pricing, and
marketing policies to achieve the social, economic, and energy
conservation goals of the state;

(B) policies concerning the allocation of state fossil
fuels, land, water resources, and other natural resources to power
development;

(C) facility siting policies and the conformity of
project proposals to federal, state, and local land use and
community development plans and policies;

(®) rural electrification policies as they affect
regional growth;

(BE) reliability standards and quality-of-service
policies of the authority including reserve capacity levels and
back-up system capabilities;

(F) authority environmental policies to insure that

-11- HB 442



project proposals conform to state environmental policies; and
) any other policy matters relevant to the actions
the authority.

©) Recognizing the crucial role of power demand estimates in
analyses and project evaluations, any estimates or projections of
future electrical power demands produced or used by the authority must
be submitted to the governor for his review and the review of appro—
priate state agencies. No projection which is not approved by the
governor may be used to justify and support a project proposal.

Sec. 1.6. AS 44.56.210 is repealed and re-enacted to read;

Sec. 44.56.210. APPROPRIATIONS AND REPORTS. (@) Notwithstanding
any other provision in this chapter, the authority is subject to the
provisions of the Executive Budget Act (AS 37.07).

) The authority shall, by the 15th day of each regular legis—
lative session, present to the legislature a report detailing project
status, original costs and projected costs, particularly highlighting
any costs in excess of the original cost estimates submitted for each
project when that project was originally approved by the legislature.
Sec. 17. AS 44.56 is amended by adding a new section to read:

Sec. 44.56.224. LONG-TERM PLAN. The Department of Commerce and
Economic Development, assisted by the authox"ity, shall prepare, and as
appropriate revise, a long-term electrical power development plan for
meeting projected electrical energy demand in Alaska at the lowest
feasible cost, including environmental and social costs, consistent
with acceptable standards of reliability. The plan must include, but
is not limited to, considerations specified in sec. 180(b) of this
chapter. In preparing and revising the plan, the department shall
obtain and consider, through appropriate public input processes, the

expertise and views of local governments, electrical utilities,

of



industry, [labor, consumer, and environmental advocacy groups and other
interested members of the public. The plan and any revision of it
must be submitted to the governor for his review and for review by all
appropriate state agencies. The department shall adopt the plan if it
is shown to be consistent with state policy and if it is approved by
the governor.
* Sec. 18. AS 44.56.230(4) 1is amended to read:
4 "power project”™ or "project™ means a plant, works,
system, Tfacility, water rights, fuel deposits or sources, and real
estate and personal property of any nature whatsoever, together with
all facilities and appurtenances related to them or necessary for the
purposes of them used or useful in the gene*tion” by means of any
economically feasible technology, [WATER OR FOSSIL FUEL] of electric
power and the production, transmission, purchase, sale, exchange and
interchange of electric power, and shall include any interest in thenm,
whether divided or undivided, or any right to the capacity of them;
* Sec. 19. AS 44.56.230 is amended by adding a new paragraph to read:
(6) "person” includes a public agency in addition to the
entities set out in AS 01.10.060(7).

* Sec. 20. AS 44.56.050 and 44.56.110(b) are repealed.
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iju* Ji.CilM.Al<list Oi ili! »1A11 OF ALASKA
II-.NTI! LEGISLATURE

FIsCM, NQiK

Biii/KesoiLiit yo.. -t */"

Amendments to the Power Authori-ty Act
R-quTstr 1Tyl 0~11r50oT~CKU~Governdr D.tc 3/20/7 7~

1. FISCAL DI-TAIL
Agency A fleeted Commerce & Economic Development

Program Category Affected Dove lopnierit
Budget Request Unil(s) Affected AlaaRa*"T dwer Authority/I1Dvision of Energy f, Power
Development

EXPENDITURES (Thousands of Dollars)

NONE
FY 77 FY 7S FY 79 FY SO FY 81 FY 82
100 PERSONAL SERVICES
700 TRAVEI
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND K STRUCTURES
700 GRANTS. CLAIMS. ETC.
TOTAL

FEIN'DIN"G (Thousands of Dollars) NOME
GENERAL FUND
FEDERAL FUNDS
OTHER (Specify)

POSITIONS none

FULLTIME
PART TIME
TEMPORARY

111. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

If tho Division of Energy and Power Development is retained,
there will he no fiscal impact.

IV. DATE im W oo

iginel:  Legislative Finance PHONE 1 -
%Ig m nt -
I'irt Sponsor (Hirst Legislator Named)

33-001 Mv. i&/76)



10.

11.

12.

//hr <**]

ALASKA POWER AUTHORITY
Back-up Information on Funding Level for the

Power Project Revolving Loan Fund

Completion of detailed design and FERC License appli-
cation for reliabi litation of the Lower Salmon Creek
hydroelectric project in Juneau. $ 200,000

Reconnaissance grade feasibility study of the Chilkat
River Tributory Project near Haines $ 50,000

Reconnaissance grade feasibility study of Port Lions
Hydro Projects and Geologic Investigation. ] 80,000

Reconnaissance grade feasibility study and geologic
investigation of Grant Lake Project at Seward. * ¢ 70,000

Reconnaissance grade feasibility study and Advanced
Engineering and Design of the Run-of-the-River

hydropower project on Fowcr Creek at Cordova. $ "CS0,000
Advanced Engineering and Design and license appli-

cation for the most feasible project in the Petersburg/

Wrangell area. 5 200,000

Reconnaissance grade study for Gartina Creek near
Hoonah, Gunnak Creek near Kake, Thayer Creek near
Angoon, and Black Bear Lake near Klawock. . & 120,000

Studies to include capital improvements to.tho Beaver.
Falls hydroelectric project, arid explorations, final
design and license application for the Swan Lake

hydropower project at Ketchikan. $1 00,000

Reconnaissance grade study of Lake Elva project near

Dillingham. $ 8.0,000

Reconnaissance grade study and geologic mapping of

Chakachamna project near Anchorage 150,000

Reassessment of Bradley Lake Project near Homer. $ 100,000
SUBTOTAL ' $2,910,000

Funds sufficient to provide for needs of communities )
not previously contacted. $2jC90,000.

TOTalL $5,000,000



March 28, 3978

Repvofientativc. Jim Duncan.

Attention; James Rhode

Gentlemen:

At your request vc* have examined various amendments to the
Aidska Power Authority Act.s Chapter No. 276. These amendments
huvc been incorporated into & document prepared by Kr.ic
Ilohlforth, Esq. of Uc>hlforth and Flint , a copy of which you
have, end *:e have aristuufcd that it accurate?y rcflfcct.fi the
suggested amendments.

We believe the proposed amendments strengthen the act and
present no significant problems for financing the- Authority*s
projects in the national market place.

However, there are tiivce areas which may raise questions as to
interpretation. Specifically, See. Afi.S6.1C0 Proposal and Con-
struction of Projects paragraph c¢) could be interpreted as either
allowing or not allowing completion bonds to be sold for a project
which had received the necessary approvals by the governor and
legislature. It is important that the inventor docs not take r.hc
liability for unforeseen cost overruns which would prevent tht-
financing of the additional costs for the completion of a project.
To make such additional costs of a defined project Subject to
subsequent legislative action would create a financial uncertainty
that might be very costly * wv»e marketing of bonds for the project

in question.
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This paragraph requires a legal interpretation as to
whether it permits completion bonds to be sold. If it does
not* the language should be amended lo provide for sale of
completion bonds without prior approval,

Sec, 44,50.110 b) This unamended section provides for a
convenant to maintain rates and charges sufficient for debt
service purposes but refei*s to auch covenant as being only
in a trust agreement. To make it consistent with the use
of the word ""resolutionl” in other parts of the act the words
or resolution should be added after the two plac.es where trust

agreement appears.

Lastly, there is the general question as to whether the
Authority should be called a political subdivision of the State
ss well as a public corporation. It may be a legal style
appropriate to Alaska to call the Authority a public corporation
and not a political subdivision.

The resolution of the "completion bond"™ question in

essential but the other two points are of lesser importance.

Sincerely yours,

Theodore P. Svick



Memorandum . -

To: Steve Cowper, Chairman - March 23, 1978
House Finance Committee

From: Terry Gardiner

Re: CSHB442 and related amendments

I would like to take this opportunity to share my views concerning
the amendments proposed for the Alaska Power Authority. I strongly
support the amendments contained in CSHB442. While | will not take up
the Committee's time by going over each amendment in. this bill/ |
would like to make a few comments or. several key issues presented in Attac

X~the Governor's letter to the Committee on March 8th, 1978. I would like
to express my support for his statements and the amendments which cover
these points. However, | do have some reservations about several of tho
amendments which appear in Attachr .nt Il of the governor's letter. I also
have a few additional amendments co offer.

The four major issues covered in A'tfcachi?Qnf=o2+ofltheagovemor's

letter are:

1.Financing: Several amendments are proposed which expand the Authority's
power to serve solely as a financing vehicle for power projects. |
think these changes are desirable.

2.. Review and findings - Several amendments are proposed which would
require the governor to evaluate independently power projects
proposed to the legislature by the authority. While this change would
not increase the governor's control over the authority, it would
increase the .information available to the legislature to decide on
projects proposed by the authority. The amendments would also require
projects receiving financing to be economically efficient and to

conform to the state's long-term electrical power development plan.

3. APUC jJjurisdiction - This amendment clarifies the relationship bet-
weNMiT'HITi"j~/r’Trnd the APUC. While | agree that the existing Jlanguage
is ambiguous, | would go farther than the governor and require that
all APA activities be subject to APUC jJjurisdiction. I will have more
to say about this later. A

4. Financial Accountability - The existing language in the statute is
again- ambiguous. Accourding to legislative counsel, the APA is not

clearly subject to the Executive Budget Act. As a result there 1is

no budgetary control for revenues received from the sale of power

or from interest earned on reserve accounts. While the governor's
proposed amendments may remedy this situation, I will offer an alt-
ernative amendment covering this problem below. The governor's amend-
ments also provide a mechanism for informing the legislature about

cost over-runs on projects.

I would like to reiterate that | think that almost all of the above
amendments are important and desirable.
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SChgre ore sXx few ome.uclmeiTks in Attachment 11 of -the governor Vs
letter -\dvich ore of considerable coacsm -to me. These are::
3- Tar Exemption '""page 7, Tine 36 i point 1-6) _Delete !' -the authority
sli-a33ra:n<3”.a:ase.rt "the authority way'.. This amendment would leave
.it -up -to the authority -whether -they wake payments in lieu of -taxes.
it :my view that the APA and its power consumers should he required
to share the fiscal impacts arising from power projects with the
<CP.i.omun;itie.s in which projects occur- 1 oppose the proposed change..
2- minimum sise projects por legislative review — ™page 9, Iline 3 ((point
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resolution
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upon completion

is no different than

etc-j and 2)
cost alternatives to avoid

((d) the requirements of parts

the legislature a.s pr.es? ntly
projects- While 1 appreciate the desire

as costly delays from exposing
not see the logic of exempting
officials- The significance
large

the state

fpoirt 223- Delete paragraphs

.amendment would eliminate the provisions presently
require the authority to
on "critical

identify feasible
areas"” ((parts,
would enable the
impacting such
some policy' guidance
think these
1 oppose this amendment.
lines 17 and 18 ((point 2S) -
Vo) and <c)

not apply to any projects which the authority

it will not maintain an

and which the authority has adopted

projects prior to July 1, 1978.

review process and from the requirement that demand projections; used
to justify the projects conform to the

development plan- if these requirements,
by legislature,
this Omendment-

1l would like now to address three other

Committee

1- The
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pricing
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adopts the governor's
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over direct APA retail
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long-term electrical
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influence over povr.
also have sole
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state economic develop-

the consider either subjecting

all APA activity to APUC jurisdiction or providing policy guidance’
to the 7\PA in this area. | offer the following amendments if the
latter course is chosen.
page 4, line 5. Sec.44.56.090. is amended by adding an additional
section: (b) the authority shall price its power so as to
encourage energy conservation and the efficient
wwse of the state's energy resources. T h e uthor.it
shall adopt such pricing policies, ihclucring"but
not: limited to peak load pricing and incrpairing”
block rates, to cichieve these purposes.
page 10, line 9. 7~ftcr the word "laws" add ~“™nd the pricing policies
stated in Sec.44.56.090(b).

2. The second issue | would like to bring to the Committee's attention
concerns forecasting the demand for electricity. Demand forecasting is
critically important in power development because it drives the system.
The decision to construct a facility, and its location and scale, is
determined by how much power one expects will be needed, where, and

when. Demand forecasting is in essence planning. !

One of the amendments in CSI11B442 would require that any demand
estimates used to justify a xnroject by the authority be consistent with
the long-term electrical development plan of the Division of Energy
and Power Development. | support this amendment but would take this
concept one step Tfarther and recommend that the Committee consider the
following amendment:

page 9, line 2. After the word."feasibility" add including a detailed

presentation of the assumptions used to generate the
demand forceasis Jjustifying the project:,
The effect of this amendment would be Lo open to legislative scrutiny
the economic development policies and assumptions which, underlie the
need for additional electric generating gapacity. *

3. New budget section

capital

covering

reserve accounts

revenue
(slush

surpluses and interest from

funds) comming from Barrier soon.



ALASKA POWER AUTHORITY

333 WEST4th -SUITE 31 -ANCHORAGE ALASKA 99501

m March 14, 1978

The Honorable Clark Gruening
State RepresentaUve

Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Representative Gruening:

At your request, this letter is an attempt to outline some of
the procedures which would bhe envisioned for the administration
of financing power projects through a combination of the bond
market and the auspicies of the permanent fund. It must bo
realized that these procedures are a little premature since there
has been no decision made on how the earnln?s of the Permanent fun
are to be used. As you are aware, the legal counsel for the
Power Authority question's the legality of using the permanent
fund earnings for hond %uarantee purposes. Consequently,
the Brocedures outlined herein are based on the assumption that
the Power Authority would manage the necessary Bermanent fund
roceeds for power development rather ohan the Permanent Fund
rustees. On the other hand, should a decision be forthcoming
which would allow the earnings to be used for guarantees, the
Power Authority could still play a significant roll as lead
f'iicncy for the” state in advising the Permanent Fund Trustees on
the optimum means of financing the projects. ~-In either case, the
Power Authority could insure that the Power projects are tech-
nically and environmentally sound, that they are the optimum means
for providing for the communities needs, and that there is a
financing vehicle by which the projects can bhe brouPht to incep-
tion. hile the Power Authority is given the statutory require-
ment to provide for hydroelectric as well as fossil fuel fired
%enerat|on,,because of the capital intensive nature of the
ydroelectric projects, the procedures outline herein will be
aimed specifically at water resources development. This is not
to saY hat similar procedures would not be established for the
fossil fuel fired generation component. Although many of the pro-
cedures are the same, the bent of this letter is toward hydro-
electric development.
There are a number of means of_f|nanC|ng,pr0{ects. Federal source
include the Rural Electrification Administration, and direct
financing through federal agproprlatlons. This latter method
is generally administered by one of the federal water resources
development agencies such as the Corps of Engineers or the Bureau
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of Reclamation and usually leads to federal ownership. The fed-
eral development agencies” are becominy encumbered by institutional
and bureaucratic constraints and should not be relied upon for a
timely solution. The REA program, administered b¥ the Department
of Agriculture is designed to make low interest loans available to
rural” communities for power development. The REA is an excellent
Pro?ram for those communities that qualify. In fact, it appears
hat the Copper Valley Electrical Association will be granted 5%
35 year, financial terms for 60 percent cf the cost of the Soloman
Gulch Hydroelectric project. The remainder of the financing could
conceivably be obtained through the bond market or from a loaning
institution. Generally this source of financing will not be
available for hydropower projects. Outside of federal f|nanC|n%,
state and private sources are available. The cities and boroughs
have access to tax—exemPt private financing or the¥ can obtain
Alaska Power Authority |nanC|nq or State funds, it available.
The Power Authority iS an excellent source for those project which
can be developed on the stren%th of their own merits. Projects for
which full financing through the bond market cannot be obtained
would require the balance ftrom some other source. It is doubtful
that the communities could provide this financing and hence their
best alternative would be State funds, presumably from earnings of
the permanent fund,

Three steps are necessary for the development of hydroelectric
PrOJeCtS. Each step requires funding which could bo provided
hrough the Power Authority. The first two steps consisting of
Reconnaissance Studies, and Advanced Engineering and Design could
be funded from the Power Project Revolving Loan Fund administered
by the Power Authority. The third step consists of Construction
for which long term f|nanC|ng would be obtained from the Power
Authority or the Permanent Fund or a combination of the two.

The Reconnaissance Studies are generally conducted for the purpose
of establishing, with reasonable certainty, the economic merit

of developing a specific project. In addition, environmental
assessments are made to insure that there are no adverse environ-
mental impacts of such magnitude that the project should not be
considered further. The Reconnaissance Studies usually do not
include costly data collection, such as is necessay for founda-
tion explorations, but instead, utilize existing data. The stu-
dies would entail at least an assessment of the community's pro-"
sent economy and an estimate of its future, a determination of
future energy and Power needs, reservoir regulation studes, a
determination of alternate energy costs, and a cost estimate for
developing the hydroelectric project. Then, based on the cost
and a specific interest rate, the economics of the Pro;ect would
be determined. At this time it would be |mPortant 0 explore
means by which financing could be made available. This alone
might determine whether the ?fOJECt should proceed to the next
level of analysis. Perhaps the most difficult task of the recon-
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naissance studies is the rendering of a true assessment of the
intangible benefits which might accrue to the power recipients.
This step is generally missing from most engineering studies and

erhaps could "best be  conducted by one of the State Agencies.

he cost of the reconnaissance studies is generaIIK in the $50,000
to $100,000 range depending on the complexity of the study and
the amount of available data. The Advanced Engineering and Design
Studies would entail detailed environmental assessments, site
specific foundation exPJoranns, detailed.design, and, if fea-
sible, arrangement of financing. It is at this time that the
relationship between the Power Author|t% and the permanent fund
should be established. Completion of these studies would be suf-
ficient for the license application to the Federal Energ% Regu-
IatorX Commission. These studies could cost up to $500,000.
Finally, de3|%n contracts and specifications would be developed
which ‘would then lead to construction.

As mentioned earlier, the Power Authority could either act as a
technical advisor to the Trustees of the Permanent Fund, or it
could assist in managln the funds. If the Authority becomes the
fund manager, it would have the ability to provide total financing
for all three steps necessary for development. This could be
accomplished through the restructuring of the Power Project Revol-
ving Fund. The Fund could provide for the loans necessary for

the first two steps of development and ultimately for construction
financing of approved power prolects to be financed on a long term
basis by the Power Authority. t could also be used to provide

a reserve fund to secure payment of outstanding long term Autho-
rity debt; and it could be used to provide a loan fund to purchase
junior lien revenue bonds of municipalities when the Authority can
Issue only a portion of debt necessary for permanent financing.

Should a communh% desire to,Fursue its particular power pro&ect
loan funds could be made available for the Reconnaissance an
Detailed Studies. Assuming the request is for reconnaissance
?rade studies, the applicant should provide sufficient informa-
ion to allow for review by the Authority. At this time, the
Executive Director would provide a preliminary evaluation to the
community making the loan request. The Authority would evaluate
the present and future energy needs of the community, the pro-
bable future cost of fossil Tuel %enerat|on, and on”assessment of
tho minimum cost of the hydroelectric generation needed to break
even when compared to the “thermal generation alternative. This
assessment would be made available to the community and to the e
Board of Directors as well should the community wish to proceed
with their loan request. When the loan is secured, the community
would retain the services of a private enaneer|n% firm to con-
duct the reconnaissance studies, As a minimum, the reconnaissance
study should include a description and evaluation of all energy
alternatives considered, a geo|0?|c maPp|n% of tho site of the
proposed hydro project if found to bhe the Dhest alternative, a
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hydrologic analysis which would serve as the basis for estab-
lishing the historic streamflow record for the proposed project,
reservoir regulation studies for a ran%e of potential project
developments, a general assessment of the environmental impact
associated with all energy alternatives .considered, a more

detailed environmental assessment of the proposed plan of develop-
ment: a detailed cost estimate for the optimum plan, an economic
evaluation based on a number of financial scenarios and the

most feasible fossil fuel generation alternative, the most recent
financial audit of the communHKl and an assessment of the most
likely financing modes. With this information, the community
would” be in a position to determine if they should proceed 10

the Detailed Engineering and Design phase of their project. _
Furthermore, the Authority would then have sufficient information
to determine the financability of the project. The Authority
would provide the community with its assessment of the most ‘promi-
sing means by which the project would be brought to inception-.

Should the community desire to proceed with the project, it
would apPIy to the Authority for a loan necessary for_accomP-
lishing the Advanced Engineering and Design based on input from
their consulting engineers. If the loan 1is %ranted, the commu-
nity would contract for the necessary foundation explorations,
detailed design, detailed environmental assessment, necessary
state permits, refined cost estimates, other supporting data, and
Federal Ener%y Regulatorﬁ Commission license ap&ltcatlon. The
geologic evaluation of the site should include drilling logs
showing sufficient density of test holes and sufficient litholo-
%|cal details to indicate” that a suitable development site has
een selected. Reservoir regulation, studios should include
delineation of the elevation and capacity of the dead and active
storage zones. These would be accompanied by a graphical reser-
voir regulation analysis ShOWIn% the firm and secondary energy,
the elevation and capacity of the reservoir, and the inflow and
outflow of the reservoir for the historical period of record
in- monthly time increments. With this new information, the
Authority would determine if the project could be financed through
the conventional money market. The Authority would once again
provide the community with its determination of the most probable,
means of financing and the community would decide if it still
desired to pursue the project. If the community should proceed,
the Executive Director would PFOVIdQ to the Board of Directors
the community's apPchat|on a on% with the comments of the
Power Project Revolving Loan Fun Manager,concern|n% the best
method of making financial assistance available. The applicant
and other interested parties would be notified .of the time and
Elace of the meeting and would Ire invited to participate. The
xecutive Director's recommendation to the Board would be sup-
ported by a digest: of the community's application. The digest
would contain information on economic feasibility, engineering
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feasibility, the ability of the project to meet the statewide
energy plan, the relative need of the project, a summation of the
findings regard|n% the project amenability to the environmental
guidelines, and the conclusions and recommendations of the Revol-

ving Fund Manager.

Recommendations of the Revolving Fund Mana%er_W|II be based on
the opinions and analysis of the Power Authority's financial .
counsel to consist of its Executive Director, Principal fconomist,
Financial Advisor, Senior _Underwriter, Revolving Fund Manager

and Legal Bond Counsel. The economic analysis would consist of

an assessment of the alternative cost of power should the
hydropower project not be built. This analysis would entail a
life cycle analysis of the physical plant _and an assessment of

the present worth of future fuel costs. These assessments will

he based on ener%y and power demand Pr01e0t|ons to be adopted

by the Power Authority, and on a multidue of discount rates. The
hydropower alternative will he converted to an average annual cost
by amortizing the project over realistic times and a multitude of
interest rates based on usable energy. The comparative analysis
will indicate the financing needed to insure the PTOJGCI IS econo-
mically feasibile. The advisors will assess the financial records
of the” community to determine |ts_e||%|b|llty to the normal money
market. Should the needed financial terms for the hydro project
not be obtainable through the money market or if only a portion or
none of the project is determined to be financable on the money
market as a result of the financial audit of the conwmun|tK, the
advisors will determine the necessary assistance needed through
the permanent fund. The local utility would he required to enter
into "take-or-pay" contracts for any financing throu%h the Power
Authority. This information will he made a matter o Pulec record.,
Authorization to proceed with the project may require e?|slat|ve
approval. Should the decision and authorization be granted to
finance the project, the community would he given permission

to proceed into final design and construction.

The Power Authority would retain the right to review,-the final
contract drawings and specifications and to monitor ‘arid approve
construction material arid techniques. It would have the autho-
rity to reject faulty material or construction and would he the
approving agency for contract modifications. Payments to the
contractor would be paid in installments as the Construction work
progresses, -and the payments would not exceed 90 percent of the
amount due as determined b{ the community's consulting engineer.
Upon completion of the contract, to the full satisfaction of the
State, the Community and the Consulting Engineer, the remaining
1o percent would he paid to the contractor.

Repayment for the cost of the project would come from the sale of
power to the local users.
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These procedures represent a quick outline of that which would

be required to fully implement our proposed program. Because

of the large amount of dollars that will be spent on power deve-
lopenient in the intore 1 feel it is imperative that %U|dehnes

be established that will serve to protect both the State and
local communities. While | have tailored n% thou?hts around
Autnority management of funds, this could obviously be altered

to allow us to act as technical advisors to the Trustees of the
Permanent Fund if this would be your desire.. If ﬁou.have any
SHg@gstlons, comments or questions please do not hesitate to call

Sincerely,

Eric P. Youlcf:
Executive Director



