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S e c t i o n .  5 .  T h i s  s e c t i o n  a d d s  the. a u t h o r i t y  t o  " m a i n ­

t a i n 11 p o w e r  p r o j e c t s ,  a n d  i s  s u g g e s t e d  i n  t h o  i n t e r e s t  

o f  c e r t a i n t y  a n d  u n i f o r m  s p e c i f i c i t y .

S e c t i o n  6 . T h i s  s e c t i o n  r e f l e c t s  a p p r o p r i a t e  w o r d i n g  

c h a n g e s  g i v e n  t h e  d e f i n i t i o n  o f  " p e r s o n "  i n  s e c t i o n  1 9 ,  

b e l o v ; .

S e c t i o n  7 . T h i s  s e c t i o n  p r o p o s e s  s t y l i s t i c  c h a n g e s  f o r  

c l a r i t y .

S e c t i o n  9 .  W o r d i n g  i s  i n s e r t e d  i n  A S  4 4 . S G . 0 9 0  t o  

a l l o w  i n d u s t r i a l  p u r c h a s e r s  t o  c o n t r a c t  d i r e c t l y  w i t h  

t h e  a u t h o r i t y .  T h i s  c h a n g e  i s  d e s i r a b l e  b e c a u s e  a n y  

i n d u s t r i a l  p r o j e c t  o u t s i d e  o f  a n  e x i s t i n g  u t i l i t y  

d i s t r i b u t i o n  s y s t e m  w o u l d  b e  a b l e  t o  p u r c h a s e  p o w e r  

d i r e c t l y  froiri t h e  a u t h o r i t y ,  r a t h e r  t h a n  t h r o u g h  a  

u t i l i t y .

F o r  c l a r i t y ,  a  s u b s e c t i o n  i s  a d d e d  r e g a r d i n g  t h e  r e ­

l a t i o n s h i p  b e t w e e n  t h e  a u t h o r i t y  a n d  t h e  A l a s k a  P u b l i c  

U t i l i t i e s  C o m m i s s i o n  ( A P U C ) . U n d e r  t h i s  a m e n d m e n t ,  

w h i l e  t h e  A P U C  w o u l d  n o t  h a v e  j u r i s d i c t i o n  o v e r  t h e  

a u t h o r i t y ,  t h e  A P U C  w o u l d  r e t a i n  a l l  e x i s t i n g  j u r i s ­

d i c t i o n  o v e r  p u b l i c  u t i l i t i e s .

F u r t h e r  w o r d i n g  i s  i n s e r t e d  t o  a s s u r e  t h a t  p r i c i n g  

p o l i c i e s  c o v e r  f u l l  c o s t s  a s  d e f i n e d  i n  t h e  c h a p t e r .

S e c t i o n  1 0 .  T h i s  s e c t i o n  a d d s  c l a r i f i c a t i o n .

S e c t i o n  1 1 .  T h i s  a m e n d m e n t  e l i m i n a t e s  t h e  u p p e r  l i m i t  

o n  t h e  s i z e  o f  c a p i t a l  r e s e r v e  f u n d s ,  a l l o w i n g  t h o  

a u t h o r i t y  g r e a t e r  f l e x i b i l i t y  t o  a d j u s t  t o  c h a n g i n g  

m a r k e t  c o n d i t i o n s .

S e c t i o n  1 2 . T h i s  s e c t i o n  r e q u i r e s  p a y m e n t  i n  p l a c e  o f  

t a x e s  t o  f o c a l  s u b d i v i s i o n s .

T h i s  a m e n d m e n t  i n s u r e s  t h a t  u n i f o r m  a n d  

a c c e p t a b l e  s t a n d a r d s  a r e  e s t a b l i s h e d  b e f o r e  a n y  l o a n s  

a r e  m a d e  b y  t h e  P o w e r  P r o j e c t  R e v o l v i n g  F u n d  a n d  s e e k s  

t o  i n t e g r a t e  t h o  f u n d  w i t h  t h e  o t h e r  a c t i v i t i e s  a n d  

r e s p o n s i b i l i t i e s  o f  t h e  a u t h o r i t y .
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S e c t i o n s  1 4  a n d  115. T h e s e  s e c t i o n s  p r o v i d e  g u b e r ­

n a t o r i a l  r e v i e w  a n d  a p p r o v a l  o f  t h e  c x e c u t l v o - b r a n c h  

f u n c t i o n s  p e r f o r m e d  b y  t h e  A l n s l i a  P o w e r  A u t h o r i t y .  

P r o p o s a l s  a r c  t o  b e  r e v i e w e d  b y  a l l  e f f e c t e d  a g e n ­

c i e s  a n d  t h e  r e s u l t a n t  v i e w s ,  c o m m e n t s ,  a n d  f i n d i n g s  

f o r w a r d e d  t o  t h e  l e g i s l a t u r e  a l o n g  w i t h  t h e  p r o j e c t  

p r o p o s a l .  T h e - . a t t o r n e y  g e n e r a l ' s  o f f i c e  i s  c o n ­

c e r n e d  a b o u t '  t h e  c o n s t i t u t i o n a l i t y  o f  t h e  e x i s t i n g  

r e q u i r e m e n t  t h a t  i n d i v i d u a l  p r o j e c t  p r o p o s a l s  b e  s u b ­

m i t t e d  t o  t h e  l e g i s l a t u r e  f o r  a p p r o v a l  I  t h i n k  i t  

i s  i m p o r t a n t  t o  i n s u r e  t h a t  m a n y  p e r s p e c t i v e s  a n d  

i n d i v i d u a l s  h a v e  a n  o p p o r t u n i t y  t o  c o n t r i b u t e  t o  

t h e  d e c i s i o n - m a k i n g  p r o c e s s ,  h o w e v e r , t o  t h e  e x t e n t  

t h a t  t h e r e  m a y  b e  a  c o n s t i t u t i o n a l  p r o b l e m  w i t h  t h e  

1 e g i s 1 a t i v e - a p p r o v e 1  r e q u i r e m e n t ,  I  u r g e  y o u r  r e v i e w  o f  

i t .  T h o  a m e n d m e n t s  p r o p o s e d  i n  t h i s  b i l l  d o  n o t  c h a n g e  

t h e  l e g i s l a t i v e  a p p r o v a l  p r o v i s i o n .

S e c t i o n  I G .  T h i s  a m e n d m e n t  c l a r i f i e s  t h e  i n t e n t i o n  

t h a t  t h e  a u t h o r i t y  b o  s u b j e c t  t o  t h e  E x e c u t i v e  B u d g e t  

A c t .  F u r t h e r ,  i t  i s  r e q u i r e d ,  t h a t  t h e  a u t h o r i t y  m a k e  

a n  a n n u a l  d e t a i l e d  r e p o r t  t o  t h e  l e g i s l a t u r e  o f  t h e  

s t a t u s  o f  e a c h  o f  i t s  p r o j e c t s .

.^ e e t ij r n_ 3 . 7 A  n e w  s e c t i o n  i s  a d d e d  t o  i n c r e a s e  t h e  

a c c o u n t a b i l i t y  o f ,  a n d  p u b l i c  i n p u t  t o ,  t h e  a u t h o r i t y .  

A l s o ,  a  l o n g - t e r m  e l e c t r i c  d e v e l o p m e n t  p l a n  i s  t o  b e  

t h e  r e s p o n s i b i l i t y  o f  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  

E c o n o m i c  D e v e l o p m e n t ,

S e c t i o n s  1 0  a n d  1 9 ,  T h o s e  s e c t i o n s ,  r e s p e c t i v e l y ,  m a k e  

t h e  c h a n g e s  in. t h e  t e c h n o l o g y  w o r d i n g  c o n s i s t e n t  w i t h  

s e c t i o n s  4 a n d  3 a n d  a d d  a d e f i n i t i o n  o il  " p e r s o n " .

B e e t  i o n  2 0 .  T h i s  s e c t i o n  r e p e a l s  ei p r o v i s i o n  " o r  t h e  

s a k e  o f  c o n s i s t e n c y , a n d  r e p e a l s  a  s u b s e c t i o n  d e a l i n g  

w i t h  t r u s t  a g r e e m e n t  c o v e n a n t s .

S i n c e r e l y ,

J a y  S. H a m m o n d
G o v e r n o r
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E r i c  P.  Y o u l d
Executive Director
A l a s k a  Powe r  A u t h o r i t y
T e s t i m o n y  b e f o r e  H o u s e  F i n a n c e  C o m m i t t e e
A p r i l  10,  1978

i*

Mr .  C h a i r m a n :

When G o v e r n o r  Hammond s i g n e d  t h e  e n a c t i n g  l e g i s l a t i o n  o f  t h e  

A l a s k a  Powe r  A u t h o r i t y  i n  J u n e ,  1976,  he  d i d  so w i t h  c o n c e r n  

a b o u t  t h e  A u t h o r i t y ' s  a c c o u n t a b i l i t y  t o  t h e  p e o p l e  o f  A l a s k a ,  

a n d  h e n c e ,  he  i n d i c a t e d  t h a t  he may  be  s u b m i t t i n g  a m e n d m e n t s  

t o  t h e  P owe r  A u t h o r i t y  A c t  i n  t h e  n e x t  L e g i s l a t i v e  s e s s i o n .

I n  the- n e x t  s e s s i o n ,  t h o s e  a me n d me n t s  w e r e  o f f e r e d  t h r o u g h  t h e  

R u l e s  C o m m i t t e e  a n d  w e r e  a s s i g n e d  t o  t h e  H o u s e  F i n a n c e  C o m m i t t e e .  

Y o u r  C o m m i t t e e  f u r t h e r  ame n d e d  t h e  a d m i n i s t r a t i o n  a m e n d m e n t s  

b u t  d i d  n o t  p a s s  t h e m  o u t  o f  c o m m i t t e e .  D u r i n g  t h i s  p e r i o d  o f  

t i m e ,  t h e  Powe r  A u t h o r i t y  was  i n  t h e  p r o c e s s  o f  b e i n g  s t r u c t u r e d  

as o r i g i n a l l y  i n t e n d e d ,  b u t  i t  was  i n  no  p o s i t i o n  t o  o f f e r  i t s  

own o p i n i o n s  on  t h e  a me n dme n t s  t o  t h e  P owe r  A u t h o r i t y  A c t .  Now,  

w i t h  t h e  s e c u r i n g  o f  l e g a l  b o n d  c o u n s e l  a n d  f i n a n c i a l  a d v i s o r s  

a n d  w i t h  t h e  r e c e n t  a p p o i n t m e n t  o f  an e x e c u t i v e  d i r e c t o r ,  t h e
- t o

Powe r  A u t h o r i t y  b e l i e v e s  t h a t  a me n dme n t s  i t s  e n a c t i n g  l e g i ­

s l a t i o n  a r e  I n d e e d  n e c e s s a r y .  D u r i n g  t h e  e a r l y  p e r i o d  o f  t h i s  

l e g i s l a t i v e  s e s s i o n  t h e  Powe r  A u t h o r i t y  s u b m i t t e d  i t s  v i e w s  t o  

t h e  A d m i n i s t r a t i o n  w h i c h  had i n  t u r n  d e v e l o p e d  a d d i t i o n a l  a m e n d ­

me n t s  o f  i t s  own .  A f t e r  m e e t i n g s  b e t w e e n  t h e  A u t h o r i t y  a n d  t h e  

A d m i n i s t r a t i o n ,  G o v e r n o r  Hammond s u b m i t t e d  t h e  c o n s o l i d a t e d  a m e n d ­

m e n t s  o f  t h e  A u t h o r i t y  a n d  t h e  A d m i n i s t r a t i o n  t o  t h e  L e g i s l a t u r e .

P-urs-ua-n-t—t-o t h e  u n a n i m o u s ,  a p p r o v a l  o f  i t s  B o a r d  o f  D i r e c t o r s ,



E r i c  P.  Y o u l d
T e s t i m o n y  b e f o r e  t h e  H o u s e  F i n a n c e  C o m m i t t e e  
A p r i l  10,  1978
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t h e  A l a s k a  P owe r  A u t h o r i t y  s u p p o r t s  H o u s e  B i l l  442 as a m e n d e d v * " -  Gj * b

R e a l i z i n g ,  h o w e v e r ,  t h a t  t h e  Ho u s e  F i n a n c e  C o m m i t t e e  may c h o o s e
%

t o  f u r t h e r  ame nd  HB 442,  I w o u l d  l i k e  t o  t a k e  t h i s  o p p o r t u n i t y  

t o  i n d i c a t e  w h i c h  p o r t i o n s  o f  t h e  b i l l  a r e  i m p o r t a n t  t o  t h e  

o p e r a t i o n  o f  t h e  P owe r  A u t h o r i t y  t o  a l l o w  i t  t o  f u n c t i o n  as 

o r i g i n a l l y  e n v i s i o n e d .  W h i l e  I w i l l  s u b s e q u e n t l y  p o i n t  o u t  

w h i c h  p o r t i o n s  1n t h e  t e x t  o f  HB 442 a r e  o f  i m p o r t a n c e  t o  t h e  

Powe r  A u t h o r i t y ,  I w o u l d  f i r s t  l i k e  t o  s u m m a r i z e  o u r  m a i n  

r e q u i r e m e n t s :  (1) T h e  Powe r  A u t h o r i t y  s h o u l d  be c h a r g e d  w i t h  p

d e v e l o p i n g  r e a s o n a b l e  c o s t  p o w e r  r a t h e r  t h a n  1 owe r  c o s t  p o w e r ;

( 2 ) c l a r i f i c a t i o n  n e e d s  t o  be  made  t o  p r o v i d e  f o r  f i n a n c i n g  

o f  p r o j e c t s  i n d e p e n d e n t  o f  o w n e r s h i p  by t h e  A u t h o r i t y ;  (3) t h e  

A u t h o r i t y  s h o u l d  be  a l l o w e d  t o  d e v e l o p  a n y  f e a s i b l e  e n e r g y  

t e c h n o l o g y  r a t h e r  t h a n  b e i n g  r e s t r i c t e d  t o  h y d r o e l e c t r i c  a nd
(\ f. '\

f o s s i l  f u e l  g e n e r a t i o n ;  (4) t h e  Power- A u t h o r i t y  s h o u l d  be
A t  T  a t,, .

r e m o v e d  f r o m  t h e  j u r i s d i c t i o n  o f  t h e  A l a s k a  P u b l i c  U t i l i t i e s
0 < j O * . "V.Vi,. l/\ V A * V' ^

C o m m i s s i o n ;  (5) t h e  A u t h o r i t y  s h o u l d  be a l l o w e d  t o  o p e r a t e  as 

a t a x  e x e m p t  e n t i t y ;  ( 6 ) t h e  A u t h o r i t y  s h o u l d  h a v e  t h e  j u r i s ­

d i c t i o n  t o  d e v e l o p  p o w e r  p r o j e c t s  f o r  w h i c h  t h e  ma x i mum a mo u n t  

o f  b o n d s  i s  e s t i m a t e d  n o t  t o  e x c e e d  $50, 000, 000 a n d ;  (7) a 

" g r a n d f a t h e r "  c l a u s e  s h o u l d  be  a d o p t e d  w h i c h  w o u l d  p r e c l u d e  

c e r t a i n  r e p o r t i n g  r e q u i r e m e n t s  f o r  t h o s e  p r o j e c t s  w h i c h  t h e  

Powe r  A u t h o r i t y  d e c i d e s  t o  f i n a n c e  b e f o r e  J u l y  1,  1978.

Mr .  C h a i r m a n ,  i f  we c o u l d  now r e f e r  t o  t h e  ame n d e d  v e r s i o n  o f  

HB 442,  I w o u l d  l i k e  t o  p o i n t  o u t  some o f  t h e  i m p o r t a n t  s e c t i o n s  

o f  t h e  b i l l .  (i
t



E r i c  P.  Y o u l d  Pa g e  T h r e e
T e s t i m o n y  b e f o r e  t h e  Ho u s e  F i n a n c e ' C o m m i t t e e  
A p r i l  10,  1978

S e c t i o n  1 on  Pa g e  1 : p r o v i d e s  f o r  r e a s o n a b l e  c o s t  p o w e r

■and c l a r i f i e s  t h a t  we may f i n a n c e  e x c l u s i v e  o f  o w n e r s h i p .  T h e  

f i n a n c i n g  c l a r i f i c a t i o n  i s  c r u c i a l  t o  o u r  b e i n g  a b l e  t o  s e l l '  

r e v e n u e  b o n d s  f o r  t h o s e  p r o j e c t s  i n  w h i c h  we w o u l d  n o t  h o l d  an 

o w n e r s h i p  i n t e r e s t .

• TS e c t i o n  X  on Pa g e  3: w o u l d  a l l o w  t h e  A u t h o r i t y  t o  d e v e l o p

a n y  e c o n o m i c a l l y  f e a s i b l e  t e c h n o l o g y  i n  l i e u  o f  b e i n g  l i m i t e d  

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

S e c t i o n  8  on  Page  4: f u r t h e r  c l a r i f i e s  t h e  A u t h o r i t y ' s

a u t h o r i t y  t o  p r o v i d e  f i n a n c i n g  f o r  p o w e r  p r o j e c t s .

II

S e c t i o n  I Q  on  Page  5: e x t e n d s  t h e  a u t h o r i t y  t o  c o n d u c t

f e a s i b i l i t y  s t u d i e s  w i t h  r e s p e c t  t o  a l l  p o w e r  g e n e r a t i o n .

I 2 _

S e c t i o n  VH  on Page  5 & 6 : c l a r i f i e s  t h e  r e l a t i o n s h i p  b e ­

t w e e n  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  (APUC) a nd  t h e  

A l a s k a  Powe r  A u t h o r i t y .  T h i s  s e c t i o n  i s  i m p o r t a n t  f r o m  t h e  

s t a n d p o i n t  o f  m a r k e t i n g  r e v e n u e  b-onds.  T h e  u n c e r t a i n t y  i n  t h e
<M" Y.V ( X  • W .  •. '

e y e s  o f  t h e  i n v e s t o r  as  a r e s u l t  o f  r e g u l a t i o n ' b y  APUC c o u l d  p r e ­

c l u d e  f a v o r a b l e  p r o j e c t  f i n a n c i n g .  »\ ■ 7  ~  ,j A-’ \ • ’
O - X c n o L  ' A , i t s  ‘i V X ’ r ' %  \  ' \ v  (i. *

• l v  V  ‘A t'.VV, •- C t  ̂ \ v \ V - ' • • • :  .. ,

S e c t i o n  X4_o n  Page  9: p r o v i d e s  t h a t  t h e  A u t h o r i t y  may make
I v i

p a y m e n t s  i n  l i e u  o f  t a x e s .  S i m i l a r  t o  S e c t i o n  11 t h i s  n e g o t i a b l e  

p o s i t i o n  w i l l  c l a i r f y  t h e  i n v e s t m e n t  r i s k  a n d  i s  v e r y  i m p o r t a n t



E r i c  P.  Y o u l d  P a g e  F o u r
T e s t i m o n y  b e f o r e  t h e  H o u s e  F i n a n c e  C o m m i t t e e  
A p r i l  10,  1978

t o  o p t i m u m  f i n a n c i n g .

't
Mr .  C h a i r m a n ,  i t  i s  my u n d e r s t a n d i n g  t h a t  S e c t i o n  1'S. on  page*  10 

i s  b e i n g  c o n s i d e r e d  f o r  f u r t h e r  a m e n d m e n t ,  and  h e n c e ,  I may  w i s h ,  

t o  be  r e c o g n i z e d  f o r  f u r t h e r  t e s t i m o n y  a t  a l a t e r  t i m e .

n

S e c t i o n  H  on  Pa g e  11: S e c .  44 . F6 . 100 (a) a l l o w s  t h e  A u t h o ­

r i t y  d i s c r e t i o n  f o r  t h e  d e v e l o p m e n t  o r  f i n a n c i n g  o f  new p r o j e c t s  

f o r  w h i c h  t h e  ma x i mum a mo u n t  o f  b o n d s  e s t i m a t e d  i s  l e s s  t h a n '  

$50, 000, 000.  T h e  Powe r  A u t h o r i t y  f e e l s  s t r o n g l y  t h a t  i t  n e e d s  

t h i s  f l e x i b i l i t y  t o  be  r e s p o n s i v e  t o  s m a l l  u t i l i t y  n e e d s .  F u r t h e r ­

mo r e  t h e r e  a r e  v i r t u a l l y  no r e s t r i c t i o n s  on  s u c h  e x i s t i n g  b o n d i n g  

i n s t i t u t i o n s  as  t h e  M u n i c i p a l  Bond  Bank  a n d  t h e  A l a s k a  I n d u s t r i a l  

D e v e l o p m e n t  A u t h o r i t y .  T h u s  r e p o r t i n g  r e q u i r e m e n t s  a n d  a t t e n d a n t  

d e l a y s  c o u l d  f o r c e  c o m m u n i t i e s  t o  o t h e r  l e n d i n g  i n s t i t u t i o n s  

w i t h  no a p p a r e n t  p o w e r  d e v e l o p m e n t ,  e x p e r t i s e .  ' F u r t h e r m o r e  

t h i s  w o u l d  a l l o w  t h e  A u t h o r i t y  t o  a c t  wh e n  t h e  l e g i s l a t u r e  i s  

n o t  i n  s e s s i o n .

S e c t i o n  44 . 56 . 180 ( c )  on P a g e s  13 a n d  14: r e q u i r e  t h a t

l o a d  p r o j e c t i o n s  be  c o n s i s t e n t  w i t h  a L o n g -T e r m-P1 an  as  p r o v i d e d  

f o r  u n d e r  S e c t i o n  1*9. o f  HB 442.  S i n c e  t h e  L o n g  T e r m P l a n  h a s  n o t  

y e t  b e e n  d e v e l o p e d ,  I t h i n k  t h a t  t h e  F i n a n c e  C o m m i t t e e  s h o u l d  

a d d r e s s  t h e  m a n n e r  i n  w h i c h  t h o s e  p r o j e c t s  w h i c h  may be  r e a d y  

f o r  d e v e l o p m e n t  p r i o r  t o  t h e  l o n g  r a n g e  p l a n  a r e  t o  be  h a n d l e d .



E r i c  P.  Y o u l d  P a g e  F i v e
T e s t i m o n y  b e f o r e  t h e  H o u s e  F i n a n c e  C o m m i t t e e  
A p t i l  10,  1978

S e c t i o n  44 . 56 . 180 (d)  on  Pa g e  14: p r o v i d e s  a " g r a n d f a t h e r "

c l a u s e  f o r  t h o s e  p r o j e c t s  w h i c h  t h e  Powe r  A u t h o r i t y  d e t e r m i n e s  t o  

f i n a n c e  p r i o r  t o  J u l y  1,  1978.  A t  t h e  p r e s e n t  t i m e ,  t h e  P ow e r

A u t h o r i t y  i s  c o n t e m p l a t i n g  t h e  f i n a n c i n g  o f  t h e  H o a l y  I I  c o a l
v a y* y

f i r e d  s t e a m  p l a n t  f o r  F a i r b a n k s  ( e s t i m a t e d  c o s  t'-' $300,000 , 000)

and  f o r t y  p e r c e n t  o f  t h e  f i n a n c i n g  o f  t h e  S o l o m a n  G u l c h  h y d r o -
\) A y .x a ;' a

e l e c t r i c  p r o j e c t v ( e s t i m a t e d  A u t h o r i t y  c o s t  $15 , 000 , 000) .  I f  t h e  

ame n dme n t s  u n d e r  S e c t i o n  44 . 56 . 180 (a)  a r e  a d o p t e d ,  t h e  " g r a n d ­

f a t h e r "  c l a u s e  w o u l d  a p p l y  o n l y  t o  t h e  H e a l y  p r o j e c t .  I t  h a s  

b e e n  e s t i m a t e d  by  H r .  Bob H u f m a n ,  G e n e r a l  M a n a g e r  o f  G o l d e n  V a l l e y  

E l e c t r i c a l  A s s o c i a t i o n ,  t h a t  o v e r  t h e  l i f e  o f  t h e  H e a l y  p r o j e c t  , 

P owe r  A u t h o r i t y  f i n a n c i n g  w i l l  s a v e  h i s  u t i l i t y  c u s t o m e r s  r o u g h l y  

$ 1 0 0 , 0 0 0 , 0 0 0  i n  e l e c t r i c i t y  b i l l s .  I-f-w-e—d-o-n-'-t— •-g-r-a-nd-f-a-the-r-'!—th e . 

H&a-l-y—1-1—pro-j-ee-t-,—the-n—t-he - L-egi s i  a t t i r e  - w i l l —h a v e  t o - a d o p t  -a- 

J o i n t  R e s o l u t i o n  e n a b l i n g  t h e  P ow e r  A u t h o r i t y  t o  p r o c e e d  w i t h  t h e  

projec-t-.-

Mr .  C h a i r m a n ,  I w o u l d  l i k e  t o  t h a n k  t h e  F i n a n c e  C o m m i t t e e  f o r  t h e  

o p p o r t u n i t y  t o  t e s t i f y  a n d  w o u l d  be  h a p p y  t o  a n s w e r  , any q u e s t i o n s  

w h i c h  y o u  may  h a v e .
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E r i c  P.  Y o u l d P a g e  F i v e
T e s t i m o n y  b e f o r e  t h e  H o u s e  F i n a n c e  C o m m i t t e e  
A p t i l  10,  1978

S e c t i o n  44. 56. 180 (d) on  Pa g e  14: p r o v i d e s  a " g r a n d f a t h e r "

c l a u s e  f o r  t h o s e  p r o j e c t s  w h i c h  t h e  Powe r  A u t h o r i t y  d e t e r m i n e s  t o  

f i n a n c e  p r i o r  t o  J u l y  1,  1978.  At  t h e  p r e s e n t  t i m e ,  t h e  P owe r  

A u t h o r i t y  i s  c o n t e m p l a t i n g  t h e  f i n a n c i n g  o f  t h e  H e a l y  I I  c o a l

f i r e d  s t e a m  p l a n t  f o r  F a i r b a n k s  ( e s t i m a t e d  c os t ' -' $300 , C ' 0 , 000) 

and  f o r t y  p e r c e n t  o f  t h e  f i n a n c i n g  o f  t h e  S o l o m a n  G u l c h  h y d r o ­

e l e c t r i c  p r o j e c t v ( e s t i m a t e d  A u t h o r i t y  c o s t  $15 , 000 , 000) .  I f  t h e  

a me n d me n t s  u n d e r  S e c t i o n  44 . 56 . 180 (a)  a r e  a d o p t e d ,  t h e  " g r a n d ­

f a t h e r " ^  c l a u s e  w o u l d  a p p l y  o n l y  t o  t h e  H e a l y  p r o j e c t .  I t  h a s  

b e e n  e s t i m a t e d  by  Mr .  Bob H u f m a n ,  G e n e r a l  Ma n a g e r  o f  G o l d e n  V a l l e y  

E l e c t r i c a l  A s s o c i a t i o n ,  t h a t  o v e r  t h e  l i f e  o f  t h e  H e a l y  p r o j e c t  , 

Powe r  A u t h o r i t y  f i n a n c i n g  w i l l  s a v e  h i s  u t i l i t y  c u s t o m e r s  r o u g h l y  

$100, 000, 000 i n  e l e c t r i c i t y  b i l l s .  I f —we—do-n-!-t—^̂ -g-r-a-nd-f-a-the-r̂ —th e . 

H-e-a-l-y—I-I—p ^ o - je ^- t t h e - n —t h e  - Leg  i  s 1-ature • w i-11-have t o - a d o p t—a- 

J o i n t  R e s o l u t i o n  e n a b l i n g  t h e  Powe r  A u t h o r i t y  t o  p r o c e e d  w i t h  t h e  

p r o j  eo-t-r

Mr .  C h a i r m a n ,  I  w o u l d  l i k e  t o  t h a n k  t h e  F i n a n c e  C o m m i t t e e  f o r  t h e  

o p p o r t u n i t y  t o  t e s t i f y  a n d  w o u l d  be  h a p p y  t o  a n s w e r  ^a n y  q u e s t i o n s  

w h i c h  y o u  may h a v e .

r
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Ma r c h  15,  1978

T h e  H o n o r a b l e  C l a r k  G r u e n i n g  
S t a t e  R e p r e s e n t a t i v e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  99811

D e a r  R e p r e s e n t a t i v e  G r u e n i r i g :

You h a v e  r e q u e s t e d  i n f o r m a t i o n  on t h e  l e v e l  o f  a p p r o p r i a t i o n  w h i c h  
s h o u l d  b e  made  t o  t h e  P owe r  P r o j e c t  R e v o l v i n g  L o a n  F u n d .  As y o u  
k n o w ,  p r e v i o u s  a p p r o p r i a t i o n s  t o  t h e  F u n d  h a v e  b e e n  e a r m a r k e d  b y  • 
t h e  L e g i s l a t u r e  f o r  a p p l i c a t i o n  t o  s p e c i f i c  p r o j e c t s  w i t h  t h e  t e r m s  
o f  t h e ' l o a n s  e s t a b l i s h e d  by  t h e  B o a r d  o f  D i r e c t o r s  o f  t h e  P o w e r  
A u t h o r i t y .  T h i s  p r o c e d u r e  w o u l d  a p p e a r  t o  bo  an u n n e c e s s a r y  d r a i n  
o f  t h e  L e g i s l a t o r s  t i m e ,  a n d  a n  i n e f f i c i e n t  a n d  u n t i m e l y  m e a n s  o f  
a s s i s t i n g  t h e  c o m m u n i t i e s .  T h e  P owe r  A u t h o r i t y  s h o u l d  be  e n t r u s t e d  
w i t h  t h e  f u l l  r e s p o n s i b i l i t y  t h a t  i t  was  i n t e n d e d  wh e n  i t s  s t a t u ­
t o r y  b e i n g  was  p r o m u l g a t e d .

T h e  P o w e r  P r o j e c t  R e v o l v i n g  L o a n  F u n d  s h o u l d  be a p p r o p r i a t e d  on  
a m o u n t  c o m m e n s u r a t e  w i t h  c o m m u n i t y  n e e d s  a n d  s h o u l d  be f i l l  i y  a d m i n i ­
s t e r e d  by  t h e  B o a r d  o f  D i r e c t o r s  o f  t h e  P owe r  A u t h o r i t y .  F o r  t h i s  
p u r p o s e ,  t h e  P owe r  A u t h o r i t y  i s  e s t a b l i s h i n g  R u l e s  a n d  R e g u l a t i o n s  
n e c e s s a r y  f o r  t h e  a d m i n i s t r a t i o n  o f  t h e  L o a n  p r o g r a m .  T h e s e  r u l e s  
a n d  r e g u l a t i o n s  w i l l  be  p r e s e n t e d  t o  t h e  B o a r d  o f  D i r e c t o r s  a t  t h e  
n e x t  p u b l i c  m e e t i n g  o f  t h e  A u t h o r i t y  w h i c h  i s  s c h e d u l e d  f o r  M a r c h  17,  
1978.  A f i r s t  d r a f t  o f  t h e s e  r u l e s  a n d  r e g u l a t i o n s  i s  a t t a c h e d  f o r  
y o u r  r e v i e w .

T h r o u g h  c o r r e s p o n d e n c e  w i t h  t h e  v a r i o u s  c o m m u n i t i e s  a n d  t h e i r  e n g i ­
n e e r i n g  c o n s u l t a n t s ,  t h e  A u t h o r i t y  i s  a w a r e  o f  a t  l e a s t  $3 . 0  m i l l i o n  
n e e d e d  f o r  v a r i o u s  h y d r o p o w e r  s t u d i e s  a l o n e .  To t h i s ,  a i ^  e s t i m a t e d  
$2. 0 m i l l i o n  s h o u l d  be  a d d e d  t o  p r o v i d e  f o r  t h e  c o n v e n t i o n a l  p o w e r  _ _
n e e d s  o f  c o m m u n i t i e s  w h i c h  h a v e  n o t  h a d  t h e  o p p o r t u n i t y  t o  mak e  t h e i r  
n e e d s  k n o w n .  A b r e a k d o w n  o f  t h e  c o m m u n i t i e s  w h i c h  w o u l d  a p p e a r  t o  
h a v e  a l e g i t i m a t e  n e e d  f o r  p l a n n i n g  f u n d s  i s  c o n t a i n e d  on  t h e  
a t t a c h e d  l i s t .  T h i s  i n f o r m a t i o n  i s  i n t e n d e d  f o r  b a c k - u p  i n f o r m a t i o n  
a n d  s h o u l d  n o t  be  c o n s t r u e d  as  t h e  a c t u a l  d o l l a r  a m o u n t s  t h a t  t h e  
c o m m u n i t i e s  w i 1 1 ' u l t i m a t e l y  r e q u e s t ,  n o r  i s  i t  n e c e s s a r i l y  t h e  a m o u n t  
t h a t  t h e  Powe r  A u t h o r i t y  w o u l d  a c t u a l l y  l o a n  f o r  t h e  i n d i v i d u a l  p r o ­
j e c t s .  T h e s e  d e c i s i o n s  s h o u l d  be l e f t  t o  t h e  d i s c r e t i o n  o f  t h e  
Pow e r  A u t h o r i t y  a f t e r  i t  h a s  b e e n  s u p p l i e d  w i t h  a d d i t i o n a l  i n f o r m a t i o n  
f r o m  t h e  a p p l i c a n t s .



T h e  H o n o r a b l e  C l a r k  G r u e n i n g  
M a r c h  15,  1978 
Pa g e  Two

You  h a v e  a l s o  r e q u e s t e d  my v i e w s  on t h e  G r e e n  L a k e  H y d r o p o w e r  P r o j e c t .
I  w o u l d  l i k e  t o  r e f r a i n  f r o m  a n s w e r i n g  a t  t h i s  t i m e  as  o u r  f i n a n c i a l  
a d v i s o r s  a r e  p r e s e n t l y  r e v i e w i n g  t h e  p r o j e c t .  I  h a v e  h a d  t h e  o p p o r ­
t u n i t y  t o  c o n t a c t  t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  a n d  o t h e r  
S t a t e  a n d  F e d e r a l  a g e n c i e s  r e g a r d i n g  t h e  G r e e n  L a k e  p r o j e c t .  E v e r y ­
o n e  i s  g i v i n g  i t  t o p  p r i o r i t y .  T h e  F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s ­
s i o n  i n d i c a t e s  t h a t  i t  s h o u l d  he  i n  a p o s i t i o n  t o  r e n d e r  a d e c i s i o n  
on  t h e  l i c e n s e  a p p l i c a t i o n  b y  M a r c h ,  1979 i f  t h e r e  i s  n o  e x t e r n a l  p r o ­
t e s t  t o  t h e  p r o j e c t .  My m a i n  c o n c e r n  i s  t h a t  an  a v e n u e  a c t u a l l y  e x i s t s  
by  w h i c h  t h e  p r o j e c t  c a n  be  f i n a n c e d .  I t  was  a s s u m e d  i n  t h e  l i c e n s e  
a p p l i c a t i o n  t h a t  f i n a n c i n g  w o u l d  be a v a i l a b l e  t h r o u g h  s t a t e  a p p r o p ­
r i a t i o n s  o r  t h e  b o n d  m a r k e t .  Ou r  f i n a n c i a l  a d v i s o r  i s  i n  t h e  p r o c e s s  
now o f  e v a l u a t i n g  t h e  p o s s i b i l i t y  o f  t h e  l a t t e r  mod e  o f  f i n a n c i n g .  T h o  
$3.0.6 m i l l i o n  r e q u e s t  w o u l d  be  f o r  a c c e s s  r o a d  c o n s t r u c t i o n ,  o r d e r i n g  
o f  m e c h a n i c a l  e q u i p m e n t ,  a n d  f i n a l  d e s i g n  a n d  s p e c i f i c a t i o n s .  I f  
t h e s e  f u n d s  a r e  mad e  a v a i l a b l e ,  t h e  P owe r  A u t h o r i t y  c o u l d  a d m i n i s t e r  
t h e i r  d i s b u r s e m e n t  i f  y o u  d e s i r e .

I f  y o u  f e e l  t h a t  a d d i t i o n a l  b a c k - u p  i n f o r m a t i o n  f o r  t h e  P o w e r  P r o j e c t  
R e v i v i n g  L o a n  F u n d  i s  n e e d e d ,  p l e a s e  c a l l  u p o n  me .

E r i c  P . Y o u l d  \ 

E x e c u t i v e  D i  r  e c 1o r
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IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HO U S E  B I L L  NO. M 2  (Finance)

IN T HE 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-11 ar. I o supply existing or 

future industrial needs:;

(3) the achievement of the goals of lowest ren.se nab j £ I LOWER 

consumer power cost s and bencf i.c i_al_ long-term economic, growth and of 

establishing, operating and d e v eloping power projects in the- state will 

he accelerated and facilitated by the creation of an instrumentality of 

the stale with powers to c o n s t r u c t, acquire, finance, and |INCUR DLR] 

FOR CONSTRUCTING, AND WITH POWERS TO) operate!,] power projects

*  Sec. 2. AS AA.^6.030 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 M 2 ( F i n a n c e )
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t h e  r i g h t s  a n d  p r i v i l e g e s  o f  d i r e c t o r s  e x c e p t  f o r  t h e  r i g h t  t o  v o t e  a n d  

m a y  n o L  b e  c o n s i d e r e d  f o r  p u r p o s e s  o f  q u o r u m  o r  v o t i n g .

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

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

one of the directors at l a rge [PUBLIC MEMBERS] as chairman and other 

officers they determine desirable. The powers of the authority are 

vested in the directors, and three directors of the authority 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 

directors. The directors of the authority serve without compensation, 

but they shall receive the same travel pay and per diem as provided by 

law for board members.

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

Sec. 44.56.045. QUALIFICATIONS, POWERS, AND DUTIES OF OFFICERS AXE 

DIRECTORS. (a) The directors at large must be residents and qualified 

voters of Alaska and shall comply with the requirements of AS 30.50 

(conflict of interests). The directors at large shall serve i ir-year 

terms. The four original directors at large have terms of one, two, 

three, and four years, respectively.

(1>) A vacancy in a directorship occurring other than by expiration

of a term shall be filled in the same manner as the original a p p o i n t­

ment, but for the unexpired portion of the term only.

(c) The authority shall employ an executive director 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, consultants, 

experts, arid financial and technical advisors the authority considers 

necessary for the purpose of conducting studies, investigations, h e a r­

ings, or other proceedings. The board of directors shall establish the

-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 p r o sperity and 

economic welfare of the people of Alaska by p roviding a means of c o n­

structing, acquiring, financing and operating power prod u c t i on facil- 

itics limited Lo fossil fuel, wind power, tidal, g e o t h e r m a l, hy d r o -

electric, or solar energy production and waste energy conserve lion 

faci1i ties fHYDROELECTRIC AND FOSSIL FUEL GENERATING PROJECTS].

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

(5) to acquire, w h e ther by construction, purchase, gift or 

lease, and Lo improve, equip, [AND] operate, and maintain power p r o­

jects;

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

(6) to issue bond-. Lo carry out any of its corporate purpose 

and powers, including the acquisition or construction of a project to b 

owned or leased, as lessor or lessee, by the authority, or by another 

p erson , or the acquisition of any interest in a proj e c t [JT| or any 

right to capacity of a p r o j ect [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) is 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 A GENCY OR INSTRUMENTALITY OF THE STATE, M U N I C I P A­

LITY, PRIVATE ORGANIZATION OR OTHER SOURCE];

nA -3- CSHB 4 4 2 (Finance)
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Sec. 9. AS 44.56.080(10) is 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 f i n a n c i n g , 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) is amended tc read:

(11) Lo enter into contracts I TOR THE PURCHASE, S A L E , E X­

CHANGE, TRANSMISSION, 013 USE OF POWER GENERATED BY A PROJECT, OK ANY 

RIGHT TO T HE CAPACITY OF IT] with any person and with the United States, 

and, subject lo the laws of the United States and subject, to the c o n­

currence of the legislature, with a foreign country or its agencies for 

the purchase, sale, exchange, transmission, or u se of p o w e r f r o n i  a 

project, or any right to the capacity of it:

L 2OA

Sec. 11. AS 44.56.080(13) is 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 A LASKA PUBLIC UTILITIES

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 4 4 2 (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 a u t h o­

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 l.o the jurisdiction of the Alas!:- 

Public Utilities Commission. Nothing in this chapter grants Lhe a u t h o­

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 c o n­

tracts for Lhe purchase of electricity by a public utility.

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

(1) make e d enter into any and all the covenants and a g r e e­

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) l.lie application, investment., deposit, use and d i s­

position of Lhe proceeds of bonds of the authority or of mo n e y  or 

other property of the authority or in which it has an interest;

(15) I lie 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;

(C) Lhe assignment by the authority of its rights in 

contracts with respect. Lo a project, or to generated po w e i or in a 

mortgage or other security interest, created with respect lo a

-5- CSliB 442.(Finance)
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project or generated p o w e r to a trustee for the benefit of b o n d­

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, p e r f o r­

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\ 

inju n c t ion [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 lrust agreement;

Sec, 14. AS 4 4.56.110(d) in amended to read:

(d) ]f 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 E X­

CEEDING 10 PER CENT OF THE I’K I NO 11'AI. AMOUNT OF AI..I, OF THOSE 1.0XDS S E­

CURED BY THAT CAPITAL RESERVE FUND THEN TO BE ISSUED AND THEN Ol/J - 

STANDING IN ACCORDANCE WITH THEIR TERMS,] as may be established by 

resolution of the authority (called the "capital reserve lund r e q u i r e­

ment:"), unless the autlority, at the time of issuance ol tin- o b l i g a­

tions, deposits in the. capital reserve fund from the proceeds of the 

obligations Lo be issued or from other sources, an amount, which, t o­

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 L h e  authority is

-6- CSIIB 4A2(Finance)
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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 sta t e; however, the a u th o r ity may make payments in 

place of taxes in amounts equal to the real and p ersonal p roperty taxes 

which would be assessed on iLs real and personal property by each poii 

tical subdivision in which its property is located Lo the s ame ext e nt a; 

if that property w e r e private property and the au t h o rity were a non-

publ i c corporal- i o n . 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 a re exempt from taxation 

except for transfer, inheritance and estate taxes.

* Sec. 16. AS A h . 56.170 is repealed and re-enacted to read;

Sec. AA .56.170. FUND ESTAIJI.ISIIEI); LOAN'S. (a) There is e s t a b­

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 c o m­

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- 
(!}|ie<ud A id

ties, cities, boroughs,^viI I aye corporations, village councils, and n o n­

profit marketing cooperat ives to pay I lie 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 -  C S H B  6 4 2 ( F i n a n c e )
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supply including surface storage and groundwater sources and t r a n s m i s­

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 and conditions, and c o l­

lateral or any other security required for loans; and

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

(d) Any loan made by the authority must he made according lo tho 

standards, criteria, and procedures established by regulation under th 

sect i o n .

(e) Repayment of the loans shall be secured in such m a n n e r  as l.h 

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 made has achiev'

earnings from its operations sufficient to pay the loan.

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

Sec. 44.56.180. A S S E S S M E N T , PROPOSAL, A N D  CONSTKUCI ION CT P R O­

JECTS. (a) Tire authority shall., for each new p roj oc t , de t e rm i i if the 

most appropriate means by which to finance a project: which may includ 

but is not limited to,

(1 )___ the ij;suance of revenue b o n d s:__

(2) a guarantee of ind e btedness by the A l a s k a P ermanent: Fi 

Corporafi on i n a ccordance wi t h AS 37.1 3.200:

(3) an a ppropri at i on f r om the general f urid ; o r

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

(b) Upon completion of Lhe reconnai sance study , Lhe au t h o rity 

sha'J 1 ’bini.t to the gov e rnor and the legislature a s tatement of its

ro.comm .. • ins for fina n c ing each new proje c t . financing pla n  m a y

include ... . -end at i on for a gua ran tee of i ndeb tedness or a general

fund a p p ropriation only when necessary to s u p plement private f i n a n c ing

in o r d er to make a p r o j e c t financially f ea* i b l c . I f the r ecommended

financing ror I lie proje ct includes a g uarantee of indebte d n ess by t h e

perm an out, fu l id or an appropri at i on from the general fun d_, the le gi_sj aj

Lure must first give i ts a pproval by concurrent resolution before Lhe 

authori ty may proceed wi I h t Ik : engineering o r design phase of the -p r o­

ject . The legislative approval required in this su bsection m a y not, be

considered the approval requi red under AS 37.13.230 for granting of a 

permanent fund guaran i e e .

(e_) Tlic authority shall submit a statement outlining the general 

design, demonstration of financial feasibility, and maximum amount of 

bonds and appropriat ions estimated to be necessary for each new project 

for which the m a x imum estimated total, co st, is $ 5 0,0 0 0 , 000 or g rea t er lo 

the governor and the legislature [AND THE COMMISSIONER OF COMM E R C E  AND  

ECONOMIC DEVELOPMENT!, together with a statement, that the authority 

intends to design, acquire, |AND 1 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 co n c u rrent [JOINT] r e s o­

lution approving the general design and maximui amount of bonds, the 

authority shall, in accordance with the terms of the co n c u rrent. [.JOINT] 

resolution, (1) proceed to design, acquire and construct the new p r o­

-9- CSHB 442(Finance.) (
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j e c t , 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, a c q u i­

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.

j d ) 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 r e­

quired, if 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^ 

(?._) |, TO] any repair or reconstruction of a project; [,] or (3) [TO] 

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, d e­

sign, acquisition or construction may be undertaken by the authority 

without any of the approvals necessary for a new project.

Sec. IS. AS A A.56.180 is amended by adding a new subsection to read:

(e) Any power project proposal requiring approval by the l e g i s­

lature under this chapter,1 Logether wi Lh supporting data, analyses, arid 

findings of the authority, shall be submitted to the governor for r e­

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(F i n a n c e )



WORK DRAFT PAPER WORK DRAFT PAPER WORK DRAFT PAPER

is consistent with the long-term p]and to the legislature.

* Sec. 19. AS 44.56.210 is repealed and re-enacted to read:

Sec. 44.56.210. A P P R O P RIATIONS A ND REPORTS. (a) Notwithstanding 

any other provision in this chapter, Lhe authority is subject to the 

provisions of the Executive Budget A ct (AS 37.07).

(1)) The authority shall, by the 15th day of each regular l e g i s­

lative session, present Lo the legislature a report detailing project 

status, original costs and projected costs, particularly h i g hlighting 

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 i! shall be s u b­

mitted to the governor for his approval and shall he reviewed by all 

appropriate state agencies. A f t e r  approval by the governor the plan 

shall he submitted Lo the legislature.

'• See. 21. AS 44.56.230(4) is amended to read:

(4) "power project" or "project" means a plant, works, s y s­

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 IOSST.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 e n­

tities set out in AS 01. .1 0 . 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 IbaL 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 is repealed.

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

10.070(c).

#
2 0 A
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A L A S K A  C E N T E R  F O R  T H E  E N V I R O N M E N T

913 W E S T  6TH AVENUE ANCHORAGE, ALASKA 99501 (9071274-3621

A p r i l  1 4 ,  1 9 7 8

R e p .  S t e v e  C o w p e r ,  C h a i r m a n  
H o u s e  F i n a n c e  C o m m it t e e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 0 1  

D e a r  S t e v e :

We w o u ld  l i k e  t o  m ake s e v e r a l  o b s e r v a t i o n s  on  a m e n d m e n ts  
t o  CSHB 4 4 2  s u b m i t t e d  b y  G o v .  Hammond a n d  t h e  A l a s k a  P r o e r  
A u t h o r i t y  (APA) now b e f o r e  y o u r  c o m m i t t e e .

I n  S e c t i o n  1 ( 3 )  " l o w e r  c o n s u m e r  p o w e r  c o s t s "  h a s  b e e n  
c h a n g e d  t o  " r e a s o n a b l e  c o n s u m e r  p o w e r  c o s t s " .  T h i s  i s  t h e  
m o s t  i m p o r t a n t  r e v i s i o n  a n d  b e a r s  i n v e s t i g a t i o n  b y  y o u r  c o m m i t t e e  
a s  i t  c o u l d  h a v e  a  g r e a t  e f f e c t  on c o n s u m e r  p r i c e s .  T h e  APA 
w o u ld  n o t  b e  l e g a l l y  r e q u i r e d  t o  p r o v i d e  t h e  l o w e s t  c o s t  
e n e r g y  a n d  t h e  i n c e n t i v e  w o u ld  b e  r e m o v e d .  T h e  t e r m " r o a s o n a b l e "  
r e x ^ l a c e s  " l o w e s t "  a g a i n  i n  S e c t i o n  9 ( a ) .

T h e  i d e a  t o  u s e  t h e  t e r m  " r e a s o n a b l e "  u n d o u b t e d l y  co m e s  
f r o m  t h e  B a t t e l l e  S t u d y  " A l a s k a n  E l e c t r i c  P o w e r :  An A n a l y s i s  
o f  F u t u r e  R e q u i r e m e n t s  an d  S u p p l y  A l t e r n a t i v e s  f o r  t h e  R a i l b e l t  
R e g i o n " .  I n  S e c t i o n  1 0 . 1 . 1  o f  t h i s  s t u d y  ( A l a s k a ' s  P e r c e p t i o n  
o f  " N e e d "  f o r  P o w e r ) ,  B a t t e l l e  c i t e s  a  c o u r t  c a s e  w h ic h  
d i s t i n g u i s h e s  " n e e d "  f r o m  " d e m a n d " .  A c c o r d i n g  t o  t h e  B a t t e l l e  
s t u d y ,  " i f  t h e  A u t h o r i t y  p e r c e i v e d  dem and i n  e x c e s s  o f  t h e  n e a r  
t e r m  n e e d s ,  p o w e r  c o s t s  may e x c e e d  t h e  c r i t e r i a  o f  a c h i e v i n g  
l o w e r  p o w e r  c o s t s  b e c a u s e  o f  r e d u c e d  r e v e n u e s . . . . T h i s  
s t a n d a r d  c o u l d  c a u s e  a  c o n f l i c t  w i t h  r e s p o n s i b i l i t i e s  b y  o t h e r  
s t a t e  a g e n c i e s  when t h e y  h a v e  t r u s t e e  d u t i e s  f o r  a l l o c a t i o n  o f  
r e s o u r c e s . "

C o n s e q u e n t l y  t h e  B a t t e l l e  s t u d y  r e c o m m e n d s  t h e  " A u t h o r i t y  
s h o u l d  s e e k  r e v i s i o n  o f  t h e  s t a n d a r d  i n  A l a s .  S t a t .  4 4 . 5 6 . 0 1 0  ( a )
( 3 )  s o  t h a t  i t  r e a d s  " r e a s o n a b l e  p o w e r  c o s t s " .  W h i l e  t h e  
B a t t e l l e  r e c o m m e n d a t i o n s  a r e  i n  t h e  b e s t  i n t e r e s t  o f  t h e  APA,

R EC Y C LE D  P A P E R



-page two-

i t 1s  q u e s t i o n a b l e  w h e t h e r  t h e y ' r e  i n  t h e  b e s t  i n t e r e s t  o f  t h e  
c o n s u m e r .

S e c t i o n  9 ( b )  s t a t e s  t h e  APA i s  n o t  s u b j e c t  t o  t h e  
j u r i s d i c t i o n  o f  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m is s i o n  (A P U C ).  
H o w e v e r  t h e  APUC r e g u l a t e s  u t i l i t i e s  s o  p o w e r  c o s t s  a r e  a s  
lo w  a s  p o s s i b l e .  T h i s  s h o u l d  a p p l y  t o  t h e  APA a s  w e l l  i n  
o r d e r  t o  p r o t e c t  c o n s u m e r  i n t e r e s t s .

S e c t i o n  4 4 . 5 6 . 1 8 0  d o e s n ' t  r e q u i r e  l e g i s l a t i v e  a p p r o v a l  
o f  p r o j e c t s  f o r  w h i c h  t h e  maximum a m o u n t  o f  b o n d s  e s t i m a t e d  i s  
$ 5 0 , 0 0 0 , 0 0 0  o r  g r e a t e r .  I s n ' t  t h i s  e x c e s s i v e  i n  s p i t e  o f  
t o d a y ' s  c o s t s ?  A c c o r d i n g  t o  G o v .  Hammond, " t h e s e  a m e n d m e n ts  
w e r e  d e s i g n e d  t o  im p r o v e  t h e  A u t h o r i t y  t h r o u g h  i n c r e a s e d  
p u b l i c  a c c o u n t a b i l i t y  a n d  b r e a d t h  o f  i n p u t " .  T h i s  s e c t i o n  
d o e s n  t  s e e m  t o  f u l f i l l  h i s  c r i t e r i a .

V e ' r e  m o s t  i n t e r e s t e d  i n  y o u r  i m p r e s s i o n s  o f  t h e s e  
p a r t i c u l a r  s e c t i o n s  o f  t h e  a m e n d m e n ts  t o  CSHB 4 4 2 .

S i n c e r e l y , '

/ /
L i z  H o l l o w a y

c c . G o v .  J a y  Hammond
T h e l m a  B u c h h o l d t  
O r a l  F r e e m a n  
C l a r k  G r u e n i n g  
R u s s  i - l e e k i n s
T i n a  S t o n o r o v ,  A l a s k a  C o n s e r v a t i o n  S o c i e t y  
V i r g i n i a  d a l  P i a z ,  A l a s k a  C o n s e r v a t i o n  S o c i e t y  
J a i m e  L o v e ,  A l a s k a  P u b l i c  I n t e r e s t  R e s e a r c h  G ro u p  
G e o r g e  M a t z ,  F a i r b a n k s  E n v i r o n m e n t a l  C e n t e r  
R o n  Hawk, S o u t h e a s t  A l a s k a  C o n s e r v a t i o n  C o u n c i l  
J i m  B a r n e t t ,  S i e r r a  C lu b
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By LOUISE COOK 
Associated Press Wrilcr

Steadily rising electric bills 
have focused new attention on 
the way utility rates are calcu­
lated and on possible changes in 
the traditional system under 
whim big customers pay pro­
portionately less money.
1 ’reposals pending in Congress 

\youlirreijinrv state utility com-
-T S S k ii Ji iS — U* cc'jaiIZniEIIjuiiV__£ina
mnlrovcrsia1 ways of setting 
lilies and „d istrll.uiLingllilo v~ij?. 
Anidn» the alternatives arc 
“lifeline" systems to provide,a 
minimum amount ol 'electiicity 
a’f" id • k - i j j ;Tt7rn r<7i‘ Or e

the time of day or season oTthc
CPTir  -------------------

'Mr recent report by the Coop­
erative Extension Service of New 
York Slate showed that 
electricity costs have increased 
by 78 percent over the past 10 
years. The recent coal strike and 
settlement boosted prices still 
further.
More and more of the fuel used 

to produce energy in the United 
States goes to generate

C o n s u m e r ,  W a t c h . ,

electricity. The National Con­
ference of State Legislatures says 
la percent of ali energy con­
sumed in 1950 was used to 
generate electricity; by 1076. 29 
percent of all energy wound up as 
electricity.

High consumption can be 
traced to the days when fuel was 
abundant. People were en­
couraged to use lots of elec­
tricity. “The_j]lQrc^£j^city 
demanded, the lower the per- 
kjlowait costs of"production,”

said the Cooperative Extension 
Sendee.
Tlikaiojation lerijansLutiljties 

to establish what is krnnyn_as a 
d L ^ r r r n g ^ f n t lT T n n r s t n i i j ^ rc  —  

thenlBnri&Tgelncliv you usc-thc 
le s s ^ j o t r ^ d y ^ p S ^ id lo w a t l Jw u r  

(TiwFii. ~—
"Supporter's of the declining rate 
structure, including large in­

dustrial users, note that it still 
costs less to deliver 1.000 kwh to" 
one large user than to deliver 100 
kwh to 10 small customers.

"Rates must reflect cost of ser­
vice," said Jay B. Kennedy, ex­
ecutive director of the Electricity 

Consumers Resource Council, an 
organization of industrial users.

ye- a Lb Cv'K */-/i 5/77
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P R O P O S E D  A M E N D M E N T S

O f f e r e d  i n  t h e  H O U S E  By (;ow>Ka>nb’es
 ̂1 Jjy ■ J, UJ/ifao ,il $ o>*

TO: H O U S E  B I L L  NO. 4 4 2 (Finance) 'O u  B e r k  *  / I c ^ c c i x i

P a g e  8, l i n e  20:

A f t e r  " l o a n . "  a d d  a n e w  s u b s e c t i o n  to read:

(f) P e r s o n s  w i t h  l o a n s  o u t s t a n d i n g  f r o m  t h e  w a t e r  r e ­

so u r c e s  r e v o l v i n g  l o a n  f u n d  (AS 4 5.86) o n  t h e  e f f e c t i v e  d a t e  

o f  t h i s  A c t  m a y  b o r r o w  f r o m  the p o w e r  p r o j e c t  r e v o l v i n g  l o a n  

f u n d  f o r  a t e r m  n o t  e x c e e d i n g  50 y e a r s  a n d  at an i n t e r e s t  r a t e

o f  n o t  le s s  t h a n  t h r e e  n o r  m o r e  t h a n  f i v e  p e r  c e n t  p e r  y e a r
p r i n c i p a l  a n d  i n t e r e s t  

o n  t h e  u n p a i d  b a l a n c e .  R e p a y m e n t  o f  l o a n  A  s h a l l  c o m m e n c e  on

th e  d a t e  o f  c o m m e r c i a l  o p e r a t i o n  o f  t h e  p r o j e c t  f u n d e d  b y  the

l o a n  o r  10 y e a r s  f r o m  the d a t e  the l o a n  is g r a n t e d ,  w h i c h e v e r

is e a r l i e r .

P a g e  8, l i n e  3:

A f t e r  " l o a n s "  a d d  t h e  f o l l o w i n g  l a n g u a g e :

, e x c e p t  l o a n s  m a d e  u n d e r  (f) o f  this s e c t i o n ,

P a g e  10, l i n e  22:

A f t e r  " c h a p t e r , "  a d d  t h e  f o l l o w i n g  l a n g u a g e :

e x c e p t  o n  p r o j e c t s  w i t h  a complete, r e c o n n a i s a n c e  s t u d y  on

the effective date of this Act,
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IN THE HOUSE BY THE COMMERCE COMMITTEE

CS F O R  HOUSE BILL NO. 442

IN THE L EGISLATURE 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) is amended to read:

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

costs a nd 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 wit h  

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. (a) The authority 

shall consist of the following directors:

(1) four directors at large to be appointed by the governor 

for four-year t e r m s ;

(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, A ND DUTIES OF OFFICERS 

AND DIRECTORS. (a) 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.

(c) The authority shall employ a general manager who may, w i t h  

the approval of the authority, employ additional staff as necessary.

In addition to its staff of regular employees, the authority may c o n­

tract for and engage the services of legal and bond counsel, c o n s u l­

tants, experts, and financial and technical advisors the authority 

considers n e cessary for the purpose of conducting studies, inv e s t i g a­

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 is 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 o f  the people of Alaska by providing a means of 

constructing, acquiring, financing, and operating power [HYDROELECTRIC 

A ND FOSSIL FUEL GENERATING] projects employing any feasible t e c h n o l o g y .

* 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 p r o­

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 A GENCY OR A N  A GENCY OR INSTRUMENTALITY OF THE 

STATE, MUNICIPALITY, PRIVATE ORGANIZATION O R  OT H E R  SOURCE];

CSHB 442 -2-



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

(11) to enter into contracts [FOR THE PURCHASE, SALE, 

EXCHANGE, TRANSMISSION, O R  USE OF POWER GENERATED BY A  PROJECT, O R  ANY 

RIGHT TO THE CAPACITY OF IT] wi t h  any person and wit h  the United 

States, and, subject to the laws of the United States and subject to 

the concurrence of the legislature, wi t h  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 i t ;

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

(13) to perform feasibility studies wi t h  respect to [HY­

DROELECTRICAL A N D  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 

C O M M I S S I O N . (a) The authority shall, in addition to other methods

w h i c h  it m a y  find advantageous, provide that municipal electric, rural 

electric, cooperative electric, or private electric utilities and 

regional electric autho r i t i e s ^  [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 s h a l l , except for bulk industrial 

p u r c h a s e r s , sell the power or cause the power to be sold at the lowest 

practicable prices wh i c h  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 O P ERATING CHARGES, PLUS A  FAIR COST OF TRANSMISSION,

A LL AS DETERMINED BY THE DIRECTORS, A N D  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 d i s t r i b u­

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] o p e r a t­

ing and m a i n t enance expenses of a project and costs of renewals, 

replacements and improvements of it;

(2) for payment of the proportionate share of interest on 

and a m o rtization 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 m a r k e t a b i l i t y  of its bonds;

(3) for continuous control and o p eration 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 m a y  be fixed initially in the contract and 

m ay 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 o f  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-



(8) other terms not inconsistent w i t h  the provisions and 

policy of this chapter as the authority m a y  consider advisable. 

[CONTRACTS TO SELL P O W E R  A RE SUBJECT TO R EVIEW BY THE A L A S K A  PUBLIC 

UTILITIES COMMISSION.]

(b) The authority is not subject to the jurisdiction of the 

A laska Public Utilities Commission. Nothing in this chapter grants 

the authority any j u r isdiction over the services or rates of any 

public utility or diminishes or otherwise alters the jurisdiction of 

the Alaska Public Utilities Commission w i t h  respect to any public 

utility, including any right the commission m a y  have to r eview 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:

(a) In the discretion of the authority, an issue of bonds m ay 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, w i t h  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

w h i c h  the authority may

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

agreements wit h  the trustee or the holders of the bonds w h i c h  the 

a uthority 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 w h i c h  it has an interest;

by the project;
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(B) the fixing and collection of rentals, charges, 

fees or other consideration for, and the other terms to be i n c o r­

porated in, contracts wit h  respect to a project or to generated 

p o w e r ;

(C) the assignment by the authority of its rights in 

contracts w i t h  respect to a project or to generated power or in 

a mortgage or other security interest created wi t h  respect to a 

project or generated power to a trustee for the benefit of 

b o n d h o l d e r s ;

(D) the terms and conditions upon wh i c h  additional 

bonds of the authority m ay 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 w i t h  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 wi t h  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 m a t ters of like or different 

character w h i c h  in any w a y  affect the security or protection of the 

b o n d s .

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

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



(8) other terms not inconsistent wi t h  the provisions and 

policy of this chapter as the authority may consider advisable. 

[CONTRACTS TO SELL P O W E R  ARE SUBJECT TO REVIEW BY THE A L A S K A  PUBLIC 

UTILITIES COMMISSION.]

(b) The authority is not subject to the jurisdiction of the 

A l a s k a  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 A laska Public Utilities Commission w i t n  respect to any public 

utility, including any right the commission m ay have to r eview 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:

(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, w i t h  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 

w h i c h  the authority m ay

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

agreements w i t h  the trustee or the holders of the bonds wh i c h  the 

authority may determine to be nece s s a r y  or desirable, including, 

without limitation, covenants, provisions, limitations and agreements 

as to

(A) the application, investment, deposit, use and

d isposition of the proceeds of bonds of the authority or of money

or other property of the authority or in w h i c h  it has an interest;

by the project;
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capital reserve fund, the bonds m a y  not be issued if the amount in the 

capital reserve fund is less than such an amount [A PER CI.NT, NOT 

EXCEEDING 10 P ER CENT OF THE PRINCIPAL A MOUNT OF ALL OF THOSE BONDS 

SECURED BY THAT CAPITAL RESERVE FUND THEN TO BE ISSUED AND THEN O U T­

STANDING IN A C C O RDANCE W I T H  THEIR T E R M S ,1 as m ay be established by 

resolution of the authority (called the "capital reserve fund r e q u i r e­

ment") , unless the authority, at the time of issuance of the o b l i g a­

tions, deposits in the capital reserve fund from the proceeds of the 

obligations to be issued or from other sources, an amount which, 

together w i t h  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 f u n c­

tion and purpose and is exempt from all taxes of the state or a p o l i t i­

cal subdivision of the s t a t e ; however, the authority shall make payments 

in place of taxes in amounts equal to the real and personal property 

taxes wh i c h  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 wer e  private property and the authority 

we r e  a non-public c o r p o r a t i o n . 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 a u t h o­

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 e s t a b­

lished as a separate fund the power project revolving fund w h i c h  shall
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be administered by the authority as a trust fund separate and distinct 

from any other mo n e y  or funds of the authority, and which shall be c o m­

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 mar k e t i n g  cooperatives to pay the costs of feasibility 

studies, p r e construction engineering, design, construction, equipping, 

modifi c a t i o n  and expansion of power projects and for other energy r e­

quirements or conservation including but not limited to geothermal, 

solar, hydroelectric or wind power energy production, and waste energy 

conservation.

(c) Before m aking any loans from the power project revolving 

fund, the authority shall by regulation specify the standards for 

those loans w i t h  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 c o l­

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



a uthority shall submit a statement outlining the general design, 

demonstration of financial feasibility, and m a x i m u m  amount of bonds 

estimated to be n e cessary for each n e w  project to the governor and the 

legislature [AND THE COMMISSIONER OF COMMERCE AND ECONOMIC D E V E L O P M E N T ] , 

together w i t h  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 m a x i m u m  amount of bonds, the authority shall, in 

accordance w i t h  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 o t h e r­

wise on the terms and conditions as m ay 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 

w or k  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 n ew project does not include an addition 

or m o d i f i c a t i o n  to an existing project if the total cost of the addition 

or modifi c a t i o n  does not exceed $1,000,000, to any repair or r e c o n s t r u c­

tion of a project, or to any design, acquisition or construction n e c e s­

sary to complete a project for wh i c h  bonds previously authorized by the 

legislature hav e  been issued. A n y  such addition, modification, repair, 

reconstruction, design, acquisition or construction m ay be undertaken by
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the authority w i t h o u t  any of the approvals n e cessary for a n e w  project. 

Sec. 15. AS 44.56.180 is amended b y  adding n e w  subsections to read:

(b) Any power project proposal requiring approval by the l e g i s­

lature under this chapter, together with supporting data, analyses, 

and findings of the authority, must be submitted to the governor for 

r eview as provided in this chapter. The proposal shall contain f i n d­

ings of fact by the authority regarding the following items:

(1) the consistency of the project or action w it h  the l o n g­

term electric power development plan and w i t h  relevant state laws and 

p o l i c i e s ;

(2) the balance of benefits and costs to / L . i k a , including 

environmental and social costs, and the ability of the project to 

generate sufficient revenues to be self-supporting;

(3) whether a project wh i c h  will physically impinge upon a 

park, wildlife refuge, registered historic site, critical habitat area, 

or state land classified for public recreation, has a feasible a l t e r­

native project design or site;

(4) w h e ther any alternative to the project or action wh i c h

w o u l d  result in comparable volumes of power at a lower cost has been

rejected because the authority finds that social, cultural, or e n v i r o n­

mental considerations j u s tify rejection; and

(5) the w a y  in wh i c h  the authority's policies and its p r o­

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 

d e v e l o p m e n t ;
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(C) facility siting policies and the conformity of 

project proposals to federal, state, and local land use and 

community development plans and p o l i c i e s ;

(D) rural e l e ctrification policies as they affect 

regional growth;

(E) reliab i l i t y  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 p o l i c y  matters relevant to the actions of 

the authority.

(c) 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 r e v i e w  and the review of a p p r o­

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 l e g i s­

lative session, present to the legislature a report detailing project 

status, original costs and p r ojected costs, particularly highlighting 

any costs in excess of the original cost estimates submitted for each 

project whe n  that project was ori g i n a l l y  approved by the legislature.

* Sec. 17. AS 44.56 is amended b y  adding a n e w  section to read:

Sec. 44.56.224. L O N G - T E R M  PLAN. The Department of Commerce and

Economic Development, assisted by the authority, shall prepare, and as 

a ppropriate revise, a l ong-term electrical power development plan for 

m e e ting projected electrical energy demand in A laska at the lowest 

feasible cost, including environmental and social costs, consistent
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wit h  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 

o btain and consider, through appropriate public input processes, the 

e xpertise 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 s u b­

mit t e d  to the governor for his r eview and for review by all appropriate 

state agencies. The department shall adopt the pl a n  if it is shown to 

be consistent w i t h  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) 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 wit h  

all facilities and appurtenances related to them or necessary for the 

purposes of them used or useful in the ge n e r a t i o n ^  by means of any 

feasible technology, [WATER O R  FOSSIL FUEL] of electric power and the 

production, transmission, purchase, sale, exchange and interchange of 

electric power, and shall include any interest in them, w h e ther divided 

or undivided, or any right to the capacity of themj_ [.]

Sec. 19. AS 44.56.230 is amended by adding a n e w  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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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 E N A CTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  Section 1. AS 44.56.010(a)(3) is amended to read:

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

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

developing power projects in the state will be accelerated and f a c i l i­

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] o p e r a t e [,] 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, one of w h o m  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 n e w  section to read:

Sec. 44.56.045. QUALIFICATIONS, POWERS, AND DUTIES OF OFFICERS 

AND DIRECTORS. (a) 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 e x p e r­

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 e x p i r a­

tion of a term shall be filled in the same m anner 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 m e e ting by the affirmative 

vote of at least three members entitled to vote.

(d) The directors at large and the chairman serve without c o m p e n­

sation, but they are entitled to receive the same per diem and travel 

allowances as provided by law for members of other boards and c o m­

missions .

(e) The authority shall employ a general m a n ager 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, c o n s u l­

tants, experts, and financial and technical advisors the authority 

considers necessary for the purpose of conducting studies, i n v e s t i g a­

tions, hearings, or other proceedings. The board of directors shall 

establish the compensation of the general manager.

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

Sec. A A . 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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te c h n o l o g y .

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

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

lease, and to improve, e quip^ [AND] o p e r a t e , and maintain power p r o­

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 A GENCY 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 i t ;

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

(13) to p e r form feasibility studies with respect to [HY­

DROELECTRICAL A ND 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 

C O M M I S S I O N . (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 a u thorities^ [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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a uthority [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 s h a l l , except for bulk industrial 

p u r c h a s e r s , 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, 

A LL 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 d i s t r i b u­

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] o p e r a t­

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 R EVIEW BY THE A L A S K A  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 4 4 . 5 6 . 1 1 0 (a) is 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
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or under a resolution giving powers to a corporate trustee by means of 

w h i c h  the authority may

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

agreements w i t h  the trustee or the holders of the bonds w h i c h  the 

a uthority may determine to be n e cessary or desirable, including, 

w ithout 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 w h i c h  it has an interest;

(B) the fixing and collection of rentals, charges, 

fees or other consideration for, and the other terms to be i n c o r­

porated in, contracts wit h  respect to a project or to generated 

p o w e r ;

(C) the assignment by the authority of its rights in 

contracts wit h  respect to a project or to generated power or in 

a mortgage or other security interest created w i t h  respect to a 

project or generated power to a trustee for the benefit of 

b o n d h o l d e r s ;

(D) the terms and conditions upon which additional 

bonds of the authority may be issued;

(E) the v e s ting 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 w i t h  respec'-. to

a project by injunction [MANDAMUS] or other pro c e e d i n g  or by 

taking possession of by agent or otherwise and operating a project 

HB 442 '6 *
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and collecting rents or other consideration and applying the same 

in accordance w i t h  the trust agreement;

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

p roperty 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 

b o n d s .

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

(d) 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 P ER CENT OF THE PRINCIPAL AMOUNT OF A LL OF THOSE BONDS

SECURED BY THAT CAPITAL RESERVE FUND THEN TO BE ISSUED AND THEN O U T­

STANDING IN ACCORDANCE WITH THEIR TERMS,] as may be established by 

resolution of the authority (called the "capital reserve fund r e q u i r e­

ment"), unless the authority, at the time of issuance of the o b l i g a­

tions, deposits in the capital reserve fund from the proceeds of the 

obligations to be issued or from other sources, an amount which, 

together wi t h  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 f u n c­

tion and purpose and is exempt from all taxes of the state or a p o l i t i­

cal subdivision of the s t a t e ; however, the authority shall make payments 

in place of taxes in amounts equal to the real and personal property 

taxes w h i c h  would be assessed on its real and personal property by 

each political subdivision in which its property is located to the
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same extent as if that property were private property and the authority

were a non-public c o r p o r a t i o n . 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 a u t h o­

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 e s t a b­

lished as a separate fund the power project revolving fund wh i c h  shall 

be administered by the authority as a trust fund separate and distinct 

from any other money or funds of the authority, and w h i c h  shall be 

composed of appropriated funds and interest earned on loans by the 

f u n d .

(b) The authority may make loans from the fund to electric 

utilities, cities, boroughs, village corporations, village councils, 

and nonprofit mark e t i n g  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 c o l­

lateral or any other security required for l o a n s ; 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 

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 wit h  the long-term electric power 

development plan and state policy.

(f) Any single loan, or group of loans to a single borrower, 

p roposed 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. 44.56.180. PROPOSAL AND CONSTRUCTION OF PROJECTS. (aj The 

authority shall submit a statement outlining the general design, 

demonstration of financial feasibility, and m a x i m u m  amount of bonds 

estimated to be necessary for each new project to the governor and the 

legislature [AND THE COMMISSIONER OF COMMERCE AND ECONOMIC D E V E L O P M E N T ] , 

together wi t h  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 

s pecific findings under (b) of this section, and if the legislature 

adopts a joint resolution approving the general design and m a x imum 

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 wit h  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 l e g i s­

lature have been issued. Any such addition, modification, repair, 

r e c o n s t r u c t i o n , design, acquisition or construction may be undertaken 

by the authority without any of the approvals necessary for a n ew 

proj e c t .

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

(b) Any power project proposal requiring approval by the l e g i s­

lature under this chapter, together with supporting data, analyses, 

and findings of the authority, must be submitted to the governor for 

r e v i e w  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:

(1) the consistency of the project or action with the l o n g­

term electric power development plan and with relevant state laws and
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p o l i c i e s ;

(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 a l t e r­

native project design or site;

(4) whether any alternative to the project or action which

would result in comparable volumes of power at a lower cost has been

rejected because the authority finds that social, cultural, or e n v i r o n­

mental considerations justify rejection; and

(5) the way in which the authority's policies and its p r o­

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;

(D) 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

-11- IIU 442



(G) any other policy matters relevant to the actions of 

the authority.

(c) 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 a p p r o­

priate state agencies. No projection wh i c h  is noL approved by the 

governor may be used to justify and support a pr-oject proposal.

Sec. 16. AS 4 4 . 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).

(b) The authority shall, by the 15tii day of each regular le g i s­

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 whe n  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 

m e e ting 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,

project proposals conform to state environmental policies; and
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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 r e v i e w  and for r eview by all 

appropriate state agencies. The department shall adopt the plan if it 

is shown to be consistent w i t h  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 g e n e r a t i o n ^  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 them, 

whether divided or undivided, or any right to the capacity of them;

* Sec. 19. AS 44.56.230 is amended by adding a n e w  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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BY THE RULES COMMITTEE BY 
IN THE HOUSE REQUEST OF THE GOVE R N O R

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) is amended to read:

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

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

developing power projects in the state will be accelerated and f a c i l i­

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

to construct, acquire, finance, and [INCUR DEB T  FOR CONSTRUCTING, A ND  

WITH POWERS TO] o p e r a t e [,] 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, one of w h o m  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 n e w  section to read:

Sec. 44.56.045. QUALIFICATIONS, POWERS, AND DUTIES OF OFFICERS 

AND DIRECTORS. (a) 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 e x p e r­

tise in industrial, corporate or other matters relevant to the autho-

Introduced: 4/6/77
Referred: Commerce and

% Finance
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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 e x p i r a­

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 

r esolutions adopted by the authority at a m e e ting by the affirmative 

vote of at least three members entitled to vote.

(d) The directors at large and the chairman serve without c o m p e n­

sation, but they are entitled to receive the same per diem and travel 

allowances as provided by law for members of other boards and c o m­

missions ,

(e) The authority shall employ a general m a n ager 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, c o n s u l­

tants, experts, and financial and technical advisors the authority 

considers n e cessary for the purpose of conducting studies, i n v e s t i g a­

tions, hearings, or other proceedings. The board of directors shall 

e s tablish the compensation of the general manager.

* Sec, 4. AS 44.56.070 is amended to reaJ:

Sec. 44.56.070. PURPOSE OF THE AUTHORITY. The purpose of the 

a u thority 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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t e c h n o l o g y .

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

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

lease, and to improve, e quip^ [AND] o p e r a t e , and main t a i n  power p r o­

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 reg a r d i n g  them, with a public agency 

or other person [FEDERAL AGENCY OR AN AGENCY O R  INSTRUMENTALITY OF THE 

STATE, MUNICIPALITY, PRIVATE O R GANIZATION 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] wi t h  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 i t ;

* 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 g e n erating projects;

* Sec. 9. AS 44.56.090 is amended to read:

Sec. 44.56.090. POWER CONTRACTS A N D  THE A L A S K A  PUBLIC UTILITIES 

C O M M I S S I O N . (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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a u t h o r i t y  [ P O W E R ]  m a y  s e c u r e  a  r e a s o n a b l e  s h a r e  o f  t h e  p o w e r  g e n e r a t e d  

b y  a  p r o j e c t ,  o r  a n y  i n t e r e s t  i n  a  p r o j e c t  [ I T ] ,  o r  f o r  a n y  r i g h t  t o  

t h e  p o w e r  [ C A P A C I T Y  O F  I T ]  a n d  s h a l l , e x c e p t  f o r  b u l k  i n d u s t r i a l  

p u r c h a s e r s , s e l l  t h e  p o w e r - o r  c a u s e  t h e  p o w e r  t o  b e  s o l d  a t  t h e  l o w e s t  

p r a c t i c a b l e  p r i c e s  w h i c h  c o v e r  t h e  f u l l  c o s t  o f  t h e  e l e c t r i c i t y  o r  

s e r v i c e s ,  i n c l u d i n g  c a p i t a l  a n d  o p e r a t i n g  c o s t s ,  d e b t  c o v e r a g e  a s  

c o n s i d e r e d  a p p r o p r i a t e  b y  t h e  a u t h o r i t y ,  a n d  o t h e r  c h a r g e s  t h a t  m a y  b e  

a u t h o r i z e d  b y  t h i s  c h a p t e r  [ P R I C E S  R E P R E S E N T I N G  C O S T  O F  G E N E R A T I O N ,  

P L U S  C A P I T A L  AND O P E R A T I N G  C H A R G E S ,  P L U S  A  F A I R  C O S T  O F  T R A N S M I S S I O N , 

A L L  A S  D E T E R M I N E D  B Y  T H E  D I R E C T O R S ,  AND S U B J E C T  T O  C O N D I T I O N S  W H I C H  

A S S U R E  T H E  R E S A L E  O F  T H E  P O W E R  T O  R E T A I L  C O N S U M E R S  A T  T H E  L O W E S T  

P O S S I B L E  P R I C E ] ,  A  c o n t r a c t  f o r  t h e  s a l e ,  t r a n s m i s s i o n  a n d  d i s t r i b u ­

t i o n  o f  p o w e r  g e n e r a t e d  b y  a  p r o j e c t  o r  a n y  r i g h t  t o  t h e  c a p a c i t y  o f  

i t  s h a l l  p r o v i d e

( 1 )  f o r  p a y m e n t  o f  t h e  p r o p o r t i o n a t e  s h a r e  o f  [ A L L ]  o p e r a t ­

i n g  a n d  m a i n t e n a n c e  e x p e n s e s  o f  a  p r o j e c t  a n d  c o s t s  o f  r e n e w a l s ,  

r e p l a c e m e n t s  a n d  i m p r o v e m e n t s  o f  i t ;

( 2 )  f o r  p a y m e n t  o f  t h e  p r o p o r t i o n a t e  s h a r e  o f  i n t e r e s t  o n  

a n d  a m o r t i z a t i o n  c h a r g e s  s u f f i c i e n t  t o  r e t i r e  b o n d s  o f  t h e  a u t h o r i t y  

i s s u e d  f o r  t h e  i - r o j e c t  a n d  r e s e r v e s  f o r  t h e m ,  p l u s  a  d e b t  s e r v i c e  

c o v e r a g e  f a c t o r  a s  m a y  b e  d e t e r m i n e d  b y  t h e  a u t h o r i t y  t o  b e  n e c e s s a r y  

f o r  t h e  m a r k e t a b i l i t y  o f  i t s  b o n d s ;

( 3 )  f o r  c o n t i n u o u s  c o n t r o l  a n d  o p e r a t i o n  o f  t h e  p r o j e c t  b y  

t h e  a u t h o r i t y  o r  i t s  a g e n t s ;

( 4 )  f o r  f u l l  a n d  c o m p l e t e  d i s c l o s u r e  t o  t h e  a u t h o r i t y  o f  

a l l  f a c t o r s  o f  c o s t  i n  t h e  t r a n s m i s s i o n  a n d  d i s t r i b u t i o n  o f  p o w e r ,  s o  

t h a t  r a t e s  t o  a n y  p e r s o n s  m a y  b e  f i x e d  i n i t i a l l y  i n  t h e  c o n t r a c t  a n d  

m a y  b e  a d j u s t e d  f r o m  t i m e  t o  t i m e  o n  t h e  b a s i s  o f  t r u e  c o s t  d a t a ;

( 5 )  f o r  p e r i o d i c  r e v i s i o n s  o f  t h e  s e r v i c e s  a n d  r a t e s  t o  
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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 

e ffectuation of the policy declared in this chapter;

(6) for the cancellation and termination of a contract upon 

v i o l a t i o n  of its terms by any person;

(7) for security for performance as the authority may 

c onsider 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 wi t h  the provisions and 

policy of this chapter as the authority may consider advisable. 

[CONTRACTS TO SELL POWER ARE SUBJECT TO R E V I E W  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 m y  public 

utility, including any right the commission may have to r eview and 

approve or disapprove contracts for the purchase of electricity by a 

public utility.

* Sec. 10. AS 4 4 . 5 6 . 1 1 0 (a) is 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 m a y  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

_5_ HB 442
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or under a resolution giving powers to a corporate trustee by means of 

w h i c h  the authority may

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

agreements with the trustee or the holders of the bonds wh i c h  the

authority may determine to be n e cessary 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;

(B) the fixing and collection of rentals, charges, 

fees or other consideration for, and the other terms to be i n c o r­

porated in, contracts wit h  respect to a project or to generated 

p o w e r ;

(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 wit h  respect to a 

project or generated power to a trustee for the benefit of 

b o n d h o l d e r s ;

(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, 

m o r t g a g e , 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 wit h  the trust a g r e e m e n t ;

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

p roperty or other rights or assets of the authority either p r esently 

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

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

c haracter which in any w ay affect the security or protection o f  the 

b o n d s .

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

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

capital reserve fund, the bonds m ay 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 A M O U N T  OF A L L  OF THOSE BONDS

SECURED BY THAT CAPITAL RESERVE FUND THEN TO BE ISSUED A N D  T H E N  O U T­

STANDING IN ACCORDANCE WITH THEIR TERMS,] as may be established by 

resolution of the authority (called the "capital reserve fund r e q u i r e­

ment"), unless the authority, at the time of issuance of the o b l i g a­

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 f u n c­

tion and purpose and is exempt from all taxes of the state or a p o l i t i­

cal subdivision of the s t a t e ; however, the authority shall make payments 

in place of taxes in amounts equal to the real and personal property 

taxoo w h i c h  would be assessed on its real and personal property by 

each political subdivision in which its property is located to the

-7- HB 442
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same extent as if that property were private property and the authority 

w e r e  a non - p u b l i c  c o r p o r a t i o n . All bonds issued under this chapter 

are issued by a bo d y  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 a u t h o­

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 e s t a b­

lished as a separate fund the power project r evolving fund wh i c h  shall 

be administered by the authority as a trust fund separate and distinct 

from any other m o n e y  or funds of the authority, and w h i c h  shall be 

composed of appropriated funds and interest earned on loans by the 

fund.

(b) The authority m a y  make loans from the fund to electric 

utilities, cities, boroughs, village corporations, village councils, 

and nonprofit m a rketing 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 c o l­

lateral or any other security required for l o a n s ; 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 r eview and for review by other 

appropriate agencies. The regulations shall be adopted if they are 

s h o w  to be consistent wi t h  the long-term electric power development 

plan and wit h  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 l o ng-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 is amended to read:

Sec. 44.56.130. PROPOSAL AND CONSTRUCTION OF PROJECTS. (a)_ The 

authority shall submit a statement outlining the general design, 

demonstration of financial feasibility, and m a x i m u m  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 wi t h  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 

s pecific 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 a nd 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 m o dification 

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 l e g i s­

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 e c t .

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

(b) Any power project proposal requiring approval by the l e g i s­

lature under this chapter, together with supporting data, analyses, 

and findings of the authority, must be submitted to the governor for 

r e v i e w  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:

(1) the consistency of the project or action with the l o n g­

term electric power development plan and with relevant state laws and
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p o l i c i e s ;

(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 a l t e r­

native project design or site;

(4) whether any alternative to the project or action which

would result in comparable volumes of power at <•; lower cost has been

rejected because the authority finds that social, cultural, or e n v i r o n­

mental considerations justify rejection; and

(5) the w a y  in which the authority's policies and its p r o­

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 

d e v e l o p m e n t ;

(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;

(E) 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
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project proposals conform to state environmental policies; and

(G) any other policy matters relevant to the actions of 

the authority.

(c) 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 a p p r o­

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. (a) Notwithstanding 

any other provision in this chapter, the authority is subject to the 

provisions of the Executive Budget Act (AS 37.07).

(I) 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 

m e e ting 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,



industry, labor, consumer, and environmental advocacy groups and other 

interested members of the public. The plan and any revision of it 

m ust 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 w i t h  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 wit h  

all facilities and appurtenances related to them or n e c e s s a r y  for the 

purposes of them used or useful in the g e n e * t i o n ^  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 them, 

w h e t h e r  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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A LA SKA  POWER A U T H O R I T Y  

B a c k - u p  I n f o r m a t ion on F u n d i n g  L e v e l  for the 

Power P r o j e c t  R e v o l v i n g Loan Fund

1.  C o m p l e t i o n  of d e t a i l e d  d e s i g n  and FERC L i c e n s e  a p p l i ­
c a t i o n  for reliabi 1 i t a t i o n  of the Lower Salmon Creek 
h y d r o e l e c t r i c  pr oj e ct  in J u n e au .

2 .  R e c o n n a i s s a n c e  grade f e a s i b i l i t y  s tu d y  of  the C h i l k a t  
R iv e r  T r ib u t o r y  Pr oj e ct  near H ai n e s

3 .  R e c o n n a i s s a n c e  grade f e a s i b i l i t y  s t u d y  of Port L i o n s  
Hydro P r o j e c t s  and G e o l o g i c  I n v e s t i g a t i o n .

4 .  R e c o n n a i s s a n c e  grade f e a s i b i l i t y  s tu dy  and g e o l o g i c
i n v e s t i g a t i o n  of Grant Lake P r o j e c t  at Seward.

5 .  R e c o n n a i s s a n c e  grade f e a s i b i l i t y  s t u d y  and A d v a n c e d  
E n g i n e e r i n g  and D e s i g n  of the R u n - o f - t h e - R i v e r  
hydropower p r o j e c t  on F’owc-r Creek at C o r d o v a .

6 .  A d va n ce d  E n g i n e e r i n g  and D e s i g n  and l i c e n s e  a p p l i ­
c a t i o n  for the most f e a s i b l e  p r o j e c t  i ri the P e t e r s b u r g /
Wrangell a r e a .  5 2 0 0 , 0 0 0

7 .  R e c o n n a i s s a n c e  grade study for G a r t i n a  Creek near
Hoonah,  Gunnak Creek near Kake,  Thayer Creek near
An g o o n ,  and Black Bear Lake near Klawock.  . $■ 1 2 0 ,000

8 .  S t u d i e s  to i n c l u d e  c a p i t a l  i m p ro ve m e nt s  t o . t h o  Beaver.
F a l l s  h y d r o e l e c t r i c  p r o j e c t ,  arid e x p l o r a t i o n s ,  f i n a l  
d e s i g n  and l i c e n s e  a p p l i c a t i o n  for the Swan Lake 
hydropower p r o j e c t  at Ket c h ik a n.

9 .  R e c o n n a i s s a n c e  grade study of Lake E lv a  p r o j e c t  near 
D i 1 1 i ngham.

10 .  R e c o n n a i s s a n c e  grade study and g e o l o g i c  m ap p in g of 
Chakachamna p r oj e ct  near Anchorage

1 1 .  R e a s s e s s m e n t  of Br adley Lake P r o j e c t  near Homer.

SU B T O T A L

12 .  Funds s u f f i c i e n t  to p r o v id e  for needs of  c o m m u n i t i e s  
not p r e v i o u s l y  c o n t a c t e d .

TOTaL

$ 1 0 0 ,000

$ 8.0,000

I S O ,000 

$ 1 0 0 ,000 

'  $ 2 , 9 1 0 , 0 0 0

$ Z j C 9 0 ,000. 

$ 5 , 0 0 0 , 0 0 0

$ 200,000 

$ 5 0 , 0 0 0

;. $ 8 0 , 0 0 0

* ’ $ 7 0 , 0 00

$ 'CS 0,000



M a r c h  28, 3978

Repvofientativc. J i m  Duncan. 

Attention; James Rhode

Gentlemen:

A t  you r  request vc* have exam i n e d  v a r i o u s  ame n d m e n t  s to the 

A i d  ska Po w e r  A u t h o r i t y  Act.s Chapter N o. 276. T h e s e  a m e n d m e n t s  

huv c  b e e n  i n c orporated into & d o c u m e n t  p r e p a r e d  by Kr.ic 

llohlforth, E s q . of Uc>hlforth and Flint , a copy of w h i c h  y o u  

have, end *:e have aristuufcd that it a c c u r a t e ? y  rcflfcct.fi the 

s uggested a m e n d m e n t s .

We b e l i e v e  t h e  pro pose d  amendments s t r e n g t h e n  t h e  a c t  and 

p r e s e n t  no s i g n i f i c a n t  p ro b le m s  f o r  f i n a n c i n g  the- A u t h o r i t y * s  

p r o j e c t s  i n  th e  n a t i o n a l  m a r k e t  p l a c e .

However,  t h e r e  a r e  t i i vce  a r e a s  w h ic h  may r a i s e  q u e s t i o n s  a s  t o  

i n t e r p r e t a t i o n .  S p e c i f i c a l l y ,  S e e .  A f i .S 6 .1 C 0  P r o p o s a l  a n d Con­

s t  r u c t i o n o f  P r o j e c t s  p a r a g r a p h  c )  c o u l d  b e  i n t e r p r e t e d  a s  e i t h e r  

a l l o w i n g  o r  n o t  a l l o w i n g  c o m p l e t i o n  bonds t o  be s o l d  f o r  a  p r o j e c t  

which  had r e c e i v e d  t h e  n e c e s s a r y  a p p r o v a l s  by t h e  g o v e r n o r  and 

l e g i s l a t u r e .  I t  i s  i m p o r t a n t  t h a t  t h e  i n v e n t o r  d o c s  n o t  t a k e  r.hc 

l i a b i l i t y  f o r  u n f o r e s e e n  c o s t  o v e r r u n s  wh ich  would p r e v e n t  tht- 

f i n a n c i n g  o f  t h e  a d d i t i o n a l  c o s t s  f o r  t h e  c o m p l e t i o n  o f  a  p r o j e c t .  

To make such  a d d i t i o n a l  c o s t s  o f  a d e f i n e d  p r o j e c t  ‘s u b j e c t  t o  

s u b s e q u e n t  l e g i s l a t i v e  a c t i o n  would c r e a t e  a f i n a n c i a l  u n c e r t a i n t y  

t h a t  m ig h t  be  v e r y  c o s t l y  * v»e  m a r k e t i n g  o f  b o n d s  f o r  t h e  p r o j e c t  

i n  q u e s t i o n .



     ----------- — ------------rr
* ?

*. . 1'agc 2

f •

T his par a g r a p h  r e q u i r e s  a legal i n t e r p r e t a t i o n  as to 

w h e t h e r  it permits c o m p l e t i o n  b o n d s  to b e  sold. If it d o e s  

not* the language should b e  amended lo p r o v i d e  for sal e  of 

co m pletion bonds w i t h o u t  p r i o r  a p p r o v a l ,

•»
Sec, 4 4 ,50.110 b) T h i s  una m e n d e d  s e c t i o n  prov i d e s  for a 

convenant to m a i n t a i n  rates and c h a r g e s  s u f f i c i e n t  for debt 

service purposes but refei*s to au c h  c o v e n a n t  as b e i n g  only 

in a trust agreement. To m a k e  it c o n s i s t e n t  w i t h  the u se 

of the w o r d  ''resolution1' in other parts of the act the w o r d s  

or r e s o l u t i o n  should be ad d e d  after the two plac.es w h e r e  tr u s t  

agr e e m e n t  appears.

Lastly, there is the general q u e s t i o n  as to w h e t h e r  t h e  

A u t h o r i t y  should be called a poli t i c a l  s u b d i v i s i o n  of the S t a t e  

ss we l l  as a public corporation. It m a y  be a le g a l  st y l e  

ap p r o p r i a t e  to A l a s k a  to call the A u t h o r i t y  a public c o r p o r a t i o n  

and not a p olitical subdivision.

T h e  r e s olution of the " c o m p l e t i o n  b o n d "  q u e s t i o n  in 

essential but the ot h e r  two points a re of lesser im p o r t a n c e .

Sincerely yours,

T h e o d o r e  P. S v i c k

(



T o :  S t e v e  C o w p e r ,  C h a i r m a n  - M a r c h  2 3 ,  1 9 7 8

H o u s e  F i n a n c e  C o m m i t t e e

F r o m :  T e r r y  G a r d i n e r

R e :  C S H B 4 4 2  a n d  r e l a t e d  a m e n d m e n t s

'm e m o r a n d u m  • •

I  w o u l d  l i k e  t o  t a k e  t h i s  o p p o r t u n i t y  t o  s h a r e  m y  v i e w s  c o n c e r n i n g  

t h e  a m e n d m e n t s  p r o p o s e d  f o r  t h e  A l a s k a  P o w e r  A u t h o r i t y .  I  s t r o n g l y  

s u p p o r t  t h e  a m e n d m e n t s  c o n t a i n e d  i n  C S H B 4 4 2 .  W h i l e  I  w i l l  n o t  t a k e  u p  ' 

t h e  C o m m i t t e e ' s  t i m e  b y  g o i n g  o v e r  e a c h  a m e n d m e n t  i n .  t h i s  b i l l /  I  

w o u l d  l i k e  t o  m a k e  a  f e w  c o m m e n t s  or. s e v e r a l  k e y  i s s u e s  p r e s e n t e d  i n  A t t a c  

X ^ t h e  G o v e r n o r ' s  l e t t e r  t o  t h e  C o m m i t t e e  o n  M a r c h  8 t h ,  1 9 7 8 .  I  w o u l d  l i k e  

t o  e x p r e s s  m y  s u p p o r t  f o r  h i s  s t a t e m e n t s  a n d  t h e  a m e n d m e n t s  w h i c h  c o v e r  

t h e s e  p o i n t s .  H o w e v e r ,  I  d o  h a v e  s o m e  r e s e r v a t i o n s  a b o u t  s e v e r a l  o f  t h o  

a m e n d m e n t s  w h i c h  a p p e a r  i n  A t t a c h r  . n t  I I  o f  t h e  g o v e r n o r ' s  l e t t e r .  I  a l s o  

h a v e  a  f e w  a d d i t i o n a l  a m e n d m e n t s  c o  o f f e r .

T h e  f o u r  m a j o r  i s s u e s  c o v e r e d  i n  A 'tfcac hi? Qn f= o2 • o f I t h e a g o v e m o r '  s  
l e t t e r  a r e :

1 . F i n a n c i n g : S e v e r a l  a m e n d m e n t s  a r e  p r o p o s e d  w h i c h  e x p a n d  t h e  A u t h o r i t y ' s  

p o w e r  t o  s e r v e  s o l e l y  a s  a  f i n a n c i n g  v e h i c l e  f o r  p o w e r  p r o j e c t s .  I  

t h i n k  t h e s e  c h a n g e s  a r e  d e s i r a b l e .

2. .  R e v i e w a n d  f i n d i n g s  -  S e v e r a l  a m e n d m e n t s  a r e  p r o p o s e d  w h i c h  w o u l d  

r e q u i r e  t h e  g o v e r n o r  t o  e v a l u a t e  i n d e p e n d e n t l y  p o w e r  p r o j e c t s  

p r o p o s e d  t o  t h e  l e g i s l a t u r e  b y  t h e  a u t h o r i t y .  W h i l e  t h i s  c h a n g e  w o u l d  

n o t  i n c r e a s e  t h e  g o v e r n o r ' s  c o n t r o l  o v e r  t h e  a u t h o r i t y ,  i t  w o u l d  

i n c r e a s e  t h e  . i n f o r m a t i o n  a v a i l a b l e  t o  t h e  l e g i s l a t u r e  t o  d e c i d e  o n  

p r o j e c t s  p r o p o s e d  b y  t h e  a u t h o r i t y .  T h e  a m e n d m e n t s  w o u l d  a l s o  r e q u i r e  

p r o j e c t s  r e c e i v i n g  f i n a n c i n g  t o  b e  e c o n o m i c a l l y  e f f i c i e n t  a n d  t o  

c o n f o r m  t o  t h e  s t a t e ' s  l o n g - t e r m  e l e c t r i c a l  p o w e r  d e v e l o p m e n t  p l a n .

3 .  A P U C  j u r i s d i c t i o n  -  T h i s  a m e n d m e n t  c l a r i f i e s  t h e  r e l a t i o n s h i p  b e t -  

w e ^ i T ' i i i ^ j ^ / r ’Trnd t h e  A P U C .  W h i l e  I  a g r e e  t h a t  t h e  e x i s t i n g  l a n g u a g e  

i s  a m b i g u o u s , I  w o u l d  g o  f a r t h e r  t h a n  t h e  g o v e r n o r  a n d  r e q u i r e  t h a t  

a l l  A P A  a c t i v i t i e s  b e  s u b j e c t  t o  A P U C  j u r i s d i c t i o n .  I  w i l l  h a v e  m o r e  

t o  s a y  a b o u t  t h i s  l a t e r .  ^

4 .  F i n a n c i a l  A c c o u n t a b i l i t y  -  T h e  e x i s t i n g  l a n g u a g e  i n  t h e  s t a t u t e  i s  

a g a i n - a m b i g u o u s . A c c o u r d i n g  t o  l e g i s l a t i v e  c o u n s e l ,  t h e  A P A  i s  n o t  

c l e a r l y  s u b j e c t  t o  t h e  E x e c u t i v e  B u d g e t  A c t .  A s  a  r e s u l t  t h e r e  i s  

n o  b u d g e t a r y  c o n t r o l  f o r  r e v e n u e s  r e c e i v e d  f r o m  t h e  s a l e  o f  p o w e r  

o r  f r o m  i n t e r e s t  e a r n e d  o n  r e s e r v e  a c c o u n t s .  W h i l e  t h e  g o v e r n o r ' s  

p r o p o s e d  a m e n d m e n t s  m a y  r e m e d y  t h i s  s i t u a t i o n ,  I  w i l l  o f f e r  a n  a l t ­

e r n a t i v e  a m e n d m e n t  c o v e r i n g  t h i s  p r o b l e m  b e l o w .  T h e  g o v e r n o r ' s  a m e n d ­

m e n t s  a l s o  p r o v i d e  a  m e c h a n i s m  f o r  i n f o r m i n g  t h e  l e g i s l a t u r e  a b o u t  

c o s t  o v e r - r u n s  o n  p r o j e c t s .

I  w o u l d  l i k e  t o  r e i t e r a t e  t h a t  I  t h i n k  t h a t  a l m o s t  a l l  o f  t h e  a b o v e  

a m e n d m e n t s  a r e  i m p o r t a n t  a n d  d e s i r a b l e .
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S C h g r e  o r e  sx f e w  o m e .u c lm e iT k s  i n  A t t a c h m e n t  1 1  o f  -t h e  g o v e r n o r  V s

l e t t e r  -.\d v ic h  o r e  o f  c o n s i d e r a b l e  c o a c s m  -t o  m e .  T h e s e  a r e : :

3 -  T a r  E x e m p t i o n  -  ' " p a g e  7 ,  T i n e  3 6  ■( p o i n t  1 -6 )  _  D e l e t e  !' -t h e  a u t h o r i t y  

s l i -a 3 3 r'a :n < 3 ^ .a :a s e .r t  " t h e  a u t h o r i t y  w a y ' . .  T h i s  a m e n d m e n t  w o u l d  l e a v e  

. i t  -.up -t o  t h e  a u t h o r i t y  -w h e t h e r  -t h e y  w a k e  p a y m e n t s  i n  l i e u  o f  - t a x e s .

; I t  i s  :my v i e w  t h a t  t h e  A P A  a n d  i t s  p o w e r  c o n s u m e r s  s h o u l d  h e  r e q u i r e d  

t o  s h a r e  t h e  f i s c a l  i m p a c t s  a r i s i n g  f r o m  p o w e r  p r o j e c t s  w i t h  t h e  

-<C P .i.o m u n ;it ie .s  i n  w h i c h  p r o j e c t s  o c c u r  -  1  o p p o s e  t h e  p r o p o s e d  c h a n g e . .

2 -  m i n i m u m  s i s e  p r o j e c t s  p o r  l e g i s l a t i v e  r e v i e w  —  ’" p a g e  9 „  l i n e  3  ( ( p o i n t  

1 8 j V" i ’o l . 'l p w i n g  ’ p r o  j e c t  "rj-is e r l T " 1 f o r  -w h i c h  t h e  m a x i m u m  a m o u n t  o f  h o n d s  

e s t i m a t e d  i s  .$.5.0 m i l l i o n  o r  g r e a t e r " - ' "  T h i s  a m e n d m e n t  w o u l d  p e r m i t  

t h e  a u t h o r i t y  t o  . d e s i g n , ,  a c q u i r e ,  a n d  c o n s t r u c t  p o w e r  p r o j e c t s  c o s t i n g  

t u n d e r  $ 3 0  m i l l i o n  ,  f o r  i t s e l f  o r  f o r  a n o t h e r  e n t i t y ,  w i t h o u t  t h e  

r e v i e w  a n d  a p p r o v a l  o f  t h e  g o v e r n o r  o r  t h e  l e g i s l a t u r e  a .s  p r .e s ?  n t l y  

r e q u i r e d  h y  t h e . - A c t  f o r  a l l  p r o j e c t s -  W h i l e  1  a p p r e c i a t e  t h e  d e s i r e  

o f  t h e  a u t h o r i t y  -t o  a v o i d  w h a t  t h e y  s e e  a s  c o s t l y  d e l a y s  f r o m  e x p o s i n g  

p r o j e c t s  t o  t h e  p o l i t i c a l  p r o c e s s , ,  :1  d o  n o t  s e e  t h e  l o g i c  o f  e x e m p t i n g  

S A D a l O e r  p r o j e c t s  f r o m  r e v i e w  h y  e l e c t e d  o f f i c i a l s -  T h e  s i g n i f i c a n c e  

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

p r o j e c t s  f o r  l a r g e  c o m m u n i t i e s  o r  t o  p o w e r  d e v e l o p m e n t  i n  t h e  s t a t e  

a s  a  w h o l e -  % o p p o s e  t h i s  a m e n d m e n t -

3 ,  C r i t i c a l  A r e a s  -  "’p a g e  1 . 0 ,  l i n e  1 4  f p o i r t  2 2 3 -  D e l e t e  p a r a g r a p h s

"i.3 )  a n d ’ (4T+  T h i s  . a m e n d m e n t  w o u l d  e l i m i n a t e  t h e  p r o v i s i o n s  p r e s e n t l y  

i n  C & & 3W 42 w h i c h  1 )  w o u l d  r e q u i r e  t h e  a u t h o r i t y  t o  i d e n t i f y  f e a s i b l e  

a l t e r n a t i v e s  -t o  p r o j e c t s  w h i c h  i m p i n g e  o n  " c r i t i c a l  a r e a s "  ( ( p a r t s ,  

w i l d l i f e  r e f u g e s ,  h i s t o r i c a l  a r e a s ,  e t c - j  a n d  2 )  w o u l d  e n a b l e  t h e  

a u t h o r i t y  t o  s e l e c t  h i g h e r  c o s t  a l t e r n a t i v e s  t o  a v o i d  i m p a c t i n g  s u c h  

a r e a s -  I t  i s  i m p o r t a n t  f o r  t h e  l e g i s l a t u r e  t o  g i v e  s o m e  p o l i c y '  g u i d a n c e  

t o  t h e  a u t h o r i t y  c o n c e r n i n g  t h e  s i t i n g  o f  f a c i l i t i e s ,  a n d  i  t h i n k  t h e s e  

s e c t i o n s  p r o v i d e  a  a o i » A m u »  o f  s u c h  g u i d a n c e -  1  o p p o s e  t h i s  a m e n d m e n t .

4 ,  fir a n d  f a t h e r  c l a u s e  —  " 'p a g e  1 1 ,  b e t w e e n  l i n e s  1 7  a n d  1 8  ( ( p o i n t  2 S )  -  

i n s e r t  t h e  T o l l T o w j .’n g s  ((d) t h e  r e q u i r e m e n t s  o f  p a r t s  V o )  a n d  < c )  

o f  t h i s  s e c t i o n  s h a l l  n o t  a p p l y  t o  a n y  p r o j e c t s  w h i c h  t h e  a u t h o r i t y  

h a s  d e t e r m i n e d  t o  f i n a n c e  a n d  i n  w h i c h  i t  w i l l  n o t  m a i n t a i n  a n  

o v /j j e r s ir ip  i n t e r e s t  u p o n  c o m p l e t i o n  a n d  w h i c h  t h e  a u t h o r i t y  h a s  a d o p t e d  

a  r e s o l u t i o n  d e t e r m i n i n g  t o  f i n a n c e  t h e  p r o j e c t s  p r i o r  t o  J u l y  1 ,  1 9 7 8 .  

T h i s  a m e n d m e n t  w o u l d  r e l i e v e  g r a n d f a t h e r e d  p r o j e c t s  f r o m  t h e  g o v e r n o r ’ s  

r e v i e w  p r o c e s s  a n d  f r o m  t h e  r e q u i r e m e n t  t h a t  d e m a n d  p r o j e c t i o n s ;  u s e d  

t o  j u s t i f y  t h e  p r o j e c t s  c o n f o r m  t o  t h e  s t a t e ' s  l o n g - t e r m  e l e c t r i c a l  

d e v e l o p m e n t  p l a n -  i f  t h e s e  r e q u i r e m e n t s ,  w h i c h  1  s u p p o r t ,  a r e  a d o p t e d  

b y  t h o  l e g i s l a t u r e ,  t h e y  s h o u l d  a p p l y  t o  a l l  A P A  p r o j e c t s .  1  o p p o se .  

t h i s  o m e n d m e n t -

1  w o u l d  l i k e  n o w  t o  a d d r e s s  t h r e e  o t h e r  I s s u e s  w h i c h  I  -t h i n k  t h e

C o m m i t t e e  s h o u l d  a d d r e s s -

1 -  T h e  f i r s t  i s s u e  c o n c e r n s  t h e  p r i c i n g  p o l i c i e s  o f  t h e  A P 7 v . I f  t h e  .’ . • 

l e g i s l a t u r e  a d o p t s  t h e  g o v e r n o r ' s  a m e n d m e n t  c o n c e r n i n g  A P U C  j u r i s ­

d i c t i o n ,  t h e  a u t h o r i t y  w i l l  h a v e  c o n s i d e r a b l e  i n f l u e n c e  o v e r  povr. -  

p r i c i n g  f o r  u t i l i t i e s  b u y i n g  p o w e r  f r o m  t h e m  w h i c h  a r e  n o t  u n d e r  , * P U C  

j u r i s d i c t i o n  ( m u n i c i p a l i t i e s ,  e t c - ) .  T h e  a u t h o r i t y  * - ; i l l  a l s o  h a v e  s o l e  

j u r i s d i c t i o n  o v e r  d i r e c t  A P A  r e t a i l  p o w e r  s a l e s  o c c u r i n g  o u t s i d e  

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

o n  r a t e  d i f f e r e n t i a l s .  I t  c a n  a l s o  p r i c e  i t s  p o w e r  t o  e n c o u r a g e  t h e  

u s e  o f  e l e c t r i c i t y  ( d e c l i n i n g  b l o c k  r a t e s )  o r  t o  e n c o u r a g e  e n e r g y  

c o n s e r v a t i o n  ( i n c r e a s i n g  b i o c k  r a t e s  a n d  p e a k  l o a d  p r i c i n g ) .

S i n c e  m u c h  o f  t h e  f u t u r e  e c o n o m i c  d e v e l o p m e n t  o f  A l a s k a  i s  t i e d  

t o  t h e  a v a i l a b i l i t y  a n d  p r i c e  o f  e n e r g y ,  t h e  a u t h o r i t y  w i l l  h a v e  

c o n s i d e r a b l e  i n f l u e n c e  o v e r  s u c h  d e v e l o p m e n t  t h r o u g h  i t s  p r i c i n g  • 

p o l i c i e s .  T h e r e f o r e  I  t h i n k  i t  i s  i m p o r t a n t  f o r  t h e  l e g i s l a t u r e  t o  - 

p r o v i . d e  s o m e  m e a n s  f o r  b o t h  p r o t e c t i n g  A P A  c o n s u m e r s  a n d  f o r  g u i d i n g  

t h e  a u t h o r i t y ' s  p r i c i n g  p o l i c i e s  a s  t h e y  a f f e c t  s t a t e  e c o n o m i c  d e v e l o p ­

m e n t  p o l i c i e s .  I  s u g g e s t . t h a t  t h e  C o m m i t t e e  c o n s i d e r  e i t h e r  s u b j e c t i n g  

a l l  A P A  a c t i v i t y  t o  A P U C  j u r i s d i c t i o n  o r  p r o v i d i n g  p o l i c y  g u i d a n c e '  

t o  t h e  7 \P A  i n  t h i s  a r e a .  I  o f f e r  t h e  f o l l o w i n g  a m e n d m e n t s  i f  t h e  

l a t t e r  c o u r s e  i s  c h o s e n .

p a g e  4 ,  l i n e  5 .  S e c . 4 4 . 5 6 . 0 9 0 .  i s  a m e n d e d  b y  a d d i n g  a n  a d d i t i o n a l  

s e c t i o n :  ( b )  t h e  a u t h o r i t y  s h a l l  p r i c e  i t s  p o w e r  s o  a s  t o

e n c o u r a g e  e n e r g y  c o n s e r v a t i o n  a n d  t h e  e f f i c i e n t  

■u s e  o f  t h e  s t a t e ' s  e n e r g y  r e s o u r c e s .  T h e u t h o r. i t  

s h a l l  a d o p t  s u c h  p r i c i n g  p o l i c i e s ,  i h c l u c r i n g " b u t  

n ot :  l i m i t e d  t o  p e a k  l o a d  p r i c i n g  a n d  i n  c r  p a i r i n g "  

b l o c k  r a t e s ,  t o  c i c h i e v e  t h e s e  p u r p o s e s .

p a g e  1 0 ,  l i n e  9 .  7 ^ f t c r  t h e  w o r d  " l a w s "  a d d  ^^nd t h e  p r i c i n g  p o l i c i e s

s t a t e d  i n  S e c . 4 4 . 5 6 . 0 9 0 ( b ) .

2 .  T h e  s e c o n d  i s s u e  I  w o u l d  l i k e  t o  b r i n g  t o  t h e  C o m m i t t e e ' s  a t t e n t i o n  

c o n c e r n s  f o r e c a s t i n g  t h e  d e m a n d  f o r  e l e c t r i c i t y .  D e m a n d  f o r e c a s t i n g  i s  

c r i t i c a l l y  i m p o r t a n t  i n  p o w e r  d e v e l o p m e n t  b e c a u s e  i t  d r i v e s  t h e  s y s t e m .  

T h e  d e c i s i o n  t o  c o n s t r u c t  a  f a c i l i t y ,  a n d  i t s  l o c a t i o n  a n d  s c a l e ,  i s  

d e t e r m i n e d  b y  h o w  m u c h  p o w e r  o n e  e x p e c t s  w i l l  b e  n e e d e d ,  w h e r e ,  a n d  

w h e n .  D e m a n d  f o r e c a s t i n g  i s  i n  e s s e n c e  p l a n n i n g .  '

O n e  o f  t h e  a m e n d m e n t s  i n  C S I 1 B 4 4 2  w o u l d  r e q u i r e  t h a t  a n y  d e m a n d  

e s t i m a t e s  u s e d  t o  j u s t i f y  a  x n r o j e c t  b y  t h e  a u t h o r i t y  b e  c o n s i s t e n t  w i t h  

t h e  l o n g - t e r m  e l e c t r i c a l  d e v e l o p m e n t  p l a n  o f  t h e  D i v i s i o n  o f  E n e r g y  

a n d  P o w e r  D e v e l o p m e n t .  I  s u p p o r t  t h i s  a m e n d m e n t  b u t  w o u l d  t a k e  t h i s  

c o n c e p t  o n e  s t e p  f a r t h e r  a n d  r e c o m m e n d  t h a t  t h e  C o m m i t t e e  c o n s i d e r  t h e  

f o l l o w i n g  a m e n d m e n t :
p a g e  9 ,  l i n e  2 .  A f t e r  t h e  w o r d . " f e a s i b i l i t y "  a d d  i n c l u d i n g  a  d e t a i l e d

p r e s e n t a t i o n  o f  t h e  a s s u m p t i o n s  u s e d  t o  g e n e r a t e  t h e  

d e m a n d  f o r c e  a s i s  j u s t i f y i n g  t h e  p r o j e c t : ,

T h e  e f f e c t  o f  t h i s  a m e n d m e n t  w o u l d  b e  L o  o p e n  t o  l e g i s l a t i v e  s c r u t i n y

t h e  e c o n o m i c  d e v e l o p m e n t  p o l i c i e s  a n d  a s s u m p t i o n s  w h i c h ,  u n d e r l i e  t h e

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

3 .  N e w  b u d g e t  s e c t i o n  c o v e r i n g  r e v e n u e  s u r p l u s e s  a n d  i n t e r e s t  f r o m  

c a p i t a l  r e s e r v e  a c c o u n t s  ( s l u s h  f u n d s )  c o m m i n g  f r o m  B a r r i e r  s o o n .
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T h e  H o n o r a b l e  C l a r k  G r u e n i n g  
S t a t e  R e p r e s e n t a t i v e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  99811

D e a r  R e p r e s e n t a t i v e  G r u e n i n g :

A t  y o u r  r e q u e s t ,  t h i s  l e t t e r  i s  an  a t t e m p t  t o  o u t l i n e  s ome  o f  
t h e  p r o c e d u r e s  w h i c h  w o u l d  be e n v i s i o n e d  f o r  t h e  a d m i n i s t r a t i o n  
o f  f i n a n c i n g  p o w e r  p r o j e c t s  t h r o u g h  a c o m b i n a t i o n  o f  t h e  b o n d  
m a r k e t  a n d  t h e  a u s p i c i e s  o f  t h e  p e r m a n e n t  f u n d .  I t  m u s t  bo  
r e a l i z e d  t h a t  t h e s e  p r o c e d u r e s  a r e  a l i t t l e  p r e m a t u r e  s i n c e  t h e r e  
h a s  b e e n  n o  d e c i s i o n  mad e  on  how t h e  e a r n i n g s  o f  t h e  p e r m a n e n t  f u n  
a r e  t o  be  u s e d .  As y o u  a r e  a w a r e ,  t h e  l e g a l  c o u n s e l  f o r  t h e  
P owe r  A u t h o r i t y  q u e s t i o n ' s  t h e  l e g a l i t y  o f  u s i n g  t h e  p e r m a n e n t  
f u n d  e a r n i n g s  f o r  b o n d  g u a r a n t e e  p u r p o s e s .  C o n s e q u e n t l y ,  
t h e  p r o c e d u r e s  o u t l i n e d  h e r e i n  a r e  b a s e d  on  t h e  a s s u m p t i o n  t h a t  
t h e  P owe r  A u t h o r i t y  w o u l d  ma n a g e  t h e  n e c e s s a r y  p e r m a n e n t  f u n d  
p r o c e e d s  f o r  p o w e r  d e v e l o p m e n t  r a t h e r  o h a n  t h e  P e r m a n e n t  F u n d  
T r u s t e e s .  On t h e  o t h e r  h a n d ,  s h o u l d  a d e c i s i o n  b e  f o r t h c o m i n g  
w h i c h  w o u l d  a l l o w  t h e  e a r n i n g s  t o  be  u s e d  f o r  g u a r a n t e e s ,  t h e  
Powe r  A u t h o r i t y  c o u l d  s t i l l  p l a y  a s i g n i f i c a n t  r o l l  as  l e a d  
f ' i i c n c y  f o r  t h e  s t a t e  i n  a d v i s i n g  t h e  P e r m a n e n t  F u n d  T r u s t e e s  on 
t h e  o p t i m u m  me a n s  o f  f i n a n c i n g  t h e  p r o j e c t s .  -In e i t h e r  c a s e ,  t h e  
Pow e r  A u t h o r i t y  c o u l d  i n s u r e  t h a t  t h e  p o w e r  p r o j e c t s  a r e  t e c h ­
n i c a l l y  a n d  e n v i r o n m e n t a l l y  s o u n d ,  t h a t  t h e y  a r e  t h e  o p t i m u m  me a n s  
f o r  p r o v i d i n g  f o r  t h e  c o m m u n i t i e s  n e e d s ,  a n d  t h a t  t h e r e  i s  a 
f i n a n c i n g  v e h i c l e  by  w h i c h  t h e  p r o j e c t s  c a n  be  b r o u g h t  t o  i n c e p ­
t i o n .  W h i l e  t h e  P ow e r  A u t h o r i t y  i s  g i v e n  t h e  s t a t u t o r y  r e q u i r e ­
m e n t  t o  p r o v i d e  f o r  h y d r o e l e c t r i c  a s  w e l l  as  f o s s i l  f u e l  f i r e d  
g e n e r a t i o n ,  b e c a u s e  o f  t h e  c a p i t a l  i n t e n s i v e  n a t u r e  o f  t h e  
h y d r o e l e c t r i c  p r o j e c t s ,  t h e  p r o c e d u r e s  o u t l i n e  h e r e i n  w i l l  be  
a i m e d  s p e c i f i c a l l y  a t  w a t e r  r e s o u r c e s  d e v e l o p m e n t .  T h i s  i s  n o t  
t o  s a y  t h a t  s i m i l a r  p r o c e d u r e s  w o u l d  n o t  b e  e s t a b l i s h e d  f o r  t h e  
f o s s i l  f u e l  f i r e d  g e n e r a t i o n  c o m p o n e n t .  A l t h o u g h  ma n y  o f  t h e  p r o ­
c e d u r e s  a r e  t h e  s ame ,  t h e  b e n t  o f  t h i s  l e t t e r  i s  t o w a r d  h y d r o ­
e l e c t r i c  d e v e l o p m e n t .

T h e r e  a r e  a n u m b e r  o f  me a n s  o f  f i n a n c i n g  p r o j e c t s .  F e d e r a l  s o u r c e  
i n c l u d e  t h e  R u r a l  E l e c t r i f i c a t i o n  A d m i n i s t r a t i o n ,  a n d  d i r e c t  
f i n a n c i n g  t h r o u g h  f e d e r a l  a p p r o p r i a t i o n s .  T h i s  l a t t e r  m e t h o d  
i s  g e n e r a l l y  a d m i n i s t e r e d  by  o n e  o f  t h e  f e d e r a l  w a t e r  r e s o u r c e s  
d e v e l o p m e n t  a g e n c i e s  s u c h  as  t h e  C o r p s  o f  E n g i n e e r s  o r  t h e  B u r e a u



The H o n o rabl e Clark Gruening
March 14, 1978
Page Two

o f  R e c l a m a t i o n  a n d  u s u a l l y  l e a d s  t o  f e d e r a l  o w n e r s h i p .  T h e  f e d ­
e r a l  d e v e l o p m e n t  a g e n c i e s  a r e  b e c o m i n y  e n c u m b e r e d  b y  i n s t i t u t i o n a l  
a n d  b u r e a u c r a t i c  c o n s t r a i n t s  a n d  s h o u l d  n o t  be r e l i e d  u p o n  f o r  a 
t i m e l y  s o l u t i o n .  T h e  REA p r o g r a m ,  a d m i n i s t e r e d  b y  t h e  D e p a r t m e n t  
o f  A g r i c u l t u r e  i s  d e s i g n e d  t o  make  l o w  i n t e r e s t  l o a n s  a v a i l a b l e  t o  
r u r a l  c o m m u n i t i e s  f o r  p o w e r  d e v e l o p m e n t .  T h e  REA i s  a n  e x c e l l e n t  
p r o g r a m  f o r  t h o s e  c o m m u n i t i e s  t h a t  q u a l i f y .  I n  f a c t ,  i t  a p p e a r s  
t h a t  t h e  C o p p e r  V a l l e y  E l e c t r i c a l  A s s o c i a t i o n  w i l l  b e  g r a n t e d  5%
35 y e a r ,  f i n a n c i a l  t e r m s  f o r  60 p e r c e n t  c f  t h e  c o s t  o f  t h e  S o l o m a n  
G u l c h  H y d r o e l e c t r i c  p r o j e c t .  T h e  r e m a i n d e r  o f  t h e  f i n a n c i n g  c o u l d  
c o n c e i v a b l y  be  o b t a i n e d  t h r o u g h  t h e  b o n d  m a r k e t  o r  f r o m  a l o a n i n g  
i n s t i t u t i o n .  G e n e r a l l y  t h i s  s o u r c e  o f  f i n a n c i n g  w i l l  n o t  b e  
a v a i l a b l e  f o r  h y d r o p o w e r  p r o j e c t s .  O u t s i d e  o f  f e d e r a l  f i n a n c i n g ,  
s t a t e  a n d  p r i v a t e  s o u r c e s  a r e  a v a i l a b l e .  T h e  c i t i e s  a n d  b o r o u g h s  
h a v e  a c c e s s  t o  t a x - e x e m p t  p r i v a t e  f i n a n c i n g  o r  t h e y  c a n  o b t a i n  
A l a s k a  P owe r  A u t h o r i t y  f i n a n c i n g  o r  S t a t e  f u n d s ,  i f  a v a i l a b l e .
T h e  Powe r  A u t h o r i t y  i s  an  e x c e l l e n t  s o u r c e  f o r  t h o s e  p r o j e c t  w h i c h  
c a n  be  d e v e l o p e d  on t h e  s t r e n g t h  o f  t h e i r  own m e r i t s .  P r o j e c t s  f o r  
w h i c h  f u l l  f i n a n c i n g  t h r o u g h  t h e  b o n d  m a r k e t  c a n n o t  b e  o b t a i n e d  
w o u l d  r e q u i r e  t h e  b a l a n c e  f r o m  some  o t h e r  s o u r c e .  I t  i s  d o u b t f u l  
t h a t  t h e  c o m m u n i t i e s  c o u l d  p r o v i d e  t h i s  f i n a n c i n g  a n d  h e n c e  t h e i r  
b e s t  a l t e r n a t i v e  w o u l d  b e  S t a t e  f u n d s ,  p r e s u m a b l y  f r o m  e a r n i n g s  o f  
t h e  p e r m a n e n t  f u n d .

T h r e e  s t e p s  a r e  n e c e s s a r y  f o r  t h e  d e v e l o p m e n t  o f  h y d r o e l e c t r i c  
p r o j e c t s .  E a c h  s t e p  r e q u i r e s  f u n d i n g  w h i c h  c o u l d  bo  p r o v i d e d  
t h r o u g h  t h e  P owe r  A u t h o r i t y .  T h e  f i r s t  t wo  s t e p s  c o n s i s t i n g  o f  
R e c o n n a i s s a n c e  S t u d i e s ,  a n d  A d v a n c e d  E n g i n e e r i n g  a n d  D e s i g n  c o u l d  
be f u n d e d  f r o m  t h e  P owe r  P r o j e c t  R e v o l v i n g  L o a n  F u n d  a d m i n i s t e r e d  
by  t h e  P ow e r  A u t h o r i t y .  T h e  t h i r d  s t e p  c o n s i s t s  o f  C o n s t r u c t i o n  
f o r  w h i c h  l o n g  t e r m  f i n a n c i n g  w o u l d  be  o b t a i n e d  f r o m  t h e  P o w e r  
A u t h o r i t y  o r  t h e  P e r m a n e n t  F u n d  o r  a c o m b i n a t i o n  o f  t h e  t w o .

T h e  R e c o n n a i s s a n c e  S t u d i e s  a r e  g e n e r a l l y  c o n d u c t e d  f o r  t h e  p u r p o s e  
o f  e s t a b l i s h i n g ,  w i t h  r e a s o n a b l e  c e r t a i n t y ,  t h e  e c o n o m i c  m e r i t  
o f  d e v e l o p i n g  a s p e c i f i c  p r o j e c t .  I n  a d d i t i o n ,  e n v i r o n m e n t a l  
a s s e s s m e n t s  a r e  made  t o  i n s u r e  t h a t  t h e r e  a r e  no  a d v e r s e  e n v i r o n ­
m e n t a l  i m p a c t s  o f  s u c h  m a g n i t u d e  t h a t  t h e  p r o j e c t  s h o u l d  n o t  be  
c o n s i d e r e d  f u r t h e r .  T h e  R e c o n n a i s s a n c e  S t u d i e s  u s u a l l y  do  n o t  
i n c l u d e  c o s t l y  d a t a  c o l l e c t i o n ,  s u c h  a s  i s  n e c e s s a y  f o r  f o u n d a ­
t i o n  e x p l o r a t i o n s ,  b u t  i n s t e a d ,  u t i l i z e  e x i s t i n g  d a t a .  T h e  s t u ­
d i e s  w o u l d  e n t a i l  a t  l e a s t  an a s s e s s m e n t  o f  t h e  c o m m u n i t y ' s  p r o - '  
s e n t  e c o n o my  a n d  an  e s t i m a t e  o f  i t s  f u t u r e ,  a d e t e r m i n a t i o n  o f  
f u t u r e  e n e r g y  a n d  p o w e r  n e e d s ,  r e s e r v o i r  r e g u l a t i o n  s t u d e s ,  a 
d e t e r m i n a t i o n  o f  a l t e r n a t e  e n e r g y  c o s t s ,  a n d  a c o s t  e s t i m a t e  f o r  
d e v e l o p i n g  t h e  h y d r o e l e c t r i c  p r o j e c t .  T h e n ,  b a s e d  o n  t h e  c o s t  
a n d  a s p e c i f i c  i n t e r e s t  r a t e ,  t h e  e c o n o m i c s  o f  t h e  p r o j e c t  w o u l d  
be d e t e r m i n e d .  A t  t h i s  t i m e  i t  w o u l d  b e  i m p o r t a n t  t o  e x p l o r e  
me a n s  by  w h i c h  f i n a n c i n g  c o u l d  be  made  a v a i l a b l e .  T h i s  a l o n e  
m i g h t  d e t e r m i n e  w h e t h e r  t h e  p r o j e c t  s h o u l d  p r o c e e d  t o  t h e  n e x t  
l e v e l  o f  a n a l y s i s .  P e r h a p s  t h e  m o s t  d i f f i c u l t  t a s k  o f  t h e  r e c o n ­
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n a i s s a n c e  s t u d i e s  i s  t h e  r e n d e r i n g  o f  a t r u e  a s s e s s m e n t  o f  t h e  
i n t a n g i b l e  b e n e f i t s  w h i c h  m i g h t  a c c r u e  t o  t h e  p o w e r  r e c i p i e n t s .  
T h i s  s t e p  i s  g e n e r a l l y  m i s s i n g  f r o m  m o s t  e n g i n e e r i n g  s t u d i e s  a n d  
p e r h a p s  c o u l d  b e s t  be c o n d u c t e d  by  o n e  o f  t h e  S t a t e  A g e n c i e s .
T h e  c o s t  o f  t h e  r e c o n n a i s s a n c e  s t u d i e s  i s  g e n e r a l l y  i n  t h e  $50, 000 
t o  $ 1 0 0 , 0 0 0  r a n g e  d e p e n d i n g  on t h e  c o m p l e x i t y  o f  t h e  s t u d y  a n d  
t h e  a m o u n t  o f  a v a i l a b l e  d a t a .  T h e  A d v a n c e d  E n g i n e e r i n g  a n d  D e s i g n  
S t u d i e s  w o u l d  e n t a i l  d e t a i l e d  e n v i r o n m e n t a l  a s s e s s m e n t s ,  s i t e  
s p e c i f i c  f o u n d a t i o n  e x p l o r a t i o n s ,  d e t a i l e d . d e s i g n ,  a n d ,  i f  f e a ­
s i b l e ,  a r r a n g e m e n t  o f  f i n a n c i n g .  I t  i s  a t  t h i s  t i m e  t h a t  t h e  
r e l a t i o n s h i p  b e t w e e n  t h e  Powe r  A u t h o r i t y  a n d  t h e  p e r m a n e n t  f u n d  
s h o u l d  be e s t a b l i s h e d .  C o m p l e t i o n  o f  t h e s e  s t u d i e s  w o u l d  b e  s u f ­
f i c i e n t  f o r  t h e  l i c e n s e  a p p l i c a t i o n  t o  t h e  F e d e r a l  E n e r g y  R e g u ­
l a t o r y  C o m m i s s i o n .  T h e s e  s t u d i e s  c o u l d  c o s t  up t o  $500, 000.  
F i n a l l y ,  d e s i g n  c o n t r a c t s  a n d  s p e c i f i c a t i o n s  w o u l d  be  d e v e l o p e d  
w h i c h  w o u l d  t h e n  l e a d  t o  c o n s t r u c t i o n .

As m e n t i o n e d  e a r l i e r ,  t h e  P ow e r  A u t h o r i t y  c o u l d  e i t h e r  a c t  as. a 
t e c h n i c a l  a d v i s o r  t o  t h e  T r u s t e e s  o f  t h e  P e r m a n e n t  F u n d ,  o r  i t  
c o u l d  a s s i s t  i n  m a n a g i n g  t h e  f u n d s .  I f  t h e  A u t h o r i t y  b e c o m e s  t h e  
f u n d  m a n a g e r ,  i t  w o u l d  h a v e  t h e  a b i l i t y  t o  p r o v i d e  t o t a l  f i n a n c i n g  
f o r  a l l  t h r e e  s t e p s  n e c e s s a r y  f o r  d e v e l o p m e n t .  T h i s  c o u l d  b e  
a c c o m p l i s h e d  t h r o u g h  t h e  r e s t r u c t u r i n g  o f  t h e  P o w e r  P r o j e c t  R e v o l ­
v i n g  F u n d .  T h e  F u n d  c o u l d  p r o v i d e  f o r  t h e  l o a n s  n e c e s s a r y  f o r  
t h e  f i r s t  t wo  s t e p s  o f  d e v e l o p m e n t  a n d  u l t i m a t e l y  f o r  c o n s t r u c t i o n  
f i n a n c i n g  o f  a p p r o v e d  p o w e r  p r o j e c t s  t o  be  f i n a n c e d  o n  a l o n g  t e r m  
b a s i s  b y  t h e  Powe r  A u t h o r i t y .  I t  c o u l d  a l s o  be  u s e d  t o  p r o v i d e  
a r e s e r v e  f u n d  t o  s e c u r e  p a y m e n t  o f  o u t s t a n d i n g  l o n g  t e r m  A u t h o ­
r i t y  d e b t ;  a n d  i t  c o u l d  b e  u s e d  t o  p r o v i d e  a l o a n  f u n d  t o  p u r c h a s e  
j u n i o r  l i e n  r e v e n u e  b o n d s  o f  m u n i c i p a l i t i e s  wh e n  t h e  A u t h o r i t y  c a n  
i s s u e  o n l y  a p o r t i o n  o f  d e b t  n e c e s s a r y  f o r  p e r m a n e n t  f i n a n c i n g .

S h o u l d  a c o m m u n i t y  d e s i r e  t o  p u r s u e  i t s  p a r t i c u l a r  p o w e r  p r o j e c t ,  
l o a n  f u n d s  c o u l d  be  made  a v a i l a b l e  f o r  t h e  R e c o n n a i s s a n c e  a n d  
D e t a i l e d  S t u d i e s .  A s s u m i n g  t h e  r e q u e s t  i s  f o r  r e c o n n a i s s a n c e  
g r a d e  s t u d i e s ,  t h e  a p p l i c a n t  s h o u l d  p r o v i d e  s u f f i c i e n t  i n f o r m a ­
t i o n  t o  a l l o w  f o r  r e v i e w  by  t h e  A u t h o r i t y .  A t  t h i s  t i m e ,  t h e  
E x e c u t i v e  D i r e c t o r  w o u l d  p r o v i d e  a p r e l i m i n a r y  e v a l u a t i o n  t o  t h e  
c o m m u n i t y  m a k i n g  t h e  l o a n  r e q u e s t .  T h e  A u t h o r i t y  w o u l d  e v a l u a t e  
t h e  p r e s e n t  a n d  f u t u r e  e n e r g y  n e e d s  o f  t h e  c o m m u n i t y ,  t h e  p r o ­
b a b l e  f u t u r e  c o s t  o f  f o s s i l  f u e l  g e n e r a t i o n ,  a n d  on a s s e s s m e n t  o f  
t h o  m i n i m u m  c o s t  o f  t h e  h y d r o e l e c t r i c  g e n e r a t i o n  n e e d e d  t o  b r e a k  
e v e n  w h e n  c o m p a r e d  t o  t h e  t h e r m a l  g e n e r a t i o n  a l t e r n a t i v e .  T h i s  
a s s e s s m e n t  w o u l d  be  made  a v a i l a b l e  t o  t h e  c o m m u n i t y  a n d  t o  t h e  • 
B o a r d  o f  D i r e c t o r s  as  w e l l  s h o u l d  t h e  c o m m u n i t y  w i s h  t o  p r o c e e d  
w i t h  t h e i r  l o a n  r e q u e s t .  When t h e  l o a n  i s  s e c u r e d ,  t h e  c o m m u n i t y  
w o u l d  r e t a i n  t h e  s e r v i c e s  o f  a p r i v a t e  e n g i n e e r i n g  f i r m  t o  c o n ­
d u c t  t h e  r e c o n n a i s s a n c e  s t u d i e s .  As a m i n i m u m ,  t h e  r e c o n n a i s s a n c e  
s t u d y  s h o u l d  i n c l u d e  a d e s c r i p t i o n  a n d  e v a l u a t i o n  o f  a l l  e n e r g y  
a l t e r n a t i v e s  c o n s i d e r e d ,  a g e o l o g i c  m a p p i n g  o f  t h o  s i t e  o f  t h e  
p r o p o s e d  h y d r o  p r o j e c t  i f  f o u n d  t o  be t h e  b e s t  a l t e r n a t i v e ,  a
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h y d r o l o g i c  a n a l y s i s  w h i c h  w o u l d  s e r v e  as  t h e  b a s i s  f o r  e s t a b ­
l i s h i n g  t h e  h i s t o r i c  s t r e a m f l o w  r e c o r d  f o r  t h e  p r o p o s e d  p r o j e c t ,  
r e s e r v o i r  r e g u l a t i o n  s t u d i e s  f o r  a r a n g e  o f  p o t e n t i a l  p r o j e c t  
d e v e l o p m e n t s ,  a g e n e r a l  a s s e s s m e n t  o f  t h e  e n v i r o n m e n t a l  i m p a c t  
a s s o c i a t e d  w i t h  a l l  e n e r g y  a l t e r n a t i v e s  . c o n s i d e r e d ,  a mo r e  
d e t a i l e d  e n v i r o n m e n t a l  a s s e s s m e n t  o f  t h e  p r o p o s e d  p l a n  o f  d e v e l o p ­
m e n t :  a d e t a i l e d  c o s t  e s t i m a t e  f o r  t h e  o p t i m u m  p l a n ,  a n  e c o n o m i c  
e v a l u a t i o n  b a s e d  on a n u m b e r  o f  f i n a n c i a l  s c e n a r i o s  a n d  t h e  
m o s t  f e a s i b l e  f o s s i l  f u e l  g e n e r a t i o n  a l t e r n a t i v e ,  t h e  m o s t  r e c e n t  
f i n a n c i a l  a u d i t  o f  t h e  c o m m u n i t y ,  a n d  an  a s s e s s m e n t  o f  t h e  mo s t  
l i k e l y  f i n a n c i n g  m o d e s .  W i t h  t h i s  i n f o r m a t i o n ,  t h e  c o m m u n i t y  
w o u l d  be  i n  a p o s i t i o n  t o  d e t e r m i n e  i f  t h e y  s h o u l d  p r o c e e d  t o  
t h e  D e t a i l e d  E n g i n e e r i n g  a n d  D e s i g n  p h a s e  o f  t h e i r  p r o j e c t .  
F u r t h e r m o r e ,  t h e  A u t h o r i t y  w o u l d  t h e n  h a v e  s u f f i c i e n t  i n f o r m a t i o n  
t o  d e t e r m i n e  t h e  f i n a n c a b i 1i t y  o f  t h e  p r o j e c t .  T h e  A u t h o r i t y  
w o u l d  p r o v i d e  t h e  c o m m u n i t y  w i t h  i t s  a s s e s s m e n t  o f  t h e  m o s t  p r o m i ­
s i n g  me a n s  by  w h i c h  t h e  p r o j e c t  w o u l d  be  b r o u g h t  t o  i n c e p t i o n - .

S h o u l d  t h e  c o m m u n i t y  d e s i r e  t o  p r o c e e d  w i t h  t h e  p r o j e c t ,  i t  
w o u l d  a p p l y  t o  t h e  A u t h o r i t y  f o r  a l o a n  n e c e s s a r y  f o r  a c c o m p ­
l i s h i n g  t h e  A d v a n c e d  E n g i n e e r i n g  a n d  D e s i g n  b a s e d  on  i n p u t  f r o m  
t h e i r  c o n s u l t i n g  e n g i n e e r s .  I f  t h e  l o a n  i s  g r a n t e d ,  t h e  c ommu ­
n i t y  w o u l d  c o n t r a c t  f o r  t h e  n e c e s s a r y  f o u n d a t i o n  e x p l o r a t i o n s ,  
d e t a i l e d  d e s i g n ,  d e t a i l e d  e n v i r o n m e n t a l  a s s e s s m e n t ,  n e c e s s a r y  
s t a t e  p e r m i t s ,  r e f i n e d  c o s t  e s t i m a t e s ,  o t h e r  s u p p o r t i n g  d a t a ,  a n d  
F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  l i c e n s e  a p p l i c a t i o n .  T h e  
g e o l o g i c  e v a l u a t i o n  o f  t h e  s i t e  s h o u l d  i n c l u d e  d r i l l i n g  l o g s  
s h o w i n g  s u f f i c i e n t  d e n s i t y  o f  t e s t  h o l e s  a n d  s u f f i c i e n t  l i t h o l o -  
g i c a l  d e t a i l s  t o  i n d i c a t e  t h a t  a s u i t a b l e  d e v e l o p m e n t  s i t e  h a s  
b e e n  s e l e c t e d .  R e s e r v o i r  r e g u l a t i o n ,  s t u d i o s  s h o u l d  i n c l u d e  
d e l i n e a t i o n  o f  t h e  e l e v a t i o n  a nd  c a p a c i t y  o f  t h e  d e a d  a n d  a c t i v e  
s t o r a g e  z o n e s .  T h e s e  w o u l d  be  a c c o m p a n i e d  b y  a g r a p h i c a l  r e s e r ­
v o i r  r e g u l a t i o n  a n a l y s i s  s h o w i n g  t h e  f i r m  a n d  s e c o n d a r y  e n e r g y ,  
t h e  e l e v a t i o n  a n d  c a p a c i t y  o f  t h e  r e s e r v o i r ,  a n d  t h e  i n f l o w  a n d  
o u t f l o w  o f  t h e  r e s e r v o i r  f o r  t h e  h i s t o r i c a l  p e r i o d  o f  r e c o r d  
i n  m o n t h l y  t i m e  i n c r e m e n t s .  W i t h  t h i s  n ew i n f o r m a t i o n ,  t h e  
A u t h o r i t y  w o u l d  d e t e r m i n e  i f  t h e  p r o j e c t  c o u l d  b e  f i n a n c e d  t h r o u g h  
t h e  c o n v e n t i o n a l  mo n e y  m a r k e t .  T h e  A u t h o r i t y  w o u l d  o n c e  a g a i n  
p r o v i d e  t h e  c o m m u n i t y  w i t h  i t s  d e t e r m i n a t i o n  o f  t h e  m o s t  p r o b a b l e ,  
me a n s  o f  f i n a n c i n g  a n d  t h e  c o m m u n i t y  w o u l d  d e c i d e  i f  i t  s t i l l  
d e s i r e d  t o  p u r s u e  t h e  p r o j e c t .  I f  t h e  c o m m u n i t y  s h o u l d  p r o c e e d ,  
t h e  E x e c u t i v e  D i r e c t o r  w o u l d  p r o v i d e  t o  t h e  B o a r d  o f  D i r e c t o r s  
t h e  c o m m u n i t y ' s  a p p l i c a t i o n  a l o n g  w i t h  t h e  c o mme n t s  o f  t h e  
P owe r  P r o j e c t  R e v o l v i n g  L o a n  F u n d  M a n a g e r  c o n c e r n i n g  t h e  b e s t  
m e t h o d  o f  m a k i n g  f i n a n c i a l  a s s i s t a n c e  a v a i l a b l e .  T h e  a p p l i c a n t  
a n d  o t h e r  i n t e r e s t e d  p a r t i e s  w o u l d  be  n o t i f i e d  . o f  t h e  t i m e  a nd  
p l a c e  o f  t h e  m e e t i n g  a n d  w o u l d  l re i n v i t e d  t o  p a r t i c i p a t e .  T h e  
E x e c u t i v e  D i r e c t o r ' s  r e c o m m e n d a t i o n  t o  t h e  B o a r d  w o u l d  b e  s u p ­
p o r t e d  b y  a d i g e s t :  o f  t h e  c o m m u n i t y ' s  a p p l i c a t i o n .  T h e  d i g e s t  
w o u l d  c o n t a i n  i n f o r m a t i o n  on  e c o n o m i c  f e a s i b i l i t y ,  e n g i n e e r i n g



The H o n o rable  Clark Gruen ing
March 14, 1978
Page Five

f e a s i b i l i t y ,  t h e  a b i l i t y  o f  t h e  p r o j e c t  t o  m e e t  t h e  s t a t e w i d e  
e n e r g y  p l a n ,  t h e  r e l a t i v e  n e e d  o f  t h e  p r o j e c t ,  a s u m m a t i o n  o f  t h e  
f i n d i n g s  r e g a r d i n g  t h e  p r o j e c t  a m e n a b i l i t y  t o  t h e  e n v i r o n m e n t a l  
g u i d e l i n e s ,  a n d  t h e  c o n c l u s i o n s  a n d  r e c o m m e n d a t i o n s  o f  t h e  R e v o l ­
v i n g  F u n d  M a n a g e r .

R e c o m m e n d a t i o n s  o f  t h e  R e v o l v i n g  F u n d  M a n a g e r  w i l l  b e  b a s e d  o n  
t h e  o p i n i o n s  a n d  a n a l y s i s  o f  t h e  P o w e r  A u t h o r i t y ' s  f i n a n c i a l  
c o u n s e l  t o  c o n s i s t  o f  i t s  E x e c u t i v e  D i r e c t o r ,  P r i n c i p a l  f c o n o m i s t , 
F i n a n c i a l  A d v i s o r ,  S e n i o r  U n d e r w r i t e r ,  R e v o l v i n g  F u n d  M a n a g e r ,  
a n d  L e g a l  Bond  C o u n s e l .  T h e  e c o n o m i c  a n a l y s i s  w o u l d  c o n s i s t  o f  
an a s s e s s m e n t  o f  t h e  a l t e r n a t i v e  c o s t  o f  p o w e r  s h o u l d  t h e  
h y d r o p o w e r  p r o j e c t  n o t  b e  b u i l t .  T h i s  a n a l y s i s  w o u l d  e n t a i l  a 
l i f e  c y c l e  a n a l y s i s  o f  t h e  p h y s i c a l  p l a n t  a n d  an  a s s e s s m e n t  o f  
t h e  p r e s e n t  w o r t h  o f  f u t u r e  f u e l  c o s t s .  T h e s e  a s s e s s m e n t s  w i l l  
he b a s e d  on e n e r g y  a n d  p o w e r  d ema n d  p r o j e c t i o n s  t o  b e  a d o p t e d  
by  t h e  P owe r  A u t h o r i t y ,  a n d  on a m u l t i d u e  o f  d i s c o u n t  r a t e s .  T h e  
h y d r o p o w e r  a l t e r n a t i v e  w i l l  he  c o n v e r t e d  t o  an  a v e r a g e  a n n u a l  c o s t  
by  a m o r t i z i n g  t h e  p r o j e c t  o v e r  r e a l i s t i c  t i m e s  a n d  a m u l t i t u d e  o f  
i n t e r e s t  r a t e s  b a s e d  on u s a b l e  e n e r g y .  T h e  c o m p a r a t i v e  a n a l y s i s  
w i l l  i n d i c a t e  t h e  f i n a n c i n g  n e e d e d  t o  i n s u r e  t h e  p r o j e c t  i s  e c o n o ­
m i c a l l y  f e a s i b i l e .  T h e  a d v i s o r s  w i l l  a s s e s s  t h e  f i n a n c i a l  r e c o r d s  
o f  t h e  c o m m u n i t y  t o  d e t e r m i n e  i t s  e l i g i b i l i t y  t o  t h e  n o r m a l  mo n e y  
m a r k e t .  S h o u l d  t h e  n e e d e d  f i n a n c i a l  t e r m s  f o r  t h e  h y d r o  p r o j e c t  
n o t  be  o b t a i n a b l e  t h r o u g h  t h e  mo n e y  m a r k e t  o r  i f  o n l y  a p o r t i o n  o r  
n o n e  o f  t h e  p r o j e c t  i s  d e t e r m i n e d  t o  be  f i n a n c a b l e  o n  t h e  m o n e y  
m a r k e t  as  a r e s u l t  o f  t h e  f i n a n c i a l  a u d i t  o f  t h e  c o m m u n i t y ,  t h e  
a d v i s o r s  w i l l  d e t e r m i n e  t h e  n e c e s s a r y  a s s i s t a n c e  n e e d e d  t h r o u g h  
t h e  p e r m a n e n t  f u n d .  T h e  l o c a l  u t i l i t y  w o u l d  h e  r e q u i r e d  t o  e n t e r  
i n t o  " t a k e - o r - p a y "  c o n t r a c t s  f o r  a n y  f i n a n c i n g  t h r o u g h  t h e  P o w e r  
A u t h o r i t y .  T h i s  i n f o r m a t i o n  w i l l  he  made  a m a t t e r  o f  p u b l i c  r e c o r d .  
A u t h o r i z a t i o n  t o  p r o c e e d  w i t h  t h e  p r o j e c t  may  r e q u i r e  l e g i s l a t i v e  
a p p r o v a l .  S h o u l d  t h e  d e c i s i o n  a n d  a u t h o r i z a t i o n  b e  g r a n t e d  t o  
f i n a n c e  t h e  p r o j e c t ,  t h e  c o m m u n i t y  w o u l d  he  g i v e n  p e r m i s s i o n  
t o  p r o c e e d  i n t o  f i n a l  d e s i g n  a nd  c o n s t r u c t i o n .

T h e  P owe r  A u t h o r i t y  w o u l d  r e t a i n  t h e  r i g h t  t o  r e v i e w , - t h e  f i n a l  
c o n t r a c t  d r a w i n g s  a n d  s p e c i f i c a t i o n s  a n d  t o  m o n i t o r  'ar i d a p p r o v e  
c o n s t r u c t i o n  m a t e r i a l  ar i d t e c h n i q u e s .  I t  w o u l d  h a v e  t h e  a u t h o ­
r i t y  t o  r e j e c t  f a u l t y  m a t e r i a l  o r  c o n s t r u c t i o n  a n d  w o u l d  h e  t h e  
a p p r o v i n g  a g e n c y  f o r  c o n t r a c t  m o d i f i c a t i o n s .  P a y m e n t s  t o  t h e  
c o n t r a c t o r  w o u l d  be p a i d  i n  i n s t a l l m e n t s  a s  t h e  c o n s t r u c t i o n  w o r k  
p r o g r e s s e s ,  -and t h e  p a y m e n t s  w o u l d  n o t  e x c e e d  90 p e r c e n t  o f  t h e  
a m o u n t  d u e  as d e t e r m i n e d  by  t h e  c o m m u n i t y ' s  c o n s u l t i n g  e n g i n e e r .
Upon  c o m p l e t i o n  o f  t h e  c o n t r a c t ,  t o  t h e  f u l l  s a t i s f a c t i o n  o f  t h e  
S t a t e ,  t h e  C o m m u n i t y  a n d  t h e  C o n s u l t i n g  E n g i n e e r ,  t h e  r e m a i n i n g  
1 0  p e r c e n t  w o u l d  he  p a i d  t o  t h e  c o n t r a c t o r .

R e p a y m e n t  f o r  t h e  c o s t  o f  t h e  p r o j e c t  w o u l d  c ome  f r o m  t h e  s a l e  o f  
p o w e r  t o  t h e  l o c a l  u s e r s .



The Honorable Clark Gruening
March 14, 1978
Page Six

T h e s e  p r o c e d u r e s  r e p r e s e n t  a q u i c k  o u t l i n e  o f  t h a t  w h i c h  w o u l d  
be r e q u i r e d  t o  f u l l y  i m p l e m e n t  o u r  p r o p o s e d  p r o g r a m .  B e c a u s e  
o f  t h e  l a r g e  a m o u n t  o f  d o l l a r s  t h a t  w i l l  b e  s p e n t  on  p o w e r  d e v e -  
l o p e n i e n t  i n  t h e  i n  t o r e  1 f e e l  i t  i s  i m p e r a t i v e  t h a t  g u i d e l i n e s  
be e s t a b l i s h e d  t h a t  w i l l  s e r v e  t o  p r o t e c t  b o t h  t h e  S t a t e  a n d  
l o c a l  c o m m u n i t i e s .  W h i l e  I  h a v e  t a i l o r e d  my t h o u g h t s  a r o u n d  
A u t n o r i t y  m a n a g e m e n t  o f  f u n d s ,  t h i s  c o u l d  o b v i o u s l y  b e  a l t e r e d  
t o  a l l o w  us  t o  a c t  as t e c h n i c a l  a d v i s o r s  t o  t h e  T r u s t e e s  o f  t h e  
P e r m a n e n t  F u n d  i f  t h i s  w o u l d  be  y o u r  d e s i r e . .  I f  y o u  h a v e  a n y  
s u g g e s t i o n s ,  c omme n t s  o r  q u e s t i o n s  p l e a s e  do  n o t  h e s i t a t e  t o  c a l l
n n m  n •on me .

S i  n c e r e l y ,

E r i c  P.  Youl cf :  
E x e c u t i v e  D i r e c t o r


