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APPENDIX AS 

 

Material Relating to the Four Dam Pool Funds 

 
FOUR DAM POOL 

and 
FOUR DAM POOL TRANSFER FUND 

 
General Information 

 
Four Dam Pool  - Background 
 
The following hydroelectric projects and related transmission lines compose the Four Dam Pool; 
the projects are owned by the Alaska Energy Authority-AIDEA/State of Alaska (AEA): 
 

• Solomon Gulch Hydroelectric Project 
 

Copper Valley Electric Association (CVEA), serving the Glenallen-Valdez area, operates 
the project and purchases wholesale power from it. 

 
• Swan Lake Hydroelectric Project 

 
Ketchikan Public Utilities, serving the Ketchikan area, operates the project and purchases 
wholesale power from it. 
 

• Terror Lake Hydroelectric Project 
 

Kodiak Electric Association, serving the Kodiak-Port Lyons area, operates the project 
and purchases wholesale power from it. 
 

• Tyee Lake Hydroelectric Project 
 

The City of Petersburg and the City of Wrangell purchase wholesale power from the 
project.  Thomas Bay Power Authority, a consortium of the two communities, operates 
the project. 
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The hydroelectric projects were respectively initiated by the communities/utilities now served by 
the projects.  CVEA financed the construction of Solomon Gulch with federal loans; the other 
projects were initiated with state loans.  In 1981-1982 the communities asked the State to take 
over ownership of the projects, each at a different stage of construction, to insure their financing 
and completion.  Consequently, the state loans were redesignated to grants, the State 
appropriated capital funds to cover part of the costs to construct the facilities, and the former 
Alaska Power Authority issued $200 million Variable Rate Demand Bonds for the interim 
financing of portion of the construction costs of three facilities. 
 
The overall cost of construction of the four facilities as of December 31, 1992, based on AEA’a 
records available to this Division, was about $500 million, funded as follows: 
 

 State 
Appropriations

Proceeds from 
Investment 

 

State Loan Total Cost 

Solomon Gulch $ 47,490,000 $23,692,000 $    3,158,000 $  74,340,000
Swan Lake 73,075,000 - 23,551,000 96,626,000
Terror Lake 89,334,000 - 110,646,000 199,980,000
Tyee Lake 85,000,000 - 44,040,000 129,040,000

Total $294,899,000 $23,692,000 $181,395,000 $499,986,000
 

The hydroelectric systems were initially stand-alone projects.  However, 1984 legislation 
recognized the four facilities as one project, AS 44.83.398 (a).  On October 28, 1985, AEA and 
the utilities/communities purchasing wholesale power from the systems (purchasers), entered 
into a forty-five (45) years Long Term Power Sales Agreement (LTPSA).  The LTPSA is a “take 
and pay” contract, in that the purchasers obligation is limited to the power they opt to purchase, 
and AEA is not obligated to provide power if not available. 
 
Under the terms of the LTPSA the cost of the wholesale power must include production costs 
plus about 4 cents per kwh called debt service component, to cover AEA’s financing costs on the 
state loan.  In the years 2000 and 2015 the wholesale power rate can be “reopened” and the debt 
service component may include interest and principal on the state loan.  The purchasers have 
contractually agreed to accept debt service on a capital of $189,642,600, subject to the rate 
reopener clause. 
 
The power purchasers pool the respective cost of operating the four hydroelectric projects and 
the debt service; this results in an equal wholesale hydroelectric power rate for all purchasers.  
The annual common wholesale rate is about 6 cents/kwh. 
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Four Dam Pool Transfer Fund and State Loan 
 
In 1984, as the $200 million Variable Demand Bonds became due, the State appropriated $210 
million to the Power Development Revolving Loan Fund (PDRLF) for a loan to AEA for the 
long term financing of the Four Dam Pool hydroelectric projects.  AEA paid off the interim 
financing, lapsed substantial amounts to the general fund, and used the remaining loan proceeds 
to complete construction of the facilities. 
 
The PDRLF was initially administered by the Division of Investments/DCED.  In 1989 the fund 
was transferred to AEA (AS 44.83.500).  Then Ch 18 SLA 93 repealed the PDRLF and 
transferred its assets to the Four Dam Pool Transfer Fund (AS 42.45.040), administered by the 
Division of Energy/DCRA. 
 
The Four Dam Pool Transfer Fund is now the holder of the Loan Agreement between the State 
of Alaska and AEA.  The loan is secured by: promissory notes totaling about $185 million; all 
revenues from the Four Dam Pool systems: AEA’s rights under any agreement related to the 
systems and AEA’s resulting rights to receive payments.  The loan is also secured by the assets 
of the hydroelectric projects in the Four Dam Pool. 
 
Until the year 2000, the estimated annual stream of revenue to the Four Dam Pool Fund, for debt 
service on the state loan, is about $10-11 million (interest only).  The debt service is equal to the 
debt service component that AEA collects under the terms of LTPSA, represented by a charge of 
4 cents/kwh on contracted forecast sales, and 3 cents/kwh additional sales. 
 
As mentioned earlier, the revenue to the Four Dam Pool Transfer Fund is subject to the terms of 
the LTPSA.  Therefore its amount varies depending on the power purchased and/or available; it 
also depends on determinations made by AEA and the wholesale power purchasers to retain part 
or all of the debt service to cover certain project risks. 
 
When available, the revenue for a given fiscal year period (July 1-June 30) is deposited directly 
in the fund by the wholesale power purchasers in a lump amount, by July 31st.  Subject to 
appropriation, the balance of the Four Dam Pool Transfer Fund can be allocated to other named 
statutory funds as follows: 

 
• 40% to the Power Cost Equalization and Rural Electric Capitalization Fund; 
• 40% to the Southeast Energy Fund; 
• 20% to the Power Project (revolving loan) Fund. 
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In April 1995, the five affected utilities filed a lawsuit seeking to compel the State to pay for $25 
million in needed repairs to the Four Dam Pool Facilities.  The suit was settled in June 1995, 
and, as a consequence of the settlement, the Executive Branch sought authority to issue $25 
million in bonds through the Alaska Industrial Development Authority to pay for the repairs.  
The Legislature declined to grant the needed authority.  Under the settlement agreement, the 
utilities and the Alaska Energy Authority were then permitted to retain the power purchase/debt 
service payments for fiscal years 1996 and 1997 to pay for the repairs.  This amount totaled $27 
million, 40% of which will come from the money that would have gone to the Power Cost 
Equalization Fund.   
 
Contemporaneously with the “repairs withholding” in relation the wholesale power purchase 
payment, discussions relating to the competing proposals for the sale of the Four Dam Pool to 
the affected utilities and to an entity called Citizens Power of Alaska were underway. 
 
The State of Alaska purchases the projects on January 31, 2002.  As a result of the sale, the Four 
Dam Pool Power Agency (FDPPA) was created.  The proceeds from the sale of the projects were 
used to establish the Power Cost Equalization Endowment which is used to partially offset the 
very high electricity rates in many of the smaller communities in the State.   

 
The member utilities of the FDPPA began discussions to restructure the Agency whereby one or 
more projects could be sold back to t he member utilities. 
 
FY 2009.  The FDEPPA was successful in selling two of the projects back to member utilities.  
On February 24, 2009, the FDPPA sold or transferred the Terror Lake project to Kodiak Electric 
Association and the Solomon Gulch project to Copper Valley Electric Association.  The name of 
the Agency was changed to the Southeast Alaska Power Agency (SEAPA) to better reflect the 
geographic location of the remaining projects (Swan Lake and Tyee Lake).  In addition, SEAPA 
is completing construction of the Swan-Tyee Intertie which has been a long-planned project and 
will interconnect the Swan Lake and Tyee Lake projects.  As a result, all of the remaining 
member utilities (Ketchikan, Wrangell and Petersburg) will be interconnected for the first time 
and the hydroelectric projects can be more efficiently operated and existing surplus power from 
the Tyee Lake project can be used to displace diesel generation in Ketchikan.   
 
Power Sales Agreement 
 

The Power Sales Agreement (PSA) is the chief governing document for the agency and its three 
member utilities.  The PSA extends for a term of 25 years to 2034, beyond the maturity of the 
bonds (2028), and requires written consent of all members for termination. 

Under the PSA, all member utilities are required to purchase firm power requirements (net of 
existing hydroprojects in service prior to 1985 for Ketchikan and Petersburg) from the agency 
(unless the agency consents or cities are required to do otherwise by law), but are not committed 
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to any minimum level of purchases nor are they obligated to pay for power not delivered (take 
and pay). 

All power generated by the agency must be sold to the three member utilities, the agency is 
required to make power continuously available to the members, and no significant opportunity 
for wholesale sales of surplus energy exists regardless of the PSA given the lack of connectivity 
to a regional power grid. 

The net electrical requirements of Petersburg and Wrangell are significantly lower than the 
energy generation capability of the Tyee Lake project.  Until new interconnected loads develop, 
the Tyee Lake project will continue to be significantly underutilized.  With the completion of the 
Swan-Tyee Intertie some of the surplus capability of the Tyee Lake project will be used to serve 
loads in Ketchikan. 
 


