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c u s t o m e r  classes. Thi s  c h a n g e  a d d r e s s e s  the potential p r o b l e m  c r e a t e d  by 

t he original l a n g u a g e  o f  sect i on  2; the far r e a c h i n g  l a n g u a g e  in this 

s e c t i on  e l i m i n a t e s  the A P U C ' s  a b i l i t y  not o n l y  to a p p r ov e  or d i s a p p r o v e  

costs, but also to a l l o c a t e  costs among c u s t o m e r  classes. T h e  original 

l a n g u a g e  o f  sect i o n  2 g oes b e y o n d  p r o v i d i n g  f o r  the a u t o m a t i c  f l o w - t h r o u g h  

o f  B r a d l e y  Lake costs; it al l o w s  u t i l i t ie s  to a t t r i b u t e  m o r e  than an 

a p p r o p r i a t e  s hare o f  total costs to B r a d l e y  Lake, t h e r e b y  by p a ss i n g  the 
r e g u l a t o r y  process.

*  *  *

I hope thi s  i n f o r ma t i o n  is useful. Pl e a se  do not h e s i t a t e  to c o n t a c t  us if 
y o u  have additional questions.

A t t a c h m e n t s
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1 I F  T H E  H O U S E  R E Q U E S T  O F  T H E  G O V E R N O R

2 H O U S E  B I L L  NO. 3 5 6

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

4 F I F 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

5 A  B I L L

6 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  to t h e  a u t h o r i t y  o f  t h e  A l a s k a

/ P u b l i c  U t i l i t i e s  C o m m i s s i o n  i n  c o n n e c t i o n  w i t h  c e r -

8 t a i n  a c t i v i t i e s  o f  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  i n

9 c o n n e c t i o n  w i t h  c a l c u l a t i n g  p o w e r  c o s t  e q u a l i z a t i o n ;

10 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 . "

11 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 F  O F  A L A S K A :

12 *  S e c t i o n  1. A S  4 2 . 0 5 . 4 3 1  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  to

13 r e a d :

14 (c) N o t w i t h s t a n d i n g  (b) o f  t h i s  s e c t i o n ,

15 (1) a w h o l e s a l e  a g r e e m e n t  f o r  t h e  s a l e  o f  p o w e r  f r o m  a

16 p r o j e c t  l i c e n s e d  b y  t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  C o m m i s s i o n  o n  o r

17 b e f o r e  J a n u a r y  1, 1 9 3 7 ,  e n t e r e d  i^.co b e t w e e n  t h e  A l a s k a  P o w e r  A u t h o r i -

18 t y  a n d  o n e  o r  m o r e  o t h e r  p u b l i c  u t i l i t i e s  a f t e r  O c t o b e r  31, 1 9 8 7  a n d

19 b e f o r e  J a n u a r y  1, 1 9 8 8 ,  a n d  r e l a t e d  c o n t r a c t s  f o r  t h e  w h e e l i n g ,  s t o r -

2 0  a g e ,  r e g e n e r a t i o n ,  o r  w h o l e s a l e  r e p u r c h a s e  o f  p o w e r  p u r c h a s e d  u n d e r

*>1 s u c h  a n  a g r e e m e n t ,  a n d  a n y  s u b s e q u e n t  a m e n d m e n t s  to t h e  w h o l e s a l e

2 2  a g r e e m e n t  o r  r e l a t e d  c o n t r a c t ,  a r e  n o t  s u b j e c t  t o  r e v i e w  o r  a p p r o v a l

2 3  b y  t h e  c o m m i s s i o n ;  a n d

2 4  (2) a w h o l e s a l e  ag r e e n -  n t  o r  r e l a t e d  c o n t r a c t  d e s c r i b e d  i n

25 (1) o f  t h i s  s u b s e c t i o n  m»' a c o v e n a n t  f o r  t h e  publ.ic u t i l i t y

26 t o  e s t a b l i s h ,  c h a r g e ,  ar. ’■ ec t  r a t e s  s u f f i c i e n t  to m e e t  i t s  o b l i g a -

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

28 *  Sec .  ? A S  4 2 . 0 5 . 5 1 1  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 ,  to r e a d :

29 (d) A l l  c o s t s  i n c u r r e d  b y  a u t i l i t y  i n  c o n n e c t i o n  w i t h  a
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w h o l e s a l e  a g r e e m e n t  o r  c o n t r a c t  d e s c r i b e d  i n  A S  4 2 . 0 5 . 4 3 1 ( c ) ( 1 ) ,  

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

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

t h e  u t i l i t y .

*  S ec. 3. A S  4 4 . 8 3 . 0 9 0 ( b )  is a m e n d e d  to r e a d :

(b) T h e  a u t h o r i t y  is n o t  s u b j e c t  to t h e  j u r i s d i c t i o n  o f  the

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n .  N o t h i n g  i n  t h i s  c h a p t e r  [AS 4 4 . -

8 3 . 0 1 0  - 4 4 . 8 3 . 4 2 5 ]  g r a n t s  t h e  a u t h o r i t y  a n y  j u r i s d i c t i o n  o v e r  t h e  

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

a l t e r s  t h e  j u r i s d i c t i o n  o f  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  w i t h  

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

h a v e  to r e v i e w  a n d  a p p r o v e  o r  d i s a p p r o v e  c o n t r a c t s  f o r  t h e  p u r c h a s e  o f  

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

c o n t r a c t s  d e s c r i b e d  i n  A S  4 2 . 0 5 . 4 3 1 ' • ; ( ! ) .

*  S e c .  4. A S  4 4 . 8 3 . 1 6 2  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  read:

(p) I n  c a l c u l a t i n g  p o w e r  c o s t  e q u a l i z a t i o n ,  t h e  c o m m i s s i o n  m a y  

n o t  c o n s i d e r  v a l i d a t e d  c o s t s  o r  k i l o w a t t - h o u r  s a l e s  a s s o c i a t e d  w i t h  a 

U n i t e d  S t a t e s  D e p a r t m e n t  o f  D e f e n s e  f a c i l i t y .

*  Sec .  5. T h i s  A c t  is r e t r o a c t i v e  to N o v e m b e r  1, 1 9 8 7 .

*  S e c .  6. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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A T T A C H M E N T  B 

C o m p a r i s o n  o f  t h e  F our D a m  Pool 

and B r a d l e y  Lak e Power S a l es  A g r e e m e n t s



T A B L E  1

C O M P A R I S O N  OF T H E  FOUR D A M  POOL A N D  B R A D L E Y  L AKE POWE' S A L ES  A G R E E M E N T S

F O U R  D A M  POOL

S t a t e  loan: m o r e  f l e x i b l e  re p a y m e n t  

and rate r e o p e n e r

P r o j e ct  m a n a g e d  by Proj e c t

M a n a g e m e n t  C o m m i t t e e  c o m p r i s e d  

o f  a m e m b e r  f r o m  each p u r c h a s i n g  

u t i l i t y

Proj e c t  M a n a g e m e n t  C o m m i t t e e  has 

s i m i l a r  d u t i e s  to the Brad l e y  

Lake P r o j e c t  M a n a g e m e n t  C o m m i t t e e

Deb t rate r e o p e n e r  on d e b t  service 

c o m p o n e n t  only

S t a t e  e q u i t y  = $ 2 9 3 . 3  m i l l i o n

S t a t e  Loan = $ 1 9 1 . 2  m i l lion, 45 y e a r  

term, 4.3 c e n t s / k w h  c u r r e n t  debt 

s e r v i c e  c o m p o n e n t

No ex c es s  p a y m e n t s

D ebt s e r v i c e and O & M  c h a r g e d  for 

p o w e r  sold, any additional sales 

in c r e a s e s r e v e n u e s  to the State

B R A D L E Y  LAKE 

B o n d e d  i n d e b t e d ne s s :  30 y e a r  payments

Proj e c t  m a n a g e d  by Proj e c t

M a n a g e m e n t  C o m m i t t e e  c o m p r i s e d  

of  a m e m b e r  f r o m  eac h  p u r c h a s i n g  

u t i l i t y

Proj e c t  M a n a g e m e n t  C o m m i t t e e  has 

s i m i l a r  rol e  but A P A  has re q u i r e d  

a f f i r m a t i v e  v o t e  in some cases

Set d e b t  p a y m e n t s  o v e r  30 years, no 

rat e r e o p e n e r  on d e b t  serv ic e

S t a t e  E q u i t y  p r o v i d e d  = $181 m i l l i o n *

B o n d e d  D e b t  up to $ 17 5  m i l l i o n

Excess P ay m e n t s  o f  up to 4 c e n t s / k w h  

for the y e a r s  31-50, p r e s e n t  

v a l u e o f  p a y m e n t s  eq u a l s  a p p r o x i m a t e l y  

$10 m i l l i o n

T a k e - o r - p a y  c o n t r a c t  f o r  1 00% of 

p r o j e ct  p o w e r

* Based on e s t i m a t e d  c o n s t r u c t i o n  costs.

Note: T h e s e  p r o v i s i o n s  are based on a r e v i e w  o f  the  B r a d l e y  Lake H y d r o e l e c t r i c  

Project, A g r e e m e n t  for the Sale and P u r c h a s e  o f  E l e c t r i c  P o w e r  and 

L o n g - T e r m  P o w e r  Sales Agree m e nt ,  Fou r  Da m  Pool - Initial P r o j e c t  o f  the 

A l a s k a  P o w e r  Auth o r i ty .

P r e p a r e d  by th e  H o u s e  R e s e a r c h  Agency, J a n u a r y  1988, (88.119).



A T T A C H M E N T  C 

A l t e r n a t i v e  L a n g u a g e  1



BILL ROOT: HB0356

BILL NUMBER: HB 356 INTRODUCED: 1/13/88 REFERRED:

Judiciary and Finance

C pnM C fiD .

BY T H E  R U L E S C O M M I T T E E  BY 

R E Q U E S T  OF T H E  G O V E R N O R

H O U S E  BILL NO. 356 

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

F I F 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  BILL

"An A c t  r e l a t i n g  to the a u t h o r i t y  of  the A l a s k a  

P u b l ic  U t i l i t i e s  C o m m i s s i o n  in c o n n e c t i o n  w i t h  c e r­

tain a c t i v i t i e s  o f  the A l a s k a  P o w e r  A u t h o r i t y  and in 

c o n n e c t i o n  w i t h  c a l c u l a t i n g  p o w e r  cost  e q u a l i z a ti o n ;  

and p r o v i d i n g  for an e f f e c t i v e  date."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A TE  OF ALASKA:

* S e c t i o n  1. AS 4 2 . 0 5 . 4 3 1  is a m e n d e d  by ad di n g  a n e w  s u b s e c t i o n  to 

read:

(c) N o t w i t h s t a n d i n g  (b) o f  this section,

(1) a w h o l e s a l e  a g r e e m e n t  for the sal e  o f  p o w e r  f r o m  a 

p r o j e c t  l i c e n s e d  by the Federal En e r g y  R e g u l a t o r y  C o m m i s s i o n  on or 

be f o r e  J a n u a r y  1, 1987, and r e l a t e d  c o n t r a c t s  for the w h e e l i n g ,  s t o r­

age. rege n e r a t i o n ,  or w h o l e s a l e  r e p u r c h a s e  o f  p o w e r  p u r c h a s e d  u nder 

such an a greement, and any s u b s e q u e n t  amendm en t s ,  e n t e r e d  into b e­

tween the A l a s k a  P o w e r  A u t h o r i t y  and one or m o r e  o t h e r  p u b l i c  u t i l i­

ties a f t e r  O c t o b e r  31, 1987 and be f o r e  J a n u a r y  1, 1988, [AND 

R E L A T E D  C O N T R A C T S  FOR TH E  WH E E L I N G , STORAGE, R EG E N E R A T I O N ,  O R  W H O L E S A L E  

R E P U R C H A S E  O F  P O W E R  P U R C H A S E D  U N D E R  SUCH AN A G R E E M E N T ,  A N D  A N Y  S U B­

SE Q U E N T  A M E N D M E N T S ]  are not s u b j e c t  to r e v i e w  or approval by the 

c o m m i s si o n ;  and

(2) a w h o l e s a l e  a g r e e m e n t  or r e l a t e d c o n t r a c t  d e s c r i b e d  in

(1) o f  this s u b s e c t i o n  m a y  c o n t a i n a c o v e n a n t  for the p u b l i c  u t i l i t y  

to establ i s h ,  charge, and c o l l e c t  rates s u f f i c i e n t  to m e e t  the A l a s k a  

P o w e r  A u t h o r i t y ' s  financial [ITS] o b l i g a t i o n s  u n d e r  the c o ntract; such 

a c o v e n a n t  is v a l i d  and enfo r c e a b le .

*  Sec. 2. A S  4 2 . 0 5 . 5 1 1  is a m e n d e d  by adding a ne w  s u b s e c t i o n  to read:

(d) [ALL] P o w e r  and t r a n s m i s s i o n  costs i n c u r re d  by a u t i l i t y  

in c o n n e c t i o n  w i t h  a w h o l e s a l e  a g r e e m e n t  o r  c o n t r a c t  ( e s c r i b e d  

in AS 4 2 . 0 5 . 4 3 1 ( c ) ( 1 ) ,  [INCLUDING, W I T H O U T  L I M I T ATION, P O W E R  A N D  

O T H E R  COSTS] i n c u r " e d  u n d e r  such an a g r e e m e n t  or con t r a c t,  m u s t  be 

a l l o w e d  in th e  r a t es  c h a r g e d  by the  utility.



Sec. 3. A S  4 4 . 8 3 . 0 9 0 ( b )  is a m e n d e d  to read:

(b) T h e  a u t h o r i t y  is not s u b j e c t  to the j u r i s d i c t i o n  o f  the 

A l a s k a  Pub l i c  U t i l i t i e s  Co m m i s s i on .  N o t h i n g  in this c h a p t e r  [AS 44.-

8 3 . 0 1 0  - 4 4 . 83 . 4 2 5 ]  g r a n t s  the a u t h o r i t y  any j u r i s d i c t i o n  o v e r  the 

s e r v i c e s  or rates o f  any p u b l i c  u t i l i t y  or d i m i n i s h e s  or o t h e r w i s e  

al t e r s  che j u r i s d i c t i o n  o f  the A l a s k a  Public U t i l i t i e s  C o m m i s s i o n  with 

r e s p e c t  to any pu b l i c  utility, i n c l u d i n g  any r i g h t  the c o m m i s s i o n  may 

have to r e v i e w  and a p p r o v e  o r  d i s a p p r o v e  c o n t r a c t s  for the p u r c h a s e  of 

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

c o n t r a c t s  d e s c r i b e d  in AS 4 2 . 0 5 . 4 3 1 ( c ) ( 1 ) .

Sec. 4. A S  4 4 . 8 3 . 1 6 2  is a m e n d e d  by ad di n g  a n e w  s u b s e c t i o n  to read:

(p) In c a l c u l a t i n g  p o w e r  c ost e q u a l i za t i o n ,  the c o m m i s s i o n  may 

not c o n s i d e r  v a l i d a t e d  c osts or k i l o w a t t - h o u r  sales a s s o c i a t e d  w i t h  a 

U n i t e d  S t a t e s  D e p a r t m e n t  o f  D e f e n s e  facility.

Sec. 5. T his A c t  is r e t r o a c t i v e  to N o v e m b e r  1, 1987.

Sec. 6. This Act takes effect immediately under AS 01.10.070(c).
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BY T H E  R U L E S  C O M M I T T E E  BY 

R E Q U E S T  OF T H E  G O V E R N O R

H OUSE BILL NO. 356 

IN T H E  ' 'cSilaLATURE OF THE S T A T E  OF A L A S K A  

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

A BILL

"An Ac t r e l a ti n g  to the a u t h o r i t y  of the A l a s k a  

Public U t i l i t ie s  C o m m i s s i o n  in c o n n e c t i o n  w i t h  c e r­

tain activ i t i e s  of the A l a s k a  Po w e r  A u t h o r i t y  and in

c o n n e c t i o n  w ith c a l c u l a t i n g  p o w e r  c o s t  e q u a l i z a t i o n;

and p r o v i d i n g  for an e f f e c t i v e  date."

BE IT E N A C T E D  BY TH E  L E G I S L A T U R E  OF T H E  S TATE OF ALASKA:

* S e c t i o n  1. AS 42. 0 5. 4 3 1  is amended by adding a n e w  s u b s e c t i o n  to 

read:

(c) N o t w i t h s t a n d i n g  (b) of this section,

(1) a w h o l e s a l e  a g r e e me n t  for th e  sale o f  p o w e r  f r o m  a

p r o j e c t  l i ce n s e d  by the Feoeral Energy R e g u l a t o r y  C o m m i s s i o n  on or

b e f o r e  J a n u a r y  1, 1987, e n t e re d  into betw e e n the A l a s k a  P o w e r  A u t h o r i­

ty and on e  or mo r e  o t h er  pub l i c ut il i t i e s  a f t e r  O c t o b e r  31, 1987 and

b e f o r e  J a n u a r y  1, 1988, [AND R E L A T E D  C O N T R A C T S  FOR T H E  WHE E LI N G ,  S T O R­

AGE, REGEN E R A T I O N , O R  W H O L E S A L E  R E P U R C H A S E  OF P O W E R  P U R C H A S E D  U ND E R  

S UCH AN AGRE EM E N T ,  A N D  ANY  S U B S E Q U E N T  A M E N D M E N T S  TO T H E  W H O L E S A L E

A G R E E M E N T  O R  R E L A T E D  CONTRACT, AR E  NOT S U B J E C T  TO R E V I E W  O R  A P P R O V A L  

BY T H E  C OM M I S S I O N ; AND]

(2) a w h o l e s a l e  a g r e em e n t  [OR R E L A T E D  CO N T RA C T ]  d e s c r i b e d  in

(1) o f  this s u b s e c t i o n  ma y  c o n ta i n  a c o v e n a n t  for the p u b l i c  u t i l i t y  

to e s tablish, charge, and c o l l e c t  rates s u f f i c i e n t  to m e e t  its o b l i g a­

tions u n d e r  the contract; such a c o v e n a n t  is valid and e n f o r ce a b l e .

* S:c. 2. AS 42. 0 5 . 5 1 1  is amend e d  by adding a n e w  s u b s e c t i o n  to read:

(d) [ALL C O S T S  INCUR R E D  BY A U T I L I T Y  IN C O N N E C T I O N  W I T H  A 

W H O L E S A L E  A G R E E M E N T  OR C O N T R A C T  D E S C R I B E D  IN A S  4 2 . 0 5 . 4 3 1 ( c ) ( 1 ) ,  

INCLUDING, W I T H O U T  LIMITATION, P OWER AN D  O T H E R  C O ST S  I N C U R R E D  U N D E R 

S U C H  A N  A G R E E M E N T  O R  CONTRACT, M U S T  BE A L L O W E D  IN T H E  R A T E S  C H A R G E D  BY 

T H E  U T I LITY.]

(d) The c o m m i s s i o n  shall a l l o w  rela t e d contracts, i n c l u d i n g  s ub s e q u e n t  

a m endments, between uti l i t i es  s u f f i c i e n t to e n ab l e  p e r f o r m a n c e  u n d e r  

the w h o l e s a l e  p ow e r  agr ee m e n t  d e s c r i b e d  in (c)fll above.



* Sec. 3. AS 44.83.090(b) is amended to read:

(b) The a u t h o r i t y  is not s u b j e c t  to the j u r i s d i c t i o n  of  the 

A l a s k a  Pu b l i c  Util i t i e s  Commission. N o t h i n g  in this c h a p t e r  [AS 44.-

8 3 . 0 1 0  - 44.83.425] gra n t s  the a u t h o r i t y  any j u r i s d i c t i o n  o v e r  the 

s e r v i c e s  or rates of any public u t i l i t y  o r  d i m i n i s h e s  or o t h e r w i s e  

alters the j u r i s d i c t i o n  of the A l a s k a  Public U t i l i t i e s  C o m m i s s i o n  with 

r e s p e c t  to any public utility, inc l ud i n g  any r i g h t  the c o m m i s s i o n  may 

have to r e v i e w  and approve or d i s a p p r o v e  c o n t r a c t s  for the p u r c h a s e  o f  

e l e c t r i c i t y  by a public util i t y o t h e r  than w h o l e s a l e  a g r e e m e n t s  and 

c o n t r a c t s  d e s c r i b e d  in A S  4 2 . 0 5 . 4 3 1 ( c) ( 1 )  and A S  4 2 . 0 5 . 0 1 1  (d).

* Sec. 4. A S  44. 83 . 1 6 2  is amended by ad di n g  a n e w  s u b s e c t i o n  to read:

(p) In c a l c u l a t i n g  power cost e q u a l i z a ti o n ,  the c o m m i s s i o n  ma y

not c o n s i d e r  v a l i d a t e d  costs or k i l o w a t t - h o u r  sales a s s o c i a c e d  w i t h  a 

U n i t e d  St a te s  D e p a r t m e n t  of D e f e n s e  facility.

* Sec. 5. Thi s  A c t  is r e t r o a c t iv e  to N o v e m b e r  1, 1987.

* Sec. 6. This Act takes effect immediately under AS 01.10.070(c).
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BY TH E  R ULES C O M M I T T E E  BY 

R E Q U E S T  OF T H E  G O V E R N O R

H O U S E  BILL NO. 356 

IN TH E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A  

F I F 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  BILL

"An A c t  r e l a t i n g  to th e  a u t h o r i t y  o f  the A l a s k a  

P u b l i c  U t i l i t i e s  C o m m i s s i o n  in c o n n e c t i o n  w i t h  c e r­

tain a c t i v i t i e s  o f  the A l a s k a  P o w e r  A u t h o r i t y  and in

c o n n e c t i o n  w i t h  c a l c u l a t i n g  p o w e r  c ost e q ua l i z a t i o n;  

and p r o v i d i n g  fo r  an e f f e c t i v e  date."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E O F  ALASKA:

* i. .-ction 1. A S  4 ? . 0 5 . 4 3 1  is a m e n d e d  by a dd i n g  a n ew  s u b s e c t i o n  to 

read:

(c) N o t w i t h s t a n d i n g  (b) of  this section,

(1} a w h o l e s a l e  a g r e e m e n t  f o r  t h e  sal-* o f  p o w e r  fr o m  a 

p r o j e c t  l i c e n s e d  by the Federal Energy R e g u l a t o r y  C o m m i s s i o n  on or 

b e f o r e  J a n u a r y  1, 1987, e n t e r e d  into b e t w e e n  the A l a s k a  P o we r  A u t h o r i­

ty and on e  or m o r e  o t h e r  p u b l i c  u t i l i t i e s  a f t e r  O c t o b e r  31, 1987 and

b e f o r e  J a n u a r y  1, 1988, [AND R E L A T E D  C O N T R A C T S  FOR T H E  WHEELING, S T O R­

AGE, R E G E N E R A T I O N ,  O R  W H O L E S A L E  R E P U R C H A S E  OF P O W E R  P U R C H A S E D  U N D E R  

S UCH A N  A G R E E M E N T ,  A N D  A N Y  S U B S E Q U E N T  A M E N D M E N T S  TO T H E  W H O L E S A L E  

A G R E E M E N T  O R  R E L A T E D  C O N TRACT, A R t  N O T  S U B J E C T  T O  R E V I E W  O R  A P P R O V A L  

BY T H E  C O M M I S S I O N ]  A N D  is not subj e c t to r e v i e w  or approval by the 

c o m m i s s i o n .

(2) a w h o l e s a l e  a g r e e m e n t  [OR R E L A T E D  CON T R A C T ] d e s c r i b e d  in 

(1) o f  t h i s  s u b s e c t i o n  m a y  c o n t ai n  a c o v e n a n t  fo r  th e  p u b l i c  u t i l i t y  

to e s t a b l i s h ,  charge, and c o l l e c t  r ates s u f f i c i e n t  to m e e t  its o b l i g a­

tions u n d e r  the con t r a c t ;  such a c o v e n a n t  is v a l i d  and e n f or ceable.

* Sec. 2. A S  4 2 . 0 5 . 5 1 1  is a m e n d ed  by add i n g  a n e w  s u b s e c t i o n  to read:

(d) [ALL C O S T S  I N C U R RE D  BY A  U T I L I T Y  IN C O N N E C T I O N  W I T H  A 

W H O L E S A L E  A G R E E M E N T  O R  C O N T R A C T  D E S C R I B E D  IN A S  4 2 . 0 5. 4 3 1 ( c ) ( 1 ) ,  

I NCLUDING, W I T H O U T  LIMITATION, P O W E R  A N D  O T H E R  C O ST S  I N C U R R E D U N D E R  

S U C H  A N  A G R E E M E N T  O R  C O NTRACT, M U S T  BE A L L O W E D  IN T H E  RATES C H A R G E D  BY 

T H E  U T I L I T Y . ]

(d) A c o n t r a c t  for wh eeling, storage, r e g e n e r a t i o n ,  or w h o l e s a l e  

r e p u r c h a s e  o f  p o w e r  p u r c h a s e d  u n d e r  a w h o l e s a l e  a g r e e m e n t  in (c)(1), 

is not s u b j e c t  to c o m m i s s i o n  r e v i e w  exc e p t  as to the c osts and t he i r  

a l l o c a t i o n  t h r o u g h  rates.



Sec. 3. AS 4 4 . 83 . 0 9 0 ( b )  is a m e n de d  to read:

(b) Th e  a u t h o r i t y  is not s u b je c t  to the j u r i s d i c t i o n  of the 

A l a s k a  Pu b li c  U t i l i t i e s  Co m m i s s i on .  N o t h i n g  in this c h a p t e r  [AS 44.-

8 3 . 0 1 0  - 4 4 . 8 3 . 4 2 5 ]  g r a n t s  the a u t h o r i t y  any j u r i s d i c t i o n  o v e r  the 

s e r v i c e s  or rates of  any p u b l i c  u t i l i t y  or d i m i n i s h e s  or o t h e r w i s e  

al t e r s  th e  j u r i s d i c t i o n  o f  the A l a s k a  Pub l i c  U t i l i t i e s  C o m m i s s i o n  with 

r e s p e c t  to any p u b l i c  utility, incl u d i n g  any r i g h t  the c o m m i s s i o n  may 

hav e to r e v i e w  and a p p r o v e  or d i s a p p r o v e  c o n t r a c t s  for the p u r c h a s e  of 

e l e c t r i c i t y  by a pu b l i c  u t i l i t y  o t h e r  t h a n  w h o l e s a l e  a g r e e m e n t s  and 

c o n t r a c t s  d e s c r i b e d  in AS 4 2 . 0 5 . 4 3 1 ( c ) ( 1 )  and AS 4 2 . 0 5 . 5 1 1 (d ) .

Sec. 4. A S  4 4 . 8 2 . 1 6 2  is a m e n d e d by ad d i n g  a n e w  s u b s e c t i o n  to read:

(p) In c a l c u l a t i n g  p o w e r  c ost e q u a l i z a ti o n ,  the c o m m i s s i o n  may 

not c o n s i d e r  v a l i d a t e d  c osts or k i l o w a t t - h o u r  sales a s s o c i a t e d  w ith a 

U n i t e d  S t a t e s  D e p a r t m e n t  of  D e f e n s e  facility.

Sec. 5. T h i s  A c t  is r e t r o a c t i v e  t o ' N o v e m b e r  1, 1987.

Sec. 6. This Act takes effect immediately under AS 01.10.070(c).



A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  

C o m m e n t s  o n  H B 3 5 6  

J a n u a r y  26, 1988

X. o v e r a l l  A n a l y s i s

T h e  C o m m i s s i o n  c o n c u r s  t h a t  e x e m p t i o n  o f  the w h o l e s a l e  p o w e r  c o n­
t r a c t  b e t w e e n  t h e  A l a s k a  P o w e r  A u t h o r i t y  (APA) a n d  p u r c h a s i n g  
u t i l i t i e s  f r o m  C o m m i s s i o n  r e v i e w  a n d  a p p r o v a l  is n e c e s s a r y  to 
m e a t  t h e  c o n s t r u c t i o n  s c h e d u l e  f o r  t h e  B r a d l e y  L a k e  H y d r o e l e c t r i c  
P r o j e c t  ( B r a d l e y  Lake) e s t a b l i s h e d  b y  t h e  APA. T h e r e f o r e ,  if the 
L e g i s l a t u r e  s u p p o r t s  t h i s  s c h e d u l e ,  H B 3 5 6  B h o u l d  b e  e n a c t e d  i n­
so f a r  as it  p r o v i d e s  t h a t  "a w h o l e s a l e  a g r e e m e n t  f o r  t h e  s a l e  of 
p o w e r  f r o m  a p r o j e c t  l i c e n s e d  b y  t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  
C o m m i s s i o n  o n  o r  b e f o r e  J a n u a r y  1, 1987, e n t e r e d  in t o  b e t w e e n  the 
A l a s k a  P o w e r  A u t h o r i t y  a n d  o n e  o r  m o r e  o t h e r  p u b l i c  u t i l i t i e s  
a f t e r  O c t o b e r  31, 1987, a n d  b e f o r e  J a n u a r y  1, 1 9 8 8 . . . [is] n o t  
s u b j e c t  t o  r e v i e w  o r  a p p r o v a l  b y  t h e  c o m m i s s i o n . "

n h e  C o m m i s s i o n  a l s o  b e l i e v e s  t h a t  t h e  f o r e g o i n g  e x e m p t i o n  p r o­
te c t s  t h e  A P A 1e b o n d h o l d e r s  b y  o b l i g a t i n g  t h e  C o m m i s s i o n  to h o n o r  
t h r o u g h  r a t e s  t h a  t e r m s  a n d  c o n d i t i o n s  n e g o t i a t e d  b e t w e e n  t h e  A P A  
a n d  t h e  u t i l i t i e s .  T h e r e f o r e ,  t h e  p r o v i s i o n  in H B 3 5 6  w h i c h  
s t a t e s  t h a t  t h e  w h o l e s a l e  p o w e r  a g r e e m e n t  m a y  c o n t a i n  a v a l i d  and 
e n f o r c e a b l e  c o v e n a n t  f o r  t h e  u t i l i t y  t o  e s t a b l i s h  r a t e s  s u f f i­
c i e n t  to  m e e t  its o b l i g a t i o n s  u n d e r  t h e  c o n t r a c t  a p p e a r s  t o  be 
r e d u n d a n t  b u t  is c e r t a i n l y  n o t  o b j e c t i o n a b l e  i n s o f a r  as it c o n­
c e r n s  t h e  w h o l e s a l e  p o w e r  a g r e e m e n t  b e t w e e n  t h e  A P A  a n d  t h e  p u r­
c h a s i n g  u t i l i t i e s .

H o w e v e r ,  t h e  C o m m i s s i o n  h a s  q u e s t i o n s  r e g a r d i n g  t h e  p r o v i s i o n s  of 
H B 3 5 6  w h i c h  e x e m p t  f r o m  C o m m i s s i o n  r e v i e w  a n d  a p p r o v a l  tha " r e­
l a t e d  c o n t r a c t s  for t h e  w h e e l i n g ,  sto r a g e ,  r e g e n e r a t i o n ,  o r  
w h o l e s a l e  r e p u r c h a s e  o f  p o w e r  p u r c h a s e d  u n d e r  s u c h  an a g r e e m e n t  
a n d  a n y  s u b s e q u e n t  a m e n d m e n t s "  t o  t h o s e  c o n t r a c t s .  T h e  C o m m i s­
s i o n  u n d e r s t a n d s  t h a t  " r e l a t e d  c o n t r a c t s "  a r e  t h e  s e r v i c e s  a g r e e­
m e n t s  b e t w e e n  t h e  u t i l i t i e s  p u r c h a s i n g  B r a d l e y  L a k e  p o w e r  w h i c h  
f o c u s  o n  a r r a n g e m e n t s  f o r  t h e  t r a n s m i s s i o n  of  t h e  power. T h e  
s a o p e  o f  " s u b s e q u e n t  a m e n d m e n t s "  is n o t  d e f i n e d .

T h e  C o m m i s s i o n  b e l i e v e s  t h a t  fi v e  b a s i c  q u e s t i o n s  3h o u l d  b e  a n­
sw e r e d  b e f o r e  t h e s e  a g r e e m e n t s  a r e  e x e m p t e d  f r o m  C o m m i s s i o n  r e­
view. First, is t o t a l  e x e m p t i o n  o f  tha a g r e e m e n t s  f r o m  C o m m i s­
si o n  r e v i e w  n e c e s s a r y  in o r d e r  f o r  t h e  c o n s t r u c t i o n  of B r a d l e y  
L a k e  t o  p r o c e e d  o n  s c h e d u l e ?  S e c ond, are t h e r e  p u b l i c  p o l i c y  
r e a s o n s  n o t  t o  e x e m p t  t o t a l l y  the r e l a t e d  c o n t r a c t s  f r o m  C o m m i s­
sio n  r e v i e w ?  Third, a r e  t h e r e  r e g u l a t o r y  p o l i c y  r e a s o n s  n o t  to
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e x e m p t  t o t a l l y  t h e  r e l a t e d  c o n t r a c t s  fr o m  C o m m i s s i o n  r e v i e w ?  
F o u r t h ,  s h o u l d  t h e  r a t a  c o v e n a n t  p r o v i s i o n s  be  e x t e n d e d  to the 
" r e l a t e d  c o n t r a c t s ?  Fifth, what, if any, e x e m p t i o n  s t a t u s  is 
a p p r o p r i a t e  f o r  " s u b s e q u e n t  a m e n d m e n t s "  to  r e l a t e d  c o n t r a c t s ?

T h e  C o m m i s s i o n  d o e s  n o t  b e l i e v e  t h a t  it is n e c e s s a r y  t o  e x e m p t  
t o t a l l y  t h e  r e l a t e d  c o n t r a c t s  f r o m  C o m m i s s i o n  r a v i e w  in o r d e r  for 
B r a d l e y  L a k e  c o n s t r u c t i o n  to  p r o c e e d  o n  s c h e d u l e .  T h e  A P A  is not 
a s i g n a t o r y  to t h e  r e l a t e d  c o n t r a o t a  and t h e  c o s t s  f o r  s e r v i c e s  
p u r s u a n t  t o  t h e  r e l a t e d  c o n t r a c t s  a r e  n o t  p a r t  of t h e  f i n a n c i a l  
c o m m i t m e n t s  t o  b o n d h o l d e r s .  T h e r e f o r e ,  it is n o t  n a c e s s a r y  to 
e x t e n d  t o  t h e  r e l a t e d  c o n t r a c t s  t h a  s a m e  r a t e  c o v e n a n t  and c o s t  
r e a o v e r y  p r o v i s i o n s  w h i c h  a p p l y  to  t h e  w h o l e s a l e  p o w e r  a g r e e m e n t  
b e t w e e n  t h e  A P A  a n d  t h e  u t i l i t i e s .  T h a  C o m m i s s i o n  is u n a w a r e  of 
a n y  o t h e r  l e g a l  r e q u i r e m e n t  f o r  t o t a l  e x e m p t i o n  of the " r e l a t e d  
o o n t r a o t s . "

T h e  C o m m i s s i o n  a l s o  b e l i e v e s  t h a t  it w o u l d  be  p o o r  p u b l i c  p o l i c y  
t o  e x e m p t  t o t a l l y  t h a  r e l a t e d  a g r e e m e n t s  f r o m  C o m m i e s i o n  review. 
B e c a u s e  t h e  A P A  is n o t  a s i g n a t o r y  to  t h e  r e l a t e d  c o n t r a c t s ,  t h e  
A P A  B o a r d  o f  D i r e c t o r s  h a s  n o t  r e v i e w e d  t h e  c o n t r a o t a  in t h e  sa m e  
p u b l i c  p r o c e s s  o r  w i t h  t h e  s a m e  d i l i g e n c e  as t h a  w h o l e s a l e  p o w e r  
a g r e e m e n t  itself. T h e  r e l a t e d  c o n t r a c t s  a r e  t h e  t y p e  o f  a g r e e­
m e n t  w i w c h  a r e  t y p i c a l l y  s u b j e c t  t o  r e g u l a t o r y  o v e r s i g h t  a n d  an 
e x e m p t i o n  i n  t h i s  a a s e  w o u l d  b e  c o n t r a r y  to  t h e  p u b l i c  p o l i c y  
e s t a b l i s h e d  in AS  4 2 . 0 5  r e g a r d i n g  t h e  C o m m i s s i o n ' s  r e g u l a t i o n  of 
u t i l i t i e s .

Finally, t h e  C o m m i s s i o n  b e l i e v e s  t h a t  t o t a l  e x e m p t i o n  of the r e­
l a t e d  c o n t r a c t s  f r o m  C o m m i s s i o n  r e v i e w  p r e s e n t s  s i g n i f i c a n t  r e g­
u l a t o r y  p r o b l e m s .  T h e  " r e l a t e d  c o n t r a c t s "  a f f e c t  t h e  o v e r a l l  
o p e r a t i o n  of  t h e  c o n t r a c t i n g  u t i l i t i e s  a n d  i n v o l v e  f a o i l i t i e n  
w h i c h  a r e  n o t  d e d i c a t e d  s o l e l y  t o  B r a d l e y  L a k e  b u t  w h i c h  a r e  c o m­
m o n  f a c i l i t i e s  u s e d  to  p r o v i d e  s e r v i c e s  t o  all c u e t o m e r s .  A s  
such, t h e  a g r e s a e n t s  r a i s e  b a s i c  i s s u e s  w i t h  r e s p e c t  t o  d i v i d i n g  
c o s t s  b e t w e e n  r e g u l a t e d  ( n o n - B r a d l e y  Lake) a n d  u n r e g u l a t e d  
( B r a d l e y  Lake) f u n o t i o n e .  T o  i l l u s t r a t e s

- I f  e x e m p t i o n  e x t e n d s  t o  f a c i l i t i e s  u s e d  o r  e x p e n s e s  i n c u r r e d  
t o  r e g e n e r a t e ,  wh e e l ,  s t o r e  a n d  t r a n s m i t  B r a d l e y  L a k e  P o w e r  and 
n o n - B r a d l e y  L a k e  power, t h e  g e n e r a t i o n  a n d  t r a n s m i s s i o n  o p e r a­
t i o n s  of t h e  r e g u l a t e d  s i g n a t o r y  u t i l i t i e s  a r e  e s s e n t i a l l y  e x e m p t  
f r o m  e c o n o m i c  r e g u l a t i o n .

- I f  e x e m p t i o n  m e a n s  t h a t  o n l y  n o n - B r a d l s y  L a k e  f a c i l i t i e s  
a n d  e x p e n s e s  are j u r i s d i c t i o n a l  to t h e  C o m m i s s i o n ,  s i g n i f i c a n t  
r a t e  i m p l i c a t i o n s  arise. S e t t i n g  a s i d e  t h e  a r g u m e n t s  a n d  c h a l­
le n g e s  a s s o c i a t e d  w i t h  a l l o c a t i n g  i n v e s t m e n t  a n d  e x p e n s e s  b e t w e e n  
r e g u l a t e d  a n d  u n r e g u l a t e d  p o r t i o n s  o f  a wh o l e ,  t h e r e  is n o  a s­
s u r a n c e  t h a t  t h e  s u m  of t h e  u n r e g u l a t e d  a n d  r e g u l a t e d  p a r t s  w o u l d  
e q u a l  t h e  whole, t h e r e b y  c r e a t i n g  a s i t u a t i o n  of e i t h e r  c v e r -  
r e c o v e r y  o r  u n d a r r e o o v e r y  for the a f f e c t e d  u t i l i t i e s .  In o t h e r  
words, t h a  c u s t o m e r s  of a p u r c h a s i n g  u t i l i t y  c o u l d  p a y  t o o  m u c h
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o r  n o t  e n o u g h  d e p e n d i n g  on  t h e  p a r t i c u l a r  o i r c u m s t & n c a ,  w i t h  tha 
r e s u l t  t h a t  t h e  c u s t o m e r s  of t h e  t r a n s m i t t i n g  u t i l i t y  w o u l d  
e i t h e r  b e  s u b s i d i z e d  o r  b e  s u b s i d i z i n g  t h e  c u s t o m e r s  of t h e  p u r­
c h a s i n g  u t i l i t y .  It h a s  b e e n  t h i s  C o m m i s s i o n ' s  e x p e r i e n c e  t h a t  
t h e  i s s u e  of w h i c h  c u s t o m e r s  s h o u l d  b e a r  w h a t  s h a r e  of an i n v e s t­
m e n t  o r  e x p e n s e  is u s u a l l y  m o r e  i m p o r t a n t  t h a n  t h e  q u e s t i o n  of 
t h e  t o t a l  c o s t  w h i c h  m u s t  b e  paid.

- I f  e x e m p t i o n  m e a n s  t h a t  t h e  C o m m i s s i o n  o r  a n y  c o n s u m e r s  
c a n n o t  c h a l l e n g e  t h e  " r e l a t e d n e s s "  o f  a s u b s e q u e n t  i n v e s t m e n t  or 
e x p e n s e  r e l a t i n g  t o  B r a d l e y  Lake, a s u b s t a n t i a l  "h o l e "  in t h e  
C o m m i s s i o n ' s  c u r r e n t  j u r i s d i c t i o n  w o u l d  exist.

T h e  C o m m i s s i o n  a l s o  b e l i e v e s  t h a t  the p r o v i s i o n  e n s u r i n g  the* e n­
f o r c e a b i l i t y  of r a t e  o o v a n a n t s  s h o u l d  n o t  b e  e x t e n d e d  to " r e l a t e d  
c o n t r a c t s . "  T h o s e  c o n t r a c t s  are s o l e l y  b e t w e e n  u t i l i t i e s ;  u t i l i­
t i e s  s h o u l d  n o t  b e  a l l o w e d  to  e s t a b l i s h ,  Isy p r i v a t e  c o n t r a c t ,  
r a t e  c o v e n a n t s  w h i c h  w o u l d  b e  b i n d i n g  o n  t h e  C o m m i s s i o n .

W h i l e  t h e  C o m m i s s i o n  b e l i e v e a  t h a t  it is i m p o r t a n t  t h a t  ita 
j u r i s d i c t i o n  t o  r e g u l a t e  t h a  r a t e s  for s e r v i c e s  p r o v i d e d  u n d e r  
t h a  r e l a t e d  c o n t r a c t s  b e  p r e s e r v e d ,  t h e  C o m m i s s i o n  a l a o  r e c o g­
n i z e s  t h a t  t h e  u t i l i t i e s  p u r c h a s i n g  B r a d l e y  L a k e  p o w e r  m u s t  be 
a s s u r e d  t h a t  t h e  p o w e r  c a n  be  t r a n s m i t t e d  f r o m  t h e  p r o j e c t  s i t e  
to  t h e i r  s e r v i c e  a r e a  o r  that, a l t e r n a t i v e l y ,  t h e r e  c a n  b e  an 
" a d m i n i s t r a t i v e "  o r  "paper" t r a n s f e r  of t h a  power. T h e r e f o r e ,  
t h e  C o m m i s s i o n  b e l i e v e j  t h a t  t h e  r e l a t e d  c o n t r a c t s  b e t w e e n  the  
u t i l i t i e s ,  t o  t h e  e x t e n t  t h a t  t h e y  e s t a b l i s h  o p e r a t i o n a l  m e t h o d s  
t o  a s s u r e  s u c h  d e l i v e r y  of power, a r e  n e c e s s a r y  a n d  a p p r o p r i a t e  
a n d  s h o u l d  b e  e x e m p t  f r o m  C r a m i s a i o n  review. Thus, t h e  C o m m i s­
s i o n  r e c o m m s n d s  t h a t  H B 3 5 6  p r o v i d e  t h a t  t h e  o p e r a t i o n a l  a s p e c t s  
d e s i g n e d  t o  a s s u r e  d e l i v e r y  of p o w e r  b e  e x e m p t  f r o m  C o m m i s s i o n  
a p p r o v a l ,  b u t  t h a t  t h e  C o m m i s s i o n ' s  a u t h o r i t y  to e v a l u a t e  c o s t s  
a n d  e s t a b l i s h  r a t e s  f o r  se>*vioes b e  p r e s e r v e d .

II. R e s p o n s e  to H o u s e  j u d i c i a r y  C o m m i t t e e  I n q u i r i e s

T h e r e  a r e  f o u r  m a j o r  d i f f e r e n c e s  b e t w e e n  3B 2 2  a n d  HB 3 5 6 ,  o t h e r  
t h a n  e l i m i n a t i o n  of s e c t i o n s  r e g a r d i n g  u t i l i t y  d e r e g u l a t i o n .

T h e  first, a n d  m o s t  s i g n i f i c a n t ,  d i f f e r e n c e  i3 t h a t  S B 2 2  e x e m p t e d  
f r o m  C o m m i s s i o n  r e v i e w  a n d  a p p r o v a l  o n l y  t h e  w h o l e s a l e  p o w e r  c o n­
t r a c t  f o r  B r a d l e y  L a k e  p o w e r  and d i d  n o t  e x e m p t  " r e l a t e d  c o n­
t r a c t s  f o r  t h e  w h e e l i n g ,  storage, r e g e n e r a t i o n ,  or w h o l e s a l e  
r e p u r c h a s e  o f  p o w e r  a n d  a n y  s u b s e q u e n t  a m e n d m e n t s . "  T h e s e  " r e­
l a t e d  c o n t r a c t s  a n d  s u b s e q u e n t  a m e n d m e n t s , "  w e r e  n o t  m e n t i o n e d  in 
3B 2 2  a n d  w o u l d  h a v e  r e m a i n e d  u n d e r  C o m m i s s i o n  j u r i s d i c t i o n  u n d e r  
SB22.

T h e  s e c o n d  m a j o r  d i f f e r e n c e  c o n c e r n s  the p r o v i s i o n s  w h i c h  a s s u r e  
t h a t  u t i l i t i e s  r e c o v e r  c o s t s  a s s o c i a t e d  w i t h  B r a d l e y  Lake. SB22 
s t a t e d  s i m p l y  t h a t  " p o w e r  c o s t s  i n c u r r e d  b y  a u t i l i t y  in c o n n e c­
t i o n  w i t h  [ p u r c h a s e  of B r a d l e y  L a k e  power] s h a l l  b e  a l l o w e d  in

£
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t h e  rate® c h a r g e d  b y  the u t i l i t y . "  H B 3 5 6  e n l a r g e s  t h i s  p r o v i s i o n  
s i g n i f i c a n t l y .  It state® th a t  "all c o s t s . i n c l u d i n g ,  w i t h o u t  
l i m i t a t i o n ,  p o w e r  a n d  o t h e r  coat®" i n c u r r e d  in c o n n e c t i o n  w i t h  an 
a g r e e m e n t  t o  p u r c h a s e  p o w e r  f r o m  B r a d l e y  L a k e  m u s t  be  i n c l u d e d  in 
ratea. T h a t  b r o a d e r  p r o v i s i o n  c o u l d  b e  i n t e r p r e t e d  t o  r e q u i r e  
r e c o v e r y  o f  c o s t s  a s s o c i a t e d  w i t h  B r a d l e y  L a k e  t h a t  a r e  n o r m a l l y  
e x c l u d e d  f r o m  r a t e s  b y  statute, s u c h  as l o b b y i n g  and a d v e r t i s i n g  
e x p a n s e s  (AS 4 2 , 0 5 . 3 8 1  ). T h e  l e g i s l a t i o n  s h o u l d  m a k e  c l e a r  
w h e t h e r  t h e  c o n t e m p l a t e d  e x e m p t i o n  e x t e n d s  to e v e r y  s e c t i o n  of 
t h e  C o m m i s s i o n ' s  e x i s t i n g  etatuta.

T h e  t h i r d  m a j o r  d i f f e r e n c e  is t h a t  H B 3 5 6  i n c l u d a s  a c o m p l a t e l y  
n e w  p r o v i s i o n  w h i c h  provide® t h a t  b o t h  the w h o l e s a l e  p o w e r  a g r e e­
m e n t  a n d  r e l a t e d  c o n t r a c t !  m a y  i n c l u d e  r a t a  c o v e n a n t s ' a n d  su c h  
c o v e n a n t s  a r e  v a l i d  a n d  e n f o r c e a b l e .  T h e  C o m m i s s i o n  u n d e r s t a n d s  
t h e  t e r m  " c o v e n a n t "  t o  m e a n  t h a t  u t i l i t i e s  c a n  " p r o m i s e "  t h e  A P A  
a n d  e a c h  other, b y  c o n t r a c t ,  t h a t  t h e y  w i l l  e s t a b l i s h  r a t e s  at a 
s p e c i f i e d  l e v e l  in o r d e r  t o  m a k e  p a y m e n t s  to  t h e  A P A  o r  o t h e r  
u t i l i t i e s .  B e c a u s e  s u c h  a c o v e n a n t  is " v a l i d  a n d  e n f o r c e a b l e , "  
t h e  C o m m i s s i o n  a s s u m e s  t h a t  it w o u l d  b e  r e q u i r e d  to g e t  r a t e a  
s u f f i c i e n t  t o  a l l o w  t h e  u t i l i t y  to m e e t  all e x p a nses, e v e n  t h o s e  
i m p r u d e n t l y  i n c u r r e d  or u n r e a s o n a b l e  in amou n t ;  in o t h e r  words, 
t h a  C o m m i s s i o n  i n t e r p r e t s  " c o v e n a n t "  to  m e a n  t h a t  it c o u l d  not 
d i s a l l o w  e x p e n s e s  o r  i n v e s t m e n t  for a n y  r e a s o n  w h a t s o e v e r ,  if it 
w o u l d  c a u s e  a b r e a c h  of t h e  r a t a  coven a n t ,

T h e  f o u r t h  m a j o r  d i f f e r e n c e  is t h a t  SB22 i n o l u d e d  a p r o v i s i o n  
t h a t  t h e  A P A  is n o t  a p u b l i c  u t i l i t y  u n d e r  A S  42.03. T h a t  p r o v i­
s i o n  is n o t  i n c l u d e d  in HB356. T h a  e f f e c t  o f  t h e  e x c l u s i o n  is 
t h a t  w h o l e s a l e  p o w e r  c o n t r a c t s  b e t w e e n  t h e  A P A  a n d  o t h e r  p u b l i c  
u t i l i t i e s ,  o t h e r  t h a n  t h o s e  s p e c i f i c a l l y  e x e m p t e d  b y  HB356. wi l l  
r e m a i n  u n d e r  t h e  j u r i s d i c t i o n  of the c o m m i s s i o n ,
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H O U S E  B I L L  NO. 3 5 6 (APUC)

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 I F 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  an A c t  e n t i t l e d :  "An A c t  r e l a t i n g  to t h e  a u t h o r i t y  o f  the

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  in 

c o n n e c t i o n  w i t h  c e r t a i n  a c t i v i t i e s  of  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  in c o n n e c t i o n  

w i t h  c a l c u l a t i n g  p o w e r  c o s t  e q u a l i z a t i o n ;  

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

BE I T  E N A C T E D  BY T H E  L E G I S L A T U R E  0 ?  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. A S  4 2 . 0 3 . 4 3 1  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  read:

(c) N o t w i t h s t a n d i n g  (b) of t h i s  se c t i o n ,

(1) a w h o l e s a l e  a g r e e m e n t  for t h e  s a l a  of p o w e r  f r o m  

a p r o j e c t  l i c e n s e d  b y  t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  

C o m m i s s i o n  o n  or  b e f o r e  J a n u a r y  1, 1937, e n t e r e d  into 

b e t w e e n  t h e  A l a s k a  P o w e r  A u t h o r i t y  and o n e  or m o r e  o t h e r  

p u b l i c  u t i l i t i e s  a f t e r  O c t o b e r  31, 1987, a n d  b e f o r e  J a n u a r y  

1, 1988, [AND R E L A T E D  C O N T R A C T S  F O R  T H E  W H E E L I N G ,  STORAGE, 

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

U N D E R  S U C H  A N  A G R E E M E N T , ]  a n d  a n y  s u b s e q u e n t  a m e n d m e n t s  

t h e r e t o  [TO T H E  W H O L E S A L E  A G R E E M E N T  O R  R E L A T E D  C O N T R A C T ] ,
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a r e  n o t  s u b j e c t  t o  r e v i e w  or a p p r o v a l  b y  the c o m m i s s i o n ;  

a n d

(2) a w h o l e s a l e  a g r e e m e n t  [OR R E L A T E D  c o n t r a c t ] 

d e s c r i b e d  in (1) of  t h i s  s u b s e c t i o n  may c o n t a i n  a c o v e n a n t  

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

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

B u c h  a c o v e n a n t  is v a l i d  a n d  e n f o r c e a b l e ; a n d C .1

(3) t h e  o p e r a t i o n a l  p r o v i s i o n s  of a r e l a t e d  c o n t r a c t  

e n t e r e d  in t o  p r i o r  t o  J a n u a r y  1, 1988, a n d  t e c h n i c a l  or 

c l a r i f y i n g  a m e n d m e n t s  t h a r e t o ,  w h i c h  ara n a c & s a a r y  f o r  tha 

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

p o w e r  p u r c h a s e d  u n d e r  an a g r e e m e n t  d e s c r i b e d  in (1) of th i s  

s u b s e c t i o n  a r e  n o t  s u b j a c t  to a p p r o v a l  b y  t h e  c o m m i s s i o n ;  

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

a u t h o r i t y  t o  d e t e r m i n e  t h e  c o s t  of and e s t a b l i s h  r a t e a  for 

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

[★SECTION 2, A S  4 2 . 0 5 , 5 1 1  IS A M E N D E D  BY A D D I N G  A  N E W  

S U B S E C T I O N  T O  READ:

(D) A L L  C O S T S  I N C U R R E D  3 Y  A  U T I L I T Y  IN C O N N E C T I O N  W I T H  A  

W H O L E S A L E  A G R E E M E N T  O R  C O N T R A C T  D E S C R I B E D  IN AS 

4 2 . 0 5 . 4 3 1 ( C ) ( 1 ) ,  I N C L U D I N G ,  W I T H O U T  L I M I T A T I O N ,  P O W E R  A N D  

O T H E R  COSTS I N C U R R E D  U N D E R  S U C H  A N  A G R E E M E N T  O R  CONTRACT, 

M U S T  BE A L L O W E D  I N  T H E  R A T E S  C H A R G E D  BY T H E  U T I L I T Y . ]
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★Section 2 [3], A S  4 4 . 8 3 . 0 9 0 ( b )  i3 a m e n d e d  to read:

(b) T h a  a u t h o r i t y  is n o t  s u b j e c t  to t h a  j u r i s d i c t i o n  

of t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n ,  N o t h i n g  in this 

c h a p t e r  g r a n t *  t h e  a u t h o r i t y  a n y  j u r i s d i c t i o n  o v e r  t h a  

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

o t h e r w i s e  a l t e r *  t h e  j u r i s d i c t i o n  o f  t h e  A l a s k a  P u b l i c  

U t i l i t i e s  C o m m i s s i o n  w i t h  r e s p e c t  t o  a n y  p u b l i c  u t i l i t y ,  

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

a p p r o v e  or  d i s a p p r o v e  c o n t r a c t s  f o r  t h e  p u r c h a s e  of 

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

a g r e e m e n t s  a n d  c o n t r a c t *  d e s c r i b e d  in AS  4 2 . 0 5 . 4 3 1 ( c ) ( 1 )  and 

AS  4 2 . 0 5 . 4 3 1 ( C ) ( 3 ) .

★Section 3 [4], A S  4 4 . 8 3 . 1 6 2  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  read:

(p) In c a l c u l a t i n g  p o w e r  c o s t  e q u a l i z a t i o n ,  the 

c o m m i s s i o n  m a y  n o t  c o n s i d e r  v a l i d a t e d  c o s t s  or 

k i l o w a t t - h o u r  s a l e s  a s s o c i a t e d  w i t h  a U n i t e d  S t a t e s  

D e p a r t m e n t  of D e f e n s e  facility.

★Section 4 [5], T h i s  A c t  is r a t r o a c t i v a  to N o v e m b e r  1, 1987.

★Section 5 (6]. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS 

0 1 . 1 0 . 0 7 0 ( C ) .

- 2 -
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BILL ANALYSIS
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Economic Development
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ATaska Power Authority

WU. NLMMJ1 I JPONROR

HB 356 | H RULES/BY REQUEST OF GOVERNOR
SHORT TTTUS OF BAJL

"An Act relating to the authority of the Alaska Public Utilities Commission...."

DATE

1/25/8

COM DATE

w  i h s / s v
If

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

Alaska Public Utilities Commission

o r g a n iz a t io n a l  s u p p o r t  f o r  i i u .

FISCAL IMPACT: □  NON! □  FISCAL NOTE ATTACH CD

SACXOAOUNCVLfOISLATr I  INTINT “ “ “ “ ~  ~ ~  ~  * 7 “ 7 -------------
As a resu t of a 1986 amendment to APU C  legislation, the APUC was provided wit h  new 

regulatory authority to review and approve w h olesale p ower agreements between utilities. 

The effect on the Alaska Power Authority has been demonstrated with those agreements and 

related contracts associated with the Bradley Lake project. The project has been unable 

to mov e  forward because of the regulatory change adopted through the 1986 amendment. The 

intent of this bill is to provide the necessary exemption language to a llow for construc-

ANALYSIS OF BJLU PROG RAM EFFECTS

The a mendments in Sections 1-3 (as described below) will provide the necessary APUC 

r e gulatory e x emption for wholesale power agreements and related contracts associated with 

the Bradley Lake project. This amendment serves to clearly exempt these specific c o n­

tractu w i t h o u t  removing APUC's -jurisdiction over all o ther power sales agreements between 

the Power Aut h or i t y  and utilities on future Power A u t hority power projects. These a m e n d­

ments provide the statutory exemption language necessary to a llow for the Bradley Lake 

Hydroe le c t r i c  project to proceed as planned, although now on a revised construction 

SCHEDULE (see attached). Proposed amendments in Sections 1-3 provide the necessary 

statutory a u t h o ri t y  to insure that long-term financing of the project is possible.

The amendment in Section 4 will not provide substantive change to the Power Cost E q ua l i z a­

tion (PCE) program. The amendment will provide necessary statutory clarification which 

will assist in m a i n t a i ni n g  the current PCE level of a local utility supplying power to a 

U.S. Department o f  Defense facility with o u t  increasing the cost of power to the residen-

amenoments proposed    --

The proposed amendments in Sections 1-3 of the above referenced bill AS 42.05.431, 

AS 42.05.511 and AS 44.83.090(b) respectively. Amendments to AS 42.05.431 and 

AS 42.05.511 will provide statutory authority to a llow the Power Authot ity to contract 

with ut i lities to guarantee that the utilities will charge sufficient rates to c ov e r  the 

Power A u t h o rity's bond obligations on the Bradley Lake Hydroelectric project. These 

amendments also serve to expand the scope of the Bradley Lake project regulatory exemption 

to include sec o n d a r y  contracts that are associated with the project. Although not s p e c i­

fically named in the bill, these related contacts include anfci agreement for Wheeling and

01-009 iRrr. ‘2/831

F U A S t  ATTACH A 1 0A A A T 1  W W T  TO * AOOTTTOMM CO^M O T O  0 *  AM ALTM .
'1491/818(1)-------------------------------------------------------—



BILL ANALYSIS 

January 25, 1988 

Page 2

B A CKGROUND/LEGISLATIVE INTENT (Contin u e d ) :

tion of the Bradley Lake project to commence this y e a r  (See attached sheet on 988 Co n­

struction Schedule).

Section 4 of this legislation provides the necessary statutory change which will serve to

clarify that A P U C  may not include the kilowatt-hour sales to a U.S. Department of Defense

facility when determining if a utility is eligible for PCE program benefits. This a m e n d­

ment will resolve a pending question regarding Naknek Electric Association's sale of power 

to King SaJ/mon Ai r  Force Base. The same potential question exists with the City of

Galena and their future sale of power to the Galena Air Force Base.

ANALYSIS O F  BILL/PROGRAM EFFECTS (C o n t i n u e d) :

tial customers of the utility. This amendment provides compliance to the Federal SWAP Act 

of 1980 which a l l w s  for a U.S. Department of Defense facility to purchase power from a 

local utility, with the purchase resulting in a cost savings to the local utility without 

increasing costs to other consumers of power.

AMENDMENTS PROPOSED ( C o n t i nu e d ) :

related services between Bradley Lake power purchasers and Chugach Electric A s s o c i a­

tion, Inc., and an agreement for the sharing of transmission facilities between Bradley 

Lake power purchasers and Homer Electric Association, Inc.

The proposed amendment to AS 44.83.090(b) clarifies the existing statutory authority of 

the APUC to exempt from APUC review and approval only those w holesale power agreements and 

contracts described in AS 42.05.431(c)(1). (The Bradley Lake Hydroelectric project 

agreements and contracts).

Section 4 amends AS 44.83.162 and stipulates that APUC may not consider validated costs or 

kilowatt hour sales to a U.S. Department of Defense facility when determining if a utility 

is eligible for Power Cost Equalization (PCE) program benefits. This provision will 

prohibit PCE calculated from including rates paid on m i l i t a r y  bases utilizing power 

generated and sold by a local utility.

1491/816(2)
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H E H O P A H D I I H

TO: Rap. J o h n  Sund

FROMi Erio Redman, of lavyers for
Chugach Electric Association, Inc.

DATE: J a n u a r y  27, 1288

SUBJECT: Sarvicas Agreement For Bradlay Lake Energy

This memorandum is to confirm formally a point made by Com- 
misBioner Susan Knowlas of tha Alaska Public utilities Commission 
("APUC") and by me in our raapactiva oral testi m o n y  before your 
Committse during hearings today on HB 356.

Tha wheeling rate for Bradlsy Lake Energy u n d a r  tha above- 
captionad Agreement is required, by tha Agreement, to be d e t e r­
mined in accordance with Appendix A of the Agree m e n t  in tha con­
text of Chugach "rata adjustment proceeding®." Appendix A c o n­
tains a formula for computing the wheeling rate, using specified 
Chugach costs, specified quantitiee of energy, and a constant. 
By design, tha specified costs are those w h ich the AP U C  m u s t  ro- 
v i a w  and approve (or disapprove) in any event in the oourac of 
Chugach's periodic rate adjustment proceedings. Similarly, the 
quantities of energy used in the formula can or must be d e t e r­
mined in such proceedings in order to review and approve (or d i s­
approve) Chug&oh's rates generally, not juet Chugaoh's wheeling 
rate for Bradley Lake Energy.

Thus, as A p pendix A  ehovid have made olear, the parties re- 
oognize and intend that that tha costs and the quantities of e n­
ergy used to establish tha wheeling rate under A p p e n d i x  A — a® 
distinct, from ths formula itself and the constant used in that 
formula— would oontinue to be subject to APUC reyiev in Chugach's 
rate proceedings, as they are today, regardless of HB 356'» e n­
actment.



The reason Appendix A  does not specifically Mention the APUC 
ia laimply that the parties wished to avoid a potential future 
diepute about whether A ppendix A  w o uld continue to bind the p a r­
ties in the (possible but unforeseen) event that APUC oeasoe to 
review and approve (or disapprove) Chugaah's rates at some point 
during the 50 yoar life of the Agreement, The intent of the p a r­
ties wee that A ppendix A  should remain binding even in that 
event.

I h o p e  this formal olarifioation will be of aeeietance to
you.

Off.1/198801



Homer Electric Association, Inc.

C E N T R A L  OFFICE: 3977 L A K E  S T R E E T  8  H O M E R ,  A L A S K A  99603 •  (907) 235-81.67

F e b r u a r y  1, 1988

Rep. C. E. S w a c k h a m m e r  
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 eau, A l a s k a  99811

D e a r  Swack:

REF: HB 356

It i s  m y  u n d e r s t a n d i n g  t h a t  H B  3 5 6  w a s  p a s s e d  out of H o u s e  
J u d i c i a r y  C o m m i t t e e  la s t  F r i d a y  w i ^ h  s o m e  m i n o r  m o d i f i c a t i o n s .  
F r o m  the i n f o r m a t i o n  I h a v e  b e e n  aba to o b t a i n  H o m e r  E l e c t r i c  
s u p p o r t s  HB 356 as a m e n d e d  by the J u d i c i a r y  C o m m i t t e e ,  a n d  we 
h o p e  t h a t  the F i n a n c e  C o m m i t t e e  will a p p r o v e  it and p a s s  it on.

I a m  s e n d i n g  a c o p y  of th i s  l e t t e r  to J o h n  S u n d  to t h a n k  h i m  
a n d  t h e  r e s t  of t h e  J u d i c i a r y  C o m m i t t e e  m e m b e r s  f o r  t h e i r  
s u p p o r t  a n d  e f f o r t s  to m a k e  HB 356 a w o r k a b l e  Bill.

S i n c e r e l y  yours,

B K W :e m

c c : J o h n  Sund
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STEVE COWPER, GOVERNOR

REPLY TO:

DEPARTMENT OF LAW /
• f 
/

O F F I C E  O F  T H E  A T T O R N E Y  G  E N E R A  L  /

January 29, 1988

Chairman John Sund 
* House Judiciary Committee 
Alaska State Legislature 
House of Representatives 
P.O. Box 4
Juneau, Alaska 99811

Re: Bradley Lake Power Sales Agreement
-- Excess Payments

Dear Chairman Sund,

Robert LeResche, Executive Director of the Alaska Power 
Authority ("the Authority"), has relayed your request for an 
opinion on the meaning of section 29 of the Bradley Lake Power 
Sales Agreement "the Agreement").

The Bradley Lake project is a hydroelectric project 
within the energy program for Alaska. Sec. 20, ch. 133 SLA 1982. 
Money received by the Authority for the sale of power from 
projects constructed under the energy program for Alaska must be 
transmitted to the commissioner of revenue for deposit in the 
state general fund unless the money has been pledged to secure 
bonds. AS 44.83.398(c).

Section 29 of the Agreement provides that the power 
purchasers of the Bradley Lake hydroelectric project will make 
payments in excess of actual debt service once the construction 
bonds have been retired. These "excess" payments will be made to 
the Alaska Power Authority for deposit into the Railbelt Energy 
Fund.

As you already know, the Railbelt Energy Fund is a 
special fund treated as an account in the general fund. AS 
37.05.153. The fund is managed by the Department of Revenue. 
Interest received on money in the fund may be appropriated into 
the fund annually. Id. AS 37.05.153 specifically provides that 
"the legislature may appropriate money from the fund to assist in 
meeting Railbelt energy needs." Id.

Notwithstanding any agreement entered into between a 
state agency and a second party, only the Legislature may with­
draw money from the state treasury. AK Const, art. IX, sec. 13. 
Thus only the legislature mav appropriate money from the Railbelt 
Energy Fund. Nor can we expect that the Railbelt Energy Fund

[3 ^ 0 3 1  W  4 th  A V E N U E  
S U IT E  200
A N C H O R A G E . A L A S K A  99501-1994  
P H O N E : (9 07 ) 276 -3550

□  1 st N AT IO N AL C E N T E R  
100 C U SH M A N  S T .
S U IT E  400
F A IR B A N K S . A L A S K A  99701 -4679

□  P .O . B O X  K - S T A T E  C A P IT O L  
JU N EA U . A L A S K A  99811 -0300  
P H O N E : (9 0 7 ) 465 -3600

03-C5LH



Chairman John Sund January 29, 1988
House Judiciary Committee Page 2

will exist in perpetuity. With certain exceptions not applicable 
to this discussion, the Alaska Constitution prohibits the dedica­
tion of public revenues. AK Const, art. IX, sec. 7. In this 
case, a legislature meeting in the year 2038 may appropriate 
money from the Railbelt Energy Fund for expenditure on a public 
purpose other than -ailbelt energy.

It is my opinion that section 29 of the Agreement would 
still be enforceable if the legislature withdrew from the 
Railbelt Energy Fund moneys deposited there under the provisions 
of the Agreement. 1 attended all the negotiation sessions 
leading up to the Agreement. I personally advised all the 
participants that neither the Legislature nor the Authority could 
dedicate these excess payments for Railbelt energy needs. Nor 
could the Authority make any promises for the Legislature.

The utilities were quite conversant with the dedicated 
funds prohibition of the Alaska Constitution. They wished, 
however, to express in section 29 their very strong sentiments in 
favor of having the excess payments used for future Railbelt 
energy needs and in favor of a Kenai-Fairbanks intert-ie. All the 
negotiators interpreted section 29 as a statement of intent and 
not as a contract condition on which the excess payments were 
contingent. In fact, the contract specifically provides that 
"[t]he Purchasers' obligations to make payment under this Section 
29 are not contingent upon the success of ... continued efforts 
to obtain a satisfactory intertie between Fairbanks and the Kenai 
Peninsula.

In summary, should moneys earned under this Agreement 
be deposited in the Railbelt Energy Fund, the Legislature may 
appropriate the moneys for Railbelt energy needs or as the 
Legislature deems appropriate. The Purchasers' obligation to 
make excess payments under the Agreement is not contingent upon 
dedication of these excess payments to expenditures on Railbelt 
energy needs.

Please call me if I can be of further assistance.

Very truly yours,

I

By:

GRACE BERG SCHAIBLE 
ATTORNEY GENERAL

'-dc: Robert E. LeResche
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Representative Albert Adams 
Chairman, House Finance Committee

Dear Chairman Adams and Mouse finance Committee:

February 4, '98&

The Alaska Consumai Advocacy Program (ACAP), a utility consumei advocacy 
group, objects to the passage 01 House Bln NO. 8b6 in Its ament format because it removes
the consumers' Chertf (I'h^ Ala<-:iva Public Utilities ^om irikT lon) ftnm the itjI.c moking one!
determination process.

However, ACAP believes that the amendments to H.B. 858 proposed by the House 
Judiciary Committee are in the consumers’ best interest and if clarified, would ease some of 
tha ratepayers' concern In regard lo this.bill,

The following comment pertains to Section 2 (d), p a g e j.
ACAP believes the Houso Judiciary Committee's intent in Inserting the phi ass 

"validated costs, except those disallowed under AS 42.05.881 (a)", and tha subsequent 
deletion of the phrase "without limitation, power and other costs incurred under such an 
agreement or contract", was to permit only validated costs to be included in the rates
charged hy  utilities: tor i-iractloy uitoi power. A  oomontico onongo would help ©mure this 
goal. ACAP offers to this committee the following language changes, Beginning on page 1,
line 29, (d): Only validated costs, except those disallowed under   arid on page 2,
line Z described In AS J2.05,431 (c)(1), shall be allowed...

A second point of concern to consumers Is the language relating to the time period 
for which the APUC is; excluded from the fate making process. ACAP views the current 
language as vague, it can be inferred that any long term debt which is acquit ed wiit, over its 
retirement period prevent the APUC from reviewing or approving the wholesale agreement 
or contracts. ACAP believes the intent of this amendment was to put a cap on the length of 
time In which the APUC was to be excluded. This cap was to bo in affect only up to the 
time whan the debt service for the construction and financing of the dam as it is currently 
contracted for and taking Into-sccount any refinancing schemes, was retired. ACAP urges 
the House Finance Committee to amend this language in such a manner that the time period
fo r  A P U C  © y .c lu s io n  in o lu d o o  o n ly  th o  kirno fmmr-t loq ijlrrtf.5 ir i t.iHto n-.a c l*b i w v iv iw  >.,'f InlUwi
costs as described above.

ACAP thanks Chairman Adams and the House Finance Committee for the oppoiiunity 
to yiuvide me curisurnars1 psrepocnve in these discussions and it urges thorn to include these
comments. ACAP's objective is to keep oversight over a project which has the potential to__
create a large adverse Impact on consumers' electric rates.

Sincerely, k

■ ^ w

v John D. i -"oss 
Okaff E ic o n ., mist
Alaska Consumer Advocacy Program i
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 Alaska Consumer Advocacy Program____
513 West Seventh Avenue • P.O. Box 103111 • Anchorage, Alaska 99510 •  (907) 272-6355 o r 278-3663
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U T I L I T Y  CONSUMER GROUP 
OBJECTS TO BI LL TAKING APUC 

OFF BRADLEY LAKE PROJECT

The A l a s k a  Consumer Advocacy Program (ACAP) t od a y  r e l e a s e d  a 

| l e t t e r  o f  o b j e c t i o n  s ent  to Go v er n o r  S t e v e  Couper,  N e i l  D a v i s  -

Chairman ct t he  APA and t he  House J u d i c i a r y  Commi t t ee r e g a r d i n g  

t h e  i n t r o d u c t i o n  o f  House B i l l  NO* 356* The b i l l ,  uhose pr i me 

sponsor  i s  Governor  Couper,  u o u l d  remove r e v i e u  and a p p r o v a l  

a u t h o r i t y  by t h e  A l a s k a  P u b l i c  U t i l i t i e s  Commission o v e r  t he  

u h o l e s a l e  pouer  a gr e e me n t s  bet ueen t he  A l a s k a  Pouer A u t h o r i t y  and 

the  R a i l b e l t  u t i l i t i e s  r e l a t i n g  t o  B r a d l e y  Lake and a l s o  o v e r  any 

f u t u r e  APA p r o j e c t s .

ACAP, a s t a t e w i d e  consumer advocacy group o b j e c t s  t o  t h i s  

b i l l  because i t  removes a check and b a l a n c e  on t h e  c o n s u m e r ' s  

r i g h t  t o  l e a s t  c o s t  e l e c t r i c i t y .

cc:  Go v er n o r  S t e v e  Couper
R e p r e s e n t a t i v e  John Sund Chai rman,  House J u d i c i a r y  Commi t t ee 
Dr.  N e i l  D a v i s  Ch a i r ma n ,  A l a s k a  Pouer  A u t h o r i t y  Board

JAN 2 9 19$)

A P ro jec t o f  the A laska Pub lic  In tc rost R esea rch  G roup



J an u a r y  2 0 ,  1988
R e p r e s e n t a t i v e  John Sund 
Cha i r ma n ,  House J u d i c i a r y  Commit tee

Dear Chairman Sund and House J u d i c i a r y  Co mmi t t e e :

The A l a s k a  Consumer A d v i s o r y  Program (ACAP),  a u t i l i t y  
consumer advocacy g r ou p ,  o b j e c t s  t o  House B i l l  No. 3 5 6 ,  
i n t r o d u c e d  a t  t h e  r e q u e s t  o f  Go v er n o r  Couper ,  because i t  u i l l  
a d v e r s e l y  a f f e c t  t h e  r i g h t s  o f  consumers i n  t he  R a i l b e l t  t o  have
e l e c t r i c i t y  c o s t s  a c c u r a t e l y  r e f l e c t e d  i n  t h e i r  e l e c t r i c  b i l l s .
T h i s  b i l l  exempt s a l l  c o s t s  p e r t a i n i n g  t o  u h o l e s a l e  pouer 
c o n t r a c t s  b e t u e e n  t he  B r a d l e y  Lake H y d r o e l e c t r i c  P r o j e c t  and t he  
A l a s k a  Pouer A u t h o r i t y  p l u s  soy f u i u c e  APA p r o j e c t s  f r o m e i t h e r  
r e v i e u  or a p p r o v a l  by t h e  A l a s k a  P u b l i c  U t i l i t i e s  Commi ss i o n .  
T h i s  b i l l  goes f a r  beyond t he  o r i g i n a l  s t a t e d  i n t e n t  o f  t he  
l e g i s l a t i o n .  From t h e  consumers* p e r s p e c t i v e ,  e x e mp t i n g  a l l  
p r o j e c t s  i n  u h i c h  t h e  APA i s  i n v o l v e d  f rom APUC r e v i e u ,  i n c l u d i n g  
t h o s e  p r o j e c t s  u h i c h  i n t e r r e l a t e  u i t h  p u b l i c  u t i l i t i e s ,  i s  
s e t t i n g  a r e c k l e s s  p r ec e d e n c e .

I n  t he  r e c e n t  S t a t e  BUD2EI ADDRESS, Go v er n o r  Couper r e f e r r e d
t o  h i s  a d m i n i s t r a t i o n ’ s and l e g i s l a t o r s *  e f f o r t s  t o  exempt 
B r a d l e y  Lake f r o m t h e  APUC’ s r e v i e u  pr o c e s s  as a removal  o f  
" u n n e c e s s a r y  gover nment  r e v i e u " .  ACAP a r g u e s  t h a t  t h i s  r e v i e u  
pr oc e s s  i s  a key i n g r e d i e n t  t o  e n s u r i n g  t h a t  consumers r e c e i v e  
t h e  l e a s t - c o s t  e l e c t r i c i t y  p o s s i b l e .

ACAP p o i n t s  out  t h a t  t h e r e  a re  t h r e e  t y p e s  o f  s t u d i e s  u h i c h  
are  a s s o c i a t e d  u i t h  p r o j e c t s  such as B r a d l e y  L a k e .  The f i r s t  
t yp e  o f  s t u d y  d e t e r m i n e s  u h e t h e r  t he  p r o j e c t  i s  f e a s i b l e  f rom an 
e n g i n e e r i n g  p e r s p e c t i v e .  The second t y p e  d e t e r m i n e s  t h e  
f i n a n c i a l / e c o n o m i c  v i a b i l i t y  o f  t h e  p r o j e c t .  The ' . h i r d  t y p e  o f  
s t u d y  e v a l u a t e s  t h e  c o s t s  o f  t h e  p r o j e c t  and d e t e r m i n e s  t he  
e f f e c t  on c o n s u me r s ’ u t i l i t y  b i l l s  -  i t  a n a l y z e s  u h e t h e r  t h e y  are  
f a i r  and j u s t .  Each o f  t h e s e  s t u d i e s  empl oys d i s t i n c t  t y p e s  o f  
a n a l y s i s  and measures d i f f e r e n t  outcomes.

The f e a s i b i l i t y  and f i n a n c i a l / e c o n o m i c  a n a l y s e s  have been 
c o mpl e t e d  and r e v i e u e d  by t h e  pr o p e r  a g e n c i e s .  The a n a l y s i s  o f  
t he  i mpact  on c o n s u me r s ’ u t i l i t y  b i l l s  ( t o  be c o mp l e t e d  by a l l  
p a r t i c i p a t i n g  u t i l i t i e s )  and t he  terms o f  t h e  u h o l e s a l e  pouer 
c o n t r a c t s  ( s i g n e d  o n l y  t uo  months ago)  have not  had any 
iffiRaciial e x p e r t  e v a l u a t i o n  or r e v i e u .  H. B.  No. 356 u i l l  deny 
t h i s  r e v i e u  p r o c e s s .  T h i s  r e v i e u  pr oc e s s  i s  c u r r e n t l y  mandated 
by A l a s k a  S t a t u t e s  and t h e  t a s k  i s  c o mpl e t e d  by t h e  APUC. The 
APUC’ s d u t i e s  i n c l u d e  e n s u r i n g  t h a t  a l l  r e g u l a t e d  u t i l i t i e s ’ 
r a t e s ,  e i t h e r  demanded or  r e c e i v e d  s h a l l  be f a i r ,  j u s t  and 
r e a s o n a b l e  and based on a c t u a l ,  r e a s o n a b l e  c o s t s .

ACAP b e l i e v e s  t h a t  t h i s  l e g i s l a t i o n  bypasses t he  consumer ’ s 
o n l y  m e a n i n g f u l  check on h i s / h e r  e l e c t r i c  b i l l s .  For  e x a mp l e ,  i f
H. B.  No. 356 i s  p a s s e d ,  t h e  B r a d l e y  Lake c o n t r a c t s  s t i p u l a t e  t h a t
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each p a r t i c i p a t n g  u t i l i t y  s h a l l  be a b l e  t o  charge r a t e s  
s u f f i c i e n t  t o  meet t h e i r  debt  s e r v i c e  and a l l  o t h e r  c o s t s  or 
expense o b l i g a t i o n s  deemed a p p l i c a b l e ,  i n c l u d i n g  any subsequent  
amendments o ve r  t he  50 y e a r  l i f e  o f  t he  c o n t r a c t s ,  w i t h o u t  any 
r e v i e w  or a p p r o v a l  by t h e  APUC. ACAP i s  concer ned t h a t  w i t h o u t  
p r o p e r  o v e r s i g h t ,  a t e n d e n c y  t o  i n s e r t  e x c e s s i v e  or i mpr oper  
c o s t s  i n t o  t h i s  " i n v i o l a b l e "  p r o j e c t  may d e v e l o p  among u t i l i t i e s .

C u r r e n t  ACAP e s t i m a t e s  f o r  M u n i c i p a l  L i g h t  and Power’ s and 
Chugach E l e c t r i c  A s s o c i a t i o n ’ s l e v e l i z e d  B r a d l e y  Lake c ost  
o b l i g a t i o n s  i s  $5 m i l l i o n  and 5 . 9  m i l l i o n  per y e a r ,  r e s p e c t i v e l y ,  
f o r  a f i f t y  ye a r  t i m e  p e r i o d .  ACAP b e l i e v e s  t h a t  i t  i s  i n  bot h 
t h e  consumer s’ and g o v e r n m e n t s ’ be st  i n t e r e s t  t o  keep t h e  APUC i n  
the r e v i e w  p r o c e s s ,  e s p e c i a l l y  when d e a l i n g  w i t h  a $350 m i l l i o n  
p r o j e c t .  A "No" v o t e  on H. B.  356 does not  c u r t a i l  B r a d l e y  Lake.  
I t  o n l y  a l l o w s  t h i s  p r o j e c t  t o  be i m p a r t i a l l y  r e v i e w e d  j u s t  l i k e  
any o t h e r  power s o u r c e  w h i l e  k e e p i n g  t h e  APA w i t h i n  t he  r e v i e w  
p r o c e s s .

S i n c e r e l y ,

John D. H i n e s  
S t a f f  Ec o n o mi s t
A l a s k a  Consumer Advocacy Program
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RESOLUTION NO. 87-19

A R E S O L U T I O N  of th e  P r o j e c t  M a n a g e m e n t  C o m m i t t e e  ("PMC") p r o v i d i n g  for th e  

a d o p t i o n  of an o pen m e e t i n g s  policy.

W H E R E A S ,  the m e m b e r s  of the PMC d es i r e  to c o n d uc t  their b u si n e s s  1n p u bl i c ;  

and

W H E R E A S ,  the six p a r t i e s  to the A g r e e m e n t  establishing the PMC all r o u t i n e l y  

c o n d u c t  business in o p e n  m e e t i n g s ;  and

W H E R E A S ,  w hile the P M C  m a y  not be a gover n m e n t a l  unit, n e i t h e r  1s it e n t i r e l y

a " pr ivate" entity, as tha t  t e r m  is c o m m o n l y  used; and

W H E R E A S ,  Alaska p u b l i c  po l i c y  favors o p e n n e s s  and public a c c e s s ;  and

W H E R E A S ,  opening m e e t i n g s  to the p u b l i c  m a y  have a p o s i t i v e  s u b s t a n t i v e  

im p ac t  on the d e l i b e r a t i o n s  o f  the PMC b y  insuring that i m p o r t a n t  d e c i s i o n s

are m a d e  wit h a d e q u a t e  information; and

W H E R E A S ,  public e x p o s u r e  m a y  d e t e r  m i s c o n d u c t ,  disco u ra g e  h a s t y  d e c i s i o n­

making, and enhance c o n s u m e r  a c c e p t a n c e  o f  PMC actions; and

W H E R E A S ,  Section 7(d) o f  the A g r e e m e n t  e m p owers the PMC to e n a c t  p r ocedural 

rules.

NOW, T HEREFORE, BE IT R E S O L V E D  by the PMC as follows;

S e c t i o n  1 .

All formal m e e t i n g s  o f  the C o m m i t t e e  and its s u b co m m i t t e e s shall be o p e n  

to the public e x c e p t  as o t h e r w i s e  p r o v i d e d  in these bylaws. E x ce p t  w h e n  

v o i c e v o t e s  are a u t h o r i z e d ,  all votes shall be conducted 1n such a m a n n e r  

t h a t - t h e  public m a y  k n o w  the vote  o f  e a c h  per s o n entitled t o  vote.

S e c t i o n  2 .

If e x c e p te d  s u b j e c t s  are to be d i s c u s s e d  at a m e eting, the m e e t i n g  shall 

f i r s t be c o n v en e d  as a r e g u l a r  or special m e e t i n g  and the q u e s t i o n  o f  h o l d i n g  

an e x e c u t i v e  s e s s i o n  to discuss m a t t e r s  that come w i t h i n  the e x c e p t i o n s  

c o n t a i n e d  1n S e c t i o n  3 o f  this rule shall be determined by a m a j o r i t y  v o t e  o f  

th e  Coirmittee. No s u b j e c t s  m a y  be c o n s i d e r e d  at the e x e c u t i v e  s e s s i o n  e x c e p t  

t h o s e  m e n t i o n e d  1n t h e  m o t i o n  c a l l i n g  fo r  the e x e c u t i v e  s e s s i o n  un l e s s  

a u x i l i a r y  to the m a i n  question. Formal a c ti o n  may not be taken d u r i n g  the 

e x e c u t i v e  session. O n l y  m e m b e r s  of the C o m m i t t e e  and d e s i g n a t e d  a l t e r n a t e s ,  

a t t o r n e y s  for m e m b e r s  of th e  C o m m i t t e e  and m e m b e r s  of the T e c hn i c a l  S t a n d a r d s  

C o m m i t t e e  m a y  a t t e n d  an e x e c u t i v e  s es s i o n ,  unless the m o t i o n  c a l l i n g  f o r  th e  

e x e c u t i v e  session s p e c i f i e s  o t h e r  pers on s  w h o  are to p r e s e n t  i n f o r m a t i o n  to 

t h e  Committee.
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Section 3 .

The following e x c e p t e d  subjects m a y  be discussed in an e x e c u ti v e  

session:

(A) Matters t h e  immediate kno w le d g e  o f  w hich w o u l d  c l e a r l y  have an 

adverse e f f e c t  upon the f i n an c e s  o f  the C o m m i t t e e ,  the Initial 

Project, or any o f  the individual parties r e p r e s e n t e d  on the 

Committeej

(&) Subjects t h a t  tend to p r e j u di c e  the r e pu t a t i o n  a n d  c h a r a c t e r  

of any p e r s o n ,  provided the p er s o n  may r e q u e s t  a public 

d i s c u s s i o n;

(C) Matters w h i c h  by law are r e q u i r e d  to be c o n f i d e n t i a l ;

(D) Matters d i s c u s s e d  with an a t t o r n e y  retained b y  the Co m m i t t e e  

members, o r  w i t h  a c o n s u l t a n t  r e t a i n e d  by s u c h  a t t o r n e y ,  the 

Immediate k n o w l e d g e  of w h i c h  c o u l d  have an a d v e r s e  e f f e c t  on 

the legal p o s i t i o n  of the C o m m i t t e e ,  the I n i t i a l  Project, or 

any of th e parties r e p r e s e n t e d  on the Committee.

Section 4 ,

Reaso n a b l e  notice s h a l l  be given for all r e g u l a r  or s p e c i a l  m e e t i n g s  of 

the Committee,

S ection 5 .

Sections 1, 2, 3 a n d  4 shall not a p p l y  to:

(A) Meetings a t  which a q u o r u m  is not present;

(B) Informal d i s c u s s i o n s ,  by t e l e p h o n e  or o t h e r w i s e ,  among 

members o f  the C ommittee, at w h i c h  votes a r e  n o t  taken and 

official b u s i n e s s  is no t  c o n d u c t e d ;

(C) Meetings a n d  d i s c u s si o n s ,  formal or I n formal, o f  C o m m i t t en  

members i n  w h i c h  all p a r t i c i p a n t s  indicate t h e y  are acting 

i n d i v i d u a l l y  as r e p r e s e n t a t i v e s  of the p a r t i e s  to the 

A g r e e me n t  a n d  not as the a s s e m b l e d  Committee, a n d  a t  w hich no 

Committee b u s i n e s s  1s c o n d u c t e d  an d no votes a r e  taken.
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A P P E N D I X  A 

C o m p u t a t i o n  Of W h e e l i n g  Rates

R a t e s  for w h e e l i n g  s e r v i c e s  p r o v i d e d  u n d e r  S e c t i o n  4 of 
t h i s  A g r e e m e n t  are i n t e n d e d  to be c o m p u t e d  on a f ully a l l o c a t e d  
c o s t  b a s i s  a n d  to a p p l y  to all W h e e l i n g  U t i l i t i e s  in a "p o s t a g e  
st a m p "  manner, in a c c o r d a n c e  w i t h  the f o l l o w i n g  p r i n c i p l e s :

1. B a s i c  W h e e l i n g  Rate.

(a) F o r m u l a . The b a s i c  w h e e l i n g  r a t e  shall be c o m p u t e d  in 
e a c h  C h u g a c h  r a t e  a d j u s t m e n t  p r o c e e d i n g  in a c c o r d a n c e  w i t h  the 
f o l l o w i n g  formula, u s i n g  a c t u a l  v a l u e s  for e a c h  v a r i a b l e  as d e­
t e r m i n e d  for t h e  r a t e m a k i n g  t e s t  y e a r  a p p l i c a b l e  to t h a t  rate 
a d j u s t m e n t  procee d i n g :

,  A  + B +  C ♦ D + E x  K

Where:

R  = T h e  b a s i c  w h e e l i n g  ra t e  to b e  c h a r g e d  d u r i n g  
t he rate period;

A  = C h u g a c h  O & M  e x p e n s e  a l l o c a t e d  to t r a n s m i s­
sio n  ( c u r r e n t l y  R E A  A c c o u n t s  556 t h r o u g h  
573), less s u c h  O & M  e x p e n s e  p r o p e r l y  a l­
lo c a t e d  to C h u g a c h ' s  B e l u g a  to P o i n t  M a c­
Ke n z i e  t r a n s m i s s i o n  segment;

B =» C h u g a c h  A & G  e x p e n s e  a l l o c a t e d  to t r a n s m i s­
sio n  ( c u rrently R E A  A c c o u n t s  920 t h r o u g h  
932) , lfess s u c h  A & G  e x p e n s e  p r o p e r l y  a l­
lo c a t e d  to C h u g a c h ' s  B e l u g a  to P o i n t  M a c­
Ke n z i e  t r a n s m i s s i o n  segment;

C =» C h u g a c h  t a x e s  a l l o c a t e d  to t r a n s m i s s i o n
(cu r r e n t l y  R E A  A c c o u n t  408), less s u c h  taxes 
p r o p e r l y  a l l o c a t e d  to C h u g a c h ' s  B e l u g a  to 
P o i n t  M a c K e n z i e  t r a n s m i s s i o n  segment;

D = C h u g a c h  d e p r e c i a t i o n  a l l o c a t e d  to t r a n s m i s­
sion ( c u r r e n t l y  R E A  A c c o u n t  403), less s u c h  
d e p r e c i a t i o n  p r o p e r l y  a l l o c a t e d  to C h u g a c h ' s  
3 e i u g a  to P o i n t  M a c K e n z i e  t r a n s m i s s i o n  s e g­
ment;

S E R V I C E S  AGREEMENT FOR 3RADLEY LAKE ENERGY
AP P E N D IX  A —  P a g e  1
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E = C h u g a c h  i n t e r e s t  e x p ense and g e n e r a t i o n - a n d -
t r a n s m i s s i o n  T I E R  (or o ther a p p l i c a b l e  g e n­
er a t i o n  and t r a n s m i s s i o n  m a r g i n  requirement) 
a l l o c a t e d  to transmission, less in t e r e s t  
e x p e n s e  and g e n e r a t i o n  and t r a n s m i s s i o n  T I E R  
p r o p e r l y  a l l o c a t e d  to C h u g a c h ' s  Bel u g a  to 
P o i n t  M a c K e n z i e  t r a n s m i s s i o n  segment;

F = The sum in k i l o w a t t h o u r s  of (i) C h u g a c h ' s
total g e n e r a t i o n  (exclusive of g e n e r a t i o n  
for e c o n o m y  sales) plus purchases, and (ii)
the B r a d l e y  La k e  E n e r g y  of the W h e e l i n g
Utilities;

and

K = The a p p l i c a b l e  p h a s e - i n  factor or c o n s t a n t
as set forth b e l o w  in P r o v i s i o n  2 of this 
A p p e n d i x  A.

(b) N o t e s  on s p e c i f i c  v a r i a b l e s .

(i) The P o i n t  M a c K e n z i e  S u b s t a t i o n  is not p a r t  of 
C h u g a c h ' s  B e l u g a  to P o i n t  M a c K e n z i e  t r a n s m i s s i o n  segment, 
and the costs of th a t  S u b s t a t i o n  shall not be e x c l u d e d  in
d e t e r m i n i n g  the v a l u e s  for those v a r i a b l e s  from w h i c h  the
c o s t s  o f  that s e g m e n t  are excluded.

(ii) C h u g a c h ' s  t r a n s m i s s i o n  O & M  expe n s e  and A & G  
e x p e n s e  a s s o c i a t e d  w i t h  C h u g a c h ' s  B e l u g a  to P o i n t  M a c K e n z i e  
t r a n s m i s s i o n  s e g m e n t  are not (and at this time c a n n o t  be) 
s p e c i f i c a l l y  i d e n t i f i e d  and i s o l a t e d  from C h u g a c h ' s  total 
t r a n s m i s s i o n  O & M  e x p e n s e  and A & G  expense. Therefore, 
in c o m p u t i n g  "A" and "B" in the f o r e g o i n g  formula, r e a s o n­
able e s t i m a t e s  o f  C h u g a c h ' s  t r a n s m i s s i o n  O & M  e x p e n s e  and 
A & G  e x p e n s e  a s s o c i a t e d  w i t h  C h u g a c h ' s  B e l u g a  to P o int 
M a c K e n z i e  t r a n s m i s s i o n  s e g m e n t  shall be used. Such e s t i­
mates  m a y  be b a s e d  o n  r e a s o n a b l e  p roxy variables, such as 
the p e r c e n t a g e  of t o thl r e c o r d e d  annual hours of t r a n s m i s­
sion O & M  labor r e p r e s e n t e d  by r e c o r d e d  annual hours of 
t r a n s m i s s i o n  O & M  l a bor on C h u g a c h ' s  B e l u g a  to P o int M a c­
Ken z i e  t r a n s m i s s i o n  segment.

(iii) As p r o v i d e d  in S e c t i o n  13 (cc) of this A g r e e­
ment, n e i t h e r  H E A  nor A E G & T  o n  b e h a l f  of HEA is a W h e e l i n g  
U t i l i t y  for p u r p o s e s  of this A g r e e m e n t  (except, p o t e n t i a l­
ly, as a s u c c e s s o r  or a s s i g n e e  of a n o t h e r  W h e e l i n g  U t i l i­
ty's B r a d l e y  La k e  Energy). Thus, "F" in the formula set 
forth a b ove shall not i n c lude or be i n c r e a s e d  by any B r a d­
ley Lake E n e r g y  of H E A  or A E G & T  on b e h a l f  of HEA, e v e n  if 
such E n e r g y  is w h e e l e d  by C h u g a c h  p u r s u a n t  to S e c tion 8 (f) 
of this A g r e e m e n t  at w h e e l i n g  rates e s t a b l i s h e d  under this 
E x h i b i t  A.

S E R V I C E S  AGREEMENT FOR BRADLEY LAKE ENERGY
APPEN DIX  A —  P a g e  2



2. P h a s e - I n  Fa c t o r  fYears 1-15) And C o n s t a n t  (Later Y e a r s ) .

B e g i n n i n g  w i t h  the c a l e n d a r  ye a r  in w h i c h  the Project, 
a c h i e v e s  C o m m e r c i a l  Operation, and in each of the ne x t  fou r t e e n  
c a l e n d a r  y e a r s  (Calendar Years 1 t h r o u g h  15 in the t a b l e  b e l o w ) , 
t h e  a p p l i c a b l e  w h e e l i n g  rate shall be d e t e r m i n e d  b y  m u l t i p l y i n g  
the t h e n - a p p l i c a b l e  base w h e e l i n g  rate (as c o m p u t e d  above) times 
a p h a s e - i n  fac t o r  in a c c o r d a n c e  w i t h  the f o l l o w i n g  table:

C a l e n d a r  Year P h a s e - I n  Fa c t o r

1 ................................  3333
2 ................................  3333
3 ................................  3333
4 ................................  3305
5 ................................ 4278
6 ................................  4750
7 ................................ 5222
3 ................................  5694
9 ................................ 6167

10 ................................  6639
1  1 ................................ 7111
12 ................................ 7583
13 ................................  3056
14 ................................  3528
15 ................................ 9000

B e g i n n i n g  on the f i rst d a y  of the ne x t  c a l e n d a r  y e a r  a f t e r  C a l­
en d a r  Y e a r  15, and in all s u c c e e d i n g  c a l e n d a r  years, the base 
w h e e l i n g  rate (as c o m p u t e d  u n d e r  h e a d i n g  1 above) shall be m u l­
ti p l i e d  b y  0.9000 as a constant. A n y  i n c r e a s e  in the a p p l i c a b l e  
w h e e l i n g  rate r e s u l t i n g  from an i n c r e a s e  in the p h a s e - i n  factor 
in a c c o r d a n c e  w i t h  the table a b o v e  shall b e c o m e  e f f e c t i v e  w i t h­
out t h e  n e e d  for any r e g u l a t o r y  a p p r o v a l  o t h e r  t h a n  a p p r o v a l  cf 
this Agr e e m e n t .
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Alaska State Legislature
Senate

P.O. BOX V 
State C apito l 

Juneau, Alaska 993!1Official Business

January 27, 1987

The Honorable Jan Faiks 
President o f  the Senate 
Alaska State Legislature 
P.O. Box V
Juneau, Alaska 99811 

Dear President Faiks:

Chapter 30, SLA 86 (HCS CSSB 468 Loans) creating the Rai l bel t  Energy 
Council mandates that the Council report i t s  reccrrmendations to the 
Le g isla tu re  by February 15, 1987.

T his enclosed report was unanimously adopted at a meeting held January 24, 
1987, a t which a l l  merrbers o f the Council were present.

R e spectfu lly  submitted,

Senator Jan Faiks,
.. Chairman, Rai l bel t  Energy Council

JF-.KSD: la I
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EXECUTIVE SLMvWRY

In 7986, the Alaska Legislature created the Ra i l be l t  Energy Council 

(REC) and charged i t  wi t h  addressing f iv e  areas o f concern deal ing wi th 

the R a i l be l t  energy needs (Ch 30, SLA 1986). The Council membership 

consists o f two members appointed by the Governor; two senators appointed 

by the President o f the Senate; two members o f the House o f 

Representatives appointed by the Speaker o f the House; and one 

representative from each o f the seven interconnected Ra i l be l t  u t i l i t i e s .  

The Council was to report it s  recommendations to the Legislature by 

February 15, 1987.

The Council addressed the organizational and f inancial  aspects as 

wel l  as reviewed various al t ernat i ves for meeting the futu  e energy needs 

o f  the R a i l b e l t .  The Council was unable to conduct the review o f  the 

al t ernat i ves in as great a det ai l  as o r i g i n a l l y  ant icipated because o f a 

freeze placed on the $2.5 m i l l i o n  appropriation to the Alaska Power 

A u th o rity  (APA) for that speci f i c  purpose. Despite these d i f f i c u l t i e s  

fu rth e r exacerbated by the d e c lin in g  o i l  prices and state revenues, the 

Council has addressed the major issues and unanimously approved its  

find ings and reccnmendations. They are surmarized below.

FINDINGS:

1. DECREASING OIL PRICES AMD STATE REVENUES ARE CAUSING SIGNIFICANT 

CHANCES IN THE FORECASTED RAILBELT ENERGY REQUIREMENTS FCR THE NEXT 

SEVERAL YEARS. THE IMPACT CF THESE DEVELOPMENTS CN LCNG-TERM GROWTH 

IS UNCLEAR.



5. A PCRTICN CF THE RAILBELT ENERGY FUND SHOULD BE APPROPRIATED FOR THE 

COMPLETION CF THE ANCHCRACE-KBAI PENINSULA A d  ANCHORAGE- FA I FBANKS 

INTERTIES IN CON JUNCTION WITH THE COMPLETION OF THE BRADLEY LAKE 

PROJECT.

6. THE EURCBH OF FRCCF FOR DEMONSTRATING A COMPELLING NEED FOR ANY 
ACDITICWL ENERGY FRO J EOT BEYOND BRADLEY LAKE A d  THE RAILBELT 

INTERTIES, FOR WHICH STATE FINANCIAL ASSISTANCE IS BEING SOUGHT, IS 

CN THE PROJECT SPCNSCR(S) A d  SHOULD INCLLDE A CREDIBLE PLAN CF 

FINANCE AS WELL AS FUBLIC POLICY CONS 1 DERAT I CMS JUSTIFYING THE STATE 

ASSISTANCE.

7. AN ENERGY PROJECT REVOLVING FUND SHOULD BE ESTABLISHED, UTILIZING ANY

. MONIES REMAINING IN THE RAILBELT ENERGY FUND. A METHOD TO REPLENISH

THE FUND SHOULD BE DEVELOPED WITH AFFCRABIL1TY TO THE RATEPAYER AS 

THE KEY TO ANY SUCH REPAYMENT PLAN.
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work, the Legislature placed a l l  o f the remaining Susitna Project funds 

in to  the Rai l bel t  Energy Rind (REF) (Chapter 29 6 41, SLA 1986) whi le 

retaining the sole a u th o rity  for making appropriations from i t .  R jrth e r, 

as a way of  assist ing the C ouncil, the Legislature appropriated $2.5 

m i l l i o n  from REF to the APA for conducting a review and evaluation of  

R a i l be l t  e l ect r i c  power al t ernat i ves (Chapter 42, SLA 1986).

Whi le the Council has addressed the f i ve  areas mandated by statute,  

the report is not as conprehensive as desired largely because o f two 

unplanned events. F i r s t ,  the previous M n i n i s t r a t i  on froze most of  the 

$2.5 m i l l i o n  appropriation to the APA that was to be used to review and 

evaluate Rai l bel t  e l e c t r i c  power a l t ernat i ves.  Second, the decl ine of  

economic growth has subs t ant i a l l y  delayed the need for future generation 

f a c i l i t i e s  in the Ra i l b e l t .

•

Despite these obstacles,  the Council has been able to forge uni f i ed 

posi t ions on a number o f  major issues deal ing wi t h  the R a i l be l t  energy 

problems. The Council feels that implementation o f it s  recommendations 

w i l l  go a long way toward assuring R a i l be l t  consumers—who represent three 

fourths o f  the State' s  population— o f more r e l i a b l e  and low cost 

e l e c t r i c a l  energy. Further, u t i l i z a t i o n  of  the REF for energy projects in 

the RaiI be I t  wi 11 restore seme o f the regional eq u ity  o r i g i n a l l y  

envisioned under the Energy Program for Alaska.
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EXECUTIVE SLMvARY

In 1986, the Alaska Legislature created the R a i l be l t  Energy Council 

(REC) and charged i t  wi t h  addressing f i ve  areas o f concern deal ing wi th 

the Ra i l be l t  energy needs (Ch 30, SLA 1986). The Council menbership 

consists o f  two members appointed by the Governor; two senators appointed 

by the President o f the Senate; two meirbers o f the House o f 

Representatives appointed by the Speaker o f the House; and one 

representative from each o f the seven interconnected Ra i l be l t  u t i l i t i e s .  

The Council was to report it s  reccrrmendations to the Legislature by 

February 15, 1987.

The Council addressed the organizational  and f inancial  aspects as 

wel l  as reviewed various a l t ernat i ves  for meeting the future energy needs 

o f  the R a i l b e l t .  The Council was unable to conduct the review of  the 

al t ernat i ves in as great a det ai l  as o r i g i n a l l y  ant icipated because o f a 

freeze placed on the $2.5 m i l l i o n  appropriation to the Alaska Power 

A j t h o r i t y  (APA) for that speci f i c  purpose. Despite these d i f f i c u l t i e s  

fu rth e r exacerbated by the d e c lin in g  o i l  prices and state revenues, the 

Council has addressed the major issues and unanimously approved its  

fin d in gs and reccnmendations. They are sunrarized below.

FINDINGS:

1. DECREASING OIL FRICES A^D STATE REVENUES ARE CAUSING SICNIFKANT 

CHANGES IN THE FORECASTED RAILBELT ENERGY REQUIREVENT5 FCR THE NEXT 

SEVERAL YEARS. THE IMPACT CF THESE DEVELOPMENTS CN LCNG-TERM GROWTH 

IS UNCLEAR.
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2. CUE TO EUXETARY LIMITATIONS, STATE PARTICIPATION IN FUTURE EHERGY 

PROJECTS WILL BECOME WORE CONSTRAINED.

3. INCREASING THE UTILIZATION AMD EFFICIENCY CF THE EXISTING RAILBELT 

GENERATION AMD TRANSMISSION RESOURCES REPRESENTS THE BEST SOLUTION IN 

THE NEAR TEFM.

H. IfvFRCVING COOPERATION AMD COORD I NATION AMONG RAILBELT UTILITIES WILL 

INCREASE THE RELIABILITY AMD COST EFFECTIVENESS CF THE REGION'S 

ELECTRIC SYSTEM.

5. THE LEGISLATURE ESTABLISHED THE RAILBELT EHERGY FUMD FOR THE SOLE 

FURKSE CF FINANCING ENERGY FROJECTS IN THE RAILBELT REGION.

MAJOR RECCVfvEMIAT 1CN5:

I .  CREATION CF A RBGICNAL GENERATION AMD TRANSMISSION TYFE UTILITY 

ORGANIZATION IS IN THE BEST INTEREST CF THE RAILBELT CONSUMERS AMD 

SHOULD CONTINUE TO BE SUPPORTED BY ALL CONCERNED.

2. THE ALASKA POWER AUTHORITY SHOULD CONTINUE TO PERFORM IT5 RAIL3ELT 

FUNCTIONS UNTIL THE LEGISLATURE AMD ADMINISTRATION COMPLETE THEIR 

REVIEW AMD DETERMINE THE APA'S FUTURE ROLE AMD STRUCTURE.

3. THE COUNCIL RECCMvECS THAT THE UTILITIES SHCULD HAVE REFRE5EHTAT1CN 

CN THE ALASKA POWER AUTHORITY ECARD CF DIRECTORS.

4. CCNSTRJCTICN CF THE ERACLEY LAKE HYDROELECTRIC FROJECT SHOULD 

CONTINUE IN ACCORDANCE WITH A FLAN CF FINANCE AMD POWER SALE 

AGREEMENTS FRE/ICUSLY APPROVED OR AS W  BE MODIFIED SE7WE3H APA AMD 

THE RAILBELT UTILITIES. ALL RAILBELT UTILITIES SHCULD BE GIVEN AN 

O PPO R T U N IT Y  TO  P A R T IC IP A T E  IN  T H P  RRAT.I FV  I AKE PRO I0~T.
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A PORTION CF THE RAILBELT ENERGY FUND SHCULD BE APPROPRIATED FCR THE 

COMPLETION CF THE ANCHORAGE-KENAI PENINSULA AND ANCHORAGE-FAIRBANKS 

INTERTIES IN CONJUNCTION WITH THE COVPLETICN OF THE BRADLEY LAKE 

FROJECT.

THE BURDEN OF PROOF FCR DEMONSTRATING A COMPELLING NEHD FCR ANY 

ADDITIONAL ENERGY PROJECT BEYOND BRADLEY LAKE AND THE RAILBELT 

INTERTIES, FCR WHICH STATE FINANCIAL ASSISTANCE IS BEING SOUGHT, IS 

CN THE FROJECT SPCNSCR(S) AND SHCULD INCLUDE A CREDIBLE PLAN CF 

FINANCE AS WELL AS FUBL1C POLICY CONS I DERATIONS JUSTIFYING THE STATE 

ASSISTANCE.

AN ENERGY PROJECT REVOLVING FUND SHCULD BE ESTABLISHED, UTILIZING ANY 

MONIES REMAINING IN THE RAILBELT ENERGY RJND. A METHOD TO REPLENISH 

THE FUND SHCULD BE DEVELCPHD WITH AFFORDABILITY TO THE RATEPAYER AS 

THE KEY TO ANY SUCH REPAYMENT PLAN.



INTFCCLCTICN

The Rai lbel t  Energy Council was created by the Alaska Legislature 

(Chapter 30, SLA 1936) during the 1986 Legislat ive session. The Council 

was created in response to requests from the Rai l bel t  u t i l i t i e s  and other 

interested part ies concerned that wi th the demise o f the Susitna River 

Hydroelectric Project (Watana and Devil  Canyon dams) early in 1986, the 

Ra i 1 be I t ' s  energy needs would not be met. The terms o f financing for the 

Susitna project  were found to be unacceptable due to its  large capital  

cost and decreasing State revenues, although the project  s t i i l  appears 

economically feasible over the long run.

The demise o f the two-dam Susitna project  l e f t  the Rai l bel t  Energy 

Program in question and with the problem o f how best to u t i l i z e  seme $280 

m i l l i o n  designated as part o f  the st at e ' s  equity in that project.

M o th e r issue that had to be addressed deal t  wi th the perception 

that the cooperation and coordination among the Alaska Power Authori ty and 

the seven interconnected Rai l bel t  u t i l i t i e s  was not as ef f ect i ve as deemed 

necessar/ for formulating the most e f f i c i e n t  solut ions to Rai l bel t  energy 

needs.

In general then, the Council was created to address the 

organizat ional ,  generation, transmission and f inancial  issues as they 

related to the Rai l bel t  energy problems. Tne s t a t u t o r i l y  specif ied issues 

are addressed later in this report. Pending completion o f the Counci l 's



work, the Legislature placed a l l  o f  the remaining Susitna Project funds 

into the Ra i l be l t  Energy Fund (REF) (Chapter 29 & 41, SLA 1986) whi le 

retaining the sole authori ty for making appropriations from i t .  Further, 

as a way o f assist ing the Council ,  the Legislature appropriated $2.5 

m i l l i o n  frcm REF to the APA for conducting a review and evaluation of  

R a i l b e l t  e l e c t r i c  power a l ternat ives (Chapter 42, SLA 1986).

Whi le the Council has addressed the f i ve  areas mandated by statute,  

the report is  not as conprehensive as desired largely because o f  two 

unplanned events. F i r s t ,  the previous Administration froze most o f the 

$2.5 mi I l ion appropriation to the APA that was to be used to review and 

evaluate Ra i l be l t  e l ect r i c  power al t ernat ives.  Second, the decl ine of  

economic growth has substant i al l y  delayoa the need for future generation 

f a c i l i t i e s  in the Ra i l be l t .

•

Despite these obstacles, the Council has been able to forge uni f i ed 

posi t ions on a nurber o f major issues deal ing wi th the Rai l bel t  energy 

problems. The Council feels that inplementation o f its  reconmendations 

w i l l  go a long way toward assuring Rai l bel t  consigners--who represent three
(J

fourths o f  the State's population— o f more r el i abl e  and low cost 

e l e c t r i c a l  energy. Further, u t i l i z a t i o n  o f  the REF for energy projects in 

the Ra i l be l t  w i l l  restore some o f the regional equity o r i g i n a l l y  

envisioned under the Energy Program for Alaska.
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The Findings and Reccmrendations o f this report are keyed to the f ive 

speci f ic reporting requirements o f the statute (Ch. 30, Sec 2, SLA 1986). 

Each o f the f i ve  parts under Findings & Reccmnendations is headed with one 

o f  the statute requirements, which is underlined for easier



ma
.

1. Reconmend the best o p t i c for planning, financing, constructing,
and managing e l e c t r i c  power f a c i l i t i e s  in the R a i l b e l t  area.

A. Planning. The R a i l be l t  Energy Council fin d s that a wel l  

coordinated planning e f f o r t  among those responsible for 

supplying the service is absolutely essential  to assure that 

the R a i l b e l t  customers wi11 have the most r e l i a b l e ,  

e f f i c i e n t  and economic e l e c t r i c  supply system. While there 

are many interested part ies thac have much valuable input to 

o f f e r  to the planning process, THE FfiCT REMAINS THAT THE 

RESPONSIBILITY FCR SUCH PLANNING REMAINS WITH THE RAILBELT 

UTILITIES AK) THE ALASKA POWER AUTHORITY. The Counci I 

should not be expected to become a subst i tute for such a 

planning e n t i t y .

THE COUNCIL BELIEVES THERE MJST EXIST A FORMAL ORGANIZATION 

o f a l l  interconnected R a i l be l t  u t i l i t i e s .  The creation of  

such a regional u t i l i t y  organizat ion should continue to be 

supported by the responsible agencies, the Legislature and 

the Administrat ion as being in the best interest  o f  the 

Ra i l be l t  consumers.

- 7 -



While the Council recognizes that in the long-term the 

optimal solut ion would be a regional generation and trans­

mission (G&T) u t i l i t y  organization,  i t  is also aware that 

technical and p o l i t i c a l  considerations may preclude such a 

solut ion in the short-term . Therefore, as an interim 

solut ion the Council reccmnends that:

1. The Rai I bel t  u t i I i  t i es  and APA work di I i ge nt i y  

toward establ ishing a regional organization as soon as 

possible.

2. Pending any change in it s  role and/or stru ctu re, 

the APA should continue to administer and perform its

‘ ex i s t i ng  programs and functions rel at ive  to the Bradley 

Lake and the Rai l bel t  i n t e r t i e s  projects.

3. The APA Board o f Directors be immediately 

reorganized to include di rect  u t i l i t y  representation.

The Counci I reccmnends that the role o f  APA be re-evaluated. 

Two issues that should be taken into consideration in this 

review are the pending formation o f  a regional GoT u t i l i t y  

and a s i g n i f i c a n t l y  smaller state budget. Such a review by 

the Legislature and the Administration should begin curing 

thp 1 Qa7 r̂vj  orovide fo r  the Pai !be!t ut i  * : +y  ir'^U'*'.



B. Financing. The Council finds that i t  is not appropriate to 

reccnmend financing options w'tthout f i r s t  having a speci f ic 

project  proposal . In general terms, the Counci I bel ieves 

that each project  w i l l  have some unique aspect and the 

optimal financing plan w i l l  have to be custom t ai l ored a f t er  

speci f ic economic f e a s i b i l i t y  and a l l  relevant f inancial  

factors have been i de n t i f i ed  and publ ic pol icy aspects con­

sidered. The Council recognizes that  new State capital  

project  funds w i l l  most l i k e l y  remain scarce in the imme­

diate future..

Therefore, THE COUNCIL REGOVMENDS THAT THE LEGISLATURE 

OCNSIDER THE FINANCING OPTIONS FCR EACH NEW FROJECT 

SEPARATELY M l)  ENSURE OPTIMAL USE OF THE STATE MD  FRIVATE 

EQUITY FUNDS.

Specif ical  !y,  THE COUNCIL RECEMvBCS THAT THE LEGISLATURE 

CONTINUE TO SUPPORT THE FREVICUSLY APFRCVED BRADLEY LAKE 

HYDROELECTRIC PROJECT” NOW UNDER CONSTRUCTION.

The Bradley project has already been deemed e jncmical ly and 

environm entally feasible and has received l icensing approval 

from the Federal Energy Regulatory Commission. Construction 

was begun in tite summer o f  1986. The State of  Alaska has 

appropriated approximately *168 m i l l i o n  for the proj ect ,  $50 

mi 11ion of  wh'ch was frozen a f t e r  the 1986 Legislat ive 

session.
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Tne Rai l bel t  Energy Council unanimously supports timely 

ccnpletion o f the Sradley project  and supports f u l l  

addit ional  funding o f $50 m i l l i o n  for a total  appropriation 

of  $218 m i l l i o n  as previously approved by the Legislature 

and which was in ef fect  at the time o f the signing of 

conditional  power sales agreements. Changes to the exist ing 

plan o f  finance should be contenplated only af ter  a careful 

evaluation of  the irrpact they would have on the exist ing 

power sale agreements, but wi th the recognition that a ll  

seven interconnected Rai l bel t  u t i l i t i e s  should have direct  

access to the Project through completion o f the 

Aochorage-Fairbanks and Anchorage-Kenai Peninsula i nt ert i es.

Further, THE CCUNC1L RECCMvBCS THAT A PCKT1CN CF THE 

RAILBELT ENERGY FUND BE USED TU> CO/P.LETE THE ANCHCRACE TO 

FAIRBANKS /AND ANCHCRACE TO KENAI PENINSULA INTERTIES. The 

Council finds that the ccnpletion o f these int ert i es wi11 

a I low al I o f  the Rai I bel t  u t i I i  t ies to more equally share 

the benef i ts o f  the Bradley Lake project  as well  as 

provide more r e l i abl e  and less cost ly  e l ect r i c  service to 

a l l  consumers in the region.

C. Constructing. The Counci I fines that the owner or owners o f 

a power project should retain the r esponsi bi l i ty  and 

a u th o rity  to decide how best to construct i t .  Unless and 

ijpt j i |+5 r0 |e and /o r  structure are changed the -apa chnnin
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retain r es pons i b i l i t y  for the ccnpletion o f the Bradley Lake 

Project and the I nt er t i es .  The APA should closely 

coordinate i t s  a c t i v i t i e s  wi t h  the R a i 1 be 11 u t i I i t i e s .

I f  at sane future date there should cave  into being a 

regional u t i l i t y  organizat ion,  then any projects constructed 

by i t  should be accomplished t o t a l l y  under that 

organizat ion's control .

D. ftenaging. The Council finds that in general the 

u t i l i t i e s  are best q u a l i f i e d  to operate and maintain the 

power supply f a c i l i t i e s  and recommends that the APA pol icy 

o f  contracting out such operations to local u t i l i t i e s  be 

continued. The Counci I fu rth e r recommends that management 

decisions,  which are normally the prerogative o f the owner 

and which could impact ratepayers, be closely coordinated 

among the owners, operators and users.

Ch the issue o f d i v e s t i t ur e ,  the Council finds that; the 

transfer o f the federal Eklutna H ydroelectric  project  to 

local u t i l i t y  or u t i l i t i e s  makes sense only i f  the purchase 

price and terms are favorable to consumers and other 

interested part ies.  Accordingly, the Counci I reccnmends 

that the appropriate Ra i l be l t  u t i l i t i e s  continue to pursue 

the d i v es t i t ur e  process u n t i l  the sale is consunated or i t  

b s c c r n s s  c !93r that ths procsss w?!! not b s  successful d u o  to
s

p o l i t i c a l  and other constraints.
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Examine a l l  a lternatives and recommend the best method for
meeting projected RaiI be I :  energy demand^

As previously mentioned, the Council was unable to thoroughly 

examine a wide spectrun o f  energy a lte rn a tive s  because funds for 

energy a lte rn a tive  studies were frozen. In addition, the Council 

finds that the dramatic decline in o i l  prices since the end o f  

the 1986 Legislative  Session has had a profound effect on near- 

term R a ilb e lt  energy forecasts. For the near future, th is  seems 

to indicate that unless there is a s ig n if ic a n t upturn in the 

economy, there may not be a need for major new power plant 

additions a fte r  the completion of the Bradley Lake and In te rtie s  

projects and excluding any ex is tin g  plant replacements.

Given these circumstances, THE COUNCIL FlfCS THAT THE PFLCENT 

STrATBCY TO FCUjCW AT THIS TI.VE IS TO INCREASE THE UTILIZATION 

AND OPERATIONAL EFFICIENCY CF THE EXISTING RAILBELT GENERATION 

AND TRANSMISSION FACILITIES AND THCSE UNDER CONSTRUCTION. 

S p e c if ic a lly ,  th is  should include timely ccnpletion o f  the 

Bradley Project, constructing a new Anchorage-Kenai Peninsula 

in t e r t ie ,  upgrading the Anchorage-Fairbanks in t e r t ie ,  

implementation o f  various conser/ation measures and extending the 

l i f e  o f  existing  power plants.

There are many benefits  o f  an improved transmission system. Seme 

o f these are not e a s ily  qu a n tif ia b le  into d o lla rs. Examples of 

such benefits include i^p^o^ed re! ia b i ! i t ' / ,  decreased



standby generation requirements, f l e x i b i l i t y  o f  buying from 

lowest cost generation source, the increased competition due to 

greater access to a lte rn a t iv e  generation methods and f a c i l i t a t i o n  

o f  general economic development requirements. THEREFORE, THE 

COUNCIL REOCMeDS THAT THESE RJBLIC POLICY ISSUES BE CONSIDERED 

AS AN IMPORTANT PART CF THE DECISION MAKING PROCESS IN AUDITION 

TO THE TRADITIONAL BBJEF1T/CCST ANALYSIS.

The Council finds that e le c t r ic i t y  has become a necessity and a 

prerequisite  to improving the q u a l i t y  o f  l i f e  for the rural 

residents. V\hile the Council recognizes that extending the 

e le c tr ic a l service to a_M_ rural residents is neither p ra c t ic a l,  

nor desired by seme o f them, i t  finds that extension o f  such 

services along state routes and in te r t ie s ,  on a p r io r i t y  basis, 

would be h ig h ly  desirable. Accordirigly, the Council believes 

that the Legislature and the Adm inistration should adopt p o lic ie s  

and appropriations designed to achieve that goal, thereby 

enhancing the economic development potentia l o f  the rural 

residents w hile  concurrently improving th e ir  q u a l ity  o f  l i f e .

3. Recommend a lte rn a tiv e  financing plans for as s is t in g  the p riva te  
sector and p u b l ic u t i l i t i e s  to meet the fucure energy needs of 
the Ra i I be 11 a rei~!

The Council has in th is  report made sp e c if ic  reccnrmendations 

covering methods o f  financing for Bradley Lake and the In te r t ie s .  

The Council recognizes that State revenues have severely declined 

and that no new generation, in addition :o the Bradley Lake and
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In te rtie s  projects may be needed in the near future. The Council 

generally supports construction o f  future power supply projects 

by the rrunicipal i t ie s ,  u t i l i t i e s  or the private  sector.

The Counci I further reccmnends that the burden o f  proof for 

making a cancelling case for State p a rt ic ip a tio n  in any project 

rest w ith the project sponsor(s) to include demonstrating that 

private  financing is not feasible or available  and that public 

p o lic y  considerations warrant f inancia l assistance by the State.

THE CCUNCIL FI ICS THAT THE U3GISLATURE ESTABLISHED THE RAILBELT 

ENERGY FUND FCR THE SCLE FLRFCSE CF FINANCING ENERGY FROJECTS IN 

THE RAILBELT REGION. Accordingly, THE CCUNCIL REOCVMBCS THAT A 

PLAN CF FINANCE BE DEVELOPED TO ASSURE THAT THESE FUNDS ARE USED 

SOLELY FCR THEIR INTENDED RJRPCSE AMD THAT REPLSNIS-tMENT CF THE 

FLICS BE CONSIDERED A KEY ELEMENT IN ANY SUCH PLAN.

4. Determine whether a regional generation and transmission 

u t i l i t y  organization can operate to the best interests o f  u t i l i t y  

consumers.

As alluded to under Finding 1A, the Council is aware that 

previous studies have demonstrated that a regional power supply 

u t i l i t y  organization is in the best interest of consumers.
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Currently, work is being pursued by the R a ilb e lt  u t i l i t i e s  toward 

a regional generation and transmission u t i l i t y  organization.

This includes a formal generation and transmission organization 

study and a possible m odification o f  the e xis ting  Alaska E le c tr ic  

Generation & Transmission cooperative by-laws to accommodate 

furth er expansion.

The Council is convinced that a regional generation and trans­

mission u t i l i t y  organization makes sense and that the goal is 

worthwhile pursuing despite potentia l implementation problems. 

Pending a successful resolution o f  the issue, the Council recom­

mends that the APA become a formal marioer o f  any organization 

designated to deal w ith  the R a ilb e lt  energy issues.

5. Cooperate w ith  the Alaska Power A u th o rity  to examine the fea- 

s i b i l i t y  and d e s ir a b i l i t y  o f  energy p ro je c ts .

The Council notes that APA and the u t i l i t i e s  are already cost 

sharing in the study o f  the /Vichorage-Kenai Peninsula In te r t ie  

f e a s ib i l i t y .  The Council finds that freezing o f  the $2.5 m i l l io n  

(except for the $150,000 for the /Vichorage-Kenai Fen insula 

In te r t ie  f e a s ib i l i t y  study) designated for stucyirg the R a ilb e lt  

e le c tr ic  power a lte rn a tive s  lim ited the Council's  a b i l i t y  to 

review and evaluate R a ilb e lt  e le c tr ic  power a lte rn a tive s  such as 

coal, gas, conservation. Devil Canyon, and other hydro generation

ryry+  i o n e
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Should the Legislature desire additional analysis to determine 

whether any of the above options are desirable, the Council would 

recommend that a h ighly q u a lif ie d  team be asserrbled to prepare 

plans o f  finance to determine whether the projects are able to be 

financed before proceeding w ith a f e a s ib i l i t y  analysis. The 

Council believes that th is  sequence would preclude needless 

expenditure o f  funds on detailed f e a s ib i l i t y  studies for projects 

which are not able to be financed despite being economically 

feasib le .

tthi le the Counci I finds that restructuring the APA Eoard of 

Directors is the best so lu tio n  to assuring improved cooperation 

and coordination between the R a ilb e lt  u t i l i t i e s  and the APA, 

should the Legislature desire to extend the l i f e  o f  REC for any 

reason, then the APA should be made a fu l I  member.
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Generation S Transmission cooperative by-laws to accommodate 
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The Council is convinced that a regional generation and trans­

mission u t i l i t y  organization makes sense and that the goal is 

worthwhile pursuing despite potentia l implementation problems. 

Pending a successful resolution  o f  the issue, the Council recom­

mends that the APA become a formal member of any organization 

designated to deal w ith  the R a ilb e lt  energy issues.

5. Cooperate w ith  the Alaska Power A jt h o r it y  to examine the fea­
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Should the Legislature desire additional analysis to determine 

whether any o f  the above options are desirable, the Council would 

recommend that a h ig h ly  q u a l i f ie d  team be assembled to prepare 

plans o f  finance to determine whether the projects are able to be 

financed before proceeding w ith  a f e a s ib i l i t y  analysis. The 

Council believes that th is  sequence would preclude needless 

expenditure o f funds on detailed  f e a s ib i l i t y  studies for projects 

which are not able to be f ;nanced despite being economically 

feasible.

'Ahi le the Council finds that restructuring the , PA Board o f  

Directors is the best so lu tio n  to assuring improved cooperation 

and coordination between the R a ilb e lt  u t i l i t i e s  and the APA, 

should the Legislature desire to extend the l i f e  o f  REC for any 

reason, then the APA should be made a fu l I  member.



RA ILB ELT ENERGY PLAN

April 8, 1987

Last year, after the Susitna Hydroelectric Project was cancelled, the Legisla­
ture  established the Railbelt Energy Fund and the Railbelt Energy Council. 
The purpose of the Ra'lbelt Energy Fund was to reserve approximately $280 
million, previously earmarked for Susitna, for other Railbelt energy projects. 
A major purpose of the Railbelt Energy Council was to recommend such 
projects.

In creating the Railbelt Energy Fund and the Railbelt Energy Council, legisla­
tors and administration officials made one th ing ve ry  clear to the seven elec­
tric  utilities in the region: They needed to agree on a plan of action and
they needed to work with and through the Railbelt Energy Council.

This has been done.

For the f ir s t  time ever, all seven Railbelt utilities, which together serve more 
than three quarters of the State's population, have agreed on a Railbelt ener­
g y  development plan. That plan consists of two basic elements: Completion of
the Bradley Lake Hydroelectric Project and completion of a solid Railbelt 
transmission intertie system.

The plan was unanimously recommended by the Railbelt Energy Council in its 
January 24, 1987, report to the Legislature. Moreover, the plan has been
endorsed by a broad Railbelt coalition that includes business, labor and go v­
ernment leaders. Many local governments and chambers of commerce th ro u gh ­
out the Railbelt have passed formal resolutions of support.

Among the governmental entities are the Anchorage Municipal Assembly, 
Fairbanks C ity  Council, Matanuska-Susitna Borough, Wasilla City Council, 
Palmer C ity  Council, Kenai Peninsula Borough, Homer City Council, Kenai 
City Council and Soldotna C ity  Council, as well as the Kenai Caucus and Uni­
fied Fairbanks organizations. Labor supporters include the Alaska A F L-C IO  
and its 48 unions and affiliates, including the International Brotherhood of 
Electrical Workers Local 1547, and Teamsters Union Local 959. Local chambers 
of commerce th at have passed resolutions include Anchorage, Fairbanks, 
Wasilla, Palmer, Big Lake, Willow, Talkeetna, Kenai, North Kenai and Homer. 
The Alaska State Chamber of Commerce has made the Bradley Lake project 
and the intertie system one of its highest legislative priorities.



- -  Regional cooperation and coordination will be improved, as already 
evidenced through the establishment of the Railbelt Energy Council 
and the Railbelt energy coalition.

B R A D LE Y LAKE

T h e  major benefit of the Bradley Lake project is the assurance of a stable, 
long-term  supply of low-cost power, to be shared throughout the Railbelt u t i­
liz ing the proposed intertie system. Because of higher capital costs, h y d r o ­
electric power is initially more expensive than that from fossil fuel plants. 
However, Bradley Lake energy is expected to become cheaper than the 
least-cost alternative of natural gas within the f irs t  f ive  to seven years of 
Bradley's operation. The real payoff is that hydroelectric projects like 
Bradley Lake will last up to 100 years, compared to 20 or 30 years f o r  gas 
turbines and other fossil-fuel generation facilities.

It  is ve ry  important to remember th a t  Bradley Lake will be more than an ad­
ditional power source for the Railbelt. It will also be replacement power, be­
cause many of the region's existing  gas-fired generation units will be wearing 
o u t in the early and mid-1990s.

T h e  current plan, agreed to by all seven Railbelt utilities, is for the State 
and those utilities - -  through long-term  power sales agreements - -  to split 
th e  cost of the project. Under th e  current $350 million cost estimate, the 
State's contribution would be $175 million, which is $43 million less th an  a 
previously agreed-to state equity share of $218 million. Should the cost of 
Bradley drop fu rth e r, as many expect it will, the State's contribution would 
be reduced proportionately.

O f the $175 million from the State, $118 million already has been committed to 
project. The Governor has introduced legislation - -  S .B . 159 and H .B . 165 - -  
to appropriate an additional $50 million from the Railbelt Energy Fund, to  re­
place $50 million previously approved from the general fund but later rescind­
ed. With the $118 million, the $50 million will bring the State's Bradley Lake 
contribution to $168 million, or w ithin $7 million of the currently proposed 
$175 million. It is expected that the final $7 million will be appropriated by 
th e  current Legislature for fiscal 1988. Approximately $50 million already has 
been spent on the project, much o f  it for  site preparation and support fa c il i­
ties.

T H E  INTERTIES

Construction has not yet begun on the interties, but studies are well under 
w ay. An economic analysis on both the southern and northern interties has 
been completed. So has a preliminary engineering feasibility study on the 
southern intertie, with the final report due in the very near future. A n en­
gineering feasibility study on the northern intertie is in progress, with a f i ­
nal report due in early May. It is important that environmental work com­
mence this year so the transmission system can be in place when the Bradley 
Lake project comes on line, or as soon afterward as possible.
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A nother ve ry  important general benefit of the interties is that they will fa c il i­
tate economic development and commerce, the results of which will be felt 
even beyond the Railbelt. In this respect, the interties are analogous to a 
highway, whose contribution to economic development and commerce is easily 
understood yet d ifficu lt  to model. Where a highway carries motor vehicles, 
the interties will carry an equally essential commodity - -  electric energy. 
Like good roads, a good electric transmission system is essential to a region’s 
development.

The program to complete the Bradley Lake project and the Railbelt interties is 
sound. 7 he projects will benefit th e  majority of Alaska’s consumers, and 
there is unprecedented support from a broad spectrum of interests, including 
every electric u t i l ity  in the region as well as labor, business and local g o v ­
ernment.

Both the Bradley Lake project, and the interties are bona fide public works 
projects, and they will pay long-term dividends. The Railbelt's power supply 
network will be strengthened in a number of ways, including reliability and 
lower-cost generation in the future. T h e  regional arid statewide economies - -  
including the job sector - -  will be stimulated during construction and for 
many years to come.

While there inevitably is disagreement over how best to use public funds, es­
pecially during times when revenues are less plentiful, there is a demonstra­
ble need for the Bradley Lake project and the intertie system. This program 
fu lf i l ls  a high public purpose.

SUMMARY

: rbprog



present t r a n s f e r  c a p a b i l i t y  o f  70 MW to a f u l l  c a p a b i l i t y  
o f  350 MW. No o th e r  change in  the transm iss ion  system is  
assumed.

4 ) F u l l  R a i lb e l t  I n t e r t i e  P ro p o s a l : Both o f  the t ransm iss ion
improvements described  above a re  assumed: the
Anchorage/Kenai Pen insu la  I n t e r t i e  and the 
Anchorage/Fairbanks upgrade.

The b e n e f i t s  th a t  were q u an t i f ie d  in  th is  a n a ly s is  a re  de fined  as 
the reduc t ion  in  system co s t  th a t  occurs as a r e s u l t  o f  a given 
t ran sm iss ion  improvement. For example, th® q u an t i f ie d  b e n e f i t  o f  
the f u l l  R a i lb e l t  I n t e r t i e  p roposa l i s  de fined  as the d i f f e re n c e  
in  system co s t  between scena r io  #1 and scena r io  H, i . e .  the base 
case co s t  minus the system cos t g iven the f u l l  I n t e r t i e  p rop o sa l .
As d iscussed in  g re a te r  d e t a i l  in  the r e p o r t  from Lotus Consu lt ing  
Group, the va lue  o f  the b en e f i t s  i d e n t i f i e d  in  the system modeling 
e x e rc is e  a re  as f o l l o w s :

Sum o f  B en e f i t s  Net P resen t Value
in  1986 D o l la r s o f  B en e f i t s *

(m i l l i o n s ) (m i l l i o n s )

F u l l  I n t e r t i e  P roposa l 
Anchorage/Kenai Only 
Anchorage/t< .ir banks Only

$423 .2 $204 .6
209 .4 102 .2
210 .6 101.2

* The base yea r f o r  the net p resen t va lue  c a lc u la t io n  i s  1987. 
8549/723



Approximately 25% o f  the i d e n t i f i e d  va lue  o f  the Anchorage/Kenai 
Pen insu la  i n t e r t i e  i s  a t t r ib u t a b le  to an estimated 100 MW o f  
capac ity  cos t savings made p o s s ib le  by re se rv e  sha r ing . The o the r 
75% o f  va lue i s  due p r im a r i ly  to  s i t i n g  f l e x i b i l i t y  f o r  new p lan t 
capac ity  and economy in te rchange . I t  shou ld  be noted tha t the 
e n t i r e  output o f  the B rad ley  Lake p ro je c t  i s  absorbed by the system 
in  every s c en a r io ,  in c lud ing  the base case . The e f f e c t  o f  the 
i n t e r t i e  p ro je c t  on B rad ley  Lake would be to  inc rease  the 
d i s t r i b u t i o n ,  not the amount, o f  B rad ley  Lake power s a le s .

The id e n t i f i e d  va lue  o f  the Anchorage/Fairbanks upgrade is  due 
p r im a r i ly  to  the increased d isp lacement o f  o i l - f i r e d  gene ra t ion  in  
the Fairbanks a rea by n a tu ra l  g a s - f i r e d  gene ra t ion  from the 
s ou th c en t ra l a re a . The key f a c t o r s  th a t  c on t r ib u te  to  th is  
es tim ate  a re the assumed d i f f e r e n t i a l  between the n a tu ra l  gas p rice  
and the f u e l  o i l  p r ic e ,  and the assumed e l e c t r i c i t y  demand fo re c a s t  
o ve r the long run f o r  the Fa irbanks a re a .

Other B ene f its

*  System R e l i a b i l i t y : S treng then ing  the t ransm iss ion  l i n k s
between load  cen te rs  c re a te s  a more r e s i l i e n t  in te rconnected  
system th a t  i s  b e t te r  ab le  to  recove r from d is tu rbances  such 
as the lo s s  o f  a major genera t ing  u n i t .  The e x is t in g  
t ransm iss ion  l i n k s  between Anchorage and the Kenai Peninsu la
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and between Anchorage and Fairbanks w i l l  r e s u l t  in  a 
sep a ra t ion  o f  the th ree  a reas from one another i f  a 
s ig n i f i c a n t  d is tu rbance occu rs . This w i l l  u s u a l ly  r e s u l t  in  
the lo s s  o f  lo ad  in  a t  l e a s t  two o f  the th ree  a re a s .  This 
s ep a ra t ion  occurs p re c is e ly  a t  the time when i t  i s  most 
important to mainta in the connection between a reas to  enable 
genera t ing  rese rves  to  be t ranspo rted  to  the a rea where the 
d is tu rbance has occu rred .

A s t ron g e r  in te rconnec tion  between the th ree lo ad  cen te rs  
would reduce the p r o b a b i l i t y  o f  i s la n d in g  (where one area 
lo s e s  i t s  in te rconnec t ion  with another a rea '', and 
consequent ly  reduce the p r o b a b i l i t y  o r  magnitude o f  an outage.

* Enhanced Competition Among Fuel S u p p l ie r s : Though the
magnitude o f  th is  b e n e f i t  to R a i lb e l t  consumers i s  
p a r t i c u l a r l y  d i f f i c u l t  to a s se s s , i t  cou ld  be one o f  the 
most s ig n i f i c a n t  aspects o f  the I n t e r t i e  p r o je c t .  An example 
might h e lp  to i l l u s t r a t e  the p o t e n t i a l .  A con se rva t ive  
estim ate  o f  n a tu ra l  gas consumption f o r  e l e c t r i c  gene ra t ion  
du ring  the e a r ly  years o f  the study per iod  i s  30 BCF per y ea r .  
At $1 .60  per MMBTU, the cos t o f  th a t  gas in  1986 d o l l a r s  would 
be $48 m i l l i o n  per y e a r .  I f  enhanced competit ion  re su l t e d  in  
a reduc t ion  in  the wellhead p r ic e  o f  5 cents per MMBTU, the 
annual savings in  f u e l  co s t would amount to about $1 .5  m i l l i o n  
per y e a r .  Extending tha t b e n e f i t  ove r the 30 year study
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period  from 1991 through 2020, the t o t a l  saving achieved in
th is  manner would be $45 m i l l i o n ,  w ith a p resen t va lue o f
about $24 m i l l i o n .  O i l  and c o a l s u p p l ie r s  would be faced with 
s im i la r  competit ive  p re ssu re s .

Comparison o f  Costs and B en e f i t s

There a re  two rou te s  th a t  a re p re s e n t ly  under con s id e ra t io n  f o r  a 
new Anchorage/Kenai Pen in su la  i n t e r t i e .  The best c on s t ru c t ion  cos t 
es tim ates c u r r e n t ly  a v a i la b le  a re  about $76 m i l l i o n  f o r  one rou te
and about $96 m i l l i o n  f o r  the o th e r  ro u te .  Because the
c on s t ru c t io n  co s t  i s  not the on ly  c on s id e ra t io n  in  rou te  s e le c t i o n ,  
a d ec is ion  on a p re fe r r e d  rou te  has not yet been made. For 
purposes o f  t h i s  p re l im in a ry  comparison o f  c o s ts  and b e n e f i t s ,  a 
c on s t ru c t ion  co s t  o f  $86 m i l l i o n  i s  assumed based on the average 
co s t  o f  the two ro u te s .

A study aimed a t  c a r e f u l  development o f  a cos t estimate f o r  the 
Anchorage/Fairbanks upgrade i s  scheduled to  take p lace during the 
month o f  A p r i l ,  1987. U n t i l  th a t  study i s  complete , the best 
f ig u r e  a v a i la b le  con tinues to  be a rough estim ate  o f  $100 m i l l i o n .  
T h e re fo re , the c on s t ru c t io n  co s t  o f  the f u l l  R a i lb e l t  I n t e r t i e  
p roposa l i s  assumed to be $186 m i l l i o n  ( i n  1986 d o l l a r s )  f o r  
purposes o f  t h i s  comparison. F u r th e r ,  i t  i s  assumed tha t these 
cos ts  would be spread over a two yea r c on s t ru c t io n  p e r iod ,
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s p e c i f i c a l l y  th a t  h a l f  o f  the cos t would be in cu r red  in  1989 and 
the o th e r  h a l f  in  1990.

The annual ope ra t ion s  and maintenance (O&M) co s t  o f  a new 
Anchorage/Kenai Pen insu la l i n e  has been estimated a t  1.5% o f  the 

[ j  c on s t ru c t io n  co s t  by the f i rm  tha t performed the p re l im in a ry
eng ineering  and design o f  those a l t e r n a t i v e s .  Applying tha t 1.5% 
f a c t o r  to  the estimated con s t ru c t io n  cos t o f  the f u l l  R a i lb e l t
I n t e r t i e  p roposa l y ie ld s  an estimated annual O&M cos t o f  about $ 2 .8
m i l l i o n  ( i n  1936 d o l l a r s ) .  For t h i s  comparison, i t  i s  th e re fo re
assumed th a t  a $ 2 .8  m i l l i o n  O&M cost i s  in cu r red  f o r  the f u l l
p ro je c t  f o r  each year between 1991 and 2020.

The sum o f  the con s t ru c t ion  and O&M co s ts  desc ribed  above f o r  the
f u l l  R a i lb e l t  I n t e r t i e  p roposa l i s  app rox im ate ly  $270 m i l l i o n  ( i n  

1

1986 d o l l a r s )  over the per iod  1989 through 2020 . The p resen t va lue 
o f  those cos ts  i s  approx imate ly  $210 m i l l i o n .  ( 5 )

The sum o f  the b en e f i t s  i d e n t i f i e d  in  the modeling e x e rc ise  i s  
th e re fo r e  approx imate ly  $150 m i l l i o n  h ighe r ( i n  1986 d o l l a r s )  than 
the sum o f  the estimated cos ts  ( i . e .  $423 m i l l i o n  in  b e n e f i t s  vs . 
$270 m i l l i o n  in  c o s t s ) .  However, because most o f  the cos ts  a re 
incu rred  b e fo re  most o f  the id e n t i f i e d  b en e f i t s  a re  r e a l i z e d ,  the 
p resent va lue  o f  cos ts  and id e n t i f i e d  b en e f i t s  a re  approx im ate ly  
the same. I f  the b en e f i t s  not captured in  the modeling exe rc ise
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were brought in to  th i i  comparison, then the p resen t va lue  o f  
b e n e f i t s  would exceed the p resen t va lue  o f  c o s t s .

As s ta ted  e a r l i e r ,  the g oa l o f  t h i s  study was to  produce an 
understanding o f  the b e n e f i t s  o f  both t ransm iss ion  p roposa ls  
s u f f i c i e n t  to  judge whether they a re  promising w ith  rega rd  to  
economic f e a s i b i l i t y  c r i t e r i a .  On the bas is  o f  the a n a ly s is  
performed, i t  i s  concluded tha t the proposed t ran sm iss ion  p ro je c t s  
a re  capab le o f  d e l i v e r in g  economic b en e f i t s  in  excess o f  t h e i r  
c o s t s ,  and consequently  warran t f u r t h e r  c on s id e ra t io n .
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FOOTNOTES

( 1 )  I t  i s  recognized tha t Chugach E le c t r i c  A ssoc ia t io n , which 
opera tes  the Beluga gene ra t ing  s t a t i o n ,  s t i l l  has access to 
s ig n i f i c a n t  q u an t i t ie s  o f  o ld  gas a t Beluga a t  p r ic e s  in  the 
v i c i n i t y  o f  $ .30  per MMBTU. In  the i n i t i a l  modeling runs 
performed f o r  t h i s  s tudy , the Beluga gas p r ic e  ( i n  1986 
d o l l a r s )  was assumed to ramp up from $1.04/MMBTU in  1991 to 
$1.60/MMBTU in  2003, remaining constan t a t $1 .6 0  t h e r e a f t e r .  
The p r ic e  p r i o r  to  2003 rep resen ted  a blend o f  o ld  and new 
gas w ith a d ec lin in g  p ro p o r t io n  o f  o ld .  I t  was assumed tha t 
gas a t  the blended p r ic e  was a v a i la b le  to  generate power f o r  
economy s a le s  to  o th e r u t i l i t i e s ,  though such s a le s  to 
Anchorage Municipa l L igh t and Power (AML&P) were l im i t e d  by 
fo r c in g  the AML&P un its  to run . (AML&P operates most o f  the 
"Anchorage a rea "  genera t ing  c a p a c i t y . )  The b as is  f o r  th is  
c o n s t ra in t  was the Chugach p o l i c y  o f  r e s e rv in g  i t s  l im i te d  
supp ly o f  o ld  gas f o r  the b e n e f i t  o f  i t s  own customers.

In  the f i n a l  modeling run s , however, the Beluga gas p r ic e  
( i n  1986 d o l l a r s )  was assumed to be $1 .60  in  1991 and to 
remain constan t in  r e a l  terms t h e r e a f t e r .  By igno r ing  the 
d e c l in in g  q u an t i t ie s  o f  o ld  gas, p roduction  cos ts  a re 
overestimated f o r  the e a r l y  years o f  the s tudy , but a re
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overestimated e q u a l ly  in  the base case (w ith  the e x i s t in g  
t ransm iss ion  system) and in  the a l t e rn a t e  case (w ith  the 
improved t ransm iss ion  sys tem ). The b en e f i t  o f  igno r ing  
the o ld  gas f o r  purposes o f  the modeling i s  tha t  the p r ic e  
o f  energy f o r  economy s a le s  from Beluga w i l l  always r e f l e c t  
the p r ic e  o f  new gas a t  $ 1 .6 0 ,  which i s  more r e a l i s t i c  than 
the assumption used i n i t i a l l y .  By assu r ing  tha t  economy 
s a le s  from Beluga w i l l  be based on ly  on the new gas p r ic e ,  
i t  became p o ss ib le  to  remove the "must run" requirement f o r  
the AML&P u n i t s .

F u r th e r ,  the a n a ly s is  in co rp o ra te s  the assumption th a t  n a tu r a l  
gas w i l l  be a v a i la b le  in  s u f f i c i e n t  q u an t i t ie s  a t  wellhead 
p r ic e s  a t  Beluga and on the Kenai Pen in su la , and a t  wellhead 
p lus t r a n s p o r t a t io n  in  Anchorage, to  meet a l l  estimated 
demands a t  these lo c a t io n s  through the yea r 2020. V a r ia t io n s  
regard ing  the n a tu r a l  gas supp ly assumption cou ld  produce 
a l t e r n a t i v e  p a t te rn s  o f  use f o r  the proposed t ransm iss ion  
p r o je c t s .

( 2 )  The estimated inc rease  in  the minemouth p r ic e  to  $1.60/MMBTU 
f o r  the Healy p la n t  in  1995 i s  based on the fo l low in g  
o b se rv a t io n s :

1) The cu r ren t  minemouth p r ic e  f o r  c o a l paid by

I

I
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Fairbanks Municipal U t i l i t y  System i s  $34 .48  per 
ton , which i s  approx imate ly  $2.20/MMBTU.

2 ) The cu r ren t minemouth p r ic e  f o r  c o a l paid by 
the U .S . m i l i t a r y  a t F o r t  Wainwright i s  $31 .79 
per ton , which i s  approx imate ly  $2.05/MMBTU.

3 )  The p r ic e s  noted above were re c e n t ly  n eg o t ia ted , and 
suggest tha t  the p r ic e  o f  c o a l f o r  the Healy power 
p lan t  w i l l  be sub jec t to upward p ressu re  when the 
cu r ren t con t ra c t  e x p i re s .  However, p a r t i c u la r l y  as 
a r e s u l t  o f  the Anchorage/Fairbanks i n t e r t i e ,  the 
exten t o f  such inc rease  w i l l  be l im i t e d  by 
com petit ion . The assumption o f  a moaerate inc rease  
was th e re fo re  adopted in  ba lancing these 
c o n s id e ra t io n s .

( 3 )  The h igh e x is t in g  re se rv e  margins in  the R a i lb e l t  a r e ,  in  
la rg e  p a r t ,  due to the more h o s t i l e  ope ra t ing  environment, 
the r e l a t i v e l y  la rg e  s iz e  o f  c e r t a in  genera t ing  resources 
with re spec t to  the loads o f  the in d iv id u a l  systems, and the 
l im i t e d  ex ten t o f  in te rconnec t ion  among the u t i l i t i e s .  Most 
o f  the e x i s t in g  generating  capac ity  was i n s t a l l e d  p r i o r  to 
the c on s t ru c t io n  o f  the Anchorage/Fairbanks i n t e r t i e  and a ls o  
b e fo re  the estab lishment o f  a high capac ity  in te rconnec tion
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in  Anchorage between Chugach E le c t r i c  and Municipal L ight and 
Power. Mild w in te rs  in  recen t years have a ls o  con tr ibu ted  to 
the appearance o f  high re se rv e  margins.

( 4 )  Although the re se rv e  margins used in  th is  a n a ly s is  a re
considered reasonab le  f o r  modeling purposes, a c tu a l re se rv e  
requirements may w e l l  depart from these g ene ra l estimates 
accord ing to  the s p e c i f i c  de te rm inations and judgments o f  the 
u t i l i t i e s .

( 5 )  Fo r c l a r i f i c a t i o n ,  cos ts  o f  the I n t e r t i e  p roposa l were 
estimated as f o l l o w s :

COST
YEAR (M i l l i o n s  o f  1986 D o l l a r s )

1989
1990
1991
1992

2020

$ 9 3 .0
9 3 .0  
2.8 

2.8

TOTAL

2.8

$ 2 7 0 . 0

Construc t ion  
Cost = $186 m i l l i o n

O&M Cost =
$2 .8  m i l l i o n  /  year 
f o r  30 years

(Net P resen t Value = 
$209 .8  m i l l i o n )

8 5 4 9 / 7 2 3



V)

® BELUGA PLANT

0 BERNICE LAKE AND 

SOLDOTNA PLANTS

© BRADLEY LAKE PROJECT

TEELAND SUBSTATION

P ro p o s e d  A l t e r n a t e  R ou tes  
f o r A n c h o r a g e / K e n a l  
Pen insu la  I n te r t i e

«aaaaaa New l ine to  be bu i l t  by 
Homer  E l e c t r i c  A s s o c .



<

B R A D L E Y  L A K E  H Y D R O E L E C T R I C  P R O J E C T

T R A N S M I S S I O N  S H A R I N G  A G R E E M E N T

b y  and a m o n g

T h e  H O M E R  E L E C T R I C  A S S O C I A T I O N ,  INC.,

and

C H U G A C H  E L E C T R I C  A S S O C I A T I O N ,  INC.,
T h e  C I T Y  O F  F A I R B A N K S  d / b / a  F A I R B A N K S  M U N I C I P A L  

U T I L I T I E S  SYSTEM,
T h e  G O L D E N  V A L L E Y  E L E C T R I C  A S S O C I A T I O N ,  INC.,

T h e  M U N I C I P A L I T Y  O F  A N C H O R A G E  d / b / a  M U N I C I P A L  L I G H T  & POWER, and 
T h e  C I T Y  O F  S E W A R D  d / b / a  S E W A R D  E L E C T R I C  SYSTEM.

P r e p a r e d :  November 6 ,  1987



TABLE OF CONTENTS

R E C I T A L S  ............................................................... 1

S E C T I O N  1. P A R T I E S  ................................................ 2

S E C T I O N  2. C O N S T R U C T I O N  O F  T R A N S M I S S I O N  L I N E  .............  2

(a) C o n s t r u c t i o n  S c h e d u l e  ....................  2

(b) C a p a c i t y  ......................................  2

(c) F a i l u r e  to P r o v i d e  V o l t a g e  S u p p o r t  ... 2

S E C T I O N  3. S A L E  O R  L E A S E  O F  C A P A B I L I T Y ....................  2

S E C T I O N  4. P A Y M E N T  ...............................................  3

(a) A m o r t i z a t i o n  .................................. 3

(b) O & M  E x p e n s e  ................................  3

(c) I n i t i a l  C a r r y i n g  C a p a c i t y  ................  4

(d) S c h e d u l e  of P a y m e n t s ........................  4

(e) C h a r a c t e r  of  E x p e n s e.. .....................  4

(f) T a x  C o n s e q u e n c e s  ............................  4

(g) P u r c h a s e r ' s  O b l i g a t i o n  .................... 4

S E C T I O N  5. D U T Y  T O  O P E R A T E  A N D  M A I N T A I N  .................  4

S E C T I O N  6 . O U T A G E S  ...............................................  5

(a) F o r c e d  a n d  S c h e d u l e d  O u t a g e s  .............  5

(b) H E A ' s  S y s t e m  .................................  5

(c) S c h e d u l i n g  ....................................  5

S E C T I O N  7. F A I L U R E  T O  C O N S T R U C T  A C C O R D I N G  T O  S C H E D U L E  5

(a) D e f a u l t  ....................................... 5

(b) T a k e o v e r  ....................................... 5

(c) C o o p e r a t i o n  b y  H E A  .......................  b

S e c t i o n  Page

- i -



6

6
6

6
6
6

6

7

7

7

7

7

7

8

8

8

8

8
8

a

Q

Q

Q

Q

r\

(d) T i t l e  ..........................................

(e) R e p a y m e n t  o f  H E A ' s  C o s t s  ................

(f) D a m a g e s  .......................................

8 . U P G R A D I N G  O F  L I N E  .................................

(a) I n c r e a s e d  S h a r e  ................... .........

(b) R e i m b u r s e m e n t  o f  C o s t s  ...................

(c) T r e a t m e n t  o f  C o s t s  of V o l t a g e  S u p p o r t

(d) S h a r e d  C o s t s  .................................

9. I N T E R V E N I N G  T A P S  O N  T R A N S M I S S I O N  LINE .....

10. D O W N R A T I N G  ..........................................

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

(a) C h u g a c h ' s  T r e a t m e n t  of the T r a n s m i s s i o n  
C a p a b i l i t y  for R a t e m a k i n g  P u r p o s e s  ...

(b) D e l i v e r i e s  to A E G & T  .......................

(c) C o n v e y a n c e  to A E G & T  .......................

12. T E R M  O F  A G R E E M E N T ;  A M E N D M E N T  ..................

(a) T e r m  ...........................................

(b) A m e n d m e n t s  ......... .........................

13. D I S P U T E  R E S O L U T I O N  ...............................

14. ' A P P R O V A L S  ...........................................

15. M I S C E L L A N E O U S  P R O V I S I O N S  .......................

(a) W a i v e r  .........................................

(b) S u c c e s s o r s  and A s s i g n s  ...................

(c) P e r f o r m a n c e  P e n d i n g  R e s o l u t i o n
of  D i s p u t e s  ..................................

(d) A p p l i c a b l e  Law ..............................

(e) S e c t i o n  H e a d i n g s  ...........................

- i i -



S e c t i o n

(f

(g

(h

(i

(j

(k

(1

(m

S E C T I O N  16. D E F I N I T I O N S

(a

(b

(c

(d

(e

(f

(g

(h

(i

(j

(k

(1

(m

(n

(o

(P

P a y m e n t  ...............................

N o  T h i r d  P a r t y  B e n e f i c i a r i e s  or 
L i a b i l i t y  tr T h i r d  P a r t i e s  .....

N o t i c e  and A c c e s s  to R e c o r d s

E x e c u t i o n  of D o c u m e n t s  ........

M u l t i p l e  C o p i e s  ................ .

I n c r e a s e  in P u r c h a s e r ' s  S h a r e  

D e f a u l t  b y  P u r c h a s e r  ...........

R e l a t i o n s h i p  to A l a s k a  I n t e r t i e  
A g r e e m e n t  ............................

A E G & T  .....................................

A g r e e m e n t  ...............................

A l a s k a  Int e r t i e  A g r e e m e n t  ......... .

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

A u t h o r i t y  ...............................

Bradle' r *e P o w e r  ....................

B r a d l e y  H y d r o e l e c t r i c  P r o j e c t

C o n s t r u c t i o n  C o s t  ......................

C o n s t r u c t i o n  L o a n  ......................

D a t e  of C o m m e r c i a l  O p e r a t i o n  .......

D e l i v e r y  P o i n t  ..........................

E f f e c t i v e  D a t e  ..........................

F o r c e  M a j e u r e  ...........................

F o r c e d  O u t a g e  ...........................

F r itz C r e e k  S u b s t a t i o n  ...............

P a r t y  ......................................

Pa g e

10

10
10

10
i:

1
1

1 

1 

1 

1 

1 

1 

1 
i: 

12 

12 
12 
12 
12 
12 

12 

13 

13 

13

- i i i -



(q) P e r c e n t a g e  S h are ...........................  13

(r) P r u d e n t  U t i l i t y  P r a c t i c e  ................  13

(s) P u r c h a s e r  ....................................  13

(t) P u r c h a s e r ' s  S y s t e m  ................  .... 13

(u) P o w e r  Sales A g r e e m e n t  .............   13

(v) P r o j e c t  .......................................  13

(w) P r o j e c t  M a n a g e m e n t  C o m m i t t e e  ..........  13

(x) S o l d o t n a  S u b s t a t i o n  ....................... 13

(y) T e r m i n a t i o n  D a t e  ........................... 14

(z) T r a n s m i s s i o n  Li n e  .........................  14

A T T A C H M E N T  A  .........................................................

A T T A C H M E N T  B .........................................................

A T T A C H M E N T  C .........................................................

A T T A C H M E N T  D  .........................................................

S e c t i o n  P age



A G R E E M E N T  FOR SA L E  O F  T R A N S M I S S I O N  C A P A B I L I T Y

T H I S  A G R E E M E N T  is e n t e r e d  into b y  and a m o n g  H O M E R  E L E C T R I C  
A S S O C I A T I O N ,  INC, ("HEA"), C H U G A C H  E L E C T R I C  A S S O C I A T I O N ,  INC. 
("Chugach"), t h e  C I T Y  O F  F A I R B A N K S  d / b / a  F A I R B A N K S  M U N I C I P A L  
U T I L I T I E S  S Y S T E M  ("FMUS"), the G O L D E N  V A L L E Y  E L E C T R I C  A S S O C I A T I O N ,  
INC. ("GVEA"), and the M U N I C I P A L I T Y  O F  A N C H O R A G E  d / b / a  M U N I C I P A L  
L I G H T  A N D  P O W E R  ("ML&P"), e a c h  a n  e l e c t r i c  c o o p e r a t i v e  o r  a 
m u n i c i p a l i t y  d u l y  o r g a n i z e d  and w i t h  its p r i n c i p a l  o f f i c e s  l o c a t e d  
in the S t a t e  of  Alaska.

W I T N E S S E T H :

WH E R E A S ,  e a c h  P a r t y  h e r e t o  is an e l e c t r i c  u t i l i t y  o r  o p e r a t e s  
an  e l e c t r i c  u t ility; and

WH E R E A S ,  e a c h  P a r t y  h a s  d e t e r m i n e d  t h a t  its p u r c h a s e  of 
e l e c t r i c  p o w e r  fr o m  the B r a d l e y  Lake H y d r o e l e c t r i c  P r o j e c t  
p u r s u a n t  to a P o w e r  S ales A g r e e m e n t  a m o n g  the A l a s k a  P o w e r  
A u t h o r i t y  a n d  all o t h e r  P a r t i e s  is p r u d e n t  u n d e r  the c i r­
cum s t a n c e s ,  a n d  t h a t  o v e r  the e x p e c t e d  u s e f u l  life of the P r o j e c t  
s u c h  p o w e r  is l i k e l y  to p r o d u c e  n e t  e c o n o m i c  b e n e f i t s  for the 
e l e c t r i c  r a t e p a y e r s  s e r v e d  b y  t h a t  Party; and

W H E R E A S ,  t h e  P a r t i e s  h a v e  s i m u l t a n e o u s l y  h e r e w i t h  e x e c u t e d  a 
P o w e r  S a l e s  A g r e e m e n t  u n d e r  w h i c h  t h e y  w i l l  p u r c h a s e  p o w e r  
p r o d u c e d  b y  the p r o j e c t  f r o m  and a f t e r  the D a t e  of C o m m e r c i a l  
O p e r a t i o n  (as d e f i n e d  in the P o w e r  S a l e s  A g r e e m e n t ) ;  and

WH E R E A S ,  the d e l i v e r y  of B r a d l e y  Lake e n e r g y  and p o w e r  from 
the P r o j e c t  to the P a r t i e s  r e q u i r e s  u s e  of e l e c t r i c  t r a n s m i s s i o n  
f a c i l i t i e s ;  and

WH E R E A S ,  H E A  i n t e n d s  to c o n struct, and is w i l l i n g  to c o m m i t  
to con s t r u c t ,  b e t w e e n  the B r a d l e y  J u n c t i o n  and the S o l d o t n a  
S u b s t a t i o n ,  a d i s t a n c e  of a p p r o x i m a t e l y  46.8 miles, a 556 ACSR, 
115 k v  t r a n s m i s s i o n  line, at an a p p r o x i m a t e  c o s t  of $14.1 million; 
and

WH EREAS, H E A  is w i l l i n g  to c o n v e y  to the p a r t i e s  a p o r t i o n  of 
the t r a n s m i s s i o n  c a p a b i l i t y  of the line d e s c r i b e d  above, to a s s i s t  
in the d e l i v e r y  of the e n e r g y  p u r s u a n t  to the t e rms h e r e a f t e r  set 
forth;

N O W  T H E R E F O R E ,  IN C O N S I D E R A T I O N  of the m u t u a l  c o v e n a n t s  set forth 
herein, the P a r t i e s  a gree as follows:

1



S E C T IO N  1 .  P A R T I E S

T h e  P a r t i e s  to this A g r e e m e n t  are H O M E R  E L E C T R I C  A S S O C I A T I O N ,  
INC, ("HEA"), C H U G A C H  E L E C T R I C  A S S O C I A T I O N ,  INC. ("Chugach"), the 
C I T Y  O F  F A I R B A N K S  d / b / a  F A I R B A N K S  M U N I C I P A L  U T I L I T I E S  S Y S T E M  
(" F M U S " ), the G O L D E N  V A L L E Y  E L E C T R I C  A S S O C I A T I O N ,  INC. ("GVEA"), 
and the M U N I C I P A L I T Y  O F  A N C H O R A G E  d / b / a  M U N I C I P A L  L I G H T  A N D  P O W E R  
( " M L & P " ) .

S E C T I O N  2. C O N S T R U C T I O N  O F  T R A N S M I S S I O N  LINE

(a) C o n s t r u c t i o n  S c h e d u l e . H E A  shall c o n s t r u c t  the 
T r a n s m i s s i o n  L i n e  in a c c o r d a n c e  w i t h  the s c h e d u l e  set f o r t h  in 
A t t a c h m e n t  D, and p l a c e  it in t o  s e r v i c e  on  or b e f o r e  90 d a y s  p r i o r  
to the s c h e d u l e d  d a t e  for c o m p l e t i o n  of the Project.

(b) C a p a c i t y . H E A  shall c o n s t r u c t  and p l a c e  into s e r v i c e  
s u c h  addition'll facilities, i n c l u d i n g  capacitors, and shall 
p r o v i d e  or  p r o c u r e  s u f f i c i e n t  g e n e r a t i o n  c a pability, to the e x t e n t  
t h a t  it is e c o n o m i c a l l y  feasible, to p r o v i d e  v o l t a g e  s u p p o r t  to 
the line so that the c a p a c i t y  of the T r a n s m i s s i o n  Line w i l l  be n o t  
less t h a n  135 meg a w a t t s .  H E A  shall c o n s u l t  w i t h  the p u r c h a s e r s  
p r i o r  to the c o m m e n c e m e n t  of any su c h  c o n s t r u c t i o n  and shall a l l o w  
the P u r c h a s e r s  to r e v i e w  its p l a n s  for s u c h  facilities.

(c) F a i l u r e  to P r o v i d e  V o l t a g e  S u p p o r t . N o t w i t h s t a n d i n g  the 
foregoing, H E A  m a y  e l e c t  n o t  to p r o v i d e  the v o l t a g e  s u p p o r t  
r e q u i r e d  b y  S e c t i o n  2(b), or  it m a y  e l e c t  to p r o v i d e  v o l t a g e  
support, b u t  to a le s s e r  d e g r e e  or at a later date, b u t  u n l e s s  and 
u n t i l  H E A  d o e s  p r o v i d e  su c h  support, the r i g h t  o f  H E A  to use the 
T r a n s m i s s i o n  Line shall b e  s u b o r d i n a t e  to the r i g h t  of any 
P u r c h a s e r  to u s e  the T r a n s m i s s i o n  Li n e  to w h e e l  th a t  P u r c h a s e r ' s  
B r a d l e y  L a k e  energy, to the e x t e n t  of the P u r c h a s e r ' s  share of the 
c a p a b i l i t y  of the T r a n s m i s s i o n  Line. A n y  f a i l u r e  of H E A  to 
p r o v i d e  v o l t a g e  s u p p o r t  s u f f i c i e n t  to i n c r e a s e  the c a p a c i t y  of the 
T r a n s m i s s i o n  Line to the a m o u n t  r e q u i r e d  b y  S e c t i o n  2(b) shall not 
r e l i e v e  a P u r c h a s e r  of its o b l i g a t i o n  to p a y  for its share of the 
c o s t  of p r o v i d i n g  any lesser a m o u n t  of v o l t a g e  support.

S E C T I O N  3. SALE O R  L E A S E  O F  C A P A B I L I T Y

(a) O n  the D a t e  of C o m m e r c i a l  Operation, H E A  shall sell or 
l e ase a n d  e a c h  P u r c h a s e r  a g r e e s  to p u r c h a s e  or lease a share of 
the c a p a b i l i t y  of the T r a n s m i s s i o n  Line in an a m o u n t  (stated in 
m e g a w a t t s )  equal to that P u r c h a s e r ' s  P e r c e n t a g e  Share (stated i n­
meg a w a t t s )  of the B r a d l e y  Lake Project. For the p u r p o s e s  of this 
A g r e e m e n t ,  C h u g a c h ' s  share of the c a p a b i l i t y  of the T r a n s m i s s i o n  
L i n e  shall b e  an a m o u n t  e q ual to the c o m b i n e d  Chugach. MEA and 
S e w a r d  P e r c e n t a g e  Shares (sta t e d  in m e g a w a t t s ) .
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(b) H E A  shall o p e r a t e  the P u r c h a s e r ' s  T r a n s m i s s i o n  Line 
c a p a b i l i t y  as if it w e r e  p a r t  o f  H E A ' s  s y s t e m  and m a k e  the 
P u r c h a s e r ' s  T r a n s m i s s i o n  Line c a p a b i l i t y  a v a i l a b l e  for the use of 
the P u r c h a s e r  to d e l i v e r  e n e r g y  and p o w e r  in the m a n n e r  d i r e c t e d  
b y  the P u r c h a s e r .  H E A  shall be c o m p e n s a t e d  for line losses, if 
any, r e s u l t i n g  f r o m  p o w e r  of the P u r c h a s e r s  f l o w i n g  o v e r  the 
T r a n s m i s s i o n  Line. T h e  P r o j e c t  M a n a g e m e n t  C o m m i t t e e  will 
d e t e r m i n e  the a m o u n t  of line lo s s e s  and the a p p r o p r i a t e  a m o u n t s  
and m a n n e r  of  c o m p e n s a t i o n .

(c) U s e  of C a p a b i l i t y . N o t h i n g  in this A g r e e m e n t  is
i n t e n d e d  to l i m i t  or r e s t r i c t  the use of the t r a n s m i s s i o n  c a­
p a b i l i t y  b y  the P u r c h a s e r s  for t r a n s m i t t i n g  p o w e r  in  a d d i t i o n  to 
B r a d l e y  L a k e  Power.

S E C T I O N  4. P A Y M E N T

F o r  c a p a b i l i t y  p u r c h a s e d  p u r s u a n t  to t h i s  A g r eement, each 
P u r c h a s e r  shall p a y  a m o r t i z a t i o n  c o s t s  a n d  o p e r a t i o n  and 
m a i n t e n a n c e  e x p e n s e s  as f u r t h e r  set f o r t h  herein.

(a) A m o r t i z a t i o n  C o s t s . W i t h i n  one y e a r  of the E f f e c t i v e  
Date, e a c h  P u r c h a s e r  shall e l e c t  in w r i t i n g  w h e t h e r  to pay 
a m o r t i z a t i o n  c o s t s  t h r o u g h  d i r e c t  p a y m e n t s  p u r s u a n t  to S e c t i o n  
4 ( a ) ( i )  o r  t h r o u g h  i n s t a l l m e n t  p a y m e n t s  p u r s u a n t  to S e c t i o n  
4 ( a ) ( i i ) .  A  P u r c h a s e r  f a i l i n g  to m a k e  such an e l e c t i o n  shall be 
d e e m e d  to h a v e  e l e c t e d  to p a y  t h r o u g h  d i r e c t  p a y m e n t s  p u r s u a n t  to 
S e c t i o n  4 (a)(i). A m o r t i z a t i o n  c o s t s  shall t h e r e a f t e r  be p a i d  by 
e a c h  P u r c h a s e r  in  a c c o r d a n c e  w i t h  its e l e c t i o n  p u r s u a n t  to the 
s c h e d u l e  d e s c r i b e d  in  S e c t i o n  4(d).

(i) A P u r c h a s e r  e l e c t i n g  to p a y  a m o r t i z a t i o n  c o sts 
t h r o u g h  d i r e c t  p a y m e n t s  shall p a y  a f i x e d  p o r t i o n  of the 
C o n s t r u c t i o n  C o s t  as d e t e r m i n e d  b y  the f o r m u l a  set forth in 
A t t a c h m e n t  A.

(ii) A P u r c h a s e r  e l e c t i n g  to p a y  a m o r t i z a t i o n  costs 
t h r o u g h  i n s t a l l m e n t  p a y m e n t s  shall p a y  a p o r t i o n  of H E A ' s  m o n t h l y  
p a y m e n t s  o n  the C o n s t r u c t i o n  Lo a n  as d e t e r m i n e d  b y  the f o r mula set 
f o r t h  in A t t a c h m e n t  B.

(b) O & M  E x p e n s e. In a d d i t i o n  to m a k i n g  a m o r t i z a t i o n
p a y m e n t s ,  e a c h  P u r c h a s e r  shall r e i m b u r s e  H E A  in e a c h  m o n t h  f ->r a 
p o r t i o n  of  H E A ' s  act u a l  e x p e n s e s  a s s o c i a t e d  w i t h  o p e r a t m i  and 
m a i n t a i n i n g  the T r a n s m i s s i o n  Line in a c c o r d a n c e  w i t h  the f 'rmula 
set f o r t h  in A t t a c h m e n t  C. S u c h  e x p e n s e s  shall i n c l u d e  but -hall 
n o t  b e  l i m i t e d  to all e x p e n s e s  r e l a t e d  to p r o v i d i n g  n e c e s s a r y  
v o l t a g e  s u p p o r t  e q u i p m e n t  for the T r a n s m i s s i o n  Line i n s t a l l e d  at 
o r  b e t w e e n  B r a d l e y  J u n c t i o n  and S o l d o t n a  Subst a t i o n ,  arvl all
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