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an option to convert to a net requirements customer by giving five years' notice. As discussed above, it 
does not appear likely that MEA would find an economical replacement source for its needs. Load 
growth is expected to occur at an overall compounded rate of 2.1%, with the retail sector increasing at 
1.6% and the wholesale at 2.6%. The result is that the projections anticipate a continuation of the trend 
of high MF' and equity. MFI is projected at 1.25 in 2002 and beyond, and equity is projected to increase 
to over 26%. These ratios are strong for the cooperative G&T sector. Debt service avenge is very 
high at over 2.0x, but this is because nearly all of Chugach’s debt is non-amortizing. Projected funds 
from operations coverage of interest is much lower, ranging from 1.40x to 1.70x over the next five 
years, and is actually somewhat thin for a utility with largely non-amortizing debt, as described below.

Chugach Eloctric Association, Alaska's Ratios

1996 1997 1998 1999 12000 Through November 2001

Equily/assets (%) 21.7 22.5 23.7 23.6 23.9 23.6

Equity/capitalfzation (%) 25.3 25.9 27.2 26.7 29.2 26.3

Current ratii / ) 1.07 1.34 1.12 1.21 0 53 1.05

Debt/equity (x) 3.27 3.13 2.93 2.95 2.59 2.95

Accounts receivable/operating revenues (%) 11.4 16.7 12.2 12.6 14.0 12.0

Cash/operating exoense (%) 6.8 5.7 2.6 4.5 1.6 3.2

Days' cash 25 21 10 17 6 12

Receivables collections period (days) 42 61 44 46 51 44

M Debt and Debt Structure

One of Chugach's strengths Is that it will fund virtually all of its capital expenditures through internally 
generated cash after the issuance of series 2002. Available cash more than covers anticipated capital 
expenditure from 2003 to 2006. Capital expenditures average about 530 million pa year, fairly evenly 
apportioned between distribution, generation, and transmission projects. The largest projects are for 
work on the Beluga 6 and 7 units and a contribution toward the Southern Intertie and South Anchorage 
t’-'.nsmission project. Chugach does not expect to need a meaningful amount of new capacity until after 
2010, and even then it could curtai1 its interruptible or economy sales or even dip into its 30% reserve 
requirement.

The cooperative's overall debt structure changes substantially with the issuance of series 2002, 
continuing a trend toward greater reliance on bullet maturities and the refinancing risk they present, and 
away from a traditional amortization structure. The issuance of the $150 million series 2001 introduced 
refinancing concerns when, with its issuance, 40% of total principal then outstanding matured in 2011. 
Series 2002A exacerbates this concern in that it is a 5120 million bullet due in 2012, resulting in 39% of 
total outstanding debt due in 2011 and 33% in 2012. Even so, it is important to note that Chugach's 
debt sen/ice schedule after the issuance of series 2002 remains virtually the same through 2010 as it 
was after the issuance of series 2001.

No other cooperative has assumed refinancing risk to the degree that Chugach does with its series 
2001 and 2002 bonds. Standard & Poor’s does not take rating action at this time to reflect the increased 
risk bocause of Chugach's historically strong finances, access to credit markets (including lines o. credit 
from institutions dedicated to serving the cooperative sector), the remoteness of the need to refinance 
(nine years), and the fact that Chugach includes depreciation in its rates, suggesting that over the 
course of the decade to come, the cooperative could generate sufficient cash to repay the bullet if it 
chose to do so.

The issuance of series 2002 releases Chugach from its existing indenture and allows the amended and 
restated indenture dated April 1,2001, to lake effect. Please refer to the March 9, 2001 analysis on 
Ratings Direct on Chugach for a full review of the implications of the amended and lestated indenture.
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Chugach's Amortization Schedule
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Return to Regular Format

Standard & Poor's Ratings Services maintains published ratings on about one-third of America's electric 
generation and transmission (G&T) cooperatives. The wholesale electricity generated and procured by 
these utilities serves the energy needs of their member distribution cooperatives' retail customers. All of 
the G&T co-ops rated by Standard & Poor's have investment-grade ratings (see table). More than half of 
the ratings assigned by Standard & Poor's to G&T co-ops are in the 'A' rating category. The weakest rating 
currently assigned to a G&T cooperative is 'BBB' and the strongest is 'AA'. This ratings distribution reflects 
operational and financial profiles and business strategies that have largely insulated these utilities from 
some of the extreme volatility that has plagued many energy companies in recent years.

U.S. Electric Co-op Ratings

Rating Outlook

Associated Eloctric Co-op Inc. AA Stable

Central Electric Power Co-op Inc. AA Stable

Georgia Transmission Corp. AA Negalive

Dairyland Power Co-op AA- Stable

Arkansas Electric Co-op Corp. AA- Stable

Buckeye Power Inc. A+ Stable

Old Dominion Electric Co-op A+ Stable

Basin Electric Power Co-op A+ Stable

Central Iowa Power A Stable

Oglethorpe Power Co-op A Stable

Seminole Electric Co-op A Negative

Tri-state Generating & Transmission Assoc. A Stable

Hoosier Energy Rural Electric Co-op Inc. A Negative

Wabash Valley Power Inc. A- Stable

Brazos Electric. TX A- Stable

Chugach Electric Assoc. A- Negative

Alabama Electric Co-op Inc. BBB+ Stable

Western Farmer's Eleclric Co-op BBB+ Stable

Great River Energy BBB Developing

G&T co-ops were created through the pooled efforts of electric distribution cooperatives. By banding 
together to build G&T assets to serve the amalgamated load of a group of utilities, distribution co-ops have 
achieved economies of scale that would likely have eluded them ,f ‘.hey had each separately built the 
generation or transmission assets needed to meet their custoi j needs or individually negotiated 
agreements for the purchase of generation and transmission services.

Although some cooperatives have seen a portion of their rural service territories transformed into 
prosperous suburbs of major metropolitan areas, for the most part electric co-ops serve far-flung, sparsely 
populated areas that exhibit below-average income levels. Many G&T cooperatives' credit ratings 
transcend the weak demographic profiles exhibited by the retail distribution systems that form the 
backbone of their levenue streams. Moreover, the G&T ratings tend to eclipse the ratings assigned to 
investor-owned utilities.
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Several factors explain the differences in credit quality between G&T cooperatives and investor-owned 
utilities. Some of the leading reasons are:

• Absent a severe economic dislocation in a G&T's service territory that either results in customer 
migration or renders customers unable to afford electric service, the requirements contracts 
between a G&T and its members should provide a secure revenue stream that supports trade and 
debt obligations if the requirements contract, as is most often the case, mirrors the term of the 
utility's debt;

• Revenue stream stability is also reflective of usage patterns and low customer density tliat tend to 
make electric cooperative loads unattractive to competitive suppliers;

• Unlike investor-owned utilities, many distribution and G&T cooperatives have autonomous rate- 
setting authority and are free from regulatory oversight, including the delays and political vagaries 
associated with rate regulation;

• Ratemaking authority empowers cooperative utilities to implement timely cost recovery in response 
to volatile fuel and electricity markets;

• Co-ops benefit from access to low-cost, amortizing debt available from the federal government and 
cooperative lending institutions;

• It is rare for co-ops to pursue noncore businesses to enhance revenues because the cooperative 
ownership structure removes the profit motive that influences investor-owned companies' business 
strategies; and

• There is an element of positive self-selection among those cooperatives that use credit ratings.

These attributes that are common to co-ops with sound credit quality were distilled using the analytical 
framework employed by Standard & Poor's in its evaluation of all electric utilities, including electric 
cooperatives. Standard & Poor's analytical evaluation of utilities, regardless of ownership structure, 
focuses heavily on qualitative factors that define the strength of the financial performance that a utility must 
demonstrate to support a given rating. The quantitative assessment of all utilities is predicated on the 
qualitative analysis of six principal areas:

• The utility's operational profile;
• An examination of the markets served by the utility;
• The utility's competitive posture;
• An examination of the regulatory environment where the utility operates, including the ratemaking 

flexibility available to the utility;
• The strengths that the management team brings to the table; and
• The strength of the bondholder or lender protections provided by the bond indenture or other 

financing documents.

The application of these principles has by and large translated into sound credit quality for rated co-ops. 
However, the positive characteristics that are shared by many cooperatives are not ubiquitous. Over time, 
Standard & Poor's has lowered the ratings of a number of G&T co-ops and assigned negative outlooks to 
the ratings of others. These rating actions were taken in response to eroded creditor protections and were 
attributable to different causes.

Several utilities' credit ratings were reassessed because of weakening or weakened debt-service 
coverage. Bondhoid -- and lender protection are closely linked to the capacity of the revenue stream to 
consistently provide excess coverage of amortizing debt service. Co-ops tend to exhibit margins that are 
narrower than those of vertically integrated utilities with similar ratings. Therefore, an erosion of coverage 
can have a pronounced effect on credit quality.

Standard & Poor's traditionally has correlated co-ops' modest excess coverage with sound ratings 
because of the autonomy that permits them to quickly adjust rates in response to deviations from projected 
levels of revenues and expenses, as well as the benefits provided by the breadth of their customer bases. 
The G&Ts rated by Standard & Poor's serve either directly or indirectly an average of 28 distribution 
cooperatives. This level of diversity is viewed as protective of creditors. It is Standard & Poor's opinion that 
the risk of multiple simultaneous defaults among a diverse pool of distribution co-ops is slim. Importantly, 
should a distribution co-op fail to discharge its financial obligations to the G&T, the G&T typically can
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recoup defaulted payments from nondefaulting members. This can be accomplished through intrayear 
budget adjustments,

Despite the budgetary and ratemaking tools that are generally available to co-ops, as fuel and electricity 
prices rose sharply in recent years, net revenues coverage of debt obligations slipped at several G&T co­
ops that were reluctant to adjust wholesale rates to preserve the financial cushion associated with excess 
margins. In turn, the degradation of the cushion eroded bondholder and lender protection at these co-ops. 
Affected co-ops included Hoosier Energy and Seminole Electric, whose 'A' ratings were assigned negative 
ratings outlooks. Hoosier later implemented a power-cost tracker to reduce its market exposure. Alabama 
Electric's rating was lowered to 'BBB+' as a result of degraded coverage margins that reflected increased 
costs and the burdens created by its investment in a propane business. Self-regulation and the ability to 
adjust rates can only provide value that translates into creditor protection if a utility's board demonstrates 
the will to exercise that authority by adjusting rates to preserve sound credit quality.

In some cases, ratemaking flexibility has been constrained by outsiders. Regulatory oversight of 
ratemaking has proved to be a challenge for several rated and unrated co-ops. Over time, the inability of 
some G&T co-ops to fully recover costs through rates because of regulatory barriers has led to 
bankruptcies of G&T and distribution co-ops like Wabash Valley, Cajun Electric, and Vermont Electric Co­
op. Regulation does not necessarily lead to such drastic results and many regulators have been supportive 
of the co-ops that are under their jurisdiction. Nevertheless, there is sufficient evidence of cases where 
regulation has had credit implications. For example, Chugach Electric’s rating was lowered and the outlook 
remains negative following the regulator’s reduction of the permitted margins for interest coverage that the 
utility could earn on its debt.

Questions often arise as to how to best measure a co-op's financial performance. The highly leveraged 
capital structures of G&T co-ops reflect their inability to access capital markets for equity. This makes it 
difficult to draw comparisons between a cooperative’s financial metrics and the metrics used to gauge the 
performance of investor-owned utilities. Comparability with investor-owned utility metrics is further 
obscured by the predominant use of amortizing debt within the co-op sector, as compared with investor- 
owned utilities use of nonamortizing debt. Consequently, the financial analysis of co-op utilities largely 
tracks the rating methodology employed for municipal utilities and public power joint-action agencies that 
also rely on amortizing debt and lack access to equity capital markets. The anlysis of a co-op such as 
Chugach Electric that heavily relies on nonamortizing debt with bullet maturities requires a hybrid analysis 
that incorporates elements derived from the rating methodology for both public power and investor-owned 
utilities. To achieve a given rating, Standard & Poor's expects a utility that uses a meaningful amount of 
nonamortizing debt to exhibit considerably stronger coverage of annual debt service than would be 
expected of a utility whose debt amortizes like a mortgage. Refinancing risk and capital market access are 
also factored into the analysis of utilities that use nonamortizing debt.

The amortizing debt of many co-ops is governed by mortgage indentures fashioned by the Rural Utilities 
Service of the U.S. Department of Agriculture. Under these indentures, the principal measure of financial 
performance is frequently a "margins-for-interest" (MFI) or "times-interest-earned" (TIER) ratio. It is 
Standard & Poor’s view that these ratios do not adequately reflect a utility's financial capacity to cover 
amortizing principal and interest payments and do not paint a full picture of financial capacity and creditor 
protection. Consequently, Standard & Poor's does not limit its analysis to the MFI and TIER metrics.

Irrespe:tive of whether a utility is legally bound to satisfy the requirements of an all-in debt-service 
coverage test, Standard & Poor's examines each utility's financial capacity to produce excess coverage of 
principal and interest. Although the MFI and TIER tests are calculated with reference to a utility's income 
statement, Standard & Poor's analysis focuses on the income statement and the statement of cash flows. 
In calculating debt-service coverage, consideration is also given to fixed obligations that are not 
necessarily reflected on the balance sheet, including those related to capacity payments required under 
purchased-power agreements and long-term lease payments. However, payments that must be made 
pursuant to defeased lease agreements are viewed as mitigated by amounts held in escrow accounts 
dedicated to the payment of lease transaction obligations. Wabash Valley provides an example of a utility 
whose financial metrics were adjusted to impute debt and debt service as part of the analysis. Its income 
statement, cash flows, balance sheet, and financial ratios were adjusted to reflect the substantial fixed 
obligations that it has incurred under purchased-power agreements.
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Western Farmer's Electric Co-op exemplifies the need for an analysis of coverage of total debt service and 
the shortcomings of reliance on MFI and TIER tests. In the 1970s, Western Farmers purchased an interest 
in a proposed nuclear power plant, the Black Fox Station. The purchase was debt financed. Upon the 
plant's 1982 cancellation, Western Farmers' investment was lost, but acquisition debt balances remained 
on its balance sheet for many years. That debt has been extinguished. The plant’s cancellation left 
Western Farmers without a depreciable asset, which had implications for financial metrics until the Black 
Fox debt matured.

Depreciation expense is the budgetary vehicle that co-ops use for recovering amortizing principal in 
wholesale rates. In the years following Black Fox's cancellation, Western Farmers established wholesale 
rates and budgets based on its projected income statement. In the absence of a Black Fox depreciable 
asset, depreciation expense failed to serve as a proxy for the Black Fox component of Western Farmers' 
overall debt amortization. Deprecation expense reflected the debt-service requirements associated with 
the capitalization of Western Farmers' investments other than Black Fox. Revenue requirements 
calculated with reference to projected income statement operating and depreciation expenses repeatedly 
satisfied Western Farmers' interest coverage test, even though the income statement-based budget did 
not givo effect to the cash flow necessary to amortize Black Fox debt. As a result, operating cash flow 
provided weak coverage of total amortizing debt. Standard & Poor's examination of all-in debt service was 
an important element of the 'BBB+' rating assigned to Western Farmers.

The factors cited in this article reflect some of the principal considerations that are incorporated in 
Standard & Poor’s credit analysis of electric G&T cooperatives. While not an exhaustive review of all 
factors that influence co-ops' credit quality, the goal has been to provide insights into fundamental 
elements of Standard & Poor's ratings criteria for electric co-ops. From lime to time, Standard & Poor’s will 
communicate its views on the cooperative sector to further elucidate our ratings methodology for the 
benefit of those who engage Standard & Poor's to provide ratings on co-ops as well as for those who rely 
on Standard & Poor's electric co-op ratings when doing business with or investing in electric cooperatives.

Copyright© 1994-2004 Standard & Poor's, a division of The McGraw-Hill Companies. 
All Rights Reserved. Privacy Policy IheMcGfaw'HIIIComfmies'Oy^ îi^
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Rating trends for the public power sector remain stable despite the increased risk and uncertainty in the 
overall U.S. power industry. Standard & Poor’s Ratings Services has 235 ratings in the public power 
sector, with the overwhelming majority carrying investment-grade ratings, and only five ratings below 
investment-grade. Of the five ratings below investment-grade, four are California irrigation districts and 
water agencies whose bonds are rated 'B+' based on contracts with Pacific Gas and Electric Co. for the 
output of a specific power project. The other non-investment-grade-rated credit is Guam Powe- Authority, 
rated 'BB+/CreditWatch Negative'. The overall credit strength of the public power is further demonstrated 
by the rating distribution, with about 80% of credits rated at least 'A-' and 21% of ratings reaching the 'AA' 
category. The public power sector includes municipally owned electric utilities and combined, or multi­
segment, utilities, as well as joint action agencies consisting of two or moie participating utilities. Ratings 
are as of Jan. 20, 2004.

Since the last report card, ("Public Finance Report Card; Public Power and Cooperatives", RatingsDirect, 
May 27, 2003), the sector has continued to experience overall credit stability, with only a handful of rating 
changes, despite ongoing industry turmoil on the investor-owned and merchant sectors. Aside from the 
sector’s traditional strengths, the stability of the sector in the past year resulted from relatively low volatility 
in commodity prices for both fuel and power as compared with the prior three years, and from improved 
hedging activity that mitigated the impact of price swings. Rising power and fuel prices had resulted in 
weakening coverage and liquidity, and consequently, slight rating deterioration, in 2001 and 2002.

Traditional strengths of the sector that provide a solid credit foundation include the autonomy of public 
utilities' governing bodies in rate-setting and recovering costs (although there are exceptions, such as the 
requirement that Tennessee Valley Authority (TVA) distributors gain approval of TVA for rate increases 
above 2% and the state of Wisconsin, whose municipal electric utilities must file rate cases); the focus on 
core businesses and core mission to serve their customers; and for the most part, the absence of direct 
competition for retail customers. The absence of state or federal rate regulation enables these utilities to 
enact and implement rate increases or rate cuts quickly and as necessary in response to a changing cost 
or competitive structures, provided the willingness to do so exists. This is most often not the case for their 
investor-owned counterparts. Most public power utilities continue to operate as vertically integrated utilities 
and either own or have secured, through long-term contracts, sufficient generation to meet native-load 
demand, which is generally their main focus.

With regard to retail competition, where deregulation of the retail electric industry has moved forward, the 
enabling legislation has not required municipally owned utilities to compete directly for their native 
customers. Rather, these public utilities may choose open their service territories, a rare occurrence. As a 
result, the customer bases in the public sector have remained intact, which is very supportive of credit 
quality. However, in cases where public utilities' service territories have historically been multiply certified, 
the importance of being able to compete on price and on other measures has become heightened. Notable 
in this regard is Lubbock Power and Light (LP&L), the electric utility owned by the city of Lubbock, Texas. 
For over 80 years, LP&L has competed directly with an investor-owned utility (Southwest Public Service, 
or SPS, a unit of Xcel Energy Inc.) and typically held a strong market share. In the past year, however, due 
to an uncompetitive cost structure and competitive pressures that affected rate-making decisions, LP&L 
experienced operating losses and greatly reduced liquidity, and saw more than 5% of its customers switch 
to its direct competitor. Consequently, the rating was lowered to 'BBB-' from 'A+\ In contrast, Cleveland. 
Ohio, also competes directly with an investor-owned utility but retains a rate advantage and has posted net 
gains in the number of meters. Cleveland's electric revenue bonds are rated 'A-'.
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Chart 1

Public Power Ratings D istribu tion
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C hart 2

Public Power Outlook Distribution
Watch Negative Positive

Developing
(1%)

Stable
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M Key Issues
Despite these inherent strengths and the sector's stable credit profile, public power faces heightened 
risks through its required interaction with the wider industry. Exposure to counterparty risk, even 
through a limited dependence on wholesale purchases: uncertainty over the future of transmission 
capacity and availability; and asset and fuel diversification continue to pressure many public power 
entities to maintain liquidity and establish flexible rate structures with energy or fuel adjustment

BB+
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mechanisms.

The sector continues to watch carefully and participate actively in the evolving debate regarding federal 
restructuring of transmission. Public power is concerned that changes implemented at the federal level 
could result in cost increases and operational uncertainly if firm transmission rights are not retained.

Despite surplus capacity in the industry, public utilities continue to plan and build additional generation 
to accommodate growing demand and to avoid exposure to the often volatile wholesale markets at a 
time when other energy companies are still faced with liquidity concerns, over-leveraged balance 
sheets, and limited access to capital from the equity markets. This drive toward local generation tends 
to be regionalized. In California, public power entities such as Turlock Irrigation District (Walnut Energy 
Center), Modesto Irrigation District (Ripon Generation Station), and certain members of Southern 
California Public Power Authority (Magnolia Project) are at various stages of development of gas-fired 
generation. While these moves will result in decreased exposure to often volatile wholesale power 
markets, these utilities are consequently increasing their exposure to natural gas price volatility. In the 
Midwest, the Municipal Energy Agency of Nebraska, Lincoln Electric, Neb., and others are issuing debt 
to finance their investments in new coal-fired capacity.

Table 1 Public Power Ratings
Arranged Alphabetically by State

Utility State Rating & 
Outlook

Business
profile Analyst Comments

Anchorage 
Municipal Light & 
Power

AK A/Stable 4 Paul Dyson

Moderate rales, with rate increases in 2002 and 2003, a 
large commercial base, and large owned generation 
capability characterize this consistently solid financial 
performer. Overall debt service coverage was 1.56x in 
2002. The utility acquired in 1990 a partial ownership 
stake in the Beluga gas field. Diversification of local 
economy has dampened effects of recession.

Huntsville Electric AL AA/Stable 2 Peter Murphy

Growth in Huntsville electric system's service territory will 
require significant investment in the system's distribution 
infostructure. However, with a relatively low rates and 
low debt burden, the system has a large measure of 
financial flexibility. The evolution of Huntsville's 
relationship with the Tennessee Valley Authority (TVA) 
also has rating implications.

Arizona Power 
Authority AZ AA/Stable 2 Anne Selling

The ability of Ihe Hoover Dam to produce low-cost 
hydropower under a variety of water conditions, combined 
with the operational reliability associated with Ihe plant's 
sound operational performance and reliability, is 
supportive of strong credit quality.

Mesa AZ A+/Slable 4 Markela
Soward

Mesa, a five-system combined utility, demonstrates very 
strong coverage, typically exceeding 3x. Cash at year-end 
remains low al about $8 million, or 27 days' worth of 
operating expenses, which is duo transfer, (ranging from 
$24 million to SSO million) from these systems into the 
city's general fund. Rales remain competitive, with 
modest increases anticipated In the near- to medium- 
term. The competitive rates give each system flexibility to 
Increase rates if necessary. The customer base remains 
diverse and is mainly made up of residemial customers.

Salt River Project AZ AA/Stable 3 Anno Selling

Salt River Projects's (SRP) rating reflects a stable, 
diverse, and low-cost generation portfolio. Debt service 
coverage ratios are expected to drop as low os 1.8x 
during Ihe next three years, which is below SRP's past 
strong coverages, which, over the last five years havo 
often exceeded 3x but are still in line with a 'AA' rating. 
The drivers of (he lower coverage levels Include proactive 
efforts by Ihe utility to accelerate debt repayment as well 
as higher production costs largely, in tho form of rising 
natural gas costs and weaker wholesale sales. In October 
2003, SRP closed the sale of Ihe Desert Basin plant, a 
575 MW combined cyclo plant formerly owned by Reliant. 
In December 2003, SRP issued $300.0 million of 
certificates of participation (COPs) as long-term financing 
lor the asset.

The system has been able to sustain its credit quality
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Alameda Power 
& Telecom CA A-/Stable 4 Markela

Soward

given its solid financial position which has been aided by 
a proactive and .sponsive management team. 
Management entered into fixed-priced, long term 
purchased power contracts to provide rate stability. Rates 
are average reflective of the system's participation in high 
cost projects with a sizable high level of off-balance sheet 
debt associated with Northern California Power Agency 
projects. The system expects need to continue 
addressing its fixed costs and competitive issues in order 
to stabilize costs and rales while sustaining its 
operational, financial, and rato flexibility.

Anaheim Electric 
System CA A+/Positive 4 Peter Murphy

The success of Anaheim’s plan to acquire new generation 
and repower existing assets to reduce the system's 
exposure to market purchases is critical to the rating over 
the next two to three years and Is the basis of the rating’s 
positive outlook.

Burbank Electric 
& Water CA A+/Stable 4 Paul Dyson

Despite cash flow in fiscal 2002 that was insufficient to 
meet debt service due to higher-than-anticipated 
purchased-power costs, the outlook remains stable. The 
utility used funds from its rate stabilization fund to cover 
debt service in 2002. Higher power costs resulted from a 
conversion of an existing contract, and its debt burden 
doubled from 37% debl-to-capitalization in 2001 to 60% in 
2002. However, Burbank Electric & Water’s construction 
ol a 47 MW gas-lired combustion turbine, completed in 
2002, along with it participation in Southern California 
Public Power Agency's Magnolia Project, should reduce 
the need to purchase peaking requirements from the 
wholesale market, allowing a return to a healthy cash flow 
position in 2003, with over 2.7x coverage projected, 
appropriate to the ’A+' rating.

California 
Department of 
Water Resources

CA BBB+/Walch
Negative N/A David Bodek

The rating principally reflects the bondholder protection 
provided by the Department of Water Resources (DWR) 
financing's legal framework, which mitigates many of Ihe 
political risks and power market uncertainties associated 
with DWR's power program. The legal framework is 
characterized by significant reserves and requirements 
that the DWR, in concert with Ihe California Public Utility 
Commission (CPUC), act to adjust retail rates in a timely 
manner should the power program's costs rise above 
projected levels. California's investor-owned utilities have 
assumed responsibility for procuring residual net short 
power (or 2003. The utilities have also assumed 
operational responsibility for dispatching DWR's above- 
market contracts.

Glendale Electric CA A+/Slable 4 Peter Murphy

Despite high rales, Glendale's electric system has a 
strong financial position, including a large stranded 
investment reserve, which insulates it from a variety of 
financial risks. The system’s key challenge will be to 
repower its existing generation assets successfully, which 
includes its stake in Southern California Public Power 
Authority (SCPPA) gas-fired Magnolia Project, which 
should be online in 2005. Glendale's prudent risk 
management strategy reduces its otherwise sizeable 
power market exposure.

Imperial Irrigation 
District CA A+/Stab!e 4 Paul Dyson

Serving over 108,000 electric customers in Imperial and 
Riverside counties, Imperial Irrigation District (HO) has a 
diverse generation resource mix and firm transmission 
access. Responsiveness of management demonstrated 
by modest annual rate increase in each of the last five 
years in response to gradually Increasing costs is 
expected to continue to provide solid margins, with 
coverage in 2002 at 4.67x. Oespite rate increases, the 
district maintains competitive rates that are below state 
and local averages lor residential and commercial 
customers. The stable outlook reflects the expectation 
that IID will maintain its current financial health and its 
debt service coverage policy of no less than 1.70x.

Lodi Electric CA BBB+/Stabte 5 Peter Murphy

Rale increases have enabled Lodi Electric to recoup 
losses incurred in fiscal 2001 and 2002 on power 
purchases and the buyout of a long-term abovo-markel 
power contract. Due to tho losses, tho system's financial 
cushion has been depleted below management's target 
level. The system's cash-depleted position makes Lodi 
Electric more vulnerable to unpredictable adverse market
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or operational events, making restoration of stronger cash 
balances critical.

Los Angeles 
Dept, ol Water & 
Power (Electric 
System)

CA AA-/Slabte 4 David Bodek

Los Angeles Dept, of Water & Power (LADWP) has made 
significant progress in reducing debt and operating 
expenses in recent years and expects that Ihe utility's 
capital needs can ba funded from monies from 
operations, assuming that retail rales are maintained at 
current levels. Preservation of the rating hinges on 
ongoing resilience to the political environment in 
California that has raised questions about all who 
participated in the state's wholesale markets in 2000 and 
2001.

Modesto 
Irrigation District CA A+/Slable 3 Markela

Soward

The Modesto Irrigation District (MID) is in Ihe process of 
securing permits so that a 95MW gas fired plant (Ripon 
Generation Station) may be constructed (current 
projected completion date is April 2005). MID continues to 
implement necessary rate increases, with a board- 
approved rale increase for fiscal 2004 of 8%. Cash 
reserves remains strong, at an estimated S165 million, or 
341 days' of operating expenses for unaudited fiscal 
2003. These reserves are anticipated to increase as the 
district reiumburses a portion of its cash reserves with an 
estimated bond financing. Concerns continue to exist 
from MID's Increasing debt burden, which has a high 
debt-to-capital ratio of 68%.

M-S-R Power 
Agency CA A+/Stable 5 Peter Murphy

M-S-R Power Agency's rating is based on the ratings of 
its two largest participants, Modesto Irrigation District and 
Silicon Valley Power (SVP). Tho agency owns a share of 
San Juan coal-fired unit #4 in New Mexico under a take- 
or-pay contract.

Northern 
Caifornia Power 
Agency- 
Geothermal 
Project

CA BBB+/Stablc 5 Peter Murphy

The geothermal project consists two generating units with 
annual output of approximately 140 MW. Plant output is 
projected to decline by about hall in the next 20 years, 
although as project debt is repaid rapidly, project 
economics should not deteriorate. The project provides 
baseload power to 11 participants, the largest of which is 
SVP, Calif. The rating is based on the credit quality of the 
participants because of their unconditional obligation to 
pay project costs whether or not the project Is operational.

Northern 
California Power 
Agency- 
Combustion 
Turbine No.1

CA BBB+/Stable 5 Peler Murphy

The cornbusion turbine project consists of five 25 MW 
combustion turbines that provide peaking capacity to 
eight participants, the largest of which is Lcdi, Calif. 
('BBB+/Stable'). The rating is based on the credit quality 
of the participants, because of their unconditional 
obligation to pay project costs whether or not the project 
is operational.

Northern 
California Power 
Agency- 
Hydroelectric 
Project

CA A-/Stable 4 Peter Murphy

The hydroelectric project is a 248 MW project that 
provides basaload power to 11 members, the largest of 
which is SVP, Calif. The rating is based on the credit 
quality of the participants because of their unconditional 
obligation to pay project costs whether or not the project 
Is operational, and to make limited (25%) step-up 
payments In case other parlicipatanls default.

Palo Alto 
Combined Utility 
(sub lien)

CA AA-/Stable 3 Markela
Soward

Joint financing for the independent water and gas 
systems earned a high investment-grade rating due to 
strong projected coverage and significant reserves for 
both the water and gas systems.

Pasadena
Electric CA A+/Slable 4 Peter Murphy

A large stranded cost reserve fund and a flexible fuel cost 
pass-through policy should insulate Pasadena Electric 
from Its market exposure, high fixed costs related to off- 
balanca sheet obligafions, and the pressure to reduce 
rates. Longer-term risks are linked to load growth, 
rehabilitation of the distribution system, and the need to 
plan for the acquisition of power supply and transmission 
to offset these risks.

The utility is characterized by a strong, diverse, and 
stable service territory covering over 96,000 customers 
and declining costs in purchased power contracts that 
account for 42% of supply. The utility's movement toward 
reduction of the system's exposure to power supply 
markets via additional local generation for power supply 
needs is a positive trend, although the recent construction 
of this new 40 MW peaking generation project, and two
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Riverside Eleclric CA A+/Slable 4 Paul Dyson

additional 50MW peaking facilities planned, could 
manifest operational challenges to a relatively 
inexperienced utility. Annual rate increases from 2002 to 
2004 will allow the utility to rebuild reserves while 
Increasing system reliability. Strong senior debt service 
coverage of 2.04x is offset by marginal combined 
coverage of both senior debt service and transfers out to 
Ihe general fund of 1.08x and coverage of all fixed 
charges of 1.01x.

Roseville CA A/Stable 4 Peter Murphy

Roseville's very strong cash reserves, held in the rate 
stabilization fund, and strong coverage levels insulate 
Roseville against the near-term risks associated with a 
somewhat concentrated customer base. Implementation 
of Roseville's plan to shift toward owned generation from 
market purchases introduces some longer-term risk.

Sacramenlo 
Municipal Utility 
District

CA A/Stable 4 Swami
Venkataraman

A revamped business strategy that focuses on ownership 
of assets, a long-term fuel procurement policy that targets 
stability of gas costs partly through ownership of reserves, 
a new strategic financial plan that targets a 20% equily-lo- 
capilatization ratio by 2007 and improved coverage ratios 
should provide credit stability.

Silicon Valley 
Power (City of 
Santa Clara) 
Subordinate Lien

CA A/Stable 4 Leo Carrillo

SVP is expected to continue to maintain significant cash 
reserves to offset above-market contracts, additional cost 
pressures, industrial customer concentration risk, and 
future capital needs. SVP has not terminated its purchase 
power contract with Enron and deliveries have not been 
made under the above market-priced contract for the past 
two years. Assignment of this contract to another supplier 
will place financial pressure on the utility because load 
has decreased since the contract was signed and Ihe 
additional power is not needed to serve native load.
SVP's native load demand should return to a balance with 
its resources as the economy grows and its WAPA 
contract lapses, reducing Ihe surplus energy that must 
currently be sold into the market. The utility officially broke 
ground on its new Pico Generating Station, a 147 MW 
combined cycle generating turbine located wilhin city 
limits.

Soutnern 
California Public 
Power Authority - 
- STS (working 
lien)

CA A+/Stable 4 Peter Murphy

Five of the six participants are rated 'A+' (Anaheim. 
Riverside, Burbank, Pasadena, and Glendale). The sixth, 
Los Angeles Department of Water & Power, is rated 'AA-' 
and accounts for 59.5% of the project, a 500 kv 
transmission line running 488 miles from the 
Inlermountain Power Project to a convertor station in 
southern California.

Southern 
California Public 
Power Authority 
(Hoover Project)

CA AA-/Stable 2 Peter Murphy
Anaheim, Burbank, and Riverside, each rated 'A+\ 
combine for 91% of SCPPA's 94 MW entitlement of the 
Hoover Dam's capacity resulting from an uprating of 
nameplate capacity through efficiency improvements.

Southern 
California Public 
Power Authority 
(Magnolia 
Project)

CA A+/Stable 4 Peler Murphy

The rating is based on the credit quality of the four 'A+' 
rated members (Burbank, Glendale, Anaheim, and 
Pasadena). The project is a 242 MW gas-fired plant that 
is projected to be operational by spring 2005. Take-or-pay 
contracts, with limited step-up provisions, support the 
rating.

Southern 
California Public 
Power Authority 
(Palo Verde 
Project)

CA At/Stable 6 Peter Murphy
The Authority's 5.9% interest in the Palo Verde Nuclear 
Generating Station is shared by 10 participants, including 
LADWP (67%). Dobt benefilting from a closed senior lien 
is rated 'AA-'.

Southern 
California Public 
Power Authority 
(San Juan 
Project)

CA A+/Slable 4 Peter Murphy
Glendale and Imperial Irrigation District, both rated ‘A+’, 
are this project's largest and most highly-rated 
participants. SCPPA has a 208 MW share, or 41,8%, of 
San Juan's unit 3.

Turlock Irrigation 
District CA AWStable 4 Markela

Soward

The Turlock Irrigation District's (TID) financial position 
remains strong. TID is in Ihe process of securing permits 
for Iho construction of a 250 MW combined cycle gas 
fired plant, Ihe Walnut Energy Center. TIO's current plans 
are to use all power generated from Ihe plant for its own 
uses, with the possibility of reselling small porlions of the 
excess power in the open market. The anticipated 
completion date is December 2005. Audited covorage for
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fiscal 2002 remains adequate at 1.58x, with a projected 
coverage for fiscal 2003 at 1.98x. Casn reserves are 
anticipated to remain solid al approximately S71 million or 
203 days of operating expenses.

Colorado Springs CO AA/Stable 3 Peter Murphy

Strong financial performance and management's ability to 
handle its substantial capital needs drive the rating on 
Colorado Springs Utilities' combined water, sewer, gas, 
and electric system. Future capital needs are substantial 
and are driven by both the growth of the service area and 
by long-term water and power supply challenges.

Plalte River 
Power Authority CO AA-/Positlve 3 Peter Murphy

Platte River Power Authority's efticienl, low-cost 
generating resources should continue to support strong 
financial performance and provido a buffer against 
industry volatility. The authority's four member cities’ 
growth trends should continue to be supportive of credit 
quality. The positive outlook reflects Standard & Poor's 
expectation that the financial profile will continue to 
improve to levels in lino with those of a higher rating.

Gainesville 
Regional Utility FL AA/Stable 3 Jodi Hecht

Changes to the 2003 indenture, wh.ch should be finalized 
by the end of the year, slightly weaken bondholder 
protection. However, operating procedures to maintain 
strong liquidity offset concerns regarding the elimination 
of a debt service reserve fund. Debt service coverage 
remains sound at over 2.7x and Gainesvill Regional Utility 
continues to draw down the reserve fund as budgeted to 
support rates. Management is in Ihe process of 
addressing and financing future load growth and related 
capacity shortfalls expected in 2010.

Jacksonville 
Electric Authority FL

AA/Negalive, AA- 
/Negative Junior 
Lien

3 Jeff Panger

Jacksonville Electric Authority's (JEA) coverage of debt 
service and fixed charges has dwindled in recent years, 
as management has focused on creating expense side 
savings rather than raising rales to rebuild margins. Such 
focus has improved coverage somewhat, but not to levels 
consistent with the current rating. The rating will likely be 
lowered if JEA is unable to produce additional cost 
savings leading to improved co> erage for 2003 or institute 
a rate Increase by the end of the current fiscal year. 
Management has indicated that it does not anticpate 
raising rales in the near future unless warranted by 
inflationary pressures.

Lakeland Energy 
System FL AA-/Stable 3 leff Panger

Lakeland Energy System has experienced financial 
losses associated with a unprofitable power sales 
contract to supply Florida Municipal Power Agency 
(FMPA) with 50 MW/year through 2010 from its gas fired 
combined cycle unit 5 . The contract requires FMPA to 
pay Lakeland a fixed price for the , ower and does not 
include fuel cost pass-throughs, wolid coverage levels 
and actions to reduce other costs give some short-term 
comfort as to the utility's ability to absorb the losses as 
Lakeland pursues restructuring of the contract.

Orlando Utilities 
'ommissior, FL AA/Stable 3 Jeff Panger

In October 2003, Orlando Utilities Commission (OUC) 
achieved bondholder consent of its general resolution, 
which, among other provisions, called for all outstanding 
and future honds to rank pari passu. Although security for 
the current senior-lien bondholders will be diluted 
somewhat under the new general resolution, Standard & 
Poor's believes that OUC's solid financial operations 
support a 'AA' rating on all outstanding bonds, and as 
such raised its rating on the current subordinate-lien 
bonds to 'AA' from 'AA-. Key to the rating is Orlando's 
strong financial profile, diverse fuel mix, favorable rates, 
and strong service area. However, Ihe service area 
economy Is highly influenced by tourism, which Is subject 
to downturn or disruption to the historic travel patterns.

Tallahassee 
Electric Energy 
System

FL AA/Stable 4 Jelf Panger

Progress in reducing the city of Tallahassee's reliance on 
electric system transfers to support general operations 
has helped the Tallahassee Electric Energy System to 
maintain a solid financial profile. Coverage levels are 
expected to decline over the next few years as fund 
balances are used to underwrite rate relief. Meanwhile 
challenges posed by a reliance on gas fired-generatlon, 
short-term gas contracts, and spot purchases exposes 
the utility to potential expense volatility.

This joint-aclion agency's rating was affirmed In
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Municipal Electric 
Authority of 
Georgia

GA A+/Stable 4 Leo Carrillo

December on tho strength of Municipal Electric Authority 
of Georgia's (MEAG) take-or-pay contracts wilh its 
members and on Ihe significant financial flexibility 
provided by MEAG’s Municipal Competitive Trust (MCT). 
Reserves in the MCT are expected to be sufficient to 
mitigate MEAG's heavy debt and above-market 
production costs in a competitive environment. The 
members' cumulative MCT money currently totals more 
than S620 million and is expected to increase to more 
than $800 million by 2008, MEAG's conservative forecast 
for implementation of retail competition in Ihe state. 
MEAG's wholesale rates are expected to remain flat at 
about 5 cents per kilowatt hour (KWh) until 2006, when 
environmental compliance costs are expected to drive up 
costs to about 5.5 'ents.

Guam Power 
Authority Guam B8+/Creditwalch

Negative 5 Leo Carrillo

Standard & Poor's lowered Guam Power Authority's 
(GPA) rating to 'BB+' in July, while maintaining the ratings 
on Credit Watch wilh negative implications due to 
financial pressures associated with recent typhoon 
damage, diminished liquidity, weak cash (low coverage 
projected for 2003, the absence of rate relief and 
uncertainty regarding the retirement of a large receivables 
burden created by payment delinquencies of 
governmental agency customers. GPA Is working to 
restore .its financial profile by aggressively reducing 
payment delinquency, pursuing FEMA (Federal 
Emergency Management Agency) disaster aid and 
seeking immediate payment by Government of Guam 
agencies for past due balances.

Springfield
Electric IL A+/Stable 4 Peter Murphy

Springfield Ei-ctric’s rating was raised in 2001 to 'A+' 
after it had recovered from substantial trading losses 
incurred in 1998. In 2002, the city paid S18.1 million to 
alter its power marketing contract wilh Reliant Energy so 
that the city would retain the bulk of the profits of its 
excess energy sales. While wholesale profits should 
increase, the uncertainty of wholesale power markets is a 
key risk. Springfield must continue to manage Its surplus 
power supply.

Indiana Municipal 
Power Agency IN A-WStable 3 Leo Carrillo

Standard & Poor's is monitoring Inc a t Municipal Power 
Agency's (IMPA) financial performance, ofler the utility’s 
cash flow coverage fell to around 1x n 2002, versus Ihe 
1.125x board target. Liquidity continues to be healthy, 
with three-months’ unrestricted cash available and a rate 
stabilization fund maintained at around $28 million.

Wyandotte 
County Unified 
Government 
Board of Public 
Utilities

KS A+/Slable 4 Peter Murphy

Wyandotte County's combined water and electric system 
rating is dominated by the electric system (84% of 
operating revenues). Management is expected to combat 
near-term growth pressures through rate adjustments that 
should restore the system's liquidity levels. The system's 
mix of owned and contracted power supply should be 
sufficient over the intermediate term.

Massachusetts 
Municipal 
Wholesale 
Electric Co. 
(Wyman Project)

MA BBB+/Slable 5 Dimitri Nikas

Thu stability of the several Massachusetts Municipal 
Wholesale Electric Co. (MMWEC) projects is a function of 
the ability of MMWEC to charge rates that are sufficient to 
recover not only debt service but also stranded costs and 
a preponderance of mld-investment-grade evaluations on 
Ihe members' light departments, which are responsible for 
debt service. The modest disparity of the projects' ratings 
reflect the credit quality of the individual light 
departments.

Massachusetts 
Municipal 
Wholesale 
Electric Co. 
(Nuclear Project 
#4)

MA BBB+/Stable 5 Dimitri Nikas See Massachusetts Municipal Wholesale Electric Co. 
(Wyman Project)

Massachusetts 
Municipal 
Wholesale 
Electric Co. 
(Nuclear Project 
#5)

MA A-ZStable 4 Dimitri Nikas See Massachusetts Municipal Wholesale Electric Co. 
(Wyman Project)

Massachusetts
Municipal See Massachusetts Municipal Wholesale Electric Co.
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Wholesale 
Electric Co. 
(Project 6)

MA BBB+/Stable 5 Dimitri Nikas
(Wyman Project)

Massachusetts 
Municipal 
Wholesale 
Electric Co. 
(Stony Brook 
Intermediate)

MA A-/Stable <1 Dimitri Nikas See Massachusetts Municipal Wholesale Electric Co. 
(Wyman Project)

Massachusetts 
Municipal 
Wholesale 
Electric Co. 
(Stony Brook 
Peaking)

MA A-/Stable 4 Dimitri Nikas See Massachusetts Municipal Wholesale Electric Co. 
(Wyman Project)

Massachusetts 
Municipal 
Wholesale 
Electric Co. 
(Nuclear Mix //1)

MA A-/Stable 4 Oimitri Nikas See Massachusetts Municipal Wholesale Electric Co. 
(Wyman Project)

Massachusetts 
Municipal 
Wholesale 
Electric Co. 
(Nuclear Project 
#3)

MA BBB+/Stable 5 Dimitri Nikas See Massachusetts Municipal Wholesale Electric Co. 
(Wyman Project)

Lansing Board of 
Water Power and 
Light

Ml AA-/Stable 4 Susan Knutson

Lansing Board of Water Power and Light's (Lansing BWL) 
rating was downgraded in August 2003 to 'AA-' from 'AA' 
due to financial pressures associated with the system's 
chilled waler utility. The electric system's customer base 
Is concentrated, with General Motors a concentrated user 
at 14% of electric revenues. The system's finances 
remain strong wilh 4x debt service coverage and total 
fixed charge coverage of 1.74x.

Michigan Public 
Power Agency 
(Belle River)

Ml AA/Stable 4 Susan Knutson

The Belle River project maintains exceptionally strong 
cash reserves equal to four years of debt service. The 
25% step-up provisions, along wilh Ihe very strong credit 
profiles of the two largest participants, mitigate participant 
concenlration. Belle River has excess transmission 
capacity and does not expect need for additional base 
load until after 2007.

Michigan South 
Central Power 
Agency

Ml BBB/Stable 5 Susan Knutson

The 'BBB' rating reflects the credit quality of Ihe agency's 
members. The agency’s high fixed costs, high members 
rates, and the members' dependence on industrial 
customers for a substantial portion of their revenues will 
continue to preclude a higher rating. The financial 
reserves held al the agency provides stability lo the 
rating.

Northern 
Municipal Power 
Agoncy

MN A/Stable 3
Swami
Venkataraman,
MN

The agency's creditworthiness is a function of strong 
long-term all-requirements contracts with Its 12 
participants, extremely low-cost coal and hydro power 
resources, wholesalo rales that are much lower than state 
and regional averages, and the benefits from tho 
coordination agreement wilh Minnkota Power 
Cooperative. This agreement essentially combines Ihe 
Iwo into one electric system from both an operational and 
financial perspective. Minnkota serves as a backstop for 
all of Northern Municipal Power Agency’s revenue 
requirements in excess of member revenues.

Southern 
Minnesota 
Municipal Power 
Agency

MN A+/Stable 4 Susan Knutson

Southern Minnesota Municipal Power Agency (SMMPA) 
member contracts extend through 2030, and members 
must give seven years' notice if they opt to seek other 
sources of supply. SMMPA's largest member, Rochester, 
has a fixed energy requirement of 216 MW. There is a 
cost-adjustment clause in place lo protoct the agency 
from volatile fuel and purchased power costs.

Columbia Water 
and Electric 
System

MO AA/Stable 4 Susan Knutson

Columbia Water and Electric System's negative outlook 
cites declining coverage of fixed charges and projections 
of further declines In coverage levels, with no plans to 
enhance revenues to address Die declines. Tho system is 
reliant on purchased power, with three separate base­
load contracts, one expiring in °004. Covorage of direct 
debt remains strong and liquidity has Improved, wilh a
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strong 177 da; s' cash when including the renewal and 
replacement fund.

Springfield
Ulilites MO AA/Stable 3 Susan Knulson

Springfield Utilites is planning lo building 300 MW of new 
coal-fired generation later In 2004. The additional base 
load has a preliminary estimated cost ol S600.0 million, 
and the related revenue bonds require a simple majority 
approval of voters under Missouri law. The system 
remains very competitive and has some of the lowest 
rates In Ihe state. Currently debt service coverage 
exceeds 5x and liquidity has grown in anticipation of the 
project. There will be rate increases associated with ihe 
new generation, currently proposed to be 4% per year for 
the next four years.

North Carolina 
Eastern Municipal 
Power Agency

NC BBB/Stable 6 Jeanny Silva

Eastern's high debt burden a hove-average wholesale 
rates are somewhat mitigated i e agency's strong 
take-or-pay contracts, which com. tually obligate 
member cities to pay agency debt service and the 
financial oversight and political support provided by the 
Local Government Commission of North Carolina (LGC). 
Eastern recently renewed its supplemental power 
agreement with Carolina Power f. Light (CP&L), which will 
provide North Carolina Eastern Municipal Power Agency 
(NCEMPA) wilh adequate power supplies through 2009 
and should provide NCEMPA wilh additional cost savings.

North Carolina 
Municipal Power 
Agency No, 1

NC BBB+/Stable 5 Jeanny Silva

North Carolina Municipal Power Agency (NCMPA) 
continues to take measures to improve its cost structure, 
It is currently negotiating certain modifications to an 
interconnection agreement wiilh Duke Energy while 
negotiating a new more favorable arrangement with 
Southern Power. The contract arrangements should help 
the agency to conlain its above-average wholesale rates.

Lincoln Electric 
System NE AA/Stable 2 Swami

Venkataraman

Lincoln Electric System (LES) announced the acqui. lion 
of ol a 100 MW stake in the Council Bluffs unit #4 coal 
plant being built by Mid American Energy. The business 
profile Is exceptionally strong fora vertically integrated 
utility, and continued stable financial performance Is 
expected.

Municipal Energy 
Agency of 
Nebraska

NE A-/Stable 5 Peter Murphy
Municipal Energy Agency of Nebraska's (MEAN) 
particip .Jon in the Council Bluffs Unit HA coal-fired facility 
represents a shift into acquiring generation assets. The 
lack of competitive threats in Nebraska for the 
foreseeable future is key to the rating.

Nebraska Public 
Power District NE A/Negative 4 Swami

Venkataraman

Nebraska Public Power District's (NPPD) Cooper Nuclear 
Station is expected to emerge out of "repetitively 
degraded" status by the first quarter of 2004. The 
decision to sign a management contract for Cooper with 
Entergy is a positive development, Key credit issues 
include the need lo secure reasonable power sales 
contracts for Cooper beyond 2004 and lo maintain 
financial performance in the face of additional borrowings 
for the new Beatrice Gas Station and the recently 
announced acquisition of 150 MW from Omaha Public 
Power District's (OPPD) Nebraska City #2 coal unit.

Omaha Public 
Power District NE AA/Stable 3 Swami

Venkataraman

Stable financial performance is expected lo continue at 
this low-risk utility in the all-public power state of 
Nebraska. OPPD announced the construction of the 
potentially 600 MW Nebraska City H2 coal station, with its 
own requirement limited to 300 MW. OPPD is expected to 
structure tho additional capacity wilh no Impact on its own 
credit rating.

Long Island 
Power Authority NY A-/ Neg 4 Terry Pralt

In June 2003, Suffolk ratepayers began to pay a 
surcharge related lo the Shoreham plant that will be 
approximately 2.8% per year through 2029. The 
surcharge will be used to cover debt servico on the 
Shoreham-relaled bonds and improves Long Island 
Power Authority's (LIPA) financial position. LIPA's 
contract capacity grow in 2003 with the addition of 55 MW 
at FPL Jamaica Bay and 52 MW at Greenport. The 
negative outlook reflects CFO turnover, lack of a long­
term supply program, and potential acquisition of the 
Keyspan generation assets.

The outlook for New York Power Authority (NYPA) 
remains stable due to maintenance of strong coverage
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New York Stale 
Power Authority NY AA-/Slable 5 Dimitri Nikas

levels, resolution of the litigation surrounding the Power 
Nowl assets in New York City, and prospects for an 
Improved hydrology environment going into 2003. NYPA's 
senior debt coverage in 2002 was 2.2x without the 
Entergy payment and 2.9x wilh the Entergy 
payment.NYPA is forecasting coverages above 1.8x from 
2003-2007, excluding the annual S118 million Entergy 
payment.

Cleveland Public 
Power System OH A-/Stable <1 Jeff Panger

Cleveland Public Power System (CPP) continues to 
maintain its rate advantage and post net meter gains from 
Cleveland Electric Illuminating Co., with which it directly 
compotes on a door lo door basis. However, CPP's rate 
advantage has declined over the past several years, and 
with the expiration of one-third of purchased power 
contracts, CPP will continue to be challenged to maintain 
Its completive position.

Ohio Municipal 
Electric 
Generating 
Agency (Belleville 
Hydro Project)

OH BBB+/Stable 5 Jetf Panger

American Municipal Power-Ohio’s diverse member base 
provides support lo credit quality, but contract structure 
introduces risk due to the presence of some weak 
members. Additional project operating history ci.-i 
oversight of members has mitigated concern regardmg 
the limited step-up and a number of members that are of 
weaker credit quality, resulting in a rating upgrade in 
October 2003. Stable water (lows continue to mitigate 
concern regarding the run-of-the-river nature of the 
project.

Grand River Dam 
Authority OK BB8+/Slable 6 Jeanny Silva

Short-term off-syslem contracts accounting for 
approximately 30% of operating income expose the 
Grand River Dam Authority (GRDA) to merchant risks 
over the Intermediate term. These risks are tempered by 
the GRDA's proven ability to add new contracts and 
extend existing ones, most recently with the extension of 
the Stillwater contract, which extends through 2011-2013. 
GRDA's liquidity position continues to be strong, with 
about 150 days cash on hand. Performance for the last 
12 months ending September 2003 was significantly up, 
as compared lo the sumo period last year, largely 
because of higher weather-related (peaking) demand and 
growth at some of the GRDA's municipal customeis.

Oklahoma 
Municipal Power 
Authority

OK A/Stable 4 Jeanny Silva

Thu Oklahoma Municipal Power Authority faces 
uncertainty regarding its transmission arrangements with 
Oklahoma Gas & Electric (OGdiE) and the degree to 
which It will need to contribute lo capital expenditures 
designed to improve the reliability of transmission assets 
in the southwest region of Its service area. The Oklahoma 
Municipal Power Authority should continue to meet 
casflow adequacy measures commensurate with its 'A' 
rating provided that its debt levels and transmission costs 
do not materially increase beyond current projections.

Bonneville Power 
Administration OR AA-/Negative 5 Swami

Venkataraman

The Implementation of the Safety Net CRAC starting Oct. 
1, 2003, as intended by the mechanism, removes concern 
about tho uso of savings from a debt optimization 
program ($315 million In fiscal 2003) lo offset Ihe need (or 
additional rate increases. Bonneville Pow<v 
Administration (BPA) is expected to end its fi.- .-il 2003 
wilh a much Improved liquidity position. Hrwev.v. BPA 
remains significantly dopendent on hydro conditions and 
wholesale power prices over the next three years until the 
next rate period. The risk of unfavorable market 
conditions depleting liquidity remains. Further rale hikes 
lo customers, if required, will b8 politically difficult.

Eugene Water & 
Electric Board 
(Electric System)

OR AA-/NegalivQ 4 Paul Dyson

As did many northwestern utilities, Eugene Water & 
Electric Board (EWEB) experienced highor-than- 
anticlpated purchased power costs during the drought 
and energy market volatility of 2001. The system's almost 
complete dependence on hydrological sources for its 
power and recent local adverse hydrological and market 
conditions have also challenged Ihe utility's financial 
performance. Tho negative outlook reflects EWEB's 
increased risk proHle, including increased reliance on off- 
system sales lo meet rapidly escalating debt service 
payments that will double over the 2002-2007 period, as 
well as EWEB's reduced rate-setting flexibility, given 
recent largo rato increases. Cost pass-thoughs from 
Bonneville appear lo be diminishing somewhat in the near
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term, and this should allow the utility to improve overall 
operations and financial performance.

Puerto Rico 
Electric Power 
Authority

PR A-/Stablo 2 Jolt Wolinsky

Rating stability centers on Puerto Rico Electric Power 
Authority's (PREPA) ability to main'ain a stable financial 
profile and to continue lo make progress on its large and 
much needed capital program. PREPA's projected 
minimum debt service coverage ratios remain sound al 
about 1.53x, which arB slightly lower than historical levels. 
Minimum (ixed-charge coverage, which includes a portion 
of the payments under the power purchase agreements, 
will be adequate, but at the lower level of 1.47x.

Piedmont 
Municipal Power 
Agency

SC BBB-/Nega!ive 6 Dimitri Nikas

Piedmont Municipal Power Agency has successfully 
arranged for replacement supplemental and backup 
sources of energy after its interconnection agreement with 
Duke expires in 2006, arresting any concerns that the 
financial and business profiles could be adversely 
affected. The outlook was revised to stable to reflect this 
event.

South Carolina 
Public Service 
Authority

SC AA-/Stable 3 Dimitri Nikas
The combination of efficient low-cost generation, lack of 
deregulation efforts, and diverse customer base provide 
support to credit quality. Furthermore, Santee Cooper's 
prudent management and strong financial profile, 
including substantial liquidity, ensure a stable outlook.

Chattanooga 
Electric Power 
Board

TN AA/Statle 2 Ted Chapman

Chattanooga Electric Power Board's (Chattanooga EPB) 
front-loaded debt service and strong overall electric 
system coverage are part of Chattanooga EPB's efforts lo 
remain competitive and retain a large industrial customer 
base in the event the TVA service area were In 
restructure to allow retail competition. Chattanooga EPB's 
telecommunication venture, while a small portion of total 
system revenues, reached break-even status in 2002, 
ahead of schedule, limiting the risk to the electric system.

Knoxville Utilities 
Board TN AA/Stablo 2 Ted Chapman

Knoxville regularly exceeds internal debt service of at 
least 3x. There is some risk associated with above- 
average amount of variable-rate debt, but moderated wilh 
rapid maturity by 2004. Benefits from reduced operating 
risk from its status as a TVA all-requirements customer.

Memphis Light 
Gas and Water TN AA/Stable 2 Ted Chapman

A recently completed first-of-its-kind 51.5 billion debt- 
financed prepaid purchased power agreement 
(transaction rated ’AA-'/stable) with Ihe TVA is expected 
to save Memphis Light Gas and Water a net S13 million 
per year for the next 15 years. The transaction Introduces 
a significant fixed-cost component that has been 
introduced by shifting a portion of the all-requirements 
power supply to debt service.

Nashville Electric 
Service 
(Nashville & 
Daviuson County)

TN AA/Siable 3 Peter Murphy

Nashville Electric Service's manageable capital plan 
addresses the distibution-only system’s growth and 
reliability needs. TVA continues to provide a reliable and 
reasonably priced power supply on a take-and-pay basis, 
which limits Nashville Electric Service's exposure to 
TVA's high debt burden. The system's expected modest 
customer growth and relatively low rates should result in 
continued good coverage levels, consistent wilh its rating 
level.

Austin Combinod 
Utility (senior lien) TX A/Positive 4 Ted Chapman

A recent unplanned outage at one ol the South Texas 
Project nuclear units forced the utility to purchase power 
from the markot to replace the temporarily lost portion of 
thoir generation portfolio, but the cost for replacement 
power was manageable. Austin closed this lien after 
having separated the eloctric system and the water and 
sowor systoms' net rovonuo pledges in 2000. The utility 
continues efforts lo restructure debt and separate 
business lines, which could improve competitiveness in 
an opon-market scenario. It recently completed n 
comprehensive risk management policy applicable lo 
finances, operations, and day-to-day policies and 
procedures.

Brownsville 
Utilities System TX BBB«/Sl>'ible S Peter Mjrphy

Trio koy challenges facing Brownsville Utilities System's 
operations Include Ihe need for reliable power and fresh 
water supplios to servo its growing cuslomor demand 
while maintaining competitive rates Brownsvillo U'ililios 
System Is alroedy subject lo direct competition In some of 
its electric service area, and thus its recently adoplod rate
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increases across all three business segments (electric, 
water, and sewer) over Ihe next four years should fund 
system growth whilo maintaining liquidity and coverage 
levels.

Denton
Combined Utility TX A+/Slnblo 4 Peter Murphy

Denton Combined Utility's electric system provides three- 
fourths of the operating revenue of the combined water, 
sower, and electric utility. Tho performance of Texas 
Municipal Power Agency's (TMPA) Gibbons Creek plant, 
which provides about two-thirds of Ihe city's energy is 
critical to the rating. Other challenges include exposure to 
market forces for the city's growing load, as well as 
infrastructure needs in all three systems that have driven 
rising debt levels. Denton Combined Utility's liquidity is 
strong but may decline as rate stabilization reserves aro 
depleted lo offset TMPA's high fixed costs over the next 
decade.

Garland
Combined Utility TX A+/Slabie 4 Ted Chapman

Although Garland Combined Utility has recently acquired 
additional generation assets, it remains dependent upon 
Texas Municipal Power Authority's high-cost coal-based 
power for Ihe majori'.' of Its load requirements. 
Substantial off-balance sheet debt associated with TMPA 
remains a manageable challenge. Garland does not plan 
lo opt-in lo the competitive retail market within ERCOT.

Lower Colorado 
River Authority 
Transmission 
Services Corp.

TX A/Stabu 3 Anne Setting

The transmission business is highly dependent on 
regulatory approval of cost recovery for new transmission 
projects. Transmission Services Corp. (TSC) is 
embarking on a S1.3 billion transmission investment plan 
(2004-2008) that is will be 96% debt-financed and which 
could expose Lower Colorado River Authority (LCRA) to 
regulatory disallowance or timing delays that could slrass 
cash (lows. To date, regulatory treatment has been 
favorable, and the rating reflecls Ihe expectation that the 
regulatory process will be sufficient to provide LCRA TSC 
with sufficient revenues lo maintain a minimum of 1.25x 
debt service coverage each year and that liquidity levels 
will remain sufficient to support a substantial capital plan.

Lower Colorado 
River Authority TX A/Stable 4 Anne Selling

LCRA has a diverse resource mix that provides favorably 
priced energy to LCRA's 42 wholesalo customers. The 
resource mix is expected to contribute to a stable revenue 
stream, despite a newly deregulated retail market in 
ERCOT LCRA announced in December 2003 its 
proposed acquisition of Calpine Corp.'s 50% Interest in 
the Lost Pines Power Project, a 545 MW combined-cycle 
power plant. LCRA owns Ihe other 50% interest in the 
planl through its affiliate, GenTex. The purchase Includes 
a one-year agreement that allows Calpine to call up to 
250 MW. LCRA is expected lo close the sale in January 
2004 and will debt-fmance the majority of the purchase. 
Debt-service coverage is not expected to materially 
change as a result of the purchase, and is forecast lo be 
1.3x in 2004.

Lubbock Pov/er 
and Light TX BBB-ZNegalive 7 Peler Murphy

Lubbock Power and Light is unique among public power 
entities in that In 80% of ils service area it faces direct 
competition from Southwestern Public Service, a unit of 
Xcel Energy. The city must reston its competitive position 
and stem customer losses and reslore ils profitability to 
remain viable. Lubbock must also successfully implement 
a plan regarding its power supply portfolio and must 
continue to recover costs on a timoly basis via ils fuel cost 
recovery mechanism.

New Braunfels TX AWstablo 5 Tod Chapman

This combined electric, water, and sewer utility is located 
in a high-growlh corridor between San Antonio and 
Austin, helping the largely residential customer base to 
grow and diversify. Manageable growth, single 
certification of tho electric service area to tho city, and a 
favorable lake-and-pay agreement for wholesale power 
wilh LCRA have allowed NBU lo maintain debt service 
coverago generally in excess of 4x and strong system 
liquidity. While the system does have additional debt 
plans over the noxt five years, no financing noeds are 
projeclod for tho aloclnc syslem.
Sam Rayburn Municipal Power Agency restructured its 
outstanding debt in 2002 in conjunction wilh the salo ol ils 
generation asset lo Entergy in return for a long-term, 
fixod-rale purchased power contract. The agency's dobt is
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Sam Rayburn 
Municipal Power 
Agency

TX BBB-/Stable 6 Ted Chapman

secured by an unconditional commitment to pay by throe 
Texas municipal electric systems (Jasper, Liberty, and 
Livingston) that include an unlimited step-up obligation. 
The three municipal electric systems have rate structures 
that are designed to cover the high fixed costs of the Sam 
Rayburn debt, and all are experiencing moderate to 
strong system growth. All three cities are located outside 
of Ihe ERCOT region and retail choice is not an option at 
this time. Although power supply is 100% dependent on 
delivery and performance by Entergy, the contract is no 
longer plant-specific, reducing the single-asset risk.

San Antonio 
Electric and Gas TX AA+/Stable 2 Arloen

Spangler

The ratings reflect San Antonio's continued ability and 
success at providing low-cost rales lo customers, 
managing a diverse resource portfolio, and hedging 
commodity price risk on behalf of its customers while 
maintaining a strong financial profile. The rating 
anticipates a continued strong financial profile and legal 
protections for bondholders.

Texas Municipal 
Power Agency TX A+/Stable 5 Ted Chapman

TMPA's (our participants (Denton, Garland. Greenville, 
and Bryan, Texas) are unconditionally obligated to pay 
the costs of TMPA with an unlimited step-up provision. 
Operations at the Gibbons Creek coal-fired plant are now 
strong, and the additional transmission revenues that 
TMPA began receiving in 2000 as a result of the 
deregulated ERCOT market have helped buy down the 
high fixed costs of the agency. Members are not planning 
to opt-in to the competitive Texas market and are 
expected to be able to support the above average cost of 
power from TMPA as part of their overall generation 
resources. Near-term challenges include a possible 
investment in expanded rail delivery capacity at Gibbons.

Virgin Islands 
Water and Power 
Authority

USVI BBB-/Stable 5 Jeff Wolinsky

Rating stability centers on Virgin Islands Water and 
Power Authority's (WAPA) ability to maintain a stable 
financial profile while making progress on its capital 
program. Over time, the rating could be raised, as the 
large capital program is completed and operations 
improve. However, the regulatory oversight and tourism- 
based economy will likely limit Ihe rating to the 'BBB'' 
category.

Intermountain 
Power Agency UT A+/Slabte 4 Markela

Soward

Intermountain Power Agency (IPA) continues to benefit 
from efficient operations, with ils two coal-fired units 
running at an availability of 93% in 2002, compared to the 
incustry average of 74%. These strengths are tempered 
by substantial fixed costs associated wilh about S3.2 
billion of debt and high fuel costs. Debt service continues 
to represent nearly two-thirds of revenue requirements at 
2.88 cents/kWh and translates into debt service payments 
lhal account for 55% of IPA's total revenue requirement.

Utah Associated 
Municipal Power 
Systems (Craig 
Mona Project)

UT A-/Stable 4 Markela
Soward

The downgrade to tho transmission project rating in 2002 
reflects the deterioration in credit quality of the largest 
participants in the project. A number of the Utah municipal 
electric systems struggled to meet load growth through 
power purchases at a time when market price volatility 
has been substantial. Tho stable outlook reflects 
Standard & Poor's expectations that recent rale increases 
and decreased exposure to purchases in the open market 
will stabilize the financial well being of Ihe participants In 
the transmission project.

Benton County 
Public Utility 
Oistrict No. 1

WA BBBr/Stablo 5 Paul Dy3on

Benton County Public Utility Oistrict has had recent 
success h meeting relatively high wholesale sales 
projections necessary to achlovo healthy margins and 
debt service coverage, and its forecasts show less 
dependence on such sales to meet future debt 
obligations. In addition, the utility has made proactive 
management steps that will likoly improve financial 
performance, Including an acceleration of a future 2004 
rate Increase into 2003, a new power cost adjustment 
mechanism, strengthened financial policies and risk 
management techniques, and a material change towards 
conservatism in ils forecasts, which, nonetheless, 
continue to show good financial margins and coverage.

Chelan County 
Pub Utility District 
No. 1 (Chelan

WA AA/Stable 2 Leo Carrillo
The ratings on Chelan County's revenue bonds reflect 
very low production costs, avc. aging two cents per KWh. 
retail rates that are among Ihe lowest In tho U.S., 
consistently strong financial performance, and a strong,
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Hydroelectric
Consolidated
System)

liquid balance sheet with enough cash on hand to meet all 
planned capital expenditures and to protect against 
contingencies.

Chelan County 
Public Utility 
Distric No. 1 
(Rocky Reach 
Hydroelectric 
System)

WA AA/Stable 2 Leo Carrillo See Chelan County Public Utility Distric No. 1 (Rocky 
Reach Hydroelectric System)

Chelan County 
Public Utility 
District No. 1 
(Rock Island 
Hydroelectric 
System)

WA AA/Stable 2 Leo Carrillo See Chelan County Public Utility Distric No. 1 (Rocky 
Reach Hydroelectric System)

Clark County 
Public Utility 
District

WA A/Stablo 4 Markela
Soward

Clark Public Utility District's (CPUD) higher priced gas 
contracts will expire over the first quarter of 2004, leaving 
CPUD with the possibility of negotiating newer, potentially 
cheaper contracts going forward. However, to date CPUD 
has only secured by 00% of its gas requirements for fiscal 
2004, wilh no contacts secured for fiscal 2005. CPUD's 
power resource mix will adjust slightly starting in fiscal 
2004, with a few long-term power contracts expiring. As a 
result, CPUD's gas-lired plant, The River Road 
Generating Plant, v/ill account for 39% of its overall power 
mix, a 4% increase from fiscal 2003. Cash flow debt 
service remains improved for fiscal 2004, wilh coverage 
hovering around 1.51x. A 5% rale increase was 
implemented in 2003, which has helped improve 
coverage and the increased costs associated with 
purchased power from Bonneville Power Administration 
under the cost-recovery adjustment clause (CRAC).

Ccvlitz County 
Public Utility 
District

WA A-/Negative 4 Markela
Soward

Cowlitz County Public Utility District was placed on 
negative outlook in March 2003 due lo severe damage to 
its dam, leaving it somewhat reliant upon spot-market 
purchases for substitute power, coupled with alreaoy low 
unrestricted reserve levels. This left Ihe district with less 
of a financial cushion should other unplanned future costs 
occur. The Cowlitz County PUD remains committed to 
increasing rates and as of Oct. 15, 2003, had just recently 
passed a 4.5% rate Increase. The rate increase was 
slightly less than the projected rate increase of 10%-12% 
estimated earlier in the year. In the first quarter of 
calendar 2004 Ihe district will most likely issue bonded 
debt to fund the reconstruction of Swill No. 2.

Douglas County 
Public Utility 
District It 1 (Wells 
Project)

WA AA/Stable 2 Leo Carrillo
Very low production costs of about 10 mills per kWh and 
favorable environmental attributes make for one of the 
most competitive hydroelectric resources In Ihe Pacific 
Northwest. Single-asset risk is the only major credit 
concern underlying the 'AA' rating.

Douglas County 
Public Utility 
District No. 1

WA AA-/Stable 3 Leo Carrillo

The district’s very strong financial profile and conservative 
budgeting policies complement a strong business profile 
characterized by very low retail rales, an efficient and 
very low-cost generating resource In the Wells Project, a 
largely residential retail base. These credit strengths 
easily overcome potential concerns regarding the small, 
agriculture-based local economy, potential reliconsing 
costs at the Wolls Project, or capital requirements for 
buildout of tho district's telecommunications system. 
Unrestricted cash of $25 million exeeds outstanding debt 
of $19 million. Lovelized debt service coverage is 
projeclod lo exceed 2x, oven under the conservative 
assumption of very low streamflow and cost based rates.

Franklin County 
Public Utility 
District

WA BBD/Stablo 5 Paul Dyson

Signficant operating losses in 2002 demonstrated 
heightened risk due to recent transition to generation 
ownership, dependence on olf-systern sales revenues of 
surplus hydro power, and exposure to Bonneville prico 
increases. Management's adherence to aggressive 
wholesale revenue forecasts Is still a credit concern. 
Strengths include management's recent implementation 
of on 11.5% rate surcharge in January 2003 and tho 
district's recent success in meeting somowhnt aggressive 
off-system snlos for resale targets for 2003 to date 
(unaudited). In spite of those positive factors, tho district's 
financial performance could be Impaired as a result of its
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total dependence on gas and hydrological power 
resources, which are volatile in nature In terms of both 
availability and price. The utility’s debt service coverage 
policy of 1.6x contributes to the strength and stabliity of 
the rating.

Grant Counly 
Public Utility 
District No. 2 
(Electric System)

WA A+/Nega!ive 4 Leo Carrillo

Weak cash flow coverage prompted Standard & Poor's to 
revise in January 2003 its outlook to negative on the 
rating for Grant County's distribution system, after the 
district chose to rely exclusively on power cost deferrals 
to recover unusually high power costs in ‘ ;ose years. The 
district imposed a rate increase cf 4% in • .pril 2003 and 
plans another for 2004. Although Standard & Poor's is 
concerned with the utility's finnicia! profile and rate-setting 
responsiveness, Grant County's credit quality remains 
strong, helped in large part by the very low production 
costs of below S13 per megawatt-hour at the district’s two 
hydroelectric projects, a return lo Bonneville Power 
Administration for the district’s full r -ferenlial amount in a 
shaped-block product, and residential rales that are 
among the lowest in Ihe nation.

Grant County 
Public Utility 
District No. 2 
(Priest Rapids)

WA AA-/Slable 2 Leo Carrillo

Very low project costs of S6.24 per megawatt-hour (MWh) 
at Wanapum and S8.11/MWh at Priest Rapids enable 
Grant County PUD to offer extremely competitive cost- 
based power In the current western electric markets. It is 
expected to continue to be supportive of strong credit 
quality. Unconditional power-purchase contracts with 12 
(Priest Rapids) and nine (Wanapum) purchasers for 
63.5% of each project's output through Oct. 31, 2005, and 
Oct. 31, 2009, respectively, with the remaining 36.5% 
reserved for sale to tho district's electric system provide 
long-term stability. Costs continue to be passed directly 
through to participants based on their percentage share.

Grant County 
Public Utility 
District No. 2 
(Wanapum)

WA AA-/S!ablo 2 Leo Carrillo Sne Grant County Public Utility District No. 2 (Priest 
Rapids)

Grays Harbor 
Counly Public 
Utility District No. 
1

WA A-/Slable 4 Markela
Soward

Grays Harbor County Public Utility District is similar to 
sister PUDs Benton and Franklin, but key differences 
enabled rating to remain in the 'A' category. Grays Harbor 
County PUD also acquired a participation in Bonneville 
hydro generation assets, with the intention of subsidizing 
rates wilh profits from off-system sales, which failed to 
materialize in 2002. In response to resulting operating 
loss, Grays Harbor County PUD drastically reduced 
forecasted margins from off-system sales. Conservative 
forecasting increases likelihood district will achieve sound 
coverage going forward.

Seattle City Light WA A/Negative 4 Loo Carrillo

Seattle City Light (SCL) continues to face financial 
pressure as it digs itself out of the financial hole created 
by exceptionally high purchased-power costs in 2001 and 
lower-than-anticipated wholesale revenues in 2002. 
Although operations remain solid, and SCL is in resource 
balance at critical water levels, tho utility will have 
seriously constrained liquidity through 2004. Although 
generating positive cash flow, all excess revenues will be 
used to repay short-term borrowing, expected to occur in 
mid-2004. The negative outlook reflects Ihe downside 
potential of the rating If SCL's recovery lo a cash (low 
positive financial position is delayed substantially beyond 
fiscal 2004. Delays could be caused by variable water 
conditions, low wholesale market prices, ? Jditional rate 
increases from Bonneville that are not pa ;sed through to 
retail customers, or unexpected capital mieds.

Snohomish 
County Public 
Utility District No. 
1

WA At/Slablo 4 Markela
Soward

Snohomish Counly Public Utiluy District continues to 
reiain its solid financial profile. Current emphasis is to 
bring rales down while continuing to fund a significant 
share of capital needs from operating revenues to reduce 
the utility's overall debt burden. Snohomish County PUD 
is considering several options to help cover a shortfall that 
is materializing for ils current fiscal 2004 year. The 
shortfall does not Include the pending Increases in the 
CRACs under Bonnoville bocause Snohomish Is a block 
and slice customer.
Management's sound financinl policies, as shown by Ihe 
early implementation of a 50% rate surcharge during tho
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Tacoma Light & 
Power WA Ar/Slable 4 Anne Selling

western energy crisis and a 100% pass-through of 
Bonneville Power Administration's (BPA, 'AA-/Negalive') 
48% rate increase in October 2001, served to quickly 
restore Tacoma's financial health following the Western 
energy crisis. The decision to sign a five-year contract 
with BPA using Ihe block product instead of Ihe SLICE 
product Insulates Tacoma from hydro risks and reduces 
its reliance on wholesale revenues lo meet debt service 
coverage. The stable outlook reflects the rapid recovery 
from financial challenges associated wilh the 2001 power 
crisis and an expectation that cash flow al the utility will 
return to historically strong levels by the end of fiscal 
2002.

Wisconsin Public 
Power Inc. Wl A/Stable 4 Jeff Panger

Wisconsin Public Power Inc.'s (WPPI) rating and outlook 
are bolstered by the strength of its all-requirements power 
supply contracts wilh 37 members, low rates and 
automatic pass-through adjustments, and solid liquidity, 
all of which serves to insulate WPPI from pressures 
associated with a reliance on purchased power and a 
retail level base that is highly concentrated in paper 
product manufacturing. Through Ihe third quarter ol fiscal 
2003 year-over-year operating Income has declined 10%, 
as fuel and purchased power expense has increased on a 
unit basis, but volume purchased was lower in response 
to decline in demand, driven by generally cooler weather 
and weakened economic conditions.

Wyoming 
Municipal Power 
Agency

WY A-/Stable 4 Peter Murphy
Wyoming Municipal Power Agency's (WMPA) compolive 
cost structure and its all-requirements members' stable 
customer bases should enable the agency to maintain its 
sound financial results.

Table 2 CreditWatch
Issuer Rating Implications Date Reason
Guam Power Authority, Guam BB+ Negative 2/5/2003 Concerns regarding immediate liquidity and financial 

condition.
California Department of Water 
Resources, Calif. BBB+ Negative 5/15/2003 Reduction in indenture-required funds and Western Area 

Power Administration payments.

Table 3 Outlook Changes
t.suer To From Date Reason
Benton Counly PUD f/1, Wash. Stable Negative 10/30/2003 Reduced reliance on off-system power sales to meet financial 

targets.
Lubbock, Texas Negative Stable 8/22/2003 Deteriorating financial and competitive position.
West Texas Municipal Power 
Agency, Texas Negative Stable 8/22/2003 Downgrade of dominant member, Lubbock, Texas.

Franklin County PUD, Wash. Stable Negative 6/13/2003 Revenue enhancements and reduced reliance on off-system 
sales in financial forecast.

Notes: Ratings are from May 31, 2003 to Jan. 20, 2004. PUD -  Public Utility District.

Table 4 Rating Changos
Issuer To From Date Reason
Benton County PUD #1, Wash. BB8+ BBB 10/30/03 Revenue enhancements and increased conservatism In 

budgeting.
Ohio Municipal Electric Generating 
Agency, Ohio BBB+ BBB 10/27/03 Positive project operating history.
Orlando Utilities Commission, Fla. (junior 
lien only) AA AA- 10/02/03 Combining of subordinate and senior lions.

Lansing Board of Water & Light, Mich. AA- AA 08/22/03 Losses in chilled water unit reduced financial flexibility through 
extension of dobl maturities.

Lubbock, Texas BBB- A> 08/22/03 Deteriorating financial and competitive position.
Wosl Toxas Municipal Power Agency, 
Texas BBB- A+ 08/22/03 Downgrade of dominant member, Lubbock. Texas.
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Guam Power Authority, Guam BB+ BBB 07/16/03 Financial pressures associated with widespread typhoon 
damage, diminished cash flow coverage, and weakened liquidity.

Granbury, Texas A A- 06/17/03 Improved financial performance and customer growth.
Northern California Power Agency 
(Geothermal Project), Calif. BBB+ A- 01/20/04 Reduced credit quality of project participants.
Northern California Power Agency 
(Combustion Turbine Project ff 1), Calif. BBB+ A- 01/20/04 Reduced credit quality of project participants.

Notes: Ratings are from May 31, 2003 lo Jan. 20, 2004. PUD - Public Utility District.

Table 5 Previously Published Public Power Articles
Nov. 12,2002 Public Finance Criteria: Public Power
Oct. 9. 2003 Credit Implications of Public Power Utilities' Power Purchases
Nov. 11,2003 Prepurchased Power and ils Implicalions for Public Power Ratings
May 20. 2003 Maximizing Public Power Rating Potential
May 27, 2003 Public Finance Report Card: Public Power and Cooperatives

Table 6 Contact Information
Crodlt analyst Location Phono E-mail
David Bodek, Director Now York 1 (212) 438-7969 david_bodek@standardandpoors.com
Leo Carrillo, Associate San Francisco 1 (415)371-5077 leo_carrillo@standardandpoors.com
Ted Chapman, Associate Director Dallas 1 (214)871-1401 lheodore_chapman@standardandpoors.com
Paul Dyson, Associate San Francisco 1 (415)371-5079 paul_dyson@slandardandpoors.com
Jodi Hecht, Director New York 1 (212)438-2019 jodi_hecht@standardandpoors.com
Susan Knutson, Associate Director Chicago 1 (312) 233-7017 susan_knutson@standardandpoors.com
Michael Messer, Associate New York 1 (212)438-1618 michael_mosser@slandardandpoors.com
Peter V. Murphy, Director New York 1 (212)438-2065 peter_murphy@standardandpoors.com
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Jeff Panger, Director New York 1 (212)438-2076 jeff_panger@standardandpoors.com
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Terry Pratt, Director New York 1 (212)438-2080 terry_pralt@standardandpoors.com
Anne Selling, Associate Director San Francisco 1 (415)371-5009 anne_selling@standardandpoors.com
Jeanny Silva, Associate New York 1 (212)433-1776 jeanny_silva@standardandpoors.com
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Arieen Spangler. Director New York 1 (212)438-2098 arieen_spangler@standardandpoors.com
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Anchorage, Alaska 99501-2133
Tel (907) 269-0174 
Fax (907) 269-0177

Existing Law regarding the R C A ’s Authority to consider costs in 
determining just and reasonable rates.

Sec. 42.05.431. Power of commission to fix rates.

(a) When the commission, after an investigation and hearing, finds that a rate 
demanded, observed, charged, or collected by a public utility for a service subject to the 
jurisdiction of the commission, or that a classification, rule, regulation, practice, or 
contract affecting the rate, is unjust, unreasonable, unduly discriminatory or 
preferential, the commission shall determine a just and reasonable rate, classification, 
rule, regulation, practice, or contract to be observed or allowed and shall establish it bv 
order......

[-42.05.431 (a) specifies that the RCA does indeed have the authority to evaluate 
the costs asset ted in the Patton Boggs letter. The RCA would not, under IIB 453 
have the ability to consider the internal wholesale relationship formed between 
a fAA and its member utilities. However, a new or existing contract between a 
utility which is not a member o f the JAA and a utility which is a member o f the 
JAA would still be subject to review under AS 42.05.431]

(b) A wholesale power agreement between public utilities is subject to advance 
approval of the commission. After a wholesale power agreement is in effect, the 
commission may not invalidate any purchase or sale obligation under the agreement. 
However, if the commission finds that rates set in accordance with the agreement are not 
just and reasonable, the commission may order the parties to negotiate an amendment to 
the agreement and if the parties fail to agree, lo use the dispute resolution procedures 
contained in ihe contract.

[42.05.431 (b) recognizes the primacy o f contracts in disputes overrates.]

Web Site: w ww.akrcpublicans.org/licinsc/ • E-mail: Rcprcsen(ntivc_ClK'rvll_Hcin:c@ie|>ls.siatc.ak.us

http://www.akrcpublicans.org/licinsc/
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T e s t im on y  o f  C h r is t in e  P i l i l  (Seattle Northwest Securities)
B e f o r e  t h e  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e /

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

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

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

e f f e c t i v e  r a t e s .

A  u t i l i t y ’ s  c r e d i t  r a t i n g  i s  a  p r o x y  f o r  i t s  c o s t  o f  b o r r o w i n g .

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

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

p r o j e c t s .

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

o p i n i o n  o n  t h e  f i n a n c i a l  h e a l t h / p o s i t i o n  o f  a  u t i l i t y ,  p a r t i c u l a r l y  i n  

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

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

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

F o r  e x a m p l e ,  b e i n g  r e g u l a t e d  is  v i e w e d  a s  c o n s t r a i n i n g  a  u t i l i t y ’ s  

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

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

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

p o l i c i e s  o r  p r o j e c t i o n s  w i l l  c o m e  to  f r u i t i o n .

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

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

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

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

l e s s e n e d  b u t  i t s  p o t e n t i a l  e f f e c t  is  s t i l l  a c k n o w l e d g e d .

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

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

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

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

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

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

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

in  2 0 0 3  b y  t h e  c r e d i t  r a t i n g  a g e n c i e s .  N e g a t i v e  r e g u l a t o r y  

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

d o w n g r a d e s .

T h i s  i s  i n  s h a r p  c o n t r a s t  t o  S & P ’s  o b s e r v a t i o n s  o n  t h e  R C A ’s 

s u p p o r t  a s  i n d i c a t e d  i n  t h e i r  w r i t e  u p  f r o m  J a n u a r y  2 0 0 2 :

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

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

t h a t  C h u g a c h  p a y s .

A s  t h e  R C A  p o s i t i o n  p a p e r  p o i n t s  o u t ,  t h e  e l e c t r i c  u t i l i t y  b u  

i s  t h e  m o s t  c a p i t a l - i n t e n s i v e  i n d u s t r y  i n  A l a s k a .  W i t h  C h u g a c h  

s u p p l y i n g  p o w e r  t o  2 / 3 r d s  o f  A l a s k a  a n d  w i t h  M L & P  s u p p l y i n g  a  

l a r g e  p o r t i o n  o f  t h e  r e m a i n d e r ,  a l l  o f  A l a s k a ’ s  e l e c t r i c  c o n s u m e r s  

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

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

e x p e n d i t u r e s .  T o  t h e  e x t e n t  t h a t  a  r e g u l a t o r y  b o d y  t a k e s  a c t i o n  t o  

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

r e g u l a t o r y  e n v i r o n m e n t ,  i t  i m p a c t s  a l l  r a t e p a y e r s ’ i n  t h e  R a i l b e l t .

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

i n c r e a s i n g  i n t e r e s t  i n  f i n a n c i a l  p r o f i l e s ,  t o  t h e  e x t e n t  t h a t  A l a s k a ’s 

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

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

E v e r y t h i n g  t h a t  I h a v e  s a i d  h e r e  a n d  a t t r i b u t e d  t o  S & P  i s  e c h o e d  b y  

F i t c h  R a t i n g s ,  a n o t h e r  l e a d i n g  i n d e p e n d e n t  p r o v i d e r  o f  c r e d i t  

r a t i n g s .  F i t c h  a l s o  t o o k  r a t i n g s  a c t i o n  w i t h  r e s p e c t  t o  C h u g a c h  in

2
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2 0 0 3  w i t h  a  t w o - n o t c h  d o w n g r a d e  ( O c t  0 3 / D e c  0 3 )  f r o m  A +  t o  A - ,  

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

t h e r e o f .

Y o u  h a v e  t h e  c o m p l e t e  r e p o r t s  b e f o r e  y o u .

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

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

c o n s t r a i n t  t o  f i n a n c i a l  f l e x i b i l i t y :

C O N C L U S I O N S

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

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

e v o l v i n g ,  d y n a m i c  e n e r g y  m a r k e t p l a c e .

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

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

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

t r a n s l a t e s  i n t o  h i g h e r  r a t e s  f o r  r a t e p a y e r s .

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

s u b s t a n t i a l l y  m o r e .

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

t h e  s t a t e  r e g u l a t o r y  o v e r s i g h t  b u t  r a t h e r  a r e  l e f t  t o  o v e r s i g h t  b y  

e l e c t e d  b o a r d s ,  m e m b e r s ,  o r  c u s t o m e r s  a n d  c u s t o m e r  

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

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

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

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

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

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

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

e n e r g y  b i l l s .
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CHUGACH ELECTRIC ASSOCIATION, INC
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First Mortgage Bonds A2
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Kevin G. Rose/New York 1.212.553.1653
James Hempstead/New York 
John Diaz/New York

Opinion
Rating Rationale
Chugc :h‘s Aaa raling on its bonds reflects the ir. jrance policy provided by MBIA Insurance Corporation, 
providing for the payment of principal and interest when due. The A2 underlying rating for these bonds has 
come under some pressure recently due to an unsupportive decision by the Regulatory Commission of Alaska 
(RCA) in the co-op’s recently concluded rate case. This rate case outcome is In contrast to largely supportive 
regulatory treatment provided to Chugach in the recent past. Chugach’s standalone credit fundamentals still 
benefit from its dominance in the Alaskan market, its low-risk operating profile, and generally conservative 
financial strategies. We also note that although some 30% of Chugach's total revenues come from two 
customers, these customers have signed either a take and pay or partial requirements contract with the co-op.

We note that allhough Chugacn is a small co-op, it is still the largest power provider in Alaska, serving over 
two-thirds of the Railbelt and owning a majority of Ihe transmission assets in Southcentral Alaska. Most of the 
co-op's generating capacity comes from gas-fired plants that are near Ihe wellhead, making fuel costs more 
affordable. Although certain fuel cosls are cyclical, Chugach has typically managed other costs and rolled on 
increases in sales to minimize the need for rate increases. Also, equity levels have been maintained al about 
25%, while providing regular returns of capital to members. Lastly, any efforts to establish electric competition 
in Alaska are eltectively at a standstill.

Recent Developments

Chugach's request for a 5.7% rate increase and a "hangc in the rate setting methodology were denied in an 
order issued by the RCA on 2/6/03. Preliminarily, Chugach estimates revenue refunds required by the rate 
decision would cause an operating loss of about S2MM for fiscal 12/31/02, causing a shortfall in meeting the 
required 1.1 interest coverage under the Rate Covenant in Chugach's bond indenture. Furthermore, Chugach 
would need to achiovo cost savings or otherwise compensate for the rate reduction to restore compliance with 
the Rale Covenant in 2003. Importantly, noncompliance with the Rate Covenant Interest coverage test is not



causo for acceleration of Ihe obligations. Also, wo note lhat on 2/18/03, the RCA agreed lo slay som e aspects 
of the order, including any change in rates, pending the outcome of Chugach's planned filing of a  motion for 
reconsideration of the order on or before 2/28/03.

Rating Outlook • Stable

The outlook for the Aaa rating is stable as the bond Insurance policy stands behind repayment of the 
obligations. We will continue to monitor the pressure on Chugach's underlying rating. The extent of relief will 
depend in pari on the degree to which Chugach can be successful In obtaining a more supportive outcome 
through a planned filing of a motion for reconsideration of Ihe 2/6/03 rate order.
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Rationale
Standard & Poor's Ratings Services has removed from CreditWatch and 
lowered the underlying ratings on Chugach Electric Association, Alaska's 
revenue bonds to 'A-' from 'A', based on a recent decline in financial margins, 
the decision by regulators to lower its !nterest coverage target for the utility, 
and challenges associated with Chugach's exceptionally large amount of non­
amortizing debt. The insured ratings on the bonds remain unaffected by the 
downgrade.

The underlying ratings on Chugach Electric Association, Alaska's revenue 
bonds are based on the following credit concerns:

• A reliance on regulatory approval of rates and the implications for 
credit quality of the Regulatory Commission of Alaska's (RCA) recent 
decision to reduce its interest coverage target for the utility:

• Weak financial performance in 2002, with a margin for interest (MFI' 
ratio of less than 1.1x versus 1.20x in 2001; and

• Heavy reliance on non-amortizing debt, with 70% of total outstanding 
principal due in 2011 and 2012.

Credit strengths include:

Chugach's dominant market position, competitive rates, and relatively 
diverse service territory near Anchorage, Alaska;
Chugach's dominant market position, competitive rates, and relatively 
diverse service territory near Anchorage, Alaska;
The RC As historic support for a quarterly-reset fuel cost adjustment 
charge, and statutory rate-setting controls that require compliance 
with Chugach's bond covenants; and
Solid equity capitalization, accounting for 23% of assets as of Dec. 
31, 2002, with no current plans for long-term debt issuance, apart 
from refundings.

Chugach Electric Association (Chugach) is a vertically integrated electric 
cooperative that provides electricity through its retail and wholesale 
operations to roughly two-thirds of Alaska's population, amend Anchorage, 
the Kenai Peninsula, and the "Railbelt" corridor between Anchorage and 
Fairbanks. Chugach has approximately $394 million in bonds outstanding as 
of Dec. 31, 2002. The bonds are unsecured obligations of Chugach, 
supported by revenues from its wholesale and retail power sales operations. 
Permissive legal provisions exempt Chugach from maintaining a debt service 
reserve account on any of its unsecured debt.
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Chugach's business profile score is a '4' on Standard & Poor’s 10-point 
scale, with "1" being the highest score. Chugach is Alaska's largest electric 
utility, with 61,000 retail customers and approximately 50% of the state's total 
generating capacity in a region with no outside transmission access.
Chugach serves a moderately urban and growing service territory, with retail 
sales accounting for 64.8% of revenues in 2001 and residential customers 
accounting for 32.9% of revenues. Chugach faces no competition from 
investor-owned utilities, and its only meaningful competition is the municipal 
utility serving Anchorage, Anchorage Municipal Light & Power (MLP). 
Although Chugach's rates, at 4.9 cents per kWh, are only slightly above the 
regional average, contentious relations with the utility's two largest wholesale 
customers continue to distract management. The two wholesale customers 
have a history of pursuing regulatory and legal action in an effort to suppress 
Chugach's wholesale rates.

Financial performance was weak in 2002, with margin for interest coverage 
based on audited financials of less than 1.1x. Financial margins and interest 
coverage have diminished over the past two years, relative to historical 
levels. MFI coverage averaged 1.3x from 1996 to 2000, before falling to 1.2x 
or less in 2001 and 2002. Net operating margins (after interert) averaged 
$7.3 million from 1996 to 2000, versus only $3.6 million in 2002.

The recent decline in financial margins and the relaxing by regulators of 
Chugach's coverage target raises concern regarding regulatory support for 
the maintenance of Chugach's historically strong financial profile. In January 
2003, the RCA issued a rate order that reduced Chugach's target times 
interest earned ratio (TIER) coverage level to 1.30x from 1.35x, requiring a 
rate refund for overcollection in 2000 and 2001. Following an appeal by the 
utility, the RCA revised its rate order, reducing the cost of the rate refund 
from an estimated $7.1 million to $1.6 million. Chugach is absorbing the cost 
of the refund through its cash reserves, which exceeded $7 million as of Dec. 
31,2002.

Chugach expects to achieve MFI coverage of around 1.2x in 2003. Beyond 
2003, MFI coverage remains above 1.3x. based on assumptions of 3% rate 
increases in 2004 and 2006. The projections also assume that the RCA will 
pass through to customers any increases in interest cost associated with 
Chugach's variable interest rate debt. Standard & Poor's continues to regard 
the forecasted interest coverage as thin for a utility with mostly non- 
amortizing debt.

Debt is high, but manageable, with a total debt-to-capital ratio of 75% as of 
Dec. 31,2002, although Standard & Poor's considers the debt structure itself 
to be aggressive. Chugach's heavy reliance on non-amortizing debt 
introduces a significant level of refinancing risk to an otherwise moderate 
debt profile. The use of variable rate debt contributes to interest rate risk, 
especially given the utility's dependence on regulatory approval for recovery 
of rising interest rate costs. Chugach's $60 million in variable-rate debt 
represents 15% of its overall debt burden. With increased refinancing and 
Interest rate risk inherent in Its new debt structure, Chugach’s need for 
financial flexibility has increased.

Overall liquidity is adequate, but cash reserves remain low, given the utility's
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relatively aggressive financial profiie. Total liquidity, including unrestricted 
cash and undrawn credit lines, amounted to $77.3 million, or 214 days' cash, 
as of Dec. 31, 2002. Chugach maintains over $70 million in lines of credit 
with CoBank and National Rural Utilities Co-op Finance Corp, against which 
over $50 million remained untapped as of fiscal year end 2002. Cash 
reserves have remained flat at historical levels, with unrestricted cash 
reserves of around $7.3 million, or 22 days of operating expense at fiscal 
year's end. Chugach does not maintain a debt service reserve fund, and has 
no plans to develop a sinking fund with which to prepay principal payments 
on its non-amortizing debt. Interest earnings from $7 million in cash reserves 
will do little to dampen rising interest rate costs on the utility's $60 million in 
variable-rate debt.

Outlook
The negative outlook reflects Standard and Poor's concern regarding 
Chugach's ability to achieve sound financial margins going forward. Rating 
stability will hinge on Chugach's future financial performance and evidence of 
a clear strategy for managing risks associated with the utility’s non-amortizing 
and variable-rate debt. Management plans to address these risks in its 
revised debt management policy, due for release in early 2004. Sound deot 
management policies could include: limiting growth in the utility's debt 
burden, periodic market purchases of outstanding debt, accumulation of debt 
amortization funds, and maintenance of strong liquidity. However, even with 
sound policies, chronically weak coverage margins could result in lower 
ratings.

Regulation
The RCA retains oversight authority over Chugach's rates, including fuel 
adders, whereas many other generation and transmission cooperatives 
(G&Ts) set their own rates. While state law requires that the RCA approve 
rate levels sufficient to meet Chugach's debt covenants (including the MFI 
covenant), the RCA has the authority to set rates at higher levels.

Standard & Poor's cited the RCA's historical regulatory support as a key 
credit factor in affirming the utility's rating at the time of Chugach's debt 
restructuring in 2001, which reduced the utility's rate covenant to 1.1x from 
1.2x, and converted its debt obligations from mortgage to unsecured debt. By 
that time, the RCA had historically demonstrated a fair degree of regulatory 
support for Chugach through its rate-setting policies and its adopted rates. 
The RCA has consistently adjusted Chugach's rates to meet or exceed its 
target TIER of 1.35x, rebuffing repeated appeals by the utility's wholesale 
customers to reduce financial margins down to Chugach's previous 1.2x MFI 
interest coverage rate covenant. The RCA again demonstrated its regulatory 
support in November 2001, when it granted Chugach an additional 2.37% 
interim refundable rate increase in addition to the 1.6% interim base-rate 
increase awarded two months later. The two rate increases totaled 3.97%, 
just under the 4.0% rate increase that Chugach originally requested.

However, recent regulatory action by the RCA suggests that its support for 
Chugach's credit quality has declined. The revised RCA rate order reduces 
Chugach's target TIER covn. ge level to 1,30x from 1.35x and requires that 
Chugach refund to ratepayers approximately $1.6 million for overcollection in 
2001 and 2002. The last round of ratepayer refunds occurred in 2000, when
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the RCA ordered Chugach to refund $1,9 million in relation to the 1996 test 
year filing and $1 million in relation to the 1997 test year filing.

Standard & Poor's is also concerned that, in adjusting Chugach's rates, the 
RCA may be relying on financial metrics that do not take into account the 
challenges of servicing Chugach's largely non-amortizing debt burden. Since 
the restructuring of the utility's debt in 2000 and 2001, the RCA has adhered 
to its traditional interest coverage metrics. However, the conversion of 
Chugach's debt to largely non-amortizing debt naturally boosts the utility's 
coverage ratios, due to the shifting of principal payments over many years to 
principal payments in only a few years. As a result, TIER and MFI ratios may 
be misleading indicators of financial performance.

Despite the trend toward weakening margins, several favorable regulatory 
support mechanisms and policies remain in place. Foremost is the RCA's 
ongoing support for Chugach's fuel surcharge adjustment factor. The RCA 
granted Chugach this surcharge, reset quarterly, to address the utility's fuel 
risk. Under its fuel supply contracts, Chugach's fuel prices are adjusted 
based on three indices, incorporating a natural gas component, a crude oil 
component, and a home-heating oil component. To date, the RCA has not 
denied Chugach the rates it sought to be set for adjusted fuel costs, and the 
agency usually issues its decision on fuel adders within the allotted 45-day 
deadline.

Management
A seven-member board of directors, elected at large from Chugach’s retail 
membership, oversees the cooperative. Elections are staggered, and 
members serve three-year terms. Chugach does sells wholesale electricity to 
several distribution cooperatives, but these customers have limited influence 
on the rate-setting or governance of Chugach. The wholesale members do 
not have a seat on the utility's board of directors and wield only a single vote 
a piece, with no more weight than those of any of Chugach’s 61,000 retail 
customers. The board may convene at any time to review rates and may 
initiate a base rate change at any meeting, though the RCA must approve 
the change.

Competitive Position
Chugach faces very little competition in its generation, transmission or 
distribution services. There are no investor-owned utilities within its service 
area, and the service area is not interconnected wilh the rest of the state.
The energy needs of Chugach's wholesale customers far outstrip their own 
generating resources. The only meaningful competition Chugach faces is the 
municipal utility serving Anchorage, Alaska, MLP. Chugach's rates are 
average relative to other providers in the area, but slightly higher than MLP's. 
In 2003, Chugach's average residential rate of 10.6 cents per kWh was about 
9% higher than MLP's. The gap between commercial rates was even 
narrower, with Chugach's 8.0 cents per kWh rate only 3% higher than MLP's 
rate.

Markets
Chugach serves a relatively urban service area in tho Kenai Peninsula, the 
suburbs of Anchorage, and, through its economy energy customer, Golden 
Valley Electric Association (GVEA), an area south of Fairbanks. Alaska and
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Chugach's service territory is heavily dependent on primary commodity 
products, particularly the price of a barrel of oil. The state government 
receives a large portion of its general fund revenues from petroleum taxes 
and royalties. This reliance is tempered somewhat by the substantial federal 
government presence. There are several large military bases in Alaska, and 
the administration of the approximately 60% of Alaskan land set aside as 
parks or other protected spaces demands considerable personnel. The 
diversity of Anchorage's economic base compares favorably with that of 
other Alaskan cities. Anchorage is the headquarters for development and 
production of petroleum resources in the North Slope and the Cook Inlet. 
Anchorage also hosts about two-thirds of the tourists visiting the state. Per 
capita income in Anchorage is about 130% of the national average, but the 
cost of liv:ng is also higher.

Chugach's markets are divided among its retail and wholesale operations in 
a manner that sets it apart from most G&T cooperatives. Half of its sales are 
lo retail residential meters, whereas most G&Ts sell to distribution 
cooperatives only. Chugach sells the remaining half of its power to three 
wholesale cooperatives, mainly MEA, Homer Electric Association (HEA), and 
Seward Electric System (SES).

Chugach's retail operation accounted for about 48% of both sales and 
revenues in 2002. Chugach's retail operations can be characterized by a lack 
of concentration both in terms of energy sales and revenues derived. The 
largest customer, the City of Anchorage, accounted for 2.1% of revenues and 
1.1% of sales in 2002. Chugach has a meter per line mile ratio of over 150, 
which is high relative lo those of most cooperatives. Retail revenues were 
roughly split between residential and commercial meters at 33% and 32%, 
respectively, of total revenues in 2002. Chugach has no large industrial 
customers.

Wholesale energy sales totaled approximately 52% of total sales in 2002. 
MEA and HEA are the two largest offtakers, at 22% and 19%, respectively. 
The contracts with MEA and HEA extend until 2014. Chugach also makes 
what it calls "economy" (or non-firm) energy sales to GVEA, which serves 
about 36,000 meters. Chugach has a contract to furnish economy energy to 
GVEA through 2008. Power to GVEA is not included in Chugach's forecasts 
due to its interruptible nature. Chugach has only one all-requirements 
wholesale power customer, whereas most othe; G&Ts sell their wholesale 
power exclusively through all-requirement contracts extending for the life of 
outstanding debt.

Operations
Chugach is the dominant electric utility in the State of Alaska, and owns or 
purchases 654 MW out of the "Railbelt" region's total of approximately 1,200 
MW. Chugach also operates 402 miles of transmission line, 1,590 miles of 
distribution line, and owns or contractually operates 467 MW of capacity. 
Chugach's generation consists of numerous small turbines and plants, which 
generally exhibit strong availability factors. The Beluga Station, a 326 MW 
gas-fired station composed of seven turbines, is the largest generating 
station in Alaska and Chugach's most important generating asset; it accounts 
for 62% of Chugach's total capacity. System peak was 415 MW In 2002. 
Chugach plans for a 30% reserve, double that Standard & Poor’s usually
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sees, due to its isolated location. Current capacity is expected to be sufficient 
until 2009 or 2010.

ChugacU Electric Association; U tility , W holesa le  Electric

The cooperative's power supply portfolio is heavily weighted toward gas-fired 
generation (around 90%), with hydroelectric resources contributing the 
remainder. Chugach has long-term contracts for its natural gas supply 
through what is known as the Beluga producers (which operate the Beluga 
gas field, on top of which the Beluga unit is located) and Marathon Oil. 
Chugach predicts that, given its current gas consumption, its contractual 
allocation of gas production will be exhausted by 2012 in the case of the 
Beluga Producers and 2008 with Marathon. Current pricing is based on a flat 
fee plus tracking indices that match those it files with the RCA, thus 
effectively passing on fuel costs to end customers. In roughly 2008 (projected 
based on current consumption), the fuel-pricing mechanism will shift to one 
that is entirely market based. Before that time, Chugach hopes to renegotiate 
its pricing with the producers to insulate itself from some of the volatility 
associated with the natural gas market.
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F i t c h  D ow ngrades C hugach  E le c  A sso c  B onds t o  ’A - ' ;  S t a b l e  O u t lk

F i t c h  R a t i n g s —New Y o r k - D e c e m b e r  1 2 ,  2 0 0 3 :  F i t c h  R a t i n g s
h a s  d o w n g r a d e d  C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  I n c . ' s  
(C hugach )  $330  m i l l i o n  i n  o u t s t a n d i n g  s e n i o r  u n s e c u r e d  

b o n d s  t o  ' A - '  f r o m  ' A ' ,  a n d  h a s  r e m o v e d  t h e  N e g a t i v e  R a t i n g  
W a t c h .  F i t c h  h a s  a s s i g n e d  a  S t a b l e  c r e d i t  o u t l o o k .  The  
r a t i n g  r e p r e s e n t s  a n  u n d e r l y i n g  r a t i n g  a s  t h e  b o n d s  a r e  
i n s u r e d  b y  MBIA A s s u r a n c e  C o r p . ,  w hose  f i n a n c i a l  s t r e n g t h  
i s  r a t e d  'AAA' b y  F i t c h .  The d o w n g r a d e  r e f l e c t s  a  n e g a t i v e  
s t a n c e  t a k e n  Ly t h e  R e g u l a t o r y  C o m m is s io n  o f  A l a s k a  
( R C A ) to w a rd  C h u g a c h  i n  2003 a n d  t i g h t e r  p r o j e c t e d  f i n a n c i a l  

p r o t e c t i o n  m e a s u r e s  a s  a  r e s u l t .  The  r a t i n g  d o w n g r a d e  a n d  
r e m o v a l  f r o m  N e g a t i v e  R a t i n g  W atch  f o l l o w s  a  r e c e n t  m e e t i n g  
w i t h  m a n a g e m e n t  u p d a t i n g  C h u g a c h ' s  f i n a n c i a l  p r o j e c t i o n s  
a n d  m a n a g e m e n t ' s  p r o s p e c t i v e  b u s i n e s s  a n d  r a t e  s t r a t e g y .

H i s t o r i c a l l y ,  C h u g a c h  h a s  b e n e f i t e d  f r o m  c o n s i s t e n t l y  s o l i d  
f i n a n c i a l  p e r f o r m a n c e ,  c o m p e t i t i v e  e l e c t r i c  r e t a i l  r a t e s ,  
d i v e r s i f i e d  c u s t o m e r  b a s e ,  a n d  a  s u p p o r t i v e  r e g u l a t o r y  
f r a m e w o r k .  I n  a d d i t i o n ,  l o n g - t e r m ,  f i r m  n a t u r a l  g a s  s u p p l y  
c o n t r a c t s  h a v e  h e l p e d  s u p p o r t  s o l i d  o p e r a t i n g  g e n e r a t i o n  
a s s e t s  a n d ,  a l o n g  w i t h  tw o  h y d r o e l e c t r i c  p o w e r  p u r c h a s e  
c o n t r a c t s ,  h a v e  met t h e  n e e d s  o f  a  m o d e r a t e l y  g r o w i n g  
s e r v i c e  t e r r i t o r y .  F i n a n c i a l  p e r f o r m a n c e  h a d  b e e n  v e r y  
s t a b l e  t h r o u g h  2 0 0 1 ,  w i t h  d e b t  s e r v i c e  c o v e r a g e  r a n g i n g  
f r o m  1 . 5 0 - 1 . 8 5  t i m e s  ( x ) , a n d  t i m e s  i n t e r e s t  e a r n e d  r a t i o  
(TIER) a t  1 . 3 5 x  o r  h i g h e r .  C h u g a c h ' s  b a l a n c e  s h e e t  was  
s i m i l a r l y  s o l i d ,  w i t h  e q u i t y - t o - t o t a l  c a p i t a l i z a t i o n  i n  t h e  
2 5 % -2  9 % r a n g e  s i n c e  1 9 9 6 .  C h u g a c h ' s  k e y  c o n c e r n  h a d  b e e n  
t h e  o n g o i n g  d i s c o n t e n t  among i t s  w h o l e s a l e  c u s t o m e r s ,  b u t  
t h e i r  a t t e m p t s  t o  c h a n g e  C h u g a c h ' s  o p e r a t i o n s  a n d / o r  
a c q u i r e  t h e  u t i l i t y  h a v e  n o t  b e e n  s u c c e s s f u l .

B e g i n n i n g  i n  e a r l y  2 0 0 3 ,  a  s e r i e s  o f  RCA r a t e  o r d e r s  e n s u e d  
w h i c h  w e r e  u n c h a r a c t e r i s t i c a l l y  n e g a t i v e  f o r  C h u g a c h ,  a n d  
e v e n t u a l l y  l e d  t o  t h e  c r e d i t  r a t i n g  d o w n g r a d e .  On J u l y  10 ,  
2 0 0 1 ,  C h u g a c h  f i l e d  a g e n e r a l  r a t e  c a s e  w i t h  t h e  RCA 
s e e k i n g  a 6 .5% r a t e  i n c r e a s e ,  o r  n e t  m a r g i n s  o f  $ 1 1 . 9  
m i l l i o n .  The  a d d i t i o n a l  r e v e n u e s  w e r e  n e e d e d  t o  h e l p  f u n d  
c a p i t a l  e x p e n d i t u r e s ,  m e e t  r i s i n g  o p e r a t i n g  e x p e n s e s ,  a n d  
b u i l d  e q u i t y  t o  30%. C h u g a c h  was  a l s o  r e q u e s t i n g  a n  
i n t e r i m  r a t e  i n c r e a s e  o f  4%. A f t e r  r e n d e r i n g  tw o  r a t e  
d e c i s i o n s ,  t h e  RCA e v e n t u a l l y  a p p r o v e d  a n  i n t e r i m  r a t e  
i n c r e a s e  o f  3 .97%  ( e f f e c t i v e  Nov.  1 ,  2 0 0 1 ) ,  b u t  t h e  RCA's  
d e c i s i o n s  q u i c k l y  d e t e r i o r a t e d  f o r  C h u g a c h  t h e r e a f t e r .



F o l l o w i n g  an  u p d a t e d  r a t e  c a s e  f i l i n g  by  C h u g a c h  o n  A p r i l  
15 ,  2 0 0 2 ,  w h e r e b y  C h u g a c h  r e q u e s t e d  a  l o w e r  b a s e  r a t e  
i n c r e a s e  (5.7%) t h a n  o r i g i n a l l y  f i l e d ,  t h e  RCA r e n d e r e d  i t s  
i n i t i a l  d e c i s i o n  ( R a t e  O r d e r  No.  2 6 ) .  RCA O r d e r  No.  26 
r e s o l v e d  c e r t a i n  i s s u e s  i n  C h u g a c h ' s  f a v o r ,  b u t  t h e  
f i n a n c i a l  a d j u s t m e n t s  w e r e  b y  a n d  l a r g e  m o re  h e a v i l y  
w e i g h t e d  a g a i n s t  C h u g a c h  i n c l u d i n g :  (1) r e d u c t i o n  i n
o v e r a l l  TIER f r o m  1 . 3 5 x  t o  1 . 3 0 x  (a  l o s s  i n  m a r g i n s  o f  
a b o u t  $ 1 . 3  m i l l i o n ) ,  (2) d i s a l l o w a n c e  o f  c a p i t a l i z e d  
i n t e r e s t  a s  i n t e r e s t  e x p e n s e ,  (3) l o w e r i n g  r e c o v e r a b l e  
i n t e r e s t  e x p e n s e  o n  v a r i a b l e  r a t e  s e c u r i t i e s ,  a n d  (4)  
s h i f t i n g  a  l a r g e r  p o r t i o n  o f  r e v e n u e  r e q u i r e m e n t  o n  r e t a i l  
u s e r s  b y  r e d u c i n g  t h e  a l l o w a b l e  TIER f o r  w h o l e s a l e  
c u s t o m e r s  t o  l . l O x  f r o m  1 . 1 5 x .  I n  a d d i t i o n ,  C h u g a c h  w o u l d  
h a v e  t o  r e f u n d  t h e  i n t e r i m  r a t e  i n c r e a s e  c o l l e c t e d  s i n c e
i m p l e m e n t a t i o n  ( a p p r o x i m a t e l y  $  m i l l i o n  f o r  2 0 0 1  a n d
2 0 0 2 ) .

P u r s u ' n t  t o  O r d e r  No.  2 6 ,  C h u g a c h ' s  f i n a n c i a l  p e r f o r m a n c e  
f e l l  b e l o w  t h e  l . l O x  TIER r e q u i r e m e n t  a n d  r e s u l t e d  i n  a  n e t  
l o s s  o f  $2 m i l l i o n  f o r  2 0 0 2 .  I f  t h e  O r d e r  r e m a i n e d  a s  i s ,  
C h u g a c h  w o u ld  n o t  m e e t  t h e  2003  TIER r e q u i r e m e n t  a s  w e l l .  
C h u g a c h  s u b s e q u e n t l y  f i l e d  a m o t i o n  t o  s t a y  t h e  O r d e r  ( F e b .  
13 ,  2 0 0 3 ) ,  w h i c h  t h e  RCA g r a n t e d  i n  p a r t ,  a n d  a l s o  f i l e d  a 
P e t i t i o n  f o r  R e c o n s i d e r a t i o n  o n  F e b .  2 8 ,  2 0 0 3 .  S e v e r a l  RCA 
o r d e r s  f o l l o w e d  w h i c h  r e v e r s e d  a n d / o r  c l a r i f i e d  R a t e  O r d e r  
No.  2 6 .  Key c h a n g e s  t o  O r d e r  No.  2 6 ,  w h i c h  w e r e  g e n e r a l l y  
p o s i t i v e  f o r  C h u g a c h ,  i n c l u d e d :  r e c o v e r a b l e  v a r i a b l e  r a t e
d e b t  i n t e r e s t  e x p e n s e  was  r e t u r n e d  t o  3.8% l e v e l ,  r e c o v e r y  
o f  c e r t a i n  l e g a l  e x p e n s e s  was  a l l o w e d ,  a n d  a p p r o v e d  r e t a i l  
r a t e  i n c r e a s e  o f  3 .5% a n d  w h o l e s a l e  r a t e  d e c r e a s e  o f  7.9% 
( + 0 . 8  m i l l i o n  a n n u a l l y ,  i n  a g g r e g a t e ) .  C o n v e r s e l y ,  t h e  RCA 

d i d  n o t  a l t e r  t h e  l o w e r i n g  o f  o v e r a l l  TIER t o  1 . 3 0 x ,  t h e  
l o w e r i n g  o f  w h o l e s a l e  c u s t o m e r s '  TIER t o  l . l O x ,  a n d  
d i s a l l o w a n c e  o f  c a p i t a l i z e d  i n t e r e s t  a s  i n t e r e s t  e x p e n s e .  
The  RCA's  f i n a l  r a t e  o r d e r  was  r e n d e r e d  S e p t .  1 8 ,  2 0 0 7 ,  a n d  
C h u g a c h  d o e s  n o t  p l a n  t o  f i l e  a n y  new r a t e  r e q u e s t s  w i t h  
t h e  RCA f o r  s o m e t i m e .

C o n s e q u e n t l y ,  on  a n e t  b a s i s ,  C h u g a c h  i s  p r o j e c t i n g  n e t  
m a r g i n s  o f  $ 8 . 0  m i l l i o n  f o r  2 0 0 3 ,  a n d  a p p r o x i m a t e l y  $6 
m i l l i o n  p e r  y e a r  t h r o u g h  2 0 0 6 .  TIER i s  e s t i m a t e d  a t  1 . 3 4 x  
f o r  2 0 0 3 ,  a n d  1 . 2 0 - 1 . 2 5 X  f o r  2 0 0 4 - 2 0 0 6 .  E q u i t y  t o  t o t a l  
c a p i t a l i z a t i o n  i s  p r o j e c t e d  t o  be  r i s e  f r o m  25% c u r r e n t l y  
t o  28% by  2 0 0 6 .  A c t u a l  e q u i t y  l e v e l s  w i l l  v a r y ,  h o w e v e r ,  
d e p e n d i n g  upon  a n n u a l  o p e r a t i n g  r e s u l t s ,  c a p i t a l



e x p e n d i t u r e  l e v e l s  a n d  p a t r o n a g e  c a p i t a l  d i s t r i b u t i o n s .
F o r  2 0 0 3 ,  p a t r o n a g e  c a p i t a l  d i s t r i b u t i o n s  a r e  z e r o ,  d u e  t o  
l a c k  o f  n e t  m a r g i n s  g e n e r a t e d  i n  t h e  p r i o r  y e a r .

W h i l e  t h e  C h u g a c h  r a t e  c a s e  i s  now c l o s e d ,  t h e r e  a r e  t h r e e  
new c o m m i s s i o n e r s  { and  new a s s o c i a t e d  s t a f f )  am ong  t h e  5-  
member a p p o i n t e d  RCA. As a  r e s u l t ,  g i v e n  t h e  u n t e s t e d  a n d  
u n c e r t a i n  d i r e c t i o n  o f  t h e  new members  o f  t h e  RCA, t h e  
r e g u l a t o r y  r i s k  r e m a i n s  a  c o n c e r n .  P a r t i a l l y  o f f s e t t i n g  
t h i s  r i s k  a r e  t h e  f o l l o w i n g  f a c t o r s :  C h u g a c h  s h o u l d  n o t
n e e d  r a t e  r e l i e f  u n t i l  2 0 0 6 ,  C h u g a c h  i s  w o r k i n g  w i t h  RCA 
a n d  t h e  l e g i s l a t u r e  t o  a d d r e s s  t h e  p o w e r  s u p p l y  i s s u e s  
f a c i n g  t h e  s t a t e ,  a n d  C h u g a c h  h a s  t h e  o p t i o n  t o  r e q u e s t  i t s  
m e m b e r s '  a p p r o v a l  t o  e l i m i n a t e  r e g u l a t i o n  b y  t h e  RCA. 
L a s t l y ,  w h i l e  C h u g a c h ' s  f i n a n c i a l  p e r f o r m a n c e  r a t i o s  a r e  
r e a s o n a b l e  a n d  n o t  o u t - o f - l i n e  w i t h  s t r a i g h t  'A '  l e v e l  
c o o p e r a t i v e s ,  t h e  r e g u l a t o r y  u n c e r t a i n t y  a n d  c e r t a i n  
o n g o i n g  w h o l e s a l e  c u s t o m e r  d i s c o n t e n t  b r i n g s  t h e  r a t i n g  
down t o  t h e  ' A - ‘ l e v e l ,  w i t h  a  S t a b l e  O u t l o o k .

C h u g a c h  i s  t h e  l a r g e s t  e l e c t r i c  u t i l i t y  p r o v i d e r  i n  A l a s k a ,  
s e r v i n g  e i t h e r  d i r e c t l y  o r  t h r o u g h  w h o l e s a l e  s a l e s  r o u g h l y  
t w o - t h i r d s  o f  a l l  e l e c t r i c  c u s t o m e r s  i n  t h e  s t a t e ,  o r  
a p p r o x i m a t e l y  1 7 5 , 0 0 0  u s e r s .

C o n t a c t s :  L i n a  S a n t o r o  + 1 - 2 1 2 - 9 0 8 - 0 5 2 2  o r  A l a n  S p e n  +1-
2 1 2 - 9 0 8 - 0 5 9 4 ,  New Y o r k .
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Shelly O wens, Emergency Medical Services, Department o f Health and Social Services

Bills previously heard/scheduled.

February 18, 2004 - Wednesday 
9:00 am, room 532

Jo in t w ith  Senate Finance
Overview: University

1:30 pm
HB 455-FIRST SUPPLEMENTAL APPROPRIATION 
HB 456-SECOND SUPPLEMENTAL APPROPRIATION

Vicky Backus, Recorder's Office 
''D ick  M ylius, Division o f M ining, Land &  Water 

v  Je ff Jahnke, Division o f Forestry
 B ill Jeffress, Office Project M gt &  Perm itting — ! ~ v V .A  .

' Gary M orrison, Division o f Parks
vPetc Panarese, Division o f ParksBills previously heard/scheduled.

KfltVL vy>-\ .L
O ff /v^V  C &  - 
February 19, 2004 - Thursday

HB 15-TELEMARKETERS NO-CALL LISTS 
Representative Fate 
N eeds new  n o tcs /rcq u esled  2 /12  
T e leco n fe ren ce : A n ch o rag e  L IO

Cynthia Drinkwater  269 5103 

Expected but not contacted: 
Steve Cleary, AKPIRG 
Marie Darlin or Pat Luby AARP 
Judy Warwick,  GC1 

SB 2S3-APPROP: REVERSE 2003 CBR SWEEP 
(Pending introduction and referral.)
Bills previously heard/scheduled.

February 20, 2004 - Friday

No meeting scheduled.

N '  d  T { va

o  C A >Y *\ 

f t-  0 >CO/W4

Revised 2/18/2004 8:25 AM



MB 450 hearing DCED participants

Subject:  FIB 456 hear ing  D C E D  part icipants  
Date: Tuc, 17 Feb 2004 15:11:28-0900 

From: Tom Lawson <from_Lawson@dced.state.ak,us> 
To: Roxanne C Turner < roxanne_tumer@legis.stale.ak.us> 

CC: Dawn D Bishop-Kleweno <dawn_bishop-kleweno@rca.state.ak.us>, 
Sara L Fishergoad <sfishergoad@aidea.org>

Dawn Bishoo-Kleweno,  RCA S p e c i a l  S t a f f  A s s i s t a n t ,  and S ara  
F isher -G oad ,  AIDEA/AEA F i n a n c i a l  A n a ly s t ,  w i l l  be c a l l i n g  on 
1-800-395-5073 t o  be a v a i l a b l e  t o  re s p o n d  to  d e t a i l e d  
q u e s t i o n s  r e g a r d i n g  th e  Depar tm ent o f  Community and Economic 
Deve lopm ent ' s  s u p p le m e n ta l  budge t  r e q u e s t s .  I ' l l  be t h e r e  
in  p e r son .

Thank you f o r  yo u r  a s s i s t a n c e .

Tom Lawson, D i r e c t o r
D i v i s io n  of  A d m i n i s t r a t i v e  S e r v i c e s
Department of  Community and Economic Development
P.O. Box 110803
Juneau ,  A laska  99811-0803
(907) 465-2506 Fax (907) 465-2563

2/17/2004 3:29 PM

mailto:roxanne_tumer@legis.stale.ak.us
mailto:dawn_bishop-kleweno@rca.state.ak.us
mailto:sfishergoad@aidea.org
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FY2004 SL .EMENTALS
A D C D E F G H 1

1
Soc. No. Dopartmsnt BRU or 

Cornponont
Supplemental Need General

Funds
Federal
Funds

Other
Funds

Fund
Sourco

Total
Funds2 FAST TRACK SUPPLEMENTAL

3
1 Administration ETS Appropriates the ACS disentanglement settlement of S3.447.647 from the General 

Fund to the Information Services Fund
3,447.6 3,447.6

4
2 Law Environmental Law Exxon Valdez Oil Spill ongoing costs for experts and outside counsel to analyze 

continuing jnjury and develop restoration options; June 30, 2005 lapse date.
100.0 EVOS

Restoration
100.0

5

3 Fish & Game Capital Receipts from City & Borough of Juneau to complete work at the Indoor rifle range in 
Juneau. These receipts have already been received, and work at the ride range Is 
scheduled to start early spring.

75.0 Statutory 
Des Prgm 

Rep's

75.0

6

4 Governor Elections General funds needed for the Help America Vote Act (HAVA) fund maintenance of 
effort. Some work on the upcoming primary and general elections will take place 
during FY 04.

180.0 180.0

7

5(a) Health & Soc 
Srvcs

Capital Add the capital project for the Slate veterans' home conversion in Palmer to speed up 
the design work and take advantage of the summer construction season. A 
corresponding FY 05 capital amendment will also be submitted to delete Ihe project 
from the FY 05 budget.

459.2 2,275.0 765.8 ASLC
Dividend

3,500.0

8

5(b) Health & Soc 
Srvcs

Alaska Senior 
Assistance Program

Reduce excess federal fiscal relief funds -3,334.0 Fed
Unrestricted

Rcpts

(3,334.0)

9

5(c) Health & Soc 
Srvcs

Senior Care Use excess federal fiscal relief funds for FY 04 costs for Senior Care program 3,334.0 Fed
Unrestricted

Rcpts

3,334.0

10
5(d) Health & Soc 

Srvcs
Senior Care FY 04 costs for Senior Care program 154.0 154.0

11
5(e)(1) Health & Soc 

Srvcs
Alaska Longevity 
Programs Mgmt

FY 04 costs for Senior Care program 46.0 46.0

12
5(e)(2) Health & Soc 

Srvcs
Health Purchasing 
Group

FY 04 costs for Senior Care program 85.0 85.0

13
5(e)(3) Health & Soc 

Srvcs
Public Assistance 
Administration

FY 04 costs for Senior Care program 25.0 25.0

14
5(e)(4) Health & Soc 

Srvcs
Public Assistance 
Dala Processing

FY 04 costs for Senior Care program 6.8 6.8

15

6(a) Natural
Resources

Recorder’s Office Increased costs to process heavy volume of mortgage refinance activity 300.0 Receipt
Supported
Services

300.0

16
6(b) Natural

Resources
Office of Habitat Mgl. 
and Permitting

Replace unrealized Inter-agency receipts In order to fulfill workload requirements 150.0 150.0

17

6(c) Natural
Resources

Capital Increased activity In Remote Recreational Cabin Site Survey Contracts 119.0 Land
Disposal
Income

Fund

119.0

18

7 Public Safety Capital Scope change for Ihe Ketchikan Public Safety Building appropriation, sec. 1, ch. 82, 
SLA 2003, pg. 33, In. 22, to Include a purchase of a building and adjacent lot and 
improvements,

0.0

19
8(a) Revenue Alaska Permanenl 

Fund Corp.
Increosed costs to advocate for POMV 300.0 Perm Fund 

Rcpts
300.0

20
8(b) Revenue Alaska Permanenl 

Fund Corp.
Authorization that APFC may advocate for POMV 0,0

21

9(a) Transportation Anchorage Airport 
Administration

Tenant Improvement inspection oversight. DOT will contract out management of Iho 
extensive tenant building activity for the few months prior to opening the terminal. 
Internal staff cannol handle this level of one-limo activity. Cost will not affect FY 05 
budget.

200.0 Internal!
Airports

Revenue
Fund

200.0
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A | B C D E F G H I

22

9(b) Transportation Anchorage Airport 
Facilities

Concourse C operations costs of planning and Implementation of the consultant 
contract (to be hired in March) and the first month (June) of operations and 
maintenance.

1,500.0 Internal'
Airports

Revenue
Fund

1,500.0

23
9(c) Transportation Capital Federal contract to perform maintenance and operation for 5 years at Adak air facility. 

Interest earnings must be spent on the Adak air facility.
10,000.0 Adak Airport 

Operations
10,000.0

24
10(a) Transportation Capital Earmarked projects passed In January's federal omnibus bill which must all be 

obligated before September 30, 2004: 0.0

25
10(a)(1) Transportation Capitol Alaska Stalewide Airports Runway and Related Improvements (ED 99) 3,000.0 157.9 AIDEA

Dividend
3,157.9

26

10(a)(2) Transportation Capital Fairbanks Terminal Redevelopment (ED 60) 1,000.0 52.7 Intern'
Airport

Revenue
Fund

1,052.7

27
10(a)(3) Transportalion Capital Kodiak Terminal Improvements (ED 36) 1,000.0 26.4 AIDEA

Dividend
1,026.4

26 10(a)(4) Transportation Capital University of Alaska Transportation Research Center (ED 99) 2,000.0 2,000.029 .10(a)(5) Transportation Capital Circumpolar Infrastructure Task Force, Arctic Council and Northern Forum (ED 99) 1,000.0 1,000.0
30

10(a)(6) Transportalion Capital Kotzebue Dust and Persistent Particulate Abatement Research (ED 40) 1,000.0 250.0 AIDEA
Dividend

1,250.0

31
10(a)(7) Transportation Capital Coffman C-ove/Wrangell/Petersburg Ferries and Ferry Facilities (ED 1-5) 2,000.0 500.C AIDEA

Dividend
2,500.0

32 /•0(a)(8) Transportation Capital Arctic Winter Games Transportation Improvements (ED 99) 1,000.0 1,000.0
33

10(a)(9) Transportation Capital Ft. Wainwrighl /-Jemative Access and Chena River Crossing (ED 60) 5,700.0 565.8 AIDEA
Dividend

6 265.8

35 10(a)(11) Transportalion
LrdpilRI
Capital

big LaKe lo wasnia rGOGsinan I rails (bu 70) 
Kincaid Park Trr. l Connection (ED 50)

500.0
900.0

----------- 500.0
900.036 10(a)(12) Transportation Capital Funny River Bi.oge Crossing (ED SO) 5,000.0 5,000.037 . 10(a)(13) Transportation Capital Glacier Creek/Nome E/pass (EC 39) 3,000.0 3,000.038 10(a)(14) Transportalion Capital McCarthy Creek Tram (ED 6) 200.0 200.0

39 10(a)(15) Transportation Capital Bartlett Access Intersection Safety Improvement (ED 50) 500.0 500.0
40 10(a)(16) Transportation Capital Nome Bypass Road (ED 39) 2,000.0 2,000.0
41 10(a)(17) Transportation Capital C Street Railroad Bypass (ED 50) 2,000.0 2,000.0
42 10(a)(18) Transportalion Capital Cheneqa Road system (ED 5) 850.0 850.C
43 10(a)(19) Transportalion Capital Craig Road Improvements (ED 5) 1,000.0 1,000.0
44 10(a)(20) Transportalion Capital Dcnlin Creek Road (ED 6) 10,000.0 10,000.0

45
10(a)(21) Transportation Capital False Pass Causeway and Road to the Terminus of the South Arm Breakwali r (ED 

37)
3,000.0 3,000.0

46 10(a)(22) Transportalion Capital Fairbanks Transit Bus Replacement (ED 60) 3,000.0 3,000.0
47 10(a)(23) Transportation Capital Girdwood Project (ED 32) 1,000.0 1,000.0
48 10(a)(24) Transportation Capital Hydaburg Road Improvement (ED 5) 2,000.0 2,000.0
49 10(a)(25) Transportation Capital Keystone Drive and Related Improvements (ED 90) 1,500.0 1,500.0
50 10(a)(26) Transportation Capital Lucille Street and Mack Drive Improvements-Wasilla (ED 14) 1,000,0 1,000.0
51 10(a)(27) Transportation Capital Mat-Su Roads Improvement (ED 70) 3,000.0 3,000.0
52 10(a)(28) Transportalion Capital North Pole Roads Liqhting ((ED 11) 950.0 950.0
53 _10(a)(29)_

10(a)(30)
Transportalion Capital North Slope Borouqh Road Improvements (ED 40) 3,000.0 3,000.0

54 Transportation Capital Port of Ketchikan Ferry Facility (ED 1) 1,000.0 1,000.0
55 10(a)(31) Transportation Capital Seldovia-Homer-Jakoiof Bay Halibut Cove Ferry Planninq and Deslqn (ED 35) 2,000.0 2,000.0
56 10(a)(32) Transportalion

Transportation
Capital Seward Road Improvements (ED 35) 2,000.0 2,000.0

57 10(a)(33) Capital Ship Creek Improvements (ED 50) 1,000.0 IjOOO.O
58 10(a)(34) Transportation Capital Sitka Road Improvements (ED 2) 1,500.0 1,500.0
59 10(a)(35) Transportation Capital University of Alaska Transportalion Research Center (ED 99) 2,000.0 2,000.0
60 10(a)(36) Transportation Capital Williamsport/Pile Bay Road Kenai (ED 90) 3,000.0 3,000.0
61 J0'a)(37)_

10(a)(38)
Transportation Capital Winner Creek Trail Improvements (ED 50) 1,000.0 1,000.0

62 Transportalion Capital Yakataqa River Bridqe (ED 5) 3,000.0 3,000.0
63 10(a'(39) Transportalion Capital Alaska Mobility Coalition Bus Replacement (ED 99) 500.0 500.0
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64

10(a)(40) Transportation Capital Coffman Cove Inner Island Ferry/Bus Terminal (ED 1-5) 1 500.0 375.0 AIDEA
Dividend;

ASLC
Dividend

1,875.0

65 10(a)(41) Transportation Capital Mobility Coalition (ED 99) 500.0 500.066
67

10(b)
11

Transportation Capital Fund source section for projects listed In section 10(a) 0.0
60 12 Contingent Effect and Contingent Effective Date 0.0

0.069 13 Effective Date 0.0
to
71 kh k h bb SgffiSSHBBHfS!*

FAST TRACK BILL TOTAL 4,553.6 93.375.0 5.287.6s,i*iswnH3ri 103,216.2
72 . I..................

ruQ fyjff SjV pwsiVtwsl
/a REGULAR SUPPLEMENTAL

74

1(a) and (b) Administration OPA FY 04 projected caseload and case cost growth. 800.0 300.0 Statutory 
Des Prgm 

Rcpts

1,100.0

75 _ 1(c) Administration Public Defender FY 04 projected caseload and case cost growth. 650.0 650.0

76

2(a) Community Regulatory 
Commission of 
Alaska Audits & 
Investigations

Additional funds for expert witness costs are required for a) completion of Alaska 
Communications Systems cases (S20.0), b) Enstar case participation (S15.0), c) 
assistance on the telecom regulations preceeding responsive to HB 111 ($20.0), d) 
participation in other cases ($60.0).

115.0 RCA Rcpts 115.0

77

2(b) Community Regulatory 
Commission of 
Alaska

Due to major developments in Cook Inlet and Ihe Trans Alaska Pipeline System, Ihe 
Regulatory Commission of Alaska's effort In regulating pipelines has significantly 
Increased. To provide the necessary expertise two new positions, a range 21 
Research Analyst IV and a ange 19 Utility Financial Analyst are requested. Funds for 
additional office space, furniture and equipment are also requested.

114.6 RCA Rcpts 114.6

78
2(c) Community Capital Repeal of funds to Saxman for Public Safety Bldg sec. 87, ch. 1, SSSLA 2002, pg. 

138, In. 9. Actual grant amount is $1,074,341.
(1,074.3) (1,074.3)

79

2(d) Community Power Cost 
Equalization

PCE Endowment fund appropriation to PCE fund to replace the general funds 
requested In FY 05 budget. This Is the balance of the statutory 7% limit of the PCE 
Endowment monthly average market value available for appropriation In FY 04. An FY 
05 budget amendment will also be submitted.

4,581.0 PCE
Endowment

Fund

4,581.0

80
3(a) Corrections Inmate Health Care The cost of drug and scientific supplies continue to rise annually and contractual costs 

have increasnd due to eight catastrophic cases , each costing in excess of $100.0.
1,100.0 1,100.0

81

3(b) Corrections Out of State 
Contracts

Due to Incre ..,cs In population and subsequent management of placement of 
prisoners, the out of slate contracts and related travel costs are Increasing from the 
budgeted 650 prisoners to in excess of 775 by the end o' FY 04.

920.0 920.0

82 4(a) Education Foundation FY 04 foundation proqram entitlement adjustment based on actual student count. (3,654 C) (3,654.0)
83 4(b) Education Pupil Transportation Pupil transportation program adjustment based on actual student count (78 1.4) (788.4)

84
5 (a)-(d) All Federal and Other 

Proqram Receipts
Technical correction to the LB&A language In FY 02-04 which changes "shall be 
reduced" to "may be reduced".

0.0

85
6 Fish & Game Capital Language change to FY 02 appropriation relating to use of Ihe proceeds from sale of 

vessels to also include repair and maintenance of vessels
0.0

.,6
r 67

7 Governor Elections Additional Election Funds for Improving accessiblity to voting locations. 100.0 Election
Fund

100.0

8(a) Health & Soc 
Srvcs

Pioneer Homes Transfer within H&SS to cover projected funding shortfall as part of net-zero general 
fund supplemental.

711.9 711.9

88

8(a) Health & Soc 
Srvcs

Pioneer Homes Excess authority from discontinued Longevity Bonus payments relating to failed SB 
117.

(775.0) Receipt
Supported
Services

(775.0)

89
8(b) Health & Soc 

Srvcs
Alcohol Safety Action 
Program

Operating expense belt tightening to achieve net-zero geneml fund supplemental (42.1) (42.1)

S3
8(b) Health& Soc 

Srvcs
Behavioral Health 
Medicaid Services

Increased federal receipts for Medicaid 6,669.0 6,669.0

91
8(c) Health & Soc 

Srvcs
Community Action & 
Prevention Grants

Grant savings duo to belt tightening (50.2) (50.2)
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92
0(c) Health & Soc 

Srvcs
Rural Services & 
Suicide Prevention

Travel belt tightening and grant savings to achieve net-zero general fund supplemental (17.0) (17.8)

93
8(d) Heallh & Soc 

Srvcs
Children's Services 
Management

Operating expense bell tightening to achieve net-zero general fund supplemental (3.5) (35)

94
8(d) Heallh & Soc 

Srvcs
Children's Services 
Training

Operating expense belt tightening to achieve net-zero general fund supplemental (8.5) (8.5)

95
8(d) Heallh & Soc 

Srvcs
Front Line Social 
Workers

Operating expense bell lightening of 96.3 to achieve net-zero general fund 
supplemental and anticipated additional Social Services Block Grant funds of 150.0

(246.3) (246.3)

90
8(d) Heallh & Soc 

Srvcs
Family Preservation Medicaid Private Hospital Proshare Grant Refinancing of 798.8 and 11.2 in operating 

expense bell lightening
(810.0) (810.0)

97
8(d) Heallh & Soc 

Srvcs
Foster Care Base 
Rale

Belt tightening In the travel line item (31.4) (31-4)

90

8(d) Health & Soc 
Srvcs

Subsidized Adoptions 
& Guardianship

Belt tightening in the travel line Item (2.5) (2.6)

99
8(d) Heallh & Soc 

Srvcs
Residential Child 
Care

Medicaid Private Hospital Proshare Grant Refinancing (214.2) (214.2)

100
8(d) Heallh & Soc 

Srvcs
Women, Infants and 
Children

Belt tightening in Ihe supplies line item (5.3) (5.3)

101
8(e)-(0 Health & Soc 

Srvcs
Medicaid Services Increased Medicaid costs covered by Ihe Department through net-zero general fund 

supplemental
2,938.7 280.5 Tobacco

Ed/Ces
3,219.2

102

0(e)-(0 Health & Soc 
Srvcs

Catastrophic and 
Chronic Illness 
Assistance

Increased costs covered Ry the Department through net-zero general fund 
supplemental

246.7 246.7

103

8(e)-(0 Heallh & Soc 
Srvcs

Women's and 
Adolescents Services

Transfer of excess Receipt Supported Services audhority from wilhin Ihe department. 
This is a clean up from Ihe FY 04 reorganization of the department.

675.0 Receipt
Supported

Services

675.0

104
8(9) Heallh & Soc 

Srvcs
McLaughlin Youlh 
Center

Operating expense belt lightening to achieve net-zero general fund supplemental (109.3) (109.3)

105
8(g) Heallh & Soc 

Srvcs
Mat-Su Youlh Facility Operating expense belt tightening to achieve net-zero general fund supplemental (13.0) (13.0)

106
8(g) Heallh & Soc 

Srvcs
Kenai Peninsula 
Youlh Facility

200.0 savings from delay in opening the facility plus 112.4 In operating expense bell 
tightening to achieve net-zero general fund supplemental

(312.5) (312.5)

107
8(g) Heallh & Soc 

Srvcs
Fairbanks Youlh 
Facility

Operating expense belt tightening to achieve net-zero general fund supplemental (35.4) (35.4)

108
8(g) Heallh & Soc 

Srvcs
Bethel Youlh Facility Operating expense belt tightening to achieve net-zero qeneral fund supplemental (35.7) (35.7)

109
8(g) Heallh & Soc 

Srvcs
Nome Youlh Facility Operating expense belt lightening to achieve net-zero general fund supplemental (15.9) (15.9)

110
8(g) Health & Soc 

Srvcs
Johnson Youlh 
Facility

Operating expense belt tightening to achieve net-zero general fund supplemental (40.0) (40.0)

111
8(g) Heallh & Soc 

Srvcs
Ketchikan Regional 
Youlh Facility

Operating expense belt lightening to achieve net-zero general fund supplemental (6.2) 1-2)

112
8(g) Health & Soc 

Srvcs
Probation Sen/Ices Operating expense belt lightening to achieve net-zero general fund supplemental (110.0) (110.0)

113
8(g) Heallh & Soc 

Srvcs
Delinquency
Prevention

Operating expense bell lightening to achieve net-zero general .und supplemental (0.4) (0.4)

114
8(h) Health & Soc 

Srvcs
Child Care Benefits Operaling expense bell lightening to achieve net-zero general fund supplemental (62.0) (62.0)

115
8(h) Heallh & Soc 

Srvcs
General Relief 
Assislance

Operating expense belt lightening to achieve net-zero general fund supplemental (1.0) (1.0)

116
8(h) Heallh & Soc 

Srvcs
Public Assistance 
Administration

Operating expense belt tightening lo achieve net-zero general fund supplemental (6.1) (6.1)

117
8(h) Health & Soc 

Srvcs
Public Assistance 
Field Services

Operaling expense bell tightening to achieve net-zero general fund supplemental (82.9)
i

(82.9)
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110
8(h) l lcallh & Soc 

Srvcs
Public Assistance 
Data Processing

Operating expense belt tightening to achieve net-zero general fund supplemental (41.7) (41.7)

119
8(h) Health & Soc 

Srvcs
Fraud Investigation Operaling expense bell tightening to achieve net-zero general fund supplemental (2.1) (2.1)

120
8(h) Heallh & Soc 

Srvcs
Quality Control Operating expense belt tightening to achieve net-zero general fund supplemental (21.3) (21.3)

121
8(h) Health & Soc 

Srvcs
Work Services Operating expense bell tightening to achieve net-zero general fund supplemental (17.2) (17.2)

122
8(i) Heallh & Soc 

Srvcs
Senior/Disabililies 
Medicaid Services

Increased federal receipts for Medicaid 24,098.6 24,098.6

123
8(1) Heallh & Soc 

Srvcs
Nursing Operating expense bell tightening to achieve net-zero general fund supplemental (188.6) (188.6)

124

80) Heallh & Soc 
Srvcs

Public Heallh
Administrative
Services

Operaling expense belt tightening to achieve net-zero general fund supplement! (4.1) (4.1)

125
80) Heallh & Soc 

Srvcs
Epidemiology Operating expense bell lightening to achieve net-zero general fund supplemental (55.9) (34.4) Tobacco

Ed/Ces
(90.3)

126

80) Heallh & Soc 
Srvcs

Bureau of Vital 
Statistics

Belt lightening of 3.9 plus fund change of 100.0 In anticipation of excess Receipt 
Supported Services revenues

(103.9) 100.0 Receipt
Supported

Services

(3.9)

127
80) Heallh & Soc 

Srvcs
Community Health/ 
EMS Services

Medicaid Private Hospital Proshare Grant Refinancing of 1043.2 plus operating 
expense belt tightening of 25.7

(1,068.9) (1,068.9)

128
80) Health & Soc 

Srvcs
Community Health 
Grants

Medicaid Private Hospital Proshare Grant Refinancing (163.2) Tobacco
Ed/Ces

(163.2)

129
80) Health & Soc 

Srvcs
Slate Medical 
Examiner

Operaling expense belt tightening to achieve net-zero general fund supplemental (11.3) (11.3)

130
80) Heallh & Soc 

Srvcs
Public Heallh 
LaDoralories

Operating expense belt tightening to achieve net-zero general fund supplemental (74.8) (74.8)

131
80) Health & Soc 

Srvcs
Tobacco Prevention 
and Control

Operating expense belt tightening to achieve net-zero general fund supplemental (82.9) Tobacco
Ed/Ces

(82.9)

132
B(k)-(l) Health & Soc 

Srvcs
Commissioner's
Office

Operating expense belt tightening to achieve net-zero general fund supplemental (2.8) (2.8)

133
8(H) - (1) Heallh & Soc 

Srvcs
Olfice of Program 
Review

Operaling expense bell tightening to achieve net-zero general fund supplemental (0.3) (0.3)

134
8(k) - (1) Heallh & Soc 

Srvcs
Rale Review Operaling expense belt tightening to achieve net-zero general fund supplemental (5.6) (5.6)

135
8(k) - (1) Health & Soc 

Srvcs
Administrative 
Support Services

Operaling expense belt tightening lo achieve net-zero general fund supplemenlal (31.1) (31.1)

136
8(k) - (1) Heallh & Soc 

Srvcs
Personnel and 
Payroll

Operating expense belt tightening lo achieve net-zero general fund supplemenlal (0.9) (0.9)

137
8(k) - (1) Heallh & Soc 

Srvcs
Audit Operaling expense bell tightening to achieve net-zero general fund supplemental (3.0) (3.0)

138
8(4) - (1) Heallh & Soc 

Srvcs
Helath Planning & 
Facilities Mqrnt.

Operaling expense bell tightening to achieve net-zero general fund supplemental (1.6) (1.6)

139
8(m) - (n) Heallh & Soc 

Srvcs
Alaska Youth 
Initiative

Medicaid Private Hospital Proshare Grant Refinancing (1,320.0) (1,320.0)

140
8(m) - (n) Heallh & Soc 

Srvcs
Behavioral Heallh 
Medicaid Services

Cost containment savings (357.0) (357.0)

141
8(m) - (n) Heallh & Soc 

Srvcs
Behavioral Heallh 
Grants

Medicaid Private Hospital Proshare Grant Refinancing as well as travel and olher 
operating expense belt lightening

(246.0) (558.4) Alcohol
Fund

(804.4)

142
8(m )-(n) Heallh & Soc 

Srvcs
Behavioral Heallh 
Administration

Operating expense bell tightening to achieve net-zero general fund supplemental (24.2) (24.2)

143
B(m) - (n) Health & Soc 

Srvcs
Psychiatric 
Emerqency Services

Medicaid Private Hospital Proshare Grant Refinancing of 1050.7 and bell tightening 
on unexpended grants of 37.3

(1,088.0) (1,088.0)

144
8(m) - (n) Heallh & Soc 

Srvcs
Services to Sertoursly 
Menially III

Medicaid Private Hospital Proshare Grant Refinancing of 3905.6 plus operating 
expense belt tightening of 7.5

(3,913.1) (3,913.1)
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145

8(m) - (n) Health & Soc 
Srvcs

Services to Severely 
Emotionally 
Disturbed Youlh

Medicaid Private Hospital Proshare Grant Refinancing of 24.7 and excess Alaska 
Youlh Initiative grants of 450.0 due to consolidation of the Alaska Youth Initiative 
program with Ihe Severely Emotionally Disturbed Youlh program

(474.7) (474.7)

1<1G
8(m) - (n) Heallh & Soc 

Srvcs
Alaska Psychiatric 
Institute

Increased disproportionate share from Medicaid of 7C0.0 and operaling expense bell 
lightening of 50.5

(750.5) (750.5)

147
0(o) Heallh & Soc 

Srvcs
Infant Learning 
Program Grants

Operating expense belt lightening to achieve net-zero general fund supplemenlal (9.3) (9.3)

148

B(P) Heallh & Soc 
Srvcs

Advisory Board on 
Alcoholism & Drug 
Abuse

Savings from a position vacancy (25.0) (25.0)

149
8(P) Heallh & Soc 

Srvcs
Commission on 
Aging

Travel expense bell tightening lo achieve net-zero general fund supplemental (2.8) (2.8)

150
8(p) Heallh & Soc 

Srvcs
Suicide Prevenlion 
Council

Contractual expense belt tightening to achieve net-zero general fund supplemenlal (8.4) (8.4)

151
B(q) Heallh & Soc 

Srvcs
Medicaid Services Increased Medicaid costs covered by Ihe Department through net-zero general fund 

supplemental
1,847.0 1,847.0

152
8(0 Heallh & Soc 

Srvcs
Senior/Disabilities 
Medicaid Services

Increased Medicaid costs covered by the department through net-zero general fund 
supplemental

6,372.0 558.4 Alcohol
Fund

6,930.4

153
9 Law Civil Division, Deputy 

Attorney General
Judgments and Claims as of February 5, 2004 - $2,825,490.66 2,825.5 2,825.5

154

10 Law Civil Division & 
Criminal Division

Technical change to sec. 60, ch. 82, SLA 03 which appropriated $175.0 lo Department 
of Law, Civil Division for outside counsel costs. The appropriation should have been to 
the Criminal Division.

0.0

155

11(a) Military Homeland Security 
and Emergency 
Services

Transfer of federal authorization from Army Guard to Homeland Security for increased 
FEMA grants

767.0 0.0 767.0

156

11(b) Military Army Guard Facilities 
Maintenance

Transfer of federal authorization from Army Guard to Homeland Security for increased 
FEMA grants

(767.0) (767.0/

157

12(a) Natural
Resources

Capital FESCO Settlement for Contaminated Site Cleanup $118,638.12 118.6 Statutcry 
Des Prgm 

Rcpts

118.6

158

12(b) Natural
Resources

Capital BLM 2009 Accelerated Land Transfer - Year 1 of a 5-year project to significantly 
increase the rate of federal land transfers to individual Native Allottees, Ihe ANCSA 
Corporations, and Ihe state.

1,268.0 1,268.0

159
12(c) Natural

Resources
Capital Denali Park Visitor Destination Access - U.S. Park Service grant for planning and 

design of new visitor facilities
600.0 600.0

160

12(d)-(e) Natural
Resources

Capital Agfognak Coastal Wetlands grant for purchase of waterfall parcel within the Perenosa 
Bay area of Afognak Island

2,000.0 650.0 Statutory 
Dos Prgm 

Rcpts

2,653.0

1G1
12(0 Natural

Resources
Office of Alaska 
Coastal Zone Mgt.

Increased Deparlment of Law costs for Coastal Zone regulations 95.0 95.0

162
13(a) Public Safely ABC Board Enabling language lo allow the deparlment to pay a prior year bill using the FY 04 

appropriation
0.0

163
13(b) Public Safety Capital Denali commission grant to the Council on Domestic Violence and Sexual Assault for 

domestic violence and sexual assault shelter facility funding
4,750.0 4,750.0

164
14(a) Revenue Municipal Bond Bank Increased management fees due to Increased activity 150.0 Muni Bond 

Bank Rcpts
150.0

165
14(b) Revenue Alaska Permanent 

Fund Corp.
Language clarifying that the appropriation made by sec. 07(2), ch. 82, SLA 2003 was 
for Inflation proofing

Perm Fund 
Rcpts

0.0

166

14(c) Revenue Alaska Permanent 
Fund Corp.

Balance needed to inflation proof Ihe fund In FY 04 177,000.0 Perm Fund 
Eamlngs 
Reserve

177,000.0
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167

15 Salary
Adjustments

Add Marine Engineers Beneficial Association (MEBA) and the Masters, Males, and 
Pilots Unit (MMP) lo the "Salary and Benefits Adjustments," section 2S, in the 
operating bill for clarification's sake, since the bargaining units ratified their contracts 
after section 29 was adopted that listed the bargaining units with ratified contracts. 
(The amount of the contract adjustments, S68.6 and S60.5, respectively, is already 
included In Transportation’s appropriation In section 1 of the operating budget.)

0.0

I68
16(8) State Debt School Debt 

Reimbursement
FY 04 entitlement adjustment based on actuals, down Pom $37,424.1 to $32,052.0 (3,399.9) Debt Fund (3,399.9)

169
16(a) Stale Debt School Debt 

Reimbursement
FY 04 Cigarette Tax revenue increase adjustment from $28,600.0 to 530,572.2 1,972.2 School Fund 1,972.2

170
16(a) Stale Debt School Debt 

Reimbursement
FY 04 Debt Retirement Fund decrease from 537,424.1 to 32,052.0 that corresponds 
with Ihe Increase in cigarette tax revenue.

(1,972.2) Debt Fund (1,972.2)

171
17?

16(b)- (d) 

16(e)

State Debt 

Slate Debt

Debt

Fund Transfer

Extend lapse to June 30, 2005 for Lake and Peninsula Borough Chignik dock and 
Aleutians East Borough False Pass harbor in sec. 32(o), ch. 83, SLA 03, pg 71, lines 
24, 25. Also reduce amounts from 130,000 and 310,000 respectively to 118,553 and 
68,176 (reduction of 253,271).

(253.3) (253.3)

173

17(a) Transportation Capital Proceeds from Ihe 2003 sale of Ihe MV Bartett will be spent on the new Prince William 
Sound marine highway maintenance facility In Cordova. This and the $900,000 
authorization requested in the FY 05 capital budget will complete the project.

100.0
389.5 Marine

Highway
System

Fund

100.0
389.5

174

17(b) Transportation NR Leasing and
Property
Management

Funds needed due to legal challenges to recent changes in airport leasing rales In AS 
17.

50.0 Receipt
Supported

Services

50.0

175

17(C) Transportation CR Hwys & Aviation Snow hauling in Anchorage. Funds budgeted in FY 04 have been exhausted due to 
the heavy snowfall so far this winter. Additional costs of removing snow from 
Anchorage sidewalks are Included in this request.

200.0 200.0

176

17(d) Transportation SE Hwys & Aviation Funds needed due to legal challenges to recent changes in airport leasing rates in AS 
17.

50.0 Receipt
Supported

Services

50.0

177

17(e) Transportalion Marine Vessel 
Operations

Masters, Mates arid Pilots union has ratified Its contract as of January 1, 2004. In the 
FY 04 budget, the Legislature appropriated 560.5 lo cover a full year's monetary term 
cost, but six months of the appropriation Is not needed.

(30.2) Marine
Highway
System

Fund

(30.2)

178
-■V-'N •' rssrrvrwnMK'rreflS'i

REGULAR SUPPLEMENTAL BILL TOTAL 820.5
n m r n m

5,374.1

39.485.6

132.860.6

180,188.6
« n
185,476.2

1 W D
220,494.7

a r a s r a ;
323,710.9

i /y 
180 TOTAL FOR BOTH BILLS
181
182 Ratifications:
183 18(a)(1) Corrections AR50951-02, Electronic Monitoring, $63.00 63.00 63.00

184
18(a)(2) Env

Conservation
AR49721-03, Alaska Counter Terrorism, $0.04 0.04 0.04

185
18(a)(3) Heallh & Soc 

Srvcs
AR22520-02, Medicaid Services. $22,069,794.69 22,069,794.69 22,069,794.69

186
18(b) Natural

Resources
AR 37313-03, Fire General Fund. $6,233,287.40 6,233,287.40 6,233,287.40

187 19 Lapse of Appropriations
188 20 Effective Date
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10(a)(40) Transportation Capital Coffman Cove Inner lsland̂ Ferry/6us Terminal (ED 1-5) 1,500.0 375.0 AIDEA
Dividend,

ASLC
Dividend

1,875.0

GG
tutn;\o t; 
10(b) Transportation Capital Fund source seclran for projects listed In section 10(a)

500.0 500.0
0.067

GG
11
19

Lapse of Apppzfpriallons 0.0
G9 13

Contingent/Effect and Contingent Effective Date 
Effective/Cate

0.0
0.0/O

71 affiflxnBsaiss
'' FAST TRACK BILL TOTAL 4,553.6  ̂ 93j375.0 5,287.6

m m m
103,216.2

72
73 I I ...................REGULAR SIJPPI FMFNTAI

74

1(a) and (b) Administration OPA FY 04 projected caseload and case cosl growth 800.0 300.0 Statutory 
Des Prgm 

Rcpts

1,100.0

/ ‘j 1(c) Administration Public Delender FY 04 projected caseload and case cosl growth. 650.0 650.0

76

2(a) Community Regulatory 
Commission of 
Alaska Audits a 
Invesllgatlons

Additional funds for expert witness cosls are required for a) completion of Alaska 
Communications Systems cases ($20.0), b) Enstarcase participation (S15.0), c) 
assistance on the telecom regulations preceeding responsive to HB 111 ($20.0), d) 
participation in other cases ($60.0).

115,0 RCA Rcpts 115.0

77

2(b) Community Regulatory 
Commission of 
Alaska

Due to major developments In Cook Inlet and Ihe Trans Alaska Pipeline System, the 
Regulatory Commission of Alaska's effort in regulating pipelines has significantly 
Increased. To provide Ihe necessary expertise two new positions, a range 21 
Research Analyst IV and a range 19 Utility Financial Analyst are requested. Funds for 
additional office space, furniture and equipment are also requested.

114.6 RCA Rcpts 114.6

78
2(c) Community Capital Repeal of funds lo Saxman for Public Safety Bldg sec. 87, ch. 1, SSSLA 2002, pg. 

138, In. 9. Actual grant amount Is $1,074,341.
(1,074.3) (1,074.3)

79

2(d) Community Power Cost 
Equalization

PCE Endowment fund appropriation to PCE fund to replace the general funds 
requested In FY 05 budget. This Is Ihe balance of the statutory 7% limit of the PCE 
Endowment monthly average market value available for appropriation In FY 04. An FY 
05 budget amendment will also be submitted.

4,581.0 PCE
Endowment

Tund

4,581.0

80
3(a) Correclions Inmate Health Care The cost ol drug and scienlifi. supplies continue lo rise annually and contractual costs 

have Increased due to eloht catastrophic cases , each costing In excess of $100.0.
1,100.0 1,100.0

81

3(b) Corrections Out of Slate 
Contracts

Due to increases In population and subsequent management of placement of 
prisoners, Ihe out of stale contracts arid related travel cosls are Increasing from Ihe 
budgeted 650 prisoners lo In excess of 775 by Ihe end of FY 04.

920.0 920.0

82 4(a) Education Foundation FY 04 foundation program entitlement adjustment based on actual student count. (3.G54.0) (3,054.0)
83 4(b) Education Pupil Transportation Pupil transponalion program adjustment based on actual student count (788.4) (788.4)

84
5 (a)-(d) All Federal and Other 

Proqram Receipts
Technical correction to Ihe LB&A language In FY 02-04 which changes "shall be 
reduced" to "may be reduced".

0.0

85
6 Fish & Game Capital Language change to FY 02 appropriation relating lo use of Ihe proceeds from sale of 

vessels to also Include repair and maintenance of vessels
0.0

86
7 Governor Elections Additional Election Funds for Improving accessibllly to voting locations. 100.0 Election

Fund
100.0

87
8(a) Heallh a Soc 

Srvcs
Pioneer Homes Transfer within H&SS lo cover projected funding shortfall as part of net-zero general 

fund supplemental.
711.9 711.9

88

8(a) Heallh a Soc 
Srvcs

Pioneer Homes Excess authority from discontinued Longevity Bonus payments relating lo failed SB 
117.

(775.0) Receipt
Supported

Services

(775.0)

89
8(b) Heallh a Soc 

Srvcs
Alcohol Safety Action 
Program

Operaling expense belt lightening to achieve net-zero general fund supplemental (42.1) (42.1)

90
8(b) Health a Soc 

Srvcs
Behavioral Heallh 
Medicaid Services

Increased federal receipts for Medicaid 6,669.0 6,669.0

91
8(c) Health a Soc 

Srvcs
Community Action & 
Prevention Grants

Grant savings due lo bet' lightening (50.2) (50.2)
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92
8(c) Heallh & Soc 

Srvcs
Rural Services & 
Suicide Prevention

Travel bell lightening and grant savings lo achieve ne'-zero general lund supplemenlal (17.0) (17.0)

93
0(d) Heallh & Soc 

Srvcs
Children's Services 
Management

Operaling expense bell tightening lo achieve net-zero general fund supplemental (3.5) (3.5)

94
0(d) Heallh & Soc 

Srvcs
Children's Services 
Training

Operaling expense belt lightening to achieve net-zero general fund supplemental (8.5) (8.5)

95
8(d) Heallh & Soc 

Srvcs
Front Line Social 
Workers

Operaling expense bell lightening of 95.3 lo achieve net-zero general fund 
supplemental and anticipated additional Social Services Block Grant funds of 150.0

(246.3) (246.3)

9G
8(d) Heallh & Soc 

Srvcs
Family Preservation Medicaid Private Hospital Proshare Grant Refinancing of 790.8 and 11.2 in operating 

expense belt tightening
(810.0) (010.0)

97
8(d) Heallh & Soc 

Srvcs
Foster Care Base 
Rale

Bell lightening In Ihe travel line item (31.4) P t.4 ]

98

8(d) Heallh & Soc 
Srvcs

Subsidized Adoptions 
& Guardianship

Belt tightening In the travel line Item (2.5) (2.6)

99
8(d) Heallh & Soc 

Srvcs
Residential Child 
Care

Medicaid Frivate Hospital Proshare Grant Refinancing (214.2) (214.2)

100
8(d) Heallh & Soc 

Srvcs
Women, Infants and 
Children

Belt lightening in Ihe supplies line ilem (5.3) (5.3)

101
8(e)-(() Heallh & Soc 

Srvcs
Medicaid Services Increased Medicaid costs covered by Ihe Department through net-zero general fund 

supplemenlal
2,938.7 280.5 Tobacco

Ed/Ces
3,219.2

102

8(e) -(0 Heallh & Soc 
Srvcs

Cataslrophic and 
Chronic Illness 
Assislance

Increased costs covered by the Department through net-zero general fund 
supplemenlal

246.7 246.7

103

8(e) -(0 Heallh & Soc 
Srvcs

Women's and 
Adolescents Services

Transfer of excess Receipt Supported Services audhority from wilhln the department. 
This is a clean up from the FY 04 reorganization of Ihe department.

675.0 Receipt
Supported

Services

675.0

104
8(g) Health & Soc 

Srvcs
McLaughlin Youth 
Center

Operaling expense bell lightening lo achieve net-zero general fund supplemental (109.3) (109.3)

105
8(g) Health & Soc 

Srvcs
Mal-Su Youlh Facility Operating expense belt lightening to achieve net-zero general fund supplemenlal (T O ) (13.0)

105
8(g) Heallh & Soc 

Srvcs
Kenal Peninsula 
Youlh Facility

200.0 savings from delay In opening Ihe facility plus 112.4 In operaling expense bell 
lightening to achieve net-zero general fund supplemental

(312.5) (312.5)

107
8(g) Heallh & Soc 

Srvcs
Fairbanks Youlh 
Facility

Operating expense belt tightening to achieve net-zero general fund supplemenlal (35.4) (35.4)

108
8(g) Heallh & Soc 

Srvcs
Bethel Youlh Facility Operaling expense belt tightening to achieve nel-zero general fend supplemental (35.7) (35.7)

109
8(g) Heallh & Soc 

Srvcs
Nome Youlh Facility Operating expense belt lightening to achieve nu-zero general fund supplemenlal (15.9) (15.9)

110
8(g) Heallh & Soc 

Srvcs
Johnson Youlh 
Facility

Operaling expense belt tightening to achieve net-zero general fund supplemental (40.0) (40.0)

111
8(g) Heallh & Soc 

Srvcs
Ketchikan Regional 
Youlh Facility

Operating expense bell lightening lo achieve net-zero general fund supplemenlal (8.2) (6.2)

112
8(g) Heallh & Soc 

Srvcs
Probation Services Operaling expense boll tightening lo achieve nel-zero general fund supplemental (110.0) (110.0)

113
8(g) Heallh & Sot 

Srvcs
Delinquency
Prevention

Operating expense bell tightening lo achieve net-zero generol fund supplemenlal (0.4) (0.4)

114
8(h) Health & Soc 

Srvcs
Child Caro Benefils Operating expense belt lightening to achieve nel-zero general fund supplemenlal (52.0) (62.0)

115
8(h) Heallh & Soc 

Srvcs
General Relief 
Assistance

Operaling expense bell tightening to achieve net-zero general fund supplemenlal (1.0) (1.0)

11G
8(h) Heallh & Soc 

Srvcs
Public Assistance 
Administration

Operating expense belt lightening lo achieve net-zero general fund supplemenlal (6.1) (6.1)

117
8(h) Heallh & Soc 

Srvcs
Public Assistance 
Field Services

Operating expense belt tightening lo achieve nel-zero general fund supplemenlal (02.9) (82.9)
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110
8(h) Health A Soc 

Srvcs
Public Assistance 
Dala Processing

Operaling expense bell lightening lo achieve net-zero general fund supplemental (41.7) (41.7)

119
0(h) Heallh & Soc 

Srvcs
Fraud Investigation Operaling expense bell lightening lo achieve net-zero general fund supplemenlal (2.1) (2.1)

120
0(h) Heallh & Soc 

Srvcs
Quality Control Operaling expense bell lightening lo achieve nel-zero general fund supplemenlal (21.3) (21.3)

121
8(h) Heallh A Soc 

Srvcs
Work Services Operating expense belt tightening lo achieve net-zero general rund supplemenlal (17.2) (17.2)

122
Q(i) Health & Soc 

Srvcs
Senlor/Disabllilies 
Medicaid Services

Increased federal receipts for Medicaid 24,098.6 24,098.6

123
B(j) Heallh A Soc 

Srvcs
Nursing Operaling expense belt lightening lo achieve net-zero general fund supplemenlal (188.6) (18B.G)

124

80) Heallh A Soc 
Srvcs

Public Heallh
Adm inistrate
Services

Operating expense bell lightening lo achieve nel-zero general lund supplemenlal (4.1) (4.1)

125
80) Heallh & Soc 

Srvcs
Epidemiology Operaling expense belt lightening lo achieve nel-zero general fund supplemenlal (55.9) (34.4) Tobacco

Ed/Ces
(90.3)

12G

80) Heallh & Soc 
Srvcs

Bureau of Viial 
Statistics

Bell lightening of 3.9 plus fund chang" of 100.0 in anticipation of excess Receipl 
Supported Services revenues

(103.9) 100.0 Receipl
Supported

Services

(3.9)

127
80) Heallh & Soc 

Srvcs
Community Health/ 
EMS Services

Medicaid Private Hospital Proshare Grant Refinancing of 1043.2 plus operaling 
expense bell tightening of 25.7

(1,068.9) (1,008.9)

128
80) Heallh & Soc 

Srvcs
Community Heallh 
Grants

Medicaid Private Hospital Proshare Grant Refinancing (163.2) Tobacco
Ed/Ces

(163.2)

129
80) Heallh & Soc 

Srvcs
Stale Medical 
Examiner

Operaling expense belt lightening to achieve net-zero general fund supplemenlal (11.3) (11.3)

130
80) Heallh A Soc 

Srvcs
Public Health 
Laboratories

Operaling expense bell lightening lo achieve nel-zero general fund supplemenlal (74.0) (74. ')

131
80) Heallh A Soc 

Srvcs
Tobacco Prevention 
and Control

Operaling expense bell tightening lo achieve net-zero general fund supplemenlal
'

(82.9) Tobacco
Ed/Ces

(02.9)

132
8(k) - (I) Health A Soc 

Srvcs
Commissioner's
Office

Operating expense bell lightening lo achieve nel-zero general fund supplemenlal (2.8) (2.8)

133
8(k)-(l) Heallh & Soc 

Srvcs
Office of Program 
Review

Operaling expense belt tightening lo achieve net-zero general fund supplemenlal (0.3) (0.3)

134
8(k) - (1) Heallh & Soc 

Srvcs
Rale Review Operaling expense belt tighlening lo achieve net-zero general fund supplemenlal (5.6) (5.6)

135
8(10-(1) Heallh A Soc 

Srvcs
Adminlslralive 
Support Services

Operaling expense bell lightening lo achieve net-zero general fund supplemental (31.1) (31.1)

13G
B(k) - (1) Heallh A Soc 

Srvcs
Personnel and 
Payroll

Operating expense belt tighlening to achieve net-zero general fund supplemenlal (0.9) (0.9)

137
8(k) - (1) Health & Soc 

Srvcs
Audit Operaling expense bell tightening lo achieve nel-zero general fund supplemenlal (3.0) (3.0)

138
80 0 -0 ) Heallh & Soc 

Srvcs
Helatli Planning A 
Facilities Mgmt.

Operaling expense bell lightening lo achieve nel-zero general fund supplemenlal (1.6) (1.6)

139
8(m) - (n) Heallh A Soc 

Srvcs
Alaska Youlh 
Initiative

Medicaid Private Hospital Proshare Grant Refinancing (1,320.0) (1,320.0)

140
8(m) - (n) Heallh A Soc 

Srvcs
Behavioral Heallh 
Medicaid Services

Cosl conlainment savings (357.0) (357.0)

141
8(m) - (o) Heallh A Soc 

Srvcs
Behavioral Heallh 
Grants

Medicaid Private Hospital Proshare Grant Refinancing as well as Iravel and other 
operaling expense bell lightening

(246.0) (558.4) Alcohol
Fund

(804.4)

142
8(m) - (n) Heallh A Soc 

Srvcs
Behavioral Heallh 
Administration

Operaling expense bell lightening lo achieve net-zero general fund supplemental (24.2) (24.2)

143
8(oi) - (n) Health A Soc 

Srvcs
Psychiatric 
Emergency Services

Medicaid Private Hospital Proshare Grant Refinancing of 1050.7 and belt tightening 
on unexpended grants of 37.3

(1,088.0) (1,088.0)

144
B(oi) - (o) Health A Soc 

Srvcs
Services lo Serloursly 
Menially III

Medicaid Private Hospital Proshare Grant Refinancing of 3905.6 plus operating 
expense belt lightening of 7.5

(3,913.1) (3,913.1)

Office of Management and Budget Page 5 of 7 Roleaeed February 9.2004



FY2004SL EMENTALS
A B C D E F G H I

1-15

8(m) - (n) Heallh & Soc 
Srvcs

Services lo Severely 
Emotionally 
Disturbed Youth

Medicaid Private Hospital Proshare Granl Refinancing of 24.7 and excess Alaska 
Youth Initiative grants of 450.0 due lo consolidation of Ihe Alaska Youlh Initiative 
program with the Severely Emotionally Disturbed Youth proqram

(474.7) (474.7)

146
8(m )-(n) Heallh & Soc 

Srvcs
Alaska Psychiatric 
Institute

Increased disproportionate share from Medicaid of 700.0 and operaling expense belt 
lightening of 50.5

(750.5) (750.5)

1-17
0(0) Heallh & Soc 

Srvcs
Infant Learning 
Program Grants

Operaling expense belt tighlening to achieve net-zero general fund supplemental (9.3) (9.3)

1-18

B(P) Heallh & Soc 
Srvcs

Advisory Board on 
Alcoholism & Drug 
Abuse

Savings from a position vacancy (25.0) (25.0)

1-19
0(P) Heallh & Soc 

Srvcs
Commission on 
Aging

Travel expense bell tightening to achieve net-zero general fund supplemenlal (2.8) (2.0)

150
8(P) Heallh & Soc 

Srvcs
Suicide Prevenlion 
Council

Contractual expense belt lightening to achieve net-zero general fund supplemental (0.4) (0.4)

151
0(q) Heallh & Soc 

Srvcs
Medicaid Services Increased Medicaid costs covered by Ihe Depaitment through net-zero general fund 

supplemenlal
1,847.0 1,847.0

152
0(0 Heallh S Soc 

Srvcs
Senior/Disabililies 
Medicaid Services

Increased Medicaid cosls covered by Ihe departmenl through nel-zero general fund 
supplemental

6,372.0 558:4 Alcohol
Fund

6,930.4

153
9 Law Civil Division, Deputy 

Attorney General
Judgments and Claims as of February 5, 2004 - 52,825,490.66 2,825.5 2,825.5

154

10 Law Civil Division & 
Criminal Division

Technical change to sec. 60, ch. 82, SLA 03 which approprialed $175,0 to Deparlment 
of Law, Civil Division for oulslde counsel cosls. The appropriation should have been to 
Ihe Criminal Division.

0.0

155

11(a) Mililary Homeland Securily 
and Emergency 
Services

Transfer of federal aulhorizallon from Army Guard lo Homeland Security for increased 
FEMA grants

767.0 0.0 767.0

156

11(b) Military Army Guard Facilities 
Maintenance

Transfer of federal authorization from Army Guard lo Homeland Security for Increased 
FEMA granls

(767.0) (767.0)

157

12(a) Natural
Resources

Capital FESCO Seltlemenl for Contaminated Sile Cleanup 5118,638.12 118.6 Statutory 
Den Prgm 

Rcpts

118.6

158

12(b) Natural
Resources

Capital BLM 2009 Accelerated Land Transfer - Year 1 of a 5-year project to significantly 
Increase Ihe rate of federal land transfers lo individual Native /  llottees, Ihe ANCSA 
Corporations, and the state.

1,268.0 1,268.0

159
12(c) Natural

Resources
Capital Denali Park Visitor Destination Access - U.S. Park Service grant for planning and 

design of new visitor facilities
600.0 600.0

160

12(0)-(e ) Natural
Resources

Capital Agfognak Coastal Wetlands grant for purchase of waterfall parcel within the Perenosa 
Bay area of Afognak Island

2,000.0 650.0 Statutory 
Des Prgm 

Rcpts

2,650.0

161
12(0 Natural

Resources
Office of Alaska 
Coastal Zone Mgt.

Increased Department of Lav/ costs for Coastal Zone regulations 95.0 95.0

162
13(a) Public Safely ABC Board Enabling language to allow Ihe department to pay a prior year bill using Ihe FY 04 

appropriation
0.0

163
13(b) Public Safety Capital Denali commission grant lo the Council on Domestic Violence and Sexual Assault for 

domestic violence and sexual assault shelter facility funding
4,750.0 4,750.0

164
14(a) Revenue Municipal Bond Bank Increased management fees due to increased activity 150.0 Muni Bond 

Bank Rcpts
150.0

165
14(b) Revenue Alaska Permanenl 

Fund Corp.
Language clarifying that Ihe appropriation made by sec. 67(2), ch. 82, SLA 2003 was 
for Inflation proofing

Perm Fund 
Rcpts

0.0

166

14(c) Revenue Alaska Permanent 
Fund Corp.

Balance needed to inflation proof the fund in FY 04 177,000.0 Penn Fund 
Earnings 
Reserve]

177,000.0
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1G7

15 Salary
Adjustments

Add Marine Engineers Beneficial Association (MEBA) and the Masters, Males, and 
Pilots Unit (MMP) to the "Salary and Benefits Adjustment," section 29, In Ihe 
operating bill for clarification's sake, since the bargaining units ratified their contracts 
after section 29 v/as adopted that listed the bargaining unils with ratified contracts. 
(The amount of Ihe conlract adjustments. SG8.6 and $60.5, respectively, is already 
Included In Transportation's appropriation In section 1 of the operatina budget.)

0.0

1 GO
16(8) Slate Debt School Debt 

Reimbursement
FY 04 entitlement adjustment based on actuals, down from $37,424.1 to $32,052.0 (3,399.9) Debt Fund (3,399.9)

1G9
16(a) Slate Debt School Debt 

Reimbursement
FY 04 Cigarette Tax revenue Increase adjustment from $28,600.0 to $30,572.2 1,972.2 School Fund 1,972.2

170
16(a) Stale Debt School Debt 

Reimbursement
FY 04 Debt Retirement Fund decrease from $37,424.1 to 32,052.0 that corresponds 
with the Increase in cigarette tax revenue.

(1,972.2) Debt Fund (1,972.2)

111

16(b) - (d) State Debt Debt Extend lapse to June 30. 2005 for Lake and Peninsula Borough Chignik dock and 
Aleutians East Borough False Pass harbor in sec. 32(o), ch. 83, SLA 03, pg 71, lines 
24, 25. Also reduce amounts from 130,000 and 310,000 respectively lo 118,553 and 
68,176 (reduction of 253,271).

(253.3) (253.3)

1/2 16(e) State Debt Fund Transfer Have received additional federal qranl funds for deposit into the Election Fund. 100.0 100.0

173

17(a) Transportation Capital Proceeds from the 2003 sale of the MV Barlelt will be spent on the new Prince William 
Sound marine highway maintenance facility In Cordova. This and the S900.000 
authorization requested In the FY 05 capital budget will complete the project.

339.5 Marine
Highway
System

Fund

389.5

174

17(b) Transportalion NR Leasing and
Property
Management

Funds needed due to legal challenges to recent changes In airport leasing rates In AS 
17.

50.0 Receipl
Supported

Services

50.0

175

17(C) Transportation CR Hwys & Aviation Snow hauling In Anctiorage. Funds budgeted In FY 04 have been exhausted duo to 
Ihe heavy snowfall so far this winter. Additional cosls of removing snow from 
Anchorage sidewalks are Included In this request.

200.0 200.0

176

17(d) Transportation SE Hwys & Avialion Funds needed due to legal challenges to recent changes In airport leasing rales in AS 
17.

50.0 Receipt
Supported

Services

50.0

177

17(e) Transportation Marine Vessel 
Operations

Masters, Males and Pilots union has ratified Its contract as of January 1, 2004. In the 
FY 04 budget, the Legislature appropriated $60.5 lo cover a full year's monelary term 
cost, but six months of Ihe appropriation Is not needed.

(30.2) Marino
Highway
System

Fund

(30.2)

178
179
180

HR15&B58FSG
REGULAR SUPPLEMENTAL BILL TOTAL 820.5

5,374.1

39.485.6 180.188.6
m l m s *

185,476.2

220,494.7
j? p iW ) i  m  m i*  if- n

TOTAL FOR BOTH BILLS 132,860.6 m m 323,710.9
181
182 Ratifications:
183 16(a)(1) Corrections AR50951-02, Electronic Monitoring, $63.00 63.00 63.00

184
18(a)(2) Env

Conservation
AR49721-03, Alaska Counter Terrorism, $0.04 0.04 0.04

185
18(a)(3) Health & Soc 

Srvcs
AR22.’ 20-02, Medicaid Services, $22,069,794.69 22,069,794.69 22,069,794.69

186
18(b) Natural

Resources
AR 37313-03, Fire General Fund, $6,233,287.40 6,233,287.40 6,233,287.40

187 19 Lapse of Appropriations
188 20 Effective Date
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TOUSE COMMITTEE REPOT

Date of Committee Action:

The FINANCE Committee considered: HB 459

HOUSE BILL NO. 459 PAPER TRAIL FOR ELECTRONIC VOTING MACHINE

"An Act requiring an auditablc paper trail for electronic voting machines; and providing for an effective date."

Recommends it be replaced with [ ] HCS or f^-TCS for \\  A  (S ^ V ~ $ l )  ) 
For Senate Bills with new title: [ ] Technical Title [ ] New Title: IICR.  [ ] Same Title [ ] New Title

[ ] attach amendments
[ ] add new referral to _____________ Committee
[ ] Letter of Intent____________ Committee

(11)
Date Referred to Committee: April 5, 2004 FURTHER REFERRALS:
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REV
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F ISC A L  N O TE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Dale/Time (Note if correction):___________
Title An Act requiring an  auditable paper trail for
electronic voting m ach ines_______________________________
S ponso r R ep resen ta tiv e  G ara______________________
R eq u este r H ouse  S ta te  Affairs_______________________

Expenditures/Revenues____________________________ (Thousands of Dollars)
Note: Am ounts do not include inflation un less otherw ise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010

P ersonal Serv ices
Travel
Contractual
Supplies
Equipm ent
Land & S tructures
G rants & Claims
M iscellaneous

1.8 1.8 1.8
441.0

TOTAL OPERATING 442.8 0.0 1.8 0.0 1.8 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (T housands of Dollars)
1002 Federal R eceip ts
1003 GF Match
1004 GF
1005 G F/Program  R eceip ts 
1037 GF/Mental Health
O ther (Specify Type-Do not abbreviate)

1.8 1.8

442.8
TOTAL 442.8 0.0 1.8 0.0 1.8 0.0

Dept. Affected;_____
RDU Elections__________
C om ponent Elections__________

C om ponent No.  21̂

Fiscal Note Number:
Bill Version:
(H) Publish Date:

CSHB 459(STA) 
4/5/04

1___________

GOV

F stim a te  o f any  c u r r e n t y e a r  (FY2004) c o s t: 0.0 ___
Mark th is  box  (X) if fu n d in g  fo r th is  bill is  in c lu d ed  in th e  G o v e rn o r 's  FY 2005 b u d g e t p ro p o sa l: 

POSITIONS
Full-time
Part-tim e
Tem porary

ANALYSIS: (Attach a separate pane if nccessar/l
At this time, the cost per unit to implement a modification to the touch screen voting equipment that would 
allow for voter verifiable paper records is unknown. This technology is currently in the research and 
development stage within the industry. However, it is estimated that each touch screen voting system 
would require additional hardware i.e., unit printer and 2 rolls of thermal paper. The division estimates the 
printer units may range in price from $500.00 - $1,000.00. If only one touch screen system were used in 

,ch precinct (441 precincts) the estimated cost would be $441.0. The thermal paper required is estimated 
to cosl $2.00 per roll for an additional cost of $1.8 in supplies. The total estimated cost of implementation 
by January 1, 2006, is $442.8 (HAVA funds). The division will require GF appropriations of $1.8 in future 
years for supplies (thermal paper) to support the equipment that provides a voter verifiable paper record.

Prepared by: Leonard G. Jones
Division Division of Elections

Phone 465-3051
Date/Time 3/5/04 2:56 PM

Approved by:
Agency

Laura A. Glaiser. Director Date 3/5/2004
Office of the Lt. Governor, Division of Elections
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BILL WILLIAMS
Co-Chair 

(907) 465*3424 

Fax: (907) 465*3793

INTERIM A D D RESS 

50 Front Streol. Suito 203 

Kelchikan, Alaska 99901 

(907) 247*4627 

Fax: (907) 225-7157

aiaska £>tatc Legislature
f i o u s c  j f i n a n c c  C o m m i t t e e

REPRESENTATIVE

JOHN HARRIS
Co-Chair 

(907) 465-4859 

Fax: (907) 465*3799

INTERIM ADDRESS
Sla le Capllol, Room 507 

Juneau, AK 9980 1-1162

Stale Capitol, Juneau, Alaska 99801-1182

Sectional Analysis: CSHB459 (STA) Voter Verified Paper Trail

Section 1: Restates the right of the Division of Elections to use the current 
Accuvote Optical Scanning machines for reading paper ballots.

Sections 2 & 3: Provides that voters may, upon asking, use the new DRE 
electronic ballot machines, but that no more than one of these machines will 
be placed in most precincts; and that these machines must produce a paper 
ballot for a voter’s review, and for recounts.

Section 4: Definitions Section.

Section 5: Federal Law has funded the state's new DRE machines for blind 
and otherwise disabled persons. This section provides that by 2006, or 
before i f  technologically feasible, these machines must provide a paper trail 
so voters can see their votes on paper, and so that there w ill be paper for 
recounts.

Section 6: Immediate Effective Date.



|  g U a s f f e a  E s t a t e  l e g i s l a t u r e

REPRESENTATIVE JOHN HARRIS
District 12 • Eielson AFB, Valdez, Delta Junction, Palmer, Glennallen, Salcha, Paxson, Sutton, Chickaloon

HB 459, Voter Verified Paper Trails for Electronic Voting Machines 
Sponsor Statement

In the wake of the 2000 federal election, and with the impetus of the federal Help 
America Vote Act, states across the nation are replacing punch card and paper ballots 
with computerized vote casting, tabulation and reporting. Alaska has successfully used 
the AcuVote system of optically scanned ballots since 199S. New direct recording 
equipment (DRE) machines -  also known as touch-screen -  are scheduled to be used for 
the first time in 2004.

Unfortunately, computer experts have wanted of numerous problems with both DRE and 
optical scan machines. Hardware problems, unreliable computer code and lack of 
security have raised serious questions about whether votes are being accurately recorded, 
tallied and reported. The experiences of many localities have demonstrated these 
failings. In Bemalillio County, N.M. a programming error caused a computer lo delete 
25 percent of the ballots cast by early voters. In Maryland voters for the Republican 
candidate for governor watched as their vote appeared beside the Democratic candidate’s 
name. In Fairfax County, Va. a machine was found to have subtracted one vote for every 
100 cast tor a school board candidate. In one Texas matchup, optical scan machines 
declared two low vote getters to be landslide winners.

In the Texas case, elections officials were able to correct the mistake by hand counting 
the optically scanned paper ballots. Many DRE machines, however, produce no such 
paper trail to audit. Recognizing this crucial shortcoming of DRE technology, many 
observers are calling for voting machines to produce paper receipts that voters can verify 
before leaving the polling booth and that are subsequently held in lock boxes for audit 
purposes. The Stale of California recently moved to require such a voter verified paper 
audit trail in all elections. Senate Bill 296 would establish the same protections in 
Alaska.

Citizen trust in elections is the bedrock of democracy. Only an accurate count can assure 
voters that elections result in a true reflection of their will. Requiring a voter verified 
paper trail will assure Alaskans that no matter what technology is adopted in the future, 
their elections will be transparent and their votes counted accurately.

Co-Chair, Joint Armed Sorvices Committee 
Co-Chair, Houso Finance Committee 

Member, Energy Council 
Session: Stale Capitol, Juneau, Alaska 99801-1102 • Phono; (907) 465-4859 Fax: (907) 465-3799 

Intorlm: P.O. Box 305. Valdez, Alaska 99686 • Phono (907) 835-2836 Fax: (907) 835-3732
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Paper trail

In tegrity  of Alaskans' votes at risk

Here's a bill in the Legislature that should see speedy passage. SB 296, from Sen. Johnny Ellis, D- 
Anchorage, would help prevent vote fraud by requiring electronic voting machines to produce a 
paper record of the votes tha t are cast.

The state's main electronic vote counting machines, Accu-vote optical scanners, aren't a problem. 
They use paper ballots tha t are read and tabulated electronically. But the state recently bought 55 
touchscreen electronic voting machines that leave no paper tra il whatsoever. The paperless 
machines are meant to accommodate voters who are physically unable to handle or mark a paper 
ballot. Eventually the state plans to have a t least one touchscreen voting machine in each o f 
Alaska's 446 precincts.

That's a helpful accommodation for disabled voters. But where the 'e  is no paper crail, there is huge 
potential for voting fraud. According to The New York Times, "When the State of Maryland hired a 
computer security firm  to test its new (paperless electronic voting) machines, these paid hackers 
had little trouble casting m ultiple votes and taking over the machines' vote-recording 
mechanisms." With no paper.trail, there is no way to cross-check the vote count.

In an editorial, The Times concluded: "The Maryland study shows convincingly that more security is 
needed for electronic voting, starting with voter-verified paper tra ils ." That's what Sen. Ellis aims to 
do with SB 296.

Alaska has a statewide prim ary and a statewide general election this year. Alaskans must have 
confidence their votes will be counted securely and accurately. The protections outlined in Sen.
Ellis' bill should be put into place as soon as possible.

BOTTOM LINE: Alaska law should require electronic voting machines to produce a paper record of 
each vote.
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ELECTRONIC VOTING'S HIDDEN PERILS
By Ellse Ackerman 
Mercury News

Poll workers in Alameda County noticed something strange on election night in October. As a computer 
counted absentee ballots in the recall race, workers were stunned to see a big surge in support for a fringe 
candidate named John Burton.

Concerned that their new $12.7 million Diebold electronic voting system had developed a glitch, election 
officials turned to a company representative who happened to be on hand.

Lucky he was there. For an unknown rear , the computerized tally program had begun to award votes for
Lt. Gov. Cruz Bustamante to Burton, a soc.alist from Southern California.

Similar mishaps have occurred across the country since election officials embraced electronic voting in the 
wake of the f .orida vote-counting debacle of 2000.

When Californians go to the polls next month to choose a presidential candidate, many voters will cast a 
virtual ballot by pressing a computer touch screen that records their votes digitally. The only tangible proof 
that a citizen has voted — and how he voted — will be fingerprints left on the machine's screen.

Electronic voting removes the risk of election officials misinterpreting hanging mads. But it raises another 
electoral peril: that a digital ballot box might miscount votes without anyone noticing.

As the black box replaces the ballot box, concern is growing that local officials are becoming dependent on
a handful of corporations to guarantee the integrity and accuracy of elections.

Counties, including Santa Clara County, rely on these voting-equipment companies to manage the software 
that runs digital voting machines and counts electronic votes -- and to fix things when they go wrong on 
election night. The companies, however, consider such software a trade secret, making independent 
confirmation of contested elections difficult, if not impossible.

To guard against error and fraud, the state requires that the companies only install approved software on 
electronic voting machines. But in California, one of the biggest voting-equipment companies, Diebold 
Election Systems, provided 17 counties with uncertified software that was used in recent elections.

Review of practices

County election officers remain responsible for overseeing electronic vocing systems, but a review of past 
elections and current practices raises questions about how closely they're monitoring voting-equipment 
companies.

' '  My biggest concern is the lack of accountability," said David Dill, a Stanford University computer-science 
professor and a leading expert on electronic voting.

hup://www.mercurynews.com/mld/rnercurynews/7849090.htm?templatc=contentModu]es/p... 2/2/2004



ELECTRONIC VOTING'S OEN PERILS Page 2 of 4

Election officials and company representatives dismiss concerns about computerized voting as overblown, 
citing safeguards designed to ensure the reliability of imputerized voting systems.

' * We have the best system available on the market. It is secure and reliable and the voting public had a 
wonderful experience," said .lesse Durazo, the registrar of voters for Santa Clara County, which uses touch­
screen machines from Sequoia Voting Systems.

Alameda County officials still don't know why the computer program failed on election night. In fact, they 
only discovered the malfunction because they could compare the paper absentee ballots the software was 
counting to the computer’s tally. The rest of the county's voters cast electronic ballots. Nor were election 
workers aware at the time that their touch-screen machines were running unauthorized Diebold software in 
violation of California law, as a state investigation later discovered.

* 'There was something in the software," said Elaine Ginnold, assistant registrar of voters for Alameda 
County. Alameda County officials refused to allow the Mercury News to review the software code used to 
test its electronic voting system, saying it was a Diebold trade secret.

' '  At no time were incorrect vote totals released," Diebold spokesman David Bear wrote in an e-mail.
' 'The system is safe, secure and accurate." He attributed the malfunction to a computer-server error and 
the large number of candidates on the recall ballot.

' ‘ The counues are in over their heads," said Kim Alexander, founder of the California Voter.Foundation, a 
Davis-based election watchdog group. ' '  People are left depending on the vendors to tell them who won the 
elections."

That is especially the case on election night, when mechanical mishaps and buggy computer code could 
create crises only company employees could resolve.

For instance, in Riverside County during the 2000 presidential election, a computer from Sequoia began 
dropping touch-screei ballots from the vote tally. A Sequoia salesman who was on hand intervened and 
fixed the problem.

Unnoticed error

Two years later in Bernalillo County, N.M., neither local election officials nor a Sequoia representative 
noticed on election night that a programming error was causing a computer running Microsoft SQL server 
software to delete 25 percent of ballots cast by early voters. Three days later, a Democratic Party lawyer 
spotted a discrepancy between the number of voters who signed in at the polls and the number of digital 
ballots counted. Sequoia then managed to recover the lost votes.

’ "They messed up," said Mary Herrera, the Bernalillo County clerk, of Sequoia.

Responded Sequoia spokesman Alfie Charles: ‘ ' I t  was just a bug in Microsoft that required an additional 
step in converting data into the database format. There was a patch that was later applied by Microsoft."

Alexander of the California Voter Foundation worries that such incidents mean the machines could miscount 
ballots or fail to register votes without anyone realizing.

Critics are alarmed that touch-screen voting systems do not create a paper record that allows for a physical 
recount of ballots. Rather, the machines record votes on digital memory cartridges. When ’-he polls close, 
the cartridges are removed from the touch-screen machines and plugged into a computer which downloads 
and tabulates the voting data.

«i . . .  m o  A n r \r \r \  l.  o* nmnr\c\A
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In November, California Secretary of State Kevin Shelley ordered that by July 2006 all touch-screen 
machines must print paper receipts so an election can be independently audited. To meet that mandate, 
the voting-equipment companies must manufacture new state-approved hardware and software.

Computer scientists acknowledge a paper trail will help ensure the accountability of electronic voting 
systems. However, they say such a requirement does not resolve concerns over counties' dependence on 
voting-equipment companies and the security of computerized voting.

Until voting machines produce paper receipts, the only way a candidate can investigate questionable 
election results is by examining the voting systems’ software code.

But there's a catch: Election companies consider such software a trade secret not open to public scrutiny -- 
or subject to challenge from losing candidates, as Emil Danciu found out.

Danciu ran for city council in Boca Raton, Fla., in March 2002. A popular former mayor of the seaside town 
in Palm Beach County, Danciu expected to win in a landslide but lost by 16 percentage points.

After some voters complained that Sequoia's touch-screen mach'.ics appeared to have recorded ballots cast 
for Danciu as votes for his opponents, Danciu sued to obtain th e Sequoia software code.

But Palm Beach County didn’t have the code. ‘ 'A ll of this stuff that they are asking for are all proprietary 
items owned by che manufacturer," a county attorney told the judge hearing the case. The attorney argued 
that even if the county did have the documents, it wou'd be a felony to disclose ' 'trade secrets."

The judge denied Danciu's request for the software code.

U.S., state inspectors

County election officers and voting-equipment company executives stress that voting machines and 
software are carefully examined by federal and state inspectors before receiving approval. Furthermore, 
they say, pre-election testing ensures ballots are counted correctly.

' 'There are checks and balances to ensure nothing has been compromised," said Charles, the Sequoia 
spokesman.

The goal of the government certification process is to make sure proprietary voting systems are accurate, 
reliable and secure. The certification process is crucial because it provides the only safeguard voters have 
that the machines are performing the way the election companies promise.

Every single piece of hardware and software that is used in an election is certified by our office," state 
election official John Mott-Smith reassured the Santa Clara County Board of Supervisors last year. ' ’ Every 
modification to those systems has to come back for certification and testing if necessary."

Vet eight months later, a state audit revealed that voters in 17 California counties had cast ballots in recent 
elections on Diebold systems that were running software not approved by the state, according to a 
December 2003 report. The Diebold software is used to count both touch-screen electronic ballots and 
paper ballots read by an optical scanner. Three of the counties, Including Los Angeles, the state's largest, 
were using Diebold software that had not been submitted for federal review.

Assurances by vendor

hup://www.mercurynews.com/mld/mercury;iews/7849090.htm?lemp]ate=contentModules/p... 2/2/2004
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The audit also found that county election officials had not independently verified they were using certified 
software, as the law requires, but relied on assurances by Diebold it was complying with state regulations.

Even tech-savvy counties like Santa Clara can have difficulty tracking exactly what their voting-equipment 
company is doing for them. Computer scientists argue that a failure to keep close tabs on modifications to 
the machines or their software opens the door to tampering or the introduction of errors that might show 
up on election night.

Following November's election in Santa Clara County, Sequoia sen!- over a group of blue-coated technicians 
to make adjustments to voting machines that experienced battery problems. For three weeks, the workers, 
employed by a Sequoia subcontractor, took apart the machines, removing their circuit boards and making 
adjustments.

Nevertheless, Santa Clara County officials didn't know the name of the subcontractor and hadn't verified 
the identities of the workers it hired when the Mercury News made an inquiry'. They also hadn’t 
documented the changes being made to the machines.

To find out such information, ' * vou'd have to contact Sequoia," said Assistant Registrar of Voters Elaine 
Larson.

In interviews with the Mercury News, registrars defended their close relationship with the companies. The 
world of elections administration is a small one, and the revolving door between state, federal and county 
elections departments and the voting-equipment companies has spun for years.

•»
' ’ I have a hundred percent confidence in Sequoia — in their integrity and honesty and their ability to keep 
us compliant with the law of California," said Cathy Darling, assistant registrar of Shasta County.

That attitude bothers Dill, the Stanford computer scientist and electronic-voting expert. ‘ ' From a 
computer-security perspective, handing over control of an important part of the election, I think, is not a 
good idea," said Dill. ' '  I ’d prefer to see that kind of control in the hands of local officials who are 
accountable to elected representatives."

<0 2004 Mercury News suid wire service sources. All Rights Reserved. 
hli|):/Avww.me rcurynews.com
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F a ir fa x  Judge O rd e rs  L og s O f  V o tin g  M ach ines 
Inspected
By David Cho
W ashington Post Staff Writer 
Thursday, N ovem ber 6 , 2003; Page B01

It took more than 21 hours from the time polls closed T uesday  night for 
Fairfax County, the putative high-tech capital of the region, to get final 
election results from its new, computerized vote machines.

Widespread problems in the system, which the county paid S3.5 million to 
install, also opened the door to possible election challenges by party leaders 
and candidates.

School Board member Rita S. Thompson (R), who lost a close race to retain 
her at-large seat, said yesterday that the new computers might have taken 
votes from her. Voters in three precincts reported that when they attempted to 
vote for her, the machines initially displayed an "x" next to her name but then, 
after a few seconds, the "x" disappeared.

In response to Thompson's complaints, county officials tested one of the 
machines in question yesterday and discovered that it seemed to subtract a 
vote for Thompson in about "one out of a hundred tries," said Margaret K. 
Luca, secretary of the county Board of Elections.

"It's hard not to think that I have been robbed," said Thompson, whose 77,796 
recorded votes left her 1,662 shy of reelection. She is considering her next 
step, and said she was wary of challenging the election results: "I'm not sure 
the county as a whole is up for that. I'm not sure I'm up for that."
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Meanwhile, attorneys for local Republicans and GOP candidate Mychele B.
Brickner, who lost her bid to chair the Fairfax County Board of Supervisors, went b e fo re ^  
judge yesterday moming, asking him to keep 10 voting machines under lock and key and not to include 
their tabulations in the results. The machines, from nine precincts scattered across the county, broke 
down about midday Tuesday and were brought to the county government center for repairs and then 
returned to the polls -- a violation of election law, Republicans argued.

The judge said the activity L_ of all 10 machines will he inspected this week, with members of both 
major parties present.

"It’s like Florida in many ways," said the Republicans' attorney, Christopher T. Craig, referring to that
state's 2000 presidential ballot-counting controversy. "This is about ballot integrity A lot of people
have been telling us they couldn't vote for someone.. . .  I have been hearing that there are a lot of 
problems" with the county's new WINvote computer technology.

As more details emerged yesterday, county officials defended the system. Luca insisted that most of the 
problems had less to do with computer glitches than human error.

http://www.washingtonpost.com/ac2/wp-dyn/A6291-2003Nov571anguagesprinter 1/30/2004
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"The new machines get an A-plus," she said. "It's the plan to collect the vote that gets the failing grade."

Fairfax purchased ihe 1,000 touch-screen vote machines this year from Advanced Voting Solutions of 
Frisco, Tex. The machines, which resemble laptop computers, were used countywide Tuesday for the 
first time, and the problems that resulted mirrored what occurred in Montgomery County last year when 
similar new technology was used. The equipment in Montgomery County was blamed for delayed 
results and confusion at the polls.

Fairfax officials had confidently promised that their machinery would work much better, citing a battery 
of tests conducted last week. They also predicted that the system would greatly speed the reporting of 
results.

Instead, it chumed out one of the slowest vote counts in memory.

Much of the delay occurred at 7 p.m. when the polls closed. Most of the county's 223 precincts 
attempted to send in their computer tallies at once, overloading the system. Many poll officials ended up 
calling in their numbers, but some couldn't get through and instead drove their results to the county 
government center.

In at least 19 precincts, results were officially sealed in the mistaken assumption that they had been sent 
by compu.er modem, officials said yesterday. Sealed results cannot be opened unless all three election 
board members are present, which led to further delays.

In addition, software errors kept the results from two piecincts from being posted until about 4:30 
yesterday afternoon.

"Everyone seems to be aghast at how this could happen," Thompson said. "But this seems like 
something you could have had the foresight to see."

John Service, 50, of North Springfield said it look him four or five tries to register his vote for 
Thompson, and he wondered whether some voters were disenfranchised. "I am concerned about voters 
who might have oeen in a rush and didn't go back and check lo make sure all tne names [they intended 
to vote for] appeared on the final ballot," he said.

The glitches forced a handful of Drecincts to return to paper ballots. And even at polls where computer 
problems didn't arise, voter unfamiliarity with the technology created long lines.

Some voters gave up — a thought that crossed Jeff Fisher's mind.

Fisher, 43, of Annandale sa:d he almost walked out of his polling piace when a woman in front of him 
spent 10 minutes getting 0 .rough the ballot.

Others, though, wonder d why so many people had problems with the machines. "I thought it was very 
easy to vote, and I'm not even that bright of a kid," A1 Richards, 61, of Falls Church said.

© 2003 The Washington Post Company

washingtonpost.com: Fairfax^idge Orders Logs Of Voting Machines^1” spected Page 2 of 3
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A bou t 7 ,0 0 0  vo te rs  cast b a llo ts  in  w rong  p rec in c ts , b u t o ffic ia ls  
d o n 't be lieve  ou tcom es w ere a ffected .
By Stuart Pfeifer 
Times Staff Writer

March 10, 2004

An Orange County supervisor on Tuesday said he wants an investigation into last week's election, 
marred when poll workers using new electronic voting equipment gave thousands of voters ballots from 
the wrong precincts.

Supervisor Bill Campbell said he would ask the county's Internal Audit Department to review the March 
2 ballot irregularities and also would welcome a probe by the county Grand Jury.

A Latino-rights organization last week also requested that the Grand Jury look into the voting problems.

A Times analysis found that about 7,000 voters cast ballots in the wrong precincts last week, affecting 
vote counts in many state and federal races.

"Even one error is bad. Seven thousand is terrible," Campbell said.

He said he wanted the review to search for solutions, not blame.

One solution Campbell sees is reducing the number of polling places that include multiple precincts with 
different ballots.

The bulk of last week’s problems came when poll workers searching through a list of precinct numbers 
gave voters access codes for the wrong precincts.

If each polling place had only one precinct, such problems should not occur, officials said.

The irregularities did not appear to be widespread enough to jeopardize the outcome of any state or 
federal races. Registrar of Voters Steve Rodermund said some voters were given ballots with wrong 
precinct numbers, but that the ballots still displayed the correct contests.

m m •  £o*A njadc*8tae*
la t b n e s .c o m .
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But many other voters did cast ballots in races in which they were ineligible, The Times analysis found.

Rodermund said he would move to certify the results only if he were confident the irregular votes had 
not swayed the outcome.

Be said he would invite the Grand Jury to review the procedures and equipment his staff used in the 
election.

"We would like to ask them to come and look at our processes and ask them what they think," 
Rodermund said.

"You always want a fresh perspective to look at what we're doing."

The civil rights advocacy group Los Amigos of Orange County suggested last week that the Grand Jury 
investigate.

It noted that "no one will ever know to a certainty the intent of Orange County voters as they tried to 
express it in a mis-administered election."

Rodermund said he and his staff hoped to estimate the number of ballots cast in improper races and 
report March 30 to the Board of Supervisors.

Once the election is certified, Rodermund said, the county will host a barbecue at the registrar's Santa 
Ana offices for all poll workers from last v/eek's election to reward them for their service and to gather 
comments about the electronic voting system.

"These are the people from the t  nches who rarely get the recognition that they should, so we're going 
to give it to them," he said.

Campbell said he wanted outside agencies to look into last week's election so the county could learn 
from its mistakes and prevent them from reoccurring.

"We have some very good talent in the internal audit area in looking at management systems, the way 
we run things," Campbell said.

"There's a lot o f things we'll go back and rethink, I'm sure of that."

If you want other sto ries on this topic, search  the Archives at la tlm es.com /arch ives. 

Click here fo r artic le  lice '.s in g  an d  reprin t o p tio n s

Copyright 2004 Los Angeles Times
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Action, continued from page ad:
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d i d  n o t  c o u n t  h a n g i n g  c h a d s ,  d i m p l e d  

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

f u l l ,  s t a t e w i d e  r e c o u n t  o f  a l l  d i s c a r d e d  

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

t h e  e l e c t i o n  I n  F l o r i d a .

T h i s  w a s  j u s t  t h e  t i p  o f  t h e  i c e b e r g .  

A  l a w s u i t  b y  t h e  N A A C P  a n d  h e a r ­

i n g s  b y  t h e  U . S .  C o m m i s s i o n  o n  C i v i l  

R i g h t s  s h o w e d  t h a t  t h e  z o o o  e l e c t i o n s  

i n  F l o r i d a  w e r e  m a s s i v e l y  r i g g e d .  " I n  a l l ,  

s o m e  z o o . o o o  F l o r i d i a n s  w e r e  e i t h e r  

n o t  p e r m i t t e d  t o  v o t e  i n  t h e  N o v e m b e r  7 
e l e c t i o n  o n  q u e s t i o n a b l e  o r  p o s s i b l y  i l l e ­

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

a n d  n o c  c o u n t e d , "  r e p o r t s  T h e  N a tio n  
(4 /3 0 / 0 1 , p .  11) .  " I n  t i r e  t w o  y e a r s  b e f o r e  

t h e  e l e c t i o n s ,  t h e  F l o r i d a  S e c r e t a r y  o f  

S t a l e ’s  o f f i c e  q u i e t l y  o r d e r e d  t h e  r e m o v a l

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

r o u g h l y  1 0 0 , 0 0 0  q u a l i f i e d  D e m o c r a t i c  

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

r i g h t  t o  v o t e  I n  a n  e l e c t i o n  d e c i d e d  b y  

a  f e w  h u n d r e d  v o t e s "  ( L a n t i g u a ,  -The  
N a tio n ,  4 /3 0 / 2 0 0 1 , p .  i t ) ,  T h i s  i s  c a l l e d  

R I G G I N G  A N  E L E C T I O N .

^ “' " ’‘P e o p l e -  w h o  r i g  “ E l e c t i o n s  a r e  

a t t a c k i n g  A m e r i c a n  d e m o c r a c y  j u s t  

l i k e  O s a m a  b i n  L a d e n  i s ,  a n d  t h e y  a r e  

m u c h  m o r e  o f  a  t h r e a t  t h a n  O s a m a  b i n  

L a d e n  c o u l d  e v e r  h o p e  t o  b e .  T h e  B u s h  

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

a  r i g g e d  e l e c t i o n  i n  F l o r i d a .  N q w  t h i s  

s a m e  a d m i n i s t r a t i o n  i s  r e q u i r i n g  " e l e c ­

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

t o u c h - s c r c o n  v o t i n g  m a c h i n e s  i n  e v e r y  

p o l l i n g  p l a c e  a c r o s s  t h e  n a t i o n .  M o s t  

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

> r .w .v  w . w . . . . . . .  . . . „  . v . T h e r e  a r c  n o  p a p e r  b a l l o t s  o r  p a p e r

o f  9 4 , 0 0 0  v o t e r s  f r o m  t h e  r e g i s t r i e s ,  \  r e c o r d s  o f v o t e s  a n d  t h e  c o m p u t e r  s i m p l y  

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

w h o  m a y  n o t  v o t e  i n  F l o r i d a , "  r e p o r t s  J m a n y  v o t e s  e a c h  c a n d i d a t e  r e c e i v e d .
n n  !f>1 a  Cu m  I m i V I l l m i p U l i t r t  A n A r p i A n p  k n u / t  a a a  ! ra n  a r t i c l e  i n  t h e  lh l t lm o r e  Sun , b u t  " t h e  

o v e r w h e l m i n g  m a j o r i t y  w o r e  i n n o c e n t  

o f  a n y  c r i m e . "  F l o r i d a  e l e c t i o n  o f f i c i a l s  

t o o k  n a t i o n w i d e  l i s t s  u f  c o n v i c t e d  f e l o n s  

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

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

t h a t  o f  a  f e l o n  a n y w h e r e  i n  A m e r i c a . "  

F o r  e x a m p l e ,  s a y s  t h e  a r t i c l e ,  " o n e  

T h o m a s  B u t l e r  ( o f  s e v e r a l  i n  F l o r i d a )  

w a s  t a g g e d  b e c a u s e  a  ‘T h o m a s  B u t l e r  

C o o p e r  J r , ’ o f  O h i o  w a s  c o n v i c t e d  o f  n 

c r i m e . "  T h e  a r t i c l e  a l s o  p o i n t s  o u t  t h a t  

" M r ,  C o o p e r ' s  c o n v i c t i o n  d a t e  i s  s h o w n  

o n  s t a t e  f i l e s  a s  1/3 0 / 2 0 0 7 ," s e v e n  y e a r s  

i n  t h e  f u t u r e !  T h e  m a j o r i t y  o f  t h e  v o t e r s  

p u r g e d  w e r e  b l a c k  o r  H i s p a n i c ,  a n d  t h e  

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

s l a v e r y — c o m m o n a l i t y  o f b l a c k  n a m e s —  

a i d e d  t h e  r a c i a l  b i a s  o f  t h e  ' s c r u b  l i s t ' "  

(“J i m  C r o w  r e v i v e d  i n  C y b e r s p a c e , "  

b y  M a r t i n  l . u t h c r  K i n g  I l f  a n d  G a r y  

P a l a s t ,  i n  T h e  B a U h n o n  S u n ,  5 / 8 / 0 3 , a v a i l ­

a b l e  o n  l i n e  a t  c o m i n o n d r e a m s . o r g ) .  A  

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

f e l o n s  i n  F l o r i d a  a r e  b l a c k ,  a n d  " b l a c k s  

w e n t  a t  l e a s t  9  t o  1 f o r  D e m o c r a t  A l  

G o r e , "  s a y s  T b t  N a tio n  ( " H o w  t h e  G O l ’

: g a m e d  t h e  s y s t e m  i n  F l o r i d a , "  b y  J o h n  

•. L a n t i g u a ,  4 /3 0 / 2 0 0 1 , p ,  1 1 ).

1 / T h e  c u m u l a t i v e  c f l ’c c i  o f  t h e s e  

m a n i p u l a t i o n s  /  o f  v o t i n g  m a c h i n e s ,  

•' b a l l o t s ,  a n d  v o t e r  r e g i s t r a t i o n  l i s t s  y to i  
e n o r m o u s .  " T h e  T a b u  H eath  Pott r e c e n t l y  

.r e p o r t e d  t h a t  G o r e  l d a t  6 , 6 0 0  . v o t e s  *n 

■;P a l p i . ‘R e a c h  C o u n t y  a l o n e  b e c a u s e  o f t i c  

"  ’ " - *|than;tea
• T h e  n c

D i s t u r b i n g  q u e s t i o n s  h a v e  b e e n  r a i s e d  

a b o u t  t h e s e  v o t i n g  m a c h i n e s ,  m o s t  o f  

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

c o n t r o l l e d  b y  s t r o n g  s u p p o r t e r s  o f  t h e  

B u s h  a d m i n i s t r a t i o n .  I s  t h e r e  a  p a t ­

t e r n  h e r e ?  A f t e r  a l l ,  p e o p l e  w h o  h a v e  

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

t i o n  a r e  l i k e l y  t o  r i g  a n o t h e r  e l e c t i o n  t o  

s t a y  i n  p o w e r .

A n  a r t i c l e  p u b l i s h e d  b y  T b t  
W ashington P ost c i r c d  a  w a r n i n g  b y  9 0 0  
c o m p u t e r  s c i e n t i s t s  t h a t  " t h e s e  m a c h i n e s  

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

J o h n s  H o p k i n s  U n i v e r s i t y  c o m p u t e r  

s c i e n t i s t s  w a r n i n g  t h a t  t h e  s y s t e m ' s  

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

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

a r t i c l e  r e p o r t s ,  " I n  A l a b a m a ,  a  c o m p u t e r  

g l i t c h  c a u s e d  a  7 ,0 0 0 - v o t e  e r r o : ”  a n d  

" i n  G e o r g i a ,  w h e r e  D i e b o l d  m a c h i n e s  

a r e  u s e d ,  a  h a n d f u l  o f  v o t e r s  f o u n d  t h a t  

w h e n  t h e y  p r e s s e d  t h e  s c r e e n  t o  v o t e  f o r  

o n e  c a n d i d a t e ,  t h e  m a c h i n e  r e g i s t e r e d  a  

v o t e  f o r  t h e  o p p o n e n t . "  T h e  a r c h i e  c o n ­

c l u d e s  t h a t  " m o r e  c r i t i c a l l y ,  c o m p u t e r  

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

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

r i t y  f l a w s .  ‘W h o e v e r  c c r t i f i c t i  t h a t  c o d e  

a s  s e c u r e  s h o u l d  b e  f i r e d /  s a i d  A v i  R u h i n ,  

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

S e c u r i t y  I n s r i t u t c ,  a t  J o h n s  H o p k i n s  a n d

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

t h e  v o t i n g  m a c h i n e s "  ( p u b l i s h e d  o n  1 /3 1 /  

2 0 0 3  b y  c o m m o n d r c a m s . o r g  a n d  a v a i l -  

a b l e  o n  l i n e  a t  t h e  s a m e  s i t e ) .  I t  r e p o r t s  

. t h a t  " t h e  r e s p e c t e d  W a s h i n g t o n ,  I ) . C . ,  

p u b l i c a t i o n  The H i / /  (w w w . v h c h i l l . c o n i /  

n c w s / 0 1 2 9 0 3 / h a g c l . a s p x )  h a s  c o n f i r m e d  

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

a n d  n o w  R e p u b l i c a n  U . S .  S e n a t o r  C h u c k  

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

t o  o w n  p a r t  i n t e r e s t  I n ,  t h e  c o m p a n y  

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

p r o g r a m m e d ,  a n d  l a r g e l y  r a n  t h e  v o t i n g  

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

c i t i z e n s  o f  N e b r a s k a . ”  T h e  a r t i c l e  s a y s  

t h a t  " w h e n  H a g e l  f i r s t  r a n  t h e r e  f o r  

t h e  U . S .  S e n a t e  i n  1 9 9 6 , I d s  c o m p a n y ’s 

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

s h o w e d  h e ’l l  w o n  s t u n n i n g  u p s e t s  i n  

b o t h  t h e  p r i m a r i e s  a n d  t h e  g e n e r a l  

e l e c t i o n .  T b t W ashington Post (1/ 13 / 1997 ) 

s a i d  H a g e l ’s  ‘S e n a t e  v i c t o r y  a g a i n s t  

a n  i n c u m b e n t  D e m o c r a t i c  g o v e r n o r  

w a s  t h e  m a j o r  R e p u b l i c a n  u p s e t  i n  t h e  

N o v e m b e r  e l e c t i o n . ’ A c c o r d i n g  t o  L e v  

H a r r i s  o f  w w w b l a c k b o x Y o t i n g  . c o m ,  

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

g r o u p ,  i n c l u d i n g  m a n y  l a r g e l y  b l a c k  

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

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

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

S e n a t e  s c a t  i n  N e b r a s k a . "  J - l a r i m n n n  s a y s  

t h a t  " s l x y e a r s  I a t e r H a g e l  r a n  a g a i n . . . a n d  

w o n  i n  a  l a n d s l i d e "  b u t  t h a t  " a b o u t  8 0  
p e r c e n t  o f  t h o s e  v o t e s  w e r e  c o u n t e d  b y  

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

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

w i t h  H a g e l .  B u i l t  b y  t h a t  c o m p a n y .  

P r o g r a m m e d  b y  t h a t  c o m p a n y .  ' T h i s  is  

a  b i g  s t o r y ,  b i g g e r  t h a n  W a t e r g a t e  e v e r  

w a s , '  s a i d  I l a g c l ’s D e m o c r a t i c  o p p o n e n t  

I n  t h e  2 0 0 1  S e n a t e  r a c e ,  C h a r l i e  M a t u l k a  

( w w w . 1a n c a s i e r c o u n i y d c m o c r a t s . o r g /  

m a c u l k a . h t m ) , "

I n t h c . s a m c a u i c l c , T h n m H a r t m a n n  

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

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

w e r e  u s e d :  “ I n  G e o r g i a ,  d e m o c r a t i c  

i n c u m b e n t  a n d  w n r - h e r o  M a x  C l c l a n d  

w a s  d e f e a t e d  b y  S a x b y  C h a m b l i s s ,  w h o ' l l  

a v o i d e d  s e r v i c e  i n  V i e t n a m  w i t h  a  ‘m e d i ­

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

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

t h a n  C l c l a n d .  W h i l e  m a n y  i n  G e o r g i a  

e x p e c t e d  a  b i g  w i n  b y  C l c l a n d ,  t h ec o - a u t h o r  o f  t h e  r e p o r t , ”  ( " J o l r e d  o v e r  

E l e c t r o n i c  V o t i n g , "  b y  B r i g i d  S c h u l l t e ,  c o m p u t e r i z e d Y o t l n g i n a c h i n c s s a i d t h . i t  

W ashington P ost, 8 / 11/ 2 0 0 3 , a l s o  a v a i l a b l e  C h a i p b l i s s  h a d  w o n . ” H a r t m a n n  p o i n t s  

o n l i n c a t c o m m o n d r e a i n s . o r g )  . ;  • '  ' o u t  t h a t  “ b e t w e e n  t h e m ,  H a g e l  a n d  

M o s t  t r o u b l i n g  o f  a l l  i s  a n  a r t i c l e  ‘ • • ' •, . , . .  •
b y  T h o m  I l a r t m a n n  e n t i t l e d  " I f  y o u  .• ' C o n t i n u e d o n i h e n e x t ^

, j h i f a r n o i i i f  j i u t t c r f l y  b a l l o t ,  n i o r l  t h ' j  

t im f c s  B u s h ' s  ' m a r g i n  o f  v i c t o r y . 'Tt

'  '•'.-w a t r -G IT ,. in \ oLvn rTT R . 'A• LAn d  ^

P i  e , * \ \ ......... ^  ^ c l A ‘ . o c \
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