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B I L L  R O OT: H B 0 3 5 6

B I L L  N U M B E R r  H B  3 5 6  I N T R O D U C E D :  1 / 1 3 / 8 8  R E F E R R E D :

J u d i c i a r y  a n d  F i n a n c e

e p n M c n R *

BY  T H E  R U L E S  C O M M I T T E E  BY 

R E Q U E S T  OF  T H E  G O V E R N O R

H O U S E  B I L L  NO. 3 5 6  

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  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  - S E C O N D  S E S S I O N  

A  B I L L

"An A c t  r e l a t i n g  . to  t h e  a u t h o r i t y  o f  t h e  A l a s k a  

P u b l i c  U t i l i t i e s  C o m m i s s i o n  in c o n n e c t i o n  w i t h  c e r ­

ta i n  a c t i v i t i e s  o f  t h e  A l a s k a  P o w e r  A u t h o r i t y  a nd in

c o n n e c t i o n  w i t h  c a l c u l a t i n g  p o w e r  c o s t  e q u a l i z a t i o n ;

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

BE IT E N A C T E D  BY  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1. A S  4 2 . 0 5 . 4 3 1  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to

read:

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

(1) a w h o l e s a l e  a g r e e m e n t  f o r  t h e  s a l e  o f  p o w e r  f r o m  a 

p r o j e c t  l i c e n s e d  by  t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  on o r  

b e f o r e  J a n u a r y  1, 1987, e n t e r e d  i n t o  b e t w e e n  t h e  A l a s k a  P o w e r  A u t h o r i­

ty  a n d  o n e  o r  m o r e  o t h e r  p u b l i c  u t i l i t i e s  a f t e r  O c t o b e r  31, 198 7  a nd

b e f o r e  J a n u a r y  1, 1988, [ AND R E L A T E D  C O N T R A C T S  F O R  T H E  W H E E L I N G ,  S T O R ­

AGE ,  R E G E N E R A T I O N ,  O R  W H O L E S A L E  R E P U R C H A S E  O F  P O W E R  P U R C H A S E D  U N D E R  

S U C H  A N  A G R E E M E N T ,  A N D  A N Y  S U B S E Q U E N T  A M E N D M E N T S  T O  T H E  W H O L E S A L E  

A G R E E M E N T  O R  R E L A T E D  C O N T R A C T ,  A R F  N O T  S U B J E C T  T O  R E V I E W  O R  A P P R O V A L  

BY  T H E  C O M M I S S I O N ]  A N D  is n o t  s u b j e c t  to  r e v i e w  or  a p p r o v a l  bv  the

c o m m i s s i o n .

(2) a w h o l e s a l e  a g r e e m e n t  [ OR R E L A T E D  C O N T R A C T ]  d e s c r i b e d  in 

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

to e s t a b l i s h ,  c h a r g e ,  a nd c o l l e c t  r a t e s  s u f f i c i e n t  to m e e t  its o b l i g a­

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

*  Sec. 2. A S  4 2 . 0 5 . 5 1 1  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(d) [AL L  C O S T S  I N C U R R E D  BY A  U T I L I T Y  IN C O N N E C T I O N  W I T H  A  

W H O L E S A L E  A G R E E M E N T  O R  C O N T R A C T  D E S C R I B E D  IN A S  4 2 . 0 5 . 4 3 1 ( c ) ( 1 ) ,  

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

S U C H  A N  A G R E E M E N T  O R  C O N T R A C T ,  M U S T  BE A L L O W E D  IN T H E  R A T E S  C H A R G E D  BY 

T H E  U T I L I T Y . ]

(d) A  c o n t r a c t  f o r  w h e e l i n g ,  s t o r a g e ,  r e g e n e r a t i o n ,  o r  w h o l e s a l e  

r e p u r c h a s e  o f  p o w e r  p u r c h a s e d  u n d e r  a w h o l e s a l e  a g r e e m e n t  in f c W l ) .  

is n o t  s u b j e c t  to  c o m m i s s i o n  r e v i e w  e x c e p t  as to t h e  c o s t s  a nd t h e i r  

a l l o c a t i o n  t h r o u g h  rates.



Sec. 3. A S  4 4 . 8 3 . 0 9 0 ( b )  is a m e n d e d  to  read:

(b) T h e  a u t h o r i t y  is n ot s u b j e c t  to  t h e  j u r i s d i c t i o n  o f  the 

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n .  N o t h i n g  in t h i s  chanter [AS 44.-

8 3 . 0 1 0  - 4 4 . 8 3 . 4 2 5 ]  g r a n t s  t he a u t h o r i t y  a n y  j u r i s d i c t i o n  o v e r  th e  

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

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

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

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

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

c o n t r a c t s  d e s c r i b e d  in AS  4 2 . 0 5 . 4 3 1 ( c ) ( 1 )  a n d  A S  4 2 . 0 5 . 5 1 1 ( d ) .

Sec. 4. A S  4 4 . 8 3 . 1 6 2  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(p) In c a l c u l a t 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 h e  c o m m i s s i o n  m a y  

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

U n i t e d  S t a t e s  D e p a r t m e n t  o f  D e f e n s e  f a c i l i t y .

Sec. 5. T h i s  A c t  is r e t r o a c t i v e  to  N o v e m b e r  1, 1987.

Sec. 6. This Act takes effect immediately under AS 01.10.070(c).



APPENDIX A 
C o m p u ta t io n  O f  W h e e l i n g  R a t e s

R a t e s  f o r  w h e e l i n g  s e r v i c e s  p r o v i d e d  u n d e r  S e c t i o n  4 o f  
t h i s  A g r e e m e n t  a r e  i n t e n d e d  t o  b e  c o m p u ted  on a f u l l y  a l l o c a t e d  
c o s t  b a s i s  and  t o  a p p l y  t o  a l l  W h e e l i n g  U t i l i t i e s  i n  a " p o s t a g e  
s t a m p "  m anner ,  i n  a c c o r d a n c e  w i t h  t h e  f o l l o w i n g  p r i n c i p l e s :

1. B a s i c  W h e e l i n g  R a t e .

(a) F o r m u la . T he  b a s i c  w h e e l i n g  r a t e  s h a l l  b e  com pu ted  i n  
e a c h  C h u g a c h  r a t e  a d ju s t m e n t  p r o c e e d i n g  i n  a c c o r d a n c e  w i t h  t h e  
f o l l o w i n g  f o r m u la ,  u s i n g  a c t u a l  v a l u e s  f o r  e a c h  v a r i a b l e  a s  d e ­
t e r m in e d  f o r  t h e  r a te r a a k in g  t e s t  y e a r  a p p l i c a b l e  t o  t h a t  r a t e  
a d ju s t m e n t  p r o c e e d i n g :

R -  A + B  + C + D + E x k

F

W h e re :

R =* T h e  b a s i c  w h e e l i n g  r a t e  t o  b e  c h a r g e d  d u r i n g  
t h e  r a t e  p e r i o d ;

A  =* Chugach  0 & M e x p e n s e  a l l o c a t e d  t o  t r a n s m i s ­
s i o n  ( c u r r e n t l y  REA  A c c o u n t s  556 t h r o u g h  
5 7 3 ) ,  l e s s  su c h  0 & M e x p e n s e  p r o p e r l y  a l ­
l o c a t e d  t o  C h u g a c h 's  B e lu g a  t o  P o i n t  M a c -  
X e n z i e  t r a n s m i s s i o n  s e g m e n t ;

B -  Chugach  A  & G e x p e n s e  a l l o c a t e d  t o  t r a n s m i s ­
s i o n  ( c u r r e n t l y  REA  A c c o u n t s  920 t h r o u g h  
9 3 2 ) ,  l fe s s  s u c h  A  & G e x p e n s e  p r o p e r l y  a l ­
l o c a t e d  t o  C h u g a c h 's  B e lu g a  t o  P o i n t  M a c -  
K e n z i e  t r a n s m i s s i o n  s e g m e n t ;

C -  Chugach  t a x e s  a l l o c a t e d  t o  t r a n s m i s s i o n
( c u r r e n t l y  REA  A c c o u n t  4 0 8 ) ,  l e s s  su ch  t a x e s  
p r o p e r l y  a l l o c a t e d  t o  C h u g a c h 's  B e lu g a  t o  
P o i n t  M a c K e n z ie  t r a n s m i s s i o n  s e g m e n t ;

D =* C h ugach  d e p r e c i a t i o n  a l l o c a t e d  t o  t r a n s m i s ­
s i o n  ( c u r r e n t l y  R EA  A c c o u n t  4 0 3 ) ,  l e s s  su ch  
d e p r e c i a t i o n  p r o p e r l y  a l l o c a t e d  t o  C h u g a c h 's  
B e lu g a  t o  P o i n t  M a c K e n z ie  t r a n s m i s s i o n  s e g ­
m en t ;
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E =» Chugach  i n t e r e s t  e x p e n s e  and g e n e r a t i o n - a n d -  
t r a n s m i s s i o n  T I E R  (o r  o t h e r  a p p l i c a b l e  g e n ­
e r a t i o n  and  t r a n s m i s s i o n  m a rg in  r e q u i r e m e n t )  
a l l o c a t e d  t o  t r a n s m i s s i o n ,  l e s s  i n t e r e s t  
e x p e n s e  and  g e n e r a t i o n  and t r a n s m i s s i o n  T I E R  
p r o p e r l y  a l l o c a t e d  t o  C h u g a c h 's  B e lu g a  t o  
P o i n t  M a c K e n z ie  t r a n s m i s s i o n  s eg m e n t ;

F 3  T h e  sum i n  k i l o w a t t h o u r s  o f  ( i )  C h u g a c h 's  
t o t a l  g e n e r a t i o n  ( e x c l u s i v e  o f  g e n e r a t i o n  
f o r  econom y s a l e s )  p l u s  p u r c h a s e s ,  and  ( i i )
t h e  B r a d l e y  L a k e  E n e r g y  o f  t h e  W h e e l i n g
U t i l i t i e s ;

and

K =* T h e  a p p l i c a b l e  p h a s e - i n  f a c t o r  o r  c o n s t a n t  
a s  s e t  f o r t h  b e lo w  i n  P r o v i s i o n  2 o f  t h i s  
A p p e n d i x  A .

(b) N o t e s  on  s p e c i f i c  v a r i a b l e s .

( i )  T h e  P o i n t  M a c K e n z ie  S u b s t a t i o n  i s  n o t  p a r t  o f  
C h u g a c h 's  B e lu g a  t o  P o i n t  M a c K e n z ie  t r a n s m i s s i o n  s e g m e n t ,  
and  t h e  c o s t s  o f  t h a t  S u b s t a t i o n  s h a l l  n o t  b e  e x c l u d e d  i n
d e t e r m in i n g  t h e  v a l u e s  f o r  t h o s e  v a r i a b l e s  from  w h ic h  t h e
c o s t s  o f  t h a t  s egm en t a r e  e x c l u d e d .

( i i )  C h u g a c h 's  t r a n s m i s s i o n  0 & M e x p e n s e  and  A  & G 
e x p e n s e  a s s o c i a t e d  w i t h  C h u g a c h 's  B e lu g a  t o  P o i n t  M a c K e n z ie  
t r a n s m i s s i o n  segm en t a r e  n o t  (and  a t  t h i s  t im e  c a n n o t  be) 
s p e c i f i c a l l y  i d e n t i f i e d  and  i s o l a t e d  f r o m  C h u g a c h 's  t o t a l  
t r a n s m i s s i o n  0 & M e x p e n s e  and  A  & G e x p e n s e .  T h e r e f o r e ,  
i n  c o m p u t in g  " A "  and " B "  i n  t h e  f o r e g o i n g  f o r m u la ,  r e a s o n ­
a b l e  e s t i m a t e s  o f  C h u g a c h 's  t r a n s m i s s i o n  0 & M e x p e n s e  and 
A & G e x p e n s e  a s s o c i a t e d  w i t h  C h u g a c h 's  B e lu g a  t o  P o i n t  
M a c K e n z ie  t r a n s m i s s i o n  seg m en t  s h a l l  b e  u s e d .  Such  e s t i ­
m a te s  may b e  b a s e d  on  r e a s o n a b l e  p r o x y  v a r i a b l e s ,  su ch  as 
t h e  p e r c e n t a g e  o f  t o t h l  r e c o r d e d  a n n u a l  h o u r s  o f  t r a n s m i s ­
s i o n  0 & M l a b o r  r e p r e s e n t e d  b y  r e c o r d e d  a n n u a l  h o u r s  o f  
t r a n s m i s s i o n  0 & M l a b o r  on  C h u g a c h 's  B e lu g a  t o  P o i n t  M ac ­
K e n z i e  t r a n s m i s s i o n  s e g m e n t .

( i i i )  A s  p r o v i d e d  i n  S e c t i o n  1 3 (cc )  o f  t h i s  A g r e e ­
m e n t ,  n e i t h e r  HEA n o r  AE G ST  on b e h a l f  o f  HEA i s  a W h e e l i n g  
U t i l i t y  f o r  p u r p o s e s  o f  t h i s  A g r e e m e n t  ( e x c e p t ,  p o t e n t i a l ­
l y ,  as a s u c c e s s o r  o r  a s s i g n e e  o f  a n o t h e r  W h e e l i n g  U t i l i ­
t y ' s  B r a d l e y  L a k e  E n e r g y ) .  T h u s ,  " F "  i n  t h e  f o r m u la  s e t  
f o r t h  a b o v e  s h a l l  n o t  i n c l u d e  o r  b e  i n c r e a s e d  b y  a n y  B ra d ­
l e y  L a k e  E n e r g y  o f  HEA o r  AEG&T on b e h a l f  o f  H EA , e v e n  i f  
su ch  E n e r g y  i s  w h e e le d  b y  C h u gach  p u r s u a n t  t o  S e c t i o n  8 ( f )  
o f  t h i s  A g r e e m e n t  a t  w h e e l i n g  r a t e s  e s t a b l i s h e d  u n d e r  t h i s  
E x h i b i t  A .
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2. P h a s e - I n  F a c t o r  ( Y e a r s  1 -15) And C o n s t a n t  ( L a t e r  Y e a r s ) .

B e g in n in g  w i t h  t h e  c a l e n d a r  y e a r  i n  w h ic h  t h e  P r o j e c t  
a c h i e v e s  C o m m erc ia l  O p e r a t i o n ,  and i n  e a c h  o f  t h e  n e x t  f o u r t e e n  
c a l e n d a r  y e a r s  ( C a l e n d a r  Y e a r s  1 t h r o u g h  15 i n  t h e  t a b l e  b e l o w ) , 
t h e  a p p l i c a b l e  w h e e l i n g  r a t e  s h a l l  be  d e t e r m in e d  b y  m u l t i p l y i n g  
t h e  t h e n - a p p l i c a b l e  b a s e  w h e e l i n g  r a t e  (a s  com p u ted  a b o ve )  t im e s  
a p h a s e - i n  f a c t o r  i n  a c c o r d a n c e  w i t h  t h e  f o l l o w i n g  t a b l e :

C a l e n d a r  Y e a r  P h a s e - I n  F a c t o r

1 ............................................................ 3333
2 .............................................................3333
3 ............................................................ 3333
4 .............................................................3805
5 .............................................................4278
6 .............................................................4750
7 ............................................................ 5222
8 .............................................................5694
 9 .............................................................6167

10   6639
1 1 .............................................................7111
12 .............................................................7583
13 ............................................................. 8056
14 ............................................................ 8528
15 ............................................................. 9000

B e g i n n i n g  o n  t h e  f i r s t  d a y  o f  t h e  n e x t  c a l e n d a r  y e a r  a f t e r  C a l ­

e n d a r  Y e a r  1 5 ,  a n d  i n  a l l  s u c c e e d i n g  c a l e n d a r  y e a r s ,  t h e  b a s e  

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

t i p l i e d  b y  0 . 9 0 0 0  a s  a  c o n s t a n t .  A n y  i n c r e a s e  i n  t h e  a p p l i c a b l e  

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

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

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

t h i s  A g r e e m e n t .

i
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FROM:

TO: R ap . J o h n  Sund 

E r i c  Redman* o f  l a w y e r *  f o r  
Chugach  B l a c t r i o  A s s o c i a t i o n ,  I n c

DATE : J a n u a r y  27, 1988

SUBJECT : S e r v i c e s  A g reem en t F o r  B r a d l e y  L a k e  E n e rg y

T h ia  memorandum l a  t o  c o n f i r m  f o r m a l l y  a p o i n t  made b y  c o a -  
m i a B i o n a r  Suaan Know laa  o f  t h a  A l a s k a  P u b l i c  u t i l i t i e s  Com m iss ion  
( "A P U C " )  and b y  ma i n  ou r  r a a p a c t i v a  o r a l  t e s t im o n y  b e f o r e  y o u r  
C om m ittee  d u r in g  h a a r in g a  t o d a y  on HB 336.

Tha  w h e e l i n g  r a t a  f o r  B r a d l e y  L ake  E n e r g y  u n d e r  t h e  a b o v e ­
c a p t i o n e d  A g reem en t i s  r e q u i r e d , b y  t h e  A g r e e m e n t ,  t o  b e  d e t e r ­
m ined  i n  a c c o rd a n c e  w i t h  A p p e n d ix  A  o f  t h e  A g re em en t  i n  t h e  con ­
t e x t  o f  Chugach " r a t a  a d ju s tm e n t  p r o c e e d i n g s . "  A p p e n d ix  A con ­
t a i n s  a fo rm u la  f o r  com p u t in g  t h e  w h e e l i n g  r a t e ,  u e in g  s p e c i f i e d  
Chugach c o s t a ,  s p e c i f i e d  q u a n t i t i e s  o f  e n e r g y ,  and a c o n s t a n t .  
By d e s ig n ,  t h e  s p e c i f i e d  c o s t s  e r e  t h o s e  w h ic h  t h e  APUC m ust r e ­
v i e w  and a p p ro ve  (o r  d i s a p p r o v e )  i n  any  e v e n t  i n  t h e  c o u r s e  o f  
Chugach*a  p e r i o d i c  r a t e  a d ju s tm e n t  p r o c e e d in g s .  S i m i l a r l y ,  t h e  
q u a n t i t i e s  o f  e n e rg y  u sed  i n  t h e  fo r m u la  oan o r  muet b e  d e t e r ­
m ined  i n  such  p r o c e e d in g s  i n  o r d e r  t o  r a v i e w  and a p p r o v e  (or/ d i s ­
a p p ro ve )  C h ugaoh*a r a t e s  g e n e r a l l y ,  n o t  j u s t  C h u ga o h ’ o w h e e l in g  
r a t e  f o r  B r a d l e y  Lake  E n e r g y .

T h u s ,  a s  A p p e n d ix  A  s h o u ld  h a v e  made c l e a r ,  t h e  p a r t i o a  r e ­
c o g n is e  and i n t e n d  t h a t  t h a t  t h e  o o s t s  and  t h e  q u a n t i t i e s  o f  en ­
e r g y  u s e d  t o  e s t a b l i s h  t h e  w h e e l i n g  r a t e  u n d e r  A p p e n d i x  A — as 
d i s t i n o t  from  t h e  fo rm u la  i t s e l f  and t h e  o o r .e ta n t  uaiaci i n  t h a t  
fo r m u la — w o u ld  a o n t in u e  t o  b e  s u b j e c t  t o  APUC r e v i e w  i n  C h u g a c h * i  
r a t e  p r o a e e d in g i ,  ae  t h e y  a r e  t o d a y ,  r e g a r d l e s s  o f  MB 3 5 6 ' •  en ­
a c tm e n t .



The  r e a s o n  A p p e n d ix  A  d oes  n o t  s p e c i f i c a l l y  m e n t io n  t h e  APUC 
i e  a i a p l y  t h e t  t h e  p a r t i e s  w ia h a d  t o  a v o i d  a  p o t e n t i a l  f u t u r e  
d i s p u t e  a b o u t  w h e th e r  A p p e n d ix  A  w o u ld  c o n t i n u e  t o  b in d  t h e  p a r ­
t i e s  i n  t h e  ( p o s s i b l e  b u t  u n fo r e s e e n )  e v e n t  t h a t  APUC c e a s e s  t o  
r e v i e w  and a p p r o v e  (o r  d is a p p r o v e )  C h u g a o h 's  r a t e s  a t  some p o i n t  
d u r in g  t h e  50 y e a r  l i f e  o f  t h e  A g r e e m e n t .  The  i n t e n t  o f  t h e  p a r ­
t i e s  wee t h a t  A p p e n d ix  A  s h o u ld  rem a in  b i n d i n g  e v e n  i n  t h a t  
e v e n t .

I  h ope  t h i s  fo r m a l  c l a r i f i c a t i o n  w i l l  b e  o f  a s s i s t a n c e  t o
yo u .

D W , 1 / 1 9 8 8 0 1
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P . O .  BOX V 
S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  998

TO: R e p r e s e n t a t i v e  J o h n  S u n d

F R O M :  R e p r e s e n t a t i v e  K a y

D A T E :  J a n u a r y  26, 1 9 8 8

S U B J :  H B  3 5 6  - B r a d l e y  L a k e  E x e m p t i o n  f r o m  t h e  A P U C

A s  y o u  r e v i e w  H o u s e  Bill 3 5 6 .  w h i c h  w o u l d  e x e m p t  t h e  B r a d l e y  L a k e  p o w e r  

sales c o n t r a c t s  a n d  r e l ated "services" a n d  w h e e l i n g  c o n tracts f r o m  t h e  

r e v i e w  or  a p p r o v a l  of t h e  A l a s k a  P u b l i c  Utilities C o m m i s s i o n ,  I w i s h  to d r a w  

y o u r  at t e n t i o n  to s e v e r a l  specific c o n c e r n s  I h a v e  w i t h  t n e  bill.

I w o u l d  like to p r e f a c e  m y  specific c o m m e n t s  w i t h  a  g e n e r a l  s t a t e m e n t  of 

s u p p o r t  for t h e  a d m i n i s tration's essential o b j e c t i v e  of t r y i n g  to e n s u r e  that 

t h e  B r a d l e y  L a k e  project is a b l e  to p r o c e e d  w i t h  r e s u m p t i o n  of c o n s t r u c t i o n  

this s u m m e r .  A l t h o u g h  I still h a v e  r e s e r v a t i o n s  a b o u t  t h e  f u n d a m e n t a l  

w i s d o m  of t h e  project, at this point, g i v e n  t h e  e x t e n t  of t he state's 

c o m m i t m e n t  (ie, " s u n k "  costs), I feel that a d d i tional d e l a y s  w o u l d  b e  

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

A t  t h e  s a m e  time, h o w e v e r ,  I a m  c o n c e r n e d  a b o u t  t h e  potential l o n g - t e r m  

a d v e r s e  i m p a c t s  t h a t  s o m e  of t h e  l a n g u a g e  p r o p o s e d  in H B  3 5 6  w o u l d  h a v e  

o n  t h e  ability of t h e  A P U C  to protect c o n s u m e r  interests. I fin d  it 

t r o u b l e s o m e  that t h e  bill w o u l d  p r o v i d e  n o t  o n l y  tha t  t h e  B r a d l e y  L a k e  

w h o l e s a l e  p o w e r  c o n tracts w o u l d  b e  e x e m p t e d ,  b u t  also, " w i t h o u t  limitation," 

all u n s p e c i f i e d  "other costs" as well. Additionally, t h e r e  is l a n g u a g e  in t h e  bill 

stating t hat " a n y  s u b s e q u e n t  a m e n d m e n t s "  a r e  b e y o n d  A P U C  jurisdiction.

I also h a v e  c o n c e r n s  a b o u t  S e c tion 2 9  of t h e  p o w e r  sales contracts, w h i c h  

r e q u i r e  that Railbelt c o n s u m e r s  m a k e  "excess" p a y m e n t s  b e y o n d  t h o s e  

r e q u i r e d  to p a y  off t h e  d e b t  for t h e  project. P l e a s e  find a t t a c h e d  s o m e  draft 

l a n g u a g e  that w o u l d  p r o v i d e  for t h e  e l i m i n a t i o n  of this provision.



E x e m p t i n g  t h e  t r a n s m i s s i o n  a g r e e m e n t s ,  t o g e t h e r  w i t h  the o p e n - e n d e d  

l a n g u a g e  c o n t a i n e d  in H B  3 5 6  p r o v i d i n g  a n  e x e m p t i o n  for all "other costs" 

a n d  " a n y  a m e n d m e n t s "  w o u l d  result, to a  significant d e g r e e ,  in d e  facto 

d e r e g u l a t i o n  of t h e  Railbelt utilities.

I u r g e  t h e  J u d i c i a r y  C o m m i t t e e  to carefully e x p l o r e  l a n g u a g e  m o d i f ications to 

t h e  bill w h i c h  w o u l d  m e e t  t w o  f u n d a m e n t a l  objectives:

1) e n s u r e  t h a t  t h e  B r a d l e y  project c o n s t r u c t i o n  c a n  m o v e  f o r w a r d  this 

s u m m e r  in o r d e r  to c o m p l e t e  t h e  project in t i m e  to sell l o n g - t e r m  tax 

e x e m p t  b o n d s  prior to 1 9 9 1 ;  a n d

2) also e n s u r e ,  to t h e  g r e a t e s t  d e g r e .  possible, that t h e  A P U C  will b e  

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

interests.

T h e  f o l l o w i n g  specific c o m m e n t s  a re o f f e r e d  in t h e  interest of w o r k i n g  o u t  

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

of a r e s p o n s i b l e  H B  3 5 6 .

S P E C I F I C  C O M M E N T S  

All U n s p e c i f i e d  " O t h e r  Costs" E x e m p ted

I n  c o n t r a s t  to last y e a r s  H C S  C S S S S S B  2 2  (Fin), that p r o v i d e d  o n i y  for the 

e x e m p t i o n  of p o w e r  costs, H B  3 5 6  calls for t h e  e x e m p t i o n  of "all costs... 

including, w i t h o u t  limitation, p o w e r  a n d  o t h e r  costs...." (see p a g e  1, line 2 9  

t h r o u g h  p a g e  2, line 4).

W h i l e  a n  a r g u m e n t  c a n  b e  m a d e  t hat b o n d  h o l d e r s  r e q u i r e  t h e  security of 

k n o w l e d g e  t hat t h e  project d e b t  will b e  r e p a i d  t h r o u g h  p o w e r  sales, the 

e x e m p t i o n  of all o t h e r  costs (ie. m a n a g e m e n t  salaries, c o n s u l t i n g  contracts, 

a d m i n i s t r a t i v e  costs, legal costs, a n d  a n y  o t h e r  costs in c l u d i n g  t h o s e  

e s t a b l i s h e d  b y  a m e n d m e n t s  to t h e  contracts) c a n n o t  b e  justified. T h i s  w o u l d  

h a v e  t h e  effect of a l l o w i n g  utilities to p a s s  t h r o u g h  w i t h o u t  r e v i e w  a n y  costs 

w h e t h e r  r e a s o n s a b l e  or  not.

T h i s  o p e n - e n d e d  l a n g u a g e  s h o u l d  b e  m o d i f i e d  to p r o v i d e  o n l y  that p o w e r  

costs a r e  to b e  g u a r a n t e e d  a  f l o w  t h r o u g h  to t h e  rates. All "other costs" 

s h o u l d  b e  r e v i e w e d  a n d  a p p r o v e d .



All U n s p e c i f i e d  A m e n d m e n t s  E x e m p t e d

H B  3 5 6  p r o p o s e s  n o t  o n l y  to e x e m p t  t h e  w h o l e s a l e  p o w e r  contracts a n d  t h e  

related s e r v i c e s / w h e e l i n g  c o n tracts w h i c h  h a v e  b e e n  e n t e r e d  into b u t  also 

" a n y  s u b s e q u e n t  a m e n d m e n t s "  (see p a g e  1, line 21J.

It h a s  b e e n  stat e d  tha t  t h e r e  a r e  o t h e r  parties ( s e c o n d a r y  l e n d e r s  including 

t he R u r a l  Electrification A d m i n i s t r a t i o n )  r e v i e w i n g  t h e  c o n tracts a n d  w h o  

m a y  r e q u i r e  s o m e  a m e n d m e n t s .  T h e r e  is also a n  e x p r e s s e d  d e s i r e  o n  the 

p a r t  of t h e  utilities for "flexibility" to m a k e  c h a n g e s  in t h e  c o n t racts as th e  

n e e d  arises.

N e i t h e r  of  t h e s e  a r g u m e n t s  is c o m p e l l i n g .  If t h e  f u n d a m e n t a l  n e e d  is to 

r e s p o n d  to t h e  possible d e m a n d s  of s e c o n d a r y  lenders, t h e n  t h e  bill s h o u l d  

i n c l u d e  a  specific e x e m p t i o n  for tha t  p u r p o s e .

Assignability of C o n t r a c t s

A n o t h e r  q u e s t i o n  r e g a r d i n g  t h e  e x e m p t i o n  p r o v i s i o n s  c o n c e r n s  t h e  potential 

assignability of t h e  contracts. I n  t h e  r e c e n t  p a s t  t h e r e  h a v e  b e e n  indications 

f r o m  Raiibelt utilities tha t  certain Outside, p r i v a t e  i n v e s t o r - o w n e d  utilities 

are i n t e r e s t e d  in p u r c h a s i n g  A l a s k a  co-ops.

C o u l d  t h e s e  contracts b e  a s s i g n e d  to a n  i n v e s t o r - o w n e d  utility? If so. I w o u l d  

a r g u e  that potentially p r o v i d i n g  a  categorical e x e m p t i o n  f r o m  A P U C  r e v i e w  

to a  p r o f i t - m a k i n g  utility a n d  a l l o w i n g  t hat utility to p a s s  t h r o u g h  " w i t h o u t  

l i m i t a t i o n ... all costs" is i n a p p r o p r i a t e  state policy a d v e r s e  to c o n s u m e r  

interests.

"Excess" P a y m e n t s  R e q u i r e m e n t

S e c t i o n  2 9  of t h e  P o w e r  Sales A g r e e m e n t  ( p a g e s  2 8  - 2 9 )  r e q u i r e s  p a y m e n t s  

f r o m  Raiibelt c o n s u m e r s  "in e x c e s s  of actual d e b t  service r e q u i r e d  for 

r e t i r e m e n t  of B o n d s  i s s u e d  to p a y  R e c o v e r a b l e  C o n s t r u c t i o n  Costs." T h e s e  

p a y m e n t s  a r e  "in r e c o g n i t i o n  of efforts" to o b t a i n  a n  intertie project b e t w e e n  

F a i r b a n k s  a n d  t h e  K e n a i  P e n i n s u l a ,  b u t  a r e  n o t  c o n t i n g e n t  u p o n  t h e  s u c c e s s  

of s u c h  efforts. T h e s e  "excess" p a y m e n t s ,  w h i c h  a re to c o m m e n c e  u p o n  t he 

r e t i r e m e n t  of all b o n d s ,  a r e  to b e  m a d e  to t h e  A P A  for d e p o s i t  into t h e  

Raiibelt E n e r g y  F u n d .

A c c o r d i n g  to A P A  E x e c u t i v e  Director R o b e r t  L e R e s c h e ,  t h e  p a y m e n t s ,  w h i c h  

a re to b e  b a s e d  o n  t h e  a v e r a g e  a n n u a l  d e b t  s e rvice for t h e  project, will b e



a p p r o x i m a t e l y  $ 1 8  million p e r  y e a r  o v e r  th e  p e r i o d  b e t w e e n  y e a r  3 0  a n d  

y e a r  5 0  of the contracts for a  c u m u l a t i v e  total "excess" p a y m e n t  of 

a p p r o x i m a t e l y  $ 3 6 0  million in n o m i n a l  dollars. T h i s  simplified s c e n a r i o  

a s s u m e s  n o  a m e n d m e n t s  to t h e  c o n tracts tha t  c o u l d  either e x t e n d  t h e  life of 

t h e  contracts or i n c r e a s e  t h e  a m o u n t  of t h e  "excess" p a y m e n t s  a b o v e  that 

a m o u n t  c u r r e n t l y  d e s c r i b e d  in S e c t i o n  2 9. A n y  s u c h  a m e n d m e n t s ,  

irrespective of r e a s o n a b l e n e s s ,  w o u l d  b e  categorically e x e m p t e d  f r o m  A P U C  

r e v i e w  o r  a p p r o v a l  u n d e r  t h e  t e r m s  of H B  3 5 6  as i n t r o d u c e d .

F r o m  a  Raiibelt c o n s u m e r  perspective, e v e n  t h o u g h  t h e s e  "excess" p a y m e n t s  

are n o t  v e r y  sizable in d i s c o u n t e d  p r e s e n t  v a l u e  t e r m s ,  t h e  p a y m e n t s  are 

difficult to justify. N o t w i t h s t a n d i n g  t he p h r a s e  "in r e c o g n i t i o n  of efforts to 

o b t a i n "  t h e  intertie, t h e  p a y m e n t s  w o u l d  b e  for a n  essentially u n s p e c i f i e d  

p u r p o s e  -- or at least for a project w h i c h  h a s  n o t  b e e n  d e m o n s t r a t e d  as 

e c o n o m i c a l l y  feasible nor, I suggest, e v e n  likely to b e  r e l e v a n t  3 0  y e a r s  f r o m  

n o w .

M o r e o v e r ,  w h e n  o n e  c o n s i d e r s  t h e  p r e c e d e n t  e s t a b l i s h e d  b y  t h e  F o u r  D a m  

P o o l  "project" f i n a n c i n g  a r r a n g e m e n t s  ( w h i c h  p r o v i d e d  t hat essentially half 

of t h e  F o u r  D a m  P o o l  w a s  d e b t  f i n a n c e d  a n d  t h e  r e m a i n d e r  f u n d e d  w i t h  c a s h  

g r a n t s )  it a p p e a r s  that Raiibelt c o n s u m e r s  a r e  b e i n g  a s s e s s e d  a n  

e x t r a o r d i n a r y  c h a r g e  for essentially u n k n o w n  f u t u r e  p u r p o s e s .

It is m y  feeling that t h e  "excess" p a y m e n t  p r o v i s i o n  s h o u l d  b e  e l i m i n a t e d  

f r o m  t h e  w h o l e s a l e  contracts. For t u n a t e l y ,  it a p p e a r s  that S e c t i o n  29, w h i c h  

establishes t h e  e x c e s s  p a y m e n t  provision, c o u l d  b e  e l i m i n a t e d  w i t h o u t  

affecting o t h e r  e l e m e n t s  of t h e  w h o l e s a l e  p o w e r  contracts o r  t h e  

service s / w h e e l i n g  contracts.

I h a v e  a t t a c h e d  l a n g u a g e  w h i c h  w o u l d  m a k e  t h e  effective d a t e  of H B  3 5 6  

c o n t i n g e n t  u p o n  t h e  e l i m i n a t i o n  of this section.

P r e s e r v a t i o n .  o L A P U . C  R e v i e w  a n d  C o s t  Allocation luristiction

M y  f u n d a m e n t a l  c o n c e r n s  w i t h  H B  3 5 6  as i n t r o d u c e d  c e n t e r  o n  t h e  ability of 

t h e  A P U C  to p e r f o r m  its basic r e g u l a t o r y  f u n c t i o n s  a n d  s a f e g u a r d  c o n s u m e r  

interests. It is i m p o r t a n t  to clarify t h e  objective of t h e  bill. T h e  f u n d a m e n t a l  

objective, as I u n d e r s t a n d  it, is to e n s u r e  that B r a d l e y  L a k e  c a n  p r o c e e d  in a 

t i m e l y  m a n n e r .  It is not, as I u n d e r s t a n d  it, t h e  ob j e c t i v e  of this bill to 

legislatively d e r e g u l a t e  t h e  Raiibelt utilities.*

H o w e v e r ,  H B  3 5 6  g o e s  far b e y o n d  t h e  s c o p e  of t h e s e  b a sic ob j e c t i v e s  b y  

e l i m i n a t i n g  e v e n  t h e  r e v i e w  of a n y  a n d  all costs, w i t h o u t  limitation,



as s o ciated w i t h  a n y  u n d e r t a k i n g s  in c o n n e c t i o n  w i t h "  the m a n a g e m e n t ,  

o p e r a t i o n  or  a d m i n i s t r a t i o n  of t he B r a d l e y  L a k e  project a n d  th e  related 

services a n d  w h e e l i n g  a g r e e m e n t s .  A s  a  practical matter, t h e  effect of H B  

3 5 6  w o u l d  b e  to p u t  t h e  direct project w h o l e s a l e  p o w e r  costs, t h e  associated 

t r a n s m i s s i o n  a g r e e m e n t s ,  a n d  indirect a d m i n i s t r a t i v e  a n d  m a n a g e m e n t  costs, 

into a "black box". T h i s  w o u l d  s e v e r e l y  c o n s t r a i n  a n d  u n d e r m i n e  t h e  ability 

o f  t h e  A P U C  to m e a n i n g f u l l y  r e g u l a t e  the Raiibelt utilities.

I n  o r d e r  for B r a d l e y  L a k e  to p r o c e e d  this s u m m e r ,  it is a p p a r e n t  that t he 

A P U C  m u s t  b e  r e m o v e d  f r o m  t h e  initial a p p r o v a l  of t he p o w e r  sales 

contracts. ( E l i m ination of initial a p p r o v a l  will o b v i a t e  t h e  c o n c e r n  that 

project o p p o n e n t s  w o u l d  u s e  a  C o m m i s s i o n  p r o c e e d i n g  to d e l a y  t h e  project.) 

I n  o r d e r  to p r o v i d e  a s s u r a n c e s  to potential b o n d  h o l d e r s  t h a t  t h e  d e b t  for 

t h e  project will b e  r e c o v e r a b l e ,  it also a p p e a r s  t hat s o m e  sort of p r o v i s i o n  

p r o v i d i n g  a p a s s  t h o u g h  of p o w e r  costs to t h e  rates m a y  b e  a p p r o p r i a t e .

A t  this point, I feel it is m o s t  i m p o r t a n t  to f o c u s  o n  h o w  it w o u l d  b e  possible 

to p r e s e r v e  t h e  ability of  t he A P U C  to:

1) r e v i e w  a n d  a p p r o v e  n o n - p o w e r  costs (ie, o t h e r  t h a n  t h e  w h o l e s a l e  

p o w e r  costs w h i c h  w o u l d  directly f l o w  t h r o u g h  to rate payers); a n d

2) also b e  a b l e  to r e v i e w  a n d  a p p r o v e  as just a n d  r e a s o n a b l e  cost 

allocations as s o c i a t e d  w i t h  i m p l e m e n t a t i o n  of t h e  r e l ated "services" 

a n d  w h e e l i n g  contracts.

L a n g u a g e  w h i c h  a c c o m p l i s h e d  t h e s e  o b j e ctives w o u l d  satisfy t h e  basic 

p u r p o s e  of t h e  bill -- to g e t  t h e  project r e t a r t e d  this s u m m e r  a n d  c o m p l e t e d  

in t i m e  to issue tax e x e m p t  b o n d s  b y  1 9 9 1 .

B e c a u s e  t h e  r e v i e w  a n d  a p p r o v a l  of t h e  i m p l e m e n t a t i o n  of t h e  related 

"services" a n d  w h e e l i n g  co n t r a c t s  c o u l d  o n l y  c o m e  after t h e  project w a s  

c o m p l e t e d ,  m a i n t a i n i n g  this A P U C  a u t h o r i t y  w o u l d  n o t  conflict w i t h  t h e  

o b j e c t i v e  of getting t h e  project r e s t a r t e d  this s u m m e r .

It h a s  b e e n  s u g g e s t e d  t h a t  m a i n t a i n i n g  t h e  juristiction of t h e  A P U C  w o u l d ,  to 

s o m e  d e g r e e ,  c a r r y  a  "cost p r e m i u m "  in t h e  f o r m  of a n  i n c r e m e n t a l  interest 

c h a r g e  s o m e w h e r e  o n  t h e  o r d e r  of 3 / 8  to 1 / 2  of a  p e r c e n t a g e  point. In  t e r m s  

o f  i n c r e m e n t a l  costs, t h e  A P A  h a s  s u g g e s t e d  that this w o u l d  i n c r e a s e  d e b t  

s e rvice costs o n  t h e  b o n d s  b y  s e v e r a l  million dollars. T h i s  issue n e e d s  to b e  

e x p l o r e d  closely d u r i n g  t h e  c o m m i t t e e  h e a r i n g s  to d e t e r m i n e ,  as precisely as 

possible, w h a t  t he cost p r e m i u m  w o u l d  b e  for m a i n t e n a n c e  of t he A P U C ' s



r e g u l a t o r y  authority, limited to n o n - p o w e r  costs a n d  o n l y  after t he project 

w a s  c o m p l e t e d  a n d  operational.

O f  course, a n y  i n c r e m e n t a l  "cost" resulting f r o m  h i g h e r  interest c h a r g e s  m u s t  

b e  w e i g h e d  against t h e  potential s a v i n g s  to c o n s u m e r s  that w o u l d  result 

f r o m  A P U C  r e v i e w  a n d  a p p r o v a l  o v e r  potentially e x c e s s i v e  n o n - p o w e r  costs 

s u c h  as a d m i n i s t r a t i o n  salaries, c o n s u l t i n g  contracts, legal fees, l o b b y i n g  

contracts, etc.

F r o m  a  c o n s u m e r  p o i n t  of v i e w ,  it w o u l d  s e e m  that t he p r e s e n t  v a l u e  of 

t h e s e  i n c r e m e n t a l  costs —  to t h e  e x t e n t  tha t  t h e y  c a n  actually b e  d e t e r m i n e d  

to exist -- w o u l d  b e  offset in p a r t  b y  r e g u l a t o r y  cost controls in t h e  future. 

T a k e n  t o g e t h e r  w i t h  t h e  p r o p o s a l  to s a v e  Raiibelt c o n s u m e r s  t h e  cost of t h e  

"excess" c h a r g e s  as s u g g e s t e d  a b o v e ,  a m o d i f i e d  H B  3 5 6  as I h a v e  o u t l i n e d  

s h o u l d  c o m e  at n o  e x t r a  cost to t h e  c o n s u m e r  t h a n  w h a t  h a s  b e e n  p r o p o s e d .

It. w o u l d ,  h o w e v e r ,  still p r e s e r v e  t h e  ability of t h e  A P U C  to p e r f o r m  its 

essential r e g u l a t o r y  f u n c t i o n s  a n d  p r o tect c o n s u m e r  interests.

(* It should be noted that all of the utilities participating in the project already have the means to 
deregulate themselves. Co-op's can deregulate, with the consent of the membership. It is noteworthy 
that, in the case of the co-ops at least, consumers have not allowed their utilitity management to opr 
out. The Legislature should not enact a measure that essentially pre-empts this consumer 
prerogative.)

cc: H o u s e  J u d i c i a r y  C o m m i t t e e  m e m b e r s

R e p r e s e n t a t i v e  S w a c k h a m m e r



A t t a c h m e n t  1

Draft L a n g u a g e  to E l i m i n a t e  E x c e s s  P a y m e n t  R e q u i r e m e n t  

(conditional effective date)

S e c t i o n  T h i s  A c t  t a k e s  effect o n  t h e  d a t e  tha t  t h e  A l a s k a  P o w e r

A u t h o r i t y ,  as seller, a n d  t h e  C h u g a c h  Electric Association; G o l d e n  V a l l e y  

Electric Association; A n c h o r a g e  M u n i c i p a l  L i g h t  a n d  P o w e r ;  S e w a r d  Electric 

S y s t e m ;  A l a s k a  Electric G e n e r a t i o n  a n d  T r a n s m i s s i o n  C o o p e r a t i v e ;  H o m e r  

Electric Association; a n d  M a t a n u s k a  Electric Association, as p u r c h a s e r s ,  e n t e r  

into a n  a g r e e m e n t  to e l i m i n a t e  t h e  r e q u i r e m e n t  for p a y m e n t s  in e x c e s s  of 

actual d e b t  service r e q u i r e d  for r e t i r e m e n t  of b o n d s  for t h e  B r a d l e y  L a k e  

h y d r o e l e c t r i c  project as p r o v i d e d  for in t h e  " A g r e e m e n t  for t h e  Sale a n d  

P u r c h a s e  of  Electric P o w e r "  d a t e d ________________
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F e b r u a r y  2 ,  1 9 8 8

H o n o r a b l e  A l b e r t  P . Adam s 
C h a i rm a n , F in a n c e  C o m m it t e e  
H o u s e  o f  R e p r e s e n t a t i v e s  
A la s k a  S t a t e  L e g i s l a t u r e  
P .O .  B o x  V (MS 3 1 0 0 )
J u n e a u , AK 9 9 8 1 1

D e a r  M r . C h a i rm a n :
C h u g a c h  E l e c t r i c  A s s o c i a t i o n  s u p p o r t s  t h e  H o u s e  J u d i c i a r y  
C o m m it t e e  s u b s t i t u t e  f o r  H o u s e  B i l l  3 5 6 ,  w h ic h  w i l l  m ake i t  
p o s s i b l e  f o r  w o rk  t o  c o n t i n u e  o n  t h e  B r a d l e y  L a k e  h y d r o e l e c t r i c  
p r o j e c t  t h i s  y e a r .  We u n d e r s t a n d  t h a t  t h e  H o u s e  F in a n c e  
C o m m it t e e  w i l l  t a k e  u p  t h i s  b i l l  o n  F r i d a y ,  F e b r u a r y  5 ,  an d  we 
u r g e  y o u r  s u p p o r t  an d  t h a t  o f  o t h e r  F in a n c e  C o m m it t e e  m em bers  
f o r  e x p e d i t i o u s  a p p r o v a l  b y  y o u r  c o m m i t t e e .
C h u g a c h , o n e  o f  t h e  s i x  R a i i b e l t  e l e c t r i c  u t i l i t i e s  t h a t  a r e  
s i g n a t o r i e s  t o  t h e  B r a d l e y  L a k e  p o w e r  s a l e s  a g r e e m e n t  an d  t o  tw o  
i n t e r r e l a t e d  t r a n s m i s s i o n  a g r e e m e n t s ,  w i l l  b e  t h e  l a r g e s t  
p u r c h a s e r  o f  p o w e r  f r o m  t h e  p r o j e c t .  We a r e  c o m m i t t e d  t o  t h e  
B r a d l e y  L a k e  p r o j e c t  b e c a u s e  i t  i s  i n  t h e  l o n g  t e rm  b e s t  i n t e r e s t  
o f  o u r  6 2 , 0 0 0  r e t a i l  c o n s u m e r s  an d  t h o s e  s e r v e d  b y  u t i l i t i e s  t o  
whom C h u g a c h  i s  a  w h o l e s a l e  p o w e r  s u p p l i e r .  O v e r a l l ,  o u r  
m em be r -ow n ed  c o o p e r a t i v e  p r o v i d e s  e l e c t r i c i t y  t o  n e a r l y  h a l f  t h e  
r e s i d e n t s  o f  o u r  s t a t e .
A l t h o u g h  C h u g a c h  s u p p o r t e d  H .B .  3 5 6  a s  i t  w a s  i n t r o d u c e d  b y  t h e  
G o v e r n o r  on  J a n u a r y  1 3 ,  we a r e  a g r e e a b l e  t o  t h e  c h a n g e s  m ade b y  
t h e  J u d i c i a r y  C o m m it t e e  l a s t  w e e k . T h o s e  am en dm en ts  a r e  t h e  
p r o d u c t  o f  t h r e e  d a y s  o f  h e a r i n g s  an d  r e l a t e d  m e e t in g s  
p a r t i c i p a t e d  i n  b y  C h u g a c h , o t h e r  R a i i b e l t  u t i l i t i e s ,  t h e  APUC , 
t h e  A l a s k a  P ow e r  A u t h o r i t y ,  l e g i s l a t o r s ,  t h e i r  s t a f f s  a n d  o t h e r  
p a r t i e s .
I t  i s  im p o r t a n t ,  h o w e v e r , t h a t  t h e  J u d i c i a r y  C o m m it t e e  s u b s t i t u t e  
f o r  H .B .  3 5 6  b e  a c c o m p a n ie d  b y  a  l e g i s l a t i v e  l e t t e r  o f  i n t e n t  
c l a r i f y i n g  t h a t  t h e  w o r d , " v a l i d a t e d , "  a t  t h e  b e g in n in g  o f  
S e c t i o n  2 ( d )  r e f e r s  t o  a u t h o r i t y  b y  APUC o v e r  c o s t  e l e m e n t s  i n  a  
t r a n s m i s s i o n  w h e e l i n g - r a t e  f o r m u l a ,  a n d  n o t  t h e  f o r m u l a  i t s e l f .  
T h i s  w as a c k n o w le d g e d  b y  b o t h  u t i l i t y  a n d  APUC w i t n e s s e s  d u r i n g  
l a s t  w e e k 's  J u d i c i a r y  C o m m it t e e  h e a r i n g s .  C h u g a c h  h a s  s u p p o r t e d ,  
an d  c o n t i n u e s  t o  s u p p o r t ,  t h e  a u t h o r i t y  o f  t h e  APUC t o  a p p r o v e  o r
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m o d i f y  t h e  c o s t  v a r i a b l e s  w h ic h  c o m p r i s e  t h e  f o r m u l a  u s e d  t o  
e s t a b l i s h  w h e e l i n g  r a t e s  i n  t h e  B r a d l e y  L a k e  a g r e e m e n t  f o r  u s e  o f  
C h u g a c h ' s  K e n a i  P e n i n s u l a  t r a n s m i s s i o n  l i n e .

A g a in ,  t h e  B r a d l e y  L a k e  p o w e r  s a l e s  a g r e e m e n t  an d  t h e  tw o  
r e l a t e d  t r a n s m i s s i o n  a g r e e m e n t s  a r e  i n t e r l o c k i n g .  T h e  J u d i c i a r y  
C o m m it t e e  s u b s t i t u t e  f o r  H .B .  3 5 6  r e c o g n i z e s  t h i s .  We h o p e  t h e  
H o u s e  F in a n c e  C o m m it t e e  m ov es  t h e  J u d i c i a r y  C o m m it t e e  s u b s t i t u t e  
an d  t h e  a b o v e  r e f e r e n c e d  l e t t e r  o f  i n t e n t  w i t h o u t  d e l a y ,  s o  t h e  
B r a d l e y  L a k e  p r o j e c t  c a n  p r o c e e d .  T h e  j o b s  a s s o c i a t e d  w i t h  f u l l  
B r a d l e y  L a k e  c o n s t r u c t i o n  a r e  n e e d e d  t h i s  y e a r !

F e e l  f r e e  t o  c o n t a c t  me o r  L a r r y  M a r k l e y ,  o u r  G o v e rn m en t A f f a i r s  
M a n a g e r , i f  we c a n  p r o v i d e  a d d i t i o n a l  i n f o r m a t i o n .  T h i s  i s  a  
v e r y  im p o r t a n t  i s s u e  t o  C h u g a c h .
S i n c e r e l y ,

IN C .

D a v id  L .  H ig h e r s  
A c t i n g  G e n e r a l  M an a g e r
L T R S 2 2 8 8



Q O L D E N  V A L L E Y  ELECTRIC A S S O C I A T I O N  INC. BOX 1249, Fairbanks Alaska 99707-1248, PtlMa 907-452-1151

February 1 ,1 9 8 8

The Honorable M ike Davis 
A laska S ta te  House  
P .O . Box V 
Juneau, A laska 99801

RE ; Jud iciary  C om m ittee  Chairm an Substitu te  (o r  H B -35 8  

D ear Represen ta tive Davis;

I would app rec ia te  your supporting th e  Jud ic ia ry  c jom m lttee  Chairm an Substitu te  fo r  H B - 
35G exempting B rad ley  and re la ted  transm ission ajnd se rv ice  ig reem en ts from  the A PU C  
ju risd iction  when the bill com es to  H ouse Finance^ Th is b ill (s In the best in terest o f  the 
members and custom ers o f  a l l R a iib e lt e le c tr ic  u tilitie s .
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UTILITY CONSUMER GROUP 
OBJECTS TO BILL TAKING APUC 
OFF BRADLEY LAKE PROJECT

The Al aska Consumer Advocacy Program (ACAP) today released a 

letter of objection sent to Governor Steve Cowper, Neil Davis - 

Chairman of the APA and the House Judiciary Committee regarding 

the introduction of House Bill NO. 356. The bill, whose prime 

sponsor is Governor Cowper, mould remove review and approval 

authority by the Alaska Public Utilities Commission over the 

wholesale power agreements between the Alaska Power Authority and 

the Raiibelt utilities relating to Bradley Lake and also over any 

future APA projects.

ACAP, a statewide consumer advocacy group objects to this 

bill because it removes a check and balance on the c o n s u m e r’s 

right to least cost electricity.

cci Governor Steve Cowper
Representative John Sund Chairman, House Judiciary Committee 
Dr. Neil Davis Chairman, Alaska Power Authority Board

A Project of lh« Aluka Public Inltrcit H w.’rch Croup



Representative John Sund 
Chairman, House Judiciary Committee

J a n u a r y  2 0 ,  1988

Dear Chairman Sund and House Judiciary Committee:

The Alaska Consumer Advisory Program (ACAP), a utility 
consumer advocacy group, objects to House Bill No. 356, 
introduced at the request of Governor Cowper, because it will 
adversely affect the rights of consumers in the Raiibelt to have 
electricity costs accurately reflected in their electric bills. 
This bill exempts all costs pertaining to wholesale power 
contracts between the Bradley Lake Hydroelectric Project and the 
Alaska Power Authority plus any fjjiucfi APA projects from either 
review or approval by the Alaska Public Utilities Commission. 
This bill goes far beyond the original stated intent of the 
legislation. From the c o n s u m e r s’ perspective, exempting all
projects in which the APA is involved from APUC review, including 
those projects which interrelate with public utilities, is
setting a reckless precedence.

In the recent State BUQGEI AQDBESS. Governor Cowper referred 
to his a d m i n i s t r a t i o n’s and legislators’ efforts to exempt 
Bradley Lake from the A P U C’s review process as a removal of
"unnecessary government review". ACAP argues that this review 
process is a key ingredient to ensuring that consumers receive 
the least-cost electricity possible.

ACAP points out that there are three types of studies which 
are associated with projects such as Bradley Lake. The first 
type of study determines whether the project is feasible from an 
engineering perspective. The second type determines the 
financial/economic viability of the project. The third type of
study evaluates the costs of the project and determines the
effect on c o n s u m e r s’ utility bills - it analyzes whether they are
fair and just. Each of these studies employs distinct types of 
analysis anJ measures different outcomes.

The feasibility and financial/economic analyses have been 
completed and reviewed by the proper agencies. The analysis of 
the impact on c o n s u m e r s’ utility bills (to be completed by all 
participating utilities) and the terms of the wholesale power 
contracts (signed only two months ago) have not had any 
imeaciial expert evaluation or review. H.B. No. 356 will deny
this review process. This review process is currently mandated
by Alaska Statutes and the task is completed by the APUC. The 
APUC's duties include ensuring that all regulated utilities' 
rates, either demanded or received shall be fair, just and 
reasonable and based on actual, reasonable costs.

ACAP believes that this legislation bypasses the consumer's 
only meaningful check on his/her electric bills. For example, if
H.B. No. 356 is passed, the Bradley Lake contracts stipulate that



each participatng utility shall be able to charge rates 
sufficient to meet their debt service and all other costs or 
expense obligations deemed applicable, including any subsequent 
amendments over the 50 year life of the contracts, uithout any 
review or approval by the APUC. ACAP is concerned that uithout 
proper oversight, a tendency to insert excessive or improper 
costs into this "inviolable" project may develop among utilities.

Current ACAP estimates for Municipal Light and P o w e r’s and 
Chugach Electric A s s o c i a t i o n’s levelized Bradley Lake cost 
obligations is $5 million and 5.9 million per year, respectively, 
for a fifty year time period. ACAP believes that it is in both 
the con sumer s’ and g o v e r n m e n t s’ best interest to keep the APUC in 
the review process, especially when dealing with a $350 million 
project. A "No" vote on H.B. 356 does not curtail Bradley Lake. 
It only allows this project to be impartially reviewed just like 
any other power source while keeping the APA within the review 
p r o c e s s .

S i n c e r e l y ,

Jol.n D. Hines 
Staff Economist
Alaska Consumer Advocacy Program
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S t a t e  o f  A l a s k a

OFFICE OF THE G O V E R N O R

J u n e a u

J a n u a r y  1 3 ,  1 9 8 8

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  

S p e a k e r  o f  t h e  H o u s e  

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

P . O .  B o x  V  

J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  C o n ­

s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a  b i l l  r e l a t i n g  t o  t h e  a u t h o r i ­

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

n e c t i o n  w i t h  c e r t a i n  a c t i v i t i e s  o f  t h e  A l a s k a  P o w e r  A u t h o r i ­

t y  ( A P A )  a n d  i n  c o n n e c t i o n  w i t h  c a l c u l a t i n g  p o w e r  c o s t  

e q u a l i z a t i o n .

A s  y o u  k n o w ,  l a s t  s e s s i o n  I  v e t o e d  H C S  C S S S S B  2 2 ( F i n )  o n  

t h i s  s u b j e c t .  H o w e v e r ,  a s  s t a t e d  i n  m y  J u n e  1 5 ,  1 9 8 7  v e t o  

m e s s a g e  ( 1 9 8 7  S e n a t e  J o u r n a l ,  p .  1 7 3 1 ) ,  m y  r e a s o n  f o r  v e t o ­

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

r e m o v e  A P U C  r e g u l a t i o n  o v e r  s o m e  6 7  s m a l l  p u b l i c  u t i l i t i e s  

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

T h e  a t t a c h e d  b i l l  d e l e t e s  t h a t  s e c t i o n .  S e c t i o n  5  o f  H C S  

C S S S S B  2 2 ( F i n ) , w h i c h  w o u l d  h a v e  r e m o v e d  f r o m  t h e  A P U C ' s  

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

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

p u b l i c  u t i l i t y ,  h a s  a l s o  b e e n  d e l e t e d ,  S e c t i o n  1  o f  t h e  

a t t a c h e d  b i l l  p r o v i d e s  a n  e x e m p t i o n  f r o m  s u c h  A P U C  r e v i e w  

a n d  a p p r o v a l  f o r  t h e  B r a d l e y  L a k e  p r o j e c t .

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

t h e  v e t o e d  b i l l .  F i r s t ,  t h e  b i l l  p r o p o s e s  t o  a m e n d  

A S  4 2 . 0 5 . 4 3 1  a n d  4 2 . 0 5 . 5 1 1  t o  a l l o w  t h e  A P A  t o  c o n t r a c t  w i t h  

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

c i e n t  r a t e s  t o  c o v e r  t h e  A P A * s  b o n d  o b l i g a t i o n s  r e g a r d i n g  

t h e  B r a d l e y  L a k e  p r o j e c t .  S e c o n d ,  t h e s e  s a m e  a m e n d m e n t s  

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

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

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

w h e e l i n g  a n d  r e l a t e d  s e r v i c e s  b e t w e e n  B r a d l e y  L a k e  p o w e r  

p u r c h a s e r s  a n d  C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  I n c . ,  a n d  a n  

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

B r a d l e y  L a k e  p o w e r  p u r c h a s e r s  a n d  H o m e r  E l e c t r i c  A s s o ­

c i a t i o n ,  I n c .9 •
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F i n a l l y ,  l i k e  H C S  C S S S S B  2 2 ( F i n ) , t h e  a t t a c h e d  b i l l  i n c l u d e s  

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

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

T h e  B r a d l e y  L a k e  p r o j e c t  h a s  b e e n  t h e  s u b j e c t  o f  e x t e n s i v e  

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

g o v e r n m e n t .  T h e  s t a t e  h a s  a p p r o v e d  t h e  B r a d l e y  L a k e  p r o j e c t  

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

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

n a n c i n g  o f  t h e  p r o j e c t  f e a s i
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1 IN T H E  H O U S E  R E Q U E S T  OF  T H E  G O V E R N O R

2 H O U S E  B I L L  NO. 356

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

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

5 A  B I L L

6 F o r  a n  Act entitled: " A n  Act r e l a t i n g  to the a u t h o r i t y  of the A l a s k a

7 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  in  c o n n e c t i o n  w i t h  cer-

8 t a i n  a c t i v i t i e s  of the A l a s k a  P o w e r  A u t h o r i t y  a n d  in

9 c o n n e c t i o n  w i t h  c a l c u l a t i n g  p o w e r  cost e q u a l i z a t i o n ;

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

11 BE IT E N A C T E D  BY  T H E  L E G I S L A T U R E  O F  T HE S T A T E  OF  ALASKA:

12 * S e c t i o n  1. A S  4 2 . 0 5 . 4 3 1  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to

13 read:

14 (c) N o t w i t h s t a n d i n g  (b) of this section,

15 (1) a w h o l e s a l e  a g r e e m e n t  for the s a l e  of  p o w e r  f r o m  a

16 p r o j e c t  l i c e n s e d  by  the F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  o n  or

17 b e f o r e  J a n u a r y  1, 1987, e n t e r e d  into b e t w e e n  t he A l a s k a  P o w e r  A u t h o r i -

18 ty and one or more o t h e r  p u b l i c  u t i l i t i e s  a f t e r  O c t o b e r  31, 1987 an d

19 b e f o r e  J a n u a r y  1, 1988, a n d  r e l a t e d  c o n t r a c t s  f o r  the w h e e l i n g ,  stor-

20 a g e « rege n e r a t i o n ,  or w h o l e s a l e  r e p u r c h a s e  of p o w e r  p u r c h a s e d  u n d e r

21 s u c h  an  agreement, and a ny s u b s e q u e n t  a m e n d m e n t s  to tie w h o l e s a l e

22 a g r e e m e n t  or r e l a t e d  contract, are n ot s u b ject to r e v i e w  o r  a p p r o v a l

23 b y  the commission; and

24 (2) a w h o l e s a l e  a g r e e m e n t  or r e l a t e d  c o n t r a c t  d e s c r i b e d  in

25 (1) of this s u b s e c t i o n  m a y  c o n t a i n  a c o v e n a n t  f o r  the p u b l i c  u t i l i t y

26 to establish, charge, a n d  collect rates s u f f i c i e n t  to m e e t  its o b l i g a -

27 tions u n d e r  the contract; s u c h  a c o v e n a n t  is v a l i d  a n d  e n f o r c e a b l e .

28 * Sec. 2. AS  4 2 . 0 5 . 5 1 1  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

29 (d) All costs i n c u r r e d  by a u t i l i t y  in c o n n e c t i o n  w i t h  a
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1 w h o l e s a l e  a g r e e m e n t  o r  c o n t r a c t  d e s c r i b e d  in A S  4 2 . 0 5 . 4 3 1 ( c ) ( 1 ) ,

2 i n c l uding, w i t h o u t  l i m i t a t i o n ,  p o w e r  a n d  o t h e r  costs i n c u r r e d  u n d e r

3 s u c h  a n  a g r e e m e n t  or  c o n t r a c t ,  mus t  be a l l o w e d  in the r a tes c h a r g e d  b y

4 the utility.

5 * Sec. 3. AS  4 4 . 8 3 . 0 9 0 ( b )  is a m e n d e d  to read:

6 (b) T he a u t h o r i t y  is n o t  s u b j e c t  to the j u r i s d i c t i o n  of  the

7 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 .  N o t h i n g  in  this c h a p t e r  [AS 44.-

8 8 3 . 0 1 0  - 4 4 . 8 3 . 4 2 5 ]  g r a n t s  the a u t h o r i t y  any j u r i s d i c t i o n  o v e r  the

9 s e r v i c e s  or  rates of a n y  p u b l i c  u t i l i t y  or d i m i n i s h e s  o r  o t h e r w i s e

10 a l t e r s  the j u r i s d i c t i o n  of t he 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  w i t h

11 r e s p e c t  to a ny p u b l i c  u t i l i t y ,  i n c l u d i n g  any right the c o m m i s s i o n  m a y

12 h a v e  to r e v i e w  a n d  a p p r o v e  or d i s a p p r o v e  co n t r a c t s  for t he p u r c h a s e  of

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

14 c o n t r a c t s  d e s c r i b e d  in AS  4 2 . 0 5 . 4 3 1 ( c ) ( 1 ) .

15 * Sec. 4. AS 4 4 . 8 3 . 1 6 2  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

16 (p) In  c a l c u l a t i n g  p o w e r  cost e q u a l i z a t i o n ,  the c o m m i s s i o n  m a y

17 not c o n s i d e r  v a l i d a t e d  costs or k i l o w a t t - h o u r  sales a s s o c i a t e d  w i t h  a

13 U n i t e d  States D e p a r t m e n t  of D e f e n s e  facility.

19 * Sec. 5. Thi s  Ac t  is r e t r o a c t i v e  to N o v e m b e r  1, 1987.

20 * Sec. 6. Thi s  Act takes effe c t  i m m e d i a t e l y  u n d e r  AS  0 1 . 1 0 . 0 7 0 ( c ) .
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