TUJTTOTVTS— TIJIL~j£0LjIr\x UJIXI3 ~WiMiMI 1 1IE13 rX D T jn ; 170J3J" 1”104

2889  SRES SJR 32



MAJOR PROJECTS FUND

SENATE-. VERSION S

PURPOSE'S

PROJECTS CV3R $100 MILLION

70% FOR HYDRO (WHICH IS SO
NARROWLY DEFINED TO MAKE
ONLY WATANA QUALIFY. AFTER
WATANA, THIS CATEGORY REVERTS
TO "UNALLOCATED".)

10% FOR POWER COST ASSISTANCE
TO MEET MEAN OF ANCHORAGE,
FAIRBANKS, JUNEAU

20% UNALLOCATED

REVENUE SOURCE:

10% OF REVENUES EARNED AFTER
JUNE 30, L984

FROM CORPORATE INCOME TAX ON
OlIL AND GAS PRODUCERS, SEVERANCE
TAX, OIL AND GAS PRODUCTION
PROPERTY TAX, MINERAL LEASE
RENTALS, ROYALTIES, ROYALTY SALE
PROCEEDS, FEDERAL MINERAL
REVENUE SHARING PAYMENTS,
LEGISLATIVE APPROPRIATIONS,
INTEREST EARNED, PROJECT
REPAYMENT.

PROJECT REQUIREMENTS:

2/3 LEGISLATIVE VOTE REQUIRED TO
APPROPRIATE FROM FUND.

PROJECT MUST REPAY SUBSTANTIAL
PORTION OF FUNDS SPENT ON IT.

OTHER:

SB 522 - MANAGEMENT OF FUND

SB 523 - APPROPRIATION TO
WATANA WITH ANNUAL DISBURSEMENTS
(AWAITING ACCURATE FIGURES FRuM

HOUSE VERSION

PROJECTS OVER $100 MILLION
WATANA MUST BE FIRST

10% FOR POWER COST ASSISTANCE
1<TO MEET MEAN OF JUNEAU,

FAIRBANKS, ANCHORAGE v

SAME 10% BUTV

EXCLUDES CORPORATE INCOME TAX

AND OIL AND GAS PROPERTY TAX
ACCORDING TO OMB, THIS RESULTS

IN ABOUT $50 MILLION LESS IN REVENUES
ANNUALLY AVAILABLE TO THE MAJOR
PROJECTS FUND.

PERMANENT FUND EXCLUDES CORPORATE

INCOME TAX, OIL AND GAS PROPERTY
TAX, AND SEVERANCE TAX

SIMPLE MAJORITY VOTE REQUIRED

PROJECT MUST REPAY ALL THE

PROVISION THAT
VETO THE
WATANA



PURPOSES:
PROJECTS OVER $100 MILLION

REVENUE SOURCE:

10% OF REVENUES EARNED FROM
JUNE 30, 1985 TO JUNE 30, 1990

SAMVE AS SENATE VERSION

PROJECT REQUIREMENTS:

2/3 LEGISLATIVE VOTE REQUIRED TO
APPROPRIATE FROM FUND.

PROJECT MUST REPAY MONEY
EXPENDED FROM FUND.

THE APPROPRIATION, TOGETHER
WITH ANY OTHER COMMITTED FUNDS,
MUST COVER ENTIRE COST OF PROJECT.
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MINL-ES
May 11, 1984 Beltz Room
3:08 pm Room 211, Capitol

MEMBERS PRESENT

Senator Fahrenkamp, Chairman
Senator Ziegler, Vice-chairman
Senator Eliason

Senator Paul Fischer

Senator Vic Fischer

Senator Mulcahy

Senator SturgulewsVi

CALENDAR

SB 522, An Act specifying how revenues dedicated to the major projects
fund shall be expended.

SJR 32, Proposing an amendment to the Constitution of the State of Alaska
creating a fund to finance, the construction of capital projects,,

MB 509, An Act relating to aviation fuel refiners

HB 509

Bob Rutschman, Chevron, USA, spoke in support of the bill.

Larry Vavra, Union Oil Company, spoke in support of HB 509.

Ray Plummer, Chevron, USA, spoke in support of the bill, and answered

questions on the meaning of "mislabeled™, and the liability of producers
and suppliers if HB 509 were enacted.



SJR 32
SB 522

Pete McDowell, Director, Office of Management and Budget, spoke in support
of both bills, which propose an amendment to the Constitution creating a
major projects fund, and set up a corporation to manage and invest the
fund's assets He answered questions on revenue projections, the "major
project™ definition and review process, and the effect of SJR 32 on the
proposed "four-dam pool” legislation.

The meeting adjourned at 4:32 pm.
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BILL SHEFFIELD, GOVERNOR

CHHCSS ©OF TI5E GOVEKTOR. K U 3W

PHONE: (0071 465-3568
OFFICE OF MANAGEMENT AND BUDGET

May 8r 1984

The Honorable Bettye Fahrenkamp
Chairman

Senate Resources Committee
Pouch V

Juneau, AK 99811

Dear Senator Fahrenkamp:

The current draft of the resolution which we have proposed
to create the Major Projects Fund sets aside 25 percent of
the State's stream of non-tax petroleum revenue. This
constitutional dedication of money is identical to the
dedication found in Article IX, Section 15 of the consti-
tution for the Permanent Fund.

It is the Governor's desire to have a substantial Fund.
We recognize, however, that a sound and workable Fund
might be achievable with a somewhat different dedication
of revenue. Our initial proposal called for a dedication
of 10 percent of all petroleum revenue. Other dedications
are possible. The enclosed information shows several
alternatives, as well as the composition of our
anticipated revenue so the Committee may consider
additional alternatives..

We hope this information is useful to you, and we look
forward to action by your Committee on the Major Projects
Fund proposal.

Sincerely,

Peter B. McDowell
Director

GH/dmc-84D-71

Enclosure



Major Projects Fund
Alternative Contribution Levels
($ millions, nominal)

25% of Non-Tax 20% of Non-Tax 15% of Non-Tax 10% of Total

Petroleum Revenue Petroleum Revenue Petroleum Revenue Petroleum Revenue

50th 30th 50th 30th 50th 30th 50th 30th

Per Zentile Percentile Percentile Percentile Percentile Percentile Percentile Percentile

1986 387 360 310 288 232 216 364 342
87 427 397 342 318 256 238 407 383
88 472 435 378 348 283 261 416 388
89 532 480 426 384 319 288 464 426
90 550 455 440 364 330 273 479 399
91 502 407 402 326 301 244 431 359
92 492 395 394 316 295 237 418 348
93 505 407 404 326 303 244 428 359
94 502 402 402 322 301 241 424 353
95 487 392 390 314 292 235 416 347
96 482 390 386 312 289 234 408 340
97 490 395 392 316 294 237 414 345
98 492 397 394 318 295 238 415 347
99 490 387 392 310 294 232 410 338
2000 495 387 396 310 297 232 411 337

dmc/84 1-94

OoMB
5A8/84



Forecasts of Petroleum Tax Revenue
and Total Petroleum Revenue
($ Millions, Nominal)

50th 30th
Percentile Percentile Corporate 50 th 30th
Severance Severance Petroleum Property Percentile Percentile
Taxes Taxes Income Tax Total Petroleum Total Petroleunm
(March 84) (March 84) Tax (0il/Gas) Revenue Revenue
1986 1500 1390 370 226 3644 3424
87 1650 1530 448 259 4065 3825
88 1550 1420 469 257 4164 3884
89 1740 1570 494 277 4639 4259
90 1830 1410 482 280 4790 3990
91 1560 1220 455 285 4308 3588
92 1450 1140 449 309 4176 3476
93 1470 1170 456 337 4281 3591
94 1430 1120 453 352 4243 3533
95 1400 1090 447 364 4159 3469
96 1370 1060 446 339 4083 3403
97 1350 1040 448 388 4144 3454
98 1330 1030 450 405 4153 3473
99 1280 970 445 420 4103 3383
2000 1250 940 445 436 4109 3369
dmc/841-94
OMB

5/8/84



Forecast of Non-Tax Petroleum Revenue*
(S Millions, Nominal)

50 th 30th Federal 50th 30 th

Percentile Percentile Mineral Percentile Percentile

Royalties Royalties Revenue Non-Tax Non~Tax

(March 84) (March 84) Sharing 0il Revenue 0il Revenue

1986 1530 1420 18 1548 1438
87 1690 1570 18 1708 1588
88 1870 1720 18 1888 1738
89 2110 1900 18 2128 1918
90 2180 1800 18 2198 1818
91 1990 1610 18 2008 1628
92 1950 1560 18 1968 1578
93 2000 1610 18 2018 1628
94 1990 1590 18 2008 1608
95 1930 1550 18 1948 1568
96 1910 1540 18 1928 1558
97 1940 1560 18 1958 1578
93 1950 1570 18 1968 1588
99 1940 1530 18 1958 1548
2000 1960 1530 18 1978 1548

Excludes mineral lease rentals (which are a minor source of income) and
bonuses, for which loi.g-range forecasts are not available.

dmc/841-94

OoMB
05/8/84
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Set aside funds now or projects may never be completed

By BILL SHEFFIELD

By our count, 55,000 people
moved to Alaska last year to
set up residence. With them,
this ‘record influx of new
Alaskans brought hopes for
the present, dieams for the
future and many demands for
government services.

Unfortunately,, of course,
there's no wdy these new
Alaskans could bring with
them an appreciation” of the
state we knew before the dis-
covery of oil at Prudhoe Bay.
If they stick around Ionﬁ
enouEh, however, they and a
Alaskans will know what life
after Prudhoe,is like bjednuse
In six short years '‘North
America's largest oil field Is
projected to "he in a steep
production decline..

That is one reason I've
asked the .legislature to
present Alaska Voters with a
proposed constitutional
amendment that would allow
>Us 10 Hla_ce a portion of our oil
wealth into a fund for con-
stryction of future capital
Brolects. It's called the Mnjof

rojects Fund, and I beligve

it holds a key to Alaska’s
financial well-bging.

Let me explain:

Even _after Prudhoe Bay
passes i"s peak production,
Alaska w:'l' cg
ceive substantial petroleum

revenues for many years to

come. But despite new discov-

eries, our best quess at this
time is that largé annual cash
surpluses above operating
budget needs will cease to be
available during the 1900s.
Recognlzm? this prob.vm,
Alaskans voted in 1975 to
create the Alaska Permanent
Fund. 7'oday, that fund

amdunts to more than $5 hil-

lion, generating earnings for

direct"cash payments to resi-

dents and ensuring that some
da_Y — if we need it - money
will be available to find vital
state services.

The revenue enjoyed by the

State of Alaska TJrom oil pro-

duction at Prudhoe Bay lias
far exceeded the hope$ and

expectations_.of only 10 to. 15

%ears ago.. The $900 million
onus received in 19G9 seemed

to provide n tremendous en-

continue to re-

dowment that in itself would
be sufficient to fund state
operations for about five
years at budgetary levels pre-
vailing at the' lime.

Yet the massive oil market
price increases of the 1970
in state revenues
that are currently approach-
er-year. Quite
suddenly, the Staté of Alaska
has found jtself on the receiv-
| revenugs that
amount to about $8,000 per
for ever}’ man, woman
and child in the state.

But another major mason
for the magnitude of these
revenues 1is the wun-

ing $4 billion

dhoe Bay oil is being re-
moved and sold.

d to remember that
th> bubble of wealth we cur-
rently enjoy is both h

any historical standard and
also transitory, -t presents us
with a unigue opportunity
that is not_ likely to coryo
aFam to this or any other
state for a great many years.
We now have the financjal
capability to provide major

improvements for the eco-
nomic foundation of our socie-

ty, improvements that will
serve us for generations to
come. Thus far, however, we

hav: not learned how to con-
solidate our resources in or-

der to construct such projects,
and the time for doing “so is
runnm_? out. _
While many worthwhile
Brograms and” projects have
een funded, | am concerned
that the future will not judge
favorably the mannér 1n
which we have spent our
wealth. We should "endeavor
to build some improvements
of a scale that reflects the
magnitude of. our opportuni-
ty. When future Alaskans ask
what we did with the _mone?/,
it would he satisfying to
know ‘hat at least” a few
major, lasting improvements

will be included in the an-
SWer. _ _

The Major Projects Fund
I'Ve proposed would accumu-
late apprommatel?/ 10 percent
of our revenues for the next
six_years. Based on current
estimates, hetween $2 billion
and $3 billion could be set
aside in the fund. _

What would we do with
this money?

| hive no firm answers_to
that question right now. The
Susitna hydroeléctric project,

major expansion of the Alas-

ka "Railroad, construction of
support facilities for_ mining
f|5h_|n%, timber or agricultural
i)ijec s, all could qualify as
logical investments of the’ Ma-
jof Projects Fund.

While .we don’t know the
specific projects yet, | do
know that unless “we beqm
setting nside money now Tor
the construction “of major
state projects, most will never
be built. This is guaranteed
by the pattern of capital
budget spending the state has
embarked upon in the past
Six years.

| .don’t fault past adminis-
trations or current or former
legislatures for rlsmlg to mGet
the pressures of local requests
for public, works spending. As
we celebrate our 25th year of
statehood, many Alaskans
still lack ‘such basic entitle-
ments as adequate water and
sewer systems, roads or other
transportation  facilities,
schools, health clinics and ad-
equate fire and police protec-
tion. Already in 1984, I've had
the prmlege of_signing into
law more thaa $700°million in
appropriations to satisfy
some o fthose needs.

In summarY, | believe it’s
critical for Alaska in time of
plenty to look ahead to the
ears"when our wealth won't
e as great, If it was wise for
voters  to do this in 1976, it
would be even wiser for us to
do the; some in 1984 by creat-
ing the Major Projects Fund.

U Bill Shotllo.d Is governor of
Alaski,



=32, AMENDING CONSTITUTION: FINANCE CAPITAL PROJECTS, EQUALIZE POWER COSTS

m
SENATE RESOURCES COwW'TTEE GOVERNOR’ S ORIGINAL
PURPOSES:
Construction of capita Cs Construction of capital projects
that exceed $100 millio; ” that exceed $100 million.

Equalization of power costs.

FUNDS
25% of revenue earned from 7/1/85 10% of revenue earned from 6/30/85
through 11/30/90. through 6/30/90.
Sources mineral lease rentals Sources mineral lease rentals
royalties royalties
royalty sale proceeds royalty sale proceeds
federal mineral revenue- federal mineral revenue-
sharing payments sharing payments and bonuse
state bonuses interest earnedrfrom fund
legislative appropriation revenue dedicated from
interest earned by fund project earnings
revenue dedicated from corporate 1inccme tax on oil
project earnings and gas producers
severance tax
oil and gas production
property tax
To be invested per general fund To be invested per Permanent Fund.
USES:

50% hydro (defined as capital
construction costs and rate
stabilization).

5% for equalization of power

costs to be distributed as
provide by law.

PRO.1IECT REQUIREMENTS

Financing plan approved by Expenditure approved by 2/3 /
governor and legislature. vote of legislature.

Expenditure authorized by Project will earn enough money
appropriation bill passed to repay money expended on proj

by legl-0Oiture.
Project expected to earn revenue

to repay fund, other money

used to finance, and operation

and maintenance costs (useful life)
Project owned by state.

OTHER:

If this Constitutional amendment 1is
adopted, in 1990 Lieutenant

Governor v 111 nlpro on bailor p
proposition to continue the
dedication of revenues.

(NOTE: Both versions amend Constitution to allow dedication of project
earnings, and to exempt major project fund appropriations from the
spending limit. Amendments will go before voters at next general election.)
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SCS CSHB J89 (Fin) am
RELATING TO THE ALASKA POWER AUTHORITY; AUTHORIZING THE CONSTRUCTION
OF THE WATANA AND BRADLEY LAKE HYDROELECTRIC PROJECTS,

Sec. 1 Comoines the Lake Tyee, Swan Lake, Solomon Gulch and
Terror Lake hydroelectric projects 1into one power project for
the purpose of the wholesale power r.ite calculation. Eliminates
the restriction on industrial power rates.

Sec. 2 Specifies that in determining wholesale power rates for
the 4-dam pool projects the facilities will share the debt
service. Operating and maintenance costs will be determined
separately. Repeals the Susitna "equity clause".

Sec. 3 Allows the APA to contractually 1limit the amount of debt
service payable by power purchasers as a consequence of the later
addition of new jrojents to the energy program.

Sec. 4 Confontrimg amendment per repeal of Scsitna "equity clause".

Sec. 5 Conforming amendment per elimination of restriction on
industrial power rates.

Sec. 6 Repeals the provision that construction contracts for
Susitna are contingent upon legislative approval of the project”s
preliminary report, and the mandate that contracts be entered
into within oneyear after report approval.

Sec. 7 Signingof construction contracts would be contingent on
legislative approval of power projects.

Sec. 3 Authorizes the Bradley Lake project at aconstruction cost
of $300 million inJuly 1983 dollars.

Sec. 9 Authorizes the Watana project ata construction cost of
$3.75 billion in January 1983 dollars.

Sec. 10 Immediate effective date.

CHANGES FROM HOUSE-PASSED VERSION.

Amends current statute governing construction contracts for Susitna. Contracts
could be entered into upon legislative approval of the Sustina project, rather
than upon legislative approval of the preliminary rerort.

Revises the construction cost forBradley Lake and Watana, per
information from the Alaska Power Authority.

Susit@a eguity clause” is repealed in the body of the bill
(secfinn 2) g Shat mn % = kLRculCine
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IN THE HOUSE 3Y THE FINANCE COMMITTEE
$C*»  CS FOR HOUSE BILL NO. 589 (Finance: am
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska  Power Authority
authorizing the construction ofthe Watana and
Bradley Lake hydroelectric projects; and providing
for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.83.398(a) is amendcd-to read:

(a)” The authority shall sell power produced from power projects
acquired or constructed under the energy program for Alaska. For
purposes of this section. Lake Tyee, Swan Lake. Solomon Gulch, and
Terror Lake hydroelectric facilities are considered to be one power
project. This power project in referred to as the initial project [A
UTILITY THAT PURCHASES POWER PRODUCED BY A POWER PROJECT OF THE AU-
THORITY SHALL AGREE WITH THE AUTHORITY

(1) TO GIVE PREFERENCE IN THE SALE OF POWER AT RETAIL TO
ALL CLASSES OF CONSUMERS OF POWER EXCEPT INDUSTRIAL CONSUMERS;
(2) TO CHARGE INDUSTRIAL CONSUMERS OF POWER ~\ RATE DE-.
TERMINED BY THE AUTHORITY IN ACCORDANCE WITH (d) OF THIS SECTION].
* Sec. 2. AS 44.83.398(h) is amended to read:

(b) The authority shall establish a wholesale power rate struc-
ture applicable to sales of power to the [ITS] customers [AT THE
BUSBAR] of a power project as follows:

(1) The authority shall establish and maintain a separate
wholesale power rate applicable to each power project that it has
acquired or constructed under the energy program for Alaska, other

-1- SC3 C3B 589 (Fin) am
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than a project described in (f) of this section. The wholesale power
rate established by the authority for the initial project shall be a
rate calculated under this paragraph except that the portion of the
rate applicable to (A) and (C) of this paragraph shall be adjusted for
the hydroelectric facilities in the initial project as set out in (3)
of this subsection. The wholesale power rate shall be computed by the
authority annually, or more"frequently as may be necessary, and shall
equal the rate that the authority estimates is necessary to produce
revenue that is sufficient to pay

(A) operation, maintenance, and equipment replai "“ment
costs of the power project;

(B) the power project's proportionate share of the
debt service on state loans and bonds for all power projects in
the energy program for Alaska, determined in accordance with ()
of this section;

(C) safety inspections and investigations of the power
project by the authority.

If, by July 1, 1991, the legislature has not appropri-
ated at least $5,000,000,000 to the fund, in addition to appropria-
tions to the fund of interest earned on money in the fund, :he author-
ity shall'., beginning on that drte, establish and maintain a separate
wholesale pow<*r rate applicable to each power project that is acquired
or constructed under the energy program for Alauka. The wholesale
power rate shall be computed by the authority annually, or more fre-
quently as may be necessary, and shall be thegreater of

(A) 10 percent of the amount the authority has in-
vested in the power project, including loans and grants made hy
the state; er

(B) the rate that the authority estimates is necessary

CSHB 589(Fin) am -2-
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to produce revenue sufficient to pay

(i) operation, maintenance, and equipment re-
placement costs of the power project;

(i1) the power project's proportionate share of
debt service on state i.0ans and bonds for all power projects
in the energy program for Alaska, determined in accordance
with (g) of this section; and

(iii) safety inspections and investigations of the
power project by the authority
(3) For the purposes of determining amounts to he allocated

to each hydroelectric facility in the initial project under (1HAL and
(1)(C) of this subsection. the authority shall determine for each
hydroelectric facility its individual operation. maintenance, equip-
ment replacement, safety inspection, and investigation costs

. 3. AS 44.83.398(e) is amended to read:

(e) After determining the wholesale power rate for a power
project under the provisions of this ..action, the authority may adjust
the rate or change the rate provisions to insure that the revenue
derived from that power project and the aggregate revenues of the
authority wil." be adequate to comply with the rate covenants and other
agreements contained in any trust indenture or trust agreement entered
into by the authority for the security of the holders of bonds issued
to finance power projects in the energy program [ENERGY PROGRAM] for

The authority may agree with a purchaser of power to [limit

rate increases caused by debt service payable by the authority on
subsequent projects.
* Sec. 4. AS 44.83.398(g) is amr ided to read:
(g) For the purposes of <b)(l)(t) [AND (b)(2)(D)(ii)] of this
section, a power project's proportionate share of debt service on

-3- CSHD 589 (Fin) am



Looo\|03<.n_hwl\>|—\

= [ e e e e e
S PN o O o — o

NN
= O

IN®]
NS

24

25
26

27

state loans and bonds for all power projects in the energy program for
Alaska is equal to the state's investment in the power project divided
by the s.tate's investment in all power projects in theenergy program
for Alaska and multiplied by the debt service on state loans and bonds
for all power projects in the energy program for Alaska. In this
subsection

(1) "state's investment in the power project" includes all
state money invested in a power project, includingloans, grants, and
proceeds from bonds, less the principal repayments on the project's
proportionate share of debt service or. state loans and bonds;

(2) “"state's investment in all power projects in the energy
program for Alaska" includes all stare money" invested in the power
projects, other than interties, in the energy program for Alaski,
including Jtpans, grants, and proceeds from bonds, less the principal
repayments on bonds and state loans issued for the power projects.

* Sec. 5 AS 44.83.398(d) is repealed.

* Sec. 6 AS "4.83.330 is repealed.

* Sec. [ AS 44.83.325 is amended to read: The authority may not
enter into contracts under AS 44.83.300 - AS 44.83-360 other than those
contracts necessary to complete (1) feasibility studies, (2) the prelim-
inary reports required by AS 44.83.320, or (1) construction of the
Anchorage-Fairbanks Intertie, until the Legislature [approves by law the
preliminary report required under AS 44.83.320(b).] enacts a law
approving the project in accordance with AS 44.83.185(c).

* Sec. 8 The Bradley Lake hydroelectric project is authorized for

construction under AS 44.83.185(c) and 44.83.384(c) at a construction

cost of $300,000,000 in July 1983 dollars.



* Sec. 9 The Watana Dam project in the Susitna River hydro-

electric project is authorized for construction under AS 44.83.185(c) at

a construction cost of $3,750,000,000 in January 1983 dollarj.

* Sec. 10 This Act takes effect immediately 1in accordance

with AS 01.10.070(c) -
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SC? CS HB 684 (Res)

POUCH V

STATE CAPITAL
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(907) 465-3835

AN \CT MAKING SPECIAL APPROPRIATIONS TO THE ALASKA POWER AUTHORITY.

Sec. 1 $49 million for rate stabilization for the 4-dam pool.

Sec. 2 $200 million to the APA power development fund for financing
Watana.

Sec. 3 $10 million for power cost assistance.

Sec. 4 Appropriations 1in sections 1 and 2 do not lapse.

Pec. 5 Section 1 takes effect when 4-dam®"pool communities sign

power sales agreements.

Sec. 6 Sectionrs 2 and 3 take effect immediately.

CHANGES FROM HOUSE PASSED VERSION:

Deletes the $1.4 billion appropriation for Watana and Bradley Lake,

which was to be deposited in monthly installments by June

and appropriates $200 million for Watana.

The appropriation to Watana is 1immediate; House version
that power sales agreements be signed first.

1991,

required



Senator Vic Fischer

Alaska State Legislature

1024 W. 6th Avenue, Suite 204C

Anchorage, Alaska 99501 (9071 278-3654

During Session ¢ Pouch V « Juneau, Alaska 993111  (907) 4654954

April 12, 1984
T0: Senator Bettye Fah enkamp

FROM:

RE:

I will be ot:t of town tomorrow, so will be unable to attend the
Resources meeting at which you will be discussing the major projects fund
legislation.

As you know, 1 do not support a major projects fund that would
constitutionally dedicate a portion of our revenues. | have mentioned
before that | would be willing to consider a statutory fund.

Attached find a work draft of such a statutory fund, showing one way
that it might be done, and a work draft of an appropriation bill to
accompany it. Please bring it to the committee ™ attention for discussion
if you wish.
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BETTYE FAHRENKAMP, Chairman
ROBERT H. ZIEGLER, SR., Vico Chairman
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Senate

Committee on Jtesfourcest

April

CSSJR 32 (Res)

L f
\

POUCH V

STATE CAPITAL

JUUEAU, ALASKA 99811

(907) 465-3834

(907) 465-3835
1, 1984

PROPOSING AN AMENDMENT TO THE CONSTITUTION OF

THE STATE OF ALASKA CREATING A FUND TO PROVIDE A SOURCE OF

FINANCING
EQUALIZE POWER COSTS.

FOR CAPITAL PROJECTS AND TO PPOVIDE ASSISTANCE TO

PURPOSE: Construction of capital projects that exceed $100 million.
Equalize power costs.
FUNDS: 10% of state revenue earned after June 30, 1984
Sources: corporate income tax on oil and gas producers
severance tax
oil and gas production property tax
mineral lease rentals
royal ties
royalty sale proceeds
federal mineral revenue-sharing payments
legislative appropriations
interest earned on fund
revenue dedicated from project earnings
To he 1invested per general fund.
USES 50% of annual, revenue for hydro (defined as capital
construction costs and rate stabilization)
5% for equalization of power costs to be distributed
as provided by lav;
EXPENDITURE: Financing plan approved by governor and legislature.
Expenditure authorized by 2/3 vote of each house.

useful 1life

Project 1is estimated to repay fund during project ™
Project 1is state-owned.
OTHER: Amends Constitution to allow dedication of project earnings.

Amends Constitution to exempt major
from the spending limit.
Amendments go before voters at next general

mi

project fund

appropriations

election.
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IN THE SENATE BY THE RESOURCES COMMITTEE

CS FOR SENATE JOINT RESOLUTION NO. 32 (RESOURCES)

Proposing an amendment to the
Constitution of the State of Alaska
creating a fund to provide a source of
financing forcapital projects and to
provide assistance to equalize power

costs.

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

*

Section 1. Article IX, Constitution of the State of Alaska, is

amended by adding a new section to read:

03-038

SECTION 17. MAJOR PROJECTS FUND.(a) There is created in the
state treasury amajor projects fund. The purpose of the major
projects fund is to financethe construction of capital projects that
exceed$100,000,000 in cost, and to provide money to equalize power
costs ofcoj®jmers. The unexpended balance of the fund shall be
invested inthe mannerspecified in section 16 of this atticle forthe
general fund. The major projects fund consists of

(1) an annual deposit of ten percent of state revenue
earned after June 30, 1984 from the following sources:
(A) corporate income tax on oil and gas producers;
(B) severance tax;
(C) oil and gas production property tax;
(D) mineral lease rentals;
(E) royalties;
(F) royalty sale proceeds; and
(G federal mineral revenue-sharing payments and

-1-
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bonuses;
(2) appropriations made by the legislature;
(3) interest earned each fiscal year from investment of
money in the major projects fund; and
(4) revenue dedicated to the fund in accordance with (d) of L

this section.

(b) 50% of the annual revenue paid into the major
projects fund is reserved for hydroelectric energy development.
"Hydroelectric energy development” means construction of
hydroelectric capital projects and stabilization of rates

for hydro projects in the state.

(c) Money shall not be expended from the major projects fund for
a capital project unless

(1) a plan for financing the project has been approved by
the governor and the legislature that identifies the source of all
money necessary to complete construction of the project;

(2) the expenditure is authorized by the affirmative vote
of two-thirds of the membership of each house of the legislature;

(3) the capital project is estimated to earn enough revenue
during the useful life of the project to repay the money appropriated
from the major projects fund and other money used to finance the
project; and

(4) the capital project is owned by the state.

(d) The legislature may dedicate by law to the major projects
fund revenue -earned by a capital project financed by the major
projects fund to repay the amount expended from the fund to finance
the project during the life of the project.

(e) Five: percent of the annual revenue paid into the fund is
reserved to provide assistance to equalize power costs to consumers in
the state. Money reserved under this subsection shall be appropriated

from the fund by an affirmative vote of a majority of the members of

-2



13

14

15

16

17

18

19

R

23

24

25

26

27

28

29

*

DRAFT
Law

each house of the legislature and shall be distributed as provided by
law.

(f)The legislature mayappropriate revenue dedicated under this
section to meeta state of disaster declared by the governor as

prescribed by law.

Sec. 2. Article IX, sec. 7, Constittition of the State of Alaska is

amended to read:

*

SECTION 7. DEDICATED FUNDS. The proceeds of any state tax or
license shall not be dedicated to any special purpose, except as
provided in sections [SECTION] 15 and 17 of this article or when
required by the federal government for state participation in federal
programs. This provision shall not prohibit the continuance of any
dedication for special purposes existing upon the date of ratification
of this section by the people of Alaska.

Sec. 3. Article IX, sec. 16, Constitution of the State of Alaska is

amended to read:

SECTION 16. APPROPRIATION LIMIT. Except for appropriations for
Alaska permanent fund dividends, appropriations from the major
projects fund established by section 17 of this article.
appropriations of revenue bond proceeds, appropriations required to
pay the principal and interest on general obligation bonds, and
appropriations of money received from an non-state source in trust for
a specific purpose, including revenues of a public enterprise or
public corporation of the state that issues’ revenue bonds,
appropriations from the treasury made for a fiscal year shall not
exceed $2,500,000,000 by more than the cumulative change, derived from
federal indices as prescribed by law, in population and inflation
since July 1, 1981. Within this limit, at least one-third shall be

reserved for capital projects and loan appropriations. The
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legislature may exceed this Ilimit in bills for appropriations to the
Alaska permanent fund and in bDbills for appropriations for capital

projects, whether of bond proceeds or otherwise, if each bill is

approved by the governor, or passed by affirmative vote of
three-fourths of the membership of the legislature over a veto or item
veto, or becomes law without signature, and is also approved by the
voters as prescribed by law. Each bill for appropriations for capital
projects in excess of the limit shall be confined to capital projects
of the same type, and the voters shall, as provided oy Ilaw, be
informed of the cost of operations and maintenance of the capital
projects. No other appropriation in excess of this limit may be made
except to meet a state of disaster declared by the governor as
prescribed by law. The governor shall cause any unexpended and
unappropriated balance to be invested so as to yield competitive

market rates to the treasury.
Sec. 5. The amendments proposed by this resolution shall be placed |

before the voters of the state at the next general election in conformity

with

art. XIIl, sec. 1, Constitution of the State of Alaska, and the

election laws of the state.



Alaska Hate legislature

BETTYE FAHRENKAMP Chairman POUCH V
ROBERT H, ZIEGLER, SR.. Vice Chairman STATE CAPITAL
DICK ELIASON JUNEAU, ALASKA 99811
PAUL FISCHER >9071 465-383-1
VIC =ISCHER (9071 465-3835

BOB MULCAHY
ARLISS STURGULEW SKI

Senate
Committee on Resources

SIR 32 (4/24/84 Law Draft)

Proposes an amendment to the Constitution that would go before the
voters at the next general election:

Dedication of 25% of mineral lease rentals, royalties,
royalty sale proceeds, federal revenue mineral sharing
payments, and bonuses received by the state (OMB anticipates
$350 million a vyear), for financing self-liquidating
investments in large capital projects (projects must generate
revenues to repay fund).

Dedications would begin July 1, 1985; end June 30, 1991.

Places appropriations from the major projects fund outside
the spending limit.

Provides for a proposition extending the dedication another
10 years to be placed on the ballot in 1990.
BILL (4/24/84 Law Draft)
Establishes a Major Projects Fund consisting of constitutionally
dedicated funds (to be paid monthly), other appropriations,

interest accrued, and repayments.

Establishes a Major Projects Fund Corporation to manage and invest
the fund's assets.

The Board, appointed by the Governor, would:

1) consist of 5 public members and 1 executive branch
member,

2) serve four year staggered terms,

3) receive per diem and travel allowances,

4) be authorized to employ staff and determine staff's
salaries

5) recommend to the Governor and Legislature investments

from the fund and submit a plan of finance for each
project. All projects would require approval of the
Board, the Governor, and the Legislature.

Effective date tied to effective date of the Constitutional
amendment.
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CS FOR SENATE JOINT RESOLUTION NO. 32 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA

THIRTEENTH LEGISLATURE - SECOND SESSION
Proposing an amendment to the Constitu—
tion of the State of Alaska creating a
fund to provide a source of financing
for capital projects.

RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. Article 1IX, Constitution of the State of Alaska, 1is amend—

adding a new section to read:

SECTION 17. ALASKA MAJOR PROJECTS FUND. Beginning July 1, 1985
and ending June 30, 1991, at least twenty-five percent of all mineral
lease rentals, royalties, royalty sale proceeds, federal mineral

revenue sharing payments and bonuses received by the State shall be
placed in a major projects fund which shall be used for the Tfinancing
of self-liquidating 1investments in large capital projects that are
owned by the state. An appropriation made from the fund must be repaid
from revenues generated by the project financed. Management of the
fund and disposition of income from the fund shall be governed by law.
Sec. 2. Article 11X, sec. 7, Constitution of the State of Alaska 1is
ed to read:

SECTION 7. DEDICATED FUNDS. The proceeds of any state tax or
license shall not be dedicated to any special purpose, except as
provided 1in sections [SECTION] 15 and 17 of this article ci when
required by the federal government for state participation in federal
programs. This provision shall not prohibit the continuance of any
dedication for special purposes existing upon the date of ratification

of this section by the people of Alaska.
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Sec. 3. Article IX, sec. 16, Constitution of the State of Alaska is

amended to read:

03-038

SECTION 16. APPROPRIATION LIMIT. Except for appropriations for
Alaska permanent fund dividends, appropriations from the major proj-
ects fund established by section 17 of this article, appropriations of
revenue bond proceeds, appropriations required to pay the principal
and interest on general obligation bonds., and appropriations ?f money
received from a non-State source in trust for a specific purpose,
including revenues of a public enterprise or public corporation of the
State that issues revenue bonds, appropriations from the treasury made
for a fiscal year shall not exceed $2,500,000,000 by more than the
cumulative change, derived from federal indices as prescribed by law,
in population and inflation since July 1, 1981. Within this limit, at
least one-third shall be reserved for capital projects and loan appro-
priations. The legislature may exceed this limit in bills for appro-
priations to the Alaska permanent fund and in bills for appropriations
for capital projects, whether of bond proceeds or otherwise, if each
bill is approved by the governor, or passed by affirmative vote of
three-fourths of the membership of the legislature over a veto or item
veto, or becomes law without signature, and is also approved by the
voters as prescribed by law. Each bill for appropriations for capital
projects in excess :.f the limit shall be confined to capital projects
of the same type, and the voters shall, as provided by law, be in-
formed of the cost: of operations and maintenance of the capital proj-
ects. No other appropriation in excess of this Ilimit may be made
except to meet a state of disaster declared by the governor as pre-
scribed by law. The governor shall cause any unexpended and unappro-
priated balance to be invested so as to yield competitive market rates

to the treasury.
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* Sec. 4. Article XV, Constitution of the State of Alaska 1is amended by
adding a new section to reat.

SECTION 29. EXTENSION OF CONTRIBUTION TO MAJOR PROJECTS FUND.

IfT the 1984 amendment creating the major projects Tfund (Article 11X, section

17) is adopted, the 1lieutenant governor shall <cause a ballot title and

proposition for an amendment substantially similar to the amendment set out

below for Article 1IX, section 17, to be placed on the ballot at the general

election in 1990. IT a majority of those voting on the proposition in 1990
approves the amendment, it shall be adopted. IT a majority of those voting
on the proposition 1in 1990 disapproves the amendment, the Alaska major

projects fund shall continue to exist although the dedication of revenue to
the fund under Article IX, section 17 shall ceas,} as of June 30, 1991.

Article 1IX, .sec. 1;, Constitution of the State of Alaska is amended to
read:

SECTION 17. ALASKA MAJOR PROJECTS FUND. Beginning July 1, 1985
and ending June 30, 2001, [1991] at least twenty-five percent of all
mineral lease rentals, royalties, royalty sale proceeds, federal
mineral revenue sharing payments and bonuses received oy the state
shall be placed in a major projects fund which shall be used for the
financing of self-liquidating 1investments in large capital projects
that are owned by the state. An appropriation made from the fund must
be repaid from revenues generated by the project financed. Management
of the fund and disposition of income from the shall be governed by
law.

* Sec. 5. The amendments proposed by this resolution shall be placed
before the voters of the state at the next general election in conformity
with art. XIIl, sec. 1, Constitution of the State of Alaska, and the

election laws of the state.

03-038
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BY THE RESOURCES
IN THE SENATE COMMITTEE

SPONSOR SUBSTITUTE FOR SENATE BILL NO. 522
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: r< “ “ ka major projects fund,
the Alaska Major Projects Fund Corpora and to
legislative oversight of the fund; and providing for
an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALAS10 ;
* Section 1. AS 17 1is amended by adding a new chapter to read:
CLAPTER 17. ALASKA MAJOR PROJECTS FUND.

Sec. 37.17.010. ALASKA MAJOR PROJECTS FUND. (a) Under Art = I1X,
sec. 17 of the state constitution, there 1is established as a separate
fund the Alaska major projects fund. The fund consists of

(&) 25 percent of all mineral lease rentals, royalties,
royalty sale proceeds, net profit shares un."er AS 38.05.180(f) and
(g) , federal imneral revenue sharing payments received by the state
from mineral leases, and bonuses received by the state from mineral
leases issued after the. effective date of this Act; and

(2) atyj other money appropriated to or otherwise allocated
by law to the fund;

3) income from 1investment of the fund balance prior to
appropriation; end

(€)) repayment of principal and payment of interest, if any,
on investments made with money appropriated from the fund.

(b) Payments due the fund under (a)(l1) of this section shall be
made to the fund once each month.

Sec. 37.17.020. FINDINGS. Ahe people of the state, by
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constitutional amendment, have required the placement of at least 25
percent of all mineral 1lease rentals, royalties, royalty sale pro-—
ceeds, and federal mineral revenue sharing payments and bonuses re—
ceived by the state into a major projects Tfund. The legislature finds
that a mechanism is needed to strengthen and enlarge Alaska®"s economic
infrastructure to benefit all present and future generations of
Alaskans. It is the intent of the legislature that the fund be used
to make self-liquidating investments 1in large capital projects owned
by the state to accomplish this purpose.

Sec. 37.17.030. PURPOSE. It is the purpose of this chapter to
provide for the management and investment of the assets of the Alaska
major projects fund by the Alaska Major Projects Fund Corporation in a
manner consistent with the findings in AS 37.17.020.

Sec. 37.17.040. ALASKA MAJOR PROJECTS FU "ID CORPORATION. There
is established the Alaska Major Projects Fund Corporation. The corpo—
ration is a public corporation and government instrumentality 1in the

Department of Revenue managed by the board of directors.

Sec. 37.17.050. COMPOSITION AND QUALIFICATIONS OF BOARD OF
DIRECTORS. (a) The Board of Directors of the Alaska Major Projects
Fund Corporation consists of six members. Five of the members shall

be appointed by the governor from the public and may not hold any
other state or federal office, position or employment, either elective
or appointive, except as a member of the armed forces of either the
United States or of this state. The sixth member shall be appointed
by the governor from the executive branch.

(b) All of the members of the board shall have recognized compe —
tence and wide experience 1in engineering or in finance, investments,
or other business managemert-related fields.

(c) The governor shall appoint a chairman from among the members

-2 -

03-038



03-038

DRAFT
Law

of the board.
Sec. 37.17.060. TEtud OF OFFICE. The public members of the board

shall be appointed for terms of four years, and they miy be reappoint—

ed. The terms of the public members shall be staggered.
Sec. 37.17.070. REMOVAL AND VACANCIES. (a) The governor may
remove a member of the board from office for cause. A removal by the

governor shall be in writing and shall state the reason for the re—
moval .

(b) A vacancy on the board shall be promptly filled by appoint—
ment by the governor. An appointee to a vacancy shall hold office foi
the balance of the term for which his predecessor on the board was
appointed.

(c) A vacancy on the board does not impair the authority of a
guorum of the board to exercise all the powers and perform all the
duties of the board.

Sec. 37.17.080. QUORUM. Four members of the board constitute a
quorum for the transaction of business and the exercise of the powers
and duties of the board.

Sec. 37.17.090. COMPENSATION OF BOARD MEMBERS. Members of the
board are .citled to per diem and travel allowances as provided by

law for members of state boards and commissions under AS 39.20.180.

Sec. 37.17.100. STAFF. The board may employ and determine the
salary of staff as necessary. An employee may not be a member of the
board. Employees of the board are in the exempt service under
AS 39.25.

Sec. 37.17.110. CONFLICTS OF INTEREST. (a) Members of the

board are subject to the provisions of S 39.50.
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(b) Except as provided in this section, a board member or execu-
tive officer of the corporation may not participate in a decision of
the corporation in which that person or a member of that person's
immediate family has a direct or indirect financial interest unless
the financial interest is a remote financial interest and participa-
tion is approved under (b) of this section.

(c) A board member or executive officer may participate in a
decision if that person or a member of that person's immediate family
has a remote interest, the fact and extent of the interest is dis-
closed to the board in a public meeting and Is noted in the minutes of
the board before any participation by the member or in the decision,
and thereafter in a public meeting the' board by vote authorizes or
approves the participation. If the person whose participation is
under consideration is a board member, that person may net vote under
this subsection. For purposes of this subsection, "remote interest”
means an interest that in good faith 1is defined as remote by rules
adopted by the corporation.

(d) A board member or executive officer is not considered to be
financially interested in a decision when the decision could not
affect, that person in a manner different from its effect on the public
or community.

(e) Wichin 120 days of the first mee? j.ng of the board, the board
shall adopt and may subsequently amend rules implementing this sec-
tion, providing additional conflict of interest and ethical rules it
considers appropriate, and providing for the removal by the board of a
board member or executive officer who intentionally violates a prohi-
bition contained in this section.

Sec. 37.17.120. POWERS OF THE CORPORATION. In furtherance of

its corporate purposes, the corporation may



DRAFT
Law

(1) sue and be sued;

(2) have a seal and alte? it at pleasure;

(3) make and alter bylaw,! for its organization and internal
management;

(4) adopt regulations governing the exercise of its corpo-
rate powers;

(5) accept gifts or grants from a federal agency, from an
agency or instrumentality of the state, from a municipality or an
agency or instrumentality of a municipality, or from any other source;

(6) enter into contracts or agreements with a federal
agency, with an agency or instri-mentality of the state, with a munic-
ipality or an agency or instrumentality of a municipality, or with a
private organization or other entity regarding the exercise of a power
under this chapter; and

(7) do all things necessary or convenient to carry out its
corporate purposes and exercise the powers granted in this chapter.

Sec. 37.17.130. INVESTMENT RESPONSIBILITIES OF THE BOARD,
(a) The board shall recommend to the governor and the legislature
investments from the major projects fund. The board shall approve and
submit to the governor and the legislature a plan of finance for a
proposed project. The necessary elements for a completed plan of
finance shall be established by the board by regulation. In every
case, the plan of finance must include a detailed statement of project
costs and a statement of the terms and conditions for, and schedule of
repayment of the major projects fund investment.

(b) Money shall not be expended from the major projects fund for
a capital project unless the plan of finance has been approved by the
board, the governor, and the legislature.

(c) In accordance with policies set by the board, the
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unappropriated balance of the fund shall be invested by the Department
of Revenue in the manner specified for the general fund in Article IX,
section 16.

(d) The board shall submit long-range and quarterly investment
reports to the Legislative Budget and Audit Committee.

(e) The corporation may not borrow funds or guarantee the
obligations of others.

Sec. 37.17.140. BUDGET AND APPROPRIATIONS. (a) The corporation
may invest money from the fund only in accordance with an appro-
priation by the legislature. The corporation is subject to the Execu-
tive Budget Act, AS 37.07, except as provided in (b) of this section.

(b) The budget of the corporation shall include the projects and
amounts of proposed investments and all funds received by the corpo-
ration whether through allocations made by this chapter, appro-
priation, or otherwise. The total amount of the corporation's operat-
ing budget shall be specified separately in its budget.

Sec. 37.17.150. APPROPRIATION IN EVENT OF DISASTER. Notwith-
standing the other provisions of this chapter, the legislature may
appropriate money from the major projects fund to meet a state of
disaster declared by the governor as prescribed by law.

Sec. 37.17.190. REPORTS AND PUBLICATIONS. By September 30 of
each year, the board shall publish a report of the corporation for
distribution to the governor, legislature, and the public. The report
shall be written in easily understandable language. The report must
include financial statements audited by independent outside auditors,
a statement of the amount of money received by the fund from each
investment during the period covered, a description of corporation
investment activity during the period covered by the report, a compar-
ison of the corporation performance with the intended goals contained

-6 -
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in AS 37.17.020, and any other information the board believes would be
of interest to the governor, the legislature, and the public. The
annual income statement and balance sheer. of the corporation shall be
published in at least one newspaper in each judicial district.

Sec. 37.17 200. TAX EXEMPTION. The corporation is exempt from
all taxes and assessments in the state. AIl security instruments
issued by the corporation, their transfer, and their income are exempt
from all taxes and assessments 1in the state.

Sec. 37.17.210. POLITICAL ACTIVITIES. The resources of the
corporation may not be used to finance or influence political activ—
ities .

Sec. 37.17.220. PUBLIC ACCESS TO INFORMATION. (a) Information
in the possession of the corporation 1is a public record, except that
information which discloses the particulars of the business or affairs
of a private enterprise 1is confidential and 1is not a public record.
Confidential information may be disclosed only for the purposes of an
official lawenforcement investigation or when its production 1is
required in a court proceeding.

(b) The restrictions of (a) of this section do not prohibit the
publication of statistics presented 1ina manner that prevents the
identification of particular reports, items, persons, or enterprises.

Sec. 37.17.230. DEFINITIONS. In this chapter,

(&) "board"” means the Board of Directors of the Alaska
Major Projects Fund Corporation ;

(2) "corporation” means the Alaska Major Projects Fund
Corporation;

(3) "fund" means the Alaska capital major projects Tfund;

4 "project"™ means a Tfacility owned by the state that and
is able to generate enough revenue to pay Tfor its debt service, the

-7 -
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fund investment, and the cost of maintenance and operations.

(5) "project costs"

(A) means all or part of the aggregate costs de-—
termined by the corporation to be necessary to finance the con-—
struction or acquisition of a project, including without Ilimita—
tion che cost of acquiring real or tangible personal property,
and, in connection with real property, the .cost of constructing
buildings and improvements, the <cost of constructing means of
access toand from the project, the <cost of constructing ex—
tensions of utility systems to the site of the project;

(B) includes, without Ilimitation, the cost of financ—
ing the project; costs related to the determination of the fea-—
sibility, planning, design or engineering of the project and, to
the extent determined necessary by the corporation, administra—
tive expenses, the cost of machinery or equipment to be used 1in
the operation of the project and expenses of installation, re-—
placement or rehabilitation, and all other costs, charges, fees
ad expenses which may be determined by the <corporation to be
necessary to finance the construction or acquisition.

Sec. 3. AS 24.20.2.06(7) 1is amended to read:

@) provide Tfor [AN] annual post audits [AUDIT] an
operational and performance evaluations [EVALUATION] of the Alaska
Permanent Fund Corporation investments and investment programs and of
the investments of the Alaska Major Projects Fund Corporation;

Sec. 4. AS 39.25.110 1is amended by adding a new paragraph to read:

(26) members of the board of directors and employees of the
Alaska Major Projects Fund Corporation, AS 37.50.

Sec. 5. AS 39.50.200(b) is amended by adding a new paragraph to read:

(46) Board of Directors and executive officer of the Alaska

8
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Major Projects Fund Corporation, AS 37.50.
* Sec. 6. AS AA.25.020 is amended by adding a new paragraph to read:
(6) calculate and pay to the Alaska Major Projec
Corporation, AS 37.50, amounts payable to the corporation under
AS 37.50.010(a)(1).

* Sec. 7. APPOINTMENT OF FIRST DIRECTORS OF CORPORATION. () Th*
governor shall appoint the first directors of the Alaska Major Projects
Fund Corporation within 60 days after the effective date of this Act.

(b) The terms of the directors of the Alaska Major Projects
Corporation Tfirst appointed by the governor shall be staggered as
follows:

(1) one member shall be appointed for a term of one year;

(2) one member shal\ be appointed for a term of two years;

3) one member shall be appointed for a term of three
vears; and

(A) two members shall be appointed for a term of four
years.

* Sec. 8. FIRST MEETING OF THE BOARD OF DIRECTORS. The first meeting
of the board of directors of the A ..".ska Major Projects Fund Corporation
shall be held within 30 days of the appointment of all members of the
board.

* Sec. 9. This Act takes effect on the effective date of a constitu—
tional amendment establishing the Alaska major projects fund and directing

the payment of mineral resource revenues into it.

03-038
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1986
1987
1988
1989
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Total

Table 6 displays the amounts that could be available for cepcsi*
in a major project fund assumjirg "regular" capital budgets. of

$500 million- per year and $70 mM'ittion per ¥O¥F {unadjustéa for
inflation) through 1990:

Table 6
MONEY AVAILABLE FOR DEPOSIT
IN A MAJOR PROJECT .ftp |
-UND

(in millions) GZJLU OMAU m,iPW t
30th Sercentile Revel-UE€S Oith Percentlle Revenues

@ss500 Other @ $700 Other @ $500 Other 6 $700 Other
CaDital CaDital CaDital Caoital
535 335 733 533
142 - 354 154
295 95 514 314
158 - 357 157
- 341 141 586 3S6
49 i 474 274
1520 571 3018 1813

These funds would earn interest prior to being expended,
might thereby increase the total depending on whether the
earnings are retained in the major project fund or deposited in
the general fund. The amount of interest accumulated, would also
depend on the schedule of disbursements from the fund.

ana

The analysis suggests that deposits to the fund should be
scheduled, to end in FY 1990, since the projection of funds
available for all capital spending indicates serious decline by
FY 1991. The State should have a maximum level of fiscal

flexibility once the expected contraction in revenues begins in
earnest.



Amendment to include Bradley Lake in

proposed CS for SJR 32

p. 2, subsection (b) revise the last two sentences of (b) to
read:

The two largest hydroelectric projects for which applica-
tions for a licenst to construct have been submitted to the
Federal Energy Regulatory Commission by June 30, 1984 shall be
the first projects funded under this subsection. Upon completion
of the largest project which qualifies under this subsection, any
future monies accruing to the hydroelectric portion of the major
projects fund shall revert to the unallocated account in subsection
(d).

p.3, subsection (g) change the word "project"™ to "projects"”
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MEMBERS PRESENT

Senator Fahrenkamp, Chairman
Senator Ziegler, Vice Chair
Senator Eliason

Senator Vic Fischer

Senator Mulcahy

CALENDAR
SB 375, An Act relating to land disposal and management.

SB 222, An Act relating to the organization of DNR,
substituting references in the Alaska statutes to the
Department and the Commissioner for the references to the
Tivision of Lands and the Director of the Division of Lands.

SJR 32, Proposing an amendment to the Constitution of the State
of Alaska creating a fund to finance the construction of
capital projects and to provide equity for power cost
assistance.

SB 423, An Act relating to the Alaska Power Authority.

SB 522, An Act specifying how revenues dedicated to the major
projects fund shall be expended; and providing for an effective
date.

SB 523, An Act making appropriations from the Major Projects
Fund; and providing for an effective date.



SB 222

Sandra Schubert, Aide to Senator Fahrenkamp, explained that SB
222, which was prepared by the Revisor of Statutes, reflects
changes in drafting style. The second Committee Substitute
includes changes made to conform with the passage of SB 41,
which awarded the University of Alaska ownership and management
?f geréa_ilr; state lands, and the changes proposed in SB 375, the
ands bill.

Senator Mulcahy moved to adopt the second CS SB 222, and move
it from committee with individual recommendations. There was
no objection.

SB 375

Senator Eliason proposed an amendment to SB 375 that would
change the effective date on the quitclaim section of the Dbill.
He moved to adopt the amendment. There was no objection.

Senator Mulcahy moved CS SB 375 from committee with individual
reconi'lendations. There was no objection.

SJR 3!
SB 42.)
SB 522
SB 523

Senator Gilman proposed that SJR 32 contain a provision for
construction of the Bradley Lake hydroelectric project.

Dave Hutchens, Alaska Rural Electric Cooperative Association,
proposed authorizing and funding the Bradley Lake project, and
addressed problems associated with a delayed effective date on
the repeal of the Susitna "blackmail™ clause.

George Matz, Special Assistant, Department of Commerce and
Economic Development, presented testimony on the status of
negotiations with the four dam pool communities on signing
power sales agreements.

Sterling Gallagher, John Nureen and Company, reviewed the
problems associated with "roll-over"” of APA's short term debt,
citing pending C ngressional legislation, higher future
interest rates, and the assurances bonders would need to be
willing to roll the debt.

Senator Halford urged that the language to be inserted in the
Constitution be simplified.



Mike Scott,. Aide to Senator Ferguson, explained how the power
cost assistance provision in the resolution would provide rural
Alaska with some benefits of the energy program and thereby

gain equity statewide.

Gordon Harrison, Office of Management and Budget, submitted a
proposed Committee Substitute to SJR 32. He suggested that
funds be dedicated for a limited number of years and that the
power cost assistance language be clarified. He expressed
concern that with Constitutional authorization of the Susitna
project, there would be no avenue of retreat.

The meeting adjourned at 4:37 pm.
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SUSITNA FINANCE COMMITTEE INC.
Mr. President, members of the chamber and gv.ests, |

thank you for inviting me here today to present my company's
findings regarding the subject of financing power in the
Railbelt. When | was approached by a committee of the
chamber to discuss doing this work, | was unsure exactly
what were the motives behind the effort. Some people said
the energy committee was in favor of Susitna and they were
right 1 Some said the committee wanted to answer the unanswered
questions of affordability and financeability regarding
Susitna; and they were right! - Some said the object, was to
have an unbiased opinion from the private sector about the
supply and demand of Railbelt power for the rest of the
century and, they too were right. To us, the important
thing was that our mandate was to be totally objective, and
that we be allowed to investigate the facts from which we
could draw conclusions and develop a plan of finance. W
accepted the job on that basis.

I consider this undertaking by the chamber to be a
remarkable display of public concern for the basic issue of
Railbelt power production, and cannot imagine a clearer
statement of private sector support for the need to make a
decision in a timely, cost effective manner. Every single

person involved in this study can take personal pride in

what has been accomplished.



The report was not prepared for any particular audience
but rather was meant to answer the basic issues of:

one - Can power from a generating source as costly as
the Susitna project be afforded within the State?

two - If the project can be afforded is it possible to
design a workable plan of finance? Can the money be raised?
This will require that the investors and financial markets
be convinced that the utilities will purchase the power at a
price which will return enough money to the investors and
lenders to satisfy their rate of return requirements. In
fact, this commitment most likely will have to be made prior
to the financing being conducted.

and three - For the utilities to be willing to purchase
power from a future source, they must be convinced the
source is the cheapest means of producing that power.

A lot of very professional work has been done by some
excellent firms with regard to power planning in the Railbelt.
In no way did we attempt to duplicate this work. Rather, we

drew on it extensively for the data we needed.



Gas fired generating plants provide 78 percent of the
total Railbelt power today and coal provides most of the
rest. These sources are expected to remain the only practical
means of meeting future power needs, other than by hydro.

It is because the proven reserves of gas in Cook Inlet are
expected to be unavailable at today's prices after the
current contract terms are completed in the mid-1990's that
the decision regarding Susitna takes on such urgency. | f
the decision to proceed is made today, the first phase of
the Susitna Project could not come on line until just about
the time that the low priced gas would be unavailable.

Our first task was to find a clear basis for comparison
of the three practical options for generating power in the
Railbelt, namely, coal, gas and hydro. Only then could we
be certain that the hydro option was lowest cost and the one
that the utilities would be most likely to accept.

We developed that basis for comparison, and examined
the costs of the three alternatives. All of this is laid
out in the report. One important feature of our approach
was that we analyzed the two dams of the Susitna Project
separately, that is, the Watana Dam and the Devil's Canyon
Dam.

For a variety of technical reasons, the Watana Dam must
be built first, Devil's Canyon second. In analyzing Watana

first, the following important points should be kept in

mind:



one - Watana is more than twice as expensive as Devil's
Canyon as it carries much of the infrastructure costs of
Devil's Canyon and will be the most difficult to justify and
finance.

two. - The output of Watana is estimated to be fully

utilized when it is completed while the output of Devil's

Canyon will depend on growth rates for demand into the next
century.
and three - If Watana can be shown to be the lowest

cost means of generating power, then Devil's Canyon, at half
the cost for the same megawatt' output as Watana, will be
almost certain to be economically viable.

Next we selected the year 1996 as a date for Watana to
come on stream. 1996 was chosen for three reasons:

* First it is a likely target date for Watana to be
completed.

* Second it is the year after the current very low cost
Cook Inlet gas contracts with the utilities have expired.

* and third, it is the year when the output of Watana
is estimated to be fully utilized.

We then needed to establish a time period ever which to
calculate the costs that will accrue to all three alternatives

and the cash flow needed to meet those costs.



Hydroelectric dams have a useful life of 50 to 100
years, gas plants last about 25 years and coal plants about
30 years.

Since again hydro is the longest lived option, we used
a 50 year timeframe knowing that we could determine the same
costs for the thermal alternatives over nhis same time
period. We are well aware that the dam should have a useful
life closer to 1GO years but have used this more conservative
life to correspond to that used in the FERC license application.
Having done all of the above, we compared Watana to gas
generation and coal generation. To eliminate having to
estimate rates of inflation we conducted the analysis all in
1983 constant dollars.

And finally we used a present value analysis which
brings all costs back to today's equivalent, weighting near
term costs more heavily than those farther out into the
future.

The costs we have analyzed are the major ones of capital,
fuel and operations and maintenance. There are a number of
costs common to all three alternatives that we have ignored
since, being common, they would not affect the relative

positions of the alternatives.



It 1s important to understand the difference between
what we have done in our comparative cost analysis and what
was done in the studies conducted in the past by several
excellent firms under c .ntract to the APA. Those firms were
interested in the precise methods, costs, and timing of
providing all the power needed by the Railbelt between now
and the year 2045. Our goals were very different. We
wanted to analyze first whether Watana's output would be
cheaper when it comes on stream in 1996, and remain so for
t.he next 50 years, than an equivalent amount of power generated
by coal or gas fired plants over the same time period.

Second we wanted to look at the power that could be
produced by Devil's Canyon and see if it too was the lowest
cost means of production. Clearly there is a need for a two
step decision regarding future Railbelt power generation.
Only by analyzing Watana and its alternatives alone can the
first 'f these be made. The second decision pertaining to
meeting power needs over and above Watana will come later.

Using the present value analysis just described, the
cost of producing a firm block of power, over 50 years, by
means of (oal, gas or Watana would be 3.631 billion 1983
dollars if generated by the Watana dam, 4.431 billion if
generated by coal plants and 4.709 billion if generated by
gas. Stated another way, it would cost ever 20 percent more
to generate this amount of Railbelt power if coal plants are

used and almost 30 percent more if gas plants are used.



We believe the decision is how to produce this power
not whether to. The demand for power in the Railbelt has
grown 11 percent compounded annually since 1960. The fore-
casting models have been conservative in their calculations
that demand will grow at only 2.7 percent annually through
1996 and this is cne number we have used. Given such demand,
it should be recognized that the consumers will want and be
ready to pay for the power. They either will have to pay
the lower cost oi: 3.6 billion if Watana is built or some
higher amount, such as 4.7 billion if the present method of
using gas is maintained.

One side issue should be addressed. If gas is net used
for generating electricity after 1996 but is confined to
being used for home heating, the added value to consumers,
in the same terms we have been discussing, would be another
1.1 billion dollars.

Clearly, the Watana Dam is the most cost efficient way
to produce the amount of power estimated to be needed by
the Railbelt in 1996.

Devil's Canyon, with half the cost, can produce the
next 3500fgtiig|;”aojnwatts of power at a price to the consumers
which is well below any thermal alternative, unless one
expects the very long term trend of energy prices to decline
markedly in real terms or the cost of money, again in real
terms, to be very much higher than it has been in the past.
Keep in mind however that any decision with regard to Devil's
Canyon need not be made until sometime in the future when

the demand is more assured and the costs of all the alternatives

can be re-examined.



In all of our analysis the future privce of oil has
played a central role. It influences demand through the _mf
Js

#
expenditure of state revenues and it influences the costs of -

the thermal alternatives by helping to establish their fuel
costs. For this reason we hired a highly respected firm,
Petroleum Industry Research Associates, to prepare a compre-
hensive oil forecast through the year 2000. Their work
concludes that the price of oil will fall, in real terms,
from the present 29 dollars a barrel to 26 dollars a barrel
in 1990. Between 1990 and 2000 it can be expected to grow
two percent per year when it will have reached almost 32
dollars.

Having concluded that Watana and Devil's Canyon will
produce the lowest cost power for the Railbelt and therefore
should be acceptable to the utilities, we addressed the
problem of could the dams be financed and how. Let's take
Watana first.

Taking into account the cost of construction, the cost
of interest during the period of construction and 200 million
dollars estimated to be needed by the utilities to pay off
their debt associated with the thermal plants which are
being superseded by the dam, we arrive at a total debt need

equivalent to $2.9 billion dollars in 1983 terms.



We next looked at the revenr.es from the sale of power
to the utilities over the life of the dam. Investigations
led us to believe that the consumers would be willing to pay
some small premium in the very early years o/er the retail
price of alternative power. We set this premium at 10
percent and the wholesale price per kilowatt hour at 5.9
cents in 1983 dollars.

We calculated a level debt service for the total debt
of the project and concluded that the costs of the annual
debt service would exceed the revenues, but only for the
first ten years of operation.. After that revenues would be
higher than annual costs by an increasing amount and the dam
would be financially viable.

The job was to bring those early year costs down to
where the revenues could cover them in every year the dam
was in operation.

To do this we determined that ei “her an equity invest-
ment would be required or an annual subsidy to the rates or,
a combination of both.

There are two sources for this equity investment, the
state or private investors. We ruled out private investment
for two reasons: private investors would want a certain
amount of ownership control that would be unacceptable and
they would require a rate of return higher than the project
could afford. Th_ state on the other hand could be more

flexible and would remain in control of the project.



On the debt side we determined there are two practical
options for raising this large amount of debt. Until now
municipal or tax exempt debt has been assumed to be the’
lowest cost and perhaps the only viable source of debt
financing.

In the course of our investigations however, we looked
at the possibility of using debt guaranteed by the Federal
government through the Rural Electric Administration.

The advantages of using REA guaranteed debt are:

* Being U.S. government guaranteed, the rate will be
the lowest of any taxable debt instrument

* REA would require no ownership interest in the dam

* Revenues from the dam would not have to be greater
than what would be needed to meet the debt service,

* REA would accept state subsidies to make up any early
year shortfall between revenues and costs, thereby allowing
the state to stretch out its investment twelve years beyond
what would be required if municipal debt were utilized, and.

* REA guaranteed debt is net an obligation of the State
of Alaska, and therefore could help preserve Alaska's high
credit rating.

It should be mentioned that REA will only finance the

debt related to the power the REA utilities utilize.



Municipal debt, on the other hand, would carry a small
interest rate advantage, but that advantage is offset by
more stringent revenue requirements. Also, municipal debt
would need any equity investment to be made at the time of
construction rather than stretched out in the form of subsidies.

In addition, there are tax-exemption eligibility problems
associated with using municipal debt that would have to be
solved. As now constituted, the Susitna Project would not
be eligible for tax exempt status.

We developed a preferred plan of finance which used a
majority of REA-guaranteed debt, and a smaller portion of
municipal, tax-exempt debt. This plan allowed a minimum
need for state investment, spread the need for state appropria-
tions ov a larger number of years, and did not present a
tax exemption problem. Using this plan the state can invest
$800 million in 1983 dollars at the time of construction and
spread another $778 million dollars over an additional 12
years. This suggests a need to start appropriating from
178 to 226 million dollars annually starting with this

legislative session.



It is interesting to note that under the REA option
which we have chosen, the state will begin receiving art
sajwtsi return on its investment in the eleventh year after
startup of 30 million dollars. This climbsyjto over 900
million when the debt is repaid. As such the state investment
in the project would have some striking similarities to the
ideas put forth recently for a Capital Investment Fund.

We de*eloped an alternative finance plan using exclusively
tax-exempt debt, but this is a less desirable plan because
it requires a greater amount of state eruity investment, /MXfiiY
1.884 billion dollars over 8 years versus the 1.578 billion
spread .over 20 years in our preferred p)an.

There are means of reducing debt costs by using various
financing techniques. They all should be looked at when the
financing is to be done and employed if appropriate. Our
report went into all of these. However, the effect on the
total cost of debt will be small.

We also developed a plan of finance for the second dam,
Devil's Canyon. We used the same reasoning and concluded
that the economics of Devil's Canyon are so attractive that
no state investment would be required, that the total investment
would be debt financed and that the debt again should be

split between REA guaranteed debt and municipal debt.



In summary, we concluded that power in the Railbelt for
the remainder of this decade can be supplied more cheaply
using Susitna hydroelectric power than by continuing to use
gas or coal fired plants.

And, we concluded that both Watana and Devil's Canyon
can be financed and can be afforded in the light of expected

state revenues.
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@Lawmakers see chance for governor’s projects fund

By JOHN LINDBACK
Daily News reporter

JUNEAU — Gov. BillSheffield’s proposal to
crento a special state fund for financingmajor
construction projects Is gaining renewed atten-
tion from House and Senate leaders.

House Resources Committee Chairman John
Ringstad, R-Fnirbnnks, and Senate Resources
Committee Chairman Bettye Fahrenkamp, D-
Fairbanks, said Thursday they are studying
options, that would combine the governor's

-special projects fund \ylth a fund backed by
supporters of the Sunltnn hydroelectric project.
"l think wo’ve got a good shot ot some sort
of a special projects fund. I'm hopeful thut
Susitna could bo part of It," Ringstad said,
When Sheffield first proposed setting aside
$300 million this year for major projects, It met
Immediate resistance from, the legislature.

Some lawmakers nrgued that a constltullonnlly
dedicated fund, as She/field proposed, would
have to go to the voters before they would be
willing to set aside money,

But this week legislators said new problems
with hydroelectric project flnnndng In Aluskn
could ploy n role In boosting the governor's
chancoi; of getting what he"wants.

Ringstad and Fahrenkamp said the gover-
nor's office will be Involved In trying to work
.out a proposed solution for consideration by the
legislature this session that could:

¢ fend the governor's proposal for creation

mof @@ major projects fund to the state ballot for
'comgdideration by votors;

‘Include In legislation creating the fund
assurances of state support for tho Rnllbjlt's
future "energy needs;" .

+ Repeal the so-called Susitna blackh¥l!

d

clouse, wh'ch looms as a major stumbling block
for tho Alaska Power Authority in Its attempts
to secure iover sales contracts with utilities
served by state-financed hydroelectric projects
near Petersburg, Wrangell, Valdez and Kodiak.

Such _ plan would allow repcnl of tho clause
but still give railbelt legislators the "political
security” of knowing the state is still commit-
ted to hydroelectric divelopment In their area,
Ringstad said.

Southcentral Icglsla ors supparted gh Suslt-
no.clause to make sure thelr region o tﬁe state
wc weP Fs i nm of nﬁm appropriations for

yaroelectric aevelopments.

The governor Introduced bills this week that
would repeal the clause und tluiB dear away the
stumbling block for the power sales contracts.
The communities ure reluctant to sign the
contracts boeousc If the'stnte grants turn,to

lonns, their power rates could dramatically
Increase.

The clause says that $5 billion must be
appropriated for the Susimn project by 1991, or -',90
millions ot dollars in direct state grants that
financed ether hydroelectric projects around the
state would turn Into loans.

Fahrenkamp said she couldn’t support repeal
of the clause unless she Is given some type of

0asslurance Watofherﬁ)tntc's commitrf1ent to Wﬁﬂ's'
remajs Intact '

Sheffield's major projects fund hill proposes
that U be limited to projects exceeding SUM)
million. Tho Watana dam, the first of two dams
proposed for the Susitna project, is e.timated to

, cost about $3.5 billion fn 1083 dollars,
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Juneau — House and Senate

leaders say they've reached
“conceptual aFreement on a
glan that would help refinance
200 million in short-term Alaska
Power Authority debt, while set-
ting up a fund to pay for con-
striction of the Suaitha hydroe-
lectric project.

One version of the compli-
cated plan, introduced Jna House
committee this morning, would
do away with the so- caLfd “Su-

sitna blackmail clause" upon aP-

?roval by state voters of a consti-
utional amendment establishing
a state major projects fund.

The top |or|or|ty of the ’und,
under the plan, wouid be to help
w y for the proposed $3.9 billion

atana Dam in the Susitna proj-

The Susitna blackmail clause
—which lawmakers now call the
"Susitna equity clause” — re-
quires that 35 billion be invested
m the Susitna hydro project by
1. If the money is not invested
m Susrtna state” grants ot $280
million for four dams in South-
east Alaska must be repaid as In-
teres]t bearm%loans :

e us(“)r] clause is seen as a
magor roadblock in efforts to re-
finance some $200 million In
short-term debt for, the four
Southeast dams whrch begins
commP due in May. If the debts
canno be refmanced the state
faces the un Ieaﬁant optroH of
elth er[pa mg ort em in'cash, or
defaulting on the loans.

House™ Speaker Joe Hayes,
R-Anchorage, and Senate Presi-
dent Jay Kerttula, D-Palmer,
said Thursday ther are in rouqh
aPreement on a plan that would

mmate the Susrtna clause in
return for the establishment of a
major projects fund dedicated to

SEN.JAY KERTTULA
Agrees on plan

building Susitna.

A state major projects fund,
to fimxnce construction projects
costing more than $100 miflion
was, first proposed by Gov. Billq
Sheffield in Januar;r he gover-ij
nor's proposal would amend the
state constitution to require that '«
10percent ot the state’s revenuyes |,
be deposited in such a fund, be-
%%mg this year and/ending in_

Hayes said that a resolution
estaplishing such a fund — with
Its first use the burldmg of the
Watana Dam ass out of
the House Resources ommittee
ear| ;{]nex week.

e speaker said iIStEthe pro-
posed fund would also be used for
a wide gamut of other pro-
jects,” Incluqu energy subsi-
ollreess to rural Alaska communi-
See Hydro, page A-14
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sults of such a vote could come
hack to haunt them when th*
Issue nextsurfaces.

The Senate then voted to ex-
tend the current oil export ban
for six more years. The House
version of the same hill, the E
portAdmtntstratmhAct caIIsfor
a four-yearban.

s ready

days of imports at 1983's daily
rafe of 42 million barrels a day
from all sources, according

De?artment of Energy estl-

ma

But many of those sources are
nowhere neéar the volatile Per-
sian Gulf, where Iran has repeat-
edly threatened to close the 50-
mile-wide Strait of Hormuz, the
bottleneck between the qulf and
the Arabian Sea.

The community felt like it was a
sitrprlse had "they realized all
alon
Iemsgthey would have been-a lit-
tlie more prepared for the double-
shifting.’

Members of the group say
that the school district doesn’t
have enough information to
award the “contract and that
unanticipated repair work could

that there were prob-

A spokesman for the district's
construction management firm
acknowled?ed Wednesday that
notevery ifem to be repaired has
been identified,

Bill Echols of Heery Program
Management said that engineers
had cut about 70. OHenmgs in the
walls throthout the building to
get a sampling of how much’re-
pairwork needs to be done,

Hydro project plan

Continued from page A-

Meanwhile, an amendment

linking the repeal of the Susitna
clausé to approval by voters of

the proposed major projects
fund was introduced in the House
Labor and Commerce Com-
mittee today by Rep. John Cowd-
ery, R-Anchorage.

One membér of the Com-
merce Committee, Rep. Raon
Wendte, ~ D-Ketchikan,  said
Cowderys proposal jeopardizes
the state’s credit since it would
not permit the repeal of the Su-
sitna clause until voters decide

the quest|on th|s November.
Wendte said short-term
bonds on, the four Southeast
dams, which begm to.come due
in May, cannot be refinanced as
Iong ds the Susitna clause is in

P “To try to delay everything
until November will place the
state in serious financial jeop-
ar Y It either will mean de-
fau tln? on those loans or funding
the retirement of those loans.
Right now the

proposals under
consideration

do not call for

funding the retirement of that
debt.

413 \/ Street
"Downtown”

DEDICATED TO KNOWLEDGE.
ETHICS AND CONSUMER PROTECTION.



By HALSPENCER

The Associated Press
_ Alaskans would "buy a pig in a Foke
if they decided to have “an elected
rather’tlian appointed attorney general
without first defining the furictions of
that office, former state attorney
general John Havelock asserted Fri-

ay.
Xle was among a handful of Reople
who testified at'a House State Affairs
Committee teleconference hearing on a
measure setting l#) a statewide vote on
whether to aménd the Alaska Constitu-
tion to make the attorney general's
post an elective position.

Havelock and another former attor-
ne)( general, Avrum_ Gross of Juneau,
bothsaid the proposition is less simple
than it seems, _

But the hill’s prime sponsor, Rep.
Jerry Ward, R-Anchorage, disagreed.
“I’'m sure you can get 14 attorneys In
some room; and I’m’sure you can mud-
dle this up, just like the Capital move,
s0 nobody can understand it.”

Ward’s bill ?HB456% would. seek an
adV|sor¥ vote from the public askm%
"Shall the Legislature_ of the State 0
Alaska proposeé a constitutional amend-

Continued on Page 14

By DEBBIE IIEINWAND nOSE
The Juneau Empire

The meeth place can be called a
capitol or a legislative hall, but if the
Legislature is Telocated, it’s a capital
move, said a majorltg of Alaskans testify-
ing at hearings Saturday on a hill to move
lawmakers to Anchorage. . .

At a_ teleconference hearing of the
House State Affairs Committee, a handful
of citizens from Bethel to Ketchikan came
forward :0 tell their elected officials that a
bill introduced. by Rep, Mike Szymanski,
D-Anchorage, is capital-move legislation,
despite assurances from committee chair-
man_Rep. Mitch Abood, R-Anchorage,
that it is not.

Sturgulewski: Major
projects fund in trouble

KIKEV  that would be financed with it are in

Bykirk McAl lister
The Juneau Empire

A proposal by Gov. Bill Sheffield to set
up a major Fije_CtS fund, that would
finance capital projects around. the state,
may. have trouble passing the Senate this
session, —according t0  Sen.  Arliss
Sturgulewski, R-AnChorage.

Speaking this mormng% to the Alaska
Business Roundtable, Sturgulewski said
the governor’s plan for a '('Permanent
fund” for major projects could be passed
along for state residents to vote on but she
doutited the measure would be funded by
the Senate. _ _

As proposed by Sheffield, the major pro-
] cts_fund wodld be set up by con-
stitutional amendment and financed by
depositing 10 percent of the stale’s
revenue into the account, The fund would
provide money for projects arpund the
state costing more than $100 million. Ex-
amPIes of projects the fund could finance
Include Susitna Dam, the Knik Arm Cross-
Ing, Bradley Lake Dam and the Red Dog

iwojlx.
||§ OJ

Sen. Arliss Sturgulewski

<*One problem that rural eg
with the fund is that most of the projects

r-3
\P UV CL

islators have i

Southcentral Alaska," she said. ‘It raises
the equity question with other parts of the
%rt]ate. Iﬁ will be surprising if this bill goes
rough.

_ Desgplte the decline in oil revenues that
IS _exPected_ in the late 1980s, Sturgulewski
said there is still “tremendous pent-up de-
mand for capital projects,” in every area
of the state.

This “rush to spend evety last dollar,”
has serious implications forthis years ses-
sion, she said. “The pressure tq dip into
the rainy day account or the undistributed
maney in the permanent fund is strong.”

Oné issue that will have to he addressed

.this session s what to do about the $185

million in short-term loans that is coming
due hi May for Alaska Power Authority
hydro projécts in Southeast, she said,
On other subjects, Sturgulewski said
budget requests “for $260 nillion in loan
ro%rams appear to have strong supPort in
eSenate and will probably be fully fun-

Contlnued on Page 14

“A bill to move the Legislature is a
capital move.... Itis a political move and
not a practical move," said Sitka Mayor
John Dapcevich. "This would make the
Alaska Legislature the laughingstock of
thecountm{. _

Rather than continue to debate a 20-
year-old issue, Dapcevich asked House
members to “get w0 work .., we've gzot
some serious problems ahead in this state
for example the loss of the_B_uIF mill and
the F.A.A. in Sitka, the possi ility that Mt.
Edé;ecumbe,schoolwontopen."

Bethel City Council member Johne
Binkley agreed, saying the * eoRIe's vote
was clear™ in November, 1582 when ama-
jority voted against the proposed capital

Rain showers diminishing tonight. A few
mixed rain_and snow showers Tuesday. South
winds gusting to 30 mph becoming light and
variablé tonight._High today: low 40s. Low
tonight and high TueSday: low to mid 30s. Qut-
look for Wednesday: A few snow showers. High
Sunday: 35 Low Last nijjht: 32. 24-hour
premgltatlon: .20, Heating de(_)ree days for Sun-

a){: 2. Record high: 47 In 1977, Record low: -8
IN1966. Sunset: 4:33. Sunrise: 7:51. .

VALLEY WOODSMOKE INFORMATION
For information call 5864)008.

~ AVALANCHE REPORT
For information call 586-SNOW.

EAGLECREST REPORT ,
No new snow, but it was snowing on top this
morning. Temperature at the Dbottom: 38
degrees. Snow pack at bottom; 27 indies, Tem-
Berature at top: 32 degrees, Wind 10-20 mph.
acked snow conditions at the hottom: heavy
snow at the tog. The road has been sanded, but
0

is Icy in spots. Good snow tires arc advised.

. TUESDAY'STIDES

High 4.08a.m. 1531t.
hwﬁ 1}1):1?1 a.m. 2.8 H
I Al p.m. o 1T
Lo%v 10:185.m 188
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uL/jut i AUL abVvullu
satel1fe deﬁlo ed by the space
shuttle Challenger misfired
Monday, pioming™ and strayed
oft course in an~orbit too fTow
for it to relay communications.
It apparently met the same
fate as the “first satellite
launched three days ago.

Power autboHfy

the first satellite, the Westar 6,
was lost after its launch on
Friday.

Space officials said the fail-

ures would not alter plans for
two_astronauts, Capt. Bruce
McCandless of the Navy and
Lt. Robert L. Stewart, of the

rate subsidy to utilities

By DON HUNTER
Daily News reporter

A $35 million state grant
will be needed to' further sub-
sidize'hydroelectric rates for
utilities”in the so-called Four-
Dam Pool, under a plan un-
veiled by the Alaska Power
Authority on Monday.

But representatives for the

e utilities are not yet completely

satisfied with the deal, and the
mayor of Petershurg says the
southeastern community can-

jKht aq_ree_ withjn the two-week

time Timit APA Executive Di-
rector Larry Crawford says is
necessary. . _

"I've said all along it’s got
before the voters" “in
Petershurg, said Mayor Don

Koenigs. "Additionally, Koe-

Lemon
oes back
0 Buick

By K.C. MOON
Dally News reporter

Since he bought his Buick
Centurly new in"1982, Dennis
Stovall has been cursing the
car, trying to find some way
to getrid of it. _

~Window _cranks_fell off in
his h

ures

left him stranded.

Windshield wipers (wit dur-

I|_n heavy rains. Warning
|

ghts flickered as the" en-
%‘28 sputtered and grum-

Now, in what Stovall

Says IS a monumental victo-

ry” for consumers, Buick
must buy back the car.
The buy-back is the result

of the fifst Alaska arbitra-

tion of consumer complaints

See Back Page, CAR

and, Transmission fail-

nigs saYs independent finan-
cidl analysts should review the
deal and the whole proposal
needs to be considered more
carefully.

However, Dave Nease, gen-
eral manager of the Kodiak
Electric AsSociation, was more
optimistic. “We've certainly
come a Jong way,” he said. "l
can really “see where they've
been I|sten|nﬁ_to us, (but) there
are a few things we reed to
discuss and clarify."

Kodiak and Petersburg are
at opposite ends. of the” pro-
posed rate stabilization fund,
which,. with bond sale pro-
ceeds ir. addition to the state
grant, would total about $64

See Back Page, POWER

tions satellite disappeared sec-
]Q_n_ds after its rocket began
iring.

C%_mmunlcatlon with such
satellites is usually established
within an hour of so after the
rocket fires to hoost tl » satel-
lite to its 22,300-mile-hijh or-

Oecrs* 11 weather

Cloudy today,

partly clou

and colder to-
. night . and
_ Wednesd_aK.
North winds to 10 mph. Highs
today 15 to 20, lows tonight 0
to 5. Outlook for Thursday,
clear and cold.

im |

High Monday e 18
Low Monday morning 12
9 p.m. temperature. ... 16
Hum|d|t¥ ..................... 71 %
Barometer. ..o 29.33-
Normal high Feb. 6. 24
Normal low Feb. 6.........owrvrenen 9

Record high Feb. 6 (1935).....47
Record low Feb. 6 (1921).......-30

MOUNTAIN WEATHER,
AVALANCHE ADVISORY
271-4500

-------- Tl
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Dennis Stovall stands with the Buick that he'll be selling back to Its makers.



ther world,” says Reggie
Joule, a noted Inupiat athlete
and Kotzebue coordinator for
the region’s Ilitqusiat, or Spir-
it, program.

Joule lived in Kotzebue as a
child, but says he learned little
of the Inupiats’ traditional
huntm%and survival skills —
“I might as well have grown
up in Los Angeles."

[litgusiat means "The Real
Peoples’ Way of Life.” The
?rogram was started about
hree years ago and was de-
signed” to foSter self-esteem
and pride, emphasumlg such
principles as sharing, love -of
children and "hunter’s suc-
cess," or the ability to achieve

algoal, .

“The whole concept is to
make people feel good about
who they are," he sdid.

Rolarid Booth, the 45-year-
old pastor of the Religious
Somet%/ of Friends church,
Kotzebue's largest, says he
supports the Spirit program.

"All the value systems we
are_tr)rmg to teach
biblically oriented. If a person
gets active in the communm{,
In the end it may get people
back to church." _

But Schulz, former presi-
dent of the Kotzebue Christian
Conference, says the program
is humanism, pure and simple,
and. has contributed to ‘the
suicide rate. Says Schulz:

"Some of their leaders have

I boldly said, ‘We don’t want
the church. We tried the
church.

We want somethm%
else.” There has heen a grea
increase in the suicide rate. |
P_ersonally see a groat connec-
jon. Pedple Icannot say we
don't want God anymore and
walk away smiling.'

But, says Joule:

"The Micide rate has gone
up, but that reinforces "the
need for something like a Spir-
it prograrr™"

are all’.

argued their cases for about
eight hours before three volun-
teer arbitrators, all from An-
chorage.

Over the weekend, Stovall
received a letter statm%_he had
won his case. All arbitrators
agreed with Stovall’s conten-
tion that he "did not get the

Power authoritx

Continued from Page A-I

million, _ _

Kodiak, with the highest
electric demand, could eXpect
to draw up to $23 million from
the fund to underwrite electric
costs over the next seven
years. Petersburg, with Iless
demand and moré modest elec-
tric costs thanks to a two-
megawatt hydro plant alreadg
in place, would
million share of the raté fund,

Earlier, Crawford told the
utility r_eﬁresent_atlves that the
deal,”with possible minor ad-
justments, Is as good as the
state can offer,

For the utilities, Crawford
said, the plan would guaran-

e:

e Rates for_ hydroelectric
power — traditionally highest
In early years of plant opera-
tion — will not exceed the
costs the utilities would have
paid to gienerate electricity
with diesel power. To back up
the promise, the APA would
create the $64 million rate
fund to_subsidize electric rales
to the Four-Dam communities.
The $35 million of state money
would be a grant, said
ford, "not a loan ... (although)
a lot of people would like to
see K made a loan that would
be paid back.”

eThe utilities would have a
voice in preparation of annual
state operating fciudgets for the

et only a $3.7-

Craw-

time, but | finally got what |
wanted.” _
Stovall showed copies of
about 50 letters he had written
to the dealership and Buick
customer relations offices in
an effort to get the car fixed.
In the two years of owner-
ship, the car had been almost

ydroelectric projects, =
eThe original utilities in
the Four-Dam Pool would be
insulated from additional debt
service costs as other ﬁrOJects
— po_ssmlg including t
ti-billion Susitna_dams — are
added. The tour-Dam utilities
would pay no additional deht
service for the first five years
the deal was in effect,” and
increases would he limited to a
cumulative 30 percent over

any five-year period thereaft-

Crawford has asked for a
response from the utilities by
Feb. 15 and plans to ask for
final apPro_va from the APA
board of directors on Feb. 22,
The Four-Dam fman_cmq
age requires extensive Tlegisla-
tive action as well as the $35
million appropriation, and
Crawford says lawmakers
must have a proposal in hand
soon.

Crawford said the deal with
the rest of the Four-Dam Pool
utilities can still go forward

. Without Petersburg’s partici-

pation. _

“We'll have to make it
work," he said. "I'm ?om% to
Propose that we keep, the deal
ogether the way it’s _pro-
F_osed” and resume delibera-
ions with Petersbur? later.
However, he warned that the
Bower authority is unlikely to
Iet as willing "to compromise
ater.

e mul-

pack-

lost nicely the car win oe
resold, either by )
other dealer," Hiatt said. “It’s
not a bad car.
"Unfortunately, (Stovall)
had problems with it, but in
my opinion it's completely

afe.
Hiatt said that although it

At stake in the talks, ac-
cording to Crawford, is the
statew'ide energy program’s
reputation among’ major lend-
mngnstltutlons. _

he Four-Dam projects —
Swan Lake, Terror Lake, Solo-'
mon Gulch and Lake Tyee —

"cumulatively cost abouf $465

million. They were financed
y a mixture of state grants
and about $200 million in
short-term loans that begin to
become payable in May. Craw-
ford wants to market revenue
bonds to convert the short-
term, h|gnh-|nterest debt to
Iong-term onds.

nless the bonds are sold,
the legislature will either have

us or some , had worse cars tha
I(W]Q dﬁo_

to appropriate uPh to $200 mil-.

lion to pay off the short-term
loans, ask for delays in paying
off the loans, or default. None
are_considered appealing alter-
natives, and default — with
carryover effects on bond rat-
ings” throughout Alaska -t ap-
pears the I2ast likely.

To market the” Four-Dam
honds, however, the APA
needs power supply contracts
with the_ utilities servmg the
communities of Petersburg,
Wrangell, Ketchikan, Kodiak,
Valdez and Glennallen. ,

The utilities, critical of the
APA’s performance in
riing and building the projects,
have argued thaf hydroelectric
power would cost’them sub-,
stantially more than their

plan-'

>

. ane an

cou anything about It.
The arbitrafion program set
up for Alaskans by the Seattle
Better Business Bureau still is
b_emg developed. Wendy Ben-
nington, who manages automo-
hile arbitrations for the office,

ow a lot O eoPIe Wha

roposes subsidy for utilities in dam pool

?resent diesel-fired generation
or the next several years. The
rate fupnd was proposed to
satisfy that concern.

The utilities also paint out
that state officials originally
Planned to completely finance
he hydro projects "through
étabtte grants, with no carryover
ebt.

Some utility officials also
question the APA’s assump-
tions about future electric de-
mand in their- communities.

The power authority's track
record of predictions” for the
four hydro projects does. not
|nsE|re confidence, utility
spokesmen said. The approxi-
mately 5000 residents of Pe-
tershurg and Wrangell, for ex-
ample, “will need ‘only about
one-third the power the Lake
Tyee project is capable of pro-
ducmdg and projections " re-
leased” Monday show that level
of demand will not Increase
Tarkedly at least through

9%,

But, they said, only two
years ago the APA_ decided to
double “the capacity of the
Tyee project from 10 me?a-
watts — now deemed suffi-
cient at least through the turn
of the century — to 20 r_ne?a-
watts. The project, or|g|na$lll}:[>
estimated io cost about. $5>
million, s now approachl_nq
$130 million with commercia
operation expected to begin
this year.
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ther world,” says Reggie
Joule, a noted Inupiat athlete
and Kotzebue coordinator for
the region’s llitqusiat, or Spjr-
It, program.

Joule lived in Kotzebue as a
child, but says he learned little
of the Inupiats’ traditional
hunting and survival skills —
"I might as well have grown
up in Cos Angeles."

llitqusiat means “The Real
Peoples’ Way of Life." The
?rogram was started about
hree years ago and was de-
signed” to foster self-esteem
and pride, emphasumlg such
principles as sharing, [love -of
children and “hunter’s suc-
cess,” or the ability to achieve

goal, .
“The whole concept is to
make people feel good about
who they are," he said.
Rolarid Booth, the 45-year-
old pastor of the Religious
Sometg/ of Friends church,
Kotzebue’s largest, says he
supports the Spirit proPram.
"All the value systems we
a[e_trYlng to teach are all
biblically oriented. If a person
gets active in the commumt){,
in the end it may grt people
back to church. _
But Schulz, former presi-
dent of the Kotzebue Christian
Conference, says the program
is humanism, pure and simple,
and has confribu ted to ‘the
suicide rate. Says Schulz;
. "Same of their leaders have
I'boluty said, ‘We don’t want
the church. We tried the
church. We want somethin
else.” There has been a qrea
Increase in the suicide rate. |
P_ersonally see a
jon, Pedple cannot say we
don’t want God anymore and
walk away smiling."

But, says Joule:

"The Mlcide rate has gone
up, but that reinforces "the
need for something like a Spir-
It program

great connec-

argued their cases for about
eight hours before three volun-
teer arbitrators, all from An-
chorage.

Over the weekend, Stovall
received a letter statmg_he had
won his case. All arbitrators
agreed with Stovall’s conten-
tion that he “did not get the

Power authoritxy p

Continued from Page A-l

million, _ _

Kodiak, with the highest
electric demand, could expect
to draw up to $23 million from
the fund to underwrite electric
costs over the next seven
years. Petersburg, with Iless
demand and moré modest elec-
tric costs thanks to a two-
megawatt hydro plant aIread¥
|n_FIace, would get only a $3.7-
million share of the raté fund,

Earlier, Crawford told the
utiljty r_eﬂresent_atlves that the
deal,”with possible minor ad-
justments, 1S as good as the
state can offer,

For the utilities, Crawford
said, the plan would guaran-

e:

eRates for hydroelectric
power — traditiorially highest
In early years of plant opera-
tion — Wwill not exceed the
costs the utilities would have
paid to qenerate electricity
with diesel power. To hack up
the promise, the APA would
create the $64 million rate
fund to_subsidize electric rates
to the Four-Dam communities.
The $35 million of state money
would be a grant, said Craw-
ford, "not a loan ... (although)
a lo of people would like to
see it made a loan that would
be paid back."

*The utilities would have a
voice in preparation of annual
state operating budgets for the

time, but | finally got what |
wanted.” _

Stovall showed copies of
about 50 letters he had written
to the dealership and Buick
customer relations offices in
an effort to get the car fixed.

In the two years of owner-
ship, the car fiad been almost

oelectfic projects.. .

eThe original utilities in
the Four-Dam Pool would be
insulated from additional debt
service costs as other RrOJpCtS
_—p_osmblg including t
ti-billion Susitna ddms — are
added. The Four-Dam utilities
would pay no additignal debt
service for the first five years
the deal was in effect,” and
increases would be limited to a

cumulative 30 percent over

any five-year period thereaft-

D
-

Crawford has asked for a
response from the utilities by
Feh. 35, and Flans to ask for
final apPro_va from the APA
board of directors on Feb. 22.
The Four-Dam fman_cmq
age requires extensive ‘le
tive action as well as thé $35
million appropriation, and
Crawford says lawmakers
must have a proposal in hand
soon.

Crawford said the deal with
the rest of the Four-Dam Pool
utilities can still go forward
without Petersburg’s partici-
pation. _

"We'll have to make it
work,” he said. "I'm ?omg to
Fropose that we keep the deal
ogether the way It’s pro-

osed” and resume delibera-

ﬂons with Petersburtlg later.
However, he warned that the
Bower authority is unlikely to
Iet as willing “to compromise
ater.

e mul-

pack-
gisla-

.mon Gulch and

matives, and

"Most likely the car will be
resold, either by us or some
other dealer,” Hiatt said. "It’s
not a had car.

"Unfortunately, (Stovall)
had problems with it, but in
m¥ opinion it's completely
safe

Hiatt said that although it

At stake in the talks, ac-
cording, to Crawford, is the
statew'ide energy program’s
reputation among' major lend-
ing_institutions. _

he T7cur-Dam projects —
Swan Lake, Terror Lake, Solo-'

, Lake Tyee —
cumulatively cost about $465
million. They were financed
by a mixture of state grants
and about $200 million in
short-term loans that begin to
become payable in May. Craw-
ford wants to market revenue
bonds to convert the short-
term, high-interest debt to
Iong-term bonds.

nless the bonds are sold,
the legislature will either have

to appropriate up to $200 mil-.

lion to pay off the short-term
loans, ask “for delays in pa’é{mg
off the loans, or default” None
are_considered appealing alter-

default — with
carryover effects on bond rat-
ings” throughout Alaska — ?p-
pears the [east likely.

To market the” Four-Dam
bonds, however, the APA
needs ﬁower_ supply contracts
with the. utilities servmg the
communities of Petersburg,
Wrangell, Ketchikan, Kodiak,
Valdez and Glennallen.

The utilities, critical of tne

APA’s dperformance in plan-1

riing and building the projects,
have argued that hydroelectric
power would cost them sub-
stantially more than their

.ample, “will

.ducing, “and

"1 Know a lot of people who

, had worse cars than mine and

couldn’t do, any_thlng about it.”

The arbitration program set
up for Alaskans by the Seattle
Better Business Bureau still is
b_eln? developed. Wendy Ben-
nington, who manages automo-
bile arbitrations for the office,

roposes subsidy for utilities in dam pool

?resent diesel-fired generation
or the next several years. The
I fund was proposed to
satisfy that concern.

The utilities also point out
that state officials originally
Planned to completely finance
he hydro projects “through
%tabtte grants, with no carryover
e

= Some utility officials also

question the APA’s assump-
rions about future electric de-
mand in their- communities.

The power authority’s track
record of predictions” for the
four hydro projects does, not
inspiré confidence, utility
spokesmen said. The approxi-
mately 5,000 residents of Pe-
tersburg and Wrangell, for ex-
_ need only about
one-third the power the Lake
Tyee project is capable of pro-
projections ' re-
leased” Monday show that level
of demand will not increase
nggkedly at least through

But, they said, only two
years ago the APA decided to
double “the capacity of the
Tyee project from 10 me?a_-
watts — now deemed suffi-
cient at least through the turn
of the century — to 20 r_ne?a-
watts. The project, origina I%
estimated. to cost about $5
million, is now approachlnq
$130 million with commercia
operation expected to begin

this year;
||ﬂ.’
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roomm ety ; T f BILL SHEFFIELD, GOVERNOR
Ill U fj Ue™i REPLY TO:
DEPARTMENT OF LAW o 1051w an A venue
ANCHORAGE, ALASKA 99501
OFFICEOF THEATTORNEY GENERAL PHONE: (907) 276-3550

[J 1st NATIONAL CENTER
100 CUSHMAN ST.
SUITE 400

February 17, 1984 FAIRBANKS, ALASKA 99701
PHONE: (907) 452-1568

[J POUCH K mSTATE CAPITOL
JUNEAU, ALASKA 99811

The Honorable Bettye Fahrenkamp, Chairman PHONE: (907) 465-3600
Senate Resource Committee

Alaska State Senate

Pouch V

Juneau, AK 99811

Re: SJR 32
Dear Senator Fahrenkamp:

You have asked this office to answer a number of
questions regarding the proposed major projects fund in SJR 32
and its potential wuse for funding the Susitna hydroelectric
project. The following are your questions and our responses to
them.

Question 1 -- Would the project be part of the Energy
Program for Alaska, to be administered by the Alaska Power
Authority? If so, what would be the effect of exempting the
Susitna project from the Energy Program?

Answer -- The question of whether Susitna is part of
the energy program for Alaska (program) depends on whether the
legislature authorizes it as a project in the program, and

whether money is appropriated to the project development fund in
the program to pay for capital costs of the project.

If Susitna is exempted from the program, it would
presumably be operated by the authority but the payback formula
for debt service and money from the major projects fund would be

JQoutside of the shared debt service provisions in AS 44.83.398.
.There is a provision in AS 44.83.090 for power sales contracts
* between the authority and utilities outside of the energy program
for Alaska. There is nothing in that section referring to pay-
back of the state's capital investment as part of the cost of
pnwer under the contract, but an amendment providing for payback
could be added.

There is currently a significant question concerning
the authority's ability to get tax exempt financing for Susitna
if it enters into power sales contracts with investor owned
utilities. A bill will soon be introduced, which would allow the
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authority to make direct service charges to retail consumers in
an effort to avoid these financing problems. The direct service
rate charged would be based on the wholesale power rate in AS
44.83.389 for projects in the program. For other projects the
provisions of AS 44.83.090 would apply.

Question 2 -- AS 44.83.392 requires that exerts
appropriations at tEe end of a construction project lapse inco
the general fund. Would this prohibit a return of excess funds
to the major projects fund? If so, please suggest statutory
language that would allow excess funds to lapse to the major
projects fund

Answer -- If appropriations were made from the major
projects fund to the power development fund (AS 44.83.382), then
the provisions of AS 44.83.392 would appear to prohibit the
return of excess funds to the major projects fund. AS 44.83.392
could be amended as follows:

If at the end of construction of a power project
appropriations for the power project exceed the
amount required for construction of it, the excess
lapses into the general fund. However, any excess
derived from money appropriated to the fund front
the major projects fund established by Art.IX,
sec. 1/ ofthe Alaska Constitution lapses into the
major projects~~Tund.

Question 3 -- AS 44.83.398(b) intimates that once the
debt service on a power project has been paid, the wholesale
power rate can reflect only operating and maintenance costs. Is
this a correct interpretation? If so, how canwe assure the
State's right to cash flow from the project after payment of all
other expenses?

Answer --  While there is no specific provision in AS
44.83.398(b) for return of the state's capital investment in a
project in the program, the state does continue to receive cash
flow from a project after payment of debt service is completed as
long as new projects have been added to the progiam. This s
because a project's "proportionate share cf debt service" is not
simplythe amount of debt actually atcributable to that:project.
Proportionateshare of debt service is defined in AS
44.83,398(g). The following equation sets it out very simply:
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state's investment in the project debt serv-
X ice on
state's investment in all projects state
in the energy program for Alaska bonds/
loans in
program

The numerator above, the "state's investment in a power
project,” includes all state money invested in a project, includ-
ing loans, grants and proceeds from bonds, less principal repay-
ments on the project's proportionate share of debt service on
state loans and bonds. The denominator, the "state’s investment
in all power projects in the energy program for Alaska" is all
state investments described above for all power projects in the
program except investments in interties, less principal repay-
ments on bonds and state loans issued for the power projects.

This means that even when the debt attributable to a
project has been paid off, it continues to have a proportionate
share of debt service based upon the remaining amount of the
state's investment in the project. In this way the state does
continue to get a payback from the project after debt service on
the project has been paid off. However, if there is a desire for
concurrent payback of debt service and capital contributions,
amendment to the wholesale power rate formula is necessary.

Question A -- AS AA.83.398(c) requires that money
received from the sale of power be placed in the general fund
except for money it has pledged to secure bonds. SJR 32 requires

that a project must earn enough during its life to repay the
major projects fund. Would the terms of the Constitutional
amendment supersede the statute, or would an amendment to the
statute be necessary? If an amendment 1is necessary, please
suggest appropriate language.

Answer  -- An amendment to the statute would be
preferable.

(c) The authority shall transmit all the money

that it receives under (a) of this section [TO THE
COMMMISSIONER OF REVENUE FOR DEPOSIT IN THE STATE
GENERAL FUND] j_ except for money it has pledged or
otherwise covenanted to secure bonds[.], to the
commissioner of revenue for deposit, as appropri-
ate, in either

(1) the state general fund; or
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(2) in the major projects fund established by
Art. IX, sec. 17 of the Alaska Constitution if
capital appropriations for a power project were
appropriated from the major projects fund.

Question 5 -- Under SJR 32, the major projects fund
must be repaid during the "life" of the project. Would this mean
economic life (say, 50 years for a hydro project) or physical
life (75-10" years)?

answer -- While the "economic life" of a hydro project
is about 50 years, it can continue to produce power for quite a
few years after that. "Life of the project”™ should mean the
period of time during which the project is capable of producing
revenue to pay back the state, or the "operational life" of the
project.

Question 6 -- AS 44.83.384(b) requires that any project
within the energy program be economically feasible and provide
the lowest reasonable power cost to utility customers. The cost
of power from the Susitna project to customers would be partially
dependent on whether the State wants its investment back right

away or after a grace period. Since projects in the current
energy program are not required to ms&e any principal repayment
on the amount invested by the state, is a statutory framework

needed to allow the State to receive areturn on its investment”?

Answer -- See the responses to questions 3-5. While
there are no explicit provisions in AS44.83.398 for repayment of
the state's capitalinvestment, the wholesale power rate formula
does, in effect, provide for repayment of the state's capital
investment in the project - after debt service has been paid off
-- if there have been additional projects added to the system.
Amendment would be necessary if payback on the investment is to
be made concurrently with payback on the debt service of the
project or if the payback requirement is to be made explicit.
.Concurrent payback would probably affect the economic feasibility
of a project since that is inextricably tied to wholesale power
rates for the project.

Question 7 -- Do you see any other statutory blocks
that would prohibit the use of major project fund monies for the
Susitna project?

Answer -- Not right at the moment.
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) Ue hope this adequately answers the questions you
raise.

Sincerely yours,

NORMAN C. GORSUCH
ATTORNEY GENERAL

By:
Martha A. Fox
Assistant Attorney General

NCG:MAF:eja
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MEMORANDUM February 17, 1984

SUBJECT: Implementation of Major Projects Fund
(SJR 32)

TO: Senator Bettye Fahrenkamp
Chairman, Senate Resources Committee

FROM:Hj& Linn H. Asper
Legislative Counsel

You have asked several questions about the implementation of
the proposed major projects fund (SJR 32), if that fund is
established by amendment to the Alaska State Constitution.

First, you have asked what statutory framework would be
necessary to allow repayment of money appropriated from the
major projects fund. As currently drafied, section 17(c) of
the constitutional amendment indicates that the legislature
shall "dedicate by law" sufficient project revenue to repay
the money expended from the major projects fund. To "ded-
icate by law" presumably means that legislature must enact a
statute that requires project revenues to be paid into the
major projects fund. This could be done by enacting a re-
payment schedule at the same time a project is approved.

The repayment schedule can be flexible, since no re-
strictions on repayment are contained in the proposed
constitutional amendment other than that the major projects

fund must be repaid "during the life of the project"”. This
means, for example, that repayment could be delayed until
-Ft-av project debt or debt service is repaid, as long

as the major projects fund is repaid within the life of the
project. There is currently no requirement that the money
/from the majer prejects fund be repaid with interest and
thus no debt service is due from a project to the major
projects fund.

Second, you have asked what statutory language is necessary
to allow excess appropriations from the major projects fund
to lapse into that fund. To accomplish this purpose the



Senator Bettye Fahrenkamp
Page 2
February 17, 1984

legislature can either amend the proposed constitutional
language to require that excess appropriations lapse into
the major projects fund, or can put a lapse clause in the
appropriation bill that must be passed to finance a project.

Third, you have asked xtfhat statutory framework is required
to allow the state to receive a return on its equity invest-
ment in a power project once the debt service is paid off.
By this question | understand you to mean that you are
interested in‘mechanism that would defer payments to the
major project fund until any debt service incurred in
financing the project is paid. As | noted above, there is
no precise requirement on how the major projects fund is to
be repaid. The legislature could provide by statute for
deferral of repayment to the major projects fund until
other debt has been discharged. The only danger with this
approach is that vnforeseen circumstances might reduce the
project revenues needed to repay both the major projects
fund and other project debt, in which case the major
[f)rojegts fund would not be repaid if its repayment is de-
erred.

Finally you have asked for an outline of the process
required for "a final decision™ on construction of the
Watana Dam in the Susitna project. AS 44.83.330 requires
that a construction contract be entered within one year of
approval of the preliminary report on the project. A final
decision approving construction therefore requires a statute
Xapproving the preliminary report and necessary supporting
legislation to approve a plan of finance under AS 44.83.360.
A final decision disapproving the project would have to be
in the form of a special law enactment stating that the
project is disapproved.

LHA: 0jb
J3/110



Members present:

Members absent:

SJR 42

HJR 57

HB 589

HB 684

Don Kubley

Kubley Consultants
6?10 Glacier Hwy.
Juneau, Alaska 99801
789-4849

Position statement:

Larry Crawford
Executive Director
Alaska Power Authority
334 West 5th Avenue
Anchorage, Alaska
276-0001

Position statement:

HOUSE RESOURCES
STANDING COMMITTEE
March 5, 1984
3:05 p.m.

Rep. Ringstad, Co-chairman
Rep. Shultz, Co-chairman
Rep. Larson

Rep. Bussell

Rep. Goll
Rep. Vaska
Rep. Liska

Rep. Cowdery
Rep. Uehling

none

COMMITTEE CALENDAR

"Relating to the establishment of an environmental
Protection Agency regional office in Alaska."

"Proposing an amendment to the Constitution of the
State of Alaska creating a fund to finance the
construction of capital projects.”

"An Act relating to the Alaska Power Authority;
and providing for ari effective date."

"An Act making a special appropriation to the
Alaska Power Authority; and providing for an
effective date."

WITNESS REGISTER

Represents variety of interests; supports SJR 42.

Supported original versions of HJR 57, 11B 589, HB

684; opposed to proposed CSs.



Don Grimes (Anch LI0)

First Southwest Bank

Dallas, Texas

No telephone given

Position statement: Gave technical details generally opposed to CSs.

Lewis Greenbaum (Anch LI10)

Boyes Pitt

Chicago, Illinois

No telephone given

Position statement: Gave technical details generally opposed to CSs.

Rep. Ron Wendte

Pouch V

Juneau, Alaska 99811

465-4944

Position statement: Opposed to proposed committee substitutes.

Gordon Harrison

Office of Management & Budget

Division of Strategic Planning

Pouch A

Juneau, Alaska 99811

465-3568

Position statement: Presented pertinent projected income figures

Ernie Haugen (Petersburg LIO)

Petersburg, Alaska

No telephone given

Position statement: Opposed toSusitna Blackmail Clause

PREVIOUS ACTION

Please refer to bill histories

ACTION NARRATIVE

Tape No 22A

Recording

Number 0001 Co-chairman Ringstad called to order the meeting
of the House Resources Committee, and noted the
presence of Reps. Wendte, Malone and Furnace. He
then brought SJR 42 before the members.

Number 0014 Don Kubley spoke in favor of the resolution.

Number 0065 Rep. Uehling moved and asked unanimous consent

that the committee pass SJR 42 with individual
recommendations. There was no objection, and the
resolution passed from committee.

Number 0074 Rep. Bussell made a statement that in his opinion
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the Legislature should make a stronger statement
regarding the federal classification of streanms,
etc.

Rep. Ringstad gave a general overview of HB 589,
HB 684, and HJR 57, and of their respective
proposed committee substitutes.

Rep. Cowdery asked a question regarding how much
of a majority it would take to appropriate from

the major projects fund. Rep. Ringstad replied

that it would be a simple majority, and that it

wouldn®"t be veto-proof. He then continued with

his overview.

Larry Crawford, Alaska Power Authority, presented

the views of the APA on the legislation, saying it
would be counterproductive to delay the repeal of

the Susitna Equity Clause.

Rep. Goll asked about updating the cost of diesel
on a graph used to illustrate rate stabilization.
Mr. Crawford said it was just a general graph, and
that there was some disagreement on the price of
diesel. He then continued with his overview.

Mr. Crawford referenced HR 4170, now before
Congress, which would put a cap on industrial
development bonds, and would have a detrimental
effect on Alaska.

Rep. Ringstad asked about the sale of power from
the four facilities. Mr. Crawford explained how
the power 1is being sold and to whom.

Rep. Goll asked how the $35 million in HB 684
would be used. Mr. Crawford explained how the
interest from the money would be used to help
defray the higher cost of hydro, as compared to
current diesel costs.

Rep. Furnace asked a question regarding the
number of subscribers to be served by the four
facilities. A discussion ensued.

Rep. Furnace asked how APA determines an interim
rate before power sales agreements are in hand.
Mr. Crawford said they have no mechanism to do
that. A discussion ensued.

Rep. Cowdery asked if APA had a plan to protect
the railbelt if the Susitna Equity Cluuse is
repealed. Mr. Crawford replied that APA"s
objective is to solve the 4 dam pool problem so
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that the state can work in the bond market, and
that the approach proposed in the CS, which would
delay repeal of the Equity Clause until November,
would hurt, more than help, Susitna.

Rep. Uehling asked how much higher our interest
rates would be if HR 4170 passes. Mr. Crawford
responded that it would be at least 2.5% more.

Rep. Ringstad asked what is the APA"s approach
between now and November. Mr. Crawford replied
that they would see what the Legislature actually
passes, but it looks like it will end up costing
the state more.

Rep. Goll asked a question regarding the state"s
obligation to pay off its bonds, and what would
happen if we delayed. Mr. Crawford responded by
reviewing the pay-off dates on the $35 million,
$50 million, and $115 million notes, and the
consequences of defaulting or rolling them over.

Don Grimes, Anchorage, responding to Rep.
Uehling®"s earlier question on HR 4170, said the
interest differential would be at least 3%, and
would amount to an additional $176 million over 25
years on an issue of $235 million.

Rep. Liska asked what the hold-up 1is on getting
the power sales agreements signed. Mr. Crawford
replied that Wrangell is worried about its economy
and Petersburg is putting the question to the
people. The most important factor has been the
price of diesel not going up as projected.

Don Grimes made a statemcut exploring further
costs and complications to the state if the
Susitna Equity Clause is not repealed. He
described for the members what would happen if
the notes were tendered and the state was unable
to resell them to other investors.

Rep. Furnace asked Mr. Grimes about rollover fees.
Mr. Grimes described tho process of rolling over
each of the notes, and what it would cost.

Rep. Furnace asked how long the notes could be
extended if rolled over. Mr. Grimes replied that
they could be extended for as long as we like,
depending on how much money wc escrow to cover
them.

Rap. Uehling asked how much we would have to
appropriate. Mr. Grimes replied that, assuming
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Recording
Number 0001

Number 0125

a 9% interest rate, $225 million, more or less.

Rep. Goll asked about the original cash flows to
pay off the bonded indebtedness. Mr. Crawford
replied that it was originally intended that the
debt would be taken care of by signed power sales
agreements.

Rep. Goll asked what would be the effect on the
state"s credit if the notes were tendered. A
discussion ensued.

Rep. Goll aske how the APA would manage with the

3 bills. Mr. Crawford responded that the
legislature should go back to the original bills,
that the Equity Clause should be repealed, because
Susitna is a large project, it will require lots
of bonds, and the state will need good credit to
finance it.

Rep. Liska asked a question regarding the Tyee
project. Mr. Crawford replied that there have
been a lot of changes to the project since its
inception, and they"ve all combined to make hydro
more expensive than diesel.

Rep. Uehling asked if there can be a rollover of
the bonds without a cash escrow. Mr. Grimes
replied that in his opinion we could do that.

Rep. Uehling asked a question regarding cashing
out the bonds. Mr. Grimes responded by saying the
bonds are loans against future appropriations, and
arc due on a date certain, but were intended to be
replaced by long-term notes.

Rep. Ringstad asked if a cash appropriation is
used to pay-off the notes, how would the affected
communities repay the state. Mr. Crawford replied
that that would be a matter of negotiation.

Rep. Wendte presented his opinion on the changes
proposed by the committee, saying how important it
is to 1) get the power sales agreements signed;

2) repeal the Susitna Equity Clause; and 3) to
bear in mind the cost to the state of refinancing
the present notes.

Rep. Goll asked if what we were proposing isn"t
a bandaid of sorts. Rep. Wendte replied that the
state has a moral obligation to pay its debts.
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Rep. Goll asked if it wasn"t the intent of the
legislation to set up the 4-dam pcol, and to
stabilise the energy program for Alaska. Rep.
Wendte replied that that was the idea, and the
Labor and Commerce Committee erred with its
committee substitutes. He also noted that that
committee"s actions will effectively kill Bradley
Lake.

Rep. Liska asked how previous legislatures play
in this issue. Rep. Wendte reviewed the history
of the problem, the changes made in SB 9 in 1981,
the Susitna Equity Clause and the 4-dam pcol.

Rep. Cowdery asked about a commitment made to the
House Leadership that the amendments would be
okay. Rep. Wendte said his caucus hadn®"t made any
such commitment, but that perhaps Mr. Crawford
had.

Rep. Furnace questioned whether there were
sufficient votes in either the House or Senate to
pass the bills without the amendments. Rep.
Wendte responded by saying that he hoped the
issues could be dealt with without jeopardizing
the short- and long-term credit of the State.

Rep. Furnace asked Mr. Crawford why APA hadn"t
considered asking for the $200 million to pay off
the bonds in the first place. Mr. Crawford
replied that his charge was to find a solution
which involved the least cost to the state. He
also noted that the communities involved are
making business decisions in the matter, rather
than political ones.

Rep. Furnace asked if it is possible to identify
funds under the control of the adminstration that
could be used to pay off the notes. Mr. Crawford
replied that the administration and the
legislature would still have to come to agreement
on their use.

Rep. Bussell asked what happens if the Legislature
appropriates $85 million to cover the first two
due dates, and the APA sells the power purchase
agreements to the buyers. A discussion ensued
regarding the communities®” willingness to purchase
with the Susitna Equity Clause still in effect.

Co-chairman Ringstad recessed the hearing until
7:00 pm. The time was 5:05 pm.

At 7:05 p.m., Co-chairman Ringstad called
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the committee hack to order. Members present were
Reps. Larson, Bussell, Goll, Vaska, Liska,

Cowdery, and Uehling. Rep. Shultz was absent.
Co-chairman Ringstad asked Rep. Wendte to continue
with his testimony.

Rep. Wendte continued, and responded to Rep.
Bussell®s earlier question regarding paying off
the first two due dates.

Rep. Cowdery asked if Rep. Wendte would use the
funds going to the Permanent Fund to pay off the
bonds. Rep. Wendte said he would not.

Rep. Uehling asked a question regarding the power
sales agreements. Rep. Wendte responded that
making the first two payments would go a long way
toward getting them signed.

Rep. Uehling made a comment that it is imperative
that we solve the APA"s problems now, and not
jeopardize the future needs of the railbelt.

Gordon Harrison, Office of Management and Budget,
discussed the revenue picture.

Rep. Ringstad asked a question regarding the
accuracy of the figures, given the CS. \Mr.
Harrison replied that they would have to be
updated to be valid.

Rep. Vaska asked that the figures be updated to
apply to the CS.

Rep. Vaska asked for a projection at 30%. Mr.
Harrison acknowledged that the disparity between
30% and 50% becomes quite significant when
projected out over the long term.

Rep. Wendte asked a question regarding the
original proposal and when it dropped from 10%

to 5%. Mr. Harrison replied that it was 1990, and
that figures for years after 1990 should be
changed.

Former Representative Frnie Haugen, Petersburg,
spoke on the issue, saying that when originally
conceived, Tyee was substantially smaller and less
costly. Now, 1it"s twice as big, and at least
three times as expensive, and if it had been any—
thing like that when projected, Petersburg would
never have gone for it.

Rep. Bussell asked a series of questions of Mr.
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Haugen, regarding the surplus power capacity of
Tyee, and a discussion ensued.

Don Grimes, Anchorage, corrected Mr. Haugen, that
the contracts being negotiated were no longer take
or pay, but a variation - take and pay.

Rep. Vaska asked if the State defaults on the
bonds, what would be the effect on its ability to
sell other bonds. Mr. Grimes responded that it
would be disasterous, 1impairing the State's
ability to sell bonds for any purpose.

Rep. Vaska asked how it would be received in the
financial world if the state defaulted. Mr.
Grimes replied that it would not be acceptable

Rep. Vaska asked what would be the effect on the
bonding capabilities of other governmental
entities if these bonds are not paid off. Mr.
Grimes replied that there would be carry over into
the municipalities, etc.

Rep. Vaska asked how the State would fare on the
international market. Mr. Grimes said it would
affect the State®s credit worldwide.

Rep. Liska asked a question regarding the down—
grading of the North Slope Borough"s credit rating
and whether there is a connection to this issue.
Mr. Grimes ?cplied that the NSB is still able to
sell bonds, out has had to pay penalties.

Rep. Goll asked a series of questions regarding
the State"s general obligation bonded indebtedness
Mr. Grimes responded by agreeing that ours is the
highest per capita in the country, and that it is
managed relative to the Prudhoe Bay production
curve.

Rep. Goll asked if it would cast doubt on the
state"s credit to cash-out the bonds. Mr. Grimes
said that it would not, but would show that the
State is concerned about its credit rating.

Rep. Uehling asked if paying off the $35 million
and $50 million would keep the problem under
control until the November election. Mr. Grimes
said that would depend on whether the utilities
had the confidence to sign the power pales agree—
ments. As long as the Susitna Equity Clause 1is in
effect, the State will suffer a rate penalty. If
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it is enough to drop the State®"s bond rating from
A to Baaa, he said, that would cost 2% in
interest.

Co-chairman Ringstad called a short at ease at
7:55 p.m.

Co-chairman Ringstad called the meeting back to
order at 8:00 p.m.

Rep. Malone asked of the chair who was testifying
for the Governor®s office. Co-chairman Ringstad
replied that the Governor®s office declined to
testify, although his liaison had been in
attendance earlier.

Rep. Uehling movedand asked wunanimous consent
that the committeeadopt theproposed CS for HJR
57. Rep. Vaska objected.

Rep. Vaska removed his objection, and there being
no further objection, the CS was adopted.

Rep. Uehling movedanJ asked wunanimous consent
that the committeepass CSHJR 57 (Res) with
individual recommendations. Rep. Vaska objected,
saying he had an amendment.

Rep. Uehling withdrew his motion.

Rep. Vaska mcved the following amendment, and
asked unanimous consent: On page 1, line 17,
delete "Alaska Permanent Fund™ and Insert in its
place "General Fund" and delete "15" and replace
with "16". Rep. Bussell objected.

Rep. Vaska explained that the amendment would make
the management of the fund parallel that of the
general fund, rather than the savings-account
philosophy of the Permanent Fund.

Rep. Vaska asked Gordon Harrison of OMB to
respond to the proposed amendment. Mr. Harrison
replied that he was not able to s”eak to it.

Rep. Malone gave his view of the effect of the
amendment, saying it would make the fund easier
to manage, would ensure greater liquidity, and
would be more likely to avoid bad investments.

Rep. Larson asked Rep. Malone if it would bring
into play the spending limit. Rep. Malone replied
that appropriations above the dedicated 10%, and
appropriated by the Legislature, would be effected
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by the spending limit, but that appropriations
going out of the fund would not be.

A vote on the amendment was taken with Reps. Goll
and Vaska voting yea, and Reps. Ringstad, Larson,
Bussell, Liska, Cowdery and Uehling voting nay.
The amendment failed.

Rep. Vaska moved a second amendment, as follows,
and asked unanimous consent: On page 1, line 16,
following the word "ccst"™, add "and provide money
for energy cost assistance”™, and add a new section
17(b) on page 2, line 3, to read, "10 percent of
the annual revenue paid into the major projects
fund shall be sued for energy cost assistance.",
and add a new section 17(g) on page 3, following
line 6, to read: "Notwithstanding (c) of this
section money may be expended from the major
projects fund for energy cost assistance.”™ Rep.
Liska objected.

Rep. Ringstad made a statement regarding the bush
power cost problem, saying that the power cost
assistance section of the CS attempts to address
the problem. Further discussion ensued.

Rep. Larson asked Rep. Vaska if, since the power
cost assistance program is not as effective as it
is intended to be, would he be opposed to cutting
it to 5% in the bill and dedicating the remaining
5% In vsatherization. Rep. Vaska said he would
net be opposed to it.

Rep. Bussell said he was concerned that what we"re
dealing with 1is supposed to be a major projects
fund, and is not intende to answer every subsidy
program in the statutes.

Rep. Goll stated that he is usually opposed to
lengthy constitutional amendments, but he supports
the proposed amendment as it would be cost
effective.

Rep. Larson stated that he supports the amendment,
but would reduce the 10% to 5%.

Rep. Cowdery called for the question. The vote
was taken, with Reps. Vaska, Goll and Larson
voting yea, and Reps. Bussell, Liska, Cowdery,
Uehling and Ringstad voting nay. The amendment
failed.

Rep. Uehling moved and asked unanimous consent
that the committee pass CSHJR 57, with individual
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recommendations. Rep. Vaska objected. The vote
was taken, with Reps. Larson, Bussell, Liska,
Cowdery, Uehling and Ringstad voting yea, and
Reps. Goll and Vaska voting nay. The resolution
passed from committee.

Rep. Uehling moved and asked unanimous consent
that the committee adopt the proposed CS for HB
684. There was no objection, and the CS was
adopted.

Rep. Uehling asked for an explanation of the
change in Section 3. Rep. Ringstad explained that
it would make the $35 million available for power
rate stabilization only after all 5 utilities had
signed power sales agreements.

Rep. Goll asked for Mr. Crawford®"s opinion of the
change. Mr. Crawford said that if all 5 utilities
don"t sign, the $35 million would be inadequate to
cover the difference, and the APA would have to
come back to the Legislature for more, anyway.

Rep. Cowdery said he had been under the impression
that $35 million would be adequate. Mr. Crawford
reiterated that it would be, if all five utilities
sign.

Rep. Wendte commented that it was bad policy to
give each community veto power over the other 4.

I.ewis Grconbaum, Anchorage, said that the
amendment needs a technical change, as there are
only 3 "municipalities” involved. The other two
utilities are co-operatives. He suggested the
committee change it to "power purchasers,"

Rep. Vaska asked who was making the change, the
committee or the administration. Rep. Ringstad
confirmed that the committee was making the
changes.

Rep. Bussell asked if Mr. Crawford could give us
the specific names of the utilities involved, and
they could be included in the bill.

Mr. Crawford said "power purchasers”™ should be
sufficient.

Rep. Vaska asked how specific the bill should get.
Rep. Uehling asked for the utilities”™ names. Mr.
Crawford listed them as the Cities of Ketchikan,
Wrangell and Petersburg, and Kodiak Electric
Association, and Copper Valley Electric
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Association.

Rep. Larson suggested that if "power purchasers"”
was good enough for bond council, Mr. Greenbaum,
it ought to be good enough for us. Rep. Liska
suggested a definitions section.

Mr. Greenbaum said that if clarity is the goal,
he would suggest including the specific utilities.

Rep. Bussell moved tha following amendment, and
asked unanimous consent: On page 1, line 18,
delete line 18 and replace with "power purchasers
served by the Lake Tyee (City of Petersburg, City
of Wrangell), Swan Lake (City of Ketchikan),
Terror Lake (Kodiak Electric Association), and
Solomon Gulch (Copper Valley Electric
Association)"”. There was no objection, and the
amendment was adopted.

Rep. Goll made a point regarding third party
purchasers of the power.

Rep. Ue"iling moved and asked unanimous consent
that the committee pass CSHB 684 as amended, with
individual recommendations. Rep. Vaska objected.
The vote was taken with Reps. Bussell, Liska,
Cowdery, Uehling and Ringstad voting yea, and
Rep. Vaska voting nay. Reps. Goll and Larson
abstained from voting. The bill passed from
committee.

Rep. Uehling moved and asked unanimous consent
that the committee adopt the proposed CS for 11B
589. Rep. Vaska objected. Toe vote was taken,
with Reps. Bussell, LisTa, Cowdery, Uehling and
Ringstad v >ting yea, and Rep. Vaska voting no.
Reps. Goll and Larson abstained from voting. The
CS was then adopted.

Rep. Vaska moved the following amendment, and

asked unanimous consent: Delete section 8 on page
4, and rewrite section 7 to provide an immediate
effective date for all sections of the bill. Rep.
Cowdery objected.

Rep. Vaska supported the proposed amendment by
saying that Susitna should stand on its own merits
and that the Equity Clause is detrimental to the
energy program.

The vote on the amendment was taken, with Reps.
Goll and Vaska voting yea, and Reps. Larson,
Bussell, Liska, Cowdery, Uehling and Ringstad



