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T e chnical Amendment to HB 576 and/or SB ^ 2  

A M E N D  C S H B  5 7 6  ( R E S > ,  P A G E  1, L I N E  1 4 :

A d d  immediately before the words, "The commissioner" in Sec. 2(a) 

the following clause:

"Subject to the terms' and conditions of Paragraph 19(B) of 

that certain agreement entitled, '1982 CUT Settlement Agreement'," [t]he



March 16, 1984

/
✓

The Honorable Albert Adams 
Chairman, House Finance Committee 
Alaska State House of Representatives 
Pouch V
Juneau, AK 99811

Re: CSHB 576 (grant of state land
to City of Whittier)

Dear Representative Adams:

Thi3 letter is to bring to your attention possible con­
stitutional problems with CSHB 576 ("An Act relating to u grant 
of state land to the City of Whittier"), which has been referred 
to the Finance Committee. The most serious question is whether

C
this bill violates the state constitutional prohibition against 
"local and special" legislation. Article II, section 19, of the 
Alaska Constitution provides as follows:

The legislature shall pass no local or spe­
cial act if a general act can be made applicable. 
Whether a general act can be made applicable shall 
be subject to judicial determination. Local acts 
necessitating appropriations by a political subdi­
vision may not become effective unless approved by 
a majority of the qualified voters voting thereon 
in the subdivision affected.

CSHB 576 requires the commissioner of natural resources 
to grant 660 acres of state land to the City of Whittier because 
"the City of Whittier is uniquely lacking in available private 
land." In Abrams v. State, 534 P.2d 91 (Alaska 1975), the Alaska 
Supreme Court held that legislation is not "local" merely because 
it operates on only a limited number of gee graphical areas, rath­
er than on a statewide geographical basis. 534 P.2d at 94. In- 

^ s t e a \  the test for whether legislation is local and special is 
I whether the legislation is "reasonably related to a matter of 
\_common interest to the whole state." It is quite doubtful that 
the amount of private land available in the City of Whittier is 
of statewide Interest. Nonetheless, local and special acts are 
✓prohibited only if "a general act can be made applicable." Thus, 
( the question is whether the problem faced by the City of Whittier 
L/pan be resolved by a general act.
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The Honorable Albert A d am s, Chairman 
House Finance Committee 
Re: CSHB 576

March 16, 1984 
Page 2

From the Department of Natural Resources, I have 
learned that the City of Whittier’s predicament is largely the 
result of the fact that it did not receive any land under 
AS 29.18.190 —  29.18.200 or AS 29.18.202 because there was no 
"vacant, unappropriated, unreserved state land" located within 
its boundaries. The Department of Natural Resources has also in­
formed me that the City of Whittier is not unique in this re­
spect. There are other cities that also did not receive any land 
under these statutes, or received only a negligible amount of 
land from the state.

This suggests that the problem faced by the City of | 
Whittier can be resolved by general legislation that addresses 
the problem of all cities thai. did not receive any land, or re- I 
ceived only a negligible amount of land, under the entitlement/ 
statutes. One form of such legislation would be a law requiring 
the Department of Natural Resources to grant to all such cities a 
certain percentage of the state land that becomes available for 
disposition in the vicinity of the city. Another form of general 
legislation addressing this problem would be a law requiring the 
payment of money by the state to these cities for the deficiency 
of suitable land. This would be similar to AS 29.18.208, which 
requires such payment to boroughs and unified municipalities. 
These forms of legislation would not only constitute general 
acts, but would also avoia the initial problem of being local or 
special legislation because there is a statewide interest in re­
dressing the problems faced by an entire group of similarly sit­
uated cities.

There is one other potential constitutional issue 
raised by this bill, although it is not of the same magnitude as 
the local and special legislation problem. In Thomas " . Bai­
ley, 595 P.2d 1 (Alaska 1979), the Alaska Supreme Couit concluded 
that the word "appropriations" includes dispositions of land, as 
well as of money. 595 P.2J at 7. ^his conclusion was reached in 
the context of determining whethe the Beirne Initiative was an 
impermissible appropriation under article XI, section 7, of the 
Alaska Constitution, which prohibits using an initiative to make 
appropriations. The court could logically give "appropriations" 
the same definition for purposes of article II, section 13, which 
states that "[b]ills for appropriations shall be confined to ap­
propriations." Accordingly, it is possible that paragraphs (c) 
and (d) cannot be included in this bill, even if the local and 
special legislation problem were overcome, because these para­
graphs arguably set out impermissible riders on the "appropria­
tion." More significantly, this analysis would make it impermis­
sible to include this bill in another bill relating to public 
lands.



The Honorable Albert Adams, Chairman March 16 1984
House Finance Committee A S
Re: CSHB 576 PaSe 3

. , . . Please note that these comments do not represent the 
Administration s policy posture on this bill; rather, they indi­
cate the constitutional issues that are presented by the bill in 
Its current form. J 1

Sincerely,

NORMAN C. GORSUCH 
ATTORNEY GENERAL

By:
Margot10. Knuth 

Assistant Attorney General

MOK:dim

cc: Arthur H. Peterson
Assistant Attorney General

OyVWyit



♦

COMMITTEES

CHAIRMAN
HOUSE TRANSPORTATION

(9 0 7 )8 3 5 *4 5 6 8 MEMBER

WHILE IN JUNEAU 

POUCHV 

JUNEAU. ALASKA 99811 

(9 0 7 )4 6 5 *4 8 5 8  

(9 0 7 )5 8 6 *2 6 6 0

BHnnfie nf iRejiresentatiueB COALITION POLIO/ COMMITTEE 
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AND
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J a n u a r y  2 5 ,  1 9 8 4

S e n a t o r  B e t t y e  F a h r e n k a m p  

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r  F a h r e n k a m p :

E n c l o s e d  f o r  y o u r  i n f o r m a t i o n  is C i t y  o f  W h i t t i e r  R e s o l u t i o n  

N o .  1 - 1  ̂  -84 .

W h i t t i e r  h a s  no l a n d  b a s e  at t h e  p r e s e n t  t i m e .  T h e  p r o p o s e d  

l a n d  a c q u i s i t i o n  w i l l  go a l o n g  w a y  t o w a r d  m a k i n g  a p l a n n e d ,  

w e l l  d e v e l o p e d  c i t y  w i t h  « i l f - b o n d i n g  c a p a c i t y .

W e  w o u l d  g r e a t l y  a p p r e c i a t e  y o u r  s u p p o r t  in o u r  a t t e m p t  to 

m a k e  t h e  C i t y  o f  W h i t t i e r  a v i a b l e ,  s e l f - s u f f i c i e n t  c o m m u n i t y .

S i n c e r e l y ,

R e p r e s e n t a t i v e  B e t t e  C a t o  

D i s t r i c t  6

B C / k e  

E n e l  s

JAN 2 71984



R E S O L U T I O N  N O . 1 - 1 9 - 8 4

A  R e s o l u t i o n  r e q u e s t i n g  t h e  S t a t e  L e g i s l a t u r e  
a c t  t o  c o n v e y  c e r t a i n  l a n d s  to  the C i t y  o f  * 
W h i  1 1 i e r .

W h i t t i e r  h a s  a n  e x t r e m e l y  l i m i t e d  l a n d  b a s e  to  e n a b l e  
f u t u r e  c o i u n u n i t y’ g r o w t h , (with e x c e p t i o n  o f  several, 
s m a l l  t r a c t s  o f  l a n d  l e s s  t h a n  f i f t e e n  a c r e s ) . A l l  
a v a i l a b l e  l a n d s  h a v e  b e e n  d e v e l o p e d  o r  a r e  in t h e  h a n d s  
a n d  r e s t r i c t i v e  o w n e r s h i p  o f  t h e  A l a s k a  R a i l r o a d  o r  
U.S.  A r m y ,  a n d

'■'he C i t y  n e e d s  t o  h a v e  m a x i m u m  jr.oss.ible c o n t i o l  o v e r  t h e  
r e m a i n i n g  d e v e l o p a b l e  l a n d  to  p r o v i d e  a n y  g r o w t h ,  a n d

T h e  o n l y  l a n d  b a s e  1 h e  C i t y  h a s  is l a n d s  p u r c h a s e d  f r o m  
t h e G S A  a t  t h e  t i m e  t h e  Ai..y 1 ».-rminat c d  t h e i r  i n t e n . s t  
in t h e  a r e a ,  a n d

T h e  S t a t e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  is p l a n n i n g  a 
l a n d  d i s p o s a l  o f  t w o  t r a c t s  of land, (the o n l y  d e v e l o p­
a b l e  l a n d s  w i t h i n  t h e  C i t y  l im its ) in a m a n n e r  t h a t  
w o u l d  t a k e  D i e  o n l y  r e m a i n i n g  l a n d s  a n d  p u t  t h a t  l a n d  in 
t h e  h a n d s  o f  r.oecula tor s, a n d  »• - r * •. I

rhe C i t y  h a s  a M a s t e r  P l a n  fo r  a P l a n n e d  C o m m u n i t y  in 
e a r e a s  o f  t h e  p r o p o s e d  l a n d  d i s p o s a l ,th

'ORE B E  IT R E S O L V E D  t h a t  the  S t a t e  l e g i s l a t u r e  a c t  to 
t r a n s f e r  t h e s e  l a n d s  to  t h e  C i t y  of W h i t t i e r  t o  d e v e l o p  
i n t o  a P l a n n e d  C o m m u n i t y  to e n h a n c e  t h e  H e r b o r  a r e a s  
a n d  t h e  b e a u t i f u l  G a t e w a y  to P r i n c e  W i l l i a m  S o u n d .

D A P P R O V E D  b y  a d u l y  c o n s t i t u t e d  q u o r u m  of  th e C i t y  
C o u n c i l  o f  W h i t t i e r ,  A l a s k a  t h i s  d a y  of

, 1 984 .

 0
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Ms. H a y e s  _ 

S e p t e m b e r  M '  1983 
P a g e  5

In s u m m a r y ,  the D i v i s i o n  r e q u e s t s  that the f o l l o w i n g  r e ce iv e 
c o n s i d e r a t i o n  in r e l a t i o n  to th e W h i t t i e r  S u b d i v i s i o n  and 
S h o t g u n  C o v e  p r o p o s a l s :

T r a n s f e r  to o w n e r s h i p  of the  C i t y  of W h i t t i e r

A p p l i c a b l e  z o n i n g  a n d  p l a n n i n g  p o w e r s  of the C i t y  of 
W h i t t i e r

A l a n d w a r d  b u f f e r  z o n e  a m i n i m u m  of 50 fe e t In w id th  from 
the m e a n  h i g h  w a t e r  l e v e l

T h e  'Whittier S u b d i v i s i o n  d i s p o s a l  oc cur  p r i o r  to the 
S h o t g u n  C o v e  d i s p o s a l  and b o t h  be c o o r d i n a t e d  wi t h the 
S h o t g u n  C o v e  road a n d h a r b o r  p r o j e c t '

A r e q u i r e m e n t  for low d e n s i t y  y e a r - r o u n d  r e s i d e n t i a l  use

T h e  i m p a c t  on m u n i c i p a l  s e r v i c e s

T h e  D e p a r t m e n t  has  m i n i m a l  c o m m e n t s  on the P o e  Bay di sp o s a l .  
M a j o r  c o n c e r n s  ar e p o t e n t i a l  s e r v i c e  d e l i v e r y  and s e c o n d a r y  
i m p a c t s  on W h i t t i e r  a n d  p o t e n t i a l  c o n f l i c t s  w i t h  hi gh  
r e c r e a t i o n a l  use of this area.

We a p p r e c i a t e  the o p p o r t u n i t y  to 
i n d i c a t i o n  by p h o n e  or l et t e r  as 
p r e s e n t e d  here. W e  lo o k f o r w a r d  
the ne a r fu tu re .

c o m m e n t  and w o u l d  requ est  som e 
to y o u r  t h o u g h t s  on the v ie ws  
to c o o r d i n a t i n g  w i t h  you in

N e l d a  W a r k e n t i n
A c t i n g  P l a n n i n g  S u p e r v i s o r

1 • i/npcc: ^ D e p a r t m e n t  of N a t u r a l  R e s o u r c e s

L i n d a  Freed, C o m m u n i t y  P l a n n i n g  D e p a r t m e n t  
Ko d i a k  I s l a n d  B o r o u g h

Paul  M o l l i n e x ,  C i t y  M a n a g e r  
Cit y  of W h i t t i e r
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Jbousr of l^rprrsciitiititiCE

Dick Shul A-.IL.

December 13. 19S3

Ms. Margaret J. Hayes, District Manager 

Alaska Department of Natural Resources 

Division of Land Management 

5601 C Street, Pouch 7-005 
Anchorage, Alaska 99510

Dear Ms. Hayes,

As you may or may not be aware. 1 have, as Co-Chairman of the House 

Resources Committee, been a constant and outspoken critic of Alaska's 

Land Disposal efforts. As a rural legislator, 1 have seen lands opened 
and ultima' ely placed in the hands of people from far outside the area 

in which the lands are located. This creates a multitude of problems 

for the local community, including a lack of planning ability due to the 

fact that much of this land is acquired lor speculation. • Additionally, 

those lands which are occupied put strong demands or. local resources for 

the provision of services such as roads and power.

The City of Whittier is unique to all of Alaska. Whittier has 

virtually NO LAND BASE and what little land they do have has already 

been developed or is in the hands of the State, the U.S. Army or the 

Depcrtment of Transportation (for the Alaska Railroad). Even i_f the 

State were to acquire the railroad, this would have little effect on 

Whitter's ability to determine their own destiny.

I STRONGLY support Whittier's request to have all lands within the 

Whittier Subdivision and all remaining lands in Shotgun Cove transferred 

to City ownership. A municipal land disposal program would be in the 

best interests of all concerned, including the State, as it would allow 

for zoning, road development, power, etc.

Please feel free to contact me should you have questions concerning 

iny position on Land Disposals; in general, or concerning Whittier in 

particular.

Sincerely,

DICK SHULTZ 

District 17

DS/bh:A23

cc: 1.) Esther Wunnicke, Commissioner

Dept, of Natural Resources

2. )^E^l;^Xl«ni'x',^jCity Manager 

City of Whittier



■

a

S e n a t e

C om m itte e  on iRetfoutces
S E N A T E  R E S O U R C E S  C O M M I T T E E  

L E T T E R  O F  I N T E N T  
F O R

SC S CS HB  576 (Resources)

T h e  .legislature, in its p a s s a g e  o f  SC S CS  H B  576 (Resources) , 
f i n d s  t h a t  s p e c i a l  l e g i s l a t i o n  is n e c e s s a r y  an d a p p r o p r i a t e  for 
th e  r e s o l u t i o n  o f th e  u n i q u e  p r o b l e m  o f land a v a i l a b i l i t y  in th e 
C i t y  o f  W h i t t i e r .  T h e r e  is n o  g e n e r a l  l e g i s l a t i o n  t h a t  c juld 
r e s o l v e  th i s p r o b le m.

W h i t t i e r ,  w i t h  a p r i v a t e  l a n d  b a s e  o f  a b o u t  15 a cr e s ,  is 
s u r r o u n d e d  b y  state, f e d e r a l ,  a n d  n a t i v e  lands. M a n y  of 
W h i t t i e r ' s  r e s i d e n t s  live  in a s i n g l e  b u i l d i n g  in t h e  city. The  
p r e s e n c e  o f  r e s e r v e d  f e d e r a l  l a n d s  and  u n a v a i l a b l e  s t a t e  lands, 
w i t h  the a b s e n c e  o f  a p r i v a t e  l a n d  b a s e  for  d e v e l o p m e n t ,  has  b e e n  
a c l e a r  o b s t a c l e  to p r i v a t e  s e t t l e m e n t  in W h i t t i e r .  SCS  CS HB  576 
( R e s o u r c e s ) , w h i l e  s p e c i a l  in its  focus, c o m p l i e s  w i t h  the 
c o n s t i t u t i o n a l  m a n d a t e  for s e t t l e m e n t  an d  d e v e l o p m e n t  of 
s t a t e  l a n d s  a n d  w i l l  p r o v i d e  th e C i t y  o f  W h i t t i e r  w i t h  th e  p r i v a t e  
l a nd s t h a t  it so uniq>, ly needs.

It is the  i n t e n t  of  th e l e g i s l a t u r e  t h a t  th e D e p a r t m e n t  o f  N a t u r a l  
R e s o u r c e s  c o o r d i n a t e  w i t h  th e D e p a r t m e n t  o f  T r a n s p o r t a t i o n  and  
P u b l i c  F a c i l i t i e s  to e n s u r e  t h a t  la nd  n e e d e d  for  th e S h o t g u n  C o v e  
R o a d  r i g h t - o f - w a y  is e x c l u d e d  f r o m  t h o s e  la nd s g r a n t e d  to the City, 
of W h i t t i e r .  D e s i g n  w o r k  on the  S h o t g u n  C o v e  R o a d  ha s  b e e n
c o m p l e t e d  -by the  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  
F a c i l i t i e s ,  and  la nd  n e c e s s a r y  for the r i g h t - o f - w a y  s h o u l d  r e m a i n  
in S t a t e  o w n e r s h i p .

* /

a n



B E T T Y E  F A H R E N K A M P . C hairm an
R O B E R T  H Z IE G L E R , SR.. V ic e  C hairm an
D IC K  E LIA S O N
PAUL F IS C H E R
V IC  F IS C H E R
BO B  M U L C A H Y
A R L IS S  S T U R G U L E W S K I

P O U C H  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

S e n a t e
C om m ittee on R e sou rc e s

M I N U T E S

A p r i l  4, 1984  
3:06 p m

B e l t z  R o o m  
R o o m  211, C a p i t o l

M E M B E R S  P R E S E N T

S e n a t o r  F a h r e n k a m p ,  C h a i r m a n  
S e n a t o r  Zi e gl er , V i c e  C h a i r m a n  
S e n a t o r  E l i a s o n  
S e n a t o r  P a u l  F i s c h e r  
S e n a t o r  V i c  F i s c h e r  
S e n a t o r  M u l c a h y  
S e n a t o r  S t u r g u l e w s k i

C S H B  576 (Res),- A n  A c t  r e l a t i n g  to a g r a n t  o f  s t a t e  l a n d  to th e 
C i t y  o f  W h i t t i e r .

SB 407, A n  A c t  r e l a t i n g  to th e p r e v e n t i o n  a n d  a b a t e m e n t  o f 
w a t e r  p o l l u t i o n .
T E L E C O N F E R E N C E

C S H B  5 7 6 (Res)

S e n a t o r  S t u r g u l e w s k i  m o v e d  C S H B  5 7 6 (Res) f r o m  C o m m i t t e e  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 i o n s .  T h e r e  w a s  no  o b j e c t i o n .

R a n d y  B a y l i s s ,  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n , s t r e s s e d  
t h a t  r e c l a s s i f i c a t i o n  of  s t r e a m s  is o n e  p a r t  of  a c o m p r e h e n s i v e  
a p p r o a c h  to  s o l v i n g  th e p r o b l e m s  o f  p l a c e r  m i n e r s .

J o h n  R e e v e s ,  E n v i r o n m e n t a l  F i e l d  O f f i c e r ,  D e p a r t m e n t  of 
E n v i r o n m e n t a l  C o n s e r v a t i o n ,  F a i r b a n k s , p r o v i d e d  ~ a  d e t a i l e d  
h i s t o r i c a l  p e r s p e c t i v e  on p l a c e r  m i n i n g  in A l a s k a .

C A L E N D A R

SB 407

Del  A c k e l s ,  P l a c e r  M i n e r  f r o m  C ir cl e, u r g e d  t h a t  a l l  u s e s  o f  w a t e r  
in the s t a t e  b e  addres.sed.



P e d r o  Dento; r, D i v i s i o n  o f  M i n i n g ,  D e p a r t m e n t  o f N a t u r a l
R e s o u r c e s , sup che g o a l s  of  th e  b i l l ,  r e c o m m e n d i n g  the S t a t e
a c h i e v e  m o r e  i ; s t r e a m  c l a s s i f i c a t i o n  s t a n d a r d s .

J o e V o g l e r ,  F a i r b a n k s , u r g e d  th e S t a t e  to t a k e  m o r e  c o n t r o l  o v e r  
its  air, land, a n d  w a t e r  m a n a g e m e n t .

J i m  F uk s a ,  F a i r b a n k s , s p o k e  in s u p p o r t  o f  the  b i ll . .

F o r r e s t  C h a r l t o n ,  P u t c h e r  M i n i n g ,  A n c h o r a g e , s p o k e  in s u p p o r t  of 
t h e b i l l  as on e  w a y  of  p r o v i d i n g  r e l i e f  for  p l a c e r  m i n e r s .

B o b  W a r r e n ,  N o r t h e r n  E n v i r o n m e n t a l  C e n t e r ,  F a i r b a n k s , s t a t e d  t h a t  
he d i d  n o t  o b j e c t  to a " p l a c e r  m i n i n g "  c l a s s i f i c a t i o n ,  and  
r e c o m m e n d e d  t h a t  m o d i f i c a t i o n  p r o c e d u r e s  be  s p e l l e d  o u t  in the  
bill.

H e n r y  W a r n e r ,  P r e s i d e n t ,  P l a c e r  M i n e r s  o f  A l a s k a , s p o k e  in s u p p o r t  
o f  the  C o m m i t t e e  S u b s t i t u t e ,  s t a t i n g  t h a t  c l a s s i f i c a t i o n  o f 
s t r e a m s  b y  u s e s  w o u l d  f o l l o w  th e i n t e n t  o f  the  C l e a n  W a t e r  Act.

B o b  A u m l l l e r ,  M i n e r ' s  A d v o c a c y  C o u n c i l ,  F a i r b a n k s , s o o k e  in 
s u p p o r t  o f  the  bill.

B a r b  T r u i t t ,  K c y ' ^ u k  M i n i n g  D i s t r i c t ,  s p o k e  in s u p p o r t  o f  the
bITl.

J e f f  E u s t i s ,  T r u s t e e s  for A l a s k a ,  A n c h o r a g e , s t a t e d  t h a t  SB 407 
d o e s  n o t  f o l l o w  the  m a n d a t e  of  the C l e a n  W a t e r  Act,  w h i c h  p u t s  
h e a l t h  c o n s i d e r a t i o n s  b e f o r e  e c o n o m i c  c o n s i d e r a t i o n s .

R o g e r  B u r g r a f r ,  F a i r b a n k s , s p o k e  in s u p p o r t  of  SB 407.

Ke n  M a n n i n g ,  M i n e r s  R i g h t s  A c t i o n  Gr o u p ,  F a i r b a n k s , s p o k e  in 
s u p p o r t  o f  the  b i ll ,  a n d  a d d r e s s e d  h o w  w a t e r  q u a l i t y  a f f e c t s  
i n d u s t r i e s  o t h e r  t h a n  p l a c e r  m i n i n g .

G e o r g e  S e u f f e r t ,  Y u k o n  M i n i n g  Co. o f  A l a s k a ,  F a i r b a n k s , s p o k e  in 
s u p p o r t  o f  the  b i l l  a n d  o u t l i n e d  s o m e  o f th e p r o b l e m s  f a c i n g  s m a l l  
p l a c e r  m i n i n g  o p e r a t i o n s .

P h i l  H o l d s w o r t h ,  A l a s k a  M i n e r s  A s s o c i a t i o n ,  J u n e a u , s p o k e  in 
s u p p o r t  o f th e b i l l,  w h i c h  w o u l d  r e q u i r e  th e  S t a t e  t o i n i t i a t e  
s t r e a m  r e c l a s s i f i c a t i o n .

R o s e  R y b a c h e k ,  L i v e n g o o d / T o l v a n a  M i n i n g  D i s t r i c t , s p o k e  in s u p p  t 
of the bi ll.

P a u l  B a r e l k a ,  F a i r b a n k s , s p o k e  o f t h e  b u r d e n  t h a t  r e g u l a t i o n s  
p l a c e  on  s m a l l  mi n e r s .

Do n  Stein, A l a s k a  M i n e r s  A s s o c i a t i o n ,  s p o k e  in s u p p o r t  o f  the  
bill.



Ron S h e a r d o w n ,  G r e a t l a n d  E x p l o r a t i o n ,  L t d . , e x p l a i n e d  t h a t  w a t e r  
s a m p l e s  h a v e  b e e n  t a k e n  at m o s t  of  A l a s k a ' s  l a k e s  a n d  s t r e a m s  an d 
u r g e d  t h a t  th is  d a t a  be  u s e d  in th e s t r e a m  r e c l a s s i f i c a t i o n  
p r o c e s s .

H e l e n  W a r n e r ,  A U  L i m i t e d  M i n i n g ,  F a i r b a n k s , s p o k e  in s u p p o i t  of 
the bill.

Del A c k e l s ,  C i r c l e  M i n i n g  D i s t r i c t , r e i t e r a t e d  hi s  s u p p o r t  o f  the 
b i l l  a n d  d i s c u s s e d  the s t a t u s  of  the d i s c h a r g e  p e r m i t s  i s s u e d  b y 
the E n v i r o n m e n t a l  P r o t e c t i o n  A g e n c y .

Th e  m e e t i n g  a d j o u r n e d  a t  4:46 pm.



HB 576 was referred to the Rules Committee for placement on 
the calendar.
The fiscal note appears in House Journal Supplement Mo. 113. 
The letter of intent, signed by A1 Adams, Chairman, appears 
below:

"HOUSE FINANCE CCtMETTEE 
LETTER OF INTENT 

FOR
CSHB 576 (Resources)

The legislature, in its passage of CSHB 576 (Resources), 
finds that special legislation is necessary and appropriate 
foi the resolution of the unique problem of land availa­
bility in the City of Whittier. There is no general legis­
lation that could resolve this problen without creating 
significant problems that do not now exist and that the 
legislature does not at this time find appropriate for con­
sideration.
Whittier, with a private land base of about 15 acres, is 
surrounded by state, federal, and native lands. Many of 
Whittier's residents live in a single building in the city. 
The presence of reserved federal lands and unavailable state 
lands, with the absence of a private land base for develop­
ment, has been a clear obstacle to private settlement in 
Whittier. CSHB 576 (Resources), while special in its focus, 
complies with the coiistitutional mandate for settlement and 
development of state lands ;md will provide the City of 
Whittier with the private lands that it so uniquely needs."

Whittier Land HOUSE BILL NO. 5 7 6 . by Reps. Cato, Lindauer & McBride.

grant_________  Would grant 600 acres of state land to the City of Whittier,

(state land) etating that "It is the intent of the legislature. . .that a

more equitable land base be established for the City of Whittier 
beyond its present 15 acres of privately owned property." The 

grant is to include . ■ .no less than 400 acres of state land froin 
Shotgun Cove and no less than 200 acres from the Whittier 

Subdivision." Gives legal description of Shotgun Cove land and 

Whittier Subdivision land. Does not provide for an effective date 
(becomes law 90 days after Governor signs bill). Identical to SB
442.

Introduced February 6 and referred to Resources, Finance.



DEPARTM ENT OIK NATURAL RESOURCES
OFFICE OF 7 HE COMMISSIONER

RECEIVED JAN 1 9 »
BILL SHEFFIELD, GOVERNOR

POUCHU
JUNEAU. ALASKA 00611 
PHONE: P07-A6S-2400

January 11, 1984

Mr. Paul Mullenlx 

City Manager 

City of Whittier 

P.O. Box 608 

Whittier, Alaska 99693

Dear Mr. Mullenix:

I appreciated your viBit in November with Mr. Wheelright, Ms. Brown,

Mr. Wootten, and Mr. Wardlow to discuss the possible conveyance of State 

lands to the City of Whittier. I have reviewed some of the issues and 
am able now to respond to your inquiries.

The City of Whittier, as you know, has no municipal entitlement, and I 

do not see any way that the City can become eligible for entitlement 

lands without major legislative action. Therefore, the options 

available include State land offerings in the Whittier area and public 

purpose conveyances of lands to the City for retention. If the City is 

able to pay for survey costs, the City could conduct an offering of 

State lands similar to the one at McGrath as we discussed.

The four proposed State land offerings in and near Whittier would expand 

Whittier's available land baBe for private ownership, and the State is 

willing to consider other nominations for State offerings. However, if 

the City proposes conducting the offerings Itself, it will be necessary 

for you to seek funding for associated costs from the Legislature.

I ou^ ist that you maintain your contacts with the staff of the Division 

of Land and Water Management, Southcentral District Office. Please 

contact me if there is anything further I can do.

Sincerely,

Commissioner

cc: Tom Hawkins, Director,

Division of Land and Water Management

OJOLH



WRITTEN SUMMARY OF ORAL TESTIMONY 
REGARDING HOUSE BILL 576 SUBMITTED BY 

SAMUEL J. BACINO 
BEFORE THE HOUSE RESOURCES COMMITTEE 

ON MARCH 2, 1984

Mr. Chairman and Members of the Comm1tt.ee:

My name is Samual J. Bacino. I am Vice President of Land and Natural 

Resources for Chugach Natives, Inc. I do not have written testimony 
to submit today, but will be happy to provide to the committee a written 
summary of my oral testimony as soon as possible.

Chugach Natives, Inc. is one of thirteen regional corporations 
authorized under the Alaska Native Claims Settlement Act, which was

passed in 1971. Our corporation was in a somewhat different situation
in that within the Chugach region, very little useable land was
available for our selection pursuant to the Claims Act. Because we 
were very much affected in this respect, CNI initiated informal
negotiations in 1972. It was CNI's hope that an equitable agreement 
would be reached whereby we could select useable lands instead of 
only mountaintops and glaciers. By 1980, however, this process had
not resulted in any agreement.

The Alaska National Interest Lands C~n-crvation Act (ANILCA) became 

law in 1980. That Act recognized, that if agreement was to be reached, 
the negotiation process should become more formal in nature. ANILCA 
directed that a study be initiated designed to identify more suitable 

lands which could be made available for our selection. Through this 

study, and the formal negotiations with the federal government which 

followed, an agreement v/as executed in early 1983.

One of the terms of the Agreement (entitled 1982 CNI "Settlement 
Agreement") provided that CNI could select 100 acres in Shotgun Cove. 
Because the state had already filed a selection on all lands surrounding 
this area, it was agreed that the state would relinquish 100 acres 
of its selection in Shotgun Cove to accomodate our own. This scheme 
made sense. Already the small boat harbor project in Shotgun Cove 
had been contemplated and it was recognized that certain lands would 
be necessary for development. Although nothing would preclude the

state from making these lands a’ ailable for development, past state
policy has always shown that a1 aas such as this would be disposed

of, if at all, as small lots for ucreational use.



Now, House Bill 576 proposes that the city of Whittier also have land 

ownership rights in Shotgun Cove. There is no question but that this 

legislation will allow for even greater development of this area. 
CNI plans to take part in this process as a responsible developer.

Hopefully the city, CNI, and the state can work together in assuring 

that these lands will be put to their highest and best use.

Shotgun Cove and Prince William Sound have become increasingly important

to the greater Anchorage area for recreation use. This trend will
cont.uue. In addition, everyone hopes that recreational pressure

on the Kenai Penninsula can be reduced. If Shotgun Cove development 
is to help acheive this goal, we believe that momentum should not
be lost in several areas. First, the small boat harbor must be
completed. Second, rail access form Portage to Whittier must be
upgraded. Third, an access road from Whittier to the Cove must be
constructed. Finally, provision for utility services must be made.

Substantial progress had been m;de by the legislature and the
Administration in pursuing these projects. Chugach Natives, Inc. 
thanks the legislature for its support in these matters. For our
part, we will continue to work with the state and the city to make
sure that these important projects are completed.

Thank you for the opportunity to appear before you today and ^ffer 

our thoughts.



FACT SHEET 
February 29, 1984

PROPOSED WHITTIER SMALL BOAf HARBOR

The city of Whittier, locater on Passage Canal in Prince William 

Sound approximately 60 miles sout - . . t  of Anchorage, operates a small 
boat harbor which was built by the State of Alaska. A planned expansion 

by the State will provide a total harbor capacity for 3C0 boats.
However, additional moorage demand for up to 500 boats is foreseen for 

the future. A new small boat harbor ranks very high on the list of 
community priorities.

The existing small boat harbor cannot be expanded beyond the limits 
proposed by the State of Alaska. The water immediately seaward of the 

existing breakwater is too deep for construction of a rubblemound 

bteakwater and waves in Passage Canal regularly exceed the 3-ft. height 
generally accepted as a practical limit for a floating breakwater 
Suitable construction areas near the small airstrip were eliminated 
because city officials did not feel that they could gain access to the 

land. No other suitable construction areas have been identified in 
Passage Canal.

The Port of Whittier was constructed in 1942 by the U.S. Army to 
serve as a deep water port and supply point for military installations in 

Alaska. A railroad spur between Whittier and nearby Portage connected 

the port facility to Alaska's main rail lines. The railroad spur, with 
over four miles of tunnel, was completed in 1943 under a Corps of 

Engineers' contract. The Corps aided in reccnstruction of the Alaska 
Railroad freight dock following the 1964 earthquake.

Shotgun Cove, which is five miles from Whittier, offers natural 
prciection from the high waves and winds which plague Passage Canal.
Water depths in most areas of Shotgun Cove exceed the practical limit for 
a conventional breakwater a possibility. Two areas in Shotgun Cove have 

been selected as potential small boat harbor sites. Preliminary harbor 
layouts and cost estimates were based on a breakwater design similar to 
the Bar Point floating breakwater in Ketchikan. The usefulness and 

practicality of a harbor in Shotgun Cove depends heavily upon 
construction of an access road.



Dept, of Transportation & Public Facilities

Position Paper
BILL NO: CS HB 576

TITLE: ^  Act rela ti-n9 to a 9^aat of
State land to the City of Whittier

a p p r o v e d :

d a t e :

. Knapp 
imnyi^i oner

Language should be included in CS HB 576 to the effect that since the 
Department of Transportation and Public Facilities (DOT&PF) has pre­
pared the design for the Shotgun Cove Road, The Department of Natural 
Resources should coordinate with the DOT&PF to ensure that land needed 
for road rivjht-of-way be excluded frcm the gra.it to the City of Whittier.

Without this language, the State may be put in the posiition of having 
to buy back frcm the City of Whittier, the right-of-way land necessary 
to build the Shotgun Cove Road.

For more information, contact Paula Ramsey at 465-3900

a
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IN THE HOUSE BY THE RESOURCES COMMITTEE 

5 C S  CS FOR ' '.SE BILL NO. 576 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to a grant of state land to the City

of W h i t t •& •.

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

9 * Section 1. LEGISLATIVE FINDINGS. It is the finding of the legisla-

10 ture in enacting sec. 2 of this Act that the City of Whittier is uniquely

11 lacking in available private land. The legislature seeks to correct this

12 situation by providing a grant of land to the City of Whittier that the

13 state had planned to offer for private ownership.

14 * Sec. 2. (a) The commissioner of natural resources shall grant 600

15 acres of state land to the City of Whittier. The grant shall include no

16 less than 400 acres of state land from Shotgun Cove and no less than 200

17 acres from the Whittier Subdivision.

(b) As used in (a) of this section,

(1) "Shotgun Cove" means land within sections 10, 11, 14, 15,

20 ar.d 16, Township 8 North, Range 5 East, Seward Meridian;

(2) "Whittier Subdivision" means land within sections 8, 9, and

22 17, Township 8 North, Range 5 East, Seward Meridian. .
commit ni ty devei opr”W W

23 (c) Except for land retained by the City of Whittier for f'critical
cu\dL '—

24 public purposes], land conveyed to the city under this section and not sold

25 within 10 years of the enactment of this Act reverts to the state unless

26 the commissioner of natural resources fi..ds that the City of Whittier has

27 dili jently prepared for a sale of the land. If the commissioner finds that

28 t-F city has diligently prepared for a sale of the land, the commissioner

29 may extend the deadline for a period determined proper by the commissioner.

- 1 - S O S  CSHB 5 7 6 (Res)



2 and

1 (d) Sale of land under this section shall occur after public notice 

by a competitive method.

^ C ^ C S H B  576(Res) - 2 -



PO UC H  V 
STATE C A PITA L 

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

S e n a t e

C om m itte e  on -Resources
M

DICK 
PA U L 
VIC
B O B  M U L C A H Y  
A R L IS S  S T U R G U L E W S K I

TO: S e n a t e  R e s o u r c e s  C o m m i t t e e  M e m b e r s

FROM: S e n a t e  R e s o u r c e s  C o m m i t t e e  S t a f f

RE: C o m m i t t e e  M e e t i n g ,  A p r i l  2, 1984

D A T E : M a r c h  29, 1984

O n  M o n d a y ,  A p r i l  2nd, at  3:00 p m  in t h e  B e l t z  Room, the 
S e n a t e  R e s o u r c e s  C o m m i t t e e  w i l l  h e a r  th e f o l l o w i n g  bil ls :

HB 542, An A c t  r e l a t i n g  to l e a s i n g  land  for  r e f u s e  d i s p o s a l .

C u r r e n t  s t a t u t e  (AS 38 .0 5. 31 5 ) a l l o w s  the  D e p a r t m e n t  of 
N a t u r a l  R e s o u r c e s  to l e a s e  la nd  f o r  less  t h a n  its 
a p p r a i s e d  v a l u e  to a m u n i c i p a l i t y ,  a f e d e r a l  a g e n c y ,  an 
e l e c t r i c  o r  t e l e p h o n e  co- op , or  a r e g i s t e r e d  n o n - p r o f i t  
e n t i t y .  HB 542 w o u l d  a m e n d  th is  p r o v i s i o n  to i n c l u d e  l e a s e s  
to p u b l i c  u t i l i t i e s  in u n o r g a n i z e d  c o m m u n i t i e s  for  r e f u s e  
d i s p o s a l  sites.

C S H B  5 7 6 (Res), An A c t  r e l a t i n g  to a g r a n t  o f  s t a te  l a n d  t o  the 
C i t y  of  W h i t t i e r.

CSIIB 576 (Res) w o u l d  g r a n t  600 a c r e s  o f  s t a t e  l a n d  to the 
C i t y  o f  W h i t t i e r  f o r  s a l e  to t he  p u b l i c .  W h i t t i e r  h a s  an 
e x t r e m e l y  l i m i t e d  l a n d  b a s e  to e n a b l e  f u t u r e  c o m m u n i t y  
gr o w t h .  A l l  l a n d s  in t h e  C i t y  c o r e  a r e a  h a v e  b e e n  d e v e l o p e d  
or  a r e  in th e h a n d s  o f  the  A l a s k a  R a i l r o a d ,  the U.S. A r my , or 
t h e Sta te . W h i t t i e r  r e c e i v e d  no  e n t i t l e m e n t  f r o m  the  S t a t e  
u n d e r  A S  2 9 . 1 8 . 1 9 0 ,  w h i c h  a l l o w e d  m u n i c i p a l i t i e s  to s e l e c t  
10% o f  a l l  v a c a n t  a n d  u n a p p r o p r i a t e d  S t a t e  la nd  w i t h i n  t h e i r  
b o u n d a r i e s ,  as w h e n  t h i s  la w  w a s  e n a c t e d  t h e r e  w e r e  n o S t a t e  
l a nd s w i t h i n  W h i t t i e r ' s  b o u n d a r i e s .

A n  a m e n d m e n t  (attached) w i l l  be  p r o p o s e d  to c l a r i f y  t h a t  
C h u g a c h  n a t i v e s ,  Inc. is e l i g i b l e  for  100 a c r e s  in the 
S h o t g u n  C c v e  a r e a  p e r  t h e i r  1982 S e t t l e m e n t  A g r e e m e n t .



B E T T Y E  F A H R E N K A M P , C hairm an
R O B E R T  H. Z IE G L E R , SR., V ic e  C hairm an
D IC K  E LIA S O N
P A U L F IS C H E R
V IC  F IS C H E R
B O B  M U L C A H Y
A R L IS S  S T U R G L L E W S K I

H>tate ^legislature
PO UC H  V 

STATE C A PITA L 
JU N E A U , A L A S K A  99811 

(907) 465-3834 
(907) 465-3835Senate

C om m ittee  on R e sou rc e s
M E M O R A N D U M

TO: S e n a t e  R e s o u r c e s  C o m m i t t e e  M e m b e r s

FROM: S e n a t e  R e s o u r c e s  C o m m i t t e e  S t a f f

RE: C o m m i t t e e  M e e t i n g ,  A p r i l  4, 1984 
T E L E C O N F E R E N C E

DATE: A p r i l  3, 1984

On W e d n e s d a y ,  A p r i l  4th at 3:00 p m  in th e  B e l t z  R oo m,  th e 
S e n a t e  R e s o u r c e s  C o m m i t t e e  w i l l  h e a r  t h e  f o l l o w i n g  bil ls :

C S  SB 407 (Resources) , A n  A c t  r e l a t i n g  to  t h e  p r e v e n t i o n  an d 
a b a t e m e n t  o f  w a t e r  p o l l u t i o n .

C S  SB 407 (Resources) a d d r e s s e s  t he  l o n g s t a n d i n g  c o n c e r n s  of 
p l a c e r  m i n e r s ,  e n v i r o n m e n t a l i s t s ,  a n d  g o v e r n m e n t a l  a g e n c i e s  
r e l a t i v e  to  th e us e  o f w a t e r  in p l a c e r  m i n i n g .  T h e  d r a f t  
C o m m i t t e e  S u b s t i t u t e  w o u l d  e s t a b l i s h  s p e c i f i c  c l a s s i f i c a t i o n  
c a t e g o r i e s  fo r w a t e r s  of the state, a n d  p r o v i d e  c r i t e r i a  for 
e s t a b l i s h i n g  w a t e r  q u a l i t y  s t a n d a r d s  f or  e a c h  c l a s s i f i c a t i o n .  
In a d d i t i o n ,  a s t a t e w i d e  i n v e n t o r y  o f s t a t e  w a t e r s  w o u l d  be 
c o n d u c t e d  a n d  b a s i n w i d e  m a n a g e m e n t  p l a n s  w o u l d  b e  d e v e l o p e d .

T h i s  h e a r i n g  w i l l  be t e l e c o n f e c e n c e d  to  F a i r b a n k s ,  F o r t  Y u k o n  
a n d  A n c h o r a g e .

CS  HB 576 ( R e so ur ce s ),  A n  A c t  r e l a t i n g  to a g r a n t  of  ;■ bate la n d to 
th e C i t y  o f  W h i t t i e r .

CS  HB 576 (Resources) is s c h e d u l e d  f o r  c o m m i t t e e  ac t i o n .  A  
d r a f t  C o m m i t t e e e  S u b s t i t u t e  (which c l a r i f i e s  t h a t  t h e  C i t y  of 
W h i t t i e r  m a y  r e t a i n  a p o r t i o n  o f  the g r a n t  land fo r c o m m u n i t y  
d e v e l o p m e n t  and  e x p a n s i o n )  a n d  a d r a f t  L e t t e r  o f  I n t e n t  (that 
a d d r e s s e s  t h e  r i g h t - o f - w a y  f o r  the  S h o t g u n  C o v e  Read) ar e 
at t a c h e d .



4
W r i t t e n  S u m m a r y  o f  O r a l  T e s t i m o n y  

R e g a r d i n g  C S  f o r  H o u s e  B i l l  5 7 6  B e f o r e  t h e  

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

P r e s e n t e d  o n  b e h a l f  o f  C h u g a c h  N a t i v e s ,  I n c .

By R e e d  R. St o op s 

A p r i l  2, 198 U

M a d a m  C h ai r ma n:

M y  n a m e  is R e e d  R. S t o o p s  a n d  I a m  h e r e  t o d a y  o n  b e h a l f  

o f  C h u g a c h  N a t i v e s ,  I n c .  t o  p r e s e n t  t e s t i m o n y  i n  s u p p o r t  

o f  C S  H B  5 7 6 .

C h u g a c h  N a t i v e s ,  I n c .  w a s  t h e  l a s t  o f  t h e  t h i r t e e n  r e g i o n a l  

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

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

d a t e  o f  p a s s a g e  o f  t h e  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t  

o f  1 9 7 1 •  It w a s  n o t  u n t i l  1 9 8 2  t h a t  t h e  C h u g a c h  S e t t l e m e n t  

A g r e e m e n t  w a s  r a t i f i e d  b y  C h u g a c h  N a t i v e s ,  I n c . ,  t h e  f e d e r a l  

g o v e r n m e n t ,  a n d  t h e  S t a t e  o f  A l a s k a .

S e c t i o n  1 9  (B) o f  t h e  S e t t l e m e n t  A g r e e m e n t  ( a t t a c h e d ) ,  

p r o v i d e s  f o r  t h e  s e l e c t i o n  o f  100 a c r e s  o f  l a n d  i n  S h o t g u n  

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

t i o n s  w i l l  b e  m a d e .

C S  f o r  H o u s e  B i l l  5 7 6  p r o v i d e s  f o r  a n  . d d i t i o n a l  ItOO a c r e  

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

C h u g a c h  N a t i v e s ,  I n c .  s u p p o r t s  t h i s  g r a n t  o f  l a n d  t o  W h i t t i e r  

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

C o v e  b y  C N I  a n d  W h i t t i e r .

C h u g a c h  N a t i v e s ,  Inc. o n l y  c o n c e r n  is that the c o n v e y a n c e  

p r o c e s s  t a k e  p la ce  s e q u e n t i a l l y  in a c c o r d a n c e  w i t h  the 

S e t t l e m e n t  A g r e e m e n t ,  that  is:



1. S e l e c t i o n  o f  l a n d  f o r  p u b l i c  p u r p o s e s  b y  W h i t t i e r  

u n d e r  A . S .  3 8 . 0 5 . 3 1 5  i m m e d i a t e l y  a d j a c e n t  t o  t h e  

t h e  D r o n o s e d  s m a l l  b o a t  h a r b o r  l o c a t i o n .

2. S e l e c t i o n  b v  C h u g a c h  N a t i v e s .  I n c .  o f  i t s  1 0 0  

a c r e s  f r o m  t h e  a r e a  d e s i g n a t e d  i n  t h e  A g r e e m e n t .

3. S e l e c t i o n  b y  W h i t t i e r  o f  i t s  1+00 a c r e  m u n i c i p a l  

e n t i t l e m e n t .

I n  d i s c u s s i o n s  w i t h  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  

a n d  t h e  C i t v  o f  W h i t t i e r ,  it h a s  b e e n  a c k n o w l e d g e d  t h a t  

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

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

b y  t h e  C o r p s  o f  E n g i n e e r s ,  t h e  s e l e c t i o n s  w i l l  o c c u r  

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

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  p r e s e n t  t h e  v i e w s  o f  

C h u g a c h  N a t i v e s ,  I n c .
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April 30, 1984

Bettye Fahrenkamp 
Alaska Stal:e Senate 

Pouch V

Juneau, Alaska 99811

Subject: Power Sales Agreements (Tyee Lake Hydroelectric Project)

Dear Senator Fahrenkamp:

I a m  forwarding a copy of Resolution No. 1018-R which was passed 

and approved by the Petersburg City Council at a special meeting 

held April 27, 1984.

The Resolution authorized the execution of a short term power sales 

agreement and further specifies terms under which the Petersburg 

City Council will approve long term agreements to purchase electricity 

from the Tyee Lake Hydroelectric Project.

The short term agreement provider that Petersburg will pay 5.84c 

per kilowatt hour to purchase power from the Project, but either 
party may terminate the agreement upon 24 hours written notice.

Section 3 of the Resolution indicates the criteria to be achieved 

for long term power sales agreements. Petersburg sincerely desires 

to reach an acceptable long term agreement. We would be grateful 

for any assistance you may be able to render on our behalf.

S i n c e r e l y ,

Patricia Curtiss 

City Clerk

Enclosure



RE S OLUTION NO. 1018-R

A R E S O LUTION AU T H O R I Z I N G  THE EXECUTION OF A  SHORT TER M  POWER 

SALES A G R E E M E N T  W I T H  T HE A L A S K A  PO W E R  AUTHORITY W I T H  RESPECT TO 

THE TYEE LAKE HYDRO E L E C T R I C  PROJECT.

WHEREAS, the City of Pet e r s b u r g  (hereinafter called the 

"City") owns and operates an electric utility which is eligible 

to purchase w h o l e s a l e  electric power and energy produced from 

the Tyee Lak e  H y d r oelectric Project (hereinafter called the 

"Project"); and

WHEREAS, the A l a s k a  Power Authority (hereinafter called 
the "Authority") is capable of producing power from the Project, 

the components of which include a generating facility at Lake 

Tyee and transmission lines designed to deliver power from the 

Project to the cities of Wrangell and Petersburg; and

WHEREAS, off i c i a l s  of the City have negotiated with the 

Authority for terms and conditions of a short term power sales 

agreement in the form attached hereto as Exhibit A  and incorporated 

by reference h erein (hereinafter called the "Short Term Power 

Sales Agreement"); and

WHEREAS, a supplementary amendment has been proposed by

the Authority which wo u l d  add the following sentence to Section

2 (b) of the Agreement:

"This agreement shall be of no further force and 

effect fro m  and after May 2, 1984 if the City has 

not, prior to said date, executed subject to 

ratification, or passed ^n ordinance authorizing 

a Powei Sales Agreement with the Authority in 

s u b s t antially the fc:rm adopted by the City of 

W r a n g e l l  on April 12, 1984."

WHEREAS, action taken by the City of Wrangell on April 12,

1984 essentially authorized the execution of long term power 

sales agreeineuts with the Authority; and

WHEREAS, an advisory question relating to long term arrangements

for purchasing power from the Authority was rejected by Petersburg

voters by a m a r g i n  of 611 to 295 at a Special Election held 

\pril 17, 1984; and

WHEREAS, it would be contrary to the wishes of a majority 

of Petersburg v o ters to adopt long term power sales agreements 

of the frrin proposed by the Authority at this particular time; 

and



W H E R E A S ,  it is d e e m e d  to b e  in the bes t  i n t e r e s t  of t h e  

Cit y and t h e  A u t h o r i t y  to a p p r o v e  a n d  e x e c u t e  the S h o r t  T e r m  

P o w e r  S a l e s  A g r e e m e n t  w i t h o u t  t h e  s u p p l e m e n t a r y  a m e n d m e n t  so 

that n e g o t i a t i o n s  m a y  c o n t i n u e  for l o n g  t e r m  a r r a n g e m e n t s ;  a n d

W H E R E A S ,  in is th e s i n c e r e  d e s i r e  of the C i t y  to r e a c h  a n  

a c c e p t a b l e  a r r a n g e m e n t  f o r  l on g  t e r m  a g r e e m e n t s  to p u r c h a s e  

p o w e r  f r o m  t h e  P r oj e c t .

NOW, T H E R E F O R E ,  B E  I T  R E S O L V E  H E  C I T Y  C O U N C I L  O F  T H E

C ITY O E  P E T E R S B U R G ,  A L A S K A  AS FOLLi

S e c t i o n  1. A p p r o v a l  of S h o r t  T e r m  A g r e e m e n t .  T h e  S h o r t  

T e r m  P o w e r  S a l e s  A g r e e m e n t  is h e r e b y  a p p r o ve d .  S a i d  A g r e e m e n t  

s hall b e  in s u b s t a n t i a l l y  the f o r m  a t t a c h e d  h e r e t o  as E x h i b i t  A  

• Wi.‘.v' su c h  c h a n g e s  as th e  C i t y  M a n a g e r ,  w i t h  the a d v i c e  of th e  

C i t y 's  l e g a l  c o u n s e l ,  s h a l l  a pp rove. Th e  C i t y  M a n a g e r  a n d  C i t y  

C l e r k  a r e  h e r e b y  a u t h o r i z e d  and d i r e c t e d  to e x e c u t e  th e  S h o r t  

T e r m  P o w e r  S a l e s  A g r e e m e n t ,  for and o n  b e h a l f  of the City.

S e c t i o n  2. I m p l e m e n t a t i o n  of S h o r t  T e r m  A g r e e m e n t .  T h e  

City M a n a g e r  a n d  a l l  o t h e r  a p p r o p r i a t e  o f f i c i a l s  of the C i t y  

a re h e r e b y  a u t h o r i z e d  a n d  d i r e c t e d  to take a l l  s t e p s  n e c e s s a r y  

for the i m p l e m e n t a t i o n  of the S h o r t  T e r m  P o w e r  S a l e s  A g r e e m e ’-.

S e c t i o n  3. A p p r o v a l  of L o n g  T e r m  A g r e e m e n t s .  T h e  M a y o r  

and C i t y  M a n a g e r  > -e h e r e b y  a u t h o r i z e d  and d i r e c t e d  to c o n t i n u e  

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

the T y e e  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 u c h  n e g o t i a t i o n s  s h o u l d  

be g u i d e d  by th e  o b j e c t i v e  to p r o v i d e  P e t e r s b u r g  e l e c t r i c  

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

at the l o w e s t  p o s s i b l e  c ost. Tn this regard, the P e t e r s b u r g  

City C o u n c i l  w i l l  a p p r o v e  l o n g  t e r m  p o w e r  s a l e s  a g r e e m e n t s  if 

the f o l l o w i n g  c r i t e r i a  c a n  be a c h i e ve d :

A. A  " p o s t a g e  s t a m p "  r a t e  for p r o j e c t  e n e r g y  so that the 

w h o l e s a l e  cos t  o f  p o w e r  w i l l  be the s a m e  for a l l  

p r o j e c t s  d e v e l o p e d  u n d e r  th e  " E n e r g y  P r o g r a m  for 

A l a s k a " :

B. A  s y s t e m  i n c r e m e n t  l i m i t a t i o n  so that a l l o c a t e d  d e b t  

s e r v i c e  w i l l  riot i n c r e a s e  o v e r  the t e r m  of t h e  p o w e r  

s a l e s  a g r e e m e n t ;

- C.S_\

SSPAfSR

____



C. Transfer of title of the Project to a joint operating

agency to be established by W r a n g e l l  am. °etersburg 

upo n  payment of all debt service related to the Project; 

and

D. A  m e c h a n i s m  to provide m o r e  local control over Project 
op eration and mainte n a n c e  expenses.

Section 4. Notification. The City C l e r k  is hereby directed 

to send a copy of this R e s o L  tion to the Gove r n o r  of the State 

of Alaska, Members of the A l aska Legislature, Members of the 

Board of Directors of the A l aska Power Authority, Representatives 

of each U t i l i t y  to be served by projects developed under the 

Energy P r o g r a m  for Alaska, and the Executive Director of the 

Alaska Po w e r  Authority.

PA S S E D  and APPROVED by the M a y o r  and City Council of the 

City of Petersburg, Alaska at a special m e e ting of said Council 

held this JS.7^- day of April, 1984.

• \ , / / ATTEST:
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Alaska State Legislature

Pouch V 
State Capitol

May 1, 1984 Juneau, Alaska 99811

Senator John Sackett 
Senator Don Bennett
Co-Chairmen, Senate Finance Committee 
Alaska State Legislature

Dear Senator Sackett and Senator Bennett:

The City of Petersburg, in rejecting the power sales 
agreements with the Alaska Power Authority, has placed a 
large and unnecessary fiscal liability upon the State of 
Alaska. Of the five communities to have originally been 
included in the Four Project Pool, Petersburg is now the 
only community, that after lengthy negotiations with the 
Power Authority, has elected not to assume their fair share 
of a financial obligation to which they had previously made 
a commitment.

Petersburg's failure co accept the State’s proposal is 
unfair to the State and the remaining four communities of 
Ketchikan, Wrangell, Kodiak and Valdez/Glennallen; of which, 
two are neighboring Southeast towns with similar economic 
interests and concerns. The irony is that Petersburg will 
undoubtedly realize only too late, that successful long-term 
generation of power from Lake Tyee will serve as a catalyst 
for economic growth and commercial development in the 
Wrangell area, while Petersburg's development could possibly 
fall behind. If this should occur, Petersburg will most 
likely turn <' j the State for financial assistance, including 
requesting reconsideration in purchasing power from Lake 
Tyee under the terms of the original offer.

In fairness to the other communities, the opportunity 
presently being offered should not be made available to 
Petersburg once they have made the decision not to accept.
It will be a hard lesson to learn for Petersburg, but one 
that is necessary when placed in a statewide perspective.
For the State to allow Petersburg to join the other four 
communities at any time in the future, at the same or more 
favorable terms, would be unfair. It would also be a poor 
precedent for the State to establish.

This year's legislature should consider ways in which any 
excess costs, incurred Dv the State as a re ult of 
Petersburg's refusal to sign long-term pow^r sales 
agreements, can be recovered from any future power sales to 
that City. This needs to be done in a way that the four



Senator Sackett and Senator Bennett 
May 1, 1984 
Page 2

participants who did enter into good faith negotiations and 
have accepted long-term agreements are not penalized. 
Measures must also be provided to deny State assistance in 
the event Petersburg should request funding for the 
construction of additional power projects to serve the City. 
In plain English, any major power development project 
similar to Tyee in the amount of electricity it would 
generate for the city of Petersburg may not be considered 
by the Legislature over the effective life-years of the Tyee 
project which is estimated for fifty years. But any 
electrical project of a maintenance nature for the current 
electrical generation relied upon by Petersburg should not 
be effected.

Until the unnecessary costs resulting from Petersburg's 
refusal to participate in Tyee are recovered, Petersburg 
should be held responsible, and not under any circumstance 
should they be given another opportunity at the same 
favorable terms and conditions; nor, should they be assisted 
in developing other generation capability. Unfortunately, 
they've shirked their duty at the expense of others and 
should not be allowed to benefit from their actions.

Sincerely,

Frank R. Ferguson 
Alaska State Senator

cc: Governor Sheffield
All Senators 
All House Members 
Mayor, City of Petersburg 
Larry Crawford, APA 
Ernie Haugen, Petersburg
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S U p rm n t a t t a  M n z  Q k B t f a t

May 1, 1984

The Honorable Frank Ferguson 
Alaska State Senator 

Capitol Building 
Juneau, Alaska

Dear Senator Ferguson:

Thank you for including me in the circulation of your May 1, 1984, 
letter to Senators Sackett and Bennett regarding the City of 

Petersburg's rejection of a power sales agreement with the Alaska Power 
Authority.

While there is merit in some of your comments contained therein, there 
are compelling concerns not included in your letter which I feel neces­
sitate mentioning at this time.

Petersburg's "previously made commitment" to assume a financial obli­
gation in regard to the four dam p o d  was made in good faith on terms 
that no longer exist. I will state my reasons for believing as I do.

First and foremost, -.t was the APA that made the decision to expand the 
Tyee project beyond what was originally planned for the benefit of 
Juneau, thus causing substantial cost increases to the project. The 
citizens of Petersburg can hardly be held responsible for a decision 
which they did not make or participate in making.

Second, a fact which is never discussed is the existence of a fifth dam 
in the Alaska Power Authority pool -- the Sitka project -- which pres­
ently contributes to the overall financial obligation of the Authority. 
Granted, the cost has proved considerably less than the other projects 
managed by APA. Nonetheless, APA carries the Sitka project loan and, as 
such, the loan does in fact become part of the overall debt for which 
Petersburg would be partially responsible if the city signed a power 
sales agreement with APA.

I dare say neither of the above conditions were a part of the original 
long term plans under which Petersburg, or other cities for that matter, 
agreed to negotiate a power sales agreement with the State.

APA has been heavily criticized for its management practices in the 
past. These past management practices may have very heavily contributed

m a y  a  M M



The Honorable Frank Ferguson 
May 1, 1984 
Page Two

to the "large and unnecessary fiscal liability" to which your letter 
refers, and to which Petersburg should not be whipped into submission to 
accept, as your letter suggests, in light of the fact that the condi­
tions have changed considerably. Had APA not arbitrarily caused the 
cost over-runs, and had all conditions remained constant, then the State 
would be justified in imposing the sanctions which your letter suggests. 
However, the plain truth is that all conditions did not remain constant. 
There were unjustified cost over-runs, and any community would be 
considered fiscally irresponsible to roll over simply because APA said 
they must.

Justice would be better served if the State admitted the true problem; 
paid off the APA's debt, which the State can well afford tc do; and get 
on with encouraging the development of hydro power in every nook and 
cranny in this State. It's the best investment we can make with our 
non-renewable resource dollars.

cc: Governor Sheffield
All Senators 
All Representatives
Don Koenigs, Mayor, City of Petersburg
Larry Crawford, Executive Director, APA
Ernie Haugen, Former State Representative, Petersburg

Sincerely,

Mae Tischer 

State Representative

MT/sg



LETTER OF UNDERSTANDING

The negotiating team representing APA, Ketchikan, Copper Valley Electric 
Association, Kodiak Electric Association, Petersburg and Wrangell have 
agreed on the terms and conditions of a power sales agreement incorporating 
the following:

1. The written and oral understandings of the parties 

heretofore reached shall be placed in writing in 

agreed final form, and remaining comments of the parties 
will be mutually and expeditiously resolved and also 
incorporated in the agreement.

2. A rate stabilization fund shall be established as 

proposed in the communities' 17 point proposal

funded in part by a State appropriation of $49,000,000.

3. The system increment proposal of the communities

shall also be incorporated in such agreement.

We mutually recognize that certain statutory amendments are required to 
implement the agreements reached to date.

We expect to conclude draft 0 & M agreements and interconnection agree­
ments following a mutual review of proposed contract revisions.

We will recommend to our respective boards and councils that the agree­

ments be adopted and that we be authorized to execute them and to assist
in the steps necessary to complete the financing.

DATED , 1984

ALASKA POWER AUTHORITY 

By: _

COPPER VALLEY ELECTRIC ASSOCIATION

By A L L — - - y

KODIAK ELECTRIC ASSOCIATION

By _ J

CITY OF. PETERSBURG 

&By r#L.



A n c h o r a g e  C a u c u s  
R e s o l u t i o n  No. 4

W H E R E A S ,  t h e  A n c h o r a g e  C a u c u s  o f  t h e  A l a s k a  L e g i s l a t u r e  
is m a d e  u p  of 10 m e m b e r s  o f  t h e  S e n a t e  a n d  17 m e m b e r s  of  the 
H o u s e  o f  R e p r e s e n t a t i v e s  e l e c t e d  f r o m  A n c h o r a g e  A r e a  D i s­
tr i c t s  .

W H E R E A S , t h e r e  o c c a s i o n a l l y  a r i s e  m a t t e r s  o f  s p e c i a l  
c o n c e r n  to m e m b e r s  o f  the A n c h o r a g e  C a u c u s  a b o u t  w h i c h  the 
C a u c u s  w i s h e s  to  t a k e  a c o l l e c t i v e  p o s i t i o n  a n d  h a v e  t h a t  
p o s i t i o n  c o m m u n i c a t e d  to t h o s e  m o s t  c o n c e r n e d ;  a n d

W H E R E A S , o n e  s u c h  m a t t e r  is t h e  c o n s t r u c t i o n  o f  the 
S u s i t n a  H y d r o e l e c t r i c  P o w e r  P r o j e c t ;  a n d

W H E R E A S , the s i g n i f i c a n t  f a c t s  r e l a t i n g  to t h i s  p r o­
po s a l  are as follows:

(a) T h e  S u s i t n a  H y d r o e l e c t r i c  P o w e r  P r o j e c t  is 
one o f  the l a r g e s t  a n d  m o s t  s i g n i f i c a n t  p r o j e c t s  for 
t h e  S t a t e  of  A l a s k a  for t h e  r e m a i n d e r  o f  th i s  c entury, 
a n d

(b) The b e n e f i t s  a n d  c o n s e q u e n c e s  o f  the 
c o n s t r u c t i o n  o f  t h i s  p r o j e c t  are v i t a l  to t h e  c o n t i n u e d  
g r o w t h  and d e v e l o p m e n t  o f  t h e  c i t i z e n s  l i v i n g  in 
A l a s k a ' s  I n t e r i o r  a n d  S o u t h c e n t r a l  areas, a n d

(cl T h e  a m o u n t  a l r e a d v  s p e n t  on t h i s  P r o j e c t  is 
a p p r o a c h i n g  $ 1 0 0 , 0 0 0 , 0 0 0  w i t h  at l e a s t  5 3 0 , 0 0 0 , 0 0 0  m o r e  
b e i n g  b u d g e t e d  for t h e  c o m i n g  f i s c a l  year, and

(d) The c o n s t r u c t i o n  o f  t h e  P r o j e c t  is e s t i m a t e d  
b y  t h e  A l a s k a  P o w e r  A u t h o r i t y  to sa v e  o v e r  
$ 1 , 0 0 0 , 0 0 0 , 0 0 0  in c o s t s  t o  s u p p l y  the p o w e r  n e e d s
o f  Central. A l a s k a  w h e n  c o m p a r e d  w i t h  the l e a s t  
l e a s t  c o s t l y  a l t e r n a t i v e  m e t h o d  for m e e t i n g  t h e s e  
lower needs, and

(e) $460 m i l l i o n  h a s  b e e n  s p e n t  on t h e  " F o u r - D a m
P o ol" h y d r o e l e c t r i c  p r o j e c t s  in t h e  E n e r g y  P r o g r a m  for 
A l a s k a ,  w h i c h  s e r v e  less t h a n  10% o f  the S t a t e ' s  
p o p u l a t i o n ,  and

(f) T h i s  P r o j e c t  w i l l  d i r e c t l v  her*.;fit m o s t  o f  
th e  p o p u l a t i o n  o f  c.he S t a t e  o f  A l a s k a  a n d  w i l l  
i n d i r e c t l y  b e n e f i t  the r e m a i n i n g  p e o p l e  o f  the State, 
a n d

(g) T h e  A n c h o r a g e - F a i r b a n k s  i n t e r t i e  w i l l  be 
c o m p l e t e d  this y e a r  a n d  w i l l  b e  a b l e  to d i s t r i b u t e  
S u s i t n a  p o w e r  to 70% o f  A l a s k a ' s  c i t i z e n s , a n d  w i l l  be 
s u b s t a n t i a l l y  m o r e  u s e f u l  t h a n  if S u s i t n a  w e r e  not 
b u i l t ,  and



(h) T h e  A l a s k a  P o w e r  A u t h o r i t y ,  in i m p l e m e n t i n g  
t h e  E n e r g v  P r o g r a m  for A l a s k a ,  h a s  n e g o t i a t e d  p o w e r  
s a l e s  a g r e e m e n t s  for p o w e r  f r o m  t h e  f o u r  h y d r o e l e c t r i c  
p r o j e c t s ,  a n d  t h o s e  c o n t r a c t s  a r e  c o n d i t i o n a l  on  r e p e a l  
o f  the S u s i t n a  E q u i t y  C l a u s e .

N O W  T H E R E F O R E ,  R E  IT R E S O L V E D  t h a t  it is t h e  p o s i t i o n  
o f  t h e  A n c h o r a g e  C a u c u s  t h a t  t h e  S u s i t n a  H y d r o e l e c t r i c  P o w e r  
P r o j e c t  be  e x p e d i t e d  to t h e  u t m o s t  a n d  t h a t  the G o v e r n o r  of 
t h e  S t a t e  o f  A l a s k a ,  the P r e s i d e n t  o f  the S e n a t e ,  a n d  the 
S p e a k e r  of  t h e  H o u s e  of  R e p r e s e n t a t i v e s  u s e  the p o w e r  of 
t h e i r  o f f i c e s  to p r o v i d e  t h e  f u n d s  a n d  m a n p o w e r  to c o m p l e t e  
t h e  P r o j e c t  at t h e  e a r l i e s t  p o s s i b l e  date.

AND, B E  IT R E S O L V E D  t h e  m e m b e r s  o f  the A n c h o r a g e  
C a u c u s ,  to a d v a n c e  the u n i t y  o f  p u r p o s e  of all A l a s k a n s  in 
d e v e l o p i n g  the t o t a l  e l e c t r i c a l  p o w e r  p o t e n t i a l  of our 
State, w h i l e  i m p l e m e n t i n g  s a f e g u a r d s  t o  a s s u r e  c o n s t r u c t i o n  
of  a n e e d e d  a n d  f e a s i b l e  S u s i t n a  H y d r o  P r o j e c t ,  w i l l  a c c e d e  
to t h e  r e p e a l  of  t h e  S u s i t n a  E q u i t y  C l a u s e ,  o n l y  if funds 
for m a j o r  h y d r o e l e c t r i c  p r o j e c t s  a r e  c o n s t i t u t i o n a l l y  
a s s u r e d ,  S u s i t n a  is i n c l u d e d  in t h e  E n e r g y  P r o g r a m  for 
A l a s k a ,  a n d  m e m b e r s  o f  the e x i s t i n g " F o u r - D a m  Pool" are 
c o n t r a c t u a l l y  o b l i g a t e d  to t h e i r  p a r t i c i p a t i o n  in the 
p r o g r a m  t h r o u g h  e x e c u t e d  p o w e r  s a l e s  a g r e e m e n t s ,

B E  IT F U R T H E R  R E S O L V E D  t h a t  t h i s  R e s o l u t i o n  be d e­
li v e r e d  t o  the G o v e r n o r ,  the P r e s i d e n t  of t h e  S e n ate, a n d  
the S p e a k e r  o f  t h e  H o u s e  in o r d e r  to  i m p r e s s  u p o n  t h e m  the 
u r g e n c y  o f  the n e e d  for t h e  P r o j e c t  a n d  the u n i f i e d  n a t u r e  
of the s u p p o r t  and. b a c k i n g  for its e a r l y  c o m p l e t i o n .



S U S I T N A  E Q U I T Y  

F a c t :

1. 5260 m i l l i o n  in a r a n t s  has a l r e a d y  b e e n  a p p r o p r i a t e d  by the
s t a t e  for f o u r  dams;

P.. 5200 m i l l i o n  is d u e  on s h o r t - t e r m  n o t e s  in the n e x t  12
m o n t h s .

P o l i c y  D e c i s i o n : A  d e c i s i o n  is n e c e s s a r y  o n  the i n t e r i m
f i n a n c i n g  r e t i r e m e n t .

O p t i o n s :

1. P a y  o f f  the 5200 m i l l i o n  f r o m  g e n e r a l  funds a n d / o r  the 
U n d i s t r i b u t e d  I n c o m e  A c c o u n t  of t h e  P e r m a n e n t  Fund:

A. 4 d a m  c u s t o m e r s  w i l l  p a y  o p e r a t i o n s  a n d  m a i n t e n a n c e  
o n l y  to A l a s k a  P o w e r  A u t h o r i t y  w h i c h ,  in turn, is d e p o s i t e d  
i n t o  the G e n e r a l  ^ u n d  (state law a l l o w s  A P A  to c o l l e c t  o n l y  O & M  
a n d  d e b t  s e r v i c e ) ;

B. S u s i t n a  E q u i t y  c l a u s e  r e m a i n s  intact;

C. N o  a d d i t i o n a l  r e v e n u e s  a r e  g e n e r a t e d  into the G e n e r a l  
Bund, e x c e p t  o p e r a t i o n s  and m a i n t e n a n c e .

2. P a v  o f f  t h e  5200 m i l l i o n  w i t h  l o n g  t e r m  b o nding:

A. 4 d a m  c u s t o m e r s  w i l l  oav O & M  a n d  d e b t  s e r v i c e  to A P A  
w h i c h  is d e p o s i t e d  i n t o  the G e n e r a l  Fund;

B. A d d i t i o n a l  r e v e n u e s  are q e n e r a t e d  for t h e  A l a s k a  P o w e r  
A u t h o r i t y  t o  r e t i r e  f u t u r e  a d d e d  debt, for p r o j e c t s  a d d e d  to 
t h e  E n e r g y  Pro g r a m .

C. D a m s  w i l l  b e  f u l l y  f i n a n c e d  w i t h o u t  a d d i t i o n a l  G e n e r a l  . 
F u n d  m o n i e s ;

D. C r e a t e s  a " b o n d i n g  base" to a d d  o t h e r  p r o j e c t s  eg. 
B r a d l e y  L a k e  and Susitna;

E. F o r  30 to  35 y e a r  b o n d s  w i t h  a 50 y e a r  p o w e r  s ales 
a g r e e m e n t  m e a n s  4 d a m  c u s t o m e r s  w i l l  b e  p a y i n g  o f f  the b o n d e d  
i n d e b t e d n e s s  o f  n e w  p r o j e c t s  —  b y  p a y i n g  d e b t  ser v i c e ,  w i l l  
h e l p  p a y  for o t h e r  p r o j e c t s .

F. L e v e r a g e s  the s t a t e ' s  e q u i t y  i n t o  l a r g e r  a m o u n t  o f  
p o w e r  d e v e l o p m e n t ;

G. R e m o v e s  the S u s i t n a  E q u i t y  c l a u s e  to i n s u r e  p o w e r  s a l e s  
a g r e e m e n t s

H. C a n  k e e p  the S u s i t n a  E q u i t y  c l a u s e  i n t a c t  w h i c h  w i l l  
p r o v i d e  m o r e  c o s t l y  long terra f i n a n c i n g ,  b u t  c o m m u n i t i e s  w i l l  
n o t  v o l u n t a r i l y  e x e c u t e  p o w e r  s a l e s  a g r e e m e n t s  w i t h  t h e  c l a u s e  
in place.



P A T E  S T A B I L I Z A T I O N  F U N D

P o l i c y  D e c i s i o n :

T*Jhy $35 m i l l i o n  o r  $49 m i l l i o n ?

F a c t ;

A 13A  w a n t s  n o w e r  s a l e s  a g r e e m e n t s  to b o t h  p r o t e c t  a n d  r e a l i z e  a 
r e t u r n  on  $460 m i l l i o n  ($260 m i l l i o n  a p p r o p r i a t e d  a n d  $200 
m i l l i o n  debt). A P A ' s  g o a l  is to h a v e  p o w e r  sale a g r e e m e n t s  
t h a t  p r o v i d e  h y d r o  p o w e r  at n o  h i g h e r  c o s t  t h a n  the b e s t  
t h e r m a l  a l t e r n a t i v e  in t h o s e  c o m m u n i t i e s .

W h v  $35 M i l l i o n ?

B a s e d  on c o m p u t e r  a n a l y s i s  o f  lo a d  f o r e c a s t s ,  $35 m i l l i o n  croes 
to the b a n k  for a R a t e  S t a b i l i z a t i o n  Fund. A P A  w i l l  b o r r o w  an 
a d d i t i o n a l  $12 m i l l i o n  ( maximum a l l o w e d  b v  f e d e r a l  law) for a 
t o t a l  o f  $47 m i l l i o n  in the b a n k  w h i c h  w i l l  b e  u s e d  to 
s u b s i d i z e  e a c h  ra t e  p a y e r  so t h a t  t h e i r  e l e c t r i c i t y  e q u a l s  the 
p r o i e c t e d  c o s t  o f  the t h e r m a l  a l t e r n a t i v e .

W h v  $49 m i l l i o n ?

T h e  a d d i t i o n a l  $14 m i l l i o n  w i l l  m a k e  the r a t e  payers' e l e c t r i c­
ity a p p r o x i m a t e l y  1 1/2C l o wer t h a n  t h e r m a l  a l t e r n a t i v e .

S u s i t n a  E q u i t y  C l a u s e  n o t  i n v o l v e d  in this d i a l o g u e  -- the Rate 
S t a b i l i z a t i o n  F u n d  is d e m a n d e d  b v  t h e  4 d a m  c o m m u n i t i e s .

4 D A M  P O O L  P R I C E  OF P O W E R  C O M P U T A T I O N

C o s t  o f  O & M  and I n s p e c t i o n s
+

D e b t  S e r v i c e

X
j  j,

less R a t e  S t a b i l i z a t i o n  F u n d  (state s u b s i d y  to b a l a n c e  
t h e r m a l  a l t e r n a t i v e )

X - R a t e  S t a b i l i z a t i o n  F u n d  = c o s t  of  e l e c t r i c i t y  4 d a m  pool



P O L I C Y  D E C I S I O N :  C o n s t i t u t i o n a l  A m e n d m e n t

As c u r r e n t l y  w r i t t e n ,  the p r o p o s e d  c o n s t i t u t i o n a l  a m e n d m e n t  
d o e s  t h e  f o l l o w i n g :

1. A l l o w s  a d e d i c a t e d  fund ( e s t a b l i s h i n g  an i n c o m e  s t r e a m  
c o n s i s t i n g  o f  10% of  the t o t a l  r e v e n u e s  g e n e r a t e d  f r o m  
n o n - r e n e w a b l e  res o u r c e s )  for s p e c i f i c  p u r p o s e s  w h i c h  are 
r e v e n u e  g e n e r a t i n g  a n d  are t h e r e f o r e  o a i d  b a c k .

Pr o s

M a k e s  S u s i t n a  e a s i e r  to  build:

A. By  p r o v i d i n g  a s o u r c e  o f  i n c o m e  for p r o i e e t s  m e e t i n g
s p e c i f i c  c r i t e r i a  (for ex a m p l e ,  1 . 2 b i l l i o n  h a s  b e e n
a p p r o p r i a t e d  for c a p i t a l  p r o i e e t s  th i s  v e a r  o f  w h i c h  n o n e  is 
for hvdro)

B. C a n  be  w r i t t e n  to be  b i a s e d  t o w a r d s  S u s i t n a
C. A v o i d s  the s p e n d i n g  l imit b e c a u s e  it w o u l d  be 

r e s t r i c t e d  r e v e n u e s
D. I s o l a t e s  a r e v e n u e  s t r e a m  c o n s i s t i n g  of  m o n e v  f r o m  b o t h  

the L e g i s l a t u r e  and t h e  G o v e r n o r
E. M a k e s  b u i l d i n g  S u s i t n a  less p o l i t i c a l  y e a r  a f t e r  y e a r
F. M o n e v  w o u l d  b e  p a i d  b a c k  b y  fu t u r e  g e n e r a t i o n s  of

A l a s k a n s
G. I s o l a t e s  a b l o c k  of m o n e y  for h y d r o  c o n s t r u c t i o n .

Co n

A. E s t a b l i s h e s  a d e d i c a t e d  fund w h i c h  t a k e s  f u n d i n g  
d e c i s i o n s  a w a y  f r o m  t h e  L e g i s l a t u r e

2 . P o w e r  C o s t  A s s i s t a n c e  C l a u s e  w h i c h  w i l l  m a k e  it p o s s i b l e  to 
get r e a s o n a b l e  p o w e r  c o s t  in r u r a l  A l a s k a .

A. N e e d e d  for r u r a l  s u p p o r t  o f  the a m e n d m e n t
B. L o c k s  t h e  e x i s t i n g  P o w e r  C o s t  A s s i s t a n c e  s t a t u t e  in t o  

t h e  C o n s t i t u t i o n
C. L e g i s l a t u r e  m a i n t a i n s  c o n t r o l  b y  e s t a b l i s h i n g  a p p r o­

p r i a t i o n  l e vel

3. $ 1 0 0 , 0 0 0 . 0  t h r e s h o l d  for p r o j e c t s .



C U R R E N T  S T A T U T O R Y  P R O V I S I O N S

U n d e r  e x i s t i n g  s t a t u t e s ,  the f o l l o w i n g  a l t e r n a t i v e s  are 
p o s s i b l e :

1. A u t h o r i z e  S u s i t n a  u n d e r  the E n e r g y  P r o g r a m  for A l a s k a  (no 
o t h e r  h v d r o  p r o j e c t s  are c u r r e n t l y  a u t h o r i z e d  and funded.).

T h i s  c o m m i t s  t h e  s t a t e  to b u i l d i n g  S u s i t n a  (also r e q u i r e s  O M B  
revi e w ,  p o w e r  s a les a g r e e m e n t s ,  e c o n o m i c  f e a s i b i l i t v  a n a l y s i s ,  
FF.RC l i c e n s e s .  It, h o w e v e r ,  c l a r i f i e s  the c o m m i t m e n t  to th i s  
p r o c e s s ) .

2. P o w e r  D e v e l o p m e n t  F u n d . T h i s  is a s t a t e  a c c o u n t  for 
b u i l d i n g  h y d r o  p r o j e c t s  ( a p p r o p r i a t i o n s  for t h e  4 d a m  p o o l  a n d  
i n t e r t i e  h a v e  a l r e a d v  b e e n  d e p o s i t e d  in t o  the f u n d ) .

O p t i o n : I p p r o p r i a t e  m o n e y  in t o  P o w e r  D e v e l o p m e n t  ^ u n d  cor
b u i l d i n g  S u s i t n a  w h i c h  w i l l  b e g i n  b u i l d i n g  t h e  e g u i t v  n e e d e d  to 
m a k e  e l e c t r i c i t y  e c o n o m i c a l l y  v i a b l e  for c o n s u m e r s .  Tt w i l l  
a l s o  m a k e  p o s s i b l e  a c o m b i n a t i o n  o f  l o n g  t e r m  b o n d i n g  a n d  s tate 
e q u i t y  (by l e g i s l a t i v e  a p p r o p r i a t i o n ) .

Fo r  e x a m p l e , the L e g i s l a t u r e  c o u l d  a u t h o r i z e  a d e p o s i t  o f  $1.5 
b i l l i o n  i n t o  the P o w e r  D e v e l o p m e n t  F u n d  and i m m e d i a t e l y  
a u t h o r i z e  the a p p r o p r i a t i o n  of  $200 m i l l i o n  f r o m  the G e n e r a l  
Fund. T h i s  w o u l d  be s i m i l a r  to t h e  c u r r e n t  d e p o s i t  a r r a n q e m e n t  
for c o n t r i b u t i o n s  into the P e r m a n e n t  Fund.



§ 44.83.300 S t a t e  G o v e r n m e n t S 44.83.320

A rtic le  7. S u s i tn a  R iv e r  H y d r o e le c t r ic  P ro je c t .
Section
300. D escrip tion  o f pro ject 
310 . P u rp o se  o f pro ject 
320. P re lim in a ry  rep o rts

S e c tio n
340. A n n u a l re p o rt
350. L eg is la tiv e  a n d  ex ecu tiv e  o v ersig h t
360. P ro jec t fin an c in g

325. R estric tio n s on c o n tra c tin g  
330 . C o n stru c tio n , m a in te n a n c e  and  o p e r­

a tio n  o f project

Sec. 44.83.300. D e sc r ip t io n  o f  p ro je c t .  The Susitna River 
hydroelectric project consists of dams and related reservoirs, and power 
p lan ts  located in the Upper Susitna  River Basin, and related 
transmission lines, facilities, and load centers, as described in the 
A laska Power Authority’s report required by AS 44.83.320(b). (§ 2 ch 
169 SLA 1980)

Sec. 44.83.310. P u r p o s e  o f  p ro je c t .  The prim ary purpose of the 
Susitna  River hydroelectric project is to generate, transm it  and distr ib­
ute electric power in a m anner which will

(1) minimize m arke t area  electrical power costs;
(2) minimize adverse environm ental and social impacts while 

enhancing environmental values to the ex ten t possible; and
(3) safeguard both life and property. (§ 2 ch 169 SLA 19S0)

Sec. 44.83.320. P re l im in a ry  r e p o r t s ,  (a) By March 30, 1981, the 
au thority  shall prepare and suLmit to the governor and to the 
legislature a preliminary report recommending whether work should 
continue on the Susitna  River hydroelectric project, and, if the 
recommendation is to continue on the project, the  report shall explain 
in detail

(1) economic evaluations and prelim inary environmental impact 
assessments for the Susitna  River hydroelectric project and all viable 
alternatives;

(2) the  federal and sta te  permits required to be obtained before 
construction can begin and the expected construction s ta r t  date; and

(3) any other information the au thority  considers appropriate or 
necessary to adequately inform the governor and the legislature of the 
s ta tus  of the Susitna River hydroelectric project.

(b) By April 30, 1982, the authority  shall prepare and subm it to the 
governor and to the legislature a prelim inary  report recommending 
w hether  work should continue on the Susitna  River hydroelectric 
project, and other viable alternatives, If the recommendation is to 
continue on the Susitna River hydroelectric project, the report shall 
explain in detail

(1) the proposed conceptual design and phases of construction of the 
Susitna  River hydroelectric project;

(2) the expected completion date of each phase of construction:
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*3̂  the expected cost of each phase of construction: 
r  *4) the costs to the s ta te  and consumers of the project under

V . v a lte rna tive  methods of project financing, including revenue bonds, gen*
eral obligation bonds, and general fund appropriations: and

(5) any o ther information the au thority  considers appropriate  or 
necessary to adequately  inform the governor and the legislature of the 
s ta tu s  of the Susitna  River hydroelectric project.

(c) The prelim inary reports required under (a) and (b) of this section 
a re  in addition to any reports required under AS 44.83.ISO —

. 44.83.224. (8 2 ch 169 SLA 1980)

Sec. 44.83.325. R e s t r ic t io n s  on  c o n t r a c t in g .  The au thority  m a y  
not en te r  into contracts under  AS 44.S3.300 — 44.83.360 other than 
those contracts necessary to complete (1) feasibility studies. (2) the 
preliminary reports required by AS 44.83.320, or (3) construction of the 
Anchorage-Fairbanks in tertie, until the legislature approves by law 
the preliminary report required under AS 44.83.320(b). (8 2 ch 169 
SLA 1980)

E d i t o r ’s  n o te .  — Section  21, ch. 133, com ple ted  before a c tu a l co n stru c tio n  of th e
SL A  1982, prov ides: " N o tw ith s ta n d in g  th e  S u s itn a  R iv er h y d ro e lec tric  pro ject, de­
p ro v isio n s o f AS 44 .83 .325 , th e  A la sk a  scribed  in A S 44 .83 .300 , m ay beg in . T h is
P o w er A u th o rity  m ay  e n te r  in to  c o n tra c ts  sec tio n  docs no t au th o rize  th e  A la sk a
u n d e r  A S 44 .83.300 —  44 .83 .360  for pre- P ow er a u th o r i ty  to  e n te r  in to  c o n tra c ts  lor
lim in a ry  w ork w ith o u t th e  ap p ro v al th e  a c tu a l co n stru c tio n  of th e  S u s itn a
re q u ire d  by AS 44 .83.325. In  th is  sec tio n . R iv er h y d ro e lec tr ic  pro ject or for th e  prep-
'p re lim in a ry  w ork ' m ean s th e  p re p a ra tio n  a ra t io n  o f  th e  s i te  of th e  S u s itn a  R iver
o f p lan s  an d  s tu d ie s  an d  th e  p re p a ra tio n  h y d ro e lec tric  p ro jec t w ith o u t th e  approval
a n d  su bm ission  o f license  ap p lic a tio n s , a s  re q u ire d  by AS 44.83 .325 ."
w ell a s  o th e r  I v d c s  of w ork , th a t  m u s t be

Sec. 44.83.330. C o n s t ru c t io n ,  m a in te n a n c e  a n d  o p e ra t io n  o f  
p ro je c t .  Within one year after approval of its preliminary report 
submitted under AS 44.83.320(b), the au thority  may enter into a 
contract for the construction of the Susitna River hydroelectric project 
in a m anner consistent with the purpose of the project as described in 
AS 44.83.310. (8 2 ch 169 SLA 1980)

Sec. 44.83.340. A n n u a l  re p o r t ,  (a) If the Susitna River 
hydroelectric project is approved by the legislature under AS 
44.83.320(d), beginning in 1983 the au thority  shall prepare an annual 
report which explains in c ‘tail

(1) the sta tus  of const* jction on the Susitna  River hydroelectric 
project;

(2) the completion date of any phase of the  Susitna River 
hydroelectric project which has been completed and the reasons for any 
deviation between the completion date and the expected completion 
date  stated in the prelim inary report required under AS 44.83.320(b);

(3) the actual cost of any phase of the Susitna River hvdroelectr ,c 
project which has been completed and the reasons for any deviation 
between t le actual cost and the expected cost s tated in the preliminary 
report req aired under AS 44.S3.320(b);

(4) the federal and s ta te  permits necessary to begin or continue 
construction of the Susitna  River hydroelectric project, the actual dates 
on which the federal and s ta te  permits necessary to begin or continue 
construction were obtained, and the reasons for any deviation between 
the actual dates and the expected dates s tated in the preliminary 
report required under AS 44.83.320(ai or in the earl ie r  annual reports 
required under this section;

§ 44.83.325 A l a s k a  S t a t u t e s  8 44.83.340

- /
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§ 44.83.350 S t a t e  G o v e r n m e n t  5 44.83.360

(5) any other information the au thority  considers appropriate or 
necessary to adequately inform the governor and the legislature of the 
s ta tu s  of the Susitna River hydroelectric project.

(b) The annual report required under (a) of this section is in addition 
to any reports required under AS 44.83.180 — 44.83.224 and shall be 
submitted, by March 30 of each year, to the governor and to each 
m em ber of the legislature. (§ 2 ch 169 SLA 1980)

Sec. 44.83.350. L eg is la t ive  a n d  e x e c u t iv e  o v e rs ig h t .  The 
legislature or the governor m ay provide for ongoing oversight, review 
and  selected in-depth analysis of the Susitna  River hydroelectric 
project plan of study. The au thority  shall provide all data, analyses, 
reports, and other information to whomever conducts the oversight, 
review, or analysis activities. Selected in-depth analyses shall include 
assessments of the power alternatives, financing, and power m arketing 
sections of the Susitna  River hydroelectric project plan of studv. (S 2 ch 
169 SLA 1980)

Sec. 44.83.360. P r o je c t  f in a n c in g .  The Susitna River 
hydroelectric project shall be financed by general fund appropriations, 
general obligation bonds, revenue bonds, or o ther plans of finance as 
approved by the legislature. (§ 2 ch 169 SLA 19S0)

A rtic le  8. R u ra l  E le c t r i f ic a t io n  R e v o lv in g  L o a n  F u n d .  
S e c tio n
361 . R u ra l e lec trifica tio n  rev o lv in g  loan 

fund
363. Loan advisory  co m m ittee

Sec. -14.83.361. R u r a l  e le c t r i f ic a t io n  rev o lv in g  loan  f u r d .  (a) 
The rural electrification revolving loan fund is established in the 
Alaska Power Authority. The fund consists of

(1) aoDroDriations made to the fund; and
AS 46.33.361(a)(2) Is amended co read: , .

\*> • this sec­
tion. ^  principal IARD INTEREST) pavmenca on loans made under

(b) The authority  may m ake loans from the rural electrification 
revolving loan fund to electric utilities certified by the Alaska Public 
Utilities Commission. A loan from the fund may be made only for the 
purpose of extending new electric service into an  area of the state  that  
an electric utility may serve under a certificate of public convenience 
and necessity issued by the Alaska Public Utilities Commission. A loan 
may be made from the fund to an electric u tility  if the utility invests 
the money necessary to provide one pole, one span of line, one 
transformer, and one service drop for each consumer for whom immedi­
a te service would be provided by the extension of electric service. How­
ever, a loan may not be made from the fund unless

(1) the loan is recommended by a loan advisory committee appointed 
under AS 44.83.363; and 

12) the extension of electric service would provide immediate service 
to a t  least three consumers.
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IN THE HOUSE BY THE RESOURCES COMMITTEE 

CS FOR HOUSE BILL NO. 589 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the Alaska Power Authority; and

providing for an effective date."

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

* Section 1. AS 44.83.398(a) is amended to read:

(a) The authority shall sell power produced from power projects 

acquired or constructed under the energy program for Alaska. For 

purposes of this section, Lake Tyee, Swan Lake, Solomon Gulch, and 

Terror Lake hydroelectric facilities are considered to be one power 

project. This power project is referred to as the initial project [A

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

THORITY SHALL AGREE WITH THE AUTHORITY

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

ALL CLASSES OF CONSUMERS OF POWER EXCEPT INDUSTRIAL CONSUMERS;

(2) TO CHARGE INDUSTRIAL CONSUMERS OF PCJER A RATE DE­

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

* Sec. 2. AS 44.83.398(b) is amended to read:

(b) The authority shall establish a wholesale power '.'rite struc­

ture applicable to sales of power to the [its] customers [AT THE 

BUSBAR] of a power project as follows:

(1) The authority shall establish and maintain a separate

wholesale power rate applicable to each power project that it has 

acquired or constructed under the energy program for Alaska, other 

than a project described in (f) of this section. The wholesale power 

rate established by the authority for the initial project must be a

-1- CSHB 5 8 9 (Res)



rate calculated uiider this paragraph except that the portion of the

rate applicable to (A) and (C) of this paragraph must be adjusted for 

the hydroelectric facilities in the initial project as set out in (3) 

of this subsection. The wholesale power rate shall be computed by the 

authority annually, or more frequently as may be necessary, and shall 

equal the rate that the authority estimates is necessary to produce 

revenue that is sufficient to pay

(A) operation, maintenance, and equipment replacement 

costs of the power project;

(B) the power project's proportionate share of the 

debt service on state loans and bonds for all power projects in 

the energy program for Alaska, determined in accordance with (g/ 

of this section;

(C) safety inspections and investigations of the power 

project by the authority.

[(2) IF, BY JULY, 1, 1991, THE LEGISLATURE HAS NOT APPRO­

PRIATED AT LEAST $5,000,000,000 TO THE FUND, IN ADDITION TO APPRO­

PRIATIONS TO THE FUND OF INTEREST EARNED ON MONEY IN THE FUND, THE 

AUTHORITY SHALL, BEGINNING ON THAT DATE, ESTABLISH AND MAINTAIN A 

SEPARATE WHOLESALE POWER RATE APPLICABLE TO EACH POWER PROJECT THAT IS 

ACQUIRED OR CONSTRUCTED UNDER THE ENERGY PROGRAM FOR ALASKA. THE 

WHOLESALE POWER RATE SHALL BE COMPUTED BY THE AUTHORITY ANNUALLY, OR 

MORE FREQUENTLY AS MAY BE.NECESSARY, AND SHALL BE THE GREATER OF

(A) 10 PERCENT OF THE AIL UNT THE AUTHORITY HAS INVEST­

ED IN THE POWER PROJECT, INCLUDING LOANS AND GRANTS MADE BY THE 

STATE; OR

(B) THE R/.E THAT THE AUTHORITY ESTIMATES IS NECESSARY 

TO PRODUCE REVENUE SUFFICIENT TO PAY

(i) OPERATION, MAINTENANCE, AND EQUIPMENT 

CSHB 589(Res) -2-



REPLACEMENT COSTS OF THE POWER PROJECT;

(ii) THE POWER PROJECT'S PROPORTIONATE SHARE OF

DEBT SERVICE ON STATE LOANS AND BONDS FOR ALL POWER PROJECTS 

IN THE ENERGY PROGRAM FOR ALASKA, DETERMINED IN ACCORDANCE 

WITH (g) OF THIS SECTION; AND

(iii) SAFETY INSPECTIONS AND INVESTIGATIONS OF THE 

POWER PROJECT BY THE AUTHORITY.]

(3) For the purpose of determining amounts to be allocated

to each hydroelectric facility in the initial project under (1)(A) and

(1)(C) of this subsection, the authority shall determine for each

hydroelectric facility its individual operation, maintenance, equip­

ment replacement, safety inspection, and investigation costs.

* Sec. 3. AS 44.83.398(e) is amended to read;

(e) After determining the wholesale power rate for a power 

project under the provisions of this section, the authority may adjust 

the rate or change the rate provisions to insure that the revenue 

derived from that power project and the aggregate revenues of the 

authority will be adequate to comply with the rate covenants and other 

agreements contained in any trust indenture or trust agreement entered 

into by the authority for the security of the holders of bonds issued 

to finance power projects in the Energy Program for Alaska. The 

authority may agree with a purchaser of power to limit rate increases 

caused by debt service payable by the authority on subsequent proj­

ects .

* Sec. 4. AS 44.83.398(g) is amended to read:

(g) For the purposes of (b)(1)(B) [AND (b) (2) (B) (ii) ] of this 

section, a power project's proportionate share of debt service on 

state loans and bonds for all power projects in the energy program for 

Alaska is equal to the state's investment in the power project divided

-3- CSHB 589(Res)



by the state's investment in all power projects in the energy program 

for Alaska and multiplied by the debt service on state loans and bonds 

for all power projects in the energy program for Alaska. In this 

subsection

(1) "state's investment in the power project" includes all 

state money invested in a power project, including loans, grants, and 

proceeds from bonds, less the principal repayments on the project's 

proportionate share of the debt service on state loans and bonds;

(2) "state's investment in all power projects in the energy 

program for Alaska" includes all state money invested in the power 

projects, other than interties, in the energy program for Alaska,

including loans, grants, and proceeds from bjnds, less the principal 

repayments on bonds and state loans issued for the power projects.

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

* Sec. 6. The Bradley Lake hydroelectric project is approved as a state

project in the energy program for Alaska.

* Sec. 7. The Susitna hydroelectric project is approved as a state

project in the energy program for Alaska.
f

* Sec. 8. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).
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$275,000,000

IN T H E  H O U S 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 FOR HOUSE BILL NO. 6 84(Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act making a special appropriation to the Alaska

Power Authority; and providing for an effective 

date."

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

* Section 1. The sum of $49,000,000 is appropriated from the general 

fund to the Alaska Pcwer Authority for the purpose of rate stabilization in 

accordance with the terms of power sales agreements and bond covenants for

the issuance of revenue bonds for the Lake Tyee, Swan Lake, Terror Lake,

and Solomon Gulch hydroelectric facilities.

* Sec. 2. The sum of $200,000,000 is appropriated from the general fund

to the power development fund for the purpose of financing the Watana Dam

phase of the Susitna hydroelectric project.

* Sec. 3. The sum of $26,000,000 is appropriated from the general fund

for the power cost assistance program.

* Sec. 4. The appropriations made in secs. 1 - 3 of this Act are not

one-year appropriations and do not lapse under AS 37.25.010.

* Sec. 5. This Act takes effect immediately in accordance with AS 01.-

10.070(c).
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IN THE HOUSE BY THE RESOURCES COMMITTEE

CS FOR HOUSE JOINT RESOLUTION NO. 57 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALA SICA 

THIRTEENTH LEGISLATURE - SECOND SESSION

Proposing an amendment to the Constitu­

tion of the State of Alaska creating a

fund to provide a source of financing

for capital projects.

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

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

ed by adding a new section to read:

SECTION 17. MAJOR PROJECTS FUND. (a) There is created in the 

State treasury a major projects fund. The purpose of the major proj­

ects fund is to finance the construction of capital projects that 

exceed $100,000,000 in cost. The unexpended balance of the fund shall 

be invested in the manner specified in section 16 of this article for 

the genera] fund. The major projects fund consists of

(1) an annual deposit of 25 percent of state revenue earned

during the period beginning July 1, 1985, and ending November 30,

1990, from the following sources:

(A) mineral lease rentals;

(B) royalties;

(C) royalty sale proceeds;

(D,) federal mineral revenue-sharing payments; and

(E) state bonuses;

(2) interest earned each fiscal year from investment of 

money in the major projects fund;

(3) revenue dedicated to the major projects fund in accor­

dance with (c) of this section; and

- 1 - C S H J R  5 7 (Res)
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(4) appropriations made by the legislature to the major

projects fund.

(b) Money shall not be expended from the major projects fund for 

a capital project unless

(1) the expenditure is in accordance with an appropriation 

bill passed by the legislature;

(2) a plan for financing the project has been approved by 

the governor and the legislature that identifies the source of all

money necessary to complete construction of the project;

(3) the capital project is estimated to earn enough revenue

during the useful life of the project to pay the costs of operations

and maintenance of the project and to repay the money appropriated 

from the major projects fund and other money to finance the project; 

and

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

(c) The legislature shall dedicate by law oufficient revenue 

earned by a capital project financed by the major projects fund so 

that the amount expended from the fund to finance the project is re­

paid during the useful life of the project.

(d) The legislature may appropriate revenue dedicated under this 

section to meet a state of disaster declared by the governor as pre­

scribed by law.

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

amended to read:

SECTION 7. DEDICATED FUNDS. The proceeds of any state tax or 

license shall not be dedicated to any special purpose, except as pro­

vided in sections [SECTION] 15 and 17 of this article or when required 

by the federal government for state participation in federal programs. 

This provision shall not prohibit the continuance of any dedication 

CSHJR 5 7 (Res) -2-
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for s p e c i a l  p u i p o c oe? 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  this 

s e c t i o n  by  the p e o p l e  of A l a ska.

* Sec. 3. A r t i c l e  IX, sec. 16, C o n s t i t u t i o n  o f  the S t a t e  of  A l a s k a  is 

a m e n d e d  to read:

S E C T I O N  16. A P P R O P R I A T I O N  LIM I T .  E x c e p t  for a p p r o p r i a t i o n s  for 

A l a s k a  p e r m a n e n t  f u 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 r o m  the m a j o r  p r o j­

ects  fund e s t a b l i s h e d  b y  s e c t i o n  17 o f  this a r t i c l e ,  a p p r o p r i a t i o n s  of 

r e v e n u e  b o n d  p r o c e e d ^ ,  a p p r o p r i a t i o n s  r e q u i r e d  to p a y  the p r i n c i p a l  

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

r e c e i v e d  f r o m  an n o n - S t a t e  s o u r c e  in trust for 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  or p u b l i c  c o r p o r a t i o n  of  the 

S t a t e  that 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 r o m  the t r e a s u r y  m a d e  

for 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 3 , 0 0 0  b y  m o r e  t h a n  the 

c u m u l a t i v e  change, d e r i v e d  f r o m  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  b y  law, 

in 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  this limit, at 

l e ast o n e - t h i r d  s h a l l  be r e s e r v e d  for c a p i t a l  p r o j e c t s  a n d  lo a n  a p p r o­

pri a t i o n s .  T h e  l e g i s l a t u r e  m a y  e x c e e d  this l i m i t  in b i l l s  for a p p r o­

pr i a t i o n s  to the A l a s k a  p e r m a n e n t  f u n d  a n d  in b i l l s  for a p p r o p r i a t i o n s  

for c a p i t a l  p r o j e c t s ,  w h e t h e r  o f  b o n d  p r o c e e d s  or o t h e r w i s e ,  if e a c h  

b i l l  is a p p r o v e d  b y  t h e  g o v e r n o r ,  or p a s s e d  b y  a f f i r m a t i v e  v o t e  of 

t h r e e - f o u r t h s  of the m e m b e r s h i p  o f  the 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  

veto, or b e c o m e s  l a w  w i t h o u t  s i g n a t u r e ,  a n d  is a l s o  a p p r o v e d  b y  the 

v o t e r s  as p r e s c r i b e d  b y  law. E a c h  b i l l  for a p p r o p r i a t i o n s  for c a p i t a l  

p r o j e c t s  in e x c e s s  o f  the l i m i t  s h a l l  b e  c o n f i n e d  to c a p i t a l  p r o j e c t s

o f  the same type, a n d  the v o t e r s  shall, as p r o v i d e d  b y  law, b e  i n­

f o r m e d  o f  the co s t  o f  o p e r a t i o n s  a n d  m a i n t e n a n c e  o f  the c a p i t a l  p r o j­

ects. No o t h e r  a p p r o p r i a t i o n  in e x c e s s  o f  this l i m i t  m a y  b e  m a d e  e x ­

cept  to m e e t  a s t a t e  of  d i s a s t e r  d e c l a r e d  b y  the g o v e r n o r  as p r e­

s c r i b e d  b y  law. T h e  g o v e r n o r  s h a l l  c a u s e  a n y  u n e x p e n d e d  and
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unappropriated balance to be invested so as to yield competitive 

market rates to the treasury.

* Sec. 4. Article IX, sec. 17(a), Constitution of the State of Alaska, 

is amended to read:

SECTION 17. MAJOR PROJECTS FUND. (a) There is created in the 

State treasury a major projects fund. The purpose of the major proj­

ects fund is to finance the construction of capital projects which 

exceed $100,000,000 v* cost. The unexpended balance of the the fund 

shall be invested in the manner specified in section 16 of this 

article for the general fund. The major projects fund consists of

(1) an annual deposit of 25 percent of state “evenue earned 

after [DURING THE PERIOD BEGINNING] July 1, 1985 [, AND ENDING NOVEM­

BER 30, 1990,] from tne following sources:

(A) m i n e r a l  l e a s e  rentals;

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

(C) royalty sale proceeds;

(D) federal mineral revenue-snaring payments;

».E) state bonuses;

(2) interest earned each fiscal year from investment of 

money in the major projects fundj and

(3) revenue dedicated to the major projects fund in accor­

dance with (c) of this section; and

(4) appropriations made by the legislature to the Major 

Projects Fund.

* Sec. 5. Article XV, Sec. 17(a), Constitution of the State of Alaska 

is amended by adding a new section to read:

Section 29. EXTENSION OF CONTRIBUTION TO MAJOR PROJECT FUND. If 

the 1984 amendment creating the major projects fund (Article IX, 

section 17) is adopted, the lieutenant governor shall cause, a ballon 

CSKJR 5 7 (Res) -4-
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20 
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25

26

27

28 

29

t i t l e  a n d  p r o p o s i t i o n  f o r  A r t i c l e  IX, s e c t i o n  17(a), as a m e n d e d  in 

s e c t i o n  1 o f  this r e s o l u t i o n  to b e  p l a c e d  on the b a l l o t  at the g e n e r a l  

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  the p r o p o s i t i o n  in 

1990 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 opted.

* Sec. 6. T h e  a m e n d m e n t s  p r o p o s e d  b y  this r e s o l u t i o n  s hall b e  p l a c e d  

b e f o r e  the 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. XIII, 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

tion laws o f  the state.
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B E T T Y E  F A H R E N K A M P , C hairm an 
R O B E R T  H. Z IE G L E R , SR., V ice  C hairm an 
D IC K  E LIA S O N  
PA U L F IS C H E R  
V IC  F IS C H E R  
B O B  M U L C A H Y  
A R L IS S  S T U R G U L E W S K I

S e n a t e
C om m itte e  on R e sou rc e s

S C S  C S H B  5 8 9  ( F i n )  a m

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 b 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  of t h e  w h o l e s a l e  p o w e r  r a t e  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  ' .  R e p e a l s  t h e  S u s i t n a  " e a u i t y  c l a u s e " .

S e c .  3 .\ilows t h e  A I 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  of d e b t  

s e r v i c e  p a y a b l e  by 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  o f  t h e  l a t e r  

a d d i t i o n  o f  n e w  p i o j e c 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 r m i n g  a m e n d m e n t  p e r  r e p e a l  of S u 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  for 

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  m e  y e a r  a f t e r  r e p o r t  a p p r o v a l .

S e c .  7 S i g n i n g  o f  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 .  8 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  at a c o n s t r u c t i o n  c o s t  

o f  $ 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 iOM H O U S E - P A S S E D  V E RSION?.

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 p 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  in t h e  b o d y  o f  t h e  b i l l  

( S e c t i o n  2) r a t h e r  t h a n  in a s e p a r a t e  r e p e a l e r .

p o u c h  v
STATE C A PITA L  

JU N E A U , A L A S K A  99811 
(307) 465-3834 
(907) 465-3835
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O f f e r e d :  3 / 2 9 / 8 43 / 2 9 / 8 4  
F o r  T o d a y ' s  S u p p l e m e n t a l  
C a l e n d a r

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 BY THE FINANCE COMMITTEE

2 S C ' S  CS FOR HOUSE BILL NO. 589 (Finance) am

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to the Alaska Power Authority

7 authorizing the construction of the Watana and

8 Eradley Lake hydroelectric projects; and providing

9 for an effective date."

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

11 * Section 1. AS 44.83.398(a) is amended to read:

12 (a) The authority shall sell power produced from power projects

13 acquired or constructed under the energy program for Alaska. For

14 p u r p o s e s  o f  t h i s  s e c t i o n ,  La k e  T y e e ,  Swan L a k e ,  Sol omon  G u l c h ,  a n d

15 Terror Lake hydroelectric facilities are considered to be one power

16 project. This power project is referred to as the initial project [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 POWEVt AT RETAIL TO

20 ALL CLASSES OF CONSUMERS OF POWER EXCEPT INDUSTRIAL CONSUMERS;

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

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

23 * Sec. 2. AS 44.83.398(b) is amended to read:

24 (b) The authority shall establish a wholesale power rate struc-

25 ture applicable to sales of power to the [ITS] customers [AT THE

26 BUSBARj of a power project as follows:

27 (1) The authority shall establish and maintain a separate

28 wholesale power rate applicable to each power project that it has

29 acquired or constructed under the energy program for Alaska, other
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2

1 than a project described in (f) of this section. The wholesale power 

rate established by the authority for the initial project shall be a

3 rate calculated under this paragraph except that the portion of the

4 rate applicable to (A) and (C) of this paragraph shall be adjusted for

5 the hydroelectric facilities in the initial project as set out in (3)

6 of this subsection. The wholesale power rate shall be computed by the

7 authority annually, or more frequently as may be necessary, and shall

8 equal the rate that the authority estimates is necessary to produce

9 revenue that is sufficient to pay

10 (A) operation, maintenance, and equipment replacement

11 costs of the power project;

12 (B) the power project's proportionate share of the

13 debt service on state loan; and bonds for all power projects in

14 the energy program for Alaska, determined in accordance with (g)

15 of this section;

16 (C) safety inspections and investigations of the power

17 project by the authority.

18 |"(2) If, by July 1, 1991, the legislature has not appropri-

19 ated at least $5,000,000,000 to the fund, in addition to appropria-

20 tions to the fund of interest earned on money in the fund, the author-

.1 ity shall, beginning on that date, establish and maintain a separate

22 wholesale power rate applicable to each power project that is acquired

23 or constructed under the energy program for Alaska. The wholesale

24 power rate shall be computed by the authority annually, or more fre-

25 quently as may be necessary, and shall be the greater of

26 (A) 10 percent of the amount the authority has in-

27 vested in the power project, including loans and grantr made by

28 the state; or

29 (B) the rate that the authority estimates is necessary

C S H B  589 (Fin) am



1 to produce revenue sufficient to pay

2 (i) operation, maintenance, and equipment re-

3 placement costs of the power project;

4 (ii) the power project's proportionate share of

5 debt service on state loans and bonds for all power projects

6 in the energy program for A l a s k a . determined in accordance

7 with (g) <>f this section; and

8 (iii) safety inspections and investigations of the

9 power project by the authority

10 (3) For the purposes of determining amounts to be allocated

11 to each hydroelectric facility in the initial project under (1)(A) and

12 ( 1)(C) of this subsection, the authority shall determine for each

13 hydroelectric facility its individual operation, maintenance, eguip-

14 ment replacement, safety inspection, and investigation costs.

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

16 (e) After determining the wholesale power rate for a power

17 project under the provisions of this section, the authority may adjust

18 the rate or change the rate provisions to insure that the revenue

19 derived from that power project and the aggregate revenues of the

20 authority will be adequate to comply with the rate covenants and other

21 agreements contained in any trust indenture or trust agreemei.c entered

22 into by the authority for the security of the holders of bonds issued

23 to finance power projects in the energy prog ram [ENERGY PROGRAM] for

24 Alaska. The author ity may agree with a purchaser of power to limit

25 rate increases caused by debt service payable _by the authority on

26 s u bsequent projects.

27 * Sec. 4. AS 44.83.398(g) is amended to read:

28 (g) For the purposes of (b)(1)(B) [AND (b) (2) (B) (ii) ] of this

29 section, a power project’s proportionate shaie of debt service on
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1 state loans and bonds for all power projects in the energy program for

2 Alaska is equal to the state's investment in the power project divided

3 by the state's investment in all power projects in the energy program

4 for Alaska and multiplied by the debt service on state loans and bonds

5 for all power projects in the energy program for Alaska. In this

6 subsection

7 (1) "state's investment in the power project" includes all

8 state money invested in a power project, including loans, grants, and

9 proceeds from bonds, less the principal repayments on the project's

10 proportionate share of debt service on state loans and bonds;

11 (2) "state's investment in all power projects in the energy

12 program for Alaska" includes all state money invested in the power

13 projects, other than interties, in the energy program for Alaska,

14 including loans, grants, and proceeds from bonds, less the principal

15 repayments on bonds and state loans issued for the power projects.

16
* Sec. 5 AS 44.83.398(d) is repealed.

17

lg * Sec. 6 AS 44.83.330 is repealed.

19 * Sec. 7 AS 44.83.325 is amended to read: The authority may not

20 enter into contracts under AS 44.83.300 - AS 44.83.360 other than those

21
contracts necessary to complete (1) feasibility studies, (2) the prelim-

22
23 inary reports required by AS 44.83.320, or (3) construction of the

24 Anchorage-Fairbanks Intertie, until the Legislature [approves by law tlv.

25 preliminary report required under AS 44.83.320(b).] enacts a law

26
approving the project in accordance with AS 44.83.J85(c).

27

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

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

c o s t  of $ 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 project in the Susitna ctlver hydro­

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

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 s .

* 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  i n  a c c o r d a n c e  

w i t h  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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F O U R  D A M  P O O L  C O M M U N I T I E S  
R E Q U E S T E D  R E S P O N S E  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

T h e  c o m m u n i t i e s  c o m p r i s i n g  t h e  F o u r  D a m  P o o l  h a v e  e a c h  
p r e v i o u s l y  m a d e  s e p a r a t e  p r o p o s a l s  to  t h e  A P A  for p o w e r  s a l e s  
a g r e e m e n t s  t h a t  t h e y  b e l i e v e  m e e t  t h e  n e e d s  o f  t h e  c o m m u n i t i e s  
a n d  t h e  AP A .  T h e  A P A  h a s  d e c l i n e d  t o  a g r e e  w i t h  c e r t a i n  t e r m s  
o f  t h o s e  p r o p o s a l s  a n d  in a d d i t i o n  h a s  e x p r e s s e d  f r u s t r a t i o n  in 
b e i n g  u n a b l e  to r e c o n c i l e  the d i f f e r e n c e s  a m o n g  t h e  p r o p o s a l s  
m a d e  b y  t h e  c o m m u n i t i e s .  A c c o r d i n g l y ,  a n d  b e c a u s e  t i m e  is o f  
th e  e s s e n c e ,  t h e  A P A  h a s  r e q u e s t e d  t h e  f i v e  c o m m u n i t i e s  to 
r e s o l v e  t h e i r  d i f f e r e n c e s  a n d  to p r e p a r e  a c o m m o n  p r o p o s a l  for 
p r e s e n t a t i o n  to  t h e  A P A  o n  t h e  i s s u e s  t h a t  r e m a i n  u n r e s o l v e d .  
P u r s u a n t  t o  t h i s  r e q u e s t ,  r e p r e s e n t a t i v e s  o f  t h e  c o m m u n i t i e s  in 
t h e  F o u r  D a m  P o o l  d i d  m e e t  to a g r e e  o n  a c o o r d i n a t e d  p o s i t i o n ,  
w h i c h  t h e y  a r e  w i l l i n g  to r e c o m m e n d  t o  t h e i r  g o v e r n i n g  b o d i e s ,  
o n  a n u m b e r  o f  i s s u e s  t h a t  t h e  p o w e r  s a l e s  a g r e e m e n t s  m u s t  a d­
dre s s .  T h e  p o s i t i o n s  a r r i v e d  at a r e  d e s c r i b e d  be l o w .

1. S e v e r a b i l i t y

T h e  cc..imunities r e c o g n i z e  t h e  A P A ' s  l e g i t i m a t e  i n t e r e s t  
t h a t  t h e  i n v a l i d a t i o n  o f  a m i n o r  p r o v i s i o n  o f  t h e  c o n t r a c t s  
s h o u l d  n o t  a u t o m a t i c a l l y  v o i d  the c o n t r a c t s  e n t i r e l y .  T h e  c o m­
m u n i t i e s  b e l i e v e  A P A  s h o u l d  a l s o  r e c o g n i z e  t h e i r  l e g i t i m a t e  
i n t e r e s t  in n o t  h a v i n g  the c o n t r a c t  e n f o r c e d  if m a t e r i a l  p r o v i s­
ions e s s e n t i a l  to t h e  i n t e n t  o f  t h e  c o n t r a c t  a r e  i n v a l i d a t e d .  
Thus, t h e  c o m m u n i t i e s  a r e  w i l l i n g  to a c c e p t  a s e v e r a b i l i t y  
c l a u s e  if t h e  c l a u s e  is m o d i f i e  ’ to a c c o m m o d a t e  t h i s  d i s t i n c t i o n  
b e t w e e n  j u d i c i a l  i n v a l i d a t i o n  of " m i n o r "  as d i s t i n c t  f r o m  " m a­
te r i a l "  p r o v i s i o n s .

2. D i s p l a c e m e n t  of  A P A  P o w e r

T h e  c o m m u n i t i e s  b e l i e v e  K e t c h i k a n ' s  s i t u a t i o n  p r e s e n t s  no 
p r o b l e m  for t h e  o t h e r  c o m m u n i t i e s .  W r a n g e l l  a n d  P e t e r s b u r g  w i l l  
r e s o l v e  P e t e r s b u r g ' s  s i t u a t i o n  on t h e  b a s i s  o f  C r y s t a l  L a k e ' s  
a v e r a g e  e n e r g y  p r o d u c t i o n  (the 11.0 g i g a w a t t h o u r s  u s e d  in the 
p r o j e c t i o n s ) , a n d  w i l l  s u g g e s t  a p p r o p r i a t e  c o n t r a c t u a l  l a n g u a g e  
to e f f e c t  t h a t  r e s o l u t i o n .  Thus, t h e  e x i s t i n g  l a n g u a g e  of 
§ 7 (e) o f  the c o n t r a c t  is a c c e p t a b l e  t o  t h e  c o m m u n i t i e s  as g e n­
e r i c  l a n g u a g e  for t h a t  s e ction.

3. S u b o r d i n a t i o n  o f  F u t u r e  D e b t

A s  p r e v i o u s l y  d i s c u s s e d  w i t h  APA, t h e  i n t e n t  o f  the c o m m u n­
iti e s  ( r e f l e c t e d  in F o r r e s t  W a l l s ' s  r e d r a f t  o f  the c o u n s e l ' s  
o p i n i o n  letter) is t h a t  (a) the c o m m u n i t i e s '  o b l i g a t i o n s  to p a y  
t h e  A P A  w i l l  n o t  be p l a c e d  a b o v e  t h e i r  o b l i g a t i o n s  to p a y  the 
h o l d e r s  o f  t h e i r  c u r r e n t l y  o u t s t a n d i n g  b o n d s ,  (b) t h e  c o m m u n i­
ties' o b l i g a t i o n s  to p a y  the A P A  w o u l d  n o t  be  s u b o r d i n a t e d  to 
f u t u r e  d e b t  i s s u e d  by the c o m m u n i t i e s ,  a n d  (c) f u t u r e  d e b t  of 
the c o m m u n i t i e s  m a y  be i s s u e d  o n  a p a r i t y  w i t h  the c o m m u n i t i e s '  
o b l i g a t i o n s  to p a y  the A P A  u n d e r  the c o n d i t i o n s  c o n t a i n e d  in
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§ 7(d) o f  t h e  M a r c h  6, 1984, d r a f t  c o n t r a c t .  W e  u n d e r s t a n d  this 
r e s o l u t i o n  is a c c e p t a b l e  to APA.

4. T a x - e x e m p t i o n  o f  A P A  B o n d s

T h e  c o m m u n i t i e s  w i l l  a c c e p t  § 14(d) o f  t h e  e x i s t i n g  d r a f t  
c o n t r a c t  ( c o v e n a n t  not to  i m p a i r  t a x - e x e m p t  status) as p a r t  o f  
t h i s  p r o p o s a l .

5. A m o u n t  o f  B o n d s  in R a t e  S t a b i l i z a t i o n  F u n d

I f  t h e  F u n d  is c o n s t i t u t e d  s u b j e c t  t o  t h e  o t h e r  c o n s t r a i n t s  
set f o r t h  b e l o w ,  t h e  c o m m u n i t i e s  d o  n o t  o b j e c t  t o  m i n o r  i n­
c r e a s e s  i n  t h e  s i z e  o f  t h e  b o n d  c o m p o n e n t  o f  t h e  F u n d  t h a t  m a y  
b e  n e c e s s a r y  t o  a c h i e v e  t h e  r e s u l t s  i n t e n d e d .

6. D e b t  S e r v i c e  on A d d i t i o n a l  P r o j e c t s  p r i o r  t o  C o m p l e t i o n

I f  t h e  S y s t e m  I n c r e m e n t  p r o v i s i o n  is a d o p t e d  in the f o r m  
p r o p o s e d  b y  t h e  c o m m u n i t i e s ,  t h e  c o m m u n i t i e s  a r e  w i l l i n g  in 
p r i n c i p l e  t o  a c c e p t  t h e  s h a r i n g  o f  d e b t  s e r v i c e  on N e w  P r o j e c t s  
p r i o r  t o  t h e i r  D a t e  o f  C o m m e r c i a l  O p e r a t i o n  w i t h i n  the l i m i t s  of 
t h e  S y s t e m  I n c r e m e n t  p r o v i s i o n .  H o w e v e r ,  c o u n s e l  f o r  the c o m­
m u n i t i e s  w i l l  n o t  i s s u e  a n  o p i n i o n  l e t t e r  i n d i c a t i n g  t h a t  i n c l u­
si o n  o f  s u c h  d e b t  s e r v i c e  in t h e  c o m m u n i t i e s '  p a y m e n t  o b l i g a­
t i o n s  to t h e  A P A  is l a w f u l  u n l e s s  A S  4 4 . 8 3 . 0 9 2 ( 4 )  is a m e n d e d  to 
a u t h o r i z e  t h e  c o m m u n i t i e s  to p a y  s u c h  d e b t  s e r v i c e .

7. P e r m a n e n t  R e d u c t i o n  In P r o j e c t  C a p a b i l i t y  (Damp Hole)

T h e  c o m m u n i t i e s  h a v e  n o t  y e t  r e v i e w e d  c h a n g e s  to t h e  M a r c h  
6, 1984 c o n t r a c t  to d e t e r m i n e  w h e t h e r  it i n c o r p o r a t e s  a l l  the 
c o n c e p t s  o r a l l y  a g r e e d  u p on. The c o m m u n i t i e s  a r e  w i l l i n g ,  h o w­
ever, to  a c c e p t  t h e  c u r r e n t  A P A  p r o p o s a l  in  t e r m s  o f  d i s t r i b u­
t i o n  o f  r i s k  f o r  p r o j e c t  f a i l u r e ,  r e d u c e d  p r o j e c t  c a p a b i l i t y ,  
a n d  i n t e r r u p t i o n s  o f  d e l i v e r -1 .

8. M a r k e t i n g  o f  E x c e s s  P o w e r

T h e  c o m m u n i t i e s  w i l l  be e n t i t l e d  to  u n d e r t a k e ,  a n d  w i l l  b e  
s o l e l y  r e s p o n s i b l e  for, t h e  m a r k e t i n g  o f  a l l  e x c e s s  p o w e r  f r o m  
the p r o j e c t s .  W r a n g e l l  a n d  P e t e r s b u r g  w i l l  do s o . j o i n t l y  in t h e  
c a s e  o f  e x c e s s  T y e e  p o w e r ,  a n d  w i l l  p r o p o s e  c o n t r a c t u a l  l a n g u a g e  
to r e c o g n i z e  a n d  e f f e c t u a t e  t h i s  r e s u l t .

9. D i s p u t e  R e solutio:

T h e  c o m m u n i t i e s  w i l l  a c c e p t ,  f o r  b u d g e t  m a t t e r s ,  the p r o­
c e d u r e s  o f  § 6(c) (2) o f  t h e  p r e s e n t  c o n t r a c t  d r a f t  for p u r p o s e s  
of  e x h a u s t i n g  t h e i r  a d m i n i s t r a t i v e  r e m e d i e s  in t h e  A n n u a l  B u d g e t  
p r o c e s s .  T h e  c o n t r a c t  m u s t ,  h o w e v e r ,  e s t a b l i s h  a C o n t r a c t  A d ­
m i n i s t r a t i o n  C o m m i t t e e  t h a t  i n c l u d e s  r e p r e s e n t a t i v e s  of the 
P u r c h a s e r s  to a s s i s t  in r e s o l v i n g  s u c h  d i s p u t e s  a n d  o t h e r  i s s u e s
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o f  c o n t r a c t  a d m i n i s t r a t i o n .  In a d d i t i o n ,  t h e  c o m m u n i t i e s  i n s i s t  
t h a t  t h e y  b e  e n t i t l e d  to de n o v o  a d j u d i c a t i o n  o f  a l l  c o n t r a c t  
d i s p u t e s  b a s e d  o n  a r e c o r d  m a d e  i n  c o u r t ,  fr e e  o f  a n y  p r e s u m p t­
io n s  i n  f a v o r  o f  t h e  a g e n c y ,  a s  p r o v i d e d  in K e t c h i k a n ' s  p r o p o s e d  
" S e c t i o n  19".

10. P a y m e n t  o f  M G T  N o t e  & R e l e a s e  o f  K e t c h i k a n

T h e  c o m m u n i t i e s  a g r e e  w i t h  K e t c h i k a n  t h a t  p a y m e n t  o f  t h i s  
n o t e  a n d  K e t c h i k a n ' s  r e l e a s e  f r o m  a n y  o b l i g a t i o n  w i t h  r e s p e c t  
t h e r e t o  m u s t  b e  a c o n d i t i o n  p r e c e d e n t  t o  t h e  e f f e c t i v e n e s s  o f  
the c o n t r a c t s  ( u n l e s s  t h e  S t a t e  a s s u m e s  K e t c h i k a n ' s  o b l i g a t i o n s  
u n d e r  t h e  p r o p o s e d  p o w e r  s a l e s  c o n t r a c t s  in t h e  m a n n e r  d e s c r i b e d  
in P a r a g r a p h  14 b e l o w ) .

11. P r o j e c t  L i t i g a t i o n  J u d g m e n t  R e c o v e r i e s

T h e  c o m m u n i t i e s  i n s i s t  t h a t  t h e  p r o c e e d s  o f  a n y  j u d g m e n t  
o b t a i n e d  i n  a n y  P r o j e c t - r e l a t e d  l i t i g a t i o n  m u s t  b e  a p p l i e d  to 
r e d u c e  t h e  c o s t  o f  t h e  I n i t i a l  Px*oject to  t h e  c o m m u n i t i e s ,  a n d  
t h a t  t h e  c o n t r a c t  m u s t  e x p r e s s l y  e n s u r e  t h i s  r e s u l t .

2. I n s u r a n c e  C o v e r a g e  a n d  R e p a i r / R e c o n s t r u c t i o n  D e c i s i o n s

T h e  C o n t r a c t  A d m i n i s t r a t i o n  C o m m i t t e e ,  a m o n g  i t s  o t h e r  
r e s p o n s i b i l i t i e s ,  w i l l  d e t e r m i n e  t h e  f o l l o w i n g :  (a) the e x t e n t
o f  c a s u a l t y  i n s u r a n c e  c o v e r a g e  in e x c e s s  o f  t h a t  r e q u i r e d  b y  the 
B o n d  R e s o l u t i o n ,  (b) b u s i n e s s  i n t e r r u p t i o n  i n s u r a n c e  c o v e r a g e  
for the P u r c h a s e r s ,  a n d  (c) the a p p l i c a t i o n  o f  i n s u r a n c e  p r o ­
c e e d s  i n  che e v e n t  o f  c a s u a l t y  (e.g., w h e t h e r  to r e p a i r ,  r e­
b u i l d ,  o r  a b a n d o n  t h e  p r o j e c t  a n d  r e t i r e  d e b t ) .

13. A c q u i s i t i o n  A g r e e m e n t s

T h e  c o m m u n i t i e s  h a v e  not h a d  t i m e  t o  r e v i e w  f u l l y  A P A ' s  
p r o p o s e d  c h a n g e s  in t h e  A c q u i s i t i o n  A g r e e m e n t s .  T h e  c o m m u n i t i e s  
w i l l  d o  so a n d  w i l l  r e s p o n d  as q u i c k l y  as p o s s i b l e .  T h e  f i n a l  
v e r s i o n  o f  t h e  a m e n d m e n t s  to t h o s e  A g r e e m e n t s  m u s t  b e  a g r e e d  
u p o n  a n d  p l a c e d  in w r i t i n g .

14. "All o r  N o n e "  P r o v i s i o n

T h e  c o m m u n i t i e s  a r e  w i l l i n g  to h a v e  the c o n t r a c t s  b e  e f­
fe c t i v e  if  a l l  c o m m u n i t i e s  sign, o r  if t h e  S t a t e  s t e p s  i n t o  t h e  
s h o e s  o f  a n y  c o m m u n i t y  t h a t  d o e s  n o t  sign, p r o v i d e d  t h a t  (a) the 
S t a t e  a s s u m e s  t h e  f i n a n c i a l  o b l i g a t i o n s  o f  the a b s e n t  c o m m u n i t y  
to t h e  e x t e n t  o f  t h a t  c o m m u n i t y ' s  f o r e c a s t e d  p o w e r  p u r c h a s e s ,  
and (b) t h e  S t a t e  d o e s  so in a m a n n e r  t h a t  p r o v i d e s  e q u i v a l e n t  
s e c u r i t y  f o r  t h e  b o n d h o l d e r s  as t h e  s e c u r i t y  t h a t  w o u l d  h a v e  
b e e n  p r o v i d e d  h a d  the a b s e n t  c o m m u n i t y  s i g n e d .

15. R a t e  S t a b i l i z a t i o n

T h e  s i z e  o f  the F u n d  m u s t  b e  i n c r e a s e d ,  a n d  must be s u b j e c t  
to c e r t a i n  c o n s t r a i n t s ,  as f ollows:
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(a) T h e  F u n d  m u s t  b e  s u f f i c i e n t  in a m o u n t  to p e r m i t  the 
p r o j e c t e d  u n i t  w h o l e s a l e  c o s t  o f  P r o j e c t  p o w e r  to be 
s e t  a t  a l e v e l  1.5 c e n t s  p e r  k w h  l o s s  t h a n  t h e  c u r­
r e n t l y  p r o j e c t e d  " D i e s e l  A l t e r n a t i v e "  f o r  e a c h  c o m m u n­
i t y  i n  e a c h  y e a r .

(b) A P A  w i l l  p r e s e n t  t h e  c o m m u n i t i e s  w i t h  a p l a n  for the 
F u n d  w h i c h  w i l l :

(i) c o n s i s t  o f  a p p r o p r i a t e d  f u n d s ,  b o n d  p r o c e e d s ,  a n d  
e a r n i n g s ;

(ii) c o n t a i n  n o  h i g h e r  p e r c e n t a g e  o f  b o n d  p r o c e e d s  
t h a n  t h e  p e r c e n t a g e  o f  b o n d  p r o c e e d s  in the c u r­
r e n t  p r o p o s a l ;  a n d

(iii) p e r m i t  i s s u a n c e  o f  b o n d s  at  a t r u e  i n t e r e s t  c o s t  
(TIC) no  h i g h e r  t h a n  11 . 5  p e r c e n t ,  w i t h  a p p r o x i­
m a t e l y  l e v e l  d e b t  s e r v i c e  o v e r  35 ye a r s .

A n  a p p r o p r i a t i o n  o f  at l e a s t  $49 m i l l i o n  w i l l  b e  n e e d­
ed t o  a c c o m p l i s h  t h i s  r e s u l t .

(c) I f  t h e  c o m m u n i t i e s  a c c e p t  A P A ' s  p l a n ,  t h e  size o f  the 
n e c e s s a r y  a p p r o p r i a t i o n  a n d  s a l e  o f  t h e  b o n d s  w i t h i n  
t h e  a b o v e  l i m i t a t i o n s  w i l l  b e  c o n d i t i o n s  p r e c e d e n t  to 
t h e  e f f e c t i v e n e s s  o f  t h e  c o n t r a c t s .

(d) T h e  s c h e d u l e  o f  a n n u a l  e n t i t l e m e n t s  f r c m  t h e  F u n d  for 
e a c h  P u r c h a s e r  w i l l  be  d e t e r m i n e d  at  t h e  t i m e  b o n d  
s a l e  t e r m s  a n d  r e i n v e s t m e n t  r a t e s  a r e  k n o w n .

— 16-. S y s t e m  I n c r e m e n t

U s i n g  t h e  m e t h o d  o u t l i n e d  in § 9 o f  t h e  A P A  d r a f t  (but
e x c l u d i n g  f r o m  t h e  A l l o c a t e d  D e b t  S e r v i c e  b a s e  a n y  i n c r e a s e  in
D e b t  S e r v i c e  i m p o s e d  b e c a u s e  o f  § 6 (f) e v e n t s ) , the d e b t  s e r v i c e  
s h a r e  to b e  b o r n e  b y  the P u r c h a s e r s  s h a l l  n o t  i n c r e a s e :

(a) In t h e  f i r s t  t e n  y e a r s ;

(b) M o r e  t h a n  5 p e r c e n t  p e r  y e a r ;

(c) M o r e  t h a n  20 p e r c e n t  in .10 y e a r s .

17. O t h e r  C h a n g e s

T h e  c o m m u n i t i e s  h a v e  n o t  y e t  h a d  a n  o p p o r t u n i t y  to r e v i e w  
t h e  A P A ' s  ’'arch 7, 1984, r e d r a f t  o f  t h e  p r o p o s e d  c o n t r a c t s ,  a n d  
r e s e i v e  t h e  r i g h t  to  c o n t i n u e  to m a k e  a d d i t i o n a l  s u g g e s t i o n s  for 
t h e  i m p r o v e m e n t  o f  t ’at d r a f t  (and r e l a t e d  d o c u m e n t s )  c o n s i s l e n t  
w i f h  the p o s i t i o n s  at f o r t h  a b o v e  a n d  b e l o w  a n d  t h e  p r e v i o u s l y  
e x p r e s s e d  i n t e n t  o f  t h e  p a r t i e s .  In a u d i t i o n ,  t h e  c o m m u n i t i e s  
h a v e  not h a d  a n  o p p o r t u n i t y  t o  p r e s e n t  t o  t h e  A P A  o r a l  a n d
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w r i t t e n  c o m m e n t s  on  the p r o p o s e d  O & M  A g r e e m e n t s  and 
I n t e r c o n n e c t i o n  A g r e e m e n t s .  F i n a l l y ,  c e r t a i n  o r a l  a g r e e m e n t s  
w i t h  r e s p e c t  to the c o n t r a c t  a n d  r e l a t e d  d o c u m e n t s  h a v e  n o t  y e t  
b e e n  p l a c e d  in w r i t i n g  b y  t h e  AP A .  T h e  c o m m u n i t i e s  r e s e r v e  the 
r i g h t  to r e v i e w  a n d  c o m m e n t  f u l l y  o n  a l l  s u c h  m a t t e r s .
A g r e e m e n t  m u s t  b e  r e a c h e d  o n  s u c h  c o m m e n t s  a n d  p l a c e d  in 
w r i t i n g .
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S e n a t e
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B ETT YE  F A H R E N K A M P , C hairm an 
R O B E R T H. Z IE G L E R . SR., V ico C hairm an 
DICK E L IA S O N  
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H O U S E - P A S S E D  V E R S I O N  O F  H B  5 8 9

" A N ' A C T  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 N D  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 b 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 a t e  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 .

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  of d e b t  

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

a d d i t i o n  o f  n e w  p r o j e c 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 r m i n g  a m e n d m e n t  p e r  r e p e a l  o f  S u s i t n a  e q u i t y  c l a u s e .

S e c .  5 R e p e a l s  S u s i t n a  e q u i t y  c l a u s e .

S e c .  6 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  of r e s t r i c t i o n  on 

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

S e c .  7 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  at a c o n s t r u c t i o n  

c o s t  of $ 3 5 0  m i l l i o n .

S e c .  8 A u t h o r i z e s  t h e  N a t n 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  of 

$ 1 . 5  b i l l i o n ,  a n d  a p p r o v e s  t h e  p r e l i m i n a r y  r e p o r t  on t h e  S u s i t n a  
p r o j e c t .

S e c .  9 I m m e d i a t e  e f f e c t i v e  d a t e .



HOUSE BILL 589

I. Amendments necessary to properly authorize Bradley Lake 

and Watana.

Section 7. In accordance with AS 44.83.185, the Bradley 

Lake hydroelectric project is authorized at a construction 

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

Section 8. In accordance with AS 44.83.185, the Watana 

phase of the Susitna hydroelectric project is authorized 

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

dollars.

II. Amendments necessary to keep interest earnings in the 

Power Development Fund.

AS 44.83.382 (b) is repealed and reenacted to read:

(b) The power development fund consists of 

appropriations made by the legislature and interest 

earned each fiscal year from investment of money in 

the fund.

AS 44.83.388 (b) is repealed.



DEPARTMENT ©E COMMERCE &  

ECONOM 1C D E V ELO PM ENT
OFFICE OF THE COMMISSIONER

April 11, 1984

Honorable Bettye Fahrenkamp, Chair 
Senate Resources Committee 
Alaska State Senate 

Pouch V
Juneau, Alaska 99811 

Dear Senator Fahrenkamp:

The committee substitute for HB 589 (Finance) am, which is currently 

before the Senate Resources Committee, authorizes the construction of 
the Bradley Lake hydroelectric project and the Watana dam project in the 
Susitna River hydroelectric project in accordance with AS 44.83.185 and 

other statutory provisions. This letter serves to inform the committee 

of the Alaska Power Authority's intentions with regard to expenditures 
for the detailed design and construction of these projects.

The authority has spent, and will continue to spend, appropriated funds 
necessary for preliminary design work related to the FERC license appli­

cations for both of these projects. However, the authority will not 
spend money for detailed design work on either of these projects until 
power sales agreements have been signed by the utilities which will 

purchase power from the projects, and a plan of finance has been ap­
proved by the Board of Directors. This approach is consistent with the 
authority's proposed policy to require conditional power sales agree­

ments prior to approval of a plan of finance by the board.

The Legislature will have to appropriate funds for the construction of 

both of these projects. This requirement will give the Legislature an 
additional opportunity to review these projects and determine whether 
additional money should be spent.

Re: Letter of Intent

CS for HB 589 (Finance) am

Richard A. Lyon, Chairman 

Alaska Power Authority

RAL/cw#25M8
41184a



Advisory Council Members 
Senator Kerttula, Chairman 
Senator Bennett 
Senator Fahrenkamp 
Senator Vic Fischer

^ i a s k a  ^ i a t B  l e g i s l a t u r e  ^  *  1g

SENATE ADVISORY COUNCIL

MEMORANDUM

Senator Sturgulewski 

Kurt S. Dzinich 

April 10, 1984 

CSHB589 (Fin) am

Pouch V 
State Capitol 

Juneau, Alaska 99811 
Phone: (907) 465-3114

Following up our discussion of today, I am providing you my thoughts on 

the HB589 Sections of concern to you. » -

Section 3 . One of the assurances the four-dam pool participants have 

demanded in order to sign the power sale agreements has been a System 

Increment Cap. This.cap sets a ceiling to future debt service increases due 
to subsequent new projects by APA. While this provision could be perceived 

as constraining the APA's and Legislature's ability to finance future proj­

ects, the fact remains that the four-dam pool participants demand it. 

Whether, in fact, this cap becomes a significant handicap on future projects 

will probably depend on the rate of escalation of the thermal alternative 

i.e. if thermal rates escalated dramatically, the participants would be 

better off while in the case of declining thermal rates the APA would be 
better off.

In any case, it would probably be very difficult to totally quantify 

the exact impact of this section on future projects because of the complex 

interrelationship among the key variables such as load growth, thermal 

alternative costs, inflation, interest, and amount of state equity. The 

impact of eliminating the amendment on 1 he other hand would probably be to 

negate the proposed power sale agreements or as a minimum create a legal 

uncertainty. At this stage of the game, I believe we have more to gain than 

lose with passage of the amendment.

Section 7. As written, this section has two problems. First, refer­

encing A S 4 4 . 83.384(c) applies only to projects that are, or were, either 

constructed or owned by the Federal Government. Since that is not the case 

now i.e. Bradley is a State project, there is no point in referencing this 
s e c t i o n .



The second problem deals with the construction cost estimate. By not 

indicating whether the cost is in nominal or real dollars, there is poten­
tial for misunderstanding.

In order to eliminate the above problems, I recommend the following new 
Section 7:

In accordance with A S 4 4 . 8 3 . 1 8 5 (c), the Bradley Lake Hydroelectric 

Project is authorized at a construction cost of $300,000,000 in July 
1983 dollars.

Section 8. Again, there are two problems with this section as it is 
written. The indicated construction cost of $1,500,000,000 is not even 

close even if it is in real dollars. The figure should be $3,750,000,000 in 
January 1983 dollars.

The second problem deals with the approval of the "preliminary report" 

the submittal of which is required by AS 4 4 . 8 3.320(b) to the Governor and the 

Legislature by April 30, 1982. Again, A S 4 4 .83.320(b) required only the 

submittal of the report and there is n £  requirement for approval in it.

On the other hand, AS44.83.330 provides that within one year after 

approval of the "preliminary report" by the L e g i s l a t u r e , the APA may initi­

ate construction of the project. Given that construction can not start 

without the FERC license (now expected in March of 1987) and that the 

project still must meet the requirements of AS44.83.180 - 44.83.22^ (fe­

asibility study and plan of finance, and 0MB review) it does not make much 

sense to n ow approve the "preliminary report" two years after its submittal.

I believe that it would make much more sense to repeal AS44.83.330 and 
to amend 44.83.325 as follows:

The authority may not enter into contracts under AS44.83.300 - 44.83.360 

other then those contracts necessary to complete (1) feasibility 

studies, (2) the preliminary reports required by AS44.83.320, or (3) 

construction of the Anchorage-Fairbanks Intertie, until the Legislature 

[approves by law the preliminary report required under A S 4 4 . 83.3 2 0 ( b ) .] 

enacts a law approving the project in accordance with AS 4 4 . 8 3 . 185(c)

The above change would eliminate the confusion ana place the continuing 

development of the Susitna project on /fti-more rational basis being utilized 
on any other new State project.

The new Section 8 would read: In accordance with AS44.8 3 . 1.85(c) , the

Watana D am phase o f the_.Sus.itna Hydroelectric Project is authorized at a 

construction c o s t of $ 3 ,750,000,000 in January 1983 dollars.

Needless to say, authorizing Watana prior to receipt of the feasibility 

study and the plan of finance, as well as the 0MB's recommendation, in 

accordance with the existing statutes (AS44.83.181 and AS44.83.183) co lid 

result in a substantial controversy. I believe that the Legislature clearly 

has the authority to approve a project without waiting for the arrival of

these documents. The issue becomes one of: What is a reasonable wa.'ting

period by the Legislature for these documents? For example, in the case of



Susitna, the previous APA Board ordered the feasibility study update around 

October of 1982 and it still has not been approved by this Board! In the 

case of Bradley, the previous APA Board voted to make that a State project 

back in October of 1982 and the documentation is apparently only n ow being 
submitted.

What exactly would the project authorizations at this stage mean? In 

the case of Bradley, it would authorize APA to initiate the final engineer­

ing and design concurrently with the FERC licensing process thereby avoiding 

further delays to this project. Current APA Board policy is not to initiate 

the design until power sale agreements have been concluded. At some future 

point, probably FY86, APA will still have to come to the Legislature for 
appropriations for construction.

With respect to Susitna, the Board specifically forbadt APA staff to 

engage in any design at this time. If they follow the same policy as on 

Bradley above, then no design would be authorized prior to the power sale 

agreements. It is clear, however, that if a construction start is contem­

plated in early 1987, then the design would have to start in FY86 at the 
l a t e s t .

For your information, the Federal Government routinely authorizes y f  
projects years before they are actually built —  if ever. For example, 

Snettisham and Bradley were both authorized in 1962. The Congress finally 

appropriated initial construction funds for Snettisham around 1968 while 

Bradley was eventually de-authorized around December 1982.

I would recommend against a conditional type authorization for Bradley 

because it would be redundant. A better solution would be to invite OMB to 

testify on the merits of the Bradley feasibility study and plan of finance 

ar.d leave the authorization language neat and clean as proposed earlier. 

OMB's written recommendation could be considered by the next Legislature, 

when they address appropriations for construction of the project. In any 

case, the Legislature will probably want to review the key criteria one last 

time before appropriating initial construction funds.
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M E M O R A N D U M April 10, 1984

TO: Senator Bettye Fahrenkamp, Chairman

Senate Resources Committee

FROM: Senator Arliss S t u rgulewski *

Senate District F, Seat A

RE: SCR 32, HB 589, HB 684

I wo u l d  like to make a few comments regarding the above bills.

SCR 32 —  I would appreciate seeing some of the computer runs showing how 

much w o u l d  accrue under the proposed legislation and also what impact that 

would have on available dollars for operating and capital allocation after 

meeting permanent fund and capital projects fund commitments. Although the 

legislation speaks to "Earn e nough revenue during useful life to repay" it 

shows only that repayment m a y  be specified. I think this item needs 

discussion.

HB 589 —  I think there should be d i s cussion re section 3 in wh i c h  the 

A laska Power Authority is given ability to contractually limit the amount 

of debt service payable by power purchasers. Although I can understand the 

need for this in terras of the 4- d a m  pool, I question a permanent grant of 

authority. As I've indicated to you, I feel that 0MB should be on hand to 

speak directly to the feasibility study and plan of finance regarding 

Bradley. The statutes are very clear that 0MB needs to respond in writing 

to the legislature on the feasibility study and the plan of finance prior 

to legislative authorization for construction of Bradley. I am concerned 

that section 8 in no way shows the construction cost of the Watana project. 

In the case of both Bradley and Watana, I think we need to speak in terms 

of real dollars as of a specific date.

HB 684 calls for making a $200 million appro p r i a t i o n  to Watana wi t h  none 

for Bradley. This item needs discussion.

I am enclosing a copy of a memo from Kurt D z i nich who responded to specific 

questions raised by me.

Enclosure



m t

Advisory Council Members 
Senator Rerttula, Chairman 
Senator Bennett 
Senator Fahrenkamp 
Senator Vic Fischer

Pouch V 
State Capitol 

Juneau, Alaska 99811 
Phone: (907) 465-3114

SENATE ADVISORY COUNCIL

MEMORANDUM

TO: Senator Fahrenkamp

FROM: Kurt S. Dzinich Y\.

DATE: April 6, 1984

RE: CSHB589 (Fin) am

In preparation for your upcoming hearing on HB589, I am providing you 

with some comments that might he useful.

Section 7. As written, this section has two problems. First, refer­

encing A S 4 4 . 83.384(c) applies only to projects that are, or were, either 

constructed or owned by the Federal Government. Since that is not the case 

now i.e. Bradley is a State project, there is no point in referencing this 
section.

The second problem deals with the construction cost estimate. By not 

indicating whether the cost Is in nominal or real dollars, there is 
potential for misunderstanding.

In order to eliminate the above problems, I recommend the following new 
Section 7:

In accordance with AS44.8 3 . 1 85(c), the Bradley Lake Hydroelectric

Project is authorized at a construction cost of $300,000,000 in July
1983 dollars.

Section 8. Again, there are. two problems with this section as it is 

written. The indicated, construction cost of $1,500,000,000 is not even 

close even if it is in r al dollars. The figure should be $3,750,000,000 in 
January 1983 dollars.

The second problem deals with the approval of the "preliminary report" 

the submittal of which is required by A S 4 4 . 83,320(b) to the Governor and the 

Legislate-'' by April 30, 1982. Again, AS 4 4 . 83.320(b) required only the 

submittal or the report and there is no requirement for approval in it.



On the other hand, AS44.83.330 provides that within one year after 

approval of the "preliminary report" by the Legislature, the APA may initi­

ate construction of the project. Given that construction can not start 

without the FERC license (now expected in March of 1987) and that the 

project still must meet the requirements of AS44.83.180 - 44.83.224 (fe­

asibility study and plan of finance, and OMB review) it does net make much 

sense to now approve the "preliminary report" two years after its submittal.

I believe that it would make much more sense to repeal AS44.83.330 and 
to amend 44.83.325 as follows:

The authority may not enter into contracts under AS44.83.300 - 

44.83.360 other than those contracts necessary to complete (1) fea­

sibility studies, (2) the preliminary reports required by AS44.83.320, 

or (3) construction of the Anchorage-Fairbanks Intertie, until the 

Legislature [approves by law the preliminary report required under 

A S 4 4 . 83.3 2 0 ( b ) . ] enacts a laT-- approving the project in accordance with 

A S 4 4 . 8 3 . 185(c).

The above change would eliminate the confusion and place the continuing 
development of the Susitna project on a more rational basis being utilized 
on any other new State project.

The new Section 8 would read: In accordance with A S 4 4 .83.185(c), the

Watana D am phase of the Susitna Hydroelectric Project is authorized at a 

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

Needless to say, authorizing Watana prior to receipt of the feasibility 

study and the plan of finance, as well as the O M B’s recommendation, in 

accordance with the existing statutes (AS44.83.181 and AS44.83.183) could 

result in a substantial controversy. I believe that the Legislature clearly 

has the authority to approve a project without waiting for the arrival of

these documents. The issue becomes one of: What is a reasonable waiting

period by the Legislature for these documents? For example, in the case of 

Susitna, the previous APA Board ordered the feasibility study update around 

October of 1982 and it still has not been approved by this Board! In the 

case of Bradley, the previous A PA Board voted to make that a State project 

back in October of 1982 and the documentation is apparently only now being 

s u b m i t t e d .

What exactly would the project authorizations at this stage mean? In 

the case of Bradley, it would authorize APA to initiate the final engineering 

and design concurrently with the FERC licensing process thereby avoiding 

further delays to this project. Current A PA Board policy is not to initiate 

the design until power sale agreements have been concluded. At some future 

point, probably FY86, APA will still have to come to the Legislature for 
appropriations for construction.

With respect to Susitna, the Board specifically forbade APA staff to 

engage in any design at this time. If they follow the same policy as on 

Bradley above, then no design would be authorized prior to the power sale 

agreements. It is clear, however, that if a construction start is contemplated 

in early 1987, then the design would have to start In FY86 at the latest.



Senator Vic Fischer___________________
Alaska State Legislature
1024 W. 6th Avenue, Suite 204C
Anchorage, Alaska 99501 (907) 278-3654
During Session • Pouch V • Juneau, Alaska 99811 (907) 465-4954

TO: Senator Bettye Fahrenkamp

You requested comments from committee members on the above bills. Mine 
follow:

SCR 32 —  As you know, I will not support any version of a major projects 

fund that constitutionally dedicates a revenue stream. (However, I would 

consider a statutory fund and am currently looking at possible legis­

lation. )

HB 589 —  I support sections 1-6, as they are necessary to enable the APA 

to get signed power sales contracts with the four-dam pool communities.

I have some serious reservations about sections 7 and 8, which fully 

authorize the Bradley Lake project and the Watana portion of Susitna. Such 

premature approval sidesteps the provisions in law that require submittal 

of finance plans to the legislature and 0MB. I would have thought that the 

need to follow the statutory process for project selection and approval 

would have been one of the lessons learned from the four dam pool debacle. 

Instead, some legislators seem to believe that previous mistakes justify 

additional ones.

Should these sections be retained I suggest that they be made conditional, 

specifically upon a finding of the APA board that the projects arc both 

economically and financially feasible and upon 0MB approval. As you know, 

the APA board has never endorsed the Susitna project and only recently 
completed a draft update that will go to public hearings before finaliza­

tion. Although "financing options" for both Bradley and Susitna have been 

put together by APA staff, they have not been approved by the APA board or 

0MB, and finance plans have not been completed. It is, moreover, the APA's 

determination that the Watana phase of the Susitna project is not econom­

ically justified by itself. It would, therefore, make little sense to 

commit to the single, unfeasible stage without considering the total 

financing required.

Additionally, I note that HB 598 authorizes Watana at a cost of $1.5 
billion. That cost is inadequate and grossly misleading, and it would be 

totally irresponsible for the legislature to authorize a project at i cost 

at which it cannot possibly be constructed. The cost of Watana in 1983

FROM:

DATE: April 4, 1984

RE SCR 32, HB 589, HB 684



dollars is $3.75 billion, and the cost of the entire Susitna project $5.4 
billion. In nominal dollars these are $9.5 billion for Watana alone and $17 

billion for the whole project. These are the numbers given in the A P A  March 

update.

The bill should include accurate numbers for both Bradley and Susitna and 

should state what kind of dollars they are (1983, 1985, nominal, or wha t­

ever.)

HB 684 —  1 support the decrease for Susitna funding in the draft CS from 

$1.4 billion to $200 million. I do not support expenditure of any of that 

amount for construction prior to the completion of project financing. I 

assume that the A PA would not expend any of it prior to FERC licensure, 

full project financing, and the signing of power sales contracts.

I previously supplied to you a legal opinion by Billy Berrier concerning 

the $1.4 billion House appropriation and its relationship to the spending 

limit. Please make use of it as you see fit.

Thank you for the chance to comment.

cc: Senate Resources Committee members

Senator Jay Kerttula
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B O B  M U L C A H Y  
A R L IS S  S T U R G U L E W S K I

S e n a t e  

C om m ittee on I y c s o i u t c s
M E M O R A  N  D U M

TO: B e t t y e

FROM: S a n d r a

RE: E f f e c t  of  
HB 589

a p p r o v i n g  W a t a n a  a n d  B r a d l e y  L a k e  p r o j e c t s  in

DATE: A p r i l  10, 1984

AS. 4 4 . 8 3 . 1 8 5 p r o v i d e s  t h a t  n o  m o n e y  c a n  b e  s p e n t  o n  f i n a l
d e s i g n  a n d  c o n s t r u c t i o n  u n t i l  a p r o j e c t  is a p p r o v e d  b y  the 
l e g i s l a t u r e .  L e g i s l a t i v e  a p p r o v a l  at  t h i s  p o i n t  i g n o r e s  
the s t a t u t o r y  p r o c e d u r e s  set u p  to e n s u r e  t h a t  o n l y  e c o n o m i c a l l y  
and f i n a n c i a l l y  f e a s i b l e  p r o j e c t s  w i l l  b e  a p p r o v e d  a n d  b u i l t .  
H o w e v e r ,  t h e  s t a t u t e  d o e s n ' t  a b s o l u t e l y  r e q u i r e  c o m p l e t i o n  o f  a 
f e a s i b i l i t y  s t u d y  and p l a n  of  f i n a n c e  b e f o r e  l e g i s l a t i v e  a p p r o v a l ,  
a n d  a l l  e x p e n d i t u r e s  of  a p p r o p r i a t e d  m o n e y  a f t e r  a p p r o v a l  a p p e a r  
to  b e  p e r m i s s i v e ,  n o t  m a n d a t o r y .  In a d d i t i o n ,  c u r r e n t  A P A  p o l i c y  
is to n o t  s p e n d  m o n e y  on f i nal d e s i g n  a n d  c o n s t r u c t i o n  u n t i l  a
f i n a l  p l a n  of  f i n a n c e ,  w h i c h  i n c l u d e s  p o w e r  s a l e s  a g r e e m e n t s ,  is
c o m p l e t e d .

P O W E R  P R O J E C T S  GENER7^LLY (AS 44. 83):
R e c o n n a i s s a n c e  s t u d y  (.177)
R e c o n n a i s s a n c e  s t u d y  r e v i e w e d  b y  O M B  (.179)
F e a s i b i l i t y  s t u d y  a n d  p l a n  o f  f i n a n c e  (.181)

O u t  in d r a f t  for S u s i t n a  p r o j e c t  n o w  ( s u b m i t t e d  3/84)
F i n a l  p l a n  o f  f i n a n c e  f o r  B r a d l e y  s u b m i t t e d  4/84 

O M B  r e v i e w  s t u d y  and p l a n  (.183) a n d  m a k e  r e c o m m e n d a t i o n  
w i t h i n  60 days. ,

..

A l t h o u g h  l e g i s l a t i v e  a p p r o v a l  d o e s n ' t  n e e d  t o  w a i t  for all o f  
the above, i/t m u s t  b e  f o r t h c o m i n g  b e f o r e  m o n e y  c a n  b e  s p a n t  
on e n g i n e e r i n g  a n d  d e s i g n  (.185)

IN A D D I T I O N ,  F O R  S U S I T N A  S P E C I F I C A L L Y :
P r e l i m i n a r y  r e p o r t  (.320)
U p d a t e  (.320) O u t  in d r a f t  nov; ( s u b m i t t e d  3/84)
In a d d i t i o n ,  A S  4 4 . 8 3 . 3 3 0  r e q u i r e s  a p p r o v a l  o f  the u p d a t e  
p r i o r  t o  e n t e r i n g  i n t o  c o n s t r u c t i o n  c o n t r a c t s .

PO U C H  v  
STATE C A P ITA L  

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

A P A  B o a r d  p o l i c y  on p r o j e c t  a p p r o v a l  p r o c e s s  is a t t a c h e d .



Alaska Power Authority

Project Approval Process 

Sequence of Events

, . >
All significant power projects that are undertaken by the Alaska Power Authority 
will follow the sequence of events, listed below unless modified by Board on a project 

specific basis. Some events may be concurrent.

- . Approved By

Step
No._____ Description Staff Board OMB Leg

1. Annual Plan for Reconnaissance Studies X
2. ^ppmprji.a.tiii}rLi8equest? for Reconnaissance

Studies X X X

3. Award Contract for Reconnaissance Study X
4. Authorization to submit Reconnaissance

Study to OMB X
 5. (Approval of Reconnaissance Study X*

6. Annual Plan for Feasibility Studies X
7. ^pjcpp.T^4tjJ3itii?eqiieiJ*'for Feasibility Study X X X

8. Approve conditional Power Sales Agreements X
v, 9. Authorization to submit feasibility study,

and preliminary plan of finance to OMB X
x'rt?AC  ̂ 10. cRecojnmen j* Pro j ect Approval or Dis­

approval to Governor and Legislature X*
«Au.tiiori'2a-.tion?jafdRcojeatsandvCons  t-ruetd on 

tC o'jS* X*
12. Annual Plan for Design X
13. £Appn3praaiinn^Reqne^d> for Design X X X

14. Approval of Initiation of Detailed
Design, updated Power Sales Agreements, 
and Updated Plan of Finance X

15. Award Contract for Detailed Design X
16. Annual Plan for Construction X
17. AppnapEfftfsfiCttp for Construction X X X
18. Approval of Final Plan of Finance and

Power Sales Agreements X
19. Approval of Start of Project Construction X
20. Award Construction Contracts X

* 10. V 1-

* Statutory requirements.

Note:

OMB's review is required for new projects that are larger than $1.5 MW 
for generation projects or cost more than $3,000,000 for transmission 

projects.
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$la£ka i?tate ^Legislature
B E T T Y E  F A H R E N K A M P , C hairm an
R O B E R T  H. Z IE G L E R . SR., V ic e  C hairm an
DICK E LIA S O N
PA U L F IS C H E R
VIC  F IS C H E R
B O B  M U L C A H Y
AF1LISS S T U R G U L E W S K I

S e n a t e
C om m ittee on &e£ource£
SfiPATF i'.-L’ROUPsCnG C O M M I T T E E  

L E T T E R  O F  I N T E N T  
F O R

C S  SB 589 (Finance) an.

POUCH v 
STATE C A PITA L 

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

T h e  c o m m i t t e e  s u b s t i t u t e  for HB 580 (Finance)nro a u t h o r i z e s  the 
c o n s t r u c t i o n  f o r  the B r a d l e y  L a k e  Iv'd r o d  e c  trie p r o j e c t  and the 
S u n i n e  R i v e r  h y d r o e l e c t r i c  p r o j e c t  ir a c c o r d a n c e  w i t h  AS 
4 4 . 8 3 . 1 9 5  a nr o t h e r  s t a t u t o r y  p r o v i s i o n s .

It is th i : i o f  r •• l e g i s l a t u r o  that the Ale si Pov;i,' • 
Authorit'* n w o r d  o fun dr- for detailed, d e s i g n  w o r k  on e i t h e r  of 
t h e r e  oroioct.r until p o w e r  s a l e s  n g r ^ m o n t s  h;, re b e e n  sico.-'d bv 
th u t i l i t i e  w h i c h  will p u r c h a s e  p o w e r  from the pr< Ie :ts . 
F u r t h e r ,  u n t i l  corapl i a n c 6  w i t h  the p r o v i s i o n ?  o f  A S  4 4 . 8 3 * 1 8 3  a n d  
A S  44,83,1-^5, w h i c h  r o g u i r o  a  r e v i e w  b v  th • O f f i c e  o c fiarwvgenienl 
arid Budget o f  a fensi h i 15 t* c-fudy and p l a n  of  f i n a n c c , and 
Mjbt'n tt." .1 Ly  the A! ask a Pov.v-; r Au khorit v to 1 he l.cgi 1.". hur*s ■' f an 
i n d e p e n d e n t  c o s t  o* •; i on t.< >, no fvirsdu p ha 1.1 be s p o o f ,

Be I/! ',
7 / - . .  ./ _ _____

: 7*hr.'okamn, C'.hfi io r.'. . 
J  - J
vr 'f'U "co r (?omn \. >: - or'





RONALD L. LARSON
DISTRICT 16B

POUCH V 
JUNEAU. ALASKA 0981 1 

(907) 46 5-37 27

BOX 33 
PALMER. ALASKA 99643 

(907) 745-3826

^ o u z e  rtf ^tUpregEntatiiiss
MEMORANDUM

April 16, 1S84

TO: Members Senate Resources

FROM: Representative Ron Larson

SUBJECT: HB 624

The following piece of legislation passed the House March 20, 1984 by a 

division of 40 to 0. Any consideration you may be able to give this 

particular piece of legislation in moving it through the Senate would be 

very much appreciated.

HB 624 - "An Act relating to qualifications for a homasitc."

This legislation will allow current holders of homesite parcels to 

transfer t h e’.r rights in the property to another individual, when due to 

an incapacitating illness or injury, he or she cannot fulfill the on 

site residency requirements. This allowance would be the same as is 

currently provided for under the homestead statutes, AS 38.09.030(c)(4).

Under present homesite statutes, if a person has fulfilled all 

requirements except for residency, he or she could lose the rights to 

the property because of a serious illness or injury preventing them from 

residing on the homesite. Often, in the case of a disabling illness or 

injury, a person is required to live closer to medical facilities or may 

require special care.

The homesite law does provide for a legal transfer of property upon 

a person's death; however, if they survive a serious illness or 

operation, which incapacitates them, they would lose all their rights 

and property improvements on their homesite. This bill would simply 

provide the same provisions under the homesite law which were provided 

for in the homestead statutes, dealing with this type of emergency.

t
cc: Senator Kerttula

r
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§ 38.08.020 A l a s k a  S t a t u t e s  S u p p l e m e n t § 3S.0S.0-10

T he 1981 am en d m en t added th e  second 
sen tence  of subsection  (be

Sec. 38.08.020. P u b l ic  notice . The director shall publish notice of 
the availability of the land in the same m anner as provided in AS 
38.05.345(e). (S 2 eh 142 SLA 1977; am 15 9 ch 1S1 SLA 1978; am S 41 
ch 85 SLA 1979)

E ffe c t  o f  a m e n d m e n ts .  — T he 1978 
am en d m en t dele ted  th e  fo rm er f irs t sen ­
tence, w hich read  "Follow ing c lassification  
of lan d  for hom esite  en try , offerings of 
hom esite  e n try  land  sh a ll be m ade on a 
ro ta tin g  basis from  am ong th e  four jud ic ial 
d is tric ts  of th e  s ta te ."

T he 1979 am en d m en t su b s titu te d  "in

th e  sam e m a n n e r  a s  provided in AS 
36.05.845iei” for "for a t  least th ree  con­
secu tive  w eeks th ro u g h  th e  e lectronic 
m edia  and in  a t  lea s t th re e  new spapers of 
gen era l c ircu la tio n  in th e  s ta te , a t  least 
one o f w hich, if  possible, sha ll be a 
new spaper o f genera l c ircu la tion  in  th e  
v icin ity  o f th e  av a ilab le  land."

Sec. 38.08.030. Applications for homesite entry; lee,s. ta) To 
qualify for a homesite entry permit, an applicant shall

(1) at the time of application have attained the age of 18;
(2) submit proof acceptable to the commissioner that the applicant 

is a resident of the state at the time of application, and that the appli­

cant has been a resident of the state for not less than one year immedi­

ately preceding the date the application was submitted;

(3) agree to comply with the requirements for obtaining a patent to 

land set out under A S  38.08.060.

(b) Fees for filing an application m a y  not exceed $10. (§ 2 ch 142 

S L A  1977; a m  § 10 ch 1S1 S L A  197S; a m  § 67 S L A  1983)

E ffec t o f  a m e n d m e n ts .  — T he 1978 T he 1983 a m en d m en t, effective J u ly  Hi,
am en d m en t subs titu te d  " th ree  y ea rs"  for 19S3, rew ro te  p a rag ra p h  (2) o f  subsection 
"six y e a rs"  in p a rag ra p h  (2) o f subsection  ta).
(u).

Sec. 38.08.0-l0. Issuance of entry permit, (a) A n  applicant 

meeting the qualifications for homesite entry under A S  38.08.030 shall 
be issued a revocable permit to occupy and improve the homesite in 

order to qualify for issuance of patent as provided in this chapter. The 

application fee is the sole rent chargeable on the permit for its dura­

tion.

(b) I Repealed, ft 19 ch 67 S L A  1983.]
(c) The permit m a y  not be assigned, conveyed or otherwise trans­

ferred, but rights under the permit m a y  devolve by testate or intestate 

succession. A n  attempt to assign, convey, or to otherwise transfer the 

permit, is void and constitutes a substantial breach.

(d) A n  applicant m a y  apply for more than one available homesite. 

N o  person holding a homesite patent m a y  apply for i homesite entry 

permit, no person m a y  simultaneously hold more than one homesite 

entry permit, and no person w h o  is a m e m b e r  of the homesite entry
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§ 38.09.010

i' shall adopt regu- 
90 to carry out the 
but not limited to, 
s- (§ 2 ch 142 SLA

lim ited to” to th e  end o f
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lications
unicipalities

ote parcels
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tural use. State 
.•hapter shall be

| ral survey of 
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survey control

imestead entry 
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subject to a

itry  procedure 
mestead entry

P u b l ic  L a n d s 8 38.09.030

(1) the minimum distance between homestead entries in the area;
(2) the dimensions, configuration, orientation or other design 

requirements for a homestead entry in the area;
(3) a description of land w ithin the a rea th a t  may not be included in 

a homestead entry;
(4) a requirement th a t  a landmark, monument or other point be used 

as a point of reference for the m easurement of distances within an area;
(5) a specification of the type of stakes to be used to m ark the corners 

of a homestead entry;
(6) the time within which a homestead entry must be staked.
(f) The commissioner shall establish the maximum size of a 

homestead entry tha t  may be selected in each area designs ted under
(a) oi this section except th a t  the commissioner may not permit an 
entry on more than

(1) 160 acres of land classified for agricultural use; or
(2) 40 acres of land not classified for agricultural use.
(g) The commissioner may limit the number of persons permitted to 

stake homestead entries within an area designated under (a) of this 
section by a lottery of qualified applicants. (8 1 ch 103 SLA 1983)

Sec. 38.09.020. H o m e s te a d  e n t ry  pe rm its ,  (a) A homestead entry 
permit entitles an applicant to enter land v,ithin an area designated 
under AS 38.09.010 and to survey, occupy, and improve the land in 
order to qualify for a pa ten t under this chapter.

(b) An applicant for a homestead entry permit shall personally s ike  
the corners and flag the boundaries of the land entered under this 
chapter and shall peisonally file with the cimmissioner a description 
of the land entered. A homestead entry shall be described by aliquot 
parts unless otherwise permitted by the commissioner. (8 1 ch 103 SLA 
1983)

Sec. 38.09.030. Q ua lif ica t ion  for h o m e s te a d  en try , (a) An appli­
cant for a homestead entry permit shall

(1) submit proof acceptable to the commissioner tha t  the applicant 
is a t  least 18 years of age and has been a resident of the state for not 
less than one year immediately before the date of application;

(2) pay a fee of $5 per acre according to the description provided by 
the applicant;

(3) agree to comply with the requirements of AS 38.09.060;
(4) certify th a t  the corners of the land entered have been staked and 

the boundaries have been flagged;
(5) assume full responsibility for the accuracy of the description of 

the land filed with the commissioner under AS 38.09.020(b).
(b) Except as provided in (c) of this section, an applicant may not 

hold more than  one homestead entry permit a t  one time and may not 
receive a pa ten t to more than  one homestead entry in a lifetime.
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§ 38.09.040 A l a s k a  S t a t u t e s  S u p p l e m e n t § 38.09.050

(c) The homestead entry permit may not be assigned, conveyed, or in 
any m anner transferred except

(1) by testate or intestate succession:
(2) to a spouse during marriage;
(3) by order of a court as part  of a divorce settlement;
(4) to either a member of the immediate family or a grantee of the 

applicant in the case of an  extreme emergency or illness which disables 
the applicant. (§ 1 ch 103 SLA 1983)

Sec. 38.09.040. R evoca tion  o f  e n try  pe rm its ,  'a) A homestead 
entry permit may be revoked by the commissioner for any substantial 
breach of the permit conditions or the requirements of this chapter, 
including

(1) an  assignment, conveyance, or transfer of the permit not autho­
rized under AS 38.09.030(c);

(2) failure of the permit holder to submit a plat of survey to the 
commissioner within two years after the issuance of the permit or 
under (b) of this section;

(3) failure of the permit holder to erect a dwelling in the time 
required under AS 33.09.050(a), except t h a t . f the commissioner finds 
th a t  the dwelling has been nearly completed and progress toward com­
pletion is being made a t the expiration of the time required, the com­
missioner may extend the time required for completion for not more 
than one year;

(4) failure to brush the boundaries of the land within 90 days after 
issuance of the homestead entry permit;

(5) failure to clear and either put into production or prepare for 
cultivation 25 percent of the  land classified for agricultural use within 
five years after tl e issuance of the permit.

(b) If the comm ssioner determines th a t  a permit holder has made a 
good faith effort to obtain a plat of survey, the commissioner may 
extend the time required for completion of the plat of survey for not 
more than three years after the issuance of the permit.

(r) If a homestead entry permit is revoked under (a) of this section, 
improvements or personal property upon the land shall be managed 
under AS 38.05.090 and the state  land remains uvailable for 
homestead entry under this chapter. (§ 1 ch 103 SL/v 1983)

Sec. 38.09.050. I s su a n c e  o f  p a te n t ,  (a) The commissioner shall 
issue a patent to homestead entry land if the permit holder

(1) resides and lives on the homestead entry land for not less than 
25 months within five years after me issuance of the homestead entry 
permit;

(2) completes an approved survey of the land within two years after 
the issuance of the permit or under AS 38.09.040(b);

(3) erects a habitable m anent dwelling on the homestead within 
three years after the isouance of the homestead entry permit;
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