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generally pertains to m a n d a t o r y  revocation or s u s p e n s i o n  of a n  insurer's 

license.

Section 17. A S  21.09.200(a). A n n u a l  S t a t e m e n t  

P a g e  8. line 2 6  to p a g e  9. line 13,

T h i s  section pertains to the f o r m a t  of the a n n u a l  financial s t a t e m e n t  required 

b y  e a c h  licensed insurer. A m e n d m e n t  to this section p r o v i d e s  for the 

a d o p t i o n  of the Nat i o n a l  A s s o c i a t i o n  of I n s u r a n c e  C o m m i s s i o n e r s  (NAIC) 

format, w h i c h  h a s  b e e n  utilized historically. T h i s  p r o m o t e s  c o n s i s t e n c y  in 

financial reporting in all states. Additionally, this section h a s  b e e n  a m e n d e d  

to ail o w  the director to require that the financial s t a t e m e n t  b e  filed via 

electronic m e d i a  (e.g. o n  c o m p u t e r  disc).

Section 18. A S  21.09.200(f)

P a g e  9. lines 14-22.

T h i s  section requires all d o m e s t i c  insurers to also file their a n n u a l  financial 

s t a t e m e n t s  w i t h  the N A I C  a n d  to p a y  the appropriate fee to the N A I C .  T h e  

p u r p o s e  of this is that the N A I C  h a s  developed a  d a t a  b a s e  for all insurers a n d  

provides analytical services to the varioi s states. ( E a c h  state is linked b y  

c o m p u t e r  to the N A I C  d a t a  base.) Eventually, it is expected that only o n e  filing 

of the financial s t a t e m e n t  via electronic m e d i a  will b e  filed w i t h  the N A I C .  

T h i s  w o u l d  eliminate the n e e d  of a  " h a r d  copy" a n n u a l  financial s t a t e m e n t  

b e i n g  filed in e a c h  state in w h i c h  a n  insurer is licensed. T h i s  will b e  a n  

e x p e n s e  savings. Also, it will provide for a  m o r e  timely analysis of e a c h  

financial statement.

Section 19. A S  21.09.205. Quarterly S t a t e m e n t  

P a g e  9. line 23. to p a g e  10. line 3.

T h i s  n e w  section allows the director to require that q uarterly financial 

s t a t e m e n t s  b e  filed w i t h  the division. A  m e a n s  is p r o v i d e d  for m o r e  closely 

m o n i t o r i n g  the financial well b e i n g  of a n  insurer. Quar t e r l y  statements, w h e n  

required, are d u e  to b e  filed within 6 0  d a y s  after the e n d  of a  c alendar quarter 

a n d  a  penalty of $ 1 0 0  p e r  d a y  for late filing is i m p o s e d .

KINDS OF INSURANCE, LIMITS OI RISK, A N D  REINSURANCE. 
(Sections 20-21)

In order to limit risk to m e e t  w i t h  statutory r e q u i r e m e n t s  a n d  s o u n d  b u s i n e s s  

practices, insurers transfer risk to other insurers via r e i n s u r a n c e  contracts. 

T h e s e  sections provide the guidelines a n d  p a r a m e t e r s  for a n  A l a s k a  d o m e s t i c
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insurer reinsuring its i n s u r a n c e  contracts w i t h  reinsurers. Credit (reduce! 

liabilities) is allowed in the financial s t a t e m e n t  for r e i n s u r a n c e  c e d e d  if d o n e  

in a c c o r d a n c e  w i t h  the guidelines. T h e  t e r m  "reinsurance" is defined.

Section 20. A S  21.12 . 0 2 0 .  R e i n s u r a n c e  Credit A l l o w e d  a D o m e s t i c  Cedli _g 

Insurer

P a g e  10. line 4  to p a g e  15. line 14.

In order to help protect their financial integrity a n d  to m e e t  the r e q u i r e m e n t s  

that n o  m o r e  risk b e  retained in a n y  o n e  subject t h a n  1 0 %  of its policyholders 

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

underwritten. B y  appropriately p a s s i n g  this risk to a  reinsurer, a n  insurer is 

allowed to r e d u c e  the liabilities for claim p a y m e n t s  it is required to exhibit in 

its financial s t a t e m e n t  b y  a n  a m o u n t  c o m m e n s u r a t e  w i t h  the risk reinsured.

If a  reinsurer b e c o m e s  insolvent, all of the risk previously transferred falls 

b a c k  to the insurer. F o r  that reason, it is i m p o r t a n t  that s t a n d a r d s  exist for 

reinsurers that d o m e s t i c  insurers m a y  transfer risk to a n d  receive credit for 

the risk transferred in the f o r m  of r e d u c e d  claim liabilities. T h e  repeal a n d  

r e e n a c t m e n t  of this section p rovides t h e  criteria for the reinsurers that 

d o m e s t i c  insurers m a y  u s e  a n d  receive credit for in their financial statements.

Generally credit is allowed for r e i n s u r a n c e  c e d e d  b y  a  d o m e s t i c  insurer to a 

reinsurer if:

1. the reinsurer is licensed in this state as in insurer;

2 . the reinsurer is a n  accredited reinsurer in the state;

3. t h e  r e i n s u r e r  is d o m i c i l e d  in a  state that e m p l o y s  s t a n d a r d s  for 

reinsurance substantially the s a m e  as A l a s k a  a n d  s u b m i t s  to e x a m i n a t i o n  

b y  the division;

4. the reinsurer is a n  alien reinsurer that trustees specified a m o u n t s  of 

f u n d s  in the U n i t e d  States a n d  the trustees provide a n  a n n u a l  a c c o u n t i n g  

of the f u n d s  trusteed, a n d  provides certrtcation of its s o l v e n c y  b y  a 

i n d e p e n d e n t  auditor a n d  the d o m e s t i c  regulator; or

5. the reinsurer d o e s  not m e e t  a n y  of the criteria in 1. t h r o u g h  4. above, 

t h e n  credit is al l o w e d  on l y  if f u n d s  are tr u s t e e d  in a  f o r m  (cash, 

a p p r o v e d  securities, or acceptable letters of credit) a n d  for a m o u n t s  

c o r r e s p o n d i n g  to only the a m o u n t  of f u n d s  trusteed.

T h i s  section also m a i n t a i n s  the existing l a w s  r e q u i r e m e n t  that n o  credit for 

r e i n s urance is allowed if the r einsurance contract d o e s  n o t  contain the classic 

"insolvency provision". T h e  "insolvency provision' essentially provides that 

r e i n s u r a n c e  will c o n t i n u e  to b e  paid if d u e  e v e n  if the c e ding insurer w e r e  to 

b e c o m e  insolvent.
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T h e  director is also given the discretionary authority to require a n  insurer to 

provide i n f o r m a t i o n  in r e g a r d s  to a n y  material c h a n g e  in its r e i n s u r a n c e  

transactions.

Section 21. A S  21.1?. 120. R e i n s u r a n c e  Defined 

P a g e  1 j , lines 15-19.

T h e  t e r m  "reinsurance" is defined in this n e w  section. T h i s  t e r m  w a s  not 

previously defined in Title 21. T h e  definition is i n t e n d e d  to c o n v e y  that a 

transfer of risk directly flowing f r o m  the u n d e r l y i n g  i n s u r a n c e  contract is 

required to m e e t  w i t h  this definition. It is n e c e s s a r y  to define this t e r m  as 

other co n t r a c t u a l  a r r a n g e m e n t s  b e t w e e n  Insurers h a v e  b e e n  reported as 

r e i n s u r a n c e  w h e n  in fact the transactions are other financial a r r a n g e m e n t s  

h a v i n g  n o t h i n g  to d o  wi t h  the transfer of the risk of the u n d e r l y i n g  i n s u r a n c e  

contract. M a n y  s u c h  a r r a n g e m e n t s  h a v e  b e e n  utilized d u e  to recent c h a n g e s  

in the federal i n c o m e  tax s c h e m a  for insurers.

ASSETS A N D  LIABILITIES. (Sections 22-27)

T h e s e  sections pertain to the basics in d e t e r m i n i n g  a n  insurer's solvency. It 

includes a m e n d e d  rules for d e t e r m i n i n g  w h i c h  assets m a y  b e  inc l u d e d  a n d  

tho s e  w h i c h  are specifically e x c l u d e d  in d e t e r m i n i n g  the asset b a s e  for a n  

insurer. R e q u i r e m e n t s  for the e s t a b l i s h m e n t  of liabilities for the contractual 

obligations of a n  i n s u r e r  are included. A  material c h a n g e  requiring title 

insurers to establish a n  u n e a r n e d  p r e m i u m  reserve is included. Also, the 

director m a y  require a  surety insurer to establish a  special reserve for bail 

b o n d s  or other single p r e m i u m  b o n d s  that d o  n o t  h a v e  a  definite expiration 

date.

Section 22. A S  21.18.010. Allowable Assets 

P a g e  15. line 2 0  to p a g  21. line 27.

T h i s  section h a s  a  n u m b e r  of general c h a n g e s  in defining the types of assets 

allowed in the determination of the insurer's auility to p a y  its liabilities.

P a r a g r a p h  (1) is essentially the s a m e  a s  the existing P a r a g r a p h  (1). T h e  

a llowance of deposits in solvent savings a n d  loan associations h a s  b e e n  a d d e d  . 

T h i s  a d d s  alternative financial institutions to t h o s e  a l r e a d y  listed in the 

current law, s u c h  as b a n k s  a n d  trust c o m p a n i e s .

P a r a g r a p h s  (2)(A)-(C) r e m a i n  the s a m e  as the current law.

P a r a g r a p h  (2) CD) essentially the s a m e  as the existing P a r a g r a p h  (2)(D). T h e  

a l l o w a n c e  of interest d u e  or a c c r u e d  o n  deposits in solvent savings a n d  loan
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associations to c o m p l e t e  its inclusion as a n  allowed depository a b o v e  h a s  b e e n  

a d d e d  .

P a r a g r a p h  (2)(E) further defines allowable interest d u e  or a c c r u e d  a s  that 

e a r n e d  o n  real ^state m o r t g a g e  loans w h i c h  are allowed in the i n v e s t m e n t s  

section of this title. Also c h a n g e d  is the exception that, w h e n  the interest or 

a n y  taxes are o v e r d u e  m o r e  t h a n  three m o n t h s ,  n o n e  of the interest d u e  or 

a c c r u e d  m a y  b e  a l lowed o n  that loan. T h i s  c h a n g e s  the exce p t i o n  in the 

c u r r e n t  l a w  f r o m  interest o v e r d u e  1 8  m o n t h s  to interest o v e r d u e  for three 

m o n t h s  a n d  includes the exception w h e n  taxes are o v e r d u e  for three m o n t h s .  

T h e s e  modifications e n s u r e  that interest o n  only m o r t g a g e s  acceptable per 

this c h a p t e r  are allowed a n d  the exception eliminates t h o s e  interest a m o u n t s  

not yet paid that m a y  not b e  forthcoming.

P a r a g r a p h  (2)(F) h a s  b e e n  c h a n g e d .  It a d d s  the r e q u i r e m e n t  that, w h e n  

collateral is a c c e p t e d  to g u a r a n t e e  the p a y m e n t  of rent m o r e  t h a n  three 

m o n t h s  overdue, the collateral m u s t  h a v e  a  c u rrent m a r k e t  val u e  that is at 

least 7 5 %  of the a m o u n t  of total rent due. W i t h  this addition, w h e n  the 

c u r r e n t  m a r k e t  v a l u e  is less t h a n  7 5 %  of the total rent due, the d u e  a n d  

a c c r u e d  rent c a n n o t  b e  allowed as a n  asset. T h i s  applies only w h e n  rent is 

m o r e  t h a n  three m o n t h s  overdue. All other d u e  a n d  a c c r u e d  rent less t h a n  

three m o n t h s  o v e r d u e  is allowed a s  a n  asset w i t h o u t  collateral a s  defined in 

current law.

P a r a g r a p h  (2) (G) r e m a i n s  the s a m e  a s  the current law.

P a r a g r a p h  (3) r e m a i n s  the s a m e  as the current law.

P a r a g r a p h  (4) h a s  b e e n  a d d e d  to a l low a s  a n  asset bills receivable for 

p r e m i u m s  a n d  installment p r e m i u m s  for other t h a n  life i n s u r a n c e  policies 

w h e n  the total of the receivable is n o t  m o r e  t h a n  the u n e a r n e d  p r e m i u m  held 

for the policy a n d  only w h e n  the p a y m e n t s  are current.

T h i s  allows the i n s u r a n c e  c o m p a n y  to record p r e m i u m  receivable on l y  w h e n  

p a s t  p a y m e n t s  h a v e  b e e n  m a d e  t h e r e b y  s h o w i n g  a  g o o d  c h a n c e  that future 

p a y m e n t  will b e  received. T h e  receivable is limited in that it c a n n o t  b e  m o r e  

t h a n  the u n e a r n e d  p r e m i u m  held o n  the individual policy w h i c h  e n s u r e s  this 

is a n  o n g o i n g  policy that h a s  s o m e  p r e m i u m  in reserve for future policy 

periods.

O l d  P a r a g r a p h  (4) h a s  b e e n  r e n u m b e r e d  (5)^a n d  r e m a i n s  the s a m e  a s  the 

current law..

O l d  P a r a g r a p h  (5) h a s  b e e n  r e n u m b e r e d  (6) a n d  r e f o r m a t t e d  to a d d  

S u b p a r a g r a p h  (A). T o  S u b p a r a g r a p h  (A) h a s  b e e n  a d d e d  t w o  s u b p a r a g r a p h .  

T h e s e  are regarding e x e m p t i o n  f r o m  the limitation of allowing as assets only 

three m o n t h s  of p r e m i u m  in c o u r s e  of collection (less c o m m i s s i o n s )  per 

policy.

2/26/90
- 9 -



P a r a g r a p h  (6)(B) e x e m p t s  r e i n s u r a n c e  p r e m i u m s  f r o m  reinsurers authorized 

to d o  b u s i n e s s  in this state f r o m  this t h r e e - m o n t h  limitation.

P a r a g r a p h  (6)(C) allows as a n  asset m o r e  t h a n  three m o n t h s  of r e i n s u r a n c e  

p r e m i u m s  receivable f r o m  reinsurers w h e n  a  c o r r e s p o n d i n g  liability is 

r e c o r d e d  b y  the r e i n s u r a n c e  c o m p a n y  b u t  not w h e n  the a m o u n t  d u e  m o r e  

t h a n  9 0  d a y s  is m o r e  t h a n  1 0 %  of the total assets reported in the last financial 

s t a t e m e n t  filed w i t h  the director. T h i s  helps to e n s u r e  the receivables are 

recognized b y  the reinsurer a n d  the reinsurer h a s  the ability to pay.

P a r a g r a p h  (7) deals w i t h  p r e m i u m s  receivable less c o m m i s s i o n s  p a y a b l e  f r o m  

a  p e r s o n  controlled b y  or controlling the insurer. T h i s  control is t h r o u g h  

o w n e r s h i p  or b y  contract a n d  w h e n  the p e r s o n  o w e s  m o r e  t h a n  5 0 %  of the 

insurer's p r e m i u m  in c o u r s e  of collection as rep o r t e d  in the financial 

statement.

In (7)(A), the p r e m i u m s  collected b y  the controlled or controlling p e r s o n  

m u s t  b e  held in a  trust a c c o u n t  at a  b a n k  a p p r o v e d  b y  the division. T h e s e  

f u n d s  m u s t  b e  k e p t  separate f r o m  all other f u n d s  a n d  paid only to the insurer 

or the insured. T h e  i n v e s t m e n t  i n c o m e  f r o m  the a c c o u n t  c a n  b e  allocated as 

t h e  parties wish. All p r e m i u m s  collected b y  the controlled or controlling 

p e r s o n  m u s t  b e  deposited in the trust a c c o u n t  within 5  w o r k i n g  days. T h i s  

e n s u i e s  the receipt of p r e m i u m s  receivable b y  the insurer a n d  reinforces the 

person's fiduciary responsibilities.

In (7)(B), t h e  controlled or controlling p e r s o n  m u s t  p r o v i d e  a clean, 

u n e x p i r e d  irrevocable a n d  unconditional letter of credit p a y a b l e  to the insurer 

for a  t e r m  of at least o n e  y e a r  w h i c h  m e e t s  or e x c e e d s  the a m o u n t  of the 

p r e m i u m s  p a y a b l e  to the insurer at a n y  time. T h e  letter of credit m u s t  h a v e  

a n  a u t o m a t i c  extension for o n e  y e a r  u n less the insurer h a s  received 3 0  d a y s  

prior to expiration written notice that the letter will n o t  b e  r e n e w e d .  T h e  

letter of credit m u s t  b e  issued b y  a  Federal Reserve B a n k  a n d  satisfactory to 

the division. T h i s  subsection is m e a n t  to e n s u r e  that p r e m i u m s  collected b y  a 

p e r s o n  controlled b y  or controlling a n  insurer will b e  available a n d  paid to the 

insurer w h e n  d u e  and, therefore, c a n  b e  reported as a n  asset.

In (7)(C), t h e  controlled or controlling p e r s o n  m u s t  p r o v i d e  a  financial 

g u a r a n t y  b o n d  p a y a b l e  to the insurer for a  t e r m  of at least o n e  y e a r  w h i c h  

m e e t s  or e x c e e d s  the a m o u n t  of the p r e m i u m s  p a y a b l e  to the insurer at a n y  

time. T h e  g u a r a n t e e  b o n d  m u s t  b e  of a  c o n t i n u o u s  t e r m  a n d  cancelable only 

w h e n  t h e  insurer receives a  3 0  d a y  written notice of t e r m i n a t i o n  w i t h  the 

b o n d  c o n t i n u i n g  to cover a n y  acts c o m m i t t e d  prior to the termination. T h e  

financial g u a r a n t y  b o n d  m u s t  b e  issued b y  a n  insurer a uthorized to transact 

b u s i n e s s  in Alaska, w h o  is n o t  related to the insurer or the p u r c h a s e r  of the 

b o n d  a n d  b e  satisfactory to the division. T h i s  subsection is m e a n t  to e n s u r e  

that p r e m i u m s  collected b y  a  p e r s o n  controlled b y  or controlling a n  insurer 

will b e  available a n d  paid to the insurer w h e n  d u e  and, therefore, c a n  b e  

reported a s  a n  asset.

2/26/90
- 1 0 -



In (7)(D), the p r e m i u m s  receivable f r o m  a  controlled or controlling p e r s o n  

c a n  b e  allowed a s  a n  asset w h e n  a  financial evaluation s h o w s  the p e r s o n  is 

solvent a n d  able to pay. T h i s  financial evaluation c a n  b e  called b y  the director 

a n d  w o u l d  b e  b a s e d  o n  a  review of b o o k s  a n d  records of the person.

P a r a g r a p h  (8) is the s a m e  a s  P a r a g r a p h  (7) of the existing law.

P a r a g r a p h  (9) is the s a m e  a s  P a r a g r a p h  (8) of the existing law.

C u r r e n t  l a w  allowc as a n  asset, a m o u n t s  receivable b y  a n  a s s u m i n g  insurer 

w h e n  a  solvent c e d i n g  insurer w i t h h o l d s  f u n d s  u n d e r  a  r e i n s u r a n c e  treaty. 

P a r a g r a p h  (10), w h i c h  is similar to P a r a g r a p h  (9) of the existing law, h a s  b e e n  

a m e n d e d  to require the a m o u n t  allowed as a n  asset n o t  to e x c e e d  the a m o u n t s  

r e c o r d e d  as a  liability b y  the a s s u m i n g  insurer for u n p a i d  losses a n d  reserves 

u n d e r  the r e i n s u r a n c e  treaty. T h i s  s u b s e c t i o n  requires that, w h e n  a  ceding 

insurer w i t h h o l d s  f u n d s  u n d e r  a  r e i n s u r a n c e  treaty to g u a r a n t e e  the p a y m e n t  

of a m o u n t s  due, the a s s u m i n g  reinsurer m a y  report these a m o u n t s  w i thheld as 

a n  asset w h e n  t h e y  also h a v e  reported the p a y a b l e  as a  liability. A n y  excess 

w i t h h e l d  over the liability m a y  n o t  b e  reported a s  a n  asset b y  the a s s u m i n g  

insurer.

P a r a g r a p h  (11) is the s a m e  a s  P a r a g r a p h  (10) of the existing law.

P a r a g r a p h  (12) defines the E D P  e q u i p m e n t  that is allowable as a n  asset. T h e  

a ss e t  c a n  o n l y  b e  electronic d a t a  p r o c e s s i n g  a n d  related e q u i p m e n t  a n d  

o perating software that is a  d a t a  processing, record keeping, or a c c o u n t i n g  

s y s t e m .  T h e  s y s t e m  m u s t  cost $ 5 0 , 0 0 0  or m o r e  a n d  the cost m u s t  b e  

depreciated fully (periodically c h a r g e d  to expense) over ten c a l e n d a r  yea r s  or 

less. T h e  c u r r e n t  l a w  allows a  s y s t e m  of $ 2 5 , 0 0 0  or m o r e  in cost, b u t  the 

p r o p o s e d  l a w  h a s  i n c r e a s e d  this to $ 5 0 , 0 0 0  to e n s u r e  o n l y  true d a t a  

p r o c e s s i n g  s y s t e m s  are a l l o w e d  a s  assets. T h e  t e n - y e a r  p e r i o d  for 

depreciation h a s  n o t  c h a n g e d .

P a r a g r a p h  (13) h a s  b e e n  a d d e d  to allow as a n  asset, receivables w h i c h  arise 

f r o m  i n c o m e  tax allocations b e t w e e n  organizations. T h e s e  assets m u s t  s t e m  

f r o m  a  tax allocation a g r e e m e n t  w h i c h  m e e t s  I R S  regulations, describes the 

m e t h o d  of allocation, a n d  sets a  r e a s o n a b l e  t i m e  for settling the b a l a n c e s  

receivable after filing of the t a x  return. T h e  receivable m u s t  b e  d u e  f r o m  a 

solvent organization that is n o t  in default o n  its obligations a n d  m u s t  m e e t  all 

ot h e r  r e q u i r e m e n t s  for a d m i t t e d  assets. T h e  receivable m u s t  also h a v t  a 

related liability established b y  o t h e r  o r g a nizations participating in the 

a g r e e m e n t .  T h i s  P a r a g r a p h  defines the r e q u i r e m e n t s  w h i c h  m u s t  b e  m e t  

before a  receivable b a s e d  o n  a  tax allocation c a n  b e  allowed a s  a n  asset.

P a r a g r a p h  (14) h a s  b e e n  a d d e d  to allow as a n  asset the effect of the exce s s  of 

assets over liabilities o n  c o n v e r s i o n  to U.S. c u r r e n c y  w h e n  the i t e m s  are 

reported in foreign currencies. B y  w a y  of explanation, if e a c h  of the asset a n d  

liability items is reported in foreign currency, this entry w o u l d  convert the net 

total to U.S. dollars. If e a c h  individual line i t e m  is converted to U.S. dollars,
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the resultant g a i n  or loss in foreign e x c h a n g e  rates is r e c o r d e d  o n  the 

s t a t e m e n t  of operations.

P a r a g r a p h  (15) is a d d e d  to allow a s  a n  asset only the u n s e c u r e d  receivable 

f r o m  a  solvent affiliate that is not m o r e  t h a n  six m o n t h s  past d u e  a n d  w h e r e  a 

related liability h a s  b e e n  reported b y  the affiliates. T h i s  e n s u r e s  that the 

receivable is recognized a s  a  p a yable b y  the affiliate a n d  p a y m e n t  will b e  m a d e  

within six m o n t h s .

P a r a g r a p h  (16) allows a s  a n  asset, a  receivable f r o m  a  w h o l l y  or partially 

u n i n s u r e d  accident a n d  health plan. T h i s  w o u l d  arise f r o m  a  self-insurance 

p l a n  of the insurer.

P a r a g r a p h  (17) is substantially similar to P a r a g r a p h  (12) of the existing law. 

b u t  revises the process that requires the approval of the director a s  n e c e s s a r y  

for the reporting of assets n o t  specifically listed in this c h a p t e r  of statutes. It 

is r e p l a c e d  w i t h  a n  a l l o w a n c e  for t h o s e  a s sets i n c l u d e d  in the a n n u a l  

s t a t e m e n t  f o r m  a n d  consistent w i t h  instructions p u b l i s h e d  b y  the N A I C  (as 

a p p r o v e d  b y  the director).

P a r a g r a p h  (18) is the s a m e  a s  P a r a g r a p h  (13) of the existing law.

Section 23. A S  21.18.030. Assets N o t  A l l o w e d  

P a g e  21. line 2 8  to p a g e  23. line 13.

S u b s e c t i o n s  (a)(l)-(3) r e m a i n  the s a m e  a s  the current law.

S u b s e c t i o n  (a)(4) is a m e n d e d  to specifically e x c l u d e  f r o m  assets tangible 

p e r s o n a l  property, including b u t  n o t  limited to that listed in the current law. 

It is also a m e n d e d  to r e m o v e  the b r o a d  e x c e p t i o n  that allows p r o p e r t y  

p e r m i t t e d  u n d e r  A S  2 1 . 2 1  (Investments) b u t  retains the e x e m p t i o n  in 

2 1 . 2 1 . 2 7 0  r e g a r d i n g  acquisitions of p r o p e r t y  t h r o u g h  t h e  foreclosure of 

chattel m ortgages. T h e s e  a m e n d m e n t s  a d d  a  b r o a d  definition of the types of 

property that c a n n o t  b e  held a n d  limits the exceptions included in A S  21.21.

S u b s e c t i o n  (a)(5) r e m a i n s  the s a m e  a s  the current law.

S u b s e c t i o n  (a)(6) e x cludes b o n d s  a n d  not e s  w h i c h  are s e c u r e d  b y  m o r t g a g e s  

or d e e d s  or trust w h i c h  are in default.

S u b s e c t i o n  (a)(7) is a d d e d  to e x c l u d e  the p a j r m e n t s  of Alternative M i n i m u m  

T a x  or other tax r e funds receivable f r o m  U.S. or state taxing authorities w h i c h  

are in dispute. T h i s  eliminates the recording a s  a n  asset of l o n g - t e r m  tax 

receivables in dispute a n d  noncollectible.

S u b s e c t i o n  (a)(8) is a d d e d  to ex c l u d e  the a m o u n t  of c o m m i t t e d  c o m m i s s i o n s  

w h e r e  the present value of future c o m m i s s i o n s  is paid in a d v a n c e  to agents.
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S u b s e c t i o n  (a)(9) Is a d d e d  to e x clude as assets the f orwarding of c o m m i s s i o n s  

a n d  fees before the e a r n i n g  of these a m o u n t s  b y  agents. T h e s e  s u b s e ctions 

e x c l u d e  w h a t  w o u l d  b e  a  p r e p a y m e n t  a m o u n t  to a g e n t s  that w o u l d  b e  highly 

uncollectible for the p a y m e n t  of liabilities.

S u b s e c t i o n  (a)(10) excludes u n s e c u r e d  loans f r o m  outside s o u r c e s  since these 

are u n k n o w n  collection risks.

S u b s e c t i o n  (b) requires that all assets w h i c h  are n o t  a l lowed b e c a u s e  of 

d o u b t f u l  v a l u e  or c haracter b e  d e d u c t e d  f r o m  the g r o s s  assets u n l e s s  the 

director p e r m i t s  a  reserve (liability) instead. T h i s  section requires a full 

r eporting of assets he l d  a n d  d e d u c t i n g  assets w i t h  q u e s t i o n a b l e  value to 

d e t e r m i n e  a n  insurer's ability to m e e t  its contractual obligations.

Section 24. A S  2 1 . 1 8 . 0 6 0 f a b  U n e a r n e d  P r e m i u m  R e s e r v e  

P a g e  23. lines 1 4 - 1 8  .

T h i s  s u b s e c t i o n  h a s  b e e n  a m e n d e d  on l y  to reflect editorial c h a n g e s .  N o  

c h a n g e  in the existing l a w  or intent h a s  b e e n  u n d e r t a k e n .

Section 2 5  A S  21.18.060(b). U n e a r n e d  P r e m i u m  R e serve 

P a g e  23. line 1 9  to p a g e  24. line 16.

T h i s  s u b s e c t i o n  h a s  b e e n  a m e n d e d  on l y  to reflect editorial c h a n g e s .  N o  

c h a n g e  in the existing l a w  or intent h a s  b e e n  u n d e r t a k e n .

Section 26. A S  21.18.073. U n e a r n e d  P r e m i u m  R e s e r v e  for Title I n s u r a n c e  

P a g e  24. line 1 7  to p a g e  25. line 28.

T h i s  section is a d d e d  to require reserves in addition to tho s e  required to p a y  

losses for Title i nsurance. T h i s  is to take the f o r m  of a  g u a r a n t y  f u n d  or 

u n e a r n e d  p r e m i u m  reserve a n d  s u c h  f u n d s  c a n n o t  b e  u s e d  for general 

p u r p o s e s .  I n v e s t m e n t  of these f u n d s  is allowed a n d  interest c a n  b e  included 

in the insurer's general i n c o m e .  T h i s  reserve shall b e  calculated for: (1)

policies i s s u e d  after J a n u a r y  1, 1 9 9 1  as 1 0 %  of p r e m i u m s  written in the 

c a l e n d a r  y e a r  w h i c h  will b e  r e d u c e d  b y  5 %  for e a c h  of the ne x t  2 0  years: a n d

(2) policies i s s u e d  before J a n u a r y  1, 1 9 9 1  as $ . 3 0  p e r  $ 1 , 0 0 0  face a m o u n t  of 

all policies i s s u e d  in the last ten years. N o  additional reserve of this type is 

required for policies issued m o r e  t h a n  ten y e ars ago. T h i s  e n s u r e s  sufficient 

assets to p a y  claims.
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Section 26. AS 21.18.075. Ball Bond Reserve
P a g e  .2,5 J i n e .  20 t O-pags 2& J in g _ Z i

T h e  director m a y  require a  reserve for ball b o n d s  or other single 

p r e m i u m  b o n d s  that are w i t h o u t  a n  expiration date a n d  f u rnished In Judicial 

p r o c e e d i n g s  in the a m o u n t  of 2 5 %  of total consideration c h a r g e d  for those 

b o n d s  outstanding. Th i s  e n s u r e s  sufficient reserves to p a y  c l a i m s  a n d  is in 

place of the u n e a r n e d  p r e m i u m  reserve required b y  A S  21.18.050.

Section 27. A S  21.18.120. Valuation of B o n d s  

P a g e  26. lines 8-27.

T h i s  section, in general, sets o u t  the valuation of b o n d s  that are allowed to b e  

p u r c h a s e d  a n d  h o w  t h e y  are to b e  recorded. It is a m e n d e d  to require the 

b o n d s  b e  issu e d  b y  a  solvent entity a n d  requires amortization of b o n d  p r e m i u m  

or discount.

Section 28. A S  21.18.900. Definitions

P a g e  26. line 2 8  to p a g e  27. line 22.

A  n e w  section h a s  b e e n  a d d e d  to define t e r m s  u s e d  in A S  21.18.

INVESTMENTS. (Sections 29-50)

T h e  i n v e s t m e n t  of a n  insurer's assets in appropriate a n d  safe i n v e s t m e n t s  is 

i m p o r t a n t  for c o n t i n u i n g  solvency. T h e s e  sections extensively e x p a n d  o n  the 

kind, quality, a n d  a m o u n t s  of i n v e s t m e n t s  allowed to b e  m a d e  b y  a n  insurer of 

its assets. T h e  types of equities a n d  i n v e s t m e n t s  h a v e  c h a n g e d  significantly in 

the last t w e n t y  y e a r s  a n d  the a m e n d m e n t s  b r i n g  recognition of these n e w  

i n v e s t m e n t s  a n d  the rules for a n  insurer desiring to invest its assets in t h e m .

Section 29. A S  21.21.020(c). Eligible I n v e s t m e n t s  

P a g e  27. lines 23-26.

C h a n g e s  simplify the l a n g u a g e  a n d  delete the grandfathering n e c e s s a r y  for the 

1 9 6 6  m a j o r  redrafting of this c h a p t e r  b u t  w h i c h  n o w ,  after 2 2  years, is not 

required.

Section 30. A S  21.21.030(c). G e n e r a l  Qualifications 

P a g e  27. line 2 7  to p a g e  28. line 7.

Editorial c h a n g e s  in this Section a c c o m m o d a t e  c h a n g e s  m a d e  in Section 27.
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Section 31, A S  21,21,030(d)-fe). G e n e r a l  Qualifications 

Pagg-26,.line.g - i 8 ,,

T h e s e  modif i c a t i o n s  close a  l oophole In the law. Insurers c a n  acquire 

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

contract of reinsurance. T h e  n e w  section requires the prior written approval 

of t h e  director c o n c e r n i n g  a  r e i n s u r a n c e  c o n t r a c t  b e i n g  p u r c h a s e d  

substantially w i t h  ineligible assets. S h o u l d  s u c h  a  transaction h a v e  occurred 

w i t h o u t  the prior a p p r o v a l  of the director, the director is given a  r a n g e  of 

o p t i o n s  for d e aling w i t h  either the ineligible assets or the con t r a c t  of 

reinsurance.

Section 32. A S  21.21.050. Diversification of I n v e s t m e n t s  

P a g e  28. line 19 to p a g e  30.. line 29,

T h e s e  c h a n g e s  e x e m p t  a  n e w  clan of securities f r o m  the general prohibition of 

lending b a s e d  u p o n  the credit of or investing in a n y  o n e  p e r s o n  or category of 

risk m o r e  t h a n  five p e r c e n t  of a n  insurer's assets. T h e  n e w  category is the 

general obligation of a  state of the U n i t e d  States of A m e r i c a  not insolvent a n d  

w h o s e  securities are n o t  t h e n  in default. T h e s e  securities are j u d g e d  to b e  a 

safe a n d  p r u d e n t  i n v e s t m e n t s  w i t h  the c h a n g e  allowing larger i n v e s t m e n t s  b y  

A l a s k a n  insurers in the securities of the State of Alaska.

A n  i n v e s t m e n t  limitation d e s i g n e d  to a d d  to the safety a n d  s o u n d n e s s  of 

Alaska's d o m e s t i c  i n s u r a n c e  ind u s t r y  is increased. C u r r e n t  l a w  requires a 

dollar figure e q u a l  to a  d o m e s t i c  insurer's m i n i m u m ,  required capital to b e  

invested in specified assets h a v i n g  a  m i n i m u m  of associated risk. T h e  c h a n g e s  

m o d i f y  the m i n i m u m  dollar a m o u n t  to the h i g h e r  of the previously specified 

m i n i m u m  capital or one-half of the insurer's reported capital as s h o w n  o n  its 

m o s t  r e c e n t  s t a t e m e n t  of financial condition filed w i t h  the director. T h e  

specified " m i n i m u m  risk" assets are modified to require b a n k  deposits to b e  

fully i n s u r e d  or collateralized, a n d  real estate m o r t g a g e  loans are eliminated as 

a  " m i n i m u m  risk" asset.

Finally, the director is given the authority to c o n s e n t  to a n  insurer investing 

m o r e  t h a n  t e n  p e r c e n t  of its assets in c o m m o n  stocks w h i c h  is the s a m e  

authority g r a n t e d  the director in S u b s e c t i o n s  (5) a n d  (7) w h i c h  deal w i t h  

corporate obligations a n d  m i s c e llaneous assets.

Section 33. A S  21.21.080. State. C o u n t y .  M u n i c i p a l  a n d  S c h o o l  Obligations 

P a g e  31. lines 1-13.

T h e  a m e n d m e n t s  to this section require that m o r e  conservative i n v e s t m e n t  

choices b e  m a d e  b y  insurers in respect to i n v e s t m e n t  in the obligations of the 

political subdivisions of a  state or province. T h e y  eliminate, as a n  eligible 

i n v e s t m e n t ,  t h e  obligations s e c u r e d  b y  a  p l e d g e  or a s s i g n m e n t  of specific 

r e v e n u e s  of a  political subdivision. T h i s  parallels the recent tightening d o n e
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b y  the federal g o v e r n m e n t  w i t h  respect to tax e x e m p t i o n  for the interest f r o m  

industrial r e v e m  e b o n d s .  B o n d s  w h i c h  are p a y a b l e  o n l y  f r o m  a  specific 

r e v e n u e  s o u r c e  1 lay carry the p a tina of safety associated w i t h  the political 

subdivision b y  w h o m  th e y  are issu e d  but, in fact, are n o t  required to b e  paid 

s h o u l d  the s o u r c e  of r e v e n u e  fail, a s  w o u l d  b e  the case, wi t h  a  subdivision's 

general obligation b o n d .  R e v e n u e  b o n d s  of states a n d  provinces a n d  political 

subdivisions thereof continue as eligible i n v e s t m e n t s  u n d e r  this chapter.

T h e s e  c h a n g e s  further require that for obligations of states a n d  political s u b ­

divisions to b e  eligible for investment, the associated state or province be:

(1) solvent;

(2) h a v e  the p o w e r  to levy taxes for p r o m p t  p a y m e n t ;  a n d

(3) not b e  in default o n  its obligations.

Section 34. A S  21.21.130. Inter-American D e v e l o p m e n t  B a n k  

P a g e  31. lines 14-20.

T h i s  c h a n g e  a d d s  the African a n d  A s i a n  D e v e l o p m e n t  B a n k s  to the eligible list 

of d e v e l o p m e n t  b a n k s  into w h i c h  i n v e s t m e n t s  c a n  b e  placed. Provisions 

regarding s o lvency a n d  n o n d e f a u l t  status are also a d d e d  for eligibility. Th i s  

section is c o n t a i n e d  in S B  3 5 3  b y  S e n a t o r  Kelly w h i c h  is in the H o u s e  L a b o r  

a n d  C o m m e r c e  C o m m i t t e e .

Section 35. A S  21.21.140(a). Corp o r a t e  B o n d  a n d  D e b e n t u r e s  

P a ge 31. line 2 1  to p a g e  32. line 9.

A m e n d m e n t s  to this section are to e n h a n c e  the clarity of the language. T h e  

intent of the existing l a w  is n o t  altered.

Section 36. A S  21.21.140fb). C o r p o r a t e  B o n d  a n d  D e b e n t u r e s  

P a g e  32. lines 10-21.

A m e n d m e n t s  to this section are to e n h a n c e  the clarity of the language. T h e  

intent of the existing l a w  is n o t  altered.

Section 37. A S  2 1 . 2 1 . 140(c). C o r p o r a t e  B o n d  a n d  D e b e n t u r e s  

P a g e  32. line 2 2  to p a g e  33. line 4.

A m e n d m e n t s  to this section are to e n h a n c e  the clarity of the language. T h e  

intent of the existing l a w  is n o t  altered.
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Section 38. AS 21.21.140(d). Corporate Bond and Debentures
Page 33. lines 5-8.

A m e n d m e n t s  to this section are to e n h a n c e  the clarity of the language. T h e  

intent of the existing lav/ is n o t  altered.

Section 39. A S  21.21.150. Preferred or G u a r a n t e e d  S t o c k s  

P a ge 33. line 9  to p a g e  34. line 1.

T h e  c h a n g e s  to this section tighten u p  the eligible preferred or g u a r a n t e e d  

s t o c k  i n v e s t m e n t "  b y  a d d i n g  a  n o n d e f a u l t  r e q u i r e m e n t .  C h a n g e s  for the 

p u r p o s e  of clarification are m a d e  wi t h  respect to the final ye a r  m e a s u r e m e n t  

of dividends d u r i n g  the i m m e d i a t e  preceding t w o  fiscal years.

Section 40. A S  21.21.160. C o m m o n  Stocks 

P a ge 34. lines 2-17.

T h i s  c h a n g e  tightens u p  the eligible c o m m o n  s t ock r e q u i r e m e n t  b y  a d d i n g  a 

n o n d e f a u l t  requirement.

Section 41. A S  21.21.170(a). I n s u r a n c e  S t ocks 

P a g e  34. lines 18-22.

T h i s  c h a n g e  tightens u p  the eligible i n s u r a n c e  stock r e q u i r e m e n t  b y  a d d i n g  a 

n o n d e f a u l t  requirement.

Section 42. A S  21.21.190. E q u i p m e n t  Tru s t  Certificates 

P a g e  34. line 2 3  to p a g e  35. line 1.

T h e s e  c h a n g e s  are editorial only.

Section 43. A S  21.21.245. Pooled I n v e s t m e n t s  

P a g e  35. lines 2-16.

Prior statute l a n g u a g e  w a s  written before the a d v e n t  of m u t u a l  funds, 

i n v e s t m e n t  trusts, unit i n v e s t m e n t  trusts a n d  similar p o p u l a r  i n v e s t m e n t  

vehicles. T h i s  n e w  section provides a  statutory m e t h o d  for allowing a n d  

controlling a  d o m e s t i c  insurer's u s e  of these i n v e s t m e n t  m e c h a n i s m s  b y  

establishing a  category titled "Pooled Investments" into w h i c h  i n v e s t m e n t  will 

b e  authorized b y  a n  insurer only if the pooled i n v e s t m e n t  a p p e a r s  o n  a  list of 

eligible p o o l e d  i n v e s t m e n t  entities to b e  m a i n t a i n e d  b y  the director. T h i s  

a p p r o a c h  is similar to the t r e a t m e n t  u s e d  to m a n a g e  pooled i n v e s t m e n t s  b y  

credit u n i o n  regulators a n d  m a k e s  u s e  of definitions established u n d e r  the 

I n v e s t m e n t  C o m p a n y  A c t  of 1 9 4 0  a n d  the Internal R e v e n u e  C o d e  of 1986.
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It m a y  b e  a r g u e d  that a n y  "pooled investment" that contains eligible securities 

s h o u l d  also b e  eligible for i n v e s t m e n t  b y  insurers. This, h o w e v e r ,  is a n  

e x t r e m e l y  d a n g e r o u s  a s s u m p t i o n  w h i c h  is best illustrated b y  e x ample.

U.S. G o v e r n m e n t  Securities are generally held to b e  the s t a n d a r d  for a  safe a n d  

s o u n d  conservative investment. M o s t  U.S. g o v e r n m e n t  m u t u a l  f u n d s  also allow 

u s e  of options a n d  interest rate figure’s contracts w h i c h  c a n  either b e  highly 

speculative o r  i n c o m e  protecting ledger d e p e n d i n g  o n  their use. T h u s ,  

d e p e n d i n g  o n  the r a n k i n g  of priorities in the p o o l e d  investment's i n v e s t m e n t  

objectives, the experi e n c e  of the f u n d  m a n a g e r  a n d  other intent l a n g u a g e  in 

the registration d o c u m e n t s ,  a  pooled i n v e s t m e n t  c a n  o n  the surface a p p e a r  to 

b e  conservative while, in practice, It is m a n a g e d  in a  m a n n e r  w h i c h  p u t s  the 

p o o l e d  i n v e s t m e n t  at the opposite e n d  of the safety a n d  s o u n d n e s s  s p e c t r u m ,  

a  result w h i c h  w o u l d  frustrate the legislative Intent of this title.

Insurers s h o u l d  b e  allowed the u s e  of pool e d  i n v e s t m e n t  t e c h n i q u e s  b e c a u s e  

t h e y  l o w e r  risk t h r o u g h  diversification a n d  p r o v i d e  a n o t h e r  s o u r c e  of 

professional f u n d s  m a n a g e m e n t .  T h i s  section's a p p r o a c h  p r o v i d e s  that 

o p p o r t u n i t y  w i t h  a  m e c h a n i s m  to avoid the risk of s p e c u lation a n d  w h i c h  

"piggybacks" o n  the w o r k  of other regulators. O t h e r  c h a n g e s  dealing w i t h  h o w  

i n s u r e r s  will b e  m e a s u r e d  w i t h  reference to a d h e r e n c e  to the i n v e s t m e n t  

diversification a n d  concentration prohibitions of this c h a p t e r  a n d  a  m e t h o d  for 

treating currently h e l d  pool e d  i n v e s t m e n t s  after a d o p t i o n  of this section are 

also included.

Section 44. A S  21.21.250(c). M i s c e l l a n e o u s  I n v e s t m e n t s  

P a g e  35. lines 17-22.

A  n e w  s u b s e c t i o n  is a d d e d  that p e r m i t s  a n  insurer to invest in obligations of 

the life a n d  disability g u a r a n t e e  f u n d  w h e n  established.

Section 4 5. A S  21.21.270fh ». Chattel M o r t g a g e s  

P a g e  35. lines 23-29.

T h e  c h a n g e  p r o v i d e d  in this section pertains to a n  insurer's chattel m o r t g a g e s  

a n d  requires that appraisers hired to val u e  a n  insurer’s interest in a  property 

m u s t  b e  i n d e p e n d e n t  of the insurer.

Section 46. A S  21.21.270fcl. Chattel M o r t g a g e s  

P a g e  35. lines 23-29.

T h e  c h a n g e s  p r o v i d e d  in this section p e rtains to a n  insurer's chattel 

m o r t g a g e s  a n d  e n h a n c e s  a n  insurer's ability to place liens o n  p e r s o n a l  

p r o p e r t y  for the i m p r o v e m e n t  of that insurer's collection efforts e v e n  w h e n  

th a t  lien is a  p r o p e r t y  interest in w h a t  o t h e r w i s e  m a y  b e  a n  ineligible 

i n v e s tment.
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T h e  first c h a n g e  In this section dealing w i t h  i n s u r e r - o w n e d  real estate 

clarifies h o w  the m a x i m u m  allowable i n v e s t m e n t  will b e  m e a s u r e d .

O t h e r  c h a n g e s  enhim.ee a n d  clarify a n  Insurer's authority to o w n  real estate in 

exce s s  of that w h i c h  w a s  previously allowed. O w n e r s h i p  of e x cess s p a c e  for 

rent to others is n e w l y  authorized if s u c h  s p a c e  is r e a s o n a b l y  anticipated to b e  

required for future e x p a n s i o n  or in order to h a v e  a  building that will b e  a n  

e c o n o m i c  unit. A  provision is also m a d e  for insurers, u n d e r  certain 

conditions, to h o l d  real estate for the p r o d u c t i o n  of i n c o m e  with the prior 

a pproval of the director a n d  only u p  to a  m a x i m u m  limit of five percent of the 

insurer's assets.

Section 47, AS 21,21,380, Rea] Estate
Page 36. line 9 to page 39. line 25.

Section 48. A S  21.21.310(a). Failure to D i s p o s e  of Real Estate. Property or 

Securities
P a ge 39. line 2 6  to p a g e  40. line 2.

T h i s  c h a n g e ,  m a d e  for the p u r p o s e s  of clarification, specifies that assets 

required to b e  d i s p o s e d  of m a y  n o t  b e  allowed as a n  "admitted" asset for the 

p u r p o s e  of d e t e r m i n i n g  a n  Insurer's financial solvency.

S e c t i o n  49. A S  2 1 . 2 1 . 3 5 0 .  I n v e s t m e n t  T r a n s a c t i o n s  w i t h  Affiliated o r 

Controlling P e r s o n s

P a g e  40. line 3  to p a g e  41. line 11.

T h i s  n e w  section pro v i d e s  for p r u d e n t  rules for i n s u r e r s  to deal wi t h  

i n v e s t m e n t  t r a n s a c t i o n s  w i t h  affiliated or controlling p e r s o n s .  B e fore 

p u r c h a s i n g  or selling a n  otherwise permissible i n v e s t m e n t  issu e d  by, d u e  f r o m  

or t h r o u g h  the u s e  of a  b r o k e r  w h o  is a n  affiliated or controlling p e r s o n  or 

p u r c h a s i n g  or selling either to or f r o m  s a m e ,  a n  insurer m u s t  first disclose the 

facts a n d  c i r c u m s t a n c e s  of t h e  relationship fully to its b o a r d  of directors. 

O n c e  the insurer's b o a r d  h a s  the facts, t h e y  t h e n  are required to specifically 

authorize the transaction. I n v e s t m e n t s  or loans are required to b e  at current 

m a r k e t  transfer prices or at c o m m e r c i a l l y  r e a s o n a b l e  rates w i t h  the b o a r d  

b e i n g  required to m a k e  that determination. E x c e p t i o n s  are p r o v i d e d  for the 

b o a r d  to rely o n  i n d e p e n d e n t  third par t y  experts a n d  to ignore transactions 

w h e r e  the financial interest is n o minal.

Section 49. A S  21.21.355. Certain Deposits N o t  Prohibited 

P a ge 41. lines 12-21.

T h i s  addition clarifies that n o t h i n g  in this c h a p t e r  prohibits a n  insurer f r o m  

m a k i n g  a  deposit of its securities for the p u r p o s e s  of protecting the interests 

of its policyholders, or w h e r e  it is n e c e s s a r y  to s e c u r e  p e r m i s s i o n  to transact
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3.

b u s i n e s s  or a s  collateral for the sec u r i n g  of a n y  b o n d  for the b u s i n e s s  of the 

insurer. T h e s e  p u r p o s e s  generally are d e s i g n e d  to protect the interests of the 

i n s u r a n c e  c o n s u m i n g  p u b l i c  a n d  this c h a n g e  is a n  a t t e m p t  to avoid 

inadvertently frustrating that objective.

Section 4 9 , A S  21.21,360. O p t i o n s  a n d  Futures-Cordracls 

P a g e  41. line 2 2  to n a c e  45. line IQ,

O v e r  the last d e c a d e ,  the U.S. financial m a r k e t s  h a v e  d e v e l o p e d  organized 

o p t i o n s  a n d  f u t u r e  c o n t r a c t  m a r k e t s  P r o p e r  u s e  of t h e s e  financial 

i n s t r u m e n t s  w h e n  u n d e r t a k e n  u n d e r  a  policy of hedging, as a p p r o v e d  b y  a n  

insurer's b o a r d  of directors a n d  p r u d e n t l y  executed, c a n  b e  a n  i m p o r t a n t  part 

of r e d u c i n g  a n  insurer's overall i n v e s t m e n t  risk. R e d u c t i o n  of i n v e s t m e n t  risk 

increases the safety a n d  s o u n d n e s s  of insurers a n d .  thus, protects Alaska's 

i n s u r a n c e  c o n s u m i n g  public. T h e r e  currently exists n o  m e c h a n i s m  u n d e r  

A l a s k a ' s  I n s u r a n c e  L a w  w h i c h  p r o v i d e s  o u r  d o m e s t i c  In s u r e r s  w i t h  the 

o pportunity to utilize options a n d  future contracts.

T h i s  n e w  section specifies that options a n d  future contracts m a y  b e  entered 

into b y  a  d o m e s t i c  insurer if d o n e  u n d e r  a  policy of h e d g i n g  a n  insurer's risk 

f r o m  m a r k e t  fluctuations a p p r o v e d  b y  b o t h  the insurer's b o a r d  of directors a n d  

the director.

W i t h  regard to valuation a n d  a c c o u n t i n g  o n  the insurer's financial statements, 

this n e w  section closely follows the m o d e l  rule a d o p t e d  b y  the National 

A s s o c i a t i o n  of I n s u r a n c e  C o m m i s s i o n e r s ,  Securities V a l u a t i o n  Office. P u t  

options, call options, other s t o c k  options, s t o c k  p u r c h a s e  w a r r a n t s  a n d  

financial future contracts are all treated in s o m e  detail. Conservative valuation 

r e q u i r e m e n t s ,  specified a c c o u n t i n g  t r e a t m e n t s  a n d  consistency r e q u i r e m e n t s  

are i n t e n d e d  to m a n d a t e  p r u d e n c e .

Section 50. A S  21.21.600. Definitions

P a g e  45. line 11 to p a g e  47. line 18.

T h i s  definitional section is h i g h l v  e x p a n d e d  to clarify the technical t e r m s  

utilized in A S  21.21. W h e n  possible, w e  h a v e  specified that certain definitions 

are to b e  consistently applied b e t w e e n  this a n d  other c hapters of this title. A n  

a t t e m p t  h a s  b e e n  m a d e  to rely o n  regulatory structures s u p e r v i s e d  b y  the 

federal g o v e r n m e n t  or the N a tional Association of I n s u r a n c e  C o m m i s s i o n e r s  

w h e r e  t h o s e  r e g u l a t o r y  s t r u c t u r e s  h a v e  b e c o m e  t h e  s t a n d a r d s  for the 

i n s u r a n c e  i n dustry a n d  closely paraflel the regulatory intent of this title.
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S U R P L U S  L I N E S  I N S U R A N C E . ( b e c t i o n  5 1 )
T h i s  section recognizes m u t u a l  protection a n d  I n d e m n i t y  associations as 

n o n a d m i t t e d  insurers that m a y  b e  classified as eligible s u r p l u s  lines insurers. 

T h e  financial r e q u i r e m e n t s  for a n  insurer to b e  i n cluded o n  the "white list" of 

eligible s u r p l u s  lines insurers h a v e  b e e n  increased. T h e  capital a n d  s u r p l u s  

r e q u i r e m e n t s  are increased a s  well a s  the a m o u n t  of assets required to b e  

trusteed In the U n i t e d  States b y  alien insurers.

Section 51. A S  21.34.040(c). Eligible S u r p l u s  Lines Insurers R e q u i r e d  

P a g e  47. line 19 to p a g e  49. line 17,

T h e  c h a n g e s  in this section generally are for the p u r p o s e  of strengthening the 

financial r e q u i r e m e n t s  for a  n o n a d m i t t e d  i n s u r e r  to b e  declared a n  eligible 

insurer for the p u r p o s e s  of the lawful u n d e r w r i t i n g  of s u r p l u s  lines i n s u r a n c e  

u n d e r  A S 2 1 . 3 4 .  T h e  policyholder s u r p l u s  r e q u i r e m e n t  for foreign insurers is 

i n c r e a s e d  to $ 6 , 0 0 0 , 0 0 0  at 1 2 / 3 1 / 9 0 ,  $ 1 0 , 0 0 0 , 0 0 0  at 1 2 / 3 1 / 9 1 ,  

$ 1 2 , 5 0 0 , 0 0 0  at 1 2 / 3 1 . 9 2 ,  a n d  $ 1 5 , 0 0 0 , 0 0 0  at 1 2 / 3 1 / 9 3 .  T h e  policyholder 

s u r p l u s  r e q u i r e m e n t s  for alien insurers is the s a m e  a s  t h o s e  a b o v e  for foreign 

insurers. T h e  a m o u n t  of trusteed assets required in the U n i t e d  States for a n  

alien s t o c k  or m u t u a l  i n s u r e r  h a s  b e e n  i n c r e a s e d  f r o m  $ 1 , 5 0 0 , 0 0 0  to 

$ 2 , 5 0 0 , 0 0 0 .  Additionally, t h e  policyholder s u r p l u s  r e q u i r e m e n t  for a n  

" i n s u r a n c e  e x c h a n g e "  d o m i c i l e d  in a n o t h e r  state h a s  b e e n  i n c r e a s e d  f r o m  

$ 1 5 , 0 0 0 , 0 0 0  to $ 5 0 , 0 0 0 , 0 0 0 .

TRADE PRACTICES A N D  FRAUDS. (Section 52)

Th i s  section provides for civil i m m u n i t y  for a  p e r s o n  that provides information 

to l a w  e n f o r c e m e n t  officials, the N A I C ,  the Division of I n s u r a n c e ,  or other 

states' i n s u r a n c e  regulators pertaining to fraudulent i n s u r a n c e  acts.

Section 52. A S  21.36.430. I m m u n i t y  for R e p o r t s  o n  F r a u d  

P a g e  49. lines 18-29.

T h i s  n e w  section p r o v i d e s  for civil i m m u n i t y  for a n y  p e r s o n  reporting 

information covering suggested, anticipated,, or c o m p l e t e d  f r a u d u l e n t  acts as 

l o n g  a s  t h e  repo r t i n g  d o e s  n o t  entail reckless, willful, or intentional 

m i s c o n d u c t .
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TITLE INSURANCE COMPANIES. (Sections 53-57)

T h e  a m e n d m e n t s  f o u n d  in t h e s e  sections are to p r o v i d e  for the s a m e  

t r e a t m e n t  of title insurers a s  for other types of insurers in financial reporting 

a n d  e x a m i n a t i o n  b y  the director. (The a m e n d m e n t s  m i r r o r  those f o u n d  in 

Sections 5, a n d  1 7 - 1 9  of this A c t  w h i c h  pertains to insurers other t h a n  title 

Insurers.)

S e c tion 53. A S  21.66.^80. A n n u a l  S t a t e m e n t  

P a g e  50. lines 1-20.

A m e n d m e n t s  to this section prescribe that title insurers file the required 

a n n u a l  financial s t a t e m e n t  in the f o r m a t  consistent wi t h  that a d o p t e d  b y  the 

N A I C  a n d  a p p r o v e d  b y  the director. T h e  director m a y  require that the a n n u a l  

financial s t a t e m e n t  b e  filed via electronic m e d i a .  T h e s e  a m e n d m e n t s  place 

the title insurers o n  the s a m e  financial reporting basis a s  other types of 

insurers n o t e d  in Section 1 7  of this Act.

Section 54. A S  21.66.030fb). A n n u a l  S t a t e m e n t 

P a g e  50. lines 21-23.

T h i s  Section requires Title insurers to file their a n n u a l  financial s t a t e m e n t s  

w i t h  N A I C .  T h i s  a m e n d m e n t  is the s a m e  required of other types of insurers in 

Section 1 8  of this Act.

Section 55. A S  21.66.085. Quarterly S t a t e m e n t  

P a g e  50. line 2 4  to p a g e  51. line 4.

T h i s  n e w  s u b s e c t i o n  allows the director to require that title insurers file 

quarterly financial s t a t e m e n t s  o n  the s a m e  basis as for other types of insurers 

n o t e d  in Section 1 9  of this Act.

Section 56. A S  21.66.090fb). Application for Certificate of Authority 

P a g e 51. lines 5-11.

A m e n d m e n t  to this s u b s e c t i o n  clarifies that title insurers are responsible to 

p a y  the e x a m i n a t i o n  costs associated w i t h  the director's e x a m i n a t i o n  of a n y  

title plant associated w i t h  a  title insurer.
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Section 57. A S  21.66.130. E x p e n s e s  of E x a m i n a t i o n  

P a g e  51. lines 12-15.

T h e  repeal a n d  r e e n a c t m e n t  of this section piovides for the p a y m e n t  of 

e x a m i n a t i o n  e x p e n s e s  associated w i t h  the director's e x a m i n a t i o n  of a n y  title 

insurer o n  the s a m e  basis a s  that u s e d  for other types of insurers as revised in 

Section 5  of this Act.

ORGANIZATION A N D  C O R P O R A T E  PROCEDURES. (Section 58)

T h i s  a m e n d m e n t  is editorial in nature. It replaces extensive verbiage relating 

to the description of financial i m p a i r m e n t  of a n  A l a s k a  insurer w i t h  the t e r m  

"impaired" w h i c h  h a s  n o w  b e e n  defined b y  the A c t  in A S  2 1 . 9 0 . 9 0 0  (Section 

81).

Section 58. A S  2 1 . 6 9 . 5 3 0  fa). I m p a i r m e n t  of Capital or A s s e t s 

P a g e  51. lines 16-25.

A m e n d m e n t  to this section is editorial in nature. T h e  full description for w h a t  

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

"impaired" w h i c h  is defined in A S  2 1 . 9 0 . 9 0 0  (see Section 81) b u t  also applies 

to this chapter.

REHABILITATION A N D  LIQUIDATION. (Sections 59-80)

A l t h o u g h  extensive a m e n d m e n t  is p r o p o s e d ,  the basic intent of the existing 

l a w  ( A S  21.78) in regard to c o n d u c t i n g  the affairs of a  financially i m p a i r e d  or 

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

guidelines h a v e  b e e n  e x p a n d e d  a n d  clarified so that the affairs of a  financially 

troubled insurer c a n  b e  c o n d u c t e d  in a n  orderly a n d  equitable m a n n e r  w i t h o u t  

u n d u e  litigation.

Section 59. A S  2 1.78.020. C o m m e n c e m e n t  of D e l i n q u e n c y  P r o c e e d i n gs 

P a g e  51. line 2 6  to p a g e  53. line 12.

A l t h o u g h  substantial a m e n d m e n t  to this section h a s  b e e n  u n d e r t a k e n ,  the 

basic intent r e m a i n s  u n c h a n g e d .  T h i s  section is clarified to clearly indicate 

that t h e  director is the only p e r s o n  that m a y  c o m m e n c e  w h a t  a m o u n t s  to a 

b a n k r u p t c y  p r o c e e d i n g  (rehabilitation or liquidation) for a  d o m e s t i c  insurer. 

Additionally, this section provides that the director b e  the c o u r t  a p p o i n t e d  

receiver a n d  describes the jurisdiction of the court in these proceedings.
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S e c t i o n  6Qt,_A$ .2 1,78,Q3Q, . Inj u n c t i o n s  q n g  Q rd e rg
Page 53. line 13 to page 54. line 14.

T h e  intent of this a m e n d e d  section r e m a i n s  the s a m e  in allowing the director 

to seek, w i t h o u t  b o n d ,  orders or injunctions to p r event hypothecation, waste, 

dissipation or other inappropriate transfer of assets of a  b a n k r u p t  insurer. 

A m e n d m e n t  to this section further describes those situations in w h i c h  these 

types of court orders m a y  b e  sought.

Section 61. A S  21.78.040. G r o u n d s  for Rehabilitation 

P a g e  54. line 1 5  to p a g e  55, line 5.

In addition to the 1 0  g r o u n d s  o n  w h i c h  the director m a y  s e e k  a n  order of 

rehabilitation u n d e r  A S  2 1 . 7 8 ,  f o u r  n e w  g r o u n d s  a r e  a d d e d  b y  the 

a m e n d m e n t s  to this section. T h e  n e w  g r o u n d s  are as follows:

1. a n  insurer fails to r e m o v e  a n  officer found, after hearing, to b e  dishonest 

o r  untrustworthy;

2 . if the i n s u r e r  fails to m a k e  available r e c o r d s  of its transactions for 

exam i n a t i o n ;

3. if a n  insurer h a s  within four years willfully violated its charter or bylaws, 

a n y  A l a s k a  i n s u r a n c e  law, or a n y  valid order f r o m  the director; a n d

4. if a n  insurer h a s  failed to file a n y  required financial s t a t e m e n t  or report.

B e c a u s e  the g r o u n d s  for liquidation f o u n d  in A S  2 1 . 7 8 . 0 5 0  include, b y  

reference to A S  21.78.040, the s a m e  g r o u n d s  as are available for rehabilitation, 

the a b o v e  n e w  g r o u n d s  are also established for c o m m e n c i n g  a  liquidation 

p r o c e e d i n g .

Section 62. A S  21.78.040(b). G r o u n d s  for Rehabilitation 

P a g e  55. lines 6-25.

In addition to the n e w  g r o u n d s  d e s c r i b e d  in the last Section, additional 

g r o u n d s  are a d d e d  relating to criminal activities i m p a c t i n g  the insurer. T h e s e  

are: o n  w h i c h  the director m a y  s e e k  a n  order of rehabilitation u n d e r  A S  21.78, 

four n e w  g r o u n d s  are a d d e d  b y  the a m e n d m e n t s  to this section. T h e  n e w  

g r o u n d s  are as follows:

1. t h e  o c c u r r e n c e  of fraud w h i c h  e n d a n g e r s  the insurer's assets;

2 . control of a n  i n s u r e r  is b y  a  p e r s o n  f o u n d ,  after h e aring, to b e  

untrustworthy; and,
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3 . if a n  officer h a s  r e f u s e d  to b e  e x a m i n e d  u n d e r  o a t h  c o n c e r n i n g  a n  

e x a m i n a t i o n  of the Insurer.

B e c a u s e  the g r o u n d s  for liquidation f o u n d  in A S  2 1 . 7 8 . 0 5 0  Include, b y  

reference to A S  2 1.78.040, the s a m e  g r o u n d s  as are available for rehabilitation, 

the a b o v e  n e w  g r o u n d s  are also established for c o m m e n c i n g  a  liquidation 

p r o c e e d i n g .

Section 63. A S  2 1,78.090. O r d e r  of Rehabilitation 

P a g e  55. line 2 6  to p a g e  56. line 25.

A m e n d m e n t  to this section a d d s  n e w  s u b s e c t i o n s  pertaining to a n  order of 

rehabilitation a n d  its effect. A n  o r d e r  of rehabilitation s t o p s  a n y  legal

p r o c e e d i n g  against a n  insurer for 9 0  d a y s  a n d  p u t s  o n  h o l d  a n y  statute of

limitation time limit for a  legal action w h i c h  a n  insurer m i g h t  take for 6 0  days. 

T h i s  section n o w  m a k e s  it clear that a n y  g u a r a n t e e  association m a y  intervene 

in a  rehabilitation p r o c e e d i n g  if the association is required to act the result of 

the e n Jr y  of a n  ord e r  of rehabilitation. T h e  receiver is required to provide

periodic a c c o u n t i n g s  to the c o u r t  of the c o n d i t i o n  of the i n s u r e r  in

rehabilitation.

Section 64. A S  21.78.100. O r d e r  of Liquidation. D o m e s t i c  Insurers 

P a g e  56. line 2 6  to p a g e  59. line 6.

N e w  s u b s e c t i o n s  pertaining to a n  ord e r  of liquidation a n d  its effect are a d d e d  

to the section. Liquidation orders are required to call for specified periodic 

a c c o u n t i n g s  to the court of the affairs of a n  insurer b e i n g  liquidated. O r d e r s  of 

liquidation are r e q u i r e d  to c o n t a i n  p r o v i s i o n s  for t h e  t e r m i n a t i o n  or 

c ontinuation in force of all i n s u r a n c e  contracts of the insurer according to the 

guidelines n o w  set forth in this section. T h i s  section also contains the effects 

that a n  ord e r  of liquidation h a s  o n  legal p r o c e e d i n g s  similar to tho s e  f o u n d  

pertaining to orders of rehabilitation. Also, this section n o w  provides for a n y  

g u a r a n t e e  asso c i a t i o n s  to i n t e r v e n e  in a  liquidation p r o c e e d i n g  if the 

a ssociation is r e q u i r e d  to act as the result of the e n t r y  of a n  order of 

liquidation.

S e c t i o n  65. A S  2 1 . 7 8 . 1 3 0 .  C o n d u c t  of D e l i n q u e n c y  P r o c e e d i n g s  A g a i n s t  

D o m e s t i c  a n d  Alien Insurers.

P a g e  59. line 7  to p a g e  60. line 23.

T h e  n e w  s u b s e c t i o n s  a d d e d  to this section a u g m e n t  the p o w e r s  a n d  authority 

of t h e  receiver in a  rehabilitation or liquidation. T h e  receiver is allowed to 

p u r s u e  o n  b e h a l f  of the insurer all legal r e m e d i e s  f r o m  a n y  p e r s o n  d u e  to 

tortuous acts, b r e a c h  of contract, or b r e a c h  of fiduciary obligation.
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If the receiver finds that reorganization, consolidation, m e rger, conversion or 

other t r a n s f o r m a t i o n  of a n  i m p a i r e d  or insolvent insurer is appropriate, the 

receiver is required to develop a  plan for the appropriate action a n d  s u b m i t  

the p l a n  to the court for approval, disapproval or modification. A  p l a n  of this 

n a t u r e  m a y  include a  m o r a t o r i u m  o n  nonforfeiture benefits u n d e r  contracts 

i n s u r e d  b y  a n  i m p a i r e d  or insolvent life insurer.

If a n  insolvent insurer's estate do e s  not p o s s e s s  sufficient c a s h  or other liquid 

assets to c o v e r  the costs of rehabilitation or liquidation, f u n d s  m a y  b e  

a d v a n c e d  b y  the Division of I n s u r a n c e  for that p u r p o s e .  H o w e v e r ,  these f u n d s  

are required to b e  repaid o u t  of the first available m o n e y  a n d  take priority over 

all oth e r  claims against the estate.

T h e  receiver is g r a n t e d  the authority to c o n d u c t  e x a m i n a t i o n s  in conjunction 

with a  d e l i n q u e n c y  p r o c e e d i n g  with the s a m e  ability to s u b p o e n a ,  e x a m i n e  

u n d e r  oath, a n d  review records a s  the director h a s  in the e x a m i n a t i o n  of a n y  

insurer. T h e  receiver is also g r a n t e d  t h e  p o w e r  to m o v e  r e c o r d s  of the 

insurer to a n y  location that w o u l d  facilitate the rehabilitation or liquidation 

a n d  to provide reaso n a b l e  a c cess to those r e cords n e c e s s a r y  to a n y  g u a r a n t e e  

association to carry out its lawful duties.

T h e  receiver m a y  also intervene in similar p r o c e e d i n g s  in oth e r  jurisdictions 

a n d  act as a  receiver or trustee in a n o t h e r  jurisdiction if a n  a p p o i n t m e n t  is 

offered. T h e  receiver m a y  enter into a g r e e m e n t s  w i t h  a  receiver or other 

i n s u r a n c e  regulatory official of a n o t h e r  state w h i c h  relates to a  d e l i n q u e n c y  

p r o c e e d i n g  affecting a n  insurer that is or h a s  c o n d u c t e d  b u s i n e s s  in b o t h  

states.

Section 66. A S  21.78.170. F o r m  of C l a i m  

P a g e  60. line 2 4  to p a g e  61. line 2.

T h i s  section c o n t a i n s  the provisions pertaining to c l a i m s  filed against the 

estate of a n  insolvent insurer. S u b s e c t i o n  (c) h a s  b e e n  a m e n d e d  to require the 

receiver to notify a  claimant if the claim h a s  b e e n  d e n i e d  in part or in w h o l e  in 

writing b y  first class mail. T h e  c l a i m a n t  m u s t  raise a n y  objection w i t h  this 

de t e r m i n a t i o n  within 6 0  d a y s  of w h e n  the notice w a s  m a i l e d  or is b a r r e d  f r o m  

a n y  objection.

Section 67. A S  21.78.170. F o r m  of C l a i m  

P a g e  61. lines 3-9.

If the receiver receives a n  objection, t h e  a m e n d m e n t s  to s u b s e c t i o n  (d) 

provide that the receiver request the court to c o n d u c t  a  h e a r i n g  o n  the m a t t e r  

if the receiver d o e s  n o t  c h a n g e  the original d e t e r m i n a t i o n  after s u c h  objection 

is m a d e .
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S e c t io n  68,. AS.21 ,7& I7Q .^EQ rn3_QLC laim
P a g e  61. l in e  IQ to  p a g e  62, l in e  1.

N e w  s u b s e c t i o n s  (e) t h r o u g h  (h) h a v e  b e e n  a d d e d  to provide further guidelines 

for c l aims m a d e  against a n  insurer in liquidation. A  claim d o e s  not h a v e  to be 

c o n s i d e r e d  or al l o w e d  if n o t  all the required s u p p o r t i n g  d o c u m e n t a t i o n  is 

provided or if the prescribed (and court ordered) claim f o r m  is n o t  used. T h e  

receiver m a y  at a n y  t i m e  request that additional i nformation b e  provided b y  

a n y  c l a i m a n t  a n d  nr. / take t e s t i m o n y  u n d e r  o a t h  to obtain s u p p l e m e n t a r y  

Information. A  J u d g e m e n t  or a n  order against a n  i n s u r e d  or a n  insurer 

e n t e r e d  after the d a t e  of a  liquidation ord e r  or a  j u d g e m e n t  or a n  order 

entered at a n y  time b y  default or collusion n e e d  not b e  considered as s u p p o r t  

of e v i d e n c e  of liability or a m o u n t  of d a m a g e s  in c o n n e c t i o n  w i t h  a  claim. A  

c l a i m  b y  a n y  g u a r a n t e e  association a g a i n s t  the estate of a n  i n s u r e r  in 

liquidation m u s t  b e  in a  f o r m  a n d  contain s u p p o r t  a g r e e d  to b y  the receiver 

a n d  the g u a r a n t e e  association.

Section 69. A S  21.78.180(d). Priority of Certain C l a i m s  

P a g e  62. lines 2-15.

Th i s  section is a m e n d e d  to clarify certain c i r c u m s t a n c e  involving c laimants 

w h o s e  c l a i m s  against the estate of a n  in s u r e r  in liquidation are secured. 

A m e n d m e n t  to s u b s e c t i o n  (d) provides the m e t h o d o l o g y  for arriving at the 

val u e  of t h e  security a n d  allows for the entire c l a i m  to b e  a l lowed if the 

security is s u r r e n d e r e d  to the receiver.

Section 70. A S  21.78.180(e). Priority of Certain C l a i m s  

P a g e  62. line 1 6  to p a g e  63. line 1.

A  n e w  s u b s e c t i o n  (e) h a s  b e e n  a d d e d  to allow in certain c i r c u m s t a n c e s  for a 

p e r s o n  o t h e r  t h a n  the s e c u r e d  creditor to file a  cla i m  w i t h  the estate of a n  

insolvent insurer. T h a t  other p e r s o n  m u s t  b e  the p e r s o n  that provided the 

security via s o m e  u n d e r t a k i n g  a n d  the s e c u r e d  creditor h a s  failed to file a n d  

prove a  claim. In s u c h  a  circumstance, that p e r s o n  m a y  file a  claim in lieu of 

the s e c u r e d  creditor. H o w e v e r ,  the s e c u r e d  creditor will get a n y  distributions 

f r o m  the estate of t h e  insolvent insurer a n d  the other p e r s o n  that m a d e  the 

claim will on l y  b e  entitled to a  portion of the distribution if the distribution 

a n d  t h e  a m o u n t  p a i d  o n  the u n d e r t a k i n g  e x c e e d  t h e  entire a m o u n t  of the 

s e c u r e d  creditor's claim. A n y  s u c h  e x c e s s  m u s t  b e  held in trust b y  the 

s e c u r e d  creditor for the benefit of the other p e r s o n  w h o  m a d e  the claim.

Section 71. A S  21.78.200(a). " U n i f o r m  insurers liquidation act."

P a g e  63. lines 2-5.

This is a n  editorial c h a n g e  to a m e n d  internal cross references. N o  substantive 

change.
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Section 72. AS 21.78.250. Fraudulent Transfers Before Petition
Page 63. line 6 to page 64. line 26,

C urrently A S  2 1 . 7 8 . 2 5 0  gives a  b r o a d  outline as to h o w  transfers of property 

m a d e  b y  or o n  b e h a l f  of a n  i n s u r e r  before a n  o r d e r  of rehabilitation or 

liquidation are treated w h e n  the transfer w a s  a c c o m p l i s h e d  w i t h  the intent to 

g a i n  a  p r e f e r e n c e  or a  greater p e r c e n t a g e  of the insurer's assets in a  

d e l i n q u e n c y  proceeding. In essence, the receiver m a y  avoid or reverse these 

transactions u n l e s s  the insurer received fair value for the asset transferred. 

T h i s  b r o a d  outline is repealed a n d  replaced w i t h  a  m o r e  detailed description 

of the a c c e p t a b l e  transituS a n d  u n a c c e p t a b l e  transactions w h i c h  m a y  b e  

voided. T h e  essential intent of current A S  2 1 . 7 8 . 2 5 0  is retained.

T h e  r e enacted A S  2 1 . 7 8 . 2 5 0  pertains to transfers occurring prior to a  petition 

for rehabilitation or liquidation. T h i s  n e w  section specifically recognizes 

transactions involving r einsurance contracts.

Section 73. A S  21.78.251. F r a u d u l e n t  Transfer After Petition.

P a ge 64. line 2 7  to p a g e  66. line 11.

N e w  section A S  2 1 . 7 8 . 2 5 1  pertains to transfers a n d  transactions occu r r i n g  

after a  d e l i n q u e n c y  p r o c e e d i n g  h a s  b e e n  u n d e r t a k e n  b u t  before a n  order of 

rehabilitation or liquidation h a s  b e e n  e n tered or before the receiver takes 

p osse s s i o n  of the insurer's property.

Section 73. A S  21.78.252. V o i d a b l e  Preferences a n d  Liens.

P a g e  66. line 12 to p a g e  71. line 16.

N e w  section A S  2 1 . 7 8 . 2 5 2  provides the detailed guidelines for t h e  voiding or 

reversing i m p r o p e r  transfers of property. T h i s  section m a i n t a i n s  the personal 

liability of a n y  p e r s o n ,  ( i n c l u d i n g  i n s u r e r  e m p l o y e e s ,  officers, or 

shareholders), acting o n  behalf of a n  insurer that k n o w i n g l y  participates in 

giving of a  preference w h o  k n o w s  or h a s  a  r e a s o n a b l e  c a u s e  to believe that a n  

insurer is or is a b o u t  to b e c o m e  insolvent..

Section 73. A S  21.78.253. C l a i m s  of H o lders of V o i d  or Voidable Rights 

P a g e  71. line 17 to p a g e  72. line 5.

N e w  section A S  2 1 . 7 8 . 2 5 3  outlines h o w  c l a i m s  of p e r s o n  w h o  received a 

preference are to b e  treated. In general s u c h  claims are to b e  disallowed a n d  

n o t  allowed to participate in a n y  distribution of the insolvent insurers estate. 

H o w e v e r ,  a  cla i m  b y  s u c h  a  creditor will b e  allowed as a n  " e x c u s e d  late claim" 

only if the transfer w h i c h  provided for the preference is reversed.
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Section 74. A S  21.78.260. Priority of Distribution 

P a g e  72. line 6  to p a g e  74. line 10,

T h e  c u r r e n t  l a w  g o v e r n i n g  liquidations d o e s  n o t  p r o v i d e  for a  statutory 

priority for distribution of a n  insolvent insurer's estate. B y  interpretation, the 

administrative e x p e n s e s  to liquidate a n  i n surer receive priority treatment. 

Currently, A S  2 1 . 7 8 . 2 6 0  provides a  priority for w a g e s  o w e d  e m p l o y e e s  u p  to 

$ 5 0 0 .  T h e  n e w  version of A S  2 1 . 7 8 . 2 6 0  provides for a  specific priority for the 

distribution of a n  insolvent insurer's estate. Additionally, a  m e t h o d o l o g y  is 

defined that calls for all claims in e a c h  class to b e  p a i d  or sufficient f u n d s  set 

aside before a n y  claims in the n e x t  lower priority class are paid. T h e  order of 

distribution is as follows:

1. C l a s s  1. T h e  e x p e n s e s  a n d  costs administration for the rehabilitation or 

liquidation;

2. C l a s s  2. W a g e s  for e m p l o y e e s  for u p  to t w o  m o n t h s  p a y  b u t  principal 

officers a n d  directors are n o t  allowed to benefit b y  this priority;

3. Cla s s  3. All claims for losses incurred u n d e r  i n s u r a n c e  policies including 

third party liability claims a n d  claims of a n y  g u a r a n t e e  association;

4. C l a s s  4. C l a i m s  for u n e a r n e d  p r e m i u m s  u n d e r  n o n a c c e s s i b l e  i n s u r a n c e  

policies, o t h e r  p r e m i u m s  refunds, a n d  c l a i m s  of g e n e r a l  creditors 

including claims m a d e  b y  cedi n g  or assessing reinsurers u n d e r  contracts 

of reinsurance;

5. C l a s s  5. C l a i m s  of federal, state, or local g o v e r n m e n t  other t h a n  claims 

m a d e  u n d e r  Class 3;

6 . C l a s s  6. C l a i m s  filed late or a n y  other clai m s  other t h a n  t h o s e  claims 

u n d e r  Class 7  or Class 8;

7. C l a s s  7. S u r p l u s  notes, contribution notes, or similar obligations, a n d  

p r e m i u m  refunds u n d e r  assessable insu r a n c e  policies; a n d

8 . C l a s s  8. C l a i m s  of s h a r e h o l d e r s  or other o w n e r s  in their capacity as 

s h a r e h o l d e r s  or owners.

Section 75. A S  2 1 . 7 8 .270. Setoffs a n d  C o u n t e r c l a i m s  

P a ge 74. lines i 1-29.

T h i s  section clarifies the r e q u i r e m e n t  that m u t u a l  d e b t s  or credits b e t w e e n  

the i m p a i r e d  or insolvent insurer a n d  a n y  other p e r s o n  b e  netted o u t  with a 

resultant single a m o u n t  either paid to the insurer or paid b y  it.
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Section 76, A S  21,78,271. R e c o v e r y  of P r e m i u m s  O w e d  

P a ge .75,. lin es 1.-.2Q,

T h i s  n e w  section requires that a n y  person, including licensed a g e n t s  a n d  

brokers, responsible for the p a y m e n t  of p r e m i u m  to a n  insurer p a y  to the 

receiver t h e  a m o u n t  of p r e m i u m  d u e  for the entire t e r m  of the policy at the 

t i m e  cf t h e  d e c l a r a t i o n  of insolvency. T h e  a m o u n t s  are to i n c l u d e  

c o m m i s s i o n s .  T h e  director m a y  i m p o s e  a  m o n e t a r y  penalty of u p  to $ 1 , 0 0 0  

for e a c h  violation of this section a n d  m a y  also s u s p e n d  or revoke the agent's or 

broker's license.

Section 76. A S  21.78.272. Reins u r e r s  Liability

P a g e 75, line? 2 1 -2 &

T h i s  n e w  s u b s e c t i o n  pertains to a  reinsurer's obligations to the estate of a n  

insolvent or i m p a i r e d  insurer. P a y m e n t s  u n d e r  a  contract of r e i n s u r a n c e  d u e  

a n  insurer in d e l i n q u e n c y  m a y  n o t  b e  r e d u c e d  a s  a  result of the rehabilitation 

or liquidation p r o c e e d i n g .  U n l e s s  the r e i n s u r a n c e  c o n t r a c t  specifically 

provides for p a y m e n t  to a  p e r s o n  other t h a n  the i m p a i r e d  or insolvent insurer, 

a  p a y m e n t  to a  p e r s o n  other t h a n  the i m p a i r e d  or insolvent insurer d o e s  not 

r e d u c e  the reinsurer's obligation to that insurer.

Section 77. A S  2  ’ „ . ^yccial Claims.

P a g e  75. ■ .0  p a g e  76. line 25.

C u r r e n t l y  A S  j. 2 8 0  contains provisions pertaining to b o t h  contingent a n d

unliquidated ns, a n d  third party liability claims. T h i s  o n e  section h a s  n o w  

b e e n  divided to t w o  s e p a r a t e  sections w i t h  A S  2 1 . 7 8 . 2 8 0  pertaining to 

c ontingent ar inliquidated claims a n d  A S  2 1 . 7 8 . 2 8 1  pertaining to third party 

claims.

A S  2 1 . 7 8 . 2 8 0  p r o v i d e s  that a  c o n t i n g e n t  a n d  u n l i q u i d a t e d  c l a i m  will b e  

allowed to participate in a  distribution of a n  insolvent insurer's estate on l y  if, 

either the c l a i m  b e c o m e s  absolute before the last d a y  allowed for the filing of 

claims or a  s u r p l u s  of f u n d s  r e m a i n s  after all other claims are paid.

Section 78. A S  21.78.281. Special Provisions for Third-Partv Claims.

P a g e  76. line 2 6  to p a g e  78. line 14.

N e w  section A S  2 1 . 7 8 . 2 8 1  p r o v i d e s  t h e  special guidelines for third p a r t y  

claims. It provides for either the third party or the i n s u r e d  of the insurer in 

liquidation to file a  cla i m  against the insolvent insurer's estate. T h e  receiver is 

required to m a k e  r e c o m m e n d a t i o n s  to the court in regard to the a l l o w a n c e  of 

a  third p a r t y  c l a i m  b a s e d  o n  the receiver's consideration of the p r o b a b l e  

o u t c o m e  of the p e n d i n g  action against the insured. If several third par t y  

c l a i m s  against o n e  i n s u r e d  are m a d e  w h i c h  e x c e e d s  the policy limits, e a c h
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cla i m  w H  b e  proportionately r e d u c e d  so that the total p a i d  d o e s  not e x c e e d  

the policy limits. N o  separate third party c l a i m  is a l lowed if c o v e r e d  b y  a n y  

g u a r a n t e e  association.

Section 79. A S  21.78,290. Notice to Creditors a n d  O t h e r s  

Page 7-SJine_i5 ,tQ.page..79 .JJik l IA i

T h i s  section h a s  b e e n  repealed a n d  r e e n a c t e d  to provide for a  m o r e  detailed 

outline of h o w  t h e  receiver is to provide notice to potential c l a i m a n t s  a n d  

other p e r s o n s  affected b y  the liquidation of a n  insolvent insurer. Notice is 

required to b e  m a d e  b y  several different m e d i a .

T h e  notice m u s t  b e  given b y  the receiver as s o o n  a s  is possible after the entry 

of the order of liquidation a n d  m u s t  specify the a m o u n t  of t i m e  allowed for the 

filing of claims. T h e  t i m e  allowed for the filing of claims m u s t  b e  at least six 

m o n t h s  after the date of the liquidation order is entered.

Section 80. A S  21.78.291. Duties of A g e n t s  

P a g e  79. line 15 to p a g e  80. line 1 5 .

T h i s  n e w  section requires that e a c h  appointed, licensed a g e n t  of a n  insurer in 

liquidation p r o v i d e  w r itten notice to e a c h  p o l i c y h o l d e r  i s s u e d  c o v e r a g e  

t h r o u g h  the a g e n t  of the liquidation order. T h i s  notice m u s t  b e  a c c o m p l i s h e d  

within 1 5  d a y s  f r o m  the date the a g e n t  receives notice u n d e r  A S  2 1.78.290. 

T h e  w r itten notice m u s t  i n c l u d e  t h e  n a m e  a n d  a d d r e s s  of t h e  agent, 

identification of t h e  policy affected, a n d  t h e  n a t u r e  of h o w  the policy is 

affected s u c h  as termination u n d e r  A S  21.78.100. T h e  receiver m a y  w a i v e  the 

notice required b y  this section if other appropriate notice h a s  b e e n  given to 

policyholders.

Section 8  .. * S  21.78.292. Filing of C l a i m s  

P a g e  >J j . line 1 6  to p a g e  81. line 20.

T h i s  n e w  section requires that pro o f  of a  c l a i m  m u s t  b e  filed in the f o r m  

required b y  A S  21.78.170. T h i s  section also provides for the guidelines u n d e r  

w h i c h  late filed clai m s  m a y  participate in the distribution of the estate of the 

insolvent insurer.

Section 80. A S  21.78.293. Receiver's R e c o m m e n d a t i o n  to the C o u r t  

P a g e  81. line 2 1  to p a g e  81. line 10.

T h i s  n e w  section requires the receiver to report to the c o urt the n a t u r e  of 

e a c h  c l a i m  m a d e  to include the n a m e  a n d  a d d r e s s  of the c l a i m a n t  a n d  a m o u n t  

of c l a i m  r e c o m m e n d e d .  T h e  court m a y  a pprove, disapprove, or m o d i f y  the 

report o n  the clai m s  m a d e .  H o w e v e r ,  if the c o urt takes n o  action o n  a  report
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within 6 0  d a y s  of the date of reporting, the c l a i m s  will b e  considered to be 

allowed in the a m o u n t  reported. In n o  event, will a  cla i m  u n d e r  a  policy of 

i n s u r a n c e  b e  a l l o w e d  in a n  a m o u n t  in exce s s  of the applicable policy limits. 

T h i s  report or reports a s  a c c e p t e d  b y  the court provide for the detail of the 

c l a i m s  w h i c h  will participate in the orderly distribution of the assets of a n  

insolvent insurer.

Section 80. A S  2 1 . 7 8 . 2 9 4, Distribution of Asse t s  

Page 82, lines.-UL.i-a,

T h i s  n e w  section requires the receiver to a c c o m p l i s h  the final distribution of 

f u n d s  to c l a i m a n t s  u n d e r  the court's supervision. T h e  distribution pl a n  m u s t  

recognize the statutory priorities a n d  p r ovide for a  r e a s o n a b l e  b a l a n c e  of 

e x p e d i e n c y  w i t h  the protection of u n l i q u i d a t e d  a n d  u n d e t e r m i n e d  c l aims 

including third party claims.

Section 80. A S  21.78.295. U n c l a i m e d  a n d  W i t h h e l d  M o n e y  

P a g e  82. line 19 to p a g e  83. line 11.

T h i s  n e w  section provides that a n y  u n c l a i m e d  f u n d s  subject to distribution 

u n d e r  a  liquidation p r o c e e d i n g  r e m a i n i n g  w h e n  the court is going to e n d  the 

receivership will i n u r e  to the state w i t h o u t  g o i n g  t h r o u g h  a n y  further 

p r o c e e d i n g s .

Section 80. A S  2 1.78.296. T e r m i n a t i o n  of P r o c e edings 

P a g e  83. lines 12-20.

T h i s  n e w  section provides for the receiver to a p p l y  to the court for discharge 

f r o m  the rehabilitation or liquidation p r o c e e d i n g s  w h e n  all duties h a v e  b e e n  

pe r f o r m e d .  T h e  court m a y  g r a n t  the d ischarge a n d  issue a n y  other orders it 

d e e m s  appropriate. It is anticipated that s u c h  orders w o u l d  include a n  order 

dissolving the corporate existence of a n  insolvent a n d  liquidated insurer.

T h i s  section allows a n y  other p e r s o n  to a p p l y  to the court at a n y  t i m e  for a n  

ord e r  d i s c h a r g i n g  a  d e l i n q u e n c y  proceeding. H o w e v e r ,  if the application is 

denied, t h e  applicant is required to p a y  the costs inc u r r e d  b y  the receiver in 

resisting the application.

Section 80. A S  2 1.78.297. R e o p e n i n g  Liquidation 

P a ge 83. lines 21-27.

F o r  g o o d  c a u s e  including the discovery of additional assets, the director or a n y  

other p e r s o n  m a y  petition the court to r e o p e n  a  previously closed liquidation. 

If sufficiently justified, the court m u s t  r e o p e n  the liquidation.
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S e c t i o n  80, A S  ,21.78,298. D i s p o sition of R e c o r d s  D u r i n g  a n d  After

Termination of Liquidation,
Page 83.-Hne.-29 to..E>age..84, line 4l

T h i s  n e w  section allows the director to r e c o m m e n d  to the court a n d  the court 

to order w h i c h  records of a  liquidated insurer s h o u l d  b e  retained a n d  w h i c h  

s h o u l d  b e  destroyed.

OTHER. (Sections 81-89)

Section _gi,_ A S ,21,90.900. Definitions for Title 

P a g e  84. lines 5 - 2 4 ,

T h i s  section is a m e n d e d  to provide definitions for the t e r m s  "impaired", 

" i m p a i r m e n t " ,  "insolvent", "insolvency", a n d  "policyholder surplus". T h e s e  

t e r m s  are u s e d  in several chapters of Title 21.

Section 82. R e p e a l e r

P a g e  84. lines 25-26.

Sections repealed are:

A S  21.09.080(b). T h i s  repeal requires d o m e s t i c  i n s u r e r s  to m a i n t a i n  the 

currently required capital a n d  surplus a m o u n t s .

A S  21.09.080(c). T h i s  repeal requires d o m e s t i c  i n s u r e r s  to m a i n t a i n  the 

currently required capital a n d  surplus a m o u n t s .

A S  21.21.020(b). T h i s  repeal deletes the g r a n d f a t h e r i n g  n e c e s s a r y  for the 

1 9 6 6  m a j o r  redrafting of this c h a p t e r  b u t  w h i c h  n o w ,  after 2 2  years, is n o t  

required.

A S  21.21.270(d). M o v e d  to definition section A S  21.21.600(6).

A S  21.78.330(1). Definition of "ancillary state" r e m o v e d .

Section 83. C h a n g e  of Civil R u l e  62(a) 

P a ge 84. line 2 7  to p a g e  85. line 1.

Section 84. C h a n g e  of Civil R u l e  65(c) 

P a g e  85. lines 2-6.

Section 85. C h a n g e  of Civil R u l e  4 1  

P a g e  85. lines 7-11.
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Section 86, C h a n g e  of Civil R u l e  19 

P a g e  85. lines 12-14.

Section 87. Effective date for Section 18 (should read 20)

P a ge 85. lines 15-17.

T h t s  section d e l a y s  t h e  effective a pplication of t h e  c h a n g e s  affecting 

r e i n s u r a n c e  credit allowed a  d o m e s t i c  c e d i n g  insurer.

Section 88. Effective date for c .Ttain applications of Section 4 3  

P a g e  85. lines 18-24.

T h i s  section deals w i t h  the application of Section 4 3  dealing w i t h  the "pooled 

inve s t m e n t s "  list.

Section 89. Effective date of A c t  

P a g e  85. line 25.

T h e  A c t  takes effect immediately.

- 3 4 -
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B Y  T H E  L A B O R  A N D
I N  T H E  S E N A T E  C O M M E R C E  C O M M I T T E E

C S  F O R  S E N A T E  B I L L  NO. 2 2 0  (L& C )

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  

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  a u t h o r i z i n g  c e r t a i n  t r a n s m i s s i o n  l i n e s  a n d

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

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

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

*  S e c t i o n  1. I n  a c c o r d a n c e  w i t h  A S  44 . 8 3 . 1 8 5 ( c ) , t h e  A n c h o r a g e  t o  X e n a i  

P e n i n s u l a  2 3 0  k i l o v o l t  t r a n s m i s s i o n  l i n e  is a u t h o r i z e d  a t  a c o n s t r u c t i o n  

c o s t  o f  $ 8 2 , 0 0 0 , 0 0 0  i n  1 9 8 7  d o l l a r s .

* S e c .  2. I n  a c c o r d a n c e  w i t h  A S  4 4 . 8 3 . 1 8 5 ( c) , t h e  u p g r a d e  o f  t h e  t r a n s ­

m i s s i o n  i n t e r t i e s  f r o m  W a s i l l a  t o  W i l l o w  a n d  f r o m  H e a l y  t o  F a i r b a n k s  to 345 

k i l o v o l t  t r a n s m i s s i o n  l i n e s  is a u t h o r i z e d  a t  a c o n s t r u c t i o n  c o s t  of 

$ 1 1 8 , 0 0 0 , 0 0 0  i n  1 9 8 7  d o l l a r s .

* Se c .  3. 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 ) .

Original sponsor: Kerttula, Szymanski,

Kelly, and Fischer
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7

O r i g i n a l  s p o n s o r ( s ) :  SE N .  K E R T T U L A ,  S z y m a n s k i ,  K e l l y ,  F i s c h e r

1 I N  T H E  S E N A T E  BY T H E  L A B O R  & C O M M E R C E  C O M M I T T E E

2 C S  F O R  S E N A T E  B I L L  NO. 220 ( L & C )

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 S I X 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  a u t h o r i z i n g  a t r a n s m i s s i o n  l i n e  b e t w e e n

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

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

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

10 * S e c t i o n  1. A U T H O R I Z A T I O N .  I n  a c c o r d a n c e  w i t h  A S  AA . 83 . 185 (c) , t h e

A l a s k a  E n e r g y  A u t h o r i t y  is a u t h o r i z e d  to d e s i g n  a n d  c o n s t r u c t  a 138 k i l o ­

v o l t  e l e c t r i c  t r a n s m i s s i o n  l i n e  b e t w e e n  A n c h o r a g e  a n d  t h e  K e n a i  P e n i n s u l a  

at a c o s t  o f  $ 8 9 , 0 0 0 , 0 0 0  i n  19 9 0  d o l l a r s  if t h e  a u t h o r i t y  m e e t s  t h e  c o n ­

d i t i o n s  s e t  o u t  i n  s e c .  2 o f  t h i s  A c t .

* S e c .  2. C O N D I T I O N S .  T h e  a u t h o r i z a t i o n  c o n t a i n e d  i n  se c .  1 o f  t h i s

A c t  is c o n t i n g e n t  u p o n  t h e  A l a s k a  E n e r g y  A u t h o r i t y  a n d  p a r t i c i p a t i n g  e l e c ­

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

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

c o s t s  f o r  t h e  t r a n s m i s s i o n  l i n e  b e t w e e n  A n c h o r a g e  a n d  t h e  K e n a i  P e n i n s u l a  

e x c e e d  $ 7 A , 6 6 A , A 3 0 .  T h e  a u t h o r i z a t i o n  is a l s o  c o n t i n g e n t  u p o n  t h e  u t i l ­

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

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

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

* S e c .  3. 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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B Y  T H E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E

I N  T H E  S E N A T E

S E N A T E  B I L L  NO.

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  

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  a u t h o r i z i n g  a t r a n s m i s s i o n  l i n e  b e t w e e n  H e a l y

a n d  F a i r b a n k s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "  

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

* S e c t i o n  1. A U T H O R I Z A T I O N .  In a c c o r d a n c e  w i t h  A S  4 4 . 8 3 .  1 8 5 ( c ) ,  t h e  

A l a s k a  E n e r g y  A u t h o r i t y  is a u t h o r i z e d  to d e s i g n  a n d  c o n s t r u c t  a 138 k i l o ­

v o l t  e l e c t r i c  t r a n s m i s s i o n  l i n e  b e t w e e n  H e a l y  a n d  F a i r b a n k s  a t  a c o s t  o f  

$ 6 0 , 0 0 0 , 0 0 0  i n  1990 d o l l a r s  i f  t h e  a u t h o r i t y  m e e t s  t h e  c o n d i t i o n s  s e t  o u t  

i n  sec. 2 o f  this A c t .

* Se c .  2. C O N D I T I O N S .  T h e  a u t h o r i z a t i o n  c o n t a i n e d  i n  sec. 1 o f  t h i s  

A c t  ii, c o n t i n g e n t  u p o n  t h e  A l a s k a  E n e r g y  A u t h o r i t y  a n d  p a r t i c i p a t i n g  e l e c ­

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

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

c o s t s  f o r  t h e  t r a n s m i s s i o n  l i n e  b e t w e e n  H e a l y  a n d  F a i r b a n k s  e x c e e d  

$ 5 0 , 3 3 5 , 5 7 0 .  T h e  a u t h o r i z a t i o n  is a l s o  c o n t i n g e n t  u p o n  t h e  u t i l i t i e s  a n d  

t h e  a u t h o r i t y  e n t e r i n g  i n t o  a w r i t t e n  a g r e e m e n t  in w h i c h  t h e  p a r t i c i p a t i n g  

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

m i s s i o n  l'ines.

* S e c .  3. 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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C H U G A C H  E L E C T R I C
ASSOCIATION, INC.

A p r i l  2 6 ,  199 0

S e n a t o r  R i c h a r d  I .  E l i a s o n  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V (MS 3 1 0 0 )  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  E l i a s o n

A t t a c h e d  a r e  t w o  l e t t e r s  o f  r e b u t t a l  w h i c h  t h e  A n c h o r a g e  D a i l y  
N e w s  r e f u s e d  t o  p r i n t  i n  r e s p o n s e  t o  R e p r e s e n t a t i v e  Sam  C o t t e n ' s  
C o m p a s s  A r t i c l e  ( c o p y  a t t a c h e d )  o f  A p r i l  1 3 ,  1 9 9 0 ,  c o n c e r n i n g  t h e  
R a i l b e l t  I n t e r t i e s .

I  \ \ s  t o l d  b y  t h e  D a i l y  N e w s  M a n a g i n g  E d i t o r  D a v e  C a r e y  t h a t  
t h e ^ e  r e s p o n s e s  c o u l d  o n l y  b e  p r i n t e d  a s  a  l e t t e r  t o  t h e  e d i t o r  
i f  t h e i r  l e n g t h  w a s  s h o r t e n e d  t o  2 5 0  w o r d s  o r  l e s s  a n d  t h a t  t h e y  
w o u l d  n o t  b e  u s e d  a s  a  C o m p a s s  A r t i c l e .

A s  I  t o l d  M r .  C a r e y ,  l i m i t i n g  r e s p o n s e s  t o  a n  a r t i c l e  t h a t  w a s  
n e a r l y  1 , 0 0 0  w o r d s  i n  l e n g t h  w i t h  a  r e s p o n s e  o n e - f o u r t h  t h a t  s i z e  
i s  u n f a i r .

T h e  A n c h o r a g e  D a i l y  N e w s  o b v i o u s l y  o p p o s e s  t h e  i n t e r t i e s .  W h i l e  
t h e y  h a v e  p r i n t e d  a  n u m b e r  o f  e d i t o r i a l s  a n d  n e w s  s t o r i e s  w h i c h  
h a v e  o p p o s e d  t h e  p r o j e c t s ,  t h e y  r e f u s e  t o  l e t  i n t e r t i e  s u p p o r t e r s  
a i r  t h e i r  v i e w s  w i t h  e q u a l  r e p r e s e n t a t i o n  i n  t h e i r  p a p e r .

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

S i n c e r e l y ,

C H U £ A C I T ) 2 L E C T R I C  A S S O C I A T I O N ,  I N C .

D a n i e l  E .  B l o o m e r  
E x e c u t i v e  S t a f f  A s s i s t a n t

D E B / s b  
D E B : 82

A t t a c h m e n t s
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Response to Compass Article of 4/13/90

I read with interest Representative Sam Cotten's Compass Article
concerning the Railbelt Intertie proposals. Representative
Cotten expressed his opinion rather eloquently, however, a couple
of the statements which were presented require rebuttal.

1. "The Railbelt Energy Fund was created by the Legislature in 
1986". This is true, however, Representative Cotten fails 
to mention that the fund was earmarked specifically for 
energy projects in the railbelt. The reasoning behind the 
funds "legislative intent" is simple - the people who live 
in the bush were given Power Cost Equalization and certain 
other non-railbelt communities received hydroelectric 
generating plants, all in an effort to help keep energy 
costs down. The Railbelt Energy Fund, as it was earmarked, 
was the railbelt's "piece of the pie".

2. "A new study (prepared by the utilities) that intertie
proponents claim show positive benefits for the construction 
of "downsized" projects". First of all the "new study" was 
not prepared by the utilities, the Railbelt Electric 
Utilities hired the firm Decision Focus (the same firm which 
the Alaska Energy Authority (AEA) had used for their 
analysis in 1987), to perform an economic feasibility study 
of building the intertie transmission lines at the downsized 
138kV capacity. There were two major reasons for hiring 
Decision Focus - 1) The same basic data from the AEA study 
was used for the downsized capacity study which maintained 
the integrity of the study and minimized the cost. 2) The 
utilities recognized that a thorough study was required to 
secure funding from the legislature.

3. "Still, there is plenty of generation capacity available to
take up the slack should Beluga go down... That power can 
be accessed without constructing new interties". Although, 
it is true that Alaska currently has more than adequate 
generation capacity, the contention that this power can be 
readily accessed without the new interties is false. In 
1991 when the Bradley Lake Hydroelectric Plant comes on line 
there will be a total of 228 megawatts (million-watts) of 
generation capacity on the Kenai Peninsula. The existing 
transmission line between Anchorage and the Peninsula has
the capability of delivering only 61 megawatts into 
Anchorage. The Homer Electric load on the Kenai Peninsula 
has never exceeded 82 megawatts. The math is simple: 228 - 
(61+ 8 2 ) = 8 5  megawatts of available generation which can 
never be transferred to the Anchorage area or north to 
Fairbanks in case of an emergency. The existing 
transmission line from Anchorage to Fairbanks has virtually 
the same transfer capability (62 megawatts) as the Southern 
line. The Northern line is used primarily for economy 
energy sales from Chugach to Golden Valley Electric in 
Fairbanks. During much of the winter months this line is



loaded to capacity. The result is lower cost electric 
service for the ratepayers in Fairbanks. The earnings to 
Chugach from these sales flow through to the Chugach 
ratepayers (including Homer Electric and Matanuska Electric 
Association members) to reduce the cost of service for the 
majority of the electric consumers in the railbelt.

The additional transmission line from Healy to Fairbanks 
would nearly double the transfer capability between 
Anchorage and Fairbanks and would allow even greater 
transfers of low cost energy. This would increase the 
savings. Additionally, the amount of energy which could be 
shipped to the Anchorage area from Fairbanks in an emergency 
would double. It's true there's plenty of generation in 
Alaska for the present, but the utilities need the interties 
so that they can utilize the lowest cost source of energy 
available today and also have the ability to move large 
blocks of power to areas in need during emergencies.

4. "Providing $150 million from the Railbelt energy Fund for 
their construction would not be a responsible action on the 
part of the legislature". The most recent cost estimates 
for construction of the two interties (prepared by the 
Alaska Energy Authority) shows a cost of $149 million. The 
railbelt electric utilities were told early on that they 
prcbably would not have any chance of receiving full project 
funding from the legislature. The utilities signed 
agreements with the Alaska Energy Authority agreeing to pay 
all constructions costs over $125 million (not $150 million) 
and also to be responsible for operation and maintenance 
costs over the 50 year life of the projects. These 
agreements were widely distributed to the legislature.

The Railbelt Electric Utilities should be proud of these 
efforts to secure state funding for the interties, 
regardless of the ultimate outcome in Juneau of the energy 
fund. After all, providing reliable energy at the lowest 
cost to the member/consumers is their mission and the 
appropriate use of the Railbelt Energy Fund for the 
interties will help to meet that goal.

Dan Bloomer
Employee of Chugach Electric Association, Inc.
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A p r i l  18, 1 9 9 0

E d i t o r
A n c h o r a g e  D a i l y  N e w s  
P.O. B o x  1 4 9 0 0 1  
A n c h o r a g e ,  A K  9 9 5 1 4 - 9 0 0 1

Re: " C o m p a s s "  A r t i c l e  o f  F r i d a y ,  A p r i l  13

D e a r  E d i t o r :

I h a v e  j u s t  p e r u s e d  R e p r e s e n t a t i v e  S a m  C o t t e n ' s  " C o m p a s s "  a r t i c l e  
o f  F r i d a y ,  A p r i l  13, 1990, a n d  f e e l  c o m p e l l e d  t o  c l e a r  u p  s e v e r a l  
p o i n t s  a b o u t  w h i c h  Mr. C o t t e n  r e p o r t e d  i n a c c u r a t e  i n f o r m a t i o n .  If, 
a s  M r .  Cot*:en s a y s ,  l o o k i n g  o u t  f o r  t h e  e l e c t r i c a l  c o n s u m e r s  o n  t h e  
R a i l b e l t  is " s t u b b o r n  d a n d e l i o n s " ,  t h e n  s o  w e  a r e .  I c a n ' t  h e l p  

b u t  w o n d e r  w h a t  a r e  t h e  o b j e c t i v e s  o f  o u r  e l e c t e d  r e p r e s e n t a t i v e s  
o f  t h e  R a i l b e l t  a n d  w h y  t h e y  w o u l d  d i f f e r  f r o m  o u r s ?  C e r t a i n l y  it 
c a n ' t  b e  t o  l e t  t h e  m o n e y ,  w h i c h  h a s  b e e n  e a r m a r k e d  f o r  R a i l b e l t  
e n e r g y  p r o j e c t s ,  g o  t o  t h e  B u s h .  O n e  c a n n o t  d e n y  t h a t  t h e r e  is a 
p u b l i c  i n t e r e s t  a t  s t a k e  h e r e ,  p a r t i c u l a r l y  w h e n  w e  s e e  m o r e  t h a n  
5 , 0 0 0  r e s p o n s e s  t o  t h e  C h u g a c h  m a i l - o u t  r e g a r d i n g  t h e  i n t e r t i e s .

Re p .  C o t t e n  s a y s  t h a t  in t h e  r e c e n t  p a s t ,  e a c h  s e s s i o n  t h e  
L e g i s l a t u r e  h a s  p r o v i d e d  a r e s o u n d i n g  " N O "  t o  u s e  o f  t h e  R a i l b e l t  
E n e r g y  F u n d  f o r  e l e c t r i c a l  i n t e r t i e s .  T h i s  s t a t e m e n t  i s  p u r e  

h o g w a s h .  I n  t h e  p a s t ,  t h e  L e g i s l a t u r e  h a s  n o t  b e e n  a b l e  t o  g e t  i t s  
a c t  t o g e t h e r  t o  d e c i d e  h o w  t o  a p p o r t i o n  t h e  f u n d .  N o  o n e  h a s  e v e r  
p r o v i d e d  a r e s o u n d i n g  " N O . "

R e p .  C o t t e n  a l s o  f a i l e d  t c  f u l l y  e x p l a i n  t h e  r a t i o n a l e  b e h i n d  t h e  

c r e a t i o n  o f  t h e  R a i l b e l t  E n e r g y  F u n d .  I n  1 9 8 6 ,  t h e  R a i l b e l t  s h a r e  
o f  w h a t  r e m a i n e d  o f  t h e  S u s i t n a  H y d r o e l e c t r i c  p r o j e c t  w a s  p l a c e d  in 
t h e  R a i l b e l t  E n e r g y  F u n d  t o  e n s u r e  m e e t i n g  f u t u r e  R a i l b e l t  e n e r g y  
n e e d s .  T h a t  w a s  t h e  o r i g i n a l  g u i d a n c e ,  t h a t  r e m a i n s  t h e  g u i d a n c e  
t o d a y ,  a n d  t h a t  is t h e  r a t i o n a l e  t h e  L e g i s l a t u r e  s h o u l d  u s e  in 
a p p r o p r i a t i n g  t h e  m o n e y ,  f o r  t h e  g o o d  o f  t h e  R a i l b e l t  c o n s u m e r .

R e p .  C o t t e n  h a s  s e l e c t i v e l y  c h o s e n  s t u d i e s  t o  s u p p o r t  h i s  p  -’n t  
t h a t  t h e  i n t e r t i e s  a r e  n o t  a w i s e  e x p e n d i t u r e  o f  m o n e y .  T h e  
o r i g i n a l  A l a s k a  E n e r g y  (Power) A u t h o r i t y  (AEA) i n t e r t i e  s t u d y ,  

w h i c h  c o m m e n c e d  i n  1 9 8 7  a n d  w a s  c o m p l e t e d  in 1 9 8 8 ,  s h o w e d  t h a t  
b u i l d i n g  o f  t h e  h i g h - c a p a c i t y  (230kV) l i n e  w a s  n o t  c o s t - e f f e c t i v e

.lanutaciurinq Jeweler Goldsniilh Cusiom Jewelry Jewelry Repair Appraisals Gtaduaie Gemologisi
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u n d e r  t h e  o r i g i n a l  s e t  o f  c i r c u m s t a n c e s .  T h e  s e c o n d  s t u d y ,  t h e  s o -  
c a l l e d  '’n e w "  i n f o r m a t i o n  m e n t i o n e d  b y  Mr. C o t t e n ,  s h o w e d  p o s i t i v e  
b e n e f i t s  f o r  a l o w e r - c a p a c i t y  ( 1 3 8 k V )  l i n e .  R e p .  C o t t e n  s t a t e s  
that; u t i l i t i e s  c a n  p u r c h a s e  p o w e r  w h o l e s a l e  f r o m  C h u g a c h  c h e a p e r  
t h a n  t h e y  c a n  g e n e r a t e  i t  t h e m s e l v e s  a n d  t h a t  i s  w h y  B e l u g a  i s  t h e  
c o r n e r s t o n e  o f  t h e  R a i l b e l t  g e n e r a t i o n  s y s t e m .  T h i s  is t r u e .  T h e n  
h e  s t a t e s  t h a t  t h i s  p o w e r  c a n  b e  a c c e s s e d  w i t h o u t  t h e  c o n s t r u c t i o n  
o f  n e w  i n t e r t i e s .  W e  d o  n o t  k n o w  h o w  t o  d o  t h i s .  I t  is a k n o w n  
t e c h n i c a l  f a c t  t h a t  t h e  c u r r e n t  i n t e r t i e  s y s t e m  i s  i n a d e q u a t e  t o  
e f f e c t i v e l y  u s e  t h e  o u t p u t  o f  t h e  $ 3 2 8  m i l l i o n  B r a d l e y  L a k e  p r o j e c t  
t h a t  w i l l  b e  o n - l i n e  b y  m i d - 1 9 9 1 .  R e p .  C o t t e n  f u r t h e r  t a k e s  
e x c e p t i o n  t o  t h e  s o - c a l l e d  i n t e r t i e  a d v o c a t e s  w h o  a r g u e  t h a t  t h e  
D e c e m b e r  11, 1 9 8 9  o u t a g e  w o u l d  h a v e  b e e n  o f  a s h o r t e r  d u r a t i o n  h a d  
t h e  i n t e r t i e s  b e e n  in p l a c e .  T h e  f a c t  o f  t h e  m a t t e r  is, w i t h  t h e  
l i m i t e d  c a p a c i t y  o n  t h e  s o u t h e r n  l i n e ,  i t  w a s  i m p o s s i b l e  t o  
c a p i t a l i z e  o n  a l l  a v a i l a b l e  g e n e r a t i o n ;  a g r e a t  d e a l  o f  w h i c h ,  w a s  

in t h e  K e n a i  P e n i n s u l a .

Re p .  C o t t e n  f u r t h e r  s t a t e s  t h a t  $ 1 5 0  m i l l i o n  i s  f a r  t o o  m u c h  m o n e y  
f o r  t h e  S t a t e  t o  p a y  s i m p l y  t o  r e d u c e  t h e  o f f - t i m e  d u r i n g  a m a j o r  
p o w e r  o u t a g e .  F i r s t ,  Mr. C o t t e n  is w r o n g  a b o u t  t h e  n u m b e r s .  T h e  
u t i l i t i e s  a g r e e d  t o  a m a x i m u m  o f  $ 1 2 5  m i l l i o n .  S e c o n d l y ,  I s h o u l d  
m a k e  it c l e a r  a t  t h i s  p o i n t  t h a t  n o  o n e  e v e r  s u g g e s t e d  t h a t  t h e  
r a t i o n a l e  f o r  t h e  i n t e r t i e s  w a s  s i m p l y  t o  r e d u c e  d o w n t i m e ,  s o  t o  
s p e a k .  W e  b e l i e v e  t h e  i n t e r t i e s  a r e  n e c e s s a r y  t o  e f f e c t i v e l y  u s e  
a v a i l a b l e  g e n e r a t i o n  c a p a c i t y  i n  t h e  R a i l b e l t ,  a n d  t h e r e b y ,  t o  
r e d u c e  r a t e  i m p a c t s  o n  t h e  c o n s u m e r .  M r .  C o t t e n  c i t e s  t w o  
i n d e p e n d e n t  r e v i e w s  o f  t h e  l a t e s t  R a i l b e l t  u t i l i t y - f u n d e d  s t u d y  

t h a t  a r e  i n  d i s a g r e e m e n t  w i t h  t h e  r e s u l t s .  H e  f a i l s  t o  e x a m i n e  t h e  
b a s i s  f o r  t h e  i n d e p e n d e n t  r e v i e w s  a n d  t a k e s  t h e m  a s  s t r a i g h t  

g o s p e l .

Mr. C o t t e n  t h e n  s a y s  t h a t  i f  t h e  i n t e r t i e s  w e r e  s u c h  a g o o d  d e a l ,  

t h e  u t i l i t i e s  s h o u l d  b e  w i l l i n g  t o  u s e  t h e i r  o w n  m o n e y  t o  b u i l d  
t h e s e  p r o j e c t s .  I t  is c l e a r  t h a t  R e p .  C o t t e n  d o e s  n o t  u n d e r s t a n d  
t h e  n a t u r e  o f  c o o p e r a t i v e  e n t e r p r i s e s ,  m o r e  s p e c i f i c a l l y  t h a t  t h e  
u t i l i t y  b u s i n e s s  is a h i g h l y - r e g u l a t e d  e n v i r o n m e n t  a n d  t h e  

c o o p e r a t i v e  u t i l i t i e s  d o n ' t  h a v e  a n y  m o n e y  o f  t h e i r  o w n .  T h e y  o n l y  
h a v e  c o n s u m e r ' s  m o n e y .  I f  i t  i s  n e c e s s a r y  f o r  t h e  u t i l i t i e s  t o  

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

m u s t  p a y  f o r  t h e  p r o j e c t .  T h a t  is, r a t e s  w i l l  g o  up.

A s  a f i n a l e ,  R e p .  C o t t e n  s t a t e s  t h a t  t h e  A E A ,  t h e  L e g i s l a t i v e  
R e s e a r c h  A g e n c y  a n d  t h e  S t a t e  u t i l i t y  c o n s u m e r  a d v o c a t e  h a v e  a l l  
t a k e n  a c l o s e  l o o k  a t  t h e  p r o p o s e d  i n t e r t i e s  a n d  f o u n d  t h a t  t h e y  
f a i l  a n  e c o n o m i c  f e a s i b i l i t y  t e s t ,  i m p l y i n g  t h a t  it w o u l d  b e  

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

f u n d  f o r  e n e r g y  p r o j e c t s  is t h e  i r r e s p o n s i b l e  a c t .  T o  n o t  f u n d  
t h e s e  i n t e r t i e s  is u n c o n s c i o n a b l e  a s  t h e  R a i l b e l t  c o n s u m e r s  w h o
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u t i l i z e  t h e  e n e r g y  w i l l  i n e v i t a b l y  h a v e  t o  p r o v i d e  t h e  c a p i t a l .  
U n t i l  t h e  i n t e r t i e s  a r e  b u i l t ,  t h e  B r a d l e y  L a k e  p r o j e c t  w i l l  b e  
g r o s s l y  u n d e r - u t i l i z e d .  I t  is c l e a r  t o  t h i s  w r i t e r  t h a t  Mr. C o t t e n  
w o u l d  d o  w e l l  t o  l e a r n  a b i t  m o r e  a b o u t  t h e  n a t u r e  of t h e  u t i l i t i e s  

i n  h i s  o w n  d i s t r i c t .

. Q i  n r i p r p l  v  _

R o b e r t  M c G r a n e ,  D i r e c t o r  
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.



The Railbelt interties have a life similar 
to that of stubborn dandelions. No matter 
how hard you work to keep them from 
coming up, every spring their rear their 
heads.

Each session since the Railbelt Energy 
Fund was created, the legislature has been 
lobbied by Southcentral electric utilities to 
appropriate money from the fund to con- ' 
struct electrical interties thnt would stretch 
from Fairbanks to the Kenai Peninsula. 
Each session the legislature has provided 
the same answer: a resounding ."No!”

The Railbelt Energy Fund was created by 
the legislature in 1986. It is an account 
within the state's general fund that contains 
$230 million. The money was originally 
earmarked for the Susitna hydroelectric 
project which has been shelved indefinitely.

In 1986, the utilities proposed construct­
ing new, 230-kilovolt electrical interties to 
upgrade the existing transmission system. 
The legislature responded by directing the 
Alaska Energy Authority (AEA) to perform 
a comprehensive feasibility study of all 
proposed energy projects and alternatives in 
the Railbelt, including new interties. An 
appropriation of $2.5 million was made to 
the A E A  to fund the study. After two years 
of exhaustive analysis, the A E A  released its 
report March 31, 1989.

B y  R E P .  S A M  C O T T E N

The conclusions were clear: The Railbelt 
interties w ill cost far more to build than 
they can provide in benefits. Based on the 
AEA 's  study, the legislature chose not to 
appropriate nny money for the interties or 
for further study of the projects last session.

Two recent developments have given 
"new life” to the interties:

1) the system-wide power outage in the 
Railbelt on Dec. 11, 1989, and;

2) a new study (prepared by the utilities) 
that intertie proponents claim show positive 
benefits for the construction of the "down­
sized” projects. Neither of these new devel­
opments have persuaded me that the inter­
ties are an appropriate use of $150 million of 
public funds.

The power outage that inconvenienced 
Railbelt consumers Dec. 11 resulted from a 
valve failure that cut off the flow of natural 
gas to Chugach Electric Association’s Beluga 
power plant. A t the time of the outage, 
approximately 50 percent of the electrical 
lead in the Railbelt was being serviced by 
Beluga. The loss of that much power from 
the system caused widespread failure and

most consumers in the Railbelt lost power.
It has been suggested that utilities in 

Southcentral rely too heavily on Beluga-gen­
erated power. However, Beluga provides 
only 28 percent of the total power supply in 
the Railbelt. The reason that utilities want 
to use Beluga power to provide electricity to 
their consumers is that it is inexpensive.

Utilities can purchase power wholesale 
from Chugach cheaper than they can gener­
ate it themselves. Thnt is why Beluga is the 
cornerstone of the Railbelt generation sys­
tem. Still, there is plenty of generation 
capacity available to take up the slack 
should Beluga go down; it just costs a little 
more to use. That power can be accessed 
without constructing new interties.

Intertie advocates argue that the outage 
would have been shorter if the interties 
were in place. This is misleading, at best. 
The truth is that Golden Valley Electric 
Association had power flowing to all its 
consumers in Fairbanks within 30 minutes, 
and was delivering power to Matanuska 
Electric Association one hour and 15 min­
utes after the Beluga plant went down.

Chugach Electric was able to get power 
from Anchorage Municipal Light and Power 
and from facilities on the Kenai Peninsula. 
A ll  Anchorage consumers had power back 
within a few hours of the failure. The 
interties would not have prevented the 
Railbelt blackout, and even if construction 
of the interties would have shortened the

length of the outage, $150 million is far too 
much money for the state to pay to simply 
reduce the "down-time.”

The utilities now argue that scaling the 
interties down to 138-kilovolt lines would 
make the projects economically attractive, 
and they paid for a study that says so. 
However, two independent reviews of the 
utility-funded study are in sharp disagree­
ment. These independent reviews found ma­
jor methodological flaws writh the utility 
study including a single mathematical error 
that inflated intertie benefits by $25 million. 
In short, even the smaller "down-sized” 
138-kilovolt projects are not economically 
justified.

The utilities say the interties must be 
built, yet they have not been willing to use “ 
their own money and have rejected the idea 
of low-interest loans from the Railbelt ener-t! 
gy fund to build the projects. • •

The Alaska Energy Authority, the Leg is- ‘ 
lative Research Agency and the State U tili­
ty Consumer Advocate have all taken a 
close look at the proposed interties and all , 
have found that these projects fail the 
economic cost-benefit test. Providing $150 
million from the Railbelt energy fund for 
their construction would not be a responsi­
ble action on the part of the legislature.

□  Rep. Sa m Cotten Is Speaker of the House of 
Representatives
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reliability of Alaska's Railbelt interconnected 

electric utility systems for the 1990-1999 period. I 
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Preface

A  subgroup of N ER C ’s 1990 Reliability Assessment Subcommittee (RAS) 
recently reviewed the overall reliability of the Railbelt interconnected electric utility systems of 
the Alaska Systems Coordinating Council (ASCC) at the request of ASCC. This assessment 
reviewed the adequacy of the existing system and the proposed generation and transmission 
plans for the Railbelt electric systems over the 1990-1999 period. Included in this review were 
the reliability impacts of two proposed transmission interconnections — a Soldotna to University 
138 kV line and a Healy to Fort Wainwright 138 kV line.

This assessment was performed over an approximate eight week period from mid 
January to mid March 1990.

In preparing this report, the RAS subgroup interviewed representatives of the 
Alaska Energy Authority, Anchorage Municipal Light &  Power, Chugach Electric Association, 
and Golden Valley Electric Association. These interviews were conducted February 12-14, 1990 
in Anchorage, Alaska.

In addition to the interviews, the assessment is based primarily on electric utility 
data and plans for 1990-1999 provided by the Railbelt interconnected systems on a basis 
consistent with the annual April 1 Coordinated Bulk Power Supply Program (IE-411) Reports 
submitted to the U.S. Department of Energy by each of N E R C ’s nine Regional Re)’'ability 
Councils and from the completion of additional annual data submittals generally requested by 
the Reliability Assessment Subcommittee from the nine Regions. Several reports of others, 
either prepared by outside consultants for the Railbelt electric systems or prepared by individual 
Railbelt electric systems, were also reviewed and provided background information.

This reliability assessment report is the culmination of these efforts and reflects 
the expertise, judgment, and interpretations of the RAS subgroup.



Reliability Assessment 
of the

Railbelt Interconnected Electric Utility Systems

Overview

The Alaska Railbelt electric utility systems began interconnected operations in 1984 
by linking together the Fairbanks area with the Anchorage Bowl. (The Anchorage Bowl had been 
previously interconnected with the Kenai Peninsula in the 1960s.) The unique geographic, economic, 
and electrical characteristics o f the electrical systems in these three areas have resulted in an 
interconnection that is far less reliable than the four major electric Interconnections o f the North 
American Electric Reliability Council (NERC). For example, the relatively small electrical size o f the 
Railbelt interconnection causes automatic shedding o f customer load to take place following most 
generation and Railbelt interconnection transmission line contingencies. Nonetheless, this Railbelt 
interconnection has improved the reliability o f electric supply to utility customers, primarily in the 
Anchorage Bowl area.

Two important reliability issues face the Alaska Railbelt interconnected systems. First 
is the need for additional transmission interconnection lines between the three major load centers 
and their generation facilities. The existing area interconnection lines are single, limited capacity 
lines prone to outage by weather and avalanche. Second, is the need to maintain a proper balance 
between economy and reliability. The cost o f reliability is exceptionally high for the Railbelt systems 
resulting in compromises to the generally accepted electric utility reliability criteria in the lower 48 
states and most o f Canada. The expectations o f the Alaska Railbelt customers toward reliable 
electric supply show signs o f increasing. As a result, the interconnected Railbelt’s seven members are 
recognizing that, along with sharing the economic benefits o f interconnection operation, they must 
also share the responsibilities o f reliability.

Assessment o f the 1990-1999 generation adequacy clearly indicated that sufficient 
generating capacity margins exist in each o f the three major load areas: the Fairbanks area, the 
Anchorage Bowl, and the Kenai Peninsula. Neither forced outages or maintenance outages are 
expected to adversely impact generating reserve adequacy. These three areas all have capacity 
margins well above the interconnection agreement requirement o f 30% generation reserves. As 
electric demand within the Railbelt systems increases, the member systems should recognize that 
these margins will likely move down toward the 30% minimum. O f concern is the fact that the 30% 
reserve criteria is not founded on technical reliability studies such as loss o f load probability analyses. 
The Alaska Railbelt systems should reassess carefully the justification o f a 30% criteria and revise 
their interconnection agreement in accordance with such a reassessment.

The existing single line transmission interconnections between the Kenai Peninsula 
and the Anchorage Bowl and between the Anchorage Bowl and the Fairbanks area constrain the 
sharing o f generation between and among load centers and pose a significantly higher than 
traditional reliability risk for system-wide blackouts due to single contingency outages.

In terms o f traditional reliability criteria, the proposed Soldotna-University 138 k V  
transmission line provides a second circuit between the Kenai peninsula and the Anchorage Bowl 
and is necessary to help improve the reliability o f electric supply to the Kenai peninsula, the 
Anchorage Bowl, and the Fairbanks area. This line will increase the electric transfer capability 
between the Kenai peninsula and the Anchorage area, improve system stability, and help to reduce 
the number o f load shedding incidents in the Anchorage and Fairbanks areas and the black out or 
loss o f electric supply to Kenai peninsula customers following certain system outages or 
contingencies. It will also help to reliably distribute the output o f the Bradli ^ake hydro generating 
facility to the appropriate utility purchasers o f the hydro capacity. Without this line, reliability in the 
Kenai peninsula will likely be reduced following the completion o f the Bradley Lake project.



The proposed Heafy-Fort Wainwright 138 k V  transmission line is needed for the 
reliability o f electric supply to the Fairbanks area. It provides a second transmission path from 
Healy to the Fairbanks area for both Healy generation capacity and capacity purchases from the 
Anchorage area (and the Kenai peninsula). This line provides both improved reliability and 
economic benefits (Bradley Lalce capacity) to the Fairbanks area. Its reliability impact, however, will 
not be as dramatic as the Soldotna-University 138 k V  line, but based on traditional planning criteria, 
the tie is required to assure an adequate source-to-load path from Healy to the Fairbanks area. In 
fact, under traditional reliability criteria, a second transmission line between the Anchorage Bowl 
and the Fairbanks area would likely be required (either via Teeland and Healy, or preferably via a 
separate transmission path such as from the Anchorage Bowl to Clennallen to Jarvis Creek).

Finally, many o f the planning and operating practices and procedures followed by the 
Railbelt systems have evolved and been developed from years o f experience. In many systems, these 
guidelines needed for reliability have not been written down or formalized. Therefore, the Railbelt 
utilities should develop, formulate in writing, and approve appropriate planning and operating 
reliability criteria for their respective systems and service areas as well as for interconnected planning 
and operations.

Peak Demand and Generation Adequacy

A  comparison of planned capacity resources, projected available resources, and 
projected winter peak demands in Figure 1 indicates that the Alaska Railbelt interconnected 
electric utility systems should have adequate capacity resources throughout the 1990-1999 
assessment period. However, the assessment of the Alaska Railbelt systems generation 
adequacy should not be made solely on an aggregate interconnection basis. This is because the 
transmission interconnections between the three major load centers: the Fairbanks area, the 
Anchorage Bowl, and the Kenai Peninsula consist of single, limited capacity transmission lines. 
As such, these interconnection lines constrain the sharing of generation between load centers. A  
proper assessment of generation adequacy requires that the Fairbanks (Golden Valley- 
Fairbanks) area, the Anchorage Bowl, and Kenai Peninsula be evaluated individually.

The distribution of installed generating capacity among the three geographical 
regions of the Railbelt electric utilities is generally proportional to the load distribution as shown 
in Table 1. About 63% of the winter pe-'ik demand of the Railbelt is located in the Anchorage 
Bowl area, 22% in the Fairbanks area, and 15% in the Kenai Peninsula. Similarly, the installed 
generating capacity is 67% in the An; horage Bowl, 20% in the Fairbanks area, and 13% on the 
Kenai Peninsula. The small mismatch is not significant as all areas have capacity margins of 
35% or more in the early years of the assessment period.

With the addition of Bradley Lake hydro plant in 1991 at the southern extremity 
of the Kenai Peninsula, along with some planned retirements and replacements of capacity, the 
distribution of installed capacity by the winter of 1999/2000 will shift slightly resulting in about 
61% in the Anchorage Bowl, 20% in the Fairbanks area, and nearly 19% on Kenai. The 
capacity margins will continue to be adequate in the three load areas and are projected to range 
from 38% to 54% at the end of the assessment period.

The makeup of the generating capacity and the relative economics of operating 
the various types of capacity in the three areas distort the apparent balance of generating 
resources and demand requirements. As shown in Figure 2, about 92% of the 1989/1990 
installed capacity is primarily gas- or oil-fired with only about 4% consisting of coal-fired steam 
turbines (with all 45 M W  of that located in the Fairbanks area) and the remainder about 4% 
hydro. About 32 M W  of the 49.2 M W  of hydro capacity is located in the Anchorage Bowl with 
the remaining hydro on the Kenai Peninsula. With the addition of Bradley Lake hydro plant 
(and other generating capacity replacements and retirements through 1999), the proportion of
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hydro will shift to nearly 13% with 125 M W  of the 157 M W  being concentrated on the Kenai 
Peninsula.

Due to relative fuel costs, the Fairbanks area relies primarily on its coal-lired 
steam generation and significant imports from the south. That is, depending on the time of the 
year, some 50% or more of its electrical energy requirements are imported over the single 170 
mile line from the Anchorage Bowl area. These imports plus the output of the 25 M W  coal- 
fired steam turbine at Healy, in turn, depend upon the single 103 mile line to Gold Hill 
substation to reach the Fairbanks area customers.

Similarly, except for a small amount of hydro and one combustion turbine 
spinning in standby at Bernice Lake, there is limited generation normally operated on the Kenai 
Peninsula, and the 89 mile transmission interconnection line from Quartz Creek to the 
Anchorage Bowl is relied on for imports approaching 60% of the load requirements of the 
Kenai area. However, after the completion of the Bradley Lake 108 M W  hydro plant, that 
import situation will change. The Kenai Peninsula will become a net exporter of capacity 
entitlements to the systems north of the peninsula via the Anchorage Bowl during most of the 
year over that same single 89 mile interconnection line.

In the Anchorage Bowl area today, the electrical generation output is generally 
equal to twice the customer requirements in the area, or more. Net exports from the Bowl 
therefore equal or exceed the Bowl area demand. Nearly one-half of the generation in the 
Anchorage Bowl is located at Beluga generating facility at the western extremity of the Bowl on 
the western shore of Cook Inlet. This is also the most economical generation. The output of 
Beluga and the 32 M W  of hydro at Eklutna (near Palmer), along with some generation in 
downtown Anchorage are relied upon heavily to support both the Anchorage Bowl load and the 
exports to the Fairbanks area and the Kenai Peninsula. This result is a mix of generation of 
some 80% or more of the total operating capacity in the Railbelt interconnection concentrated 
in the Anchorage Bowl, 10 to 15% in the Fairbanks area, and 5% or so in the Kenai Peninsula.

After the addition of Bradley Lake in 1991, it appears that the typical operating 
generation mix would shift to approximately 65 to 70% in the Anchorage Bowl, 20% in the 
Kenai Peninsula, with the Fairbanks area retaining its 10% to 15% share.

Sufficient generating capacity exists in the three major Railbelt electric areas for 
normal and emergency operation. However, the economic realities of the cost of operating that 
generation results in a preponderance of the electrical energy requirements of the Railbelt 
interconnection being generated in the Anchorage Bowl area. The Fairbanks and Kenai areas 
rely heavily on imports of that generation to supply their electrical requirements. Therefore, the 
transmission interconnection transfer capability and its reliability both north and south of the 
Bowl are critical. Although the addition of the Bradley Lake hydro plant will somewhat reduce 
the generation requirements in the Anchorage Bowl area and would result in Kenai Peninsula 
being a net exporter much of the time, the same transmission interconnection between 
Anchorage and the Kenai Peninsula would be relied upon to maintain that supply and the 
capability and reliability of the north and south transmission interconnection lines would 
continue to be important.

Assessment of generation adequacy clearly indicates that sufficient generating 
capacity margins exist in each of the three Alaska Railbelt areas. Neither forced outages or 
maintenance outages are expected to adversely impact generating reserve adequacy. However, 
while the individual utilities or areas may have capacity margins well above the interconnection 
agreement requirement of 30% reserves, the Railbelt member systems should recognize that as 
demand increases the margins will likely move down toward the 30% minimum. O f concern is 
the fact that the 30% criteria is not founded on technical reliability studies such as loss of load



probability analyses. The Alaska Railbelt systems should reassess carefully the justification of a 
30% criteria and revise their interconnection agreement in accordance with such a reassessment.

Transmission Adequacy

As the loads and generating capacity of the Railbelt electric systems are generally 
in three geographically separate areas, each of the areas had developed its own transmission 
systems prior to establishing interconnected operation. As a consequence, there are three 
transmission voltages (115 kV, 138 kV, and 230 kV) in use that are interconnected by 
transformation at five substations in the Anchorage Bowl area as shown in Figure 3. In 
addition, there is underlying subtransmission in each of the areas consisting primarily of 69 kV 
facilities as well as some 34.5 kV.

In the Golden Valley area, which encompasses Fairbanks and extends from 
Denali Park up the Tanana River valley past Fairbanks to Delta Junction, the transmission 
system is a single 138 kV circuit of approximately 212 miles in length, except for a 33 mile 
section between the North Pole and Carney substations currently bridged Sv 69 kV facilities. 
However, there are plans to add a 138 kV segment to complete this system in 1994. The 
Fairbanks area (Golden Valley and Fairbanks) is interconnected with the Anchorage Bowl area 
by 170 miles of single circuit line between the Healy generating plant near Denali Park to 
Teeland substation. Teeland substation is an interconnection point for all three transmission 
voltages of these systems and is located in the northwestern portion of the Anchorage Bowl 
area.

The Kenai Peninsula is the southernmost of the three areas and has a 
transmission system of 115 kV which is essentially a single circuit serving the peninsula with 
branches to Homer, Lawing, and Bernice Lake. Approximately 180 miles of 115 kV 
transmission line serves the Kenai Peninsula. (Future plans are to convert 24 miles of 69 kV 
line south of Lawing to 115 kV thereby extending the 115 kV branch to Seward.) The Kenai 
Peninsula is interconnected with the Anchorage Bowl by a 89 mile 115 kV circuit between 
Quartz Creek substation (41 miles north of Seward) and University substation. University 
substation is another interconnection point for three transmission voltages and is located in the 
southeastern portion of the Anchorage Bowl area.

The Anchorage Bowl area includes the city of Anchorage and the surrounding 
countryside between the Tumagain and Knik Arms of Cook Inlet, extending northward to 
Palmer and the Matanuska Valley area, and westward to the area north and west of the Knik 
Arm. The transmission system within Anchorage is 115 kV  with an extension southward to the 
three voltage University substation and one north to Palmer and westward to the Teeland 
substation interconnection point. In addition, there is an overlay of about 98 miles of 230 kV 
transmission extending from Beluga generating station on the west shore of Cook Inlet to a 
230/138 kV  stepdown substation at Point MacKenzie, then north to the Teeland substation 
interconnection point as well as eastward from Point MacKenzie across Knik Arm (via 
submarine cable) to Anchorage where it is interconnected to the 115 kV  system, and then 
southward to University substation with another transformation to 115 kV. The 230 kV  loop is 
closed by 138 kV, transformed from 115 kV at University substation, along the southern 
boundaries of Anchorage to Point MacKenzie stepdown substation and extended west to the 
Beluga generating plant.

The transmission in the Anchorage Bowl area is such that it can be considered a 
network and, as such, should be able to withstand loss of any given circuit. The Kenai Peninsula 
is essentially a branched circuit with underlying subtransmission on the cross-peninsula sections, 
such that loss of any branch should be sustainable, with only loss of the area served by that 
branch. However, the 89 mile single circuit tie between Kenai Peninsula and the Anchorage 
Bowl is, and has historically been, subject to outages due in large part to avalanches. These
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outages place the Kenai Peninsula in jeopardy from the effects of isolation from the Anchorage 
Bowl. The addition of the 108 M W  Bradley Lake hydroelectric plant at the southern extremity 
of the peninsula near Homer along with 60 miles of 115 kV transmission between Fritz Creek 
and Soldotna will tend to exacerbate this situation with the further problem that loss of the 
existing Kenai-Anchorage Bowl interconnection would interrupt Bradley Lake capacity 
entitlements of the Anchorage Bowl and Fairbanks area utilities.

The addition of the proposed 138 kV circuit between Soldotna substation, 
requiring transformation from 115 kV at that point, to the 138 kV portion of University 
substation would not only provide a parallel path to the existing tie but would also make the 
Kenai electric system more of a loop arrangement. It is in view of this that the following 
comments are offered as regard reliability aspects:

•  The existing 115 kV interconnection line has a poor reliability history and has a 
transmission transfer capacity limit under 75 megawatts (MW). The chances of 
significantly improved performance is not great due to its physical/geographical 
location and system conditions that exist.

•  The second (currently proposed Soldotna to University 138 kV  line) Kenai
interconnection to the Anchorage Bowl area would improve reliability by 
preventing the shedding of customer load if the existing interconnection line trips, 
(with the possible exception of those times when the Kenai Peninsula generation 
is operating in anticipation of loss of the existing tie).

•  When Bradley Lake comes into service, reliability will suffer without a second
interconnection tie. That is, the second Kenai Peninsula to Anchorage Bowl line 
is necessary to support Bradley Lake and to help reliably distribute the Bradley 
Lake capacity to the purchasing systems, to minimize blackouts in the Kenai 
Peninsula, and to minimize underfrequency load shedding in the Fairbanks area 
and the Anchorage Bowl.

As indicated above, the Golden Valley-Fairbanks area transmission system is 
essentially a 212 mile single circuit from the primary electrical source at the Healy generating 
plant to the eastern extremities of the system at Jarvis Creek substation near Delta Junction. O f 
this, only about 50 miles has underlying transmission and therefore this system is highly exposed 
for loss of any single 138 kV  circuit segment, particularly the 103 mile circuit between Healy and 
Gold Hili. It is in view of this that the following comments are offered as regard reliability 
aspects.

•  The addition of the proposed 105 mile 138 kV circuit between Healy generating 
plant and Fort Wainwright substation would not only provide an alternate path 
for loss of the circuit to Gold Hill, but would also provide essentially loop service 
between the Healy plant and the major part of the load in this area.

•  The reliability of the Healy-Gold Hill line has been good, such that additional 
facilities will not have as dramatic an impact on reliability as the second Kenai 
Peninsula to Anchorage Bowl tie. However, based on traditional planning 
criteria, the Healy-Fort Wainwright tie is required to assure an adequate source- 
to-load path from the dual sources at Healy (Healy generation plus the capacity 
purchases from the Anchorage Bowl and later from Bradley Lake) to the 
Fairbanks area.

The 170 mile interconnection line between Teeland substation and Healy generating 
plant is vulnerable to single circuit outage and would cause loss of transfer capability between 
the Anchorage Bowl area and Healy. Future consideration should be given to providing an 
additional transmission path between the Anchorage Bowl area and the Fairbanks area. Under
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traditional reliability criteria, a second transmission line between the Anchorage Bowl and the 
Fairbanks area would likely be required (either via Teeland and Healy, or preferably via a 
separate transmission path such as from the Anchorage Bowl to Glennallen to Jarvis Creek).

Operations

The following comments are made concerning the operational aspects of the 
Alaska Railbelt interconnected systems:

•  Each Railbelt system indicated it brings on additional generation for reserves in 
recognition of adverse weather conditions. These reserves were indicated to be 
geographically located such that they would not be bottled by transmission 
contingencies. This type of response enhances reliability and should be 
encouraged.

•  It was indicated in the interviews that customer load would be shed if economy or 
non-firm transactions were interrupted. This does not confirm to the traditional 
interpretation of NER C  criteria for these types of transactions in the 
interconnected systems of the lower 48 states. The three traditional broad 
categories of electrical transactions and a summary of their application is as 
follows:

Economy — Economy transactions are, by definition, immediately 
withdrawable. Receiving systems have the obligation to maintain 
generation backed-off and spinning to replace the economy without loss 
of load.

Non-Firm or Interruptible — The receiving system must have generation 
available to replace the purchase within a specified time. The seller 
must maintain the delivery for the duration of this same specified time. 
Interruption of the transaction within this predetermined time frame is 
accomplished without any loss of load.

Firm - -  A  firm purchase is treated as a generator on the receiving 
system and a load on the sellers system.

•  Lack of agreement exists over who must cut what generation schedules if a 
transmission constraint exists. This condition is partially due to conflicting terms 
between new and existing contracts, e.g. contracts between Chugach and 
Fairbanks and contracts associated with Bradley Lake. There is also a lack of 
definition in the area of transmission ownership vs use. These are policy 
decisions that should not wait for shift dispatchers to solve when the condition 
occurs.

•  Additional spinning generator reserves will not always prevent underfrequency 
load shedding for the loss of generation. Reliance on load shedding as spinning 
reserve is not traditional and is avoided by most N ER C  systems. However, due 
to the unique nature of the Railbelt systems, their generation inertia and size of 
loads, this technique may not only be appropriate, but essential.

•  Each Railbelt system should develop written operating criteria and procedures for 
its system. These criteria and procedures could then be compared and utilized to 
develop overall operating criteria and procedures for the Railbelt interconnection.



Reliability Issues

The existing Railbelt utilities lack comprehensive planning and operating criteria 
as well as interconnection criteria for integrated planning and operations. Therefore, the 
existing and proposed Railbelt electric utility systems were evaluated against traditional 
reliability criteria and practices followed by the interconnected electric systems of N E R C ’s 
Regional Reliability Councils in the lower 48 states and Canada.

For example, N E R C ’s Planning Guides recommend to the extent practicable that 
an excessive concentration of generating capacity in one unit, at one location or in one area, be 
avoided, that excessive dependence on a single transmission line be avoided, and that a system 
be designed to withstand credible contingency situations. Under traditional criteria, a single 
generation or transmission contingency generally would not black out an entire interconnected 
system or cause the shedding of a portion of system load. In contrast, within the Alaska 
Railbelt systems, a single contingency such as the loss of fuel supply to the Beluga generating 
plant on December 11, 1989 can and has blacked out the interconnected Railbelt electric 
systems. Similarly, based on information given to the RAS subgroup, during periods of high 
capacity transfers from the Kenai Peninsula Bradley Lake project, the sudden outage of the 
existing 115 kV interconnection line between the Kenai peninsula and the Anchorage Bowl 
would likely cause load shedding in the Anchorage and Fairbanks areas and a blackout of the 
complete Kenai electric system. These two examples illustrate the lack of compliance with 
traditional N ER C  planning and operating criteria.

Based on a comparison of the current Railbelt interconnected systems planning 
and operating procedures with traditional electric utility planning and operating reliability 
criteria in NERC-U .S. and NERC-Canada, the RAS subgroup offers the following comments:

•  Planning and Operating Criteria The Railbelt utilities should develop, formulate in 
writing, and approve appropriate planning and operating reliability criteria for their 
respective electric systems and service areas. In addition, coordinated 
interconnection planning and operating reliability criteria should similarly be 
developed, formulated in writing, and approved under the auspices of the existing 
Interconnection Agreement or under the ASCC  umbrella. N E R C ’s Planning Policies 
encourage the development of planning and design criteria by Regional Councils, 
power pools, and individual systems applicable to their Region or area.

•  Load Shedding and Spinning Reserve Studies The Railbelt utilities are currently 
conducting two important reliability related studies. The first involves the application 
of underfrequency load shedding schemes. Underfrequency load shedding is critical 
to the Railbeit utilities, because it is the primary method of preventing system 
blackouts folk ving a loss of generation or certain transmission line outages. This is 
because the relatively small electrical size of the Railbelt interconnection and the 
mismatch between generator governor response and system transient response 
require that automatic load shedding take place following most generation and 
Railbelt interconnection transmission line contingencies. The second study involves 
spinning reserve requirements after the Bradley Lake hydro project comes into 
service. This study will also play an important role in determining the ability of the 
Railbelt utilities to avoid uncontrolled loss of customer load following a system 
disturbance. Both studies are likely to result in Railbelt members having to make 
difficult decisions affecting the balance between economy and reliability. 
Interconnected operation will require that such decisions be made, and complied 
with, as one, rather than as seven separate systems. The importance of these studies 
dictates that they be completed promptly and that the Railbelt utilities quickly 
determine and implement whatever policy and procedures are identified by those 
studies.



Bradley Lake Hvdro Project The Bradley Lake hydro project, on the Kenai 
Peninsula, is nearing completion, but the Railbelt utilities have not yet received 
approval for construction of the transmission facilities needed to reliably transfer 
capacity from the project to major load centers. As discussed elsewhere in this 
assessment, this is a direct threat to the reliability of the Railbelt systems. However, 
it is also an indication of an even greater threat, the lack of an integrated, 
coordinated process of planning transmission to accompany generation resources. 
Electric system reliability is much like a chain, with generation, transmission, and 
distribution facilities as individual links. Making the generation link stronger is 
ineffective unless the transmission link is at least as strong. In the future, the 
Railbelt utilities must proactively and collectively plan and build transmission to 
support any generation or purchased capacity options. Reliability will likely suffer if 
transmission planning and construction continue to lag behind the planning and 
construction of new generation sources.

Economy vs Reliability The most significant issue affecting the reliability of the 
Railbelt utilities is maintaining a proper balance between economy and reliability. If 
judged against the reliability levels generally maintained by the N E R C  
Interconnections, it would appear that, within the Railbelt utilities, economics has 
encroached on reliability. However, given the unique geographic, electrical, and 
economic circumstances facing the Railbelt systems, the existing balance may be 
proper. The cost of providing reliability is exceptionally high for the Railbelt utilities, 
but there are indications that the reliability expectations of the customers in the 
Railbelt utilities are increasing. The lack of a clear, written definition of what 
constitutes adequate reliability for the Railbelt utilities makes a final judgment 
impossible. However, one judgment that can be made is that more than in any other 
N ER C  Region, the balance between economy and reliability is of concern. The 
members of the Railbelt utilities must pay utmost attention to this balance. It is easy 
to share in the ecoiomic benefits of an interconnected system. It is more difficult, 
but neverthelessju.it as important, to also share the responsibilities of maintaining 
reliability.



Tabic 1
R A I L B E L T  I N T E R C O N N E C T E D  E L E C T R I C  UTILITY S Y S T E M S  O F  A S C C  

P E A K  D E M A N D  &  C A P A C I T Y  R E S O U R C E S  -  M W  
Winter Season

Major 
Electric 

Load Centers Utilities 1989/1990 
Demand Capacity

1999/2000
Demand Capacity

Fairbanks G V E A 109 197 122 221
Area FM US _20 _ 3 i _.28:5

Total 139 241 155 249.5

Anchorage C E A 163.8 413.8 170.0 383.9
Bowl A P A D 0 32 0 32

M E A 97 0 113 0
A M L & P _142 33 U 155 331.8

Total 403.8 777.6 438 747.7

Kenai C E A 13 99 13.3 63.7
Peninsula H E A 73.9 40 76.3 40

SES 10.5 10.5 14 13.5
A E A __Q 0 0 108
Total 97.4 149.5 103.6 225.2

All
Systems Total 640.2 1168.1 696.6 1222.4

Sources: Draft of the Railbelt interconnection’s responses for the 1990-1999 period to the U.S. Depart­
ment of Energy’s annual April 1 Coordinated Bulk Power Supply Program (IE-411) Report 
and the N ER C  Reliability Assessment Subcommittee’s data request forms 01 through 08.



F i g u r e  1

A laska Railbelt E lectric Utility S y s tem s 
P eak  D em and & P ro jec ted  Available R e so u rc e s

( 1 9 9 0  - 1 9 9 9  F orecast)
MW (Winter)

Project*'' *vallaHe Resources art equal to Planned Capacity Resources Im * average unavallabla 
capacity 'he time of system peak.

Figure 2

Alaska Railbelt Electric Utility Systems 
Generating Capacity by Fuel
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Phone 907-278-4653

W bG !M1B
W je w e le r s
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345 West 5th Avenue 
Anchorage, Alaska 99501

P R E C I S I O N  C U T  M A K E S  T H E  D I T F R E N C E

M a r c h  5, 1 9 9 0

S e n a t o r  D i c k  E l i a s o n  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  (MS 310 0 )

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

D e a r  S e n a t o r  E l i a s o n :

R e c e n t l y  t h e r e  h a s  b e e n  a  l o t  o f  t a l k  a b o u t  t h e  p r o p o s e d  e l e c t r i c a l  
i n t e r t i e s  c o n n e c t i n g  A n c h o r a g e  w i t h  K e n a i  a n d  F a i r b a n k s .  W h a t  m o s t  
p e o p l e  h a v e  f a i l e d  t o  r e c o g n i z e  is t h a t  i f  t h e  i n t e r t i e s  a r e  n o t  f u n d e d  
f r o m  t h e  R a i l b e l t  E n e r g y  F u n d ,  t h e n  y o u  a n d  I w i l l  h a v e  t o  p a y  f o r  t h e m  
as p a r t  o f  o u r  m o n t h l y  p o w e r  b i l l s  i n  t h e  n e a r  f u t u r e .

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

w i t h  t h e  a d d i t i o n  o f  t h e  p r o p o s e d  S o u t h e r n  I n t e r t i e .  T h e  a d d i t i o n a l  l i n e  
s o u t h  w o u l d  o f f e r  a c o n t i n g e n c y  i f  a n a t u r a l  d i s a s t e r  o c c u r s .  I t  w o u l d  
a l s o  a l l o w  l o w  c o s t  e n e r g y  t o  b e  t r a n s f e r r e d  e i t h e r  n o r t h  t o  A n c h o r a g e  o r  
s o u t h  t o  t h e  K e n a i  P e n i n s u l a  d e p e n d i n g  o n  w h e r e  t h e  e n e r g y  c o u l d  b e  
g e n e r a t e d  a t  t h e  l o w e s t  c o s t .  E s p e c i a l l y  w i t h  B r a d l e y  L a k e  c o m i n g  o n  
l i n e  i n  1 9 9 1  l e a v i n g  C h u g a c h  w i t h  m o r e  e x c e s s  p o w e r  f o r  F a i r b a n k s .

B y  u t i l i z i n g  t h e  e x i s t i n g  i n t e r t i e  t o  t h e  n o r t h ,  F a i r b a n k s  i s  p u r c h a s i n g  
e x c e s s  p o w e r  g e n e r a t e d  i n  A n c h o r a g e .  T h i s  b e n e f i t s  c u s t o m e r s  i n  
F a i r b a n k s  b y  p u r c h a s i n g  e n e r g y  w h i c h  i s  l e s s  e x p e n s i v e  t h a n  t h e  c o s t  o f  
g e n e r a t i n g  i t  l o c a l l y .  I t  a l s o  b e n e f i t s  t h e  c u s t o m e r s  i n  A n c h o r a g e  s i n c e  
p r o f i t s  o f  t h e  s a l e s  t o  F a i r b a n k s  f l o w  t h r o u g h  t o  t h e  A n c h o r a g e  r a t e  
p a y e r s .  T h i s  i s  a  w i n - w i n  s i t u a t i o n .  A d d i t i o n a l  e n e r g y  c o u l d  b e  
t r a n s f e r r e d  i n  t h i s  m a n n e r  if t h e  n o r t h e r n  i n t e r t i e  w a s  u p g r a d e d .

W h a t  I a m  t r y i n g  t o  p o i n t  o u t  i s  t h a t  t h e  i n t e r t i e s  a r e  n o t  j u s t  f o r  t h e  
b e n e f i t  o f  K e n a i  a n d  F a i r b a n k s  a l o n e ,  b u t  f o r  t h e  g o o d  o f  a l l  r a i l b e l t  

e l e c t r i c a l  u s e r s .

S u p p o r t  u s i n g  t h e  R a i l b e l t  E n e r g y  F u n d  f o r  t h e  i n t e r t i e s  t h i s  y e a r ,  o r  w e  
w i l l  p a y  f o r  t h e m  i n  t h e  f u t u r e  t h r o u g h  h i g h e r  r a t e s .

S i n c e r e l y ,

R o b e r t  M c G r a n e
V i c e - P r e s i d e n t ,  B o a r d  o f  D i r e c t o r s  

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.

Manufacturing Jeweler Goldsmith Custom Jewelry Jewelry Repair Appraisals Graduate Gomologist
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T h e A  la sk a  S cen e A laska  R E C  Association

by Dave Hutchens, 
executive director. 
Alaska Rural Electric 
Cooperative Association

The Railbelt Energy Council was 
correct in its 1987 report to the 
legislature: The highest and best use of 
the Railbelt Energy Fund (REF') is * 
construction of electrical internes to 
more solidly interconnect rai.'.beit 
sources of power with the communities 
in which the power is consumed.
Much of the generating capacity for 

the whole railbelt region is located on 
the Kenai Peninsula. Existing piants 
include Chugach Electric Association's 
Bernice Lake gas-fired plant and the 
Coopei Lake hydroelectric plant, and 
the SoldainaSI plant, owned by Aiaska 
Electric Generating and Transmission 
Cooperative. When the Alaska Power 
Authority’s Bradley Lake plant comes 
on line in 1991, there will be 221 
megawatts of generating capacity on tiie . 
Kenai. with only one weak transmission 
line connecting it to most of the people it 
s'nouid serve in Anchorage and beyond.
This existing transmission line can 

only carry about 55 megawatts of power 
from th venai Peninsula to Anchorage, 
and it is -usceptible to outages caused by 
avalanches and windstorms. The peak 
demand on the Kenai Peninsula is about 
SO megawatts. When you take the 
generating capacity and subtract the 
power used locally, that leaves 1-1 
megawatts of capacity available to meet 
the needs of people in Anchorage, the 
Ma;-Su vallevs. and the Fairoanks area.

U s e  R a i l b e l t  E n e r g y  F u n d  

t o  i m p r o v e  r a i l b e l t  e l e c t r i c a l  

t r a n s m i s s i o n  s y s t e m

But the transmission line can only carry 
about 55 megawatts.
Faults will occur naturally on any 

electrical system. A tree falls across the 
line, or the wind tosses the wires around 
until they come in contact with each 
other. The lights go out. The goal of the 
utility is to have as few of these outages 
as possible, and when they occur, to 
have them affect as few peopie for as 
short a time as possible.
A recent study of the operating 

characteristics of the electrical 
transmission system in southcentral 
Alaska shows that we are facing 
enormous problems if we try to use the 
generating resources even to the limits 
of existing transmission capacity. 
Without substantial changes in the 
transmission system outages will be 
unacceptably widespread and long- 
acting.
The number one priority for using the 

Railbelt Energy Fund should be 
construction of a new Anchorage-Kenai 
Peninsula intertie. 1 he cost of the new 
line lTestimated at S80 million to SI00 
million, depending on the route 
selected.
Sales of economy energy from 

Anchorage to Fairbanks were made 
possible by the Willow-to-Hcaly 
inlcrtie. built a few years ago. Those 
sales are now limited by the transfer 
capacity an the old lines south of Willow 
and nort . of Healy.
Upgrading the transmission capacity

between .Anchorage-and Fairbanks.
Alaska’s largest cities, should be the 
other priority use of REF money. The 
upgrade can be accomplished ov either 
eliminating the bottlenecks at both ends 
of the existing intertie. or by constructing 
a new line along a different route, from 
Palmer through Glennallen to Delta 
Junction.
The benefits of the proposed new 

transmission line between Anchorage 
and Fairbanks via Glennallen are 
substantial. Constructing a new 230-kv 
line—a northeast intertie—would tie 
Valdez, Glennallen, and the Copper 
River basin into the gri * system, giving 
those communities access to low-cost, 
gas-fired electrical power from the 
Anchorage area. New opportunities for 
mining or other development would be 
enhanced with this line, and military 
facilities such as the Backscatter radar 
installation could be served economi­
cally. This new line would provide 
railbelt utilities access to approximately 
14 million kilowatt-hours of electricity 
annually from the Solomon Gulch 
Hydroelectric Project, one of the “four- 
dam pool" projects. This energy is now 
spilled as water over the dam because 
there is no market for it within the area 
which can be reached by the existing 
Copper Valley Electric Association , 
transmission system. Sale of this power ! 
to railbelt utilities could earn the state i 
an additional S400.000 or more :n 
revenues each vear.

8 AmkA
Januin I9S*
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The most important benefit associated 
with the new northeast intertie proposal 
is increased reliability. The interne 
wouid provide a second line between 
Anchorage and Fairbanks, significantly 
improving the transmission system 
security between the two largest load 
centers of the railbelt.
The cost of the nor.heast intertie is 

estimated at SI50 million.
Two key bencius of upgrading the 

existing Parks Highway transmission 
circuit between Anchorage and 
Fairbanks arc iowtr cost and increased 
transfer capacity. At present. Fairoanks 
eiectric utilities must run oil-fired 
generation to meet peak loads when 
temperatures are iowerthan minus 10°F. 
This ncr.aitior. will oniy worsen as. 
eiectric .cass grow, improving ins 
existing system to allow for operation at 
230 kv wouid increase transfer 
capacity by three to four times the 
present capacity. This wouid aliow 
Fairbamts eiectnc utilities tc purchase 
more iow-cost. gas-fircc eiectric power 
from Anchorage, reducing the cos: of 
power tc consumers in both cities. The 
reiiabie, h ph-capacity eiectricai iini; 
wouid also aliow Fairbanks to assist 
Anchcrufe curing periods when 
avaiancr.es separate tne city from Rena: 
generation, or other natural disasters, 
such as voicanoes or earthquakes. 
I.nreaier. Ancnorage generation sources.
The cos; of upgrading the existing 

Parks Highway transmission system is 
estimattc tr ot 5 21F miiiior..

B e n e f i t s  o f  

h a v i n o  t h e  c r i dw  w

transmission gnc between the Rcnai 
. eninsuic. anc Ancnorag: anc oetween 
Anchorage anc Fairoamt- mstijh tne 
cost.

There are several types of benefits 
associated with the proposed improve­
ments in the raiibelt transmission 
system:
•Economy interchange: An improved 

transmission system would allow for 
higher capacity transfer, allowing 
lower-cost generation produced in one 
area to displace higher-cost generation 
produced in another area. Economy 
interchange between Anchorage and 
Fairbanks is limited by the capacity of 
the fully loaded existing transmission 
line.
•System reliability: Improvements to 

the transmission system can reduce the 
number and extent of power outages 
especially between Anchorage and the 
Renai Peninsuia. where iir.es are 
piaguec by natura. occurrences such as 
avalanches and windstorms.
•System efficiency: Power transfers 

between Anchorage and Fairbanks 
presently suffer losses exceeding 10̂. If 
the voltage of the transmission system 
were increased from i3S itv tc 230 kv. 
those losses wouid be reduced 
dramatically.
•Reserve sharing: With an improved, 

reliable transmission system in place, 
electric utilities could reduce the 
amount of costly reserve capacity tney 
maintain. They couid rely instead on 
reserves available elsewhere in the 
interconnected system.
•Flexibility for new generation: An 

improved transmission system ir. the 
rail oel: wouid aiiow greater flexibility ir. 
choosing a site for future generation 
facilities. New piants couid be sited 
wherever the cost of operation and fuel 
arc ieas: expensive, while stili maintain­
ing access to any icac center ir. the 
"ilbelt. To highlight the current 
limitations on power piar.t siting, i: 
snould be pointed out tnat a tnint- 
mouth power plan; of optimum size 
canno; oc iocatec a; the stt: of A.aska's 
onty operating coal mine (Usibeiii)

because of severe transmission 
constraints.
•Access tc Bradley Lake power: An 

improved transmission system wouid 
ensure that all railbelt electric utilities 
have freer and more direct access to the 
full peaking output of Bradley power, 
resulting in equal distribution ol 
benefits from the project for all railbelt 
communities.
•Utility coordination: Strengthening 

the transmission system in the railbelt 
would afford electric utilities increased 
opportunity to better coordinate their 
planning and operations.
•Fuel supply competition: Improve­

ments to the railbelt transmission 
system would provide electric utilities 
with :u2 access to a variety of energy 
source-, enhancing competition among 
fuels and fuel suppliers.
The Railbelt Energy Fund has been 

held ir. trust pending two conditions 
that must oe met in order for it to oe 
spent: 1 it must be spent oniy tc benefit 
railbelt consumers: and 2i it must reduce 
railbelt energy costs.
If the iegisiature appropriates the 

REF for construction of the tntenies, 
the state will own a money-saving 
project which we can point to with pride 
for tne next 50 to 100 years.
On the other hand, if the fund is 

raided to balance the st3te operating 
ouaget. we challenge the governor and 
the legislature to show us how we have 
benefited from their stewardship five 
year: from now.
Two finai points: 12 The internes are 

being subjected to tough cost-benefit 
scrutiny Those who would raid the fund 
propose no such tests for their spending 
plan:. 2 If wc build the intertits, the 
state will not suffer one oer.m of 
operations one maintenance costs. 7n; 
300.00C railbelt consumers v.ill giadly 
pay the tab out of the iong-ierm savings 
tney uik reaii’r from these wortnwmic 
projects.



T h e  R a i l b e l t  E n e r g y  F u n d  

%

P r e p a r e d  B y :  T h e  A l a s k a  R u r a l  E l e c t r i c  

C o o p e r a t i v e  A s s o c i a t i o n

F 1 2 - 1 5 - 8 8



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

« e n t  t o  p r o p o s e d  h y d r o  p r o j e c t s  t n a t  w o u l d  s e r v e  t h e  P e t t r s D u r c -  

W r a n g e l l  a r e a ,  K o d i a k ,  S i t k a ,  K e t c h i k a n ,  G l e n n a l l e n  a n d  V a l d e z ,  

a n d  t n e  K e n a i  P e n i n s u l a .  A n o t h e r  S 3 0 0  m i l l i o n  w a s  a p p r o p r i a t e d  

f o r  r . y d r o p o w e r  p r o j e c t s  d u r i n g  t h e  1 9 8 2  l e g i s l a t i v e  s e s s i o n .  

5 1 2 2 . 5  m i l l i o n  o f  t h e  a p p r o p r i a t i o n s  f o r  p o w e r  p r o j e c t s  w a s  u s e d  

t o  c o n s t r u c t  t h e  P a c k s  H i g h w a y  I n t e r t i e  b e t w e e n  W i l l o w  a n d  H e a l y .

T h e  S u s i t n a  p r o j e c t  r e c e i v e d  $ 1 2 4 . 7  m i l l i o n  o f  t h e  t o t a l  

a p p r o p r i a t i o n s  t o  h y d r o  p r o j e c t s  i n  t h e  p e c i o d  1 9 7 9 - 1 9 8 4 ,  a l l  o f  

w h i c h  w a s  u s e d  f o r  w o r k  r e l a t e d  t o  f e a s i b i l i t y  s t u d i e s ,  A P A  

a d m i n i s t r a t i o n ,  a n d  P 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  ( F E R C )  

l i c e n s i n g .

D u r i n g  t h e  1 9 8 4  s e s s i o n ,  t h e  l e g i s l a t u r e  a l s o  s e t  a s i d e  $100  

m i l l i o n  i n  t h e  P o w e r  D e v e l o p m e n t  F u n d  f o r  t h e  c o n s t r u c t i o n  o f  

S u s i t n a .  I t  w a s  t h e  f i r s t  a p p r o p r i a t i o n  e a r m a r k e d  s t r i c t l y  f o r  

c o n s t r u c t i o n  o f  t h e  p r o j e c t .  A n  a d d i t i o n a l  $ 2 0 0  m i l l i o n  w a s  s e t  

a s i d e  f o r  S u s i t n a  i n  t h e  P D F  d u r i n g  t h e  1 9 8 5  s e s s i o n .  A p p r o p r i ­

a t i o n s  f o r  t h e  c o n s t r u c t i o n  o f  S u s i t n a  t h e n  t o t a l e d  $300  m i l l i o n .

I n  m i d  1 9 8 5 ,  a f t e r  t h e  l e g i s l a t u r e  h a d  a d j o u r n e d ,  t h e  A P A  

B o a r d  o f  D i r e c t o r s  d e t e r m i n e d  t h a t  t h e  S u s i t n a  p r o j e c t ,  a s  p r o ­

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

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



d e v e l o p e d .  I t  was  t h e  R E C ' s  j o b  t o  d e v e l o p  t h a t  a l t e r n a t i v e  

p l a n ,  a n d  i t s  d i r e c t i v e  f r o m  t h e  l e g i s l a t u r e  w a s  t o  '’ r e c o m m e n d  

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

m a n a g i n g  e l e c t r i c  p o w e r  f a c i l i t i e s  i n  t h e  R a i l b e l t  a r e a . "  T h e  

R E C  w a s  c o m p r i s e d  o f  r e p r e s e n t a t i v e s  o f  t h e  s e v e n  R a i l b e l t  e l e c ­

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

p u b l i c  m e m b e r s  a p p o i n t e d  b y  t h e  G o v e r n o r .  T h e  g r o u p  w o r k e d  

t h r o u g h  t h e  s u m m e r  a n d  f a l l  o f  1 9 8 6  a n d  p r e s e n t e d  i t s  r e p o r t  t o  

t h e  l e g i s l a t u r e  e a r l y  i n  t h e  1 9 8 7  l e g i s l a t i v e  s e s s i o n .

T h e  o e s t  a l t e r n a t i v e  u s e  o f  t h e  R E ? ,  t h e  C o u n c i l ' s  r e p o r t  

s t a t e d ,  i s  t o  c o n s t r u c t  a n  i n t e r t i e  b e t w e e n  t h e  K e n a i  P e n i n s u l a  

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

a g e  a n d  F a i r b a n k s .  T h e  e s t i m a t e d  c o s t  t o  c o m p l e t e  t h e  p r o p o s e d  

t r a n s m i s s i o n  p r o j e c t s  w a s  $ 2 0 0  m i l l i o n .

T h e  C o u n c i l  c o n c l u d e d  t h a t  " t h e  p r u d e n t  s t r a t e g y  t o  f o l l o w  a t  

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

o f  t h e  e x i s t i n g  R a i l b e l t  g e n e - a t i o n  a n d  t r a n s m i s s i o n  " a b i l i t i e s  

u n d e r  c o n s t r u c t i o n . "  T h e  R E C  s p e c i f i c a l l y  c i t e d  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  a n d  t h e  i n t e r t i e s  a s  p r o j e c t s  t h a t  s h o u l d  

b e  c o m p l e t e d  i n  a  t i m e l y  m a n n e r .

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

l o b b i e d  h a r d  d u r i n g  t h e  1 9 8 7  s e s s i o n  f o r  t h e  l e g i s l a t u r e  t o  

p u r s u e  t h e  r e c o m m e n d a t i o n s  o f  t h e  R E C  b y  a p p r o p r i a t i n g  $200
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G o v . S h e f f i e l d  a l s o  f r o z e  an  a p p r o p r i a t i o n  o f  S 50 m i l l i o n  : c  

t h e  3 r a d i e y  L a k e  p r o j e c t  i n  J u l y  o f  1 3 8 6 .  D u r i n g  tr .e  1387

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

S t a t e ' s  G e n e r a l  F u n d  t o  t h e  R E F . T h a t  r e d u c e d  t h e  b a l a n c e  o f  tr.  

R E F  t o  a p p r o x i m a t e l y  $ 2 3 5  m i l l i o n .

S e v e r a l  b i l l s  w e r e  i n t r o d u c e d  i n  t h e  l e g i s l a t u r e  i n  1387  m a i  

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

o f  t h o s e  b i l l s  w as  S B  2 0 6 .  T i . i s  m e a s u r e ,  p u t  f o r t h  b y  S e n .  J a c k  

C o c h i l l  ( R - N e n a n a ) ,  p r o p o s e d  t o  e s t a b l i s h  a n e w  p o w e r  p r o ] e c t  

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

p r o j e c t s .  T h e  m e a s u r e  w o u l d  h a v e  c o m b i n e d  m a n y  o f  t h e  s t a t e ' 3  

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

i n i t i a l l y  b y  t h e  b a l a n c e  o f  t h e  R E P  a f t e r  t h e  i n t e r t i e s  a n d

B r a d l e y  L a k e  h a d  b e e n  f u n d e d  t o  t h e  e x t e n t  n e c e s s a r y .  T h e  b i l l ,

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

e v e n t u a l l y  d i e d  i n  t h e  H o u s e  J u d i c i a r y  C o m m i t t e e .

S e n .  3 e t t y e  F a h r e n k a m p  ( D - F a i r b a n k s )  i n t r o d u c e d  l e g i s l a t i o n  

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

g a s  p i p e l i n e  b e t w e e n  W a s i l l a  a n d  F a i r b a n k s .  T h e  t w o  m e a s u r e s  

( S B  4 1 7  a n d  S 3  4 1 8 )  p r o p o s e d  t h e  R E P  b e  u s e d  t o  f u n d  t h e  g a s  

l i n e ' s  c o n s t r u c t i o n .  T h e  b i l l s  w e r e  n o t  g i v e n  a c o m m i t t e e  h e a r ­

i n g  u n t i l  t h e  1 9 8 8  s e s s i o n ,  a n d  d i d  n o t  m o v e  f r o m  t h e i r  f i r s t  

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

b y  E n s t a r  N a t u r a l  G a s  C o m p a n y ,  w a s  s u c c e s s f u l  i n  g e t t i n g  t h e
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T h e  e x c e p t i o n  w as  a $7 m i l l i o n  a p p r o p r i a t i o n  n e e d e d  t o  c o m p l e t e  

t r . e  B r a d l e y  L a k e  f i n a n c i n g  p l a n ,  w h i c h  t h e  l e g i s l a t u r e  d i d  

a p p r o v e .

G o v .  C o w p e r  a d v o c a t e d  u s i n g  t h e  R E P  i n  198 8  a s  a m e a n s  o f  

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

t h e  R E F  w e r e  a l s o  b e i n g  a d v o c a t e d ,  a n d  i t  a p p e a r e d  t h e  f u n d  m i o n e  

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

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

T h e  o n l y  n e w  p r o p o s a l  d u r i n g  t h e  198 8  l e g i s l a t i v e  s e s s i o n  f o r  

u s i n g  t h e  R E F  f o r  i t s  i n t e n d e d  p u r p o s e  w a 3  p u t  f o r t h  b y  R e p .  Sam 

C o t t e n  ( D - E a g l e  R i v e r ) .  HB 482  a n d  HB 4 8 3  w o u l d  h a v e  l o a n e d  

a p p r o x i m a t e l y  $ 1 6 5  m i l l i o n  a t  a b e l o w - m a r k e t  i n t e r e s t  r a t e  t o  t h e  

A P A  f o r  t h e  c o n s t r u c t i o n  o f  B r a d l e y  L a k e .  T h i s  w o u l d  h a v e  p r e ­

v e n t e d  t h e  n e c e s s i t y  f o r  t h e  A P A  t o  i s s u e  r e v e n u e  b o n d s  -  w h i c h  

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

t h e  p r o j e c t .

E l e c t r i c  u t i l i t i e s  r e l u c t a n t l y  e m b r a c e d  HB 482 a n d  483  o n  t h e  

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

p a y e r s  r o u g h l y  $ 1 0 0  m i l l i o n  d u r i n g  t h e  f i r s t  30 y e a r s  o f  t h e  

p r o j e c t ' s  o p e r a t i o n ,  a n d  b e c a u s e  i t  a p p e a r e d  t h a t  m i g h t  b e  t h e  

o n l y  w a y  t o  r e t a i n  t h e  R E P  ' f o r  e n e r g y  p u r p o s e s .  T h e  b i l l s  w e r e  

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

a d d i t i o n a l  e x p e d i t u r e s  f r o m  t h e  R E F  g o t  o u t  o f  h a n d  a n d  t h e
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R Z F  r e l a t e  t o  t n e  F u n d ' s  - . - . e n d e d  p u r p o s e .  : :  : 3  s e e n  o y  , i a n y  i s  

a p o c  o f  m o n e y  t o  o e  u s e d  t o  r . e l p  r e d u c e  t.u. e  S t a t e ' s  p r o - e c - ^  

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

t r . a t  a r e  t o t a l . ' /  u n r e l a t e d  t o  e n e r g y .
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A n e w  2 2 0 - < V t r a n s m i s s i o n  l i n e  w o u l d  e l i m i n a t e  t r . e s e  s c a o i l -  

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

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

K e n a i  P e n i n s u l a  a n d  A n c h o r a g e .  I n  a d d i t i o n  t o  3 r a d l e y  L a k e ,  

o c h e r  g e n e r a t i o n  f a c i l i t i e s  o n  t n e  p e n i n s u l a  t o t a l i n g  131 m e c a -  

w a t t s  i n c l u d e  t h e  C o o p e r  L a k e  a n d  3 e r r . i c e  L a k e  p l a n t s  a n d  

S o l d o t n a  U n i t  #1. R e l i a b i l i t y  o f  t h e  l i n k  b e t w e e n  t h e s e  g e n e r a t ­

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

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

T h e  u t i l i t i e s  o e l i e v e  an  u p g r a d e  i n  t h e  A n c r . o r a g e - K e n a i  

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

u s e  o f  t h e  R E F .  T h e  c o s t  o f  t h i s  n e w  l i n e  i s  e s t i m a t e d  a t  $ 3 0  

m i l l i o n  t o  $ 1 0 0  m i l l i o n ,  d e p e n d i n g  o n  t h e  r o u t e  s e l e c t e d .

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

F a i r b a n k s ,  A l a s k a ' s  l a r g e s t  c i t i e s ,  s h o u l d  a l s o  b e  a p r i o r i t y  u s e  

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

t i n g  t h e  e x i s t i n g  b o t t l e n e c k s  a t  b o t h  e n d s  o f  t h e  S t a t e ' s  P a r k s  

H i g h w a y  i n t e r t i e  t h a t  e x i s t  b e t w e e n  W i l l o w  a n d  H e a l y ,  o r  b y  

c o n s t r u c t i n g  a n e w  l i n e  a l o n g  a d i f f e r e n t  r o u t e  f r o m  P a l m e r  

t h r o u g h  G l e n n a l l e n  t o  D e l t a  J u n c t i o n .

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

A n c h o r a g e  a n d  F a i r b a n k s  v i a  G l e n n a l l e n  a r e  s u b s t a n t i a l .  C o n ­

s t r u c t i n g  a  n e w  2 3 0  k V  l i n e  -  a  n o r t h e a s t  i n t e r t i e  -  w o u l d  t i e
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! s e n r , ; a i  z  z  a r. < 5

e l e c t r i c  u t i l i t i e s  m u s t  r u n  o i l - f i r e d  g e n e r a t i o n  : 0  m e e t  t e a *  

l o a d s  w n e n  t e m p e r a t u r e s  a r e  l o w e r  m a n  m i n u s  10 d e g r e e s  F a h r e n ­

h e i t .  T h i s  c o n d i t i o n  w i l l  o n l y  w o r s e n  a s  e l e c t r i c  l o a d s  g r o w .  

I m p r o v i n g  m e  e x i s t i n g  s y s t e m  t o  a l l o w  f o r  o p e r a t i o n  a t  230 <V 

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

p r e s e n t  c a p a c i t y .  T h i s  w o u l d  a l l o w  F a i r b a n k s  e l e c t r i c  u t i l i t . e s  

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

a g e ,  r e d u c i n g  t h e  c o a t  o f  p o w e r  t o  : o n s u m e r s  i n  b o t h  c i t i e s .  T h e  

r e l i a b l e ,  n i g h - c a p a c i t y  e l e c t r i c a l  l i n k  w o u l d  a l s o  a l l o w  F a i r ­

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

t h e  c i t y  f r o m  K e n a i  g e n e r a t i o n  o r .  o t h e r  n a t u r a l  d i s a s t e r s ,  s u c n  

a s  w h e n  v o l c a n o e s  e r u p t  o r  e a r t h q u a k e s  t h r e a t e n  A n c h o r a g e  

g e n e r a t i o n  s o u r c e s .

T h e  c o s t  o f  u p g r a d i n g  t h e  e x i s t i n g  P a r k s  H i g h w a y  t r a n s m i s s i o n  

s y s t e m  i s  e s t i m a t e d  t o  b e  $ 1 1 8  m i l l i o n .
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* R e s e r v e  S h a r i n g :  W i r n  an  i m p r o v e d ,  r e l i a o i a  t r a n s m i s -

s i o n  s y s t e m  i n  p l a c e ,  e l e c t r i c  u t i l i t i e s  c o u l d  r e d u c e  zr .e  

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

r e l y  i n s t e a d  o n  r e s e r v e s  a v a i i a D l e  e l s e w h e r e  i n  t n e  i n t e r ­

c o n n e c t e d  s y s t e m .

* F l e x i o l i l i t v  f o r  S e w  G e n e r a t i o n :  An  i m p r o v e d  t r a n s ­

m i s s i o n  s y s t e m  i n  t h e  R a i l b e l t  w o u l d  a l l o w  g r e a t e r  f l e x i o i l -  

l t y  i n  c h o o s i n g  a s i t e  f o r  f u t u r e  g e n e r a t i o n  f a c i l i t i e s .  : ;e« 

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

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

l o a d  c e n t e r  i n  t h e  R a i l b e l t . ^  T o  h i g h l i g h t  t h e  c u r r e n t  l i m i t ;  

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

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

s i t e  o f  A l a s k a ' s  o n l y  o p e r a t i n g  c o a l  m i n e  ( U s i b e l l i )  b e c a u s e  

o f  s e v e r e  t r a n s m i s s i o n  c o n s t r a i n t s .

*  A c c e s s  t o  B r a d l e y  L a k e  P o w e r :  A n  i m p r o v e d  t r a n s m i s ­

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

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

o f  B r a d l e y  p o w e r ,  r e s u l t i n g  i n  t q u a l  d i s t r i b u t i o n  o f  b e n e f i t s  

f r o m  t h s  p r o j e c t  f o r  a l l  R a i l b t l t  c o m m u n i t i e s .

*  U t i l i t y  C o o r d i n a t i o n !  S t r t n g t h s n i n g  t h s  t r a n s m i s s i o n  

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

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

o p e r a t i o n s .
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A p r i l  14, 1 9 8 9

S e n a t o r  D i c k  E l i a s o n ,  C h a i r m a n  
P. 0. Box V
J u n e a u ,  A K  9 9 8 1 1 - 3 1 U 0  

D e a r  S e n a t o r  E l i a s o n :

N o r t h E a s t  I n t e r t i e  C o n c e r n e d  R e s i d e n t s  (N E I C R )  a r e  d i s m a y e d  by 
t h e  r e l e a s e  o f  t h e  R a i l b e l t  I n t e r t i e  F e a s i b i l i t y  S t u d y  p u b l i s h e d  by 

t h e  A l a s k a  P o w e r  A u t h o r i t y  A p r i l  11, 1989. N E I C R ' s  d i s m a y  s t e m s  f r o m  
t h e  lack o f  p u b l i c  n o t i f i c a t i o n  a n d  p u b l i c  i n p u t  in t h e  s t u d y  
p r o c e s s .  S u c h  p u b l i c  p a r t i c i p a t i o n  is m a n d a t e d  b y  A S  4 4 . 6 2 . 3 1 2  a n d  

A S  4 4 . 8 3 . 1 7 7 ( 4 ) .  W h e n  N E I C R  m e m b e r s  e x p r e s s e d  t h e i r  c o n c e r n s  at a 
m e e t i n g  w i t h  A P A  o f f i c i a l s  t h e  n i g h t  of A p r i l  11, N E I C R  w a s  a s s u r e d  
b y  t h o s e  o f f i c i a l s  t h a t  t h e  d o c u m e n t  t i t l e d  R a i l b e l t  I n t e r t i e  
F e a s i b i l i t y  S t u d y  is in f a c t  N O T  a f e a s i b i l i t y  s t u d y ,  b u t  is m e r e l y  
a r e c o n n a i s s a n c e  s t u d y .  In a t r u l y  c a v a l i e r  f a s h i o n ,  Mr. R i c h a r d  
E m e r m a n ,  t h e  p r o j e c t  m a n a g e r  for t h e  R a i l b e l t  I n t e r t i e  F e a s i b i l i t y  
S t u d y ,  s h r u g g e d  o f f  t h e  d i s c r e p a n c y  as "a p o o r  c h o i c e  o f  w o r d s " .  
N E I C R  e m p h a t i c a l l y  d i s a g r e e s .  W e  b e l i e v e  t h a t  an e r r o r  m u c h  m o r e  
g r i e v o u s  t h a n  w o r d  c h o i c e  w a s  m a d e .

In h i s  i n t r o d u c t o r y  l e t t e r  e n c l o s e d  i n  t h e  c o p i e s  o f  t h e  
R a i l b e l t  I n t e r t i e  F e a s i b i l i t y  S t u d y ,  Mr. E m e r m a n  f o u r  t i m e s  r e f e r s  
to t h e  d o c u m e n t  a n d  i t ' s  c o n t e n t s  as a f e a s i b i l i t y  s t u d y .  S e v e r a l  
t i m e s  d u r i n g  t h e  m e e t i n g  of A p r i l  11, he r e f e r r e d  t o  t h e  d o c u m e n t  as 
a f e a s i b i l i t y  s t u d y .  He f u r t h e r  s t a t e d  s e v e r a l  t i m e s  d u r i n g  t h e  s a m e  
m e e t i n g  t h a t  t h e  i n t e n t  of t h e  p r e p a r e r s  o f  t h e  R a i l b e l t  I n t e r t i e  
F e a s i b i l i t y  S t u d y  w a s  t o  d o  " f e a s i b i l i t y  s t u d y  l e v e l  w o r k " .  
T h r o u g h o u t  t h e  R a i l b e l t  I n t e r t i e  F e a s i b i l i t y  S t u d y ,  t h e  d o c u m e n t  
i t s e l f  a n d  i t ' s  c o n t e n t s  a r e  r e f e r r e d  to a s  a f e a s i b i l i t y  s t u d y .  T h e  
T a b l e  of C o n t e n t s  o f  t h e  R a i l b e l t  I n t e r t i e  F e a s i b i l i t y  S t u d y  
i n d i c a t e s  t h a t  t h e  c o n t e n t s  o f  t h e  s t u d y  f u l f i l l  t h e  r e q u i r e m e n t s  of 
a f e a s i b i l i t y  s t u d y  as o u t l i n e d  in AS 4 4 . 8 3 . 1 8 1 .  A f t e r  e x a m i n a t i o n  
o f  t h e  c o n t e n t s  o f  t h e  R a i l b e l t  I n t e r t i e  F e a s i b i l i t y  S t u d y ,  N E I C R  
f e e l s  t h a t  t h e  R a i l b e l t  I n t e r t i e  F e a s i b i l i t y  S t u d y  is i n d e e d  w h a t  
i t ' s  t i t l e  s a y s  it is: a F E A S I B I L I T Y  s t u d y .

If, a s  N E I C R  c l a i m s ,  t h i s  d o c u m e n t  is a f e a s i b i l i t y  s t u d y ,  t h e n  
A P A  is in v i o l a t i o n  of A S  4 4 . 8 3 . 1 7 7 - 1 7 9 ,  w h i c h  r e q u i r e s  t h a t  a 
r e c o n n a i s s a n c e  s t u d y  b e  d o n e  b e f o r e  e m b a r k i n g  o n  t h e  p r e p a r a t i o n  of 
a f e a s i b i l i t y  s t u d y .  If, a s  c l a i m e d  b y  Mr. E m e r m a n ,  t h i s  d o c u m e n t  is 
a r e c o n n a i s s a n c e  s t u d y ,  t h e n  A P A  i 0 in v i o l a t i o n  o f  A S  4 4 . 8 3 . 1 8 5 ,  
w h i c h  r e q u i r e s  t h a t ,  b e f o r e  b e i n g  p r e s e n t e d  t o  t h e  l e g i s l a t u r e  for 
a c t i o n ,  a n y  s t u d y  m u s t  b e  c a r r i e d  to the f e a s i b i l i t y  s t a g e ,  a n d  of 
A S  4 4 . 8 3 . 1 7 7 ( 4 ) ,  w h i c h  r e q u i r e s  p u b l i c  i n p u t  i n  r e c o n n a i s s a n c e  
s t u d i e s .  I n  a n y  c a s e ,  A P A  h a s  n o t  f o l l o w e d  m a n d a t e d  p r o c e d u r e s  a n d  
is in a l e g a l l y  u n t e n a b l e  p o s i t i o n .



We o f  N E I C R  d o  n o t  m e a n  t o  b e  p i c k i n g  a t  s e m a n t i c  n i t s .  T h i s  i s  
m o r e  t h a n  a s i m p l e  m i s n a m i n g  o f  a d o c u m e n t .  W e  f e e l  t h r e a t e n e d  b y  
t h e  l a c k  o f  p u b l i c  i n p u t  i n t o  t h e  R a i l b e l t  I n t e r t i e  F e a s i b i l i t y  
S t u d y  a n d  b y  A P A ' s  f a i l u r e  t o  f o l l o w  m a n d a t e d  p r o c e d u r e s  i n  t h e  
s t u d y  p r o c e s s .  We f e a r  t h a t  A P A  m a y ,  i n  t h e  f u t u r e ,  f a i l  a g a i n  t o  
f o l l o w  A l a s k a  s t a t u t e s .  We f e e l  t h a t  t h e  i n t e n t  a n d  p o s s i b l y  t h e  
l e t t e r  o f  A l a s k a  S t a t e  L a w  w a s  v i o l a t e d  b y  t h e  p r e p a r a t i o n  o f  t h e  
R a i l b e l t  I n t e r t i e  F e a s i b i l i t y  S t u d y .  AS  4 4 . 8 3 . 1 7 7 ( 4 )  r e q u i r e s  t h a t  
s u c h  f e a s i b i l i t y  s t u d i e s  p r o v i d e  f o r  p u b l i c  i n p u t  t h r o u g h  " c o m m e n t  
f r o m  r e s i d e n t s  o f  t h e  c o m m u n i t y  a n d  a d j a c e n t  a r e a "  d u r i n g  t h e  
r e c o n n a i s s a n c e  p h a s e  o f  t h e  s t u d y .  T h i s  s i m p l y  w a s  n o t  d o n e .  C a l l i n g  
t h e  R a i l b e l t  I n t e r t i e  F e a s i b i l i t y  S t u d y  a r e c o n n a i s s a n c e  s t u d y  
c h a n g e s  n o n e  o f  t h e  f a c t s .

T h e  o b j e c t i o n a b l e  m a t t e ; :  i n  t h i s  c a s e  i s  t h e  R a i l b e l t  I n t e r t i e  
F e a s i b i l i t y  S t u d y ,  b u t  we  a r e  r e a l l y  d i s g u s t e d  w i t h  t h e  a c t i o n s  a n d  
a t t i t u d 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 t ' s  o f f i c i a l s .

S i n c e r e l y ,

r u m  w c i y n u
V i c e  C h a i r  P e r s o n  N E I C R ,  H C 0 3 ,  B o x  8 4 9 6 ,  P a l m e r ,  AK  9 9 6 4 5 ,  7 4 5 - 4 7 6 3  
J a m e s  C o l v e r ,  C o  C h a i r  P e r s o n ,  7 4 5 - 8 4 7 4  
S t a n  G i l l e s p i e ,  C o  C h a i r  P e r s o n ,  7 4 5 - 4 2 0 3
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RESOLUTION //11 -0309

A RESOLUTION URGING SUPPORT FOR INTERTIE 
CONSTRUCTION USING RAILBELT ENERGY FUNDS

t h e  R a i l b e l t  E n e r g y  F u n d  w a s  o r i g i n a l l y  a p p r o p r i a t e d  
t o  be u s e d  e x c l u s i v e l y  t o  m e e t  t h e  e n e r g y  n e e d s  o f  
A l a s k a n s  in the r a i l b e l t  r e g i o n ,  a n d

A l a s k a n s  in o t h e r  r e g i o n s  o f  the s t a t e  c o n t i n u e  to 

e n j o y  t h e  b e n e f i t s  o f  s t a t e - f i n a n c e d  e n e r g y  p r o j e c t s  
a n d  t h e  B u s h  c o n t i n u e s  t o  r e c e i v e  a n n u a l  e n e r g y  c o s t  
s u b s i d i e s  t h r o u g h  t h e  P o w e r  C o s t  E q u a l i z a t i o n  

p r o g r a m ,  a n d

t h e  R a i l b e l t  E n e r g y  F u n d  is in d a n g e r  o f  b e i n g  
d i v e r t e d  a l m o s t  e n t i r e l y  t o  u s e s  o t h e r  t h a n  i t s 
o r i g i n a l  p u r p o s e  u n l e s s  i t  is a p p r o p r i a t e d  f o r  
R a i l b e l t  e n e r g y  p r o j e c t s  t h i s  l e g i s l a t i v e  s e s s i o n ,  

a n d

t h e  a a i l b e l t  E n e r g y  C o u n c i l  e n d o r s e d  u s e  o f  a 

pc .,ion o f  the R a i l b e l t  E n e r g y  F u n d  to u p g r a d e  t h e  
A n c h o r a g e - F a i r b a n k s  e l e c t r i c a l  i n t e r t i e  s y s t e m ,  
i n c l u d i n g  c o n s t r u c t i o n  o f  a n e w  t r a n s m i s s i o n  l i n e  

b e t w e e n  F a i r b a n k s  a n d  H e a l y ,  a n d

b e c a u s e  o f  l i m i t e d  i n t e r t i e  c a p a b i l i t y  b e t w e e n  
F a i r b a n k s  a n d  A n c h o r a g 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  is c u r r e n t l y  r e q u i r e d  t o  o p e r a t e  o i l -  
f i r e d  g e n e r a t i o n  to m e e t  l o a d  w h e n e v e r  t e m p e r a t u r e s  

a r e  b e l o w  - 1 0  d e g r e e s  F, a n d

a n e w  e l e c t r i c a l  t r a n s m i s s i o n  l i n e  b e t w e e n  H e a l y  a n d  

F a i r b a n k s  w i l l  e n a b l e  t h e  U s i b e l l i  c o g e n e r a t i o n  
p r o j e c t  to d e l i v e r  i t s  f u l l  o u t p u t  to the F a i r b a n k s  

e l e c t r i c a l  l o a d  c e n t e r ,  a n d

t h e  o r i g i n a l  e s t i m a t e  f o r  t h e  A n c h o r a g e  to F a i r b a n k s  
2 3 0  k V  t r a n s m i s s i o n  u p g r a d e  w a s  $ 1 1 8  m i l l i o n ,  a n d

t h e  u t i l i t i e s  h a v e  b e e n  a s k e d  by k e y  l e g i s l a t o r s  to 

r e d u c e  t h e i r  r e q u e s t  f o r  i n t e r t i e  f u n d i n g  in 
r e c o g n i t i o n  of s t a t e  f i n a n c i a l  d i f f i c u l t i e s ,  a n d

Chamber <>l C o m i n n o
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W H E R E A S ,  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 ,  w o r k i n g  w i t h  
t h e  A l a s k a  P o w e r  A u t h o r i t y ,  h a s  r e d u c e d  t h e i r
r e q u e s t  f o r  t h e  A n c h o r a g e - F a i r b a n k s  i n t e r t i e  u p g r a d e  
f r o m  $ 1 1 8  m i l l i o n  t o  a p p r o x i m a t e l y  $ 6 0  m i l l i o n  b y  
r e d u c i n g  d e s i g n  v o l t a g e  f r o m  2 3 0  kV  t o  1 3 8  k V  a n d  b y  
e l i m i n a t i n g  t h e  r e q u e s t  f o r  a n e w  t r a n s m i s s i o n  l i n e  
b e t w e e n  W a s i l l a  a n d  W i l l o w ;

NOW, T H E R E F O R E  B E  I T  R E S O L V E D ,  t h a t  t h e  G r e a t e r  F a i r b a n k s
C h a m b e r  o f  C o m m e r c e  u r g e s  t h e  G o v e r n o r  a n d  t h e  
l e g i s l a t u r e  t o  s u p p o r t  a n  a p p r o p r i a t i o n  o f  $ 6 0  
m i l l i o n  f r o m  t h e  R a i l b e l t  E n e r g y  F u n d  t o  t h e  A l a s k a  
P o w e r  A u t h o r i t y  f o r  c o n s t r u c t i o n  o f  a n e w  1 3 8  kV  
l i n e  b e t w e e n  H e a l y  a n d  F a i r b a n k s  a n d  t h e  a d d i t i o n  o f  
c o n s t r u c t i o n  o f  a n e w  1 3 8  kV l i n e  b e t w e e n  H e a l y  a n d  
F a i r b a n k s  a n d  t h e  a d d i t i o n  o f  v o l t a g e  c o m p e n s a t i o n  
o n  t h e  e x i s t i n g  A n c h o r a g e - F a i r b a n k s  t r a n s m i s s i o n  
s v s t e m .

D i s t r i b u t i o n :
G o v e r n o r  S t e v e  C o w p e r
M e m b e r s ,  A l a s k a  S t a t e  S e n a t e
M e m b e r s ,  A l a s k a  S t a t e  H o u s e
R o b e r t  L e R e s c h e ,  A l a s k a  P o w e r  A u t h o r i t y
D a v e  H u t c h e n s ,  A l a s k a  R u r a l  E l e c t r i f i c a t i o n  A s s n .
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RESOLUTION #10-0389

RESOLUTION URGING THE LEGISLATURE TO SUPPORT AN APPROPRIATION 
OF $30 MILLION FROM THE RAILBELT ENERGY FUND TO ENHANCE THE 
OPPORTUNITY OF SECURING FEDERAL CLEAN COAL FUNDS IN 1989

W H E R E A S ,  t h e  H e a l y  C o g e n e r a t i o n  P r o j e c t  (HCP) is a
p r o s p e c t i v e  s i g n i f i c a n t  d e v e l o p m e n t  in A l a s k a ' s  
e c o n o m i c a l l y  d e p r e s s e d  R a i l b e l t  R e g i o n ;  a n d

W H E R E A S ,  t h e  HCP, c o m p r i s i n g  a 5 0  M W  h i g h - t e c h n o l o g y  c o a l -  
f i r e d  p o w e r p l a n t  a n d  a c o a l  p r o c e s s i n g  ( d r y i n g )  
p l a n t  w h i c h  w i l l  p r o d u c e  5 0 0 , 0 0 0  t o n s  o f  p r e m i u m  
f u e l  p e r  y e a r ,  w i l l  b r i n g  m a j o r  e c o n o m i c  b e n e f i t s  to 
A l a s k a  a n d  t h e  R a i l b e l t  r e g i o n  in p a r t i c u l a r ;  a n d

W H E R E A S ,  t h e  H C P  w i l l  u t i l i z e  a n d  p r o m o t e  t h e  i n c r e a s e d  a n d  

w i s e  use o f  A l a s k a ' s  m o s t  a b u n d a n t  n o n - r e n e w a b l e  
r e s o u r c e  - C o a l  - in a n  e n v i r o n m e n t a l l y  s o u n d  a n d  

e f f i c i e n t  m a n n e r ;  a n d

W H E R E A S ,  t h e  H C P  w i l l  c r e a t e  a t  l e a s t  1 3 0  d i r e c t  l o n g - t e r m  
q u a l i t y  j o b s  as w e l l  as n u m e r o u s  i n d i r e c t  j o b s  
e x c l u s i v e  o f  a c o n s t r u c t i o n  f o r c e  w h i c h  c o u l d  p e a k  

a t  300, a n d

W H E R E A S ,  t h e  H C P  c o u l d  be a p r o t o t y p e  d e v e l o p m e n t  l e a d i n g  to 

b r o a d  c o m m e r c i a l i z a t i o n  o f  c o a l - d r y i n g  
(b e n e f i c i a t i o n )  t e c h n o l o g y  to p r o d u c e  l a r g e  v o l u m e s  
o f  p r e m i u m  l o w - s u l f u r  f u e l  h a v i n g  g r e a t  p o t e n t i a l  in 

e x p o r t  m a r k e t s ;  a n d

W H E R E A S ,  t h e  e l e c t r i c a l  p o w e r  to be p r o d u c e d  f r o m  the H C P
w i l l  be u s e d  in t h e  N o r t h e r n  R a i l b e l t  to m e e t  p o w e r  
r e q u i r e m e n t s  a n d  s u p p o r t  e c o n o m i c  e x p a n s i o n  in the 

r e g i o n ;  a n d

W H E R E A S ,  t h e  B o a r d  o f  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  is 

s u p p o r t i v e  o f  t h e  H C P  c o n s t r u c t i o n  u s i n g  f e d e r a l ,  
s t a t e  a n d  p r i v a t e  f i n a n c i n g  to p r o v i d e  a l o n g - t e r m  

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

e l e c t r i c a l  p o w e r ;  a n d

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



W H E R E A S ,  t h e  p r o j e c t  s p o n s o r s  a r e  b e i n g  e n c o u r a g e d  to s u b m i t

t h e  H C P  f o r  p o s s i b l e  f e d e r a l  f u n d i n g  u n d e r  t h e  
D e p a r t m e n t  of E n e r g y  C l e a n  C o a l  T e c h n o l o g y  P r o g r a m ;  
a n d

W H E R E A S ,  c h a n c e s  o f  o b t a i n i n g  f e d e r a l  c l e a n  c o a l  f u n d s ,  w h i c h
c o u i d  a p p r o x i m a t e  $ 5 5  m i l l i o n  f o r  t h e  H C P ,  w i l l  be 
g r e a t l y  e n h a n c e d  by the d e m o n s t r a t i o n  o f  s t r o n g  
p o l i t i c a l  a n d  f i n a n c i a l  s u p p o r t  f o r  t h e  H C P  f r o m  t h e  

S t a t e  o f  A l a s k a ;  a n d

W H E R E A S ,  t h e  H C P  is a n  e n e r g y  p r o d u c i n g  p r o j e c t  l o c a t e d  in 

t h e  R a i l b e l t .

N O W ,  T H E R E F O R E  B E  IT R E S O L V E D  t h a t  t h e  G r e a t e r  F a i r b a n k s
C h a m b e r  o f  C o m m e r c e  u r g e s  t h e  G o v e r n o r  a n d  
L e g i s l a t u r e  to s u p p o r t  a n  a p p r o p r i a t i o n  o f  $ 3 0  
m i l l i o n  f r o m  t h e  R a i l b e l t  E n e r g y  F u n d  to e n h a n c e  t h e  

o p p o r t u n i t y  o f  s e c u r i n g  f e d e r a l  c l e a n  c o a l  f u n d s  in 
1 9 8 9  f o r  t h i s  v e r y  i m p o r t a n t  e c o n o m i c  d e v e l o p m e n t  

p r o j e c t .
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M a r c h  6, 1 9 9 0

S e n a t o r  D i c k  E l i a s o n  
S t a t e  o f  A l a s k a  S e n a t e  
P.O. B o x  V 
J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  E l i a s o n :

A s  y o u  a r e  a w a r e ,  t h e  R a i l b e l t  E n e r g y  F u n d  w a s  e s t a b l i s h e d  in 
t h e  e a r l y  1 9 8 0’s a s  a s a v i n g s  a c c o u n t  t o  p r o v i d e  l o w e r  c o s t  a n d  r e­
l i a b l e  e l e c t r i c a l  e n e r g y  t o  t h e  R a i l b e l t  a r e a .  All o t h e r  a r e a s  of  
t h e  S t a t e  o f  A l a s k a  r e c e i v e d  s i m i l a r  g r a n t s  w h i c h  h a v e  b e e n  s p e n t  
on h y d r o - e l e c t r i c a l  p r o j e c t s  w i t h  t h e  e x c e p t i o n  o f  t h o s e  a r e a s  
w h i c h  h a d  n o  h y d r o - e l e c t r i c  p o t e n t i a l  a n d  t h o s e  a r e a s  w e r e  g r a n t e d  
f u n d s  t h r o u g h  t h e  P o w e r  P r o d u c t i o n  A s s i s t a n c e  P r o g r a m .

W e  w o u l d  l i k e  t o  s e e  t h i s  fu n d  r e m a i n  a v a i l a b l e  for i t s  

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

c o n c e r n s .  Y o u r  s u p p o r t  for t h e  u p g r a d e  of t h e  S o l d o t n a  t o  A n c h o r ­
a g e  a n d  t h e  H e a l y  t o  F a i r b a n k s  e l e c t r i c a l  i n t e r t i e  p r o j e c t s  will  
g r e a t l y  h e l p  t o  s t a b i l i z e  t h e  c o s t  a n d  p r o v i d e  r e l i a b l e  e l e c t r i c a l  
e n e r g y  w i t h i n  t h e  R a i l b e l t  a r e a  f r o m  F a i r b a n k s  t o  S e w a r d / H o m e r  a n d  
all p o i n t s  in b e t w e e n .  D o n ’t let t h i s  fu n d  d i s a p p e a r ,  l e a v i n g  t h e  
R a i l b e l t  a r e a  w i t h  n o  a l t e r n a t i v e s  t o  h i g h  e n e r g y  c o s t s .  P l e a s e  

w o r k  w i t h  u s  t o  p r o t e c t  t h i s  fund.

S i n c e r e l y ,

l3RFfSLE Al D A S S O C I A T E S ,  INC.

R o b e r t  M. H e r m a n  
P r e s i  d e n t

RMHs j ft



M a r c h  3 1 r 1989

S e n a t o r  D i c k  E l i a s o n  
P. 0. B o x  V
J u n e a u ,  A K  9 9 8 1 1 - 3 1 0 0

D e a r  S e n a t o r ,

E n c l o s e d  is a c o p y  o f  a l e t t e r  s e n t  t o  A l a s k a  P o w e r  
A t h o r i t y  in J u n e a u  a l o n g  w i t h  a R e s o l u t i o n  of N E I C R  
( N o r t h e a s t  I n t e r - T i e  C o n c e r n e d  R e s i d e n t s ) ,  r e s i d e n t s  
n e a r  t h e  M a t a n u s k a  G l a c i e r .

T h e  m a t t e r  of an intei— t i e  p o w e r  l i n e  b e i n g  p l a c e d  in 
t h e  s i g h t  o f  t h e  M a t a n u s k a  R i v e r  V a l l e y  is o f  g r a v e  
c o n c e r n  t o  u s  a n d  w e  r e q u e s t  y o u r  a s s i s t a n c e  in t h e  

m a t t e r .

T h e  e n c l o s e d  m a t e r i a l  is i n f o r m a t i o n  t o  a s s i s t  y o u  in 
m a k i n g  i n t e l l i g e n t  d e c i s i o n s  in t h e  d a y s  t o  c o m e .  T h i s  
m a t t e r  is n o t  a s m a l l  o n e  w h e n  it a f f e c t s  life, 
p r o p e r t y ,  a n d  t h e  f u t u r e  o f  o n e  o f  o u r  m a i n  i n d u s t r i e s  
in t h e  S t a t e ,  t h a t  b e i n g  t o u r i s m .

T h a n k  y o u  f o r  y o u r  t i m e  g i v e n  t o  t h i s  m a t t e r  a n d  w e  w i l l  
a p p r e c i a t e  a n y  c o m m u n i c a t i o n  y o u  c a n  g i v e  us at t h i s  

time.

S t a n  G i l l e s p i e  
C o - C h a i r  P e r s o n  of N E I C R  
H C 0 3 ,  B o x  8 3 9 2
P a l m e r ,  A K  9 9 6 4 5 - 9 4 0 5  7 4 5 - 4 2 0 3

J a m e s  C o l v e r ,  C o - C h a i r  P e r s o n  7 4 5 - 8 4 7 4  
Torn W r i g h t ,  V i c e  C h a i r  P e r s o n  7 4 5 - 4 7 6 3

E n c l o s u r e s

mg
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M a r c h  31, 1989

Alaska Power Authority 
P. 0. Box AM 
Juneau, AK 99811

Attention: Bob LeResche, Director

Dear Mr. LeResche,

On March 30, 1989 at 7:00 PM, a meeting of N. E. I. C. R. (North 
East Inter-Tie Concerned Residents) representing Glacier View, 
Victory and Sheep Mountain was held. This meeting also Included 
residents from Chickaloon, Eureka, and Nelchlna.

During this meeting, the enclosed Resolution was ratified repre­
senting the feelings of this very well attended meeting. There 

was also a good cross-section of these communities from Mile 70 

to Mile 140 of the Glenn Highway.

On March 30th at 12:00 noon a representative of your office hur­
riedly set up a meeting for April 11, 1989 at 8:30 PM to discuss 
the "New Comprehensive Study". This was the first communication 
for a meeting from your office. We request that a full discussion 
of your response to the enclosed Resolution be dealt with at that 

time and also a response in written form.

It is not our intent to disrupt the Northeast Inter-Tie or either 
of the two present line extensions: one at Sheep Mountain with
Copper Valley and the second at Fish Lake near Chickaloon with 
Matanuska Electrical Association. It is our intent to develop a 
dialogue to see our concern of the Northeast Inter-Tie out of 
sight and presence in the beautiful Matanuska River Valley dealt 

with.

We are looking forward to your quick response and future dialogue. 

Sincerely,

S tan  G i l l e s p i e
C o -C h a i r  Person o f  N . E . I . C . R  
745-4203

James Colver, Co-Chair Person 745-8474 

Tom Wright, Vice Chair Person 745-4763



RESOLUTION Serial #89-1

W e  s u b m i t  t h e  f o l l o w i n g  r e s o l u t i o n  f o r  t h e  p u r p o s e  of 
r e r o u t i n g  t h e  p r o p o s e d  N o r t h e a s t  I n t e r t i e  o u t  of t h e  M a t a n u s k a  
R i v e r  V a l l e y  c o r r i d o r  and i n t o  t h e  v a l l e y  c o r r i d o r s  i m m e d i a t e l y  
b e h i n d  t h e  m o u n t a i n s  on t h e  n o r t h  s i d e  of t h e  h i g h w a y  w h e r e  
a p p l i c a b l e ,  and b e y o n d  t h e  v i s u a l  r a n g e  in t h e  o t h e r  a r e a s  w h e r e  
a p p r o p r i  ate.

L e t  it b e  k n o w n  t h a t  w e  a r e  n o t  a g a i n s t  t h e  i n s t a l l a t i o n  of 
t h e  i n t e r t i e  p o ^ e r l i n e .  I n d e e d ,  w e  s i n c e r e l y  s e e k  t o  e s t a b l i s h  
an a v e n u e  o f  c o m m u n i c a t i o n  w h e r e a s  we, t h e  N o r t h  E a s t  Intel— t i e  
C o n c e r n e d  R e s i d e n t s  ( N E I C R )  a n d  t h e  A l a s k a  P o w e r  A u t h o r i t y  (APA), 
m a y  w o r k  a m i c a b l y  t o g e t h e r  t o w a r d  a m o r e  f a v o r a b l e  r e r o u t i n g  
p r o c e s s ,  c u l m i n a t i n g  in a m u t u a l l y  b e n e f i c i a l  s o l u t i o n .

H o w e v e r ,  let it a l s o  b e  k n o w n  t h a t  t h e  A P A  h a s  beien r e m i s s  
in its o b l i g a t i o n s  t o  t h e  c i t i z e n s  o f  t h e  s t a t e  o f  A l a s k a ,  
s p e c i f i c a l l y  t h e  r e s i d e n t s  l i v i n g  a l o n g  t h e  G l e n n  H w y . , in t h a t  
t h e  r e s i d e n t s ,  t o  t h i s  d a t e ,  h a v e  n o t  b e e n  i n f o r m e d  in a n y  way, 
n o r  h a s  A P A  m a d e  a n y  a t t e m p t  t o  d o  s o  , of t h e  d e s i g n i n g  o r  
r o u t i n g  p l a n s  and p r o c e d u r e s  o f  t h i s  p r o p o s e d  p o w e r  line, and 
t h a t  w e  h a v e  b e e n  u n s u c c e s s f u l  in a c q u i r i n g  a c c u r a t e ,  
u n c o n t r a d i c t o r y ,  and t i m e l y  i n f o r m a t i o n  w h e n  w e  h a v e  a.ttempted t o  
c o n t a c t  p e r t i n e n t  a g e n c i e s ,  and tha t ,  t h e r e f o r e ,  w e  b e d i e v e  o u r  
l e g a l  r i g h t s  h a v e  b e e n  u s u r p e d ,  and tJ at t h e  l a w - g i v e n  r u l e s  of 
p r o c e d u r e  h a v e  b e e n  m i s c a r r i e d ,  p u r s u a n t  t o  t h e  f o l l o w i n g  A l a s k a  
S t a t u t e s  ( A S ) :

A S 4 4 . 6 2 . 3 1 0  A g e n c y  m e e t i n g s  p u b l i s h e d .
"All m e e t i n g s . . . a r e  o p e n  t o  t h e  p u b l i c . . . "

A S 4 4 . 6 2 . 3 1 2  S t a t e  p o l i c y  r e g a r d i n g  m e e t i n g s .
( 2 )  " . . . a c t i o n s  o f  t h o s e  u n i t s  [i.e. A P A ]  b e  t a k e n  o p e n l y  

a n d  t h a t  t h e i r  d e l i b e r a t i o n s  b e  c o n d u c t e d  o p e n l y . "
( 4 )  " T h e  p e o p l e . . . d o  n o t  g i v e  t h e i r  p u b l i c  s e r v a n t s  [i.e. 

A P A ]  t h e  r i g h t  t o  d e c i d e  w h a t  is g o o d  f o r  t h e  p e o p l e  t o  k n o w  and  
w h a t  is n o t  g o o d  f o r  t h e m  t o  k n o w . "

( 5 )  " T h e  p e o p l e ' s  r i g h t  t o  r e m a i n  i n f o r m e d  s h a l l  b e  
p r o t e c t e d  s o  t h a t  t h e y  m a y  r e t a i n  c o n t r o l  o v e r  t h e  i n s t r u m e n t s  
t h e y  h a v e  c r e a t e d . "

A S 4 4 . 8 2 . 2 2 0 .  P u b l i c  r e c o r d s ^  o p e n  m e e t i n g s .
" T h e  a u t h o r i t y  [i.e. A P A ]  s h a l l  p u b l i s h  a p r o p o s e d  a g e n d a  

o f  it ' s  m e e t i n g s  and a f f c r d  t h e  p u b l i c  a n  o p p o r t u n i t y  t o  be h e a r d  
in a c c o r d a n c e  w i t h  A S 4 4 . 6 2 . 3 1 2 . "

and, w h e r e a s  t h e  A P A  is r e q u i r e d  at t h e  r e c o n n a i s s a n c e  s t u d y  
p h a s e  t o  " i n c l u d e  p u b l i c  c o m m e n t  f r o m  r e s i d e n t s  o f  t h e  c o m m u n i t y  
a n d  a d j a c e n t  a r e a "  ( a s  p e r  A S 4 4 . 8 3 . 1 7 7 .  [4] R e c o n n a i s s a n c e  
s t u d y .  )

and, w h e r e a s  t h e  APA, b y  w h i c h  t h e y  a r e  r e q u i r e d  by l a w  t o

( 1 )



d o  60 p u r s u a n t  t o  A S 4 4 . 8 3 . 1 7 7  ( a )  " . . . t h e  a u t h o r i t y  
s h a l 1... c o m p l e t e  a r e c o n n a i s s a n c e  s t u d y  f o r  e a c h  p r o p o s e d  n e w  
p o w e r  p r o j e c t  o r  c o m b i n a t i o n  of p r o j e c t s "  ( t h e r e  a r e  n o  
e x c e p t i o n s  m e n t i o n e d  w i t h i n  t h i s  law),

and, w h e r e a s  t h e  r e c o n n a i s s a n c e  s t u d y  p h a s e  is t o  p r e c e d e  
t h e  f e a s i b i l i t y  s t u d y  p h a s e  ( i n t o  w h i c h  t h e  A P A  is c u r r e n t l y  
a c t i n g  u p o n ) ,

and, w h e r e a s  in r e c o g n i t i o n  o f  t h e  A P A ' s  p o w e r  of e m i n e n t  
d o m a i n  a6 g r a n t e d  t h e m  by s e c t i o n  a s 4 4 - 8 3 - 0 8 0  i n a c c o r d a n c e  w i t h  
A S 0 9 . 5 5 . 2 4 0 - 0 9 . 5 5 . 4 6 0 ,

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

I. D e c l a r e ,  and g i v e  r e a s o n s  for, o u t  d e s i r e  t o  r e r o u t e  t h e  
i n t e r - t  ie.

II. S u b m i t  o u r  o w n  r o u t e  p r o p o s a l .
III. I n i t i a t e  a n u m b e r  o f  r e q u i r e m e n t s  a n d  g u a r a n t e e s  in 

a c c o r d a n c e  w i t h  o u r  r i g h t  t o  d o  s o  u n d e r  t h e  A l a s k a  laws.

I* P s a s o n 6  f o r  r e r o u t i n g .
A. S c e n i c  and Tourism*.

1. S c e n i c  q u a l i t i e s  d i s r u p t e d ,  d u e  to r i g h t - o f - w a y  
c l e a r i n g s ,  and s t e e l  t o w e r  a n d  l i n e  p l a c e m e n t s .

2. T o u r i s m  a d v e r s e l y  a f f e c t e d ,  d u e  t o  d i s r u p t e d  
s c e n i c  q u a l i t i e s .

a. M a t - S u  C o n v e n t i o n  and V i s i t o r s  B u r e a u ' s  
e f f o r t s  t o  d e s i g n a t e  t h e  " G o l d e n  C i r c l e "  r o u t e ,  of w h i c h  t h e  
G l e n n  Hwy. is a m a j o r  p o r t i o n  of, w o u l d  b e  s e r i o u s l y  d a m a g e d ,  
a g a i n  h u r t i n g  t o u r i s m .

3. L o c a l  b u s i n e s s e s ,  t h e r e f o r e ,  w o u l d  a l s o  b e  
a d v e r s e l y  a f f o c t e d ,  d u e  t o  a d e c r e a s e  in h i g h w a y  t o u r i n g  use.

B . E f f e c t s  u p o n  r e s i d e n t s .
1. R e l o c a t i o n  o f  r e s i d e n t s ,  d u e  t o  c l o s e  p r o x i m i t y  

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

2. R e l o c a t i o n  o f  b u s i n e s s e s ,  o r  t h e  s a m e  r e a s o n s
as a b o v e .

3. D e c r e a s e  in p r o p e r t y  v a l u e s ,  f o r  t h e  s a m e  
r e a s o n s  as a b o v e .

4. P o s s i b l e  c o m m u n i c a t i o n s  i n t e r f e r e n c e .
5. I n c r e a s e d  a c t i v i t i e s  a l o n g  p o w e r l i n e  

r i g h t - o f - w a y .  r e s u l t i n g  in a p o t e n t i a l l y  u n p l e a s a n t  a n d  d a n g e r o u s  
e n v i r o n m e n t ,  d u e  t o  i n c r e a s e s  in f i r e a r m  use, A T V  use, a n d  n o i s e  
l e v e l s  a s s o c i a t e d  w i t h  t h e s e  a c t i v i t i e s .  T h e  Jan. 27th, 1 9 8 9  
F e a s i b i l i t y  S t u d y  w a r n s  t o  t h a t  a f f e c t  in s e c  IX> p . 7, " T h e r e  is 

p o t e n t i a l  f o r  i n c r e a s e d  h u n t i n g  and f i s h i n g  d u e  t o  a c c e s s  f o r m  
r i g h t - o f - w a y . "

C. H e a l t h  hazards..
1. H i g h e r  r i s k s  of l e u k e m i a  ( e s p e c i a l l y  in 

c h i l d r e n ) ,  b r a i n  c a n c e r ,  a n d  v a r i o u s  b r a i n  d i s f u n c t i o n s .
A b u n d a n t ,  e c l e c t i c ,  r e c e n t  r e s e a r c h  v e r y  s t r o n g l y  c o r r e l a t e s  
e x t r e m e l y  l o w  f r e q u e n c y  ( E L F )  r a d i a t i o n ,  s u c h  as g i v e n  o f f  by 
h i g h - p o w e r e d  e l e c t r i c  lines, w i t h  a b n o r m a l l y  h i g h  i n c i d e n c e s  of 
all o f  t h e  a b o v e  m e n t i o n e d  m a l a d i e s .  T h e  APA, as s t a t e d  in its
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F e a s i b i l i t y  S t u d y ,  h a d  d e c i d e d  t o  d i s r e g a r d  a n y  p o t e n t i a l  h e a l t h  
h a z a r d  c o n c e r n s  in a n y  f u r t h e r  r e p o r t s ,  b a s e d  e n t i r e l y  u p o n  a 
s i n g l e ,  a n t i q u a t e d  r e p o r t  i s s u e d  b y  t h e  Dept., of E n e r g y
(.19^2j. W e  b e l i e v e  t h e  m o r e  r e c e n t  r e s e a r c h  d e m o n s t r a t e s  e n o u g h  
e v i d e n c e  of h e a l t h  p r o b l e m s  t o  c a l l  i n t o  q u e s t i o n  t h e  w i s d o m  of 
A P A ' s  d e c i s i o n ,  t h a t  t h e  e v i d e n c e  s h o u l d  n o t  b e  a v o i d e d ,  n o r  
d i s r e g a r d e d ,  s o  e a s i l y ,  and t h a t ,  at t h e  v e r y  least, it w a r r a n t s  
f u r t h e r  c o n s i d e r a t i o n .

II. O u r  p o w e r l i n e  p r o p o s a l .
A. ( s e e  e x h i b i t  A. o f  a t t a c h e d  s h e e t s  f o r  m a p s  and

r o u t e s ).
B. T h e  r o u t e  g e n e r a l l y  r u n s  f r o m  S u t t o n  t o  G u n s i g h t  Mt. 

b e h i n d  t h e  T a l k e e t n a  m o u n t a i n s  i m m e d i a t e l y  f a c i n g  t h e  h i g h w a y  
f r o m  t h e  n o r t h ,  and f o l l o w s  v a r i o u s  v a l l e y  c o r r i d o r s  t h e r e i n .
F r o m  G u n s i g h t  Mt. on, it g e n e r a l l y  s h o u l d  r e m a i n  f a r  e n o u g h  a w a y  
f r o m  t h e  h i g h w a y  s o  as n o t  t o  b e  v i s u a l l y  d i s r u p t i v e ,  o r  b e  of 
m u c h  c o n s e q u e n c e  t o  h u m a n s  h e a l t h w i s e .
( s e e  e x h i b i t  B. of a t t a c h e d  s h e e t s  f o r  m o r e  d e t a i l e d  
d e s c r i p t i o n s ).

C. T h i s  n e w  p r o p o s e d  r o u t e  is m o r e  f a v o r a b l e  f o r  t h e  
f o l l o w i n g  r e a s o n s :

1. It is s h o r t e r  t h a n  t h e  A P A ’s p r o p o s e d  N o r t h w e s t  
and S o u t h e a s t  r o u t e s ,  d u e  t o  a m o r e  d i r e c t ,  l e s s  e n c u m b e r e d ,  and 
s t r a i g h t e r  r o u t e .

2. It h a s  f e w e r  p o t e n t i a l  a v a l a n c h e  h a z a r d s .
3. M u c h ,  o r  m o s t  o f  t h e  r o u t e  is o n  a l r e a d y  e x i s t i n g  

r o a d s  o r  t r a i l s ,  and t r a v e r s e s  h i g h - g r o u n d  a r e a s  in t h e  T a l k e e t n a  
m o u n t a i n s ,  c o n s i s t i n g  m o s t l y  o f  t r e e l e s s  a n d / o r  l o w  b r u s h  o r  
t u n d r a  v e g e t a t i o n ,  t h u s  a f f o r d i n g  m i n i m a l  c l e a r i n g  and 
e l i m i n a t i n g  m u c h  f u t u r e  v e g e t a t i o n  c o n t r o l .

5. T h e  s c e n i c  v i e w  and h e a l t h  h a z a r d  c o n s e q u e n c e s  
w o u l d  ue v i r t u a l l y  n e g l i g i b l e .

W h e r e u p o n  w e  d e c l a r e

III. O u r  r e q u i r e m e n t s  a n d  g u a r a n t e e s .
A. W e  r e q u i r e  r e p r e s e n t a t i o n  b y  a n  i n d i v i d u a l ,  o r  

i n d i v i d u a l s ,  a p p r o v e d  b y  t h e  N E I C R ,  f o r  t h e  p u r p o s e  of r e v i e w i n g  
and a p p r o v i n g  all r e s e a r c h  d e s i g n s ,  a c t i v e l y  p a r t i c i p a t i n g  in 
f i e l d  i n v e s t i g a t i o n s ,  a t t e n d i n g  all m e e t i n g s  r e l a t i n g  t o  a n y  
m a t t e r s  c o n c e r n i n g  t h e  p r o p o s e d  N o r t h e a s t  I n t e r - t i e ,  o r  at l e a s t  

h a v i n g  t h e  o p p o r t u n i t y  t o  d o  s o  f o r  all of t h e  above.
B. A  g u a r a n t e e  o f  a m p l e  n o t i f i c a t i o n  o f  all m e e t i n g s  o r

a c t i o n s  r e l a t i n g  t o  t h e  p r o p o s e d  N o r t h e a s t  I n t e r - t i e ,  p u r s u a n t  t o  

A l a s k a  S t a t e  Law.
C. A g u a r a n t e e  of p u b l i c  p a r t i c i p a t i o n  in a n y  a n d  all 

m a t t e r s  p e r t a i n i n g  t o  t h e  r o u t i n g  a n d / o r  d e s i g n  of t h e  N o t h e a s t  

I n t e r - t i e ,  p u r s u a n t  t o  A l a s k a  S t a t e  Law.
D. A g u a r a n t e e  t h a t  t h e  A P A  w i l l  a b a n d o n  f o r  e v e r  its

p r o p o s e d  r o u t e s ,  s p e c i f i c a l l y  t h e  s e g m e n t s  t h a t  t r a v e r s e  t h r o u g h  
r e s i d e n t i a l  c o m m u n i t i e s ,  a l o n g  t h e  G l e n n  Hwy. r o u t e ,  ad 
i n f i n i t u m ,  and t h a t  t h e  A P A  w i l l  e n d e a v o r  t o  e a r n e s t l y  and
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h o n e s t l y  w o r k  w i t h  t h e  r e s i d e n t s  of t h e  h i g h w a y  t o  p l a n  a m o r e  
f a v o r a b l e  r o u t e .

E. T h a t  t h e  A P A  N o r t h e a s t  T a n s m i s s i o n  I n t e r - t i e  
F e a s i b i l i t y  D e s i g n  a n d  c o s t  E s t i m a t e  S t u d y ,  and a n y  s u b s e q u e n t ,  
u p d a t e d  d r a f t  o r  r e p o r t s  t h e r e o f ,  b e  a m e n d e d  t o  r e f l e c t  a n d  
a c c o m m o d a t e  t h e  a f o r e m e n t i o n e d  p r o p o s a l s ,  s u g g e s t i o n s ,  and 
c o n c e r n s  of t h e  r e s i d e n t s .

F. T h a t  a m e e t i n g  b e  a r r a n g e d  a n d  c o n d u c t e d  p o s t - h a s t e  at 
t h e  G l a c i e r  V i e w  S c h o o l  w i t h  m e m b e r s  a n d / o r  r e p r e s e n t a t i v e s  of 
t h e  N E I C R  and r e p r e s e n t a t i v e s  f r o m  t h e  AP A ,  f o r  t h e  p u r p o s e  of 
d i s c u s s i n g  a n y  and all m a t t e r s  c o n c e r n i n g  t h e  r o u t i n g  o f  t h e  
N o r t h e a s t  I n t e r - t i e .

W e  e x p e c t  t h e  A P A  w i l l  r e c o g n i z e  t h a t  o u r  r o u t e  is a 
p r o p o s a l ,  and t h a t ,  t h e r e f o r e ,  w e  a r e  n o t  l i m i t e d  b y  it.

It is o f  o u r  o p i n i o n  t h a t  H a r t  C r o w s e r ,  Inc. a n d  P o w e r  
E n g i n e e r s ,  I n c . r t h e  f i r m s  r e s p o n s i b l e  f o r  c o n d u c t i n g  and d r a w i n g  
u p  t h e  f e a s i b i l i t y  s t u d y ,  o v e r e m p h a s i z e d  s y s t e m  s t u d i e s  in l i e u  
of d r a s t i c a l l y  u n d e r e m p h a s i z i n g  t h e  s e l e c t i o n  p r o c e s s  of t h e  
p h y s i c a l  r o u t e ,  as e v i d e n c e d  b y  A P A ' s  s t a t e m e n t  t h a t ,  " . . a  
s i g n i f i c a n t  p a r t  of t h e  c r i t e r i a  f o r  s e l e c t i o n  w a s  t h e  e a s e  of 
o b t a i n i n g  t h e  r i g h t - o f - w a y "  (se c .  IX p. 1 o f  t h e  f e a s i b i l i t y  
s t u d y )  and, " T o  m i n i m i z e  p o t e n t i a l  p r o b l e m s  w i t h  a c q u i r i n g  
r i g h t s - o f - w a y ... t h e  r o u t e  is c o n t a i n e d  w i t h i n  t h e  h i g h w a y  
r i g h t s - o f - w a y "  (sec. X. p . 1 of f e a s i b i l i t y  s t u d y ) ,  and t h a t  t h i s  
pi i c y  w a s  f o l l o w e d ,  t o g e t h e r  w i t h  t h e  e x c l u s i o n  o f  t h e  
r e c o n n a i s s a n c e  s t u d y  p h a s e ,  f o r  t h e  e x p r e s s  p u r p o s e  o f  e x p e d i t i n g  
t h e  e n t i r e  p o w e r l i n e  r o u t i n g  p r o c e s s ,  in o r d e r  t o  r e a c h  t h e  
f e a s i b i l i t y  s t u d y  p h a s e ,  s o  t h a t  t h e  p r o j e c t  c o u l d  b e  s u b m i t t e d  
t o  t h e  l e g i s l a t u r e  t h i s  s e s s i o n  t o  s h o w  a  v i a b l e  n e e d  f o r  t h e  
R a i l b e l t  E n e r g y  F u n d  m o n e y s ,  all at o u r  e x p e n s e .

W e  r e g r e t ,  and a b h o r ,  t h e  t e m e r i t y  w i t h  w h i c h  t h e  A P A  h a s  
c o n d u c t e d  i t s e l f  in t h i s  e n t i r e  m a t t e r .  A s  p r o c l a i m e d  in 
A S 4 4 . 6 2 . 3 1 2  (3), " t h e  p e o p l e  o f  t h i s  s t a t e  d o  n o t  y i e l d  t h e i r  
s o v e r e i g n t y  t o  t h e  a g e n c i e s  w h i c h  s e r v e  t h e m . "  W e  h a v e  b l a t a n t l y  

b e e n  m i s l e d ,  d i s r e g a r d e d ,  and i g n o r e d  r e p e a t e d l y  b y  t h e  A P A  s i n c e  
O c t o b e r ,  w h e n  o u r  i n q u i r i e s  f i r s t  b e g a n .  N u m e r o u s  l e t t e r s  h a v e  
b e e n  s e n t ,  a n d  p h o n e  c a l l s  m a d e  t o  n o  a v a i l .

In l i g h t  of t h e  e v i d e n c e ,  w e  s i n c e r e l y  b e l i e v e  t h a t  t h e  
s p i r i t  and i n t e n t  of t h e  l a w  h a v e  n o t  b e e n  h o n o r e d  a n d  s e r v e d  by  
t h e  APA, t h a t  A P A  is in v i o l a t i o n  o f  t h e  law, a n d  t h a t  t h e  b e s t  
i n t e r e s t s  of t h e  c i t i z e n s  o f  t h i s  s t a t e  h a v e  b e e n  s e r v e d  w i t h  

c a l l o u s  d i s r e g a r d .

T h e r e f o r e ,  we- t h e  m e m b e r s  o f  N E I C R ,  h e r e b y  s u m m o n  t h e  A P A  

t o  r e c t i f y  all t r a n s g r e s s i o n s ,  a n d  c o n t a c t  a n d  i n f o r m  us o f  its 
r e a c t i o n s ,  o p i n i o n s ,  a n d / o r  r e c o m m e n d a t i o n s  r e g a r d i n g  t h i s  
r e s o l u t i o n  a n d  its p r o p o s a l s ,  r e q u i r e m e n t s ,  g u a r a n t e e s ,  and 
f i n d i n g s ,  n o  l a t e r  t h a n  A p r i l  15, 1989, a n d  t h a t  f u r t h e r  a c t i o n s  

a r e  p e n d i n g  u p o n  r e c e i p t .
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W e  s i n c e r e l y  h o p e  f o r  an e x p e d i t i o u s  and e q u i t a b l e  s o l u t i o n  
t o  t h i s  e n t i r e  m a t t e r  f o r  all p a r t i e s  c o n c e r n e d .

H e r e i n ,  w i t n e s s  t h e  a t t a c h e d  list of r e s i d e n t s  who, 
h e r e w i t h ,  d i d  r a t i f y  and s i g n  t h i s  r e s o l u t i o n  in c o n c u r r e n c e  w i t h  
its c o n t e n t s  t h e r e o f ,  o n  t h i 6  d a y  of M a r c h  30, 1989.
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