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CS FOR SENATE BILL NO. 124( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - FIRST SESSION

BY
O ffe red :
R e fe r re d :

Sponsors): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL 

FOR AN ACT ENTITLED 

"An Act establishing a task force to advise the legislature concerning the 

reduction and elimination of the Alaska Energy authority; and providing for an 

effective date."

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

5 * Section 1. ENERGY TASK FORCE CREATED, (a) The Alaska Energy Task Force
6 is created. The purpose of the task force is to develop a plan to reduce, and ultimately
7 eliminate, the role of the Alaska Energy Authority in providing direct services for energy
8 projects and replace the services provided by the authority with services provided through
9 contracts with entities in the private sector, including regional utilities, and by directing other

10 state agencies to provide those services. The task force shall explore and include in the plan
11 ways in which the state may transfer ownership and responsibility for operation and
12 maintenance of the facilities owned by the authority to utilities served by those facilities.
13 (b) The task force shall prepare and submit to the legislature by December 31, 1993,
14 a plan to implement the reduction or elimination of the authority by March 31, 1994. The

-1-
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task force may identify legislation necessary to implement its recommendations. It is the 
intent of the legislature that the plan should be used in preparing the fiscal year 1995 
operating budget.

(c) The task force consists of nine members selected as follows:
(1) the speaker of the house of representatives or the speaker’s designee;
(2) the president of the senate or the president’s designee;
(3) one member of the house of representatives and one member of the senate, 

selected by the appropriate presiding officer;
(4) the commissioner of co.-merce and economic development;
(5) the commissioner of community and regional affairs;
(6) three persons current!') holding management positions with eh 'trie public 

utilities in the state;
(A) one of these members, to be appointed by the commissioner of

community and regional affairs, shall be selected from an electric utility with fewer
than 1,000 consumers;

(B) one of these members, to be appointed by the members of the task 
force who are members of the senate, shall be selected from an electric utility located 
north of the Alaska Range that has more than 20,000 consumers;

(C) one of these members, to be selected by the members of the task 
force who are members of the house of representatives, shall be selected from an 
electric utility iOcated south of the Alaska Range that has more than 20,000 consumers.

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

WORK DRAFT WORK DRAFT WORK DRAFT |
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r e v o lv i n g  l o a n  f u n d  ( A S  4 4 . 8 3 . 3 6 1  -  4 4 . 8 3 . 3 6 3 )  a r e  r e p e a l e d  s i n c e  t h e i r  p u r p o s e s



b e c o m e  c o n s o l i d a t e d  i n  t h e  n e w  e n e r g y  p r o j e c t  l o a n  a c c o u n t .  T h e  e le c t r i c a l  s e r v i c e  
e x t e n s i o n  f u n d  ( A S  4 4 . 8 3 . 3 7 0 )  a 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  f u n d  ( A S  4 4 . 8 3 . 1 6 2 )  

w o u ld  s t i l l  r e m a i n  s e p a r a t e  f u n d s .

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

s o u r c e  o f  f i n a n c i n g  f o r  e n e r g y  p r o j e c t s  a n d  o t h e r  p r o g r a m s ,  i n c lu d i n g  c o n s t r u c t i o n  o f  
e l e c t r i c a l  t r a n s m i s s i o n  i n t e r t i e s  f r o m  A n c h o r a g e  t o  t h e  K e n a i  P e n i n s u la  a n d  f r o m  H e a ly  
t o  F a i r b a n k s .  I t  i s  a n t i c i p a t e d  t h a t  i n  t h e  f u t u r e  t h e  e n e r g y  a u t h o r i t y  r e v o lv i n g  f u n d  w i l l  
a l l o w  f o r  f u n d i n g  a n d  f i n a n c i n g  o f  e n e r g y  p r o j e c t s  s u c h  a s  i n t e r t i e s  f o r  t h e  C o p p e r  V a l l e y  

r e g i o n  a n d  S o u t h e a s t  A la s k a .  T h e  f u n d  f u r t h e r  a l l o w s  a n d  p l a n s  f o r  p o w e r  c o s t  
e q u a l i z a t i o n  ( P C E )  m o n e y  t o  b e  a p p r o p r i a t e d  f r o m  t h e  f u n d  s o  t h a t  b y  t h e  y e a r  2 0 C 1  n o  
a p p r o p r i a t i o n s  w i l l  b e  n e c e s s a r y  f r o m  t h e  g e n e r a l  f u n d  t o  s u s t a i n  P C E  a t  t h e  l e v e l  o f  $ 1 7  

m i l l i o n  p e r  y e a r  t h r o u g h  t h e  y e a r  2 0 1 3 .

i t  i s  t h e  i n t e n t  o f  t h i s  le g i s l a t i o n  t h a t  t h e  a u t h o r i t y  m a n a g e  t h e  r e v o lv i n g  f u n d  i n  s u c h  a  
m a n n e r  a s  t o  a l l o w  t h e  le g i s l a t u r e  t o  a p p r o p r i a t e  f r o m  t h e  f u n d  f o r  P C E  $ 2 , 4 2 9 , 0 0 0  i n  

f i s c a l  y e a r  1 9 9 5 ,  $ 4 , 8 5 7 , 0 0 0  i n  f i s c a l  y e a r  1 9 9 6 ,  $ 7 , 2 8 6 , 0 0 0  i n  f i s c a l  y e a r  1 9 9 7 ,  
$ 9 , 7 1 4 , 0 0 0  i n  f i s c a l  y e a r  1 9 9 8 ,  $ 1 2 , 1 4 3 , 0 0 0  i n  f i s c a l  y e a r  1 9 9 9 ,  $ 1 4 , 5 7 1 , 0 0 0  i n  f s c a l  
y e a r  2 0 0 0 ,  a n d  $ 1 7 , 0 0 0 , 0 0 0  i n  f i s c a l  y e a r s  2 0 0 1  t h r o u g h  2 0 1 3 ,  w h i le  a l l o w i n g  t h e  
a u t h o r i t y  t o  p r o v i d e ,  f r o m  t h e  r e v o lv i n g  f u n d ,  a  n o - i n t e r e s t  l o a n  o f  $ 9 0 , 0 0 0 , 0 0 0  f o r  r a i l  b e l t  

i n t e r t i e s ,  a n d  n o - i n t e r e s t  l o a n s  o f  $ 4 0 , 0 0 0 , 0 0 0  e a c h  f o r  i n t e r t i e s  o r  o t h e r  e n e r g y  p r o j e c t s  
i n  t h e  C o p p e r  V a l le y  r e g i o n  a n d  S o u t h e a s t  A la s k a .  F o r  i n t e r t i e s  t h a t  m e e t  t h e  c r i t e r i a  o f  

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

a u t h o r i t y  t o  i s s u e  l o a n s  u p  t o  a  5 0 - y e a r  t e r m  a t  n o  i n t e r e s t .

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

The Honorable Rick Halford

February 19, 1993
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Date of Committee Acdon:sHlL_2xl_?\0

H O U S E  C O M M I T T E E  R E P O R T

( 1 1 )  * 1 * A '  (
Date Referred: May 7, 1993 FURTHER REFERRALS:

The FINANCE Committee considered: . CSSB 126(RLS) am(efd fid)

CSSB 126(RLS) AM(EFD FLD) APPROP: POWER TRANSivCSSION INTERTIES
"An Act making appropriations for grants and loans for hydroelectric projects including power transmission 
interties, to capitalize certain funds for energy grant and loan programs in the state, including the power cost 
equalization and rural electric capitalization fund, to the Department of Community and Regional Affairs for 
operating costs related to power projects and programs and to capitalize the Railbeft^energy fund." 

RECOMMENDATIONS: . _  the same title
be replaced with________ r \  4  tS  C^Tj SCS \ Ce C S D ) I ] a new title
[ ] have attached amendments(s)
[ ] do pass
[ ] do not pass
£ 4  no recommendations
[ ] individual recommendations
[ ] additional referral to the________________________________ Committee

ADOPTS:_________________________letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dept) APPROVES PREVIOUS: (PlfUDm)

[ ] fiscal impact__________________________ [ ] fiscal note(s)___________________
[ ] zero fiscal note________________________ [ ] zero fiscal note(s)

CHAIRMAN'S SIGNATURE

SIGNING DO PASS OTHER RECOMMENDATIONS
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Alaska Village Electric Cooperative, Inc,

■J831 Eagle Slreet 
Anchorcge. Alaska 99503-7497 
(907) 561-1818 
(907) -561-2388 FAX

March 16, 1993

Larry MarJdey 
302 C Assembly Building 
211 4th. Street 
Juneau, Alaska 99801

By FAX: 463-3611

Lariy,
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Post-tt™ brand fax Iransmillal memo 7671 *°<p»g»« ►
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Our current Capital Projects "wish list" for our 49 villages'tolals over S50 ruillion. Of these 
projects, our tie lines category wish list currently total’s some SIS million in projects. 
Obviously, we have to prioritize.

*  j 4 •
Our top priority in the category of tie lines is the Stebbins to SL Michael line, a distance of 
ten miles. These two communities are connected by a road. Our estimate tor total 
construction costs for this project are:

Construct ten miles of 12.5kY three phase line..................... 51,000,000
Increase the capacity of SL Michael’s generating pliant
and retire the Stebbins’ generating plant.  ...................... 3250,000

Total project cost estimate $1,250,000

We have requested funding from the Alaska Energy Authority on this project in the past. 
They have indicated they would support funding for this project. Wliat we propose is a 
marching grant basis, where 75% is funded by a state grant and 25% is funded by AVEC.

If you require further information on our tie line projects, please ad' iso.

Sincerely

Charles Y. Walls 
General Manager

cc: Ron Garzini, AEA



Alaska Village Electric Cooperative, Inc.

-831 Eagle Slreef 
Anchorage. Alcska 99503-7*197 
(907) 561-1818 
(907) 561-2388 FAX

March 8, 1993 
93-M-66E

Mr. Larry Markley 
302 C Assembly Building 
211 4th Street 
Juneau, AK 99801

Re: St. Michael - Stebbins Tieline and St. Michael Generation Plant Upgrade

Dear Lanry:

In addition to the projects listed on the 1993-1994 Work Plan there is also an additional 
project that may be of significant importance. That project involves construction of an 
interconnecting three-phase powerline between St. Michael and Stebbins, a distance of 
apprc mately 10 miles and the upgrading of the generation plant at St. Michael in order to 
adequately serve the additional load of Stebbins.

A funding request for the majority of the cost of this project was originally listed on the AEA's 
fiscal year 1994 budget request, but was later removed due to a desire to trim the overall 
request and also due to the lack of an elaborate study clearly setting forth all of the 
advantages of the proposed intertie. Currently it is understood that the intent is to complete 
a study in fiscal year 1994 and then go back with a request in fiscal year 1995 to fund 
construction. There is a general feeling that the request for actual construction funding should 
be submitted now. A little background information may or may not make this request a little 
dearer.

In the mid 1980's a new high school was constructed in Stebbins. Within a couple years of 
completion the school burned to the ground. Plans were made to replace the school and it 
was proposed to construct a school facility on the scale of the schools built in Anchorage. The 
estimates for the electrical demand for the new school approached 400 KW.



Alaska Village Electric Cooperative appealed to the Alaska Energy Authority to fund additional 
generating capacity for the new school and also proposed that St. Michael be served via a 
tieline. By including St. Michael, overall operating efficiency would improve and the AEA had 
discretionary funds tor energy-efficiency projects.

The Bureau of Indian Affairs was also constructing an interconnecting road between St. 
Michael and Stebbins whic* would substantially reduce the cost of constructing and 
maintaining a powerline betw an the two communities assuming that right-of-way along the 
road could be obtained.

There had also been rumors from the time that the Stebbins power plant had been 
constructed that it would some day have to be moved from its present location near the 
Stebbins airport. A tieline would in many ways simplify this relocation.

In any event, the AEA provided AVEC with a grant for 3195,000 to install two 250 KW 
generator sets and control gear which would allow two new units to run in parallel in addition 
to a third existing unit for a total potential output of approximately 700 KW.

Throughout this time period, AVEC appealed to the Bering Straits School District to reconsider 
their original plans of an all-electric kitchen including hot water booster heater(s).

The -School District never did advise AVEC that they had decided to replace all of the 
electrically-heated kitchen equipment with propane-fueled equipment, but when the school 
came on line the peak demand was 134 KW instead of the originally estimated 300-400 KW, 
and the peak demand for the entire village of Stebbins was 233 KW instead of the originally 
estimated 400-500 KW. Consequently, either one of the 250 KW generating units could be 
run in a stand-alone configuration at a relatively high-generating efficiency and adequately 
service the village.

So everything was going well except for the nagging rumors that the Stebbins power plant 
might have to be relocated. Otherwise, there was now adequate generating capacity at 
Stebbins to serve both Stebbins and St. Michael (peak demand of 233 and 162 respectively 
for a total of 395 KW). The road was completed between Stebbins and St. Michael and the 
AEA was requesting funding for the tieline.

Then the AEA dropped the funding requesv for the tieline and relatively soon after the D.O.T. 
finally put into writing (copy attached) their desire to have the Stebbins Power Plant relocated.

Now, if the Stebbins plant must be relocated, instead of sen/ing St. Michael from Stebbins it 
may be more feasible to serve Stebbins from St. Michael, although this would now require 
relocating all of the generation equipment in Stebbins to St. Michael. The only other drawback 
which would affect both of the current plant site locations is the lack of adequate space for 
the consolidation of all of the fuel tanks from both Stebbins and St. Michael necessary to 
store an adequate fuel supply for power generation for both communities. St. Michael does 
have an advantage in the form of an established fuel distributor, one of the few locations

2



having a workable truck haul facility and adequate commercial storage. However, the 
delivered cost of fuel has been known to skyrocket when tied into a sole source of this type.

The foregoing information may have muddied the waters more than it cleared it, but in any 
event, we feel that the St. Michael-Stebbins tieline makes as much or more economic sense 
than the railbelt interties, and is worthy of being funded.

Sincerely yours,

Mark E. Teitzel 
Assistant General Manager

ME i/am

att.

3
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DIVISION O F  L E G A L  S E R V I C E S

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

(907) 465-3867 o r 465-2450
FAX (907) 465-2029 130 Sew arF  r  .eel, Suite 409
M ail S top 3101 Juneau, A la  k a  99801-2105

M E M O  R A N D U M May 8, 1993

SUBJECT:

TO:

FROM:

Sectional Summary of CSSB 126 (Rules) am (efd fid). (Appro­
priations for hydroelectric projects, to capitalize energy grant 
and loan programs and funds)

Representative Ramona Barnes 
Speaker of the House of Representatives

Teresa B. Cramer 
Legislative Counsel

You have requested a sectional summary of the above-described bill. As a 
preliminary matter, note that a sectional summary of a bill is not considered an 
authoritative interpretation of the bill. The bill itself is the best statement of its 
contents.

Section 1 appropriates $43,200,000 from the Railbelt intertie reserve for a grant to 
Golden Valley Electric Association for construction of the Healy-Fairbanks intertie. 
Subsections (b) and (c) set out conditions that must be met before the grant can be 
made.

Sec. 2 appropriates $46,800,000 from the Railbelt intertie reserve for a grant to 
Chugach Electric Association for construction of the Anchorage-Kenai Peninsula 
intertie. Subsections (b) and (c) set out conditions that must be me* before the grant 
can be made.

Sec. 3 appropriates the balance in the Railbelt intertie reserve to the Railbelt energy 
fund.

Sec. 4 appropriates $35,000,000 from the Railbelt energy fund to the power project 
fund in the department of Community and Regional Affairs for a loan for the 
Sutton-Glennallen intertie. Subsection (b) directs that repayments of the loan be 
made to the Railbelt energy fund. Subsections (c) and (d) set out conditions that 
must be met before the loan can be made.



Sec. 5 appropriates $20,000,000 from the Railbelt energy fund to the power project 
fund in the Department of Community and Regional Affairs for a loan for the Swan 
Lake-Tyee Jxike power transmission intertie. Subsection (b) directs that repayments 
of the loan be made to the Railbelt energy fund. Subsection (c) sets out conditions 
that must be met before the loan can be made.

Sec. 6 appropriates $3,900,000 for the operating costs Community and Regional 
Affairs will have with its new responsibilities for power projects.

Sec. 7 reappropriates the unexpended and unobligated amounts of appropriations for 
the Bradley Lake hydroelectric project to the Railbelt energy fund.

Sec. 8 appropriates money from the general fund to the Railbelt energy fund and 
from the Railbelt energy fund to the power cost equalization and rural electric 
capitalization fund.

Sec. 9 appropriates $5,000,000 for a grant for the hydroelectric power project on the 
Tazimina River and for the associated distribution system.

Sec. 10 transfers the balances in various funds of the Alaska Energy Authority to the 
Department of Community and Regional Affairs to reflect the transfer of the 
activities financed by those funds from AEA to DCRA.

Sec. 11 appropriates $3,000,000 for a grant for the electric transmission line from 
Seward to the Lawing substation.

Sec. 12 appropriates the revenue stream from the portion of the former power 
development revolving loan funu that is to be deposited in the Southeast energy fund 
as a grant for expenses related to the Swan Lake-Tyee Lake power transmission 
intertie.

Sec. 13 appropriates $ 126,600 from federal receipts to DCRA for federally authorized 
energy programs and projects.

Sec. 14 appropriates to DCRA the retained money held by AEA that is related to 
programs transferred to the department.

Sec. IS states that the bill takes effect only if the companion bill, making the 
substantive changes necessary to support this appropriation bill, is enacted.

s. Representative Ramona Barnes < a
May 8, 1993
Page 2
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AM ENDM ENT  TO CURRENT VERS ION  OF SB 126 BY FOSTER

Insert a new section 15.

The sum of $750,000 is appropriated from the general fund to the 
Department of Community and Regional Affairs for payment as a 
grant under AS 37.05.316 to the Alaska Village Electric Cooperative 
for the consolidation of the St. Michael and Stebbins generation 
plants and the design and construction of an electrical intertie 
between St. Michael and Stebbins.

Renumber existing section 15 to 16.
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AJaska Village Electric Cooperative, Inc.

4831 Eagle Street 
Archorage. Alaska 99603-7497 
(907) 561-1818 
(907) 561-2388 fAX

March 16, 1993

Larry MarJciey 
302 C Assembly Building 
211 4th Street 
Juneau, Alaska 99801

By FAX: 463-3611

Larry,

Post-tt™ brand fax IransmillaJ r.iam o 7571 » « < >
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Our current Capital Projects "wish list" for our 49 villages totals over $50 million. Of these 
projects, our tie lines category wish list currently total's some $18 million in projects. 
Obviously, we have to prioritize-

. s * •
Our top priority in the category of tie lines is the Stebbins to SL Michael line, a distance of 
ten miles. These two communities arc connected by a road. Our estimate tor total 
construction costs for this project are:

Construct ten miles of 12.5ky three phase line  ............$1,000,000
Increase the capacity of SL Michael’s generating piant
and retire the Stebbins'. generating plant. •-....................... $250,000

Total project cost estimate $1,250,000

We have requested funding from the Alaska Energy Authority on this project in the past. 
They have indicated they would support funding for this project. What wc propose is a 
marching grant basis, where 75 % is funded by a state grant and 25 % is funded by AVEC.

I f you require further information on our tie line projects, please advise.

SIncerels

Charles Y. Wa’Is 
General Manager

cc: Ron Garzini, AEA



Alaska Village Electric Cooperative, Inc.

4831 Eagle Slreer 
Anchcrcge. Alcska 99503-7497 
(907) 561-1818 
(907) 561-2388 FAX

March 8, 1993 
93-M-66E

Mr. Larry Markley 
302 C Assembly Building 
211 4th Street 
Juneau, AK 99801

Re: St. Michael - Stebbins Tieline and St. Michael Generation Plant Upgrade

Dear Larry:

In addition to the projects listed on the 1993-1994 Work Plan there is also an additional 
project that may be of significant importance. That project involves construction of an 
interconnecting three-phase powerline between St. Michael and Stebbins, a distance of 
approximately 10 miles and the upgrading of the generation plant at St. Michael in order to 
adequately serve the additional load of Stebbins.

A funding request for the majority of the cost of this project was originally listed on the AEA's 
fiscal year 1994 budget request, but was later removed due to a desire to trim the. overall 
request and also due to the lack of an elaborate study clearly setting forth all of the 
advantages of the propo. ad intertie. Currently it is understood that the intent is to complete 
a study in fiscal year 1994 and then go back with a request in fiscal year 1995 to fund 
construction. There is a general feeling that the request for actual construction funding should 
be submitted now. A little background information may or may not make this request a little 
dearer.

In the mid 1980's a new high school was constructed in Stebbins. Within a couple years of 
completion the school burned to the ground. Plans were made to replace the school and it 
was proposed to construct a school facility on the scale of the schools built in Anchorage. The 
estimates for the electrical demand for the new school approached 400 KW.

1
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Alaska Village Electric Cooperative appealed to the Alaska Energy Authority to fund additional 
generating capacity for the new school and also proposed that St. Michael be served via a 
tieline. By including St. Michael, overall operating efficiency would improve and the AEA had 
discretionary funds for energy-efficiency projects.

jureau of Indian Affairs was also constructing an interconnecting road between St. 
Mi.nael and Stebbins which would substantially reduce the cost of constructing and 
maintaining a poweriine between the two communities assuming that right-of-way along the 
road could be obtained.

There had also been rumors from the time that the Stebbins power plant had been 
constructed that it would some day have to be moved from its present location near the 
Stebbins airport. A tieline would in many ways simplify this relocation.

In any event, the AEA provided AVEC with a grant for 5195,000 to install two 250 KW 
generator sets and control gear which would allow two new units to run in parallel in addition 
to a third existing unit for a total potential output of approximately 700 KW.

Throughout this time period, AVEC appealed to the Bering Straits School District to reconsider 
their original plans of an all-electric kitchen including hot water booster heater{s).

The -School District never did advise AVEC that they had decided to replace all of the 
electrically-heated kitchen equipment with propane-fueled equipment, but when the school 
came on line the peak demand was 134 KW instead of the originally estimated 300-400 KW, 
and the peak demand for the entire village of Stebbins was 233 KW instead of the originally 
estimated 400-500 KW. Consequently, either one of the 250 KW generating units could be 
run in a stand-alone configuration at a relatively high-generating efficiency and adequately 
service the village.

So everything was going well except for the nagging rumors that the Stebbins power plant 
might have to be relocated. Otherwise, there was now adequate generating capacity at 
Stebbins to serve both Stebbins and St. Michael (peak demand of 233 and 162 respectively 
for a total of 395 KW). The road was completed between Stebbins and St. Michael and the 
AEA was requesting funding for the tieline.

Then the AEA dropped the funding request for the tieline and relatively soon after the D.O.T. 
finally put into writing (copy attached) their desire to have the Stebbins Power Plant relocated.

Now, if the Stebbins plant must be relocated, instead of serving St. Michael from Stebbins it 
may be more feasible to serve Stebbins from St. Michael, although this would now require 
relocating all of the generation equipment in Stebbins to St. Michael. The only other drawback 
which would affect both of the current plant site locations is the lack of adequate space for 
the consolidation of all of the fuel tanks from both Stebbins and St. Michael necessary to 
store an adequate fuel supply for power generation for both communities. St. Michael does 
have an advantage in the form of an established fuel distributor, one of the few locations

2
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having a workable truck haul facility ana adequate commercial storage. However, the 
delivered cost of fuel has been known to skyrocket when tied into a sole source of this type.

The foregoing information may have muddied the waters more than it cleared it, but in any 
event, we feel that the St. Michael-Stebbins tieline makes as much or more economic sense 
than the railbelt interties, and is worthy of being funded.

Sincerely yours,

Mark E. Teitzel 
Assistant General Manager

ME i/am

att.
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S E N A T T  r I N A N C E  C O M M I T T E E  R T ' O R T

DATE: 1/19/93 FURTHER:

Date of 5-Day Notice: DATE TURNED / ,
(in accordance with Uniform Rule 23) i n t o  OFFICE: ) o '

The Finance Committee considered SB 126

"An Act making special appropriations for design and construction of power transmission interties 
between Anchorage and the Kenai Peninsula, between Healy and Fairbanks, and between the 
Swan Lake and Tyee Lake hydroelectric projects; and providing for an effective date."

and recommends:
[ R e p l a c e  with CS
or [ ] adopt previous CS
[ ] attaches amendment(s)

[ ] adopts

.(FINANCE)

1  )

[ ] further referral to the ___

do pass 
[ ] do not pass 
( ] no recommendation 
[ j individual recommendations
NEW FISCAL NOTES

Department

Letter of Intent

Date Zero Fiscal
PREVIOUS FISCAL NOTES

Department Date

[ j^same title 
[ “"I new title 
f ] technical 
title change 
(HB only)

Zero Fiscal
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Appropnation No Fiscal Note
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SB 126
4/9/93 w o rk d r a f t  8-LS0649\B

AMENDMENT #1

page 2, line 29-30 d e l e t e  

[section 8]
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AMENDMENT #2 4/15/93

CONCEPTUAL AMENDMENT

S e c t i o n  ^  The sum of $2,100,000 is appropriated from the 
Power Development Revolving Loan Fund to Alaska Energy Revolving 
Fund and is allocated for the fol lowing purposes in the amounts 
l is ted:

A PPRO PR IA T IO N

(1) Operation, Techn ica l and 
Emergency Assistance

(2) Electrical System Life, Health 
and Safety Improvements

(3) Rural Utility Reg iona l izat ion , 
Consol idat ion & Business 
Mgmt Training

AMOUNT

$1,100,000.00

$730,000.00

$270,000.00

S e c t i o n  The sum of $4,300,000.00 is appropriated from the
General Fund to Alaska Energy Revolving Fund and is allocated for 
the fol lowing purposes in the amounts listed:

A PPROPR IA T ION

(1) Rural Power Systems Upgrade

(2) Snet t isham Acquis it ion

(3) Emergency Bulk Fuel 
Repa irs/Prevent ion

(4) Statewide Electric and Power 
Project Deve lopment

(5) Bulk Fuel System Upgrades

(6) Alternative and Applied 
Energy Technology Development

AMOUNT

-£7-50,000700 o o O

$50,000.00

$500,000.00

$250,000.00

$ 2 ,0 0 0 ,0 0 0 .0 0

$ 5 0 0 t̂ « U ) 0  0 0 0

( 7 )  King C o v e  Hyd roe l e c t r i c  P ro je c t



PAGE 2 AMENDMENT  #2 cont . 4/15/93
SB 126
4/9/93 CONCEPTUAL  AMENDMENT
w o r k d r a f t
8-LS0649\B

S e c t i o n  ^  The Alaska Energy Authority Revolving Loan Fund is
authorized to receive and expend $2,000,000.00 in program receipts
from non-state sources for statewide energy project deve lopment .

S e c t i o n  The Alaska Energy Authority Revolving Loan Fund is
authorized to receive and expend $5,000,000 in program receipts
from non-state or trustee held funds for renewal and replacement 
funds at authority owned facil it ies.

Renumber the fol lowing sections accordingly.
Effective date should be the same as the effective establishing 
the Alaska Energy Revolving Fund.
Conform the title
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CS FOR SENATE BILL NO. 126( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - FIRST SESSION

BY
Offered:
Referred:

Sponsor(s): SENATORS SHARP, Taylor, Miller

A BILL 

FOR AN ACT ENTITLED 

"An Act making special appropriations to fund the energy authority revolving 

fund and for design and construction of power transmission interties between 

Anchorage and the Kenai Peninsula, between Heaiy and Fairbanks, between the 

Swan Lake and Tyee Lake hydroelectric projects, and between Sutton and 

Glennallen; and providing for an effective date."

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

* Section 1. The balance in the Railbelt interne reserve (sec. 159, ch. 208, SLA. 1990) on 
June 30, 1993, is appropriated from the Railbelt intertie reserve to the energy authority 
revolving fund (AS 44.83.107) to capitalize the fund.

* Sec. 2. The sum of 590,000,000 is appropriated from the energy authority revolving fund 
(AS 44.83.107) to the Alaska Energy Authority for design and construction of a powei 
transmission intertie of at least 138 kilovolts between Healy and Fairbanks and for design and 
construction of a power transmission intertie of at least 138 kilovolts between Anchorage and

-I*
New T e x t  U n d e r l i n e d  (DELETED TEXT BRACKETED]
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* Sec. 3. The sum of 535,000,000 is appropriated from the energy authority revolving fund 
to the Alaska Energy Authority for the design and construction of a power transmission 
intertie of at least 115 kilovolts between the Tyee Lake and Swan Lake hydroelectric projects.

* Sec. 4. The sum of $27,500,000 is appropriated from the energy authority revolving fund 
to the Alaska Energy Authority for the design and construction of a power transmission 
intertie of at least 138 kilovolts between Sutton and Glennallen.

* Sec. 5. The balance in the Railbelt energy fund (AS 37.0x520) on June 30, 1993, is 
appropriated to the energy authority revolving fund (AS 44.83.107) to capitalize the fund.

* Sec. 6. (a) The unexpended and unobligated balance of the appropriation made in sec. 3, 
ch. 128, SLA 1986, page 8, line 7, as amended by sec. 1, ch. 96, SLA 1987 (Alaska Power 
Authority, Bradley Lake power project - $50,000,000) is repealed and reappropriated to the 
energy authority revolving fund (AS 44.83.107) to capitalize the fund.

(b) The unexpended and unobligated balance of the appropriation made in sec. 6, 
ch. 172, SLA 1988 (Bradley Lake power project - $7,000,000) is repealed and reappropriated 
to the energy authority revolving fund (AS 44.83.107) to capitalize the fund.

* Sec. 7. (a) All right, title, and interest in loans described in (b) of this section as of 
June 30, 1993, and all right, title, and interest in all mortgages, notes, power sales agreements, 
reserves, and other instruments of security made in connection ’with those loans as of June 30, 
1993, are transferred and appropriated to the Alaska Energy Authority to capitalize the energy 
authority revolving fund (AS 44.83.107).

(b) This section transfers and appropriates
(1) power project fund loans made under former AS 44.83.170;
(2) rural electrification revolving loan fund loans made under former

AS 44.83.361 - 44.83.363;
(3) power development revolving loan fund loans made under former 

AS 44.83.500 - 44.83.530; and
(4) bulk fuel loan fund loans made under former AS 44.83.600 - 44.83.650.

* Sec. 8. The sum of $9,300,000 is appropriated from the general fund to the energy
authority revolving fund (AS 44.821.107) to capitalize the fund.

* Sec. 9. The appropriations made by secs. 2 - 4 of this Act are for capital projects and

WORK DRAFT WORK DRAFT WORK DRAFT

the Kenai Peninsula.

CSSB 126( ) -2-
New Texc  U n d e r l i n e d  (DELETED TEXT BRACKETED]



* Sec. 10. The appropriations made by secs. 1 and 5 - 8 of this Act are for capitalization 
of a fund and do not lapse under AS 37.25.010.

* Sec. 11. Section 2 of this Act takes effect on the effective date of an Act enacted by the 
Eighteenth Alaska State Legislature that authorizes the Alaska Energy Authority to design and 
construct power transmission interties between Healy and Fairbanks and between the Kenai 
Peninsula and Anchorage.

* Sec. 12. Section 3 of this Act takes effect on the effective date of an Act enacted by the 
Eighteenth Alaska State Legislature that authorizes the Alaska Energy Authority to design and 
construct a power transmission intertie between the Tyee Lake and Swan Lake hydroelectric 
projects.

* Sec. 13. Section 4 of this Act takes effect on the effective date of an Act enacted by the 
Eighteenth Alaska State Legislature that authorizes the Alaska Energy Authority to design and 
construct a power transmission interne between Sutton and Glennallen.

* Sec. 14. Sections 1 and 5 - 8 of this Act take effect July 1, 1993, but only if a bill 
establishing the energy authority revolving fund is enacted into law on or before that date.

WORK DRAFT WORK DRAFT WORK DRAFT

lapse under AS 37.25.020.

-3-
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A l a s k a  ilatc  ̂ legislature

SENATOR
BERT SHARP

DISTRICT P

CHAIRMAN
TRANSPORTATION COMMITTEE 

MEMBER

FINANCE COMMITTEE 
LEGISLATIVE BUDGET S AUDIT COMMITTEE 

HEALTH & SOCIAL SERVICES

SECTION 1. Appropriates the ba lance of the Railbelt intertie 
reserve on 6-30-93 to the energy authority revolving fund. This 
consists of $100 mil l ion plus interest of approximately $18.9 
m i l l i o n .

SECTION 2. Appropriates $90 mil l ion from the energy authority 
revolving fund to the Alaska Energy Authority for design and 
construction of a transmission intertie between Healy and Fairbanks 
and for a transmission intertie between Anchorage and the Kenai 
Pen insu la .

SECTION 3. Appropriates $20 mil l ion from the energy
authority revolving fund to the Alaska Energy Authority for design 
and construction of a transmission intertie between Tyee Lake and 
Swan Lake hydroelectric projects.

SECTION 4. Appropriates $35 mill ion from the energy authority 
revolving fund to the Alaska Energy Authority for design and 
construction of a transmission intertie between Sutton and 
G lenna l len .

SECTION 5. Appropriates the balance of the Railbelt energy
fund to the energy authority revolving fund. This amount is
approximate ly $2.5 mi l l ion.

SECTION 6. Appropriates the money left from construction of
the Bradley Lake hydroelectric project to the energy authority 
revolving fund. This amount is approximately $11 mill ion.

REPRESENTING 
GOLDEN HEART 

OF ALASKA

' v £»■-'f  T  y  STATE CAPITOL. ROOM 514
0 JUNEAU. ALASKA 99801-1182

OENALI BANK BUILDING 
119 N. CUSHMAN. SUITE 201 
FAIRBANKS. ALASKA 99701 

(907)452-7885/7886
SESSION AODRESS

F A IR B A N K S

denote

SECTIONAL ANALYSIS 
SB - 126 
4/13/93

(907) 465-3004/4921



SECTION 7. Appropriates the right, title and interest in all 
receivables on loans or power sales agreements and reserves of the 
energy authority to the energy authority revolving fund. The largest 
of these items is the 4-dam pool power sales agreement.

SECTION 8. Appropriates an amount from the general fund
required to complete the capital ization of the energy authority 
revolving fund.

SECT ION 9-14. Provide for lapse condit ions and effective dates.



SB 126 AMENDMENT #5 4/15/93
4/9/93
workd ra f t  CONCEPTUAL AMENDMENT
8-LS0649\B

S e c t i o n  The sum of $5,000,000.00 is appropriated from the
General Fund to Alaska Energy Revolving Fund for INNEC Tazamina 
Hydroelectric project and area interties.

Renumber the fol lowing sections accordingly.
Effective date should be the same as the effective establishing 
the Alaska Energy Revolving Fund.
Conform the title
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A L A S K A  S T A T E  L E G I S L A T U R E
LEG ISLATIVE BUDGET AND AU D IT COMMITTEE

Division of Legislative Finance

P.O. Box 113200 
Juneau, AK 99811-3200 

(907) 465-3795 
FAX (907) 463-4? ,5

Memorandum

March 1, 1993

TO: Senator Bert Sharp

FROM: Nancy J. Shrgl)^ 
Fiscal Analyst

RE: Railbelt Energy and Intertie Reserve Fund Balances

The following is the balance of the Railbelt Funds as of 2/26/93:

Railbelt Energy Fund 
Railbelt Intertie Reserve

$2,565,500
116,530,663

The Intertie Reserve is accumulating approximately $400,000 per month in investment 
earnings. This would add another $2,400,000 for the remainder of FY93. Our projected 
balance for the two funds on June 30, 1993 is estimated at $121,500,000.

If you need any further clarification, please let me know.



A l a s k a  B t n t z  ̂ legislature

S E N A T O RBERT SHARP OENAU BANK BUILDING 
119 N. CUSHMAN, SUITE 201 
FAIRBANKS, ALASKA 99701 

(907) 452-780S/7886

FA IR B A N K S

DISTRICT P

CHAIRMAN
TRANSPORTATION COMMITTEE SESSION ADDRESS

STATE CAPITOL. ROOM 514 
JUNEAU, ALASKA 99801-1182 

(907)465-3004/4921

MEMBER
FINANCE COMMITTEE 

LEGISLATIVE BUDGET & AUDIT COMMITTEE 
HEALTH & SOCIAL SERVICES

Bcnnfc
MEMORANDUM

DATE: April 13, 1993

TO: All leg is lators

FROM: Senator Bert Sharp

SUBJECT: Proposed Energy Plan

After analysis of many alternatives, I be l ieve this combinat ion 
offers the most posit ives to address interties, long-term PCE pol icy 
and a revolving loan fund for future projects that offer economic 
energy alternatives.

I strongly urge your support of this package.

The proposed draft substitutes for SB 106 and SB 126 would do the 
fo l low ing :

* Provide a $90 mill ion grant for the Railbelt interties
* Provide a total of $55 mill ion in 3% - 50 year loans to be

allocated to Swan-Tyee Lake and Sutton-Glennal len 
in t e r t i e s

* Provide $17 mill ion annually for the PCE program with GF
appropriations ending approximately year 2000

* Authorize construction of each of the interties subject to
utilities agreeing to assume completion risk and cost 
overruns. The Sutton-Glennal len intertie is further 
condit ioned upon approval by OMB of the feasibility 
study.

* M inimum statutory changes required.
* All expenditures from the new AEA account will be subject

to legislat ive appropr iation.

REPRESENTING 
GOLDEN HEART 

OF ALASKA



* Provides a 4-dam pool account (50% of the 4-dam pool 
revenues) to support 4-dam pool projects.

The funding sources used to capital ize the fund to accompl ish the 
items l isted above:

Railbelt Energy Fund $ 2,565,500
Rai lbelt Intertie Reserve Fund 100,000,000
Interest on Rblt Int. Reserve 18,930,663
Bradley Lake Surplus 11,000,000
Addit ional State Contr ibution 9.303.837

$141,800,000

Revenues used to complete the funding for this compromise approach 
in c lude ;

Revolv ing Fund Investment Income 
Col lect ions on Existing Loans 
Intertie State Loan Repayments 
Debt Service from 4-Dam Pool 
Appropriation - PCE  Grants 
Appropriation - PCE  Administration

Enc losed is a spreadsheet which projects the revenues and expenses 
to the combined fund which would be created by this work draft for 
SB 106. Please keep in mind, however, as you look at this 
spreadsheet that all expenditures beyond the capital appropriations 
for the interties contained in the work draft for SB 126 would 
require appropriations by the legislature. This approach does not 
guarantee that these expenditures, and it creates the political 
presumption that this is how those funds will be used.



A l a s k a  j»tate ^legislature

DISTRICT P

SE N A T O RBERT SHARP

CHAIRMAN
TRANSPORTATION COMMITTEE

MEMBER
FINANCE COMMITTEE 

LEGISLATIVE BUDGET & AUDIT COMMITTEE 
HEALTH & SOCIAL SERVICES

Jennie

SECTION ANALYSIS 

CS  SB - 106

DENALI BANK BUILDING 
119N.CUSHMAN.SUITE 201 
FAIRBANKS. ALASKA 99701 

(907) 452-7885/7886
SESSION ADDRESS

STATE CAPITOL. ROOM 514 
JUNEAU. ALASKA 99801-1182 

(907) 465-3004/4921

FAIRBANKS

3/3/93

SECT ION  1. Amends AS 36.30.850(b) to include the requirement that 
a contract between Alaska Energy Authority (AEA) and publ ic 
utilities for the construction of a intertie can only occur if the 
utility has agreed, in writing, to pay any additional costs over the 
agreed upon project cost, and operation and maintenance costs of the 
pro jec t .

SECT ION  2. Authorizes the AEA to design and construct a 138 
kilovolt power transmission intertie between Anchorage and the 
Kenai Peninsula at a cost of $103,000,000.

SECT ION  3. Authorizes the AEA to design and construct a 138 
kilovolt power transmission intertie between Healy and Fairbanks, 
at a cost of $95,500,000.

SECT ION  4. (a) Authorizes the Alaska Energy Authority to design 
and construct a 138 kilovolt power transmission intertie between 
Swan Lake and Tyee Lake hydroelectric projects, at a cost of 
$55,600,000,

(b) It is the intent of the Legislature that the Alaska 
Energy Authority finance the design and construction of the Swan 
Lake and Tyee Lake intertie through the sale of revenues bonds which 
are to be repaid from revenue from the sale of power from the 
hydroelectric projects included in the Four Dam Pool.

r e p r e s e n t in g  
GOLDEN HEART 

'TT OF ALASKA



(c) This is contingent upon a written agreement between the 
utilities invo lved in the project and AEA providing the utilities 
agree to pay the design and construction cost not to exceed 
$27,800,000, and also the operation and maintenance costs of the 
intertie pro ject .

(d) This project is contingent on OMB's recommending 
approval of the feasibil ity study and the plan of f inance for the 
p ro je c t

SECT ION  5. The authorizations made by secs. 2 and 3 of the Act are 
contingent upon written agreements between the AEA and the 
participating utilities, providing the participating util ities agree to 
cover the the design and construction costs exceeding $99,250,000; 
and the total operation and maintenance costs of the interties.

SECT ION  6. Under AS 01.10.070(c), this Act takes effect 
im m ed ia te ly .



S E C T IO N  ANALYS IS

SB - 106

SECT ION  1. AS 44.83.185(c) contingent upon sec .4 of this Act, 
authorizes the Alaska Energy Authority to design and construct a 
138 kilovolt power transmission intertie with the capabil ity of 
being upgraded to 230 kilovolts, between Anchorage and the Kenai
Peninsula at a cost of $84,100,000.

SECT ION  2. AS 44.83.185(c) contingent upon sec. 4 of this Act, 
authorizes the Alaska Energy Authority to design and construct a 
138 kilovolt power transmission intertie with the capabil ity of
being upgraded to 230 kilovolts, between Healy and Fairbanks, at a
cost of $77,600.00.

SECT ION  3. (a) AS 44.83.185.(c), authorizes the Alaska Energy 
Authority to design and construct a 138 kilovolt power transmission 
intertie between Swan Lake and Tyee Lake hydroelectric projects, at 
a cost of $55,600,000.

SECT ION  3. (b) It is the intent of the Legislature that the Alaska 
Energy Authority shal l f inance the design and construction of the 
intertie authorized in (a) of this section through the sale of 
revenues bonds which are to be repaid from revenue from the sale of 
power from the hydroelectric projects inc luded in the Four D\m Pool.

SECT ION  4. The authorizations made by secs. 1 and 2 of the Act are 
contingent upon written agreement between the Alaska Energy 
Authority and the participating electr ic util ities, providing the 
participating utilities agree to pay 50 percent of the design and 
construction costs; and the total operation and maintenance costs of 
the power transmission interties author ized by this Act.

SECT ION  5. Under AS 01.10.070(c), this Act takes effect 
immed ia te ly .
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CS FOR SENATE BILL NO. 126( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - FIRST SESSION

BY
Offered:
Referred:
Funding Information: General Fund $

Other Funds -0*S
Sponsor(s): SENATORS SHARP, Taylor, Miller

A BILL 

FOR AN ACT ENTITLED 

"An Act making special appropriations for design and construction of power 

transmission interties between Anchorage and the Kenai Peninsula, between Healy 

and Fairbanks, and between the Swan Lake and Tyee Lake hydroelectric projects; 

and providing for an effective date."

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

* Section 1. The sum of $99,250,000 and the interest earned on that sum beginning on the 
effective date or this Act is appropriated from the general fund, Railbelt intertie reserve 
(sec. 159, ch. 208, SLA 1990), to the Alaska Energy Authority for design and construction 
of a 138 kilovolt power transmission intertie between Anchorage and the Kenai Peninsula and 
for design and construction of a 138 kilovolt power transmission intertie between Healy and 
Fairbanks.

* Sec. 2. The sum of $9,000,000 is appropriated from the power development revolving 
loan fund (AS 44.83.500(a)) to the Alaska Energy Authority for the design and construction 
of a 138 kilovolt power transmission intertie between the Swan Lake and the Tyee Lake

-1- C S S B  126( )
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]
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hydroelectric projects.
* Sec. 3. The appropriations made by this Act are for capital projects and lapse under 

AS 37.25.020.
* Sec. 4. This Act takes effect on the effective date of an Act enacted by the Eighteenth 

Alaska State Legislature that authorizes the Alaska Energy Authority to design and construct 
power transmission internes between Anchorage and the Kenai Peninsula, between Healy and 
Fairbanks, and between the Swan Lake and the Tyee Lake hydroelectric projects.

WORK DRAFT WORK DRAFT WORK DRAFT
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A l a s k a  Slate legislature

DISTRICT P

S E N A TO RBERT SHARP

CHAIRMAN
TRANSPORTATION COMMITTEE

MEMBER
FINANCE COMMITTEE 

LEGISLATIVE BUDGET & AUOIT COMMITTEE 
HEALTH & SOCIAL SERVICES

denote

DENALI BANK BUILOING 
119 N. CUSHMAN. SUITE 201 
FAIRBANKS, ALASKA 99701 

(907) 452-7885/7886
SESSION ADDRESS

STATE CAPITOL. ROOM 514 
JUNEAU, ALASKA 99801 -1182 

(907)465-3004/4921

F A IR B A N K S

MEMORANDUM

DATE: April 13, 1993

TO: All leg is lators

FROM: Senator Bert Sharp

SUBJECT: Proposed Energy Plan

After analysis of many alternatives, I be l ieve this combinat ion 
offers the most posit ives to address interties, long-term PCE policy 
and a revolving loan fund for future projects that offer economic 
energy alternatives.

I strongly urge your support of this package.

The proposed draft substitutes for SB 106 and SB 126 would do the 
fo l low ing :

* Provide a $90 mill ion grant for the Railbelt interties
* Provide a total of $55 million in 3% - 50 year loans to be

al located to Swan-Tyee Lake and Sutton-Glennal len 
i n t e r t i e s

* Provide $17 mill ion annually for the PCE program with GF
appropriations ending approximately year 2000

* Authorize construction of each of the interties subject to
utilities agreeing to assume completion risk and cost 
overruns. The Sutton-Glennal len intertie is further 
condit ioned upon approval by OMB of the feasibility 
study.

* Min imum statutory changes required.
’ All expenditures from the new AEA account will be subject 

to legis lat ive appropriation.

REPRESENTING 
GOLDEN HEART 

OF ALASKA



* Provides a 4-dam pool account (50% of the 4-dam pool 
revenues) to support 4-dam pool projects.

The funding sources used to capital ize the fund to accompl ish the 
items l isted above:

Railbelt Energy Fund 
Rai lbelt Intertie Reserve Fund 
Interest on Rblt Int. Reserve 
Bradley l ake Surplus 
Addit ional State Contr ibution

Revenues used to complete the funding for this compromise approach 
inc lude;

Revolv ing Fund Investment Income 
Co llect ions on Existing Loans 
Intertie State Loan Repayments 
Debt Serv ice from 4-Dam Pool 
Appropriation - i C E  Grants 
Appropriation - PCE  Administration

Enclosed is a spreadsheet which projects the revenues and expenses 
to the combined fund which would be created by this work draft for 
SB 106. Please keep in mind, however, as you look at this 
spreadsheet that all expenditures beyond the capital appropriations 
for the interties contained in the work draft for SB 126 would 
require appropriations by the legislature. This approach does lot 
guarantee that these expenditures, and it creates the political 
presumption that this is how those funds will be used.

$ 2,565,500
1 0 0,000,000 

18,930,663 
1 1,000,000

 9.303,837
$141,800,000
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SECTIONAL ANALYSIS

CS  SB - 126

3/3/93

SECT ION  1. $99,250,000.00 is appropriated from the Railbelt 
intertie reserve to the Alaska Energy Authority for the design and 
construction of a 138 kilovolt power transmission intcrlie between 
Anchorage/Kenai Peninsula, and Healy/Fairbanks.

SECT ION  2. $9,000,000,000 is appropriated from the power 
deve lopment revolving loan fund to the AEA for the design and 
construct ion of a 138 kilovolt power transmission intertie between 
Swan Lake and the Tyee Lake hydroelectric project.

S ECT ION  3. Funds lapse under AS 37.25.020, when the project is 
comp le te .

S ECT ION  4. The appropriation takes effect only when SB 106 passes 
the legislature and authorizes the des ign and construction of 
interties between Anch./Kenai, Healy/Fbks, and Swan/Tyee Lake.



S E C T IO N A L  ANALYS IS

SB - 126

SECT ION  1. $80,850,000.00 is appropriated from the Railbelt 
intertie reserve to the Alaska Energy Authority for the design and 
construction of a 138 kilovolt power transmission intertie between 
Anchorage/Kenai Peninsula, and Healy/Fairbanks.

SECT ION  2. $9,000,000,000 is appropriated from the general fund to 
the AEA for the design and construction of a 138 kilovolt power 
transmission intertie between Swan Lake and the Tyee Lake 
hydroe lectr ic project.

SECT ION  3. Funds lapse under AS 37.25.020

SECT ION  4. The appropriation takes effect only when SB 106 passes 
the legislature and authorizes the design and construction of 
interties between Anch./Kenai, Healy/Fbks, and Swan/Tyee Lake.
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ALASKA ENERGY AUTHORITY(All Dollars In Thousands) PJQti 1 0(2 
HWVpr-90

6/30/93

Revenue
Revolving Fund Investm ent Incom e 
C ollections on E xisting Loans 
Debt Service from  4-Dam Pool 
Appropriation -  F L Z  

Appropriation - PCE Admin.
Tota l

E xpend itu re
R ailbelt In tertie  Grant 
Tyee-Swan In terlie  G rant 
Copper V alley IntertJe G rant 
O ther C apital P ro jects/ Program s 
PCE O utlay
Rural Technical Assistance 

Tota l
S u rp lu s  (S hortage )

AEA Revolving Fund Balance
1994 1995 1SS6 1997 1998 1999 2000 2001 2002 2003

-<

$161,926 $173,344 $178,428 $121,470 $82,033 $88,164 $92,385 $94,160 $96,090 $98,120

10.635 12.144 13,001 13232 9,110 6.152 6,812 6,929 7.062 7,207
2.413 2.413 2,271 2244 2,234 2,181 2,130 1.956 1237 1,801

10,396 10,667 10.909 11,156 11.405 11.584 11,766 11232 12.064 12121
17,000 14,571 12.143 9.714 72«e 4,857 2,429 0 0 0

182 190 199 207 217 2Z7 237 0 0 0
.3.626 39.986 30522 86.553 30,252 25.001 23.174 22JS17 21203 21.259

1,000 9D00 14,400 65,600 0 0 0 0 0 0 —

500 500 1200 3,600 29200 0 0 0 0 0 1
500 1200 3,600 21,700 u 0 0 0 0 CO10 0 0 D 0 0 0 0 0 0 CO

CO
517,000 $17,000 $17,000 $17,000 $17,000 $17,000 $17200 $17,000 $17,000 $17,000

7,EDO 1560 1.638 1.712 1.789 1.869 1.953 2.041 2.133 2229 —a
20.500 . . . “ .sea 35.438 91.612 69.689 16.869 18,953 13 041 1B.13S 10,229

CO

5 20.(20 5 <1410 $ 3284 ($54.95®) ($39,437) $ 6,132 $ 4220 $ 1.77B S 1SS0 $ 2.030
$*•CO

R e v o l v i n g  F u n d  B e g i n n i n g  B a l a n c e
Railbelt En e rg y  Fu n d  
Railbelt Intertia R e se rv e  Fu n d  
Interest on  RbJt Intertie R e se rv e  
Bradley S ta te  Fu n d  Surp lus 
Additional S ta te  Contrfoullon 
To ta l

Funds are available in the Revolving Fu n d  for 
annual appropriation to A E A  Administration

Projections exclude restricted revenues and  a sso cia ted  expenditures. 
(Example: revenues dedicated to p ro ject operations and  m aintenance.)

| A ssu m p tio n s
$2,800 Annual In fla tion  R ate 4 .5

100,000 R eturn on  AEA Fund 7 .5
18.000 PCE S tate  A ppropriation 7
11.000 R a ilbe lt In te rlie  Est. T o ta l C ost $180,000 

R a llbe it In te rlie  S tate G rant $90,000
$141,800 [Tya& Swan E s t Tota l C ost $60,000

Tyee-Swan S ta le  G rant $35,000
|CQpper V a lley Est. T o ta l C ost $60,000

C opper V a lley S la te  Grant________$27 .500

% ot fund balance 
year ram p
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2004 2005 2006 2007 2006 2009 2010 2011 2012 2013 ™

ALASKA ENERGY AUTHORrTY pa** 2 of 2 c/>
(All Dollars In Thousands) 13-Apr-sa ^

AEA Revo!"uig Fund Balance $100,162 $102,077 $103,804 $105,711 $107,589 $109,543 $111,570 $113,669 $115,839 $118,082 T o ta l

R e v e n u e
Revolving Fund Investm en t In com e 7.3S9 7jS1Z 7.656 7,792 7,928 8,068 8.216 8,360 8,525 8/688 $172198
Collections on Existing L o an s 1.B31 1,609 1.425 1347 1.333 1333 1,333 1,333 1,333 1,333 36.920
Debt S e rv ic e  from  4-Dam Poo l 12.182 12,228 12,280 12336 12,396 12/454 12512 12^68 12325 12/684 236.263
Appropriation - PC E 0 0 0 0 0 0 0 0 0 0 68.000
Appropriation - PC E  Admin. 0 0 0 0 0 0 0 0 0 0 1.458

To ta l 21,372 21,349 21361 21/475 21,656 21,866 22061 222S9 22483 22.706 515.839
E x p en d itu re

Railbelt In tertie G ran t 0 0 0 0 0 0 0 0 0 0 90,000
Tyae-Swan Intertie G ran t 0 0 0 0 0 0 0 0 0 0 35,000
C op p e r V a le y  Intertie G ran t 0 0 0 0 0 0 0 0 0 0 27,500
O th e r Capital P rojects/ P ro g ram s 0 0 0 0 0 0 0 0 0 a 0
PC E  Outlay $17,000 $17,000 $17,000 $17,000 $17,000 $17,000 $17,000 $17,000 $17300 $17,000 340,000
Rural T echn ical A ss is ta n c e 2.329 2,434 2344 2368 2778 2303 3.034 3,170 3313 3/482 47,067

Tota l 19329 19.434 19.544 19356 19.778 19303 20.034 20,170 20313 20.432 639,557
S u rp lu s  (S h o r ta g e) $ 2343 $ 1315 $ 1317 $ 1317 $ 1378 $ 13S3 $ 2327 $ 2399 $ 2170 $ 2243 (23.718)
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COOPffunvl i:iCOnPOH«I(U

BOX 337, VALDEZ, ALASKA 99686 907-835-2231
March 31, 1993

Senator Drew Pearce, Co-Chair 
Senate Finance Committee 
State Capital, Room 508 
Juneau, Alaska 99801

| Dear Senator Pearce:

Copper Valley Telephone Cooperative, Inc., is a non-profit, 
member owned cooperative providing communications services 
throughout a large portion of South-Central Alaska. The nature 
of this area requires us to provision many small, remote 
builc3 Ings in which we house electronic equipment requiring AC 

! power to operate. We have a constant first question we ask when 
\ engineering and planning upgrades or new facilities— what is the 
( availability of AC power?

| This dependence translates into charges for electrical services 
! from Copper Valley Electric Cooperative in excess of $65,000 per 
year— and growing!! Since we operate on a non-profit basis, any 
net effect upon those costs ultimately appears on our customers' 
bills. We have more chan enough expensive obstacles to overcome 
in order to accomplish our goals, and strongly support any 

j project which can help us keep the lid on our operating expenses 
as we intend to remain in business here for many years to come.

! The Sutton-Glennallen Intertie Project has the potential to 
stabilize rates— a direct benefit for our customers. It has the 
potential to encourage economic development— a direct benefit for 

j our customers. And it addresses future need for many years—  
again, a direct benefit for our customers. We can only see 

I positive returns through this project, returns which directly 
j affect the pocketbooks of our 4000 customers.

We urge your support of this very necessary and worthwhile 
project. House Bills 50 and 51, Senate Bills 106 and 126, 124 
and 125 all have impact on funding for this intertie. Please 
give these your attention and support.

Sincerely yours,

Scott Tj. Smith 
General Manager



Alaska Village Electric Cooperative, Inc.
4831 Eagle Street 

Anchorage, Alaska 99503 
561-1818

April 15, 1993

Memo to: Senate Finance Committee

From: Charlie Walls, General Manager (2  Y ^ ^

Re: SB 106/126-Energy Plan

The Alaska Village Electric Cooperative (AVEC) is a bush electric utility system that 
serves a population of about 20,000 rural people who live in 49 villages. This summer 
that will increase to 50 villages with the community of Brevig Mission joining us.

The power cost equalization program is of critical importance to rural Alaska. We have 
followed the progression of SB 106/126 and support the bill as amended on April 14. Our 
bottom line is twenty year funding for the PCE program at $17 million per year. The cash 
flow will enable us to move toward the goal of self sufficiency. When we talk with the 
federal government about loans for our villages, the fact that the state has made a Io p ", 
ter.r. committment will greatly enhance our abilitiy to increase federal participation in 
so'ving the rural energy problems.

We also support the state investing in the transmission interties. This strengthened 
infrastructure will provide the means for future economic development in the state. The 
bill is a good balance for the whole state.

We fully support the bills in their present form and urge reporting them out of the Senate 
Finance Committee.



Testim ony o f Daniel E. B ioom cr—Cliugacli E lectric A ssociation, Inc.
O n SB 106 &  126

Before Senate F inance C om m ittee 
A pril 15, 1993

Thank you for the opportunity to present Chugach Electric Association's comments on SB 

106/126. As many o f you know, Chugach is the largest electric utility in the state of 

Alaska, providing service to more than 63,000 customers in the Anchorage bowl and 

upper Kenai Peninsula.

Chugach is also the largest generator and transmitter of electricity in Alaska. In addition 

to generating power for our own customers,Chugach also produces the electricity used by 

Matanuska Electric Association in Palmer (29,000 customers), Homer Electric 

Association on the Kenai Peninsula (18,000 customers), City o f Seward (2,600) 

customers, and sells economy energy to Golden Valley Electric Association in Fairbanks 

(27,000 customers). Therefore, Chugach has substantial interest in this legislation.

The bills before you, as amended yesterday, present a solid energy package that will help 

to strengthen power systems throughout the state. In the Railbelt, the new interties will 

improve the ability to transfer Bradley Lake power throughout the region and reduce 

operating costs for the utilities. The Sutton to Glcnnallen intertie will electrically tie the 

Copper River Basin and City of Valdez into the railbelt providing those areas with access 

to inexpensive reliable electricity. The Swan-Tyee inlertie will enhance southeast's ability 

to utilize their hydroelectric facilities and ultimately reduce costs for all o f the four-dam 

pool participants. PCE funding gives our rural systems financial support which allows 

them time to resolve their energy problems.



In a nutshell, these bills represent a good energy package that addresses a majority o f the 

electrical needs in Alaska. The utilities are united in our support for the package and we 

urge your support to move the bills to the Senate floor. Thanks again for the opportunity 

to comment on these bills.
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DATE: 2/19/93 FURTHER: FINANCE

"NATE C O M M I T T E E  R E P C ^ T
FIRST COMMITTEE OF REFERRAL

DATE TURNED 
INTO OFFICE:Date of 5-Day Notice:_______________

(in accordance with Uniform Rule 23)
L&C Committee considered SB 126
"An Act making special appropriations for design and construction o f/^w ^ ransm iss ion  interties 
between Anchorage and the Kenai Peninsula, between Healy and/Fairbanks, and between the 
Swan Lake and Tyee Lake hydroelectric projects; and providing^fpf ap/effective date."

and recommends:
[ ] replace with

[ ] attaches amendment(s)

[ ] adopts 
[ ] further referral to the

[ ] do pass 
[ ] do not pass 
[ ] no recommendation 
( ] individual recommendati

Department Date

[ ] same title 
[ | new title 
[ ] technical 
title change 
(HB only)

FISCAL NOTE .'(FORMATION 
Fiscal Department Zero Fiscal

f v - /

r V - 7
/

M * r ~

[ J AppropriBtionjNlTFiybal Note

DO PASS:
[ ] Governor's Bill with Previous Fiscal Notes (enter information above)

OTHER RECOMMENDATIONS:

Chair: Signature and Recommendation







SENATF RNANCE COMMITTEE P ^ O R T• »

DATE: 4/13/93 FURTHER:
DATE TURNED INTO OFFICE: 9 3

The Finance Committee considered SENATE BILL NO. 128 
"An Act relating to legislative audits."

and recommends:
( ] replace with CS
or [ j adopt previous CS
[ ] attaches amendment(s)

[uJ-cKlopts
[ ] further referral to th e ___

[ u}<fo^pass 
[ ] do not pass 
[ ] no recommendation 
[ ] individual recommenaations
NEW FISCAL NOTES 

Department Date Zero

________________ (FINANCE)
' / $  / ^ 2  ( j 5  T /3  )

Letter of Intent

Fiscal
PREVIOUS FISCAL NOTES 

Department Date

[ title
[ ] new title 
[ j technical 
title change 
(HB only)

Zero Fiscal

( ) Appropnation No Fiscal Note

OTHER RECOMMENDATIONS:

r



STATE OP ALASKA
1993 L e g i s l a t u r e

B ILL VERSION: CSSB 1 2 8 (STA)
•PUBLISH DATE: 4 - 1 4 - 9 3

F I S C A L  N O T E

REQUEST: 
Revision Date:
T i t le :  "An Act re la t in g  to le g is la t iv e
__________ audit s . 11___________________________
Sponsor: Rules ________________
Requestor:

Agency A ffected : Gov. (OMB)
BRU:

Senate Finance
Components:

E X P E N D IT U R E S /R E V E N U E S : ( THOUSANDS O F  D O L L A R S )
O PE R A T IN G FY  V, F Y  9 5 F Y  9 6 F Y  9 7 F Y  9 8 F Y  9 9
Personal Se rv ice s
Travel
Contractual
Supplies
Equipment
Land & S tructu re s
Grants, Claims
Miscellaneous
TOTAL O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L

REVENUE

F U N D IN G : (TH O U SA N D S  O F D O L L A R S )
General Fund 
Federal Fund 
Other 
TOTAL 0 . 0

oo oo o•o oo 1----oo

P O S IT IO N S :
Full-Tim e
Part-Time
Temporary

ANALYSIS: (ATTACH A SEPARATE PAGE IF  NECESSARY)

Prepared By: — —________________ Date: 93
Pearce, Co-chair Phone: 4 6 5 - 4 9 9 3

_________________________ Date:______________
Prepared By: eve Frank, Co-chair Phone: 4 6 5 - 3 7 0 9eve Frank, Co-chair 

Senate Finance Committee

Pearce, Co-chair

P a g e 1 OF 1



Official Business

.Alaska jitfate legislature
S e n a te

C om m ittee , o h  f in a n c e
Pouch V 

State Capitol 
Juneau, Alaska 99811

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

L E T T E R  O F  I N T E N T  
f o r

C S S B  1 2 8  ( 8 T A )

In r e c o m m e n d i n g  i t e m s  f o r  m o n i t o r i n < ~  t o  t h e  L e g i s l a t i v e  
B u d g e t  a n d  A u d i t  C o m m i t t e e ,  t h e  l e g i s l a t i v e  a u a i t o r  w i l l  p r i o r i t i z e  
i t e m s  a c c o r d i n g  t o  t h e i r  s i g n i f i c a n c e  in t e r m s  o f  t h e  n e c e s s i t y  f o r  
i m m e d i a t e  a c t i o n  a n d  t h e i r  r e l a t i v e  f i s c a l  a n d / o r  p o l i c y  i m p a c t s .  
T h e  l e g i s l a t i v e  a u d i t o r  w i l l  w o r k  in c o n c e r t  w i t h  O M B  t o  b a l a n c e  
t h e  r e s o u r c e s  r e a s o n a b l y  a v a i l a b l e  t o  m o n i t o r  i t e m s  w i t h  t h e  
C o m m i t t e e ' s  r e c o m m e n d a t i o n  o f  i t e m s  f o r  m o n i t o r i n g .

I n  a p p r o v i n g  a n  i t e m  f o r  m o n i t o r i n g  u n d e r  A S  2 4 . 2 0 . 3 1 2 ,  
t h e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e  s h o u l d  c o n s i d e r  t h e  
f i s c a l  a n d  p o l i c y  s i g n i f i c a n c e  o f  t h e  i t e m  r e c o m m e n d e d  b y  t h e  
l e g i s l a t i v e  a u d i t o r .  M a + t e r s  o f  l e s s e r  s i g n i f i c a n c e  m a y  b e  
r e f e r r e d  t o  O M B  to t h e  e x t e n t  t h a t  O M B  a n d  t h e  l e g i s l a t i v e  a u d i t o r  
a g r e e  t h a t  r e s o u r c e s  a r e  a v a i l a b l e  t o  a d e q u a t e l y  m o n i t o r  t h e  i t e m s .

S & c .V c ' -

■ r*'' c v— ,_-

< & >



APR 13 '93 05=01PM LEGISLATIVE AUDIT 907 465 2347 P*2/3 y *VW

&
s & :

'/■ ftCd/Yi/W/),
LEGISLATIVE BUDGET AND AUDIT COMMITTEE ^  A

Division of Legislative Audit ^  yC/3/1

MEMORANDUM

TO: The Honorable Steve F rank 
Co-Chair, Senate Finance Committee

^ r& S 'C -
/-/Z  > */?£

FROM : Raudy S. W elker _  
Legislative Auditor

'/A e -

DATE: April 13, 1993 

RE: LB A  Policy on SB 128

j L /3 4 .  & * * ■  s * ' V ' ie -
Z jr c t U  
~=72—S'C Vs? ■

A t your request, I  have drafted the following proposed Legislative Budget and Audit 
Com m ittee policy and procedure that specifically addresses your concern over th e  issues to  
be  referred  to  OMB for monitoring and follow-up.

A s I sta ted today before the Finance Committee, the bill clearly provides fo r the  LBA  
Com m ittee to  m ake the determ ination o f which items will be forwarded fo r monitoring. 
Section 1 o f the bill (on page 1, lines 6-8) adds language stating “A  committee 
recommendation involving an agency in the executive branch may be identified fo r  
monitoring under AS 2 4 2 0 3 1 2 Further, Section 2 (page 2, lines 2-3) states tha t utke office 
o f management and budget shall review each item identified fo r monitoring in a  
recommendation involving an agency in the executive branch. . . ”

The fo llow ing policy and procedure would be proposed to the LBA Comm ittee to  address 
the concern over the amount o f resources necessary fo r OMB to monitor items identified by 
L B A  This recommended language would become part o f the more comprehensive 
procedures proposed fo r full implementation o f  the legislation.

In recommending Items for monitoring to the Committee, the legislative 
auditor will prioritize items according to their significance in terms of the 
necessity for Immediate action and their relative fiscal and/or policy impacts. The legislative auditor will work In concert with OMB to balance the resources reasonably available to monitor items with the Committee’s recommendation of Items for monitoring.



APR 13 '93 05:02PM LEGISLATIVE AUDIT 907 465 2347 P.3/3

Senator F rank .2- April 13, 1993

w In approving an item for morJtoring under AS 24.20.312, the Committee should consider the fiscal and policy significance of the item recommended 
by the legislative auditor. Matters of lesser significance may be referred to OMB to the extent that OMB and the legislative auditor agree that resources are available to adequately monitor the items.

As you can see, there is ample room  in the language o f the and the ability o f  die LBA  
Comm ittee to  temper its referral o f items to  OMB for monitoring through the adoption o f 
po licy and procedures. This discretionary authority w ill allow  the Comm ittee to  operate 
w ithin the confines o f  a sero fiscal note, provided some concession o f  prio rity  from  OMB.

W ithout some reordering o f  priorities w ithin OMB, a  modest fiscal note m ay be necessary.

A LA SK A  S T A T E  L B G B L A T U X K D IV IS IO N  O F  JU8CLSLATTVE A U D IT



LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

P.O. Box 113300 
Juneau, AK 99811-3300 

(907) 465-3830
w  w  ^     FAX (907) 465-2347M E M O R A N D U M

TO: The Honorable Randy Phillips
Chairman, Legislative Budget 

and Audit

FROM: Randy S. Welker
Legislative Auditor

DATE: February 13, 1993

RE: Audit Recommendation Follow-up Process

The attached table outlines a procedure that could be used to provide an ongoing follow-up 
process to the special/performance audit recommendations made by the Division of 
Legislative Audit.

The orocess we recommend involves using the Office of the Governor’s Office of 
Management and Budget (OMB). Within OMB is the Division of Audit and Management 
Services. This division is staff with auditors who would have the necessary qualifications 
to adequately address the issues. I have not discussed these procedures with OMB, so I do 
not have an indication of their willingness to earnestly participate.

While the procedures I have outlined are lengthy, I believe that the majority of them could 
be adopted as LBA procedures and I would recommend that only the critical steps be placed 
in statute. The following outlines those items I think should be statutory requirements:

AS 24.20.311 should be amended to read:

Sec. 24.20311. Reports. The committee shall file copies of its approved 
audit reports including any committee recommendations with the governor, the 
agency concerned and the legislature. Committee recommendations may 
include items requiring follow-up bv the Office of Management and Budget 
under AS 24.20.312. An annual report summarizing....

(continued)



AS 24.20 is amended by adding a new sections to read:

Sec. 24.20-312. Audit Recommendation Follow-up. (a) The Office of 
Management and Budget is responsible for the review, resolution of 
differences, and follow-up on recommendations made by the legislative auditor 
and filed with the governor under AS 24.20.311.

(b) For follow-up items with which the audited agency concurs, the office 
shall monitor the agencies progress towards full implementation. For items 
with which the agency partially or fully disagrees, the office shall review the 
position of the legislative auditor and the agency. The office shall then either 
seek the governor’s directive to implement the recommended action or report 
to the committee and the legislative auditor within sixty days with an 
alternative resolution or final position of opposition.

(c) By January 31, the office shall submit a report to the committee and the 
legislative auditor on the follow-up items filed with the governor during the 
previous calendar year. The report shall address the degree of implementation 
or continued opposition to the follow-up items.

(d) The legislative auditor shall review the report submitted by the office and 
make recommendations to the committee on the disposition of each follow-up 
item. The auditor may recommend closure of an item fully implemented, 
closure through waiver of implementation for a stated cause, or continued 
monitoring by the office for an additional year. The committee shall make the 
final determination on closure or continued monitoring by the office.

Senator Randy Phillips -2- February 13, 1993

I have not developed a detailed "follow-up" format, but it would not be difficult to do. The 
process outlined in the attached pretty well identifies the type of information we would want 
to get from the audited agencies.

The committee procedures could also provide for our follow-up reporting to the committee 
by January 31 of the recommendations made in our singe audits (financial). The committee 
could also refer any of those recommendations to OMB for follow-up resolution as well.

A L A S K A  S T A T E  L E G IS L A T U R E D IV IS IO N  O F  L E G IS L A T IV E  A U D IT



Senator Randy Phillips -3- February 13, 1993

A U D IT  R E C O M M E N D A T IO N  FO L L O W -U P

A G E N C Y A C T IO N D ISC U SS IO N

1. Leg. Audit Preliminary Audit submitted to 
LBA will include an "Audit 
Follow-up Summary".

"Audit Follow-up Summary" will contain 
those items the Leg. Auditor believes 
should be tracked.

2. LBA
Committee

Review report and summai j\  
approve for release to agency 
for response. -

In normal LBA process, wotid require 
response to audit and completion of 
information requested on the "Audit Follow- 
up Summary".

3. Audited
Agency

Agency would prepare response 
to the audit report and complete 
the "Audit Follow-up 
Summary" within 20 days.

In addition to normal agency response, the 
"Summary" would require info such as 
agreement, partial agreement or 
disagreement; detail timeline, position 
responsible for implementation, limitations 
on implementation.

4. Leg. Audit Formal Response and 
"Summary" included in report 
for final presentation to LBA.

Like current process, audit response and 
"Follow-up Summary" would be included in 
final audit presented to LBA.

5. LBA
Comm.

Approve release of audit to 
public and "Follow-up 
Summary" to Gov ./OMB.

Release procedures would include the 
transmittal of the "Summary" to OMB.

6. OMB OMB responsible for review, 
resolution of differences and 
follow-up.

For follow-up items the agency agrees with, 
OMB would monitor the progress of 
implementation; for items of partial or full 
disagreement, OMB review positions of 
auditor and agency, then seek gov. directive 
to implement or report back to LBA and 
Leg. Auditor w/in 60 days w/ alternative 
solution or final position of opposition.

7. Leg.
Auditor

itaake interim reports to LBA 
on acceptability of alternatives 
proposed by OMB and final 
rebuttal on position of 
opposition.

As necessary, the Leg. Auditor will keep 
the Committee apprised of the ongoing 
monitoring and review by OMB. Particular 
focus will be on areas of opposition.

8. LBA
Comm.

Consider interim actions. The Committee at any time could exercise 
options such as formal communication to 
the Governor, requesting Commissioner or 
agency personnel to appear before LBA.

A L A S K A  S T A T E  L E G IS L A T U R E D I V I S IO N  O F  L E G IS L A T IV E  A U D IT



Senator Randy Phillips -4- February 13, 1993

AUDIT RECOMMENDATION FOLLOW-UP
AGENCY ACTION DISCUSSION

9. OMB Submit Ar iual Report on 
Follow-up to LBA and Leg. 
Auditor.

By Jan. 31 OMB would be required to issue 
a report to the LBA and the Leg. Auditor 
detailing the extent of departmental 
implementation of "Follow-up Summary" 
items. Report would be required for all 
items issued in previous year detailing 
degree of implementation, lack of 
implementation, or continued opposition to 
recommendations.

10. Leg.
Auditor

i

Review report, make any 
necessary verification inquiries, 
and report to the LBA with 
recommended action.

The review would include acceptance of 
status reported and recommendation to LBA 
on an item by item basis for (1) closure- 
fully implemented, (2) continued monitoring 
for additional year and report following Jan. 
31, (3) closure- waiver of implementation 
for stated cause.

11. LBA Review OMB Annual Report 
and Leg. Auditor suggested 
recommendations on action.

LBA would have final determination on 
closure recommendations and those items 
referred back to OMB for continued follow- 
up during next year. For items not closed, 
consider any or all options available: (1) 
Commissioner and/or agency personnel 
called before the LBA for discussion, (2) 
Referral of item to Finance Committee’s for 
continued discussion during budget 
deliberations, (3) Formal communication 
with Gov., (4) Recommend OMB impound 
funds until adequate progress is made 
towards implementation, (5) Recommend 
the Finance Committees or Conference 
Committee assess a misc. reduction or 
condifoned appropriation budget item until 
implementation.
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A L A S K A  S T A T E  L E G I S L A T U R E
LEGISLATIVE BUDGET AND AUDIT COMMITTEE

Division of Legislative Audit

P.O. Box 113300 
Juneau, AK 99811 -3300 

(907) 465-3830 
FAX (907) 465-2347

M E M O R A N D U M

TO: The Honorable Randy Phillips
Chairman, Legislative Budget 

and Audit Committee

FROM: Randy S. Welker
Legislative Auditor

DATE: March 9, 1993

RE: SB 128 - An Act relating to legislative audits

Senate Bill 128 was introduced to enhance the implementation rate of recommendations 
contained in audit reports issued by the Division of Legislative Audit. The Audit Division 
does not have enforcement powers. Therefore, we must rely on our ability to convince the 
audited agency that our recommendations have merit and would improve financial 
accountability and/or improve the efficiency, effectiveness and economy of state operations.

Often, agencies agree with our recommendations in their response to the audit report. Other 
times, the agency disagrees in pan or entirely with our recommendations. Regardless of the
agreement or disagreement, we believe that a formal system of follow-up on audit
recommendations is necessary.

We presently review the implementation of recommendations made in our annual financial/ 
compliance Single Audit of the Stare of Alaska. Each year’s audit addresses the status of 
recommendations made in the prior year audit. We presently do not have a systematic 
method to follow up on items contained in our performance or special audits.

The responsibility for implementing audit recommendations rests with the administration. 
It is our responsibility to ensure that the agencies have an effective system for resolving audit 
differences and pursuing implementation. Senate Bill 128 provides the framework for that 
system of follow-up within the Office of Management and Budget (OMB).



Senator Randy Phillips .9. March 9, 1993

The Division of Audit and Management Services within OMB is staffed with auditors who 
have the necessary qualifications to adequately address the issues raised in our reports. The 
attached table should give you some idea of the number of recommendations we issue in a 
year. This table was prepared from the highlighted recommendations in the audit digests 
contained in the 1992 Annual Report of the Legislative Budget and Audit Committee. As 
you can see, recommendations were made to virtually every department and to many other 
state entities. According to language in the bill, the Legislative Budget and Audit Committee 
would not necessarily refer all recommendations to OMB.

OMB would have the responsibility to monitor the implementation of those items with which 
the audited agency agrees and to seek resolution of items with which the audited agency 
disagrees in whole or in pan.

Please contact me if I can provide any additional information.

Attachment

A L A S K A  S T A T E  L E G IS L A T U R E D I V I S IO N  O F  L E G IS L A T IV E  A U D IT



SUMMARY OF AUDIT RECOMMENDATIONS BY DEPARTMENT - 1992 AUDITS

AUDIT I  DEPARTMENT -r cov DOA LAW DOR DOE IISS LAn CEO MVA DNR DFC Drs DEC DOC CRA DOT UNIV OTHER
SWSA '91 1 9 1 2 8 11 1 1 1 3 l 2 1 20
AKPAY Controls 9
State Publications 3
OPA 9
Statewide Procurement 3 4 3 4 2 5 1 1 3 3 5 1 7
Employee Incentive Award Program 4 1
PFDD 6 >
DOR-lncome f t Excise Tax Audit 
Division 5
Special Education Agency 3
PERA Impact on School Districts 1 _ 1
DFYS 5
Selected Abortion Issues 3
Medicaid Rate Advisor)- Commission 
Rate Setting Issues 4
5 Licensing Board Audits 5
Big Came Commercial Services 
Board- Consistency of Penalties

2

AEA/DEC - Circuit Rider 
Maintenance Program fc Remote 
Maintenance Worker Program 2
Alaska Tourism Marketing Council 6
Submerged Lands Recalculation 
Project 1
Wood-Tikchik State Park 1
OHSR Corps and Emergency 
Response Depots 3 5
Intensive Supervision Surveillance 
Program 4
TOTALS BY DEPARTMENT (187) 4 38 4 17 14 28 2 14 4 2 3 3 8 7 4 25 1 9

Other Column I* made up of: Teitnanent Fund Corporation (1), Alaska Science and Technology Foundation (1), Alaaka Railroad Corporation (1), Alaaka Court Syrtem (3), 
Alaska Energy Authority (1), and recommendation* for Legialation to the Alaaka Legialature (2)



F I S C A L  N O T E

Revision Date; ____________________________

Title:

STATE O F  ALASKA
1993 L EG IS LA T IV E  SESSION

B ILL  NO . CSSB 128

An Act Relating to Legislative Audits

Dept. Affected: OFFICE OF THE GOVERNOR_____________

BRU : Office of Management & Budget__________

Component: Division of Audit & Management Services

Sponsor:

Requestor:

Phillips

Phillips COMPONENT SER IA L NO. 17

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY94 FY95 FY96 FY97 FY98 FY99

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

190 .2 19 9 .7 209.7 220.2 2 3 1 .2 242.8

8 .9 9 .3 9 .8 10 .3 10 .8 1 1 .3

3 .8 4.0 4 .2 4.4 4 .6 4.9

2 .6 2 .1 2 .2 2 .3 2.4 2 .6

5 .1

TOTAL OPERATING 2 10 .6 2 1 5 .1 22 5 .9 237 .2 249.0 2 6 1 .6

CAPITAL

REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 2 10 .6 2 1 5 .1 225 .9 237 .2 249.0 2 6 1 .6

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 2 10 .6 2 1 5 .1 2 2 5 .9 2 37 .2 249.0 2 6 1 .6

POSITIONS:

FULL-TIME 3.0 3.0 3.0 3.0 3.0 3.0

PART-TIME

TEMPORARY

Estimate of current year (FY93) impact $ None

A N A LY SIS : (Attach a separate page if necessary)

S e e  A t t a c h e d

Prepared by: Gary Anderson Phone: 465-4668

Division: Audit and Management Services __________________________________________   Date:_________4/12/93________

Approved by Commissioner: Oata:_

Agency:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

(Riv 11192193lisno.iUJ0BR PaQB of



CSSB 128
OOG
OMB

DAMS
0017

Analysis
Based on OMB/DAMS experience with following up on our own audits we assume that the 
following percentages of the original project time will be required to follow-up on Legislative Audit 
reports.

Legislative audit has approximately 30 auditors who would average a minimum of 1200 hours per 
year on projects which calculates out to 30 X 1200 = 36,000 project hours. Legislative Audit 
currently follows up o'-» their State Single Audit Report which constitutes approximately 50% of 
their project hours. ” ,liow-up time at 20% of the remaining hours (18,000) would then constitute 
3,600 hours r • ir g the same utilization numbers: 3 internal auditors. Following is a cost 
breakdown f< ree ne'- .iemal auditors.

Review of report and workpapers 
Follow-up procedures 
Reporting

5%
10%
_5%
20%

3 auditors at range/step 19C 
Fringe benefits at 36%

Total personal services

$139,860
50.350

$190,210
Travel *
Contractual *
Supplies *
Equipment (new computers: 3 x $1,700)

8,865
3,780
2,600
UOO

Grand Total $210,555

* Represents prorated variable costs for these items in the FY 1994 budget.



Position Title
Internal Auditor II

No. of Positions Range I Step
19C

Barg. Unit
Exempt

Time Status
FT

Staff Months
3£L

location Election District
Juneau

TYPE OK EXPENDITURE
Salary
Benefits
Premium Bay
Other

TYavel
TbUi Personal Services

4 6 .6
1 6 .8

63.4

Contractual
Commodities
Euuipment
lUki

Dital Cost
FUNDING SOURCE FOR TOTAL COST

Federal Receipts |002
G.F. Match 100.1
C.eneral Fund 1004
IA Receipts_______11X17
CIP Receipts 1061
Oilier

Ami'unL
139.9
50.3

190.2
8.9
3.8
2.6
5.1

210.6

Justification

A  staff auditor (Journeyman level). Additional positions 
required to perform follow-up on Legislative Audit report

Re quest For 
New Position

AGENCY n f f i r - p  o f  t h e  (V iv e m n r_____________
„Kl, Office of Management and Budget

COMPONENT Division of Audit and Management Services


