
A 1 A S K A  L r t i l i l b L i A i U K U  U U M W I I I H I I  1? JL L .il, I> 1 7 0 d “ i 7 0 0  O O / Z

4 2 3 6  S R E S  <!■ S B  1 2 0  -  S B  1 2 3



Page 5

Several bills introduced in the Alaska State Legislature 

this year will assist in the development of a productive and 

cost-effective agricultural industry in Alaska.

S3 40 and SB 154

The concept of production credits outlined in SB 40 and SB 

154 will provide incentives necessary for Alaska's agricultural 

industry during its current stage of development. Production 

credits are a means of reducing the debt load of farmers who 

purchased land from the state of Alaska in 1978 to 1982 when the 

farmland prices in the U.S. were higher than at any other time in 

the nation's history. These high prices tended to inflate the 

price of undeveloped agricultural land sold by the state.

A system of production credits to reduce the farmer's debt load 

is a mechanism that government can use to increase farm 

production and enhance the economic viability of new farming 

enterprises in Alaska.

SB 41

Equally important in assisting Alaska farmers to succeed in 

difficiult times for farmers nationally is SB 41, a bill to 

extend the moritorium on payments from 5 to 10 years. This will 

help farmers through the perod of land clearing and farm 

development when productivity is low, and enhance the opportunity 

for successful farm development in the long-term.

SB 120

SB 120 is needed to authorize an inr-ease in the 

capitalization of the agricultural revolving loan fund, to assist 

in the establishment of commodity marketing associations, and to
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increase the number of members on the board of the agricultural 

revolving loan fund.

Land Title

Successful development of a long-term agricultural industry 

in Alaska requires that farmland remain available for crop 

production and not be shifted to other, irreversible uses. 

However, if the mechanism that accomplishes this prevents the use 

of the land as collateral in obtaining aoricultural development 

or operating loans from private financial institutions, then 

successful agricultural production is unlikely to occur even 

though the land is protected for agricultural use. I strongly 

urge administrative or legislative measures, developed in concert 

with the private financial community, that will enable Alaskan 

farmers to retain land for agricultural use, but also permit them 

to have the same opportunities to obtain credit that are 

available to farmers in other states.

SB 57

SB 57 is designed to enhance the marketing of agricultural 

products produced in Alaska. It would provide a clause in all 

state bids to require the use of agricultural products 

originating in Alaska if these products are competitively priced 

and of like quality when compared to agricultural products 

originating outside the state.

SB 110 and SB 155

SB 110 to increase the amounts of agricultural loans 

available from the state of Alaska to any one borrower, and SB 

155 relating to the splitting and combining of agricultural
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parcels will provide flexibility for developing economically 

viable farm enterprises in Alaska. Farming has long been a 

capital intensive industry. The amounts of loans from private 

financial sources to U.S. farmers are based on the abilities of 

the farmers to repay the loans, and not on arbitrarily imposed 

limits. Loan limits may create failure in the very situation the 

loan was designed to assist by not providing sufficient capital 

to permit an economically successful farm enterprise. In the 

best case, there should be no loan limits; instead the amount of 

the loan should be granted on the basis of a thorough and 

professional examination of the proposed farming enterprise. 

Nevertheless, increasing the loan limits as provided by SB l.'O 

will permit the loan fund to service modern agricultural 

development in Alaska more effectively.

S3 155 will permit the splitting or combining of 

agricultural parcels sold as part of an agricultural development 

project to assist in the development of economically sound, 

full-time and part-time farming enterprises. Farms of a certain 

minimum size, depending on the farming enterprise, are necessary 

to support successful, full-time farming businesses. Smaller 

farms may be satisfactory for part-time farms where other income 

is available off the farm.

There is a tendency in urban Alaska to perceive that 

agricultural development may take place successfully with onlv 

part-time farms. The argument is that off-farm employment can be 

used to subsidize the development of the farm. Two thoughts must 

be kept in mind. First, the part-time farmer reguires employment



off the farm. Thus, the development of oart-time farms is 

dependent on the successful development of other sectors of the 

economv near the farms to provide jobs for part-time farmers. 

Second, successful part-time and full-time farms require a 

well-developed, efficient infrastructure for supplyinq farm 

inputs and marketinq farm outputs. The volume of purchases and 

production from full-time farms is necessary to support this 

essential infrastructure.

Financial differences between full-time and part-time farms 

are illustrated by national statistics. In 1981, U.S. farms that 

sold 2100,000 or more in farm products accounted for 68.4 

percert of cash farm receipts and earned 219.9 billion. At the 

other end of the spectrum, farms that sold less than 220,000 each 

in products collectively accounted for 6.5 percent of cash farm 

receipts and lost 21.6 billion on farminq. Nevertheless, these 

small farms had family incomes above the U.S. averaqe because 

their farminq losses were offset bv 229 billion in nonfarm 

income.

SB 39

SB 39 will provide an appropriation for the roads and 

bridoes necessary to develop the aqricultural, mineral, and 

recreational resources in the Nenana-Totchaket area of interior 

Alaska. Expandinq aqricultural production in this area will 

increase the volume of aqricultural commodities produced in 

Alaska. As in any other industry, increased volume will reduce 

the cost of aqricultural production and marketinq and increase 

the competitiveness of
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Alaska's aqricultural commodities. Moreover, expanding Alaska's 

grain and livestock production in the proposed Nenana-Totchaket 

project will insure against vagaries of weather or plant diseases 

that could reduce yields in existing agricultural areas. Reduced 

grain yields, in turn, could jeopardize livestock producers who 

need a reliable source of grain and processors of animal products 

who need a reliable source of animals. Consequently, it is 

desirable to produce grain and livestock in more than one area of 

Alaska. The Nenana-Totchaket will provide this option. Access 

roads and bridges provided by S3 39 are essential for the 

successful development of farmland in this area.

Aqricultural Research and Education

Progress in agricultural development supDorted by the Alaska 

State Legislature durinq the last ten years includes the 

development of naw lands for farming, the construction of 

essential access roads and electrical power to farms, and the 

construction of processina facilities for agricultural 

commcJities. Modern commercial aqricultural, however, is a high 

technoloqy industry. Its ability to compete depends on the 

continuing development and application of new technologies for 

crop improvement, weed and disease control, livestock health and 

nutrition, fertlizer efficiency, and improvements for processing 

and marketing aqricultural commodities.

All successful agricultural industries in the world have 

government-supported research and teaching programs to develop 

new technologies. These programs are supported by government 

because individual farmers, unlike large industries, cannot amass
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sufficient capital individually to conduct essential research.

In the U.S., agricultural research is done by the system of state 

agricultural experiment stations in land-grant universities.

Crop varieties used in Alaska were either developed by or 

tested by scientists at the Alaska Agricultural and Forestry 

Experiment Station which is administered by the University of 

Alaska-Fairbanks (UAF). Essentially all management practices for 

crops and livestock in Alaska that are recommended by the 

coope&tive extension service or state agencies were developed by 

the experiment statior

Now, however, demands for improved crop varieties, 

fertilizer recommendations, disease and insect control, animal 

health, and farm management systems for new agricultural land 

exceed the resources and facilities of the experiment station.

In recognition of UAF's role as a land-qrant university to 

supDort research and teaching for agricultural development in 

Alaska, UAF included an increment package in its FY 86 budget 

request to support research and education for Alaska's 

aqricultural development plan. I strongly recommend the increment 

package. Adequate research and education are essential ror the 

development of a cost-effective aqricultural industry. Lack of 

an effective program now will fail to provide competitive 

technologies for Alaska's farmers three to five vears in the 

future.

Summary

The importance of agricultural development in Alaska was 

highlighted for me in a program presented last week in Fairbanks
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by Dr. Theodore Malloch, an interational economist with the U.S. 

Department of State. While discussing international trade, Dr. 

Malloch informed us about increases in exports from service and 

information industries in the U.S., and about our imports of 

resources and manufactured goods from overseas.

During the question period, I asked Dr. Malloch's advice 

and recommendation for economic development in Alaska as related 

to possible international trade. He responded that Alaska must 

divesify its economic base and that our only alternative for 

increased trade is to develop our basic resources of mining, 

agriculture, timber, and fisheries.

Agriculture has an important role in Alaska’s future, 

particularly in areas where potential aqricultural soils occur 

and other major resources are limited. In these areas, the 

development of cost-effective agriculture can provide economic 

opportunities for Alaskans, enhance communities, provide 

employment, and place relatively extensive areas of state-owned 

land in private ownership. It can help meet the policy 

established in Article III, Section I of Alaska's Constitution, 

"... to encourage the settlement of (Alaska's) land and the 

development of its resources by making them available for maximum 

use consistent with the public interest."
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RE= S B  120/C H A N G ES IN  AG LAWS

WE UNDERSTAND T H I S  B I L L  WOULD IN C R E A S E  TH E At. LOAN C E I L I N G  
FROM j M IL L IO N  TO 2 M I L L I O N ,  WE ST R O N G L Y  O PPO SE T H I S  IN C R E A S E ,  A 2 
M IL L IO N  LOAN C E I L I N G  I S  U N R E A L I S T I C  AND U N R E A SO N A B LE , THE I N T E R E S T  ON 
T H I S  LARG E LOAN WOULD BE C L O SE  TO OR MORE THAN A F A R M 'S  Y E A R L Y  G RO SS 
IN CO M E,
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T O : SE N A T O R S C O G H IL L ,  P A I L S ' , FERG U SO N , P ., F I S C H E R ,  HALFO RD ,
K E R T T U L A  AND S A C K E T T  AND R E P R E S E N T A T IV E  S H U L T Z

FRO M : M IK E  C A R L SO N , P . O .  BOX 9 5 3 ,  D E LT A  J C T .  , AK 9 9 7 3 7  1-1:
8 9 5 - 4 8 1 9 '  U : 8 9 5 - 4 6 9 7

R E :  S B  120

URGE P A S SA G E  OF 1 20  SO I T  CAN A T L E A S T  GET A F U L L  SE N A T E  H EA RIN G  * 
I T  DOES NOT SEEM  TO B E  A C O S T L Y  B I L L  AND R E A L L Y  DOES NOT CHANGE 
T H E S T A T E  F IN A N C IA L  P I C T U R F . I T  DOES C LE A N ' UP SOME PRO BLEM  
A R E A S  *

A P R I L  1 5 ,  1 9 8 5  -  D E LT A  POM

T O : SE N A T O R S C O G H IL L ,  F A I R S ,  FERG U SO N , P .  F I S C H E R ,  HALFO RD ,
K E R T T U L A  AND S A C K E T T  AND R E P R E S E N T A T IV E  S H U L T Z  .

FRO M : M IK E  CARLSON', P . O .  BOX 9 5 3 ,  D E LTA  J C T . ,  AK 9 9 7 3 7  ' H:
8 9 5 - 4 8 1 9  U : 8 9 5 - 4 6 9 7

R E : S B  4G

T H E N E G A T IV E  F I S C A L  NOTE A TTA CH ED  I S  U N R E A L I S T I C .  I  TH IN K  THE 
F I G U R E S  MAY R E F L E C T  A L L  A G R IC U L T U R E A L  S A L E S  NOT J U S T  THOSE W ITH 
S T A T E  LO A N S. A L S O , I S N ’ T I T  J U S T  AS S P E C U L A T I V E  TO A N T IC IP A T E  
L O S S  AS I T  I S  TO A N T I C I P A T E  G A IN ?  A G U ESS A S TO L O S S  FAS NO MORE 
M E R I T  THAN A G U E SS  OF G A IN .

EOM
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Amendments to CSSB 120 (Resources)

[/I. p. 2, l i n e  24; add: and processed fe e d s . 0 K

2. l / p. 3, l i n e  16; change: 20 percen t to 50 p e rce n t .

3. V 'p . 4, l i n e  6; change: 20 percen t to 50 p e rc e n t .

4. p. 4, l i n e  27; add: o r h o r t i c u l t u r e  a f t e r  a g r i c u l t u r e . 0 / C ^
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Economics of Agriculture

Much has been s a i d  and w r i t t e n  r e c e n t l y  a b o u t t h e  p r o b l e m s  i n  

A la s k a n  a g r i c u l t u r e .  T h i s  s h o u ld  n o t be a t a l l  s u r p r i s i n g  g iv e n  

th e  p ro b le m s i n d i c a t e d  i n  th e  n a t i o n a l  m ed ia f o r  U .S . a g r i c u l t u r e .  

P u t as b r i e f 1 y as p o s s i b l e ,  h ig h  d e b t lo a d  and low  m a r k e t p r i c e s  

have been m a jo r re a s o n s  f o r  th e  p r e s e n t  d a y s i t u a t i o n  b o t h  i n  

th e  c o u n t r y  as a w h o le  and i n  A la s k a .

You may be i n t e r e s t e d  i n  how we g o t o u r s e l v e s  i n  t h i s  s i t u a t i o n .  The 

w o r l d w i d e  r e c e s s i o n  cau sed i n  p a r t  by l a r g e  i n c r e a s e s  i n  w o r l d  

o i l  p r i c e s ,  and th e  r e c e n t  s t r o n g  U .S . e c o n o m ic  r e c o v e r y  and 

a s s o c i a t e d  s t r o n g  U .S . d o l l a r  have le d  to  weak e x p o r t  m a r k e t s  

f o r  U .S . p r o d u c t s .  Am e r ic a n a g r i c u l t u r e  and A la s k a n  a g r i c u l t u r e  

depend i n  l a r g e  m easu re o f th e s e  m a r k e t s  p a r t i c u l a r l y  f o r  c e r e a l 

g r a i n s .

W ha t r e l a t i o n s h i p  d o e s A la s k a n  a g r i c u l t u r e  r e a l l y  h a v e  w i t h  

e x p o r t  m a r k e ts ?  P r i c i n g  o f c e r e a l g r a i n s  depend on U .S . d o m e s t i c  

and w o r l d  p r i c e s .  A s t r o n g  d o l l a r  t e n d s  t o  make U . S .  g r a i n  

more e x p e n s i v e  t o  o t h e r  c o u n t r i e s  t h u s  r e d u c i n g  i t s  d em a n d . 

Lowe r demand le a d s  t o  lo w e r p r i c e s  i n  th e  U n i t e d  S t a t e s  i n c l u d i n g  

A la s k a . A l s o , l o w e r p r i c e s  means l e s s  r e v e n u e  t o  t h e  f a r m e r  

th u s  r e d u c i n g  h i s  a b i l i t y  to  re p a y  d e b t s .
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C e r e a l g r a i n  i s  e m p h a s iz e d  h e r e  b e c a u s e  i t  i s  t h e  b a s i s  f o r  

m ode rn a g r i c u l t u r a l  d e v e lo p m e n t i n  A la s k a . W i t h o u t e f f i c i e n t l y  

p ro d u c e d  A la s k a n  c e r e a l g r a i n ,  o u r re d  meat and d a i r y  i n d u s t r i e s  

w i l l  f a c e  m o re d i f f i c u l t  e c o n o m ic  c o n d i t i o n s  when c o m p e t i n g  

w i t h  fo o d  im p o r t e d  i n t o  A la s k a .

You s h o u l d  be a w a r  ~ t h a t  i t  i s  t h e  c e r e a l - i i v e s t o c k  p r o d u c e r s  

n a t i o n w i d e  t h a t  a re  h a v in g  th e  m a j o r i t y  o f th e  p ro b le m s t o d a y .

You m ig h t  a s k , "why i s  A la s k a  i n  th e  f a rm in g  b u s in e s s " ?  W e l l ,  

t h e  s im p le  a n sw e r i s  t h a t  f a rm i n g  has been i n  A la s k a  f o r  w e l l  

o v e r 80 y e a r s .  I t  has r e c e i v e d  a number o f g ro w th  s p u r t s  r e l a t e d  

t o  i n c r e a s e s  i n  p o p u l a t i o n  c a u s e d  by g o l d  d i s c o v e r i e s ,  W o r ld  

War I I ,  and o i l  d e v e lo p m e n t i n  th e  1 9 5 0 ' s ,  1 9 6 0 's  and 1 9 7 0 's .

A f t e r  each m a jo r d e v e l o p m e n t  p e r i o d  f o r  A l a s k a n  a g r i c u l t u r e ,  

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

we a re  p r e s e n t l y  f o l l o w i n g  a n o rm a l , somewha t e x p e c te d  p a t t e r n .

The t h i n g  to  rem embe r m os t i s  t h a t  each a g r i c u l t u r a l  d e v e lo pm e n t 

p e r i o d  t h a t  has o c c u r r e d  i n  A la s k a  came a b o u t b e cau se i t s  c i t i z e n s  

w an te d i t .  They w a n te d l a n d ,  fo o d  s o u r c e s  s e p a r a t e d  f rom  s h i p p e d - i n  

f o o d , and a means t o  g a in  em p lo ym en t and make money i n  A la s k a .

So f o r  a l l  t h a t  h a s been a rg u e d  a b o u t A’ skan a g r i c u l t u r e ,  i t  

i s  h e re  to d a y  t h r o u g h  s u p p o r t  o f  many g r o u p s  o f  p e o p l e  w i t h i n  

A la s k a  o v e r a lo n g  p e r i o d  o f t im e .

3
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Now l e t ' s  c o n s i d e r  some s p e c i f i c  i s s u e s  o f g r a i n - l i v e s t o c k  fa rm e r s  

i n  A la s k a .

G r a i n  p r o d u c e r s  l o o k  t o  tw o m a r k e t s  f o r  t h e i r  p r o d u c t .  F i r s t  

i s  th e  d o m e s t i c , o r i n - s t a t e  m a r k e t ,  b e c a u se i t  i s  t h e  c l o s e s t  

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

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

t h e  g r a i n  f a r m e r  i n  a f r e e  m a r k e t w i l l  be th e  h i g h e s t  i n  t h i s  

s i t u a t i o n .  ’he p ro b le m , o f c o u r s e , i s  t h a t  t h e  A la s k a  i n - s t a t e  

m a r k e t i s  s. a l l  b u t g r o w i n g .  New l i v e s t o c k  p r o d u c e r s  seem to  

be i n c r e a s i n g  on a w e e k l y  b a s i s  i n  r e s p o n s e  t o  m o re  r e a d i l y  

a v a i l a b l e  fe e d  s u p p l i e s  and t h e  new m ea t p r o c e s s i n g  p l a n t  i n  

P a lm e r . As t h i s  l o c a l  m a r k e t  p r o d u c e s  m o re  l o c a l  r e d  m e a t , 

g r e a t e r  q u a n t i t i e s  o f  A l a s k a  p r o d u c e d  g r a i n  w i l l  be s o l d  i n  

s t a t e

T h ro u g h o u t th e  p la n n i n g  p e r i o d  f o r  th e  D e l t a  p r o j e c t ,  th e  e x p o r t  

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

to  th e  A la s k a  m a r k e t . As was i n d i c a t e d  e a r l i e r  i n  t h i s  p r e s e n t a t i o n ,  

t h e  s t r o n g  U .S . d o l l a r  h;.s made t h e  e x p o r t  m a r k e t l e s s  e c o n o m ic a l l y  

d e s i r a b l e .  T h u s , s o m e th in g  l e s s  th a n  f u l l  p r o d u c t i o n  has o c c u r r e d  

on many D e l t a  f a rm s . H ow e ve r , w o r l d  m r k e t  c o n d i t i o n s  s h o u l d  

im p r o v e  i f  t h e  U .S . d o l l a r  l o s e s  v a l u e  as many e x p e c t d u r i n g  

1 98 5 . T h i s  s h o u ld  s i g n a l  a r e t u r n  t o  r e a s o n a b le  l e v e l s  o f  e co n om ic

U



g r o w t h  i n  t h e  w o r l d  econom y and h ig h e r  p r i c e s  f o r  U .S . g r a i n .  

A la s k a  e x p o r t  p o s s i b i l i t i e s  w i l l  a l s o  in c r e a s e  i n  t h i s  s i t u a t i o n .

P o i n t  M a c K e n z ie  f a r m e r s  h a v e show n r e m a r k a b l e  p r o g r e s s  when 

com pa red t o  th e  p ro b le m s t h e y  f a c e .  The o n l y  m i l k  p r o c e s s i n g  

p l a n t  i n  s o u t h c e n t r a l  A la s k a  has had s e r i o u s  f i n a n c i a l  p ro b le m s 

ca u se d i n  l a r g e  m easu re by p o o r m anagem en t. R e c e n t l y ,  th e  s t a t e  

g o v e rnm e n t has ta k e n  te m p o r a r y  c o n t r o l  o f  t h e  p l a n t ,  and s u r p ^ i s -
I

i n g l y ,  t h e  f i n a n c i a l  h e a l t h  o f th e  p l a n t  h a s im p r o v e d .  W h i l e  

f i n a l  d i s p o s i t i o n  o f t h e  m i l k  p l a n t  r e l a t i v e  t o  o w n e r s h ip  has 

n o t been made, i t s  c o n t i n u e d  o p e r a t i o n ,  i n  a f i n a n c i a l l y  s o l v e n t  

m a n n e r , i s  an e x c e l l e n t  s i g n  and i n d i c a t e s  some measu re o f s u c c e s s 

f o r  P o i n t  M acK en z ie d a i r y  f a rm s .

C o m m e r c ia l m ea t p r o d u c t i o n  i n  A la s k a  c o n t i n u e s  t o  g row . S in c e  

th e  b e g i n n in g  o f t h e  D e l t a  p r o j e c t ,  a l a r g e  c o m m e r c ia l hog e n t e r p r i s e  

h a s been o p e r a t e d  on one o f  th e  D e l t a  t r a c t s .  A s e c o n d , w i t h  

o u t p u t  10 t im e s  g r e a t e r  th a n  th e  f i r s t  o r a p p r o x im a t e l y  1 0 , 0 0 0  

p i g s  p e r y e a r ,  i s  s c h e d u l e d  t o  be d e v e lo p e d  on a n o t h e r  D e l t a  

t r a c t .  C a t t l e  £■ e d in g  i n  b o th  D e l t a  and t h e  M a ta n u s k a  V a l l e y  

h a s i n c r e a s e d  i n  r e s p o n s e  to  th e s e  new g r a i n  s u p p l i e s .  D e l t a  

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

p ro b le m s r e m a in .

The c h i e f  c o n c e rn  i s  t h a t  g r a i n  p r o d u c t i o n  i s  com in g on f a s t e *  

th a n  l o c a l  l i v e s t o c k  p r o d u c t i o n .  T h i s  s p i l l s  o v e r  i n t o  t h e



p o l i t i c a l  a re a  when fa rm e r s  r e q u e s t g o v e rnm e n t h e lp  t o  o ve rcom e 

th e  c h i e f  symptom o f t h i s  p ro b le m , t h a t  o f  h i g h  and r e c u r r i n g  

d e b t l o a d .  T h e r e  a r e  no e a s y  a n s w e r s  h e re  b u t remember t h a t  

m os t w o u ld  be h e lp e d  g r e a t l y  j u s t  w i t h  im p r o v i n g  m a r k e t c o n d i t i o n s .

F a rm e r s  t h r o u g h o u t t h e  U n i t e d  S t a t e s  a re  l o o k i n g  t o  t h e i r  g o v e rnm e n ts 

f o r  some s u p p o r t  t h r o u g h  th e s e  d i f f i c u l t  t im e s  i n  th e  fa rm  econom y . 

Y o u r g o a l ,  I  assum e , i s  t o  t r y  and f i n d  c o s t  e f f e c t i v e  p ro g ram s 

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

t h a t  p r e s e n t l y  f a c e s  th e  S t a t e  o f A la s k a . I  hope t h a t  you can 

see y o u r way c l e a r  t o  d e v e l o p  t h e s e  e f f e c t i v e  p r o g r a m s  and I  

w is h  you good f o r t u n e  i n  y o u r e f f o r t s .
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Additional Fiscal Information for CSSB 120

S e c t i o n  1 ( a )

( 5 )  a d d i n g  s h e l l  e g g s  t o  t h e  l i s t  o f  i t e m s  r e g u l a t e d  b y  t h e  
c o m m i s s i o n e r  w i l l  r e s u l t  i n  n o  a d d i t i o n a l  c o s t s  t o  t h e  
s t a t e .  T h e  d e p a r t m e n t  c u r r e n t l y  p e r f o r m s  i n s p e c t i o n s  o n  
s h e l l  e g g s .

( 6 )  T h e  $ 2 5 , 0 0 0  f o r  m a t c h i n g  g r a n t s  t o  c o m m o d i t y  m a r k e t i n g  
a s s o c i a t i o n s  w i l l  a s s i s t  f a r m e r s  i n  d e v e l o p i n g  m a r k e t s  f o r  
t h e i r  p r o d u c t s .

( 7 )  T h i s  a d d i t i o n  g i v e s  t h e  d e p a r t m e n t  t h e  a u t h o r i t y  t o  
c o n t r o l  g r a i n  w a r e h o u s i n g  b u t  w i l l  n o t  r e s u l t  i n  a d d i t i o n a l  
c o s t s  t o  t h e  s t a t e .  R e g u l a t i o n s  o r  o t h e r  c o n t r o l  m e c h a n i s m s  
w o u l d  b e  d e v e l o p e d  b y  e x i s t i n g  s t a f f .

S e c t i o n  1 ( b )

( 3 )  a n d  ( 6 )  A l l o w s  t h e  d e p a r t m e n t  t o  d e v e l o p  r e g u l a t i o n s  f o r  
a d d i t i o n a l  i t e m s  a t  n o  a d d i t i o n a l  c o s t  t o  t h e  s t a t e .

S e c t i o n  2  a n d  S e c t i o n  3

T h i s  s e c t i o n  p r o v i d e s  t h e  A R L F  w i t h  t h e  f l e x i b i l i t y  t o  
r e w r i t e  a g r i c u l t u r a l  l o a n s  a n d  i n c r e a s e s  t h e  l o a n  l i m i t s  
u n d e r  c e r t a i n  c i r c u m s t a n c e s .  W h i l e  i n d i v i d u a l  b o r r o w e r s  m a y  
b e  e l i g i b l e  f o r  i n c r e a s e d  l o a n  a m o u n t s ,  t h e  a m o u n t  i n  t h e  
l o a n  f u n d  r e m a i n s  t h e  s a m e .  T h e r e  i s ,  t h e r e f o r e ,  n o  i n c r e a s e  
i n  c o s t  t o  t h e  s t a t e .  I f  l o a n s  f o r  l a r g e r  a m o u n t s  a r e  
m a d e ,  t h e  n u m b e r  o f  b o r r o w e r s  s e r v e d  c o u l d  d e c r e a s e .

T h e  f l e x i b i l i t y  p r o v i d e d  b y  t h e s e  a d d i t i o n s  t o  t h e  s t a t u t e  
m a y  a l l o w  t h e  A R L F  B o a r d  t o  p r e v e n t  l o a n  d e f a u l t s  a n d  
t h e r e f o r e  p r e v e n t  r e v e n u e  l o s s e s  t o  t h e  s t a t e .

S e c t i o u  4

R a i s i n g  t h e  c e i l i n g  f o r  t h e  A R L F  r e s u l t s  i n  n o .  a d d i t i o n a l  
c o s t s  t o  t h e  s t a t e .

S e c t i o n  5

A d d i n g  t w o  m e m b e r s  t o  t h e  A R L F  B o a r d  r e q u i r e s  n o  a d d i t i o n a l  
f u n d i n g .

S e c t i o n  6 - 9

No additional funding required.



1984 SURVEY OF THE ALASKAN GREENHOUSE ?< NURSERY INDUSTRY

D e bo ra h M. Brown 
H o r t i c u l t u r e  G ra d u a te  S t u d e n t 

U n i v e r s i t y  o f  A la s k a  -  F a i r b a n k s ,  A la s k a

H o r t i c u l t u r e  i s  an im p o r t a n t  i n d u s t r y  i n  A la s k a . 
I n v o l v e m e n t w i t h  g r o w in g  v e g e t a b l e s  and o r n a m e n t a l s  i s  a 
p r o f e s s i o n  a n d / o r  h o b b y w i t h  many p e o p l e . The p u r p o s e  o-f t h i s
s u r v e y  i s  t o  i d e n t i f y  t h e  s i g n i f i c a n c e  o f  h o r t i c u l t u r e  i n
A l a s k a ' s  e conom y . W i th  a c k n o w le d g e m e n t , s u p p o r t  f o r  t h e  
h o r t i c u l t u r a l  i n d u s t r y  on l o c a l ,  r e g i o n a l  and s t a t e  l e v e l s  may 
im p ro v e . I d e a l l y ,  money f o r  a g r i c u l t u r a l  r e s e a r c h  i s  d i v i d e d  
among t h e  a r e a s  t h a t  h a v e t h e  m os t p a r t i c i p a t i o n  b y o u r c i t i z e n s .

The g re e n h o u s e  and n u r s e r y  i n d u s t r y  h a s je e n  g r o w in g  
s t e a d i l y .  S e v e r a l s u r v e y s  h a v e been done b y d i f f e r e n t  
g o v e r n m e n ta l a g e n c ie s  i n  t h e  p a s t few  y e a r s  t o  d e t e r m i n e  how 
s u b s t a n t i a l  t h e  i n d u s t r y  i s  i n  v a r i o u s  r e g i o n s  o f  t h e  s t a t e .
T h i s  s u r v e y ,  i s  an a t t e m p t  t o  i n v e n t o r y  a l l  t h e  c o m m e rc ia l
g re e n h o u s e  and n u r s e r y  o p e r a t i o n s  i n  A la s k a . L a n d s c a p e 
c o n t r a c t o r s ,  f l o r i s t s ,  and v a r i e t y  s t o r e s  t h a t  s e l l  p l a n t s  we re 
a l s o  s u r v e y e d .

The s u r v e y  q u e s t i o n s  w e re  d e s ig n e d  t o  show i n d u s t r y  g r o w t h , 
p r e s e n t an e c o n im i c  p i c t u r e  o f c o m m e r c ia l g re e n h o u s e s  and 
n u r s e r i e s ,  as w e l l  a s b e n e f i t  t h e  i n d u s t r y  i t s e l f  b y s h ow in g  
w he re t h e  v o i d s  i n  p r o d u c t i o n  e x i s t .  By s u r v e y i n g  la n d s c a p e  
c o n t r a c t o r s ,  f l o r i s t s ,  and v a r i e t y  s t o r e s  t h e i r  n e e d s can be 
i d e n t i f i e d  so t h a t  t h e  i n d u s t r y  can r e s p o n d .

The ( c o n f i d e n t i a l )  l i s t  o f names and a d d r e s s e s  o f  c o m m e r c ia l 
e s t a b l i s h m e n t s  i s  much l o n g e r  t h a n  a n yon e had e x p e c t e d . T h ro u g h 
v a r i o u s  m eans , names and a d d r e s s e s  f o r  153 c o m m e r c ia l g re e n h o u s e s  
and n u r s e r i e s  w e re f o u n d . The l i s t  o f names and a d d r e s s e s  o f t h e  
268 la n d s c a p e  c o n t r a c t o r s ,  80 f l o r i s t s ,  and m ore t h a n  40 v a r i e t y  
s t o r e s  t h a t  h a n d le  p l a n t  m a t e r i a l s  ro u n d e d  o u t t h e  l i s t  t o  541
b u s i n e s s e s .

A t t h i s  t im e ,  o n l y  a b r i e f  summury o f  t h e  f i n d i n g s  f r o m  t h e
56 ( l a r g e r )  c o m m e r c ia l g re e n h o u s e  and n u r s e r y  o p e r a t i o n s  t h a t
h a ve been i n t e r v i e w e d ,  can be g i v e n .  B e in g  u n a b le  t o  v i s i t  a l l  
p a r t s  o f A l a s k a ,  q u e s t i o n n a i r e s  w e re s e n t t o  a r e a s  o u t s i d e  t h e  
" R a i l - b e l t "  and K e n a i - B o l d o t n a  a r e a s . B u s in e s s e s  w h ic h  w e re  n o t 
re a c h e d  b y phone o r  w i t h  p e r s o n a l v i s i t s  w e re  a l s o  s e n t
q u e s t i o n n a i r e s .  R e sp on se f r o m  mai 1 - o u t s  was 407..

I n  1956 o n l y  one o f  t h e  56 b u s in e s s e s  i n t e r v i e w e d  e x i s t e d .  
In  1964 , s i x  more o f t h e s e  g re e n h o u s e s  and n u r s e r i e s  w e re  i n  
e x i s t e n c e .  In  t h e  n e x t  10 y e a r s ,  13 m o re b u s in e s s e s  j o i n e d  t h e  
r a n k s  f o r  a t o t a l  o f  2 0 . By 198 4 , t h e s e  56 g r e e n h o u s e  and 
n u r s e r y  o p e r a t i o n s  w e re  o p e n , 16 o f th em  o p e n in g  i n ' t h e  p a s t 
t h r e e  y e a r s .
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Of t h e  b u s in e s s e s  i n t e r v i e w e d ,  23*/. w e re  f r o m  t h e  F a i r b a n k s  
a r e a , 297. f r o m  A n ch o r age a r e a , 147. w e re f r o m  t h e  K e n a i P e n i n s u l a ,  
77. f r o m  t h e  M a t a n u s k a - S u s i t n a  B o u r o u g h , and 6 */. f r o m  S o u t h e a s t e r n  
A la s k a . One t h i r d  o f t h e  o p e r a t i o n s  w e re  s o l e l y  g r e e n h o u s e  
o p e r a t i o n s ,  38 7. w e re g r e e n h o u s e , n u r s e r y ,  and g a rd e n  c e n t e r s  
o p e r a t i o n s .  The r e m a in i n g  287. w e re i n t e r m e d e a r i e s  b e tw e e n t h e s e  
o r i n t e r i o r s c a p e  b u s in e s s e s .

The s q u a r e  f o o t a g e  o f  y e a r - r o u n d  h e a te d  g r e e n h o u s e s  i n  
e x i s t e n c e  f o r  t h e s e  56 o p e r a t i o n s  was 4 1 2 , 7 7 6 . S e a s o n a l l y  h e a te d  
g re e n h o u s e  s p a c e t o t a l e d  2 7 3 ,4 5 0  s u q a re  f e e t .  T h e r e  w e re  1 5 5 .5  
a c r e s  i n t o  c om m e rc ia l p r o d u c t i o n  o f h e r b a c e o u s  and woody n u r s e r y  
s t o c k .

The g re e n h o u s e  c o v e r i n g s  m os t o f t e n  u se d b y t h e s e  b u s in e s s e s  
w e re e i t h e r  d o u b l e - p o l y  o r c o r r u g a t e d  f i b e r g l a s s .  D o u b l e - p o l y  
c o v e r i n g  was t h e  f i r s t  c h o i c e  b y m os t o p e r a t o r s .  Q u a n s e t ( o r 
hoop ) h o u s e s w e re mos t o f t e n  used r a t h e r  t h a n  r i d g e  o r l e a n - t o  
shaped g re e n h o u s e s . S u p p l im e n t a l l i g h t  was o f t e n  u se d i n  
s t a r t i n g  t h e  b e d d in g  p l a n t s .  The t y p e  o f  l i g h t  was u s u a l l y  
f l o r e s c e n t .  I f  n a t u r a l  ga s was a v a i l a b l e ,  t h a t  was t h e  e n e r g y  
s o u r c e  u s e d . H e a t i n g  o i l  was t h e  m os t common e n e r g y  s o u r c e  i n  
a r e a s  w he re n a t u r a l  gas was n o t a v a i l a b l e .  Wood o r  c o a l w e re  
som e t im e s used t o  s u p p l i  men t  t ! . e  o i l  h e a t .

The 56 g re e n h o u s e s  and n u r s e r i e s  i n t e r v i e w  had 149 f u l l ­
t im e ,  yea r— ro u n d  em p lo y e e s , 90 p a r t - t i m e ,  y e a r - r o u n d  e m p lo y e e s , 
289 s e a s o n a l (4 t o  6 m on th ) em p lo y e e s , and 148 p e o p le  h i r e d  f o r
t r a n s p l a n t i n g  o n l y ,  f o r  a t o t a l  o f  6 76 .

Of t h e s e  b u s in e s s e s , 607. s o l d  h o u s e p l a n t s ,  807. s o l d
f l o w e r i n g  a n n u a l s , 757. s o l d  v e g e t a b l e  s t a t r s ,  667. s o l d  a fe w  
p e r e n n i a l s ,  667. s o l d  h a n g in g  b a s k e t s ,  337 s o l d  a s m a l l am oun t o f 
c o n t a i n e r i s e d  h y b r i d  r o s e s ,  337. s o l d  (up t o  57.) A la s k a  n a t i v e  
p l a n t s ,  and 567. s o l d  t r e e s  and s h r u b s . O f t h e s e  b u s i n e s s e s ,  16 
o f  them ( o r  287.) s o l d  a s u b s t a n t i a l  amoun t o f  o t h e r  c r o p s ,  m os t 
o f t e n  to m a to e s  and c u c um b e r s , and l e s s  o f t e n ,  s t r a w b e r r i e s  a n d / o r  
r a s p b e r r i e s .

M os t (B07.) o f t h e  g re e n h o u s e s  s t a r t e d  a t  l e a s t  h a l f  t h e  
b e d d in g  p l a n t s  t h a t  t h e y  s o l d  f r o m  s e e d . One h a l f  o f t h e  56 
o p e r a t i o n s  b o u g h t r o o t e d  c u t t i n g s  o f f u s h i a  a n d / o r  g e r a n iu m s . 
And 607. b o u g h t f o l i a g e  a n d / o r  f l o w e r i n g  p o t t e d  p l a n t s  f o r  r e s a l e .  
A lm o s t a l l  o f  t h e  b a r e r o o t ,  b a l l e d  and b u r l a p e d ,  and 
c o n t a i n e r i z e d  n u r s e r y  s t o c k  was im p a r t e d  i n t o  A la s k a . W i t h  607
o f th e s e  o p e r a t i o n s  b u y in g  n u r s e r y  s t o c k ,  and h a l f  o f th em  b u y in g  
r o o t e d  c u t t i n g s ,  p r o d u c t i o n  o f t h e s e  p l a n t  m a t e r i a l s  b y t h e  
A la s k a n  h o r t i c u l t u r a l  i n d u s t r y  h a s c o n s i d e r a b l e  p o t e n t i a l .

H a l f  o f  t h e s e  g re e n h o u s e  and n u r s e r y  o p e r a t i o n s  w e re  open 
f o r  c r o p  p r o d u c t i o n  a n d / o r  s a l e s  f o r  f o u r  t o  s i x  m o n th s . A n o t h e r 
257. s ta y e d  open year— r o u n d . I n t e r i o r s c a p e  b u s in e s s e s  a r e  g ro u p e d  
i n t o  t h e  l a t e r  c a t a g o r y .  The r e m a in d e r o f  t h e  b u s in e s s e s  w e re 
s c a t t e r e d  in b e tw e e n  t h e s e  se a so n l e n g t h s .
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Those p e o p le  i n t e r v i e w e d  became c o m m e r c ia l g re e n h o u s e  and 
n u r s e r y  o p e r a t o r s  e i t h e r  b y a c o n s c io u s  d e c i s i o n  o r b y a c c i d e n t .  
The 407. t h a t  i n t e r e d  t h i s  b u s in e s s  by a c c i d e n t  w e re h o b b i e s t  t h a t  
began t o  s e l l  t h e i r  s u r p l u s  t o  h e lp  make t h e i r  h o b b y p a y -fo r 
i t s e l f .  G o in g  i n t o  p l a n t  p r o d u c t i o n  was a n a t u r a l  g r o w th  o f an 
o r i g i n a l  b u s i n e s s  f o r  107. o f t h e  o p e r a t o r s ,  m os t b e in g  la n d s c a p e  
c o n t r a c t o r s .

A lm o s t one t h i r d  o f  t h e  ow ne rs a n r i / o r  m an a g e rs o f t h e s e  56 
g re e n h o u s e s  and n u r s e r i e s  b e lo n g e d  t o  p r o f e s s i o n a l  o r g a n i z a t i o n s  
a n d / o r  A l a s k a  H o r t i c u l t u r a l  A s s o c i a t i o n ,  w h ic h  i s  a l s o  a 
p r o f e s s i o n a l  o r g a n i z a t i o n  f o r  t h o s e  d o in g  h o r t i c u l t u r a l  b u s in e s s  
i n  A la s k a .

The am oun t o f  g r o s s  s a l e s  g e n e r a t e d  i n  A la s k a  w i t h  
h o r t i c u l t u r a l  p r o d u c t s  f r o m  t h e  g re e n h o u s e  and n u r s e r y  i n d u s t r y  
i s  e s t im a t e d  t o  be $ 2 3 . 5  m i l l i o n .  T h i s  t o t a l  was summ ized by 
t h e  am o u n ts d e r i v e d  f r o m  t h e  s u r v e y , and w i t h  e x p e r i e n c e  i n  t h e  
A la s k a n  h o r t i c u l t u r a l  i n d u s t r y ,  e x t r a p o l a t e d  t o  i n c l u d e  t h o s e  
b u s in e s s e s  n o t  i n t e r v i e w e d .  Of t h e  56 g r e e n h o u s e  and n u r s e r y  
o p e r a t i o n s  i n t e r v i e w e d ,  397. had g r o s s  s a l e s  l e s s  t h a n  $ 2 5 ,0 0 0 , 
267. had g r o s s  s a l e s  b e tw e e n $ 2 5 ,0 0 0  and $ 1 0 0 , 0 0 0 , 227. had b e tw e e n 
$ 1 0 0 ,0 0 0  and $ 5 0 0 , 0 0 0 , and t h e  r e m a in d e r 137. g r o s s i n g  o v e r 
$ 5 0 0 ,0 0 0 . I t  seems t h a t  8 0 - 9 0 7  o f t h e  s a l e s  w e re  r e t a i l .

H o r t i c u l t u r e  i n  A la s k a  i s  im p o r t a n t  i n  o u r econom y . Many 
more p e o p l e  b e n e f i t  f r o m  t h i s  i n d u s t r y  t h a n  t h o s e  m e n t io n e d  
a b o v e . A t l e a s t  41 van lo a d s  o f h o r t i c u l t u r a l  s u p p l i e s  e n t e r  
A la s k a  a n n u a l l y .  The t o p s o i l  b u s in e s s  i s  p r o b a b l y  w o r t h  $5 
m i l l i o n .  The s a l e  o f f e r t i l i z e r  and l im e  was ta k e n  i n t o  a c c o u n t 
i n  some o f  t h e  a bo ve m e n t io n e d  $ 2 3 .5  m i l l i o n ,  h o w e v e r , an 
a d d i t i o n a l  $ 2 . 5  m i l l i o n  was n o t .  The s a l e  o f o t h e r  g a rd e n  
s e r v i c e s  t o  s u p p o r t  t h e  19 b u s in e s s e s  i n v o l v e d  i n  g re e n h o u s e  
c o n s t r u c t i o n ,  t h e  25 la n d s c a p e  a r c h i t e c t  o f f i c e s ,  and l a r g e  
g a r d e n in g  s e c t i o n s  fo u n d  i n  a l l  b o o k s t o r e s  t h r o u g h o u t  t h e  s t a t e  
h a v e n o t e ve n begun t o  be e v a lu a t e d . A nd , o f c o u r s e , t h e  
r e c r e a t i o n a l  , t h e r a p e u t i c ,  and e s t h e t i c  v a l u e s  t h a t  h o r t i c u l t u r e  
a d d s t o  o u r hom es , c o m m e r c ia l b u i l d i n g s ,  and c om m u n i ty  a r e a s  w i l l  
p r o b a b l y  n e v e r  be e s t im a t e d .  Y e s , in d e e d , h o r t i c u l t u r e  i n  A la s k a  
i s  a b i g  b u s i n e s s ,  b y f a r  t h e  l a r g e s t  com po n e n t o f a g r i c u l t u r e  i n  
o u r s t a t e .
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O f t h e  $ 1 6 .5  m i l l i o n  o f  a v a i l a b l e  l o a n  f u n d s  o v e r  th e  n e x t  18 m o n t h s , 

f i r s t  p r i o r i t y  w i l l  b e  g i v e n  f o r  a d d i t i o n a l  s h o r t  te rm  o p e r a t i n g  lo a n s  

f o r  1 9 8 5  ( $ 4 , 0 0 0 , 0 0 0 )  a n d  1 9 8 6  ( $ 5 , 0 0 0 , 0 0 0 ) .

N e x t  p r i o r t i e s  w i l l  b e  g i v e n  t o  f u r t h e r  e x p a n s io n  a n d  d e v e lo p m e n t  o f  

c o m p l im e n t a r y  e n t e r p r i s e s  a n d  t o  t h o s e  e n t e r p r i s e s  h a v in g  a  l a r g e ,  

v i a b l e  i n - s t a t e  m a r k e t  o f  fo o d  p r o d u c t i o n .  L a r g e  I n - s t a t e  m a r k e t s  e x i s t  

f o r  m i l k ,  g r a i n  a n d  o t h e r  c r o p s  a n d  r e d  m e a t .  P r i o r i t y  c o n s i d e r a t i o n  
w i l l  a l s o  b e  g i v e n  to  e x i s t i n g  e n t e r p r i s e s  w h ic h  h a v e  r e c e i v e d  A R LF  

l o a n s ,  a n d  t h o s e  e n t e r p r i s e s  n e e d in g  f u n d s  to  m e e t  s t a t e  r e q u i r e d  

d e v e lo p m e n t  s c h e d u l e s  a c c o r d i n g l y .  F o r  e x a m p le ,  p r i o r i t y  w i l l  be  g i v e n  

t o :

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

p r o d u c t i o n  ( e . g .  m i l k ,  g r a i n  a n d  o t h e r  c r o p s ,  a n d  r e d  m e a t ) .

-  E n t e r p r i s e s  c o m p l im e n t in g  o t h e r  f a r m  d e v e lo p m e n t s  b y  p r o v i d i n g  

I n - s t a t e  m a r k e t  f o r  g r a i n  a n d  h a y .

-  E n t e r p r i s e s  t h a t  s u p p o r t  th e  s t a t e ' s  c o m m itm e n t to  e x i s t i n g  

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

-  E x i s t i n g  e n t e r p r i s e s  t h a t  h a v e  r e c e i v e d  p r e v i o u s  A R L F  l o a n s .

-  E n t e r p r i s e s  r e q u i r i n g  f i n a n c i n g  to  m e e t  s t a t e  d e v e lo p m e n t  

s c h e d u l e s .

P r i o r i t y  f o r  t h e  r e m a in in g  $ 7 .5  m i l l i o n  o f  a v a i l a b l e  l o a n  f u n d s  I s  a s  

f o l l o w s :

-  $ 2 ,5 0 0 ,0 0 0  f o r  P o i n t  M a c K e n z ie  d a i r i e s .

-  $ 5 0 0 ,0 0 0  f o r  new  d a i r i e s  i n  D e l t a .

-  $ 1 , 5 0 0 ,0 0 0  f o r  e x p a n s io n  o f  r e d  m e a t  p r o d u c t i o n .

-  $ 1 , 0 0 0 ,0 0 0  f o r  e x p a n d e d  c a p a b i l i t y  i n  c r o p  p r o d u c t i o n .

-  $ 5 0 0 ,0 0 0  f o r  c l e a r i n g  lo a n s  f o r  s m a l l e r  a g r i c u l t u r a l  p a r c e l s  o n  

d e v e lo p m e n t  s c h e d u l e .

-  $ 7 5 0 ,0 0 0  f o r  m i s c e l l a n e o u s  n e e d s  to  e x i s t i n g  b o r r o w e r s .

-  $ 5 0 0 ,0 0 0  f o r  f a r m  p r o d u c t  p r o c e s s i n g  lo a n s  o t h e r  t h a n  t h o s e  f o r
r e d  m e a t  a n d  d a i r y  p r o j e c t s .

-  $ 2 5 0 ,0 0 0  f o r  c h a t t e l  l o a n s  o t h e r  t h a n  d a i r y  a n d  r e d  m e a t
p r o j e c t s .

^ N o  p r i o r i t y  w i l l  b e  g i v e n  to  f u r  f a r m  l o a n s ,  c l e a r i n g  lo a n s  o n  l a r g e  

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

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

f a r m  l o a n s  o r  i r r i g a t i o n  l o a n s .

L o a n s  a p p r o v e d  w i t h i n  p r i o r i t y  c a t e g o r i e s  w i l l  be m ade b a s e d  u p o n  t h e  
f o l l o w i n g  c r i t e r i a :

1 .  S h o r t e r  l o a n  a m o r t i z a t i o n  p e r i o d .

2 .  M axim um  b o r r o w e r  p a r t i c i p a t i o n .

3 .  M axim um  c o l l a t e r a l  s t r e n g t h .

4 .  S t r o n g e s t  c a s h  f l o w  p i c t u r e .

5 .  B e s t  p r o v e n  m a n a g e m e n t  p r a c t i c e s .

6 .  B e s t  p r o o f  o f  m a r k e t .



DEPAKTMENT OF NATURAL RESOURCES

DIVISION OF A G R IC U LTU RE-A G R IC U LTU R A L REVOLVING LOAN FUND 

M a rc h  5 ,  1 9 8 5

Mar
1 1

® 8 5

BILL SHEFFI E L D ,  G O V E R N O R

P . O .  B O X  2 4 7 0

P A L M E R .  A L A S K A  9 9 6 4 5 - 2 4 7 0  

P H O N E :  ( 9 0 7 )  7 4 5 - 7 2 0 0

M s. M e l i s a  F o u s e

C / 0  S e n a t o r  A r l i s s  S t u r g u le w s k i

A la s k a  S t a t e  S e n a t e

P o u c h  V

J u n e a u ,  AK 9 9 8 1 1  

D e a r  M s . F o u s e :

A s p e r  o u r  p h o n e  c o n v e r s a t io n  t o d a y ,  I  h a v e  e n c lo s e d  a  c o p y  o f  th e  " A R L F  

L o a n  P r i o r i t i e s  B o a r d  C r i t e r i a  a n d  S t a n d a r d s  * 8 5 - 1 " .  T h e  a t t a c h e d  

d o c u m e n t w a s  a d o p te d  b y  th e  L o a n  F u n d  B o a rd  o f  th e  A g r i c u l t u r a l  R e v o l v in g  

L o a n  F u n d  a t  i t s  m e e t in g  o n  F e b r u a r y  6 ,  1 9 8 5 .

P e t e r  M . P r o b a s c o  

L o a n  M a n a g e r

Enclosure
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Of the $16.5 m i l l i o n  o f a v a i la b le  loan funds ove r the ne x t 18 months, 
f i r s t  p r i o r i t y  w i l l  be g iven f o r  a d d i t i o n a l s h o r t term ope ra t in g loans 
f o r  1985 ($4 ,000 ,000 ) and 1986 ($ 5 ,0 0 0 ,0 0 0 ) .

Next p r io r t ^ - iS  w i l l  be g iven to f u r t h e r  expansion and development o f 
complimen tary e n te rp r is e s and to those e n te rp r is e s hav ing a la rg e , 
v ia b le  in - s t a t e  marke t o f food p ro d u c t io n . Large in - s t a t e  markets e x i s t 
f o r  m i lk , g ra in  and o th e r crops and red meat. P r i o r i t y  co n s id e ra t io n 
w i l l  a ls o  be g iven to e x i s t i n g  e n te rp r is e s which have rece ived ARLF 
lo a n s , and those e n te rp r is e s needing funds to meet s ta te  requ ire d 
development schedules a c c o rd in g ly . For example, p r i o r i t y  w i l l  be g iven 
to :

-  E n te rp r is e s th a t a lre a d y have a la rg e in - s t a t e  marke t o f food
p ro d u c t io n (e .g . m i lk , g ra in  and o th e r c rops , and red meat).

-  E n te rp r is e s comp limen t ing o th e r farm developments by p ro v id in g 
i n - s t a t e  market f o r  g ra in  and hay.

-  E n te rp r is e s th a t suppo r t the s t a t e 's  commitment to e x is t i n g  
p ro cess in g f a c i l i t i e s .

-  E x is t in g  e n te rp r is e s th a t have rece ived p re v io u s ARLF loans .
-  E n te rp r is e s r e q u i r i n g  f in a n c in g  to meet s ta te  development 

schedu les.

P r i o r i t y  f o r  the rema in ing $7.5 m i l l i o n  o f a v a i la b le  loan funds is as 
fo l lo w s :

-  $2,500 ,000 f o r  P o in t MacKenzie d a i r i e s .
-  $500,000 f o r  new d a i r ie s  in  D e l ta .
-  $1 ,500 ,000 f o r  expansion o f red meat p ro d u c t io n .
-  $1,000,000 f o r  expanded c a p a b i l i t y  in  crop p ro du c t io n .
-  $500,000 f o r  c le a r in g  loans f o r  sm a l le r a g r i c u l t u r a l pa rce ls on 

development schedule .
-  $750,000 f o r  m isce l laneous needs to e x i s t i n g  bo rrowe rs .
-  $500,000 f o r  farm p ro d u c t p rocess ing loans o th e r than those f o r

red meat and d a i r y  p r o je c t s .
-  $250,000 f o r  c h a t t e l loans o th e r than d a i r y  and red meat

p ro je c ts .

No p r i o r i t y  w i l l  be g iven to f u r  farm loans , c le a r in g  loans on la rg e 
p ro je c ts  re c e iv in g  s p e c ia l c le a r in g  a p p ro p r ia t io n s , f u r t h e r greenhouse 
development lo a n s , tree farm loan s , any o th e r p rocess ing lo a n s , horse 
farm loans o r i r r i g a t i o n  loans .

Loans approved w i t h i n  p r i o r i t y  ca te g o r ie s w i l l  be made based upon the 
fo l lo w in g  c r i t e r i a :

1. S ho r te r loan am o r t iz a t io n  pe r io d .
2 . Maximum borrower p a r t i c i p a t i o n .
3. Maximum c o l l a t e r a l s t r e n g th .
4 . S tronges t cash f low  p ic tu r e .
5. Best proven management p ra c t i c e s .
6. Best p ro o f o f marke t.



/ B ILL  S H E F F IE L D, G O V E R N O R

O F F I C E  O F  T H E  C O M M I S S I O N E R

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 555 C o rd o va Stre « t 
Po u ch  7-005 

A n ch o rag e . A K  99510 
(9071 276-2653

February 8, 1985

Dear Alaskan:

Attached are proposed re v is io n s to the regu la t io n s of the Department of 
Na tu ra l Resources. The department is s o l i c i t i n g  pub l ic comments on these 
proposed re g u la t io n s . Please see the attached lega l no t ice fo r 
in s t r u c t io n s on where and when to submit your comments a t a pub l ic 
hearing .

The proposed changes implement changes to the in te re s t rates charged fo r 
A g r i c u l t u r a l Revo lv ing Loan Fund loans . Decreasing s ta te revenues and 
decreasing app ro p r ia t io n s to the ARLF has necess ita ted development o f a 
gradua l system of increased in t e r e s t ra tes fo r new loans based on the 
number o f years a borrower has borrowed from the fund. The regu la t ions 
prov ide tha t the in t e r e s t ra te s h a l l remain a t 8% fo r a l l  loans obta ined 
dur ing the f i r s t  s ix  years fo l low in g c lo s in g o f the borrower 's f i r s t  
loan . An increase o f 1% per year fo r any new loans w i l l  occur from s ix  
years to ten years . Loans fo r borrowers who have been w ith the fund fo r 
more than ten years w i l l  increase to the commercial ra te fo r the Federal 
Land Bank fo r the Alaska D i s t r i c t .  The in te n t of these regu la t io n s is to 
prov ide the a g r i c u l t u r a l borrower the advantage of lo w - in te re s t , 8% loans, 
f o r the f i r s t  s ix  years to encourage development. A gradua l increase in 
in t e r e s t ra te to the commercial Federal Land Bank ra te : i l l  a llow g rea te r 
p a r t i c ip a t io n  in  lend ing by o the r e n t i t i e s  w h i le m in im iz ing the e f fe c t of 
th is t r a n s i t i o n  on the business.

Your comments on the proposed d r a f t  re gu la t io n s w i l l  be most use fu l to t ie  
department i f  you reference p a r t i c u la r sec t ions by number and i f  you 
suggest s p e c i f i c  wording changes or o the r m od if ic a i to n s you fe e l would 
r e s u l t in improvement to the re g u la t io n s . Thank you fo r your ass is tance .

1 0 - J 9 L H



NOTICE OF PROPOSED CHANGES IN THE REGULATIONS OF THE 
DEPARTMENT OF NATURAL RESOURCES

Notice is given that the Department of Natural Resources, under authority 
vested by AS 03.10.020, proposes to amend regulations in Title 11 of the 
Alaska Administrative Code, dealing with graduating the Agricultural 
Revolving Loan Fund interest rate from eight percent to £ commercial rate, 
to implement AS 03.10 as follows:

11 AAC 39 is amended by adding a new section which provides that interest 
rates on certain loans under the revolving loan fund will carry interest 
rates graduated from the current eight percent to the commercial rate. 
Various sections contained within 11 AAC 39 are also amended so as to 
comport with the new section.

Notice is also given that any person interested may present oral or written 
statements or arguments relevant to the proposed action at a hearing to be 
held by teleconference at the legislative teleconference offices in 
Anchorage, Delta, Fairbanks, Wasi11a, and Kenai at 6:30 p.m. on March 11, 
1985. In addition, written statements or arguments may also be submitted 
by mail to the Division of Agriculture, Box 949, Palmer, Alaska 99645-0949 
so that they are received by 4:30 p.m. on March 15, 1985.

This action is not expected to require an increased appropriation.

Copies of the proposed regulations may be obtained by writing to the above 
address or by calling the Division of Agriculture at (907) 745-7200 or by 
calling either Office of the Commissioner at (907) 265-4131 in Anchorage or 
(907) 465-2400 in Juneau.

The Department of Natural Resources, upon its own motion or at the instance 
of any interested person, may, after the close of the public comment 
period, adopt proposals within the scope of this notice without further 
notice or may decide to take no action on them.

Date:



11 AAC 39.261. INTEREST RATES. (a) The interest rate on • 
borrower's first loan with the fund or on loans approved within six years 
following the closing of a borrower's first loan is eight percent.
Interest rates on loans approved more than six years following the closing 
of a borrower's first loan with the fund shall be a graduated rate 
determined under (b) of this section, except that this rate may not exceed 
the commercial rate defined in (c) of this section.

(b) The graduated interest rate for loans approved more than six 
years following the closing of a borrower's first loan shall be:

(1) nine percent for loans approved more than six years but less 
than seven years following the closing of a borrower's first loan with the 
fund;

(2) ten percent for loans approv’d more than seven years but 
less than eight years following the closing of a borrower's first loan witn 
the fund;

(3) eleven percent for loans approved more than eight years but
less than nine years following the closing of a borrower's first loan with
the fund;

(4) twelve percent for loans approved more than nine years but
less than ten years following the closing of a borrower's first loan with
the fund; and

(5) the commercial rate as determined in (d) of this section for 
loans approved more than ten years following the closing or a borrower's 
first loan with the fund.

(b) The commercial rate is the most current rate of the Federal Land 
Bank far the district for which Alaska is a part of at the time the loan is 
approved.

(c) This section governs all loans approved after July 1, 1985.
(Eff. / /85, Register )

Authority: AS 03.10.020
AS 03.10.030 
AS 03.10.050

11 AAC 39.131(a) is amended to read:

(a) A short-term loan will not exceed the maximum term and maximum
dollar limit established under AS 03.10. The loan will bear interest at
the rate determined under 11 AAC 39.261 (EIGHT PERCENT). A short-term loan 
for seed, fertilizer, fuel, and other associated planting and harvesting 
expenses will not exceed the maximum dollar-per-acre-planted limit 
established under (b) of this section.

“ i: ; i :-'_J
11 AAC 39 is amended by adding a new section to read:



11 AAC 39.141(a) is amended to read:

(a) A farm development loan will not exceed the maximum term and 
maximum dollar limit established under AS 03.10. The loan will bear 
interest at the rate determined under 11 AAC 39.261 [EIGHT PERCENT].

11 AAC 39.151(a) is amended to read:

(a) An irrigation loan will not exceed the maximum term and maximum
dollar limit established under AS 03.10. The loan will bear interest at
the rate determined under 11 AAC 39.261 [EIGHT PERCENT].

11 AAC 39.161(a) is amended to read:

(a) A chattel loan will not exceed the maximum term and maximum 
dollar limit established under AS 03.10, and will not exceed a term of
seven years. The loan will bear interest at the rate determined under 11
AAC 39.261 [EIGHT PERCENT].

11 AAC 39.171(a) is amended to read:

(a) A farm product processing loan will not exceed the maximum term 
and maximum dollar limit established under AS 03.10. The loan will bear 
interest at the rate determined under 11 AAC 39.261 [EIGHT PERCENT].

11 AAC 39.181(a) is amended to read:

(a) A land clearing loan will not exceed the maximum term and maximum 
dollar limit established under AS 03.10. The loan will bear interest at 
the rate determined under 11 AAC 39.251 [EIGHT PERCENT]. The loan will not 
exceed the maximum do 1lar-per-acre cleanup limit under (b) of this section 
and must be used for land qualifying for land clearing under (c) of this 
section.



GREENHOUSE GROWERS 
(Alaska Horticultural Association)

John Collette, a member of the Alaska Horticultural Association, 
is from Fairbanks and presents the following points regarding greenhouse 
growers (and the Hort. Assn'n):

(1) Only eight loans to greenhouse growers have been made to date 
by the AG REvolving Loan Fund. Access to the loan funds was made 
available in 1984 legislation. Many mon could take advantage of the AG 
loan funds, but the greenhouse growers have been given no priority loan 
status. Estimate at least 50 growers are trying to get loans. There are 
156 growers now operating in Alaska.

(2) The Agriculture Loan Fund Board is being expanded to seven 
members, and the horticulurists are NOT represented. Request that one 
of their members be nominated (and appointed).

(3) Need a greenhouse specialists available for the Interior, 
preferably stationed at UAF. Currently there is ONE for the entire 
state. This, if funded, would come thror̂ ;' *he UAF Cooperative 
Extension Service.

(4) Soil Tests: Only available place for testing now is with 
Palmer Experiment Station. Takes anywhere from two to six months to get 
a soil sample back. Most growers send samples out of state.

f  wj)- f  " (5) Greenhouse enterprises in Alaska number 156. These employ 
/  approximately 1,000 in the summer months. About 250 of these employees 

T p V  are year round.
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A N  A C T

R e l a t i n g  t o  t h e  A l a s k a  A g r i c u l t u r a l  L o a n  A c t .

* S e c t i o n  1. A S  0 3 . 1 0 . 0 2 0 ( 1 )  Is r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

(1) m a k e  a  l o a n  t o

( A) a n  i n d i v i d u a l  r e s i d e n t  f a r m e r ,  h o m e s t e a d e r ,  o r  a 

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

f o r

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

(11) d e v e l o p m e n t  o f  f a r m s ;

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

(iv) t h e  p u r c h a s e  o f  l i v e s t o c k  o r  m a c h i n e r y ;

(B) a n  i n d i v i d u a l  s t a t e  r e s i d e n t ,  o r  a p a r t n e r s h i p  o r  

c o r p o r a t i o n  f o r

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

t u r a l  p r o d u c t s i

(ii) t h e  c o m m e r c i a l  p r o d u c t i o n  o r  p r o c e s s i n g  o f

h o r t i c u l t u r a l  p r o d u c t s  i n  the s t a t e ;

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

a n i m a l  f e e d  i n  t h e  s t a t e ;  o r

(iv) t h e  r a i s i n g  o r  c a r e  o f  a n i m a l s  i n  t h e  s t a t e

f o r  t h e  p u r p o s e  o f  m a r k e t i n g  t h e i r  f u r ;

*  S e c .  2. A S  0 3 . 1 0 . 0 2 0  is a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

(b) I n  t h i s  s e c t i o n  " h o r t i c u l t u r a l  p r o d u c t s "  m e a n s  v e g e t a b l e s ,

C S S B  3 4 2 ( F i n )

03.10.020(1)

/

/

/

03.10.020(b)
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f r u i t  p l a n t s ,  g r a s s  s e e d ,  s o d ,  t r e e  s e e d l i n g s ,  o r n a m e n t a l  p l a n t s ,  

' l i a g e ,  o r  f l o w e r i n g  p l a n t s ,  g r o w n  i n  a  g r e e n h o u s e  o r  n u r s e r y .

* S e t .  J. A S  0 3 . 1 0 . 0 3 0 ( c )  i s  a m e n d e d  t o  r e a d :

(c) A  s h o r t  t e r m  l o a n ,  t o  b e  a m o r t i z e d  w i t h i n  o n e  y e a r ,  n o t  t o

e x c e e d  5 3 5 0 , 0 0 0  t o  a n y  o n e  b o r r o w e r  m a y  b e  m a d e  f o r  o p e r a t i n g  p u r ­

p o s e s ,  e x c e p t  t h a t  a  l o a n  m a d e  u n d e r  Ci.<s s u b s e c t i o n  m a y  n o t  e x c e e d  

5 2 0 0 , 0 0 0  u n l e s s  t h e  l o a n  is m a d e  t o  a  b o r r o w e r  in a  f a r m  d i s a s t e r  a r e a  

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

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

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

c a t i o n  b y  t h e  b o r r o w e r .

* S e c .  A. A S  0 3 . 1 0 . 0 3 0 ( g ) ( 4 )  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

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

c l a s s i f i e d  b y  t h e  U n i t e d  S t a t e s  D e p a r t m e n t  o f  A g r i c u l t u r e ,  S o i l  C o n ­

s e r v a t i o n  S e r v i c e  u n d e r  t h e  L a n d  C a p a b i l i t y  C l a s s i f i c a t i o n  S y s t e m  a s  

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

o r  f o r  p a s t u r e .

CSSB 3 4 2 ( F i n )



In troduced: 1/30/85
R e fe rred : Resources and

Finance

1 IN THE SENATE BY KERTTULA

2 SENATE BILL NO. 110

3 IN T. >. LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to agricultural loans."

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

8 * Section 1. AS 03.10.030(a) is amended to read:

9 (a) The farm development, chattel, or irrigation loan made under

10 this chapter

11 (1) may not exceed a term of 30 years, except that a

12 chattel loan may not exceed a term of seven years;

13 (2) may not, when added to the outstanding balance of ether

14 ^ y  \oz.. - made under this chapter, exceed a total outstanding balance of

15 $2,000,000 [$1,000,000];

16 (3) shall be sec ired by a real estate or chattel mortgage

17 of any priority, except that the portion of a loan that exceeds

18 $500,000, when added to prior indebtedness that is secured by the same

19 property, must be secured by a first mortgage;

20 (4) shall bear interest at a rate that may not be less than

21 eight percent or more than the commercial rate, unless the commercial

22 rate is eight percent or less; in this paragraph "commercial rate"

23 means the prevailing rate of interest at private lending institutions

24 in the state for loans similar to those referred to in this subsec-

25 tion.

26 * Sec. 2. AS 03.10.030(c) is amended to read:

27 (c) A short term loan, to be amortized within one year, not to

28 exceed $500,000 [$350,000] to any one borrower may be made for operat-
/

29 ing purposes, except that a loan made under this subsection may not

-1- SB 110



1 exceed $400,000 [$200,000] unless the loan is made to a borrower in a
■

2 farm disaster area declared under. AS 03.10.058. An applicant for a

3 short term loan may be required to purchase insurance through the

4 Federal Crop Insurance Act (7 U.S.C. 1501 - 1520) as a condition of

5 the loan. The term of a loan made under this subsection may be ex-

6 tended for up to three years by the agricultural revolving loan fund

7 board, in the discretion of the board, upon application by the

8 borrower.

SB 110 -2-



In troduced : 2/13/85
R e fe rre d : Resources

and r in an ce

1 IN THE SENATE BY KERTTULA

2 SENATE BILL NO. 155

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the splitting and combining of

7 agricultural parcels."

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

9 * Section 1. AS 38.05 is amended by adding a new section to read:

10 Sec. 38.05.064. SPLITTING AND COMBINING OF AGRICULTURAL PARCELS.

11 (a) The commissioner may allow a person who has purchased a parcel of

12 agricultural land under this chapter that is part of an agricultural

13 development project to split the parcel by selling portions of the

14 parcel or to combine it with other parcels by purchasing a parcel from

15 a private seller.

16 (b) If a parcel is split under this section, no more than one

’i )  farmstead -nay be maintained for each 640 acre parcel resulting from

18 the split. If parcels are combined, there is no limit on the size of

19 the resulting parcel, but no more than one farmstead may be maintained

20 on the resulting parcel. A farmstead may not exceed 20 acres.

21 (c) The commissioner may not allow a parcel to be split or

22 combined under this section unless

23 (1) the commissioner makes a written finding that the

24 proposed split or combination is necessary to promote the public

25 interest; in making this determination the commissioner shall consider

26 whether the split or combination will encourage development of the

27 state's agricultural resources, prevent economic waste, and protect

28 all interested parties including the state;

29 (2) for each parcel resulting from a split or combination,



1

2

3

4

5

6

7

8

9

10

11

12

13

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

a n d  a p p r o v e d  by  t h e  c o m m i s s i o n e r ;

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

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

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

o p p o r t u n i t y  f o r  a  h e a r i n g  a n d  w r i t t e n  comment  r e g a r d i n g ,  a  p r o p o s e d  

s p l i t  o r  c o m b i n a t i o n ;  a n d

( 5 )  t h e  c o m m i s s i o n e r  m a k e s  a v a i l a b l e  t o  t h e  p u b l i c  a  w r i t ­

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

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

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

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

s e c t i o n .

SB 155
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A l a s k a  is > ta te  H e g t t f la t u r e
ARLISS STURGULEWSKI, Chairman /0 ^ i*V?̂ C X  POUCH V
BETTYE FAHRENKAMP, Vice Chairman JUNEAU, ALASKA. 99811
JACKCOGHILL /■$/:.. (907)465-4907
DICK ELIASON 
VIC FISCHER 
RICK HALFORD 
FREDZHAROFF

S e n a t eCommittee on &e£ource3

C. E. Franke 
General Manager
Naknek E le c t r i c  A s so c ia t io n , Inc .
Box 118
Naknek, Alaska 99633 

Dear Mr. Franke:

Thank you f o r  the in fo rm a t io n concern ing the power cost e q u a l iz a t io n . 
Th is is  c e r t a in l y  a to p ic th a t w i l l  be im po rtan t in  the coming le g i s ­
l a t i v e  sess ion . I  am p lann ing to ho ld hearings on January 29, 1986 
dea l in g w i th  the e n t i r e  power issue and w i l l  be d iscuss ing these issues 
w i th  Bob Heath.

I  am ve ry concerned th a t r u r a l re s id en ts rece ive equal b e n e f i t s , and I 
app rec ia te your sending me your ideas . Please keep in  touch.

Best w ishes,

Senator A r l i s s  S tu rgu lewsk i 
Chairman, Senate Resources Committee



N A K N E K  E L E C T R I C  A S S O C I A T I O N ,  I N C .

A r l i s  S t u r g u l e w s k i  
2 9 5 7  S h e l d o n  J a c k s o n  
A n c h o r a g e ,  A K  9 9 5 0 8

D e a r  S e n a t o r  S t u r g u l e w s k i :

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

P C E ,  u n d o u b t e d l y ,  w i l l  r e q u i r e  s o m e  a t t e n t i o n  d u e  t o  t h i s  
y e a r s  c o u r t  a c t i o n .  H o p e f u l l y ,  y o u  w i l l  f i n d  i n t e r e s t  i n  
t h e  c o n c e p t s  p r e s e n t e d  i n  t h e  l e t t e r  p r o v i d i n g  a  m e a n s  t o  
p e r p e t u a t e  e n e r g y  e q u a l i z a t i o n  f o r  r e s i d e n t s  o f  r u r a l  
A l a s k a .

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

T h a n k  y o u  for y o u r  a t t e n t i o n  a n d  c o n s i d e r a t i o n .

December 18, 1985

\ y y  S '

C .  i s .  r r a n K e  
G e n e r a l  M a n a g e r

C E F / s p



N A K N E K  E L E C T R I C  A S S O C I A T I O N ,  I N C .

POST OFFICE BOX 118 •  NAKNEK, ALASKA 99633 • PHONE (907) 246-4261

N o v e m b e r  2 5 ,  1 9 8 5

M r .  R o b e r t  H e a t h  
E x e c u t i v e  D i r e c t o r  
A l a s k a  P o w e r  A u t h o r i t y  
3 3 4  W e s t  5 t h  A v e n u e  
A n c h o r a g e ,  A K  9 9 5 0 1

R E :  P o w e r  C o s t  E q u a l i s a t i o n  R e v i s i o n  S u g g e s t i o n s
I

D e a r  M r .  H e a t h :
i '

F o r  s o m e t i m e  n o w ,  ( p r o b a b l y  a  y e a r  a n d  a  h a l f )  w e  h a v e  r e a l i z e d
t h a t  p o w e r  c o s t  e q u a l i z a t i o n  ( P C E )  w o u l d  u l t i m a t e l y  b e  i n  n e e d
o f  r e v i s i o n .  W e  h a v e  a  n u m b e r  o f  t h o u g h t s  a n d  s u g g e s t i o n s ,  i f  
s u c h  b e  t h e  c a s e  o f  t h e  l e g i s l a t u r e  a n d  ; o r  t h e  c o u r t s .  W e  h a d  
a  v e r y  e x c e l l e n t  e x a m p l e  o f  t h i s ,  t h i s  f a l l ,  t h r o u g h  t h e  " q u i r k "  
o f  i n c l u s i o n  o f  a n o t h e r  i s s u e  a t  h a n d ,  i n  t h e  c o u r t s .

I n  v i e w  o f  t h i s ,  w e  s h o u l d  l i k e  t o  s e t  f o r t h  s o m e  p o s s i b i l i t i e s  
o f  c h a n g e  t h a t  c o u l d  w e l l  l e a v e  r o o m  f o r '  n e g o t i a t i o n  i n  a n  e f f o r t  
t o  p e r p e t u a t e  t h e  P . C . E .  p r o g r a m .  W e  s h a l l  l i s t  t h e  i t e m s  o f  
i n t e r e s t ,  a n d  t h e n  e x p a n d  u p o n  t h e m  i n d i v i d u a l l y .

1 .  R e s t i u .  l i g i b i l i t y .
2 .  A l t e r  t h e  XW I-I c a p a c i t y  o f  b a s e  q u a n t i t y .
3 .  D e v e l o p  a n  i r r e v o c a b l e  t r u s t  f o r  P C E .
4 .  R e m o v e  t h e  A l a s k a  P u b l i c  U t i l i t y  C o m m i s s i o n  

( P I J C )  f r o m  t h e  f u n c t i o n  w i t h i n  t h e  f r a m e  w o r k  
o f  t h e  l a w .  I

R e s t r i c t  E l i g i b i l i t y  b y  C l a s s
A v a i l  P C E  o n l y  t o  r e s i d e n t i a l  a n d  p u b l i c  f a c i l i t i e s  ( i . e . ,  w a t e r  
a n d  s e w e r )  o n l y .  R e a s o n i n g  b e h i n d  t h i s  c o n c l u d e s  g o v e r n m e n t a l  
r e c i p i e n t s  ( i f  u s i n g  7 5 0  K W H  o r  m o r e  a  m o n t h )  a r e  h a v i n g  t h e i r  
b u d g e t  i n c r e a s e d  b y  a n  a v e r a g e  o f  $ 1 0 0 . 0 0  p e r  m o n t h ,  ( i n  o u r  
c a s e )  p l u s  t h e  t a x  o r  g r a n t  s u p p o r t e d  b u d g e t  w i t h  l i n e  a m o u n t  
f o r  e l e c t r i c  e n e r g y ;  t h e r e b y ,  p r o d u c i n g  a  p a p e r  s h u f f l i n g  
e x e r c i s e  f r o m  o n e  f u n d  t o  a n o t h e r .  F o r  t h i s  \ e a s o n ,  w e  a r e  
p r o p o s i n g  e l i m i n a t i o n  o f  a l l  g o v e r n m e n t a l  P C E  p a y m e n t s  w i t h  
t h e  e x c e p t i o n  o f  w a t e r  a n d  s e w e r  p u b l i c  f a c i l i t i e s ,  a s  t r e a t e d  
i n  t h e  e x i s t i n g  l a w .
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W e ,  t o o ,  a d v o c a t e  t h e  r e m o v a l  o f  c o m m e r c i a l  a c c o u n t s  f r o m  P C E  
e l i g i b i l i t y ,  i n  t h a t ,  t h e  f o l l o w i n g  c o n d i t i o n s  i n  t h e  a c t u a l  
c o n d u c t  o f  b u s i n e s s  e x i s t s  w h e n  a  c o m m e r i c a l  a c c o u n t  p r i c e s  
a  s e r v i c e  o r  i t e m  f o r  s a l e ,  t h e  i n c l u s i o n  o f  . a l l  c o s t s  a r e  
a d d e d  t o  t h e  c o u n t e r  p r i c e  t h a t  t h e  c o n s u m e r  p a y s .  T o o ,  a t  
t h e  e n d  o f  t h e  y e a r ,  t h i s  s a m e  c o s t  o f  d o i n g  b u s i n e s s  i s  
i n c l u d e d  i n  t a x  d e d u c t i o n s ;  t h e r e b y ,  g a i n i n g  a n o t h e r  e q u a l  
a m o u n t  t h a t  h a s  b e e n  c o l l e c t e d  f r o m  t h e  c o n s u m e r  i n  t h e  f i r s t  
p l a c e ,  a n d  i n  t h e  e n d ,  u n d e r  p r e s e n t  l a w ,  t h e  P C E  i s  a l l o w e d  
o n  t h e  f i r s t  7 5 0  K W H  c o n s u m e d  p e r  m o n t h .  T h i s  m e r e l y  p o i n t s  
o u t  a  t h r e e  w a y  g a i n  o n  P C E .  W i t h  t w o  w r i t e - o f f s  a n d  o n e  
g r a n t ,  t h e  c o m m e r c i a l  a c c o u n t  f a r e s  v e r y  w e l l ,  w h i l e  t h e  
r e s i d e n t i a l  c o n s u m e r  m e r e l y  p a y s  t o  t h e  n o s e ,  a s  n o  d e d u c t i o n s ,  
r . o r  c h a r g e  o f f s  a r e  a v a i l a b l e  t o  t h i s  c l a s s  c o n s u m e r .

A s  a  b a r g a i n i n g  p o i n t ,  v/e  f e e l  c e r t a i n  t h a t  i f  t h e  c o m m e r c i a l  
a c c o u n t  w e r e  p o s e d  t h e  q u e s t i o n ,  t o  g o  w i t h o u t  e n t i r e l y  o r  
r e c e i v e  P C E  f o r  t h e  r e s i d e n t ,  i t  i s  f a i r l y  e v i d e n t  a s  t o  t h e i r  
r e s p o n s e ,  " I ' l l  t a k e  i t  o n  m y  r e s i d e n c e . "

A l t e r  t h e  K W H  C a p a c i t y  o f  B a s e  Q u a n t i t y
W h i l e  r e v i e w i n g  t h e  p a s t  i n t e n t  o f  P C E  i t  b e c a m e  v e r y  e v i d e n t  
t h a t  t h e  i n t e n t  o f  t h e  p r o g r a m  a s  P o w e r  C o s t  A s s i s t a n c e  ( P C A )  
w a s  n o t  t o  s u p p o r t  e n e r g y  u s e d  o v e r  a  b a s e  r e q u i r e d  a m o u n t .
I n  t h e  c a s e  o f  P C A ,  ^ 3 0  K W H  s e e m e d  t o  b e  t h a t  a m o u n t  o f  e n e r g y  
a  r e s i d e n t  u s e d  f o r  b a s i c  n e e d s .  I t  a p p e a r s  t h a t  t h i s  s h o u l d  
b e  t h e  c a s e  w i t h  P C E .  E v e n  t o d a y ,  f i v e  o r  s o  y e a r s  a f t e r  t h e  
P C A  w a s  m a d e  l a w ,  t h e  s a m e  n u m b e r  o f  K W H  a p p e a r s  t o  b e  r e a s o n ­
a b l e .  I n  r e v i e w  o f  t h e  " R . E . A .  S t a t i s t i c a l  R e p o r t "  o f  r u r a l  
e l e c t r i c s  u n d e r  R . E . A . , t h e  a v e r a g e  K W H  c o n s u p t i o n  i n  t h e  
r e s i d e n t i a l  c l a s s  r e m a i n s  n e a r  t h e  o r i g i n a l  n u m b e r  o f  4 5 0  -  
4 6 0  p e r  m o n t h .  W i t h  t h i s  i n  m i n d ,  i t  a p p e a r s  t h a t  t h i s  a d j u s t ­
m e n t  s h o u l d  b e  m a d e  t o  c o v e r  b a s i c s ,  a n d  n o t  e n c o u r a g e  r e s ­
i d e n t i a l  c o n s u m e r s  t o  u s e  m o r e  e n e r g y  w i t h  n e w  l o a d ,  a n d  a  
b r o a d e r  b a s i c  w i n d o w  o f  7 5 0  K W H  w h i c h  P C E  p r o v i d e s  f o r .  
C o n s i d e r a b l e  s a v i n g s  c o u l d  b e  g a i n e d  f o r  P C E  b y  t h i s  s u g g e s ­
t i o n .  T o o ,  a m p l e  j u s t i f i c a t i o n  c a n  b e ' g e n e r a t e d  f r o m  t h e  
a b o v e  r e p o r t .

D e v e l o p  a n  I r r e v o c a b l e  T r u s t  f o r  P C E
I f  t h e  a f o r e m e n t i o n e d  t w o  s u g g e s t i o n s  c o u l d  b e  a c t i v a t e d ,  a n d  
t h e  a p p r o p r i a t i o n s  c o u l d  r e m a i n  t h e  s a m e  f o r  a  f o u r  t o  f i v e  
y e a r  p e r i o d ,  a n d  r e v i s i o n  o f  t h e  l a w s  c o n s t r a i n t  " S u r p l u s  
R e t u r n e d  t o  G e n e r a l  F u n d s , "  a n d  i n  i t s  p l a c e  " S u r p l u s e s  S h a l l  
B e  D e p o s i t e d  i n  I r r e v o c a b l e  T r u s t , "  t h e n  P C E  w o u l d  b e  p e r p e t u a t e d  
e l i m i n a t i n g  a  t r e m e n d o u s  e n e r g y  c o s t  s h o c k  f o r  t h e  b u s h ,  w h e n  
P C E  i s  e i t h e r  a b r u p t l y  c u r t a i l e d  o r  e a s e d  t o  a  " z e r o  q u a n t i t y . "  
T h e  y i e l d  f r o m  p r i n c i p a l  i n  a  t r u s t  c o u l d  w e l l  c o v e r  t h e  n e e d  
o f  P C E  i f  o n l y  t h o s e  o f  r e s i d e n t i a l  o r  p u b l i c  w o r k s  w o u l d  b e  
r e c i p i e n t s  o f  P C E .

R e m o v e  P U C  f r o m  A u d i t  F u n c t i o n
F o r  t h e  p u r p o s e  o f  c o n t i n u i t y  a n d  c o n t r o l  o f  t h e  p r o g r a m ,  i t  
a p p e a r s  e c o n o m i c a l l y  f e a s i b l e  t h a t  t h e  a u t h o r i t y  a d m i n i s t e r  t h e

i
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t o t a l  P C E  p r o g r a m ,  r a t h e r  t h a n  t w o  s e p a r a t e  g o v e r n m e n t a l  
e n t i t i e s  a t t e m p t  i n  d o i n g  s o .  C e r t a i n l y  t h e  p o w e r  a u t h o r ­
i t y  h a s  t h e  e x p e r t i s e  a n d  s k i l l  t o  m a n a g e  t h e  e n t i r e  p r o g r a m  
w i t h  l e s s e r  c o s t  a n d  t i m e .  I t  a p p e a r s  t h e  P U C  h a s  a d e q u a t e  
e n d e a v o r s  t o  a c c o m p l i s h ,  w i t h o u t  b u r d e n i n g  t h e m  w i t h  P C E  
a u d i t .

H o p e f u l l y ,  s o m e  o f  t h e s e  t h o u g h t s  m i g h t  i n s t i l l  q u e s t i o n ,  
a n d  b e t t e r  y e t ,  a d v o c a c y  f o r  c h a n g e  w h e n  i t  b e c o m e s  a p p a r e n t  
s o m e t h i n g  e l s e  i s  n e e d e d  t o  i n s u r e  a  s t a b l e  e x -' s t a n c e  f o r  P C E .

i

.  i j  .  r  j .  ctil.is.fc:

G e n e r a l  M a n a g e r

c c :  S e n a t o r  Z h a r o f f
R e p r e s e n t a t i v e  H e r r m a n n  
R o g e r  K e m p p e l ,  N . E . A .  a t t o r n e y  
D a v e  H u t c h e n s ,  A . R . E . C . A .
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B Y  T H E  R U L E S  C O M M I T T E E  B Y  
I N  T H E  S E N A T E  R E Q U E S T  O F  T H E  G O V E R N O R

S P O N S O R  S U B S T I T U T E  F O R  S E N A T E  B I L L  N O .  1 2 3

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

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " 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
•»

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  A S  4 4 . 8 3 . 2 0 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 4 . 8 3 . 2 0 0 .  A N N U A L  R E P O R T .  B e f o r e  N o v e m b e r  [ M A R C H ]  1 o f  

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

t u r e  a  c o m p r e h e n s i v e  r e p o r t  d e s c r i b i n g  o p e r a t i o n s ,  i n c o m e ^  a n d  e x p e n -
I

d i t u r e s  f o r  t h e  p r e c e d i n g  f i s c a l  y e a r  [ 1 2 - M O N T H  P E R I O D ] .

*  S e c .  2 .  A S  4 4 . 8 3 . 3 8 6  i s  a m e n d e d  t o  r e a d :

S e c .  4 4 . 8 3 . 3 8 6 .  I N V E S T M E N T  O F  F U N D .  T h e  D e p a r t m e n t  o f  R e v e n u e  

s h a l l  i n v e s t  t h e  m o n e y  i n  t h e  f u n d  i n  a c c o r d a n c e  w i t h  A S  3 7 . 1 0 . 0 7 0  a n d  

3 7 . 1 0 . 0 7 5 .  T h e  D e p a r t m e n t  o f  R e v e n u e  s h a l l  p r o v i d e  m o n e y  i n  t h e  f u n d  

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

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

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

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

D e p a r t m e n t  o f  R e v e n u e  o r  t r a n s f e r r e d  t o  t h e  a u t h o r i t y  o n l y  w i t h  t h e  

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

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

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

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

[ D E P O S I T E D  I N  T H E  G E N E R A L ]  f u n d .

*  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  J u l y  1 ,  1 9 8 6 .
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O F F I C E  O F  T H E  G O V E R N O R
J u n e a u

J a n u a r y  2 2 ,  1 9 8 6

T h e  H o n o r a b l e  D o n  B e n n e t t  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P .  0 .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  B e n n e t t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a  S p o n s o r  S u b s t i t u t e  f o r  
S e n a t e  B i l l  1 2 3 ,  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 .

T h i s  s u b s t i t u t e  b i l l  d i f f e r s  f r o m  t h e  o r i g i n a l  v e r s i o n  i n  
t h a t  i t  d e l e t e s  t h e  o r i g i n a l  v e r s i o n ' s  s e c s .  2  a n d  4 ,  w h i c h  
w o u l d  h a v e  p r o v i d e d  f o r  i n c o m e  f r o m  i n v e s t m e n t  o f  t h e  m o n e y  
i n  t h e  p o w e r  d e v e l o p m e n t  f u n d  t o  b e  d e p o s i t e d  d i r e c t l y  i n t o  
t h a t  f u n d .  A l s o ,  s e c .  2  o f  t h i s  s u b s t i t u t e  b i l l  c h a n g e s  t h e  
w o r d i n g  o f  t h e  o r i g i n a l  b i l l ' s  s e c .  3  b y  s p e c i f y i n g  t h a t  
i n t e r e s t  i n c o m e  m u s t  b e  a c c o u n t e d  f o r  s e p a r a t e l y  a n d  t h a t  
t h e  l e g i s l a t u r e  m a y  l o o k  t o  t h a t  a m o u n t  o f  m o n e y  i n  d e c i d i n g  
h o w  m u c h  t o  a p p r o p r i a t e  t o  t h e  p o w e r  d e v e l o p m e n t  f u n d .  
T h e s e  c h a n g e s  s h o u l d  r e m o v e  a n y  q u e s t i o n  a s  t o  t h e  b i l l ' s  
c o n s t i t u t i o n a l i t y .

S i n c e r e l y

Governor
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M E M O R A N D U M  J a n u a r y  2 8 ,  1 9 8 6

T O :  A l l  M e m b e r s
S e n a t e .  . R e s o u r c e s  C o m m i t t e e

4 r
F R O M :  S t a f f . . 1 S e n a t e  R e s o u r c e  C o m m i t t e e

R E :  S S S B  1 2 3

S B  1 2 3 ,  w h i c h  w a s  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  l a s t  
y e a r ,  h a s  b e e n  r e p l a c e d  w i t h  a  s p o n s o r  s u b s t i t u t e  i n  o r d e r  t o  
a v o i d  a n y  q u e s t i o n s  r e g a r d i n g  t h e  c o n s t i t u t i o n a l i t y  o f  t h e  
o r i g i n a l  v e r s i o n .

S S S B  1 2 3  h a s  t h r e e  s e c t i o n s :

S e c t i o n  1  -  c h a n g e s  t h e  A P A  a n n u a l  r e p o r t i n g  d a t e s  
t o  c o n f o r m  t o  a  f i s c a l  y e a r  s y s t e m

S e c t i o n  2 -  p r o v i d e s  f o r  i n t e r e s t  e a r n e d  b y  t h e  P o w e r  
D e v e l o p m e n t  F u n d  t o  b e  a c c o u n t e d  f o r  
s e p a r a t e l y .  T h e  l e g i s l a t u r e  m a y  t h e n  l o o k  
a t  t h e  i n t e r e s t  e a r n e d  t o  d e t e r m i n e  a p p r o ­
p r i a t i o n s  t o  t h e  p o w e r  d e v e l o p m e n t  f u n d .

S e c t i o n  3 -  e f f e c t i v e  d a t e

E n c l o s u r e s :
L e t t e r  f r o m  G o v e r n o r  1 / 2 2 / 8 6  
M i n u t e s ,  S R C  4 / 8 / 8 5  
S t a f f  m e m o  w i t h  f i s c a l  n o t e  4 / 4 / 8 5  
S t a f f  m e m o  w i t h  f i s c a l  n o t e  4 / 1 0 / 8 5

Note: New fiscal note to be provided by APA
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J u n e a u

J a n u a r y  2 2 ,  1 9 8 6

T h e  H o n o r a b l e  D o n  B e n n e t t  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P .  0 .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  B e n n e t t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a  S p o n s o r  S u b s t i t u t e  f o r  
S e n a t e  B i l l  1 2 3 ,  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 .

T h i s  s u b s t i t u t e  b i l l  d i f f e r s  f r o m  t h e  o r i g i n a l  v e r s i o n  i n  
t h a t  i t  d e l e t e s  t h e  o r i g i n a l  v e r s i o n ' s  s e c s .  2  a n d  4 ,  w h i c h  
w o u l d  h a v e  p r o v i d e d  f o r  i n c o m e  f r o m  i n v e s t m e n t  o f  t h e  m o n e y  
i n  t h e  p o w e r  d e v e l o p m e n t  f u n d  t o  b e  d e p o s i t e d  d i r e c t l y  i n t o  
t h a t  f u n d .  A l s o ,  s e c .  2  o f  t h i s  s u b s t i t u t e  b i l l  c h a n g e s  t h e  
w o r d i n g  o f  t h e  o r i g i n a l  b i l l ' s  s e c .  3  b y  s p e c i f y i n g  t h a t  
i n t e r e s t  i n c o m e  m u s t  b e  a c c o u n t e d  f o r  s e p a r a t e l y  a n d  t h a t  
t h e  l e g i s l a t u r e  m a y  l o o k  t o  t h a t  a m o u n t  o f  m o n e y  i n  d e c i d i n g  
h o w  m u c h  t o  a p p r o p r i a t e  t o  t h e  p o w e r  d e v e l o p m e n t  f u n d .  
T h e s e  c h a n g e s  s h o u l d  r e m o v e  a n y  q u e s t i o n  a s  t o  t h e  b i l l ' s  
c o n s t i t u t i o n a l i t y .

S i n c e r e l y

Governor
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Mr. Newland s ta te d th a t the four-dam poo l communities can and w i l l  s i t  down 
w i th  APA a t any time to get power sa les agreements. He s ta te d the re are 
two reasons they want the p ro je c t t h i s  yea r : (1) p o te n t ia l new loads o r 
expanded e x is t in g  loads who want to know the long term ra te  they w i l l  be 
g e t t i n g ; and (2) d ie s e l p r ic e s are d e c l in in g .

Tom S tah r , Anchorage M un ic ip a l L ig h t and Power, spoke on nea r- te rm power 
p ro je c ts . Senator S tu rgu lew sk i asked Mr. S tah r how the u t i l i t i e s  are 
coope ra t ing on power p lann ing . Mr. S tah r s ta te d th a t an Areawide U t i l i t i e s  
Counc i l was se t up and a Systems C oo rd in a t in g Counc i l was formed. Mike 
K e l ly  o f Golden V a l le y E le c t r i c  i s  chairman and Mr. S tahr i s  v ic e -cha irm an . 
He s ta te d u t i l i t i e s  are work ing w e l l to g e th e r p la n n in g . APA is  a lso a 
member o f t h i s  c o u n c i l and the bas ic concern i s  r e l i a b i l i t y .  He s ta te d i t  
would he lp i f  a de c is io n is  made on Sus itna w i t h in  the nex t few yea rs .
He s ta te d CIRI has a lre ad y a f fe c te d  them and w i l l  con tinue to a f f e c t them.

Dave Hutchens, Execu t ive D i r e c to r , A laska Rura l E le c t r i c  Coopera tive 
A s s o c ia t io n , presen ted an overv iew o f the u t i l i t i e s  in  the d i f f e r e n t areas 
o f the s ta te  which ARECA rep resen ts and t h e i r  energy needs. Senator 
Fahrenkamp asked Mr. Hutchens i f  A lyeska cou ld be exempted from APUC and 
Mr. Hutchens answered he sees no problem w i th  th a t .

Senator S tu rgu lew sk i recessed the meeting a t 2:00 p.m. and reconvened the 
meeting a t 2:40 p.m.

Bob Cross, A laska Power A dm in is t r a t io n , gave an update on the Ek lu tna 
p ro je c t and the Snett isham p ro je c t . He s ta te d Snett isham i s  being expanded 
w i th  the C ra te r Lake a d d i t io n . He po in ted out two th in g s th a t are 
happening on the fe d e ra l le v e l :

1. The fe d e ra l a dm in is t r a t io n  has proposed a ra th e r s u b s ta n t ia l change in  
the way ra te s o f fe d e ra l power p ro je c ts  are computed across the 
coun t ry . Most o f the fe d e ra l inves tment in  power p ro je c ts  are being 
repa id under low in t e r e s t loans w i th  terms th a t were se t 10 to 40 
years ago. 0MB has proposed th a t a l l  o f th a t inves tment be brough t up 
to a cu r re n t in t e r e s t ra te  f o r bas is o f repayment and onto a f ix e d  
am o r t iz a t io n schedule which would have a drama t ic impact on the 
revenue departments re la te d  to these p ro je c ts .

2. The A dm in is t r a t io n  would l i k e  to see the A laska Power A dm in is t r a t io n  
so ld and ou t o f the business in  A laska . Terms o f the t r a n s f e r would 
be dependent on fe d e ra l and s ta te  le g i s l a t i o n . The s ta tu s o f th i s  
p ro je c t i s  s t i l l  in fo rm a l but Mr. Cross would l i k e  to see le g i s l a t i o n  
nex t yea r and maybe a t r a n s f e r w i t h in  the nex t two yea rs .

Mr. Heath and Mr. B a t t t e s t i f i e d  th a t t h i s  b i l l  would do two th in g s :

1. change the date o f the annual re p o r t from March to November to put i t  
on the f i s c a l yea r;

Senator Sturgulewski opened the Public Hearing on SB 123.



2. proposes to a l low in t e r e s t to accumulate on the Power Development 
Fund.

Mr. Heath s ta te d they would come back w i th  a rev ised f i s c a l note .

In answer to ques t io n s , Mr. Heath s ta te d th a t the e q u i ty approach is  b e t te r 
on Brad ley because i t  i s  sh o r t term co n s t ru c t io n  pe r iod w h i le  ra te 
s t a b i l i z a t i o n  is  b e t te r f o r  Sus itna because i t  i s  long term . I f  the rma l 
cos ts go up In  the fu tu re  and the re is  no t enough money in  the power 
s t a b i l i z a t i o n  fund to make up f o r  i t ,  then the re w i l l  be h ig h e r ra te s fo r 
the consumer. Mr. Ba tt s ta te d th a t n e g o t ia t io n s are cons ide r in g t h i s .

Senator S tu rgu lew sk i noted two p o in ts th a t were brough t up in  prev ious 
Sus itna ove rv iews :

1. d i f f e r e n t cos ts o f d ie s e l and i t s  impact were accu ra te because i t  is
looked a t over the long term;

2. economic growth was a minor impact by the p r ic e  o f o i l .

She s ta te d th a t she d isag rees w i th  number 2. She asked how the APA proo fs
the in fo rm a t io n they prepare rega rd ing power sa les agreements. Mr. Ba tt
s ta te d APA meets w i th  the u t i l i t i e s  and b u i ld s  t h e i r  c r i t e r i a  in to  the 
mod_els. One o f the key fa c to r s  is  the p r ic e  o f gas they pay f o r  t h e i r  
gene ra t io n c u r r e n t l y . The second item th a t APA is  rev iew ing is  the p r ic e  
o f coa l and what i t  w i l l  be.

Senator Z h a ro f f asked a te c h n ic a l ques t ion rega rd ing the b i l l  and the 
bracke ted in fo rm a t io n  on l i n e  17. Senator S tu rgu lew sk i s ta te d th a t 
committee s t a f f  would check on h is ques t io n . Senator Z h a ro f f a lso 
questioned where the funds are coming from th a t go in to  the Power 
Development Fund and Mr. Heath w i l l  respond to th a t ques t ion .

Senator S tu rgu lew sk i s ta te d she w i l l  ho ld the b i l l  u n t i l  she rece ives the 
re v is ed f i s c a l note from Mr. Heath.

S co t t Highleyman, Execu t ive D i r e c to r , A laska Environmenta l Lobby, s ta te d he 
has some concerns w i th  SB 123:

1. the c o n s t i t u t i o n a l / 7 o f the ded ica ted funds ;
2. amount o f money b€ g taken from the gene ra l fund.

He s ta te d th a t i f  the le g i s la t u r e  fe e ls  i c  necessary to pu t money in to  a 
ded ica ted fund , then he advocates p u t t in g  i t  in t o  the permanent fund .

Dave Hutchens, Execu t ive D i r e c to r , A laska Rura l E le c t r i c  Coopera tive 
A s s o c ia t io n , t e s t i f i e d  in  support o f SB 123. He be l ie ve s i t  i s  e s s e n t ia l 
th a t the in t e r e s t earn ings s ta y w i th  the money app rop r ia te d by the 
le g i s la t u r e  to the power development p ro je c ts  to be financed through the 
Power Development Fund. He s ta te d he has a concep tua l disagreement w ith 
the approach be ing taken in  the f i s c a l no te .

Senator V. F ische r asked Mr. Heath when the in t e r e s t goes back in to  the 
Power Development Fund, can the APA Board s h i f t  i t  from Sus itna to Brad ley 
o r v ic e ve rsa . Mr. Heath s ta te d he would ge t back to Senator F ische r .



•  •

Senator F ische r s ta te d he wants a p ro v is io n  in  the b i l l  th a t Sus itna money 
s tays in  the Sus itna account. Mr. Heath and Mr. B a t t agree and w i l l  check 
on the ques t ion .

Senator S tu rgu lew sk i s ta te d the Pub l ic Hearing would be con tinued and 
adjourned the meeting a t 3:30 p.m.
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A l a s k a  ib t a t e  IL e g t s la t u r :
ARLISS STURGULEWSKI, Chairman
BETTYE FAHRENKAMP, Vico Chairman
JACK COGHILL
DICK ELIASON
VIC FISCHER
RICK HALFORD
FRED ZHAROFF

POUCH V 
JUNEAU, ALASKA. 99811 

(907) 465-4907

S e n a t e
Committee on Resource#

MEMORANDUM A p r i l 10, 1985

TO: A l l  Members
Senate Resources Committee

4 -FROM: S ta f f -
Senate 'Resources Committee

RE: SB 123 "An Act r e la t i n g  to the Alaska Power A u th o r i t y ; and
p ro v id in g fo r an e f f e c t i v e  d a te . "

The Revisor o f S ta tu te s in  the D iv is io n  o f Legal Serv ices adv ises th a t the 
d r a f t i n g  o f l i n e  17 in  SB 123 i s  te c h n ic a l l y  c o r r e c t . The te x t in  b ra cke ts 
i s  f o r  in fo rm a t io n on ly . The prev ious repea l cannot be repea led . Ano the r 
method th a t would a lso be app rop r ia te is  to remove the b racke ts around AND 
on l i n e  16 and move l i n e  18 to 17 and make i t  a new subsec t ion (2) as 
i l l u s t r a t e d  below:

(b) The fund inc ludes

(1) money app rop r ia ted to i t  by the le g i s l a t u r e ; and

(2) income from investment o f money i n  the fun d .



In trodu ced : 2/12/86
R e fe rred : Resources

and F inance

1 IN THE SENATE BY KELLY

2 SENATE BILL NO. 398

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to establishing a moose habitat and

7 conservation tag and fee; and providing for an effec-

8 tive date."

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

10 * Section 1. AS 16.05.110 is amended to read:

11 Sec. 16.05.110. COMPOSITION OF FUND. The fish and game fund

12 shall be made up of the following money and other money the legisla-

13 ture appropriates, which shall be deposi'-ed and retained in the fund

14 until expended:

15 (1) money received from the sale of state sport fishing,

16 hunting, and trapping licenses, special permits, moose habitat and

17 conservation tags, and waterfowl conservation tags purchased by hunt-

18 ers;

19 (2) proceeds received from the sale of furs, skins, and

20 specimens taken by predator hunters and other employees;

21 (3) money received in settlement of a claim or loss caused

22 by damage to the fish and game resources of the state;

23 (4) money received from federal, state, or other govern-

24 mental unit, or from a private donor for fish and game purposes;

25 (5) interest earned upon money in the fund;

26 (6) money from any other source.

27 * Sec. 2.  AS 16.05.130 is amended by adding a new subsection to read:

28 (d) Money accruing to the state from moose habitat and conserva-

29 tion tag fees may not be diverted to a purpose other than (1) the

-1- SB 398



1 conservation and enhancement of moose and moose habitat; (2) the

2 acquisition, by lease or otherwise, of habitat that is important for

3 moose and public use of moose in the state; (3) moose related projects

4 approved by the commissioner; (4) administration of the moose habitat

5 and conservation program; and (5) emergencies in the state as deter-

6 mined by the governor. The department shall maintain a state moose

7 habitat and conservation account within the fish and game fund to

8 permit separate accounting records for the receipt and expenditure of

9 money derived from the sale of moose habitat tags.

10 * Sec. 3. AS 16.05.340(a) is amended by adding a new paragraph to read:

11 (18) Moose habitat and conservation tag .....  5

12 (A) A person may not engage in moose hunting without

13 having the current year's moose habitat tag in the person's

14 actual possession, unless that person

15 (i) qualifies for a 25-cent license under AS 16.-

16 05.340(a)(6);

17 (ii) is a resident under the age of 16;

18 (iii) is 60 years of age or older and has been a

19 resident for at least one year;

20 (iv) is a disabled veteran eligible for a free

21 license under AS 16.05.341.

22 * Sec. 4. AS 16.05.350 is amended to read:

23 Sec. 16.05.350. EXPIRATION OF LICENSES AND TAGS. Licenses and

24 tags required under AS 16.05.330 - 16.05.430, except biennial li-

25 censes, the nonresident special sport fishing license, the resident

26 tripping license, the moose habitat and conservation tag, and the

27 waterfowl conservation tag, expire at the close of December 31 follow-

28 ing issuance. Biennial licenses expire after December 31 of the year

29 following the year of issuance. The resident trapping license expires

SB 398 -2-



1 at the close of September 30 of the year following the year in which

2 the license is issued. The waterfowl conservation tag expires at the

3 close of January 31 of the year following the year of issue of the

4 tag. The moose habitat and conservation tag expires at the close of

5 March 31 of the year following the year of issue of the tag.

6 * Sec. 5. AS 16.05 is amended by adding a new section to read:

7 Sec. 16.05.828. MOOSE HABITAT AND CONSERVATION TAG PROGRAM. (a)

8 The moose habitat and conservation tag authorized in AS 16.05.-

9 340(a)(18) shall be produced annually by the department in an amount

10 the Department of Revenue considers appropriate. The department shall

11 make tags available for the creation of moose habitat and conservation

12 limited edition prints and shall provide for the sale of tags and

13 prints to the public.

14 (b) The tag design shall be selected through competition open to

15 artists residing in the state who have submitted entries to the de-

16 partment. Selection shall be made I j  a panel of five judges comprised

17 of two department employees and three members of nonprofit organiza-

18 tions dedicated to state moose and moose habitat conservation.

19 (c) The department may contract to others the performance of the

20 department’s responsibility under this section, including provisions

21 for advance payment or reimbursement for services performed under con-

22 tract. All costs incurred under this section may be paid from the

23 fish and game fund.

" *  Sec. 6. LEGISLATIVE INTENT. It is the intent of the legislature that

25 a sum equal to the amount collected each year from the sale of moose habi-

26 tat and conservation tags and limited edition prints to the public under

27 AS 16.05.828 be appropriated to the department for the purposes listed in

28 AS 16.05.130(d).

29 * Sec. 7. This Act takes effect immediately in accordance with

-3- SB 398
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SSSB 123

P l e a s e  e x p l a i n  t h e  i n t e n t  o f  S S S B  1 2 3  a n d  y o u r  

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

y o u r  r e c e n t  p r e l i m i n a r y  p l a n  o f  f i n a n c e .

C a n  y o u  p r o v i d e  u s  w i t h  a n  a c c o u n t i n g  o f  t h e  P o w e r  

D e v e l o p m e n t  F u n d ?

a )  H o w  m u c h  h a s  g o n e  i n t o  t h e  f u n d  s i n c e  

i t s  c r e a t i o n ?

b )  H o w  m u c h  h a s  b e e n  s p e n t  b y  m a j o r  c a t e g o r y ?

c )  H o w  m u c h  r e m a i n s  i n  t h e  f u n d ?

d )  W h a t  i s  y o u r  p l a n  f o r  f u t u r e  s p e n d i n g ?
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A L A S K A  P O W E R  A U T H O R I T Y
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(907) 2764 )001

April 15, 1985

Honorable Arliss Sturgulewski 
Alaska State Senate 
Pouch V
Juneau* Alaska 99811 

Dear Senator Sturgulewski:

In response to your request, a revised interest t'rnings schedule on the 
deposits of the continuing appropriations for both the Susitna and Bradley 
Lake projects into the Power Development Fund has been prepared.

The major points of revision include changing from state equity contributions 
to rate stabilization and f^om the Susitna FERC licensing concept to staged 
construction. The revised schedule of interest earnings, under rate stabilization, 
is carried out through the life of the balance of the deposits. The previous 
schedule, based on state equity contributions for Susitna and Bradley, carried 
through FY91 and FY89 respectively.

In addition, the rate stabilization in the Susitna staged construction requires 
approximately $2.6 billion in State contributions if interest earnings are 
not retained in the Power Development Fund. By retaining the interest earnings, 
the level of State contributions Is decreased to $600 million. This amount 
will vary depending on when the interest earnings start to accrue to the 
Power Development Fund. The revised schedule sets out FY87 as the starting 
point where interest earnings begin accruing to the fund.

It 1s Important to note that revised construction costs of the staged concept 
are currently being developed. Additionally, as the Authority continues 
negotations with the rallbelt utilities, the level of the thermal alternative 
costs may change. To the extent that the construction costs and alternative 
costs change, the required rate stabilization contribution could also change.

Impact on the General Fund is based ori the rention of interest earnings on 
Power Development Fund appropriations. Please refer to Tables 1 and 2 (revised 
schedules) for a detailed and complete estimate of Interest earnings.

Please contact my office if additional information is required.

li

Robert D. Heath 
Executive Director

RDH/SW/ka
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STATE OF ALASKA 1985 LEGISLATIVE SESSION 
___________ FISCAL NOTE  _____________

Revision Date:

REQUE5T
li n/Resfr-lution-No-r: — $ B-4'23 
Title: An act relating to the

FISCAL DETAIL 
- Agency-Affected :-Cormnerce-&-€eefienic Developraett 
] Program Category Affected: Development

Alaska Power Authority ___________________________ _____________
Sponsor: Senate Rules Committee BRU, Program or Subprogram(s) Affected:
Requestor; Governor__________   Alaska Power Authority____________
Date of R e q u e s t __________________
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ANALYSIS: Attach a separate page if necessary

Please refer to Tables 1 & 2 Indicatinq Susitna and Bradley Lake 
Projects "Interest Earnings on State Funds."

William H. BattPrepared By:________________________
Division: Alaska Power Authority

Phone: 276-0001
Date: T/T57BB---

Approved by Commissioner: 
Agency:_____  '

Date:

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
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TABLE 1
SUSITNA HYDROELECTRIC PROJECT 

INTEREST EARNINGS ON STATE FUNDS 
{MILLIONS OF DOLLARS}

BALANCE CONSTRUCTION^ R A T E ^  INTEREST^ BALANCE
FY B-O-Y DEPOSIT11J COSTS STABILIZATION EARNED E-O-Y

85 0 100 . . . . . . 100
86 100 200 20 — — 280
87 280 200 20 52 512
88 512 174 — — 75 761

89 761 -- — — 84 845

90 845 -- — — 93 938

91 938 ------- — — ] 03 1,041

92 1,041 ------- — 114 1,155

93 1,155 ------- — — 127 1,202

94 1,282 ------- — — 142 1,424

95 1,424 ------- — — 156 1,580

96 1,580 ------- — 245 161 1,496

97 1,496 ------- — 265 150 1,381

98 1,381 ------- — 241 140 1,280

99 1,280 — 221 129 1,188

2000 1,188 ------- — 176 120 1,132

01 1,132 ------- — 151 117 1,098

02 1,098 ------- — 464 96 730

03 730 ------- 424 57 363
04 363 ------- — 382 19 0

(1) Deposit by State into Rate Stabilization Fund required if interest earnings are retained.
(2) Amounts expended during FY85 not funded through appropriation. Amounts shown for FY86 and 

FY87 are assumed to be funded through the continuing appropriation. Assume expenditures 
after FY87 are funded through bond proceeds.

(3) Amount required for fully rate stabilizing project participants. If no interest earnings 
are retained, this would be the amount of State contributions required.

(4) Assume a long-term reinvestment rate of 11 percent and a short-term rate of 9 percent. No 
interest earnings in FY85 or FY86.

9086/366



TABLE 2
BRADLEY LAKE HYDROELECTRIC PROJECT 
INTEREST EARNINGS ON STATE FUNDS 

(MILLIONS OF DOLLARS)*

FY
BALANCE
8-0-Y DEPOSIT*1*

CONSTRUCTION*2*
COST

INTEREST*3 )
EARNED

BALAI
E-0

THRU FY85 0 68 17 51
86 51 50 29 ---- 72
87 72 50 50 10 82
88 82 50 110 7 29
89 29 ---- 124 ----

90 ---- 26 - -

* Note: Interest earnings have not been included in the Plan of Finance for Bradley Lake. If 
interest earnings are included, the level of State contribution could be reduced.

(1) Deposit by State into equity contribution.
(2) Funded by Bond proceeds after State equity contributions are fully expended.
(3) Interest earnings on State contributions that are not expended based on a short-term 

reinvestment rate of 9 percent.
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S  / A 3

t BILL SHEFFIELD

S t a t e  o f  A l a s k a

□ F F I C E  O F  T H E  G O V E R N O R  
J u n e a u

J a n u a r y  2 2 ,  1 9 8 6

T h e  H o n o r a b l e  D o n  B e n n e t t  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P .  0 .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  B e n n e t t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a  S p o n s o r  S u b s t i t u t e  f o r  
S e n a t e  B i l l  1 2 3 ,  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 .

T h i s  s u b s t i t u t e  b i l l  d i f f e r s  f r o m  t h e  o r i g i n a l  v e r s i o n  i n  
t h a t  i t  d e l e t e s  t h e  o r i g i n a l  v e r s i o n ' s  s e c s .  2  a n d  4 ,  w h i c h  
w o u l d  h a v e  p r o v i d e d  f o r  i n c o m e  f r o m  i n v e s t m e n t  o f  t h e  m o n e y  
i n  t h e  p o w e r  d e v e l o p m e n t  f u n d  t o  b e  d e p o s i t e d  d i r e c t l y  i n t o  
t h a t  f u n d .  A l s o ,  s e c .  2  o f  t h i s  s u b s t i t u t e  b i l l  c h a n g e s  t h e  
w o r d i n g  o f  t h e  o r i g i n a l  b i l l ' s  s e c .  3  b y  s p e c i f y i n g  t h a t  
i n t e r e s t  i n c o m e  m u s t  b e  a c c o u n t e d  f o r  s e p a r a t e l y  a n d  t h a t  
t h e  l e g i s l a t u r e  m a y  l o o k  t o  t h a t  a m o u n t  o f  m o n e y  i n  d e c i d i n g  
h o w  m u c h  t o  a p p r o p r i a t e  t o  t h e  p o w e r  d e v e l o p m e n t  f u n d .  
T h e s e  c h a n g e s  s h o u l d  r e m o v e  a n y  q u e s t i o n  a s  t o  t h e  b i l l ' s  
c o n s t i t u t i o n a l i t y .

S i n c e r e l y ,

B i l l  S h e f f i e l d  
G o v e r n o r



Mr. Newland s ta te d th a t the four-dam poo l communities can and w i l l  s i t  down 
w i th  APA a t any time to get power sa les agreements. He s ta te d the re are 
two reasons they want the p ro je c t th is  yea r: (1) p o t e n t ia l new loads or 
expanded e x is t i n g  loads who want to know the long term ra te  they w i l l  be 
g e t t i n g ; and (2) d ie s e l p r ic e s are d e c l in in g .

Tom S tah r , Anchorage M un ic ip a l L ig h t and Power, spoke on nea r- te rm power 
p r o je c t s . Senator S tu rgu lew sk i asked Mr. S tah r how the u t i l i t i e s  are 
coope ra t in g on power p la nn in g . Mr. S tahr s ta te d th a t an Areawide U t i l i t i e s  
Counc i l was se t up and a Systems Coo rd ina t ing Counc il was formed. Mike 
K e l ly  o f Golden V a l le y E le c t r i c  i s  chairman and Mr. S tah r i s  v ice -cha irm an . 
He s ta te d u t i l i t i e s  are work ing w e l l toge th e r p lann ing . APA i s  a lso a 
member o f t h i s  c o u n c i l and the bas ic concern i s  r e l i a b i l i t y .  He s ta te d i t  
would he lp i f  a de c is io n is  made on Sus itna w i t h in  the nex t few years .
He s ta te d CIRI has a lre ady a f fe c te d them and w i l l  con t inue to a f f e c t them.

Dave Hutchens, Execu t ive D i r e c to r , Alaska Rura l E le c t r i c  Coopera tive 
A s s o c ia t io n , presented an overv iew o f the u t i l i t i e s  in  the d i f f e r e n t areas 
o f the s ta te  which ARECA rep resen ts and t h e i r  energy needs. Senator 
Fahrenkamp asked Mr. Hutchens i f  A lyeska cou ld be exempted from APUC and 
Mr. Hutchens answered he sees no problem w i th  th a t .

Senator S tu rgu lew sk i recessed the meeting a t 2:00 p.m. and reconvened the 
meeting a t 2:40 p.m.

Bob Cross, A laska Power A dm in is t r a t io n , gave an update on the Ek lu tna 
p r o je c t and the Snett isham p ro je c t . He s ta te d Snett isham is  being expanded 
w i th  the C ra te r Lake a d d i t io n . He po in ted ou t two th in g s th a t are 
happening on the fe d e ra l le v e l :

1. The fe d e ra l a dm in is t r a t io n  has proposed a ra th e r s u b s ta n t ia l change in 
the way ra te s o f fe d e ra l power p ro je c ts are computed across the 
co u n t ry . Most o f the fe d e ra l investment in  power p ro je c ts  are being 
repa id under low in t e r e s t loans w i th  terms th a t were se t 10 to 40 
years ago. 0M3 has proposed th a t a l l  o f th a t inves tment be brought up 
to a cu r re n t in t e r e s t ra te  f o r  bas is o f repayment and onto a f ix e d  
am o r t iz a t io n  schedule which would have a dramatic impact on the 
revenue departments re la te d to these p ro je c ts .

2. The A dm in is t r a t io n  would l i k e  to see the A laska Power A dm in is t ra t io n 
so ld and out o f the business in  A laska . Terms o f the t r a n s fe r would 
be dependent on fe d e ra l and s ta te  l e g i s l a t i o n . The s ta tu s o f th is  
p ro je c t i s  s t i l l  in fo rm a l bu t Mr. Cross would l i k e  to see le g i s l a t i o n  
nex t yea r and maybe a t r a n s f e r w i t h in  the nex t two yea rs .

Senator S tu rgu lew sk i opened the Pub l ic Hearing on SB 123. |

Mr. Heath and Mr. Ba tt t e s t i f i e d  th a t t h i s  b i l l  would do two th in g s :

1. change the date o f the annual re p o r t from March to November to put i t  
on the f i s c a l yea r;



2. proposes to a l low  in t e r e s t to accumulate on the Power Development 
Fund.

Mr. Heath s ta te d they would come back w i th  a rev ised f i s c a l no te .

In  answer to ques t io n s , Mr. Heath s ta ted th a t the e q u i ty  approach i s  b e t t e r 
on Brad ley because i t  i s  sh o r t term co n s t ru c t io n  pe r io d w h i le  ra te 
s t a b i l i z a t i o n  is  b e t te r f o r  Sus itna because i t  i s  long term . I f  the rma l 
cos ts go up in  the fu tu r e  and the re is  not enough money in  the power
s t a b i l i z a t i o n  fund to make up f o r  i t ,  then the re w i l l  be h ig h e r ra te s f o r
the consumer. Mr. B a t t s ta te d th a t n e g o t ia t io n s are co n s id e r in g t h i s .

Senator S tu rgu lew sk i noted two po in ts th a t were brough t up in  prev ious 
Sus itna overv iews :

1. d i f f e r e n t costs o f d ie s e l and i t s  impact were accu ra te because i t  i s
looked a t over the long term;

2. economic growth was a minor impact by the p r ic e  o f o i l .

She s ta te d th a t she d isag rees w i th  number 2. She asked how the APA p roo fs 
the in fo rm a t io n they prepare regard ing power sa les agreements. Mr. Ba tt 
s ta te d APA meets w i th  the u t i l i t i e s  and b u i ld s t h e i r  c r i t e r i a  in to  the 
models. One o f the key fa c to r s  i s  the p r ic e  o f gas they pay f o r  t h e i r
gene ra t io n c u r r e n t l y . The second item th a t APA is  rev iew ing is  the p r ic e
o f coa l and what i t  w i l l  be.

Senator Zh a ro f f asked a te c h n ic a l ques t ion rega rd ing the b i l l  and the
bracke ted in fo rm a t io n  on l i n e  17. Senator S tu rgu lew sk i s ta te d th a t
committee s t a f f  would check on h is ques t ion . Senator Z h a ro f f a lso 
questioned where the funds are coming from th a t go in t o  the Power 
Development Fund and Mr. Heath w i l l  respond to th a t que s t io n .

Senator S tu rgu lew sk i s ta te d she w i l l  ho ld the b i l l  u n t i l  she rece ives the 
re v is ed f i s c a l note from Mr. Heath.

S co t t Highleyman, Execu tive D i r e c to r , A laska Env ironmenta l Lobby, s ta te d he 
has some concerns w i th  SB 123:

1. the c o n s t i t u t i o n a l i t y  o f the ded ica ted funds ;
2. amount o f money being taken from the genera l fund .

He s ta te d th a t i f  the le g i s la t u r e  fe e ls i t  necessary to pu t money in t o  a 
ded ica ted fund , then he advocates p u t t in g  i t  in to  the permanent fund .

Dave Hutchens, Execu t ive D i r e c to r , Alaska Ru ra l E le c t r i c  Coopera tive 
A s s o c ia t io n , t e s t i f i e d  in  support of SB 123. He be l ie v e s i t  i s  e s s e n t ia l 
th a t the in t e r e s t earn ings s ta y w i th  the money app ro p r ia te d by the 
le g i s l a t u r e  to the power development p ro je c ts  to be financed through the 
Power Development Fund. He s ta ted he has a concep tua l disagreement w i th  
the approach be ing taken in  the f i s c a l no te .

Senator V. F is che r asked Mr. Heath when the i n t e r e s t goes back in to  the 
Power Development Fund, can the APA Board s h i f t  i t  from Sus itna to Brad ley 
o r v ic e  ve rsa . Mr. Heath s ta te d he would ge t back to Senator F ische r .



Senator F ische r s ta te d he wants a p ro v is io n  in  the b i l l  th a t Sus itna money 
stays in  the Sus itna account. Mr. Heath and Mr. B a t t agree and w i l l  check 
on the ques t ion .

Senator S tu rgu lewsk i s ta te d the Pub lic Hearing would be con tinued and 
adjourned the meeting a t 3:30 p.m.
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S e n a t eCommittee on &e3ource£
MEMORANDUM A p r i l 4, 1985

TO: A l l  Members
Senate Resources Committee

FROM: S ta f f
Senate Resources Committee

RE: SB 123 "An Act r e la t i n g  to the A laska Power A u th o r i t y ; and
p ro v id in g f o r  an e f f e c t i v e  d a te . "

SB 123 amends the A laska Power A u th o r i t y  s ta tu te s  in  the fo l lo w in g  manner:

S e c t io n 1: Changes the su bm i t ta l date o f the annual re p o r t to the governor
and le g i s l a t u r e  from March to November o f each year in  o rder to p rov ide fo r 
f i s c a l  year re p o r t in g  ra th e r than the ca lenda r yea r.

S e c t io n 2: A llows in t e r e s t earned by the power development fund to be
depos ited to the fund ra th e r than to the gene ra l fund . The f i s c a l note
s ta te s th a t th i s  would amount to $44.4 m i l l i o n  in  FY 86 and inc rease to
$153.7 m i l l i o n  in  FY 90 as $200 m i l l i o n  per yea r i s  co n tr ib u te d to the fund 
from the genera l fund . 5

S e c t io n 3: S ta tes th a t in t e r e s t rece ived by the Department o f Revenue fo r
funds o f the a u th o r i t y  must be deposited in  the power development fund.

S e c t io n 4: S ta tes th a t income earned from the investment o f money
app ro p r ia te d to the fund is  depos ited in  the power development fund.

The a ttached l e t t e r  from Governor S h e f f ie ld  no tes th a t the re tu r n  o f 
inves tm en t income to the power development fund may be sub je c t to a le g a l 
cha lle nge under the ded ica ted fund p r o h ib i t i o n .

In c luded in  the packet i s :

1. L e t t e r  from Governor S h e f f ie ld ;
2. F is c a l note from the Alaska Power A u th o r i t y .

g b ta te  H c g t e la t u r e

fh :b h



B I L L  S H E F F I E L D
G O V E R N O R V

S t a t e  o f  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R
J u n e a u

F e b r u a r y  1 ,  1 9 8 5

T h e  H o n o r a b l e  D o n  B e n n e t t  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1  

D e a r  S e n a t o r  B e n n e t t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a  b i l l  t h a t  a m e n d s  s t a t u t e s  
p e r t a i n 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 .

T h e  a t t a c h e d  b i l l  d o e s  t w o  t h i n g s .  I t  c h a n g e s  t h e  d u e  d a t e  
f o r  t h e  a n n u a l  r e p o r t  f r o m  t h e  a u t h o r i t y  t o  t h e  g o v e r n o r  a n d  
t h e  l e g i s l a t u r e ,  a n d  p l a c e s  t h e  r e p o r t  o n  a  f i s c a l  y e a r  
b a s i s .  T h i s  c h a n g e  w i l l  s i m p l i f y  t h e  i n c l u s i o n  o f  f i s c a l  
y e a r  a u d i t  a n d  f i n a n c i a l  s t a t e m e n t s .  I t  w i l l  a l s o  a l l o w  
t i m e  f o r  a d m i n i s t r a t i v e  a n d  l e g i s l a t i v e  r e v i e w  o f  t h e  r e p o r t  
b e f o r e  t h e  b e g i n n i n g  o f  t h e  n e x t  l e g i s l a t i v e  s e s s i o n .

T h e  b i l l  a l s o  a m e n d s  t h e  e n e r g y - p r o g r a m - f o r - A l a s k a  s t a t u t e s  
r e l a t i n g  t o  t h e  p o w e r  d e v e l o p m e n t  f u n d  t o  p e r m i t  r e t u r n  o f  
i n v e s t m e n t  i n c o m e  t o  t h e  f u n d .  T h i s  a m e n d m e n t  w i l l  l e s s e n  
t h e  t o t a l  o f  a n n u a l  a p p r o p r i a t i o n s  n e c e s s a r y  t o  a c h i e v e  a  
$ 2  b i l l i o n  e q u i t y  i n v e s t m e n t  i n  S u s i t n a .  I t  s h o u l d  b e  n o t e d  
t h a t  r e t u r n  o f  i n v e s t m e n t  i n c o m e  t o  a  s e p a r a t e  f u n d  i s  
s u b j e c t  t o  a  c h a l l e n g e  u n d e r  t h e  d e d i c a t e d - f u n d  p r o h i b i t i o n  
i n  a r t .  I X ,  s e c .  7 ,  o f  t h e  A l a s k a  C o n s t i t u t i o n .  H o w e v e r ,  
t h e  D e p a r t m e n t  o f  L a w  h a s  i n d i c a t e d  t h a t  i t  w i l l  d e f e n d  
s t a t u t e s  p r o v i d i n g  f o r  s u c h  a  p r a c t i c e .

C-i v'/r* 1 \ r

B i l l  S h e f f i e l d  
G o v e r n o r
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ALASKA POWER AUTHORITY 
Power Development Fund

(000)

PROJECT NAME FY

Susitna Hydroelectric Project

Bradley Lake Project

Bradley Lake Project 
Terror Lake Project

1985
1986
1987
1988
1989
1990
1991

1985
1986
1987
1988
1989

1986**
1986**

* at an assumed rate of 11% per annum 

** balances available from previous FY funding

STATE
CONTRIBUTION

$100,000
200,000
200,000
200,000
200,000
200,000
200,000

50.000
50.000
50.000
34,448

0

10,548
868

EXPENDITURES

270
59,000
118,750
123,600

10,548
868

INTEREST
EARNINGS*

$ 0 
33,000 
58,663 
87,083 
118,662 
153,715 
192,624

0
10,971
11,188
3,145

443
12

TOTAL APA

1567WbT 2585 a

TOTAL
INTEREST
EARNINGS

$643,747

25,304

443 
 12

$669,506

I
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TITLE OF INCREMENT/DECREMENT: .
Interest earnings on deposits to the 
Power Development Fund

AGENCY CONTACT/PHONE NUMBER:
Department of Commerce and 
Economic Development 465-2500

CODE EXPENDITURE BY OBJECT
100

200

P e r s o n a l  S e r v i c e s

T ra v e l

ACENCY REO. GOV'S REO.

DESCRIBE WHY THIS INCREMENT/DECREMENT IS NEEDED AND WHAT IT PURCHASES:

The retention of investment earnings in the Power Development Fund is 
required to provide adequate state equity in the Susitna River Hydro­
electric Power Project (000).

* Power Development Fund

300 Contractual Services
400 Supplies
500 Equipment
GOO Lands, Buildings, Etc.
700 Grants, Cl dime, Etc.
800 Miscellaneous

TOTAL

1002 Federal Receipts
1003
1004
1005
1028

General Fund Match
General Fund t« 7 4 2 e
I -A  Receipts
Program Receipts
Other *  44,426

POSITION
INFORMATION

PFT

PPT
Non Permanent
S ta ff  Months

□
Enhance F.xisting Service 
Compared to FY 85

[~%j New Service Compared to FY 85

□
Continuation of FY 85 Service 
Level

□
Formula 
Program

IMPACT FROM CAPITAL PROJECT (NAME)
Susitna Hydroelectric Project Financing

Chapter ^  SLA 1 93/) Page/Line 44. „83 .41 (
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A L A S K A  P O W E R  A U T H O R I T Y

334 WEST 5th AVENUE - ANCHORAGE, ALASKA 99501 Phone: (907) 277-7641 
(907) 276-0001

April 15, 1985

Honorable Arliss Sturgulewski 
Alaska State Senate 
Pouch V
Juneau, Alaska 99811 

Dear Senator Sturgulewski:

In response to your request, a revised interest earnings schedule on the 
deposits of the continuing appropriations for both the Susitna and Bradley 
Lake projects into the Power Development Fund has been prepared.

The major points of revision include changing from state equity contributions 
to rate stabilization and f'"om the Susitna FERC licensing concept to staged 
construction. The revised schedule of interest earnings, under rate stabilization, 
is carried out through the life of tue balance of the deposits. The previous 
schedule, based on state equity contributions for Susitna and Bradley, carried 
through FY91 and FY89 respectively.

In addition, the rate stabilization in the Susitna staged construction requires 
approximately $2.6 billion in State contributions if interest earnings are 
not retained in the Power Development Fund. By retaining the interest earnings, 
the level of State contributions is decreased to $600 million. This amount 
will vary depending on when the interest earnings start to accrue to the 
Power Development Fund. The revised schedule sets out FY87 as the starting 
point where interest earnings begin accruing to the fund.

It is important to note that revised construction costs of the staged concept 
are currently being developed. Additionally, as the Authority continues 
negotatio"s with the rail belt utilities, the level of the thermal alternative 
costs may .ange. To the extent that the construction cost? and alternative 
costs change, the required rate stabilization contribution could also change.

Impact on the General Fund is based on the rention of interest earnings on 
Power Development Fund appropriations. Please refer to Tables 1 and 2 (revised 
schedules) for a detailed and complete estimate of interest earnings.

Please contact my office if additional information is required.

C •» n/'r.virtl w

Robert D. Heath 
Executive Director

RDH/SW/ka



TABLE 1
SUSITNA HYDROELECTRIC PROJECT 

INTEREST EARNINGS ON STATE FUNDS 
(MILLIONS OF DOLLARS)

BALANCE /nx CONSTRUCTION*2) RATE*3) INTEREST*4) BALANCE
FY 3-0 -Y DEPOSIT' ' COSTS STABILIZATION EARNED E-O-Y
85 0 100 100
86 100 200 20 — — 280
87 280 200 20 — 52 512
88 512 174 — — 75 761
89 761 — — — 84 845
90 845 — — — 93 938
91 938 — — — 103 1 , 0 4 1
92 1 ,041 — — — 114 1 ,155
93 1 ,155 — — — 127 1 ,282
94 1 ,282 — — — 142 1,427
95 1 ,424 — — — 156 1 ,580
96 1 ,580 — — 245 161 1 ,496
97 1 ,496 — — 265 150 1 ,381
98 1 ,381 — — 241 140 1 ,280
99 1 ,280 — — 221 129 1 ,188

2000 1 ,188 — — 176 120 1 ,132
01 1 ,132 — — 151 117 1 ,098
02 1 ,098 — — 464 96 730
03 730 — — 424 57 363
04 363 — — 382 19 0

(1) Deposit by State into Rate Stabilization Fund required if interest earnings are retained.
(2) Amounts expended during FY85 not funded through appropriation. Amounts shown for FY86 and 

FY87 are assumed to be funded through the continuing appropriation. Assume expenditures 
after FY87 are funded through bond proceeds.

(3) Amount required for fully rate stabilizing project participants. If no interest earnings 
are retained, this would be the amount of State contributions required.

(4) Assume a long-term reinvestment rate of 11 percent and a short-term rate of 9 percent. No 
interest earnings in FY85 or FY86.

9086/366



TABLE 2
BRADLEY LAKE HYDROELECTRIC PROJECT 
INTEREST EARNINGS ON STATE FUNDS 

(MILLIONS OF DOLLARS)*

FY
BALANCE
B-O-Y DEPOSIT^

THRU FY85 0 68
86 51 50
87 72 50
88 82 50
89 29
90 - -

CONSTRUCTION^ INTEREST^ BALANCE
COST EARNED E-O-Y

17 —  51
29 —  72
50 .10 82
110 7 29
124 
26

* Ncte: Interest earnings have not been included in the Plan of Finance for Bradley Lake. If
interest earnings are included, the level of State contribution could be reduced.

(1) Deposit by State into equity contribution.
(2) Funded by Bond proceeds after State equity contributions are fully expended.
(3) Interest earnings on State contributions that are not expended based on a short-term

reinvestment rate of 9 percent.
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B I L L  S H E F F ' I E L O
□ S i v e r ’ n c S'r

S t a t e  o f  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R
J u n e a u

January 22, 1986

The H onorable Don Bennett 
P r e s i d e n t  of the Senate 
A l a s k a  State Legislature 
P. 0. Box V  
Juneau, AK 99811

Dear Senator Bennett:

U n d e r  the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am tr ansm i t t i n g  a Sponsor Substitute for 
Senate Bill 123, relating to the Alaska Power Authority.

This substitute bill differs from the original v e rsion  in 
that it deletes the original v e r s i o n’s secs. 2 and 4, which 
w o u l d  have provi d e d  for income from investment of the money 
in the power developmen t fund to be deposited di rectly into 
that fund. Also, sec. 2 of this substitute bill changes the 
w o r d i n g  of the original bill's sec. 3 by specifying that 
interest income must be accounted for separately and that 
the legislature m a y  look to that amount of mon ey in deciding 
h o w  m u c h  to appropriate to the power deve lopment fund. 
These changes should remove any que stion as to the bill's 
constitutionality.

Sincerely,

Governor



BY THE RULES COMMITTEE BY
1 IN THE SENATE REQUEST OF THE GOVERNOR

2 SENATE BILL Nf. 123

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

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

7 providing for an effective date."

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

9 * Section 1. AS 44.83.200 is amended to read:

10 Sec. 44.83.200. ANNUAL REPORT. Before November [MARCH] 1 of

11 each year, the authority shall submit to the governor and the legisla-

12 ture a comprehensive report describing operations, income^ and expen-

13 ditures for the preceding fiscal year [12-M0NTH PERIOD].

14 * Sec. 2. AS 44.83.382(b) is amended to read:

15 (b) The fund includes

16 (1) moi.ey appropriated to it by the legislature; [AND]

17 (2) [Repealed by sec. 27, ch. 89, SLA 1983.] — — '—

18 (3) income from investment of money in the fund.

19 * Sec. 3. AS 44.83.386 is amended to read:

20 Sec. 44.83.386. INVESTMENT OF FUND. The Department of Revenue

21 shall invest the money in the fund in accordance with AS 37.10.070 and

22 37.10.075. The Department of Revenue shall provide money in the fund

23 to the authority only after costs have been incurred or amounts in the

24 fund have been otherwise obligated under contracts for the acquisition

25 and construction of a project. Amounts that have been obligated, but

26 for which costs have not yet been incurred, may be segregated by the

27 Department of Revenue or transferred to the authority only with the

28 prior approval or agreement of the commissioner of revenue. Interest

29 received on money that is segregated or transferred under this section

-1- SB 123



1 must be deposited in the power development [GENERAL] fund.

2 * Sec. 4. AS 44.83.388(b) is amended to read:

3 (b) Income earned from investment of money appropriated to the

4 fund must [SHALL] be deposited in the [GENERAL] fund [AND MAY BE

5 APPROPRIATED TO THE FUND BY THE LEGISLATURE].

6 * Sec. 5. This Act takes effect July 1, 1985.

SB 123 -2-



M E M O R A N D U M S t a t e  o f  A l a s k a

to: J o h n  S h ive ly
Chief of Staff 
O f fic e of .the Governor

DATE: December 11, 1984

fileno: 366-262-85

TELEPHONE NO: 465-3600

from: N o r m a n  C. G o rsuc h
ral

subject: Use of continuing
appropria tion for 
cost of FERC license

By:
A s s i s t a n t  A t t o r n e y  General

This m e m o  confirms m y  oral advice to M a ri lyn Twitchell 
that the cont in u i n g  a p p ropria tion to the power development fund 
for " e quity investment in, and rate stabilisation for, the 
Susitna R i v e r  h y d r o e l e c t r i c  project" can be used to pay the costs 
of FERC licensing. Sec. 314, c h . 171, SLA 1984.

The State's equity investment in the project includes
amounts p a i d  from state appropriations for the cost of 
prepa r a t o r y  studies, designs and licensing work. AS 44.83.384 
provides in p e r t i n e n t  part that

(a) The [power d; /elopment] fund may be used by 
the authority to prov ide m o n e y  for

(2) the cost of a powe r project, including but 
not limit ed to the costs of acquiring n e c e s­
sary licenses,

This s e ction  permits use of m o n e y  appropriated to the power 
develo pment f und for equity investment in the Susitna River 
h y d r o e l e c t r i c  p r oject  to b e  u s e d  to pay for the costs of FERC 
licensing. L e g i s l a t i o n  to acc omp l i s h  that purpose is therefore 
no t  necessary.

MA F : c c t
cc: Ray Gillespie, Director

L e g i s l a t i v e  Relations



S U S I T N A  H Y D R O E L E C T R I C  P R O J E C T

S TARED CDNSTRUCTTflN P R E S E N T A T I O N

RATE S T A B I L I Z A T I O N  A C C O U N T S  (FRAME A) 

($ M I L L I O N S  NOMINAL)

FERC L I C E N S E  C O N C E P T *

YEAR

C O N T R I B U T I O N  

(PAY IN)

RATE S T A B I L I Z A T I O N  

(PAY OUT)

A C C RUED

C O N T R I B U T I O N

1985 $ 100.0 100.0

198 6 200.0 - 333.0

1987 200.0 - 591.6

1988 200.0 - 878.7

1989 200.0 - 1,197.4

1990 200.0 - 1,551.1

1991 41.9 - 1,768.3

1992 - - 1,962.8

1993 - - 2 , 178 .7

1994 -• - 2,418.4

1995 - - 2, 684.4

1996 $ 2,979.7

1997 - 539 2 , 7 3 9 . 5

1998 - 547 2 , 4 6 4 . 6

1999 - 509 2 , 1 99.4

2000 - 448 1,969.4

2001 - 408 1,756.2

2002 - 745 1,164.4

2003 - 668 588.7

2004 - 550 74.0

2005 — 78 0.0

$1,141.9 $4,492

M2670 . 3 4  * WITH U P D ATED E C O N O M I C  AND F I N A N C I A L  P A R A M E T E R S

36A



SIISTTNA H Y D R O E L E C T R I C  P R O J E C T  

S T A R E D  C O N S T R U C T I O N  P R E S E N T A T I O N

RATE S T A B I L I Z A T I O N  A C C O U N T S  (FRAME B) 

($ M I L L I O N S  NOMINAL)

ST A R E D  C O N S T R U C T I O N  C I N C E P T

C O N T R I B U T I O N  RATE S T A B I L I Z A T I O N  A C C R U E D

y e a r  (PAY I N ) (PAY O U T ) C O N T R I B U T I O N

1985 $ 100.0 '  - 100.1

1986 2 0 0 . 0 ^  - 333.1

1987 2 00.0  7  - 5 9 1 . 6

1988 9 4 . 0 7 - 761.•

1989 /  ,  -  844.7

1990 -  | J u «  '  9 3 7 ‘ 6
1991 - / / A  '

1992  - A  A  - 1 - 1 5 5 . 2

1993 - U  A  - 1 - 2 8 2 . 3

1994 -  V /  P  -  U m ' 2
1995 - ' A W  -  1 - 5 7 ? . ?

1996 - J  $ 2 4 5 ^  1.495.6

1997 - J y  265 1 , 3 8 0 . 9

1998 - 2 4 1 ^  1,278.9

1999 - 221 1,18 6.7

2000 - 1 7 6 X  1,131.8

2001 - l S l ^  1,097.1

2002 - 4 6 4 ^  729.1

2003 - 424 A  362.6

2004 - 3 8 2 '  0.0

2005 - - 0.0

$ 594.0 $2,569

M 2 6 7 0 . 3 5

36B



w

4 S U S I T N A  H Y D R O E L E C T R I C  P R O J E C T

S TAGED C O N S T R U C T I O N  P R E S E N T A T I O N

STATE C O N T R I B U T I O N  

C O M P A R I S O N  OF PAY IN AND PAY OUT OF FUNDS 

($ M I L L I O N S  NOMINAL)

YEAR

FERC L I C E N S E  C O N C E P T *

RATE

C O N T R I­

BUTI O N  

(PAY IN)

S T A B I L I­

ZATION 

(PAY OUT)

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

RATE

C O N T R I­

BUT I O N  

(PAY IN)

S T A B I L I­

ZAT I O N  

(PAY OUT)

1985 

198 6

1987

1988

1989

1990

1991

1992

1993

1994

1995

1996

1997

1998

1999

2000 

2001 

2002

2003

2004

2005

$ 100 

200 

200 

200 

200 

200 

42

539

547

509

448

408

745

668

550

78

100

200

200

94

245

265

241

221

176

151

464

424

382

$1,142 $4,492 $ 594 $ 2 , 5 6 9

M 2 6 7 0 . 3 3  *

36C

WITH U P D A T E D  E C O N O M I C  AND F I N A N C I A L  ^ R A M E T E R S
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May, 1986

Copies of m i n u t e s  listed b e l o w  w e r e  originally included 
in this file. The m i n u t e s  are available on the STAIRS 
date b a s e  C M  14. In order to save space copies of 
minutes  have not been left in the files.

Jeanie Henry

po u c h y , state cam io i
JUNEAU, AlASKA 99811 

907.465-3600
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