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(c) The president or vice president of each cooperative shall
make and annex to the articles an affidavit stating tlia. me pro-
visions of this section regarding the articles were complied with

by the coop/erative. (8 18(2) ch 93 SLA 1959)
) r

Sec. 10.25.260. ’Consolidation. Two or more cooperatives, here-
inafter designated "consolidating cooperative” may consolidate
into a new cooperative, hereinafter designated the “new coopera-
tive,” by complying with the following requirements.

and the proposed articles of

consolidation, witli any amendments..am.imnroved by the aflirma-

pr each

consoMgtli.g. ojy'~ative voting on them, articles of consolida-

tion in :iie form approved shall be executed and acknowledged

on behalf of each consolidating cooperative by its president or

vice president and its seal shall be affixed and attested by its
secretary. (8 17(1) (2) ch 93 SLA 1959)

Sec. 10.25.270. Contents of articles of consolidation, (a) The
articles of consolidation shall recite that they are executed pur-
suant to this chapter and shall stale

(1) the name of each consolidating cooperative and the ad-
dress of its principal office;

(2) the name of the new cooperative and the address of its
principal office;

(3) a statement that each consolidating cooperative agrees to
the consolidation;

(4) the names and addresses of the directors of the new coop-
erative ;

(5) the terms and conditions of the consolidation and the man-
ner of carrying it into effect, including the manner in which mem-
bers of the consolidating cooperatives may or shall become mem-
bers of the new cooperative.

(li) The articles of cons lidation may contain provisions not
inconsistent with this chapter which arc considered necessary or
advisable for the conduct of the business of the new cooperative.

(c) The president or vice president of each consolidating coop-
erative executing the articles of consolidation shall make and an-
nex to the articles an affidavit stating that the provisions of this
section regarding the articles were complied with by the coop-
erative. (8§ 17(2) ch 98 SLA 1959)
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Sec- 10.25.2S0. Effect of consolidation or merger, (a) In the
case of Nconsolidation the existence of the consolidating coopera-
tives ceases and the articles ot' consolidation are the articles of
incorporation of the new cooperative. In the case of a merger the
separate existence of the merging cooperatives ceases and the ar-

i tides of incorporation of the surviving cooperative are amended
to tha extent that changes are provided for in the articles of
merger.

(b) The rights, privileges, immunities and franchises, and all
real and personal property including, without limitation, appli-
cations for membership, all debts due on whatever account and
all other choses in action, of the consolidating or merging coop-
eratives are transferred to and vested in the new consolidated or
surviving cooperative without further act or deed.

(c) The new consolidated or surviving cooperative is responsi-
ble and liable for the liabilities and obligations of each of the
consolidating or merging cooperatives and a claim existing or ac-
ion or proceeding ponding by or against the consolidating or

j ymerging cooperatives may be prosecuted as if the consolidation
r merger had not taken place, but the new consolidated or sur-
; Vvivir.g cooperative may bn substituted in its place.

(d> Neither the rights of creditors nor liens upon the prop-
erty of the cooperatives is impaired by ihe consolidation or
merger. (8 li) ch 95 SLA 1959)

Sec. 30.25.290. Conversion of existing corporation. A corpora-
tion organized under the laws of the slate and supplying or hav-
ing the corporate power to supply electric energy, or to furnish
telephone service, may be converted into a cooperative by com-
plying with the following requirements and thereupon becomes
subject to this chapter as if originally organized under this chap-

h ter.
(1) The proposition for the conversion of the corporation into
a cooperative and proposed articles of conversion shall he sub-
milted to a meeting of the members or stockholders of the cor-,
rt porati-on, or in case ol' a corporation having no members or stock-
holders, to meeting ol the incorporators of the corporation. The
notice; of the meeting shall have attached to it a copy of'the pro-
posed articles of conversion.

(2) Jv Ihe proposition for the conversion of the corporation in-

T toa cooperative and Uu: proposed articles of conversion, with any
amendments, are approver] i*y the .Tllinnativo vote of not less than
two-fbirds of those members of the corporation voting >n them

£l or, if the corporation is & slock corporation, by the affirmative

I vole 0f the holders of riot less than two-thirds of those shares of

jli the capital stock of the corporation represented at the mooting

M and voting on thorn, or, in ihe case of a corporation having no

==
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members and no shares oi its capital stock outstanding, by the
affirmative vote of not Jess than two-thirds of its incorporators,
articles of conversion in the form approved shall be executed and
acknowledged 0l behalf of the corporation by its president or
vice president and its seal shall be affixed and attested by its sec-
retary. (s 20(1) (2) ch 03 SLA 1950)

Sec. 10.25.300. Contents of articles of conversion, (a) The ar-
ticles of conversion shall recite that tlicv arc executed under thb
chapter and shall state

(1) the name of the corporation and the address of its princi-
pal office prior to its conversion into a cooperative;

(2) the statute or statutes under which it was organized;

(3) a statement that the corporation elects to become a coop-
erative, nonprofit, membership corporation subject to tin; chap-
ter;

(4) its name as a cooperative;

(5) the address of the principal office of the cooperative;

(0) the names . addresses ov the directors of the coopera-
tive *
(71 tht m in which members, stockholders or incorpora-

tors of <ho corporation are to become members of the cooperative.

(b) The- articles of conversion may contain provisions not in-
consistent with this chapter considered necessary or advisable for
flic conduct of the business of the cooperative.

(c) The president or vice president executing the articles of
conversion shall make and annex to il an affidavit stating that
lhe provisions of this section were complied with regarding the
articles. The articles of conversion arc the articles of incorpora-
tion of the cooperative. (§ 20(2) ch 98 SLA 1959)

Article 3. Dissolution.

Section Section
a10. Dissolution ,'\f cooperative whir 010. Notice to creditors

hie: not commenced business 350. Termination of coo'/crativc r.f-
320. Dissolution of cooperative which fairs

has commenced busin . 3110. Contents of aitides of clissolu-
330. Effect of certificate of dissolution tioii

See. 10.25.310. Dissolution of cooperative which has not com-
menced business. A cooperative which has not commenced busi-
ness may be dissolved by delivering articles of dissolution to the
commissioner. A majority of the incorporators shall execute and
acknowledge articles of dissolution on behalf of the cooperative.
The articles shall state

(1) the name of the cooperative;

(2) the address of its principal office;

(") that the cooperative has not commenced business;
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its debts, obligations and liabilities, other than those to patrons
arising by reason of their patronage, the directors shall distribute
remaining sums, first, to patrons for the pro rata return of all
amounts standing to their credit by reason of their patronage, and
second, to members for the pro rata repayment of membership
fees. Sums then remaining shall be distributed among its members
and former members in proportion to their patronage, except to
the extent participation in {1>e distribution has been legally waived.
The board of directors si: thereupon authorize the execution of
articles of dissolution. The president or vice president shall execute
and acknowledge articles of dissolution on behalf of the coopera-
tive and the secretary shall affix and attest to the seal. (8§ 21(2)
eh 93 SLA 1959)

Sec. 10.25.360. Contents of articles of dissolution, (a) The arti-
cles of dissolution shall recite that they are executed under this
chapter and shall state

(1) tiie name of the cooperative;

(2) the address of its principal office;

(13) the date on which the certificate of election, to dissolve was
filed by the commissioner;

(4) that there are no actions or suits against the cooperative;

(5) that ail debts, obligations and liabilities of the cooperative
have been paid and discharged or that adequate provisions has
been made for them;

(G) that the provisions of 88 320—3G0 of this chapter have
been complied with.

(b) The president or vicc president executing the articles of dis-
solution shall make and annex to the articles an affidavit stating
that the statements contained in the articles are true. (§ 21 (2)
-h 93 SLA 1959)

Article 1 Miscellaneous Provisions.

Section Section

370. Filing of nrticlcs 470. Change of registered office or

380. Nonprofit operation registered agent

300. Disposition of propciv to secure 480. Execution and filing of sU;c-
indebtcdness ment

400. Limitations on disposition of nil 400. Itesignatioi of registered agent
the property f>0U Service of process on cooperative

410. Nonliability of members for 510. Manner of service on cotnmis-
debts t. cooperative sioncr

420. ElFcct recordation of mort- 520. Other means of service not af-
gag.,'8 fcected

430. Validity of mortgage under Itu- 530. Fees
nil Electrification Act of 1930 540. Taxation of cooperatives

410. Construction standards 550. Amount of gross revenue tax

450. Directors, officers or members ¢ 5(10. Manner of computing gross rev*
notaries enue

4G0. Registered office and r.gistcml 570. Refund of gross revenue tax to
agent. local taxing authorities
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Scollon Section
5S0. Inventory and fixtures subject to  000. Correction of defectively or-
tnxation ganizeil cooperatives

500. Connection and interconnection
of facilities

Sec. 10.25.370. Filing: of articles. Articles of incorporation,
amendment, consolidation, merger, conversion, or dissolution, when
executed and acknowledged and accompanied by the affidavits re-
quired by this clwpter, shall be presented to the commissioner for
filing. If the commissioner finds that the articles presented con-
form to the requirements of this chapter, he shall, upon the pay-
ment of the foes provided in this chapter, ffie the articles in the
records of his office. Upon filing, the incorporation, amendment,
consolidation, merger, conversion, or dissolution provided for is in
effect. This section also applies to certificates of election to dis-
solve and affidavits executed under 320—360 of this chapter. (§
22 ch 93 SLA 1959)

See. 10.25.3S0. Nonprofit operation. A cooperative shall be op-
erated on a nonprofit basis for the mutual benefit of its members
and patrons. The bylaws of a cooperative or its contracts with
members and patrons shall contain such provisions relating to the
disposition of revenues and receipts as may bo necessary and ap-
propriate to establish and maintain its nonprofit and cooperative
character. (8§ 23 cii 93 SLA 1959)

Sec. 10.25.390. Disposition of properly to secure indebtedness.
The board of directors of a cooperative may, without authoriza-
tion by the members of the cooperative, authorize the execution
and delivery of mortgages or deeds of trust of, or the pledging or
encumbering of, the property, assets, rights, privileges, licenses,
franchises and permits of the cooperative, whether acquired or to
be acquit ed, and wherever situated, as well as the revenues there-
from, upon the terms and conditions the board of directors deter-
mines, to secure in indebtedness of the cooperative to the United
States of America or an agency or instrumentality of it. (§8 24(1)
ch 93 SLA 1959)

Sce. 10.25.400. Limitations on disposition of all the property. A
cdoperative may not oMonvise sell, mortgage, lease or dispose of
or encumber all <va substantial portion of its property unless the

ansaction is authorized by the affirmative vote of hot less than
a majority of all the members of the cooperative. However, not-
withstanding a provision of this chapter or any other provision of
If-w, the board of directors may, upon the authorization of a major-
ity of those members of the cooperative present at a meeting of
the members, sell louse or otherwise dispose of all or a substan-
tial portion of its property to another cooperative or to the holder
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of an evidence of indebtedness issued to the United States of
America or an agency or instrumentality of.it. (§ *24(2) ch 93
SLA 1959)

Sec. 10.25.410. Nonliability of members for debts of cooperative.
No member is liable or responsible for any debts of the cooperative
and the property of the members is not subject to execution there-
for. (8§25 ch 93 SLA 1959)

Sec. 10.25.420. Effect of recordation of mortgages. A mortgage,
deed of trust, or other instrument executed by a cooperative, which
affects real and personal property and which is recorded in the
real properly records in the city, borough or other i-ccording dis-
tricts in which the property is located or is to be located has the
same effect & if . jcordod, filed or indexed as provided by law in
the proper office in llie city, borough or other recording district
as a mortgage of personal property. All after-acquired property
of lhe cooperative described or referred to as being mortgaged
or pledged in a mortgage, deed of trust or other instrument is sub-
ject to tin "V 1 :.eof immediately upon the acquisition of such
property by cooperative, whether or not the property was in
existence nr the- time of the execution of Umn mortgage, deed of
trust or other instrument. Recordation of such mortgage, deed of
trust, or other instrument constitutes notice and has the same ef-
fect with respect to after-acquired property as it has under the
laws relating to recordation of property owned by the cooperative
at the time of the execution of the mortgage, deed of trust or
other instrument and described in it or referred to as being r.ion-
gaged or pledged thereby. The lien of such mortgage, deed of trust
or other instrument, upon persona! property after its recordation
continues for the period of time specified in the instrument with-
out. refiling or the tiling of a renewal certificate, affidavit or other
supplemental information required by the laws relating to the re-
newal, maintenance or extension of hens upon personal property.
(8 2Gch 93 SLA 1959)

Sec. 10.25.130. Validity of mortgage under Rural Electrifica-
tion Act of 1930. A mortgage made by a cooperative organized un-
der this chapter to the United States of America, or an agency or
instrumentality of it, to secure indebtedness incurred under the
Rural Electriffeatiou / ! of 1930, as amended, is not void as against
creditors of the mortgagor and subsequent purchaser.*! and encum-
brancers of the property in good faith for value because the mort-
gage is not accompanied by an affidavit of the parlies to it, or an
affidavit of the agent or attorney in fact of a party to it, that the
mortgage is made in good faith to secure the amount named, and
without a design to hinder, delay or defraud creditors. A mort-
gage made by a cooperative organized under this chapter to tins
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United Stales of America, or an agency or instrumentality of it
to secure indebtedness incurred under the Rural Electrification Act
of 1936, as amended, need not set forth the date upon which the
indebtedness secured by it becomes due. (§ 26 ch 93 SLA 1959)

Sec. 10.25.440. Construction standards. Construction of electric
lines and facilities, or telephone linos and facilities, by a coopera-
tive shall, as a minimum requirement, comply with the standards
of the National Electrical Safety Code i.) effect at the time of con-
struction. (8 2i ch 93 SLA 1959)

See. 10.25.150. Directors, officers or members as notaries. No
person authorized to tak- acknowledgments under the laws of this
state is disqualified from taking acknowledgments of instruments
to which a cooperative is a party because lie is an officer, director
or member of the cooperative. (§ 28 ch 93 SLA 1959)

Sec. 10.25.460. Registered office and registered agent. Each co-
operative shall have and continuously maintain in the state

(1) a registered office which may be, but need not bo, the same
as the location of the principal office;

(2) a registered agent who is an individual resident in the state
aiul whose business office is identical with the registered office. (8
9.0 ch 03 SLA 1959)

Sec. 10.25.470. Change of registered office or registered agent.
A cooperative may change its registered office or change its reg-
istered agent, or both, upon filing in the office of the commissioner
a statement setting forth

(1) ihe name of the cooperative;

(2) the address of its registered office;

(3) if the address of its registered office is changed. Iho address
of the new registered office;

(4) the name of the registered agent;

(5) if its registered agent is changed, the name of iis new reg-
istered agent;

(G) that the address of its registered office and the address of
the business office and its registered agent, as changed, will be
identical;

(7) that such change was authorized by resolution adopied by
its board of directors. (8 30 «4i 93 SLA 1959)

See. KV25.4R0. Execution and tiling of statement. The statement
of chan; of office or agent shall be executed by the cooperative
by its j * - dent or vice president, verified by him, and directed to
tho com. . fiimer. If the commissioner finds that the statement
conforms . this chapter, ho shall file it in bis office. Upon the til-
ing, the change of address of the registered office and the appoint-
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ment of the registered agent, or both, as the case may be, is effee
live. (8 30 ch 93 SLA 1959)

Sec. 10.25.190. Resignation of registered agent. A registered
agent of a cooperative may resign by filing a written notice of res-
ignation, executed in duplicate, with the commissioner. The com-
missioner shall immediately mail a copy of it to the cooperative at
its registered ofiice. The appointment of the agent terminates 30
days after receipt of the notice by the commissioner. (§ 30 ch 93
SLA 1959)

Sec. 10.25.500. Service of process on cooperative, (a) The regis-
tered agent of a cooperative is an agent of the cooperative upon
whom process, notice or demand required or permitted by law to
be served upon the cooperative may be served.

(b) When a cooperative fails to appoint or maintain a registered
agent in the state, or when its registered agent, cannot with reason-
able diligence be found at the registered ofiice, then the commis-
sioner is an agent cf the cooperative upon whom process, notice
ordemand ir.r.ybe served. (§ 31 ch 93 SLA 1959)

Sec. 10.25.519. Manner of service cm commissioner, (a) Service
on the commissioner is made by delivering to and leaving with
him, or with a clerk having charge of the corporation department
of his ofiice, duplicate copies of the process, notice or demand. The
commissioner shall immediately have one copy forwarded by reg-
istered mail, addressed to the cooperative at its registered ofiice.
Service on the commissioner is returnable in not less than 30 days.

(b) The commissioner shall keep a record of each process, no-
tice and demand served upon him under this section, and shall re-
cord the time of service and his action with reference to it. (§ 31
ch 93 SLA 1959)

Sec. 10.25.520. Other means of service not affected. Nothing in
8§ 500 and 510 of this chapter limits or affects the right to serve
process, notice or demand required or permitted by law to be served
on a cooperative in any oilier manner permitted by law. (§ 31 ch
93 SLA 1959)

Sec. 10.25.530. Fees. The commissioner shall charge and collect

(1) filing articles of incorp. ration, S10;

(2) filing articles of amendment, $5;

(38) filing articles of consolidation or merger, $5;

(4) filing articles of conversion, $10;

(5) filing certificate of election to dissolve, $1;

(G) filing articles of dissolution, $5;

(7) filing certificate of change of principal ofiice and designs-
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tticAWiir change of registered ofiice and registered agent, Si. (§ 32
cli “VI,SI.A 1959)

" * Gee. 19.25.510. Taxation of cooperatives. Cooperatives under
this chapter shall apply for a business license anil pay the initial
license fee as provided by the Alaska Business License Aei (AS
«1S.70), as amended, Before March 1, 19(51, and before March 1 of
each year thereafter, each cooperative shall pay to the stale, in-
stead of state and local ad valorem, income and excise taxes which
may ibe assessed or levied on or after January 1, i?G0, a percentage
of its gross revenue earned during the preceding calendar year.
(833 ch 93 SLA 1.959; am § 1cli GGSLA 1960)

See. 10.25.530. Amount of gross revenue lax. The gross rev-
enue tax shall be computed as follows:

(1) one per cent o5t gross revenue for cooperatives which have
furnished electric energy and power, or telephone service, to con-
sumers for less tliau five years as of December 31 of the preced-
ing calendar year;

(2) two per cent of gross revenue for cooperatives which have
furnished electric energy mid power, or telephone service, to con-
sume)*!-; for five years or longer as of December 31 of the preced-
ing calendar year. (8 33 ch 93 SLA 1959; am § 1 ch (G SLA J.9G0)

Sec. 10.25.5G9. Manner of computing gross revenue. For the pur-
pose of computing gross revenue, an electric coope ;ative shall in-
clude only that revenue which has been derived from electric
energy which it distributes to its consumers. It shall not include
revenue derived from (lie sale or transmission of electric energy
and power to, or on behalf of, another distributor. Gross revenue
of u telephone cooperative includes all revenues earned from local
av.d toll services. (§ 33 cli )3SLA 1959)

Sec. 10.25.570. Refund of gross revenue tax to local taxing au-
thorities. The proceeds of the gross revenue tax, less the amount
expanded by the state in its collection, shall be refunded to the
local taxing authorities by action of the legislature, in the propor-
tion Lbat the revenue was earned within the geographical areas of
the taxing authorities. However, taxes collected on gross revenue
c-avncd outside a local taxing authority shall be retained by the
state ami deposited into its general fund. (8 33 cli 93 SLA 3959)

Sec. 10.25.580. Inventory and fixtures subject to taxation. The
inventory and fixtures of a business operated by a cooperative in-
cidental to the furnishing of central station electric, service, includ-
ing, witho' t li:nitatii :i, appliance stores or departments; is not
.exempt from ad valorem taxes. The inventory and accounts of iliese
businesses shall he separately maintained and taxes shall be paid
upon them as provided by law. (§ 33 ch 93 SLA 1959)
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Sec. 10.25.500, Connection nml interconnection of facilities. A
telephone cooperative organized or doing business under this chap-
ter, hereafter designated as applicant, may require a person fur-
nishing telephone service to the public in the state, hereafter des
ignated as company, to interconnect its lines, facilities or systems
with, or otherwise make available the lines, facilities cr systems
to, the applicant’s telephone lines, facilities or systems, in oixie"
to provide a continuous line of communication for the applicant’s
subscribers. If the company and the applicant are unable to agree
upon the terms and conditions of interconnection, including com-
pensation, the superior court shall, upon petition of the parties, or
either of them, establish the terms and conditions. The terms and
conditions shall be reasonable and non'discriruiriatory. (8§ 34 ch 93
SLA 1959)

Sec. 10.25.G90. Correction of defectively organized cooperatives.
If a cooperative has filed defective articles of incorporation, or lias
failed to do all things necessary to perfect its corporate organiza-
tion, it may tile corrected articles of incorporation, or amend the
original articles, and do and perform all acts and things necessary
for the correction of the defects. The action so taken is valid and
binding upon 1persons concerned. The capacity of the coopera-
tive to file & .ccted articles of incorporation or amendments to
the original articles, or to do and perform all acts a'.id things noe-_.
essury. rr.-y not be questioned. (§ 37 ch 93 SLA 1950)

Article 5. General Provisions.

Section Section
CIO. Purpose GoO. Construction of chapter
620. Chapterextended to existing C40. Definition.}

cooperatives 650. Short title

Sec. 10.25.610, Purpose. Cooperative, nonprofit, membership cor-
porations may be organized under this chapter for the purpose of
supplying electric energy or telephone service and promoting and
extending the use of Ihc3e services. (8 2 cli 93 SLA 1959)

Sec. 10.25.020. Chapter extended to existing cooperatives. This
chapter applies to all nonprofit cooperatives organized under any
other law of the slate for the purpose of supplying electric energy
and power, or telephone service, to its members, or for the purpose
of promoting and extending the use of electric energy and power,
or telephone service. These cooperatives are subject to this chap-
ter as if originally organized under it. (§8 JGch 93 SLA 1959)

Sec. 10.25.G30. Construction of chapter. This chapter is complete
in itself and is controlling. The provisions of any other law of the
state relsting to the organization of a corporation, except as p»o-
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.vlcJed'T?, this chapter, do not apply to a cooperative organized un-
der* this chapter. The enumeration of an object, purpose, pov \
enianue:* method or thing does not exclude like or similar objev

purposes, powers, manners, methods or things. (§ 35 ch 93 SL.-.

Sec. 10.25.G-10. Definitions. As used in tbit ;hnpter

(1) “commissioner” means the commissioner of commerce;

(2) *“cooperative” means a corporation organized under this
chapter or which becomes subject to this chapter in the manner
provided in tI  .'haptenl

(3) “per - v\eans a natural person, lirnv, association, corpora-
tion, bnsitu, trust, partnership, federal agency, state or political
subdivision, or an agency of the state or political subdivision, or
a body politic;

(i) “telephone service” means communication service whcr
voice communication through the use of electricity is the prir.ci
intended use, and includes all telephone lines, facilities or system
used in the rendition of this service. (§ 3 ch 93 SLA 1959; am
10rh 64 SLA 1959;am 8 2ch 1 SLA 1961)

Sec. 10.25.650. Short title. This chapter may bn cited as the
Electric and Telephone Cooperative Act. /8§ 1 ch 93 SLA 1959)

Chapter 30. Cemetery Associations.

Siclion Section
10. Folinutiou of cemetery associa- 70. Creation of irreducible fund
tion SO. Disposition of income front cem-
20. Record! etery land
*30 MIVoct of tiling 00. Debts of association
40. Succession ami powers of trus- 100. Transfer of burial lots
tees 110. Saio of unsuitable lands
00. Bylaws 120. Purpose of sale by lots, and ex-
00. Rowvr to acquire nml dispose of emptions

lands, and exemption from ex- JT0. PInils of grounds and Iots
ecution, taxation mid public 140. Maintenance of cemetery laud
appropriation 150. Annual financial statement

Sec. 10.30.ftl0. Form;*,lion of cemetery association. Five or more
persons who are resident: of the saw; recording district may form
themselves into a cemetery association, and elect at least three of
their members to servo as trustees, and one member as clerk, 'i'he
trustees and the clerk hold ollicc at the pleasure of the association.
03 86-5-1 A OF,A 19-19)

Am. Jtir. soul C.J.S. referencel*.—

) Am. .lur., Cemeteries, 885, 10, li).
J1 C..I.S. Cemeteries 8§ 5 to 14,

«
Fee. 10.30.020. Itecords. 'I'he clerk shall Keep a record of the
I'iv.,;eedings of Hie meetings of the association, certify to and file
<dr. copy of the record together with the name of the association

¥9% mm
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Tom Staudenmaier

* Director of the Board
Matanuska Electric Association
P. 0. Box 8890
Anchorage, Alaska 99508

IMMEDIATE NEWS RELEASE
November 18, 1982

The Honorable Senator William Proxmire
United States Senate
Washington, D. C. 20510

Dear Senator Proxmire:

I speak for a group of Matanus:ka Electric Association, Chugach
Electric Association and Homer Electric Association members, request—
ing your 1immediate assistance 1in plugging a rat- hole, at least
temporarily, which tens of millions of Federal dollars have already
slid down.

The Chugach Electric Association, a Rural Electric Association
electric utility located in Anchorage, Alaska requested, as of
November 12, 1982 yet another Federal loan for $37.7million dollars
to cover missive cost overruns. Oneyear ago, Chugach Electric
received $41 million dollars from the Rural Electric Association.
That loan too was for the purpose ofpaying for cost overruns or,
the same project that was started 1976 and was to be completed 1in

1979. Chugach Electric Association, Matanuska Electric Association and
Homer Electric Association are in deep financial trouble. The reason
is the high salaries, mismanagement and duplicity in their work. The

former General Manager of Chugach Electric, Bud Schu.ltz, was paid
$145,000 (plus a retirement fee of $400,000 in cash) for wages, plus
32% fringe benefits which totals $191,400 per year. The Manager of
Matanuska Electric Association, Jim Palin, draws $73,000 plus 40%
fringe benefits, which totals $102,000 per year. Homer Electric
Association is just as bad. Chugach Electric for the most part
generates the bulk of the electric power An southcentral Alaska.
Matanuska Electric Association buys 90% of its power needs from
Chugach Electric. Ten percent is bought from the Eklutna Power
Authority. Homer Electric Co-op buys 100% of their power needs

from Chugach Electric Association.

There are less than 100,000 monthly bill inf members buying
electric power from Chugach Electric, Matanuska Electric, Homer
Electric and the Municipal Light & Power Co. Between the four
utilities in southcentral Alaska, there are approximately 525
bureaucrats, plus four complete management organizations where one
could do the job.



Senator William Proxmire Vage 2 November 18, 1982

Chugach Electric Association has been involved in a major
management scandal, touching on salaries, benefits and contracts
written under questionable authority. Chugach reports a 100% cost
overrun on a power development project at the Beluga Field near
Anchorage. As customers we are forced to pay these outrageous costs.

Senator Proxmire, 1°m asking for your help in the following
areas:

1. Stop the REA from any further action on Chugach Electric
Associations $37.7 million dollar loan for cost overruns until
there is a complete audit.

2. Request a complete audit of REA by the GAO, to determine
the following:

a. Propriety of the entire Beluga Project including
salaries, contracts let on competitive bid, cable
laying operations and vessels hired to do the work.

b. Was the 1977 Foreign Corrupt Business Practices
Act violated in the purchase of generators and the
cable laying operations from a foreign country?

c. Were <contracts letunder Federal guide lines for
competitive bid? Were contractors who were involved
in the construction projects for Chugach Electric
owned by any Chugach employees?

d. What justifies the 100% cost overruns?

e. What savings would there be if three REA Co-ops,
along with the Municipal Light and Power were merged
into one management organization with three divisions.

a) division of generation, b) division of
transmission and distribution, and, c¢)
division of administration.

f. How many times have major line items been shifted in
Chugach Electric, Homer Electric and Matanuska Electric?
And, do these shifts indicate budget fraud? Example:
Matanuska Electric Association. I, as an elected Board
Member refused to sign a waiver for borrowing $1,646,000
this past August 1982. James F. Palin, Manager of Matan-—
uska Electric Association stated at the time this money
was being borrowed for a new headquarters building in
Palmer, Alaska. The Board now has the intention of using
this money for other projects besides building this un—
necessary building. Is this obtaining Federal money under
false pretenses?
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g. Attorney Roger Kemppel represents the three above
mentioned utilities the same time. Is this a conflict
of interest?

My concern is to stop the flow of millions of dollars of
Federal funds which flows through the Chugach Electric Association,
which we the customer members must eventually pay. There are many
people who would be more than happy to talk to GAO investigators
in Alaska in order to"get to the bottom of this case.

In .closing | would like to say that if there are any violations
of Federal laws then that information should be turned over to the

Federal Grand Jury for prosecution of the individuals who are in—
volved in this scandal.

An early reply would be deeply appreciated.

Sincerely,

of the Board, Matanuska
Electric Association

TS/ijb
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December 13, 1982

The Honorable Senator Ted Stevens
United States Senate fv
Washington, D. C. 20510 [ |

Dear Senator Stevens:

I speak for a group of Matanuska Electric Association, Chugach
Electric Association and Homer Electric Association members, request—
ing your immediate assistance 1in plugging a rat hole, at least
temporarily, which tens of millions of Federal dollars have already
slid down.

%

The Chugach Electric Association, a Rural Electric Association
electric utility located in Anchorage, Alaska requested, as of
November 12, 1982 yet another Federal loan for $37.7 million dollars
to cover massive cost overruns. Oneyear ago, Chugach Electric
received $41 million dollars from the Rural Electric Association.

That loan too was for the purpose of paying for costoverruns on

the same project that was started in 1976 and was to je completed 1in
1979. Chugach Electric Association, Matanuska Electric Association
and Homer Electric Association are in deep financial trouble. The
reason is the high salaries, mismanagement and duplicity in their work.
The former General Manager of Chugach Electric, Bud Schultz, was paid
$145,000 (plus a retirement fee of $400,000 in cash) for wages, plus
32% fringe benefits which totals $191,400 per year. The Manager of
Matanuska Electric Association, Jim Palin, draws $73,000 plus 40%
fringe benefits, which totals $102,000 per year. Homer Electric
Association 1is just as bad. Chugach Electric for the most part
generates the bulk cf the electric power in southcentral Alaska.
Matanuska Electric Association buys 90% of its power needs from
Chugach Electric. Ten percent it: bought from the Eklutna Power
Authority. Homer Electric Co-op buys 100% of their power needs

from Chugach Electric Association.

There are less than 100,000 monthly billing members buying
electric power from Chugach Electric, Matanuska Electric, Homer
Electric and the Municipal Light 'k Power Co. Between the four
utilities in southcentral Alaska there are approximately 525
bureaucrats, plus four complete management organizations where one
could do the job.

thebest and brightest Ideas inergfcdng in Alaska!
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Chugach Electric Association has been involved in a major

1982

management scandal, touching on salaries, benefits and contracts
written under questionable authority. Chugach reports a 100%
overrun on a power development project at the Beluga Field near

Anchorage. As customers we are forced to pay these outrageous costs.

<

cost

Senator Stevens, I1°m asking for your help in the following

areas:

1. Stop the REA from any further action on Chugach Electric

Associations $37.7 million dollar loan for cost overruns until

there is a complete audit.

2. Request a complete audit of REA by the GAO, to determine

the following:

a. Propriety of the entire Beluga Project including
salaries, contracts let on competitive bid, cable
laying operations and vessels hired to do the work.

b. Was the 1977 Foreign Corrupt Business Practices
Act violated in the purchase of generators and the
cable laying operations fr.an a foreign country?

c. Were contracts let under Federal guide lines for
competitive bid? Were contractors who were involved
in the construction projects for Chugach Electric
owned by any Chugach employees?

Seven to ten million dollars in contracts were given

out without competitive bid by the manager of Chugach
Electric, Bud Schultz.

d. What justifies the 100% cost overruns?

e. What savings would there be if three REA Co-ops,

along with the Municipal Light & Power were merged into

onf management organization with three divisions.
a) division of generation, b) division of
transmission and distribution, and, c¢)
division of administration.

L How many times have major line items been shiTted

in

Chugach Electric, Homer Electric and Matanuska Electric?

And, do these shifts indicate budget fraud? Example:

Matanuska Electric Association. I, as an elected Board

Member refused to sign a waiver for borrowing $1,646,000
this past August 1982. James F. Palin, Manager of Matan-—

uska Electric Association stated at the time this money
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was being borrowed for a new headquarters building 1in
Primer, Alaska. The Board now has the intention of using
this money for other projects besides building this un—
necessary building." Is this obtaining Federal money under
false pretenses?

g- Attorney Roger Kemppel represents the three.above
mentioned utilities at the same time. Is this a conflict

of interest?

My concern 1is to stop the flow of millions of dollars of
Federal funds which flows through the Chugach Electric Association,
which we the customer members must eventually pay. There are many
people who would be more th?n happy to talk to GAO investigators
in Alaska in order to get to the bottom of this case.

In closing 1 would like to say that if there are any violations
of Federal laws then that information should be turned over to the
Federal Grand Jury for prosecution >f the individuals who are 1in—

volved 1in this scandal.

An early reply would be deeply appreciated.

Tom Staudenmaier, Director
of the Board, Matanuska
Electric Association

TS/ijb
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January 17, 1983

Mr. Tom Staudenmaier

Director of the Board
Matanuska Electric Association
P.0O. Box 1603

Eagle River, Alaska 99577

Dear Mr. Staudenmaier:

This 1is in further reference to our conversation with
Senator Stevens®™ Administrative Assis nt, Dennis Fradley,
about your visit to Washington and your interest in discussing
with a member of the staff your concerns about the use of
Federal funds by the Chugach Electric Association, the I-lomer
Electric Association and the Matanuska Electric Association.
This i1s also to acknowledge receipt of your letter about
this situation.

As Dennis advised you, Senator Stevens has been out of
town during the Congressional recess, so | was requested by
Dennis to meet with you when you came to Washington. [
understand from Rick Agnew of Congressman Young"s office
that you did discuss with him your belief in the need for a
GAO investigation of the financial practices of these elec—
tric associations. | was prepared to meet with you last
Monday, January 10th, and | do regret that we did not get
together. However, 1 will make sure that your letter about
this matter is brought to Senator Stevens®™ attention when he

returns to Washington.

Susan L. Arnold
Staff Assistant to
TED STEVENS
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February 2, 1983

Hr. Torn Staudenmaier
Post Office Box 1603
Eagle River, Alaska 99577

Gear Mr. Staudenmaier:

This 1is to follow up on the brief conversation you had with
Joseph Darnell on my Washington, D.C. staff about a possible GAO
study.

A GAO study of Chugach and the Rural Electrification Admini—
stration does not appear to be appropriate. It is my understanding
that Chugach Electric Association has recently undergone two
separate audits, one by REA and another for the Alaska Public
Utilities Commission. If you have concerns about Chugach®s
management, then they should be directed to the organizations
charged with overseeing Chugach.

With best wishes,



December 30, 1982

The Honorable Senator Frank Murkowski
United States Senate
Washington, D. C. 20510

Dear Senator Murkowski:

I speak for a group of Matanuska Electric Association,
Chugach Electric Association and Homer Electric Association
members, requesting your immediate assistance in plugging a rut
hole, at least temporarily, which tens of millions of Federal
dollars have already slid down.

The ChulL ich Electric Association, a Rural Electric Association
electric util uy located in Anchorage, Alaska requested, as of
November 12, 1432 yet another Federal loan for $37.7 million dollars
to cover massive cost overruns. One year ago, Chugach Electric
received $41 million dollars from the Rural Electric Association.
That loan too was for the purpose of paying for cost overruns on
the same project that was started in 1976 and was to be completed
in 1979. Chugach Electric Association, Matanuska Electric Associa-—
tion and Horner Electric Association are in deep financial trouble.
The reason 1is the high salaries, mismanagement and duplicity 1in their
work. The former General Manager of Chugach Electric, Bud Schultz,
was paid $145,000 (plus a retirement fee of $400,000 in cash) for
wages, plus 32% fringe benefits which totals $191,400 per year. The
Manager of Matanuska Electric Association, Jim Palin, draws $73,000
plus 40% fringe benefits, which totals $102,000 per year. Homer
Electric Association 1is .just as bad. Chugach Electric for the most
part generates the bulk of the electric power 1in southcentral Alaska.
Matanuska Electric Association buys 90% of ;L-power needs from
Chugach Electric. Ten percent is bought fn. the Eklutna Power
Authority. Homer Electric Co-op buys 100% of their power needs
from Chugach Electric Association.

There are less than 100,000 monthly billing members buying
electric power from Chugach Electric, Matanuska Electric, Homer
Electric and the Municipal Light & Power Co. Between the four
utilities in southcentral Alaska, there are approximately 525
bureaucrats, plus four complete management organizations where
one could do the job.

1V the best and brightest Ideas energizing in Alaska!
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Chugach Electric Association has been 1involved in a major

management scandal, touching on salaries, benefits and contracts
written under questionable authority. Chugach reports a 100%

cost

near Anchorage.

costs

areas

overrun on a power development project at the Beluga Field

Senator Murkowski, 1*m asking for your help in the following

1. Stop the REA from any further action on Chugach Electric

Associations $37.7 million dollar loan for cost overruns until

there

is a complete audit.

2. Request a complete audit of REA by the GAO, to determine

the following:

a. Propriety of the entire Beluga Project, 1including
salaries, contracts let o;i competitive bid, cable
laying operations and vessels hired to do the work.

b. Was the 1977 Foreign Corrupt Business Practices
Act violated in the purchase of generators and the
cable laying operations from a foreign country?

c. Were contracts letunder Federal guide lines for
competitive bid? Were contractors who were involved
in the construction projects for Chugach Electric
owned by any Chugach employees?

Seven to ten million dollars in contracts were
given out without competitive bid by the Manager of
Chugach Electric, Bud Schultz.

d. What justifies the 100% cost overruns?

e. What savings would there be if three REA Co-ops,
along with the Municipal Light & Power were merged
into one management organization with three divisions?

a) division of generation, b) divisi-.i of
transmission and distribution, and, c¢)
division of administration.

f. How many times have major line 1items been shifted in
Chugach Electric, Homer Electric and Matanuska Electric?
And, do these shifts indicate budget fraud? Example:
Matanuska Electric Association. I, as an elected Board
Member refused to sign a waiver for borrowing $1,646,000
this past August 1982. James F. Palin, Manager of Matan—
uska. Electric Association stated at the time this money

As customers we are forced to pay these outrageous
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was being borrowed for a new headquarters building in
Palmer, Alaska. The Board now has the intention of using
this money for other projects besides building this un-—
necessary building. Is this obtaining Federal money under
false pretenses?

g. Attorney Roger Kemppel represents the three above
mentioned utilities at the same time. Is this a conflict
of interest?

My concern is to stop the flow of millions of dollars of
Federal funds which flows through the Chugach Electric Association,
which we the customer members must eventually pay. There are many
people who would be more than happy to talk to GAO 1investigators
in Alaska in order to get to the bottom of this case.

In closing | would like to say that if there are any violations
of Federal laws then that information should be turned over to the

Federal Grand Jury for prosecution of the individuals who are
involved 1in this scandal.

An early reply would be deeply appreciated.

Sincerely,

Tom Staudenmaier, Director
of the Board, Matanuska
Electric Association

TS/ijb
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February 1, 1983

Mr. Tom Staudenmaier
P. C. Box 408
Eagle River, Alaska 99577

Dear Mr. Staudenmaier:

Thank you for contacting my office requestina that I
initiate a General Accounting Office (GAO) investigation
into the activities of Chugach Electric.

In light of the fact that the REA has recently completed
a complete audit of Chugach, along with the fact that a private
management audit completed at the request of the Alaska Public
Utilities Commission has also recently been completed, |1 do
not believe the disruption and expense associated with a GAO
investigation is warranted at this tine.

| appreciate your contacting my office about this matter.
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February 7, 1983

Mr. Tom Staudenmaier
P.0O. Box 1603
Eagle River, AK 99577

Dear Mr. Staudenmaier:

I appreciated being informed of your efforts regarding
the proposed merger of Alaskan electrical co-ops ami tne
suggested audits of R.E.A. and Chugach Electric Association.

After reviewing the materials you sent and the investigative
work prepared by staff, | have concluded that there is not
a justifiable basis at this time to request an audit of R.E.A.
by the General Accounting Office. Many of the questions you
have raised regarding management practices have been answered
by internal audits and audits conducted by R.E.A. and the
Aiaska Public Utilities Commission. In the case of Chugach
Electric Association, changes were recommended and adopted by
the Association. Allegations of serious wrong-doing were not
substantiated.

I hope that this information is useful to you. Again, |1
appreciated hearing from you regarding these matters and
will keep your concerns in mind. In the meantime, 1if you have
any further comments or questions regarding this matter,
please contact me.

Congressn ska

DY:ra



March 30, 1983
%
%

Charles A. Bowsher
Comptroller General /w- .

. U. 3. General Accounting Office

Washington, D. C. 20510
Dear Mr. Bowsher:

| speak for a group of Matanuska Electric Association, Chugach
Electric Association and Homer Electric Association members, request—
ing your immediate assistance 1iu plugging a rat hole, at least
temporarily, which tens of millions of Federal dollars have already
slid down. *

The Chugach Electric Association, a Rural Electric Association
electric utility located in Anchorage, Alaska requested, as aJ?
November 12, <1982 yet another Federal loan for $37.7 million dollars
to cover massive cost overruns;. Oneyear ago, Chugach Electric
received $41 million dollars from the Rural Electric Association.
That loan too was for the purpose of paying for cost overruns; on
the same project that was started in 1976 and was to be completed in
1979. Chugach Electric Association, Matanuska Electric Association
and Homer Electric Association are in deep financial trouble. The
reason is the high salaries, mismanagement and duplicity in their work.
The former General Manager of Chugach Electric, Bud Schultz, was paid
$145,000 (plus a retirement fee of $400,000 in cash) for wige;->; plus
32% fringe benefits which totals $391,400 per year. The Manager of
Matanuska Electric Association., Jim Palin, draws $73,000 plus 40%
fringe benefits, which totals $102,000 per year. Homer Electric
Association 1is just as bad. Chugach Electric for the most part
generates the bulk of the electric power in southcentral Alaska.
Matanuska Electric Association buys 90% of its power needs fram
Chugach Electric. Ten percent 1is bought from the Eklutna Power
Authority. Homer Electric Co-op buys 100% of their power needs
from Chugach Electric Association.

There are less than 100,000 monthly billing members buying
electric power from Chugach Electric, Matanuska Electric, Homer
Electric and the Municipal Light. & Power Co. Between the four
utilities in southcentral Alaska, there are approximately 525
bureaucrats, plus four complete management organizations where one
could do the job.

the beistand brightest ideas eneiigtring InAlaska!
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Chugach Electric Association has been involved in a major
management scandal, touching on. salaries, benefits and contracts
written under questionable authority. Chugach reports a 100% cost
overrun on a power development project at the Beluga Field near
Anchorage. As customers we are forced to pay these outrageous costs.

Mr. Bowsher, 1*m asking for your help %Wn the following areas:
‘l

1. Stop the REA from any further action on Chugach Electric
Associations $37.7 million dollar loan for cost overruns until
there is ,i complete audit.

2. Request a complete audit of REA by the GAO, to determine
the following:

a. Propriety of the entire Beluga Project including
salaries, contracts let on competitive bid, cable
laying operations and vessels hired to do the work.

b. Was the 1977 Foreign Corrupt Business Practices
Act violated in the purchase of generators and the
cable laying operations from a foreign country?

c. Were contracts letunder Federal guide lines for
competitive bid? Were contractors who were involved
in the construction projects for Chugach Electric
owned by any Chugach employees?

Seven to ten million dollars in contracts were given
out without competitive bid by the manager of Chugach
Electric, Bud Schultz.

d. What justifies the 100% cost overruns?

e. What savings would there be if three REA Co-ops,
along with the Municipal Light and Power were merged
into one management organization with three divisions.

a) division of generation, b) division of
transmission and distribution, and, c)
division of administration.

f. How many times have major line items been shifted 1in
Chugach Electric, Homer Electric and Matanuska Electric?
And, do these shifts indicate budget fraud? Example:
Matanuska Electric Association. I, as an elected Board
Member refused to sign a waiver for borrowing $1,646,000
this past August 1982. James F. Palin, Manager of Matan-—
uska Electric Association stated at the time this money



Charles A. Bowsher v Page 3 Marcn ao, 1iyaa

was being borrowed for a new headquarters building in
Palmer, Alaska. The Board now has the intention of using
this money for other projects besides building this un—
necessary building. Is this obtaining Federal money under
false pretenses?

. % .

g. Attorney Roger Kemppel represents the three above *
mentioned utilities at the same tinme. Is this a conflict
of interest?

My concern is to stop the flow of millions of dollars of
Federal funds which flows through the Chugach Electric Association,
which we the customer members must eventually pay. There are many
people who would be more than happy to talk to GAO investigators
in Alaska in order to get to the bottom of this case.

In clcsing 1 would like to say that if there are any violations
of Federal laws then that information should be turned over to the
Federal Gracd Jury for prosecution of the individuals who are in—
volved in this scandal.

I originclly contacted Sen. William Proxmire regarding a full
GAO audit outside the REA. He in turn referred me to our State
Delegates - Stevens, Murkowski & Young.

I sent a request to our Delegates and met with them or their
Staff personally concerning this in January 1983 in Washington, D. C.
and their response was that they were not going to initiate a GAO

investigation. It appears that they are proud of the way Chugach
handles their business affairs and approve of the past practices of
massive cost overruns. Some of their close friends are the recipients

of the $9 million dollar contracts that went out without competitive
bid.

In light of the poor performance of our Alaska Congressional
Delegation, Sen. Proxmire referred me directly to the Anchorage
GAO office, Ronald D. Kelso, Site Coordinator.

An early reply would be deeply appreciated.

Sincerely,

Tom Btaudenmaier
Director of the Board
Matanuska Electric Association

TS/ijb



united States general accounting office

WASHINGTON, D.C. 20548

ACCOUNTING AND riNANCIAL. Control Number
management Dryiiiow

Mr. Tom Staudenmaier

Director of the Board
Matanuska Electric Association
Electric Merger Committee

P.0O. Box 1803

Eagle River, AK. 99577

Dear Mr. Staudenmaier:

Thank you for your letter regarding wrongdoing and/or
mismanagement 1in Federal programs.

We are evaluating the information you provided to determine
its ultimate disposition and have assigned it the above control
number.

If you have additional information regarding this matter,
you can send i1t to the Fraud Referral and Investigations Group at
the following address:

U. S. General Accounting Office

Fraud Referral and Investigations Grou
Room 6134

441 G Street, NW.

Washington, D. C. 20548

Additional 1information can also be furnished by using our
toll-free hotline. The number 1is 800-424-5454. Please call be—
tween 8:00 a.m. and 4:30 p.m. (Eastern time), Monday through
Friday, and one of my staff will assist you.

W_ien providing additional information, either by mail or
phone, it 1is important that you refer to the control number shown
in the upper right hand corner of this letter.

Your interest and concern are appreciated.

Sincerely yours

George C. Egan, Jr.
Associate Director
Fraud Prevention/Audit
Oversight Group



UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

HESOURCES. COMMUNITY.
AND ECONOMIC DEVELOPMENT

DIVISION May 5, 1983

Mr. Tom Staudenmaier

Director of the Board
Matanuska Electric Association
P.0. Box 1603

Eagle River, AK 99577

Dear Mr. Staudenmaier:

Your letter of March 30, 1983, which was referred to our
Division on April 22, 1983, requested a complete audit of the
Rural Electrification Administration (REA) activities relative
to the Matanuska, Chugach, and Homer Electric Associations.

The General Accounting Office 1is an agency in the legisla—
tive branch of the Government whose principal purposes are to
assure compliance by agencies of the executive branch with
Federal statutes governing the expenditure =>f public monies
appropriated by the Congress and to assist in improving the
effectiveness and efficiency with which Government programs are
administered. However, 1in the execution of these functions, our
reporting responsibility runs to the Congress as a whole, to
chairmen of committees and subcommittees, and to individual
Members of Congress who request that we undertake work.

The Department of Agriculture has primary responsibility
for assuring that REA activities are effectively administered.
One way the Department accomplishes this 1is through periodic
audits of REA by the Office of Inspector General. Accordingly,
we have referred your request for an audit to the Department®s
Office of Inspector General for its consideration.

Sincerely yours

Robert li. Alien, Jr.
Senior Group Director



United States Office of Washington,
ft) Department of Inspector D.C.
£/ Agriculture General 20250

Mr. Tom Staudenmaier

Director of the Board

Matanuska Electric Association MAY 2 4 1983
P.0. Box 1603

Eagle River, Alaska 99577

Dear Mr. Staudenmaier:

Your letter of March 30, 1983, to Charles A. Bowsher, GAO,
has been forwarded to our office.

We are checking into the alleged irregularities to see if
any violations have occurred. You will be notified of our

findings when we complete our review.

Sincerely,

LINDA C. MAGONE, Acting Chief
Complaint Analysis Branch



United States Ofiice of Washington,,
Department of Inspector D.C.
Agriculture General 20250

NOV 23 1933

Mr. Tom Staudenmaier

Executive Director

Staudenmaier Electric Merger Committee
P.0. Box 1603

Eagle River, Alaska 99577

Dear Mr. taudenmaier:

Your November 17 telegram to Secretary Block was referred to this office
for reply.

Our investigation of your complaint concerning Chugach Electric Associa-
tion, Homer Electric Association, and Matanuska Electric Association is
complete and a report (Hg-999-3) was issued on November 10, 1983.

The investigative report is currently being reviewed by officials of the
Department to determine whether enforcement action may be appropriate.

Since release of the report at this time would interfere with, enforcement
proceedings, it is exempt from mandatory disclosure under the Freedom of
Information Act, 5 U.S.C. 552(b)(7")(A)". Therefore, your request for the

report 1is denied.

You may appeal this decision to the Inspector General, U.S. Department of
Agriculture, Washington, D.C. 20250.

Sincerely,

Assistant Inspector General
Administration



November 22, 1983

The Honorable John R. Block
Secretary of Agriculture

I*It.h St. u Independence Ave. , S. W.
Washiny ton, D. C. 20250

Dear Mr. Block:

On November 18, 1982, 1 made a request to Senator Proxmire for a
complete in-depth, Federal, criminal audit of Chugach Electric Assoc:.,
Homer Electric Assoc., and Matanuska Electric Assoc., concerning massive
cost overruns on the Beluga project and what major line 1items had been
shif ted.

Senator Proxmire replied that since Dept, of Defense funds were not
directly involved, this request should be directed to our Alaska Delegates,
Stevens, Young & Murkowski.

I sent a written request to our Delegates December 13th, 1982, and
met with them or their Staff personally in Washington, D. C. 1in
January 1983, and their response was to go to hell.

Letters were sent to Senator Proxmire by the management of MBA, HEA
and the Rural Electrification Administration in an effort to kill this
investigation. In light of the poor performance* of our Alaska Congressional
Delegation, Senator Proxmire referred me directly to the Comptroller
General, Charles A. Bousher, United States General Accounting Office in
Washington, D. C.

On April .25, 1983 Control No. 29514 was assigned to this case.

June 6th, 1983 special agents for the Office of Inspector General,
Security and Special Opt. .Lions, U. S. Dept, of Agriculture arrived in
tAnchoragc from Washington, D. C. and from Kansas C.iry, Missouri.

I was informed that on November 1.0th, 1983 the criminal 1investigation
s completed by special agent doe Rotunno.

1 hereby request an immediate response to the disposition of this
investigation concerning this scandal involving REA funds.



John R-. Bloch Page 2 November 22, 1983

Will there be criminal prosecution of the individuals 1involved?
If not, why rot?

Will there be civil prosecution? ITf not, why not?
IT the Department of Agriculture does not seel: criminal or civil
prosecution, then 1 hereby request a copy of the findings of that

investigation.

Sincerely,

Executive Director
TS/ijb

cC: CBS 60 Illinutcs
ABC 20/20
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December 22, 1983
President Ronald Reagan
The White House
Washington, D. C. 20250

Dear President Reagan:

On November 18, 1982, I made a request to Senator Proxmire for a
complete in-depth, Federal, criminal audit of Chugach Electric Assoc.,
Homer Electric Assoc., and Matanuska Electric Assoc., concerning massive

cost overruns on the Beluga project and what major line items had been
shifted.

Senator Proxmire replied that since Dept, of Defense funds were not
directly involved, this request should be directed to our Alaska Delegates,
Stevens, Young & Murkowski.

I sent a written request to our Delegats December 13th, 1982, and
met with them or their Staff personally in Washington, D. C. 1in January
1983, and their response was to go to hell.

Letters were sent to Senator Proxmire by the management of MEA, [1IEA
and the Rural Electrification Administration in an effort to kill this
investigation. In light of the poor performance of our Alaska Congressional
Delegation, Senator Proxmire referred me directly to the Comptroller General.
Charles A. Bousher, United States General Accounting Office 1in Washington,D.C

On April 25, 1983 Control No. 29514 was assigned to this case.

June o6th, 1983 special agents for the Office of Inspector General,
Security and Special Operations, U. S. Dept, of Agriculture arrived 1in
Anchorage from Washington, D. C. and from Kansas City, Missouri.

I was informed that on November 10th, 1983.,the criminal 1investigation
was completed by special agent Joe Rotunno.

A reply was received on November 23rd, 1983 from the Department of
Agriculture indicating that report #Hq. 999-3 was 1issued on November 10th,
1983. This criminal 1investigative report 1is currently being reviewed by
officials of the Department to determine whether enforcement action may
be appropriate.
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President Ronald Reagan Page 2 December 22, 1983

Mr President, through hours of research, we have uncovered the fact
that Stevens, Young & Murkowski have received substantial financial contri—
butions from the Action Committee for Rural Electrification, 1800 Massachu—
setts Ave. N. W. , Washington, D. C. 20036.

According to the Federal Election Commission Reports, one of the
congressional delegates from Alaska received a substantial contribution
from Wayne H. Henson, 1701 E. 1st Avenue, Anchorage, Ak. 99501. His
employer is York Steel, who 1is one of the prime suspects 1in this $100 million
dollar cost overrun.

We have followed your presidency the last three years in the areas of
your efforts in uncovering waste, mismanagement and corruption 1in the
Federal system. In light of Stevens, Young & Murkowski®s refusal to help
clean up their own backyard, they may try to quash and cover up this
investigation to protect some of their friends who are involved.

Mr. President, 1 ask you to look into the matter of this incident.
Will there be criminal prosecution of the individuals involved?
Will there be civil prosecution? If not, why not?

If the Department of Agriculture does not seek criminal or civil
prosecution, then | hereby request a copy of the findings of that
investigation.

We hereby request an immediate response to the disposition of this
investigation concerning this scandal involving REA funds. It affects
hundreds of thousands of Alaskans.

Respectfully yours,

/Tom Staudenmaier
Executive Director
TS/ijb

P. S. We Alaskans wish you and Nancy a Merry Christmas and Joyous New
Year!

h  Vthe (best and brightest Ideas energizing In Alaska!
L



United States Office of Washington,
(UJWj) Department of Inspector D.C.
Agriculture General 20250
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Mr. Tom Staudenmaier

Executive Director

Staudenmaier Electric Merger Committee
P.O. Box 1603

Eagle River, Alaska 99577

Dear Mr. Staudenmaier:

This replies to your February 7 telephone call during which you reiterated your
request for investigative report Hg-999-3.

Mr. Free withheld the report because it was being reviewed by officials of the
Department to determine whether enforcement action was appropriate and because
release at that time would have interfered with enforcement proceedings. We
have now determined that release of the report will no longer interfere with
enforcement proceedings. A copy is enclosed.

Please send $6.40 to cover copying costs (10 cents per page). Your check or
money order should be made payable to "Treasury of theUnited States" and
mailed to:

Mr. L. L. Free

Office of Inspector General

U.S. Department of Agriculture
Room 8-E, Administration Building
Washington, D.C. 20250

Sincerely,



THE WHITE HOUSE
WASHINGTON

February 22, 1984

Dear Mr. Staudenmaier:

This is in response to your recent letter to the President,
which was forwarded to my office for reply.

Please be advised that we have forwarded your correspondence
to the General Counsels at the Department of Agriculture and
the Federal Elections Commission so that it may receive
appropriate consideration by those Government officials
responsible for review of such matters. It is established
White House policy not to become involved 1in particular
investigatory matters pending before a Federal department
such as the Department of Agriculture, or which come under
the jurisdiction c* an independent agency such as the
Federal E_ections Commission.

I am confident you will understand the need for !'his policy
as a means for maintaining public confidence in the
effective and impartial administration of our laws.

With best regards,

Sincerely,

Fred F. Fielding
Counsel to the President

Mr. Tom Staudenmaier

Executive Director of Staudenmaier’s
Electric Merger Committee

Post Office Box 1603

Eagle River, Alaska 99577
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November .16, 19 83

CBS-60 Minutes »
555 W. 57th Street
New York, N. Y. 10019.

Re: Telephone Conversation
of November 15th, 1983

Dear Sirs:

Please find enclosed the newspaper clippings that you asked
for. A copy of a letter to.U. S. Senator Proxmire, the Government
Accounting Office, and all other pertinent data.

On November 10th, 1983 a criminal audit was completed by
Federal agents from the Office of Security and Special Operations,
U. S. Dept, of Agriculture.

There 1is concern on our part that an effort is underway to

cover up these findings. 0

9
I would encourage you to contact Secretary of Agriculture,
John R. Block.

Sincerely yours,

Tom Staudenmaier
Executive Director

TS/ijb

Attachments

be:;! and brjciftast icteas e-ir-rghing in Alaska!



November 16, 1983

Mary Jo Malone

ABC - 20/20 = . »
77 W. 66th Street

New York, N. Y. 10023 e

Re: Telephone Conversation
- of November 15th, 1983

Dear Ms. Malone:

Please find enclosed the newspaper clippings that you asked
for. A copy of a letter to U. S. Senator Proxmire, the Government
Accounting Office, and all other pertinent data.

On November 10th, 1983 a criminal audit was completed by
Federal agents from the Office of Security and Special Operations,

U. S. Dept, of Agriculture.

There is concern on our part that an effort is underway to
cover up these findings.

- o

I would encourage you to contact Secretary of Agriculture,
John R. Block.

Sincerely yours,

Tom Staudenmaier
Executive Director

TS/ijb

Attachments



December 01, 1983

Patricia A. Klein

Chief of Public Records
Federal Election Commission
1325 "K" Street, N W
Washington, D. C. 20463

Attention: Lucinda Munger
Dear Ms. Munger:

On my visit of November 22nd, 1983, Ippaid cash in the
amount of $118.00 to get copies made.

As per our telephone conversation of today, please find
enclosed a check for the balance of $105.00 for the cost of

copying campaign contiibution records concerning Stevens, Young
and Murkowski .

Thank you for your assistance in this matter. Please send
the copies as soon as possible.

Sincerely yours,

Tom Staudenmaier
Executive Director

TS/ijb

Attachment: check
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BILL SHEFFELD, GOVERNOR
REPLY TO:

[J 610 C STREET, SUITE 211
ALASKA PUBLIC OFFICES COMMISSION AéglO%I;OZR?/%G‘Ed?/gLASKA 99501-3598

1 JUNEAU BRANCH OFFICE
POUCH CO

JUNEAU, ALASKA 99811-0222
(907) 465-4864

March 31, 1983

Tom Staudenmaier

Staudenmaier™s Electric Merger Committee
Post Office Box 8-890

Anchorage, Alaska 99508

Dear Tom:

You have asked me to confirm that the Electric Merger Committee, funded
separately and independently of the Alaska Conservative Political Action
Committee, is not subject to the reporting requi reinents of Alaska"s Campaign
Disclosure Law, AS 15.13, with regard to elections held by private entities
such as the Matanuska Electric Association and the Chugach Electric Association.
The reason for this is that the disclosure requirements of AS 15.13 apply only
to state and municipal elections. Hence, efforts to influence the outcome of
the election held by a private entity are not reportable; advertising related
to such a private election is not within the APOC"s jurisdiction and is not
required to carry the identification specified by AS 15.13.090.

In the event that the subject of a merger appears on the ballot at a
Municipality of Anchorage election, however, efforts to influence the outcome
of that municipal election would be reportable under AS 15.13 and required to
be identified.

Sincerely

ALASKA PUBLIC OFFICES COMMISSION

Theda S. Pittman
Executive Director

TSP/dh



M atanuska Electric A ssociation, Inc.

P.O. BOX 1148
TELEPHONE

PALMER, ALASKA 99645 (907) 745-3231

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

December 21, 1983

Mr. Thomas G. Staudenmaier
Staudenmaier's Electric Merger Committee
P. 0. Box 1603

Eagle River, Alaska 99577

Dear Mr. Staudenmaier:

In reference to your letter of December 7, to MEA President Robert Husted,
in which you basically requested a $25,000 contribution from MEA to the
Staudenmaier Electric Merger Committee, please be advised that the MEA
Board of Directors voted against making a contribution to your Committee.

Since you were present at that meeting, | feel confident that you
understand the reasons for the Boards' decision. In addition, and as you
will no doubt recall, on November 9, 1982, the Board included the

following comment in Resolution No. 1018, "WHEREAS, the Board of Directors
of Matanuska Electric Association, Inc. because it has not yet been
furnished with sufficient information and verified facts in support of the
mergei plan, has taken no position on this plan." To the best of my
knowledge, the Board's position has not changed.

Should you have need for additional information, please send us a letter
detailing the request, and MEA will certainly consider an appropriate
response.

Happy Holidays to you and yours.

Sincerely,

General Manager
mm

cc: Board of Directors
Roger R. Kemppel

ALASKA*®S FIRST REC- INCORPORATED 1941-ENERGIZED 1942



Homer Electric A ssociation, Inc.
CENTRAL OFFICE: P.O. BOX 429 (] HOMER, ALASKA 99603 0429 0 19071 235-8167

December 14, 1983

Mr- Tom Staudenmaier, Exec. Director
Staudenmaier®s Electric Merger Committee
P. 0. Box 1603

Eagle River, Alaska 99577

Dear Mr. Staudenmaier:

Reference 1is made to your communication dated December 7, 1983, relative to
your proposed merger.

Please be advised that HEA 1is presently 1in the process of forming a
Generation & Transmission Cooperative; and, therefore, would not be
interested in forming a second organization.

Best wishes for a happy holiday season.

Very truly vyours,

HOMER ELECTRIC ASSOCIATION, [INC.

LR:em



/ /F\\ STAUDENMAIER'S

ELECTRIC MERGER COMMITTEE

A P.O. BOX 1603 « EAGLE RIVER, AK 99577 « 6944982, 694-2322

News Release Nov, 17, 1983

Proposed new Bi-Laws of the Alaska Southcentral Electric Co-op, to be voted
ON BY THE MEMBERS OF CHUGACH ELECTRIC ASSOC,, MATANUSKA ELECTRIC ASSOC, AND
Homer Electric Assoc,, under Title 10, Statuatory Law, Chapter 25, Electrical
and Telephone Co-operative Act, Article Il, Merger and Consolidation,
Section 10.25.240,
1, The Alaska Southcentral Electric Co-op®s Board of Directors shall
CONSIST OF 11 MEMBERS, THE Co-0Op "s HEADQUARTERS SHALL BE IN ANCHORAGE,
Alaska,

Rationale: Every area in Southcentral Alaska is equally represented by

POPULATION USING THE SAME REAPPORTIONMENT METHOD AS THE ALASKA STATE SENATE.

2, The Board of Directors shall not serve more than one consecutive four
YEAR TERM,
Ratlgnale - New people will bring new ideas to the Board of Directors,

without letting any certain group develop a power structure.
3, Monthly Board Meetings shall be convened on the second Saturday of each
MONTH, CONVENING AT 10:00 AM. THE MEETINGS SHALL BE HELD ON A ROTATING BASIS
STARTING IN ANCHORAGE, THE NEXT MONTHLY MEETING SHALL BE IN THE hﬁI/SU VALLEY.
FOLLOWED BY THE KENA1 PENINSULA. EACH OF THESE AREAS SHALL HAVE FOUR MEETINGS
PER YEAR, FOLLOWING THE ABOVE ROTATION SCHEDULE. THIS ROTATION SHALL NOT BE
CHANGED UNLESS VOTED ON BY THE MEMBERSHIP AT LARGE,

Bat |-Q)|a|e: This will give the consumer/owners of the Alaska Southcentral
Electric Co-op maximum exposure to the Board of Directors for their maximum

PARTICIPATION,

the best and brightest ideas energizing in Alaska!
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EL ECTRIC MERGER COMMITTEE

£p P.O. BOX 1603 « EAGLE RIVER, AK 99577 « 694-4982, 694-2322

Page 2

4, All official meetings, including work sessions, shall be taped, trans-
cribed AND THE ORIGINAL COPY HELD AT THE Co-OPS HEADQUARTERS FOR SEVEN YEARS.
The taping system shall be of the same quality as that of the Anchorage
Municipal Assembly. All issues shall be recorded by roll call vote.

Rationale: TO maintain a complete record of the business that transpires
within the Alaska Southcentral Electric Co-op.

5. A complete, certified copy of these transcripts shall be posted at
EACH LOCATION OF THE Ak, SOUTHCENTRAL ELECTRIC Co-Op"s PLACE OF OFFICIAL
BUSINESS, AND MADE AVAILABLE TO THE MEMBERSHIP WITHIN A8 HOURS OF A BOARD
meeting. These are to be updated on a monthly basis.

Rationale: To give the consumer/owner immediate access to transactions
THAT OCCURED AT THE BOARD MEETINGS OR WORK SESSIONS.

6. The general manager shall serve for a one 5 year term. The board
OF DIRECTORS CAN REPLACE HIM OR HER AT THEIR DISCRESSION AT ANY TIME DURING
HIS/JHER TERM IF HIS/HER SERVICES ARE BELOW EXPECTATIONS.

Rationale: '"new leadership brings new and fresh ideas".

7. All salaries and benefits of the employees of the Ak . Southcentral
Electric Co-op shall be made public to the membership, with an update every
six months. Benefits shall not exceed 20% of the base salary. The salaries,
BENEFITS AND JOB TITLES SHALL BE POSTED IN ALL OF THE OFFICIAL OFFICES OF
THE CO-OP FOR MEMBERSHIP REVIEW,

Rationale: The membership owns the Co-op. The members are the employer
AND THEREFORE SHOULD BE AWARE OF THE SALARIES AND BENEFITS THAT THEIR

EMPLOYEES ARE BEING PAID.

the best and brightest ideas energizing in Alaska!
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8, The salary of the General Manager shall not exceed the base salary

of the Governor of the State of Alaska,

Rationale; There are thousands of American men and women who are

QUALIFIED, WHO ARE LOOKING FOR JOBS,

9. It shall take a 2/3 vote by the board of directors to implement a
PAY RAISE FOR THE EMPLOYEES,

Rationale; TO control overhead expenses and help keep the cost of the
ELECTRIC UTILITIES REASONABLE,

10, The Alaska Southcentral Electric Co-op shall be a non-profit
ORGANIZATION AND THEREFORE SHALL NOT ENGAGE IN ANY NEW CONSTRUCTION. NEW
CONSTRUCTION IS DEFINED AS: ANY ITEMS THAT ARE NOT ALREADY PHYSICALLY IN
PLACE, INCLUDING TEMPORARY POWER, THE ALASKA SOUTHCENTRAL ELECTRIC Co-0OP
SHALL BE DESIGNATED AND SHALL FUNCTION AS A SERVICE AND MAINTENANCE ORGANI-
ZATION. Nevi construction shall be put out to competitive bid to private
ENTERPRISE,

Rationale: The Alaska Southcentral Electric Co-op 1is a non-protit
ORGANIZATION AND SHALL NOT COMPETE WITH A PROFIT MAKING ORGANIZATION,
Labor productivity 1is much greater 1in private industry,
11, Maintenance and service personnel under a collective bargaining
AGREEMENT WITH IHE ALASKA SOUTHCENTRAL ELECTRIC Co-OP SHALL RECEIVE 85%
OF CONSTRUCTION SCALE, PLUS BENEFITS,

Rationale: The Alaska Southcentral Electric Co-op is established as a
MAINTEN/*NCE AND SERVICE ORGANIZATION, NOT AS A CONSTRUCTION COMPANY, THERE-

FORE THE MEN AND WOMEN WHO WORK SERVICE AND MAINTENANCE ARE NOT ENTITLED TO

the best and brightest ideas energizing in Alaska!
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FULL CONSTRUCTION SCALE, THOSE WHO WANT TO RECEIVE FULL CONSTRUCTION SCALE
SHOULD TAKE THEIR TALENTS AND WORK IN THE CONSTRUCTION [INDUSTRY, THIS IS
A FAIR AND EQUITABLE WAGE AND THE SAME TYPE OF WAGE PLAN USED BY ALYESKA
Pipeline Service Co,

12. The Beluga Power Station shall be designated as local hire and
SERVICE AND MAINTENANCE SHALL BE RUN ON THREE 8 HOUR SHIFTS, TWENTY-FOUR
HOURS PER DAY, SEVEN DAYS A WEEK.

Rationale: Cut down cost of overhead to maintain the men and women
WHO WORK AT BELUGA, CREATE MORE JOBS BY CUTTING OVERTIME,

13. Bid procedures shall follow the bid procedures of the State of
Alaska on all new construction projects, Any violations of bid procedures
should be classified as a felony count under Statuatory Law,

Rationale: Every business establishment that wants to participate in
THE BIDDING PROCESS SHALL HAVE AN EQUAL OPPORTUNITY TO PARTAKE OF THE
American free enterprise system,

14. Line Extension Policies: The Alaska Southcentral Electric Co-op s
LINE EXTENSION POLICIES SHALL BE: 1, ALL NEW SUBDIVISIONS MUST SECURE
THEIR OWN FINANCING FOR THEIR ELECTRIC POWER [INSTALLATION AND SHALL BUILD
THEIR SYSTEM TO THE ALASKA SOUTHCENTRAL ELECTRIC Co-0OP"s SPECIFICATIONS,

SO IT IS COMPATIBLE WITH THE MAIN POWER GRID SYSTEM. 2 EACH SUBDIVISION

SHALL CHOOSE HIS OWN METHOD OF INSTALLATION PROVIDED IT MEETS THE SPECIFI-

CATIONS of the Alaska Southcentral Electric Co-op, 3, When these specifi-
cations ARE MET, THEN THE Ak . SOUTHCENTRAL ELECTRIC Co-OP ~HALL ENERGIZE

THE SYSTEM,

the best and brightest ideas energizing in Alaska!
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15, The Transition Team of the Alaska Southcentral Electric Co-op,

1, The transition team shall be made up of three members from
MEA, HEA & CEA, each selected by their own Board of Directors.
2. The transition team powers shall be:
A, TO OVERSEE THE OFFICIAL ELECTION OF THE PERMANENT ELEVEN
MEMBER BOARD WITHIN 60 DAYS OF THE MERGER VOTE.
B. TO EXECUTE CONTRACTS FOR THE LENGTH OF 60 DAYS ONLY, ON
BEHALF OF THE ELECTION PROCESS,

16, The present three utilities, MEA, HEA & CEA shall function in
THEIR INDIVIDUAL CAPACITY UNTIL THE NEW ELEVEN MEMBER BOARD IS SELECTED,
The new board of directors shall have ninety days to complete the merger,

17, All jobs shall be filled thru applications received at the
Personnel Dept, of the Alaska Southcentral Electric Co-op. No present employe
is guaranteed their position in the new organization,

Rationale: All qualified Alaskans shall ha"e the same opportunity

to apply and compete for the jobs that are available in this new Co-op,

\s ( n Nom

Tom Staudenmaier
Executive Director

the best and brightest ideas energizing in Alaska!
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RETURN TO:
ALASKA PUBLIC OFFICES COMMISSION
Pouch CO APR 111384
Juneau, Alaska 99811-0222
(907) 465-4864 or 465-4865 apoc-anch

PMCOT
(PLEASE PRINT OR TYPE)

Pat 1. GENERAL INFbRMATION (The addressyou indicate belowwill be used by the APOC when forwarding informattion regarding the Regulation of Lobbying.)
Lobbyist's Name Home Telephona

Business Address (Street, City, State, Zip Code) Business Telephone
/to 3
Home Address (Street, City, State Zip @mﬂ

Part2. THIS FORM IS:

nidal Registration Initial Date of Lobby*rJ*hiOrear CD Additional Employer Intial Data cf Lobbying this Vear (D Amendment
(Cnange ot Address, Stats, etc)
Part3. EMPLOYER INFORMATION: NAME An £ ADDRESS
Name of Business Telephone

NT'h VC -ST E7"/Z2*"<2- S"?urYL 9 Jjr/L 7/30 C?</~"2,52~Z
Mai ling Business Address (Street, P.O. Box, City, State, Zip Code)

Part4. Name and Address of person who has custody of recorts required to be maintained by AS 24.45. if other than tha lddoyist named in Part 1.
Name Title ' Telephone

Mai ling Address (Street, City, State, Zip Code)

Part5. EMPLOYMENT INFORMATION LOBBYIST IS:

1 Employed solely as a lobbyist -
(D Retained to lobby In addition to other duties, l.e. consulting
regular employee performing senvces for enployer which include, but aronot limted to, Influencing legslative or adnnistrative action
0 A represertational Iobbyist, i.e., an Individual who receives no salary, fee or othor compensation from the entity on whoso badalf he Is 1abbying but whose
expensei are reimbursed.

Part6. TYPE OF LOBBYING:
Legslative CD Adninistrative
Part7. NATURE OF COMPENSATION:
CD Salary CD Fee {"Reimbursement of BExpenses (D Other (Specify)

Part8. DESCRIPTION OF LOBBYING ACTIVITIES:
Give agreral descrip an of the subjects or mattors on which the regstrant expects to lobby or to ongegp in the influencing of legslative or adrinistrative action

Part9. CERTIFICATION
1hereby certify thet this regstration is true, conplete and correct, in accordance with AS 24.45.041,

LoobylIn'iSionjJtjrr NOTE: Yousj/trarTimot copjrdered conpleto unless signed by the 1ddbyist I?a/ /\ /\ Yy fi 8-
Conplete the folloning if the form wes prepared by someone othor then the lobbyist y y
Signature Dare Telephone

Type or Print Nima Position

Business Address

REMINDER: For each reporting period inwhich you remain registered as a lobbyist you must filea LOBBYIST REPORT (Form 24-3). If
you have had no activity during the period, i.e., received no compensation or made no expenditures, you are still required to
submit Form 24-3 indicating no activity.

A SEPERATE REGISTRATION STATEMENT MUST BE FILED FOR EACH EMPLOYER.




EMPLOYER OF LOBBYIST VERIFICATION MmipPti1VvuUus/

RETURN TO: APR 111984
ALASKA PUBLIC OFFICES COMMISSION
Pouch CO APOC-ANCH
Juneau, Alaska 99811-0222 )
- PM (HCp

(907) 465-4864 or 465-4865

INSTRUCTIONS: AS 24.45.061. REPORTS BY EMPLOYERS OF LOBBYISTS, (@ Within 15 days after employing, retaining or contracting
for the employment or retention of a lobbyist, the person who employs, retains or who contracts for the services of a
lobbyist shall file a statement with the commission authorizing or verifying that employment, retention or contract for
lobbying services.

SUBMIT A SEPARATE APOC FORM 24-2, EMPLOYER OF LOBBYIST STATEMENT, FOR EACH LOBBYIST. *

t. NAME OF BUSINESS, ORGANIZATION OR INDIVIDUAL EMPLOYING OR RETAINING A LOBBYIST: (PLEASE PRINT OR TYPE)

Name: AreaCoda  Phone

Mailing Address (Street or P.0. Box, City, State and Zip Code)

f/0 /%csu /<c-t75 >4-A

2. NAME OF LOBBYIST AND DATE OF EMPLOYMENT/DATE OF RETENTION AS A LOBBYIST
Name of lobbyist employed or retained to represent you or your business or organization

;I~Hem sa S m & //hf0 J'-114->

Qurrent year date of employment, retention, or essignment to lobby

72y X P <

3. ADDRESS TO BE USED BY APOCTWHEN FORWARDING INFORMATION REGARDING LOBBYING IF OTHER THAN THE ADDRESS IN NO. 1.

4. DETERMINATION OF BONA FIDE STATUS
A. Isyour association registered in the State of Alaska as: [ Partnership 1 Corporation J

B. Ifyour association is financed by membership dues, does any one member pay inexcess of 25% (one-fourth) of the total paid by all
members? 1 Yes 1 No Non-applicable

C. [Ifyour association is financed by membership dues and uses a sliding dues assessment scale, does any member exceed an allotted assessment
by 25% solely for the purposes of supporting lobbying activity?

1 Yes 1 No |)2LNon-applicable

D, Do the association®s annual expenditures for administrative and legislative lobbying (based on the previous year*siexperience or current year":
estimate) equal or exceed 50% of the total expenditures for the year?

[ Yes N~ No

5. CERTIFICATION: | hereby certify that the above-named person is
authorized to engage in the activities of lobbyist on
behalf of the business, organization or individual
named above and that, to the best of my knowledge,
all facts contained herein are true, complete and cor-
rect.

EXECUTED ON BEHALF OF THE EMPLOYER:

1< * & y
"ypo or Print Name Titlo or Position a

.S nipx-si M, iii—r?



EMPLOYER OR CLIENT OF LOBBYISHIEPOR

GENERAL INFORMATION SHEET \J~uUi B/
RETURN TO:

ALASKA PUBLIC OFFICES COMMISSION
Pouch CO

Juneau, Alaska 99811-0222
(907) 465-4864 or 465-4865

1 NAME AND ADDRESS OF EMPLOYER OR CLIENT:
Name Telephono

Mailifrg Address

Street Address
[3 Check If new mailing address

2. CERTIFICATION:

I hereby certify that this report and its attachments are, to the best of my knowiedge, true, correct and complete:

BExecuted on Behalf of the Employer:
Signature,
Typo or Print Name Tit!" of Position
e <l TTFwi/-/t//-z [2<E'A X-_ ] m/

Complete the following irthe form was prepared by a person other than the person signing on behalf of the employer

Signature Typo or Print Namo Tolephono

Business Address

PLEASE REMEMPER: YOU MUST ACCOUNT FOR ALL LOBBYISTSWHO WERE REGISTERED DURING THE QUARTER FOR WHICH
YOU ARE REPORTING: SUBMIT EITHER A SCHEDULE A (IFAPPLICABLE PAYMENTS WERE MADE) OR NOTE THE NAME OF THE
LOBBYIST(S) UNDER QUESTION 8 BELOW (IFNO APPLICABLE PAYMENTS WERE MADE). FAILURE TO ACCOUNT FOR ALL LOB—
BYISTS MAY RESULT INTHE ASSESSMENT OF A CIVIL PENALTY.

3. REPORTING PERIOD (CHECK ONE ONLY)

[ 1st Quarter (Jan-Morch) Quarter (April-Junn) CH 3rd Quarter (July-Sopt) (3 4th Qunrtor (Oct.-Doc)

4. NOTICE OF TERMINATION: LIST THE NAME ANO EFFECTIVE DATE OF ANY LOBBYIST WHO TERMINATED HIS LOBBYING ACTIVITIES ON YOUR

Namo Drto

Namo Doto

1J This constitutes a final reporting of all payments related to our attempts to influence legislative and administrative action this year.
5. DESCRIPTION OF LOBBYING ACTIVITIES:

Give a general description of the legislative or administrative action you attempted to influence through the use of a lobbyist:

6. NATURE AND INTEREST OF EMPLOYER:
a. NATURE (Chock One)
O Butino4S Entity (3 Industry, Trndo, or Professional Association 13 Individual mOthar

b. INTEREST (Givo a briof description of tho ontlty or individual's intorost)
* 7 > g _

£ L
APOC 24 4 (Rov. 12/81) . . 3 er-
COMPI FTF RFX/FR.RF SIFIF e
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“ RHHF' SCHEDULE A
EMPLOYER OR CLIENT OF LOBBYIST REPORT
PLEASE DO NOT SUBMIT THIS SCHEDULE WITHOUT A GENERAL INFORMATION SHEET (FORM 24-4)

INSTRUCTIONS: A separate Schedule A must be filed for each lobbyist to whom payments either are due or have been made directly or indirectly to, or on behalf of, during the
reporting poriod. See manual of instructions for specific details as to what constitutes reportable Schedule A transactions. (Ifno payments weremade or due to or on behalfofa
lobbyist during the reporting period, the lobbyist*sname should be noted inNumber 8 on the General Information Sheet (Form 24-4).

Pat A-1: Gareral Information

1.1 Amendod
Namoj jf Employet or Cliont A /1 Namo of Lobbyist / /7 A
€A
Part A-2: Payments Accrued or Mado Bthar Directly or Indirectlyus. or on Behalf of, tho Lobbyist this Fariod:
= Month Total Amdunt Salary, Foo Food and o ) Othor Bxqonsos Othor Things of Voluo
Accruod Rocipiont of Paymont Paid or Accruod Rotoinor Bavoragp Living Acconmodations Trawol (Bgplain on Othor Sldo)  (Bxplain on Othor Sldo)

V33

Totals from Above....

Totals from Othor Side..
Totals This Period...

Cumulative U™t Report,

APOC Form 24-4A (Roy. 12/81) (USE REVERSE SIDE IF NECESSARY)



CHUGACH ELECTRIC ASSOCIATION, INC.
Anchorage, Alaska

November 30, 1933

TO: Joyce M. Murphy, President, Board of Directors

FROM: Thomas S. Kolasinski, Interim General Manager

SUBJECT: CFC - Study of the Formation of An Alaskan G & T

Comments:
1. Study Variance - Natural cas Con tracts
Quote: "Wic are of the opinion that the figures
provided which justify a formation of the
G & T far outweigh any perceived loss of
benefits from an assignment of the gas con-—
tracts to the new G & T."
Answer: CFC states a savings of $271.9 million over a

period of 18 years and $639.0 million over the
entire period. Apparently CFC didn"t do their
homework because 1if the present CEA Beluga gas
contracts were abrogated and the G & T would
have to pay the market price $2.32 MCF vs 20c
MCF for the gas that is 1in 1inventory the net
cost would be more than $700 million during the
next 15 years.

Nowhere 1in the study does the report address the cost to
Chugach (Distribution Coop.) for the additional 207« supple—
mental loan requirements from CFC if a G & T were formed;

i e., CEAwould have a plant revenue ratio of approximately
9.0. (Total utility plant *operating revenue - less cost
of power.)

The study characterizes higher margins as a cost to members.

Chugach believes there are several benefits from using a
i.> TIER:

L. A Equity Management Program can flow monies back to
the members.

2. Chmrach can invest in facilities instead of borrowing
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December 2, 1983

Dr. Joyce Murphy

Chairwoman, Board of Directors
Chugach Electric Association* Inc.
P.0. Box 351B

Anchorage* Alaska 99501

Dear Doctor Murpby: m e o
/

Ypou have requested our opinion ao to whether certain
naturaf gaS SUpFﬂy contracts ('"gas contracts") under which
natural gas 1in cold to chugach Electric Association* Inc.
("Chugach™) may bo assigned by Chugach to a proposed generation
and transmission cooperative ("G&T") without the consent of the
producer/sellers under such contracts.

Summary of opinion

Our opinion is that such an attempt to assign the gas
contracts without tho concent of the producer/sellers may
violate the terms of tho contracts. Although a sound legal
argument can be made that these contract torins are inapplicable
or unenforceable* an assignment without the consent of the
producer/sellers presents an unacceptable rink to Chugach of
the locs of the economic benefit of the gas contracts.

Background

Chugach has considered the possibility of ostobliching a
Gil* to which Chugach®"o generation and transmission facilities
would bo transferred and to which 1its long-term natural 9a»
supply contracts would be assigned. Under these contractin,

Chugach purchases natural gas for fuel for its generating
facilities from ADLO, Shell and Chevron (“producer/sellerd“9 at

a price of approximately 26 cents per MCF.

Article XVII of the gas contracts (which is identical in
all of the contracts) provider, as follows:
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All provisions, covenants and
obligations contained herein by which
either of the partieB hereto is bound,
shall in like wanner be binding upon the
successors and assigns of the parties ao
bound and those -which are for the benefit
of either of the parties shall in like
Danner 1Inure to the benefit of the
Successors and assigns of the parties go
benefited) provided, however, that neither
party hereto shall assign this Agreement in
whale ot in part {except to a subsidiary or
Successor to their respective businesses)
without first obtaining the consent 1in
writing of the other party except that the
Buyer nay assign this Agreement to the
United States Government or any Agency
thereof to secure any 1indebtedness thereto
without Seller®s consent.

Analysis

The assignment clauses of the gas contracts by their terms
prohibit either party from assigning the contract in whole or
in part without obtaining the prior written consent of the
other party, except where the assignment 1is to a "subsidiary Or
successor™ of the assignor®s "business,”™ or to a Federal agency
as security for indebtedness. Thus, assignment to the G&T
would be a breach of the contract unless --

(i) the G&T is a "subsidiary or successor"”

of chugach®o "business™)

(1i) the assignment clause 1is inapplicable or unenforceable;
(ill) consent 1is obtained,

a. "Subsidiary or successor"”

Under Article XVII, consent 1is not required for assignment
to a "subsidiary"™ or "succeccor" to chugach*s business. Both
terms are undefined. However, it is unlikely that tile G&T
would be regarded an a subsidiary unless it was owned or
controlled by Chugach, Whether the G&T 1is a successor is a
closer question. While it would not be a successor to Chugach
as a corporate entity (as a G&T which resulted from a merger or
reorganization would be), the G&T could be regarded an a
successor to Chugach®"s generation and transmission business,
fiy specifying the* "business"” of the parties instead of
referring to the parties, the assignment clause of the contract
jo concerned with the economic activity of the assignee, not

its corporate form.

r
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The producers, on the other hand, could argue that the
“reference to "business™ WwaS intended to refer to Chugach®s
business bb a whole (including the distribution functions), and
that a G&T not owned or controlled by Chugach isnot a
Subsidiary or successor of Chugach®s generation, transmission
and distribution business.

b. Scope Of prohibition on assignment.

Contract clauaes prohibiting assignment are Specifically
addressed in the Uniform CoEnercial Code ("DCC"™), Section
2.210(C) Of the UCC (AS 45.02.210(c)) npplieB tosalo3 of
natural gas (see, AS 45.01.107) and provides:

Unless the circumstances indicate tho
contrary, a prohibition of assignment of
"the contract”™ 1is to be construed as
barring only the delegation to the assignee
of the assignor®* performance,

Thus, if the contract language prohibited assignment, Chugach
could assign its right to gaa delivery, but not Its duty to
pay* unloso tho circumstances Indicated the contrary. The ga3
contract®s do not completely prohibit assignment* they only
prohibit it unless consent is obtained or the assignee is a
successor, subsidiary, or Federal agency. In our opinion, this
UCC provision applies even if tho prohibition on assignment 1is
not unqualified, nowover, the UCC provision is only a rule of
construction ("is to be construed™) which applies unless "the
circumstances 1indicate the contrary".

Examination of the a33lgnment clause |If, the gas contracts
indicates that they are not simple prohibitions on assignment,
but rather are carefully drafted provisions which prescribe the
tights and duties of successors ana assigns, and limit the
conditions under which assignment is permissible. Under the
assignment clause, contract obligations are binding on
nuccesaors and assigns; contract righta inure to the benefit of
successors and assigns* but consent to an assignment |Is
required unless tho assignment is to a subsidiary, oucceeoor,
or Federal agency.

If tho draftsman had intended the construction provided by
UCC S 2.210(c), (concent 1is required only 1in order to delegate
performance), then it in unlikely that the assignment clause
would have specifically provided that contract benefits inure
to the benefit of an assignee where consent lias been given,
since under S 2.210(c) the assignee could receive thene
benefits even if consent were not given.
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C. Good faith

IfT Chugach were to request consent to itB assignment of
the contracts to the proposed GST, and the consent were
refused# Chugach could argue that the tefusal was not 1in good
faith. The parties to a contract have a duty of good faith and
fair dealing. ak 45*01.203; Hitford v. De Laaala, 660 P,2d
1000 (Alaska 1983). A contractual right, howovor unconditional
it night appear to be, must be exercised in good faith. See,

*ne Service Company v. Aurora Air Service, Inc.,
604 P.2rf 1090 (Aiaska 1979) (unilateral riglit to terminate
contract required to bo exercised in good faith). The
producers are obligated to act in good faith 1in deciding
whether to consent to an assignment. IT performance by the G&T
would not 1impose any greater burden or risk on the producers
than performance by Chugach, It would be difficult for the
producers tc argue that they have acted 1in good faith 1in
withholding consent to the assignment. However, if the
producers could find a basis for arguing that performance by
the G&T instead of Chugach would disadvantage them, then they
presumably would have a good faith basis for refusing consent.

Conclusion " -

If chugach wished to assign the gas contracts to the
proposed G&T without the produce.s®™ consent, there ere a number
of legal theories on which Chugach could rely were the
producers to claim that eucb an assignment was a breach of
contract. However, there 1is a plausible reply that the
producers could make to each of these theories. Tf Chugach
argues that consent in not required becaune the G&T is a
"successor"™ to Chugach®s business, tho producers can respond
that the G&T must be a successor to the entire business, not
JuBt the generation and transmission business. |If chugach
argues that tho UCC makes consent unnecessary because Chugnch
2lo sssigning a benefit rather than delegating performance, the
producer can respond that the “Circumstances indicate the
contrary” - tho parties intended a different result. It
Chugach argues that withholding of consent would be in
violation of the producers = duty of good faith, the producers
way be able to devise a good faith objection to selling gas to
the G&T (or take the position that defense of their economic
interest 1in raising the price of the gas 1is not bad faith).

it is our opinion that, although Bound 1legal arguments can
he made that consent to an assignment of the g*s contracts to
the G&T 1is unnecessary or cannot be withheld, there in a
substantial possibility that such an assignment would be hold
to be a breach of the contract, and the basis for the
producers ” terminating delivery of the gas. Because of the
orLraordinnry value of those contracts to Chugach and its
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customers, wo believe that an aBeignraent without consent Of
producers would presant an unacceptable business risk to
Chugach, unless prior to the assignment Chugach obtained a
declaratory judgment or a decision under the arbitration
provisions of the contract that such assignment was
permissible.

He hope that this opinion has responded to your
guestion.

Sincerely,

Van NeBB, Feldman, Sutcliffe,
Curtis & Levenberg, P.C.

1050 Thomas Jefferson Street, H«w
Washington, D,C« 20007

f V 111-5400

Byj Robert R. Nordhaug

the



May Double by 2001

Alaska’s Rapid Population Growth
Increases Electric Power Demands

/Although percapitaenergy con-
sumption by Alaskans has not in-
creased dramatically in this decade, the
demand for electricity has risen due to
unprecedented population growth. The;
precise demand for electricity in the
long-term future continues to evade
planners, but they are certain that Itnil-
bclt electrical requirements will con-
tinue togrow at n healthy rate

A 20-year energy and peak lend fore-
cast summary compiled by tho Alnskn
Systems Coordinating Council (ASCC)
for the Railbelt (see Table 1) estimates
peak energy usage will jump from 027.8
MW in 1983 to 1,474 MW in 2001. Con-
siderable disagreement surrounds the
peak load forecasts, which are invnlu-
able in planning electrical generation
needs.

One argument is the peak lond fore-
casts indicate that the proposed $3.15
billion (estimated 1983 dollars), 1,600-
MW Suaitnn hydroelectric project iRtoo
large. Another camp argues the power
projections arc unrealistically low.

In either case, at least some growth in
demand is certain, and utilities will
continue to be active users of construc-
tion services through tho next decade.

Anchorage Arou

Southcentral Alaska, particularly
the Anchorage area, has exhibited
phenomenal population growi.li in the
first three years of the 1980s. The
growth has spurred revised peak lond
forecasts and provided the impetus for
large electricnl construction projects.

According to the ASCC forecast, An-
chorage Municipal Light and Power
(ML&P) generated 663 gignwntts (1
GW =".000 MW) in 1982. Energy con-
sumption by the publicly owned utility
is expected to reuch 717 GW this year
and 780 GW in 1984. Table 1 shows
similarenergy usage increases through
the year 2001.

Peak lands this winter at ML&P are
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expected to reach between 130 MW and
140 MW, compared to the peak last
winter of 126 MW. (Peak loads are very
weather-sensitive, surging during
periods of extremely cold tempera-
tures.) By the year 1991, peak loads will
nearly equal the utility's current total
generating capacity of 263 MW, which
includes 16 MW of power purchased
from the Alnskn Power Authority’s Ek-
lutna hydro facility.

ML&P currently has more than 100-
MW reserve capacity, a hefty 80-per-

‘ML&P’s 80-percent
reserve capacity
IS not excessive
for Anchorage.’

==t reserve enpneity. From a national
perspective, the reserve is extremely
high, but in Anchorage, where the
largest unit produces 100 MW, the re-
serve is not excessive. The loss or fail-
ure of ML&P's Inrgest unit at peaking
periods would annihilate its reserve
generating capacity.

A $192.6-million, 170-mile electrical
intertie between Anchorage and Fair-
banks utilities will help to preserve An-
chornge's generating reserve during
penking, while enabling Fairbanks
area utilities to draw from Anchorage's
cheaper gas-fueled power. The project,
sponsored by the Alaska Power Author-
ity, is under construction and scheduled
for completion in December 1984. (See
November 1983 issue of AC&O for a
complete reporton the Anchornge-Fnir-
bnnks intertie project.)

The municipality currently operates
seven main generating units — four
simple-cyclc combustion turbines, two
of which nre diesel-fired, and two com-
bined cycle units which work in concert
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with one steam turbine running ofTof
waste heat. ML&P is considering the
installation of an additional 80-MW
plant next spring at a nominal cost of
$16 million, if a contract for sale of ex-
cess power can be arranged with
Chugnch Electric Cooperative inc.

Chugach, which serves nearly 60,000
Anchorage area customers compnrod to
ML&P's 19,000 center city customers,
has a greater immediate need for
energy. Under the arrangement being
negotiated, Chugach would buy excess
production from the new ML&P plant
until the latter utility required the gen-
eration to meet its customers’ needs.
While Chugach and ML& P could mutn
ally benefit from such an arrangement
— Chugach would have additional
power without up-front capital costs,
while the municipality could reduce its
capital costs by selling power — both
utilities are prepared to proceed alone if
an agreement is not reached.

ML&P would install the plant in
1986 instead of 1984 without a pur-
chase agreement from Chugach. And
the cooperative is pursuing plans to
purchase ML&P new generation and to
Iniild its own new unit on a parallel
track. Chugach, which pegs the total
project cost at $26 million, would proba-
bly install a new unit at its Beluga sta-
tion, near its cheapest Rourcc of gas
from the Beluga field.

Chugach Electric also is plnnning to
increase its generation by another 40
MW with a new unit at Bernice Lake.
The $17-million project would include a
new gas-driven turbine and 21 miles of
115-kV transmission line from the
Nikiski plant to a Soldotna substation.
The transmission line portion of the
contract is estimated to cost between $7
miiiion and $8 million. The Bernice
Lake unit is scheduled for installation
in 1984.

In 1986-R7, Chugach is planning (o
boost its generation further by adding



two more units — an 80-MW unit at its
Beluga station and a 49-MW unit at
Bemice lake. Specifications and site
plans for the projects are being de-
veloped.

The increased generating capacity
will help Chugach meet ASCC's
forecasted energy demand of2.304 GW
in 1987. Table 1 indicates the coopera-
tive's energy generation climbing from
1,765 GW in 1982, to 1,854 GW in 1983,
to 1,966 GW in 1984, to 2,079 GW in
1985,and t02,192 GW in 1986.

The two Anchorage-based utilities
also are undertaking major transmis-
sion line wupgrades this jear. All
Chugach-ML&P 35-kV transmission
lines will be boosted to 115 1;V by the
end of 1983. The improvemen wsnlso en-
tail modifying the lines into a loop sys-
tea. to give all substations two-way
feed. The utilities have been intercon-
nected in the past, but the recent trans-
mission upgrades will build extra relia-
bility into both systems.

ML&P will spend about $14 million
in capital improvements this year, and
has budgeted $36 million, including

trical generating unit at its main plant,
for 1984. According to Tom Stahr, gen-
eral manager of ML&P, the utility also
has a four-million-gallon fuel-oil stor-
age facility on the drawing board for
possihle construction in the next few
years.

Additional Chugach improvements
include a complete upgrade of its Be-
luga station transmission lines to 230
kV over the next three or four years,
The project, which will boost the cur-
rent 115-kV line from Anchorage to the
Kenai Peninsula, likely will involve a
submarine cable crossing of Turnagain
Arm.

In addition, the cooperative is plan-
ning two new bulk power substations in
Anchorage — one in the western end of
the city near Anchorage Internntionnl
Airport and one in east Anchorage at
University Substation. Within the next

mounting energy needs. But with the
proposed Susitna hydroelectric project
still hanging and the inability to pre-
cisely predict long-term energy de-
mands, the distant future is more un-
certain.

Several proposals aimed at improv-
ing future capacity have been aired, in-
eluding the merger of Chugach and
ML&P. Stahr believes the proposal
merits further study. A merger could
result in up to $60 million in savings to
consumers by avoiding duplications
and improving planning capabilities,
he said. Chugach’s board of directors
has chosen to accentuate cooperative,
joint planning among the two utilities,
avoiding any reorganization until such
a move is deemed economically sound
for Chugach customers, said Larry
Markley, director of government and
environmental atTairs for Chugach.

five years, Chugach is planning an up- (

grude of its radial transmission lines to
138 kV in South Anchorage’s Huffman
Road residential area.

For tho immediate future, the two
utilities nre confident they will keep

Southcentral

The City of Seward, which purchases
the bulk of its power from Chugnch
Electric, is planning an estimated $10-

$16 million for the proposed new elec- pace with Southcentral Alaska's million transmission line upgrade
Teblel*
Alaska Systems Coordinating Council
20-Year Energy and Peak-Load Forecast Summary
Rollbeit Utilities
Rflllbdt
AMLHPI[1) CEA (1) (2) FMU|1J OV*A[]) Total |3|

Winter Winter Winter Winter Winter

Energy Peak Fnorgy Penk Energy Peek Enorgy Peak Enargy Peek

Year (QWH) (MW) (QWH) (\AW) (GWH) (MW) (GWH) (MW) (GWH) (MW)

1987 663 130.0 1/65 3,23 141 282 360 67.9 .2929 5904

1983 717 140 0 1054 304.1 147 293 307 74.4 3105 627.0

198« 700 152.0 1960 4084 153 30.5 416 01 4 3321 672.3

1985 B44 1620 2079 432.7 161 32.2 447 09.2 3531 716,1

1966 915 174 0 2192 457.0 165 32.9 400 97.7 3752 761.6

1987 906 106 0 2304 481.3 -60 33.6 516 107.0 3974 007.9

1900 1053 1970 2417 505 6 172 34.3 558 113 7 4200 050 6

1909 1126 2090 2530 5290 175 350 603 120.9 4431 094.7

1990 1200 2210 2642 554.1 103 36.5 653 120 5 4678 940.1

1991 1270 2320 2754 5703 190 300 706 136 6 4920 984.9

1992 1322 2410 2067 6025 198 305 704 145.3 5151 10283

1093 1375 251 0 2979 626 0 206 41.1 020 154.4 53(16 1073.3

1994 1431 261,0 3091 651 0 214 420 094 164.1 5630 1110.0

1995 1409 2720 3203 675 2 225 450 967 174.5 5884 1106.7

1996 1549 2030 3315 6993 237 47.3 1046 1055 0147 1215.1

1997 1621 294 0 3420 7235 249 40.7 1131 197 2 6429 1204.4

1998 1697 3060 3540 7477 262 52.3 1223 2096 6722 1315.0

1999 1776 318.0 3652 771.0 275 54.9 1323 2220 7025 1367.5

2000 1050 331 0 3764 7959 201 56 1 1432 236.9 7335 1419.0

2001 1944 344.0 3075 020.0 295 50.9 1540 251.0 7662 14747
Noloc

(11 Forerasttiom utility — 2 03

|2) OEtUorocnst Includes MniInnuskn Electric Association, Homer BlocInc Association and Seward Electric rotiuitomonls

[3] EWimaisincludodin AMI&P and CEA

Carper Valloy Eloctric Association (CVE A) totals not Includod. CVE A has indcntod (3/03) Itsgrowth will avorago two lo two porcont per year through 2001

AM1.W* « Anchorage Municipal Light A Powor
CEA - Chugnch Electric Assccialion

FMU « Fairbanks Municipal Utilities Systom
GVEA

1 CountyolAlnskn Power r\dvinislrnlion

- Goldon Valloy Eloctrc Association, Fairbanks Aren

Dec

ember 181/alInskn Construction & 0il 13



which will boost its power lines from 24
kV to 115 kV. In the design phase, the
project is scheduled to begin in spring
1984, hinging on an appropriation from
the Alaska legislature.

Existing single-pole transmission
lines are undersized for current loads,
resulting in excess voltage loss, and
hence, in energy loss. The current
transmission system also leaves little
roo»- for any industrial load expansion
at a time when Seward foresees
creased electrical demands from indus-
try.

A coal port to handle Usibclli coal
being shipped to Korea'’s coal-fired elec-
trical plants is scheduled to be built
next fall in Seward. A ship liftcurrently
is under construction and should be in
use by the sum merof 1984. The city also
is expecting ancillary industries to spin
off of these larger developments und an
accompanying increase in residential
energy demand.

Seward’s current peak loading is esti-
mated nt 5 MW, a figure which is pre-
dicted to increase to 20 MW over the
next 30 years. Ebasco Services Inc. cur-
rently isconducting a 30-year economic
and lond forecast to be used in desighing
the line and preparing construction
contractdrawings and documents.

To meetshort-term energy needs, the
city will have to rely on two of its three
stand-by diesel generators to supple-
ment the power it purchases from
Chugnch. The only power currently
generated by the city utility consists of
about 100 kW from a small hydro plant
for use by the local hospital.

In the Glennllen-Vnldez area, Cooper
Valley Electric Association (CVEA) has
no plans forimmediate capital improve-
ments. The system is powered by two
diesel units — one producing 10 MW in
Valdez and one producing 7 MW in
Glcnnllon — in the winter months and
the 12-MW Solomon Gulch hydro plant
in the summer. Glennllcn eurrently is
nut tied into the hydro facility and oper-
ates itsdiesel unitsyear-round.

Dan Tegeler, CVEA office manager,
hopes to see a transmission line built to
tie Glennllcn into the hydro system.
Rut no immediate plans or funding
exists.

Also in the future is the possibility of
installing a pressure-reducing turbine
which would tap the kinetic energy
from tim trans-Alaska pipeline, ter-
minating in Valdez, and convert it to
electricitj. Such nsystem would replnce
Valdez's aging and cxpensive-to-oper-
nlediesel turbines.

The Kkinetic conversion talks have
been held up by a lawsuit brought by

1a
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the City of Valdez in on effort to take
over CVEA. Tegeler said the case soon
will be dismissed, opening the door for
continuation of negotiations with the
Alyeska Pipeline Service Co. over using
the pipeline as a kinetic energy source.

Also in limbo is an Alaskn Power Au-
thority preliminary feasibility study to
determine the lowest long-range cost of
power for the area. The study, con-
ducted by Stone-Webster, tentatively
recommended a Silver Lake hydro
plant transmitting electricity to Cor-
dova and Valdez as the best of severnl
options. The Power Authority is re-
questing funding in 1984 to complete
the feasibility study.

Unlike most areas of the state, Cor-
dova's peak electrical loads occur dur-
ing the summer fishing season. The
summer peak for 1983 reached 4.5 MW
and is expected to climb to 5 MW in
1984.

About 1,200 Cordova area customers
ore served by the Cordova Electrical
Cooperative Inc. A demand growth rale
of between seven nnd eight percent n
yenr has necessitated construction of a
new power plant, which was about one-
third complete in late October. The
facility will increase CISC's current 7.5-

MW generating capacity to 10 MW in
time for next summer's fish processing
surge.

The $3-millinn project, funded with
money borrowed from the Rurnl Elec-
tric Association and the Nntional Rural
Utilities Cooperative Finance Corp.,
entails installing a new 2.5-MW diesel
unit and relocating an existing 2.5-MW
unit to the new power plant. The con-
tract is being performed by Hales Con-
struction & AssociatesofScattle.

Two units — 1.9-MW and 2.6-MW
Enterprise generators — will continue
to operate nt the existing Eyak Lake
plant, hut plans are to eventually phase
out these older units and replace them
with new unnttended-operntion mod-
els. CEC Manager Doug Bechtel said
the move would reduce staffing levels
and lower electricity rates.

Fnirbanks Aren

Fnirbunks area utilities also will ben-
efit from the Anchorage-Fairbnnks in-
tertie project currently under way.
While demnnd is growing — new con-
nects by Golden Vnlley Electric Associ-
ation increased from 1,075 in 1981, to
1,319 in 1982 nnd an estimated 2,000 in

Table 2
Junoau Area Net Generation and Peak Demand
System Nei MWH% Peak MW %
Generation Annual Demand Annual
Fiscal Year MWH' Increase MW Incronse
1970 58.266 12.4
9.5 11.3
1071 03,706 138
10.1 0.0
1972 70.255 149
7.0 4.0
1973 75,753 155
9.G 45
1974 03,059 16.2
13.9 9.9
1975 04,609 17.8
12.4 11.2
1976 106,296 19.0
5.6 3.0
1977 112,197 20.4
89 14.7
1970 122,218 23.4
9.2 -1.3
1979 133.457 231
7.2 134
1900 143,128 262
16.5 22.9
1901 166.700 322
21.7 29.2
1902 202,900 41.6
10.3"
1903(Ocl-Juno) 174,754 40.1
12.4 -3.6
1903 220,000™ 40.1

* Includes Alaska Eloctric Light & Powor and Glaclor Highway Eloctric Assoclalion solos and lossos

Incroasoovorsamo period In 1982
*" Eslimolo basod on nino monlhs'dala

t CourtesyolAlaska PowerAdministration



1983 — utilities generally feel their
generating capacities are adequate to
cover power needs into the early 1990s.

GVEA currently has agenerating ca-
pacity of 203 MW and expects peak
loading this year to reach 72.7 MW,
compared to a peal; load 0f 67.9 MW in
1982. Peak load estimates for 1984 are
77 MW.

Power for the cooperative’s 20,000
customers is generated with GVEA's
main base plant at Healy, which pro-
duces 25 MW from coal-fired turbines.
In addition, two diesel-driven gen-
erators each produce 65 MW at the
North Pole peaking plant nnd several
7.5-MW generators operate nt the Fair-
banks Vhendercnmplex.

While GVEA has no plans for large
capital improvements in the short-
term, the rising number of new con-
nects will require continual power line
expansions.

At Fairbanks Municipal Utility Sys-
tem (MUSj, which is interconnected
with GVEA nnd Fort Wninwright, the
maximum generating capacity is 63
MW achieved with four coal-fired,
steam turbines and two diesel turbines
for back-up nnd for peaking. The system
usually operates in the 30-MW to 50-
MW range, nnd peaked at 28.2 MW in

the winter of 1982-83. The utility ex-
pects a peak lond thiswinter of30 MW.

System growth due to new bousing
construction and commercial construc-
tion will require MUS to purchase an
additional 25-MW coal-diesel unit,
which will replace three 30-year-old
steam turbines with a combined capac-
ity of 17.5 MW. While the change will
not greatly enhance generation ability,
it will build more reliability into the
system.

Southeastern

The .Juneau area has experienced a
significant increase in peak demand
and energy consumption since 1980. In
the spring of 1983 local utilities were
required to furnish more than five mil-
lion kwh of diesel-generated electricity
to supplement power available from hy-
droelectric plants. According to the
Alaska Power Administration, a divi-
sion of the U.S. Department of Energy,
the need for this diesel generation is ex-
pectod to increase each spring as nren
reservoirs are drnwn down until addi-
tional hydro power is available from
Crater Lake.

An Alnskn Power Administration
study, "Juneau Area Power Market An-
alysis, Update of Load Forecast' " con-
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eludes that the Crnter Lake addition to
the Snettisham hydroelectric facility is
needed, since from 40 to 70 percent of
the project's output could be used the
first year on-line in 1987. Firm energy
from Crater Lake would be used by
1990 under a high-growth case, and by
1993 under a lower-growth scenario.

Construction of the Crater Lake proj-
ect, estimated to cost $70 million, is ex-
pected to be contracted by the Army
Corps of Engineers in the spring of
1984, with site construction beginning
in early July. Under this construction
schedule, the project would be on-line in
February 1987.

Expected generating capacity from
the addition is 27 MW, which repre-
sents a 60-percent increase in present
generating capabilities in the Juneau
area.

Crater Lake generating units will be
housed in the Snettisham power plant,
from which Juneau utilities draw the
bulk of their power. Snettisham’s cur-
rent generating enpneity is about 46
MW. In addition, Alaska Electric Light
& Power (AEL&P) owns small hydro
sites supplying about 6 MW. The pri-
vately owned utility added one diesel
unit this year to give it nine stand-by
diesel generators with a capacity of 17
MW.

Plans are to odd two to three addi-
tional diesel generators ayear to satisfy
the hydroelectric deficit which -cur-
rently exists. AEL&P nlso has re-
quested a 17.5-MW oil-fired gas turbine
which it would use strictly for stand-by
in the event of a loss of load at Snet-
tiahnin.

Potential hydroelectric sites beyond
Crnter Lnke would include Long Lake
Dam, Lake Dorothy, Sweetheart Creek
nnd Speel River, according to the
Alnskn Power Administration. AEL&P
has proposed a cooperative study to look
into fulu ? development of generation
facilities to ensure the best use of the
aren's hydro resourcet

Table 2 shows the o.inenu nren net
generation anr' peak demand nnd the
trend toward in rcased demand nnd de-
clining MW generation capacity.

In other Southeastern communities,
the State of Alnskn bns invested mil-
lions of dollars in hydroelectric projects
nt Swan Lake, Tyee Lnke nnd Terror
Lnke in an attempt to meet electrical
demands in the long-term. (See articles
Oor Southeastern hydro projects in this
issue ofAC&O.)

Electric power retains acommanding
role in the development of Alaska, and
will continue to spark construction ac-
tivity for the foreseeable future, o
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From the Editor

As M Q goes to press for this "Isse, the economy and the spring flowers
in Washington scent to match- a bit bedraggled as yet but looking hetlcr
than what we had a couple of months ago. Several of the indicators the
experts use to gauge the general health of the economy indicate that our
nation®s financial malaise is improving a bit. So we hope you can
breathe a tentative sigh of telief. put y ; r feet up on your desk and take
some time t enjoy an issue of MQ o* vhich lam inordinately proud!
Every writer has done a praiseworthy job and each article has immediate—
ly usable, readily acceptable idees.

To switch gears a bit, those members of the Management Services staff
who are in the field a lot have been comparing notes of late and several
of us have become aware of a tendency (hopefully one that is not conta—
gious) which might best he described as *"“thc-dooin-and-gloom-thcory-of-
rnanagemcnt”. To determine whether you or others around you may have
adopted this world view, ask yourself these questions: Have | (oramem —
ber of the staff or of the board of directors) made the following- or a
similar statement— recently?””""There"s no point in trying to communicate
with the members because they don™t care about the cooperative and will
Just complain no matter what." “There 3 no point in trying to motivate
employees because all they want is their paychecks and the union has our
hands tied anyway." "There®s no point in trying to give new idess to the
board because they never listen and they"re all living in the past.”

While any of these statements may be true in isolated instances, it is
certain that they are not as universally applicable as the doom and gloom
adherents would have us believe.

I"ve always found it fascinating that children can so essily build happy
worlds lot themselves— castles and spaceships and far-off places can be
conjured in the twinkling of an eye.

Although one of the tasks of becoming an adult is o leam lo live in the
real world, the process seems to have left many of us with the aility
fantasize only harmful outcomes and to act us ifthey had already happen—
ed. (""Vague premonitions of disaster” is the name stress management ex—
perts give to this tendency.) Perhaps it’s time that we look a cue front the
little people around us (and from some very credible licallh practitioners
us well) and began creating good menial scenarios for ourselves and the.
world around us. Whclher we choose to call this exercise positive think—
ing, good mental health hebits, meditation or some other form of "mental
centering”, people who use an upbeat, accepting way of processing reali—
ty seem t he highly succssful at creating the reality they wish to par—
ticipate in. ltwould be shortsighted ai litis point in our history to assume
that wishing will make our problems disappear, hut it surely will not help
1o abdicate our rightts and responsibilities by creating a world for
ourselves in which we arc ttally powerless to affect the outcomes.

June liostic Lime
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Is Bigger Better?

Ihc economic realities of the 1980's mandate that we take a fresh look at the
major objective of oar rural electric systems and determine whether there are
some other wa;{s of median it. This article is a very important one. It is the

result of some

engthy analytical efforts by CFC which clearly show the

economic advantages of merging some ofoar smaller systems. Would a merger
benefit your system? Only the thoughtful consideration ofthose most closely involved
can determine the answer and it may well be lime to examine the option.

By George King, Jr.

For many years there has been a great
deal of discussion among rural electric
program leaders regarding the advan—
tages of merger or consolidation of thf*
smaller REA-financcd electric distribu—
tion systems, or at lesst a consolidation
of certain functions into organizations of
sufficient si/e to take advantage of the
economies of scale inherent with higher
volume. 1do not know ofa single merger
study which has not shown cost savings
o the ultimate consumer iftwo or more
relatively small systems were consoli—
dated. Such consolidations can eliminate
duplication instaffing, equipment, head—
quarters fecilities, top management and
consullting services. Frequently, itcar
also result in long-term savings in dis-

George King is Director of Planning
and StatfServices at the National Itural
Utilities Cooperative Finance Corpora-
tion.

Irihulion plant, all of which can reduce
costs to the ultimate consumers. Yet. rel—
atively few mergers or consolidations

In thisarticlewe will explore some of
the pros and cons regarding the merger
of rural electric distribution systems in
the 19803, as compared to prior
decades.

Obviously, the leaders in the rural
electric program have long recognized
the economies possible from working to—
gether to accomplish, as a group, what
would have been iin,possibleor impracti—
cal to accomplish its individuals. In the
19.10%s, when few farms and rural homes
bad electric service, those people without
electricity generally recognized that it
was not practical foreach farmor home
ol buy. operate, ami maintain its own
small generating plant. T*»e costs asso—
ciated with the purchase and installation
of a plan:, with capacity adequate for
more than intermittent service fora few

NRHC'A Management Quarterly

lights and a radio, were too expensive.
After taking into consideration the addi—
tional expenses for fiel, oil, mainten—
ance, depreciation and replacerent, very
few decided itwas economical ly feasible
to irstall these “1igtt plants'.

Yet, by working together, rural resi—
dents organized REA-financed distribu—
tion systems, which are today providing
electric service t 10 million persons.
The key to the fessibility of these distri—
bution systems was then and istoday the
spreading of certain fixed expenses over
a wide base of consumers and KWh
sales. Certainly, REA*s low cost loans
were important, as v/crc non-profit oper —
ation, standardization of line materials
and designand REA tedmnical assistance.
However, the keystone in the fessibility
was the ability o take advantage ofecon—
omics of scalemade possible by consum—
ers joining together to spread costs over
a wider base.

The initial emphasis inthe 30 sand on
into the 40 Swas not somuch it creating
systems ofan '‘optimum'*sl/.c, as itwas
on creating systems with adequate size
to make the costs of service “feasible”
or "affordable" at that lime, and into the
immediate future.

Local control was considered to be a
special advantage. In the creation of al —
most every rural electric system, many
local people spent countless hours with—
out pay, calling on their neighbors to
"sell" the concept of creating an elec—
triccooperative, t “Signup™ each farm—
er asan “8pplicant”, tooollect a $5.00
membership fee, and t obtain an case—
ment to cross the farmer 3 land with
poles and wires. Neighbors were more
trustful of their friends, neighbors and
acquaintances, and thiscreated a tenden—
cy for smaller systems to be developed.

In the 19.105 the creation of more jobs
was also a major federal objective. The
goal of the REA program was not only to
help provide electric service in previous—
ly unserved areas, hut also to provide
jobs inmanufacturing the transformers,
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wire and mctcis, and the myriad of other
1tems necessary tohuild a system. At the
local leel, jobs were created in building
the linssand wiring the farmsteads and in
managing and operating the local distri—
bution system. All of these developments
were important in improving the nations
economic outlook in the years fol lowing
the “freat depression””. Again, optimum
size of the new systems was not a con—
sideration. The objective was to get the
Jjob done, not to determine the “fight”
size.

REA did recognize the need for more
than 3(X) or 3000 or even 30.(XX) con—
sumers to spread the costs associated
with owning and operating generating
plants and transmission grids. Very few
loans were granted for distribution sys—
tems to construct their own generating
plants. Inorder to spread the costs across
a wider base, generation and transmis—
sion cooperatives were organized by
groups of distribution systems to build
and operate these fecilitics.

Rural leaders across the nation also
recognized the need for spreading the
costs of such programs as job and safety
training and other educational and legis—
lative effortsover a wider base. As a re—
Ukt statewide organizations were estab—
lished. The National Rural ElectricCo —
operative Association (NRECA) and the
National Rural Utilities Cooperative Fi—
nance Corporation (CFC), along with
many regional supply organizations and
data processing centers were created,
each to fulfill a specific need, and each
based upon the concept of spreading of
the costs over awide base inorder to re—
alize economics of sttle.

For forty years or more following the
creation of the rural electric program and
most of the rural electric distribution sys—
tems. the individual systems continued
togrow innumber of consumers served,
miles of lire, and KWh sold. The effi—
ciency of their operations impiovcd with
thisgrowth. Although inflation has been
a factor for most of Ihc REA program3



history, the economics of scale achieved
by virtue of growth approximately offset
the effect of inflation, at lesst through
1973, and the systems were able t pro—
vide service with little change in their
electric rates. However, when the rate of
inflation reached the double-digit leels
of the early 1970 3, costs began to in—
crease much festerthan any normal econ—
omics of scale could offset.

Exhibits land Il show the Trends in
Total Operating Expenses for the com —
posite of all REA-financcd distribution
systems from 1962 thru 1981. Exhibit 1
excludes the cost of wholesale power and
thus shows the increases inefficiency for
the distribution systems alone. Exhibit
Il includes wholesale power costsand is
thus more representative of the con—
sumer®s view of his cost of electric
service.

Under the declining cost conditions
which prevailed uttil about 1970 to

1973, the consumers of most systems
were content with the operation of their
distribution systems, and therewas little
incentive for the consideration of mer —
gers. There was very litre dissatisfaction
with the quality of the electric service and
the rates charged. The systems Staffsen—
joyed steadily increasing wage lewels
resulting from the systems ~increased
avility to pay, inflation and increased
resporsibilities. Under these conditions,
most managers and directors had little in—
centive to consider changing long—
standing organizational patterms. Every—
one was happy: Why take any chances
on the uncertainties which could be coin—
cident with a merger?

However, later inthe 1970 $and con—
tinuing into the 80%s, and as far into the
future as we can now sec. the fulfillment
of management within electric systems
has been eroded by inflation at rates
greater than could he offset by increases
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in the systems™ efficiency or economics
of scale resulting from normal rates of
growth. First, there was the substantial
inflation in the interest rateson (he loans
to finance distribution plant extensions
and replacements. The increase inthe in—
terest rates for new generating plants has
been even more severe.

The oost of flel for the generating
plants has also been increasing, and the
rate of increase went out the ceiling fol—
lowing the OPEC ail embargo and the
deregulation of natural gas prices inthe
United Slates.

The cost of constructing new gener—
ating plants has also been increasing
steadily due to ordinary inflation in the
cost of labor and materials used, but es—
pecially due to the new federal and state
requirements to reduce the pollution of
the air and water, not simply toa reason—
able lewl, but to the maximum degree
afforded by the “State of the art ™ with

no consideration for the effect these
measures will have on the ultimate cost
o the consumers.

Management of electric systems has
been made more difficult by the need for
repeated retail electric rate increases nec—
essary to pay higher costs for trucks,
gasolire, labor, materials and especially
for wholesale power. The consumer 3
reaction t these "'excessive" rate in—
creases was to conserve in their use of
electricity which, intum, requires addi—
tional rate increases in order to realize
sufficient revenues to cover the fixed
costs of owning the required fecilities,
while sellinga lower volume of KWh*s.

It would be foolhardy to suggest that
the merger or consolidation of systems
into larger unitswould offset dl these in—
creased dfs. However, ata time when
member dissatisfaction with rapidly in—
creasing rates is rampant, itwould seem
appropriate to explore all possible ways

EXHIBIT 1l

TRENDS IN TOTAL OPERATING EXPENSES

TIME
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to limit the need for rate increases as
much as possible and thus minimize con—
sumer dissatisfaction and conservation,
which only serves to compound the prob—
lem. from the point of view of the dis—
tribution system.

Merger Statistics

For adecade or more Ihave explored
various approaches to quantify the poten—
tial savings possible from the merger of
two or more electricdistribution systers.
A wealth of actual cost titini Isavailable
in the REA Annual Statistical Reports
and this data has served as the base for
my studies. The problem is inconverting
the (laid to useful information.

Each year since 1974 | have run the
CFC Key Ratio Trend Analysis t ex—
tract. among other things, the trends of
various expense ratios as posted by the
more than 900 REA-financcd electric
distribution systems. For the purposes of
the merger studies Ihave concentrated on
ihc fol lowing two ratics of the 39 includ—
ed in the KRTA:

1 Administrative And General Ex—
penses (Expressed as a percent of
Total Utility Plant)

2. Total Operating Expenses Less
Powct Costs (Expressed in Mills
per KWH sold)

The logic is that most savings which
can be realized in the short-term (one
three years) would tend to be charged to
Administrative and General Expenses.
Over the long-term, (five 1o ten years)
savings should be realized inmany addi—
tional aress, so we look to Total Oper —
ating Expenses.

Wholesale power costs are normally
subtracted out of Total Operating Ex —
penses. since it isunlikely that the cost
of wholesale power could be reduced ap—
preciably as the result of a merger.

Inone facet of the KRTA, all distribu—
tion systems were divided intoone of 11
groups, depending upon the number of
consumers they served, and the expense
ratios of the systems ineach group were

then sorted into descending order to de —
termine the median ratio value for each
size group, which was taken us represen—
tative of the costs for systems in that size
group.

The actual median values for each size
group were then smoothed by substi—
tuting values as computed from a formu—
la derived by lesst squares techniques
from the actual values. Table 1 shows
the median data-points for Administra—
tive and General Expenses for each of
the years from 1975 thru 1981, together
with “@&djusted”” values as computed
from the formula derived as the best
“fit” "of the actual values. Table 2 shows
the same data for Total Operating Ex—
penses Less Wholesale Power Costs.

The data shown on Table Ican be bet—
tervisualized by reference toGraph 1, in
which one can see how sharply the me —
dian expense values for 1981 fall from
4.62% (of Total Utility Plant) for sys—
tems in the 0 t 1,000 consumer size
group t02.88% for systems inthe 9.000
10 12,000 size group, and then decline
more slowly to2.42% for systems in the
30,000 and over consumcr-sizc group.

Graph [l shows the same data for
1981. but points and the best-fit curve
have been added to show data for the
year 1975. Graph [l shows the 1975
and 1981 actual data points and the best-
fitcurves for Total Operating Expenses,
less wholesale power costs.

Ifyou examine Graphs Iland Il care—
fully, you will note a considerably great—
er increase from 1975 t 1981 in the
adjusted expense ratics for the smallest
sizc-group as compared to the largest.
For example, on Graph 3 the Total Oper —
ating Expenses for the smallest sire-
group went from 14.08 mills per KWh in
1975 t© 2°>.42 mills in 1981, while the
comparable value for the largest sizc-
group increased from 8.26 mills to 10.87
mills over the same time span.

In order toshow thismore clearly, we
rearranged the adjusted values from
Tables 1and 2 into time series for each

NRECA Management Quarterly
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to limit the need for rate increases as
much as possible and thus minimize con-
sumer dissatisfaction and conservation,
which only serves to compound the prob-
lem, from the point of view of the dis-
tribution system.

Merger Statistics

For adecade or more | have explored
various approaches to quantify the poten-
tial savings possible from the merger of
two or more electric distribution systems.
A wealth of actual cost ilam is available
in the REA Annual Statistical Reports
and this data has served as the base for
my studies. The problem is in converting
the (lulti to useful information.

Each year since 1974 | have run the
CFC Key Ratio Trend Analysis to ex-
tract. among other things, the trends of
various expense ratios as posted by the
more than 900 REA-financcd electric
distribution systems. For the purposes of
the merger studies | have concentrated on
the following two ratios of the 39 includ-
ed in the KRTA:

1. Administrative And General Ex-
penses (Expressed as a percent of
Total Utility Plant)

2. Total Operating Expenses Less
Power Costs (Expressed in Mills
per KWH sold)

The logic is that most savings which
can be realized in the short-term (one to
three years) would tend to be charged to
Administrative and General Expenses.
Over the long-term, (five to ten years)
savings should be realized in many addi-
tional areas, so we look to Total Oper-
ating Expenses.

Wholesale power costs arc normally
subtracted out of Total Operating Ex-
penses, since it is unlikely that the cost
of wholesale power could be reduced ap-
preciably as the result of a merger.

In one facet of the KRTA. all distribu-
tion systems were divided into one of 11
groups, depending upon the numbecr of
consumers they served, and the expense
ratios of the systems in each group were

then sorted into deseending order to de-
termine the median ratio value for each
size group, which was taken as represen-
tative of the costs for systems in that size
group.

The actual median values for each size
group were then smoothed by substi-
tuting values as computed from a formu-
la derived by least squares techniques
from the actual values. Table I shows
the median data-points for Administra-
tive and General Expenses for each of
the years from 1975 thru 1981. together
with "adjusted” values as computed
from the formula derived as the best
' fit” of the actual values. Table 2 shows
tl.e same data for Total Operating Ex-
penses Less Wholesale Power Costs.

The data shown on Table 1can be bet-
ter visualized by reference to Graph I. in
which one can sec how sharply the me-
dian expense values for 1981 fall from
4.62% (of Total Utility Plant) for sys-
tems in the 0 to 1,000 consumer size
group to 2.88% for systems in the 9.000
to 12,000 size group, and then decline
more slowly to 2.42% for systems ir. the
30.000 and over consumer-sizc group.

Graph w shows the same data for
1981, but points and the best-fit curve
have been added to show data for the
year 1975. Graph Ill shows the 1975
and 1981 actual data points and (he bcst-
Jit curves for Total Operating Expenses,
less wholesale power costs.

Ifyou examine Graphs Il and 11l care-
fully, you will note a considerably great-
er increase from 1975 to 1981 in the
adjusted expense ratios for the smallest
sizc-group as compared to the largest.
Forexample, on Graph 3 the Total Oper-
ating Expenses for the smallest sizc-
group went from 14.08 mills per KWh in
1975 to 29.42 mills in 1981, while the
comparable value for the largest sizc-
group increased from 8.26 mills to 10.87
mills over the same time span.

In order to show this more clearly, we
rearranged the adjusted values from
Tables 1and 2 into time scries for each

NRECA Management Quarterly
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ACTUAL AND SIZE ADJUSTED MEDIAN RATIO VALUES

for

TOTAL OPERATING EXPENSES (LESS WHOLESALE POWER COSTS)-KRTA RATIO 20

(EXPRESSED IN MILLS PER KWH SOLD)

MEDIAN EXPENSE RATIO BY

*T*E RANGE

Year Under 1.000 2.500 4.000 6.000 9.000 12.000 15.000 20.000 25.000 30.000
to to to to to to to to to to and
1.000 2.499 3.999 5.999 8.999 11.999 14 999 19.999 24 °99 29.VW Over Vail
Mhl point <00 1.750 3.250 5.000 7.5Q0 o' JVI 13.: 00 17.500 22.500 27.500 45.000
1975 Actual 15.57 11.34 10.12 10.13 10.41 10.14 1C.16 9.31 9.24 8.60 8.25
Adjusted 14.08 12.14 11.28 10.72 10.22 9.82 9.53 9.24 8.97 8.76 8.26 .870
1976 Actual 14.93 11.42 9.88 10.13 10.41 9.96 10.24 9.49 9.09 9.21 8.65
Adjusted 13,51 11.89 11.16 10.69 10.25 9.91 9.66 9.41 9.17 8.98 8.54 .840
1977 Actual 15.49 11.94 10.74 10.79 10.47 10.38 10.53 9.51 8.71 9.02 8.71
Adjusted 14.49 12.48 11.60 11.02 10.50 10.09 9.79 9.49 9.2! 899 8.48 .920
1978 Actual 16.43 12.12 11.03 11.05 11.08 10.98 10.97 9.77 n 9.17 9.01
Adjusted 15.39 13.22 12.26 11.64 11.08 10.64 10.32 10.90 970 9.46 8.91 .920
1979 Actual 18.48 12.95 11.47 11.92 11.95 11.87 11.67 10.89 11.23 10.03 10.15
Adjusted 16.14 14.05 13.12 12,51 11.96 11.52 11.21 10.89 10.59 10.36 9.81 .800
1980 Actual 21.28 13.66 12.96 13.03 13.01 12.64 12.14 11.44 11.17 10.4L 10.05
Adjusted 18.60 15.61 14.31 13.47 '2.73 12.14 11.72 11.30 10.91 10.61 9.90 .870
1981 Actual 24.39 13.68 14.64 15.14 13.97 13.15 13.62 12.38 12.60 11.30 11.24
*Adjusted 20.42 17.13 15.71 14.79 13.97 13.33 12.87 12.41 11.98 11.65 10.87 .780

NOTE: Tinformula wasfoundfor the curve (with theform of Y = A Xtt) which bestfit the actual data pointsfor each year's datet. The adjusted va
wantcomputedfrom the derivedformula. Vic r ' (coefficient o fdetermination) indicates the quality o fthe Jit, with I * = 1.00 indicating a perfectjit.

NCCA
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consumer sizc-group. These values, ad-
justed by the formula for the best curve-
fit. are plotted on Graph IV and Graph
V.

Conclusions

On Graphs IV'and V we can clearly
sec that not only are the unit costs of op-
erating a small system higher than for
‘argcr systems, but the rate of increase
with time is considerably greater for
small systems.

Administrative and General Expenses
for the smallest sizc-group were 65.6ft
greater than for the largest sizc-group in
1975 and 86.7ft higher in 1981. If they
continue to increase at the same rates, the
smallest group's costs will be 116ft
greater than the largest systems costs by
1991.

Total Operating Expenses (less power
costs) for the smallest size-group were
60.1ft higher than similar unit costs for

the larges; size-group in 1975. 84.2ft
higher in 1981 and projected lobe 106ft
higher by 1991.

At best, the cost of electric service is
skyrocketing, due to many causes. The
consumers react in many ways, including
conservation in their use of electricity
and a retreat to alternative sources of
energy such as wood-burning stoves and
solar water heaters. This reduces the vol-
ume of KWh sales over which the system
spreads the fixed costs on the facilities
built to make electric service available.
This reduced volume only creates the
need for additional rate increases.

Potential short-run savings computed
to result irom the merger or consolida-
tion of one or more "typical" systems
in the 100 to 2500 consumer size-group
to create a system in the 30.000 or larger
sizc-group could statistically be $44.00
per consumer per year front Administra-
tive and General Expenses alone.

GRAPH 111

TOTAL OPERATING EXPENSES

LESS WHOLESALE POWER COSTS

5000 IO(MH) 15000

20000 25000 30000 35000

1981 ACTUAL VALUES
1981 BEST CURVE-FIT
1975 ACTUAL VALUES

40000

Potential savings in Total Operating
Expenses are computed at S93.31 per
consumer per year in the short-run and
per $201.77 consumer per year by 1991.
These calculations assume 5% per year
growth in KWh sold and 2.75ft per year
growth in the number of consumers
served.

GRAPH

From the "average consumer's” view-
point (from a purely financial stance), it
would be difficult to defend a board's re-
luctance to consider merger, considering
the potential savings from merger and the
growing concern over continuing in-
creases in the cost of electric service.

v
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GENERAL EXPENSE
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EXPENSE RATIO—MILLS PER KWH

GRAPH V
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Ifno other values were to be consider-
ed, the financial health and viability of
the RE program would likely be better if
we entered the 1990's with a smaller but
more efficient group of larger distribu-
tion systems serving the area and con-
sumers now served by over 900 systems.
Distasteful as this might be to managers,
members of the boards, auditors, attor-
neys and key members of the staff who
might face considerable uncertainties
during the merger and readjustment per-
iod, a merger should be preferred to an
attempted sellout.

THE OTHER SIDE of the proposi-
tion has many good points for considera-
tion! First, there has always been consid-
erable “‘laborof love" among the direc-
tors. managers, board members and key
staff of the smaller electric systems.
There scents to be a greater sense of
pride in being an integral part ofa small
organization which is vital to the "home
town" As the organization grows and the
individuals become a smaller part of the
whole, the sense of importance and pride
diminishes somewhat and individuals
tend to demand other forms of compen-
sation to replace the values lost.

Rural people were not generally pleas-
ed with the forced consolidation of the
rural schools into county school systems.
The economies which were promised
either did not conic about, or were lost

n the increases in costs caused by inlla-
ion and additional layers of bureaucracy.

Many small rural communititics are al-
ready suffering from being by-passed by
the interstate highway system and the mi-
gration ofjobs and people and services to
metropolitan areas. A reduction in pay-
roll n;sulting from a reduction in or a re-

Spring 1983

location of, the local RE system’s opera-
tion would have an important effect on a
small community which may now con-
sider the RE system one of its largest
payrolls.

The economics of scale obvious from
the study of existing systems in different
size groups cannot be achieved immedi-
ately following a merger. In all probabil-
ity, costs would even be higher in (he
first year as a result of the costs of ac-
complishing the merger, and a degree of
confusion would exist as all the people
involved become accustomed to different
roles and diffcicnt procedures.

Individuals would undoubtedly be ap-
prehensive for their future, and may re-
sent their new title, assignments, and
supervisors. Ifthis doubt and uncertainty
and apprehension is allowed to build
within the staff, they can cither con-
sciously or subconsciously sabotage ef-
forts to effect economics and truly
"merge" the organizations into one.

Although much of the savings from
merger must result from the elimination
of duplication injobs, it is essential (hat
the people involved have assurance that
their careers will not suddenly end and
that the vested interest of loyal, capable,
dedicated employees will not be ignored
simply in order to pursue economics of
scale. To a large degree, elimination of
duplication must result from attrition. In
other words, it must be a process of evol-
ution, not revolution.

In addition to all its other problems,
it appears that the management of many
RE systems must Itxik forward to solving
the dilemma of "to merge or not to
merge" or "how to successfully merge"
in the 1980's.
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JOICE T MEA

What is a “G&T”? What does it mean to me, the
aiverage consumer? Where is MEA going to get elec-
tricity for our members? What say does MEA have
o'ver our power supply? What will it cost—or will it
lower my electric bill?

These questions need to be asked by all the consu-
mers in south central Alaska—and the factual
answers to these questions need to be given to the
public by the management and boards of directors of
all\the utilities in the region.

N.tatanuska Electric Association—and its Board of
Directors, its Member Advisory Committee and its
management staff—the whole organziation has very
carefully examined this MaJ0l issue from every
anghe. We have Home answers, and we want'our
mem'ibers to know what they are.

A “G&T” is a Generation and Transmission Co-
operative. It is a special kind of utility organization,
which has as its only purpose to provide power genera-
tion and the high voltage transmission of that power
into each iocal utility’s power lines—into each utili-
16—March 10S4—Code &S !

ty’s electrical distribution system. 1}> 'T

VThe “G” in “G&T"” is for Generation ar dthe “T"” is
for Transmission. This special kind of utility organi-
zation is also called a Cooperative, because its
members arts each local utilities cooperatlng together,'
planning together, deciding together, building
together anti maintaining together the power gener-
ating plants and the high power transmission iines .,
coming from those plants into each local utility sys-
tem, which are necessary to meet the electricity needs m
of consumers. ”

Why shouldn't each individual utility “do its own
thing,”-build its own power plants and transmission »
lines? Utility rates could skyrocket! Decades ago in
this country, both lending institutions and govern-
ment agencies came to the solid conclusion that elect-_
ric consumers would not be able to pay the price Ofl
duplicated and unnecessary electrical plants being"z-y
built side by side by competing private electric utilK V,
tieB. A new 60-megawatt gas turbine generating sef )\
costs about $20,000,000 today. Today, it is still tru#.;



ight, the Beluga generatin
fgtion. Je 0 J

Opposite: A new transformer is
\stalled at a substation.

hat it is cheaper for our consumers, for all consu-
ners, if utilities jointly purchase just the amount of
lower generating supply that is needed to meet con-
iumerB’ needs, with an appropriate reserve supply,
ather than each utility building its own power
ilants. Years ago in south central Alaska, the federal
(overnment, through the Rural Electrification
Vdministration (REA) decided only Chugach Electric
\ssociation would be given loan funds to build G&T
plant, and that they would sell power wholesale to
MEA and Homer Electric Association (HEA) down
m the Kenai Peninsula, as well as providing power to
heir own consumers. That arrangement, stands
oday.

Unfortunately, that “arrangement*' leaves MEA
ind HEA OUT of the big decisions about new ganer-
ition and transmission facilities. Those BIG deci-
lions can cost our consumers more on their monthly
ilectric bill, or less, depending on whether or not the
{as turbine generating unit purchased is a reliable
init. We want to be at the decision-making table, on
behalf of our consumers’ best interests, when those
decisions are made. A Generation and Transmission
Cooperative would have a Board of Directors making
lhose nJllions-of-dollars-worth of decisions, which
would include representatives from each local partic-
ipating utility. Now we pay and have no say at the
table where those decisions are made... by Chugach
Electric Association.

In total fairness, Chugach has made some good
decisions for us. We have enjoyed the benefit of some
very inexpensive gas which runs Chugach turbines
across Knik Arm, because Chugach negotiated those
cheap gas contracts in past years. Our wholesale
power rate has been leps because of that decision. On
the other hand, other decisions were made on the last
couple of generating and transmission projects
which we believe may have made our wholesale
power rate a little higher than it need have been.
MEA had no Bay in either set of those decisions on
behalf of our members. A G&T, with Chugach,
Matanuska and Homer Electric Associations as

members, would put all the cooperatives in that
decision-making process.

The three REA cooperatives all believe that some
sort of regional generating and transmission orgni-
zation should be formed. MEA and our sister i«<K>p,
HEA, believe\\tshould be a G&T. REA, itself, believes
that a G&T should be formed, as they have been
formed and functioning for years, among and
between REA distribution cooperative utilities :in the
South 48. Ant HEA believes that an Alaskan G&T
should include Chugach, as well as the generation
and transmission plant they have built to meet the
needs of Chugach, MEA and HEA, with loan® from
REA and which w9have all helped pay for.

The bottom ||ne, 3ndollars and cents to the average
residential consumer based on Chugach’'s most
recent rate increase filing, would be an immediate
average annual savings on their electric bills of
approximately $55 for thgjQhugach member, $60 for
the HEA member &nd*$75)for the MEA member.
These average annual savings are based upon the
fact that a potential reduction in revenue require-
ments from electric rates of $7,600,000 could be saved,
if Chugach putits generating and transmission facil-
ities into a G&T. These savings are based on lower
interest coverage required for a G&T than for a Dis-
tribution Cooperative, as which Chugach is classified
now by REA. The interest coverage level required to
be collected from consumers has always historically
been significantly lower lor a Generation and
Transmission Cooperative, than for a Distribution
Cooperative. While pome observers expect both those
interest coverage levels to be increased by the federal
government, nearly everyone acknowledges that
there will likely be savings for oonsumers ifa G&T is
formed, especially in the immediate future.

“This may be the most important decision MEA
has faced in the last ten years," announced MEA'’s
Manager of Administration, John Parker, at the
January meeting of our Member Advisory Commit-
tee. We agree. In our next issue of Ruralite we wirl
have more about the G&T Cooperative issue.

Code 33—March 1984-17



APRIL 12, 1994

T0: JOHN
FROM:  KEN
RE: HB 475 APPROPRIATING 800 MILLION DOLLARS TO THE THE

ALASKA SOUTHCENTRAL ELECTRIC COOPERATIVE,

HOUSE BILL 475 MAKES AN APPROPRIATION TO THE DEPARTMENT
OF COMMERCE AND ECONOMIC DEVELOPMENT FOR PAYMENT AS A
GRANT TO THE ALASKA SOUTHCENTRAL ELECTRIC COOPERATIVE,
THE MONEY WOULD BE USED BY THE COOPERATIVE TO DISCHARGE
ALL THE DEBTS OF THE COMPANIES, ASSOCIATIONS AND COOPERA-
TIVES THAT MERGED TO FORM ONE UTILITY.

QUESTIONS:

1. HOW WAS THE FIGURE 800 MILLION DOLLARS ARRIVED AT ?

2. WHAT ARE THE ADVANTAGES TO MERGING ALL UTILITIES IN
THE RAILBELT AREA ?

3. WHAT TYPE OF STUDIES DO YOU HAVE TO SUPPORT THESE
ADVANTAGES ?

4. HAVE YOU HAD A MANAGEMENT PLAN LAYED OUT THAT WOULD
SHOW EFFICIENCY YET SAVE THE CONSUMER MONEY ?



5. WHY WOULD THIS MERGER PROPOSAL BE BETTER FOR CONSUM-
ERS THAN ANY OF THE OTHERS PROPOSED FOR UTILITIES IN THE
RAILBELT AREA ?

6. WITH 800 MILLION DOLLARS THE STATE COULD ENSURE THE
CONSTRUCTION OF THE WATANA PHASE OF THE SUSITNA PROJECT.
DO YOU FEEL THE MERGER IS MORE IMPORTANT THAN SUSITNA ?

7. IN THE PAST/ THE MERGING OF SMALL UTILITIES HAS RESULT-
ED IN SAVINGS FOR THE CONSUMER. BUT IN THE MERGER OF
LARGE UTILITIES THIS IS NOT ALWAYS THE CASE. WHY DO YOU
THINK SUCH A LARGE MERGER WOULD WORK IN THE RAILBELT



Rep. Tern- Marlin
Pouch V-Siatc Capiiol Bldg.
Anchorage. AK 9911

wAlaska’s Rapid Population Growth

Increases BecfecrPoWerDemardshM

AAlthough percapita energy con-
sumption by Alaskans has not in-
creased drtmatically in this decade, the
demand for electricity has risen due to
unprecedented population growth. The
precise demand for electricity in the
long-term future continues to evade
planners, hut they ore certain that Rail-
belt electrical requirements will con-
tinue togrow ata healthy rate.

A 20-year energy and peak load fore-
cast summary compiled by the Alaska
Systems Coordinating Council (ASCC)
for the Rnilbelt (see Table 1) estimates
peak energy usage will iump from 627.8
MW in 1983 to 1,474 MW in 2001. Con-
siderable disagreement surrounds the
peak load forecasts, which aie invnlu-
nble in planning electrical generation
needs.

One argument is the peak load fore-
casts indicate that the proposed $5.5-
billion (estimated 1983 dollars), 1,600-
MW Susitnu hydroelectric project is too
large. Another cnmp argues the power
projections arc unrealistically low.

In either case, at least some growth in
demand is certain, and utilities will
continue to be active users of construc-
tion services through the nextdecode.

Anchorage Aren

SouLhcentral Alaska, particularly
the Anchorage area, has exhibited
phenomenal population growth in the
first three yenrs of the 1980s. The
growth has spurred revised peak load
forecasts nnd provided the impetus for
large eleclricnl construction projects.

According to the ASCC forecast, An-
chorage Municipal Light and Power
(ML&P) generated 663 gigawatts (1
GW = 1,000 MW) in 1982. Energy con-
sumption by the publicly owned utility
is expected to reach 717 GW this yenr
nnd 786 GW in 1984. Table 1 shows
similar energy usage increases through
theyear 2001.

Peak loads this winter at ML&P are

t"eEBOAVID

expected to reach between 130 MW and
140 MW, compared to the peak last
winter of 126 MW. (Peak loads are very
wer.cher-sensitive, surging during
periods of extremely cold tempera-
tures.) By the year 1991, peak loads will
nearly equal the utility’s current total
generating capacity of 253 MW, which
includes 16 MW of power purchased
from the Alaska Power Authority’s Ek-
lutna hydro facility.

ML&P currently has more than 100-
MW reserve cupacity, n hefty 80-per-

‘ML&P’s 80-percent
reserve capacity
IS not excessive
for Anchorage.’

cent reserve enpneity. From n national
perspective, the reserve is extremely
high, but in Anchorage, where the
largest unit produces 100 MW, the re-
serve is not excessive. The loss or fail-
ure of ML&P’s largest unit at peaking
periods would annihilate its reserve
generating enpneity.

A $122.5-million, 170-mile electrical
intertie between Anchorage nnd Fair-
banks utilities will help to preserve An-
chorage’'s generating reserve during
peaking, while enabling Fairbanks
men utilities to draw from Anchorage’s
cheaper gas-fueled power. The project,
sponsored by the Alaska Power Author-
ity, is under construction and scheduled
for completion in December 1984. (See
November 1983 issue of AC&O for a
complete reporton the Anchorage-Fair-
banks intertic project.)

The municipality currently operates
seven main generating units — four
simple-cycle combustion turbines, two
of which are dicsol-fired, nnd two com-
bined cycle units which work in concert
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with one steam turbine running ofT of
waste heat. ML&P iB considering the
installation of an additional 80-MW
plant next spring at * nominal cost of
$16 million, if a contract for sale of ex-
cess power can be arranged with
Chugach Electric Cooperative Inc.

Chugach, which serves nearly 50,000
Anchorage area customers compared to
ML&P’s 19,000 center city customers,
has a greater immediate need for
energy. | nder the arrangement being
negotiated, Cbjgach would buy excess
production from the new ML&P plant
until the latter utility required the gen-
eration to meet its customers' needs.
While Chugnch and ML&P could mutu-
ally benefit from such nn arrangement
— Chugnch would hove additional
power without up-front capital costs,
while the municipality could reduce its
capita! costs by selling power — both
utililies are prepnred to proceed nlono if
on agreement is not reached.

ML&P would install the plnnt in
1985 instead or 1984 without n pur-
chase agreement from Chugach. And
the cooperative is pursuing plans to
purchase ML&P new generation nnd to
build its own new unit on a parallel
track. Chugnch, whirh pegs the total
project cost at $26 million, would proba-
bly install a new unit at its Beluga sta-
tion, near its cheapest sourer of gas
from the Beluga field.

Chugach Electric also is planning to
increase its generation by another 40
MW with a new unit at Bernice Lake.
The $17-million project would include a
new gas-driven turbine nnd 21 miles of
115-kV transmission line from the
Nikiski plant to a Soldotnha substation.
The transmission line p rtion of the
contract is estimated to cost between $7
million and $8 million. The Bernice
Lake unit is scheduled for installation
in 1984.

In 1986-87, Chugnch is planning to
boost its genciation further by adding



<X uro*

two more units — an 80-MW unit at its
Beluga station and a 40-MW unit at
Bernice Lake. Specifications and site
plans for the projects are being de-

trical generating unit at its main plant,
for 1984. According to Tom Stahr, gen-
eral manager of ML&P, the utility blbo
has a four-million-gallcin fuel-oil stor-

mounting energy needs. But with the
proposed Susitna hydroelectric project
still hanging and the inability to pre-
cisely predict long-term energy de-

veloped. age facility on the drawing board for mands, the distant future is more un-
The increased generating capacity possible construction in the next few certain”-
will help Chugach meet ASCC's years. *7 Is aimed at impro
forecasted energy demand of 2,304 GW Additional Chugach improvemenmtssVii : R B
in 3987. Table 1 indicates the coopera- include a complete upgrade of its Be-: xli itrgec ¢cf Chugach and
tive's energy generation climbing from Juga station transmission lines to 230 *believesthe proposal;
1,765 GW in 1982, to 1,854 GW in 1P83, kV over the next three or four years study. A merger could
to 1,966 GW in 1984, to 2,079 GW in The project, which will boost the cur >60 million in savings to;,
1985, and t0 2,192 GW in 1986 rent 115-kV line from Anchorage to the ~avoiding duplications”™
The two Anchorage-based utilises Kenai Peninsula, likely will involve a f planning capabilities,’;
also are undertaking major transmis- submarine cable crossing of Tumagain act'syboatd of directora*
sion line wupgrades this year. Al! Arm. aCC%)htU%te c00 e_rat,lve,.
Chugach-MJ~&P  35-kV  transmission In addition, the cooperative is planJ gmcn%_t e two utjfitie *
lines will be boosted to 115 kV by the ning two new bulk power substations in ‘Orga |Zat|0n Unt| Suc )
end of 1983. The improvements also en- Anchorage — one in the western end of
tail modifying the lines into a loop sys- the city near Anchorage International
tem to give all substations two-way Airport and one in east Anchorage at Wey, dirertoi- of government and
feed. The utilities have been intercon- University Substation. Within the next inmmental affairs for Chugach'. V- t
nected in the past, but the recent trans- five years, Chugach is planning an up-
mission upgrades will build extra relia- grade of its radial transmission lines to
bility into both systems. 138 kV in South Anchorage's Huffman Southcentral
M1.&P will spend about $14 million Road residential area. The City of Seward, which purchases
in capital improvements this year, nnd For the immed'nte future, the two the bulk of its power from Chugnch
has budgeted $36 million, including utilities are confident they will keep Electric, is planning an estimated $10-
$16 million for the proposed new elec- pace with Southcentral Alaska’'s million transmission line upgrade
Table 11
Alaska Systems Coordinating Council
20-Year Energy and Peak-l.oad Forecast Summary
Rallbelt Utilities
Rallbelt
AMLA4P|1) CEA|1]|2) FMU|1] GVEA|1] Total (3]
Winter Winter Winter Winter Winter
Energy Peak Energy Peak Energy Peak Energy Peak Energy Peak
Year (OWH) (MW) (GWH) (MW) (GWH) (MW) (GWH) (MW) (GWH) (Mw)
1982 663 130.0 1765 372.3 141 28.2 360 67.9 2929 598.4
1933 717 1400 1854 384 1 147 29.3 387 74.4 3105 627.8
19P4 786 152.0 1966 408.4 113 30.5 416 01.4 3321 672.3
1935 314 162.0 2079 432.7 nn 32.2 447 89.2 3531 716.1
1330 915 1740 2192 457.0 ms 32.9 480 97.7 3752 761.6
1987 986 186.0 2304 481.3 153 33.6 516 107.0 3974 007.9
1988 1053 197.0 2417 505 6 172 34.3 558 113.7 4200 850.6
1989 1126 209.0 2530 529.8 175 35.0 603 120.9 4434 894.7
1990 1200 210 2642 554 1 183 36.5 653 120.5 4678 940 1
1991 1270 232.0 2754 5783 190 380 706 136.6 4920 904.9
1992 1322 241.0 2867 602.5 198 395 764 145.3 5151 1028.3
1993 1375 251.0 2979 626 8 206 41.1 826 154.4 53B6 1073.3
199-1 1131 2610 3091 651.0 214 42.8 894 164.1 5630 1(18.9
1995 1«C9 272.0 3203 6752 225 45.0 967 174.5 5884 1166.7
1996 1543 203 0 3315 699 3 237 47.3 1046 185.5 6147 1215.1
1997 1621 294.0 3428 723.5 249 49.7 1131 197.2 6429 1264.4
1998 1697 3060 3540 747.7 262 523 1223 209 6 6722 1315.6
1999 1775 318.0 3652 771.8 275 54.9 1323 222.8 7025 1367.5
2000 1858 3310 3764 795.9 281 56 1 1432 2369 7335 1419.9
2001 1944 344.0 3875 820.0 2% 58.9 1548 251.B 7662 1474.7
Note*:
(1) Forecastbon utility — 2 03
(2) CEA lorccaslincludes Matanunkn Elecinc Association, Hornor Eloctnc Association Bnd Soward Electric roquiromBnis
(3) Eklulnaisincludedin AMLSP and CEA
Copper Valley Elecinc Association (CVEA) totals not Included. CVEAhas indicated (3'S3) its growth will averago two to live porcont per year ‘hrough 2001
AML&P » Anchorage Municipal light 8 Power
CEA <« Chugnch Elecinc Association .
FMU - Fairbanks Municipal Utilities System Kt P- mrr}"Martin
CVEA - Golden Valley Electric Association, Fairbanks Aroa Pouch v-sialC Capitol Bldg,
1 CourtesyolAlaska Power Administration Anchorage, AL 9911
December IH831 Alnsko Construction & Oil 13



which will boost its power lines from 24
kV to 115 kV. In the design phase, the
project is scheduled to begin in spring
1984, hinging on ar. appropriation from
the Alaska Legislature.

Existing single-pole transmission
lines are undersized for current loads,
resulting in excess voltage loss, nnd
hence, in energy lose,, The current
transmission system also leaves little
room for any industrial load expansion
at a time when Seward foresees in-
creased electrical demands from indus-
try.

A coal port to handle Usibelli coal
being shipped to Korea's coal-fired elec-
trical plants is scheduled to be built
nextfall in Seward. A ship liftcurrently
is under construction and should be in
use by the summer 0f1984. The city also
is expecting ancillary industries to spin
offof these larger developments and an
accompanying increase in residential
energy demand.

Seward’s current peak loading is esti-
mated at 5 MW, a figure which is pre-
dicted to increase to 20 MW over the
next 30 years. Ebasco Services Inc. cur-
rently is conducting a 30-year economic
nnd load forecast to be used in design ing
the line and preparing construction
contractdrawings and documents.

To meet short-term energy needs, the
city will have to rely on two of its three
stand-by diesel generators to supple-
ment the power it purchases from
Chugach. The only power currently
generated by the city utility consists of
nbou' 100 kW from a small hydro plant
for use by the local hospital.

In the Glennllen-Vnldcz area, Cooper
Valley Electric Association (CVEA) has
no plnns for immediate cnpitnl improve-
ments. The system is powered by two
diesel units — one producing 10 MW in
Valdez nnd one producing 7 MW in
Glcnnllen — in the winter months nnd
the 12-MW Solomon Gulch hydro plant
in the summer. Glenallen currently is
not tied into the hydro facility and oper-
ates itsdiescl unitsyear-round,

Dan Tegeler, CVEA office manager,
hopes to see a transmission line built to
tie Glenallen into the hydro system.
But no immediate plnns or funding
exists.

Also in the future is the possibility of
installing a pressure-reducing turbine
which would tup the Kinetic energy
from the trans-Alaska pipeline, ter-
minating in Vnldez, and convert it to
electricity. Such a system would replace
Valdezs aging and expensive-to-oper-
ate diesel turbines.

The kinetic conversion talks have
been held up by a lawsuit brought by

).4

the City of Valdez in an effort to take
over CVEA. Tegeler said the case soon
will be dismissed, opening.the door for
continuation of negotiations with the
Alyeska Pipeline Service Co. over using
the pipeline as a kinetic energy source.

Also in limbo is an Alaska Power Au-
thority preliminary feasibility study to
determine the lowest long-range cost of
power for the area. The study, con-
ducted by Stone-Webster, tentatively
recommended a Silver Lake hydro
plant transmitting electricity to Cor-
dova and Valdez as the best of several
options. The Power Authority is re-
questing funding in 1984 to complete
the feasibility study.

Unlike most areas of the state, Cor-
dova’s peak electrical londs occur dur-
ing the summer fishing season. The
summer peak for 1983 reached 4.5 MW
and is expected to climb to 5 MW in
1984.

About 1,200 Cordova area customers
are served by the Cordova Electrical
Cooperative Inc. A demand growth rate
of between seven and eight percent a
year has necessitated construction of a
new power plant, which was about one-
third complete in late October. The
facility will increase CEC’s current 7.5-

MW generating capacity to 10 MW in
time for next Bummec r's fish processing
surge.

The $3-million project, funded with
money borrowed from the Rural Elec-
tric Association and the National Rural
Utilities Cooperative Finance Corp.,
entails installing a new 2.5-MW diesel
unit and relocating an existing 2.5-MW
unit to the new power plant. The con-
tract is being performed by Hales Con-
struction & Associates ofSeattle.

Two units — 1.9-MW and 2.6-MW
Enterprise generators — will continue
to operate at the existing Eyak Lake
plant, but plans are to eventually phase
out these older units and replace them
with new unattended-operation mod-
els. CEC Manager Doug Bechtel said
the move would reduce staffing levels
and lower electricity rates.

Fairbanks Area

Fairbanksarea utilitiesalsowill ben-
efit from the Anchorage-Fairbanks in-
tertie project currently under way.
While demand is growing — new con-
nects by Golden Valley Electric Associ-
ation increased from 1,075 in 1981, to
1,319 in 1982 and an estimated 2,000 in

Table 2
Juneau Area Net Generation and Peak Demand
System Net MWH% Peak MW %
Generation Annual Demand Annual
Fiscal Year MWH* Increate MW Increase
1970 58,266 124
9.5 11.3
1971 63.786 13.8
10.1 8.0
1972 70,215 14.9
7.8 4.0
1973 75,73 15.5
9.6 4.5
1974 83,059 16.2
13.9 9.9
1975 94,609 17.8
12.4 11.2
1976 106,290 19.8
5.6 3.0
1977 112,19/ 20.4
8.9 14.7
1976 122.218 23.4
9.2 -1.3
1979 133,457 23.1
72 134
1960 1,13,128 26.2
16.5 29
1981 160,700 32.2
21.7 29.2
1982 202,000 41.6
10.3"
1983 (Ocl-Juno) 174,754 40.1
124 -3.6
1983 228.000" 40.1

« Includes Alaska Electric Light & Putts’ and Glacier Highway Electric Association sales and losses

Increase over same pcnod in 19B2
"m Eslimale based on nine months'dala

t Courtes) jl Alaska Power Administration
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Rep. Terry Murtin
Slate Capitol. Pouch V
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1983 — utilities generally feel their
generating capacities are adequate to
cover power needs into the early 1990s.

GVEA currently has a generating ca-
pacity of 203 MW and expects peak
loading this year to reach 72.7 MW,
compared to a peak load 0f67.9 MW in
1982. Peak load estimates for 1984 are
77 MW,

Power for the cooperative’s 20,000
customers is generated with GVEA's
main base plant at Healy, which pro-
duces 25 MW from coal-fired turbines,
in addition, two diesel-driven gen-
erators each produce 65 MW at the
North Pole peaking plant and several
7.5-MW generators operate at the Fair-
banks Vhender complex.

While GVEA has no plans for large
capital improvements in the short-
term, the rising number of new con-
nects will require continual power line
expansions.

At Fairbanks Municipal Utility Sys-
tem (MUS), which is interconnected
with GVEA and Fort Wainwright, the
maximum generating capacity is 63
MW achieved with four coal-fired,
steam turbines and two diesel turbines
for back-up and for peaking. The system
usually cperates in the 30-MW to 60-
MW range, and peaked at 28.2 MW in
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othe Winter of 1982-83. The utility ex-
pects a peak load thiB winter of30 Mw.

System growth due to new housing
construction and commercial construc-
tion will require MUS to purchase an
additional 25-MW coal-diesel unit,
which will replace three 30-year-old
steam turbines with a combined capac-
ity of 17.5 MW. While the change will
not greatly enhance generation ability,
it will build more reliability into the
system.

Southeastern

The Juneau area has experienced a
significant increase in peak demand
nnd energy consumption since 1980. In
the spring of 1983 local utilities were
required to furnish more than five mil-
lion kwh of diesel-generated electricity
to supplement power available from hy-
droelectric plants. According to the
Alaska Power Administration, a divi-
sion of the U.S. Department of Energy,
the need for this diesel generation is ex-
pected to increase each spring as area
reservoirs are drawn down until addi-
tional hydro power is available from
Crater Lake.

An Alaska Power Administration
study, "Juneau Area Power Market An-
alysis, Update of Load Forecasts," con-

Slate Capitol. Pouch V
Juneau, AK. 99811

eludes that the-Crater Lake addition to
the Snettishnm hydroelectric facility is
needed, since from 40 to 70 percent of
the project's output could be used the
first year on-line in 1987. Firm energy
from Crater Lake would be used by
1990 under a high-growth case, and by
1993 under a lower-growth scenario.

Construction of the Crater Lake proj-
ect, estimated to cost $70 million, is ex-
pected to be contracted by the Army
Corps of Engineers in the spring of
1984, with site construction beginning
in early July. Under this construction
schedule, the project would be on-line in
February 1987.

Expected generating capacity from
the addition is 27 MW, which repre-
ser*s s 60-percent increas? in present
generating capabilities in the Juneau
area.

Crater Lake generating units will be
housed in the Snettisham power plant,
from which Juneau utilities draw Lie
bulk of their power. Snettisham's cur-
rent generating capacity is about 46
MW. In addition. Alaska Electric Light
& Power (AEL&P) owns small hydro
sites supplying about 6 MW. The pri-
vately owned utility added one die»el
unit this year to give it nine stand-by
diesel generators with a capacity of 17
MW,

Plans are to add two to three addi-
tional diesel generators ayear to satisfy
the hydroelectric deficit which .cur-
rently exists. AEL&P also has re-
quested a 17.5-MW oil-fired gas turbine
which it would use strictly for stand-by
in the event of a loss of load at Snct-
tishnm.

Potential hydroelectric sites beyond
Crater Lake would include Long Lake
Dam, Lake Dorothy, Sweetheart Creek
nnd Speel River, according to the
Alaska Power Administration. AEL&P
has proposed a cooperative study to look
into future development of generation
facilities to ensure the best use of the
area’s hydro resources.

Table 2 shows the Juneau area net

generation nnd-peak demand nnd the
trend toward increased demand nnd de-
clining MW generation enpneitv.
' In other Southeastern communities,
the State of Alaska has invested mil-
lions of dollars in hydrpelectric projects
at Swan Lake, Tyee Lake and Terror
Lake in an attempt to meet clectricnl
demands in the long-term. (See articles
on Southeastern hydro projects in this
issueofAC&O0.).........

Electric power retains a commanding
role in the development of Alaska, and
will continue to spark construction ac-
tivity for the foreseeable future. o*



