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IN TH E  H O U S E  BY THE R E S O U R C E S  C O M M I T T E E

C S  FOR SPONSOR S U B S T I T U T E  FOR H O U S E BILL NO. 758

IN THE L E G I S L A T U R E  O F  THE S TA T E  OF ALASKA

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

A BILL

For an Act e n t i t l e d :  "An Act relating to power p r o d u c t i o n  cost a s s i s t a n c e

for electric utilities; and p r o v i d i n g  for an e f f e c t i v e  

date."

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

* S e c t i o n  1. AS 44.56 is amended hy adding a n e w  s e c t i o n  to read:

A R T I C L E  4 A . POWER P R O D U C T I O N  CO S T  A S S I S TA N C E .

Sec. 44.56.175. POWER P R O D U C T I O N  CO S T  A S S I S T A N C E.  (a) T h e r e  is 

e s t a b l i s h e d  as a s ep a r a t e  fund to provide financial a s s i s t a n c e  to e l e c­

tric u t i l i t i e s  in the state, the power p r o d u c t i o n  cost a s s i s t a n c e  fund 

w h i c h  s hall be a d m i n i s t er e d  by the au t h o r i t y  as a fund distinct f r o m  

o t h e r  f unds of the a u t h o r i t y  and which is c o mp o s e d  of m oney a p p r o p r i a t e d  

for the p u r p o s e s  of p ower p r od u c t i o n  cost a s s i s tance.

(b) P ower p r o d u c t i o n  costs are costs of e l e c t r i c a l  g e n e r a t i o n  c o n­

si s t i n g  of p r o d u c t i o n  expense and fixed costs a s s o c i a t e d  with e l e c t r i c a l

g e n e r a  t i o n .

(1) P r o d u c ti o n  expe n s e  consists of costs of

(A) o p e ra t i o n  s u p e r v i s i o n  and e n g i n eering;

(B) fuel, oil, gas, coal, and other thermal fuels;

(C) g e n e r a t i o n  expenses;

(D) m i s c e l l a n e o u s  other p o w e r  g e n e r a t i o n  e x penses;

(E) rents;

. r (F) m a i n t e n a n c e  s u p e r v i s i o n  and eng i n e e r in g ;

(G) m a i n t e n a n c e  of s tructures;

(H) m a i n t e n a n c e  of g e n e r a t i n g  and e l e c t r i c  plant;
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(I) m a i n t e n a n c e  of m i s c e l l a n e o u s  o t h e r  p o w e r  ge n e ra t i o n .

(2) F ixed c o st s  a s s o c i a t e d  w i t h  e l e c t r i c a l  g e n e r a t i o n  consist

of

(A) d e p r e c i a t i o n  of a g e n e r a t i n g  p l a n t  and e q u i p m e n t ;

(B) taxes on a g e n e r a t i n g  p l a n t  a n d  e q u i p m e n t ;

(C) i n s u r a n c e  on or a t t r i b u t a b l e  to a g e n e r a t i n g  plant 

and e qu i p m e n t ;

(D) i nt e r e s t  on i n d e b t e d n e s s  i n c u r r e d  for a g e n e r a t i n g  

plant and e q u i p m e n t .

(3) For the p u r poses of this s e c tion, (1) (A ) - (I) and

( 2 ) (A) - (D) of this s u b s e c t i o n  are d e f i n e d  as t h o s e  items are defi n e d

in a r ec o g n i z e d  s y s t e m  of u t i l i t y  a c c o u n ts  d e s i g n a t e d  by the commission.

(4) For the purposes of this section, a c t u a l  power p r o d u c t i o n  

c o s t s  are the e x p e n s e s  and costs p r e s c r i b e d  in this s u b s e ct i o n ,  less any 

o t h e r  power p r o d u c t i o n  cost a s s i s t a n c e  p r o v i d e d  to the e l e c t r i c  utility.

(c) A p o w e r  p r o d u c t i o n  cost a d j u s t m e n t  to d e t e r m i n e  p o w e r  p r o d u c­

ti o n  cost a s s i s t a n c e  is e s t a b l i s h e d  as follows;

( 1 ) if a c t u a l  power p r o d u c t i o n  cost is equal to or less than 

s e v e n  cents per k i l o w a tt - h o u r ,  the a d j u s t e d  p ower p r o d u c t i o n  cost is the 

s ame as the a c t u a l  p o w e r  p r o d u c t i o n  cost.

(2) If a c t u a l  power p r o d u c t i o n  cost is g r e a t e r  than s e v e n 

c e n t s  per k i l o w a t t - h o u r ,  but not more tha n  40 c e n t s  per k i l o w a t t - h o u r ,  

the a d ju s t e d  p o w e r  p r o d u c t i o n  c o s t  is the su m  of o n e - f o u r t h  of the 

actual power p r o d u c t i o n  cost an d  5.25 c en t s  per k i l o w a t t - h o u r .

(3) If a c t u a l  power p r o d u c t i o n  cost is g r e a t e r  t han 40 cents 

p e r  k i l o w a t t - h o u r ,  the a d j u s t e d  p o w e r  p r o d u c t i o n  cost is e qual to the 

s u m  of the a c t u a l  p o w e r  p r o d u c t i o n  cost less 2 4 . 7 5  cents pe r  k i l o w a t t -  

h o  u r .

(d) A n  e l e c t r i c  u t i l i t y  m a y  include as p a r t  of its r e v e n u e  re-
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q u i r e m e n t  for the p u r p o s e  of s e t t i n g  r a t e s  c h a r g e d  for r e s i d e n t i a l  

s e r v i c e  and local c o m m u n i t y  f a c i l i t i e s  s e r v i c e  o n l y  the a d j u s t e d  p ower 

p r o d u c t i o n  cos t  per k i l o w a t t - h o u r  sold. H o w e v e r ,  the u t i l i t y ' s  a p p r o v e d  

t a r i f f  s hall s h o w  r a t e s  b a s e d  on the a c t u a l  cost of p r o v i d i n g  e l e c t r i c  

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

tion cost a s s i s t a n c e  p r o g r a m  u n d e r  this s e c t i o n .

(e) T h e  p o w e r  p r o d u c t i o n  cost a s s i s t a n c e  p r o g r a m  s h a l l  be a d­

m i n i s t e r e d  by the a u t h o r i t y  b a s e d  on a d e t e r m i n a t i o n  by the c o m m i s s i o n  

of a d j u s t e d  p o w e r  p r o d u c t i o n  cost of e a c h  e l e c t r i c  u t i l i t y  e l i g i b l e  for 

p o w e r  p r o d u c t i o n  cost a s s i s t a n c e .  The i n i t i a l  a d j u s t e d  p o w e r  p r o d u c t i o n  

cost shall be b a s e d  on c o m p u t a t i o n s  of th e  p o w e r  p r o d u c t i o n  c o s t  filed 

witli the c o m m i s s i o n  by eac h  e l i g i b l e  e l e c t r i c  u t i l i t y ,  as v e r i f i e d  by 

the c o m m i s s i o n ,  and s ha l l  be d e r i v e d  f r o m  f i n a n c i a l  d a t a  s u p p o r t i n g  the 

m o s t  r e c e n t l y  a p p r o v e d  p e r m a n e n t  rate s c h e d u l e  w it h  a d j u s t m e n t s  i n­

c o r p o r a t i n g  the c u r r e n t  cost of fuel. T h e  d e t e r m i n a t i o n  of the cost of 

fuel by the c o m m i s s i o n  shall be in a c c o r d a n c e  wi t h  the p r o c e d u r e  for 

a p p r o v i n g  fuel cost rate a d j u s t m e n t s  in e f f e c t  at the time of the d e t e r­

mi n a t i o n .  T h e  c o m m i s s i o n  shall r e v i e w  the f i l i n g  an d  a p p r o v e  an a d­

ju s t e d  p o w e r  p r o d u c t i o n  c ost pe r  k i l o w a t t - h o u r  an d  r e v i s e d  rates b a s e d  

on the a p p r o v e d  a d j u s t e d  p ower p r o d u c t i o n  c o s t  per k i l o w a t t - h o u r .  

T h e r e a f t e r ,  the a d j u s t e d  p o w e r  p r o d u c t i o n  c o s t s  m a y  be c h a n g e d  o n l y  if:

( 1 ) an i n c r e a s e  or d e c r e a s e  in a u t i l i t y ' s  cost of fuel has 

r e s u l t e d  in the a p p r o v a l  of a fuel cost r a t e  a d j u s t m e n t  b y  the c o m m i s -  

s ion i

(2) a p e r m a n e n t  or i n t e r i m  r a t e  i n c r e a s e  ha s  b e e n  a p p r o v e d  b y  

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

cos t |

(3) the a u t h o r i t y  ha s  d i s c o v e r e d  d i s c r e p a n c i e s  in its r e v i e w  

of d a t a  s u b m i t t e d ,  m o n t h l y ,  b y  the u t i l i t i e s ;
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(4) the l e g i s l a t u r e  ha s  e s t a b l i s h e d  a n e w  p o w e r  p r o d u c t i o n  

cost a d j u s t m e n t  u n d e r  (c) of this s e c t i o n s

(5) the a u t h o r i t y  d e t e r m i n e s  that a p p r o p r i a t i o n s  are i n­

su f f i c i e n t  to fund full p a y m e n t s  to e l i g i b l e  u t i l i t i e s .

(f) An e l e c t r i c  u t i l i t y  that is not s u b j e c t  to the j u r i s d i c t i o n  of 

the c o m m i s s i o n  b e c o m e s  s u b j e c t  to that j u r i s d i c t i o n  u p o n  the a p p r o v a l  b y  

th e  c o m m i s s i o n  of an a d j u s t e d  p o w e r  p r o d u c t i o n  c o s t  per k i l o w a t t - h o u r  

sold, n o t w i t h s t a n d i n g  the p r o v i s i o n s  of AS 4 2 . 0 b . 701 or 4 2 . 0 5 . 7 1 1 .

(g) E a c h  e l e c t r i c  u t i l i t y  w i t h  a rate s c h e d u l e  a n d  a d j u s t e d  power 

p r o d u c t i o n  c o s t  a p p r o v e d  by the c o m m i s s i o n  s h a l l  re p o r t  m o n t h l y  to the 

a u t h o r i t y  w i t h i n  the tim e  and in the form the a u t h o r i t y  d e s i g n a t e s  ( 1 ) 

the total a c t u a l  p o w e r  p r o d u c t i o n  c osts of e l e c t r i c  p o w e r  i n c l u d i n g  a 

d e t a i l e d  b r e a k d o w n  of t h o s e  c osts as s p e c i f i e d  b y  the c o m m i s s i o n !  (2 ) 

the total k i l o w a t t - h o u r s  sol d  d u r i n g  the p r e c e d i n g  m o n t h ;  (3) the total 

k i l o w a t t - h o u r s  s old d u r i n g  the p r e c e d i n g  m o n t h  for s e r v i c e  e l i g i b l e  for 

p o w e r  p r o d u c t i o n  c ost a s s i s t a n c e  u n d e r  (b) of t h i s  s e c t i o n ;  (4) the 

total k i l o w a t t - h o u r s  g e n e r a t e d  d u r i n g  the p r e c e d i n g  m o n t h ;  (5) the t otal 

p o w e r  p r o d u c t i o n  c o s t  per k i l o w a t t - h o u r  sold; (6 ) the t o t a l  p o w e r  p r o­

d u c t i o n  c o s t  per k i l o w a t t - h o u r  g e n e r a t e d ;  a n d  (7) an y  i n c r e a s e  or d e­

cr e a s e  in the c u r r e n t  u n i t  price of fuel f r o m  the bas e p r i c e  u s e d  by the 

c o m m i s s i o n  in the d e t e r m i n a t i o n  o f  p o w e r  p r o d u c t i o n  c os t s .  Th e  a u t h o r i t y  

s hall r e v i e w  the r e p o r t  an d  m a y  s u b m i t  the r e p o r t  to the c o m m i s s i o n  for 

a d d i t i o n a l  r e v i e w  b e f o r e  p ay m e n t .

(h) A f t e r  r e v i e w  a n d  a p p r o v a l  by the a u t h o r i t y ,  t h e  a u t h o r i t y  

shall, s u b j e c t  to a p p r o p r i a t i o n ,  p a y  to the e l e c t r i c  u t i l i t y  a n  a m o u n t  

e q u a l to th e  d i f f e r e n c e  b e t w e e n  the a c t u a l  p o w e r  p r o d u c t i o n  c o s t s  for 

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

k i l o w a t t - h o u r  t i m es  t h e n u m b e r  o f  k i l o w a t t - h o u r s  s old to r e s i d e n t i a l  a n d  

local c o m m u n i t y  f a c i l i t y  c u s t o m e r s  d u r i n g  the p r e c e d i n g  month. P a y m e n t
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shall he mad e by the a u t h o r i t y  w i t h i n  1 0  days of r e c e i p t from the u t i­

lity of the report r e q u i r e d  under (g) of this section. However, if 

there is a d i s p u t e  b e t w e e n  the a u t h o r i t y  and the u t i l i t y  r e l a t i n g  to the 

p ayment, the a u t h o r i t y  shall submit the report to the c o m m i s s i o n  w i t h i n  

1 0  days of r e c e i p t  of the report by the a u t h o r i t y  for re v i e w  b e f o r e  

p ayment. 1/hen a report is s u b m i t t e d  to the c o m m i s s i o n  for r e v i e w  under 

this section, p a y m en t  shall he mad e  hy the a u t h o r i t y  w i t h i n  1 0  days 

after su b m i s s i o n.  If a p p r o p r i a t i o n s  are i n s u f f i ci e n t  for paym en t  in 

full, the amount: paid to each e l e c t r i c  utility is redu c e d  on a p r o - r a t a  

h a s t s .

(i) T o  be e l i g i b l e  for power p r o d u c t i o n  cost a s s i s t a n c e  u n d e r this 

section, at least 1 1  p e r c e n t  of total en e r g y  sold by an e l e ctric u t i l i t y  

d u r i n g  the p r e c e d i n g  c a l e n d a r  year m u s t  have b e e n  s old for r es i d e n t i a l  

u s e .

(j) If an e l e c t r i c  u t i l i t y  r e c e i v e s a payment u n d e r  this section, 

the u t i l i t y  shall furnish the f o l l o w i n g  notice to its e l ec t r i c  s e r v i c e 

c u s t o m e r s  e l i g i b l e  under this p r o g r a m  for each p e r i o d  for w hich the 

paym e n t  is received.

N O T I C M  TO C US T O M E R  

For the c u r r e n t  b i l l i n g  pe r i o d  the util it y  has b ee n  paid 

under the S tate of A l a s k a ' s  p o w e r  p r o d u c t i o n  cost a s s i s t a n c e  

p r o g r a m  (AS 4 4 . 5 6 .1 7 5 )  to a s s i s t  the u t i l i t y  a n d  its c u s t o­

mers in r e d u c i n g  the h i g h  cost of g e n e r a t i o n  of el e c t r i c  

e n e r g y .

Y o u r  total e l e c t r i c a l  se r v i c e  cost $

Less state a s s i s t a n c e  $

Y o u r  charge $

(k) T h e  p ower p r o d u c t i o n  cost a s s i s t a n c e  p r o v i d e d  under this

s e c t i o n  t e r m i n a t e s  J u l y  1, 1985.
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(1) In this section,

(1) " c o m m i s s i o n "  m e a n s  the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s­

sio n  ;

(2) "local c o m m u n i t y  f a c i l i t i e s "  m e a n s  w a t e r  an d  s e w e r  f a c i­

lities, public o u t d o o r  lighting, and c o m m u n i t y  b u i l d i n g s  w h o s e  o p e r a­

tions are not paid for by the state, the federal g o v e r n me n t ,  or p r i v a t e  

c o m m e rc i a l  interests.

* Sec. 2. AS 4 2 . 05.141 is a m e n d e d  by a d d i n g  a new s u b s e c t i o n  to read:

(b) Th e  c o m m i s s i o n  shall p e r f o r m  the du t i e s  a s s i g n e d  to it u nder 

AS 44.56.175. In the e s t a b l i s h m e n t  of el e ctric serv i c e r a t es  u n d e r  this 

chap t e r  the c o m m i s s i o n  shall p r o m o t e  the c o n s e r v a t i o n  of r e s o u r c e s  used 

in the g e n e r a t i o n  of e l e c t r i c  energy.

* Sec. 3. AS 4 4 . 5 6 . 1 7 5  and AS 4 2 . 0 5 . 1 4 1 ( b )  are r e p e a l e d  e f f e c t i v e  J u l y  1, 

1985.

* Sec. 4. Thi s Act takes e ff e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . — 

07 0 ( c )  .
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