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FISCAL NOTE B in V e rs io n : HB 4 4 6f v No: 1

ST A T E  O F  ALASKA
2000 L E G ISLA T IV E SESSION

(H) Publish Date: 4/12/00

Revision Date/Time (Note if correction) ____________
Title Four Dam Pool sale and PCE funding

Dept. Affected 
‘ BRU AEA 
Component_____

DCED

Sponsor
Requester

Rules Committee
At request of Governor Component No.

E x p e n d itu re s /R e v e n u e s (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I I I  I I

ICHANGE IN REVENUES ( ) I I 68,000.0 | |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type) Sale of Assets 68,000.0

TOTAL 0.0 68,000.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2000) cost: 

POSITIONS

0.0
•

Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

| ANALYSIS: (Attach a separate page it necessary)
The Bill authorizes the sale of the Four Dam Pool projects to the purchasing utilities in the amount of $73 million, 
less an initial credit of $5 million, and makes available up to a minimum of $120 million for the benefit of the Power 
Cost Equalization (PCE) program. The sale proceeds and other funding sources identified in a companion 
appropriations bill are deposited into a newly established Power Cost Equalization Endowment Fund, to be m anaged 
by the Department of Revenue. Earnings from the Endowment Fund, estimated at approximately $7.7 million, will be 
made available for appropriation on an annual basis for the PCE program. Additionally other funds, including a 
portion of the AIDEA dividend, will be made available to fund the PCE program annually in the amount of $15.7 
million. No General Fund monies are required to fund the Endowment Account or the PCE program. All funds are 
made available from the sale of assets and from other funds outside of the General Fund.

Prepared by: D. Randy Simmons, Executive Director____________________  Phone 269-3000
Division AIDEA , / I  „ Date/Time 4/10/00 4:29 PM
Approved by Commissioner ,______________________________  Date y / /o /(T O
Agency

P R E P A R E R  TO  P R O V ID E  ALL D IST R IB U T IO N  C O P IE S  T O  G O V E R N O R 'S  LEG ISLA TIV E O F F IC E
i i J i T T C C  ^ /^ v n ^ o r  further distribution information, call the Governor's Legislative Office

‘ Page I of J L



FISCAL NOTE
STA TE O F  ALASKA
2000 L E G ISL A T IV E  SESSION
Revision Date/Time (Note if correction) ______________
Title Establish Power Cost Equalization Fund

Dept. Affected__________ Revenue
"b r u

BILL NO. HB 446

Treasury
Component Treasury

Sponsor
Requester

Governor

E x p e n d i t u r e s / R e v e n u e s

Component No. 

(Thousands of Dollars)

121

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 11.0 11.0 11.0 11.0 11.0 11.0
T ravel
Contractual 12.0 46.8 46.8 46.8 46.8 46.8
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 23.0 57.8 57.8 57.8 57.8 57.8

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
PCE Endowment Fund 23.0 57.8 57.8 57.8 57.8 57.8

TOTAL 23.0 57.8 57.8 57.8 57.8 57.8

Estim ate of any current year (FY2000) cost:
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

The above represents the costs to the Treasury Division of managing the Power Cost Equalization Fund. 
Included are the investment manager fees (under contractual expenses) associated with investing 
approximately half of the endowment in broad market and international securities.

Prepared by: 
Division
Approved by: 
Agency

Betty Martin, Comptroller
Treasury Division
Commissioner Wilson Condon

Z2
Phone 465-2352

Department of Revenuelevenufi

Date/Time April 12, 2000 - 10 a.m. 
Date 04/12/2000

P R E P A R E R  TO P R O V 'D E  A LL D IST R IB U T IO N  C O P IE S  T O  G O V E R N O R 'S  LEG ISLA TIV E O FFIC E
For further distribution inform ation, call the G overnor's Legislative Office

(Rev 10/99) JOOOtnfomi.xIs/OMB



F I S C A L  N O T E 5 ^
N o: 1

B in Version: HB 4 4 6

S T A T E  O F  A L A S K A
2000 L E G I S L A T I V E  S E S S IO N

(H) Publish Date: 4 / 1 2 / 0 0

Revision Date/Time (Note if correction) ____________
Title Four Dam Pool sale and PCE funding

Dept. Affected___
^BRU AEA 
Component_____

DCED

Sponsor
Requester

Rules Committee
At request of Governor Component No.

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

[c a p ita l  expen d itu r es

r z r I(CHANGE IN REVENUES ( 66,000.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match 
100 IG F
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type) Sale of Assets 68,000.0

TOTAL 0.0 68,000.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2000) cost: 0.0
POSITIONS
Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

| ANALYSIS: (Attach a separate pago if necessary)
The Sill authorizes the sale of the Four Dam Pool projects to the purchasing utilities in the amount of $73 million, 
less an initial credit of $5 million, and makes available up to a  minimum of $120 million for the benefit of the Power 
Cost Equalization (PCE) program. The sale proceeds and other funding sources identified in a companion 
appropriations bill are deposited into a newly established Power Cost Equalization Endowment Fund, to be m anaged 
by the Department of Revenue. Earnings from the Endowment Fund, estimated at approximately $7.7 million, will be 
made available for appropriation on an annual basis for the PCE program. Additionally other funds, including a 
portion of the AIDEA dividend, will be made available to fund the PCE program annually in the amount of $15.7 
million. No General Fund monies are required to fund the Endowment Account or the PCE program. All funds are 
made available from the sale of assets and from other funds outside of the General Fund.

Prepared by: D. Randy Simmons, Executive Director____________________  Phone 269-3000
Division AIDEA_______  / Q __________________________________ Date/Time 4/10/00 4:29 PM
Approved by Commissioner / j j  ,______________________________  Date t f / / o / ( T O _______
Agency ( ' /  _______________________

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
— — .  . .  i i - r —r r - r *  n ^ > °r further distribution Information, call the Governor's Legislative Office

r  T Page _JL_ of _ L



F I S C A L  N O T E i ^ \
No: 1

B iu V ers io n : HB 4 46

S T A T E  O F  A L A S K A
2000 L E G I S L A T I V E  S E S S IO N

(H) Publish Date: 4 /1 2 /0 0

Revision DateTTime (Note if correction) ____________
Title Four Dam Pool sale and PCE funding

Dept. Affected 
'BRU AEA 
Component ____

DCED

Sponsor
Requester

Rules Committee
At request of Governor Component Mo.

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 
T ravel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | | I

CHANGE IN REVENUES ( ) | | 68,000.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type) Sale of Assets 68,000.0

TOTAL 0.0 68,000.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2000) cosi!: 

POSITIONS

0.0

Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 Cl 0 0 0 0

| ANALYSIS: (Attach a separate pag9 if necessary)
The Bill authorizes the sale of the Four Dam Pool projects to the purchasing utilities in the amount of $73 million, 
less an initial credit of $5 million, and m akes available up to a minimum of $120 million for the benefit of the Power 
Cost Equalization (PCE) program. The sale proceeds and oth^r funding sources identified in a  companion 
appropriations bill are deposited into a newly established Power Cost Equalization Endowment Fund, to be managed 
by the Department of Revenue. Earnings from the Endowment Fund, estimated at approximately $7.7 million, will be 
made available for appropriation on an annual basis for the PCE program. Additionally other funds, including a 
portion of the AIDEA dividend, will be made available to fund the PCE program annually in the amount of $15.7 
million. No General Fund monies are required to fund the Endowment Account or the PCE program. All funds are 
made available from the sale of assets and from other funds outside of the General Fund.

Prepared by: 
Division

D. Randy Simmons, Executive Director Phone 269-3000
AIDEA

Approved by Commissioner 
Agency _______ I

Date/Time 4/10/00 4:29 PM 
Date

P R E P A R E R  T O  P R O V ID E  A L L  D IS T R IB U T IO N  C O P IE S  T O  G O V E R N O R 'S  L E G IS L A T IV E  O F F IC E
ar further distribution information, call the Governor's Legislative Office
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PCE/Four Dam Pool

THE SALE MEMORANDUM OF UNDERSTANDING

1) Purchase Price of $73 million
2) All debt service revenues to July 1, 2001 to the State of Alaska (about $20 mil)
3) Insurance Fund to the State of Alaska (about $ 13 mil)
4) Sum of #2 and #3 have to be at least $32 million
5) $20 mil. Southeast Intertie Loan funds to State of Alaska
6) AIDEA to provide financing up to $110 million
7) Purchasers get $5 mil credit against sale price for giving up Intertie loan. 

Administration to support federal funds for SE Jntertie. If Intertie not started or 
financed in certain time frame, $5 mil. refunded to State.

8) Any future project liability transferred to Purchasing utilities
9) Sale contingent on appropriation of sale proceeds to PCE Endowment
10) A minimum of $120 mil. made available for PCE

THE LEGISLATION 
A BILL

1) Authorizes sale of four dam pool to purchasing utilities pursuant to MOU
2) Establishes PCE Endowment Fund managed by Revenue
3) 7% of average market value of Endowment Fund annually transferred to PCE 

(over $8 mil.)
4) Other funds such as federal funds, gifts, appropriations could go to Endowment
5) Any shortfall in Endowment appropriations to annually fund $15.7 mil. 

authorized to come from AIDEA dividend, subject to appropriation, up to $9 
mil. annually

6) Authorizes joint action agency for 4 dam pool utilities to operate and issue 
bonds

APPROPRIATION BILL

1) Sale proceeds appropriated to PCE Endowment
2) Insurance fund, SE Intertie Loan, any future repayments appropriated to PCE 

Endowment
3) Next year’s debt service revenues appropriated to PCE Fund for 01 PCE 

program. The following year revenues appropriated to Endowment
4) $500,000 from Southeast Intertit Loan appropriated to AEA to complete deal



P C E  F u n d i n g  (S 1 5 .7  m il  a n n u a l l y )

FY 00 Supplemental

3.6 mil from extra AIDEA dividend in Fast Track Supplemental
4.2 mil from extra AIDEA dividend in regular Supplemental
7.8 mil

FY01

8 mil NPRA Fund monies not granted to impact communities appropriated last
year to PCE Fund 

.6 mil Interest Earnings
10.5 mil Four Dam Pool revenues to PCE Fund pursuant to sale agreement
19.1 mil

FY 02

3.4 mil Carryforward from 01 sources
10.4 mil AIDEA dividend
1.9 mil PCE Endowment revenues and PCE Fund interest
15.7 mil

FY 03— and bevond

8-9 mil Annual interest from PCE Endowment and PCE Fund
7-8 mil AIDEA dividend and other funds
15.7 m il



*

1
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5

6

7

8

9

10

1 1

12

13

14

15

16

OFFERED  IN  THE HOUSE F INANCE COMMITTEE 

TO: HB 446

A M E N D M E N T

B Y

Page 3, line 10 , through page 4, line 5:

Delete all material and insert:

"Sec. 42.45.070. Power cost equalization endowment fund established, (a) The 

power cost equalization endowment fund is established as a separate fund o f the authority. 

The fund consists o f

( 1) legislative appropriations to the fund that are not designated for annual 

expenditure for the purpose o f  power cost equalization;

(2) accumulated earnings o f the fund;

(3) gifts, bequests, contributions o f  money and other assets, and federal 

money given to the fund that are not designated for annual expenditure for the purpose o f 

power cost equalization; and

(4) payments received after June 30, 2001, for the sale o f power made to the 

state by the purchasing utilities under the memorandum o f understanding dated April 1 1 ,  

2000 between the Alaska Energy Authority and the purchasing utilities.

(b) Nothing in this section creates a dedicated fund."

Page 4, line 1 1 ,  following "invest the":

Delete "endow m ent account o f  the"



1 Page 4, following line 18:

2 Insert a new subsection to read:

5 "(c) On July 1 o f each year, the commissioner shall determine the monthly average

4 market value o f  the fund for the previous three fiscal years."

5 Page 4, lines 19 - 28:

6 Delete all material and insert:

7 "Sec. 42.45.085. Use o f the power cost equalization endow m ent fund , (a) Seven

8 percent o f  the amount determined by the commissioner o f  revenue on Ju ly 1 o f each year

9 under AS 42.45.080(c) may be appropriated for the following fiscal year for the following

10 purposes:

1 1  (1) funding the power cost equalization and rural electric capitalization fund

12  (AS 42.45.100);

13 (2) reimbursement to the Department o f Revenue for the costs o f  establishing

14 and managing the fund; and

15 (3) reimbursement o f other costs o f administration o f the fund.

16 (b) Nothing in this section creates a dedicated fund."

17 Page 4, line 29:

18 Delete "D e fin itio n s "

19 Insert "D e fin it io n "

- 2 -



1 Page 4, line 30 through page 5, line 2:

2 Delete all material.

3 Page 5, line 3:

4 Delete "(3)"

5 Page 5, lines 5 through 18:

6 Delete all material and insert:

7 " * Sec. 4. AS 42.45.070(a) is amended to read:

8 (a) The power cost equalization endowment fund is established as a separate fund

9 o f the authority. The fund consists o f

10 (1) legislative appropriations to the fund that are not designated for annual

1 1  expenditure for the purpose o f power cost equalization;

12  (2) accumulated earnings o f the fund;

13 (3) gifts, bequests, contributions o f money and other assets, and federal

14 money given to the fund that are not designated for annual expenditure for the purpose o f

15 power cost equalization; and

16 (4) repayments o f  p rinc ipa l and income th a t w ou ld  have been deposited

17 in the fo rm e r fo u r dam  pool tra ns fe r fund  u n d e r fo rm e r AS 42.45.050 [P AY M E N TS

18 R EC E IV ED  A FT ER  JU N E  30, 2001, FOR THE SA LE  OF POW ER MADE TO THE

19 STATE B Y  THE PURCHASING  U T IL IT IES  UNDER  THE MEMORANDUM  OF

20 UND ERSTAND ING  DATED APR IL  1 1 ,  2000 BETW EEN  THE A LA SKA  EN ERG Y

-3 -



1 AUTHO RITY AND THE P Ub HASING  U T IL IT IE S ] .”

2 Page 5, line 26:

3 Delete "equa liza tion  accoun t"

4 Page 5, line 27:

5 Delete "(AS 42.45.070(cl o f  the "

6 Page 5, line 28:

7 Delete " IA S  42 .45 .070^)1 "

8 Insert " (AS  42.45.070U

9 Page 5, line 29:

10 Delete "and contributions from other sources,"

1 1  Insert "[AND] contributions from other sources, and federal money"

12  Page 6, line 20, following "projects":

13 Insert "or generating or transmission facilities"

14 Page 7, line 26, following "bonds":

15 Insert "or other financing secured under this section"

- 4 -



I

2

3

4

5

6

7

8

9

10

1 1

12

13

14

15

16

17

18

19

20

21

Insert a new bill section to read:

"* Sec. 9. The uncodified law o f the State o f  Alaska is amended by adding a new section to read: 

INTER IM  DETERM INATION  OF AMOUNTS A V A ILA B LE  FOR APPROPRIATION ,

(a) Notwithstanding AS 42.45.080(c) and AS 42.45.085(a), enacted by sec. 3 o f this Act, the 

amount available for appropriation from the power cost equalization endowment fund 

(AS 42.45.070, enacted by sec. 3 o f this Act) shall be determined as follows:

( 1)  for fiscal year 2002 the amount that may be appropriated from the power cost 

equalization endowment fund (AS 42.45.070, enacted by sec. 3 o fth ij Act) is seven percent o f the 

market value o f the fund on Febaiary 1 , 2001;

(2) for fiscal year 2003 through the fiscal year that begins after the closing date o f 

the sale o f the four dam pool hydroelectric project under the memorandum o f understanding, the 

amount that may be appropriated from the power cost equalization endowment fund (AS 42.45.070, 

enacted by sec. 3 o f this Act) is the market value o f  the fund on February 1 o f the prior fiscal year;

(3) for subsequent fiscal years, the commissioner o f  revenue shall exclude the time 

and market value o f the power cost equalization endowment fund (AS 42.45.070, enacted by sec. 3 

o f this Act) before the closing date o f  the sale o f the four dam pool hydroelectric project in making 

the determination required under AS 42.45.080(c), enacted by sec. 3 o f this Act.

(b) The definitions contained in sec. 10(d) o f this Act apply to the terms used in this 

section."

Page 8, following line 13:

Renum ber the following bill sections accordingly.

- 5 -

i



1 Page 8, line 30, following "note":

2 In sert", and cancel the note,"

3 Page 10, line 8:

4 Delete "Light Department"

5 In sert", doing business as Wrangell Municipal Light and Power"

6 Page 10 , line 1 1 :

7 Delete "AS 42.45.070(b)(4)"

8 Insert "AS 42.45.070(a)(4)"

9 Page 10 , line 2 1 :

10 Delete "Section H "

1 1  Insert "Section 12 "

12  Page 10 , line 25:

13 Delete " I f  sec. 1 1 "

14 Insert " I f  sec. 12"

15 Page 10 , line 25, following "section,":

16 Delete "sec. 1 1 "

17 Insert "sec. 12 "

- 6 -



1 Page 10 , line 3 1:

2 Delete all material.

Renumber the following bill section accordingly.

4 Page 1 1 ,  line 1:

5 Delete "secs. 12 - 15"

6 Insert "secs. 13 - 15 "

- 7 -



TO: HB 447

A M  E D M E N T

OFFERED IN  THE H O USE FIN A N C E CO M M ITTEE BY

1 Page 1 , lines 5 through 8:

2 Delete all material.

3 Renumber the remaining bill sections accordingly.

4 Page 1 , line 1 1 :

5 Delete "endowment"

6 Page 1 , line 12 :

7 Delete "account (AS 42.45.070(b)) o f the"

8 Delete "(AS 42.45.070(a))"

9 Insert "(AS 42.45.070)"

10 Page 2, line 1 , following "cover":

1 1  Insert "(1)"

12  Page 2, line 2, following "April 1 , 2000":

- 1 -



Delete

2 In s e r t a n d "

3 Page 2, following line (2):

4 Insert a new paragraph to read:

5 "(2) the costs o f the Department o f Revenue for establishing and managing

6 the power cost equalization endowment fund (AS 42.45.070) for the fiscal year ending

7 June 30, 200 1."

8 Page 2, line 3:

9 Delete "(c) o f this"

10 Insert "(c)(1) o f  this"

1 1  Page 2, line 7:

12 Delete "endowment account (AS 42.45.070(b)) o f the"

13 Page 2, line 8:

14 Delete "(AS 42.45.070(a))"

15 Insert "(AS 42.45.070)"

16 Page 2, line 12 :

17  Delete "endowment"

- 2 -



1 P a g e  2, l ine  13:

2 Delete "account (AS 42.45.070(b)) o f the"

3 Delete "(AS 42.45.070(a))"

4 Insert "(AS 42.45.070)"

5 Page 2, line 16:

6 Delete "endowment account"

7 Page 2, line 17 :

3 Delete "(AS 42.45.070(b)) o f  the"

9 Delete "(AS 42.45.070(a))"

10 Insert "(AS 42.45.070)"

1 1  Page 2, line 18 :

12  Following "* Sec. 4."

13 Insert "(a)"

14 Page 2, following line 2 1 :

15 Insert a new subsection to read:

16 "(b) An amount equal to the payments for the sale o f power, to be made to the state by the

17  purchasing utilities under the memorandum o f understanding dated April 1 1 ,  2000, received after

18 June 30, 2001, are appropriated from corporate receipts to the power cost equalization endowment

- 3 -



1 fund (AS 42.45.070)."

2 Page 2, line 22:

3 Delete "secs. 2(b), 2(d), and 3 - 5"

4 Insert "secs. 1(b), 1(d), and 2 - 4"

5 Page 2, line 24:

6 Delete "sec. 2(c)"

7 Insert "sec. 1(c)(1)"

- 4 -



Introduced:
Referred:

A BILL

FOR AN ACT ENTITLED

1 "An Act establishing and relating to the power cost equalization endowment fund; relating

2 to the power cost equalization and rural electric capitalization fund; authorizing and

3 relating to the sale of the four dam pool hydroelectric project; establishing and relating to

4 joint action agencies created to purchase power projects; and providing for an effective

5 date."
6

7 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
8 * Section 1 .  The uncodified law o f the State o f A laska is amended by adding a new section to

9 read:

10 F IND ING S . The legislature finds that

11 ( 1) adequate and reliable electric service at affordable rates is a necessary

12 ingredient o f a modem society and a prosperous developing economy;

13 (2) at the current stage o f social and economic development in the state, direct

14 participation by the state is necessary to assist in keeping rates in high-cost service areas to

15 affordable levels ;



(3) providing a long-term stable source for financing power cost 

equalization w ill permit and encourage the electric utility industry and its lenders to 

develop plans, make investments, and take other actions that are necessary or prudent to 

provide adequate and reliable electric service at affordable rates, and to meet the health 

and safety needs o f  residents o f  the state;

(4) revenue that was anticipated to be generated from the state-owned 

four dam pool hydroelectric project under the existing power sales agreement and that the 

legislature intended to provide a long-term source o f  financing for power cost 

equalization w ill no longer be available upon the sale o f the four dam pool project;

(5) the proposed sale under the memorandum o f understanding dated 

April 1 1 ,2 0 0 0 , provides the state with fair value for the four dam pool hydroelectric 

project, relieves the state o f the significant financial risks and obligations with respect to 

the project, and provides a stable long-term financing source for power cost equalization; 

and

(6) establishment o f joint action agencies under this Act and the sale o f 

the four dam pool hydroelectric project to the joint action agency to be formed by the 

four dam pool local public utilities ensures local control o f  power generation resources 

necessary for a healthy economy and benefits the communities and their ratepayers by 

providing for stable energy rates.

* Sec. 2. A S  42.05.431(c) is amended to read:

(c) Notwithstanding (b) o f  this section,

( 1) a wholesale agreement for the sale o f  power from a project 

licensed by the Federal Energy Regulatory Commission on or before 

January 1 ,  1987, and related contracts for the wheeling, storage, regeneration, 

or wholesale repurchase o f power purchased under the agreement, entered into 

between the A laska Energy Authority and one or more other public utilities or 

among the utilities after October 3 1 , 1987, and before January 1 , 1988, and 

amendments to the wholesale agreement or related contract, and the wholesale 
agreement or related contract assigned by the Alaska Energy Authority to 
a joint action agency formed under AS 42.45.310 that purchases the 
project from the Alaska Energy Authority, are not subject to review or 

approval by the commission until all long-term debt incurred for the project is 

retired, or. for a wholesale agreement or related contract assigned to a 
joint action agency formed under AS 42.45.310. until all long-term debt 
incurred to pay the purchase price to the Alaska Energy Authority is
r e t i r e d : and



(2) a wholesale agreement or related contract described in ( 1) o f  

this subsection may contain .1 covenant for the public utility to establish, 

charge, and collect rates sufficient to meet its obligations under the contract; 

the rate covenant is valid and enforceable.

* Sec. 3. A S  42.45 is amended by adding new sections to read:

Article 1A. Power Cost Equalization Endowment Fund.
Sec. 42.45.070. Power cost equalization endowment fund established,

(a) The power cost equalization endowment fund is established as a separate 

fund o f the authority. The fund consists o f

________________ t'l) legislative appropriations to the fund that are not designated

for annual expenditure for the purpose o f  power cost equalization:

_________________(2) accumulated earnings o f  the fund:

_________________13) gifts, bequests, contributions o f  money and other assets, and

federal money given to the fund that are not designated for annual expenditure 

for the purpose o f  pov ;r cost equalization : and

_________________14) payments received after June 30. 200 1. for the sale o f power

made to the state bv the purchasing utilities under the memorandum o f 

understanding dated April 1 1 ,  2000 between the A laska Energy Authority and 

the purchasing utilities.

(b) Nothing in this section creates a dedicated fund.

 SeOi 42.45.070. Power cost equalization endowment fund establishetk
(a) The power cost equal izatio n endowment-fund is e s tabtishe d as a separate 

iund-el-the-authority. Tire fund consists-of

-----------------(1) the endowment account; and

-----------------(-2) - the-equalization account.

 (b) The-endowment account i s established as-a -separate account o f the

fund in-the authority. The  endowment account o f  the fund consists o f

-----------------( 1 ) ' leg islati-ve-appropf iations to tire fund that are not-designated

for e xpenditure for the purpose-o f power cost equalization - 

-----------------(2) accumulated earnings o f  the fund;

-----------------(3) gifts, bequestsr and-contr-ibotions of-money and-e ther-assets

g iven to the fund that are-not des ignated-for-the-equalization-account; and

-----------------(-1 ) - payments rece ived after June-30,- 2QQl- forthe sale o f power

made to the state by the purchasing utilities under the-memorandunr o f 

understanding dated April 1 1 .  2000 be tween 4he A laska Energy Authority-and 

the purchasing utilities.



 (c) T-he-equalization account is established as a separate  account o f  the

fund in the authority :- The  equalization account o£ the-fund-consists o f

---------------- (1) the annual-transfer-to the-equalization account from-the

endowment account provided for in (d) o f  this-section;

---------------- (2) leg is lative appropriations to the-fund that are designated for

expenditure for the purpose o f power cost equaliza tion; and

---------------- (3) -gifts^bequests, and contributions o f  money-and o ther-assets

given to the fund that are designated for the equalization aecounb

 (d) Qn-February- 1-e f  each y ear, the commissione r o f revenue  shall

transfer to-the-equalizatien-aecount seven-percent o f  the marke t-value o f  the 

endowment account as o f  that date?

 (e) Nothing in this section creates a dedicated fundr

See. 42.45.080. Powers and duties o f the commissioner o f revenue, (a) 

The commissioner o f revenue is the fiduciary o f the fund. In managing the 

fund, the commissioner shall

(1) have the same powers and duties as are provided in 

AS 37 .10 .0 7 1; and

(2) invest the endowment account-o f-the-fund in a manner like ly to 

achieve at least a seven percent nominal return over time.

(b) In managing the fund, the commissioner shall

(1) consider the status o f the fund’s capital and the income 

generated on both a current and probable future basis;

(2) determine the appropriate investment objectives;

(3) establish investment policies to achieve the objectives; and

(4) act only in regard to the best financial interests o f the fund.

(c) On Ju ly  1 o f  each year, the commissioner shall determine the monthly 

average market value o f the fund for the previous three fiscal years.

Sec. 42.45.085. Use o f the power cost equalization endowment fund, (a)

Seven percent o f the amount determined by the commissioner o f revenue on 

Ju ly  1 o f each year under AS 42.45.080(0). may be appropriated for the 

following fiscal year for the following purposes:

________________ f l)  funding the power cost equalization and rural electric

capitalization fund (AS 42.45.100):

________________ (2) reimbursement to the Department o f Revenue for the costs o f

establishing and managing the fund: and



: __________(3) reimbursement o f  other costs o f  administration o f  the fund.

(b) Nothing in this section creates a dedicated fund.

 See»-42.4&085; Us e o f  the equalization account o f the fund , -(a)

Money in the equalization account-o f the fund may be appropriated for the 

following purposes -

---------------- ( 1) - fanding the power cost equalization and rural e lectric

capitalization fund (AS 42.45.-100);

---------------- (2) re imbursement to the Department o f-Revenue for-the costs o f

establ ishing-andnmanaging the fund; an4

---------------- (3)- reimbursement o f  other costs-of-administfatfen-of  4he--fun4r

 (b) The-balance remaining'in the equalization account that, at the end o f

the fiscal year-,-has not been appropriated, or ;hat has been appropriated but-not 

expended, shall be invested until appropriated-o f-expended  

Sec. 42.45.099. Definitions. In AS 42.45.070 - 42.45.099,

---------------- (1) "endowment account" means the-account established in

A S 42.45.070(bfe

---------------- (2) "equalization account" means the-account established -in

A S  42.45.070(c4t

---------------- £3) "fund" means the power cost equalization endowment fund

established in AS 42.45.070.

^-Sec. 4. A S  42.45.070(a}(b) is amended to read:

(a) The power cost equalization endowment fund is established as a 

separate fund o f  the authority. The fund consists o f

________________ (H  legislative appropriations to the fund that are not designated

for annual expenditure for the purpose o f  power cost equalization;

________________ (2) accumulated earnings o f  the fund:

________________ (3) federal funds, gifts, bequests, and contributions o f  money and

other assets given to the fund that are not designated for annual expenditure for 

the purpose o f  power cost equalization ; and
»'. / •• • -,£n. •, " ' v* '•? •

 (b) The endowment account is established- as -a-separate  account o f  the

fund in the authority. The-endowment account-o f  the-fund consists o f
-

---------------- ( 1) leg islative appropriations-te-the  fund that are not designated

for expenditure for the purpose o f  power-cost equalization;

---------------- (2) accumulated earnings o f  the fund;



--------------(3) giftsrbequests, and contributions of money and other assets
givento-the fund that ore not designated for the equalization account; and

(4) repayments of principal and income that would have been 
deposited in the former four dam pool transfer fund under former 
A S  42.45.050 [PAYM ENTS REC E IV ED  A FT ER  JU N E  30, 200 1, FO R  TH E 

SA LE  OF POW ER M ADE TO THE STATE B Y  THE PURCH ASING  

UT IL IT IES U ND ER  THE M EM ORANDUM  OF UND ERSTAND ING  

DATED A PR IL  1 1 ,  2000 BETW EEN  THE A LA SK A  EN E R G Y  

AU TH O R ITY  AND  THE PURCHASING  UT IL IT IES].

* Sec. 5. AS 42.45.100(b) is amended to read:

(b) The fund shall be administered by the authority as a fund distinct from 

the other funds o f  the authority. The fund is composed o f

( 1)  money appropriated to provide power cost equalization to 

eligible electric utilities and to provide grants for utility improvements;

(2) money appropriated from the National Petroleum Reserve - 

A laska special revenue fund under AS 37.05.530(g);

(3) money appropriated from the etBHttizntion aeemmt 
M S  41.45 i070(e» of4ke-po>vcr cost equalization endowment fund 
M S  42.45.070fa4) under AS 42.45.085fa^;

________________ (4) gifts, bequests, a«d-contributions from oth jr sources, and

federal money; and

(5) [(4)] interest earned on the fund balance.

* Sec. 6. A S  42.45.100 is amended by adding a new subsection to read:

(d) I f  the amount available to the fund under (b) o f this section is less than 

$15,700,000 for a fiscal year, subject to appropriation, an amount necessary to 

cover the shortfall shall be deposited into the ftmd from the dividend made 

available under A S  44.88.088 by the board o f directors o f  the A laska Industrial 

Development and Export Authority.

* Sec. 7. AS 42.45.100(d) is amended to read:

(d) I f  the amount available to the fund under (b) o f this section is less than 

$15,700,000 for a fiscal year, subject to appropriation, an amount necessary to 

cover the shortfall, up to the sum of $9,000,000 for the fiscal year, shall be 

deposited into the fund from the dividend made available under A S  44.88.088 

by the board o f directors o f the A laska Industrial Development and Export 

Authority.

* See. 8. A S  42.45 is amended by adding a nev' section to article 5 to read:



Sec. 42.45.310. Acquisition o f power project, (a) Two or more public 

utilities that purchase power from a power project acquired or constructed as 

part o f the former energy program for A laska and owned by the A laska Energy 

Authority under A S  44.83.396, may form a joint action agency under 

A S 42.45.300 and this section to purchase the power project from the A laska 

Energy Authority i f  the purchase and sale o f project has first been authorized 

by law.

(b) The agency may

(1) acquire, own, operate, and manage one or more power projects»iv yy v * •v' *Vti>
or generating or transmission facilities: and

(2) participate in the design, development, construction, operation, 

and maintenance o f a generating or transmission facility.

(c) The agency is an instrumentality o f the public utilities that form the 

agency, but has a separate and independent legal existence from the public 

utilities. In addition to the powers authorized under AS 42.45.300, the agency 

has the power to

(1) adopt bylaws o f the agency;

(2) sue and be sued;

(3) carry out the authorized purposes o f  the agency;

(4) subject to (e) o f  this section, issue revenue bonds and secure 

financing that are not obligations o f either the state or the public utilities that 

formed the agency to provide financing to carry out the authorized purposes o f 

the agency.

(d) The agency is created by a written agreement among the public 

utilities forming the agency. Each public utility forming the agency shall adopt 

the terms o f the agreement by ordinance or resolution. Subject to (c) o f  this 

section, the agreement establishing the agency may define the powers, 

functions, and activities o f  the agency, and specify the means by which they 

shall be performed. The agreement may establish the rights and 

responsibilities o f the public utilities that form the agency. I f  applicable, the 

agreement shall provide for

(1) apportionment between the public utilities forming the 

agreement o f  responsibility for providing finances to the expenses incurred in 

the performance o f the functions or activities;



(2) apportionment o f fees or other revenue derived from the 

functions or activities and the manner in which the revenue shall be accounted 

for;

(3) the transfer o f  personnel and the preservation o f employment 

benefits; and

(4) the rights o f the public utilities forming the rgency to 

terminate the agreement, subject to (e) o f  this section, including resolving 

disputes i f  the public utilities are unable, upon termination o f  the agreement, to 

agree on the transfer o f  personnel or the division o f assets and liabilities 

between the parties to the agreement.

(e) The public utilities forming the agency shall pledge and agree with the 

holders o f revenue bonds or other financing secured under this section, 

including with a state entity that provides financing, that the public utilities and 

the agency w ill not terminate the agency or tak.e any other action that would 

limit or alter the rights and powers vested in the agency by this section to fulfill 

the terms o f a contract made by the agency with the holders and that the public 

utilities and the agency w ill not in any way impair the rights and remedies o f 

the holders until the bonds or other financing secured under this section, 

together with the interest on them with interest on unpaid installments o f  

interest, and all costs and expenses in connection with an action or proceeding 

by or on behalf o f  the holders are fully met and discharged. The agency may 

include this pledge and agreement ot the public utilities and the agency, insofar 

as it refers to holders o f bonds o f the agency, in a contract with the holders 

and, insofar as it relates to a state entity, in a contract with the state entity.

(f) Only to the extent any o f  the public utilities forming the agency is 

subject to the particular tax is the agency subject to state and local ad valorem, 

income, or excise taxes that may be assessed or levied against property, assets, 

income, and receipts o f the agency, or the electric cooperative tax

(AS 10 .25 .540- 10.25.570).

(g) A  loan, investment, or other financial aid provided to the agency by 

the state or any political subdivision o f the state does not constitute a violation 

o f AS 37.10 .085.

(h) In this section,

( 1)  "agency" means a joint action agency formed under this

section;



(2) "public utility" has the meaning given the term in 

AS 42.05.990;

(3) "state entity" means a state department, authority, or other 

administrative unit o f  the executive branch o f  state government.

* Sec. 9. The uncodified law  o f the State o f A laska is amended by adding a new 

section to read:

IN TER IM  DETERM INAT IO N  OF AM OUNTS A V A IL A B L E  FOR 

APPRO PR IAT IO N . Notwithstanding AS 42.45.080(c) and AS 42.45.085, enacted by 

sec. 3 o f  this Act, the amount available for appropriation from the power cost 

equalization endowment fund (AS 42.45.070) shall be determined as follows:

( 1)  for fiscal year 2002. the amount that may be appropriated from the 

fund is seven percent o f  the market value o f  fund on February 1 . 200 1.

(2) for fiscal year 2003 through the fiscal year that follows the closing 

date o f  the sale o f the four dam pool hydroelectric project under the memorandum o f 

understanding, the amount that may be appropriated from the fund is seven percent o f  the 

market value o f  the fund on February 1 o f  the prior fiscal year.

(3) For subsequent fiscal years, the commissioner shall exclude the time 

and market value o f  the fund before the closing date o f  the sale o f  the four dam pool 

hydroelectric project in making the determination required under A S  42.45.080(c).

(4) The definitions contained in sec. lOfd) o f this Act apply to the terms 

used in this section.

* Sec. 109 . The uncodified law o f the State o f A laska is amended by adding a new 

section to read:



LEG IS LA T IV E  AUTHORIZAT ION  TO C O N VEY , (a) Notwithstanding 

A S  44.83.396, the joint action agency to be formed by the purchasing utilities may 

purchase, and the A laska Energy Authority may sell, the four dam pool hydroelectric 

project under the memorandum o f understanding.

(b) The A laska Industrial Development and Export Authority may issue bonds or 

otherwise extend financing to the joint action agency to be formed by the purchasing 

utilities, for the purposes and upon the terms set out in the memorandum o f 

understanding. The total principal amount o f the bonds and other financing provided by 

the authority under this subsection may not exceed $ 110 ,000,000.

(c) The Department o f Community and Economic Development and the A laska 

Energy Authority may modify and amend the loan agreement and note to

( 1)  suspend the enforcement o f rights and obligations, including payment 

obligations, under the loan agreement and note; and

(2) fully release, extinguish, and retire the debt and all other rights and 

obligations under the loan agreement and note, and cancel the note, upon completion o f 

the purchase and sale o f  the four dam pool hydroelectric project under the memorandum 

o f understanding.

(d) In this section,

( 1) "A laska Energy Authority" means the A laska Energy Authority 

created in A S  44.83, successor in interest to the A laska Power Authority;

(2) "A laska Power Authority" means the former A laska Power Authority;

(3) "authority" means the former A laska Power Authority;

(4) "Copper Valley" means Copper Valley Electric Association, Inc., a 

cooperatively owned electric utility serving the communities o f Valdez, G lennallen, and 

environs;

(5) "department" means the former Department o f  Commerce and 

Econom ic Development;

(6) "Department o f Commerce and Economic Development" means the 

former Department o f Commerce and Economic Development;

(7) "Department o f Community and Economic Development" means the 

Department o f Community and Economic Development, successor to the department;

(8) "four dam pool hydroelectric project" means the Tyee Lake, Swan 

Lake, Solomon Gulch, and Terror Lake hydroelectric facilities owned and administered 

by the A laska Energy Authority under AS 44.83.396;

(9) "joint action agency" means an agency formed under AS 42.45.310 , 

enacted by sec. 8 o f this Act;



(10 ) "Ketchikan" means the City o f  Ketchikan, doing business as 

Ketchikan Public Utilities, a municipally owned utility serving Ketchikan and environs;

( 1 1 )  "Kodiak" means the Kodiak Electric Association, Inc., a 

cooperatively owned electric utility serving the Borough o f Kodiak;

(12 ) "loan agreement" means the loan agreement effective October 28, 

1985, between the State o f  A laska, Department o f  Commerce and Econom ic 

Development and the A laska Power Authority regarding a loan from the power 

development revolving loan fund to the A laska Power Authority regarding the four dam 

pool hydroelectric project;

(13 ) "memorandum o f understanding" means the memorandum o f 

understanding dated April 1 1 ,  2000, between the A laska Energy Authority and Copper 

V a lley , Ketchikan, Kodiak, Petersburg, and Wrangell for the purchase and sale o f  the 

four dam pool hydroelectric project;

(14) "note" means the Promissory Note, dated February 13 , 1986, which 

reflects the authority’ s obligation to pay the department related to the loan agreement;

(15) "Petersburg" means the City o f Petersburg, doing business as 

Petersburg Municipal Power and Light, a municipally owned electric utility serving 

Petersburg and environs;

( lo ) "purchasing utilities" means Copper V a lley , Ketchikan, Kodiak, 

Petersburg, and Wrangell;

(17) "Wrangell" means the City o f  Wrangell, doing business as Wrangell 

Municipal Light and Power, Light Department, a municipally owned electric utility 

serving Wrangell and environs.

* Sec. 1110. AS 42.45.050 is repealed.

* Sec. 1211. AS 42.45.070{a}(feX4) and AS 44.83.398 are repealed.

* Sec. 13 12 . (a) Section 4 o f this Act takes effect only i f  the memorandum o f 

understanding between the A laska Energy Authority and the purchasing utilities dated 

April 1 1 ,2 0 0 0  is terminated before the closing date o f  the sale o f  the four dam pool 

hydroelectric project under that memorandum o f understanding.

(b) I f  sec. 4 o f  this Act takes effect under (a) o f  this section, sec. 4 o f this Act 

takes effect on the date o f termination o f the memorandum o f  understanding descr :d in

(a) o f  this section. The executive director o f the A laska Energy Authority shall certi.V 

the date o f termination o f  the memorandum o f understanding to the lieutenant governor 

and the revisor o f statutes.

* Sec. 1442. (a) Section 1214 -o f this Act takes effect only i f  the A laska Energy 

Authority and the jo int action agency to be formed by the purchasing utilities under



AS 42.45 .310 , enacted by sec. 8 o f tliis Act, complete the purchase and sale o f  the four 

dam pool hydroelectric project as described in the memorandum o f  understanding dated 

April 1 1 ,2 0 0 0 .

(b) I f  sec. 14 -of l2  o f  this Act takes effect under (a) o f  this section, sec. 12  44-of 

this Act takes effect on the day after the closing date o f  the sale o f  the four dam pool 

hydroelectric project under the memorandum o f  understanding dated April 1 1 ,  2000. The 

executive director o f  the A laska Energy Authority shall certify the closing date o f  the sale 

to the lieutenant governor and the revisor o f statutes.

* Sec. 15 14 . Section 7 o f this Act takes effect Ju ly  1 ,  2002.

*  Sect 1 5 .  Section 10  o f  th isA ct-takes-effect Ju ly  2 ,-2000.-
—* Sec. 1 6 .  fstet.l* Sec. 1 6 . -Except as provided in secs. 13 - 1 5  42 —12  o f  this Act, this 
Act takes effect Ju ly  1,2000 .
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Endowment Fund Earnings = 7.0% 
PCE Fund Earnings = 6.0%
PCE Expenditure = $15.7 Million

P O W E R  C O S T  E Q U A L I Z A T I O N  

( F Y  2 0 0 1  -  S u b s e q u e n t  Y e a r s )

Deposit
Date

Fiscal
Year
2000 2001 2002 2003 2004 2005 2006 2007 2008

Subsequent
Years

Endowment Fund
SE Intertie PPF Appropriation 
Four Dam Pool Debt Service 
Four Dam Pool Sale

7/1/00
8/1/01

12/31/01

19,500
9,000

81,000

Mkt Value Increase for Fiscal Year 
Transfer to PCE Fund

1,410
1,422

4,880
7,776

7,706
7,771

7,701
7,706

7,700
7,703

7,700
7,702

7.700
7.700

7.700
7.700

7.700
7.700

Balance -- End of Fiscal Year 19,488 106,592 106,526 106,521 106,518 106,516 106,516 106,516 106,516

Deposit
Date

Fiscal
Year
2001 2002 2003 2004 2005 2006 2007 2006 2009

Subsequent
Years

PCE Fund
Carryforward
Carryforward
Four Dam Pool Debt Service 
Transfer from Endowment Fund 
Earnings -  PCE Fund 
AIDEA Dividend or Other Funds

8/1/00
7/1/00
8/1/00

8,000
10,500

606

3,406

1,422
461

10,411

7,776
461

7,462

7,771
461

7,467

7,706
461

7,533

7,703
461

7,536

7,702
461

7,537

7,700
461

7,538

7.700
461

7,539

7,700
461

7,539

Available for PCE Expenditure 19,106 15,700 15,700 15,700 15,700 15,700 15,700 15,700 15,700 15,700

PCE Expenditure 15,700 15,700 15,700 15,700 • 15,700 15,700 15,700 15,700 15,700 15,700

4/13/00



M e m o ra n d u m  o f U n d e rs ta n d in g

This Memorandum of Understanding ("MOU”) is entered into this 1 1 t h  d a y
o f April, 2000 , betw een the Purchasing Utilities and the A la sk a  Energy Authority
(“A E A ”).

R ecita ls

A . A EA  is the owner o f the Sw an L ake  Hydroelectric Project, the L ake  T y e e  
Hydroelectric Project, the So lom on Gulch Hydroelectric Project and the 
Terror L ake  Hydroelectric Project, co llective ly  referred to a s  the Four Dam 
Pool projects (the “Projects").

B . Pow er from the Pro jects is sold by A EA  to the City o f Ketch ikan , the City 
o f W rangell, the City o f Petersburg , Copper V a lley  E lectric A sso c ia tion , 
Inc., and Kodiak Electric A ssoc iation , Inc. (co llective ly the "Purchasing 
Utilities") pursuant to the Long-Term  Pow er S a le s  A greem en t betw een  the 
Purchasing Utilities and A EA  effective O ctoher 28 , 19 85  (the "P SA ”).

C . Under the P SA , the S tate  o f A la sk a  ("State") h a s  substan tia l risks related 
to the projects including the risk o f uninsured facility fa ilures, d e fic ien c ie s  
in the R&R fund for the Projects and the risk o f design  de fic ien c ie s . T he 
S tate  a lso  b ears the risk of d e c re a sed  power s a le s  from the projects. T he 
P SA  permits the Purchasing Utilities to withhold som e or all of the S ta te 's  
revenues if n e ce ssa ry  to fund S tate  ob ligations under the P SA .

D. A EA  and the Purchasing Utilities h ave  negotiated  provisions under which 
the S tate , by and through AEA , would se ll the P ro jects to a joint action 
ag en cy  ("Agency”) to be formed under A S  42 .45 .300 , w ho se  board is 
so le ly  appointed by the Purchasing Utilities (the “Purchaser").

E . Currently, a portion of the S tate  revenue from the Four Dam Poo l en erg y  
s a le s  is a llocated  for funding o f the S ta te ’s  Pow er Cost Equalization 
Program ("PC E ”). The parties a g re e  that the s a le  o f the P ro jects is 
e xp ress ly  conditioned on the p roceed s o f the s a le , together with certain 
other funds described  herein , being u sed  by the S ta te  to estab lish  an 
endowm ent for the long-term funding o f the P C E  program (the "P C E  
Endowment”).

F . S a le  of the Pro jects in acco rd an ce  with this MOU will provide the S ta te  
with fair va lu e for the P ro jects , re lieve the S ta te  o f substan tia l risks related 
to the Pro jects and allow  for the estab lishm en t o f the PC E  Endowm ent. 
S a le  of the Pro jects a llow s the Pro jects to be owned and operated by the 
local utilities and communities they w ere  originally intended to benefit and 
allows the revenues from the Pro jects to be u sed  for the benefit o f the 
Projects.

M emorandum o f  Understanding
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G . S a le  o f the Pro jects , will require, am ong other things, the enactm en t o f 
legislation approving the s a le  and the enactm en t of such  leg islation and 
appropriations a s  are n e c e ssa ry  to estab lish  the P C E  Endowm ent 
contem plated herein , approval o f the A E A  board of directors, app rova l o f 
the governing bod ies o f the Purchasing  Utilities, authorization by the S ta te  
Legislature for the A la sk a  Industrial D evelopm ent and Export Authority 
(‘'AIDEA") to provide financing for the s a le  and approval by the A ID EA  
board o f directors o f such  financing.

H. T he developm ent, construction, m a in tenan ce and operation o f the 
S ou th ea st Intertie by the Pu rch aser will permit the s a le  o f e x c e s s  power 
generated  by the Pro jects and will, b e  an  important com ponent in the 
deve lopm ent o f the electric system  in S ou th ea s t A la sk a . Formation o f the 
Pu rch aser a s  an A gen cy  requ i/es an am endm ent to A S  42 .45 .300  that will 
provide the b asis for the P u rch ase r 's  financing , acquisition , pu rch ase , 
construction, operation and m ain tenan ce  o f the P ro jects and the 
Sou th east Intertie.

I. This MOU is intended to se t forth the principal terms and cond itions under 
which the S tate , by and through A EA , would se ll the P ro jects to the 
Purchaser. The parties intend that th is MOU be incorporated into 
legislation to be subm itted to the A la sk a  S ta te  Leg islature authorizing the 
s a le  of the P ro jects , A ID EA  financing for the s a le , and the estab lishm en t 
o f the PC E  Endowment.

NOW , T H E R E FO R E , in e x ch an g e  for the mutual prom ises contained herein and 
for other consideration the receipt and ad eq u a cy  o f which is h ereby 
acknow ledged , the parties ag ree  a s  fo llow s:

1 .  S a le  o f P ro jects . The S ta te  o f A la sk a , by and through A EA  will se ll the 
Pro jects , together with the uncommitted b a lan ce  a s  of the C losing D ate o f 
the Project R& R  fund, to the P u rch ase r  for a  pu rchase price o f $73 million 
("Purchase Price"). The pu rchase price sha ll be p ayab le  to the S ta te  in 
c a sh  at the closing o f the transaction (the "C losing") which will occur on or 
before D ecem ber 3 1 ,  2 0 0 1 , u n le ss  that d ate  is extended  by mutual 
agreem ent o f A EA  and the P u rch a se r  ("C losing Date"). The P u rch a se  
Price m ay be increased  a s  d escrib ed  in Section  6 below . The P u rch a se  
Price shall be used  by the S tate  to fund the P C E  Endowm ent.

2 . Estab lishm ent of PC E  Endow m ent. A s  an integral part o f the s a le  
transaction contem plated herein , the S ta te  sha ll e stab lish  the P C E  
Endowment to provide for long-term funding o f the P C E  program . A s  a  
condition of the s a le  o f the P ro jects , the parties a g re e  that all p ro ceed s 
rece ived  from the S ta te  from the s a le  o f the P ro jects together with certain

Memorandum of Understanding
Page 2 o f7



other funds m ade a va ilab le  to the S tate , a s  more particu larly d e sc r ib ed  
herein , shall b e utilized to fund the P C E  Endowment.

3. Assumption o f R is k s /R e le a s e  o f S ta te . At the C losing , the P u r c h a s e r  sh a ll 
a s sum e  all risks related to the Pro jects o f every  kind or nature and 
whether known or not. At the C losing , the S tate  and A E A  sh a ll b e  fully 
re lea sed  by the Purchasing  Utilities and the Pu rch aser from all liab ilities, 
c laim s, e xp en se s  and ownersh ip  risks of w hatever nature re lating to the 
P ro jects , including, without limitation, an y  liabilities, c la im s , e x p e n s e s  and 
ownership risks under the P S A  and  the Insurance A greem en t.

4. Debt Serv ice  P aym en ts Pend ing  C lo s e . The Purchasing  Utilities sh a ll be 
obligated to continue m aking the paym ents to the S ta te  requ ired pursuant 
to section 5(e) o f the P S A  (the "Debt Serv ice  P a ym en ts ’’) for p ow er so ld  
from the Projects pending the C losing o f the transaction . Notw ithstanding 
the forgoing, if the s a le  is consum m ated , the Purchasing  Utilities sn a il not 
be required to m ake Debt S e rv ic e  Paym en ts for pow er so ld  from the 
projects for the period from Ju ly  1 ,  2 00 1 through the e a r lie r  o f (i) the 
C losing Date or (ii) D ecem ber 3 1 ,  2 0 0 1 . The requ ired D ebt S e rv ic e  
Paym en ts shall not b e  sub ject to the right o f the Pu rch as in g  Utilities to 
withhold som e or all o f the Debt S e rv ice  P aym en ts pursuant to sec tion  
6(a) of the P SA  ("Se lf Help Right"). The entire amount o f the D ebt S e rv ic e  
Paym en ts m ade by the Pu rchasing  Utilities sha ll b e u sed  by th e S ta te  for 
the benefit o f PC E . Sub ject to paym ent by the Pu rch as in g  Utilities o f the 
Debt S erv ice  P aym en ts required pursuant to this S ec tion , concurren t with 
the C losing , the b a lan ce  o f the Initial Project R e v en u e  Fund sh a ll be 
re lea sed  to the Pu rchaser .

5. Insurance Agreem en t and S ta te  In surance Fund . A E A  and  the 
Purchasing Utilities h a v e  en tered  into an Am ended  A g reem en t for the 
Satisfaction of In su rance P aym en t Obligation and C oncern in g  R isk  
A llocation dated Ju n e  23 , 1994  a s  am ended  Ju ly  30, 19 9 9  (the " In su ran ce  
Agreem en t”). The In su rance A greem en t sha ll b e e x ten d ed  by A E A  and 
the Purchasing Utilities through the C losing D ate upon th e s am e  term s 
and conditions a s  currently ex is t including the requ irem ent for the 
Purchasing Utilities to p ay  to A EA  the full Annual P aym en t Am ount on Ju ly  
1 ,  2000 and aga in  on Ju ly  1 ,  2 0 0 1 . A EA  shall e ither (i) upon th e C lo sing , 
a ss ign  to the Pu rch ase r  all in su rance po lic ies p u rch ased  by A E A  with 
respect to the P ro jects if su ch  ass ignm en t is perm itted under th e po lic ies , 
or (ii) pay to the P u rch ase r , upon receipt by A E A , the am oun t o f an y  
premium rebates rece ived  by A EA  with respect to the e a r ly  can ce lla t io n  o f 
such  policies.

A EA  currently ho lds an  In su rance  Fund for sp ec ified  P ro ject pu rp o ses . 
Concurrently with the C lo sing , the uncommitted b a la n c e  o f the In su ran ce
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Fund sha ll be re lea sed  and sha ll b e  u sed  by the S ta te  to fund the P C E  
Endowment.

6. Adjustm ent to Pu rch ase  P r ice . In the even t that the sum  o f (i) the Debt 
S e rv ice  Paym en ts received by the S ta te  for power so ld  from Ju ly  1 ,  19 99 , 
through Ju n e  30, 2 0 0 1 , pursuant to Section  4 o f this MOU, and (ii) th e 
amount of the Insurance Fund r e le a sed  under Section  5 o f th is MOU, 
(such sum  is referred to herein a s  the "Additional Fund s”) is le s s  than $32  
million, the Pu rch ase  Price sh a ll b e  in creased  by an am ount equ a l to the 
d ifference betw een $32 million and the Additional Funds.

7 . S ou th east Intertie Loan Funds/C red it. $20  million ("Intertie Loan  Funds") 
h as previously b een  appropriated to the power project fund to be u sed  for 
a low interest loan for the p roposed  transm ission  intertie betw een  the 
T yee  L ake  Hydroelectric project and  Ketch ikan (the “S ou th ea s t Intertie"). 
The parties ag ree  that, a s  an integral part o f the transaction contem p lated  
herein , effective no later than Augu st 1 ,  2000 , the Intertie Loan  Fund s 
sha ll be re lea sed  and be u sed  by the S ta te  to fund the P C E  Endowm ent. 
In recognition o f the re le a se  o f the Intertie Loan  Funds, at C losing , th e 
Pu rch aser shall be provided a credit ag a in st the P u rch a se  P r ice  o f $5  
million. The Pu rchaser shall b e ob ligated  to im m ediately p a y  the S ta te  an  
additional $5 million a s  repaym ent o f the credit provided in this S ec tion  if 
(i) the Pu rchaser abandon s efforts to com p lete the S o u th ea s t Intertie or (ii) 
within 5 yea rs following the date  o f this MOU the Pu rch ase r  h a s  not 
provided A IDEA  with an approved fin an ce plan dem onstrating comm itted 
funds sufficient to com plete the S ou th ea s t Intertie or (iii) field construction 
of the Sou th east Intertie is not com m enced  within 10  y e a r s  follow ing the 
date of this MOU.

8. A ID EA  F inancing . The A la sk a  Industrial D evelopm ent and Export 
Authority ("AIDEA") shall be authorized to provide pu rch ase  financing to 
the Purchaser. The A ID EA  financing , which sha ll be sub ject to the 
approval o f the A ID EA  board, sh a ll b e at an interest rate o f 6 .5% . T h e  
A ID EA  financing shall be on su ch  term s and cond itions a s  would b e 
typical for a sim ilar transaction fin anced  by the is su an ce  o f publicly issu ed  
bonds, including provisions for typ ical debt se rv ic e  and other project 
re se rves . A IDEA  shall rece ive  su ch  security a s  is n e c e s s a r y  to prudently 
secu re  the A ID EA  financing including, without limitation, a  first lien on th e 
Pro jects and related a s s e t s . T he Pu rchasing  Utilities sha ll b e required to 
subordinate any and all rights o f the Purchasing  Utilities, including th o se  
under the P SA , to the A ID EA  lien . T he A ID EA  financing sha ll b e in an  
amount sufficient to provide fund s to the P u rch aser for the P u rch a se  
Price , required debt serv ice  re se rv e  funds and up to $20  million in 
reason ab ly  n e c e ssa ry  project re se rve  funds.

M em orandum  o f  Understanding
Page 4 o f 7



In addition to the pu rch ase  financing describ ed  ab o ve , sub ject to A ID EA  
board approval, A ID EA  sha ll b e authorized to provide an add itional $5  
million in financing (upon the s am e  term s and conditions a s  the p u rch a se  
financing). The p ro ceed s o f su ch  additional financing m ay on ly b e  u sed  
by the Pu rch aser to (i) provide fund s to the Pu rch aser to partially fund 
construction of the S ou th ea s t Intertie but only if field construction o f the 
Sou th east Intertie is com m enced  within 10  y e a rs  following the d a te  o f th is 
MOU or (ii) to repay the S ta te  for the credit provided in S ection  7 h e reo f in 
the even t such repaym ent is requ ired in a cco rd an ce  with S ection  7 .

The total amount of financing to b e  provided by A ID EA  pursuan t to th is 
Section  shall not e x c e e d  $ 1 1 0  million.

9. Required R ep a irs . A E A  sh a ll com p lete in a  satisfactory m ann er th o se
repairs previously identified and currently underway at the Sw an  L a k e  and  
Terror L ake  projects. With the excep tion  o f the identified repairs s e t  forth 
in this Section  and th o se  rep a irs  for which A EA  is respon sib le  under the 
Insurance A greem en t, pend ing the C losing , A EA  shall not b e re sp on s ib le  
for an y  other repairs to the P ro jec ts , su ch  repairs to be the responsib ility  o f 
the Purchasing Utilities.

10 . Support for F ed era l Funding o f S ou th ea st Intertie. T h e K now le s
Administration, A E A  and  A ID EA  will support additional fed era l funding for 
the Sou th east Intertie through utilization of the G overnor 's O ffice in 
W ashington , D .C . T h e  G overnor will provide written support to th e 
Congressiona l D elegation  for su ch  federa l funding and the G ove rn o r ’s  
W ashington , D .C . O ffice will coord inate its support efforts with th o se  o f the 
Purchasing Utilities.

1 1 .  C losing Conditions. T h e C losing sh a ll b e  conditioned on the app rova l o f
the S tate Leg islature on or b efo re  August 1 ,  2000 , o f leg is la tion
authorizing the s a le  o f the P ro jec ts , o f su ch  leg islation and appropriations 
a s  are n e ce ssa ry  to estab lish  the P C E  endowm ent con tem p lated  here in , 
o f legislation authorizing A ID EA  to provide the financing d escr ib ed  herein , 
and o f such leg islation a s  m ay  be n e c e s s a r y  to allow  for the e stab lishm en t 
o f the Pu rch aser a s  a  leg a l entity , and the en actm en t of all su ch  
legislation . The C losing sha ll a ls o  b e  cond itioned upon the app rova l o f the 
AEA  board o f d irectors, the app rova l o f the govern ing b od ie s o f the 
Purchasing Utilities, the app rova l by the A ID EA  board o f d irectors o f the 
financing describ ed  herein , the leg a l estab lishm en t o f the P u rch ase r , and  
the receipt o f an y  additional app rova ls  a s  m ay be required to transfer to 
the Pu rch aser the P ro jects and an y  required lic e n se s , perm its, rights of 
w ay, and land in terests.

12 . Integrated A g reem en t, A E A  and the Pu rchasing  Utilities a g re e  that all 
provisions o f this MOU a re  e s sen t ia l e lem en ts o f the transaction
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contem plated herein . In the even t that any provision o f this MOU is not 
approved by the S ta te  Leg is la tu re or by the govern ing b od ie s  o f A EA , 
A ID EA  or the Purchasing  Utilities, the s a le  transaction  contem p lated  
herein shall not be consum m ated .

13 . Termination R ights . T he Purchasing Utilities sha ll h a v e  the right to 
term inate the pu rch ase  o f the Pro jects at any time prior to C losing if the 
Pu rch ase  Price is in c rea sed  ab o v e  $73 million or if o ther m ateriai lo s s e s  
occur to the P ro jects which would, in t.he ab sen c e  o f th is MOU, b e  S ta te  
responsib ilities under the P SA . Notice of term ination pursuant to this 
Section shall b e m ad e  in writing and shall b e e ffective  upon receipt by 
A EA . E ffective upon term ination, the Purchasing Utilities S e lf  Help R ight 
sha ll be reinstated , the P S A  sha ll be in full force and e ffect, and  this MOU 
shall be term inated.

14 . B e st Efforts. The Pu rchasing  Utilities and A EA  shall u s e  their b est efforts 
to obtain the app rova ls o f their govern ing bod ies and the S ta te  Leg is la tu re 
and to satisfy  the other C losing Conditions d escrib ed  in th is MOU.

15 . Authority of P arties E xecu tin g . The individuals execu tin g  this MOU on 
beha lf o f the Pu rchasing  Utilities h ave  b een  duly au thorized  by the 
Purchasing Utilities to e x e cu te  this MOU on their b eha lf . T h e  individual 
executing this MOU on b eh a lf o f the A EA  is its E xecu tiv e  D irector and is 
duly authorized to e x e cu te  this MOU on b eha lf o f A EA .

16 . Definitive A greem en t. Upon the enactm ent o f the leg islation  contem p lated  
in this MOU, the parties shall e xecu te  a  definitive p u rch ase  and s a le  
agreem ent incorporating the term s of this MOU related to the s a le  o f the 
Projects and such  other term s and conditions a s  m ay  be n e c e s s a r y  to 
consum m ate s a le  o f the P ro jects a s  contem plated herein .

17 . Further A ction s. A EA  and the Purchasing Utilities sh a ll ta k e  su ch  further 
actions and e x e cu te  su ch  other docum ents a s  m ay be n e c e s s a r y  to 
further the intent o f this MOU.

W H E R E FO R E  the parties h ave  execu ted  this A g reem en t a s  o f the 
date first written ab o ve .

byTD. R andy b in m o n s  
Execu tive D irector
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The City o f Petersburg ,
dba Petersburg Municipal Pow er and Light

Jy iu e n n is  C. L ew

The City o f W rangell
db a W rangell Municipal Light and Pow er

by: W illiam B .'P n v e fT

The City o f Ketch ikan , 
dba Ketch ikan P tJb jic  Utilities

by: Tom  Friesen

Copper V a lley  E lectric A ssoc ia tion , Inc.
0

by: Robert A . W ilkinson

Kod iak E lectric A sso c ia t ion , Inc.

C

by: W alter S app
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To m  K m ih i i n
Cii •'«! KM >K

S t a t e  o f  A l a s k a
Oiiiu or mi G'ai rnor 

J i  \r..u

April 11, 2000

The Honorable Brian Porter 
Speaker of the House 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear Speaker Porter:

This bill I am introducing today implements the terms of a Memorandum of 
Understanding (MOU) between the Alaska Energy Authority (AEA) and several Alaska 
communities and utilities served by the Four Dam Pool projects for the sale of those 
hydroelectric facilities. This sale represents years of hard work by AEA and the local 
utilities and meets the three principles essential to a successful agreement:

1) The sale must return fair value to the state for its assets and meet sound 
business practices as judged by the AEA;

2) The sale must benefit Alaska communities and their ratepayers through local 
control and economic development opportunities;

3) Proceeds from the sale must be used to provide long-term funding of the Power 
Cost Equalization (PCE) program.

This bill authorizes the sale of the Four Dam Pool to the purchasing utilities pursuant to 
the MOU. The Alaska Industrial Development & Export Authority (AIDEA) is 
authorized to provide financing for the sale, not to exceed $110 million. It also 
authorizes a 'joint action agency'’ to enable the new utility pool to operate and issue 
bonds.

To receive the sale proceeds for long-term PCE funding, an endowment fund is 
established under the management of the Department of Revenue. Seven percent of 
endowment eamings will be used annually to fund the PCE program. Other funds, such 
as the securing of federal funds, may also be placed in the endowment.



The Honorable Brian Porter 
April 11,2000 
Page 2

Any shortfall in funding the $15.7 million PCE piogram from endowment earnings 
would be met through a portion of the AIDEA annual dividend, not to exceed $9 million 
annually.

Although lime in this session may be short, the opportunity to culminate years of 
negotiations, to provide financial benefit to the state and local communities, and to create 
a mechanism for long-term funding of PCE cannot be lost. I urge your prompt 
consideration of this landmark piece of legislation.

Sincerely,



LEG AL SERVICES

Slate Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R  A lN D U M April 1 4, 2000

S U B JE C T : Four clam pool sale (CSHB 446(FIN))

TO : Representative Gene Therriaull
Attn: M ike Tibbies

F R O M : JjU  jn  Teresa B. Cramer
Legislative Counsel

DIVISION OF LEGAL AND R ESE A R C H  SERV IC ES 
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 
Mail Stop 3101

You have received a draft CSHB 446(FIN). The CS adds a subsection (b) to appropriate 
future receipts for the sale o f  power from the four dam pool hydroelectric facilities. Section 
4(b) reads:

(b) An amount equal to the payments for the sale o f power, to be made to the 
stale by the purchasing utilities under the memorandum o f  understanding 
dated April 1 1 ,  2000, received alter June 30, 2001 , is appropriated from 
corporate receipts o f  the A laska Energy Authority to the power cost 
equalization endowment fund (AS 42.45.070).

Because this subsection makes an appropriation that is executed over a series o f  years, it is 
possible that the bill may be construed as making a continuing appropriation. One superior 
court in Anchorage has found continuing appropriations to be an unconstitutional dedication 
o f funds. (Trustees for Alaska v. State, Superior Court, Third Judicial District, Anchorage, 
(3AN-S4-12053 Civ)) The court's reasoning is unclear, but the decision was not appealed 
and remains the only judicial decision regarding continuing appropriations. The applicability 
o f  the Trustees case to this bill is undeterminable because the basis on which ihc Trustees 
court made its decision was not adequately discussed in the record o f  the case.

Please also note that the provisions o f  sec. 14(a)(3) appear to be intended to Iasi indefinitely 
into the future. I f  that's the case, we should add it to the codified law instead o f placing it 
here. Let me know i f  it needs changing.

TC:jdr 
00- i 63.jdr
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CS FOR HOUSE BILL NO. 446(FIN)

IN  THE LEG ISLATU RE OF THE STATE OF A LA SK A

TW ENTY-F IRST  LEG ISLATURE - SECOND SESSION

BY T H E  H O U SE FINANCE COM M ITTEE

Offered:
Referred:

S p o n so rs): H O U SE RULES COM M ITTEE BY REQ U EST O F TH E GOVERNOR

A BILL

FOR AN ACT ENTITLED

"An Act establishing and relating to the power cost equalization endowment fund;

relating to the power cost equalization and rural electric capitalization fund;

authorizing and relating to the sale of the four dam pool hydroelectric project;

establishing and relating to joint action agencies created to purchase power

projects; and providing for an effective date."

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

* Section 1. The uncodified law o f the State o f A laska is amended by adding a new 

section to read:

F IN D IN G S . The legislature Finds that

( 1)  adequate and reliable electric service at affordable rates is a necessary 

ingredient o f a modern society and a prosperous developing economy;

(2) at the current stage of social and economic development in the state, direct 

participation by the state is necessary to assist in keeping rates in high-cost service areas to

-1- CSHB 446(FIN)
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affordable levels;

(3) providing a long-term, stable financing source for power cost equalization 

will permit and encourage the electric utility industry and its lenders to develop plans, make 

investments, and take other actions that are necessary or prudent to provide adequate and 

reliable electric service at affordable rates and to meet the health and safety needs o f residents 

o f the state;

(4) revenue that was anticipated to be generated from the state-owned four dam 

pool hydroelectric project under the existing power sales agreement and that the legislature 

intended to provide a long-term source of financing for power cost equalization will no longer 

be availab le upon the sale o f the four dam pool project;

(5) the proposed sale under the memorandum of understanding dated April 1 1 ,  

2000, provides the state with fair value for the four dam pool hydroelectric project, relieves 

the state o f the significant financial risks and obligations with respect to the project, and 

provides a long-term, stable financing source for power cost equalization; and

(6) establishment o f joint action agencies under this Act and the sale o f the 

four dam pool hydroelectric project to the joint action agency to be formed by the four dam 

pool local public utilities ensure local control o f power generation resources necessary for a 

healthy economy and benefit the communities and their ratepayers by providing for stable 

energy rates.

* Sec. 2. AS 42.05.431(c) is amended to read:

(c) Notwithstanding (b) of this section,

(1) a wholesale agreement for the sale of power from a project licensed 

by the Federal Energy Regulatory Commission on or before January 1 , 1987, and 

related contracts for the wheeling, storage, regeneration, or wholesale repurchase of 

power purchased under the agreement, entered into between the A laska Energy 

Authority and one or more other public utilities or among the utilities after October 3 1, 

1987, and before January 1 , 1988, and amendments to the wholesale agreement or 

related contract, and the wholesale agreement or related contract assigned by the 

A la sk a  En erev Authority to a joint action agency formed under AS 42.45.310 that 

purchases the project from the A laska Energy Authority, are not subject to review 

or approval by the commission until all long-term debt incurred for the project is

WORK DRAFT WORK DRAFT 1-GH2082VD
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retired, or. for a wholesale agreement or related contract assigned to a  joint action 

agency formed under AS 42.45.310. until a ll long-term debt incurred to pav the 

purchase price to the A laska  Energy Authority is retired : and

(2) a wholesale agreement or related contract described in (1) o f this 

subsection may contain a covenant for the public utility to establish, charge, and 

collect rates sufficient to meet its obligations under the contract; the rate covenant is 

valid and enforceable.

* Sec . 3. AS 42.45.040 is amended to read:

Sec. 42.45.040. Southeast energy fund. The Southeast energy fund is 

established as a separate fund. The fund consists o f money transferred to it under 

former AS 42.45.050. The authority may make grants from the Southeast energy fund 

to utilities participating in the power transmission intertie between the Swan Lake and 

Tyee Lake hydroelectric projects for power projects, for repayment o f loans, and for 

payments on bonds.

* Sec. 4. AS 42.45 is amended by adding new sections to read:

A rtic le 1A . Power Cost Equalization Endowment Fund .

Sec. 42.45.070. Power cost equalization endowment fund established, (a) 

The power cost equalization endowment fund is established as a separate fund of the 

authority. The fund consists of

(1) legislative appropriations to the fund that are not designated for 

annual expenditure for the purpose o f power cost equalization;

(2) accumulated earnings o f the fund;

(3) gifts, bequests, contributions o f money and other assets, and federal 

money given to the fund that are not designated for annual expenditure for power cost 

equalization; and

(4) payments received after June 30, 2001, for the sale o f power made 

to the state by the purchasing utilities under the memorandum of understanding dated 

April 1 1 ,  2000, between the Alaska Energy Authority and the purchasing utilities.

(b) Nothing in this section creates a dedicated fund.

(c) In this section, "memorandum of understanding" means the memorandum 

o f understanding dated April 1 1 ,  2000, between the A laska Energy Authority and
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Copper Valley, Ketchikan, Kodiak, Petersburg, and Wrangell for the purchase and sale 

o f the four dam pool hydroelectric project and any amendment to that agreement that 

substitutes appropriations of $20,000,000 from the state constitutional budget reserve 

fund established under art. IX , sec. 17 , Constitution of the State o f A laska, for 

appropriations from the power project fund (AS 42.45.010).

Sec. 42.45.080. Powers and duties of the commissioner o f revenue, (a) The 

commissioner o f revenue is the fiduciary o f the fund. In managing the fund, the 

commissioner shall

(1) have the same powers and duties as are provided in AS 37 .10 .07 1;

and

(2) invest the fund in a manner likely to achieve at least a seven 

percent nominal return over time.

(b) In managing the fund, the commissioner shall

(1) consider the status of the fund's capital and the income generated 

on both current and probable future bases;

(2) determine the appropriate investment objectives;

(3) establish investment policies to achieve the objectives; and

(4) act only in regard to the best financial interests o f the fund.

(c) On Ju ly  1 o f each year, the commissioner shall determine the monthly 

average market value of the fund for the previous three fiscal years.

Sec. 42.45.085. Use o f the power cost equalization endowment fund, (a) 

Seven percent o f the amount determined by the commissioner o f revenue on Ju ly 1 of 

each year under AS 42.45.0S0(c) may be appropriated for the following purposes:

(1) funding the power cost equalization and rural electric capitalization 

fund (AS 42.45.100);

(2) reimbursement to the Department o f Revenue for the costs of 

establishing and managing the fund; and

(3) reimbursement of other costs o f administration o f the fund.

(b) Nothing in this section creates a dedicated fund.

Sec. 42.45.099. Definition. In AS 42.45.070 •• 42.45.099, "fund" means the 

power cost equalization endowment fund established in AS 42.45.070.

WORK DRAFT WORK DRAFT 1-GH2082VD

CSHB 446(FIN) -4-
New Text Underlined [DELETED TEXT BRACKETED]



* Sec. 5. A S  42.45.070(a) is amended to read:

(a) The power cost equalization endowment fund is established as a separate 

fund o f the authority. The fund consists of

(1) legislative appropriations to the fund that are not designated for 

annual expenditure for the purpose o f power cost equalization;

(2) accumulated earnings o f the fund;

(3) gifts, bequests, contributions o f money and other assets, and federal 

money given to the fund that are not designated for annual expenditure for power cost 

equalization; and

(4) repayments o f principal and income that would have been 

deposited in the form er four dam pool transfer fund under form er A S  42.45.050

[PAYM EN TS REC E IV ED  A FTER  JU N E  30, 200 1, FOR THE SA L E  OF POW ER 

M AD E TO THE STATE B Y  THE PURCHASING  U T IL IT IES  U ND ER  THE 

M EM O RANDUM  OF UNDERSTAND ING  DATED A PR IL  1 1 ,  2000, BETW EEN  

THE A L A S K A  EN E R G Y  AUTHO R ITY AND THE PURCHASING  U T IL IT IES ].

* Sec. 6. AS 42.45.100(b) is amended to read:

(b) The fund shall be administered by the authority as a fund distinct from the 

other funds o f the authority. The fund is composed of

(1) money appropriated to provide power cost equalization to eligible 

electric utilities and to provide grants for utility improvements;

(2) money appropriated from the National Petroleum Reserve - A laska 

special revenue fund under AS 37.05.530(g);

(3) money appropriated from the power cost equalization 

endowment fund (AS 42.45.0701 under AS 42.45.085(a);

(4) gifts, bequests, [AND] contributions from other sources, and 

federa l m oney; and

(5) [(4)] interest earned on the fund balance.

* Sec. 7. AS 42.45.100 is amended by adding a new subsection to read:

(d) I f  the amount available to the fund under (b) of this section is less than 

$15,700,000 for a fiscal year, subject to appropriation, an amount necessary to cover 

the shortfall shall be deposited into the fund from the dividend made available under
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A S 44.88.088 by the board o f directors o f the A laska Industrial Development and 

Export Authority.

* Sec. 8. AS 42.45.100(d) is amended to read:

(d) I f  the amount available to the fund under (b) o f this section is less than 

$15,700,000 for a fiscal year, subject to appropriation, an amount necessary to cover 

the shortfall, up to the sum o f $9,000.000 for the fiscal year, shall be deposited into 

the fund from the dividend made available under AS 44.88.088 by the board o f 

directors o f the A laska Industrial Development and Export Authority.

* Sec. 9. AS 42.45 is amended by adding a new section to article 5 to read:

Sec . 42.45.310 . Acquisition o f power project, (a) Two or more public 

utilities that purchase power from a power project acquired or constructed as part of 

the former energy program for A laska and owned by the A laska Energy Authority 

under AS 44.83.396 may form a joint action agency under AS 42.45.300 and under 

this section to purchase the power project from the A laska Energy Authority if the 

purchase and sale o f project has first been authorized by law.

(b) The agency may

(1) acquire, own, operate, and manage one or more power projects or 

generating or transmission facilities; and

(2) participate in the design, development, construction, operation, and 

maintenance o f a generating or transmission facility.

(c) The agency is an instrumentality o f the public utilities that form the 

agency, but has a separate and independent legal existence from the public utilities. 

In addition to the powers authorized under AS 42.45.300, the agency has the power

(1) to adopt bylaws o f the agency;

(2) to sue and be sued;

(3) to carry out the authorized purposes o f the agency; and

(4) subject to (e) o f this section, to issue revenue bonds and secure 

financing that are not obligations of either the state or the public utilities that formed 

the agency to provide financing to carry out the authorized purposes o f the agency.

(d) The agency is created by a written agreement among the public utilities 

forming the agency. Each public utility forming the agency shall adopt the terms of
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the agreement by ordinance or resolution. Subject to (c) o f this section, the agreement 

establishing the agency may define the powers, functions, and activities o f the agency 

and specify the means by which they shall be performed. The agreement may 

establish the rights and responsibilities o f the public utilities that form the agency. I f  

applicable, the agreement shall provide for

(1) apportionment between the public utilities forming the agreement 

of responsibility for providing finances to the expenses incurred in the performance o f 

the functions or activities;

(2) apportionment o f fees or other revenue derived from the functions 

or activities and the manner in which the revenue shall be accounted for;

(3) the transfer of personnel and the preservation o f employment

benefits; and

(4) the rights o f the public utilities forming the agency to terminate the 

agreement, subject to (e) o f this section, including resolving disputes if  the public 

utilities are unable, upon termination o f the agreement, to agree on the transfer of 

personnel or the division o f assets and liabilities between the parties to the agreement.

(e) The public utilities forming the agency shall pledge and agree with the 

holders of revenue bonds or other financing secured under this section, including with 

a state entity that provides financing, that the public utilities and the agency w ill not 

terminate the agency or take any other action that would limit or alter the rights and 

powers vested in the agency by this section to fulfill the terms o f a contract made by 

the agency with the holders and that the public utilities and the agency will not in any 

way impair the rights and remedies of the holders until the bonds or other financing 

secured under this section, together with the interest on them with interest on unpaid 

installments o f interest, and all costs and expenses in connection with an action or 

proceeding by or on behalf o f the holders are fully met and discharged. The agency 

may include this pledge and agreement o f the public utilities and the agency, insofar 

as it refers to holders o f bonds o f the agency, in a contract with the holders and, 

insofar as it relates to a state entity, in a contract with the state entity.

(f) Only to the extent any o f the public utilities forming the agency is subject 

to the particular tax is the agency subject to state and local ad valorem, income, or
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excise taxes that may be assessed or levied against property, assets, income, and 

receipts o f the agency or to the electric cooperative tax (AS 10.25.540 - 10.25.570).

(g) A  loan, investment, or other financial aid provided to the agency by the 

state or any political subdivision o f the state does not constitute a violation of 

AS 37.10 .085.

(h) In this section,

( 1) "agency" means a joint action agency formed under this section;

(2) "public utility" has the meaning given the term in AS 42.05.990;

(3) "state entity" means a state department, authority, or other 

administrative unit o f the executive branch o f state government.

* Sec. 10 . AS 44.83.510(a) is amended to read:

(a) Repayment o f a loan from the former power development revolving loan 

fund must be made with the proceeds from the sale o f power from projects in the 

former energy program for A laska. [EXCEPT AS FRO V IDED  IN  AS 44.83.398(i), 

THE PAYM ENTS REQ U IRED  TO B E  M ADE B Y  THE AUTHO R ITY ON A  LOAN 

FROM  TH E FUND  CONSTITUTE DEBT SERV IC E  FO R  TH E PURPO SE OF 

C A LC U LA T IN G  TH E W H O LESALE  POWER RATE  IN  AS 44.83.398(b)(1).]

* Sec. 1 1 .  AS 44.83.525 is amended to read:

Sec. 44.83.525. R ate reopeners. A power sales agreement for the sale of 

power from the initial project [, AS DESCR IBED  IN  A51 44.83.398(a),] financed with 

a loan under AS 44.83.510 may include among its provisions an agreed schedule of 

wholesale power rates [NOTWITHSTANDING THE PROVISIONS OF AS 44.83.398], 

but must include a provision for a rate reopener at least every 15 years. F o r  purposes 

o f this section . T yee L a k e . Swan L ak e . Solomon Gu lch , and T erro r L ak e  

hydroelectric facilities are  considered to be one power pro ject, and this power 

project is referred  to as the initial project.

* Sec. 12 . AS 42.45.050 is repealed.

* Sec. 13 . AS 42.45.070(a)(4) and AS 44.83.398 are repealed.

* Sec. 14 . The uncodifted law o f the State o f Alaska is amended by adding a new section 

d read:

IN TER IM  D ETERM IN AT IO N  OF AM OUNTS A V A IL A B L E  FOR
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APPROPRIATION, (a) Notwithstanding AS 42.45.080(c) and 42.45.085(a), enacted by sec. 4 

of this Act, the amount that may be appropriated from the power cost equalization endowment 

fund (AS 42.45.070, enacted by sec. 4 of this Act) shall be determined as follows:

(1) for fiscal year 2002, the amount that may be appropriated from the power 

cost equalization endowment fund (AS 42.45.070, enacted by sec. 4 o f this Act) is seven 

percent o f the market value o f the fund on February 1 , 2001;

(2) for fiscal year 2003 through the fiscal year that begins after the closing date 

of the sale o f the four dam pool hydroelectric project under the memorandum of 

understanding, the amount that may be appropriated annually from the power cost equalization 

endowment fund (AS 42.45.070, enacted by sec. 4 of this Act) is seven percent o f the market 

value o f the fund on February 1 o f the prior fiscal year;

(3) for subsequent fiscal years, the commissioner o f revenue shall exclude the 

time period and market value o f the power cost equalization endowment fund (AS 42.45.070, 

enacted by sec. 4 o f ihis Act) before the closing date o f the sale o f the four dam pool 

hydroelectric project in making the determination required under AS 42.45.080(c), enacted by 

sec. 4 o f this Act.

(b) The definitions contained in sec. 15(d) of this Act apply to the terms used in this

section.

* Sec. 15 . The uncodified law o f the State of Alaska is amended by adding a new section 

to read:

L EG IS LA T IV E  AUTHO RIZAT IO N  TO CO N VEY . (a) Notwithstanding 

AS 44.83.396 the joint action agency to be formed by the purchasing utilities may purchase, 

and the A laska Energy Authority may sell, the lour dam pool hydroelectric project under the 

memorandum o f understanding.

(b) The A laska Industrial Development and Export Authority may issue bonds or 

otherwise extend financing to the joint action agency to be formed by the purchasing utilities, 

for the purposes and upon the terms set out in the memorandum of understanding. The total 

principal amount o f the bonds and other financing provided by the A laska Industrial 

Development and Export Authority under this subsection may not exceed $110 ,000 ,000 .

(c) The Department o f Community and Economic Development and the A laska 

Energy Authority may modify and amend the loan agreement and note to
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(1) suspend the enforcement o f rights and obligations, including payment 

obligations, under the loan agreement and note; and

(2) fully release, extinguish, and retire the debt and all other rights and 

obligations under the loan agreement and note, and cancel the note, upon completion o f the 

purchase and sale o f the four dam pool hydroelectric project under the memorandum of 

understanding.

(d) In this section,

(1) "A laska Energy Authority" means the A laska Energy Authority created in 

AS 44.83, successor in irterest to the A laska Power Authority;

(2) "A laska Power Authority" means the former A laska Power Authority;

(3) "authority" means the former A laska Power Authority;

(4) "Copper V alley" means Copper V alley Electric Association, Inc., a 

cooperatively owned electric utility serving the communities o f Valdez, G lennallen, and 

environs;

(5) "Department o f Commerce and Economic Development" means the former 

Department o f Comme ce and Economic Development;

(6) "four dam pool hydroelectric project" means the Tyee L ake , Swan Lake, 

Solomon Gulch, and Terror Lake hydroelectric facilities owned and administered by the 

A laska Energy Authority under AS 44.83.396;

(7) "joint action agency" means an agency formed under AS 42.45.310, enacted 

by sec. 9 o f this Act;

(8) "Ketchikan" means the City o f Ketchikan, doing business as Ketchikan 

Public Utilities, a municipally owned utility serving Ketchikan and environs;

(9) "Kodiak" means the Kodiak Electric Association, Inc., a cooperatively 

owned electric utility serving the Kodiak Island Borough;

(10) "loan agreement" means the loan agreement effective October 28, 1985, 

between the State o f A laska, Department o f Commerce and Economic Development, and the 

A laska Power Authority regarding a loan from the power development revolving loan fund 

to the A laska Power Authority regarding the four dam pool hydroelectric project;

( 1 1 )  "memorandum of understanding" means the memorandum of 

understanding dated April 1 1, 2000, between the Alaska Energy Authority and Copper Valley,
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Ketchikan, Kodiak, Petersburg, and Wrangell for the purchase and sale o f the four dam pool 

hydroelectric project and any amendment to that agreement that substitutes appropriations o f 

$20,000,000 from the state constitutional budget reserve fund established under art. IX , 

sec. 17 , Constitution o f the State o f A laska, for appropriations from the power project fund 

(AS 42.45.010).

(12) "note" means the promissory note, dated February 13 , 1986, which reflects 

the authority's obligation to pay to the Department o f Commerce and Economic Development 

related to the loan agreement;

(13) "Petersburg" means the City o f Petersburg, doing business as Petersburg 

Municipal Power and Light, a municipally owned electric utility serving Petersburg and 

environs;

(14) "purchasing utilities" means Copper V a lley , Ketchikan, Kodiak, 

Petersburg, and Wrangell;

(15) "Wrangell" means the City o f Wrangell, doing business as Wrangell 

Municipal Light and Power, a municipally owned electric utility serving Wrangell and 

environs.

* Sec. 16 . The uncodified law of the State o f A laska is amended by adding a new section 

to read:

CONDIT IONAL EFFECT . Section 5 of this Act takes effect only if the memorandum 

of understanding between the A laska Energy Authority and the purchasing utilities dated 

April 1 1 ,  2000, is terminated before the closing date o f the sale o f the four dam pool 

hydroelectric project under that memorandum of understanding.

* Sec. 17 . The uncodified law of the State o f A laska is amended by adding a new section 

to read:

COND IT IONAL EFFECT . Sections 10 , 1 1 ,  and 13 of this Act take effect only if the 

A laska Energy Authority and the joint action agency to be formed by the purchasing utilities 

under AS 42.45.310, enacted by sec. 9 of this Act, complete the purchase and sale o f the four 

dam pool hydroelectric project as described in the memorandum o f understanding dated 

April 1 1 ,2 0 0 0 .

* Sec. 18 . I f  sec. 5 o f this Act takes effect under sec. 16 o f this Act, sec. 5 o f this Act 

takes effect on the date o f termination o f the memorandum of understanding described in sec.
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16 o f this Act. The executive director o f the A laska Energy Authority shall certify the date 

o f termination o f the memorandum of understanding to the lieutenant governor and the revisor 

o f statutes.

* Sec. 19 . I f  secs. 10, 1 1 ,  and 13 o f this Act take effect under sec. 17  o f this Act, they take 

effect on the day after the closing date o f the sale o f the four dam pool hydroelectric project 

under the memorandum o f understanding dated April 1 1 ,  2000. The executive director o f the 

A laska Energy Authority shall certify the closing date o f the sale to the lieutenant governor 

and the revisor o f statutes.

* Sec. 20. Section 8 o f this Act takes effect Ju ly  1 , 2002.

* Sec . 2 1 .  Sections 3 and 12  o f this Act take effect Ju ly  2, 2000.

* Sec. 22. Except as provided in secs. 18 - 2 1 o f this Act, this Act takes effect Ju ly  1 , 

2000.
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CS FO R  HO USE B IL L  NO . 447(FIN)

IN  THE LEG ISLATU RE OF THE STATE OF A LA SK A

TW ENTY-F IRST  LEG ISLATU RE - SECOND SESSION

BY  T H E  H O U S E  F IN A N C E  C O M M IT T E E

Offered:
Referred:

Sponsor(s): H O U S E  RU LES  C O M M IT T E E  BY  R EQ U ES T  O F  T H E  G O V ER N O R

A B IL L

FO R  AN  A C T  EN T IT LE D

"A n  Act m aking appropriations relating to power cost equalization and the sale

o f the four dam  pool hydroelectric project ai d to capitalize funds; m aking

appropriations under art. I X ,  sec. 17(c), Constitution o f the State o f A la sk a ,

from  the constitutional budget reserve fund ; and providing for an effective date ."

B E  IT  EN A C T ED  B Y  T H E  L E G IS L A T U R E  O F T H E  ST A T E  O F A L A S K A :

* Section 1 .  (a) The appropriation made in sec. 5, ch. 19, S LA  1993, lapses into the 

Railbelt energy fund (AS 37.05.520).

(b) The sum o f $19,500,000 is appropriated from the constitutional budget reserve 

fund to the power cost equalization endowment fund (AS 42.45.070).

(c) The sum of $500,000 is appropriated from the constitutional budget reserve fund 

to the A laska Energy Authority to cover the costs of

(1) completing the sale o f the four dam pool hydroelectric project, under the 

memorandum o f understanding dated April 1 1 ,  2000; and

(2) the Depaitmcnt o f Revenue in establishing and managing the power cost

-1- CSHB 447(FIN)
New Text Underlined [DELETED TEXT BRACKETED]



2 1

22

23

24

25

26

27

28

29

30

3 1

equalization endowment fund (AS 42.45.070) for the fiscal year ending June 30, 200 1.

(d) The unexpended and unobligated balance o f the appropriation made by (c) o f this 

section on the 180th day after the earlier o f the closing date o f the sale o f the four dam pool 

hydroelectric project under the memorandum o f understanding dated April 1 1 ,  2000, or the 

termination o f the memorandum o f understanding dated April 1 1 ,  2000, is reappropriated to 

the power cost equalization endowment fund (AS 42.45.070).

* Sec. 2. An amount equal to the proceeds from the sale o f the four dam pool hydroelectric 

project and from the repayment o f the Southeast intertie credit under the memorandum of 

understanding dated April 1 1 ,  2000, to be paid to the state by the joint action agency to be 

formed by the purchasing utilities, is appropriated from corporate receipts o f the A laska 

Energy Authority to the power cost equalization endowment fund (AS 42.45.070).

* Sec. 3. The unexpended and unobligated balance o f the four dam pool state insurance 

fund held by the A laska Energy Authority and to be released under the memorandum of 

understanding dated April 1 1 ,  2000, is appropriated upon its release to the power cost 

equalization endowment fund (AS 42.45.070).

* Sec. 4. (a) An amount equal to the payments for the sale of power, to be made to the 

state by the purchasing utilities under the memorandum o f understanding dated April 1 1 ,  2000, 

received by June 30, 200 1, is appropriated from corporate receipts o f the A laska Energy 

Authority to the power cost equalization and rural electric capitalization fund (AS 4 2 .1-5.100).

(b) An amount equal to the payments for the sale o f power, to be made to the state 

by the purchasing utilities under the memorandum o f understanding dated April 1 1 ,  2000, 

received after June 30, 200 1, is appropriated from corporate receipts o f the A laska Energy 

Authority to the power cost equalization endowment fund (AS 42.45.070).

* Sec. 5. D EF IN IT IO N  FOR THE APPROPRIAT IONS M ADE B Y  TH IS ACT . In this 

Act, "memorandum o f understanding dated April 1 1 ,  2000" means the memorandum of 

understanding dated April 1 1 ,  2000, between the A laska Energy Authority and Copper Valley, 

Ketchikan, Kodiak, Petersburg, and Wrangell for the purchase and sale o f the four dam pool 

hydroelectric project and any amendment to that agreement that substitutes appropriations o f 

$20,000,000 from the state constitutional budget reserve fund established under art. IX , sec. 

17 , Constitution o f the State o f A laska for appropriations from the power project fund 

(AS 42.45.010).
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* Sec. 6. CONST ITUT IONAL BUDGET RESERVE FUND. The appropriations made in 

sec. 1(b) and 1(c) o f this Act are made under art. IX , sec. 17(c), Constitution o f the State o f 

Alaska.

* Sec. 7. LA PSE  PRO V IS IO N . The appropriations made by secs. 1(b), 1(d), and 2 - 4 of 

this Act are for the capitalization o f funds and do not lapse.

* Sec. 8. COND IT IONAL EFFEC T IV E  DATE. This Act takes effect only if  the Twenty- 

First A laska State Legislature passes legislation that is enacted into law establishing and 

relating to the power cost equalization endowment fund, relating to the power cost 

equalization and rural electric capitalization fund, authorizing and relating to the sale o f the 

four dam pool hydroelectric project, and establishing and relating to jo int action agencies 

created to purchase power projects.

* Sec. 9. I f  this Act takes effect, it takes effect on the earliest effective date o f any section 

o f the Act describ;d in sec. 8 o f this Act.
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PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
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STATE OF ALASKA REPORTED OUT OF
2000 LEGISLATIVE SESSION s F C jr ^ i i l iG ?
Revision Date/Time (Note if correction) _______________________ Dept. Affected__________ Revenue_______________
Title Establish Power Cost Equalization Fund_________ BRU Treasury________________________
____________________________________________________________Component Treasury_________________________
Sponsor Governor___________________________________________________________________________________
Requester _____________________________________________ Component No. 121

Expenditures/Revenues______________________________ (Thousands of Dollars)____________________

No: 2

F I S C A L  N O T E

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2^06
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

11.0 11.0 11.0 11.0 11.0 11.0

12.0 46.8 46.8 46.8 46.8 46.8

TOTAL OPERATING 23.0 57.8 57.8 57.8 57.8 57.8

ICAPITAL EXPENDITURES_________

CHANGE IN REVENUES ( ) |

FUND SOURCE  (Thousands of Dollars)
1002 Federal Receipts 
'  103 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
PCE Endowment Fund 23.0 57.8 57.8 57.8 57.8 57.8

TOTAL 23.0 57.8 57.8 57.8 57.8 57.8

Estimate of any current year (FY2000) cost: 
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

The above represents the costs to the 1 roasury r  vision of managing the Power Cost Equalization Fund. 
Included are the investment manager fees (under contractual expenses) associated with investing 
approximately half of the endowment in broad market and international securities.

Prepared by: Betty Martin, Comptroller________________________    Phono____ 465-2352__________
Division Treasury Division / ^ j  /  /  , Date/Time April 12.2000 - 10 a.m.
Approved by: Commissioner Wilson Condon Date 04/12/2000__________
Agency Department of Revenue

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
COMMITTEE COPY For further distribution Information, ceil *he Governor's Legislative Office

l O m j  10 O O ' * < * 0 ^ 9



Endowment Fund Earnings = 7.0% 
PCE Fund Earnings = 6.0%
PCE Expenditure = $15.7 Million

Q 1

P O W E R  C O S T  E Q U A L I Z A T I O N  

( F Y  2 0 0 1  -  S u b s e q u e n t  Y e a r s )

Deposit
Date

Fiscal
Year
2001 2002 2003 2004 2005 2006 2007 2008 2009

Subsequent
Years

Endowment Fund 
CBR
Four Dam Pool Debt Service 
Four Dam Pool Sale

7/1/00
8/1/01

12/31/01

100,000
9,000

81,000

Mkt Value Increase for Fiscal Year 
Transfer to PCE Fund

7,229
7,291

10,696
13,642

13,518
13,633

13,509
13,518

13,509
13,513

13,508
13,512

13.508
13.509

13.508
13.508

13.508
13.508

13.508
13.508

Balance -- End of Fiscal Year 99,938 186,992 186,876 186,868 186,863 186,860 186,859 186,859 186,859 186,859

Deposit
Date

Fiscal
Year
2001 2002 2003 2004 2005 2006 2007 2008 2009

Subsequent
Years

PCE Fund
Carryforward
Carryforward
Four Dam Pool Debt Service 
Transfer from Endowment Fund 
Earnings -• PCE Fund 
AIDEA Dividend or Other Funds

8/1/00
7/1/00
8/1/00

8,000
10,500

606

3,406

7,291
461

4,542

13,642
461

1,597

13,633
461

1,605

13,518
461

1,721

13,513
461

1,725

13,512
461

1,727

13,509
461

1,730

13,508
461

1,730

13,508
461

1,731

Available for PCE Expenditure 19,106 15,700 15,700 15,700 15,700 15,700 15,700 15,700 15,700 15,700

PCE Expenditure 15,700 15,700 15,700 15,700 15,700 15,700 15,700 15,700 15,700 15,700

4/17/00



SENATE FINANCE
C0MMITTEc-+Fr^2

S E N A T E  A M E N D M E N T
B i l l  Numbef 
Sponsor.

p i  u  Logged In By:
By 1 K ,\U .

t

To:    SENATE BILL No. ______________

To: _CS______________________HOUSE BILL No. 4 U

Page: 4 Lin e : 1 3 , - i t
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

L

andment NumberHL_\

SENATE FINANCE
COMMITTEE

l-GH2082\GA.l
Cramer

Sponsor.. 
Logged In By;--.

jc o  4/17/00

A M E N D M E N T

OFFERED IN THE SENATE BY SENATOR TORGERSON

TO: CSHB 446(FTN) am

Page 6, lines 8 - 1 9 :

Delete all material and insert a new bill section to read:

"* Sec. 8. AS 42.45 is amended by adding a new section to read:

Sec. 42.45.115. Exclusion from eligibility, (a) Notwithstanding the 

definition o f "eligible electric utility" in AS 42.45.150, an electric utility whose 

primary source of power for sale to customers is one or more of the power projects 

that were part of the former initial project may not be considered an eligible electric 

utility.

(b) In this section, "former initial project" includes the Tyee Lake, Swan 

Lake, Solomon Gulch, and Terror Lake hydroelectric facilities."

Renumber the following bill secdons accordingly.

Page 9, line 6:

Delete all material.

Renumber the following bill sections accordingly.

Page 9, line 26:

Delete "sec. 17(d)"

Insert "sec. 15(d)"

Page 10, line 2, following "understanding":

Insert ", but only if  the memorandum of understanding is amended to include a

provision consistent with this subsection that limits the ability of the purchasing utility to

-1-



1 subsequently sell the four dam pool hydroelectric project. A purchasing utility that has

2 purchased a four dam pool hydroelectric project may only sell the project to a subsequent

3 purchaser if the legislature approves the terms of the sale in advance of the effective date of

4 the sale."

l-GH2082\GA.l

5 Page 10, line 30:

6 Delete "sec. 10"

7 Insert "sec. 9"

8 Page 11, line 11, following "and":

9 Insert

10 "(A) an amendment to that agreement consistent with the requirements

11 of (a) of this section concerning legislative approval of a subsequent sale o f a

12 hydroelectric facility; and

13 (B)"

14 Page 12, line 1:

15 Delete "sec. 17(d)"

16 Insert "sec. 15(d)"

17 Page 12, line 5:

18 Delete "Sections 11, 12, and 14"

19 Insert "Sections 10, 11, and 13"

20 Page 12, linr: 7:

21 Delete "sec. 10"

22 Insert "sec. 9"

23 Page 12, line 10:

24 Delete "sec. 17(d)"

25 Insert "sec. 15(d)"

l -2-



l-GH2082\GA.l

1 Page 12, line 12:

2 Delete "sec. 18"

3 Insert "sec. 16"

4 Page 12, lines 13 and 14:

5 Delete "sec. 18"

6 Insert "sec. 16"

7 Page 12, line 17:

8 Delete "sec. 17(d)"

9 Insert "sec. 15(d)"

10 Page 12, line 19:

11 Delete "secs. 11, 12, and 14"

12 Insert "secs. 10, 11, and 13"

13 Delete "sec. 19"

14 Insert "sec. 17"

15 Page 12, line 24:

16 Delete "sec. 17(d)"

17 Insert "sec. 15(d)"

18 Page 12, lines 26 and 27:

19 Delete all material.

20 Renumber the following bill section accordingly.

21 Page 12, line 28:

22 Delete "secs. 20 - 23"

23 Insert "secs. 18 and 19"

l -3-



D o n le y  C O M M IT T E E

2 0 0 0  C O M M I T T E E  A C T I O N

Bill Number m  4  4 l *
A m endm ent

Motion Cj n Y l  3 6

Motion bv . - f f  . .

Objection by P H
Removed

Second Objection by
Committee Member Y Vote N

Senator Dave Donley
Senator Loren Leman
Senator Al Adams ______ W C -
Senator Gary Wilken
Senator Pote Kelly
Senator L /da Green
Senator Randy Phillips ..
Co-Chair Sean Parnell
Co-Chair John Torgerson

Tally____________ _______
Yea [o
Nay 3

Absent

MOTION



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

L

SENATE FINANCE

Amendment Number:;
COMMITTEE^ 
ment NumberT^VA l-GH2082\GA.l

Bill Num 
Sponsor: 
Logged I

A M E N D M E N T

OFFERED IN THE SENATE BY SENATOR TORGERSON

TO: CSHB 446(FIN) am

Page 6, lines 8 - 1 9 :

Delete all material and insert a new bill section to read:

"* Sec. 8. AS 42.45 is amended by adding a new section to read:

Sec. 42.45.115. Exclusion from  eligibility, (a) Notwithstanding the 

definition of "eligible electric utility" in AS 42.45.150, an electric utility whose 

primary source of power for sale to customers is one or more of the power projects 

that were part of the former initial project may not be considered an eligible electric 

utility.

(b) T:i this section, "former initial project" includes the Tyee Lake, Swan 

Lake. c atomon Gulch, and Terror Lake hydroelectric facilities."

Renumber the following bill sections accordingly.

Page 9, line 6:

Delete all material.

Renumber the following bill sections accordingly.

Page 9, line 26:

Delete "sec. 17(d)"

Insert "sec. 15(d)"

Page 10, line 2, following "understanding":

Insert ", but only if the memorandum of understanding is amended to include a

provision consistent with this subsection that limits the ability of the purchasing uglily to

-1-



1 subsequently sell the four dam pool hydroelectric project. A purchasing utility that has

2 purchased a four dam pool hydroelectric project may only sell the project to a subsequent

3 purchaser if the legislature approves the terms of the sale in advance of the effective date of

4 the sale."

1 -GH2082\GA. 1

5 Page 10, line 30:

6 Delete "sec. 10"

7 Insert "sec. 9"

8 Page 11, line 11, following "and":

9 Insert

10 "(A) an amendment to that agreement consistent with the requirements

11 of (a) of this section concerning legislative approval of a subsequent sale of a

12 hydroelectric facility; and

13 (B)"

14 Page 12, line 1:

15 Delete "sec. 17(d)"

16 Insert "sec. 15(d)"

17 Page 12, line 5:

18 Delete "Sections 11, 12, and 14"

19 Insert "Sections 10, 11, and 13"

20 Page 12, line 7:

21 Delete "sec. 10"

22 Insert "sec. 9"

23 Page 12, line 10:

24 Delete "sec. 17(d)"

25 Insert "sec. 15(d)"

l -2-



1 Page 12, line )2:

2 Delete "sec. 18"

3 Insert "sec. 16"

4 Page 12, lines 13 and 14:

5 Delete "sec. 18"

6 Insert "sec. 16"

7 Page 12, line 17:

8 Delete "sec. 17(d)"

9 Insert "sec. 15(d)"

10 Page 12, line 19:

11 Delete "secs. 11, 12, and 14"

12 Insert "secs. 10, 11, and 13"

13 Delete "sec. 19"

14 Insert "sec. 17"

15 Page 12, line 24:

16 Delete "sec. 17(d)"

17 Insert "sec. 15(d)"

18 Page 12, lines 26 and 27:

19 Delete all material.

20 Renumber the following bill section accordingly.

21 Page 12, line 28:

22 Delete "secs. 20 - 23"

23 Insert "secs. 18 and 19"

l-GH2082\GA.l

L -3-



W ilk e n  C O M M IT T E E

2 0 0 0  C O M M I T T E E  A C T I O N

B'll N um ber + T 0  4 4  b ___________
A m endm ent |

Motion c= 3 < d o D 'f ’“ c to n d

Motion by

Objection by
Removed

Second Objection by
Committee Member Y Vote N

Senator Gary Wilken v /
Senator Pete  Kelly
Senator Lyda Green ______
Senator Randy Phillips s /
Senator Dave Donley
Senator Loren Leman
Senator Al Adams
Co-Chair Sean  Parnell
Co-Chair John Torgerson

rally
Yea J
Nay I

Absent I

MOTION
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Ja * w u  Ol.  M k a a j  o La a m j  f C X i l  J ^ L C ^ O -

U j g ^ e & Z s u u c s  i o  £ 1 ■A /U 4 r

'J & C L iA S 1 O s <XA C i^ L A ^

I M s  tfJ tX & C u rY i'

d f r M  i - f  U c r *  U e L M & Q A A j ^ 'a Y J .

T b L ^ u  C * o w b b u

L f ( o S ' - ( o G $ x/



K e l ly  C O M M IT T E E

2 0 0 0  C O M M I T T E E  A C T I O N

Bill Num ber 4 - 4 ^
A m endm ent

______________ Motion ^ r n a n d  ,
_______________________ U .. o r „ ± h ^ i  - f o
___________ Motion bv Cj  O _____________ * f^ n O T / |

 Objection bv -£ f_________________
_____Removed y - ^ _________  _______________
Second Objection by _  __

Committee Member Y Vote N
Senator Pete Kelly
Senator Lyda Green
Senator Randy Phillips
Senator Dave Donley
Senator Loren Leman
Senator Al Adams
Senator Gary Wilken
Co-Chair Sean  Parnell
Co-Chair John Torgerson

Tally
Yea
Nay

Absent

MOTION



A M E N D M E N T

OFFERED IN THE SENATE FINANCE COMMITTEE 

TO: CSHB 446(FIN) am

Page 4, line 10, following "and":

Insert "the purchasing utilities, consisting of the'

Page 4, line 12, following "Wrangell":

Insert ","

Page 5, line 3, following "appropriated":

Insert "for the fiscal year beginning the following July 1"

Page 8, following lint 16:

Insert a new subsection to read:

"(h) An agency formed by, and that continues to include, one or more municipal 

public utilities is a political subdivision only for purposes of AS 38.05.810."

SENATE FINANCE 
COMMITTEE 

Amendment Number: P
Bill Number:«v (?  £ ^ 4 5  
Sponsor-72rrpr& r^  Data; v//&/co 
Logged In By:

BY

Page 8, line 17:

Delete "(h)" 

Insert "(i)"



1 Page 8, line 29 through page 9, line 3:

2 Delete all material.

3 Renumber the following bill sections accordingly.

4 Page 9, line 5:

5 Following "42.45.070(c),":

6 Delete "and"

7 Following "AS 44.83.398":

8 Insert ", and 44.83.525"

9 Page 9, line 16, following "through the":

10 Insert "first"

11 Page 9, line 26:

12 Delete "sec. 17(d)"

13 Insert "sec. 16(d)"

14 Page 10, line 2, following "understanding.":

15 Insert "To further the important public benefits and best interests of the state that will

16 result from me sale under the memorandum of understanding, the Department of Natural

17 Resources may transfer, assign, or convey to the joint action agency permits, rights-of-way,



1 leases, and other interests in state land that comprise any part of the four dam pool hydroelectric

2 project."

3 Page 12, line 1:

4 Delete "sec. 17(d)"

5 Insert "sec. 16(d)"

6 P^ge 12, line 5:

7 Delete "Sections 11, 12, and 14"

S Insert "Sections 11 and 13"

9 Page 12, line 10:

10 Delete "sec. 17(d)"

11 Insert "sec. 16(d)"

12 Page 12, line 12:

13 Delete "sec. 18"

14 Insert "sec. 17"

15 Page 12, line 14:

16 Delete "18"

17 Insert "17"

- 3 -



1 Page 12, line 17:

2 Delete "sec. 17vu)"

3 Insert "sec. 16(d)"

4 Page 12, line 19:

5 Delete "secs. 11, 12, and 14"

6 Insert "secs. 11 and 13"

7 Delete "sec. 19"

8 Insert "sec. 18"

9 Page 12, line 24:

10 Delete "sec. . 7('d)"

11 Insert "sec. 16(d)"

12 Page 12, line 27:

13 Delete "Section 15"

14 Insert "Section 14"

15 Page 12, line 28:

16 Delete "secs. 20 - 23"

17 Insert "secs. 19 - 22"

- 4 -



A d a m s  C O M M IT T E E

2 0 0 0  C O M M I T T E E  A C T I O N

Biil Num ber - • i i V  _
A m endm ent

_

Motion a d o o - t "

Motion bv L

Objection by
Removed

Second Objection by
Committee Member Y Vote N

Senator Al Adams
Senator Gary Wilken
Senator Pete Kelly
Senator Lyda Green
Senator Randy Phillips
Senator Dave Donley
Senator Loren Leman
Co-Chair Sean  Parnell
Co-Chair John Torgerson

Tally
Yea
Nay

Absent

MOTION . .  P < 3 S S



E N A T E  A M E N D M E N T  a ™ '!'* '" !"1Bill 
Spc

B v _ f k l U _______________ -

S E N A T E  F IN A N C E
COMMITTEE^,-,
m e rit N u m b e r :" "  , Q ._

T o : ____________________________________SENATE B ILL N o. _
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G r e e n  C O M M IT T E E

2 0 0 0  C O M M I T T E E  A C T I O N

Bill Number |§3
Amendment

Motion

Motion bv P 4

Objection bv
Removed

Second Objection by
Committee Member V o te . N

Senator Lyda Green
Senator Randy Phillips 
Senator Dave Donley
Senator Loren Leman L"
Senator Al Adams 
Senator Gary Wilken
Senator Pete Kelly
Co-Chair Sean  Parnell
Co-Chair John Torgerson

U :

i m
Yea
Nay

Absent _ _ A _
m u m
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P C E  F u n d i n g  (S I 5.7 mil annually)

FY 00 Supplem ental

3.6 mil from extra AIDEA dividend in Fast Track Supplemental
4.2 mil from extra AIDEA dividend in regular Supplemental
7.8 mil

FY01

8 mil NPRA Fund monies not granted to impact communities appropriated last year to
PCE Fund 

.6 mil Interest Earnings
10.5 mil Four Dam Pool revenues to PCE Fund pursuant to sale agreement
19.1 mil

FY 02

3.4 mil Carryforward from 0) sources
4.5 mil AIDEA dividend and other funds
7.8 mil PCE Endowment revenues and PCE Fund interest

15.7 mil

FY 03— and beyond

14.1 mil Annual interest from PCE Endowment and PCE Fund
1.6-1.7 mil Other funds (AIDEA Dividend for Interim Period)
15.7 mil



Endowment Fund Earnings = 7.0% 
PCE Fund Earnings = 6.0%
PCE Expenditure = $15.7 Million

P O W E R  C O S T  E Q U A L I Z A T I O N  

( F Y  2 0 0 1  -  S u b s e q u e n t  Y e a r s )

Q 1

Deposit
Date

Fiscal
Year
2001 2002 2003 2004 2005 2006 2007 2008 2009

Subsequent 
• Years

Endowment Fund
CBR
Four Dam Pool Debt Service 
Four Dam Pool Sale

7/1/00
8/1/01

12/31/01

100,000
9,000

81,000

Mkt Value Increase for Fiscal Year 
Transfer to PCE Fund

7,229
7,291

10,696
13,642

13,518
13,633

13,509
13,518

13,509
13,513

13,508
13,512

13.508
13.509

13.508
13.508

13.508
13.508

13.508
13.508

Balance -- End of Fiscal Year 99,938 186,992 186,876 186,868 186,863 186,860 186,859 186,859 186,859 186,859

Deposit
Date

Fiscal
Year
2001 2002 2003 2004 2005 2006 2007 2008 2009

Subsequent
Years

PCE Fund
Carryforward
Carryforward
Four Dam Pool Debt Service 
Transfer from Endowment Fund 
Earnings -  PCE Fund 
AIDEA Dividend or Other Funds

8/1/00
7/1/00
8/1/00

8,000
10,500

606

3,406

7,291
461

4,542

13,642
461

1,597

13,633
461

1,605

13,518
461

1,721

13,513
461

1,725

13,512
461

1,727

13,509
461

1,730

13,508
461

1,730

13,508
461

1,731

Available for PCE Expenditure 19,106 15,700 15,700 15,700 15,700 15,700 15,700 15,700 15,700 15,700

PCE Expenditure 15,700 15,700 15,700 15,700 15,700 15,700 15,700 15,700 15,700 15,700

4/17/00


