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MAJOR PROJECTS FUND

SENATE-. VERSION S HOUSE VERSION

PU R PO SE '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

SAME 10% BUTV

REVENUE SOURCE:

10% OF REVENUES EARNED AFTER 
JUNE 30, L984

FROM CORPORATE INCOME TAX ON 
OIL 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

PROJECTS OVER $100 MILLION

WATANA MUST BE FIRST

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

FAIRBANKS, ANCHORAGE
V

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

SAME 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.



POUCH V 
STATE C A P IT A L 

JU N E A U , A L A S K A  99811 
(907) 465 -3834 
(907) 465 -3835

A R L - S S  S T U R G U L E W S K I

S e n a t e

Committee on ftescutccjf

BETTYE F A H R E N K A M P , C h a irm a n
RO BER T H , Z IE G LER , SR ., V ic o  C h a irm a n
D IC K  E L IA SO N
PAU L F IS C H ER
V IC  F IS C H ER
BO B M U LC A H Y

MINL-ES

May 11,  1984 B e l t z  Room
3:08  pm Room 211 ,  C a p i t o l

MEMBERS PRESENT

S e n a to r  Fahrenkam p,  Chairman 
S e n a to r  Z i e g l e r ,  V i c e - c h a i r m a n  
S e n a to r  E l i a s o n  
S e n a to r  P a u l  F i s c h e r  
S e n a to r  Vic  F i s c h e r  
S e n a t o r  Mulcahy 
S e n a t o r  S tu r g u le w s V i

CALENDAR

SB 522,  An A c t  s p e c i f y i n g  how r e v e n u e s  d e d i c a t e d  t o  t h e  m a jo r  p r o j e c t s  
fund  s h a l l  be  ex p en ded .

SJR 32,  P r o p o s in g  an amendment t o  t h e  C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A la s k a  
c r e a t i n g  a fund  t o  f inance ,  t h e  c o n s t r u c t i o n  o f  c a p i t a l  p r o j e c t s , ,

MB 509,  An A c t  r e l a t i n g  t o  a v i a t i o n  f u e l  r e f i n e r s

HB 509

Bob Rutschman,  C hevron ,  USA, spoke  i n  s u p p o r t  o f  t h e  b i l l .

L a r r y  V a v r a , Union O i l  Company, spoke i n  s u p p o r t  o f  HB 509.

Ray Plummer, C hevron ,  USA, spoke  i n  s u p p o r t  o f  t h e  b i l l ,  and answ ered  
q u e s t i o n s  on t h e  m eaning  o f  " m i s l a b e l e d " , and t h e  l i a b i l i t y  o f  p r o d u c e r s  
and s u p p l i e r s  i f  HB 509 were  e n a c t e d .



SJR 32 
SB 522

P e t e  McDowell,  D i r e c t o r ,  O f f i c e  o f  Management and B u d g e t , spoke  in  s u p p o r t  
o f  b o t h  b i l l s ,  w h ich  p r o p o s e  an amendment t o  t h e  C o n s t i t u t i o n  c r e a t i n g  a 
m a jo r  p r o j e c t s  fu n d ,  and s e t  up a c o r p o r a t i o n  t o  manage and i n v e s t  t h e  
f u n d ' s  a s s e t s  He answ ered  q u e s t i o n s  on r e v e n u e  p r o j e c t i o n s ,  t h e  "m ajor  
p r o j e c t "  d e f i n i t i o n  and r e v i e w  p r o c e s s ,  and t h e  e f f e c t  o f  SJR 32 on t h e  
p r o p o s e d  " f o u r -d a m  p o o l"  l e g i s l a t i o n .

The m e e t i n g  a d j o u r n e d  a t  4 :3 2  pm.



BILL SHEFFIELD, GOVERNOR

©FIFICSS ©F T15IE GOVEKttOR. K U  S£?S?7
PHONE: (0071 465-3568

OFFICE OF MANAGEMENT AND BUDGET

May 8 r 1984

The H o n o ra b le  B e t t y e  Fahrenkamp 
Chairman
S e n a te  R e s o u r c e s  Committee  
Pouch V
J u n e a u ,  AK 99811 

Dear S e n a t o r  Fahrenkamp:

The c u r r e n t  d r a f t  o f  t h e  r e s o l u t i o n  which  we have  p r o p o s e d  
t o  c r e a t e  t h e  M ajo r  P r o j e c t s  Fund s e t s  a s i d e  25 p e r c e n t  o f  
t h e  S t a t e ' s  s t r e a m  o f  n o n - t a x  p e t r o l e u m  r e v e n u e .  T h i s  
c o n s t i t u t i o n a l  d e d i c a t i o n  o f  money i s  i d e n t i c a l  t o  t h e  
d e d i c a t i o n  found  i n  A r t i c l e  IX, S e c t i o n  15 o f  t h e  c o n s t i ­
t u t i o n  f o r  t h e  Pe rm an en t  Fund.

I t  i s  t h e  G o v e r n o r ' s  d e s i r e  t o  have  a s u b s t a n t i a l  Fund.
We r e c o g n i z e ,  how ev er ,  t h a t  a sound  and w o r k a b le  Fund 
m ig h t  be  a c h i e v a b l e  w i t h  a somewhat d i f f e r e n t  d e d i c a t i o n  
o f  r e v e n u e .  Our i n i t i a l  p r o p o s a l  c a l l e d  f o r  a d e d i c a t i o n  
o f  10 p e r c e n t  o f  a l l  p e t r o l e u m  r e v e n u e .  O th e r  d e d i c a t i o n s  
a r e  p o s s i b l e .  The e n c l o s e d  i n f o r m a t i o n  shows s e v e r a l  
a l t e r n a t i v e s ,  a s  w e l l  a s  t h e  c o m p o s i t i o n  o f  o u r  
a n t i c i p a t e d  r e v e n u e  so  t h e  Committee  may c o n s i d e r  
a d d i t i o n a l  a l t e r n a t i v e s . .

We hope t h i s  i n f o r m a t i o n  i s  u s e f u l  t o  y ou ,  and we lo o k  
fo rw a rd  t o  a c t i o n  by y o u r  Committee  on t h e  M ajor  P r o j e c t s  
Fund p r o p o s a l .

S i n c e r e l y ,

P e t e r  B. McDowell 
D i r e c t o r

GH/dmc-84D-71 

E n c l o s u r e
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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 ’.entile 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

OMB
5A8/84



Forecasts of Petroleum Tax R e v e n u e 

and Total Petroleum Revenue 

($ Millions, Nominal)

50th 

Percentile 

Severance 

Taxes 

(March 84)

30th 

Percentile 

Severance 

Taxes 

(March 84)

Corporate

Petroleum

Income

Tax

Property

Tax

(Oil/Gas)

50 th 

Percentile 

Total Petroleum 

Revenue

30th 

Percentile 

Total Petroleum 

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/84I-94

OMB

5/8/84



Forecast of Non-Tax Petroleum Revenue* 

(S Millions, Nominal)

1986

87

88
89
90

91
92

93

94

95
96

97 
93 

99

2000

50 th 

Percentile 

Royalties 

(March 84)

1530

1690

1870

2110
2180

1990

1950
2000
1990

1930

1910
1940

1950

1940

1960

30th 

Percentile 

Royalties 

(March 8 4 )

1420

1570

1720
1900

1800

1610

1560

1610

1590

1550

1540

1560

1570

1530
1530

Federal

Mineral

Revenue

Sharing

18

18

18

18

18

18

18

18

18

18

18

18

18
18

18

50th 
Percentile 

Non-Tax 

Oil Revenue

1548

1708

1888

2128

2198

2008

1968

2018

2008

1948

1928

1958

1968

1958

1978

30 th 

Percentile 

Non~Tax 

Oil Revenue

1438

1588

1738

1918

1818

1628

1578

1628

1608

1568

1558
1578

1588

1548

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

OMB

05/8/84



Anchorage Daily News Friday, May 11, 1984 forum
Set aside funds now or projects may never be completed
By BILL SHEFFIELD

By o u r  coun t ,  55,000 p eop le  
moved to A la s k a  la s t  y e a r  to  
se t  u p  res idence . W ith  th em , 
t h i s  r e c o r d  i n f l u x  o f  n ew  
A la s k a n s  b ro u g h t  hope s  fo r 
th e  p re s e n t ,  d re am s  fo r the  
fu tu r e  a n d  m any  d em and s  fo r 
g ove rnm en t  serv ices .

U n fo r tu n a te ly , ,  o f course , 
t h e r e ’s n o  w a y  t h e s e  n ew  
A la s k a n s  cou ld  b r in g  w i th  
t h em  an  a p p re c ia t io n  of th e  
s t a t e  w e  k n ew  be fo re  th e  d i s ­
covery  o f  oil a t  P r u d h o e  Bay. 
I f  t h e y  s t i c k  a r o u n d  lo n g  
enough , h ow eve r ,  th e y  and  all 
A la s k a n s  w il l  k n ow  w h a t  l ife 
a f t e r  P r u d h o e , i s  l ik e  bjednuse 
in  s ix  s h o r t  y e a r s  N o r t h  
A m e r ic a 's  la rges t o i l  f ie ld  Is 
p ro je c te d  to  b e  in a s te ep  
p ro d u c t io n  decline . .

T h a t  i s  o n e  r e a s o n  I 'v e  
a s k e d  t h e  . l e g i s l a t u r e  to  
p re s e n t  A la s k a  v o te r s  w i th  a 
p r o p o s e d  c o n s t i t u t i o n a l  
am en dm en t  t h a t  w ou ld  a l low  
>us to  p la ce  a  p o r t io n  o f o u r  oil 
w e a l t h  in to  a  fund  fo r con­
s t r u c t i o n  o f f u t u r e  c a p i t a l  
p ro jec ts . I t 's  ca l led  t h e  Mnjof 
P ro je c ts  F u n d ,  an d  I b e l ieve

it ho ld s a  k ey  to  A l a s k a ’s 
f in anc ia l  we l l-be ing .

L e t m e exp la in :
Even  a f t e r  P r u d h o e  Bay  

p a sse s  i".s p e a k  p roduc t io n ,  
A la sk a  w : ' l  c o n t in u e  to r e ­
c e iv e  s u b s t a n t i a l  p e t r o l e u m  
revenues  fo r m any  y e a r s  to 
come. B u t  d e sp i t e  n ew  d iscov ­
eries , o u r  b e s t  guess  a t  th is  
t im e is t h a t  la rg e  a n n u a l  cash 
s u r p l u s e s  a b o v e  o p e r a t i n g  
b u dg e t  n eed s  w il l  cease  to be 
a v a i la b le  d u r in g  t h e  1900s.

Recogn iz ing th i s  p rob .vm , 
A la sk a n s  vo ted  in 197(5 to 
c re a te  th e  A la s k a  P e rm an e n t  
F u n d .  7 'o d a y ,  t h a t  f u n d  
am du n t s  to  m o re  th a n  $5 b i l ­
l ion, g e n e ra t in g  e a rn in g s  fo r 
d irec t  ca sh  p a ym en t s  to  re s i ­
d en ts  a n d  e n su r in g  th a t  som e 
d ay  — if we n eed  it -  money  
w il l  be a v a i l a b l e  to  fi nd  v i ta l  
s t a t e  serv ices .

T he  rev enu e  en joy ed  by  th e  
S t a t e  o f  A la s k a  f rom  oil p r o ­
duc t ion  a t  P ru d h o e  Bay lias 
fa r  exceeded  th e  hopes  and  
ex p e c ta t io n s  .of o n ly  10 to 15 
y e a rs  ago. T h e  $900 m il l ion  
bonu s  rec e iv ed  in 19G9 seem ed 
to  p ro v id e  n t r em end o u s  e n ­

d ow m en t  t h a t  in  i t s e l f  w ou ld  
be su f f ic ien t  to  fu nd  s t a t e  
o p e r a t i o n s  f o r  a b o u t  f i v e  
y e a r s  a t b u d g e t a r y  leve ls  p r e ­
v a i l in g  a t  th e  l im e .

Yet t h e  m a ss iv e  o il m a rk e t  
p r ice  inc reases  o f t h e  1970s 
r e s u l t e d  in s t a t e  r e v e n u e s  
t h a t  a r e  c u r r e n t l y  a p p ro a c h ­
ing $4 b i l l io n  p e r  y e a r .  Q u i t e  
su dd en ly ,  th e  S t a t e  o f A la sk a  
has found i ts e l f  on  th e  rece iv ­
ing end  o f oil re v enues  t h a t  
am oun t  to  a b o u t  $8,000 p e r  
y e a r  fo r ever}’ m an , w om an  
and  ch ild  in t h e  s ta te .

B u t a n o th e r  m a jo r  m a so n  
for th e  m ag n i tu d e  o f th e se  
a n nu a l  rev enu e s  is t h e  u n ­
p receden ted  sp eed  a t  wh ich  
P ru d h o e  Bay o il is be ing  r e ­
m oved  and  sold .

We need to  r em em b e r  t h a t  
th> b u bb le  o f w e a l t h  w e c u r ­
ren t ly  en joy  is b o th  huge  by

any  h is to r ic a l  s t a n d a r d  and  
a lso  t r a n s i to ry ,  -t p re s e n t s  us 
w i th  a u n iq u e  o p p o r tu n i t y  
t h a t  is no t  l ik e ly  to  coryo 
ag a in  to  th i s  o r  a n y  o th e r  
s t a t e  fo r a g r e a t  m a n y  y ea rs .  
We now  h av e  th e  f in anc ia l  
c a p a b i l i t y  to  p ro v id e  m a jo r  
im p r o v e m e n t s  f o r  t h e  eco ­
nom ic  fo u nd a t io n  of o u r  soc ie­
ty ,  im p ro v em en t s  t h a t  w ill 
s e rv e  us fo r g en e r a t io n s  to  
come. T hus  fa r ,  h ow ev e r ,  we 
h a v :  no t  le a rn ed  how  to  con ­
s o l id a te  o u r  re sou rces  in  o r ­
d e r  to c on s tru c t  such p ro jec ts , 
a n d  th e  t im e  fo r  do ing  so is 
ru n n in g  ou t.

W h i l e  m a n y  w o r t h w h i l e  
p ro g r am s  and  p ro je c ts  h av e  
been  funded , I am  concerned  
t h a t  t h e  fu tu re  w ill n o t  ju d g e  
f a v o r a b l y  t h e  m a n n e r  in 
w h ic h  w e  h a v e  s p e n t  o u r  
w e a l th .  We sh ou ld  e n d e a v o r  
to b u i ld  som e im p ro v em en t s  
o f  a  sca le  t h a t  re f lec ts  th e  
m a g n i tu d e  of. o u r  o p p o r t u n i ­
ty . When fu tu r e  A la sk a n s  a sk  
w h a t  w e  d id  w i th  th e  m oney , 
it w o u ld  b e  s a t i s f y i n g  to  
k n ow  ‘h a t  a t  lea s t  a few 
m a jo r ,  la s t ing  im p ro v em en ts

w ill be in c luded  in th e  a n ­
swer .

T he  M a jo r  P ro jec ts  F und  
I'Ve p roposed  w ou ld  a ccum u ­
la te  a p p ro x im a te ly  10 p e rcen t  
o f  o u r  rev enu e s  fo r t h e  n ex t  
six years . Based  on cu r r e n t  
e s t im a te s ,  b e tw een  $2 b il l ion  
and  $3 b i l l io n  cou ld  b e  se t 
a s id e  in t h e  fund .

W hat w ou ld  w e do w i th  
th i s  money?

I h i v e  no f i rm  an sw e rs  to 
t h a t  q u e s t io n  r ig h t  now . The 
S u s i tn a  hyd ro e le c t r ic  p ro jec t , 
m a jo r  e xp an s io n  o f t h e  A la s ­
k a  R a i l ro ad , co n s t ru c t io n  of 
su p p o r t  fac i l i t ie s  fo r m in ing , 
fish ing , t im b e r  o r  a g r ic u l tu ra l  
p ro je c ts  a ll cou ld  q u a l i f y  as 
logical in v e s tm en t s  of th e  Ma­
j o r  P ro jec ts  Fund .

While .w e d o n ’t  k n ow  the  
s p e c i f i c  p r o j e c t s  y e t ,  I do 
kn ow  t h a t  u n le s s  w e beg in  
s e t t in g  n s id e  m oney  now  for 
t h e  c o n s t r u c t i o n  o f  m a j o r  
s t a t e  p ro jec ts , m o s t  w il l  n ev e r  
be bu i l t .  T h is  is g u a ra n te ed  
by  t h e  p a t t e r n  o f  c a p i t a l  
b udg e t  sp end in g  th e  s t a t e  has  
em ba rk e d  upon  in the p a s t  
s ix  years .

I d o n ’t fau l t  p a s t  a dm in is ­
t r a t io n s  o r  c u r r e n t  o r  fo rm e r  
leg is la tu re s  fo r r is ing  to  mGet 
t h e  p r e s su re s  o f local re qu e s t s  
fo r public , w o rk s  sp end ing . As 
we c e leb ra te  o u r  25th y e a r  of 
s t a t e h o o d ,  m a n y  A l a s k a n s  
s t i l l  lack  such basic e n t i t l e ­
m en ts  as  a d e q u a te  w a t e r  and 
s ew e r  sy s tem s , ro ad s  o r  o th e r  
t r a n s p o r t a t i o n  f a c i l i t i e s ,  
schools, h ea l th  clin ics a n d  a d ­
eq u a te  fire and  police p ro te c ­
tion . A lre ady  in 1984, I 'v e  h ad  
th e  p r iv i leg e  o f s ign ing  in to  
law  m o re  th a a  $700 m il l io n  in 
a p p r o p r i a t i o n s  to  s a t i s f y  
some o f tho se  needs.

In sum m a ry ,  I b e l iev e  i t ’s 
cri t ica l fo r A la sk a  in t im e  of 
p le n ty  to  look ah ead  to the  
y e a rs  w hen  o u r  w ea l th  w o n ' t  
be as g rea t .  If it w as w ise  for 
vo te r s  to  do th is  in 1976, it 
wou ld  be even  w ise r  fo r  us to  
do the; some in 1984 by c r e a t ­
ing th e  Major P ro jec ts  Fund .

U  Bill Sho t l lo .d  Is g o v e r n o r  of 
A la sk i ,



. 32: AMENDING CONSTITUTION: FINANCE CAPITAL PROJECTS, EQUALIZE POWER COSTS
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m
SENATE RESOURCES COwV'TTEE

PURPOSES:

C o n s t r u c t i o n  o f  c a p i t a  

t h a t  e x c e e d  $ 1 0 0  m i l l i o ;’

c s

E q u a l i z a t i o n  o f  p o w e r  c o s t s .

FUNDS

2 5 %  o f  r e v e n u e  e a r n e d  f r o m  7 / 1 / 8 5  

t h r o u g h  1 1 / 3 0 / 9 0 .

S o u r c e s m i n e r a l  l e a s e  r e n t a l s  
r o y a l t i e s

r o y a l t y  s a l e  p r o c e e d s  

f e d e r a l  m i n e r a l  r e v e n u e -  
s h a r i n g  p a y m e n t s  

s t a t e  b o n u s e s  

l e g i s l a t i v e  a p p r o p r i a t i o n  

i n t e r e s t  e a r n e d  b y  f u n d  

r e v e n u e  d e d i c a t e d  f r o m  

p r o j e c t  e a r n i n g s

To b e  i n v e s t e d  p e r  g e n e r a l  f u n d

GOVERNOR’ S ORIGINAL

C o n s t r u c t i o n  o f  c a p i t a l  p r o j e c t s  

t h a t  e x c e e d  $ 1 0 0  m i l l i o n .

1 0 %  o f  r e v e n u e  e a r n e d  f r o m  6 / 3 0 / 8 5  

t h r o u g h  6 / 3 0 / 9 0 .

S o u r c e s m i n e r a l  l e a s e  r e n t a l s  

r o y a l t i e s

r o y a l t y  s a l e  p r o c e e d s  

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

i n t e r e s t  e a r n e d r f r o m  f u n d  

r e v e n u e  d e d i c a t e d  f r o m  

p r o j e c t  e a r n i n g s  

c o r p o r a t e  i n c c m e  t a x  o n  o i l  

a n d  g a s  p r o d u c e r s  
s e v e r a n c e  t a x  
o i l  a n d  g a s  p r o d u c t i o n  

p r o p e r t y  t a x

T o  b e  i n v e s t e d  p e r  P e r m a n e n t  F u n d .

USES :

5 0 %  h y d r o  ( d e f i n e d  as c a p i t a l  
c o n s t r u c t i o n  c o s t s  a n d  r a t e  

s t a b i l i z a t i o n ) .

5% for e q u a l i z a t i o n  of p o w e r  

c o s t s  to b e  d i s t r i b u t e d  a s  

p r o v i d e  by law .

P R 0.1 E C T R E Q U IR E M E N  T S

F i n a n c i n g  p l a n  a p p r o v e d  b y  

g o v e r n o r  a n d  l e g i s l a t u r e .  

E x p e n d i t u r e  a u t h o r i z e d  b y  
a p p r o p r i a t i o n  b i l l  p a s s e d  

b y  l e g l - O i t u r e .

P r o j e c t  e x p e c t e d  to e a r n  r e v e n u e  
to r e p a y  f u n d ,  o t h e r  m o n e y  

u s e d  to f i n a n c e ,  a n d  o p e r a t i o n  

a n d  m a i n t e n a n c e  c o s t s  ( u s e f u l  l i f e )  

P r o j e c t  o w n e d  b y  s t a t e .

E x p e n d i t u r e  a p p r o v e d  b y  2 / 3  /

v o t e  o f  l e g i s l a t u r e .

P r o j e c t  w i l l  e a r n  e n o u g h  m o n e y  
to r e p a y  m o n e y  e x p e n d e d  o n  p r o j

O T H E R :

If t h i s  C o n s t i t u t i o n a l  a m e n d m e n t  is 

a d o p t e d ,  in 1 9 9 0  L i e u t e n a n t
G o v e r n o r  v  1 1 1 n  1 p r  o  o n  b a i l o r  p

p r o p o s i t i o n  to c o n t i n u e  t h e  

d e d i c a t i o n  of r e v e n u e s .

( N O T E : B o t h  v e r s i o n s  a m e n d  C o n s t i t u t i o n  to a l l o w  d e d i c a t i o n  o f  p r o j e c t
e a r n i n g s ,  a n d  to e x e m p t  m a j o r  p r o j e c t  f u n d  a p p r o p r i a t i o n s  f r o m  t h e  

s p e n d i n g  l i m i t .  A m e n d m e n t s  w i l l  go b e f o r e  v o t e r s  at n e x t  g e n e r a l  e l e c t i o n . )
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R E L A T I N G  T O  T H E  A L A S K A  P O W E R  A U T H O R I T Y ;  A U T H O R I Z I N G  T H E  C O N S T R U C T I O N  

O F  T H E  W A T A N A  A N D  B R A D L E Y  L A K E  H Y D R O E L E C T R I C  P R O J E C T S ,

S e c .  1 C o m o i n e s  t h e  L a k e  T y e e ,  S w a n  L a k e ,  S o l o m o n  G u l c h  a n d  

T e r r o r  L a k e  h y d r o e l e c t r i c  p r o j e c t s  i n t o  o n e  p o w e r  p r o j e c t  f o r  
t h e  p u r p o s e  o f  t h e  w h o l e s a l e  p o w e r  r.ite c a l c u l a t i o n .  E l i m i n a t e s  

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

S e c .  2 S p e c i f i e s  t h a t  i n  d e t e r m i n i n g  w h o l e s a l e  p o w e r  r a t e s  f o r  

t h e  4 - d a m  p o o l  p r o j e c t s  t h e  f a c i l i t i e s  w i l l  s h a r e  t h e  d e b t  

s e r v i c e .  O p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s  w i l l  b e  d e t e r m i n e d  

s e p a r a t e l y .  R e p e a l s  t h e  S u s i t n a  " e q u i t y  c l a u s e " .

S e c .  3 A l l o w s  t h e  A P A  to c o n t r a c t u a l l y  l i m i t  t h e  a m o u n t  o f  d e b t

s e r v i c e  p a y a b l e  b y  p o w e r  p u r c h a s e r s  as a c o n s e q u e n c e  of t h e  l a t e r

a d d i t i o n  o f  n e w  j r o j e n t s  to t h e  e n e r g y  p r o g r a m .

S e c .  4 C o n f o n t r i m g  a m e n d m e n t  p e r  r e p e a l  of S c s i t n a  " e q u i t y  c l a u s e " .

S e c .  5 C o n f o r m i n g  a m e n d m e n t  p e r  e l i m i n a t i o n  o f  r e s t r i c t i o n  o n

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

S e c .  6 R e p e a l s  t h e  p r o v i s i o n  t h a t  c o n s t r u c t i o n  c o n t r a c t s  f o r

S u s i t n a  a r e  c o n t i n g e n t  u p o n  l e g i s l a t i v e  a p p r o v a l  of t h e  p r o j e c t ' s  
p r e l i m i n a r y  r e p o r t ,  a n d  t h e  m a n d a t e  t h a t  c o n t r a c t s  b e  e n t e r e d  

i n t o  w i t h i n  o n e  y e a r  a f t e r  r e p o r t  a p p r o v a l .

Se c .  7 S i g n  i n g  of c o n s t r u c t i o n  c o n t r a c t s  w o u l d  b e  c o n t i n g e n t  o n

l e g i s l a t i v e  a p p r o v a l  of p o w e r  p r o j e c t s .

S e c .  3 A u t h o r i z e s  t h e  B r a d l e y  L a k e  p r o j e c t  a t  a c o n s t r u c t i o n  c o s t

of  $ 3 0 0  m i l l i o n  in J u l y  1 9 8 3  d o l l a r s .

S e c .  9 A u t h o r i z e s  t h e  W a t a n a  p r o j e c t  a t  a c o n s t r u c t i o n  c o s t  o f

$ 3 . 7 5  b i l l i o n  in J a n u a r y  1 9 8 3  d o l l a r s .

S e c .  1 0  I m m e d i a t e  e f f e c t i v e  d a t e .

C H A N G E S  F R O M  H O U S E - P A S S E D  V E R S I O N .

A m e n d s  c u r r e n t  s t a t u t e  g o v e r n i n g  construction contracts for Susitna. Contracts 
c o u l d  b e  e n t e r e d  i n t o  u p o n  l e g i s l a t i v e  approval of the Sustina project, rather 

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

R e v i s e s  t h e  c o n s t r u c t i o n  c o s t  f o r  B r a d l e y  L a k e  a n d  W a t a n a ,  p e r

i n f o r m a t i o n  f r o m  t h e  A l a s k a  P o w e r  A u t h o r i t y .

S u s i t n a  e q u i t y  c l a u s e "  is r e p e a l e d  i n  t h e  b o d y  o f  t h e  b i l l
( S e c f i n n  ?) ‘■ha- ■* n ~ - .. . „. . , „\ -  j ci w •l t u “ *-» i  L | J c u l C i  •
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O f f e r e d :  3 / 2 9 / 8 4
F o r  T o d a y ' s  S u p p l em e n t a l  
C a l e n d a r

•v.1 ■ »

O r i g i n a l  s p o n s o r :  R u l e s /G o v e r n o r

1 IN THE HOUSE 3Y THE FINANCE COMMITTEE

2 $ C ^ »  CS FOR HOUSE BILL NO. 589 ( F i n a n c e :  am

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 F o r  a n  Ac t e n t i t l e d :  "An Ac t  r e l a t i n g  t o  t h e  A l a s k a  Power  A u t h o r i t y

7 a u t h o r i z i n g  t h e  c o n s t r u c t i o n  o f  t h e  Wa tana  and

8 B r a d l e y  Lake h y d r o e l e c t r i c  p r o j e c t s ;  and  p r o v i d i n g

9 f o r  an e f f e c t i v e  d a t e . "

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

11 * S e c t i o n  1.  AS 4 4 . 8 3 . 3 9 8 ( a )  i s  am e n d c d - t o  r e a d :
»

12 ( a )  The a u t h o r i t y  s h a l l  s e l l  power  p r o d u c e d  f rom power  p r o j e c t s

13 a c q u i r e d  o r  c o n s t r u c t e d  u n d e r  t h e  e n e r g y  p r o g r am  f o r  A l a s k a .  F o r

14 p u r p o s e s  o f  t h i s  s e c t i o n .  Lake  Tye e ,  Swan L ake .  Solomon G u l c h ,  and

15 T e r r o r  Lake hyd r o e l e c t r i c  f a c i l i t i e s  a r e  c o n s i d e r e d  t o  be  one power

16 p r o j e c t .  T h i s  power  p r o j e c t  i n  r e f e r r e d  t o  a s  t h e  i n i t i a l  p r o j e c t  [A

17 UTILITY THAT PURCHASES POWER PRODUCED BY A POWER PROJECT OF THE AU-

18 THORITY SHALL AGREE WITH THE AUTHORITY

19 (1 )  TO GIVE PREFERENCE IN THE SALE OF POWER AT RETAIL TO

20 ALL CLASSES OF CONSUMERS OF POWER EXCEPT INDUSTRIAL CONSUMERS;

21 (2 )  TO CHARGE INDUSTRIAL CONSUMERS OF POWER \ RATE DE-.

22 TERMINED BY THE AUTHORITY IN ACCORDANCE WITH ( d )  OF THIS SECTION].

23 * S ec .  2 .  AS 4 4 . 8 3 . 3 9 8 ( b )  i s  amended t o  r e a d :

24 ( b )  The a u t h o r i t y  s h a l l  e s t a b l i s h  a  w h o l e s a l e  power  r a t e  s t r u c -

25 t u r e  a p p l i c a b l e  t o  s a l e s  o f  powe r  t o  t h e  [ ITS]  c u s t om e r s  [AT THE
26 BUSBAR] o f  a power  p r o j e c t  a s  f o l l o w s :

27 (1 )  The a u t h o r i t y  s h a l l  e s t a b l i s h  and m a i n t a i n  a s e p a r a t e
28 w h o l e s a l e  power r a t e  a p p l i c a b l e  t o  e a c h  power  p r o j e c t  t h a t  i t  h a s

29 a c q u i r e d  o r  c o n s t r u c t e d  u n d e r  t h e  e n e r g y  p rog r am  f o r  A l a s k a ,  o t h e r
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t h a n  a p r o j e c t  d e s c r i b e d  i n  ( f )  o f  t h i s  s e c t i o n .  The w h o l e s a l e  power  

r a t e  e s t a b l i s h e d  by t h e  a u t h o r i t y  f o r  t h e  i n i t i a l  p r o j e c t  s h a l l  be  a

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

r a t e  a p p l i c a b l e  t o  (A) and  (C) o f  t h i s  p a r a g r a p h  s h a l l  be a d j u s t e d  f o r  

t h e  h y d r o e l e c t r i c  f a c i l i t i e s  i n  t h e  i n i t i a l  p r o j e c t  a s  s e t  o u t  i n  (3 )  

o f  t h i s  s u b s e c t i o n .  The w h o l e s a l e  powe r  r a t e  s h a l l  b e  compu ted  by t h e  

a u t h o r i t y  a n n u a l l y ,  o r  m o r e " f r e q u e n t l y  a s  may be  n e c e s s a r y ,  and s h a l l  

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

r e v e n u e  t h a t  i s  s u f f i c i e n t  t o  p ay

(A) o p e r a t i o n ,  m a i n t e n a n c e ,  and e q u i pm en t  r e p l a i  ^ment 

c o s t s  o f  t h e  power  p r o j e c t ;

(B) t h e  power  p r o j e c t ' s  p r o p o r t i o n a t e  s h a r e  o f  t h e  

d e b t  s e r v i c e  on s t a t e  l o a n s  and  bond s  f o r  a l l  power  p r o j e c t s  i n  

t h e  e n e r g y  p rog r am  f o r  A l a s k a ,  d e t e rm i n e d  i n  a c c o r d a n c e  w i t h  (g )  

o f  t h i s  s e c t i o n ;

(C) s a f e t y  i n s p e c t i o n s  and  i n v e s t i g a t i o n s  o f  t h e  power  

p r o j e c t  by t h e  a u t h o r i t y .

a t e d  a t  l e a s t  $ 5 , 0 0 0 , 0 0 0 , 0 0 0  t o  t h e  f u n d ,  i n  a d d i t i o n  t o  a p p r o p r i a ­
t i o n s  t o  t h e  f und  o f  i n t e r e s t  e a r n e d  on money i n  t h e  f u n d ,  :h e  a u t h o r ­

i t y  s h a l l ' . , b e g i n n i n g  on t h a t  d r t e ,  e s t a b l i s h  and m a i n t a i n  a s e p a r a t e  

w h o l e s a l e  pow<*r r a t e  a p p l i c a b l e  t o  e a c h  power  p r o j e c t  t h a t  i s  a c q u i r e d

power  r a t e  s h a l l  be compu ted  by t h e  a u t h o r i t y  a n n u a l l y ,  o r  more f r e ­

q u e n t l y  a s  may be  n e c e s s a r y ,  and s h a l l  be  t h e  g r e a t e r  o f

(A) 10 p e r c e n t  o f  t h e  amount t h e  a u t h o r i t y  h a s  i n ­

v e s t e d  i n  t h e  power  p r o j e c t ,  i n c l u d i n g  l o a n s  and g r a n t s  made by
t h e  s t a t e ;  e r

(B) t h e  r a t e  t h a t  t h e  a u t h o r i t y  e s t i m a t e s  i s  n e c e s s a r y

I f ,  by J u l y  1, 1991,  t h e  l e g i s l a t u r e  h a s  n o t  a p p r o p r i -

o r  c o n s t r u c t e d  u n d e r  t h e  e n e r g y  p r o g r am  f o r  A l a u k a .  The w h o l e s a l e

CSHB 589 ( F i n )  am -2-



1 t o  p r o d u c e  r e v e n u e  s u f f i c i e n t  t o  p ay

2 ( i )  o p e r a t i o n ,  m a i n t e n a n c e ,  and  e q u i pm en t  r e -
3 p l a c e m e n t  c o s t s  o f  t h e  power p r o j e c t ;

4 ( i i )  t h e  powe r  p r o j e c t ' s  p r o p o r t i o n a t e  s h a r e  o f
5 d e b t  s e r v i c e  on s t a t e  i .oans and  bond s  f o r  a l l  power  p r o j e c t s

6 i n  t h e  e n e r g y  p r o g r am  f o r  A l a s k a ,  d e t e rm i n e d  i n  a c c o r d a n c e

7 w i t h  ( g )  o f  t h i s  s e c t i o n ;  and

8 ( i i i )  s a f e t y  i n s p e c t i o n s  and  i n v e s t i g a t i o n s  o f  t h e
9 powe r  p r o j e c t  by t h e  a u t h o r i t y

10 (3 )  F o r  t h e  p u r p o s e s  o f  d e t e r m i n i n g  amoun ts  t o  be  a l l o c a t e d" " ‘
11 t o  e a c h  h y d r o e l e c t r i c  f a c i l i t y  i n  t h e  i n i t i a l  p r o j e c t  u n d e r  (1HA1 and

12

13

( 1 ) ( C )  o f  t h i s  s u b s e c t i o n . t h e  a u t h o r i t y  s h a l l d e t e rm i n e  f o r  e a c h
h y d r o e l e c t r i c  f a c i l i t y  i t s i n d i v i d u a l  o p e r a t i o n . m a i n t e n a n c e ,  e q u i p -

14 men t r e p l a c e m e n t , s a f e t y  i n s p e c t i o n ,  and  i n v e s t i g a t i o n  c o s t s .

15 * S e c .  3.  AS 4 4 . 8 3 . 3 9 8 ( e )  i s  amended t o  r e a d :

16 ( e )  A f t e r  d e t e r m i n i n g  t h e  w h o l e s a l e  power  r a t e  f o r  a power

17 p r o j e c t  u n d e r  t h e  p r o v i s i o n s  o f  t h i s  . . a c t i o n ,  t h e  a u t h o r i t y  may a d j u s t

18 t h e  r a t e  o r  c h ange  t h e  r a t e  p r o v i s i o n s  t o  i n s u r e  t h a t  t h e  r e v e n u e

19 d e r i v e d  f rom  t h a t  p owe r  p r o j e c t  and  t h e  a g g r e g a t e  r e v e n u e s  o f  t h e

20 a u t h o r i t y  w i l . '  b e  a d e q u a t e  t o  comply w i t h  t h e  r a t e  c o v e n a n t s  and o t h e r

21 a g r e e m e n t s  c o n t a i n e d  i n  any  t r u s t  i n d e n t u r e  o r  t r u s t  a g r e em en t  e n t e r e d

22 i n t o  by t h e  a u t h o r i t y  f o r  t h e  s e c u r i t y  o f  t h e  h o l d e r s  o f  bond s  i s s u e d

23 t o  f i n a n c e  power  p r o j e c t s  i n  t h e  e n e r g y  p r o g r am  [ENERGY PROGRAM] f o r

24 A l a s k a .  The a u t h o r i t y  may a g r e e  w i t h  a p u r c h a s e r  o f  power  t o  l im i t

25 r a t e  i n c r e a s e s  c a u s e d  by d e b t  s e r v i c e  p a y a b l e  by t h e  a u t h o r i t y  on
26 s u b s e q u e n t  p r o j e c t s .

27 * S e c .  4 .  AS 4 4 . 8 3 . 3 9 8 ( g )  i s  amr ided t o  r e a d :

28 (g )  Fo r  t h e  p u r p o s e s  o f  < b ) ( l ) ( t )  [AND ( b ) ( 2 ) (D) ( i i ) ]  o f  t h i s

29 s e c t i o n ,  a power  p r o j e c t ' s  p r o p o r t i o n a t e  s h a r e  o f  d e b t  s e r v i c e  on

-3 -  CSHD 589 ( F i n )  am



1 s t a t e  l o a n s  and b ond s  f o r  a l l  powe r  p r o j e c t s  i n  t h e  e n e r g y  p r o g r am  f o r

2 A l a s k a  i s  e q u a l  t o  t h e  s t a t e ' s  i n v e s tm e n t  i n  t h e  power  p r o j e c t  d i v i d e d

3 by t h e  s . t a t e ' s  i n v e s tm e n t  i n  a l l  powe r  p r o j e c t s  i n  t h e  e n e r g y  p r o g r am

4 f o r  A l a s k a  and m u l t i p l i e d  by t h e  d e b t  s e r v i c e  on s t a t e  l o a n s  and bond s

5 f o r  a l l  power  p r o j e c t s  i n  t h e  e n e r g y  p r o g r am  f o r  A l a s k a .  I n  t h i s

6 s u b s e c t i o n

7 (1 ) " s t a t e ' s  i n v e s tm e n t  i n  t h e  power  p r o j e c t "  i n c l u d e s  a l l

8 s t a t e  money i n v e s t e d  i n  a  powe r  p r o j e c t ,  i n c l u d i n g  l o a n s ,  g r a n t s ,  and

9 p r o c e e d s  f rom b o n d s ,  l e s s  t h e  p r i n c i p a l  r e p a ym e n t s  on  t h e  p r o j e c t ' s

10 p r o p o r t i o n a t e  s h a r e  o f  d e b t  s e r v i c e  or. s t a t e  l o a n s  and  b o n d s ;

11 (2 ) " s t a t e ' s  i n v e s tm e n t  i n  a l l  powe r  p r o j e c t s  i n  t h e  e n e r g y

12 p r o g r am  f o r  A l a s k a "  i n c l u d e s  a l l  s t a r e  money" i n v e s t e d  i n  t h e  power
13 p r o j e c t s ,  o t h e r  t h a n  i n t e r t i e s ,  i n  t h e  e n e r g y  p rog ram  f o r  A l a s k i ,

14 i n c l u d i n g  J t p a n s , g r a n t s ,  and  p r o c e e d s  f rom b o n d s ,  l e s s  t h e  p r i n c i p a l

15 r e p a ym e n t s  on bonds  and  s t a t e  l o a n s  i s s u e d  f o r  t h e  power  p r o j e c t s .
16

* Sec. 5 AS 44.83.398(d) i s  repealed.
17
10 * Sec. 6 AS ^4.83.330 i s  repealed.lo
19 * Sec. 7 AS 44.83.325 i s  amended to  read: The authori ty  may not

20 en te r  in to  contracts  under AS 44.83.300 -  AS 44.83-360 other  than those21
contrac ts  necessary to  complete (1) f e a s i b i l i t y  s tudies ,  (2) the  prelim-

22
23 inary repor ts  required by AS 44.83.320, or  (1) construction of the

2 4  Anchorage-Fairbanks I n t e r t i e ,  u n t i l  the Legislature  [approves by law the

25 preliminary repor t  required under AS 44.83.320(b).] enacts a law
26

approving the p ro jec t  in  accordance with AS 44.83.185(c).
27

* Sec. 8 The Bradley Lake hydroelectr ic  p ro jec t  i s  authorized for 

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

c o s t  o f  $ 3 0 0 , 0 0 0 , 0 0 0  in J u l y  1 9 8 3  d o l l a r s .



* Sec. 9 The Watana Dam p ro jec t  in the Susitna River hydro­

e l e c t r i c  p ro jec t  i s  authorized for  construct ion under AS 44.83.185(c) a t

a c o n s t r u c t i o n  c o s t  o f  $ 3 , 7 5 0 , 0 0 0 , 0 0 0  in J a n u a r y  1 9 8 3  d o l l a r j .

* S e c .  10 T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  

w i t h  A S  0 1 . 1 0 . 0 7 0 ( c ) .

-5-



BO B M U LC A H Y
a f i l i s s  s t u r g u l e w s k i

BE TTYE F A H R E N K A M P , C h a irm a n POUCH V
RO BER T H . Z IE G LE R , SR ., V ic o  C h a irm a n  STATE C AP IT A L
D IC K  E L IA S O N  JU N E A U , A L A S K A  99811
P A U L F IS C H ER  [ . -.y jjS fc l I (907) 465-3834
V IC  F IS C H E R  I I (907) 465 -3835

H>enatc
Committee on Resources

S C ?  CS H B  6 8 4  ( R e s )

A N  \CT M A K I N G  S P E C I A L  A P P R O P R I A T I O N S  T O  T H E  A L A S K A  P O W E R  A U T H O R I T Y .

S e c .  1 $ 4 9  m i l l i o n  f o r  r a t e  s t a b i l i z a t i o n  f o r  t h e  4 - d a m  p o o l .

S e c .  2 $200 million to t h e  A P A  p o w e r  d e v e l o p m e n t  f u n d  f o r  f i n a n c i n g
Watana.

S e c .  3 $ 1 0  m i l l i o n  f o r  p o w e r  c o s t  a s s i s t a n c e .

S e c .  4 A p p r o p r i a t i o n s  i n  s e c t i o n s  1 a n d  2 d o  n o t  l a p s e .

P e c .  5 S e c t i o n  1 t a k e s  e f f e c t  w h e n  4 - d a m ' p o o l  c o m m u n i t i e s  s i g n  
p o w e r  s a l e s  a g r e e m e n t s .

S e c .  6 Se ctionrs 2 a n d  3 t a k e  e f f e c t  i m m e d i a t e l y .

C H A N G E S  F R O M  H O U S E  P A S S E D  V E R S I O N :

D e l e t e s  t h e  $ 1 . 4  b i l l i o n  a p p r o p r i a t i o n  f o r  W a t a n a  a n d  B r a d l e y  L a k e ,  

w h i c h  w a s  to b e  d e p o s i t e d  in m o n t h l y  i n s t a l l m e n t s  b y  J u n e  1 9 9 1 ,  

a n d  a p p r o p r i a t e s  $ 2 0 0  m i l l i o n  f o r  W a t a n a .

T h e  a p p r o p r i a t i o n  to W a t a n a  is i m m e d i a t e ;  H o u s e  v e r s i o n  r e q u i r e d  

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



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

TO: Senator Bettye Fah enkamp

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, I do not support a major projects fund that would 
constitutionally dedicate a portion of our revenues. I have mentioned 

before that I would be willing to consider a statutory fund.

Attached find a wor k  draft of such a statutory fund, showing one way 
that it might be done, and a wor k  draft of an appropriation bill to 

accompany it. Please bring it to the c o m m i t t e e’s attention for discussion 
if you wish.

RE:

FROM:



i£>tate Hegislature
BETTYE F A H R E N K A M P , C h a irm a n
RO BER T H . Z IE G LER , SR ., V ic o  C h a irm a n
D IC K  E L IA SO N
P A U L F IS C H ER
V IC  F IS C H ER
BO B M U LC A H Y
A R L IS S  S TU RG U LEW SK I

■; .r;-.....
v

POUCH V 
STATE C A P IT A L 

JU U E A U , A L A S K A  99811 
(907) 465 -3834 
(907) 465 -3835

S e n a t e

Committee on Jtesfourcesf
A p r i l  1, 1 9 8 4

C S S J R  32 ( R e s )  P R O P O S I N G  A N  A M E N D M E N T  T O  T H E  C O N S T I T U T I O N  O F  

T H E  S T A T E  O F  A L A S K A  C R E A T I N G  A  F U N D  T O  P R O V I D E  A  S O U R C E  O F  

F I N A N C I N G  F O R  C A P I T A L  P R O J E C T S  A N D  T O  P P O V I D E  A S S I S T A N C E  T O  
E Q U A L I Z E  P O W E R  C O S T S .

P U R P O S E :  C o n s t r u c t i o n  o f  c a p i t a l  p r o j e c t s  t h a t  e x c e e d  $ 1 0 0  m i l l i o n .
E q u a l i z e  p o w e r  c o s t s .

F U N D S :

U S E S

E X P E N D I T U R E :

1 0 %  o f  s t a t e  r e v e n u e  e a r n e d  a f t e r  J u n e  30, 1 9 8 4  

S o u r c e s :  c o r p o r a t e  i n c o m e  t a x  o n  o i l  a n d  g a s  p r o d u c e r s
s e v e r a n c e  t a x

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

m i n e r a l  l e a s e  r e n t a l s  

r o y a l  t i e s

r o y a l t y  s a l e  p r o c e e d s

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

i n t e r e s t  e a r n e d  o n  f u n d

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

5 0 %  o f  a n n u a l ,  r e v e n u e  f o r  h y d r o  ( d e f i n e d  a s  c a p i t a l  

c o n s t r u c t i o n  c o s t s  a n d  r a t e  s t a b i l i z a t i o n )

5 %  f o r  e q u a l i z a t i o n  of p o w e r  c o s t s  to b e  d i s t r i b u t e d  

as p r o v i d e d  b y  lav;

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

E x p e n d i t u r e  a u t h o r i z e d  b y  2 / 3  v o t e  of e a c h  h o u s e .

P r o j e c t  is e s t i m a t e d  to r e p a y  f u n d  d u r i n g  p r o j e c t ’s u s e f u l  l i f e  

P r o j e c t  is s t a t e - o w n e d .

O T H E R :  A m e n d s  C o n s t i t u t i o n  to a l l o w  d e d i c a t i o n  o f  p r o j e c t  e a r n i n g s .

A m e n d s  C o n s t i t u t i o n  to e x e m p t  m a j o r  p r o j e c t  f u n d  a p p r o p r i a t i o n s  

f r o m  t h e  s p e n d i n g  l i m i t .

A m e n d m e n t s  go b e f o r e  v o t e r s  a t  n e x t  g e n e r a l  e l e c t i o n .

mi
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IN  THE SE N A T E  BY THE  R E S O U R C E S  C O M M ITTEE

CS FOR  SE N A T E  J O I N T  R E S O L U T IO N  N O . 3 2  (R E S O U R C E S )

P r o p o s in g  an  amendment t o  t h e  

C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A la sk a  

c r e a t i n g  a fu n d  t o  p r o v i d e  a s o u r c e  o f  

f i n a n c i n g  f o r  c a p i t a l  p r o j e c t s  and to

p r o v i d e  a s s i s t a n c e  t o  e q u a l i z e  power 

c o s t s .

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALA SKA:

* S e c t i o n  1. A r t i c l e  IX, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a ,  i s

amended by a d d in g  a  new s e c t i o n  t o  r e a d :

SECTION 17.  MAJOR PROJECTS FUND. (a )  T h e re  i s  c r e a t e d  i n  t h e

s t a t e  t r e a s u r y  a  m a j o r  p r o j e c t s  f u n d .  The p u r p o s e  o f  t h e  m a jo r

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

e x ce ed  $ 1 0 0 ,0 0 0 ,0 0 0  i n  c o s t ,  and  t o  p r o v i d e  money t o  e q u a l i z e  power

c o s t s  o f  c o j ^ j m e r s .  The unexpended  b a l a n c e  o f  t h e  fu n d  s h a l l  be

i n v e s t e d  i n  t h e  m anner  s p e c i f i e d  i n  s e c t i o n  16 o f  t h i s  a t t i c l e  f o r  t h e

g e n e r a l  f u n d .  The m a jo r  p r o j e c t s  fu n d  c o n s i s t s  o f

(1)  an a n n u a l  d e p o s i t  o f  t e n  p e r c e n t  o f  s t a t e  r e v e n u e

e a r n e d  a f t e r  J u n e  3 0 ,  1984 f rom t h e  f o l l o w i n g  s o u r c e s :

(A) c o r p o r a t e  income t a x  on o i l  and  gas  p r o d u c e r s ;

(B) s e v e r a n c e  t a x ;

(C) o i l  and  gas  p r o d u c t i o n  p r o p e r t y  t a x ;

(D) m i n e r a l  l e a s e  r e n t a l s ;

(E) r o y a l t i e s ;

(F) r o y a l t y  s a l e  p r o c e e d s ;  and

(G) f e d e r a l  m i n e r a l  r e v e n u e - s h a r i n g  paym en ts  and

- 1 -
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b o n u s e s ;

(2)  a p p r o p r i a t i o n s  made by t h e  l e g i s l a t u r e ;

(3)  i n t e r e s t  e a r n e d  e ac h  f i s c a l  y e a r  from i n v e s t m e n t  o f  

money i n  t h e  m a jo r  p r o j e c t s  fu n d ;  and

(4)  r e v e n u e  d e d i c a t e d  t o  t h e  f u n d  i n  a c c o r d a n c e  w i t h  (d)  o f  ,L

t h i s  s e c t i o n .

(b) 5 0 %  of t h e  a n n u a l  r e v e n u e  p a i d  i n t o  t h e  m a j o r

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

" H y d r o e l e c t r i c  e n e r g y  d e v e l o p m e n t "  m e a n s  c o n s t r u c t i o n  of 
h y d r o e l e c t r i c  c a p i t a l  p r o j e c t s  a n d  s t a b i l i z a t i o n  of r a t e s  

f o r  h y d r o  p r o j e c t s  i n  t h e  s t a t e .

( c) Money s h a l l  n o t  be  expended  f rom  t h e  m a jo r  p r o j e c t s  fu n d  f o r  

a c a p i t a l  p r o j e c t  u n l e s s

(1)  a  p l a n  f o r  f i n a n c i n g  t h e  p r o j e c t  h a s  b een  a p p ro v e d  by 

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

money n e c e s s a r y  to  c o m p le te  c o n s t r u c t i o n  o f  t h e  p r o j e c t ;

(2)  t h e  e x p e n d i t u r e  i s  a u t h o r i z e d  by t h e  a f f i r m a t i v e  v o t e  

o f  t w o - t h i r d s  o f  t h e  m embership  o f  e a c h  h o u se  o f  t h e  l e g i s l a t u r e ;

(3)  t h e  c a p i t a l  p r o j e c t  i s  e s t i m a t e d  to  e a r n  enough r e v e n u e  

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

from t h e  m a j o r  p r o j e c t s  f u n d  and o t h e r  money u s e d  t o  f i n a n c e  t h e  

p r o j e c t ;  and

(4)  t h e  c a p i t a l  p r o j e c t  i s  owned by t h e  s t a t e .

(d)  The l e g i s l a t u r e  may d e d i c a t e  by law t o  t h e  m a j o r  p r o j e c t s  

fun d  r e v e n u e  e a r n e d  by  a c a p i t a l  p r o j e c t  f i n a n c e d  by t h e  m a jo r  

p r o j e c t s  f u n d  t o  r e p a y  t h e  amount ex p en d e d  f rom  t h e  fu n d  t o  f i n a n c e  

t h e  p r o j e c t  d u r i n g  t h e  l i f e  o f  t h e  p r o j e c t .

(e) Five: p e r c e n t  o f  t h e  a n n u a l  r e v e n u e  p a i d  i n t o  t h e  fu n d  i s  

r e s e r v e d  t o  p r o v i d e  a s s i s t a n c e  t o  e q u a l i z e  power c o s t s  t o  c o n su m ers  i n  

t h e  s t a t e .  Money r e s e r v e d  u n d e r  t h i s  s u b s e c t i o n  s h a l l  be  a p p r o p r i a t e d  

from t h e  f u n d  by  an a f f i r m a t i v e  v o t e  o f  a m a j o r i t y  o f  t h e  members o f

- 2 -
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e ac h  h o u se  o f  t h e  l e g i s l a t u r e  and s h a l l  be  d i s t r i b u t e d  a s  p r o v i d e d  by 

law.

( f )  The l e g i s l a t u r e  may a p p r o p r i a t e  r e v e n u e  d e d i c a t e d  u n d e r  t h i s

s e c t i o n  t o  m ee t  a s t a t e  o f  d i s a s t e r  d e c l a r e d  by th e  g o v e r n o r  as

p r e s c r i b e d  by  law .

*  S ec .  2 .  A r t i c l e  IX, s e c .  7 ,  C o n s t i t t i t i o n  o f  t h e  S t a t e  o f  A la s k a  i s

amended to  r e a d :

SECTION 7. DEDICATED FUNDS. The p r o c e e d s  o f  any s t a t e  t a x  o r  

l i c e n s e  s h a l l  n o t  be  d e d i c a t e d  t o  any s p e c i a l  p u r p o s e ,  e x c e p t  as 

p r o v i d e d  i n  s e c t i o n s  [SECTION] 15 and 17 o f  t h i s  a r t i c l e  o r  when 

r e q u i r e d  by t h e  f e d e r a l  governm ent  f o r  s t a t e  p a r t i c i p a t i o n  i n  f e d e r a l  

p r o g r a m s .  T h is  p r o v i s i o n  s h a l l  n o t  p r o h i b i t  t h e  c o n t i n u a n c e  o f  any 

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

o f  t h i s  s e c t i o n  by t h e  p e o p le  o f  A l a s k a .

* S e c .  3 .  A r t i c l e  IX, s e c .  16, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a  i s

amended t o  r e a d :

SECTION 16. APPROPRIATION LIMIT. Excep t  f o r  a p p r o p r i a t i o n s  f o r  

A la s k a  p e rm a n e n t  fu n d  d i v i d e n d s ,  a p p r o p r i a t i o n s  f rom t h e  m a jo r  

p r o j e c t s  fu n d  e s t a b l i s h e d  by s e c t i o n  17 o f  t h i s  a r t i c l e . 

a p p r o p r i a t i o n s  o f  r e v e n u e  bond p r o c e e d s ,  a p p r o p r i a t i o n s  r e q u i r e d  t o  

pay  t h e  p r i n c i p a l  and  i n t e r e s t  on g e n e r a l  o b l i g a t i o n  b o n d s ,  and 

a p p r o p r i a t i o n s  o f  money r e c e i v e d  from an n o n - s t a t e  s o u r c e  i n  t r u s t  f o r  

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

p u b l i c  c o r p o r a t i o n  o f  t h e  s t a t e  t h a t  i s s u e s ’ r e v e n u e  b o n d s ,  

a p p r o p r i a t i o n s  f rom t h e  t r e a s u r y  made f o r  a f i s c a l  y e a r  s h a l l  n o t  

e x c e e d  $ 2 , 5 0 0 , 0 0 0 , 0 0 0  by more t h a n  t h e  c u m u l a t i v e  chang e ,  d e r i v e d  from 

f e d e r a l  i n d i c e s  as  p r e s c r i b e d  by law ,  i n  p o p u l a t i o n  and i n f l a t i o n  

s i n c e  J u l y  1,  1981. W i t h i n  t h i s  l i m i t ,  a t  l e a s t  o n e - t h i r d  s h a l l  be 

r e s e r v e d  f o r  c a p i t a l  p r o j e c t s  and  l o a n  a p p r o p r i a t i o n s .  The
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l e g i s l a t u r e  may e x c e e d  t h i s  l i m i t  i n  b i l l s  f o r  a p p r o p r i a t i o n s  t o  t h e  

A la sk a  p e rm a n en t  fund  and i n  b i l l s  f o r  a p p r o p r i a t i o n s  f o r  c a p i t a l  

p r o j e c t s ,  w h e t h e r  o f  bond p r o c e e d s  o r  o t h e r w i s e ,  i f  e ac h  b i l l  i s

a p p ro v e d  by t h e  g o v e r n o r ,  o r  p a s s e d  by a f f i r m a t i v e  v o t e  o f

t h r e e - f o u r t h s  o f  t h e  m embership  o f  t h e  l e g i s l a t u r e  o v e r  a v e t o  o r  i t e m

v e t o ,  o r  becomes law w i t h o u t  s i g n a t u r e ,  and i s  a l s o  a p p ro v e d  by t h e

v o t e r s  a s  p r e s c r i b e d  by law .  Each b i l l  f o r  a p p r o p r i a t i o n s  f o r  c a p i t a l

p r o j e c t s  i n  e x c e s s  o f  t h e  l i m i t  s h a l l  be c o n f i n e d  t o  c a p i t a l  p r o j e c t s

o f  t h e  same t y p e ,  and t h e  v o t e r s  s h a l l ,  a s  p r o v i d e d  oy law ,  be

in fo rm e d  o f  t h e  c o s t  o f  o p e r a t i o n s  and m a in t e n a n c e  o f  t h e  c a p i t a l

p r o j e c t s .  No o t h e r  a p p r o p r i a t i o n  i n  e x c e s s  o f  t h i s  l i m i t  may be made

e x c e p t  t o  meet  a  s t a t e  o f  d i s a s t e r  d e c l a r e d  by t h e  g o v e r n o r  as

p r e s c r i b e d  by law .  The g o v e r n o r  s h a l l  c a u se  any unexpended  and

u n a p p r o p r i a t e d  b a l a n c e  t o  be i n v e s t e d  so a s  t o  y i e l d  c o m p e t i t i v e

m a rk e t  r a t e s  t o  t h e  t r e a s u r y .
* Sec .  5. The amendments p r o p o s e d  by t h i s  r e s o l u t i o n  s h a l l  be p l a c e d  |

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

w i t h  a r t .  X I I I ,  s e c .  1, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a ,  and  t h e  

e l e c t i o n  laws o f  t h e  s t a t e .

|
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P r o p o s e s  an  amendment t o  t h e  C o n s t i t u t i o n  t h a t  would  go b e f o r e  t h e  
v o t e r s  a t  t h e  n e x t  g e n e r a l  e l e c t i o n :

D e d i c a t i o n  o f  25% o f  m i n e r a l  l e a s e  r e n t a l s ,  r o y a l t i e s ,  
r o y a l t y  s a l e  p r o c e e d s ,  f e d e r a l  r e v e n u e  m i n e r a l  s h a r i n g  
p a y m e n t s ,  and b o n u s e s  r e c e i v e d  by  t h e  s t a t e  (OMB a n t i c i p a t e s  
$350 m i l l i o n  a  y e a r ) , f o r  f i n a n c i n g  s e l f - l i q u i d a t i n g  
i n v e s t m e n t s  i n  l a r g e  c a p i t a l  p r o j e c t s  ( p r o j e c t s  m us t  g e n e r a t e  
r e v e n u e s  t o  r e p a y  f u n d ) .

D e d i c a t i o n s  would  b e g i n  J u l y  1, 1985;  end  Ju n e  30,  1991.

P l a c e s  a p p r o p r i a t i o n s  f rom t h e  m a j o r  p r o j e c t s  fun d  o u t s i d e  
t h e  s p e n d i n g  l i m i t .

P r o v i d e s  f o r  a p r o p o s i t i o n  e x t e n d i n g  t h e  d e d i c a t i o n  a n o t h e r  
10 y e a r s  t o  be p l a c e d  on t h e  b a l l o t  i n  1990.

E s t a b l i s h e s  a M ajor  P r o j e c t s  Fund c o n s i s t i n g  o f  c o n s t i t u t i o n a l l y  
d e d i c a t e d  f u n d s  ( t o  be p a i d  m o n t h l y ) ,  o t h e r  a p p r o p r i a t i o n s ,  
i n t e r e s t  a c c r u e d ,  and  r e p a y m e n t s .

E s t a b l i s h e s  a M ajor  P r o j e c t s  Fund C o r p o r a t i o n  t o  manage and i n v e s t  
t h e  f u n d ' s  a s s e t s .

The B o a rd ,  a p p o i n t e d  by t h e  G o v e r n o r ,  w o u ld :

1) c o n s i s t  o f  5 p u b l i c  members and  1 e x e c u t i v e  b r a n c h  
member,

2) s e r v e  f o u r  y e a r  s t a g g e r e d  t e r m s ,
3) r e c e i v e  p e r  d iem and t r a v e l  a l l o w a n c e s ,
4) b e  a u t h o r i z e d  t o  employ s t a f f  and  d e t e r m i n e  s t a f f ' s  

s a l a r i e s
5) recommend t o  t h e  G o v e rn o r  and  L e g i s l a t u r e  i n v e s t m e n t s  

f rom  t h e  fu nd  and s u b m i t  a p l a n  o f  f i n a n c e  f o r  e a c h  
p r o j e c t .  A l l  p r o j e c t s  would  r e q u i r e  a p p r o v a l  o f  t h e  
B o a r d ,  t h e  G o v e r n o r ,  and t h e  L e g i s l a t u r e .

E f f e c t i v e  d a t e  t i e d  t o  e f f e c t i v e  d a t e  o f  t h e  C o n s t i t u t i o n a l  
amendment.

BILL ( 4 / 2 4 /8 4  Law D r a f t )



I

2

3

4

5

6

7

8

9

10

II

12

13

14

15

16

i7

18

19

20

21

22

23

24

25

26

27

28

29

DRAFT
Law.

I N  T H E  S E N A T E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

CS F O R  S E N A T E  J O I N T  R E S O L U T I O N  NO. 32 ( R e s o u r c e s )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

P r o p o s i n g  an  a m e n d m e n t  to the C o n s t i t u­

ti o n  o f  the S t a t e  o f  A l a s k a  c r e a t i n g  a 

f u n d  to p r o v i d e  a s o u r c e  of f i n a n c i n g  

f o r  c a p i t a l  p r o j e c t s .

BE I T  RESOLVED BY THE LEG ISLA TU R E OF THE STATE OF ALASKA:

* S e c t i o n  1. A r t i c l e  IX, C o n s t i t u t i o n  o f  the S t a t e  o f  A l a s k a ,  is a m e n d­

ed  b y  a d d i n g  a n e w  s e c t i o n  to read:

S E C T I O N  17. A L A S K A  M A J O R  P R O J E C T S  F U ND. B e g i n n i n g  J u l y  1, 1985 

a n d  e n d i n g  J u n e  30, 1991, at l e a s t  t w e n t y - f i v e  p e r c e n t  o f  a l l  m i n e r a l  

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

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

p l a c e d  in a m a j o r  p r o j e c t s  f u n d  w h i c h  s h a l l  b e  u s e d  for the f i n a n c i n g  

o f  s e l f - l i q u i d a t i n g  i n v e s t m e n t s  in l a r g e  c a p i t a l  p r o j e c t s  t h a t  are 

o w n e d  b y  t h e  st a t e .  A n  a p p r o p r i a t i o n  m a d e  f r o m  the f u n d  m u s t  b e  r e p a id 

f r o m  r e v e n u e s  g e n e r a t e d  b y  the p r o j e c t  f i n a n c e d .  M a n a g e m e n t  o f  the 

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

* Sec. 2. A r t i c l e  IX, sec. 7, C o n s t i t u t i o n  o f  the S t a t e  o f  A l a s k a  is 

a m e n d e d  to read:

S E C T I O N  7. D E D I C A T E D  F U N D S .  T h e  p r o c e e d s  o f  a n y  s t a t e  t a x  or 

l i c e n s e  s h a l l  n o t  b e  d e d i c a t e d  to a n y  s p e c i a l  p u r p o s e ,  e x c e p t  as 

p r o v i d e d  in s e c t i o n s  [ S E C T I O N ]  15 a n d  17 o f  th i s  a r t i c l e  ci w h e n  

r e q u i r e d  b y  the f e d e r a l  g o v e r n m e n t  f o r  s t a t e  p a r t i c i p a t i o n  in  f e d e r a l  

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

d e d i c a t i o n  f o r  s p e c i a l  p u r p o s e s  e x i s t i n g  u p o n  the d a t e  o f  r a t i f i c a t i o n  

o f  t h i s  s e c t i o n  b y  the p e o p l e  o f  A l a s k a .
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* S e c .  3 .  A r t i c l e  IX, s e c .  16,  C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a  i s  

amended t o  r e a d :

SECTION 16 .  APPROPRIATION LIMIT. E x c e p t  f o r  a p p r o p r i a t i o n s  f o r  

A l a s k a  p e r m a n e n t  fu n d  d i v i d e n d s , a p p r o p r i a t i o n s  f ro m  t h e  m a j o r  p r o j ­

e c t s  f u n d  e s t a b l i s h e d  by s e c t i o n  17 o f  t h i s  a r t i c l e ,  a p p r o p r i a t i o n s  o f  

r e v e n u e  bond  p r o c e e d s ,  a p p r o p r i a t i o n s  r e q u i r e d  t o  pay  t h e  p r i n c i p a l  

and  i n t e r e s t  on g e n e r a l  o b l i g a t i o n  bonds. ,  and  a p p r o p r i a t i o n s  ? f  money 

r e c e i v e d  f rom  a n o n - S t a t e  s o u r c e  i n  t r u s t  f o r  a s p e c i f i c  p u r p o s e ,  

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

S t a t e  t h a t  i s s u e s  r e v e n u e  b o n d s ,  a p p r o p r i a t i o n s  f rom  t h e  t r e a s u r y  made 

f o r  a f i s c a l  y e a r  s h a l l  n o t  e x c e e d  $ 2 , 5 0 0 , 0 0 0 , 0 0 0  by more t h a n  t h e  

c u m u l a t i v e  c h a n g e ,  d e r i v e d  f ro m  f e d e r a l  i n d i c e s  a s  p r e s c r i b e d  by law ,  

i n  p o p u l a t i o n  and  i n f l a t i o n  s i n c e  J u l y  1, 1981.  W i t h i n  t h i s  l i m i t ,  a t  

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

p r i a t i o n s .  The l e g i s l a t u r e  may e x c e e d  t h i s  l i m i t  i n  b i l l s  f o r  a p p r o ­

p r i a t i o n s  t o  t h e  A l a s k a  p e rm a n e n t  f u n d  and  i n  b i l l s  f o r  a p p r o p r i a t i o n s  

f o r  c a p i t a l  p r o j e c t s ,  w h e t h e r  o f  bond  p r o c e e d s  o r  o t h e r w i s e ,  i f  e a c h  

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

t h r e e - f o u r t h s  o f  t h e  m em bersh ip  o f  t h e  l e g i s l a t u r e  o v e r  a v e t o  o r  i t e m  

v e t o ,  o r  becomes law  w i t h o u t  s i g n a t u r e ,  and  i s  a l s o  a p p r o v e d  by  t h e  

v o t e r s  a s  p r e s c r i b e d  by law .  Each b i l l  f o r  a p p r o p r i a t i o n s  f o r  c a p i t a l  

p r o j e c t s  i n  e x c e s s  : . f  t h e  l i m i t  s h a l l  be  c o n f i n e d  t o  c a p i t a l  p r o j e c t s  

o f  t h e  same t y p e ,  and  t h e  v o t e r s  s h a l l ,  a s  p r o v i d e d  by law ,  b e  i n ­

fo rm ed  o f  t h e  cost: o f  o p e r a t i o n s  and  m a i n t e n a n c e  o f  t h e  c a p i t a l  p r o j ­

e c t s .  No o t h e r  a p p r o p r i a t i o n  i n  e x c e s s  o f  t h i s  l i m i t  may be  made 

e x c e p t  t o  m ee t  a s t a t e  o f  d i s a s t e r  d e c l a r e d  by t h e  g o v e r n o r  a s  p r e ­

s c r i b e d  by law .  The g o v e r n o r  s h a l l  c a u s e  any u n e x p e n d e d  and  u n a p p r o ­

p r i a t e d  b a l a n c e  t o  be  i n v e s t e d  so a s  t o  y i e l d  c o m p e t i t i v e  m a r k e t  r a t e s  

t o  t h e  t r e a s u r y .
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1 * Sec. 4. A r t i c l e  XV, C o n s t i t u t i o n  o f  the S t a t e  o f  A l a s k a  is a m e n d e d  b y

2 a d d i n g  a n e w  s e c t i o n  to r e a t .

3 S E C T I O N  29. E X T E N S I O N  O F  C O N T R I B U T I O N  T O  M A J O R  P R O J E C T S  FUND.

If t h e  1 9 8 4  a m e n d m e n t  c r e a t i n g  the m a j o r  p r o j e c t s  f u n d  ( A r t i c l e  IX, s e c t i o n

5 17) is a d o p t e d ,  t h e  l i e u t e n a n t  g o v e r n o r  s h a l l  c a u s e  a b a l l o t  t i t l e  a n d

6 p r o p o s i t i o n  f o r  a n  a m e n d m e n t  s u b s t a n t i a l l y  s i m i l a r  to the a m e n d m e n t  s e t  out

7 b e l o w  f o r  A r t i c l e  IX, s e c t i o n  17, to b e  p l a c e d  o n  the b a l l o t  at the g e n e r a l

8 e l e c t i o n  in 1990. If  a m a j o r i t y  o f  t h o s e  v o t i n g  o n  t h e  p r o p o s i t i o n  in 1990

9 a p p r o v e s  the a m e n d m e n t ,  it s h a l l  b e  a d o p t e d .  If  a m a j o r i t y  o f  t h o s e  v o t i n g

10 o n  the p r o p o s i t i o n  in 19 9 0  d i s a p p r o v e s  t h e  a m e n d m e n t ,  the A l a s k a  m a j o r

11 p r o j e c t s  f u n d  s h a l l  c o n t i n u e  to e x i s t  a l t h o u g h  t h e  d e d i c a t i o n  o f  r e v e n u e  to

12 the f u n d  u n d e r  A r t i c l e  IX, s e c t i o n  17 s h a l l  ceas,} as o f  J u n e  30, 1991.

13 A r t i c l e  IX, .sec. 1;, C o n s t i t u t i o n  o f  the S t a t e  o f  A l a s k a  is a m e n d e d  to

14 read:

15 S E C T I O N  17. A L A S K A  M A J O R  P R O J E C T S  F U N D .  B e g i n n i n g  J u l y  1, 1985

16 a n d  e n d i n g  J u n e  30, 2 0 0 1 , [1991] at l e a s t  t w e n t y - f i v e  p e r c e n t  o f  all

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

18 m i n e r a l  r e v e n u e  s h a r i n g  p a y m e n t s  a n d  b o n u s e s  r e c e i v e d  oy the s t a t e

'9 s h a l l  b e  p l a c e d  in a m a j o r  p r o j e c t s  f u n d  w h i c h  s h a l l  b e  u s e d  f o r  the

20 f i n a n c i n g  o f  s e l f - l i q u i d a t i n g  i n v e s t m e n t s  in l a r g e  c a p i t a l  p r o j e c t s

21 t h a t  a r e  o w n e d  b y  t h e  state. A n  a p p r o p r i a t i o n  m a d e  f r o m  the f u n d  m u s t

22 b e  r e p a i d  f r o m  r e v e n u e s  g e n e r a t e d  b y  the p r o j e c t  f i n a n c e d .  M a n a g e m e n t

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

law.

* Sec. 5. T h e  a m e n d m e n t s  p r o p o s e d  b y  th i s  r e s o l u t i o n  s h a l l  b e  p l a c e d  

b e f o r e  t h e  v o t e r s  o f  the s t a t e  at the n e x t  g e n e r a l  e l e c t i o n  in c o n f o r m i t y  

w i t h  art. X I I I ,  sec. 1, C o n s t i t u t i o n  o f  the S t a t e  o f  A l a s k a ,  a n d  the 

e l e c t i o n  la w s  o f  the state.

23

24

25

26

27

28 

29
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I N  T H E  S E N A T E
B Y  T H E  R E S O U R C E S  
C O M M I T T E E

S P O N S O R  S U B S T I T U T E  F O R  S E N A T E  B I L L  NO. 522

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  r‘ ‘ ‘ k a  m a j o r  p r o j e c t s  fund,

a n  e f f e c t i v e  d a t e . "

BE  IT  E N A C T E D  BY  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S  10 ;

* S e c t i o n  1. A S  17 is a m e n d e d  b y  a d d i n g  a n e w  c h a p t e r  to read:

C L A P T E R  17. A L A S K A  M A J O R  P R O J E C T S  FUND.

Sec. 3 7 . 1 7 . 0 1 0 .  A L A S K A  M A J O R  P R O J E C T S  FUND. (a) U n d e r  A r t  .• I X , 

sec. 17 of  t h e  s t a t e  c o n s t i t u t i o n ,  t h e r e  is e s t a b l i s h e d  as a s e p a r a t e  

f u n d  the A l a s k a  m a j o r  p r o j e c t s  fund. T h e  f u n d  c o n s i s t s  of

r o y a l t y  s a l e  p r o c e e d s ,  n e t  p r o f i t  s h a r e s  un.'er AS 3 8 . 0 5 . 1 8 0 ( f )  a n d  

(g) , f e d e r a l  i m n e r a l  r e v e n u e  s h a r i n g  p a y m e n t s  r e c e i v e d  b y  the s t a t e  

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

l e a s e s  i s s u e d  a f t e r  the. e f f e c t i v e  d a t e  o f  th i s  Act; a n d

(2) aty j o t h e r  m o n e y  a p p r o p r i a t e d  to o r  o t h e r w i s e  a l l o c a t e d  

b y  l a w  to t h e  fund;

(3) i n c o m e  f r o m  i n v e s t m e n t  of the f u n d  b a l a n c e  p r i o r  to 

a p p r o p r i a t i o n ;  e n d

(4) r e p a y m e n t  of  p r i n c i p a l  a n d  p a y m e n t  o f  i n t e r e s t ,  if  any, 

o n  i n v e s t m e n t s  m a d e  w i t h  m o n e y  a p p r o p r i a t e d  f r o m  the fund.

(b) P a y m e n t s  due the f u n d  u n d e r  (a)(1) o f  this s e c t i o n  s h a l l  b e  

m a d e  to the f u n d  o n c e  e a c h  m o n t h .

Sec. 3 7 . 1 7 . 0 2 0 .  F I N D I N G S .  Ah e  p e o p l e  of  the s t a t e ,  b y

l e g i s l a t i v e  o v e r s i g h t  o f  t h e  fund; a n d  p r o v i d i n g  for

the A l a s k a  M a j o r  P r o j e c t s  F u n d  C o r p o r a  a n d  to

(1) 25 p e r c e n t  o f  a l l  m i n e r a l  l e a s e  r e n t a l s ,  r o y a l t i e s ,
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c o n s t i t u t i o n a l  a m e n d m e n t ,  h a v e  r e q u i r e d  the p l a c e m e n t  of  at l e a s t  25 

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

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

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

t h a t  a m e c h a n i s m  is n e e d e d  to s t r e n g t h e n  a n d  e n l a r g e  A l a s k a ' s  e c o n o m i c  

i n f r a s t r u c t u r e  to b e n e f i t  a l l  p r e s e n t  a n d  f u t u r e  g e n e r a t i o n s  of 

A l a s k a n s .  It is the i n t e n t  o f  the l e g i s l a t u r e  t h a t  the f u n d  b e  u s e d  

to m a k e  s e l f - l i q u i d a t i n g  i n v e s t m e n t s  in  l a r g e  c a p i t a l  p r o j e c t s  o w n e d  

b y  the s t a t e  to a c c o m p l i s h  this p u r p o s e .

Sec. 3 7 . 1 7 . 0 3 0 .  P U R P O S E .  It is the p u r p o s e  o f  this c h a p t e r  to 

p r o v i d e  f o r  the m a n a g e m e n t  a n d  i n v e s t m e n t  o f  the a s s e t s  o f  the A l a s k a  

m a j o r  p r o j e c t s  f u n d  b y  the A l a s k a  M a j o r  P r o j e c t s  F u n d  C o r p o r a t i o n  in a 

m a n n e r  c o n s i s t e n t  w i t h  the f i n d i n g s  in A S  3 7 . 1 7 . 0 2 0 .

Sec. 3 7 . 1 7 . 0 4 0 .  A L A S K A  M A J O R  P R O J E C T S  FU 'ID C O R P O R A T I O N .  T h e r e  

is e s t a b l i s h e d  the A l a s k a  M a j o r  P r o j e c t s  F u n d  C o r p o r a t i o n .  T h e  c o r p o­

r a t i o n  is a p u b l i c  c o r p o r a t i o n  a n d  g o v e r n m e n t  i n s t r u m e n t a l i t y  in the 

D e p a r t m e n t  of  R e v e n u e  m a n a g e d  b y  the b o a r d  o f  d i r e c t o r s .

Sec. 3 7 . 1 7 . 0 5 0 .  C O M P O S I T I O N  A N D  Q U A L I F I C A T I O N S  O F  B O A R D  O F  

D I R E C T O R S .  (a) T h e  B o a r d  of D i r e c t o r s  o f  the A l a s k a  M a j o r  P r o j e c t s  

F u n d  C o r p o r a t i o n  c o n s i s t s  o f  s i x  m e m b e r s .  F i v e  o f  the m e m b e r s  s h a l l  

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

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

o r  a p p o i n t i v e ,  e x c e p t  as a m e m b e r  o f  t h e  a r m e d  f o r c e s  of  e i t h e r  the 

U n i t e d  S t a t e s  or o f  this state. T h e  s i x t h  m e m b e r  s h a l l  b e  a p p o i n t e d  

b y  the g o v e r n o r  f r o m  the e x e c u t i v e  b r a n c h .

(b) A l l  o f  the m e m b e r s  o f  the b o a r d  s h a l l  h a v e  r e c o g n i z e d  c o m p e­

te n c e  a n d  w i d e  e x p e r i e n c e  in e n g i n e e r i n g  o r  in f i n a n c e ,  i n v e s t m e n t s ,  

or o t h e r  b u s i n e s s  m a n a g e m e r t - r e l a t e d  f i e l d s .

(c) T h e  g o v e r n o r  s h a l l  a p p o i n t  a c h a i r m a n  f r o m  a m o n g  the m e m b e r s

- 2 -
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o f  the b o a r d .

Sec. 3 7 . 1 7 . 0 6 0 .  TEtud O F  O F F I C E .  T h e  p u b l i c  m e m b e r s  o f  t h e  b o a r d  

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

ed. T h e  t e r m s  o f  the p u b l i c  m e m b e r s  s h a l l  b e  s t a g g e r e d .

Sec. 3 7 . 1 7 . 0 7 0 .  R E M O V A L  A N D  V A C A N C I E S .  (a) T h e  g o v e r n o r  may 

r e m o v e  a m e m b e r  o f  the b o a r d  f r o m  o f f i c e  f o r  cause. A  r e m o v a l  b y  the 

g o v e r n o r  s h a l l  be  in w r i t i n g  a n d  s h a l l  s t a t e  the r e a s o n  f o r  the r e ­

m o v a l  .

(b) A  v a c a n c y  o n  the b o a r d  s h a l l  b e  p r o m p t l y  f i l l e d  b y  a p p o i n t­

m e n t  b y  the g o v e r n o r .  A n  a p p o i n t e e  to a v a c a n c y  s h a l l  h o l d  o f f i c e  foi 

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

a p p o i n t e d .

(c) A  v a c a n c y  o n  the b o a r d  d o e s  n o t  i m p a i r  the a u t h o r i t y  o f  a 

q u o r u m  o f  the b o a r d  to e x e r c i s e  a l l  the p o w e r s  a n d  p e r f o r m  a l l  the 

d u t i e s  o f  the bo a r d .

Sec. 3 7 . 1 7 . 0 8 0 .  Q U O R U M .  F o u r  m e m b e r s  o f  the b o a r d  c o n s t i t u t e  a 

q u o r u m  f o r  the t r a n s a c t i o n  o f  b u s i n e s s  a n d  t h e  e x e r c i s e  o f  the p o w e r s  

a n d  d u t i e s  o f  the b o a r d .

Sec. 3 7 . 1 7 . 0 9 0 .  C O M P E N S A T I O N  O F  B O A R D  M E M B E R S .  M e m b e r s  o f  the 

b o a r d  a r e  .citled to p e r  d i e m  a n d  t r a v e l  a l l o w a n c e s  as p r o v i d e d  b y  

l a w  f o r  m e m b e r s  of  s t a t e  b o a r d s  a n d  c o m m i s s i o n s  u n d e r  A S  3 9 . 2 0 . 1 8 0 .

Sec. 3 7 . 1 7 . 1 0 0 .  STAFF. T h e  b o a r d  m a y  e m p l o y  a n d  d e t e r m i n e  the 

s a l a r y  of  s t a f f  as n e c e s s a r y .  A n  e m p l o y e e  m a y  n o t  b e  a m e m b e r  o f  the 

b o a r d .  E m p l o y e e s  o f  the b o a r d  a r e  in the e x e m p t  s e r v i c e  u n d e r  

A S  39.25.

Sec. 3 7 . 1 7 . 1 1 0 .  C O N F L I C T S  O F  I N T E R E S T .  (a) M e m b e r s  o f  the 

b o a r d  a r e  s u b j e c t  to the p r o v i s i o n s  o f  S 39.50.

03-038
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(b)  E x c e p t  a s  p r o v i d e d  i n  t h i s  s e c t i o n ,  a b o a r d  member o r  e x e c u ­

t i v e  o f f i c e r  o f  t h e  c o r p o r a t i o n  may n o t  p a r t i c i p a t e  i n  a  d e c i s i o n  o f  

t h e  c o r p o r a t i o n  i n  w h ic h  t h a t  p e r s o n  o r  a member o f  t h a t  p e r s o n ' s  

im m e d ia te  f a m i l y  h a s  a  d i r e c t  o r  i n d i r e c t  f i n a n c i a l  i n t e r e s t  u n l e s s  

t h e  f i n a n c i a l  i n t e r e s t  i s  a  r e m o te  f i n a n c i a l  i n t e r e s t  and p a r t i c i p a ­

t i o n  i s  a p p r o v e d  u n d e r  (b)  o f  t h i s  s e c t i o n .

( c )  A b o a r d  member o r  e x e c u t i v e  o f f i c e r  may p a r t i c i p a t e  i n  a 

d e c i s i o n  i f  t h a t  p e r s o n  o r  a member o f  t h a t  p e r s o n ' s  im m e d ia te  f a m i l y  

h a s  a r e m o te  i n t e r e s t ,  t h e  f a c t  and  e x t e n t  o f  t h e  i n t e r e s t  i s  d i s ­

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

t h e  b o a r d  b e f o r e  any p a r t i c i p a t i o n  by t h e  member o r  i n  t h e  d e c i s i o n ,  

and t h e r e a f t e r  i n  a p u b l i c  m e e t i n g  the'  b o a r d  by v o t e  a u t h o r i z e s  o r  

a p p r o v e s  t h e  p a r t i c i p a t i o n .  I f  t h e  p e r s o n  whose p a r t i c i p a t i o n  i s  

u n d e r  c o n s i d e r a t i o n  i s  a b o a r d  member, t h a t  p e r s o n  may n e t  v o t e  u n d e r  

t h i s  s u b s e c t i o n .  Fo r  p u r p o s e s  o f  t h i s  s u b s e c t i o n ,  " r e m o t e  i n t e r e s t "  

means an i n t e r e s t  t h a t  i n  good f a i t h  i s  d e f i n e d  as  r e m o te  by r u l e s  

a d o p t e d  by t h e  c o r p o r a t i o n .

(d )  A b o a r d  member o r  e x e c u t i v e  o f f i c e r  i s  n o t  c o n s i d e r e d  t o  be 

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

a f f e c t ,  t h a t  p e r s o n  i n  a m anner  d i f f e r e n t  f rom i t s  e f f e c t  on t h e  p u b l i c  

o r  community .

( e )  Wi c h i n  120 d a y s  o f  t h e  f i r s t  mee? j.ng  o f  th e  b o a r d ,  t h e  b o a r d  

s h a l l  a d o p t  a nd  may s u b s e q u e n t l y  amend r u l e s  im p le m e n t in g  t h i s  s e c ­

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

c o n s i d e r s  a p p r o p r i a t e ,  and  p r o v i d i n g  f o r  t h e  rem o va l  by t h e  b o a r d  o f  a 

b o a r d  member o r  e x e c u t i v e  o f f i c e r  who i n t e n t i o n a l l y  v i o l a t e s  a p r o h i ­

b i t i o n  c o n t a i n e d  i n  t h i s  s e c t i o n .

S e c .  3 7 . 1 7 . 1 2 0 .  POWERS OF THE CORPORATION. I n  f u r t h e r a n c e  o f  

i t s  c o r p o r a t e  p u r p o s e s ,  t h e  c o r p o r a t i o n  may
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(1 )  sue  and  be su e d ;

(2 )  h a v e  a  s e a l  and  a l t e ?  i t  a t  p l e a s u r e ;

(3)  make a n d  a l t e r  bylaw,! f o r  i t s  o r g a n i z a t i o n  and  i n t e r n a l  

m anagem ent;

(4 )  a d o p t  r e g u l a t i o n s  g o v e r n i n g  t h e  e x e r c i s e  o f  i t s  c o r p o ­

r a t e  p o w e r s ;

(5)  a c c e p t  g i f t s  o r  g r a n t s  f rom  a f e d e r a l  a g e n c y ,  f rom  an 

a g e n c y  o r  i n s t r u m e n t a l i t y  o f  t h e  s t a t e ,  f rom a m u n i c i p a l i t y  o r  an 

a g e n c y  o r  i n s t r u m e n t a l i t y  o f  a m u n i c i p a l i t y ,  o r  f rom any  o t h e r  s o u r c e ;

(6)  e n t e r  i n t o  c o n t r a c t s  o r  a g r e e m e n ts  w i t h  a f e d e r a l  

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

i p a l i t y  o r  an  agency  o r  i n s t r u m e n t a l i t y  o f  a m u n i c i p a l i t y ,  o r  w i t h  a 

p r i v a t e  o r g a n i z a t i o n  o r  o t h e r  e n t i t y  r e g a r d i n g  t h e  e x e r c i s e  o f  a power 

u n d e r  t h i s  c h a p t e r ;  and

(7) do a l l  t h i n g s  n e c e s s a r y  o r  c o n v e n i e n t  t o  c a r r y  o u t  i t s  

c o r p o r a t e  p u r p o s e s  and  e x e r c i s e  t h e  powers  g r a n t e d  i n  t h i s  c h a p t e r .

S e c .  3 7 . 1 7 . 1 3 0 .  INVESTMENT RESPONSIBILITIES OF THE BOARD,

(a )  The b o a r d  s h a l l  recommend t o  t h e  g o v e r n o r  and t h e  l e g i s l a t u r e  

i n v e s t m e n t s  f rom  t h e  m a j o r  p r o j e c t s  f u n d .  The b o a r d  s h a l l  a p p r o v e  and 

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

p r o p o s e d  p r o j e c t .  The n e c e s s a r y  e l e m e n t s  f o r  a c o m p l e t e d  p l a n  o f  

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

c a s e ,  t h e  p l a n  o f  f i n a n c e  m us t  i n c l u d e  a d e t a i l e d  s t a t e m e n t  o f  p r o j e c t  

c o s t s  and  a s t a t e m e n t  o f  t h e  t e r m s  and  c o n d i t i o n s  f o r ,  and  s c h e d u l e  o f  

r e p a y m e n t  o f  t h e  m a jo r  p r o j e c t s  f u n d  i n v e s t m e n t .

(b)  Money s h a l l  n o t  be  exp en d e d  f rom  t h e  m a jo r  p r o j e c t s  f u n d  f o r  

a  c a p i t a l  p r o j e c t  u n l e s s  t h e  p l a n  o f  f i n a n c e  h as  b e e n  a p p r o v e d  by  t h e  

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

( c )  I n  a c c o r d a n c e  w i t h  p o l i c i e s  s e t  by t h e  b o a r d ,  t h e
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u n a p p r o p r i a t e d  b a l a n c e  o f  t h e  f u n d  s h a l l  b e  i n v e s t e d  by  t h e  D e p a r tm e n t  

o f  Revenue  i n  t h e  m anner  s p e c i f i e d  f o r  t h e  g e n e r a l  fu n d  i n  A r t i c l e  IX, 

s e c t i o n  16.

(d)  The b o a r d  s h a l l  s u b m i t  l o n g - r a n g e  and  q u a r t e r l y  i n v e s t m e n t  

r e p o r t s  t o  t h e  L e g i s l a t i v e  B udge t  and  A u d i t  C om m it tee .

(e )  The c o r p o r a t i o n  may n o t  b o r r o w  fu n d s  o r  g u a r a n t e e  t h e  

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

S ec .  3 7 . 1 7 . 1 4 0 .  BUDGET AND APPROPRIATIONS. ( a )  The c o r p o r a t i o n  

may i n v e s t  money f rom  t h e  f u n d  o n l y  i n  a c c o r d a n c e  w i t h  an  a p p r o ­

p r i a t i o n  by t h e  l e g i s l a t u r e .  The c o r p o r a t i o n  i s  s u b j e c t  t o  t h e  E x e c u ­

t i v e  Budge t  A c t ,  AS 3 7 . 0 7 ,  e x c e p t  a s  p r o v i d e d  i n  (b)  o f  t h i s  s e c t i o n .

(b)  The b u d g e t  o f  t h e  c o r p o r a t i o n  s h a l l  i n c l u d e  t h e  p r o j e c t s  and 

am ounts  o f  p r o p o s e d  i n v e s t m e n t s  and  a l l  f u n d s  r e c e i v e d  by t h e  c o r p o ­

r a t i o n  w h e t h e r  t h r o u g h  a l l o c a t i o n s  made by t h i s  c h a p t e r ,  a p p r o ­

p r i a t i o n ,  o r  o t h e r w i s e .  The t o t a l  amount o f  t h e  c o r p o r a t i o n ' s  o p e r a t ­

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

S ec .  3 7 . 1 7 . 1 5 0 .  APPROPRIATION IN EVENT OF DISASTER. N o t w i t h ­

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

a p p r o p r i a t e  money f rom  t h e  m a j o r  p r o j e c t s  fu n d  t o  m ee t  a s t a t e  o f  

d i s a s t e r  d e c l a r e d  by t h e  g o v e r n o r  a s  p r e s c r i b e d  by law .

S ec .  3 7 . 1 7 . 1 9 0 .  REPORTS AND PUBLICATIONS. By S e p te m b e r  30 o f  

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

d i s t r i b u t i o n  t o  t h e  g o v e r n o r ,  l e g i s l a t u r e ,  and  t h e  p u b l i c .  The r e p o r t  

s h a l l  be  w r i t t e n  i n  e a s i l y  u n d e r s t a n d a b l e  l a n g u a g e .  The r e p o r t  m us t  

i n c l u d e  f i n a n c i a l  s t a t e m e n t s  a u d i t e d  by i n d e p e n d e n t  o u t s i d e  a u d i t o r s ,  

a  s t a t e m e n t  o f  t h e  amount  o f  money r e c e i v e d  by t h e  f u n d  f ro m  e a c h  

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

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

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

- 6 -
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in A S  3 7 . 1 7 . 0 2 0 ,  a n d  a n y  o t h e r  i n f o r m a t i o n  t h e  b o a r d  b e l i e v e s  w o u l d  be 

o f  i n t e r e s t  to t h e  g o v e r n o r ,  t h e  l e g i s l a t u r e ,  a n d  t h e  p u b l i c .  The 

a n n u a l  i n c o m e  s t a t e m e n t  a n d  b a l a n c e  sheer. o f  the c o r p o r a t i o n  s h a l l  be 

p u b l i s h e d  i n  a t  l e a s t  o n e  n e w s p a p e r  in e a c h  j u d i c i a l  d i s t r i c t .

Sec. 3 7 . 1 7  200. T A X  E X E M P T I O N .  T h e  c o r p o r a t i o n  is e x e m p t  f r o m  

a l l  t a x e s  a n d  a s s e s s m e n t s  i n  the state. A l l  s e c u r i t y  i n s t r u m e n t s  

i s s u e d  b y  the c o r p o r a t i o n ,  t h e i r  t r a n s f e r ,  a n d  t h e i r  i n c o m e  a r e  e x e m p t  

f r o m  a l l  t a x e s  a n d  a s s e s s m e n t s  in t h e  state.

Sec. 3 7 . 1 7 . 2 1 0 .  P O L I T I C A L  A C T I V I T I E S .  T h e  r e s o u r c e s  o f  the 

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

i t i e s  .

Sec. 3 7 . 1 7 . 2 2 0 .  P U B L I C  A C C E S S  T O  I N F O R M A T I O N .  (a) I n f o r m a t i o n  

in t h e  p o s s e s s i o n  o f  the c o r p o r a t i o n  is a p u b l i c  r e c o r d ,  e x c e p t  that 

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

o f  a p r i v a t e  e n t e r p r i s e  is c o n f i d e n t i a l  a n d  is n o t  a p u b l i c  r e c o r d .  

C o n f i d e n t i a l  i n f o r m a t i o n  m a y  b e  d i s c l o s e d  o n l y  for the p u r p o s e s  o f  an 

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

r e q u i r e d  in a c o u r t  p r o c e e d i n g .

(b) T h e  r e s t r i c t i o n s  o f  (a) o f  t h i s  s e c t i o n  do n o t  p r o h i b i t  the 

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

i d e n t i f i c a t i o n  of  p a r t i c u l a r  r e p o r t s ,  i t e m s ,  p e r s o n s ,  or e n t e r p r i s e s .

Sec. 3 7 . 1 7 . 2 3 0 .  D E F I N I T I O N S .  In this c h a p t e r ,

(1) " b o a r d "  m e a n s  the B o a r d  o f  D i r e c t o r s  o f  the A l a s k a

M a j o r  P r o j e c t s  F u n d  C o r p o r a t i o n  ;

(2) " c o r p o r a t i o n "  m e a n s  the A l a s k a  M a j o r  P r o j e c t s  F u n d

C o r p o r a t i o n ;

(3) " f u n d "  m e a n s  the A l a s k a  c a p i t a l  m a j o r  p r o j e c t s  fund;

(4) " p r o j e c t "  m e a n s  a f a c i l i t y  o w n e d  b y  the s t a t e  t h a t  a n d  

is a b l e  to g e n e r a t e  e n o u g h  r e v e n u e  to p a y  f o r  its d e b t  s e r v i c e ,  the

03-03S
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f u n d  i n v e s t m e n t ,  a n d  t h e  c o s t  o f  m a i n t e n a n c e  a n d  o p e r a t i o n s .

(5) " p r o j e c t  c o s t s "

(A) m e a n s  a l l  o r  p a r t  o f  the a g g r e g a t e  c o s t s  d e­

t e r m i n e d  b y  t h e  c o r p o r a t i o n  to b e  n e c e s s a r y  to f i n a n c e  the c o n­

s t r u c t i o n  or  a c q u i s i t i o n  o f  a p r o j e c t ,  i n c l u d i n g  w i t h o u t  l i m i t a­

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

and, i n  c o n n e c t i o n  w i t h  r e a l  p r o p e r t y ,  t h e  .cost o f  c o n s t r u c t i n g  

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

a c c e s s  to a n d  f r o m  the p r o j e c t ,  t h e  c o s t  o f  c o n s t r u c t i n g  e x­

t e n s i o n s  o f  u t i l i t y  s y s t e m s  to the s i t e  o f  the p r o j e c t ;

(B) i n c l u d e s ,  w i t h o u t  l i m i t a t i o n ,  the c o s t  o f  f i n a n c­

ing  the p r o j e c t ;  c o s t s  r e l a t e d  to the d e t e r m i n a t i o n  of  the f e a­

si b i l i t y ,  p l a n n i n g ,  d e s i g n  o r  e n g i n e e r i n g  o f  the p r o j e c t  and, to 

the e x t e n t  d e t e r m i n e d  n e c e s s a r y  b y  t h e  c o r p o r a t i o n ,  a d m i n i s t r a­

ti v e  e x p e n s e s ,  the c o s t  o f  m a c h i n e r y  o r  e q u i p m e n t  to be  u s e d  in 

the o p e r a t i o n  o f  t h e  p r o j e c t  a n d  e x p e n s e s  o f  i n s t a l l a t i o n ,  r e ­

p l a c e m e n t  or  r e h a b i l i t a t i o n ,  a n d  a l l  o t h e r  c o s t s ,  c h a r g e s ,  fees 

a d  e x p e n s e s  w h i c h  m a y  b e  d e t e r m i n e d  b y  the c o r p o r a t i o n  to be 

n e c e s s a r y  to f i n a n c e  the c o n s t r u c t i o n  or  a c q u i s i t i o n .

* Sec. 3. A S  24.20.2.06(7) is a m e n d e d  to read:

(7) p r o v i d e  f o r  [AN] a n n u a l  p o s t  a u d i t s  [AUDIT] a n d  a n n u a l  

o p e r a t i o n a l  a n d  p e r f o r m a n c e  e v a l u a t i o n s [ E V A L U A T I O N ]  o f  t h e  A l a s k a  

P e r m a n e n t  F u n d  C o r p o r a t i o n  i n v e s t m e n t s  a n d  i n v e s t m e n t  p r o g r a m s  a n d  of 

the i n v e s t m e n t s  o f  t h e  A l a s k a  M a j o r  P r o j e c t s  F u n d  C o r p o r a t i o n ;

* Sec. 4. A S  3 9 . 2 5 . 1 1 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

(26) m e m b e r s  o f  the b o a r d  o f  d i r e c t o r s  a n d  e m p l o y e e s  o f  the 

A l a s k a  M a j o r  P r o j e c t s  F u n d  C o r p o r a t i o n ,  AS  37.50.

* Sec. 5. A S  3 9 . 5 0 . 2 0 0 ( b )  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

(46) B o a r d  o f  D i r e c t o r s  a n d  e x e c u t i v e  o f f i c e r  o f  the A l a s k a

-  8 ~
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M a j o r  P r o j e c t s  F u n d  C o r p o r a t i o n ,  A S  37.50.

* Sec. 6. A S  AA. 2 5 . 0 2 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

(6) c a l c u l a t e  a n d  p a y  to the A l a s k a  M a j o r  P r o j e c t s  F u n d  

C o r p o r a t i o n ,  A S  37 . 5 0 ,  a m o u n t s  p a y a b l e  to the c o r p o r a t i o n  u n d e r  

A S  3 7 . 5 0 . 0 1 0 ( a ) ( 1 ) .

* Sec. 7. A P P O I N T M E N T  O F  F I R S T  D I R E C T O R S  O F  C O R P O R A T I O N .  (a) T h *  

g o v e r n o r  s h a l l  a p p o i n t  the f i r s t  d i r e c t o r s  o f  the A l a s k a  M a j o r  P r o j e c t s

F u n d  C o r p o r a t i o n  w i t h i n  60 d a y s  a f t e r  the e f f e c t i v e  d a t e  o f  th i s  Act.

(b) T h e  t e rms o f  the d i r e c t o r s  of  the A l a s k a  M a j o r  P r o j e c t s  F u n d  

C o r p o r a t i o n  f i r s t  a p p o i n t e d  b y  the g o v e r n o r  s h a l l  b e  s t a g g e r e d  as 

f o l l o w s :

(1) o n e  m e m b e r  s h a l l  b e  a p p o i n t e d  f o r  a t e r m  o f  o n e  y e ar;

(2) o n e  m e m b e r  s h a l \  b e  a p p o i n t e d  f o r  a t e r m  o f  two y e a r s ;

(3) o n e  m e m b e r  s h a l l  b e  a p p o i n t e d  f o r  a t e r m  o f  t h r e e

v e a r s ; a n d

(A) two m e m b e r s  s h a l l  b e  a p p o i n t e d  f o r  a t e r m  o f  f o u r

y e a r s .

* Sec. 8. F I R S T  M E E T I N G  O F  T H E  B O A R D  O F  D I R E C T O R S .  T h e  f i r s t  m e e t i n g  

o f  the b o a r d  o f  d i r e c t o r s  o f  the A  . .'.ska M a j o r  P r o j e c t s  F u n d  C o r p o r a t i o n  

s h a l l  b e  h e l d  w i t h i n  30 da y s  o f  the a p p o i n t m e n t  o f  a l l  m e m b e r s  o f  the 

bo a r d .

* Sec. 9. T h i s  A c t  t a k e s  e f f e c t  o n  the e f f e c t i v e  d a t e  o f  a c o n s t i t u­

ti o n a l  a m e n d m e n t  e s t a b l i s h i n g  the A l a s k a  m a j o r  p r o j e c t s  f u n d  a n d  d i r e c t i n g  

the p a y m e n t  o f  m i n e r a l  r e s o u r c e  r e v e n u e s  i n t o  it.

- 9 -
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TABLE 3. R E V E N U E  P R O JE C T IO N  AND 
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TABLE 4 .  R E V E N U E  P R O JE C T IO N  AND 
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T a b l e  6 d i s p l a y s  t h e  am ounts  t h a t  c o u l d  be  a v a i l a b l e  f o r  c e p c s i*
urning " r e g u l a r "  c a p i t a l  b u d g e t s  o f
•7 n  n  n r !  1 1 i 71037* f i—. s n ' . n c f  o n  ~

i n  a  m a j o r  p r o j e c t  f u n d  assum j .«y —    — . —
$500 m i l l i o n -  p e r  y e a r  and  $700 m i l l i o n  p e r  y e a r  ( u n a d j u s t e d  f o r  
i n f l a t i o n )  t h r o u g h  1990:

T a b l e  6

3 0 t h  S e r  c e n t i l e  Reve

MONEY AVAILABLE FOR DEPOSIT
IN A MAJOR PROJECT .f tp  I  *

- y > l
iti ^  @ $ 5 0 0  O t h e r

( i n  m i l l i o n s )  6yJLu o(M ^u  m,iP W t  
r .ues  50ith P e r c e n t i l e  Revenues

-UND

FY C a D i t a l
@ $700 O t h e r  

C a D i t a l
@ $500 O t h e r  

C a D i t a l
6 $700 O th e r  

C a o i t a l

1935 535 335 733 533
1986 142 --- 354 154
1987 295 95 514 314
1988 15 8 --- 357 157
1989 - 341 141 586 3S6
1990 4 9 --- 474 274

T o t a l 1520 571 3018 1813

T h e s e  f u n d s  w o u l d  e a r n  i n t e r e s t  p r i o r  t o  b e i n g  e x p e n d e d ,  ana  
m i g h t  t h e r e b y  i n c r e a s e  t h e  t o t a l  d e p e n d i n g  on w h e t h e r  t h e  
e a r n i n g s  a r e  r e t a i n e d  i n  t h e  m a j o r  p r o j e c t  f u n d  o r  d e p o s i t e d  i n  
t h e  g e n e r a l  f u n d .  Th.e am o u n t  o f  i n t e r e s t  a c c u m u la t e d ,  w ou ld  a l s o  
d e p e n d  on t h e  s c h e d u l e  o f  d i s b u r s e m e n t s  f ro m  t h e  f u n d .

The a n a l y s i s  s u g g e s t s  t h a t  d e p o s i t s  t o  t h e  f u n d  s h o u l d  b e  
s c h e d u l e d ,  t o  e n d  i n  FY 1 9 9 0 ,  s i n c e  t h e  p r o j e c t i o n  o f  f u n d s  
a v a i l a b l e  f o r  a l l  c a p i t a l  s p e n d i n g  i n d i c a t e s  s e r i o u s  d e c l i n e  by  
FY 1 9 9 1 .  The S t a t e  s h o u l d  h a v e  a  maximum l e v e l  o f  f i s c a l  
f l e x i b i l i t y  o n c e  t h e  e x p e c t e d  c o n t r a c t i o n  i n  r e v e n u e s  b e g i n s  i n  
e a r n e s t .



Amendment t o  i n c l u d e  B r a d le y  Lake in  

p ro p o se d  CS f o r  SJR 32

p. 2, s u b s e c t i o n  (b) r e v i s e  t h e  l a s t  two s e n t e n c e s  o f  (b)  to  

r e a d :

The two l a r g e s t  h y d r o e l e c t r i c  p r o j e c t s  f o r  which a p p l i c a ­

t i o n s  f o r  a l i c e n s t  t o  c o n s t r u c t  have  been  s u b m i t t e d  t o  t h e  

F e d e r a l  Energy  R e g u l a t o r y  Commission by Ju ne  30,  1984 s h a l l  be 

t h e  f i r s t  p r o j e c t s  funded  under  t h i s  s u b s e c t i o n .  Upon c o m p l e t i o n  

o f  th e  l a r g e s t  p r o j e c t  which q u a l i f i e s  under  t h i s  s u b s e c t i o n ,  any 

f u t u r e  monies  a c c r u i n g  to  t h e  h y d r o e l e c t r i c  p o r t i o n  o f  t h e  m ajor  

p r o j e c t s  fund s h a l l  r e v e r t  to  th e  u n a l l o c a t e d  a c c o u n t  in s u b s e c t i o n

( d ) .

p . 3 , s u b s e c t i o n  (g)  change  th e  word " p r o j e c t "  t o  " p r o j e c t s "
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SB 375,  An Act  r e l a t i n g  t o  l a n d  d i s p o s a l  and management.

SB 222,  An A c t  r e l a t i n g  t o  t h e  o r g a n i z a t i o n  o f  DNR, 
s u b s t i t u t i n g  r e f e r e n c e s  i n  t h e  A la sk a  s t a t u t e s  t o  t h e  
D e p a r tm en t  and t h e  Com m iss ioner  f o r  t h e  r e f e r e n c e s  t o  t h e  
T i v i s i o n  o f  Lands and t h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  Lands .

SJR 32,  P r o p o s i n g  an amendment t o  t h e  C o n s t i t u t i o n  o f  t h e  S t a t e  
o f  A la s k a  c r e a t i n g  a fund t o  f i n a n c e  t h e  c o n s t r u c t i o n  o f  
c a p i t a l  p r o j e c t s  and t o  p r o v i d e  e q u i t y  f o r  power c o s t  
a s s i s t a n c e .

SB 423,  An Act  r e l a t i n g  t o  t h e  A la sk a  Power A u t h o r i t y .

SB 522,  An Act  s p e c i f y i n g  how r e v e n u e s  d e d i c a t e d  t o  t h e  m a jo r  
p r o j e c t s  f u n d  s h a l l  be ex p en d e d ;  and p r o v i d i n g  f o r  an e f f e c t i v e  
d a t e .

SB 523,  An Act  making  a p p r o p r i a t i o n s  from t h e  M ajor  P r o j e c t s  
Fund; and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e .



SB 222

S a n d ra  S c h u b e r t ,  Aide t o  S e n a t o r  Fah renk am p , e x p l a i n e d  t h a t  SB 
222, which  was p r e p a r e d  by t h e  R e v i s o r  o f  S t a t u t e s ,  r e f l e c t s  
c h a n g e s  i n  d r a f t i n g  s t y l e .  The secon d  Committee  S u b s t i t u t e  
i n c l u d e s  c h an ges  made t o  conform  w i t h  t h e  p a s s a g e  o f  SB 41, 
w hich  awarded  t h e  U n i v e r s i t y  o f  A la sk a  o w n e r s h ip  and management 
o f  c e r t a i n  s t a t e  l a n d s ,  and t h e  c h an g e s  p ro p o s e d  i n  SB 375, t h e  
l a n d s  b i l l .

S e n a t o r  Mulcahy moved t o  a d o p t  t h e  se co n d  CS SB 222, and move 
i t  from co m m it tee  w i t h  i n d i v i d u a l  r e c o m m e n d a t io n s .  T h ere  was 
no o b j e c t i o n .

SB 375

S e n a t o r  E l i a s o n  p r o p o s e d  an amendment t o  SB 375 t h a t  would 
change  t h e  e f f e c t i v e  d a t e  on t h e  q u i t c l a i m  s e c t i o n  o f  t h e  b i l l .  
He moved t o  a d o p t  t h e  amendment.  T here  was no o b j e c t i o n .

S e n a t o r  Mulcahy moved CS SB 375 from c o m m it tee  w i t h  i n d i v i d u a l  
r e c o n i ' l e n d a t i o n s . There  was no o b j e c t i o n .

SJR 3!'
SB 42.)
SB 522
SB 523

S e n a t o r  Gilman p ro p o s e d  t h a t  SJR 32 c o n t a i n  a p r o v i s i o n  f o r  
c o n s t r u c t i o n  o f  t h e  B r a d le y  Lake h y d r o e l e c t r i c  p r o j e c t .

Dave H u tc h e n s ,  A la sk a  R u r a l  E l e c t r i c  C o o p e r a t i v e  A s s o c i a t i o n , 
p r o p o s e d  a u t h o r i z i n g  and f u n d i n g  t h e  B r a d le y  Lake p r o j e c t ,  and 
a d d r e s s e d  p ro b lem s  a s s o c i a t e d  w i t h  a d e l a y e d  e f f e c t i v e  d a t e  on 
t h e  r e p e a l  o f  t h e  S u s i t n a  " b l a c k m a i l "  c l a u s e .

George Matz ,  S p e c i a l  A s s i s t a n t ,  D e par tm en t  o f  Commerce and 
Economic D ev e lo p m en t , p r e s e n t e d  t e s t i m o n y  on t h e  s t a t u s  o f  
n e g o t i a t i o n s  w i t h  t h e  f o u r  dam p o o l  c o m m u n i t ie s  on s i g n i n g  
power s a l e s  a g r e e m e n t s .
S t e r l i n g  G a l l a g h e r ,  John Nureen and Company, r e v ie w e d  t h e  
p ro b le m s  a s s o c i a t e d  w i t h  " r o l l - o v e r "  o f  APA's s h o r t  t e rm  d e b t ,  
c i t i n g  p e n d in g  C n g r e s s i o n a l  l e g i s l a t i o n ,  h i g h e r  f u t u r e  
i n t e r e s t  r a t e s ,  and t h e  a s s u r a n c e s  b o n d e r s  would need  t o  be 
w i l l i n g  t o  r o l l  t h e  d e b t .

S e n a t o r  H a l f o r d  u rg e d  t h a t  t h e  l a n g u a g e  t o  be i n s e r t e d  i n  t h e  
C o n s t i t u t i o n  be s i m p l i f i e d .



Mike S c o t t , .  Aide t o  S e n a t o r  F e r g u s o n , e x p l a i n e d  how t h e  power 
c o s t  a s s i s t a n c e  p r o v i s i o n  i n  t h e  r e s o l u t i o n  would p r o v i d e  r u r a l  
A la s k a  w i t h  some b e n e f i t s  o f  t h e  e n e r g y  p ro g ram  and t h e r e b y  
g a i n  e q u i t y  s t a t e w i d e .

Gordon H a r r i s o n ,  O f f i c e  o f  Management and B u d g e t , s u b m i t t e d  a 
p r o p o s e d  Committee  S u b s t i t u t e  t o  SJR 32. He s u g g e s t e d  t h a t  
fu n d s  be d e d i c a t e d  f o r  a l i m i t e d  number o f  y e a r s  and t h a t  t h e  
power c o s t  a s s i s t a n c e  l a n g u a g e  be c l a r i f i e d .  He e x p r e s s e d  
c o n c e rn  t h a t  w i t h  C o n s t i t u t i o n a l  a u t h o r i z a t i o n  o f  t h e  S u s i t n a  
p r o j e c t ,  t h e r e  would be  no avenue  o f  r e t r e a t .

The m e e t i n g  a d j o u r n e d  a t  4 :3 7  pm.



MONDAY, JAN 16, 1984 
ANCHORAGE, AK RE: K E N i lu isiuuY iu

SUSITNA FINANCE COMMITTEE INC.

Mr. P r e s i d e n t ,  members o f  t h e  cham ber  and  gv .es t s ,  I  

t h a n k  you f o r  i n v i t i n g  me h e r e  t o d a y  to  p r e s e n t  my co m p a n y 's  

f i n d i n g s  r e g a r d i n g  t h e  s u b j e c t  o f  f i n a n c i n g  pow er  i n  t h e  

R a i l b e l t . When I  was a p p r o a c h e d  by a c o m m i t t e e  o f  t h e  

chamber  t o  d i s c u s s  d o i n g  t h i s  w o rk ,  I  was u n s u r e  e x a c t l y  

what  w e re  t h e  m o t i v e s  b e h i n d  t h e  e f f o r t .  Some p e o p l e  s a i d  

t h e  e n e r g y  c o m m i t t e e  was i n  f a v o r  o f  S u s i t n a  and t h e y  w ere  

r i g h t  1 Some s a i d  t h e  c o m m i t t e e  w a n te d  t o  a n sw e r  t h e  u n a n sw ered  

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

S u s i t n a ;  a nd  t h e y  w e re  r i g h t !  - Some s a i d  t h e  o b j e c t ,  was t o  

have  an  u n b i a s e d  o p i n i o n  f rom  t h e  p r i v a t e  s e c t o r  a b o u t  t h e  

s u p p l y  and demand o f  R a i l b e l t  power f o r  t h e  r e s t  o f  t h e  

c e n t u r y  a n d ,  t h e y  t o o  w ere  r i g h t .  To u s ,  t h e  i m p o r t a n t  

t h i n g  was t h a t  o u r  m an d a te  was to  be  t o t a l l y  o b j e c t i v e ,  and 

t h a t  we be  a l l o w e d  t o  i n v e s t i g a t e  t h e  f a c t s  f rom  w h ic h  we 

c o u l d  draw  c o n c l u s i o n s  and d e v e l o p  a p l a n  o f  f i n a n c e .  Wa 

a c c e p t e d  t h e  j o b  on  t h a t  b a s i s .

I  c o n s i d e r  t h i s  u n d e r t a k i n g  by  t h e  c h am b er  t o  be  a  

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

R a i l b e l t  po w er  p r o d u c t i o n ,  and c a n n o t  i m a g i n e  a c l e a r e r  

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

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

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

w ha t  h a s  b e e n  a c c o m p l i s h e d .



The r e p o r t  was n o t  p r e p a r e d  f o r  a n y  p a r t i c u l a r  a u d i e n c e  

b u t  r a t h e r  was m e a n t  t o  a n s w e r  t h e  b a s i c  i s s u e s  o f :

one - Can pow er  f r o m  a g e n e r a t i n g  s o u r c e  a s  c o s t l y  a s  

t h e  S u s i t n a  p r o j e c t  b e  a f f o r d e d  w i t h i n  t h e  S t a t e ?

two - I f  t h e  p r o j e c t  c a n  be  a f f o r d e d  i s  i t  p o s s i b l e  t o  

d e s i g n  a w o r k a b le  p l a n  o f  f i n a n c e ?  Can t h e  money b e  r a i s e d ?  

T h i s  w i l l  r e q u i r e  t h a t  t h e  i n v e s t o r s  and  f i n a n c i a l  m a r k e t s  

b e  c o n v in c e d  t h a t  t h e  u t i l i t i e s  w i l l  p u r c h a s e  t h e  pow er  a t  a 

p r i c e  which  w i l l  r e t u r n  e n o ug h  money t o  t h e  i n v e s t o r s  a n d  

l e n d e r s  t o  s a t i s f y  t h e i r  r a t e  o f  r e t u r n  r e q u i r e m e n t s .  I n  

f a c t ,  t h i s  commitment  m o s t  l i k e l y  w i l l  h a v e  t o  be  made p r i o r  

t o  t h e  f i n a n c i n g  b e i n g  c o n d u c t e d .

and t h r e e  - F o r  t h e  u t i l i t i e s  t o  be  w i l l i n g  t o  p u r c h a s e  

power f rom a f u t u r e  s o u r c e ,  t h e y  m u s t  be  c o n v i n c e d  t h e  

s o u r c e  i s  t h e  c h e a p e s t  means o f  p r o d u c i n g  t h a t  po w e r .

A l o t  o f  v e r y  p r o f e s s i o n a l  w ork  h a s  b e e n  done by some 

e x c e l l e n t  f i r m s  w i t h  r e g a r d  t o  pow er  p l a n n i n g  i n  t h e  R a i l b e l t .  

I n  no way d id  we a t t e m p t  t o  d u p l i c a t e  t h i s  w ork .  R a t h e r ,  we 

drew on i t  e x t e n s i v e l y  f o r  t h e  d a t a  we n e e d e d .



Gas f i r e d  g e n e r a t i n g  p l a n t s  p r o v i d e  78 p e r c e n t  o f  t h e  

t o t a l  R a i l b e l t  power t o d a y  and c o a l  p r o v i d e s  m o s t  o f  t h e  

r e s t .  T h ese  s o u r c e s  a r e  e x p e c t e d  t o  r e m a i n  t h e  o n l y  p r a c t i c a l  

means o f  m e e t i n g  f u t u r e  power  n e e d s ,  o t h e r  t h a n  by  h y d r o .

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

e x p e c t e d  t o  b e  u n a v a i l a b l e  a t  t o d a y ' s  p r i c e s  a f t e r  t h e  

c u r r e n t  c o n t r a c t  t e r m s  a r e  c o m p l e t e d  i n  t h e  m i d - 1 9 9 0 ' s  t h a t  

t h e  d e c i s i o n  r e g a r d i n g  S u s i t n a  t a k e s  on s u c h  u r g e n c y .  I f  

t h e  d e c i s i o n  t o  p r o c e e d  i s  made t o d a y ,  t h e  f i r s t  p h a s e  o f  

t h e  S u s i t n a  P r o j e c t  c o u l d  n o t  come on l i n e  u n t i l  j u s t  a b o u t  

t h e  t im e  t h a t  t h e  low p r i c e d  g a s  w ou ld  be  u n a v a i l a b l e .

Our f i r s t  t a s k  was t o  f i n d  a  c l e a r  b a s i s  f o r  c o m p a r i s o n  

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

R a i l b e l t ,  n a m e ly ,  c o a l ,  g a s  and  h y d r o .  Only  t h e n  c o u ld  we 

be  c e r t a i n  t h a t  t h e  h y d r o  o p t i o n  was l o w e s t  c o s t  and t h e  one 

t h a t  t h e  u t i l i t i e s  w o u ld  be  m o s t  l i k e l y  t o  a c c e p t .

We d e v e l o p e d  t h a t  b a s i s  f o r  c o m p a r i s o n ,  and exam ined  

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

o u t  i n  t h e  r e p o r t .  One i m p o r t a n t  f e a t u r e  o f  o u r  a p p r o a c h  

was t h a t  we a n a l y z e d  t h e  two dams o f  t h e  S u s i t n a  P r o j e c t  

s e p a r a t e l y ,  t h a t  i s ,  t h e  W atana  Dam and  t h e  D e v i l ' s  Canyon 

Dam.

F o r  a v a r i e t y  o f  t e c h n i c a l  r e a s o n s ,  t h e  W atana  Dam m ust  

be b u i l t  f i r s t ,  D e v i l ' s  Canyon s e c o n d .  I n  a n a l y z i n g  Watana 

f i r s t ,  t h e  f o l l o w i n g  i m p o r t a n t  p o i n t s  s h o u l d  be  k e p t  i n  

m in d :



one -  W atana i s  more  t h a n  t w i c e  a s  e x p e n s i v e  a s  D e v i l ' s  

Canyon a s  i t  c a r r i e s  much o f  t h e  i n f r a s t r u c t u r e  c o s t s  o f  

D e v i l ' s  Canyon and w i l l  be  t h e  m o s t  d i f f i c u l t  t o  j u s t i f y  and  

f i n a n c e .

two. -  The o u t p u t  o f  W atana  i s  e s t i m a t e d  t o  be  f u l l y  

u t i l i z e d  when i t  i s  c o m p l e t e d  w h i l e  t h e  o u t p u t  o f  D e v i l ' s  

Canyon w i l l  d e p en d  on g r o w t h  r a t e s  f o r  demand i n t o  t h e  n e x t  

c e n t u r y .

and  t h r e e  -  I f  W atana  c a n  be  shown t o  b e  t h e  l o w e s t  

c o s t  means o f  g e n e r a t i n g  p o w e r ,  t h e n  D e v i l ' s  Canyon, a t  h a l f  

t h e  c o s t  f o r  t h e  same m egaw att '  o u t p u t  a s  W atan a ,  w i l l  b e  

a l m o s t  c e r t a i n  t o  be e c o n o m i c a l l y  v i a b l e .

N ex t  we s e l e c t e d  t h e  y e a r  1996 a s  a d a t e  f o r  W atana  t o  

come on s t r e a m .  1996 was c h o s e n  f o r  t h r e e  r e a s o n s :

* F i r s t  i t  i s  a l i k e l y  t a r g e t  d a t e  f o r  W atana to  be  

c o m p l e t e d .

* Second i t  i s  t h e  y e a r  a f t e r  t h e  c u r r e n t  v e r y  low c o s t  

Cook I n l e t  g a s  c o n t r a c t s  w i t h  t h e  u t i l i t i e s  h a v e  e x p i r e d .

* and t h i r d ,  i t  i s  t h e  y e a r  when t h e  o u t p u t  o f  W atana  

i s  e s t i m a t e d  t o  be  f u l l y  u t i l i z e d .

We t h e n  n e e d e d  t o  e s t a b l i s h  a t i m e  p e r i o d  e v e r  w h ic h  t o  

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

and t h e  c a s h  f l o w  n e e d e d  t o  m ee t  t h o s e  c o s t s .



H y d r o e l e c t r i c  dams h a v e  a u s e f u l  l i f e  o f  50 t o  100 

y e a r s ,  g a s  p l a n t s  l a s t  a b o u t  25 y e a r s  a n d  c o a l  p l a n t s  a b o u t  

30 y e a r s .

S i n c e  a g a i n  h y d r o  i s  t h e  l o n g e s t  l i v e d  o p t i o n ,  we u s e d  

a 50 y e a r  t im e f r a m e  knowing  t h a t  we c o u l d  d e t e r m i n e  t h e  same 

c o s t s  f o r  t h e  t h e r m a l  a l t e r n a t i v e s  o v e r  n h i s  same t im e  

p e r i o d .  We a r e  w e l l  aw are  t h a t  t h e  dam s h o u l d  h a v e  a u s e f u l  

l i f e  c l o s e r  t o  1G0 y e a r s  b u t  h a v e  u s e d  t h i s  m ore  c o n s e r v a t i v e  

l i f e  t o  c o r r e s p o n d  t o  t h a t  u s e d  i n  t h e  FERC l i c e n s e  a p p l i c a t i o n .  

H a v in g  done  a l l  o f  t h e  a b o v e ,  we co m p a red  W a ta n a  t o  g a s  

g e n e r a t i o n  and c o a l  g e n e r a t i o n .  To e l i m i n a t e  h a v i n g  t o  

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

1983 c o n s t a n t  d o l l a r s .

And f i n a l l y  we u s e d  a p r e s e n t  v a l u e  a n a l y s i s  w h ic h  

b r i n g s  a l l  c o s t s  b a c k  t o  t o d a y ' s  e q u i v a l e n t ,  w e i g h t i n g  n e a r  

t e rm  c o s t s  more h e a v i l y  t h a n  t h o s e  f a r t h e r  o u t  i n t o  t h e  

f u t u r e .

The c o s t s  we h a v e  a n a l y z e d  a r e  t h e  m a j o r  o n e s  o f  c a p i t a l ,  

f u e l  and o p e r a t i o n s  and  m a i n t e n a n c e .  T h e r e  a r e  a number  o f  

c o s t s  common t o  a l l  t h r e e  a l t e r n a t i v e s  t h a t  we h a v e  i g n o r e d  

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

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



I t  i s  i m p o r t a n t  t o  u n d e r s t a n d  t h e  d i f f e r e n c e  b e tw een  

w h a t  we hav e  done  i n  o u r  c o m p a r a t i v e  c o s t  a n a l y s i s  and w h a t  

was done i n  t h e  s t u d i e s  c o n d u c t e d  i n  t h e  p a s t  by  s e v e r a l  

e x c e l l e n t  f i r m s  u n d e r  c . n t r a c t  t o  t h e  APA. T hose  f i r m s  w ere  

i n t e r e s t e d  i n  t h e  p r e c i s e  m e t h o d s ,  c o s t s ,  and  t i m i n g  o f  

p r o v i d i n g  a l l  t h e  power n e e d e d  by  t h e  R a i l b e l t  b e tw e e n  now 

and  t h e  y e a r  2045 .  Our g o a l s  w e r e  v e r y  d i f f e r e n t .  We 

w a n te d  t o  a n a l y z e  f i r s t  w h e t h e r  W a t a n a ' s  o u t p u t  w ou ld  be  

c h e a p e r  when i t  comes on s t r e a m  i n  1996 ,  and  r e m a i n  so f o r  

t.he n e x t  50 y e a r s ,  t h a n  an e q u i v a l e n t  amount  o f  power g e n e r a t e d  

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

Second we w a n t e d  t o  l o o k  a t  t h e  power t h a t  c o u ld  be 

p r o d u c e d  by D e v i l ' s  Canyon and  s e e  i f  i t  t o o  was t h e  l o w e s t  

c o s t  means o f  p r o d u c t i o n .  C l e a r l y  t h e r e  i s  a  n e e d  f o r  a two 

s t e p  d e c i s i o n  r e g a r d i n g  f u t u r e  R a i l b e l t  power  g e n e r a t i o n .

Only by a n a l y z i n g  W atana  and i t s  a l t e r n a t i v e s  a l o n e  can t h e  

f i r s t  ' f  t h e s e  be  made.  The s e c o n d  d e c i s i o n  p e r t a i n i n g  to  

m e e t i n g  power n e e d s  o v e r  and ab o v e  W atana  w i l l  come l a t e r .

U s in g  t h e  p r e s e n t  v a l u e  a n a l y s i s  j u s t  d e s c r i b e d ,  t h e  

c o s t  o f  p r o d u c i n g  a f i r m  b l o c k  o f  p o w e r ,  o v e r  50 y e a r s ,  by 

means o f  ( o a l ,  g a s  o r  Watana w o u ld  b e  3 .6 3 1  b i l l i o n  1983 

d o l l a r s  i f  g e n e r a t e d  by t h e  W atana  dam, 4 . 4 3 1  b i l l i o n  i f  

g e n e r a t e d  by c o a l  p l a n t s  and 4 . 7 0 9  b i l l i o n  i f  g e n e r a t e d  by 

g a s .  S t a t e d  a n o t h e r  way, i t  w o u ld  c o s t  e v e r  20 p e r c e n t  more 

t o  g e n e r a t e  t h i s  amount o f  R a i l b e l t  power i f  c o a l  p l a n t s  a r e  

u s e d  and a l m o s t  30 p e r c e n t  more  i f  g a s  p l a n t s  a r e  u s e d .



We b e l i e v e  t h e  d e c i s i o n  i s  how t o  p r o d u c e  t h i s  power  

n o t  w h e t h e r  t o .  The demand f o r  pow er  i n  t h e  R a i l b e l t  h a s  

grown 11 p e r c e n t  compounded a n n u a l l y  s i n c e  I 9 6 0 .  The f o r e ­

c a s t i n g  m od e ls  h a v e  b e e n  c o n s e r v a t i v e  i n  t h e i r  c a l c u l a t i o n s  

t h a t  demand w i l l  grow a t  o n l y  2 . 7  p e r c e n t  a n n u a l l y  t h r o u g h  

1996 and t h i s  i s  cne  number  we h a v e  u s e d .  G iv e n  s u c h  demand, 

i t  s h o u l d  be  r e c o g n i z e d  t h a t  t h e  c o n s u m e r s  w i l l  w a n t  and  be  

r e a d y  t o  pay  f o r  t h e  po w er .  They e i t h e r  w i l l  h a v e  t o  pay  

t h e  lo w e r  c o s t  o i : 3 . 6  b i l l i o n  i f  W atana  i s  b u i l t  o r  some 

h i g h e r  am ount ,  s u c h  a s  4 . 7  b i l l i o n  i f  t h e  p r e s e n t  m e th o d  o f  

u s i n g  g a s  i s  m a i n t a i n e d .

One s i d e  i s s u e  s h o u l d  be a d d r e s s e d .  I f  g a s  i s  n e t  u se d  

f o r  g e n e r a t i n g  e l e c t r i c i t y  a f t e r  1996 b u t  i s  c o n f i n e d  t o  

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

i n  t h e  same t e r m s  we h a v e  b e en  d i s c u s s i n g ,  w o u ld  be a n o t h e r  

1 .1  b i l l i o n  d o l l a r s .

Cl e a r l y ,  t h e  W atana  Dam i s  t h e  m o s t  c o s t  e f f i c i e n t  way 

t o  p r o d u c e  t h e  amount  o f  power e s t i m a t e d  t o  b e  n e e d e d  by 

t h e  R a i l b e l t  i n  1996 .

D e v i l ' s  C anyon ,  w i t h  h a l f  t h e  c o s t ,  c a n  p r o d u c e  t h e  
/ billion

n e x t  3 5 0 0 [ g ig a jw a t t s  o f  power a t  a  p r i c e  t o  t h e  c o n s u m e r s  

which  i s  w e l l  b e l o w  any  t h e r m a l  a l t e r n a t i v e ,  u n l e s s  one  

e x p e c t s  t h e  v e r y  l o n g  t e rm  t r e n d  o f  e n e r g y  p r i c e s  t o  d e c l i n e  

m a rk e d ly  i n  r e a l  t e r m s  o r  t h e  c o s t  o f  money,  a g a i n  i n  r e a l  

t e r m s ,  t o  be v e r y  much h i g h e r  t h a n  i t  h a s  b e e n  i n  t h e  p a s t .

Keep i n  mind h o w e v e r  t h a t  any d e c i s i o n  w i t h  r e g a r d  t o  D e v i l ' s

Canyon n e e d  n o t  b e  made u n t i l  so m e t im e  i n  t h e  f u t u r e  when

th e  demand i s  m o re  a s s u r e d  and t h e  c o s t s  o f  a l l  t h e  a l t e r n a t i v e s

can be  r e - e x a m i n e d .
- 7 -



v s i s  rhp f i t h i r p  nri/-.Q n-f n-i 1 > , 0 0I n  a l l  o f  o u r  a n a l y s i s  t h e  f u t u r e  p r i c e  o f  o i l  h a s

p l a y e d  a c e n t r a l  r o l e .  I t  i n f l u e n c e s  demand t h r o u g h  t h e  m
jsf#

e x p e n d i t u r e  o f  s t a t e  r e v e n u e s  and i t  i n f l u e n c e s  t h e  c o s t s  o f
Sm':

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

c o s t s .  F o r  t h i s  r e a s o n  we h i r e d  a  h i g h l y  r e s p e c t e d  f i r m ,  

P e t r o l e u m  I n d u s t r y  R e s e a r c h  A s s o c i a t e s ,  t o  p r e p a r e  a  c o m p re ­

h e n s i v e  o i l  f o r e c a s t  t h r o u g h  t h e  y e a r  2 00 0 .  T h e i r  w o rk  

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

f ro m  t h e  p r e s e n t  29 d o l l a r s  a b a r r e l  t o  26 d o l l a r s  a  b a r r e l  

i n  1990.  Between  1990 and  2000 i t  c a n  be  e x p e c t e d  t o  grow 

two p e r c e n t  p e r  y e a r  when i t  w i l l  h a v e  r e a c h e d  a l m o s t  32 

d o l l a r s .

H av ing  c o n c l u d e d  t h a t  Watana a nd  D e v i l ' s  Canyon w i l l  

p r o d u c e  t h e  l o w e s t  c o s t  power f o r  t h e  R a i l b e l t  and t h e r e f o r e  

s h o u l d  be  a c c e p t a b l e  t o  t h e  u t i l i t i e s ,  we a d d r e s s e d  t h e  

p r o b le m  o f  c o u l d  t h e  dams be f i n a n c e d  and how. L e t ' s  t a k e  

W atana  f i r s t .

T ak in g  i n t o  a c c o u n t  t h e  c o s t  o f  c o n s t r u c t i o n ,  t h e  c o s t  

o f  i n t e r e s t  d u r i n g  t h e  p e r i o d  o f  c o n s t r u c t i o n  and  200 m i l l i o n  

d o l l a r s  e s t i m a t e d  t o  be  n e e d e d  by t h e  u t i l i t i e s  t o  pay  o f f  

t h e i r  d e b t  a s s o c i a t e d  w i t h  t h e  t h e r m a l  p l a n t s  w h ic h  a r e  

b e i n g  s u p e r s e d e d  by t h e  dam, we a r r i v e  a t  a t o t a l  d e b t  n e e d  

e q u i v a l e n t  to  $ 2 . 9  b i l l i o n  d o l l a r s  i n  1983 t e r m s .



We n e x t  l o o k e d  a t  t h e  r e v e n r . e s  f ro m  t h e  s a l e  o f  power  

t o  t h e  u t i l i t i e s  o v e r  t h e  l i f e  o f  t h e  dam. I n v e s t i g a t i o n s  

l e d  us  t o  b e l i e v e  t h a t  t h e  c o n su m e rs  w o u ld  be  w i l l i n g  t o  pay  

some s m a l l  premium i n  t h e  v e r y  e a r l y  y e a r s  o / e r  t h e  r e t a i l  

p r i c e  o f  a l t e r n a t i v e  p o w e r .  We s e t  t h i s  premium a t  10 

p e r c e n t  and t h e  w h o l e s a l e  p r i c e  p e r  k i l o w a t t  h o u r  a t  5 . 9  

c e n t s  i n  1983 d o l l a r s .

We c a l c u l a t e d  a  l e v e l  d e b t  s e r v i c e  f o r  t h e  t o t a l  d e b t  

o f  t h e  p r o j e c t  and  c o n c l u d e d  t h a t  t h e  c o s t s  o f  t h e  a n n u a l  

d e b t  s e r v i c e  w o u ld  e x c e e d  t h e  r e v e n u e s ,  b u t  o n l y  f o r  t h e  

f i r s t  t e n  y e a r s  o f  o p e r a t i o n . .  A f t e r  t h a t  r e v e n u e s  w o u ld  be  

h i g h e r  t h a n  a n n u a l  c o s t s  by  a n  i n c r e a s i n g  amount and  t h e  dam 

would be f i n a n c i a l l y  v i a b l e .

The j o b  was t o  b r i n g  t h o s e  e a r l y  y e a r  c o s t s  down t o  

where  t h e  r e v e n u e s  c o u l d  c o v e r  them  i n  e v e r y  y e a r  t h e  dam 

was i n  o p e r a t i o n .

To do t h i s  we d e t e r m i n e d  t h a t  e i  ^ h e r  an  e q u i t y  i n v e s t ­

ment would  be  r e q u i r e d  o r  an  a n n u a l  s u b s i d y  t o  t h e  r a t e s  o r ,  

a c o m b i n a t i o n  o f  b o t h .

T h e re  a r e  two s o u r c e s  f o r  t h i s  e q u i t y  i n v e s t m e n t ,  t h e  

s t a t e  o r  p r i v a t e  i n v e s t o r s .  We r u l e d  o u t  p r i v a t e  i n v e s t m e n t  

f o r  two r e a s o n s : p r i v a t e  i n v e s t o r s  w o u ld  w a n t  a  c e r t a i n

amount o f  o w n e r s h i p  c o n t r o l  t h a t  w ou ld  b e  u n a c c e p t a b l e  and  

t h e y  would  r e q u i r e  a r a t e  o f  r e t u r n  h i g h e r  t h a n  t h e  p r o j e c t  

c o u ld  a f f o r d .  Th_ s t a t e  on t h e  o t h e r  han d  c o u l d  b e  more  

f l e x i b l e  and w o u ld  r e m a i n  i n  c o n t r o l  o f  t h e  p r o j e c t .



On t h e  d e b t  s i d e  we d e t e r m i n e d  t h e r e  a r e  two p r a c t i c a l  

o p t i o n s  f o r  r a i s i n g  t h i s  l a r g e  am ount  o f  d e b t .  U n t i l  now 

m u n i c i p a l  o r  t a x  exempt  d e b t  h a s  b e e n  a s su m e d  t o  b e  t h e '  

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

f i n a n c i n g .

I n  t h e  c o u r s e  o f  o u r  i n v e s t i g a t i o n s  h o w e v e r ,  we lo o k e d  

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

g o v e rn m e n t  t h r o u g h  t h e  R u r a l  E l e c t r i c  A d m i n i s t r a t i o n .

The a d v a n t a g e s  o f  u s i n g  REA g u a r a n t e e d  d e b t  a r e :

* B e ing  U .S .  g o v e rn m e n t  g u a r a n t e e d ,  t h e  r a t e  w i l l  be  

t h e  l o w e s t  o f  any  t a x a b l e  d e b t  i n s t r u m e n t

*  REA would  r e q u i r e  no o w n e r s h i p  i n t e r e s t  i n  t h e  dam

* Revenues  from t h e  dam w o u ld  n o t  h a v e  t o  be  g r e a t e r  

t h a n  w h a t  would  be n e e d e d  t o  m e e t  t h e  d e b t  s e r v i c e ,

* REA would  a c c e p t  s t a t e  s u b s i d i e s  t o  make up any e a r l y  

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

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

w h a t  would  be r e q u i r e d  i f  m u n i c i p a l  d e b t  w e r e  u t i l i z e d ,  and.

*  REA g u a r a n t e e d  d e b t  i s  n e t  an  o b l i g a t i o n  o f  t h e  S t a t e  

o f  A l a s k a ,  and t h e r e f o r e  c o u l d  h e l p  p r e s e r v e  A l a s k a ' s  h i g h  

c r e d i t  r a t i n g .

I t  sh o u ld  be m e n t i o n e d  t h a t  REA w i l l  o n l y  f i n a n c e  t h e  

d e b t  r e l a t e d  t o  t h e  power t h e  REA u t i l i t i e s  u t i l i z e .



M u n i c i p a l  d e b t ,  on t h e  o t h e r  h a n d ,  w o u ld  c a r r y  a s m a l l  

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

more s t r i n g e n t  r e v e n u e  r e q u i r e m e n t s .  A l s o ,  m u n i c i p a l  d e b t  

would  n e e d  any e q u i t y  i n v e s t m e n t  t o  b e  made a t  t h e  t im e  o f  

c o n s t r u c t i o n  r a t h e r  t h a n  s t r e t c h e d  o u t  i n  t h e  fo rm  o f  s u b s i d i e s .

I n  a d d i t i o n ,  t h e r e  a r e  t a x - e x e m p t i o n  e l i g i b i l i t y  p ro b le m s  

a s s o c i a t e d  w i t h  u s i n g  m u n i c i p a l  d e b t  t h a t  w ou ld  h a v e  t o  be  

s o l v e d .  As now c o n s t i t u t e d ,  t h e  S u s i t n a  P r o j e c t  w ou ld  n o t  

be e l i g i b l e  f o r  t a x  exempt s t a t u s .

We d e v e l o p e d  a p r e f e r r e d  p l a n  o f  f i n a n c e  w h ic h  u s e d  a 

m a j o r i t y  o f  R E A -g u a ra n tee d  d e b t ,  a nd  a s m a l l e r  p o r t i o n  o f  

m u n i c i p a l ,  t a x - e x e m p t  d e b t .  T h i s  p l a n  a l l o w e d  a  minimum 

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

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

t a x  e x e m p t io n  p r o b le m .  U s ing  t h i s  p l a n  t h e  s t a t e  c a n  i n v e s t  

$800 m i l l i o n  i n  1983 d o l l a r s  a t  t h e  t i m e  o f  c o n s t r u c t i o n  and 

s p r e a d  a n o t h e r  $778 m i l l i o n  d o l l a r s  o v e r  an  a d d i t i o n a l  12 

y e a r s .  T h i s  s u g g e s t s  a n e e d  t o  s t a r t  a p p r o p r i a t i n g  from 

178 t o  226 m i l l i o n  d o l l a r s  a n n u a l l y  s t a r t i n g  w i t h  t h i s  

l e g i s l a t i v e  s e s s i o n .



I t  i s  i n t e r e s t i n g  t o  n o t e  t h a t  u n d e r  t h e  REA o p t i o n  

w h ic h  we have  c h o s e n ,  t h e  s t a t e  w i l l  b e g i n  r e c e i v i n g  art 

sa jw ts i  r e t u r n  on i t s  i n v e s t m e n t  i n  t h e  e l e v e n t h  y e a r  a f t e r  

s t a r t u p  o f  30 m i l l i o n  d o l l a r s .  T h i s  c l im b s y j to  o v e r  900 

m i l l i o n  when t h e  d e b t  i s  r e p a i d .  As s u c h  t h e  s t a t e  i n v e s t m e n t  

i n  t h e  p r o j e c t  w o u ld  h a v e  some s t r i k i n g  s i m i l a r i t i e s  t o  t h e  

i d e a s  p u t  f o r t h  r e c e n t l y  f o r  a C a p i t a l  I n v e s t m e n t  Fund.

We de-* e l o p e d  an  a l t e r n a t i v e  f i n a n c e  p l a n  u s i n g  e x c l u s i v e l y  

t a x - e x e m p t  d e b t ,  b u t  t h i s  i s  a l e s s  d e s i r a b l e  p l a n  b e c a u s e  

i t  r e q u i r e s  a g r e a t e r  amount  o f  s t a t e  e r u i t y  i n v e s t m e n t ,  /MXfiiY 

1 .8 8 4  b i l l i o n  d o l l a r s  o v e r  8 y e a r s  v e r s u s  t h e  1 .5 7 8  b i l l i o n  

s p r e a d  .over 20 y e a r s  i n  o u r  p r e f e r r e d  p ) a n .

T h e re  a r e  means o f  r e d u c i n g  d e b t  c o s t s  by u s i n g  v a r i o u s  

f i n a n c i n g  t e c h n i q u e s .  They a l l  s h o u l d  be  l o o k e d  a t  when t h e  

f i n a n c i n g  i s  t o  be  done  and em ployed  i f  a p p r o p r i a t e .  Our 

r e p o r t  went  i n t o  a l l  o f  t h e s e .  How ever ,  t h e  e f f e c t  on t h e  

t o t a l  c o s t  o f  d e b t  w i l l  be  s m a l l .

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

D e v i l ' s  Canyon. We u s e d  t h e  same r e a s o n i n g  and c o n c l u d e d  

t h a t  t h e  econ o m ics  o f  D e v i l ' s  Canyon a r e  so  a t t r a c t i v e  t h a t  

no s t a t e  i n v e s t m e n t  w o u ld  be  r e q u i r e d ,  t h a t  t h e  t o t a l  i n v e s t m e n t  

w ould  be  d e b t  f i n a n c e d  and  t h a t  t h e  d e b t  a g a i n  s h o u l d  be 

s p l i t  be tw een  REA g u a r a n t e e d  d e b t  and  m u n i c i p a l  d e b t .



I n  summary, we c o n c l u d e d  t h a t  pow er  i n  t h e  R a i l b e l t  f o r  

t h e  r e m a i n d e r  o f  t h i s  d e c a d e  can  be  s u p p l i e d  m ore  c h e a p l y  

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

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

And, we c o n c l u d e d  t h a t  b o t h  W atana  an d  D e v i l ' s  Canyon 

c a n  be  f i n a n c e d  and  c a n  be  a f f o r d e d  i n  t h e  l i g h t  o f  e x p e c t e d  

s t a t e  r e v e n u e s .

13-
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@ Lawmakers see chance for governor’s projects fund

for

By JOHN L1NDBACK Some law m akers nrgued th a t a constltullonnlly
Daily News reporter dedicated fund, as She/field proposed, would

JU NEAU — Gov. Bill Sheffield’s proposal to have to go to  the voters before they  would be
crento a special sta te  fund for financing m ajor w illing to set aside money,
construction projects Is gaining renewed a tten ­
tion from House and Senate leaders.

House Resources Com m ittee Chairm an John 
Ringstad, R-Fnirbnnks, and Senate Resources 
Committee Chairm an Bettye Fahrenkam p, D- 
Fairbanks, said Thursday they are studying 
options, tha t would combine the governor's

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

Ringstad and Fahrenkam p said the gover­
nor's office will be Involved In try ing  to work 

.out a proposed solution for consideration by the 
legislature this session th a t could:

• Send the governor's proposal for creation 
a m ajor projects fund to the sta te  ballot for 

a special projects fund. I'm  hopotul thut consideration by votors;
Susitna could bo part of It," Ringstad said, ■, ‘ Include In legislation creating the fund 

When Sheffield first proposed setting aside assurances of sta te  support for tho R nllb jlt's 
$300 million th is year for m ajor projects, It m et future "energy needs;"
Im m ediate resis tance  from , th e  leg isla tu re . • Repeal the so-called Susitna blackmail

' • a

clouse, w h'ch looms as a m ajor stum bling block 
for tho Alaska Power A uthority  in Its attem pts 
to secure i o v e r  sales contracts w ith utilities 
served by state-financed hydroelectric projects 
n ear Petersburg, Wrangell, Valdez and Kodiak.

Such _ plan would allow repcnl of tho clause 
bu t still give railbelt legislators the "political 
security" of knowing the sta te  is still commit­
ted to hydroelectric divelopm ent In their area, 
Ringstad said.

Southcentral lcglsla ors supported the Suslt-

lonns, their 
Increase.

power rates could dramatically

\  -specia l projects fund \ylth a fund backed by legls 
l \  ' supporters of the  Sunltnn hydroelectric project. • i
I \  ■ "I think wo’ve got a good shot ot some sort ■ of a
I  \  of a special projects fund. I'm  hopeful thut ' cons!

The clause says th a t $5 billion m ust be 
appropriated for the Suslmn project by 1991, or -',90 
millions o t dollars in direct sta te  grants that 
financed ether hydroelectric projects around the 
sta te  would turn  Into loans.

Fahrenkam p said she couldn’t support repeal 
of the clause unless she Is given some type of 
assurance that the stn tc 's commitment to fimm-no.clause to make sure the ir region of the state d  | rt o( , ho t,  nm ls

received Its iihnrc of state appropriations for rema|ns Intact
hydroelectric developments.

The governor Introduced bills th is week th a t Sheffield's m ajor projects fund hill proposes 
would repeal the clause und tluiB d e a r  aw ay the th a t U be lim ited to projects exceeding SUM)
stum bling block for the power sales contracts. million. Tho W atana dam, the first of two dams
The communities ure reluctant to sign the proposed for the Susitna project, is e .tlm ated  to

cost about $3.5 billion fn 1083 dollars,imall contracts boeousc If th e 's tn te  grants t u r n , to , cost about $3.5 billion !n 108
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1 this y ea r. The M ackeys will all b e  on the s ta r tin g  line on 
Avenue a t  E  S tre e t 9 a .n j. S a tu rd ay  for th e  s n r t  of the 
:ual, 1,049-mile ru n  a long  th e  h is to ric  tra il from  Anchor- 
!ome. Sports , page C-l
atBM M W M M iiiliM i11 1 i m i I I I 1 1 f c r ^ g a r ^ ; . .  .1 ...

by d o in g T T  w fie iT h e  
was being w a tch ed , then  
i c a t  and  m ouse g am e  
e em ployees. 
our.se, you know , It 's  
p to m e  se v e ra l t im e s  
M inneapolis you know , 
m y God, one tim e  I got 
for si eallng a  goddam n 
you know , a  th ing  th a t
•ti

ig tm
't nothing, bu t y e t I t  v a s  
it w esn  t w h a t . . . I d  
hat s to re  s te a lin g  s tu ff

a n d  th en , you know , sh e  sa id  th a t 
I ’m  th e  s to re  d e te c tiv e , do you 
h av e  any th ing  th a t you h av en ’t 
p a id  fo r?  Well, odd a s  It m ay  
seem , y e s  m ad am  I h av e  a  so ft­
ball arid  I g iv e  it to h e r  and  it 
m ade  m e  feel good an d  I w as 
c a u g h t.”

In  1977, H ansen  w as sen tenced  
See T hefts , p ag e  A-14

gams i
by Andy Ryan
T im es Juoeau Bu-eau

Ju n e a u  —  House an d  S ena te  
le a d e rs  s a y  th ey ’v e  re a ch ed  
“con cep tu a l a g re em e n t"  on a  
p lan  th a t w ou ld he lp  re f in an ce  
$200 m illion in  sh o r t- te rm  A laska 
P ow e r A u tho rity  d eb t, w hile s e t­
tin g  up  a  fund to p ay  fo r con ­
s tru c tio n  of th e  Suaitna h y d ro e ­
le c tr ic  p ro je c t.

One v e rs ion  of th e  com pli­
c a te d  p lan , in tro du ced  Jn a  H ouse 
c om m itte e  th is  m orn ing , would 
do aw ay  w ith  th e  so-caL'f.d “Su­
s itn a  b la ckm a il c la u se "  upon a p ­
p ro v a l by s ta te  v o te rs  o f a con sti­
tu tion a l am en dm en t e s tab lish ing  
a  s ta te  m a jo r  p ro je c ts  fund.

T h e  top p rio r ity  o f th e  ’und, 
u n d e r th e  p lan , wouid b e  to  help 
p ay  fo r th e  p roposed  $3.9 billion 
W a tan a  D am  in th e  Susitna p ro j­
ec t.

T h e  Susitna b la ckm ail c lau se  
— w hich law m ak e rs  now  ca ll the  
"S u s itn a  equ ity  c la u se” — r e ­
qu ire s  th a t $5 billion b e  inves ted  
in th e  Susitn a hydro  p ro je c t by 
1991. If  th e  m oney  is n o t inv es ted  
in Susitna , s ta te  g ra n ts  ot $280 
m illion fo r fo u r d am s  in South­
e a s t  A laska m u s t be rep a id  a s  In­
te re s t-b e a r in g  loans.

T h e  Susitna c lau se  is seen  a s  a  
m a jo r  roadb lock  in e ffo r ts  to r e ­
fin an ce  som e $200 m illion in 
sh o r t- te rm  d eb t fo r the  fou r 
Sou theas t d am s , w hich begins 
com ing  due in M ay. If th e  d eb ts 
c an no t be re f in an ced , th e  s ta te  
fa c e s  the  u n p lea san t option of 
e i th e r  pay ing  fo r them  in cash , o r 
d efau lting  on th e  loans.

H ouse S p eake r J o e  H ayes, 
R -A nchorage , an d  S en a te  P re s i­
d en t J a y  K e rttu la , D -P a lm er, 
sa id  T hu rsd ay  they  a r e  in rough 
a g re em en t on a  p lan  th a t would 
e lim in a te  th e  Susitna c lau se  in 
re tu rn  fo r th e  e s tab lishm en t o f a  
m a jo r  p ro je c ts  fund d ed ic a te d  to

SEN . JAY  K ERTTU LA
A grees on p lan

build ing Susitna.
A s ta te  m a jo r  p ro je c ts  fund , : 

to  fimxnce con s tru c tion  p ro je c ts  
costing  m o re  th a n  $100 m illion, 
w as firs t p roposed  by Gov. B i l l «j 
Sheffield in J a n u a ry . T h e  gove r-ij 
n o r’s  p roposa l would am en d  th e  ; 
s ta te  con stitu tion  to re q u ire  th a t :< 
10 p e rc e n t ot th e  s ta te ’s  rev en u e s  I , 
b e d eposited  in such a  fund, b e ­
g inn ing th is y e a r  a n d /e n d in g  in 
1990. .*,•

H ayes sa id  th a t a  re so lu tion  
es tab lish ing  such  a  fund  — w ith 
its  firs t u se  th e  bu ild ing of th e  • 
W atana D am  - -  will p a s s  ou t of 
th e  House R e so u rce s  C om m itte e  
e a r ly  nex t w eek .

T h e  sp e a k e r sa id  is# th e  p ro ­
posed fund would a lso  be u sed  fo r 
“a  w ide g am u t of o th e r  p ro ­
je c ts ,"  Including e n e rg y  subsi­
d ies to ru ra l A laska c om m un i­
ties .

See H ydro , p ag e  A-14

es.
s a  lady  s to re  d 'te c t iv e  
b t  m e In s te a lin g  th a t 
softball, you know . I 
the stu ff an d  I s ta r te d  
•lit w ith It nnH t lnn»

Officer ‘cracked under strain*-, - /, ■v_r

Many such statements are contained in a series,,! j
. . .. •. - *»- -H' •• •

by David Postm an 
Tln̂ Wrtler



The com m un ity  fe lt lik e  it w as  a  
s u rp r is e ; h a d  th ey  rea lized  all 
a long  . . .  th a t  th e re  w e re  p ro b ­
lem s th ey  w ould  h av e  been  a  lit­
tle  m o re  p re p a re d  fo r th e  double- 
sh if tin g .”

M em be rs  o f th e  g roup say  
th a t  th e  schoo l d is tr ic t d oesn ’t 
h av e  enough  in fo rm ation  to 
aw a rd  th e  c o n tr a c t and  th a t 
u n an tic ip a te d  r e p a ir  w o rk  cou ld

A spokesm an  fo r th e  d is tr ic t 's  
con stru c tion  m an a g em en t firm  
acknow ledged  W ednesday  th a t 
no t ev e ry  item  to  be re p a ire d  h as 
b een  identified .

Bill E cho ls o f H ee ry  P ro g ram  
M anag em en t s a id  th a t eng in ee rs  
h ad  cu t abou t 70. open ings in the  
w alls th roughou t the  bu ild ing to 
g e t a  sam p ling  o f how  m uch  re ­
p a i r  w o rk  n eed s to be done.

veiock decide* to run for a 1 ed bteven* teat Hydro project plan
orts continues Continued from  pag e  A-l

•lowe sa id  lifting  th e  ex ­
in will be even  m o re  diffi- 
->xt y e a r  follow ing S ena te  
in  of a  new  law  th is  y e a r  
1 an  overw he lm ing  vo te . 
A laskans op ted  ag a in s t a  

2d  vo te on th e ir  m o s t se ri- 
oposal, to  p e rm it th e  ex- 
up to 200,000 b a r re ls  a  d ay  
ka oil. T hey fe a re d  th e  r e ­

su lts  o f such a  vo te  cou ld  com e 
b ack  to  h aun t th em  w hen th * 
issue  n ex t su rfa ce s .

T h e  S ena te  then  v o ted  to  ex ­
ten d  th e  c u rre n t oil expo rt ban  
fo r s ix  m o re  y ea rs . T he H ouse 
v ers ion  of th e  sam e  bill, th e  E x ­
p o rt A dm in is tra tio n  A ct, ca lls  fo r 
a  fo u r-y ea r ban .

11 bank is ready

M eanw h ile , a n  am endm en t 
link ing  th e  re p e a l of th e  Susitna 
c lau se  to  ap p ro v a l by v o te rs  of 
th e  p ropo sed  m a jo r  p ro je c ts  
fund w as  in tro du ced  in th e  House 
L ab o r an d  C om m erce  Com ­
m itte e  today  b y  R ep . Jo hn  Cowd- 
e ry , R -A nchorage .

One m em b e r of th e  Com ­
m e rc e  C om m ittee , R ep . Ron 
W end te , D -K etch ikan , sa id  
C ow dery ’s  p roposa l jeopa rd ize s 
th e  s t a t e ’s  c re d i t  s in ce  it would 
no t p e rm it th e  rep ea l o f the  Su­
s itn a  c lau se  un til v o te rs  dec ide

th e  question  th is  N ovem ber.
B u t W endte sa id  sh o r t- te rm  

bonds on th e  fou r Sou theast 
d am s , which b eg in  to c om e  due 
in M ay, canno t b e  re f in an ced  as 
long a s  th e  Susitn a c lau se  is in 
p la ce .

“To try  to  d e lay  ev e ry th in g  
un til N ovem ber will p la c e  the  
s ta te  in se rio u s fin anc ia l jeo p ­
a rd y  . . .  I t  e i th e r  w ill m e an  de­
fau lting  on tho se  loans o r  funding 
th e  re t i rem en t of tho se  loans. 
R igh t now th e  p ropo sa ls  u n d e r 
con s id e ra tio n  do no t c a ll fo r 
funding the  re t irem en t o f th a t 
d eb t.

ied from  page A-l
:e r w ha t th e  O rgan iza tion  
o leum  E xpo rting  Coun­
led the  "oil w eapon .” 
s enough to re p la c e  90

cases

d ay s  o f im po rts  a t  1983’s d a ily  
r a te  o f 4.2 m illion b a r re ls  a  d ay  
from  a ll sou rces , a cco rd in g  to 
D ep a r tm en t of E n e rg y  e s ti­
m a te s .

B u t m any  of those so u rce s  a r e  
n ow he re  n e a r  the  vo la tile  P e r ­
s ian  Gulf, w h e re  Iran  h a s  re p e a t­
ed ly  th re a te n ed  to c lo se  the  50- 
m ile-w ide S tra it of H orm uz, th e  
bo ttle n eck  b e tw een  th e  gulf an d  
th e  A rab ian  Sea.

th a t h e  knew  h e  w as 
kill th is m an  ju s t fo r the  
easu re  of doing so ."  
p sych ia tris t con tinued ; 
'e rien ced  tunnel vision, 
ie m an in th e  c e n te r  of a  
w ith every th ing  else 
ou t."  Then" th e  o ffice r 
i ou t of it” an d  d rov e  to 
lo rage po rt "w h e re  he 
c a r  looking ou t o v e r the 
•ellng dazed  and  fright- 
having a lm o s t lost con-

413 V' Street 
"Downtown”

DEDICATED TO KNOWLEDGE.
ETHICS AND CONSUMER PROTECTION.

>rt com m issioned  by  the 
nt board  from  Dr. 
t . Cassell, a n o th e r An- 
psych ia tris t, con firm ed 
>sis of p o st-traum a tic  
ndrom e. Cassel w ro te , 
irs th a t the s tre s s  w as 
I his work a s  a p a tro l of-

both Cassel’s and 
reports might have 
ie former policeman a,  ----1 HMin.eman a
^ p a y m e n ts  from  the
d ifom ia psycho log ist's



By HALSPENCER 
The Associated Press 

Alaskans would "buy a pig in a poke” 
if they decided to have an elected 
rather tlian appointed attorney general 
without first defining the functions of 
that office, former state attorney 
general John Havelock asserted F ri­
day.

He was among a handful of people 
who testified at a House State Affairs 
Committee teleconference hearing on a 
measure setting up a statewide vote on 
whether to amend the Alaska Constitu­
tion to make the attorney general's 
post an elective position.

Havelock and another former attor­
ney general, Avrum Gross of Juneau, 
both said the proposition is less simple 
than it seems.

But the bill’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, 
so nobody can understand it.”

Ward’s bill (HB456) would seek an 
advisory vote from the public asking 
"Shall the Legislature of the State of 
Alaska propose a constitutional amend-

Continued on Page 14

By DEBBIE IlEINWAND nOSE 
The Juneau Empire 

The meeting place can be called a 
capitol or a legislative hall, but if the 
Legislature is relocated, it’s a capital 
move, said a majority of Alaskans testify­
ing at hearings Saturday on a bill 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 ;o 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.

“A bill to move the Legislature is a 
capital m ove .... I t is a political move and 
not a practical move," said Sitka Mayor 
John Dapcevich. "This would make the 
Alaska Legislature the laughingstock of 
the country.”

Rather than continue to debate a 20- 
year-old issue, Dapcevich asked House 
members to “get to work ... we’ve got 
some serious problems ahead in this state, 
for example the loss of the pulp mill and 
the F.A.A. in Sitka, the possibility that Mt. 
Edgecumbe school won't open."

Bethel City Council member Johne 
Binkley agreed, saying the “people's vote 
was clear” in November, 1S82, when a ma­
jority voted against the proposed capital

move.
“They made 

capital to rem 
Binkley. " I t wot 
to spend the mon 
of the legislate 
Anchorage, it i 
move.” 

Committee me 
d e r '. R-Anchora{ 
and said movii 
Anchorage would 

“They have thr 
for each branch" 
said.

In addition to 
Szymanski bill, 1

Sturgulewski: Major 
projects fund in trouble

By k ir k  McAl l is t e r  
The Juneau Empire 

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

Speaking this morning 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 
doubted the measure would be funded by 
the Senate.

As proposed by Sheffield, the major pro- 
] cts fund would 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 around the 
state costing more than $100 million. Ex­
amples of projects the fund could finance 
include Susitna Dam, the Knik Arm Cross­
ing, Bradley Lake Dam and the Red Dog

KflKHV
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Sen. Arliss Sturgulewski
mine.
• “One problem that rural legislators have 

with the fund is that most of the projects

i w o jl x . (VP U V  CL. r-3

that would be financed with it are in 
Southcentral Alaska," she said. ‘It raises 
the equity question with other parts of the 
state. It will be surprising if this bill goes 
through."

Despite 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 for this years ses­
sion, she said. “The pressure to dip into 
the rainy day account or the undistributed 
money in the permanent fund is strong."

One issue that will have to be addressed 
. this session is what to do about the $185 
million in short-term loans that is coming 
due hi May for Alaska Power Authority 
hydro projects in Southeast, she said.

On other subjects, Sturgulewski said 
budget requests for $260 million in loan 
programs appear to have strong support in 
the Senate and will probably be fully fun- 

Contlnued on Page 14

VA LLEY  WOODSMOKE INFORMATION 
F o r information call 5864)008.

AVALANCHE REPO RT  
F o r information call 586-SNOW.

EAGLECREST REPO RT  
No new snow, but it was snowing on top this 

morning. Temperature at the bottom: 38 
degrees. Snow pack at bottom; 27 indies. Tem­
perature at top: 32 degrees, Wind 10-20 mph. 
Packed snow conditions at the bottom ; heavy 
snow at the top. The road has been sanded, but 
is Icy in spots. Good snow tires arc advised.

TUESDAY’S TIDES
High 4:08 a.m. 15.3 ft.
Low 10:14 a.m . 2.8 ft.
High 4 :il p.m. 13.9 ft.
Low 10:18 p.m. O 9

*

Resi
Gold

Rain showers diminishing tonight. A few 
mixed rain and snow showers Tuesday. South 
winds gusting to 30 mph becoming light and 
variable tonight. High today: low 40s. Low 
tonight and high Tuesday: low to mid 30s. Out­
look fo r Wednesday: A few snow showers. High 
Sunday: 35. Low Last nijjht: 32. 24-hour 
precipitation: .20. Heating degree days for Sun­
day: 32. Record high: 47 in 1977. Record low: -8 
in 1966. Sunset: 4:33. Sunrise: 7:51. •
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r' HuuDiui'i x u  c  a c v u i i u
sa te ll i te  d ep loyed  b y  th e  space 
s h u t t le  C h a l le n g e r  m is f i r e d  
M onday, p iom in g  and  s tra y ed  
o f t  cou rse in  an  o rb it to o  low  
fo r  i t  to  re la y  com m unica tions .

I t  a p p a re n tly  m e t th e  sam e 
f a t e  a s  t h e  f i r s t  s a t e l l i t e  
launched  th re e  day s ago.

th e  f ir s t s a te ll i te , th e  W estar 6, 
w as lo s t a f te r  i ts  lau nch  on 
F r id ay .

Space o ffic ia ls sa id  th e  fa il­
u re s  w ou ld  no t a l te r  p lan s fo r 
tw o  a s tro n a u ts , C ap t. B ruce 
M cCandless o f th e  N avy  and  
L t. R obert L. S tew art, o f th e

O f f e r s * 11Power autboHfyo 
rate subsidy to utilities
By DON HUNTER
Daily News reporter

A  $35 m illio n  s ta te  g ra n t 
w ill be needed  to ' fu r th e r  sub ­
s id iz e 'h y d ro e le c tr ic  ra te s  fo r 
u ti l i t ie s  in  th e  so-called Fou r- 
D am  Poo l, u n d e r a  p la n  u n ­
v e iled  b y  th e  A la sk a  P ow e r 
A u th o r ity  on  M onday.

B u t rep re sen ta tiv e s  fo r th e  
• u til it ie s  a re  no t y e t com p le te ly  

sa tis fied  w ith  th e  deal, an d  th e  
m ayo r o f P e te rsb u rg  say s th e  
so u th e a s te rn  com m un ity  can- 

jKbt ag ree w ith jn  th e  tw o-w eek
»•’( tim e  lim it A PA  E xecu tiv e  D i­

re c to r L a r ry  C raw fo rd  say s is 
necessary .

" I ’ve s a id  a ll a long  i t ’s go t 
. to  go b e fo re  th e  v o te rs"  in  

P e te rsb u rg , sa id  M ayor Don 
K oen ig s . A d d it io n a l ly , K oe-

tio n s  s a te ll i te  d isap p ea red  sec­
onds a f te r  i ts  ro ck e t b egan  
firing .

C om m un ica tion  w ith  such 
sa te ll i te s  is u su a lly  e s tab lish ed  
w ith in  a n  h o u r o r so a f te r  th e  
ro ck e t f ire s  to  boost tl » s a te l­
l i te  to  i ts  22,300-m ile-hijh or-

weather

nigs say s in d ep end en t f in an ­
c ia l a n a ly s ts  shou ld  rev iew  th e  
dea l an d  th e  w ho le  p roposa l 
needs to  b e  con sidered  m ore 
ca re fu lly .

H ow ever, D ave N ease, gen ­
e ra l m an ag e r o f th e  K od iak  
E lec tric  A ssocia tion , w as m ore 
o p tim is t ic . ‘‘W e’v e  c e r ta in ly  
come a long w ay ,” h e  sa id . " I  
can re a lly  see w here th e y 'v e  
been  lis ten in g  to  us , (bu t) th e re  
a re  a  few  th in g s w e re e d  to  
discuss and  c la r ify ."

K od iak  an d  P e te rsb u rg  a re  
a t o ppo site  ends o f th e  p ro ­
posed ra te  s ta b iliz a tio n  fund , 
w h ich , w ith  bond sa le  p ro ­
ceeds ir. a d d itio n  to  th e  s ta te  
g ran t, w ou ld  to ta l abou t $64

See Back Page, POWER

Cloudy today, 
partly c loudy 
and co ld e r to- 

i m l  . n ig h t  . a n d  
W e d n e s d a y . 

North w inds to 10 mph. Highs 
today 15 to 20 , lows tonight 0 
to 5. Outlook fo r Thursday, 
c lea r and cold .

High Monday  ................18
Low Monday m orn ing  12
9 p.m. tem peratu re ..................... 16
Humidity.....................   71 %
Barom ete r............................... 29 .33 -
Normal high Feb. 6 ..................... 24
Normal low Feb. 6 .......................... 9
Record high Feb. 6 (1 9 3 5 )....... 47
Record low Feb. 6 (1 9 2 1 )........ -30

MOUNTAIN WEATHER, 
AVALANCHE ADVISORY 

271-4500

 --------* nenrapMc*
Com m and rep o rted  ftrtdln 
ob jec t th a t  ap p ea re d  to  b> 
sa te llite . I ts  o rb it ranged  
172 m iles to  747 m iles 
M o m en ts  l a t e r ,  a n te  
p icked  up  rad io  signals 
th e  ob ject. I t  w as th e  Pala 

B ecause th e  P a la p a ’s

index

Ann Landers ...............................
A rts/Enterta inm ent.................
B rid g e ...........................................
B u s in ess .....................................
C lass ified  ...................
C om ic s ........................................ '
C rossw ord ..................................<
Dr. Nell S o lom on .....................
Erma Bom beck ........................
H e lo lse .........................................
H oroscope ..................................<
Metro............................................
O b ituaries..................................
Op in ion ........................................
S to ck s   ........ : ..............
T e lev is ion   ...............
Today in Anchorage..............
T rou b le sh o ite r : . . . - .....

FOR HOME DELIVERY 
CALL 563-6666 
6 a.m . to 5 p.m.

/ a
Lemon 
goes back 
to Buick
By K.C. MOON
Dally News reporter

S in ce  he b o ug h t h is  B u ick  
C e n tu ry  new  in  1982, D enn is 
S to v a ll h a s  b een  cu rs in g  th e  
ca r , t r y in g  to  f in d  som e w ay  
to  ge t r id  o f i t .

W indow  c ra n k s  fe ll o ff in  
h is  h a n d . T ran sm is s io n  f a i l ­
u r e s  l e f t  h im  s t r a n d e d .  
W ind sh ie ld  w ip e rs  q u it  d u r ­
ing  h e a v y  ra in s . W arn ing  
lig h ts  f l ic k e re d  as the" en ­
g in e s p u t te r e d  and  g ru m ­
b led .

N o w , in  w h a t  S t o v a l l  
say s is a  m o n um en ta l v ic to ­
r y  f o r  c o n s u m e r s ,  B u ic k  
m u s t b u y  b a ck  th e  c a r .

T h e  b u y -b a ck  is th e  re s u l t  
o f th e  f i r s t  A la sk a  a r b i t r a ­
t io n  o f co n sum er com p la in ts

See Back Page, CAR Dennis Stovall stands with the Buick that he’ll be selling back to Its makers.



ther w o r ld ,” s a y s  R egg ie  
Joule, a  n o ted  In u p ia t a th le te  
and K otzebue co o rd in a to r fo r 
the region’s I l itq u s ia t , o r  S p ir­
it, p rogram .

Joule liv ed  in  K o tzebue as a 
child, b u t say s h e  le a rn ed  li t t le  
of the  I n u p ia t s ’ t r a d i t i o n a l  
hunting an d  su rv iv a l sk il ls  —
‘‘I m ight a s w ell h av e  g row n 
up in Los A ngeles."

Ilitq u s ia t m eans "T he  Real 
Peoples’ W ay o f L ife .” The 
p rog ram  w a s  s ta r te d  a b o u t 
three y ea rs  ago and  w a s  de­
signed to  fo s te r  s e lf-e s te em  
and p ride , em phasiz ing  such 
principles as sh a ring , love - o f 
ch ild ren  an d  " h u n t e r ’s su c ­
cess," o r th e  a b il i ty  to  ach ieve 
a|goal,

“The w hole concep t is to  
m ake people feel good abou t 
who they a re ,"  h e  said .

Roland Booth, th e  45-year- 
old p as to r of th e  R elig ious 
Socie ty  o f F r ie n d s  c h u rc h , 
K o tzebue’s la rg e s t , s a y s  h e  
supports th e  S p ir i t p rog ram .

"A ll th e  v a lu e  sy s tem s w e 
are try in g  to  teach  a re  a l l '. 
b iblically o rien ted . If  a  person  
gets active in th e  com m unity , 
in the end it m ay  ge t p eop le 
back to chu rch ."

But Schulz, fo rm e r p re s i­
dent of th e  K otzebue C h ris tian  
Conference, says th e  p ro g ram  
is hum anism , p u re  and  sim p le , 
and has co n tr ib u ted  to  th e  
suicide ra te . S ays Schulz:

"Some of th e ir  le ad e rs  have 
I boldly sa id , ‘We d on ’t  w an t 
the  c h u rc h . We t r i e d  th e  
church. We w an t som e th ing  
else.’ T here h as been a g rea t 
increase in th e  su icide ra te . I 
personally see a  g roa t connec­
tion. People 1 canno t say  w e 
don’t w an t God anym o re  and  
walk aw ay sm iling ."

But, says Joule:
"The ^ lic id e  ra te  h a s  gone 

up, bu t th a t re in fo rces th e  
need fo r som eth ing  l ik e  a  S p ir ­
it prograrr^"

a rg u ed  th e ir  cases fo r  a b o u t 
e ig h t hou rs befo re  th re e  vo lu n ­
te e r  a rb i tr a to rs , a ll from  A n ­
chorage.

O v e r th e  w eekend , S to v a ll 
rece ived  a  le t te r  s ta tin g  he h ad  
w on  h is case. A ll a rb i tr a to rs  
ag reed  w ith  S to v a ll ’s con ten ­
tio n  th a t h e  "d id  no t get th e

tim e , b u t I  f in a lly  go t w h a t I 
w an ted .”

S to v a ll show ed  copies o f 
ab o u t 50 le tte rs  h e  h ad  w r itte n  
to  th e  d ea le rsh ip  a n d  B u ick  
cu stom er re la tio n s  offices in  
an  e ffo rt to  get th e  c a r  fixed .

In  th e  tw o  y ea rs  o f ow ner­
sh ip , th e  c a r  h ad  b een  a lm o s t

lo s t n icely th e  c a r  w in  oe 
reso ld , e i th e r  b y  u s o r som e , 
o th e r d ea le r ,"  H ia t t  sa id . “I t ’s 
no t a  b ad  car.

" U n fo r tu n a te ly , (S to v a ll)  
h ad  p rob lem s w ith  it, b u t  in  
m y  o p in io n  i t ’s c om p le te ly  
sa fe ."

H ia tt  sa id  th a t  a lth o u gh  it

l o w  a lot 01 people Who 
had worse cars than mine and 
couldn’t  do anything about it."

The a rb i tr a tio n  p ro g ram  se t 
u p  fo r A la sk an s  b y  th e  S e a tt le  
B e tte r  B usiness B u reau  s ti l l  is 
b e ing  developed . W endy B en ­
n in g ton , w ho m anages au tom o ­
b ile  a rb i tr a tio n s  fo r th e  office,

Continued from  Page A-l
m illio n .

K od iak , w ith  th e  h ig h es t 
e lec tric  dem and , cou ld  expect 
to  d raw  up  to  $23 m illio n  from  
th e  fund  to  u n d e rw ri te  e lec tric 
c o s ts  o v e r  th e  n e x t  s e v e n  
y ea rs . P e te rsb u rg , w ith  less 
d em and  and  m o re  m odest elec­
tr ic  costs th a n k s  to  a two- 
m eg aw a tt h y d ro  p la n t a lre ad y  
in  p lace, w ou ld  ge t on ly  a  $3.7- 
m illio n  sh a re  o f th e  ra te  fund .

E a rlie r , C raw fo rd  to ld  th e  
u t i l i ty  rep re sen ta tiv e s  th a t  the  
d ea l, w ith  po ssib le  m in o r a d ­
ju s tm en ts , is as good as th e  
s ta te  can offer.

F o r  th e  u tilitie s , C raw fo rd  
sa id , th e  p la n  w ou ld  g u a ran ­
tee:

• R a te s  fo r  h y d r o e le c tr i c  
p ow e r — tra d it io n a l ly  h ighest 
in  ea r ly  y ea rs  o f p la n t o p e ra ­
tio n  — w ill no t exceed th e  
costs th e  u ti l it ie s  w ou ld  h av e  
p a id  to  g e n e ra te  e le c tr ic i ty  
w ith  d iese l pow er. To b ack  up 
th e  p rom ise , th e  A PA  w ou ld  
c re a te  th e  $64 m illio n  ra te  
fund  to  subsid ize e lectric ra le s  
to  th e  Four-D am  com m unities . 
T he $35 m illion  o f s ta te  m oney 
w ou ld  be a  g ran t, sa id  C raw ­
fo rd , "n o t a  loan . . .  (a lthough) 
a  lo t o f peop le w ou ld  lik e  to  
see i< m ade  a loan  th a t  w ou ld  
be p a id  b a ck .”

• The u til i t ie s  w ou ld  h av e  a 
vo ice in p re p a ra tio n  o f annu a l 
s ta te  o p e ra tin g  fciudgets fo r the

h yd roe lec tric  p ro jec ts .
• The o rig in a l u ti l i t ie s  in  

th e  Fou r-D am  Poo l w ou ld  be 
in su la ted  from  a d d itio n a l d eb t 
serv ice costs a s o th e r p ro jec ts  
— po ssib ly  inc lud ing  th e  m u l­
ti-b illion  S u s itn a  d am s — a re  
added . The to u r -D am  u til it ie s  
w ou ld  p a y  no a d d itio n a l d eb t 
serv ice fo r  th e  f irs t f iv e  y ea rs  
th e  dea l w as in  effect, and  
increases w ou ld  b e  lim ited  to  a  
c u m u la t iv e  30 p e rc e n t  o v e r  
an y  fiv e-year p eriod  th e re a f t­
er.

C raw fo rd  h a s  ask ed  fo r a 
response from  th e  u til i t ie s  b y  
Feb . 15, and  p la n s  to  a sk  fo r 
fin a l ap p ro v a l from  th e  A PA  
boa rd  o f d irec to rs on Feb . 22, 
T he Four-D am  fin anc ing  p ack ­
age requ ires ex ten s iv e  leg is la ­
t iv e  ac tion  as w e ll as th e  $35 
m i l l io n  a p p r o p r ia t i o n ,  a n d  
C r aw fo rd  s a y s  la w m a k e r s  
m u s t h av e  a  p ropo sa l in  h and  
soon.

C raw fo rd  sa id  th e  dea l w ith  
th e  re s t o f th e  Four-D am  Pool 
u ti l it ie s  can s t i l l  go fo rw ard  

. w ith o u t P e te rsb u rg ’s p a r t ic i­
p a tion .

“W e 'll h a v e  to  m a k e  i t  
w o rk ,"  h e  sa id . " I ’m  going to  
p ropose th a t w e keep  th e  dea l 
to g e th e r  th e  w a y  i t ’s p r o ­
po sed” and  resum e d e lib e ra ­
tion s w ith  P e te rsb u rg  la te r . 
H ow ever, he w a rn ed  th a t th e  
pow er a u th o r i ty  is u n lik e ly  to  
b e  as w illin g  to  com prom ise  
la te r.

A t s ta k e  in  th e  ta lk s , ac­
co rd ing to  C raw fo rd , is th e  
s ta tew id e  e n e rg y  p ro g r a m ’s 
rep u ta tio n  am ong ’ m a jo r lend ­
ing in s titu tio n s .

The Fou r-D am  p ro jec ts  — 
Sw an  L ake , T e rro r L ake , Solo-' 
m on G ulch and  L ak e  Tyee —

' cum u la tiv e ly  cost ab ou t $465 
m illion . T hey  w ere  financed  
by  a  m ix tu re  o f s ta te  g ra n ts  
a n d  a b o u t  $200 m i l l io n  in  
sho rt-te rm  loans th a t  b eg in  to  
becom e p ay ab le  in  May. C raw ­
fo rd  w an ts  to  m a rk e t rev enue 
bonds to  convert th e  sh o r t­
te rm , h ig h - in te r e s t  d e b t to  
long-term  bonds.

U nless th e  bond s a re  sold , 
th e  leg is la tu re  w ill e i th e r  h ave  
to  ap p ro p r ia te  u p  to  $200 m i l - . 
lion  to p ay  off th e  sho rt- te rm  
loans, a sk  fo r d e lay s in  p ay in g  
o ff th e  loans, o r  d e fau lt. N one 
a re  considered  ap p ea lin g  a l te r ­
n a tiv es , a n d  d e fau lt — w ith  
ca rry ov e r effects on bond r a t ­
ings th rou ghou t A la sk a  - 1- ap ­
p ea rs  th e  le a s t l ik e ly .

To m a rk e t th e  Four-D am  
b o n d s , h o w e v e r , th e  A PA  
needs p ow e r su pp ly  con trac ts  
w ith  th e  u ti l i t ie s  se rv ing  the  
com m un it ie s  o f P e te r s b u rg , 
W rangell, K e tch ik an , K od iak , 
Valdez and  G lenna llen . ,

T he u til i t ie s , c r itica l o f th e  
A PA ’s p erfo rm ance  in p l a n - ' 
r i in g  and  b u ild in g  th e  p ro jec ts , > 
have a rgued  th a t hyd roe lec tric  
p ow er w ou ld  cost th em  sub-, 
s t a n t i a l l y  m o re  th a n  t h e i r

to  a |  
settle! 
au to il

Bel
w an ll 
a rb i tl  
the  £1 
,-eau |

Power authority proposes subsidy for utilities in dam pool Le
p re se n t d iese l-fired  g en e ra tion  
fo r th e  n ex t sev e ra l years. T he 
ra te  fund  w as p roposed  to  
sa tis fy  th a t  concern.

The u til i t ie s  a lso  p o in t o u t 
th a t  s ta te  o ffic ia ls o rig in a lly  
p la nn ed  to  com p le te ly  fin ance 
th e  h y d ro  p ro je c ts  th ro u g h  
s ta te  g ran ts , w ith  no c a r ry o v e r 
deb t.

Som e u ti l i ty  o fficials a lso  
qu e s tio n  th e  A PA ’s a ssum p ­
tio n s  ab o u t fu tu re  e lec tric  d e ­
m a n d  in  th e i r -  c om m un it ie s .

The p ow e r a u th o r i ty 's  tra c k  
record o f p red ic tio n s fo r th e  
fo u r h y d ro  p ro jec ts does no t 
in s p i r e  c o n f id e n c e , u t i l i t y  
spokesm en  sa id . T he ap p ro x i­
m a te ly  5,000 re s id en ts o f P e­
te rsb u rg  and  W rangell, fo r ex ­
am p le , w ill need on ly  ab o u t 
on e-th ird  th e  pow er th e  L ak e  
Tyee p ro je c t is capab le  o f p ro ­
d u c in g , a n d  p ro je c tio n s  r e ­
leased  M onday show  th a t leve l 
o f d em and  w ill n o t Increase 
m a r k e d ly  a t  l e a s t  th r o u g h  
1995,

B u t, th e y  sa id , on ly  tw o  
y ea rs  ago th e  A PA  decided to  
d o u b le  th e  c a p a c ity  o f th e  
Tyee p ro je c t from  10 m ega­
w a tts  — now  deem ed su ff i­
c ien t a t  lea s t th ro u gh  th e  tu rn  
o f th e  c en tu ry  — to  20 m ega­
w a tts . T he p ro jec t, o rig in a lly  
e s tim a ted  io cost about. $45> 
m illio n , is now  app ro ach ing  
$130 m illio n  w ith  com m ercia l 
o p e ra tio n  expected  to  b eg in  
th is  y ear.
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ther w o r ld ,” s a y s  R egg ie  
Joule, a n o ted  In u p ia t a th le te  
and K otzebue co o rd in a to r fo r 
the reg ion’s I l itq u s ia t, o r  S p ir­
it, program . '

Joule liv ed  in  K o tzebue as a  
child, b u t say s he le a rn ed  l i t t le  
of the  I n u p ia t s ’ t r a d i t i o n a l  
hunting an d  su rv iv a l s k il ls  — 
"I m ight a s  w ell h av e  g row n 
up in Los A ngeles."

Ilitq u s ia t m eans “T he Real 
Peoples' W ay of L ife ."  The 
p rog ram  w a s  s ta r te d  a b o u t 
three y ea rs  ago and  w as de­
signed to  fo s te r  s e lf -e s te em  
and p ride , em phasiz ing  such 
principles as sha ring , love -of 
ch ild ren  an d  “h u n te r ’s su c ­
cess," o r th e  a b ili ty  to  ach ieve 
a (goal,

“The w ho le concep t is to  
m ake people feel good abou t 
who they a re ,"  he sa id .

Roland Booth, th e  45-year- 
old p as to r o f th e  R elig ious 
Socie ty  o f F r ie n d s  c h u rc h , 
K o tzebue’s la rg e s t , s a y s  h e  
supports th e  S p ir it p ro g ram .

"A ll th e  v a lue sy s tem s w e 
are try ing  to  teach a re  a ll 
biblically o rien ted . If  a  person  
gets active in the  com m un ity , 
in the end it m ay  g r t  peop le 
back to church ."

But Schulz, fo rm e r p re s i­
dent o f the  Kotzebue C h ris tia n  
Conference, says th e  p ro g ram  
is humanism , pu re  a n d  sim p le , 
and has contribu ted  to  th e  
suicide ra te . Says Schulz;

"Same o f th e ir  le ad e rs  h av e  
i boluiy said , ‘We d o n ’t w an t 
the  c h u rch . We t r i e d  th e  
church. We w an t som e th in g  
else.' T here has been a  g rea t 
Increase in th e  su ic ide ra te . I 
personally see a g re a t connec­
tion. People canno t say  w e 
don’t w an t God an ym o re  and  
walk aw ay sm iling ."

But, says Joule:
"The ^ ilc id e  ra te  h as  gone 

up, bu t th a t re in fo rces th e  
need for som eth ing l ik e  a Sp ir- 
it p rogram  "

argu ed  th e ir  cases fo r ab o u t 
e ig h t hou rs b e fo re  th re e  v o lu n ­
te e r a rb i tr a to r s , a ll from  A n­
chorage.

O v e r th e  w eekend , S to v a ll 
rece ived  a  le t te r  s ta tin g  he had  
w on h is case. A ll a rb i tra to rs  
ag reed  w ith  S to v a ll ’s con ten ­
t io n  th a t  h e  “d id  n o t ge t th e

tim e, b u t  I f in a lly  go t w h a t I 
w an ted .”

S to v a ll show ed  cop ies o f 
abou t 50 le tte rs  h e  h ad  w r it te n  
to  th e  d ea le rsh ip  a n d  B u ick  
cu s tom er re la tio n s offices in  
an e ffo r t to  get th e  c a r  fixed .

In  th e  tw o  y ea rs  o f ow ne r­
sh ip , th e  c a r  h ad  b een  a lm o s t

"M ost lik e ly  th e  c a r w ill  be 
reso ld , e ith e r b y  us o r  som e , 
o th e r  d e a le r ,” H ia tt sa id . " I t ’s 
n o t a  b a d  car.

" U n fo r tu n a te ly , (S to v a l l)  
h ad  p rob lem s w ith  it, b u t  in  
m y  o p in io n  i t ’s c o m p le te ly  
sa fe .”

H ia t t  sa id  th a t  a lth o u gh  i t

" i  Know a  lo t of p eop le  who 
h ad  w o rse  ca rs  th a n  m in e  and 
c o u ld n ’t do a n y th in g  a b o u t i t .” 

T he  a rb i tr a tio n  p ro g ram  set 
u p  fo r  A la sk an s  b y  th e  S e a ttle  
B e tte r  B usiness B u reau  s ti l l  is 
b e ing  developed . W endy B en­
n ing ton , w ho m anages au tom o ­
b ile  a rb i tr a tio n s  fo r th e  office,

Continued from  Page A-l
m illio n .

K od iak , w ith  th e  h ig h es t 
e lec tric  d em and , cou ld  expect 
to  d raw  up  to  $23 m illio n  from  
th e  fund  to  u n d e rw r ite  e lec tric  
c o s ts  o v e r  t h e  n e x t  s e v e n  
y ea rs . P e te rsb u rg , w ith  less 
d em and  and  m o re m odest elec­
t r ic  costs th a n k s  to  a  tw o- 
m eg aw a tt h y d ro  p la n t a lre ad y  
in  p lace , w ou ld  ge t on ly  a  $3.7- 
m illio n  sh a re  o f th e  ra te  fund .

E a r lie r , C raw fo rd  to ld  the  
u t i l i ty  rep re se n ta tiv e s  th a t  the  
d ea l, w ith  po ss ib le  m in o r a d ­
ju s tm en ts , is a s good as th e  
s ta te  can o ffer.

F o r  th e  u ti l i t ie s , C raw fo rd  
sa id , th e  p la n  w ou ld  g u a ran ­
tee:

• R a te s  fo r  h y d r o e le c t r i c  
p ow e r — tra d it io n a l ly  h ighest 
in  e a r ly  y ea rs  o f p la n t o p e ra ­
tio n  — w ill n o t exceed th e  
costs th e  u ti l i t ie s  w ou ld  h av e  
p a id  to  g e n e ra te  e le c tr ic i ty  
w ith  d iese l pow er. To back  up  
th e  p rom ise , th e  A PA  w ou ld  
c re a te  th e  $64 m illio n  ra te  
fund  to  subsid ize  e lec tric  ra te s 
to  th e  Fou r-D am  com m unities . 
The $35 m illio n  o f s ta te  m oney 
w ou ld  b e  a  g ran t, sa id  C raw ­
fo rd , "n o t a  lo an  . . .  (a lthough) 
a lo t o f p eop le  w ou ld  l ik e  to  
see it m ad e  a  lo an  th a t  w ould  
b e  p a id  b ack ."

• The u ti l i t ie s  w ou ld  h av e  a 
vo ice in p re p a ra tio n  o f annu a l 
s ta te  o p e ra tin g  budg e ts  fo r th e

hyd roe lec tric  p ro je c ts .
• T he o rig in a l u ti l i t ie s  in  

th e  Fou r-D am  Poo l w ou ld  be 
in su la ted  from  ad d itio n a l d eb t 
serv ice costs as o th e r  p ro jpcts 
— po ss ib ly  in c lu d in g  th e  m u l­
ti-b illion  S u s itn a  d am s — are  
added . T he F ou r-D am  u til it ie s  
w ou ld  p a y  no  ad d it io n a l d eb t 
serv ice fo r th e  f irs t f iv e  y e a rs  
th e  d ea l w as in  effect, and  
inc reases w ou ld  be lim ited  to  a 
c u m u la t iv e  30 p e rc e n t  o v e r  
any  fiv e -y ea r p e rio d  th e re a f t­
er.

C raw fo rd  h as a sk ed  fo r  a 
response from  th e  u til i t ie s  by 
Feb. 3 5, and  p la n s  to  a sk  fo r 
fin a l a p p ro v a l from  th e  A PA  
board  o f d irec to rs on Feb . 22. 
The F ou r-D am  financing p ack ­
age req u ire s  ex ten s iv e  leg is la ­
t iv e  ac tion  as w ell a s  th e  $35 
m i l l io n  a p p r o p r ia t i o n ,  a n d  
C r aw fo rd  s a y s  l a w m a k e r s  
m ust h av e  a  p ropo sa l in  h and  
soon.

C raw fo rd  sa id  th e  dea l w ith  
the  re s t o f th e  Fou r-D am  Poo l 
u ti l i t ie s  can s ti l l go fo rw a rd  
w ith o u t P e te rsb u rg ’s p a r t ic i ­
p a tion .

"W e ’l l  h a v e  to  m a k e  i t  
w o rk ,” he sa id . " I ’m  going to  
p ropose th a t w e k eep  th e  dea l 
t o g e th e r  th e  w a y  I t ’s p r o ­
po sed” and  re sum e d e lib e ra ­
tion s w ith  P e te rsb u rg  la te r . 
H ow ever, he w a rn ed  th a t th e  
pow er a u th o r i ty  is u n lik e ly  to 
be as w illin g  to  com prom ise 
la te r.

A t s ta k e  in  th e  ta lk s , ac­
co rd ing  to  C raw fo rd , is  th e  
s ta te w id e  e n e rg y  p ro g r a m ’s 
re p u ta tio n  am ong ' m a jo r len d ­
ing  in s titu tio n s .

T he 7 cu r-D am  p ro je c ts  — 
Sw an  L ak e , T e rro r L ake , Solo-'

. m on  G ulch and  L ake T yee  —
' cum u la tiv e ly  cost ab o u t $465 

m illio n . T hey w ere fin an ced  
b y  a  m ix tu re  o f s ta te  g ra n ts  • 
a n d  a b o u t  $200 m i l l i o n  in  
sh o r t- te rm  loans th a t b eg in  to  
becom e p ay ab le  in  May. C raw ­
fo rd  w an ts  to  m a rk e t rev en u e  
bond s to  convert th e  sh o r t­
te rm , h ig h - in te r e s t  d e b t  to  
long -te rm  bonds.

U n le ss the  bonds a r e  so ld , 
th e  leg is la tu re  w ill e i th e r  h av e  
to  a p p ro p r ia te  u p  to $200 m i l - . 
lio n  to  p a y  off th e  sh o r t- te rm  . 
loans, a s k  fo r delays in  p ay in g  
o ff th e  loans, o r default" N one 
a re  con sidered  appea ling  a lte r- . 

■ n a tiv e s , and  d efau lt — w ith  
c a r ry o v e r effects on b o nd  r a t ­
ings th ro u g h o u t A lask a  — ?p- 
p e a rs  th e  leas t likely .

To m a rk e t th e  Fou r-D am  
b o n d s , h o w e v e r , t h e  A P A  
need s p ow er supp ly  co n tra c ts  
w ith  th e  u ti l it ie s  se rv in g  th e  
c o m m u n it ie s  o f P e te r s b u rg , 
W rangell, K etch ikan , K od iak , 
V aldez and  G lennallen . ,

’ The u tilit ie s , c ritica l o f tn e  
A PA ’s perfo rm ance in  p l a n - 1 
r i in g  an d  bu ild ing  the  p ro je c ts , 
h av e  a rg u ed  th a t h yd ro e lec tric  
p ow e r w ou ld  cost th em  sub ­
s t a n t i a l l y  m o re  th a n  t h e i r
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Power authority proposes subsidy for utilities in dam pool L*
p re sen t d iese l-fired  g en e ra tion  
fo r th e  n ex t sev e ra l y ea rs . The 
l fund  w as p roposed  to 
s a tis fy  th a t concern .

T he u ti l i t ie s  a lso  p o in t ou t 
th a t  s ta te  o ffic ia ls o rig in a lly  
p lann ed  to  com p le te ly  fin ance 
th e  h y d ro  p ro je c ts  th r o u g h  
s ta te  g ran ts , w ith  no c a rry ov e r 
deb t.

Som e u ti l i ty  o ffic ia ls also 
qu es tio n  th e  A P A ’s assum p- 
rions abou t fu tu re  e lec tric  de­
m a n d  in  th e i r -  c o m m u n it ie s .

T h e  pow er a u th o r i ty ’s tra c k  
record  o f p red ic tio n s fo r th e  
fo u r h yd ro  p ro je c ts  does no t 
in s p i r e  c o n f id e n c e , u t i l i t y  
spokesm en  sa id . T he ap p ro x i­
m a te ly  5,000 re s id en ts  o f Pe­
te rsb u rg  an d  W rangell, fo r ex ­
am p le , w ill need  on ly  abou t 
one-th ird  th e  p ow e r th e  L ak e  
Tyee p ro je c t is capab le  o f p ro ­
d u c in g , a n d  p ro je c t io n s  re ­
leased  M onday show  th a t  level 
o f d em and  w ill n o t inc rease 
m a r k e d ly  a t  l e a s t  th r o u g h  
1995.

B u t, th e y  sa id , on ly  tw o 
y ea rs  ago th e  A PA  decided to 
d o u b le  th e  c a p a c i ty  o f th e  
Tyee p ro je c t from  10 m ega­
w a t ts  — now  deem ed  su ffi­
c ien t a t  le a s t th ro u gh  th e  tu rn  
o f th e  cen tu ry  — to  20 m ega­
w a tts . The p ro je c t, o rig in a lly  
e s tim a ted  to  cost ab o u t $45> 
m illion , is now  app roach ing  
$130 m illion  w ith  com m ercia l 
o p e ra tio n  expec ted  to  beg in  
th is  y ea r;
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D EPA RTM EN T  OF LAW
OFFICE O F  T H E  A T T O R N E Y  GE N E R A L

F e b r u a r y  17 , 1984

The H o n o ra b le  B e t t y e  Fahrenkam p,  Chairman 
S e n a te  R e so u rc e  Committee  
A la s k a  S t a t e  S e n a te  
Pouch V
J u n e a u ,  AK 99811

'8<{
BILL SHEFFIELD, GOVERNOR

REPLY TO:

□  1031 W 4th A VENUE 
SUITE 200
ANCHORAGE, ALASKA 99501 
PHONE: (907) 276-3550

□ 1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS, ALASKA 99701 
PHONE: (907) 452-1568

□  POUCH K ■ STATE CAPITOL 
JUNEAU, ALASKA 99811 
PHONE: (907) 465-3600

Re: SJR 32

D ear  S e n a to r  Fahrenkamp:

You h a v e  a s k e d  t h i s  o f f i c e  t o  a n sw e r  a number o f  
q u e s t i o n s  r e g a r d i n g  t h e  p r o p o s e d  m a jo r  p r o j e c t s  fu nd  i n  SJR 32 
and i t s  p o t e n t i a l  u s e  f o r  f u n d i n g  t h e  S u s i t n a  h y d r o e l e c t r i c
p r o j e c t .  The f o l l o w i n g  a r e  y o u r  q u e s t i o n s  and  o u r  r e s p o n s e s  t o  
them.

Q u e s t i o n  1 - -  Would t h e  p r o j e c t  b e  p a r t  o f  t h e  E nergy  
Program  f o r  A l a s k a ,  t o  b e  a d m i n i s t e r e d  by  t h e  A l a s k a  Power 
A u t h o r i t y ?  I f  s o ,  w h a t  would  be  t h e  e f f e c t  o f  e x em p t in g  t h e
S u s i t n a  p r o j e c t  f rom t h e  Energy  Program?

Answer - -  The q u e s t i o n  o f  w h e t h e r  S u s i t n a  i s  p a r t  o f  
t h e  e n e rg y  p ro g ram  f o r  A l a s k a  (p rogram )  depend s  on w h e t h e r  t h e  
l e g i s l a t u r e  a u t h o r i z e s  i t  a s  a p r o j e c t  i n  t h e  p ro g ram ,  and
w h e t h e r  money i s  a p p r o p r i a t e d  t o  t h e  p r o j e c t  d e v e lo p m e n t  f u n d  i n  
t h e  p rogram  t o  pay f o r  c a p i t a l  c o s t s  o f  t h e  p r o j e c t .

I f  S u s i t n a  i s  exem pted  from t h e  p ro g ram ,  i t  would  
p re s u m a b ly  be  o p e r a t e d  by t h e  a u t h o r i t y  b u t  t h e  p a y b ac k  f o r m u la  
f o r  d e b t  s e r v i c e  and money from t h e  m a jo r  p r o j e c t s  fu n d  would  be  

jQ o u t s i d e  o f  t h e  s h a r e d  d e b t  s e r v i c e  p r o v i s i o n s  i n  AS 4 4 . 8 3 . 3 9 8 .  
. T h e r e  i s  a p r o v i s i o n  i n  AS 4 4 .8 3 .0 9 0  f o r  power s a l e s  c o n t r a c t s  

* be tw ee n  t h e  a u t h o r i t y  and  u t i l i t i e s  o u t s i d e  o f  t h e  e n e r g y  p rog ram  
f o r  A la s k a .  T h e re  i s  n o t h i n g  i n  t h a t  s e c t i o n  r e f e r r i n g  t o  p a y ­
b a c k  o f  t h e  s t a t e ' s  c a p i t a l  i n v e s t m e n t  as  p a r t  o f  t h e  c o s t  o f  
pnwer u n d e r  t h e  c o n t r a c t ,  b u t  an amendment p r o v i d i n g  f o r  p ayb ack  
c o u l d  be added .

T h e re  i s  c u r r e n t l y  a s i g n i f i c a n t  q u e s t i o n  c o n c e r n i n g  
t h e  a u t h o r i t y ' s  a b i l i t y  t o  g e t  t a x  exempt f i n a n c i n g  f o r  S u s i t n a  
i f  i t  e n t e r s  i n t o  power s a l e s  c o n t r a c t s  w i t h  i n v e s t o r  owned 
u t i l i t i e s .  A b i l l  wi l l  s o on be  i n t r o d u ced, w h ic h  would  a l l o w  t h e
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The Honorable Bettye Fahrenkamp
Chairman, Senate Resource Committee

February 17, 1984
Page 2

a u t h o r i t y  t o  make d i r e c t  s e r v i c e  c h a r g e s  t o  r e t a i l  consum ers  i n  
an  e f f o r t  t o  a v o id  t h e s e  f i n a n c i n g  p r o b le m s .  The d i r e c t  s e r v i c e  
r a t e  c h a r g e d  w ou ld  be  b a s e d  on t h e  w h o l e s a l e  power r a t e  i n  AS 
4 4 .8 3 .3 8 9  f o r  p r o j e c t s  i n  t h e  p ro g ram .  F o r  o t h e r  p r o j e c t s  t h e  
p r o v i s i o n s  o f  AS 4 4 .8 3 .0 9 0  would  a p p l y .

Q u e s t i o n  2 - -  AS 4 4 . 8 3 . 3 9 2  r e q u i r e s  t h a t  e x e r t s
a p p r o p r i a t i o n s  a t  tE e  end o f  a c o n s t r u c t i o n  p r o j e c t  l a p s e  i n c o  
t h e  g e n e r a l  f u n d .  Would t h i s  p r o h i b i t  a  r e t u r n  o f  e x c e s s  fu n d s  
t o  t h e  m a jo r  p r o j e c t s  fund?  I f  s o ,  p l e a s e  s u g g e s t  s t a t u t o r y  
l a n g u a g e  t h a t  would  a l l o w  e x c e s s  fu n d s  t o  l a p s e  t o  t h e  m a jo r  
p r o j e c t s  fu n d

Answer - -  I f  a p p r o p r i a t i o n s  w ere  made from t h e  m a jo r  
p r o j e c t s  fu n d  to  t h e  power d e v e lo p m e n t  fu n d  (AS 4 4 . 8 3 . 3 8 2 ) ,  t h e n  
t h e  p r o v i s i o n s  o f  AS 4 4 .8 3 . 3 9 2  would  a p p e a r  t o  p r o h i b i t  t h e  
r e t u r n  o f  e x c e s s  fu n d s  t o  t h e  m a jo r  p r o j e c t s  fu n d .  AS 4 4 .8 3 .3 9 2  
c o u l d  be  amended a s  f o l l o w s :

I f  a t  t h e  end o f  c o n s t r u c t i o n  o f  a  power p r o j e c t  
a p p r o p r i a t i o n s  f o r  t h e  power p r o j e c t  e x c e e d  t h e  
amount r e q u i r e d  f o r  c o n s t r u c t i o n  o f  i t ,  t h e  e x c e s s  
l a p s e s  i n t o  t h e  g e n e r a l  f u n d .  However, any e x c e s s 
d e r i v e d  from money a p p r o p r i a t e d  t o  t h e  fund  front 
t h e  m a jo r  p r o j e c t s  fu n d  e s t a b l i s h e d  by A r t . I X ,
s e c .  1/  o f  t h e  A l a s k a  C o n s t i t u t i o n  l a p s e s  i n t o  t h e
m a jo r  p ro jec ts~~Tund.

Q u e s t i o n  3 - -  AS 4 4 . 8 3 . 3 9 8 ( b )  i n t i m a t e s  t h a t  once t h e
d e b t  s e r v i c e  on a power p r o j e c t  h a s  b e e n  p a i d ,  t h e  w h o l e s a l e
power r a t e  can  r e f l e c t  o n l y  o p e r a t i n g  and m a in t e n a n c e  c o s t s .  I s  
t h i s  a c o r r e c t  i n t e r p r e t a t i o n ?  I f  s o ,  how can  we a s s u r e  t h e
S t a t e ' s  r i g h t  t o  c a s h  f lo w  from t h e  p r o j e c t  a f t e r  payment o f  a l l
o t h e r  e x p e n se s?

Answer  - -  W hile  t h e r e  i s  no s p e c i f i c  p r o v i s i o n  i n  AS 
4 4 . 8 3 .3 9 8 (b )  f o r  r e t u r n  o f  t h e  s t a t e ' s  c a p i t a l  i n v e s t m e n t  i n  a 
p r o j e c t  i n  t h e  p ro g ram ,  t h e  s t a t e  does  c o n t i n u e  t o  r e c e i v e  c a s h  
f lo w  from a p r o j e c t  a f t e r  payment  o f  d e b t  s e r v i c e  i s  c o m p le te d  as  

^  lo n g  as  new p r o j e c t s  have  b e e n  added  t o  t h e  p ro g ia m .  T h is  i s  
b e c a u s e  a  p r o j e c t ' s  " p r o p o r t i o n a t e  s h a r e  c f  d e b t  s e r v i c e "  i s  n o t  
s im p ly  t h e  amount o f  d e b t  a c t u a l l y  a t c r i b u t a b l e  t o  that :  p r o j e c t .
P r o p o r t i o n a t e  s h a r e  o f  d e b t  s e r v i c e  i s  d e f i n e d  i n  AS
4 4 . 8 3 , 3 9 8 ( g ) . The f o l l o w i n g  e q u a t i o n  s e t s  i t  o u t  v e r y  s im p ly :
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s t a t e ' s  i n v e s t m e n t  i n  t h e  p r o j e c t  d e b t  s e r v -
     __________  X i c e  on
s t a t e ' s  i n v e s t m e n t  i n  a l l  p r o j e c t s  s t a t e
i n  t h e  e n e rg y  p ro g ram  f o r  A la s k a  b o n d s /

l o a n s  i n  
p ro g ram

The n u m e r a to r  a b o v e ,  t h e  " s t a t e ' s  i n v e s t m e n t  i n  a power 
p r o j e c t , "  i n c l u d e s  a l l  s t a t e  money i n v e s t e d  i n  a p r o j e c t ,  i n c l u d ­
i n g  l o a n s ,  g r a n t s  and p r o c e e d s  f rom  b o n d s ,  l e s s  p r i n c i p a l  r e p a y ­
m en ts  on t h e  p r o j e c t ' s  p r o p o r t i o n a t e  s h a r e  o f  d e b t  s e r v i c e  on 
s t a t e  l o a n s  and b o n d s .  The d e n o m i n a t o r ,  t h e  " s t a t e ’ s i n v e s t m e n t  
i n  a l l  power p r o j e c t s  i n  t h e  e n e r g y  p ro g ram  f o r  A la s k a "  i s  a l l  
s t a t e  i n v e s t m e n t s  d e s c r i b e d  above  f o r  a l l  power p r o j e c t s  i n  t h e  
p ro g ram  e x c e p t  i n v e s t m e n t s  i n  i n t e r t i e s ,  l e s s  p r i n c i p a l  r e p a y ­
m ents  on bonds and s t a t e  l o a n s  i s s u e d  f o r  t h e  power p r o j e c t s .

T h i s  means t h a t  even  when t h e  d e b t  a t t r i b u t a b l e  t o  a 
p r o j e c t  h a s  b e en  p a i d  o f f ,  i t  c o n t i n u e s  t o  h a v e  a p r o p o r t i o n a t e  
s h a r e  o f  d e b t  s e r v i c e  b a s e d  upon t h e  r e m a in i n g  amount o f  t h e  
s t a t e ' s  i n v e s t m e n t  i n  t h e  p r o j e c t .  I n  t h i s  way t h e  s t a t e  does 
c o n t i n u e  t o  g e t  a p ay b ack  f rom t h e  p r o j e c t  a f t e r  d e b t  s e r v i c e  on 
t h e  p r o j e c t  h a s  b e en  p a i d  o f f .  However, i f  t h e r e  i s  a  d e s i r e  f o r  
c o n c u r r e n t  payback  o f  d e b t  s e r v i c e  and c a p i t a l  c o n t r i b u t i o n s ,  
amendment t o  t h e  w h o l e s a l e  power r a t e  f o r m u la  i s  n e c e s s a r y .

Qu e s t i o n  A - -  AS AA.8 3 . 3 9 8 (c )  r e q u i r e s  t h a t  money 
r e c e i v e d  f rom t h e  s a l e  o f  power be  p l a c e d  i n  t h e  g e n e r a l  fu nd  
e x c e p t  f o r  money i t  h a s  p l e d g e d  t o  s e c u r e  b o n d s .  SJR 32 r e q u i r e s  
t h a t  a  p r o j e c t  must  e a r n  enough d u r i n g  i t s  l i f e  t o  r e p a y  th e  
m a jo r  p r o j e c t s  fu n d .  Would t h e  t e rm s  o f  t h e  C o n s t i t u t i o n a l  
amendment s u p e r s e d e  t h e  s t a t u t e ,  o r  would  an amendment t o  t h e  
s t a t u t e  be n e c e s s a r y ?  I f  an  amendment i s  n e c e s s a r y ,  p l e a s e  
s u g g e s t  a p p r o p r i a t e  l a n g u a g e .

Answer - -  An amendment t o  t h e  s t a t u t e  would  be
p r e f e r a b l e .

(c )  The a u t h o r i t y  s h a l l  t r a n s m i t  a l l  t h e  money 
t h a t  i t  r e c e i v e s  u n d e r  ( a )  o f  t h i s  s e c t i o n  [TO THE 
COMMMISSIONER OF REVENUE FOR DEPOSIT IN THE STATE 
GENERAL FUND]_j_ e x c e p t  f o r  money i t  h a s  p l e d g e d  o r  
o t h e r w i s e  c o v e n a n te d  t o  s e c u r e  b o n d s [ . ] ,  t o  th e  
c o m m iss io n e r  o f  r e v e n u e  f o r  d e p o s i t ,  a s  a p p r o p r i ­
a t e ,  i n  e i t h e r
(1)  t h e  s t a t e  g e n e r a l  fu n d ;  o r
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(2) i n  t h e  m a jo r  p r o j e c t s  fu n d  e s t a b l i s h e d  by
A r t .  IX, s e c .  17 o f  t h e  A l a s k a  C o n s t i t u t i o n  i f
c a p i t a l  a p p r o p r i a t i o n s  f o r  a power p r o j e c t  were
a p p r o p r i a t e d  from t h e  m a jo r  p r o j e c t s  fu n d .

Q u e s t i o n  5 - -  Under SJR 3 2 ,  t h e  m a jo r  p r o j e c t s  fund  
must  be  r e p a i d  d u r i n g  t h e  " l i f e "  o f  t h e  p r o j e c t .  Would t h i s  mean 
economic l i f e  ( s a y ,  50 y e a r s  f o r  a hy d ro  p r o j e c t )  o r  p h y s i c a l  
l i f e  (75-10 '  y e a r s ) ?

9

a n sw er  - -  W hile  t h e  "econom ic  l i f e "  o f  a hy d ro  p r o j e c t  
i s  a b o u t  50 y e a r s , i t  can  c o n t i n u e  t o  p ro d u c e  power f o r  q u i t e  a 
few y e a r s  a f t e r  t h a t .  " L i f e  o f  t h e  p r o j e c t "  s h o u l d  mean th e  
p e r i o d  o f  t im e  d u r i n g  w h ich  t h e  p r o j e c t  i s  c a p a b l e  o f  p r o d u c in g  
r e v e n u e  t o  pay b a ck  t h e  s t a t e ,  o r  t h e  " o p e r a t i o n a l  l i f e "  o f  t h e  
p r o j  e c t .

Q u e s t i o n  6 - -  AS 4 4 . 8 3 . 3 8 4 ( b )  r e q u i r e s  t h a t  any p r o j e c t  
w i t h i n  t h e  e n e rg y  p ro g ram  be  e c o n o m i c a l l y  f e a s i b l e  and p r o v i d e  
t h e  l o w e s t  r e a s o n a b l e  power c o s t  t o  u t i l i t y  c u s t o m e r s .  The c o s t  
o f  power f rom t h e  S u s i t n a  p r o j e c t  t o  c u s to m e r s  would  be  p a r t i a l l y  
d e p e n d e n t  on w h e t h e r  t h e  S t a t e  w a n t s  i t s  i n v e s t m e n t  b a ck  r i g h t  
away o r  a f t e r  a g r a c e  p e r i o d .  S i n c e  p r o j e c t s  i n  t h e  c u r r e n t  
e n e r g y  p rogram  a r e  n o t  r e q u i r e d  t o  ms&e any p r i n c i p a l  repaym en t  
on t h e  amount i n v e s t e d  by t h e  s t a t e ,  i s  a  s t a t u t o r y  framework 
n e e d e d  to  a l l o w  t h e  S t a t e  t o  r e c e i v e  a r e t u r n  on i t s  i n v e s tm e n t ^ ?

Answer - -  See t h e  r e s p o n s e s  t o  q u e s t i o n s  3 - 5 .  While
t h e r e  a r e  no e x p l i c i t  p r o v i s i o n s  i n  AS 4 4 .8 3 .3 9 8  f o r  rep a y m en t  o f
t h e  s t a t e ' s  c a p i t a l  i n v e s t m e n t ,  t h e  w h o l e s a l e  power r a t e  fo rm u la
d o e s ,  i n  e f f e c t ,  p r o v i d e  f o r  r ep a y m en t  o f  t h e  s t a t e ' s  c a p i t a l  
i n v e s t m e n t  i n  t h e  p r o j e c t  - a f t e r  d e b t  s e r v i c e  h a s  been  p a i d  o f f  
- -  i f  t h e r e  have  b e en  a d d i t i o n a l  p r o j e c t s  added  t o  t h e  sy s te m .  
Amendment would be  n e c e s s a r y  i f  p ay b ack  on t h e  i n v e s t m e n t  i s  t o  
be  made c o n c u r r e n t l y  w i t h  p ayback  on t h e  d e b t  s e r v i c e  o f  t h e  
p r o j e c t  o r  i f  t h e  payback  r e q u i r e m e n t  i s  t o  b e  made e x p l i c i t .

^ . C o n c u r r e n t  payback  would  p r o b a b l y  a f f e c t  t h e  economic  f e a s i b i l i t y  
o f  a  p r o j e c t  s i n c e  t h a t  i s  i n e x t r i c a b l y  t i e d  t o  w h o l e s a l e  power 
r a t e s  f o r  t h e  p r o j e c t .

Q u e s t io n  7 - -  Do you s e e  any o t h e r  s t a t u t o r y  b l o c k s  
t h a t  would p r o h i b i t  t h e  u s e  o f  m a jo r  p r o j e c t  fu n d  monies  f o r  t h e  
S u s i t n a  p r o j e c t ?

Answer - -  Not r i g h t  a t  t h e  moment.
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r a i s e .
Ue hope  t h i s  a d e q u a t e l y  an sw e rs  t h e  q u e s t i o n s  you

S i n c e r e l y  y o u r s ,

NORMAN C. GORSUCH 
ATTORNEY GENERAL

By:
M a r th a  A. Fox 

A s s i s t a n t  A t t o r n e y  G e n e ra l

NCG:MAF: e j a
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You have  a s k e d  s e v e r a l  q u e s t i o n s  a b o u t  t h e  i m p l e m e n ta t io n  o f  
t h e  p r o p o s e d  m a jo r  p r o j e c t s  fun d  (SJR 3 2 ) ,  i f  t h a t  fu n d  i s  
e s t a b l i s h e d  by amendment t o  t h e  A la s k a  S t a t e  C o n s t i t u t i o n .

F i r s t ,  you have  a s k e d  w ha t  s t a t u t o r y  framework would  be 
n e c e s s a r y  t o  a l l o w  rep a y m en t  o f  money a p p r o p r i a t e d  f rom  t h e  
m a jo r  p r o j e c t s  f u n d .  As c u r r e n t l y  d r a f i e d ,  s e c t i o n  1 7 (c )  o f  
t h e  c o n s t i t u t i o n a l  amendment i n d i c a t e s  t h a t  t h e  l e g i s l a t u r e  
s h a l l  " d e d i c a t e  by law" s u f f i c i e n t  p r o j e c t  r e v e n u e  to  r e p a y  
t h e  money expended  f rom  t h e  m a jo r  p r o j e c t s  f u n d .  To " d e d ­
i c a t e  by law" p re s u m a b ly  means t h a t  l e g i s l a t u r e  must  e n a c t  a 
s t a t u t e  t h a t  r e q u i r e s  p r o j e c t  r e v e n u e s  t o  be  p a i d  i n t o  t h e  
m a jo r  p r o j e c t s  f u n d .  T h i s  c o u ld  be  done by e n a c t i n g  a r e ­
payment s c h e d u l e  a t  t h e  same t im e  a p r o j e c t  i s  a p p ro v e d .
The rep a y m en t  s c h e d u l e  can  be  f l e x i b l e ,  s i n c e  no r e ­
s t r i c t i o n s  on rep a y m en t  a r e  c o n t a i n e d  i n  t h e  p r o p o s e d  
c o n s t i t u t i o n a l  amendment o t h e r  t h a n  t h a t  t h e  m a jo r  p r o j e c t s  
fu n d  m us t  be  r e p a i d  " d u r i n g  t h e  l i f e  o f  t h e  p r o j e c t " .  T h is  
means ,  f o r  exam ple ,  t h a t  rep ay m en t  c o u ld  be  d e l a y e d  u n t i l  
*-Ft-av p r o j e c t  d e b t  o r  d e b t  s e r v i c e  i s  r e p a i d ,  a s  lo n g

o r  p r o j e c t s  f u n d  i s  r e p a i d  w i t h i n  t h e  l i f e  o f  t h e  
T he re  i s  c u r r e n t l y  no r e q u i r e m e n t  t h a t  t h e  money

* — ------ fun d  be r e p a i d  w i t h  i n t e r e s t  and
due from a p r o j e c t  t o  t h e

as  t h e  m a jo r  
p r o j e c t .

/ f r o m  t h e  m a jo r  p r o j e c t s  
t h u s  no d e b t  s e r v i c e  
p r o j e c t s  f u n d .

i s maj o r

Second ,  you have  a s k e d  wha t  s t a t u t o r y  l a n g u a g e  i s  n e c e s s a r y  
t o  a l l o w  e x c e s s  a p p r o p r i a t i o n s  from t h e  m a jo r  p r o j e c t s  fun d  
t o  l a p s e  i n t o  t h a t  fu n d .  To a c c o m p l i s h  t h i s  p u r p o s e  t h e
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l e g i s l a t u r e  can  e i t h e r  amend t h e  p r o p o s e d  c o n s t i t u t i o n a l  
l a n g u a g e  t o  r e q u i r e  t h a t  e x c e s s  a p p r o p r i a t i o n s  l a p s e  i n t o  
t h e  m a jo r  p r o j e c t s  f u n d ,  o r  can  p u t  a l a p s e  c l a u s e  i n  t h e  
a p p r o p r i a t i o n  b i l l  t h a t  m ust  be  p a s s e d  t o  f i n a n c e  a p r o j e c t .

T h i r d ,  you hav e  a sk e d  xtfhat s t a t u t o r y  f ramework i s  r e q u i r e d  
t o  a l l o w  t h e  s t a t e  t o  r e c e i v e  a r e t u r n  on i t s  e q u i t y  i n v e s t ­
ment  i n  a power p r o j e c t  once  t h e  d e b t  s e r v i c e  i s  p a i d  o f f .
By t h i s  q u e s t i o n  I  u n d e r s t a n d  you t o  mean t h a t  you a r e  
i n t e r e s t e d  i n ‘mechanism t h a t  wou ld  d e f e r  paym ents  t o  t h e  
m a jo r  p r o j e c t  fun d  u n t i l  any d e b t  s e r v i c e  i n c u r r e d  i n  
f i n a n c i n g  t h e  p r o j e c t  i s  p a i d .  As I  n o t e d  ab o v e ,  t h e r e  i s  
no p r e c i s e  r e q u i r e m e n t  on how t h e  m a jo r  p r o j e c t s  fu n d  i s  to  
be  r e p a i d .  The l e g i s l a t u r e  c o u ld  p r o v i d e  by s t a t u t e  f o r  
d e f e r r a l  o f  rep a y m en t  t o  t h e  m a jo r  p r o j e c t s  f u n d  u n t i l  
o t h e r  d e b t  h a s  b e en  d i s c h a r g e d .  The o n ly  d a n g e r  w i t h  t h i s  
a p p ro a c h  i s  t h a t  v n f o r e s e e n  c i r c u m s t a n c e s  m ig h t  r e d u c e  t h e  

i' p r o j e c t  r e v e n u e s  n e e d e d  t o  r e p a y  b o t h  t h e  m a jo r  p r o j e c t s  
f u n d  and o t h e r  p r o j e c t  d e b t ,  i n  w h ic h  c a s e  t h e  m a jo r  
p r o j e c t s  fu n d  would  n o t  be  r e p a i d  i f  i t s  r ep a y m en t  i s  d e ­
f e r r e d .

F i n a l l y  you h av e  a s k e d  f o r  an o u t l i n e  o f  t h e  p r o c e s s  
r e q u i r e d  f o r  " a  f i n a l  d e c i s i o n "  on c o n s t r u c t i o n  o f  t h e  
Watana Dam i n  t h e  S u s i t n a  p r o j e c t .  AS 4 4 .8 3 .3 3 0  r e q u i r e s  
t h a t  a c o n s t r u c t i o n  c o n t r a c t  be  e n t e r e d  w i t h i n  one y e a r  o f  
a p p r o v a l  o f  t h e  p r e l i m i n a r y  r e p o r t  on t h e  p r o j e c t .  A f i n a l  
d e c i s i o n  a p p r o v in g  c o n s t r u c t i o n  t h e r e f o r e  r e q u i r e s  a s t a t u t e  

X a p p r o v i n g  t h e  p r e l i m i n a r y  r e p o r t  and  n e c e s s a r y  s u p p o r t i n g  
l e g i s l a t i o n  to  a p p ro v e  a p l a n  o f  f i n a n c e  u n d e r  AS 4 4 . 8 3 . 3 6 0 .  
A f i n a l  d e c i s i o n  d i s a p p r o v i n g  t h e  p r o j e c t  would  have  t o  be 
i n  t h e  form o f  a s p e c i a l  law e n a c tm e n t  s t a t i n g  t h a t  t h e  
p r o j e c t  i s  d i s a p p r o v e d .

LHA: o jb  
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Members present:

M embers absent:

SJR 42

H J R  57

HB 589

HB 684

D o n  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

R e p . 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, I1B 589, HB 

684; opposed to proposed CSs.



D o n  Grimes (Anch LIO)
First Southwest Bank 

Dallas, Texas 
No telephone given

Position statement: Gave technical details generally opposed to CSs.

L ewis Greenbaum (Anch LIO)

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 to Susitna Blackmail Clause

PREVIOUS ACTION

Please refer to bill histories

ACTION NARRATIVE

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.

Don Kubley spoke in favor of the resolution.

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.

Tape No 22A 
Recording 

Number 0001

Number 0014 

Number 0065

Number 0074 Rep. Bussell made a statement that in his opinion



the Legislature should make a stronger statement 

regarding the federal classification of streams, 
etc.

N umber 0090

N umber 0205

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.

Number 0322

Number 0639

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.

Number 0748 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.

Number 0765

Number 0780

Rep. Ringstad asked about the sale of power from 

the four facilities. Mr. Crawford explained how 

the power is being sold and to whom.

Rep. Goll asked h o w  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.

Number 0793 Rep. Furnace asked a question regarding the 

number of subscribers to be served by the four 

facilities. A discussion ensued.

Number 0805 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.

Number 0845 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



Number 0855

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.

Number 0890 Rep. Ringstad asked what is the APA's approach 

between n ow 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.

Number 0910

Number 0930

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.

D on 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.

Number 0950

Number 0995

Rep. Liska asked what the hold-up is 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.

Number 1025 ✓
$3.

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.

Number 1085 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.

Number 1130 Rap. Uehling asked how much we would have to 

appropriate. Mr. Grimes replied that, assuming



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

Number 1165

Number 1178

Number 1190

Number 1215

Number 1295

Number 1305

Number 1335

Tape No. 22B 

Recording 

Number 0001

Number 0125

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 h ow 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.



Number 0160 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.

Number 0180

Number 0200

Rep. Liska asked h ow 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 

h a d .

Number 0222

Number 0245

Number 0280

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.

Number 0300

Number 0405

Rep. Bussell asked what happens if the Legislature 

appropriates $85 m i l lion 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.

Number 0410 At 7:05 p.m., Co-chairman Ringstad called



Number 0419

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.

Number 0500

Number 0540

Number 0595

Number 0645 

Number 0680

Number 0720 

Number 0745

Number 0825

Number 0845

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 

c h a n g e d .

Former Representative Frnie Haugen, Petersburg, 

spoke on the issue, saying that when originally 

conceived, Tyee was substantially smaller and less 

costly. Now, it'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.

Number 0978 Rep. Bussell asked a series of questions of Mr.



Haugen, regarding the surplus power capacity of 
Tyee, and a discussion ensued.

Tape No. 22C 

Recording 

Number 0026

Number 0055

Number 0075

Number 0089

Number 0100

Number 0107

Number 0125

Number 0150

Number 0160

D on Grimes, Anchorage, corrected Mr. Haugen, that 

the contracts being negotiated were no longer take 

or pay, but a variation - take and pay.

Rep. Va s k a  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, impairing the State's 

ability to sell bonds for any purpose.

Rep. Vaska asked h ow 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 h o w  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 ?t  plied 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 is in 

effect, the State will suffer a rate penalty. If



it is enough to drop the State's bond rating from 

A to Baaa, he said, that would cost 2% in 

interest.

Number 0238

Number 0240

Number 0242

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.

Number 0272

Number 0277

Number 0284

Number 0292 

Number 0298

Number 0310

Number 0350

Number 0360

Number 0390

Rep. Uehling moved and asked unanimous consent
that the committee adopt the proposed CS for HJR
57. Rep. Vaska objected.

Rep. Vaska removed his objection, and there being 

no further objection, the CS was adopted.

Rep. Uehling moved anJ asked unanimous consent

that the committee pass 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



by the spending limit, but that appropriations 

going out of the fund would not be.

Number 0456 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.

Number 0461 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.

Number 0572 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.

Number 0670 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.

Number 0700 Rep. Bussell said he was concerned that what we're

dealing with is supposed to be a major projects 

fund, and is not intende to answer every subsidy 

program in the statutes.

Number 0730 Rep. Goll stated that he is usually opposed to

lengthy constitutional amendments, but he supports 

the proposed amendment as it would be cost 

effective.

Number 0764 Rep. Larson stated that he supports the amendment,

but would reduce the 10% to 5%.

Number 0776 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 
f a i l e d .

Number 0780 Rep. Uehling moved and asked unanimous consent 

that the committee pass CSHJR 57, with individual



Number 0795

Number 0800

Number 0835

Number 0875

Number 0885 

Number 0892

Number 0910

Number 0925

Number 0930

Number 0940

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 
a d o p t e d .

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 

c h a n g e s .

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 

s u f f icient.

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



Association.

Number 0970 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.

Number 0980 Mr. Greenbaum said that if clarity is the goal,

he would suggest including the specific utilities.

Number 0992 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 W r a n g e l l ) , Swan Lake (City of K e t c h i k a n ) ,

Terror Lake (Kodiak Electric Association), and 

Solomon Gulch (Copper Valley Electric 

Association)". There was no objection, and the 

amendment was adopted.

Number 1030 Rep. Goll made a point regarding third party

purchasers of the power.

Number 1045 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.

Number 1064 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, Lis’ca, Cowdery, Uehling and 

Ringstad v >ting yea, and Rep. Vaska voting no. 

Reps. Goll and Larson abstained from voting. The 

CS was then a d o p t e d .

Number 1080 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.

Number 1085 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.

Number 1140 The vote on the amendment was taken, with Reps. 

Goll and Vaska voting yea, and Reps. Larson, 

Bussell, Liska, Cowdery, Uehling and Ringstad


