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SPONSOR STATEMENT
SB 196

“An Act relat to the use of certain unexpended earnings from the power
cost equalization endowment fund.”

The Power Cost JBqualization program has evolved much in its 36 years of existence. It began
in 1980 as the Power Production Cost Assistance program serving 66 communities. It changed
to the Power Cost Assistance Program, and then in 1984, to the PCE program we know today,
currently serving 190 communities. It is a rural lifeline program with a funding formula tied to
utility costs and rates thereby reducing electricity rates that residential customers and
community facilities pay.

Through the early years, funding the program with general funds became a challenge as world
oil prices sharply decreased, which lowered state revenues. In an attempt to help sustain the
program, legislation in 2000 established the Power Cost Equalization Endowment Fund which
appropriated $100 million.

The Power Cost Endowment Fund was designed to fully fund the Power Cost Equalization
Program off of earnings ofthe endowment and without general funds. Additional deposits were
needed to bring the fund into full realization. Now that this has been achieved it makes sense
to use the excess earnings, when available, for other state purposes.

After fully funding the PCE Program, SB 196 provides an avenue for excess earnings of the
PCE endowment fund, to be utilized for other state purposes while protecting the corpus of the
fund to ensure future PCE Program payouts.

SB 196 proposes that the fund’s excess earnings will be made available for appropriation in
the following manner:

• 60% of the excess earnings will pay a dividend to the State’s general fund.
• 30% will go to the Renewable Energy Fund. A state-wide program that focuses on

lowering the costs of energy as a goal, which is in line with the intent ofthe endowment.
• 10% of the excess will go back into the corpus of the fund to protect it in case of lower

than expected earnings into the future.

A healthy fund will continue helping Alaskan citizens better afford the high costs of energy
while also contributing back to the state in the form of dividends and energy projects across
the State.
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