


"An Act r e l a t i n g  t o  p u b l i c  u t i l i t y  r a t e s . "

/

C O M M I T T E E  R E P O R T

< f / i ' / 7 r ’ H O U S E

H r .  S p e a k e r :  D a t e  __

Tu r . . .  JUDICIARY , , HE *1*6The C o m m i t t e e  on has  h3 d

u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  members  o f  t h e  C o m m i t t e e  

( ) recommends  i t  DO PASS

( ) recommends  i t  DO NOT PASS

( ) recommends  i t  DO PASS WITH ATTACHED AMENDMENT ( S )

( ) recommends  i t  BE REPLACED WITH CS FOR ____________________  AND THAT

CS F O R _____________________________DO PASS

( ) " a n d "  r ecommends  i t  BE R E F E R R E D TO THE ____________________________________

COMM I T T E E

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members  s i g n i n g  t h e  Maj  o r  i t y  r e p o r t :

j  .  , -  
■ ■ ■

/
------

---------------

Members  NOT c o n c u r r i n g  in t h e  Maj o r i t y r e p o r t  :

/  «■ i«*' ,'6vV ' 1 recommends

recommend s

^  .
recommends

recommend s

r e r  ommend s
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I N  T H E  H O U S E  BY SWANSON

H O U S E  B I L L  N O .  5 4 6  

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  

N I 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

? o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  p u b l i c  u t i l i t y  r a t e s . "

3E I T  E N A C T E D  BY 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 .  AS  4 2 . 0 5 . 3 8 1 ( 3 )  i s  a m e n d e d  t o  r e a d :

( a )  A l l  r a t e s  d e m a n d e d  o r  r e c e i v e d  b y  a  p u b l i c  u t i l i t y ,  o r  b y  a n y  

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

f u r n i s h e d  s h a l l  b e  j u s t  a n d  r e a s o n a b l e .  A r a t e  m a y  n o t  a l l o w  a  s u r c h a r g e

o r  o t h e r  a d d i t i o n a l  c h a r g e  n o t  c e r t a i n  i n  a m o u n t  w h e t h e r  t h e  s u r c h a r g e
\ V v  V .  V « . * » * •

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

i n c r e a s e d  c o s t s  o r  f o r  o t h e r  p u r p o s e s .  o'*'- 1 lt '  ^

* S e c .  2 .  A S  4 2 . 0 5 . 4 4 1 ( b )  I s  a m e n d e d  t o  r e a d :

( b )  I n  d e t e r m i n i n g  t h e  v a l u e  f o r  r a t e - m a k i n g  p u r p o s e s  o f  p u b l i c  

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

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

c o s t  o f  t h e  p r o p e r t y  t o  t h e  p e r s o n  f i r s t  d e v o t i n g  I t  t o  p u b l i c  s e r v i c e ,  

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

a l l o w a n c e  f o r  c a s h  w o r k i n g  c a p i t a l  w h e n  r e q u i r e d .  T h e  v a l u e  o f  c o n s t r u c ­

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

f o r  r a t e - m a k i n g  p u r p o s e s .

-1- HB 546



ALASKA ELECTRIC LIGHT AND POWER CO.

134 N. F R A N K L IN  S T R E E T  J U N E A U .  ALASKA  99801

(907) 588 2222

F e b r u a r y  2 4 ,  1 9 7 6

T h e  H o n o r a b l e  T e r r y  C a r d  i n e r

C h a i r m a n

H o u s e  J u d i c i a r y
H o u s e  o f  R e p r e s e n t a t i v e s *

P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1

R e :  H o u s e  B i l l  N o .  5 4 6  e n t i t l e d  " A n  A c t  R e l a t i n g  t o  P u b l i c  U t i l i t y  R a t e s "

D e a r  C h a i r m a n  G a r d i n e r :

I  a m  w r i t i n g  t h i s  l e t t e r  i n  r e g a r d  t o  t h e  p o r t i o n  o f  H o u s e
B i l l  N o .  5 4 6  w h i c .  w o u l d  e l i m i n a t e  s u r c h a r g e s  o n  u t i l i t y  b i l l s .  T h e  A l a s k a

P u b l i c  U t i l i t i e s  C o m m i s i d o n  m a y  a l l o w  t h e  u s e  o f  a  s u r c h a r g e  f o r  t w o  r e a s o n s
( 1 )  T o  a l l o w  a  u t i l i t y  t : o  r e c o v e r  t h e  d i f f e r e n c e  i n  c o s t  b e t w e e n  t h e  c u r r e n t  

p r i c e  o f  f u e l  a n d  t h a t  c o s t  o f  f u e l  w h i c h  w a s  u s e d  i n  e s t a b l i s h i n g  t h a t  
u t i l i t y ' s  b a s i c  r a t e  s t r u c t u r e .  T h i s  t y p e  o f  s u r c h a r g e ,  o f t e n  c a l l e d  a  f u e l  

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

c o s t  o f  f u e l .  S u c h  a  s u r c h a r g e  i s  b i l l e d  o n  t h e  b a s i s  o f  c e n t s  p e r  k w h .

E n c l o s e d  f o r  e x a m p l e  a r e  t h e  f u e l  c h a r g e s ,  b y  m o n t h ,  f o r  t h e  A l a s k a  E l e c t r i c  

L i g h t  a n d  P o w e r  C o m p a n y  f o r  t h e  y e a r s  1 9 7 4  a n d  1 9 7 5 .  ( 2 )  T h e  s u r c h a r g e  i s
a l s o  u s e d  a s  a  t e m p o r a r y  r a t e  i n c r e a s e  t o  c o v e r  a  p e r i o d  w h e n  r a t e  r e l i e f  

i s  u r g e n t l y  r e q u i r e d  a n d  y e t  t h e  t i m e  l a g  b e t w e e n  t h e  f i l i n g  o f  a  p e r m a n e n t  
r a t e  i n c r e a s e  a n d  t h e  t i m e  t h e  P u b l i c  U t i l i t y  C o m m i s s i o n  r u l e s  o n  t h i s  a p p l i  

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

a  c o m p l e t e  f i n a n c i a l  c o l l a p s e .  T h e  C o m m i s s i o n  w o u l d  n o r m a l l y  g r a n t  s u c h  a n  

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

b i l i t y  o f  p r o v i d i n g  s e r v i c e .

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

c h a n g i n g  f u e l  c o s t s ,  o r  f o r  i n t e r i m  r a t e  r e l i e f  p u r p o s e s ,  i s  f o r  t h e  u t i l i t y  
t o  d e v e l o p  a  s e t  o f  r a t e s  a n d  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  t o  

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

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

v e r y  e x p e n s i v e  a n d  c o m p l e x  t a s k .  L i k e w i s e ,  a n a l y z i n g  a  r a t e  s t r u c t u r e  a n d  

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

s u m i n g  a n d  e x p e n s i v e .  U l t i m a t e l y  t h e  r a t e  p a y e r  p a y s  f o r  t h e s e  c o s t s .  T h e  

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

r a t e  s t r u c t u r e s  a n d  g i v i n g  t h e  C o m m i s s i o n  s u f f i c i e n t  t i m e  t o  a n a l y z e  p e r m a ­
n e n t  r a t e s .



The H o no ra b le  T e r r y  G a rd n e r Page 2

O f t e n  i n t e r i m  r a t e s  a r e  g r a n t e d  u n d e r  t h e  c o n d i t i o n  t h a t  t h e  

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

C o m m i s s i o n s  s u b s e q u e n t  i n v e s t i g a t i o n  c o n c l u d e s  t h a t  a l l  o f  t h e  c h a r g e  w a s  

n o t  j u s t i f i e d .  I t  i s  m u c h  m o r e  p r a c t i c a l  a n d  l e s s  e x p e n s i v e  t o  c o m p u t e  t h e  

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

T h e  i m p o r t a n c e  o f  k e e p i n g  a  p u b l i c  u t i l i t y  i n  a  h e a l t h y  f i n a n ­

c i a l  p o s t u r e  c a n n o t  b e  o v e r  e m p h a s i z e d .  Y o u  h a v e  h e a r d  a b o u t  t h e  g e n e r a t i n g  

c a p a c i t y  s h o r t a g e  i n  v a r i o u s  a r e a s  o f  o u r  s t a t e .  I n  p a r t i c u l a r  r e m e m b e r  
F a i r b a n k s  a n d  s o m e  o f  t h e  s m a l l e r  t o w n s  t o  t h e  w e s t w a r d .  S u f f i c i e n t  g e n e r a t ­

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

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

a n d  o t h e r  e q u i p m e n t  t h a t  i s  n e c e s s a r y  t o  m e e t  t h e  n e e d s  o f  i t s  c u s t o m e r s .
T h e  s u r c h a r g e  i s  t h e  o n l y  p r a c t i c a l  m e t h o d  o f  p a s s i n g  o n  t h e  u t i l i t y ' s  c o s t  

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

I  w o u l d  l i k e  t o  c o n c l u d e  m y  c o m m e n t s  b y  n o t i n g  t h a t  t h e  s u r ­
c h a r g e  i s  a  c o m m o n  p h e n o m e n o n  t h r o u g h o u t  t h e  " L o w e r  4 8 " .  I t  i s  u s e d  i n  

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

r e g u l a t o r y  j u r i s d i c t i o n s .  I t  i s  a n  a c c e p t e d  p r a c t i c e  e l s e w h e r e  i n  t h e  u t i l i t y  

i n d u s t r y .

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

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

V e r y  t r u l y  y o u r s ,

W i l l i a m  A .  C o r b u s  
A s s i s t a n t  M a n a g e r

e n c l o s u r e  

WAG: a k d



Revenue P e r KWH -  1974 and .1975

O v e r a l l  

A v e r a g e  

R e v e n u e / K w h  

( E x c l u d i n g  F u e l  

A d j u s t m e n t )

S u r c h a r g e  

P e r  Kwh

C

F u e l

M o n t h  Y e a r

J a n u a r y  1 9 7 4

F e b r u a r y
M a r c h

A p r i l

M a y

J u n e
J u l y

A u g u s t
S e p t e m b e r

O c t o b e r

N o v e m b e r
D e c e m b e r

J a n u a r y  1 9 7 5

F e b r u a r y

M a r c h
A p r i l
M a y

J u n e

July

A u g u s t

S e p t e m b e r

O c t o b e r

N o v e m b e r

D e c e m b e r

3 . 8 7 1 6

3 . 7 5 7 3
3 . 9 5 5 8
4 . 0 4 0 8

4 . 0 5 8 1

4 . 0 8 4 6

4 . 0 8 4 9

4 . 1 2 9 7  . 4 4

4 . 0 7 6 5  . 3 1
4 . 1 0 6 6  . 2 8
4 . 1 5 2 0  . 0 0

4 . 1 7 1 6  . 0 0

3 . 9 8 5 0  . 1 2

3 . 9 4 5 2  . 2 2

4 . 1 4 4 1  . 7 8

3 . 9 4 1 8  . 5 6
4 . 1 3 9 8  . 4 0

4 . 2 0 9 5  . 3 1

4 . 1 5 3 3  . 4 9
4 . 0 8 3 7  . 2 9

4 . 2 1 6 8  . 4 8

4 . 5 7 0 8  . 3 4

4 . 5 4 6 9  . 3 3
4 . 4 2 1 0  . 0 2



YAKUTAT POWER, INC.
P. O. BOX 257 YAKUTAT, ALASKA 99689 

FRED O. MILLER

Phon» 784-3248 -  Area 907

Fe t- ruary  23 , 1976

R e p r e s e n t a t i v e  Bob B ra d le y  
C ha irm an ,  House Commerce Committee 
Pouch V
J u n e a u , A la sk a  99011

/
/

Dear S i r i
/

R e f e r e n c e  i s  made t o  House B i l l  Ho. 546.ft
W e;are  a p r i v a t e l y  owned e l e c t r i c  u t i l i t y  comoany o o e r a t i n g  a t  
Y a k u t a t ,  A l a s k a ,  s e r v i n g  180 c u s t o m e r s ,  ’ Cur p l a n t ,  o f  f o u r  d i e s e l  
e l e c t r i c  g e n e r a t i n g  s e t s  i s  100% d i e s e l  f u e l  d r i v e n ,  t w e n t y - f o u r  
h o u r s  n e r  d a y ,  w i t h  no c h o i c e  j f  any o t h e r  f u e l .

'i
House B i l l  No. 546 would p l a c e  o u r  company i n  a  v e r y  d i s a s t r o u s  
f i n a n c i a l  p o s i t i o n .  Cur c u r r e n t  r a t e  s c h e d u l e ,  a d o p t e d  i n  1 972 ,  
was^ b a s e d  on a d i e s e l  f u e l  p r i c e  o f  .2 0 7 0  p e r  g a l l o n  o f  f u e l .  
C u r r e n t  p r i c e  o f  f u e l  i s  . 4 0 5 0  p e r  g a l l o n .  C o m p u ta t io n s  below 
show how t h e  f u e l  p r i c e  i n c r e a s e  h a s  a f f e c t e d  o u r  o p e r a t i n g
COS'"*

/
4 '

R i e l  c o s t s  f o r  a  Year a t  R a te s  ra id  F e b ru a ry  1 ,  1972 ,  Compared 
t o  P a t e s  P a y a b le  F e b r u a r y  1 ,  1 9 7 6 . __________________________________

3 0 7 .4 0 3  g a l .  a t  . 4 0 5 0 ------------------ $124 ,498
3 0 7 . 4 0 3  e r a .  a t  . 2 0 ? 0 -----------------------------   63,612

$ 5 0 , do6

As t h i s  c o m p u t a t i o n  shows,  an  o p e r a t i n g  c a p i t a l  o f  o v e r  $5 ,000  
! more  p e r  month i n  n e c e s s a r y  j u s t  t o  pay t h e  i n c r e a s e d  f u e l  b i l l  
, i f  t h e  company i s  t o  c o n t i n u e  o p e r a t i n g  w i th  a  r e t u r n  s u f f i c i e n t  

t o  p ay  t h e  m o n th ly  b i l l s .
I

The t i m e  e le m e n t  a l o n e  would  bo s t a g g e r i n g  w h i l e  w a i t i n g  f o r  a 
' c o s t  a d j u s t m e n t  due  t o  f u e l  i n c r e a s e .  In  1973 ,  we had  3 p r i c e  

I i n c r e a s e s * 1974 ,  6 i n c r e a s e s *  1975 ,  3 i n c r e a s e s }  an  i n  1976,
1 i n c r e a s e .  Each i n c r e a s e  c o u ld  be e x p e c te d  t o  c o s t  a  minimum 
o f  $1 ,0 0 0  i n  l e g a l  f e e s ,  and up t o  s i x  m onths  f o r  a p p r o v a l  by 
t h e 1'A l a s k a  P u b l i c  U t i l i t i e s  Commission.  In t h e  m ean t im e ,  
w here  d o e s  th e  money come from t o  pay  t h e  b i l l s ?

We u r g e  you t o  p l e a s e  e l i m i n a t e  House B i l l  No. 5 46 .
4

Yours t r u l y ,
/  Y a k u ta t  Power, I n c .

c c 1 T e r r y  G a r d in e r  
Red Swanson

I'Ved 0. M i l l e r ,  P r e s i d e n t
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7X cru/ P^o Îaa^M^v. ~T~4Sor O

ftL I *  M O  A H \ c

5 / ^ 0  ^ v  ^  y ^ 7  / 5 « 7  / r  A i  ^

AJo tS "  * n 5  7

I  f \  &  ^  t) Li <TV-V̂  “Z. y V A
      ----------

(jf- ©r>o f̂c»v

— ^>iac c^Lxjla^^^ -— *fc /w_ p? r o-va-̂ rT\*«_a.

■



1

2 

3

5

6

7

8

9

10

11

12

13

14

15

16 

12 

18

19

20 

21 

22

23

24

25

26

27

28 

29

I N  T H E  H O U S E  BY SWANSON

H O U S E  B I L L  N O .  5 4 6  

I N  T H E  L E G I S L A T U R E  O P  T H E  S T A T E  O F  A L A S K A  

N I 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  r e l a t i n g  t o  p u b l i c  u t i l i t y  r a t e s . "

B E  I T  E N A C T E D  BY 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 .  AS 4 2 . 0 5 . 3 8 1 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  A l l  r a t e s  d e m a n d e d  o r  r e c e i v e d  b y  a  p u b l i c  u t i l i t y ,  o r  b y  a n y  

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

f u r n i s h e d  s h a l l  b e  j u s t  a n d  r e a s o n a b l e .  A r a t e  m a y  n o t  a l l o w  a  s u r c h a r g e  

o r  o t h e i 1 a d d i t i o n a l  c h a r g e  n o t  c e r t a i n  i n  a m o u n t  w h e t h e r  t h e  s u r c h a r g e  

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

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

* S e c .  2 .  AS  4 2 . 0 5 . 4 4 1 ( b )  i s  a m e n d e d  t o  r e a d . :

( b )  I n  d e t e r m i n i n g  t h e  v a l u e  f o r  r a t e - m a k i n g  p u r p o s e s  o f  p u b l i c  

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

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

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

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

a l l o w a n c e  f o r  c a 3 h  w o r k i n g  c a p i t a l  w h e n  r e q u i r e d .  T h e  v a l u e  o f  c o n s t r u c ­

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

f o r  r a t e - m a i c l n g  p u r p o s e s .

-1- HB 546
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Alaska Gas and Service Company

G E N E R A L  O F F I C E S  L O C A T E D  A T  3000 S P E N A R D  R O A D  
P . O .  B O X  6288 A N C H O R A G E .  A L A S K A  99502 / P H O N E  (907) 277-5551

T E L E X  25-187

March 22, 1976

The Honorable Terry Gardiner 
Alaska State House of Representatives 
Pouch V, State Capitol Building 
Juneau, Alaska 99811

Dear Representative Gardiner:

House Bill No. 546 would amend AS 42.05.381(a) and AS 42.05.441(b) 
in such manner as to restrict the Alaska Public Utilitites Commission to 
a particular course of action in rate matters without discretion to 
recognize the facts and circumstances which may indicate an alternative 
treatment t . o  be in the public interest. Accordingly, these amendments 
should not be enacted by the legislature.

Addressing the latter proposed amendment first, AS 42.05.441(b) 
would be amended to dictate that "The Value of construction work in 
progress may not be included in the determination of value for rate 
making purposes". As a practical matter, a review of decisions by the 
APUC indicates that construction work in progress is not being included 
in rate base for rate making purposes, therefore the amendment does not 
serve to correct an existing abuse. However, there could easily be 
circumstances where allowing inclusion of construction work might be 
necessary to encourage or enable a public utility to undertake needed 
expansion or to add environmental protective facilities. Many Commissions 
and courts have recognized such treatment. In these circumstances, a 
statutory prohibition as proposed would be of detriment to the public.

With regard to the proposed amendment of AS 42.05.381(a), which 
would disallow "surcharge or other additional charge", this amendment 
would result in chaos to the utility industry and would, in the long 
run, force Alaskan rate payers who use natural gas and rate payers who 
use electricity generated by natural gas to pay unnecessarily high 
prices for their utility services. The reasons are as follows:

(1) It is not presently possible to contract for substantial 
future quantities of gas at the present prevailing price 
without agreeing to some built in variable escalation 
features. (For example, the supply of state royalty 
gas we are presently trying to secure would be subject 
to variable price changes).

(2) Historically, it takes at least six months plus the 
substantial costs for filing a rate increase to start

D I V I S I O N  O F  A L A S K A  I N T E R S T A T E  C O M P A N Y
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Representative Terry Gardiner 
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March 22, 1976

to recover additional costs incurred as a result of 
fuel or other price increases if the utility company 
does not have a "flow through" provision in its 
tariff. Such flow through provisions would be 
prohibited by the proposed amendment.

(3) Therefore, the utility has only two courses of action 
it can take and still maintain its financial integrity. 

These are:

(a) Contract for gas at a much higher price than 
the current prevailing price in order to avoid 
escalation provisions, or

(b) Do not contract for substantial future supplies 

of fuel.

Either course of action set forth in (3) above will result in much 
higher prices to the consumer in the long run. This proposed amendment 
is apparently an attempt to minimize utility rate increases that have 
resulted from fuel price increases which have been substantial over the 

prior two or three years. Unfortunately, the bill does not correct the 
cause of the increases, but irreparably harms the utility company which 
has been caught in the price squeeze.

The State's position with regard to hydrocarbon fuel prices is 
rather nebulous. On the one hand, as a major owner of hydrocarbon fuel 
reserves, the State appears to promote maximum well head prices on 
hydrocarbons whether used in the State or used elsewhere. This of 
course militates toward higher utility rates. On the other hand, the 
legislature appears to view increasing utility rates with alarm and 
attempts to deal with them by ever more repressive regulation. More 
regulation inevitably leads to higher costs to serve and to higher 
rates.

We request your assistance in defeating this bill which can only 
serve to make a bad situation worse. We would be pleased to meet with 
you to suggest more positive ways to maintain reasonable prices for 
utility services to the citizens of the State.

Very truly yours

Bill B. Hickman 
Management Analyst

dh

President
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F e b r u a r y  18,  1976

Congressman
T e r r y  G a rd n e r ,  Chairman 
House J u d i c i a r y  Committee 
House o f  R e p r e s e n t a t i v e s  
S t a t e  o f  A la sk a  
Pouch V
J u n e a u ,  A la sk a  99811 

D ear  Congressman G a rd n e r :

I  am w r i t i n g  i n  r e g a r d  t o  House B i l l  No. 546 which 
i n  e f f e c t  d i s a l l o w s  t h e  u se  o f  a f u e l  s u r c h a r g e  which i s  
now b e in g  used  t o  p a s s  a lo n g  t h e  h ig h  c o s t s  o f  f u e l  to  
t h e  consum er .  We r e a l i z e  t h a t  i t  i s  up t o  t h e  S t a t e  to  
p r o t e c t  t h e  consum er ,  and b e in g  a r e g u l a t e d  b u s i n e s s  i t  
i s  a l s o  up to  t h e  S t a t e  to  p r o t e c t  t h e  power companies  
so t h a t  t h e y  w i l l  r e c e i v e  a f a i r  r e t u r n  on t h e i r  i n v e s t ­
m e n t .  T h i s  B i l l  would i n  v e ry  s h o r t  o r d e r  p u t  any power 
company o u t  o f  b u s i n e s s  and t h u s  d e p r i v e  t h e  p u b l i c  o f

The y e a r  1973 was t h e  l a s t  y e a r  t h a t  o i l  p r i c e s  were 
n o r m a l .  The f o l l o w i n g  i s  o u r  P r o f i t  and L o ss  f o r  t h a t  
y e a r .

The p r i c e  o f  f u e l  f o r  1973 was $ . 2 0 6 / g a l l o n .  The 
p r i c e  o f  f u e l  to d a y  i s  $ . 367/ g a l l o n ,  a 78$ i n c r e a s e .  I f  
we p a i d  t h e  l a t t e r  p r i c e  i n  1973 t h e  f u e l  would have  c o s t  
$ 1 1 6 ,8 6 0  f o r  a  n e t  l o s s  f o r  t h e  y e a r  o f  $ 7 9 ,4 9 1  i n s t e a d  o f  
a p r o f i t  o f  $37 ,369*

A s i m i l a r  com p a r iso n  can be made i n  1975 a s  f o l l o w s :  
( 1 s t  9 months)

G ro s s  Income from S a l e  o f  Power $ 4 3 4 ,5 2 4
F u e l  E x p e n s e s  234 ,418
A l l  o t h e r  E xpenses  185 .046

power .

G ro ss  Income from S a l e  o f  Power 
F u e l  E xp en ses  
A l l  o t h e r  e x p e n s e s  
Net  P r o f i t

$ 3 8 6 ,1 1 9
1 49 ,8 2 1

N et Profit $ 1 5 , 0 6 0
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Congressm an T e r r y  G a rd n e r

U s in g  t h e  1973 p r i c e  f o r  f u e l  we would  have  p a i d  o n ly  
$ 131 , 27^  f o r  t h e  p e r i o d ,  when i n  e f f e c t  we p a i d  $ 2 3 ^ , ^ 1 8 ,  a 
d i f f e r e n c e  o f  $103,1*j4 .  I n  9 m onths  t h i s  i s  $ 1 1 ,^ 6 0  p e r  
month more e x p e n s e .  R ed uc ing  t h i s  by t h e  m o n th ly  p r o f i t  
o f  $1673  we would be r u n n i n g  a  c a s h  d e f i c i t  r a t e  o f  $ 9 , 7 8 ,’ . 
I n  l e s s  t h a n  two m onths  o u r  c a sh  r e s o u r c e s  would be gone 
and t h e  p l a n e  would s t o p  b e c a u s e  we c o u l d  n o t  buy f u e l .

P e r h a p s  any b a c k e r s  o f  t h i s  b i l l  m ig h t  say  t h a t  t h e s e  
s u r c h a r g e s  n e c e s s i t a t e d  by f u e l  c o s t  i n c r e a s e s  s h o u l d  be 
h a n d l e d  by r e g u l a r  r a t e  i n c r e a s e s .  T h i s  i s  n a i v e  a s  any 
power company would be lo n g  o u t  o f  b u s i n e s s  w a i t i n g  f o r  
t h e  r a t e  i n c r e a s e s  t o  c a t c h  up t o  t h e  s p i r a l i n g  f u e l  c o s t s .

The S t a t e  h a s  a p p o i n t e d  a P u b l i c  U t i l i t i e s  Commission 
t o  be t h e  w a tchdog  o f  t h e  u t i l i t i e s .  They a r e  h i r e d  f o r  
t h e i r  com petence  and e x p e r t i s e  i n  t h i s  f i e l d .  E v eryo n e  i n  
t h e  u t i l i t y  b u s i n e s s  knew t h e r e  would be p ro b le m s  when t h e  
Arab c o u n t r i e s  announced  t h e  s h a r p  c h a n g e s  t o  be made i n  
t h e  w o r ld  o i l  p r i c e s .  The Commission made an i n - d e p t h  
s t u d y  and d e c i d e d  t h a t  t h e  " f u e l  s u r c h a r g e "  method was t h e  
o n ly  way i t  c o u ld  be h a n d l e d  p r o p e r l y .  They i n s t i g a t e d  i t ,  
i t  h a s  been  w o rk in g  and h a s  s o l v e d  t h e  p ro b lem  i n  a manner 
t h a t  i s  f a i r  t o  t h e  consum er  and t h e  u t i l i t y  company. The 
Commission i s  c o n s t a n t l y  on t h e  a l e r t  t o  make s u r e  t h a t  no 
u t i l i t i e s  a r e  p a s s i n g  a l o n g  any r a t e  i n c r e a s e s  i n  t h e  form 
o f  f u e l  s u r c h a r g e s .  The sys tem  h a s  b een  w o rk in g  w e l l  f o r  
two y e a r s .

Thus i t  c a n  be s e e n  t h a t  House B i l l  No. 5^6 s h o u ld  
n o t  be e n a c t e d  a s  i t  would be b o th  a d i s s e r v i c e  to  t h e  
p u b l i c  a s  w e l l  a s  t h e  u t i l i t i e s .

Very t r u l y  y o u r s ,
HAINES LIGHT & POWER COMPANY

/  /  /  / '  /

George A. S c h n a b e l ,  
G e n e r a l  Manager

c c i  D a le  R u sn e l
A la sk a  P u b l i c  U t i l i t y  Commission

J a n  Van D o r t  
A t to r n e y
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YAKUTAT POWER, INC.
P. O. BOX 257 YAKUTAT, ALASKA 99689 

FRED O. MILLER

Phone 7843248 -  Area 907

F e b ru a ry  23 ,  1976

R e p r e s e n t a t i v e  Bob B ra d le y  
Cha irm an,  House Commerce Committee 
Pouch V
J u n e a u , A laska  99811

£•
Dear S i n

R e fe re n c e  i s  made t o  House B i l l  No. 546 .
r f

We a r e  a p r i v a t e l y  owned e l e c t r i c  u t i l i t y  comoany o p e r a t i n g  a t  
Y a k u t a t ,  A la s k a ,  s e r v i n g  180 c u s t o m e r s .  Our p l a n t  o f  f o u r  d i e s e l  
e l e c t r i c  g e n e r a t i n g  s e t s  i s  100% d i e s e l  f u e l  d r i v e n ,  t w e n t y - f o u r  
h o u r s  p e r  d a y ,  w i th  no c h o i c e  o f  any  o t h e r  f u e l .

/ 1
House B i l l  No. 546 would p l a c e  o u r  comnany i n  a  v e r y  d i s a s t r o u s  
f i n a n c i a l  p o s i t i o n .  Our c u r r e n t  r a t e  s c h e d u l e ,  a d o p te d  i n  1972 ,  
wag* b a se d  on a d i e s e l  i 'ue l  p r i c e  o f  .2 0 7 d  p e r  g a l l o n  o f  f u e l .  
C u r r e n t  p r i c e  o f  f u e l  i s  .405tf p e r  g a l l o n .  C o m p u ta t io ns  be low 
show how t h e  f u e l  p r i c e  i n c r e a s e  h a s  a f f e c t e d  o u r  o p e r a t i n g  
Cost*

>>
R i t l  c o s t s  f o r  a  Year a t  R a te s  Pa id  F e b ru a ry  1 ,  1972» Compared 
t o  Rat e s  P ayab le  F eb ruary  1976 .__________________________________

/
307.403 g a l .  a t  , 4 0 5 d -------------- $124,498
307 .40 3  g a .  a t  . 2 0 7 4 -------------------  63.672

$ 60,806
As t h i s  c o m p u ta t i o n  shows, an o p e r a t i n g  c a p i t a l  o f  o v e r  $5 ,000  
more p e r  month i n  n e c e s s a r y  j u s t  t o  pay t h e  i n c r e a s e d  f u e l  b i l l  
i f  t h e  company i s  t o  c o n t i n u e  o p e r a t i n g  w i t h  a r e t u r n  s u f f i c i e n t  

' t o  pay  t h e  m o n th ly  b i l l s .

The t im e  e le m e n t  a l o n e  would be  s t a g g e r i n g  w h i l e  w a i t i n g  f o r  a 
c c s t  a d j u s t m e n t  due t o  f u e l  I n c r e a s e ,  In  1973* bad  8 p r i c e  
i n c r e a s e s j  1974,  6 i n c r e a s e s  1 1975» 3 i n c r e a s e s  1 an i n  1976,

/ 1 i n c r e a s e .  Each i n c r e a s e  c o u ld  be e x p e c t e d  t o  c o s t  a  minimum 
o f  $1 ,000  i n  l e g a l  f e e s ,  and up t o  s i x  m onths  f o r  a p p r o v a l  by 
t h e '  A laska  P u b l i c  U t i l i t i e s  Commission.  In  t h e  m ean t im e ,  
where  doos  t h e  money come from t o  nay  t h e  b i l l s ?

We u r g e  you t o  p l e a s e  e l i m i n a t e  House B i l l  No. 546.
1

Yours t r u l y ,
Y a k u ta t  Power, I n c .

FY-ed 0. M i l l e r ,  P r e s i d e n t

cc  1 T e r ry  G a r d in e r  
Red Swanson

i I ,
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b - l Jh  ~ ^ ' . r $ >  S u /rc A a A j4 ? &  .

f

I Lf  7 f idout- 1C)

$  ^o O zrA  '& k u * J j? y  A /c ^ A

C o z t  i / j  ^ w U u itf^  / >  ^ v _  . V o u O  O lU J O  X O S !

t f h u u i i t j  => ~ o > e  4 b  u U & to /n o r  u s  s u o o tfu s i^ c .

Joy j{uXX COl)t$*



(zUA Laibut f}3 l ^  /M jw iij ^  ~7a4t&a.

<zrr\4jbgkdflt I ' S ^ o i O  .

'i)U/Abj VrtvdJjoO^ ftlu9t 3 M U

jffb tfC fa h a M . C / U / ^  m W M i k f  ttJL Y o  ^  # & ■ * .- W < £ r c r tz  ^
• /  /A- O/'cL y/UVct/c

4  P ut fjnidr -k> r*u /Kjjf6r^ < *1  jL u //tsiA c^d

/4PUC IvlM. fiji tiCCfypt j'ilUU/A LMLS^jC. vtffi/l'UtZS

% if o f c h  ‘  &P77C

oU sdU / lfO  /> /%d r a t i / / u & jj ^ d tc y

kM- oaL j souJ/oa ju &

t lu I cc% t +iiiA- 1/5- ~HOoO

fMX'V'tg  cJ u y -a . oq ccy iifa/ io j

A- 35>

tiy C  -tiOJO
HJha

7 - ^,
3£>  \5 D  -  r±>__4- -  ‘/ o  C o L sb v /A -r- ^ a - ’ ^

^  pxtttZZ Z ZSt*- 0

Uuot\

S ' . ' S #


	HJUD9 HB 546



