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Offered:: 3/15/84
Referred: Finance
Original sponsor: Tischer
IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE BILL NO. 588 (Judiciary)

IN THE LEGISLATURE OF THE \STATE, OF ALASKA
. -y EAVAR 8" S VAR

THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: >An Act providing for the award of costs and attorney

BE

fees to persons who prevail in certain state adminis-
trative proceedings; and providing for an effective

date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA-

*

Section 1. AS 09.50 is amended by adding a new section to read:
ARTICLE 7. COSTS AND ATTORNEY FEES IN ADMINISTRATIVE PROCEEDINGS.

Sec. 09.50.410. AWARD OF COSTS AND ATTORNEY FEES TO RESPONDENT
IN ADMINISTRATIVE PROCEEDING. (a) If action by a state agency re-
suits iIn an administrative proceeding in which the state agency takes
a position adverse to the respondent and the proceeding is to impose a
civil penalty or tax on a person or to revoke, suspend, limit, or
condition a person®s right, authority, license, or privilege, the
hearing officer or other official who presides over the proceeding
shall allow the respondent to recover from the state the respondent”s
costs of defense, 1including attorney fees, if the respondent prevails
in the administrative proceeding.

(b) If a civil penalty or tax 1is imposed on a person in an
administrative proceeding or the proceeding results in the revocation,
suspension, limitation, or conditioning of a right, authority, li-
cense, or privilege and the decision made in the administrative pro-
ceeding is reversed on the merits in a subsequent court proceeding,
the court shall allow the person who was the subject of that decision

to recover the costs of defense in the administrative proceeding,

-1- CSHB 588 (Jud)



*

including attorney fees.

(c) Anaward of costsand attorney fees made under this section
shall be 100percent of thefirst $2,000 of costs and attorney fees
and 75 percent of costs and attorney fees in excess of $2,000.

(d) Anaward,of costsor attorney fees made under this section
may be appealed to the superior court.

(e) In this section "state agency" means a department, office,
agency or other instrumentality of the state, 1including the University
of Alaska.

Sec. 2. This Act applies only to administrative proceedings that are

commenced after the effective date of this Act.

*

Sec. 3. This Act takes effect immediately 1in accordance with AS 01.-

10.070(c).

CSHB 588 (Jud) -2-
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Introduced: 2/8/84
Referred: Judiciary and Finance

IN THE HOUSE BY TISCHER

HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA

; > t¥T
THIRTEENTH LEGISLATURE - SECOND SESSION
> emw - . ?.Kie
A BILL
For an Act entitled: "An Act providing for the award of costs and attorney
fees to persons who prevail in certain state
administrative proceedings; and providing for an

effective date."”

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

*

Section 1. AS 09.50 1is amended by adding a new section to read:
ARTICLE 7. COSTS AND ATTORNEY FEES IN ADMINISTRATIVE PROCEEDINGS.

Sec. 09.50.410. AWARD OF COSTS AND ATTORNEY FEES T0 RESPONDENT
IN ADMINISTRATIVE PROCEEDING. (a) If action by a state agency re-
suits in an administrative proceeding to impose a civil penalty or tax
on a person or to revoke, suspend, limit, or condition a person®s
right, authority, license, or privilege anc the respondent prevails in
the administrative proceeding, the hearing officer or other official
who presides over the proceeding shall allc » the respondent to recover
from the state the respondent®s costs of der®ense, including attorney
fees.

(b) The amount of costs and attorney fees that may be awarded
under this section shall be determined by reference to the Alaska
Rules of Civil Procedure, Rules 54(d), 79, and 82, as if the action
had been brought in a state court.

(c) An award of costs or attorney fees made under this section
may be appealed to the superior court.

(d) In this section "state ac~r.:y" means a department, office,

agency or other instrumentality of the state, including the University

-1- HB 588



only to administrative proceedings that are
ve date of this Act.
w Sec. 3. This Act takes effect immediately in accordance with AS 01.-
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STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision’®Date

REQUEST FISCAL DETAIL

Bill/Resolution No.:CSHB 589 Agency Affected:nnnmprre fe Emnomir. Dpv.

Title: Relating to the Alaska rower Program Category Affected: Development
Authority

Sponsor: Governor" BRU, Program or Subprogram(s) Affected:

Requestor:__ Alaska Power Authority

Date of Request:_

EXPENDITURES/REVENUES: (Thousands of Dollars
FY 84 FY 85 FY 86... FY 87 FY 88 FV 89
OPERATING
100 PERSONAL SERVICES
200 TRAVEL

300 CONTRACTUAL

400 SUPPLIES

500 EQUIPMENT

600 LAND & STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-
CAPITAL
REVENUE

FUNDING: (Thousands of Dollars)

GENERAL F»*ND
FEDERAL FUNDS
OTHER
TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis

Prepared By: Representative A1 Adams”P/ Phone: 465-3706
Division: Finance Date:  3/29/84
Approved by Commissioner: Date:

Agency: *

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83



Analysis: CS HB 589 (Finance) Page 2 of 2

Repeal of the "Susitna Clause" w ill remove the obligation that
the State must appropriate $5 b illion to the Power Development
Fund by 1991 in order to prevent triggering of a requirement
that there be a 10 percent rate of return on power project
investm ents.
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Original sponsorl Rules/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL HO. 589 (Finance)
IH THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOHD SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Power Authority? and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA#
* Section 1. AS 44.83.398(a) 1% amended to read:

(a) The authority shall sell power produced from power projects
acquired or constructed under the energy program for Alaska. For
purposes of this section. Lake Tyee, Swan Lake, Solomon Gulch. Bradley
Lake, Terror Lake hydroelectric facilities, and the Watana Dam phase
of the Susitna hydroelectric project are considered to he one power
project. This power project la referred to as the initial project [A
UTILITY THAT PURCHASES POAER PRODUCED BY A POAERR PROJECT OF THE AU
THORITY SHALL AGREE WITH THE AUTHORITY

(1) TO GIVE PREFERENCE IH TTIE SALE OF POMR AT RETAIL TO
ALL CLASSES OF CONSUMERS OF POARR EXCEPT INDUSTRIAL CONSUVERS?
(2) TO CHARGE INDUSTRIAL CONSUVERS OF POMR A RATE JD!E»—
TERMINED BY THE AUTHORITY IN ACCORDANCE WITH (d) OF THIS SECTION].
* Sec. 2. AS 44.83.398(b) is amended to read:

(b) The authority shall establish a wholesale power rate struc-
ture applicable to sales of power to the [ITS] customers [AT THE
BUSBAR} of a power project as follows:

(1) The authority shall establish and maintain a se
wholesale power rate applicable to each power project that it has
acquired or constructed under the energy program for Alaska, other

than a project described in (f) of this section. The wholesale power
1 CSH3 589(Fin)



rate established by the authority for the initial project shall be a
gate calculated under this paragraph except that the portion of the
rate applicable to (A) and (C) of thi.8 paragraph shall be adjusted for
the hydroelectric facilities in the initial project as set out in (3)
of this subsection. The wholesale power rate shall be computed by the
authority annually, or more frequently as may be necessary, and shall
equal the rate that the authority estimates is necessary to produce
revenue that is sufficient to pay | "
(A) operation, maintenance, and equipment replacement
coat3 of the power projecti
j (B) the power project’s proportionate share of the
debt service on state loans and bonds for all power projects in
the energy program for Alaska, determined in accordance with (g)
' of this sections
(C) safety inspections and investigations of the power
project by the authority.

(2) If, by July 1, 1991, the legislature has not a
ated at least $5,000,000,000 to the fund, in addition to appropria-
tions to the fund of interest earned on money in the fund, the author-
ity shall, beginning on that date, establish and maintain a separate
wholesale power rate applicable to each power project that is acqui?vévd
or constructed under the energy program for Alaska. The wholesale
power rate shall be computed by the authority annually, or more fre-
quently an rrlay be necessary, and shall be tr;e greater of

<A 10 percent of the amount the authority has in-
vested in the power project, including loans and grants made by
the statei or
(B) the rate that the authority estimates is necessary
to produce revenue sufficient to pay
CSHB 589(Fin) -2-



(1) operation, maintenance, and equipment re-

placement coats of the power project;

<ii) the power project's proportionate share of
debt service on state loans and bonds for all power projects
in the energy program for Alaska, determined in accordance
with (g) of this section? and

(ill) safety iaupection* and investigations of the
power project by the authority.

(3) For the purposes of determining amounts to be allc
to each hydroelectric facility in the initial project under (I) (A) and
(1)(C) of this subsection, the authority shall determine for each
hydroelectric facility its Individual operation, maintenance, equip-
ment replacement, safety Inspection, and investigation eosts.

Sec. 3. AS 44.83.398(e) Is amended to read:

(e) After determining the wholesale power rate for a pow
project under tha provisions of this section, tho authority may adjust
the rate or change the rate provisions to insure that the revenue
derived from that power project and the aggregate revenues of the
authority will be adequate to comply with tho rate covenants and other
agreements contained in any trust indenture or trust agreement entered
into by the authority for the security of the holders of bonds Issqud
to finance power projects in the energy program tBKERGY PROGRAM for
Alaska. The authority may agree with a purchaser of power to limit
rato increases caused by debt service payable by the authority on
subsequent projects.

Sec. 4. AS 44.83.398(g) ia amended to read:

(g) For the purposes of (b)(1)(B) (AND (b)(2) (B) (ii) ] of this

section, a power project's proportionate share of debt service on

state loans and bonds for all power projects in the energy program for
-3- CSHB 589(Fin)
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Alaska is equal to the state's investment in the power project divided
by the state's investment in all power projects in the energy program
for Alaska and multiplied by the debt service on state loans and bonds
for all power projects in the energy program for Alaska. In this
subsection

(1) "state's investment in the power project” includes all
state money invested in a power project, including loans, grants, and
proceeds from bonds, less tho principal repayments on the project's
proportionate share of debt service on state loans and bonds*

(2) "state's investment in all power projects in the energy
program for Alaska"™ Includes all state money invested in the power
projects, other than interties, in the energy program for Alaska,
including loans, grants, and proceeds from bonds, less the principal
repayments on bonds and state loans issued for the power projects.

* Sec* 5. AS 44.83.398(b)(2) is repealed.

* Sec. 6. AS 44.83.398(d) is repealed.

* Sec. 7. This Act takes effect immediately in accordance with AS 01.-
10.070(c).

CSHB 589 (Fin) _4-



SECTIONAL ANALYSIS OF CS HB 589 (RESOURCES)

Section 1; Provides for the combination of Tyee, Swan, Solomon
Gulch and Terror Lake projects into one project for the purpose
of debt servicing --—— hence the phrase, "four dam pool™. Also

removes restrictions on industrial power rates.

Section 2: Along with section .1, establishes that the four
projects will be considered one project for purposes of debt
servicing. APA is directed to determine the operation,

maintenance, equipment replacev nt, safety inspection, and
investigation costs of each project 1individually for rate
calculation purposes. This section also continues the so called
Susitna clause (see effective date sections).

Section 3: Protects the four dam pool power rate by giving APA
the authority to limit rate increases 1if new projects are funded

under the energy program for Alaska.

Section 4. AS 44.83.398(g) defines a power project®s

proportionate share of debt service. Section 4 removes the
reference to a project®"s proportionate share of debt service
under the Susitna clause. This is a technical amendment

necessitated by section 5.

Section 5. Repeals the Susitna clause. The Susitna clause
provides that if the legislature does not appropriate $5 billion
to the fund by 1991, then effectively, the wholesale power rate
becomes 10% of the state®s total annual investment 1in the project
Section 5 does not go into effect unless the voters approve the
establishment of a major projects fund that 1is used to build the
Susitna (Watana) dam, Tfirst (see section 8).

Section 6. Repeals an additional restriction cn industrial
rates, i.e. industrial rates would not have to &e equal to or
greater than residential rates.

Section 7 Provides an immedlate effe
in the bill except the repeal of the S
technical amendment 1in section 4.

Section 8 Provides that repeal of th
section 4 do not go into effect until
proj ects fund that is used to build th
first.
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ALASKA RURAL ELECTRIC COOPERATIVE

ASSOCITATION, INC.

237 E. FIREWEED LANE <« SUITE 301
ANCHORAGE, ALASKA 99503 « (907)276-3235

February 29, 1984 Py R<I*

WATC* m

The Honorable John Cowdery

Chairman, House Labor and Commerce Committee
Alaska House of Representatives

Pouch V

Juneau, Alaska 99811

RE: House Bill 684 and House Bin 5S9
Dear Representative Cowdery:

The statutory changes in House Bill 589 and the appropriation in House Bill 684
are both essential to resolving the problems which exist in relation to "the

four dam pool.”” - -
It is the position of our association, established by a unanimous vote of the
directors on February 21, 1984, that both of these bills should be enacted as

a part of a comprehensive package which also includes:

1. A major projects fund which assures funding of
Watana and Bradley Lake, and

2. A permanent funding mechanism for the power cost
assistance program for the high cost rural utilities.

We urge your committee to advance these bills to House Resources where such a
package can be assembled.

Sincerely,

David Hutchens
Executive Director



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Page 1 of 2

REQUEST FISCAL DETAIL ” 0 _ e n

Bill/Resolution No.: 589 Agency Affected:”~ommerce & Economic Development

Title: Relating to tire Alaska Power Program Category Affected: Uevelopment
Authority :

Sponsor: Governor BRU, Program or Subprogram(s) Affected:

Requestor: Alaska Power Authority

Date of Request: -

EXPENDITURES/REVENUES: (Thousands of Dollars) -

OPERATING
100 PERSONAL SERVICES
200 TRAVEL

300 CONTRACTUAL

400 SUPPLIES

500 EQUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAIMS

900 MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
CENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL

ANALYSIS: Attach a separate page for analysis

Prepared By: George Matz Phone 465-2079
Division: Dept, of Commerce & Economic Development Date: 176/54—
Approved by Commissioner: Richard A. Lyo~r~"N- _Date:

Agency: Dept, of Commerce & Economic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



Analysis: HB 589 Page 2 of 2

R . t oo o m.
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Repeal of the “"Susitna Clause”™ will remove the obligation that the
State must appropriate $5 billion to the Power Development Fund by
1991 in order to prevent triggering of a requirement that there be
a 10 percent rate of return on pov/er project investments.
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8 44.83.363 a State Government 8 44.83.363

the authority shall consider a person who, or a governmental agency
that, offers to pay for electrical service to several facilities to be a
separate consumer for each facility, ifeach facility isphysically sepa—
rate from another facility, other than through electric service lines,
and ifthe person or governmental agency requests and offers topay for

electrical service to each fecility; T
m() "“facility"heans, T
trical energy;and *7 “ et o7 VTN /=3

. (3 "governmental agency”lncludes W|th respect to the state or.
federal government or a municipal government, a legislative body,
board of regents, administrative body, board, commission, committee,
subcommittee, authority, council, agency, public corporation, school
board, department, division, bureau, or other %ubordinate unit,
whether advisory or otherwise, of the state, federal, or municipal gov—
ernment. (81 ch 118 SLA 1981; am &10- 13 ch 89 SLA 1983)

Effect of amendments. — The 1983 “extended with_the loan proceeds” *for
amendment, effective July 22, 1983, "during the preceding year for which the
deleted "'and mterest’ *fol 0N|ng 'prln— loan was made””in paragraph (0)(2)(8)
C|pal’1n par%gf @2, added the sec— and added SLbseCtlm Q. 7;,-V, 5

Subsection ©, sustituted -of
I vl | v )1 °JVC S r 3(xywq .e/dava

Sec. 44.83.363. Loan advisory committee. When an application
for a rural electrification loan is submitted to the authority under AS
44 83.361, the authority shall appoint a local advisory committee from
persons residing in the area that the applicant utility is certified to
serve. The loan advisory committee shall consider th? loan application,
and shall recommend whether the loan application istobe approved or
disapproved. A favorable recommendation from the loan advisory com —
mittee shall be based on a determination that development in the area
of the proposed extension of electric service is likely to provide for full
repayment of the loan under AS 44.83.361(d) within 10 years. In
making that determination the committee shall consider <

(D) permanence of the premises to be served by the extension;
(@ land use patterns in the area; < </v XV "k

m{3) access for the line that would be installed with loan proceeds;

(% availability of other utility service in the area; and Wi, u
(5) the economic feasibility of the extension of electric servicewith
the proceeds of the loan. (8 1 ch 118 SLA 1981) Hp .. X

Article 9. Energy Program for Alaska.

Section *me e =  Section e . ]
30. Program established 390. Reappropriation of fund balance
332. Power development fund established  392. Lapse of excess gopropriations «
384. Use of fund balance 4. [Repealed] -y

3%6. Investment of fund 3%. Operation of power project

383. Allotment to projects 38 Sale of power from power project



8 44.83.380 Alaska Statutes Supplement 8 44.83.384
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Sec. 44.83.380. Progranm establlshed (@ The energy proéram for
Alaska |s establlshed The progran shall bhe admlnlstered by the
Al 1 rliart.aijk. ilJr»? 1)
...(b) The energy program for Alaska is a program by which the-
authority may acquire or construct power projects with money-appro—
priated by the legislature lo the power development fund established
in AS 44.83.382. A. power project may be acquired or constructed as
part of the energy program for Alaska only ifthe project is submitted
to and approved by the legislature in accordance with procedures set
out inAS 44.83.177 £\44.83.187. "/ 27" "7 - "

© The provisions of AS 36.10.010 — 36.10.125 apply to power
projects constructed by the authority under AS 44.83.380- 44.83. 425
(AS 44.83.400; &1 ch 118 SLA 1981) Vo

ﬁewsorg hotes. T °A' referencs HAS  Ediitor 3ndtes— As enected l’li”nissec—

44.83.400 - 44.83.510was changed thAS Tionwas desi AS 24.83. 400 and was

44.83.380 — 4483425 by the revisor of renumbered the revisor ofstamtes
statutes pursuant toAS 01.05.031 toco-  under AS 01 .031.

form 1o the renumbering of this article. 75»;
‘.\rlo&lvbS <WOv.i

*Bec. 44.83.382. Power development fund established, (@ A
power development fund isestablished in the-Alaska Power Authority

to carry out the purposes of the energy program for Alaska (AS
44.83.380 — 44.83.425). %o t/_-hriip-". . - - m«ee-—.

T*®) The fund includes &% Woj- vorv, 250 i " V75
(€))] money appropriated to ithy the legislature; and *¥51¢'3)
m(2) [Repealed, § 27ch 89SLA 1983.(& 1ch 118 SLA 1981; am 827
Ch 89 SLA 1983) VI#“Y»Vm "> Juf
cow.nif. Sji>! & cift vi-iit;, t;.eol,”" . i/JV *sssw(,t;tn

-Eef\i/gléls%r 3 Qﬁt% 510 A reference O AS amendment eﬁeﬁme ai‘JUI (D)
in subsection repeal I sﬁeectlon
was changed DAS 44.83.380— 44.83. S% Edltopgrr%%egp (22 erected, thissc-
0¥ revisor of statutes pursuant tAS  timwas desi AS 24.83. f10and was
05.031 to conform to the renumbering renumbered the reviBor of statutes
oﬂhlsartlcle . - under AS 01.06.03L. il"tHfiUsTii.IM.

________ P I | |l5-| walu?\/Bt'rJud;B <<|o¥ ‘T_._l

. ' ',)' \Eolpas mfes e '|*

Sec. 44.83.384. Use of fund balance (a)The fund may be used by
the authority to provide money for .

(D reconnaissance and feasibility studies and power project finance
plans prepared under AS 44.83.177 — 44.83.181; ool o*e

(2 the cost of a power project, including but not limited to costs of
acquiring necessary licenses, preparing engineering designs, obtaining
land, and constructing the power project; ooV

(3 the defeasance ofbonds, or the payment of debt service on loans
for or on an issue of bonds sold in connection with a power project;

310



8 44.83.384 -W¥ State Government 8 44.83.384

=<(4) the cost of operating and maintaining power projects; and *
(5) debt service on power projects. «* HENA ¢

;,r(b) Money in the fund may be used under (aj ofthis section only for
alpower project that muiAUiovuiliuv > 4 usesj
ee<m(!) is economicklly feasible; ahd avail fmul
>|I(2) provides the iowestreasonable power costto utility customers in
the market area for the estimated life 'ofthe powir project,vW hether
operated by itselfor in conjunction with'other power projects'in the
inarket area, and that operates or will operate on oiie or more ofthe
following: otv- e -

v X(A) renewable energy resources, |nclud|ng but tot limited to
hydroelectric power, wind, biomass, geothermal, tidal or solar energy,
or a method that uses temperature differentials or other physical

properties of the ocean; S;errki = ¥
coal or peat, @ ..... .(==/.j\0"srv .ty j
(©) energy derived from waste heat; or e ~X
(D) fossil fuel, including oil or natural gas. // *<e»; . . "?i:“

© Notwithstanding (b)() of this section®and AS 44.83.396 - «
44.83.398, the fund may be used by the authority toprovide money for
the. cost of a power project that is or was either constructed or owned
by the United States government ifthe requirements ofthis subsection
are met. The provisions ofAS 44.83.177 - 44.83.187 do not apply toa
power project financed under this subsection. The authority may use
money in the fund for the cost.ofa power project under this subsection

K oFrIsnrS »V SJ-iV Trerever < remk. ¢
,,(1) the Ieglslature enacts a law approving the project;

.,»-(2) the office of management and budget in the Office of the Gover—
nor reviews a feasibility study and a plan of finance for the project and
determines that the feasibility study complies with the requirements
for a feasibility study submitted under AS 44.83.181(b) and that the
plan of finance complies with the requirements for a plan of finance
submitted under AS 44.83.181(c); and r

; (3 the project meets the other requirements of this chapter. (81 ch
il8SLA 1981; am 812ch 133 SLA 1982; am &28 ch 63 SLA 1983; am
&3.14, 15 ch 89 SLA .1983) ; *=< y! suo

Jd-THHiruy e/

Effect of amendments. — The.1982
amendment added subsection ©.
"The first 1983 amendment,
July 15, 1983, substituted 'of_ﬁge of
management and ' for "division of
t and management™ in paragraph

1l ezse(%gds 1983 amendment, erff%?n&
0 , remote I
shgect and s?isri?u?%d 2AS

10N
44.83.396 — 44.83.398” Tor 'AS 44.83.3%

— 44.83.398””and 'or was either con-

©

.stmcted or owned"" for "'oonstructed and

" in the first sentence ofatsectlerjl
-V
Edltorgmtes As eracted, this ssc-
tinwas desi AS 44.83. 420 and was
renumbered the rewsor of statutes
under AS 01.06.031.
For legislative approval of the Bradley
Lake hydroelectric po&(g:,
133, SLA 1982, inthe Temporary and
Speaal Acts and Resolves.
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Sec. 44.83.386. Investment of fund. The Department ofRevenue
shall investthe money inthe fund inaccordancewithAS 37.10.070 and
37.10.075. The Department ofRevenue shall provide money inthe fund
to the authority only after costs have been incurred or amounts in the
fund have been otherwise obligated under contracts for the acquisition
and construction of a project. . Amounts that have been obligated, but
for which costs have not yet been incurred, may be segregated by the
Department ofRevenue or .transferred to the authority only with the
prior approval or agreement of the commissioner of revenue.. Interest
received on money that issegregated or transferred under this section
must be deposited in the general fund. (81 ch 118 SLA 1981; am &16

cb 89 SLA 1983) .bnivF “K/:iir
twj 6 :.e7Riijigifvih itdi ;"2cubi fr'-vib *
Effect of amendments. — The 1983 Editor 3notes. — As enacted, this ssc-
amendment eﬁecu\eJu y 22, 1983, sb- tinwas desi AS 44.83.430 and was

u% beglnnlng "osts  renumbered the revisor of statutes
have been mcun’ed ‘aastforaproject  under AS 01.06.031.

is incurred'” at the end_of the second se- * J—Jnfuumtoau I||./vaijji (CI)
tence and added the third and fourth sen- L'

; nx&it: obwimuJ <fruIjdni-—r t .T&VA
¢ Sec. 44.83.388. Allotment to projects, (a)"The authority shall
maintain records of power project allocations from the fund for each
power project <€ © -fe.
vS(I) approved in accordance with AS 44183.185; and J
*T2) for which an allocation ismade from an appropriation made by
the legislature without specifying an appropriation to a project.

) Income earned from investment of money appropriated to the
fund shall be deposited in the general fund and may be appropriated

to the fund by the legislature. (AS 44.83.440; 81 ch 118 SLA 1981)
—Clltl_ D- - I|’>|;r._lfjgill.|

- Editor 3 notes. — Asenacted thissse-  renumbered I(og/ fﬁe revisor ofstamte%/
tinwas designated AS 44.83. Mdandwas  under AS QL.

i R L,. . Ll

|Sec 44.83.390. Reappropriation of fund balance. (a) Ifa power
project designated by the legislature by law is not constructed, the
amount appropriated to it may be reappropriated to other power
projects by the legislature. - mu .mm i

() The legislature may reappropriate money under (@) of this sec—
tion only for a power project that is economically feasible under AS
44.83.181(b) and only ifthe project will serve the market area that
would have been served by the power project designated by the legisla—
ture and not constructed. (AS 44.83.450; 81 ch 118 SLA 1981)

eEditor"snotes. — As ewcted, thisss-  renumbered by the revisor of statutes
tinwas designated AS 44.83. 4andwas  under AS 01.06.03L.

- —-a .
Sec. 44.83.392. Lapse ofexcess appropriations. Ifat the end of
construction of a power project appropriations for the power project
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exceed the amount required for construction of it, the excess lapses into
the general fund. (AS 44.83.460; 81 ch 118 SLA 1981) -

Twoiz . --ie . m VvV -
Editor 3 notes. — Asemcted thissec- renumbered by the revisor of statutes
tlcnwas de3|g1atedAS 44 83 460and was under AS 01.06.01. 1 .
V.ii. - -

Sec. 44.83.396. Operation of power project, (a) A power project
that isacquired or constructed as part ofthe energy program for Alaska
isowned, and shall be administered, by the authority. Y, N -

() When a power project has been acquired or constructed by the
authority, the project may be operated for the authority under a
contract or lease entered into by a qualified utility and the authority.

(© The authority shall enter into a contract or lease under reason—
able terms and conditions to permit the applicant utility to operate the
power project when the applicant utility is the only wholesale power
customer tobe served directly by the power projectunless the authority
determines a utility making application for a contract or lease to
operate a power project is not a qualified utility or is not capable of
operating that power project efficientlyand ina manner that isconsis—
tent with national standards for the industry and with agreements
with bondholders. . L
e (@ The authority shall adopt regulations to determine the manner
of selecting a qualified utility to operate a power project under a
contract or lease when there is more than one wholesale power
customer to be served directly by the power project.

() When theauthority permits a power project to be operated by a
qualifiedutility under acontract or lease, the authority shall *

(D review and approve the annual budget for the operation and
maintenance of the power project; and  » - -

(2) assure that the project is being operated efficiently and in a
manner that isconsistentwith national standards for the industry and
agreements with bondholders. (81 ch 118 SLA 1981; am &17- 19
ch 89 SLA 1983) .y ; - *i—»m—Jc—
«" Vr = &

Effect of amendments. — The 1983 end oflparagraph O ofsbeectlm (P
amendment, effective July 2, 1983, added “and agreements with bondholders™”
deleted"bymeslate Tollomng"lsowned” o the end paragraph (Z)Ofsweectlm

insLbsection @), inserted "aqualified uil—  @).
or isnot’' near the end ofsubsection ©, Edltor§ rotes. — Aseracted thissec—

tel inning "effici tinwas deslgted AS 24.83. 480 and was
and |namaﬁngelra%eal%eglsoa”sr=g 'tothe  renumbered (Igle revisor of statutes

end ofsdosectlm ©, added "and” o the  under AS 01.05.
. od,. N | .
Sec. 4483398 Sale of power from power project, (@) The
authority shall sell power produced from power projects acquired or
constructed under the energy program for Alaska. A utility that pur-
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chases power produced by a power project of the authority shall agree

with the authority .
(D) to give preference in the sale of power at retail to all classes of
consumers of power except industrial consumers; . - -

(2) tocharge industrial consumers ofpower a rate determl ned by the
authority in accordance with (d) of this section. -

«(b) The authority shall establish a wholesale power rate structure
applicable to sales of power to its customers at the busbar ofa power
project as follows: *

» (D) The authority shall establish and maintain a separate wholesale
power rate applicable to each power project that it has acquired or
constructed under the energy program for Alaska, other than a project
described in (f) of this section. The wholesale power rate shall be com—
puted by the authority annually, or more frequently as may be neces—
sary, and shall equal the rate that the authority estimates isnecessary
to produce revenue that is sufficient to pay

(A) operation, maintenance, and equipment replacement costsofthe
power project;

(B) the power project3 proportionate share of the debt service on
state loans and bonds for all power projects in the energy program for
Alaska, determined in accordance with (g) of this section;

,*(C) safety inspections and investigations of the power project by the
authority. . u:.. = . o e o

(@ If,by July 1,1991, the legislature has not appropriated at least
$5,000,000,000 to the fund, in addition to appropriations to the fund of
interest earned on money in the fund, the authority shall, beginning
on that date, establish and maintain a separate wholesale power rate
applicable to each power project that is acquired or constructed under
the energy program for Alaska. The wholesale power rate shall be
computed by the authority annually, or more frequently as may be
necessary, and shall be the greater of

.(A) 10 percentofthe amount the authority has invested inthe power
project, including loans and grants made by the state; or  _esmm -.

(B) the rate that the authority estimates is necessary to produce

revenue sufficient to pay mi.r L
() operation, maintenance, and equipment replacement costs of the
power project; e L e*e | e]-?

f (i) the power project3 proportionate share of debt service on state
"loans and bonds for all power projects in the energy program for
"Alaska, determined in accordance with (g) of this section; and

(i) safety inspections and investigations ofthe power project by the
authority. .

(© The authority shall transmit all the money that itreceives under
(@ ofthissection to the commissioner ofrevenue for deposit inthe state
general fund except for money ithas pledged or otherwise covenanted
to secure bonds.
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(d) A rate for an industrial consumer under (@)(2) of this section

(D) may exceed the wholesale power rate determined under (b) ofthis
section; e>e - : . " v <°

(2 may not be less than the rate charged residential consumers.

" (e) After determining the wholesale power rate for a power project
under the provisions of this section, the authority may adjust the i*te
or change the rate provisions to insure that the revenue derived from
that power project and the aggregate revenues of the authority will be
adequate to comply with the rate covenants and other agreements
contained in any trust indenture or trust agreement entered into by the
authority for the security of the holders of bonds issued to finance
power projects in the Energy Program for Alaska. Zrt wh \

(0 The provisions of (b) of this section do not apply to an intertie that
isauthorized as a separate project under AS 44.83.380. The authority
shall establish and maintain separate power rate schedules applicable
to each intertie that ithas acquired or constructed as a separate power
projectunder the energy program for Alaska. The power rate schedules
shall produce sufficient revenue from utilitiesconnected by the intertie
topay (1) operation, maintenance, and equipment replacement costs of
the intertie; (2) debt service of the intertie; and (3) safety inspections
and investigations of the intertie by the authority. If the authority
‘determines that an intertie has ceased to function as a separate project
and has become a part of one or more other power projects as a
transmission line, the power rate-schedules established under this
subsection shall be terminated and a wholesale power rate applicable
to the former intertie calculated under (b) of this section for the project
or projects ofwhich ithas become a part. .,oIr .

(@ For the purposes of (B)(M(B) and G)@REB)(i1) of this section, a
power project 3 proportionate share of debt service on state loans and
bonds for all power projects in the energy program for Alaska isequal
to the state$ investment in the power project divided by the state3
investment in all power projects in the energy program for Alaska and
multiplied by the debt service on state loans and bonds for all power
projects in the energy program for Alaska. In this subsection ;

(1) "state 3 investment inthe power project” includes all statemoney
invested in a power project, including loans, grants, and proceeds from
bonds, less the principal repayments on the project3 proportionate
share of debt service on state loans and bonds; e

(2 "state 3 investment in all power projects in the energy program
for Alaska””includes all state money invested in the power projects,
other than interties, inthe energy program forAlaska, including loans,
grants, and proceeds from bonds, less the principal repayments on
bonds and state loans issued for the power projects.

(h) Notwithstanding (g) of this section, in the 1983 state fiscal year
the proportionate share of debt service under (b) of this section,
expressed as a rate, for a power project for which a construction
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contract has been

exceed the average debt service component ofthe wholesale power rate
for all power projects in the energy program for Alaska. The limit
imposed by this subsection shall be increased in the 1984 state fiscal
year to four percent above the average debt service component of the
wholesale power rate for all power projects in the energy program for
Alaska and by an additional four percent above that average in each
succeeding state fiscal year. ITfapplication of this subsection results in
the production of insufficient revenue to pay the total debt service for
all projects in the energy program for Alaska, a project that does not
have its share of debt service limited under this subsection shall be
subject to a rate in addition to the rate established under (b) of this
section. The additional rate is the rate that the authority estimates is
necessary to produce revenue that is sufficient to pay the difference
between the total debt service for all projects in the energy program for
Alaska and the revenue actually produced to pay that debt service,
multiplied by a fractionwhose numerator isthe total cost of the project
and whose denominator is the total cost of all of the projects that are
subject to the additional rate. In this subsection, "projects in the energy
program for Alaska”toes not include an intertie that isauthorized as
a separate project as described in (f) of this section. (81 ch 118 SLA

1981;.\%m.ﬁ&1 gi/(_‘llkﬂﬁt’njLA 1982; am &8 2_0 .23 C@i_Q SLA 1983)

g <-s fityom> i
Effect of amendments. — *The 1982 prOJeclsbymeaJﬁDrlty and.” 1n subsec-
amendment,_insubsection @), sustituted tin  ©), the amendment substituted

""a power prOJect for"'the power project” in - *'under (@) of this section” for "'under (b, (f
the introdictory | this section" and ""money ithas pl
secure bonds in accordance with omtra:tjs
with bomlrx()jlders(g)’(}i)r ) 'med mcég)e d
receives _under an an
NQEXD).an éﬂ

%) ved “d or(b)(l%ge dltwou .
ave received under an
(D)(Z)(B)(? and @) of this section #Bt)rrse
had been used in part 1 establish
the wholesale power rate in effect at the
time the money is received by the author-
ity." Insubsection ©), theamendment sub—
stituted "'a wholesale” Tor "'the wholesalle”
and' ord)’ in the firstsentence and added
the second sentence. The amendment also
added subsections 0— ().
The 1983 amendment, uly 22
llggs%abstlwﬂt%dl%ﬂy 1, 1991"1br July
near inni
©@ of subsection (), ﬁstpt%tgmph
otherwise covenanted o secure bonds™ for
"to secure bonds in accordance with
cortracts wirth bondholders” &t the end of
subsection (©), remrote subsection €, and
added the last sentence of subsection ().
Editor Snotes. — As enacted, this ssc-
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FEL00 G R

el o (00, st
loans and bonds”for "Of the power

projects” in subparagraph (
tufed ' separa[tej‘Oa ap exg)nd “each
power project that ls’ "all power
projects that ithas™ In the firstsentence of
paragraph (@, inserted ‘'or more
fnmerrtlyasmay bemomy in the
of the second sen-
temeofparag%uaégeshsummd ‘power

r projects” ”in subpara-
IE:J]'roaph (2)(A) %%e i), and sbsti-
b ragr. ﬁrihe :%Ir(nrgrprg—f
su
wsﬁﬁsav%h?gh service ofpower

ticnwas desi AS 24.83.40and was
renumbered the revisor of statutes
under AS 01.05.031.
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ftmay not Sec. 44.83.400. Energy conservation. The authority shall ensure
ower rate (D) that communities that benefit from the energy program for

_The I_imit Alaska implement cost-effective energy conservation measures for
;ate ]:C'Scr‘:"' residences, commercial and public buildings, and industries; and
ant of'the () that communities shall fulfill their responsibilities under (1) of
?gram for: this section by cooperating with state agencies concerned with
£1n eac development aad conservation of energy, including but not limited to
results in . . o S
ervice for i.\(®) the Alaska Public Utilities Commission;
does not vfB) the Department of Community and Regional Affairs; and oifV
ishall be © the division of business loans, Department of Commerce and
. Economic Development. (AS 44.83.500; 81 ch 118 SLA 1981; am 85
b) of this
2 . ch79S14
-imates is
lifference r'~m y-it' --1i
. Effect of ant. dments. — The 1983
igram for amendment, effective July 20, 1983, sub- E?igtorg(r%(% — As enected, tms sec-
tservice, stituted ""Department of ommunlty and tionwas d&lgmtedAS 44.83. 500and was
le project Re%loral A de\glo,genlgmljsm rggrgn%r%){c reémmggr&d 05y the revisor of statutes
. and power epartmen under
that are Cfonmerce and Economic Development” in "z " -
leenergy
orized as Sec. 44.83.425. Definitions. In AS 44.83.380 — 44.83.425, */7<
118 SLA (D) "busbar”Means the substation that serves as the delivery point
LA 1983) from the generation and transmission system of the authority to the
. : transmission and distribution system of the utility; _......
Ilnsmlill _I (2) "debt service”means the amounts covenanted with respect to, or
inger (b) of pledged to pay, bonds under a trust agreement securing bonds;
: Iedgegto . (@ "fund”means the power development fund established by AS
mone 4 44.83.382; -
yand (® "industrial consumer”’means a customer of a utility which
%mmuld customer has a peak power demand in excess of500 kilowatts and uses
([E)I th%igower prlnC|paIIy for * — e Ty A r.nht
0 estabhsh manufacturlng, -
fect at the * (B) pipeline transportation; .- “ —
(:jkn?eﬁjtﬁrﬁr; (C) the recovery or processing of mlnerals
wholesale” (D) the processing of timber, agricultural, or seafood products or
-and added their by-products; or L.
dment also (E) the operation of facilities owned by the federal government;
\BJuly () "qualifiedutility’heans an electric utility that iscertifiedby the
Alaska Public Utilities Commission to serve all or part of a market
mmé area that is served or will be served by the power project, and that the
bonds"” for authority determines is capable of operating and maintaining the
mce with power project. (AS 44.83.510; 81 ch 118 SLA 1981; am 824 ch89 SLA
the end of 1983)
on @, and
on ).
1, thissc- Revisor®s notes. — A reference DAS E)the revisor of statutes pursuant tAS
Vand was 44.83. 4(1) — 44.83.510was changed ©AS 01.05.031 1o reflect the renumbering of
f statutes 44.83.330 — 44.83.425 and a reference o th

AS 44.83.410was changed thAS 44.83.382 Effect of amendments. — The 1983
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amendment, effective July 2, 1983, timwas desi%atedAS 44._83.510and was
remote the definition of ™ svice' in - renumbered a%/ the revisor of statutes
paragraph @. _ under AS 01.06.08L.
Editor Snotes. — As enacted this sc- - -'m
T .09 e, el B -
Chapter 85. Alaska Municipal Bond Bank
Authority.

Section 1= = - h6et389&
40. Officers, quorum, and meetings
100. Annual rgortand audit it -i
180. Issuance efbonds and notes . T

Sec. 44.85.040. Officers, quorum, and meetings, (@ The
directors shall elect one of their number as chairman. The directors
shall elect a secretary and a treasurer who need not be directors, and
the same person may be elected to serve both as secretary and trea—
surer. The powers of the bond bank authority are vested in the
directors, and three directors of the bond bank authority constitute a
quorum. Action may be taken and motions and resolutions adopted by
the bond bank authority at any meeting by the affir-native vote of at
least three directors. A vacancy in the directorship Oi the bond bank
authority does not impair the right of a quorum to e, "rcise all the
powers and perform all the duties of the bond bank authority. jV -

(b) The bond bank authority may meet and transact business by tin
electronic medium if (U public notice of the time and locations where
the meetingwill be held by an electronicmedium has been given inthe
same manner as if the meeting were held in a single location; (2
participants and members of the public in attendance can hear and
have the same right to participate in the meeting as if the meeting
were conducted in person; and (3) copies of pertinent reference mate —
rials, statutes, regulations, and audio-visual materials are reasonably
available to participants and to the public. A meeting by an electronic
medium as provided in this subsection has the same legal effect as a
meeting in person. (81 ch 79 SLA 1975; am &1 ch 86 SLA 1983)

Effect of amendments. — The 1983 nated the former provisions of this sectin
amendment, effectiveJuly 21,1983, desig-  as subsection (ia) and added sjsegtlmt(n).

Sec. 44.85.100. Annual report and audit, (@) Before October 1 of
each year the bond bank authority shall make a report of its activities
for the preceding fiscal year to the governor and to the legislature. The
report shall set out a complete operating and financial statement
covering itsoperations during the year. The bond bank authority shall
have an audit of itshooks and accounts made at least once in each year
by certified public accountants and the cost of the audit shall be con—
sidered an expense of the bond bank authority and a copy of the audit
shall be filed with the commissioner of revenue and the legislature.



Dear Representative Fayes:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to the
sale of power by the Alaska Power Authority. The bill
amends portions of AS 44.83.398, which governs sale of

power from projects in the energy program for Alaska. The
amendments are necessary before power
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Section 1 also provides for the combination of the Lake
Tyee, Swan Lake, Solomon Gulch, and Terror Lake hydroelec—
tric projects 1into one power project for the purposes of
the wholesale power rate <calculation in AS 44.83.398-
(b)(1). This power project is referred to as the "initial
project."”

Section 2 deletes the "Susitna <clause™ in AS 44.83.398-
(b)) (@) . Repeal of this provision is desired by both the
authority and the purchasing utilities because of the po-—
tential effect on rates. It is also viewed as crucial to
the long-term financing of the 1initial project and future
projects in the energy program for Alaska. The rating
services are reluctant to give a favorable rating to reve—
nue bonds 1issued with this provision in place because of
the possibility that ratepayers®™ rates could increase sub—
stantially 1in 1991. The rates <could be high enough to
reduce demand and revenues, thus jeopardizing the ability
of the utilities to meet their payment obligations under
the power sales contracts. Noe

Section 2 also describes the method for determining the
amounts to be allocated to each hydroelectric facility in
the 1initial project. Under this combined system the fa-—
cilities share the debt service for the entire project and
there 1is a single cents-per-kilowatt-hour rate for debt
service applicable to all four hydroelectric facilities 1in

the 1initial project. The rate for costs of operations,
maintenance, equipment vreplacement, safety inspections,
and 1investigations 1is determined separately for each fa-—
cility. The result is a different wholesale rate for each

facility 1in the initial project, but a sharing of debt
service which substantially reduces the wholesale rate for
projects such as Lake Tyee.

Section 3 adds a sentence to AS 44.83.398 (e) to*allow the
power authority to contractually limit the amount of debt
service payable by power purchasers as a consequence of
the later addition of new projects to the energy program
for Alaska.

Section 4 removes the reference to the "Susitna clause"”
from AS 44.83.398(g).

Section 6 provides for an immediate effective date.

Sincerely,

Governor
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Original sponsor: Rules/Governor

IN THE HOUSE

CS FOR HOUSE BILL NO. 589

BY THE RESOURCES COMMITTEE

(Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA

THIRTEENTH LEGISLATURE -

A BILL

For an Act entitled: "An Act

providing for an effective

relating to the Alaska Power

SECOND SESSION

Authority; and

date."

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

* Section 1. AS 44.83.398(a)

is amended to

read:

(a) The authority shall sell power produced from power projects
acquired or constructed under the energy program for Alaska. For
purposes of this section. Lake Tyee. Swan Lake, Solomon Gulch, and
Terror Lake hydroelectric facilities are considered to be one power

project. This power project 1is referred
UTILITY THVT PURCHASES POWER PRODUCED BY
THORITY SHALL AGREE WITH THE AUTHORITY
(1) TO GIVE PREFERENCE IN THE
ALL CLASSES OF CONSUMERS OF POWER EXCEPT
(2) TO CHARGE
TERMINED BY THE AUTHORITY

* Sec. 2. AS 44.83.398(b)

(b) The authority shall

ture applicable to sales of power to

INDUSTRIAL CONSUMERS OF

IN ACCORDANCE WITH

establish a wholesale

to as the 1initial project [A

A POWER PROJECT OF THE AU-

SALE OF POWER AT RETAIL TO

INDUSTRIAL CONSUMERS;

is amended to read:

POWER A RATE DE-

(d) OF THIS SECTION].
power rate struc-
the [1ITS] customers [AT THE

BUSBAR] of a power project as TfTollows:

(1) The authority shall establish and maintain a separate
wholesale power rate applicable to each power project that it has
acquired or constructed under the energy program for Alaska, other
than a project described in (f) of this section. The wholesale power
rate established by the authority for the initial project shall be a

CSHB 589 (Res)



rate calculated under this paragraph except that the portion of the
rate applicable to (A) and (C) of this paragraph shall be adjusted for
the hydroelectric Tfacilities in the initial project as set out 1in (3)
of this subsection. The wholesale power rate shall be computed by the
authority annually, or more frequently as may be necessary, and shall
equal the rate that the authority estimates 1is necessary to produce
revenue that is sufficient to pay
(A) operation, maintenance, and equipment replacement
costs of the power project;
(B) the power project's proportionate share of the
debt service on state loans and bonds for all power projects in
the energy program for Alaska, determined in accordance with 9)
of this section;
«© safety inspections and investigations of the power
project by the authority.

2) If, by July 1, 1991, the legislature has not appropri-
ated at least $5,000,000,000 to the fund, 1in addition to appropria-
tions to the fund of interest earned on money in the fund, the author-
ity shall, beginning on that date, establish and maintain a separate
wholesale power rate applicable to each power project that 1is acquired
or constructed under the energy program for Alaska. The wholesale
power rate shall be computed by the authority annually, or more fre-
quently as may be necessary, and shall be the greater of

(A) 10 percent of the amount the authority has in-
vested in thepower project, including loans and grants made by
the state; or

(B) the rate that the authority estimates is necessary
to produce revenue sufficient to pay

(i) operation, maintenance, and equipment
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replacement costs of the power project;

(ii)the power project's proportionate share of
debtservice on state loans and bonds for all power projects
in the energy program for Alaska, determined in accordance
with (g) of this section; and

(iii) safety inspections and investigations of the
power project by the authority.

3) For the purposes of determining amounts to be
to each hydroelectric facility in the initial project under (1)(A) and
(1)(C) of this subsection, the authority shall determine for each
hydroelectric Tacility its individual operation, maintenance, equip-
ment replacement, safety inspection, and investigation costs.

Sec. 3. AS 44.83.398(e) 1is amended to read:

(e) After determining the wholesale power rate for a power
project under the provisions of this section, the authority may adjust
the rate or change the rate provisions to insure that the revenue
derived from that power project and the aggregate revenues of the
authority will be adequate to comply with the rate covenants and other
agreements contained iIn any trust indenture or trust agreement entered
into by the authority for the security of the holders of bonds issued
to finance power projects in the energy program [ENERGY PROGRAM] for
Alaska. The authority may agree with a purchaser of power to limit
rate iIncreases caused by debt service payable by the authority on
subsequent projects.

Sec. 4. AS 44.83.398(g) 1is amended to read:

(9) For the purposes of (b)(1)(B) [AND (b)((2)(B)(ii)] of this
section, a power project®"s proportionate share of debt service on
state loans and bonds for all power projects 1in the energy program for

Alaska 1is equal to the state®s investment in the power project divided

-3- CSHB 589 (Res)
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by the state"s investment in all power projects 1in the energy program
for Alaska and multiplied by the debt service on state loans and bonds
for all power projects in the energy program for Alaska. In this
subsection

(@) "state"s investment in the power project”™ includes all
state money invested iIn a power project, 1including loans, grants, and
proceeds from bonds, less the principal repayments on the project"s
proportionate share of debt service on state loans and bonds;

2) "state"s 1investment in all power projects in the energy
program for Alaska™ includes all state money invested in the power
projects, other than interties, in the energy program for Alaska,
including loans, grants, and proceeds Tfrom bonds, less the principal

repayments on bonds and state loans issued for the power projects.

* Sec. 5. AS 44.83.398(b)(2) is repealed.
* Sec. 6. AS 44.83.393(d) 1is repealed.
* Sec. 7. Sections 1 -3 and 6 of this Act take effect immediately in

accordance with AS 01.10.070(c).

* Sec. 8. Sections 4 and 5 of this Act take effect upon approval by the
qualified voters of the state of an amendment to the constitution of the
State of Alaska that establishes a major projects fund and requires that a
portion of the major projects Tfund be used to finance construction nf the
Watana Dam in the Susitna River hydroelectric project before any o*:her

capital project is financed from the major projects fund.

CSHB 589 (Res) -4-
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BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 589

IN THE LEGISLATURE OF THE STATE OF AL”-KA

THIRTEENTH LEGISLATURE - SECOND Sjt”v jN
A BILL
For an Act entitled: "An Act relating to the Alaska Power Authority; and

providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.83.398(Ca) 1is amended to read:
(a) The authority shallsell power produced from power projects
acquired or constructed under the energy program for Alaska. For
purposes of this section. Lake Tyee, Swan Lake, Solomon Gulch, and
Terror Lake hydroelectric facilities are considered to be one power
project. This power project is referred to as the 1initial project [A
UTILITY THAT PURCHASES POWER PRODUCED BY A POWER PROJECT OF THE AU-
THORITY SHALL AGREE WITH THE AUTHORITY

1) TO GIVE PREFERENCE IN THE SALE OF POWER AT RETAIL TO
ALL CLASSES OF CONSUMERS OF POWER EXCEPT INDUSTRIAL CONSUMERS;

2) TO CHARGE INDUSTRIAL CONSUMERS OF POWER A RATE DE-
TERMINED BY THE AUTHORITY IN ACCORDANCE WITH (d) OF THIS SECTION].

* Sec. 2. AS 44.83.398(b) 1is amended to read:

(b) The authority shall establish a wholesale power rate struc-
ture applicable to sales of power to the [its] customers [AT THE
BUSBAR] of a power project as Tfollows:

(@) The authority shall establish and maintain a separate
wholesale power rate applicable to each power project that it has
acquired or constructed under the energy program for Alaska, other
than a pr-vject described in (f) of this section. The wholesale power

rate established by the authority for the initial project must be a

-1- HB 589



rate calculated under this paragraph except that the portion of the
rate applicable to (A) and (C) of this paragraph must be adjusted for
the hydroelectric facilities in the initial project as set out 1in M3)
of this subsection. The wholesale power rate shall be computed by the
authority annually, or more frequently as may be necessary, and shall
equal the rate that the authority estimates 1is necessary to produce
revenue that 1is sufficient to pay
(A) operation, maintenance, and equipment replacement
costs of the power project;
(B) the power project”s proportionate share of the
debt service on state loans and bonds for all power projects in
the energy program for Alaska, determined in accordance with 9)
of this section;
©) safety 1inspections and investigations of the power

project by the authority.

[(2) IF, BY JuLY, 1, 1991, THE LEGISLATURE HAS NOT APPRO -
PRIATED AT LEAST $5,000,000,000 TO THE FUND. IN ADDITION TO APPRO-
PRIATIONS TO THE FUND OF INTEREST EARNED ON MONEY IN THE FUND, THE

AUTHORITY SHALL, BEGINNING ON THAT DATE, ESTABLISH AND MAINTAIN A
SEPARATE WHOLESALE POWER RATE APPLICABLE TO EACH POWER PROJECT THAT 1S
ACQUIRED OR CONSTRUCTED UNDER THE ENERGY PROGRAM FOR ALASKA. THE
WHOLESALE POWER RATE SHALL BE COMPUTED BY THE AUTHORITY ANNUALLY, OR
MORE FREQUENTLY AS MAY BE NECESSARY, AND SHALL BE THE GREATER OF
(A) 10 PERCENT OF THE AMOUNT THE AUTHORITY HAS INVEST-
ED IN THE POWER PROJECT, INCLUDING LOANS AND GRANTS MADE BY THE
STATE; OR
(B) THE RATE THAT THE AUTHORITY ESTIMATES IS NECESSARY
TO PRODUCE REVENUE SUFFICIENT TO PAY

() OPERATION, MAINTENANCE, AND EQUIPMENT



REPLACEMENT COSTS OF THE POWER PROJECT;

(ii) THE POWER PROJECT?’S PROPORTIONATE

DEBT SERVICE ON STATE LOANS AND BONDS FOR ALL POWER PROJECTS

IN THE ENERGY PROGRAM FOR ALASKA, DETERMINED IN ACCORDANCE

WITH (g) OF THIS SECTION: AND

(iii) SAFETY INSPECTIONS AND INVESTIGATIONS

POWER PROJECT BY THE AUTHORITY.]

(3) For the purpose of determining amounts to be
to each hydroelectrig facility iIn the initial project under (1)(A) and
(1)(C) of this subsection, the authority shall determine for each
hydroelectric facility 1its individual operation, inaintenance, equip-
ment replacement, safety inspection, and investigation costs.

Sec. 3. AS 44.83.398(e) 1is amended to read:

(e) After determining the wholesale power rate for a power
project under the provisions of this section, the authority may adjust
the rate or change the rate provisions to insure that the revenue
derived from that power project and the aggregate revenues of the
authority will be adequate to comply with the rate covenants and other
agreements contained in any trust indenture or trust agreement entered
into by the authority for the security of the holders cf bonds issued
to finance power projects 1in the Energy Program for Alaska. The
authority may agree with a purchaser of power to limit rate increases
caused by debt service payable by the authority on subsequent proj -
ects .

Sec. 4. AS 44.83.398(g) 1is amended to read:

9) For the purposes of (b)(1)(B) [AND (b)((2)(B)Y(ii)] of this
section, a power project"s proportionate share of debt service on
state loans and bonds for all power projects 1in the energy program Tfor

Alaska 1is equal to the state®"s investment in the power projeit div:.ded

HB 539
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1 by the state®s investment in all power projects in the energy program

2 for Alaska and multiplied by the debt service on state loans and bonds

3 for all power projects in the energy program for Alaska. In this
4 subsection

5 [€D) "state®"s investment in the power project” includes all

6 state money invested in a power project, 1includingloans, grants, and

7 proceeds from bonds, less the principal repayments on the project®s

8 proportionate share of the debt service on state loans and bonds;

9 2) "state"s investment in all power projects 1in the energy
10 program for Alaska"™ includes all state money invested in the power
11 projects, other than iInterties, 1in the energy program for Alaska,
12 including loans, grants, and proceeds from bonds, less the principal
13 repayments on bonds and state loans issued for the power projects.

14 * Sec. 5. AS 44.83.398(d) 1is repealed.

15 * Sec. 6. This Act takes effect immediately in accordance with AS 01.-
16 10.070(c)-

HB 589 _4-
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Bradley Lake hydroelectric projects? efd.
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the following recommendations:
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SENATE FINANCE COMMITTEE
LETTER OF INTENT
FOR
SCS CSHB 589 (Finance)

SCS CSHB 589 (Finance) authorizes construction of the Bradley Lake
hydroelectric project and the Susitna River hydroelectric project in
accordance with AS 44.83.185 and other statutory provisions.

It is the intent of the Legislature that the Alaska Power Authority

spend no funds for detailed design work on either of these projects

until power sales agreements have been signed by the utilities which
will purchase power from the projects.

Further, no funds shall be spent until (1) the Alaska Power Authority
Board of Directors adopts a written finding that the respective
project is economically and financially feasible and recommends that
it be constructed, and (2) the provisions of AS 44.83.183 and AS
44.83.185, which require submittal by the Alaska Power Authority of a
feasibility study, plan of finance, and an independent cost estimate,
and submittal by the Office of Management and Budget of a review
report recommending approval or disapproval have been complied with.
It is the intent of the Legislature that the report by the Office of
Management and Budget be in a written form.
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original spomsor: Rules/Governor
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IN THE HOUSE

BY THE FINANCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 589 (Finénce)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating tothe Alaska Power Authority;
authorizing the construction of the Watana and Brad-
ley Lake hydroelectric projects; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.33 is amended by adding new sections to read:

Sec. 44.33.600. CREATION OF FUND. (a) There 1is established 1in
the Department of Commerce and Economic Development the power develop-
ment revolving loan fund to carry out the purpose of AS 44.83.600 -
44.33.630. The fund may be used for no other purpose.

(b) The fund consists of

(1) appropriations to the fund by the legislature;

(2) repayments of principal to the fund; and

(3) income from 1investment of money 1in the fund and from
loans made from the fund.

Sec. 44.33.610. POWERS AND DUTIES OF DEPARTMENT IN ADMINISTERING
THE FUND. (a) The department may make a loan from the power develop-
ment revolving loan fund to the Alaska Power Authority for the purpose
of financing a power project acquired or constructed by the authority
under the energy program for Alaska (AS 44.83.380 - 44.83.425).
Repayment of a loan from the fund must be made with the proceeds from
the sale of power from projects in the energy program for Alaska.
Except as provided in AS 44.83.398(i), the payments required to be

made by the authority on a loan from the fund constitute debt service



for the purpose of calculating the wholesale power rate in AS 44.83.-
398(b)(1).

(b) After completion of a final plan of finance and approval of

a project under AS 44.83.185(c), a loan may be made from the fund for

(1) the <cost or a portion of the cost of final design,
acquisition, and construction of a power project;

(2) defeasance or payment of bonds or notes of the author—
ity issued for a power project;

(3) the establishment of a reserve fund for renewals and
replacements for the operation of a completed power project; and

(4) any other project related expenses including those
described in AS 44.83.398(i).

Sec. 44.33.620. LOAN TERMS. (a) A loan from the fund must be
repaid in accordance with the terms that the department determines to
be appropriate. In establishing the terms, including provision for a
return to the state of an amount in excess of the principal amount of
the loan, the department shall consider the revenues that the author—
ity could reasonably derive from the sale of power from the projects
based upon

(1) the market rate of interest for a loan of comparable
size and duration at the time the loan is made; and

(2) the estimated costs of alternative sources of energy
generation for utilities purchasing power from a project financed with
a loan from the fund.

(b) The department may agree with the authority to defer repay—
ment of a loan. However, the 1loan must be repaid in fullduring the

period of the loan agreement.
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Sec. 44.33.630. DEFINITIONS.. In AS 44.33.600 - 44.33.630
(D "authority" means the Alaska Power Authority;

an (2) "department™ means the Department of Commerce and

' Economic Development;

3) "fund"” means the power development revolving loan fund;
4 "power project"” means a project acquired or constructed
under theenergy program for Alaska, AS 44 .83.380 --44.83.425.

3m * Sec. 2. AS 44.83.092(4) is amended to read:

(4) that [AFTER COMPLETION OF A PROJECT] the municipality

101 or other entity is obligated to make payments” notwithstanding the
non-completion of or a suspension or reduction 1in the amount of the
powersupplied by its project or another [THE] project.

* Sec. 3. AS 44.83.398 is amended by adding a new subsection to read:

14 (i) The authority may place ina separate interest bearing
account money appropriated to the authority as a loan for the purpose
of meeting the operating expenses of a facility in the 1initial pro—
ject. The money may be used to replace amounts which were expected to
be paid by a utility potentially served by a facility in the initial
project, which has not entered into a power sales agreement with the

23 authority. Repayment of the amount loaned must be made from revenues
attributable to power sales from thatfacility,as limited by the

u terms of power sales agreements with power purchasers from that facil—

‘1 ity. A loan made 1in accordance with this subsection 1is not a state

34 loan for purposes of calculating the wholesale power rate under (b)(1)
of this section.

raly * Sec. 4. AS 44.83.398(a) is amended to read:

ZH“ (a) The authority shall sell power produced from power project

23 acquired or constructed under the energy program for Alaska. For

29 purposes of this section, Lake Tyee, Swan Lake, Solomon Gulch, and

'l -3- SOS CSHB 589(Fin)
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Terror Lake hydroelectric facilities are considered to be one power
project. This power project is referred to as the initial project [A
UTILITY THAT PURCHASES POWER PRODUCED BY A POWER PROJECT OF THE AU-
THORITY SHALL AGREE WITH THE AUTHORITY

(&) TO GIVE PREFERENCE IN THE SALE OF FOWER AT RETAIL TO

ALL CLASSES OF CONSUMERS OF POWER EXCEPT INDUSTRIAL CONSUMERS;

(2) TO CHARGE INDUSTRIAL CONSUMERS OF POWER A RATE DE-—

TERMINED BY THE AUTHORITY IN ACCORDANCE WITH (d) OF THIS SECTION].

Sec. 5. AS 44.83.398(b) 1is amended to read:

(b) The authority shall establish a wholesale power rate struc-—

ture applicable to sales of power to the [ITS] customers [AT THE
BUSBAR] of a power project as follows:

(&D) The authority shall establish and maintain a separate
wholesale power vrate applicable to each power project that it has
acquired or constructed under the energy program for Alaska, other
than a project described in (f) of this section. The wholesale power
rate established by the authority for the initial project shall be a
rate calculated under this paragraph except that the portion of the
rate applicable to (A) and (C) of this paragraph shall be adjusted for
the hydroelectric facilities in the initial project as set out in (3)
of this subsection. The wholesale power rate shall be computed by the
authority annually, or more frequently as may be necessary, and shall
equal the rate that the authority estimates 1is necessary to produce
revenue that is sufficient to pay

(A) operation, maintenance, and equipment replacement
costs of the power project;
(B) the power project"s proportionate share of the

debt service on state loans and bonds for all power projects 1in

the energy program for Alaska, determined in accordance with (g)

CSHB 589 (Fin) -I<-



of this section;
(C) safety inspections and investigations of the power
project by the authority.

@) If, by July 1, 1991, the legislature has not appropri—
ated at least $5,000,000,000 to the fund, 1in addition to appropria—
tions to the fund of interest earned on money in the fund, the author —
ity shall, beginning on that date, establish and maintain a separate
wholesale power rate applicable to each power project that is acquired
or constructed under the energy program Tfor Alaska. The wholesale
power rate shall be computed by the authority annually, or more fre—
quently as may be necessary, and shall be the greater of

(A) 10 percent of the amount the authority has 1in—
vested in the power project, including loans and grants made by
the state; or

(B) the rate that the authority estimates 1is necessary
to produce revenue sufficient to pay

(i) operation, maintenance, and equipment re—
placement costs of the power project;

(i) the power project®"s proportionate share of
debt service on state loans and bonds for all power projects
in the energy program for Alaska, determined 1in accordance
with (g) of this section; and

(iii) safety inspections and investigations of the
power project by the authority.

(3) For the purposes of determining amounts to be allocated
to each hydroelectric facility in the initial project under (1)(A) and

of this subsection, the authority shall determine for each
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.398(e) is amended to read:

(e) After determining the wholesale power rate for a power
project under the provisions of this section, the authority may adjust
fhe rate or changél the rate provisions go insure that tie .revenue '
derived from that power project and the aggregate revegues of the i
authority will be adequate to comply with the rate covenants and other !
agreements contained in any trust indenture or trust agreement entered

31 into by the authority for the security of the holders of bonds issued

to finance power projects 1in the energy program [ENERGY PROGRAM] for

iolj Alaska. The authority may agree with a purchaser of power to limit
9 rate 1increases caused by debt service payable by the authority on
5 2 subsequent projects .

3! * Sec. 7. AS 44.83.398(g) 1is amended to read:

(9) For the purposes of (b)(1)(B) [AND (b) (2) (B) (ii) ] of this
is]j section, a power project"s proportionate share of debt service on
6N state loans and bonds for all power projects 1in the energy ?rggram for

Alaska 1is equal to the state"s investment in the power project divided
by the state®"s investment in all power projects in the energy progranm
for Alaska and multiplied by the debt service on state loans and bonds
for all power projects in the energy program for Alaska. In this

; 1 subsection

: (¢D) "state"s investment 1in the power project”" includes all
state money 1invested in a power project, including loans, grants, and
Al; proceeds from bonds, 1less the principal repayments on the project"s
proportionate share of debt service on state loans and bonds;
(2) "state"s investment in all power projects
program for Alaska"™ includes all state money invested 1in the power
8 projects, other than interties, in the energy program for Alaska,
3?1 including loans, grants, and proceeds from bonds, less the principal

s 1SCS CSHB 589 (Fin)



repayments on bonds and state loans issued for the power projects.
* Sec. 8. AS 44.83.398(b)(2) 1is repealed.

* Sec. 9. AS 44.83.398(d) 1is repealed.

* Sec. 10. The Bradley Lake hydroelectric project 1is authorized for
[]
5! construction under AS 44.83.185(c) and 44.83.384(c) at a construction cost
6m of $350,000,000.

* Sec. 11. The Watana Dam project in the Susitna River hydroelectric
3;: project 1is authorized for <construction under AS 44.83.185(c) at a con-
9§ struction cost of $1,500,000,000 and the preliminary report on the Susitna

J
ioij River hydroelectric project is approved in accordance with AS 44.83.320(b),

J
11;; as to the Watana Dam Project.
121 * Sec. 12. Sections 1 - 3 of this Act take effect July 1, 1984.
* Sec. 13. Sections 4 - 11 of this Act take effect immediately 1in

M § accordance with AS 01.10.070(c).

iy SCS CSHB 589 (Fin)



STATE OF ALASKA 1984 LEGISLATIVE SESSION

FISCAL. NOTE
REQUEST FISCAL DETAIL
Bill/Resolution No.: < U"11*) Agency Affected:Comerce & Economic Dev.
Title: Relating to the Alaska PowerProgram Category Affected: Development
Authority
Sponsor: Govern! BRU, Program or Subprogram(s) Affected:
Requestor: Alaska Power Authority

Date of Request

EXPENDITURES/REVENUES:  (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89
OPERATING
ICO PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 SUPPLIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL
REVENUE

FUNDING:  (Thousands of Pol
GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
Analysis:

Repeal of the "Susitna Clause” will remove the obligation that

the State must appropriate $5 billion to the Power Development

Fund by 1991 in order to prevent triggering of a requirement

that there be a 10 percent rate ofjreturn on power project investments.

Prepared By: Representative Al Adams~f~" Phone: 465-3706
Division: Finance Date: 3/29/84
Approved by Commissioner” Date:

Agency: "

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



STATE OF ALASKA .1984 LEGISLATIVE SESSION ' 7 P—
M “* _FISCAL" NOTE M i
/
REQUEST mB ron FISCAL DETAIL
Bill/Resolution No.: HB 589 Tigency"AffecT ed--Commerce & Economlc Dévelopment
Title: Relating to the Alaska Power program Category Affected: Development
Authority
Sponsor:  Governor BRU, Program or Subprogram(s) Affected:
Requestor: Alaska Power Authority _

Date of Request:

EXPENDITURES/REVENUES:  (Thousands of Dollars)
FY 84 FY 85 FY 86 FYy 87 FY 88 FY 89
OPERATING )
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
WO SUPPLIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 CRANTS, CLAIMS
300 MISCELLANEOUS
TOTAL OPERATING _0- _0- _0- _0- -0- -0-

1 CAPITAL 1 | b
REVENUE

FUNDING:  (Thousands of Dollars)
CENERAL FUND 1
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:

FULL-TIME r -
PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
Analysis:

Repeal of the "Susitna Clause" will remove the obligation that the
State must appropriate $5 billion to the Power Development Fund by
1991 in order to prevent triggering of a requirement that there be
a 10 percent rate of return on_power project investments.

Prepared By, George Matz Phone- 465-2079
Division: Dept, of Commerce & Economic Development" pate: 1767847
Approved by Commissioner: Richard A. Lyov te:

Agency: Dent, of Commerce & Economic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies) 1211183



Original sponsor: Rules/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
;ﬂ SENATE CS FOR CS FOR HOUSE BILL NO. 589 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
Gi For an Act entitled: "An Act relating to the Alaska Fower Authority;
authorizing the construction of the Watana and Brad-—
ley Lake hydroelectric projects; and providing for an
99 effective date."

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

* Section 1. AS 44.33 is amended by adding new sections to read:

12 Sec. 44.33.600. CREATION OF FUND. (a) There 1is established in
K] the Department of Commerce and Economic Development the power develop—
M E ment revolving loan fund to carry out the purpose of AS 44.83.600 -
15 44.33.630. The fund may be used for no other purpose.

16 (b) The fund consists of

V- (1) appropriations to the fund by the legislature;

n (2) repayments of principal to the fund; and

19 (3) income from investment of money 1in the fund and from
20 § loans made from the fund.

21 Sec. 44.33.610. POWERS AND DUTIES OF DEPARTMENT IN ADMINISTERING
221 THE FUND. (a) The department may make a loan from the power develop—
23 ment revolving loan fund to the Alaska Power Authority for the purpose
241 of financing a power project acquired or constructed by the authority
5 under the wenergy program for Alaska (AS 44.83.380 - 44.83.425).
26 Repayment of a loan from the fund mustbe made with the proceeds from
27 the saleof power from projects in the energy program for Alaska.
28 Except as provided in AS 44.83.398(i), the payments required to be

made by the authority on a loan from the fund constitute debt service

(I SCS CSHB 589 (Fin)



for the purpose of calculating the wholesale power rate in AS 44.83.-
398(b)(1).

(b) After completion of a final plan of finance and approval of

a project under AS 44.83.185(c), a loan may be made from the fund for

(1) the cost or a portion of the cost of Tfinal design,
acquisition, and construction of a power project;

(2) defeasance or payment of bonds or notes of the author—
ity issued for a power project;

(3) the establishment of a reserve Tfund for renewals and
replacements for the operation of a completed power project; and

(4) any other project related expenses 1including those
described in AS 44.83.398(1).

Sec. 44.33.620. LOAN TERMS. (a) A loan from the fund must be
repaid in accordance with the terms that the department determines to
be appropriate. In establishing the terms, 1including provision for a
return to the state of an amount in excess of the principal amount of
the loan, the department shall consider the revenues that the author —
ity could reasonably derive from the sale of power from the projects
based upon

(1) the market rate of interest for a loan of comparable
size and duration at the time the loan is made; and

(2) the estimated costs of alternative sources of energy
generation for utilities purchasing power from a project financed with
a loan from the fund.

(b) The department may agree with the authority to defer repay-—
ment of a loan. However, the loan must be repaid in full during the
period of the loan agreement.

(c) A loan to the authority from the fund may not exceed 50



Sec. 44.33.630. DEFINITIONS. In AS 44.33.600 - 44.33.630

2 ¢D) "authority" means the Alaska Power Authority;
3 (2) "department"” means the Department of Commerce and

i " < mm *. ¥
41 Economic Development;
5§ 3) "fund" means the power development revolving loan fund;
P j 4) "power project" means a project acquired or constructed
7] under the energy program for Alaska, AS 44.83.380 -~ 44.83.425.
8 * Sec. 2. AS 44.83.092(4) 1is amended to read:
Oji (4) that [AFTER COMPLETION OF A PROJECT] the municipality
io or other entity 1is obligated to make payments” notwithstanding the
nl non-completion of or a suspension or reduction in the amount of the i

power supplied by its project or another [THE] project.

* Sec. 3. AS 44.83.398 is amended by adding a new subsection to read:

(i) The authority may place 1in a separate interest
Jji account money appropriated to the authority as a loan for the purpose i
- o I |

of meeting the operating expenses of a facility 1in the initial pro-

ject. The money may be used to replace amounts which were expected to i
be paid by a utility potentially served by a facility in the 1initial !
project, which has not entered into a power sales agreement with the I
authority. Repayment of the amount loaned must be made from revenues !
attributable to power sales from that facility, as Ilimited by the
terms of power sales agreements with power purchasers from that facil- i

23] ity. A loan made 1in accordance with this subsection is not a state

‘Z% loan for purposes of calculating the wholesale power rate under (b)(1)

2&- of this section.

350 * Sec. 4. AS 44.83.398(a) 1is amended to read:

(a) The authority shall sell power produced from power projects
acquired or constructed under the energy program for Alaska. For

purposes of this section, Lake Tyee, Swan Lake, Solomon Gulch, and

SCS CSHB 589 (Fin)
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Terror Lake hydroelectric facilities are considered to be one power

wholesale power rate applicable to each power project that it has
acquired or constructed under the energy program Tfor Alaska, other
than a project described in (f) of this section. The wholesale power
rate established by the authority for the initial project shall be a
rate calculated under this paragraph except that the portion of the
rate applicable to (A) and (C) of this paragraph shall be adjusted for
the hydroelectric facilities in the initial project as set out in (3)
of this subsection. The wholesale power rate shall be computed by the
authority annually, or more frequencly as may be necessary, and shall
equal the rate that the authority estimates 1is necessary to produce
revenue that is sufficient to pay

(A) operation, maintenance, and equipment replacement

costs of the povjer project;
(B) the power project®s proportionate share of the

debt --——- - TTTTT - i bonds ror all power projects xn

the energy program for Alaska determined in accordance with (g)

CSHB 589 (Fin)

project. This power project is referred to as the initial project [A
UTILITY THAT PURCHASES POWER PRODUCED BY A POWER PROJECT OF THE Av—
THORITY SHALL AGREE WITH THE AUTHORITY

D) TO GIVE PREFERENCE IN THE SALE OF POWER AT RETAIL TO
ALL CLASSES OF CONSUMERS OF POWER EXCEPT INDUSTRIAL CONSUMERS;

(2) TO CHARGE INDUSTRIAL CONSUMERS OF POWER A RATE DE-
TERMINED BY THE AUTHORITY IN ACCORDANCE WITH (d) OF THIS SECTION]. }

* Sec. 5. AS 44.83.398(b) 1is amended to read:

(b) The authority shall establish a wholesale power rate struct
ture applicable to sales of power to the [ITS] <customers [AT THE
BUSBAR] of a power project as follows:

€D The authority shall establish and maintain a separate
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of this section;
(C) safety inspections and investigations of the power
project by the authority.

) If, by July 1, 1991, the legislature has not appropri—
ated at least $5,000,000,000 to the fund, 1in addition to appropria—
tions to the fund of interest earned on money in the fund, the author—
ity shall, beginning on that date, establish and maintain a separate
wholesale power rate applicable to each power project that is acquired
or constructed under the energy program for Alaska. The wholesale
power rate shall be computed by the authority annually, or more fre—
quently as may be necessary, and shall be the greater of

(A) 10 percent of the amount the authority has 1in—
vested in the power project, 1including loans and grants made by
the state; or

(B) the rate that the authority estimates is necessary
to produce revenue sufficient topay

(1) operation, maintenance,and equipment re—
placement costs of the power project;

(i) the power project"s proportionate share of
debt service on state loans and bonds for all power projects
in the energy program for Alaska, determined in accordance
with (g) of this section; and

(iii) safety inspections and investigations of the
power project by the authority.

(3) For the purposes of determining amounts to be allocated
to each hydroelectric facility in the initial project under (1)(A) and
(1)(C) of thissubsection, the authority shall determine for each
hydroelectric facility 1its individual operation, maintenance, equip-—

ment replacement, safety inspection, and investigation costs.



* Sec. 6. AS 44.83.398(e) 1is amended to read:

(e) After determining the wholesale power rate for a power
project under the provisions of this section, the authority may adjust
the rate or change the rate provisions to insure that the revenue
derived from that power project and the aggregate revenues of the
authority will be adequate to comply with the rate covenants and other
agreements contained in any trust indenture or trust agreement entered
into by the authority for the security of the holders of bonds
to finance power projects 1in the energy program [ENERGY PROGRAM] for
Alaska. The authority may agree with a purchaser of power to linmit
rate increases caused by debt service payable by the authority on
subsequent projects.

* Sec. 7. AS 44.83.398(g) is amended to read:

(9) For the purposes of (b)(1)(B) [AND (b) (2) (B) (ii) ] of this
section, a power project"s proportionate share of debt service on
state loans and bonds for all power projects in the energy program for
Alaska is equal to the state®"s investment in the power project divided
by the state"s investment in all power projects in the energy progranm
for Alaska and multiplied by the debt service on state loans and bonds
for all power projects 1in the energy program for Alaska. In this
subsection

D) "state"s 1investment in the power project” includes all
state money invested in a power project, 1including loans, grants, and
proceeds from bonds, less the principal repayments on the project"s
proportionate share of debt service on state loans and bonds;

(2) "state"s investment in all power projects in the energy
program for Alaska™ includes all state money 1invested 1in the power
projects, other than interties, in the energy program for Alaska,

including loans, grants, and proceeds from bonds, less the principal

SCS CSHB 589<Fin) -6-
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repayments on bonds and state loans issued for the power projects.

* Sec. 8. AS 44.83.398(b)(2) is repealed.
* Sec. 9. AS 44.83.398(d) 1is repealed.
* Sec. 10. The Bradley Lake hydroelectric project 1is authorized for

construction under AS 44.83.185(c) and 44.83.384(c) at a construction cost
-:of $350,000,000.
7P * Sec. 11. The Watana Dam project 1in the Susitna River hydroelectric
3; project 1is authorized for construction under AS 44.83.185(c) at a con-
9ji struction cost of $1,500,000,000 and the preliminary report on the Susitna
1 0 River hydroelectric project is approved in accordance with AS 44.83.320(b),
ii;j as to the Watana Dam Project.
12§ * Sec. 12.Sections 1 - 3 of this Act take effect July 1, 1984.

* Sec. 13. Sections 4 - 11 of this Act take effect immediately in

accordance with AS 01.10.070(c).
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SENATE CS FOR CS FOR HOUSE BILL NO. 589 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the Alaska Power Authority;

authorizing the construction of the Watana and Brad-—
ley Lake hydroelectric projects; and providing for an

effective date.”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. AS 44.33 is amended by adding new sections to read:

Sec. 44.33.600. CREATION OF FUND. (a) There is established 1in
the Department of Commerce and Economic Development the power develop—
ment revolving loan fund to carry out the purpose of AS 44.83.600 -
44.33.630. The fund may be used for no other purpose.

(b) The fund consists of

(1) appropriations to the fund by the legislature;

(2) repayments of principal to the fund; and

3) income from investment ofmoney 1in the fund and from
loans made from the fund.

Sec. 44.33.610. POWERS AND DUTIES OF DEPARTMENT IN ADMINISTERING
THE FUND. (a) The department may make a loan from the power develop—
ment revolving loan fund to the Alaska Power Authority for the purpose
of financing a power project acquired or constructed by the authority
under the wenergy program for Alaska (AS 44.83.380 -- 44.83.425).
Repayment of a loan from the fund must be made with the proceeds fronm
the saleof power from projects 1in the energy program Tfor Alaska.

Except as provided in AS 44.83.398(i), the payments required to be
made by the authority on a loan from the fund constitute debt service

~1- SCS CSHB 589 (Fin)
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tor the purpose of calculating the wholesale power rate in AS 44.83.-
398(b)(1).

(b) After completion of a final plan of finance and approval of

a project under AS 44.83.185(c), a loan may be made from the fund for

(1) the cost or a portion of the cost of final design,
acquisition, and construction of a power project;

(2) defeasance or payment of bonds or notes of the author-
ity issued for a power project;

(3) the establishment of a reserve fund for renewals and
replacements for the operation of a completed power project; and

(4) any other project related expenses including those
described in AS 44.83.398(i).

Sec. 44.33.620. LOAN TERMS. (a) A loan from the Tfund must be
repaid in accordance with the terms that the department determines to
be appropriate. In establishing the terms, 1including provision for a
return to the state of an amount in excess of the principal amount of
the loan, the department shall consider the revenuesthat the author-
ity could reasonably derive from the sale of powerfrom the projects
based upon

(1) the market rate of interest for a loan of comparable
size and duration at the time the loan is made; and

(2) the estimated costs of alternative sources of energy
generation for utilities purchasing power from a project financed with
a loan from the fund.

(b) The department may agree with the authority to defer repay-—
ment of a loan. However, the loan must be repaid in full during the
period of the loan agreement.

(c) A loan to the authority from the fund may not exceed 50

years.

SCS CSHB 589 (Fin)



Sec. 44 .33.630. DEFINITIONS. In AS 44.33.600 - 44 .33.630
(1) "authority" means the Alaska Power Authority;
(2) "department" means the Department of Commerce and

Economic Development;

(3) "fund" means the power development revolving loan fund;

(4) "power project" means a project acquired or constructed
under the energy program for Alaska, AS 44.83.380 - 44.83.425.
Sec. 2. AS 44.83.092(4) 1is amended to read:

4 that [AFTER COMPLETION OF A PROJECT] the munici

or other entity 1is obligated to make payments” notwithstanding the
non-completion of or a suspension or reduction 1in the amount of the
power supplied by its project or another [THE] project.

Sec. 3. AS 44.83.398 is amended by adding a new subsection to read:

(i) The authority may place 1in a separate interest bearing ]
account money appropriated to the authority as a loan for the purpose
of meeting the operating expenses of a facility in the 1initial pro—
ject. The money may be used to replace amounts which were expected to
be paid by a utility potentially served by a facility in the 1initial
project, which has not entered into a power sales agreement xvdth the
authority. Repayment of the amount loaned must be made from revenues
attributable to power sales from that facility, as Ilimited by the
terms of power sales agreements with power purchasers from that facil —
ity. A loan made in accordance with this subsection is not a state
loan for purposes of calculating the wholesale power rate under (b)(1)
of this section.

* Sec. 4. AS 44.83.398(a) 1is amended to read:
(a) The authority shall sell power produced from power projects

acquired or constructed under the energy program for Alaska. For

purposes of this section, Lake Tyee, Swan Lake, Solomon Gulch, and



Terror Lake hydroelectric facilities are considered to be one power a
project. This power project is referred to as the initial project [A -
UTILITY THAT PURCHASES POWER PRODUCED BY A POWER PROJECT OF THE AU-— I
THORITY SHALL AGREE WITH THE AUTHORITY

D) TO GIVE PREFERENCE IN THE SALE OF POWER AT RETAIL TO
ALL CLASSES OF CONSUMERS OF POWER EXCEPT INDUSTRIAL CONSUMERS;

(2) TO CHARGE INDUSTRIAL CONSUMERS OF POWER A RATE DE-—
TERMINED BY THE AUTHORITY IN ACCORDANCE WITH (d) OF THIS SECTION].

* Sec. 5. AS 44.83.398(b) is amended to read:

(b) The authority shall establish a wholesale power rate struc-—
ture applicable to sales of power to the [ITS] customers [AT THE
BUSBAR] of a power project as follows:

¢D) The authority shall establish and maintain a separate
wholesale power rate applicable to each power project that it has
acquired or constructed under the energy program for Alaska, other
than a project described in (f) of this section. The wholesale power
rate established by the authority for the 1initial project shall be a
rate calculated under this paragraph e~~cept that the portion ofthe
rate applicable to (A) and (C) of this paragraphshall be adjustedfor
the hydroelectric facilities in the initial project as set out in (3)
of this subsection. The wholesale power rate shall be computed by the
authority annually, or more frequently as may be necessary, and shall
equal the rate that the authority estimates 1is necessary to produce
revenue that is sufficient to pay
(A) operation, maintenance, and equipment replacement
costs of the power project;
(B) the power project®"s proportionate share of the
debt service on state loans and bonds for all power projects in

the energy program for Alaska, determined in accordance with (g)

SCS CSHB 589(Fin)
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of this section;
(C) safety inspections and investigations of the power
project by the authority.

(D) If, by July 1, 1991, the legislature has not appropri-
ated at least $5,000,000,000 to the Ffund, 1in addition to appropria-
tions to the fund of interest earned on money in the fund, the author-
ity shall, beginning on that date, establish and maintain a separate
wholesale power rate applicable to each power project that is acquired
or constructed under the energy program for Alaska. The wholesale
power rate shall be computed by the authority annually, or more fre-
quently as may be necessary, and shall be the greater of

(A) 10 percent of the amount the authority has 1in-—
vested in the power project, including loans and grants made by
the state; or

(B) the rate that the authority estimates is necessary
to produce revenue sufficient to pay

(i) operation, maintenance,and equipment re—
placement costs of the power project;

(i) the power project"s proportionate
debt service on state loans and bonds for all power projects
in the energy program for Alaska, determined in accordance
with (g) of this section; and

(iii) safety inspections and investigations of the
power project by the authority.

3) For the purposes of determining amounts to be
to each hydroelectric facility in the initial project under (1)(A) and
(1)(C) of thissubsection, the authority shall determine for each
hydroelectric facility its individual operation, maintenance, equip-

ment replacement, safety inspection, and investigation costs.

shat

all
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Sec. 6. AS 44.83.398(e) is amended to read:

(e) After determining the wholesale power vrate for a power
project under the provisions of this section, the authority may adjust
the rate or change the rate provisions to insure that the revenue
derived from that power project and the aggregate revenues of the
authority will be adequate to comply with the rate covenants and other
agreements contained in any trust indenture or trust agreement entered
into by the authority for the security of the holders of bonds issued
to finance power projects 1in the energy program [ENERGY PROGRAM] for
Alaska. The authority may agree with a purchaser of power to limit
rate 1increases caused by debt service payable bythe authority on
subsequent projects.

Sec. 7. AS 44.83.398(g) 1is amended to read:

(9) For the purposes of (b)(1)(B) [AND (b) (2) (B) (ii) ] of this
section, a power project"s proportionate share of debt service on
state loans and bonds forall power projects 1in the energyprogram for
Alaska is equal to the state®s investment in the power project divided
by the state®"s investment in all power projects in the energy program
for Alaska and multiplied by the debt service on state loans and bonds
for all power projects in the energy program for Alaska. In this
subsection

(D "state"s 1investment in the power project" includes all
state money invested in a power project, 1including loans, grants, and
proceeds from bonds, less the principal repayments on the project's

proportionate share of debt service on state loans and bonds;

« j i - * . « it - - .«
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SENATE CS FOR CS FOR HOUSE BILL NO. 589 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA

4j THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL

; For an Act entitled: "An Act relating to the Alaska Power Authority;
7; authorizing the construction of the Watana and Brad-—
J: ley Lake hydroelectric projects; and providing for an
9 i effective date."”
101 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
n: * Section 1. AS 44.33 is amended by adding new sections to read:
FT Sec. 44.33.600. CREATION OF FUND. (a) There 1is established in
- the Department of Commerce and Economic Development the power develop—

ment revolving loan fund to carry out the purpose of AS 44.83.600 -
Tg_ 44.33.630. The fund may be used for no other purpose.
m; (b) The fund consists of
7 (1) appropriations to the fund by the legislature;
133 (2) repayments of principal to the fund; and
19%: 3) income from investment of money 1in the fund and from
20} loans made from the fund.
2 Sec. 44.33.610. POWERS AND DUTIES OF DEPARTMENT IN ADMINISTERING
22 THE FUND. (a) The department may make a loan from the power develop—
105 ment revolving loan fund to the Alaska Power Authority for the purpose
24§ of financing a power project acquired or constructed by the authority
25i under the energy program for Alaska (AS 44.83.380 -- 44.83.425).
25 Repayment of a loan from the fund must be made with the proceeds from
27 the saleof power from projects in the energy program for Alaska.
28 Except as provided in AS 44.83.398(i), the payments required to be
29 made by the authority on a loan from the fund constitute debt service

rv;:
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for the purpose of calculating the wholesale power rate in AS 44.83.-
398(b)(1).

(b) After completion of a final plan of finance and approval of

a project under AS 44.83.185(c), a loan may be made from the fund for

(1) the cost or a portion of the cost of final design,
acquisition, and construction of a power project;

(2) defeasance or payment of bonds or notes of the author-—
ity issued for a power project;

(3) the establishment of a reserve fund for renewals and
replacements for the operation of a completed power project; and

(4) any other project related expenses including those
described in AS 44.83.398(i).

Sec. 44.33.620. LOAN TERMS. () A loan from the fund must be
repaid in accordance with the terms that the department determines to
be appropriate. In establishing the terms, 1including provision for a
return to the state of an amount in excess of the principal amount of
the loan, the department shall consider the revenues that the author—
ity could reasonably derive from the sale of power from the projects
based upon

(1) the market rate of interest for a loan of comparable
size and duration at the time the loan is made; and
(2) the estimated costs of alternative sources of energy
generation for utilities purchasing power from a project financed with
a loan from the fund.
(b) The department may agree with the authority to defer repay-—

ment of a loan. However, the loan must be repaid in full during the

(c) A loan to the authority from the fund may t exceed 50

years.

-
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Sec. 44.33.630. DEFINITIONS. In AS 44.33.600- 44.33.630
(1) "authority" means the Alaska Power Authority;
(2) "department™ means the Department of Commerce and

Economic Development;

(3) "fund"” means the power development revolving Jloan fund;
4 "power project™ means a project acquired or constructed
under the energy program for Alaska, AS 44.83.380 --44.83.425.
* Sec. 2. AS 44.83.092(4) is amended to read:

(4)that [AFTER COMPLETION OF A PROJECT] the municipality
or other entity 1is obligated tomake payments” notwithstanding the
non-completion of or a suspension or reduction 1in the amount of the
powersupplied by its project or another [THE] project.

* Sec. 3. AS 44.83.398 is amended by adding a new subsection to read:

(i) The authority may place ina separate interest bearing
account money appropriated to the authority as a loan for the purpose
of meeting the operating expenses of a facility in the 1initial pro—
ject. The money may be used to replace amounts which were expected to
be paid by a utility potentially served by a facility in the initial
project, which has not entered into a power sales agreement with the
authority. Repayment of the amount loaned must be made from revenues

2n- attributable to power sales from that facility,as limited by the

22 " terms of power sales agreements with power purchasers from that facil—

%3 ity. A loan made 1in accordance with this subsection is not a state
24 | loan for purposes of calculating the wholesale power rate under (b)(1)
1
of this section.

25! * Sec. 4. AS 44.83.398(a) 1is amended to read:

27 () The authority shall sell poxver produced from power projec
23 acquired or constructed under the energy program for Alaska. For

23 purposes of this section, Lake Tyee, Swan Lake, Solomon Gulch, and

SCS CSHB 589 (Fin)



Terror Lake hydroelectric facilities are considered to be one power
project. This power project 1is referred to as the initial project [A
UTILITY THAT PURCHASES POWER PRODUCED BY A POWER PROJECT OF THE AU-
THORITY SHALL AGREE WITH THE AUTHORITY

(¢D) TO GIVE PREFERENCE IN THE SALE OF PORTER AT RETAIL TO
ALL CLASSES OF CONSUMERS OF POWER EXCEPT INDUSTRIAL CONSUMERS;

(2) TO CHARGE INDUSTRIAL CONSUMERS OF POWER A RATE DE-
TERMINED BY THE AUTHORITY IN ACCORDANCE WITH (d) OF THIS SECTION].

* Sec. 5. AS 44.83.398(b) 1is amended to read:

(b) The authority shall establish a wholesale power rate struc-
ture applicable to sales of power to the [ITS] customers [AT THE
BUSBAR] of a power project as follows:

D) The authority shall establish and maintain a separate
wholesale power rate applicable to each power project that it has
acquired or constructed under the energy program for Alaska, other
than a project described in (f) of this section. The wholesale power
rate established by the authority for-the initial project shall be a
rate calculated under this paragraph exceptthat the portion of the
rate applicable to (A) and (C) of this paragraph shall be adjusted for
the hydroelectric facilities in the initial project as set out in (3)
of this subsection. The wholesale power rate shall be computed by the
authority annually, or more frequently as may be necessary, and shall
equal the l\’/ate- that the authority estimates isnecessary to produce
revenue that is sufficient to pay

(A) operation, maintenance, and equipment replacement
costs of the power project;
(B) the power project"s proportionate share of the

debt service on state loans and bonds for all power projects 1in
the energy program for Alaska, determined in accordance with (g)

SCS CSHB 589(Fin) ~4-



of this section;
© safety inspections and investigations of the
project by the authority.

(2) If, by July 1, 1991, the legislature has not appropri—
ated at least $5,000,000,000 to the fund, 1in addition to appropria—
tions to the fund of interest earned on money in the fund, the author —
ity shall, beginning on that date, establish and maintain a separate
wholesale power rate applicable to each power project that is acquired
or constructed under the energy program Tfor Alaska. The wholesale
power rate shall be computed by the authority annually, or more fre—
qguently as may be necessary, and shall be the greater of

(A) 10 percent of the amount the authority has 1in—
vested in the power project, including loans and grants made by
the state; or
(B) the rate that the authority estimates is necessary
to produce revenue sufficient to pay
(i) operation, maintenance, and equipment
placement costs of the power project;
(i) the power project"s proportionate share
debt service on state loans and bonds for all power projects

in the energy program for Alaska, determined in accordance

with (g) of this section; and

(iii) safety 1inspections and investigations of
power project by the authority.

(3) For the purposes of determining amounts to be allocated
to each hydroelectric facility in the initial project under (1)(A) and
(1)(C) of this subsection, the authority shall determine for each

hydroelectric facility its 1 maintenance, equip-

ment replacement, safety inspection, and investigation costs

£
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Sec. 6. AS 44.83.398(e) 1is amended to read:

(e) After determining the wholesale power rate for a power
project under the provisions of this section, the authority may adjust
the rate or change the rate provisions to insure that the revenue
derived from that power project and the aggregate revenues of the
authority will be adequate to comply with the rate covenants and other
agreements contained in any trust indenture or trust agreement entered
into by the authority for the security of the holders of bonds 1issued
to finance power projects in the energy program [ENERGY PROGRAM] for
Alaska. The authority may agree with a purchaser of power to linmit
rate increases caused by debt service payable by the authority on
subsequent projects.

Sec. 7. AS 44.83.398(g) 1is amended to read:

(9) For the purposes of (b)(1)(B) T[AND (b) (2) (B) (ii) ] of this
section, a power project"s proportionate share of debt service on
state loans and bonds for all power projects in the energy program for
Alaska is equal to the state®s investment in the power project divided
by the state®s investment in all power projects in the energy program
for Alaska and multiplied by the debt service on state loans and bonds
for all power projects in the energy program Tfor Alaska. In this
subsection

(D) "state"s 1investment 1in the power project” includes all
state money invested in a power project, 1including loans, grants, and
proceeds from bonds, less the principal repayments on the project"s
proportionate share of debt service on state loans and bonds;

(2) "state"s investment in all power projects in the energy
program for Alaska"™ ‘includes all state money invested in the power

projects, other than interties, in the energy program for Alaska,

including loans, grants, and proceeds from bonds, less the principal



repayments on bonds and state loans issued for the power projects.

* Sac. 8. AS 44.83.398(b)(2) 1is repealed.

* Sec. 2. AS 44.83.398(d) is repealed.

* Sec. 10. The Bradley Lake hydroelectric project is authorized for
construction under AS 44.83.185(c) and 44.83.384(c) at a construction cost
of $350,000,000.

* Sec. 11. The Watana Dam project in the Susitna River hydroelectric
project is authorized for construction under AS 44.83.185(c) at a con-—
struction cost of $1,500,000,000 and the preliminary report on the Susitna
River hydroelectric project is approved in accordance with AS 44.83.320(b),
as to the Watana Dam Project.

* Sec. 12. Sections 1 - 3 of this Act take effect July 1, 1984.

* Sec. 13. Sections 4 - 11 of this Act take effect 1immediately in

14 p accordance with AS 01.10.070(c).
5]
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Original sponsor: Rules/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 589 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Power Authority;
authorizing the construction of the Watana and Brad-—
SF ley Lake hydroelectric projects; and providing for an
91 effective date.”

10@8 BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
Ik

Il; * Section 1. AS 44.33 is amended by adding new sections to read:

jZ? Sec. 44.33.600. CREATION OF FUND. (a) There 1is established in

131 the Department of Commerce and Economic Development the power develop—
E ment revolving loan fund to carry out the purpose of AS 44.83.600 -

is; 44.33.630. The fund may be used for no other purpose.

163 (b) The fund consists of

7: (1) appropriations to the fund by the legislature;

181 (2) repayments of principal to the fund; and

ﬂ3: 3) income from investmentof money in the fund and from

ﬁdg loans made from the fund.

21= Sec. 44.33.610. POWERS AND DUTIES OF DEPARTMENT IN ADMINISTERING

THE FUND. (a) The department may make a loan from the power develop—
ment revolving loan fund to the Alaska Power Authority for the purpose
of financing a power project acquiredor constructed by the authority
under the energy program for Alaska (AS 44.83.380 - 44.83.425).

Repayment of a loan from the fund must be made with the proceeds from
the sale of power from projects 1in the energy program for Alaskka.,
Except as provided in AS 44.83.398(i), the payments required to be

made by the authority on a loan from the fund constitute debt service

-1- SCS CSHB 589 (Fin)



for the purpose of calculating the wholesale power rate in AS 44.83.-
398(hb) (1).

(b) After completion of a final plan of finance and approval of

a project under AS 44.83.185(c), a loan may be made from the fund for

(1) the cost or a portion of the cost of final design,
acquisition, and construction of a power project;

(2) defeasance or payment of bonds or notes of the author—
ity issued for a power project;

(3) the establishment of a reserve fund for renewals and
replacements for the operation of a completed power project; and

(4) any other project related -expenses including those
described in AS 44.83.398(1).

Sec. 44.33.620. LOAN TERMS. (&) A loan from the fund must be
repaid in accordance with the terms that the department determines to
be appropriate. In establishing the terms, including provision for a
return to the state of an amount in excess of the principal amount of
the loan, the department shall consider the revenues that the author—
ity could reasonably derive from the sale of power from the projects
based upon

(1) the market rate of interest for a loan of comparable
size and duration at the time the loan is made; and

(2) the estimated costs of alternative sources of energy
generation for utilities purchasing power from a project financed with
a loan from the fund.

(b) The department may agree with the authority to defer repay-—
ment of a loan. However, the Jloan must be repaid in full during the
period of the loan agreement.

(c) A loan to the authority from the fund may not exceed 50

years.

SCS CSHB 589 (Fin) . -2-
G yyy .y ;ymw Jvel. y-v “yy-vyy



Sec. 44.33.630. DEFINITIONS. In AS 44.33.600 - 44.33.630
(1) "authority” means the Alaska Power Authority;
(2) "department™ means the Department of Commerce and

Economic Development;

3) "fund" moans the power development revolving loan fund;

(4 "power project" means a project acquired or constructed
under the energy program for Alaska, AS 44.83.380 - 44.83.425.
Sec. 2. AS 44.83.092(4) 1is amended to read:

') that [AFTER COMPLETION OF A PROJECT] the munic

or other entity 1is obligated to make payments” notwithstanding the
non-completion of or a suspension or reduction in the amount of the
power supplied by its project or another [THE] project.
Sec. 3. AS 44.83.398 is amended by adding a new subsection to read:

(i) The authority may place ina separate interest bearing
account money appropriated to the authority as a loan for the purpose
of meeting the operating expenses of a facility in the initial pro-—
ject. The money may be used to replace amounts which were expected to
be paid by a utility potentially served by a facility in the initial
project, which has not entered into a power sales agreement with the
authority. Repayment of the amount loaned must be made from revenues
attributable to power sales from that facility, as limited by the
terras of power sales agreements with power purchasers from that facil—
ity. A loan made 1in accordance with this subsection is not a state
loan for purposes of calculatingthe wholesale power rate under (b)(1)
of this section.

read:
(a) The authority shall sell power produced from power projects

energy program tor Alaska.

purposes Swan Lake, Solomon Gulch

SCS CSHB 589 (Fin)



Terror Lake hydroelectric facilities are considered to be one power
project. This power project is referred to as the initial project [A
UTILITY THAT PURCHASES POWER PRODUCED BY A POWER PROJECT OF THE AU-
THORITY SHALL AGREE WITH THE AUTHORITY
(D) TO GIVE PREFERENCE IN THE SALE OF POWER AT RETAIL TO
ALL CLASSES OF CONSUMERS OF POWER EXCEPT INDUSTRIAL CONSUMéFé;V
(2) TO CHARGE INDUSTRIAL CONSUMERS OF POWER A RATE DE-
TERMINED BY THE AUTHORITY IN ACCORDANCE WITH (d) OF THIS SECTION].
* Sec. 5. AS 44.83.398(b) 1is amended to read:
(b) The authority shall establish a wholesale power rate struc-
ture applicable to sales of power to the [ITS] customers [AT THE
BUSBAR] of a power project as follows:
(¢H) The authority shall establish and maintain a separate
wholesale power rate applicable to each power project that it has
S;" acquired or constructed under the energy program for Alaska, other
wii; than a project described in (f) of this section. The wholesale power
rate established by the authority for the initial project shall be a
rate calculated under this paragraph except that the portion of the
rate applicable to (A) and(C) of this paragraph shall be adjusted for
20 the hydroelectric facilities in the initial project as set out in (3)
of this subsection. The wholesale power rate shall be computed by the
authority annually, or more frequently as may be necessary, and shall
equal the rate that the authority estimates 1is necessary to produce
revenue that is sufficient to pay
(A) operation, maintenance, and equipment replacement
263 costs of the power project;
(B) the power project®"s proportionate share of the

in



of this section;
(C) safety inspections and investigations of the power
project by the authority.

@) If, by July 1, 1991, the legislature has not appropri—
ated at least $5,000,000,000 to the fund, 1in addition to appropria—
tions to the fund of interest earned on money in the fund, the author—
ity shall, beginning on that date, establish and maintain a separate
wholesale power rate applicable to each power project that is acquired
or constructed under the energy program for Alaska. The wholesale
power rate shall be computed by the authority annually, or more fre—
quently as may be necessary, and shall be the greater of

(A 10 percent of the amount the authority has 1in—
vested in the power project, 1including loans and grants made by
the state; or
(B) the rate that the authority estimates IS necessary
to produce revenue sufficient tc pay
(i) operation, maintenance, and equipment
placement costs of the power project;
(i) the power project"s proportionate shar
debt service on state loans and bonds for all power projects

in the energy program for Alaska, determined in accordance

with (g) of chis section; and

(iin) safety inspections and investigations of
power project by the authority.

(3) For the purposes of determining amounts to be allocated
to each hydroelectric facility in the initial project under (1)(A) and

(1)(G) of this subsection, the authority shall determine for each



* Sec. 6. AS 44.83.398(e) 1is amended to read:

(e) After determining the wholesale power vrate for a power
project under the provisions of this section, the authority may adjust
the rate or change the rate provisions to insure that the revenue
derived from that power project and the aggregate revenues of the
authority will be adequate to comply with the rate covenants and other
agreements contained in any trust indenture or trust agreement entered
into by the authority for the security of the holders of bonds issued
to finance power projects in the energy program [ENERGY PROGRAM] for
Alaska. The authority may agree with a purchaser of power to limit
rate increases caused by debt service payab.a by the authority on
subsequent projects.

Sec. 7. AS 44.83.398(g) is amended to read:

(9) For the purposes of (b)(1)(B) [AND (b) (2)(B)(ii) ] of this
section, a power project"s proportionate share of debt service on
state loans and bonds for all power projects in the energy program for
Alaska 1is equal to the state®"s 1investment in the power project divided
by the state"s investment in all power projects in the energy program
for Alaska and multiplied by the debt service on state loans and bonds
for all power projects in the energy program for Alaska. In this
subsection

(&D) "state®"s 1investment in the power project”™ 1includes all
state money 1invested in a power project, 1including loans, grants, and
proceeds from bonds, less the principal repayments on the project"s
proportionate share of debt service on state loans and bonds;

(2 "state"s investment in all power projects in the energy
program for Alaska"™ 1includes all state money 1invested in the power
projects, other than interties, 1in the energy program for Alaska,

including loans, grants, and proceeds from bonds, 1less the principal
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repayments on bonds and state loans issued for the power projects.

* Sec. 8. AS 44.83.398(b)(2) 1is repealed.

* Sec. 9. AS 44.83.398(d) 1is repealed.

41 * Sec. 10, The Bradley Lake hydroelectric project 1is authorized for
si construction under AS 44.83.185(c) and 44.83.384(c) at a construction cost
of $350,000,000.

* Sec. 11. The Watana Dam project in the Susitna River hydroelectric
project 1is authorized for construction under AS 44.83.185(c) at a con-—
struction cost of $1,500,000,000 and the preliminary report on the Susitna
River hydroelectric project is approved in accordance with AS 44.83.320(b),
as to the Watana Dam Project,

* Sec. 12. Sections 1 - 3 of this Act take effect July 1, 1984.

* Sec. 13. Sections 4 - 11 of this Act take effect 1immediately in

accordance with AS 01.10.070(c).
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S tate or A 1 as ka .

OFFICE OF THE GOVERNOR
JUNBAII

February 8, 1984

The Honorable Joe Hayes

Alaska House of Representatives
Pouch V

Juneau, AK 99811

Dear Representative Hayes:

Under the authority of art. 1IlI, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to the

sale of power by the Alaska Power Authority. The bill
amends portions of AS 44.83.398, which governs sale of
power from projects in the energy program for Alaska. The

amendments are necessary before power sales agreements can
be signed and long-term financing can be put in place for
the Lake Tyee, Swan Lake, Solomon Gulch, and Terror Lake
hydroelectric projects - the "four dam pool."

A section-by-section analysis follows.

Sections 1 (by amending AS 44.83.398(a)) and 5 (by repeal —
ing AS 44.83.398(d)) of the bill eliminate restrictions on
industrial power rates that may be charged by utilities

purchasing power from projects 1in the energy program for
Alaska. The statute currently prohibits utilitj.es from
charging a retail power rate to industrial consumers that
is less than the rate charged to residential consumers.

The ~change allows wutilities to offer a lower rate to
large-volume consumers, or consumers who currently wuse
their own generation sources, which should reduce the
overall rate to all consumers. The authority has dis-—
cussed with the wutilities the use of fixed-term supply
contracts with 1industrial wusers with the Jlength of the
contract Jlimited so that, when wusage of power from the
hydroelectric facilities approaches capacity, more povZer
will be available to residential consumers and they will

not end up subsidizing industrial power rates.



Section 1 also provides for the combination of the Lake
Tyee, Swan Lake, Solomon Gulch, and Terror Lake hydroelec—
tric projects into one power project for the purposes of
the wholesale power vrate calculation in AS 44.83.398-
(b)(1). This power project 1is referred to as the "initial
project."

Section 2 deletes the "Susitna clause™ in AS 44.83.398-
() @) . Repeal of this provision 1is desired by both the
authority and the purchasing utilities because of the po-—
tential effect on rates. It is also viewed as crucial to
the long-term financing of the 1initial project and future
projects in the energy program for Alaska. The rating
services are reluctant to give a favorable rating to reve—
nue bonds issued with this provision in place because of
the possibility tha-c ratepayers®™ rates could increase sub-—
stantially in 1991. The rates could be high enough to
reduce demand and revenues, thus jJeopardizing the ability
of the utilities to meet their payment obligations wunder
the power sales contracts.

Section 2 also describes the method for determining the
amounts to be allocated to each hydroelectric facility 1in
the 1initial project. Under this combined system the fa-—
cilities share the debt service for the entire project and

there 1is a single cents-per-kilowatt-hour rate for debt
service applicable to all four hydroelectric facilities in
the 1initial project. The rate for costs of operations,

maintenance, equipment vreplacement, safety inspections,

and 1investigations 1is determined separately for each fa-—
cility. The result is a different wholesale rate for each
facility 1in the initial project, but a sharing of debt
service which substantially reduces the wholesale rate for
projects such as Lake Tyee.

Section 3 adds a sentence to AS 44.83.398(e) to““allow the
power authority to contractually Ilimit the amount of debt
service payable by power purchasers as a consequence of
the later addition of new projects to the energy progranm
for Alaska.

Section 4 removes the reference to the "Susitna clause"
from AS 44.83.398(9g)-

Section 6 provides for an immediate effective date.

Sincerely,

Bill Sheffield /7/
Governor
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RESOURCES considered CSHB 589 (Fin)am

Alaska Power Authority authorizing the construction of the Watana and
Bradley Lake hydroelectric projects; efd.

and (a majority of the committee) (the committee) reports it back with
the following recommendations:

do pass with attached amendment(s)
replace with/or adopt CS for
new title

same title and recommends

and attached a/"LETTER OF INTENT [ 1 NEW FISCAL NOTE

reports it back without recommendation

recommends referral to ! Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS

Chairman recommendation
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BETTYE FAHRENKAMP, Chairman POUCH V
ROBERT H. ZIEGLER, SR., Vice Chairman STATE CAPITAL
DICK ELIASON JUNEAU. ALASKA 99811
PAUL FISCHER (907) 465-3834
VIC FISCHER (907) 465-3835
BOB MULCAHY - ®

ARLISS STURGULEWSKI

Hade

Committee on &eiSouree£(

SENATE RESOURCES- COMMITTEE
LETTER OF INTENT
FOR
CS HB 589 (Finance)anm

The committee substitute for HB 589 (Finance)am authorizes the
construction for the Bradley Lake hydroelectric project and the
Susitna River hydroelectric project in accordance with AS
44.83.185 and other statutory provisions.

It is the 1intent of the legislature that the Alaska Power
Authority spend no funds for detailed design work on either of
these projects until power sales agreements have been signed by
the wutilities which will purchase power from the projects.
Further, until compliance with the provisions of AS 44.83.183 and
AS 44.83.185, which require a review by the Office of Management
and Budget of a feasibility study and plan of finance, and
submittal by the Alaska Power Authority to the legislature of an
independent cost estimate, no funds shall be spent.

Bet/tye Fahrenkamp, Chairmj
Sdnate /Resources Committ
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Original sponsor: Rules/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 589 (Finance) am
IN THE LEGISLATURE 0. xHE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the Alaska Power Authority

BE

authorizing the construction of the Watana and
Bradley Lake hydroelectric projects; and providing
for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.83.398(a) 1is amended to read:

(a)The authority shall sell power produced from power projects
acquired or constructed under the energy program for Alaska. For
purposes of this section. Lake Tyee, Swan Lake. Solomon Gulch, and
Terror Lake hydroelectric facilities are considered to be one power
project. This power project is referred to as the initial project [A
UTILITY THAT PURCHASES POWER PRODUCED BY A POWER PROJECT OF THE AU-
THORITY SHALL AGREE WITH THE AUTHORITY

(1) TO GIVE PREFERENCE IN THE SALE OF POWER AT RETAIL TO
ALL CLASSES OF CONSUMERS OF POWER EXCEPT INDUSTRIAL CONSUMERS;
(2) TO CHARGE INDUSTRIAL CONSUMERS OF POWER A RATE DE-

TERMAINED BY THE AUTHORITY IN ACCORDANCE WITH (d) OF THIS SECTION],

* Sec. 2. AS 44.83.398(b) is amended to read:

(b) The authority shall establish a wholesale power rate struc-
ture applicable to sales of power to the [1TS] customers [AT THE
BUSBAR] of a power project as follows:

(1) The authority shall establish and maintain a separate
wholesale power rate applicable to each power project that it has

acquired or constructed under the energyprogram for Alaska, other

-1- CSHB 589(Fin) am
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rate

rate

rate

a project described in (f) of this section. The wholesale power
established by the authority for the initial project shall be a
calculated under this paragraph except that the portion of the

applicable to (A) and (C) of this paragraph shall be adjusted for

the hydroelectric facilities in the initial project as set out in ()

of this subsection. The wholesale power rate shall be computed by the

authority annually, or more frequently as may be necessary, and shall

equal

the rate that the authority estimates is necessary to pvpduce

revenue that is sufficient to pay

ated

(A) operation, maintenance, and equipment replacement
costs of the power project;

(B) the power project’s proportionate share of the
debt service on state loans and bonds forall power projects in
the energy program for Alaska, determined 1in accordance with (@)
of this section;

(C) safety inspections and investigations of the power
project by the authority.

(2 If, by July 1, 1991, the legislature has not appropri-

at least $5,000,000,000 to the fund, in addition to appropria-

tions to the fund of interest earned on money in the fund, the author-

ity shall, beginning on that date, establish and maintain a separate

wholesale power rate applicable to each power project that is acquired

or constructed under the energy program for Alaska. The wholesale

power rate shall be computed by the authority annually, or more fre-

quently as may be necessary, and shall be the greater of

(A) 10 percent of the amount the authority has in-
vested in the power project, including loans and grants made by
the state; or

(B) the rate that the authority estimates is necessary

589 (Fin) am
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ect;
proportionate share of
state loans and bonds for all power projects
energy program for Alaska, determined in accordance
with (g) of this section; and

(iii) safety inspections and investigations of the

power project by the authority.

(3) For the purposes of determining amounts to be allocated
to each hydroelectric facility in the initial project under (1)(A) and
(1)(C) of this subsection, the authority shall determine for each
hydroelectric facility its individual operation, maintenance, equip-
ment replacement, safety inspection, and investigation costs.

Sec. 3. AS 44.83.398(e) is amended to read:

(e) After determining the wholesale power rate for a power
project under the provisions of this section, the authority may adjust
the rate or change the rate provisions to insure that the revenue
derived from that power project and the aggregate revenues of the
authority will be adequate to comply with the rate covenants and other
agreements contained in any trust indenture or trust agreement entered
into by the authority for the security of the holders of bonds 1issued
to finance power projects in the energy program [ENERGY PROGRAM] for
Alaska. The authority may agree with a purchaser of power to limit
rate increases caused by debt service payable by the authority on
subsequent projects.

Sec. 4. AS 44.83.398(g) 1is amended to read:
(g) For the purposes of (b)(1)(B) [AND (b)) (B)(i)] of this

section, a power project"s proportionate share of debt service on

CSHB 589 (Fin) am



state loans and bonds for all power projects in the energy program for
Alaska is equal to the state"s investment in the power project divided
by the state®s investment in all power projects in the energy program
for Alaska and multiplied by the debt service on state loans and bonds
for all power projects in the energy program for Alaska. In this

subsection

(1) '"state"s investment in the power project™ includes all
state money invested 1in apower project, including loans, grants, and
proceeds from bonds, lessthe principal repayments on the project's

proportionate share of debt service on state loans and bonds;

(2) "state®s investment in all power projects in the energy
program for Alaska" includes all state money 1invested 1in the power
projects, other than interties, in the energy program for Alaska,
including loans, grants, and proceeds from bonds, less the principal
repayments on bonds and state loans issued for the power projects.

* Sec. 5. AS 44.83.398(b)(2) is repealed.

* Sec. 6. AS 44.83.398(d) is repealed.

* Sec. 7. The Bradley Lake hydroelectricproject is authorized for
construction under AS 44.83.185(c) and 44.83.384(c) at a construction cost
of $350,000,000.

.* Sec. 8. The Watana Dam project in the Susitna River hydroelectric
project is authorized for construction underAS 44.83.185(c) at a con-
struction cost of $1,500,000,000 and the preliminary report on the Susitna
River hydroelectric project is approved in accordance with AS 44.83.320(b),
as to the Watana Dam Prelect.

* Sec. 9. This Act takes effect immediately in accordance with AS 01.-

10.070(c) -
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