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M a y  11, 198 3

S e n a t o r s  D o n  B e n n e t t  and J o h n  S a c k e t t  

C o - C h a i r m a n  - S e n a t e  F i n a n c e  C o m m i t t e e  

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

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1

S U B J EC T :  S e n a t e  B i l l  No. 168: "An Act r e l a t i n g  to t h e  A l a s k a  P o w e r

A u t h o r i t y ;  and p r o v i d i n g  for an e f f e c t i v e  d a t e . "

G e n t l e m e n :

Th e  City of P e t e r s b u r g  w i s h e s  to o f f e r  c o m m e n t s  on S e n a t e  B i l l  Ko. 1 6 8  

and the u n d e r l y i n g  e n a b l i n g  act of the A l a s k a  P o w e r  A u t h o r i t y  ( C h a p t e r  

4 A . 8 3  of the A l a s k a  S t a t u t e s ) .

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

L a k e  h y d r o e l e c t r i c  P r o j e c t ,  s c h e d u l e d  for c o m p l e t i o n  in e a r l y  1 9 S 4 .

H o w e v e r ,  w e  c a n n o t  e n t e r  i n t o  a p o w e r  p u r c h a s e  a g r e e m e n t  u n d e r  t . e m s  and 

c o n d i t i o n s  c u r r e n t l y  m a n d a t e d  b y  law s  g o v e r n i n g  the A l a s k a  P o w e r  A u t h o r i t y .  

The p r o b l e m  th e  C i t y  is f a c i n g  is du e  in part to the e x p e n s e  of the 

p r o j e c t  and in p a r t  to o u r  i n a b i l i t y  to e s t a b l i s h  r e a s o n a b l e  a n d  p r e d i c t a b l e  

r a t e s  fo r  f u t u r e  p r o j e c t  e l e c t r i c i t y .

tfr>en the T y e e  p r o j e c t  w a s  i n i t i a l l y  . ioposed, w e  e x p e c t e d  t h a t  i t s  p o w e r  

cost w o u l d  be s u b s t a n t i a l l y  l o w e r  t h a n  d i e s e l  power. T h e  l o w  c o s t  h y d r o  

p o w e r  wa s  e x p e c t e d  to e f f e c t  an i m m e d i a t e  r e d u c t i o n  i n  t h e  C i t y T s p o w e r  

cost and to c o n t r o l  s u b s e q u e n t  a f f e c t s  of i n f l a t i o n  o n  r e t a i l  e l e c t r i c  

rates.

But p r e s e n t  e s t i m a t e s  of t h e  w h o l e s a l e  r a t e  for T y e e  p o w e r  i n d i c a t e  tha t  

r e t a i l  r a t e s  w i l l  i n c r e a s e  c o n s i d e r a b l y  as a r e s u l t  o f  c o n n e c t i o n  to the 

T y e e  supply. In fact, T y e e  p o w e r  w i l l  be t* ’ m o s t  e x p e n s i v e  of a n y  

p r o j e c t  c u r r e n t l y  in the s y s t e m  e s t a b l i s h e d  by the e n e r g y  p r o g r a m  f o r  

A l a s k a  as a r e s u l t  o f  s t a t e  l e g i s l a t i o n  a d o p t e d  last y e a r  (House- B i l l  

9). In r e a l  n u m b e r s ,  it is p r o p o s e d  that P e t e r s b u r g  a n d  K r a n g e l l  w o u l d  

h a v e  to pa y  w h o l e s a l e  r a t e s  of 15. 6 4 c / k W h  in 1 9 8 6  e s c a l a t i n g  to 19. 37c/kV.rn 

in 2001.
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F o r  p u r p o s e s  of c o m p a r i s o n  to c u r r e n t  rat e s ,  in FY 82 t h e  a v e r a g e  r e t a i l  

c o s t  of e n e r g y  f o r  P e t e r s b u r g  c o n s u m e r s  w a s  1 3 . 1 q / k W h .  Of t h i s  a m o u n t ,  

6 . 0 c  w a s  a t t r i b u t a b l e  to d i r e c t  c o s t s  of g e n e r a t i o n ;  3 . 4 c  t > d i r e c t  

d i s t r i b u t i o n  c o s t s ;  1.5c to deb t  s e r v i c e  costs; and 2 . 2 c  to a d m i n i s t r a t i v e  

a n d  get eral o v e r h e a d  e x p e n d i t u r e s .  O u r  c ost r e c o r d s  a l s o  s h o w  that 

d i r e c t  g e n e r a t i o n  c o s e s  f r o m  cur h y d r o  p l a nt  a m o u n t e d  to 0. S c / k W h ,  a n d  

th a t  f r o m  d r e s e l  g e n e r a t i o n  a v e r a g e d  1 0 . 9c/kWh.

T h e  e c o n o m i c s  of t h e  T r e e  P r o j e c t  are f a v o r a b l e  o v e r  t h e  l o n g  t e r m  w h e n  

P e t e r s b u r g  w i l l  h a v e  to a u g m e n t  its e x i s t i n g  g e n e r a t i n g  r e s o u r c e s  to 

m e e t  i n c r e a s e d  d e m a n d  f o r  e l e c t r i c  power. O v e r  the e a r l y  y e a r s ,  h o w e v e r ,  

t h e  T y e e  pow’er is m u c h  m o r e  e x p e n s i v e  tha n  a l t e r n a t i v e  e n e r g y  s o u r c e s  

a v a i l a b l e  to the C i t y ' s  c u s t o m e rs .

T h e  o t h e r  m a j o r  p a r t  of the p r o b l e m  w i t h  e x i s t i n g  l a w  g o v e r n i n g  the 

e n e r g y  p r o g r a m  for A l a s k a  is ou r i n a b i l i t y  to i d e n t i f y  and c o n t r o l  

f u t u r e  c o s t s  of o p e r a t i o n ,  m a i n t e n a n c e  and d e b t  s e r v i c e .

1) A P A ' s  i n i t i a l  e s t i m a t e  for o p e r a t i o n ,  m a i n t e n a n c e  and 

i n s p e c t i o n  on  the T y e e  P r o j e c t  is S I , 412,000. W e  t h i n k  

the l o c a l  u t i l i t i e s  s h o u l d  h a v e  s o m e  c o n t r o l  o v e r  an d  

a c c o u n t a b i l i t y  for t hese on g o i n g  e x p e n d i t u r e s .  W e  a l s o  

t h i n k  tha t  v e  c o u l d  l o c a l l y  o p e r a t e  and m a i n t a i n

the p r o j e c t  in c o m p l i a n c e  w i t h  i n d u s t r y  s t a n d a r d s ,  but 

in a l e s s  e x p e n s i v e  m a n n e r .  ( P e t e r s b u r g  ha s  o w n e d  and 

o p e r a t e d  a h y d r o e l e c t r i c  p r o j e c t  s i n c e  1926.)

T h e  T h o m a s  B a y  P o w e r  C o m m i s s i o n  is a j o i n t  o p e r a t i n g  

a g e n c y  that w a s  e s t a b l i s h e d  in 19 7 6  by W r a n g e l l  a n d  

P e t e r s b u r g  to m a n a g e  an d  c o n t r o l  h y d r o e l e c t r i c  p r o j e c t s  

in o u r  area. But it a p p e a r s  the c o m m i s s i o n  w o u l d  not 

q u a l i f y  to o p e r a t e  and m a i n t a i n  t h e  p r o j e c t  p u r s u a n t  t o  

a s t r i c t  i n t e r p r e t a t i o n  of l a n g u a g e  in 4 4 . 8 3 . 4 2 5 ( 5 ) .

2) I m p l e m e n t a t i o n  of the " S u s i t n a  B l a c k  M a i l  C l a u s e "

A S  4 4 . 8 3 . 3 9 8 ( b ) ( 2 )  w o u l d  i n c r e a s e  T v e e ' s  w h o l e s a l e  p o w e r  

r a t e  to a n n u a l l y  g e n e r a t e  ten p e r c e n t  of the a m o u n t  t h e  

S t a t e  h a s  i n v e s t e d  in the p r o j e c t .  T h e  S t a t e  h a s  an 

inv s t m e n t  of  $ 7 9 , 4 8 0 , 0 0 0  in T y e e  —  w h o l e s a l e  r a t e s  

w o u l d  inc: ’a s e  by an a d d i t i o n a l  1 8 . 4 c / k W h  to g e n e r a t e  t h i s  

sor t  of a r e t u r n  fo r  the State.
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3) A  t h i r d  a r e a  of u n c e r t a i n t y  h a s  b e e n  t e r m e d  the " s y s t e m

i n c r e m e n t  p r o b l e m " .  A l l  w h o l e s a l e  p o w e r  r a t e s  o f  p r o j e c t s  

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

l e g i s l a t u r e  d e c i d e s  to add a n e w  p r o j e c t  to the s y s t e m  

w h i c h  ha s  m o r e  d ebt f i n a n c i n g  t h a n  c'ne a v e r a g e  f o r  o t h e r  

p r o j e c t s  in t h e  syst e m .

T h i s  f e a t u r e  of the. l a w  r e p r e s e n t s  a p o t e n t i a l l y  u n l i m i t e d  

" d e e p  p o c k e t "  (our c o n s u m e r s )  to p a y  d e b t  s e r v i c e  on y e t  

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

i t s  s y s t e m  a p p r o a c h .

T h e  s t a f f  of t h e  A l a s k a  l o w e r  A u t h o r i t y  is f u l l y  a w a r e  o f  t h e s e  p r o b l e m s .  

A P A  s t a f f  h a s  s u g g e s t e d  that w e  s h o u l d  i n i t i a t e  n e w  l e g i s l a t i o n  i f  w e  

h a v e  a l t e r n a t i v e  i d e a s  to th e  a p p r o a c h e s  a v a i l a b l e  u n d e r  the e x i s t i n g  

s t a t u t o r y  f r a m e w o r k .

W e  do h a v e  r e c o m m e n d a t i o n s  f or  a m e n d i n g  C h a p t e r  4 4 . 8 3  o f  the A l a s k a  

S t a t u t e s  b e y o n d  and to a c e r t a i n  e x t e n t,  in a d i f f e r e n t  f a s h i o n  t h a n  

t h a t  p r o p o s e d  b y  SB 168. W e  t r u s t  the m a n n e r  of c o r r e c t i n g  t h e s e  p r o b l e m s  

w i t h  t h e  E o a r c  o f  the A l a s k a  P o w e r  A u t h o r i t y ,  G o v e r n o r  S h e f f i e l d  a n d  ou r 

l e g i s l a t o r s .

W e  r e c o m m e n d  t h a t  the s v s t e m  a p p r o a c h  be a b a n d o n e d  in f a v o r  o f  a p r o j e c t -  

b y - p r o j e c t  a p p r o a c h  f o r  f i n a n c i n g  the  p o we r  p r o j e c t s  d e v e l o p e d  u n d e r  t n e  

e n e r g y  p r o g r a m  f o r  AlasVia. If S B  1 6 8  is p a s s e d  an d  a p p r o v e d  d u r i n g  t h e  

c u r r e n t  s e s s i o n  of the l e g i s l a t u r e  w i t h o u t  s o m e  o t h e r  c h a n g e s  to A S

4 4 . 8 3  w e  m a y  be p e r m a n e n t l y  " l o c k e d  in" to a s y s t e m  a p p r o a c h  d u e  to l o n g  

t e r m  c o m m i t m e n t s  m a d e  in the bon d  sale.

P l e a s e  c o n s i d e r  the f o l l o w i n g  s t a t u t o r y  a m e n d m e n t s  d u r i n g  th e  c u r r e n t  

s e s s i o n  of t h e  l e g i s l a t u r e .

1) S a l e  o f  L a k e  T w e e  P r o j e c t .  T h e  s i m p l e s t  w a y  to c o n t r o l  o p e r a t i n g  

an d  m a i n t e n a n c e  e x p e n d i t u r e s  and l imit l i a b i l i t y  for d e b t  s e r v i c e  is to 

a l l o w  l o c a l  u t i l i t i e s  to p u r c h a s e  the p r o j e c t s  d e v e l o p e d  u n d e r  t h e  

e n e r g y  p r o g r a m  f o r  A l a s k a .  S i n c e  p u r c h a s e  of the p r o j e c t  w o u l d  b e  q u i t e  

e x p e n s i v e ,  w e  m u s t  l o o k  to t h e  S t a t e  for an e q u i t y  c o n t r i b u t  ‘ ~>n a n d  

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

y e a r s .  W e  p r o p o s e  the a d d i t i o n  of a n e w  s e c t i o n  to A S  4 4 . 8 3  t o  r e a d :
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Sec. 4 4 . 8 3 . 3 9 9  S a l e  of a P o w e r  P r o j e c t .  (a) T h e  

a u t h o r i t y  may  s e l l  a p o w e r  p r o j e c t  t h a t  is a c q u i r e d  

or c o n s t r u c t e d  as a part, of the e n e r g y  p r o g r a m  f o r  

A l a s k a  to  a q u a l i f i e d  u t i li t y .

(b) W h e n  the a u t h o r i t y  s e l l s  a p o w e r  p r o j e c t ,  it 

s h a l l  e s t a b l i s h  a s c h e d u l e  of e q u a l  a n n u a l  p a y m e n t s  

that, u n l e s s  the p u r c h a s i n g  u t i l i t y  a g r e e s  t o  a 

d i f f e r e n t  s c h e d u l e ,  e s t a b l i s h e s  as the p u r c h a s e  

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

t he p r i n c i p a l  a m o u n t  of b o n d s  i s s u e d  a n d  l o a n s

m a d e  for the p o w e r  p r o j e c t ,  r e q u i r e s  p a y m e n t  o f  

th e  p u r c h a s e  p r i c e  o v e r  a t e r m  of not l e s s  t h a n  

t h i r t y  (30) y e a r s  and i m p o s e s  i n t e r e s t  on t h e  

u n p a i d  b a l a n c e  of the p u r c h a s e  p r i c e  a t  an a n n u a l  

r a t e  n ot  to e x c e e d  th e  a v e r a g e  net e f f e c t i v e  

i n t e r e s t  r a t e s  on th e  b o n d s  i s s u e d  fo r  the  p o w e r  

proj e c t .

(c) Kot w i t h s t a n d i n g  (b) of t h i s  s e c t i o n ,  a  

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

h i g h  i n s t a l l m e n t  p a y m e n t s  in the f i r s t  t w e n t y

(20) y e a r s  of a p u r c h a s e  a g r e e m e n t .  A n n u a l  p a y m e n t s  

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

p a y  t o w a r d  t h e  p u r c h a s e  p r i c e  of the p o w e r  p r o j e c t

s h a l l  be l i m i t e d  to an a m o u n t  that d o e s  n o t  e x c e e d

t h e  p r o d u c t  of m u l t i p l y i n g  8c/k W h,  i n c r e a s e d  o n  e a c h  

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

2.68%, t i m e s  the  o u t p u t  of t h e p o w e r  p r o j e c t  d u r i n g  

t h e  y e a r  for w h i c h  the c a l c u l a t i o n  is b e i n g  m a d e  a n d  

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

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

y ear.

(A q u e s t i o n  m a y  a r i s e  r e l a t i n g  to v’hy  w e  a r e  r e c o m m e n d i n g  a l i m i t a t i o n  

of 8 c / k W h , e s c a l a t e d  by 2 . 6 8 %  p e r  year. A p r i n c i p a l  c a u s e  of.' the h i g h  

T y e e  p o w e r  rat e s , as i n i t i a l l y  e s t i m a t e d  'v the A P A  s t a f f ,  i s  a t t r i b u t a b l e

to t h e  l o w  u t i l i z a t i o n ,  or p l a n t  f a c t o r ,  of the T y e e  p r o j e c t -  P e t e r s b u r g

and W r a n g e l l  h a v e  b e e n  e n c o u r a g e d  t o  d e v e l o p  a m a r k e t  f o r  t h e  uncorz7.itted 

s u r p l u s  p o t e n t i a l  of Tyee, a s  a m e a n s  of r e d u c i n g  t h e  u n i t  c o s t  o f  

po-wer. Ou r  a n a l y s i s  of t h i s  m a r k e t i n g  e n d e a v o r  h a s  c o n c l u d e d  t h a t  

8 c / k W h  is the l i m i t a t i o n  n e c e s s a r y  to c o m p e t e  w’it h  a l t e r n a t i v e  e n e r g y  

s o u r c e s . )
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2) C o m p l e m e n t a r y  A m e n d m e nt s .  The f o l l o w i n g  a m e n d m e n t s  s h o u l d  be m a d e  

to r e s o l v e  a m b i g u i t i e  "•d m a k e  the f o r e g o i n g  s e c t i o n  c o m p a t i b l e  w i t h  

t h e  r e m a i n d e r  o f  A S  4 4 . 8 j :

a) A S  4 4 . 8 3 . 396(a) s h o u l d  b e  a m e n d e d  to read:

(a) A p o w e r  p r o j e c t  that is a c q u i r e d  o r  c o n s t r u c t e d  a s  

p a r t  of th e  e n e r g y  p r o g r a m  for A l a s k a  is o w n e d  (BY T H E  

S T A T E)  a n d  s h a l l  b e  a d m i n i s t e r e d  b y  the a u t h o r i t y ,  u n l e s s  

the p o w e r  p r o j e c t  is s o l d  to a q u a l i f i e d  u t i l i t y ,  in 

w h i c h  c a s e  the p o w e r  p r o j e c t  sh a l l  b e  o w n e d  an d  a d m i n i s t e r e d  

b y  the p u r c h a s i n g  u t i l i t y .

b) A S  4 4 . 8 3 . 4 2 5 ( 5 )  s h o u l d  be a m e n d e d  to read:

(5) " q u a l i f i e d  u t i l i t y "  m e a n s  an e l e c t r i c  u t i l i t y  o w n e d  

by a p u b l i c  a g e n c y  or a n y  c o m b i n a t i o n  j u i n L  u p e i a t i n g  

a g e n c y  e s t a b l i s h e d  as a n  i n s t r u m e n t a l i t y  of p u b l i c  

a g e n c i e s  to m a n a g e  and  c o n t r o l  e l e c t r i c  g e n e r a t i o n ,  

t r a n s m i s s i o n  o r  d i s t r i b u t i o n  s y s t e m s  that is c e r t i f i e d  

b y  the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  to s e r v e  

a l l  o r  p a r t  of a m a r k e t  a r e a  that is s e r v e d  o r  w i l l  

be s e r v e d  b y  t h e  p o w e r  p r o j e c t ,  and tha t  trie a u t h o r i t y  

d e t e r m i n e s  is c a p a b l e  of o p e r a t i n g  an d m a i n t a i n i n g  

t h e  p o w e r  p r o j e c t .

(The d e f i n i t i o n  of a " q u a l i f i e d  u t i l i t y "  is r e c o m m e n d e d  fo r  r e v i s i o n  t o  

e n a b l e  th e  T h o m a s  B a y  P o w e r  C o m m i s s i o n  to own, m a n a g e ,  operate- a n d  

m a i n t a i n  t h e  p r o j e c t . )

In s u m m a r y ,  the C i t y  of P e t e r s b u r g  w i s h e s  to go on r e c o r d  i n  s u p p o r t  o f  

S e n a t e  B i l l  No. 168. W e  l i k e w i s e  hope t hat y o u  w i l l  f a v o r a b l y  c o n s i d e r  

s u g g e s t e d  a m e n d m e n t s  to the A l a s k a  P o w e r  A u t h o r i t y  Act as d e s c r i b e d  in 

t h i s  l e tt e r .

T h a n k s  for y o u r  c o n s i d e r a t i o n .  S h o u l d  y o u  r e q u i r e  a d d i t i o n a l  i n f o r m a t i o n  

o r  p e r s o n a l  t e s t i m o n y  o n  t h e s e  s u b j e c t s ,  p l e a s e  d o n ' t  h e s i t a t e  t o  cal l  

m e  at (907) 7 7 2 - 4 5 1 1 .  B e s t  w i s h e s  f o r  a s u c c e s s f u l  l e g i s l a t i v e  s e s s i o n .
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R e s p e c t f u l l y  s u b m i t t e d ,

R i c h a r d  U n d e r k o f l e r , C i t y  M a n a g e r

C i t y  of P e t e r s b u r g

cc: P e t e r s b u r g  C i t y  C o u n c i l

G o v e r n o r  B i l l  S h e f f i e l d  

S e n a t o r  R o b e r t  H. Z i e g l e r  

R e p r e s e n t a t i v e  R o n  W e n d t  

R e p r e s e n t a t i v e  J a c k  M c B r i d e  

B o a r d  of D i r e c t o r s ,  A l a s k a  P o w e r  A u t h o r i t y  

Er i c  Y o u l d ,  A l a s k a  P o w e r  A u t h o r i t y  

M a n a g e r ,  C i t y  of W r a n g e l l  

M a n a g e r ,  C i t y  of K e t c h i k a n  

M a n a g e r ,  C i t y  of K o d i a k  

M a n a g e r ,  C i t y  o f  V a l d e z  

T h o m a s  B a y  P o w e r  C o m m i s s i o n
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S e n a t o r s  D o n  B e n n e t t  an d  J o h n  S a c k e t t  

C o - C h a i r m a n  - S e n a t e  F i n a n c e  Conrnittee 

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

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1

S U B J E C T :  S e n a t e  B i l l  No. 168: "An Act r e l a t i n g  to th e  A l a s k a  P o w e r

A u t h o r i t y ;  a n d  p r o v i d i n g  for an e f f e c t i v e  d a t e . "

G e n t l e m e n :

T h e  C i t y  of P e t e r s b u r g  w i s h e s  to o f f e r  c o m m e n t s  on S e n a t e  B i l l  No. 1 6 8  

and the u n d e r l y i n g  e n a b l i n g  act of the A l a s k a  P o w e r  A u t h o r i t y 7 ( C h a p t e r

4 4 . 8 3  of the A l a s k a  S t a t u t e s ) .

P e t e r s b u r g  is an i n t e n d e d  p u r c h a s e r  of w h o l e s a l e  p o w e r  f r o m  t h e  T y e e  

L a k e  H y d r o e l e c t r i c  P r o j e c t ,  s c h e d u l e d  for c o m p l e t i o n  in e a r l y  1 9 8 4 .

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

c o n d i t i o n s  c u r r e n t l y  m a n d a t e d  b y  l a w s  g o v e r n i n g  the A l a s k a  P o w e r  . Authority. 

The p r o b l e m  th e  C i t y  is f a c i n g  is d u e  in p a r t  to th e  e x p e n s e  o f  t h e  

p r o j e c t  and in p a r t  to our i n a b i l i t y  to e s t a b l i s h  r e a s o n a b l e  a n d  p r e d i c t a b l e  

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

W h e n  th e  T y e e  p r o j e c t  w a s  i n i t i a l l y  p r o p o s e d ,  w e  e x p e c t e d  t h a t  i t s  p o w e r  

cost w o u l d  b e  s u b s t a n t i a l l y 7 l o w e r  t han d i e s e l  po w e r .  T h e  l o w  c o s t  h y d r o  

p o w e r  w a s  e x p e c t e d  to e f f e c t  an i m m e d i a t e  r e d u c t i o n  in t h e  C i t y ' s  p o w e r  

c ost a nd  to c o n t r o l  s u b s e q u e n t  a f f e c t s  of i n f l a t i o n  'a r e t a i l  e l e c t r i c

r a t e s .

But p r e s e n t  e s t i m a t e s  o f  the w h o l e s a l e  r a t e  for T y e e  p o w e r  i n d i c a t e  t h a t  

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

T y e e  supp l y .  In fact, T y e e  p o w e r  -will be the m o s t  e x p e n s i v e  of a n y  

p r o j e c t  c u r r e n t l y  in th e  s y s t e m  e s t a b l i s h e d  b y  the energy7 p r o g r a m  f o r  

A l a s k a  as a r e s u l t  of s t a t e  l e g i s l a t i o n  a d o p t e d  l a s t  y e a r  ( H o u s e  E i l l  

9). In r e a l  n u m b e r s ,  it Is p r o p o s e d  that  P e t e r s b u r g  a n d  W r a n g e l l  w o u l d  

h a v e  to p a y  w h o l e s a l e  r a t e s  of 1 5 . 6 4 c / k W h  in 1986 e s c a l a t i n g  to 1 5 . 3 7 c / k W h  

in 2001.
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Fo r  p u r p o s e s  ox c o m p a r i s o n  to c u r r e n t  rat e s , in F Y  82 t h e  a v e r a g e  r e t a i l  

c o s t  of e n e r g y  fo r  P e t e r s b u r g  c o n s u m e r s  w a s  1 3 . lc/k W h .  O f  t h i s  a m o u n t ,  

6. 0 c  w a s  a t t r i b u t a b l e  to d i r e c t  c o s t s  of g e n e r a t i o n ;  3 . A c  to d i r e c t  

d i s t r i b u t i o n  co s t s ;  1 .5c to d ebt s e r v i c e  costs; and 2 . 2 c  to a d m i n i s t r a t i v e  

a n d  g e n e r a l  o v e r h e a d  e x p e n d i t u r e s .  O u r  c o s t  r e c o r d s  a l s o  s h o w  t h a t  

d i r e c t  g e n e r a t i o n  c o s t s  f r o m  o u r  h y d r o  p l a n t  a m o u n t e d  t o  0. 8 c / k V h ,  a n d  

tha t f r o m  d i e s e l  g e n e r a t i o n  a v e r a g e d  10. 9c/kWh.

T h e  e c o n o m i c s  o f  t h e  T y e e  P r o j e c t  a r e  f a v o r a b l e  o v e r  t h e  l o n g  t e r m  w h e n  

P e t e r s b u r g  w i l l  h a v e  to a u g m e n t  its e x i s t i n g  g e n e r a t i n g  r e s o u r c e s  to 

m e e t  i n c r e a s e d  d e m a n d  for  e l e c t r i c  power. O v e r  the e a r l y  y e a r s ,  h o w e v e r ,  

th e  T y e e  p o w e r  is m u c h  m o r e  e x p e n s i v e  t han a l t e r n a t i v e  e n e r g y  s o u r c e s  

a v a i l a b l e  to th e  C i t y ' s  c u s t o m e r s.

T h e  o t h e r  m a j o r  p a r t  of th e  p r o b l e m  w i t h  e x i s t i n g  l a w  g o v e r n i n g  t h e  

e n e r g y  p r o g r a m  for A l a s k a  is our i n a b i l i t y  to i d e n t i f y  a n d  c o n t r o l  

f u t u r e  c o s t s  of o p e r a t i o n ,  m a i n t e n a n c e  a n d  d e b t  s e r vice.

1) A P A ' s  i n i t i a l  e s t i m a t e  for o p e r a t i o n ,  m a i n t e n a n c e  an d  

i n s p e c t i o n  on  th e  T y e e  P r o j e c t  i; S 1 , A 1 2 , 0 0 0 .  W e  t h i n k  

the l o c a l  u t i l i t i e s  s h o u l d  h a v e  o m e  c o n t r o l  o v e r  and 

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

t h i n k  tha t w e  c o u l d  l o c a l l y  o p e r a t e  and m a i n t a i n

the p r o j e c t  in c o m p l i a n c e  w i t h  i n d u s t r y  s t a n d a r d s ,  but 

in a l e s s  e x p e n s i v e  rann e r .  ( P e t e r s b u r g  h a s  o w n e d  a n d  

o p e r a t e d  a h y d r o e l e c t r i c  p r o j e c t  s i n c e  1926.)

T h e  T h o m a s  B a y  P o w e r  C o m m i s s i o n  is a j o i n t  o p e r a t i n g  

a g e n c y  that w a s  e s t a b l i s h e d  in 1976 by W r a n g e l l  a n d  

P e t e r s b u r g  to m a n a g e  and c o n t r o l  h y d r o e l e c t r i c  p r o j e c t s  

in o u r  area. Bu t  it a p p e a r s  t h e  c o m m i s s i o n  w o u l d  n o t  

q u a l i f y  to o p e r a t e  and m a i n t a i n  t h e  p r o j e c t  p u r s u a n t  to 

a s t r i c t  i n t e r p r e t a t i o n  of l a n g u a g e  in A A . 8 3 . A 2 5 (5).

2) I m p l e m e n t a t i o n  of th e  " S u s i t n a  B l a c k  M a i l  C l a u s e "

AS A A . 83. 3 9 8 ( b ) (2) w o u l d  i n c r e a s e  T y e e ' s  w h o l e s a l e  p o w e r  

r a t e  to a n n u a l l y  g e n e r a t e  ten p e r c e n t  of the a m o u n t  t h e  

S t a t e  h a s  i n v e s t e d  in t h e  p r o j e c t .  T h e  S t a t e  h a s  an 

i n v e s t m e n t  of §79,A80,000 in T y e e  —  w h o l e s a l e  r a t e s  

w o u l d  i n c r e a s e  by an a d d i t i o n a l  1 8 . A c / k W h  to g e n e r a t e  t h i s  

sor t of a r e t u r n  fo r  th e  State.
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3) A t h i r d  a r e a  of u n c e r t a i n t y  h a s  b e e n  t e r m e d  t h e  " s y s t e m

i n c r e m e n t  p r o b l e m " .  A l l  w h o l e s a l e  p o w e r  r a t e s  of p r o j e c t s  

on th e s y s t e m  w o u l d  be u n i l a t e r a l l y  i n c r e a s e d  w h e n e v e r  t h e  

l e g i s l a t u r e  d e c i d e s  to ad d  a n e w  p r o j e c t  to the s y s t e m  

w h i c h  h a s  m o r e  debt f i n a n c i n g  than the a v e r a g e  f o r  o t h e r  

p r o j e c t s  in t h e system.

T h i s  f e a t u r e  of th e l a w  r e p r e s e n t s  a p o t e n t i a l l y  u n l i m i t e d  

" d e e p  p o c k e t "  (our c o n s u m e r s )  to p a y  d e b t  s e r v i c e  o n  y e t  

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

i t s  s y s t e m  a p p r o a c h .

T h e  s t a ff  of the A l a s k a  P o w e r  A u t h o r i t y  is f u l l y  a w a r e  o f  t h e s e  p r o b l e m s .  

A P A  s t a f f  h a s  s u g g e s t e d  that w e  s h o u l d  i n i t i a t e  new’ l e g i s l a t i o n  if w e  

h a v e  a l t e r n a t i v e  i d e a s  to the a p p r o a c h e s  a v a i l a b l e  u n d e r  the e x i s t i n g  

s t a t u t o r y  f r a m e w o r k .

W e  do h a v e  r e c o m m e n d a t i o n s  f o r  a m e n d i n g  C h a p t e r  4 4 . 8 3  of t he  A l a s k a  

S t a t u t e s  b e y o n d  a n d  to a c e r t a i n  e x te n t ,  in a d i f f e r e n t  f a s h i o n  t h a n  

t h a t  p r o p o s e d  b^ S B  16S. W e  trust the  m a n n e r  of c o r r e c t i n g  t h e s e  p r o b l e m s  

w’ith the B o a r d  of t h e  A l a s k a  P o w e r  A u t h o r i t y ,  G o v e r n o r  S h e f f i e l d  a n d  ou r  

l e g i s l a t o r s .

W e  r e c o m m e n d  that the s y s t e m  a p p r o a c h  be a b a n d o n e d  in f a v o r  o f  a p r o j e c t -  

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

e n e r g y  p r o g r a m  f o r  A l a s k a .  If SB 1 6 8  is p a s s e r  an d  a p p r o v e d  d u r i n g  th e  

c u r r e n t  s e s s i o n  of the l e g i s l a t u r e  w’i t h o ut s o m e  o t h e r  c h a n g e s  t o  AS

4 4 . 8 3  w e  m a y  be p e r m a n e n t l y  " l o c k e d  in" to a s y s t e m  a p p r o a c h  d u e  to l o n g  

t e r m  c o m m i t m e n t s  m a d e  in the b o n d  sale.

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

s e s s i o n  of t h e  l e g i s l a t u r e .

1) S a l e  of L a k e  T v e e  P r o j e c t .  Th e s i m p l e s t  w a y  to c o n t r o l  o p e r a t i n g  

an d  m a i n t e n a n c e  e x p e n d i t u r e s  and l i m i t l i a b i l i t y  fo r  d e b t  s e r v i c e  i s  to 

a l l o w  l o c a l  u t i l i t i e s  to p u r c h a s e  the p r o j e c t s  d e v e l o p e d  u n d e r  th e  

e n e r g y  p r o g r a m  fo r  A l a s k a .  S i n c e  p u r c h a s e  of the p r o j e c t  w o u l d  b e  q u i t e  

e x p e n s i v e ,  w e  m u s t  l o o k  to th e  Sta.te for an e q u i t y  c o n t r i b u t i o n  a n d  

p r o t e c t i o n  a g a i n s t  h i g h  i n s t a l l m e n t  p u r c h a s e  p a y m e n t s  i n  the e a r l y  

y e a r s.  W e  p r o p o s e  the a d d i t i o n  of a n e w  s e c t i o n  to A S  4 4 . 8 3  t o  r e a d :
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Sec. A A - 8 3 - 3 9 9  S a l e  of a P o w e r  P r o j e c t .  (a) T h e  

a u t h o r i t y  m a y  se l l  a p o w e r  p r o j e c t  t h a t  is a c q u i r e d  

or c o n s t r u c t e d  as a p a r t  of the e n e r g y  p r o g r a m  for 

A l a s k a  to a q u a l i f i e d  utility.

(b) W h e n  the a u t h o r i t y  s a i l s  a p o w e r  p r o j e c t ,  it 

s h a l l  e s t a b l i s h  a s c h e d u l e  of equal a n n u a l  p a y m e n t s  

that, u n l e s s  t he  p u r c h a s i n g  u t i l i t y  a g r e e s  t o  a 

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

p r i c e  fo r the p o w e r  p r o j e c t  an a m o u n t  n o t  t o o  e x c e e d  

th e  p r i n c i p a l  a m o u n t  of b o n d s  is s u e d and l o a n s

m a d e  for t h e  p o w e r  p r o j e c t ,  r e q u i r e s  p a y m e n t  of 

the p u r c h a s e  p r i c e  o v e r  a t e r m  of not l e s s  t h a n  

t h i r t y  (30) y e a r s  and i m p o s e s  interest: o n  t h e  

u n p a i d  b a l a n c e  of the p u r c h a s e  p r i c e  at an a n n u a l  

r a t e  not to e x c e e d  th e  a v e r a g e  net e f f e c t i v e  

i n t e r e s t  r a t e s  on the b o n d s  is s u e d  fo r  t h e  pen.er 

p r o j e c t .

(c) Not w i t h s t a n d i n g  (b) of this s e c t i o n ,  a 

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

h i g h  i n s t a l l m e n t  p a y m e n t s  in the f i r s t  t w e n t y

(20) y e a r s  of a p u r c h a s e  a g r e e m e n t .  A n n u a l  p a y m e n t s  

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

p a y  r e w a r d  th e  p u r c h a s e  p r i c e  of the p o w e r  p r o j e c t

s h a l l  b e  l i m i t e d  to a n  a m o u n t  that d o e s  n o t  e x c e e d

t h e  p r o d u c t  of m u l t i p l y i n g  8c/kWh, i n c r e a s e d  o n  e a c h  

a n n i v e r s a r y  d a t e  of the p u r c h a s e  c o n t r a c t  by 

2. 6 8 % ,  t i m e s  t h e  o u t p u t  of the p o w e r  p r o j e c t  d u r i n g  

t h e  y e a r  for w h i c h  the c a l c u l a t i o n  is b e i n g  m a d e  a n d  

s u b t r a c t i n g  f r o m  t hat p r o d u c t  the c o s t s  of o p e r a t i n g  

an d  m a i n t a i n i n g  the p o w e r  p r o j e c t  d u r i n g  t h e  s a m e  

y ear.

(A q v e s t i o n  m a y  a r i s e  r e l a t i n g  to w h y  w e  ar e  r e c o m m e n d i n g  a l i m i t a t i o n  

of 8c/k Wn ,  e s c a l a t e d  by 2.6S/I p e r  y ear. A p r i n c i p a l  c a u s e  of t h e  h i g h  

T y e e  p o w e r  r a t e s ,  as initiall; e s t i m a t e d  by the A P A  s t a f f ,  is a t t r i b u t a b l e

to th e  l o w  u t i l i z a t i o n ,  or p l a n t  f a c t o r,  of the l , e e  p r o j e c t .  P e t e r s b u r g

and W r a n g e l l  h a v e  b e e n  e n c o u r a g e d  t o  d e v e l o p  a m a r k e t  f o r  t h e  u n c o m m i t t e d  

s u r p l u s  p o t e n t i a l  o f  Tyee, as a m e a n s  of r e d u c i n g  the u n i t  c o s t  o f  

power. O u r  a n a l y s i s  of t h i s  m a r k e t i n g  e n d e a v o r  h a s  c o n c l u d e d  t h a t  

S c / k W h  is t h e  l i m i t a t i o n  n e c e s s a r y  to c o m p e t e  w i t h  a l t e r n a t i v e  e n e r g y  

s o u r c e s .)
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2) C o m p l e m e n t a r y  A m e n d m e n t s .  T h e  f o l l o w i n g  a m e n d m e n t s  s h o u l d  be m a d e  

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

t h e  r e m a i n d e r  of A S  4 4 . C 2 ’

a) A S  A A . 8 3 . 396(a) s h o r n d  b e  a m e n d e d  to r e a d :

(a) A  p o w e r  p r o j e c t  that is a c q u i r e d  o r  c o n s t r u c t e d  as 

p a r t  of the e n e r g y  p r o g r a m  for A l a s k a  is o w n e d  (BY T H E  

S T A T E)  a n d  s h a l l  be a d m i n i s t e r e d  by the a u t h o r i t y ,  u n l e s s  

the p o w e r  p r o j e c t  is sol d  to a q u a l i f i e d  u t i l i t y ,  in 

w h i c h  c a s e  the p o w e r  p r o j e c t  s h a l l be o w n e d  and a d m i n i s t e r e d  

b y  the p u r c h a s i n g  utility.

b) AS 4 4 . 8 3 . 4 2 5 ( 5 )  s h o u l d  be a m e n d e d  to read:

(r " q u a l i f i e d  u t i l i t y "  m e a n s  an e l e c t r i c  u t i l i t y  o w n e d  

bv a p u b l i c  a g e n c y  or any c o m b i n a t i o n  j o in t  o p e r a t i n g  

a g e n c y  e s t a b l i s h e d  as an i n s t r u m e n t a l i t y  of p u b l i c  

a g e n c i e s  to m a n a g e  and c o n t r o l  e l e c t r i c  g e n e r a t i o n ,  

t r a n s m i s s i o n  or d i s t r i b u t i o n  s y s t e m s  that is c e r t i f i e d  

by t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  to s e r v e  

a l l  o r  p a r t  of a m a r k e t  a r e a  that is s e r v e d  o r  w i l l  

be s e r v e d  b y  th e p o w e r  p r o j e c t ,  and that the a u t h o r i t y  

d e t e r m i n e s  is c a p a b l e  of o p e r a t i n g  an d  m a i n t a i n i n g  

the p o w e r  p r o j e c t.

(The d e f i n i t i o n  of a " q u a l i f i e d  u t i l i t y "  is r e c o m m e n d e d  f o r  r e v i s i o n  to 

e n a b l e  t h e T h o m a s  B a y  P o w e r  C o m m i s s i o n  to o w n , m a n a g e ,  o p e r a t e  and 

m a i n t a i n  the p r o j e c t . )

In s u m m a r y ,  the C i t y  of P e t e r s b u r g  w i s h e s  to go on r e c o r d  in s u p p o r t  of 

S e n a t e  B i l l  No. 168. W e  l i k e w i s e  h o p e  that y o u  w i l l  f a v o r a b l y  c o n s i d e r  

s u g g e s t e d  a m e n d m e n t s  to the A l a s k a  P o w e r  A u t h o r i t y  Act as  d e s c r i b e d  in 

t h i s  letter.

T h a n k s  for y o u r  c o n s i d e r a t i o n .  She ild y o u  r e q u i r e  a d d i t i o n a l  i n f o r m a t i o n  

o r  p e r s o n a l  t e s t i m o n y  on t h e s e  s u b j e c t s ,  p l e a s e  d o n ' t  h e s i t a t e  to c a l l  

m e  at (907) 7 7 2 - 4 5 1 1 .  B e s t  w i s h e s  fo r  a s u c c e s s f u l  l e g i s l a t i v e  s e s s i o n .
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R e s p e c t f u l l y  s u b m i t t e d ,

R i c h a r d  U n d e r k o f l e r , C i t y  M a n a g e r  

C i t y  of P e t e r s b u r g

cc: P e t e r s b u r g  C i t y  C o u n c i l

G o v e r n o r  B i l l  S h e f f i e l d  

S e n a t o r  R o b e r t  H. Z i e g l e r  

R e p r e s e n t a t i v e  R o n  W e n d t  

R e p r e s e n t a t i v e  J a c k  M c B r i d e  

B o a r d  of D i r e c t o r s ,  A l a s k a  P o w e r  A u t h o r i t y  

E r i c  Y c u l d ,  A l a s k a  P o w e r  A u t h o r i t y  

M a n a g e r ,  C i t y  of W r a n g e l l  

M a n a g e r ,  C i t y  of K e t c h i k a n  
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T h o m a s  B a v  P o w e r  C o m m i s s i o n
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O f f e r e d :  4 / 2 7 / 8 3
R e f e r r e d :  S t a t e  A f f a i r s

O r i g i n a l  s p o n s o r :  R a l e s / G o v e r n o r

^ r i n a n c o
1 IN T H E  S E N A T E  BY T H E  -R-E&SURefiS C O M M I T T E E

F*f r\
2 CS F O R  S E N A T E  B I L L  NO. 168 (-Rasoure^s.)

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

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to th e  A l a s k a  P o w e r  A u t h o r i t y ;  a n d

7 p r o v i d i n g  fo r  a n  e f f e c t i v e  d a t e . "

8 B E  I T  E N A C T E D  B Y  T H E  1 LEGISLATURE O F  T H E  S T A T E  O F  ALAS K A :

9 *  S e c t i o n  1. A S  4 4 . 8 3 . 0 4 0  is a m e n d e d  to read:

10 Sec. 4 4 . 8 3 . 0 4 0 .  O F F I C E R S ; M E E T I N G S ;  [AND] QUOR U M.  T h e  d i r e c t o r s

11 s h a l l  e l ec t  ora of t h e i r  n u m b e r  as c h a i r m a n  an d  m a y  e le c t  o t h e r  o f f i -

12 c e r s  t hey d e t e r m i n e  d e s i r a b l e .  T h e  p o w e r s  of the a u t h o r i t y  are v e s t e d

13 in the d i r e c t o r s ,  a n d  f o u r  d i r e c t o r s  of the a u t h o r i t y  c o n s t i t u t e  a

14 quor u m .  A c t i o n  m a y  b e  t a k e n  a n d  m o t i o n s  a n d  r e s o l u t i o n s  a d o p t e d  by

15 the a u t h o r i t y  at a m e e t i n g  by  th e a f f i r m a t i v e  v o t e  of a m a j o r i ty  of

16 the [AT L E A S T  T H R E E ]  d i r e c t o r s  p r e s e n t . T h e  d i r e c t o r s  o f  the a u t h o r i -

17 ty s e r v e  w i t h o u t  c o m p e n s a t i o n ,  bu t  t h e y  s h a l l  r e c e i v e  the sam e  t r a v e l

18 p a y  a n d  p e r  d i e m  as p r o v i d e d  b y  l a w  f o r  b o a r d  m e m be r s .

19 * Sec. 2. A S  4 4 . 8 3 . 0 4 0  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

20 (b) Th e b o a r d  m a y  m e e t  an d  t r a n s a c t  b u s i n e s s  by a n  e l e c t r o n i c

21  m e d i u m  if

22 (1) p u b l i c  n o t i c e  of t h e  t i m e  a n d  l o c a t i o n s  w h e r e  the m e e t -

23 i n g  w i l l  b e  h e l d  by an e l e c t r o n i c  m e d i u m  h a s  b e e n  g i v e n  in  t h e  s a m e

24 m a n n e r  as if the m e e t i n g  w e r e  h e l d  i n  a s i n g l e  l o c ation;

25 (2) p a r t i c i p a n t s  a n d  m e m b e r s  of the p u b l i c  i n  a t t e n d a n c e

26 c a n  h e a r  a n d  h a v e  t h e  s a m e  r i g h t  to p a r t i c i p a t e  i n  the m e e t i n g  as if

27 the m e e t i n g  w e r e  c o n d u c t e d  i n  p e r s o n ;  a n d

28 (3) c o p i e s  of p e r t i n e n t  r e f e r e n c e  m a t e r i a l s ,  s t a t u t e s ,  reg-

29 u l a t i o n s ,  a n d  a u d i c - v i s u a l  m a t e r i a l s  ar e  r e a s o n a b l y  a v a i l a b l e  to

- 1- C S S B  1 6 8 ( R e s  )



1 p a r t i c i p a n t s  a n d  to the p u b l i c .

2 (c) A  m e e t i n g  by a n  e l e c t r o n i c  m e d i u m  as p r o v i d e d  in t his sec-

3 t i o n  has the s a m e  l egal e f f e c t  as a m e e t i n g  i n  pers on .

4 (d) A  d i r e c t o r  of t h e  a u t h o r i t y  m a y  no t  v o t e  on a r e s o l u t i o n  of

5 t h e  a u t h o r i t y  r e l a t i n g  to a l e a s e  o r  c o n t r a c t  to b e  e n t e r e d  i n t o  by

6 the a u t h o r i t y  u n d e r  this c h a p t e r  if the d i r e c t o r  is a p a r t y  to the

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

8 firm, p a r t n e r s h i p ,  c o r p o r a t i o n ,  o r  a s s o c i a t i o n  that is a p a r t y  to the

9 c o n t r a c t  o r  lease. W h e n  a b s t a i n i n g  f r o m  v o t i n g ,  the d i r e c t o r  m u s t

10 d i s c l o s e  the  r e a s o n  for t h e  a b s t e n t i o n .  A  d i r e c t o r  w h o  is a m e m b e r  of

11 a n  e l e c t r i c  c o o p e r a t i v e  th a t  is o r g a n i z e d  u n d e r  o r  s u b j e c t  to the

12 E l e c t r i c  a n d  T e l e p h o n e  C o o p e r a t i v e  A c t  (AS 10. 2 5 )  ma y  v o t e  o n  a reso-

13 l u t i o n  r e l a t i n g  to a c o n t r a c t  o r  l e a s e  to w h i c h  that c o o p e r a t i v e  is a

14 p a r t y .  T h e  d i r e c t o r  s h a l l  d i s c l o s e  the  c o o p e r a t i v e  m e m b e r s h i p  at the

15 t i m e  of v o t i n g .  A  r e s o l u t i o n  o f  the a u t h o r i t y  that is a p p r o v e d  b y  a

16 m a j o r i t y  of the d i r e c t o r s  p r e s e n t  w h o  ar e  not b a r r e d  f r o m  v o t i n g  u n d e r

17 t h i s  s u b s e c t i o n  is a v a l i d  a c t i o n  of th e  a u t h o r i t y  for all p u r p o s e s .

18 * Sec. 3. AS  4 4 . 8 3 . 1 0 5  is a m e n d e d  to read:

19 Sec. 4 4 . 8 3 . 1 0 5 .  B O N D S  F O R  P O W E R  P R O J E C T S  U N D E R  T H E  E N E R G Y  PRO-

20 G R A M  F O R  A L A S K A .  T h e  a u t h o r i t y  m a y  [SHALL] b o r r o w  m o n e y  a n d  [SHALL]

21 i s s u e  its b o n d s  for the a c q u i s i t i o n  o r  c o n s t r u c t i o n  of p o w e r  p r o j e c t s

22 to b e  a c q u i r e d  or c o n s t r u c t e d  u n d e r  t he  e n e r g y  p r o g r a m  fo r  A l a s k a .

23 T h e  [ON W H I C H  THE] p r i n c i p a l  o f  a n d  i n t e r e s t  o n  the b o n d s  are p a y a b l e

24 f r o m  m o n e y  d e r i v e d  f r o m  th e  s a l e  of w h o l e s a l e  p o w e r  f r o m  p o w e r  proj-

25 ec t s  f i n a n c e d  u n d e r  AS 4 4 . 8 3 . 3 8 0  - 4 4 . 8 3 . 4 2 5  f r o m  the p o w e r  d e v e l o p -

26 m e n t  f und or f r o m  a s o u r c e  r e f e r re d  to in  A S  4 4 . 8 3 . 1 0 0  as the a u t h o r -

27 it y  d e t e r m i n e s .  T h e  b o n d s  m a y  be i s s u e d  if

28 (1) a p p r o p r i a t i o n s  to the p o w e r  d e v e l o p m e n t  fun d  f o r  th e

29 p o w e r  p r o j e c t  are i n s u f f i c i e n t  to c o v e r  the cost of a c q u i r i n g  or
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1 c o n s t r u c t i n g  t h e p o w e r  p r o j e c t ;  a n d

2 (2) the a u t h o r i t y  d e t e r m i n e s  that th e  a m o u n t  of i n t e r e s t

3 the a u t h o r i t y  w i l l  p a y  o n  its b o n d s  is not m o r e  t h a n  a l t e r n a t i v e  u o s t s

4 o f  s e c u r i n g  m o n e y  from o t h e r  s o u r c e s ,  e x c e p t  f o r  the g e n e r a l  fund, to

5 p a y  f o r  the a c q u i s i t i o n  or c o n s t r u c t i o n  of the p o w e r  p r o j e c t .

6 * Sec. 4. A S  4 4 . 8 3 . 1 1 0 ( b )  is a m e n d e d  to read:

7 (b) N o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n s  of this c h a p t e r ,  th e

8 t r ust i n d e n t u r e ,  t rust a g r e e m e n t  s e c u r e d  l o a n  a g r e e m e n t ,  or  o t h e r

9 i n s t r u m e n t  o r  the r e s o l u t i o n  c o n s t i t u t i n g  a c o n t r a c t  w i t h  b o n d h o l d e r s

10 s h a l l  c o n t a i n  a c o v e n a n t  by the  a u t h o r i t y  t h a t  it w i l l  at al l  t i m e s

11 m a i n t a i n  rates, fees o r  c h a r g e s  s u f f i c i e n t  to pay, a n d  that a c o n t r a c t

12 e n t e r e d  i n t o  b y  the a u t h o r i t y  f o r  t h e  sale, t r a n s m i s s i o n  c*r d i s t r i b u -

13 t i o n  o f  p o w e r  s h a ll  c o n t a i n  r a t e s ,  fees or c h a r g e s  s u f f i c i e n t  to p a y

14 t h e  c o s t s  of o p e r a t i o n  an d  m a i n t e n a n c e  of the p r o j e c t ,  the p r i n c i p a l

15 o f  a n d  i n t e r e s t  o n  b o n d s  i s s u e d  u n d e r  the  t r u s t  a g r e e m e n t  as the s a m e

16 s e v e r a l l y  b e c o m e  due a n d  p a y a b l e ,  **o p r o v i d e  f o r  debt s e r v i c e  c o v e r a g e

17 as c o n s i d e r e d  n e c e s s a r y  by the a u t h o r i t y  f o r  the m a r k e t i n g  of it s

18 b o n d s  a n d  to p r o v i d e  f o r  r e n e w a l s , r e p l a c e m e n t s  a n d  i m p r o v e m e n t s  of

19 the p r o j e c t ,  a n d  to m a i n t a i n  r e s e r v e s  r e q u i r e d  by th e  t e r m s of t h e

20 t r u s t  a g r e e m e n t .  T h i s  s u b s e c t i o n  d o e s  no t  r e q u i r e  a c o v e n ant t h a t

21 v a r i e s  f r o m  a c o v e n a n t  e n t e r e d  i n t o  in a c c o r d a n c e  w i t h  the pi'ovisi o n s

22 o f  A S  4 4 . 8 3 . 3 8 0  - 4 4 . 8 3 . 4 2 5 .

23 * Sec. 5. A S  4 4 . 8 3 . 1 2 0  is a m e n d e d  to read:

24 Sec. 4 4 . 8 3 . 1 2 0 .  V A L I D I T Y  O F  P L E D G E .  It is the i n t e n t i o n  of the

25 l e g i s l a t u r e  tha t  a p l e d g e  m a d e  in r e s p e c t  of b o n d s  i s c o n s i d e r e d

26 p e r f e c t e d  and is [ S H A L L  BE] v a l i d  a n d  b i n d i n g  f r o m  the t i m e  the p l e d g e

27 is m a d e ;  that the m o n e y  or p r o p e r t y  so p l e d g e d  a n d  t h e r e a f t e r  r e c e i v e d

28 b y  t h e  a u t h o r i t y  shall i m m e d i a t e l y  be s u b j e c t  to t h e  l i e n  of th e

29 p l e d g e  w i t h o u t  p h y s i c a l  d e l i v e r y  o r  f u r t h e r  act; and  that th e  l i e n  of
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1 the p l e d g e  s h a l l  b e  v a l i d  a n d  b i n d i n g  as a g a i n s t  all p a r t i e s  h a v i n g

2 c l a i m s  o f  any k i n d  in t ort, c o n t r a c t  o r  o t h e r w i s e  a g a i n s t  th e a u t h o r i -

3 ty i r r e s p e c t i v e  of w h e t h e r  th e  p a r t e s  h a v e  n o t i c e .  N e i t h e r  the

4 r e s o l u t i o n ,  t ru s t  a g r e e m e n t  n o r  any o t h e r  i n s t r u m e n t  b y  w h i c h  a p l e d g e

5 is c r e a t e d  n e e d  be r e c o r d e d  o r  f i le d  u n d e r  the p r o v i s i o n s  of the

6 U n i f o r m  C o m m e r c i a l  C o d e  to b e  p e r f e c t e d  or t o____ b e  v a l i d ,  b i n d i n g  o r

7 e f f e c t i v e  a g a i n s t  t h e  p a r t i e s .

8 * Sec. 6. A S  4 4 . 8 3 . 1 8 5 ( a )  is a m e n d e d  to read:

9 (a) T h e  a u t h o r i t y  s h a l l  s u b m i t  a f e a s i b i l i t y  s t u d y  a n d  p l a n  of

10 f i n a n c e , i n c l u d i n g  a cos t  e s t i m a t e  f r o m  a n i n d e p e n d e n t  s o u r c e , for a

11 p r o p o s e d  n e w  p r o j e c t  to th e  l e g i s l a t u r e .  W h e n  the r e p o r t  o f  the d i v i -

12 s i o n  o f  b u d g e t  a n d  m a n a g e m e n t  e x a m i n i n g  the f e a s i b i l i t y  s t u d y  and p l a n

13 of  f i n a n c e  is c o m p l e t e d  as r e q u i r e d  by A S  4 4 . 8 3 . 1 8 3 ,  it s h a l l  b e  sub-

14 m i t t e d  to the l e g i s l a t u r e .

15 * Sec. 7. A S  4 4 . 8 3 . 1 9 5 ( a )  is a m e n d e d  to read:

16 (a) W h e n  ?. p r o j e c t  is o p e r a t e d  b y  the a u t h o r i t y ,  the a u t h o r i t y

17 s h a l l  e n t e r  i n t o  one o r  m o r e  c o n t r a c t s  f o r t h e  s a l e  of e l e c t r i c a l

18 p o w e r  , e n e r g y, t r a n s m i s s i o n  c a p a c i t y,  o r s e r v ic e  f r o m  th e  p r o j e c t .

19 U n l e s s  t h e  c o n t r a c t  is e n t e r e d  i nto u n d e r  A S  4 4 . 8 3 . 3 8 0  - 4 4 . 8 3 . 4 2 5  , a

20 [A] c o n t r a c t  e n t e r e d  i n t o  u n d e r  this s e c t i o n  s h a l l  m e e t  al l  r e q u i r e -

21 m e n t s  of AS 4 4 . 8 3 . 0 9 0 .

22 " Sec. 8. A S  4 4 . 8 3 . 3 6 1 ( a ) ( 2 )  is a m e n d e d  to read:

23 (2) p r i n c i p a l  [AN D  I N T E R E S T ]  p a y m e n t s  on l o a n s  m a d e  u n d e r

24 this s e c ti o n .

25 * Sec. 9. AS 4 4 . 8 3 . 3 6 1 ( c )  is a m e n d e d  to read:

26 (c) A  l o a n  f r o m  the r u r a l  e l e c t r i f i c a t i o n  r e v o l v i n g  l o a n  f u n d

27 s h a l l  b e a r  an a n n u a l  r a t e  of i n t e r e s t  of t w o  p e r c e n t  of the u n p a i d

28 b a l a n c e  of the loan. I n t e r e s t  r e c e i v e d  o n  a l o a n  m a d e  u n d e r  t h i s  sec-

29 t i o n  m u s t  be t r a n s f e r r e d  m o n t h l y to the co m m i s s i o n e r  of r e v e n u e  for
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1 d e p o s i t  in t h e  g e n e r a l  fund.

2 * Sec. 10. A S  4 4 . 8 3 . 3 6 1 ( d ) ( 2 ) (B) is a m e n d e d  to read:

3 (B) p a y m e n t s  o n  the u n p a i d  b a l a n c e  o f  t h e  pi'incipal o f

4 the l o a n  f o r  e a c h  n - c o n s u m e r  s e r v e d  b y  t h e  e l e c t r i c  s e r v i c e

5 e x t e n d e d  w i t h  the loan p r o c e e d s  [ D U R I N G  T H E  P R E C E D I N G  Y E A R  F O R

6 W H I C H  T H E  L O A N  W A S  M A D E ] ;  p a y m e n t s  o n  t h e u n p a i d  b a l a n c e  of the

7 p r i n c i p a l  of the l o a n  s h a l l  b e  m a d e  at a r a t e  e q u a l  to t h e  d i f -

8 f e r e n c e  b e t w e e n  t h e  a c t u a l  cost of m a k i n g  the s e r v i c e  c o n n e c t i o n

9 to t h e  c o n s u m e r s  a n d  t h e  m i n i m u m  i n v e s t m e n t  p e r  c o n s u m e r  r e q u i r e d

10 of t h e  u t i l i t y  b e f o r e  a l o a n  is m a d e  u n d e r  (b) of t h i s  s e c t i o n .

11 * Sec. 11. A S  4 4 . 8 3 . 3 6 1  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

12 (f) I n  this s e c t i o n ,

13 (1) " c o n s u m e r "  m e a n s  a p e r s o n ,  as d e f i n e d  i n  AS 0 1 . 1 0 . -

14 0 6 0( 7 ) ,  or a g o v e r n m e n t a l  a g e n c y ,  if t he  p e r s o n  o r  g o v e r n m e n t a l  a g e n c y

15 r e q u e s t s  a n d  o f f e r s  to p a y  f o r  e l e c t r i c a l  s e r v i c e  to a f a c i l i t y  o r

16 p a r t  of a f a c i l i t y ;  the a u t h o r i t y  s h a l l  c o n s i d e r  a p e r s o n  w h o ,  o r  a

17 g o v e r n m e n t a l  a g e n c y  that, o f f e r s  to p a y  f o r  e l e c t r i c a l  s e r v i c e  to

18 s e v e r a l  f a c i l i t i e s  to be a s e p a r a t e  c o n s u m e r  f o r  e a c h  f a c i l i t y ,  if

19 e a c h  f a c i l i t y  is p h y s i c a l l y  s e p a r a t e  f r o m  a n o t h e r  f a c i l i t y ,  o t h e r  t h a n

20 t h r o u g h  e l e c t r i c  s e r v i c e  lines, a n d  if the p e r s o n  o r  govei'nmental

21 a g e n c y  r e q u e s t s  a n d  o f f e r s  to p a y  f o r  e l e c t r i c a l  s e r v i c e  to e a c h

22 f a c i l i t y ;

23 (2) " f a c i l i t y "  m e a n s  a s t r u c t u r e  c a p a b l e  of r e c e i v i n g  an d

24 u s i n g  e l e c t r i c a l  energy:; a n d

25 (3) " g o v e r n m e n t a l  a g e n c y "  i n c l u d e s ,  w i t h  r e s p e c t  to the

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

27 body, b o a r d  o f  r e g e n t s ,  a d m i n i s t r a t i v e  b o dy ,  b o a r d ,  c o m m i s s i o n ,  com-

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

29 s c h o o l  b o a r d ,  d e p a r t m e n t ,  d i v i s i o n ,  b u r e a u ,  o r  o t h e r  s u b o r d i n a t e  u n i t ,
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1 w h e t h e r  a d v i s o r y  o r  o t h e r w i s e ,  of th e  sta t e ,  f e d e r a l ,  o r  m u n i c i p a l

2 g o v e r n m e n t .

3 *  Sec. 12. A S  4 4 . 8 3 . 3 8 4 ( b ) ( 1 )  is a m e n d e d  to read:

4 (1) is e c o n o m i c a l l y  f e a s i b l e  [M E E T S  T H E  R E V E N U E  R E Q U I R E -

5 M E N T S  O F  A S  4 4 . 8 3 . 3 9 4 ] ;  and

4 * Sec. 13. A S  4 4 . 8 3 . 3 8 4 ( c )  is a m e n d e d  to reaa:

7 (c) N o t w i t h s t a n d i n g  (b)(1) of thi s  s e c t i o n  a n d  A S  4 4 . 8 3 . 3 9 6  -

8 4 4 . 8 3 . 3 98 [AS 4 4 . 8 3 . 3 9 4  - 4 4 . 8 3 . 3 9 8 ] ,  the fu n d  m a y  be u s e d  by the

9 a u t h o r i t y  to p r o v i d e  m o n e y  f o r  the cost of a p o w e r  p r o j e c t  tha t  is or

10 w a s  e i t h e r  c o n s t r u c t e d  or [AND] o w n e d  b y  t h e  U n i t e d  S t a t e s  g o v e r n m e n t

11 if th e  r e q u i r e m e n t s  of this s u b s e c t i o n  ar e  met. T h e  p r o v i s i o n s  of

12 A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 7  do n o t  a p p l y  to a p o w e r  p r o j e c t  f i n a n c e d

13 u n d e r  thi s  s u b s e c t i o n .  Th e  a u t h o r i t y  m a y  u s e  m o n e y  i n  t h e  f un d  for

14 the cost o f  a p o w e r  p r o j e c t  u n d e r  th i s  s u b s e c t i o n  if

13 (1) t h e l e g i s l a t u r e  e n a c t s  a l a w  a p p r o v i n g  th e  p r o j e c t ;

16 (2) th e  d i v i s i o n  of  b u d g e t  a n d  m a n a g e m e n t  in t h e  O f f i c e  of

17 th e  G o v e r n o r  r e v i e w s  a f e a s i b i l i t y  s t u d y  a n d  a p l a n  of f i n a n c e  f o r  the

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

19 r e q u i r e m e n t s  fo r  a f e a s i b i l i t y  s t u d y  s u b m i t t e d  u n d e r  A S  4 4 . 8 3 . 1 8 1 ( b )

20 a n d  that the p l a n  of f i n a n c e  c o m p l i e s  w i t h  the r e q u i r e m e n t s  for a p l a n

21 of f i n a n c e  s u b m i t t e d  u n d e r  A S  4 4 . 8 3 . 1 8 1 ( c ) ;  and

22 (3) the p r o j e c t  m e e c s  t h e  o t h e r  r e q u i r e m e n t s  o f  thi s  c hap-

23 ter.

24 * Sec. 14. AS 4 4 . 8 3 . 3 8 6  is a m e n d e d  to read:

25 Sec. 4 4 . 8 3 . 3 8 6 .  I N V E S T M E N T  O F  FUND. T h e  D e p a r t m e n t  of R e v e n u e

26 s h a l l  i n v e s t  the m o n e y  in the f u n d  in a c c o r d a n c e  w i t h  A S  3 7 . 1 0 . 0 7 0  an d

27 3 7 . 1 0 . 0 7 5 .  T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l  p r o v i d e  m o n e y  i n  the f u n d

28 to t h e  a u t h o r i t y  o n l y  a f t e r  c o sts h a v e  b e e n  [A C O S T  F O R  A  P R O J E C T  IS]

29 i n c u r r e d  or a m o u n t s  in the f u n d  h a v e  b e e n  o t h e r w i s e  o b l i g a t e d  u n d er
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1 c o n t r a c t s  for the a c q u i s i t i o n  a n d  c o n s t r u c t i o n  of a p r o j e c t .  A m o u n t s

2 tha t h a v e  b e e n  o b l i g a t e d ,  b u t  f o r  w h i c h  c o s t s  h a v e  no t  ye t  b e e n  i n c u r­

3 red. m a y  be s e g r e g a t e d  b y  the D e p a r t m e n t  of R e v e n u e  or t r a n s f e r r e d  to

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

5 s i o n e r  of r e v e n u e .  I n t e r e s t  r e c e i v e d  o n  m o n e y  that is s e g r e g a t e d  or

6 t r a n s f e r r e d  u n d e r  this s e c t i o n  m u s t  b e  d e p o s i t e d  in th e  g e n e r a l  fund.

7 * Sec. 15. A S  4 4 . 8 3 . 3 9 6 ( a )  is a m e n d e d  to read:

8 (a) A  p o w e r  p r o j e c t  tha t  is a c q u i r e d  o r  c o n s t r u c t e d  as p a r r  of

9 the e n e r g y  p r o g r a m  for A l a s k a  is o w n e d L [BY T H E  STATE] an d  s h a l l  be

10 a d m i n i s t e r e d j  by the a u t h o r i t y .

11 * Sec. 16. A S  4 4 . 8 3 . 3 9 6 ( c )  is a m e n d e d  to read:

12 (c) T h e  a u t h o r i t y  s h a l l  e n t e r  i n t o  a c o n t r a c t  o r  lease, u n d e r

13 r e a s o n a b l e  t e r m s an d  c o n d i t i o n s  to p e r m i t  the a p p l i c a n t  u t i l i t y  to

14 o p e r a t e  th e  p o w e r  p r o j e c t  w h e n  the a p p l i c a n t  u t i l i t y  is the o n l y

15 w h o l e s a l e  p o w e r  c u s t o m e r  to b e  s e r v e d  d i r e c t l y  by t h e  p o w e r  p r o j e c t

16 u n l e s s  th e  a u t h o r i t y  d e t e r m i n e s  a u t i l i t y  m a k i n g  a p p l i c a t i o n  fo r a

17 c o n t r a c t  or  lease to o p e r a t e  a p o w e r  p r o j e c t  is not a q u a l i f i e d  u t i l -

18 it y  or is n o t  c a p a b l e  of o p e r a t i n g  that  p o w e r  p r o j e c t  e f f i c i e n t l y  an d

19 in  a m a n n e r  that is c o n s i s t e n t  w i t h  n a t i o n a l  s t a n d a r d s  fo r  the indus-

20 t r y  a n d  w i t h  a g r e e m e n t s  w i t h  b o n d h o l d e r s .

21 * Sec. 17. AS 4 4 . 8 3 . 3 9 6 ( e )  is a m e n d e d  to read:

22 (e) W h e n  the a u t h o r i t y  per'mits a p o w e r  p r o j e c t  to be o p e r a t e d  by

23 a q u a l i f i e d  u t i l i t y  u n d e r  a c o n t r a c t  or lease, the a u t h o r i t y  shall

24 (1) r e v i e w  a n d  a p p r o v e  the a n n u a l  b u d g e t  f o r  the o p e r a t i o n

25 a n d  m a i n t e n a n c e  of the p o w e r  p r o j e c t ;  a n d

26 (2) a s s u r e  that the p r o j e c t  is b e i n g  o p e r a t e d  e f f i c i e n t l y

27 a n d  in a m a n n e r  t h a t  is c o n s i s t e n t  w i t h  n a t i o n a l  s t a n d a r d s  f o r  the

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

29 * Sec. 18. A S  4 4 . 8 3 . 3 9 8 ( c )  is a m e n d e d  to read:
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1 (c) T h e  a u t h o r i t y  s h a l l  t r a n s m i t  all the m o n e y  tha t  it r e c e i v e s

2 u n d e r  (a) of this s e c t i o n  to the c o m m i s s i o n e r  of r e v e n u e  f o r  d e p o s i t

3 i n  th e s t a t e  g e n e r a l  f u n d  e x c e p t  for m o n e y  it has p l e d g e d  o r  o t h e r w i s e

4 c o v e n a n t e d  to s e c u r e  b o n d s  [IN A C C O R D A N C E  W I T H  C O N T R A C T S  W I T H  B O N D -

5 H O L D E R S ] .

6 * Sec. 19. A S  4 4 . 8 3 . 3 9 8 ( e )  is r e p e a l e d  and r e e n a c t e d  to read:

7 (e) A f t e r  d e t e r m i n i n g  th e  w h o l e s a l e  p o w e r  r a t e  f o r  a p o w e r  p r o j -

8 ect u n d e r  the p r o v i s i o n s  of thi s  se c t i o n ,  t h e  a u t h o r i t y  m a y  a d j u s t  t h e

9 ra t e  or c h a n g e  the r a t e  p r o v i s i o n s  to i n s u r e  tha t  t h e  r e v e n u e  d e r i v e d

10 f r o m  t h a t  p o w e r  p r o j e c t  and t h e  a g g r e g a t e  r e v e n u e s  of t h e  a u t h o r i t y

11 w i l l  be a d e q u a t e  to c o m p l y  w i t h  ra t e  c o v e n a n t s  an d  o t h e r  a g r e e m e n t s

12 c o n t a i n e d  in a n y  t r u s t  i n d e n t u r e  or t r us t  a g r e e m e n t  e n t e r e d  i nto by

13 t h e  a u t h o r i t y  f o r  the. s e c u r i t y  of t h e  h o l d e r s  of b o n d s  i s s u e d  to

14 f i n a n c e  the p o w e r  p r o j e c t .

15 * Sec. 20. A S  4 4 . 8 3 . 3 9 8 ( g )  is a m e n d e d  to read: 1 <■''*-! , >.»'"rv'
-fhoi i 'wtrki-a*

16 (g) F o r  the p u r p o s e s  of (b) ( 1 ) ( B ) [AND ( b ) ( 2 ) ( B ) (i i )] of this

17 s e c t i o n ,  a ‘p o w e r  p r o j e c t ' s  p r o p o r t i o n a t e  s h a r e  of de b t  s e r v i c e  o n
\

18 s t a t e  loans anch-bonds f o r  al l p o w e r  p r o j e c t s  in the e n e r g y  p r o g r a m  for

19 A l a s k a  is e q u a l  to t h e  s t a t e ' s  i n v e s t m e n t  in the p o w e r  p r o j e c t  d i v i d e d

20 by the s t a t e ' s  i n v e s t m e n t  in all p o w e r  p r o j e c t s  in the e n e r g y  p r o g r a m

21 f o r  A l a s k a  an d  m u l t i p l i e d  by the d e b t  s e r v i c e  on s t a t e  loans an d  b o n d s

22 f o r  al l  p o w e r  p r o j e c t s  in the e n e r g y  p r o g r a m  f o r  A l a s k a .  I n  this

23 s u b s e c t i o n

24 (1) " s t a t e ' s  i n v e s t m e n t  in the p o w e r  p r o j e c t "  i n c l u d e s  all

25 s t a t e  m o n e y  i n v e s t e d  i n  a p o w e r  p r o j e c t ,  i n c l u d i n g  loans, g r a n t s ,  and

26 p r o c e e d s  f r o m  bon d s,  less  the p r i n c i p a l  r e p a y m e n t s  o n  the p r o j e c t ' s

27 p r o p o r t i o n a t e  s h a r e  o f  d e b t  s e r v i c e  o n  s t a t e loans a n d bonds;

28 (2) " s t a t e ' s  i n v e s t m e n t  i n  all p o w e r  p r o j e c t s  in the e n e r g y

29 p r o g r a m  for A l a s k a "  i n c l u d e s  all s t a t e  m o n e y  i n v e s t e d  in the p o w e r

C S S B  1 6 8 ( R e s ) -8-



1 p r o j e c t s ,  o t h e r " t h a a i ^ i n t e r t i e s , i n  th e  e n e r g y  p r o g r a m  f o r  A l a s k a ,

2 i n c l u d i n g  loans, g r a n t s ,  and..proceeds f r o m  b o n d s ,  less t h e p r i n c i p a l

3 r e p a y m e n t s  on b o n d s  a n d  s t a t e  l oans -.issued for the p o w e r  p r o j e c t s .

4 *  Sec. 21. A S  4 4 . 8 3 . 3 9 8 ( h )  is a m e n d e d  to read:

5 (h) N o t w i t h s t a n d i n g  (g) of t his s e c t i o n ,  in the 1983 s t a t e  fis-

6 cal y e a r  the p r o p o r t i o n a t e  s h a r e  of d e b t  s e r v i c e  u n d e r  (b) o f  t h i s

7 s e c t i o n ,  e x p r e s s e d  as a rate, fo r  a p o w e r  p r o j e c t  fo r  w h i c h  a con-

8 s t r u c t i o n  c o n t r a c t  has  b e e n  a w a r d e d  b e f o r e  the e f f e c t i v e  d a t e  of t his

9 Ac t  m a y  no t  e x c e e d  th e  a v e r a g e  deb t s e r v i c e  c o m p o n e n t  of t h e  w h o l e s a l e

10 p o w e r  r a t e  f o r  all p o w e r  p r o j e c t s  i n  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a .

11 T h e  limit i m p o s e d  b y  this  s u b s e c t i o n  s h a l l  b e  i n c r e a s e d  i n  t h e  1984

12 s t a t e  f i s c a l  y e a t  f o u r  p e r c e n t  a b o v e  the a v e r a g e  d e b t  s e r v i c e  com-

13 p o n e n t  of the w h o l e s a l e  p o w e r  r a t e  f o r  all p o w e r  p r o j e c t s  in the

14 e n e r g y  p r o g r a m  f o r  A l a s k a  a n d  by a n  a d d i t i o n a l  f o u r  p e r c e n t  a b o v e  t hat

15 a v e r a g e  in e a c h  s u c c e e d i n g  s t a t e  f i s c a l  year. If a p p l i c a t i o n  of t his

1G s u b s e c t i o n  r e s u l t s  i n  the p r o d u c t i o n  of i n s u f f i c i e n t  r e v e n u e  to pa y

17 the t o t a l  d e b t  s e r v i c e  fo r  all p r o j e c t s  i n  the e n e r g y  p r o g r a m  for

18 A l a s k a ,  a p r o j e c t  that d o e s  n o t  h a v e  its s h a r e  of  d e b t  s e r v i c e  l i m i t e d

19 u n d e r  t h i s  s u b s e c t i o n  s h a l l  be s u b j e c t  to a r ate in a d d i t i o n  to the

20 rat e  e s t a b l i s h e d  u n d e r  (b) of this s e c t i o n .  T h e  a d d i t i o n a l  r a t e  is

21 th e r a t e  that the a u t h o r i t y  e s t i m a t e s  is n e c e s s a r y  to p r o d u c e  r e v e n u e

22 that is s u f f i c i e n t  to p a y  the d i f f e r e n c e  b e t w e e n  the t o t a l  d e b t  ser-

23 v i c e  for all p r o j e c t s  in the e n e r g y  p r o g r a m  fo r  A l a s k a  a n d  the r e v e n u e

24 a c t u a l l y  p r o d u c e d  to p a y  that d e b t  s e r v i c e ,  m u l t i p l i e d  by a f r a c t i o n

25 w h o s o  n u m e r a t o r  is t h e  to t a l  cost of th e p r o j e c t  an d  w h o s e  d e n o m i n a t o r

26 is the t o t a l  cost of all of the p r o j e c t s  that are s u b j e c t  to the

27 a d d i t i o n a l  rate. In t his s u b s e c t i o n ,  "p r o j e c t s  in  the e n e r g y  p r o g r a m

28 f o r  A l a s k a "  d o e s  n o t  i n c l u d e  an i n t e r t i e  that i s a u t h o r i z e d  as a

29 s e p a r at e  p r o j e c t  a s __ d e s c r i b e d  in  ( f ) of thi s  s ection.
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1 * Sec. 22. A S  4 4 . 8 3 . 4 2 5 ( 2 )  is a m e n d e d  to read:

2 (2) " d e b t  s e r v i c e "  m e a n s  the a m o u n t s  c o v e n a n t e d  w i t h  re-

3 spet l to, or p l e d g e d  to pay, b o n d s  u n d e r  a t r u s t  a g r e e m e n t  s e c u r i n g

4 [CASH F L O W  N E C E S S A R Y  T O  SECUR E ]  bonds;

5 * Sec. 23. A S  4 4 . 8 3 . 1 8 6 ,  4 4 . 8 3 . 1 9 5 ( b ) ,  4 4 . 8 3 . 3 8 2 ( b ) ( 2 ) ,  4 4 . 8 3 . 3 9 4  a n d

6 44. 8 3 . 3 3 8  (Jb) (-2-) a r e  r e p e a l e d .

7 * Sec. 24. T h i s  Ac t  t akes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 0 1.-

8 1 0 . 0 7 0 ( c ) .
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Amendment. No. 1
\

Sec.  20 i s  repealed and reenacted  to read:
/ / e  fi J Se-cL 2 &

AS44.83.398(b)(2)  i s  amended to read:

)Q0'0
(2) I f ,  by J u l y ,  (1986) ,  -1993, the  l e g i s l a t u r e  has not  appropr i a t ed  

a t  le^.st  ($5,000,000,000)  $3,500,000,000 to  the fund,  in a d d i t i on  to 
a p pr o p r i a t i o ns  to the  fund of  i n t e r e s t  earned on money in the  fund,  the 
a u t h o r i t y  s h a l l ,  beginning on t h a t  d a t e ,  e s t a b l i s h  and mainta in a s epa ra t e  
wholesale  power r a t e  a pp l i ca b l e  to  each power p r o j e c t  t h a t  i s  acqui red or  
c ons t ru c t ed  under the  energy program f o r  Alaska.  The wholesale  power r a t e  
sha l l  be computed by the  a u t h o r i t y  a nnua l l y ,  or  more f r e que n t l y  as may be 
ne ce ss a r y ,  and sha l l  be the  g r e a t e r  of

(A) 10 pe rcent  of  the  amount the a u t h o r i t y  has inves ted  in the  power 
p r o j e c t ,  inc luding leans  and g r a n t s  made by the  s t a t e ;  or

(B) the  r a t e  t h a t  the  a u t h o r i t y  e s t i ma t e s  i s  necessary  to produce 
revenue s u f f i c i e n t  to  pay

( i )  o pe r a t i o n ,  maintenance,  and equipmen; replacement  cos t s  of  the 
power p r o j e c t ;

( i i )  the power p r o j e c t ' s  p r op o r t i on a te  share  of  debt  se rv i c e  on s t a t e  
loans  and bonds f o r  a l l  power p r o j e c t s  in the  energy program f o r  Alaska,  
determined in accordance wi th (g) o f  t h i s  s e c t i on ;  and

( i i i )  s a fe t y  i n s pe c t i ons  and i n v e s t i g a t i o n s  of  the  oov/er p r o j e c t  by 
the  a u t h o r i t y .

Proposed Amendments to CSSB168 (Resources)



CS SB 168 ( F inance) 

L e t t e r  of I n t e n t

T h e  L e g i s l a t u r e ,  in e n a c t i n g  l e g i s l a t i o n  establishr'-'g the E n e r g y  

P r o g r a m  f o r  A l a s k a ,  e x p r e s s e d  its d e s i r e  to p r o v i d e  the l o w e s t  

r e a s o n a b l e  p o w e r  c o s t s  to c o n s u m e r s .  T o  f u r t h e r  a c h i e v e  that end, 

it is the i n t e n t  of the L e g i s l a t u r e  to t a k e  a p p r o p r i a t e  a c t i o n  to 

e n h a n c e  t h e  A l a s k a  P o w e r  A u t n o r i t y ' s  a b i l i t y  to o b t a i n  l o n g - t e r m  

b o n d  f i n a n c i n g  at the l o w e s t  p o s s i b l e  cost.

T h e  L e g i s l a t u i e  r e q u e s t s  the P o w e r  A u t h o r i t y  to f u l l y  e x p l o r e  and 

s t u d y  the d e s i r a b i l i t y  and i m p l i c a t i o n s  of a l l o w i n g  the A l a s k a  

P o w e r  A u t h o r i t y  to s e l l  a p o w e r  p r o j e c t  to a q u a l i f i e d  u t i l i t y  and 

r e p o r t  its f i n d i n g s  a n d  r e c o m m e n d a t i o n s  to the S e c o n d  S e s s i o n  of 

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

s h o r t - t e r m  a n d  l o n g - t e r m  i m p a c t s  of the p r o p o s a l  on the i n d i v i d u a l  

p r o j e c t s ,  as w e l l  as o n  the o v e r a l l  E n e r g y  P r o g r a m  f o r  Alas ka .

To f a c i l i t a t e  c o n s u m m a t i o n  of the p o w e r  s a l e  a g r e e m e n t s  and  to 

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

e x i s t i n g  e n e r g y  r a t e s  in the e a r l y  y e a r s  of the n e w  p r o j e c t ( s ) ,  the 

L e g i s l a t u r e  r e q u e s t s  the P o w e r  A u t h o r i t y  to s t u d y  the p r o b l e m  

e x p e d i t i o u s l y  and r e c o m m e n d  s o l u t i o n s  to t h e  S e c o n d  S e s s i o n  of the 

T h i r t e e n t h  L e g i s l a t u r e .  T h e  s o l u t i o n s  p r o p o s e d  s h o u l d  c o n s i d e r  the 

use of s t a t e  e q u a l i z a t i o n  g r a n t s  or loans.

T h e  L e g i s l a t u r e  a l s o  r e q u e s t s  the P o w e r  A u t h o r i t y  to e x a m i n e  tha 

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

p u r c h a s e  p o w e r  f r o m  a P o w e r  A u t h o r i t y  p r o j e c t  to set l o w e r  r a t e s 

for i n d u s t r i a l  c o n s u m e r s  than the r a t e s  c h a r g e d  r e s i d e n t i a l  

c o n s u m e r s .

It is the f u r t h e r  i n t e n t  of th e  L e g i s l a t u r e  that the P o w e r  A u t h o r i t y  

c o n s i d e r  e x t e n d i n g  its s h o r t  t e r m  d e b t  w h i c h  is c u r r e n t l y  o u t s t a n d i n g  

u n t i l  the L e g i s l a t u r e  h a s  ha d  an o p p o r t u n i t y  to a d d r e s s  a l l  of 

t h e s e  i s s u e s  n e x t  year.



S t a t e  o f  -A l a  s  fi-a 
office: of the: g o v e r n o r  

J u n e a u

M a r c h  9, 1983

Th e  H o n o r a b l e  J a l m a r  K e r t t u l a  
P r e s i d e n t  of t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  

• J u n e a u ,  A l a s k a  9 9311

D e a r  Mr. P r e s i d e n t :

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to the 
A l a s k a  P o w e r  A u t h o r i t y .  T h i s  b i l l  c o n t a i n s  s e v e r a l  a m e n d­
m e n t s  to A S  4 4 . 8 3  which- w o u l d  f a c i l i t a t e  the i s s u a n c e  cf 
l o n g  t e r m  r e v e n u e  b o n d s  b y  t h e  a u t h o r i t y .  It a l s o  i n­
c l u d e s  s e v e r a l  a m e n d m e n t s  i n t e n d e d  t o  r e s o l v e  e x i s t i n g  
a m b i g u i t i e s  in t h e  law. It d o e s  n o t  a l t e r  t h e  r o l e  of the 
A l a s k a  P o w e r  A u t h o r i t y  in s t a t e  g o v e r n m e n t .  T h e  e f f e c t  o f  
e a c h  s e c t i o n  o f  t h e  b i l l  is as f o l l o w s :

S e c t i o n  1 —  A m e n d s  A S  4 4 . 8 3 . 0 4 0 ( a )  to r e q u i r e  an a f f i r m a­
t i v e  v o t e  o f  a m a j o r i t y  of t h e  m e m b e r s  p r e s e n t  to a p p r o v e  
b o a r d  a c t i o n .

S e c t i o n  2 —  T h i s  s e c t i o n  p e r m i t s  m e e t i n g s  b y  e l e c t r o n i c  
m e d i a  u n d e r  c a r e f u l l y  p r e s c r i b e d  c o n d i t i o n s .  T h i s  p e r m i s­
sio n  h a s  b e e n  g i v e n  to the A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  
A u t h o r i t y  a n d  t h e  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  a nd 
h a s  b e e n  f o u n d  to be v e r y  v a l u a b l e  g i v e n  the d i s t a n c e  and 
w e a t h e r  p r o b l e m s  f o r  m e e t i n g s  in A l a s k a .  3t>brsect-i-on— (d) 
r e q u i r e s  that-— a  d i r e c t o r  “m u s t  a b s t a i n  f r o m  v o t i n g - a n d - d i s­
c l o s e  t h e  r e a s o n  f o r  a b s t e n t i o n  if a c o n f l i c t  O f  "“in t e r e s t s  
e x i s t s .

S e c t i o n  3 —  T h i s  s e c t i o n  m a k e s  i t  p e r m i s s i v e  r a t h e r  t h a n  
m a n d a t o r y  t h a t  t h e  a u t h o r i t y  i s s u e  b o n d s  f o r  the e n e r g y  
p r o g r a m  a n d  p r o v i d e s  t h a t  t h o s e  b o n d s  m a y  b e  p a i d  o f f  f r o m  
the g e n e r a l  s o u r c e s  s p e c i f i e d .  P a r a g r a p h  (2) a l r e a d y  r e­
q u i r e s  t h a t  t h e  a u t h o r i t y  d e t e r m i n e  as a p r e c o n d i t i o n  to 
i s s u i n g  b o n d s  t h a t  a l t e r n a t i v e  s o u r c e s  o f  m o n e y  w o u l d  be 
m o r e  e x p e n s i v e .  C l a r i f y i n g  a m e n d m e n t s  a r e  a l s o  i n c l u d e d  
in this s e c t i o n .
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S e c t i o n  4 —  T h i s  a m e n d m e n t  w o u l d  e n s u r e  t h a t  t h e  r a t e

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

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

A S  4 4 . 8 3 . 3 8 0  —  4 4 . 8 3 . 4 2 5 .

i. i S e c t i o n  5 —  T h i s  i s  a t e c h n i c a l  a m e n d m e n t  t o  c o n f o r m  t o

l ' U n i f o r m  C o m m e r c i a l  C o d e  l a n g u a g e .  (AS 4 5. 09)
t *

‘ S e c t i o n  6 —  T h i s  a m e n d m e n t  e n s u r e s  t h a t  a f e a s i b i l i t y

- ' s t u d y  o f  a  p r o p o s e d  ~-o j e c t  w i l l  i n c l u d e  a n  i n d e p e n d e n t

c o s t  e s t i m a t e .

S e c t i o n  7 —  T h i s  a m e n d m e n t  m a k e s  c l e a r  w h i c h  s e c t i o n s  o f  

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

t h e  p o w e r  a u t h o r i t y  t o  e n t e r  i n t o  p o w e r  s a l e s  c o n t r a c t s  
f o r  e n e r g y  t r a n s m i s s i o n  a s  w e l l  a s  ( u n d e r  e x i s t i n g  law) 

p r o d u c t i o n .

S e c t i o n s  8 a n d  9 —  T h e s e  a m e n d m e n t s  p r o v i d e  t h a t  i n t e r e s t  

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

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

S t a t e ,  3 A . N - 8 2 - 4 9 2  C I V )  t h a t  t h e  p r e s e n t  s t a t u t e  a u t h o r i z ­

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

f u n d s . '  A l a s k a  C o n s t ,  a r t .  IX, s e c .  7.

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

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

'v i n g  l o a n  f u n d  p r o g r a m .

J A * - : f
1 S e c t i o n  15L —  T h i s  a m e n d m e n t  w i l l  e n s u r e  t h a t  a p o w e r

I**" >t •' p r o j e c t  o w n e d  b y  t h e  U n i t e d  S t a t e s  o n  w h i c h  t h e  c o r p o r a -

, jL: / / ' t i o n  s p e n d s  m o n e y  n e e d  n o t  c o n t i n u e  t o  b e  o w n e d  b y  t h e
' > 1 / '" U n i t e d  S t a t e s  i n  o r d e r  f o r  t h e  e x p e n d i t u r e s  t o  b e  v a l i d .

v" ;

i

1

j'J S e c t i o n  i-3. —  T h i s  a m e n d m e n t  w i l l  e n a b l e  t h e  a u t h o r i t y  t o  

e n s u r e  b o n d h o l d e r s  t h a t  m o r  'y w h i c h  h a s  b e e n  a p p r o p r i a t e d  
t o  s u p p l e m e n t  b o n d  p r o c e e d s  f i n a n c i n g  a p r o j e c t  m a y  b e  

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

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

S e c t i o n

r e t u r n
1 4  —  T h i s  a m e n d m e n t  d e l e t e s  a n  a m b i g u o u s  r a t e - o f -  

a n a l y s i s  f o r  p r o j e c t  f e a s i b i l i t y ,  . a n d ^ - r e t a i n s *

" e c o n o m i c  f e a s i b i l i t y ^  a s  t h e  t e s t .

\



S e c t i o n  1 5  —  T h i s  a m e n d m e n t  m a k e s  c l e a r  t h a t  t h e  a u t h o r i ­

ty, w h i c h  i s  a n  e n t i t y  o f  t h e  s t a t e ,  o w n s  p r o j e c t s  w h i c h  

i t  a c q u i r e s  o r  c o n s t r u c t s .  T h i s  i s  n e c e s s a r y  t o  a s s u r e  
t h e  a u t h o r i t y ' s  a b i l i t y  t o  p l e d g e  i t s  r e c e i p t s  f r o m  p r o j ­
e c t s  t o  s e c u r e  b o n d s .

S e c t i o n  16 —  T h i s  a m e n d m e n t  g i v e s  s t a n d a r d s  f o r  t h e  a u ­

t h o r i t y ' s  d e t e r m i n a t i o n  o f  w h e t h e r  a u t i l i t y  i s  q u a l i f i e d  

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

S e c t i o n s  1 7  a n d  18 —  T h e s e  a m e n d m e n t s  w o u l d  e n s u r e  t h a t  

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

S e c t i o n  1 9  —  T h i s  a m e n d m e n t  d o e s  n o t  a l t e r  t h e  w h o l e s a l e  

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

a d j u s t m e n t s  o n l y  a s  n e c e s s a r y  i n  o r d e r  t o  c o m p l y  w i t h  
b o n d i n g  a g r e e m e n t s .
L -**' ..

S e c t i o n  20 —  T h i s  i s  a . t e c h n i c a l  " c l a r i f i c a t i o n . ’
/  ,  ~  _  i ' / V - w  S -  • * '  '■ f  u f Z t  / . * .  t '

S e c t i o n  2li-—  T h i s  s e c t i o n  a m e n d s  t h e  d e f i n i t i o n  o f  " d e b t  
s e r v i c e "  t o  i n c l u d e  a m o u n t s  c o v e n a n t e d  o r  p l e d g e d  t o  p a y  

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

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

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

S e c t i o n  "̂ 2- T h i s  s e c t i o n  r e p e a l s  t h e  f o l l o w i n g  s e c t i o n s :

(1) A S  4 4 . 8 3 . 1 9 5 ( b ) ,  r e q u i r i n g  r a t e  r e d u c t i o n  a t  t h e  

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

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

(2) A S  4 4 . 8 3 . 3 8 2 ( b ) (2), s t a t i n g  w h a t  t h e  p o w e r  d e v e l ­
o p m e n t  f u n d  i n c l u d e s ,  i s  r e p e a l e d  b e c a u s e  p o w e r  s a l e s  r e ­

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

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

(3) A S  4 4 . 8 3 . 3 9 8 ( b ) (2), t h e  p o r t i o n  o f  t h e  w h o l e s a l e  

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

o n  t h e  a p p r o p r i a t i o n  o f  $ 5 , 0 0 0 , 0 0 0 , 0 0 0  t o  t h e  p o w e r  d e v e l ­

o p m e n t  f u n d  b e f o r e  J u l y  1, 1 9 8 6 ,  i s  r e p e a l e d  b e c a u s e  i t  

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

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



-bi­

s e c t i o n  w i l l  m o o t  the c l a i m  in a p e n d i n g  l a w s u i t  r h a t  A S  
4 4 . 8 3 . 3 9 8 ( b ) ( 2 )  is u n c o n s t i t u t i o n a l .  t r u s t e e s  of A l a s k a  

v. S t a t e , No. 3 A N - 8 2 - 4 9 2  CIV.

S e c t i o n  -2-2, —  
f e c t i v e  date.

T h i s  s e c t i o n  p r o v i d e s  for an i m m e d i a t e  e f -

S i n c e r e l y ,

B i l l  S h e f f  
G o v e r n o r
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Mr.  P r e s i d e n t :  

The Commi t t e e  on

A / 2 7 / 8 3

COMMITTEE REPORT

SENATE

FURTHER

STATE A F F A IR S

D a t e :

has had SB 168

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

unde r  c o n s i d e r a t i o n  and (a m a j o r i t y  o f  t h e  c ommi t t e e )  ( t he  c ommi t t e e )  
r e p o r t s  i t  back w i t h  t h e  f o l l o w i n g  r e c ommenda t i o n s :

[ ] do pass [ ] do no t  pass

[ ] do pass w i t h  a t t a c h e d  amendmen t s ( s )

CHAIRMAN



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

o f f i c e. or t h e  g o v e p n o ^

J UN" E A U

M a r c h  9, 1983

The H o n o r a b l e  J a l m a r  K e r t t u l a  
P r e s i d e n t  of the S e n a t e  
A l a s k a  State L e g i s l a t u r e  
P o u c h  V
Juneau, A l a s k a  99811 

Dear Mr. President:

Un d e r  the a u t h o r i t y  of art. Ill, sec. 18, of the A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a bill r e l a t i n g  to the 
A l a s k a  Power  Autho r i t y .  This bill c o n t a i n s  several a m e n d­
ment s  to AS 4 4 . &3 w h i c h  w o u l d  f a c i l i t a t e  the i s s u a n c e  of 
long term r e v e n u e  bonds by the authority. It also i n­
clud e s  sever al a m e n d m e n t s  i n t e n d e d  to r e s o l v e  e x i s t i n g  
a m b i g u i t i e s  in the law. It does n o t  a lter the role of the 
A l a s k a  P owe r A u t h o r i t y  in state government. The e f f e c t  of 
each section of the bill is as follows:

Se ction 1 -- A m e n d s  AS 44.83.040(a) to r e q u i r e  an a f f i r m a­
tive vote of a m a j o r i t y  of the m e m b e r s  p r e s e n t  to a p p r o v e  
bo a r d  action.

Se c t i o n  2 -- This s e cti on p e r m i t s  m e e t i n g s  by e l e c t r o n i c  
m e d i a  under c a r e f u l l y  p r e s c r i b e d  conditions. This p e r m i s­
sion has been given to the A l a s k a  Indust r i a l  D e v e l o p m e n t  
A u t h o r i t y  and the A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  and 
has bee n found to be v e r y  v a l u a b l e  g i v e n  the d i s t a n c e  and 
w e a r h e r  p r o b l e m s  for m e e t i n g s  in Alaska. S u b s e c t i o n  (d) 
r e q u i r e s  that a d i r e c t o r  m u s t  a b s t a i n  from v o ti ng and d i s­
close the r easo n for a b s t e n t i o n  if a c o n f l i c t  of i n t e r e s t s  
e x i s t s .

S e c t i o n  3 -- This s e c t i o n  m a k e s  it p e r m i s s i v e  r a t h e r  than 
m a n d a t o r y  that the a u t h o r i t y  issue b onds for the e nergy  
p r o g r a m  and p r o v i d e s  t h a t  those bo nds m a y  be paid off from 
the general s o urces specified. P a r a g r a p h  (2) a l r e a d y  r e­
qui r e s  that the a u t h o r i t y  d e t e r m i n e  as a p r e c o n d i t i o n  to 
i s s u i n g  bonds that a l t e r n a t i v e  sources of m o n e y  w o u l d  be 
m o r e  expensive. C l a r i f y i n g  a m e n d m e n t s  are also i n c l u d e d  
in this section.
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S e c t i o n  4 —  This a m e n d m e n t  w o u l d  e n s u r e  that the rate
c o v e n a n t  r e q u i r e d  for b o n d i n g  is not i n c o n s i s t e n t  w i t h  the 
rate r e q u i r e d  u n d e r  the e n e r g y  p r o g r a m  for Alaska. 
AS 4 4 . 8 3 . 3 8 0  -- 44.83.425.

S e c t i o n  5 -- This is a t e c h n i c a l  a m e n d m e n t  to c o n f o r m  to
U n i f o r m  C o m m e r c i a l  C o d e  language. (AS 45.09)

S e c t i o n  6 -- This a m e n d m e n t  e n s u r e s  that a f e a s i b i l i t y
study of a p r o p o s e d  p r o j e c t  w i l l  i n clude an i n d e p e n d e n t  
cost estimate.

S e c t i o n  7 —  This a m e n d m e n t  m a k e s  c l e a r  w h i c h  sections  of 
the s t a t u t e s  g o v e r n  p o w e r  sales agreements, and requir es 
the p o w e r  a u t h o r i t y  to e n t e r  into p o w e r  sales c o n t racts 
for e n e r g y  t r a n s m i s s i o n  as well as (under e x i s t i n g  law) 
p r o d u c t i o n .

S e c t i o n s  8 and St -- T hese a m e n d m e n t s  p r o v i d e  that i n t erest 
r e c e i v e d  by the A P A  on loans for rural e l e c t r i f i c a t i o n  
will be d e p o s i t e d  in the g e n e r a l  fund. This will settle 
the c l a i m  in a p e n d i n g  l a w s u i t  (T r u s t e e s  for A l a s k a  v. 
S t a t e , 3AN-82 - 4 9 2  CIV) that the p r e s e n t  s t atute a u t h o r i z­
ing d e p o s i t  of that i n t e r e s t  in the rural e l e c t r i f i c a t i o n  
fund v i o l a t e s  the c o n s t i t u t i o n a l  p r o h i b i t i o n  of d e d i c a t e d  
funds. A l a s k a  Const, art. IX, sec. 7.

S e c t i o n s  10 and 11 -- T h e s e  s e c t i o n s  c l arif y u n c l e a r  or
a m b i g u o u s  p r o v i s i o n s  of the rural e l e c t r i f i c a t i o n  r e v o l v­
ing l o a n  fund program.

S e c t i o n  12 -- This a m e n d m e n t  wi ll e nsure that a p o w e r
p r o j e c t  o wned by the U n i t e d  S t ates on w h i c h  the c o r p o r a­
tion spends m o n e y  need n o t  c o n t i n u e  to be o wned  by the 
U nite d States in o r d e r  for the e x p e n d i t u r e s  to be valid.

S e c t i o n  13 -- This a m e n d m e n t  will e n a b l e  the a u t h o r i t y  to 
e n s u r e  b o n d h o l d e r s  that m o n e y  w h i c h  has been a p p r o p r i a t e d  
to s u p p l e m e n t  bond p r o c e e d s  f i n a n c i n g  a p r o j e c t  m a y  be 
s e g r e g a t e d  by the c o m m i s s i o n e r  of r e v e n u e  or tran s f e r r e d  
to the a u t h o r i t y  b e f o r e  c ost s are incurred. Interes t 
e a r n e d  on this m o n e y  w o u l d  a c c r u e  to the general fund. 
This p r o v i s i o n  is c r i t i c a l  to the m a r k e t a b i l i t y  of A P A  
r e v e n u e  bonds.

S e c t i o n  14 -- This a m e n d m e n t  d e l e t e s  an a m b i g u o u s  r a t e - o f -  
r e t u r n  a n a l y s i s  for p r o j e c t  feasibility , and r e t a i n s  
" e c o n o m i c  f e a s i b i l i t y "  as the test.
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Se c t i o n  15 —  This a m e n d m e n t  m a k e s  c l e a r  that the a u t h o r i­
ty, w h i c h  is an e n t i t y  of the state, owns  p r o j e c t s  w h i c h  
it a c q u i r e s  or c onstru cts. This is n e c e s s a r y  to a ssure 
the a u t h o r i t y ' s  a b i l i t y  to p l e d g e  its r e c e i p t s  from p r o j­
ects to s ecure bonds.

S e c t i o n  16 —  This a m e n d m e n t  gives s t a n d a r d s  for the a u­
thor i t y ' s  d e t e r m i n a t i o n  of w h e t h e r  a u t i l i t y  is q u a l i f i e d  
to o p e r a t e  a p o w e r  p r o j e c t  of the authority.

S e c t i o n s  17 and 18 -- T hese a m e n d m e n t s  w o u l d  e nsure that 
the o p e r a t i o n  of p r o j e c t s  and the h a n d l i n a  of p r o j e c t  r e v­
enues are c o n s i s t e n t  w i t h  a g r e e m e n t s  w i t h  bondholders.

Se c t i o n  19 -- This a m e n d m e n t  do es n o t  alter the w h o l e s a l e  
p ower rate  p r e s c r i b e d  by l a w  but p e r m i t s  the A P A  to make 
a d j u s t m e n t s  o n l y  as n e c e s s a r y  in o r d e r  to c o m p l y  w i t h  
b o n d i n g  a g r e e m e n t s .

Se c t i o n  20 -- This is a t e c h n i c a l  c l a r i fica tion.

S e c t i o n  21 —  This s e c t i o n  a m e n d s  the d e f i n i t i o n  of "debt 
service" to i n c l u d e  a m o u n t s  c o v e n a n t e d  or p l edged to pay 
bonds. The p r e s e n t  language, "the c a s h  flow n e c e s s a r y  to 
s e cur e b o n ds," could be n a r r o w l y  c o n s t r u e d  to p r e v e n t  the 
r e t e n t i o n  of s u f f i c i e n t  m o n e y  to a d e q u a t e l y  secure bond 
o b l i g a t i o n s .

S e c t i o n  22 -- This s e c t i o n  r e p e a l s  the f o l l o w i n g  sections:

(1) 7-vS 4 4 . 8 3 . 1 9 5 ( b ) ,  r e q u i r i n g  rate r e d u c t i o n  at the 
e x p i r a t i o n  of contracts , is r e p e a l e d  b e c a u s e  such a r e d u c­
tion w o u l d  c o n f l i c t  w i t h  the p o o l i n g - o f - c o s t s  c o n c e p t  e m­
bod i e d  in the e n e r g y  p r o g r a m  for Alaska.

(2) A S  44.83.382(b) (2), s t a t i n g  w h a t  the p o w e r  d e v e l­
op m e n t  fund includes, is r e p e a l e d  b e c a u s e  p o w e r  sales r e­
ceip t s  m u s t  i n i t i a l l y  go into the g e n e r a l  fund (and only 
then be a p p r o p r i a t e d )  u n l e s s  those r e c e i p t s  are p l e d g e d  to 
a p a r t i c u l a r  d e b t  s e r v i c e  fund.

(3) AS 4 4 . 8 3 . 3 9 8 ( b ) (2), the p o r t i o n  of the w h o l e s a l e  
power r a t e  p r o v i s i o n  w h i c h  m a k e s  future rates c o n t i n g e n t  
on the a p p r o p r i a t i o n  of $ 5 , 0 0 0 , 0 0 0 , 0 0 0  to the power d e v e l­
op m e n t  fund b e f o r e  July 1, 1986, is r e p e a l e d  b e c a u s e  it 
in jects into rate making' an u n c e r t a i n t y  w h i c h  impedes b o t h  
the A P A  and local u t i l i t i e s  in p l a n n i n g  for the cost of 
power to be g e n e r a t e d  by A P A  projects. Repeal of this
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s e c t i o n  w i l l  m o o t  the c l a i m  in a p e n d i n g  l a wsuit that AS 
44.83. 398 (b) (2) is u n c o n s t i t u t i o n a l .  T r u stees of A l a s k a  

v . 'S t a t e, No. 3A N - 8 2 - 4 9 2  CIV.

Se c t i o n  23 —  This section p r o v i d e s  for an imm ediate e f­

fec t i v e  date.

S i n c e r e l y ,

B:
G o v e r n o r



I n t r o d u c e d :  3 / 9 / 8 3
R e f e r r e d :  R e s o u r c e s ,  S t a t e  A f f a i r s

a n d  F i n a n c e

BY T H E  R U L E S  C O M M I T T E E  BY
1 IN T H E  S E N A T E  R E Q U E S T  O F  T H E  G O V E R N O R

2 S E N A T E  B I L L  NO. 168

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  Ac t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to th e  A l a s k a  P o w e r  A u t h o r i t y ;  a n d

7 p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

8 B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L AS K A :

9 * S e c t i o n  I. A S  4 4 . 8 3 . 0 4 0  is a m e n d e d  to read:

10 Sec. 4 4 . 8 3 . 0 4 0 .  O F F I C E R S ; M E E T I N G S ;  [AND] Q U O R U M .  T h e  d i r e c t o r s

11 s h a l l  e l e c t  o ne  of t h e i r  n u m b e r  as c h a i r m a n  a n d  m a y  e l e c t  o t h e r  offi-

12 cers t hey d e t e r m i n e  d e s i r a b l e .  T h e  p o w e r s  of the a u t h o r i t y  are v e s t e d

13 in t h e d i r e c t o r s ,  and f o u r  d i r e c t o r s  of the a u t h o r i t y  c o n s t i t u t e  a

14 q u o r u m .  A c t i o n  m a y  be t a k e n  and m o t i o n s  an d  r e s o l u t i o n s  a d o p t e d  by

15 the a u t h o r i t y  at a m e e t i n g  by the a f f i r m a t i v e  v o t e  of a m a j o r i t y  of

16 the [AT L E A S T  T H R E E ]  d i r e c t o r s  p r e s e n t . T h e  d i r e c t o r s  of the a u t h o r i -

17 ty s e r v e  w i t h o u t  c o m p e n s a t i o n ,  but they s hall r e c e i v e  the s a m e  t r a v e l

18 pa y  an d p e r  d i e m  as p r o v i d e d  by law f o r  b o a r d  m e m b e r s ,

19 * Sec. 2. AS 4 4 . 8 3 . 0 4 0  is a m e n d e d  by a d d i n g  n e w  s u b s e c t i o n s  to read:

20 (b) T h e  b o a r d  m a y  me e t  a n d  t r a n s a c t  b u s i n e s s  b y  an e l e c t r o n i c

21 m e d i u m  if

22 (1) p u b l i c  n o t i c e  of the time an d l o c a t i o n s  w h e r e  the m e e t -

23 ing w i l l  be h e l d  by a n  e l e c t r o n i c  m e d i u m  has b e e n  g i v e n  in  the s a m e

24 m a n n e r  as if th e  m e e t i n g  w e r e  h e l d  i n  a s i n g l e  location;

25 (2) p a r t i c i p a n t s  an d  m e m b e r s  of the p u b l i c  in a t t e n d a n c e

26 c a n  h e a r  a n d  h a v e  the  s a m e  r i g h t  to p a r t i c i p a t e  in the m e e t i n g  as if

27 the m e e t i n g  w e r e  c o n d u c t e d  in p e r s o n ;  and

28 (3) c o p i e s  of p e r t i n e n t  r e f e r e n c e  m a t e r i a l s ,  s t a t u t e s ,  reg-

29 u l a t i o n s ,  a n d  a u d i o - v i s u a l  m a t e r i a l s  are r e a s o n a b l y  a v a i l a b l e  to



1 p a r t i c i p a n t s  a n d  to the publi c .

2 (c) A m e e t i n g  by a n  e l e c t r o n i c  m e d i u m  as p r o v i d e d  i n  t h i s  sec-

3 t i o n  has the s a m e  l e g a l  e f f e c t  as a m e e t i n g  in p e rs o n .

4 (d) A  d i r e c t o r  of the a u t h o r i t y  m a y  n o t  v o t e  on  a r e s o l u t i o n  o f

5 the a u t h o r i t y  r e l a t i n g  to a l e a s e  o r  c o n t r a c t  to be e n t e r e d  i n t o  b y

6 the a u t h o r i t y  u n d e r  this c h a p t e r  if the d i r e c t o r  is a p a r t y  to th e

7 l e a s e  o r  c o n t r a c t  o r  has a d i r e c t  o w n e r s h i p  or e q u i t y  i n t e r e s t  in a

8 firm, p a r t n e r s h i p ,  c o r p o r a t i o n ,  or a s s o c i a t i o n  that is a p a r t y  to the

9 c o n t r a c t  o r  lease. W h e n  a b s t a i n i n g  f r o m  v o t i n g ,  th e  d i r e c t o r  m u s t

10 d i s c l o s e  the r e a s o n  fo r  th e  a b s t e n t i o n .  A  r e s o l u t i o n  of the a u t h o r i t y

11 that is a p p r o v e d  by a m a j o r i t y  of t h e  d i r e c t o r s  p r e s e n t  w h o  a r e  n o t

12 b a r r e d  f r o m  v o t i n g  u n d e r  t his s u b s e c t i o n  is a v a l i d  a c t i o n  of th e

13 a u t h o r i t y  for all p u r p o s e s .

14 * Sec. 3. A S  4 4 . 8 3 . 1 0 5  is a m e n d e d  to read:

15 Sec. 4 4 . 8 3 . 1 0 5 .  B O N D S  F O R  P O W E R  P R O J E C T S  U N D E R  T H E  E N E R G Y  P R O -

16 G R A M  F O R  A L AS K A .  T h e  a u t h o r i t y  m a y  [SHALL] b o r r o w  m o n e y  and [SHALLj

17 issue its b o n d s  fo r  the a c q u i s i t i o n  or  c o n s t r u c t i o n  of p o w e r  p r o j e c ts

18 to b e a c q u i r e d  o r  c o n s t r u c t e d  u n d e r  the e n e r g y  p r o g r a m  f o r  A l a s k a .

19 T h e  [ON W H I C H  THE] p r i n c i p a l  of an d  i n t e r e s t  o n  the b o n d s  are p a y a b l e

20 f r o m  m o n e y  d e r i v e d  f r o m  t h e  s a l e  of w h o l e s a l e  p o w e r  f r o m  p o w e r  p r o j -

21 ect s  f i n a n c e d  u n d e r  A S  4 4 . 8 3 . 3 8 0  -- 4 4 . 8 3 . 4 2 5  f r o m  th e  p o w e r  d e v e l o p -

22 raent fu n d  or f r o m  a s o u r c e  r e f e r r e d  to i n  A S  4 4 . 8 3 . 1 0 0  as t h e a u t h o r -

23 i ty d e t e r m i n e s . T h e  b o n d s  m a y  be i s s u e d  if

24 rl) a p p r o p r i a t i o n s  to t h e  p o w e r  d e v e l o p m e n t  f u n d  f o r  the

25 p o w e r  p r o j e c t  a r e  i n s u f f i c i e n t  to c o v e r  t h e  cost of a c q u i r i n g  o r  con-

26 s t r u c t i n g  the p o w e r  p r o j e c t ;  and

27 (2) the a u t h o r i t y  d e t e r m i n e s  t hat the a m o u n t  of i n t e r e s t

28 the a u t h o r i t y  w i l l  p a y  o n  its b o n d s  is n o t  m o r e  t h a n  a l t e r n a t i v e  c o s t s

29 of s e c u r i n g  m o n e y  f r o m  o t h e r  s o u r c e s ,  e x c e p t  f o r the g e n e r a l  fund, to
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1 p a y  f o r  t h e  a c q u i s i t i o n  o r  c o n s t r u c t i o n  of the p o w e r  p r o j e c t .

2 * Sec. 4. A S  4 4 . 8 3 . 1 1 0 ( b )  is a m e n d e d  to read:

3 (b) N o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n s  of t h i s  c h a p t e r ,  the

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

5 i n s t r u m e n t  or the r e s o l u t i o n  c o n s t i t u t i n g  a c o n t r a c t  w i t h  b o n d h o l d e r s

6 s h a l l  c o n t a i n  a c o v e n a n t  by th e  a u t h o r i t y  that it w i l l  at a l l  t i m e s

7 m a i n t a i n  rates, f ees o r  c h a r g e s  s u f f i c i e n t  to pay, a n d  t h a t  a c o n t r a c t

8 e n t e r e d  int o by t h e  a u t h o r i t y  f o r  the sale, t r a n s m i s s i o n  o r  d i s t r i b u -

9 t i o n  of p o w e r  s h a l l  c o n t a i n  ra t e s ,  fees o r  c h a r g e s  s u f f i c i e n t  to p a y

10 t h e  c o s t s  of o p e r a t i o n  a n d  m a i n t e n a n c e  of the p r o j e c t ,  the p r i n c i p a l

11 of a n d  i n t e r e s t  o n  b o n d s  i s s u e d  u n d e r  th e  t rust a g r e e m e n t  as the s a m e

12 s e v e r a l l y  b e c o m e  d u e  a n d  p a y a b l e ,  to p r o v i d e  f or  d e b t  s e r v i c e  c o v e r a g e

13 as c o n s i d e r e d  n e c e s s a r y  b y  the a u t h o r i t y  fo r  the m a r k e t i n g  of its

14 b o n d s  a n d  to p r o v i d e  f o r  r e n e w a l s ,  r e p l a c e m e n t s  a n d  i m p r o v e m e n t s  of

15 t h e  p r o j e c t ,  a n d to m a i n t a i n  r e s e r v e s  r e q u i r e d  by the terms of the

16 t r u s t  a g r e e m e n t .  Thi s  s u b s e c t i o n  d oe s  n o t  r e q u i r e  a c ov e n a n t  w h i c h

17 v a r i e s  f r o m  a c o v e n a n t  e n t e r e d  int o  in a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s

18 o f  AS 4 4 . 8 3 . 3 8 0  -- 4 4 . 8 3 . 4 2 5 .

19 * Sec. 5. AS 4 4 . 8 3 . 1 2 0  is a m e n d e d  to read:

20 Sec. 4 4 . 8 3 . 1 2 0 .  V A L I D I T Y  O F  PLED G E .  It is the i n t e n t i o n  of the

21. l e g i s l a t u r e  that a p l e d g e  m a d e  in  r e s p e c t  of b o n d s  is c o n s i d e r e d

22 p e r f e c t e d  a n d  is [ S H A L L  BE] v a l i d  a n d  b i n d i n g  f r o m  th e  t i m e  the p l e d g e

23 is m a d e ;  that the m o n e y  or p r o p e r t y  so p l e d g e d  a n d  t h e r e a f t e r  r e c e i v e d

24 by the a u t h o r i t y  s h a l l i m m e d i a t e l y  be s u b j e c t  to the li e n  of the

25 p l e d g e  w i t h o u t  p h y s i c a l  d e l i v e r y  o r  f u r t h e r  act; a n d  that the l i e n  of

26 thi p l e d g e  s hall b e  v a l i d  a n d  b i n d i n g  as a g a i n s t  al l  p a r t i e s  h a v i n g

27 c l a i m s  of an y  k i n a  in tort, c o n t r a c t  or o t h e r w i s e  a g a i n s t  the a u t h o r i -

28 ty i r r e s p e c t i v e  of w h e t h e r  t h e  p a r t i e s  h a v e  n o t i c e .  N e i t h e r  the

29 r e s o l u t i o n ,  t r u st  a g r e e m e n t  n o r  an y  o t h e r  i n s t r u m e n t  by w h i c h  a p l e d g e
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L is c r e a t e d  n e e d  b e  r e c o r d e d  o r  f i l e d  u n d e r  the p r o v i s i o n s  of t h e

2 U n i f o r m  C o m m e r c i a l  C o d e  to b e  p e r f e c t e d  or to be  v a l i d ,  b i n d i n g  or

3 e f f e c t i v e  a g a i n s t  the p a r t i e s .

4 * Sec. 6. A S  4 4 . 8 3 . 185(a) is a m e n d e d  to read:

5 (a) T h e  a u t h o r i t y  s h a l l  s u b m i t  a f e a s i b i l i t y  s t u d y  an d  p l a n  of

6 f i n a n c e ,  i n c l u d i n g  a cost e s t i m a t e  f r o m  a n  i n d e p e n d e n t  s o u r c e .  f o r  a

7 p r o p o s e d  n e w  p r o j e c t  to the l e g i s l a t u r e .  W h e n  the r e p o r t  of the d i v i -

8 s i o n  of b u d g e t  an d  m a n a g e m e n t  e x a m i n i n g  the f e a s i b i l i t y  s t u d y  a n d  p l a n

9 of f i n a n c e  is c o m p l e t e d  as r e q u i r e d  b y  AS 4 4 . 8 3 . 1 8 3 ,  it s h a l l  be sub-

10 m i t t e d  to the l e g i s l a t u r e .

]1 * Sec. 7. A S  4 4 . 8 3 . 1 9 5 ( a )  is a m e n d e d  to read:

12 (a) W h e n  a p r o j e c t  is o p e r a t e d  b y  the a u t h o r i t y ,  the a u t h o r i t y

13 s h a l l  e n t e r  into o n e  o r  m o r e  c o n t r a c t s  for t h e  s ale of e l e c t r i c a l

14 p o w e r  or e n e r g y or t r a n s m i s s i o n  c a p a c i t y  o r  s e r v i c e  f r o m  the p r o j e c t .

15 U n l e s s  the c o n t r a c t  is e n t e r e d  i n t o  u n d e r  A S  4 4 . 8 3 .380 -- 4 4 . 8 3 . 4 2 5 ,  a

16 [A] c o n t r a c t  e n t e r e d  i n t o  u n d e r  t h i s  s e c t i o n  s h a l l  m e e t  a l l r e q u i r e -

17 m e n t s  of AS 4 4 . 8 3 . 0 9 0 .

18 * Sec. 8. A S  4 4 . 8 3 . 3 6 1 ( a ) ( 2 )  is a m e n d e d  to read:

19 (2) p r i n c i p a l  [ AND I N T E R E S T ]  p a y m e n t s  o n  l o a ns  m a d e  u n d e r

20 t his s e c tion.

21 * Sec. 9. A S  4 4 . 8 3 . 3 6 1 ( c )  is a m e n d e d  to read:

22 (c) A  l o a n  f r o m  t h e  r u r a l  e l e c t r i f i c a t i o n  r e v o l v i n g  l o a n  f u n d

23 s h a l l  b e a r  a n  a n n u a l  r a t e  of i n t e r e s t  of two p e r c e n t  of t h e  u n p a i d

24 b a l a n c e  of the loan. In t e r e s t  r e c e i v e d  on a lo a n  m a d e  u n d e r  this sec-

25 t i o n  m u s t  be t r a n s f e r r e d  m o n t h l y  to the c o m m i s s i o n e r  o f  r e v e n u e  f o r

26 d e p o s i t  in the g e n e r a l  fund.

27 * Sec. 10. A S  4 4 . 8 3 . 3 6 1 ( d ) ( 2 ) ( B )  is a m e n d e d  to read:

28 (B) p a y m e n t s  o n  t h e  u n p a i d  b a l a n c e  of t h e  p r i n c i p a l  of

29 th e  l o a n  for e a c h  n e w  c o n s u m e r  s e r v e d  b y  the e l e c t r i c  s e r v i c e
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1 e x t e n d e d  w i t h  the l o a n  p r o c e e d s  [ D U R I N G  T H E  P R E C E D I N G  Y E A R  F O R

2 W H I C H  T H E  L O A N  W A S  M A D E ] ; p a y m e n t s  o n  the u n p a i d  b a l a n c e  o f  t h e

3 p r i n c i p a l  of th e  l o a n  s h a l l  be m a d e  at a r a t e  e q u a l  to t h e  d’f-

4 f e r e n c e  b e t w e e n  the a c t u a l  cost of m a k i n g  th e  s e r v i c e  c o n n e c t i o n

5 to th e c o n s u m e r s  a n d  th e  m i n i m u m  i n v e s t m e n t  p e r  c o n s u m e r  r e q u i r e d

6 o f  th e  u t i l i t y  b e f o r e  a l o a n  is m a d e  u n d e r  (b) o f  t h i s  s e c t i o n .

7 * Sec. 11. AS 4 4 . 8 3 . 3 6 1  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

8 (f) In t h i s  s e c t i o n ,  " c o n s u m e r "  m e a n s  a p e r s o n ,  as d e f i n e d  i n

9 A S  0 1 . 1 0 . 0 6 0 ( 7 ) ,  or a g o v e r n m e n t a l  a g e n c y  if th e  p e r s o n  o r  g o v e r n m e n t -

10 al a g e n c y  r e q u e s t s  a n d  o f f e r s  to p a y  for e l e c t r i c a l  s e r v i c e  tc a f a ­

ll c i l i t y  o r  par t  of a f a c i l i t y .  Th e  a u t h o r i t y  s h a l l  c o n s i d e r  a p e r s o n

12 or g o v e r n m e n t a l  a g e n c y  w h i c h  o f f e r s  to p a y  for e l e c t r i c a l  s e r v i c e  to

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

14 tion, fo r  e a c h  f a c i l i t y  if e a c h  f a c i l i t y  is p h y s i c a l l y  s e p a r a t e  f r o m

15 a n o t h e r  f a c i l i t y ,  o t h e r  t h a n  t h r o u g h  e l e c t r i c  s e r v i c e  lines, a n d  if

16 the p e r s o n  o r  g o v e r n m e n t a l  a g e n c y  r e q u e s t s  a n d  o f f e r s  to p a y  f o r  e l e c -

17 t r i c a l  s e r v i c e  to e a c h  fa c i l i t y .

18 (g) In (f) of t his s e c t i o n ,

19 (1) " f a c i l i t y "  m e a n s  a s t r u c t u r e  c a p a b l e  of r e c e i v i n g  a n d

20 u s i n g  e l e c t r i c a l  e n e r g y ;

2 1  (2) " g o v e r n m e n t a l  a g e n c y "  i n c l u d e s ,  w i t h  r e s p e c t  to th e

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

23 b od y ,  b o a r d  of r e g e n t s ,  a d m i n i s t r a t i v e  body, board, c o m m i s s i o n ,  com -

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

25 s c h o o l  bo a r d , d e p a r t m e n t ,  d i v i s i o n ,  b u r e a u ,  or o t h e r  s u b o r d i n a t e  u n i t ,

26 w h e t h e r  a d v i s o r y  o r  o t h e r w i s e ,  of t h e  state, f ed eral, o r  m u n i c i p a l

27 g o v e r n m e n t .

28 *  Sec. 12. A S  4 4 . 8 3 . 3 8 4 ( c )  is a m e n d e d  to read:

29 (c) N o t w i t h s t a n d i n g  (b)(1) of this s e c t i o n  a n d  A S  4 4 . 8 3 . 3 9 4  --



1 4 4 . 8 3 . 3 9 8 ,  the fund  m a y  be u s e d  by the a u t h o r i t y  to p r o v i d e  m o n e y  f o r

2 t h e  cost o f  a p o w e r  p r o j e c t  that  is or w a s  e i t h e r  c o n s t r u c t e d  or [AND]

3 o w n e d  b y  t h e  U n i t e d  S t a t e s  g o v e r n m e n t  if the r e q u i r e m e n t s  of t h i s  sub-

4 s e c t i o n  ar e  met. T h e  p r o v i s i o n s  of A S  4 4 . 8 3 . 1 7 7  -- 4 4 . 8 3 . 1 8 7  do n o t

5 a p p l y  to a p o w e r  p r o j e c t  f i n a n c e d  u n d e r  t his s u b s e c t i o n .  Th e  a u t h o r -

6 i t y  m a y  u s e  m o n e y  i n  the f u n d  f o r  th e  cos t  of a p o w e r  p r o j e c t  u n d e r

7 t h i s  s u b s e c t i o n  if

8 (1) the l e g i s l a t u r e  e n a c t s  a lav/ a p p r o v i n g  the pi'oject;

9 (2) the d i v i s i o n  of b u d g e t  a n d  m a n a g e m e n t  in the O f f i c e  o f

10 the G o v e r n o r  r e v i e w s  a f e a s i b i l i t y  s t u d y  a n d  a p l a n  of f i n a n c e  for t h e

11 p r o j e c t  a n d  d e t e r m i n e s  that th e  f e a s i b i l i t y  s t u d y  c o m p l i e s  w i t h  t h e

12 r e q u i r e m e n t s  fo r  a f e a s i b i l i t y  s t u d y  s u b m i t t e d  u n d e r  A S  4 4 . 8 3 . 1 8 1 ( b )

13 a n d  that the p l a n  of f i n a n c e  c o m p l i e s  w i t h  the r e q u i r e m e n t s  for a p l a n

14 of f i n a n c e  s u b m i t t e d  u n d e r  AS 4 4 . 8 3 . 1 8 1 ( c ) :  an d

15 (3) the p r o j e c t  m e e t s  the o t h e r  r e q u i r e m e n t s  of this c h a p -

16 ter.

17 * Sec. 13. A S  4 4 . 8 3 . 3 8 6  is a m e n d e d  to read:

18 Sec. 4 4 . 8 3 . 3 8 6 .  I N V E S T M E N T  O F  FUND. T h e  D e p a r t m e n t  of R e v e n u e

19 s h a l l  i n v e s t  the m o n e y  i n  the f u n d  in a c c o r d a n c e  w i t h  A S  3 7 . 1 0 . 0 7 0  a n d

20 3 7 . 1 0 . 0 7 5 .  T h e  D e p a r t m e n t  of R e v e n u e  s h a l l  p r o v i d e  m o n e y  in t h e  f u n d

21 to t h e  a u t h o r i t y  o n l y  a f t e r  c o s t s  h a v e  b e e n  [A C O S T  F O R  A  P R O J E C T  IS]

22 i n c u r r e d  or  a m o u n t s  in the f u n d  h a v e  b e e n  o t h e r w i s e  o b l i g a t e d  u n d e r

23 c o n t r a c t s  f o r  the a c q u i s i t i o n  an d  c o n s t r u c t i o n  o f a p r o j e c t .  A m o u n t s

24 w h i c h  h a v e  b e e n  o b l i g a t e d ,  but for w h i c h  c o s t s  h a v e  n ot  y e t  b e e n

25 i n c u r r e d ,  m a y  be s e g r e g a t e d  b y  t h e D e p a r t m e n t  o f R e v e n u e  o r  trans-

26 f e r r e d  to the a u t h o r i t y  o n l y w i t h  p r i o r  a p p r o v a l  o r  a g r e e m e n t  of th e

27 c o m m i s s i o n e r  of r e v e n u e .  I n t e r e s t  r e c e i v e d  or. m o n e y  w h x c h  is s e g r e -

28 g a t e d  o r  t r a n s f e r r e d  u n d e r  this s e c t i o n  m u s t  be d e p o s i t e d  in rhe

29 g e n e r a l  f u n d .



\

1 *  Sec. 14. A S  4 4 . 8 3 . 3 9 4  is a m e n d e d  to read:

2 Sec. 4 4 . 8 3 . 3 9 4 .  R E V E N U E  R E Q U I R E M E N T S .  T h e  a u t h o r i t y  m a y  no t  u s e

3 m o n e y  i n  t h e  f u n d  fo r  a p o w e r  p r o j e c t  e x c e p t  in c o m p l i a n c e  w i t h

4 A S  4 4 . 8 3 . 1 7 7  -- 4 4 . 8 3 . 1 8 7 ,  a n d  u n l e s s  th e  a u t h o r i t y  d e t e r m i n e s  that

5 the p o w e r  p r o j e c t  is e c o n o m i c a l l y  f e a s i b l e  [AND THAT, A F T E R  C O N S T R U C -

6 TION, O P E R A T I O N  O F  T H E  P O W E R  P R O J E C T  W I L L  B E  A B L E  TO P R O V I D E  R E V E N U E

7 S U F F I C I E N T  T O  R E T U R N  A N N U A L L Y  T O  T H E  S T A T E  F I V E  P E R C E N T  O F  T H E  A M O U N T

8 T H A T  T H E  A U T H O R I T Y  H A S  S P E N T  F R O M  T H E  F U N D  F O R  T H E  P O W E R  P R O J E C T ] .

9 *  Sec. 15. A S  4 4 . 8 3 . 3 9 6 ( a )  is a m e n d e d  to read:

10 (a) A  p o w e r  p r o j e c t  that is a c q u i r e d  o r  c o n s t r u c t e d  as p a r t  o f

11 the e n e r g y  p r o g r a m  fo r  A l a s k a  is o w n e d ^  [BY T H E  STATE] a n d s h a l l  be

12 a d m i n i s t e r e d ^  by the a u t h o r i t y .

13 * Sec. 16. A S  4 4 . 8 3 . 3 9 6 ( c )  is a m e n d e d  to read:

14 (c) T h e  a u t h o r i t y  s h a l l  e n t e r  i n t o  a c o n t r a c t  o r  l e a s e  u n d e r

15 r e a s o n a b l e  t e r m s  a n d  c o n d i t i o n s  to p e r m i t  th e  a p p l i c a n t  u t i l i t y  to

16 o p e r a t e  the  p o w e r  p r o j e c t  w h e n  the a p p l i c a n t  u t i l i t y  is the o n l y

17 w h o l e s a l e  p o w e r  c u s t o m e r  to be s e r v e d  d i r e c t l y  by the p o w e r  p r o j e c t

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

19 c o n t r a c t  or l e a s e  to o p e r a t e  a p o w e r  p r o j e c t  is n o t a q u a l i f i e d  u t i l -

20 it y  o r  is not c a p a b l e  of o p e r a t i n g  t h a t  p o w e r  p r o j e c t  e f f i c i e n t l y  and

21 in  a m a n n e r  t h a t  is c o n s i s t e n t  w i t h  n a t i o n a l  s t a n d a r d s  f o r  th e  i n d us-

22 t ry a n d  a g r e e m e n t s  w i t h  b o n d h o l d e r s .

23 * Sec. 17. A S  4 4 . 8 3 . 3 9 6 ( e )  is a m e n d e d  to read:

24 (e) W h e n  th e  a u t h o r i t y  p e r m i t s  a p o w e r  p r o j e c t  to be o p e r a t e d  by

25 a  q u a l i f i e d  u t i l i t y  u n d e r  a c o n t r a c t  o r  lease, the a u t h o r i t y  s h a l l

26 (1) r e v i e w  an d  a p p r o v e  the a n n u a l  b u d g e t  f o r  the o p e r a t i o n

27 a n d  m a i n t e n a n c e  o f  the p o w e r  p r o j e c t ;  and

28 (2) a s s u r e  that the p r o j e c t  is b e i n g  o p e r a t e d  e f f i c i e n t l y

29 an' in a m a n n e r  that is c o n s i s t e n t  w i t h  n a t i o n a l  s t a n d a r d s  f o r  the
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i n d u s t r y  an d  a g r e e m e n t s  w i t h  b o n d h o l d e r s .

Sec. 18. AS  4 4 . 8 3 . 3 9 8 ( c )  is a m e n d e d  to read:

(c) T h e  a u t h o r i t y  s h a l l  t r a n s m i t  all the m o n e y  that it r e c e i v e s  

u n d e r  (a) of this s e c t i o n  to the c o m m i s s i o n e r  of r e v e n u e  fo r  d e p o s i t

i n  the s t a t e  g e n e r a l  fun d e x c e p t  f o r  m o n e y  it ha s  p l e d g e d  to s e c u r e

b o n d s  or c o v e n a n t e d  o t h e r w i s e  in o r d e r  to s e c u r e  b o n d s  [IN A C C O R D A N C E  

W I T H  C O N T R A C T S  W I T H  B O N D H O L D E R S ] .

Sec. 19. A S  4 4 . 8 3 . 398(e) is r e p e a l e d  a n d  r e e n a c t e d  ti x'ead:

(e) A f t e r  d e t e r m i n i n g  the w h o l e s a l e  p o w e r  r a t e  for a p o w e r  p r o j ­

ect in the m a n n e r  o t h e r w i s e  p r o v i d e d  b y  this s e c t i o n ,  th e  a u t h o r i t y  

m a y  a d j u s t  the r ate or c h a n g e  the rate p r o v i s i o n s  if n e c e s s a r y  so that 

t h e  r e v e n u e  d e r i v e d  f rom tha t  p o w e r  p r o j e c t  and t h e  a g g r e g a t e  r e v e n u e s  

o f  the a u t h o r i t y  w i l l  at all t imes be a d e q u a t e  to c o m p l y  w i t h  the r a t e  

c o v e n a n t s  a n d  o t h e r  a g r e e m e n t s  c o n t a i n e d  in any tr u s t  i n d e n t u r e  o r  

t r u s t  a g r e e m e n t  e n t e r e d  i n t o  by the a u t h o r i t y  for the s e c u r i t y  of the 

h o l d e r s  of b o n d s  i s s u e d  to f i n a n c e  p o w e r  p r o j e c t s  u n d e r  the e n e r g y  

p r o g r a m  for A l a s k a .

Sec. 20. AS 4 4 . 8 3 . 3 9 8 ( h )  is a m e n d e d  to read:

(h) N o t w i t h s t a n d i n g  (g) of this s e c t i o n ,  i n  the 1983 s t a t e  f i s­

cal y e a r  the p r o p o r t i o n a t e  s h a r e  of d e b t  s e r v i c e  u n d e r  (b) of thi s

s e c t i o n ,  e x p r e s s e d  as a rate, fo r  a p o w e r  p r o j e c t  for w h i c h  a c o n­

s t r u c t i o n  c o n t r a c t  has b e e n  a w a r d e d  b e f o r e  the e f f e c t i v e  d a t e  of this

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

p o w e r  r a t e  for all p o w e r  p r o j e c t s  in the e n e r g y  p r o g r a m  f o r  A l a s ka .  

T h e  limit i m p o s e d  by this s u b s e c t i o n  s h a l l  be i n c r e a s e d  in the 1984 

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

po n e n t  of the w h o l e s a l e  p o w e r  r a t e  fo r  all p o w e r  p r o j e c t s  in the 

e n e r g y  p r o g r a m  f o r  A l a s k a  an d  by an a d d i t i o n a l  f o u r  p e r c e n t  a b o v e  that 

a v e r a g e  i n  e a c h  s u c c e e d i n g  s t a t e  f i s c a l  year. If a p p l i c a t i o n  of this



1 s u b s e c t i o n  r e s u l t s  in the p r o d u c t i o n  of i n s u f f i c i e n t  r e v e n u e  to p a y

2 the t otal d eb t  s e r v i c e  f o r  all p r o j e c t s  in the e n e r g y  p r o g r a m  f o r

3 A l a s k a ,  a p r o j e c t  tha t  d o e s  n o t  h a v e  its s h a r e  of d e b t  s e r v i c e  l i m i t e d

4 u n d e r  this s u b s e c t i o n  s h a l l  be s u b j e c t  to a rat e  i n  a d d i t i o n  to the

5 r a t e  e s t a b l i s h e d  u n d e r  (b) of this s e c t i o n .  T h e  a d d i t i o n a l  r a t e  is

6 the rat e  tha t  the a u t h o r i t y  e s t i m a t e s  is n e c e s s a r y  to p r o d u c e  r e v e n u e

7 that is s u f f i c i e n t  to p a y  the d i f f e r e n c e  b e t w e e n  the t o t a l  d e b t  ser-

8 v i c e  for all p r o j e c t s  in t he  e n e r g y  p r o g r a m  for A l a s k a  a n d  the r e v e n u e

9 a c t u a l l y  p r o d u c e d  to pa y  tha t  deb t  s e r v i c e ,  m u l t i p l i e d  by a f r a c t i o n

10 w h o s e  n u m e r a t o r  is the t o t a l  cost of the p r o j e c t  and w h o s e  d e n o m i n a t o r

11 is the t ot a l  cost of all o f  the p r o j e c t s  tha t ar e  s u b j e c t  to th e

12 a d d i t i o n a l  rate. In this s u b s e c t i o n ,  " p r o j e c t s  i n  the e n e r g y  p r o g r a m

13 for A l a s k a "  doe s  not i n c l u de a n  i n t e r t i e  t hat is a u t h o r i z e d  as a

14 s e p a r a t e p r o j e c t  as d e s c r i b e d  in (f) o f this s e c t i o n .

15 * Sec. 21. AS 4 4 . 8 3 . 4 2 5 ( 2 )  is a m e n d e d  to read:

16 (2) " d e b t  s e r v i c e "  m e a n s  the a m o u n t s  c o v e n a n t e d  w i t h  re-

17 s p e c t  to, or p l e d g e d  to pay, b o n d s  u n d e r  a t r u st  a g r e e m e n t  s e c u r i n g

18 [ C A S H  F L O W  N E C E S S A R Y  TO S E C U R E ]  bo n d s ;

19 * Sec. 22. AS 4 4 . 8 3 . 1 9 5 ( b )  , 4 4 . 8 3 . 3 8 2 ( b ) ( 2 ) ,  a n d  4 4 . 8 3 . 3 9 8 ( b ) U ) a r e

20 r e p e a l e d .

21 * Sec. 23. T hi s  Act t akes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 0 1.-

22 1 0 . 0 7 0 ( c ) .
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M E M O R A N D U M June 21, 1983

S U B J E C T :

T O :

FROM:

H C S  C S S B  1 6 8  ( F i n a n c e )

R e p r e s e n t a t i v e  A l b e r t  P. A d a m s  
C h a i r ,  H o u s e  F i n a n c e  C o m m i t t e e

L i n n  H. A s p e r  
L e g i s l a t i v e  C o u n s e l

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

C h e s t e r  L a k e  p r o j e c t  u n d e r  A S  4 4 . 8 3 . 1 8 5 ( c )  
a u t h o r i z a t i o n  f o r  t h e  T e r r o r  L a k e  p r o j e c t ,  

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

b e  a w a r e  o f .  T h e  t i t l e  o f  t h e  b i l l  i s  " A n  
t h e  A l a s k a  P o w e r  A u t h o r i t y ;  a n d  p r o v i d i n g  
d a t e . "  T h e  s t a t e  c o n s t i t u t i o n  ( A r t i c l e  I I  
r e q u i r e s  t h a t

C o ; m m i t t e e  s u b s t i -  
a u t ; h o r i z i n g  t h e  

ancd a m e n d i n g  t h e  

T ^he s e  a d d i t i o n s  
th.at y o u  s h o u l d  

Ac-t r e l a t i n g  t o  
for. a n  e f f e c t i v e  
, s e c t i o n  13)

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

t i t l e .

T h i s  r u l e  is i n t e r p r e t e d  t o  m e a n  t h a t  t h e  t i t l e  s h a l l  

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

b e l i e v e  t h a t  a n  A S  4 4 . 8 3 . 1 8 5 ( c )  a u t h o r i z a t i o n !  o f  a s p e c i f i c  
p r o j e c t  o r  t h e  a m e n d m e n t  o f  a p r e v i o u s  a u t h o r ' i z a t i o n  is a d e ­
q u a t e l y  d e s c r i b e d  i n  t h e  t i t l e ,  " A n  A c t  r e l a t i n g  t o  t h e  

A l a s k a  P o w e r  A u t h o r i t y " .  N o r m a l l y  I w o u l d  s u g g e s t  a m e n d i n g  
t h e  t i t l e ,  b u t  t h i s  is n o t  p o s s i b l e  u n d e r  Ruj’Le 4 1 ( b )  o f  t h e  
U n i f o r m  R u l e s  o f  t h e  A l a s k a  S t a t e  L e g i s l a t u r e .  I n  r e c e n t  
y e a r s  t h e  A l a s k a  S u p r e m e  C o u r t  h a s  i n t e r p r e t e d  A r t i c l e  II, 
s e c t i o n  13 v e r y  b r o a d l y  i n  f a v o r  o f  t h e  l e g i s l a t u r e .  I t  m a y  
w e l l  b e  t h e r e f o r e ,  t h a t  t h e  F i n a n c e  C o m m i t t e e  s u b s t i t u t e  
w o u l d  s u r v i v e  c o n s t i t u t i o n a l  s c r u t i n y ,  b u t  I w a n t e d  y o u  t o  

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

v e r s i o n  o f  t h e  b i l l .

LHA:1jb
25/009
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HO USE L E T T E R  OF I N T E N T

House C S  for C S  for Senate Bill No; 168 (Resources)

The Governor is requested to prepare a plan for providing the necessary 
equity for future proiects in the Energy Program for Alaska. This plan 
must be constitutionally sound and provide for the proper administrative 
and Legislative approval for the various projects. This plan shall be 
submitted to the Legislature no later than January 15, 1984.

The Legislature, in enacting the Energy Program for Alaska, expressed its 
desire to provide the lowest re. sonable power costs to consumers. To 
further achieve that e n d ,  it is the intent of the Legislature to take 
appropriate action to enhance the Alaska Power Authority's ability to obtain 
long-term bond financing at the lowest possible cost. It is for this 
purpose that we have amended the "Susitna equity clause."

Substantial equity has been invested in the Energy Program b y the State of 
Alaska and declining state revenues will have an impact on the development 
of energy projects for other regions of the state. It is the intent of the 
Legislature that the balance of the financing needed for those projects 
under construction in the Program be raised by debt financing -  thus 
reserving future revenues for future energy projects throughout the rest 
of the state. We  support the intent of the Alaska Power Authority to go to 
the bond market in early 1984 for the necessary funds However, in order 
to further facilitate the bonding capability of the Power Authority, it is 
imperative that utilities who will receive wholesale power- from Solomon 
Gulch, Terror L a k e ,  T y e e  Lake and Swan Lake sign power sales contracts 
as soon as possible and no later than January 1, 1984.  B y  taking this 
action, the utilities served will ensure long-term benefits to their 
consumers through stable power rates.



1

2

3

4

5

6

7

8!

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

III T H E  S E N A T E  B Y  T H E  F I N A N C E  C O M M I T T E E

H O U S E  CS FOR. CS F O R  S E N A T E  B I L L  NO. 1 6 8  ( F i n a n c e )

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

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

A  B I L L

F o r  an A c t  e n t i tl ed : " A n  A c t  r e l a t i n g  to the Alaska. P c v c r  A u t h o r i t y *  and

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e .”

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

* S e c t i o n  1. A S  4 4 . 8 3 . 0 4 0  is a m e n d e d  to read?

Sec. 44 .8 3. 0 4 0 .  O F F I C E R S ; M E E T I N G S * [AND] Q U O R U M .  T h e  d i r e c t o r s  

s h al l el ec t  o n e  o f  th ei r n u m b e r  a3 c h a i r m a n  a n d  m a y  e l e c t  o t h e r  o f f i­

cers the y d e t e r m i n e  d es ir a bl e.  T h e  p o w e r s  o f  t h e  a u t h o r i t y  a r e  v e s t e d  

in the d i re ct o r s ,  a n d  f o u r  d i r e c t o r s  o f  the a u t h o r i t y  c o n s t i t u t e  a 

quorum. A c t i o n  m a y  b e  t a ke n and m o t i o n s  a n d  r e s o l u t i o n s  a d o p t e d  b y  

the a u t h o r i t y  at a  m e e t i n g  b y  the a f f i r m a t i v e  v o t e  o f  a  m a j o r i t y  of 

the [AT L E A S T  T H R E E ] d i re ct or s . T he d i r e c t o r s  o f  t h e  a u t h o r i t y  serve 

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

p e r  d i e n  as p r o v i d e d  b y  law  f o r  b o a r d  m e m b e r s *

* Sec. 2. A S  4 4 . 8 3 . 0 4 0  13 a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

(b) T h e  b o a r d  m a y  m e e t  a n d  t r a n s a c t  b u s i n e s s  b y  a n  e l e c t r o n i c  

m e d i u m  if

(1) p u b l i c  n o t i c e  of the t i m e  a n d  l o c a t i o n s  w h e r e  t h e  m e e t­

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

m a n n e r  as if the m e e t i n g  vrere h e l d  in a s i n g l e  l o c a t i o n ;

(2) p a r t i c i p a n t s  a n d  m e m b e r s  c f  t h e  p u b l i c  i n  a t t e n d a n c e  

can h e a r  a n d  h a v e  the same r i g h t  to p a r t i c i p a t e  i n  t h e  m e e t i n g  as li­

the m e e t i n g  w e r e  c o n d u c t e d  in pers on ; and

(3) c o p i e s  o f  p e r t i n e n t  r e f e r e n c e  m a t e r i a l s ,  s t a t u t e s ,  r e g­

ulation s,  and a u d i o - v i s u a l  m a t e r i a l s  a r e  r e a s o n a b l y  a v a i l a b l e  to

-1- H J S  C S S B  1 6 8 (Fin)

O r i g i n a l  s p o n s o r :  R u l e 3 / G o v e r n o r
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p a r t i c i p a n t s  a n d  to the public.

(c> A  m e e t i n g  b y  a n  e l e c t r o n i c  m e d i u m  a a  p r o v i d e d  in. t h i s  s e c­

tion h a s  t h e  s a n e  l e g a l  e f f e c t  as a m e e t i n g  I n  p e r s o n .

(d) A  d i r e c t o r  o f  the a u t h o r i t y  m a y  n o t  v o t e  o n  a  r e s o l u t i o n  o f  

t h e  a u t h o r i t y  r e l a t i n g  to a  lease o r  c o n t r a c t  to b e  e n t e r e d  i n t o  b y  

the a u t h o r i t y  u n d e r  this c h a p t e r  if the d i r e c t o r  i s  a  p a r t y  to the 

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

firm, p a r t n e r s h i p ,  c o r p o r a t i o n ,  or a s s o c i a t i o n  t h a t  ±3 a  p a r t y  t o  the 

c o n t r a c t  or lease. W h e n  a b s t a i n i n g  f r o m  v o t i n g ,  t h e  d i r e c t o r  m u s t  

d i s c l o s e  the r e a s o n  f o r  the a b s t e n t i o n .  A  d i r e c t o r  w h o  i s  a m e m b e r  of 

a n  e l e c t r i c  c o o p e r a t i v e  that is o r g a n i z e d  u n d e r  o r  s u b j e c t  t o  the 

E l e c t r i c  a n d  T e l e p h o n e  C o o p e r a t i v e  A c t  (AS 1 0 . 2 5 )  m a y  v o t e  o n  a r e s o­

luti o n  r e l a t i n g  to a  c o n t r a c t  o r  l e as e to w h i c h  t h a t  c o o p e r a t i v e  is a  

party. T h e  d i r e c t o r  sh a ll  d i s c l o s e  the c o o p e r a t i v e  m e m b e r s h i p  a t  t he 

time o f  v o t i n g ,  A  r e s o l u t i o n  of the a u t h o r i t y  t h a t  is a p p r o v e d  b y  a 

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

this s u b s e c t i o n  is a v a l i d  a c t i o n  of the a u t h o r i t y  f o r  a l l  p u r p o s e s .

* Sec. 3. A S  4 4 . 8 3 . 1 0 5  Is a m e n d e d  to read:

Sec. 4 4 . 8 3 . 1 0 5 .  B O N D S  F O R  POWER. P R O J E C T S  U H D E R  T H E  E N E R G Y  P R O ­

GRAM. F O R  A L A S K A .  Th e a u t h o r i t y  m a y  [SHALL] b o r r o w  m o n e y  a n d  [SHALL] 

i ss ue  its b o n d a  f or the  a c q u i s i t i o n  o r  c o n s t r u c t i o n  o f  povrer p r o j e c t s  

to b e  a c q u i r e d  o r  c o n s t r u c t e d  u n d e r  the e n e r g y  p r o g r a m  for A l a s k a - 

T h e  [0*1 W H I C H  THE] p r i n c i p a l  of a n d  i n t e r e s t  o n  t he b o n d s  a r e  p a y a b l e  

f r o m  m o n e y  d e r i v e d  f r o m  the sale o f  w h o l e s a l e  p o w e r  f r o m  po*?er p r o j­

ects f i n a n c e d  u n d e r  A S  4 4 . 8 3 . 3 8 0  - 4 4 . 8 3 . 4 2 5  f r o m  t h e  p o w e r  d e v e l o p­

me n t  f u n d  o r  f r o m  a s o u r c e  r e f e r r e d  to in A S  4 4 . S 3 . 1 0 0  a s  the a u t h o r­

ity d e t e r m i n e s .  T h e  b o n d s  n a y  be I s s u e d  i f

(1) a p p r o p r i a t i o n s  to the p o w e r  d c v e l o T lent f u n d  f o r  t he 

p o w e r  p r o j e c c  are i n s u f f i c i e n t  to c o v e r  t h e  cor i o f  a c q u i r i n g  o r  

H C S  C S S B  1 6 8 (Fin) -2-
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c o n s t r u c t i n g  the p o w e r  p ro je c t ?  a n d

(2) the a u t h o r i t y  d e t e r m i n e s  t h a t  t h e  a m o u n t  o f  i n t e r e s t  

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

o f  s e c u r i n g  m o n e y  f r o m  o t h e r  sources, e x c e p t  f o r  t h e  g e n e r a l  f u n d ,  to 

p a y  f o r  t h e  a c q u i s i t i o n  o r  c o n s t r u c t i o n  o f  the  p o w e r  p r o j e c t ,

* Sec. 4„ A 3  <*4.83.110(b) is a m e n d e d  to readi

(b> N o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  the 

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

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

s h a l l  c o n t a i n  a c o v e n a n t  b y  the a u t h o r i t y  t h a t  i t  w i l l  at a l l  t i n e s  

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

e n t e r e d  into b y  the a u t h o r i t y  for the sale, t r a n s m i s s i o n  o r  d i s t r i b u­

tion o f  p o w e r  s h a l l  c o n t a i n  rates, fees o r  c h a r g e s  s u f f i c i e n t  t t  pay 

the costs of o p e r a t i o n  a n d  m a i n t e n a n c e  o f  t h e  p r o j e c t ,  t h e  p r i n c i p a l  

o f  a n d  i n t e r e s t  o n  b o n d s  i s s u e d  u n d e r  t he t r u 3 t  agreement, as t h e  s a m e  

s e v e r a l l y  b e c o m e  d u e  a n d  paya bl e,  to p r o v i d e  f o r  d e b t  s e r v i c e  c o v e r a g e  

as c o n s i d e r e d  n e c e s s a r y  b y  t he a u t h o r i t y  f o r  t h e  m a r k e t i n g  o f  its 

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

the p r o j e c t ,  a n d  to m a i n t a i n  r e s e r v e s  r e q u i r e d  b y  t h e  t er ms  o f  the 

t r u s t  a g r e e m e n t .  T h i s  s u b s e c t i o n  doeai ;.ot r e q u i r e  a c o v e n a n t  t h a t  

v a r i e s  f r o m  a c o v e n a n t  e n t e r e d  into in a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  

o f  A S  4 4 . 8 3 . 3 3 0  - 4 4 . 3 3 . 4 2 5 .

* Sec. 5. A S  4 4 . 8 3 . 1 2 0  is a m e n d e d  t o  reads

Sec., 4 4 . 3 3 . 1 2 0 .  V A L I D I T Y  O F  PLEDGE. I t  Is t h e  I n t e n t i o n  o f  t h e  

l e g i s l a t u r e  tha t a p l e d g e  m a d e  In r e s p e c t  o f  b o n d s  is c o n s i d e r e d  

p e r f e c t e d  a n d  is ( S H A L L  BE] v a l i d  a n d  b i n d i n g  f r o m  t h e  t i n e  t h e  p l e d g e  

is m a d e  j th at  the m o n e y  or p r o p e r t y  so p l e d g e d  a n d  t h e r e a f t e r  r e c e i v e d  

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

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

-3- X C S  C S S B  163 (Fin)
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the p l e d g e  s h a l l  b e  v a l i d  a n d  b i n d i n g  as a g a i n s t  a l l  p a r t i e s  h a v i n g  

c l a i m s  of a n y  k i n d  i n  tort, c o n t r a c t  o r  o t h e r w i s e  a g a i n s t  t h e  a u t h o r i­

ty 'irrespective o f  w h e t h e r  t h e  p a r t i e s  h a v e  n o t i c e *  N e i t h e r  t h e  

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

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

U n i f o r m  C o m m e r c i a l  C o d e  to b e  p e r f e c t e d  o r  t o  b e  v a l i d ,  b i n d i n g  o r  

e f f e c t i v e  a g a i n s t  t h e  p a r t i e s .

* Sec. 6. AS 4 4 . 8 3 . 1 8 5 ( a )  is a m e n d e d  to read:

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

f i n a n c e, i n c l u d i n g  a cos t e s t i m a t e  f r o m  a n  i n d e p e n d e n t  s o u r c e ? for a 

p r o p o s e d  n e w  p r o j e c t  to t he l e g i s l a t u r e .  W h e n  t h e  r e p o r t  o f  t h e  d i v i­

si o n  o f  b u d g e t  a n d  m a n a g e m e n t  e x a m i n i n g  the f e a s i b i l i t y  s t u d y  a n d  p l a n  

o f  f i n a n c e  is c o m p l e t e d  as r e q u i r e d  b y  A S  4 4 . 8 3 . 1 3 3 ,  i t  s h a l l  b e  s u b­

m i t t e d  to the l e g i s l a t u r e .

* Sec. 7. A S  4 4 . 8 3  is a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  to read:

Sec. 4 4 . 8 3 . 1 9 2 .  I N S U R A N C E  R E Q U I R E M E N T S  IN C O N S T R U C T I O N  C O N ­

TRAC T S .  In r e q u e s t i n g  b i d s  a n d  a w a r d i n g  c o n s t r u c t i o n  c o n t r a c t s  u n d e r  

this c h a p t e r  the a u t h o r i t y  n a y  n ot r e q u i r e  a c o n t r a c t o r  to o b t a i n  

w o r k e r s *  c o m p e n s a t i o n ,  g e n e r a l  l i ab il it y,  o r  o t h e r  r e q u i r e d  i n s u r a n c e  

f r o m  a p a r t i c u l a r  i nsurer, agent , o r  b r o k e r  a n d  m a y  n o t  a g r e e  to 

p r o v i d e  i n s u r a n c e  to a  c o n t r a c t o r  w h o  is a w a r d e d  a  c o n s t r u c t i o n  c o n­

tract.

* Sec. 3. AS 4 4 . 8 3 . 1 9 5 ( a )  is a m e n d e d  to read:

(a) W h e n  a p r o j e c t  is o p e r a t e d  b y  t h e  a u t h o r i t y ,  the a u t h o r i t y  

s k a l l  e n t e r  i n t o  o n e  o r  m o r e  c o n t r a c t s  f o r  t h e  s a l e  o f  e l e c t r i c a l  

p o w e r , energy, t r a n s m i s s i o n  c a p a c i t y ,  o r  s e r v i c e  f r o m  t h e  p r o j e c t .  

U n l e s s  the c o n t r a c t  is e n t e r e d  Int o u n d e r  A S  4 4 . 8 3 . 3 8 0  - 4 4 . 8 3 . 4 2 5 ,  a

[A] c o n t r a c t  e n t e r e d  int o  u n d e r  this s e c t i o n  s h a l l  no.ct a l l  r e q u i r e­

me n t s  of A S  4 4 .3 3. 0 90 .
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Sec. 9. A S  4 4 . 8 3 . 3 6 1 ( a ) (2) is a m e n d e d  to r ead:

(2) p r i n c i p a l  [ A ND  I N T E RE S T]  p a y m e n t s  o n  l o a n s  m a d e  u n d e r  

this section.

Sec. 10. A S  4 4 . 8 3 . 3 6 1 ( c )  is a m e n d e d  to read:

(c) A  l o a n  f r o m  the r u r a l  e l e c t r i f i c a t i o n  r e v o l v i n g  l o a n  f u n d  

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

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

tion m u s t  b e  t r a n s f e r r e d  m o n t h l y  to th e c o m m i s s i o n e r  o f  r e v e n u e  for 

d e p o s i t  in t h e  g e n e r a l  fund.

Sec. 11. A S  4 4 . 8 3 . 3 6 1 ( d ) ( 2 ) ( E )  is a m e n d e d  to r e a d :

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

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

e x t e n d e d  w i t h  the l o a n  p r o c e e d s  [ D U R I N G  T H E  P R E C E D I N G  Y E A R  F O R  

W H I C H  T H E  L O A N  W A S  MADE] ; p a y m e n t s  o n  the u n p a i d  b a l a n c e  o f  the 

p r i n c i p a l  of the loan s h a l l  be m a d e  a t  a  r a t e  e q u a l  to t h e  d i f­

fe r e n c e  b e t w e e n  the a c t u a l  c o s t  o f  m a k i n g  t h e  s e r v i c e  c o n n e c t i o n  

to the c o n s u m e r s  a n d  the m i n i m u m  i n v e s t m e n t  p e r  c o n s u m e r  r e q u i r e d  

of the u t i l i t y  b e f o r e  a l o a n  is m a d e  u n d e r  (b) o f  this s e c t i o n .  

Sec. 12. A S  4 4 . 8 3 . 3 6 1  is a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  to r e a d :  

(f) In this seetion,

(1) " consumer*’ n e a n 3  a p e r so n,  as d e f i n e d  i n  A S  0 1 . 1 0 . -

060(7), o r  a g o v e r n m e n t a l  a g e n c y ,  if the p e r s o n  o r  g o v e r n m e n t a l  a g e n c y  

r e q u e s t s  and o f f e r s  to p a y  f o r  e l e c t r i c a l  s e r v i c e  to a  f a c i l i t y  or 

p a r t  o f  a f a c i li ty ; the a u t h o r i t y  s h a l l  c o n s i d e r  a p a r s o n  w h o ,  o r  a 

g o v e r n m e n t a l  a g e n c y  that, o f f e r s  to p a y  f o r  e l e c t r i c a l  s e r v i c e  to 

s e v e r a l  f a c i l i t i e s  to b e  a s e p a r a t e  c o n s u m e r  f o r  e a c h  f a c i l i t y ,  if 

e a c h  f a c i l i t y  is p h y s i c a l l y  s e p a r a t e  f r o m  a n o t h e r  £ ac A i t y ,  o t h e r  t h a n  

t h r o u g h  e l e c t r i c  s e r v i c e  lines, a n d  if t h e  p e r s o n  o r  g o v e r n m e n t a l  

a g e n c y  r e q u e s t s  and o f f e r s  to p a y  f o r  e l e c t r i c a l  s e r v i c e  to e a c h
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fa ci lity;

(2) " f a c i l i t y” m e a n s  a G t r u c t u r e  c a p a b l e  o f  r e c e i v i n g  a n d  ; 

u s i n g  e l e c t r i c a l  energyj a n d

(3) “go v e r n m e n t a l  a g e n c y "  i n c l u d e s ,  w i t h  r e s p e c t  to t he 

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

body, b o a r d  o f  re ge nt s , a d m i n i s t r a t i v e  b od y,  b o a r d ,  c o m m i s s i o n ,  c o m­

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

s c h o o l  b o a r d ,  d e p a r t m e n t ,  d i v i s io n , bure au ,  o r  o t h e r  s u b o r d i n a t e  u n i t ,  

w h e t h e r  a d v i s o r y  or o t h e r w i s e ,  o f  the  state, f e d e r a l ,  o r  m u n i c i p a l  

g o v e r n m e n t .

* Sec. 13. A S  4 4 . 8 3 . 3 S 4 ( b ) (1) io a m e n d e d  to read:

( D  is e c o n o m i c a l l y  f e a s i b l e  [ M E E T S  T H E  R E V E N U E  R E Q U I R E­

M E N T S  O F  A S  4 4 .8 3. 39 4] ;  a n d

* Sec. 14. A S  4 4 . 8 3 . 3 8 4 ( c )  is a m e n d e d  to read:

(c) N o t w i t h s t a n d i n g  (b)(1) of thi3 s e c t i o n  a n d  A S  4 4 . 8 3 . 3 9 6  - 

4 4 . 8 3 . 3 9 8  [AS 4 4 . 8 3 . 3 9 4  - 4 4 . 8 3 . 3 9 8 ] ,  the f u n d  m a y  b e  u s e d  b y  the 

a u t h o r i t y  to p r o v i d e  m o n e y  f o r  the cos t of a p o w e r  p r o j e c t  t h a t  is o r  

w a s  e i t h e r  c o n s t r u c t e d  or [AND] o w n e d  b y  t h e  U n i t e d  S t a t e s  g o v e r n m e n t  

if t he r e q u i r e m e n t s  o f  this s u b s e c t i o n  a r e  m e t .  T h e  p r o v i s i o n s  o f  

A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 7  do n o t  a p p l y  to a p o w e r  p r o j e c t  f i n a n c e d  

u n d e r  this s u b s e c t i o n .  T h e  a u t h o r i t y  n a y  u s e  m o n e y  i n  t h e  f u n d  f o r  

the c o s t  o f  a p o w e r  p r o j e c t  u n d e r  this c u b 9 c c t i o n  i f

(1) the l e g i s l a t u r e  e n a c t s  a l a w  a p p r o v i n g  t h e  p r o j e c t ;

(2) the d i v i s i o n  o f  b u d g e t  a n d  m a n a g e m e n t  i n  t h e  O f f i c e  o f  j

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

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

r e q u i r e m e n t s  f o r  a f e a s i b i l i t y  s t u d y  s u b m i t t e d  u n d e r  A S  4 4 . 8 3 . 1 8 1 ( b )  

a n d  tha t  the p l a n  of f i n a n c e  c o m p l i e s  w i t h  t h e  r e q u i r e m e n t s  f o r  a p l a n  

o f  f i n a n c e  s u b m i t t e d  u n d e r  A S  4 4 . 8 3 . 1 8 1 ( c ) ;  a n d  
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(3) the p r o j e c t  m e e t s  the o t h e r  r e q u i r e m e n t s  o f  t h i s  c h a p­

ter,

* Sec, 15. A S  4 4 . 8 3 , 3 8 6  is a m e n d e d  to read:

Sec. 4 4 . 8 3 . 3 8 6 .  I N V E S T M E N T  O F  FUND. T h e  D e p a r t n c n t  o f  R e v e n u e  

s h a l l  i n v e s t  t he m o n e y  i n  the  f u n d  in a c c o r d a n c e  w i t h  A S  3 7 , 1 0 . 0 7 0  a n d  

3 7 . 1 0 , 0 7 5 .  T h e  D e p a r t m e n t  o f  R e v e n u e  sh al l p r o v i d e  m o n e y  i n  t h e  f u n d  

to t h e  a u t h o r i t y  o n l y  a f t e r  c o s t s  h a v e  b e e n  [A C O S T  F O R  A  P R O J E C T  IS] 

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

c o n t r a c t s  for the a c q u i s i t i o n  a n d  c o n s t r u c t i o n  o f  a p r o j e c t .  A m o u n t s  

that h a v e  b e e n  o b l i g a t e d ,  b u t  f o r  w h i c h  c os ts  h a v e  not  y e t  b e e n  I n c u r­

red. m a y  b e  s e g r e g a t e d  b y  the  D e p a r t m e n t  o f  R e v e n u e  o r  t r a n s f e r r e d  to 

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

sio n e r  o f  r e v en ue . I n t e r e s t  r e c e i v e d  o n  m o n e y  t h a t  i s  s e g r e g a t e d  or 

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

* Sec. 16. A S  4 4 . 8 3 . 3 9 6 ( a )  is a m e n d e d  to read:

(a) A  p o w e r  p r o j e c t  tha t  is a c q u i r e d  o r  c o n s t r u c t e d  as p a r t  of 

the e n e r g y  p r o g r a m  for A L a s k a  i3 o w n e d ^  [BY T H E  S T A T E ]  a n d  s h a l l  b e  

a d m i n i s t e r e d ^  b y  the author it y.

* Sec. 17. A S  4 4 . 3 3 . 3 9 6 ( c )  is a m e n d e d  to read:

(c) T h e  a u t h o r i t y  s ha ll  e n t e r  into a c o n t r a c t  o r  l e a s e  u n d e r  

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

o p e r a t e  t h e  p o w e r  p r o j e c t  w h e n  the a p p l i c a n t  u t i l i t y  is t h e  o n l y  

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

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

c o n t r a c t  or l e a s e  to o p e r a t e  a p o w e r  p r o j e c t  i s  n o t  a q u a l i f i e d  u t i l ­

ity o r  is n ot c a p a b l e  of o p e r a t i n g  that p o w e r  p r o j e c t  e f f i c i e n t l y  and 

i n  a m a n n e r  that is c o n s i s t e n t  v?ith n a t i o n a l  s t a n d a r d s  fo r t h e  i n d u s­

try a n d  w i t h  a g r e e m e n t s  w i t h  b o n d h o l d e r s .

* Sec. 18. A S  4 4 . 3 3 . 3 9 6 ( e )  is a m e n d e d  to read:
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(e) W h e n  the a u t h o r i t y  p e r m i t s  a  p o w e r  p r o j e c t  t o  b e  o p e r a t e d  b y  

a  q u a l i f i e d  u t i l i t y  u n d e r  a  c o n t r a c t  o r  lease* t h e  a u t h o r i t y  s h a l l

(1) r e v i e w  a n d  a p p r o v e  the a n n u a l  b u d g e t  f o r  t h e  o p e r a t i o n  

a n d  m a i n t e n a n c e  o f  the p o w e r  pro je ct * a n d

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

a n d  in a m a n n e r  that is c o n s i s t e n t  w i t h  n a t i o n a l  s t a n d a r d s  f o r  t h e  

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

* Sac. 19. A S  4 4 . 8 3 . 3 9 0 ( b ) ( 2 )  is a m e n d e d  to read:

(2) If, b y  J u l y  1, 1990 (1936], t h e  l e g i s l a t u r e  h a s  n o t  

a p p r o p r i a t e d  a t  l e a s t  $ 3 , 50 0, 0 0 0 , 0 0 0  ( $ 5 , 0 0 0 , 0 0 0 , 0 0 0 ]  t o  t h e  f u n d ,  in 

a d d i t i o n  to a p p r o p r i a t i o n s  to t he fund o f  i n t e r e s t  e a r n e d  o n  m o n e y  i n  

the fund, the a u t h o r i t y  shall, b e g i n n i n g  o n  t h a t  d a t e ,  e s t a b l i s h  a n d  

m a i n t a i n  a s e p a r a t e  w h o l e s a l e  p o w e r  ra ce  a p p l i c a b l e  to e a c h  p o w e r  

p r o j e c t  t h a t  is a c q u i r e d  or c o n s t r u c t e d  u n d e r  t h e  e n e r g y  p r o g r a m  for 

A l a sk a.  T h e  w h o l e s a l e  p o w e r  r a t e  s h a l l  b e  c o m p u t e d  b y  t h e  a u t h o r i t y  

a n n u a l l y ,  o r  m o r e  f r e q u e n t l y  as m a y  b e  n e c e s s a r y ,  a n d  s h a l l  b e  the 

g r e a t e r  of

(A) 10 p e r c e n t  o f  the a m o u n t  t he a u t h o r i t y  h a s  i n­

v e s t e d  i n  Che p o w e r  p r o j e c t ,  i n c l u d i n g  l o a n s  a n d  g r a n t s  m a d e  b y  

the state; o r

(B) the r a t e  t h a t  the a u t h o r i t y  e s t i m a t e s  is n e c e s s a r y  

to p r o d u c e  r e v e n u e  s u f f i c i e n t  to p a y

(i) o p e r a t i o n ,  m a i n t e n a n c e ,  a n d  e q u i p m e n t  r e­

p l a c e m e n t  c o s t s  of the p o w e r  p r o j e c t *

(Ii) the p o w e r  p r o j e c t’s p r o p o r t i o n a t e  s h a r e  o f  

d e b t  s e r v i c e  o n  s t a t e  loans a n d  b o n d s  f o r  a l l  p o w e r  p r o j e c t s  

ii the e n e r g y  p r o g r a m  fo r A l a s k a ,  d e t e r m i n e d  in a c c o r d a n c e  

w i t h  (g) of this section; a n d

(iii) s a f e t y  i n s p e c t i o n s  a n d  i n v e s t i g a t i o n s  o f  the 
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power p r o j e c t  by  t h e  a u t h o r i t y .
* S ec .  20 .  AS 4 4 . 8 3 . 3 9 8 ( c )  i s  amended to  r e a d :

(c )  The a u t h o r i t y  s h a l l  t r a n s m i t  a l l  t h e  money t h a t  i t  r e c e i v e s  
u n d e r  ( a )  o f  t h i s  s e c t i o n  t o  t h e  co m m iss io n e r  o f  r e v e n u e  f o r  d e p o s i t  
i n  t h e  s t a t e  g e n e r a l  fu n d  e x c e p t  f o r  money i t  h a s  p l e d g e d  o r  o t h e r w i s e  
c o v e n a n te d  t o  s e c u r e  bonds [IH ACCORDANCE WITH CONTRACTS WITH BOND­
HOLDERS].

*  Sec .  2 1 .  AS 4 4 . 8 3 . 3 9 3 ( d ) ( 2 )  i s  amended t o  r e a d :
(2) nay  n o t  be  l e s 3  t h a n  t h e  r a t e  c h a r g e d  r e s i d e n t i a l  

consumers u n l e s s  t h e  u t i l i t y  d e m o n s t r a t e s  t h a t  a l o w e r  r a t e  f o r  i n ­
du s t r i a l  consumers  w i l l  r e s u l t  i n  a r a t e  f o r  r e s i d e n t i a l  consum ers  
t h a t  i s  lov7er t h a n  i t  v;ould be  i f  t h e  i n d u s t r i a l  r a t e  v a r e  n o t  a l ­
lowed: n o t w i t h s t a n d i n g  th e  p r o v i s i o n s  o f  t h i s  p a r a g r a p h ,  i f  a  u t i l i t y  
i s  r e g u l a t e d  by t h e  A la sk a  P u b l i c  U t i l i t i e s  Commission.  t h e  r a t e s  f o r  
a l l  c l a s s e s  o f  consumers  o f  t h a t  u t i l i t y  s h a l l  b e  d e t e r m i n e d  by  t h e  
A la sk a  P u b l i c  U t i l i t i e s  Commission.

*  S ec .  22 .  AS 4 4 . 8 3 .3 9 8 ( e )  i s  r e p e a l e d  and  r e e n a c t e d  t o  r e a d :
( e )  A f t e r  d e t e r m i n i n g  t h e  w h o l e s a l e  pow er  r a t e  f o r  a  po w er  p r o j ­

e c t  u n d e r  t h e  p r o v i s i o n s  o f  t h i s  s e c t i o n ,  t h e  a u t h o r i t y  may a d j u s t  t h e  
r a t e  o r  change  t h e  r a t e  p r o v i s i o n s  t o  i n s u r e  t h a t  t h e  r e v e n u e  d e r i v e d  
from t h a t  power p r o j e c t  and  t h e  a g g r e g a t e  r e v e n u e s  o f  t h e  a u t h o r i t y  
w i l l  be  a d e q u a t e  t o  comply w i t h  t h e  r a t e  c o v e n a n t s  a n d  o t h e r  a g r e e ­
ments c o n t a i n e d  i n  any t r u s t  i n d e n t u r e  o r  t r u s t  a g r e e m e n t  e n t e r e d  i n t o  
by t h e  a u t h o r i t y  f o r  t h e  s e c u r i t y  o f  t h e  h o l d e r s  o f  b o n d s  i s s u e d  t o  
f i n a n c e  power p r o j e c t s  i n  t h e  Energy Program f o r  A l a s k a .

* S ac .  23 .  AS 4 4 . 8 3 .3 9 8 ( h )  i s  amended to  r e a d :
(h)  N o tw i t h s t a n d in g  (g)  o f  t h i s  s e c t i o n ,  i n  t h e  1933 s t a t e  f5 .s-  

c n l  y e a r  t h e  p r o p o r t i o n a t e  s h a r e  o f  d e b t  s e r v i c e  u n d e r  (b) o f  t h i s  
s e c t i o n ,  e x p r e s s e d  as  a r a t e ,  f o r  a p o w er  p r o j e c t  f o r  w h ic h  a

- 9 -  r  :s CSSB 168 (F in )
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c o n s t r u c t i o n  c o n t r a c t  h a s  b e e n  a w a r d e d  b e f o r e  t h e  e f f e c t i v e  d a t e  of 

thi3 A c t  n a y  n o t  e x c e e d  the a v e r a g e  d e b t  s e r v i c e  c o m p o n e n t  o f  the 

w h o l e s a l e  p o w e r  r a t e  f o r  all p o w e r  p r o j e c t s  in t h e  e n e r g y  p r o g r a m  f o r  

A l a s k a .  T h e  l i m i t  i m p o s e d  b y  this s u b s e c t i o n  s h a l l  b e  i n c r e a s e d  i n  

t h e  1984 s ta te  f i s c a l  y e a r  to f o u r  p e r c e n t  a b o v e  t h e  a v e r a g e  d e b t  

s e r v i c e  c o m p o n e n t  o f  t he w h o l e s a l e  p o w e r  r a t e  f o r  a l l  p o w e r  p r o j e c t s  

in the e n e r g y  p r o g r a m  f o r  A l a s k a  a n d  b y  a n  a d d i t i o n a l  f o u r  p e r c e n t  

a b o v e  that a v e r a g e  in e a c h  s u c c e e d i n g  s t a t e  f i s c a l  y e a r .  If 

a p p l i c a t i o n  o f  this s u b s e c t i o n  r e s u l t s  i n  t h e  p r o d u c t i o n  of 

i n s u f f i c i e n t  r e v e n u e  to p a y  the t o t a l  d e b t  s e r v i c e  f o r  a l l  p r o j e c t s  in 

the e n e r g y  p r o g r a m  f or A l a s k a ,  a p r o j e c t  t h a t  J o e s  n o t  h a v e  its s h a r e  

o f  d e b t  s e r v i c e  l i m i t e d  u n d e r  this s u b s e c t i o n  s h a l l  b e  s u b j e c t  to a 

r a t e  in a d d i t i o n  to t he r a t e  e s t a b l i s h e d  u n d e r  (b) o f  t h i s  s e c t i o n ,  

T h e  a d d i t i o n a l  r a t e  is the r a t e  that t h e  a u t h o r i t y  e s t i m a t e s  is 

n e c e s s a r y  to p r o d u c e  r e v e n u e  th at  is s u f f i c i e n t  t o  p a y  the d i f f e r e n c e  

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

f o r  A l a s k a  a n d  the r e v e n u e  a c t u a l l y  p r o d u c e d  to p a y  t h a t  d e b t  s e r v i c e ,  

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

p r o j e c t  a n d  w h o s e  d e n o m i n a t o r  is the t o t a l  c o s t  o f  a l l  o f  t he p r o j e c t s  

that a r e  s u b j e c t  to the a d d i t i o n a l  r a te . In t h i s  s u b s e c t i o n ,  

" p r o j e c t s  in t he e n e r g y  p r o g r a m  for A l a s k a 1* d o e 3  n o t  i n c l u d e  an 

i n t e r t l e  that is a u t h o r i z e d  as a s e p a r a t e  p r o j e c t  as d e s c r i b e d  i n  (f) 

o f  this section.

*  Sec. 24. A S  4 4 . 3 3 . 4 2 5 ( 2 )  is a m e n d e d  to read:

(2) " d e b t  service*1 m e a n s  the a m o u n t s  c o v e n a n t e d  w i t h  r e­

spect to, o r  p l e d g e d  to pay, bo n ds  u n d e r  a t r u s t  a g r e e m e n t  s e c u r i n g  

[ CASH F L O W  N E C E S S A R Y  T O  SECURE] bondst

*  Sec. 25. S e c t i o n  48, ch. 83, S L A  1980 is a m e n d e d  b y  a d d i n g  a  n e w  

s u b s e c t i o n  to read:

1ICS C S S B  168 (Fin) -10-
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(e) T h e  a u t h o r i z a t i o n  m a d e  b y  this s e c t i o n  f o r  t h e  T e r r o r  L a k e  

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

g e n e r a t i n g  u n i t  a t  the pr oj e c t .

* Sec. 26. T h e  C h e s t e r  L a k e  h y d r o e l e c t r i c  p r o j e c t  i s  a u t h o r i z e d ,  a n d  a 

c o n s t r u c t i o n  c o s t  o f  $ 1 3 , 2 0 0 , 0 0 0  is a p p r o v e d ,  u n d e r  t h e  p r o v i s i o n s  o f  

A S  4 4 . 8 3 . 1 8 5 ( c ) .

* Sec. 27. A S  4 4 . 3 3 . 1 8 6 ,  4 4 . 8 3 . 1 9 5 ( b ) ,  4 4 . 8 3 . 3 3 2 ( b ) (2), a n d  4 4 . 8 3 . 3 9 4  

are r ep ealed.

*  Sec. 23. Thi s A c t  t a ke s e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  0 1 . -  

10.070(c).

- 1 1 - S C S S B  1 6 8 (Fin)
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D E P A R T M E N T  O F  C O M M E R C E  &  

E C O  N O M I C  D  E V  E E O  P M  E f t T

O F F IC E  O F  THE C O M M ISS IO NE R

June 17, 1983

BILL . \EFFIELD, GOVERNOR

POUCHD
J U N E A U ,  A L A S K A  9 9 8 1 1  

P H O N E :  4 6 5 - 2 5 0 0

Honorable Albert P. Adams 
Chairman, House Finance Committee 
House of Representatives 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 

Dear Representative Adams:

The Administration would like to express its concern regarding two amendments to 
SB 168 made by the House Resources Committee. SB 168, as submitted, was technical 
in nature. Both the insurance requirements amendment (Sec. 7, page 4, lines 
16-22) and the energy rates amendment (Sec. 21, page 9 lines 8-16) address policy 
issues and, as such, fall outside the technical intent of SB 168. Moreover, the 
amendments address issues about which considerable debate still exists.

The debate has not yet developed a concensus, and the debate should not be ter­
minated or circumvented by hasty statutory change. The Alaska Power Authority 
is presently studying the implications of variable electricity rates and will 
report to the Legislature next session with its findings and recommendations.
The insurance requirements issue, as addressed in the APA statutes, is but one 
part of a larger, on-going debate regarding the applicability of wrap-up in­
surance. The issue should not be addressed piecemeal, but should be resol/ed 
through continued discussion of the entire concept.

Furthermore, neither amendment is critical for this session. No large industrial 
user, that is not already planning to purchase energy from the existing projects, 
will require information regarding rates before the end of the next legislative 
session. Also, no new projects, of a size warranting wrap-up, are scheduled for 
the APA during FY '84.

In summary, while both amendments address issues which merit attention, we do not 
believe that now is the appropriate time nor do we believe that SB 168 is the 
proper vehicle for these subjects. We believe the interim should be used to 
gain concensus on both issues, and new legislation can be introduced early next 

session.

sfnterely,

Richard A. Lyon 
Commi ssioner

RAL/wfsHll
62083c
cc: House Finance Committee Members



FINANCE LETTER OF INTENT ON CS FOR CS SB 168 (Resources)

In  t h i s  and o th e r  le g i s la t i o n ,  th e  L e g is la tu r e  has e s ta b lis h e d  th e  
Energy Program fo r . A la s k a  and expressed i t s  d e s ir e  t o  p r o v id e  th e  lo w e s t 
reaso n ab le  power c o s ts  t o  th e  consumers. Towards t h a t  e n d , i t  i s  th e  
in t e n t  o f  th e  L e g is la tu r e  t o  ta k e  a p p ro p ria te  a c t io n  as n e c e s s a ry  t o  
enhance th e  A la sk a  Power A u t h o r it y 's  a b i l i t y  t o  o b ta in  lo n g -te r m  bond 
fin a n c in g  a t  th e  lo w e s t p o s s ib le  c o s t.

I t  i s  th e  in t e n t  o f  th e  L e g is la tu r e  t h a t  th e  A la sk a  Power A u t h o r i t y  
e x p lo re  and stu d y th e  d e s ir a b i l i t y  and im p lic a t io n s  o f  th e  P e te rs b u rg  
p ro p o s a l and t o  r e p o r t  i t s  f in d in g s  and recommendations t o  th e  Second 
S e ssio n  o f  th e  T h ir te e n th  L e g is la tu r e .  The s tu d y  sh o u ld  a d d re ss  b o th  
s h o rt-te r m  and lo n g -te rm  im pacts on th e  in d iv id u a l  p r o je c ts  a s  w e l l  as 
on th e  o v e r a l l  Energy Program o f  A la ska .

In  o rd e r t o  f a c i l i t a t e  consummation o f  th e  power s a le  a g re e m e nts, and i n  
o rd e r t o  p re c lu d e  new p r o je c t  s e rv ic e  area energy r a te s  frc m  e xc e e d in g  
th e  e x is t in g  energy r a te s  i n  the e a r ly  ye a rs  o f  th e  new p r o je c t  ( s ) , i t  
i s  th e  in t e n t  o f  th e  L e g is la tu r e  t h a t  A la ska  Power A u t lr o r ity  s tu d y  th e  
problem  and recoirmend a s o lu t io n  t o  th e  Second S e ssio n  o f  th e  T h ir t e e n t h  
L e g is la tu r e .  The s o lu t io n  proposed sh o uld  c o n s id e r th e  u se  o f  S ta te  
e q u a liz a t io n  g ra n ts  o r  lo a n s .

I t  i s  th e  fu r t h e r  in t e n t  o f  t h is  c o rm itte e  t h a t  th e  A la s k a  Power A u th o r­
i t y  sh o uld  c o n s id e r e x te n d in g  i t s  s h o rt  term  d e b t c u r r e n t ly  o u ts ta n d in g  
u n t i l  th e  le g is la t u r e  has had an o p p o rtu n ity  t o  address a l l  o f  th e s e  
is s u e s  n e x t  y e a r.



ERICKSON & ASSOCIATES

MEMORANDUM

Consulionts'in Economics e n d  Public Policy 

526 M ain Street. Juneau, Alaska 99801 

Telephone 907/586-3118

February 2k, 1583

To: Senate State Affairs Committee 

From: Thomas Singer and Gregg Eric^on 

Subject: Interim Financing of Power Projects

The Tyee Loan

The Tyee Lake Hydro Project illustrates the risks to the 

state inherent, in the Alaska Power Authority's (APA's) present 

financial independence. While the state has appropriated $82 

million for Tyee project, the APA has borrowed $50 million more 

-- on its own. This loan comes due in 19 months. At present there 

is no clear indication of where the money v/ill be found.

In its agreement with lenders, the APA agreed to refinance, 

by October 1, 138k, any portion of the loan then unpaid. The 

APA's stated intention is to sell revenue bonds secured through, 

power sales contracts with the electric utilities in Petersburg 

and Wrangel1.

So far, Petersburg and Wrangell have been reluctant to sign 

such power sales contracts. The price at which power from the 

project has been offered to them is much higher than the pricey 

they now pay —  or expect in .the? future to pay —  for power f rom ‘ 

fossil fuels, and their own' small hyd6 facilities. Negotiations 

between the APA and local utilities continue. Without ironclad 

contracts committing the utilities to buy enough power at a price 

sufficient to meet annual debt payments, the bonds will be 

virtually impossible to sellJ

If revenue bonds cannot be sold to refinance outstanding 

debt by October 1, 193*4, the lenders, by terms of the loan

agreement, have recourse to the "general assets" of the APA. 

Unfortunately, no one seems to know precisely what the term 

"general assets" encompasses. It may be that "general assets" 

include unexpended appropriations received by APA or be'nq^ held 

i n the state treasury for other projects. Or it may be that 

funds appropriated but not yet disbursed from the treasury are 

beyond the lenders reach, in which case the APA may have 

virtually no "general assets" apart from the uncompleted projects 

around the state. This is an important legal point, which the



Attorney General will undoubtably investigate in due course.

Lenders, of course, are not likely to be very interested in 

taking over partially c o m p l e t e d  hydro projects, particularly in 

c a s e s  like t h es e w h e r e  the v a l u e  of the p o w e r  to be p r o d u c e d  

f a il s so far s h o r t  of the r e v e n u e  n e e d e d  to s e r v i c e  the debt. 

Their desire will doubtless be for the state to appropriate to 

the APA additional funds to repay the loan. The state is in no 

wa y  legally obligated to do this, but it is clearly a possibility 

that the APA and the lenders had in mir.d from the outset: Despite 

the lack of legal c l ai m on the state, the state is nevertheless 

pr om ine nt ly me nt i o n e d  in the loan agreement as a possible source 

of repayment.^

If the l e g i s l a t u r e  a l l o w s  the A P A  to d e f a u l t  on its T y e e  

loan, the a b i l i t y  of the s t a t e  an d all of its p o l i t i c a l  

subdivisions to b o r r o w  mo ney would suffer. Alaska public sector 

credit i a t ;ngs w o u l d  undoubtedly fall, ma ki ng loans both harder 

and more costly to obtain. Nevertheless, the option of allowing 

the A P A  to si n k  or s w i m  on its o w n  s h o u l d  not be d i s m i s s e d  

without careful study.

A b a i l o u t  of the A P A  by the l e g i s l a t u r e  m i g h t  be less 

p a i n f u l  than d e f a u l t ,  but it c e r t a i n l y  w o u l d n ' t  be p a i n l e s s .  

Increasingly scarce funds w o ul d be diverted from other uses. 

Wo rs e, the l e g i s l a t u r e  w o u l d  be g i v i n g  n o t i c e  to ba nk ers , 

contractors, and the APA that it is willing and able to co me to 

the rescue, even wh en not legally bound to do so. . ;

Implications for the Susi tna Pro ject

T h e s e  f a c t s  r a i s e  q u e s t i o n s  a b o u t  l e g i s l a t i v e  intent and 

accountability. Did the legislature intend that the APA obiigatT % 

its "general assets" (i.e. ftiiids earmark ed to other projects) to 

p r o c e e d  w i t h  T y e e ?  Did the l e g i s l a t u r e  i n t e n d  th a t  u n f o r s e e n  

problems wi th the project be solved by si mp ly dipping deeper into 

the state treasury? We don't know, but one thing does seem beyond 

dispute: The legislature needs to understand and control large

financial transactions of the sort ilustrated by the Tyee example 

because it and the state as a w h o l e  u l t i mat el y m a y  have to be 

r e s p o n s i b 1e .for them.

As l e g i s l a t o r s  b e g i n  to c o n s i d e r  the S u s i t n a  P r o j e c t  

involving billions of dollars, it is even mo r e  essential that 

they understand and a s s u m e  responsibility for the APA. W h il e 

this independent public corporation Joes not yet have authority 

to indebt the state, as a practical matter its financial actions 

have tremendous impact on the state's financial condition.



p a g e  3

A n s w e r s  to the f o l l o w i n g  q u e s t i o n s  s h o u l d  he lp the 

legislature in its effort to gain understanding and control:

1. W h e n  t h e  $ 5 0  m i l l i o n  T y e e  l o a n  a g r e e m e n t  w a s  

n e g o t i a t e d ,  w h a t  d i d  the f i n a n c i a l  a d v i s o r s  an d B a n k e r s  

Trust Co m p a n y  un de rstand the APA's "general assets" to be? 

H o w  much of the APA's roughly $200 million total outstanding 

d e b t ^  is s e c u r e d  by t h e i r  " g e n e r a l  a s s e t s "  a n d  w h a t  is 

covered by that term?

2. Did the financial advisers, Bankers Trust Company, and 

the APA consider the state treasury to be the real security 

for the Tyee loan? If so, why?

3. What are the current prospects that long-term revenue 

bonds for the project can be sold before the October 1, 198*1 

deadline? Wh at is the APA planning to do if bonds cannot be 

sol d?

V/e may all hope that successful negotiation of contracts 

for Tyee power will resolve the APA's looming financial crisis. 

Unfortunately, that will not resolve the underlying problem. The 

APA continues to operate independently. If it is able to obtain 

substantial "general assets", we can expect such independence to 

i ncrease.

The state can un do ubt ed ly cover a $50 mi llion loan. It could 

probably even handle p r o b l e m s  wi t h  the entire $200 million debt 

w i t h o u t  c a t a s t r o p h i c  c o n s e q u e n c e s .  But the S u s i t n a  p r o j e c t  

involves billions of dollars, and is financially much more risky. 

Wh il e the APA and its advisors may feel that the public interest 

and the APA's interests are the same, we do not belive that this 

is a l wa ys the case. If the legislature is going to be a b o a r d ,for ' 

the c r a s h  la nd i n g ,  p e r h a p ^ ^ i t  o u g h t  to h a v e  s o m e  say in the 

take off.



ENDNOTES

1. Revenue bonds to repay the loan could be sold, notwithstanding 

the lack of power sales contracts, if the state stepped forward 

to backstop them. Double-barra 1ed bonds (revenue bonds backed by 

the full faith and credit of the state) or even cash payments to 

consumers dedicated to their electric bills are examples of many 

p o s s i b l e  w a y s  the s t a t e  c o u l d  s e c u r e  the bonds. (For a f u ll er 

discussion of the options see "Loke Tyee Power Costs and Project 

History: Research Request 83-39," House Research Aaency, February

1 1 , 1983.)

A third party guarantee was used to secure the outstanding 

$50 m i l l i o n  loan. A m a j o r  N e w  Y o r k  bank, the B a n k e r s  T r us t 

Company, agreed to stand behind the APA (for a fee) with a $50 

million "Letter of Credit" to repay the loan if necessary.

2. T h e  s e c u r i t y ,  p l e d g e d  e q u a l l y  to r e p a y  the loan, is (1) the 

project and its revenues, (2) any unspent portion of the short­

term loan, (3) bond proceeds, (b) the full faith and credit of 

the APA, and (5) "...the p r o c e e d s  of a n y  a p p r o p r i a t i o n  by the 

S t a t e  f o r  t h e  p u r p o s e  o f  p a y i n g  a n y  C o s t  of the P r o j e c t  or 

repaying the loan or Letter of Credit ."

The loan agreement releases the APA from its obligation to

issue r e v e n u e  b o n d s  if it "...has d e p o s i t e d  in t h e  l o a n  

repayment Fund an a m o u n t  at least equal to the principal of the 

Notes O u t s t a n d  i ng...p 1 us... i n t e r e s t . "

3. Th e A P A  has b o r r o w e d  a d d i t i o n a l  f u n d s  - $35 mi 1 1 i oi for

Swan Lake and $115 mi l l i o n  for Terror Lake. Our understanding is

that p o w e r  .upply c o n t r a c t s  w h i c h  are not " t a k e  or pay" h a v e  

be e n  s i g n e d  for t h e s e  p r o j e c t s ,  a l l o w i n g  local co n s u m e r s ,  to * 

choose not to buy power if Jibs price is unattractive.
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o f  S B  1 68 ,  b y  s e c t i o n ,  i s  a s  f o l l o w s :

C l a r i f i e s  t h e  l a n g u a g e  o f  t h e  s t a t u t e  b y  r e q u i r i n g  t h a t  

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

p r e s e n t .

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

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

a l l o w i n g  t h e  A P A  B o a r d  t o  m e e t  o n  s h o r t  n o t i c e  a n d  d e s D i t e  

c l i m a t i c  t r a v e l  c o n s t r a i n t s .

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

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

c u s t o m e r s  o f  e l e c t r i c  c o - ops , a n d  th er e f o r e ,  b y  d e f i n i t i o n ,  

a r e  p a r t  o w n e r s .

E s s e n t i a l l y  m a k e s  i t  p e r m i s s i v e  r a t h e r  t h a n  m a n d a t o r y  f o r  A P A  

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

s t a t u t e

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

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

P r o v i d e s  f o r  a n  i n d e p e n d e n t  c o s t  e s t i m a t e  t o  b e  s u b m i t t e d  

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

t h a t  t h i s  s e c t i o n  i s  r e d u n d a n t  in  v i e w  o f  4 4 . 8 3 . 1 8 6 ,  w h i c h  

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

a p p r o v e s  a  p r o j e c t  a n d  a l l o w s  f o r  o n l y  a  7 . 5 %  i n c r e a s e  b e f o r e  

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

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

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

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

o f  c o s t  e s t i m a t e s .  T h e  j p r o p o s e d  p r o c e d u r e  w o u l u  f u r t h e r  

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

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

P r o h i b i t s  t h e  u s e  o f  w r a p - u p  i n s u r a n c e  r e q u i r e m e n t s  b y

th e p o w e r  a u t h o r i t y .  T h i s  p r o v i s i o n  w a s  a d d e d  i n  H. R e s o u r c e s .

A d d s  a  r e q u i r e m e n t  f o r  s a l e  c o n t r a c t s  f o r  t r a n s m i s s i o n  o f  

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

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

c o n t r a c t s  m u s t  b e  i n  c c m p l i a n c e  o f  A S  44.133.330 -  4<-.83.425 

o r  A S  4 4 . 8 3 . 0 9 0 .
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C o n s t i t u t i o n  a s  a l l e g e d  i n  a  p e n d i n g  l a w s u i t .

C l  a r i f y  t h e  p r o v i s i o n s  o f  e x i s t i n g  s t a t u t e s  o n  t h e  R u r a l  

E l e c t r i f i c a t i o n  R e v o l v i n g  L o a n  F u n d  p r o g r a m  w i t h o u t  m a k i n g  

s u b s t a n t i a l  c h a n g e s  t o  it.

Makes a p r o je c t ’ s e xp e n d itu re s dependent on a f in d in g  
th a t  the p r o je c t  i s  e c o no m ic ally  fe a s ib le .  T h is  s e c tio n  
removes the  redundancy under c u rre n t s ta tu te , p re s e n d n g  
th e  in tern, to  ensure economic f e a s i b i l i t y  w h ile  e lim in a t in g  
th e  c r i t e r ia  i n  two p laces in  the s ta tu te s .

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

f e d e r a l l y  o w e d  p r o j e c t s .

M o d i f i e s  t h e  e x i s t i n g  s t a t u t e  t o  allcrw A P A  t o  m a r k e t  b o n d s .

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

than' t h e  s t a t e  a n d  s h o u l d  m a k e  i t  e a s i e r  t o  rra b e t  b o n d s .

P r o v i d e s  f o r  u s e  o f  n a t i o n a l  a n d  i n d u s t r i a l  s t a n d a r d s  i n  t h e  

A P A ' s  d e t e r m i n a t i o n  o f  w h e t h e r  a  u t i l i t y  is q u a l i f i e d  t o  

o p e r a t e  a  p o w e r  p r o j e c t  o w e d  b y  A P A .

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

c o n s i s t e n t  w i t h  t h e  b o n d i n g  a g r e e m e n t s .

Amends the S u s itn a  ’’E q u ity "  C lause from $5 b i l l i o n  by J u ly  1, 
1986 to  $ 3.5  b i l l i o n  by J u ly  1, 1990.

Al.lows th e  a u th o r’ :y to  s e l l  power a t  an in d u s t r ia l  r a te .
T h is  p r o v is io n  was added in  H.Resources.

A l l o w s  APA t o  a d j u s t  t h e  w h o l e s a l e  p o w e r  r a t e s  to  m e e t  

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

o n  r a t e  s e t t i n g .

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

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

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

p a s s e d  H B 9  l a s t  y e a r .

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

e a s i e r  t o  s e c u r e  b o n d s .

S e c t i o n  18 2 0

S e c t i o n  2 3

Section 24
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R e p e a l  o f  A S  4 4 . 8 3 . 1 9 5 ( b )  i s  n e c e s s a r y  in o r d e r  t o  a l i g n  

i t  w i t h  o t h e r  r a t e  m a k i n g  p r o v i s i o n s  o f  t h e  s t a t u t e s .

R e p e a l  o f  A S  4 4 . 8 3 . 3 8 2 ( b ) (2) i s  r e q u i r e d  b e c a u s e  a n y  

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

R e p e a l  o f  A S  4 4 . 8 3 . 3 9 8 ( b ) (2) is d e s i r a b l e  f o r  t w o  

r e a s o n s .  F i r s t ,  i n  a  p e n d i n g  l a w s u i t  T>-ustee o f  A l a s k a  v. 

S t a t e ,  t h e  c o n s t i t u t i o n a l i t y  o f  t h i s  s e c t i o n  is  b e i n g  

c h a l l e n g e d .  S e c o n d ,  t h i s  s e c c i o n  c o u l d  r e s u l t  in  a  

s u b s t a n t i a l  i n c r e a s e  i n  A P A  w h o l e s a l e  r a t e s  i f  t h e  

l e g i s l a t u r e  d e e s  n o t  a p p r o p r i a t e  a  t o t a l  o f  $5 b i l l i o n  b y  

J u l y  1, 1 9 8 6 ,  i n t o  t h e  p o w e r  d e v e l o p m e n t  f u n d .  S i n c e  i t  

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

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

p o w e r  s a l e s  c o n t r a c t s .  S i n c e  p r o v i d i n g  l o w e s t  r e a s o n a b l e  

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

s e n s e  t o  m i n i m i z e  u n c e r t a i n t y  a n d  m a x i m i z e  m a r k e t a b i l i t y .

Repeal o f  AS 4 4 .8 3 .1S6. An a d d it io n a l requirem ent 
o f  an independent c o s t e s tim a te  irtm e d ia te ly  fo llo w in g  
p r o je c t  a p p rova l v;ould serve no u s e fu l purpose and would 
in v o lv e  a d d it io n a l c o s ts . (An independent c o s t e s tim a te  
i s  a lre a d y  re q u ire d  p r io r  to  s u b m itta l to  the le g is la t u r e  
f o r  a p p ro v a l.)

S e c t i o n  l b P r o v i d e s  f o r  a n  i m m e d i a t e  e f f e c t i v e  d a t e .



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

OFFICE OF THE GOVERNOR
J u n e a u

M a r c h  9,- 1 9 8 3

T h e  H o n o r a b l e  J a l m a r  K e r t t u l a  

P r e s i d e n t  o f  t h e  S e n a t e  

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

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  M r .  P r e s i d e n t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  

C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a  b i l l  r e l a t i n g  t o  t h e  

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

m e n t s  t o  A S  4 4 . 8 3  w h i c h -  w o u I d  f a c i l i t a t e  t h e  i s s u a n c e  o f  

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

c l u d e s  s e v e r a l  a m e n d m e n t s  i n t e n d e d  t o  r e s o l v e  e x i s t i n g  

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

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

e a c h  s e c t i o n  o f  t h e  b i l l  i s  a s  f o l l o w s :

S e c t i o n  1 —  A m e n d s  A S  4 4 . 8 3 . 0 4 0 ( a )  t o  r e q u i r e  a n  a f f i r m a ­

t i v e  v o t e  o f  a  m a j o r i t y  o f  t h e  m e m b e r s  p r e s e n t  t o  a p p r o v e  

b o a r d  a c t i o n .

S e c t i o n  2 —  T h i s  s e c t i o n  p e r m i t s  m e e t i n g s  b y  e l e c t r o n i c  

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

s i o n  h a s  b e e n  g i v e n  t o  t h e  A l a s k a  I n d u s t r i a l  D e v e J o p m e n t  

A u t h o r i t y  a n d  t h e  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  a n d  

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

w e a t h e r  p r o b l e m s  f o r  m e e t i n g s  i n  A l a s k a .  S u b s e c t i o n  (d) 

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

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

e x i s t s .

S e c t i o n  3 —  T h i s  s e c t i o n  m a k e s  i t  p e r m i s s i v e  r a t h e r  t h a n  

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

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

t h e  g e n e r a l  s o u r c e s  s p e c i f i e d .  P a r a g r a p h  (2) a l r e a d y  r e ­

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

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

m o r e  e x p e n s i v e .  C l a r i f y i n g  a m e n d m e n t s  a r e  a l s o  i n c l u d e d  

i n  t h i s  s e c t i o n .
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S e c t i o n  4 —  T h i s  a m e n d m e n t  w o u l d  e n s u r e  t h a t  t h e  r a t e  

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

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

A S  4 4 . 8 3 . 3 8 0  —  4 4 . 8 3 . 4 2 5 .

S e c t i o n  5 —  T h i s  i s  a  t e c h n i c a l  a m e n d m e n t  t o  c o n f o r m  t o  

U n i f o r m  C o m m e r c i a l  C o d e  l a n g u a g e .  ( A S  4 5 . 0 9 )

S e c t i o n  6 —  T h i s  a m e n d m e n t  e n s u r e s  t h a t  a  f e a s i b i l i t y  

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

c o s t  e s t i m a t e .

S e c t i o n  7 —  T h i s  a m e n d m e n t  m a k e s  c l e a r  w h i c h  s e c t i o n s  o f  

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

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

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

p r o d u c t i o n .

S e c t i o n s  8 a n d  9 —  T h e s e  a m e n d m e n t s  p r o v i d e  t h a t  i n t e r e s t  

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

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

t h e  c l a i m  i n  a  p e n d i n g  l a w s u i t  ( T r u s t e e s  f o r  A l a s k a  v .  

S t a t e , 3 A N - 8 2 - 4 9 2  C I V )  t h a t  t h e  p r e s e n t  s t a t u t e  a u t h o r i z ­

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

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

f u n d s .  A l a s k a  C o n s t ,  a r t .  I X ,  s e c .  7.

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

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

i n g  l o a n  f u n d  p r o g r a m .

S e c t i o n  1 2  - -  T h i s  a m e n d m e n t  w i l l  e n s u r e  t h a t  a  p o w e r  

p r o j e c t  o w n e d  b y  t h e  U n i t e d  S t a t e s  o n  w h i c h  t h e  c o r p o r a ­

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

U n i t e d  S t a t e s  i n  o r d e r  f o r  t h e  e x p e n d i t u r e s  t o  b e  v a l i d .

S e c t i o n  1 3  —  T h i s  a m e n d m e n t  w i l l  e n a b l e  t h e  a u t h o r i t y  t o  

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

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

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

t o  t h e  a u t h o r i t y  b e f o r e  c o s t s  a r e  i n c u r r e d .  I n t e r e s t  

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

T h i s  p r o v i s i o n  i s  c r i t i c a l  t o  t h e  m a r k e t a b i l i t y  o f  A P A  

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

S e c t i o n  1 4  - -  T h i s  a m e n d m e n t  d e l e t e s  a n  a m b i g u o u s  r a t e - o f -  

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

" e c o n o m i c  f e a s i b i l i t y "  a s  t h e  t e s t .



S e c t i o n  1 5  —  T h i s  a m e n d m e n t  m a k e s  c l e a r  t h a t  t h e  a u t h o r i ­

t y ,  w h i c h  i s  a n  e n t i t y  o f  t h e  s t a t e ,  o w n s  p r o j e c t s  w h i c h  

i t  a c q u i r e s  o r  c o n s t r u c t s .  T h i s  i s  n e c e s s a r y  t o  a s s u r e  

t h e  a u t h o r i t y ' s  a b i l i t y  t o  p l e d g e  i t s  r e c e i p t s  f r o m  p r o j ­

e c t s  t o  s e c u r e  b o n d s .

S e c t i o n  1 6  - -  T h i s  a m e n d m e n t  g i v e s  s t a n d a r d s  f o r  t h e  a u ­

t h o r i t y ' s  d e t e r m i n a t i o n  o f  w h e t h e r  a  u t i l i t y  i s  q u a l i f i e d  

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

S e c t i o n s  1 7  a n d  1 8  —  T h e s e  a m e n d m e n t s  w o u l d  e n s u r e  t h a t  

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

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

S e c t i o n  1 9  —  T h i s  a m e n d m e n t  d o e s  n o t  a l t e r  t h e  w h o l e s a l e  

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

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

b o n d i n g  a g r e e m e n t s .

S e c t i o n  2 0  —  T h i s  i s  a  . t e c h n i c a l  c l a r i f i c a t i o n .

S e c t i o n  2 1  - -  T h i s  s e c t i o n  a m e n d s  t h e  d e f i n i t i o n  o f  " d e b t  

s e r v i c e "  t o  i n c l u d e  a m o u n t s  c o v e n a n t e d  o r  p l e d g e d  t o  p a y  

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

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

r e t e n t i o n  o f  s u f f i c i e n t  m o n e y  t o  a d e q u a t e l y  s e c u r e  b o n d  

o b l i g a t i o n s .

S e c t i o n  2 2  —  T h i s  s e c t i o n  r e p e a l s  t h e  f o l l o w i n g  s e c t i o n s :

(1) A S  4 4 . 8 3 . 1 9 5 ( b ) ,  r e q u i r i n g  r a t e  r e d u c t i o n  a t  t h e  

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

t i o n  w o u l d  c o n f l i c t  w i t h  t h e  p o o l i n g - o f - c o s t s  c o n c e p t  e m ­

b o d i e d  i n  t h e  e n e r g y  p r o g r a m  f o r  A l a s k a .

(2) A S  4 4 . 8 3 .  3 8 2  (b) ( 2 ) ,  s t a t i n g  w h a t  t h e  p o w e r  d e v e l ­

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

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

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

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

(3) A S  4 4 . 8 3 . 3 9 8 ( b ) ( 2 ) ,  t h e  p o r t i o n  o f  t h e  w h o l e s a l e  

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

o n  t h e  a p p r o p r i a t i o n  o f  $ 5 , 0 0 0 , 0 0 0 , 0 0 0  t o  t h e  p o w e r  d e v e l ­

o p m e n t  f u n d  b e f o r e  J u l y  1, 1 9 8 6 ,  i s  r e p e a l e d  b e c a u s e  i t  

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

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

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



s e c t i o n  w i l l  m o o t  t h e  c l a i m  i n  a  p e n d i n g  l a w s u i t  t h a t  A S  

4 4 . 8 3 . 3 9 8 ( b ) ( 2 )  i s  u n c o n s t i t u t i o n a l .  T r u s t e e s  o f  A l a s k a  

v .  S t a t e ,  N o .  3 A N - 8 2 - 4 9 2  C I V .

S e c t i o n  2 3  —  T h i s  s e c t i o n  p r o v i d e s  f o r  a n  i m m e d i a t e  e f ­

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

S i n c e r e l y ,

B:____________
G o v e r n o r



H O U S E  L E T T E R  O F  I N T E N T

H o u s e  C S  for C S  for Senate Bill No.’ 168 ( R e s o u r c e s )

T h e  Legislature, in exacting the E n e r g y  P r o g r a m  for A l a s k a ,  e x p r e s s e d  its 

desire to p r o v i d e  the lowest reasonable p o w e r  costs to c o n s u m e r s .  T o  

further achieve that e n d ,  it is the intent cf t h e  Legislature to take 

a p p  -opriate action to e n h a n c e  the Alaska P o w e r  Authority's ability to obtain 

long-term b o n d  financing at the lowest possible cost. it is for this 

p u r p o s e  that w e  h a v e  a m e n d e d  the "Susitna equity clause."

Substantial equity h a s  b e e n  invested in the E n e r g y  P r o g r a m  b y  the State of 

Alaska a n d  declining state r e v e n u e s  will h a v e  an i m p a c t  o n  t h e  d e v e l o p m e n t  

of e n e r g y  projects for other regions of the state. I t  is the intent of the 

Legislature theit t h e  balance of the financing n e e d e d  for t h o s e  projects 

u n d e r  construction in _ the P r o g r a m  b e  raised b y  d e b t  financing - t h u s  

reserving future r e v e n u e s  for future e n e r g y  projects t h r o u g h o u t ^ t h e  rest 

of the state. W e  s u p p o r t  the intent of the Alaska P o w e r  A u t h o r i t y  to g o  to 

the b o n d  m a r k e t  in early 1984 for the n e c e s s a r y  f u n d s .  H o w e v e r ,  in ord e r  

to further facilitate the b o n d i n g  capability of the P o w e r  A u t h o r i t y ,  it is 
imperative that utilities w h o  will receive wholesale p o w e r  f r o m  S o l o m o n  

Gulch, Terr o r  L a k e ,  T y e e  L a k e  a n d  S w a n  L a k e  sign p o w e r  sales contracts 
as soon as possible a n d  no later than J a n u a r y  1, 1984. B y  taking this 

action, the utilities s e r v e d  will e n s u r e  i o n g - t e r m  benefits to their 
c o n s u m e r s  t h r o u g h  stable p o w e r  rates.

T h e  G o v e r n o r  is r e q u e s t e d  to prepare a plan for p r o v i d i n g  t h e  n e c e s s a r y  

equity for future projects in the E n e r g y  P r o g r a m  for A l a s k a .  T h i s  plan 
must, be constitutionally s o u n d  a n d  provide for the p r o p e r  administrative 

a n d  Legislative a p p r o v a l  for the various projects. T h i s  plan shall b e  
submitted to the Legislature n o  later than J a n u a r y  15, 1984.

I
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June 20, 1983

S e n a t o r  V i c  F i s c h e r

I understand that this bill has been assigned to you in House Finance 
and will be heard later today.

I am concerned about one section of the bill that was added in House 
Resources. Section 21, allowing utilities to sell power at lower rates 
to industrial consumers, is a major, major policy change that makes the 
bill verv controversial. I understand that it was added based on

' To set the record straight, this amendment was addressed by the Senate 
but rejected based on the fact that it was a major policy change that 
needed further consideration. The Senate letter of intent addresses the 
issue by directing the Alaska Power Authority to study the implications 
for all classes of consumers and for the entire energy program. The 

\ Senate decided that there was no need, other than that directive, to act 
\on the issue this year. The APA has taken a similar position.

As you know, most of the rest of SB 168 deals with technical changes 
that will enable the APA to finish financing projects with revenue 
bonds. This allowance is critical to the success of the energy program. 
To that end, the Senate attempted to keep the bill as "clean" as 
possible, avoiding policy changes that might interfere with the bill's 
final passage. •'

r w s  my belief that the elimination of Sec. 21 would allow the Senate to 
concur with the House changes, avoiding a conference committee, and get 

s^the APA on tho road to successful financing, something that v/e all 
desire. Failure to sell revenue bonds in the near future will, as you 
know, negatively affect the ability of the APA to finance the Susitna 
and other projects throughout the state.

To clarify Sec. 21, it's important to understand that the 
"notwithstanding" portion of it, for utilities regulated by the APUC, 
would override the provision that rates for residential consumers woula 
have to be favorably impacted by the lower industrial rates, because of 
the APUC's mandate to provide for rates based or. "cost cf service.'* 
Moreover, the section contains no protection for residential users to 
nave "first draw" on the power as demand grows, so that we could end up 
vastly subsidizing industry at the same time that we have to build new 
and more expensive facilities for residential users.
Thank you for your attention to this matter.

cc: Rep. A1 Adams
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and F i n ance

BY THE RULES COMMITTEE BY
1 IN THE SENATE REQUEST OF THE GOVER N O R

2 SENATE BILL NO. 168

3 IN THE L E G I S L A T U R E  OF THE STATE OF ALASKA

4 T H I R T E E N T H  LE G I S L A T U R E  - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to the A l a s k a  Power Authority; an..

7 p r o v i d i n g  for an effective date."

8 BE IT ENACTED BY THE LE G I S L A T U R E  OF THE STATE OF ALASKA:

9 * Section 1. AS 4 4.83.040 is amended to read:

10 Sec. 44.83.040. OFFICERS; M E E T I NGS; [AND] QUORUM. The directors

11 shall elect one of theii n umber as chairman and may elect other offi-

12 cers they d e termine desirable. The powers of the authority are vested

13 in the directors, and four directors of the authority constitute a

14 quorum. A c t i o n  may be taken and motions and resolutions adopted by

15 the authority at a m e e t i n g  by the a ffirmative vote of a majority of

16 the [AT LEAST THREE] directors p r e s e n t . The directors of the authori-

17 ty serve without compensation, but they shall receive the same travel

18 pay and per di e m  as provided by law for board members,

19 * Sec. 2. AS 4 4 . 8 3 . 0 4 0  is amended by adding new subsections to read:

20 (b) The bo a r d  may meet and transact: business by an electronic

21 m e d i u m  if

22 (1) public notice of the time and locations where the meet-

23 ins will be hel d  by an electronic m e d i u m  has been given in the same

24 m a n n e r  as if the m e e t i n g  were held in a single location;

25 (2) partic i p a n t s  and members of the public in attendance

26 can hea r  and have the same right to participate in the m e e ting as if

27 the m e e t i n g  w e r e  con d u c t e d  in person; and

28 (3) copies of pertinent reference materials, statutes, reg-

29 ulations, and audio-visual m a terials are reasonably available to



(c) A m e e t i n g  by an e l e ctronic m e d i u m  as provided in this s e c­

tion has the same legal effect as a meeting in person.

(d) A direc t o r  of the authority may not vote on a resolution of 

the authority relating to a lease or contract to be entered into by 

the authority un d e r  this chapter if the director is a party to the 

lease or contract or has a direct ownership or equity interest in a 

firm, partnership, corporation, or a s s o c i a t i o n  that is a party to the 

contract or lease. W h e n  a b s t aining from voting, the director must 

d isclose the reason for the abstention. A r e s o lution of the authority 

that is approved by a majority of the directors present who are not 

barred from v o t i n g  under this s u b section is a valid action of the 

authority for all purposes.

Sec. 3. AS 44.83.105 is amended to read:

Sec. 44.83.105. BONDS FOR POWER PROJECTS UN D E R  THE ENERGY P R O­

GRAM FOR ALASKA. The authority may [SHALL] borrow money and [SHALL] 

issue its bonds for the a cquisition or c o nstruction of power projects 

t o b e acquired or c o n s tructed un d e r  the e n e r g y p r o g ram for Alaska. 

The [ON WHICH THE] principal of and interest on the bonds are payable 

from money d e r ived from the sale of whol e s a l e  power from power p r o j­

ects financed un d e r  AS 44.83.380 -- 44.83.425 from the po w e r  d e v e l o p­

ment fund or from a source refe r r e d  to in AS 44.83.100 as the a u t h or- 

itv d e t e r m ines The bonds may be issued if

(1) a p propriations to the p o w e r  development fund for the 

power project are insufficient to cover the cost of acquiring or c on­

structing the power project; and

(2) the authority determines that the amount of interest 

the authority will pay on its bonds is net mor e  than alternative costs 

of securing mo n e y  from other sources, e x c e p t for the general fund, to



J

1 pay for the ac q u i s i t i o n  or c o n s t r u c t i o n  of the po w e r  project.

2 * Sec. 4. AS 44.83.110(b) is amended to read:

3 (b) N o t w i t h s t a n d i n g  any other p r o v isions of this chapter, the

A t r u s t indenture, trust a g r e e m e n t , secured loan agreement, or other

5 instrument or the r e s o lution c o n s t i t u t i n g a contract w i t h  b o n d h o l d e r s

6 shall c o n t a i n  a covenant by the authority that it will at all times

7 m a i n t a i n  rates, fees or charges sufficient to pay, and that a contract

8 e n t ered into by the a u thority for the sale, transmission or distribu-

9 tion of p o w e r  shall contain rates, fees or charges sufficient to pay

10 the costs of o p eration and m a i n t e n a n c e  of the project, the principal

11 of and interest on bonds issued under the trust agreement as the same

12 severally become due and payable, to p r o vide for debt service coverage

13 as c o n s i d e r e d  necessary by the authority for the m a r k e t i n g  of its

1A bonds and to provide for renewals, r e p lacements and improvements of

15 the project, and to m a i n t a i n  reserves requ i r e d  by the terms of the

16 trust agreement. This s u b s e c t i o n  does not require a covenant w h i c h

17 v a r i e s from a covenant entered into in accordance w i t h  the provisions

18 o f _ AS A A .83.380 -- 44.8?.425.

19 * Sec. 5. AS 44.83.120 is amended to read:

20 Sec. 44.83.120. V A L I D I T Y  OF PLEDGE. It is the i ntention of the

21 legislature that a pledge made in respect of bonds is considered

22 p e r f e c t e d and is [SHALL BE] v a l i d  and b i n ding from the time the pledge

23 is made; that the money or prop e r t y  so pledged and thereafter received

24 by the authority shall i mmediate]y be subject to the lien of the

25 p ledge without physical delivery or further act; and that the lien of

26 the p ledge shall be valid and b i n ding as against all parties having

27 claims of any kind in tort, contract or otherwise against the authori-

28 ty irrespective of w h e t h e r  the parties have notice. N e i ther the

29 resolution, trust agreement n or any other instrument by w h i c h  a pledge

-3- SB 168


