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A rtic le  4. P o w e r  Production  Cost A ssistan ce .

Section
162. Power production cost assistance 
164. Assistance to utilities not regulated 

by public utilities commission

Article repealed effective July 1, 1980, repeals this article, effective July 1.
1985. —  Sections 51 and 54, ch. 63. SLA 19b5.

Sec. 44.83.162. P o w e r  production  cost a s s is tan ce  [R epealed  
e ffec tive  J u l y  1, 1985]. (a) There is established as a separate fund to 
provide financial assistance to eligib le electric utilities in the state, the 
power production cost assistance fund which shall be administered by 
the cuthority as a fund distinct from other funds of the authority and 
which is composed of money appropriated for the purpose of providing 
power production cost assistance to an eligible electric utility.

fb) Power production costs which may be paid from the power 
production cost assistance fund include

(1) production expenses for generating electricity, consisting of the 
costs of

(A) operation supervision and engineering;
(B) fuel, oil, gas, coal, and other thermal fuels;
(C) generation expenses;
(D) miscellaneous other power generation expenses;
(E) rents;
(F) maintenance supervision and engineering;
(G) m aintenp-ce of structures;
(H) maintenance of generating and electric plat..; ^nd
(I) maintenance of miscellaneous other power generation;
(2) fixed costs relating to generating electricity, consisting of
(A) depreciation of a generating plant and equipment;
(B) taxeH on u generating plant and equipment;
(C) insurance on or attributable to a generating plant and equip­

ment;
(I)) interest on indebtedness incurred for a generating plant and 

equipment;
(3) costs of purchased power, including hut not limited to system  

control and load dispatching expenses;
(4) transmission expenses, consisting of
(A) transmission operation supervision and engineering;
IB' transmission load dispatching;
(C* station expenses;
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(D) overhead line expenses,
(E) underground line expanses:
(F) transmission of electricity by others;
(CO miscellaneous transm ission expense',
(H) rents; and
(I) maintenance costs for facilities associated with (A) —  (E) of this 

paragraph; and
(5) fixed costs relating to transmission, confuting of
(A) depreciation of transmission lines and equipment;
iB) taxes on transmission lines and equipment;
(C) insurance on or attributable to transmission lines and equip­

ment; and
(Di interest on debt incurred for transmission lines and equipment.
tqi Pmrrc r -g r c dmit inn L'ost A’j . ’ Li.'.ce oholl be- pa id to an clifri^e 

e lecm r-u lility  if  the actual power production costs of the utiHtvpxtced 
its adjustM 'pew^r production costs, as determined anm jaJi^By the 
commission. The adjusted power production costs ojjah'luectric utility 
are

(1) 15 percent of the portiorrsifthe apteral power production costs 
which does not exceed 40 cents perjfcdowatt hour; plus

(2) the base power producjjcn cosN^jscalator; the base power 
production cost escalator is 7<€o cents per kiRrwatt hour adjusted annu­
a lly  by a percentage^etjual to the percen tagtvof change in the 
Anchorage consum prprice ir.dev for the y

(d) An eligil^k 'electric  utility may include as part oN js revenue 
requiremepKlor the purpose of setting rates charged for residential 
service/focal community facilities service, and service to cham qble 

m a tinns— ordy— the— adju sted— {auut— production— cost— pfc*

P
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(c) P o w e r  p r o d u c t i o n  c o s t  a s s i s t a n c e  sliall b e  p a i d  to a n  e l i g i b l e  e l e c t r i c  

u t i l i t y  at the r a t e  o f  8 5  p e r c e n t  of t h e  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  of

th e  u t i l i t y  w h i c h  e x c e e d  10 c e n t s  p e r  k i l o w a t t  h o u r  b ut d o  n o t  e x c e e d  40 
c e n t s  p e r  k i l o v a t t  h o u r ,  a s  d e t e r m i n e d  by  t h e  c o m m i s s i o n .

(d) An  e l i g i b l e  e l e c t r i c  u t i l i t y  s h a l l  c r e d i t  the a m o u n t  of  i t s  a p p r o v e d  

p o w e r  p r o d u c t i o n  c o s t  a s s i s t a n c e  for e a c h  k i l o w a t t  h o u r  s o l d  to  r e s i d e n t i a l  

c o n s u m e r s ,  local c o m m u n i t y  f a c i l i t i e s ,  a n d  c h a r i t a b l e  o r g a n i z a t i o n s .

However, the u tility ’s approved tariff shall show 
rates based on the actual cost of providing electric utility sendee and 
the state a1 istance derived from the power production cost assistance 
program unuer this section.

(e) The power production cost assistance program shall be 
administered by the authority based on. n d «* tcĵ r in n t i^ii c (. \^ i b 1 c- 
commission of power production- costjor each electric utility’
eligible for power production cost assistance. An electric utility is 
eligible for power production cost assistance if

the actual power production costs of the utility exceed fhe- JO 
I’”" ™-‘- as determined bv the commission

under tc* of this section#

-^^nt4ettSt-4A-fHuwnt^dUhe4£iw4-t-rsTrgy sold-Hr-nn e-lertn.—utthtey 

dun n g -tWr-mltHwlar-yaar pracading-tae-M-en-ir. -w-hirtrpowi'r pnvkieWan 
(U*H-AssTrwnce - m a y - b e - t d m m e d - w a r  f o r  j v , .

i f ’ The adjTr.'+vd- nower production cosy sliall be calculated imrmft-H7 ~ 
.n the manner prescribed by 1 c > of this secion and shall be based on the 
actual power production cost filed with the commission by each eligible

II
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electric ut:' a s verified by the commission. The power production 
cost shall be derived from financial data supporting the most recently 
approved permanent rate schedule with adjustments incorporating the 
current cost of fuel. The determination of the cost of fuel by the 
commission shall be in accordance with the procedure for approving 
fuel cost ra te  adjustments in effect at the time of the determination. 
The commission, shall review filings and approve an adjusted power 
production ^ f^ A ^ M fo w a tt -h o u r  and revised rates based on the 
approved adjusted power production cost per kilowatt-hour, as 
determined under (c) of this section. The commission m ay change the 
adjusted power production c tan ce

(1) an increase or decrease in a u tility’s cost of fuel has resulted in 
the approval of a fuel cost rate adjustment by the commission;

(2) a permanent or interim ra te  increase has been approved by the 
commission, thereby establish ing a higher or lower power production 
cost; cr^

(3) the authority has discovered discrepancies in its review of data 
submitted, monthly, by the u tilit ie s ?««

(4) Llm UU'tl'itil 1 1j, detenni.ie? that appropriations are insuffic ient to-  
fund fui r paym etns to eligibftru TitrTtm .

(g) Each electric .utility with a ra le  ochoclulc nnd~rrdjnjttd power 
production cosyjppprovedby the commission shall report monthly to the 
authority within the time and in the form the authority designates (11 
the total actual power production costs of electric power including a 
detailed breakdown of those costs as specified by the commission; (2) 
the total kilowatt-hours sold during the preceding month; (31 the total 
kilowatt-hours sold during the preceding month for service eligib le for 
power production cost assistance under this section; >«ti the totol-  

-k ikw a t t -finu is g t n e ia ted tir.n iig 't iie p iecedmg month? t5) the total 
power production cost per kilowatt-hour sold; tfr) the tota l  power- 
-produotiwwMHit por W  Ava ti-houi genui.ited, and (7) any increase or 
decrease in the current unit price of fuel from the base price used by 
the commission in the determination of power production costs. The 
authority shall review  thr report and m ay submit the report to *he 
commission for additional review  before payment.

(h) A fter review and approval by the authority, the authority shall, 
subject to appropriajiop, pay to each eligib le electric u tility an am ount,
equal to the^ t nemnLC betw een the oetucrl power production co s t irw  ‘ ancu 
the "preec d > 11 g-mo i»th - arid-**"*-; .ppr 'red adjusted puwc.1 pmhir tion li t* 
por k ilowatt-hour times the number of kilowatt-hours sold to 
res dential customers, local community facility customers, and 
facilities owned by charitable organizations during the preceding 
month Paym ent shall be made by the authority within 30 days of 
receipt from the utility of the report required under tg) of this section.
1 lowever, if there is a dispute between the authority and the utility 
•elating to the payment, the authority shall submit the report to the
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commission within 30 days of receipt of the report by the authority for 
review before payment. When a report is submitted to the commission 
for review  under this section, paym ent shall be made by the authority 
within 30 days after submission. If appropriations are insufficient for 
payment in full, the amount paid to each electric u tility  is reduced on 
a pro-rata basis.

(i) If an electric u tility  receives a paym ent under this section, the 
utility shall furnish the following notice to its electric service 
customers eligible under this program for each period for which the 
payment is  received# The f o l l o w i n g  n o t i c e  i s  t h e  sugges ted 

f o rm a t ,  and any v a r i a t i o n  f r om  t h i s  f o rm a t  s h a l l  be s i m i l a r  i n  c on ten t  
and s h a l l  be app roved by the  a u t h o r i t y :

NOTICE TO CUSTOMER ^
For the current billing period the utility paid under the
State of A laska’s power production cost assistance program (AS 
44.83.162) to assist the utility and its customers in reducing the high 
cost of generation of electric energy 
Your total electrical service cost $
Less state assistance $
Your charge $
(j) For the purpose of this section,
(1) the term s used in (b) (1) —  (4> of this section are defined as those 

items are defined in a recognized system  of u tility  accounts designated 
by the commission;

(2) actual power production costs are the expenses and costs 
prescribed in this subsection less any other power production cost 
assistance provided to the electric utility.

(k) In this section,
(1) "charitable organization" m eans an organization, not organized 

for pecuniary profit, which is operated for the re lie f of poverty, distress, 
or other condition of public concern in the state ; the term includes, but 
is not limited to, a church or religious organization;

(2) "commission" means the A laska Public U tilities Commission;
(3) "local community facilities" means w ater and sewer facilities, 

public outdoor lighting, and community buildings whose operations are 
not paid for by the state, the federal government, or private commercial 
interests. (§ 42 ch 83 SLA 1980)

Section repealed effective July I. rcjK-als this section. effective Julv 1, 1985 
1985. -  Section 51. ch. 83. SLA 1980.

Sec. 44.83.16-1. A ss is tan ce  to u tilities not regu la ted  by P u b lic  
U tilities Com m ission (R ep ealed  e ffe c tiv e  J u l y  1,1985]. (ai A u tility 
which is exempt from regulation under AS 42.05.711 may receive 
power production cost assistance under AS 44.83.162 without 
becoming subject to the jurisdiction of the A laska Public Utilities 
Commission if the utility is otherwise eligible for assistance and if the 
utility
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(1) files with the commission the audited financial data necessary to 
determine the adjusted power production cost in the form prescribed in 
a recognized system  of u tility accounts;

(2) m akes the rep^ns required in AS 44.83.162(g) required of an 
electric u tility  with a rate schedule approved by the commission w itb;n 
the time and in the form the A laska Power Authority designates;

(3) sets ra tes charged for residential services, local community 
services, and for services to charitable organizations,J?y including as 
part-ef- i t s revenue requirements for these set u i 'gtroiily  llie adjusted 
power product ion cost per k ilo^att-Ttrur sold;

l e s s  the  amount
o f  power p r o d u c t i o n  c o s t  a s s i s t a n c e  f o r  which i t  i s  app roved ;

(4) allows audits which the commission determines are necessary to 
insure compliance with this section; and

(5) furnishes its electric service customers eligible under this pro­
gram the "Not.'ce to Customer” specified in AS 44.83.162(i).

(b) The provisions of AS 44.83.162 relating to determination of the 
amount of powet production cost assistance and payment of the 
assistance apply to assistance under tnis section. (§ 42 ch 83 SLA 1980)

Section repealed effective J'uly 1, rjpeuls this section. cfTeenve Julv 1. 1985.
1985. —  SKtion 51. ch. 83. SLA 1930.

A rtic le  5. P o w er P ro je c t Fund.

Section

170. Power project fund

Sec. 44.83,170. P o w er  p ro ject fund, (a) There is established as a 
separate fund the power project fund which shall be distinct from any 
other money or funds of the authority, und which includes only money 
appropriated by the legislature.

(b) The authority may make loans from the power project fund
(1) to electric utilities, regional electric authorities, municipalities, 

cities, boroughs, regional and village corporations, village councils, 
and nonprofit m arketing cooperatives to pay the costs of

(A) reconnaissance studies, feasibility studies, license and permit 
applications, preconstruction engineering, and design of power 
projects;

(B) constructing, equipping, modifying, improving, and expanding 
sm all-scale power production facilities, conservation facilities, bulk 
fuel storage .ucilities, and transmission and distribution facilities, 
including energy production, transmission and distribution, and waste 
energy conservation facilities which depend on fossil fuel, wind power, 
tidal, geothermal, biomass, hydroelectric, solar or other non-nuclear 
energy sources; and

(C) reconnaissance studies, preconstruction engineering, design, 
construction, equip; ng, modification, and expansion of potable water 
supply including surface storage and groundwater sources and
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6000 C .  S t r e e t ,  S u i t e  C 
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M a r c h  12, 1381

tf/ S

R e p r e s e n t a t i v e  J a c k  F u l l e r  
P o u c h  V
J u n e a u , A1 a sk a  9981 1 

D e a r  J a c k :

A t  t h e  r e q u e s t  o f  y o u r  o f f i c e  I have  r e v i e w e d  t h e  d r a f t  l e g i s l a t i o n  d a ted  
3 - 3 - 8 1  w h i c h  i s  t i t l e d  "An A c t  r e l a t i n g  t o  power  c o s t  a s s i s t a n c e ;  and 
p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "  T h e  f o l l o w i n g  i s  my a n a l y s i s  and 
com m en ts  on t h e  e f f e c t  o f  t h a t  p r o p o s e d  b i l l .

( 1 )  T h e  c o s t s  t o  be c o n s i d e r e d  f o r  a s s i s t a n c e  w o u ld  be  b r o a d e n e d . At  
t h e  p r e s e n t  t i m e ,  o n l y  power p r o d u c t i o n  c o s t s  a r e  c o n s i d e r e d ,  but  
t h i s  b i l l  w ou ld  expand  c o n s i d e r a t i o n  t o  a l l  c o s t s  a s s o c i a t e d  w i t h  
o p e r a t i o n  a u t i l i t y .  T h i s  a p p r o a c h  was n o t  re commended  in  t h e  
o r i g i n a l  s t u d y  by A r t h u r  Young 6  C o . ,  and was n o t  a d o p t e d  by the  
l e g i s l a t u r e  l a s t  y e a r  b e c a u s e  i t  w ou ld  n o t  p r o t e c t  t h e  p u b l i c  t r e a ­
s u r y  f r o m  w a s t e f u l  a d m i n i s t r a t i v e  p r a c t i c e s  w h i c h  u t i l i t i e s  c o u l d  be 
t e m p t e d  t o  e n g a g e  in  when t h e y  know th e  s t a t e  w i l l  be p a y i n g  the  
b i l l .  T h e  o r i g i n a l  c o n c e p t  was t h a t  p r e s e n t  ha**dship  i s  b e i n g  
c a u s e d  by th e  d r a s t i c  i n c r e a s e  i n  o i l  p r i c e s ,  arid t h e  s t a t e  s h o u l d  
u s e  a s m a l l  p o r t i o n  o f  i t s  w i n d f a l l  r e v e n u e s  r e s u l t i n g  fr om  t h o s e  
i n c r e a s e d  o i l  p r i c e s  t o  d i m i n i s h  t h a t  h a r d s h i p .  T h e  d r a f t  p r o p o s a l  
g e t s  away f rom  t h i s  idea t o  some e x t e n t .

( 2 )  T h e  p ro g ram  w o u ld  be b ro a d e n e d  t o  c o v e r  a i 1 c o n s u m e r s  o f  an e 1 i g i b 1e 
u t  i 1 i t y . T h e r e  i s  much t o  recommend t h i s  f e a t u r e  o f  t h e  d r a f t .  I t  
w o u ld  h a v e  t h e  e f f e c t  o f  a s s i s t i n g  b u s i n e s s e s  in h i g h  c o s t  e l e c t r i c  
s e r v i c e  a r e a s .  T h i s  is  c o n s i s t e n t  w i t h  t h e  o r i g i n a l  p r o p o s a l  l a s t  
y e a r ,  b u t  t h i s  a p p r o a c h  was r e j e c t e d  by t h e  l e g i s l a t u r e  in f a v o r  o f  
l i m i t i n g  a s s i s t a n c e  to  r e s i d e n t i a l  c o n s u m e r s ,  l o c a l  c o m m u n i t y  f a c i l ­
i t i e s ,  and  c h a r i t a b l e  o r g a n i z a t i o n s .  T h e  r e a s o n  b e h i n d  t h i s  change  
was s i m p l y  a s t r o n g  o p p o s i t i o n  in  the  House  R e s o u r c e  C o m m i t t e e  to  
u s i n g  s t a t e  f u n d s  to  a s s i s t  c o m m e r c ia l  and i n d u s t r i a l  c o n s u m e r s  
w i t h  t h e i r  u t i l i t y  b i l l s .  The  s t r o n g e s t  o p p o s i t i o n  was d i r e c t e d  a t  
s u b s i d i z i n g  f o r e i g n  owned f i s h  p r o c e s s i n g  p l a r t s .
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( 3 )  A s s i s t a n c e  is  l i m i t e d  t o  200 KWH p e r  c o n s u m e r  ( p e r  mon th? )  . A .3000 
c a s e  c a n  be made, f o r  f i x i n g  a maximum u s a g e  l e v e l  o f  some s o r t ,  b u t  
t h e r e  w o u ld  be c o n s i d e r a b l e  d e b a t e  as t o  w ha t  w ou ld  be an a p p r o ­
p r i a t e  l e v e l  f o r  t h a t  maximum. A d m i n i s t r a t i v e  c o s t s  w o u l d  be g r e a t l y  
i n c r e a s e d  f o r  b o t h  t h e  u t i l i t i e s  and t h e  Power A u t h o r i t y  i f  a p r o ­
v i s i o n  o f  t h i s  s o r t  w e r e  a d o p t e d .  Many o f  t h e s e  u t i l i t i e s  keep 
t h e i r  r e c o r d s  and p r e p a r e  t h e i r  b i l l s  by hand .  T h e  Pow er  A u t h o r i t y  
w o u ld  h a v e  to  a u d i t  u t i l i t y  r e c o r d s  t o  be s u r e  t h a t  no more than  2 0 0  
KWH p e r  c o n su m e r  w e r e  b i l l e d  t o  APA. I imagine, t h e  d r a f t e r  i n t e n d e d  
t h i s  t o  be a m o n t h l y  f i g u r e ,  b u t  t h a t  p o i n t  i s  n o t  -:t a l l  c l e a r . .

{b) T h e  a s s i s t a n c e  f o r m u l a  i s  c h a n g e o  t o  r e d u c e  t h e  a s s i s t a n c e  l e v y l .
T h e  maximum c o s t  to  be u se d  in c a l c u l a t i n g  the  amount  o f  a s s i s t a n c e  
i s  c h a n g e d  from 40c/KWH o f  power p r o d u c t i o n  c o s t  t o  40</KWH o f  a l l  
power c o s t s .  T h i s  w o u ld  r e d u c e  t h e  maximum a s s i s t a n c e  l e v e l  by 
a p p r o x i m a t e l y  o n e - t h i r d .  ( A c t u a l l y  a d r a f t i n g  e r r o r  c r e p t  i n t o  t h e  
p r e s e n t  law ir, i t s  l a s t  r e w r i t e  in  House  F i n a n c e  C o m m i t t e e  l a s t  y e a r  
w h i c h  removed t h e  u p p e r  l i m i t  e n t i r e l y  w h i l e  s t i l l  g i v i n g  the  im­
p r e s s i o n  t h a t  a s s i s t a n c e  s t o p s  a t  AOc/KWH. T h i s  c a p  s h o u l d  be p u t
in p l a c e . )  When f e a t u r e s  ( 3 )  and [b) a r e  c o n s i d e r e d  t o g e t h e r ,  t h e  _
maximum a s s i s t a n c e  t h a t  any c o n s u m e r  c o u l d  r e c e i v e  w o u ld  be $jjO-^Cpcr 
m o n t h ? ) . '  Jf'SO

( 5 )  T h e  r e q u i r e m e n t  i s  removed t h a t ,  t o  be e l i g i b l e ,  a u t i l i t y  must  s e l l
a t  l e a s t  15£ o f  i t s  e n e r g y  to  r e s i d e n t i a l  c o n s u m e r s . T h i s  c h a n g e  i s
n e c e s s a r y  t o  p e r m i t  a few com m uni t i e i s  C 3 e t t l e s  i s  the o n l y  o n e  I 
know a b o u t . )  t o  be e l i g i b l e  t o  p a r t i c i p a t e  in  t h e  p ro g ram .  T h i s  
c h a n g e  i s  a p p r o p r i a t e  and n e c e s s a r y .

( 6 ) N o t i c e  t o  c o n s u m e r s  i s  made more  f l e x i b l e . T h i s  i s  a g ood  p r o v i s i o n
w h i c h  s h o u l d  e l i m i n a t e  t h e  d i f f i c u l t y  some u t i l i t i e s  h a ve  had in  
c o m p l y i n g  w i t h  t h e  r i g i d  n c t i c e  r e q u i r e m e n t s  in  t h e  p r e s e n t  law.
T h e  l a n g u a g e  p r o p o s e d  in S e c t i o n  9 o f  t h i s  d r a f t  i s  s u p e r i o r  t o  my 
own p r o p o s e d  r e v i s i o n  o f  t h i s  p r o v i s i o n .

( 7 )  The  a s s i r  an ce  p rog ram  w ou ld  be t e r m i n a t e d  e n t i r e l y  in  t h e  v e r y  n e a r
f u t u r e . S e c t i o n  14 p r o v i d e s  t h a t  t h i s  p rogram  w o u ld  t e r m i n a t e  on
the  d a t e  on w h i c h  t h e  U . S .  Supreme  C o u r t  u p h o l d s  t h e  p e r m a n e n t  fund
d i v i d e n d s  program o r  on J u l y  I , ”whi  c h e v e r  d a t e  i s  e a r l i e r .
T h i s  w o u l d  s h o r t e n  t h e  l i f e  o f  t h e  p rogram  by a t  l e a s t  two y e a r s .
The  o r i g i n a l  idea  b e h i n d  t h i s  p rogram was to  p r o v i d e  a s s i s t a n c e  as 
an i n t e r i m  m easu re  w h i l e  r u r a l  A l a s k a  i s  in  the  p r o c e s s  o f  mov in g  
away f r o m  d e p e n d e n c e  on d i e s e l  g e n e r a t i o n  and d e v e l o p i n g  i t s  r e n e w ­
a b l e  e n e r g y  r e s o u r c e s .  T h i s  p r o c e s s  w i l l  take  t im e ,  and i t  seems 
a p p r o p r i a t e  to  me t o  e x t e n d  the  l i f e  o f  t h e  program to  a t o t a l  o f  10 
y e a r s  in  p r e f e r e n c e  t o  e i t h e r  t h e  5 y e a r s  in the  p r e s e n t  law o r  t h e



R e p r e s e n t a t i v e  J a c k  F u l l e r  
M a r c h  12, 19 8 1 
P ag e  T h r e e

3 y e a r s  o r  l e s s  In t h i s  d r a f t .  T h e  a s s i s t a n c e  p rogram  i s  n e c e s s a r y  
t o  g e t  e q u i t y  f o r  r u r a l  a r e a s  b e c a u s e  w o r l d  e n e r g y  p r i c e s ,  a t  l e a s t  
t e m p o r a r i l y ,  p l a c e  a d i s p r o p o r t i o n a t e  b u r d e n  on t h e  c o n s u m e r s  in 
t h o s e  a r e a s .  T h e  p e r m a n e n t  fund  d i v i d e n d  p rogram  is  b a s e d  on an 
e q u i t a b l e  r e t u r n  t o  a l l  A l a s k a n s  f rom t h e  d e p l e t i o n  o f  o u r  n a t u r a l  
r e s o u r c e s .  T h e s e  two p ro g ram s  a r e  t o t a l l y  u n r e l a t e d ,  and  t h e  
e x i s t a n c e  o f  o n e  s h o u l d  n o t  be d e p e n d e n t  on t h e  f a t e  o f  t h e  o t h e r .

I f  you  have  f u r t h e r  q u e s t i o n s ,  p l e a s e  c a l l  me a t  y o u r  c o n v e n i e n c e .

S i n c e r e l y ,

Dav id  Hutchens
E x e c u t i v e  Di r e c t o r
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S s k a

ro r  The Honorable Terry Gardiner date April 8, 1981
-and-

The Honorable Fred Zharoff h i l n o .

House Resources Committee

TEIEI’MONE NO. 465-3573

FRO.V. James Souby subject. House Bill 359
Deputy Di rector 

Division of Policy Development 

and Planning 

Office of the Governor

The following information is presented in an effort to respond more fully 

to questions raised in y o u C o m m i t t e e  hearing of April 7, concerning HB 

359.

What is the existing program?

The existing Power Production Cost Assistance Program subsidizes 

e lectricity consumption through State payments to utilities. These 

payments are then passed on to residential and charitable consumers 

and some local facilities in the form of lower rates. The amount of 

the subsidy is based on certain types of costs —  those associated 

with power generation. The State pays 85?'. of these costs over %  
per kilowatt hour and 100% of these costs over 40/. per kilowatt hour 

( kw h ).

What utilities are currently receiving assistance and who may be eligible 

under the new program?

At ta chment A provides a list of current recipients of power p rod uc­

tion assistance. I he following organizations have applications 

pending before the APUC:

Takotna Community Association 

Manley Utility 

Kwethluk Utility

The following organizations have contacted the APUC about the pro­

gram:

City of Una la ska
King Cove Municipal Utility
Andreanof Llectric Coporation (Atka)
North Pacific Rim Corporation (on behalf of certain villages) 
Yugtak Corporation (Bethel)

Attachment B provides a list of ’egulated and non-regulated utilities, 

all of which are eligible to apply for assistance. Neither the APUC 

nor the APA have a list of utilities which are unregulated and non­
cert ificated by the A'HJC. However, those organizations are also 

eligible for assistance provided the criteria in the statute are 

met.
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Why are amendments being recommended?

There are concerns regarding the equity of the existing program. 

Currently, consumers faced with comparable electricity rates may 

receive very different levels of assistance as the result of the 

particular cost structure of their utility. Further, consumers in 

p articularly high cost areas may not be receiving assistance because 

of information and reporting requirements.

There are also efficiency or incentive problems under the existing 

program. Since the amount of the subsidy is unlimited and in fact 

increases from 35% to 100% as production costs increase, incentives 

to pursue consumption and production alternatives are reduced.

How do these amendments address the problems stated above?

Equity: First, the cost basis on which the suosidy is calculated is

expanded to include the full range of costs which are faced by 

utilities, exclusive of a rate of return on equity. This will reduce 

the large differences in subsidy going to consumers facing the same 

rates. Second, many high cost areas have not been able to take 

advantage of the program due to information and reporting require­

ments. Ten utilities, nine of which are regulated, are now particip­

ating in the program. A statewide energy survey by RurAL CAP 

lists 59 communities, with estimated population totaling 34,400, 

which have lion-regulated utilities (list attached). These amend­

ments reduce the information requirements for r^r-regulated utilities 

and increase the technical assistance to be provided by the Alaska 

Public Utilities Commission.

Efficiency: A kilowatt hour limit of 200 kwh per month per customer

is established as the subsidy basis as opposed to the unlimited 

usage now subsidized. The purpose of the limit is to provide assis­

tance for basic usage, and at the same time not eliminate the price 

signals which reflect the true cost of providing power. A lid of 

4 0 / 7 kwh is placed on costs eligible for subsidization. Systems 

with costs above this level are thus further encouraged to pursue 

efficiency improvements which may be financed under provisions of 

IKS 310 or IKS 461. The program would be phased out over a 10 year 

period, thus gradually reinstituting price incentives for consumers 

and producer.. This approach appears preferable to the current 

statute which eliminates the program in 1985.

What additional costs are allowed under the proposed amendments?

Currently production and transmission costs are allowed. This would 

be expanded to full costs, exclusive of the rate of return on equity. 

Examples of addtional costs are distribution expenses (such as line 

and meter operation and maintenance), customer services, sales 

expenses, and administrative costs.

Why was a cap of 4U//kwh included in this proposal?

A cap is included on the principle that the State should not act in
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such a way to encourage development of nonviable utility systems.

In reviewing rate structures of regulated utilities, 40//kwh appears 

to cover a substantial portion of the costs now faced by participating 

utilities including AVEC and THREA.

Page 3, lines 11 and 12 states "An eligible utility may not be denied 

power cost assistance if complete cost information is not available."

Why is this staved as a negative proposition?

Many utilities that will be eligible for the p r ogr am under HB 359 

are not regM lated by APUC and do not compile information in the 

ma nn er  currently prescribed for regulated utilities. The purpose of 

this statement is to insure that utilities whic h compile less than 

complete infor m t i o n  on power costs will be el igible to receive 

power cost ass ;tance. The language following that which is cited 

above directs the Commission to assist eligible non-regulated ut i li­

ties in compiling the cost information necessary to comply with the 

requirements of the Act.

T he  use of the negative proposition is a legislative drafting t e c h­

nique that can be modified to clarify the intent.

Chapter 136, SLA 80 authorized certain utilities to seek exemption from 

regulation ay the APUC. Does HB 359 r Impose APUC regulation for those 

utilities which have exercised that option?

The answer is no. HB 359 provides that both regulated and n o n­

regulated utilities may seek assistance under the power cost ass is­

tance program. The government agencies d es ignated by statute t.o 

conduct the program are the Alaska Power Authority (APA) and the 

Alaska Public Utilities Commission (APUC). The Power Authority 

must a dmi nister the fund from which assistance payments are made 

and the APUC must -'erify cost information needed to qualify for the 

program and provide technical assist .ice to e li gi b le  utilities. The 

statute does not provide any new regulatory functions for the APUC 

and does not allow APUC to change the rate s tr uc tu re  of the utility.

It simply relies on the Commission's knowledge and expertise to 

insure compliance wit h the law.

How would the subsidy calculation change for costs a b o v e  and below the 

40//kwh cost ceiling, ami for consumption above and below the 200 kwh/ 

month limit?

The chart below illustrates the total power costs and State ass is­

tance which result from various combinations of kilowatt hour 

costs and usage patterns. Fur example, if po we r costs were 35//kwh 

and a customer used 200 kilowatt hours per month, to ..1 costs would 

be $70.00 per month, $40.00 of which would be paid by the State.
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Does

Power Cost 
and

(State Assistance)

USAGE COST*

35^/kwh 40^/kwh 45^/kwh

100 kwh 

200 kwh 

300 kwh

$35.00

($20.00)

$70.00

($40.00)

$105.00

($40.00)

$40.00

($25.00)

$80.00

($50.00)

$120.00

($50.00)

$45.00

($25.00)

$90.00

($50.00)

$135.00

($50.00)

* Rates may be somewhat higher than costs due to the inclusion of 

return on equity which is not allowed in the cost basis for 

subsidy.

HB 359 repeal the entire act or simply amend the existing statute?

Sections 1 - 11 of 

tion assistance, 

tions of existing 

repeals references 

eligible, since IM 

sumers. Sections 

program when the U 

(lends may be pai

the bill amend the existing law on power produc- 

Scction 12 provides for the repeal of those sec- 

law which sunset the program on July 1, 1985 and 

to ''charitable organizations" which will remain 

359 expands the subsidy to all classes of con- 

13 and 14 provide for repeal of the entire 

.S. Supreme Court rules that Permanent Fund Divi- 

to Alaskans or July 1, 1991, w hichever is earlier.

Attachments



P R O J E C T I O N  O F  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

D e c e m b e r  1 5 ,  1 -j CO

ATTACHMENT A

U t i l i t y

(1 )

A l a s k a  V i l l a g e  E l e c t r i c  

C o o p e r a t i v e

C o p p e r  V a l l e y  E l e c t r i c  

p e n d i n g

iiair.es L i g h t  i. P o w e r  

K o d i a k  E l e c t r i c  A s s o c .

K o t z e b u e  E l e c t r i c  A s s o c .

T 1  i n g i t - h r  i d a  R e g i o n a l  
E l e c t r i c  A u t h o r i t y

C o r e o v a  Ll.oct.ric C o o p .

Mat:anus!.a L l e c .  A s s o c .  

K o d i a k  E l e c t r i c  A s s o c .  

M c G r a t h  Light: f, P o w e r  

Nome M u n i c’tal Utility

(2)

L o c a t i o n  P

(3)

A c t u a l  P o w e r  

r o d u c t i o n  C o s t  

( C / K W H )

(4)
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  

(C/K'. !i)

(5)

A p p r o v e d

A s s i s t a n c e

( C / K W H )

(6)
u t i l i t y  R e p o r t e d  

A n n u a l  K W H  S a l e s  

Q u a l i f y i n g  f o r  .Ass. 
\

V i l l a g e s 29 . 97 ro r 17. 83 5 , 2 2 0 , 1 1 6  5

G l e n n a l l e n 1 1 . 6 0 9..59 2 . 2 1 3 , 3 9 4 , 3 7 0

G l e n n a l l e n 1 1.  54 9.3 3 2 . 1 6
1 0 , 4 8 2 , 2 4 1

V a l d e z 11. 29 9.3 4- 1 . 9 5

H a i n e s 1 0 . 7 8 9 .'26 1 . 5 2 2 , 8 5 6 , 9 5 8

P o r t  L i o n s 28. 99 12 .00 1 6 . 9 9 2 5 5 , 5 9 6

P o r t  L i o n s 2 7 . 9 9 1 1 . 8 5 1 6 . 1 4

K o t z e b u e 1 4 . 4 3 4 5 9 .3152 4 . 6 1 9 3 3 , 5 3 7 , 2 2 2

A n g c o n ,  

l i o o n a h , 1.9. 98 .10 .u5 9 . 3 3 2 , 7 3 6 , 7 9 1

K a k e ,  

K l a w o c k ,  

K a s a a n

C o r d e v a 1 1 . 1 6 9 .32 3 . 1 2 5 ,  7'10 ,  4 0 1

U n a l a k l e o t 1 9 .  6 6 5 1 0  .A 0 0 9. 0 6 5 ' 4 7 6 , 1 0 3

K o d t  a k 1 0 . 4  0 9.21 1. 1.9 1 6 , 3 2 1 , 6  9 6

M c G r a t h 20. 20 10 ,63 9. 52 4 1 2 , 0 5 6

Nome 12.7499 9.5625 3.1874 4,649,856

(7)

E s t i m a t e  o f

$ 9 3 0  , 7*16. 63

7 5 , 0 1 5 . 5 3  

7 3 , 3 1 8 . 3 9  

2 0 4  , 4 0 3 . 7 0

4 3 , 4 2 5 . 7 6

4 1 , 2 5 3 . 1 9

1 6 3 , 3 9 5 . 1 7

2 5 5 , 3 4 2 . 6 0

1 7 3 , 1 0 4  . 51 

4 3 , 1 5 3 . 7 4  

2 0 0 , 1 . 7 3 . 1 8  

39 ,2 27 

187,752.00
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ATTACHMENT B

•ft!:
m i . :

R E G U L A T E D  U T I L I T I T E S  

L O C A T I O H

A E L  I P
"AK POWER £ T E L E  
l - C R A I G
' -H Y D ADU R G -----------'*.** '
-SKAGWAY 
- T O K  I TAH ACRO SS  
- D O T  L A K E  

. A V E C
AMFAC ( SAN D P O I N T )  

'ANCHORAGE L £ P 
ANIAK POWER 
DARROW U T I L I T I E S  
B E T H E L  U T I L I T I E S  
B E T T L E 5  L A P  
CHUGACH E L E C  
-ANCHORAGE  • 

j -GIRDWOOD 
l - K E N A I  PEN. 
i C I R C L E
CO P P E R  V A L L E Y  
- G L  EI INALLEN 
- V A L D E Z  
CORDOVA E L E C  
F O R T  YUKON U T .  

. G L A C I E R  HUY E L E C  
-GOLDEN V A L L E Y  r 
*11A1 NES L I P 
'llOIIER E L E C  
- IIOMLR 
-KL'NAI
-SOI. D O V I A , PT. G R A H A M  
-LHGLISII B AY 
•IIYPER-DC H Y D R O  
.KODIAK ELEC 
K O D I A K  

- P O R T  LI DNS ' 
KOIZEBUE 
M A N L E Y  UT.
MATANUSKA E L E C  
MAT CL -  U N A L A K L E E T  
.MCGRATH 
’M U S - r n K S .
•KAKIIEK E L E C  
- I IAKNEK • ‘
- E G E G 1 K
NOR I HERN POWER 

 NORTHWAY
-l i tJSUAGAK E L E C  *" * 

L: l. I CAN UT 
T AN AIIA POWER 
T E L L E R  POWER
T H R E A  7 '' ’ ' - •• •
YAKUT AT POWER

POP

22105

r e s i d ;

6 A 53 ;

5S7 219
• 354 123'

655 365
563 317
51 20

14241 2616
629 126

13765
323 87

2715 670
30 0 4 1216

63 16

4257 5
144 10
4 27 239
76 14 X

716 629
4 481 95 9
24 0 6 682
700 194

7 90
45203 13591
1366 419

5309 4021
5223 3957
609 613
110 33
4 9 5-

4 911 24 59
26 5 4 9K

24 31 455
7 4 21

19615 1116 4
600 125
350 6 4

15069 44 94

- 350 ■ 185
143 78
256 29
361 67K

1252 • 410
221 57
44 9 136
219 4 IX

2671 541
500 16 9

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

L O C A T I O N
1 *" POP R E S I D

; AKIAC1IAK 371 GDC
iAKIAK 192 35C
A L L A K A K E E T 164 30C
‘a n a k t u v u k  PASS 173 ' 32C /
A R C T I C  V I L L A G E 101 ISC
A T K A S O O K 93 17C
ATtTAUTLUAK 14 0 25C
•DUCKLAND 174 32C '
CMIGIIIK BAY 73 13C
;CIII SI DCMIIIA 35 6C
[ C L A R K "  5 POINT 70 12C
D E C K I N G 104 1 9 C
EAGLE 161 29C
G A L E N A 631 11 6 C
K A K T D V I K 192 35C
.KETCHIKAN P.U. 8 2 9 3 4312
K IN G  COV E 7 34 135C
•KIP HUK 579 107C
IKL UKI.'Alt 150 27C
LAKE D I N C H U M I A 15 2C
M A N O R O T A K 300 55C
M C N T A S T A  LAKE 56 IOC
MET LAKATLA 1160 355
N A P A K I A K 293 54 C
IllAPASKIAK 210 58C
N ELSON LAGOON 55 IOC
NEWTOK 150 27 C
N I G H T M U T E 123 22C
NIKOLSKI 57 IOC
H O M E 258 5 1040
H O M E  V ICI III 1Y 252 1 D 0
•KIJIGSU1 182 33C
OUZ1IIK1E 173 32C
•PAXSON 24 4
•PEDRO BAY 65 1 2C
PET ERSBURG 3197 935
p»ATI HUM 65 12C
PL'(IT H O P E 4 64 85C
PO NT LAY 57 IOC
P 01' T IIEl DEM 6 f 1 ?.c
R A M P A R T 5 " ■ 9C
RUDY 22 0 4 OC
i r u s s i a n  Missir , 150 27C
'SAINT GEORGE " ‘ 184 ‘ 34 C "
SAINT PAUL 639 127 C
SE W A R D ■2864.: 104 9
S ITK A

“s k w e h t a
S L E E T M U T E  
T A T I T L E K  
T E N A K E E  SPRINGS

non::
Popula t. i on figures compiled by Rural CAP. 

Residential customer figures compiled by Alaska 

Rower Administration.

* or "C" indicates residential customer 

provided by AVEC.

T E T L 1 N .....
7HORI1E DAY 
; TUI. U K S A K  
U N A L A S K A  
WAIIIWklGUT 
W H I T E  MT. 
W R A N G E L L  
KI.'ETHLUK

3 3 V 0 
• 16 
121 
111 

101
130
310
2587?f,
629 
103 

3152 
4 50

2015
2C

22C
20C
18C

" 2 4 C
57 C 
4 7C 

134 C 
79C 
19C 

786 
83C

in forma Li on was developed using data



• V. • THE LEGISLATURE OF THE STATE OF ALASKA* ATTACHMENT c "
- v  ■ 1 : t w e l f t h  l e g i s l a t u r eTWELFTH LEG ISLA T U R E* * m* ' *’ - ' - * . *• ■ .  u  .  » , . * * -  ;

• . • . • • .. FISCAL NOTE

I. . R E Q U E S T  _

Bill/Rc*>olution No. ^ * S ~ ______________________
Title An Act ml,if inn t o po w er  cos t si st ance 

Requested by. O f f i c e o f .Gover Date I

II.
C o m m e r c e  & E c on om ic  E n v e l o p m e n t  ______ •

P ub l ic  P r o t e ct io n  and D eve lo p me nt -

FISC A L DETAIL 
A gen cy A ffected  _
Program  Category Affected_____________________  .
B R U ,  Program , or Subprograrn(s) A ffected  A l a s k a  P u b lic Ut il i ti e s Conm. & Alaska ro w e r  A u t h o r )t, 

(N ote: I f  m ore than one budget component is affected , separate line-item am ounts and funding for each 
com ponent in the an a lysis section .)

E X P E NDITURES ■ (Thousands o f  Dollars)

- F Y  8 1 F Y  8 2 F Y  8 3 F Y  8 4 F Y  . 85 F Y  86

PERSO N AL SERVICES
T R A V EL 1 0 .6

CONTRACTUAL
COMMODITIES
EQUIPMENT -
LAN ! )  A: STRUCTURES
GRANTS, CLAIMS. ETC; . 1 v / 6 6 .7 •

’
TO TA L

1,7 69 .2

B IN D IN G  (Thousands o f  Dollars)

G EN ERAL FUND . 1 ,7 6 9 .2
FED ER A L MINDS
OTHER (S p ec ify  Fund Source)

POSITIONS

FU LL  T IM E 
PA R T TIM E 
TEM PO RARY

III. A N A LY SIS  (See Fiscal Note Piepaintioii Instructions, Section III)
Jl is e s t i m a t e d  that g r a n t s  for tlu; Po we r Cost, A s s i s t a n c e  P r o g r a m  will hot e x c e e d  $ 3, 60 0 .0  

in 1Y P.2. H ie  $ 1, 76 6. 7 in this fiscal n ote plus the $1 ,7 4 1. 3  in L1k > .Alaska P o w e r  Authori t; 

p r o p o s e d  FY 62 o p e r a t i n g  budget: for the Po w er  P r o d u ct io n Cost. P r o g r a m  totals $3,600.0.

[lata is n o t  a v a il a bl e to r e l i a b l y  e s t i m a t e  the a mo u nt  of g ran ts  needed, for f ut u re  fiscal 

y ears. On o n e  hand, the e l i g i b l e  gr a nt  amount, will i nc re as e clue to p o p u l a t i o n  g row th 

a n d  r i s i n g  u t il it y p r o d u c t i o n  costs. Ori the o t h e r  hand, the minimal a dj u s t e d  p o w e r  costs 

will i n c r e a s e  by two c e n t s  p er k il o w a t t  hour w h i c h  will r e d u c e  the amount. oT e l i g i b l e  

gra nt s.  O n e ;  t he n u m b e r  o f  e l i g i b l e  u t i l it ie s  is e st a bl i sh e d,  a r e v is ed  fiscal n ot e  will

e s t i m a t e  the a m ou nt  of g r a n t s  n e e d e d  f o r  future fiscal years.

O n e  of t he intents of the P o w e r  C o s t  A s s i s t a n c e  P r o g r a m  is to e xt e nd  this fo r m of  State 

a s s i s t a n c e  to a g r e a t e r  n u m b e r  o f  u t i l it i es  w h i c h  have high p o w e r  cost s.  This will 

r e q u i r e  a $8 . 0 i n cr e as e  in travel for the A P U C  in o rd e r for th em  to o f f e r  technical 

a s s i s t a n c e  to u ti li ti es  w h i c h  apply. The A las ka  Po we r A u t h o r i t y  wilt also n eed a p p r o x i m a t

2 .6 in travel funds to v e r i f y  th e cost, and c o n s u m p t i o n  dat a of utilities.
IV. D A T E  M a r c h 17, 1°61 -  P R E P A R E D  15Y ._George-MaTz --- -----------------------

AGENCY' J lu d n a t -T -M x n a g o m e n t -----------------------------------------------------------------------------
O riginal: Legislative Finance PH O N E_________ 4 6 6 - 4 632-------------

cc: Budget and Management
Prime Sponsor (F iis t  Legislator Named)

3 3 - 0 0 1  (Rev. 1 2 / 8 0 )



A p r i l  7, 1 3 8 1

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  

C O M M E N T S  - H B  3 6 0

C o n s i s t e n t  w i t h  i t s  c o m m e n t s  o n  t h e  o r i g i n a l  l e g i s l a t i o n ,

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  w i l l  n o t  a d d r e s s  t h e  

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

A M  8 0 , 8 3 . 1 6 2 .

The Commission has re v iew ed  and provided t e c h n ic a l  a s s is ta n c e  

in  the pro pri r a t  ion o f  t h i s  l e g i s l a t i o n  by I ho G o ve rn o r ’ s 

O f f i c e  and is  capab le  o f  perform ing  the requ ired  fu n c t io n s  

oontcmpiatr.d in Hii 359 w i th  th e  a ss is tan ce  o r  <-i11; 11 i Io im l 

t r a v e l  i’iOj) i « n .

R e b e c c a  o r  C a r l a :

. P J o a f t e  d e l i v e r  t o  H a r d e r /  b o n n e  R e s o u r c e s  C o m m i t t e e ,

i o r  i i c a r i n g  ' i / H / 3 1 ,  3 : 0 0  p . m .

C a r o 1 v n  S .  G u e s s  
C h a i r m a n
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



*

Problem - existing scenario provides little or no i nc e nt iv e  for u t il it ie s 

in the 15d - 40d cost range to hold utility costs down, p a r t i c u l a r l y  w he n  

most customers consumption level is below the subsidy ceiling. T his ince nt iv e 

is currently provided because the subsidy is only applied to  the pr od uc t io n  

portion of the power cost to the consumer. The local c o n s um er  is the best 

watchdog for local level efficiency and incentive is n ee d ed  to e nc ou ra ge  
efficiency.

Proposal - Subsidy based on the following formula:

Floor - 1 2 c , increasing 2d annually for inflation.

Subsidy provided on costs over 12d.

Subsidy = 100% of cost or formula, w hi ch ev er  is lower.

Subsidy Formula - 110% - (C-F) = % Subsidy 

C = cost in cents 

F = Floor in cents

Example - Consumer Cost - 25d 

Floor Cost - 12d 

110 - (25-12) = 97% subsidy

POWER PRODUCTION ASSISTANCE FORMULA

EXPANSION 

110% - (C-F)

Cost Subsidy Percentage Net Cost
20 -08.0 12d
22 -10.0 100% 12d
25 -12.6 97% 12.4d
30 -16.6 92% 13.4d
35 -20.1 87% 14.9d
40 -23.0 82% 17.Od
45 -25.4 77% 19.6c
50 -27.4 72% 2 2. 6e
60 -29.8 62% 30.2c

115% - (C-F)

Cost Subsidy Percentage Net Cost
20 -08.0 12c
22 -10.0 12d
25 -13.0 12C
30 -17.5 97% I... 5c
35 -21.2 92% 13.8c
40 -24.4 < n 15. 6c
45 -27.1 82% 17.9d
50 -29.3 77% 20. 7d
60 -29.8 67% 30.2d



120% - (C-F)

Cost Subsidy Percentage N e t  Cost
20 -09.0 l i d
22 -11.0 l i d
25 -13.9 11. id
30 -18.4 n . 6 d
35 -22.3 97% 1 2 . 7d
40 -25.8 92% 14 .2 d
45 -28.7 37% 1 6. 3 d
50 -31.2 82% 18 . 8d
60 -34.6 72% 2 5 . 4d
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C S  H E  3 5 9  ( R e s o u r c e s  )

A M E N D M E N T

A  n e w  s e c t i o n  i s  a d d e d  t o  t h e  b i l l ,  t o  t h e  i n t e n t :

* S e c .  . T h e  A l a s k a  P o w e r  A u t h o r i t y  i s  a u t h o r i s e d  t o

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

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

u n t i l  i t  d e t e r m i n e s  t h a t

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

u n d e r  t h i s  A c t ;  1

( b )  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  h a s  h a d  s u f f i c i e n t

t i m e  t o  a c t  u p o n  s u c h  a p p l i c a t i o n s ;  a n d

( c '  t h e  u t i l i u y  i s  n o t  e l i g i b l e  f o r  a s s i s t a n c e  u n d e r  t h i s  A c t . . '

Mit>



HCS CSSSSF 25 (Res >

1. Page 5, lines 13 - 28 are amended to read:

(2) b e g i n n i n g  J u l y  1 of the first fiscal year f o l l o w i n g  

the date  on w h i c h  the p r o d u c t i o n  c a p a c i t y  n f  all p o w e r  projects 

acquire d or co nstructed by the a u t h o r i t y  under the e n e r g y  p r o g r a m  

for A l a s k a  er.ceeds 500 m egawat ts, the a u t h o r i t y  shall e s t a b l i s h  

and m a i n t a i n  a single w h o l e s a l e  power i*ate a p p l i c a b l e  to all 

power projects w h i c h  it has a c q uired or construc ted under the 

e n erg y p r o g r a m  for Alaska; the w h o l e s a l e  power rate shall be 

computed by the a u t h ority annually, and shall be not less than 

five percent of the amount w h i c h  the a u t h o r i t y  has inves t e d  in 

the power p r oj ect from the fund or the rr'e w h i c h  the a u t h o r i t y  

estimates is n e c e s s a r y  to p r o d u c e  r e venu e w h i c h  is sufficient 

to pay

(A) operation, m a i n t e n a n c e ,  and equipment r e p l a c e m e n t

I
costs o f  the power projects;

(B) debt service costs o f  the p ower projects;

(C) safety inspections and i n v e stigations o f  t, - power

projects by the authority; and
/ \

(D) annual costs of the 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 g r a m  (AS 44.83.162).

w h i c hever is g r o a t e r .

2. Page 6, lines 3 - 13 are amend ed to r e d :

(d) The legislature m a y  a p p r o p r i a L e  to the a u t h ority the 

amount required under AS 44.85.470 from th° amount collected

AMENDMENTS BY VASKA



under ( b ) (1) and (2) o f  this s e c tion w h i c h  the c o mmiss ioner 

of r e v e n u e  estimates w i l l  be d e p o sitea into the general fund 

for p a y i n g  coses o f  o p e r a t i n g  and m a i n t a i n i n g  power projects 

w h i c h  it acquired or c o n s t r u c t e d  as part of the e n e r g y  p r o g r a m  

for Alaska. T h e  b a l a n c e  o f  the amount determ i n e d  under C b ) (1) 

an- (2) of this sect:ion w h i c h  the c o m m i s s i o n e r  of r e v e n u e  e s­

timates will be dep os i t e d  into the genera] fund m a y  be ap- 

p r o r i a t e d  by the legislature to the power p r o d u c t i o n  costs 

assis t a n c e  fund and to pay the costs of e n e r g y  c o n s e r v a t i o n  

p r o g r a m s , alterna tive e nergy systems, e n ergy r e s e a r c h  and d e v e l o p­

ment, and costs related to e n e r g y  p r o d u c t i o n  and use, i n c l u d i n g  

but not limited to electricity, space h e a t i n g  and transportation.

P a g e  2

/////'



A r t i c l e  4 .  P o w e r  P r o d u c t i o n  C o s t  A s s i s t a n c e .
S e c t io n
162. Power production cost assistance 
164. Assistance to utilities not r juiated 

by public uti li t ies commission

§ 44.J3.lc2 S t a t e  G o v e r n m e n t  S 44.83.162

Artic le repealed e itecuve Ju ly  1, 19j Q, repeals this article, effective July 1,
1985. — Sections 51 and 54. ch. 83. SLA 1985.

Sec. 44.83.162. P ow e r  p ro d u c t io n  cost a s s is ta n ce  [Repea led  
e f fe c t ive  J u l y  1,1985]. (a) There is established as a separate fund to 
provide f inancia l assistance to e l ig ib le  electric u t i l i t ie s  in the state, the 
power production cost assistance fund which sha ll be administered by 
the authority as a fund distinct fr om other funds of the authority and 
which is composed of money appropriated for the purpose of providing 
power production cost assistance to an elig ib le electric u ti l i ty .

(b) Power production costs which may be paid from the power 
production cost assistance fund include

(1) production expenses for generating e lectricity, consisting of the 
costs of

(A) operation supervision and engineering;
(B) fuel, oil, gas, coal, and other thermal fuels;
(C) generation expenses;
(D) miscellaneous other power generation expenses;
(E) rents;
(F) maintenance supervision and engineering;
(G) maintenance of structures;
(H) maintenance of generating and electric plant; and
(1) maintenance of miscellaneous other power generation;
(2) fixed costs re la t ing to generating electricity, consisting of
(A) depreciation of a generating p lant and equipment;
(B) taxes on a generating plant and equipment;
(C) insurance on or a ttr ibu tab le  to n generating plant and equip­

ment;
(D) interest on indebtedness incurred for a generating plant and 

'•quipment;
(3) costs of purchased power, including hut not lim ited to system 

ctntro l and load dispatching expenses;
(•1) transmission expenses, consist ing of
(A) transmission operation supervision and engineering;
(B> transmission load dispatching;
(Cl station expenses;

261



§ 44.83.162 A l a s k a  S t a t u t e s § 44.83.162 I(D) overhead line expenses;
(E) unde— nund line expenses;
(F) transmission of electricity by others;
(G) miscellaneous transmission expenses;
(H) rents; and
(I) maintenance costs for facil it ies associated with (A) — (E) of this 

paragraph; and
(5) fixed costs re la t ing to transmission, consisting of
(A) depreciation of transmission lines and equipment;
(B) taxes on transmission lines and equipment;
(C) insurance on or a ttr ibu tab le  to transm ission lines and equip­

ment; and
(D) interest on debt incurred for transmission H*>.es and equipment, 

i Povrei piuduilicm cost ass istance ahul l ’ bo paid to-on eligib le
e lectr ldu^ iluy i f  the actual power production costs of the u t i l i ty  exceed 
its adjust<HT'pe\yer production costs, as determined annuahfi^by the 
commission. The adjusted power production costs opttTeleetric u t i l i ty  
are

(1) 15 percent of the portiordofthe apJ t̂fal power production costs 
which does not exceed 40 cents per^<fowatt hour; plus

(2) the base power producjjflti costvqscalator; the base power 
production cost escalator isjhtfo cents per k imwatt hour adjusted annu­
a l ly  by a percentage^etjual to the percentagbvof change in the 
Anchorage consumpTprice index for the year.

<d) An e lig i^kfe lec tr ic u t i l i ty  may include as part otNTs revenue 
requiremepl-ior the purpose of setting rates charged for residential 
serv ictyfoca l community facilit ies service, and service *o chanVjble 
o^ki^ratrorrs—only— the— adju s ted— pmvnr— production- -cnrt- 

t hour sold.
(c) P ower p r o d u c t i o n  cost a s s i s t a n c e  shall b e  paid to an e l i g i b l e  e l e c t r i c  

u t i l i t y  at the r ate of 85 p e r c e n t  of the actual p o w e r  p r o d u c t i o n  c o s t s  of

the u t i l i t y  w h i c h  exceed 10 c e n t s  per k i l o w a t t  hour but do not  exceed 40 

c e n t s per k i l o w a t t  hour, as d e t e r m i n e d  by the commission.

(d) An e l i g i b l e  e l e c t r i c  u t i l i t y  shall credit the amount of its a p p r o v e d  

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  for e a c h  k i l o w a t t  hou r  sold l u  r esidential 

c o n s u m e r s ,  local c o m m u n i t y  facili t i es ,  and c h a r i t a b l e  o r g a n i z a t i o n s ,

However, the u t i l i ty 's  approved ta r if f  sha ll ahow
ru les based on the actual cost of providing electr ic u t i l i ty  service and
the state assistance derived from the power production cost assistance
pro ,ram  under this section.

e) The power production cost assistance program sha ll be
administered by the authority based on. a determination by the . i ,• ,  . .assistance Tor eft.cn-'e.ipio1i
i -mmission of itoju*U*4 power production cosunr enen electric utility

e lig ib le  for power production cost assistance. An electric u t i l i ty  is
e l ig ib le  Tor power production cost assistance if

«+► the actua l power production coctr. of the u ti l i ty exceed fbe /O
ad iunuxl. uum ii r,l^ j as determined by the commission
under i d  of th is  section*

■hj-t-rtHettsl—lfr-pvuwirVofkh^LoUrl-ein'rgy snld-by-an-rlermr-ottliU'
<fttrmg-thr-fttleudar-y«iu-puu;kuiing-UiH-yt*«n-in whTrh"pfTO-PrprnrhH‘l44ui

11' T h e  n d jo rrrd-pow er p ro duc tio n  co/uvh’a'lVbe c a lc u la te d  im w r H r  
in  th e  m an n e r p re sc r ib e d  b y  i d  o f t h i s  se c tio n  an d  s h a l l  be b a sed  m  the 
a c tu a l power p ro d u c t io n  cost file d  w i th  the  com m iss io n  by each  e lig ib le

< 1
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electric u t i l i ty ,  as verif ied by the commission. The power production 
cost sha ll be derived from financia l data supporting the most recently 
approved permanent rate schedule w ith adjustments incorporating the 
current cost of fuel. The determination of the cost of fuel by the 
commission sha ll be in accordance with the procedure for approving 
fuel cost rate ad justments in effect at the time of the determination. 
The commission.shall review f i l in g s and approve an adjusted power 
production M id  watt-hour ana revised rates based on the
approved adjusted power production cost per kilowatt-hour, as 
determined under (c) of th is  section. The commission may change the 
adjusted power production cdJ&^ffsCance

(1) an increase or decrease in a u t i l i ty ’s cost of fuel has resulted in 
the approval of a fuel cost rate ad justment by the commission;

(2) a permanent or interim ra te  increase has been approved by the 
commission, thereby estab lish ing a higher or lower power production 
cost; CP-

(3) the authority has discovered discrepancies in i ts  review of data 
submitted, monthly, by the utilities*#*

f+f-thtranf T it> determines tha t  appropr ia t ions ar e insuffic ient to­
fu lid futrpaymt'n is in elig ib le u t i l l t l i ’S.

(g) Each electric u t i l i ty  w ith a rate DoheilulL a n d 'adjusted power 
production cos^pprovea by the commission shall report monthly to the 
authority w ith in the time and in the form the authority designates 1) 
the total actual power production costs of electric power inc lud ing a 
detailed breakdown of those costs as specified by the commission; (2) 
the total kilowatt-hours sold du r ing  the preceding month; (3) the total 
kilowatt-hours sold dur ing the preceding month for service e l ig ib le for 
power production cost assistance under th is section; *tt-thc total- 
-kifewfltt-hnu i'a geneiaLed'tlmiirg-tiii' p icceding mont h?l5) the total 
power production cost per kilow'att-hour sold; tota l power-
•production oor.t. por k i lowuttd iuu i genoia iei}. and (7) any increase or 
decrease in the current un it price of fue? iVom the base price used by 
the commi '.ion in the determination oi power production costs. The 
authority sha ll review the report and may submit the re, )rt to the 
commission for addit ional review before payment.

(hi After review and approval by the authority, the authority sha ll ,

the-preceding month and t h r  Approved-adjusted power piuductiun coot 
por kfiowatt-hfflrr times the number of kilowatt-hours sold to 
residential customers, local community facil ity customers, and 
facilit ies owned by charitab le organizations dur ing ihe preceding 
month. Payment sha ll be made by the authority within 30 days of 
receipt from the u t i l i t y  of the report required und-r igi of th is section 
However, i f  there is a dispute between the aulhi. ity and the u t i l i ty  
re lating to the payment, the au i l io r i ly  sha ll suhn ,t the report to the
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commission w ithin 30 days of receipt of the report by the authority for 

review before payment. W hen a report is subm itted to the commission 

for review under th is section, paym ent shall be made by the authority 

w u h in  30 days after submission. I f  appropriations are insufficient for 

payment, in  full, the am ount paid to each electric u t il ity  is reduced on 
a pro-rata basis.

(i) I f  an electric u t i l i t y  receives a paym ent under this section, the 

u tility  shall furnish the following notice to its electric service 

customers eligible under this program for each period for which the 
payment is received*

The following notice -is the suggested 

format, and any variation from this format shall be similar in content 
and shall be approved by the authority:

N O T IC E  TO  C U S T O M E R  }̂Jj 
For the current b illin g  period the u tility  hac been paid under the 

State of A laska’s power production cost assistance program (AS 

44.83.162) to assist the u tility  and its customers in  reducing the high 

cost of generation of electric energy.

Y ou r total electrical service cost $

Less state assistance $

Y ou r charge S

(j) For the purpose o f th is  section.

(1) the terms used in (b) (1) —  (4) o f this section are defined as those 
items are defined in a recognized system of u t il ity  accounts designated 

by the commission;

(2) actual power production costs are the expenses and costs 

prescribed in this subsection 1-ss any o .her power production cost 

assistance provided to th e electric u tility .

(k) In this section,

(1) "charitable organization" means an organization, not organized 

for pecuniary profit, which is operated for the relief o f poverty, distress, 

or other condition of public concern in  the state; the term  includes, but 

is not lim ited to, a church or religious organization;

(2) "commission" m eans the Alaska Public U tilitie s  Commission;

(3) "local com m unity facilities" means w ater and sewer facilities, 

public outdoor lighting, and com m unity buildings whose operations are 

not paid for by the state, the federal government, or private commercial 

interests. 1$ 42 ch 83 S L A  1980)

Section repealed effective J u ly  1, repeals th is section, effective July 1, 19H5.
1985. — Section 51. ch. 83. SLA  1980.

Sec. 44.83.16-1. A ss ista n c e  to u tilitie s  n o t re g ula te d  by P u b lic  

U tilitie s  C o m m ission  [R e p e a le d  effective  J u ly  1, 1985|. tat A u tility  

which is exempt from regulation under A S  42.05.711 may receive 

power production cost assistance under AS 44.S3.162 without 

becoming subject to the jurisd iction of the Alaska Public U tilities 

Commission if  the u tility  is otherwise eligible for assistance and if  the 

u tility
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(1) files w ith  the commission the audited financial data necessary to 
determine the adjusted power production cost in  the form prescribed in  

a recognized system o f u tility  accounts;

(2) makes the reports required in A S 44.83.162(g) requi. ed of an 

electric u tility  w ith  a rate schedule approved by the commission w ith in  

the tim e and in the form the A laska Power A u th ority  designates;

(3) sets rates charged for residential services, local community 

services, and for services to charitable o rg a n iz a tio n s ^ ;.' including as 

part-ef -its revenue requiremcnto for these je m c t iS onl.v tire adjusted 

power production cost  put k ilim a tt-h o u i sold;

less the amount
of power production cost assistance for which it is approved;

(4) allows audits which the commission determines are necessary to 

insure compliance w ith  this section; and

(5) furnishes its electric service customers eligible under this pro­

gram the "Notice to Customer” specified in  AS 44.83.162(0.

(b) The provisions o f AS 44.83.162 re lating  to determination of the 

amount of power production cost assistance and payment of the 

assistance apply to assistance under this section. (§ 42 ch 83 SLA 1980)

Section repealed effective J u l y  1, repeals this section, effective Julv 1. 1935.
1985. — Section 51, ch. 83. SLA 1980.

A r tic le  5. P o w e r P ro je c t F u n d .

F ic t io n
170. Power project fund

Sec. 44.83.170. P o w e r p ro je c t fu n d , (a) There is established as a 

separate fund the power project fund which shall be distinct from any 

other money m funds o f the authority, and which includes only money 
appropriate! by the legislature.

(b) The ru th o rity  m ay m ake loans from the power project fund

(1) to electric u tilitie s , regional electric authorities, municipalities, 

cities, boroughs, regional and village corporations, village councils, 

and nonprofit m arketing  cooperatives to pay the costs of

(A) reconnaissance studies, feasibility studies, license and perm it 

applications, preconstruction engineering, and design of power 
projects;

(B) constructing, equipping, modifying, im proving, and expanding 

small-scale power production facilities, conservation facilities, bulk 

fuel storage facilities, and transm ission and distribution facilities, 

including energy production, transm ission and distribution, and waste 

energy conservation facilities which depend on fossil fuel, wind power, 

tidal, geothermal, biomass, hydroelectric, solar or other non-nuclear 
energy sources; and

(C) reconnaissance studies, preconstruction engineering, design, 

construction, equipping, modification, and expansion of potable water 

supply including surface storage and groundwater sources and
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