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LhTlER OF INTENT 
CSSB 206(Fin)

It is the intent o f  the Legislature that the a v a i la b i l i ty  o f funds in 
the power pro ject revolving fund AS 44.83.170 not become a cap or upper 
limit on the power cost equalization program AS 44.83.162 and that 
additional funds i f  required come from the general fund.
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I N  T H E  S E N A T E

C S  F O R  S E N A T E  B I L L  N O .  2 0 6  )

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

F I F 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  a n  A c t  e n t i t l e d :  t " 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 ;  a n d

B E  I T  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  O F  A L A S K A :

* S e c t i o n  1. A S  4 4 . 8 3 . 0 9 2  i s  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  t o  

r e a d :

(b) A  c o n t r a c t  t h a t  t h e  a u t h o r i t y  e n t e r s  i n t o  u n d e r  ( a )  o f  t h i s  

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

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  A S  4 4 . 8 3 . 3 8 0  - 4 4 . 8 3 . 4 2 5  ( e n e r g y

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

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

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

o f  t h e  c o m m i t t e e  w i t h  r e s p e c t  t o  t h e  p o w e r  p r o j e c t .  T h e  p o w e r s  m a y  

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

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

p o s e s .

*  S e c .  2. A S  4 4 . 8 3 . 1 0 5  i s  a m e n d e d  t o  r e a d :

S e c .  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 ­

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  b o r r o w  m o n e y  a n d  i s s u e  i t s  b o n d s  

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  p o w e r  p r o j e c t s  t o  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  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  p r i n c i p a l ,  o f  

a n d  i n t e r e s t  o n  t h e  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  t h e  s a l e  

o f  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 e c t 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  a s  p a r t  o f  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  [ F R O M  T H E  P O W E R

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 . "
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D E V E L O P M E 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  t o  i n  A S  4 4 . 8 3 . 1 0 0  a s  t h e  

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

(1) m o n e y  a v a i l a b l e  f r o m  a p p r o p r i a t i o n s  t o  t h e  p o w e r  pro.j - 

e c t  r e v o l v i n g  f u n d  f o 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  [D E V E L O P M E N T  

F U N D ]  f o r  t h e  p o w e r  p r o j e c t  i £  [ A R E ]  i n s u f f i c i e n t  t o  c o v e r  t h e  c o s t  o f  

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

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

S e c .  3. A S  4 4 . 8 3 . 1 6 2 ( a )  i s  a m e n d e d  t o  r e a d :

(a) T h e  p o w e r  c o s t  e q u a l i z a t i o n  p r o g r a m  [ F U N D ]  i s  e s t a b l i s h e d  

[ A S  A  S E P A R A T E  F U N D ]  f o r  t h e  p u r p o s e  o f  e q u a l i z i n g  p o w e r  c o s t  p e r  

k i l o w a t t - h o u r  s t a t e w i d e  a t  a  c o s t  c l o s e  o r  e q u a l  t o  t h e  m e a n  o f  t h e  

c o s t  p e r  k i l o w a t t - h o u r  i n  A n c h o r a g e ,  F a i r b a n k s ,  a n d  J u n e a u  [ B Y  P A Y I N G  

M O N E Y  F R O M  T H E  F U N D  T O  E L I G I B L E  E L E C T R I C  U T I L I T I E S  I N  T H E  S T A T E ] . T h e  

p r o g r a m  [ F U N D ]  s h a l l  b e  a d m i n i s t e r e d  b y  t h e  a u t h o r i t y  [ A S  A  F U N D  

D I S T I N C T  F R O M  T H E  O T H E R  F U N D S  O F  T H E  A U T H O R I T Y .  T H E  F U N D  I S  C O M P O S E D  

O F  M O N E Y  A P P R O P R I A T E D  F O R  T H E  P U R P O S E  O F  P R O V I D I N G  P O W E R  C O S T  

E Q U A L I Z A T I O N  T O  E L I G I B L E  E L E C T R I C  U T I L I T I E S ] .

S e c .  4. A S  4 4 . 8 3 . 1 7 0 ( a ) '  i s  a m e n d e d  t o  r e a d :

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

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

o f  t h e  a u t h o r i t y ,  a n d  w h i c h  i n c l u d e s  [ O N L Y ]  m o n e y  a p p r o p r i a t e d  b y  t h e  

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

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

S e c .  5 .  A S  4 4 . 8 3 . 1 7 0 ( b )  i s  a m e n d e d  t o  r e a d :

(b) T h e  a u t h o r i t y  m a y  m a k e  l o a n s  f r o m  t h e  p o w e r  p r o j e c t  r e v o l v ­

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



o f  p r i n c i p a l

(1) t o  e l e c t r i c  u t i l i t i e s ,  r e g i o n a l  e l e c t r i c  a u t h o r i t i e s ,  

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

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

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

( A i  r e c o n n a i s s a n c e  s t u d i e s ,  f e a s i b i l i t y  s t u d i e s ,  

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

d e s i g n  o f  p o w e r  p r o j e c t s ;

(B) c o n s t r u c t i n g ,  e q u i p p i n g ,  m o d i f y i n g ,  i m p r o v i n g ,  a n d  

e x p a n d i n g  [ S M A L L - S C A L E ]  p o w e r  p r o d u c t i o n  f a c i l i t i e s ,  c o n s e r v a t i o n  

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

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

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

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

b i o m a s s ,  h y d r o e l e c t r i c ,  s o l a r  o r  o t h e r  n o n n u c l e a r  [ N O N - N U C L E A R ]  

e n e r g y  s o u r c e s ;  [ A N D ]

(C) r e c o n n a i s s a n c e  s t u d i e s ,  p r e c o n s t r u c t i o n  e n g i n e e r ­

i n g ,  d e s i g n ,  c o n s t r u c t i o n ,  e q u i p p i n g ,  m o d i f i c a t i o n ,  a n d  e x p a n s i o n  

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

s o u r c e s  a n d  t r a n s m i s s i o n  o f  w a t e r  f r o m  s u r f a c e  s t o r a g e  t o  e x i s t ­

i n g  d i s t r i b u t i o n  s y s t e m s ;

(D) a c q u i s i t i o n s  o f  b u l k  f u e l  o r  p r o v e n  r e s e r v e s  o f  

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

( E )  c o n s u m e r  e n d - u s e  i m p r o v e m e n t s  t o  r e d u c e  d e m a n d  f o r

e n e r g y ;

( 2 )  t o  a  b o r r o w e r  f o r  a  p o w e r  p r o j e c t  i f

(A) t h e  l o a n  i s  e n t e r e d  i n t o  u n d e r  a  l e v e r a g e d  l e a s e  

f i n a n c i n g  a r r a n g e m e n t ;

(B) t h e  p a r t y  w h i c h  w i l l  b e  r e s p o n s i b l e  f o r  t h e  p o w e r

- 3 -  C S S B  2 0 6 (  )



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

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

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

d a n c e  a r e a s , o r  n o n p r o f i t  m a r k e t i n g  c o o p e r a t i v e ;  a n d

•
(C )  t h e  b o r r o w e r  s e e k i n g  t h e  l o a n  d e m o n s t r a t e s  t o  t h e  

a u t h o r i t y  t{iat t h e  f i r i a n c i n g  a r r a n g e m e n t  f o r  t h e  p o w e r  p r o j e c t  

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

p u b l i c  p o w e r  p r o j e c t s j _

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

S e c .  6. A S  4 4 . 8 3 . 1 7 0 ( g )  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

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

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

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

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

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

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

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

c h a p t e r .

S e c .  7. A S  4 4 . 8 3 . 1 7 0  i s  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  t o  r e a d :

(1) T h e  R a i l b e l t  a d v i s o r y  c o m m i t t e e ,  c o m p o s e d  o f  o n e  m e m b e r  f r o m  

e a c h  e l e c t r i c  u t i l i t y  in- t h e  R a i l b e l t ,  i s  e s t a b l i s h e d .  T h e  a u t h o r i t y  

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

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

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

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

t e e  b e f o r e  a c t i n g  o n  t h e  l o a n  a p p l i c a t i o n .

( j )  T h e  a u t h o r i t y  s h a l l  s u b m i t  a n  a n n u a l  r e p o r t  t o  t h e  l e g i s l a ­

t u r e  b y  t h e  1 0 t h  d a y  o f  t h e  l e g i s l a t i v e  s e s s i o n .  T h e  r e p o r t  s h a l l

make recommendations concerning the a l l o c a t i o n  of funds in the power
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p r o j e c t  r e v o l v i n g  f u n d .  T h e  f i r s t  p r i o r i t y  f o r  u s e  o f  t h e  u n r e ­

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

p r o g r a m  u n d e r  A S  4 4 . 8 3 . 1 6 2 .

* S e c .  8 .  A S  4 4 . 8 3  i s  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  t o  r e a d :
t

S e c .  4 4 . 8 3 . 1 7 2 .  P O W E R  P R O J E C T  B O N D S .  (a )  T h e  a u t h o r i t y  m a y

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

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

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

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

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

( b )  L o a n s  nu,.de o r  r e f i n a n c e d  w i t h  t h e  p r o c e e d s  o f  b o n d s  a u t h o r i ­

z e d  b y  t h i s  s e c t i o n  f o r  p r o j e c t s  u n d e r  A S  4 4 . 8 3 . 1 7 0 ( b )  a r e  s u b j e c t  t o  

A S  4 4 . 8 3 . 1 7 0 ( a )  - ( e ) .

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

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

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

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

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

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

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

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

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

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

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

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

*  S e c .  9. A S  4 4 . 8 3 . 1 8 7 ( d )  i s  a m e n d e d  t o  r e a d :

(d) 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 5  d o  n o t  a p p l y  t o

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

p r o j e c t ;

(2) t h e  c o n s t r u c t i o n  o f  a n  e l e c t r i c a l  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  f a c i l i t y  [ T H A T  I S  E S T I M A T E D  T O  G O S T  L E S S  T H A N  $ 3 , 0 0 0 , 0 0 0 ] .
to

*  S e c .  10. A S  4 4 . 8 3 . 3 6 1 ( a )  i s  a m e n d e d  t o  r e a d ;

(a) T h e  r i ^ r a l  e l e c t r i f i c a t i o n  p r o g r a m  [ R E V O L V I N G  L O A N  F U N D ]  i s  

e s t a b l i s h e d  i n  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 E  F U N D  C O N S I S T S  O F

(1) A P P R O P R I A T I O N S  M A D E  T O  T H E  F U N D ;  A N D

(2) P R I N C I P A L  P A Y M E N T S  O N  L O A N S  M A D E  U N D E R  T H I S  S E C T I O N . ]

* S e c .  11 .  A S  4 4 . 8 3 . 3 6 1 ( b )  i s  a m e n d e d  t o  r e a d ;

(b) T h e  a u t h o r i t y  m a y  m a k e  l o a n s  f r o m  t h e  p o w e r  p r o j e c t  r e v o l v ­

i n g  f u n d  u n d e r  A S  4 4 . 8 3 . 1 7 0  f o r  t h e  r u r a l  e l e c t r i f i c a t i o n  p r o g r a m  

[ R E V O L V I N G  L O A N  F U N D ]  t o  e l e c t r i c  u t i l i t i e s  c e r t i f i e d  b y  t h e  A l a s k a  

P u b l i c  U t i l i t i e s  C o m m i s s i o n .  A  l o a n  u n d e r  t h e  p r o g r a m  [ F R O M  T H E  F U N D ]  

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

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

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

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

[ F R O M  T H E  F U N D ]  t o  a n  e l e c t r i c  u t i l i t y  i f  t h e  u t i l i t y  i n v e s t s  t h e  

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

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

s e r v i c e  w o u l d  b e  p r o v i d e d  b y  t h e  e x t e n s i o n  o f  e l e c t r i c  s e r v i c e .
reads at~

Applications for loans to extend service along state/highwavs shall be
d a

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

s e c t i o n .  H o w e v e r ,  a  l o a n  m a y  n o t  b e  m a d e  [ F R O M  T H E  F U N D ]  u n l e s s

(1) t h e  l o a n  i s  r e c o m m e n d e d  b y  a  l o a n  a d v i s o r y  c o m m i t t e e  

a p p o i n t e d  u n d e r  A S  4 4 . 8 3 . 3 6 3 ;  a n d

(2 )  t h e  e x t e n s i o n  o f  e l e c t r i c  s e r v i c e  w o u l d  p r o v i d e  i m m e d i ­

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

CSSB 206( ) -6-
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*  S e c .  12. A S  4 4 . 8 3 . 3 6 1 ( c )  i s  a m e n d e d  t o  r e a d :

(c) A  l o a n  u n d e r  [ 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  p r o g r a m  [ 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  l o a n .  L o a n  r e p a y m e n t s  a n d  i n t e r e s t  

[ 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 t i o n  s h a l l  b e  d e ­

p o s i t e d  [ M U S T  BE, T R A N S F E R R E D  M O N T H L Y  T O  T H E  C O M M I S S I O 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  p o w e r  p r o j e c t  r e v o l v i n g  [ G E N E R A L ]  f u n d  u n d e r  

A S  4 4 . 8 3 . 1 7 0 ( g ) .  T h e  a u t h o r i t y  m a y  f o r g i v e  t h e  u n p a i d  b a l a n c e  r e m a i n ­

i n g  o n  a  l o a n  m a d e  u n d e r  t h i s  s e c t i o n  a f t e r  2 0  y e a r s .

*  S e c .  13. A S  4 4 . 8 3 . 3 6 1 ( e )  i s  a m e n d e d  t o  r e a d :

(e) T h e  a u t h o r i t y  s h a l l

(1) a d o p t  r e g u l a t i o n s  n e c e s s a r y  t o  c a r r y  o u t  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 ;

(2) a d m i n i s t e r  t h e  r u r a l  e l e c t r i f i c a t i o n  p r o g r a m  [ R E V O L V I N G  

L O A N  F U N D ] ; a n d

(3) s u b m i t  t o  t h e  l e g i s l a t u r e  w i t h i n  t h e  f i r s t  1 0  d a y s  o f  

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

a u t h o r i t y  u n d e r  t h i s  s e c t i o n  a n d  a n  a c c o u n t i n g  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  p r o g r a m  [ R E V O L V I N G  L O A N  F U N D ] .

*  S e c .  14 .  A S  4 4 . 8 3 . 3 6 3  i s  a m e n d e d  t o  r e a d :

S e c .  4 4 . 8 3 . 3 6 3 .  L O A N  A D V I S O R Y  C O M M I T T E E .  W h e n  a n  a p p l i c a t i o n  

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

A S  4 4 . 8 3 . 3 6 1 ,  t h e  a u t h o r i t y  s h a l l  a p p o i n t  a  l o c a l  a d v i s o r y  c o m m i t t e e  

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

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

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

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

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

i n  t h e  a r e a  o f  t h e  p r o p o s e d  e x t e n s i o n  o f  e l e c t r i c  s e r v i c e  i s  l i k e l y  t o
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p r o v i d e  f o r  f u l l  r e p a y m e n t  o f  t h e  l o a n  u n d e r  A S  4 4 . 8 3 . 3 6 1 ( d )  w i t h i n  2 0  

[ 1 0 ]  y e a r s .  I n  m a k i n g  t h a t  d e t e r m i n a t i o n  t h e  c o m m i t t e e  s h a l l  c o n s i d e r

(1) p e r m a n e n c e  o f  t h e  p r e m i s e s  t o  b e  s e r v e d  b y  t h e  e x t e n ­

s i o n ;

(2) l a n d  u s e  p a t t e r n s  i n  t h e  a r e a ;

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

p r o c e e d s ;

(4) a v a i l a b i l i t y  o f  o t h e r  u t i l i t y  s e r v i c e  i n  t h e  a r e a ;  a n d

(5) t h e  f i n a n c i a l  [ E C O N O M I C ]  f e a s i b i l i t y  o f  t h e  e x t e n s i o n  

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

*  S e c .  15. A S  4 - ' * . 8 3 . 3 8 0 ( b )  i s  a m e n d e d  t o  r e a d :

(b) 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 s  a  p r o g r a m  b y  w h i c h  t h e

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

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

A S  4 4 . 8 3 . 1 7 0  f o r  p o w e r  d e v e l o p m e n t  [ F U N D  E S T A B L I S H E D  I N  A S  4 4 . 8 3 . 3 8 2 ] ,  

A  p o w e r  p r o j e .  7 m a y  b e  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  o f  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  o n l y  i f  t h e  p r o j e c t  i s  s u b m i t t e d  t o  a n d  a p p r o v e d  b y  

t h e  l e g i s l a t u r e  i n  a c c o r d a n c e  w i t h  p r o c e d u r e s  s e t  o u t  i n  A S  4 4 . 8 3 . -  

1 7 7  - 4 4 . 8 3 . 1 8 7 .

*  S e c .  16.  A S  4 4 . 8 3 . 3 8 4  i s  a m e n d e d  t o  r e a d :

S e e .  4 4 . 8 3 . 3 8 4 .  U S E  O F  F U N D  F O R  E N E R G Y  P R O G R A M  [ B A L A N C E ] ,  (a) 

T h 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  p o w e r  p r o j e c t  r e v o l v i n g  f u n d  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  [ F U N D  M A Y  B E  U S E D  B Y  T H E  A U T H O R I T Y  T O  

P R O V I D E  M O N E Y ]  f o r

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

e c t  f i n a n c e  p l a n s  p r e p a r e d  u n d e r  A S  4 4 . 8 3 .  1 7 7  - 4 4 . 8 3 . 1 8 1  ;

( 2) t h e  c o s t  o f  a  p o w e r  p r o j e c t ,  i n c l u d i n g  b u t  n o t  l i m i t e d  

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

s i g n s ,  o b t a i n i n g  l a n d ,  a n d  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 ;
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o n  l o a n s  

p r o j e c t ;

a n d

( b )

t i o n ,  t h 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 u n d  [ M A Y  B E  U S E D  U N D E R  (a) 

O F  T H I S  S E C T I O N  O N L Y ]  f o r  a  p o w e r  p r o j e c t  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 f  t h e  p r o j e c t  [ T H A T ]

(1 )  i s  e c o n o m i c a l l y  f e a s i b l e ;  a n d

(2) p r o v i d e s  t h e  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  t o  u t i l i t y  

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

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

p r o j e c t s  i n  t h e  m a r k e t  a r e a ,  a n d  [ T H A T ]  o p e r a t e s  o r  w i l l  o p e r a t e  o n  

o n e  o r  m o r e  o f  t h e  f o l l o w i n g :

( A )  r e n e w a b l e  e n e r g y  r e s o u r c e s ,  i n c l u d i n g  b u t  n o t  

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

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

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

( B )  c o a l  o r  p e a t ; .

(C) e n e r g y  d e r i v e d  f r o m  w a s t e  h e a t ;  o r

(D) f o s s i l  f u e l ,  i n c l u d i n g  o i l  o r  n a t u r a l  g a s .

(c) N o t w i t h s t a n d i n g  ( b ) ( 1 )  o f  t h i s  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 ,  t h e  f u n d  m a y  b e  u s e d  b y  t h e  a u t h o r i t y  t o  p r o v i d e  m o n e y  f o r  

t h e  c o s t  o f  a  p o w e r  p r o j e c t  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  t h a t  

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

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

(3) t h e  d e f e a s a n c e  o f  b o n d s ,  o r  t h e  p a y m e n t  o f  d e b t  s e r v i c e  

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

( 4) t h e  c o s t  o f  o p e r a t i n g  a n d  m a i n t a i n i n g  p o w e r  p r o j e c t s ;

(5) d§bt s e r v i c e  o n  p o w e r  p r o j e c t s .

I n  a d d i t i o n  t o  t h e  p u r p o s e s  a u t h o r i z e d ,  b y  (a) o f  t h i s  s e c -
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u n d e r  t h i s  s u b s e c t i o n .  T h 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 u n d  f o r  

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

(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  t h e  p r o j e c t ;

(2) t h e  o f f i c e  o f  m a n a g e m e n t  a n d  b u d g e t  i n  t h e  O f f i c e  o f

• »

t h 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  o f  f i n a n c e  f o r  t h e  

p r o j e c t  a n d  d e t e r m i n e s  t h a t  t h 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  

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  t h a t  t h e  p l a n  o f  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

(3) t h e  p r o j e c t  m e e t s  t h e  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 ­

t e r .

*  S e c .  1 7 .  A S  4 4 . 8 3 . 3 9 8 ( c )  i s  a m e n d e d  t o  r e a d :

(c) T h e  a u t h o r i t y  s h a l l  d e p o s i t  [ T R A N S M I T  A L L  T H E ]  m o n e y  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  C O M M I S S I O 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  p o w e r  p r o j e c t  r e v o l v i n g  [ S T A T E  G E N E R A L ]  f u n d  e x c e p t  

f o r  m o n e y  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 t e d  t o  s e c u r e  b o n d s .

*  S e c .  1 8 .  A S  4 4 . 8 3 . 4 2 5 ( 3 )  i s  a m e n d e d  t o  r e a d :

(3 )  " f u n d "  m e a n s  t h e  p o w e r  p r o j e c t  r e v o l v i n g  [ D E V E L O P M E N T ]  

f u n d  e s t a b l i s h e d  b y  A S  4 4 . 8 3 . 1 7 0  [ A S  4 4 . 8 3 . 3 8 2 ] ;

* S e c .  1 9 .  T o  b e  c o n s i s t e n t  w i t h  t h e  c h a n g e  m a d e  b y  s e c .  4 o f  t h i s  A c t ,  

w h e r e v e r  i n  t h e  A l a s k a  S t a t u t e s  a n d  i n  r e g u l a t i o n s  a d o p t e d  u n d e r  t h o s e  

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

p o w e r  p r o j e c t  r e v o l v i n g  f u n d .  U n d e r  A S  0 1 . 0 5 . 0 3 1  t h e  r e v i s o r  o f  s t a t u t e s  

s h a l l  i m p l e m e n t  t h i s  s e c t i o n  i n  t h e  s t a t u t e s ,  a n d ,  u n d e r  A S  4 4 . 6 2 . 1 2 5 ( b )-

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

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

*  S e c .  2 0 .  A S  3 7 . 0 5 . 1 5 3 ;  A S  4 4 . 2 5 . 0 2 0 ( 5 ) ;  A S  4 4 . 3 3 . 6 0 0 ,  4 4 . 3 3 . 6 1 0 ,  

4 4 . 3 3 . 6 2 0 ( a ) ,  4 4  . 3 3 . 6 2 0 ( d ) ;  A S  4 4 . 8 3 . 1 6 2 ( o ) ( 6 ) ,  4 4 . 8 3 . 3 8 2 ,  4 4 . 8 3 . 3 8 6 ,  a n d  

4 4 . 8 3 . 3 8 8 ( b )  a r e  r e p e a l e d .
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*  S e c .  2 1 .  O b l i g a t i o n s ,  e n c u m b r a n c e s ,  a n d  e x p e n d i t u r e s  i n c u r r e d  a g a i n s t  

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

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

1 7 0 ) .

*  S e c .  2 2 .  S e c t i o n s  2 - 6 ,  a n d  10 - 21 o f  t h i s  A c t  t a k e  e f f e c t  J u l y  1,

1 9 8 7 ,  i f  a n  A c t  t r a n s f e r r i n g  a p p r o p r i a t i o n s  f o r  e n e r g y  p r o g r a m s  t o  t h e

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

r e v o l v i n g  f u n d  i s  e n a c t e d  o n  o r  b e f o r e  J u l y  1, 1 9 8 7 .

*  S e c .  2 3 .  S e c t i o n s  1 a n d  7 - 9 o f  t h i s  A c t  t a k e  e f f e c t  i m m e d i a t e l y

u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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S e n a t o r  Joftn p .  (Jack) Cogljtll

ainfiltn &tntc legislature
liov v
Juneau. Alaska QQtt 11 
(y07) 4 6 5 -4 7 0 7

box 5502 ft
North Pole. Alaska 9 0 7 0 5  
(007) 4 8 6 -0 8 6 2

April 21, 1987

MEMORANDUM

To: Members of the Senate Finance Conmittee

From: Senator Coghill

Re: CSSB 206

CSSB 206 makes pertinent changes to existing law relating to the
Alaska Power Authority.

Section 1 amends AS 44.83.092 by adding a new subsection (b) which 
recognizes the project management committee being established by the 
power sale agreements. The purpose is to allay the concerns of the bond 
buyers as to the exact function and authority of these committees.

Section 2 amends AS 44.83.170 by adding a new subsection (i) setting 
up a loan advisory conmittee, composed of Railbelt utilities, to review 
all loan applications for Railbelt-energy related projects and advise 
APA of their recommendations. The purpose is to obtain Railbelt utility 
input on pertinent loans.

Section 3 amends the Power Project Fund statutes (AS 44.83.170) by 
adding a new section, AS 44.83.172, which will allow APA to issue 
revenue bonds secured by the loan repayments and moral obligation of the 
State. This APA loan program has been a success and currently has 23 
outstanding loans valued at $30,239,000, with a zero delinquency or 
default rate. The interest rate is set by APA but cannot be less than 
5%. In the past, the loan funds have come frcm General Fund 
appropriations. These appropriations are expected to be severely 
curtailed or eliminated. In short, the borrower would have access to 
loan funds obtained from revenue bonds ar market rates not available to 
individual small borrowers.

Section 4 amends AS 44.83.187(d) by eliminating the applicability of 
AS 44.83.177-44.83.185 to electrical transmission or distribution 
facilities. Present statutes are somewhat ambiguous as evidenced by 
opposing legal opinions frcm the AG and LAA Legal SErvices. While the 
transmission line projects are different from power generation projects, 
they would still have to comply with the APA's project approval process 
policy.
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APA LOAN FROGRAHS— PROJECTS FUNDED (Prepared 09-Har-87 >

Loan House Original Interest Princ. Bal. Est. FY87 Avg. Fund

Date Dist Borrower Aiount Rate II) Purpose t 6/30/86 Incoae Return

POWER PROJECT FUND LOANS:

4/78 04 AELbP (Juneau) 500,000 6.50 Autoaate Annex Creek hydro 313,000 20,345

8/80 26 City of King Cove 200,000 7.00 Acquire 2 300 kw generators 173,256 12,128

10/80 26 1NNEC (Iliaana area) 300,000 8.60 Initial electrification 374,350 32,194

10/B0 04 AELbP (Juneau) 1,000,000 8.60 Substation I 69 kv trans line 947,227 81,462

8/81 25 Bethel Cogen. Util. 1,000,000 5-11 Construct waste heat systea 835,000 41,750

12/81 04 AELbP (Juneau) 2,300,000 11.80 Upgrade trans It dist systea 2,170,238 256,088

8/82 04 AELbP (Juneau) 1,700,000 13.23 Upgrade trans b dist systea 1,633,411 216,100

8/83 04 AELbP (Juneau) 1,000,000 9.95 Upgrade Lwr Sala Crk hydro 990,500 98,555

8/83 04 AELbP (Juneau) 2,000,000 9.29 Upgrade trans 6 dist systea 1,900,992 176,602

4/84 04 AELbP (Juneau) 500,000 9.95 Upgrade Lwr Sala Crk hydro 497,290 49,480

4/84 04 AELbP (Juneau) 2,000,000 9.95 Upgrade trans b dist systea 1,989,158 197,921

4/84 04 AELbP (Juneau) 2,000,000 9.29 Upgrade trans b dist systea 1,943,310 180,533

8/85 24 Tanana Power Co. 130,000 9.55 Finance new powerhouse 127,672 12,193

9/85 26 GbK Inc. (Cold Gay) t,2B3,836 9.60 Upgrade systes-phase 1 800,000 78,400

8/85 26 Levelock Elect. Coop. 30,000 8.90 Acquire new diesel generator 29,039 2,584

11/85 24 Middle Kusk, Elec. Coop. 250,000 5.00 Initial electrif (Red Devil) 128,890 6,445

8/81i 26 City of King Cove 120,000 7.95 Acquire new diesel generator 120,000 9,540

9/86 26 City of Clarks Point 177,000 7.50 Initial electrification 0

a/86 26 6bK Inc. (Cold Bay) 1,000,000 a Upgrade systea-phases 2 b 3 0

9/B6 06 Chitina Electric, Inc. 101,500 7.65 Coaplete constr. of aini-hydro 0

a/87 06 Cordova Elec. Coop. 1,950,000 a Desg b Constr Huipback Crk Hydro 0

a/37 24 City of Galena 1,350,000 7.71 Expansion to serve Air Force 0

a/B7 25 Kwig Power Coapany 25,000 5.00 Acquire new diesel generator 0

20,917,336 14,973,333 1,472,321 9.831

RURAL ELECTRIFICATION REVOLVING LOAN FUND:

7/82 26 INNEC (Ili anna area) 1,340,000 2.00 Initial electrification 1,340,000 26,800

1/83 26 Andreanof Elec. Co. 200,000 2.00 Initial electrif (Atka) 143,828 2,877

7/B3 26 INNEC (Iliaina area) 230,202 2.00 Initial electrification 210,942 4,219

10/83 26 Egegik Light i Power 130,000 2.00 Cnnct 12 new hoaeslb 36 future) 130,000 2,600

11/83 02 Yakutat Power, Inc. 134,000 2.00 ASHA subdivision extension 49,611 992

1/84 26 City of Unalaska 250,000 2.00 Cnnct harbor, dock b airport 250,000 5,000

1/84 26 City of Unalaska 1,560,486 2.00 Feeder-cnnct Unak. b Aaknk.Ph's 1,560,486 31,210

7/84 26 Egegik Light b Power 83,830 2.00 Phase 2 of 19B3 project (above) 83,830 1,677

7/85 26 City of Saint Paul 687,2B5 2.00 ElranHgts,wndfra,USCG,arprt;Dock 61,Bit 1,236

9/B6 26 City of Clarks Point 250,000 2.00 Initial electrification 0

a/87 19 BVEA (Fairbanks) 90,000 2.00 Tungsten Subdivision extension 0

4,955,803 3,830,508 76,610 2.001

GOVERNOR'S DISASTER FUND LOANS:

8/84 26 6bK, Inc. (Cold Bay) 500,000 6.00 repl gen's destroyed by fire 500,000 30,000

3/86 24 Venetie Village Council 50,000 5.00 repl gen lost to ajr break-down 45,000 2,250

2/87 24 Venetie Village Council 65,000 5.00 repi gen's destroyed by fire 0

615,000 545,000 32,250 5.92X

LOANS iAUTHORIZED BY SPECIFIC APPROPRIATION:

3/81 04 AELbP (Juneau) 200,000 7.00 Autoaate Upr Sala Crk Ph 179,367 12,556

8/82 03 City of Sitka 15,000,000 4.00 Finance Green Lake Hydro 14,369,095 574,764

11/85 19 Far North Util.(Central) 200,000 9.05 Initial electrification 163,431 14,791

15,400,000 14,711,893 602,110 4.091

Total Loans Arioinistored 41,88B,139 34,060,734 2,183,291 6.411sssssssssa ss::cs:sca: xS3SISSSSSS
a loan approved by Board, agreeient not yet coipleted
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•  R E A /C F C  T Y P E  LO A N S
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Offered: 4/14/87 5-C881B
Referred: Finance

Original sponsors: Coghill and Faiks

1 IN THE SENATE BY THE RESOURCES COMMITTEE

2 CS FOR SENATE BILL NO. 206 (Resources)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

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

7 providing for an effective date."

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

9 * Section 1. AS 44.83.092 is amended by adding a new subsection to

10 read:

11 (b) A contract that the authority enters into under (a) of this

12 section relating to the sale of electric power from a power project to

13 be acquired or constructed under AS 44.83.380 - 44.83.425 (energy

14 program for Alaska) may create a project management committee. The

15 committee shall consist of representatives of the contracting parties

16 as specified in the contract. The contract shall determine the powers

17 of the committee with respect to the power project. The powers may

18 include responsibility for the management, operation, and maintenance

19 of the project. To the extent provided in the contract, the committee

20 has separate legal existence and other powers necessary to its pur-

21 poses.

22 * Sec. 2. AS 44.83.170 is amended by adding a new subsection to read:

23 (i) The Railbelt advisory committee, composed of one member from

24 each electric utility in the Railbelt, is established. The authority

25 may not make a loan under this section for an energy-related project

26 that is located in the Railbelt until the Railbelt advisory committee

27 has had an opportunity to review the loan application. The authority

28 shall consider the written comments and recommendations of the commit-

29 tee before acting on the loan application.

SB0206b -1- CSSB 206(Res)



*
1 * Sec. 3. AS 44.83 is amended by adding a new section to read:

2 Sec. 44.83.172. POWER PROJECT BONDS. (a) The authority may

3 borrow money and issue bonds to make or refinance loans from the power

4 project fund for the acquisition or construction of power projects

5 under AS 44.83.170(b)(1). Loans made or refinanced with the proceeds

6 of bonds authorized by this section are subject to AS 44.83.170(a) -

7 (e). However, the authority may not issue bonds to make or refinance

8 a loan entered into under a leveraged lease financing arrangement.

9 The authority may issue bonds if the borrower is an entity that may

10 borrow from the fund under AS 44.83.170.

11 (b) With respect to loans made or refinanced with the proceeds

12 of bonds, the authority may pledge the principal and interest received

13 from the loan repayments and the interest earned on those amounts in

14 the power project fund for bonds issued under this section. Notwith-

15 standing AS 44.83.170(g), if the authority pledges these amounts, they

16 may not be deposited into the general fund.

17 (c) The authority may notify the head of a department or agency

18 of the state in writing that a municipality is in default on the

19 repayment of principal or interest on loans made or refinanced with

20 the proceeds of bonds issued under this section. Notwithstanding any

21 other provision of law, to the extent that a department or agency of

22 the state is the custodian of money payable to the municipality, the

23 department or agency shall withhold payment of the money from the

24 municipality and pay over the money to the authority to pay principal

25 and interest on bonds of the authority issued under this section.

26 * Sec. 4. AS 44.83.187(d) is amended to read:

27 (d) The provisions of AS 44.83.177 - 44.83.185 do not apply to

28 (1) an addition, modification, repair, reconstruction,

29 design, acquisition or construction for the purpose of completing a

CSSB 206(Res) -2- SB0206b



#
1 project;

2 (2) the construction of an electricsi transmission or dis

3 tribution facility [THAT IS ESTIMATED TO COST LESS THAN $3,000,000].

4 * Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

SB0206b -3- CSSB 206(Res)
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Original s p o n s o r s : Coghill and Faiks

I N  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

C S  F O R  S E N A T E  B I L L  N O .  2 0 6  ( 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  

F I F 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  a n  A c t  e n t i t l e d :  " 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 ;  a n d

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 . "

B E  I T  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  O F  A L A S K A :

*  S e c t i o n  1. A S  4 4 . 8 3 . 0 9 2  i s  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  t o  

r e a d :

(b) A  c o n t r a c t  t h a t  t h e  a u t h o r i t y  e n t e r s  i n t o  u n d e r  (a) o f  t h i s  

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

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  A S  4 4 . 8 3 . 3 8 0  - 4 4 . 8 3 . 4 2 5  ( e n e r g y  

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

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

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

o f  t h e  c o m m i t t e e  w i t h  r e s p e c t  t o  t h e  p o w e r  p r o j e c t .  T h e  p o w e r s  m a y  

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

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

p o s e s  .

*  S e c .  2. A S  4 4 . 8 3 . 1 0 5  i s  a m e n d e d  t o  r e a d :

S e c .  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 ­

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  b o r r o w  m o n e y  a n d  i s s u e  i t s  b o n d s  

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  p o w e r  p r o j e c t s  t o  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  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  p r i n c i p a l  o f  

a n d  i n t e r e s t  o n  t h e  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  t h e  s a l e  

o f  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 e c t 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  a s  p a r t  o f  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  [ F R O M  T H E  P O W E R
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D E V E L O P M E 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  t o  i n  A S  4 4 . 8 3 . 1 0 0  a s  t h e  

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

(1) m o n e y  a v a i l a b l e  f r o m  a p p r o p r i a t i o n s  t o  t h e  p o w e r  p r o  j - 

e c t  r e v o l v i n g  f u n d  f o 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  [ D E V E L O P M E N T  

F U N D ]  f o r  t h e  p o w e r  p r o j e c t  i £  [ A R E ]  i n s u f f i c i e n t  t o  c o v e r  t h e  c o s t  o f  

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

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

*  S e c .  3. A S  4 4 . 8 3 . 1 6 2 ( a )  i s  a m e n d e d  t o  r e a d :

(a) T h e  p o w e r  c o s t  e q u a l i z a t i o n  p r o g r a m  [ F U N D ]  i s  e s t a b l i s h e d  

[ A S  A  S E P A R A T E  F U N D ]  f o r  t h e  p u r p o s e  o f  e q u a l i z i n g  p o w e r  c o s t  p e r  

k i l o w a t t - h o u r  s t a t e w i d e  a t  a  c o s t  c l o s e  o r  e q u a l  t o  t h e  m e a n  o f  t h e  

c o s t  p e r  k i l o w a t t - h o u r  i n  A n c h o r a g e ,  F a i r b a n k s ,  a n d  J u n e a u  [ B Y  P A Y I N G  

M O N E Y  F R O M  T H E  F U N D  T O  E L I G I B L E  E L E C T R I C  U T I L I T I E S  I N  T H E  S T A T E ] .  T h e  

p r o g r a m  [ F U N D ]  s h a l l  b e  a d m i n i s t e r e d  b y  t h e  a u t h o r i t y  [ A S  A  F U N D  

D I S T I N C T  F R O M  T H E  O T H E R  F U N D S  O F  T H E  A U T H O R I T Y .  T H E  F U N D  I S  C O M P O S E D  

O F  M O N E Y  A P P R O P R I A T E D  F O R  T H E  P U R P O S E  O F  P R O V I D I N G  P O W E R  C O S T  

E Q U A L I Z A T I O N  T O  E L I G I B L E  E L E C T R I C  U T I L I T I E S ] .

*  S e c .  4. A S  4 4 . 8 3 . 1 7 0 ( a )  i s  a m e n d e d  t o  r e a d :

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

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

o f  t h e  a u t h o r i t y ,  a n d  w h i c h  i n c l u d e s  [ O N L Y ]  m o n e y  a p p r o p r i a t e d  b y  t h e  

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

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

*  S e c .  5. A S  4 4 . 8 3 . 1 7 0 ( b )  i s  a m e n d e d  t o  r e a d :

(b) T h e  a u t h o r i t y  m a y  m a k e  l o a n s  f r o m  t h e  p o w e r  p r o j e c t  r e v o l v ­

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

C S S B  2 0 6 ( F i n )  - 2 -
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o f  p r i n c i p a l

(1) t o  e l e c t r i c  u t i l i t i e s ,  r e g i o n a l  e l e c t r i c  a u t h o r i t i e s ,  

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

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

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

(A) r e c o n n a i s s a n c e  s t u d i e s ,  f e a s i b i l i t y  s t u d i e s ,  

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

d e s i g n  o f  p o w e r  p r o j e c t s ;

(B) c o n s t r u c t i n g ,  e q u i p p i n g ,  m o d i f y i n g ,  i m p r o v i n g ,  a n d  

e x p a n d i n g  [ S M A L L - S C A L E ]  p o w e r  p r o d u c t i o n  f a c i l i t i e s ,  c o n s e r v a t i o n  

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

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

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

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

b i o m a s s ,  h y d r o e l e c t r i c ,  s o l a r  o r  o t h e r  n o n n u c l e a r  [ N O N - N U C L E A R ]  

e n e r g y  s o u r c e s ;  [ A N D ]

(C) r e c o n n a i s s a n c e  s t u d i e s ,  p r e c o n s t r u c t i o n  e n g i n e e r ­

i n g ,  d e s i g n ,  c o n s t r u c t i o n ,  e q u i p p i n g ,  m o d i f i c a t i o n ,  a n d  e x p a n s i o n  

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

s o u r c e s  a n d  t r a n s m i s s i o n  o f  w a t e r  f r o m  s u r f a c e  s t o r a g e  t o  e x i s t ­

i n g  d i s t r i b u t i o n  s y s t e m s ;

(D) a c q u i s i t i o n s  o f  b u l k  f u e l  o r  p r o v e n  r e s e r v e s  o f  

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

(E )  c o n s u m e r  e n d - u s e  i m p r o v e m e n t s  t o  r e d u c e  d e m a n d  f o r

e n e r g y ;

( 2 )  t o  a  b o r r o w e r  f o r  a  p o w e r  p r o j e c t  i f

( A )  t h e  l o a n  i s  e n t e r e d  i n t o  u n d e r  a  l e v e r a g e d  l e a s e  

f i n a n c i n g  a r r a n g e m e n t ;

( B )  t h e  p a r ^ y  w h i c h  w i l l  b e  r e s p o n s i b l e  f o r  t h e  p o w e r

- 3 -  C S S B  2 0 6 ( F i n )
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p r o j e c t  i s  a n  e l e c t r i c  u t i l i t y ,  r e g i o n a l  e l e c t r i c  a u t h o r i t y ,  

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

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

d a n c e  a r e a s ,  o r  n o n p r o f i t  m a r k e t i n g  c o o p e r a t i v e ;  a n d

(C) t h e  b o r r o w e r  s e e k i n g  t h e  l o a n  d e m o n s t r a t e s  t o  t h e  

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

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

p u b l i c  p o w e r  p r o j e c t s ^

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

*  S e c .  6 *  A S  4 4 . 8 3 . 1 7 0 ( g )  i s  r e p e a l e d  a n d  r e e . i a c t e d  t o  r e a d :

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

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

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

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

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

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

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

c h a p t e r .

*  S e c .  7. A S  4 4 . 8 3 . 1 7 0  i s  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  t o  r e a d :

(i) T h e  R a i l b e l t  a d v i s o r y  c o m m i t t e e ,  c o m p o s e d  o f  o n e  m e m b e r  f r o m  

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

m a y  n o t  m a k e  a  l o a n  u n d e r  t h i s  s e c t i o n  co r  a n  e n e r g y - r e l a t e d  p r o j e c t  

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

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

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

t e e  b e f o r e  a c t i n g  o n  t h e  l o a n  a p p l i c a t i o n .

(j) T h e  a u t h o r i t y  s h a l l  s u b m i t  a n  a n n u a l  r e p o r t  t o  t h e  l e g i s l a ­

t u r e  b y  t h e  1 0 t h  d a y  o f  t h e  l e g i s l a t i v e  s e s s i o n .  T h e  r e p o r t  s h a l l

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

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

p r o g r a m  u n d e r  A S  4 4 . 8 3 . 1 6 2 .

*  S e c .  8. A S  4 4 . 8 3  i s  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  t o  r e a d :

S e c .  4 4 . 8 3 . 1 7 2 .  P O W E R  P R O J E C T  B O N D S .  (a) T h e  a u t h o r i t y  m a y  

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

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

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

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

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

(b) L o a n s  m a d e  o r  r e f i n a n c e d  w i t h  t h e  p r o c e e d s  o f  b o n d s  a u t h o r i -

I
z e d  b y  t h i s  s e c t i o n  f o r  p r o j e c t s  u n d e r  A S  4 4 . 8 3 . 1 7 0 ( b )  a r e  s u b j e c t  t o  

A S  4 4 . 8 3 . 1 7 0 ( a )  - ( e ) .

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

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

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

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

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

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

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

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

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

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

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

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

*  S e c .  9. A S  4 4 . 8 3 . 1 8 7 ( d )  i s  a m e n d e d  t o  r e a d :

(d) 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 5  d o  n o t  a p p l y  t o

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

p r o j e c t ;

(2 )  t h e  c o n s t '  a c t i o n  o f  a n  e l e c t r i c a l  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  f a c i l i t y  [ T H A T  I S  E S T I M A T E D  T O  C O S T  L E S S  T H A N  $ 3 , 0 0 0 , 0 0 0 ] ,

*  S e c .  1 0 .  A S  4 4 . 8 3 . 3 6 1 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T h e  r u r a l  e l e c t r i f i c a t i o n  p r o g r a m  [ R E V O L V I N G  L O A N  F U N D ]  i s

e s t a b l i s h e d  i n  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 E  F U N D  C O N S I S T S  O F

(1) A P P R O P R I A T I O N S  M A D E  T O  T H E  F U N D ;  A N D

(2) P R I N C I P A L  P A Y M E N T S  O N  L O A N S  M A D E  U N D E R  T H I S  S E C T I O N . ]

*  S e c .  1 1 .  A S  4 4 . 8 3 . 3 6 1 ( b )  i s  a m e n d e d  t o  r e a d :

(b) T h e  a u t h o r i t y  m a y  make, l o a n s  f r o m  t h e  p o w e r  p r o j e c t  r e v o l v ­

i n g  f u n d  u n d e r  A S  4 4 . 8 3 . 1 7 0  f o r  t h e  r u r a l  e l e c t r i f i c a t i o n  p r o g r a m  

[ R E V O L V I N G  L O A N  F U N D ]  t o  e l e c t r i c  u t i l i t i e s  c e r t i f i e d  b y  t h e  A l a s k a  

P u b l i c  U t i l i t i e s  C o m m i s s i o n .  A  l o a n  u n d e r  t h e  p r o g r a m  [ F R O M  T H E  F U N D ]  

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

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

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

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

[ F R O M  T H E  F U N D ]  t o  a n  e l e c t r i c  u t i l i t y  i f  t h e  u t i l i t y  i n v e s t s  t h e  

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

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

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

A p p l i c a t i o n s  f o r  l o a n s  t o  e x t e n d  s e r v i c e  a l o n g  s t a t e  r o a d s  o r  h i g h w a y s  

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

l o a n s  u n d e r  t h i s  s e c t i o n .  H o w e v e r ,  a  l o a n  m a y  n o t  b e  m a d e  [ F R O M  T H E  

F U N D ]  u n l e s s

(1) t h e  l o a n  i s  r e c o m m e n d e d  b y  a  l o a n  a d v i s o r y  c o m m i t t e e  

a p p o i n t e d  u n d e r  A S  4 4 . 8 3 . 3 6 3 ;  a n d

(2) t h e  e x t e n s i o n  o f  e l e c t r i c  s e r v i c e  w o u l d  p r o v i d e  
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i m m e d i a t e  s e r v i c e  t o  a t  l e a s t  t h r e e  c o n s u m e r s .

*  S e c .  12 . A S  4 4 . 8 3 . 3 6 1 ( c )  i s  a m e n d e d  t o  r e a d :

(c) A  l o a n  u n d e r  [ 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  p r o g r a m  [ 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  l o a n .  L o a n  r e p a y m e n t s  a n d  i n t e r e s t  

[ 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 t i o n  s h a l l  b e  d e ­

p o s i t e d  [ M U S T  B E  T R A N S F E R R E D  M O N T H L Y  T O  T H E  C O M M I S S I O 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  p o w e r  p r o j e c t  r e v o l v i n g  [ G E N E R A L ]  f u n d  u n d e r  

A S  4 4 . 8 3 . 1 7 0 ( g ) .  T h e  a u t h o r i t y  m a y  f o r g i v e  t h e  u n p a i d  b a l a n c e  r e m a i n ­

i n g  o n  a  l o a n  m a d e  u n d e r  t h i s  s e c t i o n  a f t e r  2 0  y e a r s .

*  S e c .  1 3 .  A S  4 4 . 8 3 . 3 6 1 ( e )  i s  a m e n d e d  t o  r e a d :

(e) T h e  a u t h o r i t y  s h a l l

(1) a d o p t  r e g u l a t i o n s  n e c e s s a r y  t o  c a r r y  o u t  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 ;

(2) a d m i n i s t e r  t h e  r u r a l  e l e c t r i f i c a t i o n  p r o g r a m  [ R E V O L V I N G  

L O A N  F U N D ] ; a n d

(3) s u b m i t  t o  t h e  l e g i s l a t u r e  w i t h i n  t h e  f i r s t  1 0  d a y s  o f  

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

a u t h o r i t y  u n d e r  t h i s  s e c t i o n  a n d  a n  a c c o u n t i n g  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  p r o g r a m  [ R E V O L V I N G  L O A N  F U N D ] .

*  S e c .  1 4 .  A S  4 4 . 8 3 . 3 6 3  i s  a m e n d e d  t o  r e a d :

S e c .  4 4 . 8 3 . 3 6 3 .  L O A N  A D V I S O R Y  C O M M I T T E E .  W h e n  a n  a p p l i c a t i o n  

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

A S  4 4 . 8 3 . 3 6 1 ,  t h e  a u t h o r i t y  s h a l l  a p p o i n t  a  l o c a l  a d v i s o r y  c o m m i t t e e  

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

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

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

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

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

2 ij p r o v i d e  f o r  f u l l  r e p a y m e n t  o f  t h e  l o a n  u n d e r  A S  4 4 . 8 3 . 3 6 1  ( d )  w i t h i n  2 0

311 [ 1 0 ]  y e a r s .  I n  m a k i n g  t h a t  d e t e r m i n a t i o n  t h e  c o m m i t t e e  s h a l l  c o n s i d e r
ij

4 j| (1) p e r m a n e n c e  o f  t h e  p r e m i s e s  t o  b e  s e r v e d  b y  t h e  e x t e n -

ji
5' s i o n ;

6 jj (2) l a n d  u s e  p a t t e r n s  i n  t h e  a r e a ;

7 (3) a c c e s s  f o r  t h e  l i n e  t h a t  w o u l d  b e  i n s t a l l e d  w i t h  l o a n

3 j; p r o c e e d s ;

9 (4) a v a i l a b i l i t y  o f  o t h e r  u t i l i t y  s e r v i c e  i n  t h e  a r e a ;  a n d
l|
l |  .  . . .  .  _ .  .  t

ioj’ (5) t h e  f i n a n c i a l  [ E C O N O M I C ]  f e a s i b i l i t y  o f  t h e  e x t e n s i o n

J!
11 o f  e l e c t r i c  s e r v i c e  w i t h  t h e  p r o c e e d s  o f  t h e  l o a n .

12 *  S e c .  1 5 .  A S  4 4 . 8 3 . 3 8 0 ( b )  i s  a m e n d e d  t o  r e a d :

5 3 .1 (b) 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 s  a  p r o g r a m  b y  w h i c h  t h e

14 a u t h o r i t y  m a y  a c q u i r e  o r  c o n s t r u c t  p o w e r  p r o j e c t s  w i t h  m o n e y  a p p r o p r i -
ij

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

i o ' A S  4 4 . 8 3 . 1 7 0  f o r  p o w e r  d e v e l o p m e n t  [ F U N D  E S T A B L I S H E D  I N  A S  4 4 . 8 3 . 3 8 2 ] ,
»(

17 A  p o w e r  p r o j e c t  m a y  b e  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  o f  t h e  e n e r g y

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

19i' t h e  l e g i s l a t u r e  i n  a c c o r d a n c e  w i t h  p r o c e d u r e s  s e t  o u t  i n  A S  4 4 . 8 3 . -

2°: 1 7 7  - 4 4 . 8 3 . 1 8 7 .
<1

21 ‘j *  S e c .  1 6 .  A S  4 4 . 8 3 . 3 8 4  i s  a m e n d e d  t o  r e a d :
II

2 2 :i S e c .  4 4 . 8 3 . 3 8 4 .  U S E  O F  F U N D  F O R  E N E R G Y  P R O G R A M  [ B A L A N C E ] .  (a)

23 T h 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  p o w e r  p r o j e c t  r e v o l v i n g  f u n d  u n d e r

2 4 'I 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  [ F U N D  M A Y  B E  U S E D  B Y  T H E  A U T H O R I T Y  T O

29ij P R O V I D E  M O N E Y ]  f o r

„ ij
331 (1) r e c o n n a i s s a n c e  a n d  f e a s i b i l i t y  s t u d i e s  a n d  p o w e r  p r o j -

2 7 e c t  f i n a n c e  p l a n s  p r e p a r e d  u n d e r  A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 1  ;

7311 (2) t h e  c o s t  o f  a  p o w e r  p r o j e c t ,  i n c l u d i n g  b u t  n o t  l i m i t e d

2 9 lj t o  c o s t s  o f  a c q u i r i n g  n e c e s s a r y  l i c e n s e s ,  p r e p a r i n g  e n g i n e e r i n g
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d e s i g n s ,  o b t a i n i n g  l a n d ,  a n d  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 ;

(3) t h e  d e f e a s a n c e  o f  b o n d s ,  o r  t h e  p a y m e n t  o f  d e b t  s e r v i c e  

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

p r o j e c t ;

( A )  t h e  c o s t  o f  o p e r a t i n g  a n d  m a i n t a i n i n g  p o w e r  p r o j e c t s ;

a n d

( 5 )  d e b t  s e r v i c e  o n  p o w e r  p r o j e c t s .

( b )  I n  a d d i t i o n  t o  t h e  p u r p o s e s  a u t h o r i z e d  b y  (a) 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  m a y  u s e  m o n e y  i n  t h e  f u n d  [ M A Y  B E  U S E D  U N D E R  (a) 

O F  T H I S  S E C T I O N  O N L Y ]  f o r  a  p o w e r  p r o j e c t  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 f  t h e  p r o j e c t  [ T H A T ]

( 1 )  i s  e c o n o m i c a l l y  f e a s i b l e ;  a n d

( 2 )  p r o v i d e s  t h e  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  t o  u t i l i t y  

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

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

p r o j e c t s  i n  t h e  m a r k e t  a r e a ,  a n d  [ T H A T ]  o p e r a t e s  o r  w i l l  o p e r a t e  o n  

o n e  o r  m o r e  o f  t h e  f o l l o w i n g :

(A) r e n e w a b l e  e n e r g y  r e s o u r c e s ,  i n c l u d i n g  b u t  n o t  

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

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

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

(B) c o a l  o r  p e a t ;

( C) e n e r g y  d e r i v e d  f r o m  w a s t e  h e a t ;  o r

(D) f o s s i l  f u e l ,  i n c l u d i n g  o i l  o r  n a t u r a l  g a s .

( c) N o t w i t h s t a n d i n g  ( b ) ( 1 )  o f  t h i s  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 ,  t h e  f u n d  m a y  b e  u s e d  b y  t h e  a u t h o r i t y  t o  p r o v i d e  m o n e y  f o r  

t h e  c o s t  o f  a  p o w e r  p r o j e c t  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  t h a t  

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

i f  t h e  r e q u i r e m e n t s  o f  t h i s  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

- 9 -  C S S B  2 0 6 ( F i n )
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i 1 A S  4 4 . 8 3 . 1 7 7  - 4 4 . 8 3 . 1 8 7  d o  n o t  a p p l y  t o  a  p o w e r  p r o j e c t  f i n a n c e d

ij
2 |j u n d e r  t h i s  s u b s e c t i o n .  T h 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 u n d  f o r

3 jj t h e  c o s t  o f  a  p o w e r  p r o j e c t  u n d e r  t h i s  s u b s e c t i o n  i f

4 'j (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  t h e  p r o j e c t ;

|
5 i; (2) t h e  o f f i c e  o f  m a n a g e m e n t  a n d  b u d g e t  i n  t h e  O f f i c e  o f
«i
;!

6>; t h 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  o f  f i n a n c e  f o r  t h e
il

7 p r o j e c t  a n d  d e t e r m i n e s  t h a t  t h 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

il

8 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 )
i

91! a n d  t h a t  t h e  p l a n  o f  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

JO j’ 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

f
Ji i- (3) t h e  p r o j e c t  m e e t s  t h e  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 -

1 2 1 t e r .

!3 *  S e c .  1 7 .  A S  4 4 . 8 3 . 3 9 8 ( c )  i s  a m e n d e d  t o  r e a d :

1 4 (c) T h e  a u t h o r i t y  s h a l l  d e p o s i t  [ T R A N S M I T  A L L  T H E ]  m o n e y  t h a t  i t  

15jj 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  C O M M I S S I O N E R  O F  R E V E N U E  F O R

161 D E P O S I T ]  i n  t h e  p o w e r  p r o j e c t  r e v o l v i n g  [ S T A T E  G E N E R A L ]  f u n d  e x c e p t

■|7 f o r  m o n e y  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 t e d  t o  s e c u r e  b o n d s .

J8i; *  S e c .  1 8 .  A S  4 4 . 8 3 . 4 2 5 ( 3 )  i s  a m e n d e d  t o  r e a d :

(3) " f u n d "  m e a n s  t h e  p o w e r  p r o j e c t  r e v o l v i n g  [ D E V E L O P M E N T ]  

f u n d  e s t a b l i s h e d  b y  A S  4 4 . 8 3 . 1 7 0  [ A S  4 4 . 8 3 . 3 8 2 ] ;

2 1 1! *  S e c .  1 9 .  T o  b e  c o n s i s t e n t  w i t h  t h e  c h a n g e  m a d e  b y  s e c .  4 o f  t h i s  A c t ,
.

22 j w h e r e v e r  i n  t h e  A l a s k a  S t a t u t e s  a n d  i n  r e g u l a t i o n s  a d o p t e d  u n d e r  t h o s e
ilij

2 3 '! s t a t u t e s  " p o w e r  p r o j e c t  f u n d "  i s  u s e d ,  i t  s h a l l  b e  r e a d  a s  r e f e r r i n g  t o  t h e
il

24 f p o w e r  p r o j e c t  r e v o l v i n g  f u n d .  U n d e r  A S  01 . 0 5 . 0 3 1  t h e  r e v i s o r  o f  s t a t u t e s  

2 5 ' s h a l l  i m p l e m e n t  t h i s  s e c t i o n  i n  t h e  s t a t u t e s ,  a n d ,  u n d e r  A S  4 4 . 6 2 . 1 2 5 ( b ) -  

2 0 li ( 6 ) ,  t h e  r e g u l a t i o n s  a t t o r n e y  s h a l l  i m p l e m e n t  t h i s  s e c t i o n  i n  t h e  a d m i n i s -
tj

27 ! t r a t i v e  r e g u l a t i o n s .

28i! *  S e c .  2 0 .  A S  3 7 . 0 5 . 1 5 3 ;  A S  4 4 . 2 5 . 0 2 0 ( 5 ) ;  A S  4 4 . 3 3 . 6 0 0 ,  4 4 . 3 3 . 6 1 0 ,

Mii 4 4 . 3 3 . 6 2 0 ( a )  , 4 4 . 3 3 . 6 2 0 ( d ) ;  A S  4 4 . 8 3 . 1 6 2 ( o )  ( 6 ) ,  4 4 . 8 3 . 3 8 2 ,  4 4 . 8 3 . 3 8 6 ,  a n d  

! C S S B  2 0 6 ( F i n )  - 1 0 -
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I

4 4 . 8 3 . 3 8 8 ( b )  a r e  r e p e a l e d .

*  S e c .  2 1 .  O b l i g a t i o n s ,  e n c u m b r a n c e s ,  a n d  e x p e n d i t u r e s  i n c u r r e d  a g a i n s t  

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

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

1 7 0 )  .

*  S e c .  2 2 .  S e c t i o n s  2 - 6 ,  a n d  1 0  - 21 o f  t h i s  A c t  t a k e  e f f e c t  J u l y  1, 

1 9 8 7 ,  i f  a n  A c t  t r a n s f e r r i n g  a p p r o p r i a t i o n s  f o r  e n e r g y  p r o g r a m s  t o  t h e  

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

9 ‘i r e v o l v i n g  f u n d  i s  e n a c t e d  o n  o r  b e f o r e  J u l y  1, 1 9 8 7 .

10

n

12

*  S e c .  2 3 .  S e c t i o n s  1 a n d  7 - 9 o f  t h i s  A c t  t a k e  e f f e c t  i m m e d i a t e l y  

u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .

□ ij
ii

14 ji

15 ij
li

16 |i
jj17 ili; i j

18 (j
,1

19 ij

2 0 1:
|i||

21 'Ii:
22 ii

It(<
23 Ij

24 ij
25 jj 

26«: 

271
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S E N A T E  C O M M I T T E E  R E P O R T

F I R S T  C O M M I T T E E  O F  R E F E R R A L

D a t e  o f  5 - D A Y  N O T I C E

I N  A C C O R D A N C E  W I T H  U N I F O R M  R U L E  2 3

F U R T H E R :  F I N A N C E

* * F I S C A L  N O T E ( S )  A T T A C H E D  * *

I N  A C C O R D A N C E  W I T H  A S  2 4 . 0 8 . 0 3 5  

( s e e  b e l o w )

3 / 2 3 / 8 7  D A T E  T U R N E D  I N T O  O F F I C E

M r .  P r e s i d e n t :  '

R E S O U R C E S  C o m m i t t e e  c o n s i d e r e d  S B  2 0 6

A l a s k a  P o w e r  A u t h o r i t y ;  e f d ,

a n d  r e c o m m e n d e d :

[ ] y  r e p l a c e  w i t h  C S  7. 6  l s > f  i r e s  )  M ^ s a i n e  t i t l e

v  '  [] n e w  t i t l e

f ] a t t a c h e d  a m e n d m e n t ( s )  a n d  

] d o  p a s s  

] d o  n o t  p a s s  

] jio r e c o m m e n d a t i o n

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

] f u r t h e r  r e f e r r a l  t o  ______________________________________________________

] l e t t e r  o f  i n t e n t  a d o p t e d  a n d  a t t a c h e d

* *  C o m m i t t e e  [ ‘- ' f ^ a t t a c h e d  o r  [ ] a d o p t e d  f i s c a l  n o t e ( s )  ..

t ] z e r o  [ f i s c a l  i m p a c t  &

M E M B E R S ’ S I G N I N G  D O  P A S S  O T H E R  R E C O M M E N D A T I O N S



ALASKA POWER AUTHORITY 
FY88 RURAL ELECTRIFICATION REVOLVING LOAN FUND ANALYSIS

MARCH 19, 1987

AVAILABLE FUNDING^
Prior Year Carry-Over $ 1,434.1
Repaid Principal 15.0

<*• 1 n u n  1

FUNDING REQUIREMENTS^
Unfunded FY87 Loan Applications $ 363.9
Nome Joint Utility System (3 projects) 399.0
Thorne Bay 100.0
Coffman Cove 75.0
Kodiak Electric Association 500.0
Matanuska Electric Association 500.0
Middle Kuskokwim Electric Cooperative 125.0
Northway Power & Light 185.0
Chignik Lake 300.0
Manokotak Heights 100.0
Other Rural Areas 750.0
APA Administration 52.5
TOTAL $ 3,450.4
PROJECTED SURPLUS (SHORTFALL) $ (2 ,001.3 )

fa) Governor's Budget 
^  APA Request

781 4/DD1 4/4
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ALASKA POWER AUTHORITY 
FY87 RURAL ELECTRIFICATION REVOLVING LOAN FUND ANALYSIS

MARCH 19, 1987

Prior Years Carry-Forward Funding
FY87 Appropriations
Repaid Principal
Total Funding
Less: Funding Restriction
Net Amount Available for FY87
APA Administrative Costs
Amount Available for FY87 Loans

$ 2,264,2 
0.0 

11.1 
$ 2,275.3 

(1,434.1) 
$ 841.2 

(15.1) 
$ 826.1

Loans Approved Through 3-19-87:
Clarks Point
Golden Valley Electric Association 

Available Balance
(250.0) 
(90 .0 ) 

$ 486.1

PROJECTED ADDITIONAL LOAN DEMAND FOR FY87
Applications Received and In Process

Keyes Point (INNEC) $ 500.0
Applications Received But Returned for 
More Information

King Cove 140.0
Applications Expected

Saint GeorgeGolden Valley Electric Association - Rosie Creek 
Total Projected Additional FY87 Loan Demand

60.0 
150.0 

$ 850.0

PROJECTED FY87 FUNDS SURPLUS (SHORTAGE) $ (363.9)

7814/DD1 4/2 EXHIBIT B
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Introduced: 3/23/87 5-0881A
Referre..: Resources

& Finance

1 IN THE SENATE BY COGHILL AND FAIKS

2 SENATE BILL NO. 206

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

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

7 providing for an effective date."

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

9 * Section 1. AG 44.83 is amended by adding a new section to read:

10 Sec. 44.83.172. POWER PROJECT BONDS. (a) The authority may

11 borrow money and issue bonds to make or refinance loans from the power

L2 project fund for the acquisition or construction of power projects

13 under AS 44.83.170(b)(1). Loans made or refinanced with the proceeds

14 of bonds authorized by this section are subject to AS 44.83.170(a) -

15 (e). However, the authority may not issue bonds to make or refinance

16 a loan entered into under a leveraged lease financing arrangement.

17 The authority may issue bonds if the borrower is an entity that may

18 borrow from the fund under AS 44.83.170.

19 (b) The authority may pledge the principal and interest on loan

20 repayments and the interest earned by loans from the power project

21 fund for bonds issued under this section. If the authority pledges

22 these amounts, they may not be deposited into the general fund.

23 (c) The authority may notify the head of a department or agency

24 of the state in writing that a municipality is in default on the

25 repayment of principal or interest on loans made or refinanced with

26 the proceeds of bonds issued under this section. Notwithstanding any

27 other provision of law, to the extent that a department or agency of

28 the state is the custodian of money payable to the municipality, the

29 department or agency shall withhold payment of the money from the

SB0206a -1- SB 206



1 municipality and pay over the money to the authority to pay principal

2 and interest on bonds of the authority issued under this section.

3 * Sec. 2. AS 44.83.187(d) is amended to read:

4 (d) The provisions of AS 44.83.177 - 44.83.185 do not apply to

5 (1) an addition, modification, repair, reconstruction,

6 design, acquisition or construction for the purpose of completing a

7 project;

8 (2) the construction of an electrical transmission or dis-

9 tribution facility [THAT IS ESTIMATED TO COST LESS THAN §3,000,000].

10 * Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

SB 206 -2- SB0206a
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1 IN THE SENATE BY THE JUDICIARY COMMITTEE

2 CS FOR SENATE BILL NO. 209 (Judiciary)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

A FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to mortgage loans purchased or made

7 by the Alaska Housing Finance Corporation; relating

8 to bonds issued by the Alaska Housing Finance Corpo-

9 ration; and providing for an effective date."

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

11 * Section 1. AS 18.56.096(b) is amended to read:

12 (b) The loan-to-value limitation established in (a)(A) of this

13 section does not apply to a mortgage [QUALIFIED) loan that is feder-

1A ally insured or guaranteed. The loan-to-value limitations established

15 in (a)(1) and (A) of this section do not apply to a mortgage loan that

16 is a refinancing mortgage loan under AS 13.56.102.

17 * Sec. 2. AS 18.56.098(a) is amended to read:

18 (a) The corporation shall establish a special mortgage loan

19 purchase program. Under the special mortgage loan purchase program,

20 the corporation may purchase REFINANCING LOANS OR] first or second

21 mortgage lo ..ts. A first or second mortgage loan purchased under this

22 subsection must be [, INCLUDING GRADUATED PAYMENT MORTGAGE LOANS,]

23 made for the purchase, improvement, or rehabilitation of a residence

2A or must be a refinancing loan. First or second mortgage loans pur-

25 chased under this subsection may include graduated payment mortgage

26 loans and adjustable rate mortgage loans [RESIDENCES].

27 * Sec. 3. AS 18.56.098(g) is amended by adding a new paragraph to read:

28 (7) The corporation shall determine the interest rate on a

29 mortgage loan that is an adjustable rate mortgage loan as provided in
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1 this subsection. The corporation shall recalculate the interest rate

2 from time to time based on changes in the cost to the corporation of

3 the funds used to purchase the adjustable rate mortgage loan. Howev-

4 er, the corporation may establish a minimum interest rate applicable

5 to an adjustable rate mortgage loan, and the interest rate on the

6 adjustable rate mortgage loan may not be less than the minimum inter-

7 est rate so established regardless of the cost of funds to the corpo-

8 ration.

9 * Sec. 4. AS 18.56 is amended by adding a new section to read:

10 Sec. 18.56.102. SIMPLIFIED REFINANCING MORTGAGE LOAN PURCHASE

11 PROGRAM. (a) The corporation shall establish a simplified refinanc-

12 ing mortgage loan purchase program. Under the simplified refinancing

13 mortgage loan purchase program, the corporation may purchase refinanc-

14 ing mortgage loans to provide relief to borrowers under circumstances

15 described by regulations adopted by the corporation.

16 (b) AS 18.56.098(c), (e), and (k) apply to refinancing mortgage

17 loans purchased under (a) of this section.

18 (c) Subject to (d) of this section, the interest rate on a

19 refinancing mortgage loan purchased under (a) of this section is three

20 percent less than the cost to the corporation of the money used to

21 purchase the refinancing mortgage loan, except that if the cost of

22 money

23 (1) is 10 percent or less, the interest rate is equal to

24 the cost of money; and

25 (2) is more than 10 percent, the interest rate may not be

26 less than 10 percent.

27 (d) If the refinancing mortgage loan is an adjustable race

28 mortgage loan, the corporation shall establish the initial interest

29 rate as provided in (c) of this section and shall recalculate the
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1 interest rate from time to time in accordance with (c) of this sec-

2 tion. However, notwithstanding (c)(1) of this section, the corpo-

3 ration may establish a minimum interest rate applicable to an adjust-

4 able rate refinancing mortgage loan; the interest rate on the adjust-

5 able rate refinancing mortgage loan may not be less than the minimum

6 interest rate so established, regardless of the cost of money to the

7 corporation. The corporation may adopt regulations to implement this

8 section, including regulations to define "cost of money" for purposes

9 of this section. The regulations may provide for recalculation of the

10 cost of money under this subsection at the times and frequencies the

11 corporation considers appropriate. The time and frequency for a

12 recalculation under this subsection is not required to match the time

13 or frequency of a change in the cost of money to the corporation.

14 (e) Equity extraction may not be allowed under this program.

15 (f) In this section, "refinancing mortgage loan" means a loan

16 refinancing another mortgage loan owned by the corporation.

17 * Sec. 5. AS 18.56.106(b) is amended to read:

18 (b) The corporation shall adopt regulations under this section

19 that establish conditions and terms for nonconforming housing loans

20 including terms and conditions relating to owner and nonowner occu-

21 pancy, the number of loans that may be made to a single borrower, and

22 borrower eligibility requirements. The corporation shall permit loans

23 under this section for nonconforming housing located on land to which

24 a borrower has agricultural rights.

25 * Sec. 6. AS 18.56.110(g) is amended to read:

26 (g) Notwithstanding AS 18.56.090(12) and (a) of this section,

27 the corporation may not issue bonds [, OTHER THAN REFUNDING BONDS,] in

28 any 12-month period beginning after June 30, 1983, in an amount that

29 exceeds the amount of bonds authorized to be issued during the
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preceding period, unless a different amount is authorized by the 

legislature. This subsection does not apply to the issuance by the 

corporation of refunding bonds or to the issuance by the corporation 

of bonds the proceeds of which are intended to be used to refinance 

mortgage loans held by the corporation.

* Sec. 7. AS 18.56.900 is amended by adding a new paragraph to read:

(13) "adjustable rate mortgage loan" means, a mortgage loan with 

respect to which the interest rate varies or is expected to vary from 

time to time by reference to an index or formula or other reference 

point.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).
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/ k & k H O U S I N C F I N A N C E  C O R P O R A T I O N

April 28, 1987

The Honorable Fran Ulmer 

Representative, State of Alaska 

Poet Office Box A 

Juneau, AK 99811

Dear Representative Ulmer:

The purpose of this letter is to provide the information you requested on 

AHFC's proposed Simplified Refinance Program. Specifically, you wanted to 

know what the financial effect on AHFC would be both in terms of total 

resources and liquidity. As I explained, because the actual interest rates 

of the proposed program are, of course, unknown, and because the existing 

loans and bond issues that would be affected by this program cover such a 

wide range, it is impossible to provide an exact description of what will 

happen. However, I believe that it is possible to provide a representative 

example that can be used to understand the financial impact of this program 

on AHFC.

My procedure will involve the comparison of a representative "old" loan 

versus a "new" loan, under two different circumstances, and then a com­

parison of an "old" versus a "new" bond issue. The following assumptions 

will be used:

These are intended to represent the existing loans that would be refi­

nanced by the proposed program. Assume that the loan rate is 10% and 

the total cost of funds (bond costs ulus servicing and other costs) is 

13%. Hence, there would be a 3% subsidy on these loans. Please note - 

that this hypothetical loan (and bond) are intended to represent an 
average example of those loans which we believe would refinance under 

this program. In fact, the Corporation has loan rates ranging from

under 7% to over 18%, and subsidies ranging from 0% to over 7%.«
Also, assume these loans all have the Alaskan's Building Equity (ABE) 

graduated payment structure, hence average loan length about 17 years. 
Finally, assume the average loan balance is $87,000.

Old Loans

Telephone (907) 276-5599
235 East 8th Avenue Third Floor P.O. Box 101020 Anchorage, Alaska 99510
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New Loans

These are intended to represent the new loan that would be made under 
the Simplified Refinance Program. Since these loans would be 

adjustable rate mortgages based upon floating rate debt, calculation of 

a potential subsidy is much more problemmatical. For purposes here, 

assume the WORST case, that is the loan rate to the borrower is at 10% 

throughout the 20 year life of the loan. The total cost of funds, 

in this worst case, is assumed to be 10% for the first three years, and 

then 13% for the remaining life of the loan. Again, assume an $87,000 

loan.

Case 1: Loans stay out their entire stated maturity

Subsidy for old loan - $18,121

Maximum subsidy for new loan - $11,992

Case 2: Loans are paid off after five years (based on expected average

life)

Subsidy for old loan - $10,001

Maximum subisdy for new loan - $3,346

Case 3: Overcollateralization for bond issues

Financial considerations require that the maximum possible amount needed 
for subsidy be made available at the time of a bond issue in the form of 

"overcollateralization". That is, it requires a greater dollar amount of 

loans than there are bonds, based upon the presumption that the interest 
rate is lower on the loans than it is on the bonds. Other up-front costs for 

bond issues are the various issuance costs, which must be paid at the time 

of issuance, and which are recovered from the borrowers as part of their 

interest rate. The following values are based upon the subsidy calcula­

tions of Case 1, assuming a $100 million bond issue, and bond issuance 

costs and reserves not related to possible subsidies.

Overcollateralization for

old bond issue - $20.8 million, or approximately 21%

Overcollateralization for

new bond issue - $18.8 million, or approximately 19%
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One point is essential with respect to all of these figures. The examples

for the old loans represent guaranteed subsidies, whereas the examples for

the new loans represent the worst possible case of subsidies. It is far 

more likely that for the new loans there will be either no subsidies, or 

very little subsidies. Furthermore, as the years go by and the subsidy is 

not needed (for the new loans) the excess collateral can be freed up from 

the bond issues so that it can be used for other corporate purposes,such as 

supporting future bond issues.

Finally, as new loans are made, and old loans are (simultaneously) paid 

off, the old bond issues that were the source of funds for the old loans

can also be paid off. As the old bond issues are paid off, this frees up

the excess overcollateralization that was pledged to support the old bond 

issue. This collateral can be used as the source of overcollateralization

for new bond issues - that is, it can be recycled, so to speak. Hence,
the net effect on AHFC with respect to overcollateralization from the

Simplified Refinance would be nil.

Two further questions are obvious. First, how representative is the

example? We believe it is quite valid, since, using a 10% loan rate as a 

floor, AHFC then has loan rates ranging from 10% to over 18%, with accom­

panying subsidies ranging from 1% to over 7% - so this represents a middle 

ground. Second, won't there be a time when both the old and new bond issues 

are out, that is, before the old bond issue can be totally called. Yes, 
there will be, but we believe that for the most part this "double bond 

issue" situation will be resolved within one year from the start of the 

program.

I hope this answers the questions that you raised about the proposed 

program. Please pardon me for using this opportunity to advertise on 

behalf of the program, however I think it is important to stress that the 

significance of this program runs far beyond expected levels of over­

collateralization. Assuming the program works as intended, it will lower 
house payments for thousands of Alaskans, it will pump millions of dollars 

into the Alaskan economy, and it will save AHFC millions of dollars in sub­

sidies.

Please let me know if I can provide any further information on the 

Simplified Refinance Program.

Sincerely,

Dr. Ronald D. Lehr 
Executive Director

RDL:de
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BY THE RULES COMMITTEE BY
1 IN THE SENATE REQUEST OF THE GOVERNOR

2 SENATE BILL NO. 209

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to mortgage loans purchased by the

7 Alaska Housing Finance Corporation; relating to bonds

8 issued by the Alaska Housing Finance Corporation; and

9 providing for an effective date."

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

11 * Section 1. AS 18.56.096(b) is amended to read:

12 (b) The loan-to-value limitation established in (a)(4) of this

13 section does not apply to a mortgage [QUALIFIED] loan that is federal-

14 ly insured or guaranteed. The loan-to-value limitations established

15 in (a)(1) and (4) of this section do not apply to a mortgage loan that

16 is a refinancing mortgage loan under AS 18.56.102.

17 * Sec. 2. AS 18.56.098(a) is amended to read:

18 (a) The corporation shall establish a special mortgage loan

19 purchase program. Under the special mortgage loan purchase program,

20 the corporation may pure!  ̂ [REFINANCING LOANS OR] first or second

21 mortgage loans. A first or second mortgage loan purchased under this

22 subsection must be [, INCLUDING GRADUATED PAYMENT MORTGAGE LOANS,]

23 made for the purchase, improvement, or rehabilitation of a residence

24 or must be a refinancing loan. First or second mortgage loans pur-

25 chased under this subsection may include graduated payment mortgage

26 loans and adjustable rate mortgage loans [RESIDENCES].

27 * Sec. 3. AS 18.56.098(g) is amended by adding a new paragraph to read:

28 (7) The corporation shall determine the interest rate on a

29 mortgage loan that is an adjustable rate mortgage loan as provided in

SB0209a -1- SB 209



this subsection. The corporation shall recalculate the interest rate 

from time to time based on changes in the cost to the corporation of

the funds used to purchase the adjustable rate mortgage loan. Howev­

er, the corporation may establish a minimum interest rate applicable 

to an adjustable rate mortgage loan, and the interest rate on the 

adjustable rate mortgage loan may not be less than the minimum inter­

est rate so established regardless of the cost of funds to the corpo­

ration.

* Sec. 4. AS 18.56 is amended by adding a new section to read:

Sec. 18.56.102. SIMPLIFIED REFINANCING MORTGAGE LOAN PURCHASE 

PROGRAM. (a) The corporation shall establish a simplified refinanc­

ing mortgage loan purchase program. Under the simplified refinancing

mortgage loan purchase program, the corporation may purchase refinanc­

ing mortgage loans to provide relief to borrowers under circumstances 

described by regulations adopted by the corporation.

(b) AS 18.56.098(c), (e), and (k) apply to refinancing mortgage 

loans purchased under (a) of this section.

(c) Subject to (d) of this section, the interest rate on a 

refinancing mortgage loan purchased under (a) of this section is three 

percent less than the cost to the corporation of the money used to 

purchase the refinancing mortgage loan, except that

(1) if the cost of money is 10 percent or less, the inter­

est rate is equal to the cost of money; and

(2) if the cost of money is more than 10 percent, the 

interest rate may not be less than 10 percent.

(d) If the refinancing mortgage loan is an adjustable rate 

mortgage loan, the corporation shall establish the initial interest 

rate as provided in (c) of this section and shall recalculate the 

interest rate from time to time in accordance with (c) of this

209 -2- SB0209a



1 section. However, notwithstanding (c)(1) of this section, the corpo-

2 ration may establish a minimum interest rate applicable to an adjust-

3 able rate refinancing mortgage loan; the interest rate on the adjust-

4 able rate refinancing mortgage loan may not be less than the minimum

5 interest rate so established, regardless of the cost of money to the

6 corporation. The corporation may adopt regulations to implement this

7 section, including regulations to define "cost of money" for purposes

8 of this section. The regulations may provide for recalculation of the

9 cost of money under this subsection at the times and frequencies the

10 corporation considers appropriate. The time and frequency for a

11 recalculation under this subsection is not required to match the time

12 or frequency of a change in the cost of money to the corporation.

@  13 (e) Equity extraction may not be allowed under this program.

14 (f) In this section, "refinancing mortgage loan" means a loan

15 refinancing another mortgage loan owned by the corporation.

16 * Sec. 5. AS 18.56.110(g) is amended to read:

17 (g) Notwithstanding AS 18.56.090(12) and (a) of this section,

18 the corporation may not issue bonds [, OTHER THAN REFUNDING BONDS,] in

19 any 12-month period beginning after June 30, 1983, in an amount that

20 exceeds the amount of bonds authorized to be issued during the preced-

21 ing period, unless a different amount is authorized by the legisla-

22 ture. This subsection does not apply to the issuance by the corpo-

23 ration of refunding bonds or to the issuance by the corporation of

24 bonds the proceeds of which are intended to be used to refinance

25 mortgage loans held by the corporation.

26 * Sec. 6. AS 18.56.900 is amended by adding a new paragraph to read:

27 (13) "adjustable rate mortgage loan" means a mortgage loan with

28 respect to which the interest rate varies or is expected to vary from

29 time to time by reference to an index or formula or other reference

SB0209a -3- SB 209
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1 point.

2 * Sec. 7. This Act takes effect immediately under AS 01.10.070(c).

0
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I N  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

C S  F O R  S E N A T E  B I L L  N O .  2 0 9  ( 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

F I F 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  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  m o r t g a g e  l o a n s  p u r c h a s e d  o r  m a d e

b y  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 ;  r e l a t i n g  

t o  b o n d s  i s s u e d  b y  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  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 . "

B E  I T  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  O F  A L A S K A :

*  S e c t i o n  1. A S  1 8 . 5 6 . 0 9 6 ( b )  i s  a m e n d e d  t o  r e a d :

(b )  T h e  l o a n - t o - v a l u e  l i m i t a t i o n  e s t a b l i s h e d  i n  ( a ) ( 4 )  o f  t h i s  

s e c t i o n  d o e s  n o t  a p p l y  t o  a  m o r t g a g e  [ Q U A L I F I E D ]  l o a n  t h a t  i s  f e d e r ­

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

i n  ( a ) ( 1 )  a n d  (4) o f  t h i s  s e c t i o n  d o  n o t  a p p l y  t o  a  m o r t g a g e  l o a n  t h a t  

i s  a  r e f i n a n c i n g  m o r t g a g e  l o a n  u n d e r  A S  1 8 . 5 6 . 1 0 2 .

*  S e c .  2. A S  1 8 . 5 6 . 0 9 8 ( a )  i s  a m e n d e d  t o  r e a d :

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

p u r c h a s e  p r o g r a m .  U n d e r  t h e  s p e c i a l  m o r t g a g e  l o a n  p u r c h a s e  p r o g r a m ,  

t h e  c o r p o r a t i o n  m a y  p u r c h a s e  [ R E F I N A N C I N G  L O A N S  O R ]  f i r s t  o r  s e c o n d  

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

s u b s e c t i o n  m u s t  b e  [, I N C L U D I N G  G R A D U A T E D  P A Y M E N T  M O R T G A G E  L O A N S , ]

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

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

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

l o a n s  a n d  a d j u s t a b l e  r a t e  m o r t g a g e  l o a n s  [ R E S I D E N C E S ] .

*  S e c .  3.  A S  1 8 . 5 6 . 0 9 8 ( g ) ( 1 )  i s  a m e n d e d  t o  r e a d :

(1) T h e  i n t e r e s t  ra*"' o n  t h e  f i r s t  $ 9 0 , 0 0 0  o f  a  m o r t g a g e

o i s s u e  o f  t a x a b l e  b o n d s  o f  t h e

CSSB 2 0 9 (Fin)
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I N  T H E  S E N A 1!

- F I R S T  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  m o r t g a g e  l o a n s  p u r c h a s e d  o r  m a d e

b y  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 ;  r e l a t i n g  

t o  b o n d s  i s s u e d  b y  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  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 . "

B E  I T  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  O F  A L A S K A :

*  S e c t i o n  1. A S  1 8 . 5 6 . 0 9 6 ( b )  i s  a m e n d e d  t o  r e a d :

(b )  T h e  l o a n - t o - v a l u e  l i m i t a t i o n  e s t a b l i s h e d  i n  ( a ) ( 4 )  o f  t h i s

s e c t i o n  d o e s  n o t  a p p l y  t o  a  m o r t g a g e  [ Q U A L I F I E D ]  l o a n  t h a t  i s  f e d e r ­

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

i n  ( a ) ( 1 )  a n d  (4) o f  t h i s  s e c t i o n  d o  n o t  a p p l y  t o  a  m o r t g a g e  l o a n  t h a t

i s  a  r e f i n a n c i n g  m o r t g a g e  l o a n  u n d e r  A S  1 8 . 5 6 . 1 0 2 .

*  S e c .  2. A S  1 8 . 5 6 . 0 9 8 ( a )  i s  a m e n d e d  t o  r e a d :

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

p u r c h a s e  p r o g r a m .  U n d e r  t h e  s p e c i a l  m o r t g a g e  l o a n  p u r c h a s e  p r o g r a m ,  

t h e  c o r p o r a t i o n  m a y  p u r c h a s e  [ R E F I N A N C I N G  L O A N S  O R ]  f i r s t  o r  s e c o n d  

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

s u b s e c t i o n  m u s t  b e  [, I N C L U D I N G  G R A D U A T E D  P A Y M E N T  M O R T G A G E  L O A N S , ]  

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

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

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

l o a n s  a n d  a d j u s t a b l e  r a t e  m o r t g a g e  l o a n s  [ R E S I D E N C E S ] .

*  S e c .  3 .  A S  1 8 . 5 6 . 0 9 8 ( g ) ( 1 )  i s  a m e n d e d  t o  r e a d :

(1 )  T h e  i n t e r e s t  r a t e  o n  t h e  f i r s t  $ 9 0 , 0 0 0  o f  a  m o r t g a g e

l o a n  p u r c h a s e d  w i t h  t h e  p r o c e e d s  o f  a n  i s s u e  o f  t a x a b l e  b o n d s  o f  t h e
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O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

I N  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

C S  F O R  S E N A T E  B I L L  N O .  2 0 9  ( 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

F I F 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  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  m o r t g a g e  l o a n s  p u r c h a s e d  o r  m a d e

b y  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 ;  r e l a t i n g  

t o  b o n d s  i s s u e d  b y  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  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 . "

B E  I T  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  O F  A L A S K A :

*  S e c t i o n  1. A S  1 8 . 5 6 . 0 9 6 ( b )  i s  a m e n d e d  t o  r e a d :

(b )  T h e  l o a n - t o - v a l u e  l i m i t a t i o n  e s t a b l i s h e d  i n  ( a ) ( 4 )  o f  t h i s  

s e c t i o n  d o e s  n o t  a p p l y  t o  a  m o r t g a g e  [ Q U A L I F I E D ]  l o a n  t h a t  i s  f e d e r ­

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

i n  ( a ) ( 1 )  a n d  (4) o f  t h i s  s e c t i o n  d o  n o t  a p p l y  t o  a  m o r t g a g e  l o a n  t h a t

i s  a  r e f i n a n c i n g  m o r t g a g e  l o a n  u n d e r  A S  1 8 . 5 6 . 1 0 2 .

*  S e c .  2. A S  1 8 . 5 6 . 0 9 8 ( a )  i s  a m e n d e d  t o  r e a d :

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

p u r c h a s e  p r o g r a m .  U n d e r  t h e  s p e c i a l  m o r t g a g e  l o a n  p u r c h a s e  p r o g r a m ,  

t h e  c o r p o r a t i o n  m a y  p u r c h a s e  [ R E F I N A N C I N G  L O A N S  O R ]  f i r s t  o r  s e c o n d  

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

s u b s e c t i o n  m u s t  b e  [, I N C L U D I N G  G R A D U A T E D  P A Y M E N T  M O R T G A G E  L O A N S , ]

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

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

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

l o a n s  a n d  a d j u s t a b l e  r a t e  m o r t g a g e  l o a n s  [ R E S I D E N C E S ] .

*  S e c .  3 .  A S  1 8 . 5 6 . 0 9 8 ( g ) ( 1 )  i s  a m e n d e d  t o  r e a d :

(1) T h e  i n t e r e s t  r a t e  o n  t h e  f i r s t  $ 9 0 , 0 0 0  o f  a  m o r t g a g e

l o a n  p u r c h a s e d  w i t h  t h e  p r o c e e d s  o f  a n  i s s u e  o f  t a x a b l e  b o n d s  o f  t h e
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c o r p o r a t i o n  i s  o n e  a n d  o n e - h a l f  [ T H R E E ]  p e r c e n t  l e s s  t h a n  t h e  c o s t  o f  

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

(A) i f  t h e  c o s t  o f  f u n d s  o f  t h a t  i s s u e  i s  l e s s  t h a n  10

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

(B) i f  t h e  c o s t  o f  f u n d s  o f  t h a t  i s s u e  i s  m o r e  t h a n  10

p e r c e n t ,  t h e  i n t e r e s t  r a t e  m a y  n o t  b e  l e s s  t h a n  10 p e r c e n t .

*  S e c .  4. A S  1 8 . 5 6 . 0 9 8 ( g )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d ;

(7) T h e  c o r p o r a t i o n  s h a l l  d e t e r m i n e  t h e  i n t e r e s t  r a t e  o n  a  

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

t h i s  s u b s e c t i o n .  T h e  c o r p o r a t i o n  s h a l l  r e c a l c u l a t e  t h e  i n t e r e s t  r a t e  

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

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

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

t o  a n  a d j u s t a b l e  r a t e  m o r t g a g e  l o a n ,  a n d  t h e  i n t e r e s t  r a t e  o n  t h e  

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

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

r a t i o n .

*  S e c .  5. A S  1 8 . 5 6  i s  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  t o  r e a d ;

S e c .  1 8 . 5 6 . 1 0 2 .  S I M P L I F I E D  R E F I N A N C I N G  M O R T G A G E  L O A N  P U R C H A S E  

P R O G R A M .  (a )  T h e  c o r p o r a t i o n  s h a l l  e s t a b l i s h  a  s i m p l i f i e d  r e f i n a n c ­

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

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

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

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

( b )  A S  1 8 . 5 6 . 0 9 8 ( c ) ,  ( e ) , a n d  ( k )  a p p l y  t o  r e f i n a n c i n g  m o r t g a g e  

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

( c )  S u b j e c t  t o  ( d )  o f  t h i s  s e c t i o n ,  t h e  i n t e r e s t  r a t e  o n  a  

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

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

m o n e y

(1) i s  10 p e r c e n t  o r  l e s s ,  t h e  i n t e r e s t  r a t e  i s  e q u a l  t o  

t h e  c o s t  o f  m o n e y ;  a n d

(2) i s  m o r e  t h a n  10 p e r c e n t ,  t h e  i n t e r e s t  r a t e  m a y  n o t  b e  

l e s s  t h a n  10 p e r c e n t .

(d) I f  t h e  r e f i n a n c i n g  m o r t g a g e  l o a n  i s  a n  a d j u s t a b l e  r a t e  

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

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

i n r e r e s t  r a t e  from t i m e  t o  t i m e  i n  a c c o r d a n c e  w i t h  ( c )  o f  t h i s  s e c ­

t i o n .  H o w e v e r ,  n o t w i t h s t a n d i n g  ( c ) ( 1 )  o f  t h i s  s e c t i o n ,  t h e  c o r p o ­

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

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

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

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

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

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

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

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

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

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

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

(e )  E q u i t y  e x t r a c t i o n  m a y  n o t  b e  a l l o w e d  u n d e r  t h i s  p r o g r a m .

(f) I n  t h i s  s e c t i o n ,  " r e f i n a n c i n g  m o r t g a g e  l o a n "  m e a n s  a  l o a n  

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

*  S e c .  6 .  A S  1 8 . 5 6 . 1 0 6 ( b )  i s  a m e n d e d  t o  r e a d ;

(b) T h e  c o r p o r a t i o n  s h a l l  a d o p t  r e g u l a t i o n s  u n d e r  t h i s  s e c t i o n  

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

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

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

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

w h i c h  a  b o r r o w e r  h a s  a g r i c u l t u r a l  r i g h t s .

*  S e c .  7. A S  1 8 . 5 6 . 1 1 0 ( g )  i s  a m e n d e d  t o  r e a d :

(g) N o t w i t h s t a n d i n g  A S  1 8 . 5 6 . 0 9 0 ( 1 2 )  a n d  (a ) o f  t h i s  s e c t i o n ,  

t h e  c o r p o r a t i o n  m a y  n o t  i s s u e  b o n d s  [, O T H E R  T H A N  R E F U N D I N G  B O N D S , ]  i n  

a n y  1 2 - m o n t h  p e r i o d  b e g i n n i n g  a f t e r  J u n e  3 0 ,  1 9 8 3 ,  i n  a n  a m o u n t  t h a t  

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

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

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

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

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

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

*  S e c .  8. A S  1 8 . 5 6 . 9 0 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

( 1 3 )  " a d j u s t a b l e  r a t e  m o r t g a g e  l o a n "  m e a n s  a  m o r t g a g e  l o a n  

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

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

e n c e  p o i n t .

*  S e c .  9. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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GOVERNOR

S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR

J u n e a u

March 24, 1987

The Honorable Jan Faiks 
President of the Senate 
Alaska State Legislature 
P.O. Box V  
Juneau, A K  99811

Dear Senator Faiks:

Under the authority of art. Ill, sec. 18, of the Alaska C o n­
stitution, I am transmitting a bill relating to the purchase 
of m o r t g a g e  loans by the Alaska Housing Finance Corporation 
(AHFC) and to the issuance of refinancing mortgage bonds by 
AHFC. The bill enables AHFC to establish a new program for 
AHFC purchase of refinancing mortgage loans. It also clar­
ifies AHFC's ability to purchase adjustable rate mortgage 
l o a n s .

Existing AS 18.56.096 imposes a number of limitations with 
respect to the terms of mortgage loans that AHFC may pur­
chase. Existing AS 18.56.096 (a)(1) and (4) set out loan- 
to-value ratio limits applicable to first mortgages for two- 
to four-unit houses and single-family houses, respectively. 
Existing AS 18.56.096(b) waives the loan-to-value ratio lim­
it for single-family houses if the mortgage loan is federal­
ly insured or guaranteed. The amendment proposed in sec. 1 
of the bill also waives the loan-to-value ratio limit for 
both single-family houses and two- to four-unit houses if 
the m o r tgage loan is a refinancing mortgage loan purchased 
under the new program established in proposed AS 18.56.102 
(in sec. 4 of the b i l l ) .

Most of A HFC's loan purchasing activities have been carried 
out under the special m o r tgage loan purchase program e stab­
lished in AS 18.56.098. The amendment to AS 18.56.098(a), 
proposed in sec. 2 of the bill, (1) reorganizes some of the 
language of that subsection to clarify its meaning, (2) pre­
serves AHFC's ability to purchase refinancing loans under 
the special mortgage loan purchase program notwithstanding 
the addition o f  the new program for that purpose in sec. 4 
of the bill, and (3) makes it clear that AHFC may purchase 
an adjustable rate mortgage loan.

Section 3 of the bill adds a new paragraph (7) to AS 18.56.- 
098(g), the subsection that deals with the setting of inter­
est rates on mortgage loans purchased under the special 
mo r tgage loan purchase program. The new paragraph directs
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that the interest rate for an adjustable rate m o r tgage loan 
be established as w i t h  any other mortgage loan except that
(1) AHF C is to periodi cally r e v i e w  those interest rates, and
(2) A H F C  m a y  establish a m i n imum interest rate for adjust­
able rate mortga ge loans.

Section 4 of the bill adds A S  18.56.102, w h i c h  establishes 
the simplified refinancing m o r t g a g e  loan purchase program. 
The n e w  program is intended to provide relief to borrowers 
under circumstances described by regulations to be adopted 
by AHFC. The interest rate for a mor tgage loan purchased 
under the new p r o g r a m  is set according to the cost to AHFC 
of the money used to purchase the m ortgage loan. The inter­
est rate is equal to the cost of the m o n e y  if that cost is 
10 percent or less; if the cost o f  the m o n e y  ir. greater than 
10 percent, the interest rate is 3 percent below the cost of 
the money, but m a y  not be less than 10 percent. AHFC may 
p urchase adjustable rate mortg age loans under the new p r o­
gram. The interest rates for the adjustable rate mortgage 
loans are to be periodically reviewed and are subject to a 
m i nimum interest rate if one is established by AHFC.

Certain provisions of the special m o r tgage loan purchase 
program in A S  18.56.098 will be applicable to the n e w  r e f i­
nancing mortgage loan purchase program, including the a b i l­
ity to pledge m o r tgage loans to bonds issued for the p u r­
poses o f  the p r ogram (AS 18.56.098 (c)), the duty to adopt 
regulations with respect to the p r o gram and w i t h  respect to 
the ability to prepay m o r tga ge loans purchased under the 
p r o gram (AS 18.56.098(e)), and a w aiv er of the application 
of the state usury limitation to loans pu rchased by AHFC 
(AS 1 8 . 5 6 . 0 9 8 (k)).

Section 5 of the bill proposes an amendment to AS 18.56.- 
110(g), to exempt bonds for the purchase of refinancing 
mortgage loans from the limitation, set in that subsection, 
on the amount of bonds that A H F C  m a y  issue during a 12-month 
period.

Section 6 of the bill adds to AS 18.56.900 a definition of 
"adjustable rate mortgage loan,"
immediate effective date
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